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A Public Meeting...

e Between November 25th & December 28th
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

* Background Information on School Funding
District’s Budget
* District’s Proposed Tax Levy for Taxes Payable in 2023

Public Comments




MN Legislature Must Set Funding for
Minnesota Public Schools

Minnesota Constitution ARTICLE X|I|
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
e 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



Basic General Education Formula Lags Inflation

* Since 2002-03, state General Education Revenue formula has not kept pace
with inflation

* For Fiscal Year 2021-22, an increase of 2.45% or S161 over previous year was
approved

* For Fiscal Year 2022-23, an increase of 2.00% or $135 over previous year was
approved

Per-pupil allowance for Fiscal Year 2022-23 of $6,863 would need to increase by

another $1,263 (18.4%) to have kept pace with inflation since 2002-03, resulting
in an allowance of $8,126



General Education Formula Allowance, 2003-2023
Adjusted for Pupil Weight Change and Inflation (CPI)
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According to MN Department of Education (MDE):

FY 2020 costs of providing By FY 2025 costs of providing
programs were underfunded programs statewide will be
statewide by $591 million underfunded by S806 million

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




Change in Tax Levy does not Determine
Change in Budget

~ Taxlevy is based on many state-determined formulas plus
S e \/Oter approved referendums

—

:ﬂ!f_\‘ 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




Difference in Levy Cycles

School District: City/County:

e Budget year begins July 1st e Budget year begins Jan. 1st

e 2023 taxes provide revenue for
2023-24 fiscal year

e 2023 taxes provide revenue for 2023
calendar year budget

e Budget adopted in June 2023




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
2023-24 budget will be

adopted by School Board in
June 2023.

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

Our District’s Funds:

