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2016 Legislative Changes (SB131)

s> In addition to the general aid formula changes and
teacher compensation accountabilities Senate Bill 131
included a few other changes:

1) Equalization of select general fund “Other Revenues”;

) Month cash balance limitations;

) New Capital Outlay Fund flexibilities;

) Limitations on tax request for the Capital Outlay Fund;

)

)
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Repeal of Pension Fund levy; and
Closure of Pension Fund.

o))

s> Today's presentation will cover all these changes and
help you understand how this may impact your district.



so For equalization of other revenues, do you know what your
district’s base amount is (or know where to find it)?

s Other revenue equalization will be phased in over how many
years? How is it phased in?

s« Do you know how other revenue equalization distributes the
funds equalized? Will your district benefit (receiving
funding) as a result of this reallocation in FY2018?

s> What revenue accounts are identified as other revenue?

s True or False - | don’t need to worry about my district’s
monthly cash balances in fiscal year 2018.

True or False - | have until 6/30/2020 to close my pension
fund and transfer any balance to the general fund.
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Other Revenue Equahzation

s> What revenues are included?
Utility Taxes (1140)
Revenue in Lieu of Taxes (1210 & 2200)
County Apportionment (2110)
Wind Farm Taxes (3113)
Bank Franchise Taxes (3114)

s> Base amount = sum the above revenues for each year 2013-2015,
find the year in which the district reported the greatest amount.

s> Base percentage in 2018 = 100%, 2019 = 80% of base, 2020 =
60% of base, 2021 = 40% of base, 2022 = 20% of base, 2023 =
ALL other revenues are equalized.

s> PLEASE NOTE: ALL of the above other revenues will continue
to be paid to districts as done in previous years — there has been
NO CHANGE in the payment process for any of these revenues.




How are these funds equahzed?

s> Step 1. Beginning in fiscal year 2018 —
compare the sum of all “other revenues”
reported on annual report from two years
prior (2016) and compare to the base amount
for that fiscal year.

s> Step 2: IF the amount reported in 2016 was
greater than the allowable base — that amount
will be included in the general state aid
funding formula as “local effort — other
revenue”.



Impact of Other Revenue Equalization on FY2018

Equalization of Other Revenues SDCL 13-13-10.1(6A)

100% in
Shown here to see how we arrived at
your “base” amount. FY2018
2013 2014 2015 2016 FY2018 Amount
Apportioned | Apportioned | Apportioned REIEEI=IRei#I0N TR Nololelgile]g]=To! Equalized (Other
Dist# District Name Funds Funds Funds 2014 or 2015 Funds Revenue Local Effort)
6001 | Aberdeen 06-1 $1,721,682 $1,406,787 $1,455,024 $1,721,682 $1,470,369 $0
58003 Agar-Blunt-Onida 58-3 $367,489 $243,360 $301,417 $367,489 $293,183 $0
61001 Alcester-Hudson 61-1 $214,118 $232,292 $240,423 $240,423 $221,883 $0
11001|Andes Central 11-1 $153,578 $84,286 $98,043 $153,578 $120,546 $0
38001 |Arlington 38-1 $157,847 $150,888 $124,191 $157,847 $114,564 $0
21001|Armour 21-1 $73,304 $70,430 $78,885 $78,885 $81,320 $2,434

Based on the above information only the Armour School District will
include for their general aid funding estimates an amount for “Local
Effort — Other Revenue Equalization” all other districts’ actual

revenues received in FY2016 are less than their base.



