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Multiple financing tools

“Tools for Financing Capital Projects” booklet

Growing trend 

Effective use = SUCCESS!

Financing Tools: Capital Projects

 Mix & match

 Get advice early to be creative
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Examples – Tax Base Composition

School District:  Lakeville (ISD # 194)
Taxes Payable 2021 Tax Base by Property Type

Market Value Percent 
of Total

Referendum Market 
Value

Percent of 
Total

Net Tax 
Capacity*

Percent 
of Total

Totals  8,802,367,699 100.0% 8,586,835,851 100.0% 99,597,729 

Residential Homestead 6,467,956,122 73.5% 6,425,753,212 74.8% 64,058,777 64.3%
Other Residential 1,141,467,292 13.0% 1,137,277,904 13.2% 12,573,311 12.6%
Commercial / Industrial 971,082,100 11.0% 971,082,100 11.3% 19,061,035 19.1%
Non Qualifying Agricultural 46,429,035 0.5% 45,563,535 0.5% 461,712 0.5%
Qualifying Agriculture 168,274,050 1.9% - 0.0% 1,317,176 1.3%
Seasonal Recreational 7,159,100 0.1% 7,159,100 0.1% 89,305 0.1%
TIF and FD 2,036,413 2.0%
* Totals include TIF and Fiscal Disparities adjustments
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School District:  Walker-Hackensac (ISD # 113)
Taxes Payable 2021 Tax Base by Property Type

Market Value Percent 
of Total

Referendum Market 
Value

Percent of 
Total

Net Tax 
Capacity*

Percent 
of Total

Totals  2,198,965,724 100.0% 904,089,988 100.0% 22,267,605 

Residential Homestead 627,749,233 28.5% 613,636,730 67.9% 5,847,219 26.3%
Other Residential 89,909,225 4.1% 89,156,775 9.9% 955,031 4.3%
Commercial / Industrial 120,944,500 5.5% 120,944,500 13.4% 2,134,590 9.6%
Non Qualifying Agricultural 13,995,184 0.6% 13,749,584 1.5% 115,093 0.5%
Qualifying Agriculture 171,961,967 7.8% - 0.0% 1,539,659 6.9%
Seasonal Recreational 1,174,405,615 53.4% 66,602,400 7.4% 11,904,187 53.5%
TIF and FD (228,175) -1.0%
* Totals include TIF and Fiscal Disparities adjustments

Examples – Tax Base Composition
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School District:  Mabel-Canton (ISD # 238)
Taxes Payable 2021 Tax Base by Property Type

Market Value Percent 
of Total

Referendum Market 
Value

Percent of 
Total

Net Tax 
Capacity*

Percent 
of Total

Totals  495,364,517 100.0% 123,706,394 100.0% 4,010,599 

Residential Homestead 65,339,100 13.2% 64,856,100 52.4% 501,825 12.5%
Other Residential 20,662,900 4.2% 20,514,150 16.6% 217,661 5.4%
Commercial / Industrial 18,385,800 3.7% 18,385,800 14.9% 337,365 8.4%
Non Qualifying Agricultural 20,067,400 4.1% 19,950,344 16.1% 153,193 3.8%
Qualifying Agriculture 364,646,817 73.6% - 0.0% 2,747,524 68.5%
Seasonal Recreational 6,262,500 1.3% - 0.0% 62,625 1.6%
TIF and FD (9,594) -0.2%
* Totals include TIF and Fiscal Disparities adjustments

Examples – Tax Base Composition
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Financing Tools: School Building Bonds

Broadest authority

Voter approval required (typically, for any tax increase)

Provides up front cash

Qualifies for agricultural credit

Flexible payment structure

MDE review & comment for projects over $2 million
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School Building Bond Agricultural Credit

Provides agricultural 
property owners a credit 
for taxes attributable to 

school district debt 
service

Applies to new & 
existing debt

Applies to all agricultural 
property (except house, 

garage & one acre) 
Class 2a: Agricultural Land 
(Homestead & Non-Homestead)
Class 2b: Rural Vacant Land
Class 2c: Managed Forest Land

