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PROPERTY TAXES PAYABLE IN 1982

Current Law Governor's Proposal

arket Value Basis
omestead Base: Base - Standard

Class 3cc
lassification Percentages
Agricultural Homestead: Base - Standard

Class 3cc
Excess - 1st 240 Acres

Over 240 Acres
Agricultural Non-Homestead
Timberlands
Seasonal RecreationalResidential
Residential Homestead: Base - Standard

Class 3cc
Excess

Commercial
Industrial
Seasonal Recreational Commercial: Class 3a

Class 3
Public Utility: Land and Buildings

Machinery
'ax Credits

Ag. Mill Rate Credit: HQmestead

Non-Homestead
Seas. Rec. Res.
Timber

Homestead Credit: Percent
Maximum
Acreage Limit

Estimated
Farm $54,000; Res $27,000/$27,OOOA

$35,000A

14%
5%B
19%
19%
19%
19%
21%

1st $27,000-16%; 2nd $27,000-22%A
5%B
28%

1st $50,000-40%, Excess 43%D
1st $50,000-40%, Excess 43%D

12%
. 21%

1st $50,000-40%, Excess 43%D
33 1/3%

1st 320 Acres - 18 Mills,
2nd 320 A.-10 Mills, Excess-8 Mills
1st 320 A.-10 Mills, Excess-8 Mills

10 Mills
8 Mills

'58%
$650

240 Acres

. . Estimated
Farm $54,000; Res $27,000/$27,OOOA

$35,000A

4%
2%

10%
15%
16%
17%
18%

1st $27,000-7%; 2nd $27,OOO-9%A
2%

25%
1st $50,000 30%, Excess 43%D
1st $50,000 30%, Excess 43%D

. 12%
21%

1st $50,000 30%, Excess 43%D
33 1/3%

Property tax credits are replaced by
direct aid distributions to all govern
mental units with additional aid to
prevent a tax shift that results
from decreasing the eommercial and
industrial classification percentages

~ -:- Flexible oomestead base is determined annUally.
~ - Under current law, this percentage is used to determine the amount of tl,~ reduced assessment credit.

34% for taxes payable in 1983 and subsequent yea~·s. .
) - The $50,000 assessment preference base is limited to one parcel per entit~· per county except state assessed property which is limited to .

one parcel per entity statewide.

January 12, 1982
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Govemor's PropoSal
1982 Projection

PROJECTED TOTAL ASSESSED VALUES BY PROPERTY TYPE
UNDER CURRENT LA W AND THE GOVERNOR'S PROPOSAL

FOR TAXES PAYABLE 1982 l<

.TAnI ISU'V 1?. HIR?

Amount DIfference"':I:
(000)

$ 1,757,495 -50.3%
1,724,744 -15.8
3,482,239 -37.6

420,120 -14.3

5,078,984 -46.0
1,057,560
6,136,544 -41.4

1,394,104 -7.6
i

400,000

3,390,000 -5.0

1,380,000 -5.1

26,371

749,755*** ***

38,500 f

117,820*** ***

655,200

$18,190 , 653 -27.4%

Current Law
. (000)

$ 3,535,588
2,047,789
5,583,377

490,140

9,410,549
1,057,560

10,468,109

1,508,779

400,000

3,570,000

1,453,500

26,371

749,755

38,500

117,820

655,200

$25,061,551

No appreciable difference from current law.***

* Includes timberlands.

Mineral

Public Utility

** Percent difference from current law.

Personal

Residential: Homestead
Non-Homestead
Total

Railroad

Total

Apartment

Farm: Homestead
Non-Homestead*
Total

Va~ant Land

Commercial

Industrial

Seasonal Recreational Commercial

Seasonal Recreational ResidentiAl



PROJECTED TOTAL TAXES BY PROPERTY TYPE
UNDER CURRENT LAW AND THE GOVERNOR'S PROPOSAL

FOR TAXES PAYABLE 1982

1982 Projection

<4

January 12, 1982

** Reflects the deduction of the taconite and supplemental homestead credits.

Farm: Homestead
Non-Homestead*
Total

Seasonal Recreational Residential

Residential: Homestead
Non-Homestead
Total

Apartment

Vacant Land

Commercial

Industrial
i"l"
'<.;::

Seasonal Recreational Commercial

Public Utility

Mineral

Railroad

Personal

Total

* Includes timberlands.

