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Proclamation 
WHEREAS: The Minnesota Legislature adjourned without com- 

pleting action on certain bills relating to budget, 
revenues, farm security loan guarantees and other 
matters affecting the health, safety and welfare of 
Minnesota citizens; and 

WHEREAS: The people of Minnesota are best served by an order— 
1y conclusion of legislative business, with a limited 
agenda and prior agreement on laws to be enacted; 
and 

WHEREAS: Article IV, Section 12 of the Constitution of the 
State of Minnesota provides that a special session 
of the Legislature may be called on extraordinary 
occasions; and 

WHEREAS: Elected leaders,of the Legislature have agreed on an 
agenda and procedures to complete a special ses- 
sion in the shortest time possible. 

NOW, THEREFORE, I, Rudy Perpich, Governor of the State of 
Minnesota, do hereby summon you, members of the Legislature, 
to convene in Special Session on Wednesday, April 2, 1986, at 
12 o’c1ock noon on that day, in the Capitol in Saint Paul, Minne- 
sota. 

IN WITNESS WHEREOF, I have 
hereunto set my hand and caused 
the Great Seal of the State of 
Minnesota to be affixed at the 
State Capitol this first day of April 
in the year of our Lord one thou- 
sand nine hundred and eighty- 
six, and of the State the one 
hundred—twenty-seventh. 

JOAN ANDERSON GROWE RUDY PERPICH 
SECRETARY OF STATE GOVERNOR



SESSIONS LAWS 

of the 

STATE OF MINNESOTA 
ENACTED BY THE SEVENTY—FOURTH LEGISLATURE 

AT THE 1986 FIRST SPECIAL SESSION 
APRIL 2, 1986 

CHAPTER 1—H.F.N 0. 1 

An act relating to government in this state; updating the income tax law to conform 
with federal tax law changes; ma/cing administrative and technical changes in the income 
tax law; providing for direct payments of fire and police state aids; requiring a one-year sales 
ratio study; changing dates for payments of certain state aids; delaying date for payment of 
second half taxes on agricultural property; authorizing reciprocal agreements with other 
states regarding interstate vehicles; requiring a report on the sales ratio study; eliminating a 
durational restriction on a special levy in Clearwater county; providing for delay of certain

' 

aid payments and altering computations; adjusting the computation and payment of local 
government aids; expanding tax clearance authority; expanding tax collection authority of 
the department of revenue; authorizing the department to file tax liens against homestead 
property; increasing the rate of interest to be paid on tax refunds; changing times for 
payment of certain taxes on liquor, cigarettes, tobacco products, and insurance premiums,- 
imposing certain requirements on liquor wholesalers; altering enterprise zone provisions; 
providing for certain examinations; delaying transfer of motor vehicle excise taxes; reinstat- 
ing the bottle tax: reducing the ethanol credit and providing payments to ethanol producers; 
adjusting income and asset criteria for recipients of medical assistance; repealing the provi- 
sion for suspension of income tax indexing; making technical changes in property tax and 
other miscellaneous tax laws; transferring certain positions within the department of natural 
resources; establishing priorities for expenditure of additional revenues; reducing certain 
appropriations for education with certain conditions; adjusting complements; setting the 
foundation formula allowance and the amount to be raised by the basic maintenance mill 
rate; altering certain education aid and levy formulas and requirements; authorizing levies in 
certain school districts; making changes in certain pension, retirement, and social security 
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provisions; limiting eligibility for school bus driver endorsements; providing for insurance 
coverage, expense allowances, board duties, oflice location, class days, building construction, 
approval on certain capital improvements involving certain post-secondary education sys- 
tems; providing for community emergency response hazardous substance protection; transfer- 
ring certain funds between agencies; requiring certain studies and reports; imposing penalties; 
appropriating money; amending Minnesota Statutes 1984, sections 15.38, subdivision 3; 

60A.15, subdivision 2; 60A.17, by adding a subdivision; 69.021, subdivisions 4, 5, 7, and 9; 
69.031, subdivision 3; 69.54; 82.22, subdivision 3; 82.27, by adding a subdivision; 121.901, 
subdivision 2; 123.71, subdivision 1; 124.195, subdivisions 3, 5, and by adding a subdivision; 
124.32, subdivision Ic; 124.573, subdivision 3; 124.71, subdivision 2; 136.14; 148.10, by 
adding a subdivision; 150A.08, by adding a subdivision; 162.06, subdivision 1; 162.12, subdi- 
vision 1; 270.12, subdivision 2; 270.69, by adding a subdivision; 270.72, subdivisions 1, 2, 

and 3; 270A.03, subdivision 5; 273.072, subdivision 1; 273.1391, subdivision 3; 275.125, 

subdivision 9, and by adding a subdivision; 276.09; 276.10; 276.11; 27803; 279.01, as 

amended; 290.067, subdivision 2; 290.281, subdivision 5; 290.34, subdivision 2; 290.36; 

290.50, subdivision 3; 290.53, subdivision 2; 290.56, subdivision 3; 290.61; 290A.03, subdivi- 

sion 8; 296.16, subdivision 1; 296.17, subdivision 6, and by adding a subdivision; 297.07, 
subdivisions 1 and 4; 297.23, subdivision 1; 297.35, subdivisions 5 and 8; 297A.27, by adding 
a subdivision; 297A.43; 297B.09, subdivision 2; 298.24, subdivision 1; 29917.21; 326.20, by 
addingla subdivision; 364.09; and.477A.0I5; Minnesota Statutes 1985 Supplement, sections 
I5A.08I, subdivision 8; 16A.15, subdivisions 1 and 6; 164.1541; 60/1.17, subdivision Ia; 

69.031, subdivision 1; 116C.63, subdivision 4; 121.904, subdivision 4c; 124.155, subdivision 

2; 124.17, subdivision Ia; 124.195, subdivision 1]; 124.2131, subdivision 3; 124.2161, subdi- 

vision 6; 124.2162, subdivision 2; 124.2163, subdivision 2; 124.225, subdivisions 7b and 10; 
124.245, subdivisions 1 and 3; 124.271, subdivision 2b; 124.573, subdivision 2; 124A.02, 

subdivisions 9 and 15; 124A.03, subdivision 1a; 12919.38, subdivision 1; 136C.07, subdivision 
5a; 136C.35; 147.021, by adding a subdivision; 256B.06, subdivision 1; 270.063; 270.69, 
subdivisions 2, 3, and 4; 270.76; 270.77; 273.11, subdivision 8; 273.124, subdivisions 6, 8, 9, 

10, »II, and by adding a subdivision; 273.13, subdivisions 15a, 26, 28, and 30; 273.1314, 
subdivisions 6 and 16a, as amended; 273.136; 273.42, subdivision 2; 274.19, subdivisions 1 

and 8; 275.125, subdivisions 8, I Ia, and 11c; 278. 05, subdivision 5; 279.06; 287.12; 287.29, 
subdivision 1; 290.01, subdivision 20; 290.06, subdivision 3g; 290.068, subdivision 3; 290:079, 

subdivision 1; 290.089, subdivision 3; 290.09, subdivision 7; 290.091, subdivision 2; 290.095, 

subdivisions 9 and 11; 290.10; 290.12, subdivision 2; 290.13, subdivision 1; 290.132, subdivi- 
sion 1; 290.14; 290.16, subdivisions 7 and 15; 290.17, subdivision 2; 290.21, subdivisions 4 
and 8; 290.41, subdivision 1; 290.92, subdivision 2a; 290.93, subdivision 10; 290A.03, subdi- 

visions 3, 6, and 13; 296.02, subdivision 7; 296.22, subdivision 13; 297.35, subdivision 1;‘ 

297C.02, by adding a subdivision; 297C. 03, subdivision 1; 297C.04; 297C.05, subdivision 2; 
298.28, subdivision 1; 354.43, subdivision 3; 354A.12,. subdivision 2; 355.208; 355.287; 355.46, 
subdivision 3; 477A.011, subdivisions 10 and 14; 477A.012; 477A.013; and 609.101; Laws 
1985, chapter 289, section 5, subdivision 2; and section 7; Laws 1985, First Special Session 
chapter 12, article 1, section 36, subdivision 3; article 2, section 15, subdivision 2; article 3, 

section 28, subdivisions 9 and 10,"article 4, section II, subdivision 6; article 5, section 10, 

subdivisions 2 and 4; article 6, section 28, subdivisions 11, 16, 17, and 20, article 8, section 
60, subdivisions 1 and 4; section 62, subdivisions 2, 3, 4, 6, 8, 9, I2, 13, 14, 15, and 17; 
section 63, subdivisions 2 and 3; section 64, subdivision 2; article 9, section 3, subdivisions 2 
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and 3; article 11, section 21, subdivision 3; chapter 14, article 11, section 13; proposing 
coding for new law in Minnesota Statutes, chapters 41A; 135A; 256,- 270; 276; 297A; and 
29917; 458; repealing Minnesota Statutes 1984, sections 69. 031, subdivision 4; 121.495; 124A. 031, 
subdivision 2; 136.063; 270.72. subdivision 5; 275.125, subdivision 16: 290.06, subdivision 15; 
290.39, subdivision Ia; and 290A.04, subdivision 2f; Minnesota Statutes 1985 Supplement, 
sections 16/1.154; 124.245, subdivisions 2 and 5; 129B.38; 275.125, subdivision 11b; and 
290.06, subdivision Zfi Laws 1985. First Special Session chapter 14, article 21, sections 16 
and 17. 

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

ARTICLE 1 

INCOME TAX UPDATE 
Section 1. Minnesota Statutes 1985 Supplement, section 290.01, subdivi- 

sion 20, 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 subdivisions 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 modificat- 
ions specified in this subdivision and in subdivisions 20a to 20f. 

(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 divi- 
dends and interest received by individuals) of the Crude Oil Windfall Profit Tax 
Act of 1980, Public Law Number 96-223. The provisions of Public Law Num- 
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ber 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 December 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), (f)(4), (g), (j), (1), 103(0), 
lO4(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. 
The provisions of sections 13, 17, 25(b), 31, 32, 41 to 43, 52, 55, 56, 71 to 74, 
77, 81, 82, 91, 92, 94, 101to 103,105 to108,11lto113,147(c),171, 172,174, 
175, l79(_a), 221, 223, 224, 421(b), 432, 481, 491, 512, 522 to 524, 554 to 557, 
561, 611(a), 621 to 623, 62.6 to 628, 711(c), 712(d), 713(b), (e), (g), and (h), 
721(a), (b), (d), (E), (i), (0), (D), (r), (t), and (W), 722(6), 1001, 1026, 1061 to 
1064, 1066, 1076, 1078, and 2638(b) of the Deficit Reduction Act of 1984, 
Public Law Number 98-369, and section 1 of Public Law Number 98-611 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. I3 
provisions o_f sections 10:1, 102, _1_Q3, £1, E Q pf Public E Number 
99-121 shall Q effective at «'3 same Ling g1_a_t ‘th_ey become effective fog federal 
income Q purposes. 

(pi) Ipp Internal Revenue Code pf 1954, § amended through December 31, 
1985, shall pg i_n effect fog taxable years beginning after December Q, 1985. 

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

Sec. 2'. Minnesota Statutes 1985 Supplement, section 290.079, subdivision 
1, is amended to read: 

Changes or additions are indicated by underline, deletions by stri-leeeut.
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Subdivision 1. AMOUNT CONSTITUTING INTEREST. For purposes of 
this chapter, in the case of any contract for the sale or exchange of property 
there shall be treated as interest that part of a payment to which section 483 of 
the Internal Revenue Code of 1954, as amended through December 31., +984 
_1_9§§, applies. The treatment of loans with below-market interest rates shall be 
the same as is provided in section 7872 of the Internal Revenue Code of 1954, 
as amended through December 31, -1-984 fl8_5'. 

Sec. 3. Minnesota Statutes 1985 Supplement, 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 obsoles- 
cence): 

(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 allow- 
ance 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, -1-984 1_9_8_5, 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 regulations 
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 shall be construed to limit or 
reduce an allowance otherwise allowable under clause (a). 

(c) For purposes of this subdivision “reasonable allowance” shall be the 
accelerated cost recovery system provisions of section 168 of the Internal Reve- 
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nue Code of 1954, as amended through December 31, +984 1_9_8_§, except as 
provided in this subdivision. In the case of recovery property within the mean- 
ing of section 168 of the Internal Revenue Code of 1954, as amended through 
December 31, +984 1985, 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, +984 l_9§_5_: 

(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. 

(2) For 15 or, 18; g 12 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 l68(b)(3), (f)(l2), or (j)(l) or a method provided in section 168(c)(2) 
of the Internal Revenue Code of 1954, as amended through December 31, +984 
_1g8_5. 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, -1-984 1% has been allowed, 
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: 

(1) 3 year property - 1 year. 

(2) 5 year property - 2 years. 

(3) 10 year property - 5 years. 

(4) All 15 and; 18; and _l__9_ 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 provid- 
ed in the preceding sentence. 

After the full amount of the allowable deduction for that property under the 
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provision of section 168 of the Internal Revenue Code of 1954, as amended 
through December 31, -1-984 1&5, has been obtained, the remaining depreciable 
basis in those assets for Minnesota purposes that shall be allowed as a deprecia- 
tion allowance as provided above shall include the amount of any basis reduc- 
tion made for federal purposes under section 48(q) of the Internal Revenue 
Code, as amended through December 31, -1-984 1_2§_5, 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, -1-984 185. 

The provisions of section 168(i)(4) of the Internal Revenue Code of 1954, as 
amended through December 31, -1984 _1_9§5_ 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 provisions of section 28OF of the Internal Revenue Code of 1954, as 
amended through May 26 December 3;, 1985, shall apply to limit the deprecia- 
tion deductions, (including the first year depreciation deduction provided in 
paragraph (B)), for luxury automobiles and other property as provided in that 
section, and provided that if that section applies, the taxpayer shall be allowed 
to deduct the same amount of depreciation as was deducted for federal income 
tax purposes. 

(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 modificat- 
ion. 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 (c). 
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(f) 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 pre- 
scribed by the commissioner to change from the method of depreciation pre- 
scribed 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, -1-984 19;. - 

Sec. 4. Minnesota Statutes 1985 Supplement, section 290.091, subdivision 
2, is amended to read: 

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

(a) “Alternative minimum taxable income” means the sum of the following 
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 

(ii) the amount of interest paid or accrued within the taxable year on 
indebtedness to the extent that the amount does not exceed qualified net invest- 
ment 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. 

In the case of an estate or trust, adjusted gross income must be modified 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) 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. 
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(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 allow- 
ance 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 
taxation under section 290.05, subdivision 1, shall not be a preference item for 
Minnesota. 

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

(c) ‘_‘Internal Revenue Code” means the Internal Revenue Code of 1954, as 
amended through December 31, +984 1985. ‘ 

(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 finder this chapter. - 

Sec. 5. Minnesota Statutes 1985 Supplement, section 290.132, subdivision 
1, is amended to read: 

Subdivision 1. TAXABILITY OF CORPORATION ON DISTRIBUTION. 
No gain or loss shall be recognized to a corporation on the distribution, with 
respect to its stock as provided in section 311 of the Internal Revenue Code of 
1954, as amended through December 31, -1-984 194:5. 

The effect on earnings and profits shall be determined according to the 
provisions of section 312 of the Internal Revenue Code of 1954, as amended 
through December 31, -1-984 Iii However, when determining earnings and 
profits in section 3l2(f) and (g), the date December 31, 1932 shall be substituted 
for February 28, 1913, and January 1, 1933 shall be substituted for March 1, 
1913. 

See. 6. Minnesota Statutes 1985 Supplement, section 290.16, subdivision 7, 
is amended to read: 

Subd. 7. BONDS, OTHER EVIDENCES OF INDEBTEDNESS. For the 
purpose of this section, the treatment of bonds and other debt instruments shall 
be governed by the provisions of sections 1271 to 1288 'of the Internal Revenue 
Code of 1954, as amended through December 31, -1-984 1%. 

Sec. 7. Minnesota Statutes 1985 Supplement, section 290.16, subdivision 
15, is amended to read: 

Subd. 15. GAIN FROM DISPOSITIONS OF CERTAIN DEPRECIABLE 
PROPERTY. For purposes of this subdivision “depreciable property” shall mean 
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“Section 1245 property” or “Section -1245 recovery property” as those phrases 
are defined in section 1245(a) (3) or (5) of the Internal Revenue Code of 1954, 
as amended t11‘rough December 31, -1-984 1985. 

In determining net income of any corporate taxpayer, the gain realized from 
the disposition of “depreciable property” shall be treated in the same manner as 
is provided by section 1245 of the Internal Revenue Code of 1954, as amended 
through December 31, -1-984 _1_923_5 and regulations adopted pursuant thereto 
except that the determination shall be made using the basis computed under this 
chapter. 

Sec. 8. Minnesota Statutes 1985 Supplement, section 29OA.03, subdivision 
3, 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 May -26 December 31, 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 section 290.01, 
subdivision 20a, clauses (1), (2), (3), and (4); 

(ii) all nontaxable income; 

(iii) recognized net long-term Capital gains; 

(iv) dividends excluded from federal adjusted gross income under section 
116 of the Internal Revenue Code of 1954; 

(v) cash public assistance and relief; 

(vi) any pension or annuity- (including railroad retirement benefits, all pay- 
ments received under the federal Social Security Act, supplemental security 
income, and veterans benefits), which was not exclusively funded by the claim- 
ant 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 orifederal government or 
any instrumentality or political subdivision thereof; 

(viii) workers’ compensation; 

(ix) unemployment benefits; 

(x) nontaxable strike benefits; 
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(xi) the gross amounts of payments 1'eceived in the nature of disability 
income or sick pay as a result of accident, sickness, or other disability, whether 
funded through insurance or otherwise: 

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

(xiii) contributions made by the claimant to an _individual retirement account, 
including a qualified voluntary employee contribution; simplified employee pen- 
sion plan; self-employed retirement plan; cash or deferred arrangement plan 
under section 401(k) of the Internal Revenue Code of 1954; or deferred compen- 
sation plan under section 457 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 carry- 
back. 

(2) “Income” does not include 

(a) amounts excluded pursuant to the Internal Revenue Code, sections 10l(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; 

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

(f) the first $2,000 of household income if the claimant was disabled on or 
before June 1 or» attained the age of 65 prior to June 1 of the year following the 
year for which the taxes were levied or in which the rent was paid. 

Sec. 9. INSTRUCTIONS TO REVISOR. 
_I_n the _1193(_t edition o_f Minnesota Statutes, th_e revisor 9_i_' statutes shall 

substitute E phrase “Internal Revenue Code 9_f 1954, as amended through 
December 11, 1985” E gig words “Internal Revenue Code _c_>_f 1954, a_s amended 
through December _3_1_, 1984” or ‘‘Internal Revenue Code gf 1954, a_s amended 
through May 2;, 1985” wherever gig phrase occurs in chapter _2__9_0, except 
sections 290.01, subdivision & a_ng1 290.068. 

Sec. 10. EFFECTIVE DATE. 
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Section _1_ i§ effective £<_)_r taxable years beginnipg after December _3_1, 198; 
excep_t 2_t§ otherwise provided i_n clause (1) pf thgt section. Sections 2 19 1 age 
effective Q th_e same time as t_h_e federal changes gp effective i_n 1985, a_s provid- 
e_d i_n Public E Number 99-121. Section § is effective fo_r claims based 0_n g_e_pt 
paid ip 1985 ,e1r1_<i thereafter g property taxes payable i_n 1986 arfl thereafter. 
Section 2 i_s effective fpr taxable years beginning after December _3_l, 1985. 

ARTICLE 2 

INCOME TAX ADMINISTRATIVE 

Section 1. Minnesota Statutes 1985 Supplement, section 290.12, subdivi- 
sion 2, is amended to read: .5 

Subd. 2. ADJUSTMENTS. In computing the amount of gain or loss under 
subdivision 1 

eretherfiempreperhxehergeableteeapitalaeeeumbythetmepayerdurmghis 
ewnership thereef _t_h_e b_a_s_i§ _o_t_' fl1_e property i§ i_t§ adjusted bLi§ fpr federal 
income E13 purposes, except § otherwise provided i_n fl1_i_s chapter. Q addition 
t_o_ other adiustments provided i_n t_hi_s_ chapter, fie adiusted basis o_f property £9; 
federal income E purposes shall pp increased py gig amount o_f accelerated pry 
recovery system depreciation which wzg allowed @ federal income gag; purposes 
pig pp; allowed Q‘ Minnesota income pg purposes under sections 290.0L 
subdivision &” g 290.094 subdivision 1, paragraph (A)(p). The basis shall be 
diminished bytheameunteftheéeéuefiefisfereaehwsfiemwearandteafi 
ebseleseenee; anaert-i-zat-ierr; eleplet-ien; 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 proper- 
ty. 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, amortization, 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, preper adjustment shall be made fer 
eaehaustien; wear and tear; ebseleseeneee, emerti-zat-ien; and dep-let-ien ef such 
prepefi-ytet-heeaetentsust-aineele Fertlaepurpeseeféetermia-ingt-heameun-tef 
thweadjustmenwthemamayerwheseflserethenfisedispmesefprepertywquked 
bygiftshaflbetrmtedastheewnerthereeffremthetimeitwasaequiredbythe 
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eretherwisedispesesefpmpertyaeqmfidbygiftthwughanintervhestrmsfer 
intrustshallbetreatedastheewnerfremthetimeitwasaequireébythe 
greater: 

H9£ertaaeesereHaereafi=yingehargesdeseribeéinseetien%90r}9;el&use 
€1+)~,er 

e9£emepeaeimmsaesepibeeinseeaeaa9e799§subaw;ssea+6eseia+ragse 

indaerminingtmmbleineenwferthemnabhyearerpfieryeafithebasisgfthg 
property is gs adjusted basis £9; federal income 93; p_urposes, except. § other— ' 

wise provided in t_l_1§ chapter. 

Sec. 2. Minnesota Statutes 1985 Supplement, section 290.17, subdivision 2, 
is amended to read: 

Subd. 2. OTHER TAXPAYERS. In the case of an individual who is not a 
full year resident, this subdivision applies to determine what income is assigna- 
ble to Minnesota for purposes of determining the numerator of the fraction used 
in section 290.06, subdivision 2c. In the case of taxpayers not subject to the 
provisions of subdivision 1, items of gross income shall be assigned to this state 
or other states or countries in accordance with the following principles: 

(1)(a) The entire income of all resident or domestic taxpayers from compen- 
sation for labor or personal services, or from a business consisting principally of 
the performance of personal or professional services, shall be assigned to this 
state, and the income of nonresident taxpayers from such sources shall be assigned 
to this state if, and to the extent that, the labor or services are performed within 
it; all other income from such sources shall be treated as income from sources 
without this state. 

(b) In the case of an individual who is a nonresident of Minnesota and who 
is an athlete or entertainer, income from compensation for labor or personal 
services performed within this state shall be determined in the following man- 
ner. 

(i) The amount of income to be assigned to Minnesota for an individual 
who is a nonresident salaried athletic team employee shall be determined by 
using a fraction in which the denominator contains the total number of days in 
which the individual is under a duty to perform for the employer, and the 
numerator is the total number of those days spent in Minnesota. In order to 
eliminate the need to file state or provincial income tax returns in several states 
or provinces, Minnesota will exclude from income any income assigned to Min- 
nesota under the provisions of this clause for a nonresident athlete who is 
employed by an athletic team whose operations are not based in this state Ed 
for a_ nonresident salaried entertainer w@ is employed bl Q entertainment 
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organization whose operations a_1gc_ pot based i_n Q1_i_s_ gag if the state or province 
in which the athletic team g entertainment organization is based provides a 
similar income exclusion. If the state or province in which the athletic team’s _o_r 
13: entertainment organization’s operations are based does not have an income 
tax on an individual’s personal service income, it will be deemed that that state 
or province has a similar income exclusion. As used in the preceding sentence, 
the term “province” means a province of Canada. 

(ii) The amount of income to be assigned to Minnesota for an individual 
who is a nonresident, and who is an athlete _o_r_ entertainer not listed in clause (i), 
or who is an entertaineie for that person’s athletic or entertainment performance 
in Minnesota shall be determined by assigning to this state all income from 
performances or athletic contests in this state. 

(2) Income from the operation of a farm shall be assigned to this state if the 
farm’is located within this state and to other states only if the farm is not 
located in this state. Income from winnings on Minnesota pari-mutuel betting 
tickets shall be assigned to this state. Income and gains received from tangible 
property not employed in the business of the recipient of such income or gains, 
and from tangible property employed in the business of such recipient if such 
business consists principally of the holding of such property and the collection of 
the income and gains therefrom, shall be assigned to this state if such property 
has a situs within it, and to other states only if it has no situs in this state. 
Income or gains from intangible personal property not employed in the business 
-of the recipientof such income or gains, and from intangible personal property 
employed in the business of such recipient if such business consists principally 

_ 
of the holding of such property and the collection of the income and gains 
therefrom, wherever held, whether in trust, or otherwise, shall be assigned to this 
state if the recipient thereof is domiciled within this state or is a resident trust or 
estate. 

(3) Income derived from carrying on a trade or business, including in the 
case of a business owned by natural persons the income imputable to the owner 
for his services and the use of his property therein, shall be assigned to this state 
if the trade or business is conducted wholly within this state, and to other states 
if conducted wholly without this state. This provision shall not apply to busi- 
ness income subject to the provisions of clause (1). 

(4) When a trade or business is carried on partly within and partly without 
this state, the entire income derived from such trade or business, including 
income from intangible property employed in such business and including, in 
'the case of a business owned by natural persons, the income imputable to the 
owner for his services and the use of his property therein, shall be governed, 
except as otheiwise provided in sections 290.35 and 290.36, by the provisions of 
section 290.19, notwithstanding any provisions of this subdivision to the con- 
trary. This shall not apply to business income subject to the provisions of clause 
(1), nor shall it apply to income from the operation of a farm which is subject to 
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the provisions of clause (2). For the purposes of this clause, a trade or business 
located in Minnesota is carried on partly within and partly without this state if 
tangible personal property is sold by such trade or business and delivered or 
shipped to a purchaser located outside the state of Minnesota. 

If the trade or business carried on wholly or partly in Minnesota is part of 
a unitary business, the entire income of that unitary business shall be subject to 
apportionment under section 290.19 except for business income subject to the 
provisions of clause (1) and farm income subject to the provisions of clause (2). 
The term “unitary business” shall mean business activities or operations which 
are of mutual benefit, dependent upon, or contributory to -one another, individu- 
ally or as a group. Unity shall be presumed whenever there is unity of owner- 
ship, operation, and use, evidenced by centralized management or executive 
force, centralized purchasing, advertising, accounting, or other controlled inter- 
action but the absence of these centralized activities will not necessarily evi- 
dence a nonunitary business. Unity of ownership will not be deemed to exist 
when a corporation is involved unless that corporation is a member of a group 
of two or more corporations more than 50 percent of the voting stock of each 
member of the group is directly or indirectly owned by a common owner or by 
common owners, either corporate or noncorporate, or by one or moreof the 
member corporations of the group. 

