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ARTICLE 2. COMMUNITY AND REGIONAL AFFAIRS.

Sec. 44.47.050. G E N E R A L  P O W E R S  A N D  D U T I E S .  T h e  
d epa r tm en t  m ay

(1) adv ise and  assist lo c a l governments ;

(2) serve as staff fo r the L o c a l  B o unda ry  C om m is s io n ;

(3) c o n d u c t  stud ies a nd  carry o u t  e x p e r im e n ta l  and  p i lo t  
p ro jec ts  fo r the purpose  o f  d e v e lo p in g  so lu t io n s  to c o m m u n i t y  
and  reg iona l p rob lem s;

(4) p r om o te  co op e ra t iv e  s o lu t io n s  to p ro b lem s  a f fe c t ing  
m o re  th an  one  c o m m u n i t y  o r  reg ion , in c lu d in g  j o i n t  serv ice 
agreements , reg iona l com pac ts ,  a n d  o th e r  fo rms o f  c o op e ra t io n ;

(5) serve as a c lea r in ghouse  fo r in f o rm a t io n  use fu l in  
s o lu t io n  o f  c o m m u n i t y  a n d  reg iona l p rob lem s , and  ch a n n e l  to 
(he app rop r ia te  a u th o r i t y  requests for in f o rm a t io n  and  services;

(6) advise a n d  assist c o m m u n i t y  and  reg iona l gove rnm en ts  
o n  matters o f  f in a n c e ,  i n c lu d in g  b u t  n o t  l im i t e d  to b o n d  
m a rke t in g  and  p ro c u r em en t  o f  federa l funds;

(7) prepare  suggested g u id e l in e s  re la t ing  to the  c o n t e n t  o f  
n o t ic e  o f  b o n d  sale adver t isem en ts , prospectuses a nd  o th e r  
b o n d in g  matters issued by lo ca l governments ;

(8) adm in is te r  state fu nds  app rop r ia ted  for the b e n e f i t  o f 
u no rg an ized  reg ions w i t h in  the state, a l lo w in g  for m a x im u m  
pa r t ic ip a t io n  by lo ca l adv iso ry  c o u n c i ls  and  s im i la r  bod ies;

(9) carry o u t  those adm in is t ra t iv e  fu n c t io n s  in  uno rgan ized  
boroughs tha t the leg is la ture m ay  prescr ibe;

(10) s tudy e x is t in g  a nd  p roposed  laws and state ac t iv it ie s  
that a f fect c o m m u n i t y  a n d  reg iona l affa irs and  s u bm it  to the 
governor re c om m end ed  changes in  those laws and ac t iv it ies ;
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(11) co o rd in a te  ac t iv i t ie s  o f  the  state w h i c h  have im p a c t  on  
c o m m u n i t y  and  reg iona l affa irs;

(12) assist in  the d e v e lo pm e n t  o f  n ew  c o m m u n i t i e s  and 
serve as the agen t o f  the  state fo r purposes o f  p a r t ic ip a t io n  in 
federa l programs re la t in g  to  n ew  c om m u n i t ie s ;

(13) superv ise p la n n in g ,  m a na g em en t ,  and  o th e r  ac t iv i t ie s  
r eq u ired  fo r lo c a l e l ig ib i l i t y  fo r f in a n c ia l  a id  u nd e r  those federa l 
ar.d state programs w h i c h  p r o v id e  assistance to c o m m u n i t y  and 
reg iona l governments ;

(14) adm in is te r  state, a nd , as ap p ro p r ia te ,  federa l programs 
for revenue  shar ing , grants, and  o th e r  forms o f  f in a n c ia l  assistance 
to c o m m u n i t y  and  reg iona l gove rnm en ts ;

(15) p ro v id e  staff assistance, as reques ted , to the R u ra l 
A ffa irs  C om m is s io n ;

(16) a p p ly  fo r , rece ive and  use fu nds  from  federal and  o the r 
sources, p u b l i c  or p r iva te , fo r use in  c a r ry in g  o u t  the powers  and 
du t ies  o f  the d epa r tm en t ;

(17) reques t a n d  u t i l i z e  the resources o f  o th e r  agenc ies o f 
state g o v e rnm en t  in  ca r ry in g  o u t  the  pu rposes o f  th is  cha p te r  to 
'he e x te n t  such u t i l i z a t io n  is m o re  e f f ic ie n t  th an  m a in t a in in g  
d e p a r t m e n t a l  s t a f f ,  r e im b u r s in g  the  o th e r  agencies w h e n  
appropr ia te ;

(18) carry o u t  o th e r  fu n c t io n s  a nd  du t ie s ,  co ns is ten t  w it h  
law , necessary o r a p p ro p r ia te  to  a c c om p l is h  the pu rpose  o f  th is 
chap ter .

A R T I C L E  3. P L A N N IN G  A S S IS T A N C E .

Sec. 44.47.080. P L A N N IN G  A S S IS T A N C E  T O  P L A T T IN G  
A U T H O R I T I E S .  T o  fa c i l i ta te  u rb an  p la n n in g  in  c it ies  and o ther 
p o l i t i c a l  s u b d iv is io n s ,  the d e p a r tm e n t  m a y  p ro v id e  p la n n in g
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assistance, i n c l u d in g  b u t  n o t  l im i t e d  to  surveys, land-use studies, 
u rb an  ren ew a l p la ns , t e c h n ic a l  services, and  o th e r  p la n n in g  w o rk  
to a c i t y ,  b o ro ugh , o r  o th e r  p la t t in g  a u th o r i t y .  In  an area u n d e r  
the ju r is d ic t io n  fo r  p la n n in g  purposes o f  a c i t y ,  b o rough , or o th e r  
p la t t in g  a u th o r i t y ,  the d e pa r tm en t  m ay  n o t  p e r fo rm  the p la n n in g  
w o rk  e x cep t a t  the reques t o r  w i t h  th e  co n sen t o f  the  lo ca l 
a u th o r i t y .

S e c .  4 4 .4 7 .090 . A S S I S T A N C E  B Y  C I T I E S  A N D  
P L A T T IN G  A U T H O R I T I E S .  A  c i t y  o r p la t t in g  a u th o r i t y  m a y  
m ake  funds  u n d e r  its c o n t r o l  a va i la b le  to the d epa r tm en t  fo r the 
purposes o f  o b t a in in g  p la n n in g  w o rk  o r  p la n n in g  assistance, or 
b o th ,  fo r its area. T h e  d e pa r tm en t  m a y  co n t ra c t  for , a c cep t , and  
e x p e n d  the fu nds  fo r u rb an  p la n n in g  fo r  the lo c a l  ju r is d ic t io n .

S e c .  4 4 . 4 7 .1 0 0 .  P L A N N I N G  P O W E R S  O F  
A U T H O R I T Y .  T h e  d e pa r tm en t  m ay  a c cep t and  e xp end  grants 
f rom  the federa l g o v e rnm en t  a nd  o th e r  p u b l i c  o r  p r iva te  sources, 
may co n t ra c t  w i t h  reference th e re to ,  and  m ay  en te r in to  contracts 
and  exerc ise  a l l o th e r  powers  necessary to carry o u t  secs. 80-100 
o f  th is  chap te r .

A R T I C L E  4. R U R A L  D E V E L O P M E N T

S e c .  44.47.130. P O W E R S  A N D  D U T I E S .  T o  p rom o te  
d e v e lo pm e n t  o f  ru ra l areas o f  the state the d e pa r tm en t  is 
a u th o r iz e d  to

(1) invest iga te  soc ia l a id  e c o n om ic  c o n d i t io n s  o f  rura l areas 
to d e te rm in e  the  need  to e x p a n d  e c o n om ic  o p p o r tu n it ie s  and  
im p ro ve  l i v i n g  c o n d i t io n s ;

(2) fo rm u la te  a c o o r d in a t e d  prog ram  to b roaden  and  
d ive rs ify  the e c o n o m ic  base o f  rura l areas;

(3) c o o rd in a te  a dm in is t r a t io n  o f  em ergency  re l ie f , surp lus 
fo o d  d is t r ib u t io n ,  or o th e r  p u b l i c  assistance programs, e x cep t  the 
regu lar r e l ie f  a nd  assistance programs o f  the federa l g o ve rnm en t  in 
rura l areas;
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(4) fo rm u la te  a n d  c o n d u c t  a p rog ram  o f  c o n s t r u c t io n  o f  
bas ic fa c i l i t ie s  to  im p ro v e  h e a l t h ,  v'e lfare and  e c o n o m ic  secur ity  
and  p r o v id e  e m p lo ym e n t  a nd  in c om e  in  the  rura l areas;

(5) p r om o te  t ra in in g  and  e d u c a t io n a l p rogram s des igned  to  
e x pand  e m p lo y m e n t  o p p o r tu n it ie s  fo r  res idents  o f  ru ra ’ areas.

A R T I C L E  5. G E N E R A L  P R O Y IS IO N S .

S e c .  44.47.160. R E G U L A T IO N S .  T h e  d e p a r tm en t  m ay  
adop t regu la t io n s  in  acco rdance  w i t h  the A dm in is t r a t iv e  P rocedure  
A c t  (AS 44.62) to  carry o u t  the purposes o f  th is chap te r .

Sec. 44.47.170. D E F IN I T I O N S .  I n  th is  chap te r

(1) “ com m is s io n e r"  means the c om m is s io n e r  o f  c o m m u n i t y  
and reg iona l affairs;

(2) “ c o m m u n i t y "  means h om o  ru le  c it ies  and  bo roughs , 
c it ies a n d  boroughs o f  any class, a nd  u n o rg a n iz e d  bo roughs  and 
v il lages w h ic h  are soc ia l un its;

(3) “ d e p a r tm en t"  means the D e p a r tm e n t  o f  C o m m u n i t y  
and  R eg io na l A ffa irs;

(4) “ reg ion"  means an area larger th an  a c o m m u n i t y ,  or 
i n c lu d in g  a l l or part o f  m o re  than  on e  c o m m u n i t y ,  b u t  s u f f ic ie n t ly  
in tegrated th a t  i t  m ay  be treated as a u n i t  fo r a dm in is t r a t io n  o f  
pa r t ic u la r  services.

*Sec, 3. A S  43.18.010(a)(4)(B)(ii) is am end ed  to read:

(ii) an annua l c o n t ra c t  w it h  a re cogn iz ed  p la n n in g  f irm
to p ro v id e  la nd  use p .a n n in g  and  p la n  im p lem e n t a t io n  on  a
c o n s u l t in g  basis w i t h  a w o rk  p rog ram  o u t l i n e  ap p ro ved  by
the D e p a r tm e n t  o f  C o m m u n i t y  and  R eg io na l A ffa irs ; or
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* S e c . 4 .  A S  4 3 . 1 8 . 0 1 0 ( a ) ( 4 ) ( B ) ( i i i )  i s  a m e n d e d  t o  r e a d :

( i i i)  the  state’s c o n t i n u in g  p la n n in g  adv iso ry  service 
p r o g r a m  th ro ug h  the  D e p a r tm e n t  o f  C o m m u n i t y  and  
R e g io n a l Affa irs;

♦Sec. 5. A S  44.19.250 is am e nd e d  to  read:

S e c .  4 4 . 1 9 . 2 5 0 .  L O C A L  B O U N D A R Y  
C O M M IS S IO N .  T h e re  is in  the  D e p a r tm e n t  o f  C o m m u n i t y  
a n d  R eg io n a l A ffa irs a lo ca l b o u n d a ry  c om m is s io n .  T h e  lo ca l 
b o u n d a ry  c om m is s io n  cons ists o f  f ive m em be rs  a p p o in t e d  by 
the governor fo r o v e r la p p in g  five-year terms. O n e  m em b e r  
sha l l be a p p o in t e d  f r om  each  of the fo u r  m a jo r  sena to r ia l 
e le c t io n  d istr ic ts and  on e  f r om  the state a t large. T h e  m em b e r  
a p p o in t e d  f r om  the state a t  large is th e  c h a irm a n  o f  the  
c om m is s io n .

♦Sec. 6. A S  44.19.260(a)(3) is am end ed  to  read:

(3) co ns id e r  a lo c a l g o v e rnm en t  b o u n d a ry  change 
reques ted  o f  i t  by the leg is la tu re , the  c om m is s io n e r  o f 
c o m m u n i t y  a nd  reg iona l affa irs , o r a p o l i t i c a l  s u b d iv is io n  o f  
the state; and

J
♦Sec. 7. A o  44.19.270 is am end ed  to read:

Sec . 44.19.270. M E E T IN G S  A N D  H E A R IN G S .  T h e  
c h a i r m a n  o f  the c om m is s io n  o r  the  c om m is s io n e r  o f  
c o m m u n i t y  and  reg iona l affairs w i t h  the  c o n s e n t  o f  the 
c h a irm a n  m ay  ca ll a m e e t in g  or h e a r in g  o f  the lo c a l  b o u n d a ry  
c om m is s io n .  A l l  m ee t ing s  and  hear ings sha l l be p u b l i c .  .

♦Sec. 8. AS  44.19.880(a)(10) is am end ed  to  read:

(10) assist the  g ove rnor a n d  the D e p a r tm e n t  o f  
C o m m u n i t y  and  R eg io n a l A ffa irs  in  c o o r d in a t in g  the 
a c t iv i t ie s  o f  state agenc ies w h ic h  have  an im p a c t  o n  the 
s o lu t io n  o f  lo c a l  and reg iona l d e v e lo p m e n t  p rob lem s ;
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*S cc . 9. W hen  the t it les “ L o c a l A ffa irs  A g e n c y ” o r  “ R u ra l  
D e v e lo pm e n t  A g e n c y ” appear in  the la w  o f  th is  state, th ey  sha l l be 
read as the “ D e p a r tm e n t  o f  C o m m u n i t y  a nd  R eg io n a l  A f fa i r s ” .

*Sec . 10. A S  18.55.970 - 18.55.990; A S  44.19.180 - 44.19.210; 
44.19.580 - 44.19.620; 44.19.880(5) are repea led .

♦Section 11. A l l  l i t ig a t io n ,  hear ings , in ves t iga t io ns  and  o th e r  
p roceed ings  p e n d in g  u n d e r  a la w  am end ed  or repea led  o r  f u n c t io n s  
w h ic h  m ay  be transferred by th is  A c t ,  c o n t in u e  in  e f fec t and  m ay  
be c o n t in u e d  a n d  c om p le t e d  n o tw i t h s ta n d in g  a transfer o r  
am e n dm e n t  or repea l p ro v id ed  fo r in  th is  A c t .  C e r t i f ic a te s ,  orders, 
ru les or regu la t ions  issued or f i le d  u n d e r  a u th o r i t y  o f  law  am end ed  
or repea led  by  th is  A c t  or fu n c t io n s  w h i c h  m ay  be transferred by  
th is A c t ,  r em a in  in  e f fe c t  fo r  the te rm  issued , u n t i l  re voked , 
vaca ted , o r  o th e rw ise  m o d i f ie d  u n d e r  the p ro v is io n s  o f  th is A c t .  
A l l  con tra c ts  or o th e r  ob l ig a t io ns  created b y  a la w  am end ed  or 
repea led  b y  th is  A c t  or by  v ir tu e  o f  f u n c t io n s  w h i c h  m a y  be 
tran ferred b y  th is A c t ,  and  in  e ffec t o n  the e f fec t iv e  da te  o f  th is 
A c t ,  r em a in  in  e f fe c t  u n t i l  re voked , or m o d i f i e d  u n d e r  the 
p rov is io ns  o f  th is  A c t .  A p p ro p r ia t io n s ,  records , e q u ip m e n t  and  
o ther p rop e r ty  o f  agenc ies o f  the  state in teg ra ted  w i t h  the 
D e p a r tm e n t  o f  C o m m u n i t y  and  R eg io na l A ffa irs es tab l ished  u n d e r  
th is A c t  are transferred to the d epa r tm en t .  A p p ro p r ia t io n s  and 
o th e r  m o n e y  ava i lab le  a n d  to  b e com e  a va i la b le  to  agenc ies the 
fu n c t io n s ,  pow ers  and  du t ies  o f  w h ic h  have been  transferred to  the 
D e p a r tm e n t  o f  C o m m u n i t y  and  R eg io na l A ffa irs  es tab l ished  u nd e r  
th is  A c t  sha l l be ava i lab le  fo r the ob jec ts  a nd  pu rposes  for w h ic h  
app rop r ia te  or o the rw ise  made ava i lab le , s u b je c t  to  the terms, 
res tr ic t ions , l im i t a t io n s  or o th e r  re q u irem en ts  im po sed  u n d e r  th is 
sec t io n  o r federa l law .

♦Sec. 12. T h is  A c t  takes e f fe c t  J u ly  1, 1972.

A pp ro v e d  b y  governor: J u ly  7,1972 
A c tua l e f fec t iv e  date: J u ly  1, 1972
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A P P E N D IX  C

IN THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

HOUSE BILL NO. 596

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SEVENTH LEGISLATURE-SECOND SESSION

A  B I L L

F o r  an  A c t  e n t i t le d :  “ A n  A c t  p r o v id in g  fo r b o roughs  in  the  
u no rg an iz e d  bo rough ;  and  p r o v id in g  for an e ffec t ive  d a t e . ’’

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

♦Section 1. AS 07 is am ended by adding a new chap ter to  read:

CHAPTER 04. BOUNDARIES AND ORGANIZATION OF BOROUGHS 
IN THE UNORGANIZED BOROUGH.

A R T I C L E  1. B O U N D A R IE S , A D M IN IS T R A T IO N  A N D  
INCORPORATION.

S e c .  07 .04 .010 . B O U N D A R I E S .  By the te n th  day 
f o l lo w in g  the c o n v e n in g  o f  the first session o f  the  E ig h th  
Leg is la ture , the Loca l B o und a ry  C om m is s io n  sha l l p ropose  to the 
leg is la ture  a d iv is io n  o f  the  u no rg a n iz e d  area o f  the  state in to  
uno rg an iz ed  boroughs . 'D ie  L o c a l Bounda ry  C om m is s io n  m ay  
propose ad ju s tm en ts  to the bounda r ie s  o f  ex is t ing  bo roughs  to the 
e x te n t  necessary to secure c o n fo rm i t y  w i t h  the standards for 
b o r o u g h  b ounda r ie s  set fo r th  in  the  statutes and  in  the 
C o n s t i t u t io n  o f  the S la te  o f  A laska. A  proposed a d ju s tm en t  o f 
ex is t ing  bou i.c lar ies sha l l p ro v id e  fo r those trans it iona l m a tte rs  the



com m is s io n  cons ide rs  necessary o r a pp ro p r ia te .  T h e  b ounda r ie s  
p roposed  by  the L o c a l  B o u n d a r y  C om m is s io n  b e com e  e ffec t iv e  45 
days after p resen ta t io n  o r a t  the  e n d  o f  the session w h ic h e v e r  is 
ear lier , un less  d isapp roved  by  re so lu t io n  co n cu r re d  i n  b y  a 
m a jo r i t y  o f  the m em be rs  o f  each house . T h e  p roposed  d iv is io n  is 
no t  s ub je c t  to m o d i f i c a t io n  by  the leg is la ture  as an a lte rna t ive  to 
d isapp rova l ,  a n d  i f  d isa pp roved  by  the leg is la ture the  p roposed  
d iv is io n  m ade  in  a cco rdan ce  w i t h  the sec t io n  is o f  n o  e ffec t .

S e c .  07 .04 020. A D M I N I S T R A T I O N .  U no rg an iz ed
boroughs sha l l be a dm in is te red  by the  D e p a r tm e n t  o f  C o m m u n i t y  
and R eg io na l D e v e lo pm e n t  as p rescr ibed  by  the leg is la ture .

S e c .  0 7 .0 4 .030 . A D V I S O R Y  C O U N C I L .  In  each 
uno rg an iz ed  bo rough  the l i e u t e n a n t  gove rnor , w i t h in  60 days o f  
the es tab l is hm en t o f  u n o rg a n iz e d  bo ro ugh  in  the  m a n n e r  p r o v id e d  
in sec. TO o f  th is cha p te r  shall p rov id e  fo r e le c t io n  o f  an adv iso ry  
c o u n c i l  o f  11 m em be rs . T h e  c o u n c i l  m a y  pa r t ic ip a te  in  an adv isory  
c a p a c i t y  i n  the  d e v e lo pm e n t  and  im p lem e n t a t io n  o f  state 
programs and  p ro je c ts  re la t in g  to  the b o rough . E le c t io n s  o f  
c o u n c i l  m em be rs  shall be h e ld  every fo u r  years.

i

Sec. 07.04.035. C O U N C I L  M E M B E R S H IP .  A t  the t im e  o f  
e le c t io n  and  d u r in g  the ir  tenure  adv iso ry  c o u n c i l  m em be rs  sha l l be 
qua l i f ie d  voters o f  the state and  res idents o f  the boroug lv . A  
vacancy  on  the adv iso ry  c o u n c i l  sha ll be f i l le d  b y  a person 
q u a l i f ie d  fo r e le c t io n  to  the  adv iso ry  c o u n c i l  and  se lected by  
m a jo r i t y  vo te  o f  the r em a in in g  m em be rs  o f  the c o u n c i l .  I f  a 
m a jo r i t y  o f  seats on  the adv isory  c o u n c i l  are vacan t c o n c u r r e n t ly ,  
the l i e u t e n a n t  governor sha l l f i l l  the vacanc ies  b y  a p p o in tm e n t  o f  
persons q u a l i f i e d  fo r e le c t io n  to the adv isory  c o u n c i l .

S e c .  07 .04 .040 . I N C O R P O R A T I O N .  A  percen tage , 
d e te rm in e d  in  a c co rdan ce  w i t h  AS  07.10.020(8), o f  the q u a l i f i e d  
voters o f  an u n o rg a n iz e d  bo rough  m ay  p e t i t io n  for o rg a n iz a t io n  o f  
the bo rough  as a bo ro ugh  o f  the first, second  or th ird  class in  the 
manne r  p r o v id e d  in  AS  07.10 and  07.17, e x ce p t  tha t the p e t i t io n  
need n o t  in c lu d e  matters  re la t in g  to bounda r ie s .
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ARTICLE 2. HOME RULE CHARTERS.

S e c .  0 7 .0 4 .05 0 . A D O P T I O N  O F  C H A R T E R .  A n  
u no rgan ized  bo ro ugh  es tab l ished  u n d e r  th is ch a p te r  m a y  a d o p t  a 
h om e  ru le  charter in  the  m a n n e r  p rescr ib ed  by  A S  29.40.010 - 
29.40.030 and  AS  29.85.110(a) - (d), e x ce p t  tha t th e  adv iso ry  
c o u n c i l  e le c ted  in  a c co rd an ce  w i t h  sec. 30 o f  th is  c h a p te r  sha l l 
p e r fo rm  the du t ie s  ass igned to c i t y  c o u n c i ls ,  and  e x c e p t  tha t  the  
charter c om m is s io n  sha l l cons is t  o f  11 m em be rs . V a can c ie s  o n  the  
charter c om m is s io n  sha l l be f i l le d  in  the  same m a nn e r  as vacanc ies 
on  tire adv iso ry  c o u n c i l .

Sec. 07.04.060. O R G A N I Z A T I O N  T h e  cha r te r  c o m m is ­
s ion sha l l in i t ia te  o rg a n iz a t io n  o f  the b o ro u g h  in  acco rdance  w i t h  
the terms o f  the cha r te r  b y  subm is s io n  o f  th e  cha rte r to  the  
D e p a r tm e n t  o f  C o m m u n i t y  and  R eg io n a l D e v e lo pm e n t .  T h e  c h a r ­
ter sha l l be s u bm it t e d  w i t h i n  o n e  year o f  the f irst m e e t in g  o f  the  
c om m is s io n .  T h e  d e p a r tm e n t  sha l l re v iew  the cha rte r in  l ig h t  o f  
the c ir cum s tan ces  o f the p a r t ic u la r  b o r o u g h  and , w i t h i n  120 days 
f r om  re c e ip t  sha l l t r a n sm it  the  cha rte r , toge ther w i t h  its f in d in g s  
and  r e c om m end a t io n s ,  to  the L o ca l B o u n d a ry  C om m is s io n .

S e c .  07 .04 .070 . H E A R I N G .  T h e  L o c a l  B o un d a ry  
C om m is s io n  sha l l h o ld  a t least one  h ea r in g  in  the area p roposed  to 
be organ ized  for the  p u rp ose  o f  h ea r in g  p u b l i c  c o m m e n t  o n  the  
charter.

S e c .  0 7 .0 4 .08 0 . L O C A L  B O U N D A R Y  C O M M IS S IO N  
D E T E R M I N A T IO N .  T h e  L o c a l B o u n d a ry  C om m is s io n ,  w i t h i n  90 
days f r om  rece ip t  o f  the cha rte r and  the r e c om m end a t io n s  and  
f i n d i n g s  o f  the  D e p a r tm e n t  o f  C o m m u n i t y  and  R eg io n a l 
D e v e lo pm e n t ,  sha l l d e te rm in e  w h e th e r  the cha r te r  meets  standards 
for o rgan iz a t io n  es tab l ished  by the laws and  the  C o n s t i t u t io n  o f  
d ie  S ta te o f  A laska a n d  by  regu la t io ns  a d o p te d  by  the c o m ­
m iss ion .

Sec. 07.04.090. R E J E C T IO N  O F  C H A R T E R .  I f  the Loca l 
B o und a ry  C om m is s io n  de te rm ines  th a t  the  cha rte r fa ils to  m e e t  
the standards for o rga n iz a t io n  it  sha l l re je c t the charte r stat ing in  
w r i t in g  its reasons for the re je c t io n .
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S e c .  0 7 .0 4 .10 0 . A M E N D E D  C H A R T E R .  A  charter 
c om m is s io n ,  w i t h i n  60 days o f  r e je c t io n ,  m ay  prepare and  s u bm it  
to the D e p a r tm e n t  o f  C o m m u n i t y  and  R eg io n a l D e v e lo pm e n t  an 
am ended  cha rte r fa ir ly  m ee t in g  the stated ob je c t io n s  to the 
o r ig ina l cha rte r . T h e  am end ed  charter sha l l be e va lua ted  in  the 
same m a nn e r  as the o r ig in a l charter . N o  m o re  than  on e  or ig ina l 
and on e  am end ed  charter m ay  be s u bm it t e d  w i t h in  one  12 m o n t h  
p e r io d .

Sec. 07.04.110. R A T I F I C A T IO N  O F  C H A R T E R .  I f  the 
Loca l B o u n d a ry  C om m is s io n  de te rm in es  tha t  the cha rter meets 
tire standards for o rga n iz a t io n  i t  sha l l n o t i f y  the l i e u t e n a n t  
governor . As soon  the rea fte r as p ra c t ic ab le  the l i e u t e n a n t  governor 
shall p r o v id e  fo r an e le c t io n  in  the bo rough  o n  the q u e s t io n  o f 
w he the r  or n o t  th e  cha rte r is ra t i f ie d  and  for e le c t io n  o f  the  
off icers p ro v id e d  for in  the charter , l i r e  e le c t io n  sha l l be p receded  
by p u b l i c a t io n  and  po s t in g  o f  the p roposed  cha rte r by  the 
l ie u t e n a n t  governor subs tan t ia l ly  in  the m a nn e r  p ro v id ed  fo r o th e r  
cha rte r e le c t io n s  in  A S  29.85.150.

Sec. 07.04.120. C E R T I F I C A T I O N  O F  R E S U L T S .  I f  a 
m a jo r i t y  o f  the  votes cast by  the q u a l i f i e d  voters o f  the bo rough  
are aga inst r a t i f ic a t io n  the l ie u t e n a n t  governor shall so cer t ify  and  
shall c e r t i fy  th a t  the cha rte r is de fea ted . I f  a m a jo r i t y  o f  the votes 
cast by  the q u a l i f ie d  voters on the q u e s t io n  are in  favo r o f  ra t if ica ­
t io n  the l ie u t e n a n t  g ove rno r shall so ce r t ify  and  dec lare  tha t the 
bo rough  in  w h ic h  the  e le c t io n  was h e ld  is an o rgan ized  bo rough  
and a m u n ic ip a l  c o rp o ra t io n  in  a c co rdan ce  w i t h  the terms o f  the 
charter. T h e  l i e u t e n a n t  governor sha l l also ce r t i fy  the names o f  
those cand ida tes  w ho  rece ived  the greatest n um b e r  o f  votes fo r the 
off ices es tab l ished  by  the charter.

Sec . 07.04.125. V O T E R S ,  E L E C T I O N S  A N D  C O S T S ,  (a) 
A  person is q u a l i f i e d  to vo te  in a b o ro u gh  e le c t io n  a u th o r iz e d  in 
this chap te r  i f  he is q u a l i f ie d  to vo te  in  state e le c t io n s  and i f  he  is a 
res ident o f  the b o rough .

(b) T h e  l ie u t e n a n t  g ove rnor sha l l superv ise e le c t io ns  u nd e r  
th is cha p te r  as p ro v id e d  fo r superv is io n  o f  o th e r  bo rough  e le c t io n s  
und e r  A S  07.10.120(d).
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(c) T h e  state th ro ug h  the o f f ic e  o f  the  l i e u t e n a n t  g ove rno r  
sha l l assume the  costs o f  e le c t io ns  and  cha rte r  p repa ra t io n  u n d e r  
th is chap te r .

*Sec . 2. N o t h in g  i n  the A c t  m ay  be co n s t ru ed  t o  a f fe c t  any 
o rgan iz a t io n  p e t i t io n  p e n d in g  on  the e ffec t iv e  date  o f  th is  A c t .  A l l  
such p e t i t io n s  sha l l be ac ted  u p o n  in  the m a nn e r  p r o v id e d  by  law  
in  e f fec t p r io r  to  the e ffec t iv e  date  o f  th is  A c t .

*Sec . 3. A S  07.05.010 and  A S  07.05.040 are repea led .

*Sec . 4 . T h is  A c t  takes e ffec t J u ly  1,1972.
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A P P E N D IX  D

IN THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

HOUSE BILL NO. 597

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SEVENTH LEGISLATURE-SECOND SESSION

A BILL

F o r  an A c t  en t i t le d :  “ A n  A c t  p r o v id in g  fo r assessment, le vy ,  c o l ­
le c t io n  a nd  d is t r ib u t io n  o f  a p rop e r ty  tax; and  p r o v id in g  fo r an 
e ffec t ive  da te ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

♦Section 1. AS  43 is am end ed  by a d d in g  a n ew  chap te r  to  read:

C H A P T E R  77. P R O P E R T Y  T A X

A R T I C L E  1. L E V Y ,  A S S E S S M E N T  A N D  C O L L E C T IO N .

Sec. 43.77.010. L E V Y  O F  T A X .  A n  annua l tax o f  15 m i l ls  
is le v ie d  each tax year , b e g in n in g  January  1, 1973, o n  the  fu l l  and 
true va lu e  o f  ta xab le  real and  persona l p ro p e r ty  lo c a te d  in  the 
state.

Sec. 43.77.020. E X E M P T IO N S .  T h e  f o l lo w in g  p ro p e r ty  is 
e x em p t  f rom  the tax le v ied  in  sec. 10 o f  th is  chap te r :

(1) an owner-occup ied  s ing le f am i ly  d w e l l i n g ,  and the 
la n d  i t  s tands o n ,  in c l u d in g  b u t  n o t  l im i t e d  to  condom i-



n ium s  to  the e x te n t  o f  the in te res t o f  an  ow n e r ,  and  h o u s e ­
h o ld  goods and  persona l effects , i n c lu d in g  b u t  n o t  l im i t e d  to 
fa rm  e q u ipm e n t ,  i n v e n t o r y ,  m e c h a n ic ’s too ls  and  o th e r  
e q u ip m e n t  necessary to  the bus iness o f  th e  ta xp ay e r  a n d  
o th e r  p ro p e r ty  o f the  ta xp ay e r  o f  any d e s c r ip t io n  o th e rw is e  
ta xab le  u n d e r  th is  chap ter ; h ow e v e r ,  an e x em p t io n  u n d e r  th is  
paragraph m a y  n o t  e x ce ed  $50,000;

(2) p rop e r ty  e x em p t  u n d e r  A S  29.10.336;

(3) u n im p r o v e d  land;

(4) a irc ra f t  w e ig h in g  6,000 p o u n d s  or less;

(5) boats a n d  vessels o th e rw is e  taxed  by  a c i t y  or 
bo rough .

Sec. 43.77.030. C R E D I T .  A  c r e d i t  is a l lo w e d  to an ow n e r  
on  the tax payab le  w i t h  respect to p a r t ic u la r  p ro p e r ty  u n d e r  th is 
cha p te r  equa l to the f u l l  a m o u n t  o f  ad v a lo rem  tax le v ie d  by  a c i t y  
or b o ro ugh  on  the same p rope r ty  fo r the same tax yea r  and  n o t  
satisf ied by means o f  a tax c r e d i t  or by  means o f  a tax in c e n t iv e .

S e c .  4 3.77.040. L O C A L  E E F F O R T  E X C L U S IO N .  N o  
re turn  need  be f i le d  n o r  tax pa id  by any  person w i t h  respect to  
p rqpe r ty  lo c a te d  in  a c i t y  or b o ro u gh  for a ny  tax y ea r  as to  w h ic h  
the D e p a r tm e n t  o f  R evenue  cer t if ies  th a t  the a m o u n t  o f  Lax w h i c h  
w o u ld  be le v ied  u nd e r  th is  c h a p lc r  in  the c i t y  or b o ro u gh  for that 
year exceeds the am o u n t  o f  revenue  raised o r a n t ic ip a t e d  f r om  all 
lo ca l taxes in  the c i t y  or b o ro u g h  d u r in g  the ta x  y ea r  n e x t  
preced ing .

Sec. 43.77.050. A S S E S S M E N T .  Assessment o f  p rop e r ty  in  
u no rg an iz e d  boroughs  sub je c t  to the tax le v ie d  u n d e r  th is c h a p te r  
shall be ca rr ied  o u t  by the o f f ic e  o f  the state assessor in  the 
D ep a r tm en t  o f  C o m m u n i t y  and  R eg io n a l  D e v e lo pm e n t  in  the  
m ann e r  p ro v id e d  in  AS  29.10.373 - 29.10.453 for f irst class c it ie s , 
e x cep t tha t  the state assessor in  the D e p a r tm e n t  o f  C o m m u n i t y  
and  R eg io na l D e v e lo pm e n t  sha l l f u n c t io n  in  p la ce  o f  the  lo c a l
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assessor a n d  a state assessment re v iew  o f f ic e r  sha l l f u n c t io n  in  
p la ce o f  the c i t y  c o u n c i l  s i t t in g  as a board  o f  e q u a l iz a t io n .

S e c .  4 3 .7 7 .06 0 . S T A T E  A S S E S S M E N T  R E V I E W  
O F F I C E R S .  T h e  c om m is s io n e r  o f  c o m m u n i t y  and reg iona l 
d e v e lo pm e n t  sha l l a p p o in t  a t  least f ive q u a l i f i e d  persons to serve at 
h is  p leasu re  as state assessment re v iew  o ff ice rs . A t  least o n e  such 
pe rson  sha l l be a p p o in t e d  from  each o f  the  fo u r  ju d i c i a l  d istr ic ts .

S e c .  43 .77 .070 . C O M P E N S A T IO N ,  P E R  D I E M  A N D  
E X P E N S E S .  State assessment re v iew  off icers rece ive n o  c o m p e n ­
sat ion  b u t  are e n t i t le d  to  per d iem  and  expenses a u th o r iz e d  b y  la w  
fo r boards.

Sec. 43.77.080. P O W E R S  A N D  D U T I E S .  Each  state assess­
m e n t  re v iew  o f f ic e r  has the powers  and  du t ie s  w i t h  respect to  
assessment in  u no rg an iz ed  boroughs o f  a c i t y  c o u n c i l  s it t in g  as a 
boa rd  o f  e q u a l iz a t io n  w i t h  respect to first class c it ies .

S e c .  4 3 .7 7 . ^9 0 .  H E A R I N G S .  T h e  c om m is s io n e r  o f  
c o m m u n i t y  and  reg iona l d e v e lo pm e n t  sha l l assign a n n u a l ly  a t least 
one  state assessment re v iew  o f f ic e r  to hear assessment appea ls at 
ap p ro p r ia te  lo c a t io n s  in each e le c t io n  d is t r ic t .

S e c .  43.77.100. R E A L  P R O P E R T Y  R E C O R D IN G .  T o  
assist in  assessment o f  real p rop e r ty  s u b je c t  to tax u n d e r  th is 
cha p te r ,  n o  recorder m ay  accep t fo r f i l in g  any  d o c um e n t  o f  transf­
er un less the d o c um e n t  shows o n  its face a lega l d e s c r ip t io n  o f  the 
p ro p e r ty ,  the names and  addresses o f  the  b u y e r  and se ller , the date 
o f  the  sale, and  the pu rchase  p r ice , attested to by the transferee, 
e x cep t  t h a t , the recorder m ay  accep t , in p la ce  o f th is  in f o rm a t io n  
on tire d o c um e n t  o f  transfer, a sworn  s ta temen t o f  the transferee 
c o n t a in in g  the same in fo rm a t io n .  T h e  s ta tem en t sha l l bo h e ld  in 
c o n f id e n c e  fo r use o n ly  by the o f f ice  o f  the  state assessor.

S e c .  4 3 .7 7 .11 0 . C O L L E C T I O N  A N D  E N F O R C E ­
M E N T .  T h e  tax le v ied  in  th is chap te r  is p ayab le  in fu l l  to the 
D e p a r tm e n t  o f  R evenue  on S ep tem be r  30 of the tax year . A  
p en a lty  o f  ten per c e n t  shall be added  to  d e l in q u e n t  taxes and 
in te res t at the rate o f  six per c e n t  a year sha l l accrue o n  a l l u n p a id
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taxes, e x c lu d in g  pena lt ie s , f r om  th e  due  date  u n t i l  p a id  in  f u l l .  
C o l le c t io n  o f  the tax le v ie d  in  th is  ch a p te r  sha l l be carr ied  o u t  b y  
the D e p a r tm e n t  o f  R e venue  in  the m a n n e r  p r o v id e d  in  AS  
29.10.4-56 - 29.10.537 a n d  AS  29.10.348 - 29.10.351 fo r  f irst 
class c it ies .