*** No appreciable difference from current law~

.-..C!..l:L...J-.DP _:1

Current Law
(000)

$ 122,728
120,392
243,120

36,584

481,572
105,298
586,870

140,511

38,277

356,434

144,946

2,220

62,496

3,747

10,585

62,209

$1,688,000

Governor's Proposal
(000)

$ 122,728**
120,392
243,120

36,584

481,572**
105,298
586,870

14Q,511

38,277

334,396

135,984

2,220

62,496***
I

3,747

10,585* **

62,209

$1,657,000



Impact of the Governor's Proposal on Selected Homes
for Property Tax Payable in 1982

Change
Present Proposal . Amount Percent

Estimated Market Value 20,000 20,000
Assessed Value 3,200 1,400
Tax Before Homestead Credit 310 136
Homestead Credi t 176
Total Tax 134 136 +2 +1.5%
Total Tax as a Percent of Market Value 0.67% 0.68%

Estimated Market Value 30,000 30,000
. Assessed Value 4,980 2,160
Tax Before Homestead Credit 482 209
Homestead Credit 274
Total Tax 208 209 +1 +0.5%
Total Tax as a Percent of Market Value 0.69% 0.70%

Estimated Market Value 40,000 40,000
Assessed Value 7,180 3,060
Tax Before Homestead Credit 695 296
Homestead Credit 395
Total Tax 300 296 -4 -1.3%
Total Tax as a Percent of Market Value 0.75% ·0.74%

Estimated Market Value 50,000 50,000
Assessed Value 9,380 3,960
Tax Before Homestead Credit 908 383
Homestead Credit 516
Total Tax 392 383 -9 -2.3%
Total Tax as a Percent of Market Value 0.78% 0.77%

Estimated Market Value 100,000 100,000
Assessed Value 23,140 15,820
Tax Before Homestead Credit 2,240 1,531
Homestead Credit 650
Total Tax 1,590 1,531 -59. -3.7%
Total Tax as a Percent of Market Value 1.59% 1.53%

Estimated Market Value 150,000 150,000
Assessed Value 37,140 28,320
Tax Before Homestead Credit 3,595 2,741
Homestead Credit 650
Total Tax 2,945 2,741 -204 -6.9%
Total Tax as a Percent of Market Value 1.96% 1.83%

:"":~'/

Estimated Market Value 200,000 200,000
Assessed Value 51,140 40,820
Tax Before Homestead Credit 4,950 3,951
Homestead Credit 650
Total Tax 4,300 3,951 -349 -8.1 %
Total Tax as a Percent of Market Value 2.15% 1.98%

January 12, 1982



Impact of the Govemor'sProposal on Selected Farms
for Property Tax Payable in 1982

I' ,
, .

Change
Present Proposal Amount Percent

Estimated Market Value 100,000 100,000
Acres 78 78
Assessed Value 16,300 6,760
Tax Before Credits 1,293 536
Agricul tural Credit 293 .. -
Homestead Credit 568
Total Tax 432 536 +104 +24.1 %
Total Tax as a Percent of Market Value 0.43% 0.54%

Estimated Market Value 200,000 200,000
Acres 155 155
Assessed Value 35,300 16,760
Tax Before Credits 2,799 1,329
Agricultural Credit 635
Homestead Credit 650 '
Total Tax 1,514 1,329 -185 -12.2%
Total Tax as a Percent of Market Value 0.76% 0.66%

Estimated Market Value 500,000 500,000
Acres 385 385
Assessed Value 92,300 56,160
Tax Before Credits 7,319 4,453
Agricultural Credit 1,538
Homestead Credit 650
Total Tax 5,131 4,453 -678 -13.2%
Total Tax as a Percent of Market Value 1.03% 0.89%

Estimated Market Value 1,000,000 1,000,000
Acres 770 770
Assessed Value 187,300 131,160
Tax Before Credits 14,853 . 10,401
Agricultural Credit 2,430
Homestead Credit 650
Total Tax 11,773 10,401 -1,372 -11.7%
Total Tax as a Percent of Market Value 1.18% 1.04%

January 12, 1982
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Impact of the Governor's Proposal on Selected BuSinesses
for Property Tax Payable in 1982

Change
Present Proposal Amount Percent

Estimated Market Value 50,000 50,000
Assessed Value 20,000 15,000
Mill Rate (Cities) 96.8 96.8
Total Tax 1,936 1,452 -484 -25.0%
Total Tax as a Percent of Market Value 3.87% 2.90%

