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TAXES ON PROPErnY 

Moat a s n e r d  of land, buildings and other  s t r uc tu r e s  o r  
i- 
I Taxpayers I. improvements a t tached t o  land, (such property is called real 

property) and most owners1 of o ther  th ings  t h a t  may be touched 

o r  otherwise perceived, seen, weighed, measured o r  est imated 

through t h e  physical  senses ( t h i s  property i s  c a l l e d  tan&& 

personal  property) pay property taxes on M a t  they ow., 

Computation E Z l  
Tax base L I I I  

1 value 

The amount of t h e  tax i s  a sum of money determined by taking 

a spec i f i c  percentage ( ca l l ed  t he  tax r a t e )  of t h e  value of 

t he  taxable  i t e m  (ca l l ed  tax base). The formula is: tax base 

(8) x tax rate (mills) = k x  ($). 

I n  Minnesota, t he  property tax base is  t h e  assessed value of 

t h e  item t o  be taxed, The l a w  requires  two s t ep s  i n  f i x ing  

assessed value* 

1, The assessor  must view and appraise each taxable 

i tem t o  determine what i s  ca l l ed  i t s  " f u l l  and t r u e  

value", This  uffkl.1 and t r u e  valuett, set f o r  each 

a r t i c l e  o r  pa rce l  of property separate ly  is t h a t  

amount which t h e  a s se s so r  be l i eves  the  item i s  fs . i r ly  

worth i n  money, It i s  the  usual  s e l l i n g  p r ice  o r  

market value of the  item a t  the  time and place of 

assessment -- the  p r i c e  a t  which it would be ex- 

&n ged f r e e l y  and vo lun ta r i ly  be tween w i l l i ng  

%here are some exceptions. For example, r a i l road ,  telephone and te legraph 
u t i l i t y  companies p y  spec i a l  earnings t axes  i n  l i e u  of property taxes. 
Also, some property is exempted from property taxes. Fkempt property in -  
cludes t h a t  devoted t o  public uses, such as public burying grounds, school- 
houses, hospi ta ls ,  cha r i t i e s ,  and gwernment buildings ,and t h a t  owned and 
used by r e l i g ious  organizations f o r  church purposes, There i s  a l s o  a 
p a r t i a l  exemption allowing up t o  $100 worth of personal household good tax- 
free f o r  each family o r  individual  l i v i n g  alone, 
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buyers and s e l l e r s .  Actually, tax assessors  do n o t  

appra ise  fu l l  and t r u e  vahe as prescribed i n  t h e  

l aw .  By custom they f ix  fu l l  and t r u e  value below 

a c t u a l  f u l l  and t r u e  market va lue , l  

24 After  t h e  a s s e s s o r  appra i ses  t h e  "full and t r u e  

valuett, he computes Qassessed valuetb by t ak ing  a 

l e g a l l y  prescribed percentage of this "ful l  and t r u e  

value", This percentage vakies, depending on what 

t h e  taxable  item i s  and how it i s  used. The law 

c l a s s i f i e s  a l l  kinds of  property t o  b e  taxed and s e t s  

t h e  percentages t o  be used i n  converting " f u l l  and 

t r u e  v a l ~ e s "  i n t o  "assessed values". This  table 

shows the  c u r r e n t  c l a s s i f i c a t i o n s  and percentages. 

Property C l a s s i f i c a t i o n  and Descr ip t ion Assessed values 
are % of 
f u l l x r u e  
values 

C l a s s  1 I r o n  ore. mined o r  unmined 9% 
C1,ss lz Direc t  products of Bast and open hearth furnances used i n  

the  form produced and no t  f u r t h e r  processed 15% 
Low grade iron+earing f o m t i o n s ,  depending on tonnage 
recovery ($ or" i r o n  o re  i n  depos i t s  as extrac ted)  30-b8&% 

Class  2 Household goods, jewelry, c&othing, musical instrument= 25% 
C l a s s  3 Business inven to r ies  end equipment, merchandise; manu- 

f a c t u r e r s '  mater ia ls ;  a g r i c u l t u r a l  products n o t  inhands of 
producers; t o o l s  and implements (except farm t o o l s )  used by 
owner; machinery; lumber; coal ;  logs; r a i l r o a d  ties; r u r a l  
land other than hamestead and timber land; and bui ld ings  
assessed as  property and located  on government owned land; 
a i r f l i g h t  property of c m e r c i a l  a i r l i n e s .  33-1/3% 

'1n Hennepin County, f o r  example, f u l l  and t r u e  values f ixed  by the  
a s s e s s o r  vary widely (from less than 20% .to more than is% of a c t u a l  
market value i n  t h e  ins tance  of one out  of every f i v e  propert ies,  
median 36%). Thus a taxable  property worth $10,000 i a  t h e  market i s  
valued a t  $2,000 .to $6,500 f o r  tax purposes. 

-%Because of the  exemption per  household o r  indivldua1,the tax base 
f o r  personal  property tax, i s  assessed value  l e s s  $100. There i s  s a i d  
t o  be a 6500 minimum i n  1JEinneapmli.s. 
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Property Classification and Descriptions Assessed values 
$ of f u l l  -- 

and t rue  values, 
Class 3a Agricultural products i n  the hands of producer 1% 
Class 3b Rural Hamstead** up t o  $4000. 

