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Understanding Your Property Taxes 2008

Do rising property taxes irritate you? That isn't all bad. Taxes that are
irritating are difficult to ignore. When taxes have our attention, chances are
higher that we will follow their trail to check up on how those tax dollars are
being spent.

It is increasingly important for taxpayers to follow that spending trail.
Changes made to the property tax system in the 2001 legislative session have
altered those taxes more than any time since 1971. Because of those changes,
property taxes statewide dropped by about $449 million from 2001 to 2002.
This drop was after taking into account higher levies for cities and counties.
(The main reason for this drop is that the general education portion of school
finances was removed from the property tax.)

Why should you be concerned if property taxes dropped? Because they
typically only drop after deliberate reforms. The long-term trend is almost
always up. The latest estimate for property taxes statewide in 2008 is that they
rose by $536 million from 2007. Preliminary estimates show an expected
increase of another $559 million (or 7.7%) statewide for 2009, to an all-time
high of $7.86 billion. (We do believe, however, that the changes made to the
property tax system in 2001 have moderated these increases.)

Another reason to be concerned about your property taxes is that even
though the 2001 changes were designed so that the property tax would be used
largely to finance city and county expenditures, changes made in the marathon
session of 2005 mean that school property taxes have become a bigger part of
the bill in the last couple of years. In addition to voter approved referenda,
school boards were given authority to levy up to $140 million in property taxes
statewide for more spending on K-12 education in 2006 (see our Understanding
Education Finance for more information on school funding). Furthermore, the
large overall initial decrease in property taxes in 2001 allowed for a shifting of
remaining taxes onto homeowners, so that local costs are now borne more by
local voters.

This means that the property tax system is more accountable to voters,
something MTA has encouraged, but it also means that taxpayers across the
state must become better educated about how the property tax system works.

The questions we have been asking in this publication since 1991 are still
relevant, namely: Do you know how the property tax works? Do you know
who’s responsible for the decisions that affect your tax bill? Do you know how
to get control of your tax bill?

Too many of us let public officials, our neighbors, or others worry about the



details and decisions that ultimately determine our tax bill. But even after the
significant reform accomplished in 2001, don’t assume that your interests are
being represented. Learn how the property tax system works and get involved in
the local budgeting and tax process. Efforts have been made by the state and
local governments to provide more and better information to taxpayers
regarding their proposed property tax bill as part of the truth-in-taxation (T-N-
T) process. Budget hearings will be held in the late fall for taxpayers to question
their local officials about the proposed budget and level of property taxes. These
hearings present a good opportunity to learn about your property taxes.

This booklet is designed to help you learn the basics about your property
tax bill. In an easy question-and-answer format it explains how the property tax
is calculated, gives you good questions to ask your local government officials at
the T-N-T hearings, and provides you with helpful appendices.

Overview

As mentioned earlier, Minnesotans are expected to pay about $7.9 billion in
property taxes in 2009, or about 21% of total state and local own-source
revenues, based on preliminary reports of city and county levies, and assuming
all proposed school district referenda pass in November. The reduction of
school property taxes in 2001 was a deliberate policy decision by the Governor
and Legislature to lessen the dependence of school financing on the local
property tax and more towards the state general fund. As a result, the share of
property tax revenues directed toward schools fell from 43% in 2000 to 22% of
2002. This policy was reversed in 2005, to allow schools to have more property
tax revenue, and so in 2008 about 26.1% of total property taxes paid (including
voter approved referenda) support elementary and secondary schools (grades K-
12).

As for the rest of the property tax, about 10.1% goes to the state's general
fund (this portion is paid only by business and cabin properties); 24.5% to cities
and townships; 31.1% to counties, and 3.8% to special taxing districts next year.
(The remaining 3.4% is used for tax increment financing, where the costs of a
new real estate development are financed using the increased property taxes
generated by the development.) The really important percentage though is that
nearly 100% of the local property tax bill on places of residence is now either
under your direct control through voter-approved levies, or indirectly through
your local elected officials. (The state sets the rate for the statewide property tax
on business and cabin property.)

Nationally, Minnesota’s overall state and local property tax burden per
$1,000 of income ranked 35th highest, nearly 20% below the U.S. average
burden, for Fiscal Year 2006, the latest year available. This modest ranking
doesn't tell the whole story. Our property tax comparison study for taxes
payable in 2007 showed that the property tax burden on a $300,000 home in
Minneapolis ranked only 27th highest compared to other homes in the largest
city in each state, about 6% below the U.S. average. On the other hand, our
property tax burden on commercial property ranked 12th highest in the country;
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the burden for an industrial property, such as a manufacturing facility, ranked
20th highest nationally. These differential effects are explained by Minnesota’s
“classification system” which increases taxes on some types of property so that
other properties pay less. Changes made to the property tax system in 2001
narrowed these disparities at the local level and resulted in lower rankings, but
business property is still taxed from two to three times higher than most
residential property when the state property tax is included.

