MINNESOTA STATE AUDITOR REBECCA OTTO CAMPAIGN PRESS

STATE AUDITOR TIMES

REBECCA %%k

STATE AUDITOR

WWW.REBECCAOTTO.COM

Published Ig
OT O FOR AUDITOR
12697 N 177th St
Marine on St Cr0|x MN

(651 ) 433 2982

Vol 4, Issue 1 Summer-Fall, 2010

News and views on the most important State office in your home town

Tax Tracker
Which taxes & fees
are up or down? A6

1999 100 201 0T M3 LW4 305 DS 20T IMe
= ® - Froperty Tazes —#— Falsl
Soarce

Iste o e e nlsd Revemes
Office of The e A toe 2009 City Emaroes Ragort

Otto conducts 3
times as many
investigations
as predecessor

SAINT PAUL - New results show
that State Auditor Rebecca Otto has
been nearly three times as produc-
tive as her predecessor, former
State Auditor Pat Anderson.

Anderson, who is challenging
Otto in a 2010 rematch, had
claimed that Otto had been
“passive and ineffective.”

But due to efficiencies she has
built into the office, Otto has been
able to conduct nearly three times
as many investigations as Anderson
did during her entire term.

“Pat just hasn’t been paying
attention,” said Otto. “I’ve done
nearly three times as many inves-
tigations as she has — and people
have been sentenced to time.”

A review of the Office of the
State Auditor's Web page listing
Special Investigations and letters
of review bears this out. The
years 2003- 2006, when
Anderson was State Auditor, lists
a total of ten investigations.

OTTO MORE PRODUCTIVE, A4

Rebecca Otto wins
national award for

‘Excellence in Accountabllrty’

WASHINGTON - The nonpartisan
National State Auditors Association
(NSAA) has awarded State Auditor
Rebecca Otto with the prestigious
2009 Excellence in Accountability
Award.

“NSAA is privileged to recognize
some of the most innovative thinking
in the current
state auditing environment,”” said Tom
McTavish, Michigan’s Auditor
General and Chair of the NSAA
Excellence in Accountability Awards
Committee.

The award was for the Best Practices
Review: Reducing Energy Costs in
Local Government.

“Local government budgets are tight
and energy costs are a significant part
of their expenses,”
said State Auditor Rebecca Otto.

“Reducing energy costs in our
schools, city halls, and county build-
ings is a common sense solution to

State Auditor Rebecca Otto
has emerged as a national leader
in innovation and efficiency

find new efficiencies. The money
saved can go towards funding public
safety, roads and bridges, or for reduc-
ing taxes.”

The more than 4,300 local govem-
ments in Minnesota use a lot of energy.
Reducing energy costs can have a
major impact on Minnesota taxpayers'
pocketbooks and on the environ-
OTTO EXCELLENCE AWARD, A4

Otto leads
nine-member
council to find
new efficiencies

in government

Taking a major step forward in efforts
to get Minnesota govemments working
more efficiently; State Auditor Rebecca
Otto today announced the formation of
the Collaborative Govemance Council.

The council was created in the
recent legislative session in a bipar-
tisan effort with assistance from
Otto and signed into law by the gov-
eror. Otto will Chair the initiative.

"With the budget challenges facing
all levels of government, it's impor-
tant that local governments work
together to provide services in the
most efficient and cost-effective
manner," said State Auditor Otto.

"Local governments are already col-
laborating, but we want to identify
other areas where they could collab-
orate in these tight times. If there are
laws in the way of allowing that to
happen, we will make recommenda-
tions to change that."

NEW EFFICIENCIES, A3

THE LEGACY OF PAT ANDERSON’S “LGA” CUTS
City Property Tax Revenues Soar 102%

Report shows state’s fiscal mess shifted onto property taxes

ST. PAUL — In 2003, then-State
Auditor Pat Anderson promoted
cutting Local Government Aid, or
LGA, saying the state could erase
nearly 12 percent of its $4.2 billion

deficit with a cut of 43 percent in
state aid to cities. The result has
been far higher property taxes.
“City revenues derived from prop-
erty taxes have risen 102% since
1999,” Otto said when she released a
report on Minnesota City Finances for
calendar year 2008. The Report exam-
ined long-term trends that showed a
greater reliance on property taxes at the

PROPERTY TAXES SOAR, A2

Anderson
Makes More
Math Errors

Consistent pattern of
errors over several years
raises new concerns

SAINT PAUL - In 2006, then
challenger Rebecca Otto found
hundreds of millions of dollars
of financial errors in official
reports issued by then-State

MORE ANDERSON ERRORS, A4
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State Auditor an

“outdoor woman”

Rebecca Otto bales her own hay.
She rides the wagon and stacks the
bales herself.

