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145 University Avenue West · St. Paul MN 55103-2044 · 651-215-4000 · www.MetroCitiesMN.org 

July 18, 2023   

TO:   Municipal Revenues Policy Committee Members 
FROM:           Dana Hardie, City Manager, City of Victoria 
SUBJECT:  Meeting Notice and Agenda 

  Tuesday, July 25, 2023 
9:00 am – 11:30 am  

Hybrid Meeting: Lake 
Superior Room/LMC Building 

Or  
Join Zoom Meeting

 

♦ Thank you for agreeing to be a policy committee member!

Attached are the materials for the first Municipal Revenues Policy Committee meeting. Please take the 
time to read through the policies in advance of the meeting and come with your ideas and suggestions.  

AGENDA 

1. Call to order. (Dana Hardie, Chair)

2. Introduction of Committee Chair and Members.

3. Policy Committee Process and Protocols (Patricia Nauman, Executive Director)

4. 2023 Legislative Session Review (Patricia Nauman, Executive Director)

5. Discussion of policies, suggestions, and ideas for new policies.

6. Discuss new issues for future consideration.

7. Other business

8. Adjourn. (11:30 a.m.)

Future Committee Meetings:   
Tuesday, August 29, 2023 
Tuesday, September 26, 2023 

https://us06web.zoom.us/j/84995512409?pwd=aEhvK1JEV0VUV0s1T3RBODBnbE55Zz09
https://us06web.zoom.us/j/84995512409?pwd=aEhvK1JEV0VUV0s1T3RBODBnbE55Zz09


 To: 

 From:  

 Re: 

Metro Cities Policy Committees
Patricia Nauman, Executive Director   

Policy Development Process and Protocol 

General 

Each year, four legislative policy committees meet to recommend Metro Cities’ legislative 

policies. Policies address a comprehensive range of issues of shared significance for 

metropolitan cities. Policies are then transmitted to the Metro Cities Board of Directors for 

adoption and forwarded to Metro Cities’ membership for final adoption. Policies serve as the 

foundation for Metro Cities’ work at the Legislature, Executive Branch and Metropolitan 

Council.   

Purpose of Legislative Policies 

Legislative policies reflect common needs, interests and goals of metropolitan municipalities and 

are adopted by consensus. General core principles that inform Metro Cities’ policies are the need 

for sufficient local flexibility to address local public needs and services, opposition to state 

mandates that erode local control, and the need for a strong state and local partnership that 

recognizes the needs of metropolitan cities and the role they play in ensuring the state’s 

economic and social well-being. 

Speakers 

Committees often host speakers to provide information on topics of pertinence to a committee 

and may be suggested by committee members and staff. All speakers must be approved by Metro 

Cities’ Executive Director.  

Committee Participation and Voting 

Members. Elected or appointed officials and staff of any member city may serve on any 

committee by indicating interest in email or through the sign-up process provided in advance of 

the committee process each year. 

Members are encouraged to contribute ideas, feedback, and questions during the committee 

process. All comments and questions should be addressed through the Chair. 

City officials and staff may serve on one or more committees but for voting purposes, each city 

has one vote on policies. Votes are made by acclamation unless a roll call vote is requested. 

Guests. Non-members are welcome to attend committees as guests. Non-member attendees may 

observe meetings and provide general observations but may not vote on policies or raise specific 

issues for the committee’s consideration. 

Committee Etiquette 

Discussion, feedback, and questions are welcome and should be addressed through the 

committee chair. Meetings will be held in a hybrid format. Members participating remotely 

should use the chat or hand raise function to raise a question or comment. Remote participants 

are asked to name yourself and your city, and to identify yourself when speaking.   



July 18, 2023 
 
TO:  Municipal Revenues Policy Committee 
FROM: Patricia Nauman, Executive Director 
RE:  July Municipal Revenues Policy Committee  
 
Welcome to all returning and new members of Metro Cities’ Municipal Revenues Policy 
Committee. This memo will provide a legislative session update relating to the association’s 
municipal revenues policies. Specific updates relating to individual policies are enclosed. 
 
The 2023 session was notable for its 71 new members, a ‘trifecta’, with DFL majorities in the 
House, Senate and Governor’s Office, and the number of consequential bills passed into law.   
 
