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CHAPTER 127 A 

STATE ADMINISTRATION OF EDUCATION
127A.065 CROSS-SUBSIDY REPORT. 127A.47 PAYMENTS TO RESIDENT AND
127A.095 IMPLEMENTATION OF NO CHILD NONRESIDENT DISTRICTS.

LEFT BEHIND ACT. 127A.49 AID ADJUSTMENTS.
127A.441 AID REDUCTION; LEVY REVENUE 

RECOGNITION CHANGE.

127A.065 CROSS-SUBSIDY REPORT.
By January 10, the commissioner of education shall submit an annual report to the legis­

lative committees having jurisdiction over kindergarten through grade 12 education on the 
amount each district is cross-subsidizing special education costs with general education rev­
enue.

History: 2 0 0 7 c 1 4 6 art 7 s  1

127A.095 IMPLEMENTATION OF NO CHILD LEFT BEHIND ACT.

[  For text o f subd 1, see M. S.2006]

Subd. 2. No Child Left Behind review, (a) The legislature intends to require the De­
partment of Education to conduct a comprehensive review of the consolidated state plan the 
state submitted to the federal Department of Education to implement the No Child Left Be­
hind Act. The Minnesota Department of Education shall seek waivers under paragraph (b). If 
the Department of Education is unable to obtain waivers under paragraph (b), it should rec­
ommend in its report under paragraph (b) whether the state should opt out of the No Child 
Left Behind Act.

(b) The commissioner, by January 15,2008, shall report to the house of representatives 
and senate committees having jurisdiction over kindergarten through grade 12 education 
policy and finance whether the department has received approval from the federal Depart­
ment of Education to:

(1) participate in the growth model pilot program;
(2) exclude from sanctions schools that have not made adequate yearly progress due 

solely to a subgroup of students with disabilities not testing at a proficient level;
(3) identify a school as not making adequate yearly progress only after the school has 

missed the adequate yearly progress targets in the same subgroup for two consecutive years;
(4) determine when to hold schools accountable for including a student with limited En­

glish proficiency in adequate yearly progress calculations;
(5) allow a district not making adequate yearly progress to offer supplemental educa­

tional services as an option before offering school choice;
(6) allow a district not making adequate yearly progress to also be the supplemental ed­

ucational services provider;
(7) allow the state to maintain a subgroup size to 40 for the purposes of calculating ade­

quate yearly progress for subgroups of students with limited English proficiency and sub­
groups of students with disabilities; and

(8) create flexibility to enable the state to define and identify highly qualified teachers.

[For text o f subd 3, see M.S.2006]

History: 2007 c 146 art 2 s 32

127A.441 AID REDUCTION; LEVY REVENUE RECOGNITION CHANGE.
Each year, the state aids payable to any school district for that fiscal year that are recog­

nized as revenue in the school district’s general and community service funds shall be ad­
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justed by an amount equal to (1) the amount the district recognized as revenue for the prior 
fiscal year pursuant to section 123B.75, subdivision 5, paragraph (b), minus (2) the amount 
the district recognized as revenue for the current fiscal year pursuant to section 123B.75, sub­
division 5, paragraph (b). For purposes of making the aid adjustments under this section, the 
amount the district recognizes as revenue for either the prior fiscal year or the current fiscal 
year pursuant to section 123B.75, subdivision 5, paragraph (b), shall not include any amount 
levied pursuant to section 124D.86, subdivision 4, for school districts receiving revenue un­
der sections 124D.86, subdivision 3, clauses (1), (2), and (3); 126C.41, subdivisions 1,2, and 
3, paragraphs (b), (c), and (d); 126C.43, subdivision 2; 126C.457; and 126C.48, subdivision 
6. Payment from the permanent school fund shall not be adjusted pursuant to this section. The 
school district shall be notified of the amount of the adjustment made to each payment pur­
suant to this section.

History: 2007 c 146 art 1 s 15

127A.47 PAYMENTS TO RESIDENT AND NONRESIDENT DISTRICTS.
[For text ofsubds 1 to 6, see M.S.2006]

Subd. 7. Alternative attendance programs. The general education aid and special 
education aid for districts must be adjusted for each pupil attending a nonresident district un­
der sections 123A.05 to 123A.08, 124D.03, 124D.08, and 124D.68. The adjustments must 
be made according to this subdivision.

(a) General education aid paid to a resident district must be reduced by an amount equal 
to the referendum equalization aid attributable to the pupil in the resident district.

(b) General education aid paid to a district serving a pupil in programs listed in this sub­
division must be increased by an amount equal to the greater of (1) the referendum equaliza­
tion aid attributable to the pupil in the nonresident district; or (2) the product of the district’s 
open enrollment concentration index, the maximum amount of referendum revenue in the 
first tier, and the district’s net open enrollment pupil units for that year. A district’s open en­
rollment concentration index equals the greater of: (i) zero, or (ii) the lesser of 1.0, or the 
difference between the district’s ratio of open enrollment pupil units served to its resident 
pupil units for that year and 0.2. This clause does not apply to a school district where more 
than 50 percent of the open enrollment students are enrolled solely in online learning courses.

