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-
Tax Hearing — State Law Requirements

Public meeting

 Between November 25 and December 28
 After 6:00 pm

« May be part of regularly scheduled meeting

Presentation of
« Current year budget
* Prior year actual revenue and expenditures

* Proposed property tax levy including percentage increase

« Specific purposes and reasons for which taxes are being increased

Must also allow for public comments



Agenda for Hearing

1. Background on School Funding, Property Tax
Levies, and Budgets

2. Information on District’'s Budget

3. Information on District's Proposed Tax Levy for
Taxes Payable in 2017

4. Public Comments and Questions



-
State Funding

* School funding is highly regulated by the State

 Formulas which determine revenue; most revenue is
based on specified amounts per pupil

- Maximum authorized property tax levy (districts can
levy less but not more than amount authorized by state,
unless approved by voters)

- State authorizes school board to submit referendums
for operating and capital needs to voters for approval

* General Education Formula Lags Inflation

e Since 2003, State General Education Revenue formula
has not kept pace with inflation



Under Funding of Special Education Costs

* MDE reports cost of providing special education
programs was 40% underfunded on average, requiring a
use of $679 per pupil from regular program resources to
support a program mandated by state and federal law

° 2015 Legislature increased special education funding for
16-17 Biennium by approximately $180 million, reducing
need to subsidize special education with regular program
resources from $679 to $507 per pupil

* Primary options to bridge special education funding gap
are to cut regular program budgets or increase
referendum revenue; most districts have done both



Result: A Growing Dependence on
Operating Referendum Revenue
Average operating referendum authority per pupll
IS INcreasing

* For Fiscal Year 1992-93, 65% of districts had referendum
revenue averaging $332 per pupil

* For Fiscal Year 2016-17, all 331 districts have
referendum revenue and/or local optional revenue
authority averaging $1,262 per pupil

 Of this amount, $853 is board approved or voter approved
operating referendum, and $409 is Local Optional Revenue



Budget Information

* School districts’ budgets are divided into separate
funds, based on purposes of revenue, as required
by law

° For our district, 8 funds
* General

Food Service

Community Service

Building Construction

Debt Service

* Trust

- OPEB* Trust

 OPEB* Debt Service

* Other Post-Employment Benefits
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District Revenues and Expenditures

Actual for FY 2015-16, Budget for FY 2016-17

FISCAL 2016 | 2015-16 ACTUAL | 2015-16 ACTUAL | JUNE 30,2016 |2016-17 BUDGET| 2016-17 BUDGET | JUNE 30,2017

FUND BEGINNING | REVENUES AND |EXPENDITURES & | ACTUAL FUND | REVENUES AND |[EXPENDITURES & PROJECTED
FUND BALANCES| TRANSFERS IN | TRANSFERS OUT |  BALANCE TRANSFERS IN | TRANSFERS OUT | FUND BALANCE
General/Restricted $1,419,927 $8,197,711 $8,525,875| $1,091,763 $8,476,955 $8,374,472 $1,194,246
General/Other 7,527,946 33,252,685 33,499,693 7,280,938 33,015,534 34,122,672 6,173,800
Food Service 1,019,158 1,971,444 2,067,918 922,684 1,987,171 2,103,229 806,626
Community Service 37,980 2,535,141 2,273,631 299,490 2,563,486 2,464,788 398,188
Building Construction 5,168,820 4,230 5,010,813 162,237 - - 162,237
Debt Service 190,586 2,493,644 2,401,715 282,515 2,459,310 2,404,188 337,637
Trust 50,286 248,216 237,921 60,581 - - 60,581
OPEB Revocable Trust 1,134,273 636,861 926,761 844,373 - - 844,373
OPEB Debt Service 124,667 753,733 724,335 154,065 716,966 716,935 154,096
Total All Funds $16,673,643 $50,093,665 $55,668,662| $11,098,646| $49,219,422 $50,186,284| $10,131,784

* Other Post-Employment Benefits (OPEB)




South St. Paul Public Schools
Revenue All Funds
2016-17 Budget $49,219,422

Debt Service OPEB Debt Service
$2,459,310 $716,966
Community Service 5.0% 1.5%
$2,563,486
5.2%
Food Service
$1,987,171
4.0%

