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Section I 
A Better Way Than an Exenption from Tax-Base Sharing 

In recent we&s Bloomirgtonfs proposd for anbitious redevelwnt of the old 
Wtropolitan Stadium site, and the canpetiq interests al B l d n g t c m  ard 
Mimapolis in building a new ccnwntion center, haw ddnated the plblic 
policy agerda. Unfortumtely, the debate has concentrated on the narrow, 
canptitiw dimemion, i q o r i q  for the mst part l3E brod i n t w s t  al the 
entire metropolitan area i n  the remlu tion of both quest ions. 

Blodqtcm seeks an exemption k o m  the metropolitan t axhse  shariq l a w  to  
help firmme developmat of the stadium site. Also, the myors of both 
Blodqtcm and Mimapolis have sugested that sane use of this regional p o l  
af mney makes seme to  underwrite the operation of a new convent ion center, 
wherever it migM be built. The law (sanetires called :fiscal disparities'f) is 
a means of distributiq m t a b l y  the posperity achieved through new 
canercia1 a- industrial  developnent. 

PW- TO USE THE TAX BASE SHARING SYSTEM FOR FINANCX i E V E U l P ~  ARE 
PROPOSALS 'I0 IWISE PROPEEUY W E S  T I R O U G ~ ~  SEMiN<CXNTY TWIN CITIES 
METROPQITAN AREA. IF P-Y 'IAXES ARE AN HPEZDPFUATE: SOURCE QF SUPPaWT FOR 
THISEPRa3%)21S8 E3CEMPTm PR~?SE'RoMTAXBASESHAHINGIS'MEmRST~TD 
PRXEED; I T  RAISES TPXES I N  PREC1SEX.X EDS3 CXMWNITIES WITH THE LEAST FISQIL 
CAPACITY. A E?EiTER WAY IS '113 NUS?, THE MCNE;Y TEATIN(; ALL METROPCB;T2W CITIES 
ALIKE. 

The proposed B l d q  ton exaption w culd produce wide diff erences in  property 
tax ircreases a r ~ q  metropolitan area cities. lfvt biggest increases would be 
anaorg those cities that are Mow-average i n  tax base. 'Ihe increase would be 
higkst i n  Circle Pines (1.996 mills), Saint Paul Park (1.948 mills), ard 
Blaine (1.827 mills ) . The smallest increases i n  mills would be in  cities that 
are above-average i n  tax bas e. TIE increase would be snallest i n  Bloaningbn 
itself (a  reduction of .436 mills), Narth Oaks (an increase of -127 mills), 
Omo, ( -191 mills), khyzata ( -196 m i  11s) , and Edina, ( -199 mills) . The 
imrease in  Minneapolis wmld be .843 mills and i n  Saint Paul, 1.143 mills. 

& contrast, the Legislature codd raise the same anant  of mney lq treating 
every city the sam. In that case the m i l l  rate would be uniform, -796 mills, 
across tke entire seven-cmnty n~tropditan area. A l l  cities, zegardless al 
wealth, would pay the same rate. (See the table on pages 7-10. ) 

The Blodqtcm site matters m& to l3E whde region. It is an 
extraordinarily well sitmted p m  el, o m  that invites special, perhaps even 
spectacular, developnt. Bloodngtcn i s  not a self-contained camunity , set 
apart from the region; i t s  people and its ecmany interact daily with the 
entire metropolitan region Wat h a p m  a t  this site w i l l  affect plblic 
investment in  irdrastructure, i n  s erv i ces, i n  business activity , a d  
potentially adds to the quality of wr tun i t i e s  fca: all metropolitan 
residents. 

The same my be said of a ccnvention center. They are never bui l t  for hhat 
they are, but wanted f a  w h a t  they bring: a strean cd people with money to 
sped for bqi tality , services, recreation, and merchardise. A new convention 



center, well comeived as to size, &sign, ard location, is  an important 
investment that affects the potential prosperity of a broad rarge of businesses 
i n  the region. 

The primary impact-both the benefit and the of either project may 
fall more on the host city, but t t ~  benefits prticuilarly spread thanselves 
across the regbn. In theseoneof-a-kird projects, the case canbe made for 
sane plblic f immial assistame; ard when the project ls magnitude overwhelms 
the host cityfs fiscal -city, it makes seme to spread the base of 
assistame acmss the region. 