EY2018 — Local Effort, Other Revenues

FY2018 Estimate of General State Aid Need - Budgeting

Count of LEP students scoring (composite) less than 4.0 on
Language Acquisition Assessment (taken 2/2017)

Enter estimated count of students:

State Aid Fall Enroliment 2017

Formula Number of Certified Instructional Staff FTE: LEP Adjustment
State Aid Fall Enrollment Count (Fall 2017) - Number of Eligible LEP Students -
X Target Student/Certified Instructional Staff FTE Ratio 12.00 X LEP Weight 25%
Formula Number of Certified Instructional Staff FTE - Weighted LEP Student Count -
LEP Adjustment Teachers -
Formula Certified Instructional Staff Salary/Benefit Need: Calculation for LEP Teacher Salary/Benefit Need:
Target Certified Instructional Staff Salary $48,645.50 Target Certified Instructional Staff Salary $48,645.50
X Target Certified Instructional Staff Benefits % 29% X Target Certified Instructional Staff Benefits % 29%
Target Certified Instructional Staff Salaries + Benefits $ 62,753 Target Certified Instructional Staff Salaries + Benefits $ 62,753
Need based on Certified Instructional Staff Salaries/Benefits $ = Need based on Certified Instructional Staff Salaries/Benefits $ =
Overhead Costs Overhead Costs
X % of Overhead Costs 31.04% X % of Overhead Costs 31.04%
State Aid Share for Non-Teacher Expenses $ - State Aid Share for Non-Teacher Expenses $ -
State Aid Total Need for Formula FTE $ - State Aid Total Need for LEP Only $ -
TOTAL GENERAL STATE AID NEED $0
MINUS
Enter here the amount of Local Effort - Property Taxes s .
other revenue equallzatlon Local Effort - Other Revenue Equalization $ -

for FY2018

General State Aid




How are these funds equahzed?

s> Step 3: In fiscal years beyond 2018:

Compare sum of reported other revenues from 2 years
prior to allowable base amount — amount in excess is local
effort-other revenue.

See amount that may be equalized in FY2018 for your district:
http://doe.sd.gov/ofm/schoolbudget.aspx (Impact of Other Revenue
Equalization, FY2018)

FY2018 Base = 100% compare to 2016 AR

FY2019 Base = 80% compare to 2017 AR
FY2020 Base = 60% compare to 2018 AR
FY2021 Base = 40% compare to 2019 AR
FY2022 Base = 20% compare to 2020 AR

(AR = sum of other revenues reported on annual report)


http://doe.sd.gov/ofm/schoolbudget.aspx

Example = Other: keyenue Equalized in Formula

School District A: BASE AMOUNT = $152,000

FY2016

FY2017

Sum of other Revenues

$92,500

- $87,650

Base Amount

Amt Equalized (local effort funding formula)

FY2018 FY2019  FY2020 FY2021  FY2022 FY2023
$93,750 $91,890 $90,600
$152,000 $91,200 $60,800 $30,400 $0
/ /
$0 $0 $32,950 $61,490 $90,600
100% 80% 60% 40% 20% 0%
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How does other revenue get equalized?

s> Each fiscal year the total amount equalized will be
reallocated to all state aid eligible districts by
Increasing the overhead rate.
Overhead rate in FY2017 = 31%

Overhead rate in FY2018 = 31.04%
(approximately $250,000 equalized)
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Monthly Cash Balances

s» Each district reports to DOE as part of their annual
financial report the monthly cash balances for
funds 10, 21, 22 and 24.

s» Monthly cash balances for the past two fiscal years
(2015 and 2016) are posted on DOE's website,
http://doe.sd.gov/ofm/schfinance.aspx So go out
to the website, find your lowest month and
analyze your options!

s> The reported cash balance is the sum of GL asset
accounts 101-108 + 180.

s> The percent of cash balance is calculated by taking
the lowest monthly cash balance and dividing by
the total fiscal year expenditures.

s> Waiver forms for districts exceeding allowable
balances will be available in FY2018 via the annual
report.
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http://doe.sd.gov/ofm/schfinance.aspx

Allowable Cash Balances

s School districts with State Aid Fall Enrollment (SAFE) of
Less than 201 = 40%

so School districts with SAFE of 201 — 599 = 30%
so School districts with SAFE of greater than 599 = 25%

s» The SAFE count used for the purposes of determining
cash balance allowance is; the lesser of the school
district's student count for the current year or from prior
two years.

s> Penalty for exceeding allowable balance — reduction in
state aid by the amount by which the district exceeded
their allowable percentage.

so Penalty in FY2019 will be determined by using the
district’'s most recent financial data. (Annual Report from
FY2018).
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Example of (ash Balance Penalty Calculation in FY2019:

Allowable Percentage 30%
- Total Expenditures - fund 10 $3,219,600
Allowable Cash Balance $965,880
- Lowest Monthly Cash Balance - fund 10 $512,500
Penalty - Reduction in State Aid $0

School District B:

these calculations would be from the
district's FY2018 annual report.