“l love being outdoors,” she
explains. “I need the fresh air.”

Otto lives with her husband Shawn
and their son on a 30-acre farm in
rural May Township, about 25 min-
utes north of Stillwater.

The couple designed and built their
home with their own hands.

“We like living where we can see the
stars, and be surrounded by wildlife.
It’s a good balance to a busy life. Itis
one of the reasons we live in
Minnesota: the great quality of life.”

Rebecca Otto readies her
Paso Fino for an evening ride

Property

(continued from Al)

Taxes Soar

PROPERTY TAX RELIEF |

very time Minnesotans and the state's
economy could least afford it.

"Minnesota cities deliver some of our
most essential services like public safe-
ty, which includes police and firefight-
ers, as well as street and highway
maintenance," said Otto.

"To put this into perspective, we are
in a foreclosure crisis and an econom-
ic downtum, Minnesotans have suf-
fered from wage deflation, the state has
a large budget deficit, and we are
increasing our reliance on property
taxes," said Otto.

""This report clearly shows how the
state has shifted its financial mess onto
property taxes at a time when many
Minnesotans can least afford it,"
warned Otto.

The report shows that over the last 10
years, as state govemment cut aid to
cities, a proportional increase in prop-
erty taxes has followed. '"Pat
Anderson’s no-new-taxes LGA cuts,
which are really no-new-state-taxes,
have really impacted Minnesota fami-

lies property tax bills," said Otto.

The Report shows that between 1999
and 2008, actual revenues from prop-
erty taxes grew by 102 percent, com-
pared to just 10 percent for revenues
from the state and federal government.

The report also shows that city rev-
enues have decreased by 7 percent
after inflation between 1999 and 2008.
Some feel that cities just need to cut
their budgets. The report points out that
when adjusted for inflation, city expen-
ditures have actually decreased by 7
percent between 1999 and 2008.
"Cities have been cutting their budgets
and building in efficiencies.

State Auditor Otto met with legisla-
tive leaders and the Govemor. 'l
wamed them again that cutting state
aids to solve the deficit would have a
further impact in property taxes. And,
it is important to note that these are for
2008. They cut more state aid to cities
in’09 and *10. The property taxpay-
ers will be picking up the state’s budg-
et deficit again," Otto cautioned.

Otto makes
firefighters
a top priority

SAINT PAUL - State Auditor
Rebecca Otto has annually convened
and chaired the Volunteer Fire Relief
Association Working Group to make
the fire relief pension process easier
and more effective.

Many firefighters are volunteers
compensated with pensions, so the
work of this Group is supporting the
current very efficient firefighting sys-
tem used by the State of Minnesota.

“If your home is on fire, and you call
the Fire Department, we need to
ensure that there are firefighters to
respond,” said Otto.

“Every year the Working Group pro-
duces a bill that updates antiquated
laws to reflect today’s reality for fire-
fighters and their pension plans. The
results are better laws that help the
Relief Trustees be successful in man-
aging and safeguarding their pension
funds.”

The Working Group meetings have
also identified areas for the Office to
do training, and has led to better edu-
cational materials that assist the
trustees of these plans to be successful.

Saint Paul Firefighters Local 21 has
endorsed Rebecca Otto for re-election
for State Auditor for her "track record
of bridging the partisan divide and
uniting our elected officials," said
Local 21 president Michael Smith.

Rebecca Otto Commentary: Cleaning up after Pat Anderson

‘When I took office after Pat
Anderson, I had a lot of clean
up to do. Anderson cut the
office staff significantly
before she was in office long [&5
enough to understand where [ %
to cut and whether it protect-
ed the taxpayers' best interest
or not. The result was inefficiency
and the loss of well-seasoned audi-
tors and middle staff who were criti-
cal to retain, as they were going to be

the future leaders
of the Office when
retirements  began
to occur. Morale
was low. Finally,
shortly  before
left
office, a whole
division was gutted.

New risk-based national auditing
standards went into place as I took
office that changed the auditing

world. These new standards greatly
increased the work that auditors
have to perform. It also increased
the amount of work that local gov-
emments had to perform in order to
prepare for an audit. Anderson's
short-sighted cuts to the Office made
it more difficult to complete the
major increase in workload, espe-
cially since the Office lost many sea-
soned veterans.

I immediately went to work to

improve staff morale and retention. 1
did succession planning, rebuilt a
division, and restructured another
division to help with the increased
workload and retirements at the top.