Estimated Market Value 100,000 100,000
Assessed Value 41,500 36,500
Mill Rate (Cities) .. 96.8 96.8
Total Tax 4,017 3,533 -484 -12.0%
Total Tax as a Percent of Market Value 4.02% 3.53%

Estimated Market Value 500,000 500,000
Assessed Value 213,500 208,500
Mill Rate (Cities) 96.8 96.8
Total Tax 20,667 20,183 -484 -2.3%
Total Tax as a Percent of Market Value 4.13% 4.04%

Estimated Market Value 1,000,000 1,000,000
Assessed Value 428,500 423,500
Mill Rate (Cities) 96.8 96.8
Total Tax 41,479 40,995 -484 -1.2%
Total Tax as a Percent of Market Value 4.15% 4.10%

January 12, 1982
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PROPOSED CHANGE IN THE METHOD OF MAKING
PAYMENTS OF AIDS AND CREDITS TO LOCAL GOVERNMENTS

Under the current system, the state budgets and "guarantees" payment
of aids and credits. Recent economic conditions aemonstrate clearly,
however, that the state cannot guarantee its revenue.

Thus, the state and local partnership means that, while the state will
continue to budget large amounts of money for local government, local
government must recognize that payment of the budgeted amounts must
be tied to state income.

Therefore, a new payment ,procedure is proposed.

Certain payments to local governments would be appropriated in the
normal way. However, actual payment of those amounts would be made
based on the actual General Fund Collections compared to the estimated
General Fund Collections.

For example, if $1,000,000 had been appropriated for a particular
aid, but General Fund revenues were 3% short of estimates; then
3% or $30,000 of the aid would not be paid.

On the other hand, if General Fund revenues exceeded estimates by
3%, then 3% or $30,000 extra would be paid out.

Shortfalls or gains under this system would be limited to 5% in the
fo 11 owi ng way.

A Local Government Reserve Fund is established. When the General
Fund Collections exceed estimates by more than 5%, money is put
into the reserve. When General Fund Collections fall short of
estimates by more than 5%, money is used from the reserve to keep
the payment loss at 5%.

If reserve funds are insufficient to keep the reduction at 5%, the
funds shall be prorated as necessary.

The reserve fund would be limited to a maximum of 10% of the sum of
the amounts appropriated and subject to the prorated payment provisions.

Payments subject to this payment provisiQO are Local Government Aid,
Homestead Credit Replacement Aid and Commercial/Industrial Replacement
Aid.



The following pages are background material that may prove useful

for budget and tax discussions.
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AMOUNTS PAID ANNUALLY BY THE STATE THROUGH THE
HOMESTEAD CREDIT PROGRAM TO REDUCE THE PROPERTY TAX

OF HOME AND FARM OWNERS J 1968-1982*

il1ions of
)11 ars) .

$500

$400

$300

$200

$100

'Annual totals aloo include
1 amounto paid thI'ough the taconite

homestead, wetlands crnd native
proirie property tax credi t Pl'ogl'a"lo.

(Figures in Millions of dolla:rs)

\~ 1:2?
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$450

$371

$47011

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982
I. &u1ge.t C.Y. 1982.



(/:1illions of
Do 11 ars)

$90

AMOUNTS PAID ANNUALLY BY THE STATE THROUGH THE
AGRICULTURE SCHOOl. CREDIT PROGRAM TO REDUCE THE PROPERTY TAX

OF FARM AND CABIN OWNERS J 19ER-198?*

$82.~

$80

$70

$60
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$40

$30
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$10

$15.8

$71. 2
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$52.2
(Figures in miZlions of dollars)

$41.6

$17.'1

1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982

r. Budge.-t C.Y. 1'/82.



Percent

HOMEOWNERS PROPERTY TAX PAYMENTS AS A PERCENTAGE
OF THE ESTIMATED MARKET VALUES OF HOMES J 1975-1982*

2.5
2.4%

2.2%

19C219811980

°rigUAe4 have not been ~tduCtd
by the lllIIOuM 0& ClUh u6<U1d.1.
pa,id to hOfllt~eM tMcugh the
6ta.te·6 P~opUlhJ Tax Re6wuf PJtDg-\4lll.

