ONE NORTH CAPITOL AVENUE, SUITE 900
INDIANAPOLIS, IN 46204
PHONE (317) 234-2273

DISTRESSED UNIT APPEAL BOARD

TO: Distressed Unit Appeal Board Members

FROM: Courtney L. Schaafsma, Executive Director

DATE: May 2, 2018

RE: Muncie Community Schools’ Waiver from Protected Taxes

Pursuant to Indiana Code 6-1.1-20.3-8.5(b)(18), the emergency management team for Muncie Community
Schools (“MCS”) submitted a written request to the Distressed Unit Appeal Board (“DUAB”) on April 26, 2018
requesting a waiver from the application of IC 6-1.1-20.6-9.8. DUAB is being asked to consider this request. If
the request is granted by DUAB, a written certification of the determination will be provided to the Department of
Local Government Finance (“DLGF”) prior to June 1, 2018.

Indiana Code 6-1.1-20.6-9.8 designates the property taxes to be collected in a local government’s debt service
funds (except for exempt debt service funds) to be “protected” from the impact of the 1%/2%/3% property tax
caps. This means that the debt service fund tax rate is included in determining a local government’s total
1%/2%/3% property tax cap impact but the impact is then allocated only to “unprotected” (non-debt service)
funds of the local government. Over 65 property tax cap credits are not impacted by this protection and are
always allocated proportionally across all funds of the local government that levy a tax.

Indiana Code 6-1.1-20.6-9.9 provides an opportunity for certain school corporations to request a waiver from the
application of protected taxes. A waiver would allow a portion of the property tax cap impact to be applied to the
school corporation’s debt service fund, thereby reducing the impact to the school corporation’s unprotected funds,
which typically includes the Capital Projects Fund, Transportation Fund and Bus Replacement Fund. The
property tax cap impact is allocated proportionally by property tax levy across all non-exempt funds of the school
corporation, if approved for the waiver.

To qualify for a waiver from protected taxes, school corporations must show that the Transportation Fund levy
will be reduced by at least 10% due to the application of property tax credits. However, if a school corporation in
2017, 2018 or 2019 issues new bonds or enters into a new lease rental agreement for which the school corporation
is imposing or will impose a new debt service levy (except a levy to refinance or renew prior bond or lease rental
obligations existing before January 1, 2017, or indebtedness approved by a local public question or referendum),
and the school corporation’s total debt service levy and rate in the budget year is greater than the school
corporation’s 2016 debt service levy and rate, the school corporation is not eligible for the waiver.

Most school corporations interested in requesting a waiver from protected taxes must submit a written request to
the DLGF before May 1 of the year in which the waiver is requested. Please see the attached memo from DLGF
for more information on this process. School corporations under DUAB oversight must submit this written
request to DUAB instead of DLGF.



For MCS, the written request indicates that the property tax cap impact to the Transportation Fund is 45%. Per
the DLGF property tax cap report (attached), the actual impact to the Transportation Fund of the 1%/2%/3%
property tax caps is $3,884,736.37. Using a certified levy of $4,678,137, the actual property tax cap impact to the
Transportation Fund is approximately 83%. This impact would qualify MCS for the waiver. In addition, while
MCS completed a debt restructuring in 2017, MCS did not issue new bonds or enter into a new lease rental
agreement in 2017. As a result, MCS would not be restricted from the waiver based on the statutory
congsiderations.

The table below provides an estimate of the allocation of property tax cap credits if the waiver request is
approved, including comparison to the property tax cap credits identified in the DLGF report. If the waiver
request is approved, DLGF will provide MCS with an official updated calculation of their property tax cap credits
after implementation of the waiver.

