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A bill for an act
relating to education finance; transferring funding from the alternative teacher
compensation program to the general education revenue basic formula allowance;
amending Minnesota Statutes 2008, section 126C.10, subdivisions 1, 2; repealing
Minnesota Statutes 2008, sections 122A.414, subdivisions 1, 1a, 2, 2a, 3, 4;
122A.4144; 122A.415, subdivisions 1, 3; 122A.416; 126C.10, subdivisions
35, 36; Minnesota Statutes 2009 Supplement, sections 122A.414, subdivision
2b; 126C.10, subdivision 34.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. Minnesota Statutes 2008, section 126C.10, subdivision 1, is amended to read:
Subdivision 1. General education revenue. For fiscal year 2066 2012 and later,
the general education revenue for each district equals the sum of the district's basic
revenue, extended time revenue, gifted and talented revenue, basic skills revenue, training
and experience revenue, secondary sparsity revenue, elementary sparsity revenue,

transportation sparsity revenue, total operating capital revenue, equity revenue, alterfattve

teacher-eompensattorrreventie; and transition revenue.

EFFECTIVE DATE. This section is effective for revenue for fiscal years 2012

and later.

Sec. 2. Minnesota Statutes 2008, section 126C.10, subdivision 2, is amended to read:
Subd. 2. Basic revenue. The basic revenue for each district equals the formula
allowance times the adjusted marginal cost pupil units for the school year. The-tormtta
attowaneeforfiscat-year2067+s-$4;974 The formula allowance for fiscal year2608 years
2009 through 2011 is $5;674 $5,124 and the formula allowance for fiscal year 2669 2012
and subsequent years is $5;:+24 $5,224.

Sec. 2. 1
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EFFECTIVE DATE. This section is effective for revenue for fiscal years 2012

and later.

Sec. 3. REPEALER.

(a) Minnesota Statutes 2008, sections 122A.414, subdivisions 1, 1a, 2, 2a, 3, and
4; 122A.4144; 122A.415, subdivisions 1 and 3; 122A.416; and 126C.10, subdivisions

35 and 36, are repealed.

(b) Minnesota Statutes 2009 Supplement, sections 122A.414, subdivision 2b; and

126C.10, subdivision 34, are repealed.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2012

and later.

Sec. 3. 2
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122A.414 ALTERNATIVE TEACHER PAY.

Subdivision 1. Restructured pay system. A restructured alternative teacher professional
pay system is established under subdivision 2 to provide incentives to encourage teachers to
improve their knowledge and instructional skills in order to improve student learning and for
school districts, intermediate school districts, and charter schools to recruit and retain highly
qualified teachers, encourage highly qualified teachers to undertake challenging assignments, and
support teachers' roles in improving students' educational achievement.

Subd. 1a. Transitional planning year. (a) To be eligible to participate in an alternative
teacher professional pay system, a school district, intermediate school district, or site, at least one
school year before it expects to fully implement an alternative pay system, must:

(1) submit to the department a letter of intent executed by the school district or
intermediate school district and the exclusive representative of the teachers to complete a plan
preparing for full implementation, consistent with subdivision 2, that may include, among other
activities, training to evaluate teacher performance, a restructured school day to develop integrated
ongoing site-based professional development activities, release time to develop an alternative pay
system agreement, and teacher and staff training on using multiple data sources; and

(2) agree to use up to two percent of basic revenue for staff development purposes,
consistent with sections 122A.60 and 122A.61, to develop the alternative teacher professional pay
system agreement under this section.

(b) To be eligible to participate in an alternative teacher professional pay system, a charter
school, at least one school year before it expects to fully implement an alternative pay system,
must:

(1) submit to the department a letter of intent executed by the charter school and the
charter school board of directors;

(2) submit the record of a formal vote by the teachers employed at the charter school
indicating at least 70 percent of all teachers agree to implement the alternative pay system; and

(3) agree to use up to two percent of basic revenue for staff development purposes,
consistent with sections 122A.60 and 122A.61, to develop the alternative teacher professional
pay system.

(c) The commissioner may waive the planning year if the commissioner determines, based
on the criteria under subdivision 2, that the school district, intermediate school district, site or
charter school is ready to fully implement an alternative pay system.

