IN THE MATTER OF THE RESOLUTION )

V'MONTICELLO

* .I'
LN

é"A—2467(OA) Monticello

BEFORE THE MUNICIPAL COMMISSION
"OF THE STATE oF MINNESOTA

Thomas J. Slmmcns Ghalrman
Robert W. Johnson Vice Chairman
Gerald J. Isaacs - . Member P
Walter E. Barfnecht Ex~0fficio Member

LeRoy Engstrom Ex=-0fficio Member

ORDER FOR AUTHORIZATION
OF SPECIAL TAX LEVY

FOR THE ORDERLY ANNEXATION OF
CERTAIN LAND TO THE CITY or

Nt N

WHEREAS, pursuant to an order of the Minnesota Municipal

Commission, dated and entered the 19th day of September, 1974,

dertain'property was annexed to the City of Monticello;fand

WHEREAS, a publlc hearlng was held on the lst day of November,

R1974, pursuant to Mlnnesota Statutes 414, as amended before therr'
fMlnnesota:MunlCLPal Commission tofdetermlne'whether the Clty of

'“Monticallb should be_granted a special levy pursuant to Minnesota

Statutes 414.01, Subd. 15.

ITVIS HEREBY ORDERBD; that the Clty of Montlcello is granted

'and 1s hereby authorlzed to lmplement a spec1al tax levy for

',lncreased.costs for the year 1975 in the .amount. of $75 000. 00.

IT IS FURTHER ORDERED: that the Mlnnesota MhnlClpal Comm1551on

'hereby retalns jurlsdlctlon to grant further lev1es

 Dated this;ZSth’day,of Ndvéﬁber,'1974,,

MINNESOTA MUNICIPAL COMMISSION -
304 Capitol Square Building
.8t. Paul, Minnesota 55101

Howard L. Kaibel; ‘Jo.
Executive Secretary
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ME’VM,O RANDUM

7 AfterrexplOring’briefly the—baekgroﬂbd Ieading to the decision r'
embodied io the acc0mpanying order, this memorandum will discuss”threer
specific areas. —Firstfrweiwill explainrthe general;probiem we have
disc0vered'in thisreodrother special'ieyy proceedings,'of the need for

authority to adjust tberlevy limit base in such proceédings° Second,'

: ﬁe‘will discuss the specific problem in this proceeding of inadequate

adversarial analysis. Finally, we will explain briefly the reasons for

,rtoday‘s order.

This' proceedlng is occasioned by the statewide levy limitation law

e'as affected by annexations, ThiS'law, nationally recognized as "the

Minneeota Miracle", provided badly needed increased state aid to school

districts and 1ocai:goyerpmentsfwhile holding down local property taxes,

'This’was aCGomplished'by placing a,dollar-limit on the amount of money
'political subdivisibns:dould raise from property tak sources, substituting
7‘increased local government alds based roughly on the property tax effort

- expended 1ocally.

The Governor and Leglslature recognlzed last session the problems

created rn boundary adgustment{srtuatlons such as today s proceedlng. Here

as a result of the anmexation, the size of Monticello quadrupled with an

obvious need for increased services such as police, road maintenance and

: planning;"Even'thougbrthe assessed yaluation ~ -the tax'base;—,of the city,
_is increased more than tenfold to flnance those increased needsy they are

~ not allowed to levy above the dollar amount levied last year (plus an

annual adjustment of 6%) The 1egislature attempted to solve this problem

“last SeSSlon by amending the law to permlt the commission to give such

municlpalitles a M"special levy" that is the authorlty to levy a spec1f1c
amount over and above the levy 1imit base for a specific perlod of years.
Today s order attempts to carry out that responsxbility in accord with

the legislative intent, as explained below.




Thie is the third'special'lety,proceeding,that the Minnesota

, Munlcipal Commlssion has counducted and a general problem hasg- arisen

in all three which requires dlscussion and legislative attention.

