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Sec, 24. HAZARDOUS WASTE TRANSPORTER LICENSING.

Unless, before Congress adjourns in 1997, Congress specifically reauthorizes the
uniform hazardous materials permit program created in the Hazardous Materials Trans-
portation Uniform Safety Act of 1990, United States Code, title 49 appendix, sections
18-19, subsection (c), the commissioner shall stop registering and permitting hazardous

material and hazardous waste transporters on the date Congress adjourns in 1997, and
shall revert to licensing hazardous waste transporters under Minnesota Statutes, section
221.0335. A permit under Minnesota Statutes, section 221.0355, becomes a hazardous

waste transporter license under Minnesota Statutes, section 221.0335.

Presented to the governor May 29, 1997
Signed by the governor June 2, 1997, 2:08 p.m.

CHAPTER 231—H.F.No. 2163

An actrelating to the financing and operation of state and local government; providing proper-
ty tax class rate reform; dedicating future state revenues to property tax reform; providing a property
tax rebate; providing for calculation of rent constituting property taxes; changing truth—in—taxation
requirements; imposing levy limits on cities and counties for taxes levied in 1997 and 1998; autho-
rizing deferral of property taxes by senior citizens; changing fiscal note requirements for state man-
dates; requiring periodic review of administrative rules; making miscellaneous property, income,
and sales tax changes; changing and modifying the application of tax increment financing provi-
sions; authorizing certain local governments to exercise certain powers; authorizing local tax ley-
ies, abatements, and assessments; modifying certain local aids; conforming certain income tax laws
with changes in federal law; modifying certain income tax definitions and formulas; providing in-
come tax credits; modifying the application of sales and excise taxes; exempting certain purchases
from the sales tax; modifying waste management tax and minerals tax provisions; increasing the
budget reserve; revising the law governing regional development commissions; modifying certain
provisions relating to insurance companies; requiring studies; requiring reports; appropriating
money; repealing an appropriation; amending Minnesota Statutes 1996, sections 6.76; 16A.152,
subdivision 2; 60A.075, subdivisions 1, 8, and 9; 60A.077, subdivisions 1,2356,74809,10,11,
and by adding a subdivision; 69.021, subdivision 7; 93.41; 103D.905, subdivisions 4, 5, and by ad-
ding a subdivision; 115A.554; 117.155; 121.15, by adding a subdivision; 124.195, subdivisions 7
and 10; 124.239, subdivision 5, and by adding subdivisions; 161.45, by adding a subdivision;
216B.16, by adding a subdivision; 270.60, by adding a subdivision; 270B.01, subdivision 8;
270B.02, by adding a subdivision; 270B.12, by adding a subdivision; 271.01, subdivision 5; 271.19;
272.02, subdivision 1, and by adding a subdivision; 272.115; 273.11, subdivisions 1, 1a, and 16;

- 273.111, subdivisions 3 and 6; 273.112, subdivisions 2, 3, and 4; 273.12; 273.121; 273.124, subdivi-

sion 1, and by adding a subdivision; 273.13, subdivisions 22, 23, 24, 25, 31, 32, and by adding a
subdivision; 273.1393; 273.1398, subdivision 8; 273.18; 274.01; 274.13, by adding subdivisions;
275.065, subdivisions 1, 3, 5a, 6, 8, and by adding subdivisions; 275.07, subdivision 4; 275.16;
275.62, subdivision 1; 276.04, subdivision 2; 278.07; 281.13; 281.23, subdivision 6, and by adding
a subdivision; 281.273; 281.276; 282.01, subdivision 8; 282.04, subdivision 1; 287.22; 289A.02,
subdivision 7; 289A.56, subdivision 4; 290.01, subdivisions 19, 19a, 1 b, 19¢, 19d, 19f, 19g, 31, and
by adding a subdivision; 290.014, subdivisions 2 and 3; 290.015, subdivisions 3 and 5; 290.06, sub-
division 22, and by adding a subdivision; 290.067, subdivision 1; 290.068, subdivision 1; 290.0922,
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subdivision 1; 290.17, subdivisions 1 and 4; 290.191, subdivision 4; 290.371, subdivision 2; 290.92,
by adding a subdivision; 290.9725; 290.9727, subdivision 1; 290.9728, subdivision 1; 290A.03,
subdivisions 7, 11, and 13; 290A.04, by adding a subdivision; 290A.19; 291,005, subdivision 1,
296.141, subdivision 4; 296.18, subdivision 1; 297A.01, subdivisions 3, 4, 7, 11, and 16; 297A.09;
297A.15, subdivision 7; 297A.211, subdivision 1; 297A.25, subdivisions 2, 3, 5, 7, 11, 16, 56, 59, and
by adding subdivisions; 297A.44, subdivision 1; 297B.01, subdivisions 7 and 8; 298.24, subdivision
1; 298.28, subdivision 9a, and by adding a subdivision; 298.296, subdivision 4; 298.2961, subdivi-
sion 1; 298.75, subdivisions 1, 4, and by adding a subdivision; 308A.705, subdivision 1; 325D.33,
subdivision 3; 349.154, subdivision 2; 349.19, subdivision 2a; 349.191, subdivision 1b; 373.40,
subdivision 7; 375.192, subdivision 2; 383A.75, subdivision 3; 398A.04, subdivision 1; 462.381;
462.383; 462,384, subdivision 5; 462.385, subdivisions 1 and 3; 462.386, subdivision 1; 462.387;
462.388; 462.389, subdivisions 1, 3, and 4; 462.39, subdivisions 2 and 3; 462.391, subdivision 5,
and by adding subdivisions; 462.393; 462.394; 462.396, subdivisions 1, 3, and 4; 462.398; 465.71;
465.81, subdivisions 1 and 3; 465.82, subdivisions 1, 2, and by adding a subdivision; 465.87, subdi-
visions 1a and 2; 465.88; 469.012, subdivision 1; 469.033, subdivision 6; 469.040, subdivision 3;
469.169, by adding a subdivision; 469.174, subdivision 10, and by adding subdivisions; 469.175,
subdivision 3; 469.176, subdivisions 1b, 4¢, 4j, and 5; 469.177, subdivisions 1 and 3; 473.39, by
adding a subdivision; 477A.011, subdivision 36; 477A.05; Laws 1992, chapter 511, article 2, section
52; Laws 1993, chapter 375, articles 7, section 29, and 9, sections 45, subdivisions 2, 3, 4, and by
adding a subdivision, and 46, subdivision 2; Laws 1995, chapters 255, article 3, section 2, subdivi-
sion 1, as amended, and 264, article 5, sections 44, subdivision 4, as amended, and 45, subdivision 1,
as amended; and Laws 1997, chapters 34, section 2, and 75, section 2; proposing coding for new law
in Minnesota Statutes, chapters 3; 14; 16A; 273; 275; 287; 290; 297A; 383A; 383B; 458D; 4624,
465; and 469; proposing coding for new law as Minnesota Statutes, chapters 290B; and 297H; re-
pealing Minnesota Statutes 1996, sections 3.982; 116,07, subdivision 10; 121.904, subdivision 4d;
124.2134; 270B.12, subdivision 11; 273.1317; 273.1318; 276.012; 276.20; 276.21; 290A.03, sub-
divisions 12a and 14, 2904.055; 290A.26; 297A.01, subdivisions 20 and 21; 297A.02, subdivision
5; 297A.45, as amended; 462.384, subdivision 7; 462.385, subdivision 2; 462.389, subdivision 5;
462.391, subdivisions 1, 2, 3,4, 6, 7, 8, and 9; 462.392; 469.181; Laws 1995, chapter 264, article 4,
as amended; and H.F. 2158, article 1, section 25, if enacted.

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

ARTICLE 1
PROPERTY TAX REFORM

Section 1. Minnesota Statutes 1996, section 124.239, is amended by adding a subdi-
vision to read:

Subd. 3a. DEBT SERVICE COSTS QUALIFYING FOR AID. Annual debt ser-
vice costs costs up iptoan amount equal to fo the 1997 debt serv1ce costs for bonds outstandmg on

Sec. 2. Minnesota Statutes 1996, section 124.239, subd1v1s1on 5, isamended to read.

Subd. 5. LEVY AUTHORIZED. A district, after local board approval, may levy
for costs related to an approved facility plan as follows:
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(a)if the district has indicated to the commissioner that bonds will be issued, the dis-
trict may levy for the principal and interest payments on outstanding bonds issued ac-
cording to subdivision 3 after reduction for any alternative facilities aid received under
subdivision 5; or _ T -

(b) if the district has indicated to the commissioner that the plan will be funded
through levy, the district may levy according to the schedule approved in the plan.

Sec. 3. Minnesota Statutes 1996, section 124.239, is amended by adding a subdivi-
sion to read:

Subd. 5a. ALTERNATIVE FACILITIES AID. A district’s alternative facilities

aid is the amount equal to the district’s annual debt service costs qualifying for aid under
subdivision 3a.

Sec. 4. [273.126] QUALIFYING LOW-INCOME RENTAL HOUSING.

Subdivision 1. QUALIFYING RULES. The market value of a rental housing unit
qualifies for assessment under class 4d if:

(1) it is occupied by individuals meeting the income limits under subdivision 2;

(2) a rent restriction agreement under subdivision 3 applies;

(3) the unit meets the minimum housing guality standards under subdivision 4; and

(4) the Minnesota housing finance agency certifies to the local assessor that the unit
qualifies.

.____._._____..__

preceding senience is the income for calendar year 1996.

(b) For purposes of of this section, “median area gross income” means the greater of
(1) the \e median gross income for the area determined under section 42 of the Internal Rev-

come for the state

(c) The median gross income must be adjusted for family size.

(d) Vacant units qualify as meeting the requirements of this subdivision in the same
proportion that total units in the building are subject to rent restriction agreements under
subdivision 3 and meet minimum housing standards under subdivision 4. This paragraph
applies only to the extent that units subject to a rent restriction agreement it and meeting the
minimum housing quality standards are vacant. o

(e) The owner or manager of the property may comply with this subdivision by ob—

Subd. 3. RENT RESTRICTIONS (a) In order to qualify under class 4d, a unit

must be subject to a rent restriction agreement it with the housing finance agency for a peri-
od of at least fxve years. The agreement must be in in effect and apply to the rents to be
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charged for the year in which the property taxes are payable. The agreement must provide
that the restrictions apply to each year of the period, regardless of whether the unit is oc-
cupied by an individual with qualifying income or whether class 4d applies. The rent re-
striction agreement must provide for rents for the unit fo be o higher than 30 percent of
60 percent of the median gross income. The definition of median gross income specified
n this section applies. “Rent” means “gross rent” as defined in section 42(2)(D)(B) of the

Internal Revenue Code of 1986, as amended through December 31, 1996.

(b) Notwithstanding the maximum rent levels permitted, 20 percent of the units in
the metropolitan area and ten percent of the units in greater Minnesota qualifying under

class 4d must be made available to a family with a section 8 certificate.

(c) The rent restriction agreement runs with the land and binds any successor to title
to the property, without regard to whether the successor had actual notice or knowledge
of the agreement. The owner must promptly record the agreement in the office of fho
county recorder or must file it in the office of the registrar of titles, in the county where ithe
property is located. If the agreement is not recorded, class 4d does not apply to the proper-

ty.
Subd. 4, MINIMUM HOUSING STANDARDS. In order to qualify under class

4d, a unit st be certified by the housing finance agencyT_o meet the minimum housing
standards established under section 462A.071.

Subd. 5. MONITORING RENT LEVELS. The housing finance agency is di-
rected to monitor changes in rent levels and the use of section 8 certificates in units quali-
fying under class 4d.

Subd. 6. PENALTIES. Notwithstanding the provisions of section 273.01, 274.01,
or any other law, if the Minnesota housing finance agency notifies the assessor that the

provisions of this section have not been met for any period during which a unit was classi-
fied under class 4d, a penalty is imposed as provided in section 462A.071, subdivision 8.

Sec. 5. [273.127] TRANSITION CLASS RATES; LOW-INCOME HOUS-

ING

Subdivision 1. TAXES PAYABLE IN 1998. For taxes payable in 1998, low—in-
come housing property classified as class 4c shall have a class rate of two percent, and

property classified as class 4d shall have a class rate of 1.9 percent.

Subd. 2. APPLICATION. (a) The class rates under subdivisions 3 and 4 apply to
the market value of properties:

(1)(i) which were classified as class 4c or class 4d for taxes payable in 1998; or

(i) which are constructed or substantially rehabilitated during calendar year 1997
and would have qualified as class 4c or class 4d for taxes payable in 1999 absent the
amendments to those classes in section 8; and

cified in section 273.126.

(2) which do not qualify as class 4d property as a result of the eligibility criteria spe-

(b) To qualify for the class rates under this section, the building’s owner must annu-

ally certify to the assessor in writing that the property, building, or unit continues to quali-

fy under the Jaws in effect and applicable to its classification for taxes payable in 1998.
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(c) A property no longer qualifies under this section:

(2) if loans, that have a principal amount equal to more than 25 percent of the proper-
ty’s market value and that are secured by the property, are refinanced.

Subd. 3. CLASS 4C PROPERTIES. For the market value of properties that meet
the criteria of subdivision 2, paragraph (a), and which no longer qualify as a result of the
eligibility criteria specified in section 273.126, a class rate of 2.4 percent applies for taxes

payable in 1999 and a class rate of 2.6 percent applies for taxes payable in 2000.

Subd. 4. CLASS 4D PROPERTIES. For the market value of properties that meet
the criteria of subdivision 2, paragraph (a), and which no longer qualify as a result of the
cTigibility criteria specified in section 273,126, a class rate of 2.2 percent applies for taxes
payable in 1999 and a class rate of 2.5 applies for taxes payable in 2000.

Sec. 6. Minnesota Statutes 1996, 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 1a prop-
erty must be determined based upon the value of the house, garage, and land.

For taxes payable in 1998 and thereafter, the first $72.000 $75,000 of market value
of class 1a property has a net class rate of one percent of its market value and a gross class
;ateef%&#pefeemei#smafket%lu&%mxespayableinlg%; and the market value
of class 1a property that exceeds $72;000 but dees not execed $115,000 $75,000 has a
class rate of twe 1.85 percent of its market value; and the market value of class 1a proper-
ty that exceeds $115,000 has a class rate of 2.5 pereent of its market value: For taxes pay-
able in 1993 and thereafter; the market value of class 1a propesty that exceeds $72;000
has a class rate of two percent.

(b) Class 1b property includes homestead real estate or homestead manufactured
homes used for the purposes of a homestead by

(1) any blind person, or the blind person and the blind person’s spouse; 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) is. entitled to compensation under the laws and regulations of the United States
for permanent and total service—connected disability due to the loss, or loss of use, by
reason of amputation, ankylosis, progressive muscular dystrophies, or paralysis, of both
lower extremities, such as to preclude motion without the aid of braces, crutches, canes,

or a wheelchair; and

(iii) 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

New language is indicated by underline, deletions by strikeout:

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2399 LAWS of MINNESOTA for 1997 Ch. 231, Art. 1

(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 disability; or

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

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

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

(G) pension, annuity, or other income paid as a result of that djsability from a private
pension or disability plan, including employer, employee, union, and insurance plans and

(iii) has household income as defined in section 290A.03, subdivision 5, of $50,000
or less; or '

(4) any person who is permanently and totally disabled and whose household in-
come as defined in section 290A.03, subdivision 5, is 150 275 percent or less of the feder-
al poverty level.

Property is classified and assessed under clause (4) only if the government agency
or income-providing source certifies, upon the request of the homestead occupant, that
the homestead occupant satisfies the disability requirements of this paragraph.

Property is classified and assessed pursuant to clause (1) only if the commissioner of
economic security certifies to the assessor that the homestead occupant satisfies the re-
quirements of this paragraph.

Permanently and totally disabled for the purpose of this subdivision means a condi-
tion 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 class rate of .45 percent of its market value and a gross class rate of .87
perecent of its masket value. The remaining market value of class 1b property has a gross
o net class rate using the rates for class 1 or class 2a property, whichever is appropriate,
of similar market value.

(¢) Class 1c property is commercial usc real property that abuts a lakeshore line and
is devoted to temporary and seasonal residential occupancy for recreational purposes but
not devoted to commercial purposes for more than 250 days in the year preceding the year
of assessment, and that includes a portion used as a homestead by the owner, which in-
cludes a dwelling occupied as a homestead by a shareholder of a corporation that owns
the resort or a partner in a partnership that owns the resort, even if the title to the home-
stead is held by the corporation or partnership. For purposes of this clause, property is
devoted to a commercial purpose on a specific day if any portion of the property, exclud-
ing the portion used exclusively as a homestead, is used for residential occupancy and a
fee is charged for residential occupancy. In order for a property to be classified as class 1c,

New language is indicated by underline, deletions by strikeout.

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 231, Art. 1 LAWS of MINNESOTA for 1997 2400

at least 40 percent of the annual gross lodging receipts related to the property must be
Trom business conducted between Memorial Day weekend and Labor Day weekend, and
at Teast 60 percent of all bookings by lodging guests during the year must be for periods of
at Jeast two consecutive nights. Class 1c property has a class rate of one percent of total
arket value for tazes payable in 1993 and theseafter 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) Class 1d property includes structures that meet all of the following criteria:

(1) the structure is located on property that is cJassified as agricultural propertsf un-
der section 273.13, subdivision 23;

(2) the structure is occupied exclusively by seasonal farm workers during the time
when they work on that farm, and the occupants are not charged rent for the privilege of

occupying the property, provided that use of the structure for storage of farm equipment
and produce does not disqualify the property from classification under this paragraph;

(3) the structure meets all applicable health and safety requirements for the ap-
propriate.season; and

(4) the structure is not saleable as residential property because it does not comply
with local ordinances relating to location in relation to streets or roads.

The market value of class 1d property has the same class rates as class 1a property
under paragraph (a).
Sec. 7. Minnesota Statutes 1996, section 273.13, subdivision 24, is amended to read:

Subd. 24. CLASS 3. (2) Commercial and industrial property and utility real and per-
sonal property, except class 5 property as identified in subdivision 31, clause (1), is class
3a. It Bach parcel has a class rate of three 2.7 percent of the first $100,000 tier of market
value For taxes payable in 1993 and thereafter, and 5.06 4.0 percent of the remaining mar-
ket value over $100,000, except that in the case of contiguous parcels of commercial and
industrial property owned by the same person or entity, only the valu equal to the first—
Her valus of the contiguous parcels qualifies for the reduced class rate, For the purposes

of this subdivision, the first tier means the first $150,000 of market value. In the ease of
state_assessed commercial, industrial, and utility property owned by one person of enti-
%M%WW&%MM%%%MWO@M% In the
case of other commercial; industrial; and utility property owned by one person or entity,
only one parcel in each county has a reduced class rate on the first $100;000 tier of market

value; except that:.
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Only the value of the elevator portion of each pareel shall qualify for treatment under this
clause- For purposes of this subdivision; contiguous parcels include parcels separated
only by a railroad or public road right-ef-way; and

(3) in the case of property owned by a nonprofit charitable exganization that quali-
fies for tax exemption under section 504(c)(3) of the Internal Revenue Code of 1986, as
amended through Decomber 31; 1993; if the property is used as a business incubator; the
limitation o one pareel per owner per county for the reduced class sate shall not apply;
provided that the reduccd rate applics only to the first $100,000 of value per parcel owned
by-the erganization- As used in this clause; a “business incubates” is a facility used for the
development of nonretail businesses; offering access to equipment; space; services; and
advice to the tenant businesses; for the purpese of encouraging economic development;
diversification; and job ereation in the area sorved by the organization.

To reccive the reduced elass rato on additional parcels under clause (1); (2); or (3);
the taxpayer must notify tho county assessor that the taxpayer owns more than one pareel
that qualifies under clause (1); (2); or (3):

For purposes of this paragraph, parcels are considered to be contiguous even if they
are separated from each other by a road, street, vacant lot, waterway, or other similar in-
tervening type of property. - - -

(b) Employment property defined in section 469.166, during the period provided in
section 469.170, shall constitute class 3b and has a class rate of 2.3 percent of the first
$50,000 of market value and 3.6 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 class rate of the first $100,008 tier of market value and
the class rate of the remainder is determined under paragraph (a), unless the governing
body of the city designated as an enterprise zone determines that a specific parcel shafl be
assessed pursuant to the first clause of this sentence. The governing body may provide for
assessment under the first clause of the preceding sentence only for property which is
located in an area which has been designated by the governing body for the receipt of tax
reductions authorized by section 469.171, subdivision 1.

(c) Structures which are (i) located on property classified as class 3a, (if) constructed
under an initial building permit issued after January 2, 1996, (iii) located in a transit zone
as defined under section 473.3915, subdivision 3, (iv) located within the boundaries of a
school district, and (v) not primarily used for retail or transient lodging purposes, shall
have a class rate of four equal to 85 percent of the class rate of the second tier of the com-
mercial property rate under paragraph (a) on hat any portion of fhe market value in 6x-
eess of $100,000 and any market value under $100;000 that does not qualify for the three
pereent first tier class rate under paragraph (a). As used in item (v), a structure is primarily
used for retail or transient lodging purposes if over 50 percent of its square footage is used
for those purposes. The four percent rate shall also apply to improvements to existing
structures that meet the requirements of items (i) to (v) if the improvements are
censtructed under an initial building permit issued after January 2, 1996, even if the re-
mainder of the structure was constructed prior to January 2, 1996. For the puzposes of this
paragraph, a structure shall be considered to be located in a transit zone if any portion of
the structure lies within the zone. If any property once eligible for treatment under this
paragraph ceases to remain eligible due to revisions in transit zone boundaries, the prop-
erty shall continue to receive treatment under this paragraph for a period of three years.
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Sec. 8. Minnesota Statutes 1996, 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 purposes, without regard to whether the property
has been platted or subdivided. Class 4a property in a city with a population of 5,000 or
less, that is (1) located outside of the metropolitan area, as defined in section 473.121,
subdivision 2, or outside any county contiguous to the metropolitan area, and (2) whose
city boundary is at least 15 miles from the boundary of any city with a population greater
than 5,000 has a-class rate of 2.3 percent of market value for taxes payable in 1996 and
thereafter. All other class 4a property has a class rate of 3-4 2.9 percent of market value for
taxes payable in 1996 and thereafter. For purposes of this paragraph, population has the
same meaning given in section 477A.011, subdivision 3.

(b) Class 4b includes:

(1) residential real estate containing less than four units
4bb, other than seasonal residential, and recreational;

(2) manufactured homes not classified under any other provision;

(3) a dwelling, garage, and surrounding one acre of property on a nonhomestead
farm classified under subdivision 23, paragraph (b) containing two or three units;

(4) unimproved property that is classified residential as determined under section
273.13, subdivision 33.

Class 4b property has a class rate of 2.8 percent of market value for taxes payable in
1992, 2.5 percent of market value for taxes payable in 1993, and 2:3 2.1 percent of market
value for taxes payable in 1994 and thereafter.

(c) Class 4bb includes:

(1) nonhomestead residential real estate containing one unit, other than seasonal
residential, and recreational; and

(2) asingle family dwelling, garage, and surrounding one acre of property on a non-
homestead farm classified under subdivision 23, paragraph (b).

Class 4bb has a class rate of 1.9 percent on the first $75,000 of market value and a
class rate of _2_1 percent of its market value that exceeds $75,000.

Property that has been classified as seasonal recreational residential property at any

time during which it has been owned iy—th_e current owner or spouse of the current owner

() (d) Class 4c property includes:
(1) a structure that is:

@)s&uatedenwalpmpeﬁytha&isasedfmheushgfmthee}éeﬂyeﬁeﬂew—and
moderate—income families as defined in Title II; as amended through December 31;
%é%%ﬂ&m%%%mm%mwhwef%
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as amended; or rules promulgated by the ageney and financed by a direct federal loan or
federally insured loan made pursuant to Title II of the Ast: oF

i) situated on real property thatis used for housing the elderly or for low—and meod-
eratc~income families as defined by the Minnesota housing finance ageney law of 1971
ag amended; or rules adopted by the agency pussuant thereto and financed by a loan made
by the Minnesota housing: finance agency pursuant to the provisions of the ack

This clause applies only te propesty of  nonprofit or limited dividend entity- Proper-
ty-is classified as class 4c under this clause for 15 years from the date of the completion of
the eriginal construction or substantial rehabilitation; or for the original term of the loan.

(2) a structure that is:

@) situated upon real property that is used for housing lower income families or el-
derly or handicapped persons; as defined in section 8 of the United States Housing Act of
1937; as amended; and

(i) owned by an entity which has entered into a housing assistanee payments con-
tractunder section 8 which provides assistance for 100 percent of the dwelling units in the
structure; other than dwelling units intonded for management or maintenanee personnel:
Property is elassificd as elass 4¢ under this clause for the term of the housing assistance
payments coniraet; including all renewals; or for the term of its permanent financing;
whichever is shorter; and

(3) & qualificd low—income building as defined in section 42(c)(2) of the Internal
Revenue Code of 1986; as amended through December 31; 1990; that () receives a low—
income housing eredit under scetion 42 of the Internal Revenue Code of 1986, as
amended through December 31; 1990; or (if) meets the requirements of that section and
receives publie financing; cxcept financing provided under sections 469.174 to 469.179,
which eontains terms rostricting the rents; or (i) meets the requirements of section
%ﬂ%ﬁ%@npumw%mmmmamﬁgm%pw
l{'eﬁnaaeingmeeivedmﬁ&tbe&ematleasteﬂeefthefellewingseurees;gevemmem
issued bonds exempt from taxes under section 103 of the Internal Revenue Code o£ 1986,
as amended through December 31; 1993; the proceeds of which are used for the acquisi-
tion or rehabilitation of the building; programs under section 221(d)(3), 202; or 236, of
Fitle I of the National Housing Act; rental housing program funds under Section 8 of the
Uﬂ#edswtesHeusmgAetei}%lepmemafketmteﬁmﬂygmdaatedpaymemmeﬂ-
gage program funds administered by the Minnesota housing finance agency that are used
M&@aeqﬁsiﬁmenehabﬂ#aﬁeneﬁhebuﬂdﬂggp&bﬁeﬁnaﬂemgpwﬂdeébyam
government used for the acquisition or rehabilitation of the building; including grants or
loans from federal community development block grants; HOME block £rants; oF resi-
dential rental bonds issued under chapter 474A; or other zental housing program funds
provided by the Minnesota housing finance agency-for the acquisition or rehabilitation of
the building.

For all properties deseribed in clauses (b); (2); and (3) and in paragraph (d), the maz-
ketvalue determin ed by the assessor mustbe based on the normal approach to valuc using
nemalumestﬁe%dm&aﬁess%heewneseﬁhepmpeﬁye}ee@swhwe%hepmpma&
sessedunder—-l:aws-l—%ll—,ehapwf%afﬁele%seeﬁen%lftheewneref%hepfepeﬁy
cleets to have the market value determined on the basis of the actual zestricted rents; as
provided in L-aws 1991; chapter 201 article 1; section 55; the property will be assessed at
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the%pmvidedferekss%wdass%pmpe%asappmpﬁﬁ&%epe&ﬁesée&eﬁbedm
clauses (1)Gi); (3); and (4) may apply to the assesser for valuation under Laws 1991;
éassrategwen&paragmph{b)iﬁhestmemmkwerthmfem%m&e |
class rate given in paragraph (a) if the structure contains four of more units. This clause
appﬁesenly%ethepfepe&yefaﬂeﬂpfeﬁkeflim#eddividenéenﬁ%y? '

@ap&eelefhnd;aet%exeeedenea%and#simp;weme%wap&e@lefm
mmmm%@mm#ggmwwaﬂ@mw%mmm
atleaﬁé@pereeﬂeﬁhedweﬂhgunﬁ%#am%enaﬂl&ndmedbythe&uﬁmle&sedw
%WWWWWMQ@%%W%MW%W
M&%Mmmmmmwmmwﬁ
M%ammﬁmﬂyﬁafmﬂywﬁhanmmmwmé
pemeﬂefthemedianﬁmﬂymeomefeﬁheafea;andalewe;meemeiadwmualkaa
individual whose income does not exceed 65 percent of the median individual income for
%m%mwmmmsﬁmémmmm
mmwﬁmmﬁ%@bmw%m&mmmm
is certified by the governing body of the municipality in which it is located to have the

(a)itisanenpmﬁteepperaﬁeae;gaaized&ndereh&p&er%

(b)#hasas#sp;heipalpu&pesep;bv&éﬁghe&s&gf&bweﬁaeemeiamﬂiesina
spee;ﬁegeeg;aph*eeemmumtydes*gn&tedm&samelese;by;aws;

(©) it timi bershin with voting siahts to residents of the desi . .
ty; and

(d) it has a board of directors consisting of at least seven dizectors; s 60 percent of
whom are members with voting rights and; to the extent feasible; 25 percent of whom are

{5) except as provided in subdivision 22, paragraph (c), real property devoted to
temporary and seasonal residential occupancy for recreation purposes, including real
property devoted to temporary and seasonal residential occupancy for recreation pur-
poses and not devoted to commercial purposes for more than 250 days in the year preced-
ing the year of assessment. For purposes of this clause, property is devoted to a commer-
cial purpose on a specific day if any portion of the property is used for residential occu-
pancy, and a fee is charged for residential occupancy. In order for a property to be classi-
fied as class 4c, seasonal recreational residential for commercial purposes, at least 40 per-
cent of the annual gross lodging receipts related to the property must be from business
Conducied between Memorial Day weekend and Labor Day weekend and at least 60 per-
cont of all bookings by lodging guests during the year must be for periods of at Teast two
Consecutive nights. Class 4c also includes commercial 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  total of two acres, pro-
vided the property is not devoted to commercial recreational use for more than 250 days
in the year preceding the year of assessment and is located within two miles of the class 4¢c
property with which it is used. Class 4c property classified in this clause also includes the
remainder of class 1c resorts. Owners of real property devoted to temporary and seasonal
residential occupancy for recreation purposes and all or a portion of which was devoted to
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commercial purposes for not more than 250 days in the year preceding the year of assess~
ment desiring classification as class 1c or 4c, must submit a declaration to the assessor
designating the cabins or units occupied for 250 days or less in the year preceding the year
of assessment by January 15 of the assessment year. Those cabins or units and a propor-
tionate share of the land on which they are located-will be designated class 1c or 4¢ as
otherwise provided. The remainder of the cabins or units and a proportionate share of the
land on which they are located will be designated as class 3a. The first $100,000 of the
market value of the remainder of the cabins or units and a propoztionate share of the land
on which they are located shall have a class zate of three pereent- The owner of property
desiring designation as class 1c or 4c property must provide guest registers or other re-
cords demonstrating that the units for which class 1c or 4c designation is sought were not
occupied for more than 250 days in the year preceding the assessment if so requested. The
portion of a property operated as a (1) restaurant, (2) bar, (3) gift shop, and (4) other non-
residential facility operated on a commercial basis not directly related to temporary and
seasonal residential occupancy for recreation purposes shall not qualify for class 1c or 4c;

(i) any portion of the property Is located within a county that has a population of less
than 50,000, or within a county containing a golf course owned by a municipality or the
county;

dues, but a membership fee may not be required in order to use the property for golfing,

and its green fees for golfing must be comparable to green fees typically charged by mu-
nicipal courses; and

(i) it meets the requirements of section 273.112, subdivision 3, paragraph (d).

A structure used as a clubhouse, restaurant, or place of refreshment in conjunction

with the golf course is classified as class 3a property.

€6) (3) real property up to a maximum of one acre of land owned by a nonprofit com-
munity service oriented organization; provided that the property is not used for a reve-
nue-producing activity for more than six days in the calendar year preceding the year of
assessment and the propexty is not used for residential purposes on cither a temporary or
permanent basis. For purposes of this clause, a “nonprofit community service oriented
organization” means any corporation, society, association, foundation, or institution or-
ganized and operated exclusively for charitable, religious, fraternal, civic, or educational
purposes, and which is exempt from federal income taxation pursuant to section
501(c)(3), (10), or (19) of the Internal Revenue Code of 1986, as amended through De-
cember 31, 1990. For purposes of this clause, “revenue—producing activities” shall in-
clude but not be limited to property or that portion of the property that is used as an on—
sale intoxicating liquor or 3.2 percent malt liquor establishment licensed under chapter
340A, arestaurant 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
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periods of less than 24 hours, when an admission is not charged nor any revenues are re-
ceived by the organization shall not be considered a revenue—producing activity;

) (4) post-secondary student housing of not more than one acre of land that is
owned by a nonprofit corporation organized under chapter 317A and is used exclusively
by a student cooperative, sorority, or fraternity for on-campus housing or housing lo-
cated within two miles of the border of a college campus; and

(8) (5) manufactured home parks as defined in section 327.14, subdivision 3.

Class 4c property has a class rate of 23 2.1 percent of market value, except that (i)
for each parcel of seasonal residential recreational property not used for commercial pur-
poses under clause (5) the first $72;000 $75,000 of market value on each parcel has a
class rate of 1-75 pereent for taxes payable in 1997 and 1.5 1.4 percent for taxes payablein
1998 apnd thereafter, and the market value of each paseel that exceeds $72,000 $75,000
has a class rate of 2.5 percent, and (ii) manufactured home parks assessed under clause &
(5) have a class rate of two percent for taxes payable in 1996; and thereafter.

&) (e) Class 4d property ineludes:

(Qastruetufethaﬁse

@simatedenfealpfepeﬂythatisusedfefheusiﬂgfemheeldeﬂyeffmbwaﬂd
mede;atemeemefamﬂ&esasdefmedby%he&;meml&emeAdm&msﬁaﬁeﬂ;

@i}leea%edi&amunieipa&ityeﬁlessthaal@&@@gepulaﬁen&and

%MW&M%%MWM%WWW
of the eriginal construetion o for the eriginal term of the lean:

The class rates in paragraph (c); elauses (1); (2); and (3) and this clause apply to the
mmmedmmmmmmewdmvmbye}dmy
erhmdieappedpetsensmhwmdmedemtemﬁamﬂiesasdefmedmmeappﬁeable
laws unless construction of the structure had been commenced prior to January 1; 1984;
%theprejeethadbeenappfevedby&hegevemmgbedyefthemam@pﬂiwmwmh#is
mea%edpﬂefmhneg&%mfmemgeﬁhepmjeﬁhadbeenappmvedbyafederﬂ
‘erstateageneypﬁ%mkﬂeg&ws&%;th%epmperﬁe&%%%dassiﬁeaﬁeﬂg

Classification under this clause is only available to property of a nonprofit or limited

In the case of a stracture financed or refinanced under any federal or state mortgage
insuranee or direct loan program exclusively for housing for the elderly or for housing for
%hehm;dieapped;aun#shaﬂbeemﬁderede%upiedmbagas#kaemaﬂyeeeupkdby
a&ewedyerhﬁ@ieappedpe;seﬂe&ﬁwean&isheldfenemﬂmaneldeﬂy%hand&
capped peisens :

(2) For taxes payable in 1992; 1993; and 1994; enly, buildings and appurtenances;
Federal National Mortgage Asseciation; provided the oceupant’s income is no greater
%hané@peseeﬂefﬂ;e%ua&ymareameéi&nheeme;adj&stedfe;hm@sizemd%he
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buﬂdhg%nﬁsmeﬁexisﬁngsmgmfamﬂymduplexheasing%eleaseag%emem;m
provide for a portion of the lease payment to be escrowed as a nontefundable down pay-
ment on the housing- To qualify under this clause; the taxpayer must apply to the county
assessor by May 30 of each year- The application must be accompanied by an affidavit or
other proof required by the assesser to determine qualification under this clause.

(3) Qualifying buildings and appurtenances; together with the land uponwhich they
amleeated;leasedfe;apeﬁedefupteﬁveyembytheeeeupan@underalease—pufehase
program: administered by the Minnesota housing finance agency or a housing and rede-
velopment autherity authorized under scctions 469:001 to 469.047; provided the oceu-
pant—’siﬂeemeisnegfeat@r«than%pexeeMef%heeeuntyeyareamedianineeme;adjm;ted
f%ﬁmﬂys&%md&eb&ﬂd&g%&ﬁs&eﬁ%%%@eﬂ%%%%aﬁe&
mont must provide for a portion of the lease payment to be escrowed as a nonrefundable
dowa payment on the housing: Fhe administering agency shall verify the occupants in-
come eligibility and certify to the county assesser that the occupant meets the income
eriteria under this paragraph. To qualify under this clause; the taxpayer must apply to the
county- assessor by May 30 of each year. For purposes of this section; “qualifying build-
ings and appurtenances? shall be defined as one or two unit residential buildings which
are unoceupicd and have been abandoned and boarded for at least six months is qualify-
ing low—income rental housing certified to the assessor by the housing finance agency
under sections 273.126 and 462A.071. Class 4d includes land in proportion fo the total
market value of the building that s qualifying low—income rental housing, For all proper-
ties qualifying as class 4d, the market value determined by the assessor must be based on

the normal approach to value using normal unrestricted rents.

Class 4d property has a class rate of two one percent of market value except that
preps;byelassiﬁedunderelaase@%sh&llha%thesameelass;ateaselass-lapfepa'{y.

(@Reﬁdenﬁﬂmtﬂpmpe;@ytha&weﬂdethem&sebeassessedasehss4pmpe&y

under paragraph (a); paragraph (b); clauses (1) and (3); paragraph (¢); clause (1); (2), 3);
er@%mas%ssed%theehssmteappﬁeabletp#undeﬂﬁnnmsmmsm&s%ﬁen
27313 if it is found to be a substandard building under section 273.1316. Residential
rental property that would otherwise be assessed as ¢lass 4 property under paragraph (d)
isassessedat%épereen@efma;ke@valﬂeﬁitisfeuﬂdtebeasubstandafdbuﬂdinguﬂéler

(f) Class 4e property consists of the residential portion of any structure located with-
in a city that was converted from nonresidential use to residential use, provided that:

(1) the structure had formerly been used as a warehouse;
(2) the structure was originally constructed prior to 1940;

(3) the conversion was done after December 31, 1995, but before January 1, 2003;
and

(4) the conversion involved an investment of at least $25,000 per residential unit.

Class 4e property has a class rate of 2.3 percent, provided that a structure is eligible
for class 4e classification only in the 12 assessment years immediately following the con-~
version.

