MINNESOTA- REVENUE

PROPERTY TAX
Repeal Metropolitan Fiscal Disparities

Yes | No
Separate Official Fiscal Note
March 21, 2003 Requested X
Fiscal | mpact
DOR Administrative
Costsy/Savings X

Department of Revenue
Anaysisof H.F. 495 (J. Johnson) / S.D. 635 (Belanger)

Revenue Gain or (L 0ss)
F.Y. 2004 F.Y. 2005 F.Y. 2006 F.Y. 2007
(000's)
Generd Fund $0 ($2,300) ($2,300) ($2,300)

Effective for taxes payable in 2004 and theresfter.
EXPLANATION OF THE BILL

Current Law: Fiscd disparities didribution levies are dishursed on aformula primarily based on red
property market value and population. The contribution to the “pool” is 40% of the growth since 1971
in commercid and indudtria tax capacity.

Proposed Law. The bill repedls the metropolitan fisca disparities law (Chapter 473F) and ingtructs the
Revisor of Statutes to remove dl referencesto it.

REVENUE ANALYSISDETAIL

The proposa was andyzed on the taxes payable 2003 property tax smulation mode!.

The mgjor Sate paid property tax aids such asloca government aid (LGA) and homestead and
agriculturd ad (HACA) are independent of fisca diparities distribution levies.

The net result of diminating the metropolitan fiscal disparities provison is adecreasein totd
property taxes for commercid and industrid property and an increase in residential net taxes.
Because total homestead net taxes increase, property tax refunds would increase by $2.3 million
each year.

Loca levieswould vary within the metropolitan area. Cities whose net didiribution is grester than
their contribution under the program, such as . Paul, would see increasesin local property taxes.
Conversdy, cities which contribute more than they receive will experience a decline in net property
taxes.
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Number of Taxpayers Affected: Primarily metropolitan home and business property owners.

Source:  Minnesota Department of Revenue
Tax Research Divison
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