Credit increases:
60% in Pay 2022

70% in Pay 2023 & later

Ongoing credit, 
automatically deducted 

from property taxes 
owed 

(no request form needed)

Credit paid by State, 
does not shift levy to 
other property types
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Operating Referendum

November election 
ballot question, stated 

per pupil, generally 
capped at $1,966.66

(FY 2023-24)
(no cap for sparsity districts) 

Allows districts to 
generate additional 
general education 

revenue

Revenue can be 
combination of local 
property tax levies & 

state aid 

Annual levy, 10-year 
maximum length

Taxes spread on 
Referendum Market 

Value 
(most property types pay same 

taxes per dollar of property 
value)

Revenue may be used 
for any operating or 

capital expenses
(e.g. staff salaries/benefits, 

utilities, supplies, technology)
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   Source: MDE September 2021 Inflation Estimates
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$7,500
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2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023

Formula Allowance Adjusted for Pupil Weight Change Adjusted for Pupil Weight Change and Inflation (CPI)

* Had the allowance increased by the rate of inflation each year 
since 2003, the 2023 allowance per ADM would be $7,661

* The difference  between  the FY 23 formula allowance per ADM 
and the inflation adjusted formula allowance is $798 or 11.6%

General Education Formula Allowance
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Capital Project Levy

Election ballot question, 
stated tax rate

Allows districts to 
generate additional 

revenue for technology 
& capital projects

Revenue provided 
through local property 

tax levies

Annual levy, maximum 
length of 10 years

Taxes spread on net tax 
capacity 

(All taxpayers pay, but may pay 
different amounts based on type 

of property)

Revenue may be used 
for items consistent with 

ballot language
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Capital Project 
Levy (+300/Pupil 

Equivalent)

Operating 
Referendum 

Revenue
(+300/Pupil)

Difference

Per Pupil Authority
Annual Revenue $1,027,800 $1,027,800 $0

$100,000 $20 $37 -$17
Residential 200,000 51 74 -23
Homestead 250,000 66 93 -27

300,000 81 112 -31
400,000 112 149 -37

Commercial/ $100,000 $42 $37 $5
Industrial 200,000 91 74 17

300,000 148 112 36

Agricultural $5,000 $0.70 $0.00 $0.70
Homestead** 6,000 0.84 0.00 0.84

(average value per acre 7,000 0.98 0.00 0.98
of land & buildings) 8,000 1.12 0.00 1.12

Agricultural $5,000 $1.41 $0.00 $1.41
Non-Homestead** 6,000 1.69 0.00 1.69

(average value per acre 7,000 1.97 0.00 1.97
of land & buildings) 8,000 2.25 0.00 2.25

6,000 1.69 0.00 1.69
$100,000 $28 $0 $28

Seasonal 200,000 56 0 56
Recreational 300,000 84 0 84
Residential 400,000 112 0 112

500,000 141 0 141

Estimated Annual Tax Increase * DifferenceType of Property Estimated
Market Value

* The amounts in the table are based on school district taxes for the proposed capital project levy or operating referendum 
only, and do not include tax levies for other purposes. These calculations are based on esimated data for taxes payable 
2023. Tax increases shown above are gross increases, not including the impact of the state Homestead Credit Refund 
("Circuit Breaker") program. Owners of homestead property will qualify for a refund, based on their income and total 
property taxes. This may change the net tax for those property owners.
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• Long term facilities maintenance (LTFM) revenue

 Deferred maintenance (like-for-like)

 Health & safety

 Building remodeling for voluntary Pre-K

 Additional revenue for health & safety projects over $100,000

 Indoor air quality

 Fire alarm & suppression

 Asbestos removal

Financing Tools: LTFM Revenue
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 $380 per pupil (old alternative facilities districts: no limit)

 Building age

 State aid & property tax levy

Excludes 50% of agricultural land value for tax base

 Equalizing factor

 123% of state average ANTC per pupil

 Bonds & pay-as-you-go options

Financing Tools: LTFM Revenue
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Financing Tools: LTFM Revenue