That i s  exactly what Blmiqton has ~oposed. E b t  the method it 
suggests--an exaption f rm the regicnd tax base sharing pool--is both 
unfair and unwise. 

It is unfair because it pushes the M e n  of f imiq the Bloomington 
pmject mstly taward t b s e  camunities with the least caunercial 
develop~nt af their own. I f  the project area is exanpted from tax base 
shariq, then every city i n  the netropolitan area w i l l  have to raise its 
m i l l  rates just to stay even; a d  this burden w i l l  fall most heavily m 
tkvt hav-ot ccmmunities. 

It is unwise because, while it creates an illusbn of a cost-free 
contribution, it really amants to  a open-ended subsidy f rcm the regional 
tax base. The subidy grows yfar after year as the value of properties in  
the pm ject district grows. bb taxes are 1 evied directly , but t h  expense 
to the plblic i s  there nonetheless ; if ass istance i s  needed, the plblic 
i n tms t  is better s e r a  with direct action, not one that results i n  
hidden property tax imeases. 

Besides, it muld unravel the threadof cdllective suppart far the tax 
base shari q law. myors af other cities that have been net contributars 
to the regional pool fm many yfars are already sayirq that if this 
pmject is exanpted, swport for the shariq systa w i l l  dissolw 
rapidly. I f  we lose tax b s e  shariq, the result w i l l  be precisely those 
wide disparities i n  wealth that plage so many metropolitan areas araurd 
the camtry; the Twin Cities metropd it a area is widely admired far a 
systen that mitigates those dli w r i t &  s. A s  it is, the ratio of the most 
wealthy city to the least mltly is f a r  t o  one. Without this law, the 
diff-ms would be 15 to me. 

Finally, this is not just ametropditan isse.  Any reduction, not to 
mention the renoval entirely, of the e Eects of tax base sharirg i n  the 
metropolitan area aeates a new chss of needy cities with predictable 
corsequemes f m local governrrent aid and school aid f omulas. 

In sum, good developmnt need mt be aac anpl ished at the expense of bad 
plicy-makiq. Other ways exist: 

-If property tax appears to be the prefened scurce of assistarre to 
the pm ject , raise the revenue throu* a direct , metroplitan-wide 
property tax levy. Thisa~rcad? treats all  cities alike; it does not 
impose a havier burden on tfe havellot cities. M only the revenue 
actually needed far a specific nnnber of years would be raised. Based 



on B l d r g t o n : ~  own estimate o f  need, the m i l l  rate required muld be 
0.796. table on pages 7-10 c unpares this approach w i  th what 
B l d q  ton off icials have s u g  ested . 
-The Legislature could establish a metropolitan redevelopent £undo 
We have recanmenled previously a metropolitan sales tax, w i t h  one of 
its uses beirg t o  f i rame major pbl ic ly+ss is ted  private 
redeve k p ~ n t  projects i n  the metropd i tan area. 

The L e g i s l a t u ~  should not allow sales taxes i n  the metropolitan area 
t o  be levied on anythirg less than a ful ly metropolitan basis, to 
avoid disparities i n  the sales tax similar t o  tbse which have 
developed with the ~ o p e r t y  tax. Thus the Legislature should not 
allcw municipal sales taxes to be levied i n  Mimaplis, Blo&ngton 
or ary othex ci ty.  I f  the sales tax is to be used, it should be 
s p ~ a d  uniformly throucjmut the ne tropolitan an? a, w i t h  the revenues 
distributed on a metropd it an bas is, not re turned t o  the place of 
collection. 

- B l d r g t m  cwld  do more w i t h  resources generated locally, without 
cutside assi s tam e. FCP: exanple , Blooni w o n  :s tax-i n c r e n t  revenues 
are projected conservatively. Even assunirg only a modest 
inflatimary grawth, i rmqec t i ve  of whether tl.re actual value uE the 
project grows, assessd  value i s  l i ke ly  t o  more than d a l e  duriiq 
that time. Shdh a grawth in valmtion autanaticaUy increases the 
dcillars available t o  Bloomirqton. 

