
Truth in Taxation Presentation

December 8, 2014 

for Taxes Payable in 2015



Truth in Taxation Law
• State law initially approved in 1988
• Amended in 2009
• Requirements

o Counties must send out “proposed property tax 
statements” between November 11-24, based on 
preliminary tax levies set by all taxing jurisdictions 
(counties, cities, townships, school districts, etc.)

o Taxing jurisdictions must present information on 
proposed levy and current year budget

• Discuss percentage change and reasons for 
change- Total 2015 levy will increase by 
$1,134,224 (9.24%) 

o Allow for comments from audience at a regularly 
scheduled meeting



School Levy vs. Budget Cycle

• Property Tax Levy
§ Final levy set in December
§ Property taxes levied on a calendar year basis

• Budget 
§ Final budget approved in June, 6 months later
§ School fiscal year is July 1 through June 30
§ Mid-year budget revision to be completed in January

Unlike cities and counties, a school district does 
not set its budget when setting the tax levy.



Tax Levy – Budget Relationship
• Tax levy is based on many state-determined 

formulas.
• Some changes in tax levies are revenue neutral, 

offset by reductions or increases in state aid.
• Expenditure budget is limited by state-set revenue 

formulas, voter-approved levies, available fund 
balance, and program needs, not just by tax levies.

• Because approval of the budget lags behind 
certification of the tax levy by six months, only 
current year budget information and prior year 
actual financial results will be presented at this 
hearing.



Budget Information
• All school district budgets are divided into separate funds, 

based on purposes of revenue, as required by law.
• For our district, 8 active funds:

1. General fund (includes former transportation and capital 
expenditure funds)

2. Food Service fund
3. Community Service fund
4. Building Construction fund 
5. Debt Service fund
6. OPEB Debt Service fund
7. HRA Trust fund
8. OPEB Trust fund



2014-15 Revenues by Fund
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2014-15 Expenditures 
By Fund
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Budget Information
• General Fund Revenue Changes for 2014-15

o 1.9% increase on the General Education Revenue formula 
allowance

o 1.0 % increase in state Special Education Aid
o $189.55 per pupil unit board approved referendum allowance
o Enrollment projection of 5,703 (ECSE-12) - a decrease from prior 

year projection - current enrollment on 10/1/14 - 5,719
o Teacher Development revenue (new for 2014-15)
o Integration Revenue decreased to 83% of prior year revenue
o Kindergarten pupil units budgeted at 90% full-time



2014-15 General Fund 
Revenue Summary
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Budget Information
• General Fund Expenditure Changes for 2014-15

o Superintendent & Special Ed staffing contingencies
o Contract & benefits based on contracts & expected market 

conditions
o Other expenditures (supplies & utilities) 0-5% increase
o Continued cost containment initiatives
o Integration program submitted to MDE at 83% of 2012-13 program
o $405,000 set aside for capital, curriculum, and technology
o $330,000 set aside for class size reduction (continuation)
o 3.3 FTE added for full implementation of free all day kindergarten
o 6.0 FTE added for Local Option Revenue (class size reduction)



2014-15 General Fund 
Expenditure Summary
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Staff Full-Time Equivalent Comparison 

July 1, 2014



Overview of Proposed Levy 
Payable in 2015

• Law requires that we explain the major 
changes in the levy.
1. We will review how taxes are determined.
2. We will review the major changes in the 

levy total and the reasons for those 
changes.

3. We will look at some specific examples of 
tax impact.

4. We will review the Minnesota Property Tax 
Refund programs.



School Revenues and Taxes are Highly 

Regulated by the State

• State sets formulas which determine revenue; 
most revenue is based on specified amounts 
per pupil (Other local levies).

• State sets tax policy for local schools.
• State sets maximum authorized property tax levy. 

(Districts can levy less but not more than 
amount authorized by state, unless approved 
by the voters.)

• State authorizes school board to submit 
referendums for operating and capital needs to 
voters for approval (voter approved levies)-
Board discretion up to $300 per pupil for the first 
time with Pay 2014 Levy.





Levy Timeline in 2015

• Schedule of events in approval of district’s 
2014 (Payable 2015) tax levy
o Early September – Minnesota Department of 

Education prepared and distributed the first draft of 
levy limit worksheets setting maximum authorized 
levy

o September 22 – Board approved the proposed levy
o November 4 – Bond Election
o Mid-November – County mailed “Proposed 

Property Tax Statements” to all property owners 
o December 8 – Tax information presentation and 

School Board certifies final levy



Overview of Proposed Levy 
Payable in 2015 

• Four main factors affect your taxes-(School portion only for this 
discussion)
1. Levy totals

A. Truth In Taxation notices - Decreased $45,305 or -.37%     
(School District portion only) - Bond issue not included

B. Final Tax statements issued in spring 2015 – Net increase of 
$1,134,224 or 9.24% - Bond issue included

2. Total value of all property within the school district 
boundaries,(tax base) - Referendum Market Value and Net 
Tax Capacity up for the district - County Assessor 

3. Assessed value of your property (estimated and taxable 
market value) - County Assessor

4. Market Value Exclusion - State Legislature
• Reduces your taxable market value based on a state-

determined formula
• It is the reason why some statements show a difference 

between Estimated Market Value and Taxable Market 
Value



School Levy School Levy Total - Truth Total - Truth in Taxation Noticesin Taxation Notices
Bond Issue Not IncludedBond Issue Not Included