The February Budget and Economic Forecast projected a $17.5 billion surplus for the state with 
$12.5 billion of that number projected as ‘one time’. 2023 was a budget setting year for the 
Legislature. Legislators passed all budget omnibus bills and a tax bill, many of which contained 
various provisions for and relating to cities. In addition, the Legislature passed many other 
significant bills, including voter restoration, universal school meals, recognition of Juneteenth as 
a holiday, legalization of adult-use cannabis, duty disability legislation, paid family and medical 
leave, and others. 
 
The tax bill that is now law includes LGA formula updates and modifications that were the work 
of Metro Cities, the League of MN Cities, Coalition of Greater MN Cities, and the Association 
of Small Cities. The four associations worked over two years to study and recommend formula 
updates, using the framework of the existing formula but with some updated factors to reflect 
current city needs. The formula changes were considered but not adopted last year, and this year 
were included in the Governor’s budget recommendations for taxes as well as both the House 
and Senate tax bills.  
 
The Legislature authorized several local option sales taxes, including 14 for metropolitan cities.  
Local option sales tax (LOST) bills were an item of debate and contention this year. The Senate 
tax bill included all proposals in its omnibus bill while the House included no proposals, nor did 
the House Taxes Committee hear LOST bills. The final tax bill, now law, established a local 
option sales tax task force that will examine local option taxes as a revenue source, with a report 
due next year. 
 
Tax increment financing changes were passed as part of the tax bill; these changes were the 
reflection of work conducted by Metro Cities and the LMC over the last several years with the 
State Auditor’s Office. 
 
This year, the Legislature passed two new metropolitan sales taxes, one for transit, and one for 
housing. These updates are addressed in the transportation and housing policy committees as 
well. Metro Cities opposed the metropolitan sales tax for housing, based on the association’s 
policies that stipulate statewide objectives such as housing should be funded with state revenues.   
 
Staff will provide additional information on these and other applicable bills and legislative 
activity next Tuesday.   



Municipal Revenue & Taxation 

 

1-A  State and Local Fiscal Rela�onship  

A func�onal state and local fiscal rela�onship must emphasize adequacy, equitability, sustainability and 
accountability for public resources and communica�on among the state, ci�es, and public. An effec�ve 
partnership must also emphasize prac�ces that strengthen collabora�on and partnership between the 
state and local units of government.  

Services provided by ci�es are tradi�onally funded through a combina�on of property taxes, fees, and 
state aids. Increasingly, ci�es are bearing more costs for services that have historically been the 
responsibility of the state.  

Metro Ci�es supports a state and local fiscal partnership that emphasizes the following: 
 

• Strong financial stewardship and accountability for public resources that emphasizes 
efficiencies in service delivery and effec�ve communica�on among the state, local units of 
government, and the public. 
 

• Reliable and adequate revenue sources including the property tax and local government aids, 
and dedicated funds to meet specific local needs. Metro Ci�es opposes diver�ng dedicated 
funds or local aids to balance state budgets. 
 

• Sufficient revenue sources available to ci�es that allow ci�es to address local needs and 
ci�zens to receive adequate services at rela�vely similar levels of taxa�on, and that maintain 
local, regional, and state economic vitality and compe��veness. 
 

• Full state funding to cover mandates enacted by the state, and flexibility for local governments 
in implemen�ng state mandates to ensure local costs are minimized. 
 

• Local decision-making authority regarding the terms and condi�ons of employment for local 
government employees, including compensa�on, recogni�on, and benefits. 
 

• Adequate and �mely no�fica�on regarding new legisla�ve programs or modifica�ons to 
exis�ng programs or policies to allow ci�es �me to plan for implementa�on and manage any 
effects on local budge�ng processes. 
 

• Support for coopera�ve purchasing arrangements between the state and local units of 
government. Such arrangements must be structured to be able to address unexpected delays 
or other challenges in the procurement of goods, so that any disrup�ons to local government 
opera�ons and services that may result from such delays are minimized. State officials should 
seek local feedback in the ve�ng of product vendors. 



• The concept of performance measuring, but opposi�on to using state established 
measurements to determine the alloca�on of state aids to local governments or restrict the 
ability of local governments in establishing local budgets and levies. 

Legislative Update: The Legislature repealed the local government salary cap as part of the State 
Government Omnibus Finance bill; Metro Cities supported this repeal. A paid family leave bill that 
mandates participation by all cities, and is not state funded, also passed this year. The Legislature also 
passed an earned safe and sick time bill that requires all employers, including cities, to provide one hour 
of safe/sick time for full and part time employees. 

