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A Public Meeting...

e Between November 25th & December 30th
e At 6:00 PM or later

Minnesota e May be part of regularly scheduled meeting

State Law e Must allow for public comments |
e May adopt final levy at same meeting

Requirements

...and Presentation of:

e Current year budget
* Proposed property tax levy




Hearing Agenda

15 » an i
Background District’s Budget  District’s Proposed  Public Comments
Information on Tax Levy for Taxes
School Funding Payable in 2025



MN Legislature Must Set Funding for
Minnesota Public Schools

Minnesota Constitution ARTICLE XIlI
MISCELLANEOUS SUBJECTS

Section 1

“UNIFORM SYSTEM OF PUBLIC SCHOOLS. The stability of a republican form of
government depending mainly upon the intelligence of the people, it is the duty
of the legislature to establish a general and uniform system of public schools.
The legislature shall make such provisions by taxation or otherwise as will
secure a thorough and efficient system of public schools throughout the state.”




As a Result,
Funding is

Highly
Regulated

State Sets:

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

* Tax policy for local schools

 Maximum authorized property tax levy

o Districts can levy less, but not more than amount
authorized by state, unless approved by voters in
November

State also authorizes school board to submit
referendums for operating & capital needs to
voters for approval



General Education Formula Allowance, 2003-25

Adjusted for Pupil Weight Change and Inflation (CPI)
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According to MN Department of Education (MDE):

FY 2023 costs of providing
programs were underfunded
statewide by $726 million

Even with recent funding, costs
will be underfunded by $455
million statewide by FY 2027

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

Underfunding
of Special
Education




Pay 2024 Voter Approved Levies (Debt, Capital Projects and Operating Referendum) Per Pupil (ADM)

$3,000

$2,500

$2,000

$1,500

$1,000

$500

$0

Source: Pay 2024 School Tax Report, Enroliment: Pay 24 MDE Levy Certification.
Pupil: MDE Estimated FY 2024 Enroliment, Whatlf FY24 (6-26-23)




Budget
Information

Because approval of school
district budget lags
certification of tax levy by six
months, state requires only

current year budget
information be presented at
this hearing. Fiscal Year
2025-26 budget will be

adopted by School Board in
June 2025.

School district budgets are divided
into separate funds, based on
purposes of revenue, as required
by law.

Our District’s Funds:

e General

Food Service

 Community Service 1
|

Debt Service £ 1



General/Restricted

FISCAL 2024
BEGINNING

FUND BALANCES

$2,715,527

District Revenues & Expenditures
Actual for FY 2024, Budget for FY 2025

2023-24
ACTUAL

REVENUES &
TRANSFERS IN

EXPENDITURES &
TRANSERS OUT

$2,785,776 $2,941,906

JUNE 30, 2024
ACTUAL

FUND BALANCES

$2,559,397

2024-25
BUDGET

REVENUES &
TRANSERS IN

EXPENDITURES &
TRANSFERS OUT

$2,444,815 $2,488,722

JUNE 30, 2025
PROJECTED

FUND BALANCES

$2,515,490

General/Other

9,283,556

41,612,368 40,046,446

10,849,478

41,460,638 41,330,199

10,979,917

Food Service

988,748

2,499,125 2,326,086

1,161,787

2,372,400 2,382,191

1,151,996

Community Service

610,955

1,378,730 1,384,273

605,412

1,391,464 1,443,832

553,044

Debt Service

695,153

4,757,275 4,608,933

843,495

4,897,970 4,706,000

1,035,465

Total All Funds

14,293,939

53,033,274

51,307,644

16,019,569

52,567,287 52,350,944

16,235,912

*Other Post Employment Benefits




Food Service
$2,372,400
4.5%

Reve nue General

$43,905,453 |

- All Funds -

Community Service
$1,391,464
2.6%

Debt Service
$4,897,970
9.3%

2024-25 Budget
$52,567,287




State

$35,036,138 |
General Fund - -
$2,410,000
Revenue 5 5%
2024-25 Budget
$43,677,003 ormss

Other
$60,000
0.1%




General Fund
Expenditures
- by Object -

2024-25 Budget
$43,590,471

Salaries & Wages
$26,313,985
60.4%

Employee Benefits
$7,421,486
17.0%

Purchased Services
$7,541,750
17.3%

Supplies & Materials
$1,273,700
2.9%

Other
$97,550
0.2%

Capital Expenditures
$942,000
2.2%




General Fund
Expenditures
- by Program -

2024-25 Budget
$43,590,471

Regular Instruction
$18,078,812
41.5%

Vocational Ed
Instruction
$1,265,843
2.9%

District Support
Services
$1,881,110

4.3%

Special Ed
Instruction
$8,140,171
18.7%

Instructional Support
Services
$2,353,918

5.4%

Pupil Support
Services
$4,737,175

10.9%

Sites & Buildings
$4,402,800
10.1%

Other

Administration
$2,495,642
5.7%

$235,000
0.5%




Change in Tax Levy does not Determine
Change in Budget

Tax levy is based on many state-determined formulas plus
= voter approved referendums