Sec. 9. Minnesota Statutes 1996, section 273.13, subdivision 3 1, is amended to read:
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Subd. 31. CLASS 5. Class 5 property includes:

(1) tools, implements, and machinery of an electric generating, transmission, or dis- ‘
tribution system or a pipeline system transporting or distributing water, gas, crude oil, or {
petroleum products or mains and pipes used in the distribution of steam or hot or chilled {
water for heating or cooling buildings, which are fixtures;

(2) unmined iron ore and low—grade iron-bearing formations as defined in section
273.14; and

(3) all other property not otherwise classified.

Class 5 property has a class rate 0f 5:06 4.0 percent of market value for taxes payable
in 1998 and thereafter.

Sec. 10. Minnesota Statutes 1996, section 273.13, subdivision 32, is amended to
read:

Subd. 32. TARGET CLASS RATE RATES. (a) Al classes of property with a class
rate of 5.06 4 percent have a target class rate of four 3.5 percent. Class 4a shall have a

target class rate of 2.5 percent. Class 4bb has a target class rate of 1.25 percent of the first.

$75,000 of market value and a target class rate of 1.85 percent of the market value in ex-
cess of $75,000.

(b) By the fourth Tuesday in January of 1998 and at the time of submission of the
biennial budget under section 16A.11 in each biennium thereafter, the governor shall
must recommend the effective class rate schedule for all properties for taxes payable in
1999 for the schedule submitted in 1998 and for the following two calendar years by des-
Icnating a “phase—in percentage,” equal to the proportion of the effective class rate that
wﬂbebasedm&he%;getehssmteeﬁeu%pewen&wﬁhthe;emahﬁngpmpe;ﬁenb&sed
on the class zate of 506 percent in each biennium thereafter. The class rate schedule must
include reductions in the class rates of the classes designated in paragraph (a) until such
time as the target class rates are reached unless the governor recommends no change in

the ciass rate schedule for all properties. As part of the recommendation, the governor
shall identify recommend appropriation of monies from the property tax reform account
under section 16A.1521 and include within the budget additional funding for the in~
creased expenditures for the education homestead and agricaltural credit aid over the
ameunt of expenditures for homestead and agricultural credit aid provided in Laws 1089,
MWMW%M%M%&MM%W&M&
that time, the property tax refund under chapter 290A and education aids under chapters
124 and 124A to the extent those aids will be used to reduce property tax levies. The gov-
ernor may propose alternative programs other than homestead and agricultural credit aid
to prevent other taxpayess” the taxes of classes other than those designated in paragraph
(2) from increasing as a result of the governor’s recommended increase in the phase—in

peweﬂag&%eeﬁ%@eaetehss;&teisth%s&meﬂhepmd&etseﬁ
Qg&hephase—mpereemageaéeptsébytheleg&mmumphedbyfeu&pemen%

and
QHQp%eemmmusmephase—mpefeeMagemulﬁpﬁeébyéﬁépereeﬂ&

%ephase—ﬂpereemagemanyyeafeaﬂﬂetbelessm#wasimhepﬁefyeaﬁ%e
WWEMW@%WE%MW@%W
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able in1992;34.0 percent for taxes payable in 1993; and 434 percent for taxes payable in
1994 and thereafter:

Beginning in 1991; the commissioner of revenue shall annually set the effective
class rate to use for taxes payable in the following year as provided in this subdivision and
anneunce it by June 1-For purposes of any aid; levy limitation; debt limit; or salary lisita-
tion; and propesty tax administration; net tax capaeity must be computed with reference
mtheeﬁeeﬁwehwmferthepmpe;ﬁesaﬁeﬁedbythissubéﬁﬁen_daﬁgggg}&&
ule.

Sec. 11. [273.1319] SINGLE FAMILY HOUSING; NONCOMPLIANCE;
MINNEAPOLIS AND ST. PAUL.

(a) If the city determines that a residential rental property classified as class 4bb un-
der section 273.13, subdivision 25, is not in compliance with the city’s applicable rental

licensing requirements and housing codes, the city shall notify the propetty owner of the

specific items that are not in compliance. The owner has 60 days to correct the noncom-

pliance items identified by the city. If they have not been corrected within the 60~day

time period to the satisfaction of the city, the city shall notify the assessor that the property
is out of compliance and is no longer eligible for the class 4bb property classification.
Notwithstanding any other provision of law, the assessor shall reclassify the property for
the current assessment year, for taxes payable in the following year as class 4b property.

The assessor shall notify the property owner of the action. T T

(b) This section applies only to property located in the cities of Minneapolis and St.
Paul. ' T - T

(c) This section is effective for each of the cities of Minneapolis and St. Paul upon

compliance with Minnesota Statutes, section 645.021, subdivision 3, by the govemning
body of ¢ cfy —

Sec. 12. [273.1382] EDUCATION HOMESTEAD CREDIT.

Subdivision 1. EDUCATION HOMESTEAD CREDIT. Each year, beginning
with property taxes payable in 1998, the respective county auditors shall determine the
local tax rate for each school district for the general education levy cortified inder section
124A.23, subdivision 2 or 3. That rate shall be the general education homestead crodit

local tax rate for the districf. The auditor shali then determine a general education home-

stead credit for each homestead within the county equal to ?3_2 percent of the general
education homestead credit local tax rate times the net tax capacity of the homestead for
the taxes payable year. The amount of general educafion homestead credit for & hommio-

stead may not exceed $225. In the case of an agricultural homestead, only the net tax ca-

pacity of the house, garage, and surrounding one acre of land shall be used in determining
the property’s education homestead credi.

Subd. 2, CREDIT REIMBURSEMENTS. (a) The commissioner of revenue shall
determine the tax reductions allowed under this section for each faxes payable year, and

for each school district based upon a review of the abstracts of tax lists submitted by the
county auditors under section 275.29, and from any other information which the commis
sioner deems relevant. The commissioner of revenue shall generally compute the tax re-
ductions at the unique taxing jurisdiction level, however the commissioner may compuie

the tax reductions at a higher geographic level if that would have a negligible impact, or if

New language is indicated by underline, deletions by strikeout.

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 231, Art. 1 LAWS of MINNESOTA for 1997 | 2410

changes in the composition of unique taxing jurisdictions do not permit computation at
the unique taxing jurisdiction level. The commissioner’s determinations under this para-

graph are not rules.

(b) The commissioner of revenue shall certify the total of the tax reductions granted

under this section for each taxes payable year within each school district to the commis-

soner of children, families, and learning after July 1 and on or before August 1 of the

faxes payable year. The commissioner of children, families, and learning shall reimburse
cach affected school district for the amount of the property tax reductions allowed under
this section as provided in section 273.1392. The commissioner of children, families, and
learning shall treat the reimbursement payments as entitlements for the same state fiscal
year as cerfified, including with each district’s initial payment all amounts that would

have Deen paid up to that date, computed as if 90 percent of the annual reimbursement

amount for the district were being paid one—twelfth in each month of the fiscal year.

Subd. 3. APPROPRIATION. An amount sufficient to make the payments required
by this section is annually appropriated from the general fund to the commissioner of

children, families, and learning. - -

Sec. 13. Minnesota Statutes 1996, section 273.1393, is amended to read:
273.1393 COMPUTATION OF NET PROPERTY TAXES.

Notwithstanding any other provisions to the contrary, “net” property taxes are deter-
mined by subtracting the credits in the order listed from the gross tax:

(1) disaster credit as provided in section 273.123;

(2) powerline credit as provided in section 273.42;

(3) agricultural preserves credit as provided in section 473H.10;
(4) enterprise zone credit as provided in section 469.171;

(5) disparity reduction credit;

(6) conservation tax credit as provided in section 273.119;

(7) education homestead credit as provided in section 273.1382;

(8) taconite homestead credit as provided in section 273.135; and
(8) (9) supplemental homestead credit as provided in section 273.1391.
The combination of all property tax credits must not exceed the gross tax amount.

Sec. 14. Minnesota Statutes 1996, 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 on a claim-
ant’s homestead before reductions made under section 273-13 but after deductions made
under sections 273.135, 273.1391, 273.1382, 273.42, subdivision 2, and any other state
paid property tax credits in any calendar year. In the case of a claimant who makes ground
lease payments, “property taxes payable” includes the amount of the payments directly
attributable to the property taxes assessed against the parcel on which the house is lo-
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cated. 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 home-
stead in the determination of federal adjusted gross income. For homesteads which are
manufactured homes as defined in section 273.125, subdivision 8, and for homesteads
which are park trailers taxed as manufactured homes under section 168.012, subdivision
9, “propetty taxes payable” shall also include the amount of the gross rent paid in the pre-
ceding 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 mul-
tiplying the net tax on the parcel by a fraction, the numerator of which is the gross rent
paid for the calendar year for the site and the denominator of which is the gross rent paid
for the calendar year for the parcel. When a homestead is owned by two or more persons
as joint tenants or tenants in common, such tenants shall determine between them which
tenant may claim the property taxes payable on the homestead. If they are unable to agree,
the matter shall be referred to the commissioner of revenue whose decision shall be final.
Property taxes ate 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 December 15 of the assessment year to which
the “property taxes payable” relate; or (i) the claimant must provide documentation from
the Jocal assessor that application for homestead classification has been made on or be-
fore December 15 of the year in which the “propesty taxes payable” were payable and that
the assessor has approved the application.

Sec. 15. [462A.071] CERTIFICATION OF HOUSING QUALIFYING FOR
REDUCED PROPERTY TAX RATE.

Subdivision 1. CERTIFICATION. By June 30 of each year, the agency must certi-
fy to Iocal assessors the units of low—incomé rental properiies that qualify for class 4d
under sections 273.126 and 273.13, In making these certifications, the agency may rely
on the application and supporting information supplied by the property owner as fo com-
pliance with the income limifs under section 273.126, subdivision 2, and safisfaction of
the minimum housing quality standards under subdivision 4. T -

Subd. 2. APPLICATION. (a) In order to qualify for certification under subdivision
1, the owner or manager of the property must annually apply to the agency. The applica-
tion must be in the form prescribed by the agency, contain the information required by the
agency, and be submitted by the date and time specified by the agency.

(b) Each application must include:

(1) the property tax identification number;

(2) the number, type, and size of units the applicant seeks to qualify as low—income

(3) the number, type, and size of units in the property for which the applicant is not
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(4) a certification that the property has been inspected by a qualified inspector with-
in the past three years and meets the minimum housing quality standards or is exempt
from the inspection requirement under subdivision 4;

(5) a statement indicating the building is in compliance with the income limits;

(6) an executed agreement to restrict rents meeting the requirements specified by the
agency or executed leases for the units for which qualification as low—income housing as
class 4d under section 273.13 is sought and the rent schedule; and

(7) any additional information the agency deems appropriate to require.

(c) The applicant must pay a per—unit application fee to be set by the agency. The

application fee charged by the agency must approximately equal the costs of processing
and reviewing the applications. The fee must be deposited in the general fund.

Subd. 3. AGREEMENT TO RESTRICT RENTS. The agency may prescribe one
or more standard form agreements to restrict rents that me?t—glg requirements of section
73.126, subdivision 3. The agreements must be in recordable form. The agency may re-
quire applicants fo execute a rent restriction agreement in this form as a condition of en-

tering an agreement to restrict rents.

Subd. 4. MINIMUM HOUSING QUALITY STANDARDS. (a) To qualify for
taxation under class 4d under section 273.13, a unit must meet both the housing mainte-
nance code of the local unit of government in which the unit is located, if such a code has

been adopted, and the housing quality standards adopted by the United States Depart-
ment of Housing and Urban Development.

(c) The agency may exempt from the inspection requirement housing units that are
financed by a governmental entity and subject to regular inspection or other compliance
checks with regard to minimum housing quality. Written certification must be supplied to
show that these excmpt unifs have been inspected within the last three years and comply
with the requirements under the public financing or local requirements.

Subd. 5. HOUSING INSPECTORS. () Housing inspections required by this sec-
tion may be conducted only by persons designated by the agency. The agency may desig-
nate one or more persons to conduct inspections for ail or part of the state. A designated

inspector may charge a fee for an inspection up to a maximum amount approved by the

agency. The inspector must be independent of the owner or manager of the inspected
property. '

(b) The agency must maintain a list of persons eligible to conduct housing inspec-
tions under this section.

" units as meeting the requirements of section 273.126 and this section, if the units either:

(1) are subject to a housing assistance payments contract under section 8 of the
United States Housing Act of 1937, as amended; or
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receiving tax credits under section 42(g) of the Internal Revenue Code of 1986, as
amended.

(b) The agency may certify these deemed units under subdivision 1based on a sim-
plified application procedure that verifies the unit’s qualifications under paragraph ().

Subd. 7. MONITORING COMPLIANCE. (a) The agency must monitor com-
pliance by building owners with the requirements of section 273.126 and this seciion.
The agency must annually conduct on-site examinations of a sample of the buildings re-
ceiving class 4d taxation to monitor compliance. The agency may confractwith third par-
ties to monifor compliance. :

(b) An inspector, designated by the agency under subdivision 5, shall notify the
agency if, in conducting an inspection under subdivision 4, the inspector finds that:

(1) a unit is receiving class 4d taxation;

Subd. 8. PENALTIES. (a) The penalties provided by this subdivision apply to each

unit that received class 4d taxation for a year and failed to meet the requirements of sec-
tion 273.126 and this séction,

(b) If the owner or manager does not comply with the rent restriction agreement, or

does not comply with the income restrictions or minimum housing quality standards, a

penalty applies equal to the increased taxes that would have been imposed if the property

had not been classified under class 4d for the year in which restrictions were violated.

() I the agency finds that the violations were inadvertent and insubstantial, a penal-
ty of $50 per unit per year applies in lieu of the penalty specified under paragraph (b). In

order to qualify under this paragraph, violations of the minimum housing quality stan-
dards must be corrected within a reasonable period of time and rent charged in excess of
the agreement must be rebated to the tenants.

(d) The agency may abate the penalties under this subdivision for reasonable cause.

(e) Penalties assessed under paragraph (c) are payable to the agency and must be

deposited in the genoral fund, If an owner or manager fails to timely pay a penalty im-
posed under paragraph (c), the agency may choose to:

(1) impose the penalty under paragraph (b); or

(2) certify the penalty under paragraph (c) to the anditor for collection as additional
taxes.

The agency shall certify to the county auditor penalties assessed under paragraph (b) and
clause (2). The auditor shall impose and collect the certified penalties as additional taxes
which will be distributed to taxing districts in the same manner as property taxes on the
property.

Subd. 9. TAX COURT REVIEW. (2) An owner may appeal to tax court as pio-
vided in section 271.06: T T
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(1) a denial of a request for certification of a property as qualifying for class 4d taxa-
tion; ' N o

(2) imposition of a penalfy under this section; or

(3) denial of a request to abate a penalty.

(b) The county attorney shall represent the public in opposing the appeal.

. Subd. 10. INTERAGENCY CONTRACTING AUTHORITY. The agency may
contract with the department of revenue or any other state agency or a private entity to
carry out administrative functions under this section.

Subd. 11. RULEMAKING. (a) The agency may adopt administrative rules under
chapter 14 to carry out the provisions of this section, including establishing standards for
abating penalties, violations that are inadvertent and insubstantial, selection of inspec-
tors, selection of persons fo monitor compliance, and establishing rent restriction agree-
ment ferms. - _ —

(b) Pending final rulemaking, and in order to implement this section by January 1,
1998, the agency shall be allowed (o make determinations regarding selection of inspec-
fors, rent restriction agreement terms, fees, application information, application dead-
Tines, required documentation, exemptions from inspection requirements, and deeming
of eligibility. Any determinations adopted under this authority expire onJ anuary 1, 1999.

Sec. 16. PROPERTY TAX REBATE.

(a) A credit is allowed against the tax imposed on an individual under Minnesota
Statutes, chapter 290 equal to 20 percent of the qualified property tax paid in calendar
year 1997 for taxes assessed in 1996.

(b) For property owned and occupied by the taxpayer, qualified tax means property
taxes payable as defined in Minnesota Statutes, section 290A.03, subdivision 13, as-
sessed in 1996 and payable in 1997.

(c) For a renter, the qualified property tax means the amount of rent constituting
property taxes under Minnesota Statutes, section 290A.03, subdivision 11, based on rent
paid in 1997. If two or more renters could be claimants under Minnesota Statutes, chapter
200A with regard to the rent constifuting property taxes, the rules under Minnesota Stat-

utes, section 200A.03, subdivision 8, paragraph (f), applies to determine the amount of
the credit for the individual.

(d) For an individual who both owned and rented principal residences in calendar

year 1997, qualified taxes are the sum of the amounts under paragraphs (a) and (b).

(e) If the amount of the credit under this subdivision exceeds the taxpayer ’s tax li-
ability under this chapter, the commissioner shall refund the excess.

(f) To claim a credit under this subdivision, the taxpayer must attachi a copy of the
property tax statement and certificate of rent paid, as applicable, and provide any addi-
tional information the commissioner requires.

(g) An amount sufficient to pay refunds under this subdivision is appropriated to the
" commissioner from the general fund.
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(h) This credit applies to taxable years beginning after December 31,1996, and be-
fore January 1, 1998.
Sec. 17. GENERAL EDUCATION LEVY REDUCTION.
Notwithstanding the prov151ons of Minnesota Statutes, section 124A.23, subdlvx—

1998 and subsequent years, The amount necessary to offset thc costs o_f the levy gduc—

tions contained in this section is annually appropriated from the the general fund to the com-
missioner of children, families, and learning,

Sec. 18. TEMPORARY EXEMPTIONS FROM INSPECTION REQUIRE
MENTS.

(a) The Minnesota housing finance agency may provide a temporary exemption to
the inspection requirement under Minnesota Statutes, sections 273. 126, subdivision 4
and 462A.071, if the agency finds that:

(1) the property owner made a good faith effort to obtain an inspection; and

(2) the owner was unable to obtain an inspection in time to apply because the the desig-

nated inspectors were ere unable to conduct a all the requested inspections.

(b) If a unit that is exempted under this section does not not ultimately obtain a certifica-
tion from a designated inspector that it1s in compliance with the minimum housing quali-
ty standards, the additional taxes under Minnesota Statutes, section 273.126, subdivision
5, apply.

() Procedures or rules for granting exemptions under this section are not subject to
the administrative rulemaking under Minnesota Statutes, chapter 14.

(d) The authority under this section expires December 31, 2000.
Sec. 19. TIF GRANTS; APPROPRIATIONS.

Subdivision 1. TIF GRANTS. (a) The commissioner of revenue shall pay granis to
municipalities for deficits in tax increment ient financing districts caused by the ch changes in
class rates under this act. Mumclpahtles must submit applications for the grants in a form

prescribed by the commissioner by no later than March 1 for grants payable during the

calendar year. The maximum grant equals the lesser of:

(2) the municipality’s total tax increments, including unspent increments from pre-
vious years, Iess the amount due ‘during the calendar year to pay (i) bonds issued and sold

before the day following final enactment of this act and (i1) binding contracts entered into
before the day following final enactment of this act.

(b) The commissioner of revenue may require applicants for grants or pooling au-
thonty under thls secuon to provide any y information the conumissioner deems approprl-
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(1) the request for certification was made before the enactment date of this act; and

(2) all timely reports have been filed with the state auditor, as required by Minnesota
Statutes, section 469.175.

(d) The commissioner shall pay the grants under this subdivision by December 26 of
the year.

(e) $2,000,000is appropnated to the commissioner of revenue to make grants under
this section. This appropriation is available until expended or this section expires under
subdivision 3, whichever i is carlicr. If the amount of grant entitlements for a year exceed
the appropriation, the commissioner 1 shall reduce each grant proportlonately S0 the total
equals the amount available. T

Subd. 2 ADDIT TONAL POOLING AUTHORITY Notw1thstand1ng the provi-

following final enactment. The amount nt qualifying under this subdivision to be spent out-
side the district is limited to an amount niecessary to meet a binding obligation of the other
district E}L‘E cannot be paid by the other district because of the reduction in class rates un-

der thls section. Use of increments under this authority ‘must be approved, in writing, by
the commissioner of revenue.

Subd. 3. EXPIRATION. This section expires on January 1, 2001.
Sec. 20. APPROPRIATION.
(a) $450,000 is appropriated for fiscal year 1998 from the general fund to the hous-

ing finance agency for for purposes of T administering the certification of qualifying low-—in-
come residential properties for property taxation under class 4d.

The cost ceiling for the Minnesota housing finance agency, as otherwise provided
by legislation enacted in in 1997 without regard to whether the Jegislation is enacted before
or after this act, is increased by $142,000 for fiscal year 1998 and and by $118,000 for fiscal

year 1999,
(b) $15,300,000 is appropriated from the general fund to the commissioner of chil- -

dren, families, and learmng for fiscal year 1999 for alternative facilities aid under section
3.

Sec. 21. REPEALER.
(_al Minnesota Statutes, section 124.2134, is repealed.

(b) Minnesota Statutes, sections 273,1317; and 273.1318, are repealed.
Sec. 22. EFFECTIVE DATES.
Sectlonsl 2,5,6,7,8, 9 11, 12, 13, 14, 17, and 21, paragraph (a), are effectlve for
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housing provisions in class 4c and 4d are effective for taxes payable in 1999 and therea-
ter and the provisions in sections 6 and 8 relating to class 1c and 4c seasonal residential

property that specify percentages of lodging receipts and bookings of at least two consec-
utive nights are effective for taxes payable in 1999 and thereafter.

Sections 4, 15, and 21, paragraph (b), are effective for taxes payable in 1999 and

Section 19 is effective for taxes payable in 1998, 1999, and 2000.

ARTICLE 2
PROPERTY TAX

Section 1. Minnesota Statutes 1996, section 69,021, subdivision 7, is amended to
read:

Subd. 7. APPORTIONMENT OF FIRE STATE AID TO MUNICIPALITIES
AND RELIEF ASSOCIATIONS. (a) The commissioner shall apportion the fire state
Aaid relative to the premiums reported on the Minnesota Firetown Premium Reports filed
under this chapter to each municipality and/or firefighters’ relief association,

(b) The commissioner shall calculate an initial fire state aid allocation amount for
each municipality or fire department under paragraph (c) and a minimum fire state aid
allocation amount for each municipality or fire department under paragraph (d). The mu-
nicipality or fire department must receive the larger fire state aid amount.

(¢) The initial fire state aid allocation amount is the amount available for apportion-
ment as fire state aid under subdivision 5, without inclusion of any additional funding
amount to support a minimum fire state aid amount under section 423A.02, subdivision
3, allocated one~half in proportion to the population as shown in the last official state-
wide federal census for each fire town and one-half in proportion to the market value of
each fire town, including (1) the market value of tax exempt property and (2) the market
value of natural resources lands receiving in lieu payments under sections 477A.11 to
477A.14, but excluding the market value of minerals. In the case of incorporated or 1o
nicipal fire departments furnishing fire protection to other cities, towns, or townships as
evidenced by valid fire service contracts filed with the commissioner, the distribution
must be adjusted proportionately to take into consideration the crossover fire protection
service. Necessary adjustments shall be made to subsequent apportionments. In the case
of municipalities or independent fire departments qualifying for the aid, the commission-
er shall calculate the state aid for the municipality or relief association on the basis of the
population and the market value of the area furnished fire protection service by the fire
department as evidenced by duly executed and valid fire service agreements filed with
the commissioner. If one or more fire departments are furnishing contracted fire service
to a city, town, or township, only the population and market value of the area served by
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each fire department may be considered in calculating the state aid and the fire depart-
ments furnishing service shall enter into an agreement apportioning among themselves
the percent of the population and the market value of each service area. The agreement
must be in writing and must be filed with the commissioner.

(d) The minimum fire state aid allocation amount is the amount in addition to the
initial fire state allocation amount that is derived from any additional funding amount to
support a minimum fire state aid amount under section 423A.02, subdivision 3, and allo-
cated to municipalities with volunteer firefighter relief associations based on the number
of active volunteer firefighters who are members of the relief association as reported in
the annual financial reporting for the calendar year 1993 to the office of the state auditor,
but not to exceed 30 active volunteer firefighters, so that all municipalities or fire depart-
ments with volunteer firefighter relief associations receive in total at least a minimum fire
state aid amount per 1993 active volunteer firefighter to a maximum of 30 firefighters.

(e) The fire state aid must be paid to the treasurer of the municipality where the fire
department is located and the treasurer of the municipality shall, within 30 days of receipt
of the fire state aid, transmit the aid to the relief association if the relief association has
filed a financial report with the treasurer of the municipality and has met all other statuto-
ry provisions pertaining to the aid apportionment.

(f) The commissioner may make rules to permit the administration of the provisions
of this section. Any adjustments needed to correct prior misallocations must be made to
subsequent apportionments.

Sec. 2. Minnesota Statutes 1996, section 103D.905, subdivision 4, is amended to
read:

Subd. 4, BOND FUND. A bond fund consists of the proceeds of special assess-
ments, storm water charges, loan repayments, and ad valorem tax levies pledged by the
Watcrshed district for the payment of bonds or notes issued by the watershed district se-
cured by the property of the watershed district that is producing er is likely to produce a
regular jncome, The bond fund is to be used for the payment of the purchase price of the
m@e@m&evﬂeé&em@peﬁy%d@mmedbyﬂaeemmpmpapmeeedmgsmd
for the improvement and development of the property principal of, premium or adminis-
trative surcharge, if any, and interest on the bonds and notes issued by the watershed dis-

trict and for payments required to be made to the federal government under section 148(f)
of the Internal Revenue Code of 1986, as amended through December 31, 1996.

Sec. 3. Minnesota Statutes 1996, section 103D.905, subdivision 5, is amended to
read:

Subd. 5. CONSTRUCTION OR IMPLEMENTATION FUND. (2) A construc-
tion or implementation fund consists of:

(1) the proceeds of watershed district bonds or notes or of the sale of county bonds;

(2) construction or implementation loans from the pollution control agency under
sections 103E.701 to 103E.761, or from any agency of the federal government; and

(3) special assessments, storm water charges, loan repayments, and ad valorem tax
levies levied or to be levied to supply funds for the construction or implementation of the

projects of the watershed district, including reservoirs, ditches, dikes, canals, channels,
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storm water facilities, sewage treatment facilities, wells, and other works, and the ex-
penses incident to and connected with the construction or implementation.

(b) Construction or implementation loans from the pollution control agency under
sections 103E.701 to 103F.761, or from an agency of the federal government may be re-
paid from meney eollected by the proceeds of watershed district bonds or notes or from
the collections of storm water charges, Ioan repayments, ad valorem tax levies, or special
assessments on properties benefited by the project.

Sec. 4. Minnesota Statutes 1996, section 103D.905, is amended by adding a subdi-
vision to read:

Subd. 9. PROJECT TAX LEVY. In addition to other tax levies provided i in this
section or 1n any other Jaw, a watershed district may levy a tax

(1) to pay the costs of projects undertaken by the watershed district which are to be

funded, in whole or in patt, with the proceeds of grants or construction or implementation
loans under sections 103F.701 to 103F.761;

(2) to pay the principal of, or premium or administrative surcharge, if any, and inter-
eston, the bonds and notes issued by the watershed district pursuant to section 103E.725;
or

(3) to repay the construction or implementation loans under sections 103F.701 to
103E.761.

Taxes levied with respect to payment of bonds and notes shall comply with section
475.61.

Sec. 5. Minnesota Statutes 1996, section 216B.16, is amended by adding a subdivi-
sion to read:

Subd, 6d. WIND ENERGY; PROPERTY TAX. Ao owner of a wind energy con-
version facility which is requued to Ppay property taxes under sectlon n 272, 02 subdlvxmon

purchases the wind generated electricity may pefition the commission to include n any
power purchase agreement between the owner of the facility and the public utility the
amount of property taxes paid by the owner of the facility. The public ufilities commis-
sion shall require the pubhc utility to amend the power purchase agreement to include the
property taxes paid by the owner of the facility in the price paid by the utility for wind

generated electricity if the commission finds:

(a) the owner of the facility has paid the the property taxes required by this subdivision;

(b) the power purchase agreement between the the public utility and the owner does not
already require the utility to pay the amount of property taxes the owner has pa1d under
this subdivision; ar and

(c) the commission has approved a rate schedule containing provisions for the auto-
matic adjustment of charges for utlhty service in direct relation to the charges ordered by
the commission under section 272.02, subdivision 1, 1, paragraph (21).

Sec. 6. Minnesota Statutes 1996, 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
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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 juris-
diction 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
probate jurisdiction of the district court. The small claims division of the tax court shall
have no jurisdiction in any case dealing with property valuation or assessment for proper-
ty tax purposes until the taxpayer has appealed the valuation or assessment to the county
board of equalization, and in those towns and cities which have not transferred their du-

ties to the county, the town or city board of equalization and to the county beard of equal-
Tzation, 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. Laws governing taxes, aids, and related matters administered by the commis-
sioner of revenue, laws dealing with property valuation, assessment or taxation of prop-
erty for property tax purposes, and any other laws that contain provisions authorizing re-
view of taxes, aids, and related matters by the tax court shall be considered 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,
reviewunder section 274.13, subdivision ¢, or to the commissioner of revenue. Wherev-
er used in this chapter, the term commissioner shall mean the commissioner of revenue,

unless otherwise specified.

Sec, 7. Minnesota Statutes 1996, 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 struc-
tures and the structures described in section 273.13, subdivision 25, paragraph (c),
clauses (1), (2), and (3), or paragraph (d), other than those that qualify for exemption un-
der clause (25). :

(7) All public property exclusively used for any public purpose.

(8) Except for the taxable personal property enumerated below, all personal proper-
ty 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 dis-
tribution system or a pipeline system transporting or distributing water, gas, crude oil, or
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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);

() 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;

() manufactured homes and sectional structures, including storage sheds, decks,
and similar removable improvements constructed on the site of a manufactured home,
sectional structure, park trailer or travel trailer as provided in section 273.125, subdivi-
sion 8, paragraph (f); and

(f) flight property as defined in section 270.071,

(9) Personal property used primarily for the abatement and control of air, water, or
land pollution to the extent that it is so used, and real property which is used primarily for
abatement and control of air, water, or land pollution as part of an agricultural operation,
as a part of a centralized treatment and recovery facility operating under a permit issued
by the Minnesota pollution control agency pursuant to chapters 115 and 116 and Minne-
sota Rules, parts 7001.0500 to 7001.0730, and 7045.0020 to 7045.1260, as a wastewater
treatment facility and for the treatment, recovery, and stabilization of metals, oils, chemi-
cals, water, sludges, or inorganic materials from hazardous industrial wastes, or as partof
an electric generation system. For purposes of this clause, personal property includes
ponderous machinery and equipment used in a business or production activity that at
common law is considered real property.

Any taxpayer requesting exemption of all or a portion of any real property or any
equipment or device, or part thereof, operated primarily for the conirol 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 accordance 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 exemption, the commissioner shall issue an order exempting
the property from taxation. The equipment or device shall continue to be exempt from
taxation as long as the permit issued by the Minnesota pollution control agency remains
in effect.

(10) Wetlands. For purposes of this subdivision, “wetlands” means: (D) land de-
scribed in section 103G.005, subdivision 15a; (ii) land which is mostly under water, pro-
duces little if any income, and has no use except for wildlife or water conservation pur-
poses, provided it is preserved in its natural condition and drainage of it would be legal,
feasible, and economically practical for the production of livestock, dairy animals, poul-
try, fruit, vegetables, forage and grains, except wild rice; or (iii) land in a wetland pres-
ervation area under sections 103F.612 to 103F.616. “Wetlands” under items (i) and (i)
include adjacent land which is not suitable for agricultural purposes due to the presence
of the wetlands, but do not include woody swamps containing shrubs or trees, wet mead-
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ows, 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 pur-
poses shall not be considered native prairie for the purposes of this clause. Upon receipt
of an application for the exemption provided in this clause for lands for which the asses-
sor 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 addition-
al 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 vic-
tims of domestic abuse, provided the organization that owns and sponsors the shelter is
exempt from federal income taxation pursuant to section 501(c)(3) of the Internal Reve-
nue Code of 1986, as amended through December 31, 1992, notwithstanding the fact that
the sponsoring organization receives funding under section 8 of the United States Hous-
ing Act of 1937, as amended.

(13) If approved by the governing body of the municipality in which the property is
located, property not exceeding one acre which is owned and operated by any senior citi-
zen group or association of groups that in general limits membership to persons age 550r
older and is organized and operated exclusively for pleasure, recreation, and other non-
profit 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 hydromechanical power on a site
owned by the state or a local governmental unit which is developed and operated pur-
suant to the provisions of section 103G.535.

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

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

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

An exemption provided by clause (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
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members of the county board of commissioners of the county in which the facility is pro-
posed 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 pro-
posed 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 have 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 COIpo-
ration exempt from federal income taxation pursuant to United States Code, title 26, sec-
tion 501(c)(3), primarily used in the generation and distribution 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 appurtenances, 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 individuals,
couples, or families. (ii) It has the purpose of reuniting families and enabling parents or
individuals to obtain self-sufficiency, advance their education, get job training, or be-
come 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 completing
the program’s goals. (iv) It provides services to a resident of the facility for at least three
months but no longer than three years, except residents enrolled in an educational or
vocational institution or job training program. These residents may receive services dur-
ing the time they are enrolled but in no event longer than four years. (v) It is owned and
operated or under lease from a unit of government or governmental agency under a prop-
erty disposition program and operated by one or more organizations exempt from federal
income tax under section 501(c)(3) of the Internal Revenue Code of 1986, as amended
through December 31, 1992. This exemption applies notwithstanding the fact that the
sponsoring organization 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 notwithstanding the fact
that the sponsoring organization receives funding under Section 8 of the United States
Housing Act of 1937, as amended.

(20) Real and personal property, including leasehold or other personal property in-
terests, owned and operated by a corporation if more than 50 percent of the total voting
power of the stock of the corporation is owned collectively by: (i) the board of regents of
the University of Minnesota, (ii) the University of Minnesota Foundation, an organijza-
tion exempt from federal income taxation under section 501(c)(3) of the Internal Reve-
nue Code of 1986, as amended through December 31, 1992, and (jii) a corporation orga-
nized under chapter 317A, which by its articles of incorporation is prohibited from pro-
viding pecuniary gain to any person or entity other than the regents of the University of
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Minnesota; which property is used primarily to manage or provide goods, services, or
facilities utilizing or relating to large-scale advanced scientific computing resources to
the regents of the University of Minnesota and others.

(21)(a) Small scale wind energy conversion systems; as defined in section 216C06;
subdivision 12; installed after January 1, 1991, and before January 2,1995; and used as an
electric power source; are exempt.

(b) “Small scale wind energy conversion systems” are wind energy conversion sys-
tems, as defined in section 216C.06, subdivision 12, installed after January 1; 1995 in-
cluding the foundation or support pad, which are (i) used as an electric power source; (ii)
located within one county and owned by the same owner; and (iii) produce two mega-
watts or less of electricity as measured by nameplate ratings; are exetnpt.

{¢) (b) Medium scale wind energy conversion systems; as defined in section
216C.06, subdivision 12; installed after Januvary 1, 1995 1991, and used as an electric
power source but not exempt under item (b); are treated as follows: (i) the foundation and
support pad are taxable; (ii) the associated supporting and protective structures are €x-
empt for the first five assessment years after they have been constructed, and thereafter,
30 percent of the market value of the associated supporting and protective structures are
taxable; and (iii) the turbines, blades, transformers, and its related equipment, are ex-
empt. “Medium scale wind energy conversion systems” are wind energy conversion sys-
tems as defined in section 216C.06, subdivision 12, including the foundation or support

(c) Large scale wind energy conversion systems installed after January 1, 1991, are
treated as follows: 25 percent of the market value of all property is taxable, including (i)
fhe foundation and support pad; () the associated supporting and protective structures;
and (i) the turbines, blades, transformers, and its related equipment. “Large scale wind
energy conversion systems” are wind energy conversion systems as defined in section
216C.06, subdivision 12, inciuding the foundation or support pad, which are: (i) used as
an electric power source; and (i) produce more than 12 megawatts of energy as measured
by nameplate ratings. -

(22) Containment tanks, cache basins, and that portion of the structure needed for
the containment facility used to confine agricultural chiemicals as defined in section
18D.01, subdivision 3, as required by the commissioner of agriculture under chapter 18B
or18C.

(23) Photovoltaic devices, as defined in section 216C.06, subdivision 13, installed
after January 1, 1992, and used to produce or store electric power.

(24) Real and personal property owned and operated by a private, nonprofit corpo-
ration exempt from federal income taxation pursuant to United States Code, title 26, sec-
tion 501(c)(3), primarily used for an ice arena or ice rink, and used primarily for youth
and high school programs.

(25) A structure that js situated on real property that is used for:

(i) housing for the elderly or for low— and moderate—income families as defined in
Title I of the National Housing Act, as amended through December 31, 1990, and funded
by a direct federal loan or federally insured loan made pursuant to Title II of the act; or
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(ii) housing lower income families or elderly or handicapped persons, as defined in
Section 8 of the United States Housing Act of 1937, as amended.

In order for a structure to be exempt under (i) or (ii), it must also meet each of the
following criteria;

(A) is owned by an entity which is operated as a nonprofit corporation organized
under chapter 317A;

(B) is owned by an entity which has not entered into a housing assistance payments
contract under Section 8 of the United States Housing Act of 1937, or, if the entity which
owns the structure has entered into a housing assistance payments contract under Section
8 of the United States Housing Act of 1937, the contract provides assistance for less than
90 percent of the dwelling units in the structure, excluding dwelling units intended for
management or maintenance personnel;

(C) operates an on-site congregate dining program in which participation by resi-
dents is mandatory, and provides assisted living or similar social and physical support
services for residents; and

(D) was not assessed and did not pay tax under chapter 273 prior to the 1991 levy,
while meeting the other conditions of this clause.

An exemption under this clause remains in effect for taxes levied in each year or
partial year of the term of its permanent financing.

(26) Real and personal property that is located in the Superior National Forest, and
owned or leased and operated by a nonprofit organization that is exempt from federal in-
come taxation under section 501(c)(3) of the Internal Revenue Code of 1986, as amended
through December 31, 1992, and primarily used to provide recreational opportunities for
disabled veterans and their families.