I also responded by introducing
several innovations and efficiencies
that improved productivity. These
included a much-improved web site
that reduced the number of calls
coming into the Office so staff could

CLEANING UP AFTER PAT, A5
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Minnesota State Auditor
Rebecca Otto has been elect-
ed to the Executive
Committee of the National
State Auditors Association
(NSAA).

The position puts Otto on a
4-year track to assume the
presidency of the national
organization.

State Auditor Otto’s peers of
both parties chose her for this
position to help lead the the
National State Auditor’s
Association. The member-
ship recognized Otto’s leader-

Rebecca Otto argues a point in Local Government Policy Committee

Rebecca Otto to Lead
National State Auditors

Executive Committee election puts
Otto on 4-year track to presidency

WASHINGTON, D.C. -

ship skills, and her focus on
excellence in accountability,
transparency and efficiency of
government over the last sev-
eral years.

“I’m very honored,” said
Otto of the appointment. “In
tight times government needs
to find new efficiencies and
new innovation. This
appointment will give me the
opportunity to implement a
vision that will help states
meet these tough challenges
in a time when workloads and
standards are up, and budgets
and staffing are down.”

The story of
Rebecca Otto

From small business
success to teacher
to elected local and
statewide office,
Otto says “next
generation” is

what drives her

MAY TOWNSHIP - “I guess it all
started with volunteering for the PTO
Board,” laughs Rebecca Otto. “It’s a
slippery slope!”’

Rebecca and her husband Shawn
started a business 14 years before she
entered into public service. Otto
wanted more than business success;
she wanted to give back to the com-
munity, so she left her position as
president of the company, got her
Master’s of Education, and became a
public school teacher. She worked
for 5 years in the Mounds View
Schools, and knew firsthand how
teachers were spending their own
money for basic supplies in their
classroom.  “Itoo was buying sup-
plies for my classroom,” she says.

Shortly after her son entered school
she was asked to join the local par-
ent-teacher organization. They need-
ed a Secretary so Otto volunteered.
The topic of cuts to school funding
came up, and the PTO worked to
raise money to provide what the
schools and teachers couldn't.

EXPERIENCE AND VISION, A5

New Efficiences
(continued from Al)

The Council will bring together key
stakeholders from local govemments,
including cities, counties, towns, and
school districts, and also fiom three
majorunions that represent local goverm-
ment employes.

The Council will focus on finding ways
to increase govemment innovation and
collaboration at all levels.

“The key players who know the issues
will beat the table. We will call in experts
as needed as we work to find common-
sense changes that can be made which
will benefit all of our communities, and

our state,” said Auditor Otto.

“Often bills of this sort can simply be
more bloated govemment,” Otto said.
She said she was pleased with the effi-
ciencies of this measure. ""The beauty of
this bill is that it was crafted so there was
1o cost; no one will get a per diem, or
reimbursements. That was the only way
it survived this last session.”

The Council’s work may include:
The review of statutes, laws and rules
that slow or prevent collaborative efforts;
The use of collaboration to improve
the delivery of governmental services;

The use of technology to connect enti-

ties and share information;

The modemization of financial trans-
actionsand oversight by facilitating cred-
it and debit card transactions, and elec-
tronic fund transfers;

The creation of model forms for joint

power agreements.
The final recommendations from the
Council will most likely be recommend-
ed legislative changes in the form of a
bill. They will be presented to the gover-
norand certain legislative committees by
early next year. The Council will hold
regular meetings, which will be public.
Mexting notices will be posted on the
Office of the State Auditor website at
www.auditorstate.mn.us.

YOUR

PRIVACY
Legislati

Auditor
faults Pat
Anderson
in social

securit
scanda

Judgment error led to
exposure of Minnesotans’
social security
numbers on internet

SAINT PAUL — An Office of the
Legislative Auditor (OLA) report
implicates the Republican-endorsed
candidate for State Auditor, former
State  Auditor and former
Minnesota ~ Department  of
Employee Relations (DOER)
Commissioner Pat Anderson, in a
recent internet security breach that
led to the public exposure of
Minnesotans’ social security num-
bers and other “not public” data.

Anderson “did not adequately
address data security”” in contracting
with a private firm to handle sensi-
tive data of thousands of
Minnesotans, the OLA investiga-
tion found.

After losing her 2006 re-election
bid to State Auditor Rebecca Otto,
Anderson was appointed by
Govemnor Tim Pawlenty to tem-
porarily head DOER before it was
merged with the Minnesota
Department of Finance. She was
Commissioner from January of
2007 to June 1, 2008, when the
merger occurred.

