Board of Education Meeting
Wednesday, February 1, 2023

Budget Presentation Two: Tax Cap and Revenue Overview
Antonio Santana, Superintendent of Schools
Jennifer Segui, Assistant Superintendent for Finance and Management Services
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Schedule of Budget Meetings and Presentations

january16;20623
Revi £ the BudsetP I T P :

February 1, 2023
e Tax Cap & Revenue Overview

February 15, 2023

1000 General Support, Operation & Maintenance, Security, Utilities
5000 Transportation
9000 Employee Benefits, Debt Service, Fund Transfers & Capital Expenditures

March 8, 2023

2000 Curriculum & Instruction ‘ M ay 3’ 2 O 2 3

March 22, 2023

Staffing Analysis \IOTE Bl.ldget H earlng _ -

wiszs May 16, 2023
BUDGET VOTE & ELECTION

Budget Adoption [ 2 )
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Budget Process Timeline

November / December
Initiate conversations with administrators regarding the budget process, including but not
limited to procedures, considerations, and the identification of program needs.

December
Provide training to stakeholders (administration / clerical) on new budgeting process,

anuary

uilding and departmental budgets, staffin%tables, and new / special program requests are
submitted to district office for review by cabinet members.

February
Staffing counts as FTEs, (Full Time Equivalent), are due to district office and meetings are
held with the administration to discuss staffing and program requests. (Wants versus Needs)

March

Staffing requests are verified through projected enrollment (Elementary and Middle Schools)
and course requests (High School)

April
School budget is finalized, presented to BOE, and adopted. [ 3 )
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Ma
Bud)g,;et Hearing and vote is held i #cli ppe rPRIDE



1. Assure the budget development process is consistent with Board Priorities.

6. Develop a fiscally g
its resources t0 delive!

2. Appreciate that publit

Budget Process

3, Establish a budget as

4, Collaborate with stak| — internal Auditors: Nawrocki Smith, LLP

5. Appreciate both the s External Auditors: Cullen & Danowski, LLP

6. Always focus on decrd
donations and through 3

Financial Advisors: Fiscal Advisors & Marketing, Ind

Experienced superintendents (NYSCOSS, SCSSA, EY

Experienced Business Officials (ASBO, ESBOCES)

stakeholder Input

Community Input

Technology and Software

Prop

Administrative Considerations

Resources

The Budget Process

Decide on a Budgeting Strategy

Roll Over Budget
Fixed Cost Budget
Zero Based Budget

. have each school /program justify its expenditures
Priority Budget

. ook at district goals and priorities
. lay out recommendations and costs to reach our objectives

Gather Information

Revenue and Expenditures (Actual versus Budgeted)
Program Needs (Staffing / Equipment / Supplies)
Project Revenue / Expenditures

Calculate TaxLevy

Consult Consult Consult

ose Budget to the Board of Trustees
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Tax Cap and Revenue Overview
The Essential Questions
!ﬂi’-ﬂl |
B

Tax Cap: Revenue: |

e Whatisit? e What are the different funding
e s there a difference between the sources?
tax levy and the tax cap? e To what extent does a district
e How s it calculated? have control over its revenue?
e Whatrole does the tax cap play e What is our anticipated revenue
in the budgeting process? for the 2023/2024 School year?

[5)
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Tax Cap and Tax Levy

The Property Tax Cap was imposed in 2012 in New York State and it limited tax levy
increases to two percent, with consideration give to the rate of inflation and other
variables. Thus, the tax cap is not necessarily two percent but rather a value that is
determined by various factors.

The idea was twofold:
e Protect Taxpayers from over taxation
e Allow school districts to account for rising costs and/or inflation.

The Tax Levy, as it pertains to school districts, is a local property tax passed by the votes of a
school district that generates revenue to fund programs and services that the state does not
pay for as part of basic education.

The Tax Levy Limit, (the actual tax cap), with some exceptions, the State’s Property Tax Cap
limits the amount local governments and most school districts can increase the tax levy (the
total amount of property taxes billed) to the lower of two percent or the rate of inflation..