Fund No Protected Taxes Waiver With Protected Taxes Waiver
Debt Service $ 3,843.31 $4,109,570.77
Capital Projects 5,023,422.26 2,721,914.00
Transportation 3,886,705.91 2,105,990.43
Bus Replacement 51,300.74 27,797.03

Total

$ 8,965,272.22

$ 8,965,272.22

When implementing the waiver from protected taxes, the school corporation is responsible for ensuring that debt
service obligations can still be met. In certain situations, school corporations may transfer money from other
funds in order to meet debt service obligations as needed. For MCS, the 2018 budget was prepared with the
assumption that the school corporation would apply for the waiver. The emergency management team has
indicated that MCS will be able to meet its debt service obligations in 2018.

Attachments: Muncie Community Schools’ Request for Waiver from Protected Taxes
Department of Local Government Finance Memo on Waiver from Protected Taxes,
April 16,2018
Applicable Pages from the Department of Local Government Finance Property Tax Cap Impact
Report for Delaware County, March 23, 2018,



WRITTEN REQUEST FOR WAIVER FROM IMPLEMENTATION OF
PROTECTED TAXES UNDER IC 6-1.1-20.6-9.9

State Form 56028 (R2 / 3-18)
Prescribed by the Depariment of Local Government Finance

Please e-mail completed form to your Budget Division Field Representative by April 30, 2018.
You can find contact information at hitps:/www.in.gov/dlgf/files/Field Rep Map - Budget.pdf.

School Corporation; Muncie Community School Corporation

County: Delaware
(Include all counties if cross-county.)

Schiool Corporation’s Debt Service Information Pursuant'to IC 6-1.1-20.6-9.9 (a):

1. Is the school corporation imposing a debt service levy for the 2018 budget year? Yes [(No

2. Did the school corporation issue new bonds or enter into a lease rental agreement in 2017 other than to refinance
debt existing before January 1, 2017 or for indebtedness approved through a referendum?  [_] Yes No
3. If the answer to both Questions 1 and 2 above is "Yes", please provide the following:
2016 Debt Service Levy
2016 Debt Service Rate
2018 Debt Service Levy
2018 Debt Service Rate

School Corporation’s Calculation of Eligibility Pursuant to IC 6-1.1-20.6-9.9 (b):
All data included in the calculation below should be based on the year for which the waiver 1s being requested.

Circuit Breaker Credits Applied to School 2.115.650
Corporation’s Transportation Fund (2018) 7
School Corporation’s Transportation Fund
Certified Levy (2018) 4576197
Transportation Fund Circuit Breaker Credits as a 45%

a

Percent of the Transportation Fund Certified Levy

On behalf of the school corporation identified above, by signing below, I certify that I have authority from the school
corporation’s board to submit this written request and, if determined to be eligible, to make adjustments to the school
corporation’s tax distributions as needed to effectuate the waiver from the implementation of protected taxes in the

year identified above.

Y v st o s A Paul Pfledderer

Signature Printed Name

CFO 4/25/2018
Title Date (month, day, year)




INDIANA GOVERNMENT CENTER NORTH
100 NORTH SENATE AVENUE N1058
INDIANAPOLIS, IN 46204

PHONE (317) 232-3777

FAX (317) 974-1629

STATE OF NDIANA

TO: School Corporation Officials

FROM: Wesley R. Bennett, Commissioner

SUBJECT:  School Corporation Waiver from the Implementation of Protected Taxes

DATE: April 16,2018

This memorandum will discuss the procedures for a school corporation to waive the implementation

of protected taxes for 2018, first implemented by House Enrolled Act 1062-2014 (“HEA 1062”) and

amended by HEA 1109-2016 (“HEA 1109”). This memorandum supersedes all previous memoranda
on this subject issued in 2014, 2015, 2016, and 2017.

Under IC 6-1.1-20.6-9.8, implementation of protected taxes provisions went into effect for Pay 2014.
Protected taxes are designed to ensure sufficient tax collections in a taxing unit’s debt service funds
in order to meet debt service obligations. In order to “protect” the debt service funds, the circuit
breaker credits attributable to the tax rate for the debt service funds are applied against a taxing unit’s
“unprotected” funds, i.e., its non-debt service funds. Section 3 of HEA 1062, signed by Governor
Pence on March 25, 2014, adds IC 6-1.1-20.6-9.9 to allow certain school corporations a waiver from
the implementation of protected taxes under IC 6-1.1-20.6-9.8, originally for 2014, 2015, or 2016 as
applicable.