In January 2008, Pawlenty ordered

ANDERSON INVESTIGATED, A4
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YOUR
PRIVFACY

Anderson
Investigated

(continued from A3)

the state to use E-Verify, a federal
Web-based system run by the U.S.
Department of Homeland Security,
to verify whether newly hired
employees are eligible to work in
the United States. Primary respon-
sibility for implementation was
assigned to Anderson as the then-
Commissioner of DOER.

Use of the E-Verify system
requires the transmission of data
classified by law as not public,
including social security numbers.

To implement the governor’s order,
Anderson could have allowed state
agencies to connect directly to E-
Verify via the free Web site admin-
istered by Homeland Security.

Anderson chose instead hire a pri-
vate vendor, Lookout Services, Inc,
to facilitate the implementation.

The Legislative Auditor’s investi-
gation found that Anderson made
only “a limited assessment of
Lookout Services before signing an
agreement. . .and the agreement did
not adequately address data securi-

Anderson also failed to conduct
any formal assessment of the data
security risks involved with using
any E-Verify vendor and failed to
conduct an independent security
review specifically of Lookout
Services, according to the OLA
report.

Anderson’s own staff expressed
concerns, telling the OLA that there
was no budget for the program. In
addition, documents provided by
Lookout Services to DOER’s infor-
mation security staff were only the
“advertising version” of what com-
panies claim to have as security.
Anderson could have obtained

copies of the vendor’s security poli-
cies and procedures and evidence
that they were being followed, but
did not.

Despite these issues, Anderson
approved moving forward, saying
in an e-mail, “Let’s get this done,”
and signing an agreement with
Lookout Services on April 4, 2008.
The contract said in part that
“Licensor [Lookout Services]
assumes no responsibility for
Licensee’s [State of Minnesota’s]
encrypted data that is sent to, stored
on, or retrieved off of a Licensor’s
server.”” Anderson signed the agree-
ment “without additions, amend-
ments, or restrictions that reflected
the state’s data security interests,”
said the OLA report.

After the program was implement-
ed, a reporter for Minnesota Public
Radio was able to access
Minnesotans’ names, birth dates,
and social security numbers simply
by Googling Lookout Services,
leading to a major scandal.

The state has since cancelled its
contract with Lookout Services and
is involved in a lawsuit with the
firm.

The breach is part of an ongoing
pattern of mistakes that Anderson
has been embroiled in. In 2006,
Anderson failed to take security
measures after a computer laptop
was stolen from the Office of the
State Auditor. A month later, three
more laptop computers were stolen
containing the names, birthdates,
social security numbers, and other
not public data of hundreds of
Minnesotans.

Anderson lost her reelection bid to
Rebecca Otto in part because of this
Jjudgment error.

To State Auditor Rebecca Otto, the
latest mistake is part of an “ongoing
pattern of careless errors and inat-
tention to detail, and we simply
can’t afford this in the state’s top
numbers job. ‘Getting it done’
should never come ahead of getting
it right. Minnesotans depend on the
State Auditor to be their line of
defense against this kind of thing.”

The Office of the State Auditor
oversees the spending of over $20
billion per year by local govern-
ments.

Otto Excel-
lence Award

(continued from Al)
ment,” Otto said.

“When we surveyed local govern-
ments for this Review, they reported
that an obstacle to reducing energy
costs was lack of financial resources.
The Review has live links that get
them directly to financial resources.
We get them to the green,” said State
Auditor Otto.

The Review is designed to assist local
officials in making informed decisions.
It provides recommendations for steps
to best practices, and cost/benefit
analyses on different types of technolo-
gies and services to reduce energy
costs. The Review is also designed to
be easy to use. The online version is
nteractive. A Follow-Up Report has
been issued since the first Review. It
shows how much local governments
are actually saving from their energy
reducing projects.

Otto more

productive
(continued from Al)

The years 2007-2010, Rebecca
Otto’s first term, shows nearly
thirty — and Otto says there will
be more.

“This is because of my focus
on innovation and efficiency,”
Otto said.

“Pat Anderson slashed the
office budget then focused on
partisan grandstanding. She
was inefficient, she made a lot
of errors, and she didn’t get
very much done as a result.

“I put my nose to the grind-
stone, and we built in efficien-
cies and better processes that
have saved staff time so they
can focus on the important
work. In tight economic times
and tighter budgets, the taxpay-
ers have gotten far more pro-
ductivity out of the Office.”

More Anderson Errors

(continued from A1)

Auditor Pat Anderson. Otto won
that race, unseating Anderson by the
largest margin over an incumbent
State Auditor in 112 years.

Anderson wants her old job back,
but State Auditor Rebecca Otto said
she is still finding errors — this time
throughout campaign finance
reports that Anderson personally
signed off on.

