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Presenter Notes
Presentation Notes

Welcome to the 2022 Truth in Taxation Public Hearing.  We really appreciate you all attending.  

After a little reminder on why we do this hearing and how the levy is set, I will be reviewing the 2022-23 budget you adopted in June and we will talk about the NRHEG proposed property tax levy for 2022 payable in 2023—which means the levy will be certified tonight, for payment by the tax-payers in calendar year 2023 and it is money to be used in fiscal year 2024.



e Truth in Taxation Law, passed in 1989
e Two major requirements:
1. Tax Statements

Counties must send out proposed property tax
statements in November based on preliminary tax
levies set by all taxing jurisdictions (counties, cities,
townships, school districts, etc.)

Why have a
Truth in
Taxation
Meeting?

2. Public Hearing

Most taxing jurisdictions must hold a public
hearing prior to certifying the final levy and
discuss: e Payable 2023 levy

e Fiscal year 2023 budget

e Public comments

This is the school district’s

annual required hearing



Who sets the School Levy?

Components of a District Tax Levy are either:

 Set By State Formula By Legislature

» General Education Formula, Operating Capital,
Career & Technical, Reemployment, etc.

 Voter Approved as Authorized by the State

» Operating Referendum or Building Bonds


Presenter Notes
Presentation Notes
The state legislature sets the state formulas and make the rules for non-voter approved options and local school districts hold voter approved operating referendums and building bonds. Ultimately you are the ones who set it.   
�



How is my property tax determined?

m CountyAssessordetermines market value for each parcel of
property.

m MN Legislature sets formulas for Tax Capacity. These
formulas determine how the tax burdenis split on different
types of property (residential, commercial, ag, etc.).

m CountyAuditor calculates the tax capacity for each parcel
based on the above.

m CountyAuditor divides the total levy by total tax capacity of
the District to determine tax rate needed. Tax rate is
multiplied by each property’s tax capacity*.

*Certain levies are spread based on Market Value rather than tax
capacity.




General Education Formula Allowance, 2003-2023

Adjusted for Pupil Weight Change and Inflation (CPI)
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Presenter Notes
Presentation Notes
These next two slides contain information that MREA puts together for school districts to share at the these presentations. This shows that your General Education Formula Allowance has been increasing but is not keeping up with inflation.  Had the allowance increased by the rate of inflation each year since 2003, the 2023 allowance per ADM-average daily membership-would be $8,126 or $1,263 per pupil more-that’s 18.4% higher than where it’s at.  

Mr Meihak, do you have anything you would like to add on work being done to lobby for an increase to this formula in light of the news that our state has  an over $17.6 billion surplus?     5 & 5% 


Property Tax Levies: School vs Non School
Payable 1992-2024
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Presenter Notes
Presentation Notes
School districts account for a significant portion of overall property tax levies in Minnesotaand they are represented by the blue line, but the school share of levies has decreased significantly since the late 1990s.
Notice that school taxes have approximately doubled while non-school Local Govt. (red line) taxes have risen close to 4 times during this period.

The green statewide property tax is on Commercial/Industrial property and seasonal residential recreational property.  




NRHEG School District
Budget

Current School Year
2022-2023

N\


Presenter Notes
Presentation Notes
Let’s move on and review our budget…..


Fund

General

Food Service

Community Education

Debt Service

Scholarship Trust

Student Activity

Totals

FY23 Budget

Revenues Expenditures Net
$10,214,858  $10,435,379 ($220,521)
$509,200 $581,215 ($72,015)
$374,315 $355,501 $18,814
$766,061 $738,197 $27,864
$1,500 $1,000 $500
$55.800 $55.800 $0
$11,921,734  $12,167,092 ($245,358)


Presenter Notes
Presentation Notes
Here we show the fiscal 2023 budget pertaining to the six operating funds that was adopted last June.  Note the projected overall deficit was about $245,000 at time of approval and the reason you approved a negative budget was that our fund balance is exceeding our policy to carry up to 28%.  Since this was adopted we have experienced quite a bit of change from school funding that’s directly related to the COVID 19 pandemic, along with the inability to hire the staff we intended at the beginning of the year—Teaching & Learning Director and math intervention to name a couple.  Because of that we have adjusted on the go and modified our plans, for example, we have struggled with the turnaround time for chromebook repairs so we speeded up the replacement of 80 devices and ordered those now rather than wait for summer so our students have these important devices in their hands.  Transportation is another area as you may have heard me talk about time and time again, we had to adjust because of supply and demand.  After the first of the year, I plan to present a revised budget for you to adopt and then at the end of the year, May or June, we will probably be back with another revision.  