For over 25 years our state legislature tried to keep homeowners’ property
taxes down by raising state income, sales, and business property taxes. Most
significant state tax increases were enacted to drive property taxes down. But in
spite of billions of dollars in permanent state tax increases, property taxes
continued to rise, and in some parts of the state were rising dramatically. Our
published studies showing the price to be paid for continuing a classification
system that tried to hide governments’ costs from voters played at least a small
part in persuading the Legislature to undertake the reforms it did during the
1997 through 2000 sessions, culminating in the most sweeping property tax
reforms in 30 years in 2001. The continuous upward tax spiral of the 1980s and
early 1990s proved that permanent property tax relief does not result from
higher state taxes, but from increased taxpayer involvement and vigilance,
which hopefully, the reforms put in place will serve to encourage. Only you can
control your property tax bill, and now, you have more incentive to be involved
than before.

As mentioned above, Minnesota has a "truth-in-taxation" process to equip
you for the job of monitoring and reacting to local budget decisions before they
become final. The property tax impacts of your local governments’ budgets will
be mailed to you in November. Being armed with that information and this
booklet can help you get control of your property tax bill. Read on!

UNDERSTANDING YOUR PROPERTY TAXES

Q: Allright, I'm ready to learn. Start by telling me more about this “truth
in-taxation” process.

A: Concerned that property owners do not understand how, when, or by
whom their property tax bills are determined, the state legislature passed a
truth-in-taxation law in 1991 to alert taxpayers about possible tax increases
and to encourage them to get more involved in controlling their own tax
bill.

How does it work?

Q

A: After November 10th but before November 25th all property owners
receive a truth-in-taxation statement in the mail. Landlords must at least
post their notice so their tenants can see it (renters pay property taxes, too;
it’s part of their rent). These notices will show how the property tax on
your home will change if the budget decisions being proposed by your
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city, county, school district, and other special taxing districts are approved.
Most importantly, the notice tells you the time and place where you can
react to the proposed budgets and taxes for your local governments
required to hold such meetings. These are called truth-in-taxation
meetings, and are required for most local jurisdictions.

How Your City and County Property Taxes Are

Determined
Box 1 Box 4
Total .
Assessor's
PerEDusggEI{ocal Market Value
- minus X times
Box 2 Box 5
All Non-Property State
Tax Revenue, eg: Mandated
* State Aid Class Rates
* Fees, etc.
= equals = equals
Box 3 Box 6
Total
P T ivi LL H L]
Revoperty Tax o | divided by | “Tax Capacity
(Levy) (Formerly Assessed
i Valug)
= equals
Box 7
Property
Tax
Rate

(“Tax Capacity” Rate)

YOUR PROPERTY TAX EQUALS:
Your Property's Market Value X Class Rate(s) X “Tax Capacity™” Rate --
Market Value Credit (0.4% of MV up to $304 in '07, phased out > £76,000)
See Appendic 1D on page 41 for an example.
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Understanding Your Property Taxes 2008
If you don’t approve of the proposed tax increases, go to the truth-in-
taxation meetings and express your opinion. You might start by asking your
local public officials why they need a bigger share of your income to
balance their budgets. They may or may not have good reasons. See
Appendix A on pages 37 and 38 for a sample of a truth-in-taxation
statement and help in its interpretation, and see Appendix B on page 39 for
ideas about getting involved.

One more point about the notice. By the time you get it the local budget
process is nearly complete. Though you still can convince your public
officials to knock down proposed taxes, it is much easier to get results if
you get involved in the budget process earlier in the year, long before you
receive your notice. Most city and county officials begin planning their
budgets in the winter or spring before. The T-N-T notices and meetings are
at the very end of the budget process.

OK, so | get a warning notice about what’s going to happen to my
property tax bill in 2009 and I get a chance to go to several meetings or
call my elected officials to express my opinion or try to reduce the tax.
But the property tax is too complicated for me to understand. How can |
get involved when I don’t understand what’s going on?

Minnesota does have one of the more complicated property tax systems
among the states. You don’t have to be an expert in property taxes,
however, to let your local officials know that you want them to make
sound judgments about local spending and your property tax bill. We’ll try
to help you understand the basics with this booklet. The diagram on page 8
shows the basics of how the property tax bill is determined. We’ll refer
back to it throughout this booklet. Also, there are several helpful
appendices at the back of this booklet for more information.

So how is my property tax bill determined and what kinds of questions
should I ask my local officials about local government budgets when | go
to the budget meetings?

The property you live in is located in a city or township, a county, a school
district, and one or more other special taxing districts (for example, a
watershed district)}—these are all called “jurisdictions”. Each jurisdiction
determines how much money it will have to spend to provide the services it
thinks you want or that it is required to provide by law (called mandates).
Some questions to ask your local officials about their budgets are in the box
on the next page. The proposed local budget of each jurisdiction determines
its revenue needs. This proposed local budget is represented by Box 1 of
the diagram on page 8.



