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arising out of the maintenance or use of a motor vehicle or motorcycle that are

executed, issued, issued for delivery, delivered, continued, or renewed in this state
after September 30, 1985. Section 188 is effective for promissory notes taken on
and after January 1, 1986. Sections 291, 364, and 365 are effective January 1,

1986. Sections 220, 221, and 223 to 227 are effective for the licensing year

beginning March 1, 1986, and for each licensing year thereafter. Sections 202,

208 to 211 and 216 are effective July 1, 1986. Section 330 is effective January 1,

1987, Section 369 is effective July 1, 1987.
Approved June 27, 1985

CHAPTER 14 — H.F.No. 10

An act relating to financing and operation of state and local government; simplifying
Minnesota income tax law by increasing conformity to federal income tax law; changing
income tax rates, rate brackcts, credits, and deductions; providing for computation of interest
on overpayments; reducing the estate tax; changing corporate income tax provisions;
rescheduling payments and increasing the budget reserve; reducing sales tax rate on farm
machinery and providing sales tax exemptions; changing taxation of agricultural gasoline;
changing the tax credit on fermented malt beverages; changing motor vehicle excise taxes for
certain automobiles; authorizing lodging taxes for towns and unorganized territories; recodi-
Jying property tax law; changing property tax exemptions, classes, classification ratios, and
credits; changing the taxation of telephone companies; providing for the allocation of
industrial revenue bonds; providing economic development incentives; establishing a Jobs
program;  providing for retention of morigage registration and deed taxes by counties;
altering provisions relating to the iron range resources and rehabilitation board; changing
mining taxes; authorizing reimbursement to local units of government for certain railroad
property tax abatements; giving enforcement powers to the department of revenue; changing
provisions relating to leased state lands; increasing cigarette taxes and allocating the
proceeds; providing for studies; imposing duties on the commissioner of revenue, commission-
er of natural resources, and the state auditor; changing property tax provisions relating to
collection of property tax, confessions of judgment, special assessments, and sale of tax forfeit
lands; changing property tax refund benefit schedules and definitions; changing local
government aids; authorizing the issuance of bonds; changing computation of adjusted levy
limit base; changing tax court jurisdiction; changing certain dates; changing and adding
definitions; changing provisions relating to the Hennepin county park reserve district;
updating income tax provisions to changes in the Internal Revenue Code; providing penalties;
appropriating money; amending Minnesota Statutes 1984, sections 104.31, subdivisions 1 and
3 13.04, subdivision 2; 13.58; 15A4.081, subdivisions 1 and 8 16A4.128, subdivision 2;
164.15, subdivisions 1 and 6; 16A.641, subdivision 11; 16B.60, subdivision 5; 18.023,
subdivision 7: 37.17, subdivision I; 41.55; 47.58; subdivisions 2 and 3; 60A.15, subdivision
12; 604.199, subdivision 8; 84B.08, subdivision 6; 854.05, subdivision 5; 86.33; 92.46,
subdivision 1; 93.55, subdivision 2; 97.488, subdivision la; 110A.28, subdivisions 11 and 12;
T15A4.58, subdivision 6; 116.16, subdivisions 1 and 2; 116,17, subdivision 6: 116,18,
subdivisions 1, 2a, and 3a; 116C.63, subdivision 4; 116J.035, by adding a subdivision;
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1161.64, subdivision 6; 116L.03, subdivision 7; 116L.04, by adding a subdivision; 116M.03,
by adding a subdivision; 116M.06, subdivisions 2 and 3; 116M.07, subdivision 11, and by
adding subdivisions; 116M.08, subdivision 11; 117.55; 121.904, subdivision 4c, and by
adding a subdivision; 124.155, subdivision 2; 124.2131, subdivision 3; 124.2137, subdivision
1; 1242138, subdivision 4; 124.2139; 124.46, subdivision 3; 124A4.02, subdivisions 11 and
12; 1294.02, subdivision 2; 136,40, subdivision 7; 136,63, by adding a subdivision; 136C.06;
136C.43, subdivision 6; 145.882; 145.883, subdivision 8, and by adding a subdivision;
145.884, subdivision 1; 145.885; 145.886; 167.52; 168.012, subdivision 9; 174.51, subdivi-
sion 6 178.03, by adding a subdivision; 245.87: 248.07; 248,08: 256.01, subdivision 4
256,736, subdivisions 1, 3, 4, 5, 7, and by adding subdivisions; 256.737; 256C.24; 256C.25,
subdivision 1; 256C.26; 256D.02, subdivision 13; 256D.03, subdivision 2; 256D.09, subdivi-
sion 3; 268,31y 268.32; 268.33; 268.34; 268.36; 268.672, subdivisions 6 and 12; 268.673,
subdivisions 3, 4, 5, and 6; 268.676; 268.677: 268,678, subdivisions 1, 3, 4, 5, and 6;
268.679: 268.681; 268.682; 270.68, subdivision 4; 2704.07, subdivision 5; 271.01, subdivi-
sion §; 271.12; 272.02, subdivision 1, as amended, and by adding a subdivision; 272.03,
subdivision 1: 272,039; 272.04, subdivision 1; 272.115, subdivision 4; 273.11, subdivision &;
273.1104, subdivision 1; 273.1105, subdivision 2; 273.111, subdivision 11; 273.115, subdivi-
sion 7+ 273.116, subdivision 7; 273.118; 273.121; 273,123, subdivisions 1 and 4; 273.13,
subdivisions 4, as amended, 6, 7, 7a, 8a, 9, 14a, 15a, 17b, 19, and by adding subdivisions;
273.1311; 273.1313, subdivisions 1, 2, 3, and by adding a subdivision; 273.1314, subdivisions
8 and 16a; 273.1315; 273.133, by adding a subdivision; 273.135; subdivisions 1 and 2;
273.136, subdivisions 1, 2, 3, and 4; 273.1391, subdivisions 1 and 2; 273.1392; 273.1393, as
added; 273.38; 273,42, subdivision 2; 773.74, subdivision 2, and by adding a subdivision;
273.75, subdivision 4; 274,19, subdivisions 1, 2, 3, 4, 6, 7, and by adding a subdivision;
275,50, subdivision 5; 275.51, subdivision 3h; 276,04; 277.03; 277.10; 278.01, subdivisions
1 and 2; 278,05, subdivision 5; 279.01, subdivision 1, as amended; 279.06; 279.37,
subdivisions 1, 3, 4, 8, and by adding a subdivision; 281.17; 281.23, subdivision 1; 281.29;
282.01, subdivision 7a; 282.021; 282.261, by adding a subdivision; 287.05, subdivision I;
287.08; 287.09; 287.12; 287.21, subdivision 2; 287.23; 287.25; 287.27; 287.28 287.29,
subdivision 1; 287.33; 287.35; 290.01, subdivisions 19, 20, as amended, 20a, 20b, 20d, 20,
20f, and 21; 290,032, subdivisions 1 and 2; 290.05, subdivision 3; 290.06, subdivisions 2c,
2d, 2f, 3f 3g and 11; 290.067, subdivision I; 290.068, subdivisions 1, 2, 3, 4, and 5;
290.069, subdivisions 2, 2a, 4a, 4b, 5, 6, and 7; 290.07, subdivisions 5 and 7; 290.071,
subdivision 5; 290,079, subdivision 1; 290.08, subdivision 26; 290.088;: 290.089, subdivisions
2, 3, and 7+ 290.09, subdivisions 1, 2, 7, and 19; 290.091; 290.095, subdivisions 7, 9, and 11;
290.10: 290.12, subdivision 2; 290.13, subdivision I; 290,131, subdivision 1; 290.132,
subdivision 1; 290.133, subdivision 1; 290,135, subdivision 1; 290.136, subdivision 1; 290.14;
290.16, subdivisions 3, 7, 9, 13, 15, 16, and by adding a subdivision; 290.17, subdivision 2;
290.18, subdivision 2; 290.19, subdivision 1; 290.21, subdivisions 4 and 8 290.23, subdivi-
sion 5; 290.26, subdivision 2; 290.31, subdivisions 2, 4, and 5; 290.37, subdivision 1; 290.38;
290.41, subdivisions 1, 2, and by adding a subdivision; 290.50, subdivisions 1, 5, and 6;
290.53, subdivisions 9 and 11; 290.65, subdivision 16; 290.92, subdivisions 2a, 11, 13, 15, 1§,
19, as amended, and 21; 290.93, subdivisions 1, 3, 5, 6, 7, 9, and 10; 290.931, subdivision I;
290.936;: 290A.03, subdivisions 3, as amended, 6, 12, 13, and 14; 2904.04, subdivisions 1, 2,
and 3; 2904.06; 290A4.07, subdivisions 2a and 3; 2904.19, as amended; 291.005, subdivi-
sion 1; 291.03, subdivision 1; 291.075: 291.09, subdivisions la, 2a, and 3a; 291.11,
subdivision 1; 291.15, subdivisions 1 and 3; 291215, subdivision 1; 291.32; 294.09,
subdivision 1; 295,01, subdivision 10; 295.34, subdivision 1; 296.01, subdivision 24; 296.02,
subdivisions 7 and 8 296.18, subdivision 1, as amended; 296.22, subdivision 13; 297.02,
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subdivision 1; 297.03, subdivisions 5 and 6; 297.13, subdivision 1; 297.22, subdivision I;
297.32, subdivisions 1, 2, and by adding a subdivision; 297.35, subdivision 1; 2974.01,
subdivisions 14 and 15; 297A4.02, subdivision 2; 2974.14; 2974.15, subdivision 5; 2974.25,
subdivision 1; 297A.35, subdivision 1; 2974.39, subdivision 8 297B.02; 297B.03; 297C.02,
as added; 298.01, subdivision 1, as amended; 298.03; 298.031, subdivisions 2 and 3; 298.09,
subdivision 4; 298.223; 298225, as amended; 29824, subdivision 4; 298.27: 298.28,
subdivisions 1, as amended, and 2; 298282, subdivisions 1, 4, and 5; 298.292; 298.293;
299.01, subdivision 1, as amended; 299.05; 299F.26, subdivision 1; 325D.41; 360.301,
subdivision 1; 462,445, subdivision 13; 4624.22, subdivision 1, as amended; 462C.02, by
adding subdivisions; 462C.03, subdivision 1, and by adding a subdivision; 462C.04, subdivi-
sion 2; 462C.09, subdivisions 2a, 3, and by adding a subdivision; 473.556, subdivision 4;
473F.02, subdivisions 3 and 4; 474.16, subdivision 3, and by adding subdivisions; 474.17;
474.19; 474.20; 474.22; 474.23; 475.52, subdivision 6; 475.54, subdivision 1, and by adding
a subdivision; 475.56; 475.58, subdivision 1; 475.60, subdivision 2; 475.67, subdivision 8§,
and by adding a subdivision; 475.754; 475A.06, subdivision 6; 4774.011, subdivisions 3, 10,
and by adding subdivisions; 4774.012; 4774.013; 4774.018; 514.03, subdivision 3;
524,3-1202; and 583.02; Laws 1967, chapter 721, section 2, as amended; Laws 1979,
chapter 288, section 2, subdivisions 2, 3, and 4, and section 3; Laws 1981, chapter 223,
section 4, subdivisions 2 and 3; Laws 1982, chapter 523, article XXX, section 4, subdivision 1,
as amended; Laws 1984, chapter 502, article 5, section 19, subdivision 1, and article 11,
section 6; Laws 1985, chapter 83, section 7; proposing coding for new law in Minnesota
Statutes, chapters 164; 116; 124; 144; 145; 248; 256C; 256D; 268 270; 272; 273; 290
2974y 297B; 298; 325E; 462C: and 474; proposing coding for new law as Minnesota
Statutes, section 267; repealing Minnesota Statutes 1984, sections 41.58, subdivision 3; 41.59,
subdivisions 2 and 3; 55.10, subdivision 2; 62E.03, subdivision 2; 116.18, subdivision 2;
1294.02, subdivision 4; 145.884, subdivision 2; 245.84, subdivision 2; 256,736, subdivisions 1
and 2; 256D.02, subdivision 8a; 256D.111, subdivision la; 256D.112; 268.011; 268.012;
268.013; 268.12, subdivisions 1 and la; 268.671; 268.672, subdivisions 2, 8, 10, and 11;
268.673, subdivisions 1 and 2; 268.674; 268.675; 268.676, subdivision 3; 268.678, subdivi-
sions 2, 7, and 8 268.679, subdivisions 1 and 2; 268.68; 268.683; 268.684; 268.685;
268.686; 268.80; 268.81; 268.82; 268.83; 268.84; 270.75, subdivision 7; 273.1105; 273.13,
subdivisions 2, 2a, 3, 4, 5a, 6, 6a, 7, 7b, 7c, 7d, 8a, 9, 10, 11, 12, 14a, 16, 17, 17a, 17b, 17c,
17d, 19, 20, Gnd 21; 273.133; 273.15 287.27: 287.29, subdivision 3; 287.32; 290.01,
subdivisions 20c and 26; 290.012; 290.06, subdivisions 3d, as amended, 3e, 14, 16, 17, 18,
and 19; 290.069, subdivision 4, 290.077, subdivision 4; 290.08, subdivisions 23 and 24;
290.089, subdivisions 4 and 6; 290.09, subdivision 29; 290.101, as amended; 290.18,
subdivision 4; 290.39, subdivision 2; 290.41, subdivision 5; 290A.04, subdivisions 2a and 2b;
291.015; 291.03, subdivisions 3, 4, 3, 6, and 7; 291.05; 291.051; 291.06; 291.065; 291.07;
291.08; 291.09, subdjvision 5; 291.111; 291.131, subdivisions 5 and 6; 291,132y 291.15,
subdivision 2; 291.18; 291.20; 291.29, subdivision 5; 295.34; 297.02, subdivision 2; 385.36;
462C.09, subdivision 2; 474,16, subdivision 4; 474.18; 474.24; and 4774.0131; Laws 1982,
chapter 523, article VII, section 3; and Laws 1984, chapter 502, article 2, section 4, and

chapter 582, section 23.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1
INCOME TAX

Section 1. Minnesota Statutes 1984, section 10A.31, subdivision 1, is
amended to read:
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Subdivision 1. Every individual resident of Minnesota who files an
income tax return or a renter and homeowner property tax refund return with the
commissioner of revenue may designate on their original return that $2 shall be
paid from the general fund of the state into the state elections campaign fund. If
a husband and wife file a joint return, each spouse may designate that $2 shall be
paid. An individual who is 18 years of age or older; who is a resident of
Minnesota; and who is a dependent of anether individual whe files a tax retura o
a renter and homeowner property tax refund return; may designate that $2 shall
be paid from the general fund of the state into the state elections campaign fund.
No individual shall be allowed to designate $2 more than once in any year.

Sec. 2. Minnesota Statutes 1984, section 10A.31, subdivision 3, is
amended to read:

Subd, 3, The commissioner of the department of revenue shall provide
on the first page of the income tax form and the renter and homeowner property
tax refund return a space for the filing individual and any adult dependent of that
individual to indicate whether o net he wishes to allocate $2 ($4 if filing a joint
return) from the general fund of the state to finance the election campaigns of
state candidates. The form shall also contain language prepared by the commis-
sioner which permits the individual to direct the state to allocate the $2 (or $4 if
filing a joint return) to: (i) one of the major political parties; (ii) any minor
political party as defined in section 10A.01, subdivision 13, which qualifies under
the provisions of subdivision 3a; or (iii) all qualifying candidates as provided by
subdivision 7, The dependent on the tax return or the renter and homeowsner
property tax refund return shall sign a statement which authorizes the desipna-
tion of $2- The renter and homeowner property tax refund return shall include
instructions that the individual filing the return may designate $2 on the return
only if he has not designated $2 on the income tax return.

Sec. 3. Minnesota Statutes 1984, section 13.04, subdivision 2, is amended
to read:

Subd. 2. INFORMATION REQUIRED TO BE GIVEN INDIVIDU-
AL. An individual asked to supply private or confidential data concerning himself
shall be informed of: (a) the purpose and intended use of the requested data
within the collecting state agency, political subdivision, or statewide system; (b)
whether he may refuse or is legally required to supply the requested data; (c) any
known consequence arising from his supplying or refusing to supply private or
confidential data; and (d) the identity of other persons or entities authorized by
state or federal law to receive the data. This requirement shall not apply when
an individual is asked to supply investigative data, pursuant to section 13.82,
subdivision 5, to a law enforcement officer.

The commissioner of revenue may place the notice required under this

instead of on those forms.

Sec. 4. Minnesota Statutes 1984, section 41.55, is amended to read:
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41.55 ELIGIBILITY.

A family farm security loan approval may be granted if the following
criteria are satisfied:

(2) That the applicant is a resident of the state of Minnesota;

(b) That the applicant has sufficient education, training, or experience in
the type of farming for which he wishes the loan and continued participation in a
farm management program, approved.by the commissioner, for at least the first
ten years of the family farm security loan;

(c) That the applicant, his dependents and spouse have total net worth
valued at less than $75,000 and has demonstrated a need for the loan;

(d) That the applicant intends to purchase farm land to be used by the
applicant for agricultural purposes;

(e) That the applicant is credit worthy according to standards prescribed
by the commissioner;

€ That the seller has not acquired the farm land for purposes of obtaining
the income tax exemption allowed by sections 41.58 and Laws 1976, chapter 210;
section 12.

Sec. 5. Minnesota Statutes 1984, section 117.55, is amended to read:

117.55 PAYMENTS NOT CONSIDERED INCOME FOR TAX OR
PUBLIC ASSISTANCE PURPOSES. ‘

No payments received under sections 117.50 to 117.56 shall be considered
as income for the purposes of chapter 290; er for purposes of determining the
eligibility or the extent of eligibility of any person for public assistance based on
need under the laws of the state of Minnesota.

Sec. 6. Minnesota Statutes 1984, section 270.68, subdivision 4, is amend-
ed to read:

Subd. 4. CONFESSION OF JUDGMENT. (a) The commissioner may,
within 3-1/2 years after any return or report is filed, notwithstanding section
541.09, enter judgment on any confession of judgment contained in the return or
report after ten days notice served upon the taxpayer by mail at the address
shown in his return or report. The judgment shall be entered by the clerk of
court of any county upon the filing of a photocopy or similar reproduction of that
part of the return or report containing the confession of judgment along with a
statement of the commissioner or his agent that the tax has not been paid. The
commissioner may prescribe the words for the confession of judgment statement
contained on the return or report.

(b) Notwithstanding any other provision of the law to the contrary, the
commissioner may, within five years after a written agreement is signed by the
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taxpayer and the commissioner under the provisions of section 270.67, subdivi-
sion 2, enter judgment on the confession of judgment contained within the
agreement after ten days notice served upon the taxpayer at the address shown in
the agreement. Such judgment shall be entered by the clerk of court of any
county upon the filing of the agreement or a certified copy thereof along with a
statement of the commissioner or his agent that the tax has not been paid.

Sec. 7. Minnesota Statutes 1984, section 290.01, subdivision 19, is
amended to read:

Subd. 19, NET INCOME. The term “net income” means the gross
income, as defined in subdivision 20, less the following deductions to the extent
allowed by section 290.18, subdivision 1: |

(a) For corporations, the deductions allowed by section 290.09;

(b) For individuals, the deductions allowed in section 290.088, without
regard to sections 290.18, subdivision 15 if the taxpayer elects to compute the
taxes under section 290.06, subdivision 2c, paragraph (a) or (c); 290.089; and
290.09; and

(c) For estates and trusts, the deduction allowed by section 290.088,
without regard to section 290.18, subdivision 1 if the taxpayer elects to compute
the taxes under section 290.06, subdivision 2¢c, paragraph (c).

Sec. 8. Minnesota Statutes 1984, section 290.01, subdivision 20, as
amended by Laws 1985, chapter 2, section 1, is amended to read:

Subd. 20. GROSS INCOME, Except as otherwise provided in this
chapter, the term “gross income,” as applied to corporations includes every kind
of compensation for labor or personal services of every kind from any private or
public employment, office, position or services; income derived from the owner-
ship or use of property; gains or profits derived from every kind of disposition of,
or every kind of dealing in, property; income derived from the transaction of any
trade or business; and income derived from any source.

The term “gross income’ in its application to individuals, estates, and
trusts shall mean the adjusted gross income as defined in the Internal Revenue
Code of 1954, as amended through the date specified herein for the applicable
taxable year, with the modifications specified in this subdivision and in subdivi-
sions 20a to 20f. For estates and trusts the adjusted gross income shall be their
federal taxable income as defined in the Internal Revenue Code of 1954, as
amended through the date specified herein for the applicable taxable year, with
the modifications specified in this subdivision and in subdivisions 20a to 20f

(i) The Internal Revenue Code of 1954; as amended through December 34,
1976, including the amendments made to section 280A- (relating to lcensed day

care centers) in H-R- 3477 as it passed the Congress on May 16; 1977; shall be in
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the Tax Reform Aect of 1976; P.L. 94-455; which affect adjusted gross income
shall become effective for purpoeses of this chapter at the same time they become

The provisions of section 4 of P.L: 95-458; sections 131; 133; 134; 44
152; 156; 157; 405; and 543 of B.L. 95-600; and section 2 of P.L. 96-608 (relating
to pensions; individual retirement accounts; deferred compensation plans; the sale
of a residence and to conservation payments to farmers) including the amend-
ments made to these sections in P.1. 96-222 shall be effective at the same time

(i) The Internal Revenue Code of 1954; as amended through December
31; 1979, shall be in effect for taxable years beginning after December 31; 1979,

@i The Internal Revenue Code of 1954, as amended through December
31, 1980, and as amended by sections 302(b) and 501 to 509 of Public Law
Number 97-34, shall be in effect for taxable years beginning after December 31,
1980 including the provisions of section 404 (relating to partial exclusions of
dividends and interest received by individuals) of the Crude Oil Windfall Profit
Tax Act of 1980, P.L. 96-223. The provisions of P.L. 96-471 (relating to
installment sales) sections 122, 123, 126, 201, 202, 203, 204, 211, 213, 214, 251,
261, 264, 265, 311(g)(3), 313, 314(a)(1), 321(a), 501 to 507, 811, and 812 of the
Economic Recovery Tax Act of 1981, Public Law Number.97-34 and section 113
of Public Law Number 97-119 shall be effective at the same time that they
become effective for federal income tax purposes.

@) (ii) The Internal Revenue Code of 1954, as amended through Decem-
ber 31, 1981, shall be in effect for taxable years beginning after December 31,
1981. The provisions of sections 205(a), 214 to 222, 231, 232, 236, 247, 251, 252,
253, 265, 266, 285, 288, and 335 of the Tax Equity and Fiscal Responsibility Act
of 1982, Public Law Number 97-248, section 6(b)(2) and (3) of the Subchapter S
Revision Act of 1982, Public Law Number 97-354, section 517 of Public Law
Number 97-424, sections 101(c) and (d), 102(a), (aa), (@), (g), (), (1), 103(c),
104(b)(3), 105, 305(d), 306(a)(9) of Public Law Number 97-448, and sections 101
and 102 of Public Law Number 97-473 shall be effective at the same time that
they become effective for federal income tax purposes. The Payment-in-Kind
Tax Treatment Act of 1983, Public Law Number 98-4, shall be effective at the
same time that it becomes effective for federal income tax purposes.

@ (iii) The Internal Revenue Code of 1954, as amended through January
15, 1983, shall be in effect for taxable years beginning after December 31, 1982.

@) (iv) The Internal Revenue Code of 1954, as amended through
December 31, 1983, shall be in effect for taxable years beginning after December
31, 1983,

Changes or additions are indicated by underline, deletions by strikeout.

Copyright © 1985 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 14, Art. 1 LAWS of MINNESOTA for 1985 2309
FIRST SPECIAL SESSION

The provisions of section 611(a) of the Deficit Reduction Act of 1984,
Public Law Number 98-369, shall be effective at the same time that they become
effective for federal income tax purposes.

(v) The Internal Revenue Code of 1954, as amended through May 25,
1985, shall be in effect for taxable years beginning after December 31, 1984.

References to the Internal Revenue Code of 1954 in subdivisions 20a, 20b,
20¢; 20e, and 20f shall mean the code in effect for the purpose of defining gross
income for the applicable taxable year,

Sec. 9. Minnesota Statutes 1984, section 290.01, subdivision 20a, is
amended to read:

Subd. 20a. MODIFICATIONS INCREASING FEDERAL ADJUST-
ED GROSS INCOME. There shall be added to federal adjusted gross income:

(1) Interest income on obligations of any state other than Minnesota or a
political subdivision of any other state exempt from federal income taxes under
the Internal Revenue Code of 1954;

(2) Income taxes imposed by this state or any other taxing jurisdiction, to
the extent deductible in determining federal adjusted gross income and not
credited against federal income tax;

(3) The amount of any increase in the taxpayer’s federal tax lability under
section 47 of the Internal Revenue Code of 1954 to the extent of the credit under
section 38 of the Internal Revenue Code of 1954 that was previously allowed as a
leducti tor Mi g 1982 jon 290,01, subdivision 20b; ¢l
s

{4) Expenses and losses arising from a farm which are not allowable under

{6) The amount by which the gain determined pursuant to section 41-59;
subdivision 2 exceeds the amount of such gain included in federal adjusted gross
income;

D To the extent deducted in computing the taxpayer’s federal adjusted
gross income for the taxable year; losses recognized upon a transfer of property to
the spouse or former spouse of the taxpayer in exchange for the release of the

(8) Interest income from qualified scholarship funding bonds as defined in

section 103(e) of the Internal Revenue Code of 1954, if the nonprofit corporation
is domiciled outside of Minnesota;
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€9 (4) Exempt-interest dividends, as defined in section 852(b)(5)(A) of the
Internal Revenue Code of 1954, not included in federal adjusted gross income
pursuant to section 852(b)(5)(B) of the Internal Revenue Code of 1954, except for
that portion of exempt-interest dividends derived from interest income on obli-
gations of the state of Minnesota, any of its political or governmental subdivi-
sions, any of its municipalities, or any of its governmental agencies or instrumen-
talities; .

@Q)Iheameumdanye*eludedgaiﬁ;eeegﬂizedbya@uﬁ%thesalee;
Wﬁmwmmm%&mmmm
of 1954;

(1) To the extent not included in the taxpayer’s federal adjusted gross
income, the amount of any gain; from the sale or other disposition of property
Mammmmmmmwmmm
If the gain is considered a long term capital gain for federal income tax purposes;
the modification shall be limited to 40 percent of the portion of the gain. This
modification is limited to property that qualified for the equity investment credit

ined in on 200.069, subdivision 4; and to ired in exel
for the release of the taxpayer’s marital rights contained in section 290-14; clause
&

€2y (5) For an estate or trust, the amount of any loss from a source
outside of Minnesota which is not allowed under section 290.17 including any
capital loss or net operating loss carryforwards or carrybacks resulting from the
loss;

@3) (6) To the extent deducted in computing the estate or trust’s federal
taxable income, interest, taxes and other expenses which are not allowed under
section 290.10, clause (9) or (10); and

(14) The deduction for two-earner married couples provided in section 221
of the Internal Revenue Code of 1954;

a5y (7) Losses from the business of mining as defined in section 290.05,
subdivision 1, clause (a) which is not subject to the Minnesota income tax;

@@E*pemesanddep;eeiaﬁenat@ﬁbutable%epmpsﬁysubjee@tem
%ehaptesé%%;afﬁele%seeﬁenswhiehhasnetbeen;egist@edg

%%mdmmmmmm
including a lified volus 1 bt mslified 1 en-
sieaplan;esselﬁempbyed;eﬁrememmm&isaueweduﬂdesseeﬁensm
and 312 of Public Law Number 97-34; section 238 of Public Law Number
97248, and section 103()(1)}B) of Public Law Number 97-448 to the extent
those contributions were not an allowable deduction prior to the enactment of
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is contributed during the taxable year to a tax credit employee stock ownership
plan that satisfies the requirements of sections 44G and 409A of the Internal
Revenue Code of 1954 shall not be required; as a consequence of that contribu-
ton;y to include contributions to another plan or acceunt in gross income under
this clause to the extent the contributions do not exceed the difference between

¢18) To the extent net included in the taxpayer’s federal adjusted gross
income; the amount of any contributions to a qualified pension plan; designated
as employee contributions but which the employing unit picks up and which are
treated as employer contributions pursuant to section H4(h)(2) of the Internal
Revenue Code of 1954; provided that employee contributions to police and fire
contributions to organizations qualified under section 501()4) of the Internal
Revenue Code of 1954 shall not be included in gross income under this clause,

Sec. 10. Minnesota Statutes 1984, section 290.01, subdivision 20b, is |
amended to read: |

Subd. 20b. MODIFICATIONS REDUCING FEDERAL ADJUSTED
GROSS INCOME. There shall be subtracted from federal adjusted gross income:

(1) Interest income on obligations of any authority, commission or
instrumentality of the United States to the extent includible in gross income for
federal income tax purposes but exempt from state income tax under the laws of
the United States;

(2) The portion of any gain, from the sale or other disposition of property
having a higher adjusted basis for Minnesota income tax purposes than for federal
income tax purposes, that does not exceed such difference in basis; but if such
gain is considered a long-term capital gain for federal income tax purposes, the
modification shall be limited to 40 per centum of the portion of the gain. Fhis
modification shall not be applicable if the difference in basis is due to disallow-
ance of depreciation pursuant to section 290-101:;

(3) Income from the performance of personal or professional services
which is subject to the reciprocity exclusion contained in section 290.081; clause
@)

) Losses, not otherwise reducing federal adjusted gross income assignable
to Minnesota, arising from events or transactions which are assignable to
Minnesota under the provisions of sections 290.17 to 290.20, including any
capital loss or net operating loss carryforwards or carrybacks or out of state loss
carryforwards resulting from the losses, and including any farm loss carryfor-
wards or carrybacks;

) (@ If included in federal adjusted gross income, the amount of any
eredit received; whether received as a refund or credit to another taxable year's
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income tax liability, pursuant to chapter 290A; and the amount of any over-
payment of income tax to Minnesota, or any other state, for any previous taxable
year, whether the amount is received as a refund or credited to another taxable

year’s income tax liability;

(6) To the extent included in federal adjusted gross inceme; or the amount
reflected as the ordinary income portion of a lump sum distribution under sestion
402(e) of the Internal Revenue Code of 1954; notwithstanding any other law to
agencies or imstrumentalities; the Federal Reserve Bank or from the state of
Minnesota of any of its political or governmental subdivisions or from any other
state or its pelitical or governmental -subdivisions; or a Minnesota volunteer
firefighter’s relief association; by way of payment as a pension; public employee
retivement benefit; or any combination thereof; (i) as a retirement or survivor’s
benefit made from a plan qualifying under section 401; 403; 404; 405; 408; 409 o
409A. of the Internal Revenue Code of 1954; or (iii) severance pay distributed to
an individual upon discontinuance of the individual’s employment due to termi-
termination is reasonably likely to be permanent; involves the discharge of at Jeast
75 percent of the employees at that site within a one-year period; and the business
is not acquired by another person who continues operations at that site. The
of a lump sum distribution as defined in section 402(e) of the Internal Revenue
Code of 1954; exeeeds $17;000. For purposes of the preceding sentence; “federal
benefit amounts provided in sections 86 and 72(@) of the Internal Revenue Code
of 1954. Eor purposes of this clause; “severance pay” means an amount received
for cancellation of an employment contract of a collectively bargained termi-
nation payment made as a substitute for income which would have been earned
for persenal services to be rendered in the future: In the case of a velunteer
firefighter who receives an involuntary lump sum distribution of his pension or - -
retirement benefits; the maximum amount of this sublraction shall be $11;000;
this subtraction shall not be reduced by the amount of the individuals federal
adjusted gross income in excess. of $174000;

€D To the extent included in the taxpayer's federal adjusted gross income
for the taxable year; gain recognized upon a transfer of property to the spouse or
former spousc of the taxpayer in exchange for the release of the spouse’s marital
rights;

8) (5) The amount of any distribution from a quallﬁed pension or proﬁt
sharing plan included in federal adjusted gross income in the year of receipt to
the extent of any contribution not previously allowed as a deduction by reason of
a change in federal law which was not adopted by Minnesota law for a ‘taxable
year beginning in 1974 or later;
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(9) (6) Interest; including payment adjustment to the extent that it is
applied to interest; earned by the seller of the property on a family farm security
loan executed before January 1; 1986 that is guaranteed by the commissioner of
agriculture as provided in sections 415} to 4160 Pension income as provided by
section 290.08, subdivision 26;

Ch. 14, Art. 1

{0) (7) The first $3,000 of compensation for personal services in the
armed forces of the United States or the United Nations, and the next $2,000 of
compensation for personal services in the armed forces of the United States or the
United Nations wholly performed outside the state of Minnesota. This modifica-
tion does not apply to compensation defined in subdivision 20b, clause (6);

{1 In the case of wages or salaries paid or incurred on or after January
L 1977 the amount of any eredit for employment of certain new employees
under sections 44B and 51 te 53 of the Internal Revenue Code of 1954 which is
claimed as a credit against the taxpayer’s federal tax liability, but oaly to the
extent that the credit is connected with or allocable against the production or
receipt of income included in the measure of the tax imposed by this chaptes:

€2 (8) Unemployment compensation to the extent includible in gross
income for federal income tax purposes under section 85 of the Internal Revenue
Code of 1954;

¢3) (9) For an estate or trust, the amount of any income or gain which is
not assignable to Minnesota under the provisions of section 290.17;

4 Interest earned on a contract for deed entered into for the sale of
property for agricultural use if the rate of interest set in the contract is no more
than nine percent per year for the duration of the term of the contract. This
exclusion shall be available enly if (1) the purchaser is an individual whe;
together with his spouse and dependents; has a total net worth valued at less than
$150,000 and (2) the property sold under the contract is farm land as defined in
seetion 41.52; subdivision 6 of no more than 1,000 acres that the purchaser
intends to use for agricultural purpeses: Compliance with these requirements
shall be stated in an affidavit to be filed with the first income tax return on which
the taxpayer claims the exclusion provided in this clause. Upon request accom-
shall determine whether interest to be paid on a propesed transaction will qualify
for this exclusion; the determination shall be provided within 30 days of receipt
of the request; unless the commissioner finds it necessary to obtain additienal
information; or verification of the information provided; in which case the
determination shall be provided within 30 days of receipt of the final item of
information or verification- The exclusion provided in this clause shall apply to
interest earned on contracis for deed entered into after December 31; 1981 and
before July 1, 1983;
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@5) (10)(a) Income from the business of mining as defined in section
290.05, subdivision 1, clause (a) which is not subject to the Minnesota income
tax; (b) to the extent included in computing federal adjusted gross income,
expenses and other items allocable to the business of mining or producing iron
ore, the mining or production of which is subject to the occupation tax imposed
by section 298.01, subdivision 1, shall be allowed as a subtraction to the extent
that the expenses or other items are included in computing the modifications
prov1ded in section 1 290. 01, subdivision 20a, clause g_) or paragraph (a) of thlS

capitalizable, retainable in basis, or taken _131;9 account by allowance ¢ or otherwise
in computing the occupation tax. Occupation taxes imposed under chapter 298,
royalty taxes imposed under chapter 299, and depletion expenses may not be
subtracted under this paragraph,;

¢6) (11) To the extent included in federal adjusted gross income, distribu-
tions from a qualified governmental pension plan which represent a return of
designated employee contributions to the plan and which contributions were
included in gross income pursuant to Minnesota Statutes 1984, section 290.01,
subdivision 20a, clause (18). The provisions of this clause shall apply before the
provisions of clause (6) apply and an amount subtracted under this clause may
not be subtracted under clause (6); and

7 (12) To the extent included in federal adjusted gross income, distribu-
tions from an individual retirement account which represent a return of contribu-
tions if the contributions were included in gross income pursuant to Minnesota
Statutes 1984, section 290.01, subdivision 20a, clause (17). The distribution shall
be allocated first to return of contributions included in gross income until the
amount of the contributions has been exhausted; and

{18) To the extent included in federal adjusted gross income; social
security benefits as defined and as provided in section 86 of the Internal Revenue
Code of 1954; sailroad retirement benefits as provided in section 72(5) of the
Internal Revenue Code of 1954; and sick pay paid under the Railroad Unemploy-
ment Insurance Act as provided in section 1050) of the Internal Revenue Code of
1954, provided that any amount subtracted under this clause may not be
subtracted under clause (6).

