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A bill for an act
relating to taxation; conforming to federal income tax changes; clarifying the
computation of state aid payments to the destination medical center; amending
Minnesota Statutes 2014, sections 289A.02, subdivision 7; 290.01, subdivisions
19, 31; 290A.03, subdivision 15; 291.005, subdivision 1; 469.40, subdivision 11;
469.44, subdivision 5; 469.47, subdivisions 1, 3, 4, 5.

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

Section 1. Minnesota Statutes 2014, section 289A.02, subdivision 7, is amended to read:
Subd. 7. Internal Revenue Code. Unless specifically defined otherwise, "Internal
Revenue Code" means the Internal Revenue Code of 1986, as amended through Mareh26;
2044 December 31, 2014.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2014, section 290.01, subdivision 19, is amended to read:

Subd. 19. Net income. The term "net income" means the federal taxable income,
as defined in section 63 of the Internal Revenue Code of 1986, as amended through the
date named in this subdivision, incorporating the federal effective dates of changes to the
Internal Revenue Code and any elections made by the taxpayer in accordance with the
Internal Revenue Code in determining federal taxable income for federal income tax
purposes, and with the modifications provided in subdivisions 19a to 19f.

In the case of a regulated investment company or a fund thereof, as defined in section
851(a) or 851(g) of the Internal Revenue Code, federal taxable income means investment
company taxable income as defined in section 852(b)(2) of the Internal Revenue Code,

except that:

Sec. 2. 1



2.1

2.2

23

24

2.5

2.6

2.7

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

2.16

2.17

2.18

2.19

2.20

2.21

2.22

223

2.24

2.25

2.26

2.27

2.28

2.29

2.30

231

232

2.33

2.34

HF6 FIRST ENGROSSMENT REVISOR DI H0006-1

(1) the exclusion of net capital gain provided in section 852(b)(2)(A) of the Internal
Revenue Code does not apply;

(2) the deduction for dividends paid under section 852(b)(2)(D) of the Internal
Revenue Code must be applied by allowing a deduction for capital gain dividends and
exempt-interest dividends as defined in sections 852(b)(3)(C) and 852(b)(5) of the Internal
Revenue Code; and

(3) the deduction for dividends paid must also be applied in the amount of any
undistributed capital gains which the regulated investment company elects to have treated
as provided in section 852(b)(3)(D) of the Internal Revenue Code.

The net income of a real estate investment trust as defined and limited by section
856(a), (b), and (c) of the Internal Revenue Code means the real estate investment trust
taxable income as defined in section 857(b)(2) of the Internal Revenue Code.

The net income of a designated settlement fund as defined in section 468B(d) of
the Internal Revenue Code means the gross income as defined in section 468B(b) of the
Internal Revenue Code.

The Internal Revenue Code of 1986, as amended through Mareh26;2044 December
31, 2014, shall be in effect for taxable years beginning after December 31, 1996.

Except as otherwise provided, references to the Internal Revenue Code in
subdivisions 19 to 19f mean the code in effect for purposes of determining net income for

the applicable year.

EFFECTIVE DATE. This section is effective the day following final enactment,

except the changes incorporated by federal changes are effective retroactively at the same

time as the changes were effective for federal purposes.

Sec. 3. Minnesota Statutes 2014, section 290.01, subdivision 31, is amended to read:
Subd. 31. Internal Revenue Code. Unless specifically defined otherwise, "Internal
Revenue Code" means the Internal Revenue Code of 1986, as amended through Mareh26;

26144 December 31, 2014. Internal Revenue Code also includes any uncodified provision

in federal law that relates to provisions of the Internal Revenue Code that are incorporated
into Minnesota law. When used in this chapter, the reference to "subtitle A, chapter 1,
subchapter N, part 1, of the Internal Revenue Code" is to the Internal Revenue Code as

amended through March 18, 2010.

EFFECTIVE DATE. This section is effective the day following final enactment,

except the changes incorporated by federal changes are effective retroactively at the same

time as the changes were effective for federal purposes.

Sec. 3. 2



3.1

3.2

33

34

35

3.6

3.7

3.8

3.9

3.10

3.11

3.12

3.13

3.14

3.15

3.16

3.17

3.18

3.19

3.20

3.21

3.22

3.23

3.24

3.25

3.26

3.27

3.28

3.29

3.30

3.31

3.32

333

3.34

3.35

HF6 FIRST ENGROSSMENT REVISOR DI H0006-1

Sec. 4. Minnesota Statutes 2014, section 290A.03, subdivision 15, is amended to read:
Subd. 15. Internal Revenue Code. "Internal Revenue Code" means the Internal

Revenue Code of 1986, as amended through Mareh26;26+4 December 31, 2014.