11 It over $4000. 
@ 
33-1/3$ 

51ass 3c Urban Hamestead** up to $4000. 
tt n 

2% 
over $4000 4 d  

Class 3CC Homestead** of disabled veterans up t o  $8000 
1t 

$ 
of disabled veterans over $8000 4% 

Class 3d Livestock, poultry, horses, mules, and asses used 
exclusively for  agricultural purposes, a l l  agricultural 
tools, implements and machinery used by ths awner i n  
agricultural pursuits . 2% 

Class 3e Rural land used exclusively f o r  growing t r ees  f o r  timber, 
lumber, wood and wood products 2% 

Class 4 A l l  items not included i n  preceding classes 4@ 
No Class 
indicated Electric transmission l ines 2. n rural  areas 4% 

Electrio retki.1 distribution l ines i n  rura l  areas 
Petroleum refinery real  property 

6 
11 

2% 
11 personal property 1% 

The tax ra te  i s  a $, usually expressed i n  mil ls .  (tenths of a 

1-1 cent). For example, the 1957 s ta te  tax  ra te  for  non-homestead 

and personal property is  8 -50 mi l l s  ( .0085) per dollar of 

assessed value. Homestead ra te  i s  3.81 m i l l s ,  (.00381) 

Thus the owner of a non-homestead property having an assessed 

value of $1,000 would pay a s t a t e  property tax of $8.50 ($1000 

x ,0085 a $8.50). 

Taxing authorities other than the s t a t e  of Minnesota ( for  example, 

Hennepin County, Mimeapolis Elchool Board, Metropolitan Airports 

Commission, e tc)  also s e t  the  levies which are applied t o  the 

t ax  base t o  raise revenue they need. Here i s  a l i s t i n g  of the 

components i n  the tax ra te  applicable t o  proper-by i n  Minneapolis 

i n  1957, 

** Homestead includes land and buildings or other improvements used by 
the owner as h i s  hme or residence on May 1 of the assessment year. 
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Purpose Millage r a t e  

S t a t e  of Minnesota (non homestead) 
County of Hennepin 
Ninneapolis School Board; 

Operating 42.64 
Bands 6,90 
Pensions 7 .37 

Airport  and Housing 
Sub-Total 

C i ty  Bonds & In t e r e s t  (except schools) 
Pensions (except Schools ) 
City Council f o r  generalgovernment, 

public safety,  o i v i l  defense 
and s t r e e t s  

Welfare Board 
Park, Library and other  3oards 

Ci ty  Sub-Total 

Tota l  City, County, S ta te  and other 
local  taxing au thor i t i es  

*This r a t e  var ies  fram yeer t o  year a s  budgets t o  be covered by tax 
revenues vary, 

Tax r a t e s  of the  48 towns, v i l l ages  and c i t i e s  of the  r e s t  of 

Hennepin County commonly consist  of s ta te ,  count* school d i s t r i c t  

and tam, v i l l age  or  c i t y  rate.  Some var ia t ions  occur. For 

example, Hopkins i s  the  only u n i t  supporting i ts  ci-m l i b r a ry  

independent of' the County l i b r a r y  system and thus  has a lower 

county t r a t e .  

Rate var ia t ions  a l so  occur anong properties within t h e  same 

municipali ty because of t h e  f a o t  t h a t  school d i s t r i c t s  a r e  not 

coterminous with municipalities. 

A 1 1  property i s  assessed f o r  taxes as of May 1 - r e a l  property 
Procedure biannually i n  even numbered years and personal property annually. 

Newly p l a t t ed  or  constructed r e a l  property i s  a l so  l i s t e d  and rsvalued 
or appointed 

i n  odd numbered years. Elected/city, county or  township assessors 

do t h i s  work, using procedures and methods presoribed in an Assessors 

rev. 9L11/57 



Manual published every two years by the Minnesota State Department 

of Taxation. Collection and distribution of tax.revenues i n  most 

cases i s  handled by the County Treasurer. The s ta te  uses i t s  

property tax revenues for the general purposes of government, s tate 

debt retirement, s ta te  employee and teacher pensions*, soldier's 

re l ief ,  and the University of Minnesota. Local units use their  

revenue for specific purpose for  which levied. 

*Minneapolis, St.Paul and Duluth (c i t ies  of f i r s t  class) are not 
xubject t o  state tax for teaoher pensions, because they have thei r  
own pension s-ptems. 

rev. 9/11/57 



MOTOR VMICLE TAXES - - 
owners and drivers of motor vehicles used on the public highway pay 

4 x 0  taxes o r  fees for their  privilege. These are i n  l ieu of a l l  other 

taxes. Persons or f i r m  which transport motor vehicles m u s t  obtain 

speoial registration, and motor carriers transporting persons or 

property for hire must also meet special requirements i n  addition t o  

complying with the registration laws. 

1. An annual registration fee paid for each vehicle by the 
owner. Yees vary acoording to  claps and d z e  of vehiole. 
Classes of vehicles include passenger automobiles, farm and 
urban trucks, miscellaneous trucks and buses, motor carriers, 
inter-city buses, t ra i l e r s  and motorcycles, Each owner makes 
application t o  Seoretary of State as soon as vehicle i s  
operated i n  s ta te  and before January 10 each year thereafter. 
Fee accompanies application. There i s  also a surtax of @ 
for  interest  and retirement of speoial bond fund for  bridges 
on state highways . 
Passenger car fees range from $5 for a vehicle weighhgless 
than 800 pounds t o  $75 for one weighing 5000 pounds or more. 
'Ehese rates are scaled down on older vehicles i n  3 year 
intervals t o  a f l a t  minimum or 2% of the scheduled amount. 
A 25$ surcharge is added t o  the scheduled fees, each year 
t o  oover the cost of reflectorized plates. 

Trucks other than farm and urban are taxed qn gross weight 
of vehicles and raximum authorized load. Fanu and urban truok 
rates Oepend on unloaded vehicles weight - 60$ per 100 
pounds on farm trucks, 8@$ per 100 pounds on urban trucks. 
The rates decrease with vehicle age. Rates on commercial 
trucks range from $25 for vehicle less than 3 tons t o  $170 for  
vehicle xveighirgl4 tons or over, plus $30 for  each additional 
ton of gross weight. Tax rates are reduced after  3 years of 
vehicle l i fe .  

