ABE STATE AID FUNDING FORMULA DESIGN  ~  MS 124D.531
Prepared by:  Minnesota Department of Education Adult Basic Education Office – 7/24/08
There are four components to the ABE funding formula that aggregate annual revenue for an approved ABE “consortium”.  An ABE consortium may be a school district, a group of school districts, or a Community-Based Organization.  Some ABE consortia are single districts, like Minneapolis and St. Paul, and others are groups of districts that have voluntarily combined for increased efficiency.  The four components of the ABE law are intended to reflect the need for ABE services.  FY 2009 example aid numbers are used in this explanation.
An annual appropriation is established in law.  That appropriation is divided into four revenue components in the following sequence and manner:
1. Base Population Aid – Each school district that is a member of an ABE consortium receives $1.73 per resident of the school district, or a minimum of $3,844 per district.  This is the first funding component to be determined.  This component uses about 22% ($9 M) of the total ABE appropriation.  The $1.73 and the $3,488 are the fixed amounts specified in law. District resident count is determined by US census data.
NOTE: After the Base Population Aid is calculated, the remainder of the ABE appropriation (about $32 M) is allocated among the three other ABE formula components as described in law using an 84% - 8% - 8% ratio.  See below.
2. 84% – Prior Year Contact Hour Revenue – A prior year contact hour rate is determined by dividing the available contact hour revenue (about $27 M) by the statewide prior year contact hour total (about 5,200,000 hours).  The rate for FY 2009 was determined to be $5.41 per prior year contact hour.   Each consortium reports prior year contact hours to the state and this component of the revenue for a consortium is calculated by multiplying the rate times the consortium’s contact hours.  
3. 8% –  LEP Aid Component – This component uses 2nd prior year K-12 school district Limited English Proficient student data collected by MDE for each school district and determines a rate for each LEP pupil in a district.  The rate is calculated by dividing the available appropriation for this component (8% of the remainder which is about $2.6 M) by the total K-12 LEP count in the state.  For FY 2009, that rate was $38 per LEP unit.
4. 8% –  Over 20 No Diploma Component – This census driven component uses the remaining 8% of the appropriation (about $2.6 M).  A rate is calculated for each resident of a school district that is over the age of 20 and does not have a high school diploma, a figure that is collected by the US census for each school district.  That rate for FY 2009 was calculated to be $5.05 per resident over 20 without a diploma.
Aid Limits (Caps):

In ABE law there are two “caps” on a consortium’s revenue: an 11% growth cap on contact hour revenue, and a $22 gross revenue per prior year contact hour cap.  Caps were established in law so that one consortium does not have unfair revenue gaining advantage over the others. Problems occurred in the past, prior to the current ABE formula development, when certain consortia expanded too fast and accessed too much of the limited resources.  The $22 cap is in place to establish a reasonable upper limit to the amount of total state aid revenue a consortium can receive per prior year student contact hour. Since some consortia receive a significant amount of Base Population Aid and have relatively few contact hours, those consortia would earn significantly (and unfairly) more per prior year contact hour if they were not capped in this manner.
The 11% Growth Cap says: “The amount a consortium receives in contact hour revenue in the current year, may not increase more than 11% for the next year.”  

The $22 Gross Revenue Per Contact Hour maximum says – “A consortium may not receive more than $22 per prior year contact hour after all state aid formula components are totaled.”  

All capped funds are returned to the ABE formula.  The $22 cap adds to next year’s state appropriation and the 11% growth cap is distributed in the current year to all consortia who are not at the $22 limit.  

The following page provides greater FY 2009 funding detail.
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State Aid:  The Four Formula Components

1.  BASE POPULATION AID




(
Rate set in law = 

$1.73 per member district resident or $3,844 minimum

uses $ 9,235,154 of the total appropriation:  $41,445,951
----------------------------------------------------------------------

OF THE REMAINING $32,210,797:

84% = contact hour aid 
(% set in law – see 2 below)

  
  8% = LEP aid  


(% set in law – see 3 below)

  
  8% = Over 20 No Dip. Aid  
(% set in law – see 4 below)

----------------------------------------------------------------------

2. CONTACT HOUR REVENUE (computed from prior year hrs.)(

  (
$ 27,057,069  (84%)
rate = $5.41 per prior year contact hour (was $5.01)

3. LEP REVENUE  (Limited English Proficient K-12 count)

(
$  2,576,864  ( 8%)

rate = $37.93 per 2nd prior year K-12 LEP unit  (was $37.45)

4. OVER 20 NO DIPLOMA REVENUE (from US Census)
(
$  2,576,864  ( 8%)

rate = $5.05 per over 20 no diploma census unit  (was $4.88)

FEDERAL ABE AID FORMULA



(

  ( 

Consortium’s proportion of “Level One” 


contact hours = $ 0.90 per hour  (was .85)

TWO STATE AID FORMULA CAPS
1. CONTACT HOUR REVENUE GROWTH CAP:  11% 

The amount a consortium receives in contact hour revenue may not increase by more than 11% over the previous year.  
Big Fish Lake Consortium Example:

Big Fish FY 2008 





 FY 2009

 

Contact Hour Aid
  So the cap would be:  
 11% Cap_



 
    $100,000






$111,000

B.F. FY 2008

FY 2009 State

     Hours_    
  x 
  C. Hr. Rate__



  22,659

    
      $ 5.41
    
  =     $122,585
Therefore, Big Fish loses $11,585 (122,585 – 111,000) because of the growth cap, and is awarded $111,000 in contact hr aid for FY2009.  

The $11,585 returns to the contact hour aid pool in FY 2009 for distribution to all other consortia and effectively raises the contact hour rate for all non-capped consortia.

Big Fish effectively gets a contact hour rate of:

$111,000  (  22,659 hrs = $4.90 per prior year contact hour 

2. GROSS REVENUE PER CONTACT HOUR
A consortium may not receive more than $22 per prior year contact hour in total state aid ABE revenue. 

Example:  Let’s say that Little Minnow Consortia state aid (all 4 components) is $78,000 before the $22 cap is applied.  So, to calculate the gross aid per hour:

    FY 2009  






Total State Aid
   
  FY 2008
before $22 cap
       Contact Hours
    $78,000
          (
  3,000    
  =   $26.00 per prior year contact hour 

Therefore, Little Minnow is over the cap by $4.00 / hr. and their total program revenue must be reduced to $22 / hr  x  3,000 hrs = $66,000 

And the difference ($12,000) is returned to the state ABE appropriation in FY 2010.