Sec. 11. Minnesota Statutes 1984, section 290.01, subdivision 20d, is
amended to read:

Subd. 20d. MODIFICATION FOR AMOUNTS TRANSFERRED TO
SURPLUS. Amounts transferred from a reserve or other account, if in effect
transfers to surplus, shall, for corporate taxpayers, to the extent that the amounts
were accumulated through deductions from gross income or entered into the
computation of taxable net income during any taxable year, be treated as gross
income for the year in which the transfer occurs, but only to the extent that the
amounts resulted in a reduction of the tax imposed by this chapter and amounts
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received as refunds on account of taxes deducted from gross income during any
taxable year shall be treated as gross income for the year in which actually
received, but only to the extent that such amounts resulted in a reduction of the
tax imposed by this chapter.

Sec. 12. Minnesota Statutes 1984, section 290.01, subdivision 20f, is
amended to read:

Subd. 20f. MODIFICATION FOR ACCELERATED COST RECOV-
ERY SYSTEM. A modification shall be made for the allowable deduction under
the accelerated cost recovery system, The allowable deduction for the acceler-
ated cost recovery system as provided in section 168 of the Internal Revenue
Code of 1954 shall be the same amount as provided in that section for
individuals, estates, and trusts with the following modifications:

(1) For property placed in service after December 31, 1980, and for
taxable years beginning before January 1, 1982, 15 percent of the allowance
provided in section 168 of the Internal Revenue Code of 1954 shall not be
allowed.

(2)(a) For taxable years beginning after December 31, 1981, and before
January 1, 1983, for 15-year real property as defined in section 168 of the
Internal Revenue Code of 1954, 40 percent of the allowance provided in section
168 of the Internal Revenue Code of 1954 shall not be allowed and for all other
property, 17 percent of the allowance shall not be allowed.

(b) For taxable years beginning after December 31, 1982, and with respect
to property placed in service in taxable years beginning before January 1, 1983,
for 15-year real property as defined in section 168 of the Internal Revenue Code
of 1954, 40 percent of the allowance provided in section 168 of the Internal
Revenue Code of 1954 shall not be allowed and for all other property 20 percent

. of the allowance shall not be allowed.

(3) For property placed in service in taxable years beginning after Decem-
ber 31, 1982, the allowable deduction shall be the amount provided by section
168 of the Internal Revenue Code of 1954.

(4) For property placed in service after December 31, 1980, for which the
taxpayer elects to use the straight line method provided in section 168(b)(3) or a
method provided in section 168(e)(2) of the Internal Revenue Code of 1954, the
maodifications provided in clauses (1) and (2) do not apply.

(5) For property subject to the modifications contained in clause (1) or (2)
above, the following modification shall be made after the entire amount of the
allowable deduction for that property under the provision of section 168 of the
Internal Revenue Code of 1954 has been obtained. The remaining depreciable
basis in those assets for Minnesota purposes shall be a depreciation allowance
computed by using the straight line method over the following number of years:
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(a) 3 year property - 1 year.
(b) 5 year property - 2 years.

(¢) 10 year property - 5 years.
(d) All 15 year property - 7 years.

(6) The basis of property to which section 168 of the Internal Revenue
Code of 1954 applies shall be its basis as provided in this chapter and including
the modifications provided in this subdivision. The recapture tax provisions
provided in sections 1245 and 1250 of the Internal Revenue Code of 1954 shall
apply but shall be calculated using the basis provided in the preceding sentence.
When an asset is exchanged for another asset including an involuntary conversion
and under the provision of the Internal Revenue Code of 1954 gain is not
recognized in whole or in part on the exchange of the first asset, the basis of the
second asset shall be the same as its federal basis provided that the difference in
basis due to clause (1) or (2) can be written off as provided in clause (5).

(7) The modifications provided in this subdivision shall apply before
applying any limitation to farm losses contained in section 290.09; subdivision 29-

¢8) The first taxable year after the entire amount of the allowable
deduction for that property under the provisions of section 168 of the Internal
Revenue Code of 1954 has been obtained, or where the straight line method
provided in section 168(b)(3) is used, the last taxable year in which an amount of
allowable depreciation for that property under section 168 is obtained, the
remaining depreciable basis in those assets for Minnesota purposes that is
attributable to the basis reduction made for federal purposes under section 48(q)
of the Internal Revenue Code of 1954 to reflect the investment tax credit shall be
allowed as a deduction. No amount shall be allowed as a deduction under
section 196 of the Internal Revenue Code of 1954,

Sec. 13. Minnesota Statutes 1984, section 290.032, subdivision 2, is
amended to read:

Subd. 2. The amount of tax imposed by subdivision 1 shall be computed
in the same way as the tax imposed under section 402(¢) of the Internal Revenue
Code of 1954, as amended through December 31, 1983, except that the initial
separate tax shall be an amount equal to ten times the tax which would be
imposed by section 296.03 290.06, subdivision 2c, if the recipient was an
unmarried individual zeferred to in such section electing to deduct federal income
taxes, and the taxable net income, excluding the credits allowed in section 290.06,
subdivision 3f, was an amount equal to one-tenth of the excess of

(i) the total taxable amount of the lump sum distribution for the year, over

(ii) the minimum distribution allowance, and except that references in
section 402(e) of the Internal Revenue Code of 1954, as amended through
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December 31, 1983, to paragraph (1)(A) thereof shall instead be references to
subdivision 1 of this section.

The amount of any distribution from a qualified pension or profit sharing

plan which is received as a lump sum distribution shall be reduced to the extent
of any contribution:

(1) not previously allowed as a deduction by reason of a change in federal

law which was not adopted by Minnesota for a taxable year beginning in 1974 or
thereafter; or

(2) designated as an employee contribution but which the employing unit
picks up and which is treated as an employer contribution and which was taxed

on the Minnesota return but not the federal return in the year the contribution
was made.

Sec. 14, Minnesota Statutes 1984, section 290.05, subdivision 3, is
amended to read:

Subd. 3. (a) An organization exempt from taxation under subdivision 2
shall, nevertheless, be subject to tax under this chapter to the extent provided in
the following provisions of the Internal Revenue Code:

(i) Section 527 (dealing with political organizations) and (ii) section 528
(dealing with certain homeowners associations) but

notwithstanding this subdivision, shall be considered an organization

exempt from income tax for the purposes of any law which refers to organizations
exempt from income taxes.

(b) The tax shall be imposed on the taxable income of political organiza-
tions or homeowner associations. The tax shall be at the corporate rates. The
tax shall only be imposed on income and deductions assignable to this state under
sections 290.17 to 290.20. Except for section 290.09; subdivision 29 To the
extent deducted in computing federal taxable income, the deductions contained in

sections 290.09 and 290.21 shall not be allowed in computing Minnesota taxable
net income, .

Sec. 15. Minnesota Statutes 1984, section 290.06, subdivision 2¢, 1is
amended to read:

Subd. 2¢. SCHEDULE SCHEDULES OF RATES FOR INDIVIDU-
ALS, ESTATES, AND TRUSTS. (2) The income taxes imposed by this chapter
upon married individuals; estates and trusts, other than those taxable as corpora-
tiens; shall filing joint returns who elect to deduct federal income taxes under

section 290.088 must be computed by applying to their taxable net income the
following schedule of rates:

G;Oathaﬁm%%eneaﬂdsiqﬁ-tenthspemmt—;
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(2) On the second $500; twe and two-tenths percent;
(3) On the next $1,000; three and five-tenths percent;
(4 On the next $1,000; five and eight-tenths percent;
(6) On the next $1,000; eight and eight-tenths percent;
(1) On the next $2,000; ten and two-tenths percent;
(8) On the next $2,000; eleven and five-tenths percent;
(9) On the next $3,500; twelve and eighi-tenths percent;
€10) On all over $12,500; and not over $20,000; fourteen percent;
(11) On all over $20,000 and not over $27;500; fifteen percent;
(12) On all over $27;500; sixtcen percent:

If taxable net income is:

not over $875

over $875 but not
over §1,7 31,750

over $1,750 but not
over $3,500

over $3,500 but not
over $5,375

over $5,375 but not
over $7 000

over $7,000 $7,000 but not

over $7,125

over $7,125 but not -

over $8,875

over $8, 38,875 but not
over $12, 375

over 3312 375 but not
over $14 $14,000

over $14,000 $14,000 but not
over $l6 000

over $16,000 but not
over $21,500

over $21,500 but not
over $22,125

over Sa22 125 but not
over ‘525 $25,500

over $25,500 525,500 but not
over >28 528,500

over $28 528,500 but not

The tax is:

$842 plus 10 percent of
the excess over $14,000

$1,042 plus 11 s 11 percent
of the excess over $16,000

$1 647 plus 11.3 percent
of the excess over $21,500

$1,718 plus 12.3 2.3-percent
of the excess over $22,125

$2,133 plus 12.6 2.6 percent
of the excess over $25,500

$2,511 plus 13.7 13 7 percent

Ch. 14, Art.
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of the excess over $28,500

$2,957 plus 14.0 percent
of the excess over $31,750

(b) The income taxes imposed by this chapter upon all other married

individuals filing joint returns must be computed by applying to their taxable net
income the following schedule of rates:

not over $1,200
over $1,200 but not
over §1,700

over $1,700 but not
over $2,700

over $2,700 but not
over $5,600

over $5,600 but not
over $9,100

over $9,100 but not
over $12,600

over $12,600 but not
over $17,800

over $17,800 but not
over $30,800

over $30,800

If taxable net income is:

The tax is:

1.7 percent

$20 plus 2.1 percent of the
excess over $1,200

$31 pius 2.3 percent of the
excess over $1,700

$54 plus 3.3 percent of
the excess over $2,700

$150 plus 5.3 percent of
the excess over $5,600
$335 plus 6.8 percent of
the excess over $9,100
$573 plus 8.5 percent of
the excess over $12,600
$1,015 plus 9.3 percent of
the excess over $17,800
$2,224 plus 9.9 percent of
the excess over $30,800

@) (c) The income taxes imposed by this chapter upon unmarried

individuals, married individuals filing separate returns, estates, and trusts that
elect to deduct federal income taxes under section 290.088 must be computed by

applying to taxable net income the following schedule of rates

not over $700
over $700 but not
over $1,400 ‘

|

over $1,400 but not
over $2,800
over $2,800 but not
over $4,300
over $4,300 but not
over $5,700
over 85,700 but not
over $7,100

|
|

2
e
3
8
o
L
=1

-+

|
|
|
|

over $9,900
over $9,900 but not
over $12,800

|

e]
<
[«]
=
1£alen!
—
e
g
=2
o+
=]
b=

|

The tax is:

1.3 percent

$9 plus 1.9 percent of the
excess over $700

$22 plus 3.2 percent of the
excess over $1,400

$67 plus 5.4 percent of
the excess over $2,800
$148 plus 6.9 percent of
the excess over $4,300
$245 plus 8.4 percent of
the excess over $5,700
$362 plus 9.8 percent of
the excess over $7,100
8637 plus 11.1 percent of
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the excess over $12,800
$1,281 plus 13.6 percent of
the excess over $15,400

$1,825 plus 14 percent
of the excess over $19,400

over $15,400
over $15,400 but not
over $19,400
over $19,400

(d) The income taxes imposed by this chapter upon all other unmarried
individuals, married individuals filing separate returns, estates, and trusts must be
computed by applying to taxable net income the following schedule of rates:

If taxable net income is: The tax is:
not over $300 1 percent

over $300 but not
over $600

over $600 but not
over $900

over $900 but not
over $1,300

over $1,300 but not
over $2,000

over $2,000 but not
over $2,800

over $2,800 but not
over $4,300

over $4,300 but not
over $6,400

over $6,400 but not
over $9,400

over $9,400 but not
over $16,200

over $16,200

$3 plus L3 percent of the
excess over $300

$7 plus 1.6 percent of the
excess over $600

$12 plus 2.1 percent of
the excess over $900

$20 plus 2.7 percent of
the excess over $1,300
$39 plus 3.7 percent of
the excess over $2,000
$69 plus 4.5 percent of
the excess over $2,800
$136 plus 6.1 percent of
the excess over $4,300
$264 plus 7.5 percent of
the excess over $6,400
$489 plus 9.3 percent of
the excess over $9,400
$1,122 plus 9.9 percent

of the excess over $16,200

() In lieu of a tax computed according to the rates set forth in clause €a)
of this subdivision, the tax of any individual taxpayer whose taxable net income
for the taxable year is less than $46;000 shall an amount determined by the
commissioner must be computed in accordance with tables prepared and issued
by the commissioner of revenue based on income brackets of not more than $100.
The amount of tax for each bracket shall be computed at the rates set forth in
this subdivision, provided that the commissioner may disregard a fractional part

of a dollar unless it amounts to 50 cents or more, in which case it may be
increased to $1.

"¢e) () An individual who is not a Minnesota resident for the entire year
must compute his Minnesota income tax as provided in elause ¢a) this subdivi-
sion. After the application of the nonrefundable credits provided in this chapter,
the tax liability must then be multiplied by a fraction in which:
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(1) The numerator is the individual’s Minnesota sourced federal adjusted
gross income, computed as if the provisions of section 290.081, clause (a), 290.17,
subdivision 2, or 290.171 applied; and

(2) the denominator is the individual’s federal adjusted gross income.

Sec. 16. Minnesota Statutes 1984, section 290.06, subdivision 2d, is
amended to read:

Subd. 2d, INFLATION ADJUSTMENT OF BRACKETS. For taxable
years beginning after December 31, 1980 1985, the taxable net income brackets
minimum and maximum dollar amounts for each rate bracket for which a tax is
imposed in subdivision 2c shall be adjusted for inflation. For the purpose of
making the adjustment as provided in this subdivision all of the rate brackets
provided in subdivision 2¢ shall be the adjusted rate brackets as they existed for
taxable years beginning after December 31, 1979 1984 and before January 1, 1981
1986. The commissioner shall determine: () the percentape increase in the
Paulme@repeﬁtana*eapmpamdbythe%eé&atesd@p&&memeﬂabe& He
The rate applicable to any rate bracket must not be changed. The dollar

amounts setting forth the tax shall be adjusted to reflect the changes in the rate
brackets,. The rate brackets as adjusted must be rounded to the nearest $10
amount. If the rate bracket ends in $5, it must be rounded up to the nearest $10

amount.

The commissioner shall adjust the rate brackets by the percentage deter-
mined under section 1(f) of the Internal Revenue Code of 1954, as amended
through December 31, 1984, except that in section 1(H)(3)(B) the word “1984”
shall be substituted for the word “1983.” The commissioner shall then determine
the percent change from August; 1980 the 12 months ending on September 30,
1984, to, in 1981, August; 1981 for 1986, the 12 months ending on September 30,
1985, and in each subsequent year, from Angust of the preceding year to August
the 12 months ending on September 30, 1984, to the 12 months ending on
September 30 of the eursent preceding year; and (b) the percentage increase in
We%mms%m%m%w%@%b%%w%
and in each subsequent tax year between the previous fax year and the current
tax year- The percent increases in Minnesota gross income shall be estimated
u&ng%hebestwaﬂabledataseumesandmsmab}efo&eas&mgpmeedu;es The
determination of the commissioner pursuant to this section subdivision shall not
be considered a “rule” and shall not be subject to the administrative procedures
act contained in chapter 14.

The dollar amount in each taxable net income bracket for the prior year in
subdiﬂsiea%ssh&ﬂbem&dﬁpﬁedbyaﬁgu&eeal@uh&edasenepﬁsl@@pﬁeen{
eftheeensumeppﬁeeinéexiaepeasee;%@@pemeatef%heM&maese@agmss
income inerease; whichever is smaller. The produet of the caleulation shall yield
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exceeds a whole dollar amount, it shall be rounded to the nearest whole dollar

No later than Oeteber 1 December 15 of each year, the commissioner shall
announce both percentage increases and the specific percentage that will be used
to adjust the tax rate brackets, the maximum standard deduction amount, and the
personal credit amounts.

Sec. 17. Minnesota Statutes 1984, section 290.06, subdivision 2f, is
amended to read: .

Subd. 2f. SUSPENSION OF INFLATION ADJUSTMENTS. (a) The
taxable net inceme rate brackets, the personal credit amounts established pursu-
ant to subdivision 3f and 3g, and the maximum standard deduction provided
under section 290.089, subdivision 3, shall not be adjusted for inflation pursuant
to subdivision 2d, for taxable years beginning during a calendar year if the
following conditions occur:

(1) The legislature and the governor have enacted a budget providing for
an appropriation to the budget reserve account of at least $250,000,000 for the
biennium during which the calendar year began or, in the second half of an
odd-numbered year, for the biennium which began during the calendar year; and

(2) The commissioner of finance estimated at the time the budget is
enacted that the state would receive sufficient general fund receipts during the
biennium to fund the full appropriation to the budget reserve account; and

(3) On or before September 15 of the calendar year it is estimated by the
commissioner of finance that the probable general fund receipts from taxes and
other sources will be less than estimated and consequently the amount available
for the remainder of the biennium after transferring any available funds in the
budget reserve account will be less than the amount estimated or allotted to be
expended or incurred from the general fund; and -

(4) The additional receipts resulting from the suspension of the inflation
adjustments, together with all other general fund revenues, are not estimated to
exceed the sum of the amounts necessary to fund in full all appropriations,
including the appropriation to the budget reserve account, in which case the
commissioner of revenue shall provide for partial inflation adjustments sufficient
to fund in full the appropriations.

(b) The suspension of inflation adjustments shall apply only during the
biennium in which the conditions specified in paragraph (a) have been satisfied.
(c)Festaxableyeafsbeginn_iagéuﬁngaealeada;ye&pinwhishthe
inflation adjustments of the brackets; credits; and maximum standard deduection
are not made pursuant to this subdivision; the taxable net income adjustment
m%mmmm&m&mwma@mﬁm
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taxa&ewa;sbegim%%gaealenda*yea;hwhish%heﬁﬂatbnaé}us@mem
a;esuspendedfeyene-half&&hemxableyearasafesukefpa%ag;aph(b%the
taxablenetmeemeadgus@mentfaete;shaﬂbeé&tesmmedbymﬁ&p}ymgthe
faete;fer&hepxevieusyea;byanameun&equaltethewmentyeaffaem;mmus
one; divided by two; plus one:

¢d) For taxable years beginning during a calendar year in which the
inflation adjustments are suspended pursuant to this subdivision and for which
paragraph (b) will result in the inflation adjustments being suspended for only
one-half of the taxable year, the commissioner of revenue shall adjust the
withholding tables, notwithstanding section 290.92, subdivision 2a, so that the
additional tax imposed is withheld and remitted by employers during the first six
months of the taxable year as if the suspension were in effect for the entire year,

Sec. 18. Minnesota Statutes 1984, section 290.06, subdivision 3f, is
amended to read: .

Subd. 3f. CREDITS AGAINST TAX. Subject to the provisions of sub-
division 3g the taxes due under the computation in accordance with this section
shall be credited with the following amounts:

(1) In the case of an unmarried individual $68 or a married individual
filing separately, $70;

(2) In the case of a married individual, $136. If the spouses file separate;
eembinedesjei&;emmgthepemeaalepeéﬁsmaybetakenbyeithe;e;divided
between them individuals filing a joint return, $140;

(3) In the case of an individual, $68 $70 for each person (other than a
speuse)dependen%upenand%eeewmgh&seh&efsuppe&&emtheta*payepgne
taxpaye;ealyshaﬂbeaﬂewedthisereditwi&k&speetteanygﬁendependen& A
paymentteadivemde;sepa;atedspeuse,e@hesthaﬂapaymemfeysuppmef
minerehﬂd;enunde;atempe;a;ye@e;e;ﬁnaldeereeefdisseluﬁeaeflegal
wparaﬁen,sh&ﬂne&beeenside;edapameﬁbythee@hepspeuseferthes&ppm
of any dependent who was claimed by the individual as a dependent on the
individual’s federal income tax return as provided in sections 151(e) and 152 of
the Internal Revenue Code of 1954, as amended through December 31, 1984.

(4)(2) In the case of an unmarried individual or a married individual filing
separately who has attained the age of 65 before the close of his taxable year, an
additional $68 $70;.

(b) In the case of an unmarried individual or a married individual filing
separately who is blind at the close of the taxable year, an additional $68 $70;

(©) In the case of & married individual individuals filing a joint return, an
additional $68 870 for each spouse who has attained the age of 65 before the close
of the individual’s taxable year, and an additional $68 $70 for each. spouse who is
blind at the close of the individual’s taxable year. If the spouses file separate;
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eembiaede;jeim;emms;theseesed#smaybetakenbyeithe;e;diﬂded
between them;

(d) In the case of an individual, another $68 $70 for each persons ether
than a spouse; who is blind and was claimed as a dependent upen and receiving
his chief support from the taxpayer of the individual under clause (3);

(e) For the purposes of subparagraphs (b), (c) and (d) of paragraph (4), an
individual is blind if his central visual acuity does not exceed 20/200 in the better
eye with correcting lenses, or if his visual acuity is greater than 20/200 but is
accompanied by a limitation in the fields of vision such that the widest diameter
of the visual field subtends an angle no greater than 20 degrees.

() In the case of an unmarried individual or married individual filing
separately who is deaf at the close of the taxable year, an additional $68 $70.

() In the case of a married individual individuals filing a joint return, an
additional $68 $70 for each spouse who is deaf at the close of the taxable year. If
bhespeusesﬁlesepara&e;eembhede;jeﬂt;etum&%ewdiﬁmaybetakenby
either or divided between them- -

(h) In the case of an individual, an additional $68 $70 for each person
(other than a spouse) who is deaf and was claimed as a dependent upen and
receiving his chief support from the taxpayer of the individual under clause 3.

(i) For the purposes of subparagraphs (f), (g) and (h) of paragraph (4), an
individual is deaf if the average loss in the speech frequencies (500-2000 Hertz) in
the better ear, unaided, is 92 decibels, American National Standards Institute, or

worse.

(5) (2) In the case of an unmarried individual or a married individual
filing separately who is a quadriplegic at the close of the taxable year, an
additional $68 $70;

(b) In the case of a married individual individuals filing a joint return, an
additional $68 $70 for each spouse who is a quadriplegic at the close of the
taxable year- lft-hespeusesﬁlesepa;ate;eembinede;jeim;etumsytheseefed#s
may be taken by either or divided between them;

(c) In the case of an individual, another $68 $70 for each person; other
than a spouse; who is quadriplegic and was claimed as a dependent upen and
seceiving his chief support from the taxpayer of the individual under clause (3);
and

(d) For the purposes of subparagraphs (a), (b) and (c) of paragraph 5,
“quadriplegic” means an individual who has a congenital or traumatic partial or
total loss of all four limbs or who has a disability that substantially impairs the

functioning of all four limbs.
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(6) In the case of an insurance company, it shall receive a credit on the tax
computed as above equal in amount to any taxes based on premiums paid by it
during the period for which the tax under this chapter is imposed by virtue of any
law of this state, other than the surcharge on premiums imposed by sections
69.54 to 69.56.

Sec. 19, Minnesota Statutes 1984, section 290.06, subdivision 3g, is
amended to read:

Subd. 3z, INFLATION ADJUSTMENT OF CREDITS. For taxable
years beginning after December 31, 1980 1985, the credits provided for individu-
als in subdivision 3f shall be adjusted for inflation. The dollar amount of each
credit for the prior year in subdivision 3f shall be increased in the same manner

as provided in subdivision 2d for the expansion of the taxable net income tax rate
brackets.

Sec. 20. Minnesota Statutes 1984, section 290.06, subdivision 11, is
amended to read: .

Subd. 11. CONTRIBUTIONS TO POLITICAL PARTIES AND
CANDIDATES. A taxpayer may take a credit against the tax due under this
chapter of 50 percent' of his contributions to candidates for elective state or
federal public office and to any political party. The maximum credit for an
individual shall not exceed $50 and, for a married couple filing jointly et filing a
combined return, shall not exceed $100. No credit shall be allowed under this
subdivision for a contribution to any candidate, other than a candidate for
elective judicial office or federal office, who has not signed an agreement to limit
his campaign expenditures as provided in section 10A.32, subdivision 3b. For
purposes of this subdivision, a political party means a major political party as
defined in section 200.02, subdivision 7, or a2 minor political party qualifying for
inclusion on the income tax or property tax refund form under section 10A.31,
subdivision 3a. A major or minor party includes the aggregate of the party
organization within each house of the legislature, the state party organization,
and the party organization within congressional districts, counties, legislative
districts, municipalities, and precincts. A. “federal office” means the office of the
president or vice president of the United States or the office of United States
senator or congressman from Minnesota.

This credit shall be allowed only if the contribution is verified in the
manner the commissioner of revenue shall prescribe.

Sec. 21. Minnesota Statutes 1984, section 290.068, subdivision 1, is
amended to read:

Subdivision 1. CREDIT ALLOWED, In addition to the deduction pro-
vided in section 290.09, a eredit shall be corporation, other than a corporation
with a valid election in effect under section 290.9725, is allowed a credit against
the tax imposed by this chapter for the taxable year equal to
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(a) 12.5 percent of the first $2 million of the excess (if any) of
(1) the qualified research expenses for the taxable year, over
(2) the base period research expenses; and

(b) 6.25 percent on all of such excess expenses over $2 million.

Sec. 22. Minnesota Statutes 1984, section 290.068, subdivision 3, is
amended to read:

Subd. 3. LIMITATION; CARRYBACK AND CARRYOVER. (a)(1)
The credit for the taxable year shall not exceed the liability for tax. “Liability
for tax” for purposes of this section means the tax imposed under this chapter for
the taxable year reduced by the sum of the nonrefundable credits allowed under
this chapter.

(2) In the case of an individual who a corporation which

(A) owns an interest in an unincorporated business;

{B) is a partner in a partnership,

{C) is a beneficiary of an estate or trust; or

¢D) is a sharcholder in an S corporation;

the credit allowed for the taxable year shall not exceed the lesser of the
amount determined under clause (1) for the taxable year or an amount (separate-
ly computed with respect to such person’s the corporation’s interest in the trade
or business or entity) equal to the amount of tax attributable to that portion of a

person’s taxable income which is allocable ‘or apportionable to the persens
corporation’s interest in the trade or business or entity.

(b) If the amount of the credit determined under this section for any
taxable year exceeds the limitation under clause (a), the excess shall be a research
credit carryback to each of the three preceding taxable years and a research credit
carryover to each of the 15 succeeding taxable years. The entire amount of the
excess unused credit for the taxable year shall be carried first to the earliest of the
taxable years to which the credit may be carried and then to each successive year
to which the credit may be carried. The amount of the unused credit which may
be added under this clause shall not exceed the taxpayer’s liability for tax less the
research credit for the taxable year.

For the purposes of sections 290.46 and 290.50, if the claim for refund
relates to an overpayment attributable to a research and experimental expenditure
credit carryback under this subdivision, in lieu of the period of limitation
prescribed in sections 290.46 and 290.50, the period of limitation shall be that
period which ends with the expiration of the 15th day of the 46th month; or the
45th month; in the case of a corperation; following the end of the taxable year in
which the research and experimental expenditure credit arises which results in the
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carryback. With respect to any portion of a credit carryback from a taxable year
attributable to a loss carryback from a subsequent taxable year, the period of
limitations shall be that period which ends with the expiration of the 15th day of
the 46th month; or; in the case of a corporation; the 45th month following the
end of the subsequent taxable year. In any case in which a taxpayer is entitled to
a refund in a carryback year due to the carryback of a research and experimental
expenditure credit, interest shall be computed only from the end of the taxable
year in which the credit arises. With respect to any portion of a credit carryback
from a taxable year attributable to a loss carryback from a subsequent taxable
year, interest shall be computed from the end of the subsequent taxable year.

Sec. 23, Minnesota Statutes 1984, section 290.068, subdivision 4, is
amended to read:

Subd. 4. ESTATES AND TRUSTS; PARTNERSHIPS, In the case of
estates and trusts; and partnerships; the credit shall be allocated in the same
manner provided by section 44F(f)(2) of the Internal Revenue Code.

Sec. 24. Minnesota Statutes 1984, section 290.069, subdivision 2, is
amended to read:

Subd, 2. TECHNOLOGY TRANSFER CREDIT. A credit may be
claimed against the taxes imposed by this chapter in an amount equal to 30
percent of the net value of the technology transferred to a qualified small business
if the following conditions are satisfied:

(a) The commissioner certifies that the technology has the value claimed
by the transferor taxpayer.

(b) The transferor taxpayer is the exclusive and undisputed owner of the
technology at the time the transfer is made.

(c) Except as provided in paragraph (h), the transferor retains no proprie-
tary or financial interest in the technology subsequent to its transfer to the
qualified small business and no credit is claimed for the transfer of the technology

in a prior or subsequent taxable year, except pursuant to the carryover provisions
of subdivision 5.

(d) The credit shall apply only to the first $1,000,000 of the net value of
the technology transferred during the taxable year. The value of the technology
shall not exceed the total qualified research expenses, as defined in section
290.068, subdivision 2, expended by the transferor to create or develop the
technology., For purposes of this paragraph, “net value” means the total value of
the technology less any payments received from the transferee and less the value
of any equity interest in the transferee received by the transferor in exchange for
the technology. For purposes of determining the value of the equity interest, the
total value of the transferee shall be deemed to be not less than the value of the
technology transferred, less any cash payment made to the transferor.
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(&) The taxpayer has not deducted the value of the transferred property
from income under any other provisions of this chapter, except that the costs of
developing the technology may have been deducted as a business expense or
depreciated or included in the computation of the research and experimental
expenditure credit pursuant to section 290.068.