General
$41,492,489
84.3%




South St. Paul Public Schools
General Fund Revenue
2016-17 Budget $41,492,489

Federal Aid Other
$1,257,864 $667,832
3.0% 1.6%

Property Taxes
$5,358,323
12.9%

State Aid
$34,208,470
82.4%




South St. Paul Public Schools
General Fund Expenditure by Object
2016-17 Budget $42,497,144

; ; Capital Expenditures
Supp;:szs‘on;ast:nals P $1 312 894 Other Expenditures
'3 0‘; 3.1% $178,980
0% 0.4%

Purchased Services
$5,094,253
12.0%

Employee Benefits
$9,266,090
21.8%

Salaries and Wages
$25,374,567
59.7%




South St. Paul Public Schools
General Fund Expenditures by Program
2016-17 Budget $42,497,144

Other . . .
Administration
Sites and Buildings $13i§60 $1,086,060
$4,816,462 0.0% 2.6%
Pupil Support Services 11.4%
$2,528,673 District Support
6.0% ‘ Services
$1,736,470
4.1%

Instructional Support
Services
$3,637,521
8.6%

Special Education

Instruction .
$7,928,686 Regular Instruction
’18 7:% $20,395,618

. 48.1%

Vocational Education
Instruction
$232,050
0.5%




-
Property Tax Background

° Every owner of taxable property pays property
taxes for various “taxing jurisdictions” (county,
city or township, school district, special districts)
In which property is located

* Each taxing jurisdiction sets its own tax levy,
often based on limits in state law

* County sends out bills, collects taxes from
property owners, and distributes funds back to
other taxing jurisdictions



Spruce County

Jane Smith, J;Ludil:}r—Trea.surer PROPOSED TAXES 201 7

345 12th Street East, Box 78 THIS IS NOT ABILL. DO NOT PAY.
Spruceville, MN 55555-5555
(555) 345-6789 o VALUES AND CLASSIFICATION
. =iep
WWW.CO.Spruce.mn.us Taxes Pavable Year 2016 2017
Estimated Market Value $123,000 §$130,000
1 Homestead Exclusion $ §23.800
Taxable Market Value $125,000 $126,200
I'A_XPAYER(S}: Class Res NHmstd Res Hmstd
John a.nd Mary Johnson Step PROPOSED TAX
123 Pine Rd S
Spruceville, MN 55555-5553 2 Proposed Tax $1.467.52
Step PROPERTY TAX STATEMENT
Property Information 3 Coming in 2017
PIN Number: Property Address: ) .
01.234.56.789 R1 789 Pne Rd S The time to provide feedback on
Spruceville, MN 55555 PROPOSED LEVIES is NOW
Propcrty DEEC[ipIiUnI It iz too late to appeal your value without going to Tax Court.

Lot 1, Block 1, Spruce Acres Subdivison
Proposed Property Taxes and Meetings by Jurisdiction for Your Property

Contact Information Meeting Information Actual 2016 Proposed 2017
State General Tax No public meeting $0 $0
County of Spruce December 9, 7:00 PM §438.06 §424.18
Spruce County Courthouse

123 Spruce 5t

Spruceville, MIN 35535

WWW.CO.5 Ce. mn us

(535) 123-4567

City of Sgucevﬂle December 1, 6:30 PM $273.79 $312.06
Mayor’s Office Spruceville City Hall

456 Spruce St

Spmoewll:e MN 55555

Spruceville School District 999 December 2, 7:00 PM
150 1st St N Spruceville High School Cafetena

Spruceville, MN 35535
www.spruceville k12 mn us

(555) 123-6789
Voter Approved Levies $289.35 §206.68
Other Levies $340.11 $374.60

dizhd !wa.s .scheduimd to hofd a rgﬁ?rmdum at fhes\fa;wﬁber enmf eafeacrmn Ifrhg efere: jproved by the voters,

Tour 5
the schoa! district or 2017 DWN on ﬂus nai‘ir:e

Total excluding any special assessments §1,341.31 $1.467.52 2.0%



Schedule of Events in Approval of District’s
2016 (Payable 2017) Tax Levy

* September 8: Department of Education prepared and
distributed first draft of levy limit report, setting maximum
authorized levy