(27) Manure pits and appurtenances, which may include slatted floors and pipes,
installed or operated in accordance with a permit, order, or certificate of compliance is-
sued by the Minnesota pollution control agency. The exemption shatl continue for as long
as the pernit, order, or certificate issued by the Minnesota pollution control agency re-
mains in effect.

(28) Notwithstanding clause (8), item (a), attached machinery and other personal
property which is part of a facility containing a cogeneration system as described in sec-
tion 216B.166, subdivision 2, paragraph (a), if the cogeneration system has met the fol-
lowing criteria: (i) the system utilizes natural gas as a primary fuel and the cogenerated
steam initially replaces steam generated from existing thermal boilers utilizing coal; (i)
the facility developer is selected as a result of a procurement process ordered by the pub-
lic utilities commission; and (jii) construction of the facility is commenced after July 1,
1994, and before July 1, 1997.

(29) Real property acquired by a home rule charter city, statutory city, county, town,
or school district under 2 lease purchase agreement or an installment purchase contract
during the term of the lease purchase agreement as long as and to the extent that the prop-
erty is used by the city, county, town, or school district and devoted to a public use and to
the extent it is not subleased to any private individual, entity, association, or corporation
in connection with a business or enterprise operated for profit.
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Sec. 8. Minnesota Statutes 1996, section 272.02, is amended by adding a subdivi-
sion to read: )

Subd. 9. PERSONAL PROPERTY; BIOMASS FACILITY. (a) Notwithstand-
ing clause (8), item (a), of subdivision 1, attached machinery and other personal property,
excluding transmission and distribution Tines, that is part of a system that generates bio-
tmass electiic encrgy that satisfies the mandate, in whole or in part, established in section
31682424, ot a system that generates electric energy using waste wood, is exempt if it

meets the requirements of his subdivision.

(b) The governing bodies of the county, city or town, and school district must each
approve, by resolution, the exemption of the personal property under this subdivision.
Tach of the governing bodies shall file a copy of the resolution with the county auditor.
The county auditor shall publish the resolutions in newspapers of general circulation
within the county. The voters of the county may request a referendum on the proposed
exemption by filing a pefition within 30 days aftet the resolutions are published. The peti-
tion must be signed by voters who reside in the county. The number of signatures must
equal at feast ten percent of the number of persons vofing in the county in the Iast general
election. If siich a petition is tirnely filed, the resolutions are not effective until they have
been submitted io the voters residing in the county at a general or special election and a
majority of votes cast on the question of approving the resolution are in the affirmative.

The commissioner of revenue shall prepare a suggested form of question to be presented
at the referendum.

(c) The exemption under this subdivision is limited to 2 maximum _o_f five years, be-
ginning with the assessment year immediately following the year during which the per-
sonal property is put in operation.

Sec. 9, Minnesota Statutes 1996, section 272.115, is amended to read:
272.115 CERTIFICATE OF VALUE; FILING.

Subdivision 1. REQUIREMENT. Except as otherwise provided in subdivision 5,
whenever any real estate is sold for a consideration in excess of $1,000, whether by war-
ranty deed, quitclaim deed, contract for deed or any other method of sale, the grantor,
grantee or the legal agent of either shall file a certificate of value with the county auditor
in the county in which the property is located when the deed or other document is pres-
ented for recording. Contract for deeds are subject to recording under section 507.235,
subdivision 1. Value shall, in the case of any deed not a gift, be the amount of the full
actual consideration thereof, paid or to be paid, including the amount of any lien or liens
assumed. The items and value of personal property transferred with the real property
must be listed and deducted from the sale price. The certificate of value shall include the
classification to which the property belongs for the purpose of determining the fair mar-
ket value of the property. The certificate shall include financing terms and conditions of
the sale which are necessary to determine the actual, present value of the sale price for
purposes of the sales ratio study. The commissioner of revenue shall promulgate admin-
istrative rules specifying the financing terms and conditions which must be included on
the certificate. Pursuant to the authority of the commissioner of revenue in section
270,066, the certificate of value must include the social security number or the federal
employer identification number of the grantors and grantees. The identification numbers
of the grantors and grantees are private data on individuals or nonpublic data as defined in
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section 13.02, subdivisions 9 and 12, but, notwithstanding that section, the private or
nonpublic data may be disclosed to the commissioner of revenue for purposes of tax ad-
ministration.

Subd. 2. FORM; INFORMATION REQUIRED. The certificate of value shall re-
quire such facts and information as may be determined by the commissioner to be reason-
ably necessary in the administration of the state education aid formulas. The form of the
certificate of value shall be prescribed by the department of revenue which shatl provide
an adequate supply of forms to each county auditor,

Subd. 3. COPIES TRANSMITTED; HOMESTEAD STATUS. The county audi-
tor shall transmit two true copies of the certificate of value to the assessor who shall insert
the most recent market value and when available, the year of original construction of sach
parcel of property on both copies and shall transmit one copy to the department of reve-
nue. Upon the request of a city council located within the county, a copy of each cextifi-
cate of value for property located in that city shall be made available to the governing
body of the city. The assessor siall remove the homestead classification for the following
assesstnent year from a property which is sold or transferred, unless the grantee or the
person to whom the property is transferred completes a homestead application under sec-
tion 273.124, subdivision 13, and qualifies for homestead status.

Subd. 4. ELIGIBILITY FOR HOMESTEAD STATUS. No real estate sold or
transferred on or after January 1, 1993, under subdivision 1 shall be classified as a home-
stead, unless (1) a certificate of value has been filed with the county auditor in accordance
with this sect-iaﬁ1 or (2) the real estate was conveyed by the federal government, the state,

a political subdivision of the state, or combination of them to a person otherwisc cligible
to receive homestead classification of the property.

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

Subd. 5. EXEMPTION FOR GOVERNMENT BODIES. A certificate of real es-
tate value is not required when the real estate is being conveyed to or by a public authority

or agency of the federal government, the state of Minnesota, a political subdivision of the

- state, or any combination of them, provided that the authority, agency, or governmental
unit has agreed to file a list of the real estate conveyed by or to the authority, agency, or

.Sec. 10. Minnesota Statutes 1996, section 273.11, subdivision 1a, is amended to
read:

Subd. 1a. LIMITED MARKET VALUE. In the case of all property classified as
agricultural homestead or nonhomestead, residential homestead or nonhomestead, or
noncommercial seasonal recreational residential, the assessor shall compare the value
with that determined in the preceding assessment, The amount of the increase entered in
the current assessment shall not exceed the greater of (1) ten percent of the value in the
preceding assessment, or (2) ene~third one—fourth of the difference between the current
assessment and the preceding assessment. This limitation shall not apply to increases in
value due to improvements. For purposes of this subdivision, the term “assessment”
means the value prior to any exclusion under subdivision 16.
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The provisions of this subdivision shall be in effect only for assessment years 1993
through 1997 2001.

For purposes of the assessment/ sales ratio study conducted under section 124.2131,
and the computation of state aids paid under chapters 124, 124A, and 477A, market val-
ues and net tax capacities determined under this subdivision and subdivision 16, shall be
used.

Sec. 11. Minnesota Statutes 1996, section 273.11, éubdivision 16, is amended to
read:

Subd. 16. VALUATION EXCLUSION FOR CERTAIN IMPROVEMENTS.
Improvements to homestead property made before January 2, 2003, shall be fully or par-
tially excluded from the value of the property for assessment purposes provided that 8]
the house is at least 35 years old at the time of the improvement and (2) either

(a) the assessor’s estimated market value of the house on January 2 of the current
year is equal to or less than $150,000, or

(b) if the estimated market value of the house is over $150,000 market value but is
less than $300,000 on January 2 of the current year, the property qualifies if

(i) it is located in a city or town in which 50 percent or more of the owner—occupied
housing units were constructed before 1960 based upon the 1990 federal census, and

(ii) the city or town’s median family income based upon the 1990 federal census is
less than the statewide median family income based upon the 1990 federal census, or

(c) if the estimated market value of the house is $300,000 or more on January 2 of the
current year, the property qualifies if

(i) it is located in a city or town in which 45 percent or more of the homes were
constructed before 1940 based upon the 1990 federal census, and

(i) it is located in a city or town in which 45 percent or more of the housing units
were rental based upon the 1990 federal census, and

(iii) the city or town’s median value of owner—occupied housing units based upon
the 1990 federal census is less than the statewide median value of owner-occupied hous-
ing units based upon the 1990 federal census.

For purposes of determining this eligibility, “house” means land and buildings.

The age of a residence is the number of years that the residence has existed at its
present site since the original year of its construction. In the case of a residence that is

relocated, the relocation must be from a location within the state and the only improve-
ments eligible for exclusion under this subdivision are (1) those for which building per-
mifs were issued to the homeowner after the residence was relocated fo its present site,
and (2) those undertaken during or affer the year the residence is initially occupied by the
omeowner, excluding any market value increase reiating to basic improvements that are
necessary to install the residence on its foundation and connect it to utilities at its present
sife. In tho case of an owner—occupied duplex or triplex, the improvement is eligible re-

gardless of which portion of the property was improved.

If the property lies in a jurisdiction which is subject to a building permit process, a
building permit must have been issued prior to commencement of the improvement. Any
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improvement must add at least $1,000 to the value of the property to be eligible for exclu-
sion under this subdivision. Only improvements to the structure which is the residence of
the qualifying homesteader or construction of or improvements to no more than one two—
car garage per residence qualify for the provisions of this subdivision. If an improvement
was begun between January 2, 1992, and January 2, 1993, any value added from that im-
provement for the January 1994 and subsequent assessments shall qualify for exclusion
under this subdivision provided that a building permit was obtained for the improvement
between January 2, 1992, and January 2, 1993. Whenever a building permit is issued for
property currently classified as homestead, the issuing jurisdiction shall notify the prop-
erty owner of the possibility of valuation exclusion under this subdivision. The assessor
shall require an application, including documentation of the age of the house from the
ownet, if unknown by the assessor. The application may be filed subsequent to the date of
the building permit provided that the application must be filed within three years of the
date the building permit was issued for the improvement. If the property lies in a jurisdic-
tion which is not subject to a building permit process, the application must be filed within
three years of the date the improvement was made. The assessor may require proof from
the taxpayer of the date the improvement was made. Applications must be received prior
to July 1 of any year in order to be effective for taxes payable in the following year.

No exclusion may be granted for an improvement by a local board of review or
county board of equalization and no abatement of the taxes for qualifying improvements
may be granted by the county board unless (1) a building permit was issued prior to the
commencement of the improvement if the jurisdiction requires a building permit, and (2)
an application was completed.

The assessor shall note the qualifying value of each improvement on the property’s
record, and the sum of those amounts shall be subtracted from the value of the property in
each year for ten years after the improvement has been made, at which time an amount
equal to 20 percent of the qualifying value shall be added back in each of the five subse-
quent assessment years. If an application is filed after the first assessment date at which
an improvement could have been subject to the valuation exclusion under this subdivi-
sion, the ten—year period during which the value is subject to exclusion is reduced by the
number of years that have elapsed since the property would have qualified initially. The
valuation exclusion shall terminate whenever (1) the property is sold, or (2) the property
is reclassified to a class which does not qualify for treatment under this subdivision. Im-
provements made by an occupant who is the purchaser of the property under a condition-
al purchase contract do not qualify under this subdivision unless the seller of the property
is a governmental entity. The qualifying value of the property shall be computed based
upon the increase from that structure’s market value as of January 2 preceding the ac-
quisition of the property by the governmental entity.

The total qualifying value for a homestead may not exceed $50,000. The total quali-
fying value for a homestead with a house that is less than 70 years old may not exceed
$25,000. The term “qualifying value” means the increase in estimated market value re-
sulting from the improvement if the improvement occurs when the house is at least 70
years old, or one-half of the increase in estimated market value resulting from the im-
proversent otherwise. The $25,000 and $50,000 maximum qualifying value under this
subdivision may result from up to three separate improvements to the homestead. The
application shall state, in clear language, that if more than three improvements are made
to the qualifying property, a taxpayer may choose which three improvements are eligible,
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Corporate entities who previously qualified for tax deferment pursuant to this sec-
tion and who continue to otherwise qualify under subdivisions 3 and 6 for a period of at
least three years following the effective date of Laws 1983, chapter 222, section 8, will
not be required to make payment of the previously deferred taxes, notwithstanding the
provisions of subdivision 9. Special assessments are payable at the end of the three-year
period or at time of sale, whichever comes first.

(¢) Land that previously qualified for tax deferment pussuant to under this section
and no longer qualifies because it is not classified as primarily used for agricultural land
purposes but would otherwise qualify under subdivisions 3 and 6 for a period of at least
three years will not be required to make payment of the previously deferred taxes, not-
withstanding the provisions of subdivision 9. Sale of the land prior to the expiration of the
three—year period requires payment of deferred taxes as follows: sale in the year the land
no longer qualifies requires payment of the current year’s deferred taxes plus payment of
deferred taxes for the two prior years; sale during the second year the land no longer qual-
ifies requires payment of the current year’s deferred taxes plus payment of the deferred
taxes for the prior year; and sale during the third year the land no longer qualifies requires
payment of the current year’s deferred taxes, Deferred taxes shall be paid even if the land
qualifies pursuant to subdivision 11a. When such property is sold or no longer qualifies
under this paragraph, or at the end of the three—year period, whichever comes first, all
deferred special assessments plus interest are payable in equal installments spread over
the time remaining until the last maturity date of the bonds issued to finance the improve-
ment for which the assessments were levied. If the bonds have matured, the deferred spe-
cial assessments plus interest are payable within 90 days. The provisions of section
429,061, subdivision 2, apply to the collection of these installments. Penalties are not im-
posed on any such special assessments if timely paid.

Sec. 13. Minnesota Statutes 1996, section 273.111, subdivision 6, is amended to
read:

Subd. 6. Real property qualifying under subdivision 3 shall be considered to be in
agricultural use provided that annually:

(1) at least 33-1/3 percent of the total family income of the owner is derived there-
from, or the total production income including rental from the property is $300 plus $10
per tillable acre; and

(2) it is devoted to the production for sale of agricultural products as defined in sec-
tion 273.13, subdivision 23, paragraph (e).

Slough, wasteland, and woodland contiguous to or surrounded by land that is en-
titled to valuation and tax deferment under this section is considered to be in agricultural
use if under the same ownership and management.

Sec. 14. Minnesota Statutes 1996, section 273.112, subdivision 2, is amended to
read:

Subd. 2. The present general system of ad valorem property taxation in the state of
Minnesota does not provide an equitable basis for the taxation of certain private outdeor
recreational, social, open space and park land property and has resulted in excessive taxes
on some of these lands. Therefore, it is hereby declared that the public policy of this state
would be best served by equalizing tax burdens upon private eutdeer, recreational, s0-
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cial, open space and park land within this state through appropriate taxing measures to
encourage private development of these lands which would otherwise not occur or have
to be provided by governmental authority.

Sec. 15. Minnesota Statutes 1996, section 273.112, subdivision 3, is amended to
read: |

Subd. 3. Real estate shall be entitled to valuation and tax deferment under this sec-
tion only if it is:

(a) actively and exclusively devoted to golf, skiing, lawn bowling, croquet, or ar-
chery or firearms range recreational use or uses and other recreational or social uses car-
ried on at the establishment;

(b) five acres in size ormore, except in the case of alawn bowling or croquet green or
an archery or firearms range or an establishment actively and exclusively devoted to in-
door fitness, health, social, recreaional, and related uses in which the establishment is
owned and operated by a not—for—profit corporation; T -

(c)(1) operated by private individuals or, in the case of a lawn bowling or croquet
green, by private individuals or corporations, 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 or open to the pub-
lic, provided that the club does not discriminate in membership requirements or selection
on the basis of sex or marital status; and

(d) made available; in the case of real estate devoted to golf; for use without discrim-
ination 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 fre-
quently 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 one adult
per membership, the use must be equally available to all adults entitled to use of the golf
course under the membership, except that use may be restricted on the basis of sex as per-
mitted in this section. Memberships that permit play during restricted times may be al-
lowed only if the restricted times apply to all adults using the membership. A golf club
may not offer a membership or golfing privileges to a spouse of a member that provides
greater or less access to the golf course than is provided to that person’s spouse under the
same or a separate membership in that club, except that the terms of a membership may
provide that one spouse may have no right to use the golf course at any time while the
other spouse may have either limited or unlimited access to the golf course.

A golf club may have or create an individual membership category which entitles a
member for a reduced rate to play during restricted hours as established by the club. The
club must have on record a written request by the member for such membership.

A golf club that has food or beverage facilities or services must allow equal access to
those facilities and services for both men and women members in all membership catego-
ries at all times. Nothing in this paragraph shall be construed to require service or access
to facilities to persons under the age of 21 years or require any act that would violate law
or ordinance regarding sale, consumption, or regulation of alcoholic beverages.
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For purposes of this subdivision and subdivision 7a, discrimination means a paitern
or course of conduct and not linked to an isolated incident.

Sec. 16. Minnesota Statutes 1996, section 273.112, subdivision 4, is amended to
read:

Subd. 4. The value of any real estate described in subdivision 3 shall upon timely
application by the owner, in the manner provided in subdivision 6, be determined solely
with reference to its appropriate private outdeer, recreational, social, open space and park
land classification and value notwithstanding sections 272.03, subdivision 8, and 273.11.
In determining such value for ad valorem tax purposes the assessor shall not consider the
value such real estate would have if it were converted to commercial, industrial, residen-
tial or seasonal residential use.

Sec. 17. Minnesota Statutes 1996, section 273.121, is amended to read:
273.121 VALUATION OF REAL PROPERTY, NOTICE,

Any county assessor ot city assessor having the powers of a county assessor, valuing
or classifying taxable real property shall in each year notify those persons whose property
is to be assessed or reclassified that year if the person’s address is known to the assessor,
otherwise the occupant of the property. 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 equaliza-
tion under section 274.01 or the review process established under section 274.13, subdi-
vision Ic. It shall contain: (T) the market value, (2) the limited market value under section
273.11, subdivision 1a, (3) the qualifying amount of any improvements under section
273.11, subdivision 16, (4) the market value subject to taxation after subtracting the
amount of any qualifying improvements, (5) the new classification, (6) a note that if the
property is homestead and at least 35 years old, improvements made to the property may
be cligible for a valuation exclusion under section 273.11, subdivision 16, (7) the asses-
sor’s office address, and (8) the dates, places, and times set for the meetings of the local
board of review or equalization, the review process established under section 274.13,
subdivision 1c, and the county board of equalization. If the assessment roll Is not com.
plete, 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 comn-
missioner of revenue shall conduct an investigation 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 municipality. The necessary funds to make such payments are hereby appro-
priated. Failure to recejve 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 enforce-
ment of delinquent taxes by statutory means.
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Sec. 18. Minnesota Statutes 1996, section 273.124, subdivision 1, is amended to
read:

Subdivision 1. GENERAL RULE. (a) Residential real estate that is occupied and
used for the purposes of a homestead by its owner, who must be a Minnesota resident, isa
residential homestead.

Agricultural land, as defined in section 273.13, subdivision 23, that is occupied and
used as a homestead by its owner, who must be a Minnesota resident, is an agricultural

homestead.

Dates for establishment of a homestead and homestead treatment provided to partic-
ular types of property are as provided in this section.

Property of a trustee, beneficiary, or grantor of a trust is not disqualified from receiv-
ing homestead benefits if the homestead requirements under this chapter are satisfied.

The assessor shall require proof, as provided in subdivision 13, of the facts upon
which classification as a homestead may be determined. Notwithstanding any other law,
the assessor may at any time require a homestead application to be filed in order to verify
that any property classified as a homestead continues to be eligible for homestead status.
Notwithstanding any other law to the contrary, the department of revenue may, upon re-
quest from an assessor, verify whether an individual who is requesting or receiving
homestead classification has filed a Minnesota income tax return as a resident for the
most recent taxable year for which the information is available.

‘When there is a name change or a transfer of homestead property, the assessor may
reclassify the property in the next assessment uniess a homestead application is filed to
verify that the property continues to qualify for homestead classification.

(b) For purposes of this section, homestead property shall include property which is
used for purposes of the homestead but is separated from the homestead by a road, street,
lot, waterway, or other similar intervening property. The term “used for purposes of the
homestead” shall include but not be limited to uses for gardens, garages, or other out-
buildings commonly associated with a homestead, but shall not include vacant land held
primarily for future development. In order to receive homestead treatment for the non-
contiguous property, the owner shall apply for it to the assessor by J uly 1 of the year when
the treatment is initially sought. After initial qualification for the homestead treatment,
additional applications for subsequent years are not required.

(c) Residential real estate that is occupied and used for purposes of ahomestead by a
relative of the owner is a homestead but only to the extent of the homestead treatment that
would be provided if the related owner occupied the property. For purposes of this para-
graph and paragraph (8 (g), “relative” means a parent, stepparent, child, stepchild,
grandparent, grandchild, brother, sister, uncle, or aunt. This relationship may be by blood
. or marriage. Property that has been classified as seasonal recreational residential proper-
ty at any time during which it has been owned by the current owner or spouse of the cur-
rent owner will not be reclassified as a homestead unless it is occupied as a homestead by
the owner; this prohibition also applies to property that, in the absence of this paragraph,
would have been classified as seasonal recreational residential property at the time when
the residence was constructed. Neither the related occupant nor the owner of the property
may claim a property tax refund under chapter 290A fora homestead occupied by a rela-
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tive. In the case of a residence located on agricultural land, only the house, garage, and
immediately surrounding one acre of land shall be classified as a homestead under this
paragraph, except as provided in paragraph (d).

(d) Agricultural property that is occupied and used for purposes of a homestead by a
relative of the owner, is a homestead, only to the extent of the homestead treatment that
would be provided if the related owner occupied the property, and only if all of the fol-
lowing criteria are met:

(1) the relative who is occupying the agricultural property is a son, daughter, father,
or mother of the owner of the agricultural property or a son or daughter of the spouse of
the owner of the agricultural property,

(2) the owner of the agricultural property must be a Minnesota resident,

(3) the owner of the agricultural property must not receive homestead treatment on
any other agricultural property in Minnesota, and

(4) the owner of the agricultural property is limited to only one agricultural home-
stead per family under this paragraph.

Neither the related occupant nor the owner of the property may claim a property tax
refund under chapter 290A for a homestead occupied by a relative qualifying under this
paragraph. For purposes of this paragraph, “agricultural property” means the house, ga-
rage, other farm buildings and structures, and agricultural land.

Application must be made to the assessor by the owner of the agricultural property
to receive homestead benefits under this paragraph. The assessor may require the neces-
sary proof that the requirements under this paragraph have been met.

(e) In the case of property owned by a property owner who is married, the assessor
must not deny homestead treatment in whole or in part if only one of the spouses occupies
the property and the other spouse is absent due to: (1) marriage dissolution proceedings,
(2) legal separation, (3) employment or self~employment in another location, or (4) resi-
dence in a nursing home or boarding care facility; or (5) other personal circumstances
causing the spouses to live separately, not including an intent to obtain two homestead
classifications for property tax purposes. To qualify under clause (3), the spouse’s place
of employment or self-employment must be at least 50 miles distant from the other
spouse’s place of employment, and the homesteads must be at least 50 miles distant from
each other. Homestead treatment, in whole or in part, shall not be denied to the owner’s
spouse who previously occupied the residence with the owner if the absence of the owner
is due to one of the exceptions provided in this paragraph.

(f) The assessor must not deny homestead treatment in whole or in part if:

occupied; or

(2) in the case of a property owner who is married, the owner or the owner’s spouse

or both are absent due to residence in a nursing home or boarding care facility and the

property is not occupied or is occupied only by the owner’s spouse.

() If an individual is purchasing property with the intent of claiming it as a home-
stead and is required by the terms of the financing agreement to have a relative shown on
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the deed as a coowner, the assessor shall allow a full homestead classification. This provi-
sion 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 the commission-
er and must contain the data necessary for the assessor to determine if full homestead
benefits are warranted.

Sec. 19. Minnesota Statutes 1996, section 273.124, is amended by adding a subdivi-
sion to read:

Subd. 19. LEASE-PURCHASE PROGRAM. Qualifying buildings and appurte-
nances, together with the land on which they are located, are classified as homesteads, if

the following qualifications are met:

(1) the property is leased forup toa five—year period by the occupant under a lease—
purchase program administered by the Minnesota housing finance agency or a housing
and redevelopment authority under sections 469.001 to 469.047;

(2) the occupant’s income is no greater than 80 percent of the county or area median
income, adjusted for family size;

(4) the lease agreernent provides that part of the lease payment is escrowed as a non-
refundable down payment on the housing;

(5) the administering agency verifies the occupant’s income eligibility and certifies
to the county assessor that the occupant meets the income standards; and

(6) the property owner applies to the county assessor by May 30 of each year.

For purposes of this subdivision, “qualifying buildings and appurtenances” means a
one-~ or two—unit residential building which was unoccupied, abandoned, and boarded
for at least six months.

o SIX MO,

Sec. 20. Minnesota Statutes 1996, section 273.13, subdivision 23, is amended to

read:

Subd. 23. CLASS 2. (a) Class 2a property is agricultural land including any im-
provements that is homesteaded. The market value of the house and garage and immedi-
ately surrounding one acre of land has the same class rates as class la property under sub-
division 22. The value of the remaining land including improvements up to $115,000 has
a net class rate of :45 0.4 percent of market value and a gross class rate of 175 percent of
market value, The remaining value of class 2a property over $115,000 of market value
that does not exceed 320 acres has a net class rate of ene 0.9 percent of market value; and a
gross class zate of 2:25 percent of market value. The remaining property over the
$115,000 market value in excess of 320 acres has a class rate of 45 1.4 percent of market
value; and a gress class rate of 2:25 percent of market value.

(b) Class 2b property is (1) real estate, rural in character and used exclusively for
growing trees for timber, lumber, and wood and wood products; (2) real estate that is not
improved with a structure and is used exclusively for growing trees for timber, lumber,
and wood and wood products, if the owner has participated or is participating in a cost—
sharing program for afforestation, reforestation, or timber stand improvement on that
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particular property, administered or coordinated by the commissioner of natural re-
sources; (3) real estate that is nonhomestead agricultural land; or (4) a landing arca or
public access area of a privately owned public use airport. Class 2b property has a net
class rate of 1-5 1.4 percent of market values and a gross elass rate 0£2.25 percent of mar-
ket value.

() Agricultural land as used in this section means contignous acreage of ten acres or
more, primarily used during the preceding year for agricultural purposes. Agticultural
use may include “Agricultural purposes” as used in this section means the raising or cul-
tivation of agricultural products or enrollment in the Reinvest in Minnésota program un-
der sections 103E501 to 103F.535 or the federal Conservation Reserve Program as con-
tained in Public Law Number 99-198. Contiguous acreage on the same parcel, or contig-
uous acreage on an immediately adjacent parcel under fhe same ownership, may also
qualify as agricultural Tand, but only ifit Is pasture, timber, waste, unusable wild land, 2ad
or land included in state or federal farm or conservation programs. “Agricultural pur-
poses” as used in this section means the raising or cultivation of agricultural produets-
Land enrolled in the Reinvest in Minnesota program under sections 103E505 to
103E:531 or the federal Conservation Reserve Program as contained in Public Law Num-
ber 99-198; and consisting of a minimum of ten contiguous acres, shall be classified as
agrienltural: Agricultural classification for property shall be determined with respect te
the use of the whele pareel; excluding the house, garage, and immediately surround ing
one acre of land, and shall not be based upon the market value of any residential structures
on the parcel or coniiguous parcels under the same ownership.

(d) Real estate, excluding the house, garage, and immediately surrounding one acre
of land, of less than ten acres which is exclusively and intensively used prineipally for
raising or cultivating agricultural products, shall be considered as agricultural land; if itis

not used primarily for residential purposes.

Land shall be classified as agricultural even if all or a portion of the agricultural use

of that property is the leasing to, or use by another person for agricultural purposes.

Classification under this subdivision is not determinative for qualifying under sec-
tion 273.111.

The property classification under this section supersedes, for property tax purposes
only, any locally administered agricuttura] policies or land use restrictions that define
minimum or maximum farm acreage.

(e) The term “agricultural products” as used in this subdivision includes production
for sale of: T

(1) livestock, dairy animals, dairy products, poultry and pouliry products, fur—bear-
ing animals, horticultural and nursery stock described in sections 18.44 to 18.61, fruit of
all kinds, vegetables, forage, grains, bees, and apiary products by the owner;

(2) fish bred for sale and consumption if the fish breeding occurs on land zoned for
agricultural use;

(3) the commercial boarding of horses if the boarding is done in conjunction with
raising or cultivating agricultural products as defined in clause @)

(4) property which is owned and operated by nonprofit organizations used for
equestrian activities, excluding racing; and
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(5) game birds and waterfowl bred and raised for use on a shooting preserve licensed
under section 97A.115.

(f) If a parcel used for agricultural purposes is also used for commercial or industrial
purposes, including but not limited to:

(1) wholesale and retail sales;
(2) processing of raw agricultural products or other goods;
(3) warehousing or storage of processed goods; and

(4) office facilities for the support of the activities enumerated in clauses (1), (2),and
G

the assessor shall classify the part of the parcel used for agricultural purposes as class 1b,
2a, or 2b, whichever is appropriate, and the remainder in the class appropriate to its use.
The grading, sorting, and packaging of raw agricultural products for first sale is consid-
ered an agricultural purpose. A greenhouse or other building where horticultural or nurs-
ery products are grown that is also used for the conduct of retail sales must be classified as
agricultural if it is primarily used for the growing of horticultural or nursery products
from seed, cuttings, or roots and occasionally as a showroom for the retail sale of those
products. Use of a greenhouse or building only for the display of already grown horticul-
tural or nursery products does not qualify as an agricultural purpose.

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. I any
farm buildings or structures are located on this homesteaded acre of land, their market
value shall not be included in this separate determination.

(g) To qualify for classification under paragraph (b), clause (4), a privately owned
public use airport must be licensed as a public airport under section 360.018. For pur-
poses of paragraph (b), clause (4), “landing area” means that part of a privately owned
public use airport properly cleared, regularly maintained, and made available to the pub-
lic for use by aircraft and includes runways, taxiways, aprons, and sites upon which are
situated landing or navigational aids. A landing area also includes land underlying both
the primary surface and the approach surfaces that comply with all of the following:

(i) the land is properly cleared and regularly maintained for the primary purposes of
the landing, taking off, and taxiing of aircraft; but that portion of the land that contains
facilities for servicing, repair, or maintenance of aircraft is not included as a landing area;

(i) the land is part of the airport property; and

(iif) the land is not used for commercial or residential purposes.
The land contained in a landing area under paragraph (b), clause (4), must be described
and certified by the commissioner of transportation. The certification is effective until it
is modified, or until the airport or landing area no longer meets the requirements of para-
graph (b), clause (4). For purposes of paragraph (b), clause (4), “public access area”

means property used as an aircraft parking ramp, apron, or storage hangar, or an arrival
and departure building in connection with the airport.

Sec. 21. Minnesota Statutes 1996, section 273.13, is amended by adding a subdivi-
sion to read:
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Subd. 25a. ELDERLY ASSISTED LIVING FACILITY PROPERTY. “Elderly
assisted living facility property” means residential real estate containing more than one
unit held for use by the tenants or lessees as a residence for periods of 30 days or more,

along with community rooms, lounges, activity rooms, and related facilitics, designed to
meet the housing, health, and financial security needs of the elderly. The real estate may
be owned by an individual, partnership, limited partnership, for—profit corporation or
nonprofit corporation exempt from federal income taxation under United States Code,
title 26, section 501(c)(3) or related sections.

An admission or initiation fee may be required of tenants. Monthly charges may in-

clude charges for the residential unit, meals, housckeeping, utilities, social programs, a
health care alert system, or any combination of them. On~site health care may be pro-
vided by in~house staff or an outside health care provider.

The assessor shall classify elderly assisted living facility property, depending upon
the property’s ownership, occupancy, and use. The applicable class rates shall apply
based on its classification, if taxable.

Sec. 22. Minnesota Statutes 1996, section 273.18, is amended to read:

273.18 LISTING, VALUATION, AND ASSESSMENT OF EXEMPT PROP-
ERTY BY COUNTY AUDITORS. |

(2) In every sixth year after the year 1926, the county auditor shall enter, ina separate
place in the real estate assessment books, the description of each tract of real property
exempt by law from taxation, with the name of the owner, if known, and the assessor shall
value and assess the same in the same manner that other real property is valued and as-
sessed, and shall designate in each case the purpose for which the property is used.

(b) For purposes of the apportionment of fire state aid under section 69.021, subdivi-
sion 7, the county auditor shall include on the abstract of assessment of exempt real prop-

Sec. 23. Minnesota Statutes 1996, section 274.01, is amended to read:
274.01 BOARD OF REVIEW,

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 (1) in cities whose charters provide for a board of equalization
or (2) in any city or town that has transferred its local board of review power and duties to
the county board as provided in subdivision 3. 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.
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If in any county, at least 25 percent of the total net tax capacity of a city or town is
noncommercial seasonal residential recreational property classified under section
273.13, subdivision 25, the county must hold two countywide informational meetings on
Saturdays. The meetings will allow noncommercial seasonat residential recreational tax-
payers to discuss their property valuation with the appropriate assessment staff. These
Saturday informational meetings must be scheduled to allow the owner of the noncom-
mercial seasonal residential recreational property the opportunity to attend one of the
meetings prior to the scheduled board of review for their city or town. The Saturday meet-
ing dates must be contained on the notice' of valuation of real property under section
273.121.

. The board shall meet at the office of the clerk to review the assessment and classifi-
cation of property in the town or city. No changes in valuation or classification which are
intended to correct errors in judgment by the county assessor may be made by the county
assessor after the board of review or the county board of equalization has adjourned in
those cities or towns that hold a local board of review; however, corrections of errors that
are merely clerical in nature or changes that extend homestead treatment to property are
permitted after adjournment until the tax extension date for that assessment year. The
changes must be fully documented and maintained in the assessor’s office and must be
available for review by any person. A copy of the changes made during this period in
those cities or towns that hold a local board of review must be sent to the county board no

- Tater than December 31 of the assessment year.

(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 asséssor. 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 propetty, and each article, parcel, or
class of personal property, is entered on the assessment list at its market value. No assess-
ment of the property of any petson may be raised unless the person has been duly notified
of the intent of the board to do so. 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 Jower the aggregate as-
sessments made by the county assessor by more than one percent, none of the adjust-
ments 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 assess-
ment 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 proper-
ty 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) Exceptas provided in subdivision 3, if a person fails to appear in person, by coun-
sel, or by written communication before the board after being duly notified of the board’s
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intent to raise the assessment of the property, or if a person feeling aggrieved by an assess-
ment 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 assess-
ment 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 meet-
ing.

(£) The board of review or the board of equalization must complete its work and ad-
journ 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 by the county board of equalization. A nonresi-
dent 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 pres-
ented to the board of review at its meeting by the county assessor for its consideration.

Subd. 2. SPECIAL BOARD; DUTIES DELEGATED. The governing body of a
city, including a city whose charter provides for a board of equalization, may appoint a
special board of review. The city may delegate to the special board of review all of the
powers and duties in subdivision 1. The special board of review shall serve at the direc-
tion and discretion of the appointing body, subject to the restrictions imposed by law. The
appointing body shall determine the number of members of the board, the compensation
and expenses to be paid, and the term of office of each member. At least one member of
the special board of review must be an appraiser, realtor, or other person familiar with
property valuations in the assessment district.

Subd, 3. LOCAL BOARD DUTIES TRANSFERRED TO COUNTY, The town
board of any town or the governing body of any home rule charter or statutory city may
transfer its powers and duties under subdivision 1 to the county board, and no longer per-
form the function of a local board. Before the town board of the governing body of a city
transfers the powers and duties to the county board, the town board or Gity’s governing
body shall give public notice of fhe meeting at which the proposal for transfer is fo be
considered. The public notice shall follow the procedure contained In section 471,705,
subdivision Ic, paragraph (b). A transfer of dufies as permitted under this subdivision
must be communicated to the county assessor, In writing, before December 1 of any year
to be effecfive for the following year’s assessment. This transfer of duties to the county
may cither be permanent or for a specified number of years, provided that the transfer
cannot be for less than three years. Its length must be stated in wrifing, A town or city may
renew its option to transfer. The option to transfer duties under this subdivision_§ @ty

available to a fown or city whosé assessment is done by the county.

Sec. 24. Minnesota Statutes 1996, section 274.13, is amended by adding a subdivi-
sion to read:

Subd. 1b. ASSESSMENT CHANGES. No changes in valuation or classification
that are intended to correct errors in judgment by the county assessor may be made by the
county assessor after the county board of equalization has adjourned; however, correc-
tions of errors that are merely clerical in nature or changes that extend homestead freal-
ment to property are permitted after adjournment until the tax extension date for that as-
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Sec. 25. Minnesota Statutes i996, section 274.13, is amended by adding a subdivi-
sion to read:

Subd. 1c. ALTERNATIVE REVIEW OPTION. The county shall notify taxpay-
ers whose fown or city elected to transfer its powers and duties under section 274.01 to the
county. Prior to the time of the county board of equalization, the county shall make avail-

able to those taxpayers a procedure for a review of its assessments, including, but not lim-
ited to, open book meetings. This alternative review process shall take place in April and

May. -
Sec. 26. Minnesota Statutes 1996, section 281.13, is amended to read:

281.13 NOTICE OF EXPIRATION OF REDEMPTION.

Every person holding a tax certificate after expiration of three years, or the redemp-
tion period specified in section 281.17 if shorter, after the date of the tax sale under which
the same was issued, may present such certificate to the county auditor; and thereupon the
auditor shall prepare, under the auditor’s hand and official seal, a notice, directed to the
person or persons in whose name such lands are assessed, specifying the description
thereof, the amount for which the same was sold, the amount required to redeem the
same, exclusive of the costs to accrue upon such notice, and the time when the redemp-
tion period will expire. If, at the time when any tax certificate is so presented, such lands
are assessed in the name of the holder of the certificate, such notice shall be directed also
to the person or persons in whose name title in fee of such land appears of record in the
office of the county recorder. The auditor shall deliver such notice to the party applying
therefor, who shall deliver it to the sheriff of the proper county or any other person not less
than 18 years of age for service. Within 20 days after receiving it, the sheriff or other per-
son serving the notice shall serve such notice upon the persons to whom it is directed, if to
be found in the shesifE’s county, in the manner prescribed for serving a summons in a civil
action; if not so found, then upon the person in possession of the land, and make return
thereof to the auditor. In the case of land held in joint tenancy the notice shall be served
upon each joint tenant. If one or more of the persons to whom the notice is directed cannot
be found in the county, and there isno one in possession of the land, of each of which facts
the return of the sheriff or other person serving the notice so specifying shall be prima
facie evidence, service shall be made upon those persons that can be found and service
shall also be made by two weeks’ published notice, proof of which publication shall be
filed with the auditor.