Section 1 of HEA 1109, signed by Governor Pence on March 23, 2016, amended IC 6-1.1-20.6-9.9

to extend the waiver from implementing protected taxes into 2017, 2018, and 2019. It also added an .
additional restriction for a school corporation seeking a waiver for 2018 and 2019. If a school '
corporation issues new bonds or enters into a new lease rental agreement for which the school

corporation is imposing or will impose a debt service levy (except a levy to refinance or renew prior

bond or lease rental obligations existing before January 1, 2017, or indebtedness approved by a local

public question or referendum), and the school corporation’s total debt service levy and rate in the

applicable year is greater than the school corporation’s 2016 debt service levy and rate, the school

corporation is not eligible to allocate credits proportionately.

Under IC 6-1.1-20.6-9.9, a school corporation can determine its eligibility to waive the
implementation of protected taxes for 2016, 2017, 2018, or 2019. School corporations that are
eligible for the waiver in a given year will be allowed to allocate their 1%/2%/3% circuit breaker
credits proportionally across all funds that are not exempt from circuit breaker credits without regard
for whether the fund is a debt service fund. Only exempt (voter-approved referendum) funds are
excluded from the application of 1%/2%/3% circuit breaker credits. Exempt funds are not excluded
from the application of the Over 65 credits provided for in IC 6-1.1-20.6-8.5. This means debt
service funds will be allowed to experience a loss associated with 1%/2%/3% circuit breaker credits
for those school corporations that are eligible for and timely request the waiver from the
implementation of protected taxes.
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To determine if a school corporation is eligible for a waiver from the implementation of protected
taxes, a school corporation should prepare the following analysis:

L.

Determine the total debt service levy and tax rate for the school corporation in 2016. This
should equal the certified debt service levy and tax rate from the 2016 Budget Order.

Ascertain whether the school corporation took on new debt in 2017 or will take on new debt
in 2018, including issuing new bonds or entering into a new lease rental agreement, for which
the school corporation is imposing or will impose a debt service levy. For purposes of this
component, a debt service levy imposed to refinance or renew debt incurred before January 1,
2017 or debt approved by a voter referendum is excluded. If the answer to this component
is “No”, please proceed to step 6. If the answer is “Yes”, continue with step 3.

Determine the total debt service levy and tax rate in 2018. This should equal the certified
debt service levy and tax rate from the 2018 Budget Order.

Compare the school corpofation’s total debt service levy in 2018 to the school corporation’s
total debt service levy in 2016. Compare the school corporation’s total debt service rate in
2018 to the school corporation’s total debt service rate in 2016.

If both the school corporation’s total debt service levy and total debt service rate in 2018 are
greater than those in 2016, the school corporation is ineligible to waive protected taxes. If the
school corporation’s total debt service levy and total debt service rate in 2018 are not greater
than those in 2016, or the school corporation did not take on new debt in 2017 or 2018, then
proceed to the next step.

Determine the amount of circuit breaker credits being applied to the school’s transportation
fund. This amount should be calculated assuming protected taxes are in place for the school
corporation. To determine this amount, the school corporation can use the Department of
Local Government Finance’s (Department) circuit breaker reports. These reports can be
found on the Department’s webpage at http://in.gov/dlgf/9644.htm. The values computed for
these reports assume the implementation of protected taxes for the school corporation’s
funds. The school corporation can utilize the circuit breaker credit amount shown for its
transportation fund. Cross-county school corporations should sum the circuit breaker credits
from each of the applicable county circuit breaker reports to arrive at a total amount of credits
for the transportation fund. The school corporation may only use a report for the applicable
year in which the waiver would apply. Reports from prior years may not be used.