Property Classifications and Value

Know Your PROPOSED TAXES 2023

- THIS IS NOT ABILL. DO NOT PAY.
Valuation _
g VALUES AND CLASSIFICATION
tep
| Prope rty Taxes Pavable Year 2022 2023
| ifi . Estimated Market Value $%125.000 $150,000
classitication 1 Homestead Exclusion 5 $23.800
and market Taxable Market Value $125,000 $126,200
value Class Res NHmstd Res Hmstd
PROPOSED TAX
; . Property Taxes before credits $1.479.52
JSent Spri ng ot School building bond credit $ 12.00
202 2; cannot 2 Agricultural market value credit
cha nge Value Other credits
Property Taxes after credits $1,467.52
L Watch for Ty PROPERTY TAX STATEMENT
2023 statement 3 Coming in 2023
in SPRING and i .
where to The time to provide feedback on
—— PROPOSED LEVIES is NOW

It is too late to appeal your value without going to Tax Court.



Presenter Notes
Presentation Notes
MREA reminds us, taxpayers may come to our meeting and want to have a change in their taxes this year.  This slide illustrates the process.  To change classification or valuation, people need to do it in the spring of the year when the valuation notice comes out (normally included with your property tax statement). Most local and county appeals take place in April, May, June after the notice is given out.   




Share of Tax Liability

Property Market Share of

Classification Value Share Net Taxes
(2021 Assessment) (Payable in 2022)

Farms 17.19% 6.6%

Seasonal Rec 3.9% 2.6%

Residential

Commercial and 12955 31.1%

Industrial

Residential 58.5% 52.1%

Homes

Other Residential 6.6% 7.6%

(Sowurce: Tim Strom- House Legisiative
Analyst )



Presenter Notes
Presentation Notes
This slide shows net property taxes paid to all jurisdictions- city, county, schools, townships

You can see the dramatic difference classification make.  The two biggest disparities are Farms (farms are productive ag land) and Commercial and Industrial.  Commercial has a 13.9% of the market share but pays 31.1% of the  taxes.  On the flip side Farms have 17.1% of the market value but pay only 6.6% of the taxes. Which leads us to our next slide about the Ag2School Credit.  

The “Other Residential” category includes apartments, student housing (fraternities, sororities, etc.), and the land underneath manufactured homes located in manufactured home parks.




Ag2School Tax Credit

* Permanent law enacted in 2017

* Affects all existing Fund 7 debt levies, except
OPEB bonds

e Reductions for farmers and timber owners

¢ Scheduled to scale to 70% in 2023

* The revenue for Ag2School comes from state
income, sales and other tax revenue



Presenter Notes
Presentation Notes
This is a review of the program---No changes here but definitely a subject to keep an eye on. Last year the final proposal would have increased the ag2school credit to 85%.  As Michael Hart, with PMA has said, he’s hopeful this would be part of the negotiations next year and while it’s certainly not guaranteed knowing there will be many competing priorities for the surplus.  


Find Your Ag2School Credit

Truth in Taxation Notice:

e Calculated on each PROPOSED TAXES 2023

parcel statement THIS IS NOT A BILL. DO NOT PAY.

VALUES AND CLASSIFICATION

Step
Taxes Payable Year 2022 2023
Estimated Market Value 5125000 S 150,000
l Homestead Exclusion Y 523,800
bt SU m a ” pa |"C8|S f{jr’ total Taxable Market Value  $125,000 $126,200
Class Res NHmstd Res Hmstd
PROPOSED TAX
Step Property Taxes before credits 51.479.52
4 School building bond credit 5§ 1200
» B e Ca u S e p a I d by Sta te) 2 Agricaltural market value credit
Other credits -
it does nDt Show u p Property Taxes afier credits 51.467.52
Step
. . PROPERTY TAX STATEMENT
on Levy Certification 3 Coming in 2023
Re po rt I'he time to provide feedback on

PROPOSED LEVIES is NOW

It is oo late to appeal your value without going to Tax Court.


