Classification System
T

Property assigned a class rate according to property use

There are five “main” property classifications: residential
homestead, agriculture land, C/I and utility, rental
housing, and un-mined iron ore and unimproved property

At b6, Minnesota has more class rates than any other
state

Class rates determined by the state legislature

Class rates are designed so some properties subsidize
other properties resulting in a shift of the property tax
burden within a jurisdiction
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Classification System Shifts Property Tax

Burden to Business Properties
]
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Commercial & Residential Agriculture

Industrial Homestead

Business property owners and their tenants paid 31.4% of
all local property taxes collected...but in 2010 only
represented 13.1% of statewide market value
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The Impact of the Classification System

The impact of the classification system on
property taxes paid by a property value of $200,000
within the same taxing jurisdiction

HOMEOWNER’S
Property Tax Bill
Gross: $2,360

Net: $2,108*
Effective Tax Rate: 1.08%

BUSINESS OWNER’S
Property Tax Bill
Gross: $5,170

Net: $5,170
Effective Tax Rate: 2.59%

PROPERTY TAXES PAYABLE IN 2010

Property Tax .
Class Net Tax $200,000 Market Value Effective

Property Type Rate(s) Capacity Tax Rate

Residential homestead @ $200,000 1.0 2,000 1.08
Commercial/Industrial @ $200,000 1.5/2.0 3,250 2.59

*Net taxes paid after adjustment to reflect direct property tax relief to homeowners whose property taxes are high relative to their incomes. 14