In February, Otto announced
that Anderson had made finan-
cial errors in her 2009
Gubernatorial campaign finance
report. Anderson subsequently
amended her report to reflect
Otto’s corrections.

Now, Otto has announced more
financial errors by Anderson,
this time in campaign finance
reports dating back to her first
run for State Auditor in 2002 all
the way up through her cam-
paign’s 2008 return.

“Anyone can make a mistake,
but Anderson has a consistent
pattern of errors in the numbers,
both in and out of office,” said
Otto. “We can’t afford a State

Auditor who makes error after
error, year after year, to the tune
of hundreds of millions of dol-
lars. As State Auditor, you over-
see over $20 billion per year and
every taxpayer dollar counts.”
“That’s her thing, and I’'m ignoring
her,” Anderson told the Bemidji
Pioneer when confronted about the
errors, “because it’s so stupid.”

In contrast to Anderson,
Auditor Otto won the National
Excellence in Accountability
Award from her peers in the non-
partisan National State Auditors
Association, and has been elect-
ed to their executive committee.

“The choice in November is
very clear,” said Otto. “We can
go backwards to a partisan
grandstander who simply bashes
government while making hun-
dreds of millions of dollars in
errors, year in and year out, or
we can go forward with achiev-
ing excellence and efficiency in
government, and make
Minnesota a national leader
again.”
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Cleaning up after Pat Anderson

(continued from A2

focus on their work. Web-based
meetings and trainings have reduced
windshield time and costs for both

have been proactive to help local
officials get it right in the first place
when spending taxpayer dollars

my staff, and local While Anderson was | r2ther just catching
government staff. | out grandstanding them doing the
conducted outreach about how government |“1ong thing. We
and provided training was bad, I have had my developed educa-
for local officials| ose to the grindstone tional materials to
around the new audit-| ) 0 Ko it By etter, and help local officials
ing standards to help| g, ave been nearly three in a variety of areas
them work to actively times as productive. that we saw prob-
reduce their audit lems in, and we

costs, and get a more timely audit.
Anderson was reactive with local
officials when she was State Auditor.
Her grandstanding at the expense of
local officials to get a headline erod-
ed any trust that existed between
local governments and the State
Auditor. They did not want to call
the Office with questions for fear
Anderson would unfairly use them
for a headline for her political gain. 1

conducted very targeted trainings to
reduce recurring problems. The
result has been far more efficient
government, and better stewardship
of tax dollars. Economic downturns
historically have produced more
fraud, and our educational efforts
helped avert a lot more fraud from
occutring.

While Anderson was out grand-
standing about how government

was bad, I have had my nose to the
grindstone to make it better.
Because of the many efficiencies
built into the office, staff has been
able to conduct nearly three times as
many investigations as Anderson
did in her entire 4 years. I have
worked successfully to regain trust
with local officials, and now they
call the Office with questions so they
get things right in the first place.
However, if someone misuses pub-
lic funds, I am tough, and people
have been sentenced to time.

We have an important choice this
November. We can either go back to
Anderson’s political grandstanding
and simply saying that government is
bad. Or we can go forward and find
more efficiencies, have greater trans-
parency, do more investigations,
have greater accuracy, and make
Minnesota a national leader again.

Finding nearly $300
million in a pattern of
errors, Rebecca
Otto unseated Pat
Anderson by largest
upset in 112 years

Rebecca Otto won the race to
become Minnesota's State Auditor
by a margin of nearly 11%, with a
majority of the votes in a 4-candidate
race, and with more votes than any
State Auditor in Minnesota history.

Otto win was the largest upset of an
incumbent State Auditor in 112
years, since 1894, and she became
the first female Democrat to be elect-
edtothe post. When Pat Anderson
won the post in 2002, she won by
less than 3/4%.

Rebecca Otto became the 18th
State Auditor of Minnesota.

Experience And VISION cominedson s

Rebecca became co-chair of the dis-
trict’s ad-hoc finance committee, and
reviewed the district's finances.
What she found was that the district
was efficient - but was going into
statutory operating

islators understood about school and
local govemment funding. Here
they were, voting on key issues, and
they didn’t understand the out-
comes,” she says.

debt, and so need-
ed a levy referen-
dum. Otto gar-
nered hundreds of
volunteers, pass-
ing the levy with
bipartisan support,
keeping teachers
in the classroom -
and the quality of &
education in the
district.

At the same time,
she was asked to
run for the school board due to her
background in education, business
and finance, and ended up being the
top vote getter in every precinct
except one.

