
2023-2024 REVISED BUDGET SUMMARY  
 
General Overview  
The FY 24 budgets for Minnesota school districts were impacted significantly by changes made 
during the 2023 Minnesota Legislative session, which had some unusual characteristics – a 
historic budget surplus, a DFL “trifecta,” and it was the first fully in-person session since before 
the COVID-19 pandemic.  There were an unprecedented number of bills proposed in both 
legislative bodies, and the session was completed by the statutory deadline of May 22, 2023 
with a budget in place.    
 
There were many new pieces of enacted legislation that impacted school districts in Minnesota. 
On the revenue side, key components were a formula increase of 4% in FY 24 and 2% in FY 
25, tying the formula allowance to inflation for FY 26 and beyond, an increase in special 
education cross-subsidy aid, an increase in English Learner cross subsidy aid, new student 
support personnel aid, and new school library aid.  While some of this funding can be used for 
existing expenditures, there were also many new requirements for additional expenditures that 
school districts will need to incur.  A few examples are summer unemployment insurance for 
hourly, unlicensed school employees, new literacy requirements for training and curriculum, and 
the requirement to make available menstrual products and opiate antagonists.  These changes 
are included in the FY 24 Revised Budget.  
 
Student enrollment at Pine City Schools has returned to pre-pandemic levels and is projected to 
be stable.   Enrollment has a significant impact on the district’s revenue as the number of 
students served drives a significant portion of the district’s revenue.  The district has been using 
some federal COVID relief funds to maintain staffing levels for continuity of operations.  
However, these funds are only temporary.  To make progress toward resolving the underlying 
deficit spending, Pine City Public Schools has been trimming expenditures.     
 
Our district is facing facility challenges that are impacting learning and the student experience. 
At the elementary school, failing structure, aging infrastructure and safety and security needs 
are putting pressure on our operating budget. At the high school, the Alternative Learning 
Center program lease is expiring at the Civic Center, safety and security needs and a lack of 
physical education space are putting pressure on the operating budget. Additional investments 
in our schools will allow our district to provide a safe, supportive and versatile learning 
environment and positive student experience – today and in the future.  In absence of an 
approved referendum, the district will be faced with the challenge of the increased cost of 
needed maintenance projects and impacts to teaching and learning. 
 
The greatest outstanding financial risks for our district at the time of the creation of this budget 
are inflationary pressure on wages, facility maintenance, and many other categories of 
expenditures.  
 
Key Assumptions in the FY 2024 Revised Budget:   

●​ General Education formula increase of 4.0%  ($466,622) 
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●​ Special Ed Cross-subsidy, based on new legislation   ($440,000 from $70,000 py) 
●​ EL cross-subsidy, based on new legislation   
●​ Summer Unemployment Insurance, based on new legislation   
●​ K-12 Average Daily Membership updated to reflect current enrollment.   
●​ Teacher contract settled (3% plus steps and improvements to benefits)  $550,000 
●​ Transportation 3.0% contract increase   
●​ Federal COVID relief funds of $173,000 supplanting existing technology expenses to 

stabilize the budget for continuity of operations (these funds will be depleted after 23-24)  
●​ Federal COVID relief funds of $150,000 towards Outside School Time Learning in FY24, 

and an additional $127,230 will be used early in 2024-2025 school year and will deplete 
the ESSER funds. 
 

 
 
Federal COVID Relief Funds  
Recognizing the financial pressures created by the COVID-19 pandemic, the federal 
government passed legislation that provides funding to K-12 schools to help mitigate the 
additional expenses related to continuing to educate students during a pandemic.  Three federal 
bills have been passed that include K-12 funding components:  
 

1.​ Coronavirus Aid, Relief, and Economic Security (CARES) Act, passed March 27, 2020 
2.​ Coronavirus Response and Relief Supplemental Appropriations (CRRSA) Act, passed 

December 27, 2020  
3.​ American Rescue Plan Act, passed March 11, 2021  

 
At the time of budget creation, Pine City Public Schools is aware of access to the federal COVID 
relief funds listed on the next page.  Each has a unique set of allowable uses.  These funds 
cannot simply replace lost revenue.  They must be spent on allowable uses per statute and are 
reimbursed through a claims process.  The district finished using the Round I funds in 2021-22.  
Round II funds will be fully expended by the end of 2022-23, and Round III funds will be fully 
spent by the end of the 2023-24 school year, with the exception of some ESSER III funds which 
will be spent in the summer of 2024-2025 school year.   The district is committed to using these 
federal COVID relief funds in a thoughtful and responsible manner.  These one-time revenues 
are best utilized on one-time expenditures to avoid a “funding cliff” that would lead to future 
budget cuts.   To the extent that the district is able to use these federal funds to preserve 
existing fund balance for continuity of operations, it will do so.  The District has primarily used 
these funds for continuity of operations for technology, stipends/LETRS Training, student/staff 
safety during the pandemic, and mental health.  The ESSER III Out of School Learning - 20 % 
Learning Loss funds will allow the District to make purchases to enhance classroom hands-on 
learning experiences. 
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Competitive Grants
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Enrollment 
Student enrollment is extremely important, as it drives many of the funding formulas used to 
generate both state aid and local levy. 
 