See. 43.77.120. P R O C E E D S  O F  T A X .  M o n e y  co l le c te d  
u n d e r  th is cha p te r  sha l l be d epo s i te d  in  the  genera l fu n d .

Sec. 43.77.130. L I E N  F O R  T A X .  T h e  tax le v ie d  u n d e r  th is 
c h a p te r  and  in teres t and  p en a lty  set o u t  in  sec. 110 o f  th is  c h a p te r  
are l ie n s  u p o n  the p ro p e r ty  assessed and  ta xed . W it h  respect to  
p ro p e r ty  lo c a te d  ou ts id e  an o rgan ized  b o ro u g h  and  ou ts id e  o f  a 
c i t y ,  the  ta x  l iens  p ro v id e d  b y  th is  c h a p te r  are p r io r  and  para ­
m o u n t  to a l l  o th e r  l ie n s  or e n cum b ra n c e s  aga inst the  p rop e r ty  
assessed. W it h  respect to  p ro p e r ty  lo c a te d  in  c it ie s  and  boroughs  
the tax  l ie n s  p ro v id e d  by  th is  ch ap te r  are p r io r  to a l l l ie n s  and  
e n cum b ran ces  aga inst the p ro p e r ty  assessed e x c e p t  l ie n s  fo r  taxes 
le v ie d  by the  c i t y  or b o ro u gh .

S ec . 43.77.140. F A L S E  S T A T E M E N T .  A  person  w h o  
k n o w in g ly  makes a false s ta tem en t in  a re tu rn  req u ired  u n d e r  th is  
c h a p te r  as to  the a m o u n t ,  lo c a t io n ,  k in d  o r value' o f  p rop e r ty  
sub jec t  to ta x a t io n  w i t h  in t e n t  to evade the ta x a t io n  is g u i l t y  o f  a 
m is d em ea n o r  and  u p o n  c o n v ic t io n  is p u n is h a b le  by a f in e  o f  n o t  
m o re  than  $500 or by im p r is o n m e n t  fo r  n o t  m o re  than f ive days, 
or b y  bo th , toge the r w i l n  the  costs o f  p ro s e cu t io n .

A R T I C L E  2. R E V E N U E  S H A R IN G  A M O N G  
U N O R G A N I Z E D  B O R O U G H S .

S ec . 43.77.160. D I S T R I B U T IO N  O F  P R O C E E D S .  T h e  
leg is la ture is a u th o r iz e d  to  app ro p r ia te  each  year as shared revenue  
for the b e n e f i t  o f  u no rg a n iz e d  bo roughs  an am o u n t  equa l to  the 
ne t am o u n t  o f  revenue ra ised u n d e r  th is ch a p te r  in  the p re ced ing  
y ear o n  p rop e r ty  lo ca ted  in  u no rg a n iz e d  boroughs . R e venue  so 
app rop r ia ted  sha l l be adm in is te re d  by the  D e p a r tm e n t  o f  C o m ­
m u n i t y  and  R eg io na l D e v e lo pm e n t .  T h e  d e p a r tm e n t  sha l l h o ld  and

44

u t i l i z e  fo r  the b e n e f i t  o f  each u n o rg a n iz e d  b o ro u g h  an  am o u n t  
d e te rm in e d  in  acco rdance  w i t h  secs. 170 - 190 o f  th is  chap te r .

Sec . 43.77.170. D I R E C T  R E T U R N .  F r om  the a p p ro p r i ­
a t io n  a u th o r iz e d  u n d e r  sec. 160 o f  th is  ch a p te r  an a m o u n t  equa l 
to the ne t  revenue  raised b y  a f ive m i l l  le v y  o n  p ro p e r ty  ta xab le  
und e r  th is  chap te r  w i t h i n  each u n o rg a n iz e d  b o ro u gh  sha l l be he ld  
and  used fo r  the b e n e f i t  o f  th e  u n o rg a n iz e d  b o ro u g h  w h e re  the 
p a r t ic u la r  p ro p e r ty  is lo ca ted .

Sec . 43.77.180. D I S T R I B U T IO N .  R e ve n u e  app rop r ia ted  
u nd e r  sec. 130 o f  th is  cha p te r ,  less revenue  a l lo t te d  in  acco rdance  
•with sec. 170 o f  th is  chap te r , sha l l be h e ld  and  used fo r  the b e n e f i t  
o f  each u n o rg a n iz e d  bo ro ugh  in  acco rdance  w i t h  the ra t io  o f  its 
d is t r ib u t io n  in d e x  to  the  s um  o f  the  d is t r ib u t io n  in d ic e s  o f  all 
u n o rg a n iz e d  boroughs .

Sec . 43.77.190. D I S T R I B U T IO N  I N D E X .  T h e  d is t r ib u t io n  
in d e x  o f  each u n o rg a n iz e d  b o ro ugh  is based u p o n  its w e a l th ,  cost 
o f  serv ices, p o p u la t io n  and  area and is d e te rm in e d  by  the f o l lo w ­
in g  fo rm u la :  p  n p

D  = d is t r ib u t io n  in d e x

F a = average fiscal capa c ity  o f  u no rg an iz ed  boroughs

F p  = fisca l ca pa c ity  o f  the p a r t ic u la r  u no rg an ized  borough

C  = co s t  o f  serv ice w h i c h  is the cos t as d e te rm in ed  by the
state assessor fo r  each tax year in  each pa r t ic u la r  
u n o rg a n iz e d  b o ro u gh  o f  p ro v id in g  e d u ca t io n ,  water, 
sewer , p o l i c e ,  f ire , adm in is t ra t ive  and o ther g ove rnm en t 
services expressed as a percentage o f  the average cos t o f  
such services in  a l l u no rg an iz ed  boroughs .

P = p o p u la t io n  o f  the p a r t ic u la r  u no rgan ized  bo ro ugh  as a 
percen tage o f  to ta l p o p u la t io n  o f  uno rgan ized  boroughs .
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(1) '‘T a x ab le  real a n d  persona l p r o p e r t y ” means p r o ­
p e r ty  n o t  e x em p t  from  ta xa t io n  u n d e r  the c o n s t i t u t io n  and 
laws o f  the  state; p a r t ic u la r ly  the te rm  does n o t  in c lu d e  
p ro p e r ty  e x em p t  u n d e r  sec. 20 o f  th is c h a p te r ,  in  A S  
29.10.342, in  A S  29.10.343 a nd  in  29.10.344; the  term  
o the rw is e  in c lu d e s  p rope r ty  e x em p te d  f r om  ta xa t io n  by 
h om e  ru le  cha rte r p ro v is io n  and  p ro p e r ty  e x em p te d  from  
e x e c u t io n  u nd e r  A S  09;

(2) “ real p r o p e r ty ”  means p rop e r ty  d e f in e d  in  A S  
29.10.552(1);

(3) “ persona l p r o p e r ty ” means p ro p e r ty  as d e f in e d  in 
A S  29.10.552(3) e x c lu d in g  m o n e y  o n  depos it ;

(4) “ u n im p ro v e d  la n d '1 means la nd  w i t h  respect to 
w h ic h  the state assessor in  the  D e p a r tm e n t  o f  C o m m u n i t y  
and  R eg io na l D e v e lo pm e n t  d e te rm in es  tha t  n o  cu rren t p h y s i ­
ca l a d d i t io n  or a lte ra t io n  w h ic h  enhances  t h . u t i l i t y ,  va lue , or 
in c o m e  p r o d u c in g  p o te n t ia l  exists;

• I .
(5) “ fiscal c a p a c i t y ” means the to ta l assessed va lu e  

w i t h i n  an organ ized  bo ro ugh  d iv id e d  b y  its p o p u la t io n .

S e c .  43.77.210. R E G U L A T IO N S .  T h e  D e p a r tm e n t  o f  
C o m m u n i t y  a n d  R eg io n a l D e v e lo pm e n t  and  the D e p a r tm e n t  o f  
R e venue  may ad op t  regu la t ions  as app ro p r ia te  to c a r r y .o u t  the ir  
respect ive du t ies  u n d e r  th is chapter .

♦See. 2. T h is  A c t  takes e ffec t on the day  after its passage and 
app ro va l or o n  the day i t  becom es law  w i t h o u t  approva l .

S e c .  4 3 . 7 7 . 2 0 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r
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A P P E N D IX  E

IN THE  HOUSE BY THE  LOCAL GOVERNMENT COMM ITTEE

SENATE CS FOR  CS FOR HOUSE B ILL  NO. 598

IN  THE  LEG ISLATURE OF  THE STATE OF ALASKA 
SEVENTH LEG ISLATURE-SECOND SESSION

A BILL

F o r  an A c t  en t i t le d :  “ A n  A c t  p r o v id in g  fo r a state tax o n  p r o ­
pe r ty  used in  c o n n e c t io n  w i t h  transpo r ta t io n  o f  u n r e f in e d  o i l  and  
gas; and  p r o v id in g  for an e ffec t iv e  da te ."

BE IT  ENACTED  BY TH E  LEG ISLATURE OF TH E  STATE OF ALASKA: 

♦Section 1. A S  43 is am end ed  by add ing  a n ew  chap te r to  read: 

CHAPTER 56. O IL  AND GAS TRANSPORTATION PROPERTY TAX .

Sec. 43.56.010. L E V Y  O F  T A X .  A n  annua l tax o f  20 m i l l s  
is le v ie d  each tax yea r  b e g in n in g  January 1, 1973, on  the fu l l  and 
true va lue o f taxab le  real and  tang ib le  persona l p roperty  em p lo y e d  
in the transpo r ta t io n  o f  u n r e f in e d  o i l  and  gas. W ith  respect to a 
fa c i l i t y  em p lo y e d  fo r pa r t  o f  a tax year in  such a m anne r  as to 
render i t  ta xa b le  u n d e r  th is  cha p te r  or pa rt ly  so em p lo y e d  for a 
fu l l  tax year , the va lue  o f  the fa c i l i ty  taxab le u nd e r  th is chap te r 
sha l l l)e p r o p o r t io n a te  to  the em p lo ym e n t .  Property taxab le  u nd e r  
th is c h a p te r  does n o t  in c lu d e  property  em p lo y e d  in  the co ns tru c ­
t io n  o f  fa c i l i t ie s  taxab le  u n d e r  th is chap te r  as d is t in c t  from  the  
fac i l i t ies  themse lves . T h e  tax le v ied  u nd e r  th is chap te r does n o t  
app ly  to  p rope r ty  w i t h  respecL to  w h ic h  an ad va lo rem  tax is



pa ya b le  to  a c i t y  or b o ro u gh  o n  January  1, 1972 and  o n  J anuary  1 
o f  a n y  su c ce ed in g  y e a r  d u r in g  w h ic h  a tax is le v ie d  u n d e r  th is 
chap te r .

Sec . 43.56.020. E X E M P T IO N S .  I n  a d d i t io n ,  to  p rop e r ty  
e x c lu d e d  u n d e r  sec. 150(6) o f  th is  chap te r ,  the  f o l lo w in g  p rop e r ty  
is e x em p t  f r om  the tax le v ie d  u n d e r  th is chapter :

(1) p r o d u c in g  o i l  o r  gas leases;

(2) m a c h in e r y ,  ap p l ia n ce s  and  e q u ipm e n t  used in  and
a r o u n d  a w e l l  p r o d u c in g  o i l  n r  gas and a c tu a l ly  used in  the
op e ra t io n  o f  a w e l l ;

(3) o i l  a nd  gas p ro d u c e d  in  the state u p o n  w h ic h  gross 
p r o d u c t io n  taxes are pa id ;

(4) p ip e l in e s  less than  21 in ches  in  d iam e te r .

Sec . 43.56.030. IN  L I E U  O F  O T H E R  T A X E S .  P aym en t  o f  
the tax le v ie d  ur .der th is  c h a p te r  is in  l ie u  o f  a l l  ad va lo rem  taxes 
on  p rop e r ty  s u b je c t  to  tax u n d e r  th is  chap te r  n o w  or he rea f te r 
im p o s e d  b y  the state, o r  by  a c i t y  or a b o ro u gh .

Sec. 43.56.040. A S S E S S M E N T .  Assessment o f  p rop e r ty  
sub jec t  to  the tax le v ie d  u n d e r  th is cha p te r  shall be carr ied o u t  by  
the L o c a l A ffa irs  A gency  subs ta n t ia l ly  in  the m a nn e r  p ro v id e d  in 
AS  29.10.378 • 29.10.453 fo r first class c it ies , e x c e p t  that the
agency shall f u n c t io n  in  p la ce  o f  the lo c a l assessor, and  the State
Assessment R e v iew  Board  sha l l f u n c t io n  in  the p la ce o f  the c i t y  
c o u n c i l  s i t t in g  as a boa rd  o f  e q u a l iz a t io n .

S e c .  43 .5 6 .05 0 . S T A T E  A S S E S S M E N T  R E V I E W  
B O A R D .  T h e  d ir e c to r  o f  lo c a l affairs shall a p p o in t  at least f ive 
q u a l i f ie d  persons to  serve at h is  p leasure as the State Assessment 
R e v iew  Board . A t  least o n e  person sha l l be a p po in te d  from  each o f  
the fo u r  j u d i c i a l  d istr ic ts .

Sec . 43.56.060. P E R  D I E M  A N D  E X P E N S E S .  M em be rs  o f  
the Sta te Assessment R e v iew  Board  shall be com pensa ted  and  arc 
e n t i t le d  to  per d ie m  and  expenses a u th o r iz e d  b y  law  fo r boards.
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Sec. 43.56.070. P O W E R S  A N D  D U T I E S .  T h e  State Assess­
m e n t  R e v iew  Board has the powers  and  du t ie s  w i t h  respect to 
assessment o f  p rop e r ty  ta xab le  u n d e r  th is cha p te r  o f  a c i t y  c o u n c i l  
s it t ing  as a board  o f  e q u a l iz a t io n  w i t h  respect to  f irst class c it ies .

S e c .  4 3 .5 6 .080 . C O L L E C T I O N  A N D  E N F O R C E ­
M E N T .  T h e  tax le v ie d  in  th is  c ap te r  is p a ya b le  in  f u l l  to  th e  
D e p a r tm e n t  o f  R e venue  o n  S e p tem be r  30 o f  the tax year , except, 
tha t , the D e p a r tm e n t  o f  R e venue  m ay  by  regu la t io n  p ro v id e  fo r 
p r e p a ym en t  o f  taxes and  p a ym e n t  by  in s ta l lm en ts . A  pena lty  o f  
ten pe r c e n t  sha l l be added  to  d e l in q u e n t  taxes and  in te res t a t the 
rate o f  e igh t pe r c e n t  per a n n um ,  o r fo u r  percen tage  p o in ts  above 
the per a n n um  rate charged m em b e r  banks for advances b y  the 
12th Fede ra l Reserve D is t r ic t  th a t  p re va i le d  o n  the f irst day o f  the 
m o n t h  p re ced ing  the c o m m e n c e m e n t  o f  th a t  ca le nda r  quarter , 
w h ic h e v e r  is greater, sha l l accrue o n  a l l u n p a id  taxes, e x c lu d in g  
pena lt ies , f r om  the due  date  u n t i l  p a id  in  f u l l .  C o l le c t io n  o f  the 
tax le v ied  u n d e r  th is cha p te r  sha l l be ca rr ied  o u t  by  the D ep a r t ­
m e n t  o f  R e venue  s ub s ta n t ia l ly  in  the m a nn e r  p ro v id e d  in  A S  
29.10.456 - 29.10.537 and  29.10.348 - 29.10.351 fo r  f irst class 
c it ies .

Sec. 43.56.090. L I E N  F O R  T A X .  T h e  tax le v ie d  u nd e r  th is 
chap te r and  in terest and  p en a lty  set o u t  in  sec. 80 o f  th is chap te r  
are l iens u p o n  the p rope r ty  sub je c t  to tax u n d e r  th is chap te r . T h e  
l iens p ro v id e d  by th is sec t io n  are p r io r  and  p a ram o u n t  to a l l o the r 
l iens  or e n cum b ran c e s  u p o n  the same p rop e r ty .

Sec . 43.56.100. F A L S E  S T A T E M E N T .  A  person w h o  
k n ow in g ly  fa ils to f i le  a re tu rn  w h e n  due  o r makes a false state­
m en t  in  a r c t u .n  requ ired  u n d e r  th is  chap te r  as to  the am o u n t ,  
lo c a t io n ,  k in d  or va lue o f  p rop e r ty  s u b je c t  to  ta xa t io n  w i t h  in t e n t  
to evade the ta x a t io n  is g u i l ty  o f  a m isd em eano r  and u p o n  c o n v ic ­
t io n  is p u n is h a b le  by  u f in e  o f  n o t  m o re  than  $1,000, o r by  
im p r is o nm e n t  fo r n o t  m o re  th an  s ix  m o n th s ,  or by b o th ,  together 
w it h  the costs o f  p ro se cu t io n .

S ec . 43.56.110. D E P O S IT  I N  G E N E R A L  F U N D .  'H ie 
annua l revenue  f r om  the tax  le v ie d  u n d e r  th is c h a p te r  shall be 
depos ited  in  the general fu nd .
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S e c .  43.56.120. A U T H O R I Z A T IO N  O F  A P P R O P R IA ­
T I O N .  T h e re  is a u th o r iz e d  to  be ap p ro p r ia te d  to  the  L o ca l 
A ffa irs A g ency  each yea r  an  a m o u n t  equa l to  the  sum  o f  the 
am oun ts  depo s ited  in  the  genera l fu n d  u nd e r  sec. 110 o f  th is 
chap te r , less costs in cu r red  or a n t ic ip a t e d  in  a dm in is t r a t io n  o f  the 
tax fo r  the year o f  le vy .

Sec. 43.56.130. D I S T R I B U T IO N .  As soon  as p ra c t ic a b le  
f o l lo w in g  the a n nua l a p p ro p r ia t io n  p ro v id e d  for in  sec. 120 o f  th is 
chap te r ,  the Loca l A ffa irs A g e n c y  sha l l d is t r ib u te  to  the treasurer 
o f  each ta x in g  u n i t ,  and  sha l l segregate and  h o ld  for the  b e n e f i t  o f  
each u no rg an iz e d  b o ro ugh , an am o u n t  w h i c h  bears the  same ra t io  
to the  to ta l am o u n t  o f  the a n n u a l a p o ro p r ia t io n  u n d e r  sec. 120 of 
th is cha p te r  as the d is t r ib u t io n  in d e x  o f  the g o ve rnm en ta l u n i t  
bears to the sum  o f  the  d is t r ib u t io n  ind ices  o f  a l l g o v e rnm en ta l 
un its .

Sec. 43.56.140. D I S T R I B U T IO N  IN D E X .  'H ie d is t r ib u t io n  
in dex  o f  each go ve rnm en ta l u n i t  is based on its co s t  o f  services, 
wea lth  and  p o p u la t io n  and  is d e te rm in e d  a n n u a l ly  in  a c co rdan ce  
w it h  the f o l lo w in g  fo rm u la :

where

D  ® d is t r ib u t io n  in d e x

P - to ta l p o p u la t io n  o f  the g o ve rnm en ta l u n i t  as a p e r c e n ­
tage o f  the s ta tew id e  to ta l p o p u la t io n

C  = cost o f  serv ice in d e x

Fp  = fiscal c a pa c ity

F a = s ta tew ide fiscal c a p a c ity .
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Sec. 43.56.150. D E F I N I T I O N S .  In  th is chap te r

(1) “ cos t o f  serv ice i n d e x ” means th e  ra t io  as d e te r ­
m in e d  by  the Loca l A ffa irs A g e n c y  o f  th e  average cos t o f  
mater ia ls  and  persona l serv ices, w e ig h ed  e q u a l ly ,  in  a p a r t ic u ­
la r  gove rnm en ta l u n i t  t o  th e  average cost o f  mater ia ls  and  
persona l serv ices in  the state as a w h o le  fo r each tax  year; in  
d e te rm in in g  the cost o f  serv ice in d e x  the state assessor m ay  
u t i l iz e  such standards o f  reference as federa l cost o f  l i v in g  
data , state em p lo y e e  reg iona l pay  d if fe ren t ia ls  and  o the r  
measures and standards w h ic h  in  h is  o p in io n  tend to re f le c t 
co s t  d if fe ren t ia ls  o f  c o n s t r u c t io n  mater ia ls , labo r , a nd  o th e r  
c om p o n e n ts  o f  the overa l l cos t o f  lo c a l  g o v e rnm en t  opera ­
t ions ;

(2) " f isca l c a p a c i t y ” means th e  ra t io  o f  to ta l taxab le  
assessed va lue  to  to ta l p o p u la t io n  in  a g o ve rnm en ta l un it ;

(3) ‘‘gove rnm en ta l u n i t "  means an o rgan ized  borough  
o r a c ity  le v y in g  ad va lo rem  taxes w h e th e r  lo ca ted  in s id e  or 
ou ts id e  an organ ized  b o ro u g h ,  and an u no rgan ized  bo rough ;

(4) “ s ta tew ide fiscal c a p a c i t y ”  means the ra t io  o f  tota l 
ta xab le  assessed va lue  to  to ta l p o p u la t io n  fo r the state as a 
w ho le ;

(5) “ taxab le  real and  tang ib le  persona l p rop e r ty "  
means p rop e r ty  n o t  e x em p t  from  ta xa t io n  und e r  the co n s t i ­
t u t io n  a n d  laws o f  the state o r o f  the U n it e d  States, b u t  docs 
n o t  in c lu d e  any  subsurface estate or p r o p e i t y  used in  a 
co n sum e r  d is t r ib u t io n  system; the te rm  in c lu des  otherw ise  
ta xab le  p rop e r ty  e x em p te d  f rom  ta xa t io n  u nd e r  h om e  ru le  
o rd in a n c e  o r charter;

(6) “ ta x in g  u n i t ”  means any o rgan ized  bo ro ugh  or c ity  
le v y in g  ad va lo rem  taxes w h e th e r  lo c a te d  in s id e  o r ou ts ide  an 
o rgan ized  bo rough .

S e c .  4 3 .56 .160 . R E G U L A T IO N S .  T h e  L o ca l A ffa irs 
A gency  and the D e p a r tm e n t  o f  R e ven u e  m ay  a d op t  regu la t ions  as
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ap p ro p r ia te  to  carry  o u t  th e ir  respec t ive  d u t ie s  u n d e r  th is  chap ter , 
i n c lu d in g  regu la t ions  g o ve rn ing  d e t e rm in a t io n  o f  the  p o p u la t io n  
v a lu a t io n  and  cos t factors in  sec. 140 o f  th is  chap te r .

*S cc . 2. T h is  A c t  takes e f f e c t  o n  the d a y  after its. passage and  
app ro va l o r  on  th e  day i t  b e com es  la w  w i t h o u t  app ro va l .

A P P E N D IX  F

IN  THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SEVENTH LEGISLATURE-SECOND SESSION

A BILL

F o r  an A c t  e n t i t le d :  “ A n  A c t  p r o v id in g  fo r e q u a l i z a t io n  o f  lo c a l 
tax resources; a nd  p r o v id in g  fo r an e ffec t iv e  d a te ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

^ S e c t io n  1. A S  43 is am end ed  by a d d in g  a n ew  ch a p te r  to read:

CHAPTER 17. STATEWIDE TAX RESOURCE EQUALIZATION.

Sec. 43.17.010. P U R P O S E .  T h e  pu rpose  o f  th is c h a p te r  is 
to p ro v id e  for e q u ita b le  a l lo c a t io n  o f  tax resources am o n g  lo c a l 
g o v e rnm en t  u n i t s  organ ized  and u no rg a n iz e d ,  a nd  to in su re  tha t 
no  area suffers im p o v e r is hm e n t  o f  necessary p u b l i c  serv ices , re la ­
t ive to o th e r  areas, because o f  the ch a nc e  lo c a t io n  o f  taxab le  
w ea lth  w i t h in  the  state.

S e c .  43 .17 .020 . D E T E R M I N A T IO N  O F  V A L U E  I N ­
C R E A S E .  As soon as p ra c t ica b le  f o l lo w in g  c o m p le t io n  o f  assess­
m e n t  ro l ls  fo r the tax year b e g in n in g  January  1, 1973 and each  tax 
y ea r  therea fte r , the state assessor sha l l ascerta in and  ce r t i fy  fo r 
each g o ve rnm en ta l u n i t  the am o u n t  by w h ic h  the  va lue  o f  taxab le  
p rope r ty  w i t h in  the g ove rnm en ta l u n i t  as o f  January  1, 1973, and



each y e a r  the rea fte r , exceeds the v a lu e  o f  the  ta xab le  p rop e r ty  
w i t h in  the  g o v e rnm en ta l  u n i t  as o f  January  1 o f  th e  p re ced ing  
year . T h e  a m o u n t  o f  s uch  excess is the  a n n u a l va lue  increase o f  the  
g o v e rnm en ta l  u n i t .

Sec . 43.17.030. R E T A IN E D  R E V E N U E ,  (a) F o r ty  pe r 
c e n t  o f  the n e t  revenue  raised b y  the a n n u a l a p p l i c a t io n  o f  the m i l l  
rate le vy  o f  each  ta x in g  u n i t  to  the va lue  increase o f  the  tax  base 
o f  the t a x in g  u n i t  m a y  be re ta in ed  a n d  e x p e n d e d  b y  the  ta x in g  
u n i t  in  w h i c h  the  increase o ccu rred .

(b) F o r t y  per c e n t  o f  the  n e t  revenue  ra ised by  the  annua l 
a p p l i c a t io n  o f  the  m i l l  rate le v y  im p o s e d  u n d e r  A S  43.77 to  the  
va lue  increase o f  each u no rg an iz e d  b o ro u g h  m ay  be  ap p ro p r ia te d ,  
h e ld  a n d  used fo r the  b e n e f i t  o f  u n o rg a n iz e d  bo rough s  in  the  
m a n n e r  p r o v id e d  in  A S  43.77.160.

S e c .  43.17.040. E Q U A L I Z A T IO N  R E V E N U E ,  (a) A n  
a m o u n t  equa l to 60 pe r c e n t  o f  the ne t revenue  ra ised b y  the  
an n u a l a p p l i c a t io n  o f  the m i l l  rate le vy  o f  each ta x in g  u n i t  to  the 
va lue  increase o f  the ta x in g  u n i t  sha l l  be r em it t e d  to  the  D e p a r t ­
m e n t  o f  R e ven u e  fo r  d epo s it  in  the genera l fu nd  o f  the state n o t  
la ter than  D e c em b e r  31,1973 and  each year thereafter .

(b) A n  a m o u n t  equa l to  60 per c e n t  o f  the n e t  revenue  ra ised 
by the a p p l i c a t io n  o f  the m i l l  rate le v y  im posed  u n d e r  A S  43.77 to  
the va lu e  increase o f  each u no rg a n iz ed  b o ro u gh  sha l l be c o l le c t e d  
b y  the  D e p a r tm e n t  o f  R evenue  fo r d epo s it  in  the  genera l f u n d  o f  
the state n o t  la te r th an  D e c em b e r  31, 1973 and each y ea r  th e re ­
after.

S e c .  43 .17 .050 . S T A T E W ID E  T A X  E Q U A L I Z A T I O N  
F U N D .  T h e r e  is a u th o r iz e d  to be ap p ro p r ia te d  each y ea r  an 
a m o u n t  equa l t o  the sum  o f  the  am ou n ts  d epos ited  in  the  genera l 
fu n d  u n d e r  sec. 140 o f  th is  chap te r . T h e  a m o u n t  ap p ro p r ia te d  
u n d e r  a u th o r i t y  o f  th is  sect ion  is the s ta tew id e  tax e q u a l iz a t io n  
fu n d  w h ic h  sh a l l  be adm in is te red  b y  the D e p a r tm e n t  o f  C o m m u n ­
ity  and  R e g io n a l D e v e lo pm e n t .
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Sec. 43.17.060. D I S T R I B U T IO N .  As soon  as p ra c t ic a b le  
f o l lo w in g  a p p ro p r ia t io n  o f  t h e  s ta tew ide  ta x  e q u a l iz a t io n  fu n d  
p ro v id e d  fo r  i n  sec. 50 o f  th is c h a p te r ,  the D e p a r tm e n t  o f  
C o m m u n i t y  a n d  R e g io n a l D e v e lo pm e n t  sha l l d is t r ib u t e  to  the 
treasurer o f  each ta xm g  u n i t ,  and  sha l l segregate a nd  h o ld  fo r the 
b e n e f i t  o f  each u no rg a n iz e d  bo ro ugh  an am o u n t  w h ic h  bears the 
same ra t io  to the to ta l am o u n t  o f  the  s ta tew ide  tax  e q u a l iz a t io n  
fu n d  as the  d is t r ib u t io n  in d e x  o f  each  go ve rnm en ta l u n i t  bears to  
the sum  o f  the d is t r ib u t io n  in d ic e s  o f  a l l  g o v e rnm en ta l u n it s .

Sec. 43.17.070. D I S T R I B U T I O N  F O R M U L A .  T h e  d is t r i ­
b u t io n  in d e x  o f  each g o v e rnm en ta l  u n i t  is based on  its cos t o f  
services, w ea lth ,  p o p u la t io n  and  lo c a l  tax e f fo r t  and  is d e te rm in e d  
in  a cco rdance  w i t h  the f o l lo w in g  fo rm u la

P C L F .

where

D  = d is t r ib u t io n  in d e x

P = c iv i l ia n  p o p u la t io n  o f  the g ove rnm en ta l u n i t  as a
percen tage o f  the s ta tew id e  c iv i l ia n  p o p u la t io n

C  = cos t o f  serv ice in d e x

L  = lo c a l  tax  e ffo r t

F p  = f isca l capac ity

F a = s ta tew id e  fisca l capa c ity .

Sec. 43.17.080. D E F IN I T I O N S .  I n  th is  chap ter

(1) “ ta x in g  u n i t  means any organ ized borough  or c ity  
le v y in g  ad v a lo rem  taxes w he the r  lo ca ted  w i t h in  or ou ts ide 
an  organ ized  bo rough ;

55



(2) “ gove rnm en ta l u n i t ” means an organ ized  bo ro ugh  
or a c i t y  l e v y in g  ad v a lo rem  taxes w h e th e r  lo ca ted  w i t h i n  or 
o u ts id e  an  o rgan ized  b o ro u g h ,  and  an u no rg an iz e d  bo rough ;

(3) “ f isca l c a p a c i t y ” means the  ra t io  o f  to ta l ta xab le  
assessed va lu e  to to ta l p o p u la t io n  w i t h i n  a g o ve rnm en ta l u n i t ;

(4) “ s ta tew ide f isca l c a p a c i t y ” means the ra t io  o f  to ta l 
ta xa b le  assessed va lue  to to ta l p o p u la t io n  fo r  the state as a 
w h o le ;

(5) “ lo ca l tax e f f o r t” means the  ra t io  o f  to ta l revenue 
ra ised f r om  ad v a lo rem  taxes w i t h i n  each go ve rnm en ta l u n i t ,  
i n c lu d in g ,  as a p p l ic a b le ,  the tax le v ie d  u nd e r  A S  43.77, to  the 
to ta l assessed va lu e  o f  ta xab le  p ro p e r ty  w i t h i n  the  g ove rn ­
m en ta l  u n i t ;

(6) “ cos t o f  services i n d e x ” means the cos t as d e te r ­
m in e d  b y  the state assessor in  the  D e p a r tm e n t  o f C o m m u n i t y  
a nd  R eg io n a l D e v e lo pm e n t  fo r each tax year in  each p a r t i c u ­
la r  g o v e rnm en ta l u n i t  o f  e d u c a t io n ,  sewer, wa te r , p o l ic e  and 
f ire  p r o te c t io n ,  road c o n s t r u c t io n  and  o th e r  g o ve rnm en ta l 
serv ices expressed as a pe rcen tage  o f  the average cos t o f  those 
serv ices in  the  state as a w h o le .

Sec. 43.17.090. R E G U L A T IO N S .  T h e  D e p a r tm e n t  o f 
C o m m u n i t y  a nd  R eg io n a l D e v e lo pm e n t  m ay  a d o p t  regu la ­
t io ns  necessary or ap p ro p r ia te  to  carry o u t  the  pu rpose  o f 
th is  chap te r .

*Soc . 2. T h is  A c t  takes e f fe c t  o n  the  day after its passage 
a n d  app ro va l or on the day i t  b e com es  law  w i t h o u t  app ro va l .
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E X T R A  S E S S IO N  
C H A P T E R  21—S.F.No.10

[Coded]

A n  n e t  r e l a t i n g  t o  m e t r o p o l i t a n  d e v e l o p m e n t ;  p r o v i d i n g  :'■> 
a l l o c a t i o n  a m o n g  g o v e r n m e n t a l  u n i t s  o f  i n c r e a s e s  i n  t h e  
v a l u a t i o n  o f  c o m m e r c i a l - i n d u s t r i a l  p r o p e r t y ’ w i t h i n  t h e  m e t r e ; . ,  
a r e a ;  p r o v i d i n g  a f o r m u l a  f o r  t h e  d h i r i h u t i o n  o f  a d d i t i o n a l  r , j ,  
t o  m u n i c i p a l i t i e s  w i t h i n  t h e  m e t r o p o l i t a n  a r e a ;  c r e a t i n g  c< 
a c c o u n t s  i n  t h e  s t a t e  t r e a s u r y ;  a n d  a p p r o p r ia t in g  m o n e y .

R e  it. enacted by  the L eg is la tu re  o f  the  S t a le  o f  M innesota:

Sect ion 1. [473F.011 M E T R O P O L I T A N  A R E A S ;  1)181 U! 
T I O N  O P  R E V E N U E S ;  P U R P O S E .  T h e  le g is la t u r e  finds it d ^ i r  
to im p ro ve  the re v e n u e  ra is in g  and  d is t r ib u t io n  system in t!r. 
c o un ty  T w in  C it ie s  a rea  to a ccom p l is h  the f o l lo w in g  objectives:

(1) T o  p rov id e  a way  fo r loca l g o v e rnm en ts  to share 
resources genera ted  b y  the g row th  o f  the  a rea , w ith o u t  removirg 
resources w h ic h  loca l g o v e rnm en ts  a lr e a dy  have;

(2) To increase th e  l ik e l ihood  o f  o rd e r ly  u rb an  develop::*' > 
re d u c in g  the im pac t  o f f isca l cons id e ra t io ns  on the Im-a*:- 
bus iness and re s id en t ia l g row th  and  o f  h ig hw ay s ,  transit f.;-. 
and  a irports;

(3) T o  estab l ish in c e n t iv es  fo r a l l  parts o f  the area to work !■ 
g row th  o f the area as a who le;

(4) T o  prov ide  a w ay  w h e reby  the  a r e a ’s resources can !« : 
a v a i la b le  w i t h in  and  th rough  the  e x is t in g ,  system of local }:••*■ 
merits and  loca l dec is ion  m ak ing ;

(5) T o  h e lp  com m un it ie s  in d i f f e r e n t  stages o f developin' * 
m a k in g  resources in c rea s ing ly  a v a i la b le  to com m un it ie s  at t!:■*>• • 
stages o f d e ve lo pm en t  aw! re d e v e lo pm en t  w h e n  f inanc ia l pri ­
on them  are the greatest;

(0) To  encourage  protect ion o f  the  e n v i r o nm e n t  by redu c .  
im p a c t  o f f isca l cons idera t ions so th a t  f lood p la in s  can be p--1" 
and  la nd  for parks a nd  open space can be preserved; and

(7) To  p rov ide  for the d is t r ib u t io n  to m un ic ip a l i t ie s  of ae«!/ 
revenue:; genera ted  w i t h in  the area or f rom  outs ide sources p 
to o th e r  leg is la t ion .

Sec. 2. [173F.02] D E l T N T n O N S .  S ubd iv is io n  1. Th. / 
d e f in ed  in t'ds sect ion sha l l have  i h e  m e a n in g s  there in a-'vr 
them  fo r pu osos o f  th is act unless < o n to x t  o therw ise  iv.p:i:v>.
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S i i lu ! .2. "Atv;:” m eans  Oil- te rr ito ry  in c lu ded  w i t h in  the bound 
t>f A n n ie ,  C a rv e r ,  Dakota , IIc*n>ic*j>itir Kamsey, Scott, and 

•d.iuglon count ies .

S i i IkI. 3. '‘C ommerc ia l- indus tr ia l p rop e r ly"  means l lu :  f(»5!*.»\vliijr 
/o.M.iw of p rop e r ly ,  as de f in ed  in  M in n e so ta  S ta tu tes , Sect ion 

e x c lu d in g  i l i a i  po rt io n  o f such p rop e r ly  (a) w h ich  may, hy law , 
r-titute the la x  base fo r a tax in c rem en t  p ledged pu rsuan t to 
; i.scsnta S ta tu tes , S ec t ion  4fi2..r>S5 or Sect ion  'I'M. 10, to the ex ten t  
• wh i le  such tax in c r em e n t  is so p ledged; (It) w h ich  may , by law , 

itiitc» the la x  base fo r ta x  revenues  set as ide and pa id  over for 
•,!i: to a s in k in g  fu n d  pu rsu an t to d irec t io n  o f  the c ity  counc i l in  
.•rdance w i t h  Law s  19G3, C h a p te r  SS I, as am ended , to the ex ten t 
-.tsueh revenue? are so treated in any  year; o r (c) w h ic h  is exemp t

• .:a taxat ion pu rsuan t to M in n eso ta  S ta tu tes , Sect ion  272.02;

la) T ha t po rt io n  o f class 3 p roperty  cons is t ing  o f  stocks o f
• r.handise and  fu r n i t u r e  and f ix tu re s  used th e rew ith ;  manufactur- 
•• materials and  m anu fa c tu re d  art ic les ; and tools, im p lem en ts  and
••r.inery, w h e th e r  f ix tu re s  o r o therw ise . •

di) C lass 3h property .

•c) Class 3j property .

nl) T h a t  port ion  o f  class <1 property  w h ic h  is e ither used or zoned
• .'sc for a ny  com m e rc ia l or in dus tr ia l purpose, excep t for such 
>.Tiy w h ic h  i.*, or, in the case o f property  und e r  const ruc t ion , w i l l  
: completed be used e x c lu s iv e ly  for res iden t ia l occupancy and tlr.