Calculating the Tax Levy

The Property Tax Cap Formula

Office of the New York State Comptroller

Lo The Tax Cap Formula contains eight steps.
Thomas P. DiNapoli * State Comptroller

Property Tax Ca
parY E The first seven steps determines the tax levy

limit without exclusions. This is the base
formula. This determines the initial Tax Levy

Formula for Determining Tax Levy Limit: School Districts

Limit.
;r:x(:: nesene PILOTs
Prior year amount Tax base / ? Capital taxlevy  Tort exclusion,
Ie\gfi(:rlor+ reserve =  (including X growth +receivableinthe _ .0\ Gon prior =  prior fiscal
fiscal offset interest factor* prior fiscal year fiscal year year
earned ) . . .
L The eighth step factors exclusions, which
7
PILOTs . . . .
Alowable oy recenablein Avable determines the Tax Levy Limit with
X growthfactor =  comingfiscal T YT = gaxievy imit—
(1.00 to0 1.02) any .
Exclusions.
Tax levy necessary for Tax levy necessary to pay Q
opendures esing Dsay iy ap The use of the formula is mandated by New
rom court

Ly Tax Levy
Limit

. average actuarial T: Limi . .
+ et & Cptaitey 4 connbiionle €10 - | i Gk York State and all school districts are
‘_msmg outafint normal contribution rate (if applicable)®
actions for any amount (TRS) of pension funds over PP

Inexcess of ¥ of the S esemtiomni required to use it.

total taxes levied in




Calculating the Tax Cap

Overview of the Tax Cap Formula

— fswow | e

I N R X[ Y]
I I £ X7]
 [ioxleLmiGerebrawony | ea10r.08
S I
| ToulegrembcuwerrYes] - | -
7 J[ Coptal Tax Levy Exclusion Cuom Year] _3410.182] 4410194
T | RS conbuion ncresse greatorthan 2% - | - |
| TR conbuionncressegresterthan 2] -~ |- |
[ [exlewyUmitwithExchusions) | G7617277] @512

All of the components of the base
formula are fixed, meaning the
school district has no control of
their values.

Exclusions enable districts to
increase their levy above the initial
levy limit to account for certain
costs resulting from capital
expenditures, transportation, and
BOCES capital expenditures.

Proposed budget increases within
the tax levy limit requires simple
majority.

Proposed budget increases above
the tax levy limit requires a
supermajority.

[ 8]



Calculating the Tax Cap

Steps One and Two: Tax Based Growth Factor

Prior Year Tax Levy
Multiply: Tax Base Growth Factor

65,475,964
1.0034
65,698,582

wlw
o+ | o |E—
M | @
T |T
N |-

:

Step 1: The calculation of the 2023-2024 Tax
Levy Limit begins with the actual taxes
- T1602944) iad i

oot U AN HORE

Step 2: Provided by the NYS Dept. of Taxation
= " "]

and Finance.

Add: Exclusions Scenario A Scenario B

Tort/Judgment Exclusion Prior Year

Capital Tax Levy Exclusion Current Year

ERS contribution increase greater than 2%

https://www.tax.ny.gov/research/property/cap.htm

3,410,194 441019

TRS contribution increase greater than 2%
Tax Levy Limit (with Exclusions) 67,517,277

The Tax Based Growth Factor measures the change
in the amount on the tax rolls in comparison to the
prior year.

-~

w w|lw w w
-~ o | o o =
® @ D ®
o o |T o o
o ~ | (33 -~

68.517.27

The Tax Based Growth Factor is impacted by new construction or improvements to taxable
property within the boundaries of the school district



Calculating the Tax Cap
PILOTS - Payments in Lieu of Taxes

Prior Year Tax Levy 65,475,964
Multiply: Tax Base Growth Factor 1.0034

65 698 582

Add: PILOTs from prior year 8,023,904
Less: Capital Tax Levy Exclusion Prior Year -3,5623,522

| swtotar |

Step 6
Step 7

Step 8

I N £ -]
7640357
4107083
I R R
[ Toulgmenbowenriorver] - | -

Capital Tax Levy Exclusion Current Year 4,410,194
| | ERScontbutionincreasegreaterthan2%| - | - |
[ 7R conbuon ncressegreaterthan 2|~ | -
[ [Texlewimitwitbxcusions) | 67517077 68517277

ubtotal 70.198.964

Step 3: The value represents PILOT
payments for the current school year
2022/2023), or the prior year in reference
to next year’s budget. (2023/2024)
(Suffolk County Assessor’s Office)