* General

* Food Service
* Community Service

* Building Construction

e Debt Service

* |Internal Service



District Revenues & Expenditures
Actual for FY 2022, Budget for FY 2023

202223 JUNE 30, 2023
BUDGET PROJECTED

REVENUES &
TRANSERS IN

EXPENDITURES &

TRANSFERS OUT | NP BALANCES

General/Restricted

$1,333,034

$25,084,625

$23,289,595

$3,128,064

$20,391,677

$22,110,523

$1,409,218

General/Other

16,230,572

110,961,279

112,131,868

15,059,983

113,705,460

112,365,799

16,399,644

Food Service

921,842

4,125,875

3,748,409

1,299,308

3,401,260

3,564,985

1,135,583

Community Service

688,972

9,000,854

8,077,495

1,612,331

9,721,217

9,100,780

2,232,768

Building Construction

7,392,643

10,517,047

6,523,171

11,386,519

26,465,689

23,190,945

14,661,263

Debt Service

3,314,963

15,069,351

14,933,009

3,451,305

15,124,452

15,227,578

3,348,179

Internal Service

576,212

842,240

904,006

514,446

870,000

870,000

514,446

Total All Funds

$30,458,238

$175,601,271

$169,607,553

$36,451,957

$189,679,755

$186,430,610

$39,701,102




Revenue
- All Funds -

2022-23 Budget
$189,679,755

Food Service
$3.,401,260
1.8%

General
$134.097,137|
71.0%

Community Service
$9.721 217
9 1%

Building Construction

$26,465,689
14.0%

Debt Service
$15 124,452
8.0%




State
$86,342,099

Federal
/1%3,556 818
' 2.7%

64.4%

—

General Fund
Revenue

.| Other
“1$40,000
0.0%

2022-23 Budget
$134,097,137

. Local
944,158,219
32.9%




General Fund
Expenditures
- by Object -

2022-23 Budget
$134,476,322

Employee Benefits
$27,055,281 \
20.1%

Capital
$10,082,682
7.5%

Other
1$593,279
0.4%




General Fund
Expenditures
- by Program -

2022-23 Budget
$134,476,322

Instructional Support
Services
$8,441 956
6.3%

Special Education

Instruction
$25,753,094
19.2%

Vocational Ed

$422,070
0.3%

Instruction |

Pupil Support
Services
$11,130,595
8.3%

Sites and Buildings
$19,225,149
14.3%

Other

$1,262,301

0.9%

1 $3,595,122

Administration

2.7%

\ |District Support

Sernvices
$2,593,803
1.9%

Regular Instruction
' $62,052 232
46.1%




Payable 2023 Property Tax Levy

Comparison of 2022 to 2023

Determination of levy levies

= Reasons for changes in tax

Impact on taxpavyers
levy P pPay




Property Tax Background

* Every owner of taxable property pays property taxes to various “taxing

jurisdictions” (county, city/township, school district, special districts) in which
property is located

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

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




Sample of parcel specific notice mailed to every
property owner between November 11 &
November 24

Contents:
* Proposed property taxes compared to last year
e By taxing jurisdiction
* By voter approved & other for school district
* Time & place of public meetings

TAXPAYER(S):
John and Mary Johnson
13 PueRd S

Spruceville, BN 555

Property Information

Property Description:

Lot 1. Block 1. Spruce Acres Subdivison

FROPOSED TAX
Propearty Tanes belive credits §1.56248
School building home credit ¥ o12m
Apgrirultum| moa ket vale credit
Other credis
Propermy Tases aller credats §1,550.48

PROPERTY TAX STATEMENT
Comming im 2023
The time to provide feedback on
PROPOSED LEVIES is NOW

Proposed Property Taxes and Meetings bv Jurisdiction for Yonr Property

Contact Informarion
Staie Crenaral Tax

Cioumey of SpRace

Worner Approsed Levies
Dy Liviia

AMeeting Informatbon Acmal 2023 Pra
o mestmy reguired

Decwenbar = 7040 7

Dacsnbar 1, 530 PM
Spreceviie Crry Hall

Db D, 7200 P
Spoeceville Eigh Schoel Cafnenia

£138 33 110688
134011 337450

Towr s¢ ool dEDtel Wi sohdidal o Ao @ PORTERIGe ar the Neninber DONRIT diecTan. [ A remenivie Wi aperrved B s Ve o
sehae! dizeact s vover apprevad prapeesy Atz far J0F may be brgher tan the propesed aea e zhaum am s nefe

Mo Spacial Tuxing Dismicis
Spenoevilie Memopalian Cousell

wuwapucs mestrocouncil ooy
[
5

Oitheer Sipecial Tanimg Derict
Tax Encpereenr Tox

Tetad excludm s any spenal asessments

5T SSETD
December 11, 7-30 P
Spraca Pak Comma
30 Fe 5t

Ho mestang requined 1301
Mo meesng reguinsd §11.22

L ]




School District Property Taxes

* Each school district may levy taxes in over 40 different categories

 Maximum levy amounts (calculated by MDE) for each category are set by:
o State law
o Voter approval

* Property Tax Process

o Key steps in process are summarized on next slide

o Any of these steps may affect taxes on a parcel of property, but district has control over only
1 of 6 steps



City or County Assessor determines estimated market value

SC h OO I D | St r‘| Ct for each parcel of property.

Property Tax | | .
Legnsl_atyre sets formulas for tax capacity and school district
Process fevy limits

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

Note: For certain levy
categories, tax rates & levy

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

referendum market value,
rather than tax capacity.

School Board adopts a proposed levy in September. After a
public hearing, board adopts a final levy in December. Final
levy cannot be more than proposed levy, except for
amounts approved by voters.