Some increases in tax levies are revenue neutral, offset by
reductions in state aid

Expenditure budget is limited by state-set revenue formulas,
voter-approved levies & fund balance




Total School Property Taxes, Payable 2024, on a Home with an Estimated Market Value of $250,000

$800

$600

$400

$200

Source: Pay 24 School Tax Report




e Budget year begins July 1st e Budget year begins January 1st

e 2025 taxes provide revenue for e 2025 taxes provide revenue for
2025-26 fiscal year 2025 calendar year budget

e Budget adopted in June 2025




Sample of parcel specific notice mailed to every £ i

property owner between November 10" — 25t . . u%

TAXPAYER(S):
John ndII- Iy Johnson PROPOSED
1_‘-_ ne R sty | Property taxes before credits
L] S -
Property Tax Background: e =
Other credits _

Property taxes after cradits

* Every owner of taxable property pays property e ey e
taxes to various “taxing jurisdictions” (county, by Do ?;3#;;;5’12:;;:1“;‘3\:3‘

Lot 1, Block 1, Hprulvlrﬂ Subdivision Tit is too late to appeal your value without going to Tax Court:
city/township, school district, special districts) in e s e e
which property is located S .

Spruce County Courthouse
133 Sprace 5t
Spruceville, MI 55555

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

W qn'uce\-':l.le s
(555) 1213-7654

* County sends bills, collects taxes from property T — B o

Snrucmll! MN 55555
k12,

owners & distributes funds back to other taxing s s

Towr schoal dizrrict was scheduled to hold @ referandum at the Novembar seneral eiection. Jf the referendum was approved &y the varers, tha school

A u r i S d i C t i O n S districet vorer approved property tax for 2025 may be kigher than the proposed amownt thown on this notice.
J Metro Special Taxing Disinicts 357.76 §5870

Spruceville Metropolitan Council December 11, 7:30 FM
WWW.spnice. metrocmmeil org Spruce Park Centra
(555) 355-5355 500 Pina 5t
Spruceville, M 55055

December 2, 6:30 PM
Spruceville City Hall

Orther Special Taxing Districts No public meeting $12.80 $13.02
Tax Increment Tak N public meeting 51015 $11.22

Total excluding any special assessments $1422.02 5155046




School District Property Taxes

* Each school district has limited authority to levy taxes

 MDE calculates levy amounts for various categories, set by:

o State law

o Voter approval




School District
Property Tax
Process

Note: For certain levy
categories, tax rates & levy
amounts are based on
referendum market value,
rather than tax capacity.

City or County Assessor determines estimated market value
for each parcel of property.

Legislature sets formulas for tax capacity and school district
levy limits.

County Auditor calculates tax capacity for each parcel of
property, as well as total tax capacity for each school
district.

Minnesota Department of Education calculates detailed
levy limits for each school district, based on formulas
approved by Legislature.

School Board sets levy and is only one step in the process.

County Auditor divides final levy by district’s total tax
capacity to determine tax rate needed to raise levy amount.



Approval of District’s Tax Levy

in 2024 (Payable 2025)

September 8:
MDE prepared
& distributed
first draft of
levy limit
report setting
maximum
authorized levy

September 23:

School Board
approved
proposed levy
amounts

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

December 16:
Public hearing
on proposed
levy at regular
meeting

Following
hearing, School
Board will
certify final levy
amounts




Overview of District’s
Proposed Tax Levy

* Proposed Payable 2025 tax levy is an increase
from 2024 of $280,624 or 2.9%

* Changes by levy category and reasons for
major increases & decreases in levy are
included on following slides




Comparison of Actual Tax Levy Payable in 2024 to Proposed Levy Payable in 2025

Actual Levy Proposed Levy

Fund Levy Category Payable in 2024 Payable in 2025 $ Change % Change
General

Local Optional Revenue (LOR) 2,045,028 2,102,786 57,758

Equity 483,315 485,362 2,047

Operating Capital 419,465 482,959 63,494

Alternate Teacher Compensation 249,141 250,794 1,653

Achievement and Integration 94,920 90,965 (3,955)

Long Term Facilities Maintenance (LTFM) 665,277 692,198 26,921

Lease Levy 299,088 297,761 (1,326)

