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STATEMENT 

TO: Members, Board of  D i rec to rs  

FROM: Tax and Finance Task Force o f  Community In fo rmat ion  Committee 
John Cairns, Chairman 

SUBJECT: C i rcu i t -b reaker  mon i to r ing  

I. BACKGROUND 

Tihe 1975 Leg is la tu re  adopted a  new approach t o  p roper ty  t a x  r e l i e f  f o r  ren te rs  
and ho~neowners. I t  i s  commonly khown as the  income-adjusted proper ty  t ax  o r  the  
"c i rcu i t -b reaker . "  This  law prov ides t h a t  i f  proper ty  taxes exceed a  c e r t a i n  per- 
centagle of  household i ncome ( f o r  example, 1.5% f o r  i ncomes f rom $2,500 t o  $19,999) , 
the st 'a te w i l l  p rov ide  a  refund, t o  a  maximum o f  $475. 

I 

The C i t i zens  League has fo l lowed proper ty  t a x  developments fo r  several years. 
P r i o r  t o  the  passage o f  the c i r c u i t - b r e a k e r ,  the  League recommended the Leg is la tu re  
exerc ise  caut ion  on new proposals which would r e l a t e  the  proper ty  t a x  t o  household 
income fo r  t he  vast  m a j o r i t y  o f  taxpayers. 

Tlhe c i  r c u i  t -breaker  w i  1 1  go i n t o  e f fec t  f o r  taxes payable i n  1976. The Minne- 
so ta  Department o f  Revenue has not  y e t  been g iven funds t o  a u d i t  the  implementation 
o f  the c i r c u i t - b r e a k e r ,  al though the  Leg is la tu re  i s  l i k e l y  t o  g i v e  ser ious consider- 
a t i o n  t o  such an app rop r ia t i on  i n  i t s  1976 session. 

I I .  RECOMMENDATIONS 

1. We recommend t h a t  the  1976 Leg is la tu re  prov ide  the  Minnesota Department of 
Revenue w i t h  s u f f i c i e n t  funds t o  enable a  thorough ana lys i s  o f  the  implementation of 
the  c i r cu i t -b reake r .  I t  i s  our understanding t h a t  such funds were no t  author ized i n  
1975 l a r g e l y  because o f  an ove rs igh t .  I n  the  absence o f  an ana lys is ,  the  Department 
w i l l  be unable t o  repo r t  t o  t he  L e g i s l a t u r e  and the  p u b l i c  on d i s t r i b u t i o n  o f  bene- 
f i t s ,  which, i n  t u rn ,  would mean no one would have f a c t u a l  in fo rmat ion  on whether 
the c i r cu i t -b reake r  i s  f unc t i on ing  as intended o r  whether c e r t a i n  a n t i c i p a t e d  prob- 
lems o r  undesi rable s ide  e f f e c t s  have resu l ted .  

2. We recommend t h a t  the  ana lys i s  be f u l l y  as d e t a i l e d  as the Department o f  
Revenue's annual repo r t s  i n  recent years on proper ty  t a x  r e l i e f  f o r  senior  c i t i z e n s .  
These repor ts  have included data on re1 i e f  by (a) s i z e  o f  income, (b) s i z e  o f  prop- , . .  . . .  . . 
e r t y  tax,  (c)  s i z e  o f  c r e d i t ,  (d) age, and (e) l oca t i on .  S p e c i f i c a l l y ,  we recommend 
t h a t  t he  c i r c u i t - b r e a k e r  ana lys i s  inc lude:  

** Median and d i s t r i b u t i o n  o f  ne t  homestead proper ty  t a x  payable fo r  
each household income c lass ,  by county and major c i t y .   h his i s  ne t  
t a x  be fore  the  c i r c u i t - b r e a k e r  c r e d i t . )  This  should be broken down 
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November 6, 1975 

1 j u s t  wanted t o  be sure you knew ab u t ,  and had a personal ? 
i n v i t a t i o n  t o  a t tend ,  t h i s  'annual meet ing '  program o f  the  C i t i z e n s  

League. Paul Y l v i s a k e r  i s  an unusua l l y  s t i m u l a t i n g  and pe rcep t i ve  . 

person. I t h i n k  you migh t  f i n d  the  d i scuss ion  i n t e r e s t i n g  and i m -  

po r t an t ,  i n  r e l a t i o n  t o  your own work. 

