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secondary facilities grant program according to Minnesota Statutes, section 124.494,

chapter 400, section 16, subdivision 4.

Sec. 27. REPEALER.

Minnesota Statutes 1986, section 124.435; Minnesota Statutes 1987 Supple-

ment, sections 124.245, subdivisions 3, 3a, and 3b; and 275.123, subdivision °

11c, are repealed effective for the 1989-1990 school year.

Sec. 28. EFFECTIVE DATES.

that have not been submitted to the department for review and comment under
Minnesota Statutes 1986, section 121.15. Sections 6 to 18, 20, 23, 24, and 26,
are effective the day following final enactment. Sections 4, 5, and 19 are
effective for revenue for the 1989-1990 school year and thereafter.

Approved May 6, 1988

CHAPTER 719—H.F.No. 2590

An act relating to the financing of government in Minnesota; changing tax rates and
bases; modifying the adminisiration, collection, and enforcement of taxes; imposing taxes;
changing the computation, administration, and payment of aids, credits, and refunds; limit-
ing taxing powers; transferring and imposing governmental powers and duties; making
technical corrections and clarifications; providing bonding authorily to Hennepin county,
Ramsey county, the city of Little Falls, and the city of Shafer; authorizing establishment of
special service districts in the cities of Robbinsdale, Minneapolis, and White Bear Lake;
imposing penalties; appropriating money and reducing appropriations; amending Minnesota
Statutes 1986, sections 62E.13, by adding a subdivision; 69.031, subdivision 3; 183.411,
subdivisions 1, 3, and by adding a subdivision; 183.466; 183.51, subdivisions 4, 7, and 10;
237.075, subdivision 8; 256.72; 256.81; 256.82, subdivision 1; 256.863; 256.871, subdivision
6; 256.935, subdivision 1; 256.991; 256B.041, subdivisions 5 and 7; 256B.05, subdivision 1;
256B.19, subdivision 2; 256D.03, subdivision 6; 256D.04; 256D.36, subdivision 1; 270.075,
subdivision 2; 270.41; 270.70, subdivision 1; 271.01, subdivision 5; 273.01; 273.05, subdivi-
sion 1; 273.061, subdivision 2; 273.112, subdivisions 3 and 6; 273.121; 273.124, subdivisions
1 and 6; 273.13, by adding a subdivision; 273.1315; 273.40; 275.07, by adding a subdivision;
275.08, by adding subdivisions; 275.51, subdivision 3f, and by adding a subdivision; 277.05;
277.06; 279.01, subdivision 3; 287.21, by adding a subdivision; 290.01, by adding subdivi-
sions; 290.06, by adding a subdivision; 290.067, subdivision 1; 290.39, by adding a subdivi-
sion; 290.50, subdivision 3; 290.92, subdivision 21; 290.931, subdivision 1; 290.934, subdivisions
1, 3, and by adding a subdivision; 290A4.03, subdivision 7; 2904.04, by adding a subdivision;
297.01, by adding a subdivision; 297.03, subdivision 12, and by adding a subdivision; 297.041,
subdivision 1; 297.06, subdivisions 1, 2, 3, and by adding a subdivision; 297.08, subdivision
1; 297.12, subdivision 1; 297.35, by adding a subdivision; 297A.15, subdivisions 1 and 5;
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2974.16; 2974.17; 297A.21; 297A4.25, subdivision 5, and by adding subdivisions; 2974.256;
297A4.35, subdivision 1; 297C.02, subdivisions 3 and 4; 297C.03, by adding a subdivision;
297C.07; 297D.08; 298.223; 298.28, subdivisions 3 and 6; 299.01, subdivision I; 303.03;
329.11; 349.12, subdivision 18, and by adding subdivisions; 349.2121, subdivisions 1, 2, 5,
and by adding a subdivision; 349.22, subdivision 1, and by adding subdivisions; 373.40,
subdivision 4; 375.192, subdivision 1; 387.212; 393.07, subdivision 2; 473.843, subdivision 2;
473F.02, by adding a subdivision; 473F.07, subdivisions 4 and 5; 473F.08, subdivisions 1, 3,
3a, 5, and 10; 473F.10; 4774.011, by adding subdivisions; 4774.015; and 507.235, subdivi-
sion 1; Minnesota Statutes 1987 Supplement, sections 16A4.15, subdivision 6; 164.1541;
604.15, subdivision 1; 60E.04, subdivision 4; 69.021, subdivision 5; 69.54; 124,155, subdivi-
sion 2; 124.2131, subdivision 3; 124.2139; 124A4.02, subdivisions 3a and 11; 256.01, subdivi-
sion 2; 256B.091, subdivision 8; 256B.15; 256B.19, subdivision 1; 256B.431, subdivision 2b;
256D.03, subdivision 2; 256G.01, subdivision 3; 256G.02, subdivision 4; 256G.04, subdivision
1; 256G.05; 256G.07; 256G.10; 256G.11; 270.485; 272.01, subdivision 2; 272.02, subdivision
1; 272,115, subdivision 4; 272.121; 273.061, subdivision 1; 273.1102, by adding a subdivision;
273.1195; 273.123, subdivisions 4 and 5; 273.124, subdivisions 8, 11, and 13; 273.13, subdivi-
sions 15a, 22, 23, 24, 25, and 31; 273.135, subdivision 2; 273.1391, subdivision 2; 273.1392;
273.1393; 273.165, subdivision 2; 273.37, subdivision 2; 274.01, subdivision 1; 275.07, subdi-
vision 1; 275.50, subdivisions 2 and 5; 275.51, subdivisions 3h and 3i; 276.04; 276.06; 279.01,
subdivision 1; 290,01, subdivisions 3a, 4, 5, 7, 19, 19a, 19b, 19¢, 19d, 19¢, 20, and 29;
290.015, subdivisions 1, 2, 3, and 4; 290.032, subdivision 2; 290.06, subdivisions 1, 2¢, and
21; 290.081; 290.092, subdivisions 3, 4, 5, and by adding a subdivision; 290.095, subdivisions
1, 2, 3, and by adding a subdivision; 290.10; 290.17, subdivisions 2 and 4; 290.191, subdivi-
sions 1, 4, 5, 6, and 11; 290.21, subdivisions 3 and 4; 290.34, subdivision 2; 290.35, subdivi-
sion 2; 290,37, subdivision 1; 290.371, subdivisions 1, 3, 4, and 5; 290.38; 290.41, subdivision
2; 290.491; 290.92, subdivisions 7 and 15; 290.934, subdivision 2; 290.9725; 2904.03, subdi-
visions 3, 13, 14, and 15; 2904.04, subdivisions 2 and 2b; 290A4.06; 295.32; 295.34, subdivi-
sion 1; 297.01, subdivisions 7 and 14; 297.03, subdivision 6; 297.11, subdivision 5; 2974.01,
subdivision 3; 2974.212; 297A.25, subdivisions 3 and 11; 297B.03; 297C.04; 298.01, subdivi-
sions 3 and 4; 298.22, subdivision 1; 298.2213, subdivision 3; 349.212, subdivisions 1 and 4;
349.2121, subdivisions 4a and 10; 349.2122; 349.2123; 393.07, subdivision 10; 469.170, by
adding a subdivision; 469.174, subdivisions 2, 7, 10, 11, and by adding subdivisions; 469.175,
subdivisions 1, 2, 3, 4, and by adding subdivisions; 469.176, subdivisions 1, 4, 5, and 6;
469.177, subdivisions 1, 3, 4, and by adding subdivisions; 469.179; 473.446, subdivision I,
473F.02, subdivision 4; 473F.05; 473F.06; 473F.07, subdivision 1; 473F.08, subdivisions 2, 4,
and 6; 475.53, subdivision 4; 475.61, subdivision 3; 4774.013, subdivisions 1, 2, and by
adding subdivisions; and 508.25; Laws 1987, chapter 268, articles 3, section 12; 6, sections 53
and 54; Laws 1988, chapter 516, section 3; proposing coding for new law in Minnesota
Statutes, chapters 256, 270, 273, 275, 290, 2904, 297, 297C, 298, 349, 375, and 424A;
proposing coding for new law as Minnesota Statutes, chapter 4284; repealing Minnesota
Statutes 1986, sections 13.58; 1242131, subdivision 4; 124.2137; 124.2139; 1244.031, subdi-
vision 4; 256.965; 272.64; 273.112, subdivision 9; 273.115; 273.116; 273.13, subdivisions 7a,
26, 27, 28, 29, and 30; 273.1311; 273.1315; 273.135, subdivision 5; 273.1391, subdivision 4;
275.035; 275.49; 275.50, subdivisions 3, 7, and 8; 290.07, subdivisions 3 and 6; 290.11;
290.12, as amended; 290.131, as amended; 290.132, as amended; 290.133, as amended;
290.134, as amended; 290.135, as amended: 290.136, as amended; 290.138, as amended:
290.934, subdivision 4; 2974.15, subdivision 2; 297C.03, subdivision 5; 298.401; 299.013;
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4774.011, subdivisions 4, 5, 6, 7a, 10, 11, 12, 13, and 14; Minnesota Statutes 1987 Supple-
ment, sections 256D.22; 273.1102, subdivision 2; 273.1195; 273,13, subdivisions 9 and 15a;
273.1394; 273.1395; 273.1396; 273.1397; 275.081; 275.082; 275.125, subdivision 22; 290.06,
subdivision 20; 290.077, subdivision 1; 290.14; 290.21, subdivision 8; 290.371, subdivision 2;
290A4.04, subdivision 2a; 296.02, subdivisions 2a and 2b; 296.025, subdivisions 2a and 2b;
and 4774.011, subdivision 7; Laws 1987, chapter 268, articles 3, section 11; and 6, section
19.

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

ARTICLE 1
INDIVIDUAL INCOME TAX

Section 1. Minnesota Statutes 1987 Supplement, section 290.01, subdivi-
sion 3a, is amended to read:

Subd. 3a. TRUST. The term “trust” has the meaning given in provided
under the Internal Revenue Code of 1986, as amended through December 31,
1986 1987.

Sec. 2. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
7, is amended to read:

Subd. 7. RESIDENT. The term “resident” means (1) any individual domi-
ciled in Minnesota, except that an individual is not a “resident” for the period
of time that the individual is a “qualified individual” as defined in section
911(d)(1) of the Internal Revenue Code of 1986, as amended through December
31, 1986, unless, during that period, a Minnesota homestead application is filed
for property in which the individual has an interest; and (2) any individual
domiciled outside the state who maintains a place of abode in the state and
spends in the aggregate more than one-half of the tax year in Minnesota, unless
the individual or the spouse of the individual is in the armed forces of the
United States, or the individual is covered under the reciprocity provisions in
section 290.081.

For purposes of this subdivision, presence within the state for any part of a
calendar day constitutes a day spent in the state. Individuals shall keep ade-
quate records to substantiate the days spent outside the state.

Sec. 3. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
19a, is amended to read:

Subd. 19a. ADDITIONS TO FEDERAL TAXABLE INCOME, For indi-
viduals, estates, and trusts, there shall be added to federal taxable income:

(1)(i) interest income on obligations of any state other than Minnesota or a
political or governmental subdivision, municipality, or governmental agency or
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instrumentality of any state other than Minnesota exempt from federal income
taxes under the Internal Revenue Code or any other federal statute, and

(ii) exempt-interest dividends as defined in section 852(b)(5}A) of the Inter-
nal Revenue Code of 1986, except the portion of the exempt-interest dividends
derived from interest income on obligations of the state of Minnesota or its
political or governmental subdivisions, municipalities, governmental agencies or
instrumentalities, but only if the portion of the exempt-interest dividends from
such Minnesota sources paid to all shareholders represents 95 percent or more
of the exempt-interest dividends that are paid by the fund er series of funds
regulated investment company as defined in section 851(a) of the Internal Reve-

in section 851(q) of the Internal Revenue Code of 1986, making the payment;
and

(2) the amount of income taxes paid or accrued within the taxable year
under this chapter and income taxes paid to any other state or to any province
or territory of Canada, to the extent allowed as a deduction under section 63(d)
of the Internal Revenue Code, but the addition may not be more than the
amount by which the itemized deductions as allowed under section 63(d) of the
Internal Revenue Code exceeds the amount of the standard deduction as defined
in section 63(c) of the Internal Revenue Code; and

(3) the capital gain amount of a lump sum distribution to which the special
tax under section 1122(h)(3)(B)(ii) of the Tax Reform Act of 1986, Public Law
Number 99-514, applies.

Sec. 4. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
19b, is amended to read:

Subd. 19b. SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.
For individuals, estates, and trusts, there shall be subtracted from federal taxable
income:

(1) interest income on obligations of any authority, commission, or instru-
mentality of the United States to the extent includable in taxable income for
federal income tax purposes but exempt from state income tax under the laws of
the United States;

(2) if included in federal taxable income, the amount of any overpayment of |
income tax to Minnesota or to any other state, for any previous taxable year,
whether the amount is received as a refund or as a credit to another taxable
year’s income tax liability; and

(3) the amount paid to others not to exceed $650 for each dependent in
grades kindergarten to six and $1,000 for each dependent in grades seven to 12,
for tuition, textbooks, and transportation of each dependent in attending an
elementary or secondary school situated in Minnesota, North Dakota, South
Dakota, Iowa, or Wisconsin, wherein a resident of this state may legally fulfill
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the state’s compulsory attendance laws, which is not operated for profit, and
which adheres to the provisions of the Civil Rights Act of 1964 and chapter 363.
As used in this clause, “textbooks” includes books and other instructional mate-
rials and equipment used in elementary and secondary schools in teaching only
those subjects legally and commonly taught in public elementary and secondary
schools in this state. “Textbooks” does not include instructional books and
materials used in the teaching of religious tenets, doctrines, or worship, the
purpose of which is to instill such tenets, doctrines, or worship, nor does it
include books or materials for, or transportation to, extracurricular activities
including sporting events, musical or dramatic events, speech activities, driver’s
education, or similar programs. In order to qualify for the subtraction under
this clause the taxpayer must elect to itemize deductions under section 63(e) of
the Internal Revenue Code of 1986, as amended through December 31, 1986; -

(4) to the extent included in federal taxable income, distributions from a
qualified governmental pension plan, an individual retirement account, sim-
plified employee pension, or qualified plan covering a self-employed person that
represent a return of contributions that were included in Minnesota gross income
in the taxable year for which the contributions were made but were deducted or
were not included in the computation of federal adjusted gross income. The
distribution shall be allocated first to return of contributions until the contribu-
tions included in Minnesota gross income have been exhausted. This subtrac-

tion applies only to contributions made in a taxable year prior to 1985;

(5) income as provided under section 10; and

(6) the amount of unrecovered accelerated cost recovery system deductions
allowed under section 5.

Sec. 5. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 19g. ACRS MODIFICATION FOR INDIVIDUALS. (a) An individ-
accelerated cost recovery system deductions that were added to federal adjusted
gross income in computing Minnesota gross income for taxable year 1981, 1982,
1983, or 1984 and that were not deducted in a later taxable year. The deduction
is allowed beginning in the first taxable year after the entire allowable deduction
for the property has been allowed under federal law or the first taxable year
beginning after December 31, 1987, whichever is later. The amount of the
deduction is computed by deducting the amount added to federal adjusted gross
income in computing Minnesota gross income (less any deduction allowed under
Minnesota Statutes 1986, section 290.01, subdivision 20f) in equal annual amounts

over five years.

equal to the lesser of (1) the remaining amount that would be allowed as a
deduction under paragraph (a) or (2) the amount of capital gain recognized and
the amount of cost recovery deductions that were subject to recapture under
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1362 of the Internal Revenue Code, the amount of the corporation’s cost recov-
ery allowances that have been deducted in computing federal tax, but have been
added to federal taxable income or not deducted in computing tax under this

or Minnesota Statutes 1986, section 290.09, subdivision 7 is allowed as a deduc-
tion to the shareholders under the provisions of paragraph (a).

Sec. 6. Minnesota Statutes 1987 Supplement, section 290.032, subdivision
2, is amended to read:

Subd. 2. The amount of tax imposed by subdivision 1 shall be computed
in the same way as the tax imposed under section 402(e) of the Internal Revenue
Code of 1986, as amended through December 31, 1986, except that the initial
separate tax shall be an amount equal to five times the tax which would be
imposed by section 290.06, subdivision 2c, if the recipient was an unmarried
individual, and the taxable net income was an amount equal to one-fifth of the
excess of

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

(ii) the minimum distribution allowance, and except that references in sec-
tion 402(e) of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1986, to paragraph (1)(A) thereof shall instead be references to subdivision
1, and the excess, if any, of the subtraction base amount over federal taxable
income for a qualified individual as provided under section 290.0802, subdivi-
sion 2.

Sec. 7. Minnesota Statutes 1987 Supplement, section 290.06, subdivision
2¢, is amended to read:

Subd. 2c. SCHEDULES OF RATES FOR INDIVIDUALS, ESTATES,
AND TRUSTS. (a) The income taxes imposed by this chapter upon married
individuals filing joint returns and surviving spouses as defined in section 2(a) of
the Internal Revenue Code of 1986 as amended through December 31, 1987,
must be computed by applying to their taxable net income the following sched-
ule of rates:

D Fer taxable years beginning after Peeember 315 1986;
i blos o o

the-tax-is:
not-over-$4,000 4-pereent
over$4;000; butnet = $166-plus-6-pereent-of-the
over-$11-000 exeess-over-$4;,000
over$1-000butnet = $580-plus-Spereentofthe
over-$21-000 exeess-over-$+H5000
ever-$21-000 $1;:380-plusJ-pereent-of

the-excess-over-$21,000
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) For taxable years beginning after December 34; 1087

if taxable income is: the tax is:
not over $19,000 6 percent
over $19,000 $1,140 plus 8 percent of
the excess over $19,000:

plus an amount egual to ten pereent of the tax paid by the taxpayer under
seetion He) of the Internal Revenue Code of 1936; as amended through Decem-
ber 34; 1986 computed using the following schedule of rates:

if taxable income is: the tax is:
over $75,500, but not 0.5 percent of the
over $165,000 excess over $75.500
over $165,000 $447.50.

Married individuals filing separate returns, estates, and trusts must compute
their income tax by applying the above rates to their taxable income, except that
the income brackets will be one-half of the above amounts.

(b) The income taxes imposed by this chapter upon unmarried individuals;

married individuals filing separate returns; estates; and trusts must be computed
by applying to taxable net income the following schedule of rates:

ary 45 1988
noet-over-$3;000 4-pereent
over-$3;000;-but-net $120-plus-6-pereent
ever-$9:000 of the-exeess-over-$3;000
over-$9;000;-but-net $480-plus-8-pereent
over-$16;000 ofthe-exeess-over$5;000
over-$16;000 $1:040-plus-9-pereent
of the-exeess-over-$16;000
) For taxable years beginning after December 31 1987
if taxable income is: the tax is:

not over $13,000 6 percent
over $13,000 $780 plus 8 percent

of the excess over $13,000:

plus an amount equsl to ten percent of the tax paid by the taxpayer under
seetion 1) of the Internal Revenue Code of 1986; as amended through Deecem-
ber 34; 1986 computed using the following schedule of rates:

if taxable income is: the tax is:
over $42,700, but not 0.5 percent of the
over $93,000 excess over $42,700
over $93,000 $251.50.

(c) The income taxes imposed by this chapter upon unmarried individuals
qualifying as a head of household as defined in section 2(b) of the Internal
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Revenue Code of 1986, as amended through December 31, 1986 1987, must be
computed by applying to taxable net income the following schedule of rates:

b For taxeble years beginning after December 315 1986; and before Janu-

&) For taxable years beginning after December 31; 1987

if taxable income is: the tax is:
not over $16,000 6 percent
over $16,000 $960 plus 8 percent

of the excess over $16,000z,

plus an amount equal to ien pereent of the tax paid by the taxpayer under
seetion Hg) of the Internal Revenue Code of 1986; as amended through Peeem-
ber 34; 1986 computed using the following schedule of rates:

if taxable income is: the tax is:
over $64,300, but not 0.5 percent of the
over $135,000 excess over $64,300
over $135,000 $353.50.

(d) In lieu of a tax computed according to the rates set forth in this subdivi-
sion, the tax of any individual taxpayer whose taxable net income for the taxable
year is less than an amount determined by the commissioner must be computed
in accordance with tables prepared and issued by the commissioner of revenue
based on income brackets of not more than $100. The amount of tax for each
bracket shall be computed at the rates set forth in this subdivision, provided
that the commissioner may disregard a fractional part of a dollar unless it
amounts to 50 cents or more, in which case it may be increased to $1.

(e) An individual who is not a Minnesota resident for the entire year must
compute the individual’s Minnesota income tax as provided in this subdivision.
After the application of the nonrefundable credits provided in this chapter, the
tax liability must then be multiplied by a fraction in which:

(1) The numerator is the individual’s Minnesota seureed source federal
adjusted gross income as defined in section 62 of the Internal Revenue Code of
1986, as amended through December 31, 1986, after applying the allocation and
assignability provisions of section 290.081, clause (a), or 290.17; and

(2) the denominator is the individual’s federal adjusted gross income as
defined in section 62 of the Internal Revenue Code of 1986, as amended through
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December 31, 986 1987, increased by the addition required for interest income
from non-Minnesota state and municipal bonds under section 290.01, subdivi-
sion 19a, clause (1).

(f) Any individual who has income which is included in the computation of
federal adjusted gross income but is not subject to tax by Minnesota other than
income specifically allowed as a subtraction under section 290.01, subdivision
19b, shall compute the tax in the same manner described in paragraph (e). The

Sec. 8. Minnesota Statutes 1986, section 290.06, is amended by adding a
subdivision to read:

Subd. 22. CREDIT FOR TAXES PAID TO ANOTHER STATE. (a) A
taxpayer who is liable for taxes on or measured by net income to another state

or province or territory of Canada, as provided in paragraphs (b) through (f),
upon income allocated or apportioned to Minnesota, is entitled to a credit for

actually paid in the taxable year or a subsequent taxable year. A taxpayer who is
a resident of this state pursuant to section 290.01, subdivision 7a, clause (b) and
who is subject to income tax as a resident in the state of the individual’s

similar credit.

(b) For an individual, estate, or trust, the credit is determined by multiply-
ing the tax payable under this chapter by the ratio derived by dividing the -
income subject 1o tax in the other state or province or territory of Canada that
is also subject to tax jn Minnesota while a resident of Minnesota by the taxpay-
er’s federal adjusted gross income, as defined in section 62 of the Internal
Revenue Code of 1986, as amended through December 31, 1987, to the extent

section 290.17, subdivision 5, paragraph (a), the credit is determined by multi-
plying the tax payable under this chapter by the ratio derived from dividing the
total net income subject to tax in the other state or province or territory of
Canada by the taxpayer’s Minnesota taxable income.

(d) The credit determined under paragraph (b) or (c) shall not exceed the
amount of tax so paid to the other state or province or territory of Canada on
the gross income earned within the other state or province or territory of Cana-
da subject to tax under this chapter, nor shall the allowance of the credit reduce
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290.032, the credit allowed under paragraph (a) is the tax assessed by the other
state or province or territory of Canada on the lump sum distribution that is
also subject to tax under section 290,032, and shall not exceed the tax assessed
under section 290.032.

territory of Canada. The taxpayer must submit sufficient proof to show entitle-
ment to a credit.

Sec. 9. Minnesota Statutes 1986, section 290,067, subdivision 1, is amended
to read:

Subdivision 1. AMOUNT OF CREDIT. A taxpayer may take as a credit
against the tax due from the taxpayer and a spouse, if any, under this chapter an
amount equal to the dependent care credit for which the taxpayer is eligible
pursuant to the provisions of section 21 of the Internal Revenue Code subject to
the limitations provided in subdivision 2.

In the case of nonresident or part-year resident, the credit determined under
section 21 of the Internal Revenue Code must be allocated based on the ratio by

Sec. 10. [290.0802] SUBTRACTION FOR THE ELDERLY AND DIS-
ABLED.

Subdivision 1. DEFINITIONS. For purposes of this section, the following
terms have the meanings given.

(a) “Adjusted gross income” means federal adjusted gross income as used in

nary income portion of a lump sum distribution as defined in section 407(e) of
the Internal Revenue Code.

22(c)(2)(B)(iii) of the Internal Revenue Code.

(c) “Internal Revenue Code” means the Internal Revenue Code of 1986, as
amended through December 31, 1987.

(d) “Nontaxable retirement and disability benefits” means the amount of
pension, annuity, or disability benefits that would be included in the reduction
under section 22(c)(3) of the Internal Revenue Code, but excluding tier one
railroad retirement benefits.
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(e) “Qualified individual” means a qualified individual as defined in section
22(b) of the Internal Revenue Code.

Subd. 2. SUBTRACTION. (a) A qualified individual is allowed a subtrac-
tion from federal taxable income equal to the lesser of federal taxable income or

amount over federal taxable income may be used to reduce the amount of a

lump sum distribution subject to tax under section 290.032.

(b)(1) The initial subtraction base amount equals

(1) $10,000 for a married taxpayer filing a joint return if a spouse is a
qualified individual,

(ii) $8.,000 for a single taxpayer, and

(iii) $5.000 for a married taxpaver filing a separate federal return.

(2) The gualified individual’s initial subtraction base amount, then, must be
reduced by the sum of nontaxable retirement and disability benefits and one-half
of the amount of adjusted gross income in excess of the following thresholds:

(1) $15.000 for a married taxpayer filing a joint return if both spouses are
qualified individuals,

(ii) $12,000 for a single taxpayer or for a married couple filing a joint return
if only one spouse is a gualified individual, and

(iii) $7,500 for a married taxpayer filing a separate federal return.

ity income.

(4) The resulting amount is the subtraction base amount.

Sec. 11. Minnesota Statutes 1987 Supplement, section 290.081, is amended
to read:

290.081 INCOME OF NONRESIDENTS, RECIPROCITY; CREDIT FOR
TAXES PAID 7O ANOTHER SFATE.

(a) The compensation received for the performance of personal or profes-
sional services within this state by an individual whose residence, place of
abode, and place customarily returned to at least once a month is in another
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state, shall be excluded from gross income to the extent such compensation is
subject to an income tax imposed by the state of residence; provided that such
state allows a similar exclusion of compensation received by residents of Minne-
sota for services performed therein; ez,

(b) I any taxpayer wheo is a resident of this state; or a domestie eorporation
or eorporation eommereially demiciled therein; has beecome liable for taxes on
or measured by net income to aneother state oF & provinee or territery of
team and all of the team’s ineome is apportioned to Minnesets; any ineome; of
if it 15 & eorporation; estate; or trust; upon income derived from the performance
of personal or professional serviees within such other state or provinee of terri-
tory of Canada and subject to taxation under this chepter the taxpayer shall be
entitled t0 a eredit against the amount of taxes payable under this chapter; of
sueh propertion thereof; as such gross income subjeet to taxation in such state or
provinee or territory of Canada bears to the taxpayer’s entire gress ineeme
subjeet to taxation under this ehapter: provided (D) that such eredit shall in no
event exeeed the ameunt of tax so paid te such other state or provinee or
territory of Canada en the gress inecome earned within such other state or
provinee or territory of Canada and subjeet to taxation under this chaptes; and
&) the allowanece of such eredit shall not operate to reduee the taxes payable
under this ehapter to an amount less than svould have been payable if the gross
ineome earned in sueh other stete or provinece er territory of Canada had been
exeluded in computing net income under this ehapters A taxpayer who i8 a
resident of this state pursuant to seetion 200.04; subdivision 74; elause (2); and
is subjeet to income tax a3 & resident in the state of the individuslls demieile is
not allowed this eredit unless the state of domieile does net allow & simi-
lar eredit:

(e} The commissioner shall by rule determine with respeet to £ross ineome
earned in any other state the applicable elause of this seetion= When it is
deemed to be in the best interests of the people of this state, the commissioner
may determine that the provisions of clause (a) shall not apply. As long as the
provisions of clause (a) apply between Minnesota and Wisconsin, the provisions
of clause (a) shall apply to any individual who is domiciled in Wisconsin.

{&) “Fax So Paid™ as used in this section means taxes on or measured by net
ineome payable to another state or provinee or territory of Canada on income
sueh tax i actually paid in that taxable year; er subsequent taxable years:

For purposes of clause (b); where a Minnesota resident reported an item of
ineeme to Minnesetn and is assessed tax in another state or & provinee of
territery of Canada on that same item of income after the Minnesotn statute of
limitations has expired; the taxpayer shall be allowed to reeeive a eredit for that
year based en elause (b); notwithstanding the provisions of seetiens 20049
290:50; and 290:56: ¥or purpeses of the preeeding sentenee; the burden of
proef shall be on the taxpayer to show entitlemaent to a eredit:
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€e) (c) For the purposes of clause (a), whenever the Wisconsin tax on Minne-
sota residents which would have been paid Wisconsin without clause (a) exceeds
the Minnesota tax on Wisconsin residents which would have been paid Minne-
sota without clause (a), or vice versa, then the state with the net revenue loss
resulting from clause (a) shall receive from the other state the amount of such
loss. This provision shall be effective for all years beginning after December 31,
1972. The data used for computing the loss to either state shall be determined
on or before September 30 of the year following the close of the previous
calendar year.

Interest shall be payable on all delinquent balances relating to taxable years
beginning after December 31, 1977. The commissioner of revenue is authorized
to enter into. agreements with the state of Wisconsin specifying the reciprocity
payment due date, conditions constituting delinquency, interest rates, and a
method for computing interest due on any delinquent amounts.

If an agreement cannot be reached as to the amount of the loss, the commis-
sioner of revenue and the taxing official of the state of Wisconsin shall each
appoint a member of a board of arbitration and these members shall appoint the
third member of the board. The board shall select one of its members as chair.
Such board may administer oaths, take testimony, subpoena witnesses, and
require their attendance, require the production of books, papers and docu-
ments, and hold hearings at such places as are deemed necessary. The board
shall then make a determination as to the amount to be paid the other state
which determination shall be final and conclusive.

Notwithstanding the provisions of section 290.61, the commissioner may
furnish copies of returns, reports, or other information to the taxing official of
the state of Wisconsin, a member of the board of arbitration, or a consultant
under joint contract with the states of Minnesota and Wisconsin for the purpose
of making a determination as to the amount to be paid the other state under the
provisions of this section. Prior to the release of any information under the
provisions of this section, the person to whom the information is to be released
shall sign an agreement which provides that the person will protect the confiden-
tiality of the returns and information revealed thereby to the extent that it is
protected under the laws of the state of Minnesota.

Sec. 12. Minnesota Statutes 1987 Supplement, section 290.17, subdivision
2, is amended to read:

Subd. 2. INCOME NOT DERIVED FROM CONDUCT OF A TRADE
OR BUSINESS. The income of a taxpayer subject to the allocation rules that is
not derived from the conduct of a trade or business must be assigned in accord-
ance with paragraphs (a) to (f):

(a)(1) Subject to paragraphs (a)(2) and (a)(3), income from labor or personal
or professional services is assigned to this state if, and to the extent that, the
labor or services are performed within it; all other income from such sources is
treated as income from sources without this state.
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(2) 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; and

(ii) The amount of income to be assigned to Minnesota for an individual
who is a nonresident, and who is an athlete or entertainer not listed in clause (i),
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.

(3) 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 firefighters’ relief association, by way of payment as a
pension, public employee retirement benefit, or any combination of these, or as
a retirement or survivor’s benefit made from a plan qualifying under section
401, 403, 408, or 409, or as defined in section 403(b) or 457 of the Internal
Revenue Code of 1986, as amended through December 31, 1986, are not consid-
ered 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.

(b) Income or gains from tangible property located in this state that is not
employed in the business of the recipient of the income or gains must be
assigned to this state.

“S” corporation, income or gains from intangible personal property not employed
in the business of the recipient of the income or gains must be assigned to this
state if the recipient of the income or gains is a resident of this state or is a
resident trust or estate.

Gain on the sale of a partnership interest is allocable to this state in the
ratio of the original cost of partnership tangible property in this state to the
original cost of partnership tangible property everywhere, determined at the
time of the sale. If more than 50 percent of the value of the partnership’s assets
consists of intangibles, gain or loss from the sale of the partnership interest is
allocated to this state in accordance with the sales factor of the partnership for
its first full tax period immediately preceding the tax period of the partnership
during which the partnership interest was sold.

Gain on the sale of stock held in an “S” corporation is allocable to this state

within this state to the original cost of tangible property of the “S” corpora-
tion everywhere,

New language is indicated by underline, deletions by strikeout.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 719, Art. 1 LAWS of MINNESOTA for 1988 1778

(d) 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.

(e) Income from winnings on Minnesota pari-mutuel betting tickets and
lawful gambling as defined in section 349.12, subdivision 2, conducted within

(f) All items of gross income not covered in paragraphs (a) to (e) and not
part of the taxpayer’s income from a trade or business shall be assigned to the
taxpayer’s domicile.

Sec. 13. Minnesota Statutes 1987 Supplement, section 290.38, is amended
to read:

290.38 RETURNS OF MARRIED PERSONS.

A husband and wife must file a joint Minnesota income tax return if they
filed a joint federal income tax return. If a joint return is made the tax shall be
computed on the aggregate income and the liability with respect to the tax shall
be joint and several; provided that a spouse who is relieved of a liability attrib-

" utable to a substantial underpayment under section 6013(e) of the Internal
Revenue Code of 1986, as amended through December 31, 1987, shall also be

band and wife have elected to file separate federal income tax returns they must
file separate Minnesota income tax returns. This election to file a joint or sepa-
rate returns must be changed if they change their election for federal purposes.
In the event taxpayers desire to change their election, such change shall be done
in the manner and on such form as the commissioner shall prescribe by rule.

The determination of whether an individual is married shall be made under
provisions of section 7703 of the Internal Revenue Code of 1986, as amended
through December 31, 1986.

Sec. 14. Minnesota Statutes 1986, section 290.39, is amended by adding a
subdivision to read:

Subd. 5. PARTNERSHIPS; NONRESIDENT PARTNERS. (a) The com-
missioner may allow a partnership with five or more nonresident partners to file

sota source income. This composite return must include the names, addresses,
social security numbers, income allocation, and tax liability for all nonresident
partners electing to be covered by the composite return.

(b) The computation of each partner’s tax liability will be determined by

determine the tax liability for individuals under section 290.06, subdivision 2¢.
Nonbusiness deductions, standard deductions, or personal exemptions are
not allowed.
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(c) The partnership must submit a request to use this composite return filing
method for nonresident partners on or before the due date for filing the individ-

ual income tax return. The request may be made a part of the return filed.

(d) The electing partner must not have any Minnesota source income other
than the income from the partnership and other electing partnerships. If it is
determined that the electing partner has other Minnesota source income, the
inclusion of the income and tax liability for that partner under this provision
will not constitute a return to satisfy the requirements of subdivision 1. The

composite return payment was made. If the electing nonresident partner has no
other Minnesota source income, filing of the composite return constitutes a
return for purposes of subdivision 1 of this section.

(e) This subdivision does not preclude the requirement that an individual
pay estimated tax if the individual’s liability would exceed the requirements set

similar to and containing the same information required under paragraph (a).

(® If an electing partner’s share of the partnership’s gross income from
Minnesota sources is less than the filing requirements for a nonresident under
section 290.37, subdivision 1, the tax liability js zero. However, a statement

other than a full-year nonresident individual who has no other Minnesota source
income. '

(h) A corporation defined in section 290.9725 and its nonresident share-
holders may make an election under this subdivision. The provisions covering
the partnership apply to the corporation and the provisions applying to the
partner apply to each shareholder.

(i) Estates and trusts distributing current income only and the nonresident
individual beneficiaries of such estates or trusts may make an election under this
subdivision. The provisions covering the partnership apply to the estate
or trust. The provisions applying to the partner apply to each beneficiary.

Sec. 15. Minnesota Statutes 1987 Supplement, section 290.41, subdivision
2, is amended to read:

Subd. 2. BY PERSONS, CORPORATIONS, COOPERATIVES, GOV-
| * ERNMENTAL ENTITIES OR SCHOOL DISTRICTS. To the extent required
| by section 6041 of the Internal Revenue Code of 1986, as amended through

December 31, 1986 1987, every person, corporation, or cooperative, the state of
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Minnesota and its political subdivisions, and every city, county and school
district in Minnesota, making payments in the regular course of a trade or
business during the taxable year to any person or corporation of $600 or more
on account of rents or royalties, or of $10 or more on account of interest, or $10
or more on account of dividends or patronage dividends, or $600 or more on
account of either wages, salaries, commissions, fees, prizes, awards, pensions,
annuities, or any other fixed or determinable gains, profits or income, not other-
wise reportable under section 290.92, subdivision 7, or on account of earnings of
$10 or more distributed to its members by savings, building and loan associa-
tions or credit unions chartered under the laws of this state or the United States,
(a) shall make a return (except in cases where a valid agreement to participate in
the combined federal and state information reporting system has been entered
into, and such return is therefore filed only with the commissioner of internal
revenue pursuant to the applicable filing and informational reporting require-
ments of the Internal Revenue Code of 1986, as amended through December 31,
1986 1987) in respect to such payments in excess of the amounts specified,
giving the names and addresses of the persons to whom such payments were
made, the amounts paid to each, and (b) shall make a return in respect to the
total number of such payments and total amount of such payments, for each
category of income specified, which were in excess of the amounts specified.
This subdivision shall not apply to the payment of interest or dividends to a
person who was a nonresident of Minnesota for the entire year.

A person, corporation, or cooperative required to file returns under this
subdivision en interest; dividends; or patronage dividend payments with respeet
to more than 50 payees for any ealendar year must file all of these returns on
magnetic media if the media were used to satisfy the federal reporting require-
ment under section 6011(e) of the Internal Revenue Code of 1986, as amended
through December 31, 1987, unless the person establishes to the satisfaction of
the commissioner that compliance with this requirement would be an undue
hardship. o

Sec. 16. Minnesota Statutes 1987 Supplement, section 290.491, is amended
to read:

290.491 TAX ON GAIN; DISCHARGE IN BANKRUPTCY.

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

ty, other real property, or equipment, used in a farm business that was owned
and operated by the taxpayer shall be exempt from taxation under this chapter,

were used solely to discharge indebtedness secured by a mortgage, lien, or other
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security interest on the property sold. For purposes of this section, “insolvent”
means insolvent as defined in section 108(d)(3) of the Internal Revenue Code
of 1954, as amended through December 31, 1985. This paragraph applies only

limited to the excess of the taxpayer’s (1) liabilities over (2) the total assets and
any exclusion claimed under section 108 of the Internal Revenue Code of 1986,

as amended through December 31, 1987, determined immediately before appli-
cation of this paragraph.

(c) For purposes of this section, any tax due under this chapter specifically
includes, but is not limited to, tax imposed under sections 290.02 and 290.03 on
income derived from a sale or exchange, whether constituting gain, discharge of
indebtedness or recapture of depreciation deductions, or the alternative mini-
mum tax imposed under section 290.091.

Sec., 17. Minnesota Statutes 1987 Supplement, section 290.92, subdivision
7, is amended to read:

Subd. 7. WITHHOLDING STATEMENT TO EMPLOYEE OR PAYEE
AND TO COMMISSIONER. (1) Every person required to deduct and withhold
from an employee a tax under subdivision 2a or 3, or section 290.923, subdivi-
sion 2, or who would have been required to deduct and withhold a tax under
subdivision 2a or 3, or persons required to withhold tax under section 290.923,
subdivision 2, determined without regard to subdivision 19, if the employee or
payee had claimed no more than one withholding exemption, or who paid wages
or made payments not subject to withholding under subdivision 2a or 3, or
section 290.923, subdivision 2, to an employee or person receiving royalty pay-
ments in excess of $600, or who has entered into a voluntary withholding
agreement with a payee pursuant to subdivision 20, shall furnish to each such
employee or person receiving royalty payments in respect to the remuneration
paid by such person to such employee or person receiving royalty payments
during the calendar year, on or before January 31 of the succeeding year, or, if
employment is terminated before the close of such calendar year, within 30 days
after the date of receipt of a written request from the employee if the 30-day
period ends before January 31, a written statement showing the following:

(a) Name of such person,

(b) The name of the employee or payee and the employee’s or payee’s social
security account number,

(c) The total amount of wages as that term is defined in subdivision 1(1),
and/or the total amount of remuneration subject to withholding pursuant to
subdivision 20, and the amount of sick pay as required under section 6051(f) of
the Internal Revenue Code of 4954 1986, as amended through December 31,
+985 1987,
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(d) The total amount deducted and withheld as tax under subdivision 2a or
3, or section 290.923, subdivision 2.

(2) The statement required to be furnished by this subdivision in respect of
any remuneration shall be furnished at such other times, shall contain such other
information, and shall be in such form as the commissioner may prescribe.

(3) The commissioner may prescribe rules providing for reasonable exten-
sions of time, not in excess of 30 days, to employers or payers required to
furnish such statements to their employees or payees under this subdivision.

(4) A duplicate of any statement made pursuant to this subdivision and in
accordance with rules prescribed by the commissioner, along with a reconcilia-
tion in such form as the commissioner may prescribe of all such statements for
the calendar year (including a reconciliation of the quarterly returns required to
be filed pursuant to subdivision 6), shall be filed with the commissioner on or
before February 28 of the year after the payments were made.

commissioner on magnetic media, if the media were required to satisfy the
federal reporting requirements pursuant to section 6011(e) of the Internal Reve-
nue Code of 1986, as amended through December 31, 1987, and the regulations
issued under it.

Sec. 18. Minnesota Statutes 1987 Supplement, section 290.92, subdivision
15, is amended to read:

Subd. 15. PENALTIES; FAILURE TO PAY TAX. (1) In the case of any
failure to withhold a tax on wages, or make payments to or deposits with the
commissioner of amounts withheld, as required by this section, within the time
prescribed by law, there shall be added to the tax a penalty equal to three
percent of the amount of tax that should have been properly withheld and paid
over to or deposited with the commissioner if the failure is for not more than 30
days with an additional three percent for each additional 30 days or fraction
thereof during which the failure continues, not exceeding 24 percent in the
aggregate. The amount of the tax together with this amount shall bear interest at
the rate specified in section 270.75 from the time the tax should have been paid
until paid. The amount added to the tax shall be collected at the same time and
in the same manner and as a part of the tax unless the tax has been paid before
the discovery of the negligence, in which case the amount added shall be collect-
ed in the same manner as the tax.

(1a) In the case of a failure to make and file quarterly returns with the
commissioner as required by this section, there shall be added to the tax a
penalty equal to three percent of the amount of tax not properly withheld and
paid over to or deposited with the commissioner if the failure is for not more
than 30 days with an additional five ‘percent of the amount of tax remaining
unpaid during each additional 30 days or fraction thereof during which the
failure continues, not exceeding 23 percent in the aggregate. The amount of the
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tax together with this amount shall bear interest at the rate specified in section
270.75 from the time the tax should have been paid until paid. The amount
added to the tax shall be collected at the same time and in the same manner and
as a part of the tax unless the tax has been paid before the discovery of the
negligence, in which case the amount added shall be collected in the same
manner as the tax.

(1b) In the case of a failure to file a return of tax imposed by this chapter
within 60 days of the date prescribed for filing of the return (determined with
regard to any extension of time for filing), the addition to tax under paragraph
(1a) shall not be less than the lesser of (i) $200; or (ii) the greater of (a) 25
percent of the amount required to be shown as tax on the return without
reduction for any payments made or refundable credits altowable against the tax
or (b) $50.

(1c) Where penalties are imposed under paragraphs (1) and (1a), except for
the minimum penalty under paragraph (1b), the combined penalty percentage
shall not exceed 38 percent in the aggregate.

(2) If any employer required to withhold a tax on wages, make deposits,
make and file quarterly returns and make payments to the commissioner of
amounts withheld, as required by sections 290.92 to 290.97, willfully fails to
withhold the tax or make the deposits, files a false or fraudulent return, willfully
fails to make the payment or deposit, or willfully attempts in any manner to
evade or defeat the tax or the payment or deposit of it, there shall also be
imposed on the employer as a penalty an amount equal to 50 percent of the
amount of tax, less any amount paid or deposited by the employer on the basis
of the false or fraudulent return or deposit, that should have been properly
withheld and paid over or deposited with the commissioner. The amount of the
tax together with this amount shall bear interest at the rate specified in section
270.75 from the time the tax should have been paid until paid. The penalty
imposed by this paragraph shall be collected as a part of the tax, and shall be in
addition to any other penalties civil and criminal, prescribed by this subdivi-
sion.

(3) If any person required under the provisions of subdivision 7 to furnish
a statement to an employee or payee and a duplicate statement to the commis-
sioner, or to furnish a reconciliation of the statements, and quarterly returns, to
the commissioner, willfully furnishes a false or fraudulent statement to an employ-
ee or payee or a false or fraudulent duplicate statement or reconciliation of
statements, and quarterly returns, to the commissioner, or willfully fails to
furnish a statement or the reconciliation in the manner, at the time, and show-
ing the information required by the provisions of subdivision 7, or rules pre-
scribed by the commissioner thereunder, there shall be imposed on the person a
penalty of $50 for each act or failure to act, but the total amount imposed on the
delinquent person for all such failures during any calendar year shall not exceed
$25,000. The penalty imposed by this paragraph is due and payable within ten
days after the mailing of a written demand therefor, and may be collected in the
manner prescribed in subdivision 6, paragraph (8).
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(4) In addition to any other penalties prescribed, any person required to
withhold a tax on wages, file quarterly returns, and make payments or deposits
to the commissioner of amounts withheld, as required by this section, who
attempts to evade the tax by (i) willfully failing to withhold the tax, file the
return, or make the payment or deposit, or (ii) willfully preparing or filing a false
return, is guilty of a gross misdemeanor unless the tax involved exceeds $300, in
which event the person is guilty of a felony.

(5) In lieu of any other penalty provided by law, except the penalty provid-
ed by paragraph (3), any person required under the provisions of subdivision 7
to furnish a statement of wages to an employee and a duplicate statement to the
commissioner, who willfully furnishes a false or fraudulent statement of wages to
an employee or a false or fraudulent duplicate statement of wages to the com-
missioner, or who willfully fails to furnish a statement in the manner, at the
time, and showing the information required by the provisions of subdivision 7,
or rules prescribed by the commissioner thereunder, is guilty of a gross misde-
meanor.

(6) Any employee required to supply information to an employer under the
provisions of subdivisien subdivisions 4a and 5, who willfully fails to supply
information or willfully supplies false or fraudulent information thereunder which
would require an increase in the tax to be deducted and withheld under subdivi-
sion 2a or 3, is guilty of a gross misdemeanor.

(7) The term “person,” as used in this section, includes an officer or employ-
ee of a corporation, or a member or employee of a partnership, who as an
officer, employee, or member is under a duty to perform the act in respect of
which the violation occurs.

(8) All payments received may, in the discretion of the commissioner of
revenue, be credited first to the oldest liability not secured by a judgment or
lien, but in all cases shall be credited first to penalties, next to interest, and then
to the tax due.

(9) In addition to any other penalty provided by law, any employee who
furnishes a withholding exemption certificate or a residency affidavit to an employ-
er which the employee has reason to know contains a materially incorrect state-
ment is liable to the commissioner of revenue for a penalty of $500 for each
instance. The penalty is immediately due and payable and may be collected in
the same manner as any delinquent income tax.

(10) In addition to any other penalty provided by law, any employer who
fails to submit a copy of a withholding exemption certificate or a residency
affidavit required by subdivision 5a, clause (1)(a), (1)(b), or (2) is liable to the
commissioner of revenue for a penalty of $50 for each instance. The penalty is
immediately due and payable and may be collected in the manner provided in
subdivision 6, paragraph (8).

(11) Any person who willfully aids or assists in, or procures, counsels, or
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advises the preparation or presentation under, or in connection with any matter
arising under this section, of a return, affidavit, claim, or other document, which
is fraudulent or false as to any material matter, whether or not the falsity or
fraud is with the knowledge or consent of the person authorized or required to
present the return, affidavit, claim, or document, is guilty of a gross misdemean-
or, unless the tax involved exceeds $300, in which event the actor is guilty of a
felony.

(12) Notwithstanding the provisions of section 628.26, or any other provi-
sion of the criminal laws of this state, an indictment may be found and filed, or
a complaint filed, upon any criminal offense specified in this subdivision, in the
proper court within six years after the commission of the offense.

Sec. 19. Minnesota Statutes 1986, section 290,92, subdivision 21, is amended
to read:

Subd. 21. EXTENSION OF WITHHOLDING TO UNEMPLOYMENT
COMPENSATION BENEFITS, (a) At the time an individual makes a claim for
unemployment compensation benefits, the commissioner of jobs and training
must notify the individual that the individual’s unemployment compensation
may be subject to state income taxes depending on the individual’s other income
and that the individual may elect to have the payments subject to withholding
under this section. If the individual so requests, unemployment compensation

by an employer o an employee for a payroll period.

{b) For purposes of this section, any supplemental unemployment compen-
sation benefit paid to an individual to the extent includable in such individual’s
Minnesota gross income, shall be treated as if it were a payment of wages by an
employer to an employee for a payroll period.

Sec. 20. ESTIMATED TAX EXCEPTION FOR 1987.

For taxable years beginning after December 31, 1986, but beginning before
January 1, 1988, the required amount of the annual payment of the current
year’s tax in determining the underpayment in Minnesota Statutes, section 290.93,
subdivision 10, paragraph (4), clause (a), shall be 80 percent instead of 90
percent and the penalty shall also be reduced by the ratio by which the salary
income subject to withholding bears to the federal adjusted gross income for
1987 as determined under section 62 of the Internal Revenue Code of 1986, as
amended through December 31, 1987. '

Sec. 21. REPEALER.

Minnesota Statutes 1987 Supplement, sections 290.06, subdivision 20; and
290.077, subdivision 1, are repealed.

Sec. 22. EFFECTIVE DATES.
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taxable years beginning after December 31, 1986. Sections §, 7 to 12, 14, 15, 17,
and 21 are effective for taxable years beginning after December 31, 1987. The
deduction allowed under section 4, clause (4) and the ability of surviving spouses
to use the married filing joint rates in section 7 are effective for taxable years

taxable years beginning after December 31, 1984. Section 18 is effective the day
following final enactment.

ARTICLE 2
BUSINESS TAXES

Section 1. Minnesota Statutes 1987 Supplement, section 60A.15, subdivi-
sion 1, is amended to read:

Subdivision 1. DOMESTIC AND FOREIGN COMPANIES. (a) On or
before April 15, June 15, and December 15 of each year, every domestic and
foreign company, including town and farmers’ mutual insurance companies and
domestic mutual insurance companies, shall pay to the commissioner of revenue
installments equal to one-third of the insufer’s total estimated tax for the current
year. For insurers other than town and farmers’ mutual insurance companies
and mutual property and casualty insurance companies other than those (i)
principally writing workers’ compensation insurance, (ii) writing life insurance,

$1,600,000,000, installments must be based on a sum equal to two percent of
the premiums described in paragraph (b). For town and farmers’ mutual insur-
ance companies and mutual property and casualty insurance companies other
than those (i) principally writing workers’ compensation insurance, (ii) writing

exceed $1,600,000.000, the installments must be based on an amount equal to
the following percentages of the premiums described in paragraph (b):

(1) for premiums paid after December 31, 1987, and before January 1,
1989, 1.5 percent;

(2) for premijums paid after December 31, 1988, and before January 1,
1992, one percent; and

(3) for premiums paid after December 31, 1991, one-balf of one percent.

(b) Installments under paragraph (a) are percentages of gross premiums less
return premiums on all direct business received by it the insurer in this state, or
by its agents for it, in cash or otherwise, during such year, excepting premiums
written for marine insurance as specified in subdivision 6.

(c) Failure of a company to make payments of at least one-third of either ¢a)
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(1) the total tax paid during the previous calendar year or {b) (2) 80 percent of
the actual tax for the current calendar year shall subject the company to the
penalty and interest provided in this section.

Sec. 2. Minnesota Statutes 1987 Supplement, section 60E.04, subdivision
4, is amended to read:

Subd. 4. TAXATION, (a) All premiums paid for coverages within this state
to risk retention groups are subject to taxation at the same rate and subject to
the same interest, fines, and penaliies for nonpayment as that applicable to
foreign admitted other insurers.

(b) To the extent agents or brokers are utilized, they shall report and pay the
taxes for the premiums for risks which they have placed with or on behalf of a
risk retention group not chartered in this state. The agents or brokers are
subject to the provisions of sections 60A.195 to 60A.209.

(c) To the extent agents or brokers are not utilized or fail to pay the tax,
each risk retention group shall pay the tax for risks insured within the state.
Each risk retention group shall report all premiums paid to it for risks insured
within the state and shall be subject to the same interest, fines, and penalties for
nonpayment as that applicable to foreign admitted insurers.

Sec. 3. Minnesota Statutes 1986, section 62E.13, is amended by adding a
subdivision to read:

Subd. 10. Premiums received by the writing carrier for the comprehensive
health insurance plan are exempt from the provisions of section 60A.15.

Sec. 4. Minnesota Statutes 1987 Supplement, 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
insurers on the Minnesota Firetown Premium Report and two percent of the
premiums reported to the commissioner by insurers on the Minnesota Aid to
Police Premium Report. The amount for apportionment in respeet to firefishters
state aid shall net be greater or lesser than the amount of premium taxes paid to
the state upoen the premiums reported to the ecommissioner by insurers on the
Minnesota Firctown Premium Repert after subtracting This amount shall be
reduced by the amount required to pay the state auditor’s costs and expenses of
the audits or exams of the firefighters relief associations. 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 commissioner by insurers on the Minnesota Aid to Police Premium Report
after subtracting the amount required to pay the state auditor’s costs and expenses
of the audits or exams of the police relief associations. The amount for appor-
tionment in respect to police state aid shall be distributed to the municipalities
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maintaining police departments 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 commissioner shall calculate the percentage of increase or
decrease reflected in the apportionment over or under the previous year’s availa-
ble state aid using the same premiums as a basis for comparison.

Sec. ‘5. Minnesota Statutes 1986, section 69.031, subdivision 3, is amended
to read:

Subd. 3. APPROPRIATIONS. There is hereby appropriated annually from
the state general fund to the commissioner of revenue an amount sufficient to
make the payments specified in this section and section 69.021 net exceeding
the tax collected.

Sec. 6. Minnesota Statutes 1986, section 237.075, subdivision 8, is amended
to read:

Subd. 8. CHARITABLE CONTRIBUTIONS. The commission shall allow
as operating expenses only those charitable contributions which the commission
deems prudent and which qualify under section 290.21, subdivision 3, clause (b)
or (¢). Only 50 percent of the qualified contributions shall be allowed as
operating expenses.

Sec. 7. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
5, is amended to read:

Subd. 5. DOMESTIC CORPORATIONS. The term “domestic” when applied
to a corporation means a corporation;

(1) created or organized in Minneseta or under its laws: and the term
Lfefeigﬂﬂwhenfhusappﬁeémeaﬁseeefpemﬁeﬂetheﬁhaﬁademes&eeefpef&
District of Columbia, o_r any poh-’-t;c_:a subdivision of any of &e_fo—r'egomg but n_ot
including the commonwealth of Puerto Rico, or any possession of the United
States;

(2) which gualifies as a DISC, as defined in section 992(a) of the Internal
Revenue Code of 1954, as amended through December 31, 1985; or

(3) which qualifies as a FSC, as defined in section 922 of the Internal
Revenue Code of 1986, as amended through December 31, 1987.

Sec. 8. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 5a. FOREIGN CORPORATION. The term “foreign,” when applied
to a corporation, means a corporation other than a domestic corporation.

Sec. 9. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:
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Subd. 6b. FOREIGN OPERATING CORPORATION. The term “foreign
operating corporation,” when applied to a corporation, means a domestic corpo-
ration with the following characteristics:

(1) it is part of a unitary business at least one member of which is taxable in
this state; and

(2) either (i) the average of the percentages of its property and payrolls
assigned to locations inside the United States and the District of Columbia,
excluding the commonwealth of Puerto Rico and possessions of the United
States, as determined under section 290.191 or 290.20, is 20 percent or less; or

Code of 1986, as amended through December 31, 1987.

Sec. 10. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
19, is amended to read:

Subd. 19. NET INCOME. The term “net income” means the federal tax-
able income, as defined in section 63 of the Internal Revenue Code of 1986, as
amended through the date named in this subdivision, incorporating any elec-
tions made by the taxpayer in accordance with the Internal Revenue Code in
determining federal taxable income for federal income tax purposes, and with
the modifications provided in subdivisions 19a to 19f.

in section 851(a) or 851(q) of the Internal Revenue Code, federal taxable income
means investment company taxable income as defined in section 852(b}(2) of
the Internal Revenue Code, except that:

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

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

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

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

Sec. 11. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
19¢, is amended to read:

Subd. 19¢. CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE
INCOME. For corporations, there shall be added to federal taxable income:
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(1) the amount of any deduction taken for federal income tax purposes for
income, excise, or franchise taxes based on net income or related minimum
taxes paid by the corporation to Minnesota, another state, a political subdivision
of another state, the District of Columbia, or any foreign country or possession
of the United States;

(2) interest not subject to federal tax upon obligations of: the United States,
its possessions, its agencies, or its instrumentalities to the extent the obligations
are not subjeet to federal tax; the state of Minnesota or any other state, any of
its political or governmental subdivisions, any of its municipalities, or any of its
governmental agencies or instrumentalities; or the District of Columbia;

(3) exempt interest exempt-interest dividends received as defined in section
852(b)(5) of the Internal Revenue Code of 1986, as amended through December
31, 1986;

(4) the amount of any windfall profits tax deducted under section 164 or
471 of the Internal Revenue Code of 1986, as amended through December 31,
1986;

(5) the amount of any net operating loss deduction taken for federal income

tax purposes under section 172 of the Internal Revenue Code of 1986, as amended -

through December 31, 1986;

(6) the amount of any special deductions taken for federal income tax
purposes under sections 241 to 247 of the Internal Revenue Code of 1986, as
amended through December 31, 1986;

(7) losses from the business of mining, as defined in section 290.05, subdivi-
sion 1, clause (a), that are not subject to Minnesota income tax;

(8) the amount of any capital losses deducted for federal income tax pur-
poses under sections 1211 and 1212 of the Internal Revenue Code of 1986, as
amended through December 31, 1986;

(9) the amount of any charitable contributions deducted for federal income
tax purposes under section 170 of the Internal Revenue Code of 1986, as amended
through December 31, 1986;

(10) the exempt foreign trade income of a foreign sales corporation under
sections 921(a) and 291 of the Internal Revenue Code of 1986, as amended
through December 31, 1986; .

(11) the amount of percentage depletion deducted under sections 611 through
614 and 291 of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1986; and

(12) for certified pollution control facilities placed in service in a taxable
year beginning before December 31, 1986, and for which amortization deduc-
tions were elected under section 169 of the Internal Revenue Code of 1954, as
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amended through December 31, 1985, the amount of the amortization deduc-
tion allowed in computing federal taxable income for those facilities; and

(13) the amount of any deemed dividend from a foreign operating corporation
determined pursuant to section 290.17, subdivision 4, paragraph (g).

Sec. 12. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
19d, is amended to read:

Subd. 19d. CORPORATIONS; MODIFICATIONS DECREASING FED-
ERAL TAXABLE INCOME. For corporations, there shall be subtracted from
federal taxable income after the increases provided in subdivision 19¢:

(1) the amount of foreign dividend gross-up added to gross income for
federal income tax purposes under section 78 of the Internal Revenue Code;

(2) the decrease in salary expense for federal income tax purposes due to
claiming the federal jobs credit under section 51 of the Internal Revenue Code;

(3) any dividend (not including any distribution in liquidation) paid within
the taxable year by a national or state bank to the United States, or to any
instrumentality of the United States exempt from federal income taxes, on the
preferred stock of the bank owned by the United States or the instrumentality;

(4) amounts disallowed for intangible drilling costs due to differences between
this chapter and the Internal Revenue Code in taxable years beginning before
January 1, 1987, as follows:

(i) to the extent the disallowed costs are represented by physical property,
an amount equal to the allowance for depreciation under Minnesota Statutes
1986, section 290.09, subdivision 7, subject to the modifications contained in
subdivision 19¢; and

(ii) to the extent the disallowed costs are not represented by physical proper-
ty, an amount equal to the allowance for cost depletion under Minnesota Stat-
utes 1986, section 290.09, subdivision 8;

(5) the deduction for capital losses pursuant to sections 1211 and 1212 of
the Internal Revenue Code of 1986, as amended through December 31, 1986,
except that:

(i) for capital losses incurred in taxable years beginning after December 31,
1986, capital loss carrybacks shall not be allowed; and

(ii) for capital losses incurred in taxable years beginning after December 31,
1986, a capital loss carryover to each of the 15 taxable years succeeding the loss
year shall be allowed;

(iii) for capital losses incurred in taxable years beginning before January 1,
1987, a capital loss carryback to each of the three taxable years preceding the
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loss year, subject to the provisions of Minnesota Statutes 1986, section 290.16,
shall be allowed; and

(iv) for capital losses incurred in taxable years beginning before January 1,

the provisions of Minnesota Statutes 1986, section 290.16, shall be allowed;

(6) an amount for interest and expenses relating to income not taxable for
federal income tax purposes, if (i) the income is taxable under this chapter and
(ii) the interest and expenses were disallowed as deductions under the provisions
of section 171(a)(2), 265 or 291 of the Internal Revenue Code of 1986, as
amended through December 31, 1986, in computing federal taxable income;

(7) in the case of mines, oil and gas wells, other natural deposits, and timber
for which percentage depletion was disallowed pursuant to subdivision 19c,
clause (11), a reasonable allowance for depletion based on actual cost. In the
case of leases the deduction must be apportioned between the lessor and lessee
in accordance with rules prescribed by the commissioner. In the case of proper-
ty held in trust, the allowable deduction must be apportioned between the
income beneficiaries and the trustee in accordance with the pertinent provisions
of the trust, or if there is no provision in the instrument, on the basis of the
trust’s income allocable to each;

(8) for certified pollution control facilities placed in service in a taxable year
beginning before December 31, 1986, and for which amortization deductions
were elected under section 169 of the Internal Revenue Code of 1954, as amended
through December 31, 1985, an amount equal to the allowance for depreciation
under Minnesota Statutes 1986, section 290.09, subdivision 7;

(9) the amount included in federal taxable income attributable to the credits
provided in Minnesota Statutes 1986, section 273.1314, subdivision 9, or Min-
nesota Statutes, section 469.171, subdivision 6;

income, excise, or franchise taxes based on net income or related minimum
taxes paid by the corporation to Minnesota, another state, a political subdivision
of another state, the District of Columbia, or a foreign country or possession of

income under section 290.01, subdivision 19¢, clause (1), in a prior taxable year;
and

(11) the following percentage of rovalties, fees, or other like income accrued
or received from a foreign operating corporation or a foreign corporation which
is part of the same unitary business as the receiving corporation:

Taxable Year
Beginning After ............. Percentage
December 31, 1988 ........ 50 percent

December 31, 1990........ 80 percent.
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Sec. 13. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
19¢, is amended to read:

Subd. 19¢e. DEPRECIATION MODIFICATIONS FOR CORPORA-
TIONS. In the case of corporations, a modification shall be made for the accel-
erated cost recovery system. The allowable deduction for the accelerated cost
recovery system is the same amount as provided in section 168 of the Internal
Revenue Code with the following modifications. The modifications apply to
taxable years beginning after December 31, 1986, and to property for which
deductions under the Tax Reform Act of 1986, Public Law Number 99-514, are
elected or apply.

(a) For property placed in service after December 31, 1980, and before
January 1, 1987, 40 percent of the allowance pursuant to section 168 of the
Internal Revenue Code of 1954, as amended through December 31, 1985, for
15-, 18-, or 19-year real property shall not be allowed and for all other property
20 percent shall not be allowed.

(b) For property placed in service after December 31, 1987, no modification
shall be made.

(c) For property placed in service after July 31, 1986, and before January 1,
1987, for which the taxpayer elects the deduction pursuant to section 203 of the
Tax Reform Act of 1986, Public Law Number 99-514, and for property placed
in service after December 31, 1986, and before January 1, 1988, 15 percent of
the allowance pursuant to section 168 of the Internal Revenue Code of 1986
shall not be allowed.

(d) For property placed in service after December 31, 1980, and before
January 1, 1987, for which the taxpayer elects to use the straight line method
provided in section 168(b)(3), (H(12), or (j)(1) or a method provided in section
168(e)(2) of the Internal Revenue Code of 1986, as amended through December
31, 1986, but excluding property for which the taxpayer elects the deduction
pursuant to section 203 of the Tax Reform Act of 1986, Public Law Number
99-514, the modifications provided in paragraph (a) do not apply.

(e) For property subject to the modifications contained in paragraphs (a)
and ) (c) and Minnesota Statutes 1986, section 290.09, subdivision 7, clause
(c), the following modification shall be made after the entire amount of the
allowable deduction has been allowed for federal tax purposes for that property
under the provisions of section 168 of the Internal Revenue Code of 1986, as
amended through December 31, 1986. The remaining depreciable basis in those
assets for Minnesota purposes, including the amount of any basis reduction to
reflect the investment tax credit for federal purposes under sections 48(q) and
49(d) of the Internal Revenue Code of 1986, as amended through December 31,
1986, shall be a depreciation allowance computed using the straight line method
over the following number of years:

(1) three-year property, one year;
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(2) five-year and seven-year property, two years;
(3) ten-year property, five years; and
(4) all other property, seven years.

(f) For property placed in service after December 31, 1987, the remaining
depreciable basis for Minnesota purposes that is attributable to the basis reduc-
tion for federal purposes to reflect the investment tax credit under sections 48(q)
and 49(d) of the Internal Revenue Code of 1986, as amended through December
31, 1986, shall be allowed as a deduction in the first taxable year after the entire
amount of the allowable deduction for that property under the provisions of
section 168 of the Internal Revenue Code of 1986, has been allowed, except that
where the straight line method provided in section 168(b)(3) is used, the deduc-
tion provided in this clause shall be allowed in the last taxable year in which an
allowance for depreciation is allowed for that property.

(g) For qualified timber property for which the taxpayer made an election
under section 194 of the Internal Revenue Code of 1986, the remaining depre-
ciable basis for Minnesota purposes is allowed as a deduction in the first taxable
year after the entire allowable deduction has been allowed for federal tax pur-
poses.

(h) The basis of property to which section 168 of the Internal Revenue Code
applies is its basis as provided in this chapter including the modifications pro-
vided in this subdivision and in Minnesota Statutes 1986, section 290.09, subdi-
vision 7, paragraph (c). The recapture tax provisions provided in sections 1245
and 1250 of the Internal Revenue Code of 1986, as amended through December
31, 1986, apply but must be calculated using the basis provided in the preceding
sentence.

(i) The basis of an asset acquired in an exchange of assets, including an
involuntary conversion, is the same as its federal basis under the provisions of
the Internal Revenue Code of 1986, except that the difference in basis due to the
modifications in this subdivision and in Minnesota Statutes 1986, section 290.09,
subdivision 7, paragraph (c), is a deduction as provided in paragraph (e).

Sec. 14. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
29, is amended to read:

Subd. 29. TAXABLE INCOME. For tax years beginning after December
31, 1986, the term “taxable income” means:

(1) for individuals, estates, and trusts, the same as taxable net income;
(2) for corporations, the taxable net income less
(i) the net operating loss deduction under section 290.0935;

(ii) the dividends received deduction under section 290.21, subdivision 4;
and
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(iii) the charitable contribution deduction under section 290.21, subdivision
3: and

Sec. 15. Minnesota Statutes 1987 Supplement, section 290.015, subdivi-
sion 1, is amended to read:

Subdivision 1. GENERAL RULE. A person; other than a resident individ~
uals thet conduets a trade or business with its prineipal place of business outside
of Minnesota i3 subjeet to the taxes impesed by this echapter with respeet to that
irade or business if the trade or business makes sales or reecives other income
thet is assignable or appertionable to this state under seetion 29017 296494
20020, 200:35 or 20036 without regard to physieal presenee in this state;
exeept as provided in subdivision 3: Aetivities that ereate jurisdietion to tax

) heving a place of business in this state;

€2) baving employees; representatives; of independent eontractors eonduet
ing business activities in this state:

€3) regularly selling produets er services of any kind or nature to eustomers
in this state who reeeive the produet or serviee in this state;

) regulasly soliciting business from potentiel customers in this state:

€6) regularly engaging in transactions with eustomers in this state thet invelve

intenpible property; including loans but net property deseribed in subdivisien 3;
paragraph (b); and result in income flowing to the person from within this state;

€5 ewning or leasing tangible personal or real property loeated in this state;

oF

€8) if a finaneial institution; regularly soliciting and reeeiving depeosits from
eustomers in this state:

(a) Except as provided in subdivision 3, a person that conducts a trade or
business that has a place of business in this state, regularly has employees or
independent contractors conducting business activities on its behalf in this state,
or owns or leases real property located in this state or tangible personal property
located in this state as defined in section 290.191, subdivision 6, paragraph (e),
is subject to the taxes imposed by this chapter.