‘When the records in the office of the county recorder show that any lot or tract of
land is encumbered by an unsatisfied mortgage or other lien, and show the post office
address of the mortgagee or lienee, or if the same has been assigned, the post office ad-
dress of the assignee, the person holding such tax certificate shall serve a copy of such
notice upon such mortgagee, lienee, or assignee by certified mail addressed to such mort-
gagee, lienee, or assignee at the post office address of the mortgagee, lienee, or assignee
as disclosed by the records in the office of the county recorder, at least 60 days prior to the
time when the redemption period will expire.

The notice herein provided for shall be sufficient if substantially in the following
form:

New language is indicated by underline, deletions by strikeout:

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2443 LAWS of MINNESOTA for 1997 Ch. 231, Art. 2

“NOTICE OF EXPIRATION OF REDEMPTION

Office of the County Auditor

County of ..ooovvreervrnnns » State of Minnesota.

You are hereby notified that the following described piece or parcel of land, situated
in the county of ....merreerensenne , and State of Minnesota, and known and described as fol-
LOWS! coveiins ettt sttt sssieseoes esseneees , is now assessed in your name;
that on the ...ccvvcerirnnnn, v day of May, wvvicornnninnen,s , at the sale of land pursuant to the
real estate tax judgment, duly given and made in and by the district court in and for said
county of w.evveecinrrernnnns e 5 O HDE weieerenreeseeren s day of March, .............. )
in proceedings to enforce the payment of taxes delinquent upon real estate for the year
.............. for said cOunty of .......ceur ceverecerersernnennnns, the above described piece or parcel of
land was sold for the sum of §............. » and the amount required to redeem such piece or
parcel of land from such sale, exclusive of the cost to accrue upon this notice, is the sum of
Bervrrerrrens , and interest at the rate of ... percent per annum from said
.................... vessenne GAY Of wooritriierriininsy cevisinieneenenny 10 the day such redemption is
made, and that the tax certificate has been presented to me by the holder thereof, and the
time for redemption of such piece or parcel of land from such sale will expire 60 days
after the service of this notice and proof thereof has been filed in my office.

.................

(OFFICIAL SEAL)
County Auditor of
...................... County, Minnesota,”

Sec. 27. Minnesota Statutes 1996, section 281.23, is amended by adding a subdivi-
sion to read:

Subd. 5a. DEFINITION. In this section, “occupied parcel” means a parcel contain-
ing a structure subject to property taxation.

Sec. 28. Minnesota Statutes 1996, section 281.23, subdivision 6, is amended to read:

- Subd. 6. SERVICE BY SHERIFE OF NOTICE. (a) Forthwith after the com-
mencement of such publication or mailing the county auditor shall deliver to the sheriff of
the county or any other person not Iess than 18 years of age a sufficient number of copies
of such notice of expiration of redemiption for service upon the persons in possession of
all parcels of such land as are actually occupied and documentation if the certified mail
notice was returned as undeliverable or the nofice was not mailed 10 the address
associated with the property. Within 30 days after receipt thereof, the sheriff or other per-
son setving the notice shall make such investigation as may be necessary to ascertain
whether or not the parcels covered by such notice are actually occupied o not parcels,
and shall serve a copy of such notice of expiration of redemption upon the person in pos-
session of each parcel found to be se an occupied parcel, in the manner prescribed for
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serving summons in a civil action. The sheriff or other person serving the notice shall
make prompt return to the auditor as to all notices so served and as to ail parcels found
vacant and unoccupied. Such return shall be made upon a copy of such notice and shall be
prima facie evidence of the facts therein stated.

Unlessaempensaﬁeafe;suehse@eesisethemisepreﬁdedbylawlﬂhe notice is
served by the sheriff, the sheriff shall receive from the county, in addition to other com-
pensation prescribed by law, such fees and mileage for service on persons in possession
as are preseribed by law for such service in other cases, and shall also receive such com-
pensation for making investigation and return as to vacant and unoccupied lands as the
county board may fix, subject to appeal to the district court as in case of other claims
against the county. As to either service upon persons in possession or return as to vacant
Jands, the sheriff shall charge mileage only for one trip if the occupants of more than two
tracts are served simultaneously, and in such case mileage shall be prorated and charged
equitably against all such owners.

(b) The secretary of state shall receive sheriff’s service for all out—of-—state interests.

Sec. 29. Minnesota Statutes 1996, section 281.273, is amended to read:

281.273 EXPIRATION OF TIME OF REDEMPTION ON LANDS OWNED
BY PERSONS IN MILITARY SERVICE.

‘When a county sheriff or other person serves notice of expiration of the time for re-
demption of any parcel of real property from delinquent taxes upon any occupant of the
real property, the sheriff or other person shall inquire of the occupant and otherwise as the
sheriff or other person may deem proper whether the real property was owned and occu-
pied for dwelling, professional, business or agricultural purposes by a person in the mili-
tary service of the United States as defined in the Soldiers’ and Sailors’ Civil Relief Act of
1940, as amended, or the person’s dependents at the commencement of the period of mili-
tary service. On finding that the real property is so owned, the sheriff or other person shall
make a certificate to the county auditor, setting forth the description of the property, the
name of the owner, the particulars of the owner’s military service so far as ascertained or
claimed, and the names and addresses of the persons of whom the sheriff or other person
made inquiry. The certificate shall be filed with the county auditor and shall be prima fa-
cie evidence of the facts stated. If the real property described in the certificate becomes
forfeited to the state, it shall be withheld from sale or conveyance as tax—forfeited proper-
ty in accordance with and subject to the provisions of the Soldiers’ and Sailors’ Civil Re-
Iief Act of 1940, as amended, except that the requirement in United States Code, title 50,
section 560, that the property be occupied by the dependent or employee of the person in
military service does not apply. The period of withholding from sale or conveyance shall
be no longer than is required by that act. If upon further investigation the sheriff or other
person finds at any time that the certificate is erroneous in any particular, the sheriff or
other person shall file a supplemental certificate referring to the matter in error and stat-
ing the facts as found. The supplemental certificate shall be prima facie evidence of the
facts stated, and shall supersede any prior certificate so far as in conflict therewith. If it
appears from the supplemental certificate that the owner of the real property affected is
not entitled to have the same withheld from sale under the Soldiers’ and Sailors’ Civil
Relief Act of 1940, as amended, the property shall not be withheld from sale further under

this section.
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Sec. 30. Minnesota Statutes 1996, section 281.276, is amended to read:
281.276 RETURN OE SHERIEE MUST SHOW MILITARY SERVICE.

Unless a sheriff’s certificate showing military service is filed as required by section
281.273, it shall be presumed that the owner of the property described in the notice of
expiration of the time for redemption from delinquent taxes is not in such service. The
filing of the sheriff’s certificate provided for in section 281.273 shall not affect the forfei-
ture of the real property described in such notice of the expiration of the time for redemp-
tion from delinquent taxes or their proceedings relating thereto except as expressly herein
provided.

Sec. 31. Minnesota Statutes 1996, section 373.40, subdivision 7 ,is amended to read:

Subd. 7. REPEALIR. This section is repealed effective for bonds issued after July
1, 1998 2003, but continues to apply to bonds issued before that date.

Sec. 32. Minnesota Statutes 1996, section 375.192, subdivision 2, is amended fo
read:

Subd. 2. PROCEDURE, CONDITIONS. Upon written application by the owner
of any property, the county board may grant the reduction or abatement of estimated mar-
ket valuation or taxes and of any costs, penalties, or interest on them as the board deems
just and equitable and order the refund in whole or part of any taxes, costs, penalties, or
interest which have been erroneously or unjustly paid. Except as provided in sections
469.1812 to 469.1815, no reduction or abatement may bé granted on the basis of provid-
ing an Incentive for economic development or redevelopment. Except as provided in
section 375.194, the county board is authorized to consider and grant reductions or abate-
ments on applications only as they relate to taxes payable in the current year and the two
prior years; provided that reductions or abatements for the two prior years shall be con-
sidered or granted only for (i) clerical errors, or (i) when the taxpayer fails to file for a
reduction or an adjustment due to hardship, as determined by the county board. The ap-
plication must include the social security number of the applicant. The social security
number is private data on individuals as defined by section 13.02, subdivision 12. All ap-
plications must be approved by the county assessor, or, if the property is located in a city
of the first or second class having a city assessor, by the city assessor, and by the county
auditor before consideration by the county board, except that the part of the application
which is for the abatement of penalty or interest must be approved by the county treasurer
and county auditor. Approval by the county or city assessor is not required for abatements
of penalty or interest. No reduction, abatement, or refund of any special assessments
made or levied by any municipality for local improvements shall be made unless it is also
approved by the board of review or similar taxing authority of the municipality. Before
taking action on any reduction or abatement where the reduction of taxes, costs, penal-
ties, and interest exceed $10,000, the county board shall give 20 days’ notice to the school
board and the municipality in which the property is located. The notice must describe the
property involved, the actual amount of the reduction being sought, and the reason for the
reduction. If the school board or the municipality object to the granting of the reduction or
abatement, the county board must refer the abatement or reduction to the commissioner
of revenue with its recommendation. The commissioner shall consider the abatement or
reduction under section 270.07, subdivision 1.
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An appeal may not be taken to the tax court from any order of the county board made
in the exercise of the discretionary authority granted in this section.

The county auditor shall notify the commissioner of revenue of all abatements re-
sulting from the erroneous classification of real property, for tax purposes, as nonhome-
stead property. For the abatements relating to the current year’s tax processed through
June 30, the auditor shall notify the commissioner on or before July 31 of that same year
of all abatement applications granted. For the abatements relating to the current year’s tax
processed after June 30 through the balance of the year, the auditor shall notify the com-
missioner on or before the following January 31 of all applications granted. The county
auditor shall submit a form containing the social security number of the applicant and
such other information the commissioner prescribes.

Sec. 33. Minnesota Statutes 1996, section 465.71, is amended to read:

465.71 INSTALLMENT AND LEASE PURCHASES; CITIES; COUNTIES;
SCHOOL DISTRICTS.

A home rule charter city, statutory city, county, town, or school district may pur-
chase personal property under an installment contract, or lease real or personal property
with an option to purchase under a lease—purchase agreement, by which contract or
agreement title is retained by the seller or vendor or assigned to a third party as security
for the purchase price, including interest, if any, but such purchases are subject to statuto-
ry and charter provisions applicable to the purchase of real or personal property. For pur-
poses of the bid requirements contained in section 471.345, “the amount of the contract”
shall include the total of all lease payments for the entire term of the lease under a lease—
purchase agreement. The obligation created by a lease—purchase agreement for personal
property or a lease—purchase agreement for real property if the amount of the contract for
purchase of the real property is Iess than $1,000,000 shall not be included in the calcula-
tion of net debt for purposes of section 475.53, and shall not constitutc debt under any
other statutory provision. No election shall be required in connection with the execution
of a lease—purchase agreement authorized by this section. The city, county, town, or
school district must have the right to terminate a lease— purchase agreement at the end of

any fiscal year during its term.
Sec. 34. Minnesota Statutes 1996, section 465.81, subdivision 1, is amended to read:
Subdivision 1. SCOPE. Sections 465.81 to 465.87 establish procedures to be used
by counties, cities, or towns that adopt by resolution an agreement providing a plan to
provide combined services during an initial cooperation period that may not exceed two
years and then:

(1) to merge into a.single unit of government over the succeeding two—-year period;

or

(2) to agree to apportion the entire area of at least one local government unit between
or among two or more local government units contiguous to the unit to be apportioned,

resulting in the elimination of at least one local government unit over the succeeding two
years.
Sec. 35. Minnesota Statutes 1996, section 465.81, subdivision 3, is amended to read:

Subd. 3. COMBINATION REQUIREMENTS. Counties may combine with one
or more other counties. Cities may combine with one or more other cities or with one or

New language is indicated by underline, deletions by strikeout:

Copyright © 1997 by the Office of the Revisor of Statutes, State of Mi nnesota. All Ri ghts Reserved.




2447 LAWS of MINNESOTA for 1997 Ch, 231, Art. 2

more towns. Towns may combine with one or more other towns or with one or more ci-
ties. Units that combine must be contiguous. A county, through the adoption of aresolu-
tion by all county boards that are affected by the combination, may apportion its territory

between or among two or more counties contiguous to the county that is to be appor-

- tioned. A city, through the adopfion of a resolution by all city councils that are affected by
the combination, may apportion its fettitory between or among two of more Cities contig-
uous to the city that is to be apportioned. A township, through the adoption of a resolution
by all town boards or city councils that are affected by the combination, may apportion its
territory between or among two or more townships or cities contiguous to the township

that is to be apportioned.

Sec. 36, Minnesota Statutes 1996, section 465.82, subdivision 1,is amended to read:

Subdivision 1. ADOPTION AND STATE AGENCY REVIEW. Each governing
body that proposes to cembine take part in a combination under sections 465.81 to 465.87
must adept by resolution adopt a plan for cooperation and combination. The plan must
address each item in this section. The plan must be specific for any item that will occur
within three years and may be general or set forth alternative proposals for an item that
will occur more than three years in the future, The plan must be submitted to the board of
government innovation and cooperation for review and comment. For a metropolitan
area local government unit, the plan must also be submitted to the metropolitan council
for review and comment. The council may point out any resources or technical assistance
it may be able to provide a governing body submitting a plan under this subdivision. Sig-
nificant modifications and specific resolutions of items must be submitted to the board
and council, if appropriate, for review and comment. In the official newspaper of each
local government unit prepesed for proposing to take part in the combination, the gov-
erning body must shall publish at least a summary of the adopted plans, each significant
modification and resolution of items, and, if appropriate, the resulis of each board and

Sec. 37. Minnesota Statutes 1996, section 465 .82, subdivision 2, is amended to read:
Subd. 2. CONTENTS OF PLAN. The plan must state:

(1) the specific cooperative activities the units will engage in during the first two
years of the venture;

(2) the steps to be taken to effect the merger of the governmental units, with comple-
tion no later than four years after the process begins;

(3) the steps by which a single governing body will be created or, when the entire
territory of a unit will be apportioned between or among two Or more units contiguous, to

the unit that is to be apportioned, the steps to be taken by the governing bodies of the re-

maining units to provide for representation of the residents of the apportioned unit;

(4) changes in services provided, facilities used, and administrative operations and
staffing required to effect the preliminary cooperative activities and the final merger, and
a two—, five~, and ten—year projection of expenditures for each unit if it combined and if it
remained separate;
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(5) treatment of employees of the merging governmental units, specifically includ-
ing provisions for reassigning employees, dealing with uniens exclusive representatives,
and providing financial incentives to encourage early retirements;

(6) financial arrangements for the merger, specifically including responsibility for
debt service on outstanding obligations of the merging entities units;

(7) one— and two—year impact analysis analyses, prepared by the granting state
agency at the request of the local government unit, of major state aid revenues received
for each unit if it combined and if it remained separate- This would alse inelude, including
an impact analysis, prepared by the department of revenue, of any property tax revenue
implications; if any; associated with tax increment financing districts and fiscal dispari-
ties under chapter 276A or 473F resulting from the merger;

(8) procedures for a referendum to be held before the proposed combination to ap-
prove combining the local government units, specifically stating whether a majority of
those voting in each district proposed for combination or a majority of those voting on the
question in the entire area proposed for combination would be is needed to pass the refer-

endum; and
(9) a time schedule for implementation.

Notwithstanding clause (3) or any other law to the contrary, all current members of
the governing bodies of the local gevernmental government units that propose to com-
bine under sections 465.81 to 465.88 may serve on the initial governing body of the com-
bined unit until a gradual reduction in membership is achieved by foregoing election of
new members when terms expire until the number permitted by other law is reached.

Sec. 38. Minnesota Statutes 1996, section 465.82, is amended by adding a subdivi-
sion to read:

Subd. 3. INTERIM GOVERNING BODY. The plan for cooperation and com-
bination adopted in accordance with subdivision 1 may establish an interim governing
body to act on behaif of the new local government unit before the effective date of the

combination, If established, the interim governing body must consist of at least a major-

ity of the elected officials from each local government unit taking part in the combination.
If the plan establishes an interim governing body, the governing body of each unit taking

partin the combination shall appoint iis representatives to serve on the interim governing
body. An interim governing body may nof fake any official action on behalf of the new
Tocal government unit before approval of the combination through the referendum re-
quired by section 465.84. After approval of the combination through the referendum, and
before the effective date of the Combination, an interim governing body may exercise all

statutory authority of the governing body of the new local government unit, including _th—_e
authority to enter into contracts and adopt policies and local ordinances.

Sec. 39. Minnesota Statutes 1996, section 465.87, subdivision 1a, is amended to
read:

Subd. 1a. ADDITIONAL ELIGIBILITY. A local government unit is eligible to
apply for aid under this section if it has combined with another unit of government in ac-
cordance with any process within chapter 414 that results in the elimination of at least one
local government unit and a copy of the municipal board’s order or orders combining the
swo units of government is forwarded to the board. If the municipal board issues two or
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more orders within 30 days for the annexation of the area of an entire township by two or
more cities contiguous to the township, the cities subject to the board’s order are eligible
to receive pro rata shares, on the basis of their populations, of the total amount of coopera-
tion and combination aid all participating units of government would be eligible to re-
ceive under subdivision 2. If two units of government cooperate in fhe orderly annex-
ation of the entire area of a third unit of government which has a population of at least
8,000 people, the two units of government are each eligible for the amount of aid speci-

fied in subdivision 2.
Sec. 40. Minnesota Statutes 1996, section 465.87, subdivision 2,is amended toread:

Subd. 2. AMOUNT OF AID. The annual amount of aid to be paid to each eligible
local government unit may not exceed the following per capita amounts, based on the
combined population of the units, as estimated by the state demographer, or $100,000,
whichever is less.

Combined Population Aid
after Combination Per Capita
0 - 2500 $25
2,500 — 5,000 20
5,000 — 20,000 15
over 20,000 10

If two or more units are eligible for a single award under this subdivision, the award must
be divided among the unifs in pro rata shares based on Gach Unir’s population. Payments
must be made on the dates provided for payments of local government aid ander section
477A.013, beginning in the year during which substantial cooperative activities under
the plan initially occur, unless those activities begin after July 1, in which case the initial
aid payment must be made in the following calendar year. Payments to a local govern-
ment unit that qualifies for aid under subdivision 1a must be made on the dates provided
for payments of local government aids under section 477A.013, beginning in the calen-
dar year during which a combination in any form is expected to be ordered by the Minne-
sota municipal board as evidenced in a resolution adopted by July 1 by the affected local
government units declaring their intent to combine. The resolutions must certify that the
combination agreement addressing all issues relative to the combination is substantially
complete. The total amount of aid paid may not exceed the amount appropriated to the
board for purposes of this section.

Sec. 41. Minnesota Statutes 1996, section 465.88, is amended to read:
465.88 PLANNING AID FOR CONSOLIDATION STUDIES.

Two or more local units of government with a combined population of 2,500 30,000
or less based on the most recent decennial census may apply to the board for aid to assist
in the study of a possible consolidation or combination, To be eligible for receipt of aid
under this section, the we local units of government must be subject to a municipal board
metien proceeding to form a consolidation commission under section 414.041, subdivi-
sion 2, or the governing bodies of the local units of government must have approved a
resolution expressing their intent to develop and submit a combination plan for consider-
ation by the board. The application must be on a form prescribed by the board and must
provide a proposed budget detailing how the requested aid shall is to be used. The gov-
erning bodies of the local units of government must shall also approve resolutions.certi-
fying that the requested aid is essential for paying a portion of the costs associated with
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the consolidation or combination study. The board may grant up to $10,000 in aid for

each application received. Two or more local government units with a combined popula-

tion of at least 2,500 but not greater than 30,000, based on the most recent decennial cen- 1
Sus, must agree to provide at least $1 for the study of a possible consolidation or combina-
tion for each dollar of aid granted by the board under this section.

Sec. 42. Minnesota Statutes 1996, section 469.012, subdivision 1, is amended to
read:

Subdivision 1. SCHEDULE OF POWERS. An authority shall be a public body
corporate and politic and shall have all the powers necessary ot convenient to carry out
the purposes of sections 469.001 to 469.047, except that the power to levy and collect
taxes or special assessments is limited to the power provided in sections 469.027 to
469.033. Its powers include the following powers in addition to others granted in sections
469.001 to 469.047:

(1) to sue and be sued; to have a seal, which shall be judicially noticed, and to alter i; .
to have perpetual succession; and to make, amend, and 1epeal rules consistent with sec-
tions 469.001 to 469.047;

(2) to employ an executive director, technical experts, and officers, agents, and em-
ployees, permanent and temporary, that it requires, and determine their qualifications,
duties, and compensation; for legal services it requires, to call upon the chief law officer
of the city or to employ its own counsel and legal staff; so far as practicable, to use the
services of local public bodies in its area of operation, provided that those local public
bodies, if requested, shall make the services available;

(3) to delegate to one or more of its agents or employees the powers or duties it
deems proper;

(4) within its area of operation, to undertake, prepare, carry out, and operate projects
and to provide for the construction, reconstruction, improvement, extension, alteration,
or repair of any project or part thereof;

(5) subject to the provisions of section 469.026, to give, sell, transfer, convey, or
otherwise dispose of real or personal property or any interest therein and to execute
leases, deeds, conveyances, negotiable instruments, purchase agreements, and other
contracts or instruments, and take action that is necessary or convenient to carry out the

purposes of these sections;

(6) within its area of operation, to acquire real or personal property or any interest
therein by gifts, grant, purchase, exchange, lease, transfer, bequest, devise, or otherwise,
and by the exercise of the power of eminent domain, in the manner provided by chapter
117, to acquire real property which it may deem necessary for its purposes, after the adop-
tion by it of a resolution declaring that the acquisition of the real property is necessary to
eliminate one or more of the conditions found to exist in the resolution adopted pursuant
to section 469.003 or to provide decent, safe, and sanitary housing for persons of low and
moderate income, or is necessary to carry out a redevelopment project. Real property
needed or convenient for a project may be acquired by the authority for the project by
condemnation pursuant to this section, This includes any property devoted to a public
use, whether or not held in trust, notwithstanding that the property may have been pre-
viously acquired by condemnation or is owned by a public utility corporation, because
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the public use in conformity with the provisions of sections 469.001 to 469.047 shall be
deemed a superior public use. Property devoted to a public use may be so acquired only if
the governing body of the municipality has approved its acquisition by the authority. An
award of compensation shall not be increased by reason of any increase in the value of the
real property caused by the assembly, clearance or reconstruction, or proposed assembly,
clearance or reconstruction for the purposes of sections 469.001 to 469.047 of the real
property in an area;

(7) within its area of operation, and without the adoption of an urban renewal plan, to
acquire, by all means as set forth in clause (6) but without the adoption of a resolution
provided for in clause (6), real property, and to demolish, remove, rehabilitate, or recon-
struct the buildings and improvements or construct new buildings and improvements
thereon, or to so provide through other means as set forth in Laws 1974, chapter 228, or to
grade, fill, and construct foundations or otherwise prepare the site for improvements. The
authority may dispose of the property pursuant to section 469.029, provided that the pro-
visions of section 469.029 requiring conformance to an urban renewal plan shall not ap-
ply. The authority may finance these activities by means of the redevelopment project
fund or by means of tax increments or tax increment bonds or by the methods of financing
provided for in section 469.033 or by means of contributions from the municipality pro-
vided for in section 469.041, clause (9), or by any combination of those means. Real
property with buildings or improvements thereon shall only be acquired under this clause
when the buildings or improvements are substandard. The exercise of the power of emi-
nent domain under this clause shall be limited to real property which contains, or has con-
tained within the three years immediately preceding the exercise of the power of eminent
domain and is currently vacant, buildings and improvements which are vacated and sub-
standard. Notwithstanding the prior sentence, in cities of the first class the exercise of the
power of eminent domain under this clause shall be limited to real property which con-
tains, or has contained within the three years immediately preceding the exercise of the
power of eminent domain, buildings and improvements which are substandard. For the
purpose of this clause, substandard buildings or improvements mean hazardous build-
ings as defined in section 463,15, subdivision 3, or buildings or improvements that are
dilapidated or obsolescent, faultily designed, lack adequate ventilation, light, or sanitary
facilities, or any combination of these or other factors that are detrimental to the safety or
health of the community;

(8) within its area of operation, to determine the level of income constituting low or
moderate family income. The authority may establish various income levels for various
family sizes. In making its determination, the authority may consider income levels that
may be established by the Department of Housing and Urban Development or a similar or
successor federal agency for the purpose of federal loan guarantees or subsidies for per-
sons of low or moderate income. The authority may use that determination as a basis for
the maximum amount of income for admissions to housing development projects or
housing projects owned or operated by it;

(9) to provide in federally assisted projects any relocation payments and assistance
necessary to comply with the requirements of the Federal Uniform Relocation Assistance
and Real Property Acquisition Policies Act of 1970, and any amendments or supple-
ments thereto;

(10) to make an agreement with the governing body or bodies creating the authority
which provides exemption from all ad valorem real and personal property taxes levied or
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sions as provided in seetion 469-040 body or bodies creating the authority. The governing
body shall agree on behalf of all the applicable governing bodies affected that local coop-
eration as required by the federal government shall be provided by the local governing
body or bodies in whose jurisdiction the project is to be located, at no cost or at no greater
cost than the same public services and facilities furnished to other residents;

(11) to cooperate with or act as agent for the federal government, the state or any
state public body, or any agency or instrumentality of the foregoing, in carrying out any of
the provisions of sections 469.001 to 469.047 or of any other related federal, state, or lo-
cal legislation; and upon the consent of the governing body of the city to purchase, lease,
manage, or otherwise take over any housing project already owned and operated by the
federal government;

(12) to make plans for carrying out a program of voluntary repair and rehabilitation
of buildings and improvements, and plans for the enforcement of laws, codes, and regula-
tions relating to the use of land and the use and occupancy of buildings and improve-
ments, and to the compulsory repair, rehabilitation, demolition, or removal of buildings
and improvements. The authority may develop, test, and report methods and techniques,
and carry out demonstrations and other activities for the prevention and elimination of

slums and blight;

(13) to borrow money or othet property and accept contributions, grants, gifts, ser-
vices, or other assistance from the federal government, the state government, state public
bodies, or from any other public or private sources;

(14) to include in any contract for financial assistance with the federal government
any conditions that the federal government may attach to its financial aid of a project, not
inconsistent with purposes of sections 469.001 to 469.047, including obligating itself
(which obligation shall be specifically enforceable and not constitute a mortgage, not-
withstanding any other laws) to convey to the federal government the projectto which the
contract relates upon the occurrence of a substantial default with respect to the covenants
or conditions to which the authority is subject; to provide in the contract that, in case of
such conveyance, the federal government may complete, operate, manage, lease, con-

. vey, or otherwise deal with the project until the defaults are cured if the federal govern-
ment agrees in the contract to reconvey to the authority the project as then constituted
when the defaults have been cured;

(15) to issue bonds for any of its corporate purposes and to secure the bonds by mort~
gages upon property held or to be held by it or by pledge of its revenues, including grants
or contributions;

(16) to invest any funds held in reserves or sinking funds, or any funds not required
for immediate disbursement, in property or securities in which savings banks may legally
invest funds subject to their control or in the manner and subject to the conditions pro-
vided in section 118A.04 for the deposit and investment of public funds;

(17) within its area of operation, to determine where blight exists or where there is
unsafe, unsanitary, or overcrowded housing;

(18) to carry out studies of the housing and redevelopment needs within its area of
operation and of the meeting of those needs. This includes study of data on population
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and family groups and their distribution according to income groups, the amount and
quality of available housing and its distribution according to rentals and sales prices, em-
ployment, wages, desirable patterns for land use and community growth, and other fac-
tors affecting the Jocal housing and redevelopment needs and the meeting of those needs;
to make the results of those studies and analyses available to the public and to building,
housing, and supply industries;

has not produced a comprehensive or general community development plan, to make or
causc to be made a plan to be used as a guide in the more detailed planning of housing and
redevelopment areas;

(20) to lease or rent any dwellings, accommodations, lands, buildings, structures, or
facilities included in any project and, subject to the limitations contained in sections
469.001 to 469.047 with respect to the rental of dwellings in housing projects, to establish
and revise the rents or charges therefor;

(21) to own, hold, and improve real or personal property and to sell, lease, exchange,

(19) if a local public body does not have a planning agency or the planning agency
|
transfer, assign, pledge, or dispose of any real or personal property or any interest therein;

(22) to insure or provide for the insurance of any real or personal property or opera-
tions of the authority against any risks or hazards;

(23) to procure or agree to the procurement of government insurance or guarantees
of the payment of any bonds or parts thereof issued by an authority and to pay premiums
on the insurance;

(24) to make expenditures necessary to carry out the purposes of sections 469.001 to
469.047;

(25) to enter into an agreement or agreements with any state public body to provide
informational service and relocation assistance to families, individuals, business con-
cerns, and nonprofit organizations displaced or to be displaced by the activities of any
state public body;

(26) to compile and maintain a catalog of all vacant, open and undeveloped land, or
land which contains substandard buildings and improvements as that term is defined in
clause (7), that is owned or controlled by the authority or by the governing body within its
area of operation and to compile and maintain a catalog of ail authority owned real prop-
erty that is in excess of the foreseeable needs of the authority, in order to determine and
recommend if the real property compiled in either catalog is appropriate for disposal pur-
suant to the provisions of section 469.029, subdivisions 9 and 10;

(27) to recommend to the city concerning the enforcement of the applicable health,
housing, building, fire prevention, and housing maintenance code requirements as they
relate to residential dwelling structures that are being rehabilitated by low- or moderate—
income persons pursuant to section 469.029, subdivision 9, for the period of time neces-
sary to complete the rehabilitation, as determined by the authority;

(28) to recommend to the city the initiation of municipal powers, against certain real
properties, relating to repait, closing, condemnation, or demolition of unsafe, unsanitary,
hazardous, and unfit buildings, as provided in section 469.041, clause (5);
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(29) to sell, at private or public sale, at the price or prices determined by the author-
ity, any note, mortgage, lease, sublease, lease purchase, or other instrument or obligation
evidencing or securing a loan made for the purpose of economic development, job cre-
ation, redevelopment, or community revitalization by a public agency to a business, for—
profit or nonprofit organization, or an individual;

(30) within its area of operation, to acquire and sell real property that is benefited by
federal housing assistance payments, other rental subsidies, interest reduction payments,
or interest reduction contracts for the purpose of preserving the affordability of low—and
moderate~income multifamily housing;

(31) to apply for, enter into contracts with the federal government, administer, and
carry out a section 8 program. Authorization by the governing body creating the authority
to administer the program at the authority’s initial application is sufficient to authorize
operation of the program in its area of operation for which it was created without addi-
tional local governing body approval. Approval by the governing body or bodies creating
the authority constitutes approval of a housing program for purposes of any special or
general law requiring local approval of section 8 programs undertaken by city, county, or
multicounty authorities; and

(32) to secure a mortgage or loan for a rental housing project by obtaining the ap-
pointment of receivers or assignments of rents and profits under sections 559.17 and
576.01, except that the limitation relating to the minimum amounts of the original princi-
pal balances of mortgages specified in sections 559.17, subdivision 2, clause (2); and
576.01, subdivision 2, does not apply.

Sec. 43. Minnesota Statutes 1996, section 469.033, subdivision 6, is amended to
read:

Subd. 6. OPERATION AREA AS TAXING DISTRICT, SPECIAL TAX. All of
the territory included within the area of operation of any authority shall constitute a tax-
ing district for the purpose of levying and collecting special benefit taxes as provided in
this subdivision. All of the taxable propérty, both real and personal, within that taxing
district shall be deemed to be benefited by projects to the extent of the special taxes levied
under this subdivision. Subject to the consent by resolution of the governing body of the
city in and for which it was created, an authority may levy a tax upon all taxable property
within that taxing district. The tax shall be extended, spread, and included with and as a
part of the general taxes for state, county, and municipal purposes by the county auditor,
to be collected and enforced therewith, together with the penalty, interest, and costs. As
the tax, including any penalties, interest, and costs, is collected by the county treasurer it
shall be accumulated and kept in a separate fund to be known as the “housing and redevel-
opment project fund.” The money in the fund shall be turned over to the authority at the
same time and in the same manner that the tax collections for the city are turned over to
the city, and shall be expended only for the purposes of sections 469.001 to 469.047. It
shall be paid out upon vouchers signed by the chair of the authority or an authorized rep-
resentative. The amount of the levy shall be an amount approved by the governing body
of the city, but shall not exceed 0:0131 0.0144 percent of taxable market value. The au-
the;ﬁymaykwmaddiﬁenﬂlevy;mt%exeeed&@@l%pﬁeemeﬁaxablem&ﬂ@tm
wbemmmwﬁmmmmmm%
set forth in section 469,012, subdivision 1. The authority shall each year formulate and
file a budget in accordance with the budget procedure of the city in the same manner as
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required of executive departments of the city or, if no budgets are required to be filed, by
August 1. The amount of the tax levy for the following year shall be based on that budget.

Sec. 44, Minnesota Statutes 1996, section 469.040, subdivision 3, is amended to
read: .

Subd. 3. STATEMENT FILED WITH ASSESSOR; PERCENTAGE TAX ON
RENTALS, Notwithstanding the provisions of subdivision 1, after a housing project or a
housing development project carried on under sections 469.016 to 469.026 has become
occupied, in whole or in part, an authority shall file with the assessor, on or before April
15 of each year, a statement of the aggregate shelter rentals of that project collected dur-
ing the preceding calendar year. Unless a greater amount has been agreed upon between
the authority and the governing body or bodies for which the authority was created, in
whose jurisdiction the project is located, five percent of the aggregate shelter rentals shall
be charged to the authority as a service charge for the services and facilities to be fur-
nished with respect to that project. The service charge shall be collected from the author-
ity in the manner provided by law for the assessment and collection of taxes. The amount
so collected shall be distributed to the several taxing bodies in the same proportion as the
tax rate of cach bears to the total tax rate of those taxing bodies. The governing body or
bodies for which the authority has been created, in whose jurisdiction the project is lo-
cated, may agree with the authority for the payment of a service charge for a housing pro-
ject or a housing development project in an amount greater than five percent of the aggre-
gate annual shelter rentals of any project, upon the basis of shelter rentals or upon another
basis agreed upon. The service charge may not exceed the amount which would be pay-
able in taxes werte the property not exempt. If such an agreement is made, the service
charge so agreed upon shall be collected and distributed in the manner above provided. If
the project has become occupied, or if the land upon which the project is to be constructed
has been acquired, the agreement shall specify the location of the project for which the
agreement is made. “Shelter rental” means the total rentals of a housing project exclusive
of any charge for utilities and special services such as heat, water, electricity, gas, sewage
disposal, or garbage removal. “Service charge” means payment in lieu of taxes. The re-
cords of each heusing project shall be open to inspection by the proper assessing officer.

Sec. 45. [469.1812] DEFINITIONS.

Subdivision 1. SCOPE. For purposes of sections 469.1812 to 469.1815 , the follow-
ing terms have the meanings given.

Subd. 2, GOVERNING BODY. “Governing body” means, for a city, the city coun-
cil; for a school district, the school board; for a county, the county board; and for a town,

the annual meeting of the town.

Subd. 3. MUNICIPALITY. “Municipality” means a statutory or home rule charter

ciﬂ or a town.
Subd. 4. POLITICAL SUBDIVISION OR SUBDIVISION. “Political subdivi-

sion” or “subdivision” means a statutory or home rule charter city, town, school district,
or county.

Sec. 46. [469.1813] ABATEMENT AUTHORITY.

Subdivision 1. AUTHORITY. The governing body of a political subdivision may
grant an abatement of the taxes imposed by the political subdivision on a parcel of proper-
ty, If
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(a) it expects the benefits to the political subdivision of the proposed abatement
agreement to at least equal the costs to the political subdivision of the proposed agree-
ment; and

(1) increase or preserve tax base;

(2) provide employment opportunities in the political subdivision;

(©)] provide or help acquire or construct public facilities;

(4) help tedevelop or renew blighted areas; or
(5) help provide access to services for residents of the political subdivision.

Subd. 2. ABATEMENT RESOLUTION. The governing body of a political subdi-
vision may grant an abatement only by adopting an abatement resolution, specifying the
terms of the abatement. The resolution must also include a specific statement as to the

nature and extent of the public benefits which the governing body expects to result from
the agreement. The abatement may reduce all or part of the property tax levied by the

political subdivision on the parcel. The political subdivision may limit the abatement:

(1) to a specific dollar amount per year or in total;

(2) to the increase in property taxes resulting from improvement of the property;

(3) to the increases in property taxes resulting from increases in the market value or
tax capacity of the property; ot

(4) in any other manner the governing body of the subdivision determines is ap-
propriate.

The political subdivision may not abate tax attributable to the value of the land or the
areawide tax under chapter 276A or 473F.

Subd. 3. SCHOOL DISTRICT ABATEMENT PROCEDURE. Notwithstand-
ing the amounts in subdivision 2, a school district that grants an abatement under this sec-
tion must [imit the abatement for any property to not more than an amount equal to the

product of: (1) the property’s net tax capacity, and (2) the difference between the district’s
total tax rate for that year and one—half of the general education tax rate for that year. An

levy under chapter 124.
Subd. 4. PROPERTY LOCATED IN TAX INCREMENT FINANCING DIS-

TRICTS. The governing body of a governmental subdivision may not enter into a prop-

erty tax abatement agreement under sections 469.1812 to 469.1815 if the property is lo-
cated in a tax increment financing district.