Questions for Your Local Officials about Spending:

Ask these questions For these reasons

1. What is the dollar amount of pro- | This is the total amount of spending
posed total spending for 2009? that your local officials feel will be

necessary in order to provide you,
the taxpayer, with the goods and
services they think you demand, or
that is required of them by the
state.

2. How does that amount compare These will tell you how fast total
to what was spent last year? What is | spending is growing. It will allow
the annual percentage growth? you to compare changes in local

3. How does the growth compare to
the rate of inflation? (The rate of

spending to changes in other meas-
ures such as inflation, or your own

. ' . ) ) income.
growth in prices in 2008 is projected
to be 5.3% and average wages are
expected to rise 3.1%%)
4. What are the major spending These will help you understand
categories? where your local tax dollars are

5. Which categories are growing the
fastest? Why?

going, and what programs or fac-
tors are the leading causes of the
changes in total spending.

6. How much of the proposed total Some spending is due to factors
spending is driven by mandates (not | outside the control of your local
under local control) and how much officials, and some spending is a
is being spent to satisfy local prefer- | result of local choices—including
ences? your choices.

*Minnesota Department of Finance, February Forecast, February, 2008
(inflation number is from the July Economic Update, July, 2008).

Q:
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I know that governments have to spend money to provide services and
these are some good questions to ask. How does all this get translated to
my property tax bill?

Once you’ve received answers from your officials on spending, the next
thing to understand is that whatever your government spends it must pay
for with “revenue”. Local revenue comes from many sources besides the
property tax. The main sources are state aid, fees, reserves, non-property
taxes, and property taxes. The property tax is just one source of local
revenue. The part of total spending that cannot be covered by aids,
reserves, fees, or other local revenue sources must be paid for with
property taxes. See the box on the previous page for questions you can ask
your local officials about revenue. Non-property tax revenues are depicted
in Box 2 on page 8. The total amount of property tax revenue that each




jurisdiction needs is the difference between amounts in Box 1 and Box 2
and is called the property tax “levy”, represented by Box 3 on page 8.

Questions for Your Local Officials about Revenue:

Ask these questions

For these reasons

1. What sources of revenue were
used to pay for what was spent last
year (2008)? What percentage of to-
tal revenue came from each source?

This will help you understand the
relative importance of the property
taxes in financing local spending.

2. What is the projected change in
each of the major revenue sources
for 20087

This will help you determine how
much of the change in property
taxes is due to changes in spending
versus changes in the mix of reve-
nue sources.

3. Please explain the reasons for the
major changes in these revenue
sources.

This will help you understand why
dependence on the property tax
may be changing.

4. Did our community lose revenue
because of cuts in state aid?

Cuts in state aid mean a loss of
revenues to your community. They
can be offset by cutting spending
or raising property taxes, or other
revenue sources.

If so, how much?

This will tell you how much pres-
sure to raise taxes or cut spending
is dues to changes in state aid.

Have we made a good faith effort
to cut our spending to adjust to the
loss in aid?

A cut in aid should never be an ex-
cuse to tax more before inefficien-
cies are wrung out of spending—be
sure spending cuts and reforms
were considered as an alternative
to higher taxes.

5. Did the Legislature transfer any
aid from one jurisdiction to another?
How much?

A dollar of aid transferred from your
city to your schools should be ex-
pected to have little detrimental
effect on YOU. The resulting city
tax increase should be offset by a
drop in school taxes.

6. Did our city gain aid? How
much?

In years when aid increases, local
officials must decide whether to
lower property taxes or use the ex-
tra aid for more spending.

11
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Q.

A
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But | have heard before that my property taxes must rise because the
state aid to local governments is falling. Is that true?

State aids are a chief source of non-property tax revenue. See the spending
tables in the back of this booklet for the relative mix of state aids and
property taxes for cities and counties for 2006, the latest year available as
of this writing. Since 1980, state budget deficits forced legislatures and
governors to cut aids to local government. In some cases, state aid to one
type of jurisdiction (cities for example) has been decreased in order to
provide more aid to other types of jurisdictions (schools for example). This
has placed pressure on some local governments to raise property taxes to
offset the loss of state aid.

During the 1990s, the state enjoyed some large budget surpluses which
actually allowed it to provide more money for state aids, primarily with the
specific intention of lessening local governments’ reliance on property
taxes. Most of this aid increase went to schools, to the degree that the
school portion of most property tax bills dropped by half. Budget deficits
forced cuts after 2002: state aid provided to cities fell from $565.0 million
in 2002 to $436.7 million in 2005. While significant, this amounted to only
about 5% to 10% of total city revenues for 2005. These aids have been
partially restored, and totaled $484.6 million in 2007. State aids provided
to counties fell from $259.7 million in 2002 to $111.6 million in 2004.
These cuts have been largely reversed, and aids to counties totaled $206.2
million in 2005 with slight declines in 2006 and 2007.