1-B       COVID-19 Pandemic Assistance 

Metro Ci�es supported the distribu�on of federal funds distributed under the Coronavirus Relief Fund 
and State and American Rescue Plan Act Local Fiscal Recovery Fund, to assist ci�es in addressing service 
needs and expenses related to the COVID-19 pandemic, including certain personnel costs as well as local 
service and opera�onal improvements and modifica�ons required to ensure public health and safety. 
Metro Ci�es will con�nue to support federal and state funding to assist ci�es in addressing local needs 
and costs related to the pandemic. 

Metro Ci�es is monitoring federal rules and requirements for funds and supports clarity in the 
guidance on the uses of funds and flexibility in eligible uses that allows local officials to address varied 
needs and challenges resul�ng from the pandemic. 

Metro Ci�es supports state financial assistance to address the long-term financial effects of the 
pandemic on local government budgets and revenues, and changes to state laws to allow ci�es 
temporary flexibility in the use of unobligated tax increment financing (TIF) increment and unobligated 
local sales and lodging tax revenues, to address local financial challenges resul�ng from the pandemic. 
Metro Ci�es supported 2021 statutory changes that allow unobligated increment to be used to assist 
businesses. 

Legislative Update: No applicable updates. Metro Cities continues to monitor guidance and requirements 
for federal ARPA funds, to trouble shoot on issues, and to distribute updated requirements and other 
information. 

1-C Revenue Diversifica�on and Access 

Metro Ci�es supports a balanced and diversified revenue system that acknowledges diverse city 
characteris�cs, needs and capaci�es and allows for greater stability in revenues. 

Metro Ci�es con�nues to support the ability of a city to impose a local op�on sales tax for public 
improvements and capital replacement costs using local processes specified by law but without the 
need for special legisla�on. Metro Ci�es supports changes to state laws governing local taxes to 
include the following: 

• A statutory clarifica�on to allow a referendum to occur at any November elec�on or special 
elec�on. 
 



• A clarifica�on of laws governing separate ballot ques�ons for each proposed local project, or 
allowing a city to combine projects into a single ques�on, to avoid voter confusion. 
 

• A repeal of the prohibi�on on imposing a local sales tax for one year from the expira�on of an 
exis�ng local sales tax. 
 

• Changes to laws on the local sales tax process to allow a city flexibility to modify a ballot 
ques�on to increase the amount of the collected tax and extend the dura�on of tax to cover 
unan�cipated cost increases. 

The Legislature should recognize equity considera�ons involved with local sales taxes and con�nue to 
provide aids to ci�es that have high needs, overburdens and/or low fiscal capacity. 

 Metro Ci�es supports a modifica�on to laws governing local lodging taxes to allow ci�es to impose up 
to a five percent lodging tax, and the ability of ci�es to modify the uses of revenues to meet local 
needs. Metro Ci�es supports current laws providing for municipal franchise fee authority and opposes 
statutory changes such as reverse referendum requirements or other constraints that would reduce 
local authority and flexibility for establishing, amending, or renewing franchise fees and interfere with 
local public processes and goals for establishing such fees. 

Legislative Update: The omnibus tax bill passed by the Legislature authorized requests by cities for local 
option sales taxes, including several metropolitan cities. Local option sales taxes were a point of 
contention between the House and Senate tax committee chairs. The Senate tax bill as it went to 
conference committee authorized all proposals, while the House tax committee did not hear any local 
option sales tax bills and authorized no proposals in the House omnibus tax bill. The final bill authorized 
proposals for local taxes and also established a task force to examine local option taxes as a revenue 
source. A task force will meet this interim and report to the 2024 Legislature on its findings.   

1-D Restric�ons on Local Government Budgets 

Metro Ci�es strongly opposes levy limits, reverse referenda, super majority requirements for levy and 
valua�on freezes, or other restric�ons on local government budge�ng and taxing processes. Such 
restric�ons undermine local budge�ng and taxing processes, planned growth, and the rela�onship 
between locally elected officials and their residents by allowing the state to decide the appropriate level 
of local taxa�on and services, despite varying local condi�ons and circumstances. 

Legislative Update: Amendments to impose levy limits were introduced in tax committee discussions but 
not adopted.  

1-E Budget and Financial Repor�ng Requirements 

State laws require ci�es to prepare and submit or publish numerous budget and financial reports. 
These requirements o�en create significant costs to ci�es, and some requirements result in duplica�on. 
Addi�onal repor�ng requirements should have a clearly defined statement of public purpose and need 
not be covered under exis�ng requirements and should balance the need for addi�onal informa�on with 
the costs of compiling and submi�ng the informa�on. 