Presenter Notes
Presentation Notes
This credit is a replacement of locally collected taxes paid by farm landowners with payments from the State General Fund.  The state’s general fund revenues come primarily from income and sales tax collections.  It’s important to always stress, this is NOT a shift from any other local property taxpayers.  



Your School District Tax Levy
Possible reasons for changes to your parcel:

* Change in value or classification to your property
* Change in enrollment numbers

* Change in valuation of property in district
Equalization aid depends on district property wealth per pupil

* Local decisions and requirements
* Adjustment for prior years (estimate to actual)

» Legislative changes (Local Optional Revenue)



Presenter Notes
Presentation Notes
Now to get into the school tax levy………….Here are main variables causing fluctuations in the property tax from one year to the next.  Regarding market values, classification, class rates, property tax credits and legislative changes, we at the local level have little control.       


NRHEG School District
Estimated Tax Impacts - Pay 2023 Levy Total School Taxes

Pay 2022 Est. Pay 2023 % Change

Referendum Market Value 3 440,083,210 % 532,114,660 20.91%

RMV Tax Rate 0.14191% 0.12710% -10.43%

Net Tax Capacity 5 12,026,975 $ 14,197,481  18.05%

NTC Tax Rate 10.43% 11.97%  14.73%
Types of Property Payvz::ﬁi Pay 2023::2 Pay 20 Pay 20 $ Change 9% Change
$75,000 $90,750 $153 $189 $36 23.35%
100,000 121,000 217 267 $50 23.21%
o 150,000 181,500 345 423 $78 22.72%
E;:‘;:':;:’c: 206,612 250,000 489 599 $110 22.49%
250,000 302,500 600 735 $134 22.38%
300,000 363,000 728 890 $162 22.29%
400,000 484,000 984 1,194 $211 21.43%
$100,000 $105,000 $298 $322 $24 7.90%
Sommercisli 250,000 262,500 798 872 $74 9.29%
Industrial™ 500,000 525,000 1,674 1,834 $160 9.54%
1,000,000  $1,050,000 3,427 3,758 $331 0.66%
$8,000 $8,800 $2.82 $2.46 ($0.37)  -13.00%
Agricultural 9,000 9,900 3.18 2.76 ($0.41)  -13.00%
Homestead 10,000 11,000 3.53 3.07 (30.46)  -13.00%
11,000 $12,100 3.88 3.38 ($0.50)  -13.00%
$8,000 $8,800 $5.65 $4.91 ($0.73)  -13.00%
Agricultural Non- 9,000 9,900 6.35 5.53 ($0.83)  -13.00%
Homestead 10,000 11,000 7.06 6.14 ($0.92)  -13.00%
11,000 $12,100 7.76 6.75 ($1.01)  -13.00%



Presenter Notes
Presentation Notes
The next few slides are from a levy information packet that was prepared by Michael Hart and Steve Pumper from PMA for NRHEG. Based on the information reported to the state, the District's valuation is growing by about 20% from this year to next year. The highest increases have been seen on residential property. This means that some of the tax burden will shift from other property classifications to residential properties.  We expect most agricultural land will see a tax decrease for school taxes next year even with the added bond payments for the projects approved a couple of months ago. Residential properties will see an increase in school taxes.


NRHEG School District

Pay 2022 Tax Levies for Residential Homestead

51,200 BREMV Voter BRMV Other BNTC Voter MBNon VoterDebt BNTC Other
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Non Voter
Debt

District Name Value RMV Voter RMV Other NTC Voter

NRHEG 206,612 $ 4 3 293 $ 52 § 46 5
2835 Janesville-Waldorf-Pembert 206,612 % 331 § 210 % = $ 163 §% 92
2143 Waterville-Elysian-Morristovn 206,612 % 281 % 191 % 232 % - 5 94
829 Waseca 206,612 $% - & 282 % 351 % 48 5 i93
241 Albert Lea 206,612 % 210 § 267 & 67 3% 184 % 239
2135 Maple River 206,612 % 102 % 303 % 506 § = $ 102
242 Alden-Conger 206,612 $ 91 % 489 % 32 % 252 % 178
756 Blooming Prairie 206,612 § 122§ 279 § 519 % 18 $ 140
761 Owatonna 206,612 $ 160 % 265 % 500 % = 5 154
2134 United South Central 206,612 $ 521 § 214 $ 258 % 19 3% 67

Dota sourced from Minnesota Department of Education Pay 2022 School Tax Report



Presenter Notes
Presentation Notes
The information here is comparing a $206, 000 home and how it was taxed in 22 in the school districts listed. Most of you are well aware where NRHEG ranks when it comes to tax levies but take a minute and look at not only where we rank compared to individual area districts but also to the group average of $882.  