Subd. 5. NOTICE AND PUBLIC HEARING. (2) The governing body of the

political subdivision may approve an abatement under sections 469.1812 to 469.1815
only after holding a public hearing on the abatement.

(b) Notice of the hearing must be published in a newspaper of general circulation in
the political subdivision at least once more than ten days but less than 30 days before the
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hearing, The newspaper must be one of general interest and readership in the community,
and not one of limited subject matter. The newspaper must be published at least once per

week. The notice must indicate that the governing body will consider granting a property
tax abatement, identify the property or properties for which an abatementis under consid-
eration, and the total estimated amount of the abatement.

Subd. 6. DURATION LIMIT. (a) A political subdivision other than a school dis-
trict may grant an abatement for a period 1o longer than ten years. The subdivision may
specify in the abatement resolution a shorter duration, If the resolution does not specify a

(b) A school district may grant an abatement for only one year at a time. Once a
school district has authorized an abatement for a property, it may feauthorize the abato-
ment in any subsequent year for the next seven years, or nine years if provided in the orig-
inal abatement agreement. This prohibition docs not apply to improvements added after

and not subject to the original abatement agreement.

Subd. 7. REVIEW AND MODIFICATION OF ABATEMENTS. The political
subdivision may provide in the abatement resolution that the abatement may not be modi-
fied or changed during its term. If the abatement resoiution doos not provide that the

abatement may not be modified or changed, the governing body of the political subdivi-
sion may review and modify the abatement every second year after it was approved.

Subd. 8. LIMITATION ON ABATEMENTS. In any year, the total amount of
property taxes abated by a political subdivision under this section may not exceed (1) five
percent of the current levy, or (2) $100,000, whichever is greater,

Sec. 47. [469.1814] BONDING AUTHORITY.

Subdivision 1. AUTHORITY. A political subdivision may issue bonds or other ob-
ligations to provide an amount equal to the sum of the abatements granted for a property

under section 469.1813. The maximum principal amount of these bonds may not exceed
the estimated sum of the abatements for the property for the years authorized. The bonds
may be general obligations of the political subdivision if the governing body of the politi-
cal subdivision elects to pledge the full faith and credit of the subdivision in the tesolution

issuing the bonds.

Subd. 2. BOND CODE APPLIES. Chapter 475 applies to the obligations autho-
rized by this section, except bonds are excluded from the calculation of the net debt limit.

Subd. 3. MUNICIPAL ISSUE FOR COMBINED ABATEMENTS. If two or
more political subdivisions decide to grant abatements for the same property, the munici-
pality in which the property is Iocated may issue bonds to provide an amount equal to the

sum of the abafements for ¢ach of the jurisdictions that agrees. The governing body of
each of the other jurisdictions must guarantee and pledge to pay annually to the municj-
pality the amount of the abatement. This pledge and guarantee is a binding obligation of

the political subdivision and must be included in the abatement resolution.

Subd. 4. BONDED ABATEMENTS NOT SUBJECT TO REVIEW. Ifbonds are
issued to provide advance payment of abatements under this section, the amount of
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abatement is not subject to periodic review by the political subdivision under section
469.1813, subdivision 7.

Subd. 5. USE OF PROCEEDS. The proceeds of bonds issued under this section
may be used to (1) pay for public improvements that benefit the property, (2) to acquire

and convey land or other property, as provided under this section, (3) to reimburse the

property owner for the cost of improvements made to the property, or (4) fo pay the costs

of issuance of the bonds.
Sec. 48. [469.1815] ADMINISTRATIVE.

Subdivision 1. INCLUSION IN PROPOSED AND FINAL LEVIES. The politi-
cal subdivision must add to its levy amount for the current year under sections 275.065

and 275.07 fhe total estimated amount of all current year abatements granted. The tax

amounts shown on the proposed nofice under section 275.065, subdivision 3, and on the

property tax statement under section 276.04, subdivision 2, are the total amounts before

the reduction of any abatements that will be granted on the property.

Subd. 2. PROPERTY TAXES; ABATEMENT PAYMENT. The total property
taxes shall be levied on the property and shall be due and payable to the county at the

times provided under section 279.01. The political subdivision will pay the abatement{o

the property owner, lessee, or a representative of the bondholders, as provided by the
abatement resolution.

Sec. 49. Minnesota Statutes 1996, section 477A.011, subdivision 36, is amended to
read:

Subd. 36. CITY AID BASE. (a) Except as provided in paragraphs (b) and, (c), and
(d), “city aid base” means, for each city, the sum of the local government aid and equal-
ization aid it was originally certified to receive in calendar year 1993 under Minnesota
Statutes 1992, section 477A.013, subdivisions 3 and 5, and the amount of disparity re-
duction aid it received in calendar year 1993 under Minnesota Statutes 1992, section

273.1398, subdivision 3.

(b) For aids payable in 1996 and thereafter, a city that in 1992 or 1993 transferred an
amount from governmental funds to its sewer and water fund, which amount exceeded its
net levy for taxes payable in the year in which the transfer occurred, has a “city aid base”
equal to the sum of (i) its city aid base, as calculated under paragraph (a), and (ii) one-half
of the difference between its city aid distribution under section 47 7A.013, subdivision 9,
for aids payable in 1995 and its city aid base for aids payable in 1995.

(c) The city aid base for any city with a population less than 500 is increased by
$40,000 for aids payable in calendar year 1995 and thereafier, and the maximum amount
of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is also
increased by $40,000 for aids payable in calendar year 1995 only, provided that:

(i) the average total tax capacity rate for taxes payable in 1995 exceeds 200 percent;

(ii) the city portion of the tax capacity rate exceeds 100 percent; and
(iif) its city aid base is less than $60 per capita.
(d) The city aid base for a city is increased by $20,000 in 1998 and thereafter and the

maximum amount of total aid it may receive under section 477A.013, subdivision 9,

paragraph (c), is also increased by $20,000 in calendar year 1998 only, provided @gt_:_
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(ii) the city is located in a county, outside of the metropolitan area, which contains a
city of the first class;

(iii) the city’s net tax capacity used in calculating its 1996 aid under section
477A.013 is less than $400 per capita; and

Sec. 50. Laws 1992, chapter 511, article 2, section 52, is amended to read:
>Sec. 52. WATERSHED DISTRICT LEVIES.

(a) The Nine Mile Creek watershed district, the Riley-Purgatory Bluff Creek wa-
tershed district, the Minnehaha Creek watershed district, the Coon Creek watershed dis-
trict, and the Lower Minnesota River watershed district may levy in 1992 and thereafter a
tax not to exceed $200,000 on property within the district for the administrative fund. The
levy authorized under this section is in lieu of section 103D.905, subdivision 3. The ad-
ministrative fund shall be used for the purposes contained in Minnesota Statutes, section
103D.905, subdivision 3. The board of managers shall make the levy for the administra-
tive fund in accordance with Minnesota Statutes, section 103D.915.

(b) The Wild Rice watershed district may levy, for taxes payable in 1993, 1994,
1995, 1996, and 1997, 1998, 1999, 2000, 2001, and 2002, an ad valorem tax not to exceed
$200,000 on property within the district for the administrative fund. The additional
$75,000 above the amount authorized in Minnesota Statutes, section 103D.905, subdivi-
sion 3, must be used for costs incurred in connection with the development and mainte-
nance of cost-sharing projects with the United States Army Corps of Engineers. The
board of managers shall make the levy for the administrative fund in accordance with
Minnesota Statutes, section 103D.915.

Sec. 51. Laws 1997, chapter 75, section 2, is amended to read:
" Sec. 2. EFFECTIVE DATE; EXPIRATION.
Section 1 is effective May 2, 1997, and expires January 1, 1998,

Sec. 52. [273.11) [Subd. 19.] VALUATION EXCLUSION FOR IMPROVE-
MENTS TO CERTAIN BUSINESS PROPERTY. Property classified under Minneso-
ta Statutes, section 273.13, subdivision 24, which is eligible for the prefetred class rate on

the market value up to $150,000, shall qualify for a valuation exclusion for assessment

purposes, provided all of the following conditions are met:

(1) the building must be at least 50 years old at the time of the improvement or dara-

(2) the building must be located in a city or town with a population 0£10,000 or less
th_ag is located outside the seven—county metropolitan area, as defined in section 473.121,
subdivision 2;

(3) the total estimated market value of the land and buildings must be $100,000 or

less prior to the improvement and prior to the damage caused by the 1997 floods;
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(4) the current year’s estimated market value of the property must be equal to orless
than the property’s estimated market value in each of the two previous years’ assess-
ments;

(5) a building permit must have been issued prior to the commencement of the im- |
provement, or if the building is located in a city or town which does not have a building

permit process, the property owner must notify the assessor priot to the commencement
of the improvement;

(6) the property, including its improvements, has received no public assistance,
grants or financing;

(7) the property is not receiving a property tax abatement under section 469.1813;
and

(8) the improvements are made after the effective date of this act and prior to January
1, 1999.

The assessor shall estimate the market value of the building in the assessment year

immédiately following the year that (1) the building permit was taken out, or (2) the tax-

payer notified the assessor that an improvement was to be made. If the estimated market

value of the building has increased over the prior year's assessment, the assessor shall

1ot the amount of the increase on the property’s record, and that amount shall be sub-

fracted from the value of the property in each year for five years after the improvement

fas been made, at which fime an amount equal to 20 percent of the excluded value shallbe
added back in each of the five subsequent assessment years.

Forany property, there can be no more than two improvements qualifying for exclu-
sion under this subdivision. The maximum amount of value that can be excluded from
any property under this subdivision is $50,000.

The assessor shall require an application, including documentation of the age of the

building from the owner, if unknown by the assessor. Applications must be received prior
to July 1 of any year in order to be effective for taxes payable in the following year.

For purposes of this subdivision, “population” has the same meaning given in Min-
nesota Statutes, section 477A.011, subdivision 3.

Sec. 53. CITY OF DULUTH; REASSESSMENTS OF CANCELED SPECIAL
ASSESSMENTS.

Subdivision 1. AUTHORIZATION. Notwithstanding any law, city charter provi-

sion, or ordinance to the conirary, if a parcel of tax—forfeited land located in the city of
Duluth is returned fo private ownership and the parcel is benefited by an improvement for
which special assessments were canceled because of the forfeiture, the city council may,
upon notice and hearing as provided for in the original assessment, make a reassessment

or a new assessment as {0 the parce] in an amount equal to the amount remaining unpaid

Subd. 2. LOCAL APPROVAL REQUIRED. This section is effective upon ap-
proval by the governing body of the city of Duluth and compliance with Minnesota Stat-

utes, section 645.021, subdivision 3.
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Sec. 54. FLOODWOOD JOINT RECREATION BOARD TAX.

Subdivision 1. LEVY AUTHORIZATION. Each year, the Floodwood joint recre-
ation board may levy a tax not to exceed $25,000 on the value of property situated in the

territory of independent school district No. 698 in accordance with this section. Property
in territory in the school district may be made subject to the tax permitted by this section
by the agreement of the governing body or town board of the city or town where itis Jo-
cated. The agreement may be by resolution of a governing body or town board orbya
joint powers agreement pursuant to Minnesota Statutes, section 471.59. Ii levied, the tax
is in addifion to all other taxes on the property subject to it permitted to b levied for park
and recreation purposes by the cities and towns other than for the Support of the joint rec-

reation board, It shall be disregarded in the calculation of all other mill rate or per capita

tax levy limitations imposed by Jaw or charter upon them. A city or town may withdraw

its agreement to future taxes by notice to the recreation board and the county auditor un-
less provided otherwise by a joint powers agreement. The tax shall be collected by the

applicable county auditor and treasurer and paid directly to the Floodwood joint recre-
ation board, -

Subd. 2. LOCAL APPROVAL. This section is effective in the city of Floodwood,
the towns of Arrowhead, Fine Lakes, Floodwood, Falden, Van Buren, Cedar Valiey,
Praitie Lake, and Unorganized Township 52-21 in St. Louis county, and Unorganized
Township 52-22n Aitkin county the day after compliance with Minnesota Statutes, sec-
tion 645.021, subdivision 3, by the governing body of each. This section is effective for

each city, town, and unorganized township regardiess of the action of @ others.

Approval of this section is not agreement fo be subject to the tax permitted by it.

Agroement to the tax must be by separate action in accordance with subdivision 1.
Sec. 55. SAUK RIVER WATERSHED DISTRICT,

Subdivision 1. LEVY AUTHORIZATION. Notwithstanding Minnesota Statutes,
section 103D.905, subdivision 3, the Sauk River watershed district may levy up to
$150,000 for its administrative fund for taxes levied in 1997, payable in 1998,

Subd. 2. EFFECTIVE DATE. This section is effective the day following final en-
actment.

Sec. 56. VIRGINIA AREA AMBULANCE DISTRICT.

Subdivision 1. AGREEMENT; POWERS; GENERAL DESCRIPTION. (@
The cities of Virginia, Mountain Iron, and Gilbert, and the towns of Pike, Clinton, McDa-
vitt, Colvin, Sandy, Cherry, Ellsburg, Wouri, Lavell, Cotton, and Embarrass, may by res-
olution of their city councils and town boards establish the Virginia area ambulance dis-
trict,

(b) The St. Louis county board may by resolution provide that property located in

unorganized townships described in clauses (1) o (6) may be included within the district:

(1) Township 61 North, Range 17 West;

(2) Township 59 North, Ranges 16 and 18 West;

(3) Township §6_ North, Range 16 West;
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(O] Township 60 North, Range 18 West;
(5) Township 55 North, Range 15; and
(6) Township 57, Range 16.

(c) The district shall make payments of the proceeds of the tax authorized in this sec-
tion to the city of Virginia, which shall provide ambulance services throughout the dis-

irict and may exercise all the powers of the cities and towns that relate to ambulance ser-
vice anywhere within its territory.

(d) Any other contiguous town or home rule charter or statutory city may join the

district with the agreement of the cifies and towns that comprise the district at the time of

fo join the district may be taken by the city council or town

its application to join. Action
board of the city or town.

Subd. 2. BOARD. The district shall be governed by a board composed of one mem-
ber appointed by the city council or town board of each city and town in the district. A

district board member may, but js not required to, be a member of a city council or town

board. Except as provided in this section, ‘members shall serve two—year terms ending the
first Monday in January and until their successors are appointed and qualified. Of the

Thembers first appointed, as far as possible, the terms of one—half shall expire on the first

Monday in January in the first yeat following appointment and one—half the first Monday
in January in the second year. The terms of those initially appointed must be determined
by Iot. If an additional member is added because an additional city or town joins the dis-
frict, the member’s ferm must be fixed so that, as far as possible, the torms of one-half of

all the members expire on the same date.

Subd. 3. TAX. The district may impose a property tax on real and personal property
in the district in an amount sufficient fo discharge its operating expenses and debt payable
Tn sach year, but not to exceed .0528 percent of the distric’s taxable market value. The St
Touis county auditor shall collect the tax and distribute it fo the Vixginia area ambulance

%trict.

Subd. 4. EXPENDITURES. The taxes collected under subdivision 3 shall be used
for licensed ambulance services and first responders. Licensed ambulance services shall
Teceive 80 percent of the available funds and first responders shall receive 20 percent of
the available funds, The amounts allocated to first fesponders shall be used for education,
training, and reimbursement for their allowable expenses. Only education and training
that meets the recognized education and training guidelines set by the emergency medi-

cal services regulatory board under Minnesota Statutes, chapter 144E, shall be reimburs-
able under this subdivision.

provided @5_ a municipality by Minnesota Statutes, chapter 475, when necessary to ac-
complish a duty charged to it.

Subd. 6. WITHDRAWAL. Upon two years’ notice, a city or fown may withdraw
from the district. Its territory shall remain subject to taxation for debt incurred prior to its
withdrawal under Minnesota Statutes, chapter 475.
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Cherry, Ellsburg, Wouri, Lavell, Cotton, and Embarrass, the day after compliance with
Minnesota Statutes, section 645.021, subdivision 2, by the governing body of each, and
(2) for unorganized townships described in subdiﬁs_ian_l_; paragraph (b), clauses (1) to
(6), the day affier compliance with Minnesota Statutes, section 645,021, subdivision 2, by
the St. Louis county board, provided that the district must be established by September 1,
2000. Any of the cifies, towns, and unorganized townships listed in subdivision 1thatdo

not join the district initially may join the district after its cstablishment.

Sec. 57. ST. LOUIS COUNTY; UTILITY PERSONAL PROPERTY EXEMP-
TION.

(a) An electric generating facility with a capacity of 110,000 kilowatts located in St.

Louis County whose operation is integral to the development and operation of a new, ad-
jacent industrial park is exempt from property taxes on attached machinery and other per-
 sonal property for replacement equipment and Improvements installed after July 1, 1997,

If the industrial park is not built by July 1, 2001, this exemption expires.

(b) The governing bodies of the county, city or town, and school district must each
approve by resolution the exemption of the personal property under this section. Tho res-
olution shall contain the number of yéars for which the exemption is granted. Bach of the
governing bodies shall file a copy of the resolution with the county auditor. The cotinty
auditor shall publish the resolutions in newspapers of general circulation within the
county. The voters of the county may requesta referendum on the proposed exemption by
filing a petition within 30 days after the resolutions are published. The petition must be
signed by voters who reside in the county. The number of signatures must equal at Ieast
ten percent of the number of persons voting in the county in fhe last general election. Tf

such a petition is timely filed, the resolutions are not effeciive until they have been sub-
miited to the voters residing in the County ata gencral or special election andar majority of
votes cast on the question g_f'éi)proving the resolution are in the affirmative. The commis-
sione@ revenue shall prepare a suggested form of question to be presented at the refer-

endum.

(c) The exemption under this section is limited to a maximum of five years, begin~
ning with the assessment year immediately following when the personal property is put
in operation and expires thereafter. .

Sec. 58. WASHINGTON COUNTY; LEVY TO FUND THE COUNTY HOUS-
ING AND REDEVELOPMENT AUTHORITY.

Subdivision 1. AUTHORIZATION. In addition to all other levies authorized by
law, Washington county may levy an amount not to exceed $2,000,000 over a ten—year

period beginning in 1997 for taxes payable in 1998, and transfer the proceeds of the Jevy
to the Washington county housing and redevelopment authority fo be used fo support the
activities of the authority, which may include refinancing of indebiedness of the author-
ity, in the city of Landfall. T - T

Subd. 2, LOCAL APPROVAL. This section is effective upon approval by the gov-
erning body of Washington county and compliance with Minnesota Statutes, section
645.021, subdivision 3. _ T
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Sec. 59. BROOKLYN PARK; CERTIFICATION OF CHARGES; DEFINI-
TIONS.

Subdivision 1. SCOPE. For the purpose of sections 60 and 61, the terms defined in

this section have the meanings given them.

Subd. 2. ASSOCIATION. “Association” has the meaning given it in Minnesota
Statutes, section 515B.1-103, paragraph (4).

Subd. 3. AUTHORITY. “Authority” means the Brooklyn Park economic develop-
ment authority.

Subd. 4. COMMON ELEMENTS. “Common elements” has the meaning given it
in Minnesota Statutes, section 515B.1-103, paragraph (7).

Subd. 5. COMMON ELEMENT IMPROVEMENTS. “Common element jm-~
provements” means any physical repair, replacement, or modification of, or addition to,
the common elements of a common interest community.

Subd. 6. COMMON INTEREST COMMUNITY. “Common interest cCommuni-
ty” has the meaning given it in Minnesota Statutes, section 515B.1-103, paragraph (10).

Subd. 7. UNIT. “Unit” has the meaning given it in Minnesota Statutes, section
515B.1-103, paragraph (33).

Subd. 8. UNIT OWNER. “Unit owner” has the meaning given it in Minnesota Stat-
utes, section 515B.1-103, paragraph-(35).

Sec. 60. BROOKLYN PARK; AUTHORITY GRANTED.
If:

(1) the authority lends or agrees to lend funds to an association for the provision or
construction of common element improvements;

(2) the association has duly levied common expense assessments against the units in
order to provide the association with funds to:

(i) pay principal and interest on the loan;

(i) provide coverage in excess of principal and interest payments on the loan;

(iii) create or replenish reserve funds pledged as security for the loan; or

(iv) pay expenses related to the loan or the assessments that are identified in the loan

agreement between the authority and the association;

(3) a unit owner has become delinquent in the payment of any assessment install-
ment; and '

(4) the association has declared the entire amount of the assessment due and owing
pursuant to Minnesota Statutes, section 515B.3-115, paragraph (k), then

the authority may certify the delinquent assessment, together with interest and penalties,
to the county auditor for collection to the same extent and in the same manner provided by
law for the assessment and collection of real estate taxes.
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Sec, 61. BROOKLYN PARK; DISCLOSURE REQUIRED.

For any common interest community located in the city of Brooklyn Park, the dis-

closure stafement required under Minnesota Statutes, section 515B.4—102, must include
a description of the potential applicability and consequences of section 60.

Sec. 62. MINNEAPOLIS UTILITY CHARGE ASSESSMENTS.

Subdivision 1. BECOMES LIEN WHEN DELINQUENT. An assessment levied
by the city of Minneapolis for delinquent utility charges, and interest and penalties on the
charges under Minnesota Statutes, section 272.32; Laws 1969, chapier 499; Laws 1973,
chapter 320; or Laws 1994, chapter 587, article 9, section 4, with accruing interest, is a
Tien upon all property included in the assessment, concurrent with general taxes, from the
date the ufility charges become delinquent, regardless of the date the assessment is levied.
The time of effect of a lien attached for delinquent utility charge assessments supersedes

any contrary law in Minnesota Statutes, section 272.32 or 429.061.

Subd. 2. WHEN DELINQUENT; STATEMENT REQUIRED. Utility charges
become delinquent for the purposes of this section when they are set forth in a statement

sent by the city of Minneapolis to the current billpayer of the property subject fo the utility
charges and are not paid in full on or before the due dafe stated in the statement. The utility
billing office of the city of Minneapolis shall provide a written summary of unpaid utility

statements within ten business days of receipt ofa written request for a specified real
property title transaction. If a summary is not provided by the utility billing office within
the requested time or a previous statement charge is omitted, those charges and the lien

under subdivision 1 are not enforceable against third parties who rely upon the summary

for real property transaction purposes.

Subd. 3, UTILITY CHARGES DEFINED. “Utility charges,” in this section, in-
cludes all fees, taxes, special charges, or other charges imposed by the city of Minneapo-

Iis in connection with the provision of services for sewer, water, solid waste collection

and management, nuisance abatemen, or other services or improvements specified in
Minnesota Statutes, section 429.101; Laws 1969, chapter 499; and Laws 1973, chapter
320.

Subd. 4. NOT CONVEYANCES. The statement issued by the city of Minneapolis
for utility charges or any instrument in writing created in connection with any assessment
for delinquent utility charges subject to this section are not conveyances as defined in
Minnesota Statutes, séction 507.01, and are not subject to the requirements of Minnesota

Statutes, chapter 507, regarding conveyances of real estate.

Sec. 63. BROOKLYN CENTER, RICHFIELD, AND ST. LOUIS PARK;
APARTMENT EXCLUSIONS.

Subdivision 1. IMPROVEMENTS MADE TO CERTAIN APARTMENTS. (a)
Notwithstanding any other provisions to the contrary, the market value increase resulting
from improvements made after the effective date of this act and prior to January 1, 1999,
to qualifying property located in the city of Brooklyn Center, Richficld, or St. Louis Park
shall be excluded for assessment purposes under the conditions provided in this subdivi-
sion.
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(2) the building is residential real estate of four or more units and is classified under

Minnesota Statutes, section 273.13, subdivision 25, as class 4a, 4c, or 4d property; and

(c) A building permit must have been issued prior to the commencement of the im-

provements, Only improvements fo the residential structure and garages qualify under
this subdivision. The assessor shall require an application, including, if unknown by the
assessor, documentation of the age of the building from the owner. The application may

be filed subsequent to the date of the building permit provided that the application is filed
prior to the next assessment date.

(d) If the property qualifies under this subdivision, the assessor shall note the quali-
fying value of the improvements on the property’s record and that amount shall be sub-

tracted from the qualifying property’s market value for the five assessment ycars im-

mediately following the year in which the improvements were completed, at which time
the assessor shall determine the property’s estimated market value, and 20 percent of the

qualifying value shall be added back in cach of the next five subsequent assessment

years. The assessor may require from the owner any documentation necessary to verify
that the cost of improvements exceed the $5,000 per unit minimum.

Brooklyn Center, Richfield, and St. Louis Park upon compliance with Minnesota Stat-
Utes, section 645.021, subdivision 3, by the governing body of that city.

Sec. 64. PROPERTY TAX ABATEMENTS; FLOOD PROPERTY.

Subdivision 1. AUTHORIZATION. Notwithstanding the requirements of Minne-
sota Statutes, seciion 375.192, the county board of a qualified county may grant abate-
Tmenis of the full amount of taxes on eligible property for taxes payable in 1997 as pro-
vided in this section, The owner of the property is not required to apply for the abatement.

Subd. 2. DEFINITIONS. (a) As used in this section, the terms defined in this subdi-
vision have the meanings given them.

(b) “Qualified county” means any county that has been designated between April 1,
1997, and May 1, 1997, by the director of the Federal Emergency Management Agency
as eligible for federal aid due to flooding.

(c) “Eligible property” means a parcel of taxable property located in a qualified
county that contains a structure that has been determined by the assessor to have lost over
50 percent of its estimated market value due fo flooding and flood damage. In the case of
agricultural property, the abatement is limited to the taxes on the parcel atiributable to the
value of the house, garage, and surrounding one acre, if the house has lost over 50 percent
of its estimated market value, and the tax attributable to the value of any farm buildings

and siructures that have lost over 50 percent of their estimated market value.

Subd. 3. ASSESSORS’ DUTIES. As soon as practicable, local and county asses-

sors in qualified counties shall notify the county board and property owners of parcels of
eligible property.
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Sec. 65. DISASTER AREA; DUE DATE EXTENDED FOR BUSINES
PROPERTY TAXES. .

(a) Notwithstanding Minnesota Statutes, section 279.01, subdivision 1, a penalty
shall not accrue if (1) because of a natural disaster, a taxpayer is unable to pay the first half
of the payable 1997 property taxes on class 3a or 3b property, classified under Minnesota
Statutes, section 273.13, subdivision 24, located in an area designated by the Federal
Emergency Management Agency pursuant to a major disaster declaration issued for
Minnesota by President Clinton between April 1, 1997, and April 14, 1997, and (2) the

taxpayer pays the first half of the payable 1997 taxes by Ociober 15, 1997.

(b) If the first one half payment is paid after October 15, 1997, then all penalties that

would have occurred on the due date under Minnesota Statutes, section 279.01, subdivi-

sion 1, shall be charged on the amount of the unpaid tax.

(c) The property taxpayer shall aitach to the payment a statement that the property is
located in a disaster area and qualified for an extension under this section.

Sec. 66. DELAY OF FINANCIAL REPORT FILING; DISASTER AREAS.

For any city or town located in whole or in part within acounty that has been desig-
nated between April 1, 1997, and May 1, 1997, by the director of the Federal Emergency
Management Agency as eligible for federal aid due to flooding, the deadline by which

financial reports are required to be filed under Minnesota Statutes, section 471.697 or
471.698, is extended by 90 days.

Sec. 67. LOW-INCOME HOUSING CREDITS; PRIORITY IN DISASTER
AREAS,

For its 1998 allocation of low—income housing tax credits through the greater Min-
nesota pool under Minnesota Statutes, section 462A.222, the Minnesota housing finance
agency must give priority to projects Iocated in areas that have lost low—income housing
due to the floods that occuirred in this state during 19977

Sec. 68. ELDERLY ASSISTED LIVING FACILITIES.

Subdivision 1. APPLICATION. To facilitate a review by the 1998 legislature of
the property taxation of elderly assisted living facilitics and the development of standards
and criteria for the taxation of these facilities, this section:

(1) requires the commissioner of revenue to conduct a survey of the tax status of
these facilities under subdivision 2; and

(2) prohibits changes in assessment practices and policies regarding these facilities
under subdivision 3.

Subd. 2. REPORT BY COMMISSIONER OF REVENUE. The commissioner
of revenue shall survey all county assessors on the tax status of all elderly assisted living
facilities as defined in Minnesota Statutes, scction 273,13, subdivision 254, located in the
state, and report the findings to the chairs of the house and senate tax commitiees by Feb-
ruary T, 1998. The survey must include, but is not limited to, estimates of the amount of
charitable coniributions, if any, for each elderly assisted Jiving facility and the relative
portion of those charitable contributions to the total operating costs of the elderly assisted
living facility.
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Subd. 3. MORATORIUM ON CHANGES IN ASSESSMENT PRACTICES.
(a) An assessor may not change the current practices or policies used generally in asses-
sing g elderly assisted living facilities.

(b) An assessor may not change the assessment of an existing elderly assisted living

facility, unless the change is made as a result of a change in ownership, occupancy, or use
of the facility. ’ﬂus paragraph does does 1 not apply to

(D)a facﬂlty that was constructed during calendar year 1997;

year 1997; or

B)a change in market value.

(1) the enactment of legislation establishing criteria for the property taxation of el-
derly assisted living facilities; or

(2) final adjournment of the 1998 legislature.

Subd. 4. DEFINYTION. For purposes of this section, “elderly assisted living facil-
ity” has the meaning given in Minnesota Statutes, section 273.13, subdivision 25a.

Sec. 69. INSTRUCTION TO THE REVISOR.

The revisor of statutes shail change the phrase “implicit price deflator for state and

local government purchases 5 of goods and services” wherever it appears in the next edi-

Hon of Minnesota Statutes and Minnesota Rules to “implicit price deflator for govern-
ment consumption expenditures and gross investment for state and local governments”

unless the reference is to the implicit price deflator as of a specified date before January 1,

1996.
Sec. 70. REPEALER.

(a) Minnesota Statutes 1996, sections 270B,12, subdivision 11; 276.012; 290A. 055;
and 290A.26; and Laws 1995, chapter 264, article 4, as amended by Laws 1996, chapter
47 1, article 3, are repealed. Notwithstanding Minnesota Statutes, section 645.34, the sec-
tions of statutes amended by the repealed Laws 1995, chapter 264, article 4, as amended,
femain in effect as if not so amended.

(b) Minnesota Statutes 1996, section 469.181, is repealed.

(c) Minnesota Statutes 1996, sections 276.20; and 276.21, are repealed.
Sec. 71. EFFECTIVE DATE.
Section 1 is effective for aids distributed in 1999 and thereafter.

tive the @X followmg fmal enactment

Sections 7, 8, -12 to 16, 18,20, 21, 45 to 48, and 70, paragraph (c), are effective for the
1997 assessment and thereafter, for taxes payable in 1998 and thercafter.

Section 10 is effective beginning with the 1997 assessment.
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Section 11 s effective beginning with the 1997 assessment and ending with the
2002 assessment, for qualifying improvements made after January 2, 1993, to a residence
that has been relocated; provided, that any residence that originally qualifies in that time

period is allowed to receive the benefits provided under section 11 for the full ten-year
time period. In-order to qualify for a market value exclusion under Minnesota Statutes,
section 273.11, subdivision 10, for the 1997 assessment for improvements made to a relo-

cated residence, a homeowner must notify the assessor by July 1, 1997.

Section 19 is effective payable 1999 and thereafter.

Section 22 is effective for the abstracts of exempt real property filed in 1998, and
thereafter,

Section 44 is effective the day following final enactment for all housing develop-
ment projects.

Scction 49 is effective for aids payable in 1998 and thereafter.

Sections 59 to 61 are effective the day after the governing body of Brooklyn Park
complies with Minnesota Statutes, section 645.021, subdivision 3.

Section 70, paragraph (b), is effective for property tax deferrals granted after June
30, 1997. '

ARTICLE 3
LEVY LIMITS

Section 1. Minnesota Statutes 1996, section 275.16, is amended to read:
275.16 COUNTY AUDITOR TO FIX AMOUNT OF LEVY.

If any such municipality shall return to the county auditor a levy greater than per-
mitted by chapters 124, 124A, 124B, 136C, and 136D, and sections 275.124 to 275.16,
and sections 275.70 to 275.74, such county auditor shall extend only such amount of
taxes as the limitations herein prescribed will permit; provided, if such levy shall include
any levy for the payment of bonded indebtedness or judgments, such levies for bonded
indebtedness or judgments shall be extended in full, and the remainder of the levies shall
be reduced so that the total thereof, including levies for bonds and judgments, shall not
exceed such amount as the limitations herein prescribed will permit.

Sec. 2. Minnesota Statutes 1996, section 275.62, subdivision 1, is amended to read:

Subdivision 1. REPORT ON TAXES LEVIED. The commissioner of reverue
shall establish procedures for the annual reporting of local government levies. Each Iocal
governmental unit shall submit a report to the commissioner by December 30 of the year
inwhich the tax is levied. The report shall include, but is not limited to, information on the
amount of the tax levied by the governmental unit for the following purposes:
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(1) debt, which includes taxes levied for the purposes defined in Minnesota Statutes
1991 Supplement, section 275.50, subdivision 5, clauses (b), (c), (d), and (e);

(2) social services and related programs, which include taxes levied for the purposes
defined in Minnesota Statutes 1991 Supplement, section 275.50, subdivision 5, clauses

(a), (), and (¥); |
(3) libraries, which include taxes levied for the purposes defined in Minnesota Stat-
utes 1991 Supplement, section 275.50, subdivision 5, clause (n); and

associated with the welfare reform under Minnesota Laws 1997, chapter 85, including
increased administration and program costs of the income maintenance programs and
also related support services as they relate directly to the welfare reform; and

(4) for counties only, the amount of levy needed to fund increased county costs

(5) other levies, which include the taxes levied for all purposes not included in
clause (1), (2), o= (3), or ).

Sec. 3. [275.70] LEVY LIMITATIONS; DEFINITIONS.

Subdivision 1. APPLICATION. For the purposes of sections 275.70t0 275.74, the
following terms shall have the meanings given them, unless provided otherwise.

Subd. 2. IMPLICIT PRICE DEFLATOR. “Implicit price deflator” means the im-
plicit price deflator for government consumption expenditures and gross investment for
state and local governments prepared by the bureau of economic analysis of the United
States Department of Commerce for the 12-month period ending March 31 of the levy

year.

Subd. 3. LOCAL GOVERNMENTAL UNIT. “Local governmental unit” means
a county, or a statutory or home rule charter city with a population greater than 2,500.

Subd. 4. POPULATION AND HOUSEHOLD ESTIMATES. “Population” or

“number of households” means the population or number of houscholds for the Tocal

governmental unit as established by the last federal census, by a census taken unider sec-

tion 275.14, of by an ¢stimate made by the metropolitan council or by the state demogra-

Subd. 5. SPECIAL LEVIES. “Special levies” means those portions of ad valorem
taxes levied by a local governmental unit for the following purposes or in the following

manner: T -

(1) to pay the costs of the principal and interest on bonded indebtedness or to reim-
bursé for the amount of liquor store Tevenues used to pay the principal and interest due on
municipal Jiquor store bonds in the year preceding the year for which the levy limit is
calculated; - - -

(2) to pay the costs of principal and interest on certificates of indebtedness issued for
any corporate purpose except for the following:

@ tax anticipation or aid anticipation certificates of indebtedness;

@ certificates of indebtedness issued under sections 298.28 and 298.282;
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(iv) certificates of 1ndebtedness used to fund an 1nsuff101ency in tax receipts or an
insufficiency i in other revenue sources;

(3) to provide for the bonded indebtedness portion of payments made to another
political subdivision of the state of Minnesota;

(4) to fund payments made to the Minnesota state armory building commission un-
der section 193,145, subdivision 2, to retire the principal and interest on armory construc-
tion bonds;

(5) for unreimbursed expenses related to to flooding that occurred during the first half
of calendar year 1997, as allowed by the commissioner of revenue under section 275.74,

paragxaph (b),

gency Management Agency pursuant to a major disaster declaration issued for Minneso-
ta by President Clinton after April 1, 1997, and before April 21, 1997, for the amount of
tax x dollars lost due fo abatements autfiorized under section 2731 123, subdivision 7, to the
extent that they are refated to the major disaster; T

(7) property taxes approved by voters which are levied against the referendum mar-
ket value as provided under section 275.61;

(8) to fund matching requirements needed to qualify for federal or state grants or
programs to the extent that either (i) the matching g requirement exceeds the mal matching re-
qulrement in calendar year 1997, or or (i) it is a new new matching requirement that t that didn’t ex1st

prior t0 1998 and

(9) to pay the expenses reasonably and necessarily incurred in preparing for or re-
pairing the effects of natural disaster including the occurrence or threat of w1deﬁe_a"d~c§
severe damage, injury, or 10ss of life or property resulfing from natural causes, in accord-
ance with standards formulated by the emergericy services division of the state depart-
ment of public safety, as allowed by by the commissioner of revenue under section 275.74,

paragraph (b).
Sec. 4. [275.71] LEVY LIMITS.

Subdivision 1. LIMIT ON LEVIES. Notwithstanding any other provision of law
or municipal charler to the contrary which authorize ad valorem taxes in excess of the
Timits established by sections 275.70 to 275. 74, the provision of this section shall apply to
local governmental units for all purposes other than those for which special levies and

special assessments are made.

Subd. 2. LEVY LIMIT BASE. (a) The levy limit base for a local governmental unit
for taxes axes levied i in 1997 shall be equal to the sum of:

(1) the amount the local governmental unit levied in 1996, less any arhount levied
for debt, as reported to to the department of revenue under section 275.62, subdivision 1,
clause (1), and Iess any fax levied 1 in 1696 against market value as as provided for in section

275 61;
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dar year 1997 under sections 477A.011 to 477A.03 before any reductions for ‘state tax
increment financing aid under section 273.1399, subdivision 5; )

(3) the amount of homestead and agricultural credit aid the local governmental unit
was certified to receive under section 273.1398 in calendar year 1997 before any reduc-
tions for tax increment financing aid under section 273.1399, subdivision 5;

(4) the amount of local performance aid the local governmental unit was certified to
receive in calendar year 1997 under section 477A.05;

(5) the amount of any payments certified to the local government unit in 1997 under

sections 298.28 and 298.282; and

If a governmental unit was not required to report under section 275.62 for taxes le-

vied in 1997, the commissioner shall request information on levies used for debt from the
Tocal governmental unit and adjust its levy limit base accordingly.

section 275.72.