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 2022 (Payable 2023)

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

September 30:
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

Following
hearing, School
Board will
certify final levy
amounts
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Overview of District’s
Proposed Tax Levy

7/

* Proposed Payable 2023 tax levy is an increase
from 2022 of $6,070,847 or 9.7%

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

L
el



Fund Levy Category
General

Actual Levy
Payable in 2022

Comparison of Actual Tax Levy Payable in 2022 to Proposed Levy Payable in 2023

Proposed Levy
Payable in 2023

$ Change

% Change

Voter Approved Operating Referendum $17,358,577 $19,707,621 | $2,349,043

Local Optional Revenue (LOR) 6,690,790 6,771,734 80,943

Equity 642,824 648,840 6,017

Capital Project Referendum 6,977,669 7,431,835 454,166

Operating Capital 1,257,777 1,396,397 138,620

Alternate Teacher Compensation 789,983 802,462 12,479

Achievement and Integration 381,976 391,167 9,190

Other Post Employment Benefits 986,258 613,276 (372,981)

Long Term Facilities Maintenance 9,580,545 10,946,893 1,366,348

Instructional Lease 788,819 2,218,571 1,429,752

Other 643,947 597,149 (46,798)

Prior Year Adjustments 495,886 1,764,767 1,268,881

Total, General Fund $46,595,052 $53,290,711 | $6,695,659 14.4%
Community Service

Basic Community Education $309,579 $309,579 $0

Early Childhood Family Education 309,280 342,999 33,719

School-Age Child Care 453,000 560,000 107,000

Other 12,640 13,563 923

Prior Year Adjustments 5,361 5,918 558

Total, Community Service Fund $1,089,859 $1,232,059 $142,200 13.0%
Debt Service

Voter Approved $13,494,671 $12,768,998 ($725,673)

Long Term Facility Maintenance 2,483,789 2,348,654 (135,135)

Reduction for Debt Excess (995,220) (929,733) 65,487

Prior Year Adjustments 61,248 89,557 28,309

Total, Debt Service Fund $15,044,488 $14,277 476 ($767,012) -5.1%
Total Levy, All Funds $62,729,399 $68,800,246 | $6,070,847 9.7%
Subtotal by Truth in Taxation Categories:

Voter Approved 37,356,418 40,753,483 3,397,065

Other 25,372,981 28,046,763 2,673,781

Total $62,729,399 $68,800,246| $6,070,847 9.7%




Explanation of Levy Changes

Category: General Fund - Voter Approved Operating Referendum J
Change: +52,349,043
y,
Use of Funds: General Operating Expenses
>
* Voter approved operating referendum authority includes an
Reason for Change: annual inflationary increase
* Inflation factors are determined by the State, as set in statute )

)




Explanation of Levy Changes

Category: General Fund — Long Term Facilities Maintenance (LTFM)
>,
Change: +51,366,348
=
Use of Funds: Deferred Maintenance
>

 District is eligible for LTFM revenue based on state approved
project costs

* Levies are coordinated with other capital and debt levies to
) maintain a level or declining tax rate )

Reason for Change:




Explanation of Levy Changes

Category: General Fund —Instructional Lease J
Change: +$1,429,752
y,
Use of Funds: State Approved Instructional Lease Costs
y,
Estimated FY 2023-24 |lease payments for building additions at
Reason for Change: :
Countryside Elementary School

J J




Explanation of Levy Changes

Category: General Fund — Prior Year Adjustments J
Change: +51,268,881
y
Use of Funds: Various
J
Initial levies are based on estimates. In later years, amounts are
Reason for Change: : : :
updated and levies are retroactively adjusted.
4




Explanation of Levy Changes

Category: Debt Service Fund — Voter Approved J

Change: -$725,673
y

Use of Funds: Required Payments on Bonds
J
Levies are coordinated with other capital and debt levies to
Reason for Change: .. ..
maintain a level or declining tax rate

J




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

e Increases or decreases in levy amounts

caused by changes in state funding formulas,

local needs & costs, voter-approved
referendums & other factors

/




Four Year School Levy Comparison

* Examples include school district taxes only & are shown based on no change
and a 12.8% 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