The entire income of a unitary business shall be subject to apportionment as 
provided in section 290.19. None of the income of a unitary business shall be 
considered as derived from any particular source and none shall be allocated to 
any particular place except as provided by the applicable apportionment formu- 
la. 

In determining whether or not intangible property is employed in a unitary 
business carried on partly within and partly without this state so that income 
derived therefrom is subject to apportionment under section 290.19 the follow- 
ing rules and guidelines shall apply. 

(a) Intangible property is employed in a business if the business entity 
owning intangible property holds it as a means of furthering the business opera- 
tion of which a part is located within the territorial confines of this state. 

(b) Where a business operation conducted in Minnesota, is owned by a 
business entity which carries on business activity outside of the state different in 
kind from that conducted within this state, and such other business is conducted 
entirely outside the state, it will be presumed that the two business operations 
are unitary in nature, interrelated, connected and interdependent unless it can 
be shown to the contrary. 

(5) For purposes of this section, amounts received by a nonresident from 
the United States, its agencies or instrumentalities, the Federal Reserve Bank, 
the state of Minnesota or any of its political or governmental subdivisions, or a 
Minnesota volunteer fireman’s relief association, by way of payment as a pen- 
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sion, public employee retirement benefit, or any combination thereof, or as a 
retirement or survi-vor’s benefit made from a plan qualifying under section 401, 
403, 404, 408, or 409 of the Internal Revenue Code of 1954, as amended 
through December 31, 1984, are not considered income derived from carrying 
on a trade or business or from performing personal or professional services in 
Minnesota, and are not taxable under this chapter. 

(6) All other items of gross income shall be assigned to the taxpayer’s 
domicile. 

Sec. 3. Minnesota Statutes 1985 Supplement, section 290.21, subdivision 4, 
is amended to read: 

Subd. 4. (a) 85 percent of dividends received by a corporation during the 
taxable year from another corporation, when the corporate stock with respect to 
which dividends are paid does not constitute the stock in trade of the taxpayer 
or would not be included in the inventory of the taxpayer, or does not constitute 
property held by the taxpayer primarily for sale to customers in the ordinary 
course of his trade or business, or when the trade or business of the taxpayer 
does not consist principally of the holding of the stocks and the collection of the 
income and gains therefrom. The remaining 15 percent shall be allowed if the 
recipient owns 80 percent or more of all the voting stock of the other corpora- 
tion a_nd th_e dividends were pgjg from income arisipg gt bf business done i_n @ by meg corporation paying tbp dividends. if ’th_e dividends yv_er§ db; 
clared fig income arising o_u’t pf business done within gig without @ state, 
thi g proportion 53‘ fie remainder shall E allowed g a deduction. 111$ 
proportion mpg E Q3’; which fie amount o_f 31;; taxable pe_t income Q” g1_e 
corporation paying 'ch_e dividends assignable g allocable t_o_ ’_t_hi_s state bears tg ’th_e 
entire n_et income _o_f §h_e corporation. IE amounts must bg determined by t_h_e 
returns under tfi chapter o_f th_e corporation paying ’th_e dividends @ t_11e_ bag 
a_tge_ E preceyg their distribution. 1 burden i_s Q fie taxpayer t_o _s_l£)yv_ 
th_at gig amount bf remainder claimed Q a deduction bag been received from 
income arising by_t o_f business c_1o_n§ _i_n @ s‘Lte_. 

(b) If the trade or business of the taxpayer consists principally of the holding 
of the stocks and the collection of the income and gains therefrom, dividends 
received by a corporation during the taxable year from another corporation, if 
the recipient owns 80 percent or more of all the voting stock of the other 
corporation, income arising o_n’: 9_f business (l_op§ i_p Q sfl by th_e 
corporation paying gt; dividends. lf th_e dividends were declared from income 
arising gfl o_f business done within an_d without t_l_1_i_s_ statg t_l1ep a_ proportion bf 
tbe dividends shall E allowed g g deduction. Llm proportion must bye LIE 
which th_e amount pf tbb taxable n_e’t income bf t_h_e corporation paying fig 
dividends assignable by allocable t_o tbip s.‘c_atg 19 mg entire pg income o_f 
th_e corporation. I_h_e amounts m_11st bb determined by E returns underQ 
chapter 9_f tfi corporation paying mg dividends fg gig taxable Ea_r preceding 
their distribution. flfi burden i_s o_n _t_l_1p taxpayer t9_ fihfl E tfi amount o_f 
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dividends claimed Q a deduction has been received from income arising out o_f 
business done in this state. 

(c) The dividend deduction provided in this subdivision shall be allowed 
only with respect to dividends that are included in a corporation’s Minnesota 
taxable net income for the taxable year. 

The dividend deduction provided in this subdivision does not apply to a 
dividend from a corporation which, for the taxable year of the corporation in 
which the distribution is made or for the next preceding taxable year of the 
corporation, is a corporation exempt from tax under section 501 of the Internal 
Revenue Code of 1954, as amended through December 31, 1984. 

The dividend deduction provided in this subdivision applies to the amount 
of regulated investment company dividends only to the extent determined under 
section 854(b) of the Internal Revenue Code of 1954, as amended through 
December 31, 1984. 

The dividend deduction provided in this subdivision shall not be allowed 
with respect to any dividend for which a deduction is not allowed under the 
provisions of section 246(c) of the Internal Revenue Code of 1954, as amended 
through December 31, 1984. 

(d) If dividends received by a corporation that does not have nexus with 
Minnesota under the provisions of Public Law Number 86-272 are included as 
income on the return of an afliliated corporation permitted or required to file a 
combined report under section 290.34, subdivision 2, then for purposes of this 
subdivision the determination as to whether the trade or business of the corpo- 
ration consists principally of the holding of stocks and the collection of income 
and gains therefrom shall be made with reference to the trade or business of the 
affiliated corporation having a nexus with Minnesota. 

(e) Dividends received by a corporation from another corporation which is 
organized under the laws of a foreign country or a political subdivision of a 
foreign country, if the dividends are paid from income arising from sources 
without the United States, the commonwealth of Puerto Rico, and the posses- 
sions of the United States. The deduction provided by this clause does not 
apply if the corporate stock with respect to which dividends are paid constitutes 
the stock in trade of the taxpayer, or would be included in the inventory of the 
taxpayer, or constitutes property held by the taxpayer primarily for sale to 
customers in the ordinary course of the taxpayer’s trade or business, or if the 
trade or business of the taxpayer consists principally of the holding of stocks and 
the collection of the income or gains therefrom. No dividend may be deducted 
under this clause if it is deducted under clause (a). 

See. 4. Minnesota Statutes 1984, section 290.36, is amended to read: 
290.36 INVESTMENT COMPANIES; REPORT OF NET INCOME; COM- 

PUTATION OF AMOUNT OF INCOME ALLOCABLE TO STATE. 
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The taxable net income of investment companies shall be computed and be 
exel-usivel-y as follows: 

Each investment company transacting business as such in this state shall 
report to the commissioner the net income returned by the company for the 
taxable year to the United States under the provisions of the Internal Revenue 
Code of 1954, as amended through December 31, 1983, less the credits provided 
therein and subiect t_o E adjustments required by tlfi chapter. The commis- 
sioner shall compute therefrom the taxable net income of the investment compa- 
ny by assigning to this state that proportion of such net income, less such credits 
which the aggregate of the gross payments collected by the company during the 
taxable year from old and new business upon investment contracts issued by the 
company and held by residents of this state, bears to the total amount of the 

~ gross payments collected during such year by the company from such business 
upon investment contracts issued by the company and held by persons residing 
within the state and elsewhere. 

As used in this section, the term “investment company” means any person, 
co—partnership, association, or corporation, whether local or foreign, coming 
within the purview of section 54.26, and who or which is registered under the 
Investment Company Act of 1940 (15 U.S.C. 80a_—1 and following), and who or 
which solicits or receives payments to be made to himself or itself and which 
issues therefor, or has issued therefor and has or shall have outstanding so-called 
bonds, shares, coupons, certificates of membership, or other evidences of obliga- 
tion or agreement or pretended agreement to return to the holders or owners 
thereof money or anything of value ‘at some future date; and as to whom the 
gross payments received during the taxable year in question upon outstanding 
investment contracts, plus interest and dividends earned on investment con- 
tracts determined by prorating the total dividends and interest for the taxable 
year in question in the same proportion that certificate reserves as defined by the 
Investment Company Act of 1940 is to total assets, shall be at least 50 percent of 
the company’s gross payments upon investment contracts plus gross income 
from all other sources except dividends from subsidiaries for the taxable year in 
question. The term “investment contract” shall mean any such so-called bonds, 
shares, coupons, certificates of membership, or other evidences of obligation or 
agreement or pretended agreement issued by an investment company. 

Sec. 5. Minnesota Statutes 1984, section 290.56, subdivision 3, is amended 
to read:

A 

Subd. 3. FAILURE TO REPORT CHANGE OR CORRECTION OF FED- 
ERAL RETURN. If a taxpayer shall fail to report a change or correction or 
renegotiation by the Commissioner of Internal Revenue or other officer of the 
United States or other competent authority or shall fail to file a copy of an 
amended return within 90 days as required by subdivision 2, the commissioner 
may, within six years thereafter, recompute the tax, including a refundment 
thereof, based upon such information as may be available to him, notwithstand- 
ing any period of limitations to the contrary. 
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If a taxpayer reports % change, correction, pg renegotiation, Q _I_i_1§§ Qp 
amended return after me 90-day period required py subdivision 2 gap expired, 
LIE gimp limit _flo_r flip commissioner t_g recompute a_r1c_l reassess th_e ta_x g_u_e under 
pip chapter, including making Q refund, i_s_ mg time limit provided ip subdivi- E 5 determined 113 _c_i_a_t_§ t_h_§ report 9; amended return gas gig _vgi_t__l; jc_h_e 
commissioner. 

Sec. 6. EFFECTIVE DATE. 
Section 1 is effective fig; taxable years beginning after December _3_l4 1980. 

Section Q is effective fpig taxable years beginning after June §Q_, 1985. Section_s _2_ 
apd 4_1 gr_e effective §o_r_ taxable years beginning after December 114 1985. Section 
§ _i_§ effective fpg reports 95 returns filed after 33 gay 9_f gi_a_l enactment. 

ARTICLE 3 

INCOME TAX TECHNICAL 
Section _1. Minnesota Statutes 1985 Supplement, section 270.77, is amended 

to read: 

270.77 SUBSTANTIAL UNDERSTATEMENT OF LIABILITY. 
éa-) The commissioner of revenue shall impose a penalty for substantial 

understatement oi‘ of any tax payable to the commissioner. «Except as 

tien666+eftheIntemalRevenueGeéeef+9§4qasamenéedthfeughDeeember 
-3-1-; -1-9-84: 

(b)5Pheprevisiense£seetien666+(b)B)efthe}ntemalRevenue€edeef 
4—9§47as&n=iendedthreughBeeember-34—,4984elea=ieta-pply: 

€d9AsubstantialufiéefstatementefHabiHtyferataxnetimpesedbyehap- 
ter%99is&nunderstatemeatthatexeeeéstenpereentefthemxrequiredtebe 
she=w1=ieiit~l=ierett+i=ne1=$§;00(9;=whielie~=erisgreater—. There_r@_t_l_)paddedtp 
t_h_e t.ai_x pp amount egual 19 jt_e_n_ percent o_f tlip amount pf _a_ig underpayment 
attributable t_o tli_e understatement. There i_s p substantial understatement pf_'t21_x 
f9_r _t_hp period i_f the amount gg‘ t_l_i_e understatement fpi; pig period exceeds tip 
greater p_f_: Q) te_n percent o_f mg E reguired 19 l_3_§ shown Q Qt; return Q 
pl_i§ period; g Qxg) $10,000 Q _tl1_e Le o_f 2_1 corporation other thpp ap § 
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corporation Q defined Q section 290.9725 when g_e_ lax i_s imposed hy chapter 
2_99. 9_r (9) _$5_._000 i_n Ike. gaze. 91.‘ any __other _taxr2axe_r-. a_n_d i_n IE @ 2° 2 
corporation ahy Q Q imposed hy chapter 2_9Q [lg t£r_rr_1 “understatement” 
means fig excess o_f ‘th_e amount pf _th§ tax reguired t_o hp shown Q 1;h_e return 
3»; gig period, _o\/E E amount o_f 11$ ti); imposed which -i_s shown Q thp 
return. _'I_‘_h_e amount o_f fie understatement shall hp reduced hy pig portion pf 
pile understatement which i_s attributable tp t_l1_e ’ta_x treatment pf apy hi hy _tl1_e_ 
taxpayer i_f _@ i_s g was substantial authority E t_l1_e treatment, 9; fly gem yfl respect :9 which tl1_e relevant facts affecting 31$ item’s @ treatment Q 
adequately disclosed Q mp return _o_r_ i_n _a statement attached tp ’th_e return. 1 
special rules ip cases involving @ shelters provided i_n section 6661(b)(2)(C) o_f 
Q15; Internal Revenue Code pf 1954, pp amended through December 3_1, 1985, 
gin apply gig s_hapll apply t_o a Q shelter tfi principal purpose 9_f_ which i_s flip 
avoidance pr evasion _o_f state taxes. _’1_“_h_§ commissioner m_ay abate a_1l g gpy pg 
_(g"tl1_e addition t_g gh_e t_ax provided hy flip section QQ a showing hy flip taxpayer 
t_hat harp y/gs reasonable cause f_o; 113 understatement, p_r_ papt gfi it, agtlE 
ghe taxpayer acted hi go_Qg faith. 

Sec. 2. Minnesota Statutes 1985 Supplement, section 290.06, subdivision 
3g, is amended to read: 

Subd. 3g. INFLATION ADJUSTMENT OF CREDITS. For taxable years 
beginning after December 31, 1985, the credits provided for individuals in 
subdivision 3f shall be adjusted for inflation. The dollar amount of each credit 
for the prior year in subdivision 3f shall be increased iii the same manner-‘ as hy 
gig _s_ar_ng percentage provided in subdivision 2d for the expansion of the tax rate 
brackets. _”1_‘l_1§ resulting amount must hp rounded tp Qt; nearest whole dollar 
amount. 

Sec. 3. Minnesota Statutes 1984, section 290.067, subdivision 2, is amended 
to read: 

Subd. 2. LIMITATIONS. The credit for expenses incurred for the care of 
each dependent shall no.t exceed $720 in any taxable year, and the total credit 
for all dependents of a claimant shall not exceed $1,440 in a taxable year. The 
total credit shall be reduced according to the amount of the combined federal 
adjusted gross income, plus the ordinary income portion of any lump sum 
distribution under section 402(e) of the Internal Revenue Code’ of 1954, as 
amended through December 31, 1983, of the claimant and his spouse, if any, as 
follows: 

income up to $10,000, $720 maximum for one dependent, $1,440 for all 
dependents; 

income of $10,001 to $11,000, $660 maximum for one dependent, $1,320 
for all dependents; 

income over $11,000, the maximum credit for one dependent shall be reduced 
by $10‘ for every $200 of additional income, $20 for all dependents; 
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$24,001 and over, no credit. 

Amareiedelaimantsheflfilehisineemetaxretumfereheyearferwhiehhe 

easeefamarriedelaimantenhyenespeusemayelaimtheereditv 

The commissioner shall construct and make available to taxpayers tables 
showing the amount of the credit at various levels of income and expenses. The 
tables_shal1 follow the schedule contained in this subdivision, except that the 
commissioner may graduate the transitions between expenses and income brack- 
ets. 

Sec. 4. Minnesota Statutes 1985 Supplement, section 290.068, subdivision 
3, is amended to read: 

Subd. 3. LIMITATION; CARRYBACK AND CARRYOVER. (a)(l) 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 a corporation which is a partner in a partnership, 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 (separately com- 
puted with respect to the corporation’s interest in the trade or business or entity) 
equal to the amount of tax attributable to that portion of taxable income which 
is allocable or apportionable to the 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 expendi- 
ture 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 45th month 
following the end of the taxable year in which the research and experimental 
expenditure credit arises which results in the carryback, E a_r_1y extension Q" 
time granted fgg fling _t_hg return, 1 9_n_1y if the return w_as id within fig 
extended t_i_r_n£. With respect to any portion of a credit carryback from a taxable 
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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 45th month following the end of the subsequent taxable year, plg a_ny 
extension of Eng granted f9_r filig jg return, but _only i_f t_l_1_e_ return was §1le_d 
within th_e extended ti1_n§. 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 expendi- 
ture 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 m 

a taxable year attributable to a loss carryback from 21 subsequent taxable year, 
interest shall be computed from the end of the subsequent taxable year. 

See. 5. Minnesota Statutes 1985 Supplement, section 290.089, subdivision 
3, is amended to read: 

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

(a) Subject to modification pursuant to clause (b), the standard deduction 
shall be an amount equal to ten percent of the gross income of the taxpayer or 
the joint gross income of a married couple filing a joint return, up to a maxi- 
mum deduction of $2,400. 

In the case of a 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 by the same 
manner percentage as provided in section 290.06, subdivision 2d, for the expan- 
sion of the 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 com- 
missioner 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 eleéuetien tax 
table incorporating the rates set forth in section 290.06, subdivision 2c, and the 
standard deduction, @ fie personal credits. The tax of any individual taxpay- 
er whose gross income is less than $29,900 _a_n amount determined by t_l_1_e_ com- 
missioner shall, if an election is made not to itemize nonbusiness deductions, be 
computed in accordance with tables prepared and issued by the commissioner of 
revenue. illhetablesshallbepreparedterefleettheallewa-neee£thest&ndard 

Sec. 6. Minnesota Statutes 1985 Supplement, section 290.091, subdivision 
2, is amended to read: 
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Subd. 2. DEFINITIONS. For purposes of the tax imposed by this section, 
the following terms have the meanings given: 

(:1) “Alternative minimum taxable income” means the sum of the following 
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; 

Q) t_h_g amount pf interest income a_s provided by section 290.01, subdivi- 
§i_9_n _2_O_a4 clauses (1), Q), g (3); less the sum of 

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

(ii) Q overpayment pf state income E a_s provided by section 290.01, 
subdivision 20b, clause (51); and 

the amount of interest paid or accrued within the taxable year on 
indebtedness to the extent that the amount does not exceed qualified net invest- 
ment income, as defined in section 55(e)(5) of the Internal Revenue Code. 
Interest does not include amounts deducted in computing federal adjusted gross 
incon1eerameunfithatarenetallewabkunderseefiené§(e)(8)eftheLntemal 
Revenue Geele. 

In the case of an estate or trust, adjusted gross income must be modified as 
provided in section 55(e)(6)(B) of the Internal Revenue Code a_r_1g reduced by th_e 
deductions allowed under sections 642(0), 65l(a), an_d 661(a) gt: th_e Internal 
Revenue Qgcg. 

(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) 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 allow- 
ance 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 
taxation under section 290.05, subdivision 1, shall not be a preference item for 
Minnesota. 
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(4) Other federal preference items to the extent not allowed in the computa- 
tion of Minnesota gross income, as determined by the commissioner, are not 
preference items for Minnesota.

‘ 

(0) “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 an_d section 290.032), reduced by the sum of the 
nonrefundable credits allowed under this chapter. 

Sec. 7. Minnesota Statutes 1985 Supplement, 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, +983 1985, 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 incomez,” 
glus any extension o_f ti_me_ granted for fih_ng fie return, lg _o_r_1_ly i_f th_e return 

_w_§ £153 within the extended 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. 

Sec. 8. Minnesota Statutes, 1985 Supplement, section 290.095, subdivision 
11, is amended to read: 

Subd. ll. CARRYBACK OR CARRYOVER ADJUSTMENTS. (a) For 
individuals theamount 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 _fb_r estates E trusts as required by 
section 290.17, subdivision 2. 

(2) Adjustments to the determination of federal adjusted gross income that 
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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. 

(3) Gains or losses which result from the sale or other disposition of proper- 
ty 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 (3). 

(4) Interest, taxes, and other expenses not allowed under section 290.10, 
clause (9), for estates ar_1_c_l_ trusts. 

(5) 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 
(b) 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 assigna- 
ble or allowable to Minnesota incurred in the taxable year. 

(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. 

(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 l72(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 calcu- 
lated in clause (c)(1) less the amount applied in the earlier 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 
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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. 

Sec. 9. Minnesota Statutes 1985 Supplement, section 290.10, is amended to 
read: 

290.10 N ONDEDUCTIBLE 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 exhaus- 
tion 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; 

(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 ta-yepa-yers persons as defined and as provided in section 267 of the 
Internal Revenue Code; 

(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;

' 

(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) 60 percent of the amount of taxes imposed on 
self-employment income under section 1401 of the Internal Revenue Code. 
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 l64(f) of the Internal Revenue Code; 

(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 imposed by section 298.01, subdivision 1, this shall not prevent a subtrac- 
tion to the extent allowed under section 290.01, subdivision 20b, clause (l0)(b), 
or the deduction by a corporate taxpayer of expenses and other items to the 
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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 deple- 
tion 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; 

(1 1) 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; 

(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. 

See. 10. Minnesota Statutes 1985 Supplement, section 290.13, subdivision 
1, is amended to read: 

Subdivision 1. TRANSACTIONS IN WHICH NO GAIN OR LOSS IS 
RECOGNIZED. Gain or loss from transactions described in section 1031, 1032, 
1035, 1036, or 1042 of the Internal Revenue Code of 1954, as amended through 
December 31, +984 l_9_8_§, shall be recognized at the time and in the manner, 
including the basis computation, provided in those sections. 

Sec. 11. Minnesota Statutes 1985 Supplement, section 290.14, is amended 
to read: 

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 east te the taxpayer e-fsueh property i_t_s adjusted 
basis _f_o_r federal income E purposes, with the following exceptions: 
bethelastinventery-valuethereef-; 
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i£i$we£ebeingse1ée§e%heHvised§spesede£by%he}as%p§eeeé+ngewnerne& 
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unéerseefiefi293%A&e¥a+ing%eva¥uafiefief£&Fmre&}p§eperfi9e€%he}ntema4 
Revenue€edee£+9§4;asamended+l+EeughDeeember%-1;+983;i§svalue 

Fe§%hepu+pesese£¥hepfeeedi-ngpafagraphfihefeflevséngprepefi-yshali 
eeaeiéered%eha¥ebeenaeqaifed££emerfeha¥epassed£Eem%hedeeedenE 

(a§prepeH-yaequifedbybeques£;devise;erin-he¥it&nee;erby¥hedeee- 
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%heiaeemefe£H£e%ee§efi+hee¥dererdifeefiene£%heéeeeden£%4+h%hefigh% 
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enjeymem+heme£%hseugh%heexe£eiseefapewe¥%ea4%eg&mené7e¥termi&a%e 
t-iiet-rust-3 

€d9p£epefiypassingwi%heu%¥u+1&ndaéeqaa%eeenside£&tieaaflée£agenef- 

- (e)%n%heeaseef&éeeeden{isd-yi-nga£EerDeeefaber34:+9§6;pfepe§ty 
aequifeéftem%hedeeeéen%byreasenefée&Eh;£ermefewnersh%p;efe%her 
eendifiem6ndué¥ngprepefiyaequireé%hmugh%heexere+seerneaagereisee£a 
peme¥efappeimmen{9;i£byfe&sefi%heree£+heprepefiyis£equifeé%ebe 
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5PhebasisshaHbeapplieal9letetheprepertyeemmeneingenthedeathe£ 
theeleeederit: 1Phispar&graphsh&Hnetapplyteannuitiesaaéprepertyéeseribed 
i-npa1=agraphs(a—);(-b);(e)&nel(d)e¥thisel&use: 

Jflfiselauseshallnetapplyteprepertywhieheenstitutesarighttereeeive 
anitemefineemeinreepeetefaeleeedentu-nelerseetien%99:047w 

seeu+itiesu%iehwemselderdispesede£andinrespeete£whiehlesswasnet 
a+bwedasadedue&enunderseaiea%99£89er%99£9;subdivisien§;thebasis 
intheeaseefprepertyseaequiredshaflbethesameasthatprefiéedinseeaon 
+G9+e£theIntemalRevenue€edeef+9§4;asamendedthreughDeeember3—h 
4-98-3: 

shalhintheeaseefalessereftheprepertyebeinereaseéerdimiaishéden 
aeeeumefineemedefivedbythelesserinmspeeteftheprepefiyandawlué 

Ifanameuntrepresentinganypartehhevalueeirealprepertyattfibutable 
tebuildingsereetederetherimprevanentsmadebyaleseeeinrespeete£+he 

ningbefereJanuary+;+943;thebasisefeaehpefiiene£H+eprepertyshaHbe 

Q) Corporations, partnerships, 9_r individuals subiect t_o tm occupation ‘ta_x 
under Minnesota Statutes, chapter 298, shall u_w :[_h_6 occupation ta_x basis; 

(-7-) Q) The basis of property subject to the provisions of section 1034 of the 
Internal Revenue Code of 1954, as amended through December 31, -1-98-3 £2; 
(relating to the rollover of gain on sale of principal residence) shall be the same 
aethebasisfertederalineemetaxparpeses: 5l1hel9asissla-allbe increased by the 
amount of gain realized on the sale of a principal residence outside of Minneso- 
ta, while a nonresident of this state, which gain was not recognized because of 
the provisions of section 1034. 

Sec. 12. Minnesota Statutes 1985 Supplement, section 290.21, subdivision 
4, is amended to read: 

Subd. 4. (a) 85 percent of dividends received by a corporation during the 
taxable year from another corporation, when the corporate stock with respect to 
which dividends are paid does not constitute the stock in trade of the taxpayer 
or would not be included in the inventory of the taxpayer, or does not constitute 
property held by the taxpayer primarily for sale to customers in the ordinary 
course of his trade or business, or when the trade or business of the taxpayer 
does not consist principally of the holding of the stocks and the collection of the 
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income and gains therefrom. The remaining 15 percent shall be allowed if the 
recipient owns 80 percent or more of all the voting stock of the other corpora- 
tion. 

(b) If the trade or business of the taxpayer consists principally of the holding 
of the stocks and the collection of the income and gains therefrom, dividends 
received by a corporation during the taxable year from another corporation, if 

. the recipient owns 80 percent or more of all the voting stock of the other 
corporation. 

(c) The dividend deduction provided in this subdivision shall be allowed 
only with respect to dividends that are included in a corporation’s Minnesota 
taxable net income for the taxable year. - 

The dividend deduction provided in this subdivision does not apply to a 
dividend from a corporation which, for -the taxable year of the corporation in 
which the distribution is made or for the next preceding taxable year of the 
corporation, is a corporation exempt from tax under section 501 of the Internal 
Revenue Code of 1954, as amended through December 31, 1984. 

The dividend deduction provided in this subdivision applies to the amount 
of regulated investment company dividends only to the extent determined under 
section 854(b) of the Internal Revenue Code of 1954, as amended through 
December 31, 1984. 

The dividend deduction provided in this subdivision shall not be allowed 
with respect to any dividend for which a deduction is not allowed under the 
provisions of section 246(0) of the Internal Revenue Code of 1954, as amended 
through December 31, 1984. 