The commission is empowered only to grant aespecxfic dollar~amount

special levy for a epecific period of Yeats. There are two difficulties

with this ptoeedureg fitst,renlike the levy Yimit base which increases

| annually by 6%,(ot otherwise automatically as determined by the legislature)
the SQeéial levy has no automaticror'other adjustment for the effects

of inflation. We attempted lﬁ'the two'priorxpioeeedlngsfto deal with

the pfoblem crudely by efeating'an escalatiﬁg—spec1al levy, but the

»device-is unsatlefactory for obvious reasons.r.Seeondly, inadequate
attention has’been given to the problem ofrwhat happens when the special
levy lapses = when the spec1f1c perlod of years is over. A special levy
~granted, for example; to allow the c1ty to h1re two pollcemen to patrol

l the expanded area is actually needed 1nrperpetu1ty. Whenever the speclflc
'petiodeof the sPecialrlevy TUns out, the city will not be able to stop
'pettolllngrthe ennexed aree._ (It'is'notfaorahswer to suggest’that'the

}annual 6% 1ncrease in the levy limit base w1ll eventually catch up to

Vthe speC1al 1evy. This would'unfalrly dlscrlmznate agalnst grow1ng

E commun1t1es, depriving them of the minimal increase to offset inflation

e that is available to all other'munioipelities;, It would dlscourage

1ntelllgent, long range, orderly communlty development and boundary

iadgustment) Thls problem has 1ed communltles to requestjand the comm1551on

to grantglong specaal levy perlods of up to 15 years in hopes ‘that a

: betterfsolutlon could be devised in the 1nter1m. (ThlS is probably the

7 reason ‘that the city in the instant prOceedlno requested alo year speclal Lo !
levy.) It seems to us that the most logical solutlon to thls problem would

be to el;minate the 'special levy' authority, substltuting ‘the authority




to make'alpe?ménént adjustmgnt;in the levy limitibase, Thig wbuldrassure
| Vtﬁaﬁasdch ¢bﬁﬁuﬁitiesrwouldrféééive the same treaimentfacéotded all other
irr vf" ' i ' ‘/ ' muniCipélitiés by the légiélatﬁre to'COpe with inflation and would éliminaﬁe
the problems caused by- the termination of special levy authorlzatlons. o
The second problem which we encountered in this particular proceedlng
wasflnadaquate adv&rsar*al analysis, As a quasi-judicial commission, Qe
depend on the hearing pfoqess to analyze evidence, sharpen iésueéréﬁd
~ develop alternative solutions. Here the city proposed authbritY‘tqueﬁyr ,
nearly $350,000 a yearrin additidnalrtéxes for 107yéars for a total 6f
three and a half million dollars;' The'prop§salr§§u1d more than tripie
, taxes for 1bcaL goverument'purposes next year for taxpayers in the newly
annexed area, No one cbjected or even questioned the,iequest ofrthe citf,
r'ihéiuding coﬁnselrfor'thé iérgeét téxpaygr ;_Northerﬁ,S;ates Poﬁér Company =
 although present at the hearing. In future yéars,fNSE consumérSYWileré"
'> pay1ng 90% of thls increase, | -
erspite the above discussed probléms,,ﬁe have éonéidered thé:reqﬁesf
,at léngth’and rendared what kgrféel is’tﬁe best decision pQSSiblé Under,‘
';'thewbircumstances; The ciﬁy iequééted a speéiai,Levyrof7$346,000. Taxes
'fdr‘ta#payezs of the city exc1u5ivefdfvthe newiy anneked area wduldihaver
,reméiﬁéd‘cﬁnstanﬁ.at 31 miils,déépite a tenfoid inerease in taxéﬁie va1ua£ion.
:Taxe§¢in the newly annexed areé would have more thanrtripied from'roughiy
‘:,v3ft§,ﬁeér1v 1l_mills;w Wé have instead granted a. special'levy‘of énly $75,000
- which should result in a unlform tax rate througbout the old city and |
the newly‘annexed area of Just over 5% mllls. The $73, 000 speclal levy
may seem to be a drastic cut of $271 000 in the amounu requested,; but
B it isa 31zeable increase more than doubllng thelr current levy limit.
base of;$62,000. City taxes fbr/residents of the original city~will be - -
. ;ﬁt mofe,fﬁaﬁ SO% from 31 mills to ioughly 5% mills.- City taxes in‘the;'
Aéndexed atéa ﬁhould,inciease léss than 3 mills and should. be substantially'
below the township mill levy for next year. |