Other 471,578 522,194 50,616

Prior Year Adjustments (28,691) 30,199 58,889

Total, General Fund $4,699,120 $4,955,216 | $256,096 5.4%
Community Service

Basic Community Education $155,508 $155,508 $0

Early Childhood Family Education 86,282 98,568 12,287

Other 5,180 2,834 (2,346)

Prior Year Adjustments (4,299) (1,716) 2,583

Total, Community Service Fund $242,671 $255,194 $12,523 5.2%
Debt Service

Voter Approved $4,101,333 $4,101,596 $263

Other 438,533 438,953 420

Long Term Facility Maintenance (LTFM) 366,723 383,683 16,960

Reduction for Debt Excess (176,016) (190,885) (14,869)

Prior Year Adjustments 23 9,254 9,231

Total, Debt Service Fund $4,730,596 $4,742,601 $12,005 0.3%
Total Levy, All Funds $9,672,387 $9,953,011 | $280,624 2.9%
Subtotal by Truth in Taxation Categories:

Voter Approved 3,955,044 3,952,333 (2,711)

Other 5,717,344 6,000,678 283,335

Total $9,672,387 $9,953,011| $280,624 2.9%




Explanation of Levy Changes

Category: General Fund — Local Optional Revenue
y, .
Change: +S57,758
Y, -
Use of Funds: General Operating Expenses

Revenue is a combination of local levy & state aid. As property
value increases, share of funding shifts to local levy.

For 2024, District qualified for $49,359.18 in state aid
D For 2025, District qualifies for SO in state aid

Reasons for Change:

J




Explanation of Levy Changes

Category: General Fund — Prior Year Adjustments J
Change: +558,889
-
Use of Funds: Various
-
Initial levies are based on estimates. In later years, amounts are
Reason for Change: : ) )
updated and levies are retroactively adjusted.
-,




Factors Impacting Individual
Taxpayers’ School Taxes

Many factors can cause
a tax bill for an

individual property to
increase or decrease
from year to year

N

e Changes in value of individual property

e Changes in total value of all property within
District

* |[ncreases or decreases in levy amounts
caused by changes in state funding formulas,
local needs & costs, voter-approved

referendums & other factors




Impact of Property Valuations

Two properties in the district
o Both houses are valued at $100,000

Total levy of $500
o Each property will pay $250 of levy

$100,000

$100,000

=\




Impact of Property Valuations

Two properties in the district
o Orange house value increases by 10%
o Blue house value increases by 25%

Total levy of $500

o School District will still generate the same
amount of levy even though values increased

o Orange house pays less
o Blue house pays more

$110,000

o

$125,000




Minnesota Legislative Changes
for Pay 2025

In 2023, The Minnesota State Legislature passed
laws that affect property taxes for taxes payable
in 2025.

Recap of major changes:

* Provided a tax benefit to homeowners by
increasing the homestead exclusion for
valuations between $76,000 and $517,000; and

* Increased the first-tier limit for Ag Homestead
land to $3.5M from $2.15M




Four Year School Levy Comparison

 Examples include school district taxes only & are shown based on no change
and a 34.1% increase in property value for residential homes over the past
four years

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

o Intended to provide a fair representation of what happened to school district property taxes
over this period for typical properties

 Amounts for 2025 are preliminary estimates; final amounts could change
slightly

e Estimates prepared by Ehlers (District’s municipal financial advisors)



Estimated Changes in School Property Taxes, 2022 to 2025

Based on No Changes in Property Values

Actual Actual Actual Estimated Change Change
Estimated Taxes Taxes Taxes Taxes in Taxes in Taxes
Market Payable Payable Payable Payable 2022 to 2024 to
Type of Property Value in 2022 in 2023 in 2024 in 2025 2025 2025
$150,000 $430 $370 $344 $318 -$112 -$26
200,000 597 516 479 448 -149 -31
250,000 765 661 615 577 -188 -38
Residential 300,000 932 807 750 707 -225 -43
Homestead 350,000 1,100 953 885 837 -263 -48
400,000 1,267 1,099 1,020 967 -300 -53
500,000 1,587 1,377 1,278 1,226 -361 -52
$250,000 $1,133 $1,008 $926 $882 -$251 -$44
Commercial/ 500,000 2,413 2,153 1,975 1,879 -534 -96
Industrial 750,000 3,692 3,299 3,025 2,876 -816 -149
1,000,000 4,971 4,444 4,074 3,873 -1,098 -201
Agricultural $3,000 $1.81 $1.42 $1.33 $1.43 -$0.38 $0.10
Homestead 4,000 $2.43 $1.89 $1.77 1.90 -0.53 0.13
(average value per acre 5,000 $3.03 $2.36 $2.22 2.38 -0.65 0.16
of land and buildings) 6,000 $3.64 $2.83 $2.67 2.85 -0.79 0.18
Agricultural $3,000 $3.64 $2.83 $2.67 $2.85 -$0.79 $0.18
Non-homestead 4,000 $4.84 $3.78 $3.56 3.81 -1.03 0.25
(average value per acre 5,000 $6.05 $4.73 $4.44 4.76 -1.29 0.32
of land and buildings) 6,000 $7.27 $5.67 $5.33 5.71 -1.56 0.38
Seasonal $200,000 $389 $365 $328 $306 -$83 -$22
Recreational 300,000 583 548 493 459 -124 -34
Residential 400,000 777 731 657 613 -164 -44
500,000 971 914 821 766 -205 -55

General Notes

1. Amounts are based on school district taxes only, and do not include taxes for city or township, county, state, or other taxing jurisdictions.