(b) Except as Qrovided in subdivision 3, a person that conducts a trade or
busmess not described in paragraph (a) is subject to the taxes imposed L)x this

|
{
th_ls state without regard to physical presence in this state.
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(c) For purposes of paragraph (b), business from within this state includes,
but is not limited to:

(1) sales of products or services of any kind or nature to customers in this
state who receive the product or service in this state;

(2) sales of services which are performed from outside this state but the
"benefits of which are consumed in this state;

and result in income flowing to the person from within this state as provided in
section 290.191;

(1) the distribution, by mail or otherwise, without regard to the state from
which such distribution originated or in which the materials were prepared, of
catalogs, periodicals, advertising flyers, or other written solicitations of business
to customers in this state;

(2) display of advertisements on billboards or other outdoor advertising in
this state;

(3) advertisements in newspapers published in this state;

(4) advertisements in trade journals or other periodicals, the circulation of
which is primarily within this state;

(3) advertisements in a Minnesota edition of a national or regional publica-
tion or a limited regional edition of which this state js included of a broader
regional or national publication which are not placed in other geographically

(6) advertisements in regional or national publications in an edition which
is not by its contents geographically targeted to Minnesota, but which is sold
over the counter in Minnesota or by subscription to Minnesota residents;

(7) advertisements broadcast on a radio or television station located in
Minnesota; or

(8) any other solicitation by telegraph, telephone, computer data base, cable,
optic, microwave, .or other communication system.

Sec. 16. Minnesota Statutes 1987 Supplement, section 290.015, subdivi-
sion 2, is amended to read:
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Subd. 2. PRESUMPTION. (a) A person is presumed, subject to rebuttal,
to be engaged in regular selieitation within this state if it conduets transaetions
deseribed in any of subdivision 1; elauses (3) to (6); with 20 or more residents of
this state during any tax period or if a finencial institution; if the sum of its
assets and the abselute value of its depesits atiributable to soureces within this
state equals or execeds $5;000;000: Assets and deposits must be attributed to
290:491 obtaining or regularly soliciting business from within this state if:

vision 1, paragraph (b), without repard to transactions described in subdivision
3, with 20 or more persons within this state during any tax period; or

(2) it is a financial institution as defined in section 290.01, subdivision 4a,

sources within this state equals or exceeds $5,000,000, with assets and deposits
attributed to sources within this state by applying the principles established

under section 290.191, except as provided in subdivision 3.

(b) A financial institution that (i) is not engaged in activities within this
state under subdivision 1, paragraph (a), and (ii) does not satisfy the require-
ments of paragraph (a) is not subject to taxes imposed by this chapter.

Sec. 17. Minnesota Statutes 1987 Supplement, section 290.015, subdivi-
sion 3, is amended to read:

Subd. 3. EXCEPTIONS. (a) A person is not subject to tax under this
chapter if the person is engaged in the business of selling tangible personal
property and taxation of that person under this chapter is precluded by Public
Law Number 86-272, United States Code, title 15, sections 381 to 384 or would

property in a state licensed facility under chapter 231.

(b) Ownership of an interest in the following types of property (including
those contacts with this state reasonably required to evaluate and complete the
acquisition or disposition of the property, the servicing of the property or the
income from it, the collection of income from the property, or the acquisition or
liquidation of collateral relating to the property) shall not be a factor in deter-
mining whether the owner is subject to tax under this chapter:

(1) an interest in a real estate mortgage investment conduit, a real estate
investment trust, or a regulated investment company, as those terms are defined
in the Internal Revenue Code of 1986, as amended through December 31, 1986;
and

(2) an interest in a loan-backed, mortgage-backed, or receivable-backed secur-
ity representing either: (i) ownership in a pool of promissory notes, mortgages,
or receivables or certificates of interest or participation in such notes, mortgages,
or receivables, or (ii) debt obligations or equity interests which provide for
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payments in relation to payments or reasonable projections of payments on the
notes, mortgages, or receivables, and which are issuéd by a financial institution
or by an entity substantially all of whose assets consist of promissory notes,
mortgages, receivables, or interests in them;

. (3) an interest in any assets described in section 290.191, subdivision 11,
paragraphs (e) to (1), and in which the payment obligations embodies in such
assets were solicited and entered into by persons independent and not acting on
behalf of the owner;

(4) an interest in the right to service, or collect income from any assets
described in section 290.191, subdivision 11, paragraphs (e) to (1), and in which
the payment obligations embodied in such assets were solicited and entered into
by persons independent and not acting on behalf of the owner;,

(5) an interest of a person other than an individual, estate, or trust, in any
intangible, angiblez real, or personal property acquired in satisfaction, whether
in whole or in part, of of any asset embodying a payment  obligation which is in
default, whether secured or unsecured, the ownership of an interest in wh1ch
would be exempt under th_e preceding provisions of this s subdivision, provided
the property is disposed of within a reasonable period of time; or

with th_e terms of property described in this subdivision.

If the person is a member of the unitary group, paragraph (b) does not apply
to an interest acquired from another member of the unitary group.

Sec. 18. Minnesota Statutes 1987 Supplement, section 290.015, subdivi-
sion 4, is amended to read:

Subd. 4. LIMITATIONS. (a) This section does not (1) subject a trade or
business to any regulation, including any tax, of any local unit of government or
subdivision of this state if the trade or business does not own or lease tangible or
real property located within this state and has no employees or independent
contractors present in this state to assist in the carrying on of the business; of )
exelude a irade or business from the fling requirements of the notice of business

(b) The purchase of tangible personal property or intangible property or

services by a person that conducts a trade or business with the principal place of
business outside of Minnesota (the “non Minnesota person”) from a person

non-Minnesota person is subject to the taxes imposed by this chapter, except @
services involving either the direct solicitation of Minnesota customers or rela-
tionships with Minnesota customers after sales are made.

(c) No contact with any Minnesota financial institution by any financial
institution with its principal place of business outside Minnesota with respect to
transactions described in subdivision 3, or with respect to deposits received
from or by a Minnesota financial institution, shall be taken into account in
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determining whether such a financial institution is subject to the taxes imposed
by this chapter. The fact of participation by a Minnesota financial institution in

is subject to the taxes imposed by this chapter. This paragraph does not apply
to transactions between or among members of the same unitary group.

Sec. 19. Minnesota Statutes 1987 Supplement, section 290.06, subdivision
1, is amended to read:

Subdivision 1. COMPUTATION, CORPORATIONS. (a) The franchise
tax imposed by this chapter upon corporations shall be computed by applying to
their taxable income the rate of 9.5 percent adjusted as provided in paragraph

(b).

(b) For taxable years beginning after December 31, 1989, the commissioner
of revenue must adjust the rate provided in paragraph (a) as provided in this
paragraph. By December 15, 1989, the commissioner shall prepare a forecast of
revenues predicted to be raised for taxable years beginning in 1990 by the
franchise tax on corporations under this chapter for taxable years beginning in
1990, including the tax under section 290.092, computed as if the tax were
imposed under section 290.092, subdivisions 1 to 4, and the rate in effect in this
subdivision were 9.5 percent. The commissioner shall adjust the rate provided
in paragraph (a) so that the amount forecast to be raised by the franchise tax on
corporations under this chapter, including the tax under section 290.092, subdi-
vision 3, is equal to the amount of the forecast computed as if the tax under
section 290,092, subdivisions 1 to 4, were in effect. The adjustment of the tax
rate by the commissioner under this subdivision shall not be considered a “rule”
and shall not be subject to the administrative procedure act contained in chap-
ter 14,

Sec. 20. Minnesota Statutes 1987 Supplement, section 290.06, subdivision
21, is amended to read:

Subd. 21. ALTERNATIVE MINIMUM TAX. (a) A corporation is allowed
a credit for alternative minimum tax previously paid for any taxable year in
which the corporation has no tax liability under section 290.092, subdivision 1,
and has an alternative minimum tax credit carryover from a previous year. The
credit allowable in any taxable year shall be equal to the lesser of (1) the excess
of the tax under section 290.06 for the taxable year over the amount computed
under section 290.092, subdivision 1, clause ¢&) (1), for the taxable year, or (2)
the alternative minimum tax credit carryover to the taxable year.

(b) The tax imposed under section 290,092, subdivision 1, for any taxable
year is & eredit for an alternative minimum tax previeusly paid whieh is a credit
carryover to each of the five taxable years succeeding the taxable year. The
entire amount of the alternative minimum tax credit must be carried to the
earliest of the taxable years year to which such amount may be carried. Fhe
portion of the alternative minimuin tax eredit which is earried to each of the
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other taxable years to which the eredit may be earried is the exeess; if any; of the
eredit ever the ameount allowable under paragraph () for each of the taxable
years to which the eredit may be earried: In each taxable year in whieh a eredit
eredit may be earsied Any unused portion of the credit must be carried to the
following taxable year. No credit may be carried to a taxable year more than
five years after the taxable year in which the alternative minimum tax was paid.

Sec. 21. Minnesota Statutes 1987 Supplement, section 290.092, subdivi-
sion 3, is amended to read:

Subd. 3. ALTERNATIVE MINIMUM TAX BASE. The alternative mini-
mum tax base equals the sum of:

(1) the total amount of Minnesota sales and or receipts;
(2) the amount of the taxpayer’s total Minnesota property; and
(3) the taxpayer’s total Minnesota payrolls;

less the exemption amount, if any.

Sec. 22. Minnesota Statutes 1987 Supplement, section 290.092, subdivision
4, is amended to read:

Subd. 4. DEFINITIONS. (a) “Minnesota sales ané or receipts” means the
total sales apportioned to Minnesota pursuant to section 290.191, subdivision 5,
the total receipts attributed to Minnesota pursuant to section 290.191, subdivi-
sions 6 to 8, and/or the total sales or receipts apportioned or attributed to
Minnesota pursuant to any other apportionment formula applicable to the tax-
payer.

(b) “Minnesota property” means total Minnesota tangible property as pro-
vided in section 290.191, subdivisions 9 to 11, and any other tangible property
located in Minnesota except as provided jn subdivision 4a. Intangible property
shall not be included in Minnesota property for purposes of this section. Tax-
payers who do not utilize tangible property to apportion income shall neverthe-
less include Minnesota property for purposes of this section. ¥or the first five
taxable years during which & corperation is subjeet to taxation under this chep-
‘ter; the amount of its Minnesota property and payrolls shall be deemed to be
zero for purpeses of this seetion On a return for a short taxable year, the amount
of Minnesota property owned, as determined under section 290.191, shall be
included in Minnesota property based on a fraction in which the numerator is

(c) “Minnesota payrolls” means total Minnesota payrolls as provided in
section 290.191, subdivision 12, except as provided in subdivision 4a. Taxpay-
ers who do not utilize payrolls to apportion income shall nevertheless include
Minnesota payrolls for purposes of this section.
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(d) The “exemption amount” equals the lesser of (1) the sum of the taxpay-
er’s Minnesota sales and or receipts, property, and payrolls, as defined in this
section, or (2) $5,000,000 reduced by one-half of the amount of the taxpayer’s
total sales and receipts, property, and payrolls, as defined in this section, in

equals the lesser of (1) the sum of the unitary group’s Minnesota sales or
receipts, property, and payrolls or (2) $5,000,000 reduced by one-half of the
unitary group’s total sales or receipts, property, and payrolls in excess of $10,000,000.
Each member of a unitary group may use a portion of the unitary group’s

unitary members subject to the taxes imposed by this chapter. Total sales and
receipts, property, and payroll means the total determined under section 290.191
as the denominator of the apportionment formula. For purposes of this section,
taxpayers who use an apportionment formula that does not include sales or
receipts, property, and payrolls shall, nevertheless, use those amounts as defined

the amount of total property owned, as determined under section 290.191, shall
be included in Minnesota property based on a fraction in which the numerator
is the number of days in the short taxable year and the denominator is 365. In

the case of a unitary business, the exemption amount must reflect the factors of

the eombined repert defined in section 290.17, subdivision 4. A corporation
that has as its sole or primary business activity (1) the providing of professional
services, as defined in section 319A.02; (2) operation as a financial institution, as
defined in section 290.01, subdivision 4a; (3) sales or management of real estate;
or (4) operation as an insurance agency, as defined in section 60A.02, does not
have an exemption amount.

Sec. 23. Minnesota Statutes 1987 Supplement, section 290.092, is amended
by adding a subdivision to read:

during which a corporation is subject to taxation under this chapter, the amount
of its Minnesota property and payrolls must be excluded from the alternative
minimum tax base unless it is disqualified in this subdivision. A corporation is
considered subject to taxation under this chapter if it would be subject to
Minnesota’s jurisdiction to tax as provided in section 290.015, before claiming
this exclusion. The following does not qualify for this exclusion;

(1) a corporation that is a member of a unitary group that includes at least

business within this state at least five taxable years before the taxable year in
which this exclusion is claimed;
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(3) corporations created by: reorganizations, as defined in section 368 of
the Internal Revenue Code of 1986, as amended through December 31, 1987; or
split-ups, split-offs, or spin-offs, as described in section 355 of the Internal
Revenue Code of 1986, as amended through December 31, 1987; or the transfer

Code of 1986, as amended through December 31, 1987, where the surviving,
newly formed, or acquiring corporation conducts substantially the same activi-
ties as the predecessor corporation, regardless of whether or not the survivor
corporation also conducts additional activities, and the predecessor corporation
would not otherwise qualify for this exclusion if it had continued to conduct
those activities;

(4) any change in identity or form of business where the original business
entity would have been subject to Minnesota’s taxing jurisdiction, as provided in
section 290.015, at least five taxable years before the taxable year in which this
exclusion js claimed;

(5) a corporation, the primary business activity of which is the providing of
professional services as defined in section 319A.02, operation as a financial
institution, as defined in section 290.01, subdivision 4a; sales or management of
real estate; or operation as an insurance agency, as defined in section 60A.03; or

subdivision,

Sec. 24. Minnesota Statutes 1987 Supplement, section 290.092, subdivi-
sion 5, is amended to read:

Subd. 5. IMPOSITION OF TAX AFTER 1989. For taxable years begin-
ning after December 31, 1989, in addition to the taxes computed under this
chapter witheut regard to this seetion, the franchise tax imposed on corporations
includes a tax equal to the exeess; if any; off

€9 40 percent of the tax imposed upon the corporation under section 55(a)
of the Internal Revenue Code of 1986, as amended through December 31, 1986,
apportioned to Minnesota under section 290.191. In computing the amount of
the liability under section 55(a) of the Internal Revenue Code of 1986, the
regular federal tax liability under section 55(a)(2) of the Internal Revenue Code
of 1986, must be determined using federal taxable income as modified by sec-
tions 290.01, subdivisions 19¢ and 19d, 290.095, and 290.21, and alternative
minimum taxable income under section 56 of the Internal Revenue Code of
1986 must be computed as if the section 290.095 restrictions on net operating
losses applied.

) the amount of tax computed under this chapter without regard to this
seetions
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Sec. 25. Minnesota Statutes 1987 Supplement, section 290.095, subdivi-
sion 1, is amended to read:

Subdivision 1. ALLOWANCE OF DEDUCTION,. (a) There shall be allowed
as a deduction for the taxable year the amount of any net operating loss deduc-
tion as provided in section 172 of the Internal Revenue Code of 1986, as
amended through December 31, 1986, subject to the limitations and modificat-
ions provided in this section.

(b) A net operating loss deduction shall be available under this section only
to corporate taxpayers except that subdivisions 7, 9, and 11 hereof apply only to
individuals, estates, and trusts.

defined in section 851(a) or 851(q) of the Internal Revenue code of 1986, as
amended through December 31, 1987, the deduction provided by this section
shall not be allowed.

Sec. 26. Minnesota Statutes 1987 Supplement, section 290.095, subdivi-
sion 2, is amended to read:

Subd. 2. DEFINED AND LIMITED. (a) The term “net operating loss” as
used in this section shall mean a net operating loss as defined in section 172(c)
of the Internal Revenue Code of 1986, as amended through December 31, 1986,
with the modifications specified in subdivision 4. The deductions provided in
section 290.21 and the modification provided in section 290.01, subdivision
19d, clause (11), cannot be used in the determination of a net operating loss.

(b) The term “net operating loss deduction” as used in this section means
the aggregate of the net operating loss carryovers to the taxable year, computed
in accordance with subdivision 3. The provisions of section 172(b) of the Inter-
nal Revenue Code of 1986, as amended through December 31, 1986, relating to
the carryback of net operating losses, do not apply.

Sec. 27. Minnesota Statutes 1987 Supplement, section 290.095, subdivi-
sion 3, is amended to read:

Subd. 3. CARRYOVER, (a) A net operating loss fer any taxable year
incurred in a taxable year: (i) beginning after December 31, 1986, shall be a net
operating loss carryover to each of the 15 taxable years following the taxable
year of such loss; (ii) beginning before January 1, 1987, shall be a net operating

loss subject to the provisions of Minnesota Statutes 1986, section 290.095; and
(iii) beginning before January 1, 1987, shall be a net operating loss carryback to
each of the three taxable years preceding the loss year subject to the provisions
of Minnesota Statutes 1986, section 290.095.

(b) The entire amount of the net operating loss for any taxable year shall be
carried to the earliest of the taxable years to which such loss may be carried.
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The portion of such loss which shall be carried to each of the other taxable years
shall be the excess, if any, of the amount of such loss over the sum of the taxable
net income, adjusted by the modifications specified in subdivision 4, for each of
the taxable years to which such loss may be carried.

(c) Where a corporation does business both within and without Minnesota,
and apportions its income under the provisions of section 290.191, the net
operating loss deduction incurred in any taxable year shall be allowed to the
extent of the apportionment ratio of the loss year.

(d) No additional net operating loss deduction is allowed in a subsequent
taxable year for the portion of a net operating loss deduction incurred in any
taxable year used to offset Minnesota income in a year in which the taxpayer is
subject to the alternative minimum tax in section 290.092.

Sec. 28. Minnesota Statutes 1987 Supplement, section 290.095, is amended
by adding a subdivision to read:

Subd. 12. UNITARY GROUP; CARRYBACK; CARRYFORWARD. A tax-
payer may elect a net operating loss carryback to each of the three taxable years

of the five taxable years following the taxable year of the loss, notwithstanding
subdivision 3, clause (a). The net operating loss carryback and carryover allowed
under this subdivision is limited to the part of the net operating loss attributable
to the deduction allowed for bad debts under section 166(a) of the Internal
Revenue Code of 1986, as amended through December 31, 1987. The part of

considered a separate net operating loss for the year to be applied before the
other part of the net operating loss. This subdivision applies only to taxpayers

585(c)(2)(A) of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1987, and includes all corporations included in the unitary group and

Sec. 29. Minnesota Statutes 1987 Supplement, section 290.10, is amended
to read:

290.10 NONDEDUCTIBLE ITEMS.

ing any other provisten of law Except as provided in section
290.17, subdivision 4, paragraph (i), in computing the net income of a corpora-
tion no deduction shall in any case be allowed for expenses, interest and taxes
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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
corporations engaged in the business of mining or producing iron ore, the min-
ing of which is subject to the occupation tax imposed by section 298.01, subdivi-
sion 1, and the provisions of section 298.031, this shall not prevent the deduction
of expenses and other items to the extent that the expenses and other items are
allowable under this chapter and are not deductible, capitalizable, retainable in
basis, or taken into account by allowance or otherwise in computing the occupa-
tion tax and do not exceed the amounts taken for federal income tax purposes
for that year. Occupation taxes imposed under chapter 298, royalty taxes imposed
under chapter 299, or depletion expenses may not be deducted under this clause.

Sec. 30. Minnesota Statutes 1987 Supplement, section 290.17, subdivision
4, is amended to read:

Subd. 4. UNITARY BUSINESS PRINCIPLE. (2) If a trade or business
conducted wholly within this state or partly within and partly without this state
is part of a unitary business, the entire income of the unitary business is subject
to apportionment pursuant to section 290.191. Notwithstanding subdivision 2,
paragraph (c), none of the income of a unitary business is considered to be
derived from any particular source and none may be allocated to a particular
place except as provided by the applicable apportionment formula. The provi-
sions of this subdivision do not apply to farm income subject to subdivision 5,
paragraph (a), business income subject to subdivision 5, paragraph (b) or (c),
income of an insurance company determined under section 290.35, or income of
an investment company determined under section 290.36.

(b) The term “unitary business” means business activities or operations
which are of mutual benefit, dependent upon, or contributory to one another,
individually or as a group. The term may be applied within a single legal entity
or between multiple entities and without regard to whether each entity is a
corporation, a partnership or a trust,

(c) Unity is presumed whenever there is unity of ownership, operation, and
use, evidenced by centralized management or executive force, centralized pur-
chasing, advertising, accounting, or other controlled interaction, but the absence
of these centralized activities will not necessarily evidence a nonunitary busi-
ness.

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

(e) Unity of ownership is not deemed to exist when a corporation is involved
unless that corporation is a member of a group of two or more business entities
and more than 50 percent of the voting stock of each member of the group is
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directly or indirectly owned by a common owner or by common owners, either
corporate or noncorporate, or by one or more of the member corporations of the

group.

(f) Fer purpeses of determining the net income of & unitary business and the
factors to be used in the apportionment of net inecome pursuant {0 section
200:104 or 200:20; there must be included only the ineome and appertionment
faetors of eorporations or other entities ereated or organized in the United
States or under the laws of the United States or of any state; the Distriet of
Ceolumbia; the eommenwealth of Puerto Rico; any pessession of the United
States; or any politieal subdivision of any the feregoing and of any FSC as
defined in seetion 922 of the Internal Revenue Code of 1986; as amended
through Deecember 315 1986; that are determined to be part of the unitary
oF other entities erganized in foreign eountries might be included in the unitery
business: The net income and apportionment factors under section 290.191 or
290.20 of foreign corporations and other foreign entities which are part of a
unitary business shall not be included in the net jncome or the apportionment

factors of the unitary business. A foreign corporation or other foreign entity

return basis. The net income and apportionment factors under section 290.191
or 290.20 of foreign operating corporations shall not be included in the net

income or the apportionment factors of the unitary business except as provided
in paragraph (g).

(g) The adjusted net income of a foreign operating corporation shall be

shareholder thereof, in proportion to each shareholder’s ownership, with which
such corporation js engaged in a unitary business. Such deemed dividend shall
be treated as a dividend under section 290.21, subdivision 4.

Dividends actually paid by a foreign operating corporation to a corporate
shareholder which is a member of the same unitary business as the foreign

business in preparing a combined report for the unitary business. The adjusted
net income of a foreign operating corporation shall be its net income adjusted as
follows:

(1) any taxes paid or accrued to a foreign country, the commonwealth of
Puerto Rico, or a United States possession or political subdivision of any of the
foregoing shall be a deduction; and

foreign corporations or foreign operating corporations under section 290.01,
subdivision 19d, clause (11), shall not be allowed.

If a foreign operating corporation incurs a net loss, neither income nor
deduction from that corporation shall be included in determining the net income
of the unitary business.
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(h) For purposes of determining the net income of a unitary business and
the factors to be used in the apportionment of net income pursuant to section
290.191 or 290.20, there must be jncluded only the income and apportionment
factors of domestic corporations or other domestic entities other than oreign

pursuant to this subdivision, notwithstanding that foreign corporations or other
foreign entities might be included in the unitary business.

(i) Deductions for expenses, interest, or taxes otherwise allowable under this
chapter that are connected with or allocable against dividends, deemed divi-
dends described in paragraph (g) or rovalties, fees, or other like income described
in section 290.01, subdivision 19d, clause (11), shall not be disallowed.

) (j) Each corporation or other entity that is part of a unitary business
must file combined reports as the commissioner determines. On the reports, all
intercompany transactions between entities included pursuant to paragraph
(h) must be eliminated and the entire net income of the unitary business deter-
mined in accordance with this subdivision is apportioned among the entities by
using each entity’s Minnesota factors for apportionment purposes in the numer-
ators of the apportionment formula and the total factors for apportionment
purposes of all entities included pursuant to paragraph ¢ (b) in the denomina-
tors of the apportionment formula.

edina combined 1 report for a fractional part of the common accounting period
f the combined report:

(k) If a corporation has been divested from a unitary business and is includ-
ed i
(5

(1) its income includable in the combined report is its income incurred for
that part of the year determined by proration or separate accounting; and

(2) its sales, property, and payroll included in the apportionment formula
must be prorated or accounted for separately.

Sec. 31. Minnesota Statutes 1987 Supplement, section 290.191, subdivi-
sion 1, is amended to read:

Subdivision 1. GENERAL RULE., Except as otherwise provided in section
290.17, subdivision 5, the net income from a trade or business carried on partly
within and partly without this state must be apportioned to this state as provid-
ed in this section. For purposes of this section, state means a state of the United |
States, the District of Columbia, the commonwealth of Puerto Rlcoj or any
territory or possession of the United States or any forelgn country.

Sec. 32. Minnesota Statutes 1987 Supplement, section 290.191, subdivi-
sion 4, is amended to read:

Subd. 4. APPORTIONMENT FORMULA FOR CERTAIN MAIL ORDER
BUSINESSES. If the business consists exclusively of the selling of tangible
personal property and services in response to orders received by United States
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mail or telephone, and +86 99 percent of the taxpayer’s property and payroll is
within Minnesota, then the taxpayer may apportion net income to Minnesota
based solely upon the percentage that the sales made within this state in connec-
tion with the trade or business during the tax period are of the total sales
wherever made in connection with the trade or business during the tax period.
Property and payroll factors are disregarded. In determining eligibility for this
subdivision, the sale not in the ordinary course of business of tangible or intan-
gible assets used in conducting business activities must be disregarded. Fhis
1988

Sec. 33. Minnesota Statutes 1987 Supplement, section 290.191, subdivi-
sion 5, is amended to read:

Subd. 5. DETERMINATION OF SALES FACTOR. () For purposes of
this section, the following rules apply in determining the sales factor.

) (2) The sales factor includes all sales, gross earnings, or receipts received
in the ordinary course of the business, except that the following types of income
are not included in the sales factor:

(1) interest;
(2) dividends;

(3) sales of capital assets as defined in section 1221 of the Internal Revenue
Code of 1986, as amended through December 31, 1987;

(4) sales of property used in the trade or business, except sales of leased
property of a type which is regularly sold as well as leased;

(5) sales of debt instruments as defined in section 1275(a)(1) of the Internal
Revenue Code of 1986, as amended through December 31, 1987, or sales of
stock; and :

tion from federal taxable income under section 290.01, subdivision 19(d)(11).

(b) Sales of tangible personal property are made within this state if the
property is received by a purchaser at a point within this state, and the taxpayer
is taxable in this state, regardless of the f.o.b. point, other conditions of the sale,
or the ultimate destination of the property.

(c) Tangible personal property delivered to a common or contract carrier or
foreign vessel for delivery to a purchaser in another state or nation is a sale in
that state or nation, regardless of f.0.b. point or other conditions of the sale.

(d) Notwithstanding paragraphs (b) and (c), when intoxicating liquor, wine,
fermented malt beverages, cigarettes, or tobacco products are sold to a purchaser
who is licensed by a state or political subdivision to resell this property only
within the state of ultimate destination, the sale is made in that state.
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(e) Sales made by or through a corporation that is qualified as a domestic
international sales corporation under section 992 of the Internal Revenue Code
are not considered to have been made within this state.

(f) Sales; other than sales of tengible personal property; are made in this
state if the property is used; or the benefits of the serviees are eonsumed; in this
state: If the preperty i5 used or the benefits of the services are eonsumed in
mere than one state; the sales must be epportioned pro rate aceerding to the
portion of use or consumption of benefits in this state: Sales, rents, royalties,
and other income in connection with real property is attributed to the state in
which the property is located.

(g) Receipts from the lease or rental of tangible personal property, including
finance leases and true leases, must be attributed to this state if the property is

e [ AR d AR

Moving property including, but not limited to, motor vehicles, rolling stock,
aircraft, vessels, or mobile equipment is located in this state if:

(1) the operation of the property is entirely within this state; or

(h) Royalties and other income not described in paragraph (a), clause (6),
received for the use of or for the privilege of using intangible property, including
patents, know-how, formulas, designs, processes, patterns, copyrights, trade names,
service names, franchises, licenses, contracts, customer lists, or similar items,
must be attributed to the state in which the property is used by the purchaser.
If the property is used in more than one state, the royalties or other income
must be apportioned to this state pro rata according to the portion of use in this
state. If the portion of use in this state cannot be determined, the royalties or
other income must be excluded from both the numerator and the denominator.

property or the rights therein in the regular course of its business operations in
this state, regardless of the location of the purchaser’s customers.

(i) Sales of intangible property are made within the state in which the
property is used by the purchaser, If the property is used in more than one
state, the sales must be apportioned to this state pro rata according to the

purchaser used the intangible property in the regular course of its business
operations in this state.

() Receipts from the performance of services must be attributed to the state
in which the benefits of the services are consumed. If the benefits are consumed
in more than one state, the receipts from those benefits must be apportioned to
this state pro rata according to the portion of the benefits consumed in this state.
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Sec. 34. Minnesota Statutes 1987 Supplement, section 290.191, subdivi-
sion 6, is amended to read:

Subd. 6. DETERMINATION OF RECEIPTS FACTOR FOR FINAN-
CIAL INSTTTUTIONS. (a) For purposes of this section, the rules in this subdivision |
and subdivisions 7 and 8 apply in determining the receipts factor for financial }
institutions.

(b) “Receipts” for this purpose means gross income, including net taxable
gain on disposition of assets, including securities and money market transaetions
instruments, when derived from transactions and activities in the regular course
of the taxpayer’s trade or business.

(c) “Money market instruments” means federal funds sold and securities
purchased under agreements to resell, commercial paper, banker’s acceptances,
and purchased certificates of deposit and similar instruments to the extent that
the instruments are reflected as assets under generally accepted accounting prin-
ciples.

(d) “Securities” means United States Treasury securities, obligations of United
States government agencies and corporations, obligations of state and political
subdivisions, corporate stock and other securities, participations in securities
backed by mortgages held by United States or state government agencies, loan-
backed securities and similar investments to the extent the investments are
reflected as assets under generally accepted accounting principles.

(e) Receipts from the lease or rental of real or tangible personal property,
including both finance leases and true leases, must be attributed to this state if
the property is located in this state. Tangible personal property that is charac-
teristically moving property, such as motor vehicles, rolling stock, aircraft, ves-
sels, mobile equipment, and the like, is considered to be located in a state if:

(1) the operation of the property is entirely within the state; or

(2) the operation of the property is in two or more states, but the principal
base of operations from which the property is sent out is in the state.

(f) Interest income and other receipts from assets in the nature of loans that
are secured primarily by real estate or tangible personal property must be attri-
buted to this state if the security property is located in this state under the
principles stated in paragraph (e).

(g) Interest income and other receipts from consumer loans not secured by
real or tangible personal property that are made to residents of this state, whether
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at a place of business, by traveling loan officer, by mail, by telephone or other
electronic means, must be attributed to this state.

(h) Interest income and other receipts from commercial loans and install-
ment obligations not secured by real or tangible personal propefty must be
attributed to this state if the proceeds of the loan are to be applied in this state.
If it cannot be determined where the funds are to be applied, the income and
receipts are attributed to the state in which the business applied for the loan:
“Applied for2 means initinl inquiry Gneluding customer assistance in preparing
the loan application) or submission of a completed loan appleation; whichever
eeeurs first the office of the borrower from which the application would be made
in the regular course of business is located. If this cannot be determined, the
transaction is disregarded in the apportionment formula,

(i) Interest income and other receipts from a participating financial institu-
tion’s portion of participation loans must be attributed under paragraphs (e) to
(h). A participation loan is a loan in which more than one lender is a creditor to
a common borrower.

(i) Interest income and other receipts including service charges from finan-
cial institution credit card and travel and entertainment credit card receivables
and credit card holders’ fees must be attributed to the state to which the card
charges and fees are regularly billed.

(k) Merchant discount income derived from financial institution credit card
holder transactions with a merchant must be attributed to the state in which the
merchant is located. In the case of merchants located within and outside the
state, only receipts from merchant discounts attributable to sales made from
focations within the state are attributed to this state. It is presumed, subject to
rebuttal, that the location of a merchant is the address shown on the invoice
submitted by the merchant to the taxpayer.

(1) Receipts from the performance of fiduciary and other services must be
attributed to the state in which the benefits of the services are consumed. If the
benefits are consumed in more than one state, the receipts from those benefits
must be apportioned to this state pro rata according to the portion of the
benefits consumed in this state. If the extent to which the benefits of services
are consumed in this state is not readily determinable, the benefits of the serv-
ices shall be deemed 1 to be consumed at the location of the office of the customer

th_e services are re billed,

(m) Receipts from the issuance of travelers checks and money orders must
be attributed to the state in which the checks and money orders are purchased.

(n) Receipts from investments of a financial institution in securities of this
state, its political subdivisions, agencies, and instrumentalities must be attri-
buted to this state.
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(o) Receipts from a financial institution’s interest in any property described
in section 290.015, subdivision 3, paragraph (b), is not included in the numera-
tor or the denominator of the receipts factor provided the financial institution’s
activities within this state w1th respect to any interest in the property are limited
in the manner provided in section 290.015, subdivision 3, 3, paragraph ( (). If a
financial institution is subject to tax under this chapter, its interest in property ‘
described in section 290.015, subdivision 3, paragraph (b), is included in the |
receipts factor in the same manner as assets in the nature of securities or money
market instruments are included under paragraph (n) and subdivision 7.

Sec. 35. Minnesota Statutes 1987 Supplement, section 290.191, subdivi-
sion 11, is amended to read:

Subd. 11. FINANCIAL INSTITUTIONS; PROPERTY FACTOR. (a) For
financial institutions, the property factor includes, as well as tangible property,
intangible property as set forth in this subdivision.

(b) Intangible personal property must be included at its tax basis for federal
income tax purposes.

(¢) Goodwill must not be included in the property factor.
(d) Coin and currency located in this state must be attributed to this state.

(e) Lease financing receivables must be attributed to this state if and to the
extent that the property is located within this state.

(f) Assets in the nature of loans that are secured by real or tangible personal
property must be attributed to this state if and to the extent that the security
property is located within this state.

(g) Assets in the nature of consumer loans and installment obligations that
are unsecured or secured by intangible property must be attributed to this state
if the loan was made to a resident of this state.

(h) Assets in the nature of commercial loan and installment obligations that
are unsecured or secured by intangible property must be attributed to this state
if the loan proceeds of the loan are to be applied in this state. If it cannot be
determined where the funds are to be applied, the assets must be attributed to
the state in which the business applied for the loan: “Applied for” means initiel
inquiry (neluding eustomer assistanece in preparing the lean applieation) or
submission of a completed loan applieation; whichever oecurs first there is
located the office of the borrower from which the application would be made in
the regular course of business. If this cannot be determined, the transaction is
disregarded in the apportionment formula.

(i) A participating financial institution’s portion of a participation loan must
be attributed under paragraphs (¢) to (h).

(i) Financial institution credit card and travel and entertainment credit card
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receivables must be attributed to the state to which the credit card charges and
fees are regularly billed.

(k) Receivables arising from merchant discount income derived from finan-
cial institution credit card holder transactions with a merchant are attributed to
the state in which the merchant is located. In the case of merchants located
within and without the state, only receipts from merchant discounts attributable
to sales made from locations within the state are attributed to this state. It is
presumed, subject to rebuital, that the location of a merchant is the address
shown on the invoice submitted by the merchant to the taxpayer.

(1) Assets in the nature of securities and money market instruments are
apportioned to this state based upon the ratio that total deposits from this state,
its residents, its political subdivisions, agencies and instrumentalities bear to the
total deposits from all states, their residents, their political subdivisions, agen-
cies and instrumentalities. In the case of an unregulated financial institution
subjeet to this repulation, the reeeipts assets are apportioned to this state based
upon the ratio that its gross business income earned from sources within this
state bears to gross business income earned from sources within all states. For
purposes of this subsection, deposits made by this state, its residents, its political
subdivisions, agencies, and instrumentalities are attributed to this state, whether
or not the deposits are accepted or maintained by the taxpayer at locations
within this state.

(m) A financial institution’s jnterest in any property described in section
290.015, subdivision 3, paragraph (b), is not included in the numerator or the
denominator of the property factor provided the financial institution’s activities
within this state with respect to any interest in such property are limited in the
manner provided in section 290.015, subdivision 3, paragraph (b). If a financial
institution is subject to tax under this chapter, its interest in property described
in section 290.015, subdivision 3, paragraph (b), is included in the property

instruments are included under paragraph (1).

Sec. 36. Minnesota Statutes 1987 Supplement, section 290.21, subdivision
3, is amended to read:

Subd. 3. An amount for contribution or gifts made within the taxable year:

(a) to or for the use of the state of Minnesota, or any of its political
subdivisions for exclusively public purposes,

(b) to or for the use of any community chest, corporation, organization,
trust, fund, association, or foundation located in and carrying on substantially
all of its activities within this state, organized and operating exclusively for
religious, charitable, public cemetery, scientific, literary, artistic, or educational
purposes, or for the prevention of cruelty to children or animals, no part of the
net earnings of which inures to the benefit of any private stockholder or individ-
ual,
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(c) to a fraternal society, order, or association, operating under the lodge
system located in and carrying on substantially all of their activities within this
state if such contributions or gifts are to be used exclusively for the purposes
specified in clause (b), or for or to posts or organizations of war veterans or
auxiliary units or societies of such posts or organizations, if they are within the
state and no part of their net income inures to the benefit of any private
shareholder or individual,

(d) to or for the use of the United States of America for exclusively public
purposes if the contribution or gift consists of real property located in Minneso-
ta,

operated exclusively for a purpose in clause (b), and has no part of its net
earnings inuring to the benefit of a private shareholder or individual, but does
not carry on substantially all of its activities within this state. The deduction
under this clause equals the amount of the corporation’s contributions or gifts to
the foundation within the taxable year multiplied by a fraction equal to the ratio
of the foundation’s total expenditures during the taxable year for the benefit of
organizations described in clause (b) to the foundation’s total expenditures dur-
ing the taxable year.

(f) the total deduction hereunder shall not exceed 15 percent of the taxpay-
er’s taxable net income less the deductions allowable under this section other
than those for contributions or gifts,

€ (g) in the case of a corporation reporting its taxable income on the
accrual basis, if: (A) the board of directors authorizes a charitable contribution
during any taxable year, and (B) payment of such contribution is made after the
close of such taxable year and on or before the fifteenth day of the third month
following the close of such taxable year; then the taxpayer may elect to treat
such contribution as paid during such taxable year. The election may be made
only at the time of the filing of the return for such taxable year, and shall be
signified in such manner as the commissioner shall by rules prescribe.

Sec. 37. Minnesota Statutes 1987 Supplement, section 290.21, subdivision
4, is amended to read:

Subd. 4. (a) Eighty percent of dividends received by a corporation during
the taxable year from another corporation, in which the recipient owns 20
percent or more of the stock, by vote and value, not including stock described in
section 1504(a)(4) of the Internal Revenue Code of 1986, as amended through
December 31, 1987, 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 the
taxpayer’s 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. Fhe remaining 20 pereent shall be allowed if the
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reeipient owns 80 pereent or more of all the voting stoek of the other eorpora-
from income arising out of business done within and without this state; then &
proportion of the remainder shall be ellowed as a deduction: The propertion
must be that which tho amount of the taxable net inceme of the corporation
paying the dividends assignable or allocable to this state bears to the entire net
income of the eorporations The amounts must be determined by the returns
under this chapter of the eerporation paying the dividends for the taxable year
preceding their distribution: The burden is on the texpayer to show that the
amount of remainder elaimed as & deduction has been received from ineome
arising out of business dene in this state:

(b) ¥f the trade or business of the texpayer eonsists prineipally of the helding
of the steeks and the eollection of the income and gains therefrom; dividends
received by & corporation during the taxable year from another eorpoeration; if
the recipient owns 80 pereent or mere of all the voting stoek of the ether
eorporation; from income arising out of business dene in this state by the
arising out of business done within and without this state; then a preportion of
the dividends shall be allewed as a deduction: The propertion must be that
which the amount of the taxable net ineome of the eerperation paying the
dividends assignable or alloeable to this state bears to the entire net income of
the ecorporation- The amounts must be determined by the returns under this
ehapter of the corporation paying the dividends for the taxable year preceding
their distribution: The burden is on the taxpayer to shew that the ameunt of
dividends elaimed as a deduction has been received from income arising out of

(b) Seventy percent of dividends received by a corporation during the tax-
able year from another corporation in which the recipient owns less than 20
percent of the stock, by vote or value, not including stock described in section
1504(a)(4) of the Internal Revenue Code of 1986 as amended through Decem-
ber 31, 1987, when the corporate stock with respect to which dividends are paid

tion of income and gain therefrom.

(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 1986, as amended through December 31, 1986,
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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 1986, as amended through
December 31, 1986.

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 1986, as amended
through December 31, 1986.

(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 affiliated 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.

(¢) The deduction provided by this subdivision does not apply if the divi- |
dends are paid by a FSC as defined in section 922 of the Internal Revenue Code
of 1986, as amended through December 31, 1986.

included on the combined report received a dividend, the deduction under this
subdivision for each member of the unitary business required to file a return
under this chapter is the product of: (1) 100 percent of the dividends received
by members of the group; (2) 80 percent or 70 percent, pursuant to paragraph (a)

or (b); and (3) the percentage of the taxpayer’s business income apportionable to

Sec. 38. Minnesota Statutes 1987 Supplement, 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 the commissioner’s opinion,
is necessary in order to determine the taxable net income of any one of the
affiliated or related corporations.

) ¥ a corporation has been divested from the unitary group and is inelud-
ed in & combined report for a fractional part of the common aceounting period
that the report is based en; then the sales; property; and payroll attributed to the
eorporation in the apportionment formula must be prerated or separately accounted
and must show for what part of the aecounting period the eorpération is inelud-
ed in the repor:
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(e) Fhe combined repert shall refleet the income of the entire unitary busi-
ness a8 provided in seetion 200:17; subdivision 4 H & eorporation has been
divested from the unitary group and is ineluded in the eombined report for o
fractional part of the common accounting period that the combined report 18
part of the year:

Sec. 39. Minnesota Statutes 1987 Supplement, section 290.35, subdivision
2, is amended to read:

Subd. 2. APPORTIONMENT OF TAXABLE NET INCOME. The com-
missioner shall compute therefrom the taxable net income of such companies by
assigning to this state that proportion thereof which the gross premiums collect-
ed by them during the taxable year from old and new business within this state
bears to the total gross premiums collected by them during that year from their
entire old and new business, including reinsurance premiums; provided, the
commissioner shall add to the taxable net income so apportioned to this state
the amount of any taxes on premiums paid by the company by virtue of any law
of this state (other than the surcharge on premiums imposed by sections 69.54 to
69.56) which shall have been deducted from gross income by the company in
arriving at its total net income under the provisions of such act of congress.

(a) For purposes of determining the Minnesota apportionment percentage,
premiums from treinsurance contracts assamed from companies demieiled in
Minnesota and pfemtums in connection with property in or liability arising out
of activity in, or in connection with the lives or health of Minnesota residents
shall be assigned to Minnesota and premiums from reinsurance contracts assumed
from eompanies domieiled outside of Minnesote and premiuwms in connection
with property in or liability arising out of activity in, or in connection with the
lives or health of non-Minnesota residents shall be assigned outside of Minneso-
ta. Reinsurance premiums are presumed to be received for a Minnesota risk and
are assigned to Minnesota, ift

(1) the reinsurance contract is assumed for a company domiciled in Minne-
sota; and

(2) the taxpayer, upon request of the commissioner, fails to provide reliable
records indicating the reinsured contract covered non-Minnesota risks.

For purposes of this paragraph, “Minnesota risk” means coverage in connection
with property in or liability arising out of activity in Minnesota, or in connec-
tion with the lives or health of Minnesota residents.

(b) The apportionment method prescribed by paragraph (a) shall be pre-
sumed to fairly and correctly determine the taxpayer’s taxable net income. If
the method prescribed in paragraph (a) does not fairly reflect all or any part of
taxable net income, the taxpayer may petition for or the commissioner may
require the determination of taxable net income by use of another method if
that method fairly reflects taxable net income. A petition within the meaning of
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this section must be filed by the taxpayer on such form as the commissioner
shall require.

Sec. 40. Minnesota Statutes 1987 Supplement, section 290.37, subdivision
1, is amended to read:

Subdivision 1. PERSONS MAKING RETURNS. (a) A taxpayer shall file a
return for each taxable year the taxpayer is required to file a return under
section 6012 of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1986, except that an individual who is not a Minnesota resident for any
part of the year is not required to file a Minnesota income tax return if the
individual’s gross income derived from Minnesota sources under sections 290.081,
paragraph (a), and 290.17, is less than the filing requirements for a single indi-
vidual who is a full year resident of Minnesota.

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

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

Every corporation shall file a return, if the corporation is subject to the
state’s jurisdiction to tax under section 290.014, subdivision 5, except that a
foreign operating corporation as defined in section 290.01, subdivision 6b, is not
required to file a return. The return in the case of a corporation must be signed
by a person designated by the corporation. The commissioner may adopt rules
for the filing of one return on behalf of the members of an affiliated group of
corporations that are required to file a combined report if the affiliated group
includes a bank subject to tax under this chapter. Members of an affiliated
group that elect to file one return on behalf of the members of the group under
rules adopted by the commissioner may modify or rescind the election by filing
the form required by the commissioner.

The receivers, trustees in bankruptcy, or assignees operating the business or
property of a taxpayer shall file a return with respect to the taxable net mcome
of such taxpayer if a return is required.

(b) Such return shall (1) contain a written declaration that it is correct and
complete, and (2) shall contain language prescribed by the commissioner provid-
ing a confession of judgment for the amount of the tax shown due thereon to the
extent not timely paid.

Sec. 41. Minnesota Statutes 1987 Supplement, section 290.371, subdivi-
sion 1, is amended to read:
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Subdivision 1. REPORT REQUIRED. Every corporation that, during any
calendar year or fiscal accounting year ending beginning after December 31,
1986, eacried on any activity or owned of meintained any property in this state;
u-nless speetﬂeaﬂ-y exempted undef subdwﬂieﬂ 3 obtamed any business busmess from

(1) activity levels lower than those set forth in section 290.015, subdivision
2, paragraph (a), if the corporation js a financial institution; or

(2) activities described jin section 290.015, subdivision 3, paragraph (b); or

(3) corporations specifically exempted under subdivision 3, must file a notice
of business activities report, as provided in this section. Filing of the report is
not a factor in determining whether a corporation is subject to taxation under
this chapter.

Sec. 42. Minnesota Statutes 1987 Supplement, section 290.371, subdivi-
sion 3, is amended to read:

Subd. 3. EXEMPTIONS. A corporation is not required to file a notice of
business activities report if:

(1) by the end of an accounting period for which it was otherwise required
to file a notice of business activities report under this section, it had received a
certificate of authority to do business in this state;

(2) a timely return or report has been filed under section 290.05, subdivi-
sion 4; or 290.37; e¢

(3) the corporation is exempt from taxation under this chapter pursuant to
section 290.05, subdivision 1; or

(4) the corporation’s activities in Minnesota, or the interests in property
which it owns, consist solely of activities or property exempted from jurisdiction
to tax under section 290.015, subdivision 3, paragraph (b).

Sec. 43. Minnesota Statutes 1987 Supplement, section 290.371, subdivi-
sion 4, is amended to read:

Subd. 4. ANNUAL FILING. Every corporation not exempt under subdivi-
sion 3 must file annually a notice of business activities report, including such
forms as the commissioner may require, with respect to all or any part ef each of
its calendar or fiscal accounting years beginning after December 31, 1986, on or
before the 15th day of the fourth month after the close of the calendar or fiscal
accounting year,

Sec. 44. Minnesota Statutes 1987 Supplement, section 290.371, subdivi-
sion 5, is amended to read:
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Subd. 5. FAILURE TO FILE TIMELY REPORT. (a) Any corporation
required to file a notice of business activities report does not have any cause of
action upon which it may bring suit under Minnesota law unless the corporation
has filed a notice of business activities report.

(b) The failure of a corporation to file a timely report prevents the use of the
courts in this state, except regarding activities and property described in section
290.0135, subdivision 3, paragraph (b), for all contracts executed and all causes of
action that arose at any time before the end of the last accounting period for
which the corporation failed to file a required report.

(c) The court in which the issues arise has the power to excuse the corpora-
tion for its failure to file a report when due, and restore the corporation’s cause
of action under the laws of this state, if the corporation has paid all taxes,
interest, and civil penalties due the state for all periods, or provided for payment
of them by adequate security or bond approved by the commissioner.

(d) Notwithstanding the provisions of section 290.61, the commissioner
may acknowledge whether or not a particular corporation has filed with the
commissioner reports or returns required by this chapter if the acknowledgment:

(1) is to a party in a civil action;

(2) relates to the filing status of another party in the same civil action; and

(3) is in response to a written request accompanied by a copy of the sum-
mons and complaint in the civil action.

Sec. 45. Minnesota Statutes 1986, 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, 1985, 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 Minnesota Statutes 1986,
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, plus any extension of
time granted for filing the return, but only if the return was filed within the
extended time, and the refund or credit is limited to the amount of overpayment
arising from the carryback.

Sec. 46. Minnesota Statutes 1987 Supplement, section 290.9725, is amended
to read:
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290.9725 BEECTION BY: SMALE BUSINESS CORPORATION S COR-
PORATIONS.

For purposes of this chapter, the term “S corporation” means any corpora-
tion having a valid election in effect for the taxable year under section 1362 of
the Internal Revenue Code of 1986, as amended through December 31, +986;
1987. An S corporation shall not be subject to the taxes imposed by this
chapter, excepts

() the eerporation is subjeet to the tax impesed under seetion 200:92; and

(2) the corporation is subjeet to the tax imposed under seetion 200:02 in
under Internal Revenue Code; seetion 4363(d); 1374; er 1375: the total amount
the meaning of seetion 290:01; subdivisien 19; the provisions ef seetions 296:04%;
subdivisions 19a to 19 and 29017 to 200:20; must be employed te determine
the taxable net income of the eerporation: and the taxable net ineome of the
corporation is its taxable income; except that any net operating loss earryfor-
ward thet arese in & year when there was no election in effeet under Seetien
1362 of the Internal Revenue Code is allowed as a deduetion the taxes imposed
under sections 290.92, 290.9727, 290.9728, and 290.9729.

Sec. 47. [290.9727] TAX ON CERTAIN BUILT-IN GAINS.

Subdivision 1. TAX IMPOSED. For a corporation electing S corporation
status pursuant o section 1362 of the Internal Revenue Code of 1986, as
amended through December 31, 1987, after December 31, 1986, and having a
recognized built-in gain as defined in section 1374 of the Internal Revenue Code
of 1986, as amended through December 31, 1987, there js imposed a tax on the
taxable income of such S corporation, as defined in this section, at the rate
prescribed by section 290.06, subdivision 1. This section does not apply to any

corporation and any predecessor corporation must be treated as one corporation
for purposes of the preceding sentence.

Subd. 2. TAXABLE INCOME. For purposes of this section, taxable income

as provided by this section.

Subd. 3. TAXABLE NET INCOME. For purposes of this section, faxable
net income means the lesser of:

(1) the recognized built-in gains of the S corporation for the taxable year, as
determined under section 1374 of the Internal Revenue Code of 1986, as amended
through December 31, 1987, subject to the modifications provided in section

290.17, 290.191, or 290.20; or
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under section 1374(d)(4) of the Internal Revenue Code of 1986, as amended
through December 31, 1987, subject to the provisions of section 290.01, subdi-

subdivision 3.

Subd. 4. NET OPERATING LOSS CARRYFORWARD. A net operating
loss carryforward, as determined under section 290.095, arising in a taxable year
before the corporation elected S corporation status, shall be allowed as a deduc-

and (2). For purposes of determining the amount of any such loss that may be
carried to later taxable years, the lesser of the amounts referred to in subdivision

income of a corporation that has:

(1) elected S corporation status pursuant to section 1362 of the Internal
Revenue Code of 1954, as amended through December 31, 1985, before January
1, 1987,

(2) a net capital gain for the taxable year (i) in excess of $25,000 and (ii)
exceeding 50 percent of the corporation’s federal taxable income for the taxable

year; and
(3) federal taxable income for the taxable year exceeding $25,000.

The tax is imposed at the rate prescribed by section 290.06, subdivision 1.
For purposes of this section, “federal taxable income” means federal taxable
income determined under section 1374(4)(d) of the Internal Revenue Code of
1986, as amended through December 31, 1987. This section does not apply to
an S corporation which has had an election under section 1362 of the Internal
Revenue Code of 1954, in effect for the three immediately preceding taxable

1362 of the Internal Revenue Code of 1954 for each of the corporation’s taxable

years. For purposes of this section, an S corporation and any predecessor
corporation are treated as one corporation.

Subd. 2. TAXABLE INCOME, For purposes of this section, taxable income
means the lesser of:

year, as determined under sections 1222 and 1374 of the Internal Revenue Code
of 1986, as amended through December 31, 1987, and subject to the modificat-
ions provided in section 290.01, subdivisions 19¢ and 19f, in excess of $25,000
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(2) the amount of the S corporation’s federal taxable income, subject to the
provisions of section 290.01, subdivisions 19¢ to 19f, that is allocable o this
state under section 290.17, 290.191, or 290.20, less the deduction for charitable
contributions in section 290.21, subdivision 3.

Sec. 49. [290.9729] TAX ON PASSIVE INVESTMENT INCOME.

corporation has:

(1) subchapter C earnings and profits at the close of such taxable year; and

(2) gross receipts more than 25 percent of which are passive investment
income.

The tax is imposed at the rate prescribed by section 290.06, subdivision 1.
The terms “subchapter C earnings and profits,” *

passive investment income,”
and “gross receipts” have the same meanings as when used in sections 1362(d)(3)
and 1375 of the Internal Revenue Code of 1986, as amended through December
31, 1987
31, .

Subd. 2. TAXABLE INCOME. For the purposes of this section, taxable

mined under section 1375 of the Internal Revenue Code of 1986, as amended
through December 31, 1986, subject to the provisions of section 290.01, subdi-

under section 1374(d)(4) of the Internal Revenue Code of 1986, as amended
through December 31, 1987, subject to the provisions of section 290.01, subdi-

or 290.20, less the deduction for charitable contributions in section 290.21,
subdivision 3.

Subd. 3. WAIVER OF TAX. The tax imposed by this section shall be

section 1375(d) of the Internal Revenue Code of 1986, as amended through
December 31, 1987.

Sec. 50. Minnesota Statutes 1987 Supplement, section 295.34, subdivision
1, is amended to read:

Subdivision 1. Except as provided in subdivision 2 every telephone compa-
ny shall file a return with the commissioner of revenue on or before April 15 of
i each year, and submit payment therewith, of the following percentages of its
gross earnings, including long distance access charges, of the preceding calendar
year derived from business within this state:
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(a) for gross earnings from service to rural subscribers and from exchange
business of all cities of the fourth class and statutory cities having a population
of 10,000 or less

for calendar years beginning before December 31, 1988, 4 percent,

for calendar year 1989, 3 percent, provided that the estimated tax payments
made on March 15 and June 15, 1989, pursuant to section 295.365, must be
made as if the tax were imposed at a rate of four percent,

for calendar year 1990, 1.5 percent,

for calendar year 1991, 1 percent, and

for calendar years beginning after December 31, 1991, exempt; and
(b) for gross earnings derived from all other business

for calendar years beginning before December 31, 1988, 7 percent,

for calendar year 1989, 5.5 percent, provided that the estimated tax pay-
ments made on March 15 and June 15, 1989, pursuant to section 295.365, must
be made as if the tax were imposed at a rate of seven percent,

for calendar year 1990, 3 percent,
for calendar year 1991, 2.5 percent, and
for calendar years beginning after December 31, 1991, exempt.

A tax shall not be imposed on the gross earnings of a telephone company
from business originating or terminating outside of Minnesota, except that the
gross earnings tax is imposed on all long distance access charges allocated to
interstate service received in payment from a telephone company before Decem-
ber 31, 1989.

The tax imposed is in lieu of all other taxes, except the taxes imposed by
chapter 290, property taxes assessed beginning in 1989, payable in 1990, and
sales and use taxes imposed as a result of chapter 297A. All money paid by a
company for connecting fees and switching charges to any other company shall
be reported as earnings by the company to which they are paid. For the purposes
of this section, the population of any statutory city shall be considered as that
stated in the latest federal census.

(c) For the period January 1, 1984 through December 31, 1986, all money
paid by a company for connecting fees and switching charges, including carriers
access charges except that portion paid for directory assistance and billing and
collection services, to any other company must be reported as earnings by the
company to which they are paid, but are not deemed to be earnings of the
collecting and paying company.
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Sec. 51. Minnesota Statutes 1987 Supplement, section 298.01, subdivision
3, is amended to read:

Subd. 3. OCCUPATION TAX; OTHER ORES. Every person engaged in
the business of mining or producing ores, except iron ore or taconite concen-
trates, shall pay an occupation tax to the state of Minnesota as provided in this
subdivision. The tax is measured by the person’s taxable income for the year for
which the tax is imposed, and computed in the manner and at the rates provid-
ed in chapter 290, except that seetien sections 290.01, subdivisions 19¢, clause
(11), 19d, clause (7), and 290.05, subdivision 1, clause (a), dees do not apply.
Corporations and individuals shall be subject to the alternative minimum taxes
imposed under chapter 290. The tax is in addition to all other taxes and is due
and payable on or before June 15 of the year succeeding the calendar year
covered by the report required by section 298.05.

Sec. 52. Minnesota Statutes 1987 Supplement, section 298.01 subdivision
4, is amended to read:

Subd. 4. OCCUPATION TAX; IRON ORE; TACONITE CONCEN-
TRATES. A person engaged in the business of mining or producing of iron ore
or taconite concentrates shall pay an occupation tax to the state of Minnesota.
The tax is measured by the person’s taxable income for the year for which the
tax is imposed, and computed in the manner and at the rates provided for in
chapter 290, except that seetien sections 290.01, subdivisions 19¢c, clause (11),
19d, clause (7), and 290.05, subdivision 1, clause (a), dees do not apply.
Corporations and individuals shall be subject to the alternative minimum taxes
imposed under chapter 290. The tax is in addition to all other taxes and is due
and payable on or before June 15 of the year succeeding the calendar year
covered by the report required by section 298.05.

Sec. 53. [298.402] NET OPERATING LOSSES.

For purposes of the computation under section 298.40, subdivision 1, clause
(b), a net operating loss incurred in a taxable year beginning after December 31,
1986, is a net operating loss carryover to each of the 15 taxable years following
the taxable vear of the loss, in accordance with section 290.095. A net operating
loss incurred in a taxable year beginning after December 31, 1981, and before
January 1, 1987, is a net operating loss carryover to taxable years beginning

beginning after December 31, 1986,

Sec. 54. Minnesota Statutes 1986, section 299.01, subdivision 1, is amended
to read:

Subdivision 1. There shall be levied and collected upon all royalty received
during each calendar year for permission to explore, mine, take out and remove
iron ore or taconites from land in this state, a tax of 15 percent before January
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*
1, 1986, a tax of 14.5 percent after December 31, 1985, and before January 1,
1987, and a tax of 14 percent after December 31, 1986.

Sec. 55. Minnesota Statutes 1986, section 303.03, is amended to read:

303.03 FOREIGN CORPORATIONS MUST HAVE CERTIFICATE OF
AUTHORITY.

No foreign corporation shall transact business in this state unless it holds a
certificate of authority so to do; and no foreign corporation whose certificate of
authority has been revoked or canceled pursuant to the provisions of this chap-
ter shall be entitled to obtain a certificate of authority except in accordance with
the provisions of section 303.19. This section does not establish standards for
those activities that may subject a foreign corporation to taxation under section
290.015 and to the reporting requirements of section 290.371. Without exclud-
ing other activities which may not constitute transacting business in this state,
and subject to the provisions of sections 303.13 and 543.19, a foreign corpora-
tion shall not be considered to be transacting business in this state for the
purposes of this chapter solely by reason of carrying on in this state any one or
more of the following activities:

(a) Maintaining or defending any action or suit or any administrative or
arbitration proceeding, or effecting the settlement thereof or the settlement of
claims or disputes; '

(b) Holding meetings of its directors or shareholders or carrying on other
activities concerning its internal affairs;

(c) Maintaining bank accounts;

(d) Maintaining officesor agencies for the transfer, exchange and registra-
tion of its securities, or appointing and maintaining trustees or depositaries with
relation to its securities;

(e) Holding title to and managing real or personal property, or any interest
therein, situated in this state, as executor of the will or administrator of the
estate of any decedent, as trustee of any trust, or as guardian or conservator of
the person or estate, or both, of any person,;

(f) Making, participating in, or investing in loans or creating, as borrower or
lender; or otherwise acquiring indebtedness or mortgages or other security inter-
ests in real or personal property;

(g) Securing or collecting its debts or enforcing any rights in property secur-
ing them; or

(h) Conducting an isolated transaction completed within a period of 30 days
and not in the course of a number of repeated transactions of like nature.

Sec. 56. REPEALER.
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(a) Minnesota Statutes 1986, section 298.401, is repealed.

(b) Minnesota Statutes 1986, section 299.013, is repealed.

(c) Minnesota Statutes 1987 Supplement, section 290.21, subdivision 8, is
repealed.

(d) Minnesota Statutes 1987 Supplement, section 290.371, subdivision 2, is
repealed.

Sec. 57. EFFECTIVE DATE.

Sections 1, 4, and 5 are effective January 1, 1988, Sections 7, 8, 9, 11, clause
(13), 31, and 40 are effective for taxable years beginning after December 31,
1990, except that sections 9, 11, clause (13), and 40 are effective for taxable
vears beginning after December 31, 1989, insofar as they apply to 936 corpora-
tions. In this section, “936 corporations” are corporations referred to in section
9, clause (2)(ii). Sections 12, clause (11), 14, 26, 33, and 56, paragraph (c), are
effective for taxable years beginning after December 31, 1988. Sections 2, 3, 32,
36, 37, and 38 are effective for taxable years beginning after December 31, 1987.
Section 30, paragraphs (f), (g). (h), and (j) are effective for taxable years begin-
ning after December 31, 1990, except that insofar as they apply to 936 corpora-
tions, they are effective for taxable years beginning after December 31, 1989.
Sections 29, in its reference to section 290.17, subdivision 4, paragraph (i), and
30, paragraph (i), are effective for taxable years beginning after December 31,
1988, in its application to income described in section 290.01, subdivision 194,
clause (11), for taxable years beginning after December 31, 1989, in its applica-
tion to other income of 936 corporations, and for taxable years beginning after
December 31, 1990, in its application to other income of foreign operating
corporations. Section 30, paragraph (k) is effective for taxable years beginning
after December 31, 1987.

Sections 10, 11, clauses (2) and (3), 12, except for clause (11), 13, 15 to 18,

0, 21, 23, 25, 29 insofar as it refers to companies subject to the occupation tax,
35, 39, 41 to 49, and 56, paragraph (d), are effective for taxable years
eginning after December 31, 1986. Section 22 is effective for taxable years
beginning after December 31, 1986, except that the part relating to the appor-
tionment of the exemption amount among members of a unitary group is effec-
tive for taxable years beginning after December 31, 1987. Section 27 is effective

for taxable years beginning after December 31, 1986, except that the part relat-

RIS

c*

extent of the apportionment ratio of the loss year is effective for taxable years
beginning after December 31, 1987. Section 28 is effective for losses incurred in
taxable years beginning after December 31, 1986, and is repealed effective for
taxable years beginning after December 31, 1993. Sections 6, 50, and 55 are

ores mined after December 31, 1989. Section 53 is effective for ores mined after
December 31, 1986, and before January 1, 1990. Section 54 is effective for ore
mined after December 31, 1986. Section 56, paragraph (a), is effective for ores
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mined after December 31, 1989. Section 56, paragraph (b), is effective for ores
mined after December 31, 1986, and supersedes the repealer in Laws 1987,
chapter 268, article 9, section 43.

ARTICLE 3
FEDERAL UPDATE

Section 1. Minnesota Statutes 1987 Supplement, section 290.01, subdivi-
sion 4, is amended to read:

Subd. 4. CORPORATIONS. The term “corporation” shall include every
tion under section 851(q) or 7704 of the Internal Revenue Code of 1986, as
amended through December 31, 4986 1987, and financial institutions. A corpo-
ration’s franchise is its authorization to exist and conduct business, whether
created by legislation, by executive order, by a governmental agency, by contract
or other private action, or by some combination thereof. Every corporation is
deemed to have a corporate franchise. An entity described in section 646(b) of
the Tax Reform Act of 1986, Public Law Number 99-514, shall be classified in
the same manner for purposes of this chapter as it is for federal income tax
purposes.

Sec. 2. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
19, is amended to read:

Subd. 19. NET INCOME. The term “net income” means the federal tax-
able income, as defined in section 63 of the Internal Revenue Code of 1986, as
amended through the date named in this subdivision, incorporating any elec-
tions madé by the taxpayer in accordance with the Internal Revenue Code in
determining federal taxable income for federal income tax purposes, and with
the modifications provided in subdivisions 19a to 19f.

The Internal Revenue Code of 1986, as amended through December 31,
1986, shall be in effect for taxable years beginning after December 31, 1986.
The provisions of sections 10104, 10202, 10203, 10204, 10206, 10212, 10221,
10222, 10223, 10226, 10227, 10228, 10611, 10631, 10632, and 10711 of the
Omnibus Budget Reconciliation Act of 1987, Public Law Number 100-203, shall

The Internal Revenue Code of 1986, as amended through December 31,
1987, shall be in effect for taxable years beginning after December 31, 1987.

Except as otherwise provided, references to the Internal Revenue Code in
subdivisions 19a to 19f mean the code in effect for purposes of determining net
income for the applicable year.
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Sec. 3. Minnesota Statutes 1987 Supplement, section 290.01, subdivision
20, is amended to read:

Subd. 20. GROSS INCOME. For tax years beginning after Pecember 31
1986; The term “gross income” means the gross income as defined in section 61
of the Internal Revenue Code of 1986, as amended through the date named in
subdivision 19 for the applicable taxable year, plus any additional items of
income taxable under this chapter but not taxable under the Internal Revenue
Code, less any items included in federal gross income but of a character exempt
from state income tax under the laws of the United States. Fer tax years
beginning before January 1; 1987 exeept as otherwise provided in this chapter;
the term “gross income;2 as applied to ecorporations ineludes every kind of
eompensation for labor or personal serviees of every kind from any private or
public employment; office; position of services; ineome derived from the owner-
ship or use of property: gaing or profits derived from every kind of dispesitien
of; o evory kind of dealing in; property: income derived from the transaction of
any trade or business: end income derived from any souree:

For tax years beginning before January 15 1987 the term “gross ineome? in
its applieation to individuals; estates; and trusts shall mean the adjusted gross
inecome a5 defined in the Internal Revenue Code of 1954; a5 amended throush
the date speeified herein for the applieable taxable year; with the meodifieations
speeified in this subdivision and in Minnesota Statutes 1986; seetion 20005
subdivisions 20a to 20& Fer estates and trusts the adjusted gross income for
purpeses of the preceding sentence shall be their federal taxable ineome a9
defined in the Internal Revenue Ceode of 1954; as amended through the date
in this subdivision and in Minneseta Statutes 1986; seetion 290:01; subdivisions
208 {0 26£

) The Internel Revenue Ceode of 1954; as amended through Peeember 31
1981; shall be in effect for taxable years beginning after December 31; 4981
The provisions of seetions 205(a); 214 to 222; 2345 23 236; 24%; 251; 2525 253;
265; 266; 285; 288; and 335 of the Fax Equity and Fiseal Responsibility Aet ef
1982 Publie Law Number 97-248; section 6(b)(2) and (3) of the Subechapter S
Revision Aet of 1982; Publie Law MNumber 97-354; seetion 51+ of Publie Law
and 102 of Publie Law Number 97-473; and seetion 243 of the Fax Reform Aet
of 1986; Publie baw Number 99-514; shall be effective at the same time that
they beeome effcetive for federal income tax purpeses: The Payment-in-kind
Fax Freatment Aot of 1983; Publie Law Number 98-4; shall be effective at the

&b Fhe Internal Revenue Code of 1954; as amended through January 15;
1983; shall be in effeet for taxable years bepinning after Deeember 315 +982:
The provisions of seetions 9035; 1708; and 1879(m) of the Tax Reform Aet of
1986; Publie Law Number 99-514; shall be effeetive at the same timae that they
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(i) The Internal Revenue Code of 1954; as amended through Deecember 34
1983 shall be in effeet for taxable years beginning after December 34; 1983
Fhe provisions of seetions +3; 175 25(b); 31 32; 44 to 43; 52; 55; 56; H t0 M4
F5 &5 82; 945 92; 94; 16+ to 103; 105 to +08; Ht to H3; H4#e); +4 172, 174;
H15; 1996e); 224 223; 224; 42Hb); 432; 481 491 2 522 e 524; 554 8 55%
$64; 61He); 62+ to 623; 626 to 628& FiHe); HAd); H3(b); (o) (&) and (h);
F2He); ) (d); &) G (o) (P} @) () and (w); F22(e); 1004; 1026; 1061 to
1064; 1066; 1076; 1078; and 2638(h) of the Deficit Reduction Aet of 1984;
Publie Law MNumber 98-369; section 1 of Publie Law Number 98-611; and
geetions 1304; 1802; 1305 to +809; 1812; 1842; 1853 t0 1855; 1866; 1869 to
+873; 1875; and 1878() and (h) of the Tax Reform Aet of 1986; Publie Law
Number 99-514; shell be effeetive at the same time that they become effeetive
for federal income tax purpeses:

@v) The Internal Revenue Code of 1954; a5 amended through Maey 25;
1585; shall be in effect for taxable years beginning efter December 31y 1984:
TFhe provisions of seetions 1+01; 102; 103; 201; and 202 of Publie Lew Number
99-121 end seetions 402; 403; 1803; 1804; 1852; end 1861 of the Tax Reform
Aet of 1086; Publie Law Dumber 39-514; shall be effective at the same time that
they become effective for federal income tax purpeses:

M%mm%é%%mﬁe&wm%
1985; shall be in effect for taxable years beginning after Deecember 33; 1985

Fhe provisions of seetions 12+ to 123; 2045 202; 244 4015 405; 411 to 4135
6353; 654; 804; $H; 822; 10064; 1003; H22: 1162; 1164; 1166; 1301 1404 14062;
1707 1826; 1827 1843; 1867 1868; 1879(D; and 1895 of the Tex Reform Aet
of 1086; Bublie Law Number 99-514; shall be effective at the same time thet

Referenees to the Internal Revenue Cede of 1954 in subdivisions 20a; 20b;
20e¢; and 20f mean the eode in effect for the purpese of defining gress ineeme for
the applieable taxable yeas

Sec. 4. Minnesota Statutes 1987 Supplement, section 290.095, subdivision
3, is amended to read:

Subd. 3. CARRYOVER. (a) A net operating loss for any taxable year shall
be a net operating loss carryover to each of the 15 taxable years following the
taxable year of such loss,

(b) The entire amount of the net operating loss for any taxable year shall be
carried to the earliest of the taxable years to which such loss may be carried.
The portion of such loss which shall be carried to each of the other taxable years
shall be the excess, if any, of the amount of such loss over the sum of the taxable
net income, adjusted by the modifications specified in subd1v1s1on 4, for each of
the taxable years to which such loss may be carried.