I f  B l d r g t m  raises a legitimate -stion regarding its capacity to 
hmdle the magnitude of bonarq for  the pblic assistame proposed 
(because of tlE s ize  of the po j ec t  relat ive t o  tlE size of the city:s 
t ax  base) , the Legi slat ure could establish a me  trapoli tan-wide 
guarantee for the tax-imanent bcnds. This s t ep  would provide the 
security sought ly u r d m r i t e r s  and also may ~ s u l t  i n  a lwer rate of 
interest. 

Finally, to reduce the possibility of a ruinmsly precedent-sett irg 
exapt ion ncw cx i n  t k ~  future, the Legislature should set a schsdule for  
phasirg cut those exenptiors left over £ran date of the l a w l s  enactment. 
While none has been grantd  s ime ,  the invitation t o  do so s e a  to linger 
because uE the or ig iml  exenptiors. 



Section XI 
M i l l  Rate canparisans 

Tk attackd table show the restits of our capar ison for most cities 
over 2,500 pcpulation i n  the seven-canty metropolitan area. 

OdLunn 1 i l lus t ra tes  that the m i l l  rate would be -796 m i l l s  i n  every c i t y  
i n  the metropolitan area, i f  the poperty tax suksidy for the B l d n g t m  
pmject  totaled $12.1 ni l l ion (the amant est ha t ed  by Blodrg ton  
uff icials as needed from the m e t r o p d  it m area: s tax base) ad i f  the tax 
were spread uniformly. 

Colunm 2 i l lus t ra tes  the estimated cos t  i n  m i l l  rates i n  ea& c i t y  i f ,  
instead, Bloomirgtrm w e r e  granted a-i exemption £ran tkE tax-base sharing 
l a w ,  ard the same amrunt of m m q ,  $12.1 minion, w e r e  raised. 

mum 3 i l lus t ra tes  the d i f f m n e  between Calm 1 and C h l m  2. If  a 
no minus sign precedes each number, the m i l l  rate increase would be that 
muchmore urder the exeqt icn  opt im than with a uniform m i l l  rate. If  a 
minus sign (-) wecedes the number, the m i l l  rate increase for the c i ty  
would be that much less with m exemption than a uniform m i l l  rate. 

Colunn 4 i l lus t ra tes  that  the a a i t i o m l  tax paid by a bmestead with an 
assessorls market value of $8O,KlO wodd be $13 i f  a uniform m i l l  rate of 
-796 mills were imposed across the metro@ itan area. 

Q l u m n  5 i l lus t ra tes  * addit icnd tax on an $ 8 O , O O  h e s t e a d  in  each 
ci ty  i f ,  instead, Blomirgtm w e r e  grmted an exemption from the tax-base 
sharirg l a w ,  and the same amant of ~roraey, $12.1 million, were raised. 

Colunm 6 i l lus t ra tes  the d i  ff erence between Qlunn 4 ad Colunn 5. I f  the 
rimer is not i n  pillenthssis, the dollar increase would be that mu& m o r e  
urder the exemption option than w i t h  a u n i f m  m i l l  rate. I f  the nuu-ber is 
i n  pm=nthesis ( ) ,  the dollar increase wodd be that much less with an 
exenption than a unifaarm m i  ll rate. 



R f  ton 

findover 

finoka 

nppiu Val ley 

fl rd  en t.1 :i :I I. s 

Brooklyn Center 

81-ooklyn Park 

Chanhassen * 

Chaska 

C i r c l e  Pines 

Col.unlbia t ieights 

Coon Rapids 

Csrcoran 

Cottage Grove 

Crys ta l  

Day ton 

Eagan 

East Be the1 

Eden P r a i r i e  

Edina '---% 

Exce ls io r  
- 

Hetrn 

M i l l  

Rate 

0.796 

0 ,, 79b 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.79l) 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.796 

0.79b 

B loom. 

Exmp t n  

M i l l .  Rate 

0.522 

1.436 

1 -31.6 

1.258 

0.4 

1.1.48 

1. .8E!7 

.-Q. 436 

0.972 

1.347 

0.656 

1 ,,hi 

0.716 

1.415 

1.996 

1 .211. 

