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State Spec. Ed. Funding 
Prior to FY 2015 - One Initial Aid Funding Formula for all 
Districts
Initial Aid = 68% of eligible salaries*

52% of the difference between contracted 
service costs and applicable gen ed. revenue
47% of spec. ed. supplies & equipment

*Does not include fringe benefits for special education staff

Excess Cost Aid =  75% of difference between the 
unreimbursed portion minus 4.36% of the general ed. 
revenue & tuition 



History

2012  Education Finance Group convened by 
Commissioner Cassellius

➔ Charged with developing a comprehensive 
set of school finance reforms, including special 
education finance.



Recommendations: 
2012 Finance Working Group
Increase special ed. aid to reduce cross subsidies
New formula that includes:
➔ Making funding more predictable using prior year 

data
➔ All expenditures (fringe benefits) eligible for state aid
➔ Aligning special ed. to gen. ed. funding through an 

equitable student funding formula
➔ Requiring the serving district to cover 10% of 

unfunded costs for open-enrolled students



2013 Legislative Session

Governor Dayton adopted the working group’s 
recommendations with appropriation increases of 
$125.8 million for FY15, $158.9 million for FY16, and 
$167.2 million for FY17

➔ The House and Senate did not include the 
Governor’s recommendations in their E-12 Ed. 
bill

➔ Budget increases were only 25% of the 
Governor’s recommendation which resulted in 
the current formula



Finding Your Data

1. Go to MDE 
Home page

1. Click on 
Data Center

1. Click on 
Data 
Reports and 
Analytics



Scroll down to 
Minnesota Funding Report 
(MFR)



1. Pick your District
2. View All Reports
3. Select Special 

Education 
4. Year: 16-17
5. All Reports
6. Click List Reports
7. Special Education 

Comprehensive Aid 
Report



Current Special Ed. Funding Formula

Initial Aid calculation  (3 options)
➔ Cost-driven formula based on the old formula
➔ Cost-driven formula based on total of non-

federal expenditures
➔ Student -driven formula

The Initial Aid is the LEAST 
of the three calculations







Special Ed. Funding Formula

Excess Cost Aid (2 options)
Based on prior year data:

● 62% of the difference between the unreimbursed portion of 
the old formula and 2.5% of the product of the district’s 
general education revenue and the ratio of $5,831 to the prior 
year formula allowance; or 

● 56% of the difference between the unreimbursed portion of 
the total non-federal cost and 7% of the product of the 
district’s general education revenue and the ratio of $5,831 to 
the prior year formula allowance. 

The Excess Cost is the GREATER 
of the two calculations





Special Transportation

100% of the transportation expenditures 
(prior year) are included in the formula:

● Special Education Transportation (FIN 723)
● Homeless/Care and Treatment/ Section 504 

(FIN 728)
● Depreciation of Vehicles





State Special Ed. Aid

The LEAST of the three Initial Aid Calculations 
+

The GREATER of the two Excess Cost Aid Calculations 
+

The TOTAL Transportation Costs 
=

GROSS STATE SPECIAL EDUCATION AID 
THEN..

Factor in Tuition Adjustment and you have the Net Special 
Education Aid subject to Hold Harmless (minimum 

calculation) and Growth Limit (maximum calculation)





Trivia Question:

How many Districts are at the CAP?



Trivia Question:
If you are at the CAP and this year you had more 
students 

● open enrolling and in need of special ed. 
transportation

● experiencing homelessness and in need of 
transportation

● in care and treatment and in need of 
transportation….

Will you receive more aid to support the increase in 
transportation expenditures?



Trivia Question:

When did District’s receive the Final SFY 2016-2017 
Special Education Aid Report? If they were at the 
CAP, did they have time to adjust?



Tuition Billing
What is it?

➔ Billing of unreimbursed costs for serving non-
resident or open-enrolled students.

➔ The serving district pays 10% of unreimbursed 
costs and resident district pays 90% of 
unreimbursed costs.

➔ Cooperatives, Intermediates no longer get 
100% reimbursement (subject to proration)

➔ Three charter schools get 100% of 
unreimbursed cost plus lease costs.



Trivia Question:

If the serving district is at the CAP, can they get 
tuition billing aid for serving nonresident students?

Where does the tuition billing aid go?



How does Minnesota’s special 
education funding formula 
compare to other states?



Emily Parker

Education 
Commission 
of the States





Cross-subsidy

What is it?
➔ Cross-subsidy of Special Education is the 

amount from the general fund to pay for the 
unreimbursed special education costs.

How do I find my District’s Cross-subsidy?
➔ On the Aid Report - subtract Line 78 from Line 67





What Do We Need To Do Now?

Have Clean Data!!!!!!
➔ All students in special education are correct in 

MARSS
➔ Disburse special ed. staff expenditures by the 

disability areas they serve
➔ Correctly code transportation expenditures
➔ UFARS and SEDRA match



What Is MASE Doing?

Training Directors of Special Education

➔ MASA Conference
➔ AMSD Conference
➔ MASBO Conference

May 9, 2018 Finance Boot Camp (Pilot)

Nov. 14, 2018 Finance Boot Camp - Bemidji

Jan. 16, 2019 Finance Boot Camp - Metro

Feb. 13, 2019 Finance Boot Camp - Staples

April 10, 2019 Finance Boot Camp - Mankato

May 15, 2019 Finance Boot Camp - Madden’s

Legislation

Part of a Special Education Funding 
Work Group with MASA, MASBO, 
MSBA, & MREA

Meeting with Senator Pratt

Testified at the Senate Policy 
Committee



What Can We Do Together?

It’s a balancing act between meeting student 
needs, legal requirements, unfunded mandates, 

and managing the new funding formula.

Unify our voices and collaborate/lobby with your 
Special Education Director and Business 

Manager!



Talking Points for Change
Funding Formula:
➔ Develop one predictable and equitable statewide 

special ed. funding formula
➔ Remove individual CAPs and have an equal 

proration factor for all districts 
➔ Eliminate the use of a base year
➔ Use current year expenditure data, not prior year 

data
➔ Return special transportation to a dedicated 

funding source and fully fund (like the past)



Talking Points for Change
➔ Increase funding - funding is not sufficient to stop 

the growth of the cross-subsidy
➔ Look at MN Statutes that exceeds Federal 

Regulations causing increased costs
◆ Example: FAPE in nonpublic school

➔ Apply the same standard for transporting open 
enrolled special education students as we have for 
general education students

➔ Apply the same standard for the closing of a grade 
due to capacity to ECSE and Transition programs



THANK YOU!