Considering the numerous exis�ng repor�ng requirements, Metro Ci�es supports reducing the 
number of mandated reports. Metro Ci�es supports efforts to consolidate municipal government 
financial repor�ng requirements in the Office of the State Auditor, including an electronic submission 
alterna�ve to any remaining paper filing requirements, and to authorize the use of web publica�on 
where newspaper publica�on is currently required. 

While Metro Ci�es recognizes that enacted statutory requirements to the local truth-in-taxa�on 
process enacted in 2022 are intended to enhance ci�zen involvement in budget processes, the new 
requirements are significant and will be administra�vely challenging to produce and disseminate. 
Exis�ng requirements are expansive and were designed to maximize ci�zen engagement in budge�ng 
processes. Metro Ci�es will con�nue to monitor the new law and its effects on local government 
processes and budgets. 

Legislative Update: Truth in taxation (TNT) reporting requirements enacted in 2021 were repealed in the 
2023 session. The law now requires that the TNT show any change in the levy and is required for 
counties, cities, and school districts. Website information is also required to be included. 

 Reporting requirements require first and second-class cities to provide a list of certain residential 
buildings without sprinkler access that are 75 feet or more above the lowest level of fire vehicle access. 

1-F Local Government Aid (LGA) 

The state’s prosperity and vitality depend significantly upon the economic strength of the metropolitan 
region, and ci�es within the region play cri�cal roles in fostering the economic development, job 
crea�on and business expansion that underpin the state’s economic health. Metro Ci�es supports the 
city Local Government Aid (LGA) program as a means of ensuring ci�es remain affordable places to live 
and work while mee�ng the public service needs of residents and businesses. 

Metro Ci�es supports updates to the LGA formula factors and an increase in the program appropria�on 
consistent with recommenda�ons by a work group of city associa�ons. Recommended updates will 
ensure the LGA program adequately reflects city needs. 

To ensure appropria�on levels are adequate to meet program objec�ves, Metro Ci�es supports 
increasing the LGA appropria�on to address ci�es’ unmet need as defined by the LGA formula as well 
as increases in the LGA appropria�on to account for infla�on. By way of reference, the total need 
iden�fied in the LGA formula for 2023 is es�mated at $767.9 million, whereas the current funding is set 
at $564.3 million, pu�ng the remaining need at $203.5 million. 

Metro Ci�es supports formula-based alloca�ons for increases to the LGA appropria�on, and opposes 
freezes of the LGA appropria�on, reduc�ons of LGA for balancing state budget deficits, and diversions 
of the LGA appropria�on to other purposes or en��es. 
Metro Ci�es also opposes ar�ficial limits or reduc�ons that single out specific ci�es, and further 
opposes using LGA as financial leverage to influence ac�vi�es and policy decisions at the local level. 

Legislative Update: The final tax bill contains LGA formula updates that were the result of study and 
recommendation by Metro Cities, the LMC, the CGMC and MAOSC, and an appropriation increase of $80 
million. Metro Cities supported the formula updates and appropriation increase. Staff will provide further 
details at the meeting. 



1-G State Property Tax Relief Programs 

Metro Ci�es supports state funded property tax relief programs paid directly to homestead property 
taxpayers such as the “circuit breaker” program and enhanced targe�ng for special circumstances. 
Metro Ci�es also supports the renter’s credit program. Metro Ci�es supports an analysis of property 
tax relief programs to determine their effec�veness and equity in providing property tax relief to 
individuals and families across the state. 

Metro Ci�es supports efforts by the Minnesota Department of Revenue to expand outreach and 
no�fica�on efforts about state property tax relief programs to homeowners, and no�fica�ons to local 
units of government to support such efforts. Metro Ci�es also supports legisla�ve modifica�ons to 
make tax relief payments to taxpayers automa�c. 

Metro Ci�es supports the use of the Department of Revenue’s Voss database to link income and 
property values, and the considera�on of income rela�ve to property taxes paid in determining 
eligibility for state property tax relief programs. Updates to the database should occur in a �mely 
manner, with data reviewed periodically to ensure the database’s accuracy and usefulness. 