(c) Where a corporation does business both within and without Minnesota,
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and apportions its income under the provisions of section 290.191, the net
operating loss deduction shall be allowed to the extent of the apportionment
ratio of the loss year.

(d) No additional net operating loss deduction is allowed in a subsequent
taxable year for the portion of a net operating loss deduction used to offset
Minnesota income in a year in which the taxpayer is subject to the alternative
minimum tax in section 290.092.

(e) The provisions of sections 381, 382, and 384 of the Internal Revenue

Code of 1986, as amended through December 31, 1987, apply to carryovers in
certain corporate acquisitions and special limitations on net operating loss car-

IYOVErs.

Sec. 5. Minnesota Statutes 1986, section 290,931, subdivision 1, is.amended
to read:

Subdivision 1. REQUIREMENTS OF DECLARATION. Every corpora-
tion subject to taxation under this chapter (excluding section 290.92) shall make
a declaration of estimated tax for the taxable year if its tax liability so computed
can reasonably be expected to exceed $4:800 $500, or in accordance with rules
prescribed by the commissioner for an affiliated group of corporations electing
to file one return as permitted by rules prescribed under section 290.37, subdivi-
sion 1.

Sec. 6. Minnesota Statutes 1986, section 290.934, subdivision 1, is amended
to read:

Subdivision 1. ADDITION TO THE TAX. In case of any underpayment of
estimated tax by a corporation, exeept a3 provided in subdivision 4; there shall
be added to the tax for the taxable year an amount determined at the rate
specified in section 270.75 upon the amount of the underpayment (determined
under subdivision 2). for the period of the underpayment (determined under
subdivision 3).

Sec. 7. Minnesota Statutes 1987 Supplement, section 290.934, subdivision
2, is amended to read:

Subd. 2. AMOUNT OF UNDERPAYMENT., For purposes of subdivision
1, the amount of the underpayment shall be the excess of

(1) the ameount of tax shown on the return for the tax year or; if no return is
filed; the tax for the tax year required installment, over

(2) the amount, if any, of the installment paid on or before the last date
prescribed for payment.

Sec. 8. Minnesota Statutes 1986, section 290.934, subdivision 3, is amended
to read:
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Subd. 3. PERIOD OF UNDERPAYMENT. The period of the underpay-
ment shall run from the date the installment was required to be paid to whichev-
er of the following dates is the earlier

(1) The 15th day of the third month following the close of the taxable year.

(2) With respect to any portion of the underpayment, the date on which
such portion is paid. For purposes of this paragraph, a payment of estimated
tax en eny instellment date shall be considered & payment of any previous
underpayment only to the extent such payment exceeds the amount of the
installment determined under subdivision 2(H) for sueh installment date credited
against unpaid required installments in the order in which such installments are
‘required to be paid.

Sec. 9. Minnesota Statutes 1986, section 290.934, is amended by adding a
subdivision to read:

Subd. 3a. REQUIRED INSTALLMENTS. (1) Except as otherwise provid-
ed in this subdivision, the amount of a required installment is 25 percent of the
required annual payment.

(2) Except as otherwise provided in this subdivision, the term “required
annual pavment” means the lesser of:

preceding taxable year providing such return was for a full 12-month period, did

show a liability, and was filed by the corporation.
(3) Except for determining the first required installment for any taxable

The term “large corporation” means a corporation or any predecessor corpora-
tion that had taxable net income of $1,000,000 or more for any taxable year

during the testing period. The term “testing period” means the three taxable

a large corporation for the first installment that is allowed by applying paragraph
(2), clause (b) must be recaptured by increasing the next required installment by
the amount of the reduction,

graph (1), the amount of the required installment is the annualized income
installment and the recapture of previous guarters’ reductions allowed by this
paragraph must be recovered by increasing subsequent required installments to
the extent the reductions have not previously been recovered. A reduction shall
be treated as recaptured for purposes of this paragraph if 90 percent of the
reduction is recaptured.

New language is indicated by underline, deletions by strikeout.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



1833 LAWS of MINNESOTA for 1988 Ch. 719, Art. 3

(5) The “annualized income installment” is the excess, if any, oft

(a) an amount equal to the applicable percentage of the tax for the taxable

year computed by placing on an annualized basis the taxable income:

e R e o —_———

() for the
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required instaliment;
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(d) The “applicable percentage” used in clause (a) is:

In the case of the following The applicable
required installments: percentage is:
st 22.5
2nd 45
3rd 67.5
4th 90

(6)(a) If this paragraph applies, the amount determined for any installment
must be determined in the following manner:

(i) take the taxable income for all months during the taxable year preceding
the filing month;

(ii) divide that amount by the base period percentage for all months during
the taxable year preceding the filing month;

(iv) multiply the tax computed under item (iii) by the base period percent-
age for the filing month and all months during the taxable year preceding the
filing month.

(b) For purposes of this paragraph:
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(i) the “base period percentage” for any period of months is the average
percent which the taxable income for the corresponding months in each of the
three preceding taxable years bears to the taxable income for the three preceding
taxable years;

required to to be pa gaxd;

(iii) this paragraph shall only apply if the base period percentage for any six
consecutive months of the taxable year equals or exceeds 70 percent; and

period percentage in the the case <_>_f eorgamzatlons, new corporations, and other
similar circumstances.

mined in paragraph (1), the amount o_f the required installment is the amount
determined under this paragraph and the recapture of previous quarters’ reduc-
tions allowed by this paragraph must be recovered by increasing subsequent
required installments to the extent the reductions have not previously been
recovered. A reduction shall be treated as recaptured for purposes of this
paragraph if 90 percent of the reduction is recaptured.

Sec. 10. Minnesota Statutes 1987 Supplement, section 290A.03, subdivi-
sion 15, is amended to read:

Subd. 15. INTERNAL REVENUE CODE. “Internal Revenue Code” means
the Internal Revenue Code of 1986, as amended through December 31, 1986
1987.

Sec. 11. REPEALER,

Minnesota Statutes 1986, sections 290.07, subdivisions 3 and 6; 290.11;
290.12, as amended by Laws 1987, chapter 268, article 1, section 64; 290.131, as
amended b by Laws 1987, chapter 268, artlcle 1, section _62, 290.132, as amended
by Laws 1987, chapter 268, article 1, section 66; 290.133, as amended by by
Laws 1987, chapter 268, artlcle 1, section 67; 290 134, as amended by Laws
1987, chapter 268, article 1, section 68; 290.135, as amended by Laws 1987,
chapter 268, article 1, section 69; 290.136, as amended by Laws 1987, chapter
268, article 1, section 70; 290.138, as amended by Laws 1987, chapter 268,
article 1, section 71; and 290.934, subdivision 4; and Minnesota Statutes 1987
Supplement, section 290.14, is repealed.

Sec. 12. INSTRUCTION TO REVISOR.

In the next edition of Minnesota Statutes, the revisor of statutes shall
substitute the phrase “Internal Revenue Code of 1986, as amended through
December 31, 1987” for the phrase “Internal Revenue Code of 1986, as amended
through December 31, 1986” whenever that phrase occurs in chapter 290, except
section 290.01, subdivision 19, and chapter 291.
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Sec. 13. EFFECTIVE DATES.

Section 4 is effective for taxable years beginning after December 31, 1986.
The repeal in section 11 of Minnesota Statutes 1986, section 290.07, subdivi-
sions 3 and 6, are are effective for taxable years beginning after December 31, 1986.
The remamder of section 11 is effective for taxable years beginning after Decem-
ber 31, 1987. Except as prov1ded in section 2, all other sections of this artlcle
are effectlve for taxable years begmmng after December 31, 1987.

ARTICLE 4

PROPERTY TAX REFUND

Section 1. Minnesota Statutes 1987 Supplement, section 290A.03, subdivi-
sion 3, is amended to read:

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

(a) the greater of federal adjusted gross income as defined in the Internal
Revenue Code or zero; and

(b) the sum of the following amounts to the extent not included in clause
(a):
(i) all nontaxable income;

(ii) the amount of a passive activity loss that is not disallowed as a result of
section 469, paragraph (i) or (1) of the Internal Revenue Code and the amount
of passive activity loss carryover allowed under section 469(b) of the Internal
Revenue Code;

(iii) an amount equal to the total of any discharge of qualified farm indebt-
edness of a solvent individual excluded from gross income under section 108(g)
of the Internal Revenue Code;

(iv) cash public assistance and relief;

(v) 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;

(vi) interest received from the federal or a state government or any instru-
mentality or political subdivision thereof;

(vii) workers’ compensation;
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(viii) nontaxable strike benefits;

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

(x) the erdinary ineome peortion of a lump sum distribution under section
402(e)(3) of the Internal Revenue Code; and

(xi) 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; or deferred compensation
plan under section 457 of the Internal Revenue Code; and

{xii) nontaxable scholarship or fellowship grants.

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.

(a) amounts excluded pursuant to the Internal Revenue Code, sections 101(a),

(2) “Income” does not include ‘
|
|
102, 4% and 121; |

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

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

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

(3) The sum of the following amounts shall be subtracted from income:

(a) for the claimant’s first dependent, the exemption amount multiplied by
L4
(b) for the claimant’s second dependent, the exemption amount multiplied
by 1.3;
(¢} for the claimant’s third dependent, the exemption amount multiplied by
2.

L2

(d) for the claimant’s fourth dependent, the exemption amount multiplied

LL

53
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(e) for the claimant’s fifth dependent, the exemption amount; and

(f) if the claimant or claimant’s spouse was disabled or attained the age of

65 prior to June 1 of the year for which the taxes were levied or rent paid, the
exemption amount, ‘

For purposes of this subdivision, the “exemption amount” means the exemp-
tion amount under section 151(d) of the Internal Revenue Code of 1986, as
amended through December 31, 1987, for the taxable year for which the income

is reported.

Sec. 2. Minnesota Statutes 1986, section 290A.03, subdivision 7, is amended
to read:

Subd. 7. DEPENDENT. “Dependent” means any person who is under 48
years of ago at the end of the calendar year who reeeives more than 50 pereent
of suppert from the elaimant; or whe is between 18 and 2t yeers ef age and is a
full time student whe reeeives mere than 50 pereent of support from the elaim-
ant considered a dependent under sections 151 and 152 of the Internal Revenue

to families with dependent children grant or allowance to or on behalf of the

child must not be taken into account in determining whether the child received

e e e e e —

more than balf of the child’s support from the claimant. “Dependent” includes
a parent of the claimant or spouse who lives in the claimant’s homestead.
“Dependent includes & person over 18 years of age whoe Hves in the elaimant’s

homestead and who receives more than 50 pereent of suppert from the claiment:

Sec, 3. Minnesota Statutes 1987 Supplement, section 290A.03, subdivision
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
after deductions made pursuant to under sections 273.132, 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 attributa-
ble 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 claimant’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 274.19, subdivision 8, “property 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 attributable 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
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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 deter-
mine 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 whose decision shall be final. Property taxes are
considered payable in the year prescribed 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.

Sec. 4. Minnesota Statutes 1987 Supplement, section 290A.03, subdivision
14, is amended to read:

Subd. 14. NET TAX. “Net tax” means

(a) the property tax, exclusive of special assessments, interest, and penalties,
and after reduction for any state paid property tax credits as required in subdivi-
sion 13 except for the reduction under section 273.13, subdivisions 22 and 23,
or

(b) the payments made in lieu of ad valorem taxes, including payments of
special assessments imposed in lieu of ad valorem taxes,

for the calendar year in which the rent was paid. If a portion of the
property is occupied as a homestead or is used for other than rental purposes,
the net tax shall be the amount of tax reduced by the percentage that the
nonrental use comprises of the total square footage of the building. If a portion
of the property is used for purposes other than for residential rental and none of
the property is occupied as a homestead, the net tax shall be the amount of the
tax of the parcel multiplied by a fraction, the numerator of which is the assessed
value of the residential rental portion and the denominator of which is the total
assessed value of the parcel. If a portion of the property is used for other than
rental residential purposes, the county treasurer shall list on the property tax
statement the amount of net tax pertaining to the rental residential portion of
the property.

The amount of the net tax shall not be reduced by an abatement or a court
ordered reduction in the property tax on the property made after the certificate
of rent constituting property tax has been provided to the renter.

Sec. 5. Minnesota Statutes 1987 Supplement, section 290A.04, subdivision
2, is amended to read:
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Household Income

$0 to 999
1,000 to 1,999
2,000 to 2,999
3,000 to 3,499
3,500 to 3,999
4,000 to 4,499
4,500 to 4,999
5,000 to 5,999
6,000 to 6,999
7,000 to 7,999
8,000 to 8,999
9,000 to 9,999

10,000 to 10,999
11,000 to 11,999
12,000 to 12,999
13,000 to 13,999
14,000 to 14,999
15,000 to 15,999
16,000 to 16,999
17,000 to 17,999
18,000 to 18,999
19,000 to 19,999
20,000 to 20,999
21,000 to 21,999
22,000 to 22,999
23,000 to 23,999
24,000 to 24,999
25,000 to 25,999
26,000 to 26,999
27,000 to 27,999
28,000 to 28,999
29,000 to 29,999
30,000 to 30,999

LAWS of MINNESOTA for 1988

Percent
of Income

1.0 percent
+4:0 1.1 percent
+:0 1,2 percent
+:0 1.3 percent
40 1.3 percent
40 1.4 percent
46 1.4 percent
40 1.5 percent
4+ 1.5 percent
4+ 1.6 percent
42 1.6 percent
42 1.7 percent
+:3 1.7 percent
44 1.8 percent
4-5 1.8 percent
45 1.9 percent
45 2.0 percent
426 2.1 percent
+:7 2.2 percent
48 2.3 percent
49 2.4 percent
2:0 2.6 percent
21 2.8 percent
22 3.0 percent
22 3.2 percent
22 3.3 percent
2:3 3.4 percent
2:3 3.5 percent
23 3.6 percent
24 3.7 percent
24 3.8 percent
24 3.9 percent
24 4.0 percent

Subd. 2. A claimant whe is disabled or has attained the age of 65 by June
1 of the year in whiech e refund is payable or whe; on the federal tax retusn filed
for the prier year; elaimed a personal exemption for a dependent pursuant to
seetion 151 of the Internal Revenue Code; and whose property taxes payable or
rent constituting property taxes are in excess of the percentage of the household
income stated below shall pay an amount equal to the percent of income shown
for the appropriate household income level along with the percent to be paid by
the claimant of the remaining amount of property taxes payable or rent consti-
tuting property taxes. The state refund will be equal to the amount of property
taxes payable or rent constituting property taxes that remain, up to the state
refund amount shown below.,

Percent

Paid by

Claimant
10 percent
40 11 percent
40 12 percent
41 13 percent
++ 13 percent
4+ 14 percent
+2 14 percent
42 15 percent
42 16 percent
43 17 percent
43 18 percent
43 19 percent
+4 20 percent
44 22 percent
44 24 percent
45 26 percent
46 28 percent
47 30 percent
48 32 percent
49 34 percent
20 36 percent
22 38 percent
24 40 percent
26 42 percent
2% 44 percent
30 46 percent

" 32 48 percent

34 50 percent
36 52 percent
3§ 54 percent
40 56 percent
42 58 percent
44 60 percent
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Maximum
State
Refund

$1,100
$1,100
$1,100
$1,100
$1,100
$1,100
$1,100
$1,100
$1,100
$1,100
$1,100
$1,100
$1,075
$1,075
$1,075
$1,075
$1,075
$1,075
$1,075
$1,050
$1,050
$1,050
$1,050
$1,050
$1,050
$1,025
$1,025
$1,025
$1,025
$1,000
$ 900
$ 800
$ 700
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31,000 to 31,999 25 4.0 percent 46 60 percent $ 600
32,000 to 32,999 25 4.0 percent 48 60 percent $ 500
33,000 to 33,999 2:5 4.0 percent 50 60 percent $ 300
34,000 to 34,999 25 4.0 percent 58 60 percent $ 100

The payment made to a claimant shall be the amount of the state refund
calculated pursuant to this subdivision. For taxes payable in 1989, the amount
of the refund must be reduced by the homestead credit. No payment is allowed
if the claimant’s household income is $35,000 or more.

Sec. 6. Minnesota Statutes 1987 Supplement, section 290A.04, subdivision
2b, is amended to read:

Subd. 2b. The commissioner may reconstruct the tables in subdivisions
subdivision 2 and 2a for homeowners to reflect the elimination of the homestead
credit beginning for claims based on taxes payable in +589 1990.

Sec. 7. Minnesota Statutes 1986, section 290A.04, is amended by adding a
subdivision to read:

Subd. 2h. If the net property taxes payable in 1989 on a homestead increase

more than ten percent over the net property taxes payable in 1988 on the same

homeowner shall be allowed an additional refund equal to 75 percent of the
amount by which the increase exceeds ten percent. This subdivision shall not
apply to any increase in the net property taxes payable attributable to improve-
ments made to the homestead.

A refund under this subdivision ghall not exceed $250.

For purposes of this subdivision, “net property taxes payable” means prop-
erty taxes payable after reductions made pursuant to sections 273.13, subdivisions
22 and 23; 273.132; 273.135; 273.1391; and 273.42, subdivision 2, and any
other state paid property tax credits and after the deduction of tax refund
amounts for which the claimant gualifies pursuant to subdivision 2.

In addition to the other proofs required by this chapter, each claimant
under this subdivision shall file with the property tax refund return a copy of the
property tax statement for taxes payable in the preceding year or other docu-
ments required by the commissioner.

Sec. 8. Minnesota Statutes 1987 Supplement, section 290A.06, is amended
to read:

290A.06 FILING TIME LIMIT, LATE FILING; INCOME TAX RETURN.

Any claim for a refund based on property taxes payable shall be filed with
the department of revenue on or before August 15 of the year in which the
property taxes are due and payable. A eepy of the elaimant’s federal income tax
payable must be filed with the elaim if the elaimant filed a federal income tax
return for that year:
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Any claim for rent constituting property taxes shall be filed with the depart-
ment of revenue on or before August 15 of the year following the year in which
the rent was paid. A copy of the claimant’s federal income tax return for the
taxable year in which the rent was paid must be filed with the claim if the
claimant filed a federal income tax return for that year.

The commissioner may extend the time for filing these claims for a period
not to exceed six months in the case of sickness, absence, or other disability, or
when in the commissioner’s judgment other good cause exists.

A claim filed after the original or extended due date shall be allowed, but
the amount of credit shall be reduced by five percent of the amount otherwise
allowable, plus an additional five percent for each month of delinquency, not
exceeding a total reduction of 25 percent which may be canceled or reduced by
the commissioner in the case of sickness, absence, or other disability, or when in
the commissioner’s judgment other good cause exists. In any event no claim
shall be allowed if the initial claim is filed one year after the original due date
for filing the claim.

The time limit on redetermination of claims for refund and examination of
records shall be governed by sections 290.49, 290.50, and 290.56 and for pur-
poses of computing the time limit as provided in these sections the due date of
the property tax refund return shall be the same as the due date contained in
section 290.42 for an income tax return covering the year in which the rent was
paid or the year preceding the year in which the property taxes are payable.

Sec. 9. [290A.24] FINANCIAL REPORTING.

For financial reporting and accounting purposes and for purposes of the
state budget, the refunds paid under this chapter must be recognized and accounted

1987 Supplement, section 290A.04, subdivision 2.

Sec. 11. Laws 1987, chapter 268, article 3, section 12, is amended to read:
Sec. 12. LIMITATIONS ON PROPERTY TAX REFUNDS.

@ For claims filed based on rent paid in 1986 and property taxes payable
in 1987, the commissioner shall pay 67 100 percent of the payments allowable
under section 290A.04, subdivisions 1 and 2. Fhe eommissioner shall inelude
with each redueed refund a statement that the reduetion is required by this
seetion:
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(b) Minnesota Statutes 1986; seetion 200A-23 dees not apply to claims
based on property iaxes payable in 1988 and rent paid in 1987 under seetion
290A-04; subdivisions - and 2. $125;000:000 is appropriated to the commission-
er of revenue for fisenl year 1089 to pay the elaims: The commissioner shall
estimete the amount of payments ellowable under section 290A-04; subdivisions
1 and 2; by August 25; 1988: I the estimate exeeeds the $125,000,000 limita-
tion; the eommissioner shell propertionally reduee the refunds paid so that the
payable in 1088 and rent paid in 1987 must be reduced by the same pereentage:
H reduced; the eommissioner shall include with each refund o statement that the
reduetion is required by this seetion-

Sec. 12. PAYMENT.

By June 15, 1988, the commissioner of revenue shall pay claimants for

property taxes payable in 1987 the difference between the payments allowable
under Minnesota Statutes, section 290A.04, subdivisions 1 and 2, and the amounts
paid under Laws 1987, chapter 268, article 3, section 12, paragraph (a). The
amounts paid shall be reduced for claims filed after the original or extended due
date as provided in Minnesota Statutes, section 290A.06. Interest shall not be
paid on payments made by June 15, 1988. Thereafter, interest shall be added at
the rate specified in Minnesota Statutes, section 270.76, from June 15, 1988,
until the claim jis paid.

The commissioner of revenue shall include with each payment a statement

explaining that the payment is the balance of the claim filed based on rent paid-

in 1986 or property taxes payable in 1987 and that the payment is required by
this act. The statement must read substantially as follows:

refund check you received last fall, should equal the amount of the refund you
listed on your 1986 property tax refund application.”

Sec 13. REPEALER.

Minnesota Statutes 1987 Supplement, section 290A.04, subdivision 2a, is
repealed.

Sec. 14. APPROPRIATION.
The amount necessary to pay the refunds required in section 12 is appropri-

Sec. 15. EFFECTIVE DATES.
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Sections 1 to 5 and 13 are effective for claims based on rent paid in 1988
and subsequent years and claims based on property taxes payable in 1989 and
subsequent years. Section 6 is effective for claims based on property taxes paid
in 1990. Section 7 is effective for property taxes payable in 1989. Section 8 is
effective for claims based on rent paid in 1987 and subsequent years and claims
based on property taxes payable in 1988 and subsequent years. Sections 10, 11,
12, and 14 are effective the day following final enactment.

ARTICLE 5
PROPERTY TAX REFORM

Section 1. Minnesota Statutes 1987 Supplement, section 124.155, subdivi-
sion 2, is amended to read:

Subd. 2. ADJUSTMENT TO AIDS. 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 defined in section 124A.01;
(b) secondary vocational aid authorized in section 124.573;
(c) special education aid authorized in section 124.32;

(d) secondary vocational aid for handicapped children authorized in section
124,574,

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

(f) aid for pupils of limited English proficiency authorized in section 124.273;
(g) aid for chemical use programs authorized in section 124.246;

(h) interdistrict cooperation aid authorized in section 124.272;

(i) summer program aid authorized in section 124A.033;

(j) transportation aid authorized in section 124.225;

(k) community education programs aid authorized in section 124.271;

() adult education aid authorized in section 124.26;

(m) early childhood family education aid authorized in section 124.2711;
(n) capital expenditure equalization aid authorized in section 124.245;

(o) homestead credit replacement aid auvthorized in seetion 2733394 under
section 273.13 for taxes payable in 1989 and under section 273.1398 for taxes
payable in 1990 and thereafter;
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(p) agricultural credit replacement aid authorized in under section 2734395
273.132 for taxes payable in 1989 and under section 273.1398 for taxes payable
in 1990 and thereafter;

(q) transition aid and disparity reduction aid authorized in section 273.1398;

e (1) attached machinery aid authorized in section 273.138, subdivision 3;
and

€9 (s) teacher retirement and F.I.C.A. aid authorized in sections 124.2162
and 124.2163.

The commissioner of education shall schedule the timing of the adjustments
to state aids and credits specified in subdivision 1, as close to the end of the
fiscal year as possible.

Sec. 2. Minnesota Statutes 1987 Supplement, section 124.2131, subdivi-
sion 3, is amended to read:

Subd. 3. DECREASE IN IRON ORE ASSESSED VALUE, If in any year
the assessed walae gross tax capacity of iron ore property, as defined in section
273.13, subdivision 31 in any district is less than the assessed value gross tax
capacity of such property in the preceding year, the commissioner of revenue
shall redetermine for all purposes the adjusted assessed walue gross tax capacity
of the preceding year taking into account only the decrease in assessed walue
gross tax capacity of iron ore property as defined in section 273.13, subdivision
31. If subdivision 2, clause (a), is applicable to the district, the decrease in iron
ore property shall be applied to the adjusted assessed value as limited therein.
In all other respects, the provisions of clause (1) shall apply.

Sec. 3. Minnesota Statutes 1987 Supplement, section 124.2139, is amended
to read:

124.2139 REDUCTION OF HOMESTEAD C€REDIFT PAYMENTS TO
SCHOOL DISTRICTS.

The commissioner of revenue shall reduce the homestead credit replaee-
ment aid payments under section 273.13 for fiscal year 1990, the sum of the
homestead credit, and transition aid and disparity reduction aid payments under
section 273.1398 for fiscal years 1991 and thereafter made to school districts
pursuant to seetion 2731394 by the product of:

(1) the district’s fiscal year 1984 payroll for coordinated plan members of
the public employees retirement association, times

(2) the difference between the employer contribution rate in effect prior to
July 1, 1984, and the total employer contribution rate in effect after June 30,
1984.

Sec. 4. Minnesota Statutes 1987 Supplement, section 124A.02, subdivision
3a, is amended to read:
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Subd. 3a. ADJUSTED ASSESSED VALUATION. “Adjusted assessed val-
uation” means the assessed valuation of the taxable property notwithstanding
the previsions of seetion 295:49 of the school district as adjusted by the com-
missioner of revenue under section 124.2131. The adjusted assessed valuation
for any given calendar year shall be used to compute levy limitations for levies
certified in the succeeding calendar year and aid for the school year beginning in
the second succeeding calendar year.

Sec. 5. Minnesota Statutes 1987 Supplement, section 124A.02, subdivision
11, is amended to read:

Subd, 11. MINIMUM AID. A qualifying district’s minimum aid for each
school year shall equal its minimum guarantee for that school year, minus the
sum of’

(1) the amount of the district’s homestead credit replacement aid paid
under section 273:1394 and its 273.13, for taxes payable in 1989 and under
section 273.1398 for taxes payable in 1990 and thereafter, agricultural credit
replaeeraent aid under section 273-3395 273.132, for taxes payable in 1989 and
under section 273.1398 for taxes pavable in 1990 and thereafter, and transition
aid and disparity reduction aid paid under section 273.1398 for that school year;
after any positive tax base adjustment but prier to any negative tax base adjust-
ment under section 273:1396;

(2) the amount by which property taxes of the district for use in that school
year are reduced by the attached machinery provisions in section 273.138,
subdivision 6;

(3) the amount by which property taxes of the district for use in that school
year are reduced by the state reimbursed disaster or emergency reassessment
provisions in section 273.123; and

(4) the amount by which property taxes of the district for use in that school
year are reduced by the metropolitan agricultural preserve provisions in section
473H.10.

Sec. 6. Minnesota Statutes 1987 Supplement, section 272.115, subdivision
4, is amended to read:

Subd. 4. No real estate sold on or after January 1, 1978, for which a
certificate of value is required pursuant to subdivision 1 shall reeeive the home-
stead value exemption amount or the agricultural exemption amount ecomputed
in seetion 275-08L: or the taconite homestead eredit provided in seetions 273434
to 273136 be classified as a homestead, unless a certificate of value has been

filed with the county auditor in accordance with this section.

This subdivision shall apply to any real estate taxes that are payable the
year or years following the sale of the property.

Sec. 7. Minnesota Statutes 1987 Supplement, section 273.1102, is amended
by adding a subdivision to read:

New language is indicated by underline, deletions by strikeout.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



Ch. 719, Art. 5 LAWS of MINNESOTA for 1988 1846

Subd. 3. [1988 ADJUSTMENT.] For school districts levy limitations or

limitations shall be converted by the department of education to “equalized tax
capacity rates.” For purposes of this calculation, the 1987 adjusted assessed
values of the district shall be converted to “adjusted gross tax capacities” by
multiplving the equalized market values by class of property by the gross tax
capacity rates provided in section 273.13. Each county assessor and the city
assessors of Minneapolis, Duluth, and St. Cloud shall furnish the commissioner

and estimate values where needed, in developing the 1987 tax capacity for each
school district under this section. The requirements of section 124.2131, subdi-
vision 1, paragraph (c), and subdivisions 2 and 3, shall remain in effect.

Sec. 8. Minnesota Statutes 1987 Supplement, section 273.123, subdivision
4, is amended to read: :

Subd. 4. STATE REIMBURSEMENT. The county auditor shall calculate
the tax on the property described in subdivision 2 based on the assessment made
on January 2 of the year in which the disaster or emergency occurred. The
difference between the tax determined on the January 2 assessed value and the
tax actually payable based on the reassessed value determined under subdivision
2 shall be reimbursed to each taxing jurisdiction in which the damaged property
is located. The amount shall be certified by the county auditor and reported to
the commissioner of revenue. The commissioner shall make the payments to
the taxing jurisdictions containing the property at the time distributions are
made pursuant to section 273-3+394 273.13 for taxes payable in 1989, and pursu-
ant to section 273.1398 for taxes payable in 1990 and thereafter, in the same
proportion that the ad valorem tax is distributed.

Sec. 9. Minnesota Statutes 1987 Supplement, section 273.123, subdivision
5, is amended to read:

Subd. 5. COMPUTATION OF CREDITS. The amounts of any credits or
tax relief which reduce the gross tax shall be computed upon the reassessed
value determined under subdivision 2. Payment shall be made pursuant to
section 2731394 273.13 for taxes payable in 1989, and pursuant to section
273.1398 for taxes payable in 1990 and thereafter. For purposes of the property
tax refund, property taxes payable, as defined in section 290A.03, subdivision
13, and net property taxes payable, as defined in section 290A.04, subdivision
2d, shall be computed upon the reassessed value determined under subdivision

2.

Sec. 10. Minnesota Statutes 1987 Supplement, section 273.124, subdivi-
sion 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 1b under section 273.13, subdivision
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22, paragraph (b), or class 2a 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 corpora-
tion 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 2a property or as class 1b property
under section 273.13, subdivision 22, paragraph (b), but the property eligible is
limited to the residence itself and as much of the land surrounding the home-
stead, 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.

Sec. 11. Minnesota Statutes 1987 Supplement, section 273.124, subdivi-
sion 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
1 or class 2a or the value of the first tier of assessment gross tax capacity
percentages provided under section 273.13, subdivision 22, or 23, paragraph (a)
is entitled to assessment as a homestead under section 273.13, subdivision 22 or
23; and the homestead exemption under section 275:081; subdivision 2. The
limitation in this subdivision does not apply to buildings containing fewer than
four residential units or to a single rented or leased dwelling unit located within
or attached to a private garage or similar structure owned by the owner of a
homestead and located on the premises of that homestead.

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 tax provided under sections 273.135 and 273.1391 apply
to the value of both the homestead and the nonhomestead portions of the
property.

Sec. 12. Minnesota Statutes 1987 Supplement, section 273.124, subdivi-
sion 13, is amended to read:

Subd. 13. SOCIAL SECURITY NUMBER REQUIRED FOR HOME-
STEAD APPLICATION. Beginning with the January 2; 1987 assessment; Every
property owner applying for homestead classification must furnish to the county
assessor that owner’s social security or taxpayer identification number. If the
social security or taxpayer identification number is not provided, the county
assessor shall classify the property as nonhomestead. The social security num-
bers of the property owners are private data on individuals as defined by section
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13.02, subdivision 12, but, notwithstanding that section, the private data may be
disclosed to the commissioner of revenue.

At the request of the commissioner, each county must give the commission-
er a Hsting list that includes the name and social security or taxpayer identification
number of each property owner applying for homestead classification.

If, in comparing the lists supplied by the counties, the commissioner finds
that a property owner is claiming more than one homestead, the commissioner
shall notify the appropriate counties. Within 90 days of the notification, the
county assessor shall investigate to determine if the homestead classification was
properly claimed. If the property owner does not qualify, the county assessor
shall notify the county auditor who will determine the amount of homestead
benefits that had been improperly allowed. For the purpose of this section,
“homestead benefits” means the tax reduction resulting from the hemestead
exemption amount provided under seetion 275:081 classification as a homestead
under section 273.13, the homestead credit under section 273.13 for taxes pay-
able in 1989 and under section 273.1398 for taxes payable in 1990 and thereaf-
ter, the taconite homestead credit, and the supplemental homestead credit, and
the tax reduction resulting from the agricultural exemption amount provided in
gseetion 27508+ credit under section 273.132 for taxes payable in 1989 and
under section 273.1398 for taxes payable in 1990 and thereafter. The county
auditor shall send a notice to the owners of the affected property, demanding
reimbursement of the homestead benefits plus a penalty equal to 25 percent of
the homestead benefits. The property owners may appeal the county’s determi-
nation by filing a notice of appeal with the Minnesota tax court within 60 days
of the date of the notice from the county.

If the amount of homestead benefits and penalty is not paid within 60 days,
and if no appeal has been filed, the county auditor shall certify the amount to
the succeeding year’s tax list to be collected as part of the property taxes.

Any amount of homestead benefits recovered from the property owner must
be transmitted to the commissioner by the end of each calendar quarter. Any
amount recovered attributable to taconite homestead credit shall be transmitted
to the St. Louis county auditor to be deposited in the taconite property tax relief
account. The amount of penalty collected must be deposited in the county
general fund.

The commissioner will provide suggested homestead applications to each
county. If a property owner has applied for more than one homestead and the
county assessors cannot determine which property should be classified as home-
stead, the county assessors will refer the information to the commissioner. The
commissioner shall make the determination and notify the counties within 60
days.

In addition to lists of homestead properties, the commissioner may ask the
counties to furnish lists of all properties and the record owners.
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Sec. 13. Minnesota Statutes 1987 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 subdivisien 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 subdivision
subdivisions 22 and 23 in the auditor’s 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 certified in the abstracts of tax
lists. The commissioner of revenue shall review such certifications to determine
their accuracy. The commissioner may make such changes in the certification as
are deemed necessary or return a certification to the county auditor for correc-
tions,

(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 5 20 and December 15 of each
year,

Sec. 14, Minnesota Statutes 1986, section 273.13, is amended by adding a
subdivision to read:

Subd. 21a. TAX CAPACITY. In this section, wherever the “tax capacity” of

property’s “net tax capacity” or its “gross tax capacity,” the “net tax capacity”
and “gross tax capacity” of that property are the same as its “tax capacity.”

Sec. 15, Minnesota Statutes 1987 Supplement, section 273.13, subdivision
22, is amended to read:

Subd. 22. CLASS 1. (a) Except as provided in subdivision 23, real estate
which is residential and used for homestead purposes is class 1. The market |
value of class la property must be determined based upon the value of the
house, garage, and land.

The first $68,000 of market value of class 1a property must be assessed at
44 bas a net tax capacity of one percent of its market value and a gross tax
capacity of 2.17 percent of its market value. The heomestead market value of
class la property that exceeds $68,000 must be assessed at 27 but does not
exceed $100,000 has a tax capacity of 2.5 percent of its market value. The
market value of class 1a property that exceeds $100,000 has a tax capacity of 3.3

percent of its market value.

New language is indicated by underline, deletions by strikeout.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



Ch. 719, Art. 5 LAWS of MINNESOTA for 1988 1850
(b) Class 1b property includes real estate or manufactured homes used for
the purposes of a homestead by

(1) any blind person, if the blind person is the owner thereof or if the blind
person and the blind person’s spouse are the sole owners thereof;, or

(2) any person, hereinafter referred to as “veteran,” who:
(i) served in the active military or naval service of the United States; and

(ii) i1s entitled to compensation under the laws and regulations of the United
States for permanent and total service-connected disability due to the loss, or
loss of use, by reason of amputation, ankylosis, progressive muscular dystro-
phies, or paralysis, of both lower extremities, such as to preclude motion without
the aid of braces, crutches, canes, or a wheelchair; and

(iii) with assistance by the administration of veterans affairs has acquired a
special housing unit with special fixtures or movable facilities made necessary by
the nature of the veteran’s disability, or the surviving spouse of the deceased
veteran for as long as the surviving spouse retains the special housing unit as a
homestead; or

(3) any person who:

(i) is permanently and totally disabled and

(ii) receives 90 percent or more of total income from

(A) aid from any state as a result of that disability; or
(B) supplemental security income for the disabled; or

(C) workers’ compensation based on a finding of total and permanent dis-
ability; or

(D) social security disability, including the amount of a disability insurance
benefit which is converied to an old age insurance benefit and any subsequent
cost of living increases; or

(E) aid under the Federal Railroad Retirement Act of 1937, United States
Code Annotated, title 45, section 228b(a)5; or

(F) a pension from any local government retirement fund located in the
state of Minnesota as a result of that disability; or

is 150 percent or less of the federal poverty level.

Property is classified and assessed pursuant to clause (1) only if the commis-
sioner of jobs and training certifies to the assessor that the owner of the property
satisfies the requirements of this subdivision. The commissioner of jobs and
training shall provide a copy of the certification to the commissioner of revenue.
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Class 1b propesty is valued and assessed a5 follows: in the ease of agrienl-
tural land; including e maenufactured home; used for a homestead; the first
$33,600 of market value shall be valued and assessed ot five pereent; the next
M%efmm&%eshaﬂbe%edandessessedatﬂpefeeﬁt-aﬂdfhe
reragining market value shell be vealued and assessed at 18 percent: and in the
ease of all other real estate and manufactured homes; the first $34;000 of market
value shall be walued and assessed at five pereent; the next $34;000 of market
¥aluo shall be walued and assessed at 17 perecent; and the remaining market
walue shall be valued and assessed at 2% pereent: In the ease of aprieultural land
ineluding o manufactured home used for purpeses of & homestead; the commis-
sioner of revenue shall adjust; as provided in seetiop 273131 the maximum
amount of the market value of the homestead brackets subjeet to the five pereent
and 18 percent rates: and for all other real estate and manufactured homes; the
eomntissioner of revenue shell adjust; as provided in seetion 273131tk the
maximum amount of the market vealue of the homestead braekets subjeet to the
five pereent and 17 percent fates: Permanently and totally disabled for the
purpose of this subdivision means a condition which is permanent in nature and
totally incapacitates the person from working at an occupation which brings the
person an income. The ﬁrst $32 000 market value of class 1b property has a net

whlchever is s appropriate, of similar market value.

(c) Class 1c property is commercial use real property that abuts a lakeshore
line and is devoted to temporary and seasonal residential occupancy for recrea-
tional purposes but not devoted to commercial purposes for more than 200 days
in the year preceding the year of assessment, and that includes a portion used as
a homestead by the owner. H must be assessed at 12 Class 1c property has a tax
capacity of .9 percent of market value with the following limitation: the area of
the property must not exceed 100 feet of lakeshore footage for each cabin or
campsite located on the property up to a total of 800 feet and 500 feet in depth,
measured away from the lakeshore.

(d) For taxes levied in 1988, payable in 1989 only, the tax to be paid on
class la or class 1b property; less any reduction reeeived pursuant to seetions
273123 and 473H-10, shall be reduced by 54 percent of the tax imposed on the
first $68,000 of market value. The amount of the reduction shall not exceed

$700 $725.

Sec. 16. Minnesota Statutes 1987 Supplement, section 273.13, subdivision
23, is amended to read:

Subd. 23. CLASS 2. (a) Class 2a property is agricultural land including any
improvements that is homesteaded; together with the house and garage. The
first $66;000 of market value of an agricultural homestead is valued at 30
pefeent— The market value of the house and garage and immediately surround-
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percent of market value and a gross tax capacity of 1.75 percent of market value.

than $65,000, the value of the remaining land including improvements equal to
the difference between $65,000 and the market value of the house, garage, and

value. The ranaining value of class 2a property is assessed at 40 over the
$65,000 market value that does not exceed 320 acres has a net tax capacity of
1.44 percent of market value and a gross tax capacity of 2.25 percent of market
value. The remaining property over the $65,000 market value in excess of 320
acres has a net tax capacity of 1.665 percent of market value and a gross tax

capacity of 2.25 percent of market value.

Noncontiguous land shall constitute class 2a only if the homestead is classified
as class 2a and the detached land is located in the same township or city or not
farther than two townships or cities or combination thereof from the homestead.

Agricultural land used for purposes of a homestead and actively farmed by
a person holding a vested remainder interest in it must be classified class 2a. If
agricultural land is classified class 2a, any other dwellings on the land used for
purposes of a homestead by persons holding vested remainder interests who are
actively engaged in farming the property, and up to one acre of the land sur-
rounding each homestead and reasonably necessary for the use of the dwelling as
a home, must also be assessed class 2a and is entitled to the homestead credit.

For taxes levied in 1988, payable in 1989 only, the tax to be paid on class
2a property; less any reduetion reeeived pursuant to seetions 273-123 and 473HI0
and class 1b property under section 273.13, subdivision 22, paragraph (b), used
for agricultural purposes shall be reduced by 52 54 percent of the tax. The
amount of the reduction shall not exceed $7008 $725.

(b) Class 2b property is (1) real estate, rural in character and used exclusive-
ly for growing trees for timber, lumber, and wood and wood products; and (2)
real estate that is nonhomestead agricultural land. Class 2b property is assessed

capacity of 2.25 percent of market value.

Agricultural land as used in this section shall mean means contiguous acre-
age of ten acres or more, primarily used during the preceding year for agricultur-
al purposes. Agricultural use may include pasture, timber, waste, unusable wild
land and land included in federal farm programs.

Real estate of less than ten acres used principally for raising poultry, live-
stock, fruit, vegetables or other agricultural products, including the breeding of

agricultural use, shall be considered as agricultural land, if it.is not used primari-
ly for residential purposes.
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The assessor shall determine and list separately on the records the market
value of the homestead dwelling and the one acre of land on which that dwelling
is located. If any farm buildings or structures are located on this homesteaded
acre of land, their market value shall not be included in this separate determina-
tion.

Sec. 17. Minnesota Statutes 1987 Supplement, section 273.13, subdivision
24, is amended to read:

Subd, 24. CLASS 3. (a) Commercial aad, industrial, and utility property is
class 3a, It is assessed at 60 has a tax capacity of 3.3 percent of the first $86;600
$100,000 of market value and 96 5.25 percent of the market value over $86;006
$100,000. For taxes payable in 1991, the 5.25 percent rate shall be 5.2 percent
and for taxes payable in 1992 and subsequent years the rate shall be 5.15
percent. In the case of state-assessed commercial ef, industrial, and utility
property owned by one person or entity, only one parcel may gualify for the 60
has a tax capacity 3.3 percent assessment. In the case of other commercial er,
industrial, and utility property owned by one person or entity, only one parcel in
each county may qualify for the 60 has a tax capacity of 3.3 percent assessment.

(b) Employment property defined in section 469.166, during the period
provided in section 469.170, shall constitute class 3b and shall be vealued and
assessed at 45 has a tax capacity of 2.5 percent of the first $50,000 of market
value and 58 3.5 percent of the remainder, except that for employment property
located in a border city enterprise zone designated pursuant to section 469.168,
subdivision 4, paragraph (c), the tax capacity of the first $80;660 $100,000 of
market value shell be wvalued and assessed at 60 is 3.3 percent and the tax
capacity of the remainder shall be assessed and valued &t 86 is 4.8 percent,
unless the governing body of the city designated as an enterprise zone deter-
mines that a specific parcel shall be assessed pursuant to the first clause of this
sentence. The governing body may provide for assessment under the first clause
of the preceding sentence only for property which is located in an area which has
been designated by the governing body for the receipt of tax reductions autho-
rized by section 469.171, subdivision 1.

Sec. 18. Minnesota Statutes 1987 Supplement, section 273.13, subdivision
25, is amended to read:

Subd. 25. CLASS 4. (a) Class 4a is residential real estate containing four or
more units and used or held for use by the owner or by the tenants or lessees of
- the owner as a residence for rental periods of 30 days or more. Class 4a also
includes hospitals licensed under sections 144.50 to 144.56, other than hospitals
exempt under section 272.02, and contiguous property used for hospital pur-
poses, without regard to whether the property has been plaited or subdivided.
Class 4a property is assessed at 70 has a tax capacity of 4.1 percent of market
value,

(b) Class 4b includes:
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(1) residential real estate containing less than four units, other than seasonal
residential, recreational, and hemesteads a structure having five or more stories
that is constructed with materials meeting the requirements for type I or II
construction as defined in the state building code, 90 percent or more of which

date of completion of original construction, or the date of initial though
partial use, whichever is the earlier date;

(2) 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;

(3) manufactured homes not classified under any other provision; and

(4) a dwelling, garage, and surrounding one acre of property on a nonhomes-
tead farm classified under subdivision 23, paragraph (b), which has a tax capaci-
ty of 2.7 percent of market value.

Class 4b property is assessed at 60 pereent for taxes levied in 1988; payable
in 1989 and thereafter has a tax capacity of 3.5 percent of market value, except
as provided in clause (4).

(c) Class 4c property includes:

(1) 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
rules promuigated 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 provisions of either of those acts and acts amend-
atory thereof. This clause applies only to property of a nonprofit or limited
dividend entity. Property is classified as class 4c under this clause for 15 years
from the date of the completion of the original construction or substantial
rehabilitation, or for the original term of the loan;

(2) a structure that is:

(i) 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

(ii) 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. Property is classified as class 4c under this
clause for the term of the housing assistance payments contract, including all
renewals, or for the term of its permanent financing, whichever is shorters; and

(3) a gualified low-income building that (i) receives a low-income housing
credit under section 42 of the Internal Revenue Code of 1986, as amended
through December 31, 1987; or (ii) meets the requirements of that section.
Classification pursuant to this clause is limited to buildings the construction or
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For all properties described in clauses (1) and @), (2), and (3) and in
paragraph (d), elause (2); the market value determined by the assessor must be
based on the normal approach to value using normal unrestricted rents. The
land on which these structures are situated has a tax capacity of 3.5 percent of
market value if the structure contains fewer than four units and 4.1 percent of

) (4) 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 neighbor-
hood feal 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. This clause does not apply to any portion of the land or improve-
ments used for nonresidential purposes. For purposes of this clause, a lower
income family is a family with an income that does not exceed 65 percent of the
median family income for the area, and a lower income individual is an individ-
ual whose income does not exceed 65 percent of the median individual income
for the area, as determined by the United States Secretary of Housing and
Urban Development. For purposes of this clause, “neighborhood real estate
trust” means an entity which is certified by the governing body of the municipal-
ity in which it is located to have the following characteristics: (a) it is a
nonprofit corporation organized under chapter 317; (b) it has as its principal
purpose providing housing for lower income families in a specific geographic
community designated in its articles or bylaws; (c) it limits membership with
voting rights to residents of the designated community; and (d) 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; and

€ (5) except as provided in subdivision 22, paragraph (&) (c), elause ();
real property devoted to temporary and seasonal residential occupancy for recre-
ation purposes, including real property devoted to temporary and seasonal resi-
dential occupancy for recreation purposes and not devoted to commercial purposes
for more than 200 days in the year preceding the year of assessment. For this
purpose, property is devoted to commercial use on a specific day if it is used, or
offered for use, and a fee is charged for the use. Class 4c¢ also includes commer-
cial use real property used exclusively for recreational purposes in conjunction
with class 4c¢ property devoted to temporary and seasonal residential occupancy
for recreational purposes, up to a total of two acres, provided the property is not
devoted to commercial recreational use for more than 200 days in the year
preceding the year of assessment and is located within two miles of the class 4¢
property with which it is used. Class 4¢ property classified in clauses (5) and (6)
also includes the remainder of class 4€ lc resorts and has a tax capacity of 2.6
percent of market value, except that noncommercial seasonal recreational prop-
erty has a tax capacity of 2.3 percent of market value; and

) (6) real property up to a maximum of one acre of land owned by a
nonprofit community service oriented organization; provided that the property
is not used for a revenue-producing activity for more than six days in the
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calendar year preceding the year of assessment and the property is not used for
residential purposes on either a temporary or permanent basis. For purposes of
this clause, a “nonprofit community service oriented organization” means any
corporation, society, association, foundation, or institution organized and oper-
ated exclusively for charitable, religious, fraternal, civic, or educational pur-
poses, and which is exempt from federal income taxation pursuant to section
501(c)(3), (10), or (19) of the Internal Revenue Code of 1986, as amended
through December 31, 1986. For purposes of this clause, “revenue-producing
activities” shall include but not be limited to property or that portion of the
property that is used as an on-sale intoxicating liquor or nonintoxicating malt
liquor establishment licensed under chapter 340A, a restaurant open to the
public, bowling alley, a retail store, gambling conducted by organizations licensed
under chapter 349, an insurance business, or office or other space leased or
rented to a lessee who conducts a for-profit enterprise on the premises. Any
portion of the property which is used for revenue-producing activities for more
than six days in the calendar year preceding the year of assessment shall be
assessed as class 3a. The use of the property for social events open exclusively
to members and their guests for periods of less than 24 hours, when an admis-
sion is not charged nor any revenues are received by the organization shall not
be considered a revenue-producing activity; and

Class 4c property is assessed at 50 classified under clauses (1), (2), (3), and
(4) has a tax capacity of 2.5 percent of market value.

(d) Class 4d property includes:

) commereint use real property that abuts a lakeshore line and is deveted
to temporary and seasonal residential eccupaney for reereational purpeses but
not devoted to commereial purpoeses for mere than 200 days in the year preeed-
ing the year of assessment; and that ineludes & poertion used as a homestead by
the ewner: Fhe aren of the property that is elassified as elass 4d must not execed
100 feet of lakeshore footage for each eabin or eampsite loeated on the property
up to a total of 300 feet and 500 feet in depth; measured away frem the
lelceshore:

) any structure:

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

(iii) financed by a direct loan or insured loan from the farmers home admin-
istration. Property saust be assessed is classified under this clause for 15 years
from the date of the completion of the original construction or for the original
term of the loan.

The 30 pereent and 50 pereent assessment rattes 1.5 percent and 2.5 percent
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tax capacity assignments apply to the properties described in paragraph (c),
clauses (1) and ), (2), and (3) and this clause, only in proportion to occupancy
of the structure by elderly or handicapped persons or low and moderate income
families 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. Classification under this clause is only available
to property of a nonprofit or limited dividend entity: and

3) the first $34;000 of market value of real estate or manufactured homes
used for the purpeses of a homestead by

€) any blind persen; if the blind persen is the ovwner thereof or if the blind
persen and the blind person’s spouse are the sole owners thereof; or

i) any persen; hereinafter referred to 88 “veteram™ whe:

€A) served in the aetive military or naval serviee of the United States: and

€B) is entitled to compensation under the laws and regulations of the United
States for permanent and total serviec-conneeted disability due te the loss; or
loss of use; by reason of amputetion; anlolesis; progressive museular dystro-

phies; or paralysis; of both lower extremities; such as to preclude motion witheut
the aid of braeces; erutebes; eanes; or & wheelehairs and

€©) with assistanee by the administration of veterans affairs has sequired &
the nature of the veteran’s disability; er the surviving spouse of the deeeased
wveteran for as long as the surviving spouse retains the speecial housing unit as a
homestead: or

A) is permanently and tetally disabled and

€B) reeeives 90 percent or more of total income from |

D aid from any state as & result of that disability: er

) supplemental seeurity income for the disabled: or

€3) workers’ compensation based on & finding of total and permanent dis-
ability: or

4 seeial sceurity disability; including the amount of a disability insuranece
benefit which is eenverted to an old age insurance benefit and any subsequent
eest of living inereases: or

Ceode Annetated; title 45; seetion 228b(a)5; or
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€6) a pensien frem any loeal government retirement fund loeated in the
state of Minnesote as & result of that disability:

Property is classified and assessed pursuant to this elause only if the eom-
missioner of human serviees certifies to the assesser that the ewner of the
property satisfies the requirements of this subdivision: The commissioner of
human servieces shall provide & copy of the eertifieation to the commissioner of
revenue:

The remaining valae of olass 4(d)3) property in exeess of $34;000 shall be
yalued and assessed under subdivision 22 ef 23; a3 appropriate; provided that
only the value in exeess of $34;000 but not in exeess of $68;000 is assessed at
exeess of $34:000 but not in execess of $66;000 is assessed at the rate provided
for the first tier of value in subdivision 23.

Class 4d property is essessed at 30 pereent of market velue has a tax
capacity of 1.5 percent of market value.

Sec. 19. Minnesota Statutes 1987 Supplement, section 273.13, subdivision
31, is amended to read:

Subd. 31. CLASS 5. All property not included in any other class is class 5
property and is assessed at 96 pereent of market value.

(a) Tools, implements, and machinery of an electric generating, transmis-
sion, or distribution system or a pipeline system transporting or distributing
water, gas, crude crude oil, or petroleum products or mains and pige used in the

which are fixtures, have a tax capacity of 4.6 percent of market value.

(b) Unmined iron ore and low-grade iron-bearing formations as defined in

section 273.14 have a tax capacity of 5.25 percent of market value,

(¢) Vacant land has a tax capacity of 5.25 percent of market value.

gercen of market value.
Sec. 20. Minnesota Statutes 1986, section 273.1315, is amended to read:
273.1315 CERTIFICATION OF 1B PROPERTY.

Any property owner seeking classification and assessment of the owner’s
homestead as class 1b property pursuant to section 273.13, subdivision 22,
paragraph (b), clause (2) or (3), shall file with the commissioner of revenue for
each assessment year a 1b homestead declaration, on a form prescribed by the
commissioner. The declaration shall contain the following information:

(a) the information necessary to verify that the property owner or the owner’s
spouse satisfies the requirements of section 273.13, subdivision 22, paragraph
(b), clause (2) or (3), for 1b classification;
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(b) the property owner’s household income, as defined in section 290A.03,
for the previous calendar year; and

(c) any additional information prescribed by the commissioner.

The declaration shall be filed on or before March 1 of each year to be
effective for property taxes payable during the succeeding calendar year. The
declaration and any supplementary information received from the property owner
pursuant to this section shall be subject to section 290A.17.

The commissioner shall provide to the assessor on or before April 1 a listing
of the parcels of property qualifying for 1b classification.

Sec. 21, [273.132] STATE AGRICULTURAL CREDIT.

Subdivision 1. AGRICULTURAL HOMESTEAD PROPERTY. For taxes
levied in 1988, payable in 1989 only, the county auditor shall reduce the tax for
all purposes on all property receiving the homestead credit under section 273.13,
subdivision 23, by an amount equal to 36 percent of the tax levy imposed on up

Subd. 2. OTHER AGRICULTURAL PROPERTY. For taxes levied in
1988, payable in 1989 only, the county auditor shall reduce the tax for all
purposes on all other agricultural lands classified under section 273.13, subdivi-
sion 23, including buildings and structures thereon but excluding all dwellings

section 273.13, subdivision 23, paragraph (b) by an amount equal to 26 percent
of the tax levy imposed on the property.

Subd. 3. ADMINISTRATION. The amounts so computed by the county
auditor shall be submitted to the commissioner of revenue as part of the abstracts
of tax lists required to be filed with the commissioner under the provisions of
section 275.29. Any prior year adjustments shall also be certified in the abstracts
of tax lists. The commissioner of revenue shall review the certifications to
determine their accuracy and may make changes in the certification as deemed
necessary or return a certification to the county auditor for corrections.

Subd. 4. PAYMENT TO TAXING JURISDICTIONS. Payment from the
genera] fund must be made to each taxing jurisdiction to replace the revenue lost
as a result of the credit provided in this section. Payment to taxing jurisdictions
other than school districts must be made by the commissioner in equal install-
ments on or before July 20 and December 15 each year. Payment to school

273.1392.

Subd. 5. APPROPRIATION. The amount necessary to make the payments
required under this section is appropriated from the general fund in the state
treasury to the commissioners of revenue and education for property taxes

payable in 1989.
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Sec. 22. Minnesota Statutes 1987 Supplement, section 273.135, subdivi-
sion 2, is amended to read:

Subd. 2. For taxes payable in 1989 only, the amount of the reduction
authorized by subdivision 1 shall be:

(a) In the case of property located within the boundaries of 2 municipality
which meets the qualifications prescribed in section 273.134, 66 percent of the
net tax up to the taconite breakpoint plus a percentage equal to the homestead

provided that the reduction shall not exceed the maximum amounts specified in
clause (c), and shall not exceed an amount sufficient to reduce the effective tax
rate on each parcel of property to 95 percent of the base yvear effective tax rate.

(b) In the case of property located within the boundaries of a school district
which qualifies as a tax relief area but which is outside the boundaries of a

municipality which meets the qualifications prescribed in section 273.134, 57
percent of the net tax up to the taconite breakpoint plus a percentage equal to

taconite breakpoint, provided that the reduction shall not exceed the maximum
amounts specified in clause (c), and shall not exceed an amount sufficient to
reduce the effective tax rate on each parcel of property to 95 percent of the base

less than $10.

(c)(1) The maximum reduction of the net tax up to the taconite breakpoint
is $225.40 on property described in clause (a) and $200.10 on property described
in clause (b), for taxes payable in 1985. These maximum amounts shall increase
by $15 times the quantity one minus the homestead credit equivalency percent-
age per year for taxes payable in 1986 and subsequent years.

(2) The total maximum reduction of the net tax on property described in

clause (a) is $490 for taxes payable in 1985. The total maximum reduction for
the net tax on property described in clause (b) is $435 for taxes payable in 1985,
These maximum amounts shall increase by $15 per year for taxes payable in

1986 and thereafter.

ing for the maximum reduction pursuant to section 273.13, subdivision 22,
rounded to the nearest whole dollar, “homestead credit equivalency percentage”
means a percentage equal to the percentage reduction authorized in section
273.13, subdivision 22, “effective tax rate” means tax divided by the market
value of the property, and the “base year effective tax rate” means the tax on the
property after the application of the credits payable under section 273.13, subdi-
visions 22 and 23, and this section for taxes payable in 1988, divided by the
market value of the property. A new parcel of property or a parcel with a
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Subd. 2a. For taxes payable in 1990 and thereafter, the amount of the
reduction authorized by subdivision 1 shall be

(a) In the case of property located within the boundaries of a municipality
which meets the qualifications prescribed in section 273.134, 66 percent of the
tax, provided that the reduction shall not exceed the maximum amounts specified
in clause (c) and shall not exceed an amount sufficient to reduce the effective tax
rate on each parcel of property to 95 percent of the base year effective tax rate.

(b) In the case of property located within the boundaries of a school district
which qualifies as a tax relief area but which is outside the boundaries of a
municipality which meets the qualifications prescribed in section 273.134, 57
percent of the tax, provided that the reduction shall not exceed the maximum
amounts specified in clause (¢) and shall not exceed an amount sufficient to
reduce the effective tax rate on each parcel of property to 95 percent of the base

less than $10.

(c) The total maximum reduction of the net tax on property described in
clause (a) is $490 for taxes payable in 1985. The total maximum reduction for
the net tax on property described in clause (b) is $435 for taxes payable in 1985.
These maximum amounts shall increase by $15 per year for taxes payable in
1986 and thereafter.

For the purposes of this subdivision, “tax” means the tax on the property
before application of the credit payable under this section and “effective tax
effective tax rate” means @—tlx on the property after the application of the
credits payable under section 273.13, subdivisions 22 and 23, and this section

equivalent homesteaded parcel.

Sec. 23. Minnesota Statutes 1987 Supplement, section 273.1391, subdivi-
sion 2, is amended to read:

(a) In the case of property located within a school district which does not
meet the gualifications of section 273.134 as a tax relief area, but which is
located in a county with a population of less than 100,000 in which taconite is
mined or quarried and wherein a school district is located which does meet the
qualifications of a tax relief area, and provided that at least 90 percent of the
area of the school district which does not meet the qualifications of section
273.134 lies within such county, 57 percent of the net tax up to the taconite
breakpoint plus a percentage equal to the homestead credit equivalency percent-
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273.134, provided that the amount of said reduction shall not exceed the maxi-
mum amounts specified in clause (c), and shall not exceed an amount sufficient

to reduce the effective tax rate on each parcel of property to 95 percent of the

applicable to property located within the boundaries of the county described
therein.

(b) In the case of property located within a school district which does not
meet the qualifications of section 273.134 as a tax relief area, but which is
located in a school district in a county containing a city of the first class and a

qualifying municipality, but not in a school district containing a city of the first

school district so adjacent contains a gualifying municipality, 57 percent of the
net tax up to the taconite breakpoint plus a percentage equal to the homestead
credit equivalency percentage of the net tax in excess of the taconite breakpoint,

but not to exceed the maximums specified in clause (c), and shall not exceed an

amount sufficient to reduce the effective tax rate on each parcel of property to 95
percent of the base year effective tax rate. In no case will the reduction resulting

(c)(1) The maximum reduction of the net tax up to the taconite breakpoint
is $200.10 for taxes payable in 1985. This maximum amount shall increase by
$15 multiplied by the quantity one minus the homestead credit equivalency
percentage per year for taxes payable in 1986 and subsequent years.

1985. This total maximum amount shall increase by $15 per year for taxes
payable in 1986 and thereafter.

For the purposes of this subdivision, “net tax” means the fax on the proper-
ty after deduction of any credit under section 273.13, subdivision 22 or 23,
“taconite breakpoint” means the lowest possible net tax for a homestead qualify-
ing for the maximum reduction pursuant to section 273.13, subdivision 22,
rounded to the nearest whole dollar, “homestead credit equivalency percentage”
means a percentage equal to the percentage reduction authorized in section
273.13, subdivision 22 and “effective tax rate” means tax divided by the market
value of the property, and the “base year effective tax rate” means the tax on the

property after application of the credits payable under section 273.13, subdivi-

tax rate as an equivalent homesteaded parcel.

Subd. 2a. For taxes payable in 1990 and thereafter, the amount of the
reduction authorized by subdivision 1 shall be:

(a) In the case of property located within a school district which does not
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meet the qualifications of section 273.134 as a tax relief area, but which is
located in a county with a population of less than 100,000 in which taconite is
mined or quarried and wherein a school district is located which does meet the
qualifications of a tax relief area, and provided that at least 90 percent of the
area of the school district which does not meet the qualifications of section
273.134 lies within such county, 57 percent of the tax, provided that the amount
of said the reduction shall not exceed the maximum amounts specified in clause

case will the reduction resulting from this credit be less than $10. The reduction
provided by this clause shall only be applicable to property located within the
boundaries of the county described therein.

(b) In the case of property located within a school district which does not
meet the qualifications of section 273.134 as a tax relief area, but which is
located in a school district in a county containing a city of the first class and a
qualifying municipality, but not in a school district containing a city of the first
class or adjacent to a school district containing a city of the first class unless the
school district so adjacent contains a qualifying municipality, 57 percent of the

(c) The total maximum reduction of the tax is $435 for taxes payable in
1985. This total maximum amount shall increase by $15 per year for taxes
payable in 1986 and thereafter.

For the purposes of this subdivision, “tax” means the tax on the property

section 273.13, subdivisions 22 and 23, and this section for taxes payable in
1988, divided by the market value of the property. A new parcel of property or

steaded parcel.

Sec. 24. Minnesota Statutes 1987 Supplement, section 273.1392, is amended
to read: |

The amounts of smell business transition eredit under seetion 273-14035:
disaster or emergency reimbursement under section 273.123; attached machin-
ery aid under section 273.138; homestead credit replacement aid under section |
2733394 273.13; agricultural credit replacement aid under section 2731395
273.132; aids and credits under section 273.1398; and metropolitan agricultural
preserve reduction under section 473H.10, shall be certified to the department
of education by the department of revenue. The amounts so certified shall be
paid according to section 124.195, subdivisions 6 and 10.
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Sec. 25. Minnesota Statutes 1987 Supplement, section 273.1393, is amended
to read:

Notwithstanding any other provisions to the contrary, “net” property taxes
are determined by subtracting the credits in the order listed from the gross tax:

(1) small business property tax transition eredit as provided im seetion
273-1105:

&) diéaster credit as provided in section 273.123;

€3} (2) powerline credit as provided in section 273.42;

&) (3) agricultural preserves credit as provided in section 473H.10;
€5) (4) enterprise zone credit as provided in section 469.171;

(5) state agricultural credit as provided in section 273.132;

(6) state paid homestead credit as provided in section 273.13; subdivision
23; .

(7) taconite homestead credit as provided in section 273.135;
(8) supplemental homestead credit as provided in section 273.1391.

The combination of all property tax credits must not exceed the gross tax
amount.

Sec. 26. §273.1398] TRANSITION AND DISPARITY REDUCTION AID;
CREDIT GUARANTEE.

Subdivision 1. DEFINITIONS. (a) In this section, the terms defined in this
subdivision have the meanings given them.

(b) “Unique taxing jurisdiction” means the geographic area subject to the
same set of mill rates.

(c) “Gross tax capacity” means the product of the appropriate percentages

property within the unique taxing jurisdiction. The total gross tax capacity used
shall be reduced by the sum of (1) the unique taxing jurisdiction’s gross tax
capacity of commercial industrial property as defined in section 473F.02, subdi-
vision 3, multiplied by the ratio determined pursuant to section 473F.08, subdi-
vision 6, for the municipality, as defined in section 473F.02, subdivision 8, in
which the unique taxing jurisdiction is located and (2) the gross tax capacity of
the captured value of tax increment financing districts as defined in section
469.177, subdivision 2. For purposes of determining the gross tax capacity of
property referred to in clauses (1) and (2) for disparity reduction aid payable in
1989, the gross tax capacity before equalization shall equal the property’s 1987
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assessed value multiplied by 12 percent. Gross tax capacity cannot be less than
zero.

(d) “Net tax capacity” means the product of the appropriate percentages of
market value listed as net tax capacities in section 273.13 and equalized market
values. “Total net tax capacity” means the net tax capacities for all property
within the unique taxing jurisdiction. The total net tax capacity used shall be
reduced by the sum of (1) the unique taxing jurisdiction’s net tax capacity of
commercial industrial property as defined in section 473F.02, subdivision 3,
multiplied by the ratio determined pursuant to section 473F.08, subdivision 6,
for the municipality, as defined in section 473F.02, subdivision 8, in which the
unique taxing jurisdiction is located and (2) the net tax capacity of the captured
value of tax increment financing districts as defined in section 469.177, subdivi-
sion 2. For purposes of determining the net tax capacity of property referred to
in clauses (1) and (2), the net tax capacity before equalization shall equal the
property’s 1987 assessed value multiplied by 12 percent. Net tax capacity

payable. For computation of aids payable in 1989 only, if the apgregate assess-
ment sales ratio is less than or equal to 92 percent, the assessment sales ratios by
class shall be adjusted proportionally so that the aggregate ratio of the unequa-

the equalized market values shall equal the unequalized market values divided
by the assessment sales ratio.

(f) “Homestead effective rate” means the product of (i) 46 percent; (ii) 2.17
percent; and (iii) the total tax capacity rate for taxes payable in 1989 within a
unique taxing jurisdiction multiplied by the 1988 aggregate assessment

() For purposes of calculating the transition aid authorized pursuant to
subdivision 2, the “subtraction factor” is the product of (i) a unique taxing
jurisdiction’s homestead effective rate; (if) its net tax capacity; and (iii) 103.