2. A chauffeurts or drivers license renewable each 4 years af ter  
original issuance on the birthdate anniversary of t h e  licensee. 
Application plus $2-00 fee go thro~rgh banks, court clerks, and 
other convenient outlets t o  State Commissioner of Highways, 

Aliocation of receipts from these sources i s  s t i l l  t o  be decided by 

the legislature, See note on petroleum product taxes. 



VESSEL TONNAG3 TAX 

In l i e u  of the general property tax, owners of vessels navigating 

international waters out cf Einnesota pay a vessel. tonnage tax. The 

tax on eauh vessel i s  $ 5 ~  plus &! per ton of load.-carrying capacity 

i n  excess of 1000 tons,  or exampls, a ship with a load-carrying 

ca?acity of 900 tons would be taxed $50, the minimum a3wantm An 

1800-ton ship would be taxed 990 (50+(800x,05)). Revenue from this 

tax i s  distributed w/. t o  the ccrunty where %he vessel has i t s  home port 

(port  of ha i l )  and 2% t o  the state  for  gmeral  governcat expenses, 



TAXES OM AIERAFT. 

Owners of a i r c r a f t  using Minnesota a i r p o r t s  and a i rspace over Minnesota 

pay an annual r eg i s t r a t i on  fee i n  l i e u  of a l l  o ther  taxes on such 

property. Federal, s ta te , loca l  and foreign governments and owners who 

use Minnesota f a c i l i t i e s  only temporarily-less than 60 days per year - 
a r e  exempt, Owners of coxmnercial aircl.aft subject  t o  f l i g h t  property 

taxes i n  Knnesota a r e  a l s o  exempt. 

The base pr ice  of the  a i r c r a f t ,  l e s s  depreciation of 10% f o r  &he second 

year  and 15% f o r  each subsequent year of a i r c r a f t  l i f e  down t o  a minimum 

of 25% of base price,  i s  the tax base, 

1% of the  tax base, o r  $10, whichever i s  greater,  i s  the amocnt of the  

tax* 

Reports and fee  payments a r e  made t o  t he  Commissioner of Aeronautics 

a s  soon a s  a i r c r a f t  is  used i n  t he  s t a t e  and by Febrmry 17 of each 

year  thereaf ter .  Proceeds of the  tax go i n t o  t h e  s t a t e  a i r p o r t  fundo 



GRAIN IrANDLERSt "UX 

Grain handlers  pay a tax of 1/2 m i l l  (Q.0005) per  bushel on a l l  h e a t ,  

soybeans, and flax, and 1/b m i l l  ($,00025) per  bushel  on a l l  o the r  g ra ins  

they  handle i n  Hinnesota. Such people a s  warehousemen, - grain e l e v a t o r  

o p e r a t o m ,  t r anspor ta t ion  companies and food processors - - t h a t  is, - 
those who physica l ly  handle gra in  - - pay t h i s  tax and t h e  same gra in  

may be the b a s i s  f o r  t axa t ion  of s e v e r a l  taxpayers sucessively. 

Farmers a r e  exempted from this tax,and f u t u r e  con t rac t  t r aders9  brokers 

and o the r  who d e a l  wi th  b u t  do n o t  physica l ly  handle gra in  l ikewise pay 

no tax. This tax i s  i n  l i e u  of t h e  general  personal  property tax- Total  

revenue goes t o  the  county government f o r  d i s t r i b u t i o n  on t h e  same b a s i s  

as t h e  personal  property tax. 



CIGARETTE AND TOBACCO TAXBS 

There are B taxes or fees imposed on distributors and aonsumers of 

tobamo in  Minnesota, 

1, Cigarette distributors pay a tax on oigarettes they s e l l  in 

Minnesota, based on the quantity and weight of the oigarettes -- 2 mills 

per c i g a r e m  wbigbiq3less than 3 pounds per thousand, and 4 mille per 

cigarette on a l l  other sieee, 

2. Cigarette consumers who buy cigarettes outside l bneso ta  for  use i n  

the state, pay a similar tax called a "use" tax in  quantities greater 

than 200, This tax i s  intended t o  prevent avoidance of the sales taJc 

by out of state purchasing, 

3, Distributors of tobacco products other than oi@rettes pay a tax based 

on the m u f a c t u r e r 9 s  sale8 price of what they sell .  The ra te  is 16, 
4. Cigarette and other tobacco produot distributors also pay an anmd 

license fee ranging from $10 t o  $100, depending on the nature of thei r  

distribution and the products they handle, 

Distributors of cigarettecl buy tax stamps from the C d s s i o n e ~  9f 

Revenue a t  4$ discount (an a l l m o e  to  oover e ~ n s e s  incurred in 

administering the tax) affix them to  cigarette package, and recowr f u l l  

value from the consumer as part of the purahase prioe. Other distribu%ors 

and usersPile reports and pay their  taxes t o  the C d s s i o n e r  on or 

before the 20th day of each month, also a t  4$ discount although no 

stamping i s  involved. 

Callections fram these taxes go t o  the s ta te  general revenue fund, 

except that  1/4 the cigarette tax proceeds are allocated t o  oounties, 

ci t ies,  and villages on the basis of population of the prewdlsg; d e c e d a l  

sensus (supplemented by distribution o.n basis of special legis lat ion covering 

newly incorporated units ) . 
rev. 9 / ~ 1 / 5 7  



License Fees L 

Normal Stamp D 

Procedure I 

ALCOHOLIC BEVEMGE TAXES 

Manufacturers,wholesalers, r e t a i l e r s p  and importers of liquor, 

wine and intoxicating malt beverages (beer) pay license fees  

and taxes f o r  the privilege of doing this kind of business, 

Manufacturers, wholesalers and importers pay a liceflse :fee t o  

the state.  Fee amounts vary from $25.00 t o  $3,000 depending 

on najture of business and type of bevemge handled, Retailers 

pay l icense fees  t o  loca l  government i n  counties, c i t i e s  and 

villages. Licenses fees  vary i n  mount according t o  s ize  of 

loca l  government unit .  

