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Financing Options for Minnesota School Districts
1. School Building Bonds (MS 475) * (Voter Approval Required)

Uses
e The acquisition or betterment of school facilities, including new construction and additions or

renovations and improvements as well as the purchase of equipment

Advantages
e Immediate funds for construction
e Debt service equalization (Tier 1 above 15% ANTC — Tier 2 above 25%).
e Spread on Net Tax Capacity so it includes agricultural and seasonal rec. land. Impact reduced by
School Building Bond Agricultural Credit (MS 273.13 Subd 23.
e Election may be held at any time during the year except for blackout periods as defined by
statute
Limitations
e Review and Comment submission required
e Voter approval needed
e Various publication and notice requirements as per statute
e Maximum term of thirty years

2. Capital Projects Levy (MS 123B.63) (Voter Approval Required)
Uses
e May be used for any type of capital project, including technology, deferred maintenance or
building projects, provided commencement of the project takes place within five years of the
election

Advantages
¢ No review and comment requirement if the capital projects levy is addressing only technology

e Authorized amount may increase each year if net tax capacity increases

Limitations
¢ Annual collection of revenues
e Review and comment requirement for all projects other than technology
e Maximum term of ten years
e Authorized amount may decrease each year if net tax capacity decreases
¢ No equalization state aid component
e Funds placed in dedicated account and may only be used for the purposes approved by voters
e Voter approval needed
o Various publication and notice requirements as per statute
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3. Operating Referendum Revenue (MS 126C.17) (Voter Approval Required)

Uses
e May be used for a variety of purposes including salaries, benéefits, or supplies and limited capital
projects
Advantages

e Three-tiered aid formulas with generally higher aid percentage than debt service equalization
e Levy spread on referendum market value (excludes agricultural land - seasonal/recreational)
e (Caninclude inflation language

Limitations
e Annual collection of revenues
e Maximum term of ten years
e State maximum of referendum revenue per pupil unit capped at $1,857 per pupil unit
e Voter approval needed ‘
e Election must be in November unless mail ballot election or district is in SOD
e Various publication and notice requirements as per statute
e May renew at the same authority and keep favorable “no tax increase” language on the ballot

4. Long Term Facilities Maintenance Revenue (MS 123B.595) * (NO Voter Approval Required)

Uses
e Pursuant to a ten-year facility plan adopted by the school board and approved by the
Commissioner of Education, school may use long-term facilities maintenance revenue for any of
the following:
o Deferred capital expenditures and maintenance projects necessary to prevent the
further erosion of facilities.
o Increasing accessibility of school facilities.
o Health and safety capital projects as defined under MS 123B.57

Advantages

e Revenue is calculated on a formulaic basis at $380 per pupil

e |n addition to the formula revenue, Districts are eligible to receive authorization to bond for
additional revenue for the approved costs of indoor air quality, fire alarm/ suppression, asbestos
abatement and Health and Safety projects with a cost per site of $100,000 or more

e No voter approval needed

e Eligible for state aid

e Aschool district may levy the costs of the plan annually or issue bonds to finance the plan

e May use General Obligation Bonds (lower interest rates) with maximum payback of 15 years.

Limitations
e Plan must be updated annually and submitted to the commissioner biennially, indicate whether
the district will issue bonds to finance the plan or levy for the costs annually, or a combination of
both
e If adistrict intends to finance any portion of the plan with bonds, the district must publish a
notice of the intended projects, the amount of the bond issue, and the total amount of district
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indebtedness at least 20 days before the earliest of the solicitation of bids, the issuance of
bonds, or the final certification of levies

5. Capital Facilities Bonds (MS 123B Subd. 9) (NO Voter Approval Required)
Uses
e Improvement and repairs to buildings. facilities and sites.
o Modify buildings and equipment for security, energy modifications, improving disability access,
and compliance with life, safety, and fire codes

Advantages
e No voter approval needed
e Ability to spread major purchases over several years

Limitations
e Lease payments are subject to annual appropriation by the board
o Generally, results in higher interest rates than debt issued as a general obligation
o Not eligible for the MN Credit Enhancement Program
e Typically, revenue neutral, with payments made from general fund dollars
e Must publish notice of intended projects. Open to recall by 50% plus 1 of voters after notice is
published
¢ No debt service equalization
e Paid off in 15 years

6. Lease Purchase (MS 465.71) (NO Voter Approval Required)
Uses
e Purchase personal property under an installment contract, or lease real or personal property
with an option to purchase under a lease-purchase agreement
e Examples include land, site improvements (athletic fields, tracks, parking lots, roofs), purchase
existing buildings, equipment (computers, buses, vehicles, athletic equipment, musical
instruments).
e Some purchases may quality under lease levy.

Advantages
e No voter approval needed
e Ability to spread major purchases over several years

Limitations

e Lease payments are subject to annual appropriation by the board

o Uses Certificates of Participation which generally, result in higher interest rates than
debt issued as a general obligation bond

o Not eligible for the MN Credit Enhancement Program
o Maximum 20 years or not to exceed the useful life of the items/project

e Typically, revenue neutral, with payments made from general fund dollars

e No debt service equalization
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