As you all know, we are all held to the same standard when it comes to test scores, graduation rates, following mandates and meeting code and yet …………..


NRHEG School District

Residential Homestead School Tax Trend

700
$599
600
B Met Tax Capacity Dther Taxes 5488
E00 54.52
B Met Tax Capacity Non Voter Debt
8417 5426
W Met Tax Capacity Voter Taxes
B Referendum Market Value Other Taxes 400 $243 8371 4364
B Referendum Market Value Vaoter Taxes
Total School Taxes 300
200
100
0
Pay 2016 Pay 2017 Pay 2018 Fay 2019 Pay 2020 Pay 2021 Pay 2022 Est. Pay 2023

Pay 2017 Pay 2018 Pay 2019 Pay ZQIU Pay 2021 Pay 2022  Est. Pay 2023

Pay 2016

[Referendum Market Value Voter Taxes
|Re1‘erendum Market Value Other Taxes
|Net Tax Capacity Voter Taxes

[Net Tax Capacity Non Voter Debt

|Net Tax Capacity Other Taxes 63

Total School Taxes $ 343§ 417 $§ 371 $§ 364 $§ 426 § 462 § 489 § 599

*The chart assumes a 4% annual increase in the home value for taxes payable from 2016 to 2022. A 21% increase in value is assumed for taxes payable in
2023



Presenter Notes
Presentation Notes
Look at the home values—as the note says *The chart assumes a 4% annual increase in the home value for taxes payable from 2016 to 2022. A 21% increase in value is assumed for taxes payable in 2023 which is in line with the overall value increases districtwide.   

Again, let’s go back one slide and see where that would rank us if everyone else stays exactly the same.  


NRHEG School District

Pay 2022 Tax Levies for Agricultural Homestead

MRHEG 10,000 5 %
Janesville-Waldorf-Pembert 10,000 50 % 3
Waterville-Elysian-Morristov 10,000 50 % $
United South Central 10,000 50 % 3
Alden-Conger 10,000 50 % $
Maple River 10,000 50 % $
Albert Lea 10,000 50 % %
Waseca 10,000 50 % $
Owatonna 10,000 50 % $
Blooming Prairie 10,000 % $

BmNTC Voter ™ MNonVoter Debt ®NTC Other
£0.42 49.44
$9.03
$7.76
55.04

$4.19
$3.53 I
& 7 e

,55?} e \ﬂ{‘:;q %DQF ‘3‘@ ‘ﬁb @'&B
& e Kl < N
¥
Non Voter
District Name Acre Value NTC NTC Voter Debt NTC Other Total Lewy



Presenter Notes
Presentation Notes
As far as ag homestead land, here is how we compared to area districts for payable 22.   Again, I always find it interesting how districts choose to fund projects.  JWP being the most unusual strategy in my mind.  


NRHEG School District

Agricultural Homestead Land School Tax Trend

BNTC Other Taxes
BNTC Non Voter Debt (After Credit)
WNTC Voter Taxes (After Credit)

5.00

450

400

350

250

2.00

150

1.00

0.50

0.00

54,35

$3.95
R 31

53.53

5298 53.01

5279

Pay 2016 Pay 2017 Pay 2018 Pay 2019 Pay 2020 Pay 2021 Pay 2022 Est. Pay 2023

Value per Acre

Pay EDIE Pay 2017 Pay 2018 Pay 2019 Pay 2020. Pay 2021 Pay 2022 Est. Pay 2023

NTC Voter Taxes (After Credit)

NTC Non Voter Debt (After Credit)

NTC Other Taxes

Total School Taxes

3 5

395 5

19! §

301 §



Presenter Notes
Presentation Notes
and knowing what we now know about residential property values increasing, here’s how ag homestead land is looking for land valued at $10,000 per acre.