(f) The transferee business entity may not be a subsidiary or affiliate of the
transferor taxpayer. The principal place of business of the transferee business
entity is located in the technology corridor project area as authorized by Laws
1984, chapter 654, article 2, section 15, clause (k).

(g) The transferee makes a substantial investment in acquiring or develop-
ing the technology. The requirements of this clause are satisfied if over a
two-year period beginning not later than the date of the transfer (1) the transferee
pays the transferor an amount equal to 20 percent of the value of the technology
in return for acquisition of the rights to the technology, or if (2) the transferee
expends an equivalent amount for equipment, materials, wages, or other direct
costs to develop, produce, or otherwise use the technology. The requirements of
this paragraph may not be satisfied by granting the transferor an equity interest

as provided by paragraph (h).

(h) The transferor may receive in exchange for the transfer of the
technology an equity interest in the transferee, but this interest may not exceed 25
percent of the capital interest, if the transferee is a partnership, or 25 percent in
value of the outstanding stock, if the transferee is a corporation. The transferor’s
basis in the equity interest shall be reduced by the amount of the credits received
pursuant to this subdivision. The transferor may not deduct any loss realized on
the sale or exchange of the equity interest. ‘

(i) The maximum credit which is allowed for technology transferred
during the taxable year is $300,000. The maximum credit which is allowable for
technology transferred during all taxable years to an entity or a related person to
the transferee entity is $300,000. A person is a related person to the entity if (i)
the relationship would result in disallowance of losses under section 267 or 707(b)
of the Internal Revenue Code or (ii) the person and the entity are members of the
same controlled group or corporation.

The commissioner may require that the taxpayer obtain an appraisal of the
value of the transferred technology by a reliable, expert third party. The
disclosure to a third party appraiser of information necessary to make an
appraisal shall not be subject to the provisions of section 290.61. The commis-
sioner may promulgate administrative rules for appraising the value of transferred

technology.

Sec. 25. Minnesota Statutes 1984, section 290.069, subdivision 2a, is
amended to read:
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Subd. 2a. RECAPTURE; TECHNOLOGY TRANSFER CREDIT, (2)
A corporation which receives a tax reduction pursuant to subdivision 2 shall
repay to the commissioner an amount of the tax reduction as specified in
paragraph (b) if any of the following conditions occur within a three-year period
after the date of transfer of the technology.

(1) The transferee ceases operations in Minnesota the technology corridor
project area.

(2) The transferee becomes a subsidiary or affiliate of the transferor.

(3) The transferee sells, transfers, or otherwise disposes of the rights to

Ch. 14, Art. 1 LAWS of MINNESOTA. for 1985 2329 |
technology.

(4) The transferee fails to make the necessary payments or expenditures
required by subdivision 2, paragraph (g).

(5) The transferee grants an interest to the transferor in violation of
subdivision 2, paragraph (h).

(b) The amount of the repayment is determined pursuant to the following

schedule:
Occurrence of event causing recapture Repayment portion ‘
Less than six months 100 percent
Six months or more but less than 12 moenths 83-1/3 percent
12 months or more but less than 18 months 66-2/3 percent
18 months or more but less than 24 months 50 percent
24 months or more but less than 30 months 33-1/3 percent
30 months or more but less than 36 months 16-2/3 percent

Sec. 26. Minnesota Statutes 1984, section 290.069, subdivision 4a, is
amended to read:

Subd. 42. RECAPTURE; EQUITY INVESTMENT CREDIT. (@ A
taxpayer who receives a tax reduction pursuant to Minnesota Statutes 1984,
section 290.069, subdivision 4 shall repay to the commissioner an amount of the
tax reduction as specified in paragraph (b) if any of the following conditions
occur within a four-year period after the date of the investment:

(1) The taxpayer transfers, sells, or otherwise disposes of the stock other
than transfer by the estate of a taxpayer who died after acquiring the stock.

(2) The taxpayer or a related person acquires an interest in the qualified
small business in excess of that permitted by subdivision 4, clause (b)(2).

(3) The transferee ceases operations in Minnesota.

(b) The amount of the repayment is determined pursuant to the following
schedule:
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Occurrence of event causing recapture Repayment portion
Less than six months 100 percent

Six months or more but less than 12 months 87-1/2 percent
12 months or more but less than 18 months 75 percent

18 months or more but less than 24 months 62-1/2 percent
24 months or more but less than 30 months 50 percent

30 months or more but less than 36 months 37-1/2 percent
36 months or more but less than 42 months 25 percent

42 months or more but less than 48 months . 12-1/2 percent

(¢) If a credit was allowed for a qualified small business whose principal
place of business was located in an enterprise zone and the business ceases
operations in the zone within three years after the investment is made, the
taxpayer shall file an amended return claiming the credit without regard to
Minnesota Statutes 1984, section 290.069, subdivision 4, paragraph (c).

Sec. 27. Minnesota Statutes 1984, section 290.069, subdivision 4b, is
amended to read:

Subd. 4b. MULTISTATE BUSINESSES. If a qualified small business
is engaged in a business partly within and partly without the state, the credit
allowable pursuant to subdivision 2 er 4 for technology transferred to er a net
investment made in the business must be apportioned. The credit determined
pursuant to subdivision 2 e¢ 4 must be multiplied by the arithmetical average of
the qualified small business’ propérty and payrolls, determined as provided by
section 290.19, subdivision 1, clauses (2)(a)(2) and (2)(a)(3), using data from the
most recently available year. After the technology is transferred es the invest-
ment made, the qualified small business shall certify to the transferor taxpayer its
factors under section 290.19, subdivision 1, clauses (2)(a)(2) and (2)(a)(3) for each
of the succeeding two tax years. If the factors for either of these years would
result in at least a 25 percent change in the allowable credit, the taxpayer shall
file an amended return repaying or claiming the difference in the credit. The
preceding sentence does not apply if the qualified small business ceases operations
in Minnesota and the recapture provisions of subdivision 2a or 4a apply.

Sec. 28. Minnesota Statutes 1984, section 290.069, subdivision 5, is
amended to read:

Subd. 5. CARRYOVER; OTHER CONDITIONS. If the amount of
the allowable credit pursuant to subdivision 2 or 3 for the taxable year exceeds
the taxpayer’s tax liability er if the limitation contained in subdivision 4; clause
(a)(3) applies, the unused credit for the taxable year is a carryover to each of the
succeeding five taxable years. The entire amount of the unused credit must be
carried to the earliest of the taxable years to which it may be carried. “Tax
liability” means the tax imposed by this chapter reduced by the sum of the
nonrefundable credits allowed under this chapter except the credit allowed by
section 290.068. The credits allowed by subdivisions 2 and 3 shall only be
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available to corporations and banks whose tax is computed pursuant to section
290.06, subdivision. 1.

The maximum limitations on the amount of credits pursuant to subdivi-
sions 2; or 3; and-4-shall be determined by aggregating tegether the credits of all
the corporations in the controlled group of corporations with the taxpayer. In
order to facilitate compliance with and enforcement of this provision the commis-
sioner may require the taxpayer to claim the credit on a combined report of the

unitary business or to file a copy of the consolidated federal return with the state
return or both.

Sec. 29. Minnesota Statutes 1984, section 290.069, subdivision 6, is
amended to read:

Subd. 6. REPEALER. This section is repealed effective for contribu-
tions made to a small business office or to an innovation center public corpora-
tion as provided in subdivision 3; and for technology transferred as described in
subdivision 2; and for investments made as deseribed in- subdivision 4 in taxable
years beginning after December 31, 1985 1988.

Sec. 30. Minnesota Statutes 1984, section 290.069, subdivision 7, is
amended to read:

Subd. 7. COMMISSIONER’S POWER TO DISALLOW CREDIT.
The commissioner may disallow a credit under subdivision 2 or 4 if he determines
that the transaction giving rise to the credit was entered into by the parties
primarily to reduce taxes and not primarily for an independent business or
commercial purpose other than the reduction of taxes.

Sec. 31. Minnesota Statutes 1984, section 290.08, subdivision 26, is
amended to read: '

Subd. 26, PENSION INCOME. (2) EXCLUSION. Gross income shall
not include the taxpayer’s pension income of a qualified recipient and spouse if
the spouse is a qualified recipient. The maximum amount of this exclusion is the
greater of the following tweo amounts amount:

(1) $11,000 reduced by the amount of the taxpayer’s qualified recipient’s
and spouse’s combined federal adjusted gross income in excess of $17,000
excluding social scourity benefits and railroad retirement benefits to the ‘extent
included in federal adjusted gross income: o

€2) $11;000 reduced by the sum of

€A) social security benefits;

(B) railroad retizement benefits; and
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@) (2) Notwithstanding elauses clause (1) and €2), in the case of an
involuntary lump sum distribution of pension or retirement benefits to volunteer
firefighters, the maximum amount of the exclusion is $11,000. This amount is
not subject to reduction for other income of the taxpayes and applies without
regard to the limitation in paragraph (b), clause (4).

(3) Notwithstanding clause (1), to the extent included in federal adjusted
gross income, all railroad retirement benefits of a qualified recipient are excluda-
ble without limitation as to level of benefits received, maximum amount, or

income offset.

! (4) In the case of pension income received from the correctional employees
retirement program established pursuant to chapter 352; the state patrol fund
retirement fund established pursuant to chapter 352B; the public employees
police and fire fund established pursuant to chapter 353; the retirement funds
enumerated in section 69.77, subdivision la; or similar retirement plans estab-
lished by another state or a political subdivision of another state, an individual is
a qualified recipient without regard to age.

(b) DEFINITIONS. For purposes of this subdivision the following terms
have the meanings given:

(1) “Internal Revenue Code” means the Internal Revenue Code of 1954;
as amended through December 31; 1983 in effect for the purpose of defining
gross income for the applicable taxable year as provided in section 290.01,
subdivision 20.

(2) “Federal adjusted gross income” is the federal adjusted gross income
referred to in section 290.01, subdivision 20, for the current taxable year, and
includes the ordinary income portion of a lump sum distribution as defined in
section 402(e) of the Internal Revenue Code.

(3) “Pension income” means to the extent included in the taxpayer’s
federal adjusted gross income the amount received by the taxpayer

(A) from the United States, its agencies or instrumentalities, the Federal
Reserve Bank or from the state of Minnesota or any of its political or governmen-
tal subdivisions or from any other state or its political or governmental subdivi-
sions, or a Minnesota volunteer firefighter’s relief association, by way of payment
as a pension, public employee retirement benefit, or any combination thereof, or

Changes or additions are indicated by underline, deletions by strikeout.

Copyright © 1985 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 14, Art. 1 LAWS of MINNESOTA for 1985 2333
FIRST SPECIAL SESSION

(B) as a retirement or survivor’s benefit made from a plan qualifying under
section 401, 403, 404, 405; 408, or 409, or 409A. of the Internal Revenue Code; o

(C) severance pay distributed to an individual upon discontinuance of the
individual's employment due to termination of business operations by the individ-
ualls employer; if the termination is reasonably likely to be permanent; involves
the discharge of at least 75 percent of the employees at that site within a one-year
period; and the business is not acquired by another person who continues
operations at that site,

- (4) “Severance pay” means an amount received for canmcellation of an
employment contract or a collectively bargained termination payment made as a
substitute for income which would have been earned for personal services to be
rendered in the future “Qualified recipient” means an individual who, at the end
of the taxable year, is aged 65 or older or is disabled as defined in section
290A.03, subdivision 9.

Sec. 32. Minnesota Statutes 1984, section 290.088, is amended to read:

290,088 DEDUCTION FOR FEDERAL INCOME TAXES; ELEC-
TION.

Adjusted gross income for individuals; estates; and trusts shall be comput-
ed by allowing to individuals; estates; and trusts a deduction from gross income
for federal income taxes. The amount of the deduction is determined under
section 290-18; subdivision 2. (a) In determining net income, individuals, estates,
and trusts may elect to deduct federal income taxes from gross income after
allowing the deductions under section 290.089. If the election is made, the
amount of the deduction is determined under section 290.18, subdivision 2, and
the taxpayer must compute the tax according to the schedule contained in section

290.06, subdivision 2¢, paragraph (a) or (c), whichever applies.

(b) Individuals, estates, and trusts who elect not to deduct federal income
taxes in determining net income, must compute the tax according to the schedule
contained in section 290.06, subdivision 2¢, paragraph (b) or (d), whichever
applies,

Sec. 33. Minnesota Statutes 1984, section 290.089, subdivision 2, is
amended to read:

Subd. 2. ITEMIZED DEDUCTIONS. An amount equal to the amount
determined pursuant to section 63(f) of the Internal Revenue Code is allowed
with the following adjustments:

(a) Add the amount paid to others not to exceed $650 for each dependent
in grades X to 6 and $1,000 for each dependent in grades 7 to 12, for tuition,
textbooks, and transportation of each dependent in attending an elementary or
secondary school situated in Minnesota, North Dakota, South Dakota, Iowa, or
‘Wisconsin, wherein a resident of this state may legally fulfill the state’s compulso-
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ry attendance laws, which is not operated for profit, and which adheres to the
provisigns of the Civil Rights Act of 1964 and chapter 363. As used in this
clause, “textbooks” includes books and other instructional materials and equip-
ment used in elementary and secondary schools in teaching only those subjects
legally and commonly taught in public elementary and secondary schools in this
state. ‘“Textbooks” does not include instructional books and materials used in
the teaching of religious tenets, doctrines, or worship, the purpose of which is to
instill such tenets, doctrines, or worship, nor does it include books or materials
for, or transportation to, extracurricular activities including sporting events,
musical or dramatic events, speech activities, driver’s education, or similar
programs;

() Add the amount of Minnesota and other states’ estate or inheritance
taxes which were allowed as a deduction under section 290.077; subdivision 4; on
income in respect of a decedent;

{c) Add the amount by which the deduction for the taxable year allowed
pursuant to subdivision 4 exceeds the amount determined pursuant to section 222
of the Internal Revenue Code;

¢d) (b) Subtract income taxes paid or accrued within the taxable year
under this chapter;

{e) (c) Subtract income taxes paid to any other state or to any province or
territory of Canada; and

& (d) If the deduction computed under section 164 of the Internal
Revenue Code is not reduced by the amount of the credit or refund allowed
under chapter 290A, subtract that amount;

{g) Subtract the amount of interest on investment indebtedness paid or
accrued in a taxable year bepinning before January 1; 1981, which has been
earried forward and is allowed as a deduction in the taxable year under section
163(d) of the Internal Revenue Code;

() Subiract the amount of charitable contributions deduscted under
section 170 of the Internal Revenue Code that (i) exceeds the following limita-
tions: (A) an overall limit of 30 percent of the taxpayer’s Minnesota gross income
which; for purposes of this paragraph; shall include the ordinary income portion
of a lump sum disteibution as defined in section 402(e) of the Internal Revenue
Code; and (B) the aggregate of centributions to eorganizations deseribed in
section 290-21; subdivision 3; clause (c¢) shall not execed 20 percent of the
taxpayer’'s Minnesota gross income; or () was deducted as a carryover under
section 170(d) of the Internal Revenue Code.

Sec. 34. Minnesota Statutes 1984, section 290.089, subdivision 3, is
amended to read:

14
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Subd. 3. STANDARD DEDUCTION. In lieu of the deductions provid-
ed in subdivision 2, an individual may claim or be allowed a standard deduction
as follows:

(a) Subject to modification pursuant to clanse (b), the standard deduction
shall be an amount equal to ten percent of the adjusted gross income of the
taxpayer or the joint gross income of a married couple filing a joint return, up to
a maximum deduction of $2;268 $2,400.

In the case of a husband and wife married individual filing a separate
return, the standard deduction is ten percent of the gross income of the taxpayer,
up to a maximum of $1,200, except that the standard deduction shall not be
allowed to either if the net income of one of the spouses is determined without
regard to the standard deduction.

(b) For taxable years beginning after December 31, 1985, the maximum
amount of the standard deduction shall be adjusted for inflation in the same
manner as provided in section 290.06, subdivision 2d, for the expansion of the
taxable net income rate brackets, The commissioner shall then round the
maximum amount of the standard deduction to the nearest hundred dollar
amount. When adjusting the maximum amount of standard deduction for
inflation, the commissioner shall use the actual dollar amount of the maximum
amount of the standard deduction prior to rounding the dollar amounts.

(c) The commissioner of revenue may establish a standard deduction tax
table incorporating the rates set forth in section 290.06, subdivision 2c, and the
standard deduction. The tax of any individual taxpayer whose adjusted gross
income is less than $20,000 shall, if an election is made not to itemize nonbusi-
ness deductions, be computed in accordance with tables prepared and issued by
the commissioner of revenue. The tables shall be prepared to reflect the
allowance of the standard deduction and the personal and dependent credits.

Sec. 35. Minnesota Statutes 1984, section 290.09, subdivision 1, is
amended to read:

Subdivision 1. LIMITATIONS, Except as provided in this subdivision,
the deductions provided in this section from gross income shall only be allowed
to corporations in computing net income. The provisions of subdivisions 2,
clause (c), and 28; and 29 shall also apply to individuals; estates; and trusts to the
extent provided in those subdivisions.

Sec. 36, Minnesota Statutes 1984, section 290.09, subdivision 7, is
amended to read:

Subd. 7. DEPRECIATION. (A) CUMULATIVE DEPRECIATION.
(a) There shall be allowed as a depreciation deduction a reasonable allowance for
the exhaustion, wear and tear (including a reasonable allowance for obso-
lescence):
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(1) of property used in the trade or business, or
(2) of property held for the production of income.

In the case of recovery property as provided in clause (c), the deduction
allowable under clause (c) shall be deemed to constitute the reasonable allowance
provided by this subdivision, except for the provisions of Part (B) relating to first
year depreciation and except with respect to that portion of the basis of the
property to which section 167(k) of the Internal Revenue Code of 1954, as
amended through December 31, 1983, applies.

(b) The term “reasonable allowance” as used in clause (a) shall include
(but shall not be limited to) an allowance computed in accordance with regula-
tions prescribed by the commissioner, under any of the following methods:

(1) the straight line method.

(2) the declining balance method, using a rate not exceeding twice the rate
which would have been used had the annual allowance been computed under the
method described in paragraph (1).

(3) the sum of the years-digits method, and

(4) any other consistent method productive of an annual allowance, which,
when added to all allowances for the period commencing with the taxpayer’s use
of the property and including the taxable year, does not, during the first
two-thirds of the useful life of the property, exceed the total of such allowances
which would have been used had such allowances been computed under the
method described in (2). Nothing in this clause (b) shall be construed to limit or
reduce an allowance otherwise allowable under clause (a).

(¢) For purposes of this subdivision “reasonable allowance” shall be the
accelerated cost recovery system provisions of section 168 of the Internal
Revenue Code of 1954, as amended through December 31, 1983, except as
provided in this subdivision. In the case of recovery property within the meaning
of section 168 of the Internal Revenue Code of 1954, as amended through
December 31, 1983, the term ‘“reasonable allowance” as used in clause (a) shall
mean 85 percent of the deduction allowed pursuant to section 168 of the Internal
Revenue Code of 1954 for property placed in service after December 31, 1980
and for taxable years beginning before January 1, 1982.

For taxable years beginning after December 31, 1981 the term reasonable
allowance as used in clause (a) shall mean the following percent of the deduction
allowed pursuant to section 168 of the Internal Revenue Code of 1954, as
amended through December 31, 1983:

(1) For 3, 5 and 10 year property and for 15 year public utility property
the allowable percentage is 83 percent and 80 percent for taxable years beginning
after December 31, 1982.
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(2) For 15 year real property the allowable percentage is 60 percent.

For property placed in service after December 31, 1980 the term “reason-
able allowance” as used in clause (a) shall mean 100 percent of the deduction
allowed pursuant to section 168 of the Internal Revenue Code of 1954 where the
taxpayer uses for federal income tax purposes-the straight line method provided
in section 168(b)(3) or a method provided in section 168(e)(2) of the Internal
Revenue Code of 1954, as amended through December 31, 1983. For property
placed in service after December 31, 1980 and for which the full amount of the
deduction allowed under section 168 of the Internal Revenue Code of 1954, as
amended through December 31, 1983 has been allowed, the remaining deprecia-
ble basis in those assets for Minnesota purposes shall be a depreciation allowance
computed by using the straight line method over the following number of years:

(1) 3 year property - 1 year.

(2) 5 year property - 2 years.
(3) 10 year property - 5 years.
(4) All 15 year property - 7 years,

When an asset is exchanged for another asset including an involuntary
conversion and under the provision of the Internal Revenue Code gain is not
recognized in whole or in part on the exchange of the first asset, the basis of the
second asset shall be the same as its federal basis provided that the difference in
basis due to the limitations provided in this clause can be written off as provided
in the preceding sentence.

After the full amount of the allowable deduction for that property under
the provision of section 168 of the Internal Revenue Code of 1954, as amended
through December 31, 1983, has been obtained, the remaining depreciable basis
in those assets for Minnesota purposes that shall be allowed as a depreciation
allowance as provided above shall include the amount of any basis reduction |
made for federal purposes under section 48(q) of the Internal Revenue Code, as |
amended through December 31, 1983, to reflect the investment tax credit. No
amount shall be allowed as a deduction under section 196 of the Internal
Revenue Code of 1954, as amended through December 31, 1983.

The provisions of section 168(i)(4) of the Internal Revenue Code of 1954,
as amended through December 31, 1983 shall apply to restrict research credit
carrybacks and net operating loss carrybacks which are allocable to elected
qualified leased property, notwithstanding section 290.068, subdivision 3, or
290.095, subdivision 3.

The modification provided in this clause shall apply before applying a
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(d) Paragraphs (2), (3), and (4) of clause (b) shall apply only in the case of
property (other than intangible property) described in clause (a) with a useful life
of three years or more.

(1) the construction, reconstruction, or erection of which is completed
after December 31, 1958, and then only to that portion of the basis which is
properly attributable to such construction, reconstruction, or erection after

December 31, 1958, or

(2) acquired after December 31, 1958, if the original use of such property
commenced with the taxpayer and commences after such date.

(e) Where, under rules prescribed by the commissioner, the taxpayer and
the commissioner have, after June 30, 1959, entered into an agreement in writing
specifically dealing with the useful life and rate of depreciation of any property,
the rate so agreed upon shall be binding on both the taxpayer and the commis-
sioner in the absence of facts or circumstances not taken into consideration in the
adoption of such agreement. The responsibility of establishing the existence of
such facts and circumstances shall rest with the- party initiating the modification.
Any change in the agreed rate and useful life specified in the agreement shall not
be effective for taxable years before the taxable year in which notice in writing by
certified mail is served by the party to the agreement initiating such change.
This clause shall not apply with respect to recovery property as defined in clause
©. ‘

(® In the absence of an agreement under clause (e) containing a provision
to the contrary, a taxpayer may at any time elect in accordance with rules
prescribed by the commissioner to change from the method of depreciation
prescribed in clause (b)(2) to the method described in clause (b)(1).

(g) The basis on which exhaustion, wear and tear, and obsolescence are to
be allowed in respect of any property shall be the adjusted basis provided in this
chapter for the purpose of determining the gain on the sale or other disposition of
such property.

(B) FIRST YEAR DEPRECIATION, The term “reasonable allowance”
as used in this subdivision may, at the election of the taxpayer, include an amount
as provided under section 179 of the Internal Revenue Code of 1954, as amended

through December 31, 1983.
Sec. 37. Minnesota Statutes 1984, section 290.091, is amended to read:

250.091 ALTERNATIVE MINIMUM TAX ON PREFERENCE
ITEMS.

Subdivision 1. IMPOSITION OF TAX, In addition to all other taxes
imposed by this chapter there a tax is hereby imposed on individuals, estates, and
trusts a tax which, in the case of a resident individual; shall be equal to 40

percent of the amount of the taxpayer’s aliernative minimum tax Hability for tax
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preference items pursuanit to the provisions of sectiens 55; 57; 58 and 443(d) of
the Internal Revenue Code of 1934 as amended through December 31; 1983 the
excess (if any) of

(a) an amount equal to four percent of alternative minimum taxable
income after subtracting the exemption amount, over

(b) the regular tax for the taxable year.

Subd. 2. DEFINITIONS, For purposes of the tax imposed by this
section, the following medifications shall be made terms have the meanings given:

ing for the taxable year:

(1) the taxpayer’s federal adjusted gross income as defined in the Internal
Revenue Code;

(2) the taxpayer’s federal tax preference items; less the sum of

(i) interest income as defined in section 290.01, subdivision 20b, clause (1);
and

(i) the amount of interest paid or accrued within the taxable year on

investment income, as defined in section 55(e)(5) of the Internal Revenue Code.
Interest does not include amounts deducted in computing federal adjusted gross
income or amounts that are not allowable under section 55(e)(8) of the Internal
Revenue Code.

as provided in section 55(e)(6)(B) of the Internal Revenue Code.

(b) “Federal tax preference items” means items as defined in sections 57,
58, and 443(d) of the Internal Revenue Code, modified as follows:

(1) Adternative tax itemized deductions shall include the amount allowable
as a deduction for the taxable vear under section 164 of the Iniernal Revenue -
Gode for Minnesota income tax paid or acorued-

€2) The capital gain preference item shall be reduced where the gain would
be modified because some or all of the assets have a higher basis for Minnesota
purposes than for federal purposes.

) (2) In the case of a nonresident individual, or an estate or trust, with a
net operating loss that is a larger amount for Minnesota than for federal, the
capital gain preference item shall be reduced to the extent it was reduced in the
allowance of the net operating loss.

) (3) Federal preference items from the business of mining or producing
iron ore and other ores which are subject to the occupation tax and exempt from
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taxation under section 290,05, subdivision 1, shall not be a preference item for
Minnesota.

¢5) The term “regular tax” as defined in section S5(H(2) of the Internal
Revenue Code shall be increased by the amount of the credit allowable under
section 38 of the Internal Revenue Code and it shall be computed before the
limitation on tax provided in section 130l of the Internal Revenue Code-

{6) Eederal preference items which arise from a farm shall not be a
preference item to the extent they exceed the loss allowed under section 290-09;

In the case of any taxpayer who is not a full year resident individual; or
wheo is an estate or trust the tax shall equal 40 percent of that federal Hability;
multiplied by a fraction the numerator of which is the amount of the taxpayer's
preference item income allocated to this state pursuant to the provisions of
sections 290-17 to 290.20; and the denominator of which is the taxpayer’s total

The tax benefit rule contained in section 58(h) of the Internal Revenue
Code is applied to the Minnesota minimum tax only to the extent that it
determines if there is a federal minimum tax. No separate tax benefit rule is

(4) Other federal preference items to the extent not allowed in the
computation of Minnesota gross income, as determined by the commissioner, are
not preference items for Minnesota.

For property placed in service after December 31, 1980, and in a taxable
year beginning before January 1, 1983, the preference items contained in section
57 (a)(12) of the Internal Revenue Code of 1954; as amended through December
31; 1983; shall not apply.

(c) “Internal Revenue Code” means the Internal Revenue Code of 1954,
as amended through December 31, 1984,

(d) “Regular tax” means the tax that would be imposed under this chapter
(without regard to this section), reduced by the sum of the nonrefundable credits
allowed under this chapter.

Subd. 3. EXEMPTION AMOUNT. For purposes of computing the
alternative minimum tax, the exemption amount is:

Changes or additions are indicated by underline, deletions by strikeout.

Copyright © 1985 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




LAWS of MINNESOTA for 1985
FIRST SPECIAL SESSION

Ch. 14, Art. 1

his alternative minimum tax liability using a “regular tax 11ab111ty determined
under section 290.06, subdivision 2c¢, paragraph (f), without regard to the
provision for allocation to Minnesota. The resultmg alternative minimum tax
lxablhty must be multlphed by the fraction defined i in section 290.06, subdivision

2c, paragraph QL

taxpayer’s alternative minimum taxable income allocated to this state pursuant to
the provisions of sections 290.17 to 290.20, and the denominator of which is the
taxpayer’s total alternative minimum taxable income.

Subd. 5. TAX BENEFIT RULE. The tax benefit rule contained in
section 58(h) of the Internal Revenue Code apphes to the computatlon of the tax

preference @ purposes gf ‘subdivision 2, 2, clause (a)(2)

Sec. 38. Minnesota Statutes 1984, section 290.095, subdivision 7, is
amended to read:

Subd. 7. TENTATIVE CARRYBACK ADJUSTMENTS. (a) Applica-
tion for adjustment. A taxpayer may file an application for a tentative carryback
adjustment of the tax for the prior taxable year affected by a loss or credit
carryback from any taxable year. The application shall be signed and verified as
provided in section 290.37, subdivision 1, and shall be filed on or after the date of
filing of the return for the taxable year from which the carryback results and
within a period of 12 months from the end of such taxable year (or with respect
to any portion of a credit carryback from a taxable year attributable to a loss
carryback from a subsequent taxable year, the application shall be filed within a
period of 12 months from the end of the subsequent taxable year), in the manner
and form required by rules prescribed by the commissioner. The application
shall set forth in such detail and with such supportmg data and explanation as
such rules shall require:

(1) The amount of the loss or credit;

(2) The amount of the tax previously determined for the prior taxable year
affected by such carryback;

(3) The amount of decrease in such tax,. attributable to such carryback,
such decrease being determined by applying the carryback in the manner
provided by law to the items on the basis of which such tax was determined;

(4) The unpaid amount of such tax;
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(5) Such other information for purposes of carrying out the provisions of
this subdivision as may be required by such rules.

An application under this subdivision shall not constitute a claim for
refund until 90 days from the date on which the application was filed, at which
time it will become a claim for refund under the provisions of section 290.50.

(b) Allowance of adjustments. Within a period of 90 days from the date
on which an application for a tentative carryback adjustment is filed under (a), or
from the last day of the month in which falls the last date prescribed by law
(including any extension of time granted the taxpayer) for filing the return for the
taxable year from which such carryback results, whichever is the later, the
commissioner shall make, to the extent he deems practicable in such period a
limited examination of the application, to discover omissions and errors of
computation therein, and shall determine the amount of the decrease in the tax
attributable to such carryback upon the basis of the application and the examina-
tion, except that the commissioner may disallow, without further action, any
application which he finds contains errors of computation which he deems cannot
be corrected by him within such 90-day period or material omissions. Such
decrease shall be applied against any unpaid amount of tax decreased and any
remainder shall, within such 90-day period, be either credited against any tax or
installment thereof then due from the taxpayer, or refunded to the taxpayer.

(c) The provisions of this subdivision shall apply to net operating loss
carrybacks as provided in subdivision 3 or 11; capital loss carrybacks as provided
in section 290.16, subdivision 6; farm loss carrybacks as prowvided in section
290.09; subdivision 29; research credit carrybacks as provided in section 290.068,
subdivision 3; and to any other carrybacks which may be provided in this
chapter.

Sec. 39. Minnesota Statutes 1984, section 290.095, subdivision 9, is
amended to read:

Subd. 9. SPECIAL PERIOD OF LIMITATION WITH RESPECT
TO NET OPERATING LOSS CARRYBACKS. For the purposes of sections
290.46 and 290.50 if the claim for refund relates to an overpayment attributable
to a net operating loss carryback under this section or as the result in the case of
an individual of an adjustment of “federal adjusted gross income™ because of the
carryback under section 172 of the Internal Revenue Code of 1954, as amended
through December 31, 1983 in lieu of the period of limitation prescribed in
sections 290.46 and 290.50, the period shall be that period which ends with the
expiration of the 15th day of the 46th month (or the 45th month, in the case of a
corporation) following the end of the taxable year of the net operating loss which
results in such carryback or adjustment of “federal adjusted gross income.”
During this extended period, for taxable years beginning before January 1, 1985,
married individuals who elected to file separate returns or a combined return may
change their election and file a joint return.
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Sec. 40. Minnesota Statutes 1984, section 290.095, subdivision 11, is
amended to read:

Subd. 11. CARRYBACK OR CARRYOVER ADJUSTMENTS. (a)
For individuals the amount of a net operating loss that may be carried back or
carried over shall be the same dollar amount allowable in the determination of
federal adjusted gross income. For estates and trusts the amount of a net
operating loss that may be carried back or carried over shall be the same dollar
amount allowable in the determination of federal taxable income.

(b) The following adjustments to the amount of the net operating loss that
may be carried back or carried over must be made for:

(1) Nonassignable income or losses as required by section 290.17, subdivi-

sion 2.

(2) Modifications required because of the restrictions en farm losses as

(3) Adjustments to the determination of federal adjusted gross income that
must be made because of changes in the Internal Revenue Code that have not yet
been adopted by the legislature by updating the reference to the Internal Revenue
Code contained in section 290,01, subdivision 20.

() Modifications to income contained in federal adjusted gross income
aceording to the provisions of section 290.01; subdivision 20c.