Property tax changes are not automatic, though, just because state aid has
been changed. As the state may cut spending to balance its budget, so too
may local governments. When state aids decrease in response to state
budget cuts, ask your local officials to look for ways to cut their budgets as
well. Also, when aid is decreased for one type of jurisdiction and increased
by the same amount for another (that is, shifted from one to another), you
should expect the resulting tax increase in the losing jurisdiction to be
somewhat offset by a tax decrease in the jurisdiction getting the increased
aid. When state aid is increased, like it was for 2006, taxpayers cannot
assume that property taxes will automatically fall. Local government
officials may decide that a decrease in one portion of a taxpayer’s property
tax bill (such as happened for schools in 2002) may give them “room” to
increase taxes in their jurisdiction. Taxpayers must be watchful to make
sure that proposed property tax levies are set at an appropriate level.

So, total spending explains the level of total revenue, and the share of
spending financed from the property tax depends on what’s available
from the other sources. Does this mean that every time spending rises or
revenue from other sources falls my property tax bill rises?

Generally, yes, unless in the case of other revenue losses, spending cuts are
made. But there are other factors that affect your tax bill. They include the
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total “market value” and “tax capacity” of all property in your community
and your own property’s share of each.

Can you explain how these things affect my tax bill?

Let’s start with the “market value” of all property in your community.
Your share of total property taxes collected is affected by the growth in the
value of property in your community. Your county assessor estimated the
value of your property as of January of this year (2008). That value is
supposed to reflect its actual market value and is used to calculate the
taxes you will pay in 2009. This piece of the property tax puzzle is
presented by Box 4 on page 8. If you feel the assessor has placed an unfair
or unrealistic value on your property, see appendix C on page 40 for the
ways to appeal the assessment represented by Box 4 on page 8.

Suppose all property values in your community grew at the same rate
between January 2007 and January 2008, and no new property was added
to the tax rolls (and no improvements were made). In this case, your share
of your community’s property tax bill in 2009 will be the same as it was
this year, all else constant. (However, the amount you pay will rise if your
community raises more revenue from the property tax.)

But if there is a lot of new construction in your community, or the value of
other properties grows faster than yours, your share of the total property
tax bill could fall because there are more taxpayers or more property
wealth to help pay for the spending decisions of your community (city,
county, school district, etc.).

We live in an area where home values are still rising. Is there any
protection for us from tax bills growing faster than we are able to pay for
them because of value increases?

In 1993, the Legislature did pass a measure known as "Limited Market

Questions For Your Local Officials About Market Values:

Ask these questions For these reasons

1. What is the projected growth rate
in total market value for property
taxes to be paid in 2009?

If the growth in total market value in
your community is less than the
growth in the portion of spending
that is financed with property taxes,
property tax rates will rise, but...

2. What percentage of the projected
growth in market value is from new
construction?

New construction or greater growth
in the value of other properties rela-
tive to yours may reduce your prop-
erty tax burden.
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Value" (LMV) to provide some time for homeowners, cabin owners, and
farmers to adjust their budgets to rapidly rising values. It provides that
your market value is not allowed to increase more than 15% this year (or
25% of the total increase, whichever is greater) for tax purposes for taxes
payable in 2009. The market value increases remain on the books, though,
and are brought back in if your next year increase is lower than 15%. For
example, if one year your market value increases 18% and the next year it
increased only 10%, you would be taxed only on a 15% increase the first
year, but 13% the next (the 10% your home actually increased, plus the
extra 3% from the year before). If your market value really shot up, say
80% in one year, that is when the 25% would take effect. Instead of a limit

More Questions About Market Values:

Ask your local officials

For these reasons

1. What percentage of the projected
growth in market value was from
residential homes, commercial and
industrial property, farms, and rental
property?

If the growth in market values of
other classes of property is greater
than that of your property class,
your property tax share will fall (all
else being constant).

2. To what extent are you using mar-
ket value increases to raise more
property tax dollars?

Sometimes, local officials will ad-
vertise that they have “held the
line” on property taxes by keeping
the rate the same or cutting it
slightly. What isn’t generally told
the public when that happens is
that when market values are rising,
rates can be cut, and they will still
collect more property tax dollars.

Ask yourself

For these reasons

1. Have | made significant improve-
ments to my property that would
cause its value to increase faster
than that of the average home?

Major improvements to your prop-
erty will cause the market value of
your property to rise faster than
that of other properties. This will
increase your property tax bill and
your share of total property taxes
collected.

2. Is the assessed value of my home
reasonably accurate? (If you think it
is over-stated, you may appeal the
assessment by contacting your
county assessor’s office. See Ap-
pendix C on page 40 for more infor-
mation.)

While strict standards of assess-
ment are imposed on county asses-
sors, the assessment of property
values is still partly an art. Errors
in judgment or simple mistakes can
result in an over-assessment and a
tax bill that is higher than it should
be.

14




of 15% per year, your increase would be limited to 25% of the 80%, or
20%. LMV will disappear beginning with assessment year 2009, taxes
payable in 2010, unless a future Legislature resurrects the program.

That helps clarify the role of ""market value™ better now, but what is
""tax capacity"'?