1.497 

0.953 

1.444 

1. .339 

1.728 

0.557 

1.626 

0.31.5 

0.199 

0.574 
- 

D i f f e r -  

w 
ence 

i n  H i l l s  

-0.274 

0.64 

0.52 

0.462 

-0.396 

0.352 

1 m 0:4:1. 

..- 1 .23% 

0,176 

0.S51 

-0.l.4 

0.814 

-0.08 

0.619 

1 -2  

0.41.5 

0.701 

0. 157 

0.640 

0.543 

0.932 

-0.239 

0.83 

-0.481 

-0.597 

-0.222 

$80,000 

Tax With 

Metro 

H i l l  Rate 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$13 

$1.3 

$13 

813 

$13 

$13 

$13 

$13 

$13 

HOUE 

'Tax U i t h  

Blcmm. 

' E!tn 

*9 

$24 

$22 

$21 

$7 

$19 

$30 

($7) 

$16 

$22 

$11 

$27 

$12 

$23 

$33 

$20 

$25 

$16 

$24 

$22 

$29 

$9 

$27 

$5 

$3 

$10 

CWMZISON 

~ i f f e r -  

ence 

i n  d o l l a r s  , 



Falcon Heigh tr; 

Fores t  Lake 

F r i d l e y  

Golden Ira1.l.e~ 

Harn I-ake 

Hop k i n s  

Hugo 

1nderendenc:e 

Inve r  Grove Hts. 

L.ake Elmo ; 

L a k e v i l l e  < 

L ir lo Lakes 

L..itt.le Canada 

Maple Grove 

Map lewoad 

Medj.na 

Mendota tieigh t s  

Minneapolis 

Minnetonka 

Mound 

Mounds View 

New Br ighton 

Nort.11 Oaks 

North Sa in t  Paul 

Oak Park Heights 

-9- 

M II-L .. RQ'l'E COIIPRR ISON 

Metro Bl.uam. Diffep- 

M i l l .  Exmp l r l  erlce 

Rate M i l l  Rate i n  M i l l s  

0.796 1.114 0.318 

0.796 1.102 0.306 

0 ,, 796 0.84 0.044 

0.796 0.346 -0.45 

0.796 1. 582 0.786 

0.796 1.482 0.686 

0.796 0.598 -0.198 

0.796 1.04 0.244 

0.796 0.624 -0.172 

0.796 0.55 -0 -246 

0.796 0.953 0.157 

0.796 1.09 0.294 

0.79h 1.. 823 1. 027 

0.796 0.985 0 . :I. 89 

0.796 0.857 0.061 

0.796 0.699 -0.097 

0.796 0.38% -.0.414 

0 ., 796 0.356 -0.44 

0.796 0.843 0.047 

0.796 0.379 -0.417 

0.796 0.913 0.1.17 

0.796 1.591. IS ,, 795 

0.796 0.923 0.127 

0.796 1.001 0.205 
0.776 0.988 0.192 

0.796 0 a 127 --Om 669 

0.79Ir 1.613 0.817 

0.796 0.20s -0.591 

$90 000 HOUSE COMPM 15T)N 

Tax With Tax Uith D i f f e r -  ' 

Metro Blwrr. ence 

M i l l  Rate E-tn i n  dollars 

$13 618 $5 

$13 $113 $5 

$13 $14 $1 

$13 $6 ($7 1 

$1.3 $26 $13 

$13 $25 $12 

$13 $10 ($3) 

$13 $17 $4 

$13 $10 ($3) 

$13 $9 ($4) 

$13 $16 $3 

$18 $5 $13 

$13 $30 $17 

$13 $16 $3 

$13 $14 $1 

413 $12 ($1) 

$13 $6 ($7) 

$13 $6 ($7) 

$13 $14 $1 

$13 $6 ($7) 

$13 $1.5 $2 

$13 $26 $13 

$13 $15 $2 

$13 $17 $4 

913 $16 $3 

$1.3 $2 t e l l >  I 
I 

$13 $27 $14 
r 
$13 $2 (* in) 



0 ron o 

Osseo 

P P i (:)rL I Alt Gt 

Ramsey 

Ric.I.1 f i e l d  

Robbinsdale 

R nsemou n t 

R n s e ~ i l . ~ e  

Sa:i.r~ 2, n1.1 l.l'lr,n y 

Sa in t  Louis Park 

Sa in t  Paul . 