* September 26: School Board approved proposed levy
amounts

* Mid-November: County mailed “Proposed Property Tax
Statements” to all property owners

* December 12: Public hearing on proposed levy at regular
meeting

* December 12: School Board will certify final levy amounts



-
Overview of Proposed Levy Payable in 2017

* Total 2017 proposed property tax levy is an decrease
from final levy in 2016 of $19,876, or a reduction of 0.2%

° Law requires that we explain reasons for major increases
in levy

* Some decreases in specific levies will also be explained
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Comparison of Proposed Tax Levy Payable in 2017 to Actual Levy Payable in 2016

Actual Levy Proposed Levy

Fund Levy Category Payable in 2016 | Payable in 2017 $ Change % Change
General Fund

Voter Approved Referendum $1,247,806 $1,269,028 $21,221

Local Optional Revenue 1,273,874 1,220,209 (53,665)

Equity 457,986 430,814 (27,172)

Student Achievement 52,821 23,795 (29,026)

Alternate Teacher Compensation 243,531 231,006 (12,525)

Achievement and Integration 168,524 173,957 5,432

Capital Projects - Technology 564,905 566,074 1,169

Operating Capital 274,797 194,465 (80,332)

Long Term Facilities Maintenance 404,212 578,636 174,424

Instructional Lease 360,991 355,557 (5,434)

Safe Schools 197,696 202,343 4,646

Other 147,423 158,895 11,472

Levy Adjustments (318,065) (432,369) (114,305)

Total, General Fund $5,076,502 $4,972,407 ($104,095) -2.1%
Community Service Fund

Basic Community Education $151,207 $151,207 $0

Early Childhood Family Education 59,852 55,681 (4,170)

School-Age Child Care 237,508 237,508 0

Other 2,147 1,054 (1,093)

Levy Adjustments 48,585 66,231 17,646

Total, Community Service Fund $499,299 $511,682 $12,382 2.5%
Debt Service Funds

Voter Approved Debt Service $2,342,222 $2,340,910 ($1,312)

Other Debt Service 175,875 178,185 2,310

Other Post Employment Benefits 752,309 753,505 1,196

Reduction for Debt Excess (96,588) (40,907) 55,681

Levy Adjustments 2,657 16,619 13,961

Total, Debt Service Fund $3,176,476 $3,248,312 $71,836 2.3%
Total Levy, All Funds $8,752,277 $8,732,401 ($19,876) -0.2%
Subtotal by Truth in Taxation Categories

Voter Approved $4,160,289 $4,234,378 $74,089

Other $4,591,988 $4,498,023 ($93,965)

Total $8,752,277 $8,732,401 ($19,876) -0.2%




Explanation of Levy Changes

* Category: Operating Capital
* Change: -$80,332
* Use of funds: Facility and equipment expenses

* Reason for decrease

» Funding is based on a legislatively set per pupil formula
and is provided through a combination of local tax levies

and state aid

 When 2015 Legislature created new category of
revenue (see LTFM information on next slide), local
share of operating capital revenue was reduced to offset
tax impact of new revenue



Explanation of Levy Changes

° Category: Long Term Facilities Maintenance (LTFM)
* Change: + $174,424
* Use of funds: Facilities maintenance

* Reason for increase

- New category of revenue created by legislation in 2015 and
phased-in over 3 years; replaced previous health & safety and
deferred maintenance programs

* Legislature reduced student achievement and operating capital
levies to offset tax impact of LTFM revenue

 Creates greater equity among districts in funding for facilities
maintenance — districts that did not qualify for previous “full
alternative facilities” program have access to additional revenue

* Revenue is provided through property tax levies and state aid

- District receives approximately 50% of funding from State ($582,000 for
FY 2018, $345,000 in aid for FY 2017); only $73,000 of State aid
received in fiscal year 2016 from replaced programs



Explanation of Levy Changes

* Category: Prior Year Adjustments - General Fund
* Change: - $114,305
* Use of funds: Various purposes