(h) For purposes of calculating and allocating transition aid authorized
pursuant to subdivision 2 and the disparity reduction aid authorized in subdivi-
sion 3, “gross taxes levied on all properties” or “gross taxes” means the total
gross taxes levied on all properties except that levied on the captured value of
tax increment districts as defined in section 469.177, subdivision 2, and that
levied on the portion of commercial industrial properties’ assessed value, as
defined in section 473F.02, subdivision 3, subject to the areawide tax as provid-
ed in section 473F.08, subdivision 6, in a unique taxing jurisdiction before
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aids are payable. For purposes of disparity reduction aid only, total gross taxes
shall be reduced by the taxes levied for any school district referendum levies
authorized pursuant to section 124A.03, subdivision 2, and any school district
debt levies authorized pursuant to section 475.61. Gross taxes levied cannot be
less than zero.

(1) “Income maintenance aids” means:

(1) medical assistance under sections 256B.041, subdivision 3, and 256B.19,
subdivision 1;

(2) preadmission screening and alternative care grants under section 256B.091,
subdivision 8;

(3) general assistance, and work readiness under section 256D.03, subdivi-
sion 2;

[C)] gveneral assistance medical care under section 256D.03, subdivision 6;

(5) aid to families with dependent children under section 256.82, subdivi-
sion 1, including emergency assistance under section 256.871, subdivision 6;
and funeral expense payments under section 256.935, subdivision 1; and

(6) supplemental aid under section 256D.36, subdivision 1.

Subd. 2. TRANSITION AID. (a) Transition aid for each unique taxing
jurisdiction for taxes payable in 1990 equals the total gross taxes levied on all
properties, minus the unique taxing jurisdiction’s subtraction factor. Transition

districts for purposes of general education and transportation levies shall be
multiplied by the ratio of the adjusted gross tax capacity based upon the 1988
adjusted gross tax capacity to the estimated 1987 adjusted gross tax capacity
based upon the 1987 adjusted assessed value. Each county assessor and the city
assessors of Minneapolis, Duluth, and St. Cloud shall furnish the commissioner
of revenue with the 1988 market values for taxes pavable in 1989 for any new
classes of property established in this article. The commissioner shall use

those values, and estimate values where needed, in developing the 1988 tax
capacity for each unique taxing jurisdiction under this section.

(b)(1) The transition aid is allocated to each local government levying taxes
in the unique taxing jurisdiction in the proportion that the local government’s
gross taxes bears to the total gross taxes levied within the unique taxing jurisdic-
tion.

taxing authority.
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(c) In 1991 and subsequent years, a local government shall receive transition

sentence of subdivision 6.

(d) The difference between (1) the income maintenance aids payable to a

the sum of the amount of transition aid a county receives under this subdivision
for all unique taxing jurisdictions located within its borders. The reduction

among all payments of the increased income maintenance aids so that each
payment is reduced by an equal percentage amount. The commissioner of

services for purposes of this adjustment.

Subd. 3. DISPARITY REDUCTION AID. (a) For taxes payable in 1989, a
disparity reduction aid shall be calculated for each unique taxing jurisdiction.
The aid is the greater of:

property within the unique taxing jurisdiction, and (ii) the gross tax capacity of
the unique taxing jurisdiction; or

(2) 20 percent of the difference between (i) the 1988 gross tax of the city or

township, and (ii) 23 percent of the city’s or township’s gross tax capacity.
township, and ot the or lax capacity.

(b) The disparity reduction aid is allocated to each local government levying
taxes in the unique taxing jurisdiction in the proportion that the local govern-
ment’s payable gross taxes bears to the total payable gross taxes levied within the
unique taxing jurisdiction.

(¢) In 1990 and subsequent years, a local government shall receive disparity

Subd. 4. DISPARITY REDUCTION CREDIT, (a) Beginning with taxes
payable in 1989, class 4a, class 3a, and class 3b property located in a border city
enterprise zone designated pursuant to section 469.168, subdivision 4, located in
cities with a population greater than 2,500 and less than 35,000 according to the
1980 decennial census which are adjacent to cities in another state or immedi-
ately adjacent to a city adjacent to a city in another state qualify for disparity
reduction credits, if the adjacent city in the other state has a population of
greater than 5,000 and less than 75,000. The credit is an amount sufficient to

market value.

(b) The county auditor shall annually certify the costs of the credits to the
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department of revenue. The department shall reimburse local governments for
the property taxes foregone as the result of the credits in proportion to their
total levies.

Subd. 5. HOMESTEAD AND AGRICULTURAL CREDIT GUARAN-
TEE. Beginning with taxes payable in 1990, each unique taxing jurisdiction may
receive additional homestead and agricultural credit payments.

(1) Each year, the commissioner shall certify to the county auditor the total
education aids paid under chapters 124 and 124A, transition aid and disparity
reduction aid paid under section 273.1398, local government aid 1o cities, coun-
ties, and towns paid under chapter 477A, and income maintenance aid paid to
counties for each taxing jurisdiction. The county auditor shall apportion each
local government’s aids to the unique taxing jurisdiction based upon the propor-
tion that the unique taxing jurisdiction’s tax capacity bears to the total tax
capacity of the local government.

(2) Each year, the county auditor will compute a gross tax capacity rate for
each taxing jurisdiction equal to its total levy divided by its gross tax capacity.
For each unique taxing jurisdiction, a total gross tax capacity rate will be deter-
mined. This total gross tax capacity rate will be applied against the gross tax
capacity of each property that would have been eligible for the homestead credit
or the agricultural credit for taxes payable in 1989. A credit amount will be
determined for each parcel based upon the credit rate structure in effect for

taxes payable in 1989. The resulting credit amounts will be summed for all

mined in clause (1), the difference will be additional homestead and agricultural
credit payments for the unique taxing jurisdiction. The additional credit amount
shall proportionately reduce the tax capacity rates of all local governments
levying taxes within the unique taxing jurisdiction. The county auditor shall
certify the amounts of all additional credits determined under this section in a
form prescribed by the commissioner.

Subd. 6. PAYMENT. The commissioner shall certify the aids provided in
subdivisions 2 and 3 before September 30 of the year preceding the distribution

year to the county auditor of the affected local government and pay them and
the credit reimbursements to local governments other than school districts at the
times provided in section 477A.015 for payment of local government aid to
taxing jurisdictions. Aids and credit reimbursements to school districts must be
certified to the commissioner of education and paid under section 273.1392.

Payment shall not be made to any taxing jurisdiction that has ceased to levy a

property tax nor shall transition aid be payable on the part of a levy to which

transition aid was separately allocated under subdivision 2, paragraph (b),
clause (2) which is no longer levied.

credits provided under this section is annually appropriated from the general
fund to the commissioner of revenue.

Subd. 7. APPROPRIATION. An amount sufficient to pay the aids and
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Sec. 27. Minnesota Statutes 1987 Supplement, section 273.165, subdivi-
sion 2, is amended to read: )

Subd. 2. IRON ORE, Unmined iron ore included in class 5, paragraph (b),
must be assessed with and as. a part of the real estate in which it is located, but
at the rate its gross tax capacity would be as established in section 273.13,
subdivision 38 31. The real estate in which iron ore is located, other than the
ore, must be classified and assessed in accordance with the provisions of the
appropriate classes. In assessing any tract or lot of real estate in which iron ore
is known to exist, the assessable value of the ore exclusive of the land in which
it is located, and the assessable value of the land exclusive of the ore must be
determined and set down separately and the aggregate of the two must be
assessed against the tract or lot.

Sec. 28. Minnesota Statutes 1987 Supplement, section 273.37, subdivision
2, is amended to read:

Subd. 2. Transmission lines of less than 69 kv, transmission lines of 69 kv
and above located in an unorganized township, and distribution lines, and

equipment attached thereto, having a fixed situs outside the corporate limits of
cities except distribution lines taxed as provided in sections 273.40 and 273.41,
shall be listed with and assessed by the commissioner of revenue in the county
where sitnated. The commissioner shall assess such property at the percentage
of market value fixed by law; and, on or before the 15th day of November, shall
certify to the auditor of each county in which such property is located the
amount of the assessment made against each company and person owning such
. property.

Sec. 29. Minnesota Statutes 1986, section 273.40, is amended to read:
273.40 ANNUAL TAX ON COOPERATIVE ASSOCIATIONS.

Cooperative associations organized under the provisions of Laws 1923, chap-
ter 326, and laws amendatory thereof and laws supplemental thereto, and engaged
in electrical heat, light or power business upon a mutual, nonprofit, and coopera-
tive plan in rural areas, as hereinafter defined, are hereby recognized as quasi-
public in their nature and purposes; but such cooperative associations, which
operate within the corporate limits of any city shall be assessed on the basis of
43 pereent have a tax capacity of the market value of that portion of its property
located within the corporate limits of any city as provided for in section 273.13,
subdivisions 24 and 31.

Sec. 30. [275.065] PROPOSED PROPERTY TAXES; NOTICE.

Subdivision 1. PROPOSED LEVY. On or before August 1, each taxing
authority shall adopt a proposed budget and certify to the county auditor the
proposed property tax levy for taxes payable in the following vear. For purposes
of this section, “taxing authority” shall include all home rule and statutory cities
with a population of over 2,500, counties, school districts, the metropolitan
council, and the metropolitan regional transit commission.
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Subd. 2. TAX RATE COMPUTATIONS. (a) The county auditor shall
compute each taxing authority’s tax capacity rate that when applied to the net
tax capacity of the taxing district as of January 2 of the current year, excluding
new construction, additions to structures, or property added to or deleted from
the assessment rolls since the previous year’s assessment, yields the taxing author-
ity the same levy as the taxing authority levied the previous year. This tax
capacity rate is the “no-increase tax rate.”

(b) The county auditor shall compute a tax capacity rate that when applied
1o the pet tax capacity of the taxing authority as of January 2 of the current year,
including new construction, additions to structures, or property added to or
deleted from the assessment rolls since the previous year’s assessment, yields the
authority’s proposed levy for taxes levied in the current year. This tax capacity
rate is the “proposed tax rate.”

(c) The county auditor shall notify the taxing authority of its no-increase tax
capacity rate and its proposed tax capacity rate on or before August 8. The
taxing authority may amend its proposed levy but must certify to the county
auditor by August 15 its final proposed levy and the date the taxing authority
will hold a public hearing to adopt its budget and property tax levy.

(d) The county auditor shall recompute the taxing authority’s proposed tax
capacity rate to reflect any adjustments made by the taxing authority under
paragraph (c), and notify the taxing authority of the proposed tax capacity rate
and the percent, if any, by which the recomputed proposed tax capacity rate
exceeds the no-increase tax capacity rate. That percent is the percentage increase

in property taxes proposed by the taxing authority.

Subd. 3. NOTICE OF PROPOSED PROPERTY TAXES. (a) If there is a

percentage increase in property taxes proposed by the taxing authority, on or
before September 15, the county auditor shall compute for each parcel of prop-

population, and all special taxing districts except the metropolitan council and
the metropolitan regional transit commission, the auditor shall use the taxing
district’s previous year tax capacity rate for use in computing the total proper-
ty tax. The county auditor shall prepare and deliver by first class mail to each

taxpayer at the address listed on the city’s current year’s assessment roll, a

notice of the taxpayer’s proposed property taxes.

(b) The commissioner of revenue shall prescribe the form of the notice.

(c) A notice in substantially the following form shall be sufficient.

NOTICE OF PROPOSED PROPERTY TAXES
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Name of Description
property of property
owner
John Q. Lotl,
and Mary Block 1
W. Smith Pleasant
Acres sub-
division
ddletown,
nnesota

will pay. You can attend the meet

live in do not change their budgets from this year.
Market value
of property

LAWS of MINNESOTA for 1988

$65.000

Ch. 719, Art. §

Class of
propertz

residential
homestead

Based on their proposed budgets, next year the governing bodies of the county,

city, school district, and special tax districts you live in are proposing to collect
from you the amount of property tax shown below. At the meetings listed

below, the governing bodies will discuss and vote on the amount of their budgets

for next year. The larger the amoun

 of the budget, the more property tax you

These local Amount of Amount of
governments your tax your tax
collect next year next year
property tax if they if they
from you do not adopt
change their
their proposed
budgets budgets
from
this
year
County: Spruce $218.55 $257.75
City or Town: $168.63 $184.09
Middletown
Public School: Ind. Dist. 123
set by school $47.56 $146.88
board
set by state law $300.00 $300.00

the ngs and express your opinions about the
amount of the budget before the budget is voted on.

Time and

place of
meetings on
proposed
budgets

September 1,
1988, 7:30 pm

Room 123, Spruce
Co. Courthouse

October 1, 1988,

8:00 pm Middletown
Town Hall

September 25, 1988,

Cafeteria,

Middletown
Town Hall
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Special Tax Districts

Metropolitan Council $25.00 $50.00 October 3,
1988, 3:00 pm
Board Room,

Tri-County
Hospital
Metropolitan $10.00 $12.00 October 12,
Regional Transit 1988, 6:00 pm
Board Common Room,
Tri-County
Library
Tax before State
payments: $769.74 $950.72
Payments by

State; (subtract: $215.00) (subtract: $235.00)

Your tax if budget is not changed: $554.74

Your tax if proposed budget is adopted: $715.72

Subd. 4. COSTS. The taxing authority shall pay the county for the reason-
able cost of the county auditor’s services and for the costs of preparing and
mailing the notice required in this section.

Subd. 5. PUBLIC ADVERTISEMENT. (a) On or before September 15, the
taxing authority shall advertise in a gualified newspaper a notice of its intent to

adopt a budget and property tax levy at a public hearing.

The advertisement must be no less than one-quarter page in size of a
standard-size or a tabloid-size newspaper, and the headline in the advertisement
shall be in a type no smaller than 18 point. The advertisement must not be
placed in the part of the newspaper where legal notices and classified advertise-
ments appear. The advertisement must be published in a newspaper of general
paid circulation in the city. Whenever possible, the advertisement must appear
in a newspaper that is published at least five days a week, unless the only
newspaper in the city is published less than five days a week. The newspaper
selected must be one of general interest and readership in the community, and

not one of limited subject matter.

(b) If the taxing authority proposes a percentage increase in property taxes,
the advertisement

— e e
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“NOTICE OF TAX INCREASE

The ...(name of taxing authority)... has tentatively adopted a measure to
increase its property tax levy by ...(percentage of increase over no-increase rate)...

percent.

All concerned citizens are invited to attend a public hearing on the tax

A FINAL DECISION on the proposed tax increase and the budget will be
made at this hearing.”

Subd, 6. PUBLIC HEARING; ADOPTION OF BUDGET AND LEVY.
Prior to October 25, the governing body of the city shall hold a public hearing to
adopt its final budget and property tax levy for taxes payable in the following

after the day the notice is first published.

At the hearing the taxing authority may amend the proposed budget and
property tax levy and must adopt a final budget and property tax levy. The
property tax levy adopted may not exceed the final proposed levy determined
under subdivision 2, paragraph (c).

At the hearing the percentage increase in property taxes proposed by the
taxing authority, if any, and the specific purposes for which property tax reve-
nues are being increased must be discussed. During the discussion, the govern-
ing body shall hear comments regarding a proposed increase and explain the
reasons for the proposed increase. The public shall be allowed to speak and to
ask guestions prior to adoption of any measures by the governing body. The
governing body shall adopt its final property tax levy prior to adopting its final
budget.

The hearing must be held after 5:00 p.m. if scheduled on a day other than
Saturday. No hearing may be held on a Sunday. The school board and county
board shall not schedule public meetings on days scheduled for the hearing by

the governing body of the city.

If the hearing js recessed, the taxing authority shall publish a notice in a
qualified newspaper of general paid circulation in the city. The notice must

will be continued.

Subd. 7. CERTIFICATION OF COMPLIANCE. At the time the taxing
authority certifies its tax levy under section 275.07, it shall certify to the com-

contain copies of the advertisement required under subdivision 5, the resolution
adopting the final property tax levy under subdivision 6, and any other informa-
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that the taxing authority has failed to substantially comply with the require-
ments of this section, the commissioner of revenue shall notify the
county auditor. When fixing rates under section 275.08 for a taxing authority
that has not complied with this section, the county auditor must use the no-
increase tax rate.

Sec. 31. Minnesota Statutes 1987 Supplement, section 275.07, subdivision
1, is amended to read:

Subdivision I. The taxes voted by cities and, towns, counties, school dis-
tricts, and special districts shall be certified by the proper authorities to the
county auditor on or before October 18 25 in each year. The taxes of & school
Mmmﬁbeeeﬁﬁedtetheeemsmefe&ue&ﬂenby@etebefwm
eaeh year certified shall not be adjusted by the aid received under section
273.1398, subdivisions 2 and 3. If a city, town, county, school district, or
special district fails to certify its levy by that date, its levy shall be the amount
levied by it for the preceding year. If the local unit notifies the commissioner of
revenue; of the commissioner of edueation in the ease of a sehool distriet; before
October 40 25 of its inability to certify its levy by that date, and the commis-
sioner is satisfied that the delay is unavoidable and is not due to the negligence
of the local unit’s officials or staff, the commissioner shall extend the time within
which the local unit shall certify its levy up to 15 calendar days beyond the date
of request for extension. For 1988 enly; the commissioner may extend the
eestifieation time to Neovember 7 if the requirements of this subdivision are met:

Sec. 32. Minnesota Statutes 1986, section 275.07, is amended by adding a
subdivision to read:

Subd. 3. The county auditor shall adjust each local government’s levy
certified under subdivision 1 by the amount of transition aid certified by section
273.1398, subdivision 2. If a local government’s transition aid was further
allocated between portions of its levy pursuant to section 273.1398, subdivision
2, Qaragragh (b)(2), the the levy or fund to which the transition aid was allocated is

Sec, 33. Minnesota Statutes 1986, section 275.08, is amended by adding a
subdivision to read:

Subd. 1a. For taxes payable in 1989, the county auditor shall compute the
gross tax capacity for each parcel according to the rates specified in section
273.13. The gross tax capacity will be the appropriate rate multiplied by the
parcel’s market value. For taxes payable in 1990 and subsequent years, the
county auditor shall compute the net tax capacity for each parcel according to
the rates specified in section 273.13. The net tax capacity will be the appropri-
ate rate multiplied by the parcel’s market value.

Sec. 34. Minnesota Statutes 1986, section 275.08, is amended by adding a
subdivision to read:
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Subd. 1b. The amounts certified under section 275.07 after adjustment
mder section 275.07, subdivision 3 by an individual local government unit shall
be divided by the total gross tax capacity of all taxable properties within the

ocal government unit’s taxing jurisdiction for tax payable in 1989 and by the
total net tax capacity of all taxable properties within the local government unit’s
taxing jurisdiction, for taxes payable in 1990 and thereafter. The resulting ratio,
the local government’s tax capacity rate, multiplied by each property’s gross tax
capacity for taxes payable in 1989 and net tax capacity for taxes payable in 1990
and subsequent years shall be each property’s total tax for that local government
unit before reduction by any credits.

Sec. 35. Minnesota Statutes 1986, section 275.08, is amended by adding a
subdivision to read:

Subd. lc. After the tax capacity rate of a local government has been
determined pursuant to subdivision 1b, the auditor shall adjust the local govern-
ment’s tax capacity rate within each unique taxing jurisdiction as defined in
section 273.1398, subdivision 1, in which the local government exercises taxing
authority. The adjustment shall equal the unique taxing jurisdiction’s disparity

Pl iaiidehdodd i A o)A

unique taxing jurisdiction. The adjustment shall reduce the tax capacity rate of
the local government within the unique taxing jurisdiction for which the adjust-
ment was calculated,

Sec. 36. [275.011] MILL RATE LEVY LIMITATIONS; CONVERSION
FROM MILLS TO DOLLARS.

Subdivision 1. The property tax levied for any purpose subject to a mill
rate limitation imposed by statute or special law, excluding levies subject to mill
rate limitations that use adjusted assessed values determined by the commis-
sioner of revenue under section 124.2131, must not exceed the following amount

for the years specified:

(a) for taxes payable in 1988, the product of the applicable mill rate limita-
tion imposed by statute or special law multiplied by the total assessed valuation
of all taxable property subject to the tax as adjusted by the provisions of Minne-
sota Statutes 1986, sections 272.64; 273.13, subdivision 7a; and 275.49;

(b) for taxes payable in 1989, the product of (1) the property tax levy
limitation for the taxes payable year 1988 determined under clause (a) multi-
plied by (2) an index for market valuation changes equal to the assessment year
1988 total market valuation of all taxable property subject to the tax divided by
the assessment year 1987 total market valuation of all taxable property subject
to the tax; and

(c) for taxes payable in 1990 and subsequent years, the product of (1) the
property tax levy limitation for the previous year determined pursuant to this
subdivision multiplied by (2) an index for market valuation changes equal to the

total market valuation of all taxable property subject to the tax for the current
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For the purpose of determining the property tax levy limitation for the taxes
payable vear 1988 and subsequent years under this subdivision, “total market
valuation” means the total market valuation of all taxable property subject to
the tax without valuation adjustments for fiscal disparities (chapter 473F), tax
increment financing (sections 469.174 to 469.179), and high voltage transmis-

sion lines (section 273.425).

is presently in effect, excluding those mill rate levy limitations that use adjusted
assessed values determined by the commissioner of revenue under section 124.2131,
shall be construed to allow no more and no less property taxes than the amount
determined under this section.

Subd. 3. COUNTY CAPITAL IMPROVEMENT MILL LIMITS. For
purposes of determining the mill rate limits applicable to county capital improve-
ment programs under section 373.40, the mill rate limit applicable to the county

payable in 1988. The resulting dollar amount must be used in determining the
limitation under the procedures provided by this section.

Sec. 37. Minnesota Statutes 1987 Supplement, section 275.50, subdivision
2, is amended to read:

Subd. 2. GOVERNMENTAL SUBDIVISION. (a) “Governmental subdivi-
sion” means a county, a home rule charter city, or a statutory city, except a

home rule charter or statutory city that has a population of less than 2,500
according to the most recent federal census.

(b) “Governmental subdivision” also includes any home rule charter or
statutory city or town that receives a distribution from the taconite municipal
aid account in the levy year.

Sec. 38. Minnesota Statutes 1987 Supplement, section 275.50, subdivision
5, is amended to read:

Subd. 5. Notwithstanding any other law to the contrary for taxes levied in
1583 1988 payable in 4984 1989 and subsequent years, “special levies” means
those portions of ad valorem taxes levied by governmental subdivisions to:

(@) satisfy juds tored inst the | subdivision by &
eourt of competent jurisdietion in any tort action; of to pay the ceosts of settle-
ments out of court against the governmental subdivision in a tort action when
substantiated by a stipulation for the dismissal of the aetion filed with the eourt
sentative of the governmental subdivision; but only to the extent of the inerease
in levy for such judgments and eut of court settlements ever levy year 1976;
taxes payable i 1971

() pay the costs of complying with any written lawful order initially issued
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prior to January 15 1977 by the state of Minnesote; or the United States; or any
memmammmm&mmﬂ
eréhm&ndise&femeab&einaeeuﬁefeempeteﬁ}u%ﬁéieﬁan;efaﬂysﬁpu}&

agmemeﬁtefpemfbfﬂeﬁmemwefksefdispesa{syﬁemfefpeﬂaﬁeﬁ
ab&temeﬂtmheuefalawfu&efdefsrgﬂedbyfhegwemmenm{s&bémsmaﬂd
the state of Minnesots; or the United States; or any agenoy oF subdivision
thereof which is enforeeable in & court of competent jurisdietion: The eommis-
sioner of revenue shall in eonsultation with other state departments and agen-
eies; dovelop a suggested form for use by the state of Minnesote; its ageneies and
subdivisions in issuing orders pursuant o this subdivision;

() pay the eests to & governmental subdivision for their minimum required
share of any program: otherwise autherized by law for which matching funds
have been eppropristed by the state of Minnesota or the United States; exelud-
ing the administrative eosts of publie assistance programs; to the extent of the
inerease in levy over the ameunt levied for the loeal share of the program for the
taxes payable year 197 This elause shall apply only to these programs ef
pfejeetsfetwhwhm&tehmgfuﬁdshavebeeﬂdemg&&%edby%hemeef%&mﬂe-
sota or the United States on or before September +; of the previous year and
enlywhen%hemee:ptef%hesematehmgfu&ds&see&ﬂﬂgemﬁpenfhemm&&eﬂ
or implementation of the projeet or program during the year in which the taxes
are payable or these programs or projeets approved by the commissioner;

&) (a) pay the costs not reimbursed by the state or federal government, of
payments made to or on behalf of recipients of aid under any public assistance
program authorized by law, and the costs of purchase or delivery of social
services. Except for the costs of general assistance as defined in section 256D.02,
subdivision 4, general assistance medical care under section 256D.03 and the
costs of hospital care pursuant to section 261.21, the aggregate amounts levied
pursuant to this clause are subject to a maximum increase of 18 percent over the
amount levied for these purposes in the previous year, Effective with taxes
levied in 1989, the portion of this special levy for income maintenance programs
identified in section 273.1398, subdivision 1, paragraph (i), is eliminated;

¢e) (b) pay the costs of principal and interest on bonded indebtedness except
on bonded indebtedness issued under section 471.981, subdivisions 4 to 4c or to
reimburse for the amount of liquor store revenues used to pay the principal and
interest due in the year preceding the year for which the levy 11m1t is calculated
on municipal liquor store bonds;

€ (c) pay the costs of principal and interest on certificates of indebtedness,
except tax anticipation or aid anticipation certificates of indebtedness, issued for
any corporate purpose except current expenses or funding an insufficiency in
receipts_from taxes or other sources or funding extraordinary expenditures result-
ing from a public emergency; and to pay the cost for certificates of indebtedness
issued pursuant to sections 298.28 and 298.282;

& (d) fund the payments made to the Minnesota state armory building
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commission pursuant to section 193.145, subdivision 2, to retire the principal
and interest on armory construction bonds;

) (e) provide for the bonded indebtedness portion of payments made to
another political subdivision of the state of Minnesota;

@) pay the amounts required to eompensate for a deecrease in manufaetured
homes property tax reeeipts to the extent that the sovernmental subdivision’s
portion of the total levy in the eurrent levy year; pursuant to seetion 274-10;
subdivision &; as amended; is less than the distribution of the manufaetured
hemes tax to the governmenisl subdivision pursuent to Minnesota Statutes
1969, section 273-13; subdivision 3; in ealendar year 1974

& (f) pay the amounts required, in accordance with section 275.075, to
correct for a county auditor’s error of omission but only to the extent that when
added to the preceding year’s levy it is not in excess of an applicable statutory,
special law or charter limitation, or the limitation imposed on the governmental
subdivision by sections 275.50 to 275.56 in the preceding levy year;

€9 (g) pay amounts required to correct for an error of omission in the levy
certified to the appropriate county auditor or auditors by the governing body of
a city or town with statutory city powers in a levy year, but only to the extent
that when added to the preceding year’s levy it is not in excess of an applicable
statutory, special law or charter limitation, or the limitation imposed on the
governmental subdivision by sections 275.50 to 275.56 in the preceding levy
year;

& pay the inereased eost of municipal services as the result of an annexa-
tion or eonselidation ordered by the Minnesots munieipal beard but enly te the
extent and for the levy years as provided by the beard ip its order pursuant 10
exeeed 50 pereent of the levy Hmit base of the governmental subdivision and
may not be in effeet for more than three years after the beard’s erdes;

ém) pay the inereased costs of munieipal services provided to new private
industrial and nonresidential eommereial development; to the extent that the
extension of such services are net paid for through bended indebtedness er
speeinl assessments; and net to exceed the amount determined as follows: The

) the inereased expenditures necessary in preparation for the delivering of
opment; but limited to one yearls expenditures one tine for each such develop-
ment:

pursuant to seetions 275:50 te 275:56; and exclusive of speeial levies and speeial
assessments; by the iotal taxable value of the governmentsl subdivision; and
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ernmental subdivision: For the putpese of this elause; the inerease in the
assessed value of private industrinl and nonresidential commereial development
is ealeulated as the inerease in assessed value over the essessed value of the real
estate pareels subjeet to such private development as most recently determined
before the building permit was issued: In the fourth levy year subsequent to the
levy year in which the building permit was issued; the inerease in assessed value
of the real estate pareels subjeet to suech privete development shall ne longer be
inecluded in determining the speein} levy:

The agpregate of the foregoing ameunts; less any eests of extending muniei-
pal serviees to new private industrial and nenresidential commereial develop-
ment which are paid by bonded indebtedness of speeial assessments; equals the
maximum amount thet may be levied as & “speeial levy? for the increased costs
of munieipal serviees provided to new private industrial and nenresidential
eommereinl develepment: In the levy year following the levy year in whieh the
speeiat levy made pursuant to this elause is diseontinued; ene-half of the amount
of that speeial levyy made in the preceding year shall be added to the permanent
levy base of the governmental subdivisien;

(n) reeover & loss or refunds in tax receipts ineurred in nonspeeial levy
funds resulting from abatements or eourt action in the previous year pursuant to
seetion 275:48:

¢0) (h) pay amounts required by law to be paid to pay the interest on and to
reduce the unfunded accrued liability of public pension funds in accordance
with the actuarial standards and guidelines specified in sections 356.215 and
356.216 reduced by 106 percent of the amount levied for that purpose in 1976,
payable in 1977. For the purpose of this special levy, the estimated receipts
expected from the state of Minnesota pursuant to sections 69.011 to 69.031 or
any other state aid expressly intended for the support of public pension funds
shall be considered as a deduction in determining the required levy for the
normal costs of the public pension funds. No amount of these aids shall be
considered as a deduction in determining the governmental subdivision’s required
levy for the reduction of the unfunded accrued liability of public pension funds;

(o) the amounts allowed under seetion 17427 to establish and administer
commuter van program;

(q) pay the eests of financial assistance to loeal governmental units end
eertain administrative; engineering; and legal expenses pursuent to Eaws 1079;
echapter 253; seetion 3:

@)(i) to compensate for revenue lost a8 a result of abatersents of court
action pursuant te seotion 270:07; 276-17 er 278:01 due to the state for the cost |

of a reassessment ordered by the commissioner of revenue pursuant to section
270.16; |

. {s) pay the total operating cost of a eounty jail as authorized in seetien
jail and included in its previous yeer’s levy limitation eomputed pursuant to
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reforestation:

() pay the estimated eost for the following ealendar year ef the eountyls
share of funding the Minnesots cooperative seil survey;

&9 pay the eosts of meeting the planning requirements of seetion H5A46:
the requirements of seetion HS5A91Y: the planning requirements of the metro-
seetion 400:08 or H5ALS; subdivision 6: elosure and postelosure ecare of a solid
waste facility elosed by erder of the pellution eontrol ageney of by expiration of
an ageney permit before January 1; 1989: and current operating and mainte-
nanece eosts of & publiely-owned selid waste processing facility financed with
general obligation bonds issued after a referendum before Mareh 25; 1986

&w) pay the ennual prineipal and interest due on a loan made under seetion
H6I37: '

&) pay the annual prineipal and interest due on & loan from money reeeived
regulations: and
&) pay the eosts of constructing publie libraries: and

insufficient as a result of the provisions of this article. |

Sec. 39. Minnesota Statutes 1986, section 275.51, subdivision 3f, is amended
to read:

Subd. 3f. LEVY LIMIT BASE. (a) The property tax levy limit base for 1
governmental subdivisions for taxes levied in 983 1988 shall be esleulated by
adding the following ameunts: equal to the total actual levy for taxes payable in
1988 plus the amount of any payments the governmental subdivision was certified
to receive in 1988 under sections 477A.011 to 477A.014 and minus any special
levies claimed for taxes payable in 1988 pursuant to Laws 1987, chapter 268,
article S, section 12, subdivision 4, clauses (1), (2), (3), and (4). A county’s levy
limit base will be increased by the amount of any increase in its levy under
section 134.07 over that levied under section 134.07 for taxes payable in 1988 |
which is required under Laws 1987, chapter 398, article 9, section 2. For govern- |
mental subdivisions located in the seven-county metropolitan area, the total
actual levy for taxes payable in 1988 shall include the fiscal disparities distribu-
tion levy pursuant to Minnesota Statutes 1986, section 473F.08, subdivision 7a,

b the property tax permitted to be levied in 1982 for taxes payable in 1983
pursuant to Minnesota Statutes 1082 seetion 27551 subdivisien 3e; plus
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Q)%Mame&mdaﬁypaymeﬁtsihegevemmeﬂ%&}wbdiﬂsieﬂwaseeﬁiﬁed
to receive in 1983 pursuant to Minnesota Statutes 1982; sections 477A01t to
4IFA-03: plus

3) the amount of any payments certified to the governmental subdivision in
1983 pursuant to Minneseta Statutes 1982; sections 20828 and 298:282; plus

(4) the difference between the amount eertified to the governmental subdivi-
sien in 1983 and the amount certified in 1084 pursuant to seetion 273:138: plus

€5) any amount levied as a speeial assessment to eover the eosts of muniei-

€6) the amount of any base adjustment authorized by the commissioner of
Fevenue pursaant to subdivision 3g:

(b) For taxes levied in 4984 1989 and subsequent years, a governmental
subdivision’s levy limit base is equal to its adjusted levy limit base for the
preceding year provided that; for taxes levied in 1584; the levy limit base of &
eounty eontaining @ oity of the first elass shall be inereased by the emeunt paid
to the eounty under soetion 273-138 in 1984 less the amount thet will be paid te
it under section 273-138 in 4985 not including the adjustment made under
subdivision 3h, paragraph (c), plus for taxes levied in 1989 the administrative
reimbursement aid received in 1988.

(e) The property tax levy limit base for eities and towns defined as &
governmental subdivision enly under seetion 275:-50; subdivision 2; paregraph
b); for taxes levied in 1986 shall be caleulated by adding the following amounts:

mthepfepeﬁymlevieém%feft&xespay&bleéﬁ%exe}usiveof
any levies for debt serviee: plus

to reeeive in 1086 pursuant to Minnesota Statutes 1985 Supplement; seetions
41TA-0HE to 477403 plas

(3) the amount of any payments eertified to the governmental subdivision in
1986 pursuant to Minneseta Statutes 1984; seetien 208:282; and Minnesotn
Statutes 1985 Supplement; seetion 298:28: plus

4) any amount levied as & speeial assessment to eover the eosts of muniei-

For taxes levied in 1987 and subsequent years; the levy Himit base of a govern-
Sec. 40. Minnesota Statutes 1987 Supplement, section 275.51, subdivision
3h, is amended to read:
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Subd. 3h. ADJUSTED LEVY LIMIT BASE. For taxes levied in 1988 and
thereafter, the adjusted levy limit base is equal to the levy limit base computed
pursuant to Eaws +08%; artiele 5; seetion 12; er subdivision 3f, increased by:

(a) a percentage equal to the pereeniage growth in the imphieit priee deflator;
or three four percent; whiehever is lesser for taxes levied in 1988 and three
percent for taxes levied in 1989 and subsequent years; and

(b) a percentage equal to the greater of the percentage increases in popula-
tion or in number of households, if any, for the most recent 12-month period for
which data is available, using figures derived pursuant to subdivision 6z,

{e) ene-half of the amount levied as & speeinl levy in the previous year for

5; elause (m); if the speeial levy is discontinuved:

{d) the amount of any permanent inerease in the levy Hmit base approved at
a generel or speeial eleetion held during the 12-menth period ending September
30 of the levy year; pursuant to seetion 275:-58; subdivisions + and 2 and

{e) the amount; if known; equal to the deerease in federal revenue sharing
eleotment from the lewy year to the year in whieh the levy is payable: otherwise
the amount equal to the deerease in federal revenue sharing allotment in the
levy year as compared to the previous year if the levy base for the previous year
has not been adjusted for a deerense in federal revenue sharing allotment:

For taxes levied in 1989 and subsequent years, to the resulting product must
be added the estimated reduction in a county’s income maintenance aids as
defined in section 273.1398, subdivision 1, pursuant to section 273.1398, subdi-
vision 2, paragraph (d). The department of human services shall annually
estimate the increase in income maintenance aids referred to in section 273.1398,
subdivision 2, paragraph (d) and certify it by county to the department of
revenue by July 15 of the levy year preceding that in which the aids are payable.

by the appropriate amount.

Sec. 41. Minnesota Statutes 1987 Suppiement, section 275.51, subdivision
3i, is amended to read:

Subd.” 3i. LEVY LIMITATION. The levy limitation for a governmental
subdivision shall be equal to the adjusted levy limit base determined pursuant to
subdivision 3h, reduced by

() the tetal ameunt of local government aid that the governmental subdivi-
sion has been certified to receive pursuant to sections 477A.011 to 477A.014;,

New language is indicated by underline, deletions by strikeout.
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reeeived in the levy year which was required to be placed in o special fund for
expenditure in the next suceeeding year;

tions pursuant to seetions 273-115; subdivision 3; and 293-1H6; subdivisien 3;
(d) payments in liew of taxes to & county pursuant to seetion 477412 which are
required to be used to provide property tax levy reduetion eertified to be paid in
the celendar year in which property taxes are payable; and (e) payments from
the preeeeds of the net proceeds tax under seetion 208:018: If the sum ef the
inconite aids dedueted execeds the adjusted levy limit base; the exeess must be
used to reduce the amounts levied as speeinl levies pursuant to seetion 275:50;
subdivisions § and 7= The commissioner of revente shall notify a governmental
subdivision of any exeess tneonite aids to be used to reduee speeial levies:

As provided in seetion 208:28; ene eent per iaxable ton of the ameunt
resulting fisure This amount is the amount of property taxes which a govern-
mental subdivision may levy for all purposes other than those for which special
levies and special assessments are made.

For taxes levied in 1987 and subsequent years; the levy Himit for a eounty a8
to the reduection in the distribution to the county under seetion 298:28; from the

Sec. 42, Minnesota Statutes 1986, section 275.51, is amended by adding a
subdivision to read:

Subd. 3j. APPEALS. A governmental subdivision subject to the limitations

— Y e e e o —

provide evidence satisfactory to the commissioner that its levy for taxes payable

— e

in 1988 had been reduced because it had made expenditures from reserve funds,
the commissioner may permit the governmental subdivision to increase its levy
limit base under this section by the amount determined by the commissioner.

The commissioner’s decision is final.

Sec. 43. Minnesota Statutes 1987 Supplement, section 276.04, is amended
to read:

276.04 NOTICE OF RATES; PROPERTY TAX STATEMENTS.
Subdivision 1. AUDITOR TO PUBLISH RATES. On receiving the tax

lists from the co_unty auditor, the county treasurer shall, if directed by the
county board, give three weeks’ published notice in a newspaper specifying the-
rates of taxation for all general purposes and the amounts raised for each specific

purpose.
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Subd. 2. CONTENTS OF TAX STATEMENTS. (a) The treasurer shall,
whether or not directed by the county board, cause to be printed on all tax
statements, or on an attachment, a tabulated statement of the dollar amount due
to each taxing authority from the parcel of real property for which a particular
tax statement is prepared. The dollar amounts due the county, township or
municipality and school district shall must be separately stated but. The amounts
due other taxing districts, if any, may be aggregated. The dollar amounts,
including the dollar amount of any special assessments, may be rounded to the
nearest even whole dollar. For purposes of this section whole odd-numbered
dollars may be adjusted to the next higher even-numbered dollar. The statement
shall include the following sentence, printed in upper case letters in boldface
print: “THE STATE OF MINNESOTA DOES NOT RECEIVE ANY PROPER-
TY TAX REVENUES. THE STATE OF MINNESOTA REDUCES YOUR
PROPERTY TAX BY PAYING CREDITS AND REIMBURSEMENTS TO
LOCAL UNITS OF GOVERNMENT.”

(b) The property tax statements for manufactured homes and sectional
structures taxed as personal property shall contain the same information that is
required on the tax statements for real property.

(c) For taxes payable in 1990 and thereafter, real and personal property tax
statements must contain (1) the property’s market value, as defined in section
272.03, subdivision 8, (2) the net tax capacity rate applicable to the property’s
classification under section 273.13, and the product of (1) and (2), the property’s
initial tax, The statement must show the difference between a property’s gross
tax capacity and net tax capacity multiplied by the tax capacity rate as “state

attributable 1—9— the property Q_“state paid tax relief”; [6)] education aids payable
under chapters 124 and 124A, (ii) local government aid for cities, towns, and
counties under chapter 477A, (iit) disparity reduction aid paid under section

273.1398, and (iv) income maintenance aids as defined in section 273.1398,

subdivision 1, paragraph (i). The commissioner of revenue shall certify to the’

county auditor the actual or estimated aids local governments will receive in the
following vear.

(d) For taxes payable in 1989 only, the statement must show the property’s
market value, as defined in section 272.03, subdivision 8, and the amount
attributable to section 273.13, subdivisions 22 and 23 as “state paid homestead
credit” and the amount attributable to section 273.132 as “state paid agricultur-

paid tax relief”: (i) education aids under chapters 124 and 124A, (ii) local
government aid for cities, towns, and counties under chapter 477A, and (iii)

shall certify to the county auditor the actual or estimated aids local governments
will receive in the following year. :
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Subd. 3. MAILING OF TAX STATEMENTS. The county treasurer shall
mail to taxpayers statements of their personal property taxes due; sueh state-
sments to be mailed not later than February 15 ¢, except in the case of manufac-
tured homes and sectional structures taxed as personal property};. Statements of
the real property taxes due shall be mailed not later than January 313 previded;
that, The validity of the tax shall not be affected by failure of the treasurer to
mail such the statement. The taxpayer is defined as the owner who is responsi-
ble for the payment of the tax. Sueh real and persensal property tax statepents
shall contain the market value; a9 defined in section 272-03; subdivision §; used
in determining the te%- The statement shall show the amount attributeble to the
deerease in tax under seetion 275082 atiributable to Minnesota Statutes 1986;
seetien 124:2137 as “state paid agricultural eredit amount? and the ameunt
attributable to the deerease in tax under seetion 275:082 attributable to Minne-
sote Statutes 1086; seetion 273+13; subdivisions 22 and 23 as “state paid home-
stend eredit amount> The statement must state the ameunt dedueted under

Subd. 4. COLLECTION SITE. If so directed by the county board, the
treasurer shall visit places in the county as the treasurer deems expedient for the
purpose of receiving taxes and the county board is authorized to pay the expenses
of such visits and of preparing duplicate tax lists. Failure to mail the tax
statement shall not be deemed a material defect to affect the validity of any
judgment and sale for delinquent taxes.

Sec. 44. Minnesota Statutes 1987 Supplement, section 276.06, is amended
to read:

276.06 TAX STATEMENTS TO STATE APPORTIONMENT OF TAXES.

The treasurer of each county may cause to be printed, stamped, or written
on the back of all current tax statements, or on a separate sheet or card to be
furnished with the statements, a statement showing the number of mills tax
capacity rate of the current tax apportioned to the state, county, city, town, or
school district.

Sec. 45. Minnesota Statutes 1986, section 298.28, subdivision 6, is amended
to read:

Subd. 6. PROPERTY TAX RELIEF. (a) 22 12 cents per taxable ton, less
any amount required to be distributed under paragraphs (b} and (c), must be
allocated 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, .1875 cent per taxable ton of the tax imposed and collected from
such taxpayer shall be paid to the county.
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(c) 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 school
district other than a school district in which the mining and concentrating
processes are conducted, .5625 cent per taxable ton of the tax imposed and
collected from the taxpayer shall be paid to the school district.

Sec. 46. TAX INCREMENT ADJUSTMENT.

The county auditor shall determine a tax increment district’s original tax
capacity by multiplying the district’s market values by class in the year of
original certification or year of certification for any modification, as the case
may be, by the tax capacity rates in section 273.13. The original tax capacity of

adjustment required by section 469.177 for prior years, The original tax capaci-
ties of the districts under this section shall be certified to authorities by July 1,
1988.

Sec. 47. Minnesota Statutes 1987 Supplement, section 473.446, subdivi-
sion 1, is amended to read:

Subdivision 1. TAXATION WITHIN TRANSIT TAXING DISTRICT. For
the purposes of sections 473.401 to 473.451 and the metropolitan transit system,
except as otherwise provided in this subdivision the regional transit board shall
levy each year upon all taxable property within the metropolitan transit taxing
district, defined in subdivision 2, a transit tax consisting of:

(a) an amount up to two mills times the assessed value of all such property,
based upon the level of transit service provided for the property, the proceeds of
which shall be used for payment of the expenses of operating transit and para-
transit service and to provide for payment of obligations issued by the commis-
sion under section 473.436, subdivision 6;

(b) an additional amount, if any, as the board determines to be necessary to
provide for the full and timely payment of its certificates of indebtedness and
other obligations outstanding on July 1, 1985, to which property taxes under this
section have been pledged; and

(c) an additional amount necessary to provide full and timely payment of
certificates of indebtedness, bonds, including refunding bonds or other obliga-
tions issued or to be issued under section 473.39 by the council for purposes of
acquisition and betterment of property and other improvements of a capital
nature and to which the council or board has specifically pledged tax levies
under this clause.

The county auditor shall reduce the tax levied pursuant to this subdivision
on all property within statutory and home rule charter cities and towns that
receive full peak service and limited off-peak service by an amount equal to the
tax levy that would be produced by applying a rate of 0.5 mills on the property.
The county auditor shall reduce the tax levied pursuant to this subdivision on all
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property within statutory and home rule charter cities and towns that receive
limited peak service by an amount equal to the tax levy that would be produced
by applying a rate of 0.75 mills on the property. The amounts so computed by
the county auditor shall be submitted to the commissioner of revenue as part of
the abstracts of tax lists required to be filed with the commissioner under section
275.29. Any prior year adjustments shall also be certified in the abstracts of tax
lists. The commissioner shall review the certifications to determine their accura-
cy and may make changes in the certification as necessary or return a certificat-
ion to the county auditor for corrections. The commissioner shall pay to the
regional transit board the amounts certified by the county auditors on the dates
provided in section 2734394 273.1398, There is annually appropriated from
the general fund in the state treasury to the department of revenue the amounts
necessary to make these payments in fiscal year 1987 and thereafter.

For the purposes of this subdivision, “full peak and limited off-peak serv-
ice” means peak period regular route service, plus weekday midday regular route
service at intervals longer than 60 minutes on the route with the greatest fre-
quency; and “limited peak period service” means peak period regular route
service only.

Sec. 48. Minnesota Statutes 1987 Supplement, section 473F.02, subdivi-
sion 4, is amended to read:

Subd. 4. “Residential property” means the following categories of property,
as defined in section 273.13, excluding that portion of such property exempt
from taxation pursuant to section 272.02:

(a) Class 1, 1b, 2a, 4a, 4b, 4c, and 4d property except resorts and property
classified under section 273.13, subdivision 25, paragraph (c), clause (6);

(b) and that portion of class 3a, 3b, and 5 property used exclusively for
residential occupancy.

Sec. 49. Minnesota Statutes 1986, section 473F.02, is amended by adding
a subdivision to read:

Subd. 23. “Gross tax capacity” means the market value of real and personal
property multiplied by its gross tax capacity rates in section 273.13.

Sec. 50. Minnesota Statutes 1987 Supplement, section 473F.035, is amended
to read:

473F.05 ASSESSED VAEUAHION GROSS TAX CAPACITY; 1972 1988
AND SUBSEQUENT YEARS.

On or before November 20 of 1972 1988 and each subsequemnt year, the
assessors within each county in the area shall determine and certify to the
county auditor the assessed valuation gross tax capacity in that year of commer-
cial-industrial property subject to taxation within each municipality in the county,
determined without regard to section 469.177, subdivision 3.
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Sec. 51. Minnesota Statutes 1987 Supplement, section 473F.06, is amended
to read:

473F.06 INCREASE IN ASSESSED VAEUATION GROSS TAX CAPAC-
ITY.

On or before September 1 of 1976 and each subsequent year, the auditor of
each county in the area shall determine the amount, if any, by which the
assessed valuation gross tax capacity determined in the preceding year pursuant
to section 473F.05, of commercial-industrial property subject to taxation within
each municipality in the auditor’s county exceeds the assessed valuatien gross
tax capacity in 1971 of commercial-industrial property subject to taxation within
that municipality. If a municipality is located in two or more counties within
the area, the auditors of those counties shall certify the data required by section
473F.05 to the county auditor who is responsible under other provisions of law
for allocating the levies of that municipality between or among the affected
counties. That county auditor shall determine the amount of the net excess, if
any, for the municipality under this section, and certify that amount under
section 473F.07. Notwithstanding any other provision of sections 473F.01 to
473F.13 to the contrary, in the case of a municipality which is designated on
July 24, 1971, as a redevelopment area pursuant to section 401(a)(4) of the
Public Works and Economic Development Act of 1965, Public Law Number
89-136, the increase in its assessed valuation gross tax capacity of commercial-
industrial property for purposes of this section shall be determined in each year
subsequent to the termination of such designation by using as a base the assessed
valuation gross tax capacity of commercial-industrial property in that munici-
pality in the year following that in which such designation is terminated, rather
than the assessed valuatien gross tax capacity of such property in 1971. The
increase in assessed veluation gross tax capacity determined by this section shall
be reduced by the amount of any decreases in the assessed valuation gross tax
capacity of commercial-industrial property resulting from any court decisions,
court related stipulation agreements, or abatements for a prior year, and only in
the amount of such decreases made during the 12-month period ending on June
30 of the current assessment year, where such decreases, if originally reflected in
the determination of a prior year’s ¥aluatien gross tax capacity under section
473F.05, would have resulted in a smaller contribution from the municipality in
that year. An adjustment for such decreases shall be made only if the munici-
pality made a contribution in a prior year based on the higher valuation gross
tax capacity of the commercial-industrial property.

Sec. 52. Minnesota Statutes 1987 Supplement, section 473F.07, subdivi-
sion 1, is amended to read:

Subdivision 1. Each county auditor shall certify the determinations pursu-
ant to sections 473F.05 and 473F.06 to the administrative auditor on or before
November 20 of each year. The administrative auditor shall determine the sum
of the amounts certified pursuant to section 473F.06, and divide that sum by
2-1/2. The resulting amount shall be known as the “areawide gross tax base

capacity for ........ (year).”
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Sec. 53. Minnesota Statutes 1986, section 473F.07, subdivision 4, is amended
to read:

Subd. 4. The administrative auditor shall determine the proportion which
the index of each municipality bears to the sum of the indices of all municipali-
ties and shall then multiply this proportion in the case of each municipality, by
the areawide gross tax base capacity.

Sec. 54. Minnesota Statutes 1986, section 473F.07, subdivision §, is amended
to read:

Subd. 5. The product of the multiplication prescribed by subdivision 4
shall be known as the “areawide gross tax base capacity for ....... .(year) attributa-
ble 10 woiniininennend (municipality).” The administrative auditor shall certify such
product to the auditor of the county in which the municipality is located on or
before November 25.

Sec. 55. Minnesota Statutes 1986, section 473F.08, subdivision 1, is amended
to read:

Subdivision 1. The county auditor shall determine the taxable value gross
tax capacity of each governmental unit within the auditor’s county in the man-
ner prescribed by this section.

Sec. 56. Minnesota Statutes 1987 Supplement, section 473F.08, subdivi-
sion 2, is amended to read:

Subd. 2. The taxable value gross tax capacity of a governmental unit is its
assessed valuation gross tax capacity, as determined in accordance with other
provisions of law including section 469.177, subdivision 3, subject to the follow-
ing adjustments:

(a) There shall be subtracted from its assessed valuetion gross tax capacity,
in each municipality in which the governmental unit exercises ad valorem taxing
jurisdiction, an amount which bears the same proportion to 40 percent of the
amount certified in that year pursuant to section 473F.06 in respect to that
municipality as the total preceding year’s assessed valuation gross tax capacity of
commercial-industrial property which is subject to the taxing jurisdiction of the
governmental unit within the municipality, determined without regard to section
469.177, subdivision 3, bears to the total preceding year’s assessed veluation
gross tax capacity of commercial-industrial property within the municipality,
determined without regard to section 469.177, subdivision 3;

(b) There shall be added to its assessed valuation gross tax capacity, in each
municipality in which the governmental unit exercises ad valorem taxing juris-
diction, an amount which bears the same proportion to the areawide base gross
tax capacity for the year attributable to that municipality as the total preceding
year’s assessed valuation gross tax capacity of residential property which is
subject to the taxing jurisdiction of the governmental unit within the municipali-
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ty bears to the total preceding year’s assessed walustion pross tax capacity of
residential property of the municipality.

Sec. 57. Minnesota Statutes 198.6, section 473F.08, subdivision 3, is amended
to read: '

Subd. 3. On or before October 15 of 1976 and each subsequent year, the
county auditor shall apportion the levy of each governmental unit in the audi-
tor’s county in the manner prescribed by this subdivision. The auditor shall;

(a) Determine the areawide portion of the levy for each governmental unit
by multiplying the neonagrieultural mill rate tax capacity rate of the governmen-
tal unit for the preceding levy year times the distribution value set forth in
subdivision 2, clause (b); and

(b) Determine the local portion of the current year’s levy by subtracting the
resulting amount from clause (a) from the governmental unit’s current year’s

levy.

Sec. 58. Minnesota Statutes 1986, section 473F.08, subdivision 3a, is
amended to read:

Subd. 3a. Beginning in 1987 and each subsequent year through 1998, the
city of Bloomington shall determine the interest payments for that year for the
bonds which have been sold for the highway improvements pursuant to Laws
1986, chapter 391, section 2, paragraph (g). Effective for property taxes payable
in 1988 through property taxes payable in 1999, after the Hennepin county
auditor has computed the areawide portion of the levy for the city of Blooming-
ton pursuant to subdivision 3, clause (a), the auditor shall annually add a dollar
amount to the city of Bloomington’s areawide portion of the levy equal to the
amount which has been certified to the auditor by the city of Bloomington for
the interest payments for that year for the bonds which were sold for highway
improvements. The total areawide portion of the levy for the city of Blooming-
ton including the additional amount for interest repayment certified pursuant to
this subdivision shall be certified by the Hennepin county auditor to the admin-
istrative auditor pursuant to subdivision 5. The Hennepin county auditor shall
distribute to the city of Bloomington the additional areawide portion of the levy
computed pursuant to this subdivision at the same time that payments are made
to the other counties pursuant to subdivision 7a. This additional areawide
portion of the levy which is distributed to the city of Bloomington shall be
exempt from the city’s levy limit provisions contained in sections 275.50 to
275.56. For property taxes payable from the year 2000 through 2009, the
Hennepin county auditor shall adjust Bloomington’s contribution to the areawide
gross tax base capacity upward each year by a value equal to ten percent of the
total additional areawide levy distributed to Bloomington under this subdivision
from 1988 to 1999, divided by the areawide ssill rate tax capacity rate for taxes
payable in the previous year.

Sec. 59. Minnesota Statutes 1987 Supplemenf, section 473F.08, subdivi-
sion 4, is amended to read:
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Subd. 4. In 1972 and subsequent years, the county auditor shall divide that
portion of the levy determined pursuant to subdivision 3, clause (b), by the
assessed veluation gross tax capacity of the governmental unit, taking section
469.177, subdivision 3, into account, less that portion subtracted from assessed
valaation gross tax capacity pursuant to subdivision 2, clause (a). The resulting
rate shall apply to all taxable property except commercial-industrial property,
which shall be taxed in accordance with subdivision 6.

Sec. 60. Minnesota Statutes 1986, section 473F.08, subdivision 5, is amended-
to read:

Subd. 5. On or before November 30 of 1972 and each subsequent year, the
county auditor shall certify to the administrative auditor that portion of the levy
of each governmental unit determined pursuant to subdivision 3, clause (a).
The administrative auditor shall then determine the rate of taxation tax capacity
rate sufficient to yield an amount equal to the sum of such levies from the
areawide gross tax base capacity. On or before December 5 the administrative
auditor shall certify said rate to each of the county auditors.

Sec. 61. Minnesota Statutes 1987 Supplement, section 473F.08, subdivi-
sion 6, is amended to read:

Subd. 6. The rate of taxation determined in accordance with subdivision 5
shall apply in the taxation of each item of commercial-industrial property sub-
ject to taxation within a municipality, including property located within any tax
increment financing district, as defined in section 469.174, subdivision 9, to that
portion of the assessed valuation gross tax capacity of the item which bears the
same proportion to its total assessed valuation gross tax capacity as 40 percent
of the amount determined pursuant to section 473F.06 in respect to the munici-
pality in which the property is taxable bears to the amount determined pursuant
to section 473F.05, The rate of taxation determined in accordance with subdivi-
sion 4 shall apply in the taxation of the remainder of the assessed valuation
gross tax capacity of the item.

Sec. 62, Minnesota Statutes 1986, section 473F.08, subdivision 10, is
amended to read:

Subd. 10. For the purpose of computing the amount or rate of any salary,
aid, tax, or debt authorized, required, or limited by any provision of any law or
charter, where such authorization, requirement, or limitation is related in any
manner to any value or valuation of taxable property within any governmental
unit, such value or valuation gross tax capacity shall be adjusted to reflect the
adjustments to valuation gross tax capacity effected by subdivision 2, provided
that: (1) in determining the market value of commercial-industrial property or
any class thereof within a governmental unit for any purpose other than section
473F.07, (a) the reduction required by this subdivision shall be that amount
which bears the same proportion to the amount subtracted from the governmen-
tal unit’s assessed valuation gross tax capacity pursuant to subdivision 2, clause
(a), as the market value of commercial-industrial property, or such class thereof,
located within the governmental unit bears to the assessed waluation gross tax
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capacity of commercial-industrial property, or such class thereof, located within
the governmental unit, and (b) the increase required by this subdivision shall be
that amount which bears the same proportion to the amount added to the
governmental unit’s assessed valuation gross tax capacity pursuant to subdivi-
sion 2, clause (b), as the market value of commercial-industrial property, or such
class thereof, located within the governmental unit bears to the assessed valua-
tien gross tax capacity of commercial-industrial property, or such class thereof,
located within the governmental unit; and (2) in determining the market value
of real property within a municipality for purposes of section 473F.07, the
adjustment prescribed by clause (1) (a) hereof shall be made and that prescribed
by clause (1) (b) hereof shall not be made.

Sec. 63. Minnesota Statutes 1986, section 473F.10, is amended to read:
473F.10 REASSESSMENTS AND OMITTED PROPERTY.,

Subdivision 1. If the commissioner of revenue orders a reassessment of all
or any portion of the property in a municipality other than in the form of a
mathematically prescribed adjustment of valuation, or if omitted property is
placed upon the tax rolls, and the reassessment has not been completed or the
property placed upon the rolls, as the case may be, by November 15, the assessed
valuation gross tax capacity of the affected property shall, for purposes of sec-
tions 473F.03 to 473F.08, be determined from the abstracts filed by the county
auditor with the commissioner of revenue.

Subd. 2. If the reassessment, when completed and incorporated in the
commissioner of revenue’s certification of the assessed valuation gross tax capac-
ity of the mumclpahty, or the listing of omitted property, when placed on the
rolls, results in an increase in the assessed valuation gross fax capacity of com-
mercial-industrial property in the municipality which differs from that used,
pursuant to subdivision 1, for purposes of sections 473F.03 to 473F.08, the
increase in the assessed veluation gross tax capacity of commercial-industrial
property in that municipality in the succeeding year, as otherwise computed
under section 473F.06, shall be adjusted in a like amount, by an increase if the
reassessment or listing discloses a larger increase than was used for purposes of
sections 473F.03 to 473F.08, or by a decrease if the reassessment or listing
discloses a smaller increase than was used for those purposes, provided that no
adjustment shall reduce the amount determined under section 473F.06 to an
amount less than zero.

Subd. 3. Subdivisions 1 and 2 shall not apply to the determination of the
tax rate under section 473F.08, subdivision 4, or to the determination of the
assessed yaluation gross tax capacity of commercial-industrial property and each
item thereof for purposes of section 473F.08, subdivision 6.

Sec. 64. FISCAL DISPARITIES ADJUSTMENT.

Statutes 1986 and Minnesota Statutes 1987 Sugplement Howeverz after the
dollar amount of the areawide and | and local levies has been determined under
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section 473F.08, subdivisions 3, 4, 5, and 6, the dollar amount of the levies shail
be spread on the basis of this act. The dollar amount of the areawide tax shall be
levied against the portion of commercial-industrial gross tax capacity equal to
the portion of commercial-industrial assessed value that would have been sub-
ject to the areawide tax under Minnesota Statutes 1986. Prior to November 20,
1988, the county auditors with the assistance of the county assessors shall deter-
mine the pross tax capacity of commercial-industrial property in e¢ach municipal-
ity as of the January 2, 1971, assessment. The gross tax capacity shall be
computed by multiplying the municipality’s market value of commer-
cial-industrial assessed value by class by the gross tax capacity rates in section
273.13.

Sec. 65. Minnesota Statutes 1987 Supplement, section 475.53, subdivision
4, is amended to read:

Subd, 4. SCHOOL DISTRICTS. Except as otherwise provided by law, no
school district shall be subject to a net debt in excess of ten percent of the actual
market value of all taxable property and of exempt property referred to in
seetion 275-49; situated within its corporate limits, as computed in accordance
with this subdivision. The county auditor of each county containing taxable real
or personal property situated within any school district shall certify to the
district upon request the market value of all such property. Fhe eounty auditer
of each eounty eontnining exempt property referred to in seetion 275:49; situat-
ed within any school distriet; shall eertify to the distriet upen request the total
maezket value of all such property as determined under seetion 245:49: The
commissioner of revenue shall certify to the district upon request the market
value of railroad property within the district as most recently determined under
section 270.87. Whenever the commissioner of revenue, in accordance with
section 124.2131, subdivision 1, has determined that the assessed valuation of
any district furnished by county auditors is not based upon the market value of
taxable property in the district, the commissioner of revenue shall certify to the
district upon request the ratio most recently ascertained to exist between such |
value and the actual market value of property within the district. The actual
market value of property within a district, on which its debt limit under this
subdivision is based, is (a) the value certified by the county auditors and, where
applicable, by the commissioner of revenue under section 270.87, or (b) this
value divided by the ratio certified by the commissioner of revenue, whichever
results in a higher value.

Sec. 66. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 15. CITY REVENUE. “City revenue” equals the sum of (i) the city’s

being calculated, and (ii) its levy for taxes payable igﬁl_e_yea-r_—prior to that f—g__f
which aids are being calculated, and (iii) for aids payable in 1991 and subse-
quent years, the city’s transition aid payable under section 273.1398, subdivi-

i ——— ——, 2o
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Sec. 67. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 16. BASE REVENUE GUARANTEE. “Base revenue guarantee” is
the sum of (1) $160 per household plus (2) $150 multiplied by each tenfold |
increase in households, or fraction thereof, above ten rounded to the nearest
dollar.

‘Sec. 68. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 17. REVENUE GUARANTEE INCREASE. “Revenue guarantee
increase” is the sum of: .

tan area and $190 per household for cities located outside the metropolitan area;
and

(2) 15 percent of a city’s base revenue guarantee for cities in which the
population has declined since the estimate for the third year preceding the most
recent estimate. -

Sec. 69. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 18. CITY REVENUE GUARANTEE. “City revenue guarantee” is
the product of:

(1) the sum of a city’s base revenue guarantee and the city’s revenue guaran-
tee increase;

(2) the number of households in the city; and

(3) 108 percent for aids payable in 1989 and 104 percent for aids payable in
1990 and subsequent years.

Sec. 70. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 19. METROPOLITAN AREA. “Metropolitan area” is the metropoli-
tan area as defined in section 473.121, subdivision 2.

Sec. 71. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 20. CITY TAX CAPACITY. “City tax capacity” means (1) 23 per-
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.

reduced by the sum of (1) a city’s market value of commercial industrial proper-

ty as defined in section 473F.02, subdivision 3, multiplied by the ratio determined
pursuant to section 473F.08, subdivision 2, paragraph (a), and (2) the market
value of the captured value of tax increment financing districts as defined in
section 469.177, subdivision 2. The net tax capacity will be computed using
equalized market values.

Sec. 72. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 21. EQUALIZED MARKET VALUES. Equalized market values are
equalized market values as defined in section 273.1398, subdivision 1.

Sec. 73. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 22. CITY INITIAL AID. “Initial aid” for a city is its city revenue
guarantee minus the city’s tax capacity. Initial aid cannot be less than $0.

Sec. 74. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 23. CITY EXPENDITURE/UNLIMITED AID RATIO. “Expendi-

revenue guarantee.

Sec. 75. Minnesota Statutes 1986, section 477A.011, is amended by adding
a subdivision to read:

Subd. 24. LOCAL GOVERNMENT AID INCREASE. “Local government
aid increase” is aid payable in 1989 pursuant to section 477A.013, subdivision
3, minus the city’s 1988 local government aid.

Sec. 76. Minnesota Statutes 1987 Supplement, section 477A.013, subdivi-
sion 1, is amended to read:

Subdivision 1. TOWNS. In calendar year 1988 and ealendar years thereaf
tex, 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 distribu-
tion equal to the greater of: (a) 60 percent of the amount received in 1983
pursuant to Minnesota Statutes 1982, sections 273.138, 273.139, and 477A.011
10 477A.03; or (b) the amount certified in 1987 pursuant to sections 477A.011 to

distribution equal to the amount received jn 1989 under this subdivision.
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.

Sec. 77. Minnesota Statutes 1987 Supplement, section 477A.013, subdivi-
sion 2, is amended to read:

Subd. 2. CITIES. In calendar year 1988 and ealendar years thereafier, each
city shall receive a local government aid distribution equal to the amount that
the city was certified to receive for calendar year 1987 under this subdivision.

Sec. 78. Minnesota Statutes 1987 Supplement, section 477A.013, is amended
by adding a subdivision to read:

Subd. 3. CITY AID DISTRIBUTION. In 1989, a city whose initial aid is
greater than $0 will receive the following aid increases in addition to an amount
equal to the local government aid it received in 1988 under Minnesota Statutes
1987 Supplement, section 477A.013:

than 1.05, seven percent of city revenue;

(8) for a city whose expenditure/unlimited aid ratio is at least .95 but less
than 1.0, 7.5 percent of city revenue;

than .95, 8.5 percent of city revenue; and

(10) for a city whose expenditure/unlimited aid ratio is less than .75, nine
percent of city revenue. ‘

In 1990 and subsequent years, a city whose initial aid is greater than $0 will
receive an amount equal to the aid it received under this subdivision and

aid increase equal to 50 percent of the rates listed in clauses 1 to 10 multiplied
by city revenue.
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A city’s aid increase under this subdivision is limited to the lesser of (1) 20
percent of its levy for taxes payable in the year prior to that for which aids are
being calculated after the adjustments provided in section 273.1398, subdivision
2, or (2) its initial aid amount, provided that no city will receive an increase that
is less than two percent of its 1988 local government aid for aids payable in
1989.

_— AR I e

percent of the local government aid it received in 1988 under Minnesota Stat-

A city whose initial

utes 1987 Supplement, section 477A.013. A city whose initial aid is $0 will
receive in 1990 and subsequent years an amount equal to the aid it received in

the previous year under this subdivision and subdivision 4.

Sec. 79. Minnesota Statutes 1987 Supplement, section 477A.013, is amended
by adding a subdivision to read:

Subd. 4. ADDITIONAL DISTRIBUTION. A city with a population over
2,500 is eligible for additional aid in 1989 only. The amount of additional aid
is equal to (1) the product of (i) the lesser of 50 percent of a city’s “city revenue
guarantee” or 50 percent of a city’s “city revenue” and (ii) one minus the ratio
of the city’s tax capacity per household to 435; less (2) the sum of (i) the
disparity reduction aid payable to all unique taxing jurisdictions within a city
and (ii) the local government aid increase for the city. The additional aid under
this section cannot be less than zero.

Sec. 80. NOTIFICATION OF ADMINISTRATIVE DIRECTIVES.

The commissioner of revenue shall notify the chairs of the senate committee

directives or interpretations of the provisions of this article. The notice must be
given at least five days before a directive or interpretation is released to the
public or provided to a local government to allow time for the chairs to provide
advice or to comment on the commissioner’s directive or interpretation of the
law. An administrative directive or interpretation includes an explanation of
a provision, a clarification of its application to a particular circumstance, a
directive on how to apply or administer a provision, and other similar commu-
nications that are intended to direct or guide local government officials in admin-
istering the law. This section applies only to written materials that are gither
released to the public or mailed, sent or provided to a local government or a
local government official.

Sec. 81. REPEALER.

(a) Minnesota Statutes 1986, sections 272.64; 273.13, subdivisions 7a and
30; 275.49; 477A.011, subdivisions 4, 5, 6, 7a, 10, 11, 12, 13, and 14; and
Minnesota Statutes 1987 Supplement, sections 273.1102, subdivision 2; 273.1195;
273.13, subdivision 9; 273.1394; 273.1395; 273.1396; 273.1397; 275.081; 275.082;
275.125, subdivision 22; and 477A.011, subdivision 7; and Laws 1987, chapter
268, article 6, section 19, are repealed.
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(%)dMinnesota Statutes 1986, section 275.50, subdivisions 3, 7, and 8 are
repealed.