2. Estimates of taxes payable in 2025 are preliminary, based on the best data available.

3. For all examples of properties, taxes are calculated based on no changes in estimated market value from 2022 to 2025.

4. For agricultural property, estimates of taxes include impact of School Building Bond Agricultural Credit. Average value per acre is total estimated market
value of all land and buildings, divided by total acres. Homestead examples do not include value of house, garage, and one acre, for which tax impact will be
same as on a residential homestead property. This calculation does not include impact of Agricultural Homestead Credit, which reduces taxes on each
parcel of agricultural homestead property by varying amounts.




Estimated Changes in School Property Taxes, 2022-25

Based on No Changes in Property Value

Example 1: $300,000 Residential Homestead Property Example 2: $400,000 Residential Homestead Property
$1,500 $1,500

§ 3
K $1,000 |<_>é $1,000 -
£ g
& &
[a T o
3 3
-(Ccf; $500 - $932 (§ $500 b

$0 A $0 i

2022 2023 2024 2025 Est. 2022 2023 2024 2025 Est.
Year Taxes are Payable Year Taxes are Payable




Estimated Changes in School Property Taxes, 2022-25

Based on No Changes in Property Value

Example 3: $4,000 Agricultural - Non-Homestead Property

$8.00
o $6.00
()
<
e
=
[¢b}
S $4.00 1
a
5
2
A
B . b . - .
$0.00 -

2022 2023 2024 2025 Est.

Year Taxes are Payable

School Property Taxes

Example 4: $400,000 Seasonal Recreational Property

$800

$600 |

$400 |

$200

$0 -

2022 2023 2024 2025 Est.
Year Taxes are Payable




Estimated Changes in School Property Taxes, 2022-25

Based on 34.1% Cumulative Changes in Property Value

Example 1: $300,000* Residential Homestead Property Example 2: $400,000* Residential Homestead Property
$1,500 $1,500
l; $1,000 & $1,000
: 5
<) <)
[a o
3 3
$0 - $0
$223,774 $255,102 $285,714 $300,000 $298,365 $340,136 $380,952 $400,000
2022 2023 2024 2025 Est. 2022 2023 2024 2025 Est.
Year Taxes are Payable Year Taxes are Payable

* Estimated market value for taxes payable in 2025. Taxes are calculated based on changes in market value of 14.0% from 2022 to 2023, 12.0% from 2023 to 2024 and 5.0% from 2024 to 2025.



State Property Tax Refunds & Deferral

Homestead Credit Refund

.

* Available for all homestead property, both residential and agricultural (house, garage and one acre (HGA) only)

e Refund is sliding scale, based on total property taxes and income (maximum refund is $3,310 for homeowners
and $2,640 for renters)

Special Property Tax Refund

\J

¢ Available for all homestead property, both residential & agricultural (HGA only) with a gross tax increase of at
least 12% and S100 over prior year

» Refund is 60% of tax increase that exceeds greater of 12% or $100 (max $1,000)

LSenior Citizen Property Tax Deferral

* Allows people 65 years of age or older with household income of $96,000 or less to defer a portion of property
taxes on their home

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



Next Steps

Board accepts public
comments on
proposed levy

Board certifies 2025
property tax levy




DETROIT LAKES
PUBLIC COMMENTS




Total School Property Taxes Payable 2024 on One Acre of Ag Homestead Property with
Total Estimated Market Value of $5,000

$6.00
$5.00

$4.00 $4.18

i :
Pl

W\ <®
= <

$3.00

$2.00

$1.00

e

W

Source: Pay 2024 School Tax Report.
Note: Includes 70% reduction on debt service levies for School Building Bond Agricultural Credit.




Total School Debt Taxes, Payable 2024, on a Home with an Estimated Market Value of $250,000

$1,000

$900
$800

$700

$600

$500

$400

$300

$200 -
$100 -

M Voter Approved Debt Levy B Other Debt Levy

Source: Pay 2024 School Tax Report, Enrollment: Pay24 MDE Lewy Certification. (Excludes OPEB Lewy)




