County Tax Prepayment Discussion

Purpose: To see which option the Town of Cooper wishes to choose regarding the

“prepayment” of 2026 County taxes in the amount of $50,332.25 prior to December 31,
2025.

Discussion Points

e The 2026 County tax bill will consist of two components; 1) the 2026 Operating
budget and 2) the repayment of the 2025 tax anticipation note (TAN)
e The Town’s proportionate share of the 2025 TAN is $50,332.25 (based on an
estimated principal and interest balance of $8 million)
e The amount of “prepayment” authorized can only be used by the County to be
applied against the outstanding balance of the 2025 TAN by December 31, 2025
e The “prepayment” amount is based on an estimated outstanding balance of $8
million but will likely be less than that since the full amount of the TAN has not been
drawn.
o [Each Town’s proportionate share will be recalculated for the actual
outstanding balance
= [fthisresults in the Town paying more than the actual proportionate
share of the TAN, the excess payment will be credited towards that
Town’s 2026 share of the operating budget
e Towns that “prepay” their share of the TAN by 12/31/25 will not have to pay towards
any 2025 TAN interest incurred because of the unpaid balance after 12/31/25.

Account balances

e Spendable Cash Available: $722,598.30 (as of 11/30/25)
e Undesignated Fund Balance: $368,108.00 (as of 6/30/24)

For each of the following options, increases or decreases to the budget and/or property tax
bills assume that there is no change to property values and that all other budgeted income
and expenses remain exactly the same as FY26. All options, except the last one, would
save on TAN interest expense after 12/31/25




Prepayment Option 1 — Use spendable cash to “spend from Fund Balance”;
include only the operating budget portion of County Tax in FY27 Town budget

Explanation: “Overspends” the FY26 Town budget for County tax expense to reduce
Undesignated Fund Balance from $368,108 to $317,775

Implications: Town fully absorbs the TAN payment from existing Town surplus, and
the taxpayers see an increase of 20.52% over the County tax portion shown on their
2025 property tax bill. Spendable cash will be permanently reduced. This could
potentially result in limiting the Town’s ability to pay for unanticipated costs or
purchase capital assets without borrowing in the future.

Prepayment Option 2 - Use spendable cash and record a prepaid expense;
include both components as County tax for the FY27 budget

Explanation: “Fronts” the cash for the prepayment with no effect on the FY26
budget. Expense gets recorded in the FY27 budget and collected through tax
assessment.

Implications: Taxpayers absorb the full TAN payment in one year and will see their
2026 property tax bills increase by an amount that is approximately double the
amount of the County tax portion shown on their 2025 property tax bills. Spendable
cash will be temporarily reduced, with the prepaid amount being replenished when
taxes are collected.

Prepayment Option 3 - Hybrid (Combining Options 1 & 2)

Explanation: Split the funding between the FY26 budget (spend from surplus) and
the FY27 budget (collect through assessed taxes). Overspends a smaller portion of
the FY26 budget and reduces the tax burden of Option 2 in FY27.

Implications: Taxpayers absorb a portion of the TAN payment with the rest being
offset by surplus. Spendable cash will still be permanently reduced, but less so than
with Option 1. This could result in reducing the Town’s ability to pay for
unanticipated costs or purchase capital assets without borrowing, but at a reduced
risk of occurrence.

See back for Option 4



Prepayment Option 4 - “Do Nothing”; revisit these options during FY27 budget
planning

Explanation: The Town decides not to make a prepayment prior to December 31
and consider the treatment of County tax during the budget process for FY27.

Implications: Under this Option, Option 2 (to collect the full amount through tax
assessment) would automatically happen if the Town’s portion of the unpaid 2025
TAN is not considered during the FY27 Town budget.

During the budget process, Option 1 and Option 3 could still be considered as ways
to reduce the tax burden for FY27.

There wouldn’t be any savings on interest expense on the 2025 TAN if the decision is
to not prepay, regardless of the option selected. Instead, the Town would be
allocated a proportion of interest incurred on the outstanding balance of the 2025
TAN after 12/31/25 until it is paid off; likely late in the year, after the County tax bills
are due.

In 2026, the unpaid portion of the 2025 TAN would get rolled into a new 2026 TAN,
but the amounts would be tracked separately by the County Finance office for
purposes of Town allocations. Interest accrued on the new TAN will be at a higher
interest rate than the current TAN. Depending on the amount that remains
outstanding after 12/31/25, the interest rate, and the time until the new TAN is paid
off, the total amount the Town would owe towards the 2025 TAN could potentially
exceed the current amount of $50,332.25.
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