(c) If the amount of the reduction to be made from the general education aid of the resi­
dent district is greater than the amount of general education aid otherwise due the district, the 
excess reduction must be made from other state aids due the district.

(d) For fiscal year 2006, the district of residence must pay tuition to a district or an area 
learning center, operated according to paragraph (f), providing special instruction and ser­
vices to a pupil with a disability, as defined in section 125A.02, or a pupil, as defined in sec­
tion 125A.51, who is enrolled in a program listed in this subdivision. The tuition must be 
equal to (1) the actual cost of providing special instruction and services to the pupil, includ­
ing a proportionate amount for special transportation and unreimbursed building lease and 
debt service costs for facilities used primarily for special education, minus (2) if the pupil 
receives special instruction and services outside the regular classroom for more than 60 per­
cent of the school day, the amount of general education revenue and referendum aid attribut­
able to that pupil for the portion of time the pupil receives special instruction and services 
outside of the regular classroom, excluding portions attributable to district and school ad­
ministration, district support services, operations and maintenance, capital expenditures, 
and pupil transportation, minus (3) special education aid attributable to that pupil, that is re­
ceived by the district providing special instruction and services. For purposes of this para­
graph, general education revenue and referendum equalization aid attributable to a pupil 
must be calculated using the serving district’s average general education revenue and refer­
endum equalization aid per adjusted pupil unit.

(e) For fiscal year 2007 and later, special education aid paid to a resident district must be 
reduced by an amount equal to (1) the actual cost of providing special instruction and ser­
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vices, including special transportation and unreimbursed building lease and debt service 
costs for facilities used primarily for special education, for a pupil with a disability, as de­
fined in section 125A.02, or a pupil, as defined in section 125A.51, who is enrolled in a pro­
gram listed in this subdivision, minus (2) if the pupil receives special instruction and services 
outside the regular classroom for more than 60 percent of the school day, the amount of gen­
eral education revenue and referendum equalization aid attributable to that pupil for the por­
tion of time the pupil receives special instruction and services outside of the regular class­
room, excluding portions attributable to district and school administration, district support 
services, operations and maintenance, capital expenditures, and pupil transportation, minus
(3) special education aid attributable to that pupil, that is received by the district providing 
special instruction and services. For purposes of this paragraph, general education revenue 
and referendum equalization aid attributable to a pupil must be calculated using the serving 
district’s average general education revenue and referendum equalization aid per adjusted 
pupil unit. Special education aid paid to the district or cooperative providing special instruc­
tion and services for the pupil, or to the fiscal agent district for a cooperative, must be in­
creased by the amount of the reduction in the aid paid to the resident district. If the resident 
district’s special education aid is insufficient to make the full adjustment, the remaining ad­
justment shall be made to other state aids due to the district.

(f) An area learning center operated by a service cooperative, intermediate district, 
education district, or .a joint powers cooperative may elect through the action of the constitu­
ent boards to charge the resident district tuition for pupils rather than to have the general 
education revenue paid to a fiscal agent school district. Except as provided in paragraph (d) 
or (e), the district of residence must pay tuition equal to at least 90 percent of the district aver­
age general education revenue per pupil unit minus an amount equal to the product of the 
formula allowance according to section 126C.10, subdivision 2, times .0485, calculated 
without basic skills revenue and transportation sparsity revenue, times the number of pupil 
units for pupils attending the area learning center, plus the amount of compensatory revenue 
generated by pupils attending the area learning center.

[For text of subd 8, see M.S.2006]

History: 2007 c 146 art 1 s 16,25; art 3 s 21

127A.49 AID ADJUSTMENTS.

[For text of subd 1, see M.S.2006]

Subd. 2. Abatements. Whenever by virtue of chapter 278, sections 270C.86,375.192, 
or otherwise, the net tax capacity or referendum market value of any district for any taxable 
year is changed after the taxes for that year have been spread by the county auditor and the 
local tax rate as determined by the county auditor based upon the original net tax capacity is 
applied upon the changed net tax capacities, the county auditor shall, prior to February 1 of 
each year, certify to the commissioner of education the amount of any resulting net revenue 
loss that accrued to the district during the preceding year. Each year, the commissioner shall 
pay an abatement adjustment to the district in an amount calculated according to the provi­
sions of this subdivision. This amount shall be deducted from the amount of the levy autho­
rized by section 126C.46. The amount of the abatement adjustment must be the product of:

(1) the net revenue loss as certified by the county auditor, times
(2) the ratio of:
(i) the sum of the amounts of the district’s certified levy in the third preceding year ac­

cording to the following:
(A) section 123B.57, if the district received health and safety aid according to that sec­

tion for the second preceding year;
(B) scction 124D.20, if the district received aid for community education programs ac­

cording to that section for the second preceding year;
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(C) section 124D.135, subdivision 3, if the district received early childhood family 
education aid according to section 124D.135 for the second preceding year;

(D) section 126C.17, subdivision 6, if the district received referendum equalization aid 
according to that section for the second preceding year;

(E) section 126C. 13, if the district received general education aid according to section 
126C.13, subdivision 4, paragraph (b), clause (1), of that section in the second preceding 
year;

(F) section 126C.10, subdivision 13a, if the district received operating capital aid ac­
cording to section 126C.10, subdivision 13b, in the second preceding year;

(G) section 126C.10, subdivision 29, if the district received equity aid according to sec­
tion 126C.10, subdivision 30, in the second preceding year;

(H) section 126C. 10, subdivision 32, if the district received transition aid according to 
section 126C.10, subdivision 33, in the second preceding year;

(I) section 123B.53, subdivision 5, if the district received debt service equalization aid 
according to section 123B.53, subdivision 6, in the second preceding year;

(J) section 124D.22, subdivision 3, if the district received school-age care aid accord­
ing to section 124D.22, subdivision 4, in the second preceding year;

(K) section 123B.591, subdivision 3, if the district received deferred maintenance aid 
according to section 123B.591, subdivision 4, in the second preceding year; and

(L) section 126C.10, subdivision 35, if the district received alternative teacher com­
pensation equalization aid according to section 126C.10, subdivision 36, paragraph (a), in 
the second preceding year; to

(ii) the total amount of the district’s certified levy in the third preceding December, plus 
or minus auditor’s adjustments.

Subd. 3. Excess tax increment, (a) If a return of excess tax increment is made to a dis­
trict pursuant to sections 469.176, subdivision 2, and 469.177, subdivision 9, or upon decerti­
fication of a tax increment district, the school district’s aid and levy limitations must be ad­
justed for the fiscal year in which the excess tax increment is paid under the provisions of this 
subdivision.

(b) An amount must be subtracted from the district’s aid for the current fiscal year equal 
to the product of:

(1) the amount of the payment of excess tax increment to the district, times
(2) the ratio of:
(i) the sum of the amounts of the district’s certified levy for the fiscal year in which the 

excess tax increment is paid according to the following:
(A) section 123B.57, if the district received health and safety aid according to that sec­

tion for the second preceding year;
(B) section 124D.20, if the district received aid for community education programs ac­

cording to that section for the second preceding year;
(C) section 124D.135, subdivision 3, if the district received early childhood family 

education aid according to section 124D. 135 for the second preceding year;
(D) section 126C.17, subdivision 6, if the district received referendum equalization aid 

according to that section for the second preceding year;
(E) section 126C.13, if the district received general education aid according to section 

126C.13, subdivision 4, paragraph (b), clause (1), of that section in the second preceding 
year;

(F) section 126C.10, subdivision 13a, if the district received operating capital aid ac­
cording to section 126C.10, subdivision 13b, in the second preceding year;

(G) section 126C. 10, subdivision 29, if the district received equity aid according to sec­
tion 126C.10, subdivision 30, in the second preceding year;

(H) section 126C.10, subdivision 32, if the district received transition aid according to 
section 126C.10, subdivision 33, in the second preceding year;
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(1) section 123B.53, subdivision 5, if the district received debt service equalization aid 
according to section 123B.53, subdivision 6, in the second preceding year;

(J) section 124D.22, subdivision 3, if the district received school-age care aid accord­
ing to section 124D.22, subdivision 4, in the second preceding year;

(K) section 123B.591, subdivision 3, if the district received deferred maintenance aid 
according to section 123B.591, subdivision 4, in the second preceding year; and

(L) section 1.26C.10, subdivision 35, if the district received alternative teacher com­
pensation equalization aid according to section 126C.10, subdivision 36, paragraph (a), in 
the second preceding year; to

(ii) the total amount of the district’s certified levy for the fiscal year, plus or minus audi­
tor’s adjustments.

(c) An amount must be subtracted from the school district’s levy limitation for the next 
levy certified equal to the difference between:

(1) the amount of the distribution of excess increment; and
(2) the amount subtracted from aid pursuant to clause.(a).
If the aid and levy reductions required by this subdivision cannot be made to the aid for 

the fiscal year specified or to the levy specified, the reductions must be made from aid for 
subsequent fiscal years, and from subsequent levies. The school district must use the pay­
ment of excess tax increment to replace the aid and levy revenue reduced under this subdivi­
sion.

(d) This subdivision applies only to the total amount of excess increments received by a 
district for a calendar year that exceeds $25,000.

History: 2007 c 146 art 1 s 17,18
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