Subd. 2. Alternative teacher professional pay system. (a) To participate in this
program, a school district, intermediate school district, school site, or charter school must have an
educational improvement plan under section 122A.413 and an alternative teacher professional
pay system agreement under paragraph (b). A charter school participant also must comply with
subdivision 2a.

(b) The alternative teacher professional pay system agreement must:

(1) describe how teachers can achieve career advancement and additional compensation;

(2) describe how the school district, intermediate school district, school site, or charter
school will provide teachers with career advancement options that allow teachers to retain
primary roles in student instruction and facilitate site-focused professional development that helps
other teachers improve their skills;

(3) reform the "steps and lanes" salary schedule, prevent any teacher's compensation paid
before implementing the pay system from being reduced as a result of participating in this system,
and base at least 60 percent of any compensation increase on teacher performance using:

(i) schoolwide student achievement gains under section 120B.35 or locally selected
standardized assessment outcomes, or both;

(i1) measures of student achievement; and

(iii) an objective evaluation program that includes:

(A) individual teacher evaluations aligned with the educational improvement plan under
section 122A.413 and the staff development plan under section 122A.60; and

(B) objective evaluations using multiple criteria conducted by a locally selected and
periodically trained evaluation team that understands teaching and learning;

(4) provide integrated ongoing site-based professional development activities to improve
instructional skills and learning that are aligned with student needs under section 122A.413,
consistent with the staff development plan under section 122A.60 and led during the school day
by trained teacher leaders such as master or mentor teachers;
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(5) allow any teacher in a participating school district, intermediate school district, school
site, or charter school that implements an alternative pay system to participate in that system
without any quota or other limit; and

(6) encourage collaboration rather than competition among teachers.

Subd. 2a. Charter school applications. For charter school applications, the board of
directors of a charter school that satisfies the conditions under subdivisions 2 and 2b must submit
to the commissioner an application that contains:

(1) an agreement to implement an alternative teacher professional pay system under
this section;

(2) a resolution by the charter school board of directors adopting the agreement; and

(3) the record of a formal vote by the teachers employed at the charter school indicating
that at least 70 percent of all teachers agree to implement the alternative teacher professional
pay system, unless the charter school submits an alternative teacher professional pay system
agreement under this section before the first year of operation.

Alternative compensation revenue for a qualifying charter school must be calculated under
section 126C.10, subdivision 34, paragraphs (a) and (b).

Subd. 2b. Approval process. (a) Consistent with the requirements of this section and
sections 122A.413 and 122A.415, the department must prepare and transmit to interested school
districts, intermediate school districts, school sites, and charter schools a standard form for
applying to participate in the alternative teacher professional pay system. The commissioner
annually must establish three dates as deadlines by which interested applicants must submit an
application to the commissioner under this section. An interested school district, intermediate
school district, school site, or charter school must submit to the commissioner a completed
application executed by the district superintendent and the exclusive bargaining representative
of the teachers if the applicant is a school district, intermediate school district, or school site,
or executed by the charter school board of directors if the applicant is a charter school. The
application must include the proposed alternative teacher professional pay system agreement
under subdivision 2. The department must review a completed application within 30 days of
the most recent application deadline and recommend to the commissioner whether to approve
or disapprove the application. The commissioner must approve applications on a first-come,
first-served basis. The applicant's alternative teacher professional pay system agreement must be
legally binding on the applicant and the collective bargaining representative before the applicant
receives alternative compensation revenue. The commissioner must approve or disapprove an
application based on the requirements under subdivisions 2 and 2a.

(b) If the commissioner disapproves an application, the commissioner must give the
applicant timely notice of the specific reasons in detail for disapproving the application. The
applicant may revise and resubmit its application and related documents to the commissioner
within 30 days of receiving notice of the commissioner's disapproval and the commissioner must
approve or disapprove the revised application, consistent with this subdivision. Applications
that are revised and then approved are considered submitted on the date the applicant initially
submitted the application.

Subd. 3. Report; continued funding. (a) Participating districts, intermediate school
districts, school sites, and charter schools must report on the implementation and effectiveness of
the alternative teacher professional pay system, particularly addressing each requirement under
subdivision 2 and make annual recommendations by June 15 to their school boards. The school
board or board of directors shall transmit a copy of the report with a summary of the findings
and recommendations of the district, intermediate school district, school site, or charter school
to the commissioner.