A l l  intoxicating beverages must be stamped before sold. S ta te  

revenue stamps must be affixed t o  containers i n  amounts from 

@$ per miniature bot t le  t o  $2.50 per gallon of d i s t i l l e d  

l iquor of sparkling wines containing alcohol and $2 per barrel  

of beer, 

In  addition t o  the normal stamp tax, a 10% s u r h  i s  a lso  

payable through Cecember 31, 1958. Stamps -',a cover t h i s  surtax 

must a l so  be affixed t o  beverage containers before sale. 

PZonth3.y reports of sa les  and inventories are  f i l e d  with the  

Liquor Control Commissioner, License fees  go t o  loca l  general 

revenue funds where paid. Stamps a r e  sold by the State  

Treasurer and receipts a r e  apportioned between s t a t e  and loca l  

government units, Local governmenbget BP on the  basis of 

population, The 10% surtax receipts  go t o  the Veterans 

Bonus Fund. 

- 10 - 



TAXES ON PrnOsEuM PRODUCTS -- 
Distr ibutors  and users of petroleum fue l  products pay 3 kinds of taxes 

1. 5p! per gal lon on petroleum fue ls  received t o  be used t o  
propel a i r c r a f t  and motor vehicles arn .public highways - 
chargeable t o  d i s t r ibu tors ,  but eventually paid by users. 
Farm t r a c t o r  f u s l s  a r e  exenpt, Large volume users (50,000 
o r  more gallons per year) receive rebates too, 

2, An inspection fee of 1% per 50 gallons of petroleum products 
received by d i s t r i bu to r s  - paid by fthe dis t r ibutors .  

3. A $100 per year d i s t r ibu tor ' s  I icense fee,  paid by the dis- 
t r ibutor .  ( a  $3000 bond i s  a lso  required of each d i s t r i bu to r  
during the  f i r s t  year .) 

Distr ibutors  maks monthly reports t o  +he C d s s i o n e r  and pay t h e  taxes  

and f e e s  required. Distr ibutors a r e  l a t e r  reimbursed by users who pay 

the  5$ per gallon t a x  a s  pa r t  of purchase pr ice  of f i e l .  

Notor vehicle f u e l  taxes a r e  t o  be a l located t o  s ta te ,  county and loca l  

highway funds. (Formula adopted by legis la ture:  6% t o  s t a t e ,  2 6  t o  

county, and !$ t o  municipali t ies of over 5000 population.) Aviation 

fue l  t a x  rece ip t s  go t o  the  s t a t e  a i r p o r t  fund, 

rev. 9 k ~ / S 7  



INHERITANCE TAXES - 
*- Anyone who i n h e r i t s  property i n  Minnesota er receives it from 
5 
6 Taxpayers l a Mnnesota res ident  by l a w  o r  by w i l l  pays a tax on what he 

Tax Base tzzl 

Tax Rate czzl 
Procedure a 

receives, This tax a l s o  app l i e s  where t h e  g i f t  i s  made i n  

contemplation of death, t h a t  i s  by a donor ~Jhc be l ieves  he i s  

about t o  d i e  and prefers  t o  make a g i f t  while l i v i n g  r a t h e r  

than a f t e r  he d ies ,  The person receiving t he  property i s  t h e  

tax payer. 

The amount of the  tax is set by'multiplging t h e  t a x  @se  by t h e  

tax rate, as i n  t he  case of general  property taxes. 

%he &ax base is  t h e  fu l l  and t r u e  v a l m  i n  money of t h e  property 

t h a t  passes t o  t he  r e c ip i en t  i n  excess of exemplAons speci f ied  

i n  the  l a w .  These exemptions include f ede r a l  e s t a t e  tax, c e r t a i n  

char i t ab le  $ifts,homestead passing t o  spouse up t o  $30,000, l i fe  

insurance issued by t he  United S t a t e  government, o the r  l i f e  in-  

surance payable t o  named benef ic ia r i es  up t o  speci f ied  l i m i t s  

and personal exemptions of $lo0 t o  $10,000, t h e  amount depending 

on t h e  re la t ionsh ip  between t h e  giver  and receiver. 

The hpecified tax r a t e s  vary  from 1% - 6090, depending on t h e  

value of t h e  property and the re la t ionsh ip  between t h e  g iver  

and t h e  receiver. The c l o s e r  t h e  r e l a t i onsh ip  and t h e  lower t h e  

value of the  property, t he  lower t h e  ra te .  The law a l s o  spec i f i e s  

t h a t  i n  no event w i l l  t h e  amount of t he  tax exceed 35% of t h e  

f u l l  and t r ue  value  of t h e  property. 

Probate cour t  procedures include necessary tax reporting. Qxes 

are co l lec ted  by t h e  county t r e a s u r e r  and revenue is  d i s t r i bu t ed  

20% t o  the  county and 80% t o  the  s t a t e  general  revenue fund. - 12 - 



ESTATE TAX - 
I n  addition t o  inheritance taxes charged t o  recipients of property 

passing by w i l l  or in tes ta te  l aw (law that dis tr ibutes  property f a r  

those who do not make a wi l l ) ,  es ta tes  of Uinnesota residents who die 

are subject t o  es ta te  taxation. The federal government imposes a 

graduated tax of 3$ t o  on each ne t  es ta te  i n  excess of $60,000. - 
Federal lm a l l m s  a deduction or credi t  of up t o  l @  o r  the federal tax 

f o r  s t a t e  estate  andhkeritance taxes chargeable t o  the estate. The 

Minnesota s t a t e  tax law is designed t o  get th i s  credi t  as revenue f o r  

Minnesota. The federal revenue collector pqys the tax t o  the Minnesota 

Probate Court, which turns it w e r  t o  the County Treasurer fo r  distri- 

buti  on along with inheri t ame  tax revenue. 