••Mini o f  serv ices to res iden t ia l occupants thereof, l ’roperty shall
• e i . le red  as used e x c lu s iv e ly  fo r res iden t ia l occupancy on ly  i f  

; "f not less than  30 percen t o f  its occup ied res iden t ia l un its  is, or,
■ vv.i.so o f property  u nd e r  cons truc t ion , w i l l  w l -n comp le ted  be 
.;*k'il u nde r an o ra l or v. r i l l  on ag reem en t for c c u p n n c y  ove r a 
'•.minus per iod of not les". thar. tit) days,

!; the c la s ' i f ic a t io . i  o i property  prescr ibed by sect ion 273.13 is
• fled by le g is la t iv e  am endm en t ,  the  re ferences in this subd iv is ion  

tic to such successor class or classes o f p roper ly , o r portion?
'.of, as embrace  th e  k inds  o f property  des igna ted  in th is  subdivi-

"•i That property  v a lu ed  and assessed unde r  M inneso ta  S ta lt i les ,
' m 273.13, S u bd iv is io n  U .

•s"!*ul. <1. ‘'lJe.’i d e i i l i a l  p roperty"  mean? the follow in g  categoric-, 
pi'erly, as d e f in e d  in M inneso ta  S ta tu tes , Sect ion  2i’3.13, 
‘:*ig that po rt ion  o f such property  exempt from  taxa t ion  

•: ut to M inue : .o la  S ta tu tes , Sect ion  272.02:

•* Class 3b p roperty
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(b) Class 3c property

(c) C lass 3cc property

(<1) Class 3f property

(c) A nd  th a t  po rt io n  o f  C lass -1 property  used exchiMwP. ' 
re s id en t ia l occupancy .

(f) T h a t  p roperty  va lu ed  and  assessed unde r M innesota Stn'-r 
S ec t io n  273.13, S u bd iv is io n  17.

Subd . 5. ' 'Gove rnm en ta l u n i t ” m eans a coun ty , city, vi!!:,.- 
boroug lt ,  town , school d is tr ic t , or o the r t a x in g  u n i t  or body •••.•' 
le v ie s  ad v a lo rem  taxes in w ho le  o r in  part w it h in  the area.

Subd . G. " A dm in is t r a t iv e  aud ito r"  means the  person <*■!»••• 
p u rs u a n t  to sect ion 3.

Subd . 7. "Popu la t io n"  means the most recent estimate >■: : 
p o pu la t io n  o f a m u n ic ip a l i t y  made by  the m e tropo l i tan  c<>nr..t; .• 
f i le d  w i t h  the s la te  aud ito r . T h e  coun c i l  sha l l a n n u a l ly  cstiin.it* 
p o pu la t io n  o f  each  m u n ic ip a l i t y  as o f  a date w h ic h  it deicrnfu;* •.. 
m  the case o f a m u n ic ip a l i t y  w h ic h  is located pa r t ly  w ith in  a n d ; .• 
w i t h o u t  the area, the proport io n  o f the to ta l w h ich  resides wit!’:: 
area , a nd  sha l l p rom p t ly  the rea fte r f i le  its est imates with i!a 
a ud ito r .

Subd . 8. "M u n ic ip a l i t y "  means a c ity , v i l la g e ,  borough, t»w 
tow n sh ip  located in w ho le  o r  part w i t h in  the area. I f  a muni* ; . 
is located pa rt ly  w i t h in  and pa rt ly  w i t h o u t  the area, the r» u  n- • 
th is  act to property  or any  po r t : i thereo f sub jec t to t.«\.$■. ' 
t a x in g  ju r is d ic t io n  w i t h in  the n i c ip a l i ly  arc to such propr*.; 
po r t io n  thereo f as is located in ti port ion  o f i h o  munic ipa lity "•* '
the  area, excep t that the f isca l i . ie i t v  o f  such a i.timicipaiit. . 1
be com pu ted  upon  the basis o f ,e v a lu a t io n  and population ■ ■’ ' 
e n t i r e  m u n ic ip a l i t y .

Subd . 0. " Q u a l i f y in g  m u n ic ip a l i t y "  means each city. vi!!.. • 
b o r o u g h  wh ich  is located in  w ho le  or in  part w i t h in  the ir.etr»p 
area and  w h ic h  has a popu la t io n  o f  .not less than 2500.

Subd . 10. "Coun ty"  means each coun ty  in w h ic h  a ja-*' r  
ta l u n i t  is located in w ho le  o r in part.

S ubd . 11. "Loca l ly  ra ised revenues" means the t"'-!: 
rece ip ts  o f  a m u n ic ip a l i t y ,  i n c lu d in g  those o f i is cons iU u*  
hoards, comm iss ions , and  o ther bodies, from  a l l source.- . :
purposes, reduced by the expenses, i n c lu d in g  a reasonable 
fo r d ep rec ia t io n  o f  cap ita l assets, in cu rred  in the opera’.. •: 
m u n ic ip a l i t y  o f  fa c i l i t ie s  fo r the p roduc t ion  or sale '
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; t r. Ik -!-.!., u r  te lephone  serv ice , excep t tha t  lo ca l ly  ra ised 
..aia*s sha l l not in c lu de :

la) L i  v c iu ie s  d e r iv e d  from  the opera t ion  o f m un ic ip a l  l iq uo r
•res:

(!•) P ub l ic  g ia u l s ,  as de f in ed  in  subd iv is io n  17, except tha t for 
.-..uses o f th is  subd iv is io n  the am o u n t  prescr ibed by c lause (2) of 
. s’j iv is ion 1G sha l l l<e m u l t ip l i e d  by 10;

ic) G ran ts  or g i f ts  from  p r iv a te  persons, unless made by an e n t i ty
• riijit from ad v a lo rem  ta xa t io n  in  an  am o u n t  w h ic h  does not 
■....id the ad va lo rem  ta x  w h ic h  w o u ld  have  been payab le  by the 
v.y d u r in g  tha t y e a r  f o r  the  benefit , o f  the  rec ip ien t i f  the
• r.iption d id not ex is t ; and

Id) T h e  proceeds o f  a ny  indeb tedness in cu rred  by the  mun ic ipa l i-

The pub l ic  e x am in e r  sha l l c e r t i f y  the lo ca l ly  ra ised revenues of 
.n u n ic ip a l i l v  for each y e a r  to the  s tate a ud ito r  not la ter than

• M n b e ;  1 o f the subsequent year . I f  the f isca l year o f a 
.' ic ipa l ity ends on a da te  o ther th an  D e cem be r  31, the ce r t if ica t io n  
... it late to the fisca l y ea r  w h ic h  ended  in the ca lenda r year 

•..••ling that in w h ic h  the  c e r t i f ic a te  is requ ired  to be made, and 
so  nces in th is act to the lo ca l ly  ra ised revenues o f  a m un ic ip a l i t y

specified y ea r  sha l l be deem ed  to re fe r  to the f isca l y e a r  ended in
• ‘pccified ca le nda r  year .

N ibd . 12. “Market, va lue"  o f  rea l p ro p e r ly  w i t h in  a m u n ic ip a l i t y  
ss the "acturd market va lue"  o f  rea l property  w it h in  the 

. k ipa l i ty , d e te rm in ed  in  the m a n n e r  and  w it h  respect to the 
;;• I ly  described for school district!; in  M inneso ta  S ta tu tes , Sect ion 

.Subdiv is ion 4, excep t tha t  no ad ju s tm en t shall be made for 
ei ly  on w h ic h  taxes are pa id in to  the  s la te  treasury unde r gross 

“ nigs tax laws ap p l ic a b le  to c om m on  ca rr ie r  ra ilroads . F o r  
•p'i.cs o f th is ac\, the e .pm li/ .at ion a id  re v iew  comm it te e  sha l i 
••■.Ily make d e te rm in a t io n s  and  reports w i t h  respect to each

• c ipa l ity  w h ich  a re  com pa rab le  to those it makes for school 
•r.'.'ls und e r  M in n eso ta  S ta tu tes , S ec t ion  124.211, Subd iv is io n  3, in
• >nmc m anne r  and  at the same t im es  as are prescr ibed by that 
''•'vision. T im  a u d it o r  oT each c o un ty  and  the comm iss ioner oT 
-tion shall a n n u a l ly  d e te rm in e  and  c e r t i f y  to the state aud ito r , for 
i SiMnioipality , in fo rm a t io n  com pa rab le  to that requ ired  of each of 
; .by sect ion 475.53, subd iv is io n  4, fo r  school d istr icts , as soon as 
‘cab le  a f te r  i: becomes a v a i la b le .  T h e  state aud ito r  shall then 
• 'lie the market value, o f  p rope rty  w :' b in  each m un ic ip a l i t y .

•v ibd. 13. ' V a lu a t io n "  means th e  m a rke t v a lu e  o f rea l property 
•'••a a m un ic ip a l i t y .
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Subd . 14. “ F is ca l c a pa c ity ” o f  a m u n ic ip a l i t y  moans its 
t io n , d e te rm in ed  as o f  Janua ry  2 o f  a n y  y ea r ,  <1K‘ td  
p o pu la t io n ,  d e te rm in e d  as o f  a date  in  the same year .

Subd . 15. " A ve ra g e  fisca l ca pa c ity ” o f  m un ic ip a l i t ie s  m.efcr... 
s um  o f  the  va lu a t io n s  o f  a l l  m un ic ip a l i t ie s ,  d e te rm in e d  as of 
2 o f  a ny  year , d iv id e d  by the  sum  o f  th e ir  popu la t io ns , detcrmir.v 
o f  a da te  in  the  sam e year .

Subd . 1G. "F is ca l e f f o r t ” o f  a m u n ic ip a l i t y  fo r any  year 
its lo ca l ly  ra ised revenues  in  th a t  year , d iv id e d  by its va lua t ion ir. 
year .

Subd . 17. " P ub l ic  g rants" m eans  (1) the  s um  o f all tn 
re ce ived  by a m u n ic ip a l i t y  p u rs u a n t  to M in n e so ta  Statutes. S. .-y 
273.13, S ubd iv is io n s  3 a n d  15 (4), 273.09, S ubd iv is io n  S, '*.•< 
S u b d iv is io n  4, 297.13, 297A.51 to 2D7A.G0, and  340.60; and c 1- 
te n th  o f a l l o t h e r  moneys rece ived by a m u n ic ip a l i t y  from t i n - : 
a n d  s ta le  g o v e rnm en ts ,  and  th e ir  agenc ies  a nd  po l i t ic a l sub'll;;- 
u n d e r  p rog ram s o f  in te rg o v e rnm en ta l  a ids a n d  g ran ts  distribute 
fo rm u la  or upon  app l ic a t io n . T h e  jm b l i e  e x am in e r  shall cut;';, 
p u b l i c  g ran ts  o f  each m u n ic ip a l i t y  fo r each y ea r  to the  slate 
no t  la te r  than  S ep tem b e r  1 ot the subsequen t year.

Subd . 18. "A d ju s te d  f isca l capac ity"  o f  a m un ic ipa l i ty  
the  p roduc t o f  its f isca l capac ity  and  the  s um  o f  its locaily : .  
re venues  and p u b l i c  g ran ts , d iv id e d  by its lo ca l ly  ra ised rovciu’a •

Subd . 19. "Base ad ju s ted  f isca l capac ity"  fo r nu in ic ip i. l it: . 
a n y  y ea r  mean*, the  h ighes t  ad jus ted  fisca l c a pa c ity  o f  any que.hf. 
m u n ic ip a l i t y  in th a t  year.

S ubd . 20. “ M e t ropo l i ta n  area m u n ic ip a l  e q u i t y  accour.:' 
"m u n ic ip a l  e q u i t y  account" means the  moneys deposited in the ; 
treasury  and  c red ited  to the accoun t , for d is t r ib u t io n  to nuitiici;-;.' 
in  accordance w i t h  ib is  act, p u rsuan t to o th e r  leg is la t ion . A • 
po l i t a n  area m u n ic ip a l  eq u ity  a ccoun t is h e reby  establish*."! 
s ta te  treasury .

Subd . 21. "M e tro po l i t a n  counc i l"  or " co un c i l” means lb*1 • 
po l i t a n  counc i l created b y  M in n eso ta  S ta tu tes ,  C h a p te r  47311.

Subd . 22. “ L evy"  m eans the am ou n t  ce r t i f ie d  to the c 
a u d it o r  p u rsuan t to M in n eso ta  S ta tu tes , C h a p t e r  275, less M i c ­
t ions  made by the a u d it o r  p u rsuan t to a n y  prov is ion  '•••• 
d e t e rm in in g  the am o u n t  to be spread aga in s t  ta xab le  p rope rty .

Sec. 3. [473F.03] A D M I N I S T R A T I V E  A U D IT O R .
1. O n  or before J u ly  1 o f 1972 and each subsequen t even ir.rr.’* 
y e a r  the  aud ito rs  o f  the  count ies  w i t h in  the a rea  sha l l  meet s', 
o f  the a u d it o r  o f  H e n n e p in  co un ty  and e le c t  f rom  nas-'Y :

Changes  or add it ions ind icated by under l ine , de let ions by



o;u' a u d it o r  to servo as a* 1 n i !:• i < r t i v t i  a u d ito r  fo r a per iod o f 
j  w a rs  and  u n t i l  ids successor is e lected . I f  a m a jo r i t y  is u na b le  

u pon  a person to serve as adm in is trat ive* aud ito r , the  s ta le  
iitor slia!! a p j io in t  l i im  from  am on g  th e  aud ito rs  o f the count ies  in  
. area. I f  the adm in is tra t ive* aud r .o r  ceases to serve as a coun ty  
j/iur w i t h in  the area d u r in g  the  te rm  for w h ic h  he was e lected or 
,.;ntcd, a successor sha l l be chosen in  the same m ann e r  as is

• vidcd he re in  for the  o r ig in a l  se lec t ion , to serve fo r th e  u n e x p ir c d

Sabd. 2. T h e  a dm in is t r a t iv e  a u d it o r  sha l l u t i l iz e  t i ie  s ta f f  and  
lil ies of the  a u d it o r ’s o f f ic e  o f  the  co un ty  he serves to per fo rm  the 

.-.clions imposed upon  h im  by  th is act. I l l s  co un ty  sha l l l ie 
du irsed fo r the m a rg in a l  expenses in cu r red  by its coun ty  a u d it o r  
•ibis s ta f f  h e re u nd e r  by  c o n t r ib u t io n s  from  each o th e r  coun ty  in 

:*.rca in an  am ou n t  w h ic h  bears the same proport io n  to the  tota l 
.-.rises as the  p o pu la t io n  o f  th e  o th e r  co un ty  bears to the. tota l
• ilation o f  the  area . T h e  a dm in is t r a t iv e  a ud ito r  sha l l a n n u a l ly ,  
•■■r before F e b ru a ry  1, c e r t i f v  the  am oun ts  o f  to ta l expense for the 
■..oiling c a le n d a r  year , and  the  share o f  each coun tv , to the
• -.surer’ o f  each o i l i e r  coun ty . P a ym en t  sha l l ho made b y  the 
surer o f  each o th er  coun ty  to the  treasurer o f the coun ty  
ar ing  expense  on  o r be fo re  the succeed ing  M a rch  1.
See. 4. 1473F.01J A S S E S S E D  V A L U A T IO N :  1971. O n  or before 

.ember 20, 1972, the  assessors w i t h in  each coun ty  in  the area sha l l 
•rininc and  c e r t i fy  to the co u n ty  aud ito r  the assessed va lu a t io n  in 
‘I of commerc ia l- indus tr ia l p rope r ty  sub jec t to ta xa t io n  w i t h in  
. m un ic ip a l i t y  in  b is coun ty .
Sec. f>. M73F.05] A S S E S S E D  V A L U A T IO N :  1972 A N D  SO  I t ­

' l lT IN T  Y E A R S .  O n  or be fo re  N o v em b e r  20 o f 1972 and each 
•■quent year , the  assessors w i t h in  each coun ty  in the area sha l l 
rmine ami c e r t i f y  to the c o u n t v  aud ito r  the  assessed va lu a t io n  in 
year o f  commerc ia l- indus tr ia l p rope rty  sub jec t to ta xa t io n  

■'in each m u n ic ip a l i t y  in  h is coun ty .
Sec. 0. [4731\0!»j I N C R E A S E  IN  A S S E S S E D  V A L U A T IO N .  

’ -r before N o v em b e r  20 o f 1972 art! each subsequent year, the  
"or of oach c o u n t v  in  the area sha l l d e te rm in e  ;ho am oun t ,  i f  any , 
drieli the assessed v a lu a t io n  in  tha t  year o f commerc ia l- industr ia l 

‘ Arty sub ject to ta xa t io n  w i t h in  each m u n ic ip a l i t y  in his coun ty  
'■'Is i l i a  assessed v a lu a t io n  in  1971 o f  commerc ia l- indus tr ia l 
i-Tty s ub je c t  to ta xa t io n  w i t h i n  tha t tm m ic iu rd i iy .  I f  a inun ic i- 
’•J is located in tw o  or more coun t ies  w i t h in  tee  area, the aud ito rs  
:* -se count ies  sha l i c e r t i fy  the da ta  requ ired  by sect ions 4 and  5 to 

•anly a u d it o r  w ho  is responsible- u nd e r  o th e r  prov is ions o f  law  
1 ••locating the lev ies  o f that m u n ic ip a l i t y  b e tw een  or am on g  the 

’■«! count ies . T h a t  co un ty  aud ito r  .-hull d e te rm in e  the amount o f 
’■*•*• t excess, i f  an y , fo r the  m u n ic ip a l i t y  u nd e r  th is sect ion , and

o r a d d i t io n s  in d ic a te d  b v  und-.-rlinc, d e le tio n s  b v  s 'r i l ic o u t.
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ce r t i f y  t lu ;t am o u n t  u nd e r  sect ion  7. N o tw i t h s t a n d in g  any 
p rov is io n  o f  th is  a c t  to the co n tra ry ,  in  the  case o f  a imum-ip:.; • 
w h ic h  is d es ig na ted  on th e  e f f e c t iv e  date  o f  th is act as a rcdew 
m c n t  a rea  p u rs u an t  to Sect ion  -101(a) (4) o f  the P u b l ic  Work- • • 
E c o n om ic  D e v e lo pm en t  A c t  o f  19G5, P .L . 89-120, the  increase ir. 
assessed v a lu a t io n  o f commerc ia l- indus tr ia l p roperty  for pi:r|n*i- 
th is  sect ion  sha l l be d e te rm in ed  in  each yea r  su l is cquent id 
t e rm in a t io n  o f  such d es ig na t io n  by  u s in g  as a base the ass., 
v a lu a t io n  o f  commerc ia l- indus tr ia l p ron cr ty  in th a t  munic ipa l!;1. - 
the y e a r  fo l lo w in g  th a t  in w h ic h  suc l i d e s ig n a t io n  is tenni:s;’\ 
ra th e r  th an  the assessed v a lu a t io n  o f  such p ro p e r ly  in  1971.

Sec. 7. [473F.07] C O M P U T A T IO N  O F  A R E A - W ID E  T\\ 
E A S E .  S u b d iv is io n  1. E a c h  c o un ty  a u d it o r  sha l l c e r t i f y  the dt i. r- 
na t io ns  p u rs u a n t  to sect ions 4, 5, a nd  0 to the adm in is t ra t iv e  • 
on  or be fo re  N o v em b e r  20 o f  1972 and  each subsequent year. 7- 
a dm in is t r a t iv e  a u d it o r  sha l l d e te rm in e  the sum  of the am..;, • 
c e r t i f ie d  pu rsu an t  to sect ion G, and  d iv id e  tha t sum  by two and • 
h a l f .  T h e  r e s u l t in g  am ou n t  s ha l l be k n ow n  as the  “Vca-w id . 
base f o r  (yea r) .”

Subd . 2. T h e  s ta le  aud ito r  sha l l c e r t i f y  to th e  administia* 
a ud ito r ,  on or be fo re  N o v em b e r  20 o f 1972 and  each subsequent ;.• 
the  p o pu la t io n  o f  each m u n ic ip a l i t y  fo r  the p reced ing  year. •• 
p rop o r t io n  o f  th a t  p o pu la t io n  w h ic h  res ides w i t h in  the ana . •• 
a v e ra g e  f isca l capa c ity  o f m u n ic ip a l i t ie s  for the p reced ing  year . . • 
th e  f isca l capa c ity  o f  each  m u n ic ip a l i t y  fo r the p reced ing  year.

S ubd . 3. T h e  a dm in is t r a t iv e  a u d it o r  sha l l d e te rm ine , h-r • 
m u n ic ip a l i t y ,  the  produc t o f (a) its popu la t io n ,  (h) the prop"-’ 
w h ic h  the  a ve rag e  f isca l eapr.- i l y  o f  m u n ic ip a l i t ie s  for the pm* 
y e a r  bears to the f isca l capa c ity  o f th a t  m un ic ip a l i t y  fyr 
p r e c e d in g  year , and  (c) two. f l i c  p rodu c t sha l l be the area-wiT 
base d is t r ib u t io n  in dex  for th a t  m u n ic ip a l i t y ,  p rov ided  that (:•.{ 
p roduc t in the ease o f  an y  m u n ic ip a l i t y  is less than  its popubti* • 
in de x  sh a l l  be increased to its p opu la t io n ,  and  (b) i f  a imm i' ipa ' 
loca ted pa rt ly  w i t h in  and  pa r t ly  w i t h o u t  the area its index • 
th a t  w h ic h  is o th e rw is e  d e te rm in ed  he reunde r , mu lt ip l ied  !•.• 
p ropo r t io n  w h ic h  its popu la t io n  r e s id in g  w i t h in  the area hear.' ’• 
to ta l p o pu la t io n  as o f  the p re ced ing  year.

S ubd . 4. T h e  a dm in is t r a t iv e  a ud ito r  sha l l d e te rm in e  the , •• ' 
l io n  w h ic h  the  index  o f  each m u n ic ip a l i t y  bears to the sum •' 
ind ices  o f  a l l m u n ic ip a l i t ie s .  I a the case o f each numicip.t ";- 
sha l l th en  m u l t ip ly  th is  p roport ion  by  the area-wide tax  base.

S ubd . 5. T h e  p roduc t o f the m u l t ip l i c a t io n  prescribed !•> 
v is io n  *1 sha l l be k n ow n  as the  “area-wide la x  base for . .  ..
(year) a t t r ib u t a b le  to .............................................. (mun ic ipa l ity) . .•
a dm in is t r a t iv e  a u d ito r  s ha l l c e r t i f y  such p roduc t to the auditor- 
co un ty  in  w h ic h  the m u n ic ip a l i t y  is located on or be fo re  Nowrr.:-
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Sec. S. | I73R0S] TAXA11LE VA  L is  10. S u bd iv is io n  1. T h e  
•aly aud ito r  sha l l d e te rm in e  the ta x a b le  v a lu e  o f  each govern  men- 

.; irr.it w i t h in  h is c o u n ty  in the  m a nn e r  prescr ibed by  th is  sect ion.

Subd. 2. T h e  ta x a b le  v a lu e  o f  a  g o v e rnm e n ta l  u n it  is its 
.....scd v a lu a t io n ,  as d e te rm in ed  in accordance w i t h  o th e r  prov is ions 

sub jec t to the f o l lo w in g  ad ju s tm en ts :

(a) T h e r e  shall bo subtracted f rom  its assessed v a lu a t io n ,  in each 
..••icipality in  w h ic h  the g o v e rnm en ta l  u n i t  exerc ises ad va lo rem  
.dug ju r is d ic t io n ,  an  am oun t  w h ic h  bears the sam e proport ion  to 40
• n cn l  o f  the am o u n t  ce r t i f ied  in  th a t  y e a r  pu rsuan t to sect ion G in
• ;;n*ct to th a t  m u n ic ip a l i t y  as the  to ta l assessed v a lu a t io n  of 
-uuereial-industrial p rope rty  w h ic h  is sub jec t to the t a x in g  juris- 
•:ion o f  the g o v e rnm en ta l  u n it  w i t h in  the m u n ic ip a l i t y  hears to the 
-.•I assessed v a lu a t io n  of commerc ia l- indus tr ia l p rope rty  w it h in  the 
.•licipality;

(h) T h e r e  sha l l be added to its assessed v a lu a t io n ,  in  each 
::;ii ipality in  w h ic h  the  g o v e rnm en ta l  u n i t  exerc ises ad va lo rem  
.eng ju r is d ic t io n ,  an am oun t w h ic h  hears the same proport ion  to the 

iw id e  hasi: for th e  y ea r  a t t r ib u t a b le  to th a t  m u n ic ip a l i t y  as the 
';t! assessed v a lu a t io n  o f  res id en t ia l p r o p e r ly  w h ic h  is sub jec t to the 
•i.-.g ju r is d ic t io n  o f  the g o v e rnm en ta l  u n i t  w i t h in  the  m u n ic ip a l i t y  

to the to ta l assessed v a lu a t io n  o f res id en t ia l p roperty  o f  the 
lic ipa lity.

Subd. •'!. O n  or before N o v em b e r  80 o f  1972 am! each subsequent 
.r, the co un ty  a u d it o r  shall appo rt ion  the  le vy  oT each governmen- 
m it  in  h is c o u n t v  in  the m a nn e r  prescr ibed b v  th is subd iv is ion , 
shall:

i .i) D e te rm in e  th a t  port ion  o f the le vy  w h ic h  bears the sr.me 
■; •Riot; to the to ta l le vy  as the am ou n t  set forth in s ubd iv is io n  2, 

••■(h). hears to th e  ta xab le  va lu e  o f  the  g o v e rnm en ta l  un it ;  and

(It) D e te rm in e  the excess of the le vy  ove r  th a t  p d i o n  of the le vy  
• im ined pu rsuan t to c lause (a).

Sulul. 4. I n  1972 and  subsequent years , the co un ty  a u d ito r  s ha l l 
•i" that po rt ion  of the le vy  d e te rm in ed  pu rsuan t to s ubd iv is io n  o, 
ye (l>), by the assessed v a lu a t io n  o f  the g o v e rnm en ta l  u n it ,  less 
’ portion sub trac ted  from assessed v a lu a t io n  pursuant to subdivi-
2. c lause (a). T h e  re su lt in g  la t e  sha l l ap p ly  to a l l ta xab le  

.-•■tty except commerc ia l- indus tr ia l p rop e r ly ,  w h ic h  sha l l he taxed  
' " i . la i ice  w it h  subd iv is io n  G.

*<bd. o. O n  or be fo re  N o v em b e r  GO o f  1978 and each subsequent 
Hie co un ty  a u d it o r  shall c e r t i fy  to the a dm in is t r a t iv e  aud ito r  
i>u li<m o! the levy o f  each go ve rnm en t d u n i t  d e te rm in ed  
unit to subd iv i> io : i 8, c lause (a). T h e  a dm in is t r a t iv e  aud ito r
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sha l l then  d e te rm in e  the rate o f  ta xa t io n  s u f f i c ie n t  to yi.-A - ; w fun
am o u n t  equa l to the sum  o f  such lev ies f rom  the  area-wide tax | 1 L7r0>
O n  or be fo re  D e cem be r  5 the  a dm in is t r a t iv e  a u d it o r  sha l l certify ?
rate to each o f the c o un ty  aud itors . ' \

Subd . 5a. I f  a g o v e rnm en ta l  u n i t  is loca ted  in  tv.o or a. • ?
count ies , the com pu ta t io n s  and  ce r t i f ic a t io n s  req u ired  by subdivbi. • r F F !l
3 to G w i t h  respect to it sha l l be made by th e  c o u n ty  aud itor a :,. ? F->.’n'
respons ib le  u nd e r  o th e r  prov is ions o f  la w  fo r a l lo c a t in g  i is It.-,. { deism
be tw een  o r am o n g  the  a f fe c ted  count ies . < F>':n

: ceil vc
Subd . (’>. T h e  ra te  o f  ta xa t io n  d e te rm in ed  in  accordance -a • I

s ubd iv is io n  5 sha l l a p p ly  in  the ta xa t io n  o f  each i t em  o f conmurv . '< distri
in d u s t r ia l  p roperty  sub je c t  tr ta xa t io n  w i t h in  a m un ic ip a l i t y  t<f/«„ i  thed
po r t io n  o f  the assessed vatu,, don  o f  the  i t em  w h ic h  bears i lw  >..- 
p roport io n  to its to ta l assessed v a lu a t io n  as 10 p e rcen t of the a:,-., 
d e te rm in e d  pu rsuan t to sect ion 0 in  respect to th e  municipal!'.;. • I -,-y ^
w h ic h  the  property  is ta xab le  bears to the  am ou n t  detcris': j "provi
p u rs u an t  to sect ion 5. T h e  ra te o f  ta xa t io n  de te rm in ed  in a t , . : j r l ,.n i
a n c c  w i t h  subd iv is io n  •! sha l l app ly  in the ta x a t io n  o f  the  ivninir.di r > Clf •;
the assessed v a lu a t io n  o f  the item . • ■ v.,hi

S uhd . 7. O n  or before Janua ry  1 o f 1973 and  each sub.-ttp;. • \
year , the a dm in is t r a t iv e  aud ito r  shall c e r t i f y  to the state t ivaf ir ,* > * .‘V ’
the a .u m in t  o f  tha t po rt ion  o f the le vy  m ade  by  each g o u T iu :v . '  J . ‘j.
u n i t  set fo rth  bt ^ d i v i s i o n  3, c lause (a). K a c l i  county  l i y a • '
sha l l r em i t  a l l  tax paym ents  computed  p u rs u a n t  to subd iuMnn '•1 i
tin; s tate treasurer no t la te r  than  20 days be fo re  the times pre.-e: *. |
by M in n e so ta  S ta tu tes , C h a p te r  270. fo r the apport ionment 
d is t r ib u t io n  o f tax revenues  by co un tv  treasurers . T h e  stair '■ 
su re r  sha l l  deposit such paym ents  to the c r e d i t  o f  the area-wav ’ •' 
accoun t , w h ic h  is i io rohy  cs v a to l .  M a rg in a l  expenses incurred I-;. f
s tate treasurer unde r  th is  sect ion, and  a l l r e fu nd s  o f  tax receipt- j i
in to  the accoun t , sha l l be pa id f o m  the a c co un t ,  and all inn: 
ea rned  on moneys in i l i e  account sha l l be c red ited  to the aecour.:. _ v , ^
the d is l r ih u t io i i s  u nd e r  subd iv is io n  S sha l l be a d ju s te d  proportion ' \ iv'itF
to re f le c t  expense paym ents  and  in terest in com e  am i redm* • j,
r e f le c t  the p a ym en t  o f  each re fund  in am ou n ts  proport ionate '»• ' '
d is t r ib u t io n s  rece ived  in  t l ie  year th.e la x  was  pa id . t

, .  . .  i
Subd . 8. Th.e state treasurer shall ap po r t io n  am! diRr.'- : •• m i.

am ou n ts  rece ived by h im  pu rsuan t to su b d iv is io n  7 to the ' i
t reasure r h a v in g  ju r is d ic t io n  o f  each g o v e r nm e n ta l  un it ei:'.’ 
the re to  as shown  by the ce r t i f ic a t io n  to h im  in  accordance • 
s ubd iv is io n  7. 'l'h.o appo rt im ur .en t and d is t r ib u t io n  sha l l be 
th e  m a nn e r  and  no t In te r  than  ton  days be fo re  the  times ptv-r. * .
by  M inneso ta  S ta tu tes , C h a p te r  27G. fo r the apportion in' '>'■ 
d is t r ib u t io n  o f  tax revenues  by coun ty  treasure rs .  ̂  h u e . 
ti'oasui er sha l l in c lu d e  the  amounts  thus rece ived  in  his di-trd * ; ,. j j
p u rs u a n t  to C h a p te r  270. A m oun ts  necessary for d.-i!-'- . r.v„

j
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.funds and ;>;tymcmt o f  ad nv .m s lr r . l iv e  expenses und e r  th is act n r .
■ ic l iy  appropr ia ted .

S u!k!. I'. I f  t lw  p a ym en t  o f  any  la x  a t t r ib u ta b le  to the aroa- 
ii- tax base is d e l in q u e n t ,  the c o u n ty  treasurer to w hom  said tax is 

. .a ide shall p r om p t ly  n o t if y  th e  state treasurer o f  th.e fa i lu r e  of 
jVmcnt. T h e  s la te  treasurer sha l l deduct the am oun t  o f  the 
.'.impiency f rom  his d is t r i lH i l io n s  to the co un ty  en t it le d  to rece ive  
..ynunit from  the taxpayer . I f  the  tax  is subsequen t ly  pa id  or 
"icctcd, tl:e am o u n t  so pa id or co l lec ted  sha l l he re ta ined  b y  the 
•.aity and d is t r ib u ted  hy  it to the  g o v e rnm en ta l  u n its  whose 
.-•.libations were  reduced pu rsuan t to th is subd iv is io n  by reason of 
de l inquency  in  the  am ou n t  o f such reduc t ion .

Subd. 10. F o r  the purpose o f  c om p u t in g  the am oun t  or ra te  of 
salary, a id , ta x , or d eb t au tho r ized , requ ired , o r l im i t e d  by  any  

vision q f  a ny  la w  or cha rte r , w h e re  sue l i autbor i/ .a l ion , requirc- 
• :it, or l im i t a t io n  is re la ted in a n y  m a n n e r  to a ny  v a lu e  or v a lua t io n  
taxable p rope rty  w i t h in  any g o v e rnm e n ta l  u n i t ,  such v a lu e  or 

. ir.tion sha l l be ad ju s ted  to re f lec t the ad ju s tm en ts  to v a lu a t io n  
acted by subd iv is io n  2, p rov id ed  that: ( l) in  d e te rm in in g  the 
..d.cl v a lu e  o f  com ino rc ia l- in dus lr ia l  p r o p e r ly  or an y  class the reo f 
thin a g o v e rnm e n ta l  u n i t  for a n y  purpose o ther than  section 7, (a) 
•.•reduction req u ired  by th is  subd iv is io n  sha)' l ie  th a t  am oun t w h ic h  

the same proport io n  to the  am o u n t  sub trac ted  from  the 
.•.riimontal u n i t ’s assessed v a lu a t io n  pu rsu an t to subd iv is ion  2, 
••c (a), as the market v a lu e  o f  commerc ia l- indus tr ia l property , or 
•.class thereo f, located w i t h in  the p .o ve rnm en la l un it  hears id  the 
.-sed va lu a t io n  o f  commerc ia l- indus tr ia l property , or such class 
ryof, located w i t h in  the {governmenta l u n it ,  and  (It) l l i e  increase 
...red by th is  subd iv is io n  sha l l be that am ou n t  w h ic h  hears the 

proport ion to the am oun t  added in  the g o v e rnm en ta l  u n i t ’s 
•sed va lu a t io n  pu rsuan t to subd iv is io n  2, c lause (It), as the market 
•yof commerc ia l- indus tr ia l p roperty , or such class thereof, located 
.11 the povernnu.-ala l un it  bears to the  assessed va lu a t io n  of 
men ia l- indus tr ia l property , or such class thereo f, located w i t h in

• rW e n im e n t a l  u n it ;  and (:!) in  d e t e rm in in g  the  marke t v a lu e  o f 
property w i t h in  a m u n ic ip a l i t v  fo r purposes of sect ion 7, the

w t in ca t  prescr ibed by c lause (l)[a) h e reo f sha l l be. m ade am* that
• ibed by c lause (l)(b) hereo f s ha l l not he made.

•Vabd. ] 1. F o r  the purposes o f  c om p u t in g  d is t r ib u t io n s  unde r 
•f-soia S ta tu tes , .Section 2/2.Gi), the  p ro p e r ly  la x  levy  imposed 
all ta xab le  j u v p u r ly  for l l i o  purpose o f  a g o v e rnm en ta l  u n it ,  

"fed to th e re in ,  sha l l be deem ed  to consist o f the levy  o f that 
-wncir.a! u n it ,  as d e f in ed  in sect ion 2, subd iv is io n  22, irrespect ive 
'• extent to w h ic h  lev ies are spread aga ins t the arca-wnle tax 
• I'm  len t to th is sect ion.

or sat'lil i' ins ind icated Ly umlvrj l ive , doLtion:; by ct i ih i- . iu .
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Sec. 9. [473K.001 ADJ  UST.M15NTS I N  D A T E S .  I f ,  b y  reason. • 
the  e n a c tm e n t  o f  a ny  o th e r  law , the da te  by w h ic h  the commission, j 
o f  ta x a t io n  is requ ired  to ce r t i fy  to the  c o un ty  aud ito rs  the  record- 
p roceed ings  a f f e c t in g  th e  assessed v a lu a t io n  o f  p roperty  is advaac. 
to a d a le  e a r l ie r  than  N o v em b e r  15, the dates spec if ied  in  sect ions: 
th r o u g h  7 and  10 m ay  bo m od if ie d  in  the years to w h ic h  such Ml:.r 
la w  app l ie s  in  the  m a n n e r  and  to the  e x te n t  prescr ibed by ih< 
a dm in is t r a t iv e  aud ito r .

Sec. 10. [473I'M0] R E A S S E S S M E N T S  A N D  O M I T T E D  l'Knp . 
K R T Y .  S u bd iv is io n  1. I f  the  comm iss ione r  o f  ta xa t io n  orders :. 
reassessment o f  a l l  or any  port ion  o f  the p rope rty  in a municipal!:;, 
o t h e r  t h a n  in  the  fo rm  of a m a th em a t ic a l ly  prescr ibed adjustment 
v a lu a t io n ,  or i f  om it t e d  p roperty  is p laced upon  the  tax  ro lls , and 
reassessment has not been com p le ted  or the p ro p e r ly  p laced upon 
ro l ls , as the case m ay  be, by N o v em b e r  15, the  assessed va lu a t io n . : 
th e  a f fe c ted  p rope rty  sha l l ,  for purposes o f sect ions 8 to S. i- 
de te rrn inod  f r om  the abstracts f i le d  by the co un ty  a ud ito r  with 
com m is s io n e r  o f  ta xa t io n .