School Levy Total – Final Tax StatementsSchool Levy Total – Final Tax Statements
Bond Issue IncludedBond Issue Included



Explanation of Levy 
Changes

• Category: Health and  Safety
• Change: +$397,928
• Use of funds: State-approved capital projects 

related to health and safety
• Reason for increase:

o The amount of this levy is based on the estimated cost of 
qualifying state-approved projects.  

o The levy is going up based on two factors:
• More projects to complete
• Expenditures made caught up with revenues last year so 

this year is based on estimated costs for next two years



Explanation of Levy 
Changes

• Category: General Fund Adjustments
• Change: -$254,523
• Use of funds: general operating expenses
• Reason for decrease:

o Annually, the Minnesota Department of Education adjusts 
final program revenues to final expenditures or final 
allocations for per student-based funding programs.

o Adjustments this year are primarily in the areas of health 
and safety, reemployment, and the OPEB pay as you go 
levy.



Explanation of Levy 
Changes

• Category: School Age Care
• Change: -$30,000
• Use of funds: KidKare program expenses
• Reason for decrease:

o Revenue is used to fund the additional costs of providing 
services to children with disabilities or children experiencing 
family or related problems of a temporary nature who 
participate in the school-age care program.

o Revenue is based on actual expenses and equalized for 
some districts. 

o Anticipated costs are less than original estimates.  



Explanation of Levy 
Changes

• Category: Reduction for Excess Fund Balance
• Change: -$78,910
• Use of funds: Principal and interest payments on 

bonds
• Reason for decrease:

o Districts are required annually to levy 105% of their debt 
service payments to cover the loss of revenue from 
delinquent tax payments.  

o Districts are limited in the amount of fund balance in the 
debt service fund based on a state-determined excess 
fund balance formula. 

o Based on the refunding of bond issues in prior years, the 
district’s required excess reduction is increased, resulting in 
a decrease in the levy.



Explanation of Levy 
Changes

• Category: Voter Approved Debt Service 
• Change: +$1,179,528
• Use of funds: To pay principal and interest payments 

on voter approved debt service
• Reason for increase:

o On November 4, 2014, voters approved a $33.05 million 
ballot question. 

o The District is placing the first year estimated levy payment 
on the 2015 payable tax levy in the abovementioned total.

o The bonds will be sold on January 12, 2015 and this levy 
amount will be incorporated into the final bond structure.



Market Value Exclusion 
Review

• Specifics
o Applies to residential homestead property only
o Eliminates the homestead market value credit
o Declines to $0 at property value of $413,800
o Reduces the Taxable Market Value of your property on a sliding scale in 

relationship to $76,000 of value
• Excludes 40% of the value up to $76,000
• Adds back 9% of the value over $76,000

• Effects on property values
o Artificially reduces your taxable market value 

• The exclusion is the difference between your Estimated Market Value for 2015 and your Taxable 
Market Value for 2015 as shown on your tax statement

o Artificially reduces the net tax capacity of the school district causing a 
higher tax rate

• Effects on taxes
o Shifted state paid credits onto local levies
o Created a greater net tax capacity tax rate
o Shifted tax burden among the different property classes
o Pay 2015 is the fourth year of the program so we now have a better 

comparison to prior year taxes



Property Value Changes-
School District Portion

• Individual property valuations above these district valuation changes should see a slight 
increase for the school portion of their taxes

• Individual property valuations at or below these changes should see no change or a slight 
decrease for the school portion of their taxes



Property Value Changes-
Tax Rate Calculations



Property Value Changes-
Tax Rate Calculations



Impact on Taxpayers-
School Portion Only



Individual Property 
Examples - Truth In 

Taxation

• District estimated EMV percentage – 7.97% increase
• District estimated TMV percentage – 8.50% increase



Impact on Taxpayers-
School Portion Only



Bond Issue Tax Impact -
Published versus Final



Individual Property 
Examples

• The tax amount change will vary based on the change 
in individual property value.



State Property Tax 
Refunds

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

• These programs may reduce the net tax 
burden for local taxpayers, but only if you 
take time to complete and send in the 
forms.

• For help with the forms and instructions:
o Consult your tax professional, or
o Visit the Department of Revenue website at 

www.taxes.state.mn.us



State Property Tax 
Refunds

• Minnesota Property Tax Refund 
o (aka “Circuit Breaker” Refund)
o Has existed since 1970s
o Available to all owners of homestead property
o Annual income must be approximately $105,500 

or less (income limit is higher if you have 
dependents)

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

o Maximum refund is $2,657 
o Especially helpful to those with lower incomes
o Fill out state tax form M-1PR



State Property Tax 
Refunds

• Special Property Tax Refund
o Available for all homestead properties with a 

gross tax increase of more than 12% and $100 
or more over the prior year

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

o No income limits
o Fill out 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 the 
property taxes on their home.

• Taxes paid in any year limited to 3% of household 
income for the year before entering deferral program; 
this 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 the property.
• The deferred property taxes plus accrued interest must 

be paid when the home is sold or the homeowner(s) 
dies.



Next Steps
• Tonight 

o Board will accept public comments and 
questions on proposed levy.

o Board certifies final amount of tax levy 
payable in 2015.

• Final levy is certified to county auditor 
by December 31, 2014.



Comments and 
Questions

 