(d) If dividends received by a corporation that does not have nexus with 
Minnesota under the provisions of Public Law Number 86-272 are included as 
income on the return of an afliliated corporation permitted or required to file a 

. combined report under section 290.34, subdivision 2, then for purposes of this 
subdivision the determination as to whether the trade or business of the corpo- 
ration consists principally of the holding of stocks and the collection of income 
and gains therefrom shall be made with reference to the trade or business of the 
afliliated corporation having a nexus with Minnesota. 

(e) Dividends received by a corporation from another corporation which is 
organized under the laws of a foreign country or a political subdivision of a 
foreign country, if the dividends are paid from income arising from sources 
without the United States, the commonwealth of Puerto Rico, and the posses- 
sions of the United States. The deduction provided by this clause does not 
apply if the corporate stock with respect to which dividends are paid constitutes 
the stock in trade of the taxpayer, or would be included in the inventory of the 
taxpayer, or constitutes property held by the taxpayer primarily for sale to 

- customers in the ordinary course of the taxpayer’s trade or business, or if the 
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trade or business of the taxpayer consists principally of the holding of stocks and 
the collection of the income or gains therefrom, gr E gig dividends gg pgg by 
Q _F_S_Q a_s defined in section @ o_f g1_e_ Internal Revenue Code o_f 1954, a_s 
amended through December ;l_, 1985. No dividend may be deducted under this 
clause if it is deducted under clause (a). 

See. 13. Minnesota Statutes 1985 Supplement, section 290.21, subdivision 
8, is amended to read: 

Subd. 8. FOREIGN SOURCE ROYALTIES. (a) Rentals, fees, and royal- 
ties 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 
shall not be included in the taxpayer’s apportionment factors under section 
290.19, subdivision 1, clause (l)(a) or (2)(a)(l). 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. A corporation’s gross income for purposes of para- 
graphs (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 corpora- 
tion 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, 9;‘ Q 
ES_(; g defined i_n section g2_g _o_f_tl1_e_ Internal Revenue Code o_f 1954, g amended 
through December _3_l_, l_9_8_5. 

(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. 

See. 14. Minnesota Statutes 1984, section 290.281, subdivision 5, is amended 
to read: 

Subd. 5. RETURN REQUIRED OF BANK. Every bank maintaining a 
common trust fund shall make a return for each taxable year, stating specifically, 
with respect to such fund, the items of gross income and deductions allowed by 
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this section, and shall include in the return the names and addresses of the 
participants who would be entitled to share in the net income if distributed and 
the amount of the proportionate share of each participant. illhe return shall be 
swernteasiatheeaseefareturnrequiredtebefiledbythebankunderseetien 
2-90.—36l—. 

Sec. 15. Minnesota Statutes 1984, section 290.34, subdivision 2, is amended 
to read: 

Subd. 2. AFFILIATED OR RELATED CORPORATIONS, COMBINED 
REPORT. When a corporation which is required to file an income tax return is 
affiliated with or related to any other corporation through stock ownership by 
the same interests or as parent or subsidiary corporations, or has its income 
regulated through contract or other arrangement, the commissioner of revenue 
may permit or require such combined report as, in his opinion, is necessary in 
order to determine the taxable net income of any one of the affiliated or related 
corporations. For purposes of computing either the arithmetic average or weighted 
apportionment formulas under section 290.19, subdivision 1 for each corpora- 
tion involved, the numerator of the fraction shall be that corporation’s sales, 
property, and payroll in Minnesota and the denominator shall be the total sales, 
payroll, and property of all the corporations shown on the combined report. , 

The combined report shall reflect the income of the entire unitary business as 
provided in section 290.17, subdivision 2, clause (4). The combined report shall 
reflect income only from corporations created or organized in the United States 
or under the laws of the United States or of any state, the District of Columbia, 
the commonwealth of Puerto Rico, any possession of the United States, or any 
political subdivision of any of the foregoing §.n_d fi .'«_1 Pg _a_s defined i_r; 

section 2_2_2 9f the Internal Revenue Code o_f 1954, as amended through Decem- @ 3_l, _1_9_8_§. All intercompany transactions between companies which are 
contained on the combined report shall be eliminated. This subdivision shall 
not apply to insurance companies whose income is determined under section 
290.35 or to investment companies whose income is determined under section 
290.36. 

Sec. 16. Minnesota Statutes 1985 Supplement, section 290.41, subdivision 
1, is amended to read: 

Subdivision 1. PARTNERSHIPS, FIDUCIARIES, AND S CORPORA- 
TIONS. (a) Partnerships shall make a return for each taxable year which shall 
conform to the requirements of section 290.31, and shall, in addition, include 
the names and addresses of all partners entitled to a distributive share in their 
taxable net income and the amount of such distributive share to which each is 
entitled. The return shall contain er be verified by a written declaration that it 
ismadeunderthepeneltieseferiminalliabihtyferwillfiiflymaléngafalse 
ret-er-n correct an_d complete. Each partnership required to, file a return for any 
partnership taxable year shall, on or before the day on which the return for the 
taxable year was filed, furnish to each person who is a partner at any time during 
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the taxable year a copy of the information shown on the return as may be 
required. 

(b) The fiduciary of any estate or trust making the return required to be filed 
under this chapter for any taxable year shall, on or before the date on which the 
return was filed, furnish to each beneficiary who receives a distribution from the 
estate or trust with respect to the taxable year or to whom any item with respect 
to the taxable year is allocated, a statement containing the information shown 
on the return as the commissioner may require. 

(c) Each S corporation required to file a return under section 290974 for 
any taxable year shall, on or before the day on which the return for the taxable 
year was filed, furnish to each person who is a shareholder at any time during 
the taxable year a copy of the information shown on the return. 

(d) The statements required to be given to the partners, beneficiaries, or 
shareholders by this subdivision must be furnished at the time required by this 
subdivision, notwithstanding section 290.42, clause (7). 

Sec. 17. Minnesota Statutes 1984, section 290.50, subdivision 3, is amended 
to read: 

Subd. 3. EXCEPTIONS. This section shall not be construed so as to 
disallow: 

(a) a net operating loss carryback to any taxable year authorized by section 
290.095 or section 172 of the Internal Revenue Code of 1954, as amended 
through December 31, 1983, but the refund or credit shall be limited to the 
amount of overpayment arising from the carryback; 

(b) a capital loss carryback by a corporation under section 290.16, provided 
that the claim for refund or credit is made prior to the expiration of the 15th 
day of the 45th month following the end of the taxable year of the net capital 
loss which results in the carryback, p_lli_s any extension o_f time granted fig filing 
’_th<_: return, but c_)y_ly _i_f_‘ the return _vga_s jfleg within th_e extended t_i1_n£, and the 
refund or credit is limited to the amount of overpayment arising from the 
carryback. 

Sec. 18. Minnesota Statutes 1985 Supplement, section 290.92, subdivision 
2a, is amended to read: 

Subd. 2a. COLLECTION AT SOURCE. ( 1) DEDUCTIONS. Every employ- 
er 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 with- 
hold the tax on the basis of each payroll period or as otherwise provided in this 
section. 
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(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 with- 
held for any individual during his taxable year shall approximate in the aggre- 
gate 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 

' deduction for federal ineeme tax and the deduction allowable under 
section 290.089, subdivision 3, and the personal credits allowed against the tax. 

(4) MISCELLANEOUS PAYROLL 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 
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 pay- 
ment of wages to such employee during such quarter as if the appropriate 
average of the wages so estimated constituted the actual wages paid; and 

Changes or additions are indicated by underline, deletions by st-rileeeut.



1143 LAWS of MINNESOTA for 1986 Ch. 1, Art. 3 
FIRST SPECIAL SESSION 

(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 quar- 
ter 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 other- 
wise 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.

' 

(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, +983 _1_9_§§, 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 (re- 
ceived in a calendar month) pursuant to section 6053 of the Internal Revenue 
Code of 1954 as amended through December 31, -l-98-3 1985, to which subdivi- 
sion 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

V 

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. 

(10) VEHICLE FRINGE BENEFITS. An employer may eleet s_l_1_al_l not its 
deduct and withhold any tax under this section with respect to any vehicle fringe 
benefit provided to an employee if t_l§_ employer l_1_2§ gg elected £95 federal 
purposes g1_r_1_cl the requirement of and the definition contained in section 3402(s) 
of the Internal Revenue Code of 1954, as amended through May 26 December 
_3_l, l985_, are complied with. 

Sec. 19. Minnesota Statutes 1985 Supplement, section 290.93, subdivision 
10, is amended to read: - 

Subd. 10. UNDERPAYMENT OF ESTIMATED TAX. (1) In the case of 
any underpayment of estimated tax by an individual, except as provided in 
paragraph (4); (5); or (6), there must be added to and become a part of the taxes 
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imposed by this chapter, for the taxable year an amount determined at the rate 
specified in section 270.75 upon the amount of the underpayment for the period 
of the underpayment. 

(2) For purposes of the preceding paragraph, the amount of underpayment 
shall be the excess of

‘ 

(a) the amount of the installmentwhiehweulébe required to be paid if the 
es+imateétaxwereequal%e89pereent(66-%L3pereentin+hee&seeff&rmers 
refefiedteinsubdi~4sien§é29)efflmtwwsshe«%entheretu+n£efthetaxable 
yeerer89pereeat(66-%#3pereentintheeaseeffafmeHmfeHed’te&beve)the 
taaeesfersuehyearifnereturnwasfi-ledgover 

(b) the amount, if any, of the installment paid on or before the last day 
prescribed‘ for such payment. . 

(3) The period of the underpayment shall run from the date the installment 
was required to be paid to whichever of the following dates is the earlier 

(a) The 15th day of the fourth month following the close of the taxable year. 

(b) With respect to any portion of the underpayment, the date on which 
such portion is paid. For purposes of this subparagraph, a payment of estimated 
tax on any installment date shall be considered a payment of any unpaid required 
installments in the order in which the installments are required to be paid. 

(4)31headditiente%hetaxvv4threspeette&&yunde£p&ymente£mayinse&l¥ 

maéeenerbeferethehstéatepresefibedferthepaymeatefsuehiastallment 
equalsereweedseheameuntwhiehweuldhavebeenrequireétebepaidener 

lesser The amount o_f fly installment required _tp pe pile El pe _2_5 percent o_f 
me required annual payment except e_s_ provided ir_1 paragraph (e)_. Ihe term 
“required annual payment” means th_e lesser pf 

(a) §9_ percent §66-2/3 percent _ip th_e _c_2§e o_f farmers referred 19 Q subdivi- 
gig Q1 paragraph (2)), o_f me Q shown pp tl1_e return fee‘ the taxable Lea; Q Q 
percent 166-2/3 percent ip Llg c_as_e_ o_f farmers referred ’_t9_ above) _c>_f‘tl1_e tflgQ 
112y_e£ifm___returni§f1_1§;1.g 

(p) The total tax liability shown on the return of the ‘individual for the 
preceding taxable year (if a return showing a liability for such taxes was filed by 
the individual for the preceding taxable year of 12 months), or 

(la) fie) An amount equal to the applicable percentage of the tax for the 
taxable year (after deducting personal credits) computed by placing on an annualized 
basis the taxable income and alternative minimum taxable income for the months 
in the taxable year ending before the month in which the installment is required 
to be paid. The applicable percentage of the tax is 20 percent in the case of the 
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first installment, 40 percent for the second installment, 60 percent for the third 
installment, and 80 percent for the fourth installment. For purposes of this 
subparagraph, the taxable income and alternative minimum taxable income 
shall be placed on an annualized basis by 

(i) Multiplying by 12 (or in the case of a taxable year of less than 12 
months, the number of months in the taxable year) the taxable income and 
alternative minimum taxable income computed for the months in the taxable 
year ending before the month in which the installment is required to be paid. 

(ii) Dividing the resulting amount by the number of months in the taxable 
year ending before the month in which such installment date falls. 

(5) No addition to the tax shall be imposed under this subdivision for any 
taxable year if: 

(a) the individual did not have any liability for tax for the preceding taxable 
year, 

(b) the preceding taxable year was a taxable year of 12 months, and 

(c) the individual was a resident of Minnesota throughout the preceding 
taxable year. 

(6) No addition to the tax shall be imposed under this subdivision with 
respect to any underpayment to the extent the commissioner determines that the 
provisions of section 6654(e)(3) of the Internal Revenue Code of 1954, as amended 
through December 31, 1984, apply. 

(7). For the purposes of applying this subdivision, the estimated tax shall be 
computed without any reduction for the amount which the individual estimates 
as his credit under section 290.92, subdivision 12 (relating to tax withheld at 
source on wages), and any other refundable credits which are allowed against 
income tax liability, and the amount of such credits for the taxable year shall be 
deemed a payment of estimated tax, and an equal part of such amounts shall be 
deemed paid on each installment date (determined under subdivisions 6 and 7) 
for such taxable year, unless the taxpayer establishes the dates on which all 
amounts were actually withheld, in which case the amounts so withheld shall be 
deemed payments of estimated tax on the dates on which such amounts were 
actually withheld. 

Sec. 20. Minnesota Statutes 1984, section 29OA.03, subdivision 8, is amended 
to read: 

Subd. 8. CLAIMANT. (a) “Claimant” means a person, other than a depen- 
dent, who filed a claim authorized by this chapter and who was domiciled in this 
state during the calendar year for which the claim for relief was filed. 

(b) In the case of a claim relating to rent constituting property taxes, the 
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claimant shall have resided in a rented or leased unit on which ad valorem taxes 
or payments made in lieu of ad valorem taxes, including payments of special 
assessments imposed in lieu of ad valorem taxes, are payable at some time 
during the calendar year covered by the claim. 

(c) “Claimant” shall not include a resident of a nursing home, intermediate 
care facility, or long term residential facility whose rent constituting property 
taxes is paid pursuant to the supplemental security income program under title 
XVI of the Social Security Act, the Minnesota supplemental aid program under 
sections 256D.35 to 256D.41, the medical assistance program pursuant to title 
XIX of the Social Security Act, or the general assistance medical care program 
pursuant to section 256D.03, subdivision 3. If only a portion of the rent 
constituting property taxes is paid by these programs, the resident shall be a 
claimant for purposes of this chapter, but the refund calculated pursuant to 
section 29OA.04 shall be multiplied by a fraction, the numerator of which is 
income as defined in subdivision 3 reduced by the total amount of income from 
the above sources other than vendor payments under the medical assistance 
program or the general assistance medical care program and the denominator of 
which is income as defined in subdivision 3 plus vendor payments under the 
medical assistance program or the general assistance medical care program, to 
determine the allowable refund pursuant to this chapter. Egg purposes _o_f 

jg‘ 
paragraph ald paragrarm (Q), household income Q‘ income a_s defined Q subdivi- 
sion § must pp; be reduced by tl_1_e $2,000 reduction provided Q subdivision ;, 
paragraph Q11, clause (9, _f_o_r claimants who arp disabled 9; pg; _6_§ 9; more. 

(d) Notwithstanding paragraph (c), if the claimant was a resident of the 
nursing home, intermediate care facility or long term residential facility for only 
a portion of the calendar year covered by the claim, the claimant may compute 
rent constituting property taxes by disregarding the rent constituting property 
taxes from the nursing home, intermediate care facility, or long term residential 
facility and use only that amount of rent constituting property taxes or property 
taxes payable relating to that portion of the year when the claimant was not in 
the facility. The claimant’s household income is his income for the entire 
calendar year covered by the claim. 

(e) In the case of a claim for rent constituting property taxes of a part year 
Minnesota resident, the income and rental reflected in this computation shall be 
for the period of Minnesota residency only. Any rental expenses paid which 
may be reflected in arriving at federal adjusted gross income cannot be utilized 
for this computation. When two individuals" of a household are able to meet the 
qualifications for a claimant, they may determine among them as to who the 
claimant shall be. If they are unable to agree, the matter shall be referred to the 
commissioner of revenue and his decision shall be final. If a homestead proper- 
ty owner was a part year Minnesota resident, the income reflected in the compu- 
tation made pursuant to section 29OA.04 shall be for the entire calendar year, 
including income not assignable to Minnesota. 
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(f) If a homestead is occupied by two or more renters, who are not husband 
and wife, the rent shall be deemed to be paid equally by each, and separate 
claims shall be filed by each. The income of each shall be his household income 
for purposes of computing the amount of credit to be allowed. 

Sec. 21. REPEALER. 

La) Minnesota Statutes 1984, sections 290.06, subdivision Q, _apc_l 290.39, 
subdivision 3, aLe repealed. 

(Q) Laws 1985, First Special Session chapter lg article 2_l, sections 1_6 and 
I2, pg repealed. 

(9) Minnesota Statutes 1984, section 29OA.04, subdivision gr, i_s repealed. 

Sec. 22. EFFECTIVE DATE. 
Section I i_s effective _£g1_' returns _fi1id after June g 1985. Sections A Q, Q, 

paragraph ([1), 31, 2, 1_4, lg, Q, apg gg paragraph Q3), fie effective fig taxable 
years beginning E December §_1_, 1984. Sections 44 1, 1_7_, a_n_d _1_§ a_1e effective 
t_l_i_e d_ay after fiL1 enactment. Section Q, paragraph (Q, i_s effective @ taxable 
years beginning flag December Q, 1981. [hp amendment jug paragraph (3) 
adding clause (1) gp_c_l gig pg; language i_p clause (3)(ii) ip section _6_ i_s_ effective" 
f_o_r taxable years beginning after December g 1985. I_l_1e_ other amendments 1;; 
section Q gig effective £o_r taxable years beginning after December 3;, 1984. 
Sections l_O_, 1_l, 2331 _2L paragraph (a), arp effective Q taxable years beginning 
after December _3_l, 1985. Sections 1_2_, Q, gig _l_§ ggg effective Q" transactions 
aftgr December §_1_, 1984, jg gag years ending after such date. Section Q is 
elfective £9; claims based pp g_gr_1_t_ pz_1_1'_d_ in 1985 a_ng thereafter. Section g1_, 
paragraph gp), § effective Q claims based gm property taxes payable i_n 1985 
a_i£l thereafter. 

ARTICLE 4 

PROPERTY TAX 
Section 1. Minnesota Statutes 1984, section 69.021, subdivision 4, is amended 

to read: 

Subd. 4. DETERMINATION OF QUALIFIED STATE AID RECIPI- 
ENTS; CERTIFICATION TO COMMISSIONER OF FINANCE. The com- 
missioner shall determine which municipalities and independent nonprofit 
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firefighting corporations are qualified to receive fire state aid and which munici- 
palities and counties are qualified to receive police state aid. Any municipality, 
independent nonprofit firefighting corporation or county which received state 

' 

aid for the year immediately previous shall be presumed to be qualified to 
receive state aid for the year in question. If subsequent examination reveals that 
the state aid recipient was not in fact qualified to receive state aid for any year, 
the commissioner shall retroactively disqualify the recipient and shall take any 
necessary steps to recover the state aid payments which had been made for the 
years of disqualification, plus interest at a rate equal to the maximum lawful 
interest rate for a state bank pursuant to section 48.195, as of the date of 
disqualification, compounded annually from the date on which the state aid 
payment was made until the date on which the payment is recovered. The 
determination of qualification by the commissioner shall be based on informa- 
tion contained in the fire department, personnel and equipment certification 
required pursuant to section 69.011, the annual financial report required pursu- 
ant to section 69.051, any actuarial valuation or experience study report required 
pursuant to sections 69.77 or 69.773, any audits conducted by the state auditor 
or an independent auditor, and any other relevant information which comes to 
the attention of the commissioner. Upon completion of the determination, on 
or before June 1, the commissioner shall calculate pursuant to subdivision 6 the 
amount of fire state aid and police state aid which each county, municipality, 9; 
independent nonprofit firefighting corporation is to receive £er subsequent apper- 
tienntent -pnrsu-ant te 4 and shall certify to the commissioner of 
finance the name of each county in wlri-eh are leeated ene er inere qualified state 
aid reetpients, municipality, 9; independent nonprofit firefighting corporation 
and the amount of state aid which each eeunty is to receive fer subsequent 
appeitieninentt The eernnaissiener shall else eertify te eaeh eeunty auditer the 

interna-at-ien deemed neeessary fer the eennty audtter te rnake the snbseqnent 

Sec. 2. Minnesota Statutes 1984, section 69.021, subdivision 5, is amended 
to read: 

Subd. 5. CALCULATION OF STATE AID. The amount of state aid 
available for apportionment shall be two percent of the fire, lightning, sprinkler 
leakage and extended coverage premiums reported to the commissioner by insur- 
ers on the Minnesota Firetown Premium Report and two percent of the premi- 
ums reported to the commissioner by insurers on the Minnesota Aid to Police 
Premium Report. The amount for apportionment in respect to firefighter’s state 
aid shall not be greater or lesser than the amount of premium taxes paid to the 
state upon the premiums reported to the commissioner by insurers on the 
Minnesota Firetown Premium Report. The total amount for apportionment in 
respect to police state aid shall not be greater or lesser than the amount of 
premium taxes paid to the state upon the premiums reported to the commission- 
er by insurers on the Minnesota Aid to Police Premium Report. The tetat 
amount for apportionment in respect to police state aid shall be distributed to 
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the eeunt-ies fer apper-tienment te municipalities maintaining police, depart- 
ments and to the county on the basis of the number of active peace officers, as 
certified pursuant to section 69.011, subdivision 2, clause (b). The commission- 
er shall calculate the percentage of increase or decrease reflected in the appor- 
tionment over or under the previous year’s available state aid using the same 
premiums as a basis for comparison. 

~~~ 

~~

~ 
Sec. 3. Minnesota Statutes 1984, section 69.021, subdivision 7, is amended 

to read: 
~~ 

~~ 
Subd. 7. APPORTIONMENT OF AID TO MUNICIPALITIES AND 

FIREFIGHTER’S RELIEF ASSOCIATIONS B¥ G9UN—"I1¥ AUDITOR. (1) 
The eeu-at-y auditor commissioner shall apportion the state aid received by him 
relative to the premiums reported on the Minnesota Firetown Premium Reports 
filed pursuant to this chapter to each municipality and/or firefighter’s relief 
association certified to him by the in the same manner that state 
aid is apportioned to the counties, one-half in proportion to the population and 
one-half in proportion to the assessed property valuation of the fire towns in the 
county for which aid is proportioned. Necessary adjustments shall be made to 
subsequent apportionments. 

~~~

~
~
~
~ 

~~~ 

In the case of municipalities or independent fire departments qualifying for 
the aid the eeunty aueliter commissioner shall calculate the state aid for the 
municipality or relief association on the basis of the population and the property 
valuation of the area furnished fire protection service by the fire department as 
evidenced by duly executed and valid fire service agreements filed with him. If 
one or more fire departments are furnishing contracted fire service to a city, 
town or township only the population and valuation of the area served by each 
fire department shall be considered in calculating the state aid and the fire 
departments furnishing service shall enter into an agreement apportioning among 
themselves the percent of the population and the assessed property valuation of 
each service area. Agreement shall be in writing and filed with the commission- 
er in duplicate. The commissioner shall forward one copy of the agreement to 
the county auditor of the county wherein the fire department is located and 
retain one copy.

~ 

~~

~
~
~
~
~
~
~
~ 

~~

~ In the case of cities of the first and second class the state aid calculated shall 
be paid directly to the treasurer of the relief association. In the case of all other 
municipalities and independent fire department relief associations or retirement 
plans the aid shall be paid to the treasurer of the municipality where the fire 
department is located and the treasurer of the municipality shall within 30 days 
transmit the aid to the relief association if the relief association has filed a 
financial report with the treasurer of the municipality and has met all other 
statutory provisions pertaining to the aid apportionment. 

~~~

~
~
~
~ 

~~ 

The eeunt-y auditor and commissioner are is hereby empowered to make 
rules and regulations to permit the administration of the provisions of this 
section. ’ ‘

' 

~~

~ 
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(2) The eeurrty and-i-ter commissioner shall apportion the state police aid 
reeeived by him to each municipality and to the county in the following manner: 

(a) For all municipalities maintaining police departments and the county, 
the state aid shall be distributed by the eeunt-y euditer in proportion to the total 
number of peace oflicers, as determined pursuant to section 69.011, subdivision 
1, clause (g), and subdivision 2, clause '(b), employed by each municipality and 
by the county for 12‘calendar months and the proportional or fractional number 
who were employed less than 12 months; 

(b) For each municipality which contracts with the county for police service, 
‘a proportionate amount of the state aid distributed to the county based on the 
full time equivalent number of peace oflicers providing contract service shall be 
credited against the municipality’s contract obligation; 

(c) For each municipality which contracts with another municipality for 
police service, a proportionate amount of the state aid distributed to the munici- 
pality providing contract service based on the full time equivalent number of 
peace oflicers providing contract service on a full time equivalent basis shall be 
credited‘ against the contract obligation of the municipality receiving contract 
service; ~ 

(d) No municipality entitled to receive police state aid shall be apportioned 
less police state _aid for any year under Laws 1976, Chapter" 315, than the 
amount which was apportioned to it for calendar year 1975 based on premiums 
reported to the commissioner for calendar year 1974; provided, the amount of 
police state aid to other municipalities within the county and to the county shall 
be adjusted in proportion to the total number of peace officers in the municipali- 
ties and the county, so that the amount of police state aid apportioned shall not 
exceed the amount of police state aid available for apportionment. 

5Pl=ie eeurrt-y auditor and eernmiss-iener are hereby er-npewered to make rules 
teperi=mt' 

' 

eftl&epre=Hs«iens" eftlrisseetien-' . 

Sec. 4. Minnesota Statutes'1984, section 69.021, subdivision 9, is amended 
to read: 

Subd. 9. APPEAL. In the event that any fire or police department feels 
itself to be aggrieved, it may request the eeunt-y beard ef the eeunt-y wherein the 
tire er peliee department is leeated commissioner to review and adjust the 
apportionment of funds within the county and the decision of the eeurrt-y beard 
commissioner shall be subject to appeal, review, and adjustment by the district 
court in the county in which Q; fire <_)_r_ police department i_s_ located. 

Sec. 5. _Minnesota Statutes 1985 Supplement, section 69.031, subdivision 1, 
is amended to read: 

Subdivision 1. COMMISSIONER OF FINANCE’S WARRANT. The com- 
missioner of finance shall issue to the auditor of eeeh county, municipality, o_r 
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independent nonprofit firefighting corporation certified to him by the commis- 
sioner his warrant for an amount equal to the amount certified to by the 
commissioner pursuant to section 69.021. The amount due te a eeu-at-y and not 
paid by September 1 accrues interest at the rate of one percent for each month 
or part of a month the amount remains unpaid, beginning the preceding June 1. 

Sec. 6. Minnesota Statutes 1984, section 69.031, subdivision 3, is amended 
to read: 

Subd. 3. APPROPRIATIONS. There is hereby appropriated annually from 
the state general fund to the eeu-nties whe are entitled to payments under 
seetiens 697924 and 69%-)3—l commissioner of revenue an amount sufficient to 
make the payments specified in these sections 69.021 _a_ng 69.031 not exceeding 
the tax collected, 

Sec. 7. Minnesota Statutes 1985' Supplement, section ll6C.63, subdivision 
4, is amended to read: 

Subd. 4. When private real property defined as class la, lb, _l_(_:, 2a, 2c, 4a, 
5a, or 6a pursuant to section 273.13 is proposed to be acquired for the construc- 
tion 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. 8. Minnesota Statutes 1984, section 124.195, subdivision 5, is amended 
to read: . 