) (3) Gains or losses which result from the sale or other disposition of
property having a higher adjusted basis for Minnesota income tax purposes than
for federal income tax purposes subject to the limitations contained in section
290.01, subdivision 20b, clauses (2) and 4) (3).

€6) (4) Interest, taxes, and other expenses not allowed under section
290.10, clause (9) er section 290101

& (3) The modification for accelerated cost recovery system depreciation
as provided in section 290.01, subdivision 20f,

(c)(1) The net operating loss carryback or carryover applied as a deduction
in the taxable year to which the net operating loss is carried back or carried over
shall be equal to the net operating loss carryback or carryover applied in the
taxable year in arriving at federal adjusted gross income (or federal taxable
income for trusts and estates) subject to the modifications contained in clause )
and to the following modifications:

(A) Increase the amount of carryback or carryover applied in the taxable
year by the amount of losses and interest, taxes and other expenses not assignable
or allowable to Minnesota incurred in the taxable year.
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(B) Decrease the amount of carryback or carryover applied in the taxable
year by the amount of income not assignable to Minnesota earned in the taxable
year and the amount of federal jobs credit earned in the taxable year.

(C) A taxpayer who is not a resident of Minnesota during any part of the
taxable year and who has no income assignable to Minnesota during the taxable
year shall apply no net operating loss carryback or carryover in the taxable year.

(2) The provisions of section 172(b) of the Internal Revenue Code of 1954
as amended through December 31, 1983 (relating to carrybacks and carryovers)
shall apply. The net operating loss carryback or carryover to the next consecu-
tive taxable year shall be the net operating loss carryback or carryover as
calculated in clause (c)(1) less the amount applied in' the eatlier taxable year(s).
No additional net operating loss carryback or carryover shall be allowed if the
entire amount has been used to offset Minnesota income in a year earlier than
was possible on the federal return. A net operating loss carryback or carryover
that was allowed to offset federal income in a year earlier than was possible on
the Minnesota return shall still be allowed to offset Minnesota income but only if
the loss was assignable to Minnesota in the year the loss occurred.

(d) A net operating loss shall be allowed to be carried back or carried
forward only to the extent that loss was assignable to Minnesota in the year the
loss occurred or in the year to which the loss was carried over, whichever would
allow more of the loss to be allowed for Minnesota purposes.

(e) If a taxpayer has a net operating loss for federal purpeses and the
provisions of the farm loss limitation as provided in section 200.09; subdivision 29
apply; the limitations applying to the farm losses that are carried back or carried
over are applied first and the net operating loss that is carried back or carried
wmmmmmgwmmgmmmmm
loss limitation-

Sec. 41. Minnesota Statutes 1984, section 290.10, is amended to read:
290.10 NONDEDUCTIBLE ITEMS.

In computing the net income no deduction shall in any case be allowed
for:

(1) Personal, living or family expenses;

(2) Amounts paid out for new buildings or for permanent improvements
or betterments made to increase the value of any property or estate, except as
otherwise provided in this chapter;

(3) Amounts expended in restoring property or in making good the
exhaustion thereof for which an allowance is or has been made;

(4) Premiums paid on any life insurance policy covering the life of the
taxpayer or of any other person;
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(5) The shrinkage in value, due to the lapse of time, of a life or terminable
interest of any kind in property acquired by gift, devise, bequest or inheritance;

(6) Losses from sales or exchanges of property, directly or indirectly,
between related taxpayers as defined and as provided in section 267 of the
Internal Revenue Code of 1954; as amended through December 31; 1983;

(7) In computing net income, no deduction shall be allowed under section
290.09, subdivision 2, relating to expenses incurred or under section 290.09,
subdivision 3, relating to interest accrued as provided in section 267 of the
Internal Revenue Code of 1954; as amended through December 31; 1983

(8)(a) Contributions by employees under the federal railroad retirement
act and the federal social security act; (b) Payments to Minnesota or federal
public employee retirement funds; (c) Three-fourths (75 percent) 60 percent of
the amount of taxes imposed on self-employment income under section 1401 of
the Internal Revenue Code of 1954, as amended through December 31; 1983,
provided that, Effective for taxable years beginning after December 31, 1989, no
deduction is allowed for self-employment taxes where the taxpayer claimed a
deduction for those taxes under section 164(f) of the Internal Revenue Code of
1954; as amended through December 31; 1983;

(9) Expenses, interest and taxes connected with or allocable against the
production or receipt of all income not included in the measure of the tax
imposed by this chapter, except that for persons engaged in the business of
mining or producing iron ore, the mining of which is subject to the occupation
tax jmposed by section 298.01, subdivision 1, this shall not prevent a subtraction
to the extent allowed under section 290.01, subdivision 20b, clause (10)(b), or the
deduction by a corporate taxpayer of expenses and other items to the extent that
the expenses and other items are allowable under section 290.09 and are not
deductible, capitalizable, retainable in basis, or taken into account by allowance
or otherwise in computing the occupation tax and do not exceed the amounts
taken for federal income tax purposes for that year. Occupation taxes imposed
under chapter 298, royalty taxes imposed under chapter 299, or depletion
expenses may not be deducted under this clause;

(10) In situations where this chapter provides for a subtraction from gross
income of a specific dollar amount of an item of income assignable to this state,
and within the measure of the tax imposed by this chapter, that portion of the
federal income tax liability assessed upon such income subtracted, and any
expenses attributable to earning such income; shall not be deductible in comput-
ing net income;

(11) Amounts paid or accrued for such taxes and carrying charges as,
under rules prescribed by the commissioner, are chargeable to capital account
with respect to property, if the taxpayer elects, in accordance with such rules, to
treat such taxes or charges as so chargeable;
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(12) No deduction or credit shall be allowed for any amount paid or
incurred during the taxable year in carrying on any trade or business if the trade
or business (or the activities which comprise the trade or business) consists of
trafficking in controlled substances (within the meaning of schedule I and II of
the federal Controlled Substances Act) which is prohibited by federal law or the
law of Minnesota.

For purposes of this section, reference to the Internal Revenue Code

means the Internal Revenue Code of 1954, as amended through December 31,
1984.

Sec. 42. Minnesota Statutes 1984, section 290.12, subdivision 2, is
amended to read:

Subd. 2. ADJUSTMENTS. In computing the amount of gain or loss
under subdivision 1 proper adjustment shall be made for any expenditure, receipt,
loss, or other item properly chargeable to capital account by the taxpayer during
his ownership thereof. The basis shall be diminished by the amount of the
deductions for exhaustion, wear and tear, obsolescence, amortization, depletion,
and the allowance for amortization of bond premium if an election to amortize
was made in accordance with section 290.09, subdivision 13, which could, during
the period of his ownership thereof, have been deducted by the taxpayer under
this chapter in respect of such property. The basis shall also be diminished by
the amount of depreciation relating to a substandard building disallowed by
section 290-101. In addition, if the property was acquired before January 1,
1933, the basis, if other than the fair market value as of such date, shall be
diminished by the amount of exhaustion, wear and tear, obsolescence, amortiza-
tion, or depletion actually sustained before such date. In respect of any period
since December 31, 1932, during which property was held by a person or an
organization not subject to income taxation under this chapter, proper adjustment
shall be made for exhaustion, wear and tear, obsolescence, amortization, and
depletion of such property to the extent sustained. For the purpose of determin-
ing the amount of these adjustments the taxpayer who sells or otherwise disposes
of property acquired by gift shall be treated as the owner thereof from the time it
was acquired by the last preceding owner who did not acquire it by gift, and the
taxpayer who sells or otherwise disposes of property acquired by gift through an
inter vivos transfer in trust shall te treated as the owner from the time it was
acquired by the grantor.

No adjustment shall be made:

(1) for taxes or other carrying charges described in section 290.10, clause
11), or

(2) for expenditures described in section 290.09, subdivision 16 (relating to
circulation expenditures), for which deductions have been taken by the taxpayer
in determining taxable income for the taxable year or prior years.

Sec. 43. Minnesota Statutes 1984, section 290.14, is amended to read:
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290.14 GAIN OR LOSS ON DISPOSITION OF PROPERTY, BASIS.

Except as otherwise provided in this chapter, the basis for determining the
gain or loss from the sale or other disposition of property acquired on or after
January 1, 1933, shall be the cost to the taxpayer of such property, with the
following exceptions:

(1) If the property should have been included in the last inventory, it shall i
be the last inventory value thereof}

(2) If the property was acquired by gift, it shall be the same as it would be
if it were being sold or otherwise disposed of by the last preceding ownei not
acquiring it by gift; if the facts required for this determination cannot be
ascertained, it shall be the fair market value as of the date, or approximate date,
of acquisition by the last preceding owner, as nearly as the requisite facts can be
ascertained by the commissioner;

(3) If the property was acquired by gift through an inter vivos transfer in
trust, it shall be the same as it would be if it were being sold or otherwise
disposed of by the grantor;

(4) Except as otherwise provided in this clause, the basis of property in the
hands of a person acquiring the property from a decedent or to whom the
property passed from a decedent shall, if not sold, exchanged or otherwise
disposed of before the decedent’s death by the person, be the fair market value of
the property at the date of decedent’s death or, in the case of an election under
section 2032 (relating to alternate valuation) of the Internal Revenue Code of
1954, as amended through December 31, 1983, its valuation at the applicable
valuation date prescribed by that section, or in the case of an election under
section 2032A (relating to valuation of farm real property) of the Internal
Revenue Code of 1954, as amended through December 31, 1983, its value
determined by that section.

For the purposes of the preceding paragraph, the following property shall w
be considered to have been acquired from or to have passed from the decedent: |

(a) Property acquired by bequest, devise, or inheritance, or by the
decedent’s estate from the decedent;

(b) Property transferred by the decedent during his lifetime in trust to pay
the income for life to or on the order or direction of the decedent, with the right
reserved to the decedent at all times before his death to revoke the trust;

(c) Property transferred by the decedent during his lifetime in trust to pay
the income for life to or on the order or direction of the decedent with the right
reserved to the decedent at all times before his death to make any change in the

enjoyment thereof through the exercise of a power to alter, amend, or terminate
the trust;
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(d) Property passing without full and adequate consideration under a
general power of appointment exercised by the decedent by will;

(e) In the case of a decedent’s dying after December 31, 1956, property
acquired from the decedent by reason of death, form of ownership, or other
conditions (including property acquired through the exercise or non-exercise of a
power of appointment), if by reason thereof the property is required to be
included in determining the value of the decedent’s gross estate for Minnesota
inheritance or estate tax purposes. In this case, if the property is acquired before
the death of the decedent, the basis shall be the amount determined under the
first paragraph of this clause reduced by the amount allowed to the taxpayer as
deductions in computing taxable net income under this chapter or prior Min-
nesota income tax laws for exhaustion, wear and tear, obsolescence, amortization,
and depletion on the property before the death of the decedent. The basis shall
be applicable to the property commencing on the death of the decedent. This
paragraph shall not apply to annuities and property described in paragraphs (a),
(b),- (¢) and (d) of this clause.

This clause shall not apply to property which constitutes a right to receive
an item of income in respect of a decedent under section 290.077.

(5) If substantially identical property was acquired in the place of stocks
or securities which were sold or disposed of and in respect of which loss was not
allowed as a deduction under section 290.089 or section 290.09, subdivision 5, the
basis in the case of property so acquired shall be the same as that provided in
section 1091 of the Internal Revenue Code of 1954, as amended through
December 31, 1983.

(6) Neither the basis nor the adjusted basis of any portion of real property
shall, in the case of a lessor of the property, be increased or diminished on
account of income derived by the lessor in respect of the property and excludable
from gross income under section 290.08, subdivision 14.

If an amount representing any part of the value of real property attributa-
ble to buildings erected or other improvements made by a lessee in respect of the
property was included in gross income of the lessor for any taxable year
beginning before January 1, 1943, the basis of each portion of the property shall
be properly adjusted for the amount included in gross income.

(7) If the property was acquired by the taxpayer as a transfer of propesty
in exchange for the release of the taxpayer’s marital rights; the basis of the
p;epe%yshallbethesameasitweﬂdbeifitwembeingselde;e&he;wise
disposed of by the person who transferred the property to the taxpayer:

(8) The basis of property subject to the provisions of section 1034 of the

i

Internal Revenue Code of 1954, as amended through December 31, 1983 (relating
to the rollover of gain on sale of principal residence) shall be the same as the basis
for federal income tax purposes. The basis shall be increased by the amount of
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gain realized on the sale of a principal residence outside of Minnesota, while a

nonresident of this state, which gain was not recognized because of the provisions
of section 1034,

Sec. 44. Minnesota Statutes 1984, section 290.18, subdivision 2, is
amended to read:

Subd. 2. FEDERAL INCOME TAX PAYMENTS AND REFUNDS.
In the case of individuals, estates, or trusts electing to deduct federal income
taxes under section 290.088, the adjusted gross net income shall be computed by
deducting from the gross income assignable to this state under section 290.17,
first the deductions allowed under section 290.089, and second the deduction for
allowable federal income taxes determined under the provisions of sections 290.10
(8), (9) or (10), and 290.18. For purposes of the preceding sentence, federal
income tax shall include the foreign tax credit allowed under section 33 of the
Internal Revenue Code of 1954, as amended through December 31, 1983,

This deduction shall be allowed to individuals, estates, or trusts (i) for
taxable years beginning after December 31, 1980 in the taxable year to which the
liability applies. Such liability includes the portion of self-employment tax
allowed under section 290.10, clause (8). The self-employment tax must be
deducted by the person who is deriving the income. Whes the federal tax
Habﬂityisjeintandswe;alundestheeempumﬁenefajeimfedemlrewmef
husbandaﬂdwiﬁe;thefederalmxhabﬂitymustbespﬁtbseweenthespeusesin
thesamefaﬁethatthefedemladjustedgfessineemeefthatspeusebeamtethe
total federal adjusted gross income. Hor pusposes of the preceding sentence;
ﬁfede;aladjastedgmmineemeﬂiaeludestheerdina;yineemepe;ﬁenéfalump
suméistﬁbuﬁenasdeﬁnedinseeﬁen@%{e)efthehﬂemalkmnue@edeef
1954, as amended through December 31, 1983,

(ii) Taxes paid for a taxable year beginning before January 1, 1981 shall be
allowed as follows:

(1) Those taxes paid in a taxable year beginning before January 1, 1981,
shall be claimed in the year in which the payment was made,

(2) Those paid in a taxable year beginning after December 31, 1980 but
before January 1, 1983 shall be divided and deducted in equal installments
reflected by the yearly periods beginning with the first day of the taxable year in
which the payment was made and ending December 31, 1986. For an amount
whiehfemaiastebededustedinata*ableyea;beginniaga&e;Deeembe;%
Ms%wherethe&demlmhabﬂwyfermwmwmehthepaymemwasmade
mmmmmmm&amﬁmwefmm
andwité,themmainingameun&stebededaetedshaubeelaimedbythesame
spouse and in the same dollar amount as the deduction was claimed in the first
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(3) Those paid in a taxable year beginning after December 31, 1982 shall
be claimed in the year in which the payment was made. This amount shall be
appeséeaedbetweeﬂspeusesaspmvidedinelause@aadshaubeallocatedfor
exempt income under the provisions of section 290.10, clause (9) or (10) as
though the payment was part of the federal tax liability for the year in which the
payment was made. .

(4) In the case of a person who was self employed during all or a portion
of the taxable year, the federal income tax liability for purposes of this clause
shall be increased by the self-employment tax allowed under section 290.10,
clause (8). The self-employment tax shall be deducted in the year paid as
provided in paragraph (1), (2), or (3). The self-employment tax must be
deducted by the person who earned the income. Self-employment tax paid in a
taxable year beginning after December 31, 1982 shall be allocated for exempt
income as provided in paragraph (3).

(iii) If a taxpayer’s federal tax liability is eventually not paid by reason of
compromise, discharge, or court order, the deduction allowed pursuant to this
subdivision -shall be disallowed for the taxable year in which the liability was
accrued,

(iv) In the event a federal tax liability for a taxable year commencing after
December 31, 1980 is increased, decreased or modified, and such increase,
decrease or modification has resulted in a change in the amount of Minnesota
income tax in the year to which such increase, decrease or modification is
attributable, the taxpayer’s deduction under this subdivision shall be modified for

such year.

(v) If the readjustments required in (iif) or (iv) are for taxes reflected in
the transition rule described in (ii)(2), the readjustment shall be made equally to
the remaining installments and if a reduction to such installments is required
under this readjustment which exceeds the total of all remaining installments, the
remaining installments will be reduced to zero and the excess included in income
as a federal 1ncome tax refund.

(vi) Refunds which are not involved with any readjustments under the
transition rule shall be included in income under Minnesota Statutes 1982, section
290.01, subdivision 20a, clause (6) if it is from a year beginning before January 1,
1981.

(vii) Refunds of taxes for years beginning after December 31, 1980, shall
be used to adjust the deduction in the taxable year of the liability unless that year
is closed by statute and no other adjustments are to be required or allowable in
which case such refund shall be reportable in the year received.

Sec. 45. Minnesota Statutes 1984, section 290.19, subdivision 1, is
amended to read:
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Subdivision 1. COMPUTATION; BUSINESS CONDUCTED PART-
LY WITHIN STATE; APPORTIONMENT. The taxable net income from a
trade or business carried on partly within and partly without this state shall be
computed by deducting from the gross income of such business, wherever
derived, deductions of the kind permitted by section 290.09, so far as connected
with or allocable against the production or receipt of such income. The
remaining net income shall be apportioned to Minnesota as follows:

(1) If the business consists of the mining, producing, smelting, refining, or
any combination of these activities of copper and nickel ores, or of the manufac-
ture of personal property and the sale of said property within and without the
state, the remainder shall be apportioned to Minnesota on the basis of the

percentage obtained by taking the arithmetical average of the following three
percentages: ’

(a) The percentage which the sales made within this state is of the total
sales wherever made;

(b) The percentage which the total tangible property, real, personal, and
mixed, owned or rented, and used by the taxpayer in this state during the tax
period in connection with such trade or business is of the total tangible property,
real, personal, or mixed, wherever located, owned or rented and, used by the
taxpayer in connection with such trade or business during the tax period; and,

(c) The percentage which the taxpayer’s total payrolls paid or incurred in
this state or paid in respect to labor performed in this state in connection with
such trade or business is of the taxpayer’s total payrolls paid or incurred in
connection with such entire trade or business;

(d) The percentage of such remainder to be assigned to this state shall not
be in excess of the sum of the following percentages: 70 percent of the percentage
determined under clause (1) (a), 15 percent of the percentage determined under
clause (1) (b), and 15 percent of the percentage determined under clause (1) (c);

(2) (a) In all other cases the remainder shall be apportioned to Minnesota

on the basis of the percentage obtained by taking the arithmetical average of the
following three percentages:

(1) The percentage which the sales, gross earnings, or receipts from
business operations, in whole or in part, within this state bear to the total sales,
gross earnings, or receipts from business operations wherever conducted;

(2) The percentage which the total tangible property, real, personal, and
mixed, owned or rented, and used by the taxpayer in this state during the tax
period in connection with such trade or business is of the total tangible property,
real, personal, or mixed, wherever located, owned, or rented, and used by the
taxpayer in connection with such trade or business during the tax period; and

Changes or additions are indicated by underline, deletions by strikeent.

Copyright © 1985 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2352 LAWS of MINNESOTA for 1985 Ch. 14, Art. 1
FIRST SPECIAL SESSION

(3) The percentage which the taxpayer’s total payrolls paid or incurred in
this state or paid in respect to labor performed in this state in connection with
such trade or business is of the taxpayer’s total payrolls paid or incurred in
connection with such entire trade or business;

(4) The percentage of such remainder to be assigned to this state shall not
be in excess of the sum of the following percentages: 70 percent of the percentage
determined under clause (2) (a) (1), 15 percent of the percentage determined
under clause (2) (a) (2), and 15 percent of the percentage determined under clause

@ (@@ 3

(b) If the methods prescribed under clause (2) (a) will not properly reflect
taxable net income assignable to the state, there may be used, if practicable and if
such use will properly and fairly reflect such income, the percentage which the
sales, gross earnings, or receipts from business operations, in whole or in part,
within this state bear to the total sales, gross earnings, or receipts from business
operations wherever conducted; or the separate or segregated accounting meth-
od; however, for athletic teams when the visiting team does not share in the gate
receipts, all of the team’s income is apportioned to the state in which the team’s
operation is based;

(3) If the business consists exclusively of the selling of tangible personal
property and services in response to orders received by United States mail or
telephone, and 100 percent of the taxpayer’s property and payroll is within
Minnesota, then the taxpayer may apportion net income to Minnesota as
provided in clause (1) or (2), except that the percentage applicable in clause (D
or (2)(a)(4) shall be 100 percent of the percentage determined under clause (1)(a)
or (D(a)(1). In determining eligibility for this paragraph, the sale not in the

ordinary course of business of tangible or intangible assets used in conducting
business activities shall be disregarded.

(4) The sales, payrolls, earnings, and receipts referred to in this section
shall be those for the taxable year in respect of which the tax is being computed.
The property referred to in this section shall be the average of the property
owned or rented and used by the taxpayer during the taxable year in respect of
which the tax is being computed. For purposes of computing the property factor
referred to in this section, United States government property which is used by
the taxpayer shall be considered as being owned by the taxpayer.

Sec. 46. Minnesota Statutes 1984, section 290.21, subdivision 8, is
amended to read: .

Subd. 8. FOREIGN SOURCE ROYALTIES. (a) Rentals, fees, and
royalties accrued or received from a foreign corporation for the use of or for the
privilege of using outside of the United States patents, copyrights, secret processes
and formulas, good will, know-how, trademarks, trade brands, franchises, and
other like property. Rentals, fees, or royalties deducted under this subdivision
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shall not be included in the taxpayer’s apportionment factors under section
290.19, subdivision 1, clause (1)(a) or (2)(a)(1). The preceding sentence shall not
be construed to imply that nondeductible rentals, fees, and royalties from such
properties are or were included in or excluded from the apportionment factors
under any other provision of law.

(b) A corporation is allowed the deduction provided by this subdivision
only if during the taxable year it received or accrued at least 80 percent of its
gross income from sources as defined in clause (a) and from dividends received
from foreign corporations, Fhe A corporation’s gross income for purposes of
this clause paragraphs (b) and (c) shall be computed without regard to the
requirement of section 290.34, subdivision 2, that a combined report be filed
reflecting the entire income of the unitary business,

(c) For purposes of this subdivision, a foreign corporation is (i) a
corporation organized under the laws of a foreign country or the political
subdivision of a foreign country or (ii) a corporation which for the taxable year
derives at least 80 percent of its gross income from sources without the United
States, the commonwealth of Puerto Rico, and the possessions of the United
States. A foreign corporation does not include a DISC as defined in section
992(a) of the Internal Revenue Code of 1954, as amended through December 31,
1983,

(d) The deduction provided in this subdivision is allowed only with respect
to rentals, fees, and royalties that are included in a corporation’s Minnesota
taxable net income for the taxable year.

Sec. 47. Minnesota Statutes 1984, section 290.37, subdivision 1, is
amended to read:

Subdivision 1. PERSONS MAKING RETURNS, (a) The commissioner
of revenue shall annually determine the gross income levels at which individuals,
trusts, and estates shall be required to file a return for each taxable year. An
individual who is not a Minnesota resident for any part of the year is not required
to file a Minnesota income tax return if the individual’s Minnesota gross income
computed under section 290.06, subdivision 2c, clause ¢}ty (£)(1) is less than the
filing requirements for an individual who is a full year resident of Minnesota with
the same marital status and number of personal credits.

The decedent’s final income tax return, and all other income tax returns
for prior years where the decedent had gross income in excess of the minimum
amount at which an individual is required to file and did not file, shall be filed by
“his or her personal representative, if any. If there is no personal representative,
the return or returns shall be filed by the transferees as defined in section 290.29,
subdivision 3, who receive any property of the decedent.

e The trustee or other fiduciary of property held in trust shall file a return
«» with respect to the taxable net income of such trust if that exceeds an amount
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determined by the commissioner if such trust belongs to the class of taxable
persons.

Every corporation shall file a return. The commissioner may adopt rules
for the filing of one return on behalf of the members of an affiliated group of

corporations that are required to file a combined report if the affiliated group
includes a corporation subject to tax under section 290.361. The return in this

the case of a corporation shall be signed by an officer of a person designated by
the corporation.

The receivers, trustees in bankruptcy, or assignees operating the business
or property of a taxpayer shall file a return with respect to the taxable net income
of such taxpayer if that exceeds an amount on which a tax at the rates herein
provided would exceed the specific eredits allowed a return is required.

(b) Such return shall (1) be verified or contain a written declaration that it
is made under the penalties of criminal liability for willfully making a false return
correct and complete, and (2) shall contain language prescribed by the commis-
sioner providing a confession of judgment for the amount of the tax shown due
thereon to the extent not timely paid.

(c) For purposes of this subdivision the term “gross income” shall mean
gross income as defined in section 61 of the Internal Revenue Code of 1954, as
amended through December 31, 1983, modified and adjusted in accordance with
the provisions of sections 290.01, subdivision 20b, clauses (1), (6), and a9 (),
and (8), 290.08, and 290.17.

Sec. 48. Minnesota Statutes 1984, section 290.38, is amended to read:

290.38 JOINT RETURNS OF HUSBAND AND WIEE MARRIED
PERSONS.

A husband and wife may make a single return jointly even though one of
the spouses has neither gross income nor deductions must file 2 joint Minnesota
income tax return if they filed a joint federal income tax return. If a joint return
is made the tax shall be computed on the aggregate income and the liability with
respect to the tax shall be joint and several. If beth the husband and wife have
sross income elected to file separate federal income tax returns they may elect to
either file a single return jointly or may must file separate Minnesota jincome tax
returns pursuant to -this section or as provided in section 290:39; subdivision 2.
This election to file a joint or separate returns may must be changed within the
period provided for the assessment of additional taxes on said return or returns if
they change their election for federal purposes. In the event taxpayers desire to
change their election, such change shall be done in the manner and on such form

as the commissioner shall prescribe by zegulation rule.

No joint return shall be made if the husband and wife have different
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different days because of the death of either or of beth; then the joint return may
be made with respect to the taxable year of each, The above exception shall not
‘apply if the surviving spouse remarries before the close of his taxable year or if
the taxable year of either spouse is a fractional part of a year under section 29032
The determmatlon of whether an 1nd1v1dua1 is married 1s made as of the close of

who is is legally separated from g spouse under a decree o_f dlvorce, dlssolut1on, or
of separate maijntenance js not considered to be married.

In the case of the death of one spouse or both spouses the joint return with
respect to the decedent may be made only by the personal representative of his
estate; except that in the case of the death of one spouse the joint return may be
made by the surviving spouse with respect to both himself and the decedent if (a)
no return for the taxable year has been made by the decedent, (b) no personal
representative has been appointed, and (c) no personal representative is appointed
before the last day prescribed by law for filing the return of the surviving spouse.
If a personal representative of the estate of the decedent is appointed after the
joint return has been filed by the surviving spouse, the personal representative
may disaffirm such joint return by filing, within one year after the last day
prescribed by law for filing the return of the surviving spouse, a separate return
for the taxable year of the decedent with respect to which the joint return was
made, in whlch case the return made by the survxvor shall constitute his separate

Hhusbaﬂdandwﬁedeteﬁmmethemfederalmeemetaxenajemm
but determine their Minnesota income taxes separately; they shall determine their
anesetagressmeemeseparatelyas#thewfede;aladjuswdgmssmeemeshad
been determined separately.

Sec. 49. Minnesota Statutes 1984, section 290.41, subdivision 2, is
amended to read:

Subd. 2. BY PERSONS, CORPORATIONS, COOPERATIVES,
GOVERNMENTAL ENTITIES OR SCHOOL DISTRICTS. Every person,
corporation, or cooperative, the state of Minnesota and its political subdivisions,
and every city, county and school district in Minnesota, making payments in the
regular course of a trade or business during the taxable year to any person or
corporation of $600 or more on account of rents or royalties, or of $10 or more
on account of interest, or $10 or more on account of dividends or patronage
dividends, or $600 or more on account of either wages, salaries, commissions,
fees, prizes, awards, pensions, annuities, or any other fixed or determinable gains,
profits or income, not otherwise reportable under section 290.92, subdivision 7, or
on account of earnings of $10 or more distributed to its members by savings,
building and loan associations or credit unions chartered under the laws of this
state or the United States, (a) shall make a return (except in cases where a valid
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agreement to participate in the combined federal and state information reporting
system has been entered into, and such return is therefore filed only with the
commissioner of internal revenue pursuant to the applicable filing and informa-
tional reporting requirements of the Internal Revenue Code of 1954 as amended
through December 31, 1983) in respect to such payments in excess of the
amounts specified, giving the names and addresses of the persons to whom such
payments were made, the amounts paid to each, and (b) shall make a return in
respect to the total number of such payments and total amount of such payments,
for each category of income specified, which were in excess of the amounts
specified. This subdivision shall not apply to the payment of interest or
dividends to a person who was a nonresident of Minnesota for the entire year.

A person, corporation, or cooperative required to file returns under this
subdivision on interest, dividends, or patronage dividend payments with respect
to more than 50 payees for any calendar year must file all of these returns on
magnetic media unless the person establishes to the satisfaction of the commis-
sioner that compliance with this requirement would be an undue hardship.
in section 356.61 in which the employer picks up the employee contributions
exten&pess&ble;w&htheaame;address,andsee&alseeuﬂtyaumberefeaeh

Sec. 50. [290.491] TAX ON GAIN; DISCHARGE IN BANKRUPT-
CY. -

Any tax due under this chapter on a gain realized on a forced sale
pursuant to foreclosure of a mortgage or other security interest in agricultural
production property, other real property, or equipment, used in a farm business
that was owned and operated by the taxpayer shall be a dischargeable debt in a
bankruptcy proceeding under United States Code, title 11, section 727. A gain

property sold. For purposes of this section, “insolvent’” means insolvent as
defined in section 108(d)(3) of the Internal Revenue Code of 1954, as amended
through December 31, 1984.

Sec. 51. Minnesota Statutes 1984, section 290.50, subdivision 3, is
amended to read:

Subd, 5. OVERPAYMENTS; CREDITS AND REFUNDS. (a) If the
amount allowable as a credit under section 290.92, subdivision 12 (relating to
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credit for tax withheld at source) or an amount determined to be an overpayment
under section 290.93, subdivision 9, or 290.936 exceeds the taxes imposed by this
chapter against which such credit is allowable the amount of such excess shall be
considered an overpayment. An amount paid as tax shall constitute an over-
payment even if in fact there was no tax liability with respect to which such
amount was paid.

(b) Notwithstanding any other provision of law to the contrary, in the case
of any overpayment the commissioner, within the applicable period of limitations,
may credit the amount of such overpayment against any liability in respect of
Minnesota income tax on the part of the person who made the overpayment or
against any liability in respect to Minnesota income tax on the part of either
spouse who shall have filed a joint or combined return for the taxable year in
which the overpayment was made and shall refund any balance of more than one
dollar tosuch person if the taxpayer shall so request.

The commissioner is authorized to prescribe rules providing for the
crediting against the estimated income tax for any taxable year of the amount
determined by the commissioner to be an overpayment of the income tax for a
preceding taxable year.

Sec. 52. Minnesota Statutes 1984, section 290.50, subdivision 6, is
amended to read:

Subd. 6. WITHHOLDING OF REFUNDS FROM CHILD SUP-
PORT DEBTORS. Upon a finding by a court of this state that a person
obligated to pay child support is delinquent in making payments, the amount of
child support unpaid and owing including attorneys fees and costs incurred in
ascertaining or collecting child support shall be withheld from a refund due the
person under this section. The public agency responsible for child support
enforcement or the parent or guardian of a child for whom the support, attorneys
fees and costs are owed may petition the district or county court for an order
providing for the withholding of the amount of child support, attorneys fees and
costs unpaid and owing as determined by court order. The person from whom
the refund may be withheld shall be notified of the petition pursuant to the rules
of civil procedure prior to the issuance of an order pursuant to this subdivision.
The order may be granted on a showing to the court that required support
payments, attorneys fees and costs have not been made when they were due.

On order of the court, the money shall be withheld by the commissioner
from the refund due to the person obligated to pay and the amount withheld shall
be remitted to the public agency responsible for child support enforcement or to
the parent or guardian petitioning on behalf of the child, provided that any
delinquent tax obligations of the taxpayer owed to the revenue department shall
be satisfied first. Any amount received by the responsible public agency or the
petitioning parent or guardian in excess of the amount of public assistance
expended for the benefit of the child to be supported, or the amount of any
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support, attorneys fees and costs that had been the subject of the claim pursuant
to this subdivision which has been paid by the taxpayer prior to the diversion of
the refund, shall be remitted to the person entitled to the money. If the refund is
based on a joint ez combined return, the portion of the refund that shall be
remitted to the petitioner shall be the proportion of the total refund that equals
the proportion of the total federal adjusted gross income of the spouses that is the
federal adjusted gross income of the spouse who is delinquent in making the child
support payments. A petition filed pursuant to this subdivision shall be in effect
with respect to any refunds due under this section until the support money,
attorneys fees and costs have been paid in full or the court orders the commis-
sioner to discontinue withholding the money from the refund due the person
obligated to pay the support, attorneys fees and costs. If a petition is filed
pursuant to this subdivision and a claim is made pursuant to chapter 270A with
respect to the same individual’s refund and notices of both are received prior to
the time when payment of the refund is made on either claim, the claim relating
to the liability that accrued first in time shall be paid first; any amount of the
refund remaining shall then be applied to the other claim. The provisions of
section 290.61 shall not prohibit the exchange of information among the depart-
ment, the petitioner, and the court to the extent necessary to accomplish the
intent of this subdivisien.

