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BACKGROUND
When the state’s education funding formula was changed in 2016, the South Dakota Legislature
included two accountabilities aimed at ensuring public school districts used the influx of funds,
generated by a new half-penny sales tax, to improve teacher compensation. The two accountabilities
are outlined in statute. One requires that increases in teacher compensation reach and maintain a
certain level (SDCL 13-13-73.6); it expired at the end of FY 2021. The second has to do with a school
district’s allowable general fund cash balance (SDCL 13-13-73.5).

The School Finance Accountability Board (SFAB), also established in 2016, is responsible for reviewing
districts’ progress in meeting these accountabilities. The board may recommend waivers in cases where
the requirements are not met, if deemed appropriate.

The following is a summary of state aid accountabilities for FY 2021.

FY 2021 GENERAL FUND CASH BALANCE CALCULATION
Summary
As a result of the COVID-19 pandemic, an unprecedented amount of federal funding has been granted to
school districts across the nation, to address the impacts of COVID and to emerge stronger from the
pandemic. South Dakota school districts began receiving these funds in FY 2021. The unexpected arrival
of these funds has had an impact on school district cash balances.

Recognizing the position school districts were facing – trying to prudently spend federal funds while also
staying within the general fund cash balance requirements – the School Finance Accountability Board
took action to address the issue.

On Sept. 22, 2020, the School Finance Accountability Board passed a resolution (see Appendix A) to
exclude federal Coronavirus Relief Funds (CRF) awarded to each school district from the lowest monthly
cash balance calculation. The resolution was approved by the Legislature’s Joint Committee on
Appropriations on Nov. 18. The amount of CRF funds awarded to South Dakota school districts was
equal to $500 per student based on the district’s fall 2019 census enrollment.

On Feb. 17, 2021, the board passed a second resolution. This resolution (see Appendix B) was in
response to significant additional funding provided to school districts through the Coronavirus Aid,
Relief, and Economic Security (CARES) Act and the Coronavirus Response and Relief Supplemental
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Appropriations (CRRSA) Act. It provided a blanket waiver from general fund cash balance penalties
imposed for the period of July 1, 2021, through June 30, 2023. It is a two-year waiver that encompasses
all funds granted related to COVID-19. This second resolution was approved by the Joint Committee on
Appropriations on March 29, 2021, following the passage of the American Rescue Plan Act.

Under the approved waiver, public school districts will not be assessed a general fund cash balance
penalty in FY 2022 and FY 2023. Although school district cash balance information continues to be
collected and calculated, the context of the data should be considered relative to decisions school
districts have made in response to COVID-19 funding available to them.

School districts need to be cognizant of the timelines surrounding the two-year waiver, monitor their
cash balance information, and plan for a return to cash balance accountability thresholds for general
state aid calculations in FY 2024.

On Sept. 30, 2021, all school district superintendents and business officials were notified of the
automatic waiver of cash balance penalties based on FY 2021 data.

Cash Balance Calculation
Each school district reports its monthly general fund cash balance annually to the Department of
Education. Once that data has been verified and the state aid fall enrollment count is finalized, the
department completes the excess general fund cash balance calculation. The calculation for FY 2021 is
described below.
1. The lowest monthly cash balance was adjusted to exclude the Coronavirus Relief Funds (CRF)
receipted to the general fund.
2. The lowest monthly cash balance as a percent of general fund expenditures was calculated by
dividing the adjusted lowest monthly cash balance by total general fund expenditures.
3. The State Aid Fall Enrollment (SAFE) from the current fiscal year or from the previous two fiscal
years was used to determine the allowable general fund cash balance percentage categories:
a. 40% for a school district with the lowest SAFE count of 200 or fewer
b. 30% for a school district with the lowest SAFE count more than 200 but fewer than 600
c. 25% for a school district with the lowest SAFE count greater than or equal to 600
The results of the calculation for each school district in FY 2021 are shown in Appendix C. Twenty-one
school districts exceeded the general fund cash balance requirement. Three of the districts do not
receive state aid, and the remainder were subject to the blanket waiver. In reviewing the cash balance
calculations, the context of the data should be considered relative to decisions school districts have
made in response to the additional COVID-19 funding.
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Requests for Waivers
Because of the blanket waiver of the general fund cash balance penalties described previously, no
districts requested waivers for this accountability.

FY 2021 TEACHER COMPENSATION CALCULATION
Summary
The second accountability that school districts are held to is outlined in SDCL 13-13-73.6. FY 2021 was
the last year for this accountability. “Teacher compensation” is defined as the instructional salary and
benefits paid to or on behalf of certified teachers assigned to a K-12 self-contained class, course, or
classroom situation in a single fiscal year. The statute states (in part):

“For each school district, the district's increase in average teacher compensation from fiscal year 2016
to 2017 shall be equal to at least eighty-five percent of the district's increase in local need, as defined in
subdivision (2), from fiscal year 2016 to fiscal year 2017 and, notwithstanding any negotiated agreement,
at least eighty-five percent of the increase in state aid to general education funding the school district
receives for fiscal year 2017, less the amount of revenue generated in fiscal year 2016, shall be used to
increase instructional salaries and benefits for certified instructional staff.
If a district fails to comply with the requirements of this section, state aid to general education funding
to the district in fiscal year 2018 shall be decreased by an amount equal to fifty percent of the amount
calculated in subdivision (2). For fiscal years 2019, 2020, and 2021, if a district's average teacher
compensation is less than the district's average teacher compensation in fiscal year 2017, state aid to
general education funding to the district in the following fiscal year shall be reduced by an amount equal
to five hundred dollars for each teacher employed in the school district.”
All school district superintendents and business officials were officially notified by the Department of
Education of the status of their teacher compensation accountability on Sept. 30, 2021.

FY 2021 was the final year of the statutory requirement for the teacher compensation accountability.

Teacher Compensation Calculation
See SDCL 13-13-73.6, which states that for fiscal years 2019, 2020, and 2021, if a district's average
teacher compensation is less than the district's average teacher compensation in fiscal year 2017, state
aid to general education funding to the district in the following fiscal year shall be reduced by an amount
equal to five hundred dollars for each teacher employed in the school district.
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For FY 2021, all 149 school districts met the required teacher compensation accountability – reporting
an average teacher compensation that met or exceeded the average teacher compensation reported in
FY2017. From the time the new funding for teacher compensation was implemented in FY 2017, the
reported average teacher compensation (instructional salary and benefits) increased 5.91% or $3,584 by
FY 2021. Seventy-four school districts reported an increase greater than the statewide percentage
increase of 5.91%. See a breakdown of teacher compensation by district for FY 2021 in Appendix D.
Appendix E shows the history of teacher salaries and compensation from FY 2017 to FY 2021.

Request for Waivers
No public school district waivers were necessary as all districts met the teacher compensation
accountability.
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