1979

1.8%

1978197719761975

0.5

2.0

1.0

1.5

l. Iludilct r. Y. 191Z.
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AVERAGE PROPERTY TAX OF r11NNESOTA HOMEOWNERS) 1975-1987.*

$511 11

'F<~uAe6 have rtot bee~ ~educed

by tht ll/IIOun.t 0' CIUlh lle'UIld.6
pMd to ho,"eOWJttAl> thllou.gh the
4tate •4 PIlOptAtlJ Ta~ lit 'urtd PlloglldJ!l.

~ J $650

$600

$550 I $561

$500 I I
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I. Budg~t C.Y. /912.
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I
AVERAGE PROPERTY TAX OF MINNESOTA HOMEOWNERS) J975-}9R?*

EXPRESSED IN CONSTANT 1977 DOLLARS**

1982
I. Bud9~t C.V. 1912.

1980 198119791978197719761975

$100

$600 I
'f,iguJllUJ MV[ not been Il[du.c[d

- by .th[ aJII()unt o~ CJ11>h 1l[6W1d4
pa..id to hOlll[OWIlV\.6 tlvloU!Jh .th[

$561 6.t4te· 6 PllopeJLty Tax ~[~U.nd PllOg-\jJJft.

"U6,ing ll[v.t6[d cpr 601l uJlban
wag[ ~V\.6 and ct.vt..:C4l
wollkV\.6. lUltIt~ow-St. PIULl.

$500 I II II II $485- 'i';

$435

I
I III III III III

$400

I
I I I I I I I S314!JI $300

$280

I
I $200

~
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Gross Estate '= $635,000

Impact of Estate Tax Conformity

Year of
Death

Unmarried Decedent
Present Proposed

MN Tax MN Tax

Married Decedent
Present Proposed

MN Tax MN Tax*

\

I
I
I

I
Ii
if
I'

It
I:;

II
I"
!'
I

jl

II
!1
iii

!
I~
I'lG

1982

1983

1984

1985

$21,050

21,050

21,050

21,050'

$21,000**

19,100

17,000

14,400

$21,050

21,050

21,050

21,050

-0-

-0-

-0-

-0-

* Assumes maximum benefit from federal unlimited marital deduction,
resulting in no tax liability in these cases.

** Assumes a particular situation in regards to allowable deductions,
etc.

Source: Minnesota Department of Revenue
Research Office
January 12, 1982
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Impact of Corporate Rate Reduction

6% on 1st $100,000 (Allocated) , 12~~ on- Remainder

Minnesota Non-MN
Company Company

Total Net Income $100,000 $1,000,000
Apportionment 100% 10%
MN Net Income $100,000 $ 100,000
Taxable Income $100,000 $ 100,000
Tax $ 6,000 $ 11,400

Source: Minnesota Department of Revenue
Research Office
January 12, 1982



Effect of Adopting 60% Exclusion of; Capital Gains (Federal-Conformity)

. Long-Term Capital Gain = $10,000
50% Exclusion = $ 5,000 Ordinary Income
60% Exclusion = $ 4,000 Ordinary Income
Difference (Decrease in Taxable Income) = $ 1,000

Taxable Income

1982 Net Tax

Tax Savings Due to
Proposed Law

Assumptions:

Calculation for
Current Law

(Only 50% Exclusion
of Capital Gains

All owed)

$27,327

$ 2,781

$145

Calculation for
Proposed Law

(60% Exclusion
of Capital Gains

All owed)

$26,327

$ 2,636

1•. Calculations done for One Wage Earner--Family of Four ($36,000).

2. Taxpayer sold long-term asset for a $10,000 capital gain. 10% of capital
gain ($1,000) would not be added back under the proposed law.

3. Effect of minimum tax is not included in this calculation.

Source: Minnesota Department of Revenue
Research Office
January 12, 1982
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Impact of Depreciation Proposal Assuming
5 Year A.C.R.S. Property

Tax Expenditures Accumulated Net Income Tax
Year for Equipment Expenditures* Change for MN Change

1981 $250,000 $ 250,000 °** °
1982 250,000 500,000 °** °
1983 250,000 750,000 $33,000 $3,960

1984 250,000 1,000,000 46,000 5,520

* Assumed subject to average annual A.C.R.S. depreciation percentage
of 20%.

** Assumed A.C.R.S. adjustment for 1981 and 1982 of 85% and 83% would
bring depreciation allowance to current Minnesota law.

Source: Minnesota Department of, Revenue
Research Office
January 12, 1982