Subd . 2. I f  the reassessment, w hen  com p le ted  and  incorpma:- 
by  the  comm iss ione r  o f  ta xa t io n  in  bis c e r t i f ic a t io n  o f  the hs.-v .-m 
v a lu a t io n  o f  the  m u n ic ip a l i t y ,  o r the  l is t in g  o f om it ted  properly , wk. 
p laced on the  rolls , resu lts in  an increase in  the  assessed valuatii.r. 
commerc ia l- iud  ‘ ‘ 1 
from  t h a t  used,
8, the
p rope r ty  in  th a t  m u n ic ip a l i t y  in the succeed ing  year , as o l lu  ru 
c om p u te d  u n d e r  sect ion fi, sha l l ho ad jus ted  in a l ike amount , by :, 
increase i f  t he reassessment or l i s t in g  discloses a la rg e r  increase t 
was used fo r purposes o f sect ions 3 to 8, or by a decrease i f f  
reassessment o r  list in'; discloses a sm a l le r  increase than  was iisui i 
those purposes, p rov ided  tha t no a d ju s tm e n t  sha l l reduce the am*--.’ 
d e te rm in e d  u nd e r  sect ion 0 to an  am o u n t  less than  zero.

:il on  the  rolls , resu lts  in  an increase in  urn assessed vamam.r. - 
nere ia l- industr ia l property  in  the m u n ic ip a l i t y  w l i ic l i  d i f f . .- 
t h a t  used, p u rsu an t to subd iv is io n  1, fo r purposes o f  sections;;: 
o in crease in the assessed v a lu a t io n  o f  commercia l- industr..

S ubd iv is io ns  1 and 2 shall not a p p ly  to the  de l i re:.•• 
tax  ra te und e r  sect ion 8, subd iv is ion  4, or to

S u bd . 3.
t ion  o f  the . . .
d e t e rm in a t io n  o f the assessed v a lu a t io n  o f  comn ierc ia l- indp ' .r . 
p r o p e r ty  and  each i t em  the reo f fo r  purposes o f  sect ion 8, suhdiu- 
G.

Sec. 11. f-17:JF. 111 L A T E  L E V I E S .  S u bd iv is io n  1. I f  a }.:•••; • 
m en ta l  u n i t  does im t c e r t i fy  its le vy  to the  c o un ty  uudimr 
N o v e u ih e r  25, then fo r purposes o f  sect ion 3, subd iv is io n  3, claim' 
and  sect ion 8, subd iv is io n  5, its le vy  sha l l be deem ed  to equal i>- ‘ 
in  the p re ced ing  year.

S ubd . 2. I f  a g o v e rnm en ta l  u n i t  c e r t i f ie s  its le vy  to t l i c f -  
a u d it o r  on or before N o v em be r  25, no cha nge  in  its le vy  subscqia" • 
th a t  d a te  sha l l he recogn ized  for purposes o f sect ion 8, subdu im  
c la use  (a), and  sect ion 3, subd iv is io n  5.

Changes  or add it ions ind icated !>y m>dcjJ.i!]& de let ions by fill'"......
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Subd. 8. Subd iv is ion .;  1 and  2 sha l l  n o t ap p ly  to sect ion S, 
•division 2, cl:. (b), and sect ion S, s ub d iv is io n  -1.

Subd. •]. I f .  in  a n y  year , the  le v y  em p lo yed  in  respect to  a 
. --.vm m en ta l  i . f o r  purposes o f  sec t io n  8, subd iv is io n  2, c lause (a), 

section 8, subd iv is io n  5, is d e te rm in e d  u nd e r  subd iv is io n  1 or 
.'d iv is ion 2. and its ac tua l le v y  as d e te rm in e d  subsequen t to 
.'••vcniber 2-7 L  a d i f f e r e n t  am ou n t ,  th en  its le v y  as o therw ise  
. .a n n in c d  in  t i.e succeed ing  y e a r  sha l l ,  fo r  purposes o f  those 
M.isions, be increased in th e  am o u n t  o f  the  d i f fe r e n c e  i f  the  ac tua l 
,-.y was g rea te r  than  th a t  em p lo yed  fo r  purposes o f  those prov is ions , 
: Ik-creased iu  the am ou n t  o f the  d i f f e r e n c e  i f  th e  a c tua l le v y  was 
- than that em p loyed  fo r purposes o f those prov is ions .

Set. 12. [-I73F.I2J D I S T R I B U T I O N S  F R O M  M U N I C I P A L E Q -  
. l i T  A C C O l  N T . S u bd iv is io n  1. T h e  ‘sums depos ited in  the s ta le  
•• ,-r.ry to th e  cred it o f  the m u n ic ip a l  e q u i t y  ac co un t a nd  a ll in terest 
. .r id  thereon sha l l he  d is t r ib u ted  to q u a l i f y i n g  m u n ic ip a l i t ie s  in  the 
•::u:r prov ided  by  th is sect ion . A m o u n t s  so d is t r ib u ted  sha l l be 
■ •.sided by each m u n ic ip a l i t y  in  the m a n n e r  d e te rm in ed  by  its 
.•.■•rung body cons is ten t ly  w i t h  o th e r  s ta tu to ry  and  ch a r te r  provi-

Sii i id . 2. 0:i S ep tem be r  1 o f  1971 and  each subsequen t year , the 
'.'.• aud ito r  sha l . e s t im a te  the to ta l am o u n t  a v a i la b le  fo r distribu- 
•.'.«) m u n ic ip a l i t ie s  from  the m u n ic ip id  e q u i t y  ac co un t d u r in g  the 

. -• . | i i fn t  cat .n d a r  year . T h e  am o u n t  so es t im a ted  s lud i he  the 
•.•if the y .-\imaicd ba lance  in the ac co un t on N o v em b e r  15 of the 
• in w h ic h  the es t im a te  is m ade , the es t im a ted  deposits to the 
:'. o f the account th e rea f te r  th ro ug h  N o v em b e r  16 o f  the 
•.: lent year , and  in te res t earned  by the fu n d  ove r  th e  12 m on th  

!. T h e  a jn  v.-n’. to bo d is t r ib u t ed  to each q u a l i f y i n g  imm ic ipa l i-  
••"•'••II bo the am ou n t  d e te rm in e d  in acco rdance w i t l i  subd iv is io n  3, 

'.hat (a) i f  the sum  o f  the am oun ts  so d e te rm in ed  d iffe rs from  
‘.>•‘.1:1 am oun t  es t im a ted  to be a v a i la b le  fo r  d is t r ib u t io n ,  th.e 
•:.l o f the  d is t r ib u t io n  to each m u n ic ip a l i t y  sha l l be ad jus ted  

"  '“l io n a t c ly .  and  (b) the  am oun t  to l ie  d is t r ib u ted  to each

•h. 2 4  L A W S  1 9 7 )  —  E X T R A  S E S S I O N '  2 2 9 7

n'.i'.iti o f the  m u n ic ip a l i t y  r e s id in g  w i t h in  the. area as d e te rm in ed  
•• year p re ced ing  th a t  in  w h ic h  the e s t im a te  is made . T o  the 
f. tha t th e  d is t r ib u t io n s  to a ny  m u n ic ip a l i t y  or g roup  o f 
pp a l i l ie s  a rc  .-.djuAed pu rsu an t l o ’c lause (b), the d is t r ib u t io n s  to 

m u n ic ip a l i t ie s  s lm l l bo ad ju s ted  p ropo r t io na te ly  in am ounts  
fe ta  to mu'a: the  tota l o f  the  d is t r ib u t io n s  to a l l  m u n ic ip a l i t ie s  
• th.e to ta l an.i''.litt es t im a ted  to be a v a i la b le  fo r d is t i ib u t io n .  

••to iu a l i t i i r  sha l i n o t ify  the  g o v e r n in g  body o f each q u a l i f y in g

•>■• o r  laU M ti'.v is  in d ic a t e d  b y  u n d e r ’ i i . e ,  d e le t io n s  b y  f t i i k e o u l .
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m u n ic ip a l i t y  o f  the am o u n t  so d e te rm in ed  w i t h  respect to tfc.y 
m u n ic ip a l i t y  be fo re  S ep tem be r  20.

Subd . .‘3. T h e  am o u n t  o f  the  d is t r ib u t io n  to each qua l ify i:^ 
m u n ic ip a l i t y  is th.e produc t o f  its f isca l e f f o r t  fo r  the year preccd:.-/ 
th a t  in  wh ich  the es t im a te  is m ade and  the excess of base adju.,:..- 
f isca l capa c ity  fo r  m u n ic ip a l i t ie s  fo r the p r e c e d in g  y ea r  over 
ad ju s ted  fiscal capa c ity  o f the  m u n ic ip a l i t y  fo r  th e  p reced ing  year i- 
a q u a l i f y in g  m u n ic ip a l i t y  is located pa r t ly  w i t h i n  and pa rt ly  ivitl:«-.- 
the area , its d is t r ib u t io n  sha l l be th a t  w h ic h  is o the rw ise  detcrm::- ; 
h e reunde r , m u l t ip l i e d  by the p roport ion  w h ic h  its  popu la t io n  residi*.. 
w i t h in  the a rea  hears to its total p o pu la t io n  as o f  the  y e a r  prccedi:..- 
th a t  in  w h ic h  the  es t im a te  is made.

•

Suh i l .  1. O n  or be fo re  each o f  the dates J u n e  15 and Xovemi- • 
15 o f 19 /2 and  each subsequent year , the s ta le  a ud ito r  sha l l issu.- 
w a r ra n t  in fa vo r  o f  the t reasu re r o f  each q u a l i f y i n g  munic ipa lity • 
an  am ou n t  e q ua l to one h a l f  the am o u n t  d e te rm in ed  by Inc 
a u d it o r  to be due  the m u n ic ip a l i t y  in  th a t  y e a r  u nd e r  the terms • 
subd iv is io n  2. T h e r e  is he reby  appropr ia ted  f r om  the m un ic ipa l u p .  . 
a ccoun t , to c a d i  m u n ic ip a l i t y  e n t i t le d  to p a ym en ts  author ized by ::. 
sect ion , s u f f ic ie n t  moneys to make such pa ym en ts .

See. 13. [ I73R13J C H A N G E  IN  S T A T U S  O K  MUNTCTILM.I- 
T Y .  S u bd iv is io n  1. I f  a q u a l i f y in g  m u n ic ip a l i t y  is dissolved. . 
conso l ida ted w i t h  a l l  o r  part o f  a n o th e r  m un ic ip a l i t y ,  ania-v 
te r r ito ry , l ias a po rt ion  o f its te r r ito ry  de tached  from  it, or is new 
inco rporated , the secretary of state sha l l  im m ed ia te ly  certify t i . .1 
fa c t  to l l ie  s ta te  aud ito r ,  'l’he secretary o f  s t a le  sha l l also certify 
the state a u d it o r  the cu rren t popu la t io n  o f  the  new , enlarged. • • 
successor m u n ic ip a l i t y ,  i f  d e te rm in ed  by the m u n ic ip a l  comma-- * 
in c id e n t  to conso l id a t io n , a n n exa t io n ,  o r  in co rpo ra t io n  proceodi;:.- 
T h e  popu la t io n  so ce r t i f ie d  sha l l g o ve rn  fo r purposes o f  this act o r ­
tho m e tropo l i ta n  counc i l f i les its f irst p o pu la t io n  est imate a: <•: • 
la te r  d a le  w i t h  the  s tate aud itor . I f  a n  a n n e x a t io n  o f  im incrjH*" . 
ed la nd  occurs w i t h o u t  proceed ings be fo re  the  m un ic ip a l  c<nni:ti-.~ • 
the popu la t io n  o f the  a n n e x in g  m u n ic ip a l i t y  as p rev ious ly  detenu:’ 
s ha l l c o n t in u e  to g o ve rn  for purposes o f  th is a c t  u n t i l  the h k i 
I an  co unc i l f i les  its f irs t popu la t io n  es t im a te  as o f  a la ter date 
the s ta le  aud ito r .

Subd . 2. T h e  am ou n t  of each d is t r ib u t io n  from  the num v

m ade  to the  successor m u n ic ip a l i t y  or m u n ic ip a l i t ie s .  I f  
tw o  or more successors, the d is t r ib u t io n  sha l l l ie  apport ioned a’:
them  in  acco rdance w it h  M inneso ta  S ta tu tes , S ec t ion  •lM.C!".

Changes or additions indicated by underline, deletions by
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Subd. 3. I n  d e t e rm in in g  tlu: lo c a l ly  ra ised revenues  or m a rke t 
'uco f p roperty  a t t r ib u ta b le  to a successor m u n ic ip a l i t y  for a yea r  
•>r to a ch a nge  in  status, such am o u n t  sha l l he  deemed the sum  o f 
v  Amounts o f  its predecessor m u n ic ip a l i t ie s  and  towns. I f  a ny  o f 
.<• predecessors w e re  d iv id e d  in c id e n t  to the ch a nge , then for 
Vrjio.sc-.-. <-f th is  act its lo ca l ly  ra ised revenue*  sha l l he apport ioned  

its successors in p roport io n  to the  d iv is io n  o f  popu la t io n  
.•V.'-eVi: th em , and the m a rke t v a lu e  o f  p rope rty  located the re in  shall
ViOC:atcd to the successor ii: w h ic h  th e  p rope r ty  is; located.

Approved Ju ly  23,1971.
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[Coded]

A n  n e t  M i n t i n g  t o  c t n j i h y t r . c n l ;  n u t h o r i x i n "  t h e  s t a t e ,  i t s  
. ' . n i i u e n t n l  s u b d i v i s i o n s  m i d  o t h e r  p u b l i c ,  i n s t r u m e n t a l i t i e s  t o  
i-.'iiy c e r t a i n  p e r s o n s  i n  a c c o r d a n c e  w i t h  n  f e d e r a l  v m e r i ' c n e y  
shy m e n ;  n e t .

it enacted hy  the L eg is la tu re  o f  the S ta te  o f M innesota :

Section 1. [15.01] F E D E R A L  E M E U f l K N C V  E M P L O Y M E N T  
' T: M.MPI,0 V ?• i E N T  O E  P E R S O N S  1>V S T A T E .  S u l i r i iv id o n  1. 
. stale o f M inneso ta , its d epa r tm en ts ,  agenc ies  and  instrumenta l i- 
•.and any  coun ty , c ity , village', bo rough , tow n , school d istr ict or 
■r body co rpora te  and  po l it ic , m a y  em p lo y  u nem p loyed  and 
le inp loyod persons as de f in ed  in the federa l Em e rg e n cy  Emp loy*  
Act o i’ 19 iT p u rs u an t  to and  in  accordance; w i t h  th e  terms of 

•'.act.

S ab i .  2. T h e  prov is ions  of M in n eso ta  S ta tu tes  1909, Sect ions 
! i to 19Y.4S and 43.30 and  tiny o th e r  law  o r o rd in an ce  re la t in g  to 
v ivnee in em p lo ym en t  and  p rom o t ion  o f  persons h a v in g  served in 
armed service:;, the prov is ions o f  any  c iv i l  serv ice law , u le  or 
ration, the  prov is ions o f  any c ity  ch a r te r  o r any  o rd in an ce  or 
•‘■•tion, or the prov is ions  o f  a n y  o the r  la w  o r s ta tu te  in co n f l ic t  

. the prov is ions o f  the  federa l Em e rg e n c y  Em p lo ym e n t  A ct o f 
• ••'hali not he app l ic a b le  to the em p lo ym e n t  o f the persons 

d in subd iv is io n  !.

•ittbd. 3. T h e  p rov is io n  o f an y  law  l im i t i n g  the com p lem en t  o f 
•'•ate d epa r tm en t or agen.rv is not ap p l ic a b le  to persons emp loyed

' w s  o r a d d i t io n s  in d ic a te d  by  u.iiderj.iiie, d e le tio n s  b y  M ri':?ow .

i y .".‘V :• .
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N o i e :  M i n n s s o i a ' s  X / I e i r o p o l i t a n  F i s c a l  D l s p a r l i i s s  A c i-  
A n  E x p e r i m e n t  i n  T a x  B a s s  S h a r i r f l j

T l i c  p r o b le m  o f  f is ca l d is p a r i t ie s  w i t h i n  a m e t r o p o l i t a n  a r e a1 
is  e s s e n t ia l ly  o n e  of in e q u a l i t i e s  i n  th e  t a x a b le  resources a v a i l a b le  
to ea ch  o f the  v a r io u s  p o l i t i c a l  s u b d iv i s io n s  th a t  com pose  the 
m e t r o p o l is .  I t  is a p r o b lem  o f  r e la t i v e l y  r e c e n t d e v e lo pm e n t .  A t  
o n e  t im e ,  th e  ta x a b le  resources  o f  m o s t  c e n t r a l  c i t ie s  w e r e  m o r e _  
o r  . le ss  b a la n c e d , c o n s is t in g  o f  c c n m e r c g .  a n d  i n d i ^ r v  as w e l l  
as l i i e  re s id e n c e s o f p eop le  o f v a i„  i n g l i n c o m e  le v e ls .  A l t h o u g h  
these v a r io u s  la n d  uses w e r e  g e n e r a l l y  c o n ce n t ra te d  in  d i f f e r e n t  
n e ig h b o r h o o d s ,  the c i t y  i t s e l f  w a s  la r g e  e n o u g h  to c o n ta in  t h em  
a l l  a n d  th u s  to a l l o w  the r i c h  areas to s u b s id iz e  th e  poo re r  ones. 
Afte." d e v e lo p m e n t  re a ch ed  th e  b o rde rs  o f th e  c e n t r a l  c i t y ,  h o w ­
e v e r ,  g r o w th  began  to o c c u r  w i t h i n  p o l i t i c a l  s u b d iv is io n s  in  the  
s u r r o u n d in g  c o u n t r y s id e—sub u rb a n  m u n i c i p a l i t i e s  w h i c h  w e r e  
g e n e r a l l y  sm a l l e r  a n d  m o re  h om o g e n e o u s  t h a n  th e  c e n t r a l  c ity ,  
a n d  w h i c h  te nded  to b e  e i t h e r  r i c h  o r  po u r  i n  te rm s o f  ta x a b le  
resources . A t  the  sam e t im e ,  th e  c e n t r a l  c i t y  c am e  to s h e lte r  
a n  in c r e a s in g .p r o p o r t io n  of th e  less-advantaged w h i l e  i t  los t bo th  
in d u s t r y  a n d  res idences  o f the  m o r e  a f f lu e n t  to the  s u b u rb s . Tn 
sho r t ,  th e  s h a r in g  o f ta x a b le  resources th a t on ce  was poss ib le  
w i t h i n  the  co n f in e s  of the  c e n t r a l  c i t y  has to da y  b e com e  im p o s ­
s ib le  because  o f th e  in c r e a s in g  p o l i t i c a l  f r a gm e n ta t io n  of the 
metropo lis .- ’ T h i s  in  tu r n  has g iv e n  r is e  to one  aspect of today ’s 
m u c h  d e c r ie d  u r b a n  f isca l cr is is .

T h e  M e t r o p o l i t a n  F is c a l  D is p a r i t i e s  A c t1’1 rep resen ts  M inne-

1. M any  te rm s u sed  in th is  N o te  to d e n o te  a  com m un ity  o r  p o liti­
cal .subdivision w ilt h e  used in  a n a rrow , tech n ic a l fash ion. "M e tro po lis” 
o r  "m e tro p o li ta n  a re a "  w ill be u sed  to m ean  th e  overa ll seven-coun ty  
a re a  to w h ich  th e  M e tro po litan  F isca l D isp a r it ie s  Act applies. S ee  n o te  
•1 i n f ra .  W ith in  th is a re a  a re  "g o v e rnm en ta l u n its "  and  "m un ic ip a litie s ,"  
b o th  o f w h ich  a re  defin ed  b y  th e  Act. "  'G ove rnm en ta l unit* m ean s a 
txum ty, city, tow n ,.schoo l d is tric t, o r  o th e r  tax in g  unit, o r body w hich
lev ie s  ad  v a lo rem  taxor, in w ho le  o r  in p a r t  w ith in  tin? [seven-coun ty  | 
a re a ."  M i n n . S ta t .  § 47:tF.OZ(5> (1074). A cove rg o v e rnm en ta l u n it i j thus 
a ta x in g  body. "  ‘M un ic ip a lity ’ mjfflBSULfiHy, town, o r.tow n sh ip  located  
iu  w ho le  o r p a r t  w ith in  th e  [sev en- coun ty ] a re a ."  Jrt. § <F?SF.015(i’). 
Snc alst) no tes 455-43 i n f ra  and a ccom pany ing  tex t.

Sea  U.S. AovrsonY Com m ’s  o n  I n t c r r o  VFJtsm k n t  a i , Itrr.A'noMs, 
U iihan A m uk ica a n d  t i i e  F j py.HAr. S v s i tm  9-13 (19G9) [h e re in a f te r  c ited  
a s Una an A m bw ca ].

3. M i n n . S v a t. ch. 473F (1974).
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4. T lie  A c t a p p lie s  to  th e  sev en  co un tie s  o f A noka, C a rv er, D ako ta , 
H ennep in , Itam scy , Scott, a n d  W ash ing ton , w h ich  cove r a lm ost 3000. 
sq u a re  m iles and  c o n ta in a p p ro x im a te ly  tw o n iill:» peop le^  w i th in  t in s  
a re a  lies a d iv e rse  sam p lin g  of m un ic ip a litie s , in c lu d in g  c e n tra l  cities, 
b a la n ced  cities, d o rm ito ry  su bu rb s, a n d  com m erc ia l- in du str ia l a re a s . S ee  
J. M a u o o m s ,  W. IT n . t rn & N. Gi.ickman, MirniorotiTAN Fiscal Distaii- 
itiks: Prqiilkms a n d  P olicies 5-1 to  5-5 (1971) [h e re in a f te r  c ited  as 
Maikioi.is]. T h e  v a rio u s  a n d  o f te n tim e s  o v e r lap p in g  p o litic a l s u b d iv i­
sion:; in c lu d e  137 cities, 52 tow nsh ip s, 49 schoo l d is t rict s. 7 counties, an d  
n um e ro u s  sp ec ia l p u rp o se  g o v e rnm en ta l u n its .

5. "C om m erc ia l- in d u s tr ia l p ro p e r ty "  i3 d e fin ed  in  M i n n .  Stat. § 

473F.02(3) (1974). B asically , i t  is p ro p e r ty  w h ich  is e ith e r  u sed  o r zoned  
fo r a n y  com m erc ia l o r in d u s tr ia l p u rpo se . A p a r tm en t bu ild ing s, h ow ­
ever, a r c  n o t inc luded . I d .  § 473F.02(3) (d).

G. T h e  te rm  "p u b lic  s e rv ic e s "  w ill b e  u sed  to  d e n o te  tho se  se rv ice s  
t h a t  local g o v e rnm en ta l u n its  n o rm a lly  p rov id e , su ch  a s  fire  a n d  police 
p ro tec tion , w a te r  a n d  s ew e r se rv ic e, a n d  e d u c a tio n .

77 T h is  H o le  w ill not, how ever, d isc u ss  th e  p o rt io n s  of th e  A ct th a t  
p ro v id e  fu r a  m un ic ip a l e q u ity  accoun t. T ho se  p rov is ion s e s ta b lish  a 
fo rm u la  w h e re b y  fund s a p p ro p r ia te d  p u r s u a n t  to  o th e r  s la te  leg is la tio n  
m ay  b e  d is t r ib u te d  to m un ic ip a litie s  in  th e  seven-coun ty  a rea . See  
M inn . Stat. §§ 473F.01(7), .02(9), (11), (10)-(20), .12, .13 (1971). B u t 
th e  p rov is ion s fo r  Ih is  a cco u n t a re  e s se n tia lly  u n re la te d  to  th e  r e s t  o f 
th e  Act.

fl. S ee  M i n n e s o t a  Legislature S u b c o m a t .  o n  Fiscal Disparities o p  
Hour.K C o m m ,  o n  M k t h o p o m t a n  a n d  Uiiuan Affairs, F i n a l  Report, 19G9- 
70 I n t e r i m  1-2 (1971) [h e re in a f te r  c ite d  a s  House. Rkcort]. In  r e c e n t 
y ea rs , th e  M inn eso ta  le g is la tu re  h a s  a t tem p te d  to  p a r t ia l ly  re l ie v e  b o th  
c itiz en s  a n d  local g o v e rnm en ts  from  th e  b u rd e n s  o f local p ro p e r ty  ta x e s  
by  u s in g  s ta te  in com e ta x  re v e n u e s  a s  a  so u rce  fo r in c rea sed  s ta te  a id  
to  schoo l d is tr ic ts  a n d  local g ov e rnm en ts . Sea  M i n n .  Stat. § 125.212 
(1974); id. § 477A.01 c t scq. T h e  g o v e rn o r’s p ropo sa ls  fo r th e  1975-77 
b u d g e t in d ic a te  th a t  th is  fo rm  of s ta te  a id  w ill c o n tin u e  to  inc rease . Sec  
M inn eap o lis  T rib un e , J a n . 17, 1975, § R, a t  10, cols. 3-1. A s to  th e

so ta ’s a t t em p t  to p a r t i a l l y  a l l e v ia t e  th e  f i n a n c ia l  im b a la n c e  
am o n g  c e r ta in  o f  its  m e t r o p o l i t a n  m u n i c i p a l i t i e s .  T h e  A c t  a p ­
p l i e s  to a seven-coun ty  a rea  t h a t  i n c l u d e s  th e  c e n t r a l  c i t ie s  of 
S t . P a u l  a n d  M in n e a p o l i s  a n d  t h e i r  s u b u rb s .4 U n d e r  th e  F is c a l  
D is p a r i t ie s  A c t ,  a l l  lo c a l  g o v e r n m e n t a l  u n i t s  i n  th is  seven-coun ty  
a rea  sh a re  a p o r t io n  o f t h e  g r o w t h  i n  th e  a r e a ’s comm erc ia l-  
in d u s t r ia P  ta x  base. I t  is  th e  p u rp o s e  o f  th is  N o t e  to i n v e s t i ­
ga te  th e  w o r k in g s  a n d  c o n s t i t u t io n a l i t y  o f  th e  A c t ,  as w e l l  as 
to c r i t i c a l l y  a n a ly z e  the e f fe c t  o f th e  A c t  o n  th e  p r o v is io n  o f p u b ­
l i c  serv ices'1 a n d  t h e  d e v e lo p m e n t  o f t h e  seven-coun ty  area .7

I .  T H E  P R O B L E M  O F  F I S C A L  D I S P A R I T I E S

A  "f isca l d is p a r i t y ” ex is ts  b e tw e e n  tw o  o r  m o r e  t 
tn l  u n i t s w h e n  th e y  h a v e  u n e q u a l a b i l i t i e s  to g ene ra te  r e v e nue . 
S in c e  lo c a l  g o v e r nm e n t s  i n  M in n e s o t a  g e n e ra te  t h e i r  r e v e n u e s  
p r im a r i l y  t h r o u g h  an  a d  v a lo r e m  l a x  u p o n  r e a l  p r o p e r ty ,H th e
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ta x a b le  resources  a v a i l a b l e  to these  g o v e r n m e n t a l  u n i t s  a r c  
h e a v i l y  d e p e n d e n t  o n  th e  assessed v a l u a t i o n  o f th e  r e a l  p r o p e r t y  
lo c a ted w i t h i n  t h e i r  b orders , /is in d i c a t e d  ear lier ,'' h ow e v e r ,-  
p o l i t i c a l  f r a g m e n ta t io n  o f a m e t r o p o l i t a n  a rea  r e s u l ts i n  th e  
a rea's p r o p e r ty  fa x  b ase b e in g  d i v i d e d  r a t h e r  a r b i t r a r i l y  am o n g  
t h e v a r io u s  e H i ^ r n m e n t a r u n i t g ^ ^  I '^sca l d is p a r i t ie s  m a y  THus 
a r is e  w h e n  the  p e r c a p i t a  assessed v a lu a t i o n  o i  r e a l  p ro p e r t y  d i f ­
f ers b e tw e e n  tw o  o f  th ese  g o v e r n m e n t a l  u n i t s : a u n i t  w i t h a h i g h  
f is ca l c a p a c i t y 11 ca n  ta x  i t s e l f  a t  a l o w  r a te a n d  s t i l l  g e n e r a te 
t h e s am e r e v e n ue  p e r  c a p i ta  t h a t  a p oorer_mu n i c i  p a l i t.v w i l l  g e n ­
e ra te  w i t h  a h i g h  ta x  ra te .1- T h i s  s i t u a t io n  h a s  h a d  tw o  m a jo r  
effects: i n e q u i t i e s  i n  t h e  p r o v is io n  o f p u b l i c  se rv ic es , a n d  im-

c ffie acy  o f thin fo rm  o f s ta le  a id  in p ro v id in g  re l ie f  to  loca l g o v e rnm en ta l 
un its, see  n o te  125 i n f ra .  j

t). See  te x t  accom pany in g  n o te  2 supra.
10. See  S an  A n ton io  In d ep . School D ist. v. Kodriguoz, 411 U.S. 1,

53-54 (1073). In  add ition , loca l p o litic a l subd iv is io n s do n o t n e ce s sa r ily  
co rre spond  to th e  a re a s  b e n e f it in g  from  th e  p u b lic  se rv ice s  t h a t  a p a r t ic u ­
l a r  g o v e rnm en ta l u n i t  p rov id es. See  n o te  l fJ i n f ra .

11. "F isc a l c ap ac ity  is  a  q u a n t i ta t iv e  m e a su re  in te n d e d  to re f le c t
th e  re so u rc e s  w h ich  a  ta x in g  ju r isd ic tio n  c an  ta x  to  ra is e  re v e n u e  fo r i
p u b lic  p u rp o se s ."  U.S. A dvisoky C o m m ’h  ox I ntercovriikmkntal R ela­
tio n s , M easures o r  State and L ocal Fiscal C ai'ACity  a:;o T a x  Kwoivr 
3 (1002) [h e re in a f te r  c ite d  as M easures], T h e  A c t d e f in e s  a m u n ic ip a l­
i ty ’s fiscal c ap ac ity  to  b e  th e  m a rk e t  v a lu e  o f a ll r e a l  p ro p e r ty  w ith in  
its  ju r isd ic tio n  d iv id ed  b y  its  p o p u la tio n . MrnN. S tat. § 473^.02(13),
(14) (1074).

T he  fa c t th a t  tw o m u n ic ip a litie s  h a v e  e q u a l f isca l capac ities, h o w ­
ever, does no t n e ce ssa r ily  m ean  th a t  th e y  w ill  p ro v id e  th e  sam e  lev e l 
o f pub lic  se rv ices . T h e re  a re  m an y  fa c to rs  b e s id e s th e  to ta l a v a ila b le  
re sou rces  th a t  a ffe c t th e  a b il ity  a n d  in c lin a tio n  of ta x p a y e r s  to  se ek  a  
p a r t ic u la r  lev e l o f se rv ice s  from  th e i r  lo ca l g o v e rnm en t; th e se  fac to rs in- |
e lu d e  o th e r  d em and s w h ich  m a y  h e  m ad e  up on  the  a v a ila b le  resou rces, j
th e  tax p a y e rs ’ p e rc ep tio n  o f th e  fa irn e ss  and  re a son ab len e ss  o f th e  tax , 
th e  tax p ay e rs ' p re fe re n c e  fo r p u b lic  serv ices, th e  n a tu r e  of th e  loca l d e c i­
s io nm ak in g  process, and  th e  com position  o f tho  local ta x  b a se  and  popu- •
la tion . See  M augo lis , s up ra  n o te  4, a t  3-1 to  3-3; M ea su re s , supra ;  i
Note, A Sta t i st i ca l  A n a l y s i s  o f the Schoo l  F in an ce  Dec is ions: O n  
W i n n i n g  Ba l t i c s  unit Los ing  Wars ,  Bl Y a lk  L .J. 1303, 1315 (1072) [h e r e ­
in a f te r  t i l e d  as A Sta t i st i ca l  A n a ly s is ] . D iffe ren ce s  in  th e  p e r  c a p i ta  
costs of pub lic  se rv ice s  w ill a lso  a ffec t th e  lev e l of th e  se rv ice s th a t  a
g o v e rnm en ta l u n i t  c an  p rov ide . See n o lo  112 infra. j  j

T h e  fisca l c ap a c ity  o f a  m u n ic ip a li ty  w i th in  th e  seven-coun ty  a r e a  ;j t
a n d  the  assessed  v a lu a tio n  of its  com m erc ia l- in du str ia l p ro p e r ty  a p p e a r  
to h e  d ire c tly  re la te d . B rie f fo r  A p p e llan ts  a t  25-28, Add-31, V illage  
o f B u rn sv il le  v. Onischulc, 222 N.\V.2d 523 (Minn. 1974), cp/ieal d i s ­
missed,  420 U.K. 910 (1975). Sen also M aeco lis , supra  n o te  4, a t 5-G 
to  5-7 (no ting  th a t  th e  c e n tra l  c itie s  m ay  b e  th e  one  ex cep tio n  to  th is  
re la tio n sh ip ) .

12. B r ie f fo r A p p e llan ts  a t  23-28, Add-31, V illage  of B u rn sv ille  
v. Onischulc, 222 N.V/.2d 523 (Minn. 1974), appea l  d ismissed, 420 U.S.
910 (1975); U imian A m erica , s u p ra  n o te  2, a t  7-13.
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b a l a n ce i n  th e  d e v e lo p m e n t  o f the  s e ve n- coun ly  m e t r o p o l i t a n  
area .

I t  is  a p p a re n t  th a t  i n  t h e  seven-coun ty  area the re  is a d i r e c t  
r e la t io n s h ip  b e tw e e n  a m u n i c i p a l i t y ’s f is ca l ca pa c ity  a n d  its  p e r  
c a p i t a  e x p e n d i t u r e s  fo r  p u b l i c  s e rv ic e s .1* S ig n i f i c a n t  d i f fe r e n c es  
i n  f is ca l  c a p a c i t y ,11 h o w e v e r ,  c a n n o t  b e  r e a d i l y  com pen sa te d  fo r 
b y  in c rea ses  in  the  l a x  r a h  of th e  p o o r e r  m u n i c i p a l i t i e s .55 T h u s ,  
a p r e f e r e n c e  f o r a ce r t a in  i /el o f  p u b l i c  s e r v ic es w i t h i n  a m u n i c ­
i p a l i t y  w i l l  n o t  a lw a y s  c o n t r o l ; r e la t i v e  w e a l t h  m u s t  a lso  h e  c o n ­
s id e red . I f  th e  p o s i t io n  is a ccep ted  th a t  e q u a l  ta x  e f fo r ts s h o u ld  
r e s u l t  i n  c om m e n s u r a te  y i e ld s  to t h e  t a x in g  u n it s ,  in e q u i t i e s  in  
e i t h e r th e  p u b l i c  s e r v i ces p r o v id e d  o r  th e  ta x  b u r d e n s  b o r n e  a re  
m a n i f e s t ly  u n fa irJ ."

T h e  r e s u l t i n g  u n f a ir n e s s  to th e  t a x p a y e r  becom es  e v e n  m o r e  
a p p a r e n t  w h e n  i t  is r e c o g n iz e d  t h a t  t h e  m o r e  o r  less a r b i t r a l-;/

13. See  B r ie f fo r A p p e lla n ts  a t  20-28. Add-31, V illage o f B u rn s ­
v il le  v. O n ischuk , 222 N.W.2d 523 (IVTinn. 1071), appea l  d ism issed . 420 
U.S. 918 (1975); M e t r o p o l i t a n  Council, T h e  I m p a c t  o p  Fiscai. DisrAnrry 

on' M e t r o p o l i t a n  Municipalities a n d  S c h o o l  Districts 15 (1971) 
[h e r e in a f te r  c ited  as M e t r o p o l i t a n  Council!. See t im n r a l l i i  N o tz rr, 
Fede ra l ,  State, a n d  Loc a l  F i n a n c e  i n  a M e t r o p o l i t a n  Con tex t ,  in Issues 
i n  Uiihan E c o n o m i c s  -135. ‘142 (1908) Ih e r e in n f lc r  c ited  os Notzerl. 

Cf .  A  Stat is t i ca l  Ana lys i s ,  supra  n o te  11, al 1329.
14. In  th e  seven- coun ty  a rea , fiscal c ap ac ity  m ay  v a ry  b e tw een  

m u n ic ip a li tie s  b y  a ra t io  o f an m uch  os th r e e  tc  one. Sec  B r ie f fo r A p ­
p e lla n ts  a t  22. Add-31, V illa g e  o f B u rn sv il le  v. O nischuk, 222 N.V/.2d 
523 (M inn. 1974), a p p e a l dismissed,  420 U.S. 91G (1975); H o u s e  Report, 
surmt  n o te  8, m  l. Cf. Citizens L e a  c u e  Fiscai. Disparities C o m m . ,  

Brkakinc; t u b  T y r a n n y - o e  t u b  L o c a l  Property- T a x  8 (19(19) [h e re in ­
a f t e r  c ite d  as Citizens LeaoueI.

15. A  g o v e rnm en ta l u n it m ay  e n co u n te r  leg a l restra in t?  on th e  lax  
le v y  i t  c an  set, b ecau se  th e  M inn eso ta  leg is la tu re , in an  e ffo rt to p ro v id e  
p ro p e r ly  ta x  re lie f, ban n laeed  s ig n if ic an t lim ita tio n s  on such lev ies. 
M i n n .  Stat. § 275.125 (1974) (school d is tr ic ts ) ; i d .  58 275.5fl-.59 (coun­
ties, c ities, and  tow ns) . I f  a s ta tu to ry  l im it is exceeded, th e  g o v e rn ­
m e n ta l u n it  w ill lo se  s ta te  funds. See id.  55 275.125(4), .51 (4). T h e  
lim it, how ever, m ay  b e  in c rea sed  by a re fe re n d u m  w ith in  th e  g o v e rn ­
m e n ta l  u n it. I d .  §5 2,75.125 (2a) (3), .53.