(b) If the commissioner determines that a school district, intermediate school district,
school site, or charter school that receives alternative teacher compensation revenue is not
complying with the requirements of this section, the commissioner may withhold funding from
that participant. Before making the determination, the commissioner must notify the participant
of any deficiencies and provide the participant an opportunity to comply.

Subd. 4. Planning and staff development. A school district that qualifies to participate
in the alternative teacher professional pay system transitional planning year under subdivision
la may use up to two percent of basic revenue that would otherwise be reserved under section
122A.61 for complying with the planning and staff development activities under this section.

122A.4144 SUPPLEMENTAL AGREEMENTS; ALTERNATIVE TEACHER PAY.
Notwithstanding section 179A.20 or other law to the contrary, a school board and the
exclusive representative of the teachers may agree to reopen a collective bargaining agreement
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for the purpose of entering into an alternative teacher professional pay system agreement under
sections 122A.413, 122A.414, and 122A.415. Negotiations for a contract reopened under this
section must be limited to issues related to the alternative teacher professional pay system.

122A.415 ALTERNATIVE COMPENSATION REVENUE.

Subdivision 1. Revenue amount. (a) A school district, intermediate school district, school
site, or charter school that meets the conditions of section 122A.414 and submits an application
approved by the commissioner is eligible for alternative teacher compensation revenue.

(b) For school district and intermediate school district applications, the commissioner
must consider only those applications to participate that are submitted jointly by a district and
the exclusive representative of the teachers. The application must contain an alternative teacher
professional pay system agreement that:

(1) implements an alternative teacher professional pay system consistent with section
122A.414; and

(2) is negotiated and adopted according to the Public Employment Labor Relations Act
under chapter 179A, except that notwithstanding section 179A.20, subdivision 3, a district may
enter into a contract for a term of two or four years.

Alternative teacher compensation revenue for a qualifying school district or site in
which the school board and the exclusive representative of the teachers agree to place teachers
in the district or at the site on the alternative teacher professional pay system equals $260 times
the number of pupils enrolled at the district or site on October 1 of the previous fiscal year.
Alternative teacher compensation revenue for a qualifying intermediate school district must be
calculated under section 126C.10, subdivision 34, paragraphs (a) and (b).

(c) For a newly combined or consolidated district, the revenue shall be computed using
the sum of pupils enrolled on October 1 of the previous year in the districts entering into the
combination or consolidation. The commissioner may adjust the revenue computed for a site
using prior year data to reflect changes attributable to school closings, school openings, or grade
level reconfigurations between the prior year and the current year.

(d) The revenue is available only to school districts, intermediate school districts, school
sites, and charter schools that fully implement an alternative teacher professional pay system by
October 1 of the current school year.

Subd. 3. Revenue timing. (a) Districts, intermediate school districts, school sites, or
charter schools with approved applications must receive alternative compensation revenue for
each school year that the district, intermediate school district, school site, or charter school
implements an alternative teacher professional pay system under this subdivision and section
122A.414. For fiscal year 2007 and later, a qualifying district, intermediate school district, school
site, or charter school that received alternative teacher compensation aid for the previous fiscal
year must receive at least an amount of alternative teacher compensation revenue equal to the
lesser of the amount it received for the previous fiscal year or the amount it qualifies for under
subdivision 1 for the current fiscal year if the district, intermediate school district, school site, or
charter school submits a timely application and the commissioner determines that the district,
intermediate school district, school site, or charter school continues to implement an alternative
teacher professional pay system, consistent with its application under this section.

(b) The commissioner shall approve applications that comply with subdivision 1, and
section 122A.414, subdivisions 2, paragraph (b), and 2a, if the applicant is a charter school,
in the order in which they are received, select applicants that qualify for this program, notify
school districts, intermediate school districts, school sites, and charter schools about the program,
develop and disseminate application materials, and carry out other activities needed to implement
this section.