Expenditure and monthly cash data used in

Allowable Percentage 30%
Total Expenditures - fund 10 $3,219,600
Allowable Cash Balance $965,880
Lowest Monthly Cash Balance - fund 10 $1,156,000
Penalty - Reduction in State Aid $190,120
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Transiers irom Capital Outlay Fund to General Fund

s> Beginning in FY2017 districts have been authorized to
‘transfer” from fund 21 to fund 10 an amount not
greater than 45% of the total property taxes receipted to

fU nd 2 1 (SDCL 13-16-6)........ A school district may transfer from its capital outlay fund
to its general fund an amount not to exceed forty-five percent of the total tax revenues
deposited in that fund during the current school fiscal year.

s> The transferred amount may be used for any allowable
general fund expenditure.
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How is this difierent than previous years?

s» Prior to FY2017 districts were authorized by statute to
purchase from the Capital Outlay Fund select “general
fund type expenditures”. Expenditures such as fuel oll,
student transportation costs, etc.

s> The amended statute did not change the allowance to
purchase textbooks, instructional software, 15% of
contracted transportation costs and mileage paid to
parents. These continue to be allowable Capital Outlay
expenditures.
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Capital Outlay Fund — Pay 2018

s» How can I estimate the maximum amount my
district can request for pay 20187

Multiply the maximum amount allowed for pay 2017
times CPI (1%) and when available multiply that
amount times the growth percentage (an official % is
not available from Dept. of Revenue until August,
2017). See below examples.

B
Capital Outlay Tax CPI (0%) or Maximum Capital
Pay 2016 Taxable Dollars at Max Levy in 3% Growth Pay = Outlay Request, ' CPI(1%) for Growth Maximum Request for
School District Valuation Pay 2016 whichever is 2017 Pay 2017 F¥2018  Pay 2018 Pay 2018
ABERDEEN $2,098,202,438 $6,294,877 0% 14% $6,379.858 56443657 nfa  ColumnI*Growth %
AGAR - BLUNT - ONIDA $1,017,771,437 $3,053314 0% 0.7% $3,074688 $3105434 n/a Column I * Growth %

n/a = not yet available
17



Pension Fund — FY20187

so Authority to levy for Pension Fund was repealed -
effective pay 2017 requests— therefore districts received
and receipted to their Pension Fund the second half of
pay 2016 but $0 for pay 2017 in fiscal year 2017.

so In FY2017 — ALL property taxes received in FY2017
MUST be deposited into the Pension Fund. Districts
should have continued to use Pension Fund as in past
years.

so Last year's SB131 allowed for districts to continue to
operate the Pension Fund until June 30, 2020.

so If a district has minimal funds remaining in their
Pension Fund before 6/30/2020 — the fund may be
closed and any remaining amount transferred to the
General Fund.
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Pension Fund — How Long to (perate?

s> So....when is the “right” time to close your Pension Fund?

o District have options about how long to operate the Pension Fund:
* May close any remaining funds to general fund at the end of FY2017.

* May choose to transfer a portion of the Pension Fun to General Fund each year until
6/30/2020.

* May leave all remaining funds in Pension Fund until 6/30/2020.
s> What to consider before closing the Pension Fund.....

o Does my district have an issue/concern with monthly cash balance limits within
the general fund?

Does my district have future obligations for early retirement programs?

Teacher compensation may include any expenditures for teacher salaries and
compensation — from ANY fund.

o If moving funds from pension fund — what is the best month to make that
transfer?

o Remember closure of the pension fund is final, once you transfer remaining funds
to the general fund and the fiscal year has ended, you may not operate the
pension fund again.
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