Subd. 3. ADJUSTED LEVY LIMIT BASE. For taxes levied in 1997 and 1998,
the adjusted levy limit is equal to the levy limit base computed under subdivision 2, multi-

plied by:

(1) one plus a percentage equal to the percentage growth in the implicit price defla-
tor; and

(2) for all cities and for countics outside of the seven—county metropolitan area, one

plus a percentage equal to the percentage increase in number of households, if any, forTE
most recent 12-month period for which data is available; and

(3) for counties located in the seven—county metropolitan area, one plus a percent-

age equal o the greater of the percentage increase in the number of houscholds in the
county or the percentage increase in the number of households in the entire seven—county

metropolitan area for the most recent 12-monih period for which data is available.

Subd. 4. PROPERTY TAX LEVY LIMIT. For taxes levied in 1997 and 1998, the
property tax levy limit for a local governmental unit js equal to its adjusted levy limitbase

defermined under subdivision 3 plus any additional levy authorized under section
275.73, which is levied against net tax capacity, reduced by the sum of (1) the total

amount of aids that the local governmental unit is certified to receive under sections
. F77A.011 to 477A.014, (2) homestead and agricultural aids it is certified to receive under
section 273.1398, (3) local performance aid it is certified to Teceive under section
F77A.05, and (4) taconite aids under sections 298.28 and 298.282 including any aid
which was required t be placed In a special fund for expenditure In the next succeeding

year.
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auditor shall only extend the amount of taxes permitted under sections 275.70 to 275.74,
as provided for in section 275.16.

Sec. 5. [275.72] LEVY LIMIT ADJUSTMENTS FOR CONSOLIDATION
AND ANNEXATION.

Subdivision 1. ADJUSTMENTS FOR CONSOLIDATION. If all of the area in-

previous year multiplied by the ratio of the net tax capacity in the local governmental unit
after the annexation compared to its net tax capacity before the annexation,

Subd. 3. TRANSFER OF GOVERNMENTAL FUNCTIONS. If a function or
service of one local governimental unit is transferred to another local governmental unit,
the Jevy limis established under scction 275.71 shall be adjusted by the commissioner of
revenue in such manner so as to fairly and equitably reflect the reduced or increased prop-
erty tax burden resulting from the transfer. The aggregate of the adjusted limitations shall

not exceed the aggregate of the limitations prior to adjustment.

Subd. 4. EFFECTIVE DATE FOR LEVY LIMITS PURPOSES. Annexations,
mergers, and shifts in services and functional responsibilities that are effective by June 30

Sec. 6. [275.73] ELECTIONS FOR ADDITIONAL LEVIES.

Subdivision 1. ADDITIONAL LEVY AUTHORIZATION. Notwithstanding the
provisions of sections 275.70 to 275.72, but subject to other law or charter provisions es-
tablishing other limitations on the amount of property taxes a local governmental Umt

general or special election. Notwithstanding section 275.61, any levy authorized under
this section shall be levied against net tax capacity unless the levy required voter approval
under another general or special law or any charter provisions. When the governing body

of the local governmental unit resolves to increase the levy pursuant to this section, it

shall provide for submission of the proposition of an additional levy at a general or spe-

cial election. Notice of the election shall be given in the manner required by Taw. The no-
tice shall state the purpose and the maximum yearly amount of the additional levy.

Subd. 2. LEVY EFFECTIVE DATE. An additional levy approved under subdivi-
sion 1 at a general or special election held prior to September 1 in any levy year may be
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levxed in that same levy year and subsequent levy years. An additional levy approved un-

Sec 7. [275.74] STATE REGULATION OF LEVIES.

(a) The commissioner of revenue shall make all necessary calculations for deter-
mining levy Timits for local governmental units and notify the affected governmental
un1ts of their their levy Timits directly by August 1 of each levy year. The local governmental

by December 10. In addition, the commissioner of revenue shall notify all county audi-
fors on or before five working days after December 20 of the sum of the levy limit plus the
total of allowed special levies for each local governmental unit located within thelr
boundanes so that they may fix thel lev1es as required in sect1on 275. 16 The local govern-

commissioner deems necessary to make the calcuiations prov1ded for in sections 275.70
to 275.73.

(b) A local governmental unit may request authorization to levy under section
275.70, subdivision 5, clause (3), if (i) the governmental unit is located in an area desig-
nated by the Federal Emergency cy Management Agency pursuant to a major or disaster decla-
ration issued for Minnesota by President Clinton after April 1, 1997, and before April 21,
1997, and (11) the amount of direct unreimbursed costs incurred by the governmental unit
related to the flooding and its clean up, including emergency disaster assistance to resi-
dents, exceeds five percent o_f its le_ﬂ in 1997. A local governmental unit may request

authorization to levy for unreimbursed costs for other natural disasters, exc except the cpt the 1997
ﬂoods, under section 275.70, subd1v1s1on 5, clause (9) The local governmental unit must

may grant levy authority, u up to the amount requested based on the documentation sub-
mitted. All decisions of the commissioner are final, The commissioner shall send senda report
to the chalrs of the house and senate tax committees on the Tevies authorized an: and levied

special levy for t_h_e purposes of of levy {imits under Minnesota Statutes, sections 275.70 to

275.73, if the levy’s purpose is t_o raise the matching funds required to receive restitution
funds awarded by plea agreement in the case of United States v. Darling International,
Inc., for developing g environmental projects that will improve water quality i in the Blue

Earth @_ Minnesota rivers.
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Sec. 9. EFFECTIVE DATE,

Sections 1 to 7 are effective for taxes levied in 1997 and 1998, payable in 1998 and
1999. T

Upon compliance with Minnesota Statutes, section 645.021, subdivision 3, by the

governmg body of Faribault county or the city of Blue Earth, sectlon 8 is effective for

ARTICLE 4
TRUTH IN TAXATION

Section 1. Minnesota Statutes 1996, section 275.065, subdivision 1, is amended to
read:

Subdivision 1. PROPOSED LEVY. (a) Notwithstanding any law or charter to the
contrary, on or before September 15, each taxing authority, other than a school district,
shall adopt a proposed budget and shall certify to the county auditor the proposed ox, in
the case of a town, the final property tax levy for taxes payable in the following year.

(b) On or before September 30, each school district shall certify to the county auditor
the proposed property tax levy for taxes payable in the following year. The school district
may shall certify the proposed levy as:

(1) a speeific dellar amount; o the state determined school levy amount as pre-
scribed under section 124A.23, subdivision 2; 2;

(2) voter approved referendum and debt levies; and

county auditor accordmg to section 124.918, subdivision 1, less the amounts levied under
clauses (1) and (2).

(c) If the board of estimate and taxation or any similar board that establishes maxi-
mum tax levies for taxing jurisdictions within a first class city certifies the maximum
property tax levies for funds under its jurisdiction by charter to the county auditor by Sep-
tember 15, the city shall be deemed to have certified its levies for those taxing jurisdic-
tions.

(d) For purposes of this section, “taxing authority” includes all home rule and statu-
tory cities, towns, counties, school districts, and special taxing districts as defined in sec-
tion 275.066. Intermediate school districts that levy a tax under chapter 124 or 136D,
joint powers boards established under sections 124.491 to 124.495, and common school
districts No. 323, Franconia, and No. 815, Prinsburg, are also spe01a1 taxing districts for
purposes of this section.
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Sec. 2. Minnesota Statutes 1996, section 275.065, is amended by adding a subdivi-
sion to read:

Subd. 1c. LEVY; SHARED, MERGED, CONSOLIDATED SERVICES. I two
or more taxing authorities are in the process of negotiating an agreement for sharing,

merging, or consolidating services between those taxing authorities at the time the pro-

posed levy is to be certified under subdivision 1, each taxing authority involved in the
negotiation shall certify ifs total proposed levy as provided in that subdivision, including
a nofification to the county auditor of the specific service involved in the agreement
which is not yet finalized. The affected taxing authorities may amend their proposed lev-
fes under subdivision 1 until October 10 for levy amounts relating only to the specific

service involved. - -
Sec. 3. Minnesota Statutes 1996, section 275.065, subdivision 3, is amended to read:

Subd. 3. NOTICE OF PROPOSED PROPERTY TAXES. (a) The county auditor
shall prepare and the county treasurer shall deliver after November 10 and on or before
November 24 each year, by first class mail to each taxpayer at the address listed on the
county’s current year’s assessment roll, a notice of proposed property taxes and; in the
case of a town; final property taxes.

(b) The commissioner of revenue shall prescribe the form of the notice.

(c) The notice must inform taxpayers that it contains the amount of property taxes
each taxing authority other than a towa proposes to collect for taxes payable the follow-
ing year and; for a town, the amount of its final levy. It In the case of a town, or in the case

of the state determined portion of the school district levy, the final tax amount will be its
proposed tax. The notice must clearly state that each taxing authority, including regional
Hibrary districts established under section 134.201, and including the metropolitan taxing
districts as defined in paragraph (i), but excluding all other special taxing districts and
towns, wilt hold a public meeting to receive public testimony on the proposed budget and
* proposed or final property tax levy, or, in case of a school district, on the current budget
and proposed property tax levy. It must clearly state the time and place of each taxing

authority’s meeting and an address where comments will be received by mail.

(d) The notice must state for each parcel:

(1) the market value of the property as determined under section 273.11, and used
for computing property taxes payable in the following year and for taxes payable in the
current year; and, in the case of residential property, whether the property is classified as
homestead or nonhomestead, The notice must clearly inform taxpayers of the years to
which the market values apply and that the values are final values;

(2) the items listed below, shown separately by county, city or town, sehool distriet
excess referenda levy state determined school tax net of the education homestead credit
under section 273.1382, remaining voter approved school levy, other local school distriet
Iovy, regional library district; if in existence, the total of the metropolitan special taxing
districts as defined in paragraph () and the sum of the remaining special taxing districts,
and as a total of the all taxing authorities; including all special taxing districts; the pro-
posed or; for a tows, final net tax on the property for taxes payable the following year and
the actual tax for taxes payable the current year:

(i) the actual tax for taxes payable in the current year,
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constant spending tax amount;

(iii) the tax change due to other factors, defined as the constant spending tax amount
minus the actual current year tax; and

(iv) the proposed tax amount.

auditor must note next to the school district’s proposed amount that a referendum is pend-
ing and that, if approved by the voters, the tax amount may be higher than shown on the
notice. For the putposes of this subdivision; “schoel district excess referenda Jovy?
means school district taxes for operating purposes approved at referendums; including
these taxes based on net tax capacity as well as those based on market value. “School
distriet exeess referenda levy does not include school distriet taxes for capital expendi-
tures approved at seferendums or school district taxes to pay for the debt service on bonds
approved at referenda- In the case of the city of Minneapolis, the levy for the Minneapolis
library board and the levy for Minneapolis park and recreation shall be listed separately
from the remaining amount of the city’s levy. In the case of a parcel where tax increment
or the fiscal disparities areawide tax under chapter 276A or 473F applies, the proposed
tax levy on the captured value or the proposed tax levy on the tax capacity subject to the
areawide tax must each be stated separately and not included in the sum of the special
taxing districts; and

(3) the increase or decrease in the amounts in clause (2) from between the total taxes
payable in the current year to and the total proposed ex; for a town; final taxes payable the
following year taxes, expressed as & dollar amount and as a percentage.

(e) The notice must clearly state that the proposed or final taxes do not include the
following:

(1) special assessments;

(2) levies approved by the voters after the date the proposed taxes are certified, in-
cluding bond referenda, school district levy referenda, and levy limit increase referenda;

(3) amounts necessary to pay cleanup or other costs due {0 a natural disaster occur-
ring after the date the proposed taxes are certified;

. (4) amounts necessary to pay tort judgments against the taxing authority that be-
come final after the date the proposed taxes are certified; and

(5) the contamination tax imposed on properties which received market value re-
ductions for contamination.

(f) Except as provided in subdivision 7, failure of the county auditor to prepare or the
county treasurer to deliver the notice as required in this section does not invalidate the
proposed or final tax levy or the taxes payable pursuant to the tax levy.

(2) If the notice the taxpayer receives under this section lists the property as non-
homestead and the homeowner provides satisfactory documentation to the county asses-
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sor that the property is owned and used as the owner’s homestead, the assessor shall re-
classify the property to homestead for taxes payable in the following year.

(h) In the case of class 4 residential property used as a residence for lease or rental
periods of 30 days or more, the taxpayer must either:

(1) mail or deliver a copy of the notice of proposed property taxes to each tenant,
renter, or lessee; or

(2) post a copy of the notice in a conspicuous place on the premises of the property.

The notice must be mailed or posted by the taxpayer by November 27 or within three
days of receipt of the notice, whichever is later. A taxpayer may notify the county treasur-
er of the address of the taxpayer, agent, caretaker, or manager of the premises to which the
notice must be mailed in order to fulfill the requirements of this paragraph.

(i) For purposes of this subdivision, subdivisions 5a and 6, “metropolitan special
taxing districts” means the following taxing districts in the seven—county metropolitan
area that levy a property tax for any of the specified purposes listed below:

(1) metropolitan council under section 473.132, 473.167, 473.249, 473.325,
473.446, 473.521, 473.547, or 473.834;

(2) metropolitan airports commission under section 473.667, 473.671, or 473.672;
and

(3) metropolitan mosquito control commission under section 473.711.

For purposes of this section, any levies made by the regional rail authorities in the
county of Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, or Washington under chap-
ter 398A shall be included with the appropriate county’s levy and shall be discussed at
that county’s public hearing.

) For taxes levied in 1996, payable in 1997 only; in the case of a statutory or home
subdivision 7; the notice of its propesed taxes may include a statement of the amoeunt by
which its propesed tax increase for taxes payable in 1997 is attributable te its exercise of
that option; together with a statement that the levy of the metropelitan council was de-
creased by a similar amount because of the exercise of that option:

Sec. 4. Minnesota Statutes 1996, section 275.065, is amended by adding a subdivi-
sion to read:

Subd. 3a. CONSTANT SPENDING LEVY AMOUNT. (a) For purposes of this

sum of (i) its levy, including its fiscal disparities distribution levy under section 276A.06,
subdivision 3, clause (a), or 473F.08, subdivision 3, clause (a), plus (i) its property tax aid
amounts, would remain constant from the current year to the proposed year, taking into
account the fiscal disparitics distribution levy amounts and the property tax aid amounts
that have boen certified for the proposed year. For the purposes of this paragraph, proper-
ty tax aids include homestead and agricultural credit aid under section 273.1398, subdivi-
sion 2, local government aid under section 477A.013, local performance aid under sec-
tion 477A.05, county criminal justice aid under section 477A.0121, and family preserva-

tion aid under section 477A.0122.

New language is indicated by underline, deletions by strikeout-

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2479 LAWS of MINNESOTA for 1997 Ch. 231, Art. 4

(b) For the state determined school tax, “constant spending levy amount” is the same
as the proposed tax.

(c) For the voter approved school levy, “constant spending levy amount” is the result
of the following computation: (i) compute the current year’s revenue per pupil in average
daily membership as the ratio of the voter approved referendum and debt service levy

plus aid revenue to the number of pupils in average daily membership, as estimated at the

time@levy certification the previous December; (ii) compute the proposed year’s levy
ratio as ratio of the proposed year’s levy limitation for voter approved referendum and

debt service revenue to the maximum referendum and debt service levy plus aid revenue

for the proposed year, at the time of proposed levy certification in September; and (iif)
compute the “constant spending levy amount” as the product of the current year’s reve-
nue per pupil from clause (i) times the proposed year’s levy ratio from clause (ii) times the

proposed year’s pupils in average daily membership.

(d) For the sum of all other school levies not included in paragraph (b) or (c),

“constant spending levy amount” s the result of glg—following computation: (i) compute
the current year’s revenue per pupil in average daily membership as the ratio of the levy

plus assocfated aid revenue fo the number of pupils in average daily membership, as esti-
mated at the time of levy certification the previous December; (1i) compute the proposed

year’s levy ratio as ratio of the proposed year’s levy limitation to the maximum levy plus
associated aid revenue for the proposcd year, estimated at the time of proposedIevy corfi-
fication in September; and (iif) compute the “consfant spending levy amount” as fiic
product of the current year’s revenue per pupil from clause (i) times the proposed year’s

levy ratio from clause (i) times the proposed yéar’s pupils in average daily membership.

(¢) Each year, the commissioner of children, families, and learning must compute
and report fo the county auditor each school district’s constant spending levy amounts by
September 30. In no case shall a constant spending levy amount be less than $0. For the
purposes of this subdivision, school homestead and agricultural credit aid under section
273.1398, subdivision 2, shall be included in the other school Ievy category. For purposes
of this subdivision, the school fiscal disparities distribution levy shall be apportioned
proportionately among levy categorics. T _

Sec. 5. Minnesota Statutes 1996, section 275.065, subdivision 5a, is amended to
read:

Subd. 5a. PUBLIC ADVERTISEMENT. (a) A city that has a population of more
than 2,500, county, a metropolitan special taxing district as defined in subdivision 3,
paragraph (i), a regional library district established under section 134.201, or school dis-
trict shall advertise in a newspaper a notice of its intent to adopt a budget and property tax
levy or, in the case of a school district, to review its current budget and proposed propetty
taxes payable in the following year, at a public hearing. The notice must be published not
less than two business days nor more than six business days before the hearing.

The advertisement must be at least one—eighth page in size of a standard—size or a
tabloid-size newspaper. The advertisement must not be placed in the part of the newspa-
per where legal notices and classified advertisements appear. The advertisement must be
published in an official newspaper of general circulation in the taxing authority. The
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newspaper selected must be one of general interest and readership in the community, and
not one of limited subject matter. The advertisement must appear in a newspaper that is
published at least once per week.

For purposes of this section, the metropolitan special taxing district’s advertisement
must only be published in the Minneapolis Star and Tribune and the Saint Paul Pioneer
Press.

(b) The advertisement for school districts, metropolitan special taxing districts, and
regional library districts must be in the following form, except that the notice for a school
district may include references to the current budget in regard to proposed property taxes.

“NOTICE OF
PROPOSED PROPERTY TAXES

(Ciity/County/School District/Metropolitan
Special Taxing District/Regional

Library District) of .........

The governing body of ........ will soon hold budget hearings and vote on the property
taxes for (city/county/metropolitan special taxing district/regional library district ser-
vices that will be provided in 199 (year)/school district services that will be provided in

199 (year) and 199 (year)).
NOTICE OF PUBLIC HEARING:

All concerned citizens are invited to attend a public hearing and express their opinions on
the proposed (city/eounty/school district/metropolitan special taxing district/regional
library district) budget and property taxes, or in the case of a school district, its current
budget and proposed property taxes, payable in the following year. The hearing will be
held on (Month/Day/Year) at (Time) at (Location, Address).” .

(c) The advertisement for cities and counties must be in the following form.

“NOTICE OF PROPOSED
TOTAL BUDGET AND PROPERTY TAXES

The (city/ county) governing body or board of commissionexs will hold a public hearing

to discuss the budget and to vote on the amount of property taxes to collect for services the
(city/ county) will provide in (year).

SPENDING: The total budget amounts below compare (city’s/ county’s) (year) total ac-
tual budget with the amount the (city/county) proposes to spend in (year).
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(Year) Total Proposed (Year) : Change from
Actual Budget Budget (Year)—(Year)
$ o $ . %

TAXES: The property tax amounts below compare that portion of the current budget le-
vied in property taxes in (city/ county) for (year) with the property taxes the (city/county)
proposes to collect in (year).

(Year) Property Proposed (Year) Change from

Taxes Property Taxes (Year)—(Year)
$ .. $ oo %
ATTEND THE PUBLIC HEARING

All (city/ county) residents are invited to attend the public hearing of the (city/ county) to
express yout opinions on the budget and the proposed amount of (year) property taxes.

The hearing will be held on:

(Month/Day/Year/ Time) (Location/ Address)

If the discussion of the budget cannot be completed, a time and place for continuing the
discussion will be announced at the hearing, You are also invited to send your written
comments to:

(City/ County) (Location/ Address)”

(d) For purposes of this subdivision, the budget amounts listed on the advertisement
mean:

(1) for cities, the total government fund expenditures, as defined by the state auditor

under section 471.6965, less any expenditures for improvements or services that are &__e?
cially assessed or charged under chapter 429, 430, 4335, or the provisions of any other law
or charter; and

_@2 for counties, the total government fund expenditures, as defined by the state au-
ditor under section 375.169, less any expenditures for direct payments to recipients or
providers for the human service aids listed below:

(1) aid to families with dependent children under sections 256.82, subdivision 1,

and 756.935, subdivision 1;

(2) medical assistance under sections 256B.041, subdivision 5,and 256B.19, subdi-
vision 1;

(3) general assistance medical care under section 256D.03, subdivision 6;
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(4) general assistance under section 256D.03, subdivision 2;

@ emergency assistance under section 256.871, subdivision 6;

(6) Minnesota supplemental aid under section 256D.36, subdivision 1;

(7) preadmission screening under section 256B.0911, and alternative care grants
under section 256B.0913;

(8) general assistance medical care claims processing, medical transportation and
related costs under section 256D.03, subdivision 4;

(9) medical transportation and related costs under sectjon 25 6B.0625, subdivisions
1710 185;

(10) group residential housing under 2561.05, subdivision 8, transfetred from pro-
grams in clauses (4) and (6); or '

(11) any successor programs to those listed in clauses (1) to (10).

(e) (¢) A city with a population of over 500 but not more than 2,500 must advertise
by posted notice as defined in section 645.12, subdivision 1. The advertisement must be
posted at the time provided in paragraph (a). It must be in the form required in paragraph

(b).
(&) (f) For purposes of this subdivision, the population of a city is the most recent
population as determined by the state demographer under section 4A.02.

(e) () The commissioner of revenue, subject to the approval of the chairs of the
house and senate tax committees, shail prescribe the form and format of the advertise-

ment.
@Ferealenéa%yea;%eaeh%ﬂgau@heﬁty;equkedtepubﬁshanadv&ﬁiss—
ment must include on the advertisement a statement that information on the increases of
decreases of the total budget; including employes and independent contractor compensa-
ﬁenh%hepﬁerysa&eu&eﬁye&gaﬂdgmpesedb&dge&y%%wiﬂbedis%edaﬁheheaﬁ
.m‘g_.‘ -
soribe the form; format; and content of an advertisement comparing current and propesed
expensebudge&fer&emeﬂepelﬁaaemeik&eme&epeﬁtmaﬁpeﬁseemﬁsﬁe&and
tbeme&epeﬁtanmesquﬁeeeﬁmleemmissie&%eexpensebudgetmustmelude%ew
content of the advertisement must be approved by the chairs of the house and senate tax
committees prior to publication-
Sec. 6. Mimnesota Statutes 1996, section 275,065, subdivision 6, is amended to read:
Subd. 6. PUBLIC HEARING; ADOPTION OF BUDGET AND LEVY.

(a) For purposes of this section, the following terms shall have the meanings given:

(1) “Initial hearing” means the first and primary hearing held to discuss the taxing
authority’s proposed budget and proposed property tax levy for taxes payable in the fol-

Towing year, or, for school districts, the current budget and the proposed property tax levy
for taxes payable in the following year.
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2 “Continuation hearing” means a hearing held to complete the initial hearing, if
the initial hearing is not completed on its scheduled date.

(3) “Subsequent hearing” means the hearing held to adopt the taxing authority’s fi-
nal property tax levy, and, in thé case of taxing authorities other than school districts, the

final budget, for taxes payable in the following year.

(b) Between November 29 and December 20, the governing bodies of a city that has
a population over 500, county, metropolitan special taxing districts as defined in subdivi-
sion 3, paragraph (i), and regional library districts shall each hold a an initial public hear-
ing to discuss and seek public comment on its final budget and property tax levy for taxes
payable in the following year, and the governing body of the school district shail hold aan
initial public hearing to review its current budget and proposed property tax levy for taxes
payable in the following year. The metropolitan special taxing districts shall be required
to hold only a single joint initial public hearing, the location of which will be determined
by the affected metropolitan agencies.

Saturday. No initial hearing may be held on a Sunday. :

(d) At the initial hearing under this subdivision, the percentage increase in property

taxes proposed by the taxing authority, if any, and the specific purposes for which proper-
ty tax revenues 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 {o ask questions. At the
public hearing, the school district must also provide and discuss information on the dis-
tribution of its revenues by revenue source, and the distribution of its spending by pro-

gram area.

(e) If the jnitial hearing is not completed on its scheduled date, the taxing authority

must announce, prior to adjournment of the hearing, the date, time, and place for the con-
tinuation of the hearing. The continuation hearing must be held atleastfive business days
but no more than 14 business days after the initial hearing. A continuation hearing may

not be held later than December 20 except as provided in paragraphs (f) and (g). A contin-
uation hearing must be held after 5:00 p.m. if scheduled on a day other than Saturday, No

(f) The governing body of a county shall hold its initial hearing on the second Tues-
day in December each year, and may hold additional initial hearings on other dates before
December 20 if necessary for the convenience of county residents. If the county needs a
continuation of its hearing, the continuation hearing shall be held on the third Tuesday in

December. If the third Tuesday in December falls on December 21, the county’s continu-

atjon hearing shall be held on Monday, December 20.

(g) The metropolitan special taxing districts shall hold a joint initial public hearing
on the first Monday of December. A continuation hearing, if necessary, shall be held on
the second Monday of December even if that second Monday is after December 10,

——— e e A

(h) The county auditor shall provide for the coordination of initial and continuation
heating dates for all school districts and cifies within the county to prevent conflicts under
clauses (i) and (j).
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library district is located the dates on which it elects to hold its initial hearing and any

continuation hearing, If a school board ot regional Tibrary disirict does not certify these |
dates by August 10, the auditor will assign the initial and continuation hearing dates. The |
dates clected or assigned must not conflict with the initial and continuation hearing dates

of the county or the metropolitan special faxing districts.

(j) By August 20, the county auditor shall notify the clerks of the cities within the

 county of the dates on which school districts and regional library districts have elected to
1i01d their initial and continuation hearings. Af the time a city certifies its proposed levy

under subdivision 1 it shall certify the dates on which it elects to hold its initial hearing

and any continuation hearing. If a city does not certify these dates by September 15, the

auditor shall assign the initial and continuation hearing dates. The dates elected or as-
signed for the nitial hearing must not conflict with the initial hearing dates of the county,
metropolitan special taxing districts, regional library districts, or school districts within
which the city is located. To the extent possible, the dates of the city’s continuation hear-
Ing should not conflict with the continuation hearing dates of the county, metropolitan

special taxing districts, regional library districs, or school districts within which the city
is located. This paragraph does not apply to cities of 500 population or less.

(k) The county initial hearing date and the city, metropolitan special taxing district,
regional Tibrary district, and school district initial hearing dates must be designated on the
Totices required under subdivision 3. The continuation hearing dates need not be stated
on the notices. - T

(I) At a subsequent hearing, each county, school district, city over 500 population,
and metropolitan special taxing district may amend its proposed property tax levy and
must adopt a final property tax levy. Each county, city over 500 population, and metro-
politan special taxing district may also amend its proposed budget and must adopt a final
budget at the subsequent hearing. The final property tax levy must be adopted prior to
adopting the final budget. A school district is not required o adopt its final budget at the
subsequent hearing. The subsequent hearing of a taxing authority must be held on a date
subsequent to the date of the taxing authority’s initial public hearing; oz subsequent to the
date ofits continuation heazing, If a continuation hearing is held, the subsequent hearing
must be held either immediately following the continuation hearing or on a date subse-
quent to the confinuation hearing, The subsequent hearing may be held at a regularly
scheduled board or council meeting or at a special meeting scheduled for the purposes of
the subsequent hearing. The subsequent hearing of a taxing authority does not have to be
coordinated by the county auditor to prevent a conflict with an initial hearing, a continua-
tion hearing, or a subsequent hearing of any other taxing authority. All subsequent hear-
ings must be held prior to five working days after December 20 of the levy year. The date,
time, and place of the subsequent hearing must be announced at the initial public hearing

or at the continuation hearing.

(m) The property tax levy certified under section 275.07 by a city of any population,
county, metropolitan special taxing district, regional library district, or school district
must not exceed the proposed levy determined under subdivision 1, except by an amount
up to the sum of the following amounts:

(1) the amount of a school district levy whose voters approved a referendum to in-
crease taxes under section 124.82, subdivision 3, 124A.03, subdivision 2, or 124B.03,
subdivision 2, after the proposed levy was certified;
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(2) the amount of a city or county levy approved by the voters after the proposed levy
was certified;

(3) the amount of a levy to pay principal and interest on bonds approved by the vot-
ers under section 475.58 after the proposed levy was certified;

(4) the amount of a levy to pay costs due to a natural disaster occurring after the pro-
posed levy was certified, if that amount is approved by the commissioner of revenue un-
der subdivision 6a;

(5) the amount of a levy to pay tort judgments againsta taxing authority that become
final after the proposed levy was certified, if the amount is approved by the commissioner
of revenue under subdivision 6a;

(6) the amount of an increase in levy limits certified to the taxing authority by the
commissioner of children, families, and learning or the commissioner of revenue after
the proposed levy was certified; and

(7) the amount required under section 124.755.

At the hearing under this subdivision; the percentage increase in property taxes pro-
posed by the taxing autherity; if any; and the speeific purposes for which propesty tax rev-
enues are being increased must be discussed:

During the discussion; the governing body shall hear comments regarding a pro-
posed increase and explain the reasons for the propesed increase- The public shall be al-
lowed to speak and o ask questions- At the subsequent hearing held as provided in this
subdivision; the governing body; other than the governing body of a school district, shall
adopt its final propesty tax levy prior to adopting its final budget.

Iftheheariﬂgisneteempletedeﬂitssehedﬂeddate;thetméﬂgautheﬁtymastan—
neunce; prier to adjournment of the hearing; the date; time; and place for the continuation
of the hearing. The continued hearing must be held atleast five business days but no more
than 14 business days after the original heating-

Ehehea;hgmustbeheldaﬁe;ée@@p:mdﬁseheduledenadayetheﬁhaasmda%
NeheamgmaybeheldenaSundayTEhegwemiﬂgbedyefaeeumyshauheldaheaﬁﬂg
entheseeondipuesdayiﬂDeeembereaehyear;aﬂdmayheldaddiﬁenalheaﬁagsenethe;
dates before December 20 if necessary for the convenience of county residents If the
eounty needs a-continuation of its hearing; the continued hearing shall be held on the third
Fuesday in December. If the third Tuesday in December falls on December 21, the
county’s continuation hearing shall be held on Monday; December 20- The county audi-
tor shall provide for the coordination of hearing dates for all cities and school districts
within the county:

The metropolitan special taxing districts shall hold a joint public hearing on the fizst
Monday of December: A continuation hearing; if necessary; shall be held on the second
Menday of December: .

By Aungust 10; each school board and the board of the regional library district shall
cextify to the county auditors of the counties in which the school district or regional li-
brar-yd-is%sietisleeated%hedatesenwhieh#eleetstehelditshea&iﬂgsaﬂdaﬂyeem
tiens:lﬁaseheelbea;dermgienalkbm;ydistﬁetdeesﬂeteeﬁiﬁy%hedatesbngusﬁ&
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with the hearing dates of the county or the metropolitan special taxing districis: By Au-
heaﬁng&AHhe#hneaé&y%ﬁiﬁes#spmp%@dlewwde;s&bdMsbnl#sh&Heeﬁﬁy
mmmmwmammmmmmmwﬁb@a@mm
eﬁym&s&mtsek&dﬁes&h%%nﬂietwi@htheéeun@yhea@gd&e&me&ep@k&&nspe@ﬂ
mxmgdismadm%%wﬁhmeseek%dbyefassignedmtheseheeldEMmfegieﬂal
library district in which the eity is located. For continuation hearings; the city may select
dates that conflict with other taxing authorities” dates if the city deems it necessary:

The county hearing dates and the city; metropolitan special taxing distriet; regional
library distriet; and school district hearing dates must be designated on the notices re-
quired under subdivision 3. The continuation dates need not be stated on the notices-

(n) This subdivision does not apply to towns and special taxing districts other than
regional library districts and metropolitan special taxing districts.

(0) Notwithstanding the requirements of this section, the employer is required to
meet and negotiate over employee compensation as provided for in chapter 179A.

Sec. 7. Minnesota Statutes 1996, section 275.065, is amended by adding a subdivi-
sion to read:

Subd. 6b. JOINT PUBLIC HEARINGS. Notwithstanding any other provision of
law, any city with a population of 10,000 and over, may conduct a more comprehensive
public hearing than is contained in subdivision 6 by including a board member from the
county, a board member from the school district located within the city’s boundary, anda

representative of the metropolitan council, if the city is in the metropolitan area, as de-

fined in section 473.121, subdivision 2, at the city’s public hearing. All provisions re-
garding the public hearings under subdivision 6 are applicable to the joint public hearings
under this subdivision.

Upon the adoption of a resolution by the governing body of the city to hold a joint

hearing, the city shall notify the county, the school district, and the metropolitan council

iF the city is in the metropolitan area, of the decision fo hold a joint public hearing and

request a board member from each of those taxing authoritics, and the member or the de-
signee of the metropolitan council if applicable, to be at the joint hearing. If the city is

Jocated in more than one county, the city may choose io request a county board member
from each county or only from the county containing the majority of the city’s market

value. If more than one school districtis partially or totaily located within the city, the city

may choose to request a school district board member from each school district, or a
Board member only from the school district containing the majority of the city’s market
value, If, as a result of requests under this subdivision, there are not sufficient board mem-
bers in the county or the school district to attend the joint hearing, the county or school

district may send a nonelected person working for its taxing authority to speak on the au-

thority’s behalf. The city may also invite each state senator and representative who repre-
sents the city, or a portion of the city, to come to the joint hearing.

The primary purpose of the joint hearing is to discuss the city’s budget and property

tax levy. The county and school district officials, and metropolitan council representa-
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city.

hearings under this subdivision do not relieve a county, school district, or the metropoli-
tan council of the requirement to hold its individual hearing under subdivision 6.

Sec, 8. Minnesota Statutes 1996, section 275,065, subdivision 8, is amended to read:

Subd. 8. HEARING. Notwithstanding any other provision of law, Ramsey county,
the city of St. Paul, and independent school district No. 625 are authorized to and shall
hold their initjal public hearing jointly. The hearing must be held on the second Tuesday
of December each year. The advertisement required in subdivision 5a may be a joint ad-
vertisement. The hearing is otherwise subject to the requirements of this section.

Ramsey county is authorized to hold an additional initial hearing or hearings as pro-
vided under this section, provided that any additional hearings must not conflict with the
initial or continuation hearing dates of the other taxing districts. However, if Ramsey
county elects not to hold such additional initial hearing or hearings, the joint initial hear-
ing required by this subdivision must be held in a St. Paul location convenient fo residents
of Ramsey county.

Sec. 9. Minnesota Statutes 1996, section 275.07, subdivision 4, is amended to read:

Subd. 4. REPORT TO COMMISSIONER. (2) On or before October 8 of each
yeat, the county auditor shall report to the commissioner of revenue the proposed levy
certified by local units of government under section 275.065, subdivision 1. If any taxing

authorities have notified the county auditor that they are in the process of negotiating an

agreement for sharing, merging, or consolidating services but that when the proposed
levy was certified under section 275.065, subdivision 1c, the agreement was not yet final-
ized, the county auditor shall supply that information to the commissioner when filing the
report under this section and shall recertify the affected levies as soon as practical after

October 10. ~ - - -

(b) On or before January 15 of each year, the county auditor shall report to the com-
missioner of revenue the final levy certified by local units of government under subdivi-
sion 1.

(c) The levies must be reported in the manner prescribed by the commissioner. The
reports must show a total levy and the amount of each special levy.

Sec. 10. Minnesota Statutes 1996, section 276.04, subdivision 2, is amended to read:

Subd. 2. CONTENTS OF TAX STATEMENTS. (a) The treasurer shall provide
for the printing of the tax statements. The commissioner of revenue shall prescribe the
form of the property tax statement and its contents. The statement must contain a tabu-
lated statement of the dollar amount due to each taxing authority and the amount of the
state determined school tax from the parcel of real property for which a particular tax
statement is prepared. The dollar amounts due attributable to the county, the state deter-

mined school tax, the voter approved school tax, the other local school tax, the township
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or municipality, and the total of the metropolitan special taxing districts as defined in sec-
tion 275.065, subdivision 3, paragraph (i), scheel district excess referenda levy; remain-
%seheeldéstﬁetkv&and@he%efetha%app&v@dwfemd&leﬁesbaseden
market value under section 275.61 must be separately stated. The amounts due all other
special taxing districts, if any, may be aggregated. For the purposes of this subdivision;
“school district excess referendalevy’ means school district taxes for operating purposes
based on market value. “School district exeess referenda levy” does not include schoel
district taxes for capital expenditures approved at referendums or school district taxes to
pay for the debt service on bonds approved at referenda. The amount of the tax on con-
tamination value imposed under sections 270.91 to 270.98, if any, must also be separately
stated. 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-num-
bered dollars may be adjusted to the next higher even—numbered dollar. The amount of
market value excluded under section 273.11, subdivision 16, if any, must also be listed on
the tax statement. The statement shall include the following sentence sentences, printed
in upper case letters in boldface print: “EVEN THOUGH THE STATE OF MINNESOTA
DOES NOTRECEIVE ANY PROPERTY TAX REVENUES, IT SETS THE AMOUNT
OF THE STATE-DETERMINED SCHOOL TAX LEVY. THE STATE OF MINNESO-
TA REDUCES YOUR PROPERTY TAX BY PAYING CREDITS AND REIMBURSE-
MENTS 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) Real and personal property tax statements must contain the following informa-
tion in the order given in this paragraph. The information must contain the current year
tax information in the right column with the corresponding information for the previous
year in a column on the left:

(1) the property’s estimated market value under section 273.11, subdivision 1;

(2) the property’s taxable market value after reductions under section 273.11, subdi-
visions 1a and 16;

(3) the property’s gross tax, calculated by multiplying the property’s gross tax ca-

pacity times the total local tax rate and adding the property’s total property tax to the re-
sult the sum of the aids enumerated in clause (4);

(4) a total of the following aids:

(i) education aids payable under chapters 124 and 124A;

(ii) local government aids for cities, towns, and counties under chapter 477A; and
(iii) disparity reduction aid under section 273.1398; and

(iv) homestead and agricultural credit aid under section 273.1398;

(5) for homestead residential and agricultural properties, the education homestead
and agricultural credit aid apportioned to the property- This amount is obtained by multi-
pmmmmmwwmmmmwwmdmm
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capaeities under section 27313 This amount must be separately stated and identificd as ‘
“homestead and agricultural credit” For purposes of comparison with the previous |
year’s amount for the statement for taxes payable in 1990; the statement must show the ‘
hemestead credit for taxes payable in 1989 under seetion 273.13; and the agricultural

eredit under section 273-132 for taxes payable in 1989 under section 273.1382;

(6) any credits received under sections 273.119; 273.123; 273.135; 273.1391;
273.1398, subdivision 4; 469.171; and 473H.10, except that the amount of credit re-
ceived under section 273.135 must be separately stated and identified as “taconite tax
relief”; and

(7) the net tax payable in the manner required in paragraph (a).