Sec. 53. Minnesota Statutes 1984, section 290.92, subdivision 2a, is
amended to read:

Subd. 2a. COLLECTION AT SOURCE. (1) DEDUCTIONS. Every
employer making payment of wages shall deduct and withhold upon such wages a
tax as provided in this section.

(2) WITHHOLDING ON PAYROLL PERIOD. The employer shall
withhold the tax on the basis of each payroll period or as otherwise provided in
this section.

(3) WITHHOLDING TABLES. Unless the amount of tax to be withheld
is determined as provided in subdivision 3, the amount of tax to be withheld for
each individual shall be based upon tables to be prepared and distributed by the
commissioner. The tables shall be computed for the several permissible with-
holding periods and shall take account of exemptions allowed under this section;
and the amounts computed for withholding shall be such that the amount
withheld for any individual during his taxable year shall approximate in the
aggregate as closely as possible the tax which is levied and imposed under this
chapter for that taxable year, upon his salary, wages, or compensation for
personal services of any kind for the employer, and shall take into consideration
the allowable optional deduction for federal income tax and the deduction
allowable under section 290.089, subdivision 3, and the personal credits allowed

against the tax.
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(4) MISCELLANEOUS FAYROLL PERIOD. If wages are paid with
respect to a period which is not a payroll period, the amount to be deducted and
withheld shall be that applicable in the case of a miscellaneous payroll period

. containing a number of days, including Sundays and holidays, equal to the
number of days in the period with respect to which such wages are paid.

(5) MISCELLANEOUS PAYROLL PERIOD. (a) In any case in which
wages are paid by an employer without regard to any payroll period or other
period, the amount to be deducted and withheld shall be that applicable in the
case of a miscellaneous payroll period containing a number of days equal to the
number of days, including Sundays and holidays, which have elapsed since the
date of the last payment of such wages by such employer during the calendar
year, or the date of commencement of employment with such employer during
such year, or January 1 of such year, whichever is the later.

(b) In any case in which the period, or the time described in clause (a), in
respect of any wages is less than one week, the commissioner, under regulations
prescribed by him, may authorize an employer to determine the amount to be
deducted and withheld under the tables applicable in the case of a weekly payroll
period, in which case the aggregate of the wages paid to the employee during the
calendar week shall be considered the weekly wages.

(6) WAGES COMPUTED TO NEAREST DOLLAR. If the wages
exceed the highest bracket, in determining the amount to be deducted and
withheld under this subdivision, the wages may, at the election of the employer,
be computed to the nearest dollar.

(7) REGULATIONS ON WITHHOLDING, The commissioner may, by
regulations rule, authorize employers:

(a) To estimate the wages which will be paid to any employee in any
quarter of the calendar year;

(b) To determine the amount to be deducted and withheld upon each
payment of wages to such employee during such quarter as if the appropriate
average of the wages so estimated constituted the actual wages paid; and

(c) To deduct and withhold upon any payment of wages to such employee
during such quarter such amount as may be necessary to adjust the amount
actually deducted and withheld upon wages of such employee during such
quarter to the amount required to be deducted and withheld during such quarter
without regard to this paragraph (7).

(8) ADDITIONAL WITHHOLDING. The commissioner is authorized to
provide by rule for increases or decreases in the amount of withholding otherwise
required under this section in cases where the employee requests the changes.
Such additional withholding shall for all purposes be considered tax required to
be deducted and withheld under this section.
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(9) TIPS, In the case of tips which constitute wages, this subdivision shall
be applicable only to such tips as are included in a written statement furnished to
the employer pursuant to section 6053 of the Internal Revenue Code of 1954, as
amended through December 31, 1983, and only to the extent that the tax can be
deducted and withheld by the employer, at or after the time such statement is so
furnished and before the close of the calendar year in which such statement is
furnished, from such wages of the employee (excluding tips, but including funds
turned over by the employee to the employer for the purpose of such deduction
and withholding) as are under the control of the employer; and an employer who
is furnished by an employee a written statement of tips (received in a calendar
month) pursuant to section 6053 of the Internal Revenue Code of 1954 as
amended through December 31, 1983 to which subdivision 1 is applicable may
deduct and withhold the tax with respect to such tips from any wages of the
employee (excluding tips) under his control, even though at the time such
statement is furnished the total amount of the tips included in statements
furnished to the employer as having been received by the employee in such
calendar month in the course of his employment by such employer is less than
$20. Such tax shall not at any time be deducted and withheld in an amount
which exceeds the aggregate of such wages and funds as are under the control of
the employer minus any tax required by other provisions of state or federal law to
be collected from such wages and funds.

Sec. 54. Minnesota Statutgs 1984, section 290.92, subdivision 18, is
amended to read:

Subd. 18. RETURNS; CONFESSION OF JUDGMENT. Any return
that is required to be filed with the commissioner of revenue under this section
shall (a) contain a written declaration that it is made under the penalties of

criminal liability for wilfully making a false return correct and complete, and (b)
shall contain language prescribed by the commissioner providing a confession of
judgment for the amount of the tax shown due thereon to the extent not timely

paid.

Sec. 55. Minnesota Statutes 1984, section 290.92, subdivision 19, as
amended by Laws 1985, chapter 210, article 1, section 14, is amended to read:

Subd. 19. EMPLOYEES INCURRING NO INCOME TAX LIABILI-
TY. Notwithstanding any other provision of this section, except the provisions
of subdivision 5a, an employer shall not be required to deduct and withhold any
tax under this chapter upon a payment of wages to an employee if there is in
effect with respect to such payment a withholding exemption certificate, in such
form and containing such other information as the commissioner may prescribe,
furnished to the employer by the employee certifying that the employee

(a) incurred no liability for income tax imposed under this chapter for his
preceding taxable year, and :
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(b) anticipates that he will incur no liability for income tax imposed under
this chapter for his current taxable year. When an employee anticipates no
liability for the current taxable year because of the provision contained in section
ing; except for the provisions of subdivision 5a- The commissioner shall by rule
provide for the coordination of the provisions of this subdivision with the
provisions of subdivision 7.

Sec. 56. Minnesota Statutes 1984, section 290,92, subdivision 21, is
amended to read:

Subd. 21. EXTENSION OF WITHHOLDING TO UNEMPLOY-
MENT COMPENSATION BENEFITS. For purposes of this section, any
supplemental unemployment compensation benefit paid to an individual to the
extent includable in such individual’s Minnesota adjusted gross income, shall be
treated as if it were a payment of wages by an employer to an employee for a
payroll period.

Sec. 57. Minnesota Statutes 1984, section 290.931, subdivision 1, is
amended to read:

Subdivision 1. REQUIREMENTS OF DECLARATION. Every corpo-
ration subject to taxation under this chapter (excluding section 290.92) shall
make a declaration of estimated tax for the taxable year if its tax liability so
rules prescribed by the commissioner for an affiliated group of corporations
electing to file one return as permitted by rules prescribed under section 290.37,
subdivision 1.

Sec. 58. Minnesota Statutes 1984, section 290A.03, subdivision 3, as
amended by Laws 1985, chapter 210, article 2, section 9, is amended to read:

Subd. 3. INCOME. (1) “Income” means the sum of the following:

(a) federal adjusted gross income as defined in the Internal Revenue Code
of 1954 as amended through December 31; 1983 May 25, 1985; and |

(b) the sum of the following amounts to the extent not included in clause

(a):

(i) additions to federal adjusted gross income as provided in Minnesota
Statutes, section 290.01, subdivision 20a, clauses (1), (2), (3), and (4); 9); {10,
and (14);

(i) all nontaxable income;
(iii) recognized net long term capital gains;

(iv) dividends and interest excluded from federal adjusted gross income
under sections section 116 or 128 of the Internal Revenue Code of 1954;
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(v) cash public assistance and relief;

(vi) any pension or annuity (including railroad retirement benefits, all
payments received under the federal social security act, supplemental security
income, and veterans benefits), which was not exclusively funded by the claimant
or spouse, or which was funded exclusively by the claimant or spouse and which
funding payments were excluded from federal adjusted gross income in the years
when the payments were made;

(vii) nontaxable interest received from the state or federal government or
any instrumentality or political subdivision thereof;

(viii) workers’ compensation;
(ix) unemployment benefits;
(x) nontaxable strike benefits;

(xi) the gross amounts of payments received in the nature of disability
income or sick pay as a result of accident, sickness, or other disability, whether
funded through insurance or otherwise; and

(xii) the ordinary income portion of a lump sum distribution under section
402(e) of the Internal Revenue Code of 1954.

In the case of an individual who files an income tax return on a fiscal year
basis, the term “federal adjusted gross income” shall mean federal adjusted gross
income reflected in the fiscal year ending in the calendar year. Federal adjusted
gross income shall not be reduced by the amount of a net operating loss
carryback.

(2) “Income” does not include

(2) amounts excluded pursuant to the Internal Revenue Code, Sections
101¢a), 102, 117, and 121;

(b) amounts of any pension or annuity which was exclusively funded by
the claimant or spouse and which funding payments were not excluded from
federal adjusted gross income in the years when the payments were made;

{(c) surplus food or other relief in kind supplied by a governmental agency;
(d) relief granted under this chapter; or

(e) child support payments received under a temporary or final decree of
dissolution or legal separation; er

() federal adjusted gross income shall be reduced by wage or salary
expense which is not allowed as a deduction under provisions of section 280C of
the Internal Revenue Code of 1954,

Sec. 59. REPEALER.
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(a) Minnesota Statutes 1984, sections 41.58, subdivision 3; 41.59, subdivi-
sions 2 and 3; 62E.03, subdivision 2; 290.01, subdivisions 20c @ 26; 290.012;
290.06, subdivision 3d, as amended lgy Laws 1985, chapter 210, article 2, section
1, subdivisions 3e, & 16, 17, 18, and 19; 290.077, subdivision 4; 290.08,
subdivisions 23 and 24; 290.089, subd1v1sxons 4 and 6; 290.09, subdlvmon 29;
290.101, as amended by Laws 1985, chapter 210, article 2, section 4; 290.18,
subdivision 4; 290.39, subdivision 2; 290.41, subdivision 5; Laws 1982, chapter
523, article VII, section 3; and Laws 1984, chapter 502, article 2, section 4, are

repealed.
(b) Minnesota Statutes 1984, section 290.069, subdivision 4 is repealed.
Sec. 60. CARRYOVER OF FARM LOSS DEDUCTION.

Any remaining balance of the deductions attributable to farming, after any
carryback or carryover deductions allowed under Minnesota Statutes 1984,
section 290.09, subdivision 29 in taxable years beginning before January 1, 1985,
may be carried forward to taxable years beginning after December 31, 1984. The
deductions carried over to taxable years beginning after December 31 1984, shall
be allowed in an amount up to gross income or, in ghg case of a corporation,
taxable net income. The term “gross income” includes the ordinary income
portion of a lump sum distribution as defined in section 402(e) of the Internal
Revenue Code of 1954, as amended through December 31, 1984,

For purposes of this section, “remaining balance” means the amount that
would be allowable under 1 the carryover provisions of Minnesota Statutes 1984,
section 290.09, subdivision 29 paragraph (o), for taxable year 1985, if the income
limitations under Minnesota Statutes 1984, section 290.09, subdivision 2 29, were
not applicable. The carryover deduction provided in this section is deductible i in
computing alternative minimum taxable income for purposes of section 290.091.

Sec. 61. EFFECTIVE DATE.

Except as otherw1se provided, sectlons 1 to 23, 31 to 44, 46 to 49 51 to

beginning after December 31 1985 The provisions of Minnesota Statutes 1984,
section 290.069, subdivisions 1to3, ﬂ 4a to 7 remain in effect as amended,

provided that the credits are repealed as provided in section 29. " Section 59,
paragraph M) is is effective for qualified small businesses certlﬁed after June 30

26 to 30 conformmg to the rgpeal of anesota Statutes, section 290. 069,
subdivision 4, are effective at at the same time. The amendment to Minnesota
Statutes 1984 section 290.10, clause (8) in section 41 changing the percentage of
deductible self-employment tax is effective for taxable years begmnmg after
December 31, 1985, Section 4 gg is effective fo_r taxable years beginning g_ftg

December ﬂ 1984 and before January 1, 1989. Sections 50, 57 and the
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amendment to Minnesota Statutes 1984, section 290.37, subdivision 1, paragraph
(a), in section 47, authorizing the adoption of rules, are effective the day after
final enactment. The provision in section 58, clause(1)(a), updating the reference
to the Internal Revenue Code, is effective for claims based on rent paid in 1984
and thereafter and property taxes payable in 1985 and thereafter. The balance of
section 58 is effective for claims based on rent paid in 1985 and thereafter and
property taxes payable in 1986 and thereafter.

ARTICLE 2
SALES AND EXCISE TAXES
Section' 1. Minnesota Statutes 1984, section 296.01, subdivision 24, is
amended to read:

Subd. 24. AGRICULTURAL ALCOHOL GASOLINE. “Agricultural
alcohol gasoline” means a gasoline blend at least up to ten percent of which is
agriculturally derived fermentation ethyl aleehel ethanol of a purity of at least 99
percent, determined without regard to any added denaturants, denatured in
conformity with one of the approved methods set forth by the United States
Department of Treasury, Bureau of Alcohol, Tobacco and Firearms, and derived
from agricultural products such as cereal grains, cheese whey, sugar beets, or
forest products or other renewable resources; distilled in the United States and

derived from agricultural products produced in the United States.

Sec. 2. Minnesota Statutes 1984, section 296.02, subdivision 7, is amend-
ed to read:

Subd. 7. TAX REDUCTION FOR AGRICULTURAL ALCOHOL
GASOLINE. The tax on gasoline imposed by subdivision 1 shall be reduced by
two cents per gallon beginning July 1; 1983; and continuing through June 30;
1985; and four cents per gallon beginning July 1; 1985; and continuing through
June 30; 1992, for gasocline which is agricultural aleohol gasoline as defined in
section 296.01; subdivision 24; which is blended by a distributor with alechel
distilled in the United States from agricultural products produced in the United
States, and which is used on the public highways of this state: The tax imposed
by this subdivision shall be payable at the same time; and collected in the same

credit on each gallon of fuel grade alcohol commercially blended with gasoline or

blended in a tank trunk with gasoline on which the tax imposed by subdivision 1
is due and payable. The amount of the credit is 40 cents for every gallon of
fuel-grade alcohol blended with gasoline to produce agricultural alcohol gasoline.
The credit allowed a distributor must not exceed the total tax liability under
subdivision 1. The tax credit received by a distributor on alcohol blended with

motor fuels shall be passed on to the retailer.
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Sec. 3. Minnesota Statutes 1984, section 296.02, subdivision 8, is amend-
ed to read:

Subd, 8. TAX REDUCTION FOR AGRICULTURAL ALCOHOL
GASOLINE SOLD IN BULK TO GOVERNMENT OR FOR SCHOOL
TRANSPORTATION, The tax on gasoline imposed by subdivision 1 shall be
reduced by eight cents per gallon beginning January 1; 1984; and continuing
through June 30; 1992, for gascline which is agricultural alcohel gasoline as
defined in section 296.01; subdivision 24; meets the criteria established in
subdivision 7; and A distributor shall be allowed a credit of 80 cents for every
gallon of fuel grade alcohol blended with gasoline to produce agricultural alcohol
gasoline which is sold in bulk to the state, local units of government, or for use in
the transportation of pupils to and from scheel er school-related events in school
buses vehicles. This reduction is in lieu of the reductions provided in subdivision
7.

Sec. 4. Minnesota Statutes 1984, section 296.18, subdivision 1, as
amended by Laws 1985, chapter 248, section 50, is amended to read:

Subdivision 1. GASOLINE OR SPECIAL FUEL USED IN OTHER
THAN MOTOR VEHICLES. Any person who shall buy and use gasoline for a
qualifying purpose other than use in motor vehicles, snowmobiles, or motorboats,
or special fuel for a qualifying purpose other than use in licensed motor vehicles,
and who shall have paid the Minnesota excise tax directly or indirectly through
the amount of the tax being included in the price of the gasoline or special fuel,
or otherwise, shall be reimbursed and repaid the amount of the tax paid by him
upon filing with the commissioner a signed claim in writing in the form and
containing the information the commissioner shall require and accompanied by
the original invoice thereof. By signing any such claim which is false or
fraudulent, the applicant shall be subject to the penalties provided in this section
for knowingly making a false claim. The claim shall set forth the total amount
of the gasoline so purchased and used by him other than in motor vehicles, or
special fuel so purchased and used by him other than in licensed motor vehicles,
and shall state when and for what purpose it was used. When a claim contains
an error in computation or preparation, the commissioner is authorized to adjust
the claim in accordance with the evidence shown on the claim or other
information available to him. If the commissioner is satisfied that the claimant is
entitled to the payments, he shall approve the claim and transmit it to the
commissioner of finance. No repayment shall be made unless the claim and
invoice shall be filed with the commissioner within one year from the date of the
purchase. The postmark on the envelope in which the claim is mailed shall
determine the date of filing. The words “gasoline” or “special fuel” as used in
this subdivision do not include aviation gasoline or special fuel for aircraft.
Gasoline or special fuel bought and used for a “qualifying purpose” means:
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(1) Gasoline or special fuel used in carrying on a trade or business, used
on a farm situated in Minnesota, and used for a farming purpose. “Farm” and
“farming purpose” have the meanings given them in section 6420(c)(2), (3), and
(4) of the Internal Revenue Code of 1954, as amended through December 31,
1983.

(2) Gasoline or special fuel used for off-highway business use. “Off-high-
way business use” means any use by a person in that person’s trade, business, or
activity for the production of income. “Off-highway business use” does not
include use as a fuel in a motor vehicle which, at the time of use, is registered or
is required to be registered for highway use under the laws of any state or foreign

country.
(3) Gasoline or special fuel placed in the fuel tanks of new motor vehicles,

manufactured in Minnesota, and shipped by interstate carrier to destinations in
other states or foreign countries.

Sec. 5. Minnesota Statutes 1984, section 296.22, subdivision 13, is
amended to read:

Subd. 13. GASOLINE-ALCOHOL BLENDS; IDENTIFICATION.
When gasoline blended with alcohol is sold, offered for sale, or dispensed for use
in motor vehicles, the dispenser shall be clearly marked to identify each type of
alcohol, if more than one percent by volume, blended with the gasoline. The
marking shall consist of a white or yellow adhesive decal not less than two inches
by six inches with clearly printed black lettering not less than one-half inch high
and one-eighth inch in stroke. The marking shall be conspicuously displayed on
the front side of the dispenser and state that the gasoline “CONTAINS ETHA-
NOL” or “CONTAINS METHANOL” or has been improved “WITH ETHA-
NOL ENRICHMENT.” This subdivision does not prohibit the posting of other
alcohol or additive information.

Sec. 6. Minnesota Statutes 1984, section 297A.01, subdivision 15, is
amended to read:

Subd. 15. “Farm machinery” means new or used machinery, equipment,
implements, accessories and contrivances used directly and principally in the
production for sale, but not including the processing, of livestock, dairy animals,
dairy products, poultry and poultry products, fruits, vegetables, forage, grains
and bees and apiary products. “Farm machinery” shall include machinery for
the preparation, seeding or cultivation of soil for growing agricultural crops,
harvesting and threshing of agricultural products, and certain machinery for
dairy, livestock and poultry farms, together with barn cleaners, milking systems,
grain dryers, automatic feeding systems and similar installations. Irrigation
equipment sold for exclusively agricultural use, including pumps, pipe fittings,
valves, sprinklers and other equipment necessary to the operation of an irrigation
system when sold as part of an irrigation system, except irrigation equipment
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which is situated below ground and considered to be a part of the real property,
shall be included in the definition of farm machinery. Logging equipment,
exeept including chain saws used for logging only if the engine displacement
equals or exceeds five cubic inches, shall be included in the definition of farm
machinery. Repair or replacement parts for farm machinery shall not be
included in the definition of farm machinery.

Tools, shop equipment, grain bins, feed bunks, fencing material, communi-
cation equipment and other farm supplies shall not be considered to be farm
machinery, “Farm machinery” does not include motor vehicles taxed under
chapter 297B, snowmobiles, snow blowers, lawn mowers, garden-type tractors or
garden tillers and the repair and replacement parts for those vehicles and
machines.

Sec. 7. Minnesota Statutes 1984, section 297A.02, subdivision 2, is
amended to read:

Subd. 2. MACHINERY AND EQUIPMENT. Notwithstanding the
provisions of subdivision 1, the rate of the excise tax imposed upon sales of farm
machinery; special tooling, and capital equipment is four percent and upon sales
of farm machinery is two percent.

Sec. 8. Minnesota Statutes 1984, section 297A.14, is amended to read:

. 297A.14 USING, STORING OR CONSUMING TANGIBLE PER-
SONAL PROPERTY; ADMISSIONS; UTILITIES,

For the privilege of using, storing or consuming in Minnesota tangible
personal property, tickets or admissions to places of amusement and athletic
events, electricity, gas, and local exchange telephone service purchased for use,
storage or consumption in this state, a use tax is imposed on every person in this
state at the rate of six percent of the sales price of sales at retail unless the tax
imposed by section 297A.02 was paid on the sales price. Notwithstanding the
provisions of the preceding sentence, the rate of the use tax imposed upon the
sales price of sales of farm machinery; special tooling, and capital equipment is
four percent and upon the sales price of sales of farm machinery is two percent.

A motor vehicle subject to tax under this section shall be taxed at its fair
market value at the time of transport into Minnesota if the motor vehicle was
acquired more than three months prior to its transport into this state.

Sec. 9. Minnesota Statutes 1984, section 297A.25, subdivision 1, is
amended to read:

Subdivision 1. The following are specifically exempted from the taxes
imposed by sections 297A.01 to 297A.44:

(a) The gross receipts from the sale of food products including but not-
limited to cereal and cereal products, butter, cheese, milk and milk products,
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oleomargarine, meat and meat products, fish and fish products, eggs and egg
products, vegetables and vegetable products, fruit and fruit products, spices and
salt, sugar and sugar products, coffee and coffee substitutes, tea, cocoa and cocoa
products, and food products which are not taxable pursuant to section 297A.01,
subdivision 3, clause (c) and which are sold by a retailer, organized as a nonprofit
corporation or association, within a place located on property owned by the state
or an agency or instrumentality of the state, the entrance to which is subject to an
admission charge. This exemption does not include the following:

() candy and candy products, except when sold for fundraising purposes
by a nonprofit organization that provides educational and social activities for
young people primarily aged 18 and under;

(ii) carbonated beverages, beverages commonly referred to as soft drinks
containing less than 15 percent fruit juice, or bottled water other than noncarbo-
nated and noneffervescent bottled water sold in individual containers of one-half
gallon or more in size;

(b) The gross receipts from the sale of prescribed drugs and medicine
intended for use, internal or external, in the cure, mitigation, treatment or
prevention of illness or disease in human beings and products consumed by
humans for the preservation of health, including prescription glasses, therapeutic
and prosthetic devices, but not including cosmetics or toilet articles notwithstand-
ing the presence of medicinal ingredients therem

(c) The gross receipts from the sale of and the storage, use or other
consumption in Minnesota of tangible personal property, tickets, or admissions,
electricity, gas, or local exchange telephone service, which under the Constitution
or laws of the United States or under the Constitution of Minnesota, the state of
Minnesota is prohibited from taxing;

(d) The gross receipts from the sale of tangible personal property (i)
which, without intermediate use, is shipped or transported outside Minnesota by
the purchaser and thereafter used in a trade or business or is stored, processed,
fabricated or manufactured into, attached to’or incorporated into other tangible
personal property transported or shipped outside Minnesota and thereafter used
in a trade or business outside Minnesota, and which is not thereafter returned to
a point within Minnesota, except in the course of interstate commerce (storage
shall not constitute intermediate use); provided that the property is not subject to
tax in that state or country to which it is transported for storage or use, or, if
subject to tax in that other state, that state allows a similar exemption for
property purchased therein and transported to Minnesota for use in this state;
except that sales of tangible personal property that is shipped or transported for
use outside Minnesota shall be taxed at the rate of the use tax imposed by the
state to which the property is shipped or transported, unless that state has no use
tax, in which case the sale shall be taxed at the rate generally imposed by this
state;- and provided further that sales of tangible personal property to be used in
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other states or countries as part of a maintenance contract shall be specifically
exempt; or (i) which the seller delivers to a common carrier for delivery outside
Minnesota, places in the United States mail or parcel post directed to the
purchaser outside Minnesota, or delivers to the purchaser outside Minnesota by
means of the seller’s own delivery vehicles, and which is not thereafter returned
1o a point within Minnesota, except in the course of interstate commerce;

(e) The gross receipts from the sale of packing materials used to pack and
ship household goods, the ultimate destination of which is outside the state of
Minnesota and which are not thereafter returned to a point within Minnesota,
except in the course of interstate commerce;

(f) The gross receipts from the sale of and storage, use or consumption of
petroleum products upon which a tax has been imposed under the provisions of
chapter 296, whether or not any part of said tax may be subsequently refunded;

(g) The gross receipts from the sale of clothing and wearing apparel except
the following:

(i) all articles commonly or commercially known as jewelry, whether real
or imitation; pearls, precious and semi-precious stones, and imitations thereof:
articles made of, or ornamented, mounted or fitted with precious metals or
imitations thereof; watches; clocks; cases and movements for watches and
clocks; gold, gold-plated, silver, or sterling flatware or hollow ware and silver-
plated hollow ware; opera glasses; lorgnettes; marine glasses; field glasses and
binoculars; '

(ii) articles made of fur on the hide or pelt, and articles of which such fur
is the component material or chief value, but only if such value is more than
three times the value of the next most valuable component material;

(iif) perfume, essences, extracts, toilet waters, cosmetics, petroleum jellies,
hair oils, pomades, hair dressings, hair restoratives, hair dyes, aromatic cachous
and toilet powders. The tax imposed by this act shall not apply to lotion, oil,
powder, or other article intended to be used or applied only in the case of babies;

(iv) trunks, valises, traveling bags, suitcases, satchels, overnight bags, hat
boxes for use by travelers, beach bags, bathing suit bags, brief cases made of
leather or imitation leather, salesmen’s sample and display cases, purses, hand-
bags, pocketbooks, wallets, billfolds, card, pass, and key cases and toilet cases;

(h) The gross receipts from the sale of and the storage, use, or consump-
tion of all materials, including chemicals, fuels, petroleum products, lubricants,
packaging materials, including returnable containers used in packaging food and
beverage products, feeds, seeds, fertilizers, electricity, gas and steam, used or
consumed in agricultural or industrial production of personal property intended
to be sold ultimately at retail, whether or not the item so used becomes an
ingredient or constituent part of the property produced. Such production shall
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include, but is not limited to, research, development, design or production of any
tangible personal property, manufacturing, processing (other than by restaurants
and consumers) of agricultural products whether vegetable or animal, commercial
fishing, refining, smelting, reducing, brewing, distilling, printing, mining, quarry-
ing, lumbering, generating electricity and the production of road building materi-
als. Such production shall not include painting, cleaning, repairing or similar
processing of property except as part of the original manufacturing process.
Machinery, equipment, implements, tools, accessories, appliances, contrivances,
furniture and fixtures, used in such production and fuel, electricity, gas or steam
used for space heating or lighting, are not included within this exemption;
however, accessory tools, equipment and other short lived items, which are
separate detachable units used in producing a direct effect upon the product,
where such items have an ordinary useful life of less than 12 months, are included

(i) The gross receipts from the sale of and storage, use or other consump-
tion in Minnesota of tangible personal property (except as provided in section
297A.14) which is used or consumed in producing any publication regularly
issued at average intervals not exceeding three months, and any such publication.
For purposes of this subsection, “publication” as used herein shall include,
without limiting the foregoing, a legal newspaper as defined by Minnesota
Statutes 1965, section 331.02, and any supplements or enclosures with or part of
said ‘newspaper; and the gross receipts of any advertising contained therein or
therewith shall be exempt. For this purpose, advertising in any such publication
shall be deemed to be a service and not tangible personal property, and persons or
their agents who publish or sell such newspapers shall be deemed to be engaging
in a service with respect to gross receipts realized from such newsgathering or
publishing activities by them, including the sale of advertising. The term
“publication” shall not include magazines and periodicals sold over the counter.
Machinery, equipment, implements, tools, accessories, appliances, contrivances,
furniture and fixtures used in such publication and fuel, electricity, gas or steam
used for space heating or lighting, are not exempt;

(i) The gross receipts from all sales, including sales in which title is
retained by a seller or a vendor or is assigned to a third party under an
installment sale or lease purchase agreement under section 465.71, of tangible
personal property to, and all storage, use or consumption of such property by, the
United States and its agencies and instrumentalities or a state and its agencies,
instrumentalities and political subdivisions. Sales exempted by this clause in-
clude sales pursuant to section 297A.01, subdivision 3, clauses (d) and (f). This
exemption shall not apply to building, construction or reconstruction materials
purchased by a contractor or a subcontractor as a part of a lump-sum contract or
similar type of contract with a guaranteed maximum price covering both labor
and materials for use in the construction, alteration or repair of a building or
facility. This exemption does not apply to construction materials purchased by
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tax exempt entities or their contractors to be used in constructing buildings or
facilities which will not be used principally by the tax exempt entities;

(k) The gross receipts from the isolated or occasional sale of tangible
personal property in Minnesota not made in the normal course of business of
selling that kind of property, and the storage, use, or consumption of property
acquired as a result of such a sale. For purposes of this clause, sales by a
nonprofit organization shall be deemed to be “isolated or occasional” if they
occur at sale events that have a duration of three or fewer consecutive days. The
granting of the privilege of admission to places of amusement and the privilege of
use of amusement devices by a nonprofit organization at an isolated or occasional
event conducted on property owned or leased for a continuous period of more
than 30 days by the nonprofit organization are also exempt. The exemption
provided for isolated sales of tangible personal property and of the granting of
admissions or the privilege of use of amusement devices by nonprofit organiza-
tions pursuant to this clause shall be available only if the sum of the days on
which the organization and any subsidiary nonprofit organization sponsored by it
that does not have a separate sales tax exemption permit conduct sales of tangible
personal property, plus the days with respect to which the organization charges
for the use of amusement devices or admission to places of amusement, does not
exceed eight days in a calendar year., For purposes of this clause, a “nonprofit
organization” means any corporation, society, association, foundation, or institu-
tion organized and operated exclusively for charitable, religious, or educational
purposes, no part of the net earnings of which inures to the benefit of a private
individual;

(D) The gross receipts from sales of rolling stock and the storage, use or
other consumption of such property by railroads, freight line companies, sleeping
car companies and express companies taxed on the gross earnings basis in lieu of
ad valorem taxes. For purposes of this clause “rolling stock” is defined as the
portable or moving apparatus and machinery of any such company which moves
on the road, and includes, but is not limited to, engines, cars, tenders, coaches,
sleeping cars and parts necessary for the repair and maintenance of such rolling
stock;

(m) The gross receipts from sales of airflight equipment and the storage,
use or other consumption of such property by airline companies taxed under the
provisions of sections 270.071 to 270.079. For purposes of this clause, “airflight
equipment” includes airplanes and parts necessary for the repair and maintenance
of such airflight equipment, and flight simulators;

(n) The gross receipts from the sale of telephone central office telephone
equipment used in furnishing intrastate and interstate telephone service to the
Blic: ,

(@) The gross receipts from the sale of and the storage, use or other
consumption by persons taxed under the in lieu provisions of chapter 298, of mill
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liners, grinding rods and grinding balls which are substantially consumed in the
production of taconite, the material of which primarily is added to and becomes a
part of the material being processed;

() (0) The gross receipts from the sale of tangible personal property to,
and the storage, use or other consumption of such property by, any corporation,
society, association, foundation, or institution organized and operated exclusively
for charitable, religious or educational purposes if the property purchased is to be
used in the performance of charitable, religious or educational functions, or any
senior citizen group or association of groups that in general limits membership to
persons age 55 or older and is organized and operated exclusively for pleasure,
recreation and other nonprofit purposes, no part of the net earnings of which
inures to the benefit of any private shareholders. Sales exempted by this clause
include sales pursuant to section 297A.01, subdivision 3, ciauses (d) and (f). This
exemption shall not apply to building, construction or reconstruction materials
purchased by a contractor or a subcontractor as a part of a lump-sum contract or
similar type of contract with a guaranteed maximum price covering both labor
and materials for use.in the construction, alteration or repair of a building or
facility. This exemption does not apply to construction materials purchased by
tax exemipt entities or their contractors to be used in constructing buildings or
facilities which will not be used principally by the tax exempt entities;

(@ (p) The gross receipts from the sale of caskets and burial vaults;

@ (q) The gross receipts from the sale of an automobile or other
conveyance if the purchaser is assisted by a grant from the United States in
accordance with 38 United States Code, section 1901, as amended;

() (1) The gross receipts from the sale to the licensed aircraft dealer of an
aircraft for which a commercial use permit has been issued pursuant to section
360.654, if the aircraft is resold while the permit is in effect;

) (s) The gross receipts from the sale of building materials to be used in
the construction or remodeling of a residence when the construction or remodel-
ing is Tinanced in whole or in part by the United States in accordance with 38
United States Code, sections 801 to 805, as amended. This exemption shall not
be effective at time of sale of the materials to contractors, subcontractors, builders
or owners, but shall be applicable only upon a claim for refund to the commis-
sioner of revenue filed by recipients of the benefits provided in title 38 United
States Code, chapter 21, as amended. The commissioner shall provide by
regulation for the refund of taxes paid on sales exempt in. accordance with this
paragraph; :

@) (t) The gross receipts from the sale of textbooks which are prescribed
for use in conjunction with a course of study in a public or private school,

college, university and business or trade school to students who are regularly
enrolled at such institutions. For purposes of this clause a “public school” is
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defined as one that furnishes course of study, enrollment and staff that meets
standards of the state board of education and a private school is one which under
the standards of the state board of education, provides an education substantially
equivalent to that furnished at a public school. Business and trade schools shall
mean such schools licensed pursuant to section 141.25;

@) (w) The gross receipts from the sale of and the storage of material
designed to advertise and promote the sale of merchandise or services, which
material is purchased and stored for the purpose of subsequently shipping or
otherwise transferring outside the state by the purchaser for use thereafter solely
outside the state of Minnesota;

@) (v) The gross receipt from the sale of residential heating fuels in the
following manner:

(i) all fuel oil, coal, wood, steam, hot water, propane gas, and L.P. gas sold
to residential customers for residential use;

(i) natural gas sold for residential use to customers who are metered and
billed as residential users and who use natural gas for their primary source of
residential heat, for the billing months of November, December, January, Febru-
ary, March and April;

(iii) electricity sold for residential use to customers who are metered and
billed as residential users and who use electricity for their primary source of
residential heat, for the billing months of November, December, January, Febru-
ary, March and April;

&) (w) The gross receipts from the sale or use of tickets or admissions to
the premises of or events sponsored by an association, corporation or other group
of persons which provides an opportunity for citizens of the state to participate in
the creation, performance or appreciation of the arts and which qualifies as a
tax-exempt organization within the meaning of Minnesota Statutes 1980, section
290,05, subdivision 1, clause (i);

&) (x) The gross receipts from either the sales to or the storage, use or
consumption of tangible personal property by an organization of military service
veterans or an auxiliary unit of an organization of military service veterans,
provided that:

() the organization or auxiliary unit is organized within the state of
Minnesota and is exempt from federal taxation pursuant to section 501(c), clause
(19), of the Internal Revenue Code as amended through December 31, 1982; and

(ii) the tangible personal property which is sold to or stored, used or
consumed by the organization or auxiliary unit is for charitable, civic, education-
al, or nonprofit uses and not for social, recreational, pleasure or profit uses;
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) (y) The gross receipts from the sale of sanitary napkins, tampons, or
similar items used for feminine hygiene;

faa) (z) The gross receipts from the sale of a manufactured home, as
defined in section 327.31, subdivision 6, to be used by the purchaser for
residential purposes, unless the sale is the first retail sale of the manufactured
home in this state;

(bb) (aa) The gross receipts from the sale of equipment used for processing
solid or hazardous waste at a resource recovery facility, as defined in section
115A.03, subdivision 28;

(bb) The gross receipts from the sale of repair and replacement parts,
except -tires, used for maintenance or repair of farm machinery, if the part
replaces a farm machinery part assigned a specific or generic part number by the
manufacturer of the farm machinery;

(cc) The gross receipts from sales of tickets or admissions to regular
season school games, events, and activities. For purposes of this clause, “school”
has the meaning given it in section 120.10, subdivision 2.