On the school board Rebecca testi-
fied before the legislature and was
“surprised to see how little many leg-

Rebecca Otto ;vith former Gov. Arne Carlson, co-
chair of her famous “One Minnesota Get-Together”

After working to bring the district
out of statutory operating debt and
improve efficiencies, Rebecca was
asked to run for the State Legislature.
She was hesitant because as she puts
it, "l am not a politician”. She decid-
ed the future was too important, and
was strongly encouraged by her fam-

ily to run. "Relying on levy school
referendums is not a sustainable way
to fund education", said Otto.
“Something had to change at the
state level.”

Rebecca was elected State
Representative in a 2003 special
election, the only Democrat in a very
Republican area where Michele
Bachmann was the state senator. She
focused on balance and reason, and
sound fiscal policy. I received
bipartisan support, and was very
honored to win the seat by 11
points,” Otto said.

Otto quickly distinguished herselfas
a budget hawk, publicizing the fis-
cally irresponsible state budget prac-
tice of including inflation in revenue
projections but not in expenses. She
was one of the early legislators to
publicize the Foreign Operating
Corporations tax loophole, which
eventually saved the state $320 mil-
lion per biennium. And she was the
first to bring former finance commis-
sioners Republican John Gunyou
and Democrat Jay Kiedrowski

together to talk about good state fis-
cal policy “because there was too
much rhetoric, and not enough
facts.” Gunyou and Kiedrowski then
took the forum to 54 communities
around the state.

Along the way, Rebecca made other
unlikely allies. She brought together
former Governor Ame Carlson and
former Vice President Walter
Mondale to co-chair her famous
“One Minnesota Get Together".

‘When Otto ran for State Auditor in
2006, Governor Carlson crossed
party lines to endorse her, along with
two other former State Auditors: Judi
Dutcher and Mark Dayton.

“I'will continue to stand up for good
fiscal policy that protects the interests
of Minnesotans. Good fiscal policy is
not a partisan issue,” she said.
“Politicians need to get away from
the prayer of ‘Lord get me through
the next election’ and get back to
‘What about the next generation.” 1
thank you for the honor of allowing
me to serve you as Minnesota’s State
Auditor.”
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A SPECIAL REPORT OF THE 2010 MINNESOTA STATE AUDITOR’S RE-ELECTION CAMPAIGN

““No new taxes” and LGA in Minnesota:

Ideological policy drove up taxes and fees; weakened state’s finances

2002 Pat Anderson signs
the “no new taxes” pledge

Candidates Tim Pawlenty,
Patricia Anderson, and several
legislative candidates sign a "no
new taxes" pledge. The pledge is
controversial because it caters to
a special interest group funded
by wealthy conservatives rather
than to the best interests of all
the citizens of Minnesota.

2003. Pat Anderson sets
up “no new taxes” agenda
with historic cuts to LGA

A month after taking office,
State Auditor Patricia Anderson
issues a report recommending
historic cuts to local government
aid, "softening up the opposi-
tion" for the Governor’s contro-
versial 2003 "no new taxes"
budget proposal.

Minnesota Public Radio says
“A report from Republican State
Auditor Pat Awada (Anderson)
concluded that local government
aid could be trimmed by 43 per-
cent without affecting essential
programs or prompting local
property tax increases.”

Not included in Anderson's
"essential programs" are things
like public health, parks, and
libraries.

The League of Minnesota
Cities is harshly critical of

REBECCA %k

0110

Anderson's competence, saying
her report uses “faulty methodol-
ogy and suspect data to reach
sweeping conclusions.”

Nevertheless, the “no new state
taxes” agenda is largely imple-
mented with the help of a wide
Republican majority in the state
House of Representatives, most
of whom are also pledge signers
who refuse to compromise. The
Governor dismisses critics as
"victims du jour."

Unprecedented financial shifts,
gimmicks, and other maneuvers
are implemented in order to
adhere to the rhetoric of the
pledge, but this tactic tends to
undermine financial stability.
They include relabeling taxes as
fees, spending down public
assets, borrowing heavily, and
shifting revenues and expenses
from one year to the next.

Minnesota loses its AAA bond
rating and property taxes, fees,
and tuition begin to soar.

2010. AReport Card on Pat
Anderson and her “no new
taxes,” LGA cuts agenda:
it drove property taxes up

After 8 years of “no new
taxes” we have financial data to
see how it performed. The data
show that it did not hold taxes
down; it simply shifted them to
other places.