(c) Minnesota Statutes 1987 Supplement, section 273.13, subdivision 15a,
and section 21 are repealed.

Sec. 82. Laws 1987, chapter 268, article 6, section 53, is amended to read:
Sec. 53. REPEALER.

Minnesota Statutes 1986, sections 13.58; 124.2131, subdivision 4;
124.2137; 4242439; 124A.031, subdivision 4; 273.112, subdivision 9; 273.115;
273.116; 273.13, subdivisions 26, 27, 28, and 29; and 273.1311: 27334345:
273-135; subdivisien S5 and 273-1391%; subdivision 4, are repealed.

Sec. 83. REENACTMENT.

Notwithstanding Minnesota Statutes, section 645.36, Minnesota Statutes,
sections 124.2139; 273.1315; 273.135, subdivision 5; and 273.1391, subdivision
4, are reenacted and are effective as amended in this article for taxes levied in
1988 and thereafter, payable in 1989 and thereafter.

Sec. 84. INSTRUCTION TO REVISOR.

The revisor of statutes shall change the words “assessed value” or “assessed
valuation” wherever they appear in Minnesota Statutes to “gross tax capacity”

Supplement and subsequent editions of the statutes except section 275.011. The
revisor of statutes shall change the words “mill rate” wherever they appear in
Minnesota Statutes to “tax capacity rate” in Minnesota Statutes 1988 and subse-
quent editions of the statutes except section 275.011.

Sec. 85. APPROPRIATION.

$4,000,000 is appropriated to the commissioner of revenue from the general
fund for the biennium ending June 30, 1989. This money is to be used by the
commissioner to provide grants and other assistance to all counties for the
purpose of developing, upgrading, and maintaining county property tax adminis-
trative data collection and processing systems and for the costs of administering
this article.

Sec. 86. EFFECTIVE DATE,

for taxes levied in 1988, payable in 1989, and thereafter, except as otherwise
provided. Sections 30 and 81, paragraph (c) are effective for taxes levied in
1989, payable in 1990, and thereafter. Sections 80 and 85 are effective the day
following final enactment.
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ARTICLE 6
PROPERTY TAX TECHNICAL AND ADMINISTRATION

Section 1. Minnesota Statutes 1986, section 270.075, subdivision 2, is
amended to read:

Subd. 2. As soon as practicable and not later than Nevember December 1
next following the levy of the tax, the commissioner shall give actual notice to
the airline company of the assessed valuation and of the tax. The taxes imposed
under sections 270.071 to 270.079 shall become due and payable on January 1
following the levy thereof. If any tax is not paid on the due date or, if an appeal
is made pursuant to section 270.076, within 60 days after notice of an increased
tax, a late payment penalty of ten percent of the unpaid tax shall be assessed.

The unpaid tax and penalty shall bear interest at the rate specified in section
270.75 from the time such tax should have been paid until paid. All interest
and penalties shall be added to the tax and collected as a part thereof.

Sec. 2. Minnesota Statutes 1987 Supplement, section 272.01, subdivision
2, is amended to read:

Subd. 2. (a) When any real or personal property which for any reason is
exempt from ad valorem taxes, and taxes in lieu thereof, is leased, loaned, or
otherwise made available and used by a private individual, association, or cor-
poration in connection with a business conducted for profit, there shall be
imposed a tax, for the privilege of so using or possessing such real or personal
property, in the same amount and to the same extent as though the lessee or user
was the owner of such property.

(b) The tax imposed by this subdivision shall not apply to (1) property

leased or used by way of a concession in or relative to the use in whole or part

" of a public park, market, fairgrounds, port authority, economic development
authority established under chapter 458C, municipal auditorium, airport owned |
by a city, town, county, or group thereof but not the airports owned or operated |
by the metropolitan airports commission or a city of over 50,000 population or
an airport authority therein, municipal museum or municipal stadium or (2)
property constituting or used as a public pedestrian ramp or concourse in con-
nection with a public airport or (3) property constituting or used as a passenger
check-in area or ticket sale counter, boarding area, or luggage clalm area in
connection w1th a public n_‘gort but not the airports owned or operated by by the the
metropolitan airports commission or cities of over 50,000 population or an
airport authority therein. Real estate owned by a municipality in connection
with the operation of a public airport and leased or used for agricultural pur-

poses shall not be exempt.

(c) Taxes imposed by this subdivision shall be due and payable as in the
case of personal property taxes and such taxes shall be assessed to such lessees or
users of real or personal property in the same manner as taxes assessed to
owners of real or personal property, except that such taxes shall not become a
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lien against the property. When due, the taxes shall constitute a debt due from
the lessee or user to the state, township, city, county and school district for
which the taxes were assessed and shall be collected in the same manner as
personal property taxes. If property subject to the tax imposed by this subdivi-
sion is leased or used jointly by two or more persons, each lessee or user shall be
jointly and severally liable for payment of the tax.

Sec. 3. Minnesota Statutes 1987 Supplement, section 272.02, subdivision
1, is amended to read:

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

(1) all public burying grounds;

(2) all public schoolhouses;

(3) all public hospitals;

(4) all academies, colleges, and universities, and all seminaries of learning;
(5) all churches, church property, and houses of worship;

(6) institutions of purely public charity except parcels of property containing
structures and the structures described in section 273,13, subdivision 25, para-
graph (c), clause (1) or (2), or paragraph (d), clause (2);

(7) all public property exclusively used for any public purpose;

(8) except for the taxable personal property enumerated below, all personal
property and the property described in section 272.03, subdivision 1, paragraphs
(c) and (d) shall be exempt.

The following personal property shall be taxable:

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

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

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

(d) leasehold or other personal property interests which are taxed pursuant
to section 272.01, subdivision 2; 273.124, subdivision 7; or 273.19, subdivision
1; or any other law providing the property is taxable as if the lessee or user were
the fee owner;

(e) manufactured homes and sectional structures; and
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(P flight property as defined in section 270.071.

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

Any taxpayer requesting exemption of all or a portion of any equipment or
device, or part thereof, operated primarily for the control or abatement of air or
water pollution shall file an application with the commissioner of revenue. The
equipment or device shall meet standards, rules or criteria prescribed by the
Minnesota pollution control agency, and must be installed or operated in accord-
ance with a permit or order issued by that agency. The Minnesota pollution
control agency shall upon request of the commissioner furnish information or
advice to the commissioner. On determining that property qualifies for exemp-
tion, the commissioner shall issue an order exempting the property from taxa-
tion. The equipment or device shall continue to be exempt from taxation as
long as the permit issued by the Minnesota pollution control agency remains in
effect.

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

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

(12) Property used in a continuous program to provide emergency shelter
for victims of domestic abuse, provided the organization that owns and sponsors
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the shelter is exempt from federal income taxation pursuant to section 501(c)(3)
of the Internal Revenue Code of 1986, as amended through December 31, 1986,
notwithstanding the fact that the sponsoring organization receives funding under
section 8 of the United States Housing Act of 1937, as amended.

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

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

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

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

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

An exemption provided by paragraph (15) shall apply for a period not to exceed
five years. When the facility no longer qualifies for exemption, it shall be placed
on the assessment rolls as provided in subdivision 4. Before approving a tax
exemption pursuant to this paragraph, the governing body of the municipality
shall provide an opportunity to the members of the county board of commis-
sioners of the county in which the facility is proposed to be located and the
members of the school board of the school district in which the facility is
proposed to be located to meet with the governing body. The governing body
shall present to the members of those boards its estimate of the fiscal impact of
the proposed property tax exemption. The tax exemption shall not be approved
by the governing body until the county board of commissioners has presented its
written comment on the proposal to the governing body, or 30 days has passed
from the date of the transmittal by the governing body to the board of the
information on the fiscal impact, whichever occurs first.

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

(17) Notwithstanding section 273.19, state lands that are leased from the
department of natural resources under section 92.46.

(18) Electric power distribution lines and their attachments and appurte-
nances, that are used primarily for supplying electricity to farmers at retail.

(19) Transitional housing facilities. “Transitional housing facility” means a
facility that meets the following requirements. (i) It provides temporary housing
to parents and children who are receiving AFDC or parents of children who are
temporarily in foster care. (i) It has the purpose of reuniting families and
enabling parents to advance their education, get job training, or become employed
in jobs that provide a living wage. (iii) It provides support services such as child
care, work readiness training, and career development counseling; and a self-
sufficiency program with periodic monitoring of each resident’s progress in com-
pleting the program’s goals. (iv) It provides services to a resident of the facility
for at least six months but no longer than one year, except residents enrolled in
an educational or vocational institution or job training program. These resi-
dents may receive services during the time they are enrolled but in no event
longer than four years. (v) It is sponsored by an organization that has received
a grant under section 256.7365 for the biennium ending June 30, 1989, for the
purposes of providing the services in jtems (i) to (iv). (vi) It is sponsored by an
organization that is exempt from federal income tax under section 501(c)(3) of
the Internal Revenue Code of 1986, as amended through December 31, 1987,
This exemption applies notwithstanding the fact that the sponsoring organiza-
tion receives financing by a direct federal loan or federally insured loan or a loan
made by the Minnesota housing finance agency under the provisions of either
Title II of the National Housing Act or the Minnesota housing finance agency
law of 1971 or rules promulgated by the agency pursuant to it, and notwith-
standing the fact that the sponsoring organization receives funding under Sec-
tion 8 of the United States Housing Act of 1937, as amended.

Sec. 4. Minnesota Statutes 1987 Supplement, section 272.121, is amended
to read:

272,121 CURRENT TAX ON DIVIDED PARCELS.

Subdivision 1. CERTIFICATION OF PAYMENT. Except as provided in
subdivision 2, if a deed or other instrument conveys a parcel of land that is less
than a whole parcel of land as described in the current tax list, the county
auditor shall not transfer or divide the land in the auditor’s official records, and
the county recorder shall not file and record the instrument, unless the instru-
ment of conveyance contains a certification by the county treasurer that the
taxes due in the current tax year for the whole parcel have been paid. This
certification is in addition to the certification for delinquent tax required by
section 272,12,
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Subd. 2. EXCEPTIONS. No certification of current tax paid is required
when the land is being conveyed to the federal government, the state, or a home
rule charter or statutory city or any other political subdivision, or for any
sheriff’s or referee’s certificate of sale or other instrument if a certification of
delinquent tax for the instrument is not required under section 272.12.

Sec. 5. Minnesota Statutes 1986, section 273.112, subdivision 3, is amended
to read:

Subd. 3. Real estate shall be entitled to valuation and tax deferment under
this section only if it is:

(a) actively and exclusively devoted to golf, skiing or archery or firearms
range recreational use or uses and other recreational uses carried on at the
establishment;

(b) five acres in size or more, except in the case of an archery or firearms
range;

(c)(1) operated by private individuals and open to the public; or

(2) operated by firms or corporations for the benefit of employees or guests;
or

(3) operated by private clubs having a membership of 50 or more, provided
that the club does not discriminate in membership requirements or selection on
the basis of sex; and

(d) made available, in the case of real estate devoted to golf, for use without
discrimination on the basis of sex during the time when the facility is open to
use by the public or by members, except that use for golf may be restricted on
the basis of sex no more frequently than one, or part of one, weekend each
calendar month for each sex and no more than two, or part of two, weekdays
each week for each sex.

If a golf club membership allows use of golf course facilities by more than

permit play during restricted times may be allowed only if the restricted times
apply to all adults using the membership.

A golf club may have or create an individual membership category which

member for such membership.

For purposes of this subdivision and subdivision 7a, discrimination means
a pattern or course of conduct and not linked to an isolated incident.
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Sec. 6. Minnesota Statutes 1986, section 273.112, subdivision 6, is amended
to read:

Subd. 6. Application for deferment of taxes and assessment under this
section shall be made at least 60 days prior to January 2 of each year. Such
application shall be filed with the assessor of the taxing district in which the real
property is located on such form as may be prescribed by the commissioner of
revenue. The assessor may require proof by affidavit or other written verificat-
ion that the property qualifies under subdivision 3. In the case of property
operated by private clubs pursuant to subdivision 3, clause (c)(3), in order to
qualify for valuation and tax deferment under this section, the taxpayer must
submit to the assessor proof by affidavit or other written verification that the
bylaws or rules and regulations of the club meet the eligibility requirements
provided under this section. The signed affidavit or other written verification
shall be sufficient demonstration of eligibility for the assessor unless the county
attorney determines otherwise.

The county assessor shall refer any question regarding the eligibility for
valuation and deferment under this section to the county attorney for advice
and opinion under section 388.051, subdivision 1. Upon request of the county
attorney, the taxpayer shall furnish information that the county attorney consid-
ers necessary in order to determine eligibility under this section.

Real estate is not entitled to valuation and deferment under this section

— e D S

Sec. 7. Minnesota Statutes 1987 Supplement, section 273.1195, is amended
to read:

273.1195 STATE PAID SMALL BUSINESS PROPERTY TAX TRANSI-
TION CREDIT.

For property taxes payable in 1988 only, class 3a commercial industrial
property is eligible for a state paid small business transition property tax credit
if the payable 1988 property taxes on the first $120,000 of market value of the
property exceed three percent of the January 2, 1987, market value. The credit
is equal to 50 percent of the property tax amount which is in excess of three
percent of market value. Only the first $120,000 of market value of a qualifying
parcel and the taxes attributable to the first $120,000 of market value are eligible
for the computation of this credit. Only a parcel that qualifies for the 28 percent
assessment ratio contained in section 273.13, subdivision 24, paragraph (a),
qualifies for the credit provided in this section. Only the market value and

computing the credit provided in this section.

In the ease of taxes paid in installments pursuant to seetion 279:0%; subdivi-
sion 1; the eredit under this section must be dedueted from the seeond ene-half
installment payable Oeteber 45: The amount of the reduction must be reported
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to the commissioner of revenue as part of the abstracts of tax lists required to be
filed with the commissioner under section 275.29.

There is annually appropriated from the general fund to the commissioners
of revenue and education the amount necessary to replace the revenue lost to
local units of government and school districts as a result of the reduction in
property taxes provided in this section. The payment amounts must be deter-
mined and the installments paid under the provisions of sections 273.13, subdi-
vision 15a, and 273.1392.

Sec. 8. Minnesota Statutes 1986, section 273.121, is amended to read:
273.121 VALUATION OF REAL PROPERTY, NOTICE.

Any county assessor or city assessor having the powers of a county assessor,
valuing or classifying taxable real property shall in each year notify those per-
sons whose property is to be assessed or reclassified that year if the person’s
address is known to the assessor, otherwise the occupant of the property. In the
ease of property ewned by a married couple in joint tenancy or tenaney in
eommeon; the assessor shall not deny homestead treatment in wheole or in part if
only one of the spouses is oceupying the property and the other spouse is absent
due to diveree or separation; or is & resident of & nursing home or o boarding
eare faeility: The notice shall be in writing and shall be sent by ordinary mail at
least ten days before the meeting of the local board of review or equalization. It
shall contain the amount of the valuation in terms of market value, the new
classification, the assessor’s office address, and the dates, places, and times. set
for the meetings of the local board of review or equalization and the county
board of equalization. If the assessment roll is not complete, the notice shall be
sent by ordinary mail at least ten days prior to the date on which the board of
review has adjourned. The assessor shall attach to the assessment roll a state-
ment that the notices required by this section have been mailed. Any assessor
who is not provided sufficient funds from the assessor’s governing body to
provide such notices, may make application to the commissioner of revenue to
finance such notices. The commissioner of revenue shall conduct an investiga-
tion and, if satisfied that the assessor does not have the necessary funds, issue a
certification to the commissioner of finance of the amount necessary to provide
such notices. The commissioner of finance shall issue a warrant for such amount
and shall deduct such amount from any state payment to such county or munici-
pality. The necessary funds to make such payments are hereby appropriated.
Failure to receive the notice shall in no way affect the validity of the assessment,
the resulting tax, the procedures of any board of review or equalization, or the
enforcement of delinquent taxes by statutory means.

Sec. 9. Minnesota Statutes 1986, section 273.124, subdivision 1, is amended
to read: .

Subdivision 1. GENERAL RULE. Residential real estate that is occupied
and used for the purposes of a homestead by its owner, whe must be a Minneso-
ta resident, is a homestead. Dates for establishment of 2 homestead and home-
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stead treatment provided to particular types of property are as provided in this
section.

The assessor shall require proof, by affidavit or otherwise, of the facts upon
which classification as a homestead may be determined.

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

In the case of property owned by a married couple in joint tenancy or
tenancy in common, the assessor must not deny homestead treatment in whole
or in part if only one of the spouses is occupying the property and the other
spouse is absent due to divorce or separation, or is a resident of a nursing home
or a boarding care facility,

If an individual is purchasing property with the intent of claiming it as a
homestead, and is required by the terms of the financing agreement to have one
or both parents shown on the deed as coowners, the assessor shall allow a full
homestead classification and extend full homestead credit. This provision only
applies to first time purchasers, whether married or single, or to a person who
had previously been married and is purchasing as a single individual for the first
time. The application for homestead benefits must be on a form prescribed by

mine if full homestead benefits are warranted.

Sec. 10. Minnesota Statutes 1986, section 273.124, subdivision 6, is amended
to read:

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 by the
_cooperative association on behalf of the members of the cooperative for each
dwelling unit occupied by a member of the cooperative. The cooperative associ-
ation must provide the assessor with the social security numbers of those mem-
bers. 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) to the
extent permitted under state or federal law, the cooperative association must
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have a right under a written agreement with the owner to purchase 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. Home-

stead treatment must be afforded to units occupied by members of the coopera-

tive association and the units must be assessed as provided in subdivision 3,

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 treat-

ment under this subdivision.

Sec. 11. Minnesota Statutes 1986, section 277.05, is amended to read:
277.05 SHERIFF TO FILE LIST OF UNCOLLECTED TAXES,

If the sheriff is unable, for want of goods and chattels whereon to levy, to
collect by a distress, or otherwise, the taxes, or any part thereof, assessed upon
the personal property of any persons, the sheriff shall file with the court adminis-
trator of the district court, on September first following, a list of such taxes, with
an affidavit of the sheriff, or of the deputy sheriff entrusted with the collection
thereof, stating that the affiant has made diligent search and inquiry for goods
and chattels from which to collect such taxes, and is unable to collect the same.
December 1. The sheriff shall note on the margin of such list the place to which
any delinquent taxpayer may have removed, with the date of removal, if known.
At the time of filing the list the sheriff shall also return all the warrants with
endorsements thereon showing the doings of the sheriff or deputy in the prem-
ises, and the court administrator shall file and preserve the same. On or before
September tenth thereafter, the court administrator shall deliver such list and
affidavit to the county treasurer, who shall, by comparison of such list with the
tax duplicates in the treasurer’s office, ascertain whether or not all personal
property taxes reported by the treasurer to the court administrator as delin-
quent, except those included in such list, have been paid into the treasurer’s
office, and shall attach to the list a certificate stating whether or not all taxes
reported by the treasurer to the court administrator as delinquent and not
included in the list have been received, and stating the items of such taxes, if
affidavit as they apply to manufactured homes on or before December 10. The
treasurer shall deliver such list and affidavit, with the certificate attached, to the
county board at its first session thereafter, which shall cancel such taxes as it is
satisfied cannot be collected. A copy of the tax list so revised, and also a
separate list of the taxes so canceled, shall be included in the records of the
proceedings of the board, and published in full, as a part of the proceedings.
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Sec. 12. Minnesota Statutes 1986, section 277.06, is amended to read:
277.06 CITATION TO DELINQUENTS; DEFAULT JUDGMENT.

On October 20, or within ten days after the adjournment of the county
board, whichever occurs first, the county auditor shall file a copy of such revised
list with the court administrator of the district court; end, The county auditor
shall file a copy of the revised list as it applies to manufactured homes on

PRl AL AL M

January 20. Within ten days thereafter after the list has been filed, the court
administrator shall issue a citation to each delinquent named in the list, stating
the amount of tax and penalty, and requiring such delinquent to appear on a day
to be set by the district court in the county, appointed to be held at a time not
less than 30 days after the issuance of such citation, and show cause, if any there
be, why the delinquent should not pay the tax and penalty. The citation shall be
delivered for service to the sheriff of the county where such person may at the
time reside or be. If such person, after service of the citation, fails to pay such
tax, penalty, and costs to the sheriff before the first day of the term, or on such
day to show cause as aforesaid, the court shall direct judgment against the
person for the amount of such tax, penalty, and costs. When unable to serve the
citation, the sheriff shall return the same to the court administrator, with a
return thereto to that effect, and thereupon, or if the court decides that the
service of such citation made or attempted to be made, or the issuance thereof
by the court administrator, was illegal, the court administrator shall issue anoth-
er like citation, requiring such delinquent to appear on the first day of the next
general term to be held in the county, and show cause as aforesaid, and if the
delinquent fails to pay or to show cause, the court shall direct judgment as
aforesaid. Whenever the sheriff has been unable to serve any such citation
theretofore issued in any year or years, or whenever the court decides that the
service of any such citation theretofore made or attempted to be made, or the
issuance thereof by the court administrator, was illegal, the court administrator
shall issue another like citation requiring such delinquent to appear, as in the
case last provided, and with like effect; provided, that all citations other than the
first shall be issued only on the request of the county attorney.

Sec. 13. Minnesota Statutes 1987 Supplement, section 279.01, subdivision
1, is amended to read:

Subdivision 1. Except as provided in subdivision 3, 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
as class 4d or 4c, 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
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the tax due on the property after May 15 and before June 1 shall attach an
affidavit to the payment attesting to compliance with the income provision of
this subdivision. Thereafter, for both homestead and nonhomestead property,
on the 16tk first day of each month, up to and including October 16 1 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 +6tk day of
each month up to and including DPeeember 16 first day of November and
December following, an additional 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 Pecember 16 first
day .of November and December 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.

A county may provide by resolution that in the case of a property owner
that has multiple tracts or parcels with aggregate taxes exceeding $50, payments
may be made in installments as provided in this subdivision.

The county treasurer may accept payments of more or less than the exact
amount of a tax installment due. If the accepted payment is less than the
amount due, payments must be applied first to the penalty accrued for the year
the payment is made. Acceptance of partial payment of tax does not constitute
a waiver of the minimum payment required as a condition for filing an appeal
under section 278.03 or any other law, nor does it affect the order of payment of
delinquent taxes under section 280.39,

Sec. 14. Minnesota Statutes 1986, section 279.01, subdivision 3, is amended
to read:

Subd. 3. In the case of class 1b agricultural homestead, class 2a agricultural
homestead property, and class 2¢ agricultural nonhomestead property, no penal-
ties shall attach to the second one-half property tax payment as provided in this
section if paid by November 15. Thereafter for class 1b agricultural homestead
and class 2a homestead property, on November 16 following, a penalty of six
percent shall accrue and be charged on all such unpaid taxes and on December
16 1 following, an additional two percent shall be charged on all such unpaid
taxes. Thereafter for class 2c agricultural nonhomestead property, on November
16 following, a penalty of eight percent shall accrue and be charged on all such
unpaid taxes and on December +6 1 following, an additional four percent shall
be charged on all such unpaid taxes.
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If the owner of class 1b agricultural homestead, class 2a, or class 2¢ agricul-
tural property receives a consolidated property tax statement that shows only an
aggregate of the taxes and special assessments due on that property and on other
property not classified as class 1b agricultural homestead, class 2a, or class 2c
agricultural property, the apgregate tax and special assessments shown due on
the property by the consolidated statement will be due on November 15 provid-
ed that at least 50 percent of the property’s market value is classified class 1b
agricultural, class 2a, or class 2¢ agricultural.

Sec. 15. [375.1691] JUDICIAL ORDER AFTER BUDGET PREPARA-
TION.

Notwithstanding any law to the contrary, a judicial order compelling pay-
ment out of county funds shall not be paid unless approved by the county board,
if a budget request for the item was not submitted to the county board prior to
adoption of the budget in effect for the fiscal year. If the county board refuses to
approve payment, the order may be paid in the first fiscal year for which a
budget is approved after receipt of the order. This section does not apply 1o a
judgment or other award against the county that is a result of litigation to which

the county or a county official in an official capacity was a party.

Sec. 16, Minnesota Statutes 1986, section 375.192, subdivision 1, is amended
to read:

Subdivision 1. Notwithstanding section 270.07, upon written application
by the owner of the property, the county board may grant a reduction, for the
current year, of the assessed valuation of any real property in that county which
erroneously has been classified, for tax purposes, as nonhomestead property, as
is necessary to give it the assessed valuation which it would have received if it
had been classified correctly. The application shall be made on a form pre-
scribed by the commissioner of revenue. It shall include the social security
number of the applicant and a statement of facts of ownership and occupancy.
The social security number of the property owner is private data on individuals
as defined by section 13.02, subdivision 12. It shall be sworn to by the owner of
the property before an officer authorized to take acknowledgments. Before it is ‘
acted upon by the county board, the application shall be referred to the county }
assessor, or if the property is located in a city of the first class having a city |
assessor, to the city assessor, who shall investigate the facts and attach a report |
of the investigation to the application.

With respect to abatements relating to the current year’s tax processed
through June 30, the county auditor shall notify the commissioner of revenue on
or before July 31 of that same year of all applications granted pursuant to this
subdivision. With respect to abatements relating to the current year’s tax processed
after June 30 through the balance of the year, the county auditor shall notify the
commissioner of revenue on or before the following January 31 of all applica-
tions granted pursuant to this subdivision. The form submitted by the county
auditor shall be prescribed by the commissioner of revenue and shall contain the
information which the commissioner deems necessary.
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Sec. 17. Minnesota Statutes 1987 Supplement, section 475.61, subdivision
3, is amended to read:

Subd. 3. IRREVOCABILITY. Tax levies so made and filed shall be irrevo-
cable, except as provided in this subdivision.

In each year when there is on hand any excess amount in the debt redemp-
tion fund of a school district at the time the district makes its property tax
levies, the amount of the excess shall be certified by the school board to the
ment for the homestead eredit replacement aid paid pursuant to seetion 273-1394;
the apricultural eredit replacement nid paid pursuant to seetion 273-1395; and
the tax base edjustment pursuant to seetion 273-1396: TFhe commissioner of
eduecation shell certify the adjusted redueced tax levy to the county auditor and
the auditor shall reduce the tax levy otherwise to be included in the rolls next
prepared by the amount certified, unless the school board determines that the
excess amount is necessary to ensure the prompt and full payment of the obliga-
tions and any call premium on the obligations, or will be used for redemption of
the obligations in accordance with their terms. An amount shall be presumed to
be excess for a school district in the amount that it, together with the levy
required by subdivision 1, will exceed 106 percent of the amount needed to
meet when due the principal and interest payments on the obligations due
before the second following July 1. This subdivision shall not limit a school
board’s authority to specify a tax levy in a higher amount if necessary because of
anticipated tax delinquency or for cash flow needs to meet the required pay-
ments from the debt redemption fund.

If the governing body, including the governing body of a school district, in
any year makes an irrevocable appropriation to the debt service fund of moneys
actually on hand or if there is on hand any excess amount in the debt service
fund, the recording officer may certify to the county auditory the fact and
amount thereof and the auditor shall reduce by the amount so certified the
amount otherwise to be included in the rolls next thereafter prepared.

Sec. 18. Minnesota Statutes 1986, section 477A.015, is amended to read:

477A.015 PAYMENT DATES.

The commissioner of revenue shall make the payments of local government
aid to affected taxing authorities in two installments on July 45 20 and Decem-
ber 15 annually.

The commissioner may pay all or part of the payment due on December 15
at any time after August 15 upon the request of a city that requests such
payment as being necessary for meeting its cash flow needs.

Sec. 19. ADJUSTMENT FOR CREDITS.

adjustments not previously claimed for wetlands credit and reimbursement,
native prairie credit and reimbursement, and the small business credit in the
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1989 abstract of tax lists. The commissioner of revenue shall review the certificat-
ions to determine their accuracy and make the changes deemed necessary. After
they have been reviewed, the commissioner shall include these prior year adjust-

ments in the 1989 aid payments.

Subd. 2. A county auditor may make a final certification of prior year

adjustments not previously claimed for homestead credit and agricultural credit

certifications to determine their accuracy and make the changes deemed neces-
sary. After they have been reviewed, the commissioner shall include these prior
year adjustments in the 1990 aid payments.

Sec. 20. Laws 1987, chapter 268, article 6, section 54, is amended to read:
Sec. 54. EFFECTIVE DATE.

Except where provided otherwise, sections 1 to 13, and 15 to 53 are effec-
tive for taxes levied in 1988, payable in 1989, and thereafter. Section 14 is
effective for taxes payable jn 1987 and thereafter.

Sec. 21. REPEALER.

Minnesota Statutes 1986, section 275.035, is repealed.

Sec. 22. EFFECTIVE DATE.
Sections 2, 3, 9, 10, 13, 14, and 17 are eﬂ'eétive for taxes levied in 1988 and

A e D o e L L L N e e e e e e

thereafter, payable in 1989 and thereafter.

for the 1988 assessment, the taxpaver of the property operated by private clubs
under Minnesota Statutes, section 273.112, subdivision 3, clause (c)(3), must
submit an affidavit or other written verification to the assessor by September 1,
1988, showing that the bylaws or rules and regulations of the private club meet
the eligibility requirements of section 5 by September 1, 1988,

Section 7 is effective only for taxes payable in 1988.
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ARTICLE 7
ASSESSORS

Section 1. [270.185] REASSESSMENT FUND; COMPENSATION.

Subdivision 1. A permanent reassessment revolving fund of $250,000 is
created. $250,000 is appropriated from the general fund to the permanent
reassessment revolving fund. The fund is annually appropriated to the commis-

from the revolving fund. Each county shall reimburse the revolving fund within
two years after the expenses are paid. The commissioner shall notify each county

was made to pay the expenses. The amounts reimbursed shall be deposited in
the revolving fund and are annually appropriated for its purposes.

Sec. 2. Minnesota Statutes 1986, section 270.41, is amended to read:

270.41 BOARD OF ASSESSORS.

(a) A board of assessors is hereby created. The board shall be for the
purpose of establishing, conducting, reviewing, supervising, coordinating or approv-
ing courses in assessment practices, and establishing criteria for determining
assessor’s qualifications. The board shall also have authority and responsibility
to consider other matters relating to assessment administration brought before it
by the commissioner of revenue. The board may grant, renew, suspend, or
revoke an assessor’s license. The board shall consist of nine members, who shall
be appointed by the commissioner of revenue, in the manner provided herein.

1. Two from the department of revenue,
2. Two county assessors,

3. Two assessors who are not county assessors, one of whom shall be a
township assessor, and

4. One from the private appraisal field holding a professional appraisal
designation,

5. Two public members as defined by section 214.02.

The appointment provided in 2 and 3 may be made from two lists of not
less than three names each, one submitted to the commissioner of revenue by
the Minnesota association of assessing officers or its successor organization con-
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taining recommendations for the appointment of appointees described in 2, and
one by the Minnesota association of assessors, inc. or its successor organization
containing recommendations for the appointees described in 3. The lists must
be submitted 30 days before the commencement of the term. In the case of a
vacancy, a new list shall be furnished to the commissioner by the respective
organization immediately. A member of the board who shall no longer be
engaged in the capacity listed above shall automatically be disqualified from
membership in the board.

The board shail annually elect a chair and a secretary of the board.

(b) The board may refuse to grant or renew, or may suspend or revoke, a
license of an applicant or licensee for any of the following causes or acts:

(1) failure to complete required training;

(2) inefficiency or neglect of duty;

(3) “unprofessional conduct” which means knowingly neglecting to perform

value or the level required by law in order to gain favor or benefit, or knowingly
and intentionally misclassifying property in order to gain favor or benefit; or

(4) conviction of a crime involving moral turpitude; or

issue or suspension or revocation of a license.

(c) The board of assessors may adopt rules under chapter 14, defining or
interpreting grounds for refusing to grant or renew, and for suspending or revok-

review in accordance with chapter 14.

Sec. 3. Minnesota Statutes 1987 Supplement, section 270.485, is amended
to read:

270.485 SENIOR ACCREDITATION.

The legislature finds that the property tax system would be enhanced by
requiring that every county assessor and senior appraiser in the department of
revenue’s property tax review local government services division obtain senior
accreditation from the state board of assessors. By January 1, 989 1990, or in
the case of a county assessor within one year of the first appointment under
section 273.061, whichever is later, every county assessor and senior appraiser,
including the department’s regional representatives, must obtain senior accred-
itation from the state board of assessors. The board shall provide the necessary
courses or training. If a department senior appraiser or regional representative
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fails to obtain senior accreditation by January 1, 989 1990, the failure shall be
grounds for dismissal, disciplinary action, or corrective action. Except as pro-
vided in section 273.061, subdivision 2, paragraph (c), after December 30, 988
1989, the commissioner must not approve the appointment of a county assessor
who is not senior accredited by the state board of assessors. No employee hired
by the commissioner as a senior appraiser or regional representative after June
30, 1987, shall attain’ permanent status until the employee obtains senior accred-
itation. .

Sec. 4. Minnesota Statutes 1986,.section 273.01, is amended to read:

273.01 LISTING AND ASSESSMENT, TIME.

All real property subject to taxation shall be listed and at least one-fourth of
the parcels listed shall be appraised each year with reference to their value on
January 2 preceding the assessment so that each parcel shall be reappraised at
maximum intervals of four years. All real property becoming taxable in any
year shall be listed with reference to its value on January 2 of that year. Except
for the eorrections permitted herein as provided in section 274.01, subdivision 1,
all real property assessments shall be completed two weeks prior to the date
scheduled for the local board of review or equalization and no valuations entered
thereafter shall be of any force and effect. In the event a valuation and classification
is not placed on any real property by the dates scheduled for the local board of
review or equalization the valuation and classification determined in the preced-
ing assessment shall be continued in effect and the provisions of section 273.13
shall, in such case, not be applicable, except with respect to real estate which has
been constructed since the previous assessment. Fhe county assesser or any
a93es56F in any city of the first elass may cither before or after the dates speeified
herein eorrect any orrors in valuation of any parecels of property; that may have
been incurred in the assessment: provided; that in the ease of such eorreetion it
ewner of record or the persen to whom the tax statement is mailed: Net meore
than twe pereent of the tetal number of pareels in the assessos’s jurisdietion may
be correeted after the dates speeified herein and in the event of any corrections
in exeess of the authorized number of such eorreetions; all corrections shall be
¥oid: Real property containing iron ore, the fee to which is owned by the state
of Minnesota, shall, if leased by the state after January 2 in any year, be subject
to assessment for that year on the value of any iron ore removed under said
lease prior to January 2 of the following year. Personal property subject to
taxation shall be listed and assessed annually with reference to its value on
January 2; and, if acquired on that day, shall be listed by or for the person
acquiring it.

~Sec. 5. Minnesota Statutes 1986, section 273.05, subdivision 1, is amended

to read:
Subdivision 1. APPOINTMENT OF TOWN AND CITY ASSESSORS.
Notwithstanding any other provision of law all town assessors shall be appointed
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by the town board, and notwithstanding any charter provisions to the contrary,
all city assessors shall be appointed by the city council or other appointing
authority as provided by law or charter. Such assessors shall be residents of the
state but need not be a resident of the town or city for which they are appointed.
They shall be selected and appointed because of their knowledge and training in
the field of property taxation. All town and statutory city assessors shall be

terminated at any time by the town board or city council on charges by the
commissioner of revenue of inefficiency or neglect of duty. Vacancies in the
office of town or city assessor shall be filled within 90 days by appointment of
the respective appointing authority indicated above. If the vacancy is not filled
within 90 days, the office shall be terminated. When a vacancy in the office of
town or city assessor is not filled by appointment, and it is imperative that the
office of assessor be filled, the county auditor shall appoint some resident of the
county as assessor for such town or city. The county auditor may appoint the
county assessor as assessor for such town or city, in which case the town or city
shall pay to the county treasurer the amount determined by the county auditor
to be due for the services performed and expenses incurred by the county
assessor in acting as assessor for such town or city, The term of any town or
statutory city assessor in a county electing in accordance with section 273.052
shall be terminated as provided in section 273.055.

The commissioner of revenue may recommend to the state board of asses-
sors the nonrenewal, suspension, or revocation of an assessor’s license as provid-
ed in sections 270.41 to 270.53.

Sec. 6. Minnesota Statutes 1987 Supplement, section 273.061, subdivision
1, is amended to read:

Subdivision 1. OFFICE CREATED; APPOINTMENT, QUALIFICA-
TIONS. Every county in this state shall have a county assessor. The county
assessor shall be appointed by the board of county commissioners and shall be a |
resident of this state. The assessor shall be selected and appointed because of |
knowledge and training in the field of property taxation and appointment shall }
be approved by the commissioner of revenue before the same shall become |
effective. Upon receipt by the county commissioners of the commissioner of
revenue’s refusal to approve an appointment, the term of the appointee shall
terminate at the end of that day. Notwithstanding any law to the contrary, a
county assessor must have senior accreditation from the state board of assessors
by January 1, 4989 1990, or within one year of the assessor’s first appointment
under this section, whichever is later.

Sec. 7. Minnesota Statutes 1986, section 273.061, subdivision 2, is amended
to read:

Subd. 2. TERM; VACANCY. (a) The terms of county assessors appointed
under this section shall be four years. A new term shall begin on January 1 of
every fourth year after 1973. When any vacancy in the office occurs, the board
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of county commissioners, within 30 days thereafter, shall fill the same by appoint-
ment for the remainder of the term, following the procedure prescribed in
subdivision 1. The term of the county assessor may be terminated by the board
of county commissioners at any time, on charges of inefficiency or neglect of
duty by the commissioner of revenue. If the board of county commissioners
does not intend to reappoint a county assessor who has been certified by the
state board of assessors, the board shall present written notice to the county
assessor not later than 90 days prior to the termination of the assessor’s term,
that it does not intend to reappoint the assessor. If written notice is not timely
made, the county assessor will automatically be reappointed by the board of
county commissioners.

sors the nonrenewal, suspension, or revocation of an assessor’s license as provid-
ed in sections 270.41 to 270.53.

(b) In the event of a vacancy in the office of county assessor, through death,
resignation or other reasons, the deputy (or chief deputy, if more than one) shall
perform the functions of the office. If there is no deputy, the county auditor
shall designate a person to perform the duties of the office until an appointment
is made as provided in clause (a). Such person shall perform the duties of the
office for a period not exceeding 30 days during which the county board must
appoint a county assessor. Such 30-day period may, however, be extended by
written approval of the commissioner of revenue.

not approve the appointment for the remainder of the four-year term unless the
assessor has obtained senior accreditation.

Sec. 8. Minnesota Statutes 1987 Supplement, section 274.01, subdivision
1, is amended to read:

Subdivision 1. ORDINARY BOARD; MEETINGS, DEADLINES, GRIEV-
ANCES. (a) The town board of a town, or the council or other governing body
of a city, is the board of review except in cities whose charters provide for a
board of equalization. The county assessor shall fix a day and time when the
board or the board of equalization shall meet in the assessment districts of the
county. On or before February 15 of each year the assessor shall give written
notice of the time to the city or town clerk. Notwithstanding the provisions of
any charter to the contrary, the meetings must be held between April 1 and May
31 each year. The clerk shall give published and posted notice of the meeting at
least ten days before the date of the meeting. The board shall meet at the office
of the clerk to review the assessment and classification of property in the town
or city. No changes in valuation may be made by the county assessor after the
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board of review or the county board of equalization has adjourned. This restric-
tion does not apply to corrections of errors that are merely clerical or administrative
in nature.

(b) The board shall determine whether the taxable property in the town or
city has been properly placed on the list and properly valued by the assessor. If
real or personal property has been omitted, the board shall place it on the list
with its market value, and correct the assessment so that each tract or lot of real
property, and each article, parcel, or class of personal property, is entered on the
assessment list at its market value. No assessment of the property of any person
may be raised unless the person has been duly notified of the intent of the board
to do s0. On application of any person feeling aggrieved, the board shall review
the assessment or classification, or both, and correct it as appears just.

(c) A local board of review may reduce assessments upon petition of the
taxpayer but the total reductions must not reduce the aggregate assessment made
by the county assessor by more than one percent. If the total reductions would
lower the aggregate assessments made by the county assessor by more than one
percent, none of the adjustments may be made. The assessor shall correct any
clerical errors or double assessments discovered by the board of review without
regard to the one percent limitation.

(d) A majority of the members may act at the meeting, and adjourn from
day to day until they finish hearing the cases presented. The assessor shall
attend, with the assessment books and papers, and take part in the proceedings,
but must not vote. The county assessor, or an assistant delegated by the county

. assessor shall attend the meetings. The board shall list separately, on a form
appended to the assessment book, all omitted property added to the list by the
board and all items of property increased or decreased, with the market value of
each item of property, added or changed by the board, placed opposite the item.
The county assessor shall enter all changes made by the board in the assessment
book.

(e) If a person fails to appear in person, by counsel, or by written communi-
cation before the board after being duly notified of the board’s intent to raise the
assessment of the property, or if a person feeling aggrieved by an assessment or
classification fails to apply for a review of the assessment or classification, the
person may not appear before the county board of equalization for a review of
the assessment or classification. This paragraph does not apply if an assessment
was made after the board meeting, as provided in section 273.01, or if the
person can establish not having received notice of market value at least five days
before the local board of review meeting.

(f) The board of review or the board of equalization must complete its work
and adjourn within 20 days from the time of convening stated in the notice of
the clerk, unless a longer period is approved by the commissioner of revenue.
No action taken after that date is valid. All complaints about an assessment or
classification made after the meeting of the board must be heard and determined
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by the county board of equalization. A nonresident may, at any time, before the
meeting of the board of review file written objections to an assessment or
classification with the county assessor. The objections must be presented to the
board of review at its meeting by the county assessor for its consideration.

Sec. 9. COUNTY ASSESSORS; SENIOR ACCREDITATION.

Notwithstanding Minnesota Statutes, section 273.061, the commissioner of
revenue’s approval on January 1, 1989, of appointments of assessors who are

der of the four-year term.
Sec. 10. APPROPRIATION.

There is appropriated to the state board of assessors from the general fund

section 2.
Sec. 11. EFFECTIVE DATE,

Section 1 is effective the day after final enactment,

ARTICLE 8
HUMAN SERVICES PROGRAMS

Section 1. Minnesota Statutes 1987 Supplement, section 256.01, subdivi-
sion 2, is amended to read:

Subd. 2. SPECIFIC POWERS. Subject to the provisions of section 241.021,
subdivision 2, the commissioner of human services shall:

(1) Administer and supervise all forms of public assistance provided for by
state law and other welfare activities or services as are vested in the commis-
sioner. Administration and supervision of human services activities or services
includes, but is not limited to, assuring timely and accurate distribution of
benefits, completeness of service, and quality program management. In addition
to administering and supervising human services activities vested by law in the

(a) require local agency participation in training and technical assistance
programs to promote compliance with statutes, rules, federal laws, regulations

and policies governing human services;

(b) monitor, on an ongoing basis, the performance of local agencies in the
operation and administration of human services, enforce compliance with stat-

New language is indicated by underline, deletions by stsileeount.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



1921 LAWS of MINNESOTA for 1988 Ch. 719, Art. 8

utes, rules, federal laws, regulations, and policies governing welfare services and
promote excellence of administration and program operation;

(c) develop a quality control program or other monitoring program to review
county performance and accuracy of benefit determinations;

(d) require local apencies to make an adjustment to the public assistance
benefits issued to any individual consistent with federal law and regulation and

benefits and administrative reimbursement according to the procedures set forth
in section 256.016; and

(f) make contracts with and grants to public and private agencies and orga-
nizations, both profit and nonprofit, and individuals, using appropriated funds.

(2) Inform local agencies, on a timely basis, of changes in statute, rule,
federal law, regulation, and policy necessary to local agency administration of

the programs.

" (3) Administer and supervise all child welfare activities; promote the enforce-
ment of laws protecting handicapped, dependent, neglected and delinquent chil-
dren, and children born to mothers who were not married to the children’s
fathers at the times of the conception nor at the births of the children; license
and supervise child-caring and child-placing agencies and institutions; supervise
the care of children in boarding and foster homes or in private institutions; and
generally perform all functions relating to the field of child welfare now vested in
the state board of control.

) (4) Administer and supervise all noninstitutional service to handicapped
persons, including those who are visually impaired, hearing impaired, or physi-
cally impaired or otherwise handicapped. The commissioner may provide and
contract for the care and treatment of qualified indigent children in facilities
other than those located and available at state hospitals when it is not feasible to
provide the service in state hospitals.

) (5) Assist and.actively cooperate with other departments, agencies and
institutions, local, state, and federal, by performing services in conformity with
the purposes of Laws 1939, chapter 431.

€3) (6) Act as the agent of and cooperate with the federal government in
matters of mutual concern relative to and in conformity with the provisions of
Laws 1939, chapter 431, including the administration of any federal funds granted
to the state to aid in the performance of any functions of the commissioner as
specified in Laws 1939, chapter 431, and including the promulgation of rules
making uniformly available medical care benefits to all recipients of public
assistance, at such times as the federal government increases its participation in
assistance expenditures for medical care to recipients of public assistance, the
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cost thereof to be borne in the same proportion as are grants of aid to said
recipients.

€6) (7) Establish and maintain any administrative units reasonably necessary
for the performance of administrative functions common to all divisions of the
department.

) Admint and ise eny additionst welf vities and .
as are yested by law in the depariment:

(8) The commissioner is designated as guardian of both the estate and the
person of all the wards of the state of Minnesota, whether by operation of law or
by an order of court, without any further act or proceeding whatever, except as
to persons committed as mentally retarded.

(9) Act as coordinating referral and informational center on requests for
service for newly arrived immigrants coming to Minnesota.

(10) The specific enumeration of powers and duties as hereinabove set forth
shall in no way be construed to be a limitation upon the general transfer of
powers herein contained.

(11) Establish county, regional, or statewide schedules of maximum fees and
charges which may be paid by local agencies for medical, dental, surgical, hospi-
tal, nursing and nursing home care and medicine and medical supplies under all
programs of medical care provided by the state and for congregate living care
under the income maintenance programs.

(12) Have the authority to conduct and administer experimental projects to
test methods and procedures of administering assistance and services to recipi-
ents or potential recipients of public welfare. To carry out such experimental
projects, it is further provided that the commissioner of human services is
authorized to waive the enforcement of existing specific statutory program require-
ments, rules, and standards in one or more counties. The order establishing the
waiver shall provide alternative methods and procedures of administration, shall
not be in conflict with the basic purposes, coverage, or benefits provided by law,
and in no event shall the duration of a project exceed four years. It is further
provided that no order establishing an experimental project as authorized by the
provisions of this section shall become effective until the following conditions
have been met:

(a) The proposed comprehensive plan including estimated project costs and
the proposed order establishing the waiver shall be filed with the secretary of the
senate and chief clerk of the house of representatives at least 60 days prior to its
effective date.

(b) The secretary of health, education, and welfare of the United States has
agreed, for the same project, to waive state plan requirements relative to state-
wide uniformity.
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(c) A comprehensive plan, including estimated project costs, shall be approved
by the legislative advisory commission and filed with the commissioner of admin-

istration.

(13) In accordance with federal requirements establish procedures to be
followed by local welfare boards in creating citizen advisory committees, includ-
ing procedures for selection of committee members.

(14) Allocate federal fiscal disallowances or sanctions which are based on
quality control error rates for the aid to families with dependent children,
medical assistance, or food stamp program in the following manner:

(a) One-half of the total amount of the disallowance shall be borne by the
county boards responsible for administering the programs. For the medical
assistance and AFDC programs, disallowances shall be shared by each county
board in the same proportion as that county’s expenditures for the sanctioned
program are 1o the total of all counties’ expenditures for the AFDC and medical
assistance programs. For the food stamp program, sanctions shall be shared by
each county board, with 50 percent of the sanction being distributed to each
county in the same proportion as that county’s administrative costs for food
stamps are to the total of all food stamp administrative costs for all counties,
and 50 percent of the sanctions being distributed to each county in the same
proportion as that county’s value of food stamp benefits issued are to the total of |
all benefits issued for all counties. Each county shall pay its share of the
disallowance to the state of Minnesota. When a county fails to pay the amount
due hereunder, the commissioner may deduct the amount from reimbursement
otherwise due the county, or the attorney general, upon the request of the
commissioner, may institute civil action to recover the amount due.

(b) Notwithstanding the provisions of paragraph (a), if the disallowance
results from knowing noncompliance by one or more counties with a specific
program instruction, and that knowing noncompliance is a matter of official
county board record, the commissioner may require payment or recover from
the county or counties, in the manner prescribed in paragraph (a), an amount
equal to the portion of the total disallowance which resulted from the noncom-
pliance, and may distribute the balance of the disallowance according to para-

graph (a).

(15) Develop and implement special projects that maximize reimbursements
and result in the recovery of money to the state. For the purpose of recovering
state money, the commissioner may enter into contracts with third parties. Any
recoveries that result from projects or contracts entered into under this para-
graph shall be deposited in the state treasury and credited to a special account
until the balance in the account reaches $400,000. When the balance in the
account exceeds $400,000, the excess shall be transferred and credited to the
general fund. All money in the account is appropriated to the commissioner for
the purposes of this paragraph.

(16) Have the authority to make direct payments to facilities providing
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shelter to women and their children pursuant to section 256D.05, subdivision 3.
Upon the written request of a shelter facility that has been denied payments
under section 256.05, subdivision 3, the commissioner shall review all relevant
evidence and make a determination within 30 days of the request for review
regarding issuance of direct payments to the shelter facility. Failure to act
within 30 days. shall be considered a determination not to issue direct payments.

Sec. 2. [256.017] COMPLIANCE SYSTEM.

Subdivision 1. AUTHORITY AND PURPOSE. The commissioner shall
administer a compliance system for aid to families with dependent children, the
food stamp program, emergency assistance, general assistance, work readiness,
medical assistance, general assistance medical care, emergency gencral assist-
ance, Minnesota supplemental assistance, preadmission screening, and alterna-
tive care grants under the powers and authorities named in section 256.01,
subdivision 2. The purpose of the compliance system is to permit the commis-
sioner to supervise the administration of public assistance programs and to
enforce timely and accurate distribution of benefits, completeness of service and
efficient and effective program management and operations, to increase uniform-
ity and consistency in the administration and delivery of public assistance pro-
grams throughout the state, and to reduce the possibility of sanctions and fiscal
disallowances for noncompliance with federal regulations and state statutes.

The commissioner shall utilize training, technical assistance, and monitor-
ing activities, as specified in section 256.01, subdivision 2, to encourage local
agency compliance with written policies and procedures.’

Subd. 2. DEFINITIONS. The following terms have the meanings given for
the purpose of this section.

(a) “Administrative penalty” means an adjustment against the local agency’s
state and federal benefit and federal administrative reimbursement when the
commissioner determines that the local agency is not in compliance with the
policies and procedures established by the commissioner.

(b) “Quality control case penalty” means an adjustment against the local
agency’s federal administrative reimbursement and state and federal benefit

review that the local agency has made incorrect payments, terminations, or
denials of benefits as determined by state quality control procedures for the aid
to families with dependent children, food stamp, or medical assistance pro-
grams, or any other programs for which the commissioner has developed a
quality control system. Quality control case penalties apply only to agency errors
as defined by state quality control procedures.

(c) “Quality control” means a review system of a statewide random sample
of cases, designed to provide data on the accuracy with which state and federal
policies are being applied in issuing benefits and as a fiscal audit to ensure the
accuracy of expenditures. The quality control system is administered by
the department. For the aid to families with dependent children, food stamp,
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and medical assistance programs, the quality control system is that required by
federal regulation.

Subd, 3. QUALITY CONTROL CASE PENALTY. The department shall

—Y e e e s SO s

administrative reimbursement payment to a county when the commissioner
determines that the county has incorrectly issued benefits or incorrectly denied
or terminated benefits. These cases shall be identified by state quality control
reviews.

Subd. 4. DETERMINING THE AMOUNT OF THE QUALITY CON-
TROL CASE PENALTY. (a) The amount of the quality control case penalty is

other income transfer program for which the commissioner develops a quality
control program,

(b) Payment errors in medical assistance or any other medical services
program for which the department develops a quality control program are sub-
ject to set rate penalties based on the average cost of the specific quality control

institutionalization and as determined from state guality control data in the
preceding fiscal year for the corresponding program.

(c) Errors identified in negative action cases, such as incorrect terminations
or denials of assistance are subject to set rate penalties based on the average

in the preceding fiscal year for the corresponding program,

Subd. 5. ADMINISTRATIVE PENALTIES. The department shall disal-
low or withhold state and federal benefit reimbursement and federal administra-
tive reimbursement from local agencies when the actions performed by the local
agency are pot in compliance with the written policies and procedures estab-
lished by the commissioner. The policies and procedures must be previously
communicated to the local agency. A local agency shall not be penalized for
complying with a written policy or procedure, even if the policy or procedure is
found to be erroneous and is subsequently rescinded by the commissioner.

Subd. 6. DETERMINING THE AMOUNT OF THE ADMINISTRA-
TIVE PENALTY. The amount of the penalty imposed on any local agency is
based on the numbers of public assistance applicants and recipients that may be
affected by the local agency’s failure to comply with the policies and procedures
established by the commissioner, the fiscal impact of the local agency’s action,

Administrative penalties shall be imposed independent of any quality control
case penalties.

Subd. 7. PROCESS AND EXCEPTION. (a)(1) The department shall notify
the local agency in writing of all proposed guality control case penalties.
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(2) The local agency may submit a written exception of the quality control
error claim and proposed penalty. The exception must be submitted to the
commissioner within ten calendar days of the receipt of the penalty notice.

(3) Within 20 calendar days of receipt of the written exception, the commis-
sioner shall sustain, dismiss, or amend the guality control findings and case
penalty and notify the local agency, in writing, of the decision and the amount

of any penaity. The commissioner’s decision is not subject to judicial review.

(b)(1) The department shall notify the local agency in writing of any pro-
_ posed administrative penalty, the date by which the local agency must correct

agency must submit a corrective action plan for compliance.

(2) If the local agency fails to submit a corrective action plan within the

compliance as determined by the department, or if the local agency fails to meet
the commitments in the corrective action plan, the department shall issue the
administrative penalty and notify the local agency in writing.

(3) The local agency may file written exception to the administrative penalty
with the commissioner within 30 days of the receipt of the department’s notice
of issuing the administrative penalty. The local agency must notify the commis-
sioner of its intent to file a written exception within ten days of the delivery of
the department’s notice of the administrative penalty. If the local agency does

exception within the prescribed time periods, the department’s initial decision
shall be final.

(4) The commissioner shall sustain, dismiss, or amend the administrative
penalty findings, and shall issue a written order to the local agency within 30
calendar days after receiving the local agency’s written exception.

Subd. 8. JUDICIAL REVIEW. A local agency that is aggrieved by the

percent of the total benefit expenditures for the income maintenance programs
listed in subdivision 1, for that county, whichever is the lesser amount, may

appeal the order to the court of appeals by serving a written copy of a notice of

appeal upon the commissioner within 30 days after the date the commissioner
issued the administrative penalty order, and by filing the original notice and
proof of service with the court administrator of the court of appeals. Service
may be made personally or by mail. Service by mail is complete upon mailing,
The record of review shall consist of the advance notice of the administrative

the administrative penalty order, and any other material submitted for the
commissioner’s consideration, and the commissioner’s final written order. The

the local agency have been prejudiced because the decision is: (1) in excess of

New language is indicated by underline, deletions by steileeout.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




1927 LAWS of MINNESOTA for 1988 Ch, 719, Art. 8

the statutory authority or jurisdiction of the agency; (2) unsupported by substan-

or (4) in violation of constitutional provisions.

Subd. 9. TIMING AND DISPOSITION OF PENALTY AND CASE DIS-
ALLOWANCE FUNDS., Quality control case penalty and administrative penal-
ty amounts shall be disallowed or withheld from the next regular reimbursement
made to the county agency for state and federal benefit reimbursements and
federal administrative reimbursements for all programs covered in this section,
according o procedures established in statute, but shall not be imposed sooner
than 30 calendar days from the date of written notice of such penalties. All
penalties must be deposited in the county incentive fund provided in sec-
tion 256.017. All penalties must be imposed according to this provision until a
decision is made regarding the status of a written exception. Penalties must be

decision in their favor.

Subd. 10. COUNTY OBLIGATION TO MAKE BENEFIT PAYMENTS.
Counties subject to fiscal penalties shall not reduce or withhold benefits from

of penalties under this section. County funds shall be used to cover the cost of
any penalties.

Sec. 3. [256.018] COUNTY PUBLIC ASSISTANCE INCENTIVE FUND,

Beginning in 1990, $1,000,000 is appropriated from the general fund to the
department in each fiscal year for awards to counties: (1) that have not been
assessed an administrative penalty under section 256.016 in the corresponding
fiscal year; and (2) that perform satisfactorily according to indicators established
by the commissioner.

After consultation with Jocal agencies, the commissioner shall inform local
agencies in writing of the performance indicators that govern the awarding of
the incentive fund for each fiscal year by April of the preceding fiscal year.

The commissioner may set performance indicators to govern the awarding
of the total fund, may allocate portions of the fund to be awarded by unigue
indicators, or may set a sole indicator to govern the awarding of funds,

The funds shall be awarded to qualifying local agencies according to their

all qualifying local agencies for the programs related to the performance indica-
tors governing the distribution of the fund or part of it.

Sec. 4. Minnesota Statutes 1986, section 256.72, is amended to read:
256.72 DUTIES OF COUNTY AGENCIES.

The county agencies shall;
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(1) Administer the provisions of sections 256.72 to 256.87 in the respective
counties subject to the rules prescribed by the state agency pursuant to the
provisions of those sections and to the supervision of the commissioner of
human services specified jn section 256.01;

(2) Report to the state agency at such times and in such manner and form as
the state agency may from time to time direct; and

(3) Submit quarterly and annually to the county board of commissioners a
budget containing an estimate and supporting data setting forth the amount of
money needed to carry out the provisions of those sections.

(4) In addition to providing financial assistance, provide such services as
will help to maintain and strengthen family life and promote the support and
personal independence of parents and relatives insofar as such help is consistent
with continuing parental care and protection.

Sec. 5. Minnesota Statutes 1986, section 256.81, is amended to read:

256.81 COUNTY AGENCY, DUTIES.

(1) The county agency shall keep such records, accounts, and statistics in
relation to aid to families with dependent children as the state agency shall
prescribe. .

(2) Each grant of aid to families with dependent children shall be paid to
the recipient by the county agency except in those instances in which the county
agency subject to the rules of the state agency determines that payments for care
shall be made to an individual other than the parent or relative with whom the
dependent child is living or to vendors of goods and services for the benefit of
the child because such parent or relative is unable to properly manage the funds
in the best interests and welfare of the child.

(3) The county shall be paid from state and federal funds available therefor
the amount provided for in section 256.82.

(4) Federal funds available for administrative purposes shall be distributed
between the state and the counties in the same proportion that expenditures
were made except as provided for in section 256.016.

Sec. 6. Minnesota Statutes 1986, section 256.82, subdivision 1, is amended
to read:

Subdivision 1. MONTHLY PAYMENTS. For the period from January 1
to June 30, based upon estimates submitted by the county agency to the state
agency, which shall state the estimated required expenditures for the succeeding
month, upon the direction of the state agency payment shall be made monthly in
advance by the state to the counties of all federal funds available for that
purpose for such succeeding month, together with an amount of state funds
equal to 70 85 percent of the difference between the total estimated cost and the
federal funds so available for payments made efter Deeember 3+ 1979 and
before January +; 1981; and 85 percent of the difference for payments made
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after Deeember 34; 1980 except as provided for in section 256.016. Adjustment
of any overestimate or underestimate made by any county shall be made upon
the direction of the state agency in any succeeding month. Subsequent to July 1
of each year, the state agency shall reimburse the county agency for the funds

xpended during the January 1to June 30 period except as provided for in

estimates submltted Qz the county age: gency to the state agency, which shall state
the estimated required expenditures for the succeeding month, upon the direc-
tion of the state agency, payment shall be made monthly in advance by the state
to the counties of all state and federal funds available for that purpose for the

succeeding month except as provided for in section 256 016. Payment shall be

subdivision, Adjustment of any y overestimate or underestimate made by any
county shall be made upon the direction of the state agency in any succeeding
month. Effective January 1, 1989, the state rate of participation shall be deter-

mined as a percentage that equals the difference between 100 percent and the
percentage rate of federal financial participation.

Sec. 7. Minnesota Statutes 1986, section 256.863, is amended to read:
256.863 RECOVERY OF MONEYS; APPORTIONMENT.

When any amount shall be recovered from any source for assistance fur-
nished under the provisions of sections 256.72 to 256.87, except as provided in
sections 256.018 and 256.98, subdivision 7, there shall be paid to the United
States the amount which shall be due under the terms of the Social Security Act
and the balance thereof shall be paid into the treasury of the state or county
substantially in the proportion in which they have respectively contributed toward
the total assistance paid. TFhe ameount due the respeetive participating units of
government shall be determined by rule adopted by the commissioner of human
serviees pursuant to & formula of reimbursement preseribed or authorized by the
federal Seeial Seecurity Administration:

Sec. 8. Minnesota Statutes 1986, section 256.871, subdivision 6, is amended
to read:

Subd. 6. ESTIMATED EXPENDITURES; PAYMENTS. The county agency
shall submit to the state agency an estimate of expenditures for each succeeding
month in such form as required by the state agency. For the period from
January 1 to June 30, payment shall be made monthly in advance by the state
agency to the counties, of federal funds available for that purpose for each
succeeding month, together with an amount of state funds equal to ten percent
of the difference between the total estimated cost and the federal funds so
available, except as provided for in section 256.016. Subsequent to July 1 of
each year the state agency shall reimburse the county agency for the funds
expended during the January 1 to June 30 period, except as provided for in
section 256.016. For the period from July 1 to December 31, payment shall be
made monthly in advance by the state agency to the counties, of all state and
federal funds available for that purpose for the succeeding month, except as
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provided for in section 256.016. Payment shall be made on the basis of federal

and state participation rates described in this subdivision. Effective January 1,

equals the difference between 100 percent and the percentage rate of federal
financial participation. Adjustment of any overestimate or underestimate made
by any county shall be made upon the direction of the state agency in any
succeeding month.

Sec. 9. Minnesota Statutes 1986, section 256.935, subdivision 1, is amended
to read:

Subdivision 1. On the death of any person receiving public assistance
through aid to dependent children, the county agency shall pay an amount for
funeral expenses not exceeding $370 and actual cemetery charges. No funeral
expenses shall be paid if the estate of the deceased is sufficient to pay such
expenses or if the children, or spouse, who were legally responsible for the
support of the deceased while living, are able to pay such expenses; provided,
that the additional payment or donation of the cost of cemetery lot, interment,
religious service, or for the transportation of the body into or out of the commu-
nity in which the deceased resided, shall not limit payment by the county agency
as herein authorized. Freedom of choice in the selection of a funeral director
shall be granted to persons lawfully authorized to make arrangements for the
burial of any such deceased recipient. In determining the sufficiency of such
estate, due regard shall be had for the nature and marketability of the assets of
the estate. The county agency may grant funeral expenses where the sale would
cause undue loss to the estate. Any amount paid for funeral expenses shall be a
prior claim against the estate, as provided in section 524.3-805, and any amount
recovered shall be reimbursed to the agency which paid the expenses. For the
period from January 1 to June 30, the state shall reimburse the county for 50
percent of any payments made for funeral expenses except as provided for in
section 256.016. Subsequent to July 1 of each year, the state agency shall
reimburse the county agency for the funds expended during the January 1 to
June 30 period. For the period from July 1 to December 31, the state shall
reimburse the county for 100 percent of any payments made for funeral expenses
except as provided for in section 256.016.

Sec. 10. Minnesota Statutes 1986, section 256.991, is amended to read:
256.991 RULES.

The commissioner of human services may promulgate emergency and per-
manent rules as necessary to implement sections 256.01, subdivision 2; 256.82,
subdivision 3; 256.966, subdivision 1; 256.968; 256D.03, subdivisions 3; 4, 6,
and 7; and 261.23. The commissioner shall promulgate emergency and perma-
nent tules to establish standards and criteria for deciding which medical assist-
ance services require prior authorization and for deciding whether a second
medical opinion is required for an elective surgery. The commissioner shall
promulgate permanent and emergency rules as necessary to establish the meth-
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ods and standards for determining inappropriate utilization of medical assistance
services.

The commissioner of human services shall adopt emergency rules which
meet the requirements of sections 14.29 to 14.36 for the medical assistance
demonstration project. Notwithstanding the provisions of section 14.35, the
emergency rules promulgated to implement section 256B.69 shall be effective for
360 days and may be continued in effect for an additional 900 days if the
commissioner gives notice by publishing a notice in the state register and mail-
ing notice to all persons registered with the commissioner to receive notice of
rulemaking proceedings in connection with the project. The emergency rules
shall not be effective beyond December 31, 1986, without meeting the require-
ments of sections 14.13 to 14.20.

Sec. 11. Minnesota Statutes 1986, section 256B.041, subdivision 5, is
amended to read:

Subd. 5. PAYMENT BY COUNTY TO STATE TREASURER. If required
by federal law or rules promulgated thereunder, or by authorized rule of the
state agency, each county shall pay to the state treasurer the portion of medical
assistance paid by the state for which it is responsible. Fhe eounty’s share of
eost shall be ten percent of that portion net met by federal funds: Effective
age that equals the difference between 100 percent and the percentage rate of
federal financial participation.

For the period from January 1 to June 30, the county shall advance its
pertien ten percent of that portion of medical assistance costs not met by federal
funds, based upon estimates submitted by the state agency to the county agency,
stating the estimated expenditures for the succeeding month. Upon the direc-
tion of the county agency, payment shall be made monthly by the county to the
state for the estimated expenditures for each month. Adjustment of any overes-
timate or underestimate based on actual expenditures shall be made by the state
agency by adjusting the estimate for any succeeding month. Subsequent to July
1 of each year, the state agency shall reimburse the county agency for the funds
expended during the January 1 to June 30 period, except as provided for in
section 256.016. For the period from July 1 to December 31, payments will be
made by the state agency, except as provided for in section 256.016, and the

Sec. 12. Minnesota Statutes 1986, section 256B.041, subdivision 7, is
amended to read:

Subd., 7. Federal funds available for administrative purposes shall be dis-
tributed between the state and the county on the same basis that reimburse-
ments are earned, except as provided for under section 256.016.

Sec. 13. Minnesota Statutes 1986, section 256B.035, subdivision 1, is amended
to read:
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Subdivision 1. The county agencies shall administer medical assistance in
their respective counties under the supervision of the state agency and the
commissioner of human services as specified in section 256.01, and shall make
such reports, prepare such statistics, and keep such records and accounts in
relation to medical assistance as the state agency may require.

Sec. 14. Minnesota Statutes 1987 Supplement, section 256B.091, subdivi-
sion 8, is amended to read:

Subd. 8. ALTERNATIVE CARE GRANTS. The commissioner shall pro-
vide grants to counties participating in the program to pay costs of providing
alternative care to individuals screened under subdivision 4 and nursing home
or boarding care home residents who request a screening. Prior to July of each
year, the commissioner shall allocate state funds available for alternative care
grants to each local agency. This allocation must be made as follows: half of the
state funds available for alternative care grants must be allocated to each county
according to the total number of adults in that county who are recipients age 65
or older who are reported to the department by March 1 of each state fiscal year
and half of the state funds available for alternative care grants must be allocated
to a county according to that county’s number of Medicare enrollments age 65
or older for the most recent statistical report. Payment is available under this
subdivision only for individuals (1) for whom the screening team would recom-
mend nursing home or boarding care home admission, or continued stay if
alternative care were not available; (2) who are receiving medical assistance or
who would be eligible for medical assistance within 180 days of admission to a
nursing home; (3) who need services that are not available at that time in the
county through other public assistance; and (4) who are age 65 or older.

The commissioner shall establish by rule, in accordance with chapter 14,
procedures for determining grant reallocations, limits on the rates for payment
of approved services, including screenings, and submittal and approval of a
biennial county plan for the administration of the preadmission screening and
alternative care grants program. Grants may be used for payment of costs of
providing care-related supplies, equipment, and services such as, but not limited
to, foster care for elderly persons, day care whether or not offered through a
nursing home, nutritional counseling, or medical social services, which services
are provided by a licensed health care provider, a home health service eligible
for reimbursement under Titles XVIII and XIX of the federal Social Security
Act, or by persons employed by or contracted with by the county board or the
local welfare agency. The county agency shall ensure that a plan of care is
established for each individual in accordance with subdivision 3, clause (e)(2),
and that a client’s service needs and eligibility is reassessed at least every six
months. The plan shall include any services prescribed by the individual’s
attending physician as necessary and follow up services as necessary. The
county agency shall provide documentation to the commissioner verifying that
the individual’s alternative care is not available at that time through any other
public assistance or service program and shall provide documentation in each
individual's plan of care and to the commissioner that the most cost-effective
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alternatives available have been offered to the individual and that the individual
was free to choose among available qualified providers, both public and private.
The county agency shall document to the commissioner that the agency made
reasonable efforts to inform potential providers of the anticipated need for
services under the alternative care grants program, including a minimum of 14
days written advance notice of the opportunity to be selected as a service
provider and an annual public meeting with providers to explain and review the
criteria for selection, and that the agency allowed potential providers an oppor-
tunity to be selected to contract with the county board. Grants to counties
under this subdivision are subject to audit by the commissioner for fiscal and
utilization control.,

The county must select providers for contracts or agreements using the
following criteria and other criteria established by the county:

(1) the need for the particular services offered by the provider;

(2) the population to be served, including the number of clients, the length
of time services will be provided, and the medical condition of clients;

(3) the geographic area to be served;

(4) quality assurance methods, including appropriate licensure, certification,
or standards, and supervision of employees when needed;

(5) rates for each service and unit of service exclusive of county administra-
tive costs;

(6) evaluation of services previously delivered by the provider; and

(7) contract or agreement conditions, including billing requirements, cancel-
lation, and indemnification,

The county must evaluate its own agenC}; services under the criteria established
for other providers. The county shall provide a written statement of the reasons
for not selecting providers.