Legislative Update: The final tax bill that is now law expanded certain direct tax relief programs 
including the targeted tax relief program and homestead credit refund. The renter’s credit is converted to 
an income tax credit. One time increases to the homestead credit refund and renter’s credit were also 
passed as part of the tax bill. Metro Cities supported provisions to expand and increase the state’s direct 
property tax relief programs. 

1-H Property Valua�on Limits/Limited Market Value 

Metro Ci�es opposes the use of ar�ficial limits in valuing property at market for taxa�on purposes 
since such limita�ons shi� tax burdens to other classes of property and create dispari�es between 
proper�es of equal value. 

 Legislative Update: No applicable updates. 

1-I Market Value Homestead Exclusion Program 

The Market Value Homestead Exclusion Program (MVHE) provides property tax relief to qualifying 
homesteads, through reduc�ons in property tax values, which shi�s property taxes within jurisdic�ons. 
The MVHE replaced a former Market Value Homestead Credit Program, which provided credits on local 
government tax bills to qualifying proper�es, with reimbursements provided by the state to local 
governments. 

Metro Ci�es opposes restora�on of the former Market Value Homestead Credit, as reimbursements to 
local governments were inconsistent, and encourages further study of the exclusion program, with 
input by city officials, to determine the program’s overall efficacy and its effects on local tax bases. Due 
to the recent rapid increase in home values, Metro Ci�es supports modifica�ons to the homestead 
market value exclusion program to increase the benefit of the exclusion to qualifying homeowners. 
Changes to the homestead market value exclusion should be considered in concert with the impact of 
the homestead credit refund program. 



Legislative Update: The 2023 tax bill included an increase of the homestead market value exclusion from 
$413,800 to $517,200.  

1-J Metropolitan Area Fiscal Dispari�es Program 

The Metropolitan Area Fiscal Dispari�es Program, enacted in 1971, was created for the purposes of: 

 

• providing a way for local governments to share in the resources generated by the growth of the 
metropolitan area without removing exis�ng resources; 
 

• promo�ng orderly development of the region by reducing the impact of fiscal considera�ons on 
the loca�on of business and infrastructure; 
 

• establishing incen�ves for all parts of the area to work for the growth of the area as a whole; 
 

• helping communi�es at various stages of development; and 
 

• encouraging protec�on of the environment by reducing the impact of fiscal considera�ons to 
ensure protec�on of parks, open space and wetlands. 
 

Metro Ci�es supports the Fiscal Dispari�es Program. Metro Ci�es opposes any diversion from the 
fiscal dispari�es pool to fund specific state, regional or local programs, goals or projects as such 
diversions contradict the purposes of the program. 

Legisla�on that would modify or impact the fiscal dispari�es program should only be considered within a 
framework of comprehensive reform efforts of the state’s property tax, aids, and credits system. Any 
proposed legisla�on that would modify or impact the fiscal dispari�es program must be evaluated 
u�lizing the criteria of fairness, equity, stability, transparency, and coherence in the treatment of ci�es 
and taxpayers across the metropolitan region and must con�nue to serve the program’s intended 
purposes. 

Metro Ci�es opposes legisla�on that would allow for capturing and pooling growth in residen�al tax 
capacity to fund specific programs or objec�ves. 

Further studies or task forces to consider modifica�ons to the fiscal dispari�es program must include 
par�cipa�on and input from metropolitan local government representa�ves. 

Legislative Update: No applicable updates. 

1-K Cons�tu�onal Tax and Expenditure Limits 

Metro Ci�es strongly opposes including tax and expenditure limits in the state cons�tu�on, as it limits 
flexibility by the Legislature or local governments to respond to unan�cipated cri�cal needs, 
emergencies, or fluctua�ng economic situa�ons. When services such as educa�on, public safety and 
health care require increased funding beyond the overall limit, other publicly funded services poten�ally 
stand to receive inadequate resources. Cons�tu�onal limits result in reduced revenue bases during �mes 



of economic downturn and the inability to recover to previous service levels when economic prosperity 
returns. 

Legislative Update: No applicable updates.  

1-L State Property Tax 

The state levies a property tax on commercial/industrial and cabin property. Since ci�es’ only source of 
general funds is the property tax, Metro Ci�es opposes extension of the state property tax to 
addi�onal classes of property. Metro Ci�es opposes using the state property tax to fund specific 
programs or objec�ves generally funded through state income and sales tax revenue. 

To increase transparency, Metro Ci�es supports efforts to have the state provide informa�on on the 
property tax statement regarding the state property tax. Metro Ci�es opposes exemp�ng specific 
classes of property under the tax as such exemp�ons shi� the costs of the tax onto other classes of 
property. 