Sa in t  Paul Park 

Savage 

Shakopee 

Shoreview 

Shorewond 

South Saint. Paul 

Spring Lake Park 

S t i l l w a t e r  

Uadnais tiea'.ght!; 

West. Sa in t  Paul 

White Bear L.ake 
-- - 

Ymrlhurv 4 - 

-10- 
MILL. RRTE COHPRRISON 

Ht? t r o  Bl.oc~n. I l i f f e r - -  

Mi 1. I. E xrllp t n  ence 

R a t e  M :i, 1. :I. ri;;!. t. K.! i, r~ M :i. 1 I. s 

0.7Yl) 1. .5?1. 0 ,. 79!1i 

0.7Yh 0 4, I. 5' :I. --Om 605 

0.796 1.2Y7 0.501 

0.796 0.432 -0.364 

0.796 0.927 0-  1.31. 

0.796 1.63 0.834 

O,, 796 1. 031. 0.235 

0.796 1 -3 0.504 

0.796 0.76 -0.036 

0.7Y6 0.501. -0.295 

0.796 0.614 -0.182 

0.776 0.51.7 -0.279 

0.796 1.143 0.347 

0.796 1.Y48 1.152 

0.796 0.955 0.159 

0.796 0.689 -0.107 

0.796 0 ,, 664 -0.13 

0.796 0.415 -0.381 

0.796 1.682 0.886 

0.7?6 1.706 0.91 

0.796 1.086 0.29 

0.796 0.8Y6 0.1 

0.796 I. . 1 0 ,, 304 

0.796 0. 196 -0 .6 

0.796 0.1363 0.067 

0.796 1.253 0 ,. 457 

n 7 9 x  n c;xc -.n ??I 

980,000 HOUSE CO)(PM I ~ - - -  
. * 

Tax With Tax With ~ i f f e r -  

Metro Bl.oorn. ence , 

M i l l  Rate Exwtn i n  dollars 



Section 111 
Understandiq the Tax-Base Shariq Law 

What has been I E ~  erred to as '.Ti sc a1 di sparitie s'.' and ttax-base sharing:' 
is a law that guarantees to every wit  of gwermnt in the metropolitan 
area a sharre in tl?e growth of the regionfs cannercial-industrial (C-I) tax 
base. 

Passed in 1971, the l a w  was i n t e e d  t o  reduce the wide differences in C-I 
valuation per capita amq m tropolitan area cmmnities. It was a way 
for local gwermnts to share in the resources generated Qf growth in the 
region, without diarrantliq their ability to make their awn policy 
decisions on levyiq property taxes or expediq pbl ic  dollars. 

The l a w  allow comunities to s h a ~  part of t h  increases in C-I tax base; 
it does not raise revenues far cities to sped. It adjusts the property 
tax burden people gay. Slow-growth localities meive more valuation 
because of the base-sharirq law, which mkes their tax rates 10- than 
thy otherwise would be. BE a- ssed valuation of localities with large 
amounts of new C-I developmnt is  growiq fast but not as fast as it muld 
without WE law; consequently tl?e tax rates in w s e  localities are a hit 
high= than they otherwise w c u l d  be. 

The tax-base shariq l a w  has functioned autanaticauy. Because it does 
not deal w i  th raisi ng rewcres se , nor deperd on annual appr~riatims 
to succeed, it has not been subjectTo the annual adjustments that local 
government aids and other property tax measures ~ c e i v e .  from the 
Legislature. 

How It Wrks-Regardless of where the regionfs c m r c i a l  ad idustrial 
buildings ad lad are physically bcated, 40% of the net growth in their 
assessed valuatim sirce 1971 is shared in a ~g iona l  tax base pool. (See 
diagram on page 14. ) 

The pooled tax base is =distributed a m q  all c~nmunities on a per capita 
basis. The =distribution is adjusted by the market value o£ a cityls 
property. I f  the market value of a camunity:~ property is below the 
metropolitan average, tkn  I3-e catmunity :s per capita share o£ tax 
base is adjusted upward. The per capita share is adjusted downward if the 
cownunity:~ value is above the netropolitan average. "lhus, a camunity 
with l i t t l e  fiscal capacity receives a relatively larger share of the 
regimal tax base. 

