
Capital Projects: How Financing & 
Property Taxes Intersect
March 31, 2023
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• Property Tax Levy

 Timeline

 Property tax calculations

• School District Financing Options

 “Tools” book

Overview
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Education Funding

Source: MDE Consolidated Financial Reports
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• Minnesota School District Property Tax System is 
COMPLICATED!!!

 39 pages of levy calculations!

 40 different levy categories!

 2 property tax bases 

 4 different funds

 2 Truth in Taxation categories 

Overview
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Cities & Counties
•Revenue based on tax rate
Property value increase = tax levy 
authority increase

•Calendar year

School Districts
•Revenue primarily based on enrollment
Property values increase = tax levy 
authority increase
One exception: Capital Project Levy based 
on tax rate

•Fiscal year

Property Tax Levy Authority

/
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School District Property Tax Cycle

Step 6
County Auditor divides final levy by district’s 
total tax capacity to determine tax rate 
needed to raise levy amount.

Step 5

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

Step 4
Minnesota Department of Education 
calculates levy limits for each school district, 
based on formulas approved by Legislature.

Step 3
County Auditor calculates tax capacity for 
each parcel of property AND total tax 
capacity for each school district.

Step 2
Legislature sets formulas for tax capacity 
and school district levy limits.

Step 1
City or County Assessor determines 
estimated market value for each parcel of 
property.
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• Properties assessed by 
January 2 of previous year for 
which taxes are payable

 E.g. January 2, 2023, for taxes 
payable in calendar year 2024

• Valuation for upcoming year 
mailed by counties in March

 Includes timing/process for 
appealing assessed value

Property Assessment
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Approval of District’s 2022 (Payable 2023) Tax Levy

Schedule of Events

September 8: 
MDE prepares 
& distributes 
first draft of 

levy limit 
report setting 

maximum 
authorized 

levy

No later than 
September 

30:       
School Board 

approves 
proposed levy 

amounts

Mid-
November: 

County mails 
“Proposed 

Property Tax 
Statements” 

to all property 
owners 

No later than 
December 28: 
Public hearing 
on proposed 

levy at regular 
meeting 

Following 
hearing: 

School Board 
certifies final 
levy amounts



Mid-November: County mails 
“Proposed Property Tax 

Statements” to all property 
owners 

No later than September 30: 
School Board approves 
proposed levy amounts

September 8: MDE prepares 
& distributes first draft of 
levy limit report setting 

maximum authorized levy
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• Summer Levy Reporting Process

 July & August data submissions to MDE

 Annual Long-Term Facilities Maintenance 
application

 Enrollment estimates

 Building/lease

 General & community service

Schedule of Events



Mid-November: County mails 
“Proposed Property Tax 

Statements” to all property 
owners 

No later than September 30: 
School Board approves 
proposed levy amounts

September 8: MDE prepares 
& distributes first draft of 
levy limit report setting 

maximum authorized levy
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• Reviewing Initial MDE Levy Report

 Current year levy compared to prior year

 ADM data

 Levy categories

 Operating referendum

 Capital project levy

 LTFM (general fund and debt service)

 Debt service 

 November elections

Schedule of Events



No later than December 28: 
Public hearing on proposed 

levy at regular meeting 

Mid-November: County mails 
“Proposed Property Tax 

Statements” to all property 
owners 

No later than September 30: 
School Board approves 
proposed levy amounts
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• Board Approves Proposed Levy Amount

 Approve either specific amount or 
‘maximum’

 Most boards approve ‘maximum’

 Certify to MDE & county on or before 
September 30

 Provide Truth in Taxation meeting date & 
contact information for notice to county

Schedule of Events



Following hearing, School 
Board will certify final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 

Mid-November: County mails 
“Proposed Property Tax 

Statements” to all property 
owners 
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• Proposed Tax Statements

 County mails after November election 

 Includes note if district held an election, but 
won’t include voter-approved amounts or 
expiring authorities

Schedule of Events



Following hearing, School 
Board will certify final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 

Mid-November: County mails 
“Proposed Property Tax 

Statements” to all property 
owners 
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• Proposed Tax Statements

 Property information

 Prior & current year valuations

 Classification of property

Schedule of Events



Following hearing, School 
Board will certify final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 

Mid-November: County mails 
“Proposed Property Tax 

Statements” to all property 
owners 
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• Proposed Tax Statements

Schedule of Events

 Voter-approved 
levies
 Operating Ref.
 Capital project levy
 Debt

 Other local levies
 Meeting 

information
 November election



Following hearing, School 
Board certifies final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 
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Schedule of Events

• Hearing Agenda

 Background information on school funding

 District’s budget

 District’s proposed tax levy

 Property tax background & process

 Explanation of levy changes

 School levy taxes comparison

 Public comments



Following hearing, School 
Board certifies final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 
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Schedule of Events

• Truth in Taxation Explanation of Levy 
Changes Example

General Fund – Capital Project ReferendumCategory:

+$383,601Change:

Technology costsUse of Funds:

• Levy is based on voter approved tax rate applied to 
tax base

• District’s tax base increased

Reasons for 
Change:



Following hearing, School 
Board certifies final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 
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Schedule of Events

• School Property Taxes Example, 2020-23

 Based on No Changes in Property Value

Example 1:  $275,000* Residential Homestead Property       
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Following hearing, School 
Board certifies final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 
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Schedule of Events

• School Property Taxes Example, 2020-23

 Based on No Changes in Property Value

      Example 2:  $325,000* Residential Homestead Property
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Following hearing, School 
Board certifies final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 
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Schedule of Events

• School Property Taxes Example, 2020-23

 Based on 17.3% cumulative changes in property 
value

Example 1:  $275,000* Residential Homestead Property       
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Following hearing, School 
Board certifies final levy 

amounts

No later than December 28: 
Public hearing on proposed 

levy at regular meeting 
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Schedule of Events

• School Property Taxes Example, 2020-23

 Based on 17.3% cumulative changes in property 
value

      Example 2:  $325,000* Residential Homestead Property
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Following hearing, School 
Board certifies final levy 

amounts
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Schedule of Events

• Certify Final Levy Amounts

 By December 28

 Final levy certification due to MDE & County

 TNT form due to MN Department of Revenue
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• Final property tax statements 
mailed by March 31

• Tax payments made

 May 15 (first half)

 October 15 (second half)

Final Tax Statements
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Final Tax Statements



• Many factors can cause a tax bill for an individual property 
to increase or decrease from year to year

 Changes in value of individual property

 Changes in total value of all District property

 Increases or decreases in levy amounts

Property Tax Changes

24
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Understanding RMV vs. NTC

Referendum Market Value Net Tax Capacity

Funding Categories Operating Referendum, LOR, 
Equity, Transition

All other levies, including 
Capital Project Levy and Bonds

How Taxes are Spread Single tax rate Different rates based on 
property type

Taxes Spread? Taxes Spread?

Residential Yes Yes

Commercial/Industrial Yes Yes

Agricultural – Land No Yes

Agricultural – HGA* Yes Yes

Seasonal Recreational No Yes

*House, Garage and One Acre



Understanding Property Valuations

Higher Market Value Increase = Bigger Slice

Lower Market Value Increase = Smaller Slice

Each Property Owner pays a portion of the pie. 



• Two properties in the district

 Both houses are valued at $100,000

Impact of Property Valuations

$100,000

$100,000

$250

$250

• Total levy of $500

 Each property will pay $250 of 
levy



• Two properties in the district

 Orange house value increases by 10%

 Blue house value increases by 25%

Impact of Property Valuations

$125,000

$110,000

• Total levy of $500

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

 Orange house pays less

 Blue house pays more

$266

$234
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Levy Example: Eden Valley-Watkins

Market Value Percent 
of Total

Referendum
Market Value

Percent 
of Total

Net Tax 
Capacity*

Percent 
of Total

Totals  773,346,748             100.0% 407,814,810             100.0% 6,894,857                  100.0%

Residential Homestead 282,107,423             36.5% 275,193,041             67.5% 2,535,366                  36.8%
Other Residential 36,256,350                4.7% 35,686,900                8.8% 387,597                     5.6%
Commercial / Industrial 42,100,500                5.4% 42,100,500                10.3% 777,464                     11.3%
Non Qualifying Agricultural 49,926,325                6.5% 49,326,119                12.1% 444,235                     6.4%
Qualifying Agriculture 245,218,850             31.7% -                             0.0% 1,591,772                  23.1%
Seasonal Recreational 117,737,300             15.2% 5,508,250                  1.4% 1,169,720                  17.0%
TIF & FD -11,297 -0.2%
*Totals include TIF & Fiscal Disparities adjustments - Operating Referendum

- Local Optional Revenue
- Equity and Transition

Assessment Year 2021 (Taxes Payable 2022) Tax Base by Property Type

All other school taxes 
including building bonds
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Total Levy: Eden Valley-Watkins

RMV Levy = Increase

NTC Levy = Decrease
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Levy Example: Eden Valley-Watkins

Pay 22 Levy Pay 23 Levy Change

Referendum Market Value (RMV) 410,942,400 487,069,700 18.5%

Net Tax Capacity (NTC) 6,852,442 8,203,368 19.7%

RMV Levy 645,292 697,923 8.2%

NTC Levy 1,989,647 1,913,054 -3.8%

Total Levy 2,634,938 2,610,978 -0.9%

RMV Tax Rate .15703% .14329% -8.7%

NTC Tax Rate 29.036% 23.321% -19.7%
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Levy Example: Eden Valley-Watkins

$200,000 $839 $708 -$131 -15.6%
225,000 957 807 -150 -15.7%
250,000 1,076 907 -169 -15.7%