R eg a rd le ss  o f s ta tu to ry  lim ita tio n s, a su b s ta n tia l inc rease  in th.e ta x  
r a t e  is a lm o s t a lw ay s an  u n p o p u la r  p o litic a l course. E v en  if p o litic a lly  
feas ib le , th is  cou rse  o f a c tio n  m ay  p ro v e  in e ffe c tiv e— if th e  in c rea sed  ta x  
b u rd e n s  a re  g re a te r  th a n  a n tic ip a te d  re lo ca tio n  costs, th e  m o re  m ob ile  
p o r t io n  o f th e  local ta x  b a re  m ay  m ove to  a m u n ic ip a lity  w ith  a low e r 
ta x  ra te . See  U iihan Amkiiica, supra  no lo  2, a t  13. S im ila rly , in d iv id u a ls  
a n d  bu s in e sse s  g iv in g  co n s id e ra tio n  to  lo c a tin g  in  th e  m un ic ip a li ty  m ay  
be d e te r r e d  by  th e  in c rea sed  ta x  ra te , th e r e b y  e x a c e rb a tin g  th e  p ro b lem  
o f a sm a ll loc«.i ta x  base.

JG. See. C om m en t, A d  V a l o r em  F i n a n c i n g  of L aw  E n fo r c emen t  
Se rv i ces :  A n  Equi tab le .  So lu t i o n  to a n  I n e q u i t a b l e  C on d i t i o n ,  19
U.C.L.A.L. Rev. 59, 83-66 (1971) [h e r e in a f te r  c ited  a s  A d  V a lo rem  F i­
n a n c in g ] .
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p o l i t i c a l  f r a gm e n ta t io n  o f th e  seven-coun ty  m e t r o p o l i t a n  area 
f a i l s  to re f le c t  t i ie  s o c ia l anc l e co n o m ic  in t e r d e p e n d e n c e  o f th e  
a re a .17 T h a t  in t e r d e p e n d e n c e  is e v id e n c e d  b y" th e  rOTTsldernble 
i n t e r c o m m u n i t y  t r a v e l  w i t h i n  th e  a re a ,10 a n d  b y  th e  p resence  of 
lo c a l  g o v e r n m e n t a l  "s p i l lo v e r s .”1” C o m m e r c i a l a n d i n d u s t r ia l  
e n t e r pr ises , g e n e r a l ly  s ta f fed  and  p a t r o n iz e d  at le as t  i n  p a r t  b v  
n o n r e s iden ts  of the  m u n i c i p a l i t y  i n  w h i c h  the  e n te rp r is e  is  lo- 
ca ted , a re  e s p e c ia l ly  l i k e l y  to b e  o f a m e t r o p o l i t a n  character/'0

17. F o r  a  d iscussion of th e  in te rd e p en d e n c e  o f th e  seven-coun ty  
a rea, se e  Maiigolis, su p ra  n o te  4, a t  1-1. I t  shou ld  be no ted  th a t  as a  
m e tro p o li ta n  a re a  d eve lops and  su b c e n te rs  em e rg e  1.1 s u rro u n d in g  areas, 
th e  econom ic in te rd e p en d en ce  o f th e  a re a  as a w ho le  w ill decline. Sue  
N etze r, su p ra  n o te  13, a t  <172-73. T h e  p ro b lem  of fiscal d isp a rit ie s  w ill 
rem ain , how ever, s in ce  com m erc ia l a n d  in d u s tr ia l  d ev e lo pm en t w ill con ­
t in u e  to  co n c en tra te  in c e r ta in  m un ic ip a litie s . See  M inneapo lis T ribune, 
J u ly  1G, 1971, § A, a t 5, cols. 1-2 (155 p e rc en t o f n ew  com m erc ia l- industria l 
t a x  b a se  to lo ca te  in  15 p e rc en t o f th e  m e tro p o li ta n  a re a  o v e r th e  n e x t 
25 y e a rs) . See  also n o te  32 i nfra .

18. See  B r ie f fo r A pp e llan ts  a t 19-21, V illage  of B u rn sv ille  v. 
O n ischuk , 222 N.\V.2d 523 (Minn. 1974), appea l  dismissed, 420 U.S. 910 
(1.975). F o r exam ple, a p p ro x im a te ly  one-half of th e  pe rsons em p loyed  
in  th e  m e tro p o litan  a re a  re s id e  in  a co u n ty  o th e r  th a n  th e  one in w hich 
th ey  w ork , a n d  one- th ird  o f a ll tr ip s  in th e  a re a  beg in  an d  end in d if fe r­
e n t coun ties. I d .

19. "S p illo v e rs” can  b e  d e fin ed  a s  th e  b en e f its  o r d e tr im en ts  one 
com m un ity  rece iv es  a s  a re su lt o f an o th e r's  a c tio n  o r inac tion . See Note, 
Metropo l i t an  G o v e r nmen t :  Minnesota's E x p e r im e n t  i v i t h a M etropo litan  
Counc. i l ,  53 M inn . L. R:.v. 122, 123 (1908) [ h e re in a f te r  c ited  as Me t r o ­
p o l i t a n  G o v e r nm e n t  |. Thus, w hen  po litic a l b o und a rie s  do no t co incide 
w ith  th e  a re a  b ene f ited  by a  p a r t ic u la r  p u b lic  serv ice, e i th e r  b en e f it o r 
co st s p illo v e rs  m ay re su lt. Bene f i t  sp illo v e rs  can  bv of tw o types: n o n ­
re s id en ts  m ay  e n te r  th e  com m un ity  a n d  m a k e  u se  of loca l se rv ices; o r  
th e  n a tu r e  o f th e  se rv ice  itse lf m ay  a ffe c t o th e r  a re a s  o r follow  a re s id en t 
if lie  leav es  th e  com m un ity . Note, Equa l i z a t i o n  of M u n i c i p a l  Serv ices: 
T h e  E co nom ie s  of S e rran o  an d  Shaw , 82 Vai.b L .J. 89, 99 (1072) th e r e in ­
a f t e r  c ite d  as M un i c i p a l  S e rv ic e s ] . E x am p le s  o f th e  la t te r  type  o f b en e ­
f i t  sp illo v e r a re  p rev en tiv e  h e a lth  c a re  a n d  educa tion . Cost sp illo v e rs  
a re  s im ila r  in form, as w hen  local ta x e s  a r e  sh if ted  to n o n re s id en ts  o r 
w h en  th e  p o llu tio n  c re a te d  in one  com m un ity  co n tam in a te s  th e  e n v iro n ­
m en t o f an  ad jo in in g  com m unity .

S p illo v e rs  tend  to b e  th e  ru le  in  m e tro p o lita n  areas, see U.S. Ad­
v is o r y  C O M M 'K  o n  IN T I UGOVKRNMENTAL RELATIONS, STATE All) TO LOCAL 

G o v e rn m e n t 0-7 (19G9) [h c io in a f te r  c ited  a s  S t a t e  A in ], and  a re  lik e ly  
to  in c rea se  w ith  techno log ica l c h an g e  an d  g row ing  consum er dem ands. 
N e tze r, supra  n o te  13, a t 472-73.

T h e  p re sen ce  o f sp illo v e rs  a lo n e  does no t m and a te  lax  re fo rm , how ­
ever, s in ce  th e y  m ay  b a lan ce  o u t b e tw een  m un ic ip a litie s  o r th e i r  e f­
fec ts m ay  be  redu ced  v ia u s e r charges, in te rg o v e rnm en ta l transfer.0, o r 
re d e fin ed  politica.l boundaries. See M u n i c i p a l  Serv ices ,  supra.

20. A n e x am p le  is th e  S o u th d a le  sh o pp ing  cen te r, loca ted  in Edina, 
a  M inneapo lis  su b u rb . I t is p a tro n iz ed  no t on ly  by E d ina  residen ts, b u t 
a lso  by  re s id en ts  o f M inneapo lis and  o th e r  a re a  subu rb s. T h e  p ro p e r ty  
ta x e s  th a t  S o u th d a le  c o n tr ib u te s  to  local g ave  .m ental unit? a r e  th u s
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T o  t in ; o > : t c nU -halr-such_piLQpcrly in c rea ses  th e  f is ca l  ca p a c it y  
o f  a p a r t i c u la r  m u n i c i p a l i t y , i t  does so i n  p a r t  t h r o u g h  t h e  c o n ­
t r ib u t io n s  o f n o n r e s id en ts . T h u s  t h e  ta x a b le  p r o p e r t y  th a t  is  
s ca tte red  am o n g  th e  m u n i c i p a l i t i e s  o f  th e  sovcn-coun ty  a rea  is 
f iT th -h? sense n m c t r o p o l f t t n r f a x  base. 11 t l i i s  s o c ia l a n d  e c o n om ic
i n t e r d e p e n d e n ce o f  th e  s cven- coun ty  a rea  is a cce p te d, t h e n  
c l e a r l y  th e  d i f f e r e n t  costs to tax p a y e r s  o f  th e  p u b l i c  s e rv ic e s  p r o ­
v id e d  b y  v a r io u s  m u n i c i p a l i t ies  s tem s n o t  f r o m  a n y  i n h e r e n t  d ift^ 
fe ron ccs  i n  n uT T a xp a y c r s ’ s i tu a t io n s ,  b u t  o n ly ' f r o m  tt ie  c i r c u m ­
s tan ce  o f  t h e i r  lo c a t io n  i n  m u  me! p a l i  l ie s  o f  d i f f e r e n t  f is c a l  
capaciT ies.-*

T h e  o th e r  m a jo r  p r o b lem  ra is e d  b y  t h e  p re sen ce  o f  f is ca l  d is ­
p a r i t ie s  w i t h i n  th e  m e t r o p o l i t a n  a rea  is  th a t  o f im b a la n c e  i n  t h e  
d e v e lo p m e n t  of t h e  a rea. T h e  d e c is io n  o f a n  i n d u s t r ia l  f i r m  to 
lo c a l e  in a p a r t i c u la r  m u n i c i p a l i t y  w i t h i n  th e  m e t r o p o l i t a n  a rea  
can"be  in f l u e n c e d  b y  a  n u m b e r  o f  factorF. T jota ta x  r a le  d i f ­
fe ren t ia ls ,-4 th e  a b i l i t y  o f  a l o c a l  g o v e r n m e n t  to n e g o t ia t e  pref-

h o rn e  in  p a r t  by  n o n re s id e n t sh upp e rs . A dm itted ly , th e  m un ic ip a lity  
m ay  h av e  to  p ro v id e  ad d itio n a l p u b lic  se rv ic e s  to th e  a re a  b ecau se  of 
th e  p re sen ce  o f th e  sh o pp in g  c e n te r ;  b u t  th e  su rp lu s  in  ex cess o f su ch  
costs t h a t  acc ru e s  to  th e  m u n ic ip a li ty  w ill be funded  in  p a r t  by  n o n re s i­
d en ts .

S im ila rly , n fa c to ry  m ay  loca te  in  n m un ic ip a lity , th e re b y  in c re a s ­
ing  th a t  m un ic ip a lity 's  f isc a l capac ity , w h ile  its  em p loyees w ill e s ta b lish  
re s id en c e  e lsew he re . T h e  g o v e rnm en ta l u n its  in  w h ich  th e  em p loyees 
l iv e  th u s  face  in c rea sed  costs, p a r t ic u la r ly  fo r (he ed uca tio n  o f th e  em ­
p loyees' ch ild ren , w ith o u t b en e f it o f a n y  co rre sp o n d in g  i' c rease  in th e ir  
in d u s tr ia l ta x  base.

21. S ee  U.S. A dv iso ry  C om m 'n  o n  In tk h g ovk iw m en ta i, Ibx.vnoNS, 
S ta tk - L o c a i. T a x a t i o n  a n d  Jn d u s tiu a i, L o c a t io n  (18-70 (1907) |h e r e in ­
a f te r  c ite d  a s  Sv.viv.-Locau T a x a t i o n ] .  N o n ta x  fac to rs, such  a s  lo ca tio n  
o f raw  m a te r ia ls , m a rk e ts , a n d  labo r, ten d  to  lie m o re  in f lu e n tia l in  th e  
f i rm ’s se le c tio n  o f a  p a r t ic u la r  re g io n — as d is tin g u ish e d  from  a s ite  w ith in  
th e  reg ion. I d .

22. See  UmiAjj A m er ica , su p ra  n o te  2, a t  12. T h e  tra d it io n a l tax in g  
sy s tem  h a s  e n co u rag ed  p re f e r e n t ia l  ta x  tre a tm en t, see  H o u se  IUxoiit, 

supra  n o te  8, a t  (5, in  th a t  th e re  is c o n s id e ra b le  p re s su re  on lo ca l a ssesso rs 
to o ffe r  su ch  t re a tm en t, see  S ta tk - L o ca i. T a x a t io n ,  supra  n o te  21, a t  85. 
T h e  a b il i ty  o f M inneso ta  m u n ic ip a litie s  to o f fe r  p re f e r e n t ia l  a sse ssm en t 
w as reduced , how ever, by  1!)7J leg is la tio n  p ro v id in g  th a t  a ssesso rs ho 
c e r tif ie d  by  th e  S ta te  H oard  of A ssessors. M inn . S t a t .  §§ 270.41,
.50 (1971). F u rth e rm o re , a  S ta le  H oard  o f E qu a liza tio n  w as e s tab lish ed  
to re v iew  assessm en ts, h i .  § 270.12. See. also id .  §$ 27-1.01, .18 ( rev iew  
by r i ty  counc il and  C oun ty  H oard o f E qu a liz a tio n ) . B ecause  o f th e  d if ­
fic u lty  in d e te rm in in g  th e  m a rk e t  v a lu e  o f bu s in ess  p ro p e rty , how ever, 
U.S. A d v iso ry  C om m 'n  on  In tk r r o v r u n  m k n ta i, H r c a t io n s ,  F in a n c in g  
Sciiooi.3 AND Piioi'Khty T a x  Hki.ikk— A  S t a t u  K k s io n s iii i ia ty  71, 73 (1973) 
r i to re iu a f lc r  c ite d  as F in a n c in g  S c iioo i.s], th e  p o ssib ility  o f p ic f e r e n l ia l  
a sse ssm en ts  s ti l l  ex is ts.
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e r e n t i a l  assessments ,2- a n d  th e  p r o v is io n  o f p u b l i c  se rv ic e s .22 
T h e  p o s s ib i l i t y  of a u g m e n t in g  t h e i r  r e s p e c t iv e  f is ca l capa c it ie s  
b y  a t t r a c t in g  n ew / in d u s t r y  t h r o u g h  a m a n ip u l a t i o n  o f  these f a c ­
tors causes “k e en  c o m p e t i t i o n ’* am o n g  th e  m u n i c ip a l i t i e s  of th e  
m e t r o p o l i t a n  area.-’1

T h i s  c o m p e t i t i o n  m a n i f e s t s  i t s e l f  o n  b o t h  a lo c a l  a n d  a r e ­
g io n a l  p la n e .  A t  th e  lo c a l  l e v e l ,  th e  i n i t i a l  d e c is io n  o n  the a p ­
p ro p r ia te n e s s  o f a g i v e n  d e v e lo p m e n t  w i t h i n  the  m u n i c i p a l i t y  
te nd s  to b e  based  o n a n  a n a ly s is  o f  w h e t h e r  th e  ta x  r e v e n u e  
to h e  g a in e d  f r om  th a t  d e v e lo p m e n t  w i l l  e x c eed  tho cost o f  p r o ­
v i d i n g  th e  n e ces sa ry  p u b l i c  s e rv ic e s  to i t .2* A t  th e  r e g io n a l  l e v e l ,  
m u n i c i p a l i t i e s  s t r i v e  to in f l u e n c e  the  lo c a t io n  o r n a tu r e  o f arca- 
w id e  d e v e lo p m e n t  so as to d e r i v e  th e  greatest , p o s s ib le  i mprove- 
m e n T TrT t h e i r  J iscf»T~capacities; th is  im p r o v e m e n t  i n  Fiscal ca- 
p a c i t y  m a y  h e  soug h t  r e g a r d le ss o f sa fe ty, TnT v iro nm on la l, o r  dOTer 
c o n s id e i . i l io n s .-11 O n  th e  o th e r  h a n d ,  i n d i v i d u a l 'n n ih i e i p a l i t i os 
res is t the  lo c a t io n  w i t h i n  t h e i r  b o rde rs  of d e v e lo p m e n ts w h i c h  
w i l l  r e d o u n d  to th e  b e n e f i t  o f th e  e n t i r e  m e t r o p o l i t a n  area, b ut, 
w h i c h  w i l l  n o t  c o n t r ib u t e  to th e  lo c a l  tax  base.'-7 I n  a t t em p t in g  
t r m t t n n t t F lo c a !  l a n d  use so as to m a x im iz e  th e  (ax a d v a n ta g e  
o f  t h e i r  m u n i c i p a l i t y ,  lo ca l o f f ic ia ls ' m a y  thus  forgo o r res is t de-

23, .See S ta ts-L oom , T a x a t io n ,  supra  n o te  21, a t 71-75.
21. Id. a t  70. See n h o  U iihan A m uiica , su j.ro  n o te  2, a t 12 ( "cu t­

th ro a t in te rg o v e rn m en ta l com pe titio n”).
25, Sec  M aiwoms, sttprn n o te  *1, a t 2-22; Uv l r o paU t a n  G o v e r nmen t ,  

supra  n o lo  10, a t 125. R egu la tin g  d ev e lo pm en t r.n th is  basis  is te rm ed  
" fisc a l zon ing ." N etzer, supra  n o te  13, a t  -173. I ts  e ffec t is m ost p ro ­
n ounced  w hen  th e  m u n ic ip a lity  is con fined  to a sm a ll geo,graphic a re a . 
I d .

T iie  u su a l ta c tic  fo r d iscou rag in g  u nw an te d  d eve lo pm en t w ith in  th e  
m u n ic ip a li ty  is  e x c lu s io n a ry  zoning. O rn / rx a  Lkac.uk, supra  n o te  11, a t  
5. If, on  th e  o th e r  hand , ttic  d ev e lo pm en t u n d e r cons id e ra tio n  w ou ld  
la; a n  econom ic a sse t to th e  m un ic ip a lity , its  g row th  rnay lie en cou rag ed  
by  o ffe r in g  p re fe re n tia l assessm en ts, see Ilousv: llreoRT, snpru  n o te  tl, a t 
(i, o r  by ex te n d in g  w a te r  and  s ew e r fac ilitie s to tho in ten ded  site, sec" 
M nigolis, T h e  D em an d  l o r  U rb an  P ub lic  Serv ices ,  in  Is s u e s  i n  U i u i a n  

E co n om ic s  527, 535 (1053).
20. F o r  exam ple, a lth o ugh  m un ic ip a litie s  h av e  lit tle  hope of in f lu ­

en c in g  th e  loca tion  o f a freew ay , th ey  m ay  h av e  som e e ffec t on th e  n u m ­
b e r  and  loca tion  o f fre ew ay  in te rch ang es . T h e  m ore In te rch anges a m u ­
n ic ip a lity  h a s  w ith in  its boundaries, th e  m o re  access it can  o ffe r to loca l 
com m erc ia l o r  in d u s tr ia l d eve lopm en t. A  concern  fo r tra ff ic  sa fe ty , 
how ever, m ig h t call fo r w id e ly  spaced  In te rchanges, th u s  ru n n in g  c o u n te r 
to  th e  econom ic in te re s ts  o f local com m unities. See  I (oust; Rei'OKT, supra  
n o te  tl, a t  <5-5.

27. F o r  exam p le , pa rk s, open  .spaces, and  w e tlan d s  m ig h t w e ll b e  
sac rif ic ed  if b a la n ced  in  th e  ca lcu lu s  of on ly  one  m un ic ipa lity , w h e re a s  
th e y  w ou ld  p e rh ap s  b e  p re se rv ed  if th e  in te re s t o f th e  seven-coun ty  a re a  
as a  w ho le  w e re  to b e  considered , Sec id. a t 3—1.
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v c lo p m e n t  tha t m ig h t  b e  h i g h l y  d e s ir a b le  f r om  th e  v i e w p o in t  of 
n o n e c o n om ic  cons ide ra t ions .

A s  a resu lt  o f th is  c o m p e t i t io n  fo r  a m o re  p r o d u c t i v e l a x  
base, th e  s c v om e o u n t y  area has s u l l c r c d h a p h n z a r cl a nd  i n e f f i ­
c i e n t  d e v e lo pm e n t .  M u n i c i p a l o r d in a n c e s  d es ig ned  to im p r o v e  
i i  m u n i c i p a l i t y ’s f is ca l  c a p a c i t y  fo rce  d e v e lo p e rs  w h o  do n o t  m e e t  
p re s c r ib e d  standards' to m o v e  f a r t h e r  a w a y  from  the c e n te r  of 
t i i e  area . T h is  c o n t r ibu tes  to u r b a n  s p r aw l a n d  h ig h  p u b l i c  ser­
v i c e  costs i n  r em o te  areas,-H w h i l e  u n d e v e lo p e d  la n d  n e a r e r  to
t h e  c e n t r a l c i t ie s  a n d  a lr e a d y  f u l l y  f u r n is h e d  w i t h  n u b l i c  serv ices  
i: r  a v a i l a b le ?5 F u r t h e rm o re ,  ta x  c o n s id e ra t io n s  h in d e r  the  co n ­
s o l id a t io n  a n d  a n n e x a t io n  o f som e  o f  th e  m y r ia d  g o v e r n m e n t a l
u n i t s  i n  th e  seven-county  a rea ,’’1* th e re b y  p r e c lu d in g  e co nom ie s  
o f  sca le  i n  the  p r o v is io n  o f p u b l i c ' s e r v ic e s ! C o n s e q u e n t ly ,  th e  
in te r e s t  of m u n i c ip a l i t i e s  in  im p r o v in g  th e i r  f is ca l c a p ac it ie s  co n ­
f l i c t s  w i t h  w h a t  m ig h t  b e rega rded  as o p t im a l  re g io n a l d e v e lo p ­
m e n t .

U n d e r  a t r a d i t io n a l  t a x in g  sys tem , the re fo re , m u n i c i p a l i t i e s  
h a v e  l i t t l e  i n c e n t i v e  to co ope ra te  w i t h  a r e g io n a l  d e v e lo p m e n t  
p l a n  th a t  co n f l ic t s  w i t h  t h e i r  in te re s t  i n  m a x im i z i n g  f is ca l c a p a c i ­
t ies. Y e t  th e  n e ed  fo r a re g io n a l d e v e lo p m e n t  p la n  is e v id e n c e d  
b y  th e  le g is la t i v e  m a nd a t e  to the  M e t r o p o l i t a n  C o u n c i l '1’ to co ­

ast. C it iz e n s  L eague, supra  n o te  14, a t  ti-C.
20. fn  1073, 41 p e rc en t o f th e  502 s q u a re  m iles in  th e  seven-coun ty  

a re a  se rv ed  by  ex is tin g  s ew e r sy s tem s w a s  v a ca n t land, su ita b le  fo r d e ­
v e lopm en t. M e t r o i ' O m t a n  Council, M k t h o p o u t a n  D e v e l o p m e n t  Fiia.mk- 

woioc I m t o h m  Policies o (1074) ( sim ila r fig u re s  fo r  s to rm  sew ers  and  
p u b lic  w a te r  re p o rte d  to bo 34 p e rc en t a n d  35 p e rc en t, re sp ec tiv e ly) . A 
M etro p o litan  Council s ta f f  re p o r t  e s tim a te d  th a t  tw o  b illion  d o lla rs  in 
d ev e lo pm en t costs could  be saved  th ro u g h  1000 b y  p la n n in g  th e  a re a ’s 
g row th  so as to  u tiliz e  u n d ev e lo p ed  lan d  w ith in  th e  a rea . .SYc 7,1 ktiiopo;.- 
itan Council, M e t h o p o m t a n  D e v e l o p m e n t  Going, eh, D evelopm en t 
F ram ew o rk , a t 3-1 (1974) [h e re in a f te r  c ited  as Mr.Tiiwrot.iiAN D e v e l o p­
m e n t  Guide]; M e t r o p o l i t a n  C o u n c i l  o r  tiik T w i n  Cities Aiika, N b w s -  
lkttkii, Aug. 1074, a t 1.

30. F o r exam ple, one o b s tac le  to conso lid a tio n  o r a n n ex a tio n  is 
u su a lly  th e  re lu c ta n ce  of a r ic h e r  g o v e rnm en ta l u n it  to  s h a re  its la x  base  
w ith  a  p o o re r un it. Sec  Citizens League, supr a  n o te  14, a t  3-4.

31. T ito M etro po litan  Council w as c re a te d  by M i n n .  Stat. ch. 47313 
(1074). Sc a p ipmu iUu  S. Baliungkh, P l a n n i n g  a n d  G o v e r n i n g  t h e  

M e t r o p o l i s — T u b  T w i n  Cities Kx p e e i e n c k  (1971); Met ro po l i t a n  G o v e r n ­
men t ,  supra  n o te  10. T ito Council is re sp on s ib le  fo r p ro v id in g  a D eve lop ­
m en t G u id e  fo r th e  seven- eoun ty  a rea , sec n o te  33 infr.i, and  fo r co ­
o rd in a tin g  th e  fu n c tio n s o f v a r io u s  com m issions th a t  p ro v id e  c e r ta in  
se rv ic e s  in th e  seven-coun ty  a rea . Sac  M i n n .  Stat, !•§ 4731105(5a), .002 
(1974) (Council’s  p ow e rs) ; id. §§ 473A.05I(2), .0d(Ja) ( tran sit) ; id. S3 
473C.0I, .05 (sew age); id. § 473D.03 (solid w a s te  d ispo sa l) ; id. § 473(1.0!
(1) (m e tropo litan  p a rk s  a n d  open  space) . T h e  Council a lso  h a s  th e  
p ow er to re v iew  th e  long-term , com p reh en siv e  p lan s  o f in d ep en d en t
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o r i l i n a t e  a n d  p la n  d e v e lo p m e n t  fo r  th e  seven-coun ty  a rea .32 
W i t h o u t  som e  ta x  re f o rm ,  h o w e v e r ,  th e  C o u n c i l  m ig h t  e x p e c t  
to e n c o u n t e r  s e r iou s  o p p o s it io n  to i ts  D e v e lo p m e n t  G u i d e 33 frorn 
m u n i c i p a l i t i e s  th a t  w o u ld  b e  e c o n o m ic a l l y  i n j u r e d  b y  its im p l e ­
m e n t a t i o n .31 T h u s ,  som e  w a y  o f r e d u c in g  [he i m p a c t  o f f is ca l 
d is p a r i t ie s  o n  area~cl e v e lo pm e n t  a n d  th e  p r o v is io n  o f p u b l i c  ser­
v ic e s  w as  necessa ry  i n  o r d e r  to a l l o w  d e ve lo pm en t ,  i n  a c co rd an ce  
w i t h  ^ r e g i o n a l  p la n .  I t  is  th is  n e ed  w h i c h  th e  F is c a l  D is p a r i t ie s  
A c t  a t tem p ts  loTYrorrt.

I I .  T H E  F I S C A L  D I S P A R I T I E S  A C T  

A .  H i s t o r y  a n u  O b r a t i o n  o k  t u b  A c t

I n  1971, th e  M in n e s o t a  le g is la t u r e  a f te r  s to rm y  d eba te25

com m iss ion s if tho se  p lan s  m ay  h a v e  an  area-w ide  o r  m u lti- com m unity  
e ffec t, o r  n su b s ta n tia l  e ffe c t on m e tro p o li ta n  d eve lo pm en t. I d .  3 
473B.06 (6).

32. F o r  ex am p le , th e  Council h a s  a d o p ted  th e  po licy  th a t  com m er­
c ia l a n d  in d u s tr ia l  g row th  sh o u ld  he c lu s te re d  in  sev e ra l m a jo r, d iv e rs i­
fied  c en te rs , r a th e r  th a n  b e in g  sc a tte red  th ro u ghou t th e  m e tro p o litan  
a re a . Mf.tuoi'OLITan D e v e l o p m e n t  Guide, supra  n o te  20, a t  8-9, 10-17,
31. In  th is  respect, ttic  F isca l D isp a ritie s  A c t p rom o te s  tho  C ounc il’s  
p la n s  b y  re d u c in g  th e  com pe titiv e  n eed  fo r su ch  d ev e lo pm en t to o ccu r 
in  a  p a r t ic u la r  com m un ity , w h ile  avo id in g  th e  o th e rw ise  in e q u ita b le  r e ­
s u l t  o f c o n c e n tra tin g  th e  com m erc ia l- indu str ia l tax  b a se  in o n ly  a  few  
loca litie s . See  n o te s  10-20 supra  and  accom pany ing  tex t.

33. M i n n .  Stat. § 47311.06(5) (1971) re q u ire s  th e  C ounc il to p ro ­
d u c e  a  D ev e lo pm en t G u id e  fo r the seven-coun ty  a re a . T h e  G u id e  w ill 
e s ta b lis h  g e n e ra l po lic ies fo r th e  a re a ’s g row th . S ee  g ene ru llp  F re ilic h  
ft Itag sda le , T im in g  u nd  Sequen t i a l  C on t r o l s— The  Essent i a l  Uasis for 
R eg io n a l P l a n n i n g :  An. Avu l gs i s  o j  the N e w  D irec t i ons  j o r  L an d  Use 
Con t r o l  i n  the M inncapo l i s-St .  P a u l  Me t ropo l i t an  Region, 53 M inn . I., 
ltnv. 1009 (1974). D iffe re n t lev e ls  of g o v e rnm en t sh a re  th e  p la n n in g  and  
im p lem en ta tio n  re sp o n s ib ili tie s  fo r th e  G u ide 's D ev e lo pm en t F ram e ­
w o rk ; lo ca l g o v e rnm en ta l u n its  o r ig in a te  p lan s  w h ich  m u s t acco rd  w ith  
th e  g e n e ra l po lic ies e s tab lish ed  by  the  Council. See  M n n o r o L t V A N  

D ev e lo p m en t Guide, supra  n o te  29, a t  10-12, 39-43. Sea also n o te  104 
i n f ra .

34. See  Citizend L eague, supra  n o te  11, a t  G; H o u s e  Rei*oiit, supra 
n o te  8, a t  2. See also no tes 31-32 supra.

35. T h e  h ill p a ssed  th e  se n a te  by one  vole. O r th e  31 se n a to rs  w ho  
v o ted  a g a in s t th e  bill, 12 w e re  from  th e  seven-coun ty  a re a  and  19 w e re  
f rom  o u ts ta te  M inneso ta . M inneapo lis  T rib un e , J u n e  2, 19'/J, § A, a t  1, 
cols. 2-G, a t  4, cols. 4-5. F in a l passage in th e  hou se  w as by  a v o te  of 
83 to  39, w ith  13 of th e  o ppon en ts  re p re se n tin g  d is tr ic ts  w ith in  th e  seven- 
co un ty  a re a . M inneapo lis  T ribune, J u ly  1G, 1971, § A, at 1, cols. 4-8, § 
C, a t  5, eols. 5-8.

S u b u rb a n  o p pon en ts  fe a re d  th a t  the b ill w ou ld  lead  to loss o f th e  
loca l ta x  base, re d u c tio n  of in cen tiv es to a t t r a c t  com m erc ia l d eve lopm en t, 
a n d  a d op tio n  o f a m e tro p o lita n  g ov ernm en t. See id. , S A, a t 1, col. 8; 
M inn eapo lis  T rib un e , J u n o  2, 1971, § A, a t 1, col. 4. T h e  A ct w as a lso
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passed the Metropolitan Fiscal Disparities Act,35 which provides 
a method of reducing fiscal disparities within the seven-county 
area while retaining existing governmental and tax structures. 
The Act, which nominally37 went into operation in 1972, was 
greeted with national acclaim as both an innovative and a realis­
tic approach to metropolitan problems.38 Some skepticism lias 
been expressed, however, as to whether the Act will ultimately 
be effective.30

The basic concept of the Fiscal Disparities Act is tax base 
sharing. In  particular, the Act implements a plan whereby 40 
percent of the commercial-industrial growth in the seven-county 
area since 1971 is to bo shared by all governmental units 
levying property taxes within the area. The Act places no 
resu iclions on where or how the shared funds can be spent by 
the recipient governmental units, although it does state six objec­
tives which it is hoped the tax base sharing will accom­
plish."’ The Act, moreover, does not fundamentally change the

n r> jf/fS? :"4 Is-. •V'Aw'iY,

sa id  to  h a v e  v ir tu a lly  in su rm o u n ta b le  a d m in is tra tiv e  p ro b lem s . See M in ­
n ea p o lis  T rib u n e , J u ly  10, 1971, § A , a t  1, col. 3.

R u ra l  le g is la to rs  w h o  opp o sed  p assag e  of th e  A ct Ic n rc d  th a t  it 
w o u ld  b e  e x p a n d e d  to  th e  e n t ire  s la te . Id. A t th e  tim e, su c h  ex p an sio n  
o f th e  p la n  w as p o litic a lly  u n fea s ib le , a lth o u g h  th o  S ta te  P la n n in g  
A g ency  d id  co n sid e r  th e  op tio n , f in d in g  th a t  tho  o u ts ta tc  ta x  b a s e  w as 
in su ff ic ie n t to  re n d e r  (h e  p la n  eco no m ica lly  feasib le . Sec J .  I I o y t  & D. 
N e ls o n , A R e p o r t  o n  R e g io n a l  T a x  B a s e  S h a k in g  4 (1973).

3G. M inn. L aw s E x tr a  Scss. 1971, ch. 24 (cod ified  a t  M in n . S t a t .  
ch . 4731)' (1 9 7 4 )). T h e  co n cep t of ta x  b ase  sh a r in g  fo r th e  se v e n -c o u n ty  
a rea , now  em b od ied  in  th e  A ct, o r ig in a te d  w ith  tho  C itizen s L e ag u e . See 
generally  C i t i z e n s  L e a g u e , sup ra  n o te  14.

37. T h e  f irs t a sse ssm en ts  u n d e r  th e  A ct w e re  re q u ire d  to  b e  com ­
p le te d  an d  ce rtif ie d  to th e  a p p ro p r ia te  co u n ty  a u d ito r  by  N o v em b er 20, 
1972. M in n . S t a t .  §§ 473F.01, .05 (1974). O p e ra tio n  o f th e  A ct w a s  e n ­
jo in e d  by  a  M inneso ta  d is tr ic t  co u rt, h o w ev er, on  th e  g ro u n d  th a t  i t  v io ­
la te d  th e  u n ifo rm ity  c la u se  o f th e  M in n e so ta  C o n stitu tio n . T h is  dec isio n  
w as re v e rse d  by  th o  M in n eso ta  S u p re m e  C o u rt on  S e p te m b e r  13, 1974. 
V illa g e  of B u rn sv ille  v. O n isch uk , 222 N.W .ild 523 (M inn . 1974), appeal 
dismissed, 420 U .S. 910 (1975). See n o te s  55-G4 in fra  an d  acco m p an y in g  
te x t.

33. See, e.g., C o rd lz , A Word for the Properly  Ta:c, 85 F o r t u n e ,  M ay 
1972, a t  105, 112; F n lte r in a y c r , 'M e tro ' governm ent, Twin  C itie s -s ty le , 72 
L iv e ,  J a n . 21, 1972, a t  28; E d ito r ia l, Tax. B ase  Sharing, GO N a t ’l  C i v i c  R e v . 
424 (1971).

39. See A Statistical Analysis, supra  n o te  11, a t  1325 n.lOG ("B u t 
b y  re s tr ic t in g  its scope to  ‘c o m m e rc ia l- in d u s tr ia l p ro p e r ly ,’ th e  p la n  does 
l i t t le  to  en d  en c lav es  o f low  o r  h ig h  re s id e n tia l  p ro p e r ly  tax e s .1') .

40. M in n . S t a t .  § 473F.01 (1974) p ro v id e r-
T h e  le g is la tu re  fin d s i t  d e s ira b le  to  i n v  .u th e  re v e n u e  ra in in g
a n d  d is tr ib u tio n  sy s te m  in  tho  sev en  co u n ty  T w in  C itie s  u re a
to  acco m plish  th o  fo llo w in g  o b je c tiv e s .

(1 ) To p ro v id e  a  w a y  fo r  l o c a . , /  /e rn m e n ts  to  s h a re  in  th e
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F IS C A L  D IS P A R IT IE S  A C T

existing tax structure or its administration;11 .it merely pro­
vides a method by which property in one governmental unit can 
he taxed by others.

Before exploring the workings of the Fiscal Disparities Act, 
it is necessary to review several technical definitions. The focus 
oi the Act is upon “municipalities,” which are defined by the 
Act as cities, towns, or townships located in whole or in part 
w ithin the seven-county area.’- Municipalities are used as a 
basic unit for calculating both the contributions to and the distri­
butions from the area-wide tax base. “Governmental units” arc 
the jurisdictional units that actually collect taxes under the Act. 
They may or may not be municipalities. The Act defines them 
as taxing units or bodies which levy ad valorem taxes in whole 
or in part within the seven-county area; this would include r uch 
units as counties, cities, and school districts.13

re so u rc e s  g e n e ra te d  b y  th e  g ro w th  of th e  a re a , w ith o u t rem o v in g  
a n y  re so u rc e s  v/nioh  ’ acal g o v e rn m e n ts  a lre a d y  h av e ;

(2) To in c re a se  th e  lik e lih o o d  o f  o rd e r ly  u rb a n  d e v e lo p m e n t 
b y  re d u c in g  th e  im p a c t o f fisca l co n sid e ra tio n s on  th e  lo ca tio n  
oi! b u s in e ss  a n d  re s id e n tia l  g ro w th  a n d  of h igh w ay s, t ra n s it  fa c il­
itie s  a n d  a irp o r ts ;

(3 ) To e s ta b lish  in c e n tiv e s  fo r  a ll p a r ts  of th e  a re a  to w o rk  
fo r  th e  g ro w th  o f th e  a r e a  as  a  w h o le ;

(1 ) T o  p ro v id e  a  w a y  w h e re b y  th e  a re a 's  re so u rc e s  ca n  h e  
m a d e  a v a ila b le  w ith in  an d  th ro u g h  Hie e x is tin g  sy s te m  o f local 
g o v e rn m e n ts  an d  local d ec is io n  m ak in g ;

(5 ) To h e lp  co m m u n itie s  in  d if fe re n t s tag es  o f d e v e lo p m e n t 
b y  m ak in g  re so u rc e s  in c re a s in g ly  a v a ila b le  to co m m u n itie s  a t  
th o se  e a r ly  s ta g e s  o f d e v e lo p m e n t and  re d e v e lo p m en t w h e n  f i­
n an c ia l p re s su re s  on thorn  a r e  th e  g re a te s t;

((>) To e n c o u ra g e  p ro tec tio n  of th e  e n v iro n m e n t b y  re d u c in g  
th e  im p a c t of fisca l c o n s id e ra tio n s  so th a t  flood p la in s  can  h e  
p ro te c te d  a n d  la n d  fo r p a rk s  a n d  o p e n  space  can  b e  p re ­
se rv e d  . . . .