Subd. 5. COMMISSIONER’S ASSUMPTIONS. For purposes of deter- 
mining the amount of state general fund cash to be paid to school districts 
pursuant to subdivision 3, the commissioner of education shall: 
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(a) assume that the payments to school districts by the county treasurer of 
revenues accruing to the fiscal year of receipt pursuant to section 246:1-G 276.11 
are made in the following manner: 

(1) 50 percent within seven business days of each due date; and 

(2) .100 percent within 14 business days of each due date; 

(b) assume that gt; payments _tp school_ districts py tlg county treasurer o_f 
revenues accruing pg LIE fiscal year o_f receipt pursuant t_o section 3_l_ gt; made i_n 
t}_1p following manner: 

§_1_) _5_Q percent within seven business days o_fQ1_e October l_§ d_u§ date‘, 

(2) 1&0 percent within fl business days 'p1_°tl1_e October _1_5 gyp date; aid 

Q) l(_)_Q percent within _t_e_n business days pf gig November Q d_ue date. 
(9) assume that the payments to school districts by county auditors pursuant 

to section 124.10, subdivision 2 are made at the end of the months indicated in 
that subdivision. 

Sec. 9. Minnesota Statutes 1985 Supplement, section 124.2131, subdivision 
3, is amended to read: 

Subd. 3. DECREASE IN IRON ‘ORE ASSESSED VALUE. If in any year 
the assessed value of class 9a a_npl _9p property, as defined in seetiens section 
273.13, subdivision 30, and 24-3.—1-65; 3.7-; 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 inassessed value of class 9a _2p1_d_ 2]; property. If subdivision 2, clause 
(a) is applicable to such a district, the decrease in class 9a gn_(_l 9_b 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. 10. Minnesota Statutes 1984, section 270.12, subdivision 2, is amended 
to read: 

Subd. 2. The board_sha1l meet annually on August 15 at the office of the 
commissioner of revenue and examine and compare the returns of the assess- 
ment of the property in the several counties, and equalize the same so that all 
the taxable property in the state shall be assessed at its market value, subject to 
the following rules: 

(1) The board shall add to the aggregate valuation of the real property of 
every county, which the" board believes to be valued below its market value in 
money, such percent as will bring the same to its market value in money; 
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(2) The board shall deduct from the aggregate valuation of the real property 
of every county, which the board believes to be valued above its market value in 
money, such percent as will reduce the same to its market value in money; 

(3) If the board believes the valuation of the real property of any town or 
district in any county, or the valuation of the real property of any county not in 
towns or cities, should be raised or reduced, without raising or reducing the 
other real property of such county, or without raising or reducing it in the same 
ratio, the board may add to, or take from, the valuation of ‘any one or more of 
such towns or cities, or of the property not in towns or cities, such percent as the 
board believes will raise or reduce the same to its market value in money; 

(4) The board shall add to the aggregate valuation of any class of personal 
property of any county, town, or city, which the board believes to be valued 
below the market value thereof, such percent as will raise the same to its market 
value in money; 

(5) The board shall take from the aggregate valuation of any class of person- 
al property in any county, town or city, which the board believes to be valued 
above the market value thereof, such percent as will reduce the same to its 
market value in money; 

(6) The board shall not reduce the aggregate valuation of all the property of 
the state, as returned by the several county auditors, more than one percent on 
the whole valuation thereof‘; and 

(7) When it would be of assistance in equalizing values the board may 
require any county auditor to furnish statements showing assessments of real 
and personal property of any individuals, firms, or corporations within the 
county. The board shall consider and equalize such assessments and may increase 
the assessment of individuals, firms, or corporations above the amount returned 
by the county board of equalization when it shall appear to be undervalued, first 
giving notice to such persons of the intention of the board so to do, which notice 
shall fix a time and place of hearing. The board shall not decrease any such 
assessment below the valuation placed by the county board of equalization; gpg 

Q) Q; equalizing values pursuant t_Q t_h_i§ section, ’th_e board shall utilize Q 
12-month assessment/sales ratio study conducted py ‘th_e department pf revenue 
containing gply sales t_l1_21t; occurred between October _l_ o_f th_e yLar immediately 
preceding fig previous E t_g September §_0_ o_f the previous yfl E gs 
prices p§_e_c_l i_r_i tpg study must Q discounted Q terms pf financing. E board 
§l_1_al_l u_sp gig median ratio g§ jt_h_e statistical measure pf Q13 level o_f assessment £9; 
gpy particular category pf moperty. 

Sec. 11. Minnesota Statutes 1984, section 273.072, subdivision 1, is amended 
to read: 

Subdivision 1. Any county and any city or town lying wholly 9; partially 
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within the county and constituting a separate assessment district may, by agree- 
ment entered into under section 471.59 and approved by the commissioner of 
revenue, provide for the assessment of property in the municipality or town by 
the county assessor. Any two or more cities or towns constituting separate 
assessment districts, whether their assessors are elective or appointive, may 
enter into an agreement under section 471.59 for the assessment of property in 
the contracting units by the assessor of one of the units or by an assessor who is 
jointly employed. - 

Sec. 12. Minnesota Statutes 1985 Supplement, 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 chapter 
308, which has as its primary purpose the provision of housing and related 
seivices to its members, who must be persens er of law and moderate 
ineerneasdefinedinseetien462A£3;subdivisien+9;whoseincomemist@ 
exceed fl percent o_f tlg §L Paul-Minneapolis metropolitan E income g 
determined by Q United States Department Q‘ Housing 3&1 Urban Develop- 
m_en_t at the time they purchase their membership, and which meets the follow- 
ing requirements: 

(a) 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 occu- 
pant 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 member- 
ship or share was owned; plus 

(4) real property capital contributions shown in the records of the corpora- 
tion to have been paid by the transferor member and previous holders of the 
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same membership, or of separate memberships that had entitled occupancy to 
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 corpora- 
tion 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 corpo- 
ration any assets remaining after retirement of corporate debts and distribution 
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, 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 
section 273.124, subdivision 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 determined 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 accord- 
ance 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. 

See. 13. Minnesota Statutes 1985 Supplement, section 273.124, subdivision 
6, is amended to read: 
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Subd. 6. LEASEHOLD COOPERATIVES. When one or more dwellings 
or one or more buildings which each contain several dwelling units is owned by 
a nonprofit corporation subject to the provisions of chapter 317 or a limited 
partnership which corporation or partnership operates the property in conjunc- 
tion with a cooperative association, homestead treatment may be claimed for 
each dwelling unit occupied by a member of the cooperative. To qualify for the 
treatment provided by this subdivision, the following conditions must be met: 
(a) the cooperative association must be organized under sections 308.05 to 
308.18; (b) the cooperative association must have a lease for occupancy of the 
property for a term of at least 20 years; (c) t_o the extent permitted under Lte or 
federal law, the cooperative association must have a right under a written agree- 
ment with the owner topurchase the property if the owner proposes to sell it; if 
the cooperative association does not purchase the property when it is offered for 
sale, the owner may not subsequently sell the property to another purchaser at a 
price lower than the price at which it was offered for sale to the cooperative 
association unless the cooperative association approves the sale; and (d) if a 
limited partnership owns the property, it must include as the managing general 
partner either the cooperative association or a nonprofit organization operating 
under the provisions of chapter 317. Homestead treatment must be afforded to 
units occupied by members of the cooperative association and the units must be 
assessed as provided in subdivision -1- §, provided that any unit not so occupied 
shall be classified and assessed pursuant to the appropriate class. No more than 
three acres of land may, for assessment purposes, be included with each dwelling 
unit that qualifies for homestead treatment under this subdivision. 

Sec. 14. Minnesota Statutes 1985 Supplement, section 273.124, subdivision 
8, is amended to read: 

Subd. 8. HOMESTEAD OWNED BY FAMILY FARM CORPORATION 
OR PARTNERSHIP. (a) Each family farm corporation and each partnership 
operating a family farm is entitled to class -1- lb 9; class Q assessment for one 
homestead occupied by a shareholder or partner thereof who is residing on the 
land and actively engaged in farming of the land owned by the corporation or 
partnership. Homestead treatment applies even if legal title to the property is in 
the name of the corporation or partnership and not in the name of the person 
residing on it. “Family farm corporation” and “family “farm” have the meanings 
given in section 500.24. 

(b) In addition to property specified in paragraph (a), any other residences 
owned by corporations or partnerships described in paragraph (a) which are 
located on agricultural land and occupied as homesteads by shareholders or 
partners who are actively engaged in farming on behalf of the corporation or 
partnership must also be assessed as class -1- 1_b_ gr c_l21_s_s_ 23 property, but the 
property eligible is limited to the residence itself and as much of the land 
surrounding the homestead, not exceeding one acre, as is reasonably necessary 
for the use of the dwelling as a home, and does not include any other structures 
that may be located on it. 
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Sec. 15. Minnesota Statutes 1985 Supplement, section 273.124, subdivision 
9, is amended to read: 

Subd. 9. HOMESTEAD ESTABLISHED AFTER ASSESSMENT DATE. 
Any property that was not used for the purpose of a homestead on the assess~ 
ment date, but which was used for the purpose of a homestead on June 1 of a 
year, constitutes class 1 9_1_‘ gl§§_s_ _2_a_ to the extent of one-half of the valuation that 
would have been includable in class 1 g 31% _2_g. 

Any taxpayer meeting the requirements of this subdivision must notify the 
county assessor, or the assessor who has the powers of the county assessor 
pursuant to section 273.063, in writing, prior to June 15 of the year of occupan- 
cy in order to qualify under this subdivision. 

The county assessor and‘ the county auditor may make the necessary changes 
on their assessment and tax records to provide for proper homestead classification 
as provided in this subdivision. 

The owner of any property qualifying under this subdivision, which has not 
been accorded the benefits of this subdivision, regardless of whether or not the 
notification has been timely filed, may be entitled to receive homestead classification 
by proper application as provided in section 270.07 or 375.192. 

The county assessor shall publish in a newspaper of general circulation 
within the county no later than June 1 of each year a notice informing the public 
of the requirement to file an application for homestead prior to June 15. 

Sec. 16. Minnesota Statutes 1985 Supplement, section 273.124, subdivision 
10, is amended to read: 

Subd. 10. REAL ESTATE PURCHASED FOR OCCUPANCY AS A HOME- 
STEAD. Real estate purchased for occupancy as a homestead must be classified 
as class 1 Q‘ g1_as_s 23 if the purchaser is prevented from obtaining possession on 
January 2 next following the purchase by reason of federal or state rent control 
laws or regulations. 

Sec. 17. Minnesota Statutes 1985 Supplement, section 273.124, subdivision 
11, is amended to read: - 

Subd. 11. LIMITATION ON HOMESTEAD CLASSIFICATION. If the 
assessor has classified a property as both homestead and nonhomestead, the 
greater of the value attributable to the portion of the property classified as class 
la, lb, or 2a or the value of the first tier of assessment percentages provided 
under section 273.13, subdivision 22, paragraph (a) or (b) or subdivision 23, 
paragraph (a) is entitled to homestead treatment; except as provided in subdivi- 
Siefiiléfefi 
containing fewer than four residential units and for g Q a single rented or 
leased dwelling unit located within or attached to a private garage or similar 
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structure owned by the owner of a homestead and located on the premises of 
that homestead. 

If the assessor has classified a property as both homestead and nonhomes- 
tead, the homestead credit provided in section 273.13, subdivisions 22 and 23, 
and the reductions in taxprovided under sections 273.135 and 273.1391 apply 
to the value of _both the homestead and the nonhomestead portions of the 
property. 

See. 18. Minnesota Statutes 1985 Supplement, section 273.13, subdivision 
15a, is amended to read: 

Subd. 15a. 
_ 
GENERAL FUND, REPLACEMENT OF REVENUE. (1) Pay- 

ment from the general fund shall be made, as provided herein, for the purpose 
of replacing revenue lost as a result of the reduction of property taxes provided 
in subdivisions 22 and 23. 

(2) Each county auditor shall certify, not later than May 1 of each year to 
the commissioner of revenue the amount of reduction resulting from subdivi- 
sions 22 and 23 in his county This certification 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 certififed in the abstracts of tax lists. The commission- 
er of revenue shall review such certifications to determine their accuracy. He 
may make such changes in the certification as he may deem necessary or return 
a certification to the county auditor for corrections. 

(3) Based on current year tax data reported in the abstracts of tax lists, the 
commissioner of revenue shall annually determine the taxing district distribu- 
tion of the amounts certified under clause (2). The commissioner of revenue 
shall pay to each taxing district, other than school districts, its total payment for 
the year in equal installments on or before July 15; August -16; September -15; 
Geteber -1-5; November 1-5; and December 15 of each year. 

See. 19. Minnesota Statutes 1985 Supplement, section 273.13, subdivision 
26, is amended to read: 

Subd. 26. CLASS 5. (a) Residential real estate containing less than four 
units, other than seasonal residential, recreational, and homesteads, is class 5a. 
Class 5a shall also include post-secondary 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. 
Class 5a property is assessed at 28 percent of market value. 

(b) Structures of five stories or more and constructed with materials meeting 
the requirements for type I or II construction as defined in the state building 
code, if at least 90 percent of the structure is used or to be used as apartment 
housing, is class 5b. Class 5b property is assessed at 25 percent of market Value. 
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The 25 percent assessment ratio applies to these structures for a period of 40 
years from the date of completion of original construction, or the date of initial 
though partial use, whichever is earlier. 

(9 Manufactured homes not classified under any other provision constitute 
class _5_c_. Class Q property i_s assessed Q 2_8 percent o_f market value. 

Sec. 20. Minnesota Statutes 1985 Supplement, section 273.13, subdivision 
28, is amended to read: 

Subd. 28. CLASS 7. (a) Class 7a is a structure that is situated on real 
property that is used for housing for the elderly or for low and moderate income 
families as defined by Title II of the National Housing Act or the Minnesota 
housing finance agency law of 1971 or regulations promulgated by the agency 
pursuant thereto and financed by a direct federal loan or federally insured loan 
or a loan made by the Minnesota housing finance agency pursuant to the provi- 
sions of either of those _acts and acts amendatory thereof. Class 7a property 
must, for 15 years from the date of the completion of the original construction 
or substantial rehabilitation, or for the original term of the loan, be assessed at 
20 percent of the market value. 

(b) Class 7b is a structure which is 

(1) situated upon real property that is used for housing lower income fami- 
lies or elderly or handicapped persons, as defined in section 8 of the United 
States Housing Act of 1937, as amended, and 

(2) owned by an entity which has entered into a housing assistance pay- 
ments contract under section 8 which provides assistance for 100 percent of the 
dwelling units in the structure, other than dwelling units intended for manage- 
ment or maintenance personnel. Class 7b property must, for the term of the 
housing assistance payments contract, including all renewals, or for the term of 
its permanent financing, whichever is shorter, be assessed at 20 percent of its 
market value. 

(c) Class 7c is any structure 

(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 administra- 
tion; 

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

(3) financed by a direct loan or insured loan from the farmers home admin- 
istration; 

Class 7c property must be assessed at ten percent of its market value for 15 
years from the date of the completion of the original construction or for the 
original term of the loan except that if (1) construction of the structure had been 
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commenced after December 31, 1983; and (2) the project had been approved by 
the governing body of the municipality in which it is located after June 30, 
1983; and (3) financing of the project had been approved by a federal or state 
agency after June 30, 1983, it must be assessed at 20 percent. 

The 20 percent and ten percent assessment ratios apply to the properties 
described in paragraphs (a), (b), and (c) only in proportion to occupancy of the 
structure by elderly or handicapped persons or low and moderate income fami- 
lies as defined in the applicable laws unless construction of the structure had 
been commenced prior to January 1, 1984; or the project had been approved by 
the governing body of the municipality in which it is located prior to June 30, 
1983; or financing of the project had been approved by a federal or state agency 
prior to June 30, 1983. 

For all properties described in paragraphs (a), (b), and (c), the market value 
determined by the assessor must be based on the normal approach to value 
using normal unrestricted rents. 

The provisions of paragraphs (a) and (c) apply only to nonprofit and limited 
dividend entities. 

((1) Class 7d property is a parcel of land, not to exceed one acre, and its 
improvements or a parcel of unimproved land, not to exceed one acre, if it is 
owned by a neighborhood real estate trust and at least 60 percent of the dwelling 
units, if any, on all land owned by the trust are leased to or occupied by lower 
income families or individuals. Class 7d land and improvements, if any, shall 
be assessed at 20 percent of the market value. This paragraph shall not apply to 
any portion of the land or improvements used for nonresidential purposes. For 
purposes of this paragraph, a lower income family is a family with an income 
that does not exceed 65 percent of the median family income for the area,@ 
a lower income individual i_s Q individual whose income does ggt exceed Q 
percent 91‘ tfi median individual income for the ge_a, as determined by the 
United States Secretary of Housing and Urban Development. For purposes of 
this paragraph, “neighborhood real estate trust” means an entity which is certified 
by the governing body of the municipality in which it is located to have the 
following characteristics: (1) it is a nonprofit corporation organized under chap- 
ter 317;'(2) it has as its principal purpose providing housing for lower income 
families in a specific geographic community designated in its articles or bylaws; 
(3) it limits membership with voting rights to residents of the designated com- 
munity; and (4) it has a board of directors consisting of at least seven directors, 
60 percent of whom are members with voting rights and, to the extent feasible, 
25 percent of whom are elected by resident members of buildings owned by the 
trust. ' 

Sec. 21. Minnesota Statutes 1985 Supplement, section 273.13, subdivision 
30, is amended to read: 

Subd. 30. CLASS 9. (a) Unmined iron ore is class 9a and is assessed at 50 
percent of market value. 
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(b) Class 9b consists of all low-grade iron-bearing formations as defined in 
section 273.14. Class 9b shall be assessed at the following percentages of its 
value: If the tonnage recovery is less than 50 percent and not less than 49 
percent, the assessed value shall be 48-1/2 percent of the value; if the tonnage 
recovery is less than 49 percent and not less than 48 percent, the assessed value 
shall be 47 percent of the value; and for each subsequent reduction of one 
percent in tonnage recovery, the percentage of assessed value to value shall be 
reduced an additional 1-1/2 percent of the value, but the assessed value shall 
never be less than 30 percent of the value. The land, exclusive of the forma- 
tions, shall be assessed as otherwise provided by law. The commissioner of 
revenue may estimate the reasonable market value of the iron ore on any parcel 
of land which at the assessment date is considered uneconomical to mine. 

Sec. 22. Minnesota Statutes 1985 Supplement, section 273.136, is amended 
to read: 

273.136 TACONITE PROPERTY TAX RELIEF FUND; REPLACE- 
MENT OF REVENUE. 

Subdivision 1. Payment from the county shall be made as provided herein 
for the purpose of replacing revenue lost as a result of the reduction of property 
taxes provided in section 273.135. 

Subd. 2. The commissioner of revenue shall determine, not later than May 
Apr_il 1 of each year, the amount of reduction resulting from section 273.135 in 
each county containing a tax relief area as defined by section 273.134, basing his 
determinations on a review of abstracts of tax lists submitted by the county 
auditors pursuant to section 275.29. He may make changes in the abstracts of 
tax lists as he deems necessary. The commissioner of revenue, after such review, 
shall submit to the St. Louis county auditor, on or before June -1- Apr_il 15, the 
amount of the first half payment payable hereunder and on or before Geteber 
September 15 the amount of the second half payment. 

Subd. 3. The St. Louis county auditor shall pay out of the taconite property 
tax relief account to each county treasurer one-half of the amount certified under 
subdivision 2 not later than June May 15 and the remaining half not later than 
November October 15 of each year. 

Subd. 4. The county treasurer shall distribute as part 9f fig May arg 
October settlements the funds received by him as if they had been collected as a 
part of the property tax reduced by section 273.135. 

Sec. 23. Minnesota Statutes 1984, section 273.1391, subdivision 3, is amended 
to read: 

Subd. 3. Not later than December 1, each county auditor having jurisdic- 
tion over one or more tax relief areas defined in subdivision 2 shall certify. to the 
commissioner of revenue his estimate of the total amount of the reduction, 
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determined under subdivision 2, in taxes payable the next succeeding year with 
respect to all tax relief areas in his county. I13 commissioner make 
payments t_o ’th_e county by @y _l__5_ and October l_5_ annually. 1 county 
treasurer s_h_al_l distribute Q pgt o_f tl1_e May and October settlements jg funds 
received from the commissioner. 

Sec. 24. Minnesota Statutes 1985 Supplement, section 273.42, subdivision 
2, is amended to read: 

Subd. 2. Owners of land defined as class la, lb, g, 2a, 2c, 4a, 5a, or 6a, 
pursuant to section 273.13 listed on records of the county auditor or county 
treasurer over which runs a high voltage transmission line as defined in section 
l16C.52, subdivision 3, except a high voltage transmission line the construction 
of which was commenced‘ prior to July 1, 1974, shall receive a property tax 
credit in an amount determined by multiplying a fraction, the numerator of 
which is the length of high voltage transmission line which runs over that parcel 
and the denominator of which is the total length of that particular line running 
over all property within the city or township by ten percent of the transmission 
line tax revenue derived from the tax on that portion of the line within the city 
or township pursuant to section 273.36.‘ In the case of property owners in 
unorganized townships, the property tax credit shall be determined by multiply- 
ing a fraction, the numerator of which is the length of the qualifying high voltage 
transmission line which runs over the parcel and the denominator of which is 
the total length of the qualifying high voltage transmission line running over all 
property within all the unorganized townships within the county, by the total 
utility property tax credit fund amount available within the county for that year 
pursuant to subdivision 1. Where a right-of-way width is shared by more than 
one property owner, the numerator shall be adjusted by multiplying the length of 
line on the parcel by the proportion of the total width on the parcel owned by 
that property owner. The amount of credit for which the property qualifies shall 
not exceed 20 percent of the total gross tax on the parcel prior to deduction of 
the state paid agricultural credit and the state paid homestead credit, provided 
that, if the property containing the right-of-way is included in a parcel which 
exceeds 40 acres, the total gross tax on the parcel shall be multiplied by a 
fraction, the numerator of which is the sum of the number of acres in_ each 
quarter-quarter section or portion thereof which contains a right-of-way and the 
denominator of which is the total number of acres in the parcel set forth on the 
tax statement, and the maximum credit shall be 20 percent of the product of 
that computation, prior to deduction of those credits. The auditor of the county 
‘in which the affected parcel is located shall calculate the amount of the credit 
due for each parcel and transmit that information to the county treasurer. The 
county auditor, in computing the credits received pursuant to sections 273.13 
and 273.135, shall reduce the gross tax by the amount of the credit received 
pursuant to this section, unless the amount of the credit would be less than $10. 

If, after the county auditor has computed the credit to those qualifying 
property owners in unorganized townships, there is money remaining in the 
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utility property tax credit fund, then that excess amount in the fund shall be 
returned to the general school fund of the county. 

Sec. 25. Minnesota Statutes 1985 Supplement, section 274.19, subdivision 
1, is amended to read: 

Subdivision 1. flip provisions pf subdivisions 1 t_q 1 apply tp manufactured 
homes E E assessed under subdivision §, clause §9)_._ Each manufactured 
home shall be valued each year by the assessor and be assessed with reference to 
its value on January 2 of that year. Notice of the value shall be mailed to the 
person to be assessed at least ten days before the meeting of the local board of 
review or equalization. The notice shall contain the amount of valuation in 
terms of market value, the assessor’s ofiice address, and the date, place, and time 
set for the meeting of the local board of review or equalization and the county 
board of equalization. 

Sec. 26. Minnesota Statutes 1985 Supplement, section 274.19, subdivision 
8, is amended to read: 

Subd. 8. MANUFACTURED HOMES; SECTIONAL STRUCTURES. (a) 
For purposes of this section, a “manufactured home” means a structure tran- 
sportable in one or more sections, which is built on a permanent chassis, and 
designed to be used as a dwelling with or without a permanent foundation when 
connected to the required utilities, and contains the plumbing, heating, air- 
conditioning, and electrical systems therein, including any accessory structure 
which is an addition or supplement to the manufactured home and, when installed, 
becomes a part of the manufactured home. 

(b) A manufactured home which meets each of the following criteria must 
be valued and assessed as an improvement to real property, the appropriate real 
property classification shall apply and the valuation is subject to review and the 
taxes payable in the manner provided for real property: 

(i) the owner of the unit holds title to the land upon which it is situated; 

(ii) the unit is affixed to the land by a permanent foundation or is installed 
at its location in accordance with the manufactured home building code con- 
tained in sections 327.31 to 327.34, and the rules adopted thereto, or is affixed 
to the land in a manner comparable to other real property in the taxing district; 
and 

(iii) the unit is connected to public utilities, has a well and septic tank 
system, or is serviced by water and sewer facilities comparable to other real 
property in the taxing district. 

(c) A manufactured home which meets each of the following criteria must 
be assessed at the rate provided by the appropriate real property classification 
but must be classified treated as a heme personal property, and 
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the valuation is subject to review and the taxes payable thereon in the manner 
provided in this section: 

(i) the owner of the unit is a lessee of the land pursuant to the terms of a 
lease; 

(ii) the unit is aflixed to the land by a permanent foundation or is installed 
at its location in accordance with the manufactured homes building code con- 
tained in sections 327.31 to 327.34, and the rules adopted thereto, or is affixed 
to the land in a manner comparable to other real property in the taxing district;‘ 
and 

(iii) the unit is connected to public utilities, has a well and septic tank 
system, or is serviced by water and sewer facilities comparable to other real 
property in the taxing district. 

(d) Sectional structures must be valued and assessed as an improvement to 
real property if the owner of the structure holds title to the land upon which it 
is located or is a qualifying lessee of the land under the provisions of this 
section 273.19. For purposes of this paragraph “sectional structure” means a 
building or structural unit which has been in whole or substantial part manufac- 
tured or constructed at an off site location to be wholly or partially assembled on 
site alone or with other units and attached to a permanent foundation. 

(e) The commissioner of revenue may adopt rules pursuant to the adminis- 
trative procedure act for the purpose of establishing additional criteria for the 
classification of manufactured homes and sectional structures under this subdi- 
vision. 

Sec. 27. Minnesota Statutes 1984, section 275.125, subdivision 9, is amended 
to read: - 

Subd. 9. LEVY REDUCTIONS; TACONITE. (1) Reductions in levies 
pursuant to subdivision 10 of this section, and section 273.138, shall be made 
prior to the reductions in clause (2). 