Legislative Update: No applicable updates. 

1-M Class Rate Tax System 

Metro Ci�es opposes elimina�on of the class rate tax system or applying future levy increases to 
market value since this further complicates the property tax system. 

Legislative Update: No applicable updates. 

1-N Regional Facility Host Communi�es 

Municipali�es hos�ng regional facili�es such as u�li�es, landfills or aggregate mining incur costs and 
effects such as environmental damage or lost economic development opportuni�es. Communi�es 
should be compensated for the effects of facili�es that provide benefits to the region and state. Metro 
Ci�es supports efforts to offset the nega�ve effects of these facili�es and ac�vi�es on host 
communi�es. Metro Ci�es would prefer that municipali�es be allowed to collect a host fee that may be 
adjusted when state decisions affect those fees. 

Legislative Update: A new law requires MN Management and Budget to transfer $27.397 million from 
the general fund to the metropolitan landfill contingency action trust account to restore that account’s 
balance following transfers made to the general fund in 2003 and 2005.  

1-O Sales Tax on Local Government Purchases 

Metro Ci�es supported the 2013 reinstatement of the sales tax exemp�on for purchases of goods and 
services made by ci�es. This reinstatement does not apply to all local government purchases. 

To ensure ci�zens receive the full benefit of this exemp�on, the law should treat purchases of all local 
government units the same, including purchases made by special taxing districts, joint powers en��es, 
or any other agency or instrumentality of local government. 

Metro Ci�es supports simplifying the process on the exemp�on for construc�on materials that is 
complex and cost ineffec�ve or conver�ng the process to a refund program. Metro Ci�es supported 



the law enacted in 2021 that exempts construc�on materials purchased to construct public safety 
facili�es from state sales tax. 

Metro Ci�es supports gran�ng an extension of the motor vehicle sales tax exemp�on to all municipal 
vehicles that are used for general city func�ons and are provided by governmental en��es. Currently, 
only certain vehicles, including road maintenance vehicles purchased by townships, and municipal fire 
trucks and police vehicles not registered for use on public roads, are exempt from the MVST. 

Legislative Update: The House tax bill included a temporary provision to address the construction 
materials sales tax exemption that would have exempted materials from July 2021 to December 2024.  
The Senate tax bill included several community-specific construction sales tax exemptions in its tax bill 
but did not address the exemption generally. Addressing the general exemption was not included in the 
tax bill that became law. 

1-P City Revenue Stability and Fund Balance 

Metro Ci�es opposes state atempts to control or restrict city fund balances, or to use city fund 
balances as a ra�onale for reducing state aids or property tax payment delays. These funds are 
necessary to maintain fiscal viability, meet unexpected or emergency resource needs, purchase capital 
goods and infrastructure, provide adequate cash flow and maintain high level bond ra�ngs. 

Legislative Update: No applicable updates. 

1-Q Public Employees’ Re�rement Associa�on (PERA) 

Metro Ci�es supports employees and ci�es sharing equally in the cost of necessary contribu�on 
increases and a sixty percent employer/forty percent employee split for the PERA Police and Fire Plan. 
Metro Ci�es also supports state assistance to local governments to cover contribu�on burdens placed 
on ci�es over and above contribu�on increases required by employees. Ci�es should receive sufficient 
no�ce of increases so that they may take them into account for budge�ng purposes. 

Metro Ci�es opposes benefit improvements for ac�ve employees or re�rees un�l the financial health 
of the PERA General Plan and PERA Police and Fire Plan are restored. 

Metro Ci�es supports modifica�ons to help align PERA contribu�ons and costs, and reduce the need 
for addi�onal contribu�on increases, including a modifica�on of PERA eligibility guidelines to account 
for temporary, seasonal, and part-�me employment situa�ons, the use of pro-rated service credit and 
a comprehensive review of exclusions to simplify eligibility guidelines. Further employer contribu�on 
rate increases should be avoided un�l other cost alignment mechanisms are considered. 

Metro Ci�es supports ci�es and fire relief associa�ons working together to determine the best 
applica�on of State Fire Aid. Flexibility in the applica�on of aid, where combina�on departments exist, 
will ensure that fire services can be provided in the most cost-effec�ve means possible. 