Sec. 10. [297A.256] EXEMPTIONS FOR CERTAIN NONFPROFIT
GROUPS.

Notwithstanding the provisions of this chapter, the following sales made

(a) All sales made by an organization for fundraising purposes if that
organization exists solely for the purpose of providing educational or social
activities for young people primarily age 18 and under. This exemption shall
apply only if the gross annual sales receipts of the organization from fundraising
do not exceed $10,000.

(b) All sales made by an organization for fundraising purposes if that
organization is a senior citizen group which qualifies for exemption on its
purchases pursuant to section 297A.25, subdivision 1, clause (0). This exemption
shall apply only if the gross annual sales receipts of the organization from
fundraising do not exceed $10,000.

(c) The gross receipts from the sales of tangible personal property at,
admission charges for, and sales of food, meals, or drinks at fundraising events
sponsored by a nonprofit organization when the entire proceeds, except for the
necessary expenses therewith, will be used solely and exclusively for charitable,
religious, or educational purposes. This exemption does not apply to admission
charges for events involving bingo or other gambling activities or to charges for
use of amusement devices involving bingo or other gambling activities. For
purposes of this clause, a “nonprofit organization” means any unit of govern-
ment, corporation, society, association, foundation, or institution organized and
operated for charitable, religious, educational, civic, fraternal, senior citizens’ or
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veterans’ purposes, no part of the net earnings of which enures to the benefit of a
private individual.

If the profits are not used solely and exclusively for charitable, religious,
or educational purposes, the entire gross receipts are subject to tax.

Each nonprofit organization shall keep a separate accounting record,
including receipts and disbursements from each fundraising event. All deduc-
tions from gross receipts must be documented with receipts and other records. If
records are not maintained as required, the entire gross receipts are subject to tax.

The exemption provided by this section does not apply to any sale made
by or in the name of a nonprofit corporation as the active or passive agent of a
person that is not a nonprofit corporation.

The exemption for fundraising events under this section is limited to no
more than 24 days a year. Fundraising events conducted on premises leased or
occupied for more than four days but less than 30 days do not qualify for this
exemption.

Sec. 11. Minnesota Statutes 1984, section 297B.02, is amended to read:
297B.02 TAX IMPOSED.

Subdivision 1. RATE, There is imposed an excise tax at the rate provid-
ed in chapter 297A on the purchase price of any motor vehicle purchased or
acquired, either in or outside of the state of Minnesota, which is required to be

registered under the laws of this state.

described in section 12,

Sec. 12. [297B.025] OLDER PASSENGER AUTOMOBILES.

Purchase or use of a passenger automobile as defined in section 168.011,

subdivision 7, shall be taxed pursuant to section 297B.02, subdivision 2, if the
passenger automobile is (1) in the tenth or subsequent year of vehicle life, (2) is
currently registered in Minnesota other than registration under section 168.10,
subdivisions la, 1b, lc, and 1d, and (3) is not an above-market automobile as

designated by the registrar of motor vehicles.

The registrar of motor vehicles shall prepare, and distribute to all deputy
motor vehicle registrars by July 15, 1985, a listing by make, model, and year of
above-market automobiles. The registrar must include in the list all automobiles
with a resale value of $3,000 or more, as determined using nationally recognized
sources of information on automobile resale values. The registrar shall revise the

list by February 1 of each year. The initial list and all subsequent revisions must
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include only those automobiles which are in the tenth or subsequent year of
vehicle life.

Sec.. 13. Minnesota Statutes 1984, section 297B.03, is amended to read:

297B.03 EXEMPTIONS,

There is specifically exempted from the provisions of this chapter and
from computation of the amount of tax imposed by it the following:

(1) Purchase or use, including use under a lease purchase agreement or
installment sales contract made pursuant to section 465.71, of any motor vehicle
by any person described in and subject to the conditions provided in section

297A.25, subdivision 1, clauses (j), &) (0) and & (@)

(2) Purchase or use of any motor vehicle by any person who was a
resident of another state at the time of the purchase and who subsequently
becomes a resident of Minnesota, provided the purchase occurred more than 60
days prior to the date such person moved his residence to the state of Minnesota.

(3) Purchase or use of any motor vehicle by any person making a valid
election to be taxed under the provisions of section 297A.211.

(4) Purchase or use of any motor vehicle previously registered in the state
of Minnesota by any corporation or partnership when such transfer constitutes a
transfer within the meaning of sections 351 or 721 of the Internal Revenue Code
of 1954, as amended through December 31, 1974.

(5) Purchase or use of any vehicle owned by a resident of another state
and leased to a Minnesota based private or for hire carrier for regular use in the
transportation of persons or property in interstate commerce provided the vehicle
is titled in the state of the owner or secured party, and that state does not impose

_a sales or motor vehicle excise tax on motor vehicles used in interstate commerce.

Sec. 14. Minnesota Statutes 1984, section 297C.02, as added by Laws
1985, chapter 305, article 2, section 2, is amended to read:

297C.02 TAX IMPOSED.

Subdivision 1. DISTILLED SPIRITS AND WINE. There is imposed
on all distilled spirits and wine manufactured, imported, sold, or possessed in this
state the following excise tax:

: Standard Metric
(a) Distilled spirits, $4.39 per gallon $1.16 per liter
liqueurs, cordials,
and specialties
regardless of
alcohol content
(excluding ethyl
alcohol)
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(b) Wine containing 14 $.27 per gallon $.07 per liter
percent or less
alcohol by volume

(c) Wine containing more $.79 per gallon $.21 per liter
than 14 percent but
not more than 21
percent alcohol by
volume

(d) Wine containing more $1.58 per gallon $.42 per liter
than 21 percent but
not more than 24
percent alcohol by
volume

(e) Wine containing more $3.08 per gallon $.81 per liter
than 24 percent
alcohol by volume

(f) Natural and $1.50 per gallon $.40 per liter
artificial sparkling
wines containing
alcohol -

The metric tax is imposed on all products taxable under this subdivision when the
net contents are stated in metric units of measure.

In computing the tax on a package of distilled spirits or wine a propor-
tional tax at a like rate on all fractional parts of a gallon or liter must be paid,
except that the tax on a fractional part of a gallon less than 1/16 of a gallon is the
same as for 1/16 of a gallon.

The tax on miniatures of two fluid ounces or less or 50 milliliters or less is
12 cents.

The commissioner of revenue may establish by rule a date and procedure
for the conversion of excise tax computation and reporting from rates expressed
in gallons to rates expressed in metric volumes. The official conversion factor is |
one liter equals 0,.264172 U.S. gallons. |

Subd. 2. FERMENTED MALT BEVERAGES. There is imposed on
the direct or indirect sale of fermented malt beverages the following excise tax:

(1) On fermented malt beverages containing not more than 3.2 percent
alcohol by weight, $2 per barrel of 31 gallons;

(2) On fermented malt beverages contammg more than 3.2 percent alcohol
by weight, $4 per barrel of 31 gallons.

The tax is at a proportional rate for fractions of a barrel of 31 gallons.

Subd. 3. TAX CREDIT. A qualified brewer producing fermented malt
beverages is entitled to a tax credit of $2 $4 per barrel on the first 25,000 barrels
sold in any fiscal year beginning July 1, regardless of the alcohol content of the
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product. Qualified brewers may take the credit on the 15th day of each month,
but the total credit allowed may not exceed the allowable credit on more than
25,000 barrels produced and sold in Minnesota in any fiscal year the lesser of (a)
the Hability for tax or (b) $100,000.

For purposes of this subdivision, a “qualified brewer” means a brewer,
whether or not located in this state, manufacturing less than 100,000 barrels of
fermented malt beverages in the calendar year immediately preceding the calen-
dar year for which the credit under this subdivision is claimed. In determining
the number of barrels, all brands or labels of a brewer must be combined. All
facilities for the manufacture of fermented malt beverages owned or controlled by
the same person, corporation, or other entity must be treated as a single brewer.

Sec. 15. Minnesota Statutes 1984, section 477A.018, is amended to read:

477A.018 CITY LOCAL LODGING TAX,

Subdivision 1. AUTHORIZATION, Notwithstanding section 477A.016
or any other law, a statutory or home rule charter city may by ordinance, and a
town may by vote at its annual meeting, impose a tax of up to three percent on
the g gross receipts from the furnishing for consideration of lodging at a hotel,
motel, rooming house, tourist court, or other use of space by a iransient resort,
other than the renting or leasing of it for a continuous pericd of 30 days or more.
A statutory or home rule charter city m by ordinance impose the tax
authorized under this subdivision on the camping site receipts of a municipal

campground.

Subd. 2. EXISTING TAXES. No statutory or home rule charter city or
town may impose a tax under this section upon transient lodging that, when
combined with any tax authorized by special law or enacted prior to 1972,
exceeds a rate of three percent.

Subd. 3. DISPOSITION OF PROCEEDS. Ninety-five percent of the
gross proceeds from any tax imposed under subdivision 1 shall be used by the
statutory or home rule charter city or town to fund a local convention or tourism
bureau for the purpose of marketing and promoting the city or town as a tourist
or convention center. This subdivision shall not apply to any statutory or home
rule charter city or town that has a lodging tax authorized by special law or
enacted prior to 1972 at the time of enactment of this section.

Subd. 4. UNORGANIZED TERRITORIES. A county board acting as
a town board w1th respect to an unorganized territory may impose a lodging tax
within the unorganlzed territory accordlng to thlS sectlon if it determines by

Subd. 5. REVERSE REFERENDUM. If the county board passes a
resolution under subdivision 4 to impose the tax, the resolution must be pubhshed
for two successive weeks in a pewspaper of general circulation within the
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unorganized territory, together with a notice fixing a date for a public hearing on
the proposed tax.

weeks after the first publication of the notice. After the public hearing, the
county board may determine to take no further action, or may adopt a resolution
authorizing the tax as originally proposed or approving a lesser rate of tax. The
resolution must be published in a newspaper of general circulation within the

\
\
unorganized territory. The voters of the unorganized territory may request a

referendum on the proposed tax by filing a petition with the county auditor
within 30 days after the resolution is published. The petition must be signed by
voters who reside in the unorganized territory. The number of signatures must

equal at least five percent of the number of persons voting in the unorganized
territory in the last general election. If such a petition is timely filed, the
resolution is not effective until it has been submitted to the voters residing in the
unorganized territory at a general or special election and a majority of votes cast
on the question of approving the resolution are in the affirmative. The commis-

sioner of revenue shall prepare a suggested form of guestion to be presented at the
referendum.,

Subd. 6. JOINT POWERS AGREEMENTS, Any statutory or home
rule charter city, town, or county when the county board is acting as a town
board with respect to an unorganized territory, may enter into a joint exercise of
powers agreement pursuant to section 471.59 for the purpose of imposing the tax
and disposing of its proceeds pursuant to this section.

Sec. 16, Laws 1985, chapter 83, section 7, is amended to read:
Sec. 7. EFFECTIVE DATE,

Sections 1 to 3 are effective the day following final enactment, except that
section 1 does not apply to written contracts entered into before July 1, 1985, or
to written bids submitted for contracts before July 1, 1985, Sections 4 and 5 are
effective July 1, 1985. Section 6 is effective for sales tax paid on electricity billed
on or after January 1, 1987.

Sec. 17. EFFECTIVE DATE.

1985, except that the amendment in section 9 eliminating the exemption for sales
of telephone equipment is effective for sales after December 31, 1986. Section 13
is effective January 1, 1987. Section 4 applies to gasoline or special fuels placed
in the fuel tanks of new motor vehicles under the circumstances described in
section 296.18, subdivision 1, clause (3), on or after July 1, 1982. Section 4 shall
not become effective unless the commissioner of revenue and any manufacturer of

motor vehicles in Minnesota with pending gasoline or special fuel excise tax
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litigation execute an agreement to settle the litigation under terms and conditions

satisfactory to the commissioner and the motor vehicle manufacturer before the

governor approves this act. Section 16 is effective May 9, 1985.

ARTICLE 3
PROPERTY TAX
Section 1. Minnesota Statutes 1984, section 124.2131, subdivision 3, is
amended to read:

Subd. 3. DECREASE IN IRON ORE ASSESSED VALUE. (1) RE-
DETERMINATION OF ASSESSED VALUE, If in any year the assessed value
efanydistéetiskssthaﬁtheasseméwluaeftheimmedi%ep;%edingyea&the
pﬁerte@eteba%éef%h&éassessme&tyea&;edeteminefe;aupurpesestke
decrease in assessed value. On or before November 1 of the assessment year; the
value with the commissioner of education who shall thereupon certify to the
value and the appropriate levy limits of the school districts affected pursuant to
Mww%m%wmwm%wmm
1 .

@) IRON ORE VALUE, If in any year the assessed value of class 1 and
class 1a property, as defined in section 273.13, subdivision 2, in any district is less
than the assessed value of such property in the immediately preceding year, the
equalization aid review committee shall redetermine for all purposes the adjusted
assessed value of the immediately preceding year taking into account only the
decrease in assessed value of class 1 and class la property. If subdivision 2,
clause (a) is applicable to such a district, the decrease in class 1 and class la
property shall be applied to the adjusted assessed value as limited therein. In all
other respects, the provisions of clause (1) shall be applicable.

Sec. 2. Minnesota Statutes 1984, section 124.2137, subdivision 1, is
amended to read:

Subdivision 1. TAX REDUCTIONS. The county auditor shall reduce
the tax for school purposes on all property receiving the homestead credit
pursuant to section 273.13, subdivision 6, by an amount equal to 33 36 percent of
the tax levy imposed on up to 320 acres of land including the buildings and
structures thereon but excluding all dwellings and an acre of land for each
dwelling. The county auditor shall reduce the tax for school purposes on the
next 320 acres classified pursuant to section 273-13; subdivision 6 by an amount
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equal to 15 percent of the tax levy imposed on the property- The tax on all other
agricultural lands classified pursuant to section 273.13, subdivision 6 shall be
reduced by an amount equal to ter 26 percent of the tax levy imposed on the
property. The tax on the first 320 acres of agricultural land classified pursuant
to section 273.13, subdivision 4 including buildings and structures thereon but
excluding all dwellings and an acre of land for each dwelling and on timber land
classified pursuant to section 273.13, subdivision 8a shall be reduced by an

amount equal fo 26 percent of the tax levy imposed on the property. The tax on
all real estate devoted to temporary and seasonal residential occupancy for
recreational purposes, but not devoted to commercial purposes, shall be reduced
by an amount equal to 15 percent of the tax imposed on the property. The tax
mmmmmmm%mam%
eulturallaadinexeessef%%@aereselassiﬁedpursuamteses&ien%
subdh45ien4shaﬂberedueeébya&ameun$equaltetenpe;eantef&hetaxlevy
imposed on the property. The amounts so computed by the county auditor shall
be submitted to the commissioner of revenue as part of the abstracts of tax lists
required to be filed with the commissioner under the provisions of section 275.29,
Any prior year adjustments shall also be certified in the abstracts of tax lists.
The commissioner of revenue shall review the certifications to determine their
accuracy. He may make changes in the certification as he may deem necessary
or return a certification to the county auditor for corrections. The amount of the
reduction provided under this subdivision which any taxpayer can receive on all
qualifying property which he owns shall not exceed $4,000 in the case of
agricultural property and shall not exceed $100 in the case of seasonal residential
recreational property. In the case of property owned by more than one person,
the maximum amount of the reduction shall apply to the total of all the owners.
For purposes of computing the credit pursuant to this subdivision, the “tax levy”

shall be the tax levy reduced by the credits provided by sections 273.115, 273.116,
273.123, 273.42, subdivision 2, and 473H.10.

Sec, 3. Minnesota Statutes 1984, . sections 272.02, subdivision 1, as
amended by Laws 1985, chapter 300, section 4, is amended to read:

Subdivision 1. All property described in this section to the extent herein
limited shall be exempt from taxation:

(1) All public burying grounds;

(2) All public schoolhouses;

(3) All public hospitals;

(4) All academies, colleges, and universities, and all seminaries of learning;

(5) All churches, church property, and houses of worship;

Changes or additions are indicated by underline, deletjons by strikeout.

Copyright © 1985 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2382 LAWS of MINNESOTA for 1985 Ch. 14, Art. 3
FIRST SPECIAL SESSION

(6) Institutions of purely public charity except parcels of property contain-
ing structures and the structures assessed pursuant to section 273.13, subdivisions

17, 17b, 17¢c or 17d;
(7) All public property exclusively used for any public purpose;

(8) Except for the taxable personal property enumerated below, all
personal property and the property described in section 272.03, subdivision 1,

clause paragraphs (c) and (d) shall be exempt.
The following personal property shall be taxable:

(a) personal property which is part of an electric generating, transmission,
or distribution system or a pipeline system transporting or distributing water, gas,
crude oil, or petroleum products or mains and pipes used in the distribution of
steam or hot or chilled water for heating or cooling buildings and structures;

(b) railroad docks and wharves which are part of the operating property of
a railroad company as defined in section 270.80;

(c) personal property defined in section 272.03, subdivision 2, clause (3);

(d) leasehold or other personal property interests which are taxed pursuant
to section 272.01, subdivision 2; 273.13, subdivision 7b or 7d; or 273.19,
subdivision 1; or any other law providing the property is taxable as if the lessee
or user were the fee owner; ’

(e) property classified as class 2a property; and
(D flight property as defined in section 270.071.

(9) Real and personal property used primarily for the abatement and
control of air, water, or land pollution to the extent that it is so used, other than
real property used primarily as a solid waste disposal site.

Any taxpayer requesting exemption of all or a portion of any equipment or
device, or part thereof, operated primarily for the control or abatement of air or
water pollution shall file an application with the commissioner of revenue. The
equipment or device shall meet standards, regulations or criteria prescribed by the
Minnesota Pollution Control Agency, and must be installed or operated in
accordance with a permit or order issued by that agency. The Minnesota
Pollution Control Agency shall upon request of the commissioner furnish infor-
mation or advice to the commissioner. If the commissioner determines that
property qualifies for exemption, he shall issue an order exempting the property
from taxation. The equipment or device shall continue to be exempt from
taxation as long as the permit issued by the Minnesota Pollution Control Agency

remains in effect.

(10) Wetlands. For purposes of this subdivision, “wetlands” means (1)
land described in section 105.37, subdivision 15, or (2) land which is mostly
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under water, produces little if any income, and has no use except for wildlife or
water conservation purposes, provided it is preserved in its natural condition and
drainage of it would be legal, feasible, and economically practical for the
production of livestock, dairy animals, poultry, fruit, vegetables, forage and
grains, except wild rice. “Wetlands” shall include adjacent land which is not
suitable for agricultural purposes due to the presence of the wetlands. “Wet-
lands” shall not include woody swamps containing shrubs or trees, wet meadows,
meandered water, streams, rivers, and floodplains or river bottoms. Exemption
of wetlands from taxation pursuant to this section shall not grant the public any
additional or greater right of access to the wetlands or diminish any right of
ownership to the wetlands.

(11) Native prairie. The commissioner of the department of natural
resources shall determine lands in the state which are native prairie and shall
notify the county assessor of each county in which the lands are located. Pasture
land used for livestock grazing purposes shall not be considered native prairie for
the purposes of this clause and section 273.116. Upon receipt of an application
for the exemption and credit provided in this clause and section 273.116 for lands
for which the assessor has no determination from the commissioner of natural
resources, the assessor shall refer the application to the commissioner of natural
resources who shall determine within 30 days whether the land is native prairie
and notify the county assessor of his decision. Exemption of native prairie
pursuant to this clause shall not grant the public any additional or greater right
of access to the native prairic or diminish any right of ownership to it.

(12) Property used in a continuous program to provide emergency shelter’

for victims of domestic abuse, provided the organization that owns and sponsors
the shelter is exempt from-federal income taxation pursuant to section 501(c)(3)
of the Internal Revenue Code of 1954, as amended through December 31, 1982,
notwithstanding the fact that the sponsoring organization receives funding under
section 8 of the United States Housing Act of 1937, as amended.

(13) If approved by the governing body of the municipality in which the
property is located, property not exceeding one acre which is owned and operated
by any senior citizen group or association of groups that in general limits
membership to persons age 55 or older and is organized and operated exclusively
for pleasure, recreation, and other nonprofit purposes, no part of the net earnings
of which inures to the benefit of any private shareholders; provided the property
is used primarily as a clubhouse, meeting facility or recreational facility by the
group or association and the property is not used for residential purposes on
either a temporary or permanent basis.

(14) To the extent provided by section 295.44, real and personal property
used or to be used primarily for the production of hydroelectric or hydromechan-
ical power on a site owned by the state or a local governmental unit which is
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developed and operated pursuant to the provisions of section 105.482, subdivi-
sions 1, 8 and 9.

(15) If approved by the governing body of the municipality in which the
property is located, and if construction is commenced after June 30, 1983:

(a) a “direct satellite broadcasting facility” operated by a corporation
licensed by the federal communications commission to provide direct satellite
broadcasting services using direct broadcast satellites operating in the 12-ghz.
band;

(b) a “fixed satellite regional or national program service facility” operated
by a corporation licensed by the federal communications commission to provide
fixed satellite-transmitted regularly scheduled broadcasting services using satel-
lites operating in the 6-ghz. band; and

(¢) a facility at which a licensed Minnesota manufacturer produces
distilled spirituous liquors, liqueurs, cordials, or liquors designated as specialties
regardless of alcoholic content, but not including ethyl alcohol, distilled with a
majority of the ingredients grown or produced in Minnesota.

An exemption provided by paragraph (15) shall apply for a period not to exceed
five years. When the facility no longer qualifies for exemption, it shall be placed
on the assessment rolls as provided in subdivision 4. Before approving a tax
exemption pursuant to this paragraph, the governing body of the municipality

_ shall provide an opportunity to the members of the county board of commission-
ers of the county in which the facility is proposed to be located and the members
of the school board of the school district in which the facility is proposed to be
located to meet with the governing body. The governing body shall present to
the members of those boards its estimate of the fiscal impact of the proposed
property tax exemption. The tax exemption shall not be approved by the
governing body until the county board of commissioners has presented its written
comment on the proposal to the governing body, or 30 days has passed from the
date of the transmittal by the governing body to the board of the information on
the fiscal impact, whichever occurs first.

The exemptions granted by this subdivision shall be subject to the limits
contained in the other subdivisions of this section, section 272.025, or section
273.13, subdivisions 17, 17b, 17¢c, or 17d.

(16)' Real and personal property owned and operated by a private,
nonprofit corporation exempt from federal income taxation pursuant to United
States Code, title 26, section 501(c)(3), primarily used in the generation and
distribution of hot water for heating buildings and structures.

Sec. 4. Minnesota Statutes 1984, section 272.03, subdivision 1, is amend-
ed to read: -
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Subdivision 1. REAL PROPERTY. (a) For the purposes of taxation,
“real property” includes the land itself, rails, ties, and other track materials
annexed to the land, and all buildings, structures, and improvements or other
fixtures on it, bridges of bridge companies, and all rights and privileges belonging

or appertaining to the land, and all mines, minerals, quarriés, fossils, and trees on
or under it.

(b) A building or structure shall include the building or structure itself,
together with all improvements or fixtures annexed to the building or structure,
which are integrated with and of permanent benefit to the building or structure,
regardless of the present use of the building, and which cannot be removed
without substantial damage to itself or to the building or structure.

(c) () The term real property shall not include tools, implements, machin-
ery, and equipment attached to or installed in real property for use in the
business or production activity conducted thereon, regardless of size, weight or
method of attachment.

(i) The exclusion provided in clause ¢¢) (i) shall not apply to machinery
and equipment includable as real estate by clauses paragraphs (a) and (b) even
though such machinery and equipment is used in the business or production
activity conducted on the real property if and to the extent such business or
production activity consists of furnishing services or products to.other buildings
or structures which are subject to taxation under this chapter.

@iif) The exclusion provided in clause (i) does not apply to the exterior
shell of a structure which constitutes walls, ce111ngs, roofs, or floors i 1f the shell of
the structure has structural, insulation, or temperature “control functions or
provxdes protection from the elements Such an exterxor shell is included in the

a bulldmg

(d) The term real property does not include tools, implements, machinery,
equipment, poles, lines, cables, wires, conduit, and station connections which are
part of a telephone communications system, regardless of attachment to or
installation in real property and regardless of size, weight, or method of attach-
ment or installation,

Sec. 5. Minnesota Statutes 1984, section 273.13, subdivision 4, as
amended by Laws 1985, chapter 300, section 6, is amended to read:

Subd. 4. CLASS 3. (a) Tools, implements and machinery of an electric
generating, transmission or distribution system or a pipeline system transporting
or distributing water, gas, crude oil, or petroleum products or mains and pipes
used in the distribution of steam or hot or chilled water for heating or cooling
buildings, which are fixtures, all agricultural land, except as provided by classes
1, 3b, 3e, shall constitute class 3 and shall be valued and assessed at 33-1/3
percent of the market value thereof, except as provided in clause (b). All
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buildings and structures assessed as personal property and situated upon land of
the state of Minnesota or the United States government which is rural in
character and devoted or adaptable to rural but not necessarily agricultural use
shall be assessed based upon the use made of the building or structure. Except as
provided in subdivision 5a, all real property devoted to temporary and seasonal
residential occupancy for recreational purposes, and which is not devoted to
commercial purposes for more than 200 days in the year preceding the year of
assessment, shall be class 3 property and assessed accordingly. For this purpose,
property is devoted to commercial use on a specific day if it is used, or offered for
use, and a fee is charged for such use. Class 3 shall also include commercial use
real property used exclusively for recreational purposes in conjunction with class
3 property devoted to temporary and seasonal residential occupancy for recrea-
tional purposes, up to a total of two acres, provided the property is not devoted
to commercial recreational use for more than 200 days in the year preceding the
year of assessment and is located within two miles of the class 3 property with
which it is used.

days in the calendar year preceding the year of assessment and the property is not
used for residential purposes on either a temporary or permanent basis. For
purposes of this subdivision, a “nonprofit community service oriented organiza-
tion” means any corporation, society, association, foundation, or institution
organized and operated exclusively for charitable, religious, fraternal, civic, or
educational purposes, and which is exempt from federal income taxation pursuant
to section 501(c)(3), (10), or (19) of the Internal Revenue Code of 1954, as
amended through December 31, 1984. For purposes of this subdivision,- “reve-
nue-producing activities” shall include but not be limited to property or that

cating malt liquor establishment licensed under chapter 340A, a restaurant open
to the public, bowling alley, a retail store, gambling conducted by organizations
licensed under chapter 349, an insurance business, or office or other space leased
or rented to a lessee who conducts a for-profit enterprise on the premises. Any
portion of the property which is used for revenue-producing activities for more
than six days in the calendar year preceding the year of assessment shall be
assessed as class 4. The use of the property for social events open exclusively to
members and their guests for periods of less than 24 hours, when an admission is
not charged nor any revenues are reccived by the organization shall not be
considered a revenue-producing activity.

(b) Agricultural land which is classified as class 3 shall be assessed at 19
18 percent of its market value. Real property devoted to temporary and seasonal
residential occupancy for recreation purposes which is classified as class 3 shall be
assessed at 21 percent of its market value. Real property owned by a nonprofit
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assessed at 21 percent of its market value.

Sec. 6. Minnesota Statutes 1984, section 273.13, subdivision 6, is amend-
ed to read: :

Subd. 6. CLASS 3B, Agricultural land, except as provided by class 1,
which is used for the purposes of a homestead shall constitute class 3b and shall
be valued and assessed as follows: the first $60,080 $64,000 of market value shall
be valued and assessed at 14 percent; the remaining market value shall be valued
and assessed at 19 18 percent. The maximum amount of the market value of the
homestead bracket subject to the 14 percent rate shall be adjusted by the
commissioner of revenue as provided in section 273.1311. The property tax to be
paid on class 3b property as otherwise determined by law less any reduction
received pursuant to sections 124.2137, 273.123, and 473H.10 shall be reduced by
54 percent of the tax. The amount of the reduction shall not exceed $650 $700.
Noncontiguous land shall constitute class 3b only if the homestead is classified as
class 3b and the detached land is located in the same township or city or not
farther than two townships or cities or combination thereof from the homestead.

Agricultural land as used herein, and in section 124.2137, shall mean
contiguous acreage of ten acres or more, primarily used during the preceding year
for agricultural purposes. Agricultural use may include pasture, timber, waste,
unusable wild land and land included in federal farm programs.

Real estate of less than ten acres used principally for raising poultry,
livestock, fruit, vegetables or other agricultural products, shall be considered as
agricultural land, if it is not used primarily for residential purposes.