Advantages

• State aid
• Bonds qualify for school building bond agricultural credit 
• Lower interest rates
• No election
• 10-year plan 

Disadvantages

• Limited uses
• Limited revenue
• Multistep approval process
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• Purposes

• 15-year term
• No additional revenue for debt service
• Eligible for school building bond agricultural credit
• Payments limited to annual operating capital revenue
• Capital notes: equipment purchases (10-year limit)

Capital Facilities Bonds / Capital Notes

 Building renovations
 Site improvements
 Health & safety projects

 Energy modifications
 Security improvements
 Parking lot improvements
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• Funds used for parking lots only

• Generally, 15 years (20 years possible)

• Public hearing required

• Review & comment required if project exceeds $2 million

• Levy each year for payments

• Qualify for school building bond agricultural credit

• No state equalization aid

Abatement Bonds

18
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• Lease purchase agreement

 Direct bank placement or “certificates of participation” (COPs)

• Used for real or personal property

• Certain leases qualify for lease levy authority

 K-12 building additions

 New buildings for non-K-12 purposes

 ALC, early childhood center

Lease Purchase / Lease Levy

19
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• Purposes

 Operating leases

 Long-term capital leases (space used for instructional purposes)

• $212 per pupil limit

• No state equalization aid

• Not eligible for school building bond agricultural credit

Lease Levy

20



ST. CHARLES PUBLIC 
SCHOOLS

District Example

21
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• 100 miles SE of Twin Cities & 20 miles E of Rochester

• Current population estimate of 6,100

• 118 square miles

• Stable enrollment approximately 1,000 students

• Total identified capital needs over $23 million

Background
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Converting 
existing kitchen 
& cafeteria into 

preschool & 
kindergarten 
classrooms

Constructing 
new addition 

housing a kitchen 
& cafeteria

Deferred 
maintenance: 

building 
envelope, 

windows, boilers, 
plumbing, & 

electrical

Driveway & 
parking lot 

renovation & 
expansion

Elementary School Building
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Construct new addition 
as a science wing & 

convert cafeteria into a 
weight room

New offices, entrance & 
remodel lobby, locker 
rooms, classrooms & 

restrooms

Renovate commons & 
kitchen areas

Remodel & expand 
agriculture & industrial 
technology classrooms, 

labs, & shop areas

Construct new remote 
greenhouse & 

reconstruct existing & 
add new parking lots, 
sidewalks, & outside 

stairs

Construct auxiliary gym 
& add a fitness room, 

changing rooms, 
training room & 

restrooms

Track repairs & add 
synthetic turf to soccer 

field

Purchase vacant land 
for future use

Deferred maintenance: 
building envelope, 
windows, HVAC, 

plumbing, electrical, & 
flooring

Middle & High School Building
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• April 2018: District & Ehlers begin discussing capital needs & 
funding options 

• Several funding sources identified

 Voter approved bonds for majority of project costs

 2 ballot questions

 Facilities maintenance bonds

 Capital facilities bonds

• Several other sources explored

Planning Process
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Debt issuance strategies

 Timing 

 Bank qualification

 Combining different types of bonds into single bond issue to 
reduce up-front issuance costs

Planning Process
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November 5, 2019 election
Covered Most ($18.5 million)

Capital Projects

Question #1: 
$13,630,000 

Question #2: 
$4,870,000

December 2019  
Issued $9,965,000

Voter Approved Bonds

Bank qualified –
lower interest rates

Solutions
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March 2020
Issued $9,675,000
Voter Approved & 

Facilities Maintenance 
Bonds

Bank qualified –
lower interest rates

Combined issue –
lower cost of 

issuance

January 2021
Issued $3,365,000
Capital Facilities & 

Facilities Maintenance 
Bonds

Bank qualified –
lower interest rates

Combined issue –
lower cost of 

issuance

January 2021
Issued $965,000

Certificates of 
Participation

Bank qualified –
lower interest rates

Solutions
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Authorized Bond Amount
Average Interest Rate
Number of Years
Bond Structure
Ag Credit Percent in First Tax Year
Total Est. Tax Levy Over Bond Term