State policymakers have not been willing to let market values alone
determine the share of property taxes you pay. They have decided that
certain "classes" of property (such as homes, apartments, and commercial
property) should pay more or less than the share that would result if only
market values were used.

So market values are transformed by something called “classification
rates" into what are called "tax capacities." The market value of your
property is multiplied by the appropriate classification rate (say 1%) to
arrive at its "tax capacity." By changing these rates, the state can change
the share of tax capacity for each property class and consequently change
the share of property taxes paid by each class. In effect, the classification
system shifts property taxes from "more-favored" classes to "less-favored"
classes. This part of property tax policy is represented by Box 5 in the
diagram on page 8.

For example, in 2008, residential homes accounted for 58% of all taxable
market value in the state, but because of the classification process, homes
will account for only about 47% of total property taxes paid. When only
the local tax is considered (excluding the statewide tax on businesses and
cabins), residential homes paid 52% of the tax. The percentages for 2009
are expected to decline slightly.

Business property, on the other hand, comprised 13% of all market value
in the state in 2004 but paid almost 31% of total property taxes. In some
instances, commercial businesses pay among the highest property taxes in
the nation. (Our "50-State Property Tax Comparison Study" provides
details.) This high ranking for business property was part of the motivation
for the property tax system reform that culminated in 2001. The 1997-99
changes reduced that rank from 1st to 5th highest for commercial property.
The changes made in 2001 lowered that rank even further to 9th highest in
payable 2002, and 12th in 2007. Also, the changes mean that business
properties pay only about 22% to 23% of the local tax, when the statewide
tax on business and cabin property is excluded.

In general, commercial and industrial properties, apartments, and public
utility properties pay about $1.5 billion more in property taxes per year
because of Minnesota’s classification system. Other classes, particularly
lower-valued homes and farm land, benefit from classification. Homes
valued under $417,000 and farm homesteads are also subsidized another
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several hundred million dollars through the new market value credit,
which no other classes of property receive.

Your property’s share of “total tax capacity” represented by Box 6 on
page 8, determines your share of the total property tax burden for cities
and counties. (The market value credit lowers the shares of residential
homestead and farm property taxes beyond the effect of classification.) For
a listing of selected 2009 classification rates, how they have changed from
2001, and an example of their use, see Appendix D on page 41.

So in general, local spending, market values AND classification rates
affect my tax bill. But what about my specific property?

That’s the final piece. Generally, the values of individual properties in a
community don’t grow uniformly. Market conditions and property
improvements cause the value of some property to grow faster or slower
than that of others. If your property value, for whatever reason, grows
faster than that of other properties, it may cause your share of total market
value, total tax capacity, and ultimately your total property tax bill to rise
(even with no spending increases or changes in classification rates.)

Let’s see if I have this straight. My city, county, and other taxing
authorities each determine what they need or want to spend. Then if they
can’t get enough revenue to cover that spending from other sources, they
turn to the property tax. Next, my share of the total property tax bill is
determined by the market value of my property and the state-set
classification rates which determine my “tax capacity”. Correct?

That’s it! And each jurisdiction’s actual tax rate (tax per dollar of tax
capacity) is determined by dividing its total property tax levy by its total
tax capacity. Your final property tax bill is equal to each jurisdictions’ tax
rate multiplied by your property’s tax capacity minus any credits. This is
represented by Box 7 on page 8.

My property tax bill seems to depend on a lot of factors outside my
control, like my property value and the classification rates. How can |
get control of my property tax bill?

There are three possibilities, but only the third will work in the long run:

1. Reduce your share of the property tax by getting the legislature to shift
your share to other classes of property (by changing classification rates).
This won’t work in the long run. High-valued homes, apartments,
commercial and industrial property, and certain other property types
already subsidize other property classes by over $1.5 billion per year.
Property taxes for some of these classes are among the highest in the
nation, though recent changes have lowered their ranking. And ultimately,
higher property taxes on other classes of property come right back to you



through higher prices or lower wages or both. Besides being unfair, these
high burdens actually discourage new construction and the creation of new
jobs. Remember, new construction, besides creating jobs, helps you
shoulder the burden of the property tax!

2. Pay higher non-property taxes.

Your property tax could be lower if you pay more local fees, or other
local taxes, or if you are willing to pay higher state income or sales taxes
so that the state could afford to pay more state aid to reduce local reliance
on the property tax. This is what the state did for over 25 years. The
legislature raised income and sales taxes to “buy down” property taxes.
Most feel we have reached the limit of this strategy, and it has actually
been reversed in the last 10 years. We still pay among the highest state and
local taxes in the country per capita (14th highest in the country in state
and local tax collections per person for fiscal year 2006, the latest year
available. These have moderated some in recent years, but the strategy of
raising one tax to lower another one has been shown not to be a viable
long-term solution for property tax relief.

3. Get your local officials to reduce that part of spending which is
controllable, and your state or federal officials to reduce or eliminate
unnecessary spending mandates.