A  s e v e n th  o b jec tiv e , co n ce rn in g  th e  d is tr ib u tio n  to m u n ic ip a litie s  of o th e r  
re v e n u e s , i.i b ey o n d  th e  sco pe of th is  N ote . See n o te  7 supra.

41. O n e  of th o  sev en  co u n ty  au d ito rs  se rv e s  as th e  “a d m in is tra tiv e  
a u d ito r"  an d  a d m in is te rs  th e  s ta tu te  fro m  h is  co u n ty  office . M in n . 
S t a t .  TS 47RF.03, .0 7 (3 ), (4) (1974). E ach  co u n ty  t re a s u re r  re m its  th e  
t a x  re v e n u e s  fro m  th e  sh a re d  ta x  b ase  to th e  s ta te  t r e a s u re r , w ho  d e ­
p o s its  tho  re v e n u e s  in  an  a re a -w id e  ta x  acco u n t from  w h ic h  th e y  a re  
su b se q u e n tly  d is tr ib u te d  to g o v e rn m en ta l u n it?  in th e  sa m e  m a n n e r  as 
a r c  a ll  o th e r  ta x  rev en u es . Id. §8 473F .08(7), (it). A sse ssm en t of tho  
m a r k e t  v a lu e  of co m m e rc ia l- in d u s tr ia l p ro p e r ty  w ith in  each  ju r isd ic tio n  
ta k e s  p lac e  a s  i t  d id  b e fo re  p a ssag e  of th e  Act.

42. Id. 5 473F .02(8). Sec also n o te  1 supra.
43. M in n . S t a t .  § 473F.02(5) (1974). See also n o te  1 supra. 

S e v e n te e n  schoo l d is tr ic ts  an d  th re e  m u n ic ip a litie s  a r e  lo ca ted  p a r t ly  
w ith in  an d  p a r t ly  w ith o u t th e  sev en  -county  a rea . T h e A c t d ea ls  to  som e 
e x te n t  w ith  th.ese d iv id ed  g o v e rn m en ta l u n its . S ec tion  473F .02(8) lim its  
tiie  A c t’s  ap p lica tio n  to p ro p e r ty  lo ca ted  w ith in  tho  se v e n -c o u n ty  a re a , 
a lth o u g h  each  m u n ic ip a lity 's  fiscal cap ac ity  is to  bo co m p u ted  on  tho
b a s is  o f it3  e n t ir e  p r o p e r ty  v a lu a t io n  a n d  p o p u la t io n .
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The first step in the operation of the Act is to determ ine. 
the arca-tcide tax base. Every year, tho assessors of each county 
in the metropolitan area assess the value of all non-exempt cortw 
mercial-industrial property located within the municipalities of 
that county. This amount is then compared with the assessed 
valuation11 of such property in 1971, the base year. Forty per­
cent of the increase over the 1971 valuation is then contributed 
by'TFTc municipality to the area-wide tax base for the given 
year.15 If the m arket value of the commercial-industrial prop- 
c-rly w ithin a municipality shows no increase over 1971, that mu­
nicipality makes no contribution to the area-wide lax base. The 
sTnn ot the contributions from al1 the municipalities in the entire 
seven-county area constitute.*: the area-wide tax base.

In order to determine the share of the area-wide tax base 
which each municipality is to receive, a distribution indux, based 
on,tlic_pnpulaiion. and fiscal ~capaclty of each, must be calcu- 
laled.111 A particular municipality then receives a share of the 
area-wide tax base proportional to the ratio of its index to the 
slim of the indices of all municipalities within the scven-county 
afca.'r/ ~Whether tho municipality gains or loses assessed valua­
tion under the plan depends on whether the share it receives 
hflargor or smaller than the one which it has contributed.1*

prov ide;, th a t  tho  m u n ic ip a lity 's  a r e a -w id e  ta x  b ase  d is tr ib u tio n  in d ex , 
sea n o te  4G infra, m u s t bo m u ltip lied  by  th e  f ra c tio n  of th e  m u n ic ip a lity ’s 
p o p u la tio n  re s id in g  in th e  .scven -coun ty  a rea .

44. V a lu a tio n  is d e fin ed  as  th e  m a rk e t  v a lu e  of th e  re a l  p ro p e r ly  
w ith in  a m u n ic ip a lity . M in n . S t a t .  § 473F.02(13) ( 1U74). A ssessed  val­
uation  in th u s  th e  p e rc en tag e  of th e  v a lu a tio n  w h ich  M inneso ta  su b je c ts  
to  th e  ta x . Sue id. § 273.13.

45. h i  8$ 473F.05-.07.
4(>. T h e  a re a -w id e  la x  base  distribution index  fo r  a  m u n ic ip a lity  in 

e q u a l to its p o p u la tio n  m u ltip lied  by  tho  ra tio  of th e  a v e ra g e  fiscal 
c a p a c ity  fo r th e  sc v e n -c o u n ty  a re a  to tho  m u n ic ip a lity 's  fiscal c a p ac ity  
<bo th  m e a su re d  in  th o  p r io r  y e a r )  m u ltip lie d  by 1 vu; it th o  p ro d u c t of 
Ihoso fa c to rs  is less th a n  th e  m u n ic ip a lity ’s p o p u la tio n , h ow ev er, th e  in ­
d ex  is e q u a l In tho  p op u la tio n . Id. $ 473l,\0 7 ( 2 ) .

47. Id. §§ 473F.07 ( 3 ) - ( 5 ) .
43. W h e th e r  a m u n ic ip a lity  g a in s  o r lo ses lax  dollars u n d e r  th e  p lan  

d e p en d s  on th o  re la tio n sh ip  b e tw een  itn local ta x  ra te  a n d  tl. > a r e a -w id e  
la x  ra le . S ee  te x t acco m p an y in g  n o te s  5:i-.r>3 infra. T h e  a m o u n t o f tax  
d o lla rs  a  m u n ic ip a lity  co n tr ib u te s  to th e  a r e a -w id e  ta x  acco u n t is eq u a l 
to  th e  assessed  v a lu a tio n  c o n tr ib u te d  by th o  m u n ic ip a lity  to th o  a r e a -  
w id e  ta x  base  m u ltip lied  by  tho  a re a -w id e  ta x  ra te . T h e  am o u n t of lax  
re v e n u e  a  m u n ic ip a lity  re ce iv e s  is eq u a l to  its  sh a re  o f th e  a r e a -w id e  
ta x  b ase  in u ltip lie d  by  th e  local ta x  ra te . .Vco n o te  51 infra  an d  a c ­
co m p an y in g  te x t. T h u s, ev e n  if on b a la n c e  a  m u n ic ip a lity  loses assessed  
v a lu a tio n  to th e  a re a -w id e  la x  base, it  cou ld  rece iv e  m o re  ta x  d o lla rs  
th a n  it  c o n tr ib u te s  to  th e  a re a -w id e  ta x  acco u n t i t  i ts  local ta x  r a te  is 
su ff ic ie n tly  g re a te r  th a n  th e  a re a -w id e  tax  ra te . A  s im ila r  s itu a tio n  m ay
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Once the contributions to and the distributions from the 
area-wide tax base have been calculated for municipalities, the 
focus shifts to the governmental unit so that the mechanics of ac­
tually collecting tax revenues under the Act may he worked 
out. Initially, each governmental unit must ascertain its local 
tax base; this is done by determining the assessed valuation nf 
all nonexempt real property within the governmental iu.it and 
subtracting the contributions made to the area-wide tax base by 
m unicipalities located in~whofiP or in part within its jurisdic­
tio n /11 The governmental unTf must also ascerLain~Ifs share of 
the area-wide tax base; tiiis share is determined by adding to­
gether the distributions to which all municipalities located in 
whole or in part within the unit’s jurisdiction are entitled/'* 
Aware of the sixe of the tax bases upon which it can levy a tax, 
the governmental unit then determines the amount that it desires 
to raise in tax revenue and certifies this amount to tho appropri­
ate county auditor as its levy. The county auditor will subse­
quently apportion that levy between the local tax base—that is, 
that part of the particular governmental unit's assessed valuation 
which was not contributed to tlie area-wide tax base—and the 
unit’s share of the area-wide tax base.*1

The first portion is termed the local levy. The local levy 
divided by tho local tax base equals the local tax rate, a rate 
which will be applied to all taxable property within the jurisdic-

6 P

e x is t  fo r  o th e r  g o v e rn m en ta l u n its . See no tes 49-53 in f ra  a n d  acco m ­
p an y in g  tex t.

49. T h e  c o n tr ib u tio n  of a  g o v e rn m en ta l u n it to llxo a re a -w id e  ta x  
b a se  is p ro p o rtio n a te  to  tin* assessed  v a lu a tio n  of th o  co m n ic rc iu l- in -  
d u s tr ia l  p ro p e r ty  lo ca ted  w ith in  each  m u n ic ip a lity  su b jec t to  th a t  u n it 's  
ta x in g  pow er. M in n . S tat. 8 473F.03(2) (a ) (1974). T h u s, if o ne-h u ll' 
o f th e  co m m e rc ia l- in d u s tr ia l p ro p e r ly  in  a p a r tic u la r  m u n ic ip a lity  w e re  
s u b je c t  to  ta x a tio n  by  th e  u n it, o n e -h a lf  of th e  a n n u m  c o n tr ib u te d  by  
th e  m u n ic ip a lity  to  th e  a re a -w id e  tax  base w ould b e  su b trac ted  fro m  
th e  u n i t ’s  tax  b ase . T h is  p ro ced u re  w o u ld  be re p e a te d  fo r  a ll m u n ic ip a l­
itie s  in  w h ich  th e  u n it lev ie s  taxes.

50. T h e  p ro p o rtio n  o f each  m un ic ip a lity ’s  d is tr ib u tio n  to w h ich  a 
g o v e rn m e n ta l u n i t  is  e n ti t le d  is ca lcu la ted  by d iv id in g  th e  assessed  v a l ­
u a tio n  o f a ll re s id e n tia l p ro p e r ty  w ith in  a m u n ic ip a lity  su b je c t  to  th e  
u n it 's  ta x in g  p o w er by  th e  to ta l assessed  v a lu a tio n  of all re s id e n tia l 
p ro p e r ty  w ith in  th a t  m u n ic ip a lity . Id. § •173l**.08(2) (b ) .

51. T h e  a re a -w id e  lev y  is eq u a l to th a t p o rtion  of th e  to ta l lev y  
re p re se n te d  b y  th e  u n it’s  sh a re  of th e  a re a -w id e  tax  b ase  d iv id ed  by  th e  
sum  of th e  u n it 's  local ta x  b ase  and  its  sh a re  o f th e  a re a -w id e  ta x  base . 
Id . §8 473F .08 (2 ), (3) ( a ) .  T h e  local levy  i3 equal to th e  d iffe re n ce  b e ­
tw e en  tho  to ta l lev y  an d  th e  a re a -w id e  levy . Id. 8 473F.08(3) (b ) .  T h e  
r a t io  of th e  a re a -w id e  levy  to  th e  local lev y  is th u s  e q u iv a le n t to  th e  
ra t io  th a t  th e  u n it’s  s h a re  of th e  a re a -w id e  tax  base  b ea rs  to  th e  local 
ta x  base.
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Minnesota Supreme Court had previously held that tax legisla- 
tion must satisfy two requirements in  order to be valid under 
this clause: similarly situated taxpayers must be treated alike,57 
and special benefits must accrue to the community that bears 
the tax .68 Kcly i'ng principally on the latter of these two require- 
ments, the district court heIfl"lKaFthere was no reasonable rcla- 
tionship~between the contribution'm ada by a municipality to the 
area-wide ttllx base and the”Benefits that its citizens would derive 
from the disTribuTion of funds tmder the Act.-’-* TfrbtHei- words, 
ttaTmain issue ofTTTe_7Jaye was whether those units of govern­
ment within the metropolitan area which in a given year con­
tribute more of their tax base to the pool than is redistributed 
to them are sufficiently benefited to meet the constitutional re­
quirement of uniformity.'10

In a four-three decision in Village of Burnsville v. Oni-
schuk,01 the Minnesota Supreme Court reversed, holding that the
Act satisfies the requirements of the uniformity clause; an appeal
to the United States Supreme Court was dismissed for w ant of
a substantial federal question. The Minnesota court admitted
that a “literal reading" of its prior decisions would have dictated
invalidation of the Act because special benefits would not accrue
to each governmental unit on which the tax was imposed.02
Nonetheless, the court staled that requiring a special benefit to
accrue to the governmental unit

no lo n g e r  a d e q u a te ly  s e r v e s  th e  c o n s t itu t io n a l r e q u ir e m e n t  o f 
u n i fo r m it y . I n  a  s e v e n - c o u n ty  a re a  w h ic h  is  h e a v i ly  p o p u la te d ,
. . .  i t  i s  no  lo n g e r  n e c e s s a ry  fo r  u n its  o f g o v e rn m e n t p r o v id in g  
t a x  r e v e n u e  to  r e c e iv e  th e  k in d  o f  ta n g ib le  a n d  s p e c if ic  b e n e f it s  
to  w h ic h  o u r  c o u r t  h a s  p r e v io u s ly  r e fe r r e d  . . .  to  s a t i s f y  th e  
u n i f o r m it y  c la u 3 e .nu

Instead, the court found that governmental units which con­
tribute more than they receive under the Act derive benefits

07. S ee , e.g., M on tgom ery  W ard  h  Co. v. C o m m 'r o f T a x a tio n , 21G 
M inn. 307, 310, 12 N .W .2d 025, 027 (1043).

53. S ec  C ity  o f Jack so n  v. C o u n ty  of Jack so n , 214 M inn. 2-It, 7 
N .W .2d 753 (1943); V illag e  o f lto b b in sd a le  v. C o u n ty  of H en n ep in , 199 
M inn. 203, 207, 271 N.W . 491, 493 (1937); S an b o rn  v. C om m ’rs o f  R ice 
C o u n ty , 9 M inn. (5 Ciilf.) 253, 202 (11504).

59. T h e  s ta tu te  “ im poses a la x  on som e [u n its ]  fo r  th e  b e n e f it  o f 
o th e rs ."  222 N .W .2d a t  528, q u o tin g  th e  t r ia l  co u rt m em o ran d u m .

00. Id. a t  529.
61. 222 N .\V .2d 523 (M inn. 1974), a p p e a l d ism issed , 420 U .S. 910 

(1975) (n o  su b s ta n tia l fe d e ra l q u e s tio n ) . B u rn sv ille , th e  m u n ic ip a lity  
th a t  ch a llen g ed  th e  A ct, can  bo ch a ra c te r iz e d  as a  dev e lo p ing  su b u rb .

02. Id . a t  530.
03. Id .
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from tho area-wide lax base by reason of the social and economic 
interdependence of the seven-county area. Hence, residents “of 
highly developed commercial-industrial areas . . . enjoy direct 
benefits from the existence of adjacent municipalities which pro­
vide open spaces, lakes, parks, golf courses, zoos, fairgrounds, low 
density housing areas, churches, schools, and hospitals.”04

Two aspects of the court’s decision deserve comment. First, 
the  Fiscal Disparities Act is tax legislation and thus is entitled to 
a presumption of validity.03 This deference is essential to allow 
the legislature to reform local property taxes in the most effi­
cient and realistic manner.00 In Onischuk, the Minnesota Su­
preme Court expressly accorded such deference to the legisla­
ture’s scheme for reducing fiscal disparities.

Second, even though the court found that the "special bene­
fit” requirem ent did not invalidate the Fiscal Disparities Act, 
tha t requirem ent was not completely abandoned: residents must 
still derive some threshold benefit from the allocation of taxes 
under a challenged statute.07 The court in Onischuk merely re­
vised its view of the uniformity clause to take into account what 
it called “a developing concept of the meaning of the word ‘bene­
fit.’ ”os That concept apparently centers around an implicit 
recognition that benefits can be derived from the social and eco­
nomic interdependence of the scven-county area.00 This perccp-

64. Id. a t  532.
G5. C o u rts  tra d itio n a lly  d e fe r  to  th e  leg is la tiv e  ju d g m e n t on  ta x  leg ­

is la tio n  b ec au se  th e  s u b je c t  m a tte r  is com plex , b ec au se  c o u r ts  te n d  to 
la c k  fa m ilia r i ty  w ith  local p ro b lem s, an d  b ecau se  a  s t r ic te r  s ta n d a rd  of 
re v ie w  w o u ld  e n ta i l  in q u iry  in to  th e  p u rp o se  of th e  s ta tu te , a n  esp ec ia lly  
d if f ic u lt  m a t te r  w ith  re sp e c t to  ta x  leg is la tio n . T u ssm an  & tc n liro o k , 
The Equal Protection of th e  Law:;, 37 C a i.ik  L . R ev. 311, 370 n.60, 372- 
73 (191!)). S ee , e.g., G e n e ra l M ills, Inc. v. D iv isio n  of E m p lo y m e n t & 
S e c u r ity , 224 M inn. 3UG, 310-11, 23 NAV.IM 1147,11-19-50 (19-17).

GG. See S a n  A n to n io  Inclep. School D ial. v. R o d rig uez , - i l l  U .S. 1, 
513 (1973)

07. 222 N.W .2d n t  530-32.
GO. Id. a t  530. T h e  c o u r t cited  V isinu v. F re em an , 252 M inn . 177, 

119 NAV.2U (535 (19511), as tho  p re c u rso r  of th is  "e v o lv in g "  n o tio n  o f b e n e ­
f it . V isiw t in v o lv ed  a  ch a lle n g e  u n d e r  th e  u n ifo rm ity  c la u se  to  th e  s t a t ­
u te  e s ta b lish in g  th e  P o r t  A u th o rity  o f D u lu th , an  ag ency  w h ic h  w as to 
f in a n c e  th e  re c la m a tio n  of lan d  an d  th e  co n stru c tio n  of a  te rm in a l p o rt 
fa c ility . In  t h a t  case, th.e M in n eso ta  S u p re m e  C o u rt fo u n d  th a t  a ll  in ­
v o lv e d  ta x p a y e r s  re ce iv e d  b en e fits  su ffic ien t lo u p h o ld  th e  s ta tu te ’s  co n ­
s t i tu tio n a li ty . Y et V isum  co n ce rn ed  b en e fits  th a t  w o u ld  b e  d e r iv e d  from  
a  sp e c ific  im p ro v em en t, w h e rea s  Onischuk in v o lv ed  b e n e f its  to  h e  d e ­
r iv e d  fro m  u n d e te rm in e d  uses of re d is tr ib u te d  re v e n u e s—b e n e f its  a r is in g  
fro m  th e  so c ia l-eco n o m ic  in te rd ep e n d en c e  of th e  a re a .

G9. See t e x t  acco m p an y in g  no te  G1 su p ra . T h e  c o u r t  a lso  ac k n o w l-
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tion of benefit is based on the realization that the political frag­
mentation of tlie seven-county area is artificial and that the 
area is actually a socially and economically integrated entity. In 
essence, the seven-county area can be viewed as a large city 
rather than as numerous, completely autonomous political subdi­
visions.

In ruling on the constitutionality of the Fiscal Disparities 
Act, the Minnesota Supreme Court did not explicitly address the 
equal protection issue raised by the plaintiffs.70 Thus, it might 
be argued that the statute remains open to a constitutional chal­
lenge on that ground.71 It seems likely, however, that the court

ed g ed  th a t  co m m e rc ia l- in d u s tr ia l p ro p e r ty  can  p ro v id e  a w in d fa ll to th o  
m u n ic ip a li ty  in  w h ich  it lo ca tes, a n d  th a t  com pe titio n  fo r  su ch  p ro p e r ty  
co u ld  lo ad  to  d iso rd e rly  d ev e lo p m e n t of th e  se v e n -c o u n ty  a rea . 222 N.W . 
2d a t  f>32.

70. In  th e ir  com pla in t, p la in tif f s  h ad  a lleg ed  th a t  th e  s ta tu te  v io ­
la te d  th e  eq u a l p ro te c tio n  p ro v is io n s of th e  fo u r te e n th  a m e n d m e n t to  th e  
U n ite d  S ta te s  C o n stitu tio n . 22?. N.W ,ltd a l  526. D o th  th e  d is tr ic t  an d  
s u p re m e  co u rts , h ow ev er, ru le d  e x p lic itly  on ly  o n  th e  u n ifo rm ity  g ro un d . 
I n  p a ss in g  o v e r th e  c tjoa l p ro tec tio n  issue , th e  su p re m e  c o u r t seem ed  
to  in d ic a te  th a t  its  in a tte n tio n  w a s  a t t r ib u ta b le  to  th e  fa c t that, th e  
u n ifo rm ity  c lau se  h as  b een  co n s tru e d  " to  b e  n o  m o re  re s tr ic tiv e  th an  
th e  [ fe d e ra l]  e q u a l p ro te c tio n  c lau se .” Id. a t  527. S ec  In  re  T ax es  
o n  P ro p e r ty  of C old S p r in g  G ra n ite  Co., 271 M inn, -iGO, <160, 13G N .W .2d 
782, 707 (.100:1); A p a r tm e n t O p e ra to rs  A ss’n  v . M inneapo lis , 101 M inn. 
3C5, 3(50, 254 N.W . 443, 444 (1034); H eed v. B jo rn so n , 191 M inn. 254, 20,1. 
253 N.W . 102, 105 (1934). See  a lso  L a k e  S u p e r io r  Consol. I ro n  M ines 
v . L o rd , 271 U .S. 577, 581 (102(i).

71. T h e re  is  a  lin e  o f cases w h ic h  su g g es ts  th a t  th e  A ct co u ld  n o t 
b e  su ccessfu lly  ch a llen g ed  u n d e r  th e  fe d e ra l  eq u a l p ro tec tio n  clause. 
T h u s , w h ile  th e  M in neso ta  S u p rem e  C o u rt h a s  h e ld  th a t  th.e u n ifo rm ity  
r e q u ire d  by  th e  M in n eso ta  C o n s titu tio n  in  th e  d is tr ib u tio n  of ta x  b en e fits  
is ach iev ed  if th e r e in  a re a so n a b le  re la tio n sh ip  b e tw e e n  tax  b e n e f its  an d  
b u rd e n s , see  V is in a  v. F re e m a n , 252 M inn. 177, 103, 80 N.W .2d 035, C30 
(1958) (u n ifo rm ity  of d is tr ib u tio n  am o ng  se v e ra l ta x in g  d is tr ic ts ) ;  V il­
la g e  of I to b b in sd a le  v . C o u n ty  of H e n n ep in , 199 M inn . 203, 271 N.W . 491 
(1937) (u n ifo rm ity  of d is tr ib u tio n  w ith in  one tax in g  d is t r ic t ) ;  S ta te  e.r 
ri'l. C ity  of N ew  P ra g u e  v. C o u n ty  o f S co tt, 105 M inn. I l l ,  2GL N .W . GG3 
(J935) (u n ifo rm ity  o f d is tr ib u tio n  w ith in  o n e  ta x in g  d is t r ic t ) ,  som e 
c o u r ts  h a v e  s la te d  th a t  th e  fo u r te e n th  am en d m en t d oes not r e q u ir e  1hat 
a  ta x  b e a r  a  re a so n ab le  re la tio n sh ip  to th e  b en e fits  rece ived . S ee  C a r­
m ich ae l v . S o u th e rn  C oal & C oke Co., 301 U.S. 405, 521-23 (1037); 
T h o m as v . G ay, ICO U.S. 2 0 1, 278-80 (1897); H ess v . M u lln n cy , 213 F.2d 
035, (139-40 (9 th  C ir.), ccrt. denied, 348 U.S. 835 (1954); M orton  S a l t  Co. 
v . C ity  o f  S o u th  H u tch in so n , 177 F .2d  889, 891-92 (10th C ir. 1019); 
L a fa y e t te  S tee l Co. v. C ity  of D e a rb o rn , 3G0 F . S u pp . 1127, 1131 (E.D . 
M ich. 1973). T h e  la t te r  v iew , h ow ev er, m ay  no t a p p ly  to th e  s itu a tio n  
in  Onischuk. T h o se  cases invo lved  g en e ra l taxes, see  I llin o is  C ent. 
H .R. v. D eca tu r , 147 U.S. 190, 19G-97 (1892); K e lly  v. P it tsb u rg h , 104 U.S. 
78, 80-83 (1881), an d  th e  s ta tu te  in  each  in s tan ce  w a s  ch a llen g e d  by  a 
m e m b e r  of a  co m m u n ity  w h o se  g o v e rn m en t w as su p p o rte d  b y  th e  
d isp u te d  taxes. T h e  F isca l D isp a ritie s  Act, on th e  o th e r  hand , s h if ts  local
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implicitly ruled on this issue.72 Tin's fact, as well as the practical

p ro p e r ty  t a x  re v e n u e s  fro m  o n e  g o v e rn m e n ta l u n i t  to  a n o th e r . U n d e r  
th e  A ct, a  ta x p a y e r  in  one co m m u n ity  m a y  b e  ta x e d  fo r  th e  b e n e f it  of 
a  co m m u n ity  of w h ich  h e  is n o t a m e m b e r  a n d  fro m  w h ic h  h e  rece iv es 
no  g e n e ra l  b en efits . O n th is  basis, th e  A c t is  d is tin g u ish a b le  fro m  th e  
cases c ite d  ab o v e an d  m a y  be: su b je c t  to  s c ru t in y  u n d e r  th e  e q u a l p ro tec ­
tio n  c la u se  of th e  fo u r te e n th  a m en d m en t. See Ad Valorem Financing, 
supra  n o te  1G, a t  81-83.

T w o  p ossib le  c la im s could  b e  m a d e  u n d e r  th e  e q u a l p ro tec tio n  
c lau se . F irs t, b y  l im itin g  th o  a re a -w id e  ta x  b ase  to c o m m e rc ia l- in d u s­
t r i a l  g ro w th , th e  A ct 13 a rg u a b ly  u n d e r in c lu s iv e  s in c e  re s id e n tia l  p ro p ­
e r ty  ab o v e  a  c e r ta in  v a lu e  m a y  p ro v id e  a s  m u c h  o f a  w in d fa ll  to  th e  
f isc a l c a p ac ity  of a  g o v e rn m en ta l u n i t  as  d o es co m m e rc ia l- in d u s tr ia l 
p ro p e r ty . l iv en  th o u g h  th e  ca p ac ity  of h ig h  incom e h o u sin g  fo r  g e n e ra t­
in g  ta x  re v e n u e  m a y  b e  less th a n  th a t  o f c o m m e rc ia l- in d u s tr ia l p ro p e rty , 
t h e  fo rm e r  re q u ire s  less ex p en se  fo r  p u b lic  se rv ices , a n d  th u s  cou ld  p ro ­
v id e  a w in d fa ll to  th e  g o v e rn m en ta l u n i t ;  re s id e n tia l  su b u rb s  w ith  h igh  
fisca l cap ac itie s  a re  ex am p les  o f  g o v e rn m en ta l u n its  re ce iv in g  such  w in d ­
fa lls . I t  sh o u ld  b e  n o ted , h o w ev er, t h a t  r e s id e n tia l  p ro p e r ty  lack s th e  
“m e tro p o lita n ” a sp ec t o f c o m m e rc ia l- in d u s tr ia l p ro p e r ty . See n o te  20 
s u p ra  a n d  acco m pan y in g  tex t.

S>.Jond, th e  ap p o rtio n m en t of th e  a r e a -w id e  ta x  base  am o ng  a rea  
m u n ic ip a litie s  is n o t n ecessarily  lin k e d  to  d e fic ien c ies  in  th e i r  fiscal c a ­
p ac ities . B a th e r , th e  A c t’s d is tr ib u tio n  fo rm u la  is b a sed  p r im a r ily  on a 
m u n ic ip a li ty ’s  p op u la tio n , see te x t  acco m p an y in g  n o te s  78-87 infra, a 
m e a s u re  w h ich  fa ils  to  ta k e  in to  ac co u n t th e  a c tu a l n ee d s  a n d  costs faced  
b y  m u n ic ip a litie s  in  th e  s e v e n -c o u n ty  a re a . B y  a llo w in g  re s id e n tia l 
s u b u rb s  w ith  re la tiv e ly  h igh  fiscal cap ac itie s  to  s h a re  th e  a re a -w id e  ta x  
b a se  o n  th e  sam e  b asis  as m u n ic ip a litie s  w ith  lo w e r fisca l cap ac itie s  and  
g re a te r  p u b lic  se rv ice  costs, tho  A c t m ig h t b e  o v c rin c lu s iv e  as  to  its  class 
o f b en e fic ia rie s .

72. T h e  eq u a l p ro tec tio n  issu e  w a s  ra ised  in  th e  p lead in g s, sec 
222 WAV.2d a t  52G, an d  w as b r ie f ly  re fe r re d  to by  th e  d is tr ic t  and  su ­
p re m e  co u rts , sec id, a t  527. T h e  co m m e n t of th e  M in n eso ta  S u prem e 
C o u rt (h a t  th e  u n ifo rm ity  c la u se  h a s  b ee n  c o n s tru ed  to  b e  "n o  m o re  r e ­
s tr ic t iv e "  th a n  th e  eq u a l p ro te c tio n  c lau se , see  no lo  70 supra, a p p e a rs  to 
in d ic a te  th a t  th e  c o u r t fe lt  i t  w a s  re so lv in g  b o th  issues. If , a s  seem s 
lik e ly , th e  issue  w as considered  by  th e  M in n eso ta  co u rt, i t  m u s t h av e  
b e e n  re so lv ed  in  fa v o r of th e  s ta tu te ’s  c o n s titu tio n a lity ; o th e rw ise , tho 
ca se  co u ld  n o t h av e  b een  d ec ided  a s  i t  w as. T h u s, a s tro n g  a rg u m e n t 
c a n  b e  m a d e  th a t  th e  eq u a l p ro te c tio n  issue w as li t ig a te d  a n d  decided  
by  im p lica tio n  in  th e  Onischuk case.

I f  th is  a rg u m e n t in accepted , th e  Onischuk  dec ision  p laces  tw o  doc­
tr in a l  o bs tac les  in  th e  p a th  o f a  fu tu re  ta x p a y e r  p la in tif f . T h e  f i r s t  is 
t h a t  o f tra d itio n a l s ta re  decisis. T h e  o th e r  is th a t  o f  re s  ju d ic a ta , u n d e r 
w h ic h  th e  p a r tie s  to  an  ac tio n  m ay  bo es to p p ed  fro m  ro litig a tin g  in a 
su b se q u e n t ac tio n  issues th a t  w e re  ra ise d  an d  d e te rm in e d  in  th e  p rio r  
ac tio n . Sec generally  B rooks R ea lty , Inc. v. A e tn a  In s . Co., 2G8 M inn. 122, 
128 N .W .2d 151 (19G4). Specific  f in d in g s a r e  u n n e cessa ry ; th e  d o c trin e  
a p p lie s  to  e v e ry  issue w hich  w as a c tu a l ly  lit ig a te d  o r  ra ised  by  th e  
p le a d in g s  in tho  o rig in a l case. See Y o u n gstow n  M ines C o rp . v. F ro n t, 
2GG M in n . 450, 470, 124 N .W .2d 328, 312 (1003); G o lln o r v. C ram , I'slt 
M inn . 8, 10-11, 102 N.W .2d 521, 523 (1000); P re m lc rg n s t v . S ea rle , 111 
M inn . 291, 202, 84 N.W . 107, 103 (1000); O ’B rie n  v. M nm vnring, 70 M inn. 
88, 87-83, 81 N .W . 74G (1000). In  th e  p re s e n t s itu a tio n , th e  d o c tr in e  of 
re s  ju d ic a ta  w o u ld  h a v e  an  e f fe c t b ey o n d  th e  o rig in a l p la in tif fs , since
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unavailability of a federal forum,7:1 makes it improbable that the 
Act will again be sTibjectcd to judicial review on equal protection 
(pounds.

The holding in Onischuk rnay prove to be a narrow one. The 
court's emphasis on the social and economic interdependence of 
the scven-county area74 suggests that its new interpretation of 
the term "special benefit”75 may be limited by the requirement 
of such interdependence. Even so, the decision may have a far 
reaching impact on regionalism; similar statutory schemes could 
be established in other parts of the state where an area is found 
to be socially and economically interdependent. The intorde-

th o  d e te rm in a tio n  in  a n  ac tio n  b ro u g h t by  o n e  ta x p a y e r  b in d s  o th e r  ta x ­
p a y e rs  to  th e  sam e  e x te n t  th a t  it  b in d s  th e  o rig in a l p la in tiff . O ak inan  
v. C ity  o f E v e lc th , 103 M inn. 100, 102, 203 N.W. 014, 515 ( H)2f>); D riscoll 
v. B o a rd  of C o u n ty  C om m ’rs, 1G1 M inn. 494. 000-02, 201 N.W . 94a, 947- 
4(1 (192a).

73. A fe d e ra l co u rt w o u ld  p ro b a b ly  re fu se  to assu m e ju risd ic tio n  
o f a  c h a lle n g e  to  th e  A ct u n d e r  th e  fe d e ra l eq u a l p ro tec tio n  c lau se  for 
a t  le a s t  tw o  re a so n s . F irs t , w h e n  th e  Onischuk  ea se  w a s  ap p ea led  to 
th o  U n ite d  S ta te s  S u p rem e  C o u rt on eq . al p ro tec tio n  g ro un d s, am ong  
o th e rs , th e  C o u rt d ism issed  fo r  w a n t o f a  su b s ta n tia l fed e ra l q uestion . 
420 U.S. 91G (1970) (issues o f tax a tio n  w itn o u t re p re se n ta tio n  an d  d u e  
p ro cess  w e re  a lso  ra is e d ) . I t  is u n c le a r  w h a t  effect th e  d ism issa l 
w ill h a v e  on fu tu re  eq u a l p ro tec tio n  ch a llen g e s  to th e  A ct. Compare 
O h io  ex  r e t .  E a to n  v. P rice , 3G0 U.S. 240, 247 (1959) (B ren n an , J ., 
s e p a ra te  o p in io n ) ;  P . B a t o n , P . M is h k in ,  D. S h a p ir o  & I t . W m tsr.ir t. 
U a i i t  a  n o  V f ix i r s L E n ’ s  T im  F k w r a i .  C o u r t s  a n d  t h k  F k i ie r a i .  S y s t e m  049 
(2d  cd . 1970); R . S t e r n  & E. G r k s s m a n , S u m iM i: C o u r t  P r a c t i c e  233 
(4 th  cd . 19G9): N ote , The. Insubstantial Federal Question, 02 I Mm'. T.. Rr.v. 
400, 404 (1949) ( ta k in g  tho  v iew  th a t  d ism issa l fo r  w a n t  or a su b s ta n ­
t ia l  fe d e ra l q u es tio n  l.s a decision  on th o  m e r i ts ) ,  with  C om m ent. The 
Significance nj Dismissals "For W aul of a Substantial Federal Question": 
Original Sin in the  Federal Courts, Of! C o i.u m . I , .  Rev. 705 (1000) ( ta k in g  
th o  v iew  th a t  such  a d ism issal is in  m a n y  canes ak in  to  a d en ia l o f c e r t i ­
o ra r i , w h ich  lack s p rec ed en tia l w e ig h t) .

S econd , th e  T a x  In ju n c tio n  A ct o f  1937, 28 U .S .C . 5 1341 (1970), m ay  
p re c lu d e  a  fed e ra l co u r t fro m  assu m in g  ju r isd ic tio n . T h a t s ta tu te  p ro ­
v id e s  th a t  " th e  d is tr ic t  co u rts  shall n o t en jo in , su sp en d  o r  re s tra in  th e  
a sse ssm en t, lev y  o r  co llection  of an y  ta x  u n d e r  S ta le  la w  w h en  a p la in , 
sp e e d y  an d  e ffic ien t re m e d y  m ay  b e  h ad  in th e  c o u r ts  of such  S ta te .” 
Id. See, e.g., M andcl v. H u tch in so n , 494 F .2d 3G4 (0 th  C ir. 1974). T h e  
v e r y  o c c u rre n c e  o f th e  Onischuk su it  is s tro n g  ev id en ce  th a t  such  a re m ­
e d y  e x is ts  in M in neso ta . M oreover, fe d e ra l d e c la ra to ry  re lie f, th ou g h  
s till  te c h n ic a lly  av a ilab le , 1A J .  M o o rk , F e d e ra t . P r a c t i c e  V .297, a t 2285 
(2d  ed. 19591, is a d isc re tio n a ry  re m e d y  g o v e rn ed  b y  g en era l eq u ita b le  
p rin c ip le s . I t  linn u su a lly  b een  d en ied  in eases a tta c k in g  s ta te  ta x  le g is ­
la tio n  w h e re  an  a d e q u a te  re m e d y  ex is ts  u n d e r  s ta te  law . E.g., G re a t 
L u k es  D red g e  & D ock Co. v. H u ffm an , 319 U.S. 293 (1943). See L y n ch  v. 
H o u seh o ld  F in . C orp., 4 0 5 U .S. 538. 542-43 n.G (1972).

74. See. t e x t  acco m pan y in g  n o te  G4 supra.
75. See te x t  acco m pan y in g  n o te s  G3-G9 supra.
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pcndcnce itself would appear »> meet the threshold requirement 
of benefit necessary to validate the tax scheme.

The fact that additional use of this statutory scheme would 
be found constitutional, however, (iocs not mean that it will come 
info common use. There is a basic political conflict between the

local autonomy, "’he Act itself was a compromise, partially in- 
tfoducing regional .ancing of governmcntal units while at the 
same time retaining local ’icisionmnkmg. W hether this compro­
mise is likely to be repeated oFnol depends heavily on the effect
of'lh'e present Act;  " ~

III. EFFECT OF THE FISCAL DISPARITIES ACT:
A ClllTICAL ANALYSIS

As previously noted,7" the presence of fiscal disparities 
within the seven-county metropolitan area has had two major 
effects: inequities in tho provision of public services and imbal­
ance in area development. The success of the Fiscal Disparities 
Act will thus be largely contingent on the extent to which it 
eliminates those problems.