Uder the tax-base shariq law a camunity!~ tax base is rmde up of the 
buildings ad land physically located there, minus tl?e camrmnityfs 
contribution to the regional tax baje pl, plus the share of the regional 
pool that caes badc to tk camunity . !this final m n t  repnesents the 
wealth the city is legally able t o  tax. 

An arreawide m i l l  rate, calculated as a weiglted average of all local m i l l  
rates, is levied against the shared partion of the tax base. Thus, each 
piece o£ comneial-idustrial property w i l l  have two tax rates: 1) the 
local tax rate, applied to that partion of the building s value that 
renairs local, and the arreawide tax rate, applied to that part of its 
value that is part of the pooled tax base. 



Effects on the lItrJin Cities &k t ropd i tan  Area 

Year Q year the amant i n  t t ~  pod  has increased a l o q  with regional 
growth, to where as of 1985, $1.3 b i l l  ion i n  assessed value w a s  i n  the 
shared tax  base pool, 26.1% of t-l.d3 r e g h n f s  $4.8 billicm i n  cc~rmercial 
i d u s t r i a l  tax base. 

As i n t d e d ,  tax-base sharirg has g r a h l l y  and gart ial ly reduced 
d i f f e r e m  i n  cmemia l - indus t r id  value a m q  c~~rmunities i n  the 
region. Without the l a w  the camunity w i t h  the highest C-I valuation in 
the region (mq cities with over 9,000 population) would haw a C-I tax 
base almst 15 times larger per capita than the city w i t h  the l o e s t  
cmerc i a l - i dus t r i a l  tax base far  1985 taxes. W i t h  the l a w  that ra t io  is 
four t o  one. 

Another impact of the l a w  is to even out  the tax rate paid by area 
hsinesses. ?Ine portion of ary c a n n e ~ i a l - i d u s t r i a l  prapertyfs tax base 
that is pooled, is taxed at  the areawide m i l l  rate. Metropolitan area 
m i l l  rates i n  1985 rarged f r a n a  hi* of 138.255 t o  a lcw of 86.847. 
Because of tax-base shariq, the effective m i l l  rate on C-I property 
mnged f ran a hi* of 127.67 t o  a low of 90.369. 

The tax-base sharing idea was first introduced i n  the 1969 Legislative 
session, a d  becane l a w  i n  1971. Sever& circunstames praupted the 
introduction of the bill a t  that time. F i r s t  w a s  widespread concern by 
state legislatars  over the large  di sparity wrg tax bases-ad 
consequently, property tax rates-around the region. The wide disparity 
i n  t ax  bases produced a wide variaticn i n  ~ n d i r g  and m i l l  rates. For 
instame, one metropolitan s W b  w i t h  half the mills of another sukrurban 
c-nity p d u c e d  twice t-he amcunt of per p q i l  p n d i q  . Also it became 
obvious that large shcrppiq centers generated a large tax base i n  m l y  me 
ccaununity ewn thou* their markets and their effects on transpartatian 
aid s e q e  systens were regioml. 

Secord, saae legislators  m e  ccmcermd about the f i sca l  -tition 
between comrplnities w h i &  motivated cities t o  refuse low-reme 
generatirg projects su& as parks o r  bw-incane busing,  ard to ompromise 
aestktic a d  envimrrnental developnent standards for  tkE sake of 
maximizing tax base. 

Third, sarre feared the recently established Mtropolitan Coumil might 
stimulate land developwnt only i n  those parts of the regicm w i t h  high 
potential for C-I growth, l e a v i q  few tax advantages for those parts of 
the r e g i a  with more linitd canne~ia l - indust r ia l  grawth ptential. 