This is the only course of action that can be successful in the long run.
But you have to get involved to make it happen. The local budgets that
will affect your 2009 tax bill are being built right now. Don’t wait for your
“Truth-in-Taxation” notice to get involved. It is important for you to start
early in the year. Be prepared for next year’s “Truth-in-Taxation”
hearings by participating in the budget process from the beginning.

But how can | know how much my local governments should be
spending?

You can review available information from your local governments, then
ask a lot of questions at your local budget hearings. To help you, we’ve
provided the latest available city and county spending information from
the State Auditor (in the back of this booklet.) School district "Profiles"
are available from the Department of Education
(www.education.state.mn.us).
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Understanding Your Property Taxes 2008
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Appendix A
How to Read Your Truth-in-Taxation Notice
After November 10th and on or before November 24th, look for your
Truth-in-Taxation notice in the mail (Renters: your landlord must post a notice
for all tenants to see). The required T-N-T meeting times for your local jurisdic-

tions will be shown on the notice.

A Department of Revenue model version of a sample truth-in-taxation
statement appears on the next page. Here’s what you need to know:

e It is sent to property owners, even if
their property taxes are remitted by
their mortgage company.

e There should be a separate notice
for each piece of property you own.

e Mobile home owners will not re-
ceive a notice since their property is
assessed and taxed in the same year.

e It must be mailed separately, with-
out any other material or notices.

o It shows county and city or town
proposed taxes that you would have
to pay in 2009 if they are approved,
and proposed school district taxes,
which would also be paid in 2009.

e It includes a table comparing the
amount of taxes you paid to your
county, city or town, school district,
and special taxing districts in 2008
to what you will have to pay in 2009
if proposed budgets are approved,
with less detail this year, in two
columns:

¢ Column 1 in the table will show
the net property taxes you paid
in 2008, excluding special as-
sessments (levies for street re-
pairs and other spending that is
paid for by certain taxpayers
who presumably benefit from
the expenditures). Each jurisdic-
tion is shown separately.

¢ Column 2 shows the proposed
property tax bill for 2009 if the
budget assumptions used for the
notice are adopted.

e The date, time, and place of the re-
quired Truth-in-Taxation hearings

are in the space below the two col-
umns of proposed tax information.
All counties must hold such hearings
on December 4, 2008 (except for
Ramsey, which has a joint meeting
any day during the second week of
December. Aitkin and Nobles coun-
ties MAY meet on December 9, but
are not required to do so). Metro-
politan special taxing districts must
meet on December 3, 2008. If the
meeting does not finish, continuation
meetings can be held anytime be-
tween 5 and 14 business days after
the first meeting, but on or before
December 20th. Counties must hold
their continuation meetings, if neces-
sary, on December 16, and metro-
politan special taxing districts on
December 10. Counties, school dis-
tricts, cities over 500 population, and
metropolitan special taxing districts
are exempt from this public hearing
requirement if their total proposed
property tax levy does not exceed
their previous year final property tax
levy by more than the percentage
increase in the implicit price deflator
certified by the Department of Reve-
nue.

Your truth-in-taxation notice is not a
bill. 1t’s just a warning of what will
happen to your tax bill if spending
plans are approved. Watch for your
notice in November.

DON'T WAIT TO GET INVOLVED!
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Appendix A continued

e Y Womestend  YOUTF Proposed Property Tax for 2009
Example County of Spruce
— This is Not a Bill » Do Not Pay —
“Four IGCal iSO GUVETITGNE utve PICpRSed T SOUTE f pROpTTy [3RES Inak By wil reed 107 S00% GOl (1] Boow
afows your actusl 2008 properly xes.  Columa [2) belny shows what your 2008 propaity taxed will ba @ your local

malural disasters, voler approved kevy [Im incresses. of special assessments could change thess amounts

“Yiour eounty cornmissionens, schoal boand. city courcll (1 your propeity is lacated in & oty aver 500 populsbon), and metropoltan
specinl tang cancts will s0on be holding pubio mestngs 10 cecuss Mer proposed 2006 budgets and proposad :mcspmpgq,-

Ownaiisll  John J ohd Mary A Joficd Legad description: Lot 7, Baock 1, Spiuces Acres Subag

123 Sprucss Blnesd

Epnoevile, Minrescts 55555
Property address: 123 Spruce Street Taxes payable Taxes payable

Siprucesile, Minngsots 58555 in 2008 in 2008

Vonw tanable msriont valu fe jeopery i jaields s Proparty classification: Fen. Hald R e
DGR i el i iy i e i o 2 DAY Tl gt 10
I VRRENT M A Wl i —— ‘Taxabde market value: §100,000 $110.000