* Reason for decrease

- Each year, initial levies are based on estimates of
enrollment, values, and expenditures for future years

* In later years, estimates are updated and levies are
retroactively adjusted

« 2017 levy includes negative adjustments in several
categories of levies



Explanation of Levy Changes

* Category: Reduction for Debt Excess
* Change: + $55,681
* Use of funds: Payments on bonds

* Reason for increase

* Districts are required to levy at 105% of debt service
payment amounts to cover delinquencies in tax collections

 Since delinqguencies are generally less than 5%, most
districts gradually build up fund balances in debt service
funds

« Formulas in state law determine adjustments to tax levy for
debt excess balances

« State-required levy reduction for 2017 is less than 2016



Impact on

axpayers

Many factors can cause tax bill for an individual
property to increase or decrease from year to year

« Changes in value of individual property

« Changes in total value of all property in district

* Increases or decreases in levy amounts caused by
changes in state funding formulas, local needs and
costs, voter-approved referendums, and other factors



Impact on Taxpayers

Following are a table and graphs showing
examples of changes in school district portion of
property taxes from 2014 to 2017

« Examples include school district taxes only

 All examples are based on a 14.4% increase In
property value over this period

- Actual changes in value may be more or less than this for any
parcel of property

- Figures are intended to provide a fair representation of what has

happened to school district property taxes over this period for
typical properties



Impact on Taxpayers

* Figures for 2017 are preliminary estimates,
based on best data available now — final figures
could change slightly

* Estimates were prepared by Ehlers (District’s
financial advisors)
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Estimated Changes in School Property Taxes, 2014 to 2017
Based on 14.4% Cumulative Changes in Property Value from 2014 to 2017 Taxes

Estimated Actual Estimated Actual Estimated Actual Estimated Estimated Change Change
Market Taxes Market Taxes Market Taxes Market Taxes in Taxes in Taxes
Value for Payable Value for Payable Value for Payable Value for Payable 2014 to 2016 to
Type of Property 2014 Taxes in 2014 2015 Taxes in 2015 2016 Taxes in 2016 2017 Taxes in 2017 2017 2017
$65,559 $273 $72,115 $273 $72,115 $294 $75,000 $272 -$1 -$22
87,413 388 96,154 399 96,154 428 100,000 405 17 -23
Residential 109,266 527 120,192 532 120,192 569 125,000 539 12 -30
Homestead 131,119 665 144,231 665 144,231 710 150,000 673 8 -37
152,972 804 168,269 799 168,269 851 175,000 808 4 -43
174,825 942 192,308 932 192,308 992 200,000 942 0 -50
196,678 1,081 216,346 1,065 216,346 1,133 225,000 1,077 -4 -56
218,531 1,220 240,385 1,198 240,385 1,274 250,000 1,211 -9 -63
240,385 1,358 264,423 1,331 264,423 1,415 275,000 1,346 -12 -69
262,238 1,497 288,462 1,465 288,462 1,556 300,000 1,480 -17 -76
$131,119 $847 $144,231 $811 $144,231 $869 $150,000 $823 -$24 -$46
Commercial/ 349,650 2,590 384,615 2,475 384,615 2,642 400,000 2,530 -60 -112
Industrial # 655,594 5,074 721,154 4,816 721,154 5,136 750,000 4,920 -154 -216
874,126 6,849 961,538 6,487 961,538 6,918 1,000,000 6,627 -222 -291
1,748,252 13,946 1,923,077 13,174 1,923,077 14,043 2,000,000 13,456 -490 -587
Tax Rates
Tax Capacity Rate 44.522 35.881 36.718 35.830
0.14863 0.16295 0.18670 0.14740

Referendum MarketIVaIue Rate

# For commercial-industrial property, school taxes may be slightly different in other municipalities in the district, due to the varying impact of the Fiscal Disparities Program.

General Notes

1. The figures in the table are based on school district taxes only, and do not include taxes for the city or township, county, state, or other taxing jurisdictions.

