“In the past year we have visited 800 firms and conducted three
statewide polls. The message that has come back, loud and clear, is...
‘tell the legislature not to increase our taxes.’ Taxpayers have deep
concerns about the value they receive for every state dollar spent.”

— Bill Blazar, Minnesota Chamber of Commerce, leader of the “Grow Minnesota” Initiative

NAIOP’S COMPARATIVE TAX STUDY compares property tax
and other tax costs of doing business in Minnesota for a typical
manufacturing business with those paid by a similar business
in comparable, competing states.

THE BUSINESS used as the basis for the study is a typical
small firm with 99 employees, occupying a 70,000 SF
single tenant building. Gross revenues, $8.7 million; taxable
purchases, $145,000; personal property, $700,000; annual

net income, $98,450 before corporate taxes; and gross annual
payroll, $2.8 million.

VARIABLES include building location, taxes and tax rates
imposed by state and local jurisdictions, and assessed value.
The study takes into account the fact that the valuation of the
building a business occupies has little or no bearing on its
owner’s decision to expand in Minnesota or relocate to another
state offering a lower cost tax environment.

“The threat of further increases in the
statewide property tax following on the heels of
this year’s increase would be just terrible.
There is no way we can raise our prices in this
economy to offset them.”

— Bruce Torell, owner of Leaders Manufacturing, Willmar, MN, a producer
of abrasive products, has seen sales decline while property taxes on the two
buildings his company occupies have gone up again.

INDUSTRIAL BUILDINGS COMPARED were originally selected
for similarity in age (eliminating any effects of local tax incentive
programs), and in size, construction type and land area (2-5
acres). Variations in building size have been adjusted to match
the model building, with the same factor applied to assessors’
market values and property taxes paid.

TAX DATA used in the study is obtained each year from local
assessment records, adjusted only for building size and land
area. Changes are limited only to taxes, tax rates and valuation
occurring at the local jurisdiction level.

ASSUMPTIONS related to sales, employee count and profitability
are used to calculate other taxes paid, as well as total business
tax burdens. Each year’s actual rates are applied against these
assumptions. The complete study examines all taxes imposed
on the business, including real and personal property, sales,
unemployment and other tax costs of operating the business.

“We are the largest taxpayer in five of the
eleven communities in which we operate. In
this tough economy, when we have had to make
some layoffs, the property taxes we have to pay
are taking an awfully big bite out of revenues.”

— Terry Tone, administrator of Affiliated Community Medical Centers,
an operator of clinics and medical facilities in 11 Greater Minnesota cities.

“There is nothing like a recession to make us realize the

importance of economic vitality and good jobs...We hope

Minnesota policymakers can look beyond quick fixes and
toward measures that promote long-term economic health.”

— Opinion, St. Paul Pioneer Press, November 29, 2009

is one of b6 chapters of the Commercial Real Estate Development Association, representing

thousands of developers, owners and managers of business properties throughout North America. Members and their

firms invest in, develop and manage modern facilities housing Minnesota’s most valuable economic resource, the

thousands of job-creating companies who provide the livelihoods for hundreds of thousands of Minnesota’s workers
and their families in communities across the state.

NAIOP Minnesota is committed to being the first line of defense for our nearly 1,000 owner and investor members,
for their business tenants and for all of Minnesota’s business property taxpayers, statewide.
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—AnN Urgent Message to Our State’s Policymakers—

MINNESOTA’S
JOB-CREATORS
ARE EAGER TO GO

BACK TO WORK!

There are 3 things you can do to help them get going. »

“The jobs agenda must begin with a
Hippocratic oath: First, do no harm
to employment.”

— Michael J. Boskin, Economist, Stanford University

hold the line on the statewide
business property tax.