Step 4: The value represents the total sum

of our Capital Tax Levy Exclusion from our

current school year (2022/2023), or the [ 10 }
prior year in reference to next year’s

budget. (2023/2024)



Calculating the Tax Cap
The Growth Factor

s e : : Step 5: The growth factor is based upon two
pessein e diie raus of niziein, wildweves i
I T N BT | the lower value.
Less: Capital Tax Levy Exclusion Prior Year

Multiply: Allowable Levy Growth Factor
,602,944

e 71.602.94
[ | e —

 [ixleyLmi@sbrebrouony | 6e107083
]
] Touldgrenbowerrierver] - [ -
| Copta Tx Levy Excusion CuremtYear] 3410104 4410194
[ RS conbuion memsegreaterthanz® - [ - |
[ TRS conubutonnoeasegreaterthan 2~ |~
[ [ToxLevy LimtwithExclusions) | &7617277_Ge517277

The rate of inflation has been hovering [ 11 }
around eight percent, so the two percent
value will be used for the calculation.



Calculating the Tax Cap
Current Year PILOTS / Carryover

ule ete Step 6: 2023-24 total estimated from
AN e
C fswew T Gemem
Step 7: When the total
property taxes levied is
I T R 1 Y less than the levy limit in
Multiply: Allowable Levy Growth Factor th k h |

e prior year, a schoo

Less: PILOTSs Current Year -7.840.357 district is permitted to
Add: Available Carryover from Prior Year 344 496 ca rryover a” or a port|0n
_ Tax Levy Limit (Before Exclusions) 64,107,083 from the prior year based

on a calculation.

N RS T R R This amount represents

[ | Capial Tax Lovy Exclusion Curem Yewr] 5410194 __4410.154 ) .

| ERs convbulonnoessegesterhanzn] - [ - | LS TR ATEDIC

| RS comrbulonnoresse gremterthan 2| - | - | Carryover that can be

[ [T lowy Limitwith Exclusions) | _e7517277] 6851727 - [ ) }

cap calculation.
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Calculating the Tax Cap

Exclusions

C fswow [ esewse
I T R IR [ X Y]
I ) I £ 7]
[ [TerLow LmiBeorebxausons) | 64107083

1 TwgnenGowenporvea] - | - |
| CapialTax Levy Excusion CuremYear] __3.410.194] __4410.194
| eRs combuionnoeasegremertmanz] - | - |
| TRS comnbuonnorease gremterthan 2| - | - |
— [TextevyLimitwihExclusions) | e78172717] _easiian

Step 8: The capital exclusion is
the only component of the
calculation impacted by
internal factors that occur
within a school district. (i.e.
Bond Payments, Transfer to
Capital, Energy Performance
contracts)

The exclusion allows
districts to increase their
levy above the initial levy
limit for certain costs
resulting from capital
projects, Transportation,
and BOCES capital
expenditures.

#clipperPRIDE
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Calculating the Tax Cap

Exclusions - Scenario A & Scenario B

Debt service payments for capital projects (principal + interest)
| schoolBuspurchases| 0|  $0]
| interfundTransfertoCapital | ___$4$1000000

Energy Performance Contract payments mm
| BuidingandBusleasepayments|  $0| 0
| interfundtransferstoDebtServiceFund| S0 |  $0|
. Total]  $7.210.254]$8.210254 |

Less: Capital Levy Revenue _—
Building aid on capital projects to be received for the year $3,744 127 | $3,744,127

Transportation Aid on capital transportation purchases m

BOCES Aid on Capital Expenses $55,933 $55,933
$3.800,060 | $3,800,060 |
Total Local Capital Levy Exclusion Amount $3.410,194 | $4,410,194

Interfund Transfer to Capital
The interfund transfer to capital is an exclusion and therefore it raises the tax levy limit. However, it
does not necessarily increase the district’s proposed budget as the tax levy limit does not represent the

district’s proposed tax levy.

Exclusions

Total Budgeted Capital
Expenditures less the estimated
related revenue

Interfund Transfer to Capital
The interfund transfer to capital line
enables the district to engage in much
needed capital improvements on an
ongoing basis and generates revenue

in the form of building aid.