‘We wish to stress that 1t is not our. xespon51bility to second guess

or make any decisions regarding specific aspects of the proposed budget.
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This s the responsibility of the elected city officials and it wiil be

their respousibility to decide how to live within the levy limitations as- -
adjusted by today's order. We have examined carefully the details of the
request to determine which are actual and necossary to meet the increased :

7 costs as a result of the annexatlon. We are satlsfied that,the special

levy will be suff1c1ent to meet those costs dgrlng the fiext year together
Wlth—the ather revenues avallable to the city. We have retalned Jurlsdlctlon
to reconsider the'matter next year. ane examine any serious problemsi )
Perhaps, if authorlzed by the legislature in the 1nter1m, we: can then make

a permanent adjustment in the levy llmlt base. We urge that the c1ty

council consider in the interim the p0531b111ty,of establlshlng a rural—urban
tax1ng dlstrlct elther at their own initiative er by commission order, puxsuant
'to Mlnnesota Statutes 272 67. There are a number of farm parcels in the recently
;annexed area whlch Wlll not requxre and won't be rece1v1ng full munlclpal

services and should mot therefore be required to pay. full mun101pal taxes,

'Establlshlng such *axmng dlstrlcts would more fairly apportlon the 01ty tax

bpxdeny’

: Oux'unanimoes initialfresponSefto the eeQuested specialrlevy-wes
that city qfficials ere tryiﬁgrto Ho too mueh, toe fest; VWithout,
eeontfedictieg therexpertrtestiﬁqnyiprovided’by.thexeiey managér'ofb
~ Eﬁfns?iile, we woeld simply;point out that,ﬁoeticello‘withra pppuiation
. of 2, 000 is not Bﬂfnsvllle w1th a: populatlon of 20, 000. There”iS"ﬂor
_conclﬁs1ve ev1dence that Montlcello will experience the same klnd of
' pxban,deVelopmentrand no evldence,asito the rate at which it might be expected :
AtGVOCCUT. - Some ef the specific proposed expendiiures,'such as the band
”shellrrestoratioﬁ, migﬁ; be more appropriafeiy pfovided'for throughr
 federal revenue sharing; Administraeive eesss mighe be cetrby cehsidefing
theﬂcOMbination of the offiees df'administretor and clefk. We note that
this was recently accomplished In the nelghboring municipallty of Big Lake,
,ewhete the administrator has_assumed the duties of .the clerk. Off1c1als,
"lmay Qish,ﬁo recons d 1Vothef souiees uf-revthE”ehan property taxes such as

licenses -and special assessmeﬁts'which,tend to distribute the costs of

wljm . ' S :
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regulating'particﬂlaf activities andrproviding'bafticuIAr servicés mofé;
‘7eQUitably; The city mlght also con51der bonding for some of the propoand
improvements, as taxes to retire such obllgatlons are already special levies
under the levy llmltatxon.law. Some'of ;he proposed expenditures are in the
nature af nonrecurrlng Capital 1mpr6vements which‘might Be $cheduieé;o§ef
future years after detefmlnlng priorities, Many communities have féund that
establishlng a long range capital lmprovement program is a useful device for
,establishing and scﬁéduling such pridfities, |

' Fiﬁaliy, we note thaﬁ the gpecial levyrestablished in the accombénying
érdei‘is not aﬁ absolute limitétion. rThe:levy'limitation law provides all
,comﬁunities with the §ptipn of increasing taXes,bey§nd the limitation if .
appfoﬁed by the voters in a referendum, This device guarantees that officials
. take 1argé increases in proéérty’taxésrto fhevcitizens and explain the

"rnécéssity;' Iﬁ establishing the special iévy,'wé,have Dbeen cdgniZantlof the

s ileglulatlve 1ntent behlnd this dev1ce and- have attempted to preserve its

utlllty., Wé are anxious that the procedure created for establlshlng special

1ev1es should not become a substltute for’ the referendum requ1rement.
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