I hope you can come. Do, please, g i v e  t h e  o f f i c e  a c a l l  and 

leave your name, i f  you can come. 

Thanks . . . 



by farm, non-farm and e l s e r l y  homestead categories. I n  add i t i on ,  
the t o t a l  amount o f  property  taxes payable by each o f  these cate-  
gor ies should be reported. 

The above informat ion i s  essent ia l  f o r  determining the  impact of the 
c i r cu i t -b reaker  on homeowners i n  d i f f e r e n t  s i t u a t i o n s .  

9: a Median and d i s t r i b u t i o n  o f  ren t  pa id  f o r  each hausehold income c lass,  

by county and major c i t y .  ha his i s  ne t  t ax  before the  c i r cu i t -b reaker  
c r e d i t . )  This in format ion,  too, should be broken down by farm, non- 
farm and e l d e r l y  household categories. 

This in format ion i s  essen t ia l  f o r  determining the  impact o f  the  
c i r cu i t -b reaker  on renters  i n  d i f f e r e n t  s i t u a t i o n s .  

f:* C i r c u i t  breaker c r e d i t  ( t o t a l  payable, p lus  median and d i s t r i b u t i o n )  

fo r  each income c lass by county and by major c i t y ,  f o r  ren ters  and 
homeowners, and non-farm, farm, and e l d e r l y .  

This information, o f  course, i s  a t  the  heart  o f  the analys is ,  because 
i t  w i l l  i nd i ca te  j u s t  where the bene f i t s  o f  t he  new l e g i s l a t i o n  are  
being d i s t r i b u t e d ,  and w i l l  prov ide a basis f o r  es t imat ing  costs i n  
coming years. 

** ; 
plus median and d i s t r i b u t i o n )  f o r  each income class, by county and by 
major c i t y ,  f o r  non-farm, farm and e l d e r l y .  

This w i l l  i nd i ca te  the combined b e n e f i t  o f  the  c i r cu i t -b reaker  and the  
homestead c r e d i t .  

* Percentage o f  homeowners and renters  (broken down by non-farm, non- 
e l d e r l y ,  farm and e l d e r l y )  rece iv ing  d i f f e r e n t  amounts o f  c i r c u i t -  
breaker c r e d i t  and homestead c r e d i t  combined i n  each l o c a l i t y .  That 
i s ,  f o r  example, the  information should reveal the percentage rece iv ing  
the $475 maximum, :long w i t h  the  percentage a t  var ious i n t e r v a l s  below 
the maximum, j u s t  as i s  done now w i t h  the  homestead c r e d i t .  

This in format ion w i l l  he lp reveal how many taxpayers i n  a given commu- 
n i t y  w i l l  be a f fec ted  by changes i n  the  l oca l  m i l l  r a te .  

*L * ,. ,. Percentage d i s t r i b u t i o n  o f  household income by d i f f e r e n t  sources of 
income f o r  each income c lass .  The c i r cu i t -b reaker  w i l l  requ i re  repor t -  
ing o f  new categories o f  income, s ince i t  i s  based on t o t a l  household 
income, not  j u s t  taxable income. 

This in format ion w i l l  provide, f o r  the  f i r s t  t ime, a t r u e r  p i c t u r e  of 
the income s i t u a t i o n  o f  taxpayers. Moreover, i t  i s  essent ia l  informa- 
t i o n  f o r  reaching judgments on whether, i n  the  aggregate, taxpayers 
are repor t i ng  a l l  income, as required.  
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i n v i t a t i o n  t o  a t tend ,  t h i s  'annual meet ing '  program o f  the  C i t i z e n s  
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