EFFECTIVE DATE. This section is effective retroactively for property tax refunds

based on property taxes payable after December 31, 2014, and rent paid after December
31, 2013.

Sec. 5. Minnesota Statutes 2014, section 291.005, subdivision 1, is amended to read:

Subdivision 1. Scope. Unless the context otherwise clearly requires, the following
terms used in this chapter shall have the following meanings:

(1) "Commissioner" means the commissioner of revenue or any person to whom the
commissioner has delegated functions under this chapter.

(2) "Federal gross estate" means the gross estate of a decedent as required to be valued
and otherwise determined for federal estate tax purposes under the Internal Revenue Code,
increased by the value of any property in which the decedent had a qualifying income
interest for life and for which an election was made under section 291.03, subdivision 1d,
for Minnesota estate tax purposes, but was not made for federal estate tax purposes.

(3) "Internal Revenue Code" means the United States Internal Revenue Code of

1986, as amended through Mareh26;26+4 December 31, 2014.

(4) "Minnesota gross estate" means the federal gross estate of a decedent after
(a) excluding therefrom any property included in the estate which has its situs outside
Minnesota, and (b) including any property omitted from the federal gross estate which
1s includable in the estate, has its situs in Minnesota, and was not disclosed to federal
taxing authorities.

(5) "Nonresident decedent" means an individual whose domicile at the time of
death was not in Minnesota.

(6) "Personal representative" means the executor, administrator or other person
appointed by the court to administer and dispose of the property of the decedent. If there
is no executor, administrator or other person appointed, qualified, and acting within this
state, then any person in actual or constructive possession of any property having a situs in
this state which is included in the federal gross estate of the decedent shall be deemed
to be a personal representative to the extent of the property and the Minnesota estate tax
due with respect to the property.

(7) "Resident decedent" means an individual whose domicile at the time of death
was in Minnesota.

(8) "Situs of property" means, with respect to:

Sec. 5. 3
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(1) real property, the state or country in which it is located;

(11) tangible personal property, the state or country in which it was normally kept
or located at the time of the decedent's death or for a gift of tangible personal property
within three years of death, the state or country in which it was normally kept or located
when the gift was executed;

(i11) a qualified work of art, as defined in section 2503(g)(2) of the Internal Revenue
Code, owned by a nonresident decedent and that is normally kept or located in this state
because it is on loan to an organization, qualifying as exempt from taxation under section
501(c)(3) of the Internal Revenue Code, that is located in Minnesota, the situs of the art is
deemed to be outside of Minnesota, notwithstanding the provisions of item (ii); and

(iv) intangible personal property, the state or country in which the decedent was
domiciled at death or for a gift of intangible personal property within three years of death,
the state or country in which the decedent was domiciled when the gift was executed.

For a nonresident decedent with an ownership interest in a pass-through entity with
assets that include real or tangible personal property, situs of the real or tangible personal
property, including qualified works of art, is determined as if the pass-through entity does
not exist and the real or tangible personal property is personally owned by the decedent.
If the pass-through entity is owned by a person or persons in addition to the decedent,
ownership of the property is attributed to the decedent in proportion to the decedent's
capital ownership share of the pass-through entity.

(9) "Pass-through entity" includes the following:

(1) an entity electing S corporation status under section 1362 of the Internal Revenue
Code;

(11) an entity taxed as a partnership under subchapter K of the Internal Revenue Code;

(i11) a single-member limited liability company or similar entity, regardless of
whether it is taxed as an association or is disregarded for federal income tax purposes
under Code of Federal Regulations, title 26, section 301.7701-3; or

(iv) a trust to the extent the property is includible in the decedent's federal gross
estate; but excludes

(v) an entity whose ownership interest securities are traded on an exchange regulated
by the Securities and Exchange Commission as a national securities exchange under

section 6 of the Securities Exchange Act, United States Code, title 15, section 78f.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 6. Minnesota Statutes 2014, section 469.40, subdivision 11, is amended to read:

Sec. 6. 4
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Subd. 11. Public infrastructure project. (a) "Public infrastructure project" means
a project financed in part or in whole with public money in order to support the medical
business entity's development plans, as identified in the DMCC development plan. A
public infrastructure project may:

(1) acquire real property and other assets associated with the real property;

(2) demolish, repair, or rehabilitate buildings;

(3) remediate land and buildings as required to prepare the property for acquisition
or development;