Annual Monthly Annual Monthly
$75,000 $56 $5 $45 $4
100,000 90 7 72 6
125,000 124 10 100 8
150,000 158 13 127 11
165,000 179 15 144 12
175,000 192 16 155 13
200,000 226 19 182 15
250,000 295 25 237 20
300,000 363 30 292 24
350,000 431 36 347 29
400,000 499 42 402 33
$100,000 $188 $16 $151 $13
200,000 407 34 327 27
300,000 657 55 529 44
500,000 1,158 97 931 78
4,000 $1.25 $0.10 $1.01 $0.08
5,000 1.57 0.13 1.26 0.10
6,000 1.88 0.16 1.51 0.13
7,000 2.19 0.18 1.76 0.15
4,000 $2.50 $0.21 $2.01 $0.17
5,000 3.13 0.26 2.52 0.21
6,000 3.76 0.31 3.02 0.25
7,000 4.38 0.37 3.52 0.29

Agricultural

$24,800,565

Pre-Election After Bond Issuance
$18,500,000

2.26% 2019A & 2.07% 2020A
22

Split BQ Issues - Wrap Around
50%

Homestead

50%

Estimated Annual Debt Service Tax Change for Taxes Payable 2020*

First Tax Year (Taxes Payable In) 2020 2020

Residential

Commercial/
  Industrial

Type of Property Estimated
Market Value

$29,726,200

Homestead**
(average value per acre

of land & buildings)

of land & buildings)
Agricultural

Non-Homestead**
(average value per acre

$18,500,000
3.80%

22
Single Issue - Wrap Around
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St. Charles Public Schools
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Operating Capital Revenue

Year 
Taxes 

Payable

Fiscal 
Year

Oper Cap 
Revenue

Oper Cap 
Levy Levy % Oper Cap Aid Aid % Principal Interest Total 

Payments

Debt Service 
Levies

(P&I at 105%)

Remaining 
Oper Cap

2020 2021 259,850 70,152 27.00% 189,698 73.00% 0 0 0 0 259,850 
2021 2022 272,669 76,414 28.02% 196,255 71.98% 95,000 32,009 127,009 133,359 139,310 
2022 2023 273,941 77,522 28.30% 196,419 71.70% 95,000 29,428 124,428 130,649 143,292 
2023 2024 275,212 78,646 28.58% 196,566 71.42% 100,000 26,578 126,578 132,906 142,306 
2024 2025 276,483 79,784 28.86% 196,699 71.14% 105,000 23,578 128,578 135,006 141,477 
2025 2026 277,755 80,151 28.86% 197,604 71.14% 105,000 20,428 125,428 131,699 146,056 
2026 2027 279,026 80,518 28.86% 198,508 71.14% 110,000 17,278 127,278 133,641 145,385 
2027 2028 280,298 80,885 28.86% 199,413 71.14% 115,000 13,978 128,978 135,426 144,872 
2028 2029 281,569 81,251 28.86% 200,318 71.14% 115,000 10,528 125,528 131,804 149,765 
2029 2030 282,840 81,618 28.86% 201,222 71.14% 115,000 9,378 124,378 130,596 152,244 
2030 2031 284,112 81,985 28.86% 202,127 71.14% 120,000 8,228 128,228 134,639 149,473 
2031 2032 285,383 82,352 28.86% 203,031 71.14% 120,000 7,028 127,028 133,379 152,004 
2032 2033 286,654 82,719 28.86% 203,935 71.14% 120,000 5,828 125,828 132,119 154,535 
2033 2034 287,926 83,086 28.86% 204,840 71.14% 120,000 4,568 124,568 130,796 157,130 
2034 2035 289,197 83,453 28.86% 205,744 71.14% 125,000 3,188 128,188 134,597 154,600 
2035 2036 290,469 83,820 28.86% 206,649 71.14% 125,000 1,625 126,625 132,956 157,513 
2036 2037 291,740 84,186 28.86% 207,554 71.14% 0 0 0 0 291,740 

