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How much of my property taxes are due to public education?

The education portion of the local property tax is roughly 25 percent of the total property tax bill for most homeowners.

How will this proposal affect my property taxes overall?

The average property tax for homeowners will only increase 2.7 percent due to the changes suggested in this budget (not 23 percent as reported in the local media).

Under the proposed property tax changes, the statewide increase for property taxpayers is $24 per $100,000 market value, excluding the alternative compensation levy and any new referendum levies approved by voters.  For districts that choose to levy for alternative compensation, the average additional increase would be $10 per $100,000 of market value. 

State spending on K-12 education increased only 1.5 percent under this proposal, so how does that equate to 2 percent each year on the formula?

We fund education in Minnesota on a per-pupil basis. Simply put, if we have more kids, we send more money to schools. Because this proposal adds a 2 percent increase to the per-pupil formula for the next two years, it means local districts will get that much more money for every student in their system.

Because the state is serving fewer students each year, the total dollars spent on K-12 education at the state level will naturally increase at a slower rate than what we propose for the per-pupil formula.  If you are a superintendent of schools, your district will receive, on average, an increase of 5.4 percent and could receive up to 8 percent if you take advantage of everything in this proposal.

What would happen to property taxes under current law if the legislature took no action?

The education portion of property taxes is heading up even without the new proposal due to property valuation increases and local referendums passing. It is more accurate to look at the effect of the proposals on the current increase.

Education property taxes would go up $160 million under current law:

· $93 million for voter-approved referendums. 

· $16 million for miscellaneous general and community education changes, property tax values going up, equalization aid decreasing due to increased home values.  

· $13 million for alternative bonding increases for 21school districts (board-approved).  

· $15 million for health and safety levy increases (board-approved).

· $17 million for voter approved debt for school building (voter-approved).

· $2 million for desegregation programs (board-approved).  

· $2 million from a reduction in the school share of market value homestead credits due to valuation growth.

Are school districts treated differently than cities and counties when it comes to property tax revenue?

Yes. Unlike cities and counties, the legislature has narrowly defined and limited property taxes for school districts. The bulk of school property taxes require voter approval. The board-approved levies that are authorized have some form of caps and are narrowly defined.  

That’s why school districts only ask for what they think their voters will accept – if they ask for overly expensive buildings and operating referendums they are likely to face rejection from voters.  

Will my property taxes go up automatically because of this proposal or do I get to vote?

All property taxes are local decisions. Citizens will have the opportunity to weigh in and reject the changes. Minnesota has a strong tradition of local control. This is an opportunity for school districts to take input from their local residents and decide what local options will be pursued at the local level.

Have schools and districts asked the legislature for this increased authority to levy?

Yes. The school districts have requested additional authority, and this proposal grants that authority in a very limited way and in a way in which voters will need to approve the changes or have mechanisms to object. The customer satisfaction system envisioned by the Governor will simply ask property taxpayers to immediately weigh in on any board- approved increases.

Aren’t we just shifting state taxes to the property tax to pay for things like special education?

No. This proposal provides local districts with a more stable source of funding for important programs like special education. After reaching an all-time high of 86.3 percent in 2003, the state share of education spending has been eroding naturally under current law due to market value increases and the passage of local operating referendums and bond issues. Under this proposal, the projected state share will change slightly from 79.7 percent to 78.8  percent for 2007.

Will this proposal cause funding disparities across the state between tax rich and tax poor districts?

No. This funding plan will not create disparities among districts across the state – the levy increases are partially equalized, capped and subject to a new customer satisfaction system using reply post cards as part of the truth in taxation process. Levies are “equalized” because the state automatically sends revenue to tax-poor districts to make sure they do not fall behind in funding.

Does this proposal eliminate the extra funding for high school students?

No. In an effort to simplify the education funding formula, the pupil weighting for high school students has been eliminated but it is replaced with a funding source for secondary education aid of $936 per pupil. Under this proposal, every student will receive the same basic per pupil formula amount, and high schools will still receive more money to handle the higher costs associated with teaching grades 9-12.

 Does this proposal cover the cost of inflation for schools?

Yes. This increase not only covers inflation, but also provides additional money local districts can use to lower class sizes and improve their current programs. Inflation is currently being tracked at 1.5 percent to 1.7 percent in the November forecast released by the Minnesota Department of Finance.

Is it true that education funding has been decreasing the last few years?

No. Contrary to what many believe, education funding has skyrocketed in the last decade. The cumulative increase in school district general fund revenue per student from state aids and property tax levies, adjusted for inflation using the CPI, was 14.0 percent from 1991 to 2005.  From 2000-2005, the cumulative increase was 6.4 percent adjusted for inflation.  

Some are saying that the general fund formula fell behind inflation by more than $500 million in the past 10 years and that increases of $250 per pupil are needed in each of the next two years just to catch up to inflation. This analysis understates the overall increase to school districts because it ignores increases provided to school districts through other mechanisms such as pupil weighting, compensatory revenue, special education increases, English Language Learners (ELL) increases, and the growth of equalization revenue during the 1990s.
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