Key Terms:   
Resident Student:  The District where a student’s parent or guardian lives

 
Average Daily Membership (ADM) 

●​ The count of students in the district for the full school year 
●​ Students that are present for only part of the year are prorated for their time attending 

the school. 
●​ Excused absences from school (illnesses) do not reduce a school district’s ADM 

 
Adjusted Pupil Units (APU) 

●​ Each attending student is weighted by grade level 
●​ The different weights are intended to reflect differing educational costs across grade 

levels 
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October 1 Counts: 
●​ Students enrolled in a school district as of October 1 of the school year 
●​ Used only for a few funding formulas 
●​ Used as the denominator for the compensatory revenue formula 
●​ Used in enrollment projections 

 
The enrollment projection for the FY 2024 original budget included Average Daily Membership 
(ADM) of 1561.  The FY 2024 revised budget projects enrollment at 1581 ADM.  The District 
constantly monitors enrollment for changes caused by mobility, local economic development or 
decline, and other external factors. A slight decrease in enrollment occurred in FY 21 due to the 
unusual circumstances of the COVID-19 pandemic, which led some families to choose other 
enrollment options such as home schooling, online charter schools, or nonpublic education.  
The District has recaptured some enrollment in FY 22, and in FY23 enrollment returned to 
pre-pandemic levels. Enrollment is projected to maintain stable in future years.   
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REVENUE: 
 
GenEd Formula Allowance:  $7138 
Enrollment increased by 20 students​ 

●​ FY23 1575 
●​ Adopted 1561 
●​ Revised 1581 
●​ FY25 1582- $7,281  (2% increase)  
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Total Revenue Increase over prior year:  $1,480,914 
 
Tax Revenue increased due to higher Tax Apportionment Revenue from the County.  Gen Ed 
is reduced by the same amount so no increase in revenue.  
 
Local sources:  The increase is primarily driven by an increase in interest earning due to rising 
interest rates and an addition of an athletic donation. 
 
State Aids: The largest component of this increase is due to a better-than-anticipated 
enrollment that resulted in an increase of 20 students.  The district also received a 
reimbursement for the new summer Unemployment Insurance program, which was created by 
the 2023 legislative session for hourly, unlicensed employees. The 2023 legislative session set 
aside $135 million of on-time funds to reimburse school districts for this new program.  Included 
is also a prior year receivable for Special E   
 
Federal Sources were adjusted to reflect actual expenditures anticipated in FY24 that will be 
reimbursed by Federal COVID relief funds (ESSER).  Once the district spends those funds on 
allowable expenditures, a claim is submitted to MDE to receive the funds. 
 

—------------------------------------------------------------------------------------------------------------------------ 
 
Unless a dramatic shift occurs to the way public school districts are funded in 
Minnesota, expenditures will likely always increase at a rate greater than revenues. This 
means that each year, unless program efficiencies or cost reductions occur, there will be 
some budget gap. The degree of the shortfall can vary due to a myriad of factors.  

Despite the historic funding increase specified in the state’s 2023 education bill, 
increased expenses stemming from high inflation and rising labor costs are still 
surpassing the annual funding increments provided by the state resulting in a 
widening—rather than narrowing—gap in funding, as illustrated in the "General 
Education Formula Allowance" chart below. 

The chart from the Association of Metropolitan School Districts (AMSD) demonstrates 
that had the allowance increased by the rate of inflation each year since 2003, the 2025 
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allowance per pupil would be $8,637. The difference between the FY25 formula 
allowance per pupil and the inflation adjusted formula allowance is $1,356 or 18.6%.  

This funding gap is true for districts across the state.  What this means for funding here in Pine 
City Schools, is that had the allowance increased by the rate of inflation each year since 2003, 
the 2025 allowance per pupil would be $1356 more per pupil, or $2.3 million. 