ISD No. 2168, NRHEG School District

Source of Debt Service Payments
(Assuming 70% Ag25chool Credit beginning in taxes payable 2023)
(Based on Valuations for taxes payable in 2022)

% Paid by Other

Property Types
44%

et
_—

Motes:

1. The Ag25chool credit applies to agricultural land and buildings. The house, garage and first acre of land
do not benefit from the Ag25chool credit.

2. The Ag25chool credit does not increase or decrease the tax impact on all other property types.




Attachment 1

Series 2022A Sources and Uses

LTAM 1AQ 15
LTFM 10 yr yr

Abatement
10 yr

Issue
Summary

Sources Of Funds

Par Amount of Bonds

1,205 000,00 £2 57000000

£1,370,000.0:0

£5,145 00000

Reoffering Premium

Total Sources

59 551 .50 T5 431 .45

51.264.851.50 52.645.431.45

68 143.10

S1.438.143.10

203 47605

55.348.426.05

Uses Of Funds

Deposit toe Project Construction Fund 1,232 700.00

2 581, 500,00 1407 000 00 5,221, 200.00

Total Underwriter's Discount (1.250%) 15,062.50 3212500 1702500 6431250
Financial Advisor (PMA Securities) 6 25K 54 14 627.75 T.797.67 29 28396
Rating Agency Fee (S&F) 3 505 KR E 11710 4 327 .02 16 250 0k
Bond Counsel { Dorsey & Whitney) 3,513.12 T A92T1 3909417 15 CHHD (b
Rounding Amount 271239 1,144 30 (2,327 10) 1,529 59
Payving Agent (1.5 Bank) 19%9.07 424 .59 226.34 25000
Total Uses 51.264.B51.50 52.645.431.45 S1.438.143.10 55.348.426.05

No Tax Increase

Deferred Maintenance
Health & Safety

Eligible Purposes Voluntay Pre-K

Remodeling

Mew Tax Created

Abatement

LTFM (+)

Indoor Air Quality
Farking Lots
Fire Suppression

Asbestos Abatement

Estimated Project

) $1.232,700
Size

$2,581.500 $1.407.000

% Usage of

465
Revenue Sources

Based on project scopes provided by Sitelogig


Presenter Notes
Presentation Notes
Let’s do a quick review of the approved projects that are the bulk of the reason for the decrease in the general fund (LTFM $$) and the large increase to debt service that we will be going over shortly.  This is the scope that was presented to you by PMA with information provided from Sitelogiq that you approved the end of September, so the project would make this levy, bonds could be sold and we are able to move forward with much needed buildings and grounds improvements—bulk of which will be summer 2024.  


ISD No. 2168, NEHEG

54,985,000 - Final
G.O. Facilities Maintenance and Tax Abatement Bonds, Series 20224
Dated: November 10, 2022

Debt Service Schedule

Date Principal Coupon Interest Total P+l Fiscal Total
11102022 - - - - -
OE/ /2023 - - 16627875 166,2THTS -
20/ 202 270, 0O S.000%% 114,675.00 38467500 55095375
(R 2024 - - 107,925 (0 10792500 -
2012025 335 [HM0_CHh S_0M00% 107 925 () 442 925 (M 55085000
&1/ 2025 - - e 9% 5500 -
2202 345 (W0 5_0M00% e 444 5500040 544 10000
OB/ QL2026 - - S0, 925 (0 S92 5.0 -
02012027 TS 000 00 5000 S0, 925 (0 465,925.040 55685000
OE/ QL2202 T - - H1.550.00 H1.550.00 -
02012028 EL LR 5000 51,5500 471, 5500040 553, 10000
R/ 202 - - T 1RO (e T1, 800000 -
02012029 A0S N0 S.000%% T 1RO (e AT, B0 SAE G000
(R L 225 - - 61,675 (0 61,6750 -
2 L2 30 DO 5_0M00% 61,675 () 491,675,040 55335000
(L2 S - - 50,925 (b 50,925 (M0 -
2012031 445 [0 5_0M00% 50,925 (b 495 925 (M) 5446 E50.00
OE/O1/2031 - - 39 RO 39,800,040 -
02012032 A0 000 O 4.0 39 RO SO 800,040 54960000
OE/ QL2032 - - 30,400 (o 30,4000 -
02012033 A5 (0 A 000 30,400 (o S25,400.0:0 555, E00.00
OE/DLZ033 - - 20, 500 (0 20, 50000 -
020/ 204 JEC RN ] 4000 20, 500k 210, 5000 230,000 0
(S 205 - - 1, T ek 1, TO0 D -
02012035 1505 OO0 Oy A0 16, Tk 211,700 228 40000
(E/ DL/ 2035 - - 12 B (eCk 12, 800040 -
22 2005 [0 ER 12 B (eCk 21T 800000 2306040 00
OB/ QL2036 - - BT 00 70000 -
0202037 215 0000 4.0 223,700,040 232 40000
(RO L2007 - - 4,400,040 -
0012058 2200 (0O A 000 224 400.0:0 228 B0 00