(d) If the county uses envelopes for mailing property tax statements and if the county
agrees, a taxing district may include a notice with the property tax statement notifying
taxpayers when the taxing district will begin its budget deliberations for the current year,
and encouraging taxpayers to attend the hearings. If the county allows notices to be in-
cluded in the envelope containing the property tax statement, and if more than one taxing
district relative to a given property decides to include a notice with the tax statement, the
county treasurer or auditor must coordinate the process and may combine the information
on a single announcement,

The commissioner of revenue shall certify to the county auditor the actual or esti-
mated aids enumerated in clauses (3) and clause (4) that local governments will receive in
the following year. In the case of a county centaining a city of the first class, for taxes
levied in 1991; and for all countics for taxes levied in 1992 and thereafter; The commis-
sioner must certify this amount by Septesaber January 1 of each year.

Sec. 11. Minnesota Statutes 1996, section 383A.75, subdivision 3, is amended to
read:

Subd. 3. DUTIES. The committes is authorized to and shall meet from time to time
to make appropriate recommendations for the efficient and effective use of property tax
dollars raised by the jurisdictions for programs, buildings, and operations. In addition,
the committee shall:

(1) identify trends and factors likely to be driving budget outcomes over the next
five years with recommendations for how the jurisdictions should manage those trends
and factors to increase efficiency and effectiveness;

(2) agree, by September October 1 of each year, on the appropriate level of overall
property tax levy for the three jurisdictions and publicly report such to the governing bo-
dies of each jurisdiction for ratification or modification by resolution;

(3) plan for the joint truth~in-taxation hearings under section 275.065, subdivision
8; and

(4) identify, by December 31 of each year, areas of the budget to be targeted in the
coming year for joint review to improve services or achieve efficiencies.

In carrying out its duties, the committee shall consult with public employees of each
jurisdiction and with other stakeholders of the city, county, and school district, as ap-
propriate.
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Sec. 12. Laws 1993, chapter 375, article 7, section 29, is amended to read:

Sec. 29. EFFECTIVE DATE.

Sections 1, 6 to 8,13, 15 to 25, 27, and 28 are effective for taxes levied in 1993, pay-
able in 1994 and thereafter.

Section 3, subdivision 5, and the provisions of sections 9 to 11 relating to regional
library districts ate effective for property taxes levied in 1994, payable in 1995, and there-
after. The other provisions of sections 9 to 11 are effective for property taxes levied in
1993, payable in 1994 and thereafter.

Sections 12 and 14 are effective the day following final enactment and without local
approval, as provided in Minnesota Statutes, section 645.023, subdivision 1, clause (@);

Section 26 is effective beginning with aids payable in calendar year 1993.
Sec. 13. EXCEPTION FOR TAXES PAYABLE IN 1998.

(a) Notwithstanding Minnesota Statutes, section 275.065, subdivision 3, for taxes
payable in 1998 only, the commissioner of revenue may allow a county auditor, upon e~
quest, to prepare notices of proposed property faxes that do not itemize school district
Tevies as required by that section, if the county determines that it is not able to compute the
separate levies for the actual tax payable in 1997.

(b) Notwithstanding Minnesota Statutes, section 276.04, subdivision 2, for taxes
payable in 1998 only, the comumissioner of revenue may allow a county treasurer, upon
request, fo prepare property tax statements that (i) do not itemize school Ievies as required
by that section, and (ii) do not include homestead and agricultural credit aid as required

by paragraph (c), clause (4), if the county defermines that it is not able to compute the

Sec. 14. APPROPRIATION.

$1,000,000 is appropriated for fiscal year 1998 to the commissioner of revenue for
distribution to the 87 counties for implementing the various provisions of this act, includ-
ing the added expenses of the truth in taxation provisions. The commissioner shall dis-

tribute the doifars using the following formula: 25 percent shall be distributed equally, 25
percent shall be distributed based on population within each county, and the remaining 50
percent shall be distributed based on the number of property tax statements within each

county.

Sec. 15. EFFECTIVE DATE.,

—allg thereafter.

Section 5 is effective for newspaper advertisements prepared in 1997 for taxes pay-
able in 1998, and thereafter.

Sections 6 to 8 are effective for public hearings held in 1997, and thereafter.

Section 10 is effective for property tax statements prepared in 1998, and thereafter.
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ARTICLE 5
INCOME TAXES AND PROPERTY TAX REFUNDS

Section 1. Minnesota Statutes 1996, section 270B.02, is amended by adding a subdi-
vision to read:

Subd. 6. CLIENT LISTS; THIRD-PARTY BULK FILERS. Client lists re-
quired under section 290.92, subdivision 30, are classified as private data on individuals

or nonpublic data, as defined in section 13.02, subdivisions 9and 12.

Sec. 2. Minnesota Statutes 1996, section 290.01, subdivision 19b, is amended to
read:

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

(1) interest income on obligations of any authority, commission, or instrumentality
of the United States to the extent includable in taxable income for federal income tax pur-
poses 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;

(3) the amount paid to others not to exceed $650 for each dependent in grades kin-
dergarten to 6 and $1,000 for each dependent in grades 7 to 12, for tuition, textbooks, and
transportation of each dependent in attending an elementary or secondary school situated
in Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, wherein a resident of
this state may legally fulfill the state’s 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 materials
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, doc-
trines, or worship, nor does it include books or materials for, or transportation to, extra-
curricular activities including sporting events, musical or dramatic events, speech activi-
ties, 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 Inter-
nal Revenue Code;

(4) to the extent included in federal taxable income, distributions from a qualified
governmental pension plan, an individual retirement account, simplified employee pen-
sion, or qualified plan covering a self-employed peison that represent a return of con-
tributions 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 con-
tributions until the contributions included in Minnesota gross income have been ex-

hausted. This subtraction applies only to contributions made in a taxable year prior to
1985;
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(5) income as provided under section 290.0802;

(6) the amount of unrecovered accelerated cost recovery system deductions allowed
under subdivision 19g;

(7) to the extent included in federal adjusted gross income, income realized on dis-
position of property exempt from tax under section 290.491;

(8) to the extent not deducted in determining federal taxable income, the amount
paid for health insurance of self-employed individuals as determined under section
162(1) of the Internal Revenue Code, except that the 25 percent limit does not apply. If the
taxpayer deducted insurance payments under section 213 of the Internal Revenue Code
of 1986, the subtraction under this clause must be reduced by the lesser of:

(i) the total itemized deductions allowed under section 63(d) of the Internal Revenue
Code, less state, local, and foreign income taxes deductible under section 164 of the Inter-
nal Revenue Code and the standard deduction under section 63(c) of the Internal Reve-
nue Code; or

(ii) the lesser of (A) the amount of insurance qualifying as “medical care” under sec-
tion 213(d) of the Internal Revenue Code to the extent not deducted under section 162(1)
of the Internal Revenue Code or excluded from income or (B) the total amount deductible
for medical care under section 213(a); and

(9) the exemption amount allowed under Laws 1995, chapter 255, article 3, section
2, subdivision 3; and

(10) to the extent included in federal taxable income, postservice benefits for youth

community service under section 121.707 for volunteer service under United States
Code, title 42, section 5011(d), as amended.

Sec. 3. Minnesota Statutes 1996, section 290.01, subdivision 19c, is amended to .
read:

Subd. 19¢c. CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE IN-
COME. For corporations, there shall be added to federal taxable income:

(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 cor-
poration 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 pos-
sessions, its agencies, or its instrumentalities; 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; the District of Columbia; or Indian tribal

governments;

(3) exempt—interest dividends received as defined in section 852(b)(5) of the Inter-
nal Revenue Code;

(4)$heameumﬁmywmdfaﬂp;eﬁﬁswdedueted&nderseeﬁeﬂié49r4lleﬁhe
Internal Revenue Code; ‘

¢5) the amount of any net operating loss deduction taken for federal income tax pur-

poses under section 172 or 832(c)(10) of the Internal Revenue Code or operations loss
deduction under section 810 of the Internal Revenue Code;
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€6 (5) the amount of any special deductions taken for federal income tax purposes
under sections 241 to 247 of the Internal Revenue Code;

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

€8 (7) the amount of any capital losses deducted for federal income tax purposes
under sections 1211 and 1212 of the Internal Revenue Code;

) (8) the amount of any charitable contributions deducted for federal income tax
purposes under section 170 of the Internal Revenue Code;

€16) (9) the exempt foreign trade income of a foreign sales corporation under sec-
tions 921(a) and 291 of the Internal Revenue Code;

(1) (10) the amount of percentage depletion deducted under sections 611 through
614 and 291 of the Internal Revenue Code;

€2) (11) 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 De-
cember 31, 1985, the amount of the amortization deduction allowed in computing federal
taxable income for those facilities; and

(43) (12) the amount of any deemed dividend from a foreign operating corporation
determined pursuant to section 290.17, subdivision 4, paragraph (g); and

(13) the amount of any environmental tax paid under section 59(a) of the Internal
Revenue Code.

Sec. 4. Minnesota Statutes 1996, section 290.01, subdivision 19d, is amended to
read:

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

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

(2) the amount of salary expense not atlowed 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 tax-
able 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
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(ii) to the extent the disallowed costs are not represented by physical property, an
amount equal to the allowance for cost depletion under Minnesota Statutes 1986, section

290.09, subdivision 8;

(5) the deduction for capital losses pursuant to sections 1211 and 1212 of the Inter-
nal Revenue Code, except that:

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

(id) 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 loss year, subject to
the provisions of Minnesota Statutes 1986, section 290.16, shall be allowed; and

(iv) for capital losses incutred in taxable years beginning before January 1, 1987, a
capital loss carryover to each of the five taxable years succeeding the loss year to the ex-
tent such loss was not used in a prior taxable year and subject to the provisions of Minne-
sota Statutes 1986, section 290.16, shall be aliowed;

(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 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 deduc-
tion must be apportioned between the lessor and lessee in accordance with rules pre-
scribed by the commissioner. In the case of property 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 begin-
ning before December 31, 1986, and for which amortization deductions were elected un-
der 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 pro-
vided in Minnesota Statutes 1986, section 273.1314, subdivision 9, or Minnesota Stat-
utes, section 469.171, subdivision 6;

(10) amounts included in federal taxable income that are due to refunds of income,
excise, ot franchise taxes based on net income or related minimum taxes paid by the cor- -
poration to Minnesota, another state, a political subdivision of another state, the District
of Columbia, or a foreign country or possession of the United States to the extent that the
taxes were added to federal taxable income under section 290.01, subdivision 19¢, clause
(1), in a prior taxable year;
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(11) the following pereentage 80 percent of royalties, fees, or other like income ac-
crued or received from a foreign operating corporation or a foreign corporation which is
part of the same unitary business as the receiving corporations

Taxable Year

December 31; 1990 ————————80-percent; .

(12) income or gains from the business of mining as defined in section 290.05, sub-
division 1, clause (a), that are not subject to Minnesota franchise tax;

(13) the amount of handicap access expenditures in the taxable year which are not
allowed to be deducted or capitalized under section 44(d)(7) of the Internal Revenue
Code;

(14) the amount of qualified research expenses not allowed for federal income tax
purposes under section 280C(c) of the Internal Revenue Code, but only to the extent that
the amount exceeds the amount of the credit allowed under section 290.068; and

(15) the amount of salary expenses not allowed for federal income tax purposes due
to claiming the Indian employment credit under section 45A(a) of the Internal Revenue
Code; and

Q_G_) the amount of any refund of environmental taxes mig under section 5_9é ofthe
Internal Revenue Code.

Sec. 5. Minnesota Statutes 1996, section 290.06, is amended by adding a subdivi-
sion to read:

Sec. 6. Minnesota Statutes 1996, section 290.067, subdivision 1,is amended to read:

Subdivision 1. AMOUNT OF CREDIT. (a) 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 except that in determining whether the child qualified as a dependent, income received
as an aid to families with dependent children grant or allowance to or on behalf of the
child, or as a grant or allowance to or on behalf of the child under the successor program
pursuant to Public Law 104193, must not be faken into account in determining whether
the child received more than half of the child’s support from the taxpayer, and the provi-
sions of section 32(b)(1)(D) of the Internal Revenue Code do not apply.

(b) If a child who has not attained the age of six years at the close of the taxable year
is cared for at a licensed family day care home operated by the child’s parent, the taxpayer
is deemed to have paid employment-related expenses. If the child is 16 months old or
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younger at the close of the taxable year, the amount of expenses deemed to have been paid
equals the maximum limit for one qualified individual under section 21(c) and (d) of the
Internal Revenue Code. If the child is older than 16 months of age but has not attained the
age of six years at the close of the taxable year, the amount of expenses deemed to have
been paid equals the amount the licensee would charge for the care of a child of the same
age for the same number of hours of care.

(c) If a married couple:

(1) has a child who has not attained the age of one year at the close of the taxable
year;

(2) files a joint tax return for the taxable year; and

(3) does not participate in a dependent care assistance program as defined in section
129 of the Internal Revenue Code, in lieu of the actual employment related expenses paid
for that child under paragraph (a) or the deemed amount under paragraph (b), the lesser of
(i) the combined earned income of the couple or (ii) $2,400 will be deemed to be the em-
ployment related expense paid for that child. The earned income limitation of section
21(d) of the Internal Revenue Code shall not apply to this deemed amount. These deemed
amounts apply regardless of whether any employment-related expenses have been paid.

(d) If the taxpayer is not required and does not file a federal individual income tax
return for the tax year, no credit is allowed for any amount paid to any person unless:

(1) the name, address, and taxpayer identification number of the person are included
on the return claiming the credit; or

(2) if the person is an organization described in section 501(c)(3) of the Internal
Revenue Code and exempt from tax under section 501(a) of the Internal Revenue Code,
the name and address of the person are included on the return claiming the credit.

In the case of a failure to provide the information required under the preceding sentence,
the preceding sentence does not apply if it is shown that the taxpayer exercised due dili-
gence in attempting to provide the information required. !

In the case of a nonresident, part—year resident, or a person who has earned income
not subject to tax under this chapter, the credit determined unde section 21 of the Internal
Revenue Code must be allocated based on the ratio by which the earned income of the
claimant and the claimant’s spouse from Minnesota sources bears to the total earned in-
come of the claimant and the claimant’s spouse.

Sec. 7. [290.0672] LONG-TERM CARE INSURANCE CREDIT.

(b) “Long-term care insurance” means a policy that:

(1) qualifies for a deduction under section 213 of the Internal Revenue Code, disre-
garding the 7.5 percent income test; or meets the requirements given in section 62A.46;
or provides similar coverage issued under the laws of another jurisdiction; and
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(3) includes inflation protection that meets or exceeds the inflation protection re-
quirements of the long—term care insurance model regulation cited under section
7702B(g)(2)(A)(i)(x) of the Internal Revenue Code.

(¢) “Qualified beneficiary” means the taxpayer or the taxpayer’s spouse.

(d) “Premiums deducted in determining federal taxable income” means the lesser of
(1) long-term care insurance premiums that qualify as deductions under section 213 of

the Tnternal Revenue Code; and (2) the fotal amount deductible for medical care under

section 213 of the Internal Revenue Code.

Subd. 2. CREDIT. A taxpayer is allowed a credit against the tax imposed by this

chapter for long~term carc insurance policy premiums paid during the tax year. The cred-
it for each policy equals the lesser of (1) 25 percent of premiums paid to the extent not

deducted in determining federal taxable income; or (2) $100. A taxpayer may claim a
credit for only one policy for each qualified beneficiary. Only one credit may be claimed

by any taxpayer for each policy. The maximum total credit allowed per year is $200 for
married couples filing joint returns and $100 for all other filers. For a nonresident or part—
year resident, the credit determined under this section must be allocated based on the per-

centage calculatcd under section 290.06, subdivision 2c, paragraph (e). T
Sec. 8. [290.0673] JOB TRAINING PROGRAM CREDIT.

Subdivision 1. CREDIT ALLOWED, (a) A credit is allowed against the tax im-
posed by section 290.06, subdivision 1, equal to the sum of:

(1) placement fees paid to a job training program upon hiring aqualified graduate of
the program; and

(b) The maximum placement fee qualifying for a credit under this section is $8,000
per qualified graduate in the year hired. The maximum retention fee qualifying for a cred-
it under this section is $6,000 per qualified graduate retained as an employee per year.
Only retention fees paid in the second and third years after the qualified graduate is hired

(¢) A credit is allowed only up to the dollar amount of certificates, issued under sub-
division 4, and provided by the job training program to the taxpayer.
Subd. 2. QUALIFIED JOB TRAINING PROGRAM. (a) To qualify for credits

under this section, a job training program must satisfy the following requirements:

. (1) It must be operated by a nonprofit corporation that qualifies under section
501(c)(3) of the Internal Revenue Code.

(2) The organization must spend at least $5,000 per graduate of the program.

(3) The program must provide education and training in:

(i) basic skills, such as reading, writing, mathematics, and communications;

(ii) thinking skills, such as reasoning, creative thinking, decision making, and prob-
lem solving; and
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(iii) personal qualities, such as responsibility, self-esteem, self-management, hon-
esty, and integrity.

(4) The program must provide income supplements, when needed, to participants
for housing, counseling, tuition, and other basic needs.

(5) The education and fraining course must last for at least six months.

(6) Individuals served by the program must:

(ii) have had federal adjusted gross income of no more than $10,000 per year in the
Jast two years;

(iii) have assets Qg no more than $5,000, excluding the value of a homestead; and

(iv) not have been claimed as a dependent on the federal tax return of another person

(7) The program must charge placement and retention fees that exceed the amount

of credit certificates provided to the employer by at least 20 percent.

(b) The program must be certified by the commissioner of children, families, and
learning as meeting the requirements of this subdivision.

Subd. 3. QUALIFIED GRADUATE. A qualified graduate is a graduate of a job

training program qualifying under subdivision 1 1, who is placed in a job in Minnesota that
pays at least $9 per hour or its equivalent. To qualify for a credit under this section for a

retention fee, a job in which the graduate is refained must pay at least $10 per hour at the

credit.

Subd. 4. DUTIES OF PROGRAM. (a) Bach program certified by the commis-
sioner under subdivision 2 must comply with the requirements of this subdivision.

(b) Bach program must maintain records for each graduate for which the program
provides a credit certificate to an employer. These fecords must include information suf-
ficient to verify the graduate’s eligibility under this section, identify the employer, de-
scribe the jobincluding ifs compensation rate and benefits, and determine the amount of
placement and retention fees received. T T - -

(c) Each program must report fo the commissionet of revenue by January 1, 1999,
and by January 1, 2001, on its use of the credit. Each report must include, at least, in-

formation on:

(1) the number of graduates placed;

(2) demographic information on the graduates;

(3) the types of position in which each graduate is placed, including compensation
information;
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(5) the amount of employer fees paid to the program;

(6) the amount of money raised by the program from other sources; and

(7) the types and sizes of employers with which graduates have been placed and re-
tained.

(d) The commissioner shall compile and summarize this information and report to
the legislature by February 15 1999, and Tebruary 15, 2001.

Subd S. ISSUANCE OI‘ CREDIT CERTIFICATES. (a) The total amount of

A e e — . —

cember 31, 1996, and before January 1, 2002 The commissioner may issue under p para-
graph (b) no more than the specified amount of certificates for taxable years beginning

during each calendar year:

1997 $100,000
1998 $200,000
1999 $300,000
2000 $300,000
2001 $300,000

, Unused certificates for a taxable year carty over and may be used for a later taxable

no greater than the dollar amount apphed for, and reflects the commissioner’s estlmate-of
the job training pr program’s projected fees for placements and retentions of qualifying
gr graduates. The commissioner shall issue the certificates in the order i in which applica-
tions are received until the available authority has been issued.

(c) To the extent available, the job training program must provide to employers of its
qualified graduates certificates issued by the commissioner of children, families, and
learning under this subdivision.

Subd. 6. NONREFUNDABLE, The taxpayer must use the tax credit for the taxable
yearin which the certificate is issued to o the the employer. The credit for the taxable year may
not exceed the Lz Hiability for tax under section 290.06, subdivision 1, 1, for the taxable year,

before reduction by thc nonrefundable credits allowed under this chapter.

Subd. 7. MANNER OF CLAIMING. The commissioner shall prescribe the man-
ner in which the credit may be claimed. This may include allowing | the credit only asa

separately processed claim for a refund.

Subd. 8. EXPIRATION. This section expires effective for taxable years beginning
after December 31, 2001.

Sec. 9. Minnesota Statutes 1996, section 290.191, subdivision 4, is amended to read:

Subd. 4, APPORTIONMENT FORMULA FOR CERTAIN MAIL ORDER
BUSINESSES. If the business of a corporation, partnership, or propnetorshlp consists
exclusively of the selling of tangible personal property and services in response to orders
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received by United States mail ox, telephone, facsimile, or other electronic media, and 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 connection with its 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 subdivi-
sion:

(1) the sale not in the ordinary course of business of tangible or intangible assets
used in conducting business activities must be disregarded; and

(2) property and payroll at a distribution center outside of Minnesota are disre-
garded if the sole activity at the distribution center is the filling of orders, and no solicita-
tion of orders occurs at the distribution center.

Sec. 10. Minnesota Statutes 1996, section 290.92, is amended by adding a subdivi-
sion to read:

Subd. 30. REGISTRATION; THIRD-PARTY BULK FILER. (a) For purposes
of this subdivision, the following terms have the meanings given:

@ Notwithstanding section 290.01, “person” means an individual, fiduciary, part-
nership, corporation, limited liability company, association, or other entity organized un-
der the laws of this state or any other jurisdiction.

(c) A person may apply to the commissioner, on a form prescribed by the commis-

sioner, for registration as a third—party bulk filer under this subdivision, and the commis-
sioner shall grant the application if the application indicates that the person will comply

with this subdivision. T -

client obligations in an account separate from the third—party bulk filer’s own funds;

(2) permit the commissioner to conduct scheduled or unscheduled audits of the

third—party bulk filer’s books and records relating to compliance with this subdivision
and fully cooperate with the audits or, at the discretion of the commissioner, submit an

(3) file returns electronically and make deposits electronically with the commis-
sioner in compliance with the commissioner’s requirements for electronic filing and de-
positing;

(4) provide to the commissioner at least monthly, in the form requested by the com-
missioner, an updated client list that includes at least the name, address, tax identification
number, and federal deposit frequency of each client. The address listed for the client
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must be the client’s actual street or post office box address and not the third-party bulk
filer’s address; i

(5) disclose in writing to prospective clients that:

(i) the third—party bulk filer may invest client funds prior to depositing them with the
commissioner and with the Internal Revenue Service and that earnings from those invest-
ments will be the property of the third—party bulk filer;

(i) if the third—party bulk filer incurs losses on those investments or uses the client’s
funds for other purposes, the third—party bulk fier will still be iable to the client for the

amounts withheld but will be able to make required tax deposits on behalf of the client

only by using the third—party bulk filer’s own funds or other assels fo replace the funds
lost through the investments or used for other purposes; and

(iif) no state or federal agency monitors or assumes any responsibility for the finan-
cial solvency of third—party bulk filers;

(6) timely file all returns and timely make all tax deposits required under its con-

tracts with its clients;

(7) upon request, provide to the commissioner, within the time specified in the re-
quest, a copy of any coniract with a client; and

(8) comply with all other requirements of this section or of rules adopted under this
gsection. T T T

@_) When the commissioner sends an order of assessment issued under section
289A.37, in ejther paper or electronic form, to a third—party bulk filer regarding a client,

the commissioner shall also send a paper copy of the order of assessment to the client.

(£) If the commissioner determines that a required deposit appears not to have been
made, the commissioner shall send a written notice of the delinquency, in electronic or
paper form, to the third—party bulk filer, and a copy to the client as required under para-
graph @

(g) If the commissioner determines that a required deposit has not been made, and

that continued operation of the third~party bulk filer would present a risk of 10ss to its

clients, the commissioner may, upon ten business days’ written notice by certified mail to
the third--party bulk filer, suspend the registration of the third—party bulk filer for an in-

definite period, and notify the third—patty bulk filer’s clients that the registration has ben
suspended. A registration may not be suspended if the failure to make a deposit was
caused by the client’s failure to deposit funds or provide the information necessary to cal-
culate appropriate tax withholding payments. The commissioner shall, upon request,
provide the third-party bulk filer with the opportunity for an administrative appeal under

section 289A.65, subdivisions 1, 4, and 10, prior to suspension; the hearing, if any, on the
administrative appeal must occur within the ten—day period uniess the commissioner, in
the commissioner’s sole discretion, agrees to delay the suspension to permit a later hear-
ing. The 60—day period specified in section 289A.65, subdivision 4, doos not apply to a
proceeding under this paragraph. Within 30 days after the beginning of a suspension un-
der this paragraph, the commissioner may commeénce a proceeding t6 suspend or revoke
under paragraph (h); if the commissioner fails to do so, the suspension under this para-

graph terminates. T
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(h) If the commissioner determines, in compliance with paragraph (i), that a third—

party bulk filer has violated this section without reasonable cause or is no longer eligible

for registration under this subdivision, the commissioner may suspend or revoke the

third—party bulk filer’s regisiration or may assess a Civil penalty upon the third—party

bulk filer, not to exceed $5,000 per violation. A suspension of registration may be for any
period of less than six months and may include,conditions for reinstatement. If the com-

missioner revokes the registration, the third—party bulk filer may not apply for reregistra-
tion for six months after the revocation. If the commissioner suspends or revokes a regis-
iration, the commissioner shall notity the former registrant’s clients that the registration
has been suspended or revoked. If the commissioner assesses  Civil penalty, the commis-

sioner shall not notify the third—party bulk filer’s clients of the assessment.

(i) Prior to a suspension, revocation, or assessment of a civil penalty under para-

graph (), the commissioner shall first provide 30 days” written notice to the third—party
bulk filer, specifying the violations and informing the third—party bulk filer that the com-
Iissioner infends, based upon fhose violations, to take action against the third—party bulk
filer as permiticd under this paragraph and paragraph (h). The notice shall advise the
third—party bulk filer of the right fo contest the suspension, revocation, or assessment ofa
civil penalty and of the general procedures for a contested case hearing under chapter 14.
The notice may be served personally or by mail in the manner prescribed for service of an
order of assessment issued under section 289A.37. A suspension or revocation of regis-
tration under this paragraph js effective when the coramissjoner serves a notice of sus-
pension or revocation upon the third—party bulk filer aftor 30 days have passed following
the date of the notice of imtent to suspend or revoke without the third—party bulk filer re-
questing a hearing, If a hearing is timely requested and held, fhe suspension or revocation
is effective upon service by the commissjoner of an order of suspension or revocation

under section 14.62, subdivision 1.

(j) A third—party bulk filer may terminate its registration by written notice to the
commissioner, but the fermination does not affect the commissioner’s authority to begin
or continue a proceeding to take action permitted under paragraph (h). The commissioner

shall notify the third—party bulk filer’s clients of a termination of registration under this

paragraph.

) (k) The commissioner shall remind employers at least annually, through the depart-
ment’s regular informational publications that it sends to employers, that employers may
telephone the department to determine whether a required filing or deposit has been made

Sec. 11. Minnesota Statutes 1996, section 290A.03, subdivision 7, is amended to
read:

Subd. 7. DEPENDENT. “Dependent” means any person who is considered a de-
pendent under sections 151 and 152 of the Internal Revenue Code. In the case of a son,
stepson, daughter, or stepdaughter of the claimant, amounts received as an aid to families
with dependent children grant, allowance to or on behalf of the child, or as a grant or al-

lowance to-or on behalf of the child under the successor program pursuant (o PublicLaw
Number 104—193, surplus food, or other relief in kind supplied by a governmental
agency must not be taken into account in determining whether the child received more

than half of the child’s support from the claimant.
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Sec. 12. Minnesota Statutes 1996, section 290A.03, subdivision 11, is amended to
read:

Subd. 11. RENT CONSTITUTING PROPERTY TAXES. “Rent constituting
property taxes” means the amount of gross rent actually paid in cash; or its equivalent;
which is atiributable (a) to the propexty tax paid on the unit ot (b) to the amount 18 percent-
of the gross rent actually paid in cash, or its equivalent, or the portion of rent paid in liew of
property taxes, in any calendar year by a claimant for the right of occupancy of the claim-
ant’s Minnesota homestead in the calendar year, and which rent constitutes the basis, in
the succeeding calendar year of a claim for relief under this chapter by the claimant. The
amount of rent attributable to property taxes paid or payments in lieu made on the unit
shall be determined by multiplying the gross rent paid by the claimant for the calendar
year for the unit by a fraction; the numerator of which is the net tax on the property where
theuﬂitisleeatedaﬂdthedeneminaterefwhiehist—hetetalsehedu;edren&lnneeasemay
the rent constituting property taxes exceed 50 percent of the gross rent paid by the elaim-
ant dusing that calendar year. In the case of a claimant who resides in a unitforwhich (D a
rent subsidy is paid to; or for; the claimant based on the income of the claimant of the
claimant’s family; or @as%ﬁdyispaidteapubﬁeheusi&;gau@heﬁtythatewasefepep-
ates the daimanﬁsmtalunigpufsuamteummdsmtes@de;ﬁﬂe%seeﬁen%-%
pereent of gross rent actually paid in cash or its equivalent shall be the claimant’s “rent
constituting property taxes paid.2 For purposes of this subdivision; “rent subsidy” does
net include any housing assistance received under aid to families with dependent chil-
dren; gencral assistance; Minnesota supplemental assistance; supplemental secuzity in~
come; or similar income maintenanee programs:

Sec. 13. Minnesota Statutes 1996, 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 on a claim-
ant’s homestead before reductions made under section 273.13 but after deductions made
under sections 273.135, 273.1391, 273.42, subdivision 2, and any other state paid proper-
ty tax credits in any calendar year. In the case of a claimant who makes ground lease pay-
ments, “property taxes payable” includes the amount of the payments directly attribut-
able 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 273.125, subdivision 8, and for homesteads which are park
trailers taxed as manufactured homes under section 168.012, subdivision 9, “property
taxes payable” shall also include the ameunt 18 percent of the gross rent paid in the pre-
ceding year for the site on which the homestead is located; which is atiributable to the net
taxpaidenthesite:&cheameunta&ébu%abletepmpeﬁytaxesshallbedetermﬁwdbymal— .
ﬁplyingtheaetmxen%hepawelbyaﬁaeﬁen;thémmemmefwhiehisthegfess@ﬁ
paidfeptheealenda;yea;feﬂhesiteandthedeneminatereiwhiehisthegwssmn@paid
for the calendar year for the pareel. When a homestead is owned by two or more persons
as joint tenants or tenants in common, such tenants shall determine between them which
tenant may claim the property taxes payable on the homestead. If they are unable to agree,
the matter shall be referred to the commissioner of revenue whose decision shall be final.
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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 23 273.124, on or before December 15 of the assessment year
to which the “property taxes payable” relate; or (ii) the claimant must provide documen-
tation from the local assessor that application for homestead classification has been made
on or before December 15 of the year in which the “property taxes payable” were payable
and that the assessor has approved the application.

Sec. 14. Minnesota Statutes 1996, section 290A.04, is amended by adding a subdi-
vision to read:

Subd. 2j. SEASONAL RESIDENT TAL RECREATIONAL CREDIT. If the net
property taxes payable on a seasonal residential recreational property not used for com-
mercial purposes, classified under section 273.13, subdivision 25, increase more than ten
percent over its net property taxes payable in the previous year, and if the amount of the

increase is $100 or more, 2 claimant who is an owner of the property in both years is al-
lowed a credit under section 290.06, subdivision 25, equal to 75 percent of the first $300
oF the excess of the increase over ten percent. This subdivision does not apply to the por-

tion of an increase in taxes payable that are atéributable to improvements to the property.

In addition to the other proofs required by this chapter, each claimant under this sub-
division shall file with the application a copy of the property tax statement for property

taxes payable in the current year and the previous year and any other documents required
by the commissioner.

For purposes of this subdivision, “net property taxes payable” means property taxes
payable minus credit amounts for which a claimant gualify’s under this subdivision for
the previous year.

The credit under this subdivision is effective for property taxes payable in 1998, for
credits under section 290,06, subdivision 25, for tax year 1998, income tax returns filed
T 1999; and for property faxes payable in 1999, for credits under section 290.06, subdivi-
sion 25, for tax year 1999, income tax retums filed in 2000.

Sec. 15. Minnesota Statutes 1996, section 290A.19, is amended to read:

290A.19 OWNER OR MANAGING AGENT TO FURNISH RENT CERTIFI-
CATE.

() The owner or managing agent of any property for which rent is paid for occupan-
cy as a homestead must furnish a certificate of rent constituting property tax paid toaper-
son who is a renter on December 31, in the form prescribed by the commissioner. If the
renter moves before December 31, the owner or managing agent may give the certificate
1o the renter at the time of moving, or mail the certificate to the forwarding address if an
address has been provided by the renter. The certificate must be made available to the
renter before February 1 of the year following the year in which the rent was paid. The
owner or managing agent must retain a duplicate of each certificate or an equivalent rec-
ord showing the same information for a period of three years. The duplicate or other rec-
ord must be made available to the commissioner upon request. For the purposes of this
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section, “owner” includes a park owner as defined under section 327C.01, subdivision 6,
and “property” includes a lot as defined under section 327C.01, subdivision 3.

(b) Fhe certificate of rent constituting property taxes must include the address of the
property; inchuding the county; and the property tax parcel identification number and any
additional information that the commissioner determines is appropriate.

{c) If the owner or managing agent fails to provide the renter with a certificate of rent
constituting property taxes; the commissioner shall allocate the net tax on the building to
the unit on a square footage basis or other approptiate basis as the commissioner deter-
mines: The renter shall supply the commissioncr with a statement from the county trea-
surer that gives the amount of property tax on the parcel; the address and properiy tax
pareel identification number of the propesty; and the sumber of units in the building.

(d) By January 31 of the yoar following the year in which the rent was collected;
eaehewnerermaﬂagiﬂgagentshanrepepttetheeemmissimenafempreseﬂbedby
theeeﬂnnissiener%heﬂettaxpeﬁaiaiagtethe&eatal%esidenﬁalpaﬁeﬁhepfepe%ﬁw
total scheduled rent; and the fraction computed under section 290A-03; subdivision 11 A
copy of the property tax statement for taxes payable in that year must be attached:

Sec. 16. Laws 1995, chapter 255, article 3, section 2, subdivision 1, as amended by
Laws 1996, chapter 464, article 4, section 1, is amended to read:

Subdivision 1. URBAN REVITALIZATION AND STABILIZATION ZONES.
(a) By September 1, 1995, the metropolitan council shall designate one or more urban
revitalization and stabilization zones in the metropolitan area, as defined in section
473.121, subdivision 2. The designated zones must contain no more than 1,000 single
family homes in total. In designating urban revitalization and stabilization zones, the
council shall choose areas that are in transition toward blight and poverty. The council
shall use indicators that evidence increasing neighborhood distress such as declining res-
idential property values, declining resident incomes, declining rates of owner—occupan-
¢y, and other indicators of blight and poverty in determining which areas are to be urban
revitalization and stabilization zones.

(b) An urban revitalization and stabilization zone is created in the geographic area
composed entirely of parcels that are in whole or in part located within the 1996 65Ldn
contour surrounding the Minneapolis-St. Paul International Airport, or within one mile
of the boundaries of the 1996 65Ldn contour. For residents of the zone created under this
paragraph, eligibility for the program as provided in subdivision 2 is limited to persons
buying and occupying a residence in the zone after June 1, 1996, who have entered into

purchase agreements related to those homes before July 1, 1997,

Sec. 17. Laws 1997, chapter 34, section 2, is amended to read:
Sec. 2. EFFECTIVE DATE.

Section 1 is effective the day following final enactment for time limitations which
expire or due dates specified in Minnesota Statutes, section 289A.20, which fall in the
period between March 31, 1997, and May 30, 1997,

Sec. 18. LEGISLATIVE TAX STUDIES.

Subdivision 1. COMMISSION RESPONSIBILITIES, (a) The legislative coor-
dinating commission shall prepare studies of business taxation and the taxation of tels-
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communications services during the 1997-98 legislative session, as provided by this sec-
tion. The commission is responsible for managing any contracts under this section and
for preparing the studies. It may delegate any or all of its responsibilities under this sec-

tion to the legislative commission on planning and fiscal policy.

(b) For the business tax study under subdivision 2, the commission may appoint a
formal or informal bipartisan working group of house and senate members to oversee and

coordinate the study.

(c) For the study of the taxation of telecommunications services under subdivision
4, the commission shall appoint a bipartisan working group that includes house and sen-
ate mombers and members of the public, at least two of whom are representatives of Inter-
el service businesses who are knowledgeable about the technologies and practices of the
Intérnet and at least two of whom are the representatives of businesses that conduct com-
merce on the Infernet. T -

Subd. 2. BUSINESS TAX STUDY. The study of business taxes must analyze the
following taxes paid by businesses:

(1) the corporate franchise tax;

Q_) the sales tax on capital or other business inputs;

(3) the personal property tax on utility property;

The study must consider the impact of alternative methods of taxing business and
the impact of doing so on the faimness, efficiency, simplicity, elasticity, and stability of

revenues, and competitiveness of Minnesota’s taxation of business.