GIFT TAX -- 

: Taxpayers 
! 
L.* 1 

Tax Base EIzl  

Tax Rate tzl 

Procedure a 

Those who give s ~ b s t a n t i a l  g i f t s  t o  others must pay a tax on 

those gif ts .  The g i f i  tax law i s  a companion ar,d quite similar 

t o  the inheritmce tax  laws. As i n  the case of inheritance 

taxes, the amount of t8x i s  -computed by multiplying the tax 

base by the tax rate. 

The tax base i s  the f u l l  and true money value of the property 

given i n  excess of exemptions specified i n  the law. These 

exemptions include charitable gif ts ,  an annual exclusion of 

$3,000 to each donee, and aggregate g i f t s  over a period of years 

t o  any one donee of $250-$10,000, the  amount i n  any particular 

case depending  or^ the relationship between the donor znd donee. 

Rates vary from 3/4 of l$ ( .0075) t o  4% (-45) depending on the 

q l u e  of the g i f t s  and the relationship betmeen the donor and 

the donee ; the mGre remote <fie r elationship andthe larger the 

g i f t ,  the higher t3e tax rate.  The law c lass i f ies  degrees of 

relationship and ra te  graduations. 35$ of the value of the 

g i f t  i s  the maximum tax i n  any evmt. 

The donor f i l e s  his  rsturn on or before March 15 t o  cover tax- 

able g i f t s  made during tho preceding calender yew. The 

Conmissioner of Revenue determiss and assesses the tax, which 

must be paid t o  him within 60 days a f t e r  notice of assessmeot. 

Distribution i s  8C$ t o  tne s t a t e  general revenue fund a ?  2 6  

t o  the county. 



STATE IEm TAX - INDIVIDUALS ESTATES AND TRUSTS 

P. 
Every res iden t  unmarried individualwith gross income over 

4 

Taxpayers 
b I $1000, and every res ident  m r r i e d  individual  o r  couple with 
: --L 

gross incorne over $2000 must f i l e  a &- re turn  and pay a tar; 

based on ne t  Bncome. Mon-residents who work within t h e  stab 

150 days o r  more during the  year must a l s o  f i l e  and pay t h e  

tax on finnesota earnings. Esta tes  and t r u s t s  a l s o  pay ne t  

income taxes under t h i s  l a w .  

The tax base, that is, t o t a l  taxable income, includes a l l  income 
Tax Base u 

Tax Rate I 

Deductions 

received from a l l  sources, l e s s  ce r t a in  c r e d i t s  and deductions. 

The amount of the  tax is f ixed by taking a spec i f ic  percentage 

of the  tax base. This percentage var ies  according t o  amount 

of taxable income. It ge t s  progressively greater  by s teps  

from 1% on taxable income up t o  $1,000 t o  10% on taxable income 

over $20,000. 

The tax as computed on t h i s  base a t  these  r a t e s  i s  reduced by 

specAfied credi ts ,  I n  case of individuals these  c r e d i t s  vary 

i n  amount, according t o  the  number of dependents and whether the  

tax payer is married or  single,  over o r  under 65 years  of a$e, 

b l ind o r  sighted, o r  has a husband o r  wife over 65 o r  blind. 

The e s t a t e  c r d d i t  i s  $10 and the  t r u s t  c r e d i t  $5. Principal  

deductions a r e  : 

(1) contributions t o  rel igious,  char i table ,  educational, 
t r a v e l  and l i t e r a r y  organization (up t o  20% of 
taxable ihe  ome) . 

(2) federa l  income and certain other s t a t e  and f ede ra l  
taxes paid during t he  year. 

(3) i n t e r e s t  on mortgage and ins ta l lment  loans. - 15 - 



i Surtax izILl 

(4) a u t o  l i c e n s e  f e e s  
5 )  Union dues ad other  expensee incurred as a n  

emploxee i n  g e t t i n g  t h e  income. 
(6) s t a t e  gasoline taxes  
(7) medical and den ta l  expenses inc luding hea l th  and 

h o s p i t a l  insursnce premiums. 
(8 telephone and telegraph taxes. 
(9 1 Gont r ibu t ima  t o  p o l i t i c a l  p a r t i e s  not  t o  exccs4 

$loo. 
(10) c ~ s u a l t y  and t h e f t  los~es. 

An a d d i t i o n a l  tax is paid by the  income tax payer, along with 

his income tax: 

A s u r t a x  ( t a x  on a tax) of 10% of tne income tax after 
allowable personal  and dependent credi ts .  

Procedure I 
By t h e  15 th  day of t h e  4 t h  month a f t e r  the  end of each income 

year  each taxpayer must f i l e  a r e t u r n  with the Commissioner of 

Revenue showing income received during t h e  preceding year  and 

pay a t  l e d $  t h e  tax  due. The taxpayer must w y  any balance 

within 6 months of t h e  required f i l i n g  date. Income tax payments 

(normal and surtax) go t o  t h e  Income Tax School fund. 