(c) For applications approved under this section before August 1 of the fiscal year for
which the aid is paid, the portion of the state total basic alternative teacher compensation aid
entitlement allocated to charter schools must not exceed $522,000 for fiscal year 2006 and
$3,374,000 for fiscal year 2007. For fiscal year 2008 and later, the portion of the state total basic
alternative teacher compensation aid entitlement allocated to charter schools must not exceed the
product of $3,374,000 times the ratio of the state total charter school enrollment for the previous
fiscal year to the state total charter school enrollment for the second previous year. Additional
basic alternative teacher compensation aid may be approved for charter schools after August 1,
not to exceed the charter school limit for the following fiscal year, if the basic alternative teacher
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compensation aid entitlement for school districts based on applications approved by August 1
does not expend the remaining amount under the limit.

122A.416 ALTERNATIVE TEACHER COMPENSATION REVENUE FOR
PERPICH CENTER FOR ARTS EDUCATION AND MULTIDISTRICT INTEGRATION
COLLABORATIVES.

Notwithstanding sections 122A.413, 122A.414, 122A.415, and 126C.10, multidistrict
integration collaboratives and the Perpich Center for Arts Education are eligible to receive
alternative teacher compensation revenue as if they were intermediate school districts. To qualify
for alternative teacher compensation revenue, a multidistrict integration collaborative or the
Perpich Center for Arts Education must meet all of the requirements of sections 122A.413,
122A.414, and 122A.415 that apply to intermediate school districts, must report its enrollment as
of October 1 of each year to the department, and must annually report its expenditures for the
alternative teacher professional pay system consistent with the uniform financial accounting and
reporting standards to the department by November 30 of each year.

126C.10 GENERAL EDUCATION REVENUE.

Subd. 34. Basic alternative teacher compensation aid. (a) For fiscal years 2007,

2008, and 2009, the basic alternative teacher compensation aid for a school district with a plan
approved under section 122A.414, subdivision 2b, equals 73.1 percent of the alternative teacher
compensation revenue under section 122A.415, subdivision 1. The basic alternative teacher
compensation aid for an intermediate school district or charter school with a plan approved under
section 122A.414, subdivisions 2a and 2b, if the recipient is a charter school, equals $260 times
the number of pupils enrolled in the school on October 1 of the previous fiscal year, or on October
1 of the current fiscal year for a charter school in the first year of operation, times the ratio of the
sum of the alternative teacher compensation aid and alternative teacher compensation levy for all
participating school districts to the maximum alternative teacher compensation revenue for those
districts under section 122A.415, subdivision 1.

(b) For fiscal years 2010 and later, the basic alternative teacher compensation aid for a
school with a plan approved under section 122A.414, subdivision 2b, equals 65 percent of the
alternative teacher compensation revenue under section 122A.415, subdivision 1. The basic
alternative teacher compensation aid for an intermediate school district or charter school with a
plan approved under section 122A.414, subdivisions 2a and 2b, if the recipient is a charter school,
equals $260 times the number of pupils enrolled in the school on October 1 of the previous year,
or on October 1 of the current year for a charter school in the first year of operation, times the ratio
of the sum of the alternative teacher compensation aid and alternative teacher compensation levy
for all participating school districts to the maximum alternative teacher compensation revenue for
those districts under section 122A.415, subdivision 1.

(c) Notwithstanding paragraphs (a) and (b) and section 122A.415, subdivision 1, the
state total basic alternative teacher compensation aid entitlement must not exceed $75,636,000
for fiscal year 2007 and later. The commissioner must limit the amount of alternative teacher
compensation aid approved under section 122A.415 so as not to exceed these limits.

Subd. 35. Alternative teacher compensation levy. For fiscal year 2007 and later,
the alternative teacher compensation levy for a district receiving basic alternative teacher
compensation aid equals the product of (1) the difference between the district's alternative teacher
compensation revenue and the district's basic alternative teacher compensation aid times (2) the
lesser of one or the ratio of the district's adjusted net tax capacity per adjusted pupil unit to $5,913.

Subd. 36. Alternative teacher compensation aid. (a) For fiscal year 2007 and later, a
district's alternative teacher compensation equalization aid equals the district's alternative teacher
compensation revenue minus the district's basic alternative teacher compensation aid minus the
district's alternative teacher compensation levy. If a district does not levy the entire amount
permitted, the alternative teacher compensation equalization aid must be reduced in proportion to
the actual amount levied.

(b) A district's alternative teacher compensation aid equals the sum of the district's
basic alternative teacher compensation aid and the district's alternative teacher compensation
equalization aid.
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