The assessor shall determine and list separately on his records the market
value of the homestead dwelling and the one acre of land on which that dwelling
is located. If any farm buildings or structures are located on this homesteaded
acre of land, their market value shall not be included in this separate determina-
tion.

Agricultural Jand used for purposes of a homestead and actively farmed by
a person holding a vested remainder interest in it must be classified class 3b. If

Sec. 7. Minnesota Statutes 1984, section 273.13, subdivision 7, is amend-
ed to read: '

Subd. 7. CLASS 3C, 3CC. All other real estate and class 2a property,
except as provided by classes 1 and 3cc, which is used for the purposes of a
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homestead, shall constitute class 3¢, and shall be valued and assessed as follows:
the first $30,000 $64,000 of market value shall be valued and assessed at 47 18
percent; the next $30,000 of market value shall be valued and assessed at 18
percent; and the remaining market value shall be valued and assessed at 30 29
percent for taxes levied in 1985 and payable in 1986, and at 28 percent for taxes
levied in 1986 and payable in 1987 and thereafter. The maximum amounts of
the market value of the homestead brackets subject to the 47 18 percent and 19
percent rates rate shall be adjusted by the commissioner of revenue as provided in
section 273.1311. The property tax to be paid on class 3c property as otherwise
determined by law, less any reduction received pursuant to sections 273.123 and
473H.10 shall be reduced by 54 percent of the tax imposed on the first $67,000
$68,000 of market value. The amount of the reduction shall not exceed $650

$700.

Class 3cc property shall include real estate or manufactured homes used
for the purposes of a homestead by (a) any blind person, if the blind person is the
owner thereof or if the blind person and his or her spouse are the sole owners
thereof; or (b) any person (hereinafter referred to as veteran) who: (1) served in
the active military or naval service of the United States and (2) is entitled to
compensation under the laws and regulations of the United States for permanent
and total service-connected disability due to the loss, or loss of use, by reason of
amputation, ankylosis, progressive muscular dystrophies, or paralysis, of both
lower extremities, such as to preclude motion without the aid of braces, crutches,
canes, or a wheelchair, and (3) with assistance by the administration of veterans
affairs has acquired a special housing unit with special fixtures or movable
facilities made necessary by the nature of the veteran’s disability, or the surviving
spouse of the deceased veteran for as long as the surviving spouse retains the
special housing unit as his or her homestead; or (c) any person ‘who: (1) is
permanently and totally disabled and (2) receives 90 percent or more of his total
income from (i) aid from any state as a result of that disability, or (ii)
supplemental security income for the disabled, or (iif) workers’ compensation
based on a finding of total and permanent disability, or (iv) social security
disability, including the amount of a disability insurance benefit which is convert-
ed to an old age insurance benefit and any subsequent cost of living increases, or
(v) aid under the Federal Railroad Retirement Act of 1937, 45 United States
Code Annotated, Section 228b(a)5, or (vi) a pension from any local government
retirement fund located in the state of Minnesota as a result of that disability.
Property shall be classified and assessed pursuant to clause (2) only if the
commissioner of human services certifies to the assessor that the owner of the
property satisfies the requirements of this subdivision. The commissioner of
human services shall provide a copy of the certification to the commissioner of
revenue. Class 3cc property shall be valued and assessed as follows: in the case
of agricultural land, including a manufactured home, used for a homestead, the
first $30,000 $32,000 of market value shall be valued and assessed at five percent,
the next $30,000 $32,000 of market value shall be valued and assessed at 14
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percent, and the remaining market value shall be valued and assessed at 19 18
percent; and in the case of all other real estate and manufactured homes, the first
$30,000 $32,000 of market value shall be valued and assessed at five percent, the
next $30,000 $32,000 of market value shall be valued and assessed at 19 18
percent, and the remaining market value shall be valued and assessed at 30 29
percent for taxes levied in 1985 and payable in 1986, and at 28 percent for taxes
levied in 1986 and payable in 1987 and thereafter. In the case of agricultural
land including a manufactured home used for purposes of a homestead, the
commissioner of revenue shall adjust, as provided in section 273.1311, the
maximum amount of the market value of the homestead brackets subject to the
five percent and 14 percent rates; and for all other real estate and manufactured
homes, the commissioner of revenue shall adjust, as provided in section 273.1311,
the maximum amount of the market value of the homestead brackets subject to
the five percent and 19 18 percent rates. Permanently and totally disabled for
the purpose of this subdivision means a condition which is permanent in nature
and totally incapacitates the person from working at an occupation which brings
him an income. The property tax to be paid on class 3cc property as otherwise
determined by law, shall be reduced by 54 percent of the tax imposed on the first
367,000 $68,000 of market value. The amount of the reduction shall not exceed
$650 $700.

For purposes of this subdivision, homestead property which qualifies for
the classification ratios and credits provided in this subdivision shall include
property which is used for purposes of the homestead but is separated from the
homestead by a road, street, lot, waterway, or other similar intervening property.
The term “used for purposes of the homestead” shall include but not be limited
to uses for gardens, garages, or other outbuildings commonly associated with a
homestead, but shall not include vacant land held primarily for future develop-
ment. In order to receive homestead treatment for the noncontiguous property,
the owner shall apply for it to the assessor by July 1 of the year when the
treatment is initially sought. After initial qualification for the homestead
treatment, additional applications for subsequent years are not required.

Sec. 8. Minnesota Statutes 1984, section 273.13, subdivision 8a, is
amended to read:

Subd. 8a. CLASS 3E, Real estate, rural in character, and used exclusive-
ly for the purpose of growing trees for timber, lumber, wood and wood products
shall constitute class 3e, and shall be valued and assessed at 19 18 percent of the
market value thereof.

Séc. 9. Minnesota Statutes 1984, section 273.13, subdivision 9, is amend-
ed to read:

Subd. 9. CLASS 44, 4B, 4C, AND 4D. (1) All property not included in
the preceding classes shall constitute class 4a and shall be valued and assessed at
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43 percent of the market value thereof, except as otherwise provided in this
subdivision.

(2) Real property which is not improved with a structure and which is not
utilized as part of a commercial or industrial activity shall constitute class 4b and
shall be valued and assessed at 40 percent of market value.

(3) Commercial and industrial property, except as provided in this subdivi-
sion, shall constitute class 4c and shall be valued and assessed at 28 percent of the
first $60,000 of market value and 43 percent of the remainder, provided that in
the case of state-assessed commercial or industrial property owned by one person
or entity, only one parcel shall qualify for the 28 percent assessment, and in the
case of other commercial or industrial property owned by one person or entity,
only one parcel in each county shall qualify for the 28 percent assessment.

(4) Employment property defiried in section 273.1313, during the period
provided in section 273.1313, shall constitute class 4d and shall be valued and
assessed at 20 percent of the first $50,000 of market value and 21.5 percent of the
remainder, except that for employment property located in an enterprise zone
designated pursuant to section 273.1312, subdivision 4, paragraph (c), clause (3),
the first $50,000 $60,000 of market value shall be valued and assessed at 31.5 28
percent and the remainder shall be assessed and valued at 38.5 percent, unless the
governing body of the city designated as an enterprise zone determines that a
specific parcel shall be assessed pursuant to the first clause of this sentence. The
governing body may provide for assessment under the first clause of the
preceding sentence only for property which is located in an area which has been
designated by the governing body for the receipt of tax reductions authorized by
section 273.1314, subdivision 9, paragraph (a).

Sec. 10. Minnesota Statutes 1984, section 273.13, subdivision 14a, is
amended to read:

Subd. 14a. BUILDINGS AND APPURTENANCES ON LAND NOT
OWNED BY OCCUPANT. The property tax to be paid in respect of the value
of all buildings and appurtenances thereto owned and used by the occupant for
the purposes of a homestead, which are located upon land subject to property
taxes and the title to which is vested in a person or entity other than the
occupant, for all purposes shall be reduced by 54 percent of the amount of the tax
in respect of the value not in excess of $67,000 $68,000 as otherwise determined
by law, but not by more than $656 $700.

Sec. 11. Minnesota Statutes 1984, section 273.13, subdivision 17b, is
amended to read: ]

Subd. 17b. VALUATION OF FARMERS HOME ADMINISTRA-
TION PROPERTY IN MUNICIPALITIES OF UNDER 10,000. (a) Notwith-
standing any other provision of law, except as provided in clause (b), any
structure
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(1) situated on real property that is used for housing for the elderly or for
low and moderate income families as defined by the farmers home administration,

(2) located in a municipality of less than 10,000 population,

(3) financed by a direct loan or insured loan from the farmers home
administration, and

(4) which qualifies under subdivision 17a, shall, for 15 years from the date
of the completion of the original construction or for the original term of the loan,
be assessed at five ten percent of the market value thereof, provided that the fair
market value as determined by the assessor is based on the normal approach to
value using normal unrestricted rents.

(b) A structure described in clause (a) shall be assessed at 20 percent of its
market value, but only in proportion to its occupancy by -elderly persons or low
and moderate income families as defined above unless (1) construction of the
structure had been commenced prior to January 1, 1984; or (2) the project had
been approved by the governing body of the municipality in which it is located
prior to June 30, 1983; or (3) financing of the project had been approved by a
federal or state agency prior to June 30, 1983,

Sec. 12. Minnesota Statutes 1984, section 273.13, subdivision 19, is
amended to read:

Subd. 19. CLASS 3D, 3DD. Residential real estate containing four or
more units, other than seasonal residential, recreational and homesteads shall be
classified as class 3d property and shall have a taxable value equal to 34 percent
of market value. Residential real estate containing three or less units, other than
seasonal residential, recreational and homesteads, shall be classified as class 3dd
property and shall have a taxable value equal to 28 percent of market value.

Residential real estate as used in this subdivision means real property used
or held for use by the owner thereof, or by his tenants or lessees as a residence for
rental periods of 30 days or more, but shall not include homesteads, or real estate
devoted to temporary or seasonal residential occupancy for recreational purposes.
Where a portion of a parcel of property qualified for class 3d or 3dd and a
portion does not qualify for class 3d or 3dd the valuation shall be apportioned
according to the respective uses.

Residential real estate containing less than four units when entitled to
homestead classification for one or more units shall be classed as 3b, 3c or 3cc
according to the provisions of subdivisions 6 and 7. A single rented or leased
dwelling unit located within or attached to a private garage or similar structure
owned by the owner of a homestead and located on the premises of that
homestead must be classified as 3b, 3¢, or 3cc as part of the owner’s homestead
according to the provisions of subdivisions 6 and 7. If more than one dwelling
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unit is attached to the structure, the units must be assessed as class 3d or 3dd
property.

For purposes of this subdivision, class 3d also includes hospitals licensed
under sections 144.50 to 144.56, other than hospitals exempt under section
272.02, and contiguous property used for hospital purposes, without regard to
whether the property has been platted or subdivided.

For purposes of this subdivision, class 3dd shall also include post-second-
ary student housing not to exceed one acre of land which is owned by a nonprofit

corporation organized under chapter 317 and is used exclusively by a sorority or
fraternity organization for housing. :

Sec. 13. Minnesota Statutes 1984, section 273.1311, is amended to read:
273.1311 FLEXIBLE HOMESTEAD BRACKETS.

The maximum amount of the market value of the homestead brackets
shall be adjusted as provided in this section.

For taxes payable in 1985 1987 and subsequent years, the commissioner
shall adjust the brackets used in the preceding assessment by the estimated
percentage increase in the statewide average assessors’ estimated market value, as
equalized by the state board of equalization, of a residential home for the current
assessment over the previous assessment. The revised bracket shall be rounded
to the nearest $500 $1,000, except that the brackets applicable to class 3cc
property shall be rounded to the nearest $500. The commissioner of revenue
shall determine and announce the revised bracket on December 15 of each year
preceding the assessment date.

Sec. 14. Minnesota Statutes 1984, section 273.133, is amended by adding
a subdivision to read:

Subd, 2a. CONTINUING CARE FACILITIES. When 2 building con-
taining several dwelling units is owned by an entity which is regulated under the
provisions of chapter 80D and operating as a continuing care facility enters into
residency agreements with persons who occupy a unit in the building and the
residency agreement entitles the resident to occupancy in the building after
personal assets are exhausted and regardless of ability to pay the monthly
maintenance fee, homestead classification shall be given to each unit so occupied
and the entire building shall be assessed in the manner provided in subdivision 1
for cooperatives and charitable corporations.

Sec. 15. [270.068] REVISION OF MINNESOTA ASSESSORS’
MANUAL.

In accordance with the provisions of Minnesota Statutes, section 270.06,
clause (14), the commissioner of revenue shall prepare a revised Minnesota
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assessors’ manual by July 1, 1986, and thereafter shall revise the manual in a
timely manner,

Sec. 16, LOCAL GOVERNMENT FINANCE STUDY COMMIS-
SION.

A local government finance study commission consisting of 18 members is
created, Nine members of the commission shall be members of the senate and
appointed by the committee on committees. Nine members of the commission °
shall be members of the house of representatives and appointed by the speaker.
The study commission shall elect a chairman from among its members and

—— e T o M

The purpose of the commission is to study the present local government
finance structure, concentrating on the state paid homestead credit, agricultural
credit, and local government aid programs. The commission will study the aid
distribution patterns past and present, and relationships between the aid pro-
grams, local government property tax levies, and local government spending
patterns, The commission may do all things necessary and reasonable to conduct
the study including holding meetings and soliciting testimony and information.
The commission shall make specific recommendations on changes in the present
system which encourage local government accountability while at the same time
attempting to simplify the property tax system. The commission shall expire on
February 1, 1986. Expenses of the commission including per diem and expenses
of commission members will be provided by the appointing authority.

Sec. 17. 1985 ADJUSTED ASSESSED VALUES,

The 1985 adjusted assessed value for each school district computed
pursuant to Minnesota Statutes, section 124.2131, shall be adjusted by the
department of revenue as provided in this section. Sales occurring for the
nine-month period from January 1, 1984, to September 30, 1984, shall not be
adjusted for financing terms of sales. Sales occurring for the 12-month period
from October 1, 1984, to September 30, 1985, shall be adjusted as necessary to
their cash equivalency value by taking financing terms of the sale into account.
The department shall compute an adjusted assessed value for the school district
based upon the aggregate ratio resulting from the nine-month time period using
unadjusted sales. The department shall also compute an adjusted assessed value
based upon the aggregate ratio resulting from the 12-month time period using
sales which have been adjusted to their cash equivalency. The school district’s
1985 adjusted assessed value shall be the arithmetic average of the two resulting
values as provided in this section,

The same methodology shall be used in determining the aggregate ratios
for distributing 1986 local government aids pursuant to Minnesota Statutes,
section 477A.011, subdivision 4.

Sec. 18. EFFECTIVE DATE,
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Section 3 and section 4, paragraph (d), are effective beginning with taxes

assessed in 1987 and payable in 1988 and thereafter. Sections 2, 4, paragraph (c),

enactment. The change in the classification ratio for employment property in

section 9 does not modify the required amount of local contribution for enterprise
zones, approved prior to enactment of this act, that provide local contributions in

lieu of the employment classification for projects already approved.

ARTICLE 4
PROPERTY TAX RECODIFICATION
Section 1. Minnesota Statutes 1984, section 13.58, is amended to read:

13.58 HOMESTEAD APPLICATION DATA.

The following data collected and maintained. by political subdivisions are
classified as private data pursuant to section 13.02, subdivision 12: the social
security account numbers and detailed financial data submitted by individuals
who are applying for class 3es 1b homestead classifications pursuant to section
273.13.

Sec. 2. Minnesota Statutes 1984, section 16A.641, subdivision 11, is
amended to read:

Subd. 11. CONSTITUTIONAL TAX LEVY. Under the Constitution,
article XI, section 7, the state auditor must levy each year on all taxable property
within the state a tax sufficient, with the amount then on hand in the state bond
fund, to pay all principal and interest on state bonds due and to become due to
and including July 1 in the second ensuing year. If levied; this tax must be
assessed and extended against real property used for the purposes of a homestead;
and 7. The tax is not subject to limitation of rate or amount. However, the
amount of money appropriated from other sources as provided in subdivision 10,
and actually received and on hand prior to the levy in any year, reduces the
amount of the tax otherwise required to be levied. The proceeds of the tax must
be credited to the state bond fund.

Sec. 3. Minnesota Statutes 1984, section 16B.60, subdivision 5, is amend-
ed to read:

Subd. 5. AGRICULTURAL BUILDING. “Agricultural building”
means a structure on agricultural land as defined in section 273.13, subdivision 6
23, designed, constructed, and used to house farm implements, livestock, or
agricultural produce or products used by the owner, lessee, and sublessee of the
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building and members of their immediate families, their employees, and persons
engaged in the pickup or delivery of agricultural produce or products.

Sec. 4. Minnesota Statutes 1984, section 18.023, subdivision 7, is amend-
ed to read:

Subd. 7. FINANCING. (a) A municipality may collect the amount
assessed against the property under subdivision 2 as a special assessment and may
issue obligations as provided in section 429.101, subdivision 1, provided that a
municipality at its option make any assessment levied payable with interest in
installments not to exceed five years from the date of the assessment.

(b) After a contract for the sanitation or approved treatment of trees on
private property has been let, or the work commenced, the municipality may
issue obligations to defray the expense of any such work financed by special
assessments imposed upon private property. Section 429.091 shall apply to such
obligations with the following modifications:

(1) Such obligations shall be payable not more than five years from the
date of issuance; and

(2) No election shall be required.

Obligations issued under the provisions of this clause shall not be con-
sidered bonded indebtedness for the purposes of section 273.13; subdivisions 6
and . The certificates shall not be included in the net debt of the issuing ‘
municipality. ‘

Sec. 5. Minnesota Statutes 1984, section 47.58, subdivision 2, is amended
to read:

Subd. 2. AUTHORIZATION. Pursuant to rules which the commission-
er of commerce or commissioner of insurance may find to be necessary and
proper, if any, and subject to federal laws and regulations, lenders may make
investments in reverse mortgage loans and purchases of obligations representing
reverse mortgage loans, provided the aggregate total of committed principal of
the investment in reverse mortgage loans by any bank, savings bank, or savings
and loan association, does not exceed five percent of that lender’s total deposits
and savings accounts. This limitation shall be determined at each June 30 and
December 31 for the following six month period. Any decline in the total of
deposits and savings accounts subsequent to a determination may be disregarded.
Security for loans made under this section shall be a first lien on residential
property (a) which the borrower occupies as principal residence and which
qualifies for a homestead eredit classification pursuant to section 273.13, and (b)
to which the borrower alone has title.

Sec. 6. Minnesota Statutes 1984, section 47.58, subdivision 3, is amended
to read:
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sions 6 and 7; and shall be subject to no limitation of rate or amount until all
such bonds and interest thereon are fully paid. The proceeds of this tax are
appropriated and shall be credited to the state bond fund, and the principal of
and interest on the bonds are payable from such proceeds, and the whole thereof,
or so much as may be necessary, is appropriated for such payments.

Sec. 8. Minnesota Statutes 1984, section 85A.05, subdivision 5, is
amended to read:

Subd. 5. TAX LEVY, On or before December 1 in each year the state
auditor shall levy on all taxable property within the state whatever tax may be
necessary to produce an amcunt sufficient, with all money then and theretofore
credited to the Minnesota zoological garden bond account, to pay the entire
amount of principal and interest then and theretofore due and principal and
interest to become due on or before July 1 in the second year thereafter on
Minnesota zoological garden bonds. This tax shall be levied upon all real
property used for the purposes of a homestead; as well as other taxable property;
notwithstanding the provisions of section 273.13; subdivisions 6 and 7; and shall
be subject to no limitation of rate or amount until all such bonds and interest
thereon are fully paid. The proceeds of this tax are appropriated and shall be
credited to the state bond fund, and the principal of and interest on the bonds are
payable from such proceeds, and the whole thereof, or so much as may be
necessary, is appropriated for such payments. If at any time there is insufficient
money from the proceeds of such taxes to pay the principal and interest when due
on Minnesota zoological garden bonds, such principal and interest shall be paid
out of the general fund in the state treasury, and the amount necessary therefor is
hereby appropriated, with such sums from tax levies and the general fund subject
to future reimbursement to the bond fund by the Minnesota zoological garden
bond account as indicated in section 85A.04, subdivision 2.

Sec. 9. Minnesota Statutes 1984, section 93.55, subdivision 2, is amended
to read:

Subd. 2. The commissioner shall notify the last owner of record on file
. in either the county recorder’s or registrar of titles’ office of a hearing on an order
to show cause why the mineral interest should not forfeit to the state absolutely.
The notice shall be served in the same manner as provided for the service of
summons in a civil action to determine adverse claims under chapter 559 and
shall contain the following: (1) the legal description of the property upon or
beneath which the interest exists; (2) a recitation that the statement of severed
mineral interest either did not comply with the requirements specified by section
93.52 for such a statement or was not filed within the time specified in section
93.55, or both; and (3) that the court will be requested to enter an order
adjudging the forfeiture of the mineral interest to be absolute in the absence of a
showing that there was substantial compliance with laws requiring the registra-
tion and taxation of severed mineral interests. For the purposes of this section,
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substantial compliance with laws requiring the registration and taxation of
severed mineral interests means: (1) that the records in the office of the county
recorder or registrar of titles specified the true ownership of the severed mineral

interest during the time period within which the statement of severed mineral

interest should have been registered with the county recorder or the registrar of
titles, or that probate, divorce, bankruptcy, mortgage foreclosure, or other

proceedings affecting the title had been timely initiated and diligently pursued by

the true owner during the time period within which the severed mineral interest -
statement should have been registered, and (2) that all taxes relating to severed

mineral interests had been timely paid, including any taxes which would have

been due and owing under section 27313 273.165, subdivision 2a 1, had the

interest been properly filed for record as required by section 93.52 within the time

specified in section 93.55. For the purposes of this section, “timely paid” means

paid within the time period during which tax forfeiture would not have been

possible had a real property tax been assessed against the property.

Sec. 10. Minnesota Statutes 1984, section 97.488, subdivision 1la, is
amended to read: '

Subd. la. APPLICATION. The provisions of subdivision 1 do not apply
to plants on land classified for property tax purposes as class 3 o 3b 2a or 2¢
agricultural land pursuant to section 273.13, or on ditches and roadways. The
provisions of subdivision 1 do not apply to noxious weeds designated pursuant to
sections 18.171 to 18.315 or to weeds otherwise designated as troublesome by the
department of agriculture. When control of noxious weeds is necessary, it takes
priority over the protection of endangered plant species, as long as reasonable
effort is taken to preserve the endangered plant species first.

The taking or killing of an endangered plant species on land adjacent to
class 3 or 3b agricultural land as a result of the application of pesticides or other
agricultural chemical on the class 3 or 3b land shall not be a violation of
subdivision 1, as'long as reasonable care is taken in the pesticide or other
chemical application to avoid impact on adjacent lands.

The accidental taking of an endangered plant, where the existence of the
plant is ‘not known at the time of the taking, shall not be a violation of
subdivision 1.

For the purpose of this subdivision, class 3 or 3b agricultural land does
not include timber land, waste land, or any land for which the owner receives a
state paid wetlands or native prairie tax credit.

Sec. 11. Minnesota Statutes 1984, section 110A.28, subdivision 11, is
amended to read:

Subd. 11. A district shall not, in the exercise of the powers conferred by
sections 110A.01 to 110A.36, provide service to actual or potential residential,
commercial, industrial or publicly-owned land uses within one-half mile of the
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limits of a city of up to 20,000 persons without approval by the city council.
Approval shall not be required prior to serving class 3b 2a lands as defined in
section 273.13,

Sec. 12. Minnesota Statutes 1984, section 110A.28, subdivision 12, is
amended to read:

Subd. 12. A district shall not, in the exercise of the powers conferred by
sections 110A.01 to 110A.36, provide service to actual or potential residential,
commercial, industrial or publicly-owned land uses within one mile of the limits
of a city of more than 20,000 persons without approval by the city council.
Approval shall not be required prior to serving class 3b 2a lands as defined in
section 273.13.

Sec. 13. Minnesota Statutes 1984, section 115A.58, subdivision 6, is
amended to read:

Subd. 6. SECURITY. On or before December 1 in each year the state
auditor shall levy on all taxable property within the state whatever tax may be
necessary to produce an amount sufficient, with all money currently credited to
the debt service account, to pay the entire amount of principal and interest
currently due and the principal and interest to become due before July 1 in the
second year thereafter on Minnesota waste management bonds. This tax shall be
levied upoen all real property used for the purpeses of a homestead; as well as
sions 6 and 7; and shall be subject to no limitation of rate or amount until all the
bonds and interest thereon are fully paid. The proceeds of this tax are
appropriated to the debt service account. The principal of and interest on the
bonds are payable from the proceeds of this tax.

Sec. 14. Minnesota Statutes 1984, section 116.17, subdivision 6, is
amended to read:

Subd. 6, TAX LEVY, On or before December 1 in each year the state
auditor shall levy on all taxable property within the state whatever tax may be
necessary to produce an amount sufficient, with all money then and theretofore
credited to the bond account, to pay the entire amount of principal and interest
then and theretofore due and principal and interest to become due on or before
July 1 in the second year thereafter on Minnesota water pollution control bonds.
This tax shall be levied upon all real property used for the purposes of a
homestead; as well as other taxable property; notwithstanding the provisions of
section 273.13; subdivisions 6 and 7; and shall be subject to no limitation of rate
or amount until all such bonds and interest thereon are fully paid. The proceeds
of this tax are appropriated and shall be credited to the state bond fund, and the
principal of and interest on the bonds are payable from such proceeds, and the
whole thereof, or so much as may be necessary, is appropriated for such
payments. If at any time there is insufficient money from the proceeds of such
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taxes to pay the principal and interest when due on Minnesota water pollution
control bonds, such principal and interest shall be paid out of the general fund in
the state treasury, and the amount necessary therefor is hereby appropriated.

Sec. 15. Minnesota Statutes 1984, section 116C.63, subdivision 4, is
amended to read:

Subd. 4. When private real property defined as class 3; 3b; 3e; 3ee; 34;
of 3f la, 1b, 2a, 2c, 4a, 5a, or 6a pursuant to section 273.13 is proposed to be
acquired for the construction of a site or route by eminent domain proceedings,
the fee owner, or when applicable, the fee owner with the written consent of the
contract for deed vendee, or the contract for deed vendee with the written
consent of the fee owner, shall have the option to require the utility to condemn a
fee interest in any amount of contiguous, commercially viable land which he
wholly owns or has contracted to own in undivided fee and elects in writing to
transfer to the utility within 60 days after his receipt of the notice of the objects
of the petition filed pursuant to section 117.055. Commercial viability shall be
determined without regard to the presence of the utility route or site. The owner
or, when applicable, the contract vendee shall have only one such option and may
not expand or otherwise modify his election without the consent of the utility.
The required acquisition of land pursuant to this subdivision shall be considered
an acquisition for a public purpose and for use in the utility’s business, for
purposes of chapter 117 and section 500.24, respectively; provided that a utility
shall divest itself completely of all such lands used for farming or capable of being
used for farming not later than the time it can receive the market value paid at
the time of acquisition of lands less any diminution in value by reason of the
presence of the utility route or site. Upon the owner’s election made under this
subdivision, the easement interest over and adjacent to the lands designated by
the owner to be acquired in fee, sought in the condemnation petition for a high
voltage transmission line right-of-way shall automatically be converted into a fee
taking.

Sec. 16. Minnesota Statutes 1984, section 116J.64, subdivision 6, is
amended to read: '

Subd. 6. The remaining 20 percent of the tax revenue received by the
county auditor under section 273-13 273.165, subdivision 2a 1 shall be remitted
by the county auditor to the state treasurer and shall be deposited in a special
account called the “Indian business loan account”, which shall be a revolving
fund created and established under the jurisdiction and control of the agency,
which may engage in a business loan program for American Indians as that term
is defined in subdivision 2. The tribal councils may administer the fund,
provided that, before making any eligible loans, each tribal council must submit
to the agency, for its review and approval, a plan for that council’s loan program
which specifically describes, as to that program, its content, utilization of funds,
administration, operation, implementation, and other matters required by the
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agency. All such programs must provide for a reasonable balance in the
distribution of funds appropriated pursuant to this section for the purpose of
making business loans between Indians residing on and off the reservations within
the state. As a condition to the making of such eligible loans, the tribal councils
shall enter into a loan agreement and other contractual arrangements with the
agency for the purpose of carrying out the provisions of this chapter, and shall
agree that all official books and records relating to the business loan program
shall be subject to audit by the legislative auditor in the same manner prescribed
for agencies of state government.

Whenever any moneys are appropriated by the state treasurer to the
agency solely for the above-specified purpose or purposes, the agency shall
establish a separate bookkeeping account or accounts in the Indian business loan
fund to record the receipt and disbursement of such moneys and of the income,
gain and loss from the investment and reinvestment thereof.

Sec. 17. Minnesota Statutes 1984, section 124.155, subdivision 2, is
amended to read:

Subd, 2, SUBTRACTION FROM AIDS. The amount specified in Laws
1981, Third Special Session chapter 2, article 4, section 3, subdivision 2, as
amended by Laws 1982, chapter 548, article 7, section 7, as further amended by
Laws 1982, Third Special Session chapter 1, article III, section 4 shall be
subtracted from the following state aids and credits in the order listed in fiscal
year 1983, The amount specified in subdivision 1 shall be used to adjust the
following state aids and credits in the order listed:

(2) Foundation aid as authorized in section 124.212, subdivision 1;
(b) Secondary vocational aid authorized in section 124.573;
(c) Special education aid authorized in section 124.32;

(d) Secondary vocational aid for handicapped children authorized in
section 124.574;

(e) Gifted and talented aid authorized in section 124.247;

(f) Aid for pupils of limited English proficiency authorized in section
124.273;

(2) Aid for chemical use programs authorized in section 124.246;

(h) Transportation aid authorized in section 124.225;

(i) Community education programs aid authorized in section 124.271;
() Adult education aid authorized in section 124.26;

(k) Capital expenditure equalization aid authorized in section 124.245;
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() Homestead credit authorized in section 273.13, subdivisions 6; % and
14a 22 and 23; -

(m) Reduced assessment oredit authorized in section 273-139;

{n) Wetlands credit authorized in section 273.115;

(o) (n) Native prairie credit authorized in section 273.116; and

) (0) Attached machinery aid authorized in section 273.138, subdivision

The commissioner of education shall schedule the timing of the reductions
from state aids and credits specified in Laws 1981, Third Special Session chapter
2, article 4, section 3, subdivision 2, as amended by Laws 1982, chapter 548,
article 7, section 7, as further amended by article III, section 4 of this act, and the
adjustments to state aids and credits specified in subdivision 1, as close to the end
of the fiscal year as possible and in such a manner that will minimize the impact
of Laws 1981, Third Special Session chapter 2, article 4, as amended, on the cash
flow needs of the school districts.

Sec. 18. Minnesota Statutes 1984, section 124.2131, subdivision 3, is
amended to read:

Subd. 3. DECREASE IN IRON ORE ASSESSED VALUE, (1) RE-
DETERMINATION OFE ASSESSED VALUE, If in any year the assessed value
of any district is less than the assessed value of the immediate preceding year; the
prior to October 16 of that assessment year; redetermine for all purposes the
adjusted assessed value of the immediate preceding year taking into account the
decrease in assessed value: On or before November 1 of the assessment year; the
value with the comumissioner of education who shall thereupon ecertify to the
value and the appropriate levy limits of the school districts affected pursuant to
section 275-125; subdivision 10. Netwithstanding section 275:07; the districts
affected may certify the taxes voted to the county auditor on or before December
1

) IRON ORE VALUE, If in any year the assessed value of class 1 and

subdivision 2, in any district is less than the assessed value of such property in the
immediately preceding year, the equalization aid review committee shall redeter-
mine for all purposes the adjusted assessed value of the immediately preceding
year taking into account only the decrease in assessed value of class 1 and class
1a 9a property. If subdivision 2, clause (a) is applicable to such a district, the
decrease in class 1 and elass la 9a property shall be applied to the adjusted

Changes or additions are indicated by underline, deletions by strikeout.

Copyright © 1985 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




LAWS of MINNESOTA. for 1985
FIRST SPECIAL SESSION

Ch. 14, Art. 4 2403

assessed value as limited therein. In all other respects, the provisions of clause
(1) shall be applicable.