Total 54, DES, DD 04 - S1L6T6.253.75 Shbb6] 25375 -

Yield Statistics

Bond Year Dollars S§3K8.131.63
Average Life 7649 Years
Average Coupon 4 3959673%
Met Interest Caost (WIC) 3.6126863%
True Interest Cost ( TIC) 3. A4907680%
Bond Yield for Arbitrage Purposes 33940821%

All Inclusive Cost (AIC) IALTEIVSTH



Presenter Notes
Presentation Notes
So again, this project was improved in time to make this levy, so dollars will be collected in 2023 for our use in 2024 which is what this illustrates.  First pmt due 8/1/23 which is FY24.


ISD 2168, N.R.HE.G.

Bond Summary (All Debt with Direct Tax Impact)

nnnnnn
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800, 000
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400, 000
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B 5chiool Building Bonds

2028

2009 2030 2031 2032 2033 2034
Fiscal Year

W LTFM (IAQ, Fire, Ash)

2035 203 2057 2038 2039

B Series 20224 Bonds

20440

2041



Presenter Notes
Presentation Notes
Royal blue represents ESG Alt facility project which dates back to 2008 and has been refinanced a couple of times.  In February we will make that final pmt.  The folks at Northland Securities –Michael Hart at that time--structured our pmts for the $9 million voter approved project around that.  And now the red illustrates what was approved this fall---First 10 years shows paying back the LTFM plus AND abatement bonds and remaining 5 completes pmts on the ltfm plus projects.  And then for those of you who still plan to be here, after all of that, two payments will remain on the $9 million project.  


Fund

General

Community Ed

General Debt
Service

Total

Proposed Pay ‘23 Levy
Certification for NRHEG

Pay 23 Increase Percent
Levy Limit | (Decrease) |Change

$ 977,510.38 $(136,381.00) _12.24%
$ 104,580.07 $ 15,629.63 17.57%
$1,276,989.78 $600,679.86 88.82%

$2,359,080.23 $479,928.49 25.54%


Presenter Notes
Presentation Notes
If you would like to scroll to Page 30 of the levy document feel free.    To recap, about 45% of the LTFM general fund dollars are being redirected to debt service to pay back the bonds sold to do projects now and of course the additional dollars needed to make pmts on all 3 categories of the project make up the bulk of the debt service increase.  

Reason for most of the increase to Community Ed is that the School Age Care levy was increased to help cover the additional costs related to the specific needs of those students attending. 



Board Resolution

® Whereas, Pursuant to Minnesota Statutes the School Board of
NRHEG School District, New Richland, Minnesota, is
authorized to make the following proposed tax levies for
general purposes:

General $ 977,510.38
Community Service 104,580.07
General Debt Service 1,276,989.78
Total Proposed School Tax Levy $ 2,359,080.23

Now Therefore, Be it resolved by the School Board of NRHEG
School District, New Richland, Minnesota, that the levy to be
levied in 2022 to be collected in 2023 is set at $2,359,080.23 The
clerk of the NRHEG School Board is authorized to certify the
proposed levy to the County Auditor of Waseca County,
Minnesota.



Presenter Notes
Presentation Notes
I won’t read through this but here is the sample board resolution you will be asked to vote on later at your regular board meeting.  


QUESTIONS?



Presenter Notes
Presentation Notes

Any Questions? Or comments?

Thank you for attending this hearing.  
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