(2) Notwithstanding any other law to the contrary, districts which received 
payments pursuant to sections 294.21 to 294.26; 298.23 to 298.28; 298.34 to 
298.39; 298.391 to 298.396; 298.405; 298.51 to 298.67; 477A.l5; and any law 
imposing a tax upon severed mineral values, or under any other law distributing 
proceeds in lieu of ad valorem tax assessments on copper or nickel properties, or 
recognized revenue pursuant to section 477A.l5; shall not include a portion of 
these aids in their permissible levies pursuant to those sections, but instead shall 
reduce the permissible levies authorized by this section and sections 124A.03, 
l24A.O6, subdivision 3a, 124A.O8,' subdivision 3a, 124A.10, subdivision 3a, 
l24A.l2, subdivision 3a, and 124A.l4, subdivision 5a by the greater of the 
following:

' 
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(a) an amount equal to 50 percent of the total dollar amount of the pay- 
ments received pursuant to those sections or revenue recognized pursuant to 
section 477A.l5 in the previous fiscal year; or 

(b) an amount equal to the total dollar amount of the payments received 
pursuant to those sections or revenue recognized pursuant to section 477A.l5 in 
the previous fiscal year less the product of the same dollar amount of payments 
or revenue times the ratio of the maximum levy allowed the district under 
section 124A.03, subdivision 1, to the total levy allowed the district under this 
section and sections 124A.03, 124A.O6, subdivision 3a, l24A.08, subdivision 3a, 
124A.l0, subdivision 3a, l24A.12, subdivision 3a, and 124A.l4, subdivision 5a 
in the year in which the levy is certified. 

(3) No reduction pursuant to this subdivision shall reduce the levy made by 
the district pursuant to section 124A.03, subdivision 1, to an amount less than 
the amount raised by a levy of 12.5 mills times the adjusted assessed valuation 
of that district for the preceding year as determined by the equalization aid 
review committee. The amount of any increased levy authorized by referendum 
pursuant to section 124A.03, subdivision 2 shall not be reduced pursuant to this 
subdivision. The amount of any levy authorized by subdivision 4, to make 
payments for bonds issued and for interest thereon, shall not be reduced pursu- 
ant to this subdivision. 

(4) Before computing the reduction pursuant to this subdivision of the 
capital expenditure levy authorized by subdivision 11a, and the community 
service levy authorized by subdivision 8, the commissioner shall ascertain from 
each affected school district the amount it proposes to levy for capital expendi- 
tures pursuant to subdivision 11a and for community services pursuant to sub- 
division 8. The reduction of the capital expenditure levy and the community 
services levy shall be computed on the basis of the amount so ascertained. 

(5) Notwithstanding any law to the contrary, any amounts received by 
districts in any fiscal year pursuant to sections 294.21 to 294.26; 298.23 to 
298.28; 298.34 to 298.39; 298.391 to 298.396; 298.405; 298.51 to 298.67; or any 
law imposing a tax on severed mineral values, or under any other law distribut- 
ing proceeds in lieu of ad valorem tax assessments on copper or nickel proper- 
ties; and not deducted from foundation aid pursuant to section l24A.035, 
subdivision 5, clause (2), and not applied to reduce levies pursuant to this 
subdivision shall be paid by the district to the eena-missiener ef finanee & Louis 
county auditor in the following amount by March 15 of each year except _l2§6_, 
the amount required to be subtracted from the previous fiscal year’s foundation 
aid pursuant to section 124A.O35, subdivision 5, which is in excess of the 
foundation aid earned for that fiscal year. The eemmiseiener of finanee county 
auditor shall deposit any amounts received pursuant to this clause in the teemi- 

~l-6A-.49 fly Louis county treasury for purposes of paying the taconite homestead 
credit as provided in section 273.135. 
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Sec. 28. Minnesota Statutes 1984, section 276.09, is amended to read: 

276.09 SETTLEMENT BETWEEN AUDITOR AND TREASURER. 
On the fifth day of March and the 20th day of May; and October of each 

year, the county treasurer shall make full settlement with the county auditor of 
all receipts collected by him for all purposes, from the date of the last settlement 
up to and including each day mentioned. The county auditor shall, within 30 
days after each settlement, send an abstract of same to the state auditor in the

' 

form prescribed by the state auditor. At each settlement the treasurer shall 
make complete returns of the receipts on the current tax list, showing the 
amount collected on account of the several funds included in the list. 

Settlement of receipts from May _2_Q t_o December Q of each year shall be 
made as provided Q sectionL 

For purposes of this section, “receipts” shall include all tax payments received 
by the county treasurer on or before the settlement date. 

Sec. 29. Minnesota Statutes 1984, section 276.10, is amended to read: 

276.10 APPORTIONMENT AND DISTRIBUTION OF FUNDS. 
On the settlement day in March; and May; and Qeteber of each year, the 

county auditor and county treasurer shall distribute all undistributed funds in 
the treasury, apportioning them, as provided by law, and placing them to the 
credit of the state, town, city, school district, special district and each county 
fund. Within 20 days after the distribution is completed, the county auditor 
shall make a report of it to the state auditor in the form prescribed by the state 
auditor. The county auditor shall issue his warrant for the payment of moneys 
in the county treasury to the credit of the state, town, city, school district, or 
special districts on application of the persons entitled to receive them. The 
county auditor may apply the mill rate from the year previous to the year of 
distribution when apportioning and distributing delinquent tax proceeds, pro- 
vided that the composition of the previous -year’s mill rate between taxing 
districts is not significantly different than that which existed for the year of the 
delinquency. 

Sec. 30. Minnesota. Statutes 1984, section 276.11, is amended to read: 

276.1 1 WHEN TREASURER SHALL PAY FUNDS FROM MARCH AND 
MAY SETTLEMENTS. 

As soon as practical after eaeh set-t-lement the March and May settlements 
the county treasurer shall pay over to the state treasurer or the treasurer of any 
town, city, school district, or special district, on the warrant of the county 
auditor, all receipts arising from taxes levied by and belonging to the state, or to 
such municipal corporation, or other body, and deliver up all orders and other 
evidences of indebtedness of such municipal corporation or other body, taking 
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triplicate receipts therefor. The treasurer shall file one of the receipts with the 
county auditor, and shall return one by mail on the day of its reception to the 
clerk of the town, city, school district, or special district to which payment was 
made. The clerk shall preserve the receipt in the clerk’s office. Upon written 
request of the state, a municipal corporation or other public body, the county 
treasurer shall, to the extent practicable, make partial payments of amounts 
collected periodically in advance of the next settlement and distribution. Accom- 
panying each payment shall be a statement prepared by the county treasurer 
designating the years for which taxes included in the payment were collected 
and, for each year, the amount of the taxes and any penalties thereon. The 
county treasurer shall pay, upon written request of the state, a municipal corpo- 
ration or other public body except school districts, at least 70 percent of the 
estimated collection within 30 days after the March £1 _l\Qy settlement date 
dates. Within seven business days after the due date, the county treasurer shall 
pay to the treasurer of the school districts 50 percent of the estimated collections 
arising from taxes levied by and belonging to the school district and the remain- 
ing 50 percent of the estimated collections shall be paid to the treasurer of the 
school district within the next seven business days. The treasurer shall pay the 
balance of the amounts collected to the state or to a municipal corporation or 
other body within 60 days after the March erg fiy settlement date dates, 
provided, however, that after 45 days interest shall accrue at a rate of eight 
percent per annum to the credit of and shall be paid to the state, municipal 
corporation or other body. Interest shall be payable upon appropriation from 
the general revenue fund of the county and, if not paid, may be recovered by the 
state, municipal corporation, or other body, in a civil action. 

Sec. 31. [276.111] DISTRIBUTIONS AND FINAL YEAR-END SETTLE- 
MENT. 

Within seven business bale after October Q th_e county treasurer £111 pey 
tb fire school districts §Q percent o_f the estimated collections arising from taxes 
levied by $1 belonging _tb t_h_e school district from May 2_O t_o October ge a_n_d_ 
th_e remaining QQ percent bf ebb estimated bag collections must be piibl t_o ebb 
school district within E flat} seven business days. Within _t_(g business days 
efter November g, th_e county treasurer s_l121_ll Lay ’_tb Qe school district Q9 
percent bf fire estimated collections arising from taxes levied by $1 belonging 
t_o fire school districts from October 1) t_o November _2Qy 

Within t_eb business days after November l_5_, tfi county treasurer _sba_ll pey 
_tb eeeb taxing district, except eby school district, Q0 tgzent bf _tbe estimated 
collections arising from taxes levied by 2_1_r_1_d belonging Q eicb taxing district 
fgm My _2_(_) t_o November 2_O; 

Q_n_ be before t_he fifbb bey 9_f January, th_e county treasurer shall make@ 
settlement @ me county auditor o_f ell receipts collected from t_be @ gy o_f 
__l\/gy t_o December Q After subtracting eby gag distributions which have been made t_o t_h_e taxing districts ir_1 October abet November, tl1_e treasurer shall Lay t_o 
egg bf be taxing districts bb o_r before January Q, E balance bf th_e Q 
amounts collected b_r_1 behalf o_f each taxing district. Interest shall accrue a_t z_1 fie bf eight percent pg annum t_o_ gig credit bf e1_1_c_l shall be psi t_o th_e taxing 
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district 
g‘ E settlement amount is rig fig by J anuagy _2_; Interest flag 

b_e payable upon appropriation from t_h_e general revenue fund 9_f the county and, 
if n_ot 1% {gay be recovered by th_e state, municipal corporation, g other body, 
i_n a gxi action. 

Sec. 32. Minnesota Statutes 1984, section 278.03, is amended to read: 

278.03 PAYMENT OF TAX. 
If the proceedings instituted by the filing of the petition have not been 

completed before the 16th day of May next following the filing, the petitioner 
shall pay to the county treasurer 50 percent of the tax levied for such year 
against the property involved, unless permission to continue prosecution of the 
petition without such payment is obtained as herein provided. If the proceed- 
ings instituted by the filing of the petition have not been completed by the next 
October 16, 9_r, Q me gs}; gf class Qg: agricultural homestead, class §l_) agricul- 
tural homestead, 2_1p_d_ class _3_ agricultural nonhomestead property, November g, 
the petitioner shall pay to the county treasurer 50 percent of the unpaid balance 
of the taxes levied for the year against the property involved if the unpaid 
balance is $2,000 or less and 80 percent of the unpaid balance if the unpaid 
balance is over $2,000, unless permission to continue prosecution of the petition 
without payment is obtained as herein provided. The petitioner, upon ten days 
notice to the county attorney and to the county auditor, given at least ten days 
prior to the 16th day of May or the 16th day of October, gr, i_n gig gg o_f 
}_g agricultural homestead, class fib agricultural homestead, _an_d class Q agricul- 
tural nonhomestead property, th_e 16th day o_f November, may apply to the court 
for permission to continue prosecution of the petition without payment; and, if 
it is made to appear 

(1) That the proposed review is to be taken in good faith; 

(2) That there is probable cause .to believe that the property may be held 
exempt from the tax levied or that the tax may be determined to be less than 50 
percent of the amount levied; and 

(3) That it would work a hardship upon petitioner to pay the taxes due, 

the court may permit the petitioner to continue prosecution of the petition 
without payment, or may fix a lesser amount to be paid as a condition of 
continuing the prosecution of the petition. 

Failure to make payment of the amount required when due shall operate 
automatically to dismiss the petition and all proceedings thereunder unless the 
payment is waived by an order of the court permitting the petitioner to continue 
prosecution of the petition without payment. The county treasurer shall, upon 
request of the petitioner, issue duplicate receipts for the tax payment, one of 
which shall be filed by the petitioner in the proceeding. 
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Sec. 33. Minnesota Statutes 1985 Supplement, section 278.05, subdivision 
5, is amended to read: 

Subd. 5. Any time after the filing of the petition and before the trial of the 
issues raised thereby, when the defense or claim presented is that the property 
has been partially, unfairly, or unequally assessed, or that the parcel has been 
assessed at a valuation greater than its real or actual value, or that a parcel 
which ‘is classified as homestead under the provisions of section 273.13, subdivi- 
sion 22 or 23, has been assessed at a valuation which exceeds by ten percent or 
more the valuation which the parcel would have if it were valued at the average 
assessment/sales ratio for real property in the same class in that portion of the 
county in which the parcel is located, for which the commissioner is able to 
establish and publish a sales ratio study, the ‘attorney representing the state, 
county, city or town in the proceedings may serve on the petitioner, or his 
attorney, and file with the clerk of the district court, an offer to reduce the 
valuation of any tract or tracts to a valuation set forth in the offer. If, within ten 
days thereafter, the petitioner, or his attorney, gives notice in writing to the 
county attorney, or the attorney for the city or town, that the offer is accepted, 
he may file the offer with proof of notice, and the clerk shall enter judgment 
accordingly. Otherwise, the offer shall be deemed withdrawn and evidence 
thereof shall not be given; and, unless a lower valuation than specified in the 
offer is found by the court, no costs or disbursements shall be allowed to the 
petitioner, but the costs and disbursements of the state, county, city or town, 
including interest at six percent on the tax based on the amount of the offer 
from and after the 16th day of October, gr, Q gig % _q_f _clais_ ggc agricultural 
homestead, 9_lg§§_ gp agricultural homestead, £1 class Q agricultural nonhomes- 
tead property, Qg lgtlg day gf November of the year the taxes are payable, shall 
be taxed in its favor and included in the judgment and when collected shall be 
credited to the county revenue fund, unless the taxes were paid in full before the 
16th day of October, gr, in th_e gas; 9_f_' class _3_g_<_: agricultural homestead, class fib 
agricultural homestead, a_r;c_l class _31 agricultural nonhomestead property, ’th_e 

_1_6tl_1_ glgy o_f November of the year in which the taxes were payable, in which 
event interest shall not be taxable. 

Sec. 34. Minnesota Statutes 1984, section 279.01, as amended by Laws 
1985, chapter 300, section 12, and First Special Session chapter 14, article 4, 
section 82, is amended to read: 

279.01 DUE DATE; PENALTIES, INTEREST. 
Subdivision 1. Except as provided i_n subdivision 1, on May 16, of each 

year, with respect to property actually occupied and used as a homestead by the 
owner of the property, a penalty of three percent shall accrue and thereafter be 
charged upon all unpaid taxes on real estate on the current lists in the hands of 
the county treasurer, and a penalty of seven percent on nonhomestead property, 
except that this penalty shall not accrue until June 1 of each year on commercial 
use real property used for seasonal residential recreational purposes and classified 
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as class lc; 2-e; or 6a, and on other commercial use real property classified as 
class 3a, provided that over 60 percent of the gross income earned by the 
enterprise on the class 3a property is earned during the months of May, June, 
July, and August. Any property owner of such class 3a property who pays the 
first half of the tax due on the property after May 15. and before June 1 shall 

attach an affidavit to his payment attesting to compliance with the income 
provision of this subdivision. Thereafter, for both homestead and nonhomes- 
tead property, on the 16th day of each month, up to and including October 16 
following, an additional penalty of one percent for each month shall accrue and 
be charged on all such unpaid taxes. When the taxes against any tract or lot 
exceed $50, one-half thereof may be paid prior to May 16; and, if so paid, no 
penalty shall attach; the remaining one-half shall be paid at any time prior to 
October 16 following, without penalty; but, if not so paid, then a penalty of four 
percent shall accrue thereon for homestead property and a penalty of four 
percent on nonhomestead property. Thereafter, for homestead property, on the 
16th day of each month up to and including December 16 following, an addi- 
tional penalty of two percent for each month shall accrue and be charged on all 
such unpaid taxes. Thereafter, for nonhomestead property, on the 16th day of 
each month up to and including December 16 following, an additional penalty 
of four percent for each month shall accrue and be charged on all such unpaid 
taxes. If one-half of such taxes shall not be paid prior to May 16, the same may 
be paid at any time prior to October 16, with accrued penalties to the date of 
payment added, and thereupon no penalty shall attach to the remaining one-half 
until October 16 following; provided, also, that the same may be paid in install- 
ments as follows: One-fourth prior to March 16; one-fourth prior to May 16; 
one-fourth prior to August 16; and the remaining one-fourth prior to October 
16, subject to the aforesaid penalties. Where the ‘taxes delinquent after October 
16 against any tract or parcel exceed $100, upon resolution of the county board, 
they may be paid in installments of not less than 25 percent thereof, together 
with all accrued penalties and costs, up to the next tax judgment sale, and after 
such payment, penalties, interest, and costs shall accrue only on the sum remain- 
ing unpaid. Any county treasurer who shall make out and deliver or countersign 
any receipt for any such taxes without including all of the foregoing penalties 
therein, shall be liable to the county for the amount of such penalties. 

Subd. 2. In the case of any tax on 3_c§, glg, _anc_l Q9 homestead property 
paid within 30 days after the due date specified in this section g fitgr E 
30-day extension g specified i_n subdivision 3, the county board may, with the 
concurrence of the county treasurer, delegate to the county treasurer the power 
to abate the penalty provided for late payment. Notwithstanding section 270.07, 
if any county board so elects, the county treasurer may abate the penalty if in his 
judgment the imposition of the penalty would be unjust and unreasonable. 

Subd. ; I_n_ E gig _Q_f_‘ class 3_cc agricultural homestead, class §_b_ agricultur- 
_a_l homestead property, a_n_d class Q agricultural nonhomestead property, pg 3% 
alties §llal_l attach t_o th_e second one-half propem tag payment Q provided in 
tlgs section i_f_‘ peg by November 1; Thereafter Q class §_c£ agricultural 
homestead a_n_d class 3_b homestead property, on November _1§ following, a 
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penalty pf Q percent shall accrue a_n£l Q charged pr_1 gll such unpaid taxes gpgl 
9_r_1_ December lg following, Q additional tip percent shall Q charged pp all 
such unpaid taxes. Thereafter f_c_>g class §_ agricultural nonhomestead property, 
o_n November l_6 following, _a_ penalty pf eight percent shall accrue grid 3 
charged pp gfl §1;c_l3 unpaid taxes mi pp December l_6_ following, a_n additional 
_f_o_1i1_‘ percent ghgll pp charged gr; _a_ll _sl.1_c_h unpaid taxes. 

lf_‘_tl1_<; owner o_f class gg agricultural homestead, class 394 p_r glgsp §_ agricul- 
tural property receives g consolidated property tepg statement mg shows gn_ly gr_1 
aggregate pf t_l_1_<; taxes _a_1ld special assessments gu_e_ pp E property gp_c_l 93 gt_h_<;r_ 
property pg classified gg class ;c_q agricultural homestead, class 1;, o_r 9% _il 
agricultural property, t_l1e_ aggregate gig Qt} special assessments shown _cl_L1t:_ pp 
th_e goperty by _tl_1p consolidated statement will Q E pp November g provid- 
gag mat a_t l_ea_st 5_0 percent pf tlip property’s market value _i§ classified class figp 
agricultural, class &, 9_r class Q agricultural. 

Sec. 35. Minnesota Statutes 1985 Supplement, section 279.06, is amended 
to read: 

279.06 COPY OF LIST AND NOTICE. 
Within five days after the filing of such list, the clerk shall return a copy 

thereof to the county auditor, with a notice prepared and signed by him, and 
attached thereto, which may be substantially in the following form: 
State of Minnesota ) 

) ss. 
County of ............. .. ) 

District Court 
....... Judical District. 

The state of Minnesota, to all persons, companies, or corporations who have 
or claim any estate, right, title, or interest in, claim to, or lien upon, any_of the 
several parcels of land described in the list hereto attached: 

The list of taxes and penalties on real property for the county of 
............................. .. remaining delinquent on the first Monday in January, 19....., 
has been filed in the oflice of the clerk of the district court of said county, of 
which that hereto attached is a copy. Therefore, you, and each of you, are 
hereby required to file in the oflice of said clerk, on or before the 20th day after 
the publication of this notice and list, your answer, in writing, setting forth any 
objection or defense you may have to the taxes, or any part thereof, upon any 
parcel of land described in the list, in, to, or on which you have or claim any 
estate, right, title, interest, claim, or lien, and, in default thereof, judgment will 
be entered against such parcel of land for the taxes on such list appearing against 
it, and for all penalties, interest, and costs. Based upon said judgment, the land 
shall be sold to the state of Minnesota on the second Monday in May, 19... The 
period of redemption for all lands sold to the state at a tax judgment sale shall 
be three years from the date of sale to the state of Minnesota if the land is 
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within an incorporated area unless it is: (a) nonagricultural homesteaded land as 
defined in section 273.13, subdivision 22; (b) homesteaded agricultural land as 
defined in section 273.13, subdivision 23, paragraph (a); or (c) seasonal recrea- 
tional land as defined in section 273.13, subdivision 22, paragraph (c) or subdi- 
vision 27, paragraph (a), in which event the period of redemption is five years 
from the date of sale to the state of Minnesota. 

The period of redemption for all other lands sold to the state_at a tax 
judgment sale‘ shall be five years from the date of sale. 

Inquiries as to the proceedings set forth above can be made to the county 
auditor of .....'county whose address is . 

(Signed) ............................. .., 

Clerk of the District Court of the County 
of .................................... .. 
(Here insert list.) 

The list referred to in the notice shall be substantially in the following form: 

List of real property for the county of ..................... .., on which taxes remain 
delinquent on the first Monday in January, 19...: 

Town of (Fairfield), 
Township (40), Range (20), 

Names (and 
Current Filed 
Addresses) for 
the Taxpayers 
and Fee Owners 
and in Addition 
Those Parties 
Who Have Filed 
Their Addresses Tax Total Tax 
Pursuant to Subdivision of Parcel and penalty 
section 276.041 Section Section Number $ cts_ 

John Jones S.E. 1/4 of S.W. -1/4 10 23101 2.20. 

(825 Fremont 
Fairfield, MN 
55000)

‘ 

Bruce Smith That part of N.E. 1/4 
(2059 Hand of S.W. l/4 desc. as 
Fairfield, follows: Beg. at the 
MN 55000) S.E. corner of said 
and N.E. 1/4 of S.W. 1/4; 
Fairfield thence N. along the E. 

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



1173 

State Bank 
(100 Main 
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line of said N.E. 1/4 
of S.W. 1/4 a distance 
of 600 ft.; thence W. 
parallel with the S. 
line of said N.E. 1/4 
of S.W. 1/4 a distance 
of 600 ft.; thence S. 
parallel with said E. 
line a distance of 600 
ft. to S. line of said 
N.E. 1/4 of S.W. 1/4; 
thence E. along said S. 
line a distance of 600 
ft. to the point of 
beg. ........... .. 21 33211 3.15 

As to platted property, the form of heading shall conform to circumstances 
and be substantially in the following form: 

Names (and 
Current Filed 
Addresses) for 
the Taxpayers

' 

and Fee Owners 
and in Addition 
Those Parties 
Who have Filed 
Their Addresses 
Pursuant to 
section 276.041 

John Jones 
(825 Fremont 
Fairfield, MN 55000) 
Bruce Smith 
(2059 Hand 
Fairfield, MN 55000) 
and 
Fairfield 
State Bank 
(100 Main Street 

City of (Smithtown) 

Brown’s Addition, or Subdivision 

Tax 
Parcel Total Tax 

Lot Block Number and Penalty 
$ cts 

1 5 9 5 8243 2. 20 

1 6 9 5 8244 3. 1 5 
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Fairfield, MN 5 5000) 
The names, descriptions, and figures employed in parentheses in the above 

forms are merely for purposes of illustration. 

The name of the town, township, range or city, and addition or subdivision, 
as the case may be, shall be _repeated at the head of each column of the printed 
lists as brought forward from the preceding column. 

Errors in the list shall not be deemed to be a material defect to affect the 
validity of the judgment and sale. 

Sec. 36. Minnesota Statutes 1985 Supplement, section 287.12, is amended 
to read: 

287.12 TAXES, HOW APPORTIONED. 
All taxes paid to the county treasurer an or after J-H-1-y -1-, -1-985; under the 

provisions of sections 287.01 to 287.12 shall be credited to the county revenue 
fund. 

On or before the tenth day of each month the county treasurer shall deter- 
mine the receipts from the mortgage registration tax during the preceding month. 
The treasurer shall report to the county welfare agency on or before the tenth 
day of each month 95 percent of the receipts attributable to the statutory rate in 
section 287.05. That amount, in addition to 97 percent of the amount deter- 
mined under section 287.29, must be shown as a deduction from the report filed 
with the department of human services as required by section 256.82. ”_l11_e n_e’t 

recei;)’t_s from the preceding month must _t§ credited t_o Llye county welfare flung 
1211 L119 £12! E".e@_Ch ____m0nth- 

Sec. 37. Minnesota Statutes 1985 Supplement, section 287.29, subdivision . 

1, is amended to read: 

Subdivision 1. On or before the tenth day of August -1-985; and each 
month thereafter, the county treasurer shall determine and report to the county 
welfare agency the receipts attributable to the tax imposed during the preceding 
month. The report must accompany the report required in section 287.12. The 
receipts shall be deposited in the county treasury and credited to the county 
revenue fund. 13 n_et receipts from the preceding month must Q credited to 
tlg county welfare Qrg by ’th_e t_e_rgh Qy Q“ month.‘ 

Sec. 38. Minnesota Statutes 1985 Supplement, section 290A.O3, subdivi- 
sion 6, is amended to read: 

Subd. 6. HOMESTEAD. “Homestead” means the dwelling occupied by a 
claimant as his principal residence and so much of the land surrounding it, not 
exceeding ten acres, as is reasonably necessary for use‘of the dwelling as a home 

Changes or additions are indicated by underline, deletions by st-ri-leeout.



1175 LAWS of MINNESOTA for 1986 Ch. 1, Art. 4 
FIRST SPECIAL SESSION 

and any other property used for purposes of a homestead as defined in section 
273.13, subdivision 22, except for agricultural land assessed as part of a home- 
stead pursuant to section 273.13, subdivision 23, “homestead” is limited to 320 
acres or, where the farm homestead is rented, one acre. The homestead may be 
owned or rented and may be a part of a multidwelling or multipurpose building 
and the land on which it is built. A manufactured home, as defined in section 
l—6&-Gl—1- 274.19, subdivision 8, assessed as personal property may be a dwelling 
for purposes of this subdivision. 

Sec. 39. Minnesota Statutes 1985 Supplement, section 290A.O3, subdivi- 
sion 13, is amended to read: 

Subd. 13. PROPERTY TAXES PAYABLE. “Property taxes payable” means 
the property tax exclusive of special assessments, penalties, and interest payable 
on a claimant’s homestead before reductions made pursuant to section 273.13, 
subdivisions 22 and 23, but after deductions made pursuant to sections 124.2137, 
273.115, 273.116, 273.135, 273.1391, 273.42, subdivision 2, and any other state 
paid property tax credits in any calendar year. In the case of a claimant who 
makes ground lease payments, “property taxes payable” includes the amount of 
the payments directly attributable to the property taxes assessed against the 
parcel on which the house is located. No apportionment or reduction of the 
“property taxes payable” shall be required for the use of a portion of the claim- 
ant’s homestead for a business purpose if the claimant does not deduct any 
business depreciation expenses for the use of a portion of the homestead in the 
determination of federal adjusted gross income. For homesteads which are 
manufactured homes as defined in section -l68:€H—l 274.19, subdivision 8, “prop- 
erty taxes payable” shall also include the amount of the gross rent paid in the 
preceding year for the site on which the homestead is located, which is attributa- 
ble to the net tax paid on the site. The amount attributable to property taxes 
shall be determined by multiplying the net tax on the parcel by a fraction, the 
numerator of which is the gross rent paid for the calendar year for the site and 
the denominator of which is the gross rent paid for the calendar year for the 
parcel. When a homestead is owned by two or more persons as joint tenants or 
tenants in common, such tenants shall determine between them which tenant 
may claim the property taxes payable on the homestead. If they are unable to 
agree, the matter shall be referred to the commissioner of revenue and his 
decision shall be final. Property taxes are considered payable in the year pre- 
scribed by law for payment of the taxes. 