Regarding police pension contribu�ons, Metro Ci�es supports a proac�ve review of factors 
contribu�ng to the financial status of police and fire pension plans, to ensure that structural 
adjustments are considered in conjunc�on with poten�al increases in employee and employer 
contribu�on rates. Specifically, an area that could be considered is contractual over�me impacts on 
pension levels. 



In recent years, the number of public safety employees seeking duty disability determina�ons through 
the Public Employees Re�rement Associa�on (PERA) and making workers’ compensa�on claims for line-
of-duty injuries has accelerated. The current system for processing and addressing duty disability 
benefits can be incompa�ble with the goal of restoring good health and returning employees to work 
and the fiscal implica�ons of the increasing number of claims are unsustainable for employers and, 
ul�mately, taxpayers. 

Metro Ci�es supports efforts by the League of Minnesota Ci�es and ci�es to invest resources into mental 
and physical injury, educa�on, preven�on, and treatment, and to gather empirical evidence related to 
the treatability of mental health injuries and provide early treatment. 

Metro Ci�es further supports full state funding for the Public Safety Officer Benefit account that 
reimbursees employers for con�nued health insurance to police officers and firefighters injured in the 
line of duty, funding to reimburse local governments for providing paid �me off to public safety 
employees who experience work related trauma and/or are seeking treatment for a mental injury, and 
funding for trauma training, early interven�on, and mental health treatment. 

Metro Ci�es supports removing the sunset of the PERA aid that is paid to local units of government to 
help address increased employer contribu�on costs. 

Legislative Update: The omnibus pensions bill passed into law includes one-time funding for PERA plans 
and a one-time cost of living increase. The full vesting period for PERA was modified to three years, from 
five years. 

1-R State Program Revenue Sources 

Metro Ci�es opposes any atempt by the state to finance programs of statewide value and 
significance, that are tradi�onally funded with state revenues, with local revenue sources such as 
municipal u�li�es or property tax mechanisms. Statewide programs serve important state goals and 
objec�ves and should be financed through tradi�onal state revenue sources such as the income or 
sales tax. 

Metro Ci�es further opposes subs�tu�ng tradi�onally state funded programs with funding 
mechanisms that would disparately affect taxpayers in the metropolitan area. 

Legislative Update:  A new law establishes a .25 metro sales tax for housing rental assistance in the 
metropolitan area.   

1-S Post-Employment Benefits 

Metro Ci�es supported statutory changes that allow local governments to establish trusts from which 
to fund post-employment health and life insurance benefits for public employees, with par�cipa�on 
by ci�es on a strictly voluntary basis, in recogni�on of differing local needs and circumstances. Ci�es 
should retain the ability to determine the level of post-employment benefits to employees. 

Legislative Update: No applicable updates. 

 

  



1-T Health Care Insurance Programs 

Metro Ci�es supports legisla�ve efforts to control health insurance costs but opposes ac�ons that 
undermine local flexibility to manage rising insurance costs. Metro Ci�es encourages a full examina�on 
of the rising costs of health care and the impacts on city employers and employees. Metro Ci�es also 
supports a study of the fiscal impacts to both ci�es and re�rees of pooling re�rees separately from 
ac�ve employees. 

Legislative Update: No applicable updates. 

1-U State Budget Stability 

Metro Ci�es strongly supports a state revenue system that provides for stability, flexibility, and 
adequacy in the system, reduces the vola�lity of state revenues and improves the long- term balance 
of state revenues and expenditures. Metro Ci�es supports a statutory budget reserve minimum that is 
adequate to manage risks and fluctua�ons in the state’s tax system and a cash flow reserve account of 
sufficient size so that the state can avoid short- term borrowing to manage cash flow fluctua�ons. 

Metro Ci�es also supports an examina�on of the property tax system and the rela�onships between 
state and local tax bases, with an emphasis on state budget cuts and effects on property taxes. State 
budget deficits must be balanced with statewide sources and must not further reduce funding for 
property tax relief programs and aids to local governments that result in local governments bearing more 
responsibility for the costs of services that belong to the state. 

Legislative Update: The Legislature passed a law to require the Office of MN Management and Budget 
(MMB) to include inflation on expenditures in budget and economic forecasts.    

1-V Taxa�on of Electronic Commerce 

Metro Ci�es supports efforts to develop a streamlined sales and use tax system to simplify sales and 
use tax collec�on and administra�on by retailers and states. Metro Ci�es supports policies that 
encourage remote retailers to collect and remit state sales taxes in states that are complying with the 
Streamlined Sales and Use Tax Agreement. 