STATE I E  3lE TAX - C ORPOAMTIONS AWD BANKS 

Taxpayers -1 

Tax Base a 

Tax Rates EZl 

Surtaxes D 
Procedures K I l  

Every corporatior. and bank (except rel.igi.ous, char i table ,  

educational, scientific, and l i t e r a r y  organizations, and rail- 

roads and ore  minfng and processing b u s i ~ e s s e s  discussed e1se~:i:;e-i.~) 

must pay a tax f o r  t h e  p r iv i l ege  of doing business i n  Kinnesota~ 

The base 02 this pr iv i l ege  (o r  excise)  tax is n e t  income. T&b15 

n e t  income includes  a l l  income received during t he  year from 

a l l  sources, less expenses incurred i n  producing t h a t  income and 

a 3500 c r e d i t ,  Income of companies doing business i n  o ther  states 

as wel l  as i n  Minnesota is apportioned s o  t h a t  Minnesota taxes 

only t h a t  part a t t r i b u t a b l e  t o  Minnesota operations, Al ternate  

formulas based on Minnesota sales, payroll ,  and property value 

i n  proportion t o  t o t a l  sa les ,payrol l ,  and property value a l l o -  

c a t e  income taxable i n  this s ta te .  

The tax r a t e  (a $ of the  tax base) va r i e s  according t o  t he  kind 

of business done. Banks pay 8% (which is  i n  l i e u  of a l l  o ther  

t axes  except r e a l  property taxes). Other corporations pay 6%. 

Every organization f i l i n g  a r e tu rn  -4, pay a t  least a $10.00 

annual minimu@ tax plus  a f l a t  $5.00 annual  f i l i n g  fee. 

I n  additions t o  t h e  normaltax, a l l  taxpayers must pay 2 temporary 

surtaxes 

a, 1% of the  tax base on 1955 and 1956 incomes* 
be  5% of t h e  normal tax.(.h% of t h e  bank tax base and r3% 

of t he  other  corporate tax base) on 19b9 t h o u g h  1950 
incomes, 

Taxpayers f i l e  re.ihms by 15 th  day of 3rd month a f t e r  the  end 

of t h e  income year. A t  least t h e  tax due must be paid by t h e  



required f i l i n g  da ',e and the balance witiLin 3 months thereaftwe 

Nom't tax inclue-ng $10 m i n i m u m  - revenue go t o  the lncme 

tax school fundo 'rhe 1% surtax goee t o  ths  general revenue fr1r.5, 

the $5,00 fi1i;lg L'ee and the  ~ e t e m n ' s  campensation tax go t q  

ths  bonus fulldr %nk tax proceeds go t o  s ta t e  and 1oca.l u23ita 

in the same ~ropcrt ions  a s  personal property tax proceeds. 



GROSS EARNINGS TAXES 

-.. A l l  utili-bies* pay a tax on their gross earnings derived f r m  

Tax Base 
., - ... -- business done in  Minnesota. "Gross earnings" (the tax base) 

include a l l  receipts from business done within the state, 

without reduction or credit for ovsrhead or operating expenses, 

The term i s  s:.nomymous with "gross reaeiptsl'. 

Various accounting formulas are used t o  apportion the earnings 

of companies doing business i n  several states. This gross 

earnings tax i s  in  l ieu of property taxes for subject taxpayers. 

h the case of railroads the gross earnings tax i s  i n  l ieu of 

the oorporation income tax as well. The tax rates vary among 

olasses of u t i l i t i e s ;  as follows: 

Railroads % Telephone campanies earnings from 
TePgraph companies % operations in rural areas, and i n  

Taxpayers Sleeping oar Compades €$ ci t ies  and villages under 10,000 
Freight Lines % % 
&press Companies $ 

Barnings from a l l  c t ter  
business % 

Tax Rates 
Campanies with gross earnings 30# per 

less than $1000 per year - s u b s c m  

Returns go t o  the Cummissionep of Revenue a t  various dates, 
Procedure with payments to  the State Treasurer for  inclusion i n  the State 

general revenue fund. 

*Commercial air l ines and electr io pmer and gas czmpanies and bus 
and s t reet  railway companies are not included i n  th is  u t i l i t i e s  
gross earnings tax. Like other business, they pay property, 
income and other applicable taxes i n  ginnesota. 
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Royalty Tax D 

Taconite a 

TAXES , ON THE IRON MINING INDUSTRY 

I n  addition t o  the property tax, t he  i ron mining industry is 

subject t o  two special taxes, called "severancen taxes. They a r e  

an *occupationt~ tax and a "royalty" tax, and a re  i n  l i e u  of the 

corporate income tax. 

(1) An lloccupationlt tax i s  imposed f o r  the privilege of mining 

or producing iron or other ores. The tax base is  the assessed 

value of ore a t  the mouth of the mine l e s s  cer tain costs of 

production. Benefication expense, depreciation, labor costs, 

development cost, cost  of supplies, royal t ies  paid, miscellaneous 

expenses, and the land value property taxes paid are the allowable 

deductions. The effective t a x  r a t e  is 13.65% -- 11% ~ o r m a l  + 1% 

veterans bonus + 1.65% ItTemporary1l surtax (15% of 11% normal tax). 

A ckedit  i s  provided i n  the case of - high l&~r cos t  

ore. Maximum c r e d i t  is 6.2% of the tax excluding surtax. 

(2) A "royalty11 tax is impused on leased land f o r  permission t o  

explore for ,  mine and take out i ron  ore. The t a x  is imposed on 

the land owner, but usually the lease requires jayment by the  

mining company. The tax base is  the royalAies received under the 

lease, B e  ra t e  i s  the same a s  tht of - ~ ? e  occupation tax, but 

there i s  no labor credit. 

Except f o r  surface land value, taconite properties and f a c i l i t i e s  

f o r  mining and processing taconite a r e  exempt from property taxes. 

An additional tax i s  levied on taconite and iron sulphides - SQ! 
per ton of merchantable ore produced .+ 1/10 of 1% of the v ~ l u e  per 

ton for each 1% of iron content abwe 55%. This special tax is 
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i n  l i e u  of a l l  o ther  t axes  on taconi te  and i r o n  sulphi.de mining 

and processing except the  nrccupation and royal ty  taxes  and sur face  

land value property taxes ref erred t o  above. 