(4) install, construct, or reconstruct elements of public infrastructure required to
support the overall development of the destination medical center development district
including, but not limited to, streets, roadways, utilities systems and related facilities,
utility relocations and replacements, network and communication systems, streetscape
improvements, drainage systems, sewer and water systems, subgrade structures and
associated improvements, landscaping, fagade construction and restoration, wayfinding
and signage, and other components of community infrastructure;

(5) acquire, construct or reconstruct, and equip parking facilities and other facilities
to encourage intermodal transportation and public transit;

(6) install, construct or reconstruct, furnish, and equip parks, cultural, and
recreational facilities, facilities to promote tourism and hospitality, conferencing and
conventions, and broadcast and related multimedia infrastructure;

(7) make related site improvements including, without limitation, excavation,
earth retention, soil stabilization and correction, and site improvements to support the
destination medical center development district;

(8) prepare land for private development and to sell or lease land,

(9) provide costs of relocation benefits to occupants of acquired properties; and

(10) construct and equip all or a portion of one or more suitable structures on land
owned by the city for sale or lease to private development; provided, however, that the
portion of any structure directly financed by the city as a public infrastructure project must
not be sold or leased to a medical business entity.

(b) A public infrastructure project is not a business subsidy under section 116J.993.

(c) Public infrastructure project includes the preparation and modification of

the development plan under section 469.43, and the cost of that preparation and any

modification is a capital cost of the public infrastructure project.

Sec. 7. Minnesota Statutes 2014, section 469.44, subdivision 5, is amended to read:

Sec. 7. 5
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Subd. 5. Project implementation before plan adoption. The city may exercise the
powers under subdivision 3 with respect to any public infrastructure project commenced
within the area that will be in the destination medical center development district after June
22,2013, but before the development plan is adopted subject to approval by the corporation.
Actions taken under this authority must be approved by the corporation to be credited
against the local contribution required under section 469.47, subdivision 4, or to qualify

for reimbursement of the city out of state aid paid under section 469.47, subdivision 3 or 5.

Sec. 8. Minnesota Statutes 2014, section 469.47, subdivision 1, is amended to read:

Subdivision 1. Definitions. (a) For purposes of this section, the following terms
have the meanings given them.

(b) "Commissioner" means the commissioner of employment and economic
development.

(¢) "Construction projects" means:

(1) for expenditures by a medical business entity, construction of buildings in the
city for which the building permit was issued after June 30, 2013; and

(2) for any other expenditures, construction of privately owned buildings and other
improvements that are undertaken pursuant to or as part of the development plan and are
located within a medical center development district.

(d) "Expenditures" means expenditures made by a medical business entity or by an
individual or private entity on construction projects for the capital cost of the project
including, but not limited to:

(1) design and predesign, including architectural, engineering, and similar services;

(2) legal, regulatory, and other compliance costs of the project;

(3) land acquisition, demolition of existing improvements, and other site preparation
costs;

(4) construction costs, including all materials and supplies of the project; and

(5) equipment and furnishings that are attached to or become part of the real property.

Expenditures excludes supplies and other items with a useful life of less than a
year that are not used or consumed in constructing improvements to real property or
are otherwise chargeable to capital costs.

(e) "Qualified expenditures'-has-the-following-meaning—In-thefirst-year-in

vhich-atd-is-paid-under-thisseetion;,qualified-expenditures for the year" means the

total certified expenditures since June 30, 2013, through the end of the preceding year,
minus $200,000,000.

Sec. 8. 6
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(f) "Transit costs" means the portions of a public infrastructure project that are for
public transit intended primarily to serve the district, such as transit stations, equipment,

rights-of-way, and similar costs.

Sec. 9. Minnesota Statutes 2014, section 469.47, subdivision 3, is amended to read:

tb) The amount of the general state infrastructure aid for a fiseal year equals the sum

of qualified expenditures for the year, as certified by the commissioner, multiplied by 2.75

percent. The maximum amount of state aid payable in any year is limited to no more

than $30,000,000.

than-the-maximum-anntathimit: [f the commissioner determines that the city has made
the required matching local contribution under subdivision 4, the commissioner must pay
to the city the amount of general state infrastructure aid for the year by September 1. If

the commissioner determines that the city has not made the full required matching local

contribution for the year, the commissioner must pay only the aid permitted under the

agreement for the matching contribution made and any unpaid amount is a carryover aid.