Metro Ci�es opposes legisla�on that allows accommoda�on intermediaries such as online travel 
companies a tax exemp�on that terminates obliga�ons to pay hotel taxes to state and local 
governments, or otherwise restricts legal ac�ons by states and locali�es.  
The Legislature in 2011 clarified that these services are subject to state sales tax. Metro Ci�es supports 
statutory changes to further clarify that all lodging taxes, whether administered by the state or locally, 
apply to total charges, including charges for services provided by accommoda�on intermediaries. 

Legislative Update: No applicable updates. 

1-W Payments for Services to Tax Exempt Property 

Metro Ci�es supports city authority to collect payments from tax exempt property owners to cover 
the costs of services to those en��es, similar to statutory authority for special assessments. Metro 
Ci�es opposes legisla�on that would exempt nonprofit en��es from paying user fees and service 
charges. 



Legislative Update: No applicable updates. 

1-X Proceeds from Tax Forfeited Property 

Metro Ci�es supports changes to state laws governing the proceeds for tax forfeited proper�es. 
Currently, coun�es can recover administra�ve costs related to a property before other alloca�ons are 
made, and the law allows for the county to recoup a percentage of assessment costs once administra�ve 
costs are allocated. The result is o�en no alloca�on or a very low alloca�on, and usually insufficient level 
of proceeds available for covering special assessments, unpaid taxes, and fees to ci�es. State processes 
addressing tax-forfeited proper�es can have implica�ons for local land use plans and requirements and 
can result in unexpected and significant fiscal impacts on local communi�es. The current process also 
does not require the repayment of unpaid u�lity charges or building and development fees. 

Metro Ci�es supports statutory changes that balance repayment of unpaid taxes and assessments, 
u�lity charges and other fees and that more equitably allocates the distribu�on of proceeds between 
coun�es and ci�es. 

Legislative Update: No applicable updates. 

1-Y Vehicle Title and Registra�on System (VTRS) 

Issues associated with the rollout of the state MN Licensing and Registra�on System (MNLARS) have 
caused significant unan�cipated and ongoing disrup�ons to services provided by local deputy registrars. 
Some registrar offices have relied on other local revenues, such as the property tax, to manage normal 
expenses due to unresolved glitches in the system and a shi� from the state to the local level for 
addi�onal processing �me. These challenges have also created a high poten�al for nega�ve public 
percep�ons on local government services, on an issue over which local governments have no ability to 
control.  
In 2019, state officials elected to replace the MNLARS system with the Vehicle Title and Registra�on 
System (VTRS). 

Metro Ci�es supports state funding to compensate local deputy registrars for unan�cipated, increased 
costs associated with implementa�on of the new system, and the shi�ing of per-transac�on 
processing burdens that may result from the implementa�on of VTRS. 

As the state works to iden�fy efficiencies in the vehicle registra�on process and system, policy makers 
must consider the effects of changes on the financial viability of deputy registrars resul�ng from 
decreases in transac�on fees collected by local registrars. 

Metro Ci�es supports increases to exis�ng transac�on fee levels that are set by state law, to ensure 
that local deputy registrars can sufficiently func�on and meet con�nually evolving local registrar 
service needs and address any necessary modifica�ons to registrar opera�ons to ensure these services 
can be provided safely to the public. 

Legislative Update: Chapter 68 includes $6 million from the state’s general fund for payments to deputy 
registrars, with amounts based on the number of transactions. The law also increased filing fees and 
established a $1 surcharge for deputy registrars. The new law defines full-service providers as those 
appointed by the Department of Public Safety (DPS) to provide deputy registrar and driver’s license 



functions. The new law also requires DPS to produce a report on the financial sustainability of both 
functions by January 2024. 

1-Z Special Assessments 

When property owners challenge special assessments based on applica�on of the special benefit test, 
some courts have interpreted “benefits received” to mean the one-year increase in property value that is 
directly atributable to a construc�on project. There is currently no consistency between state laws and 
rulings by some courts on the term “benefits received”. Metro Ci�es supports modifica�ons to state 
laws governing special assessments for construc�on projects or other improvements arising from 
legisla�ve authority to clarify the defini�on of “benefits received”. The modified defini�on should more 
closely align with how special assessments are calculated and recognizes that the benefit of the 
improvement to a property may be realized over �me and not within one year. 

Legislative Update: No applicable updates. 
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