Minnesota’s high property taxes on buildings
used for business are a heavy burden on our only
true job-creators—thousands of employers,
large and small, located in communities all
across the state. Commercial-industrial
property in Minnesota is actually taxed
twice—once locally by cities, counties and
school districts—and a second time by the
state itself, through the so-called “Statewide
General Tax.” Collected on the same property
and paid directly into the state’s General Fund,
that tax alone will cost Minnesota businesses
more than three-quarters of a billion dollars in
2010, in addition to-the property taxes they
pay in their own local communities.

Targeting business for property tax increases
might appear to be an attractive and politically
feasible solution for Minnesota's dramatic
budget problems. But piling additional fixed
costs on employers already struggling to
survive and compete in this “Great Recession”
will only make their task as job-creators even
more difficult, while worsening economic
conditions for workers and their families who
ultimately must bear the cost in higher prices,
reduced wages oreven wider unemployment.

exercise great caution
in how you invest scarce taxpayer

dollars—and, wherever possible,
cut spending.

Taxpayers know and understand the real
causes for Minnesota’s budget bust: spending
that has continued to grow faster than the
state’s economy. According to the Minnesota
Department of Revenue, from 1960 to 2007
state General Fund spending galloped ahead,
often by double-digit, year-over-year percentage
increases (see inside chart). Now we understand
that this level of spending is unsustainable and
certainly disastrous when the state’s economy is
as bad as it is today. We encourage policymakers
to adopt a “Priorities of Government” approach
to government and to reduce the likelihood of
over-committing resources in good times.

It's time for everyone to re-think and re-
frame the role and level of responsibility of
government in our daily lives: taxpayers must
put the brakes on their desire for new or
additional services; policymakers must finally
make the wise decisions demanded by a state
budget that is deeply out of balance today, and
for many years into the future.

As business owners, in times like these, our
customers expect us to deliver the same
quality, if not a higher level, of service as
before, but at a lower price. If we don’t, our
competition will. AMinnesota’s taxpayers are
expecting policymakers to do-the same—
deliver more effective services, and potentially
more services, with fewer resources.

“We’re facing a massive deficit.
Reform is change and that scares
people. We’ve all known that we have
to cut. We’ll cut again next year and
the next year. Minnesotans have to
get used to that. We have to get our
heads around that.”

— Representative Ann Lenczewski, Bloomington

consider the potential for
damaging private sector job growth

of any legislation you are voting on
or proposing.

It's not government, but Minnesota's small
businesses that must ultimately create
the tens of thousands of jobs we need and
policymakers are clamoring for. But their
efforts must not be-hamstrung by the growing
number of hurdles placed in their path by
state and‘ local policymakers: multiple
government-imposed regulations and fees,
cumbersome and expensive permitting
processes, restrictive’ land use legislation,
and other burdens on the cost of doing
business which will impact their continuing
ability to grow and compete, nationally and
worldwide.

With  minimal interference, Minnesota’s
businesses can and will create the new jobs
we so urgently need.
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“Like all Minnesota-based companies, we pay a premium in property taxes just to operate here.
But property taxes are fixed costs, which we can neither control nor absorb in this down economy.”
— John Forbes, president of Heart Throb Exhaust, a Litchfield, MIN manufacturer of automotive equipment, has been forced to lay off employees due to the recession.

For more information contact: Kaye Rakow, Director of Public Policy
4248 Park Glen Road | Minneapolis, MN 55416 | P: (952) 928-7461 | F: (952) 929-1318
www.naiopmn.org

213 of the 350
businesses surveyed—61 percent—called the state’s high taxes “the biggest barrier to creating jobs in the state.”

Only 6 percent of the firms surveyed said they plan to add employees in the next 12 months.
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tax. The total spending for the biennium industrial building owners, users and tenants. Photos shown are of actual industrial buildings in each state, comparable in size and value to a typical building used by a Minnesota manufacturing
was $57,432,392,000. company. NAIOP has compared actual property tax costs on these same buildings every year since 1986, with Minnesota consistently leading most other states by a wide margin.
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