The carryover aid must be paid in the first year after the required matching contribution

is made and in which the aid entitlement for the current year is less than the maximum

annual limit, but only to the extent the carryover, when added to the current year aid, is

less than the maximum annual limit.

te) (b) The city must use general state infrastructure aid it receives under this
subdivision for improvements and other capital costs related to the public infrastructure
projects approved or adopted by the corporation, other than transit costs. The city must
maintain appropriate records to document the use of the funds under this requirement.

td) (c) The commissioner, in consultation with the commissioner of management
and budget, and representatives of the city and the corporation, must establish a total limit
on the amount of state aid payable under this subdivision that will be adequate to finance,
in combination with the local contribution, $455,000,000 of general public infrastructure

projects.

Sec. 10. Minnesota Statutes 2014, section 469.47, subdivision 4, is amended to read:

Sec. 10. 7
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Subd. 4. General aid; local matching contribution. In order to qualify for general
state infrastructure aid, the city must enter a written agreement with the commissioner
that requires the city to make a qualifying local matching contribution to pay for
$128,000,000 of the cost of public infrastructure projects approved by the corporation,
including financing costs, using funds other than state aid received under this section.
The $128,000,000 required local matching contribution is reduced by one-half of the
amounts the city pays for operating and administrative costs of the corporation up to a
maximum amount agreed to by the board and the city. The agreement must provide for the
manner, timing, and amounts of the city contributions, including the city's commitment
for each year. Notwithstanding any law to the contrary, the agreement may provide that
the city contributions for public infrastructure project principal costs may be made over a
20-year period at a rate not greater than $1 from the city for each $2.55 from the state.
The local match contribution may be provided by the city from any source identified in
section 469.45 and any other local tax proceeds or other funds from the city and may

include providing funds to prepare the development plan, to assist developers undertaking

projects in accordance with the development plan, or by the city directly undertaking
public infrastructure projects in accordance with the development plan, provided the
projects have been approved by the corporation. City contributions that are in excess of
this ratio carry forward and are credited toward subsequent years. The commissioner and
city may agree to amend the agreement at any time in light of new information or other
appropriate factors. The city may enter into arrangements with the county to pay for or
otherwise meet the local matching contribution requirement. Any public infrastructure
project within the area that will be in the destination medical center development district
whose implementation is started or funded by the city after June 22, 2013, but before
the development plan is adopted, as provided by section 469-46;-subdtviston5 469.43,
subdivision 1, will be included for the purposes of determining the amount the city has
contributed as required by this section and the agreement with the commissioner, subject

to approval by the corporation.

Sec. 11. Minnesota Statutes 2014, section 469.47, subdivision 5, is amended to read:
Subd. 5. State transit aid. (a) The city qualifies for state transit aid under this section
if the county contributes the required local matching contribution under subdivision 6 or the
city or county has agreed to make an equivalent contribution out of other funds for the year.
(b) If the city qualifies for aid under paragraph (a), the commissioner must pay the
city the state transit aid in the amount calculated under this paragraph. The amount of the

state transit aid for a fiseal year equals the sum-of qualified expenditures for the year, as

Sec. 11. 8
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certified by the commissioner fer-the-prior-year, multiplied by 0.75 percent, reduced by
the amount of the local contribution under subdivision 6. The maximum amount of state

transit aid payable in any year is limited to no more than $7,500,000. Hthe-aid-entitlement

commissioner determines that the city or county has not made the full required matching

local contribution for the year, the commissioner must pay state aid only in proportion to

the amount of the matching contribution made for the year and any unpaid amount is a

carryover aid. The carryover aid must be paid in the first year after the required matching

contribution for that prior year is made and in which the aid entitlement for the current

year is less than the maximum annual limit, but only to the extent the carryover, when

added to the current year aid, is less than the maximum annual limit.

(c) The commissioner, in consultation with the commissioner of management and
budget, and representatives of the city and the corporation, must establish a total limit on
the amount of state aid payable under this subdivision that will be adequate to finance, in
combination with the local contribution, $116,000,000 of transit costs.

(d) The city must use state transit aid it receives under this subdivision for transit
costs. The city must maintain appropriate records to document the use of the funds

under this requirement.

Sec. 12. AMENDED RETURNS; CERTAIN IRA ROLLOVERS.

An individual who excludes an amount from net income in a prior taxable year

through rollover of an airline payment amount to a traditional IRA, as authorized under

Public Law 112-95, section 1106, may file an amended individual income tax return and

claim for refund of state taxes as provided under Minnesota Statutes, section 289A.40,

subdivision 1, or, if later, by June 1, 2015.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 13. EFFECTIVE DATE.

Sections 6 to 11 are effective after the governing body of the city of Rochester

and its chief clerical officer timely comply with Minnesota Statutes, section 645.021,

subdivisions 2 and 3, and apply retroactively to the original effective dates of the

provisions of law that are amended.

Sec. 13. 9