The commissioner shall establish a sliding fee schedule for requiring pay-
ment for the cost of providing services under this subdivision to persons who
are eligible for the services but who are not yet eligible for medical assistance.
The sliding fee schedule is not subject to chapter 14 but the commissioner shall
publish the schedule and any later changes in the State Register and allow a
period of 20 working days from the publication date for interested persons to
comment before adopting the sliding fee schedule in final forms.

The commissioner shall apply for a waiver for federal financial participation
to expand the availability of services under this subdivision. The commissioner
shall provide grants to counties from the nonfederal share, unless the commis-
sioner obtains a federal waiver for medical assistance payments, of medical
assistance appropriations. A county agency may use grant money to supplement
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but not supplant services available through other public assistance or service
programs and shall not use grant money to establish new programs for which
public money is available through sources other than grants provided under this
subdivision. A county agency shall not use grant money to provide care under
this subdivision to an individual if the anticipated cost of providing this care
would exceed the average payment, as determined by the commissioner, for the
level of care that the recipient would receive if placed in a nursing home or
boarding care home. For the period from January 1 to June 30, the nonfederal
share may be used to pay up to 90 percent of the start-up and service delivery
costs of providing care under this subdivision. Each county agency that receives
a grant shall pay ten percent of the costs for persons who are eligible for the
services but who are not yet eligible for medical assistance. Subsequent to July
1 of each year, the state agency shall reimburse the county agency for the funds
expended during the January 1 to June 30 period, except as provided for in
section 256.016. For the period from July 1 to December 31, the nonfederal
share may be used to pay up to 100 percent of the start-up and service delivery
costs of providing care under this subdivision.

The commissioner shall promulgate emergency rules in accordance with
sections 14.29 to 14.36, to establish required documentation and reporting of
care delivered.

Sec. 15. Minnesota Statutes 1987 Supplement, section 256B.15, is amended
to read:

256B.15 CLAIMS AGAINST ESTATES.

If a person receives any medical assistance hereunder, on the person’s death,
if single, or on the death of the survivor of a married couple, either or both of
whom received medical assistance, and only when there is no surviving child
who is under 21 or is blind or totally disabled, the total amount paid for medical
assistance rendered for the person and spouse, after age 65, without interest,
shall be filed as a claim against the estate of the person or the estate of the
surviving spouse in the court having jurisdiction to probate the estate. A claim
against the estate of a surviving spouse who did not receive medical assistance,
for medical assistance rendered for the predeceased spouse, is limited to the
value of the assets of the estate that were marital property or jointly-owned
property at any time during the marriage. The claim shall be considered an
expense of the last illness of the decedent for the purpose of section 524.3-805.
Any statute of limitations that purports to limit any county agency or the state
agency, or both, to recover for medical assistance granted hereunder shall not
apply to any claim made hereunder for reimbursement for any medical assist-
ance granted hereunder. Counties may retain are entitled to one-half of the
nonfederal share of medical assistance collections from estates that are directly
attributable to county effort.

Sec. 16. Minnesota Statutes 1987 Supplement, section 256B.19, subdivi-
sion 1, is amended to read:
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Subdivision 1. DIVISION OF COST. The cost of medical assistance paid
by each county of financial responsibility shall be borne as follows: For the
period from January 1 to June 30, payments shall be made by the state to the
county for that portion of medical assistance paid by the federal government
and the state on or before the 20th day of each month for the succeeding month
upon requisition from the county showing the amount required for the succeed-
ing month. Ninety percent of the expense of assistance not paid by federal
funds available for that purpose shall be paid by the state and ten percent shall )
be paid by the county of financial responsibility, except as provided for in
section 256.016.

For the period from January 1 to June 30, for counties that participate in a
Medicaid demonstration project under sections 256B.69 and 256B.71, the divi-
sion of the nonfederal share of medical assistance expenses for payments made
to prepaid health plans or for payments made to health maintenance organiza-
tions in the form of prepaid capitation payments, this division of medical
assistance expenses shall be 95 percent by the state and five percent by the
county of financial responsibility. Subsequent to July 1 of each year, the state
agency shall reimburse the county agency for the funds expended during the
January 1 to June 30 period, except as provided for in section 256.016.

For the period from July 1 to December 31, except as provided for in
section 256.016, payments shall be made by the state to the county for that

—— e e

be paid by the state.

In counties where prepaid health plans are under contract to the commis-
sioner to provide services to medical assistance recipients, the cost of court
ordered treatment ordered without consulting the prepaid health plan that does
not include diagnostic evaluation, recommendation, and referral for treatment
by the prepaid health plan is the responsibility of the county of financial respon-
sibility.

Sec. 17. Minnesota Statutes 1986, section 256B.19, subdivision 2, is amended
to read:

Subd. 2. Federal funds available for administrative purposes shall be dis-
tributed between the state and the county in the same proportion that expendi-
tures were made, except as provided for in section 256.016.

Sec. 18. Minnesota Statutes 1987 Supplement, section 256D.03, subdivision
2, is amended to read:

Subd. 2. After Peeember 34; 1980; For the period from January 1 to June
30, state aid shall be paid to local agencies for 75 percent of all general assist-
ance and work readiness grants up to the standards of sections 256D.01, subdi-
vision la, and 256D.051, and according to procedures established by the com-
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missioner, except as provided for under section 256.016. Subsequent to July 1 of
each year, the state agency shall reimburse the county agency for the funds
expended during the January 1 to June 30 period, except as provided for in
section 256.016.

For the period from July 1 to December 31, state aid shall be paid to local
agencies for 75 100 percent of all general assistance and work readiness grants
up to the standards of seetien sections 256D.01, subdivision 1a, and 256D.051,
and according to procedures established by the commissioner, except as provid-
ed for under section 256.016 and except that, after December 31, $98+ 1988,
state aid is reduced to 65 percent of all general assistance grants if the local
agency does not make occupational or vocational literacy training available and
accessible to recipients who are eligible for assistance under section 256D.05,
subdivision 1, paragraph (a), clause (15).

After December 31, 4986 1988, state aid must be paid to local agencies for
65 percent of work readiness assistance paid under section 256D.051 if the
_county does not have an approved and operating community investment pro-
gram.

Any local agency may, from its own resources, make payments of general
assistance: (a) at a standard higher than that established by the commissioner
without reference to the standards of section 256D.01, subdivision 1; or, (b) to
persons not meeting the eligibility standards set forth in section 256D.05, subdi-
vision 1, but for whom the aid would further the purposes established in the
general assistance program in accordance with rules promulgated by the com-
missioner pursuant to the administrative procedure act.

Sec. 19. Minnesota Statutes 1986, section 256D.03, subdivision 6, is amended
to read:

Subd. 6. DIVISION OF COSTS. The state shall pay 98 100 percent of the
cost of general assistance medical care paid by the loeal ageney or ecounty
pursuant to this section, in accordance with sections 256B.041, subdivision 3,
and 256B.19, subdivision 1, except as provided for in section 256.016. In
counties where prepaid health plans are under contract to the commissioner to
provide services to general assistance medical care recipients, the cost of court
ordered treatment that does not include diagnostic evaluation, recommendation,
or referral for treatment by the prepaid health plan is the responsibility of the
county of financial responsibility.

Sec. 20. Minnesota Statutes 1986, section 256D.04, is amended to read:
256D.04 DUTIES OF THE COMMISSIONER.
In addition to any other duties imposed by law, the commissioner shall:

(1) Supervise according to section 256.01 the administration of general
assistance and general assistance medical care by local agencies as provided in
sections 256D.01 to 256D.21;
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(2) Promulgate uniform rules consistent with law for carrying out and enforc-
ing the provisions of sections 256D.01 to 256D.21 to the end that general
assistance may be administered as uniformly as possible throughout the state;
rules shall be furnished immediately to all local agencies and other interested
persons; in promulgating rules, the provisions of sections 14.01 to 14.70, shall

apply;

(3) Allocate moneys appropriated for general assistance and general assist-
ance medical care to local agencies as provided in section 256D.03, subdivisions
2 and 3;

(4) Accept and supervise the disbursement of any funds that may be provid-
ed by the federal government or from other sources for use in this state for
general assistance and general assistance medical care;

(5) Cooperate with other agencies including any agency of the United States
or of another state in all matters concerning the powers and duties of the
commissioner under sections 256D.01 to 256D.21;

(6) Cooperate to the fullest extent with other public agencies empowered by
law to provide vocational training, rehabilitation, or similar services; and

(7) Gather and study current information and report at least annually to the
governor and legislature on the nature and need for general assistance and
general-assistance medical care, the amounts expended under the supervision of
each local agency, and the activities of each local agency and publish such
reports for the information of the public.

Sec. 21. Minnesota Statutes 1986, section 256DD.36, subdivision 1, is amended
to read:

Subdivision 1. Commencing January 1, 1974, the commissioner shall certi-
fy to each local agency the names of all county residents who were eligible for
and did receive aid during December, 1973 pursuant to a categorical aid pro-
gram of old age assistance, aid to the blind, or aid to the disabled. From and
after Janvary 1; 1980; until January 45 1984 For the period from January 1 to
June 30, the state shall pay 70 85 percent and the county shall pay 36 15 percent
of the supplemental aid calculated for each county resident certified under this
section who is an applicant for or recipient of supplemental security income,
except as provided for in section 256.016. After Peeember 315 1980; the state
shell pay 85 pereent and the eounty shall pay 15 pereent of the aid: Subsequent
to July 1 of each year, the state agency shall reimburse the county agency for the
funds expended during the January 1 to June 30 period, except as provided for

shall pay 100 percent of the supplemental aid calculated for each county resident
certified under this section who is an applicant for or recipient of supplemental
security income, except as provided for in section 256.016. The amount of
supplemental aid for each individual eligible under this section shall be calcu-
lated pursuant to the formula prescribed in title II, section 212 (a) (3) of Public
Law Number 93-66, as amended.
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Sec. 22. Minnesota Statutes 1987 Supplement, section 256G.01, subdivi- .
sion 3, is amended to read: ’

Subd. 3. PROGRAM COVERAGE. This chapter applies to all programs ‘
administered by the commissioner in which residence is the determining factor
in establishing financial responsibility. These include, but are not limited to: aid ‘
eral assistanee medienl eare; Minneseta supplemental aid: commitment proceed-
ings, including voluntary admissions; poor relief funded wholly through local l
agencies; and social services, including title XX, IV-E and other components of
the community social services act, sections 256E.01 to 256E.12. It also applies

administered by the commissioner.

Sec. 23. Minnesota Statutes 1987 Supplement, section 256G.02, subdivi-
sion 4, is amended to read:

Subd. 4. COUNTY OF FINANCIAL RESPONSIBILITY. (a) “County of
financial responsibility” has the meanings in paragraphs (b) to €& (e).

(b) For an applicant who resides in the state and is not in a facility described
in subdivision 5, it means the county in which the applicant resides at the time
of application.

(c) For an applicant who resides in a facility described in subdivision 5, it
means the county in which the applicant last resided in nonexcluded status
immediately before entering the facility.

(d) For an applicant who has not resided in this state for any time other
than the excluded time, it means the county in which the applicant resides at the
time of making application.

(e) For medieal assistance purposes only; and for an infant who has resided
only in an excluded time faeility; it menns the county that would heve beer
birth mether; at the time of applieation: )

5 Netwithstanding paragraphs (b) to (d); the eounty of finaneial responsi-
bility for medieal assistanee reeipients is the eounty from which a reeipient is
Feceiving @ maintenanee grant of money payment under the program of aid to
Cornilios with d . hildren oF Mi . 1 aid:

{2) Notwithstanding paragraphs (b) o (D; the eounty of finaneinl respensibil-
ity for soeial services for a person receiving aid to families with dependent
or Minnesota supplemental aid is the county from which that person is receiving
the aid or assistanee: If more than one named program is open concurrently,
financial responsibility for social services attaches to the program that has the
earliest date of application and has been open without interruption.
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@& () Notwithstanding paragraphs (b) to €¢) (e}, the county of financial
responsibility for semi-independent living services provided under section 252.275,
and Minnesota Rules, parts 9525.0500 to 9525.0660, is the county of residence

in nonexcluded status immediately before the placement into or request for
those services.

Sec. 24. Minnesota Statutes 1987 Supplement, section 256G.04, subdivi-
sion 1, is amended to read:

Subdivision 1. TIME OF DETERMINATION. For purposes of establish-
ing financial responsibility, residence must be determined as of the date a local
agency receives a signed request or signed application or the date of eligibility,
whichever is later. This subdivision extends to cases in which the applicant may
move to another county after the date of application but before the grant or
service is actually approved. :

Sec. 25. Minnesota Statutes 1987 Supplement, section 256G.05, is amended
to read:

256G.05 RESRONSIBH-IFY. FOR FMERGENCIES:

Subdivisien 1= -RESIDENCE NOT A FEST: In situations involving emer-
geneies verified by a local ageney; finaneial responsibility for aid to families with
with the eounty in which an etherwise eligible person is physieally present when
the appleation is filed: The county of residence is not ebligated to reimburse:
Fineneial responsibility is limited to 30 days unless otherwise speeified in the
eontext of the affected program:

Subd: 2z NON-MINNESOTA RESIDENTS.

State residence is not required for receiving emergency assistance in the
general assistance and Minnesota supplemental aid programs only. The receipt
of emergency assistance must not be used as a factor in determining county or
state residence.

Sec. 26. Minnesota Statutes 1987 Supplement, section 256G.07, is amended
to read:

256G.07 MOVING TO ANOTHER COUNTY,

Subdivision 1. EFFECT OF MOVING. Except as provided in subdivision
4, a person who has applied for and is receiving assistanee services under a
program governed by this chapter, in any county in this state, and who moves to
another county in this state, is entitled to continue to receive that assistance
from the county from which that person has moved until that person has resided
in nonexcluded status for two full calendar months in the county to which that ‘
person has moved. |

For purposes of general assistance and general assistanee medieal eare; this
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Subd. 2. TRANSFER OF RECORDS. Before the person has resided in
nonexcluded status for two calendar months; er ene ealendar month in the ease
of general assistance or general assistanee medieal eare; in the county to which
that person has moved, the local agency of the county from which the person has
moved shall transfer all necessary records relating to that person to the local
agency of the county to which the person has moved.

Subd. 3. CONTINUATION OF CASE. When the case is terminated for 30
days or less before the recipient reapplies, that case remains the financial respon-
sibility of the county from which the recipient moved until the residence require-
ment in subdivision 1 is met.

Subd. 4. MUELFIRLE FINANCIAL RESPONSIBHIT: Whesn more than
one eounty beeomes financially responsible for a ease invelving a single assist
anee unit; under & program eovered by this chapter; that ease must be immedi~
ately reconsidered by the affected loeal ageneies: Beginning with the first day of
the ealendar month after that reconsideration; finaneial responsibility for the
entire assistanee unit belongs to the county that was initially respensible for the
program with the earliest date of applieation:

Subd: 5 SOCIAL SERVICE PROVISION. The types and level of social
services to be provided in any case governed by this chapter are those otherwise
provided in the county in which the person is physically residing at the time
those services are provided.

Sec. 27. Minnesota Statutes 1987 Supplement, section 256G.10, is amended
to read:

256G.10 DERIVATIVE SETTLEMENT ELIMINATED.

Exeept as deseribed in seetion 256G-02; subdivision 4; paragraph (d); Resi-
dence under this chapter must be determined independently for each applicant.
The residence of the parent or guardian does not determine the residence of the
child or ward. Physical or legal custody has no bearing on residence determina-
tions. This section does not, however, apply to situations involving another
state or limit the application of an interstate compact.

Sec. 28. Minnesota Statutes 1987 Supplement, section 256G.11, is amended
to read:

256G.11 NO RETROACTIVE EFFECT.

This chapter is rot retroaetive and does not require the retroactive redeter-
mination of financial responsibility for cases existing on January 1, 1988. This
chapter applies only to applications and redeterminations of eligibility taken or
routinely made after January 1, 1988.
enses for those programs outlined in seetien 256G:02; subdivisien 4; paragraph
2); for which an applieation 15 taken of & redetermination i9 meade after Janu-
ary - 1988
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Sec. 29. [256.019] RECOVERY OF MONEY; APPORTIONMENT.

When an amount is recovered from any source for assistance given under
the provisions governing public assistance programs including aid to families
with dependent children, emergency assistance, general assistance, work readi-
ness, and Minnesota supplemental aid, there shall be paid to the United States
the amount due under the terms of the Social Security Act and the balance must
be paid into the treasury of the state or county in accordance with current rates
of financial participation; except if the recovery is directly attributable to county
effort, the county may keep one-half of the nonfederal share of the recovery.
This does not apply to recoveries from medical providers or to recoveries begun
by the department of human services’ surveillance and utilization review divi-
sion, state hospital collections unit, and the benefit recoveries division or, by the

S e e ——

attorney general’s office, or child support collections.

Sec. 30. Minnesota Statutes 1986, section 393.07, subdivision 2, is amended
to read:

Subd. 2. ADMINISTRATION OF PUBLIC WELFARE., The county wel-
fare board, subject to the supervision of the commissioner of human services,
shall administer all forms of public welfare, both for children and adults, respon-
sibility for which now or hereafter may be imposed on the commissioner of
human services by law, including general assistance, aid to dependent children,
county supplementation, if any, or state aid to recipients of supplemental securi-
ty income for aged, blind and disabled, child welfare services, mental health
services, and other public assistance or public welfare services, provided that the
county welfare board shall not employ public health nursing or home health
service personnel other than homemaker-home help aides, but shall contract for
or purchase the necessary services from existing community agencies. The
duties of the county welfare board shall be performed in accordance with the
standards and rules which may be promulgated by the commissioner of human
services to achieve the purposes intended by law and in order to comply with
the requirements of the federal Social Security Act in respect to public assistance
and child welfare services, so that the state may qualify for grants-in-aid availa-
ble under that act. To avoid administrative penalties under section 256.016, the
county welfare board must comply with (1) policies established by state law and
(2) instructions from the commissioner relating (i) to public assistance program

to local agency program operations. The commissioner may enforce county
welfare board compliance with the instructions, and may delay, withhold, or

" administrative reimbursement, according to the provisions under section 256.016.
The county welfare board shall supervise wards of the commissioner and, when
so designated, act as agent of the commissioner of human services in the place-
ment of the commissioner’s wards in adoptive homes or in other foster care
facilities. The county welfare board may contract with a bank or other financial
institution to provide services associated with the processing of public assistance
checks and pay a service fee for these services, provided the fee charged does not
exceed the fee charged to other customers of the institution for similar services.
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Sec. 31. Minnesota Statutes 1987 Supplement, section 393.07, subdivision
10, is amended to read:

Subd. 10. FEDERAL FOOD STAMP PROGRAM. (a) The county welfare
board shall establish and administer the food stamp program pursuant to rules
of the commissioner of human services, the supervision of the commissioner as
specified in section 256.01, and all federal laws and regulations. The commis-
sioner of human services shall monitor food stamp program delivery on an
ongoing basis to ensure that each county complies with federal laws and regula-
tions. Program requirements to be monitored include, but are not limited to,
number of applications, number of approvals, number of cases pending, length
of time required to process each application and deliver benefits, number of
applicants eligible for expedited issuance, length of time required to process and
deliver expedited issuance, number of terminations and reasons for termina-
tions, client profiles by age, household composition and income level and sources,
and the use of phone certification and home visits. The commissioner shall
determine the county-by-county and statewide participation rate. The commis-
sioner shall report on the monitoring activities on a county-by-county basis in a
report presented to the legislature by July 1 each year. This monitoring activity
shall be separate from the management evaluation survey sample required under
federal regulations.

(b) On July 1 of each year, the commissioner of human services shall
determine a statewide and county-by-county food stamp program participation
rate. The commissioner may designate a different agency to administer the food
stamp program in a county if the agency administering the program fails to
increase the food stamp program participation rate among families or eligible
individuals, or comply with all federal laws and regulations governing the food
stamp program. The commissioner shall review agency performance annually to
determine compliance with this paragraph.

(c) The eounty welfare board shall participate in e foed stamp quality
eontrol system subjeet to the supervision of the commissioner of human serviees
and pursuant to federal regulations:

A person who commits any of the following acts has violated section 256.98
and is subject to both the criminal and civil penalties provided under that
section:

(1) Obtains or attempts to obtain, or aids or abets any person to obtain by
means of a willfully false statement or representation, or intentional conceal-
ment of a material fact, food stamps to which the person is not entitled or in an
amount greater than that to which that person is entitled; or

(2) Presents or causes to be presented, coupons for payment or redemption
knowing them to have been received, transferred or used in a manner contrary
to existing state or federal law; or

(3) Willfully uses or transfers food stamp coupons or authorization to pur-
chase cards in any manner contrary to existing state or federal law.
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Sec. 32. TRANSFER OF COUNTY FOOD STAMP QUALITY CON-
TROL SYSTEM EMPLOYEES,

(a) All positions covered by the Minnesota merit system located in Crow
Wing county family social service center and in the Redwood county welfare

financial assistant supervisor I, if the positions supervise food stamp corrective
action specialists, are transferred to the department of human services and
become state civil service positions.

(b) All incumbent emplovees affected by this transfer, who choose to trans-
fer to state civil service positions in the department of human services, must be
transferred with no reduction in salary. Salaries of individual employees who
transfer must be adjusted to the minimum salary or to the nearest equal or
higher step on the state compensation plan for their class, whichever is greater.

(c) Existing sick leave and vacation accruals for an employee who transfers
must be transferred to the department of human services and the employee shall
accrue additional vacation and sick leave under the provisions of the appropri-
ate state collective bargaining agreement based on the employee’s years of serv-
ice in either Crow Wing county family service center or in the Redwood county

welfare department. T

(d) If an employee who transfers chooses to retain the county coverage for
employee and dependent health, dental, and life insurance, the department of
human services shall reimburse the employee for one month of continued enroll-
ment in the health, dental, and life insurance plans in an amount equal to what
their former county emplover would have paid for the coverage had the employ-
ee remained a county employee, until the emplovee js eligible for coverage under

the state insurance plans.

(e) Classification seniority for an employee who transfers must be calculated
according to the provisions of the appropriate state collective bargaining agree-
ment based upon the emplovee’s years of service in the county merit system.

Sec. 33. REPEALER,

Minnesota Statutes 1986, section 236.965; and Minnesota Statutes 1987
Supplement, section 256D.22, are repealed.

Sec. 34, HUMAN SERVICES; APPROPRIATIONS.

$1,655,500 is appropriated from the general fund to the commissioner of
human services for the purposes indicated.

(a) $990,000 is for the county incentive fund, to be available until June 30,
1991.

(b) $110,000 is available beginning June 1, 1989, to convert county food
stamp quality control staff to state employment.
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(c) $555,500 is available beginning January 1, 1990, to implement state
financing of income maintenance benefits as contained in this article by moni-
toring local agency performance in administering the income maintenance pro-
grams, providing technical assistance and program support, and reviewing local

agency exceptions to compliance actions.
Sec. 35. HUMAN SERVICES APPROPRIATION REDUCTION.

The appropriation in Laws 1987, chapter 403, article 1, section 2, subdivi-
sion 2, for county administrative aid for fiscal year 1989 is reduced by $1,150,000
because of the changes made by this article.

Sec. 36. POSITIONS.

The following additional positions are approved for the department of human
services.

Appeals and Contracts

Financial Management

Assistance Payments
Food Stamp Quality Control

B DD [

IR

Sec. 37. EFFECTIVE DATE.

1990. Section 32 is effective June 1, 1989. Except as provided in section 34, the
rest of this article is effective January 1, 1990.

ARTICLE 9
PULL-TAB TAX

Section 1. Minnesota Statutes 1986, section 349.12, subdivision 18, is
amended to read:

Subd. 18. DEAL. “Deal” means each separate package, or series of pack-
ages, consisting of one game of pull-tabs or tipboards with the same serial
number purehased from a distributer.

Sec. 2. Minnesota Statutes 1986, section 349.12, is amended by adding a
subdivision to read:

Subd. 19. IDEAL GROSS. “Ideal gross” means the total amount of receipts

Sec. 3. Minnesota Statutes 1986, section 349.12, is amended by adding a
subdivision to read:
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Subd. 20. IDEAL NET. “Ideal net” means the pull-tab or tipboard deal’s '
ideal gross, as defined under subdivision 19, less the total predetermined prize
amounts available to be paid out, When the prize is not a monetary one, the
ideal net is 50 percent of the ideal gross.

Sec. 4. Minnesota Statutes 1987 Supplement, section 349.212, subdivision
1, is amended to read:

Subdivision 1. RATE. There is hereby imposed a tax on all lawful gam-
bling, other than (1) pull-tabs purchased and placed into inventory after January
1, 1987, and (2) tipboards purchased and placed into inventory after June 30,
1988, conducted by organizations licensed by the board at the rate specified in
this subdivision. The tax imposed by this subdivision is in lieu of the tax
imposed by section 297A.02 and all local taxes and license fees except a fee
authorized under section 349.16, subdivision 4.

On all lawful gambling, other than (1) pull-tabs purchased and placed into
inventory after January 1, 1987, and (2) tipboards purchased and placed into
inventory after June 30, 1988, the tax is ten percent of the gross receipts of a
licensed organization from lawful gambling less prizes actually paid out, payable
by the organization.

Sec. 5. Minnesota Statutes 1987 Supplement, section 349.212, subdivision
4, is amended to read:

Subd. 4. PULL-TAB AND TIPBOARD TAX. (a) There is imposed a tax
on the sale of each deal of pull-tabs and tipboards sold by a licensed distributor
to a licensed organization, or to an organization holding an exemption identification
number. The rate of the tax is ten percent of the face resale vatue of all the
pull-tabs ip each deal less the total prizes which mey be paid oeut on all the
pull-tabs in that ideal net of the pull-tab and tipboard deal. The tax is payable
to the commissioner of revenue in the manner prescribed in section 349.2121
and the rules of the commissioner. The commissioner shall pay the proceeds of
the tax to the state treasurer for deposit in the general fund. The sales tax
imposed by chapter 297A on the sale of the pull-tabs and tipboards by the
licensed distributor to an organization is imposed on the retail sales price less
the tax imposed by this subdivision. The retail sale of pull-tabs or tipboards by
the organization is exempt from taxes imposed by chapter 297A if the tax
imposed by this subdivision has been paid and is exempt from all local taxes
and license fees except a fee authorized under section 349.16, subdivision 4.

(b) The liability for the tax imposed by this section is incurred when the
pull-tabs and tipboards are delivered by the distributor to the licensed or exempt
organization, to a common or contract carrier for delivery to the organization,
or when received by the organization’s authorized representative at the distribu-
tor’s place of business, regardless of the distributor’s method of accounting or
the terms of the sale.

¥ o Heoensed organization or any organization holding an exemption number
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reeeives pull-tabs direetly from the manufacturer and the manufaeturer is not @
Heensed distributer; the distributer from whoem the pull-tabs were purchased is
liable for tax when the manufneturer delivers the pull-tabs to the organization;
of to & contraet or common earrier for delivery to the erganization; or when the
pull-tabs are received by the organization’s authorized representative at the
mapufpcturer’s plece of business; regardless of the manufacturer’s or the distrib-
wtor’s methed of aceounting or the terms of the sale:

(c) The exemptions centained in section 349.214, subdivision 2, paragraph
(b), do not apply to the tax imposed in this subdivision.

Sec. 6. Minnesota Statutes 1986, section 349.2121, subdivision 1, is amended
to read:

Subdivision 1. APPLICATION AND ISSUANCE. Every distributor licensed
by the board who sells pull-tabs and tipboards to organizations authorized to sell
pull-tabs and tipboards under this chapter must file with the commissioner of
revenue an application, on a form the commissioner prescribes, for a gambling
tax identification number and gambling tax permit. The commissioner, when
satisfied that the applicant has a valid license from the board, shall issue the
applicant a permit and number. A permit is not assignable and is valid only for
the distributor in whose name it is issued.

Sec. 7. Minnesota Statutes 1986, section 349.2121, subdivision 2, is amended
to read:

Subd. 2. RECORDS. Fhe commissioner may by rule require a leensed
distributor helding o permit under this seetion to keep such boeks; papers;
deecuments; and reecords as the commissioner deems neeessary to the enforee-
ment of this ehapter: The commissioner may examine; of eause 10 be examined;
any boeks; papers; reeords; or other documents relevant to maling a detesming-
tion; whether they are in the pessession of a distributor or another persen oF
eorporation: The eommissioner may require the atiendanece of any persens
having knowledge or information in the premises; to compel the produetion of
boeoles; papers; recerds; or memoranda by persons so reguired to attend; to take
testimeny on muatters material to & determination; and to administer eaths or
aeffirmations: A distributor shall keep at each licensed place of business com-
plete and accurate records for that place of business, including itemized invoices
of pull-tabs and tipboards held purchased, manufactured, or brought in or

1Qboards _’_FE records must show th_e names ﬂ_d addresses of purchasers g_lg_e
inventory at the close of each period for which a return is required of all pull-tab
and tipboard deals on hand, and other pertinent papers and documents relating
to the purchase, sale, or disposition of pull-tab and tipboard deals. Books,
records and other papers and documents required by this section must be kept

th_e entnes Qpearmg in Ql_e records, unless the commissioner authorizes m
writing their destruction or disposal at an earlier date. At any time during usual
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business hours, the commissioner, executive secretary of the charitable gambling
control board, or any of their duly authorized agents or employees, may enter a
place of business of a distributor, charitable organization, or any site from which
pull-tabs or tipboards are being sold and inspect the premises and the records
required to be kept under this section to determine whether or not all the
provisions of this section are being fully complied with. If the commissioner,
executive secretary, or their duly authorized agents or employees are denied free
access to or are hindered or interfered with in making an inspection of the
distributor’s place of business, the permit of the distributor may be revoked by

charitable gambling control board.,

Sec. 8. Minnesota Statutes 1986, section 349.2121, is amended by adding
a subdivision to read:

A o e -

ing the distributor’s name and address, the purchaser’s name and address, the
date of the sale, description of the deals including the ideal net amounts, and all
prices and discounts, and shall keep legible copies of all the itemized invoices

Sec. 9. Minnesota Statutes 1987 Supplement, section 349.2121, subdivi-
sion 4a, is amended to read:

Subd. 4a. REFUND. If any deal of pull-tabs or tipboards registered with
the board and upon which the tax imposed by section 349.212, subdivision 4,
has been paid is returned unplayed to the distributor, the commissioner of
revenue shall allow a refund of the tax paid.

In the case of a defective deal registered with the board and upon which the
taxes have been paid is returned to the manufacturer, the distributor shall
submit to the commissioner of revenue certification from the manufacturer that
the deal was returned and in what respect it was defective. The certification
must be in a form prescribed by the commissioner and must contain additional
information the commissioner requires.

The commissioner may require that no refund under this subdivision be
made unless the returned pull-tabs or tipboards have been set aside for inspec-
tion by the commissioner’s employee.

Reductions in previously paid taxes authorized by this subdivision shall be
made at the time and in the manner prescribed by the commissioner.

Sec. 10. Minnesota Statutes 1986, section 349.2121, subdivision 5, is
amended to read:

Subd. 5. PUBLIC INFORMATION €ONFDENTAL, Neither the eom-
missioner nor any other publie official or employee may divulge or otherwise
make known in any menner any particulars diselosed in any report or return
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irod by this ion; oF any inf . ing the affairs of the distri
utor making the return aequired from its reeords; officers; or employees while
inine oF audit tor the authority of this of ’ in .
with e proeeeding invelving taxes due under this chapter: Nothing herein
prohibits the commissioner from publishing statistics so elassified as net te
person violating the provisions of this seetion is puilty of a gross misdemennor:
nish informeation on a reciproeal basis to the taxing officials of another state or
the beard in order to implement the purpeses of this ehapter:

In order to faeilitate processing of returns and payments of taxes required
by this chapter; the commissioner may eontraet with outside vendors and may
diselose private and nonpublic data to the vendor: The data diselosed must be
administered by the vendor eonsistent with this seetien: All records concerning
the administration of the pull-tab and tipboard taxes are classified as public
information.

Sec. 11. Minnesota Statutes 1987 Supplement, section 349.2121, subdivi-
sion 10, is amended to read:

Subd. 10. UNTAXED PULL-TABS OR TIPBOARDS. It is a gross misde-
meanor for any person to possess pull-tabs or tipboards for resale in this state
that have not been registered with the board, for which a registration stamp has
not been affixed to the flare, and upon which the taxes imposed by section
349.212, subdivision 4, or chapter 297A have not been paid. The executive
secretary of the charitable gambling control board or the commissioner of reve-
nue or their designated inspectors and employees may seize in the name of the
state of Minnesota any unregistered or untaxed pull-tabs or tipboards.

Sec. 12. Minnesota Statutes 1987 Supplement, section 349.2122, is amended
to read:

349.2122 MANUFACTURERS; REPORTS TO THE COMMISSIONER;
PENALTY.

A manufacturer registered with the board who sells pull-tabs and tipboards
to a distributor licensed by the board must file with the commissioner of reve-
nue, on a form prescribed by the commissioner, a report of pull-tabs and tip-
boards sold to licensed distributors. The report must be filed monthly on or
before the 25th day of the month succeeding the month in which the sale was
made. Any person violating this section shall be guilty of a misdemeanor.

Sec. 13. Minnesota Statutes 1987 Supplement, section 349.2123, is amended
to read:

349.2123 CERTIFIED PHYSICAL INVENTORY.

The commissioner of revenue may, upon request, require a pul-tab licensed
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distributor to furnish a certified physical inventory of the pull-tabs and tip-
boards in stock. The inventory must contain the information required by the
commissioner.

Sec. 14. [349.2125] CONTRABAND.

Subdivision 1. CONTRABAND DEFINED. The following are contraband:

(1) all pull-tab or tipboard deals that do not have stamps affixed to them as
provided in section 349.162;

(2) all pull-tab or tipboard deals in the possession of any unlicensed organi-
zation whether stamped or unstamped;

(3) any container used for the storage and display of any contraband pull-

tab or tipboard deals as defined in clauses (1) and (2);

(4) any cash drawer, cash register, or any other container used for illegal
pull-tab or tipboard transactions including its contents; and

(5) any device including, but not limited to, motor vehicles, trailers, snow-
mobiles, airplanes, and boats used, with the knowledge of the owner or of a

person operating with the consent of the owner, for the storage or transportation
of more than five pull-tab or tipboard deals that are contraband under this
subdivision. When pull-tabs and tipboards are being transported in the course
of interstate commerce, or from one distributor to another, the pull-tab and

tipboard deals are not contraband, notwithstanding the provisions of clause (1).

Subd. 2. SEIZURE. Pull-tabs or tipboards or other property made contra-

executive secretary of the charitable gambling control board or their authorized
agents or by any sheriff or other police officer, hereinafter referred to as the
seizing authority, with or without process, and shall be subject to forfeiture as
provided in subdivisions 3 and 4.

Subd. 3. INVENTORY; JUDICIAL DETERMINATION; APPEAL; DIS-
POSITION OF SEIZED PROPERTY. Within two days after the seizure of any
alleged contraband, the person making the seizure shall deliver an inventory of
the property seized to the person from whom the property was seized, if known,
and file a copy with the commissioner or the executive secretary of the charita-

inventory, the person from whom the property was seized or any person claim-
ing an interest in the property may file with the seizing authority a demand for
judicial determination of whether the property was lawfully subject to seizure
and forfeiture. Within 30 days after the date of filing of the demand, the seizing
authority must bring an action in the district court of the county where seizure
was made to determine the jssue of forfeiture. The action must be brought in
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the seizing authority may, unless the judgment is staved pending an appeal,
either (1) cause the forfeited property to be destroyed; or (2) cause it to be sold
at a public auction as provided by law.

If demand for judicial determination is made and no action is commenced
as provided in this subdivision, the property must be released by the seizing

property seized is considered forfeited to the state by operation of law and may
be disposed of by the seizing authority as provided where there has been a
judgment of forfeiture. When the seizing authority is satisfied that a person
from whom property is seized was acting in good faith and without intent 1o
evade the tax imposed by section 349.2121, subdivision 4, the seizing authority
shall release the property seized without further legal proceedings.

Subd. 4. DISPOSAL. The property described in subdivision 1, clauses (4)
and (5), must be confiscated after conviction of the person from whom it was
seized, upon compliance with the following procedure: the seizing authority
shall file with the court a separate complaint against the property, describing it
and charging its use in the specific violation, and specifying substantially the
time and place of the unlawful use. A copy of the complaint must be served

upon the defendant or person in charge of the property at the time of seizure, if
any. If the person arrested is acquitted, the court shall dismiss the complaint
against the property and order it returned to the persons legally entitled to it.
Upon conviction of the person arrested, the court shall issue an order directed to
any person known or believed to have any right, title or interest in, or lien upon,
any of the property, and to persons unknown claiming any right, title, interest,

to the complaint, setting forth any claim they may have to any right or title to,
interest in, or lien upon the property, within 30 days after the service of

within the time, the property will be ordered sold by the seizing authority. The
court shall cause the order io be served upon any person known or believed to

court shall, upon affidavit by the court administrator, setting forth the fact, order
the property sold by the seizing authority. The proceeds of the sale, after

be paid into the state treasury and credited to the general fund. If answer is filed
within the time provided, the court shall fix a time for a hearing, which shall be
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violation specified in the complaint, it shall order the property unlawfully used,
sold as provided by law, unless the owner shows to the satisfaction of the court
that the owner had no notice or knowledge or reason to believe that the property
was used or intended to be used in the violation. The officer making a sale, after
deducting the expense of keeping the property, the fee for seizure, and the costs
of the sale, shall pay all liens according to their priority, which are established at
the hearing as being bona fide and as existing without the lienor having any

notice or knowledge that the property was being used or was intended to be used

shall pay the balance of the proceeds into the state treasury to be credited to the
general fund. A sale under this section shall free the property sold from any and
all liens on it. Appeal from the order of the district court will lic as in other

— T M s o

and before the hearing provided for, the property must be returned to the owner
or person having a lepal right to its possession, upon execution of a good and

best interests of the state to do so.

Sec. 15. [349.2127] PROHIBITIONS.

Subdivision 1. COUNTERFEITING. No person shall with intent to defraud
the state, make, alter, forge, or counterfeit any license or stamp provided for in
this chapter, or have in possession any forged, spurious, or altered stamps, with
the intent, or with the result of, depriving the state of the tax imposed by this
chapter.

Subd. 2. PROHIBITION AGAINST POSSESSION. No person, other
than a licensed distributor, shall sell, offer for sale, or have in possession with

— = sl el e

accordance with the provisions of this chapter.

Subd. 3. FALSIFICATION OF RECORDS. No person required by section
349.2121, subdivision 2, to keep records or to make returns shall falsify or fail

Subd. 4. TRANSPORTING UNSTAMPED DEALS. No person shall trans-
port into, or receive, carry, or move from place to place in this state, any deals
of pull-tabs or tipboards not stamped in accordance with this chapter except in
the course of interstate commerce, unless the deals are moving from one distrib-
utor to another.

Sec. 16. Minnesota Statutes 1986, section 349.22, subdivision 1, is amended
to read:
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Subdivision 1. GROSS MISDEMEANOR. Any ether wiolation of A per-
son who in any manner violates sections 349.11 to 349.214 is to evade the tax

interferes with a seizing authority when a seizure is made as provided by
section 349.2125, is guilty of a gross misdemeanor.

Sec. 17. Minnesota Statutes 1986, section 349.22, is amended by adding a
subdivision to read:

Subd. 3. FELONY. (a) A person violating section 349.2127, subdivision 1
or 3, is guilty of a felony.

{b) A person violating section 349.2127, subdivisions 2 and 4, by possess-
ing, receiving, or transporting more than ten pull-tab or tipboard deals not
stamped in accordance with this chapter is guilty of a felony.

Sec. 18. Minnesota Statutes 1986, section 349.22, is amended by adding a
subdivision to read:

Subd. 4. SALES AFTER REVOCATION. A person selling pull-tabs or
tipboards after the person’s license or permit has been revoked is guilty of a

felony.
Sec. 19. EFFECTIVE DATE.

for deals of tipboards purchased and placed into inventory after June 30, 1988.

ARTICLE 10
SALES TAX

Section 1. Minnesota Statutes 1987 Supplement, section 297A.01, subdivi-
sion 3, is amended to read:

Subd. 3. A “sale” and a “purchase” includes, but is not limited tb, each of
the following transactions:

(a) Any transfer of title or possession, or both, of tangible personal property,
whether absolutely or conditionally, and the leasing of or the granting of a
license to use or consume tangible personal property other than manufactured
homes used for residential purposes for a continuous period of 30 days or more,
for a consideration in money or by exchange or barter;

(b) The production, fabrication, printing or processing of tangible personal
property for a consideration for consumers who furnish either directly or indi-
rectly the materials used in the production, fabrication, printing or processing;
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(c) The furnishing, preparing or serving for a consideration of food, meals
or drinks, not including meals or drinks served to patients, inmates, or persons
residing at hospitals, sanatoriums, nursing homes ef, senior citizens homes, and
correctional, detention, and detoxification facilities, meals or drinks purchased
for and served excluswely to individuals who are 60 years of age or over and
their spouses or to the handicapped and their spouses by governmental agencies,
nonprofit organizations, agencies, or churches or pursuant to any program funded
in whole or part through 42 USCA sections 3001 through 3045, wherever deliv-
ered, prepared or served, meals and lunches served at public and private schools,
universities or colleges. “Sales” also includes meals furnished by employers to
employees at less than fair market value, except meals furnished at no charge to
employees of hospitals, nursing homes, boarding care homes, sanatoriums, group
homes, and correctional, detention, and detoxification facilities, who are required
to eat w1th the patients, residents, or inmates r residing in them. Notw1thstandmg
section 297A. 25, subdivision 2, taxable food or meals include, but are not
limited to, the following:

(i) heated food or drinks;
(ii) sandwiches prepared by the retailer;

(iii) single sales of prepackaged ice cream or ice milk novelties prepared by
the retailer;

(iv) hand-prepared or dispensed ice cream or ice milk products including
cones, sundaes, and snow cones;

(v) soft drinks and other beverages prepared or served by the retailer;
(vi) gumy

(vii) ice;

(viii) all food sold in vending machines;

(ix) party trays prepared by the retailers; and

(x) all meals and single servings of packaged snack food, single cans or
bottles of pop, sold in restaurants and bars;

(d) The granting of the privilege of admission to places of amusement,
recreational areas, or athletic events and the privilege of having access to and
the use of amusement devices, tanning facilities, reducing salons, steam baths,
turkish baths, massage parlors, heglth clubs, and spas or athletic facilities;

(e) The furnishing for a consideration of lodging and related services by a
hotel, rooming house, tourist court, motel or trailer camp and of the granting of
any similar license to use real property other than the renting or leasing thereof
for a continuous period of 30 days or more;
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(f) The furnishing for a consideration of electricity, gas, water, or steam for
use or consumption within this state, or local exchange telephone service, intra-
state toll service, and interstate toll service, if that service originates from and is
charged to a telephone located in this state; the tax imposed on amounts paid
for telephone services is the liability of and shall be paid by the person paying
for the services. Sales by municipal corporations in a proprietary capacity are
included in the provisions of this clause. The furnishing of water and sewer
services for residential use shall not be considered a sale;

(g) The furnishing for a consideration of cable television services, including
charges for basic monthly service, charges for monthly premium service, and
charges for any other similar television services;

(h) Notwithstanding subdivision 4, and section 297A.25, subdivision 9, the
sales of horses including claiming sales and fees paid for breeding a stallion to a
mare. This clause applies to sales and fees with respect to a horse to be used for
racing whose birth has been recorded by the Jockey Club or the United States
Trotting Association or the American Quarter Horse Association;

(i) The furnishing for a consideration of parking services, whether on a
contractual, hourly, or other periodic basis, except for parking at a meter;

(i) The furnishing for a consideration of services listed in this paragraph:

(i) laundry and dry cleaning services including cleaning, pressing, repairing,
altering, and storing clothes, linen services and supply, cleaning and blocking
hats, and carpet, drapery, upholstery, and industrial cleaning. Laundry and dry
cleaning services do not include services provided by coin operated facilities
operated by the customer;

(ii) motor vehicle washing, waxing, and cleaning services, including services
provided by coin-operated facilities operated by the customer, and rustproofing,
undercoating, and towing of motor vehicles;

(iii) building and residential cleaning, maintenance, and disinfecting and
exterminating services;

(iv) services provided by detective agencies, security services, burglar, fire
alarm, and armored car services not including services performed within the
jurisdiction they serve by off-duty licensed peace officers as defined in sec-
tion 626.84, subdivision 1; -

(v) pet grooming services; and

(vi) lawn care, fertilizing, mowing, spraying and sprigging services; garden
planting and maintenance; arborist services; tree, bush, and shrub planting,
pruning, bracing, spraying, and surgery; and tree trimming for public utility
lines.

The services listed in this paragraph are taxable under section 297A.02 if the
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service is performed wholly within Minnesota or if the service is performed
partly within and partly without Minnesota and the greater proportion of the
service is performed in Minnesota, based on the cost of performance. In apply-
ing the provisions of this chapter, the terms “tangible personal property” and
“sales at retail” include taxable services and the provision of taxable services,
unless specifically provided otherwise. Services performed by an employee for
an employer are not taxable under this paragraph. Services performed by
a eorperation; partnership; or association for another eerperation; partnership;
or association are not taxable under this paragraph if one of the entities owns or
controls more than 80 percent of the voting power of the equity interest in the
other entity. Services performed between members of an affiliated group of
corporations are not taxable. For purposes of this section, “affiliated group of
corporations” includes those entities that would be classified as a member of an
affiliated group under United States Code, title 26, section 1504, and who are
eligible to file a consolidated tax return for federal income tax purposes;

(k) A “sale” and a “purchase” includes the transfer of computer software,
meaning information and directions that dictate the function performed by data
processing equipment. A “sale” and a “purchase” does not include the design,
development, writing, translation, fabrication, lease, or transfer for a considera-
tion of title or possession of a custom computer program; and

() The granting of membership in a club, association, or other organization
if:

(1) the club, association, or other organization makes available for the use
of its members sports and athletic facilities (without regard to whether a sepa-
rate charge is assessed for use of the facilities); and ’

(2) use of the sports and athletic facilities is not made available to the
general public on the same basis as it is made available to members.

Granting of membership includes both one-time initiation fees and periodic
membership dues. Sports and athletic facilities include golf courses, tennis,
racquetball, handball and squash courts, basketball and volleyball facilities, run-
ning tracks, exercise equipment, swimming pools, and other similar athletic or
sports facilities. The provisions of this pardgraph do not apply to camps or
other recreation facilities owned and operated by an exempt organization under
section 501(c)(3) of the Internal Revenue Code of 1986, as amended through
December 31, 1986, for educational and social activities for young people pri-
marily age 18 and under. Fhe previsions of this paragraph do net apply to an

Sec. 2. Minnesota Statutes 1986, section 297A.15, subdivision 1, is amended
to read:

Subdivision 1. Liability for the payment of the use tax is not extinguished
until the tax has been paid to Minnesota. However, a receipt from a retailer
maintaining & place of business in Minnesota; or from a retailer whe is autho-
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rized by the commissioner under such rules as the commissioner may preseribe;
to eolleet the tax; given to the purchaser pursuant to section 297A.16 relieves
the purchaser of further liability for the tax to which the receipt refers, unless

permit to collect the tax.

Sec. 3. Minnesota Statutes 1986, section 297A.15, subdivision 5, is amended
to read:

Subd. 5. REFUND; APPROPRIATION. Notwithstanding the provisions
of sections 297A.02, subdivision 2, and 297A.257 the tax on sales of capital
equipment, and construction materials and supplies under section 297A.257,
shall be imposed and collected as if thé rate under section 297A.02, subdivision
1, applied. Upon application by the purchaser, on forms prescribed by the
commissioner, a refund equal to the reduction in the tax due as a result of the
application of the rates under section 297A.02, subdivision 2, or the exemption
under section 297A.257 shall be paid to the purchaser. In the case of building
materials qualifying under section 297A.257 where the tax was paid by a con-
tractor, application must be made by the owner for the sales tax paid by all the
contractors, subcontractors, and builders for the project. The application must
include sufficient information to permit the commissioner to verify the sales tax
paid for the project. The application shall include information necessary for the
commissioner initially to verify that the purchases qualified as capital equip-
ment under section 297A.02, subdivision 2, or capital equipment or construc-
tion materials and supplies under section 297A.257. No more than two applications
for refunds may be filed under this subdivision in a calendar year. Unless
otherwise specifically provided by this subdivision, the provisions of section
297A.34 apply to the refunds payable under this subdivision. There is annually
appropriated to the commissioner of revenue the amount required to make the
refunds.

The amount to be refunded shall bear interest at the rate in

section 270.76

Sec. 4. Minnesota Statutes 1986, section 297A.16, is amended to read:
297A.16 COLLECTION OF TAX AT TIME OF SALE.
Any ecorporation authorized to do business in Minnesota; any retailer as

defined in who is required under section 297A.21; of any other retailer as the
eemmissioner shall authorize pursuant to seetion 207A-15; or authorized by the

enumerated in this chapter not exempted under sections 297A.01 to 297A.44; to
which the use tax applies shall at the time of making such sales collect the use
tax from the purchaser and give to the purchaser a receipt therefor in the form
of a notation on the sales slip or receipt for the sales price or in such other form
as prescribed by the commissioner. Any such eerperation of retailer shall not
collect the tax from a purchaser who furnishes to such corperation or retailer a
copy of a certificate issued by the commissioner authorizing such purchaser to
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pay any sales or use tax due on purchases made by such purchaser directly to the
commissioner. The tax collected by such eerperation of retailer pursuant to the
provisions of this section shall be remitted to the commissioner as provided in
other sections of this chapter.

Any eorporation or any retailer required to coHeet the use iax and remit
sueh tax to the commissioner pursuant to this section shall file with the eommis-
sioner an applieation for & permit pursuent to section 207A-04: Every such
eorporation or retailer shall furnish the eonmunissioner with the name and address
of all ity agents operating in Minnesota and the leeation of each of its distribu-
tion or sales houses or offices or other places of business in this state:

Sec. 5. Minnesota Statutes 1986, section 297A.17, is amended to read:

297A.17 TAX TO BE COLLECTED; STATUS AS DEBT.

The use tax required to be collected by the retailer constitutes a debt owed
by the retailer to Minnesota and shall be a debt from the purchaser to the
retailer recoverable at law in the same manner as other debts. A retailer who
does not maintain a place of business w1thm th1s state shall not be mdebted to

Sec. 6. Minnesota Statutes 1986, section 297A.21, is amended to read:

297A.21 REGISTRATION; INFORMATION REEATING FO BUSINESS
LOEATION TO COLLECT USE TAX,

Subdivision 1. Ewery retailer making retail sales for storage; use or other
name and address of all agents operating in Minnesota; the loeation of all
distribution or sales houses; offices or other places of business in Minnesota; and
sueh other information as the commissioner may require: When; in the opinion
of the eommissioner; it 5 necessary for the efieient administration of seetions
207414 to 207A2S to repard any salespersen; representative; truekes; peddier;
er eanpvasser as the egent of the dealer; distributor; supervisor; employer; or
other person under whom that person eperates or from whoem the person obtains
the tangible personal property seld; whether making sales personally or in behalf
ef such dealer; distributor; supervisor; employer; or other person; the eommis-
siener may regard the salesperson; representative; trueker; peddler; or eanvasser
as suech agent; and may regard the dealer; distributor; supervisor; employer; or
ether persoen as & retailer for the purpeses of sections 297414 to 297A=25-

Subd: 2 RETAILER MAINTAINING PLACE OF BUSINESS IN MIN-

NESOTA. “Retailer maintaining a place of business in this state”, or any like

term, shall mean any retailer having or maintaining within this state, directly or

| by a subsidiary, an office, distribution house, sales house, warehouse, or other
place of business, or any agent operating within this state under the authority of
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the retailer or its subsidiary, whether such place of business or agent is located
in the state permanently or temporarily, or whether or not such retailer or
subsidiary is authorized to do business within this state.
Subd. 2. DESTINATION. The destination of a sale is the location to which
the retailer makes delivery of the property sold, or causes the property to be
delivered, to the purchaser of the property, or to the agent or designee of the |
purchaser by any means of delivery, including the United States Postal Service |
a common carrier, Or a contract carrier, |
Subd. 3. OUT-OF-STATE RETAILER MAINTAINING PLACE OF BUS-
INESS IN MINNESOTA. A retailer making retail sales from outside this state
to a destination within this state and maintaining a place of business in this

Subd. 4. REQUIRED REGISTRATION BY OUT-OF-STATE RETAILER
NOT MAINTAINING PLACE OF BUSINESS IN MINNESOTA. (2) A retail-
er making retail sales from outside this state to a destination within this state

soliciting of sales from potential customers in this state by:

(1) the distribution, by mail or otherwise, without regard to the state from

catalogs, periodicals, advertising flyers, or other written solicitations of business
to customers in this state;

this state;
(3) advertisements in newspapers-published in this state;

(4) advertisements in trade journals or other periodicals the circulation of
which is primarily within this state;

(5) advertisements in a Minnesota edition of a national or regional publica-
tion or a limited regional edition in which this state is included of a broader
regional or national publication which are not placed in other geographically

(6) advertisements in regional or national publications in an edition which
is not by its contents geographically targeted to Minnesota but which is sold
over the counter in Minnesota or by subscription to Minnesota residents;

(7) advertisements broadcast on a radio or television station located in
Minnesota; or

[6))] any ot_her solicitation by telegrap.hy,‘ telephone, computer data base,
cable, optic, microwave, or other communication system.
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(b) The location or without this

retailer which provide products or services to the retailer in connection with jts
solicitation of customers within this state, including such products and services

i et

tax, Paragraph (a) shall be construed without regard to the
distribution of the materials originated or in which they were prepared.

presumed, subject to rebuttal, to be engaged in regular solicitation within this
state if it engages in any of the activities in paragraph (a) and makes 100 or
more retail sales from outside this state to destinations within this state during
a period of 12 consecutive months,

sion this section does not
tion of any local unit of government or subdivision of this state.

Subd. 5. VOLUNTARY REGISTRATION BY OUT-OF-STATE RETAILER
NOT MAINTAINING PLACE OF BUSINESS IN MINNESOTA. A retailer
is not required to collect and remit use :ta_x— r_n__-g_x nevertheless voluntarily mT_n
application for a permit pursuant to section 297A.04. If the application
is granted, the retailer shall collect and remit the use tax as provided in section

297A.16 until the permit is canceled or revoked.

Subd. 6. COMMISSIONER’S DISCRETION. (a) The commissioner may
decline to issue a permit to any retailer not maintaining a place of business in
this state, or may cancel a permit previously issued to the retailer, if the com-

from outside this state to destinations within this state.

(b) When, in the opinion of the commissioner, it is necessary for the efficient
administration of sections 297A.14 to 297A.25 to regard a salesperson, repre-
sentative, trucker, peddler, or canvasser as the agent of the dealer, distribu-
tor, supervisor, employer, or other person under whom that person operates or
from whom the person obtains the tangible personal property sold, whether
making sales personally or in behalf of that dealer, distributor, supervisor, employ-
er, or other person the commissioner may regard the salesperson, representa-
tive, trucker, peddler, or canvasser as such agent, and may regard the dealer,
distributor, supervisor, employer, or other person as a retailer for the purposes
of sections 297A.14 to 297A.25.

Sec. 7. Minnesota Statutes 1987 Supplement, section 297A.212, is amended
to read:
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297A.212 RAILROAD ROLLING STOCK.

Railroad rolling stock used by a railroad operating in this state that is
licensed as a common carrier by the Interstate Commerce Commission and used
to transport persons or property in interstate or foreign commerce is subject to
taxation under this chapter only to the extent provided in this section. The tax
must be computed using the ratio of intrastate mileage to interstate orf fefeign
mﬂeage%meledby%heeamerduﬁﬂg%hepfeweusﬁsealyeafef%heemef
revenue ton miles of passengers, mail, express, and freight carried by the rail-
road within this state to the total number of revenue ton miles carried by the
railroad within and without this state. This ratio must be determined at the
close of the carrier’s previous fiscal year. This ratio must be applied each month
to the purehase priee total amount of purchases of tetal purchases ef rolling
stock that are used in within and without this state by the railroad to establish
that portion of the total used and consumed in intrastate movement and subject
to tax under this chapter. “Railroad rolling stock™ means all portable or moving
apparatus and machinery of a railroad company and includes engines, cars,
tenders, coaches, sleeping cars, and parts necessary for the repair and mainte-
nance of the rolling stock.

_ Sec. 8. Minnesota Statutes 1987 Supplement, section 297A.25, subdivision
3, is amended to read:

Subd. 3. MEDICINES; MEDICAL DEVICES. The gross receipts from the
sale of prescribed drugs, prescribed medicine and insulin, intended for use,
internal or external, in the cure, mitigation, treatment or prevention of illness or
disease in human beings are exempt, together with presc‘ription glasses, thera-
peutic, and prosthetic devices. “Prescribed drugs” or “prescribed medicine”
includes over-the-counter drugs or medicine prescribed | by a licensed physician.
Nongrescnptlon analgesics consisting principally (determined by the weight of
all ingredients) -of acetaminophen, acetylsalicylic acid, ibuprofen, or a combina-
tion thereof are exempt.

Sec. 9. Minnesota Statutes 1986, section 297A.25, subdivision 5, is amended
to read:

Subd. 5. OUTSTATE TRANSPORT OR DELIVERY. The gross receipts
from the following sales of tangible personal property are exempt:

(1) property which, without intermediate use, is shipped or transported
outside Minnesota by the purchaser and thereafter used in a trade or business or
is stored, processed, fabricated or manufactured into, attached to or incorporat-
ed into other tangible personal property transported or shipped outside Minne-
sota and thereafter used in a trade or business outside Minnesota, and which is
not thereafter returned to a point within Minnesota, except in the course of
interstate commerce (storage shall not constitute intermediate use); provided
that the property is not subject to tax in that state or country to which it is
transported for storage or use; ess if subjeet to tax in that other state; that state
allows & similer exemption for property purchased therein and transported to
Minnesota for use in this state: exeept that sales of tangible personal propesty
that is shipped or transported for use outside Minnesota shall be taxed at the
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rate of the use iax impesed by the state to which the property is shipped of
transported; unless that state has no use tax; in which ease the sale shall be taxed
at the rate ponerelly impesed by this stete; and provided further that sales of
tangible personal property to be used in other states or countries as part of a
maintenance contract shall be specifically exempt; or

(2) property which the seller delivers to a common carrier for delivery
outside Minnesota, places in the United States mail or parcel post directed to
the purchaser outside Minnesota, or delivers to the purchaser outside Minnesota
by means of the seller’s own delivery vehicles, and which is not thereafter
returned to a point within Minnesota, except in the course of interstate com-
merce.

Sec. 10. Minnesota Statutes 1987 Supplement, section 297A.25, subdivi-
sion 11, is amended to read:

Subd. 11. SALES TO GOVERNMENT. The gross receipts from all sales,
including sales in which title is retained by a seller or a vendor or is assigned to
a third party under an installment sale or lease purchase agreement under sec-
tion 465.71, of tangible personal property to, and all storage, use or consump-
tion of such property by, the United States and its agencies and instrumentalities,
the University of Minnesota, state universities, community colleges, technical
institutes, state academies, and political subdivisions of the state are exempt.
Sales exempted by this subdivision include sales under section 297A.01, subdivi-
sion 3, clause (f). This exemption shall not apply to building, construction or
reconstruction materials purchased by a contractor or a subcontractor as a part
of a lump-sum contract or similar type of contract with a guaranteed maximum
price covering both labor and materials for use in the construction, alteration or
repair of a building or facility. This exemption does not apply to construction
materials purchased by tax exempt entities or their contractors to be used in
constructing buildings or facilities which will not be used principally by the tax
exempt entities.

Sec. 11. Minnesota Statutes 1986, section 297A.25, is amended by adding
a subdivision to read:

Subd. 37. YMCA AND YWCA MEMBERSHIPS, The gross receipts from
the sale of memberships, including both one-time initiation fees and periodic
membership dues, to an association incorporated under section 315.44 are exempt.
However, all separate charges made for the privilege of having access to and the
use of the association’s sports and athletic facilities are taxable.

Sec. 12. Minnesota Statutes 1986, section 297A.25, is amended by adding
a subdivision to read:

Subd. 38. USED MOTOR OILS. The gross receipts from the sale of used
motor oils are exempt,

Sec. 13. Minnesota Statutes 1986, section 297A.25, is amended by adding
a subdivision to read:
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Subd. 39. CROSS COUNTRY SKI PASSES. The gross receipts from the
sale of cross country ski passes issued under sections 85.40 to 85.43 are exempt.

Sec. 14. Minnesota Statutes 1986, section 297A.25, is amended by adding
a subdivision to read:

Subd. 40. STATE FAIR ADMISSIONS. The gross receipts from the sale
of tickets to the premises of or events sponsored by the the state agricultural s ocwty

are exempt, provided that:

(1) the tax foregone under this subdivision js used exclusively for the pur-
pose of making capital improvements to state-owned buildings and facilities on
the state fairgrounds; and

(2) the tax foregone under this subdivision is matched in equal amount by
proceeds from special assessments levied against commercial exhibits, conces-
sions and rentals, and from other special user fees specifically designated for

capital improvements.

Sec. 15. Minnesota Statutes 1986, section 297A.25, is amended by adding
a subdivision to read:

Subd. 41. BULLET-PROOF VESTS. The gross receipts from the sale of
bullet-resistant soft body armor that is flexible, concealable, and custom-fitted to
provide the wearer with ballistic and trauma protection are exempt if purchased
by a licensed peace officer, as defined in section 626.84, subdivision 1. The
bullet-resistant soft body armor must meet or exceed the requirements of stan-
dard 0101.01 of the National Institute of Law Enforcement and Criminal Justice
in effect on December 30, 1986, or meet or exceed the requirements of the
standard except wet armor conditioning,

Sec. 16. Minnesota Statutes 1986, section 297A.256, is amended to read:
297A.256 EXEMPTIONS FOR CERTAIN NONPROFIT GROUPS.

Notwithstanding the provisions of this chapter, the following sales made by
a “nonprofit organization” are exempt from the sales and use tax.

(a) (1) All sales made by an organization for fundraising purposes if that
organization exists solely for the purpose of providing educational or social
activities for young people primarily age 18 and under. This exemptlon shall
apply only if the gross annual sales receipts of the organization from fundraising
do not exceed $10,000.

(2) A club, association, or other organization of elementary or secondary
school students organized for the purpose of carrying on sports, educational, or
other extracurricular activities is a separate organization from the school district
or school for purposes of applying the $10,000 limit. This paragraph does not
apply if the sales are derived from admission charges or from activities for
which the money must be deposited with the school district treasurer under
section 123.38, subdivision 2 or be recorded in the same manner as other
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revenues or expenditures of the school district under section 123.38, subdivision
2b.

(b) All sales made by an organization for fundraising purposes if that orga-
nization is a senior citizen group which qualifies for exemption on its purchases
pursuant to section 297A.25, subdivision 16. This exemption shall apply only if
the gross annual sales receipts of the organization from fundraising do not
exceed $10,000,

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

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

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

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

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

Sec. 17. Minnesota Statutes 1986, section 297A.35, subdivision 1, is amended
to read:

Subdivision 1. A person who has, pursuant to the provisions of this chap-
ter, paid to the commissioner an amount of tax for any period in excess of the
amount legally due for that period, may file with the commissioner a claim for a
refund of such excess subject to the conditions specified in subdivision 5.
Except as provided in subdivision 4 no such claim shall be entertained unless
filed within two years after such tax was paid, or within three years from the
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filing of the return, whichever period is the longer. The commissioner shall |
examine the claim and make and file written findings thereon denying or allow-
ing the claim in whole or in part and shall mail a notice thereof to such person
at the address stated upon the claim. Any allowance shall include interest on the
excess determined at a rate specified in section 270.76 from the date such excess
was paid or collected until the date it is refunded or credited, unless otherwise
specified in this chapter. If such claim is allowed in whole or in part, the
commissioner shall credit the amount of the allowance against any taxes under
sections 297A.01 to 297A.44 due from the claimant and for the balance of said
allowance, if any, the commissioner shall issue a certificate for the refundment
of the excess paid, and the commissioner of finance shall cause such refund to be
paid out of the proceeds of the taxes imposed by sections 297A.01 to 297A.44,
as other state moneys are expended. So much of the proceeds of such taxes as
may be necessary are hereby appropriated for that purpose.

Sec. 18. Minnesota Statutes 1987 Supplement, section 297B.03, is amended
to read:

297B.03 EXEMPTIONS.

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

(1) Purchase or use, including use under a lease purchase agreement or
installment sales contract made pursuant to section 465.71, of any motor vehicle
by the United States and its agencies and instrumentalities and by any person
described in and subject to the conditions provided in section 297A.25, subdivi-
sion 18.

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

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

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

(5) Purchase or use of any vehicle owned by a resident of another state and
leased to a Minnesota based private or for hire carrier for regular use in the
transportation of persons or property in interstate commerce provided the vehi-
cle is titled in the state of the owner or secured party, and that state does not
impose a sales or motor vehicle excise tax on motor vehicles used in interstate
commerce.
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(6) Purchase

educational institution for use as an instructional aid in automotive training

—_—— e N A e ——— -

programs operated by the institution,

Sec. 19. Minnesota Statutes 1986, section 329.11, is amended to read:

329.11 LICENSE; APPLICATION, ISSUANCE, FEE; BOND; AGENT
FOR SERVICE OF PROCESS.

Any transient merchant desiring to engage in, do, or transact business by
auction or otherwise, in any county in this state shall file an application for a
license for that purpose with the auditor of the county in which the desired
business is to be conducted, which application shall state the name of the
applicant, the proposed place of business, the kind of business proposed to be
conducted, and the length of time desired to do business. Such transient mer-
chant shall pay to the treasurer of such county a license fee of $150, any
persenal property taxes payable by the merchant pursuant to Minnesota Statutes
1049. Seetions 28804 te 288:03; and shall give bond to the county in an amount
to be determined by the county treasurer, which shall be not less than $1,000
nor more than $3,000 whieh, The bond shall be approved by the treasurer and
be conditioned that the merchant will in all things conform to the laws relating
to transient merchants and further conditioned on full compliance with all
material oral or written statements and representations made by the seller, the
seller’s agents, representatives, or auctioneers with reference to merchandise sold
or offered for sale and on faithful performance under all warranties made with
reference thereto. The treasurer of such county shall issue to such person
receipts therefor, and such transient merchant shall thereupon file such receipts
with the auditor of such county, who shall thereupon issue to such transient
merchant a license to do business as such at the place described in the applica-
tion; and the kind of business to be done shall be described therein. No license
shall be good for more than one person unless such person shall be a member of
a copartnership, nor for more than one place, and shall not be good outside of
the county in which it was issued. Such license shall be good for a period of one
year from the date of its issuance. The auditor shall keep a record of such
licenses in a book provided for that purpose, which shall at all times be open for
public inspection. No license shall be issued unless the merchant produces

The application shall further contain the applicant’s residence and business
address for the prior two year period; the type of business engaged in during the
previous two years; and the name and address of the auctioneer who will con-
duct the sale. No such sale shall be conducted in the name of any person other
than the bona fide owner of the merchandise.

The applicant shall attach to the application an itemized list of merchandise
to be offered for sale reciting as to each item a description thereof including
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serial number if any, the owner’s actual cost thereof, and a designation by
number corresponding with a number to be affixed to each item by a tag which
shall be kept fastened to the item at all times until sold.

Prior to the issuance of the license and approval of bond, the applicant shall
in writing appoint the county auditor as the applicant’s agent to accept service
of process in any action commenced against the applicant arising out of the sale
for which the license is sought. Such action shall be brought in the county where
the sale was held.

Sec. 20. REPEALER.
Minnesota Statutes 1986, section 297A.15, subdivision 2, is repealed.

Sec. 21. TODD COUNTY.