A State Auditor

That Counts!
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City property tax revenues up 102%

Figure 1: Primary Sources of City Revenues as a
Percent of Total Revenues - 1999 to 2008
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The cuts to Local Govemnment Aid ~ parks, and public health as "non-
recommended in early 2003 by State  essential" and targeting them for

Auditor Patricia Anderson were
indeed “sweeping.” Using “faulty
methodology and suspect data,” she
advocated for cuts of 43%, much
larger than those eventually enacted.
Her recommendations included
classifying such things as libraries,

cuts, arguing this would not
prompt local property tax increas-
es. But local governments, which
run more efficiently than the state,
struggled to make ends meet. They
cut services, and raised property
taxes to fill the gap.

Why don’t they trim expenses?

| Expenditures 1599 2003

Table 2: Total City Expenditures in Constant Dollars

199903 2004 - 08
S¥ear  SYear  10-Year
Change  Change  Change

2004 2008

General Government

( e and Recreation
omomic Development
f Tveiion of Natural Resources

.-\II Otber Expendinures

Debt Service 71144649

§3T0014,730 15.6%

719,235.382 b 5% -16.8% -133%

Toial Expenditures $4,054,313,105

SLOLI 06065 53,744.254,790 M £7% 4£.7%

Totz] Crent Expenditures
Total Capital Outlay
Totel Debt Service

00 §2182,008350
1150858 467
711,840,145

90,157.473

Tutal Expenditures §4,013,583,997

They have. In fact, over the last
10 years, inflation-adjusted city
spending decreased by about 7%,
which is substantial considering
increasing cost drivers like energy

SEPSAILEINE SN 406)

Source: Office of the State Auditor 2008 City Finance Report

§3,74.15, 9 1% £

and healthcare over that same
term. The decrease was not
enough to make up for the historic
cuts to Local Government Aid.

continued next page
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““No new taxes” and LGA in Minnesota:

Ideological policy drove up taxes and fees; weakened state’s finances

continued from previous page

Most people don’t like to pay taxes,
but taxes are how we fund govemn-
ment — such as schools, roads, and
public safety. Property taxes are
considered regressive because they
are unrelated to your ability to pay.
Ifyou lose your job or your business
has a down year, the amount of
income tax you pay reflects this, but

The basic idea of LGA was to
even the playing field so no matter
where you traveled or lived in the
state there was a basic threshold of
services like well-maintained roads
and bridges, and adequate public
safety. It was about quality of life,

Sourca: Min

What’s wrong with property tax?

your propetty tax bill does not.

Additionally, about 40% of area
homeowners currently owe more on
their home than it is worth. By the
state shifting its fiscal mess onto prop-
erty taxes, more people will likely be
forced into foreclosure, further delay-
ing a full economic recovery for the
state.

What is Local Government Aid for?

and the common good. Some areas
have lower property wealth, and
other areas have higher expenses
because of their population or high-
er level of use, so a formula was
developed to equalize these services,
and that’s local government aid.

Property tax tops income tax

Property Taxes rise higher than Individual Income Taxes
as a percent of personal income under "no new taxes

nesota Management & Budget, Feb 10 Forecast Price of Government rep
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In the drive to adhere to the
rhetoric of the no-new-state-
taxes pledge, there are many
new "fees." Ronald Reagan
once said that another way to
spell “fee” is T-A-X. Once
again, the problem is that this
is regressive - meaning it is
unrelated to ability to pay.
The same goes for tuition,
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-#-Individual Income Tax -®Total state, local & school property tax

What about fees and tuition?

Y09 FYin

which has been raised at
Minnesota’s public colleges
and universities. Making col-
lege less affordable for kids or
job-changing moms and dads
expands the achievement and
economic gap between the
haves and have-nots, and
makes Minnesota less competi-
tive economically.

Are schools ju

Most schools mn efficiently - often
more efficiently than businesses. But
most of their expenses are teachers in
the classroom, so health care is a major
cost driver. At the same time expenses
have risen, state aid has been frozen or
declined, forcing schools to choose

st inefficient?

between increasing class size and cut-
ting opportunities for kids, or levying
more property taxes. Kids in lower-
property wealth communities wind
up with less opportunities, and levy
referendums eat up resources and
often divide communities.

Minnesota school property taxes
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What’s wrong with this picture?
Changing Picture of MN Finances since 2002

"No new taxes"” has made Minnesota more regressive
Sourca: Minnesota Management & Budgat, Feb 10 Forecast Price of Government report
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Overall, the effect of the “no-new-
state-taxes” policies of Tim Pawlenty
and former State Auditor Patricia
Anderson has been to make
Minnesota a more regressive state.
The above chart shows in a single
compelling image how our state and
local finances have shifted since

-34.16%

-15.41%
State Aid
to Schools

been cut.
Fees,
tuition,
local prop-
erty taxes (cities, counties and
schools), and local fees have all
increased. It’s all revenue and it is
being raised.