Totals 4,775,124 1,368,542 3,406,582 1,685,000 213,641 1,898,641 1,993,573
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LTFM Revenue

Year 
Taxes 

Payable

Fiscal 
Year

LTFM 
Revenue LTFM Levy LTFM Aid Principal Interest Total 

Payments

Initial Debt 
Service 

Levies (P&I 
at 105%)

Existing 
LTFM Debt 

Service 
Levies

Remaining 
LTFM 

Revenue

2020 2021 422,864 218,252 204,612 0 0 0 0 169,833 253,031 
2021 2022 443,232 226,313 216,919 105,000 31,947 136,947 143,794 164,115 135,323 
2022 2023 443,232 227,079 216,153 95,000 29,065 124,065 130,268 164,535 148,429 
2023 2024 443,232 211,082 232,150 100,000 26,215 126,215 132,526 164,745 145,961 
2024 2025 443,232 215,673 227,559 100,000 23,215 123,215 129,376 164,745 149,111 
2025 2026 443,232 215,673 227,559 105,000 20,215 125,215 131,476 164,535 147,221 
2026 2027 443,232 215,673 227,559 110,000 17,065 127,065 133,418 166,950 142,864 
2027 2028 443,232 215,673 227,559 110,000 13,765 123,765 129,953 166,320 146,959 
2028 2029 443,232 215,673 227,559 115,000 10,465 125,465 131,738 165,480 146,014 
2029 2030 443,232 215,673 227,559 115,000 9,315 124,315 130,531 166,005 146,696 
2030 2031 443,232 215,673 227,559 120,000 8,165 128,165 134,573 0 308,659 
2031 2032 443,232 215,673 227,559 120,000 6,965 126,965 133,313 0 309,919 
2032 2033 443,232 215,673 227,559 120,000 5,765 125,765 132,053 0 311,179 
2033 2034 443,232 215,673 227,559 120,000 4,505 124,505 130,730 0 312,502 
2034 2035 443,232 215,673 227,559 120,000 3,125 123,125 129,281 0 313,951 
2035 2036 443,232 215,673 227,559 125,000 1,625 126,625 132,956 0 310,276 
2036 2037 443,232 215,673 227,559 0 0 0 0 0 443,232 

Totals $7,514,576 $3,686,477 $3,828,099 $1,680,000 $211,417 $1,891,417 $1,985,987 $1,657,263 



ST. CROIX RIVER 
EDUCATION DISTRICT 
(“SCRED”)

District Example

33
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• Educational cooperative organization serving 6 districts

• Key players
 SCRED Director

 SCRED Business Manager

 District Superintendents

 District Business Managers

 Ehlers Team

 ICS

 Local Attorney & Financing Attorney

Background
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• Construct a new educational facility 

 Federal Setting IV social behavior program 

 Serving Pine City, East Central & Hinckley/Finlayson students

Capital Need
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• Identified space & programming needs

• Evaluated available facilities

 Suitability

 Purchase & renovation costs

• Evaluated constructing new 

• Evaluated financing options & delegation of responsibilities

Planning Process
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• Purchase & renovate property

• Identified fiscal agent for the project

• Memo of understanding 

• Amendments to SCRED agreement

Solution
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Pine City issued certificates of participation (COPs)

$3,865,000

20-year term

Evaluated alternatives

Solution
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• Participating districts pay 
their proportionate share of 
the debt service 
 Separate agreement

 Based on total adjusted 
pupil units of districts
 Adjusted annually

 Funding source
 Annual lease levy

 General fund appropriation

Solution
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Solution

Pay 2021 Lease Levy Capacity

Regular Lease
Levy Limit

$212 per pupil

Current Approved
Leases

Remaining
Authority

East Central 165,233 106,501 58,731
- After Reduction -10,132 68,863

Hinckley-Finlayson 219,166 159,964 59,201
- After Reduction -12,825 72,026

Pine City 361,121 215,988 145,133
- After Reduction -22,043 167,176

Total (Current) 745,519 482,453 263,066
- After Lease Changes* 745,519 437,454 308,066