Tommger hr s s o pergery s 1) e
Kiry o yaer il oo

TOTAL R T ] 1, 10434 ] 131260 [ X
Courty of Spnacy 5 56268 1 E18.00
City of Sprucavila 130.28 14285
Sunw Gonarsl Tax {+]e] Qog
Searuned Divatract G0
Wkt Approved Liroes 168 B T 48
Diher Local Levies tH0.80 206 61
eiro Specal Taong Desncts il kR il
Cirer Special Taxing Desincts 4m 443
Thz Ircrement Tax om oo
Fiscal Cispanty Tax ood oo¢
Epiuce County County ol Sproce Tel, [555) 1234547
Decambee 4, 2008 - T00 pm 123 Sphate Street
Spruoevilie, MH 25555
Sty of Splucevile City of Spruceville Tel: (558} 123-0507
Spracenitle City Hiall Maxyor's Diffics
Decamber 1, 2008 - 830 pum 321 Bphuce Strest
Spruceville, MM 55558
Scfood Deirct 599 Atterbon School Board of Dwminct #8986 Tel | [458) 1233432
High Scranl Caleterin Spruce High School
December 2. 2008 - 700 pm 150- 18 Sirest Morth
Sprucevilie, MH B5555
Metropaltan Specal Tawnp Dwtrics Metro Counei Tal (3851230182
Wonm Pk Certre Mears Park Centre
December 3, 2008 = 730 pm 230 Exgt Fifth Strest
S it o000

— This is Not a Bill « Do Not Pay —
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Appendix B

How to Be More Effective in
Monitoring Local Budget Preparations

Because your property is located in
several taxing jurisdictions, a city, a
county, a school district, and other
special districts, it is very difficult for
you to be “on top” of budget develop-
ments of all those “taxing authorities.”

Here are some ideas on how to be
more effective in monitoring the
budget developments that will affect
your tax bill next year:

0 Check with your local officials
about how you and your neighbors can
get more involved in the budgeting
decisions early in the budget building
process. Most large jurisdictions start
building their budgets early in the year
preceding the budget year (e.g. early
2008 for the 2009 budget). You can get
in on the ground floor early next year.

0 You might want to organize a
neighborhood budget committee. The
committee might be broken down into
separate task forces--one for your city
budget, one for your county budget,
and one for the school budget.

Each task force could designate one or
more persons to attend the budget

meetings and get more involved in the
details of budgeting. They could regu-
larly report developments back to the
task force, and each task force could
report to the full committee at certain
intervals. The task forces could also be
used as a way to get educated about the
issues and mechanics of spending pro-
grams. Invite experts to address your
group about local issues and options.

0  Some jurisdictions use citizen ad-
visory committees as a study group or
sounding board on budget decisions.
Ask your local officials how you can
be appointed to such committees.

0 Contact various community or-
ganizations for educational material
that will help you understand the issues
facing your local officials. Seek out
your local officials and ask questions
about budgeting plans. Don’t be shy--
you are not expected to know every-
thing.

GET INVOLVED! If you don’t, the
budgeting process will be dominated
and controlled by special interest
groups that generally lobby for more
spending. And more spending means
higher taxes.
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Appendix C

Do You Think Your Property is Over-assessed?

The diagram below shows the steps in contesting your property

valuation:

1-Step
Appeal

Visit Your Local Assessor’s Office
Ocheck the facts

Ocompare neighboring property values
Oseek an adjustment

3-Step

Appeal

$ v

Appealto City or Town “Board of Review™
0O meets i April or May

O appeal in person or by letter

O call city or town clerk for appointment

W

Appeal to County “Board ol Equalization™

O meets last two weeks in June

O appeal in person or by letter

O call county auditor or assessor for appt.

W

Appealtothe MINNESOTATAX COURT
O Appeal by April 30 of year following assessment

L.

REGULARDIVISION SMALLCLAIMS
O Attorney Recommended
O Decisions appealable to
Supreme Court
O Can be used for any property
O Must be used for property property assessed under
assessed over $300,000

DIVISION
O Allormey nol necessary
O Decisions final
O Use for yvour home, or any

S300,000

For more information about the tax court write to Minnesota Tax Court, Minne-
sota Judicial Center, Suite 245, 25 Rev. Dr. Martin Luther King, Jr. Blvd., St.
Paul, MN 55155, call 651-296-2806, or go to www.taxcourt.state.mn.us.
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Appendix D
Property Tax Classification Rates
What They Are, How They Work

The legislature is not content to let the distribution of property tax burdens
be determined by market values alone, so they devised a set of “classification
rates” for various “classes” of property. The classification rates on selected
properties for taxes payable in 2001 through 2008 are shown below:

PROPERTY CLASS

Residential Homesteads

First $500,000** of market value
Value over $500,000**
Residential Non-Homestead (1 unit)
First $500,000** of market value
Value over $500,000**
Commercial and Industrial

First $150,000 of market value
Value over $150,000

Farm Homesteads

House, garage, one acre

Land value up to $115,000

Land value $115,000 to $600,000*
Land value over $600,000*

Farm Non-Homestead

House, garage, one acre

Land

Residential Rental (apartments)
2-3 units

4 or more units

Seasonal Cabins (non-commercial)
First $500,000** of market value
Value over $500,000**

* Indexed in 2006; $790,000 for 2008 and $890,000 for 2009. ** Market value amount was $76,000 for 2001.