Bad fiscal policy driven by
Anderson has made Minnesota tax-
ation far more regressive, and could
delay our economic recovery.
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P;\t Anderson
Err-o-meter

Former State Auditor Pat
Anderson’s errors of math and
judgment are troubling in some-
one who wants the state’s top
numbers job.

2010. A Legislative
Auditor’s report finds that
Anderson’s error in judgment as
Commissioner of DOER led to the
exposure of Minnesotans’ social
security numbers on the internet.
2009. Anderson made basic
math errors in  her 2009
Gubernatorial campaign finance
report.

2008. Anderson made basic
math errors in her 2008 State
Auditor campaign finance report.
2006. As State Auditor,
Anderson’s judgment error in not
securing her office after a theft led
to the exposure of Minnesotans’
social security numbers to thieves.
2005. Anderson was off
by over $80 million in a 2005
report on schools.

2004. Anderson was forced
to correct more than $180 million
in errors in her 2004 County
Finances Report after Otto pointed
them out.

2004. Dozens of errors found
in Anderson’s 2004 Special Districts

2002. Anderson made basic
math errors in her 2002 State
Auditor campaign finance report.

Minnesota can’t afford Pat
Anderson’s pattern of making
hundreds of millions of dollars in
repeated math and judgment errors.
More at www.rebeccaotto.com

The Otto powerhouse

Super-efficient home toured by thousands

MAY TOWN-
SHIP - Some peo-
ple talk-the-talk
when it comes to
conservation, but
State Auditor
Rebecca Otto
walks-the-walk.
She drives a hybrid
car, and she and her
husband, movie
writer and science
advocate Shawn
Lawrence  Otto,
designed and built
arenewable energy
home with their
own hands that has
been featured
nationally and locally, and toured
by thousands of people as an
example of green design.

“The Ottos’ home is a model of
smart design and renewable ener-
gy technology that works,” said
Dan Moring, spokesman for the
Midwest Renewable Energy
Society, who sponsored the Otto’s
home on the Twin Cities Solar
Home Tour. “We're very excited
about the opportunity to include it
in this year's tour.”

The Ottos built the home they call
“Breezy” over a two year period. It
features passive solar design,
superinsulation, airtight construc-
tion, a masonry wood heater, low
consumption appliances, geother-
mal heating and cooling, and an
eighty-foot tall wind generator that
produces most of the home's non-
geothermal electricity.

“We wanted to show that being
good to the environment doesn't
have to mean a sacrifice in
lifestyle,” Otto said. “You don’t
have to live in a hay bale house or
a tire house to do this. It can be
mainstream and beautiful.”

The couple researched and

ind generator provides

designed the home together.
“Smart design means making an
investment in higher quality, and
better planning up front that can
pay huge dividends over the life of
the home.”

State Auditor Otto says that's a
philosophy of responsibility that
makes sense. “I used to teach sci-
ence to 190 7th-graders, and I
brought my students out for a field
trip to our home as we were build-
ing. It became one of the most
popular events of the year. Our
kids are the ones who are going to
have to live in the world we leave
behind, and we have been fortu-
nate to be able to make the invest-
ments that we have.”

“We built this house with the next
generation in mind. We care about
the future, and about being good
stewards of the environment. It is
a moral obligation like the boy
scouts teach, to leave the earth in
better shape than we found it. It
also makes financial sense.”

For more info visit

rebeccaotto.com

Otto named
National
Women'’s
History Month
honoree

Joins Hillary Clinton,
Sally Ride, Jane Goodall,
as a ‘Woman taking the
lead to save our planet”

WASHINGTON - Minnesota
State Auditor Rebecca Otto is an
honoree of the National Women’s
History Project.

Otto was recognized for her work
as a “Woman Taking the Lead to
Save Our Planet,” the theme of the

Ride and Jane Goodall.

As a legislator Otto worked to pro-
tect ecosystems, limit mercury
emissions, protect groundwater,
develop wind power, and ban the
use cancer-causing arsenic-treated
wood in playgrounds. As State
Auditor she issued a nationally
award-winning report on reducing
energy costs in local government.

Otto lives in a passive solar, wind-
powered, geothermal home she and
her husband, screenwriter Shawn
Lawrence Otto, designed and built
with their own hands.

The home has been featured
nationally and toured by thousands
of people. The couple have been
billed as “perhaps Minnesota’s
highest-profile environmental cou-
ple,” and have worked to raise envi-
ronmental awareness for years.