A . P h o v is io n  ok  Punuc S khvices

Fiscal disparities produce inequities in the lax rales which 
residents of different governmental units must pay in order to 
obtain a given level of public services.77 The effectiveness of 
the Act in equalizing those lax burdens will depend upon llic 
degree to which the factors chosen to measure “fiscal capacity” 
relate to tho problems t in t  the Act is intended to solve, and also 
upon the extent to which a perceived fiscal capacity will influ­
ence the Act’s distribution formula.

Fiscal capacity can be measured hi two ways: through the 
use of economic Indicators such as income levels, or by a compari­
son of the revenues that would bo raised in different municipali­
ties by a representative lux system.'* The Fiscal Disparities Act 
relies on tho second conceptual measure of fiscal capacity, de­
fining the fiscal capacity of a municipality as the market value 
of the real property within its borders divided by its popula­
tion,70 and using the real property lax—the prime generator of

70.
77.
72.
70.

Sett te x t acco m p an y in g  no tes 8-34 su p ra .
See  n o te s  11-20 supra  nml a c c o m p a n y in g  tex t. 
Sec M k a s u h k s , supra  n o te  11, :<t •!-!!, 13-f>2. 
ATinm . S t a t .  § H 7 3 l ' \ 0 2 ( l 3 ) ,  ( M )  (1 0 7 4 ) .
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local government revenues—as its representative tax. The use 
of the market value of real property rather than its assessed 
valuation is desirable, since it will eliminate inter-municipality 
differences which might arise from varying assessment practices 
as well as from Minnesota’s property classifications.80 M arket 
values also serve as some indicator of the income received and 
produced within the municipality.81 Nevertheless, the use of 
population as a divisor in the Act’s definition of fiscal capacity 
renders that definition a per capita index, reflecting the assump­
tion that a municipality’s expenditure requirements vary directly 
with its population. This assumption, however, ignores the fact 
tha t the composition of a municipality’s population may have an 
extraordinary effect upon that municipality’s need for public ser­
vices.8- To some extent, the limitation on the Act’s definition 
of fiscal capacity rnay be attributed to statistical deficiencies— 
a lack of data that impedes both the determination of an accurate 
measure of fiscal capacity and the usefulness of such a formula 
once it has been devised.83 Even so, the Act’s definition fails 
to account for granls-in-aid that a municipality may receive from 
outside sources, funds which are certain to affect fiscal capacity 
and which should be readily ascertainable.

Once determined, fiscal capacity may be at best a fractional 
part of the distribution formula of the Act. Under the Act, a 
municipality’s area-wide tax base distribution index is propor­
tional lo its population and inversely proportional to its fiscal

BO. M e t jio i ’OiT fax  C o u n c i l ,  s u p r a  n o te  lit, a t  SO. M in neso ta  c la ss i­
fie s  p ro p e r ly  arid, b ased  u pon  th a t  o la s s if ic a tio ., ap p lie s  n p a r t ic u la r  p e r ­
ce n ta g e  f ig u re  to th e  p ro p e r ty ’s  m a rk e t  v a lu e  to  a r r iv e  a t  th e  p ro p e r ty ’s  
assessed  v a lu a tio n . S e e  M inn*. S tat. 5 273.13 (1971).

61. M etrouomtan C o un cil , s u p r a  n o te  13, a t  SO. T ho  m a rk e t  v a lu e  
o f re s id e n tia l  p ro p e r ty  se rv e s  as a fa ir ly  a c c u ra te  m easu re  o f p erson a l 
incom e, b u t co m m ercia l an d  in d u s tr ia l p ro p e r ty  v a lu e s  a r e  less c losely  
re la te d  to b u s in e ss  incom e. M aucoi.ts, s u p ra  n o te  4, a t  4-5, 4-0, 4-11, 5-4.

82. F o r  ex a m p le , th e  ag e  d is tr ib u tio n  of th e  p op u la tio n  m ay  a ffec t 
p u b lic  se rv ice  re q u ire m e n ts . I f  a m u n ic ip a lity ’s p o p u la tio n  is  re la tiv e ly  
y o u n g  (re q u ir in g  sellouts) o r  r e la tiv e ly  old ( re q u ir in g  a s s is ta n c e ) , th e  
m u n ic ip a lity ’s p u b lic  se rv ice  e x p e n d itu re s  w ill be g re a te r  th a n  if th is  
w e re  not. th e  case. M b a s u iik s , s u p r a  n o te  11, a t  9, 97-105. G e n e ra lly , 
c e n tra l  c ities su ch  as  M in n eap o lis  an d  SI. P a u l  co n ta in  a g re a te r  p e r ­
c e n tag e  o f th e se  sp ec ia l p o p u la tio n s  th a n  do  th e  su b u rb s . S e a  E. U u a n p t , 
I t. J a c k s o n  fc J .  W h i t e ,  T im  P - . io i i t  o r  tub  C i t i e s  (1972); E. F .u a n d t , 
T u b  P l i g h t  o ? t u b  C i t i e s  (S u p p . 1973).

83. S a c  M k t k o v o l i t a n  C o u n c i l ,  s u p r a  n o te  13, a t  51. C om pare , for 
ex a m p le , th e  re co m m en d a tio n  o f a  fiscal cap ac ity  fo rm u la  b ased  on  in ­
com e receiv ed  an d  p ro du ced  w ith in  a  co m m u n ity , M a k c o m s , s u p r a  n o te  
*1, a t  3-9, w ith  th o  M e tro p o litan  C o u nc il’s re co m m en d atio n  o f a fo rm u la  
b a se d  on  th e  m a rk e t v a lu e  o f r e a l  p ro p e r ty , MirnicroLivAN C o u n c i l ,  

s u p r a  n o te  13, at 51.
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capacity,54 unless a municipality’s fiscal capacity exceeds twice 
the average fiscal capacity of the area, in which case its distribu­
tion index equals its population.55 Population is therefore ac­
tually utilized twice in the distribution formula: first, as an ele­
ment in the determination of fiscal capacity; and, second, as a 
factor in the formula itself. Population alone, however, is not 
an accurate measure of a municipality’s public needs.50 Because 
of this reliance on population, the distribution formula of the 
Act will be of limited effectiveness in reducing fiscal disparities 
and the resulting inequities in tax burdens. Municipalities will 
still be unable to provide a given level of public services at a 
uniform cost.57

But this objection remains somewhat abstract. A more con­
crete understanding of the Act’s relationship to the provision of 
public services can best be achieved by examining the possible 
effects of the statute in three types of communities.

84. A  m u n ic ip a li ty 's  a r e a -w id e  ta x  b a se  d is tr ib u tio n  in d e x  is eq u al 
to  th e  p ro d u c t o[ ita p o p u la tio n , th e  a v e ra g e  fisca l ca p ac ity  fo r th e  a re a  
d iv id ed  b y  th e  m u n ic ip a li ty ’s  fisca l ca p ac ity , an d  tw o :

P o p . X ( (avg . f .c .) / ( f .c .> )  X 2 
M in n . S t a t .  § 473F .07(3 ) (1974). S in ce  th e  a v e ra g e  fiscal cap ac ity , id. 
§ 473l<\02(15), i3 a  c o n s ta n t fo r ea ch  m u n ic ip a lity , if K  is d es ig n a ted  as  
2 X (avg . f.e .) , a  m u n ic ip a li ty ’s s h a re  o f  th e  a r e a -w id e  ta x  b ase  eq u a ls : 

P op. X ( (avg . f .c . ) / ( f .e . ) )  X 2 =  K  X ( ( p o p ) / ( f . c . ) ) .
85. T h e  fo rm u la  u sed  in  th e  ca lcu la tio n  of a  m u n ic ip a lity ’s  a ro a -  

v /id c  ta x  d is tr ib u tio n  in d e x  docs n o t  la k e  ac co u n t o f th e  am o u n t by  
w h ic h  a m u n ic ip a lity ’s  fiscal c a p a c ity  ex ceed s tw ice  th e  av e ra g e  fiscal 
c a p ac ity ; th e  p o ss ib ility  ex is ts , th e re fo re , t h a t  a  p a r tic u la r  m u n ic ip a lity  
cou ld  re c e iv e  an  u n n o o d cd  a d d itio n a l a m o u n t of th e  a re a -w id e  ta x  base. 
T h is  s i tu a tio n  a r ise s  b ec au se  o f th e  p re se n c e  of th e  n u m e ra l tw o as a 
f a c to r  in  th e  fo rm u la  a n d  b ec au se  (lie in d e x  is n o t a llo w ed  to  bo  less 
th a n  a m u n ic ip a lity 's  p o p u la tio n . Id. 8 473F.07(3 ) . F o r  ex am p le , 
if  r  eq u a ls  a v e ra g e  f isc a l c a p a c ity  a n d  s eq u a ls  th o  fisca l cap ac ity  
o f  a m u n ic ip a lity , th e n  w h e re  p e q u a ls  th e  p o p u la tio n  o f th a t  m u ­
n ic ip a lity , p  >  p  X ( r / s )  X 2, fo r  a n y  s >  2r. In  1970 o n ly  tw o  sm all 
m u n ic ip a litie s  in  th e  se v e n -c o u n ty  a re a , h ow ev er, h ad  fiscal cap ac itie s  
g re a te r  th a n  tw ic e  th e  av e ra g e  fiscal c a p ac ity ; th u s  th e  p ro b le m  m ay  
b e  n eg lig ib le . Sac  B r ie f  fo r  A p p e lla n ts  a t  A dd-31 , V illag e  of B u rn s ­
v il le  v. O n isch uk , 222 N .W .2d 522 (M in n . 1974), a p p e a l d ism issed , 420 
U.S. 91G (1975).

80. S ee n o te  82 su p ra . A  t r u e  m e a s u re  of n ee d  m ay  b e  im po ssib le  
to  e x p re s s  in  a n y  fo rm u la . S ee  M unicipal Service::, supra  n o te  19, a t
112. Sec also M c ln n is  v . S h ap iro , 293 F . S u p p . 327 (N .D . 111. 1903), ajj'd. 
mem. sub m m . M c ln n is  v. O gilvio , 394 U.S. 322 (1903).

37. T h e  d iscu ssio n  re g a rd in g  m u n ic ip a litie s  a lso  ap p lie s  to  o th e r  
g o v e rn m e n ta l u n its  t h a t  c a lc u la te  t h e i r  d is tr ib u tio n  from  th e  a re a -w id e  
ta x  b ase  ac co rd in g  to  th e  a m o u n ts  m u n ic ip a litie s  w ith in  th e ir  ta x in g  j u ­
r isd ic tio n  rece iv e . In so fa r  a s  th e se  u n its  a r e  la rg e r  in  a re a  th a n  m u n ic i­
p a litie s , h o w ev e r , co s ts  a n d  p o p u la tio n  com position  ten d  to bo m o re  
e q u a lly  d is tr ib u te d .



1. Residential Suburbs with a High Fiscal Capacity

Residential suburbs generally have a low proportion of com­
mercial-industrial to total assessed valuation. If a residential 
suburb has a high fiscal capacity—because, for example, of high 
property values—it may well benefit unduly from the operation 
of the Act. Such a municipality would contribute relatively 
little to the area-wide tax base; yet, because distribution is based 
primarily on population, it would almost certainly be assured 
of showing a net gain under the statute. Thus, an already su­
perior ability to provide public services to residents would bo 
further enhanced by the Act.83

2. Municipalities with Commercial-Industrial Development

Although a municipality with a high proportion of commer­
cial-industrial to total assessed valuation may have a corres­
pondingly' high fiscal capacity, that municipality must provide 
services such as fire arid police protection to the commercial- 
industrial property'. Where the municipality also has a small 
population, however, it will receive less than it contributes to 
the area-wide tax base. If the cost of providing services to the 
commercial-industrial property is greater than the tax revenues 
that such property will generate after the redistribution man­
dated by the Act, the burden of providing the services will par­
tially fall upon the residents of the municipality.80 In this re­
spect, the Act may actually hinder the provision of public ser­
vices in those municipalities with a small population and a fiscal

08. See  V illag e  o f B u rn sv ille  v. O n ischuk , 222 N .W .2d 52B. 038-21). 
541 (M inn . 1974) (d iss e n tin g  o p in io n s) , appeal d ism issed , <120 U .S. 010 
(1075). Of. S tep h en s, The M etropolitan Impact of Fiscal and C ovcrn- 
m entul Rcjorm s: A S im p le  M ode! of the Metropolis, 2 U i»:an L a w . 
405, 510 (1070). But sec C i t iz e n s  L kaoui:, supra  n o te  14, a t  10 (d ec n i-  
phn siz in g  th is  p ro b lem  b ecau se  o f th e  b en e fit  to  school d is tr ic ts  en com ­
p ass in g  re s id en tia l su b u rb s  w ith  h ig h  fiscal c a p ac itie s ) .

80. B e fo re  e n a c tm e n t o f th e  F isca l D isp a r itie s  A ct, those re s id e n ts  
w o u ld  n o t h av e  b ee n  so b u rd e n e d , if it is assu m ed  th a t  re v e n u e s  fro m  
th e  c o m m e rc ia l- in d u s tr ia l p ro p e r ty  w o u ld  h av e  covered  th e  cost o f p ro ­
v id in g  se rv ices  to th e  p ro p e r ty . B u i it  is  d iff ic u lt to e s tim a te  th e  t ru e  
cost o f se rv in g  co m m erc ia l an d  in d u s tr ia l p ro p e r ty . U su ally  co m m er­
c ia l- in d u s tr ia l  d ev e lo p m e n t is co n sid ered  to  b e  a  fiscal a d v an tag e  fo r a 
m u n ic ip a lity , b u t a  c o n se rv a tiv e  v ie w  w o u ld  be th a t  th e  cost o f se rv ices 
to  such  p ro p e r ty  co n su m es th e  la x  re v e n u e s  th a t  it  g en era tes . A lth o u gh  
so m e  m u n ic ip a litie s  m a y  b e n e f it  g re a tly  from  c o m m e rc ia l- in d u str ia l 
p ro p e r ty  w ith in  th e ir  b o rd e rs , th e re  is no a g re e m e n t th a t  th is  w ill  lie 
t r u e  in th e  a v e ra g e  case. See M a i ic o l i s ,  snpru  no te  4, a t  1-17 to  1-18, 
5-8, 7-52.

FISCAI, DISPARITIES ACT
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capacity composed primarily of commercial-industrial assessed ^  
valuation.00

00. I I  poo r p eo p le  te n d  to  liv e  in  m u n ic ip a litie s  w ith  n h igh  com ­
m e rc ia l- in d u s tr ia l  v a lu a tio n , a  d is tr ib u tio n  o f th is  n a tu re  m ay  re sem b le  a 
“ b e fu d d le d  R obin  H ood ," ta k in g  from  th e  poo r an d  g iv in g  to tho  in d i­
v id u a lly  w e a lth y  w h o  re s id e  in th e  s u b u rb a n  m u n ic ip a litie s  w ith  h igh  
fiscal c a p a c ity  S ee  A Statistical Analysis, supra  n o te  11, a l  1337-38,

R ecogn iz ing  th e  g e n e ra l p ro b le m  il lu s tra te d  b y  th is  ex a m p le , tho 
M e tro p o lita n  C ouncil re co m m en d ed  a  p e rc en tag e  e q u a liz a tio n  p la n  for 
m u n ic ip a litie s  an d  a .sharing  o f  c o m m e rc ia l- in d u s tr ia l g ro w th  fo r school 
d is tr ic ts , w h ich  p ro v id e  no  d ire c t  se rv ic e s  to  c o m m e rc ia l- in d u s tr ia l p ro p ­
e r ty . See M f.tkoi'outan C ouN trr., su p ra  n o te  13:

01. See n o te s  19-50 supra  a n d  ac co m p a n y in g  tex t.

3. Certain Governmental Units Noncoterminus with 
Municipalities
Governmental units other than municipalities determine 

both their contribution to and their share of the area-wide tax 
base on the basis of the municipalities wholly or partly within 
their boundaries.'” When the boundaries of a governmental unit 
do not coincide with municipal lines, the unit may be either the 
beneficiary or tho victim of the uneven distribution of residential 
and commercial-industrial property in the divided municipality. 
For example, if a municipality is located within two governmen­
tal units so that one of the units possesses a large percentage 
of the residential valuation of the municipality while the other 
unit has a large percentage of the municipality’s commercial- 
industrial valuation, the former unit will contribute little to the 
area-wide lax base but will receive a large share in the popula­
tion-based distribution. For similar reasons, the latter unit will 
“lose” in tho distribution. If the governmental unit in which 
the residential area is located also has a high fiscal capacity rela­
tive to the other unit, such a result would be contrary to the 
sta tu te’s intent. This effect will be significant, however, only 
when the governmental units cover a relatively small area; 
over large areas such uneven distributions should lend to balance 
out.

To the extent that these and other adverse consequences oc­
cur, the Act’s success in reducing fiscal disparities will be under­
mined. Fvon if (he Act ultim ately equalizes tho benefits that 
residents of the sovcn-counly area receive for their tax dollars, 
however, inequities may nonetheless arise while tho Act is being 
implemented. Before tin; passage of the Act, residents living in 
a municipality with a high fiscal capacity may have enjoyed a
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high level of public expenditures at a relatively low tax rate. 
They may have found this advantage capitalized in their prop­
erty values, whereas residents of a municipality with a low fiscal 
capacity may have suffered depressed property values.0- Fol­
lowing implementation of the Act and the resulting equaliza­
tion of these advantages and disadvantages, property values in 
a wealthy municipality should drop while tliose in a poor mu­
nicipality should rise. During the interim, owners and lessees 
in the former locality will suffer from this adjustment, while 
occupants of the la tter will benefit.03 Inasmuch as the Act will 
have only a moderating impact on fiscal disparities in the seven- 
county area, however, these effects rnay be so gradual as not 
to be serious.

In discussing the impact of the Act on the provision of public 
services, consideration must go beyond the question whether 
the Act will indeed have its anticipated effect on the ability of

9?.. Sea generally  M auoom s, supra  note* <5, a t  ap p . 1 -A ; O ates, The 
Effects of P roperty  Taxes ami Local Public Spandiny on Property  
V alu es: A n Em pirical S tudy of Tux C a p ita lisa tio n  a n d  the 't'iebout H y­
pothesis, 77 J . P or„ K con, 957 (1959). See also  S m ith , Properly Tax 
Capitalization in San  F ranc isco , US N a t ’i. T a x  J . 177 ( l ‘J70).

T a x  ca p ita liz a tio n  o ccu rs  w h e re  p ro p e r ty  v a lu es r ise  b ecause a s u b ­
s ta n tia l  n u m b e r  o t p ro sp ec tiv e  re s id en ts , in m ak in g  th e i r  loca tion al d ec i­
s io n , co n s id e r th e  m ix  o f ta x  ra te  an d  p u b lic  se rv ices  th a t  v a rio u s com ­
m u n itie s  o ffe r. A  m o d e l eased  on th is  n o tio n  is th e  T jebm it h y p o th esis . 
S ec  g en e ra lly  T ic b o u t, A  Pure Theory of Load Expenditures, 54 J ,  P er.. 
E con . 41G (1955). T h eo re tic a lly , if lax  ad v an tag e s  a r c  cap ita lized  fu lly  
in to  p ro p e r ty  v a lu es , ta x p a y e r s  w ho  a r e  re s id en ts  of d if fe re n t m u n ic ip a li­
t ie s  h av in g  d if fe re n t  fiscal cap acitie s w ill pay  e q u iv a le n t sum s fo r p u b lic  
se rv ices . T h e  re s id e n t  o f th e  m u n ic ip a lity  w ith  th e  h ig h e r  fiscal cap ac ity  
w ill  find  th a t  h is  lo w e r ta x e s  fo rce  h im  to  p ay  m o re  fo r b is  housing , 
w h ile  th e  re s id e n t o t th e  p o o re r m u n ic ip a lity  w ill find his ta x e s  h ig h e r  
h u t  h i3  h o u s in g  ch e ap e r. T h u s, th e  lot al p ay m en ts  of each  fo r p u b lic  
se rv ice s  m a y  b e  th e  sam e , m ere ly  being  ap p o rtio n ed  d iffe re n tly  b e tw een  
ta x  an d  r e n t  p ay m e n ts .

93. O ates , supra  n o te  92, a t  959-59, 959 n,3. F o r  ex am p le , an  in d i­
v id u a l w h o  b u y s  p ro p e r ty  in  a m un ic ip a lity  w ith  a h it'll fiscal cap ac ity  
p a y s  a n  in f la te d  p r ic e  b ecau se  th e  m u n ic ip a lity 's  tax  ad v an tag e s  a r e  c a p ­
ita liz ed  in  th e  m a rk e t  v a lu e  of th a t p ro p e rty . A fte r  im p lem en ta tio n  of 
th e  A ct, su ch  a  m u n ic ip a lity 's  tax  a d v an tag e s  w ill d im in ish . T h e  in d i­
v id u a l w ill f in d  n o t o n ly  th a t  h is  ta x  d o lla r  buys less pub lic  se rv ices , 
b u t  a lso  th a t  h is  p ro p e r ty  is w o rth  less th a n  it fo rm erly  w as. C o n ­
v erse ly , a p ro p e r ty  o w n e r  in  a m u n ic ip a lity  w ith  a  low  fiscal c ap ac ity  
w ill f in d  th a t  h is  ta x  d o lla r  w ill h e  w o rth  m o re  as re flec ted  in th e  
a m o u n t o f p u b lic  se rv ices  it  w ill p u rch ase , an d  also  th a t  th is  a d v a n ta g e  
w il l  b e  c a p ita liz e d  in  th e  v a lu e  of h is  p ro p e rty .—a w in d fa ll in c re a se  to 
h im . E x ac tly  w h o  w ill  b e  b en e fite d  and  w h o  w ill tie h u r t, of course , 
d e p en d s  upo n  o n e 's  v iew  of th e  incidence of th e  p ro p e rly  tax , a m a tte r  
o v e r  w h ic h  th e re  is so m e co n tro ve rsy . See F in a n c in g  S c h o o ls , supra 
nottj 2?., a t  131-33, app . C.
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local governments to provide these services. The Fiscal Disp.ir.- 
ties Act expressly relies on existing local governmental structure 
and local decisionmaking; in effect, local governments retain dis­
cretion in both the raising and the spending of revenues received 
from the area-wide lax base. Because of this discretion, ar.y in­
creased ability to raise reveni es for public services which r  .•suits 
from the operation of the \c ;  will not necessarily be converted 
into such services. Whether a governmental unit which loses 
under the Act will raise its I; rate to restore the previous level 
of expenditures for public ser /ices or simply reduce the quantum 
of those services is not control led by tho Act.01 And a unit which 
gains under the Act could clioosc to lower its tax rate or spend 
the funds on other projects, r.ither than increase its level of pub­
lic services.

Thus, if the Act is successful in reducing fiscal disparities, 
its effect will be to remove ‘he size of the local tax base as a 
determining factor in local governmental spending decisions, al­
lowing other considerations lo he given more weight. The Act 
thereby enables a governmental unit lo fund public services in 
an amount based to a greater degree on the unit’s preference 
for Ihosc services. In this way, the Act tends to equalize the 
resources of communities, while allowing them the freedom to 
use their equalized resources as they see fit.

Tl. might be argued, however, that in on urban area composed 
of a myriad of local governrn mini units Jacking the size, popula­
tion, and fiscal resources to provide public services rationally', 
the ideal of local .self-determination is superseded—or at least 
outweighed—by notions of equality, in tin; sense of equal tax 
burdens for a uniform level of services.00 On the basis of effi­
ciency—and perhaps fairness, if benefit and cost spillovers are 
not otherwise recompensed—the present system of local self-de­
termination should give way lo an alternative local governmental 
structure that can provide a standard level of services through­
out the metropolitan area al a uniform cost to all residents.0'1

91. Cf. R. RUISCiMI/Kd F< R, IfAHTMAN, Rl.VOCMING SdiOOI. 1'TnA.SCB 
u3-90 (1973); / .  Statistical. Analysis, supra  n o te  11, a t  1335 n.115.

95. ( ‘J. S ati A n to n io  fm lep . .School D ial. v. R o d rig u e /, '111 U.S. 1 
(1973); A rec ti It: Rosa, Tin: R o d rig uez  Casa: Judicial O v e rs ig h t o f School 
Finance, 1973 B ur. Cv. Rkv. 33, 45; B a te m a n  & B row n, Some Reflections 
on S e r ra n o  v. P r ie s t, 49 J .  Uisiam L a w  701, 703-0!) (1972).

90. F o r  a  lis t o£ c r i te r ia  re le v a n t  to  e v a lu a tin g  local g o v e rn m e n ta l 
s t r u c tu r e  an d  a lso  an  c n iirn o ia lie n  of e le v en  ap p ro ac h e s  to lo ca l g o v e rn ­
m e n t reo rg n n izn lion , see  Metropolitan. Government, supra  n o te  19, a t  134 - 
42. F o r a co m p reh en siv e  an a ly s is  of p u b lic  .services a n d  th e i r  e f f ic ie n ­
cies, see  U.S. A a visor. Y C o a tm ’n  on  1 rn x ro o v  ::hn m k n ta i. K ix a t io n s ,  F t;:~

- ", . -,v •' / ' V  '-'A ’ : •••.•■ • . ‘‘ ‘ : ‘ • / . • • - •• • r .■ - • . '• •- ■ ‘ • ■ i . •. a - •' • * - .
. i / • ‘v  * > ‘i •** v  «.. 1 *>
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Such an alternative structure could take the form of a special 
taxing district providing a single service;07 a metropolitan gov­
ernment furnishing all public services;00 or a federated m etro­
politan government, with the metropolitan government and its 
subdivisions each supplying certain public services.09

Opposing this argument is the contention that if local self- 
determination were to be substantially curtailed, not only would 
the traditional values of local political autonomy be sacrificed100 
but a source of public funds might also be lost.101 Moreover, 
local autonomy may not be as inefficient as it has been argued 
to be. By retaining the existing local governmental structure, 
tho Act preserves, and may in fact increase,102 the freedom which 
both the residents of and newcomers to the seven-county area

l'DRMAKCi: ox  T/wian'  F u nctio ns : L ocai. Ann A hkawtds (1903) [ h e re in -  
f ttlc r  c ite d  ua U iihan F u nctio ns].

97. T h e  fo rm a tio n  o f specia l d is tr ic ts  is, h o w ev er, su b je c t  to  o b je c ­
tion, b ec au se  su c h  d is tr ic ts  d iffu se  local g o v e rn m en t a c c o u n ta b ility  an d  
also  la c k  a  b a la n c e d  p e rsp e c tiv e . Sen N e tze r, s u p ra  n o te  13, a t  492-64; 
M etropolitan Governm ent, supra  n o te  19, a t  135.

93. A n  n rc a -w k le  g o v e rn m e n t m ay  n o t p ro v id e  a l l  p u b lic  se rv ices  
in  th e  m o st e ff ic ie n t m an n e r, h o w ev er, as  d if fe re n t se rv ice s  haves d if fe r ­
e n t eco no m ies of scale . In  p a r tic u la r , a  m e tro p o lita n  g o v e rn m e n t m a y  
n o t b e  as  e ff ic ie n t a s  a  local g o v e rn m en ta l u n i t  in  p ro v id in g  se rv ice s  t h a t  
a r e  local in n a tu re , su c h  as f i r e  p ro tec tio n . Sec U iiiian F u n c t io n s ,  supra  
n o te  9fi, a t  9.

T h e  co n so lid a tio n  o f th e  c ity  of N a sh v ille  an d  D av id so n  C o u n ty  in  
T en n essee  i l lu s tr a te s  th is  ty p e  of a lte rn a tiv e . T h e  c ity -c o u n ty , h o w ev er, 
w a s  d iv id ed  in to  tw o  ucrv icc d is tr ic ts : a  g e n e ra l  se rv ice  d is tr ic t, w h ich  
se rv ed  th e  e n t i r e  co u n ty , an d  a n  u rb a n  se rv ice  d is tr ic t, w h ich  se rv ed  
th e  a re a  th a t  fo rm e rly  w as N ash v ille . See L in c b e rry , Reform ing M etro­
politan Governance: Requiem or R eality , 58 G eo  L .J . 075, 098-700 
(1570).

99. T o ro n to  h a s  ad o p ted  th is  a lte rn a tiv e , w h e re b y  tho  m e tro p o lita n  
g o v e rn m en t p ro v id e s  soc ia l se rv ices , w a te r  su p p ly , sew ag e  d isposal, m ass  
tr a n s i t ,  re g io n a l p a rk s , and  co m p le te  f in an c in g  of th e  ed u c a tio n a l sy s te m  
fo r  th e  e n t ire  a rea . T o ro n to ’s s ix  p o litic a l sub d iv is ion s, h o w ev er, c o n ­
tin u e  to  p ro v id e  f i r e  p ro tec tio n , g a rb a g e  a n d  lo ca l w a te r  an d  se w a g e  
se rv ice , a n d  a d m in is tra tio n  of th e  local schools. See If.S . Ativisohy 
C o .m m ’n  on I n r a t t io  vsh n m  k t; tat. R elations, I n S kahcii oi- 15 a r. a n o :— 
C anada’s  I ntehogvernt.ienta i. E x i 'eiiibnce 84-88, npp. F  (1971) [h e re in ­
a f te r  c ite d  as  I n Skahcii ok B alance] .

O th e r  e x a m p le s  o f a  tw o -tie re d  sy stem  for p ro v id in g  se rv ice s  in c lu d e  
W in n ipeg , C a n ad a , a n d  M ia tn i-D ad e  C ounty , F lo rid a . Sec generally  In  
Skaiick  ok B a la n c e , su p ra  a t  80-99; L in e b e rry , su p ra  n o te  93, at. 703-03.

100. T h e s e  v a lu e s  h av e  b een  sa id  to  b e  in c reased  o p p o r tu n ity  fo r  po ­
litic a l p a r tic ip a tio n  a n d  g re a te r  k n o w le d g e  of th e  loca l a re a . See S t a t e  
A in, s u p ra  n o te  19, a t  8.

101. C a rr in g to n , F in an c in g  the  American Dream: Equality and 
School Taxes, 73 C o lu m . L. llr.v. 1227, 1250 (1973).

102. T h e  A r t  co u ld  im p ro v e  m o b ility  v .ilh in  th e  s c v e n -c o u n ty  a re a  
by  en c o u ra g in g  each  m u n ic ip a lity  to acco m m o d ate  in c reased  p o p u la tio n . 
See n o te s  109-12 infra  a n d  acco m pan y in g  tex t.
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have had in selecting the municipality that they prefer in rela­
tion to its costs and services. In this way—ignoring economies 
of scale—the Act could prove more efficient than a political 
structure composed of only one or a few local governmental 
units.103

Ultimately, of course, the desired balance will probably lie 
between the extremes of complete local self-determination and 
the realization of the most equitable and efficient tax base for 
the provision of an equal level of services over the entire metro­
politan area. The Fiscal Disparities Act resolves this conflict to 
a degree by forgoing absolute equality in favor of equal oppor­
tunity: since only resources are equalized, governmental units 
retain the discretion to determine the level of public services that 
they will provide. The Act’s impact on the final balance will 
likely be slight and equivocal, however, since it preserves the 
present local governmental structure101 while perhaps improving 
the efficiency of local tax bases.

Finally, it should be observed that the discretion left to gov­
ernm ental units by the Act cannot lead to a depredation of the 
area-wide tax base. The levy that officials of a local governmen­
tal unit choose is apportioned between the local and the area- 
wide tax base, witli the funds derived from the latter available 
only in proportion to the unit’s taxation of its own local assessed 
valuation. The procedure thus prevents communities from 
ravaging the area-wide tax base without enduring a correspond­
ing burden.

U . A h ea  D e v e l o p m e n t

The Fiscal Disparities Act is almost certain to have profound 
effects upon the development of the seven-county metropolitan 
area, at both the local and regional levels. Just what those ef­
fects will be has not yet become clear; certain speculations, how­
ever, are possible.

103. Sea  N e tze r, supra  no te  13, n t 460-61. T h is effic ien cy  is e x e m p li­
fied  b y  th e  o p e ra tio n  o f th e  T icb o u t m odel. U y p re s e n tin g  a  p o te n tia l  
r e s id e n t  w ith  a  n u m b e r  of co m m u n ities , each  o ffe r in g  a  v a ry in g  m ix  of 
se rv ic e s  an d  ta x  ra te s , h is  t r u e  p re fe ren ce s  w ill g o v e rn  h is  choice of lo ca ­
tio n  w ith in  th o  m e tro p o lita n  a rea , re su ltin g  in  a  nv iro  e ff ic ien t a llo ca tio n  
o f se rv ices . Sac T ic b o u t, su p ra  n o te  92, at. -117, ‘122.

10*1. T h o  T w in  C itie s a re a  is d ev e lo p in g  th e  o u tlin e  o f  a tw o - t ie r  sy s ­
tem  o f g o v e rn m en t, w ith  b ro ad  po licy  dec isions b e in g  m a d e  on a  reg io n a l 
le v e l b y  th e  M e tro p o lita n  C ouncil, an d  im p le m e n ta tio n  of th ese  polic ies 
b e in g  acco m plished  b y  lo d  g o v e rn m e n ta l un its . Sea K o ld erie , Recon- 
cllhiu M etropolis and Neighborhood: The Tw in  C ities, 02 N a t ' i .  C i v j c  
llx v . lU t (1973).
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105. Sea  G o ld ste in , In ti/d is tr ic t Inequalities  in  School Financing: A 
Critical Analysis of S e r ra n o  v. P r ie s t  and its Progeny, 1?.0 U. P a . L . Ur.V. 
504, 523 (1972).

lOii. See n o te  59 supra.
107. N ev erth e le ss , s in ce  th e  a r e a -w id e  ta x  r a te  is  in  so m e m e a s u re  

m e re ly  th e  a v e ra g e  of a ll th e  ta x  ra te s  lev ied  in  tho  se v e n -c o u n ty  a re a , 
its  e ffec t is u n lik e ly  to b e  d ec isiv e  for dev e lo p ers .

103. See V illag e  o f B u rn sv ille  v . O n isch uk , 222 N .W .2d 523, 539
(M inn . 1974) (K elly , J . , d isse n tin g ) , appeal dismissed, 420 U .S. 910 
(1970).

1975j FISCAL DISPARITIES ACT  955

At the local level, the Act. is likely to affect the location of 
future commercial-industrial development. Inasmuch as any 
growth in tho assessed valuation of commercial-industrial prop­
erty is to be shared in part by the entire area, municipalities 
will have less incentive to attract commercial-industrial develop­
ment, and therefore less desire lo offer preferential assessments 
or to extend public services to areas not otherwise requiring 
them. Residential suburbs, in particular, should have little  in­
centive to encourage commercial-industrial development, because 
under the Act they can share in the assessed valuation of such 
property while enduring none of the accompanying congestion 
or pollution.100 Developing communities should also have less 
desire for additional commercial-industrial development, since 40 
percent of its assessed valuation would be subject to the levies 
of other communities. Insofar as the tax revenues to be gen­
erated by the remaining GO percent of the new property’s assessed 
valuation—together with the amount received from the area- 
wide tax base—exceed the costs of services for the development 
and also offset the nuisance of the development to ear, eye, and 
lung, commercial and industrial concerns should not be unwel­
come. A fine line exists, therefore, between desirable a: 1 un­
desirable developments, especially in view of the uncertainties 
inherent in the relationship between tax liabilities and service 
costs.190 A municipality’s decision may be influenced, however, 
by tho employment opportunities that a new development might 
offer.

In the event that no municipality desires commercial-indus­
trial growth, or if developers become loo dissatisfied with the 
Act’s effect, commercial-industrial development may well locate 
outside the borders of the seven-county area.1'’7 The Act could 
thus become a cause of urban sprawl.109 For this to occur, how­
ever, the tax advantages of doing business outside the metropoli­
tan area would have to significantly outweigh the added costs— 
especially transportation costs. Consequently, the possibility of
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the Act’s becoming a cause of cxtraregional development seems 
remote.

Residential development, too, may be affected by the Fiscal 
Disparities Act. Since the distribution of the funds collected 
from the area-wide tax base is proportional to a municipality’s 
population, the Act provides some incentive for a municipality 
to encourage population growth. Because the distribution 
formula does not take into account the composition of a munic­
ipality’s population, however, municipalities will probably still be 
unwilling to encourage liigh-service-cost persons, such as rhe poor 
and tho elderly, to locate within their borders.103

In can be argued that by equalizing fiscal capacities, the Act 
has diminished suburban motives for maintaining exclusionary 
zoning practices.110 Under this theory, low- and middle-incorne 
housing would no longer be a burden on the municipality if the 
additional service costs associated with such development could 
be satisfied out of funds received from a levy on the area-wide 
tax base. Realistically, however, the Act does little to aid de­
velopment of low- and middlc-income housing.111 Many m u­
nicipalities will still prefer wealthier people as residents, because 
they not only significantly raise the residential valuation that a 
municipality can retain for itself, but also do not require the 
"enabling” public services that the poor and elderly need. Fur­
thermore, cost differentials in the provision of public services 
may favor the wealthier communities112 so that even if expendi­
tures were equalized on a per capita basis, a wealthy community 
could still enjoy a greater quantum of public services.

109. Sac  R a g m a n , Property  Tax Reform : Speculations on the Impact 
of the  S e r ra n o  E q u a liz a tio n  P rin c ip le , 1 IIkao K s ta tk  L .J . 115, 1113-24 
(1972).

110. Sec id. a t  122; M unicipal Servicer., supra  n o te  19, a t  120.
111. O th e r  m ean:!, h o w ev er, a r e  a v a ila b le  to  en c o u ra g e  lo w - an d  

m idc lle -in eo m e h o u s in g  d ev e lo p m en t. F o r  ex a m p le , th e  M e tro p o litan  
C o u n c il d isco u rag es ap p lica tio n s  fo r  fe d e ra l  a id  fo r an y  p u rp o se  if th e  
co m m u n ity  a p p lic a n t h a s  n o t m a d e  rea so n ab le  e f fo r ts  to find  site s  for 
fe d e ra l  h o u s in g  p ro g ram s. See K o lderio , supra  n o te  101, n t ICC; M in n e a ­
po lis  T r ib u n e , D ee. 9, 1974, § 15, a l  9, cols. 1-7.