Fourth, the sitiq of a power plant along the St. Croix River raised 
land-use ard tax  base concerns. e n  Washirgton Ctunty off icials  and 
legislatars  were cri t icized fa r  siting the plant dloq a river sow t o  be 
dedicated '.'wild and scenic, 4.' they defended their d e c i s i a  on the grounds that 
they needed tax revenues and m l d  be w i l l i q  t o  forego the plant for open 
space only i f  they could s h a ~  i n  the tax  base f ran elsewhere arrmd the Twin 
C i t i e s  area. 



Late i n  tk 1% 9 session Inde~endent-epblican k p  . a-larles Weaver of Andta 
introduced a tax-base sharirg bill. I-R Senatar Wayne Papham of Minneapolis 
was tk chief 92nate authar . % bi ll enjoyed bi-partisan, as well as both 
city ard suburban s u p p t ,  and it pass& the House, but it could not get out of 
the Senate. In 1971 it again encant ered roadblocks i n  the Senate, but passed 
in  the special session. It has renained basically mharged since its initial 
plssage. 

The Court Tests-Before the tax-base sharirg law could be hplemnted the 
suburb af Wlrnsville challenged the 1aw:s constitutionality in  court, saying it 
violated the ','uniformity clause',' : me Qnstitution requires taxes to be 
','uniform upon the sam class of subjects.',' ?he District Court ruled the act 
uncanstitutimal, but upon appeal the Minnesota Supreme Cburt reversed the 
District courtls decision. Thereupan, tax-base sharirq was reflected for the 
first  time on taxpayers: 1975 property tax statenrtnts. 

The city of Shakopee sutsepntly challerged the act i n  court, allegirmg it 
violated the equal protection clause of the U.S . Qnstitution. -ever, in 
1980 the Minnesota Tax Court ruled that the act did not result i n  '.'hostile ard 
mressiw discrimination',' because the sharing of tk t ax  base w a s  reasmably 
based cm cities: growth and fiscal capacity. The Tax Court ruling was affirmed 
unanimwsly by the Mhnesota Sipreme Cburt. 

National Acclaim- W-base shari q has gained national attent ion. The l a w  has 
been recognized as an irqenious solution to a q l e x  intergovernmental 
problem. Soon after its passage the l a w  w a s  hailed by the National Mznicipl 
League ard the Adviscgy Cammi ~6 ion on Intergovernmental Relations as an 
innovat iw aid prmisirg way to  deal wi th tk pmblems af £is& disparities. 
Numerous national organizations have f ~ t u r e d  the l a w  i n  their pblications. 

Other  parts af tk ccuntry have studied the tax-base sharing law far p s i b l e  
local applications. The Meadcwhnds area of New Jersey ard the area arourd 
Charlottesville, Virginia are two regiom that haw adcpted tax-e sharing 
plans. Des Moines, Iom and Lrxli sville, Kentucky are currently debating the 
cornept far use i n  their cwn areas. 

Durirq the 1985 Minnesota ley isla tive sess ion the Senate passed a bill 
proposirg tax-base shariq for prt of the Imn large in  narthern Minnesota. 
Hohever , it failed to becane l a w .  

Closirq the Loogholes 

Some exemptions to tax-base sharing existed i n  the original l a w :  the airport, 
','econdc developaent areas',' ( SQlth St. h u l )  , and praperties within Housing 
ard Redevelcprent Authari ty (HRA) tax-ircrement districts. Nane of the growth 
i n  tkse districts was canted i n  the calculatiom af tax  base growth for the 
prposes of the l a w .  Sirnethe 1aw:s passage the Legislature has reduced these 
loqbles  . 
In a 1974 law the Legislature legally defined 'fdevelapment districts:' ard 
removed tk tax-base sharirg exemptbn fa :  non-HRA municipal develcgment 
districts. Devebpmnt districts were naw required to amtribute 40% of their 
base to the qional  tax  base pool. 



With anendnents to the tax-increrent f immiq  (TIF) law in 1979 the 
Legislature further restricted tax-base sharing exenptions. HRA districts 
created sime PYgust, 1979 became subject to tax-base shariq. HRA 
districts in  existence prior t o  August 1, 1979 were s t i l l  e x e r r ~ p t  from 
contributirg to w tax base pool; w y  r a i n  the only exemptions to the 
tax-base sharirq l a w  today. 