Taxes Payable Taxes Payable Taxes Payable
2001 2002-03 2004-2009
CLASSIFICATION CLASSIFICATION CLASSIFICATION
RATE RATE RATE
1.0% 1.0% 1.0%
1.65% 1.25% 1.25%
1.2% 1.0% 1.0%
1.65% 1.25% 1.25%
2.4% 1.5% 1.5%
3.4% 2.0% 2.0%
Same as residential non-homestead
0.35% 0.55% 0.55%
0.8% 0.55% 0.55%
1.0% 1.0% 1.0%
Same as residential non-homestead

1.2% 1.0% 1.0%
1.65% 1.5%/1.25% 1.25%
2.4% 1.8%/1.5% 1.25%
1.2% 1.0% 1.0%
1.65% 1.25% 1.25%

How To Use Classification Rates:

Example: Suppose your home is valued at $150,000 and your local tax rate is 1.35
(135% of tax capacity, see diagram on page 7 for how your tax rate is determined.)
Your Home's Tax Capacity

$150,000 times .01= $1,500

Your Property Tax Your Market Value Credit (MVCr)

$1,500.00

x 135
$2,025.00 (Gross)
-$237.40 (MVCr)
$1,787.60 (Net)

0.4% of market value, maximum of $304

(phased out by 0.09% per $ of value > $76,000)

0.4% * $150,000 = $600. Max = $304
phaseout = 0.09% * $74,000 = $66.60
MVCr = $304 - 66.60 = $237.40
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Minnesota Taxpayers Association Publications — Price List
Il Publications are available through our website: www.mntax.org !!

How Does Minnesota Compare?
A unique report containing the latest comparisons of state taxes and spending.

Member price: Free on the web! Non-member price:  Free onthe web!

Understanding Your Property Taxes
Our annual truth-in-taxation booklet — our most popular report.

Member price: Free on the web! Non-member price:  Free onthe web!

The Green Book 2007, Fiscal Facts for Minnesotans
A detailed hiennial compendium of frequently cited federal, state, county, and city fiscal data.

Member price: Free on the web! Non-member price:  Negotiated

50-State Property Tax Comparison Study, issued for Payable Years 1995, 1998, 2000, 2002,
2004-2007

A one-of-a-kind report comparing residential, commercial, industrial, and apartment property
taxes in various locations in the 50 states and the District of Columbia.

Member price: First copy free! Non-member price:  Payable 2007 Study $100
Additional copies $100 Contact MTA for prior
studies

Comparison of 2003 Individual Income Tax burdens by State
Compares income taxes in 41 states and the District of Columbia by three filing statuses and ten
income levels.

Member price: First copy free! Non-member price:  $100
Additional copies $100

* The income tax and property tax comparison studies may be purchased jointly for $180. *

MTA Order Coupon
Quantity Publication Title Cost

$
$
$
$
$
Subtotal  $

Salestax (Add 7%o)

Shipping and Handling (Orders Under $10, Add $2)
Total =

DISCOUNTS ARE AVAILABLE FOR MULTIPLE COPY ORDERS

Mail to: MTA, 85 E. 7" Place, Suite 250, Saint Paul, MN 55101. Or call: 651/224-7477 or 800/322-8297
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Understanding Your Property Taxes 2008
MISSION STATEMENTS

The Minnesota Taxpayers Association exists to educate and inform Minnesotans about sound
fiscal policy; to provide state and local policy makers with objective, non-partisan research about
the impacts of tax and spending policies; and to advocate for the adoption of rational public fiscal

policy.

The Minnesota Center for Public Finance Research, previously known as the Minnesota Tax
Foundation, is the 501(c)(3) supporting research and education organization for the Minnesota
Taxpayers Association. The Center’s mission is to provide objective research and analysis on
state and local tax and spending issues in support of effective, efficient, and accountable
government. The Center seeks to equip citizens to be influential voices for good government and
sound fiscal policies by increasing public understanding of what government does. For more
about the MCPFR and its publications, visit our website at www.mntax.org/cpfr.  All
contributions are tax deductible.

MEMBERSHIP IN MTA

You can automatically receive newsletters, legislative bulletins, and other publications and
support the work of this association by joining the Minnesota Taxpayers Association.

Membership in the Minnesota Taxpayers Association is open to business and individuals.
Membership dues start at $100 and $250 for businesses. Units of governments, including schools
and libraries, may subscribe to receive our publications for $150 per year.

To join please complete and return the form below to: Minnesota Taxpayers Association, 85 E.
7th Place, Suite 250, Saint Paul, MN 55101. A member of our staff will contact you. Please call
(612) 224-7477 or (800) 322-8297 if you have any questions.

Clip and Mail

Name

Company.

Address

City State_ Zip

Telephone

Comments

All members enjoy the same rights and privileges. Your dues are not deductible
as a charitable contribution. (They may be deductible as a business expense
under other provisions of law.)
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