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Market Value CreditSymptom of Larger Problem

Much has been made by the media, local

governments and legislators over the Declining LGA has lead to Higher City Levies

conversion of the Market Value Homestead  $s00

Credit (MVHC) to a value exclusion Bl Aid amountsincluded City
program. Outcries from across the state HACA for years 199@001/

have called for fixing or reinstag the »%0

MVHC to alleviate the problems the $350
conversion has created, not the least of
which are property tax increases on
homeowners, agricultural, apartments anc
business. Unfortunatelyixing the MVHC
would just treatonly one symptom of a

larger property tax problem that has been °°"  wwwm—tTeir o \/—\A
i $100

growing for years.
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In 1991, citiedevied $168 per person, while
receiving $131 in LGA per person, for total $0 -
revenue of levy plus LGA of $299 per

person. If you adjusted the city revenu
from 1991 to today by the rate of inflation Chart Sources: MN Department of Revenue, MN State Demographer
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for state and local governments, the $299
person wouldequal $552. In 2011, cities 100%
levy $430 per person and receive $98 p

LGA has decreased as a Percentage of Levy + LGA

90% |
person in LGA. I n Aid amounts included City
plus aid revenue is $528 per person, $23 I¢ 0% HACA for years19962001
than the inflation adjusted revenue froi 70% |

1991. The big difference is that in 199:
44% of therevenue came from LGA anc
today its only 19%. Knowing this it is no
surprising that property taxes are higher. 4
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If the legislature is to fix the MVHC there Sl
are several questions that should be ask 209 -
First and foremost, how does the state p

i 10%
for the ix? If the state was flush with cast
the conversion would have never happen %
. 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
The state needed, however, the $260 milli GLGA® Wity Levy

to balance the budget and any fix woul_
require further spending reductions oreaue not currently in the budgeBecond, if weare pushing more funds into property tax
relief is the HYMC the best choice, or should the state look to its celebrated past and meiaidssto local governmesi
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As State Retreats from MVHC and LGA,
Greater Minnesota Hit Hardest

The graph below summarizes a House Research SimulatiorrtRepthe property tax impacts of the state budget pa:
during the special session to end the state government shutdown. The analysis clearly shows that as a result of tHeevi
Homestead Credit elimination and conversion to a market value extlpsbgram, permanent reductions in LGA, and ot
reductions in property tax programs property taxes will go up. Of hoteever is not only that property taxes are projected
increase statewide, but that the impacts will be most keenly felt by giMateesota homeowners, businesses, and ren
Especially concerning to greater Minnesota cities looking to attract and retain businesses is the projected differeane
greater Minnesota and the Metro area when it comes to commercial/industpi@itprd he increases are more than double
greater Minnesota than in the Metro

Overall Property Tax Increases due to last Session
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Source: House Research Simulatieport: Property Ta#11E7, July 18, 2011
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