For purposes of the designation of distressed counties under Minnesota

Todd county.
Sec. 22. EFFECTIVE DATE,

Section 1, paragraph (c), is effective for all meals furnished on or after
October 15, 1987, except the provisions relating to meals furnished to inmates
or residents of correctional, detention, and detoxification facilities are effective
for sales made after June 30, 1988. Sections 1, paragraphs (j) and (1), 8, 10 to
13, 15, 16 and 18 are effective for retail sales made after June 30, 1988, except

claims filed after June 30, 1988. Section 7 and the provisions of section 10
exempting utility services purchased by governmental units and all purchases by
the University of Minnesota hospitals are effective for all sales made after May
31, 1987, but do not apply to sales of tangible personal property made pursuant
to bona fide written contracts that were enforceable before June 1, 1987, and

sales made after June 30, 1988, but does not apply to sales of tangible personal
-property made pursuant to bona fide written contracts that were enforceable
before July 1, 1988, and delivery is made on or before December 31, 1988.

— e ————— S

effective beginning with the designation of distressed counties in calendar year
1987. '
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ARTICLE 11
CIGARETTE AND LIQUOR TAXES

Section 1. Minnesota Statutes 1987 Supplement, section 297.01, subdivi-
sion 7, is amended to read:

Subd. 7. “Distributor” means any and each of the following:

(1) any person engaged in the business of selling cigarettes in this state and
who manufactures or who brings, or causes to be brought, into this state from
without the state any packages of cigarettes for sale to subjobbers or retailers;

(2) eny persen whe makes; manufactures; or fabriestes eigarettes in this
state for sale in this state:

) any person engaged in the business without this state who ships or
transports cigarettes to retailers in this state, to be sold by those retailers;

) (3) any person who is on direct purchase from a cigarette manufacturer
and applies cigarette stamps or indicia on at least 50 percent of cigarettes sold
by that person.

A distributor who also sells at retail must maintain a separate inventory,
substantiated with invoices for cigarettes that were acquired for retail sale.

A distributor may transfer another state’s stamped cigarettes to another
distributor for the purpose of resale in the other state.

Sec. 2. Minnesota Statutes 1987 Supplement, section 297.01, subdivision
14, is amended to read:

Subd. 14. “Subjobber” means any person who acquires stamped cigarettes
or other state’s stamped cigarettes for the primary purpose of resale to retailers,
and any licensed distributor who delivers to and sells or distributes stamped
cigarettes from a place of business other than that licensed in the distributor’s
license. The definition of subjobber does not include the occasional sale of
stamped cigarettes from one retailer to another. Notwithstanding the foregoing,
“subjobber” shall also mean any person who is a vending machine operator. A
vending machine operator is any person whose principal business is operating,
or owning and leasing to operators, machines for the vending of merchandise or |
service.

For the purpose of this section, any subjobber that sells at retail must
maintain a separate inventory, substantiated with invoices, that reflect the ciga-
rettes were acquired for retail sale. ’

Sec. 3. Minnesota Statutes 1986, section 297.01, is amended by adding a
subdivision to read:
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Subd. 15. “Prior continuous compliance taxpayer” means a person who is

period of five years, the commissioner determines has not been either delinquent
or deficient in the payment of tax liability during that period or otherwise in
violation of this chapter. Any taxpayer who has, as verified by the commission-
er, continuously complied with the condition of a bond or other security under
provisions of this chapter for a period of five consecutive years is considered a
“prior continuous compliance taxpayer.” A continuous period of time of quali-
fying compliance immediately prior to August 1, 1988, is credited to any licens-

Sec. 4. Minnesota Statutes 1986, section 297.03, is amended by adding a
subdivision to read:

Subd. 5a. REVOLVING ACCOUNT. A heat applied cigarette tax stamp
fund to purchase heat applied stamps for resale. The commissioner shall aurge
the purchasers for the costs of the stamps along with the tax value plus ship-

ping costs. The costs recovered along with shipping costs must be deposited into

of finance shall then transfer the amounts to the heat applied cigarette tax stamp
revolving account from the tobacco tax revenue fund.

Sec. 5. Minnesota Statutes 1987 Supplement, section 297.03, subdivision
6, is amended to read:

Subd. 6. TAX METER MACHINES. 5 (a) Before January 1, 1990, the
commissioner may authorize any person licensed as a distributor to stamp
packages with a tax meter machine, approved by the commissioner, which shall
be provided by the distributor. The commissioner may provide for the use of
such a machine by the distributor, supervise and check its operation, provide for
the payment of the tax on any package so stamped, subject to the discount
provided in subdivision 5; and in thet eonmeetion. Except as provided in
paragraph (d), the commissioner may require the furnishing of a corporate
surety bond, check guarantee bond, or certified check in a suitable amount to
guarantee the payment of the tax.

) (b) Before January 1, 1990, the commissioner may authorize, and after
December 31, 1989, the commissioner shall require any person licensed as a
distributor whose stamp meter machine is no longer operational to stamp pack-
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ages with a heat-applied tax stamping machine, approved by the commissioner,
which shall be provided by the distributor. The commissioner shall supervise
and check the operation of the machines and shall provide for the payment of
the tax on any package so stamped, subject to the discount provided in subdivi-
sion 5. The commissioner may sell heat-applied stamps on a credit basis under
conditions prescribed by the commissioner; end in thet eonneetion. Except as
provided in paragraph (d), the commissioner may require the furnishing of a
corporate surety bond, check gnarantee bond, or certified check in an amount
suitable to guarantee payment of the tax stamps so purchased by a distributor.
The stamps shall be sold by the commissioner at a price which includes the tax
after giving effect to the discount provided in subdivision 5. The commissioner
shall recover the actual costs of the stamps from the distributor.

) (c) If the commissioner finds that a stamping machine is not printing or
affixing a legible stamp on the package, the commissioner may order the distrib-
utor to immediately cease the stamping process until the machine is functioning
properly,

(d) Every prior continuous compliance taxpayer is exempt from all require-
ments under this chapter concerning the furnishing of a bond. This exemption
continues for the taxpayer until the commissioner determines that the taxpayer
(1) is delinquent in the filing of any return, or (2) is delinquent or deficient in
the payment of any uncontested tax liability under this chapter. At that time
that taxpayer is subject to the bond requirements of this chapter and, as a
condition of being allowed to continue to engage in the business licensed under
this chapter, is required to furnish bond to the commissioner as provided in this

which, if the taxpayer has not been delinquent in the filing of any returns, or
delinquent or deficient in the paying of any tax under this chapter, the commis-
sioner may reinstate the person as a prior continuous compliance taxpayer. A
taxpayer who fails to pay an uncontested tax liability under this chapter may be
required to post bond or other acceptable security with the commissioner guar-
anteeing the payment of the uncontested tax liability. The commissioner shall
annually establish the maximum amount of heat applied stamps or meter units
that may be purchased each month. Notwithstanding any other provisions of

stamps or meter units purchased during the reporting period,

Sec. 6. Minnesota Statutes 1986, section 297.03, subdivision 12, is amended
to read:

Subd. 12. SETTING OF TAX METERS. The commissioner may desig-
nate the county treasurer of any county or any banking institution as defined by
section 48.01, or any banking institution as defined by any states’ statutes as the
representative of the commissioner in the setting of a tax meter machine of any
particular distributor and the collection of the cigarette tax upon such setting.
The county treasurer or banking institution so designated shall be required to set
tax meter machines following the method prescribed by the commissioner of
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revenue and to transmit the amount of tax collected and to report the setting of
each tax meter to the commissioner on or before the next business day. For
purposes of this paragraph, a business day shall not include Saturday. Such
duties shall be within the coverage of the official bond of the county treasurer.
The commissioner shall prescribe the form and amount of a surety bond which
shall be furnished by a banking institution designated pursuant to this subdivi-
sion. The commissioner shall have the right to withdraw this designation with-
out cause,

Sec. 7. Minnesota Statutes 1986, section 297.041, subdivision 1, is amended
to read:

Subdivision 1. WHOLESALERS. Any wholesaler who furnishes a surety |
bond in a sum satisfactory to the commissioner shall be permitted to set aside, |
without affixing the stamps required by this chapter, that part of the wholesaler’s
stock necessary for the conduct of business in making sales to the established
governing body of any Indian tribe recognized by the United States Department
of Interior. The unstamped stock shall be kept separate and apart from stamped
stock. Every wholesaler shall, at the time of shipping or delivering any of the
unstamped stock to an Indian tribal organization, make a true duplicate invoice
which shall show the complete details of the sale or delivery and shall transmit
the duplicate to the commissioner not later than the fifteenth 18th day of the
following calendar month. Failure to comply with the requirements of this
section shall cause the commissioner to revoke the permission granted to the ;
wholesaler to maintain a stock of goods which may be unstamped. Fhe eommis-
sioner may alse revoke this permission te meaintain & steck of unstamped goods
for sale to & speeifie Indian tribal organization when # appears thet sales of
unstemped eigareties to persons whe are not enrolled members of a reeognized

Sec. 8. Minnesota Statutes 1986, section 297.06, subdivision 1, is amended
to read:

Subdivision 1. DISTRIBUTOR TO KEEP RECORDS. Every distributor
shall keep at each licensed place of business complete and accurate records, for
that place of business, including itemized invoices, of cigarettes held, purchased,
manufactured, or brought in or caused to be brought in from without the state,
and of all sales of cigarcttes made, except sales to the ultimate consumer. These
records shall show the names and addresses of purchasers, the inventory at the
close of each period for which a return is required of all cigarettes on hand, and
of all stamps, affixed and unaffixed, and other pertinent papers and documents
relating to the purchase, sale, or disposition of cigarettes. When a licensed
distributor sells cigarettes exclusively to the ultimate consumer at the address
given in the license, no invoice of those sales shall be required, but itemized
invoices shall be made of all cigarettes transferred to other retail outlets owned
or controlled by that licensed distributor. All books, records, and other papers
and documents required by sections 297.01 to 297.13 to be kept shall be pre-
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served for a period of at least ene yeer three years after the date of the documents,
as aforesaid, or the date of the entries thereof appearing in the records, unless
the commissioner, in writing, authorizes their destruction or disposal at an
earlier date. At any time during usual business hours the commissioner, or duly
authorized agents or employees, may enter any place of business of a distributor,
without a search warrant, and inspect the premises, the records required to be
kept under sections 297.01 to 297.13, and the packages of cigarettes and the
vending devices contained therein, to determine whether or not all the provi-
sions of these sections are being fully complied with. If the commissioner, or
any such agent or employee, is denied free access or is hindered or interfered
with in making such examination, the license of the distributor at such premises
shall be subject to revocation by the commissioner.

Sec. 9. Minnesota Statutes 1986, section 297.06, subdivision 2, is amended
to read:

Subd. 2. DISTRIBUTOR TO PRESERVE COPIES OF INVOICES. Every
person who sells cigarettes to persons other than the ultimate consumer shall
render with each sale itemized invoices showing the seller’s name and address,
the purchaser’s name and address, the date of sale, and all prices and diseounts
and shall preserve legible copies of all such invoices for enre year three years
from the date of sale.

Sec. 10. Minnesota Statutes 1986, section 297.06, subdivision 3, is amended
to read:

Subd. 3. RETAILER AND SUBJOBBER TO PRESERVE PURCHASE
INVOICES. Every retailer and subjobber shall procure itemized invoices of all
cigarettes purchased. The invoices shall show the name and address of the seller
and the date of purchase. The retailer and subjobber shall preserve a legible copy
of each such invoice for one year from the date of purchase. Iaveiees shall be
available for inspeetion by the commissioner or autherized agents or employees
at the retailer’s or subjobberls place of business:

missioner’s agents may enter any place of business of a retailer or subjobber and
inspect the premises, the records required to be kept for this subdivision, and
the packages of cigarettes, tobacco products, and vending devices contained on
the premises to determine whether all provisions of chapter 297 and sections
325D.30 to 325D.40 are being fully complied with.

Sec, 11, Minnesota Statutes 1986, section 297.06, is amended by adding a
subdivision to read:

Subd. 4. PHYSICAL INVENTORY. The commissioner of revenue or the

annually, require a cigarette or tobacco distributor to furnish a physical invento-
ry of all cigarettes in stock. The inventory must contain the information that
the commissioner requests and must be certified by an officer of the corporation.
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Sec. 12. Minnesota Statutes 1986, section 297.08, subdivision 1, is amended
to read:

Subdivision 1. CONTRABAND DEFINED. The following are declared to
be contraband:

(1) All packages which do not have stamps affixed to them as provided in
sections 297.01 to 297.13 and all devices for the vending of cigarettes in which
such unstamped packages are found, including all contents contained within the
devices.

(2) Any device for the vending of cigarettes and all packages of cigarettes
contained therein, where the device does not afford at least partial visibility of
contents. Where any package exposed to view does not carry the stamp or
imprint required by sections 297.01 to 297.13, it shall be presumed that all
packages contained in the device are unstamped and contraband.

(3) Any device for the vending of cigarettes to which the commissioner or
authorized agents have been denied access for the inspection of contents. In lieu
of seizure, the commissioner or an agent may seal the device to prevent its use
until inspection of contents is permitted.

(4) Any device for the vending of cigarettes which does not carry the name
and address of the owner, plainly marked and visible from the front of the
machine. ’

(5) Any device including, but not limited to, motor vehicles, trailers, snow-
mobiles, airplanes and boats used with the knowledge of the owner or of a
person operating with the consent of the owner for the storage or transportation
of more than 5,000 cigarettes which are contraband under this subdivision.
When cigarettes are being transported in the course of interstate commerce, or
are in movement from either a public warehouse to a distributor upon orders
from a manufacturer or distributor, or from one distributor to another, the
cigarettes are not contraband, notwithstanding the provisions of clause (1).

Sec. 13. Minnesota Statutes 1987 Supplement, section 297,11, subdivision
5, is amended to read:

Subd. 5. TRANSPORTING UNSTAMPED PACKAGES. No person shall
transport into, or receive, carry, or move from place to place in this state, any
packages of cigarettes not stamped in accordance with the provisions of this act
except in the course of interstate commerce, unless the cigarettes are moving
from a public warehouse to a distributor upon orders from the manufacturer or
distributor. This subdivision shall not apply to a person carrying for personal
use not more than 200 cigarettes when those cigarettes have had the individual
packages or seals thereof broken and are intended for personal use by that
person and not to be sold or offered for sale.

Common carriers and contract carriers transporting cigarettes into this state
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shall file with the commissioner reports of all such shipments other than those
which are delivered to public warehouses of first destination in this state which
are licensed under the provisions of chapter 231. Such reports shall be filed
monthly on or before the 10th day of each month and shall show with respect to
deliveries made in the preceding month: the date, point of origin, point of
delivery, name of consignee, the quantity of cigarettes delivered and such other
information as the commissioner may require.

All common carriers and contract carriers transporting cigarettes into Min-
nesota shall permit examination by the commissioner of their records relating to
the shipment of cigarettes,

Any person who fails or refuses to transmit to the commissioner the required
reports or whoever refuses to permit the examination of the records by the
commissioner shall be guilty of a gross misdemeanor.

Sec. 14, Minnesota Statutes 1986, section 297.12, subdivision 1, is amended
to read:

Subdivision 1. FELONY. (a) Any person violating section 297.11, subdivi-
sion 1, shall be guilty of a felony.

(b) Any person violating section 297.11, subdivisions 2 or 5 by possessing,
receiving, or transporting more than 20,000 cigarettes not stamped in accord-
ance with the provisions of sections 297.01 to 297.13 shall be guilty of a felony.

guilty of a felony.

Sec. 15. Minnesota Statutes 1986, section 297.35, is amended by adding a
subdivision to read:

shall report on a form prescribed by the commissioner all sales of tobacco
products to Minnesota-licensed distributors, subjobbers, retailers, or to any loca-

reporting period.
Anyone violating this section is guilty of a gross misdemeanor.
Sec. 16. [297.44] TIME LIMITATIONS.

Subdivision 1. TIME FOR ASSESSMENT; NOTICE. Except as otherwise
provided in this chapter, the amount of taxes assessable with respect to a taxable
period must be assessed within three years after the return for the period is filed.

person required to file a return to the post office address given in the return.
The record of the mailing is presumptive evidence of the giving of the notice,
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Subd. 2. OMISSION OVER 25 PERCENT. If the person required to file
the return omits from the return a dollar amount properly includable in it that

may be assessed, or a proceeding in court for the collection of such tax may be
begun, at any time within five years after the return was filed.

Subd. 3. DATE OF FILING. For purposes of this section and section
297.36, a return filed before the last day prescribed by law for its filing is
considered filed on the last day.

return with intent to evade tax or failure with the same intent to file a return,

the tax may be assessed at any time, and a proceeding in court for the collection
of the tax must be begun within five years after the assessment.

Subd. 5. COLLECTION. Where the assessment of any tax is made within
the period of limitation properly applicable to it, the tax may be collected by a
proceeding in court, but only if begun within five years after the date of assess-
ment.

Subd. 6. SUSPENSION OF TIME; BANKRUPTCY PROCEEDINGS.
The time during which a tax must be assessed or collection proceedings com- |
menced under this chapter is suspended during the period from the date of a
filing of a petition in bankruptcy until 30 days after notice to the commissioner

of revenue that the bankruptey proceedings have been closed or dismissed, or

The suspension of the statute of limitations under this subdivision applies
to the person against whom the petition in bankruptcy is filed, and to all other
persons who may be wholly or partially liable for the tax under this chapter.

Sec. 17. Minnesota Statutes 1986, section 297C.02, subdivision 3, is amended
to read:

Subd. 3. TAX CREDIT. A qualified brewer producing fermented malt
beverages is entitled to a tax credit of $4 $4.60 per barrel on 25,000 barrels sold
in any fiscal year beginning July 1, regardless of the alcohol content of the
product. Qualified brewers may take the credit on the +5th 18th day of each
month, but the total credit allowed may not exceed in any fiscal year the lesser
of (a) the liability for tax or (b) $+66;666 $115.000.

For purposes of this subdivision, a “qualified brewer” means a brewer,
whether or not located in this state, manufacturing less than 100,000 barrels of
fermented malt beverages in the calendar year immediately preceding the calen-
dar year for which the credit under this subdivision is claimed. In determining
the number of barrels, all brands or labels of a brewer must be combined. All
facilities for the manufacture of fermented malt beverages owned or controlled
by the same person, corporation, or other entity must be treated as a single
brewer.
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Sec. 18. Minnesota Statutes 1986, section 297C.02, subdivision 4, is amended
to read:

Subd. 4. BOTTLE TAX. A tax of one cent is imposed on each bottle or
container of distilled spirits and wine. The wholesaler is responsible for the
payment of this tax when the bottles of distilled spirits and wine are removed
from inventory for sale, delivery, or shipment.

The following are exempt from the tax:
(1) miniatures of distilled spirits and wines;
(2) containers of fermented malt beverage;

(3) containers of intoxicating liquor or wine holding less than 200 millili-
ters;

(4) containers of wine intended exclusively for sacramental purposes;

(5) containers of alcoholic beverages sold to qualified, approved military
clubs;

(6) containers of alcoholic beverages sold to common carriers engaged in
interstate commerce;

(7) containers of alcoholic beverages sold to authorized food processors or
pharmaceutical firms for use exclusively in the manufacturing of food products
or medicines;

(8) containers of alcoholic beverages sold and shipped to dealers, wineries,
or distillers in other states; and

(9) containers of alcoholic beverages sold to other Minnesota wholesalers.

Sec. 19. Minnesota Statutes 1986, section 297C.03, is amended by adding
a subdivision to read:

Subd. 6. INFORMATIONAL RETURNS. Manufacturers, wholesalers, and
importers licensed to ship distilled spirits or wine into Minnesota shall file with
the commissioner a monthly informational report on a form prescribed by the
commissioner, No payment of any tax is required to be remitted with
this report. The report must be filed on or before the tenth day following the
end of each calendar month, regardless of whether or not any shipments were
made into Minnesota during the previous month. A person failing to file this
monthly report is subject to the provisions of section 297C.14, subdivision 8.

Sec. 20. Minnesota Statutes 1987 Supplement, section 297C.04, is amended
to read:

297C.04 PAYMENT OF TAX; MALT LIQUOR.
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The commissioner may by rule provide a reporting method for paying and
collecting the excise tax on fermented malt beverages. The tax is imposed upon
the first sale or importation made in this state by a licensed brewer or importer.
The rules must require reports to be filed with and the excise tax to be paid to
the commissioner on or before the 18th day of the month following the month
in which the importation into or the first sale is made in this state, whichever
first occurs. The rules must also require payments in June of 1987 and subse-
quent years according to the provisions of section 297C.05, subdivision 2.

that the commissioner requires. The return must be accompanied by a remit-
tance for the full unpaid liability shown on it.

Sec. 21. Minnesota Statutes 1986, section 297C.07, is amended to read:
297C.07 EXCEPTIONS.
The following are not subject to the excise tax:

(1) Sales by a manufacturer, brewer, or wholesaler for shipment outside the
state in interstate commerce.

(2) Sales of wine for sacramental purposes under section 340A.316.

(3) Fruit juices naturally fermented or beer naturally brewed in the home
for family use.

(4) Malt beverages served by a brewery for on-premise consumption at no
charge, or distributed to brewery employees for on-premise consumption under
a labor contract.

or pharmaceutical firms. The alcoholic beverage must be used exclusively in the
manufacture of food products or medicines. For purposes of this part, “manu-
facturer” means a manufacturer of food products intended for sale to wholesal-
ers or retailers for ultimate sale to the consumer.

(6) Sales to common carriers engaged in interstate transportation of passengers
and qualified approved military clubs, except as provided in section 297C.17.

(7) Alcoholic beverages sold or transferred between Minnesota wholesalers.

(8) Sales to a federal agency, that the state of Minnesota is prohibited from

tion of Minnesota.
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Sec. 22. [297C.17] COMMON CARRIERS.

Common carriers engaged in interstate transportation of passengers must

beverages sold within the state of Minnesota. The report and payment must be
filed by the 18th day of the month following the month in which the sale

the total sales of alcoholic beverages among states on the basis of passenger
miles in each state or some other method of allocation if written approval is
received from the commissioner.

Sec. 23. REPEALER.
Minnesota Statutes 1986, section 297C.03, subdivision 5, is repealed.

Sec. 24. EFFECTIVE DATE.

This article is effective July 1, 1988, except section 17 is effective for barrels
sold after June 1, 1987, and sections 3 and § are effective January 1, 1989.

ARTICLE 12
TAX INCREMENT FINANCING

Section 1. Minnesota Statutes 1987 Supplement, section 469.174, subdivi-
sion 2, is amended to read:

Subd. 2. AUTHORITY. “Authority” means a rural development financing
authority created pursuant to sections 469.142 to 469.150; a housing and redevelop-
ment authority created pursuant to sections 469.001 to 469.047; a port authority
created pursuant to sections 469.048 to 469.068; an economic development
authority created pursuant to sections 469.090 to 469.108; a redevelopment
agency as defined in sections 469.152 to 469.165; a municipality that is adminis-
tering a development district created pursuant to sections 469.124 to 469.134 or
any special law; a municipality that undertakes a project pursuant to sections
469.152 to 469.165, except a town located outside the metropolitan area or with
a population of 5,000 persons or less; or a municipality that exercises the powers
of a port authority pursuant to any general or special law.

Sec. 2. Minnesota Statutes 1987 Supplement, section 469.174, subdivision
7, is amended to read:

Subd. 7. ORIGINAL ASSESSED VALUE. (a) Except as provided in para-
graph (b), “original assessed value” means the assessed value of all taxable real
property within a tax increment financing district as most recently certified by
the commissioner of revenue as of the date of the request by an authority for
certification by the county auditor, together with subsequent adjustments as set
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forth in section 469.177, subdivisions 1 and 4. In determining the original
assessed value the assessed value of real property exempt from taxation at the
time of the request shall be zero, except for real property which is tax exempt by
reason of public ownership by the requesting authority and which has been
publicly owned for less than one year prior to the date of the request for
certification, in which event the assessed value of the property shall be the
assessed value as most recently determined by the commissioner of revenue.

(b) The original assessed value of any designated hazardous substance site
or hazardous substance subdistrict shall be determined on January 2 following
the date the agency or municipality certifies to the county auditor that the
agency or municipality has entered a redevelopment or other agreement for the
removal actions or remedial actions specified in a development response action
plan, or otherwise provided funds to finance the development response action

specified in a development response action plan to be undertaken with respect to
the parcel as certified to the county auditor by the municipality or agency, (iii)

(c) The original assessed value of a hazardous substance site or subdistrict
shall be increased by the amourit by which it was reduced pursuant to paragraph
(b), clause (ii), upon certification by the municipality that the removal and
remedial actions specified in the development response action plan, except for
long-term monitoring and similar activities, have been completed.

(d) For purposes of this subdivision, “real property” shall include any prop-
erty normally taxable as personal property by reason of its location on or over
publicly-owned property.

Sec. 3. Minnesota Statutes 1987 Supplement, section 469.174, subdivision
10, is amended to read:

Subd. 10. REDEVELOPMENT DISTRICT. (a) “Redevelopment district”
means a type of tax increment financing district consisting of a project, or
portions of a project, within which the authority finds by resolution that one of
the following conditions, reasonably distributed throughout the district, exists:

(1) 70 percent of the parcels in the district are occupied by buildings,
streets, utilities, or other improvements and more than 50 percent of the build-
ings, not including outbuildings, are structurally substandard to a degree requir-
ing substantial renovation or clearance; or

(2) 70 percent of the parcels in the district are occupied by buildings,
streets, utilities, or other improvements and 20 percent of the buildings are
structurally substandard and an additional 30 percent of the buildings are found
to require substantial renovation or clearance in order to remove such existing
conditions as: inadequate street layout, incompatible uses or land use relation-
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ships, overcrowding of buildings on the land, excessive dwelling unit density,
obsolete buildings not suitable for improvement or conversion, or other identified
hazards to the health, safety, and general well-being of the community; or

(3) less than 70 pereent of the pareels in the distriet are eceupied by build-
ings; streets; utilities; or other improvements; but due to unusual terrain or seil
deficiencies requiring substantial flling; grading; or other physieal preparation
for use at least 80 pereent of the iotal aecreage of such land has a fair market
value upon inclusion in the redevelopment district whieh; when added to the
estimated cost of preparing that land for development; excluding eosts directly
related to ronds as defined in seetion 160-04 and loeal improvements a9 deseribed
in seetion 420-021; subdivision 1; elauses 1 to 7 1+ and 12; and 4306:-01; if any;
exeeeds its antioipated fair market value after completion of the preparation:
Neo pareel shall be ineluded within a redevelopment distriet pursuant to this
peragraph unless the autherity has conecluded an agreement or agreements for
the development of at least 50 pereent of the aereage having the unusual soit or
the develoepment not be completed: or

) the property consists of underutilized air rights existing over a public
street, highway, or right-of-way; or

€53 (4) the property consists of vacant, unused, underused, inappropriately
used, or infrequently used railyards, rail storage facilities, or excessive or vacated
railroad rights-of-way; or

€6) (5) the district consists of an existing or proposed industrial park no
greater in size than 250 acres, which contains a sewage lagoon contaminated
with polychlorinated biphenyls,

(b) For purposes of this subdivision, “structurally substandard” shall mean
containing defects in structural elements or a combination of deficiencies in
essential utilities and facilities, light and ventilation, fire protection including
adequate egress, layout and condition of interior partitions, or similar factors,
which defects or deficiencies are of sufficient total significance to justify substan-
tial renovation or clearance.

Sec. 4. Minnesota Statutes 1987 Supplement, section 469.174, subdivision
11, is amended to read:

Subd. 11. HOUSING DISTRICT. “Housing district” means a type of tax
increment financing district which consists of a project, or a portion of a project,
intended for occupancy, in part, by persons or families of low and moderate
income, as defined in chapter 462A, Title II of the National Housing Act of
1934, the National Housing Act of 1959, the United States Housing Act of 1937,
as amended, Title V of the Housing Act of 1949, as amended, any other similar
present or future federal, state, or municipal legislation, or the regulations promul-
gated under any of those acts. A project does not qualify under this subdivision
if the fair market value of the improvements which are constructed for commer-
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more than one-third of the total fair market value of the planned improvements
in the development plan or agreement. The fair market value of the improve-
ments may be determined using the cost of construction, capitalized income, or
other appropriate method of estimating market value.

Sec. 5. Minnesota Statutes 1987 Supplement, section 469.174, is amended
by adding a subdivision to read:

Subd. 16. DESIGNATED HAZARDOUS SUBSTANCE SITE. “Desig-
nated hazardous substance site” means any parcel or parcels with respect to
which the authority or municipality has certified to the county auditor that the
authority or municipality has entered into a redevelopment or other agreement
providing for the removal actions or remedial actions specified in a development
response action plan or the municipality or authority will use other available

remedial actions.

Sec. 6. Minnesota Statutes 1987 Supplement, section 469.174, is amended
by adding a subdivision to read:

Subd. 17. DEVELOPMENT ACTION RESPONSE PLAN. “Development
action response plan” means a plan or proposal for removal actions or remedial
actions if the plan or proposal is submitted to the pollution control agency and

commissioner of the agency as reasonable and necessary to protect the pub-
lic health, welfare, and environment. :

Sec. 7. Minnesota Statutes 1987 Supplement, section 469.174, is amended
by adding a subdivision to read:

Subd. 18. TERMS DEFINED IN OTHER CHAPTERS. The terms “re-
moval,” “remedy,” “remedial action,” “response,” “hazardous substance,” and
“pollutant or contaminant” have the meanings given in section 115B.02. The
term “petroleum™ has the meaning given in section 115C.02.

Sec. 8. Minnesota Statutes 1987 Supplement, section 469.174, is amended
by adding a subdivision to read:

Subd. 19. SOILS CONDITION DISTRICTS. (a) “Soils condition district”
means a type of tax increment financing district consisting of a project, or
portions of a project, within which the authority finds by resolution that the
following conditions exist:

(1) less than 70 percent of the parcels in the district are occupied by build-
ings, streets, utilities, or other improvements;

excluding costs directly related to roads as defined in section 160.01 and local
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improvements as described in section 429.021, subdivision 1, clauses (1) to (7),

inclusion in the district exceeds the anticipated fair market value of the land
upon completion of the preparation.

(b) An area does not qualify as a soils condition district if it contains a
wetland, as defined in section 105.37, unless the development agreement prohib-

assurances for preservation of the wetland are provided.

(c) If the district is located in the metropolitan area, the proposed develop-

e bmema i — T —— ———

the municipality’s land use plan adopted in accordance with sections 473.851 to
473.872 and reviewed by the metropolitan council under section 473.175. If the

concluded an agreement or agreements for the development of at least 50 per-
cent of the acreage having the unusual soil or terrain deficiencies. The agree-
ment must provide recourse for the authority if the development is not completed,

Sec. 9. Minnesota Statutes 1987 Supplement, section 469.175, subdivision
1, is amended to read:

Subdivision 1. TAX INCREMENT FINANCING PLAN. A tax increment
financing plan shall contain:

(1) a statement of objectives of an authority for the improvement of a
project;

(2) a statement as to the development program for the project, including the
property within the project, if any, that the authority intends to acquire;

(3) a list of any development activities that the plan proposes to take place
within the project, for which contracts have been entered into at the time of the
preparation of the plan, including the names of the parties to the contract, the
activity governed by the contract, the cost stated in the contract, and the expected
date of completion of that activity;

(4) identification or description of the type of any other specific develop-
ment reasonably expected to take place within the project, and the date when
the development is likely to occur;

(5) estimates of the following;
(i) cost of the project, including administration expenses;

(ii) amount of bonded indebtedness to be incurred;
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(iii) sources of revenue to finance or otherwise pay public costs;

(iv) the most recent assessed value of taxable real property within the tax
increment financing district;

(v) the estimated captured assessed value of the tax increment financing
district at completion; and

(vi) the duration of the tax increment financing district’s existence; and

(6) & statement statements of the authority’s estimate alternate estimates of |
the impact of tax increment financing on the assessed values of all taxing juris- |
dictions in which the tax increment financing district is located in whole or in |
part. For purposes of one statement, the authority shall assume that the esti-
mated captured assessed value would be available to the taxing jurisdictions
without creation of the district, and for purposes of the second statement, the
authority shall assume that none of the estimated captured assessed value would
be available to the taxing jurisdictions without creation of the district;

(7) identification and description of studies and analyses used to make the

(8) identification of all parcels to be included in the district.

Sec. 10. Minnesota Statutes 1987 Supplement, section 469.175, is amended
by adding a subdivision to read:

Subd. la. INCLUSION OF COUNTY ROAD COSTS. (a) The county
board may require the authority to pay all or a portion of the cost of county
road improvements out of increment revenues, if the following conditions occur:

contemplates construction of a development that will, in the judgment of the
county, substantially increase the use of county roads requiring construction of
road improvements or other road costs;

(2) the proposed tax increment financing district is a soils condition district;
and

(3) the road improvements or other road costs, in the opinion of the county,
would not reasonably be expected to be needed within the reasonably foresee-
able future if the tax increment financing plan were not implemented.

(b) If the county elects to use increments to finance the road improvements,
the county must notify the authority and municipality within 30 days after
receipt of the information on the proposed tax increment district under subdivi-
sion 2. The notice must include the estimated cost of the road improvements

include the improvements in the tax increment financing plan. The improve-
ments may be financed with the proceeds of tax increment bonds or the authori-

New language is indicated by underline, deletions by steilcesut.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



1983 LAWS of MINNESOTA for 1988 Ch. 719, Art. 12

ty and the county may agree that the county will finance the improvements with
county funds to be repaid in installments, with or without interest, out of

costs exceed the projected amount of the increment revenues, the county and
authority shall negotiate an agreement, modifying the development plan or pro-
posed road improvements that will permit financing of the costs before the tax
increment financing plan may be approved.

Sec. 11. Minnesota Statutes 1987 Supplement, section 469.175, subdivi-
sion 2, is amended to read:

Subd. 2. CONSULTATIONS; COMMENT AND FILING. Before forma-
tion of a tax increment financing district, the authority shall provide an opportunity
to the members of the county boards of commissioners of any county in which
any portion of the proposed district is located and the members of the school
board of any school district in which any portion of the proposed district is
located to meet with the authority. The authority shall present to the members
of the county boards of commissioners and the school boards its estimate of the
fiscal and economic implications of the proposed tax increment financing dis~
trict. The information on the fiscal and economic implications of the plan must

modification of the proposal to the authority after receipt of the information,
The members of the county boards of commissioners and the school boards may
present their comments at the public hearing on the tax increment financing
plan required by subdivision 3. Fhe eounty auditor shall not eertify the original
assessed value of & distriet pursuant to seetion 469177 subdivision 4; until the
eounty beard of commissioners has presented its written comment on the pro-
posal to the autherity; or 30 days has passed from the date of the transmittal by
the autherity to the beard of the information regarding the fiseal and economie
implieations; whiehever oeeurs first= Upon adoption of the tax increment financ-
ing plan, the authority shall file a copy of the plan with the commissioner of
energy trade and economic development. The authority must also file with the
commissioner a copy of the development plan for the project area.

Sec. 12. Minnesota Statutes 1987 Supplement, section 469.175, subdivi-
sion 3, is amended to read:

Subd. 3. MUNICIPALITY APPROVAL. A county auditor shall not certify
the original assessed value of a tax increment financing district until the tax
increment financing plan proposed for that district has been approved by the
municipality in which the district is located. If an authority that proposes to
establish a tax increment financing district and the municipality are not the
same, the authority shall apply to the municipality in which the district is
proposed to be located and shall obtain the approval of its tax increment financ-
ing plan by the municipality before the authority may use tax increment financ-
ing. The municipality shall approve the tax increment financing plan only after
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a public hearing thereon after published notice in a newspaper of general circula-
tion in the municipality at least once not less than ten days nor more than 30
days prior to the date of the hearing. This hearing may be held before or after
the approval or creation of the project or it may be held in conjunction with a
hearing to approve the project. Before or at the time of approval of the tax
increment financing plan, the municipality shall make the following findings,
and shall set forth in writing the reasons and supporting facts for each determi-
nation:

(1) that the proposed tax increment financing district is a redevelopment
district, a mined underground space development district, a housing district, a
soils condition district, or an economic development district; if the proposed
district is a redevelopment district, the reasons and supporting facts for the
determination that the district meets ;b_e criteria of section 469.174, subdivision

10, paragraph (a), clauses (1) to (5), must be retained and made available to the
public by the authority until the district has been terminated.

(2) that the proposed development or redevelopment, in the opinion of the
municipality, would not reasonably be expected to occur solely through private
investment within the reasonably foreseeable future and therefore the use of tax
increment financing is deemed necessary.

(3) that the tax increment financing plan conforms to the general plan for
the development or redevelopment of the municipality as a whole.

(4) that the tax increment financing plan will afford maximum opportunity,
consistent with the sound needs of the municipality as a whole, for the develop-
ment or redevelopment of the project by private enterprise.

(5) that the municipality elects the method of tax increment computation |
set forth in section 469.177, subdivision 3, clause (b), if applicable. '

When the municipality and the authority are not the same, the municipality
shall approve or disapprove the tax increment financing plan within 60 days of
submission by the authority, or the plan shall be deemed approved. When the
municipality and the authority are not the same, the municipality may not {
amend or modify a tax increment financing plan except as proposed by the |
authority pursuant to subdivision 4. Once approved, the determination of the f
authority to undertake the project through the use of tax increment financing |
and the resolution of the governing body shall be conclusive of the findings
therein and of the public need for the financing,

Sec. 13. Minnesota Statutes 1987 Supplement, section 469 175, subdivi-
sion 4, is amended to read:

Subd. 4. MODIFICATION OF PLAN. (a) A tax increment financing plan
may be modified by an authority, provided that any reduction or enlargement of
geographic area of the project or tax increment financing district, increase in
amount of bonded indebtedness to be incurred, including a determination to
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capitalize interest on the debt if that determination was not a part of the original
plan, or to increase or decrease the amount of interest on the debt to be capital-
ized, increase in the portion of the captured assessed value to be retained by the
authority, increase in total estimated tax increment expenditures or designation
of additional property to be acquired by the authority shall be approved upon
the notice and after the discussion, public hearing, and findings required for
approval of the original plan; provided that if an authority changes the type of
district from housing, redevelopment, or economic development to another type
of district, this change shall not be considered a modification but shall require
the authority to follow the procedure set forth in sections 469.174 to 469.179 for
adoption of a new plan, including certification of the assessed valuation of the
district by the county auditor. If a redevelopment district is enlarged, the

—_— e e e e e A =

district meets the criteria of section 469.174, subdivision 10, paragraph (a),
clauses (1) to (5), must be documented. The requirements of this paragraph do
not apply if (1) the only modification is elimination of parcels from the project
or district and (2)(A) the current assessed value of the parcels eliminated from
the district equals or exceeds the assessed value of those parcels in the district’s
original assessed value or (B) the authority agrees that, notwithstanding sec-
tion 469.177, subdivision 1, the original assessed value will be reduced by no

The authority must notify the county auditor of any modification that reduces or
enlarges the geographic area of a district or a project area.

(b) The geographic area of a tax increment financing district may be reduced,
but shall not be enlarged after five years following the date of certification of the
original assessed value by the county auditor or after August 1, 1984, for tax
increment financing districts authorized prior to August 1, 1979; exeept that
development distriets ereated pursuant to Minnesete Statutes 1978; chapter
4724 prior to August 1; 1979; may be reduced but shall not be enlarged after

Sec. 14. Minnesota Statutes 1987 Supplement, section 469.175, is amended
by adding a subdivision to read:

Subd. 7. CREATION OF HAZARDOUS SUBSTANCE SUBDISTRICT;
RESPONSE ACTIONS. (a) A municipality or authority which is creating or has
created a tax increment financing district may establish within the district a
hazardous substance subdistrict upon the notice and after the discussion, public
hearing, and findings required for approval of the original plan. The geographic

inclusion by the municipality or authority that are designated hazardous sub-
stance sites, and any additional parcels in the district designated for inclusion
that are contiguous except for the interposition of a right-of-way. Before or at
the time of approval of the tax increment financing plan, the municipality must
make the findings under paragraphs (b) to (d), and set forth in writing the
reasons and supporting facts for each,
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(b) Development or redevelopment of the site, in the opinion of the munici-
pality, would not reasonably be expected to occur solely through private invest-
ment and tax increment otherwise available, and therefore the hazardous substance

district is deemed necessary.

(c) Other parcels that are not designated hazardous substance sites are
expected to be developed together with a designated hazardous substance site. |

(d) The subdistrict is not larger than, and the period of time during which
increments are elected to be received is not longer than, that which is necessary |
in the opinion of the municipality to provide for the additional costs due to the |
designated hazardous substance site.

(e) Upon request by a municipality or authority that has incurred expenses
for removal or remedial actions to implement a development response action
plan, the attorney general may:

(1) bring a civil action on behalf of the municipality or authority to recover
the expenses, including administrative costs and litigation expenses, under sec-
tion 115B.04 or other law; or

(2) assist the municipality or agency in bringing an action as described in
clause (1), by providing legal and technical advice, intervening in the action, or
other appropriate assistance.

The decision to participate in any action to recover expenses is at the discretion
of the attorney general.

(f) If the attorney general brings an action as provided in paragraph (e),
clause (1), the municipality or authority shall certify its reasonable and necessary
expenses incurred to implement the development response action plan and shall
cooperate with the attorney general as required to effectively pursue the action.
The certification by the municipality or authority is prima facie evidence that
the expenses are reasonable and necessary. The attorney general may deduct
litigation expenses incurred by the attorney general from any amounts recovered
in an action brought under paragraph (e), clause (1). The municipality or
authority shall reimburse the attorney general for litigation expenses not recov-
ered in an action under paragraph (e), clause (1), and for litigation expenses
incurred to assist in bringing an action under paragraph (e). clause (1). All
money recovered or paid to the attorney general for litigation expenses under
this paragraph shall be paid to the general fund of the state for deposit to the
account of the attorney general. For the purposes of this section, “litigation
expenses” means attorney fees and costs of discovery and other preparation for
litigation.

(g) The municipality or authority shall reimburse the pollution control agency
for its administrative expenses incurred to review and approve a development
action response plan and associated activities, and for expenses incurred for any
services rendered to the attorney general to support the attorney general in

New language is indicated by underline, deletions by strikeount.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



1987 LAWS of MINNESOTA for 1988 Ch. 719, Art. 12

actions brought or assistance provided under paragraph (). All money paid to
the pollution control agency under this paragraph shall be deposited in the
environmental response, compensation and compliance fund.

(h) Actions taken by a municipality or authority consistent with a develop-
ment response action plan are deemed to be authorized response actions for the
purpose of section 115B.17, subdivision 12. A municipality or agency that takes
actions consistent with a development response action plan qualifies for the
defenses available under sections 115B.04, subdivision 11, and 115B.05, subdi-
vision 9.

(i) All money recovered by a municipality or authority in an action brought

the pollution control agency must be treated as excess increments and be distrib-
uted as provided in section 469.176, subdivision 2, clause (4), to the extent the

Sec. 15. Minnesota Statutes 1987 Supplement, section 469.176, subdivi-
sion 1, is amended to read:

Subdivision 1. DURATION OF TAX INCREMENT FINANCING DIS-
TRICTS, (a) Subject to the limitations contained in paragraphs (b) to (f), any tax
increment financing district as to which bonds are outstanding, payment for
which the tax increment and other revenues have been pledged, shall remain in
existence at least as long as the bonds continue to be outstanding.

(b) The tax increment pledged to the payment of the bonds and interest
thereon may be discharged and the tax increment financing district may be
terminated if sufficient funds have been irrevocably deposited in the debt service
fund or other escrow account held in trust for all outstanding bonds to provide
for the payment of the bonds at maturity or date of redemption and interest
thereon to the maturity or redemption date.

(c) For bonds issued pursuant to section 469.178, subdivisions 2 and 3, the
full faith and credit and any taxing powers of the municipality or authority shall
continue to be pledged to the payment of the bonds until the principal of and
interest on the bonds has been paid in full.

(d) No tax increment shall be paid to an authority for a tax increment
financing district after three years from the date of certification of the original
assessed value of the taxable real property in the district by the county auditor
or after August 1, 1982, for tax increment financing districts authorized prior to
August 1, 1979, unless within the three-year period (1) bonds have been issued
pursuant to section 469.178, or in aid of a project pursuant to any other law,
except revenue bonds issued pursuant to sections 469.152 to 469.165, prior to

| August 1, 1979, or (2) the authority has acquired property within the district, or
‘ (3) the authority has constructed or caused to be constructed public improve-
ments within the district.
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(e) No tax increment shall in any event be paid to the authority from a
redevelopment district after 25 years from date of receipt by the authority of the
first tax increment, after 25 years from the date of the receipt for a housing
district, after 25 years from the date of the receipt for a mined underground
space development district, after 12 years from approval of the tax increment
financing plan for a soils condition district, and after eight years from the date
of the receipt, or ten years from approval of the tax increment financing plan,
whichever is less, for an economic development district.

For tax increment financing districts created prior to August 1, 1979, no tax
increment shall be paid to the authority after 30 years frem Ausgust 4; 1979
April 1, 2001, or the term of a nondefeased bond or obligation outstanding on

authority after August 1, 2009, from such a district. If a district’s termination
date is extended beyond April 1, 2001, because bonds were outstanding on April
1, 1990, with maturities extending beyond April 1, 2001, the following restric-
tions apply. No increment collected from the district may be expended after
April 1, 2001, except to pay or defease (i) bonds issued before April 1, 1990, or
(ii) bonds issued to refund the principal of the outstanding bonds and pay
associated issunance costs, provided the average maturity of the refunding bonds
does not exceed the bonds refunded. '

(f) Modification of a tax increment financing plan pursuant to section 469.175,
subdivision 4, shall not extend the durational limitations of this subdivision.

(g) If a parcel of a district is part of a designated hazardous substance site or |
a hazardous substance subdistrict, tax increment may be paid to the authority

from the parcel for longer than the period otherwise provided by this subdivi-
sion. The extended period for collection of tax increment begins on the date of
receipt of the first tax increment from the parcel that is more than any tax
increment received from the parcel before the date of the certification under

certification to the county auditor described in section 469.175, subdivision 7,
paragraph (b). The extended period for collection of tax increment is the lesser
oft (1) 25 years from the date of commencement of the extended period; or (2)
the period necessary to recover the costs of removal actions or remedial actions
specified in a development response action plan.

» Sec. 16. Minnesota Statutes 1987 Supplement, section 469.176, subdivi-
sion 4, is amended to read:

Subd. 4. LIMITATION ON USE OF TAX INCREMENT; GENER-
AL RULE. &) All revenues derived from tax increment shall be used in accord-
ance with the tax increment financing plan. The revenues shall be used solely
for the following purposes: (1) to pay the principal of and interest on bonds
issued to finance a project; (2) by a rural development financing authority for the
purposes stated in section 469.142, by a port authority or municipality exercis-
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ing the powers of a port authority to finance or otherwise pay the cost of
redevelopment pursuant to sections 469.048 to 469.068, by an economic devel-
opment authority to finance or otherwise pay the cost of redevelopment pursu-
ant to sections 469.090 to 469.108, by a housing and redevelopment authority or
economic development authority to finance or otherwise pay public redevelop-
ment costs pursuant to sections 469.001 to 469.047, by a municipality or eco-
nomic development authority to finance or otherwise pay the capital and
administration costs of a development district pursuant to sections 469.124 to
469.134, by a municipality or redevelopment agency to finance or otherwise pay
premiums for insurance or other security guaranteeing the payment when due of
principal of and interest on the bonds pursuant to chapter 462C, sections 469.152
to 469.165, or both, or to accumulate and maintain a reserve securing the
payment when due of the principal of and interest on the bonds pursuant to
chapter 462C, sections 469.152 to 469.165, or both, which revenues in the
reserve shall not exceed, subsequent to the fifth anniversary of the date of issue
of the first bond issue secured by the reserve, an amount equal to 20 percent of
the aggregate principal amount of the outstanding and nondefeased bonds secured
by the reserve.

Subd. 4a. MINED UNDERGROUND SPACE DISTRICTS. Revenue derived
from tax increment from a mined underground space development district may
be used only to pay for the costs of excavating and supporting the space, of
providing public access to the mined underground space including roadways,
and of installing utilities including fire sprinkler systems in the space.

) Subd. 4b. SOILS CONDITION DISTRICTS. Revenue derived from
tax increment from a soils condition district under section 469.174, subdivision
19, may be used only to (1) acquire parcels on which the improvements described
in clause (2) will occur; (2) pay for the cost of correcting the unusual terrain or
soil deficiencies and the additional cost of installing public improvements direct-
ly caused by the deficiencies; and (3) pay for the administrative expenses of the
authority allocable to the district. The sale by the authority of a parcel acquired
and improved as described in clauses (1) and (2) must be for a price that is no
less than the cost of acquisition.

Subd. 4c. ECONOMIC DEVELOPMENT DISTRICTS. Revenue derived
from tax increment from an economic development district may not be used to
provide improvements, loans, subsidies, grants, interest rate subsidies, or assist-
ance in any form to developments consisting of buildings and ancillary facilities,
if 25 percent of the buildings and facilities (determined on the basis of square
footage) are used for the purposes listed in section 144(a)(8) of the Internal
Revenue Code of 1986 (determined without regard to the 25 percent restriction
in subparagraph (A)). The restrictions under this paragraph apply only to dis-
tricts located in development regions, as defined in section 462.384, with popu-
lations in excess of 1,000,000, Population must be determined under the provisions
of section 477A.011,

Subd. 4d. HOUSING DISTRICTS. Revenue derived from tax increment

from a housing district must be used solely to finance the cost of housing

projects as defined in section 469.174, subdivision 11, The cost of public
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improvements directly related to the housing projects and the allocated adminis-
trative expenses of the uthorltx may be included in th_e cost of a housing

grolect

Subd. 4e. HAZARDOUS SUBSTANCE SUBDISTRICTS. The additional
tax increment received by the municipality from a hazardous substance subdis-
trict as a result of a reduction in original assessed value pursuant to section
469 174, subdivision 7, paragraph (b), or as a result of the extension of the
period for collection of tax increment from a 1, hazardous substance site or subdis-
trict prov1ded for in section 469.176, subdivision 1, paragraph (g), may be used
only to pay or reimburse the costs of: (1) removal actions or remedial actions
with respect to hazardous substances or pollutants or contaminants or petroleum
releases affecting or which may affect the designated hazardous substance site;
(2) pollution testing, demolition, and soil compaction correction necessitated by
the development response action plan for the designated hazardous substance
site; and (3) related administrative and legal costs, including costs of review and
approval of development response action plans by the pollution control agency
and litigation expenses of the attorney general.

Subd. 4f. INTEREST REDUCTION. Revenues derived from tax incre-
ment may be used to finance the costs of an interest reduction program operated
pursuant to section 469.012, subdivisions 7 to 10, or pursuant to other law
granting interest reduction authority and power by reference to those subdivi-
sions only under the following conditions: (1) tax increments may not be
collected for a program for a period in excess of 12 years after the date of the
first interest rate reduction payment for the program, (2) tax increments may not
be used for an interest reduction program, if the proceeds of bonds issued
pursuant to section 469.178 after December 31, 1985, have been or will be used
to provide financial assistance to the specific project which would receive the
benefit of the interest reduction program, and (3) tax increments may not be
used to finance an interest reduction program for owner-occupied single-family
dwellings.

() Subd. 45, GENERAL GOVERNMENT USE PROHIBITED. These
revenues shall not be used to circumvent existing levy limit law. No revenues
derived from tax increment from any district, whether certified before or after
August 1, 1979, shall be used for the acquisition, construction ef, renovation,
operation, or maintenance of a munieipally ewned building to be used primarily
and regularly for conducting the business of the a mun1c1pa11ty county, school
district, or any other local unit of government or the state or federal govern-
ment. This provision shall not prohibit the use of revenues derived from tax
increments for the construction or renovation of a parking structure, a commons
area used as a public park, or a facility used for social, recreational, or confer-
ence purposes and not primarily for conducting the business of the municipality.

Subd. 4h, COUNTY COSTS. (a) Tax increments may be used to pay for
the county’s actual administrative expenses under sections 469.174 to ) 469.179.
I_lﬁ county may require payment of those expenses by February 15 of the year
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after the year in which the expenses are incurred. The amount of these pay-

project. To obtain payment for actual administrative costs, the county auditor
must submit to the authority a record of costs incurred by the county auditor

(b) Tax increments may be used to pay county road costs as provided in
section 469.175, subdivision la.

county, the revenue derived from tax increments from parcels located in one
county must be expended for the direct and primary benefit of a project located
or conducted within that county, unless the county boards of each of the coun-
ties involved agree to waive this requirement.

Sec. 17. Minnesota Statutes 1987 Supplement, section 469.176, subdivi-
sion 3, is amended to read:

Subd. 5. REQUIREMENT FOR AGREEMENTS. No more than 25 percent,
by acreage, of the property to be acquired within a project which contains a
redevelopment district, or ten percent, by acreage, of the property to be acquired
within a project which contains a housing or economic development district, as
set forth in the tax increment financing plan, shall at any time be owned by an
authority as a result of acquisition with the proceeds of bonds issued pursuant to
section 469.178 unless prior to acquisition in excess of the percentages, the
authority has concluded an agreement for the development or redevelopment of
the property acquired and which provides recourse for the authority should the
development or redevelopment not be completed. This subdivision does not
apply to a parcel of a district that is a designated hazardous substance site
established under section 469.174, subdivision 16, or part of a hazardous sub-
stance subdistrict established under section 469.175, subdivision 7.

Sec. 18. Minnesota Statutes 1987 Supplement, section 469.176, subdivi-
sion 6, is amended to read:

Subd. 6. ACTION REQUIRED., If, after four years from the date of
certification of the original assessed value of the tax increment financing district
pursuant to section 469.177, no demolition, rehabilitation, or renovation of
property or other site preparation, including improvement of a street adjacent to
a parcel but not installation of utility service including sewer or water systems,
has been commenced on a parcel located within a tax increment financing
district by the authority or by the owner of the parcel in accordance with the tax
increment financing plan, no additional tax increment may be taken from that
parcel, and the original assessed value of that parcel shall be excluded from the
original assessed value of the tax increment financing district. If the authority or
the owner of the parcel subsequently commences demolition, rehabilitation, or
renovation or other site preparation on that parcel including improvement of a
street adjacent to that parcel, in accordance with the tax increment financing
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plan, the authority shall certify to the county auditor that the activity has
commenced, and the county auditor shall certify the assessed value thereof as
most recently certified by the commissioner of revenue and add it to the original
assessed value of the tax increment financing district. The county auditor must
enforce the provisions of this subdivision. The authority must submit to the
county auditor evidence that the required activity has taken place for each
parcel in the district. The evidence for a parcel must be submitted by February
1 of the fifth year following the year in which the parce] was certified as included
in the district.

Sec. 19. Minnesota Statutes 1987 Supplement, section 469.177, subdivi-
sion 1, is amended to read:

Subdivision 1. ORIGINAL ASSESSED VALUE. Upon or after adoption
of a tax increment financing plan, the auditor of any county in which the district
is situated shall, upon request of the authority, certify the original assessed value
of the tax increment financing district as described in the tax increment financ-
ing plan and shall certify in each year thereafter the amount by which the
original assessed value has increased or decreased as a result of a change in tax
exempt status of property within the district, reduction or enlargement of the
district or changes pursuant to subdivision 4. In the case of a mined under-
ground space development district the county auditor shall certify the original
assessed value as zero, plus the assessed value, if any, previously assigned to any
subsurface area included in the mined underground space development district
pursuant to section 272.04. For districts approved under section 469.175, sub-
division 3, or parcels added to existing districts after May 1, 1988, if the
c1a551ﬁcat10n under secuon 273.13 of property located in a district changes to a

that property must be redetermined at the time when itsuse is ¢ hanged as 1f the
property had origin allx been classified i in th_e same class in in which it is classified
after its use is changed. The amount to be added to the original assessed value
of the district as a result of previously tax exempt real property within the
district becoming taxable shall be equal to the assessed value of the real property
as most recently assessed pursuant to section 273.18 or, if that assessment was
made more than one year prior to the date of title transfer rendering the proper-
ty taxable, the value assessed by the assessor at the time of the transfer. The
amount to be added to the original assessed value of the district as a result of
enlargements thereof shall be equal to the assessed value of the added real
property as most recently certified by the commissioner of revenue as of the date
of modification of the tax increment financing plan pursuant to section 469.1735,
subdivision 4. For districts approved under section 469.175, subdivision 3, or
parcels added to existing districts after May 1, 1988, if the assessed value of a
property increases because the property no longer qualifies under the Minnesota

agricultural property tax law, section 273.111; the Minnesota open space proper-
ty tax law, section 273.112; or the metropolitan a gncultural preserves act, chap-
ter 473H or or because g_atted ummproved property is improved or three years
pass after a pproval of the plat under section 273.11, ‘subdivision 1 the increase
in assessed value must be added to the original assessed value. Each year the
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auditor shall also add to the original assessed value of each economic develop-
ment district an amount equal to the original assessed value for the preceding
year multiplied by the average percentage increase in the assessed valuation of
all property included in the economic development district during the five years
prior to certification of the district. The amount to be subtracted from the
original assessed value of the district as a result of previously taxable real
property within the district becoming tax exempt, or a reduction in the geo-
graphic area of the district, shall be the amount of original assessed value
initially attributed to the property becoming tax exempt or being removed from
the district. If the assessed value of property located within the tax increment
financing district is reduced by reason of a court-ordered abatement, stipulation
agreement, voluntary abatement made by the assessor or auditor or by order of
the commissioner of revenue, the reduction shall be applied to the original
assessed value of the district when the property upon which the abatement is
made has not been improved since the date of certification of the district and to
the captured assessed value of the district in each year thereafter when the
abatement relates to improvements made after the date of certification. The
county auditor may specify reasonable form and content of the request for
certification of the authority and any modification thereof pursuant to section
469,175, subdivision 4.

Sec. 20. Minnesota Statutes 1987 Supplement, section 469.177, is amended
by adding a subdivision to read:

Subd, la. ORIGINAL MILL RATE, (a) At the time of the initial certificat-

ion of the original assessed value for a tax increment financing district, the

county auditor shall certify the original mill rate that applies to the district. The
original mill rate is the sum of all the mill rates that apply to a property in the
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district for the taxes payable in the calendar year in which the initial certificat-

rate applicable to properties in the tax increment financing district varies, the
mill rate must be computed by determining the average total mill rate in the
district, weighted on the basis of assessed value. The resulting mill rate is the

(b) In the case of districts certified during calendar year 1988, the original
mill rate equals the amount calculated under paragraph (a) multiplied by 0.45.

Sec. 21. Minnesota Statutes 1987 Supplement, section 469.177, subdivi-
sion 3, is amended to read:

Subd. 3. TAX INCREMENT, RELATIONSHIP TO CHAPTER 473F. (a)
Unless the governing body elects pursuant to clause (b) the following method of
computation shall apply:

(1) The original assessed value and the current assessed value shall be
determined before the application of the fiscal disparity provisions of chapter
473F. Where the original assessed value is equal to or greater than the current
assessed value, there is no captured assessed value and no tax increment deter-
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mination. Where the original assessed value is less than the current assessed
value, the difference between the original assessed value and the current assessed
value is the captured assessed value. This amount less any portion thereof
which the authority has designated, in its tax increment financing plan, to share
with the local taxing districts is the retained captured assessed value of the
authority.

(2) The county auditor shall exclude the retained captured assessed value of
the authority from the taxable value of the local taxing districts in determining
local taxing district mill rates. The mill rates so determined are to be extended
against the retained captured assessed value of the authority as well as the
taxable value of the local taxing districts. The tax generated by the extension of
the lesser of (A) the local taxing district mill rates or (B) the original mill rate to
the retained captured assessed value of the authority is the tax increment of the
authority. .

(b) The governing body may, by resolution approving the tax increment
financing plan pursuant to section 469.175, subdivision 3, elect the following
method of computation:

(1) The original assessed value shall be determined before the application of
the fiscal disparity provisions of chapter 473F. The current assessed value shall
exclude any fiscal disparity commercial-industrial assessed value increase between
the original year and the current year multiplied by the fiscal disparity ratio
determined pursuant to section 473F.08, subdivision 6. Where the original
assessed value is equal to or greater than the current assessed value, there is no
captured assessed value and no tax increment determination. Where the origi-
nal assessed value is less than the current assessed value, the difference between
the original assessed value and the current assessed value is the captured assessed
value. This amount less any portion thereof which the authority has designated,
in its tax increment financing plan, to share with the local taxing districts is the
retained captured assessed value of the authority.

(2) The county auditor shall exclude the retained captured assessed value of
the authority from the taxable value of the local taxing districts in determining
local taxing district mill rates. The mill rates so determined are to be extended
against the retained captured assessed value of the authority as well as the
taxable value of the local taxing districts. The tax generated by the extension of
the lesser of (A) the local taxing district mill rates or (B) the original mill rate to
the retained captured assessed value of the authority is the tax increment of the
authority.

(3) An election by the governing body pursuant to past paragraph (b) shall
be submitted to the county auditor by the authority at the time of the request for
certification pursuant to subdivision 1.

(c) The method of computation of tax increment applied to a district pursu-
ant to elause paragraph (a) or (b) shall remain the same for the duration of the
district, except that the governing body may elect to change its election from the
method of computation in paragraph (a) to the method in paragraph (b).
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Sec. 22. Minnesota Statutes 1987 Supplement, section 469.177, subdivi-
sion 4, is amended to read:

Subd. 4. PRIOR PLANNED IMPROVEMENTS. The authority shall, after
diligent search, accompany its request for certification to the county auditor
pursuant to subdivision 1, or its notice of district enlargement pursuant to
section 469,175, subdivision 4, with a listing of all properties within the tax
increment financing district or area of enlargement for which building permits
have been issued during the 18 months immediately preceding approval of the
tax increment financing plan by the municipality pursuant to section 469.175,
subdivision 3. The county auditor shall increase the original assessed value of
the district by the assessed valuation of the imprevements each improvement
for which the a building permit was issued; exeluding the assessed valuation of
improvements for which a building permit was issued during the three-month
as certified by the assessor.
Sec. 23. Minnesota Statutes 1987 Supplement, section 469.177, is amended
by adding a subdivision to read:

Subd. 9. DISTRIBUTIONS OF EXCESS TAXES ON CAPTURED VALUE.,
increment, the county auditor shall distribute the excess to the municipality,
county, and school diswrict as follows: each governmental unit’s share of the
excess equals

multiplied by

(2) a fraction, the numerator of which js the current mill rate of the govern-
mental unit less the governmental unit’s mill rate for the year the original mill
rate for the district was certified (in no case may this amount be less than zero)

ty, county, and school district.

If the entire increase in the mill rate is attributable to a taxing district, other
than the municipality, county, or school district, then the excess must be distrib-
uted to the municipality, county, and school district in proportion to their

respective mill rates.

(b) The amounts distributed shall be deducted in computing the levy limits
of the taxing district for the succeeding taxable year.

(c) In the case of distributions to a school district, the county auditor shall
report amounts distributed to the commissioner of education in the same man-
ner as provided for excess increments under section 469.176, subdivision 2, and
the distribution shall be treated as an excess increment for purposes of section
124.214, subdivision 3,
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Sec. 24. Minnesota Statutes 1987 Supplement, section 469.177, is amended
by adding a subdivision to read:

Subd. 10. PAYMENT TO SCHOOL FOR REFERENDUM LEVY, The
provisions of this subdivision apply to tax increment financing districts and
projects for which certification was requested before May 1, 1988, that are
located in a school district in which the voters have approved new millage or an
increase in millage after the tax increment financing district was certified (1) if
there are no outstanding bonds on May 1, 1988, to which increment from the
district js pledged, or (2) if the referendum is approved after May 1, 1988, and
there are no bonds outstanding at the time the referendum is approved, that
were issued before May 1, 1988, or (3) if the referendum increasing the mill rate
was approved after the most recent issue of bonds to which increment from the
district is pledged. If clause (1) or (2) applies, the authority must annually pay

_— e e e =

amount of increment equal to the increment that is attributable to the increase

in the mill rate under the referendum. The amounts of these increments may be
expended and must be treated by the school district in the same manner as

provided for the revenues derived from the referendum levy approved by the
yoters.

Sec. 25. Minnesota Statutes 1987 Supplement, section 469.179, is amended
to read:

469.179 EXISTING PROJECTS.

Subdivision 1. EXEMPTION. The provisions of sections 469.174 to 469.178
shall not affect any project for which tax increment certification was requested
pursuant to law prior to August 1, 1979, or any project carried on by an
authority pursuant to section 469.033, subdivision 5, with respect to which the
governing body has by resolution designated properties for inclusion in the
district prior to August 1, 1979, except:

(1) as otherwise expressly provided in sections 469.174 to 469.178; or

(2) as an authority elects to proceed with an existing district, under the
provisions of sections 469.174 to 469.178; or

(3) that eny enlargements of the geographic arep of an existing tax inere-
ment fneneing distriet subsequent to August 1 1979; shall be accomplished in
aceordance with and shall subjeet the property added as a result of the enlarge-
ment to the terms and conditions of seetions 469-174 to 469178 as provided in
subdivision 2; or

(4) that beginning with taxes payable in 1986; section 469.177, subdivision
3, clause (b), shall apply to all development districts created pursuant to Minne-
sota Statutes 1978, chapter 472A, or any special law, prior to August 1, 1979.
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Subd. 2. APPLICATION TO EXISTING DISTRICTS If the developmen

ﬁnancmg project certified prior to August 1, 1979, is extended beyond the scope
of activity set forth in the district’s redevelopment plan under Minnesota Stat-
utes, chapter 462, or Minnesota Statutes, chapter 472A, if applicable, after May
1, 1988, the a uthority must with regard to the new activity conform to the
provisions of sections 469.174 to 469.178 with the following exceptions.

(a) Section 469.175, subdivision 3, paragraphs (1) and (5), shall not apply.
Furthermore, the provisions of section 473F.02, subdivision 3, shall continue to
apply to the entire district, if applicable,

(b) Section 469.177, subdivision 3, shall not apply.

Sec. 26. CITY OF VIRGINIA TAX INCREMENT FINANCING DIS-
TRICT; PARCELS INCLUDED.

Redevelopment fax increment financing district No. 1 in enterprise zone
development district No. 3 in the city of Virginia, is deemed for all purposes

under Minnesota Statutes, sections 469.174 to 469. 179 to include the following
parcels of real property as of June 12, 1984:

(1) Parcel No. 90-124-245 - Ely 79.2" of Lot 1 and all of Lot 2, Block 3,
Olcott Addition; ’

(2) Parcel No. 90-125-247 - Lot 3, Block 3, Olcott Addition; and

(3) Parcel No. 90-125-270 - Lot 4, Block 3, Olcott Addition.

Sec. 27. ORIGINAL ASSESSED VALUE.

The original assessed value of the parcels of real property described in
sections 24 to 26 is is deemed for for all purposes under Minnesota Statutes, sections

469.174 to 469.179 to be _t_IE original assessed value of those parcels as of June
12, 1984,

Sec. 28. CAPTURED ASSESSED VALUE,

’I‘he captured assessed value of the parcels of real property descnbed in

469.174 to 469.179 to be _th_e increased assessed value of those parcels computed
in the manner prescribed by Minnesota Statutes, section 469.177, and in accord-
ance w1th sections 26 to 28.

Sec. 29. TRANSITION RULES.

(a) The provisions of sections 3, 6, 10, and 14 do not apply to proposed tax
increment financing districts for which the authority called for a public hearing
in a resolution dated March 23, 1987, and for which a public hearing was held
on “April 28, 1987. The provisions _cg‘ Minnesota Statutes 1987 Supplement
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sections 469.174, subdivision 10, and 469.176, subdivision 4, apply to such
districts.

(b) The provisions of sections 3, 6, 10, and 14 do not apply to candidate
sites in the old highway 8 corridor tax increment project area, identified in the
old highway 8 corridor plan as approved by an authority on October 14, 1986, if
the requests for certification of the districts are filed with the county before
January 1, 1998. The provisions of Minnesota Statutes 1987 Supplement, sec-
tions 469.174, subdivision 10, and 469.176, subdivision 4, apply to such dis-

tricts.

(c) The provisions of section 14, subdivision 4c, do not apply to an economic
development district located in a development district approved on November
9, 1987, provided the request for certification of the tax increment district is

A M A Y e e e -

submitted te the county by September 30, 1988.

Sec. 30. EFFECTIVE DATES.

Sections 2, 5, 6, 7, 14, 16, subdivision 4e, 17, and the provisions of section
15 relating to the duration of hazardous substance sites and subdistricts are

after the day following final enactment. Except as otherwise specifically provid-
ed, sections 1, 3, 4, 8 to 12, 16, and 20 to 23, and the provisions of section 15
applying to soils condition districts are effective for districts and amendments
adding geographic area to an existing district for which the request for certificat-
jon was filed with the county auditor after May 1, 1988. Sections 13, 15, 16,
subdivision 4g, 18, 24, and 25, and the provisions of section 21 allowing a
change in the fiscal disparities election are effective May 1, 1988, except as
otherwise specifically provided. Section 16, subdivision 4c, is effective for dis-
tricts for which the request for certification is filed with the county before May
1, 1988, and to all increment collected after January 1, 1990. Sections 26 to 28
-are effective upon approval by the city council of the city of Virginia and
compliance with Minnesota Statutes, section 645.021. Section 29 js effective the

day following final enactment.