 Examples are for property in City of Edina

Amounts for 2023 are preliminary estimates; final amounts could change
slightly

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



Estimated Changes in School Property Taxes, 2020 to 2023

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 2020 to 2022 to
Type of Property Value in 2020 in 2021 in 2022 in 2023 2023 2023
$500,000 $2,624 $2,629 $2,594 $2,511 -$113 -$83
Residential 750,000 4,128 4,140 4,078 3,942 -186 -136
Homestead 1,000,000 5,631 5,651 5,562 5,373 -258 -189
1,500,000 8,638 8,673 8,530 8,235 -403 -295
2,000,000 11,644 11,694 11,498 11,097 -547 -401
Commercial/ $1,000,000 $6,055 $6,126 $5,807 $5,743 -$312 -$64
Industrial # 2,500,000 15,364 15,550 14,728 14,564 -800 -164
5,000,000 30,878 31,256 29,598 29,266 -1,612 -332

# For commercial-industrial property, amounts above are for property in the City of Edina. Taxes for commercial-industrial property in other municipalities may
be slightly different, due to the impact of the Fiscal Disparities Program.

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 2023 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 2020 to 2023.




Estimated Changes in School Property Taxes, 2020-23

Based on No Changes in Property Value

Example 1: $500,000* Residential Homestead Property Example 2: $750,000* Residential Homestead Property
$7,000 $7,000
$6,000 $6,000
S $5000 @ $5000
x >
2 2
g $4,000 g‘ $4,000 -
S o
o $3000 Q- $3000 -
o o
2 g
o $2,000 A B $2,000 -
$1,000 - $1,000 -
$0 - $0 -
2020 2021 2022 2023 est. 2020 2021 2022 2023 est.
Year Taxes are Payable Year Taxes are Payable

* Estimated market value for taxes payable in 2023. Taxes are calculated based on no changes in market value from 2020 to 2023.



Estimated Changes in School Property Taxes, 2020-23

Based on No Changes in Property Value

$7,000

$6,000

School Property Taxes

$0

$5,000 -
$4,000 -
$3,000 -
$2,000 -

$1,000 -

Example 3: $1,000,000* Residential Homestead Property

2020 2021 2022 2023 est.

Year Taxes are Payable

School Property Taxes

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

$7,000

$6,000

$5,000

$4,000

$3,000 -

$2,000

$1,000

$0 -

2020 2021 2022 2023 est.
Year Taxes are Payable

* Estimated market value for taxes payable in 2023. Taxes are calculated based on no changes in market value from 2020 to 2023.




Estimated Changes in School Property Taxes, 2020-23

Based on 12.8% Cumulative Changes in Property Value

School Property Taxes

$7,000

$6,000

$5,000

$4,000

$3,000

$2,000

$1,000 -

$0 -

Example 1: $500,000* Residential Homestead Property

$2,327 - $2,354 - $2,358 - $2,511
$443,394 $447,828 $454,545 $500,000
2020 2021 2022 2023 est.

Year Taxes are Payable

School Property Taxes

$7,000

$6,000

$5,000

$4,000

$3,000 |

$2,000 |

$1,000 -

$0 -

Example 2: $750,000* Residential Homestead Property

$3,617 - $3,667 - $3,673 - $3,942
$665,091 $671,742 $681,818 $750,000
2020 2021 2022 2023 est.

Year Taxes are Payable

* Estimated market value for taxes payable in 2023. Taxes are calculated based on changes in market value of 1.0% from 2020 to 2021, 1.5% from 2021 to 2022 and 10.0% from 2022 to 2023.




State Property Tax Refunds & Deferral

Homestead Credit Refund

\J

* 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 $2,930 for homeowners
and $2,280 for renters)

Special Property Tax Refund

\J

e Available for all homestead property, both residential & agricultural (HGA only) with a gross tax increase of at
least 12% and $100 over prior year

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

Senior Citizen Property Tax Deferral

\J

* Allows people 65 years of age or older with household income of $60,000 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

N\

Board will accept
public comments on
proposed levy

Board will certify
2023 property tax
levy
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