In the case of a claim relating to “property taxes payable,” the claimant 
must have owned and occupied the homestead on January 2 of the year in which 
the tax is payable and (i) the property must have been classified as homestead 
property pursuant to section 273.13, subdivision 22 or 23 on or before June 1 of 
the year in which the “property taxes payable” were levied; or (ii) the claimant 
must provide documentation from the local assessor that application for home- 
stead classification has been made prior to October 1 of .the year in which the 
“property taxes payable” were payable and that the assessor has approved the 
application. ' 
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Sec. 40. Minnesota Statutes 1984, section 296.16, subdivision 1, is amended 
to read: 

Subdivision 1. INTENT. All gasoline received in this state and all gasoline 
produced in or brought into this state except aviation gasoline and marine 
gasoline shall be determined to be intended for use in motor Vehicles in this 
state. Approximately three—fourths of one percent of all gasoline received in this 
state and three-fourths of one percent of all gasoline produced or brought into 
this state, except gasoline used for aviation purposes, is being used as fuel for 
the operation of motor boats on the waters of this state and of the total revenue 
derived from the imposition of the gasoline fuel tax for uses other than in meter 
beats Q aviation pugposes, three-fourths of one percent of such revenues is the 
amount of tax on fuel used in motor boats operated on the waters of this state. 
Approximately three-fourths of one percent of all gasoline received in and produced 
or brought into this state, except gasoline used for aviation purposes, is being 
used as fuel for the operation of snowmobiles in this state, and of the total 
revenue derived from the imposition of the gasoline fuel tax for uses other than 
in snewmeb-iles §o_r aviation purpose , three-fourths of one percent of such 
revenues is the amount of tax on fuel used in snowmobiles operated in this state. 

Sec. 41. Minnesota Statutes 1984, section 296.17, subdivision 6, is amended 
to read: 

Subd. 6. RECIPROCAL AGREEMENTS. The commissioner is hereby 
empewereé te o_f public safety Q fig commissioner pf revenue 3}; enter into 
reciprocal agreements with the appropriate officials of any other state under 
which he either commissioner may waive all or any part of the requirements 
imposed by this section upon those who use in Minnesota gasoline or other 
motor vehicle fuel upon which the tax has been paid to such other state, provid- 
ed that the officials of such other state grant equivalent privileges with respect to 
gasoline or other motor vehicle fuel used in such other state but upon which the 
tax has been paid to Minnesota. ' 

The commissioner is also hereby em-pewered te pf public safety 9; mp 
- commissioner pf revenue may enter into reciprocal agreements with the appro- 
priate officials of other states, exempting vehicles licensed in such other states 
from the license and use tax provisions contained in this section, which other- 
wise would apply to vehicles licensed by such other state, provided that such 
other state grant equivalent privileges with respect to vehicles licensed by Min- 
nesota. 

Sec. 42. Minnesota Statutes 1984, section 296.17, is amended by adding a 
subdivision to read: 

Subd. E MINNESOTA BASED INTERSTATE CARRIERS. Notwith- 
standipg tpg exemption contained i_n subdivision 2, a_s t_l_1_e commissioner gfi 
public safety enters i_nQ interstate fpql E compacts which require gig state 
licensing a_nd filing gpg which eliminate filing Q gig nonresident compact states, 
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L135 Minnesota based motor vehicles registered pursuant 19 section 168.187 w_il_l 
be required 19 license under th_e {pg E compact Q Minnesota. 

T_h<_3 commissioner pf public safety yv_i_l_l have a_ll t_h_e powers granted t_o@ commissioner 9f revenue under t_h_i§ section, including t_h_e authority t_o collect 
a_r1d_ _i_s§pe_ licenses, t_o collect tl1_e t_2g gpe, gig §_s_u_e fly refunds. A_lI license fig rad pg tlgp commissioner o_f public safety pursuant pg subdivision l_O wi_l_1 pg 
deposited E t_h<_s general fund. 

Sec. 43. Minnesota Statutes 1984, section 298.24, subdivision 1, is amended 
to read: 

Subdivision 1. (a) There is hereby imposed upon taconite and.iron sul- 
phides, and upon the mining and quarrying thereof, and upon the production of 
iron ore concentrate therefrom, and upon the concentrate so produced, a tax of 
$1.25 cents per gross ton of merchantable iron ore concentrate produced there- 
from. The tax on concentrates produced in 1978 and subsequent years prior to 
1985 shall be equal to $1.25 multiplied by the steel mill products index during 
the production year, divided by the steel mill products index in 1977. The 
index stated in code number 1013, or any subsequent equivalent, as published 
by the United States Department of Labor, Bureau of Labor Statistics Wholesale 
Prices and Price Indexes for the month of January of the year in which the 
concentrate is produced shall be the index used in calculating the tax imposed 
herein. In no event shall the tax be less than $1.25 per gross ton of merchant- 
able iron ore concentrate. The tax on concentrates produced in 1985 and 1986 
shall be at the rate determined for 1984 production. For concentrates produced 
in 1987 and subsequent years, the tax shall be equal to the preceding year’s tax 
plus an amount equal to the preceding year’s tax multiplied by the percentage 
increase in the implicit price deflator from the fourth quarter of the second 
preceding year to the fourth quarter of the preceding year. “Implicit price 
deflator” means the implicit price deflator _f_o_r ’ch_e gg>_s_s_ national product pre- 
pared by the bureau of economic analysis of the United States department of 
commerce. 

(b) On concentrates produced in 1984, an additional tax is imposed equal to 
eight-tenths of one percent of the total tax imposed by clause (a) per gross ton 
for each one percent that the iron content of such product exceeds 62 percent, when dried at 212 degrees Fahrenheit. 

(c) The tax imposed by this subdivision on concentrates produced in 1984 
shall be computed on the production for the current year. The tax on concen- 
trates produced in 1985 shall be computed on the average of the production for 
the current year and the previous year. The tax on concentrates produced in 
1986 and thereafter shall be the average of the production for the current year and the previous two years. The rate of the tax imposed will be the current 
year’s tax rate. This clause shall not apply in the case of the closing of a taconite 
facility if the property taxes on the facility would be higher if this clause and 
section 298.25 were not applicable. 
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((1) If the tax or any part of the tax imposed by this subdivision is held to be 
unconstitutional, a tax of $1.25 per gross ton of merchantable iron ore concen- 
trate produced shall be imposed. 

Sec. 44. Minnesota Statutes 1985 Supplement, section 298.28, subdivision 
1, is amended-to read: 

Subdivision 1. DISTRIBUTION. The proceeds of the taxes collected under 
section 298.24, except the tax collected under section 298.24, subdivision 2, 

shall, upon certification of the commissioner of revenue, be allocated as follows: 

(1) 2.5 cents per gross ton of merchantable iron ore concentrate, hereinafter 
referred to as “taxable ton,” to the city or town in the county in which the lands 
from which taconite was mined or quarried were located or withinwhich the 
concentrate was produced, If the mining, quarrying, and concentration, or 
different steps in either thereof are carried on in more than one taxing district, 
the commissioner shall apportion equitably the proceeds of the part of the tax 
going to cities and towns among such subdivisions upon the basis of attributing 
40 percent of the proceeds of the tax to the operation of mining or quarrying the 
taconite, and the remainder to ‘the concentrating plant and to the processes of 
concentration, and with respect to each thereof giving due consideration to the 
relative extent of such operations performed in each such taxing district. His 
order making such apportionment shall be subject to review by the tax court at 
the instance of any of the interested taxing districts, in the same manner as other 
orders of the commissioner. 

(2) (a) 12.5 cents per taxable ton, less any amount distributed under clause 
(7), paragraph (a), and paragraph (b) of this clause, to be distributed as provided 
in section 298.282. 

(b) An amount annually certified by the county auditor of a county contain- 
ing a taconite tax relief area within which there is an organized township if, as of 
January 2, 1982, more than 75 percent of the assessed valuation of the township 
consists of iron ore. The amount will be the portion of a township’s certified 
levy equal to the proportion of (1) the difference between 50 percent of the 
township’s January 2, 1982, assessed value and its current assessed value to (2) 
the sum of its current assessed value plus the difference determined in (1). The 
county auditor shall extend the township’s levy against the sum of the town- 
ship’s current assessed value plus the difference between 50 percent of its Janu- 
ary 2, 1982, assessed value and its current assessed value. If the current assessed 
value of the township exceeds 50 percent of the township’s January 2, 1982, 
assessed value, this clause shall not apply.

' 

(3) 29 cents per taxable ton plus the increase provided in paragraph (c) to 
qualifying school districts to be distributed, based upon the certification of the 
commissioner of revenue, as follows: 

(a) Six cents per taxable ton to the school districts in which the lands from 
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which taconite was mined or quarried were located or within which the concen- 
trate was produced. The distribution must be based on the apportionment 
formula prescribed in clause (1). 

(b) 23 cents per taxable ton, less any amount distributed under part (cl), 
shall be distributed to a group of school districts comprised of those school 
districts wherein the taconite was mined or quarried or the concentrate produced 
or in which there is a qualifying municipality as defined by section 273.134 in 
direct proportion to school district tax levies as follows: each district shall 
receive that portion of the total distribution which its certified levy for the prior 
year, computed pursuant to sections 124A.O3, 124A.O6, subdivision 3a, 124A.08, 
subdivision 3a, 124A.lO, subdivision 3a, 124A.12, subdivision 3a, l24A.l4, 
subdivision 5a, and 275.125, comprises of the sum of certified levies for the 
prior year for all qualifying districts, computed pursuant to sections 124A.O3, 
124A.O6, subdivision 3a, 124A.O8, subdivision 3a, l24A.lO, subdivision 3a, 
124A.l2, subdivision 3a, l24A.l4, subdivision 5a. and 275.125. For purposes 
of distributions pursuant to this part, certified levies for the prior year computed 
pursuant to sections 124A.O3, 124A.O6, subdivision 3a, 124A.08, subdivision 3a, 
l24A.l0, subdivision 3a, 124A.12, subdivision 3a, l24A.l4, subdivision 5a, and 
275.125 shall not include the amount of any increased levy authorized by refer- endum pursuant to section 124A.O3, subdivision 2. 

(c) On July 15, in years prior to 1988, an amount equal to the increase 
derived by increasing the amount determined by clause (3)(b) in the same.pro- 
portion as the increase in the steel mill products index over the base year of 
1977 as provided in section 298.24, subdivision 1, clause (a), shall be distributed 
to any school district described in clause (3)(b) where a levy increase pursuant to 
section 124A.O3, subdivision 2, is authorized by referendum, according to the 
following formula. On July 15, 1988 and subsequent years, the increase over the 
amount established for the prior year shall be determined according to the 
increase in the implicit price deflator as provided in section 298.24, subdivision 
1, paragraph (a). Each district shall receive the product of: 

(i) $150 times the pupil units identified in section 124.17, subdivision 1, 
elauses 61-) and 62-); enrolled in the second previous year or the 1983-1984 school 
year, whichever is greater, less the product of 1-3/4 mills times the district’s 
taxable valuation in the second previous year; times 

(ii) the lesser of: 

(A) one, or 

(B) the ratio of the amount certified pursuant to section 124A.O3, subdivi- 
sion 2, in the previous year, to the product of 1-3/4 mills times the district’s 
taxable valuation in the second previous year. 

If the total amount provided by clause (3)(c) is insufficient to make the 
payments herein required then the entitlement of $150 per pupil unit shall be 

Changes or additions are indicated by underline, deletions by str-ileeeut.



Ch. 1, Art. 4 LAWS of MINNESOTA for 1986 1180 
FIRST SPECIAL SESSION 

reduced uniformly so as not to exceed the funds available. Any amounts received 
. by a qualifying school district in any fiscal year pursuant to clause (3)(c) shall 
not be applied to reduce foundation aids which the district is entitled to receive 
pursuant to section 124A.02 or the permissible levies of the district. Any 
amount remaining after the payments provided in this paragraph shall be paid 
to the commissioner of iron range resources and rehabilitation who shall deposit 
the same in the taconite environmental protection fund and the northeast Min- 
nesota economic protection trust fund as provided in clause (9). 

((1) There shall be distributed to any school district the amount which the 
school district was entitled to receive under section 298.32 in 1975. 

(4) 19.5 cents per taxable ton to counties to be distributed, based upon 
certification by the commissioner of revenue, as follows: 

(a) 15.5 cents per taxable ton shall be distributed to the county in which the 
taconite is mined or quarried or in which the concentrate is produced, less any 

. amount which is to be distributed pursuant to part (b). The apportionment 
formula prescribed in clause (1) is the basis for the distribution. 

(b) If an electric power plant owned by and providing the primary source of 
power for a taxpayer mining and concentrating taconite is located in a county 
other than the county in which the mining and the concentrating processes are 
conducted, one cent per taxable ton of the tax distributed to the counties pursu- 
ant to part (a) and imposed on and collected from such taxpayer shall be paid to 
the county in which the power plant is located. 

(c) Four cents per taxable ton shall be paid to the county from which the 
taconite was mined, quarried or concentrated to be deposited in the county road 
and bridge fund. If the mining, quarrying and concentrating, or separate steps 
in any of those processes are carried on in more than one county, the commis- 
sioner shall follow the apportionment formula prescribed in clause (1). 

(5) (a) 17.75 cents per taxable ton, less any amount required to be distrib- 
uted under part (b), to St. Louis county acting as the counties’ fiscal agent, to be 
distributed as provided in sections 273.134 to 273.136. 

(b) If an electric power plant owned by and providing the primary source of 
power for a taxpayer mining and concentrating taconite is located in a county 
other than the county in which the mining and the concentrating processes are 
conducted, .75 cent per taxable ton of the tax imposed and collected from such 
taxpayer shall be paid to the county and school district in which the power plant 
is located as follows: 25 percent to the county and 75 percent to the school 
district. 

(6) Three cents per taxable ton shall be paid to the iron range resources and 
rehabilitation board for the purposes of section 298.22. The amount determined 
in this clause shall be increased in 1981 and subsequent years prior to 1988 in 
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the same proportion as the increase in the steel mill products index as provided 
in section 298.24, subdivision 1 and shall be increased in 1988 and subsequent 
years according to the increase in the implicit price deflator as provided in 
section 298.24, subdivision 1. The amount distributed pursuant to this clause 
shall be expended within or for the benefit of a tax relief area defined in section 
273.134. No part of the fund provided in this clause may be used to provide 
loans for the operation of private business unless the loan is approved by the 
governor and the legislative advisory commission. 

(7) (a) .20 cent per taxable ton shall be paid to the range association of 
municipalities and schools, for the purpose of providing an areawide approach 
to problems which demand coordinated and cooperative actions and which are 
common to those areas of northeast Minnesota affected by operations involved 
in mining iron ore and taconite and producing concentrate therefrom, and for 
the purpose of promoting the general welfare and economic development of the 
cities, towns and school districts within the iron range area of northeast Minne- 
sota. c 

(b) 1.5 cents per taxable ton shall be paid to the northeast Minnesota 
economic protection trust fund. 

(8) the amounts determined under clauses (4)(a), (4)(c), (5), and (7)(b) shall 
be increased in 1979 and subsequent years prior to 1988 in the same proportion 
as the increase in the steel mill products index as provided in section 298.24, 
subdivision 1. Those amounts shall be increased in 1988 and subsequent years 
in the same proportion as the increase in the implicit price deflator as provided 
in section 298.24, subdivision 1. 

(9) the proceeds of the tax imposed by section 298.24 which remain after 
the distributions and payments in clauses (1) to (8), as certified by the commis- 
sioner of revenue, and parts (a) and (b) of this clause have been made, together 
with interest earned on all money distributed under this subdivision prior to 
distribution, shall be divided between the taconite environmental protection 
fund created in section 298.223 and the northeast Minnesota economic protec- 
tion trust fund created in section 298.292 as follows: Two-thirds to the taconite 
environmental protection fund and one-third to the northeast Minnesota eco- 
nomic protection trust fund. The proceeds shall be placed in the respective 
special accounts. 

(a) There shall be distributed to each city, town, school district, and county 
the amount that they received under section 294.26 in calendar year 1977; 
provided, however, that the amount distributed in 1981 to the unorganized 
territory number 2 of Lake county and the town of Beaver Bay based on the 
between-terminal trackage of Erie Mining Company will be distributed in 1982 
and subsequent years to the unorganized territory number 2 of Lake county and 
the towns of Beaver Bay and Stony River based on the miles of track of Erie 
Mining Company in each taxing district. 
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(b) There shall be distributed to the iron range resources and rehabilitation 
board the amounts it received in 1977 under section 298.22. TE amount 
distributed under this subclause (Q) shall be expended within o_r £9; LIE benefit 
of LIE tflg relief area defined Q section 273.134. 

On or before October 10 of each calendar year each producer of taconite or 
iron sulphides subject to taxation under section 298.24 (hereinafter called ”tax- 
payer”) shall file with the commissioner of revenue an estimate of the amount of 
tax which would be payable by such taxpayer under said law for such calendar 
year; provided such estimate shall be in an amount not less than the amount due 
on the mining and production of concentrates up to September 30 of said year 
plus the amount becoming due because of probable production between Septem- 
ber 30 and December 31 of said year, less any credit allowable as hereinafter 
provided. The commissioner of revenue shall annually on or before October 10 
report an estimated distribution amount to each taxing district and the oflicers 
with whom such report is so filed shall use the amount so indicated as being 
distributable to each taxing district in computing the permissible tax levy of 
such county or city in the year in which such estimate is made, and payable in 
the next ensuing calendar year, except that one cent per taxable ton of the 
amount distributed under clause (4)(c) shall not be deducted in calculating the 
permissible levy. In any calendar year in which a general property tax levy 
subject to sections 275.50 to 247-569 275.58 has been made, if the taxes distribut- 
able to any such county or city are greater than the amount estimated by the 
commissioner to be paid to any such county or city in such year, the excess of 
such distribution shall be held in a special fund by the county or city and shall 
not be expended until the succeeding calendar year, and shall be included in 
computing the permissible levies under sections 275.50 to 2—7—5é9 275.58, of 
such county or city payable in such year. If the amounts distributable to any 
such county or city after final determination by the commissioner of revenue 
under this section are less than the amounts by which a taxing district’s levies 
were reduced pursuant to this section, such county or city may issue certificates 
of indebtedness in the amount of the shortage, and may include in its next tax 
levy, in excess of the limitations of sections 275.50 to 2-7-5-59 275.58 an amount 
sufficient to pay such certificates of indebtedness and interest thereon, or, if no 
certificates were issued, an amount equal to such shortage. 

Sec. 45. REPORT ON SALES RATIO STUDY. 
The department 0_f revenue shall study alternative means 9;" calculating the 

assessment/sales ratio @ communities m which few sales occur and report i_t_s 

findings and recommendations t_o fie legislature by J anuag l_§_, 1987. 

Sec. 46. Laws 1985, chapter 289, section 5, subdivision 2, is amended to 
read: 

Subd. 2. REVERSE REFERENDUM. If the Clearwater county board pro- 
poses to increase the levy of the county pursuant to subdivision 1, it shall pass a 
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resolution stating that fact. Thereafter, the resolution shall be published for two 
successive weeks in the official newspaper of the county or if there is no official 
newspaper, in a newspaper of general circulation in the county, together with a 
notice fixing a date for a public hearing on the matter. The hearing shall be held 
not less than two Weeks nor more than four weeks after the first publication of 
the resolution. Following the public hearing, the county may determine to take 
no further action or, in the alternative, adopt a resolution confirming its inten- 
tion to exercise the authority. That resolution shall also be published in the 
olficial newspaper of the county or if there is no oflicial newspaper, in a newspa- 
per of general circulation in the county. If within 30 days thereafter a petition 
signed by voters equal in number to five percent of the votes cast in the county 
in the last general election requesting a referendum on the proposed resolution is 
filed with the county auditor the resolution shall not be effective until it has been 
submitted to the voters at a general or special election and a majority of votes 
cast on the question of approving the resolution are in the aifirmative. The 
commissioner of revenue shall prepare a suggested form of question to be pre- 
sented at the referendum. The referendum must be held. at a special or general 
election prior to October 1; -1-98-5 _Q_f me ypar when 2_1 tag is initially proposed tp Q levied pursuant tg t_h_i§ section. 

See. 47. Laws 1985, chapter 289, section 7, is amended to read: 
Sec. 7. LOCAL APPROVAL. 
Sections 1, 2, 3, and 4 are effective the day after compliance with Minnesota 

Statutes, section 645.021, subdivision 3, by the Hubbard county board. Section 
5 is effective the day after compliance with Minnesota Statutes, section 645.021, 
subdivision 3, by the Clearwater county board for taxes levied in 4-985; 1986; 
-1-98-7-, and +988 app subseguent y_e_ar_s. Section 6 is effective the day after 
compliance with Minnesota Statutes, section 645.021, subdivision 3, by the Cass 
county board. 

Sec. 48. REPEALER. 
Minnesota Statutes 1984, section 69.031, subdivision 5 jg repealed. 
Sec. 49. Laws 1985, First Special Session chapter 14, article 11, section 13, 

is amended to read: 
Sec. 13. REPEALER. 
Minnesota Statutes 1984, sections 2847-.—2—7—, 287.29, subdivision 3, and 287.32 

are repealed. 

Sec. 50. EFFECT OF PRIOR ACTION. 
Notwithstanding Minnesota Statutes, section 645.36, the repeal pf Minneso- 

t_a Statutes, section 287.27 lg Laws 1985, First Special Session chapter l_4_, 
article 1_1_, section _l_3p i§ o_f pg effect, app section 287.27, remains ip effect without interruption. Il_1_e amendment Q section 287.27 by Laws 1985, First 
Special Session chapter 5 article l_l_, section 8, takes effect J_uly _1_, 1985. 
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Sec. 51. INSTRUCTION TO THE REVISOR. 
I_n fig next edition o_f Minnesota Statutg, gig revisor shall chang classE 

t_o class 1_b, class gt; to class _2_a, class Q t_o class 25;, and Class gg t_o class g, 
wherever they appear i_r_1 sections 278.03, 278.05, subdivision 5, ag 279.01. 

Sec. 52. EFFECTIVE DATES.‘ 
Sections I t_o _6_ _a_n_d g4_8 ag effective fo_r police and _fi_re_ agis payable i_n_ l2§§ 

all subseguent years. Sections 1, 2, Q to _ll, l_9 ‘Q gg, Q5, 12; E _3_9_ are 
effective Q property taxes levied in 1986 a_n;l subsequent years, payable Q 1987 
and subsequent years. Section _l_§ i_s_ effective Ely _1__5_, 1986. Section Q2 i_s 

effective March L54 1986. Sections 8, 11 gg jig gil 35 effective for ’t_ax_es p_aid in 
1986 gig subsequent years. Sections §§_, 3_7, j4_I_, and Q _ar_e effective J_uly 1, 
1986. Sections fl_Q, 13;, £1, fl, Q51 §l_7_ are effective the day following _fy_1_a_l 

enactment. Sections :12 §I_1c_l QQ _ar_e effective lu_ly 1, 1985. 

ARTICLE 5 

BUDGET RESERVE ACCOUNT AND CASH FLOW 
Section 1. Minnesota Statutes 1985 Supplement, section 16A.l5, subdivi- 

sion 1, is amended to read: 

Subdivision 1. REDUCTION. (a) If the commissioner determines that 
probable receipts for the general fund will be less than anticipated, and that the 
amount available for the remainder of the biennium will be less than needed, 
the commissioner shall, with the approval of the governor, and after consulting 
the legislative advisory commission, transfer fre-re reduce gig amount i_n_ the 

budget and cash flow reserve account established in subdivision 6 to the general 
fund the meney a_s needed to balance expenditures with revenue. An additional 
deficit shall, with the approval of the governor, and after consulting the legisla- 
tive advisory commission, be made up by reducing allotments. 

(b) If the commissioner determines that probable receipts for any other 
fund, appropriation, or item will be less than anticipated, and that the amount 
available for the remainder of the term of the appropriation or for any allotment 
period will be less than needed, the commissioner shall notify the agency con- 
cerned and then reduce the amount allotted or to be allotted so as to-prevent a 
deficit. 

(c) In reducing allotments, the commissioner may consider other sources of 
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revenue available to recipients of state appropriations and may apply allotment 
reductions based on all sources of revenue available. 

(d) In like manner, the commissioner shall reduce allotments to an agency 
by the amount of any saving that can be made over previous spending plans 
through a reduction in prices or other cause. 

Sec. 2. Minnesota Statutes 1985 Supplement, section l6A.l5, subdivision 
6, is amended to read: 

Subd. 6. BUDGET AND CASH FLOW RESERVE ACCOUNT. A budget 
and cash flow reserve account is created in the general fund in the state treasury. 
The commissioner of finance en J-uly -1-, +983; shall transfer -$2—59;999;9G9 te the - 

aeeeunt-: 5Pheeemmiesiene¥e££maneeen.:luly47+9847shalltransferanaédi- 
t—ienaHFrH—5;G99;(-)99tetheaeeeu-nt~. illheeena-missienei=en:¥u«l=y=-1-,-1—98§;sl+all 
&&nsieranaéd%bnal$4§;G99;999tethemee&m»§liHza§authorizedfi_omfi_mg 
jgt1'_rn_ebyl2_1v_v1 restrict p_2_1r_t gga_ll gf t_h_e budgetary balance _i_n t_h§_ general {yd 
fig; us_e_ a_s_ 1;h_e budget g_r51_ ga_s_h gm reserve account. The amounts transfer-red 
restricted shall remain in the account until eaepeneled drawn down under subdi- 
vision 1. Whenanameunthasbeeneaependeéundersubdivisien4;butthe 

blybeapesiti~=eundesignatedbalaneeinthegeneral£unéattheende£the 

tethebudgetandeaehflewreseweaeeeunttheameuntneededterestereflie 
balaneei-ntheaeeeuntte$~450;990;999: 

Sec. 3. Minnesota Statutes 1985 Supplement, section l6A.l54l, is amended 
to read: ' 

l6A.l541 ADDITIONAL REVENUES; PRIORITY. 
If g the basis _o_f a forecast of general fund revenues and expenditures 

i-nelieates the commissioner 9_f finance determines that there will be a-n'unel9lig&t- 
eel a positive unrestricted budgetary general fund balance at the close of the 
biennium, money 113-commissioner 91' finance must be alleeateel allocate money 
in the following order of priority: 

(l)alleeatean&memit;ifaay:neeese&Eyterestereehebudgetandeashflew 
1"-eser=veaeeeu-ntasprevidedbyseet-iea-+6A—l6—. 