112. T h e  c e n tra l  c itie s  a re  b u rd e n e d  w ith  g re a te r  m u n ic ip a l se rv ice  
costs th a n  a r e  th e  su b u rb s . T h is  co n d itio n  is u su a lly  te rm e d  ‘‘m u n ic ip a l 
o v e rb u rd e n .” F o r  ex am p le , M in neap o lis  a n d  S t. R au l sp e n d  tw o  an d  o n c -  
b a lf  tim es  a3 m u c h  p e r  c a p ita  fo r  po lice  p ro tec tio n  a s  do su b u rb a n  
m u n ic ip a litie s . T h is  e x p e n d itu re  p e r  c a p ita  co rre sp o n d s closely  to  th e  
c r im e  ra te . S im ila r  s i tu a tio n s  ex is t w ith  re sp ec t to  f ire  p ro tec tio n , p u b lic  
h e a l th , h o u sin g , p a rk  p ro g ra m s , a n d  s t r e e t  m a in ten an ce . See E . I Ih a n u t , 
T u b  P l i g h t  o r  am : C m  us 1-15 (S u p p . 1973). T h u s, m e re ly  e q u a liz in g  
e x p e n d itu re s  p e r  c a p ita  w ill  n o t a c co u n t fo r  th e  d if fe re n t leve l o f  p u b lic  
se rv ice s  e a c h  co m m u n ity  re q u ire s .
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Local planners may also ,be affected by the Act, to the extent 
that it removes tax base considerations as a factor in urban 
planning. Rather than concentrating on whether a particular 
land use will generate maximum lax revenues while keeping ser­
vice costs to a minimum, a municipality can base its planning 
decisions on nontax factors.113 On the other hand, the tax 
revenuc-service cost calculus may simply become more compli­
cated under the Act. Local planners may attem pt to weigh the 
loss of two-fifths of the incremental growth in a municipality’s 
commercial-industrial assessed valuation against the implications 
of such development under the statutory distribution formula. 
In other words, the existence of the Act might simply result in 
the incorporation, of its effects into the tax revenuc-service cost 
balance. Nevertheless, to the extent that the Act shifts a m unic­
ipality’s focus irom  commercial-industrial development lo a 
broader range of development by making the latter more eco­
nomically feasible, it should remove tax base considerations as 
the prim ary determinant of that municipality’s planning deci­
sions.

On the regional level, the Fiscal Disparities Act should aid 
implementation of the Metropolitan Council’s Development 
Guide111 and promote local government cooperation115 by re­
ducing intergovernmental competition for commercial and in­
dustrial development. Viewed as part of an overall legislative 
scheme, therefore, the Act furthers the orderly growth of the 
scven-county area and may make possible the realization of other 
regional objectives. If successful, however, the Act may result 
in the elimination of one reason for local government reorganiza­
tion,1"1 since the problem of fiscal disparities will have been re-

113. F rc illc h  & R ag sd a le , T im ing  m id S eq u e n tia l Controls—The Es­
sential liusis jo r  Effective  R eg ion a l Planning: An Analysis of the New 
Directions for Land Use Control in the M inncapolis-St. Paul M etropolitan 
R egion , 50 MrNN. L. Rev. 100!), 1032 (1974).

114. S ee  n o te  33 su p ra .
115. S ec  lla g m n n , supra  n o te  109, a t  129-30. T h e  in itia l re sp o n se  to 

th e  A c t, h ow ev er, h its been  re s is tan ce  b y  m o st m u n ic ip a litie s  th a t  m u s t 
s h a re  th e i r  ta x  b a se  w ith  o th e rs . R u rn sv ille ’a law su it ch a llen g in g  th e  
v a lid ity  of th e  A c t ex em p lifie s  th is  h o s tility  to w a rd  th e  im p le m e n ta tio n  
o f th e  A ct. In  ad d itio n , th e  M inneso ta  S u p re m e  C o u rt's  dec ision  u p h o ld ­
ing  th e  A ct’s  v a lid ity  re su lte d  in th e  in tro d u c tio n  in th e  le g is la tu re  of 
a  b ill th a t  w o u ld  re p e a l th e  A ct. M in neap o lis  T rib u n e , J a n . 25, 1975, 
§ II, a t  10, col. 1. T h is  re ac tio n  w as fo reseen  by  tho  house  su b co m m itte e  
w h ich  co n sid ered  th e  fiscal d isp a ritie s  bill. S ee  H o u se  RKCOirr, supra 
n o te  8, a t  23-29 T h a t  su b co m m ittee  su g g ested  th a t  th e  A ct bo  com bined  
w ith  th e  M etro p o litan  C o u nc il’s  p roposed  p e rc e n ta g e  eq u a liz a tio n  p ro ­
g ram , u n d e r  w h ich  a ll co m m u n ities w o u ld  h e  n e t ben efic iarie s.

11G. See U .S. A dvisohy  C om m ’k o h  Ic rrm o o vrax M kn ta r. R e la t io n s ,
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moved or reduced. By so preserving the existing local gov­
ernmental structure, the Act may thus incongruously prove lo 
be an obstacle to regional government.

The Act may also further, on a more subjective level, the 
notion of regionalism in the seven-county area. An enunciated 
objective of the Act is "to establish incentives for all parts of 
the area to work for the growth of the area as a whole.”117 One 
such incentive is provided by the fact that when commercial- 
industrial development occurs anywhere in tho seven-courdy 
area, many municipalities will share in its contribution to the 
area-wide tax base. The Act may thus broaden the focus of local 
officials from their own municipalities lo the entire seven-county 
area.

IV. CONCLUSION
In terms of concrete accomplishment, the Fiscal Disparities 

Act is perhaps only a modest step toward improved local govern­
mental finance. It continues the use of the much maligned prop­
erty lax, which has been decried for ils rcgressivity, inequitable 
administration, adverse land use consequences, and even un­
popularity.11H In recent years, however, the property tax lias 
been looked upon with more favor,110 and there now seems little 
doubt that it will continue as the mainstay of local finance.100 
For this reason, the Act’s most significant achievement may be 
its redistribution over the scven-county area of possible tax wind­
falls, gained by a particular municipality from the location of 
commercial-industrial property within its borders.

Oilier deficiencies, however, detract from this achievement. 
Since (lie distribution formula is founded primarily on popula­
tion, the shares that governmental units receive from the area- 
wide tax base are not necessarily related lo the unit’s needs.

M k tiio i 'o l j ta n  S o c ta l  a k d  E c o n o m ic  Drst'AitrviKs: I m p l ic a t io n s  von I n -  
TK!U;OVKRNMKNTAI. RELATIONS IN CCNTUAL C'tnKS AND SlHIUIlDS 121-25 
(1905).

117. M in n . S ta t . § 473F .01(3) (1971).
113. Sen generally  C it iz e n s  Lkac.uk, s ttp ru  n o te  1-1, a t  18-19; F i­

n a n c in g  S c h o o ls , in p n t  n o te  22, n t  11-42, i>9-74, m ;  v ilick slc in  ft W an t, 
Inequality  in  School Financing: The Pole of Law, 25 S ta n .  L. Rev. 335, 
397-98 (1973).

119. See F in a n c in g  S c h o o ls , supra  n o te  22. a t  12; A rcen  ft Ross, 
supra  n o te  95, a t  -19-50; C a rr in g to n , supra  n o lo  101, a t  i:Mt-i!>.

120. See Ho u se  R kpoiit, supra  nolo  8, a t  11; M oon ft M oon, The Prop­
erty  Tax, G overnm ental Services, and Equal Protection: A R a tio n a l 
Analysis, 13 Vim.. L, Rev. 527, 591-92 (1973) (p ro p e r ty  ta x e s  sh o u ld  co n ­
tin u e  to su p p o rt p u b lic  se rv ice s  n o t p ro d u c in g  s ig n if ic a n t sp illo v e rs ) .

• * v-- yrc.>
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Moreover, because the shared area-wide tax base is limited in 
nature and extent,121 the Act can only partially reduce fiscal dis­
parities. The Act could he revised either to broaden the charac­
ter of property whose assessed valuation is shared,1-'2 or lo 
supplement its operation with additional funds derived from 
a nonproperty tax source at the state or regional level.122 
Increased stale aid lo municipalities and school districts, for ex­
ample. would lessen the reliance of governmental units on the 
property tax121 and thus mitigate the deficiencies of the A ct.'25 
W ithout modification, however, the Act remains open to attack 
as being relatively ineffective in relieving inequities in the tax 
burden with respect to tho provision of public services.

On other levels, the Fiscal Disparities Act may have a greater 
effect. One very important impact may well he that, in conjunc­
tion with the activities of the Metropolitan Council, the Act 
will serve to further the orderly development of the seven-county 
area. In this regard the Act’s narrow focus on comtnereial-

121. T h e  A ct p ro v id e s  th a t  th e  assessed  v a lu a tio n  o t o n ly  co m m er­
c ia l- in d u s tr ia l  p ro p e r ty  w ill ho  sh a red . M oreover, on ly  40 p e r ro n t of th e  
in c re a se  in  th is  v a lu a tio n  .since 1071 fo rm a th e  a re a -w id e  ta x  base.

122. liven  if th e  assessed  v a lu a tio n  of o th e r  p ro p e r ty —such  as r e s i ­
d e n tia l—w e re  in c lu d ed  in  th e  re d is tr ib u tio n  schem e of th e  A ct, m ere ly  
re q u ir in g  th e  a r e a ’s ta x  b a se  to  h e  sh a re d  o n  a  la rg e r  scale m igh t no t 
p ro v id e  su ff ic ie n t fu n d s fo r a ll  co m m u n ities . I f  a h ig h  m in im um  level 
o f p u b lic  se rv ices  w e re  d es ired , a d d itio n a l fu n d in g  w ou ld  be necessary .

123. Sec C i t i z e n s  I.uaouk , supra  n o te  U , a t  18-23. O f th e  five fiscal 
d isp a r it ie s  p ro p o sa ls  th a t w e re  b e fo re  th e  h o u se  su b co m m ittee , a ll b u t 
th e  b ill e v e n tu a lly  e n a c ted  p ro v id ed  fo r a d d itio n a l rev en u es . Sec H o u s e  
ltri'OUT, supra  n o te  il, a t  15-29. T ho  h o m e  su b co m m itte e  fe lt th a t, w ith  
o r  w ith o u t p ro v is io n  fo r a d d itio n a l rev en u es, a s ta tu te  w as n eed ed  w h ich  
w o u ld  aiiovv local g o v e rn m e n ta l u n its  to s h a re  th e  p ro p e r ly  ta x  base. Id. 
a t  I S.

121. M u n ic ip a litie s  in  M in neso ta  a r e  re ly in g  loss on  p ro p e r ty  tax e s  
a n d  m o re  on s ta te  and  fed e ra l a id . See M in neap o lis  T rib u n e , .Tan. 31, 
1975, § IT, a l  2, cols. 3 -4  (37 p e rc e n t of m u n ic ip a litie s ' re v e n u e  g en e ra ted  
by  p ro p e r ty  ta x e s  in 1971; 29 p e rc e n t in 1973). N onetheless, p ro p e rty  
ta x e s  co n tin u e  to in c rease  in m o st m u n ic ip a litie s . Id.

125. T h e  p resen t s ta te  aid  p ro g ra m , h ow ev er, does lit t le  to eq ualize  
ta x p a y e r s ’ b u rd e n s . T h e  le g is la tu re  h a s  co n c e n tra te d  on  a id in g  ed u ca ­
tion  w h ile  d o ing  l i t t le  to  a lle v ia te  m u n ic ip a l o v e rb u rd en . E . liRANivr, 
supra  n o lo  112, a t  29-37. F o r  ex am p le , in 1972 s la te -p ro v id e d  fu n d s  re p ­
re se n te d  70 p e rc e n t of re v e n u e  fo r e le m e n ta ry  a n d  seco n d a ry  schooling, 
b u t  o n ly  25 p e rc e n t of m u n ic ip a l g o v e rn m en t rev en u e . Id. nt 29. T h is 
p a t te rn  o f  s ta te  a id  o n ly  in c rease s  th e  d isc rep an c ie s  b e tw een  th e  fiscal 
p o s itio n  o f th e  su b u rb s , w h o se  p r im a ry  fin an c ia l b u rd e n  is ed u ca tion , 
a n d  th a t  o f th e  c e n tra l  cities, w h ich  a re  p lag u ed  by  g re a te r  m u n ic ­
ip a l costs. Sec ik .e  112 supra. M in neap o lis  h a s  been  h u r t by  su ch  a  
s ta te  a id  p ro g ra m . Sec M in neap o lis  T rib u n e , F eb . 12, 1975, § A, a t  4, 
co ls. 1-2. B u t see  M in neap o lis  T rib u n e , Feb. 21, 1975, {j A, a t  12, cols. 
1-2 (su b u rb s ' r e b u t ta l ) .

il !i|§
1 a p &  
!l A l

ir-» **f.

■ "■'M; ’V  "

• .• .! '
, ..

m i

*•-: •cfcVW .vrf' V

■ i  m  -

•

■
s *  v •* A v t

 ̂ r/v-' .v'-' > «• ̂
t M S-- -



'

• ? >~. \r J

’*, . «T. r m . \*

‘ v.•■!•». xf»
• —  ;

' 'i.’.^y-N &ti ■. )
• •• v\V^.S»?.^l •

. - W e--. I.

. •• V.-t iTy/ v-tyt-v. .;

-
« « ;

9G0 MINNESOTA L A W  REVIEW  [Vol. 59:927

industrial property may be appropriate, since such property is 
the prime object o£ municipal competition to improve the local* 
tax base. Also, the Act may have major significance because 
its notion of funding governmental units in part on an area-wide 
basis recognizes the scven-county area as a single community. 
To this extent the statute may help foster a growing regionalism 
in the seven-county area. Conversely, it may serve to rescue 
those governmental units faced with a fiscal crisis from the fate 
of annexation, merger, or consolidation, and thus encourage the 
forces of decentralization.

The impact of the Fiscal Disparities Act will increase in the 
future.1-0 For the present, however, its significance seems to rest 
in its function as an interim measure, a milestone in the regional 
development of the seven-county area.

126. In  1073, th e  sh a re d  c o m m e rc ia l- in d u s tr ia l assessed  v a lu a tio n  
w a s  to h a v e  b een  on ly  a b o u t tw o  p e rc e n t  o t th e  a re a 's  to ta l ta x  base. 
B y  1935, th is  f ig u re  13 ex p ec ted  to  b e  25 p e rc e n t. M in neap o lis  T rib u n e , 
J u ly  18, 1971, § A, a t  14, cols. 1-2.
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ILLUSTRATION OF THE WORKINGS OF THE 
FISCAL DISPARITIES ACT

Consider a metropolitan area in which three municipalities, 
A, B, and C, comprise a county, V/. For purposes of this illus- 
tra 'ion, these four entities will be assumed to constitute the only 
existing governmental units. A is a central city beset with urban 
problems, B is a highly developed inner ring suburb, and C is a 
developing outer ring suburb.* The following data is postu­
lated:**

A B c W
P o p u la tio n  1971 59,009 20,000 5,000 75,000

1972 49,000 20,000 6,009 75,000
V alu a tio n*  * *1971 $400 $140 $00 $G00
A ssessed  v a lu a tio n  1D72 $105 $50 $20 $175
C -I assessed  vain . 1971 $23.0 $1.9 $3.0
C -I assessed  v a in . 1972 $23.5 $5.0 $3.5
C -I  g ro w th $ .5 $ .1 $ .5
4075 C -I g ro w th $ .2 $ .01 $ .2

The effect of the Fiscal Disparities Act on the metropolitan area 
can be studied through the use of this data.
1. C a lcu la tio n  of fiscal c a p ac ity  an d  a re a -w id e  tax  base : '  * *

F isc a l c a p ac ity  fo r  1971 
fo r  A  -  $400/50,000 r=
fo r  B  s= $140/20,000
fo r  C =  $00/5.000

A v e rag e  fisca l c a p ac ity  fo r  1071 
($100 I- $1-10 h $00)/(50 ,000  20,000 -1- 5,000)

A v ca-w id c  ta x  b a se
$.2 -1- $.04 +  $.2 $. A

(f .c ...;v a ln ./p o p .)
0,000
7,000
12,000

(§473F.G2(14))

(§4Y3F.02(15)) 
=  8,000 

(§ 173F.07 (1 ) )

'.ion
■>?e.
no,

D e te rm in a tio n  of a  m u n ic ip a lity ’s d is tr ib u tio n  fro m  th e  a rea -w id e  la x  
base:

* A, II, an d  C h av e  tho  a p p ro x im a te  fisca l ca p ac itie s  of M inneapo lis, 
R ich fie ld , an d  B u rn sv ille , re sp ec tiv e ly .

** A ll d o lla r  am o u n ts  a r c  in  m illions. V a ln .= v a lu a tio n ; p o p .~  
p o p u la tio n ; C - l c o m in e r c ia l - in d u s  t r ia l ; f .c ,—fiscal cap acity .

*"* V a lu a tio n  is  th e  m a rk e t v a lu e  o f re a l p ro p e r ty  w ith in  a g o v e rn ­
m e n ta l  u n it .

♦ T h ro u g h o u t th is  s ta tu to ry  p rocess, th e  b u rd e n  o f c a lcu la tin g  th e  
v a rio u s  f ig u re s  is  a llo ca ted  b e tw een  th e  a d m in is tra tiv e  au d ito r  an d  each  
c o u n ty  a u d ito r .
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$.2842
$.1320
$.0232

(S473K 07(4), (5 ))
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T ho  a rea -w id e  ta x  b ase  d is tr ib u tio n
in d e x  (p o p .x  (<«vg. f.c. 1 97 1 )/(f.e . 1071)) X 2) (§473F .07(3))

fo r  A  =: 49,000 X (0,000/3,000) X 2 =: 93,000
fo r  13 =  20,000 X (8,000/7,000) X 2 ^  45,714
fo r  C =  6,000 X (8,000/12,000) X 2 =  8,000

T h e  su m  of those in d ices  := 93,000 I- 45,714 +  8,000 =  151,714
T h e  a re a -w id e  ta x  b ase  fo r 1072 ( ( ( in d e x ) / ( in d ic e s ) )  X ( a re a -  
w id e  ta x  b a se ))  a t t r ib u ta b le  

to  A  =  (98,000/151,714) X $.44
to  B  =  (45,714/151,714) X $.44
to  C =  (8,000/151,714) x  $.44

T h e re fo re :
A ssessed  V a lu a tio n

Contribution Distribution Net
A  $.2000 $.2842 $.0842
B  $.0400 $.1320 $.092G
C  $.2000 $.0232 -$ .1 7 0 8

C is  a  no t lo se r to th e  a re a -w id e  ta x  b a se  w h ile  A  a n d  B  g a in  on 
ba lance .

3. C a lcu la tio n  of ta x a b le  v a lu e  fo r  e a c h  g o v e rn m e n ta l u n it:
((a sse sse d  v a in .)  —  (c o n tr ib u tio n  to  a r e a -w id e  ta x  b ase ) -|- 

(d is tr ib u tio n  th e re f ro m ) )
for A 
$105.0000 
—  .2000 
-f- .2842 

"$105.0342' 
fo r  W  
$175.0000
— ((.a i- 
-(-((.2812 
$175.0000

fo r  B 
$50.0000 
—  .0100 
-!• .1326 
$50/1920*

04 .2) -  .44)
-!■ .1326 -h .0232)

fo r  C 
$20.0000 
—  .2000 
-I- .0232 
$ 19*3232*

.41)

(§473F .08(2))
(S 473F .08 (2 )(n ))
(§ 4 7 3 F .0 3 (2 )(b ))

(S473i-'.08(2))
(§ 4 7 3 K 0 8 (2 )(a ))
(§ 4 7 3 R 0 3 (2 )(b ))

4. D e te rm in a tio n  o f levy :
A f te r  th e  ta x a b le  v a lu e  fo r th e i r  g o v e rn m e n ta l u n it  h a s  b een  ca l­
cu la ted , o ffic ia ls can  d ec id e  u p o n  th e  a m o u n t th ey  w ish  to  levy. 
.Suppose A d ec ides on a  lev y  of $12.6, B $2.25, C  $.7, a n d  \V $17.5. 
T h o se  a re  to ta l levies, w h ic h  m u s t  b e  a p p o rtio n e d  am o n g  th.e local 
a n d  a rea -w id e  tax  bases.
T h e  ta x a b le  re so u rces  a v a ila b le  lo  each  u n it (local ta x  b ase  T  a re a -  
w id e  sh a re )

$.2842 $105.0842
$.1326 $50.0926
$.0232 -  $19.0232

A  -  $101.8000 -1 
B  =  $49.9600 -|- 
C $19.8000 -(- 
W  =  $174.5600 -|- $.4100 =  $175.0000

U n it’s  a re a -w id e  le v y  ( ( ( a r e a - w id e  .s h a re ) /( tn x a b lc  v a lu e ) )  x  ( to ta l
le v y ))  (5473F .0K (3 )(a )) 

U n it’s  local lev y  ( ( to ta l  lev y ) —  (a re a - w id e  l e v y ) )  (§ 4 7 3 F .0 3 (3 )(b )) 
fo r  A  a re a -w id e  lev y  - .  (.2842/105.0842) X 12.6 

lo ca l le v y  -1 2 .G  -  .03408 =-. $12.56552
fo r  B a rea -w id e  le v y  =  (.1326/50.0926) x  2.25 -  $.00596 

local levy  == 2.25 - -  .00596 ^  $2.24404

$.03403
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iov C a r e a -w id e  le v y  — (.0232/19.8232) y  . 7  ~  $.00982 
lo ca l lev y  := .7 -  .00032 =  $.69918 

fo r  V/ a re a -w id e  lev y  =  (.4400/175.0000) >: 17.5 $.04400
lo ca l lev y  =  17.5 -  .04-100 $17.45600

5. C a lcu la tio n  o f t a x  ra te s :
T h e  local ta x  r a te  ( ( u n i t ’s local I e v y ) /(u n it ': i  lo ca l ta x  b a s e ) )

(S473I,’.0 o (4 ))
w ith  re sp e c t to  m u n ic ip a litie s  

fo r  A  =  ( 12.GG592)/(101.8000) -  .11090 =  119.90 m ills
fo r  E  == (2 .2 4 4 0 4 )/(40.9G00) =  .04192 =  44.92 m ills
fo r  C s= (.G 9918)/(19.8000) =  .03531 =-. 35.31 m ills

w ith  re sp e c t to  th e  co u n ty
W  =  ( t7.45GOO)/(174.5GOO) •= .10000 r -  100.00 m ills

T lic lo ca l ta x  r a te  ia th e  ta x  lev ied  on a ll  ta x a b le  p ro p e r ty  e x c e p t 
c o m m e rc ia l- in d u s tr ia l p ro p e rty . T h u s, fo r n o n c o m m erc ia l- in d u str ia l 
p ro p e r ty , th e  ta x  r a te  is 

in  A  119.00 -b 100.00 .-= 219.00 m ills
in 13 . 44.92 -l 100.00 =  144.92 m ills
in  C 35.31 -b 100.00 ,=  135.31 m ills

T h e  a r e a -w id e  ta x  r a te  (§473F .03(5))
T h e  a re a -w id e  le v y  =  $.03403 -|- $.00593 -|- $.00032 $.04400 =
$.08480
T h e  a r e a -w id e  ta x  r a te  ( ( a r e a -w id e  le v y ) / ( a r e a - w id e  ta x  b a s e ) )

(.08-185)/(.44)
=  .1023G =  192.80 m ills

T h e  ta x  r a te  on  c o m m e rc ia l- in d u s lry  p ro p e r ty  ( ( (4 0 %  C - l  g ro w th ) /  
(C -I  a ssessed  v a in . 1972)) x  a r e a -w id e  ta x  ra te )  -I- ( ( ( C - l  assessed  
v ain . 1972— 40%  C -I  g r o w t l i ) / ( C - I  assessed  v a in . 1072)) x  local ta x  
ra te )  (§473F.0:i(G))

in A . . (( .2 /8 3 .5 )  X 102.83) -| ((23 .3 /23 .5 ) X 210 .90)-2 I9 .G 7  m ills  
in B  =  ( ( .0 4 /5 )  X 192.83) -b ((4  05 /5 ) x  144.92)--1 15 30 m ills  
in  C —-(( .2 /3 .5 )  X 192.80) -| ((S .3 /3 .5 ) X 135.31) =  133.00 m ills

P r io r  to  th e  p a ssa g e  o f th e  F iscal D isp a r itie s  A ct, tax  r a te s  w ou ld  
h av e  b ee n  (u n it '::  ta x  ra te  u n i t ’s  le v y /u n i t 's  assessed  v a in .)  

m u n ic ip a l count v 
in A - .  (12 .0 /105) b (17.5/175) =  .12000 -|- .10000 =  22 ' 10 m ills
in  13 =  (2 .25 /50) -| (17.5/175) =  .04500 •( .10000 =  1 0 m ills
in C •.= ( .7 /2 0 ) -I- (17.5/175) =  .03500 -|- -10000 Ki. .,0  mill:;

on bo tli co m m e rc ia l- in d u s tr ia l am i o th e r  p ro p e r ty .
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Introduced: 1/21/77
Referred: Community &  Regional 
A f f airs and Judiciary

IN THE HOUSE BY MALONE

HOUSE BILL NO. 87 

IN THE LEGISL A T U R E  OF THE STATE OF A L A S K A  

TENTH LEGISLATURE - FIRST SESSION

A  BILL ' ' ' '  r '  J y ,

For an Act entitled: "An Act relating to a ppropriations and grants from

boroughs to service areas and cities; and pro v i d i n g  

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  Section 1. AS 29.63.090(b) is amended to read:

(b) The assembly may levy or authorize the levying of taxes, 

charges, or assessments in service areas to finance the special services 

or m a y  by ordinance authorize appropriations from areawide taxes or other

areawide revenues to finance all or part of the special service and, 

after enactment of an authorizing ordinance, may make appropriations for 

the purpose a u t h o r i z e d .

* Sec. 2. AS 29.73 is amended by adding a n e w  section to read:

Sec. 29.73.070. REVENUE SHARING GRANTS BY BOROUGHS. A home rule 

or general law borough of any class m ay make grants from areawide taxes 

or other areawide revenues to cities w i t h i n  the b o r ough or service areas 

of the borough for a function the city or service area is a u t h o r i z e d  to 

perform. Grants so made Bhall be authorized by b o r o u g h  ordinance.

* Sec. 3. AS 29.13.100 is amended by adding a n e w  subsection to read:

(37) AS 29.73.070 (revenue sharing by boroughs)

* See. 4. AS 29.48.210 is amended to read: ,

Sec. 29.48.210. EXPENDITURE OF BOROUGH REVENUES. Borough revenues 

levied and collected on an areawide basis by a home rule or general law 

borough m a y  be expended on general administrative c o s t s ^  [AND] on area- 

w i d e  f u n c t i o n s , and as authorized in AS 29.63.090(b) and 29.73.070 only.

- 1 - HB 87
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Revenues levied a nd c o llected in the area outside cities only may be 

expended on general a d m i n i strative costs and functions w h i c h  render 

service to the area outside cities only.

* Sec. 5. AS 29.53.010 is amended to read:

Sec. 29.53.010. G E N ERAL PROPERTY TAX. Home rule and general law 

boroughs m ay levy (1) an areawide property tax for areawide functions, 

for appropriations a u t horized under AS 29.63.090(b), for grants a u t h o­

rized under AS 29.73.070; and (2) a property tax limited to the area 

outside cities for functions limited to the area outside cities. A 

property tax if levied must be assessed, levied and collected on real 

and personal property as provided in this chapter.

* Sec. 6. This Act takes effect immediately in accordance wit h  AS 01.10.-

HB 87
- 2 -



In short, this is a nice, neat way to impose a large borough 
tax on the remaining commercial and oil industry property with all 
functions of government (i.e., city, special district and borough) 
being paid for by the borough taxes. Such a plan also effectively 
gets around an annexation problem to1reach the large industry pro­
perties in the borough.

One of the problems with this whole scheme, from a political 
standpoint, is that if the borough tax is raised significantly (for 
example, suppose it went from 5-mills to 12-mills), the amount of tax 
paid to Kenai borough becomes a credit against the 20-mill "hardware" 
tax imposed at the state level on oil and gas producing equipment and 
pipelines. Thus, as the Kenai borough takes more in taxes with 
respect to property taxable under the 20-mill hardware tax, the less 
revenue the state receives.

Politically, it is difficult to see how anyone outside the 
Kenai Borough would agree to such a scheme, because the people 
outside Kenai have everything to lose and nothing to gain by per­
mitting the state, in effect, to subsidize homeowners at -he expense 
of state revenue. This is probably one of the strongest arguments 
why such a scheme as this would not be acceptable.

The foregoing discussion perhaps cynically assumes that 
voters in Kenai would agree to take property taxes off their homes. 
This may or may not be what the author has in mind but it certainly 
would be a rather powerful force to reckon with if these changes ever 
became a law.





F e b r u a r y  17, 1977

The Honorable Hugh Malone, Speaker 
House of Representatives 
Pouch V
Juneau, Alaska 99811 

Dear Hugh:

Attached to this letter is a proposed sponsor or committee substitute to H B  110 
of draft legislation which would correct or othei'wisc clarify certain portions of 
Title 29 from a basically technical viewpoint. In preparing this draft legislation 
it was our intent not to, in any way, deal with issues involving policy or subjects 
that might be controversial in nature. I believe that as you read ihe draft legis­
lation, most proposed changes will be self-explanatory; therefore, I will not attempt 
to go into detailed explanation as to the background for each of the changes.

By w a y  of general background, Commissioner McAnerney had earlier requested 
that the Division assume responsibility for reviewing all of Title 29 and to make 

an attempt to correct those obvious errors or omissions which were apparent in 
the 1972 legislation or which have been caused by subsequent amendments to the 
original 1972 version of Title 29. In July, the Department sent a letter to all 
municipalities requesting their input or suggested amendments to Title 29. Addi­
tionally, four attorneys were invited to a meeting which included Billy Barrier 
and Greg Machyowski (of Legislative Affuirs Agency), Jim Nordalc (attorney 
for the Fairbanks North Star Borough), and Karl Walter (formerly city attorney 
for the City of Anchorage and now a private practitioner). The language of the 
attached draft legislation (with the exception of sections I, 7, & 15) is the result 
of that all-day meeting between the Division of Local Government Assistance and 
the four attorneys w h o  primarily drafted the 1972 version of Title 29.

Section I of the proposed draft may not be technically considered Hclean-up" 
legislation but provides what w e  in this Division feel would permit a "streamlined" 
mechanism to allow earlier home-rule charter adoption of a municipality upon 
incorporation.

Cn November 15, 1970, the Division received a letter from Wes Hcrwe, borough 
manager of the Matanuska-Susitna Borough, calling to our attention some technical



The Honorable Hugh Malone, Speaker -2- February 17, 1977
House of Representatives 

Pouch V
Juneau, Alaska 09811

deficiencies in A S  29.23.310. ■ Therefore, section 7 of the attached draft is the 
language proposed by the borough attorney from the Matanuska-Susitna Borough 
to correct that one problem area. Section 9 of the proposed draft achieves the 
same purpose as your U B  110.

Section 15 of the proposed draft re-enacts identical language passed by the legis­

lature last year. However, the AG's office has ruled that this enactment would 
be held invalid since it was contained in a bill which amended Title 43 (thus 
violating the two subject rule). Ketchikan Gateway Borough administration reminded 
us of the need to have this provision re-enacted into Title 29. The AG's office 
has advised that re-enactment of the language is appropriate.

Representative Lisa Rudd has indicated a willingness to consider our proposal 
as a sponsor or committee substitute but requested that I meet with you for your 
concurrence.

I hope that you will be able to propose this additional language as a sponsor 
substitute or that, in the alternative, you will have no objection to allowing this 
proposal to be considered as a committee substitute for IIB 110.

I look forward to discussing this with you at 3:30 tomorrow afternoon.

Sincerely,

Lee McAnerney 
Commissioner

By: Palmer McCarter 
Director

LMcA: PMcC: sg
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DEPT. OF COMMUNITY &  REGIONAL AFFAIRS
DIVISION OF LOCAL GOVERNMENT ASSISTANCE

March 29, 1977

The Honorable Lisa Rudd 

House of Representatives 

Pouch V

Juneau, Alaska 99811

Re: Analysis of Legislation to "Clean-Up11 Title 29 

Dear Representative Rudd:

A n  analysis of the attached draft legislation amending Title 29 is made to 
explain the effects of the proposed amendments as well as identify the 
"sponsors" of same. When reference is made to "municipal attorneys" 

as sponsors, this refers to the group invited to attend a one day seminar 

in Juneau to review Title 29. The four involved were all active in the originul 
Alaska Municipal League draft of the 1972 version of Title 29 and include Billy 

Barrier, Greg Machyowski, Jim Nordale and Karl Walter.

Section 1

Newly incorporated first class boroughs would be able to form home rule 
municipalities in a more timely manner than existing statutes allow. Currently, 

a region desiring to incorporate as a home rule borough must first incorporate 
as a first class borough and then proceed to pose the question of establish­

ing a charter commission. This two-step process would be accelerated 

since a charter commission could be created at the incorporation election; 

individual commission members would be elected at a special election to 

be held "not less than 30 nor more than 90 days after the date of the election 
order" . The Local Government Assistance Division (LGAD) has proposed this 

section to encouruge the development of home rule, borough government.

Section 2

The new sentence clarifes the date that newly elected assemblymen 
assume office. This new language is the same as that for city councilmembers 

(AS 29.23.200(c)). This section was proposed by the municipal attorneys.
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A m e n d  existing provisions of law by removing redundant language in 

Sections 29.23.130(c), 29.23.200(c) and 29.23.250 (d) providing that the 

regular date of election is "the first Tuesday of October...". This language 

is considered redundant because A S  29.28.020 already specifies that "the 
first Tuesday of October.. is the regular date for municipal elections.

These amendments were suggested by the municipal attorneys.

Section 6

The amendment allows cities to conduct emergency meetings. Boroughs 

under AS 29.23.060, m a y  conduct emergency meetings, and similar language 
has been introduced to permit cities the same privilege. L G A D  was the 
sponsor of this amendment and the municipal attorneys have concurred.

Section 7

The election of school board members from zones within a school 
district is currently permitted under AS 29.23.310. However, A S  29.23.100 

which implements the creation of the zones wus repealed by section 16, 
chapter 118, SLA 1972. Section 7 describes a process which creates these 
zones. The sponsor of this section is the attorney for the Matanuska- 

Susitna Borough.

Section 8

The amendment removes what is considered to be unnecessary reference 

language, thereby clarifying the meaning of this particular section. The amend­

ment is proposed by the municipal attorneys.

Section 9

Cities within 25 miles of the boundary of the borough seat may not be 

permitted to have their councils act as a board of adjustment or assume other 
planning responsibilities for the area within the city limits. This prohibition 

is eliminated. The municipal attorneys group sponsored this section as has 
Representative Malone through his introduction of H B  110 which has passed the 
House and is now in Senate C & R A .

Section 10

The amendment makes AS 29.33.110(a) consistent with the immediately 

preceding amendment by deleting the reference to 29.33.070(b)(1). The 

municipal attorneys sponsored this amendment.

Sections 3, 4 and 5



Sec t i o n  11

B y  removing the reference to "planning commission acting as the 
platting board" and substituting the term borough any ambiguities as to 

w h o  is the final decision making authority is removed. (It has been argued 

that the planning commission is not subject to assembly review and approval 

when acting as the platting board). The municipal attorneys sponsored this 

amendment.

Section 12

Accomplishes the same purpose as the amendment in Section 11. Again, 

the municipal at: ^neys are the sponsor.

Section 13

This section essentially restates language contained in AS 29.48.200, 

which provides for required codification of ordinances. The municipal 

attorneys sponsored this amendment.

Section 14

Through the deletion of the six words "by the council" and "by the city" 

this section makes clear that which might otherwise appear to be unclear. Both 

cities and boroughs would now be covered by A S  29.48.180(C)(2) . The sponsor 

is the municipal attorneys group.

The proposed language reenacts the identical language passed by the 

legislature last year (SLA 1976, Chapter 56). However, the AG's office ruled 

that this enactment would be held invalid since it was contained in a bill which 

amended, Title 43 (thus violating the two subject rule). The AG'3 office has 

advised that reenactment of the language is appropriate. The Ketchikan Gateway 

Borough has requested this reenactment.

Section 15

Sincerely,

LeeJVIcAnerney
Comjfas^ionermni

Director

LMC: PMC/pc

Attachment





D E P A R T M E N T  O F N A T U R A L R E S O U R C E S

DIVISION OF LANDS £ 4TH AVENUE-ANCHORAGE 39501

JAY S. HAMMOND, GOVERNOR

February 14, 1977

Representative Lisa Rudd 
Pouch V
Juneau, AK 99811 

Dear Lisa:

I've just reviewed a copy of House Bill 116, which you sponsored entitled
"An Act Relating to the Classification of State Land and Providing for
an Effective Date". I understand from Gary Thurlow that this was an
attempt to bring pressure on municipalities to accomplish recreational
trail designation within tneir boundaries. I believe that the authority
to classify State land already exists and that the purpose of the legislation
would not be met by this bill, since it pertains to classification of
State Lands only. I suggest that if this purpose really to accelerate
municipal action it might be better to look to AS41.20.355•which authorizes Q  / ( Q  0/0
grants for the establishment of trails and footpaths. There is a requirement
there for a comprehensive plan for the establishment of the trails. It
might be appropriate to include some language that requires dedication
by the municipality prior to the grant being made.

As a matter of information, the statutory authority for classifying 
lands is found in AS38.05.300 and regulations adopted thereunder.

Give me a call if you have any questions about this or any other matter 
I may be able to assist you with.

Yours truly,

cc: Guy Martin
Russ Cahill

TED SMITH 
Director