 
 
Expenses are higher than revenues by $92,957 
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Salaries & Wages:  Reflects contract settlements / salary increases  
Employee Benefits:  Reflects contract settlements and unemployment benefits 
Purchased Services:  

●​ Anticipating 50,000 less in utility cost from original budget= milder winter than prior year, 
still an increase of 7% over prior year. 

●​ Transportation 3% increase 
●​ Referendum costs:  purchased services / supplies   $25,000 purchased services 
●​ Contracted Facility Repair 
●​ Sub Costs 

Capital Expenditures:  ALC Plans $123,000 and Civic Center repair 
 
 
FY24 Budget Revision is still based on a lot of assumptions: 
Things that could change: 
Attempt to overestimate expenses and underestimate revenue (closer at this point in the year vs 
preliminary budget) 
Enrollment  
Estimated receivables fluctuate 
Chargebacks 
Major unexpected repair 
Claim settlement 
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FY25 Budget Summary 
 
 
 
Fund Balances: 

 
 
Key Assumptions in the FY 2025 Preliminary Budget: 

●​ Budget Projection showed continued deficit spending 
●​ General Education Formula increase of 2.0% (aprox $250,000) 
●​ Summer unemployment remains at same levels from exp and rev as prior year 
●​ K-12 Average Daily Membership based on enrollment projection - same as last year 
●​ AFSCME and individual contracts not settled 
●​ Transportation contract increase 3% 
●​ Property & Liability Insurance increase of $35,000 or 23% 
●​ Federal COVID relief funds fully depleted after $127,230 in early 2024-25 
●​ READ Act and competitive grants not budgeted revenue or expenditure due to timing 

and revenue neutral. 
●​ Supply budgets have been trimmed by 25%, instructional software held same but being 

reviewed for return on investment 
●​ Staffing and student enrollment numbers remain stable 
●​ Purchased services -  

○​ no ASL interpreter, savings of $62,000 
○​ No out of state SPED services $25,000 
○​ Increase in LSN Services $40,000 
○​ HR purchased services:  $32,000 if retain for full year 
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Total Revenue Increase in FY25 over prior year: $150,719 
 

 
 
Expenditures are up in total by $57,790 
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LTFM Major Projects 2024-2025 

 

Other Annual LTFM items: 

●​ Custodial Salary for repairs 
●​ Electrical, Plumbing, Mechanical System repairs 
●​ Playground wood chips 
●​ Institute for Environmental Assessment - Health/Safety Management 
●​ Interior Site Improvements 
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Food Service Budget: 
The Food Service Fund is a self-sustaining fund whose mission is to provide quality, nutritious 
meals and snacks that support the growth and development of our students to fuel their 
learning. Revenue comes from a variety of sources including state and federal funding, student 
and adult purchases, federal commodities, and grant dollars. The majority of the expenditure 
budget is accounted for in labor, food and milk costs.   
 
There has been a lot of disruption in the Food Service Funds since the beginning of the 
pandemic, operating under many different operating models. Supply Chain Assistance funds 
and other programs generated unanticipated revenue that increased Food Service fund 
balances throughout the state. The Minnesota Department of Education made a temporary 
change to increase the maximum allowable Food Service fund balance to six months of 
operating expenses. Our understanding is that this temporary change will end at the end of FY 
2025, when the maximum allowable fund balance will return to three months of operating 
expenses. Food Services is planning to purchase equipment to ensure they are below this 
threshold by the end of FY 2025. The Free School Meals for Kids was signed into Minnesota 
law by the governor on March 17, 2023. This program provides a free breakfast and lunch each 
school day to students. This program exists in perpetuity unless there is a legislative change. 

 
 
 
Community Education Budget: 
General Community Education includes programming such as youth and adult enrichment 
programs, driver’s education, and school age child care. Early Childhood Family Education 
activities are to improve parenting skills of new and expectant parents and to provide learning 
experiences for parents and children. School Readiness provides comprehensive early 
childhood education that will prepare children to enter kindergarten. Adult Basic Education 
provides adults with education opportunities to acquire and improve literacy skills in order to 
become self-sufficient employees, family members, and citizens. Restricted includes other 
community programs such as early childhood screening and nonpublic pupil aid programs.   
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Debt Service Fund: 
The Debt Service Fund is used to record revenues and expenditures for a school district’s 
outstanding bond indebtedness. 
 
The District is required to levy 105% of the scheduled debt service payment so there are 
adequate funds available to make payments even if some taxpayers are delinquent in paying 
their taxes. Fund balance accumulates over time. The existing fund balance is to help meet 
these obligations.  
 

 
 
Summary of all Budgets: 
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