Sec. 19. Minnesota Statutes 1984, section 124.2137, subdivision 1, is
amended to read:

Subdivision 1. TAX REDUCTIONS, The county auditor shall reduce
the tax for school purposes on all property receiving the homestead credit
pursuant to section 273.13, subdivision 6 23, by an amount equal to 33 36 percent
of the tax levy imposed on up to 320 acres of land including the buildings and
structures thereon but excluding all dwellings and an acre of land for each
dwelling. The county auditor shall reduce the tax for school purposes on the
next 320 acres classified pursuant to section 273.13; subdivision 6 by an amount
equal to 15 percent of the tax levy imposed on the property. The tax on all other
agricultural lands classified pursuant to section 273.13, subdivision 6 shall be
reduced 23, including buildings and structures thereon but excluding all dwellings

section 273.13, subdivision 23, paragraph (b) by an amount equal to ten 26
percent of the tax levy imposed on the property., The tax on the first 320 acres of
agricultural land classified pursuant to section 273-13; subdivision 4 including
buildings and structures thereon but excluding all dwellings and an acre of land
for each dwelling and The tax on all real estate devoted to temporary and
seasonal residential occupancy for recreational purposes, but not devoted to
commercial purposes, shall be reduced by an amount equal to 15 percent of the
tax imposed on the property. The tax en timber land classified pussuant to
section 273.-13; subdivision 8a and agricultural land in excess of 320 acres
eclassified pursuant to section 273.13; subdivision 4 shall be reduced by an amount
equal to ten percent of the tax levy imposed on the property- The amounts so
computed by the county auditor shall be submitted to the commissioner of
revenue as part of the abstracts of tax lists required to be filed with the
commissioner under the provisions of section 275.29. Any prior year adjust-
ments shall also be certified in the abstracts of tax lists. The commissioner of
revenue shall review the certifications to determine their accuracy. He may
make changes in the certification as he may deem necessary or return a
certification to the county auditor for corrections, The amount of the reduction
provided under this subdivision which any taxpayer can receive on all qualifying
property which he owns shall not exceed $4,000 in the case of agricultural
property and shall not exeeed $100 in the case of seasonal residential recreational
property. In the case of property owned by more than one person, the maximum
amount of the reduction shall apply to the total of all the owners. For purposes
of computing the credit pursuant to this subdivision, the “tax levy” shall be the
tax levy reduced by the credits provided by sections 273.115, 273.116, 273.123,
273.42, subdivision 2, and 473H.10.

Sec. 20. Minnesota Statutes 1984, section 124.2138, subdivision 4, is
amended to read:
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Subd. 4. NONAGRICULTURAL DISTRICT DEFINED. For the pur-
poses of this section and section 124A.037, nonagricultural district means a
district where the assessed valuation of agricultural land identified in section
273.13, subdivisions 4; 6; and 6a subdivision 23, comprises less than 60 percent of
the assessed valuation of the district.

Sec. 21.° Minnesota Statutes 1984, section 124.2139, is amended to read:

124.2139 REDUCTION OF HOMESTEAD CREDIT PAYMENTS TO
SCHOOL DISTRICTS.
pursuant to section 273-13; subdivisions 6; 7; and 14a; in fiscal year 19835 for taxes
payable in 1984; and each year thereafter; The commissioner of revenue shall
reduce these payments to any schoel district homestead credit payments made to
school districts pursuant to section 273.13, subdivisions 22 and 23, by the product
of:

(1) the district’s fiscal year 1984 payroll for coordinated plan members of
the public employees retirement association, times

(2) the difference between the employer contribution rate in effect prior to
July 1, 1984, and the total employer contribution rate in effect after June 30,

1984.

Sec. 22. Minnesota Statutes 1984, section 124.46, subdivision 3, is
amended to read:

Subd. 3. The commissioner of finance shall maintain a separate school
loan bond account in the state bond fund, showing all moneys transferred to that
fund for the payment of school loan bonds and all income received from the
investment of such moneys. Upon the issuance of each series of school loan
bonds the commissioner of finance shall deduct from the proceeds thereof and
credit to said bond account a sum sufficient, with the balance then on hand in
said account, to pay all interest to become due on such bonds on and before July
1 in the second ensuing year. On the first day of November in each year there
shall be transferred to the bond account all or so much of the moneys then on
hand in the loan repayment account in the maximum effort school loan fund as
will be sufficient, with the balance then on hand in said bond account, to pay all
principal and interest then and theretofore due and to become due within the next
ensuing year and to and including July 1 in the second ensuing year on school
loan bonds issued and sold pursuant to this section. In the event that moneys are
not available for such transfer in the full amount required, the state auditor shall
levy on all taxable property within the state a tax sufficient to meet the
deficiency. Such tax shall be levied upon all real property used for the purposes
of a homestead; as well as other taxable property; notwithstanding the provisions
of section 273.13; subdivisions 6 and % and shall be and remain subject to no
limitation of rate or amount until all school loan bonds and all interest thereon
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are fully paid. The proceeds of this tax are hereby irrevocably appropriated and
shall be credited to the state bond fund, but the school loan bond account is
appropriated as the primary source of payment of such bonds and interest, and
only so much of said tax as may be necessary is appropriated for this purpose. If
any principal or interest on school loan bonds should become due at any time
when there is not on hand a sufficient amount from any of the sources herein
appropriated for the payment thereof, it shall nevertheless be paid out of the
general fund in the state treasury, and the amount necessary therefor is hereby
appropriated; but any such payments shall be reimbursed from the proceeds of
taxes levied as required herein, and any such payments made from taxes shall be
reimbursed from the loan repayment account in the maximum effort school loan
fund, when the balance therein is sufficient.

Sec. 23. Minnesota Statutes 1984, section 124A.02, subdivision 11, is
amended to read:

Subd. 11, MINIMUM AID. A qualifying district’s minimum aid for
each school year shall equal its minimum guarantee for that school year, minus
the sum of: :

(1) The amount of the district’s state school agricultural tax credit aid for
that school year;

(2) The amount by which property taxes of the district for use in that
school year are reduced by the homestead credit provisions in section 273.13,
subdivisions 6; 7; and 14a 22 and 23;

(3) The amount by which property taxes of the district for use in _that

school year are reduced by the taconite homestead credit provisions in section
273.135;

(4) The amount by which property taxes of the district for use in that
school year are reduced by the attached machinery provisions in section 273.138,
subdivision 6;

(5) The amount by which property taxes of the district for use in that
school year are reduced by the state paid wetlands credit provisions in section
273.115;

(6) The amount by which property taxes of the district for use in that
school year are reduced by the state paid native prairie credit provisions in
section 273.116;

(7) The amount by which property taxes of the district for use in that

school year are reduced by the state reimbursed disaster or emergency reassess-
ment provisions in section 273.123; and
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(8) The amount by which property taxes of the district for use in that
school year are reduced by the metropolitan agricultural preserve provisions in
section 473H.10.

Sec. 24. Minnesota Statutes 1984, section 124A.02, subdivision 12, is
amended to read:

Subd. 12. MINIMUM AID QUALIFYING DISTRICT. A district
where the assessed valuation of agricultural land identified in section 273.13,
subdivisions 4; 6 and 6a subdivision 23, comprises 60 percent or more of the
assessed valuation of the district shall qualify for minimum aid.

Sec. 25. Minnesota Statutes 1984, section 136.40, subdivision 7, is
amended to read:

Subd. 7. TAX LEVY. On or before December 1 in each year the state
auditor shall levy on all taxable property within the state whatever tax may be
necessary to produce an amount sufficient, with all money then and theretofore
credited to the Minnesota state university bond account, to pay the entire amount
of principal and interest then and theretofore due and principal and interest to
become due on or before July 1 in the second year thereafter on Minnesota state
university bonds. This tax shall be levied upon all real property used for the
purposes of a homestead; as well as other taxable property; notwithstanding the
provisions of section 273.13; subdivisions 6 and 7; and shall be subject to no
limitation of rate or amount until all such bonds and interest thereon are fully
paid. The proceeds of this tax are appropriated and shall be credited to the state
bond fund, and the principal of and interest on the bonds are payable from such
proceeds, and the whole thereof, or so much as may be necessary, is appropriated
for such payments. If at any time there is insufficient money from the proceeds
of such taxes to pay the principal and interest when due on Minnesota state
university bonds, such principal and interest shall be paid out of the general fund
in the state treasury, and the amount necessary therefor is hereby appropriated.

Sec. 26. Minnesota Statutes 1984, section 136C.43, subdivision 6, is
amended to read:

Subd. 6. TAX LEVY, On or before December 1 in each year, if the full
amount appropriated to the bond account in subdivision 5 has not been credited
thereto, the tax required by the Constitution shall be levied upon all taxable
property within the state. This tax shall be levied upon all real property used for
the purposes of a homestead; as well as other taxable property; notwithstanding
the provisions of section 273.13; subdivisions 6 and 7; and shall be subject to no
limitation of rate or amount until all vocational technical building bonds and
interest thereon are fully paid. The proceeds of this tax are appropriated and
shall be credited to the state bond fund, and the principal of and interest on the
bonds are payable from such proceeds, and the whole thereof, or so much as may
be necessary, is appropriated for such payments. If at any time there is not
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sufficient money from the proceeds of such taxes to pay the principal and interest
when due on vocational technical building bonds, such principal and interest shall
be paid out of the general fund in the state treasury, and the amount necessary
therefor is hereby appropriated.

Sec. 27. Minnesota Statutes 1984, section 167.52, is amended to read:
167.52 TAX LEVY,

The state auditor shall levy each year on all taxable property within the
state whatever tax may be necessary to produce an amount sufficient, with all
money then and theretofore transferred under section 167.51, and all income
from the investment thereof, to pay the entire amount of principal and interest
which is then due or is to become due within the then ensuing year and to and
including July 1 of the second ensuing year, on Minnesota trunk highway bonds
heretofore issued and all such bonds hereafter issued pursuant to section 167.50.
Such tax shall be levied upon all real property used for the purpeses of a
homestead; as well as other taxable property; notwithstanding the provisiens of
section 273-13; subdivisions 6 and 7- Such tax shall be subject to no limitation of
rate or amount until all such bonds and all interest thereon are fully paid. The
proceeds of such taxes are appropriated and credited to the state bond fund, and
the principal and interest of said bonds are payable from the proceeds of such
taxes, and the whole thereof, or so much thereof as may be necessary, is
appropriated for such payments. If at any time there is insufficient money from
the proceeds of the taxes provided for herein to pay the principal and interest
when due on such bonds, then such principal and interest shall be paid out of the
general fund in the state treasury, and the amount necessary therefor is hereby
appropriated. The general fund shall be reimbursed from the proceeds of said
taxes when received.

Sec. 28. Minnesota Statutes 1984, section 168.012, subdivision 9, is
amended to read:

Subd. 9. Manufactured homes shall not be taxed as motor vehicles using
the public streets and highways and shall be exempt from the motor vehicle tax
provisions of this chapter. Except as provided in section 27343 274.19, manu-
factured homes shall be taxed as personal property. The provisions of Minnesota
Statutes 1957, Section 272.02 or any other act providing for tax exemption shall
be inapplicable to manufactured homes, except such manufactured homes as are
held by a licensed dealer and exempted as inventory. House trailers not used on
the highway during any calendar year shall be taxed as manufactured homes if
occupied as human dwelling places.

Sec. 29. Minnesota Statutes 1984, section 174.51, subdivision 6, is
amended to read:

Subd. 6. On or before December 1 in each year, if the full amount
appropriated to the bond account in subdivision 5 has not been credited thereto,
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the tax required by article XI of the constitution shall be levied upon all taxable
property within the state. This tax shall be levied upon all real property used for
the purposes of a homestead; as well as other taxable property; notwithstanding
thepsewswnsefseeﬂeﬂzm%subdmmeaséand%aﬂdshallbesubjectto no
limitation of rate or amount until all Minnesota state transportation bonds and
interest thereon are fully paid. The proceeds of this tax are appropriated and
shall be credited to the state bond fund, and the principal of and interest on the
bonds are payable from such proceeds, and the whole thereof, or so much as may
be necessary, is appropriated for such payments. If at any time there is not
sufficient money from the proceeds of such taxes to pay the principal and interest
when due on Minnesota state transportatlon bonds, such principal and interest
shall be paid out of the general fund in the state treasury, and the amount

necessary therefor is hereby appropriated.

Sec. 30. Minnesota Statutes 1984, section 272.02, subdivision 1, as
amended by Laws 1985, chapter 300, section 4, is amended to read:

Subdivision 1. All property described in this section to the extent herein
limited shall be exempt from taxation: .

(1). All public burying grounds;

(2) All public schoolhouses;

(3) All public hospitals;

(4) All academies, colleges, and universities, and all seminaries of learning;
(5) All churches, church property, and houses of worship;

(6) Institutions of purely public charity except parcels of property contain-
ing structures and the structures assessed pursuant to section 273-13; subdivisions

17, 17, 7c ox 174 as class 7(a), (b), (c), or (d);
(7) All public property exclusively used for any public purpose;

(8) Except for the taxable personal property enumerated below, all
personal property and the property described in section 272. 03 subdivision 1,
clause (c) shall be exempt.

The following personal property shall be taxable:

(a) personal property which is part of an electric generating, transmission,
or distribution system or a pipeline system transporting or distributing water, gas,
crude oil, or petroleum products or mains and pipes used in the distribution of
steam or hot or chilled water for heating or cooling buildings and structures;

(b) railroad docks and wharves which are part of the operating property of
a railroad company as defined in section 270.80;

(c) personal property defined in section 272.03, subdivision 2, clause (3);
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(d) leasehold or other personal property interests which are taxed pursuant
to section 272.01, subdivision 2; 273-13; subdivision 7b or Zd 273.124, subdivi-
sion 7; or 273.19, subdivision 1; or any other law providing the property is
taxable as if the lessee or user were the fee owner;

(e) property classified as class 2a property manufactured homes and
sectional structures; and

(f) flight property as defined in section 270.071.

(9) Real and personal property used primarily for the abatement and
control of air, water, or land pollution to the extent that it is so used, other than
real property used primarily as a solid waste disposal site.

Any taxpayer requesting exemption of all or a portion of any equipment or
device, or part thereof, operated primarily for the control or abatement of air or
water pollution shall file an application with the commissioner of revenue. The
equipment or device shall meet standards, regulations or criteria prescribed by the
Minnesota Pollution Control Agency, and must be installed or operated in
accordance with a permit or order issued by that agency. The Minnesota
Pollution Control Agency shall upon request of the commissioner furnish infor-

* mation or advice to the commissioner. If the commissioner determines that
property qualifies for exemption, he shall issue an order exempting the property
from taxation. The equipment or device shall continue to be exempt from
taxation as long as the permit issued by the Minnesota Pollution Control Agency
remains in effect.

(10) Wetlands. For purposes of this subdivision, “wetlands” means (1)
land described in section 105.37, subdivision 15, or (2) land which is mostly
under water, produces little if any income, and has no use except for wildlife or |
water conservation purposes, provided it is preserved in its natural condition and |
drainage of it would be legal, feasible, and economically practical for the
production of livestock, dairy animals, poultry, fruit, vegetables, forage and
grains, except wild rice. ‘“Wetlands” shall include adjacent land which is not
suitable for agricultural purposes due to the presence of the wetlands. “Wet-
lands” shall not include woody swamps containing shrubs or trees, wet meadows,
meandered water, streams, rivers, and floodplains or river bottoms. Exemption
of wetlands from taxation pursuant to this section shall not grant the public any
additional or greater right of access to the wetlands or diminish any right of
ownership to the wetlands.

(t1) Native prairie. The commissioner of the department of natural
resources shall determine lands in the state which are native prairie and shall
notify the county assessor of each county in which the lands are located. Pasture
land used for livestock grazing purposes shall not be considered native prairie for
the purposes of this clause and section 273.116. Upon receipt of an application
for the exemption and credit provided in this clause and section 273.116 for lands

Changes or additions are indicated by underline, deletions by strikeout.

Copyright © 1985 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved. -




2410 LAWS of MINNESOTA for 1985 Ch. 14, Art. 4
FIRST SPECIAL SESSION

for which the assessor has no determination from the commissioner of natural
resources, the assessor shall refer the application to the commissioner of natural
resources who shall determine within 30 days whether the land is native prairie
and notify the county assessor of his decision. Exemption of native prairie
pursuant to this clause shall not grant the public any additional or greater right
of access to the native prairie or diminish any right of ownership to it.

(12) Property used in a continuous program to provide emergency shelter
for victims of domestic abuse, provided the organization that owns and sponsors
the shelter is exempt from federal income taxation pursuant to section 501(c)(3)
of the Internal Revenue Code of 1954, as amended through December 31, 1982,
notwithstanding the fact that the sponsoring organization receives funding under
section 8 of the United States Housing Act of 1937, as amended.

(13) If approved by the governing body of the municipality in which the
property is located, property not exceeding one acre which is owned and operated
by any senior citizen group or association of groups that in general limits
membership to persons age 55 or older and is organized and operated exclusively
for pleasure, recreation, and other nonprofit purposes, no part of the net earnings
of which inures to the benefit of any private shareholders; provided the property
is used primarily as a clubhouse, meeting facility or recreational facility by the
group or association and the property is not used for residential purposes on
either a temporary or permanent basis.

(14) To the extent provided by section 295.44, real and personal property
used or to be used primarily for the production of hydroelectric or hydromechan-
ical power on a site owned by the state or a local governmental unit which is
developed and operated pursuant to the provisions of section 105.482, subdivi-

sions 1, 8 and 9.

(15) If approved by the governing body of the municipality in which the
“property is located, and if construction is commenced after June 30, 1983:

(a) a “direct satellite broadcasting facility” operated by a corporation
licensed by the federal communications commission to provide direct satellite
broadcasting services using direct broadcast satellites operating in the 12-ghz.

band;

(b) a “fixed satellite regional or national program service facility” operated
by a corporation licensed by the federal communications commission to provide
fixed satellite-transmitted regularly scheduled broadcasting services using satel-
lites operating in the 6-ghz. band; and

(c) a facility at which a licensed Minnesota manufacturer produces
distilled spirituous liquors, liqueurs, cordials, or liquors designated as specialties
regardless of alcoholic content, but not including ethyl alcohol, distilled with a
majority of the ingredients grown or produced in Minnesota.
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An exemption provided by paragraph (15) shall apply for a period not to exceed
five years. When the facility no longer qualifies for exemption, it shall be placed
on the assessment rolls as provided in subdivision 4. Before approving a tax
exemption pursuant to this paragraph, the governing body of the municipality
shall provide an opportunity to the members of the county board of commission-
ers of the county in which the facility is proposed to be located and the members
of the school board of the school district in which the facility is proposed to be
located to meet with the governing body., The governing body shall present to
the members of those boards its estimate of the fiscal impact of the proposed
property tax exemption. The tax exemption shall not be approved by the
governing body until the county board of commissioners has presented its written
comment on the proposal to the governing body, or 30 days has passed from the
date of the transmittal by the governing body to the board of the information on
the fiscal impact, whichever occurs first.

The exemptions granted by this subdivision shall be subject to the limits
contained in the other subdivisions of this section; section 272.025, or section
273-13; subdivisions 17; 17b; e, or 17d-

(16) Real and personal property owned and operated by a private,

nonprofit corporation exempt from federal income taxation pursuant to United -

States Code, title 26, section 501(c)(3), primarily used in the generation and
distribution of hot water for heating buildings and structures.

Sec. 31. Minnesota Statutes 1984, section 272.02, is amended by adding
a subdivision to read:

Subd. la. The exemptions granted by subdivision 1 are subject to the
limits contained in the other subdivisions of this section, section 272.025, or
273.13, subdivision 28 paragraphs (a), (b), (_) and ().

Sec. 32. Minnesota Statutes 1984, section 272.039, is amended to read:

© 272.039 LEGISLATIVE FINDINGS AND CONCLUSIONS RELATED
TO THE TAXATION OF MINERALS OWNED SEPARATELY FROM THE
SURFACE.

The legislature finds, for the reasons stated below, that a class of real
property has been created which, although not exempt from taxation, is not
assessed for tax purposes and does not, therefore, contribute anything toward the
cost of supporting the governments which protect and preserve the continued
existence of the property. These reasons are as follows: (1) In the case of
Washburn v. Gregory, 1914, 125 Minn. 491, 147 N.W. 706, the Minnesota
Supreme Court determined that where mineral interests are owned separately
from the surface interests in real estate, the mineral interest is a separate interest
in land, separately taxable, and does not forfeit if the overlying surface interest
forfeits for nonpayment of taxes due on the surface interest; (2) Since this 1914
decision, mineral interests owned separately from the surface have been valued
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and assessed for tax purposes, as a practical matter, only if the value of the
minerals has been determined through drilling and drill core analysis; and (3)
The absence of any taxation of mineral interests owned separately from the
surface, except where drilling analysis is available, has encouraged the separation
of ownership of surface and mineral estates and resulted in the creation of
hundreds of thousands of acres of untaxed mineral estate lands which thus are
immune from tax forfeiture. The legislature also finds that the province of
Ontario in Canada, which has land ownership patterns and mineral characteris-
tiés similar to that of Minnesota, has imposed a tax of $.50 an acre on minerals
owned separately from the surface since 1968, and 8.10 an acre before that. The
legislature further finds that the identification of separately owned mineral
interests by taxing authorities requires title searches which are extremely burden-
some and, where no public tract index is available, prohibitively expensive. This
result is caused in part by the decision in Wichelman v. Messner, 1957, 250
Mion. 88, 83 N.W. (2d) 800, where the so called “40 year law” was held
inapplicable to mineral interests owned separately from surface interests. On the
basis of the above findings, and for the purpose of requiring mineral interests
owned separately from surface interests to contribute to the cost of government at
a time when other interests in real property are heavily burdened with real
property taxes, the legislature concludes that the taxation of severed mineral
interests as provided in section 27313 273.165, subdivision 2a 1 is necessary and
in the public interest, and provides fair taxation of a class of real property which
has escaped taxation for many years. The legislature further concludes that such
a tax is not prohibited by Minnesota Constitution, Article 10, Section 2. The
legislature concludes finally that the amendments and repeals made by Laws
1973, Chapter 650 to sections 93.52 to 93.58, are necessary to provide adequate
identification of mineral interests owned separately from the surface and to
prevent the continued escape from taxation of obscure and fractionalized severed

mineral interests.

Sec. 33. Minnesota Statutes 1984, section 272.04, subdivision 1, is
amended to read:

Subdivision 1. When any mineral, gas, coal, oil, or other similar interests
in real estate are owned separately and apart from and independently of the rights
and interests owned in the surface of such real estate, such mineral, gas, coal, oil,
or other similar interests may be assessed and taxed separately from such surface
rights and interests in such real estate, including but not limited to the taxation

provided in section 27313 273,165, subdivision 2a 1, and may be sold for taxes in
the same manner and with the same effect as other interests in real estate are sold

for taxes.

Sec. 34. Minnesota Statutes 1984, section 272.115, subdivision 4, is
amended to read:
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Subd. 4. Bepinning with taxes payable in 1979; No real estate sold on or
after January 1, 1978 for which a certificate of value is required pursuant to
subdivision 1 shall receive the homestead credit provided under section 273.13,
subdivisions 6 and 7 22 and 23; the agricultural mill credit provided in section
124.2137; or the taconite homestead credit provided in sections 273.134 to
273.136, unless a certificate of value has been filed with the county auditor in
accordance with this section.

This subdivision shall apply to any real estate taxes that are payable the
year or years following the sale of the property.

Sec. 35. Minnesota Statutes 1984, section 273.11, subdivision 8, is
amended to read:

Subd. 8. LIMITED EQUITY COOPERATIVE APARTMENTS. For
the purposes of this subdivision, the terms defined in this subdivision have the
meanings given them.

A “limited equity cooperative” is a corporation organized under Min-
nesota Statutes, chapter 308, which has as its primary purpose the provision of
housing and related services to its members, who must be persons or families of
low and moderate income as defined in section 462A.03, subdivision 10, at the
time they purchase their membership, and which meets the following require-
ments:

() The articles of incorporation set the sale price of occupancy entitling
cooperative shares or memberships at no more than a transfer value determined
as provided in the articles. That value may not exceed the sum of the following;

(1) the consideration paid for the membership or shares by the first
occupant of the unit, as shown in the records of the corporation;

(2) the fair market value, as shown in the records of the corporation, of
any improvements to the real property that were installed at the sole expense of
the member with the prior approval of the board of directors;

(3) accumulated interest, or an inflation allowance not to exceed the
greater of a ten percent annual noncompounded increase on the consideration
paid for the membership or share by the first occupant of the unit, or the amount
that would have been paid on that consideration if interest had been paid on it at
the: rate of the percentage increase in the revised consumer price index for all
urban consumers for the Minneapolis-St. Paul metropolitan area prepared by the
United States Department of Labor, provided that the amount determined
pursuant to this clause may not exceed $500 for each year or fraction of a year
the membership or share was owned; plus

(4) real property capital contributions shown in the records of the
corporation to have been paid by the transferor member and previous holders of
the same membership, or of separate memberships that had entitled occupancy to
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the unit of the member involved. These contributions include contributions to a
corporate reserve account the use of which is restricted to real property improve-
ments or acquisitions, contributions to the corporation which are used for real
property improvements or acquisitions, and the amount of principal amortized by
the corporation on its indebtedness due to the financing of real property
acquisition or improvement or the averaging of principal paid by the corporation
over the term of its real property-related indebtedness.

(b) The articles of incorporation require that the board of directors limit
the purchase price of stock or membership interests for new member-occupants
or resident shareholders to an amount which does not exceed the transfer value
for the membership or stock as defined in clause (a).

(c) The articles of incorporation require that the total distribution out of
capital to a member shall not exceed that transfer value.

(d) The articles of incorporation require that upon liquidation of the
corporation any assets remaining after retirement of corporate debts and distribu-
tion to members will be conveyed to a charitable organization described in section
501(c)(3) of the Internal Revenue Code of 1954, as amended through December
31, 1982 1984, or a public agency.

A “limited equity cooperative apartment” is a dwelling unit owned or
leased by a limited equity cooperative. If the dwelling unit is leased by the
cooperative the lease agreement must meet the conditions for a cooperative lease
stated in Minnesota Statutes, section 273133 273.124, subdivision 3 6.

“Occupancy entitling cooperative share or membership” is the ownership
interest in a cooperative organization which entitles the holder to an exclusive
right to occupy a dwelling unit owned or leased by the cooperative.

For purposes of taxation, the assessor shall value a unit owned by a
limited equity cooperative at the lesser of its market value or the value deter-
mined by capitalizing the net operating income of a comparable apartment
operated on a rental basis at the capitalization rate used in valuing comparable
buildings that are not limited equity cooperatives. If a cooperative fails to
operate in accordance with the provisions of clauses (a) to (d), the property shall
be subject to additional property taxes in the amount of the difference between
the taxes determined in accordance with this subdivision for the last ten years
that the property had been assessed pursuant to this subdivision and the amount
that would have been paid if the provisions of this subdivision had not applied to
it. The additional taxes, plus interest at the rate specified in section 549.09, shall
be extended against the property on the tax list for the current year.

Sec. 36, Minnesota Statutes 1984, section 273.1104, subdivision 1, is
amended to read:
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Subdivision 1. The term value as applied to iron ore in section 27313
273.165, subdivision 2 and in section 273-15 273,13, subdivision 30, paragraph (b)
shall be deemed to be three times the present value of future income notwith-
standing the provisions of section 273.11. The present value of future income
shall be determined by the commissioner of revenue in accordance with profes-
sionally recognized mineral valuation practice and procedure, Nothing contained
herein shall be construed as requiring any change in the method of determining
present value of iron ore utilized by the commissioner prior to the enactment
hereof or as limiting any remedy presently available to the taxpayer in connection
with the commissioner’s determination of present value, or precluding the
commissioner from making subsequent changes in the present worth formula.

Sec. 37. Minnesota Statutes 1984, section 273.1105, subdivision 2, is
amended to read:

Subd. 2. To qualify for valuation pursuant to subdivision 1, the owner of
a building shall apply to the assessor prior to commencing a rehabilitation
project. The assessor shall approve treatment pursuant to subdivision 1 for a
building if: (a) the building is more than 25 years old; (b) the anticipated
rehabilitation costs, which are those expenses incurred in the process of renova-
tion, including labor, materials, and management costs, exceed 60 percent of the
estimated market value of the building at the time when the application is made;
(c) the rehabilitation is completed within one year and prior to the January 2
assessment date; (d) the building contains more than three rental units; (e) the
building is not used as a hotel or motel in which the rental units are used by
tenants for rental periods of less than 30 days; (f) the property is not classified
pursuant to Minnesota Statutes; section 273.13, subdivisions 1% 17a er 17b
subdivision 28, paragraph (a) or (c); (g) not more than 25 percent of the
residential units in the building are subsidized through section 8 of the U.S.
Housing Act of 1937, 42 USC 1437(f); and (h) limits the rehabilitation to the
original structure.

Sec. 38. Minnesota Statutes 1984, section 273.115, subdivision 7, is
amended to read:

Subd. 7. The total credits allowed by subdivision 1 shall -be deducted
from the gross property tax before determination of the homestead credit
provided by section 273.13, subdivisions 6 and 7 22 and 23 and the taconite
homestead credit provided by section 273.135.

Sec. 39. Minnesota Statutes 1984, section 273.116, subdivision 7, is
amended to read:

Subd. 7.- The total credits allowed by subdivision 1 shall be deducted
from the gross property tax before determination of the homestead credit
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provided by section 273.13, subdivisions 6 and 7 22 and 23 and the taconite
homestead credit provided by section 273.135.

Sec. 40. Minnesota Statutes 1984, section 273.118, is amended to read:

273.118 TAX PAID IN RECOGNITION OF CONGRESSIONAL
MEDAL OF HONOR.

An owner of homestead property classified under section 273-13; subdivi-
sion 6, 6a; % 7d; er l4a; who submits to the commissioner of revenue his
property tax statement and reasonable proof that the owner of the property:

(a) is a veteran as defined in section 197.447;

(b) was a resident of this state for at least six months before entering
military service, or has been a resident of this state for five consecutive years
before submitting the statement and proof, and

(c) has been awarded the congressional medal of honor;

shall be paid by the commissioner of revenue, within 30 days after the
commissioner receives the statement and proof, the amount of the owner’s
property tax liability as shown on the statement, up to $2,000. The surviving
spouse of a property owner who has received a payment under this section may
receive payment of property taxes under this section as long as the spouse
continues to own and occupy the property for which the taxes were paid under
this section and the property continues to have an eligible classification be a
homestead. Property taxes paid under this section reduce property taxes payable
for purposes of chapter 290A; the Property Tax Refund Aet.

Sec. 41. Minnesota Statutes 1984, section 273.121, is amended to read:
273.121 VALUATION OF REAL PROPERTY, NOTICE.

Any county assessor or city assessor having the powers of a county
assessor, valuing or classifying taxable real property shall in each year notify
those persons whose property is to be assessed or reclassified that year if the
person’s address is known to the assessor, otherwise the occupant of the property.
In the case of property owned by a married couple in joint tenancy or tenancy in
common, the assessor shall not deny the 3b or 3¢ property classification
homestead treatment in whole or in part if only one of the spouses is occupying
the property and the other spouse is absent due to divorce or separation, or is a
resident of a nursing home or a boarding care facility. The notice shall be in
writing and shall be sent by ordinary mail at least ten days before the meeting of
the local board of review or equalization. It shall contain the amount of the
valuation in terms of market value, the new classification, the assessor’s office
address, and the dates, places, and times set for the meetings of the local board of
review or equalization and the county board of equalization. If the assessment
roll is not complete, the notice shall be sent by ordinary mail at least ten days
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prior to the date on which the board of review has adjourned. The assessor shall
attach to the assessment roll a statement that the notices required by this section
have been mailed. Any such assessor who is not provided sufficient funds from
his governing body to provide such notices, may make application to the
commissioner of revenue to finance such notices. The commissioner of revenne
shall conduct an investigation and if he is satisfied that the assessor does not have
the necessary funds, issue his certification to the commissioner of finance of the
amount necessary to provide such notices. The commissioner of finance shall
issue a warrant for such amount and shall deduct such amount from any state
payment to such county or municipality. The necessary funds to make such
payments are hereby appropriated. Failure to receive the notice shall in no way
affect the validity of the assessment, the resulting tax, the procedures of any
board of review or equalization, or the enforcement of delinquent taxes by
statutory means.

Sec. 42, Minnesota Statutes 1984, section 273.123, subdivision 1, is
amended to read:

Subdivision 1. DEFINITIONS. For purposes of this section (a) “disas-
ter or emergency” means

(1) a major disaster as determined by the president of the United States;
(2) a natural disaster as determined by the secretary of agriculture;

(3) a disaster as determined by the administrator of the small business
administration; or

(4) a tornado, storm, flood, earthquake, landslide, explosion, fire or similar

catastrophe, as a result of which a local emergency is declared pursuant to section
12,29,

(b) “disaster or emergency area’” means an area

(1) in which the president of the United States, the secretary of agricul-
ture, or the administrator of the small business administration has determined
that a disaster exists pursuant to federal law or in which a local emergency has
been declared pursuant to section 12.29; and

(2) for which an application by the local unit of government requésting
property tax relief under this section has been received by the governor and
approved by the executive council.

(©) “homestead property” means homestead dwelling located on property
mmmm%MQ%%m%m%
taxed pursuant to section 273.13; subdivision 3; clause (), (), or (d) that is
classified as class la, 1b, or 2a property or a manufactured home or sectional
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