* Each school district will reduce their lease levy by the amount they're currently levying for the Visions program if 
this project is completed. The Transitions program would remain the same.
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Solution

20 Year Lease Levy

Project Cost: $3,877,740
Proportionate 

Contribution to 
Lease Payment

Annual Tax Impact 
on $100,000 Home

East Central 52,551
- available lease authority 68,863 $6
- General Fund subsidy 0
Hinckley-Finlayson 69,704
- available lease authority 69,704 $6
- General Fund subsidy 0
Pine City 114,852
- available lease authority 167,176 $7
- General Fund subsidy 0
Total Payment 237,108
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Solution

Proportionate Allocation of Pay 2022 Payment $52,551 $69,704 $114,852

Estimated
Market Value

$50,000 $2 $2 $3
100,000 6 6 7
125,000 8 8 10
150,000 10 10 13
200,000 15 15 19
300,000 24 23 30
$50,000 $6 $6 $8
100,000 12 12 16
250,000 35 34 44
500,000 76 75 96
$2,000 $0.08 $0.08 $0.10
3,000 0.12 0.12 0.16
4,000 0.16 0.16 0.21
5,000 0.21 0.20 0.26

$2,000 $0.16 $0.16 $0.21
3,000 0.25 0.24 0.31
4,000 0.33 0.32 0.42
5,000 0.41 0.41 0.52

$50,000 $4 $4 $5
100,000 8 8 10
200,000 16 16 21

Agricultural

Seasonal

(average value per acre
of land & buildings)

Recreational 
Residential

Non-Homestead**

of land & buildings)

Agricultural

Commercial/
  Industrial 

Homestead**
(average value per acre

Type of Property

Homestead

Estimated Impact on Annual Taxes Payable in 2022*

Residential

District East Central Hinckley-Finlayson Pine City



651.697.8585
jseeley@ehlers-inc.com

Jeff Seeley, Ehlers
Senior Municipal Advisor
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Let’s Talk!

651.697.8566
jchapman@ehlers-inc.com

Jen Chapman, Ehlers
Financial Specialist
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Questions?

Q
&
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Ehlers is the joint marketing name of the following affiliated businesses (collectively, the “Affiliates”): Ehlers & Associates,
Inc. (“EA”), a municipal advisor registered with the Municipal Securities Rulemaking Board (“MSRB”) and the Securities 
and Exchange Commission (“SEC”); Ehlers Investment Partners, LLC (“EIP”), an SEC registered investment adviser; and 
Bond Trust Services Corporation (“BTS”), a holder of a limited banking charter issued by the State of Minnesota.

Where an activity requires registration as a municipal advisor pursuant to Section 15B of the Exchange Act of 1934 
(Financial Management Planning and Debt Issuance & Management), such activity is or will be performed by EA; where 
an activity requires registration as an investment adviser pursuant to the Investment Advisers Act of 1940 (Investments 
and Treasury Management), such activity is or will be performed by EIP; and where an activity requires licensing as a 
bank pursuant to applicable state law (paying agent services shown under Debt Issuance & Management), such activity 
is or will be performed by BTS. Activities not requiring registration may be performed by any Affiliate.

This communication does not constitute an offer or solicitation for the purchase or sale of any investment (including 
without limitation, any municipal financial product, municipal security, or other security) or agreement with respect to 
any investment strategy or program. This communication is offered without charge to clients, friends, and prospective 
clients of the Affiliates as a source of general information about the services Ehlers provides. This communication is 
neither advice nor a recommendation by any Affiliate to any person with respect to any municipal financial product, 
municipal security, or other security, as such terms are defined pursuant to Section 15B of the Exchange Act of 1934 and 
rules of the MSRB. This communication does not constitute investment advice by any Affiliate that purports to meet the 
objectives or needs of any person pursuant to the Investment Advisers Act of 1940 or applicable state law.

Important Disclosures
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