Taxpayers repor t  t o  the  Commissioner of %venue by h b r u a r y  1 

krocedure I (royalty) and March 1 (occupation) each year, and t h e  Commissionel- 
I 

determines an2 l ev i e s  the  t axes  due from the  r epo r t s  f i l ed .  

Payments go t o  t he  s t a t e  t r e a su r s r  f o r  d i s t r i bu t i on  as followst 

1. Occupation tax - 
a, Normal tax and temporary surtax: 9% t o  general revenue 

fund, 40% t o  cur ren t  operation of elementary and secocdary 
schools, 10% t o  Universi ty of Minnesota f o r  general uses 

be Veterans bonus tax: t o  veterans adjusted compensation 
fund, 

2, Royalty tax -- 
a, Normal tax and temporary surtax: t o  general revenue fund. 

b, Veterans bonus tax: t o  veterans adjusted compensation 
fund. 



Tax base and / rate 
& 

Other taxes  D 

d i s t r i bu t i on  

TAXES ON INSURBKE COMPANIES 

Most insurance companies doing business i n  Ninnesota pay a 

spec ia l  premium tax i n  l i e u  of a l l  o ther  taxes except raal 

property and income taxes. Domestic mutuals o ther  than l i f e  

and l o c a l  town and farmers' mutuals, f r a t e r n a l  benef ic iary  

associa t ions ,  Blue Cross and Blue Shield a r e  exempt. 

Gross prelllixms less re tu rn  premiums on a l l  d i r e c t  business exce::'; 

annu i t i e s  wr i t t en  i n  a n n e s o t a  during t he  year  comprise t h e  tax 

base, The tax r a t e  i s  2%. Marine oompanies pay a 5% tax on 

underwriting p r o f i t  a t t r i b u t a b l e  t o  t h e  s t a t e  i n  . l i eu  of t h e  2% 

gross premium 

I n  addi t ion t o  the gross premiums tax, companies wri t ing f i r e  

insurance pay two add i t iona l  taxes: 

1. A firs marshal tax of 1/2 of 1% of gross f i re  premiums 
received on Minnesota business. 

2. A firemen's r e l i e f  fund tax of 2% of gross fire, 
l ight ing,  and spr inkl ing leakage premiums received from 
business i n  municipal i t ies  maintaining o r  serviced on 
con t rac t  by an  organized f i r e  Departn~ent. 

Insurance premium tax paid .ba a c r e d i t  aga in s t  the  corporate 

income tax,except f o r  t he  2% f iremen's  relief fund tax. 

Reports covering each calendar year  a r e  due a t  t h e  Commissioner 

of Insurance o f f i c e  by March 1. of t h e  following year. Gross 

premium -and marine premiums taxes go t o  t h e  s t a t e  general  fund. 

The spec ia l  taxes  are a l l oca t ed  t o  spec i a l  funds f o r  purposes 

levied,  Mre f i r s h a 1  tax r e ce ip t s  defray expenses of t he  S t a t e  

F i r e  firshalls Office and r ece ip t s  from t h e  firemen's relief 

fund tax go t o  municipal i t ies  having such funds* The gross 

premium tax is  deductible from t h e  corporate  income tax, 
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I n  addi t ion t o  property, income and other taxes, business 
-.----------.-( 

j Tax payers 1 corporatiompay a one-time f e e  f o r  the pr ivi lege of doing 

business i n  Minnesota. Corporations formed under Minnesota 

law (domestic) pay a fee based on t he  amount of t h e i r  authorizec? 

cap i t a l  stock, The r a t e  is  $50 f o r  t he  f i r s t  $25,000 and $1.00 
' Fee amout  

? I., ( f o r  each aGditiora1 $1000 of par value. C~npanies  formed 

outside Minnesota (foreign) pay $100 plus addi t ional  amounts 

a t  t h e  domestic r a t e  on stock representing property and gross 

rece ip t s  i n  ldinnesota. Dcmestic companies pay t h e i r  f e e  a t  

Procedure u - organization t ine ,  and l a t e r  as  due. Foreign corporatione.pay 

%ei r  fee  when admitted t o  do business i n  Minnesota, and 

- annually thereaf te r  a s  due. Foreign corporations pay a 810 

f i l i n g  f ee  w i t h  t h e i r  annual report.  Corporate business a f f a i r s  

c a l l i n g  f o r  issuance or f i l i n g  of documents under the  law a l s o  

require payment of service fees. 



MISCELLILhTEOUS W E N U E  IT .ASS - 
~ s c e l l a n e o u s  minor taxes and fees yield small amounts of revenue 

i n  Minnesota. These include : 

1. The mortage registry tax - paid by the  mortgagd to .the 

county treasurer of the county where mortgaged real property 

ia located, The tax base i s  the amount of the debt and 

the t a ~  r ~ t e  i s  15$ per $100 or fracticn thereof. No reports 

are required. Payment i s  made a t  the time the mortgage i s  

made. 