Determine the amount of the transportation fund levy for the school corporation. This should
equal the certified levy for the school transportation fund from the 2018 Budget Order. The
certified levy is also shown on the circuit breaker report for easy reference. Cross-county
school corporations should sum the certified levy from each of the applicable county budget
orders or reports to arrive at a total certified levy for the transportation fund.

Divide the circuit breaker credit amount by the transportation fund levy and express it as a
percentage. If the circuit breaker loss equals at least 10% of the transportation fund levy, the
school corporation is eligible for a waiver from the iaplementation of protected taxes. In
order to qualify, this calculation must show a loss of at least 10%. Rounding up the
calculation in order to achieve 10% will be not accepted.
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A school corporation that is eligible and would like to waive the implementation of protected taxes
must submit a written request to the Department for a certification that the school corporation’s
calculation is correct. This written request must be provided to the Department by April 30 of the
year in which the school corporation wants the waiver from the implementation of protected taxes. In
order to facilitate the calculation detailed above and the written request by the school corporation, the
Department has prepared a standard form for the written request. The form is attached to this
memorandum. A school corporation desiring to be eligible for a waiver from the implementation of
protected taxes should complete this form and email it to the Budget Division field representative for
the county where the school corporation is located. Budget field representative county assignments
and contact information can be found at http://www.in.gov/dlef/Tiles/Field Rep Map - Budget.pdf.
For a cross-county school corporation where each county has a different field representative, the
request only needs to be sent to one of them.

It is recommended, but not required, that a form be accompanied with a school board resolution or
similar action authorizing submission of the application. Any written request received by the
Department after April 30 will not be accepted.

After receiving a written request from a school corporation, the Department shall determine whether
the percentage computed by the school corporation is accurate and whether the school corporation is
eligible for the waiver from the implementation of protected taxes. The Department must complete
its actions by June 1 of the year for which the waiver is requested.

Indiana Code 6-1.1-20.6-9.9 allows for a waiver to be granted for taxes payable in 2016, 2017, 2018,
or 2019. A school corporation that is approved in one year for a waiver must submit a written request
and calculation again in each future year in order to qualify. As an example, if a school corporation
received a waiver in 2017, it must submit a written request again by April 30, 2018 using 2018
circuit breaker credit and levy information in order to qualify for the waiver in 2018. Each waiver
applies only to one applicable tax year.

For those school corporations that have timely submitted a written request and that the Department
has determined to be eligible for the waiver from the implementation of protected taxes, additional
steps will be necessary when the school corporation receives its tax distributions in June and
December. The school corporation will be responsible for reallocating its tax distribution among the
appropriate funds in order to eliminate the impact of protected taxes. Further information and
guidance on this process will be provided by the Department in advance of the June tax distributions.

A school corporation should submit this request only if it intends to proceed with the waiver. A
school corporation that submits a request but later rescinds it could delay or disrupt its 2019 budget
certification. School corporations are highly encouraged to review their financial situation, work with
their financial advisors, or confer with the Department about how the mechanics of waiving protected
taxes will affect the school corporations” other funds, before submitting their requests.

Questions related to the process outlined above should be directed to the Department’s Budget Field
Representative team.