(-2-) pay the refund of occupation taxes under Laws 1985, First Special 
Session chapter 14, article 18, section 7; 

(-3) Q) reduce property tax levy recognition percent under section 121.904, 
subdivision 4c; and 

(4) Q) increase the school aids payment current year percentage under 
section 121.904, subdivision 4d. 
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The amounts necessary t_o meet the requirements _o_f clauses (1), L2), and Q) 
age appropriated from the general fund. 

Sec. 4.‘ Minnesota Statutes 1985 Supplement, section 121.904, subdivision 
4c, is amended to read: 

Subd. 4c. PROPERTY TAX SHIFT REDUCTION. (a) H‘ the meet reeent 
fer-eeast er‘ general fiurrd rerenues and eaependi-tu-res prepared by the eerairrissien- 
ereffinaneeaeefDeeember+indie&tesaprejee%eéuneblig&tedgeaeral£und 
bal&neeatrheeleseefrhebiemriumineareessef$+9;999;999;Moneymade 
available under section 16A.l54l must lg used 9 reduce the levy recognition 
percent specified in subdivision 4a, clauses (b)(2) and (b)(3), shall be reelueed for 
taxes payable in the succeeding calendar year; aeeereling re the provisions ef t-lris 

(b) The levy recognition percent shall equal the result of the following 
computation: 24 E current le\_ry recognition percent, times the ratio of 

(1) the statewidetotal amount of levy recognized in June of the year in 
which the taxes are payable pursuant to subdivision 4a, clause (b), reduced by 
the amount of the prejeeted general fired be-lanee money made available under 
section l6A.l541, to 

(2) the statewide total amount of the levy recognized in June of the year in 
which the taxes are payable pursuant to subdivision 4a, clause (b). 

The result shall be rounded up to the nearest wholepercent. However, in no 
case shall the levy recognition percent be reduced below zero o_r increased above 
33 current leyy recognitiompercent. 

(c) The commissioner of finance must certify to the commissioner of educa- 
'tion the levy recognition percent computed under this subdivision by January 5 

of each year. The commissioner of education must notify school districts of a 
change in the levy recognition percent by January 15. 

(d) The commissioner of finance shall transfer from the general fund to the 
education aids appropriations specified by the commissioner of education, the 
amounts needed to finance the additional payments required because of the 
reduction pursuant to this subdivision of the levy recognition percent. Pay- 
ments to a school district of additional state aids resulting from a reduction in 
the levy recognition percent must be included in the cash metering of payments 
made according to section 124.195 after January 15, and must be paid in a 
manner consistent with the percent specified in that section. 

Sec. 5. Minnesota Statutes 1985 Supplement, section 124.155, subdivision 
2, is amended to read: 

Subd.2. 
speerfieéinLaws+9&hThirdSpeeialSessienehaprer2;&rtiele4;seetien3; 
s&bdi¥isien%.as&mendeébyLayse+982;ehapter§48;&rfiele4;see&en47&s 
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erder listed in fiseal year -1-983: The amount specified in subdivision 1 shall be 
used to adjust the following state aids and credits in the order listed: 

(a) foundation aid as autheié-zed defined in section 1—24—.—2-1%-, -1- 

l24A.Ol; 

(b) secondary vocational aid authorized in section 124.573; 

(c) special education aid authorized in section 124.32; 

((1) secondary vocational aid for handicapped children authorized in section 
124.574; 

(e) gifted and talented aid authorized in section 124.247; 

(1) aid for pupils of limited English proficiency authorized in section 124.273; 

(g) aid for chemical use programs authorized in section 124.246; 

(h) interdistrict cooperation gel authorized 1_l’_1 section 124.272; 

Q) summer program gig authorized Q section 124A.033; 
(_j_) transportation aid authorized in section 124.225; 

6-) g1_<) community education programs aid authorized in section 124.271; 
6-) (1) adult education aid authorized in section 124.26; 

(Q) early childhood family education a_i(_1_ authorized 3 section 124.271 1; 
(-16) §r_1) capital expenditure equalization aid authorized in section 124.245; 

(-1) (9) homestead credit authorized in section 273.13, subdivisions 22 and 
23; 

(g) state school agricultural gig credit gig authorized Q section 124.2137; 
(m) (g) Wetlands credit authorized in section 273.115; 

(-ii) (3) native prairie credit authorized in section 273.116; and 
(9) (g) attached machinery aid authorized in section 273.138, subdivision 3; and 

Q) teacher retirement and F.I.C.A. a_i_d authorized i_g sections 124.2162 and 124.2163. 

The commissioner of education shall schedule the timing of the reductions 

2;&rtie1e4;seetien3;subdi~4sien2gas&mendedbyLawa+98%;eh&pter§48; 
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a¥&ele7;seetiefi4;as£u¥theramendedbyaFtieleHhseefien4efthisaet;&nd 
the adjustments to state aids and credits specified in subdivision 1, as close to 

the end of the fiscal year as possible and in sueh it manner that will the 
impaetef£aws+9&h¥hirdSpeeialSessienehapter2;&Hiele4;as&mended;en 
t-he eesh flew needs of the ee-heel 

Sec. 6. Minnesota Statutes 1984, section 124.195, subdivision 3, is amended 
to read: 

Subd. 3. PAYMENT DATES AND PERCENTAGES. Beginning -in fiseal 
year -1-934 and thereai3ter—, The commissioner of education shall pay to a school 
district on the dates indicated an amount computed as follows: the cumulative 
amount guaranteed minus the sum of (a) the district’s other district receipts 
through the current payment, and (b) the aid and credit payments through the 
immediately preceding payment. For purposes of this computation, the pay- 
ment dates and the cumulative disbursement percentages are as follows: 

Payment date Percentage 
Payment 1 First business day prior to July 15: 2.25 
Payment 2 First business day prior to July 30: 4.50 
Payment 3 First business day prior to August 15: 6.75 
Payment 4 First business day prior to August 30: 9.0 

Payment 5 First business day prior to September 15: the greater of (a) 
one-half of the final adjustment for the prior fiscal year for 
the state paid property tax credits established in section 
273.1392, or (b) the amount needed to provide 12.75 per- 
cent 

Payment 6 First business day prior to September 30: the greater of (a) 
one-half of the final adjustment for the prior fiscal year for 
the state paid property tax credits established in section 
273.1392, or (b) the amount needed to provide 16.5 per- 

cent 
Payment 7 First business day prior to October 15: the greater of (a) one- 

half of the final adjustment for the prior fiscal year for all 
aid entitlements except state paid property tax credits, or (b) 
the amount needed to provide 20.75 percent 

payment 3 First business day prior to October 30: the greater of (a) one- 
half of the final adjustment for the prior fiscal year for all

’ 

aid entitlements except state paid property tax credits, or (b) 
the amount needed to provide 25.0 percent 

Payment 9 First business day prior to November 15: 31.0 

Payment 10 First business day prior to November 30: 37.0 

Payment 1 1 First business day prior to December 15: 40.0 
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Payment 12 First business day prior to December 30: 
Payment 13 First business day prior to January 15: 
Payment 14 First business day prior to January 30: 
Payment 15 First business day prior to February 15: 
Payment 16 First business day prior to February 28: 
Payment 17 First business day prior to March 15: 
Payment 18 First business day prior to March 30: 
Payment 19 First business day prior to April 15: 

Payment 20 First business day prior to April 30: 

Payment 21 First business day prior to May 15: 

Payment 22 First business day prior to May 30: 
Payment 23 First business day prior to June 20: 1 0: 

Sec. 7. Minnesota Statutes 1984, section 124.195, is amended by adding a 
subdivision to read: 

Subd. gay APPEAL. The commissioner may revise tli_e payment dates agd 
percentages in subdivision Q and section _9_ Q g gl;s_tgc_t_ _if it is fig 
there is an emergency g there _aLe_ serious cash flow problems in the district that ‘cannot 1:3 resolved by issuing warrants g other forms Qf indebtedness. The 
commissioner shall establish a process and criteria fig school districts _t9 appeal 
the payment dates and percentages established ir_1 subdivision _3_ and section _9_. 

Sec. 8. 1987 BIENNIUM ADDITIONAL REVENUES; PRIORITY. 
Notwithstanding Minnesota Statutes 1985 Supplement, section l6A.1541, 

as amended by section g, g‘ Q jg basis Q a forecast 91‘ general fund revenues 
2_1n_d expenditures tfi commissioner _9_f finance determines thzg there v_vfl _b_e a 
positive unrestricted budgetary general fund balance g_t_ gig close o_f jg biennium 
ending June _3fl, 1987, money must be allocated i_n t_h_§ following order o_f priori- 
D2 

Q) E fig $100,000,000 must be restricted 1'9; 1_1s_e_ as 1h_§ budget §1_ig cash flow reserve account; 

(_2_) one—half gf fly excess 0_v_eg $100,000,000 must be used 39 restore tl_1_e 
appropriation reductions Q t_h_g state board 91‘ vocational technical education, 
state board fgr community colleges, state university board, Q board o_f regents 
9f the University o_f Minnesota enacted by tl1_e 1986 legislature, prorated among 
glgg boards in proportion t_Q those appropriation reductions, b_u_t_; no_t Q exceed 
_t_l_1_C_ amount o_f those appropriation reductions; 

Q) one-half o_f ar_iy excess over $100,000,000, afl any amount remaining 
after ;l_1§ application 9;‘ clause Q), must _b_e used tg restore th_e budget a_n_d_ cash flow reserve account 39 $450,000,000; and 
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Q1) a_ny amount remaining after jt_lge_ application ef clauses (1), Q), egg (_3_) 
shall l_)e used ee provided Q section 1 

The amount neces_sa1_'y te meet tee requirements ef clause Q) i_s appropriat- 
e_d from th_e general fund. 

Sec. 9. TEMPORARY CHANGE IN PAYMENT OF AIDS AND CRED- 
ITS TO SCHOOL DISTRICTS. ‘ 

I_f;lle commissioner o_f finance determines tea; modifications i_n L13: eayment 
schedule ere required te avoid state short-term borrowing, fie commissioner e_f 
education shall modify payments :9 school districts accordig t_o_ th_is_ section. 

lee modifications shall begin eg sooner gig September 1, 1986, en_(i shall 

remain i_n effect _1in_ti1 n_9_ la_tg ghee @y 101 1987. Q calculatigg t_h_e payment t_o_ 
a_ school district pursuant te Minnesota Statute; section 124.19; subdivision Q, 
t_h_e commissioner may subtract the & specified i_n fiiet subdivision, are ee 
additional amount _n_o greater L1_i_ae tli_e following: 

(1) fie _rLct cash balance i_n ge district’s four operating funds ee June Q, 
1986', minus 

Q) fire product o_f $150 times gie number o_f actual pupil units i_n fiie 
1985-1986 school year; minus 

Q) ’th_e amount _o__f payments made by the county treasurer during fiscal yegg 
1986, pursuant t_o Minnesota Statute; section 276.1; which i_s considered reve- 
_n_ue Q the 1986-1987 school year. Howeveg, _I_1_Q additional amount shall lg 
subtracted i_f me to_’oal ef ;h_e get unaperopriated flied balances i_n t_h_e distriet’s @ operating funds ep_ Juifm 1Q, 1986, i_s_ lei we tee eroduct o_f§3_5_0 times me 
number o_f actual eep_i1 units i_n tli_e 1985-1986 school yezg 1 ee_t c_a_s_1i_ 

balance ellafl include ell gag gig investmeng, l_es_s certificates Q indebtedness 
outstanding, a_nd orders n_<)t eei_d Lg; leg o_f funds. 

A district may apgeal tfi payment schedule established ley t_hi_§ section 
according Lg tlg procedures established jg section ]_. 

Sec. 10. LIMITATION ON ALLOTMENT REDUCTION. 
Notwithstandi_ng _I_h_§ provisions 9_f Minnesota Statutes, section l6A.15, sLb- 

division _1_, ee allotment shall be reduced before August Q, 1986, ursuant t_o ee 
appropriation f_o_r state aid; paymerni gr reimbursements t_o g ee behalf 9_f 
school districts, er @ age t_o local governments authorized i_r_i Minnesota Stat- 

chapter 477A, g {gr property ta_x credits 9; property tee relief authorized 
_1_I_1 Minnesota Statutes, chapter 2_7_3 g 290A. Ne allotment E these purposes 
$a_1l be reduced gig August l_5, 1986 unless reductions totaling a_t kit $85,000,000 
have already been made from allotments pursuant 19 other appropriations d_ur_- 
_i;i_g calendar year 1986. 

See. 11. PAYMENT DELAYS. 
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Notwithstanding fly other Q t_o @ contrary, jg commissioner o_f finance 
may delay payment 9_f ggy type 9_f state aids t_o local units pf government, 
excluding school districts. The commissioner may exercise t_l§ authority granted 
i_n gig section only ftp E extent necessary t_o avoid short-term borrowing bl glye 
state. 1139 delay may pot extend beyond _tl1_e §_r_1_§ o_f _t_l_1_e fiscal year 9_f ;l_1_e 
recipient. 

Sec. 12. REPEALER. 
§a)~Minnesota Statutes 1984, section 124A.O31, subdivision 2 is repealed. 

Q3) Minnesota Statutes 1985 Supplement, section l6A.154, i_s repealed. 

Sec. 13. EFFECTIVE DATE.
' 

Sections L 9:, 34 3, §, 1_0_, _1__1_, app _1__2_, paragraph gig), _re effective thy: day 
following final enactment. 

ARTICLE 6 

LOCAL GOVERNMENT AIDS 
Section 1. Minnesota Statutes 1985 Supplement, section 477A.01 1, subdi- 

vision 10, is amended to read: 

Subd. 10. MAXIMUM AID AMOUNT. For any calendar year aid distri— 
bution, a city’s maximum aid amount shall be -1:96 1_Q_41 percent of its previous 
year aid amount, provided that its previous year aid amount exceeded $459 
gggp per capita. If its previous year aid amount was less than -$460 Qty per 
capita, its maximum aid amount shall be the lesser of: (a) -1-1-2 105.8 percent of 
its previous year aid amount, or (b) $-1-59 $208 multiplied by the population 
figure used in determining its previous year aid. 

Sec. 2. Minnesota Statutes 1985 Supplement, section 477A.Ol1, subdivi- 
sion I4, is amended to read: 

Subd. 14. LOCAL EFFORT MILL RATE. For any calendar year aid 
distribution, a city’s local effort mill rate means its fiscal need factor per capita 
divided by $46 $_1_Z per capita per mill for the first $399 Efl of its fiscal need 
factor per capita; plus its fiscal need factor per capita divided by -$-1~4 fl_5_ per 
capita per mill on that part of its fiscal need factor per capita, if any, in excess of 
$399 In no case shall a city’s local effort mill rate be less than eight mills. 
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Sec. 3. Minnesota Statutes 1985 Supplement, section 477A.O12, is amended 
to read: 

477A.0l2 COUNTY GOVERNMENT DISTRIBUTIONS. 
In -calendar year -1-986 19:87, each county government shall receive a distri- 

bution equal to 60 1_()4_ percent of the aid amount certified for -1-98-3E 
pursuant to sections 477A.O11 to 477A.03. Each comm government tQ._t_ received 
_n_Q distribution i_r_1 1986 pursuant t_0_ sections 477A.O11 pg 477A.03 shall receive 
a distribution i_n calendar yg:1_r 1987 computed l_)_y multiplying 1h_e_: county’s 
population py a factor egual 39 the tptll increase i_n gig certified pg _a_l1 pgg 
counties under E section Q 1987 grgg gig t_qt11 amount certified i_n 1986, 
divided by fll_§_ total population pf those counties. 

Sec. 4. Minnesota Statutes 1985 Supplement, section 477A.Ol3, is amended 
to read: 

477A.0l3 MUNICIPAL GOVERNMENT DISTRIBUTIONS. 
Subdivision 1. TOWNS. In calendar year 4-986 12§_7_, each town which had 

levied for taxes payable in the previous year at least one mill on the dollar of the 
assessed value of the town shall receive a distribution equal to _1_Oi1 percent o_f 
the greater of: (a-) 60 percent of the amount received in 1983 pursuant to 
Minnesota Statutes 1982, sections 273.138, 273.139, and 477A.O11 to 477A.O3; 
or (b) -196 percent of the amount received in -1-9-8-5 19i§ pursuant to M-irmeseta 
Statutes -1-984; sections 477A.O11 to 477A.03. 

Subd. 2. CITIES. In calendar year -1-986 1987, each city shall receive a local 
government aid distribution as determined by the following steps. 

(1) A preliminary aid amount shall be computed for each city equal to the 
amount obtained by subtracting its local effort mill rate multiplied by its equal- 
ized assessed value from its fiscal need factor, except that its preliminary aid 
amount may not be less than its previous year aid amount. 

For any city which received more than $70 per capita in attached machin- 
ery aids in 1983 pursuant to Minnesota Statutes 1982, section 273.138, an 
amount equal to the amount of attached machinery aids received in 1983 shall 
be added to the preliminary aid amount. 

(2) For each city, an aid increase amount equal to the amount by which its 
preliminary aid amount exceeds its previous year aid amount shall be deter- 
mined. Each city’s aid increase amount shall be reduced by a_ uniform percent- 
age as determined by the commissioner of revenue, to make the sum of the final 
aid distributionsfor all cities equal the aid limitation imposed by subdivision 3. 

(3) Each city’s final aid amount shall be equal to the sum of its aid increase 
amount, as adjusted, and its previous year aid amount; provided, however, that 
no city’s aid shall exceed its maximum aid amount, and further provided that no 
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city which is a city of the first class shall have a final aid amount which is less 
than 102 percent of its previous year aid. 

Subd. 3. AID LIMITATION. The total amount available for distribution 
to cities pursuant to subdivision 2 shall be $2~86;009;090 $297,440,000 for 
calendar year -1-986 1987. . 

Sec. 5. Minnesota Statutes 1984, section 477A.0l5, is amended to read: 
477A.0l5 PAYMENT DATES. 
The commissioner of revenue shall make the payments of local government 

aid to affected taxing authorities in six t_vyg installments on July 15; August -16; 
September -1-5; Geteber 45; November 4-5; and December 15 annually. 

seveninstallmentseemputedasfellewseene-feufi-h eft-he ealenela«ryear—l-98+ 

equalpaymentstebemadeenJuly+5;August4—5;September4—5;9eteber+5; 
Ne=vember—l§;andBeeember-1-5: _'l“_ll<;commissionermaym1_y_2flo_r_tLt_gi_'Q1§ 
payment gu_e gnDecemberl§a_t QytiLn_e_ after August l_5 upon me request o_f g 
ggy Q1_a_t requests such payment as being necessary f_o_r meeting _i_t_s cg $1 
needs. 

Sec. 6. EFFECTIVE DATE. 
Section § is effective July L 1986. 

ARTICLE 7 

COMPLIANCE 
Section 1. Minnesota Statutes 1984, section 6OA.15, subdivision 2, is amended 

to read: » 

Subd. 2. DOMESTIC MUTUAL INSURANCE COMPANIES. On or 
before April 15, June 15, September 4% and December 15 of each year, every 
domestic mutual insurance company including township and farmers’ insurance 
companies‘ shall pay to the commissioner of revenue quarterly installments egual 
t_o_ one-third of the insurer’s total estimated tax for the current year based on a 
sum equal to two percent of the gross direct fire, lightning, and sprinkler leakage 
premiums, less return premiums on all direct business, except auto and ocean 
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marine fire business received by it, or by its agents for it, in cash or otherwise, 
on property located in this state, during such year. If unpaid by such dates, 
there shall be added to the tax for the taxable year an amount determined 
pursuant to subdivisions la to lc. Failure of a company to make quarterly 
paymentsxof at least one-four-t-la one-third of either (a) the total tax paid during 
the previous calendar year or (b) 80 percent of the actual tax for the current 
calendar year shall subject the company to the penalty and interest provided in 
this subdivision. '

' 

Sec. 2. Minnesota Statutes 1985 Supplement, section 6OA.l7, subdivision 
la, is amended to read: 

Subd. la. LICENSE APPLICATION. (a) PROCEDURE. An application 
for a license to act as an insurance agent shall be made to the commissioner by 
the person who seeks to be licensed. The application for license shall be accom- 
panied by a written appointment from an admitted insurer authorizing the 
applicant to act as its agent under one or both classes of license. The insurer 
must also submit its check payable to the state treasurer for the amount of the 
appointment fee prescribed by_section 60A.14, subdivision 1, paragraph (c), 

clause (9) at the time the agent becomes licensed. The application and appoint- 
ment shall be on forms prescribed by the commissioner. 

If the applicant is a natural person, no license shall be issued until that 
natural person has become qualified. 

If the applicant is a partnership or corporation, no license shall be issued 
until at least one natural person who is a partner, director, olficer, stockholder, 
or employee shall be licensed as an insurance agent. 

(b) RESIDENT AGENT. The commissioner shall issue a resident insurance 
agent’s license to a qualified resident of this state as follows: 

(1) a person may qualify as a resident of this_ state if that person resides in 
this state or the principal place of business of that person is maintained in this 
state. Application for a license claiming residency in this state for licensing 

purposes, shall constitute an election of residency in this state. Any license 
issued upon an application claiming residency in this state shall be void if the 
licensee, while holding a resident license in this state, also holds, or makes 
application for, a resident license in, or thereafter claims to be a resident of, any 
other state or jurisdiction or if the licensee ceases to be a resident of this state; 
provided, however, if the applicant is a resident of a community or trade area, 
the border of which is contiguous with the state lineof this state, the applicant 
may qualify for a resident license in this state and at the same time hold a 
resident license from the contiguous state; 

(2) the commissioner shall subject each applicant who is a natural person to 
a written examination as to the applicant’s competence to act as an insurance 
agent. The examination shall be held at a reasonable time and place designated 
by the commissioner; 
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(3) the examination shall be approved for use by the commissioner and shall 
test the applicant’s knowledge of the lines of insurance, policies, and transac- 
tions to be handled under the class of license applied for, of the duties and 
responsibilities of the licensee, and pertinent insurance laws of this state; 

(4) the examination shall be given only after the applicant has completed a 
program of classroom studies in a school, which shall include a school conduct- 
ed by an admitted insurer. The course of study shall consist of 30 hours of 
classroom study devoted to the basic fundamentals of insurance for those seek- 
ing a Minnesota license for the first time, 15 hours devoted to specific life and 
health topics for those seeking a life and health license, and 15 hours devoted to 
specific property and casualty topics for those seeking a property and casualty 
license. The program of studies or study course shall have been approved by the 
commissioner in order to qualify under this clause. If the applicant has been 
previously licensed for the particular line of insurance in the state of Minnesota, 
the requirement of a program of studies or a study course shall be waived. A 
certification of compliance by the organization offering the course shall accom- 
pany the applicant’s license application. This program of studies in a school or 
a study course shall not apply to farm property perils and farm liability appli- 
cants, or to agents writing such other lines of insurance as the commissioner 
may exempt from examination by order; 

(5) the applicant must pass the examination with a grade determined by the 
commissioner to indicate satisfactory knowledge and understanding of the class 
or classes of insurance for which the applicant seeks qualification. The commis- 
sioner shall inform theapplicant as to whether or not the applicant has passed; 

(6) an applicant who has failed to pass an examination may take subsequent 
examinations. Examination fees for subsequent examinations shall not be waived; 
and 

(7) any applicant for a license covering the same class or classes of insurance 
for which the applicant was licensed under a similar license in this state, other 
than a temporary license, within the three years preceding the date of the 
application shall be exempt from the requirement of a written examination, 
unless the previous license was revoked or suspended by the commissioner. Q 
applicant whose license i_s n9_t_ renewed under subdivision gg is exempt from 11}; 
requirement _o_f _a written examination. 

(0) NONRESIDENT AGENT. The commissioner shall issue a nonresident 
insurance agent’s license to a qualified person who is a resident of another state 
or country as follows: 

( l) A person may qualify for a license under this section as a nonresident 
only if that person holds a license in another state, province of Canada, or other 
foreign country which, in the opinion of the commissioner, qualifies that person 
for the same activity as that for which a license is sought; 
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(2) The commissioner shall not issue a license to any nonresident applicant 
until that person files with the commissioner a designation of the commissioner 
and the commissioner’s successors in oflice as the applicant’s true and lawful 
attorney upon whom may be served all lawful process in any action, suit, or 
proceeding instituted by or on behalf of any interested person arising out of the 
applicant’s insurance business in this state. This designation shall constitute an 
agreement that this service of process is of the same legal force and validity as 
personal service of process in this state upon that applicant. 

Service of process upon any licensee in any action or proceeding com- 
menced in any court of competent jurisdiction of this state may be made by 
serving the commissioner with appropriate copies of the process along with 
payment of the fee pursuant to section 60A.14, subdivision 1, paragraph (c), 

clause (4). The commissioner shall forward a copy of the process by registered 
or certified mail to the licensee at the last known address of record or principal 
place of business of the licensee; and 

(3) A nonresident license shall terminate automatically when the resident 
license for that class of license in the state, province, or foreign country in which 
the licensee_is a resident is terminated for any reason. 

(d) DENIAL. (1) If the commissioner finds that an applicant for a resident 
or nonresident license has not fully met the requirements for licensing, the 
commissioner shall refuse to issue the license and shall promptly give written 
notice to both the applicant and the appointing insurer of the denial, stating the 
grounds for the denial. All fees which accompanied the application and appoint- 
ment shall be deemed earned and shall not be refundable. 

(2) The commissioner may also deny issuance of a license for any cause that 
would subject the license of a licensee to suspension or revocation. If a license 
is denied pursuant to this clause, the provisions of subdivision 6c, paragraph (c) 
apply. 

(3) The applicant may make a written demand upon the commissioner for a 
hearing within 30 days of the denial of a license to determine whether the 
reasons stated for the denial were lawful. The hearing shall be held pursuant to 
chapter 14. 

' 

(e) TERM. All licenses issued pursuant to this section shall remain in force 
until voluntarily terminated by the licensee, not renewed as prescribed in subdi- 
vision ld, or until suspended or revoked by the commissioner. A voluntary 
termination shall occur when the license is surrendered to the commissioner 
with the request that it be terminated or when the licensee dies, or when the 
licensee is dissolved or its existence is terminated. In the case of a nonresident 
license, a voluntary termination shall also occur upon the happening of the event 
described in paragraph (c), clause (3). 

Every licensed agent shall notify the commissioner within 30 days of any 
change of name, address, or information contained in the application. 
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(f) SUBSEQUENT APPOINTMENTS. A person who holds a valid agent’s 
license from this state may solicit applications for insurance on behalf of an 
admitted insurer with which the licensee does not have a valid appointment on 
file with the commissioner; provided, that the licensee has permission from the 
insurer to solicit insurance on its behalf and, provided further, that the insurer 
upon receipt of the application for insurance submits a written notice of appoint- 
ment to the commissioner accompanied by its check payable to the state treasur- 
er in the amount of the appointment fee prescribed by section 60A. 14, subdivision 
1, paragraph (c), clause (9). The notice of appointment shall be on a form 
prescribed by the commissioner. 

(g) AMENDMENT OF LICENSE. An application to the commissioner to 
amend a license to reflect a change of name, or to include an additional class of 
license, or for any other reason, shall be on forms provided by the commissioner 
and’ shall be accompanied by the applicant’s surrendered license and a check 
payable to the state treasurer for the amount of fee specified in section 60A.l4, 
subdivision 1, paragraph (c). 