2. The oleconargerine tax - lo# per pound on a l l  olemargerhe 

sold i n  the state. Froducers aff ix stamps t o  margerine oases, 

3. Fishing am3 hunting licenses. 

4. Boxing exhibition admission tax. 

5. Other licenses and permits. 



!table 1 

Sta te  of Minnesota 

Real and personal 
P P W ~ ~ ~ Y  

Gross earnings 
Income 
Iron Ore 
Gaaoline 
A 1  coho1 i c  

beverage 
C igazet t e  
Motor vehicle 
Inhwritance & 

g i f t  
i3 ank excise 
All otkrers*' 

Tax receipts by aL1- units of s t a t e  and local  government: 1956s --- 
(000 omitted) 

Sta te  Counties Cities and Tarns School Sub Total s t a t e  and local 
v i l l w e s  - d i s t r i c t s  Total Amount $ of total- 
$73,268 12,968 $283,185 $298,949 52.7 

Rennepin Corn t y  
( inc l  1.ipls) portion 
of ldcal taxes h o u n t  $158968 $31 8 829 $312 $25,696 .'73,805 

% 18.0 43.4 2 .4 23.8 26.1 

* Property tax figures a r e  levies col lect ible  i n  1956, except Sta te ' s  a re  actual collections. S ta te  receipts are f o r  
Year ending June 30, 1.356 

Unemployment t a e s  are rea l ly  premiums on compulsory s t a t e  - adminie tered  employment insurance, 
Paid by employers i n  Miuesota and to ta l l ing  $16,838,384 for  the $ear ending June 30, 1956, these 
revenues Are not included i n  these tabu lations. 

SOUXCEa Quarterly Hepor t of State  Auditor, 'June 30, 1956, and Property Tax Abstract for  Taxes levied 
In 1955 pre;~srcd. ly State Auditor, 



Table 2 

S ta te  Bovermont Tax Receipts and Uses 

lhere - 

Amount 

they come from, how they are used, 

Year ensing June 30, 1956 
(OCG omitted) 

How proceeds m e  used 
-General Zund, debt retirement, sta?;e ein~,lo-i-c-:; ' 

aod teachersi pensj.cn, soldiers1 r e l i c f ,  
U of !.iiIm. 

-General fmd,  
-1/6 to stake, 1/6 f o  co-mty, 1/3 to  ci ty ,  

vi l lage or tom,  1/3 t o  school d i s t r i c t  
(where collected) 

-To maintain s t a t e  f i r e  marshal office. 
-To firenen's re l ie f  firnds i n  c i t y  where 

insurance property i s  located 

Sross earnings 
Wortgage regis- 
t ra t ion  

P i r e  Marshal 
Firemaat s re l i e f  

A i r  car r ie rs ;  
Income lax-Indiv, 
Income Tax-Gorp. 

)-. B a s i ~  tax t o  income tax school fm& Xead tax 
) and siu-tax for  payient of veterans h q m  

Additinnai surtax to  general fmd. B ank 
tax t o  county, amor t imed the same as per- 
sonal prbpsrty tax, 

G i f t  
Inheritance 
Sank excise 

1 
)-20$ t o  county, @,L to  s t a t e  
-To county where bank is located, apmrtioned 

to local  uni ts  on basis of personal property 
tax* 

-Al l  to general fund,Surtax f o r  veterans bonus. Iron ore royalty 
Iron ore occup- 
t ion 
Taconite occupa- 
t ion  

)-~CI$ t o  s t a t e  general fund,Wb for c u r ~ e n t  a ids  
) t o  public elementary and secondary schools, 
) l O $  t o  University fo r  current use, Smtax 
) for  veterans bonus 
-New formula for  dis tr ibut ion bo be adopted by 

Legislature, Interim committee recomnends 
62J to s t a t e  highway , 29$ to  counties, 9$ 
t o  nunicipalit ies over 5,000 population 

&.t ial ly  apportioned back to  local uni ts  based 
on population, rBmainder t o  general fmd. 
=tax goes to bonus fund 

-1/4 t o  counties, c i t i e s ,  villages according to 
population, 3/4 t o  general fund 

-General fund. 
_80$1 to  county wherein port of ha i l  i s  located 

208 t o  s tate .  
d e w  formula t o  be adopted by legislature.  See 

note on @soline ta;= above. 
To Airport fund 

Gas 01 ine 

Alcoholic 

Tobacco products 
Veesel tonrage 

Motor vehicle 

Aircraf t  License 
Boxing exhibiti  on 
oleomargerine 181 .06 
T o t a l  $264,438 loo.oo$ 
SOURCE: W t e r l y  Report of S ta te  Auditor, June 30, 1956 



Table 3 

Hennepin Coun';g P r o p r t y  T a x  Receipts and Uses 

:;c.v~~ty Revenue $5,229 * iC ,>  -- Ccurks, roads, =d bridges, 6'nei.j f..', 
( general) h ~ n e ,  schoo:, general administral;:' o~ 

N!uilicipal Bldg 458 98 .'. -- ldainttiaf-ning, r.esmr,ing cocrt house 
Glen Lake San 2,519 79.6 
County Welfare 6,813 35.7 -- Old age assib; tance, aid t o  dependent 

children, aid t o  blind, aid t o  
disabled, child welfare programs '!mgm 50 .O 

Table 4 

Minneawolis Citv Provertv Tax Rece i~ ts  and Uses 

(000 d t t e d )  

Fund or % of 
group of fund's total 
'Funds Amount - reoei pts 

C i t y  Council 
Opleaeating funds $R015 

Park 1,906 
Library 1,615 
Public Flelf are 5,324 

Municipal bldg 600 
School operations 13.545 
Estimate and 

Taxati on 23  
Metro Airports 

Camm 13 7 

Armory 14 
City Pension 3.271 
Teacher Pension 2 .I26 
Debt Principal ' 

and interest 6,123 
$41,500 

use 

-- Fire, police, garbage collection, 
engineering, municipal court, over- 
head f';unctions 

-- Hospital, health, direot rel ief ,  work- 
house -- Haintaining, renovating City Hall 

-- City's tax share of airport operation 
and maintenance (shared with St. Paul) 

-- City's share of pension (employee -- contributions not figured in )  

SOURCE : Hennepin County Auditor' s Financial Statement, 19 56 ; Minneapolis Comptrollert s 
Report, 1956 
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