Page 3 of 3



810T/€2/¢

7T 40 £T 98ed

TTTLT'S96'8S T8°£88°9568% T8£S 7S LEE906°6TS 00°986'FI6°6TS
N N (0 A VAT S TOLLYTS 8€°66S TS LLT'S0TS 00'£L8°S0TS 20€9 INIINIOVIdIY sng
N N | OE'TIS'LS LLGTELS £5°267S 89'LETTTSS 00'90L'%TSS TOE9 NOILYLHOdSNYHL
_ (looyas)
N N | 8T'6LT'65 LT¥69'8S T0'S8S$ TT'80T'6T95 00°LTT'€T9S yAna S123rodd TvLidyD
f
w lg3a
A N | ¥§1928 00°0S ¥ST92S S6'784'94TS 00'579'8.2$ 9810 NOISN3d TO0HIS
IDIAYIS
A N LS'0LSS 00°0$ LS'0LSS 69'678'€09S 00°£¥8'L09S 0810 lg3a
| , d402 TO0OHDS
| ﬁ ALINNININOD
_, [ 66'667'6TS 96°0617'LTS £0°600'CS £6°SET'9TT'TS 00°Z8TOPT‘TS |ooyas AdYad-AL¥adan
| |
k ,
| |
N | N S8°'606'tTS 8v'8EV VTS LETLPS 88'ETT'ESTS 00°£98'PSPS z0g9 LN3IW3Dv1d3d snd
N N 6L'6/5'6LS 88'€L0'3LS T6'S0S'TS 09°£88"[¥F'TS 00'89T'ESH'TS T0g€9 NOILVLYOdSNYYL
daxealg Jda)eslyg ._mv_mmgm AV laelisqy w_uou SWweN
pa1alold| dwax3 UN2AID [BIOL | UMD %E/%Z/%T| HNIID §9 JBAQ uo paseg Ana1 Ans1 payiiie) pung pund/adAL un uun
"
¥S'09£'6LS 01°299°2T61ZS r'6£8°000°225 89TV L6LVS

| 9L'€2L°008°8YS
_

[e10] 1uetn spim-Aluno)

SHpaJ) I3ealg UML) §9 JSAD

SHPa1) JoMeaIg UNDID %E

SHPa.) I3yealg UN2D) %ET

SHpa.d
J9yea.g UNdJI) PE3ISAWOH %L

sjelo0] apim-Ajuno)

11oday Jsyesug 1N3J1) AJuno) sieme|ad 8TOT




8T0Z/€T/E

7T 40 ¥T aded

N N 00'L68'8TS 97'8SL'8TS VL BETS 80°€18°0ZTS 00'6/9'0TTS c0g9 1N3INIDVId3d Sng
N N ¥922ers T6'TTOTrS TLOTES TLEVS'YEYS 00" YT 'v6YS Tog9 NOILVLHOdSNVYL
{looyos)
N N S6'TTT9SS 16'604'55S 7OTIYS T6'68L'G59% 00°Z6£'559S vICT S123r0Y¥d 1¥.LIdvD
32IAH3S
A N T0°LTYS 00°0$ T0°L2VS £9°919'6£95 00°¥0T'6.95 0810 193d

65°89L°LTTS

7L'00€'1SS

80°08¥'9TTS

VLYLT'TSS

05°882'TS 6E°€9.°050CS

00°97% ¥0°02LT9S

00°8TS'6v0°CS

00°LVL'T9S

INIAEIYV1TY SN

d402 TO0HIS
ALINNIAIINOD
130-53IM

T6°S0.'98%'€S LE'9EL'TBYES 7S'696'TS £T°SOT'9L9'FS 00°LET'8L9PS NOILY.LYOdSNYYHL

(looyas)
9Z'ZTY'ET0'SS 0£°9.48'0T0'SS 95°'SPSTS T 169°Ev0'9% 00°LTE910'9S S123ro¥d 1vLIdYD

IDIAY3S
TEEPS'ES 00°0S TEEVR'ES 7802872165 00'S8L'8TT'6S 1€3a

i9yealg Jaxes.g injealg AV 12ei1sqy apod aweN
pa193i0ld| 1dwaxg UNAAIg [B10] | UNMID %E/%Z/H%T| HNID 59 J3AQ uo paseg Ara] Ana1 payiuis) punyg pung/adAl un nun
9/'€7.'0088YS S°09L°6LS 01°299'2T6°TTS | ¥°6£8'000°C2S 89TV L6LYS

|e10] JuBIg IpIMm-Aluno)

S}pa4) Jaeaig UnaD §9 J3N0

SUP3ID 13}e3g UNID H%E

SHPa1) Jaxealg UMD %L

supaid
12)ealg HNoUID) Ped1SaWOoH %T

s|eo] apim-Ajunoy

1odoy Janjesug 1naJu) Aluno) sieme|ad STOT