2. Estimates of taxes payable in 2017 are preliminary, based on the best data available as of the date above.

3. For all examples of properties, taxes are based on changes in taxable market value of 10.0% from 2014 to 2015 taxes, 0.0% from 2015 to 2016, and 4.0% from 2016 to 2017.
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Estimated Changes in School Property Taxes, 2014 to 2017
Based on 14.4% Cumulative Changes in Property Value from 2014 to 2017 Taxes

Example 1: $100,000* Residential Homestead Property
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* For all four examples of properties, the value shown in the title of the chart is the estimated market value for taxes payable in 2017. Taxes are calculated based on changes in
market value of 10.0% from 2014 to 2015 taxes, 0.0% from 2015 to 2016, and 4.0% from 2016 to 2017.
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Estimated Changes in School Property Taxes, 2014 to 2017
Based on 14.4% Cumulative Changes in Property Value from 2014 to 2017 Taxes

Example 2: $150,000* Residential Homestead Property
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* For all four examples of properties, the value shown in the title of the chart is the estimated market value for taxes payable in 2017. Taxes are calculated based on changes in
market value of 10.0% from 2014 to 2015 taxes, 0.0% from 2015 to 2016, and 4.0% from 2016 to 2017.
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Estimated Changes in School Property Taxes, 2014 to 2017
Based on 14.4% Cumulative Changes in Property Value from 2014 to 2017 Taxes

Example 3: $250,000* Residential Homestead Property

$1,400

$1,200

$1,000

$800

$600 +—{$1,220 $1,198 $1,274 $1,211

$400

School Property Taxes

$200

$0 - . .
2014 2015 2016 2017 est.

Year Taxes are Payable

* For all four examples of properties, the value shown in the title of the chart is the estimated market value for taxes payable in 2017. Taxes are calculated based on changes in
market value of 10.0% from 2014 to 2015 taxes, 0.0% from 2015 to 2016, and 4.0% from 2016 to 2017.
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Estimated Changes in School Property Taxes, 2014 to 2017
Based on 14.4% Cumulative Changes in Property Value from 2014 to 2017 Taxes

Example 4: $1,000,000* Commercial-Industrial Property

$8,000

$7,000

$6,000

$5,000

$4,000
$6,849 $6.487 $6,918 $6,627

$3,000

$2,000

School Property Taxes

2014 2015 2016 2017 est.
Year Taxes are Payable

* For all four examples of properties, the value shown in the title of the chart is the estimated market value for taxes payable in 2017. Taxes are calculated based on changes in
market value of 10.0% from 2014 to 2015 taxes, 0.0% from 2015 to 2016, and 4.0% from 2016 to 2017.



-
State Property Tax Refunds

* State of Minnesota has two tax refund programs
and one tax deferral program available for
owners of homestead property

°* Programs may reduce net tax burden for local
taxpayers, but only if forms are completed and
sent in

* For help with forms and instructions
« Consult tax professional

* Visit Department of Revenue web site at
Www.revenue.state.mn.us



e
State Property Tax Refunds

* Minnesota Property Tax Refund (aka “Circuit
Breaker” Refund)

 Avallable to all owners of homestead property

« Annual income must be approximately $107,930 or less
(income limit is higher if taxpayer has dependents)

« Refund is a sliding scale, based on total property taxes
and income

« Maximum refund is $2,620
 Especially helpful to those with lower incomes
« Complete state tax form M-1PR



-
State Property Tax Refunds

* Special Property Tax Refund

 Avallable for all homestead properties with a gross tax
iIncrease of at least 12% and $100 over prior year

« Refund is 60% of amount by which tax increase
exceeds greater of 12% or $100, up to a maximum of
$1,000

* No income limits

« Complete state tax form M-1PR



Senior Citizen Property Tax Deferral

* Allows people 65 years of age or older with a
household income of $60,000 or less to defer a
portion of property taxes on their home

* Taxes paid in any year limited to 3% of household
iIncome for year before entering deferral program;
amount does not change in future years

* Additional taxes are deferred, but not forgiven

* State charges interest up to 5% per year on deferred
taxes and attaches a lien to property

* Deferred property taxes plus accrued interest must
be paid when home is sold or homeowner(s) dies



-
Next Steps

* School Board will accept public comments and
guestions on proposed tax levy

* School Board will certify final 2017 tax levy



Public Comments and Questions



