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This memorandum provides an overview of the determination, funding, and expenditure
of moneys for the local option budget of school districts under the Kansas School Equity and
Enhancement Act (KSEEA). Each school district is authorized to adopt a local option budget
(LOB) to provide supplemental financing of school district operations. The LOB of a district is
determined as a percentage of the district’s total foundation aid. A district’s LOB is then funded
by the proceeds from a property tax levy and, if applicable, equalization state aid payments
known as supplemental state aid. Except for some directed expenditures, LOB moneys may
generally be expended in the same manner as general fund moneys held by the school district.

Determination of the Local Option Budget

K.S.A. 72-5143 governs how school districts determine their LOB. School districts are
granted some discretion in setting the LOB each school year but the statute establishes minimum
and maximum amounts. Each school district must adopt an LOB that is at least 15% of the
district’s total foundation aid for the school year. The board of education of a district may adopt
an LOB that does not exceed the statewide average percentage of LOBs for the preceding school
year. The State Board of Education (State Board) determines the statewide average percentage
each year.

If the board of education of a district wants to adopt an LOB that exceeds the statewide
average percentage, then the board must publish a resolution adopting such LOB at least once in
a newspaper of general circulation in the district. Such resolution is considered adopted unless a
protest petition signed by at least 10% of the registered voters of the school district is filed with
the county clerk. If a protest petition is properly filed, then the resolution must be approved by
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the voters of the district at an election. In no event may a board of education adopt an LOB in
excess of 33% of the school district’s total foundation aid.!

If a board of education wants to increase its LOB for the next school year, then notice
must be submitted to the State Board by April 1% of the current school year. The notice must
state the LOB the board of education intends to adopt for the next school year. The board may
not adopt an LOB that exceeds the amount stated in the notice for such school year.

While the LOB is calculated as a percentage of the total foundation aid of the school
district, the total foundation aid calculation is different for purposes of determining the LOB.
Generally, the total foundation aid of a school district is determined by multiplying the BASE aid
amount for the school year by the adjusted enrollment of the school district as determined by
applying the various weightings to the full-time equivalent enrollment of the district.? For
purposes of determining a district’s LOB, an alternative BASE aid amount is used. Commencing
in school year 2018-2019, K.S.A. 72-5144 established this alternative amount as $4,490 for any
school year in which the actual BASE aid amount is less than $4,490. K.S.A. 72-5144(e)
increases the alternative BASE aid amount based on inflation increases in the consumer price
index. This is the same inflationary increase as used to increase the actual BASE aid amount.
While the actual BASE aid amount established under K.S.A. 72-5132(e) has subsequently
exceeded $4,490, the alternative BASE aid amount for determining the LOB has also increased
at the same rate and remains larger than the actual BASE aid amount each school year.

Funding of the Local Option Budget

K.S.A. 72-5147 authorizes school districts to levy a tax on the taxable tangible property
in the school district in an amount that will finance that portion of the district’s LOB that is not
financed from any other source provided by law. Generally, once a school district has adopted an
LOB for the school year, the mill levy necessary to raise such amount is calculated based on the
value of the taxable tangible property in the district. The revenues from the tax levy are
deposited in the supplemental general fund of the school district.’

The other source of financing for the LOB is supplemental state aid. For school districts

that receive supplemental state aid, the district’s LOB will be funded by a combination of the

!'The 33% is fixed as the state prescribed percentage as defined in K.S.A. 72-5143(1)(2).

2 See K.S.A. 72-5132 for relevant definitions.

3 The LOB tax levy is subject to tax increment financing. To the extent revenues from school district tax levies are
pledged to finance the bonds for tax increment financing redevelopment projects, the appropriate portion of the tax
revenues are not deposited with the school district but are deposited in the appropriate municipal account for
repayment of bond obligations.
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district’s tax levy and its supplemental state aid. For these school districts the mill levy is
calculated based on the amount necessary to fund that portion of the LOB that is not otherwise
financed through supplemental state aid. K.S.A. 72-5145 directs the State Board to determine
and then distribute supplemental state aid to qualifying school districts. Also known as
equalization state aid, supplemental state is designed to equalize the disparities among school
districts in property valuation. School districts with lower property values cannot raise the same
amount of tax revenue from the LOB tax levy as districts with higher property values.

The State Board calculates supplemental state aid by ranking the school districts from
lowest to highest based on the assessed valuation per student. The assessed valuation per student
amount that falls at the 81.2 percentile in the rankings is the cutoff amount. Those school
districts with an assessed valuation per student amount at the 81.2 percentile or above do not
receive supplemental state aid. Those districts that fall below this percentile receive
supplemental state aid in an amount that is based on the ratio of where such district ranks
compared to the 81.2 percentile.

Like the LOB tax revenues, all supplemental state aid payments are credited to the
supplemental general fund of the school district.

Expenditure of Supplemental General Fund Moneys

K.S.A. 72-5143 establishes the supplemental general fund within each school district.
With some exceptions, moneys in the supplemental general fund may be spent by the district in
the same manner as moneys in the district’s general fund, or they may be transferred to another
fund of the district, such as the transportation fund or other categorical fund.

However, the statute requires three specific transfers of moneys from the supplemental
general fund. First, an amount that is proportional to the school district’s total foundation aid
attributable to its at-risk student weighting must be transferred to the district’s at-risk education
fund. Second, an amount that is proportional to the school district’s total foundation aid
attributable to its bilingual weighting must be transferred to the district’s bilingual education
fund. Finally, an amount that is proportional to the school district’s total foundation aid
attributable to its special education weighting must be transferred to the district’s special
education fund.

A school district may also transfer moneys from the supplemental general fund to its
capital improvement fund and capital outlay fund. Such transfers are limited to only those
amounts that are attributable to the LOB that exceeds 25% of the district’s total foundation aid.
Additionally, such transfers must be specified in the resolution adopting the LOB.
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Any unexpended amounts remaining in the supplemental general fund at the end of the
school year shall be maintained in the fund unless the school district received supplemental state
aid. If the school district received supplemental state aid, the district must calculate the ratio of
supplemental state aid the district received to the LOB of the district. This ratio is then multiplied
by the amount of unexpended moneys in the supplemental general fund. The resulting product
must be either transferred to the general fund of the school district or remitted to the State

Treasurer to be credited to the State School District Finance Fund.
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