ARTICLE 13
BUDGET RESERVE

Section 1. Minnesota Statutes 1987 Supplement, section 16A.15, subdivi-
sion 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 shall, as authorized from time to time by law,
restrict part or all of the budgetary balance in the general fund for use as the
budget and cash flow reserve account. The commissioner of finance e Fualy
4987 shall transfer to the budget and cash flow reserve account the ameunt

New language is indicated by underline, deletions by strikeeut.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




LAWS of MINNESOTA for 1988

1999 Ch. 719, Art. 13

existing balance in the account on June 30, 4987 1988, to $250;000;800
$265,000,000, The amounts restricted shall remain in the account until drawn
down under subdivision 1 or increased under section 16A.1541.

Sec. 2. Minnesota Statutes 1987 Supplement, section 16A.1541, is amended
to read:

16A.154]1 ADDITIONAL REVENUES; PRIORITY.

If on the basis of a forecast of general fund revenues and expenditures the
commissioner of finance determines that there will be a positive unrestricted
budgetary general fund balance at the close of the biennium, the commissioner
of finance must allocate money in the folowing order of priority:

) the ameunt neeessary to reduce the property tax levy recognition pereent
under seetion 421:904; subdivision 4e; t0 24 pereent:

2) the remainder @) one-half to the greater Minnesota fund; but net to
exeeed $1206,000;000 and (ii) one-half to the budget and cash flow reserve account
until the total amount in the account equals $550,000,000.

The amounts necessary to meet the requirements of eleuses ) and ) this
section are appropriated from the general fund.

Sec. 3. TRANSFER RETURNED.

The Greater Minnesota Corporation shall return to the state treasury
$80,500,000 of the money transferred to it under Minnesota Statutes 1987
Supplement, section 16A.1541. The return must be made to the commissioner
of finance, who shall credit the receipt to the general fund, The return must be
made as 500n as js practical, while minimizing any investment losses that might

result from early redemption.
Sec. 4. APPROPRIATION REDUCTION.

The appropriation from the general fund under Minnesota Statutes 1987
Supplement, section 16A.1541 to reduce the property tax recognition percent is
reduced to zero.

Sec. 5. EFFECTIVE DATE.,
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ARTICLE 14

SPECIAL SERVICE DISTRICT PROCEDURES

Section 1. [428A.01] SPECIAL SERVICE DISTRICT PROCEDURES; DEF-
INITIONS.

Subd. 2. CITY. “City” means the city in which the special service district is
authorized to be established under a special law.

Subd. 3. SPECIAL SERVICES. “Special services” has the meaning given
in the city’s enabling legislation.

Special services do not include a service that is ordinarily provided through-

out the city from general fund revenues of the city unless an increased level of
|
|
|
|
|
|

the service is provided in the special service district.

Subd. 4. SPECIAL SERVICE DISTRICT. “Special service district” means
a defined area within the city where special services are rendered and the costs
of the special services are paid from revenues collected from service charges
imposed within that area.

Subd. 5. ASSESSED VALUE. “Assessed value” means the assessed value

most recently certified by the county auditor before the effective date of the
ordinance or resolution adopted under section 2 or 3.

Subd. 6. LAND AREA. “Land area” means the land area in the district that
is subject to property taxes.

Sec. 2. [428A.02] ESTABLISHMENT OF SPECIAL SERVICE DIS-
TRICT.

Subdivision 1. ORDINANCE. The governing body of the city may adopt
an ordinance establishing a special service district. Only property that is classified
under section 273.13 and used for commercial, industrial, or publi¢ utility pur-
poses, or is vacant land zoned or designated on a Jand use plan for commercial
or industrial use and located in the special service district, may be subject to the
charges imposed by the city on the special service district. Other types of
property may be included within the boundaries of the special service district
but are not subject to the levies or charges imposed by the city on the speci ial
service district. If 50 percent or more of the market value of a parcel of
property is classified under section 273.13 as commercial, industrial, or vacant
land zoned or designated on a Jand use plan for commercial or industrial use, or
public utility for the current assessment year, then the entire market value of the
property is subject to a service charge based on assessed value for purposes of
sections 1 to 10. The ordinance shall describe with particularity the area within
the city to be included in the district and the special services to be furnished jn
the district, The ordinance may not be adopted until after a public hearing has
been held on the question. Notice of the hearing shall include the time and
place of hearing, a map showing the boundaries of the proposed district, and a
statement that all persons owning property in the proposed district that would
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be subject to a service charge will be given opportunity to be heard at the

hearing,
- Subd. 2. NOTICE. Notice of the hearing must be given by publication in at

be two weeks apart and the hearing must be held at least three days after the
last publication. Not less than ten days before the hearing, notice must also be
mailed to the owner of each parcel within the area proposed to be included in
the district. For the purpose of giving mailed notice, owners are those shown on
the records of the county auditor. Other records may be used to supply the
necessary information. For properties that are tax exempt or subject to taxation
on a gross earnings basis in lieu of property tax and are not listed on the records
of the county auditor, the owners must be ascertained by any practicable means
and mailed notice given them. At the public hearing a person affected by the
proposed district may testify on any issues relevant to the proposed district.
The hearing may be adjourned from time to time and the ordinance establishing
the district may be adopted at any time within six months after the date of the
conclusion of the hearing by a vote of the majority of the governing body of the
city.

Subd. 3. CHARGES; RELATIONSHIP TO SERVICES. The city may
impose service charges under sections 1 to 10 that are reasonably related to the

special services provided. Charges for service shall be as nearly as possible

the types of premises to which service is furnished, or on any other equitable
basis.

Subd. 4. BENEFIT; OBJECTION. Before the ordinance is adopted or at
the hearing at which it is to be adopted, any affected landowner may file a

written objection with the city clerk asserting that the landowner’s property
should not be included in the district or should not be subjected to a service

charge and objecting to:

(1) the inclusion of the landowner’s property in the district, for the reason
that the property would not receive services that are not provided throughout
the city to the same degree;

(2) the levy of a service charge on the landowner’s property, for the reason
that the property is exempted under this article or the special law under which
the district was created; or

(3) the fact that neither the landowner’s property nor its use is benefited by
the proposed special service.

The governing body shall make a determination on the objection within 30 days
of its filing. Pending its determination, the governing body may delay adoption

landowner’s property may be excluded from the district or district service charges
when the determination is made.

—— —— i 2D
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Subd. 5. APPEAL TO DISTRICT COURT. Within 30 days after the
determination of the objection, any person aggrieved, who is not precluded by
failure to object before or at the hearing, or whose failure to object is due to a
reasonable cause, may appeal to the district court by serving a notice upon the
mayor or city clerk. The notice shall be filed with the court administrator of the
district court within ten days after its service. The city clerk shall furnish the
appellant a certified copy of the findings and determination of the governing
body. The court may affirm the action objected to or, if the appellant’s objec-
tions have merit, modify or cancel it. If the appellant does not prevail upon the
appeal, the costs incurred shall be taxed to the appellant by the court and

judgment entered for them. All objections shall be deemed waived unless
presented on appeal.

Sec. 3. [428A.03] SERVICE CHARGE AUTHORITY; NOTICE AND HEAR-
ING REQUIREMENTS.

Subdivision 1. HEARING. Service charges may be imposed by the city
within the special service district at a rate or amount sufficient to produce the
revenues required to provide special services in the district. To determine the
appropriate rate for a service charge based on assessed value, taxable property or
value must be determined without regard to captured or original assessed yalue
under section 469.177 or to the distribution or contribution value under section
473F.08. Service charges may not be imposed to finance a special service if the
service is ordinarily provided by the city from its general fund revenues unless
the service is provided in the district at an increased level. In that case, a
service charge may be imposed only in the amount needed to pay for the
increased level of service. A service charge may not be imposed on the receipts
from the sale of intoxicating liquor, food, or lodging. Before the imposition of
service charges in a district, for each calendar year, a hearing must be held under
section 2 and notice must be given and must be mailed to any individual or

business organization subject to a service charge. For purposes of this section,

(1) a statement that all interested persons will be given an opportunity to be

heard at the hearing regarding a proposed service charge;

(2) the estimated cost of improvements to be paid for in whole or in part by
service charges imposed under this section, the estimated cost of operating and
maintaining the improvements during the first year and upon completion of the
improvements, the proposed method and source of financing the improvements,
and the annual cost of operating and maintaining the improvements;

(3) the proposed rate or amount of the proposed service charge to be imposed

in the district during the calendar year and the nature and character of special

services to be rendered in the district during the calendar year in which the
service charge is to be collected; and

(4) a statement that the petition requirements of section 8 have either been
met or do not apply to the proposed service charge.
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Within six months of the public hearing, the city may adopt a resolution
imposing a service charge within the district not exceeding the amount or rate
expressed in the notice issued under this section.

Subd, 2. EXEMPTION OF CERTAIN PROPERTIES FROM TAXES
AND SERVICE CHARGES. Property exempt from taxation by section 272.02
is exempt from any service charges based on assessed value imposed under
sections 1 to 10.

Sec. 4. [428A.04] ENLARGEMENT OF SPECIAL SERVICE DIS-
TRICTS.

Boundaries of a special service district may be enlarged only after hearing
and notice as provided in sections 2 and 3. Notice must be served in the original

district and in the area proposed to be added to the district. Property added to

the district is subject to all service charges imposed within the district after the
property becomes a part of the district if it is property of the type that is subject
to service charges in the district. On the question of enlargement, the petition
requirement in section 8 and the veto power in section 9 apply only to owners,
individuals, and business organizations in the area proposed to be added to the

district, : - -

Sec. 5. [428A.05] COLLECTION OF SERVICE CHARGES.,

Service charges may be imposed on the basis of the assessed value of the
property on which the service charge 1s imposed but must be spread only upon
the assessed value of the taxable property located in the geographic area described
in the ordinance. Service charges based on assessed value may be payable and
collected at the same time and in the same manner as provided for payment and
collection of ad valorem taxes. Other service charges imposed must be collected
as provided by ordinance. Service charges based on assessed value collected
under sections 1 to 10 are not included in computations under section 469,177,

chapter 473F, or any other law that applies to general ad valorem levies.
Sec. 6. [428A.06] BONDS.

been ordered done by day labor, the governing body of the city may issue
obligations in the amount it deems necessary to defray in whole or in part the
expense incurred and estimated to be incurred in making the improvement,
including every item of cost from inception to completion and all fees and
expenses incurred in connection with the improvement or the financing, The
obligations are payable primarily out of the proceeds of the service charge based
on assessed value imposed under section 3, or from any other special assess-
ments or nontax revenues available to be pledged for their payment under
charter or statutory authority, or from two or more of those sources. The
governing body may, by resolution adopted prior to the sale of obligations,
pledge the full faith, credit, and taxing power of the city to assure payment of
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the principal and interest if the proceeds of the service charge in the district are
insufficient to pay the principal and interest. The obligations must be issued in
accordance with chapter 475, except that an election is not required, and the
amount of the obligations need not be included in determining the net debt of

the city under the provisions of any law or charter limiting debt.
Sec. 7. [428A.07] ADVISORY BOARD.

The governing body of the city may create and appoint an advisory board
for each special service district in the city to advise the governing body in
connection with the construction, maintenance, and operation of improvements,
and the furnishing of special services in a district. The advisory board shall
make recommendations to the governing body on the requests and complaints of
owners, occupants, and users of property within the district and members of the
public. Before the adoption of any proposal by the governing body to provide
services or impose service charges within the district, the advisory board of the
district shall have an opportunity to review and comment upon the proposal.

Sec. 8. [428A.08] PETITION REQUIRED.

No action may be taken under section 2 unless owners of 25 percent or

more of the land area of property that would be subject to service charges in the
proposed special service district and owners of 25 percent or more of the assessed
value of property that would be subject to service charges in the proposed
special service district file a petition requesting a public hearing on the proposed
action with the city clerk. No action may be taken under section 3 to impose a
service charge based on assessed value unless owners of 25 percent or more of
the land area subject to a proposed service charge and owners of 25 percent or
more of the assessed value subject to a proposed service charge file a petition
requesting a public hearing on the proposed action with the city clerk. No
action may bé taken under section 3 to impose any other type of service charge
unless 25 percent or more of the individual or business organizations subject to
the proposed service charge file a petition requesting a public hearing on the
proposed action with the city clerk. If the boundaries of a proposed district are
changed or the land area or assessed value subject to a service charge or the
individuals or business organizations subject to a service charge are changed
after the public hearing, a petition meeting the requirements of this section must
be filed with the city clerk before the ordinance establishing the district or
resolution imposing the service charge may become effective.

Sec. 9. [428A.09] VETO POWER OF OWNERS.,

Subdivision 1. NOTICE OF RIGHT TO FILE OBJECTIONS. Except as
provided in section 10, the effective date of any ordinance or resolution adopted
under sections 2 and 3 must be at least 45 days after it is adopted. Within five
days after adoption of the ordinance or resolution, a summary of the ordinance
or resolution must be mailed to the owner of each parcel included in the special

service district and any individual or business organization subject to a service
charge in the same manner that notice is mailed under section 2. The mailing
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must include a notice that owners subject 10 a service charge based on assessed
value and individuals and business organizations subject to a service charge
imposed on another basis have a right to veto the ordinance or resolution by

filing the required number of objections with the city clerk before the effective
date of the ordinance or resolution and that a copy of the ordinance or resolu-

e e e e e s o

tion is on file with the city clerk for public inspection.

Subd. 2. REQUIREMENTS FOR VETO. If owners of 35 percent or more
of the land area in the district subject to the service charge based on assessed

value or owners of 35 percent or more of the assessed value in the district

 — S — e A e e ———— —— —

subject to the service charge based on assessed value file an objection to the

ordinance adopted by the city under section 2 with the city clerk before the
effective date of the ordinance, the ordinance does not become effective. If

owners of 35 percent or more of the land area subject to the service charge based

e S e e e ==

to the service charpe based on assessed value file an objection to the resolution
adopted imposing a service charge based on assessed value under section 3 with
the city clerk before the effective date of the resolution, the resolution does not

become effective. If 35 percent or more of individuals and business organiza-

A e, Wl BESC 0 e el el W — m—— e e

Sec. 10. [428A.10] EXCLUSION FROM PETITION REQUIREMENTS
AND VETO POWER.

The petition requirements of section 8 and the right of owners and those
subject to a service charge to veto a resolution in section 9 do not apply to

second or subsequent years’ applications of a service charge that is authorized to

requirements of section 8 and which has not been vetoed under section 9 for the
first year’s application. A resolution imposing a service charge for more than |
one year must not be adopted unless the notice of public hearing required by

include the following information:

(1) in the case of improvements, the maximum service charge to be imposed
in any year and the maximum number of years the service charges imposed to

pay for the jmprovement; and

(2) in the case of operating and maintenance services, the maximum service
charge to be imposed in any year and the maximum number of years, or a

years, the service charges will be imposed to pay for operation and maintenance
services.
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The resolution may provide that the maximum service charge to be imposed
in any year will increase or decrease from the maximum amount authorized in
the preceding year based on an indicator of increased cost or a percentage
amount established by the resolution.

ARTICLE 15
ROBBINSDALE SPECIAL SERVICE DISTRICT

Section 1. CITY OF ROBBINSDALE SPECIAL SERVICE DISTRICT;
DEFINITIONS.

Subdivision 1. APPLICABILITY. For purposes of sections ! and 2, the
terms defined in this section have the meanings given them.

Subd. 2. CITY. “City” means the city of Robbinsdale.

Subd. 3. SPECIAL SERVICES. “Special services” means all services ren-
dered or contracted for by the city, including, but not limited to:

(1) the repair, maintenance, operation, and construction of any improve-
ments authorized by section 429.021;

(2) parking services rendered or contracted for by the city; and

(3) any other service provided to the public by the city that is authorized by
law or charter.

Sec. 2. ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.

Subdivision 1. ORDINANCE. The governing body of the city may adopt
an ordinance establishing a special service district. The provisions of article 14
govern the establishment and operation of special service districts in the city.

Sec. 3. LOCAL APPROVAL.

Robbinsdale complies with Minnesota Statutes, section 645.021, subdivision 3.
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ARTICLE 16

MINNEAPOLIS NEIGHBORHOODS SPECIAL SERVICE DISTRICTS

Section 1. DEFINITIONS.

Subdivision 1. TERMS DEFINED. For the purposes of sections 1 to 6, the
terms defined in this section have the meanings given them.

Subd. 2. CITY. “City” means the city of Minneapolis.

Subd. 3. SPECIAL SERVICES. “Special services” means the following

P2 A AR A A A A

(1) snow and jce removal;

(2) sweeping and cleaning sidewalks, curbs, gutters, streets, and alleys;

(3) litter, poster, and handbill removal;

(4) construction, repair, operation, and maintenance of sidewalks, curbs,
gutters, bus shelters, lighting, benches, chairs, tables, telephone booths, traffic
signs, fire hydrants, newsstands, kiosks, trash receptacles, utility connec-
tions, marquees, awnings, canopies, display cases, information booths, and ban-
ners;

(5) landscaping, planting, repair, maintenance, and care of trees, shrubs,
bushes, flowers, grass, and other decorative materials;

(6) security personnel, equipment, and systems;

(7) approval and supervision of special activities;

(8) insurance; and

(9) administration, coordination, studies, and preparation of designs.

Special service district funds may be used to pay operating costs of a
neighborhood business association composed of a majority of owners or opera-
tors of businesses located within the district.

Sec. 2. ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.

Subdivision 1. ORDINANCE. The governing body of the city may adopt
an ordinance establishing a special service district in any area zoned for com-

mercial, business, or industrial use outside of the area bounded by the center-

Avenue South, Chicago Avenue South, South 3rd Street, 11th Avenue South,
South 6th Street, 5th Avenue South, South 12th Street, 4th Avenue South, East
16th Street, 1st Avenue South, Grant Street, Willow Street extended, Harmon
Place, Interstate Highway 94, Highway 12, North 12th Street, and 3rd Avenue

New language is indicated by underline, deletions by strilceout.

Copyright © 1988 by the Office of the “Revisor of Statutes, State of Minnesota. All Rights Reserved.



Ch. 719, Art. 16 LAWS of MINNESOTA for 1988 2008

North; and, south of 28th Street, west of Fremont Avenue South, north of 31st
Street, and east of Humboldt Avenue South; and outside any other existing
special service district. The provisions of article 14 govern the establishment
and operation of special service districts in the city under sections 1 to 6, except
to the extent specified otherwise in sections 1 1o 6.

Subd. 2. USE OF CITY EMPLOYEES. If the city determines that any of
the special services to be provided are under the jurisdiction of a city public
employee bargaining unit, the city shall negotiate with that unit to determine
whether that service shall be provided by the city or contracted for with another

service provider.
Sec. 3. SERVICE CHARGE ABATEMENT.

An individual or business organization subject to a service charge imposed
under sections 1 to 6 may apply to the city for a service charge abatement for

that calendar year on the basis of economic hardship. The city may grant the

abatement of the service charge for the calendar year if the city determines that
an economic hardship exists.

Sec. 4. BONDS.

special service district, except that the obligations shall be payable primarily out
of the proceeds of the service charge imposed under article 14, section 3. The
governing body may, by resolution adopted before the sale of obligations, pledge
the full faith, credit, and taxing power of the city to assure payment of the
principal and interest if the proceeds of the service charge based on assessed
value in the special service district are insufficient to pay the principal and
interest.

Sec. 5. EXPIRATION.

A special service district established under this article shall expire four years

establishing a district provided by article 14, section 2. After the expiration or
termination of a district, service charges may continue to be imposed in the
district to pay the costs of an improvement specified in section 1, subdivision 3,
clause (4).

Sec. 6. ADVISORY BOARD.

Notwithstanding article 14, section 7, the city council must create and
appoint an advisory board for the special service district to operate as provided
in that section. All members of the advisory board must be property owners,
tenants, or residents of the district. :

Minneapolis complies with Minnesota Statutes, section 645.021, subdivision 3.
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ARTICLE 17
MINNEAPOLIS DOWNTOWN SPECIAL SERVICE DISTRICTS

Section 1, DEFINITIONS.

Subdivision 1. TERMS DEFINED. For purposes of sections 1 to 7, the
terms defined in this section have the meanings given them.

Subd. 2. CITY. “City” means the city of Minneapolis.

Subd. 3. PEDESTRIAN MALL. “Pedestrian mall” means an improvement

designed and used primarily for the movement, safety, convenience, and enjoy-
ment of pedestnans whether or not a part of a street is set apart for a roadwax
for emergency vehicles, transit t vehicles, or private vehicles at some or all times.
A pedestnan mall includes des related sidewalks, moving sidewalks, curbs, gutters,
streets, parks, playgrounds, plazas, recreational facilities, performance areas, bus
shelters, transit facilities and vehicles, sound and video systems, overhead and
underground radiant heating devices, lighting, benches, chairs, tables, sculpture,
telephone booths, traffic signs, fire hydrants, newsstands, kiosks, trash recepta-
cles, utility connections, marquees, awnings, canopies, walls, bollards, chains,
paintings, murals, alleys, display cases, fountains, sprinkler systems, restrooms,
information booths, aquariums, aviaries, pedestrian tunnels, banners, pedestri-
an bridges, pedestrian ramps, pedestrian overpasses, pedestrian underpasses,
drainage, sewers, and water mains. A pedestrian mall does not include a plaza
adjacent to a convention center.

Subd. 4. SPECIAL SERVICES. “Special services” means the following
services rendered or contracted for by the city:

(a) snow and ice removal;

(b) sweeping and cleaning of sidewalks, curbs, gutters, streets, and alleys;

(c) litter, poster, and handbill removal;

(d) construction, repair, operation, and maintenance of pedestrian malls;

(e) repair and maintenance of capital improvements constructed with funds
other than special service district proceeds;

(£ landscaping, planting, repair, maintenance, and care of trees, shrubs,
bushes, flowers, grass, and other decorative materials;

(g) security personnel, equipment, and systems and coordination of private
security, including lighting;

(h) operation of public transit;

(i) information and signs relating to parking and vehicle and pedestrian
movement at street and skyway levels;
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(i) approval, supervision, and coordination of $pecial activities; and

(k) administration, coordination, studies, and preparation of designs.

Sec. 2. ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.

Subdivision 1. ORDINANCE. The governing body of the city may adopt
an ordinance establishing special service districts in that part of the city bounded

South, Washington Avenue South, Chicago Avenue South, South 3rd Street,
11th Avenue South, South 6th Street, Sth Avenue South, South 12th Street, 4th
Avenue South, East 16th Street, 1st Avenue South, Grant Street, Willow Street
extended, Harmon Place, Interstate Highway 94, Highway 12, North 12th Street
and 3rd Avenue North. Only property that is used for commercial, business, or
industrial purposes or classified as public utility or vacant land and located in
the special service district may be subject to the charges imposed by the city on
the special service district. Property used for residential purposes, includ-
ing condominiums, apartments, and cooperatives, or used by a church or a
charitable organization organized under Minnesota Statutes, sections 315.44 and

in section 501(c)(3) of the Internal Revenue Code, as amended through Decem-
ber 31, 1987, shall not be subject to any service charges under sections 1 to 6.
Property owned by a unit of government and used to raise revenue, except
public hospitals, libraries, and Orchestra Hall, shall be subject to service charges
other than service charges based on assessed value. In addition, property that is
exempt from taxation under Minnesota Statutes, section 272.02, is exempt from

from any or all service charges under this subdivision may notify the governing
body of its intent to receive the benefits provided to property within the special
service district, and thereby elect to be subject to the service charges imposed for
those services. Property may be served. within the boundaries of the special
service district whether or not the property is subject to the charges imposed by
the city on the special service district. The ordinance must specifically describe

establishment and operation ¢ of special service districts in the city under sections
1 to 7, except to the extent specified otherwise under sections 1 to 7.

Subd. 2. CONTRACTORS. Notwithstanding any other provision of law or
charter to the contrary, the city may provide or contract for services in the
district. All hiring by contractors must be done in accordance with the Federal
Civil Rights Act of 1964, United States Code, title 21, sections 2000e to 2000e-
17; Minnesota Statutes, section 363.03; and the Minneapolis Code of Ordi-
nances, chapters 139 and 141. -
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Subd. 3. CITY EMPLOYEES. Job activities for special services that are
under the jurisdiction of any city public employee bargaining unit must be
performed by a member of the bargaining unit.

Subd. 4. LEVEL OF SERVICE. The governing body of the city shall not
transfer the financial burden of citywide services to the district nor discriminate
against the district in reductions and increases in citywide services because of
the existence of the district. Prior to establishment of a district, the city and the
downtown management board, provided in section 6, shall meet o review the

level of services

of in the downtown area in order to assure that downtown is
equitably served through the city’s normal operating budget. They shall meet
each succeeding year prior to the adoption of a budget for the district and prior

to imposition of a service charge in the district under article 14, section 3.
Sec. 3. LIMITATIONS.

Subdivision 1. SERVICES EXPENDITURES CAP. Service charges imposed
in the special service district in any year for special services specified in section
1, subdivision 4, with the exception of construction under paragraph (d), must
not exceed an amount equal to the funds raised by a levy of three mills on
current assessed value of property subject to a service charge in the district
under property tax classifications in effect on July 1, 1987.

Subd. 2. CAPITAL EXPENDITURES CAP. Service charges imposed in
any year in a special service district established under sections 1 to 6 for con-

struction of an improvement specified in section 1, subdivision 4, paragraph (d),

improvement may be specially assessed under Minnesota Statutes, chapter 429
or 430.

Sec. 4. VETO POWERS.

Subdivision 1. GENERALLY. In addition to the provisions of article 14,

section apply to special service districts established under sections 1 to 6.

Subd. 2. VETO OF PEDESTRIAN MALLS. The effective date of any
imposition of service charge for construction of an improvement specified in
section 1. subdivision 4, paragraph (d), under article 14, section 3, must be at
least 45 days after it is adopted. Within five days after adoption, a summary of
the city council action must be mailed to the owner of each parcel included in
the special service district and any individual or business organization subject to
a service charge in the same manner that notice is mailed under article 14,
section 2. The mailing must include a notice that owners subject to a service
charge based on assessed value and individuals and business organizations sub-
ject to a service charge have a right to veto the action by filing the required
number of objections with the city clerk before the effective date of the imposi-
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organizations subject to at least 35 percent of a service charge imposed on a
basis other than assessed value file an objection to imposition of the service
charge with the city clerk before the effective date, the service charge does not
become effective. In the event of a veto, no service charge may be imposed in
the district for construction of a pedestrian mall during the current calendar year
and until a petition meeting the qualifications set forth in this subdivision for a

veto has been filed. Service charges may continue to be levied and imposed in

prior year.

Subd. 3. VETO OF SERVICES. Each year after the fourth year after
establishment of a district, the veto provisions of this subdivision apply, except
years after establishment of a district, the effective date of any imposition of
service charge under article 14, section 3, for services specified in section 1,
subdivision 4, with the exception of construction under paragraph (d), must be
at least 45 days after it is adopted. Within five days after adoption, a summary
the special service district and any individual or business organization subject to
a service charge, in the same manner that notice is mailed under article 14,
section 2. The mailing must include a notice that owners subject to a service
charge based on assessed value and individuals and business organizations sub-

ject to a service charge have a right to veto the action by filing the required

during the current calendar year and until a petition meeting the qualifications
set forth in this subdivision for a veto has been filed, and no service charge may
be collected during a year for which a service charge has been vetoed. Service
charges may continue to be jmposed in the district, regardless of a veto under

this subdivision, to pay the costs of services specified in section 1, subdivision 4,

incurred prior to the filing of a veto.
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Sec. 5. DEBT OBLIGATIONS.

Subdivision 1. GENERALLY. The provisions of this section apply to
service districts created under sections 1 to 6 in lieu of the provisions of article
14, section 6.

Subd. 2. CERTIFICATES OF INDEBTEDNESS. Certificates of indebted-
ness may be issued for purposes of any work or service authorized under sec-
tions 1 to 6. The certificates shall be payable in not more than five years and

—— e A e = e e e e ——

shall be issued on the terms and in the manner determined by the issuer. The

obligations are payable out of the proceeds of the tax or charge levied under
article 14, section 3, in the same manner as bonds.

Subd. 3. BONDS. Obligations may be issued in the amount deemed neces-
sary to defray in whole or in part the expense incurred and estimated to be
incurred in making a pedestrian mall improvement authorized under sections 1
to 6, including every item of cost from inception to completion and all fees and
expenses incurred in connection with the improvement or the financing. The
obligations are payable primarily out of the proceeds of the charge levied under
article 14, section 3, or from any other special assessments or nontax revenues
available to be pledged for their payment under charter or statutory authority, or
from two or more of those sources. The full faith, credit, and taxing power of

the city may, by resolution adopted prior to the sale of obligations, be pledged to
assure payment of the principal and interest if the proceeds of the service charge

1o pay the principal and interest.

Subd. 4. PROCEDURES. Debt obligations must be issued in accordance

with Minnesota Statutes, chapter 475, and the city charter, except that an elec-
tion is not required under any circumstances, and the amount of the obligations

Sec. 6. DOWNTOWN MANAGEMENT BOARD.

In lieu of the advisory board authorized under article 14, section 7, the city
council shall create and provide for appointment of a downtown management
board for the special service district to advise the governing body in connection
with the furnishing of special services in a district. The downtown management

complaints of owners, occupants, and users of property within the district and

members of the public. Before the adoption of any proposal by the governing
body to provide services or impose service charges within the district, the down-

owner of commercial property.
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Sec. 7. CITY OPTION.

powers provided by general or special law relating to the same subject.

Sec. 8. EFFECTIVE DATE.

utes, section 645.021, subdivision 3, by the governing body of the city of Minne-
apolis.

ARTICLE 18
WHITE BEAR LAKE SPECIAL SERVICE DISTRICTS

Section 1. DEFINITIONS.

Subdivision 1. For the purposes of sections 1 and 2, the terms defined in
this section have the meanings given them.

Subd. 2. “City” means the city of White Bear Lake.

Subd. 3. “Special services” mean:

(1) the promotion and management of a special service district as a trade or
shopping area;

(2) parking services rendered or contracted for by the city; and

(3) the repair, maintenance, operation and replacement of improvements,
within the boundaries of a special service district established under section 2.

Sec. 2. ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.

Subdivision 1. ORDINANCE. The governing body of the city may adopt
ordinances establishing special service districts in the following areas:

All that land zoned as “General Business (B-4)” or “Central Busi-
ness (B-5)” within the following described area: Beginning at the north-
east corner of the intersection of Minnesota State Highway 96E and U.S. High-
way 61, thence easterly along the north right-of-way line of Minnesota State
Highway 96E and Stewart Avenue, thence southerly along the east right-of-way
line of Stewart Avenue a distance of 3,600 feet to the northeast intersection of
Stewart Avenue with Lake Avenue, thence southwesterly along Lake Avenue a
distance of 3,400 feet to the northwest corner of the intersection of Lake Avenue
with U.S. Highway 61, thence northerly a distance of 2,600 fect along the east
right-of-way line of Bald Eagle Avenue to a point of intersection with the north
right-of-way line of 5th Street, thence easterly along the north right-of-way line
of 5th Street a distance of 1,280 feet to a point of intersection with the west
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right-of-way line of Division Street, thence northerly along the west right-of-way
line of Division Street a distance of 2,700 feet to a point of intersection with the
north right-of-way line of 12th Street, thence easterly 1,200 feet along a line
extended on the north right-of-way line of 12th Street to the intersection with

the west right-of-way line of U.S. Highway 61, thence southeasterly 160 feet
along the west right-of-way line of U.S. Highway 61 to the point of beginning.

The provisions of article 14 govern the establishment and operation of
special service districts in the city, except to the extent otherwise specified in
sections 1 and 2.

Sec. 3. LOCAL APPROVAL,

ARTICLE 19
MISCELLANEOUS

Section 1. Minnesota Statutes 1987 Supplement, 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 licensed foreign or domestic
fire insurance 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
companies to the state treasurer on March 45 31, May 45 31, and November 45
30 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. 2. ‘Minnesota Statutes 1986, section 183.411, subdivision 1, is amended
to read:

Subdivision 1. DEFINITION. For the purpose of this section “stationary
show boiler” means a boiler that is used only for display and demonstration
purposes. In recognition of the historical significance of show boilers in main-

taining a working reminder of Minnesota’s agricultural and lumber industries,

Sec. 3. Minnesota Statutes 1986, section 183.411, subdivision 3, is amended
to read:
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Subd. 3. LICENSES. A license to operate steam farm traction engines,
portable and stationary show engines and portable and stationary show boilers
shall be issued to an applicant who:

(a) is 18 years of age or older;

(b) has two licensed second class, grade A engineers or steam traction
engineers, or any combination thereof, cosign the application; attesting to the
applicant’s competence in operating said devices;

(c) passes a written test for competence in operating said devices; and

(d) has at least 25 hours of actual operating experience on said devices; and

(e) pays the required fee.

A license shall be valid for the lifetime of the licensee. A one time fee set by
the commissioner pursuant to section 16A.128, shall be charged for the license.

Sec. 4. Minnesota Statutes 1986, section 183.411, is amended by adding a
subdivision to read:

Subd. 5. LICENSED OPERATOR; PRESENCE REQUIRED. An operator
licensed under this section must be present when a traction engine, portable or
stationary show engine, or portable or stationary show boiler is in operation and
a member of the public is present.

Sec. 5. Minnesota Statutes 1986, section 183.466, is amended to read:

183.466 STANDARDS OF REPAIRS,

The reeommended rules for repair of boilers and pressure vessels for use in-

this state shall be those established by the national board of boiler and pressure
vessel inspectors inspection code and the rules of the division of boiler inspec-
tion adopted by the department of labor and industry.

Sec. 6. Minnesota Statutes 1986, section 183.51, subdivision 4, is amended
to read:

Subd. 4. CHIEF ENGINEER, GRADE A, A person seeking licensure as a
chief engineer, Grade A, shall be at least 18 years of age and have habits and
experience which justify the belief verifies that the person is competent to take
charge of and be responsible for the safe operation and maintenance of all
classes of boilers, steam engines, e and turbines and their appurtenances; and,
before receiving a license, the applicant shall take and subscribe an oath attest-
ing to at least five years actual experience in operating such boilers, including at
least two years experience in operating such engines or turbines.

Sec. 7. Minnesota Statutes 1986, section 183.51, subdivision 7, is amended
to read:
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Subd. 7. FIRST-CLASS ENGINEER, GRADE A. A person seeking licen-
sure as a first-class engineer, Grade A, shall be at least 18 years of age and have
habits and experience which justify the belief yerifies that the person is compe-
tent to take charge of and be responsible for the safe operation and maintenance
of all classes of boilers, engines, er and turbines and their appurtenances of not
more than 300 horsepower or to operate as a shift engineer in a plant of
unlimited horsepower. Before receiving a license, the applicant shall take and
subscribe an oath attesting to- at least three years actual experience in operating
such boilers, including at least two years experience in operating such engines; or
turbines.

Sec. 8. Minnesota Statutes 1986, section 183.51, subdivision 10, is amended
to read:

Subd. 10. SECOND-CLASS ENGINEER, GRADE A. A person seeking
licensure as a second-class engineer, Grade A, shall be at least 18 years of age
and have habits end experience which justify the behief verifies that the person is
competent to take charge of and be responsible for the safe operation and
maintenance of all classes of boilers, engines, e and turbines and their appurte-
nances of not more than 100 horsepower or to operate as a shift engineer in a
plant of not more than 300 horsepower, or to assist the shift engineer, under
direct supervision, in a plant of unlimited horsepower. Before receiving a
license the applicant shall take and subscribe an oath attesting to at least one
year of actual experience in operating such boilers, including at least one year of
experience in operating such engines; or turbines.

Sec. 9. Minnesota Statutes 1987 Supplement, section 256B.431, subdivi-
sion 2b, as amended by H.F. No. 2126, if enacted, is amended to read:

Subd. 2b. OPERATING COSTS, AFTER JULY 1, 1985. (a) For rate years
beginning on or after July 1, 1985, the commissioner shall establish procedures
for determining per diem reimbursement for operating costs.

(b) The commissioner shall contract with an econometric firm with recog-
nized expertise in and access to national economic change indices that can be
applied to the appropriate cost categories when determining the operating cost
payment rate.

(c) The commissioner shall analyze and evaluate each nursing home’s cost
report of allowable operating costs incurred by the nursing home during the
reporting year immediately preceding the rate year for which the payment rate
becomes effective. ’

(d) The commissioner shall establish limits on actual allowable historical
operating cost per diems based on cost reports of allowable operating costs for
the reporting year that begins October 1, 1983, taking into consideration rele-
vant factors including resident needs, geographic location, size of the nursing
home, and the costs that must be incurred for the care of residents in an
efficiently and economically operated nursing home. In developing the geo-
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graphic groups for purposes of reimbursement under this section, the commissioner
shall ensure that nursing homes in any county contiguous to the Minneapolis-St.
Paul seven-county metropolitan area are included in the same geographic group.
The limits established by the commissioner shall not be less, in the aggregate,
than the 60th percentile of total actual allowable historical operating cost per
diems for each group of nursing homes established under subdivision 1 based on
cost reports of allowable operating costs in the previous reporting year. For rate
years beginning on or after July 1, 1987, or until the new base period is estab-
lished, facilities located in geographic group I as described in Minnesota Rules,
part 9549.0052 (Emergency), on January 1, 1987, may choose to have the com-
missioner apply either the care related limits or the other operating cost limits
calculated for facilities located in geographic group II, or both, if either of the
limits calculated for the group II facilities is higher. The efficiency incentive for
geographic group I nursing homes must be calculated based on geographic group
I limits, The phase-in must be established utilizing the chosen limits. For
purposes -of these exceptions to the geographic grouping requirements, the defini-
tions in Minnesota Rules, parts 9549.0050 to 9549.0059 (Emergency), and
9549.0010 to 9549.0080, apply The limits established under this paragraph
remain in effect until the commissioner establishes a new base péeriod. Until the
new base period is established, the commissioner shall adjust the limits annually
using the appropriate economic change indices established in paragraph (¢). In
determining allowable historical operating cost per diems for purposes of setting
limits and nursing home payment rates, the commissioner shall divide the allow-
able historical operating costs by the actual number of resident days, except that
where a nursing home is occupied at less than 90 percent of licensed capacity
days, the commissioner may establish procedures to adjust the. computation of
the per diem to an imputed occupancy level at or below 90" percent. The
commissioner shall establish. efficiency incentives as appropriate. The commis-
sioner may establish efficiency incentives for different operating cost categories.
The commissioner shall consider establishing efficiency incentives in care related
cost categories. The commissioner may combine one or more operating cost
categories and may use different methods for calculating payment rates for each
operating cost category or combination of operating cost categories. For the rate
year beginning on July 1, 1985, the commissioner shall;

(1) allow nursing homes that have an average length of stay of 180 days or
less in their skilled nursing level of care, 125 percent of the care related limit
and 105 percent of the other operating cost limit gstablished by rule; and-

(2) exempt nursing homes licensed on July 1, 1983, by the commissioner to
provide residential services for the physically handicapped under Minnesota
Rules, parts 9570.2000 to 9570.3600, from the care related limits and allow 105
percent of the other operatmg cost limit established by rule.

For the purpose of calcula’ting the other operating cost efficiency incentive
for nursing homes referred to in clause (1) or (2), the commissioner shall use the
other operating cost limit established by rule before application of the 105
percent.
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(e) The commissioner shall establish a composite index or indices by deter-
mining the apptropriate economic change indicators to be applied to specific
operating cost categories or combination of operating cost categories.

(f) Each nursing home shall receive an operating cost payment rate equal to
the sum of the nursing home’s operating cost payment rates for each operating
cost category. The operating cost payment rate for an operating cost category
shall be the lesser of the nursing home’s historical operating cost in the category
increased by the appropriate index established in paragraph (e) for the operating
cost category plus an efficiency incentive established pursuant to paragraph (d)
or the limit for the operating cost category increased by the same index. If a
nursing home’s actual historic operating costs are greater than the prospective
payment rate for that rate year, there shall be no retroactive cost settle-up. In
establishing payment rates for one or more operating cost categories, the com-
missioner may establish separate rates for different classes of residents based-on
their relative care needs.

(g) The commissioner shall include the reported actual real estate tax liabili-
ty or payments in lieu of real estate tax of each nursing home as an operating
cost of that nursing home. Exeept as provided in Minnesota Rules; parts
095450010 to 9549-0080; the eommissioner shall allew an ameunt for payments
in Heu of renl estate tax assessed by a muniecipality; eity; township; of county
that does not exceed an amount equivalent to a similar assessment for fire;
police; or sanitation serviees assessed to all other nenprofit er governmental
entities loeated in the munieipality; eity; township; or eounty in which e nursing
home to be assessed is loeated: Allowable costs under this subdivision for
payments made by a nonprofit nursing home that are in lieu of real estate taxes
shall not exceed the amount which the nursing home would have paid to a city
or township and county for fire, police, sanitation services, and road mainte-
nance costs had real estate taxes been levied on that property for those purposes.
For rate years beginning on or after July 1, 1987, the reported actual real estate
tax liability or payments in lieu of real estate tax of nursing homes shall be
adjusted to include an amount equal to one-half of the dollar change in real
estate taxes from the prior year. The commissioner shall include a reported
actual special assessment, and reported actual license fees required by the Min-
nesota department of health, for each nursing home as an operating cost of that
nursing home. Total adjusted real estate tax liability, payments in lieu of real
estate tax, actual special assessments paid, and license fees paid as required by
the Minnesota department of health, for each nursing home (1) shall be divided
by actual resident days in order to compute the operating cost payment rate for
this operating cost category, (2) shall not be used to compute the 60th percentile
or other operating cost limits established by the commissioner, and (3) shall not
be increased by the composite index or indices established pursuant to para-
graph (e). .

(h) For rate years beginning on or after July 1, 1987, the commissioner shall
adjust the rates of a nursing home that meets the criteria for the special dietary
needs of its residents as specified in section 144A.071, subdivision 3, clause (c),
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and the requirements in section 31.651. The adjustment for raw food cost shall
be the difference between the nursing home’s allowable historical raw food cost
per diem and 115 percent of the median historical allowable raw food cost per
diem of the corresponding geographic group.

The rate adjustment shall be reduced by the applicable phase-in percentage
as provided under subdivision 2h.

Sec. 10. [270.0681] TAX INFORMATION SAMPLE DATA.
Subdivision 1. PREPARATION OF SAMPLES. The commissioner of

of state revenues, and (3) analyzing the incidence of present or proposed taxes.

Subd. 2. COORDINATING COMMITTEE. A coordinating committee is
established to oversee and coordinate preparation of the microdata samples.

ment of revenue who shall serve as chair of the committee, (2) the state econo-
mist, (3) the chair of the committee on taxes of the house of representatives or

needs and use of the microdata samples by the finance and revenue departments
and the legislature in designing and preparing the samples, including the type of
data to be included, the structure of the samples, size of the samples, and other

relevant factors.

Subd. 3. CONTENTS OF SAMPLES. The samples must consist of infor-
mation derived from a random sample of federal and Minnesota individual
income tax returns. The samples prepared in odd numbered years must be
augmented by additional information from other sources as the coordinating
committee determines is feasible and appropriate. The coordinating committee
shall consider inclusion of (1) information derived from property tax refund
returns, (2) the estimated market value of the taxpayer’s home from the home-
stead declaration, and (3) information from other sources, such as the surveys
conducted by the United States departments of commerce and labor.

Subd. 4. CONSULTATION ON ANALYSIS MODELS. The coordinating
committee shall facilitate regular consultation among the department of revenue,
the department of finance, and house and senate staffs in development and
maintenance of their respective computer models used to analyze the microda-
ta samples. The committee shall encourage efforts to attain more commonality
in the models, greater sharing of program development efforts and programming
tasks, and more consistency in the resulting analyses. :

Sec. 11. Minnesota Statutes 1986, section 270.70, subdivision 1, is amended
to read:
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Subdivision 1. AUTHORITY OF COMMISSIONER. If any tax payable to
the commissioner of revenue or to the department of revenue is not paid when
due, such tax may be collected by the commissioner of revenue within five years
after the date of assessment of the tax, or if the tax judgment has been filed,
within the statutory period of enforcement of a valid tax judgment, by a levy
upon all property and rights to property, including any property in the posses-
sion of law enforcement officials, of the person liable for the payment or collec-
tion of such tax (except that which is exempt from execution pursuant to section
550.37) or property on which there is a lien provided in section 270.69. For this
purpose, the term “tax” shall include any penalty, interest and costs properly
payable. The term “levy” includes the power of distraint and seizure by any
means.

Sec. 12. Minnesota Statutes 1986, section 271.01, subdivision 5, is amended
to read:

Subd. 5. JURISDICTION. The tax court shall have statewide jurisdiction.
Except for an appeal to the supreme court or any other appeal allowed under
this subdivision, the tax court shall be the sole, exclusive, and final authority for
the hearing and determination of all questions of law and fact arising under the
tax laws of the state, as defined in this subdivision, in those cases that have been
appealed to the tax court and in any case that has been transferred by the
district court to the tax court. The tax court shall have no jurisdiction in any
case that does not arise under the tax laws of the state or in any criminal case or
in any case determining or granting title to real property or in any case that is
under the jurisdiction of the probate court. The small claims division of the tax
court shall have no jurisdiction in any case dealing with property valuation or
assessment for property tax purposes until the taxpayer has appealed the valua-
tion or assessment to the town or city board of equalization and to the county
board of equalization, except for those taxpayers whose original assessments are
determined by the commissioner of revenue. The tax court shall have no
jurisdiction in any case involving an order of the state board of equalization
unless a taxpayer contests the valuation of property. Only the taxes, aids and
related matters contained in chapters 60A, 69, 124, 270, 272, 273, 274, 275,
276, 277, 278, 279, 285, 287, 288, 290, 290A, 291, 292, 293, 294, 295, 296, 297,
297A, 297B, 297C, 297D, 298, 299, 299F, 473, 473F, and 477A shall be consid-
ered tax laws of this state subject to the jurisdiction of the tax court. This
subdivision shall not be construed to prevent an appeal, as provided by law, to
an administrative agency, board of equalization, or to the commissioner of
revenue. Wherever used in this chapter, the term commissioner shall mean the
commissioner of revenue, unless otherwise specified.

Sec. 13. Minnesota Statutes 1986, section 287.21, is amended by adding a
subdivision to read:

Subd. 4. TAX-FORFEITED LAND. Before a state deed for tax-forfeited

land, persons who redeem tax-forfeited land, or local units of government that
apply for use or purchase of tax-forfeited land.

New language is indicated by underline, deletions by stsilecut.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



Ch. 719, Art. 19 LAWS of MINNESOTA for 1988 2022
Sec. 14. Minnesota Statutes 1987 Supplement, section 295.32, is amended
to read:
295.32 GROSS EARNINGS TAX; ANNUAL RETURN.

Every telegraph company as defined in section 295.01, subdivision 9, shall
file a return with the commissioner of revenue, in such form as the commission-
er shall prescribe, containing a true and just report of its gross earnings derived
from business within the state during the preceding calendar year, and make
payment of the tax based upon the following percentages of such gross earnings:

for calendar years beginning before December 31, 1989, 6 percent,
for calendar year 1990, 45 4 percent,

for calendar year 1991, 3 2 percent,

for ealendar year 1992 -5 pereent; and

for calendar years beginning after December 31, 3992 1991, exempt.

Such return and payment of the tax due therewith shall be submitted on or
before March first of each year, and shall be in lieu of all ad valorem taxes upon
the property of such company within the state for the year during which such
gross earnings accrued. The provisions of chapter 294 and acts amendatory
thereto, shall be applicable to such telegraph companies and to the returns and
to the taxes submitted therewith by them.

Sec. 15. Minnesota Statutes 1986, section 297D.08, is amended to read:
297D.08 TAX RATE.

A tax is imposed on marijuana and controlled substances as defined in
section 297D.01 at the following rates:

(1) on each gram of marijuana, or each portion of a gram, $3.50; and
(2) on each gram of controlled substance, or portion of a gram, $200; or

(3) on each 50 ten dosage units of a controlled substance that is not sold by
weight, or portion thereof, $2;660 $400.

Sec. 16. Minnesota Statutes 1987 Supplement, section 298.22, subdivision
1, is amended to read:

Subdivision 1. (1) The office of commissioner of iron range resources and
rehabilitation is created. The commissioner shall be appointed by the governor
under the provisions of section 15.06.

(2) The commissioner may hold such other positions or appointments as are
not incompatible with duties as commissioner of iron range resources and reha-
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_bilitation. The commissioner may appoint a deputy commissioner. All expenses
of the commissioner, including the payment of such assistance as may be neces-
sary, shall be paid out of the amounts appropriated by section 298.28. The
compensation of the commissioner shall be set by the legislative coordinating
commission and may not exceed the maximum salary set for the commissioner
of administration under section 15A.081, subdivision 1.

(3) When the commissioner shall determine that distress and unemployment
exists or may exist in the future in any county by reason of the removal of
natural resources or a possibly limited use thereof in the future and the decrease
in employment resulting therefrom, now or hereafter, the commissioner may use
such amounts of the appropriation made to the commissioner of revenue in
section 298.28 as are determined to be necessary and proper in the development
of the remaining resources of said county and in the vocational training and
rehabilitation of its residents, except that the amount needed to cover cost
overruns awarded to a contractor by an arbitrator in relation to a contract
awarded by the commissioner or in effect after July 1, 1985, is appropriated
from the general fund. For the purposes of this section, “development of
remaining resources” includes, but is not limited to, the promotion of tourism.

Sec. 17. Minnesota Statutes 1987 Supplement, section 298.2213, subdivi-
sion 3, is amended to read:

Subd. 3. USE OF MONEY. The money appropriated under this section
may be used to provide loans, loan guarantees, interest buy-downs, and other
forms of participation with private sources of financing, provided that a loan to
a private enterprise must be for a principal amount not to exceed one-half of the
cost of the project for which financing is sought, and the rate of interest on a
loan must be no less than the lesser of eight percent or the rate of interest set by
the Minnesota development board for eomparable small business
jeans st that time that is three percentage points less than a full faith and credit
obligation of the United States government of comparable maturity, at the time
that the loan is approved. .

Money appropriated in this section must be expended only in or for the
benefit of the tax relief area defined in section 273.134, and as otherwise provid-
ed in this section.

Sec. 18. Minnesota Statutes 1986, section 298.223, is amended to read:
298,223 TACONITE AREA ENVIRONMENTAL PROTECTION FUND.

Subdivision 1. CREATION; PURPOSES. A fund called the taconite envi-
ronmental protection fund is created for the purpose of reclaiming, restoring and
enhancing those areas of northeast Minnesota located within a tax relief area
defined in section 273.134 that are adversely affected by the environmentally
damaging operations involved in mining taconite and iron ore and producing
iron ore concentrate and for the purpose of promoting the economic develop-
ment of northeast Minnesota. The taconite environmental protection fund shall
be used for the following purposes:
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(a) to initiate investigations into matters the iron range resources and reha-
bilitation board determines are in need of study and which will determine the -
environmental problems requiring remedial action;

(b) reclamation, restoration or reforestation of minelands not otherwise
provided for by state law;

(c) local economic development projects including construction of sewer
and water systems, and other public works located within a tax relief area
defined in section 273.134;

(d) monitoring of mineral industry related health problems among mmmg
employees.

Subd. 2. ADMINISTRATION. The taconite environmental protection fund
shall be administered by the commissioner of the iron range resources and
rehabilitation board. The commissioner shall by September 1 of each year
prepare a list of projects to be funded from the taconite environmental protec-
tion fund, with such supporting information including description of the projects,
plans, and cost estimates as may be necessary. Upon recommendation of the
iron range resources and rehabilitation board, this list shall be submitted to the
legislative advisory commission for its review. This list with the recommenda-
tion of the legislative advisory commission shall then be transmitted to the
governor by November 1 of each year. By December 1 of each year, the
governor shall approve or disapprove, or return for further consideration, each
individual project. Funds for a project may be expended only upon approvat of
the project by the governor.

The commissioner may submit supplemental projects for approval at any
time. Supplemental projects approved by the board must be submitted to the
members of the legislative advisory commission for their review and recommen-
dations of further review. If a recommendation is not provided within ten days,
no further review by the legislative advisory commission is required, and the
governor shall approve or disapprove each project or return it for further consid-
eration. If the recommendation by any member js for further review the gover-
nor shall submit the request to the legislative advisory commission for its review
and recommendation. Failure or refusal of the commission to make a recom-

mendation promptly js a negative recommendation.

Subd. 3. APPROPRIATION. There is hereby annually appropriated to the
commissioner of iron range resources and rehabilitation such funds as are neces-
sary to carry out the projects approved and such funds as are necessary for
administration of this section. Annual administrative costs, not including detailed
engineering expenses for the projects, shall not exceed five percent of the amount
annually expended from the fund.

Funds for the purposes of this section are provided by section 298.28,
subdivision 11 relating to the taconite environmental protection fund.
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Sec. 19. Minnesota Statutes 1986, section 298.28, subdivision 3, is amended
to read:

Subd. 3. CITIES; TOWNS. (a) 12.5 cents per taxable ton, less any amount
distributed under subdivision 8, and paragraph (b) of this subdivision, must be
allocated to the taconite municipal aid account to be distributed as provided in
section 298,282,

(b) An amount must be allocated to towns or cities that is annually certified
by the county auditor of a county containing a taconite tax relief area within
which there is (1) an organized township if, as of January 2, 1982, more than 75
percent of the assessed valuation of the township consists of iron ore or (2) a
city if, as of January 2, 1980, more than 75 percent of the assessed valuation of
the city consists of iron ore.

(c) The amount allocated under paragraph (b) will be the portion of a
township’s or city’s certified levy equal to the proportion of (1) the difference
between 50 percent of January 2, 1982, assessed value in the case of a township
and 50 percent of the January 2, 1980, assessed value in the case of a city and its
current assessed value to (2) the sum of its current assessed value plus the
difference determined in (1), provided that the amount distributed shall not

Census. The county auditor shall extend the township’s or city’s levy against the
sum of the township’s or city’s current assessed value plus the difference between
50 percent of its January 2, 1982, assessed value and its current assessed value
in the case of a township and between 50 percent of its January 2, 1980,
assessed value and its current assessed value in the case of a city. If the current
assessed value of the township exceeds 50 percent of the township’s January 2,
1982, assessed value, or if the current assessed value of the city exceeds 50
percent of the city’s January 2, 1980, assessed value, this paragraph shall not
apply.

Sec. 20. Minnesota Statutes 1986, section 373.40, subdivision 4, as added
by H.F. No. 1796, if enacted, is amended to read:

Subd. 4. LIMITATIONS ON AMOUNT. A county, other than Hennepin
or Ramsey, may not issue bonds under this section if the maximum amount of
principal and interest to become due in any year on all the outstanding bonds
issued pursuant to this section (including the bonds to be issued) will equal or
exceed one mill multiplied by the taxable assessed value of property in the
amount of principal and interest to become due in any year on all the outstand-
ing bonds issued pursuant to this section (including the bonds to be issued) will
equal or exceed 1.2 mills multiplied by the taxable assessed value of property in
the county. Hennepin county may not issue bonds under this section if the
maximum amount of principal and interest to become due in any year on all the

New language is indicated by underline, deletions by strikeeut.

Copyright © 1988 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



Ch. 719, Art. 19 LAWS of MINNESOTA for 1988 2026

outstanding bonds issued pursuant to this section together with the bonds pro-
posed to be issued, will equal or exceed one-half mill multiplied by the taxable
assessed value of the property in the county. Calculation of the limit must be
made using the taxable assessed value for the. taxes payable year in which the
obligations are issued and sold. This section does not limit the authority to
issue bonds under any other special or general law.

Sec. 21. Minnesota Statutes 1986, section 387.212, is amended to read:

387.212 CONTINGENT FUND.

The board of county commissioners in any county may create a sheriff’s
contingent fund and may credit thereto not more than $3;666 $10,000. The
money in such fund may be used for the advancement and reimbursement of
expenses of the sheriff and the sheriff’s office. Such moneys shall be disbursed
by the county treasurer in accordance with rules and regulations prescribed by
the board. Any balance remaining at the end of the year shall be transferred to
the revenue fund.

Sec. 22. [424A.10] STATE SUPPLEMENTAL BENEFIT; VOLUNTEER
FIREFIGHTERS. :

- Subdivision 1. DEFINITION. For purposes of this section, “qualified recip-
ient” means an individual who receives an involuntary lump sum distribution of
pension or retirement benefits from a firefighters® relief association for service

performed as a volunteer firefighter,

Subd. 2. PAYMENT OF SUPPLEMENTAL BENEFIT. Upon the pay-
ment by a firefighters’ relief association of an involuntary lump sum distribution
1o a qualified recipient, the association must pay a supplemental benefit to the
qualified recipient. Notwithstanding any law to the contrary, the relief associa-
tion may pay the supplemental benefit out of its special fund. The amount of
this benefit equals ten percent of the regular involuntary lump sum distribution
that is paid on the basis of service as a volunteer firefighter. In no case may the
amount of the supplemental benefit exceed $1,000.

Subd. 3. STATE REIMBURSEMENT. By February 15 of each year, the
ment of the amount of supplemental benefits paid under subdivision 2 during
the preceding calendar year. By March 15 the commissioner shall reimburse the
relief association for the amount of the supplemental benefits paid to qualified
recipients. The commissioner of revenue shall prescribe the form of and sup-
porting information that must be supplied as part of the application for state
reimbursement. The reimbursement payment must be deposited in the special
fund of the relief association, .

involuntary lump sum distributions of retirement benefits paid to yolun-
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teer firefighters. If the law is to

lump sum distributions from state income taxation, the supplemental benefits
under this section may no longer be paid beginning with the first calendar year
in which the exclusion or exemption is effective. This subdivision does not
apply to exemption of all or part of a lump sum distribution under section
290.032 or 290.0802,

Sec. 23. Minnesota Statutes 1987 Supplement, section 469.170, is amended
by adding a subdivision to read:

Subd. 5d. AMENDMENT OF PLANS. A written multivear enterprise
zone tax credit distribution plan submitted under subdivision 5a, 5b, or 5S¢, may

two years from the of of the
amendments may be made no sooner than two years after the most recent prior

amendment,

Sec. 24. Minnesota Statutes 1986, section 473.843, subdivision 2, is amended
to read:

Subd. 2. DISPOSITION OF PROCEEDS. After reimbursement to the
department of revenue for costs incurred in administering this section, the
proceeds of the fees imposed under this section, including interest and penalties,
must be deposited as follows:

(a) one-half of the proceeds must be deposited in the landfill abatement
fund established in section 473.844; and

(b) one-half of the proceeds must be deposited in the metropolitan landfill
contingency action fund established in section 473.845.

Sec. 25. Minnesota Statutes 1986, section 507.235, subdivision 1, is amended
to read:

Subdivision 1. FILING REQUIRED. All contracts for deed executed on or
after January 1, 1984, shall be recorded within six months in the office of the
county recorder or registrar of titles in the county in which the land is situated.
This filing period may be extended if failure to pay the property tax due in the
current year on a parcel as required in section 272.121 has prevented filing and

Sec. 26. Minnesota Statutes 1987 Supplement, section 508.25, is amended
to read: .

508.25 RIGHTS OF PERSON HOLDING CERTIFICATE OF TITLE.
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Every person receiving a certificate of title pursuant to a decree of registra-
tion and every subsequent purchaser of registered land who receives a certificate
of title in good faith and for a valuable consideration shall hold it free from all
encumbrances and adverse claims, excepting only the estates, mortgages, liens,
charges, and interests as may be noted in the last certificate of title in the office
of the registrar, and also excepting any of the following rights or encumbrances
subsisting against it, if any:

(1) Liens, claims, or rights arising or existing under the laws or the constitu-
tion of the United States, which this state cannot require to appear of record;

(2) The lien of any real property tax or special assessment for which the
land has not been sold at the date of the certificate of title;

(3) Any lease for a period not exceeding three years when there is actual
occupation of the premises thereunder;

(4) All rights in public highways upon the land;

(5) The right of appeal, or right to appear and contest the application, as is
allowed by this chapter;

(6) The rights of any person in possession under deed or contract for deed
from the owner of the certificate of title;

(7) Any outstanding mechanics lien rights which may exist under sections
514.01 to 514.17.

€8) No existing or future liens or judgments; notwithstanding seetion 598:63;
arising under the laws of this state for the nonpayment of any amounts due
under chapter 268 or any tax administered by the commissioner of revenue may
encumber title to lands registered under chapter 508 unless filed under the terms

of chapter 508.

Sec. 27. Laws 1988, chapter 516, section 3, is amended to read:
Sec. 3. AREA OF OPERATION.

The area of operation of the joint authority and the project for purposes of
Minnesota Statutes, section 469.174, subdivision 8 shall include all of Cook
county. The Grand Marais city council must approve any project as defined in
Minnesota Statutes; seetion 469-174; subdivision §; and any economic develop-
ment district as defined in Minnesota Statutes, section 469,101, if the project or
economic development district includes real property within the boundaries of
Grand Marais or includes real property owned by Grand Marais.

Sec. 28. H.F. No. 1796, section 6, if enacted, is amended to read:
Sec. 6. EFFECTIVE DATE.

Section 5 is effective upon compliance by the Hennepin county board with
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1988.

Sec. 29. REFUNDING BONDS.

The city of Little Falls in
may issue and sell general obligation refunding bonds of the city in a principal
amount not exceeding $3,300,000, the proceeds of which are to be used to
refund the city’s general obligation tax increment bonds of 1985. The refunding
bonds shall be issued and sold in accordance with Minnesota Statutes, chapter

475, except that:

(1) the refunding bonds shall be treated as obligations described in Minne-
sota Statutes, section 475.58, subdivision 1, paragraph (3);

(2) Minnesota Statutes, section 475.67, subdivision 12, shall not apply;

LAWS of MINNESOTA for 1988 Ch. 719, Art. 19

Morrison county, by resolution of its city council,

ble o the gity.
Sec. 30. APPLICATION OF PROCEEDS OF REFUNDED BONDS.

—— e, e At e e s i — ———

P b

The city of Little Falls in Morrison county, by resolution of its city council,

may appropriate any of the unexpended proceeds of its general obligation tax
increment bonds of 1985, except proceeds held in the debt service fund for the

bonds, to any other municipal purpose for which the city could issue its bonds,
including the purposes set forth in Minnesota Statutes, section 475.52, subdivi-

sion 1 or 2, 429.021, gﬂ4.075. To the extent that the proceeds are appropriat-

are collectible, the city shall appropriate the receipts from the special assess-
ments or tax increments, subject to any prior pledge of them to secure other

obligations of the city, to the payment of the general obligation tax increment
bonds of 1985, or to the payment of any refunding bonds issued pursuant to
section 29,

Sec. 31. CITY OF HERMANTOWN; PROPERTY TAXES ON LAND
HELD FOR ECONOMIC DEVELOPMENT.

economic development purposes is a public purpose under Minnesota Statutes,

section 272.02, subdivision 1, clause (7), for a period not to exceed 10 years.

the bui

This section does not apply if buildings or other improvements are constructed

individ

ual, corporation, or other entity is leased to or otherwise used by a
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private individual, corporation, or other entity. This section does not create an
exemption from Minnesota Statutes, section 272.01, subdivision 2; 272.68; 273.19;
or 469.040, subdivision 3; or other provision of law providing for the taxation of

loaned, or otherwise made available and used by a private person.

Sec. 32. [383A.65] RAMSEY COUNTY; AUTHORIZATION FOR BONDS,

works of art, the proceeds of which may not be used for that purpose until

$500,000 in operational funding has been committed by nonpublic sources. The
bonds shall be issued pursuant to Minnesota Statutes, chapter 475, except that

shall not be subject to any other debt or tax levy limitations applicable to the
county and shall not be considered in calculating amounts subject to any other
debt or tax levy limitations. Levies by the county for debt servicing payment for
the retirement of the bonds shall be exempt from and disregarded in the calcula-
tion of all tax levy limitations applicable to the county.

Sec. 33. CITY OF SHAFER BOND ISSUE,

The city of Shafer may issue general obligation bonds of the city in an
aggregate principal amount not to exceed $40,000 to finance the acquisition and
betterment of a municipal building. The bonds shall be issued and sold in
accordance with the provisions of Minnesota Statutes, chapter 475, including
the provision requiring the approval of a majority of the electors voting on the

question of issuing the bonds. Notwithstanding any other statutory or charter

puting any debt limit applicable to the city, nor shall E—_e taxes reguireE_tg be
levied to pay the principal of and interest on the bonds be subject to any levy
limitation or be included in computing any levy limitation applicable to the city.

Sec. 34. STEARNS COUNTY; PROPERTY TAX REFUND. '

Stearns county shall refund to Lake Koronis Assembly Grounds the proper-
Ly taxes assessed in 1985, paid in 1986, for the parcels identified as 26-16447-03, l
26-15788-00, 26-15790-00, 26-15788-04, 26-16447-02, 26-16447-04, 26-16447-
16, 26-16447-06, and 26-16447-07.

Stearns county shall refund to Lake Koronis Assembly Grounds the amount
of $4,786 according to the following schedule:

one-third by August 1, 1988;
one-third by July 1, 1989; and
one-third by July 1, 1990.
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The refund shall be paid from the property taxes and charged against the
receipts held by the county for the taxing jurisdictions in the same proportion as
the taxes paid on this property in 1986. No interest shall be paid on the
amounts refunded.

Sec. 35. HARDSHIP LOANS.

Notwithstanding the limitations on the metropolitan council’s authority to
make hardship loans in Minnesota Statutes, section 473.167, subdivision 2a,
paragraph (b), the council may make hardship loans until December 31, 1988, 1o
Washington county to purchase homestead property from and provide reloca-
tion assistance to property owners affected by hardship acquisitions incurred
because of adoption of the Washington county Big Marine Park master plan.
Except as provided in this section, the hardship loans must be made in accord-
ance with Minnesota Statutes, section 473.167, subdivisions 2 and 2a.

Sec. 36. APPROPRIATION.

(a) $49,000 is appropriated for fiscal year 1989 from the general fund to the
commissioner of revenue for purposes of preparing income tax samples under
section 10.

(b) $263,000 is appropriated for fiscal year 1988 from the general fund to
the commissioner -of revenue for purposes of administering restoration of prop-
erty tax refunds under article 4, section 12. Amounts not expended in fiscal year

A A LA S AL

{c) $45,000 is appropriated for fiscal year 1989 from the general fund to the
commissioner of revenue for purposes of administering property tax refund
targeting under article 4, section 7.

(d) $165,000 is appropriated for fiscal year 1989 from the general fund to

reform provisions of article 5.

(e) $600,000 is appropriated for fiscal year 1989 from the general fund to

—— e e A —-—

relief associations under section 22.

Sec. 37. REPEALER.

(a) Minnesota Statutes 1987 Supplement, sections 296.02, subdivisions 2a
and 2b, as amended by H.F. No. 1749, if enacted, and 296.025, subdivisions 2a
and 2b, as amended by HL.F. No. 1749, if enacted, are repealed.

(b) Laws 1987, chapter 268, article 3, section 11 is repealed.

Sec. 38. EFFECTIVE DATE.,

Sections 1, 15, and 19 are effective July 1, 1988. Section 13 is effective for
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all instruments recorded after May 31, 1987. Sections 11, 12, 14, 16, 17, 18, 21,
23, 24, 25, 36, and 37, paragraph (b), are effective the day following final

retroactive to August 1, 1987. Section 22 is effective for lump sums paid afier
December 31, 1986. Section 27 is effective at the same time Laws 1988, chapter
5186, is effective. '

Pursuant to Minnesota Statutes, section 645.023, subdivision 1, paragraph
(a), sections 29, 30, and 33 are effective without local approval on the day
following final enactment.

section 645.021 by the city council of Hermantown and terminates effective with
taxes levied in 1989, payable 1990. Section 32 is effective the day after filing of
certificates of local approval by the governing body of the city of St. Paul and
the Ramsey county board in compliance with Minnesota Statutes, section 645.021,
subdivision 3. Section 37, paragraph (4) is effective retroactive to July 1, 1987.

Section 27 is effective the day after compliance by the governing bodies of
Cook county and the city of Grand Marais with Minnesota Statutes, section
645.021, subdivision 3.

Section 35 is effective in the counties of Anoka, Carver, Dakota, Hennepin
Ramsey, Scott, and Washington.

Approved May 7, 1988

CHAPTER 720—S.F.No. 2292
An act relating to libraries; excluding library services levies from certain levy limita-
tions; amending Minnesota Statutes 1986, section 134.34, by adding a subdivision.

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

Section 1. Minnesota Statutes 1986, section 134.34, is amended by adding
a subdivision to read:

Subd. 6. EFFECT OF LEVY LIMITATIONS. Notwithstanding any law to
the contrary, levies authorized in this section for library services are not includ-
ed in the portion of county or city levies subject to levy limitations.

Approved May 7, 1988
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