$100,000 $593 $493 -$100 -16.9%
250,000 1,627 1,349 -278 -17.1%
500,000 3,471 2,874 -597 -17.2%
$4,000 $3.18 $2.08 -$1.10 -34.6%
5,000 3.98 2.60 -1.38 -34.7%
6,000 4.78 3.12 -1.66 -34.7%

100,000 290 233 -57 -19.7%
200,000 581 466 -115 -19.8%
250,000 726 583 -143 -19.7%

Agricultural 
Homestead

(dollars per acre)
Seasonal

Recreational
Residential

Actual Taxes 
Payable in 2022

Estimate of Taxes 
Payable in 2023

Estimated 
Change in 

Annual Taxes

Estimated % 
Change

Type of Property Estimated
Market Value Estimated Annual School District Property Taxes

Commercial/
Industrial

Residential    
Homestead
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Financing Tools

Multiple financing tools

“Tools for Financing Capital Projects” booklet

Growing trend

Effective use = SUCCESS!
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• “Pay as you go” 

 Use existing cash & reserves

 Efficient for short-lived assets

 Sometimes difficult to save enough

 Those who “paid” may not benefit

Types of Capital Financing
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• Debt issuance

 Preserve existing cash & resources

 Cost of asset amortized over useful 
life

 Asset paid for & benefited by users

 Manage & stabilize tax rates, fees

 Some debt service exempt from 
levy limitation

Types of Capital Financing
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• Interest paid to debt holders exempt from income tax

 Federal & State

• Tax-exemption is a privilege 

 Must comply with federal regulations

 U.S. Treasury is governing body

 IRS enforces regulations

Tax Exempt Debt

Municipal issuers can also issue taxable debt.
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Interest Rate Trends
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School Building Bond Ag 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 reaches maximum 
of 70% in Pay 2023 & 

later

Ongoing credit, 
automatically deducted 

from property taxes 
owed 

(property owners don’t need to 
complete a form to request 

credit)

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



39

School Building Bond Ag Credit

Residential/Other
(Levy)
10%

Commercial/Industrial
(Levy)
14%

Ag Land & 
Buildings

(Levy)
76%

Residential/Other
(Levy)
10%

Commercial/Industrial
(Levy)
14%

Ag Land & 
Buildings

(Levy)
23%

Paid by State Aid
(Ag Credit)

53%

70% Ag CreditNo Ag Credit
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• Capital projects with valid 
authorization under state 
law

• Projects already completed 
or planned for future

 Federal & sometimes State 
tax exemption rules apply 
for expenditure 
reimbursement & timely 
spending of debt proceeds

Eligible Borrowing Purposes
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Financing Tools for Capital Projects
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Financing Tools for Capital Projects

1. Facilities Maintenance Bonds can be used to finance building remodeling required to 
accommodate state-funded voluntary pre-kindergarten programs.
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Financing Tools for Capital Projects



2. Lease levy can be used for new buildings, building purchases, or building additions under 20% of existing 
building, but only if the facilities are used for instruction or school storage, and not for "regular 
elementary or secondary instruction."  Permitted examples would include buildings used for early 
childhood education, special education, alternative learning centers or adult education.

3. Lease levy can be used for site improvements for cocurricular or other instructional uses, e.g., athletic 
fields and tracks.
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Financing Tools for Capital Projects
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Financing Tools for Capital Projects



Planning & 
Authorization

Bond 
Marketing & 

Sale
Closing Debt 

Administration
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Issuing Debt: Process & Timing

6 weeks to 6 months
…or longer

Approx. 2 months
from authorization

2-4 weeks post
sale date

Spans life of
obligation
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Let’s Talk!

Matthew Hammer
Senior Municipal Advisor

(651) 697-8592
mhammer@ehlers-inc.com

Jen Chapman
Financial Specialist

(651) 697-8566
jchapman@ehlers-inc.com



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


	Capital Projects: How Financing & Property Taxes Intersect
	Overview
	Education Funding
	Overview
	Property Tax Levy Authority
	School District Property Tax Cycle
	Property Assessment
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Schedule of Events
	Final Tax Statements
	Final Tax Statements
	Property Tax Changes
	Understanding RMV vs. NTC
	Understanding Property Valuations
	Impact of Property Valuations
	Impact of Property Valuations
	Levy Example: Eden Valley-Watkins
	Total Levy: Eden Valley-Watkins
	Levy Example: Eden Valley-Watkins
	Levy Example: Eden Valley-Watkins
	Financing Tools
	Types of Capital Financing
	Types of Capital Financing
	Tax Exempt Debt
	Interest Rate Trends
	School Building Bond Ag Credit
	School Building Bond Ag Credit
	Eligible Borrowing Purposes
	Financing Tools for Capital Projects
	Financing Tools for Capital Projects
	Financing Tools for Capital Projects
	Financing Tools for Capital Projects
	Financing Tools for Capital Projects
	Issuing Debt: Process & Timing
	Let’s Talk!
	15 – Minute Break
	Important Disclosures