A t  the sane time it eliminated this exenption for  the new IB7-l districts, 
the Legislature provided a way far a TIP district to enjoy tk benefit of 
exenption by having other properties i n  the city pick q its share. 
Cities could not be exempt fran contributi rg , but could qA to sprea the 
wst of a specific district ls ccntribution amng all  other 
camnercial-idustrial property i n  the city. 

Localities Without Cormrrercial-Industrial Property-While technically not a 
l00pMle~ one m e r n  freq=ntly cited a b a ~ t  the law is that a few 
c&nities make very snail conLributiors to  the q ional  tax base yet 
receive relatively large shares when the p l e d  tax base is 
distributed. A mall nuriber of residential camnunities like Narth Oaks 
ard Sunfish Lake have l i t t le  C-I property md no plans for ary in  the 
future. Boause t k y  contribute l i t t le yet receiw benefits fran tax-base 
sharirq they are pointed to as evidence of the law:s unfairness. 

Fklatiw to the rest of w mtropolitan area, tk amu~nt of benefit to 
these cities is very small. This s it =tion is similar to federal ard 
state remue shari rg which goes t o  all ccmunities but i n  mu& snaller 
munts to the wealthier cities. In addition, a significant partion of 
t l ~  cities: remues w i l l  go to t3-e ccwnty and the area sdm1 district. 

Proposed Charges 

I f  Bldrqtonl s request to exenpt the Airpcnt South district from 
tax-base sharirq is grarrted, it wodd be t3-e first exemption gmrrted since 
the law was enacted i n  1971. 

B ldrq ton  proposes to exempt not just the 85 acres of the old Met 
Stadiun site, but a total of 900 acres of devd-le l a d ,  east of War 
avenue ard scuth of 494 to the Mimesota Rive r .  This includes Control 
Data Carporation, Z4pple-e Square, and all t-he hotels, motels ard other 
office space in  that area, plus the Triple Five project. Further, it 
proposes to exanpt not only future gwth,  but al l  grwth in  the Airpart 
South D i s t r i c t  s h e  1971. Today the area i n  B ld rq ton  east of Cedar 
Ave. makes a contribution of abcut $22 million i n  valuation to the 
tax-base pol.. 

Fiscal Effects-Podificatiors to tax-base sharing w i l l  charge vho bears 
the tax burden. An exemption fran fiscal diqari ties, by itself , raises 
no dollars. It would simply make Blooni rgton:s tax base larger than it 
otherwise would be and make other metropol itan caununities: tax bases 
snaller. T h  property tax rate, theref ore, on Eloomirgton proprty wculd 
be lower, ard the rate on all other cmni t i e s l  property, higkr. 

Public Fblicy Effects-Eloomirgton:~ prcrposal to exanpt Airpart South from 
tax-base sharirq muld reverse state @icy d c i h  q to now has mked to 
shut d a m  exemptions. By eliknatirg exemptiors cn dewlqnent districts 



ard on HRA districts created after August, 1979 the L e g i s l a t e  has i n  
ef fec t  been Ydosirq the door'.' on tax-base sharing exertptions. 
Blocanirgton:~ proposal t o  exempt one q e c i f i c  -1, as cp- t o  a 
general group of properties, wculd reopen that  d m .  

Fublic Srppcut for  Mintaining Thx Base Sharing-Accordiq to the IvkkmeSota 
hll r e w e d  i n  the Minneapdi s Star and Tr ihme  on August 25, 1985, 84% of 
the Minnesotans who had h&d of the ~loamirqton proposal agreed that property 
taxes smuld be s h a a  w i t h  other rmnicipalities i n  th= usual way, a d  just 8% 
said the developmnt f s property taxes s h l d  go to B l d n g t O n  only. 

In a separate analysis of data provided by the Minnesota h11, it w a s  
discovered that across all levels of age, education, incom, geography, a d  
poli t ical  aff i l iat ion,  i 3 ~  pexcent o f  re spondents agreeiq  praperty taxes 
should be shared i n  the usual way w a  very high. Even in the mthwestern 
suburbs of &mepin m a y  ( e n  Prairie, B l o d q t o n ,  and ~ ich£ ie ld )  70% of 
those who knew of the project agreed the poperty taxes should be shared i n  the 
usual way. 