A11 applicant who surrenders an insurance license pursuant to this clause 
retains licensed status until an amended license is received. 

(h) EXCEPTIONS. The following are exempt from the general licensing 
requirements prescribed by this section: 

(1) agents of township mutuals who are exempted pursuant to subdivision 
lb; 

(2) fraternal beneficiary association representatives exempted pursuant to 
subdivision lo; 

(3) any regular salaried oflicer or employee of a licensed insurer, without 
license or other qualification, may act on behalf of that licensed insurer in the 
negotiation of insurance for that insurer; provided that a licensed agent must 
participate in the sale of any such insurance; 

(4) employers and their oflicers or employees, and the trustees or employees 
of any trust plan, to the extent that the employers, oflicers, employees, or trust- 
ees are engaged in the administration or operation of any program of employee 
benefits for the employees of the employers or employees of their subsidiaries or 
afiiliates involving the use of insurance issued by a licensed insurance company; 
provided, that the activities of the officers, employees and trustees are incidental 
to clerical or administrative duties and their compensation does not vary with 
the volume of insurance or applications therefor; 

(5) employees of a creditor whoaenroll debtors for life or accident and health 
insurance; provided the employees receive no commission or fee therefor; and 

(6) clerical or administrative employees of an insurance agent who take 
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insurance applications or receive premiums in the office of their employer, if the 
activities are incidental to clerical or administrative duties and the employee’s 
compensation does not vary with the volume of the applications or premiums. 

Sec. 3. Minnesota Statutes 1984, section 60A.l7, is amended by adding a 
subdivision to read: 

Subd. Q TAX CLEARANCE CERTIFICATE. fig) Ipe commissioner may 
po_t issue 9_r renew _a license under 11$ section i_f thp commissioner pf revenue 
notifies tli_e commissioner aid fie licensee pg applicant fg a license t_l121_t_ Q; 
licensee 9_1_' applicant owes 313; state delinquent taxes i_n ‘pile amount pf g 
more. flea commissioner may issue g renew E license o_nly Q‘ (1) t_h_e commis- 
sioner pf revenue issues a m_x clearance certificate agg Q) t_h_e commissioner pf 
revenue g 1159 licensee g applicant forwards e_1 copy pf fie clearance t_o 

t_hp commissioner. '_l11p commissioner pf revenue _IrEy issue 2_1 clearance certificate 
_o_nly i_f mp licensee p_r applicant gag pp‘; 0_vgc_ ’th_e mite a_ny uncontested delin- 
guent taxes. 

(p) & pugposes pf this subdivision, tpp following terms have E meanig 
given. 

‘ 

§_1_) “Taxes” age a_ll taxes payable _tp tl_1p commissioner pf revenue, including 
enalties and interest due on those taxes. 13¢. __ ____ _ _ __ _.._ 

Q) “Delinguent taxes” _(_1p n_o’t include a gay liability i_f (_i) at; administrative 
pg court action tgt contests tl_1p amount E validity 9_f fie liability pa_s ‘pe_epE 
9_r served, (Q) fie appeal period tp contest @ ta__x liability E n_ot expired, 
g LIE licensee pr applicant pas entered iri; §_ payment agreement 19 p_ay tpp 
liability a_p_<_l i_s_ current Lfih the payments. 

Lg) _Ip Iifl pf thp notice all hearing reguirements gj subdivisions Q a_nq 6_d, 
when a licensee pr applicant is required jtp obtain a clearance certificate under 
[his subdivisiop a contested pg hearing must Q l_1_el_d i_f fig licensee g appli- it requests. _a hearing ir_1 writing t_o tl1_e commissioner o_f revenue within _3_O Q3 
pf th_e Qte 9_f1h_e notice provided gr paragraph (Q); ll_1§ hearing _m_uit b_e_ l1_el_d 
within §4_§ gag o_f ‘plg gat_e flip commissioner _o_f revenue refers _t_h_e gag t_o thp 
oflice o_f administrative hearings. Notwithstanding a_n_y l_a_vy Q fie contragy, th_e 
licensee g applicant must l_9_e served @ 29 days’ notice ip writing specifyini 
t_h_e tile apd piacg pf ’th_e hearing app tl1_e allegations against tfi licensee pg 
applicant. Llie notice pray l_)_e served personally g mg; 

Q1) 1 commissioner shall require a_ll licensees _gr_ applicants t_o provide 
their social security number app Minnesota business identification number pp 
a_ll license applications. Upon request O_f Q9 commissioner pf revenue, 33 com- 
missioner must provide t_o _t_lye_ commissiong:,o_f revenue _a li_st 93‘ a_ll licensees a_ng 
applicant; includipg tpp name 11 address, social security number, e_t_ryd busi- 

rg identification number. Ihe commissioner 9_f revenue m_ay request a li_st pf 
t_h_e licensees ap_d_ applicants Q more than once each calendar year. Notwith- 
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standing sections 290.61 and 297A.43, t_he commissioner pf revenue may release 
information necessary t_o accomplish pl_1g purpose o_f this subdivision. 

Sec. 4. Minnesota Statutes 1984, section 69.54, is amended to read: 
69.54 SURCHARGE ON PREMIUMS TO RESTORE DEFICIENCY IN 

SPECIAL FUND. * 

The commissioner shall order and direct a surcharge to be collected of two 
percent of the fire, lightning, and sprinkler leakage gross premiums, less return 
premiums, on all direct business received by any foreign or domestic fire insur- 
ance company on property in this city of the first class, or by its agents for it, in 
cash or otherwise. This surcharge shall be due and payable from these compa- 
nies to the state treasurer, in semianneal egual installments, on June 39th and 
Deeember -3-l-st March -Liz Ma 1; £1 November l_5 of each calendar year, and 
if not paid within 30 days after these dates, a penalty of ten percent shall accrue 
thereon and thereafter this sum and penalty shall draw interest at the rate of one 
percent per month until paid. 

Sec. 5. Minnesota Statutes 1984, section 82.22, subdivision 3, is amended 
to read: 

Subd. 3. RE-EXAMINATIONS. An examination may be required before 
the renewal of any license which has been suspended, or before the issuance of 
a license to any person whose license has been ineffective for a period of one 
year, except no re-examination shall be required of any individual who has 
failed to cause renewal of an existing license because of absence from the state 
while on active duty with the armed services of the United States of America, E _n_o reexamination shall pp required _o_f a_n individual whose license has Qt been renewed under section 82.27, subdivision 1. 

Sec. 6. Minnesota Statutes 1984, section 82.27, is amended by adding a 
subdivision to read: 

Subd. _'7_. TAX CLEARANCE CERTIFICATE. gg) _I_r_1 addition _tp t_lle provi- 
sions _o_f subdivision L, glgg commissioner r_n_a_y Qt iss_11e pr renew _a license i_f Qt; commissioner o_f revenue notifies Q commissioner _an_d tl1_e licensee p_r_ applicant 
for a license that the licensee or applicant owes Q5; state delinquent taxes ir_1 fie amount pf $500 _o_r more. flip commissioner £211 issue 9_r renew t_l§ license 
g1_ly i_f _(_l_) _1tli_e commissioner pf revenue issues g Q clearance certificate 5131Q 
the commissioner of revenue or the licensee g ggplicant forwards a copy Q‘ t_l1§ 
clearance tg t_l1<_3 commissioner. _'1_‘l_1p commissioner 9_f revenue may issue &_1_ 

clearance certificate 9_n_ly it_"tl1_e licensee pg applicant Qg pg; gm; tie a_r1 
uncontested delinquent taxes. 

(Q) For purposes <_)_i_' this subdivision, t_h_e_: following terms have gig meanings 
given. " 
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(_I_) 
“Taxes” E a_ll taxes payable t_o ’th_e commissioner o_f revenue, inclurfifig 

penalties fig interest fi _o_r; those taxes. 
Q) “Delinquent taxes” _d_o po_t include a La; l'iability i_f Q) a_r_1 administrative 

9; court action fig; contests £_l'l_(3 amount 9_r validfiy pf fi_e liability _h_a_s been fil_eg 
_o_r served, gm t_h_e appeal period ’_tp contest t_ti<e_ ta_x liability @ got expired, 
fi fie licensee _o_r_ applicant gap entered ifito a payment agreement t_o pg fie 
liability E i_s current yvfi fig payments. 

(Q) fi lie_u o_f @ notice pg hearing requirements o_f subdivisions Q, 1, _5_, 

a_nc_l _6_, when 2_1 licensee QI_‘ applicant i_s required t_o obtain a clearance certificate 
under fig subdivision, a contested gasp hearing 1'_1’fl_l£3_ _l'pel_d if fie licensee 9; 
applicant requests Q hearig i_n writing tp fi_e commissioner pf revenue within Q 
lag 9_1°’tlfi gfie 9_f tfi notice provided ip paragraph (a_)_. Il_1_e hearing mfiist b_e 
h_efid_ within Q gays pf jcfi d_atp t_l1e_ commissioner pf revenue refers ’£h_e c_a§p t_o 
‘glfi office o_f administrative hearings. Notwithstanding fity Q t_o fig contra1_'y, 
fig licensee _o_r applicant must pp served @ Q days’ notice fi writing specify- 
i_r_1g tfi tifimg grfi place o_f th_e hearing gig tl1_e allegations aizainst j;_h_e licensee 9_r 
applicant. I_h_e_ notice _rrfi_y b_e served personally g by figifi 

(Q) E commissioner shall require gfi licensees pi; applicants t_o provide 
their social security number fil Minnesota business identification- number 93 
a_ll license applications. Upon request o_f fig commissioner pf revenue, fi_e_ com- 
missioner must provide tp th_e commissioner o_f revenue a li_st 9_f afi licensees gfid 
applicants, including fig name @ addresfis social security number afil business 
identification number. fi commissioner o_f revenue r_n_ay request a li_st gj t_h_§ 
licensees afii applicants gfi more once calendar year. Notwithstanding 
sections 290.61 gn_d 297A.4fi E commissioner o_f revenue gfiy release informa- 
t_i_o_n_ necessary _t_g accomplish ‘ch_e purpose 9_f fig subdivision. 

Sec. 7. Minnesota Statutes 1985 Supplement, section 147.021, is amended 
by adding a’ subdivision to read: 

Subd. 1, TAX CLEARANCE CERTIFICATE. gg) lp addition t_o fi_e provi- 
sions fi° subdivision 1, th_e board r_n_2_1y fig; issue 95 renew a license i_f fig commis- 
sioner _o_f revenue notifies th_e board fig t_h_e licensee _o_r applicant Q a license 
tfiafi 1;h_e licensee 9_r applicant owes t_1}_e state delinquent taxes i_n fig amount pf 
_fi0_Q 9; more.’ Il_1§ board fly issue 9; renew fig license o_rfiy if Q) fig 
commissioner o_f revenue issues a_ E clearance certificate a_ng Q) fie commis- 
sioner pf revenue o_r fig licensee fi applicant forwards '51 copy o_f fig clearance t_o @ board. Ifie commissioner o_f revenue gay issue 2_1 clearance certificate o_nly 

if th_e licensee pg applicant _d£e_s gcfi _(_)_\’V_C th_e state gfiy uncontested delinquent 
taxes. 

b For u oses of this subdivision, the following terms have the meaning 
_ 
_ P__YP__ __ __ .__ _ 

given. 

Q) “Taxes” a_re a_ll taxes payable t_o tlfi commissioner o_f revenue, including 
penalties and interest due Q those taxes. 
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Q) “Delinquent taxes” pip ppt include _a ta); liability i_f Q) a_n administrative 
_o_r court action flip‘; contests t_h_e amount g validity 9_f_‘ t_h_e liability lips been mpg 
pg served, Q) th_e_ appeal period 1p contest E t_a_>g liability E po_t expired, 
pg glip licensee pr; applicant lg entered i_r_1t_o Q payment agreement t_o rgy gig 
liability @ i_s current yfl; 1% payments. 

(p) Q li_g1_ _o_f _tl1_e notice pn_d hearing requirements o_f subdivision _I_, when p 
licensee o_r applicant is required 19 obtain g clearance certificate under flip 
subdivision, _a contested 931$ hearing must Q pep if t_h_<_: licensee o_r applicant 
reguests Q hearing i_n writing 19 fllfi commissioner 9_t_‘ revenue within gg pig1_y§ o_f 
are g1_a_tp o_f ’th_e notice provided i_p paragraph (p)_. [hp hearing LIKE pp E1 
within 4_t§ gi_ay_s pf flip gatp th_e commissioner 

gg‘ revenue refers thp c_a§g t_o tpp 
oifice 9_f administrative hearings. Notwithstanding a_ny M _tp mg contragy, tl1_e 
licensee pr; applicant must pp served @ ;Q days’ notice pi writing specifying 
th_e ti_n3p a_11<_i_ plgge pf flip hearing app jig allegations against tfi licensee pg 
applicant. I_l_1p notice play pg served personally o_r py _rl‘l_2lI. 

(Q) JE board s_l1:1_1l require all licensees g applicants 19 provide their social 
security number gryg Minnesota business identification number pp _al_l license 
applications. Upon reguest 9_f t_h_g commissioner o_f revenue, gig board must 
provide tp Q commissioner pf revenue p 1_ipt pf _a1_l licensees E applicants, 
including tl1_e_ name gpg address, social security number, an_d business identification 
number. :l"_l3p commissioner _o_f revenue _ni_ay request Q li_st o_f th_e_ licensees gig 
gmlicants pp more than once pgg calendar year. Notwithstanding sections 
290.61 ppg 297A.43, tpe commissioner o_f revenue mpy release information 
necessary pg accomplish t_l_1p purpose o_f _t_hi_s subdivision. 

Sec. 8. Minnesota Statutes 1984, section 148.10, is amended by adding a 
subdivision to read: 

Subd. ; TAX CLEARANCE CERTIFICATE. (gr) Q addition t_o th_e grounds 
provided _ip subdivision L th_e board r_ni1y n_ot issue _o_r renew g license Q practice 
chiropractic Q‘ @ commissioner pf revenue notifies mg board gig yllp licensee 
o_r applicant £9; _a license gig; t_h_e licensee pg applicant owes Ql_e_ state delinquent 
jtz_1g<_e_s _ip tl1_e_ amount o_f $500 g more. _"l“_h_e board my issue 9; renew th_e license 
gply if Q) Llgp commissioner 9_f_' revenue issues 2_1 @ clearance certificate gn_d_ Q) 
thp commissioner pf revenue 9; t_l3§ licensee pg applicant forwards g copy o_f fig 
clearance t_o_ t_h_g board. Ih_e commissioner o_f revenue m_a_y.issue p clearance 
certificate ppl_y Q t_h_e_ licensee _o_r_‘ applicant dcpap n_ot o_w_p t_lle s_‘ta§ apy uncontest- gl delinguent taxes. 

gp) F_o§ purposes __o_f this subdivision, t_h_e following terms have t_h_e meanings 
given. 

§_1_) “Taxes” §_r_g gl_l taxes payable pp tl_r1_§ commissioner 9_f revenue, including 
penalties and interest due o_n those taxes. 

(_2_) “Delinquent taxes” pip pgt include _a Q liability if Q) gp administrative 
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_cg court action that contests gig amount g valicmy _o_ft_11g liability pgg been filed _ 

9_r served, (i_i) gig appeal period t_o contest gig ’ta_x liability gag ngot expired, 
g giiig jag licensee o_r applicant lg entered into g payment agreement jcg pgy Qg 
liability and i_s_ current with tfi payments. 

gg) _Ig geg o_f fig notice fig hearig requirements _o_f subdivisions § £1 f_l_, 
when 2_1 licensee pg applicant _i§ required t_o obtain g clearance certificate under 
gig subdivision, 3 contested fig hearigg must l_)g lflg i_f gig licensee pg appli- E requests _a hearing Q writing t_o tll_e commissioner gg" revenue within 3_0 Q)/_s 
pf gig pf gg notice provided Q paragraph Q); [lg hearing gigs; l_3g pgl_d 
within 5; gl_ay_s o_f mg gl_21t_e gi_e commissioner o_f revenue refers tgg @ tp tli_e 
office pf administrative ‘hearings. Notwithstanding ggy Q 39 _tge_ contrapy, gig 
licensee g applicant must Q served gig; 2_0 days’ notice i_n writing specifygg 
gi_e.g@ g1n_d pla_cg pf gig hearing gng gig allegations against jg licensee pg 
applicant. _”Igig notice mgy l_3g served personally pg ‘pyE 

§c_l) 1 board shall require a_ll licensees g applicants o_f g_ license tg practice 
chiropractic t_o provide their social securgy number gig Minnesota business 
identification number pp gig license applications. Upon request _o_f gig commis- 
sioner'o_f revenug gig board must provide t_o LIE; commissioner o_f revenue §._ l_is_t 
gf :_11_1 licensees agd applicants Q g license t_o practice chiropractig, including g1_e 
name gig address, social securgy numg, agg business identification number. 
Igg commissioner _o_f revenue m_ay request _2_l_ lE_t o_f _t_l_ig licensees E applicants 
pp more @ once ggcg calendar year. Notwithstanding sections 290.61 a_nq 
297A.4; gig commissioner 9_f revenue m_ay release information necessary Q 
accomplish tli_e purpose pf th_is subdivision. 

Sec. 9. Minnesota Statutes 1984, section l5OA.O8, is amended by adding a 

subdivision to read: 

Subd. 2 TAX CLEARANCE CERTIFICATE. fig) lg addition t_o th_e grounds 
provided Q subdivision 1 gig notwithstanding subdivision gig board may n_ot 
issue 9; renew g license t_o practice dentistry i_f @ commissioner pf revenue 
notifies tli_e board E gig licensee g applicant {cg g license pg; tgq licensee pg 
applicant owes g state delinquent taxes i_n gi_e amount pf $500 9; more. '_l1ig 

board fly issue 9; renew tfi license pgly if gig commissioner o_f revenue 
issues g gig clearance certificate ggi Q) tge_ commissioner pf revenue gg th_e 
licensee pg applicant forwards g copy o_f gi_e clearance _tg gig board. 11;; com- 
missioner o_f revenue may issue g clearance certificate _o_1gy i_f th_e licensee pg 
applicant does i_io_t owe gig state a_ny uncontested delinquent taxes. 

b For ur oses of this subdivision, the following terms have the meanings _ l3__P__ _ __ _. __ 
given. 

(_l_) “Taxes” gig gg taxes payable 39 gig commissioner pf revenug, includigg 
penalties and interest due gi those taxes. 

(_2_) “Delin uent taxes” Q ggt include _a ta_x liability if Q) a_n administrative 
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g court action thy; contests pg amount o_r validity pf Q13 liability @ been filgd 
o_r served, (Q) ghp appeal period Q contest th_e t_a§ liability _lpt§ n_ot expired, g jg licensee _q1_‘ applicant pap entered _iptp a_ payment agreement t_o pay tpp 
liability _a_r_1g jg current 1 ;l_1_e_ payments. 

gg) _Ip lipp o_f _t__l§ notice arid hearing requirements pf subdivision §, when a 
licensee pg applicant i_s gmired t_o obtain a clearance certificate under ply 
subdivision, g contested @ hearing must pg @ i_f thp licensee pr applicant 
requests a hearing i_n writing tp th_e commissioner pf revenue within 10 _c_l§y§ pf 
gig _d_a1;g pf t_h_e notice provided _ip paragraph (p)_. T_h_t_2 hearing Q 
within 1; (_i§_y_s pf t_h_e_ d_a§ fig commissioner 9_f revenue refers gig g tp ghp 
oflice 9_t_‘ administrative hearings. Notwithstanding Qty l_avy ftp th_e contragg, t_l1§ 
licensee p_r applicant must pg served yv_itp _2_Q days’ notice Q writing specifying 
t_1_1p t_i£e apd p_laLe pf t_l_1_e hearing a_n_d tl_1p allegations against Lhp licensee _o_r 
applicant. The notice m_ay pg served personally g py r_n_ai_l. 

(Q) Lite board shall require a_ll licensees 9_r applicants fpr _a license tp prac- 
_tic_<_: dentistry t_o provide their social security number gpgi Minnesota business 
identification number o_n a_ll license applications. Upon request 9_f ‘th_e commis- 
sioner _o_f revenue, mp board must provide t_g tpe commissioner pf revenue _a liit 
o_f a_ll licensees @ applicants f_o_r e_1 license _tp 3Lactice dentistry including pile name £1 address, social security number, grid business identification number. 
Llle commissioner pf revenue _m_2_iy request e_1 fit 9_t_"t1_1p licensees and applicants 
pp _rr_1_or_e t_hep1_ pr_i_c_§ each calendar year. Notwithstanding sections 290.61 and 
297A.43, tpg commissioner pf revenue _n_1_ay release information necessary pg 
accomplish tm purpose o_f th_is subdivision. 

Sec. 10. Minnesota Statutes 1985 Supplement, section 270.063, is amended 
to read: 

270.063 COLLECTION OF DELINQUENT TAXES. 
For the purpose of collecting delinquent state tax liabilities firem ta-iepayers who do not reside er are not leeateel in there is appropriated to the 

commissioner of revenue an amount representing the cost of collection, not to 
exceed one-third of the amount collected by contract with collection agencies, 
revenue departments of other states, or attorneys to enable the commissioner to 
reimburse these agencies; departments, 9; attorneys for this service. The com- 
missioner shall report quarterly on the status of this program to the chairmen of 
the house tax and appropriation committees and senate tax and finance commit- 
tees. 

Notwithstanding sectio'n 16A.l5, subdivision 3, the commissioner‘ of reve- 
nue may authorize the prepayment of sherifi‘s fees, attorney fees, fees charged 
by revenue departments of other states, or court costs to be incurred in connec- 
tion with the collection eat ef state of delinquent tax liabilities owed to the 
commissioner of revenue. 
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Sec. 11. Minnesota Statutes 1985 Supplement, section 270.69, subdivision 
2, is amended to read: 

Subd. 2. FILING OF LIENS NECESSARY FOR ENFORCEABILITY 
AGAINST CERTAIN PERSONS. The lien imposed by subdivision 1 is not 
enforceable against any purchaser, mortgagee, pledgee, holder of a uniform com- 
mercial code security interest, mechanic’s lienor, or judgment lien creditor, until 
a notice of lien has been filed by the commissioner of revenue in the office of the 
county recorder of the county in which the property is situated, or in the case of 
personal property belonging to an individual who is not a resident of this state, 
or which is a corporation, partnership, or other organization, in the office of the 
secretary of state. The ineleaein-g of liens filed pursuant to this and; 

shall be as prescribed in seet-ions -2—7—2:4-8-3 and 24-27484: Notwithstanding a_ny 
htg @ th t_h_e contrary, @ department o_f revenue i_s exempt from hie p_ay_- 

' 

ment gt‘ fig a_t tl1_e time the li_e_n § offered he filing hr_ recording. I_h_e fe_e §o_r 

filing gt recor<ii<ng tl1_e ti_e_n must he paid a_t the time the release _0_f l_ieh i_s offered 
h)_r_ filing 9_r recording. Notwithstanding a_ny Q t_o the contraty, tlg te_e_ E 
filing 9_1_‘ recording the l_ieh g 1.3 release gt he_n i_s $15. 

Sec. 12. Minnesota Statutes 1985 Supplement, section 270.69, subdivision 
3, is amended to read: 

Subd. 3. EXEMPT PROPERTY. The lien imposed on personal property by 
this section, even though properly filed, is not enforceable against a purchaser 
with respect to tangible personal property purchased at retail, or against the 
personal property listed as exempt in sections 550.37, 550.38, and 550.39; er 
againstthehemesteadefthetaaepayerasdefinedinehapterélg. 

Sec. 13. Minnesota Statutes 1985 Supplement, section 270.69, subdivision 
4, is amended to read:

‘ 

Subd. 4. PERIOD OF LIMITATIONS. The lien imposed by this section 
shall, notwithstanding any other provision of law to the contrary, be enforceable 
from the time the lien arises and for ten years from the date of filing the notice 
of lien, which must be filed by the commissioner within five years after the date 
of assessment of the tax. A notice of lien filed in one county may be transcribed 
to any other county within ten years after the date of its filing, but the transcrip- 
tion shall not extend the period during which the lien is enforceable. A notice gh" 
fig they he renewed hy @ commissioner before the expiration gt the ten-year 
period @ e_n_ additional ’te_n years. The taxpayer must receive written notice 9_f 
the renewal. 

Sec. 14. Minnesota Statutes 1984, section 270.69, is amended by adding a 
subdivision to read:

' 

Subd. jg LIMITATION FOR HOMESTEAD PROPERTY. A heh Q; 
posed under @ section upon property defined Q homestead property _ih chap- 
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tgzr §lQ may n_ot Q enforced against homestead property by le_vy under section 
270.70, 9; by judgment li_e_r_1 under chapter 550. 

Sec. 15. Minnesota Statutes 1984, section 270.72, subdivision 1, is amended 
to read: 

Subdivision l. TAX CLEARANCE REQUIRED. The state or a political 
subdivision of the state may not issue, transfer, or renew a license for the 
conduct of a profession, trade, or business, if the commissioner notifies the 
licensing authority that the applicant owes the state delinquent taxes, penalties, 
or interest. The commissioner may not notify the licensing authority unless the 
applicant taxpayer owes $—l—,000 $_5_(Q or more in delinquent taxes. A licensing 
authority that has received a notice from the commissioner may issue, transfer, 
or renew the applicant’s license only if (a) the commissioner issues a tax clear- 
ance certificate and (b) the commissioner or the applicant forwards a copy of the 
clearance to the authority. The commissioner may issue a clearance certificate 
only if the applicant does not owe the state any uncontested delinquent taxes, 
penalties, or interest. 

Sec. 16. Minnesota Statutes 1984, section 270.72, subdivision 2, is amended 
to read: 

Subd. 2. DEFINITIONS. For purposes of this section, the following terms 
have the meanings given. 

(a) “Taxes” are limited to withholding tax as provided in section 290.92, 
sales and use tax as provided in chapter 297A, and motor vehicle excise tax as 
provided in chapter 297B. Penalties and interest are limited to penalties and 
interest due on taxes included in this definition. 

(b) “Delinquent taxes” do not include a tax liability if (i) an administrative 
or court action which contests the amount or validity of the liability has been 
filed or served, (ii) the appeal period to contest the tax liability has not expired, 
or (iii) the applicant has entered into a payment agreement and is current with 
the payments. 

(c) “Applicant” means an individual if the license is issued to or in the 
name of an individual or the corporation or partnership if the license is issued 
to or in the name of a corporation or partnership. “Applicant” ago means a_n 
oflicer Qf a corporation 9_r a_ member 9_f a partnership yflg i_s liable @ t_h§ 
delinquent taxes pursuant to section 270.10, subdivision 5 either for the entity Q which the license i_s a_t issue 9; Q another entity for which gig liability Ls 
incurred, gr personally as a licensee. 

Sec. 17. Minnesota Statutes 1984, section 270.72, subdivision 3, is amended 
to read: 

Subd. 3. NOTICE AND HEARING. If the commissioner notifies a licens- 
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