Critical Capital Improvement

Projects: BHS Auditorium Stage Lighting,
BHS Girls Locker Room expansion, BHS Track
Drainage System replacement, BMS Track
replacement, District Wide Ventilation
upgrades/repairs, District Wide Curb and
Paving repairs.
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Calculating the Tax Cap
South Country’s Anticipated Tax Cap - Percentages

C lswow [ ceeoese
| lswbtotal | 0 70198964
- 7160294
Tax Levy Limit (Before Exclusions)

Add Excusions

.
|
— 1 TogrentcueeeerYe] - [ -
| CapialTax Lowy Excusion CuromtYear| _3410.194] 4410194
| ERs conbuionncomsegresterthan 2w - [ - |
| RS conmbuon ncrsssegreaterthanzn| - | - |
[ [oxtovy Limit(wih Excusions) | &7817277| _@giran]

Anticipated Tax Cap:
Scenario A -3.12%

(Does not include interfund transfer to capital.)

Anticipated Tax Cap:
Scenario B - 4.64%

(includes interfund transfer to capital.)

Clarification:
The tax levy limit does not represent the
district’s proposed tax levy.

Clarification:
The budget process functions
independently of the tax levy limit.

Clarification:

It is not our expectation to propose a
tax levy that increase that equals or
surpasses either cap.

#clipperPRIDE



Revenue Overview
How are School Districts Funded?

Appropriated Fund Balance

Revenue Sources

The Tax Levy
Property Taxes: 48.1%

State Aid: 40.1%
Other Revenue: 6.9%

Appropriated Fund Balance: 5.0%

[16])



Revenue Overview
How are School Districts Funded? - State Aid
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The Governor just released the state’s 2023/2024 proposed Executive
Budget. Based on this initial proposal, it seems that our state aid will
increase in the next year. This information will be updated in time for our

April 5th budget presentation - Expenses and Revenues Update
Source :New York State Education Department
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Revenue Overview

How are School Districts Funded? - Other Reventue...
MiSCelanEC TR e
Day School Tuition
2327 -

alellly Senlazs
INtErEstAndiEaIngS
Medicaid Reimbursement
E_Rate

Rental Income

.
e e o TIPSy =TSP Donations

Use of Reserves:
Please note that the values for the fund balance : .
_ : _ Used to offset expenditures in a
and reserves are approximations and will be deliberate manner.
adjusted during the budget process. (18)



Tax Cap and Revenue Overview
A Quick Recap

The Tax Cap is based on legislation adopted in 2012 to both protect the taxpayer and enable school districts to be
properly funded.

The Tax Cap is based on an eight part formula mandated by the State Comptroller’s Office. Most of the formula
contains values that are fixed, this calculates the initial tax cap / tax levy limit. Exclusions can also be factored
which calculates the tax levy limit with exclusions.

The anticipated tax levy limit for the South Country Central School District including an interfund transfer to
capital will be 4.64%, without the interfund transfer to capital will be 3.12%

The anticipated tax levy limit for the South Country Central School District does not represent the anticipated
tax levy increase. It simply indicates the limit at which we can approve a budget with a simple majority.

The tax levy limit or tax cap does not factor into the budgeting process. The goal is to

propose a tax levy increase that meets the needs of the district without overburdening the

taxpayer. [ 19 ]
Above and beyond property taxes, school districts are funded by state aid, PILOTS, and

miscellaneous sources.
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Schedule of Budget Meetings and Presentations

I e £ T T Yoy T —

February1,2023
+—TFax-€Eap-& Revenue-Overview

February 15, 2023

o 1000 General Support, Operation & Maintenance, Security, Utilities
e 5000 Transportation
« 9000 Employee Benefits, Debt Service, Fund Transfers & Capital Expenditures

March 8, 2023

2000 Curriculum & Instruction ‘ M ay 3’ 2 O 2 3

March 22, 2023
Staffing Analysis

- Budget Hearing
vO ¢
April 5,2023 May 16, YAV VAR

Expenses and Revenues Update BUDGET VOTE & ELECTION

April 19, 2023
Budget Adoption
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Board of Education Meeting
Wednesday, January 18, 2023

Budget Presentation Two: Tax Cap and Revenue Overview

Questions?

[21)
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