Subd. 3. APPROPRIATION. $50,000 is appropriated from the general fund for
fiscal years 1998 and 1999 to the legislative coordinating commission to study alterna-
tive methods of taxing businesses. This appropriation may be used to hire a consultant or

consultants to prepare all or part of the sfudy and is fully available in either fiscal year.

ing group shall: T T

(1) study existing and emerging tax policies, both federally and nationally, that ap-
ply to telecommunications and computer industries and identify any inequities which
may exist in the current system of taxation as it applies to those industries;

(2) identify potential for erosion of the sales tax base as a result of evolving technol-

ogies in the telecommunications and computer industries;

(3) consider methods of addressing potential impediments to extension of state
taxes to emerging technologies;

(4) suggest options for changing the tax system to maintain or broaden the sales f_a§
base and to provide equitable tax treatment for users of existing and emerging technolo-
gies.

Subd. 5. STAFFING. The department of revenue shall provide administrative and

staff assistance when requested by the commissions or working groups.
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Sec. 19. REPEALER.

Sec. 20. EFFECTIVE DATE.

Sections 1, 5, 6, 11, 16, and 18 are effective the day following final enactment.

Sections 2 to 4, and 9 are effective for taxable years beginning after December 31,
1996, T T — _ —

Section 7 is effective for taxable years beginning after December 31, 1998,

Section 8is effective for tax credit certificates issued after December 31, 1996, and
used in taxable years beginning after December 31, 1996.

Section 10 is effective January 1, 1998.

Sections 12, 13, 15, and 19 are effective beginning for property tax refunds based on
rent paid after December 31, 1996.

Section 17 is effective April 16, 1997.

ARTICLE 6
FEDERAL UPDATE

Section 1. Minnesota Statutes 1996, section 289A.02, subdivision 7, is amended to
read:

Subd. 7. INTERNAL REVENUE CODE. Unless specifically defined otherwise,
“Internal Revenue Code” means the Internal Revenue Code of 1986, as amended through
Mareh 22 December 31, 1996, and includes the provisions of section 1(a) and (b) of Pub-
lic Law Number 104—117.

Sec. 2. Minnesota Statutes 1996, section 290,01, subdivision 19, is amended toread:

Subd. 19. NET INCOME. The term “net income” means the federal taxable jn-
come, as defined in section 63 of the Internal Revenue Code of 1986, as amended through
the date named in this subdivision, incorporating any elections made by the taxpayer in
accordance with the Internal Revenue Code in determining federal taxable income for

federal income tax purposes, and with the modifications provided in subdivisions 19a to
19f£.

In the case of a regulated investment company or a fund thereof, as defined in sec-
tion 851(a) or 851(h) of the Internal Revenue Code, federal taxable income means invest-
ment 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
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(2) the deduction for dividends paid under section 852(b)(2)(D) of the Internal Rev-
enue Code must be applied by allowing a deduction for capital gain dividends and ex-
empt—interest dividends as defined in sections 852(b)(3)(C) and 852(b)(5) of the Internal
Revenue Code; and

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

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

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

ternal 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. The provisions of sec-
tions 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, the provisions of sections 1001, 1002, 1003, 1004,
1005, 1006, 1008, 1009, 1010, 1011, 10114, 1011B, 1012, 1013, 1014, 1015, 1018,
2004, 3041, 4009, 6007, 6026, 6032, 6137, 6277, and 6282 of the Technical and Miscel-
laneous Revenue Act of 1988, Public Law Number 100-647, and the provisions of sec-
tions 7811, 7816, and 7831 of the Omnibus Budget Reconciliation Act of 1989, Public
Law Number 101-239, and the provisions of sections 1305, 1704(r), and 1704(e)(1) of
the Small Business Job Protection Act, Public Law Number 104—188, shall be effective at
the time they become effective for federal income tax purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1987, shall
be in effect for taxable years beginning after December 31, 1987. The provisions of sec-
tions 4001, 4002, 4011, 5021, 5041, 5053, 5075, 6003, 6008, 6011, 6030, 6031, 6033,
6057, 6064, 6066, 6079, 6130, 6176, 6180, 6182, 6280, and 6281 of the Technical and
Miscellaneous Revenue Act of 1988, Public Law Number 100647, the provisions of
sections 7815 and 7821 of the Omnibus Budget Reconciliation Act of 1989, Public Law
Number 101239, and the provisions of section 11702 of the Revenue Reconciliation Act
of 1990, Public Law Number 101-508, shall become effective at the time they become
effective for federal tax purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1988, shall
be in effect for taxable years beginning after December 31, 1988. The provisions of sec-
tions 7101, 7102, 7104, 7105, 7201, 7202, 7203, 7204, 7205, 7206, 7207, 7210, 7211,
7301, 7302, 7303, 7304, 7601, 7621, 7622, 7641, 7642, 7645, 7647, 7651, and 7652 of
the Omnibus Budget Reconciliation Act of 1989, Public Law Number 101239, the pro-
vision of section 1401 of the Financial Institutions Reform, Recovery, and Enforcement
Act of 1989, Public Law Number 101-73, and the provisions of sections 11701 and
11703 of the Revenue Reconciliation Act of 1990, Public Law Number 101508, and the
provisions of sections 1702(g) and 1704(f)(2)(A) and (B) of the Small Business Job

Protection Act, Public Law Number 104188, shall become effective at the time they be-
come effective for federal tax purposes.
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The Internal Revenue Code of 1986, as amended through December 31, 1989, shall
be in effect for taxable years beginning after December 31, 1989. The provisions of sec-
tions 11321, 11322, 11324, 11325, 11403, 11404, 11410, and 11521 of the Revenue Rec-
onciliation Act of 1990, Public Law Number 101-508, and the provisions of sections
13224 and 13261 of the Omnibus Budget Reconciliation Act of 1993, Public Law Num-
ber 10366, shall become effective at the time they become effective for federal pur-
poses.

The Internal Revenue Code of 1986, as amended through December 31, 1990, shall
be in effect for taxable years beginning after December 31, 1990,

The provisions of section 13431 of the Omnibus Budget Reconciliation Act of
1993, Public Law Number 10366, shall become effective at the time they became effec-
tive for federal purposes.,

The Internal Revenue Code of 1986, as amended through December 31, 1991, shall
be in effect for taxable years beginning after December 31, 1991,

The provisions of sections 1936 and 1937 of the Comprehensive National Energy
Policy Act of 1992, Public Law Number 102486, and the provisions of sections 13101,
13114, 13122, 13141, 13150, 13151, 13174, 13239, 13301, and 13442 of the Omnibus
Budget Reconciliation Act of 1993, Public Law Number 103-66, shall become effective
at the time they become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1992, shall
be in effect for taxable years beginning after December 31, 1992,

The provisions of sections 13116, 13121, 13206, 13210, 13222, 13223, 13231,
13232, 13233, 13239, 13262, and 13321 of the Omnibus Budget Reconciliation Act of
1993, Public Law Number 103-66, and the provisions of sections 1703(a), 1703(d),
1703(3), 1703(1), and 1703(m) of the Small Business Job Protection Act, Public Law
Number 104188, shall become effective at the time they become effective for federal
purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1993, shall
be in effect for taxable years beginning after December 31, 1993.

The provision of section 741 of Legislation to Implement Uruguay Round of Gener-
al Agreement on Tariffs and Trade, Public Law Number 103—465, and the provisions of
sections 1, 2, and 3, of the Self-Employed Health Insurance Act of 1995, Public Law
Number 1047, the provision of section 501(b)(2) of the Health Insurance Portability and
Accountability Act, Public Law Number 104—197, and the provisions of sections 1604
and 1704(p)(1) and (2) of the Small Business Job Protection Act, Public Law Number

104188, shall become effective at the time they become effective for federal purposes.

'The Internal Revenue Code of 1986, as amended through December 31, 1994, shall
be in effect for taxable years beginning after December 31, 1994.

The provisions of sections 1119(a), 1120, 1121, 1202(a), 1444, 1449(b), 1602(a),
1610(a), 1613, and 1805 of the Small Business Job Protection Act, Public Law Number
104188, and the provision of section 511 of the Health Insurance Portability and Ac-

countability Act, Public Law Number 104-191, shall become effective at the time they
become effective for federal purposes. o
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The Internal Revenue Code of 1986, as amended through March 22, 1996, is in ef-
fect for taxable years beginning after December 31, 1995.

The provisions of sections 1113(a), 1117, 1206(a), 1313(a), 1402(a), 1403(a), 1443,
1450, 1501(a), 1605, 1611(a), 1612, 1616, 1617, 1704(1), and 1704(m) of the Small Busi-
ness Job Protection Act, Public Law Number 104188, and the provisions of Public Law
Number 104—117 become effective at the time they become effective for federal pur-

poses.

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

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

Sec. 3. Minnesota Statutes 1996, section 290.01, subdivision 19a, is amended to
read: A

Subd. 19a. ADDITIONS TO FEDERAL TAXABLE INCOME. For individuals,
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 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) of the Internal Reve-
nue Code, except the portion of the exempt—interest dividends derived from inferest in-
come on obligations of the state of Minnesota or its political or governmental subdivi-
sions, 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 regu-
lated investment company as defined in section 851(a) of the Internal Revenue Code, or
the fund of the regulated investment company as defined in section 851(h) of the Internal
Revenue Code, making the payment; and ’

(iii) for the purposes of items (i) and (ii), interest on obligations of an Indian tribal
government described in section 7871(c) of the Internal Revenue Code shall be treated as
interest income on obligations of the state in which the tribe is located;

(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. For the pur-
pose of this paragraph, the disallowance of itemized deductions under section 68 of the
Internal Revenue Code of 1986, income tax is the last itemized deduction disallowed;

(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 99-5 14,

applies; and
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(4) the amount of income taxes paid or accrued within the taxable year under this
chapter and income taxes paid to any other state or any province or territory of Canada, to
the extent allowed as a deduction in determining federal adjusted gross income. For the
purpose of this paragraph, income taxes do not include the taxes imposed by sections
290.0922, subdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729;;

1366 of the Internal Revenue Code flowing from a corporation that has a valid election in
effect for the taxable year under section 1362 of the Internal Revenue Code, but which is

not allowed o be an “S” corporation under seciion 290.9725; and

(6) the amount of any distributions in cash or property made to a shareholder during

the taxable year by a corporation that has a valid election In effect for the taxable year
under section 1362 of the Internal Revenue code, but which is not allowed to be an“S”
corporation under section 290.9725 to the extent not already included in federal taxable

income under section 1368 of the Intérnal Revenue Code.

Sec. 4. Minnesota Statutes 1996, 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 taxabie income:

(1) interest income on obligations of any authority, commission, or instrumentality
of the United States to the extent includable in taxable income for federal income tax pur-
poses 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;

(3) the amount paid to others not to exceed $650 for each dependent in grades kin-
dergarten to 6 and $1,000 for each dependent in grades 7 to 12, for tuition, textbooks, and
transportation of each dependent in attending an elementary or secondary school situated
in Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, wherein a resident of
this state may legally fulfill the state’s 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 materials
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 instifl such tenets, doc-
trines, or worship, nor does it include books or materials for, or transportation to, extra-
curricular activities including sporting events, musical or dramatic events, speech activi-
ties, 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 Inter-
nal Revenue Code;

(4) to the extent included in federal taxable income, distributions from a qualified
governmental pension plan, an individual retirement account, simplified employee pen-
sion, or qualified plan covering a self-employed person that represent a return of con-
tributions that were included in Minnesota gross income in the taxable year for which the
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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 con-
tributions until the contributions included in Minnesota gross income have been ex-
hausted. This subtraction applies only to contributions made in a taxable year prior to

1985;
(5) income as provided under section 290.0802;

(6) the amount of unrecovered accelerated cost recovery system deductions allowed
under subdivision 19g;

(7) to the extent included in federal adjusted gross income, income realized on dis-
position of property exempt from tax under section 290.491;

(8) to the extent not deducted in determining federal taxable income, the amount
paid for health insurance of self-employed individuals as determined under section
162(1) of the Internal Revenue Code, except that the 25 percent limit does not apply. If the
taxpayer deducted insurance payments under section 213 of the Internal Revenue Code
of 1986, the subiraction under this clause must be reduced by the lesser of:

(i) the total itemized deductions allowed under section 63(d) of the Internal Revenue
Code, less state, local, and foreign income taxes deductible under section 164 of the Inter-
nal Revenue Code and the standard deduction under section 63(c) of the Internal Reve-

nue Code; or

(ii) the lesser of (A) the amount of insurance qualifying as “medical care” under sec-
tion 213(d) of the Internal Revenue Code to the extent not deducted under section 162(1)
of the Internal Revenue Code or excluded from income or (B) the total amount deductible
for medical care under section 213(a); and

(9) the exemption amount allowed under Laws 1995, chapter 255, article 3, section
2, subdivision 3+ :_1@

(10) the amount of income or gain included in federal taxable income under section
1366 of the Internal Revenue Code flowing from a corporation that has a valid election in
effect for the taxable year under section 1362 of the Internal Revenue Code which is not
allowed (0 bé an “S” corporation under scction 290.9725. T

Sec. 5. Minnesota Statutes 1996, section 290.01, subdivision 19f, is amended to
read:

Subd. 19f. BASIS MODIFICATIONS AFFECTING GAIN OR LOSS ON DIS-
POSITION OF PROPERTY. (a) For individuals, estates, and trusts, the basis of proper-
ty is its adjusted basis for federal income tax purposes except as set forth in paragraphs ®
and, (g) and (m). For corporations, the basis of property is its adjusted basis for federal
income tax purposes, without regard to the time when the property became subject to tax
under this chapter or to whether oui—of-state losses or items of tax preference with re-
spect to the property were not deductible under this chapter, except that the modifications
to the basis for federal income tax purposes set forth in paragraphs (b) to (j) are allowed to
corporations, and the resulting modifications to federal taxable income must be made in
the year in which gain or loss on the sale or other disposition of property is recognized.

(b) The basis of property shall not be reduced to reflect federal investment tax credit.
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(c) The basis of property subject to the-accelerated cost recovery system under sec-
tion 168 of the Internal Revenue Code shall be modified to reflect the modifications in
depreciation with respect to the property provided for in subdivision 19e. For certified
pollution control facilities for which amortization deductions were elected under section
169 of the Internal Revenue Code of 1954, the basis of the property must be increased by
the amount of the amortization deduction not previously allowed under this chapter.

(d) For property acquired before January 1, 1933, the basis for computing a gain is
the fair market value of the property as of that date. The basis for determining aloss is the
cost of the property to the taxpayer less any depreciation, amortization, or depletion, ac-
tually sustained before that date. If the adjusted cost exceeds the fair market value of the
property, then the basis is the adjusted cost regardless of whether there is a gain or loss.

(e) The basis is reduced by the allowance for amortization of bond premium if an
election to amortize was made pursuant to Minnesota Statutes 1986, section 290.09, sub-
division 13, and the allowance could have been deducted by the taxpayer under this chap-
ter during the period of the taxpayer’s ownership of the property.

(f) For assets placed in service before January 1, 1987, corporations, partnerships, or

individuals engaged in the business of mining ores other than iron ore or taconite concen-

., trates subject to the occupation tax under chapter 298 must use the occupation tax basis of
property used in that business.

(&) For assets placed in service before January 1, 1990, corporations, partnerships,
or individuals engaged in the business of mining iron ore or taconite concentrates subject
to the occupation tax under chapter 298 must use the occupation tax basis of property
used in that business.

() In applying the provisions of sections 301(c)3)(B), 312(f) and (g), and
316(a)(1) of the Internal Revenue Code, the dates December 31, 1932, and January 1,
1933, shall be substituted for February 28, 1913, and March 1, 1913, respectively.

(i) In applying the provisions of section 362(a) and (c) of the Internal Revenue Code,
the date December 31, 1956, shall be substituted for June 22, 1954.

(j) The basis of property shall be increased by the amount of intangible drilling costs
not previously allowed due to differences between this chapter and the Internal Revenue
Code.

(k) The adjusted basis of any corporate partner’s interest in a partnership is the same
as the adjusted basis for federal income tax purposes modified as required to reflect the
basis modifications set forth in paragraphs (b) to (j). The adjusted basis of a partnership in
which the partner is an individual, estate, or trust is the same as the adjusted basis for fed-
eral income tax purposes modified as required to reflect the basis modifications set forth
in paragraphs (f) and (g).

(1) The modifications contained in paragraphs (b) to (j) also apply to the basis of
property that is determined by reference to the basis of the same property in the hands of a
different taxpayer or by reference to the basis of different property.

(m) If a corporation has a valid election in effect for the taxable year under section
1362 of the Internal Revenue Code, but is not allowed to be an “S” corporation under

section 290.9725, and the corporationis liquidated or the individual shareholder disposes
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" of the stock and there is no capital loss reflected in federal adjusted gross income because
of the Fact that corporate losses have exhausted the shareholders’ basis for federal pur-
poses, the sharcholders shall be entitled to a capital loss commensurate to their Minnesota
basis for the stock.

Sec. 6. Minnesota Statutes 1996, section 290.01, subdivision 19g, is amended to

read:

Subd. 19g. ACRS MODIFICATION FOR INDIVIDUALS. (a) An individual is
allowed a subtraction from federal taxable income for the amount of accelerated cost re-
covery 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.

(b) In the event of a sale or exchange of the propetty, a deduction is allowed equal to
the lesser of (1) the remaining amount that would be allowed as a deduction under para- *
graph (a) or (2) the amount of capital gain recognized and the amount of cost recovery
deductions that were subject to recapture under sections 1245 and 1250 of the Internal
Revenue Code of 1986 for the taxable year.

(¢) In the case of a corporation electing S corporation status under section 1362 of
the Internal Revenue Code treated as an “S” corporation under section 290.9725, the
amount of the corporation’s cost recovery allowances that have been deducted in com-
puting federal tax, but have been added to federal taxable income or not deducted in com-
puting tax under this chapter as a result of the application of subdivision 19e, paragraphs
(a) and (c) or Minnesota Statutes 1986, section 290.09, subdivision 7, is allowed as a de-
duction to the shareholders under the provisions of paragraph (a).

Sec. 7. Minnesota Statutes 1996, section 290.01, subdivision 31, is amended to read:

Subd. 31. INTERNAL REVENUE CODE. Unless specifically defined otherwise,
“Internal Revenue Code” means the Internal Revenue Code of 1986, as amended through
Magch 22 December 31, 1996, and includes the provisions of section 1(a) and (b) of Pub-
lic Law Number 104-117.

Sec. 8. Minnesota Statutes 1996, section 290.014, subdivision 2, is amended to read:

Subd. 2. NONRESIDENT INDIVIDUALS. Except as provided in section
290.015, a nonresident individual is subject to the return filing requirements and to tax as
provided in this chapter to the extent that the income of the nonresident individual is:

(1) allocable to this state under section 290.17, 290.191, or 290.20;

(2) taxed to the individual under the Internal Revenue Code (or not taxed under the
Internal Revenue Code by reason of its character but of a character which is taxable under
this chapter) in the individual’s capacity as a beneficiary of an estate with income alloca-
ble to this state under section 290.17, 290.191, or 290.20 and the income, taking into ac-
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count the income character provisions of section 662(b) of the Internal Revenue Code,
would be allocable to this state under section 290.17, 290.191, or 200.20 if realized by the
individual directly from the source from which realized by the estate;

(3) taxed to the individual under the Internal Revenue Code (or not taxed under the
Internal Revenue Code by reason of its character but of a character that is taxable under
this chapter) in the individual’s capacity as a beneficiary or grantor or other person treated
as a substantial owner of a trust with income allocable to this state under séction 290.17,
290.191, or 290.20 and the income, taking into account the income character provisions
of section 652(b), 662(b), or 664(b) of the Internal Revenue Code, would be allocable to
this state under section 290.17, 290.191, or 290.20 if realized by the individual directly
from the source from which realized by the trust;

(4) taxed to the individual under the Internal Revenue Code (or not taxed under the
Internal Revenue Code by reason of its character but of a character which s taxable under
this chapter) in the individual’s capacity as a limited or general partner in a partnership
with income allocable to this state under section 290.17, 290.191, or 290.20 and the in-
come, taking into account the income character provisions of section 702(b) of the Inter-
nal Revenue Code, would be allocable to this state under section 290,17, 290.191, or
290.20 if realized by the individual directly from the source from which realized by the
partnership; or

(5) taxed to the individual under the Internal Revenue Code (or not taxed under the
Internal Revenue Code by reason of its character but of a character which is taxable under
this chapter) in the individual’s capacity as a shareholder of a corporation having a valid
eleetion in cffoct under section 1362 of the Internal Revenue Code treated as an “S” cor-
poration under section 290.9725, and income allocable to this state under section 290.17,
290.191, or 290.20 and the income, taking into account the income character provisions
of section 1366(b) of the Internal Revenue Code, would be allocable to this state under
section 290.17, 290.191, or 290.20 if realized by the individual directly from the source
from which realized by the corporation,

Sec. 9. Minnesota Statutes 1996, section 290.014, subdivision 3, is amended to read:

Subd. 3. TRUSTS AND ESTATES. Except as provided in section 290.015, a trust
or estate, whether resident or nonresident, is subject to the return filing requirements and
to tax as provided in this chapter to the extent that the income of the trust or estate is:

(1) altocable to this state under section 290.17, 290.191, or 290.20;

(2) taxed to the trust or estate under the Internal Revenue Code (or not taxed under
the Internal Revenue Code by reason of its character but of a character which is taxable
under this chapter) in its capacity as a beneficiary of a trust or estate with income alloca-
ble to this state under section 290.17, 290,191, or 290.20 and the income, taking into ac-
count the income character provisions of section 662(b) of the Internal Revenue Code,
would be aflocable to this state under section 290.17, 290.191, or 290.20 if realized by the

trust or beneficiary estate directly from the source from which realized by the distributing
estate;

(3) taxed to the trust or estate under the Internal Revenue Code (or not taxed under
the Internal Revenue Code by reason of its character but of a character which is taxable
under this chapter) in its capacity as a beneficiary or grantor or other person treated as a

New language is indicated by underline, deletions by strikcout.

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 231, Art. 6 LAWS of MINNESOTA for 1997 2516

substantial owner of a trust with income allocable to this state under section 290.17,
290.191, or 290.20 and the income, taking into account the income character provisions
of section 652(b), 662(b), or 664(b) of the Internal Revenue Code, would be allocable to
this state under section 290.17, 290.191, or 290.20 if realized by the beneficiary trust or
estate directly from the source from which realized by the distributing trust;

(4) taxed to the trust or estate under the Internal Revenue Code (or not taxed under
the Internal Revenue Code by reason of its character but of a character which is taxable
under this chapter) in its capacity as a limited or general partner in a partnership with in-
come allocable to this state under section 290.17, 290.191, or 290.20 and the income, tak-
ing into account the income character provisions of section 702(b) of the Internal Reve-
nue Code, would be allocable to this state under section 290.17, 290.191, or 290.20 if
realized by the trust or estate directly from the source from which realized by the partner-
ship; or

(5) taxed to the trust or estate under the Internal Revenue Code (or not taxed under
the Internal Revenue Code by reason of its character but of a character which is taxable
under this chapter) in its capacity as a shareholder of a corporation having a valid election
in effect under section 1362 of the Internal Revenue Code treated as an “S” corporation
under section 290.9725, and income allocable to this state under section 290.17,290.191,
or 290.20 and the income, taking into account the income character provisions of section
1366(b) of the Internal Revenue Code, would be allocable to this state under section
290.17, 290.191, or 290.20 if realized by the trust or estate directly from the source from

which realized by the corporation.

Sec. 10. Minnesota Statutes 1996, section 290.015, subdivision 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 be so precluded except for the fact that the
person stored tangible personal property in a state licensed facility under chapter 231.

(b) Ownership of an interest in the following types of property (including those con-
tacts with this state reasonably required to evaluate and complete the acquisition or dis-
position 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 determining 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, a financial asset securitization investment trust, or a regulated investment company
or a fund of a regulated investment company, as those terms are defined in the Internal

Revenue Code;

(2) an interest in money market instruments or securities as defined in section
290.191, subdivision 6, paragraphs (c) and (d);

(3) an interest in a loan-backed, mortgage-backed, or receivable-backed security
representing either: (i) ownership in a pool of promissory notes, mortgages, or receiv-
ables or certificates of interest or participation in such notes, mortgages, or receivables,

New language is indicated by underline, deletions by strikeeut-

Copyright © 1997 by the Office of thé Revisor of Statutes, State of Minnesota. All Rights Reserved.




. 2517 LAWS of MINNESOTA for 1997 Ch. 231, Art. 6

or (i) debt obligations or equity interests which provide for payments in relation to pay-
ments or reasonable projections of payments on the notes, mortgages, or receivables;

(4) an interest acquired from a person in assets described in section 290.191, subdi-
vision 11, paragraphs (e) to (1), subject to the provisions of paragraph (c), clause (2)(A);

(5) an interest acquired from a person in the right to service, or collect income from
any assets described in section 290.191, subdivision 11, paragraphs (e) to (1), subject to
the provisions of paragraph (c), clause (2)(A);

(6) an interest acquired from a person in a funded or unfunded agreement to extend
or guarantee credit whether conditional, mandatory, temporary, standby, secured, or
otherwise, subject to the provisions of paragraph (c), clause (2)(A);

(7) aninterest of a person other than an individual, estate, or trust, in any intangible,
tangible, real, or personal property acquired in satisfaction, whether in whole or in part, of
any asset embodying a payment obligation which is in default, whether secured or unse-
cured, the ownership of an interest in which would be exempt under the preceding provi-
sions of this subdivision, provided the property is disposed of within a reasonable period
of time; or

(8) amounts held in escrow or trust accounts, pursuant to and in accordance with the
terms of property described in this subdivision.

(c)(1) For purposes of paragraph (b), clauses (4) to (6), an interest in the type of as-
sets or credit agreements described is deemed to exist at the time the owner becomes le-
gally obligated, conditionally or unconditionally, to fund, acquire, renew, extend, amend,
or otherwise enter into the credit arrangement.

(2)(A) An owner has acquired an interest from a person in paragraph (b), clauses (4)
to (6), assets if:

(i) the owner at the time of the acquisition of the asset does not own, directly or indi-
rectly, 15 percent or more of the outstanding stock or in the case of a partnership 15 per-
cent or more of the capital or profit interests of the person from whom it acquired the as-
set;

(if) the person from whom the owner acquired the asset regularly sells, assigns, or
transfers interests in paragraph (b), clauses (4) to (6), assets during the 12 calendar
months immediately preceding the month of acquisition to three or more persons; and

(iif) the person from whom the owner acquired the asset does not sell, assign, or
transfer 75 percent or more of its paragraph (b), clauses (4) to (6), assets during the 12
calendar months immediately preceding the month of acquisition to the owner.

For purposes of determining indirect ownership under item (i), the owner is deemed to
own all stock, capital, or profit interests owned by another person if the owner directly
owns 15 percent or more of the stock, capital, ot profit interests in the other person. The
owner is also deemed to own through any intermediary parties all stock, capital, and prof-
it interests directly owned by a person to the extent there exists a 15 percent or more chain
of ownership of stock, capital, or profit interests between the owner, intermediary parties
and the person.

(B) If the owner of the asset is a member of the unitary group, paragraph (b), clauses
(4) to0 (8), do not apply to an interest acquired from another member of the unitary group.
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Tf the interest in the asset was originally acquired from a nonunitary member and at that
time qualified as a section 290.015, subdivision 3, paragraph (b), asset, the foregoing lim-
itation does not apply.

- Sec. 11. Minnesota Statutes 1996, section 290.015, subdivision 5, is amended to
read:

Subd. 5. DETERMINATION AT ENTITY LEVEL. Determinations under this
section with respect to trades or businesses conducted by a partnership, trust, estate, or
corporation with an election in effect under section 1362 of the Internal Revenue Code
treated as an “S” corporation under section 290.9725, or any other entity, the income of
which is or may be taxed to its owners or beneficiaries must be made with respect to the
entity carrying on the trade or business and not with respect to owners or beneficiaries of
the trade or business, the taxability of which under this chapter must be determined under

section 290.014.

Sec, 12. Minnesota Statutes 1996, section 290.06, subdivision 22, is amended 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 terri-
tory of Canada, as provided in paragraphs (b) through (), upon income allocated or ap-
portioned to Minnesota, is entitled to a credit for the tax paid to another state or province
or territory of Canada if the tax is 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 7,
clause (2), and who is subject to income tax as a resident in the state of the individual’s
domicile is not allowed this credit unless the state of domicile does not allow a similar
credit.

(b) For an individual, estate, or trust, the credit is determined by multiplying the tax
payable under this chapter by the ratio derived by dividing the income subject to tax inthe
other state or province or territory of Canada that is also subject to tax in Minnesota while
a resident of Minnesota by the taxpayer’s federal adjusted gross income, as defined in
section 62 of the Internal Revenue Code, modified by the addition required by section
290.01, subdivision 19a, clause (1), and the subtraction allowed by section 290.01, sub-
division 19b, clause (1), to the extent the income is allocated or assigned to Minnesota
under sections 290.081 and 290.17.

(c) If the taxpayer is an athletic team that apportions all of its income under section
290.17, subdivision 5, paragraph (c), the credit is determined by multiplying the tax pay-
able 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 tax-
able 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 Canada subject to tax under this chapter,
nor shall the allowance of the credit reduce the taxes paid under this chapter to an amount
less than what would be assessed if such income amount was excluded from taxable net
income.

(e) In the case of the tax assessed on a lump sum distribution under section 290.032,
the credit allowed under paragraph (a) is the tax assessed by the other state or province or
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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. To the extent the
total lump sum distribution defined in section 290.032, subdivision 1, includes lump sum
distributions received in prior years or is all or in part an annuity contract, the reduction to
the tax on the lump sum distribution allowed under section 290,032, subdivision 2, in-
cludes tax paid to another state that is properly apportioned to that distribution.

(£) If a Minnesota resident reported an item of income to Minnesota and is assessed
tax in such other state or province or territory of Canada on that same income after the
Minnesota statute of limitations has expired, the taxpayer shall receive a credit for that
year under paragraph (a), notwithstanding any statute of limitations to the contrary. The
claim for the credit must be submitted within one year from the date the taxes were paid to
the other state or province or territory of Canada. The taxpayer must submit sufficient
proof to show entitlement to a credit.

(&) For the purposes of this subdivision, a resident shareholder of a corporation hav—
ing a valid election in effect under section 1362 of the Internal Revenue Code treated as
an “S” corporation under section 290.9725, must be considered to have paid a tax im-
posed on the shareholder in an amount equal to the shareholder’s pro rata share of any net
income tax paid by the S corporation to another state. For the purposes of the preceding
sentence, the term “net income tax” means any tax imposed on or measured by a corpora-
tion’s net income.

(h) For the purposes of this subdivision, a resident member of a limited liability
company taxed as a partnership under the Internal Revenue Code must be considered to
have paid a tax imposed on the member in an amount equal to the member’s pro rata share
of any net income tax paid by the limited liability company to a state that does not rea-
sure the income of the member of the limited liability company by reference to the in-
come of the limited liability company. For purposes of the preceding sentence, the term
“net income” tax means any tax imposed on or measured by a limited liability company’s
net income,

Sec. 13. Minnesota Statutes 1996, section 290.068, subdivision 1, is amended to
read:

Subdivision 1. CREDIT ALLOWED. A corporation, other than a corporation with
a valid election in effect under section 1362 of the Internal Revenue Code treated as an
“S” corporation under section 290.9725, is allowed a credit against the portion of the
franchise tax computed under séction 290.06, subdivision 1, for the taxable year equal to:

(a) 5 percent of the first $2 million of the excess (if any) of
(1) the qualified research expenses for the taxable year, over
(2) the base amount; and

(b) 2.5 percent on all of such excess expenses over $2 million.

Sec. 14. Minnesota Statutes 1996, section 290.0922, subdivision 1, is amended to
read:

Subdivision 1. IMPOSITION. (a) In addition to the tax imposed by this chapter
without regard to this section, the franchise tax imposed on a corporation required to file
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under section 289A.08, subdivision 3, other than a corporation having a valid election in

der section 290.9725 for the taxable year includes a tax equal to the following amounts:

If the sum of the corporation’s
Minnesota property, payrolls, and sales

or receipts is: the tax equals:
less than $500,000 $0
$ 500,000 to$ 999,999 $100
$ 1,000,000 to $ 4,999,999 $300
$ 5,000,000 to $ 9,999,999 $1,000
$ 10,000,000 to $ 19,999,999 $2,000
$20,000,000 or more $5,000

(b) A tax is imposed for each taxable year on a corporation required to file a return
under section 289A.12, subdivision 3, that has a valid election in effect for the taxable
year under section 1362 of the Internal Revenue Code is treated as an “S” corporation
under section 290.9725 and on a partnership required to file a return under section
780A.12, subdivision 3, other than a partnership that derives over 80 percent of its in-
come from farming. The tax imposed under this paragraph is due on or before the due date
of the return for the taxpayer due under section 289A.18, subdivision 1. The commission-
er shall prescribe the return to be used for payment of this tax. The tax under this para-

graph is equal to the following amounts:

If the sum of the S corporation’s or partnership’s
Minnesota property, payrolls, and sales

or receipts is: the tax equals:
less than $500,000 $0
$ 500,000 to$ 999,999 $100
$ 1,000,000 to $ 4,999,999 $300
$ 5,000,000 to $ 9,999,999 $1,000
$10,000,000 to § 19,999,999 $2,000
$20,000,000 or more $5,000

Sec. 15. Minnesota Statutes 1996, section 290.17, subdivision 1, is amended to read:

Subdivision 1. SCOPE OF ALLOCATION RULES. (a) The income of resident
individuals is not subject to allocation outside this state. The allocation rules apply to
nonresident individuals, estates, trusts, nonresident partners of partnerships, nonresident
shareholders of corporations having a valid election in effect under section 1362 of the
Internal Revenue Code treated as “S” corporations under section 290.9725, and all cor-
porations not having such an election in effect. If a partnership or corporation would not
otherwise be subject to the allocation rules, but conducts a trade or business that is part of
a unitary business involving another legal entity that is subject to the allocation rules, the
partnership or corporation is subject to the allocation rules.

(b) Expenses, losses, and other deductions (referred to collectively in this paragraph
as “deductions”) must be allocated along with the item or class of gross income to which
they are definitely related for purposes of assignment under this section or apportionment
under section 290.191, 290.20, 290.35, or 290.36. Deductions not definitely related to
any item or class of gross income are assigned to the taxpayer’s domicile.
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(c) In the case of an individual who is a resident for only part of a taxable year, the
individual’s income, gains, losses, and deductions from the distributive share of a part-
nership, S corporation, trust, or estate are not subject to allocation outside this state to the
extent of the distributive share multiplied by a ratio, the numerator of which is the number
of days the individual was a resident of this state during the tax year of the partnership, S
corporation, trust, or estate, and the denominator of which is the number of days in the
taxable year of the partnership, S corporation, trust, or estate.

Sec. 16. Minnesota Statutes 1996, section 290.371, subdivision 2, is amended to
read:

Subd. 2. 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 au-
thority to do business in this state;

(2) a timely return has been filed under section 289A.08;

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

(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 sec-
tion 290.015, subdivision 3, paragraph (b); or

(5) the corporation has a valid election in effect under section 1362 of the Internal
Revenue Code is an “S” corporation under section 290.9725.

Sec. 17. Minnesota Statutes 1996, section 290.9725, is amended to read:
290.9725 S CORPORATION,

For purposes of this chapter, the term “S corporation” means any corporation having
a valid election in effect for the taxable year under section 1362 of the Internal Revenue
Code, except that a corporation which either:

(1) is a financial institution to which either section 585 or section 593 of the Internal

Revenue Code applies; or

(2) has a wholly owned subsidiary which is a financial institution as described above

is not an “S” corporation for the purposes of this chapter. An S corporation shall not be

subject to the taxes imposed Dy this chapter, except the taxes imposed under sections
290.0922, 290.92, 290.9727, 290.9728, and 290.9729.

Sec. 18. Minnesota Statutes 1996, section 290.9727, subdivision 1, is amended to
read:

Subdivision 1. TAX IMPOSED. For a an “S” corporation electing S corporation
status pursuant to section 1362 of the Internal Revenue Code after December 31, 1986,
and having a recognized built-in gain as defined in section 1374 of the Internal Revenue
Code, there is 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 subdivision does
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not apply to any corporation having an S election in effect for each of its taxable years. An
S corporation and any predecessor corporation must be treated as one corporation for
purposes of the preceding sentence.

Sec. 19. Minnesota Statutes 1996, section 200.9728, subdivision 1, is amended to
read:

Subdivision 1. TAX IMPOSED. There is imposed a tax on the taxable income of &
an “S” corporation that has:

(1) elected S corporation status pursuant to section 1362 of the Internal Revenue
Code of 1986, as amended through December 31, 1986, 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 pur-
poses of this section, “federal taxable income” means federal taxable income determined
under section 1374(4)(d) of the Internal Revenue Code. 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 years. This section does not
apply to an S corporation that has been in existence for less than four taxable years and
has had an election in effect under section 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.

Sec. 20. [290.9743] ELECTION BY FASIT.

An entity having a valid election as a financial asset securitization investment trust
in effect for a taxable year under section 860L(a) of the Internal Revenue Code shall not
be subject to the taxes imposed by this chapier, except the fax imposed under section
290.92. T -

Sec. 21. [290.9744] FASIT INCOME TAXABLE TO HOLDERS OF INTER-
ESTS.

The income of a financial asset securitization investment trust is taxable to the hold-
ers of terests in the financial asset securitization investment trust as provided in sections
860H To 860L of the Internal Revenue Code. The income of the holders must be com-
puted under the provisions of this chapter. - -

- Sec. 22. Minnesota Statutes 1996, section 291.005, subdivision 1, is amended to
read:

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

(1) “Federal gross estate” means the gross estate of a decedent as valued and other-
wise determined for federal estate tax purposes by federal taxing authorities pursuant to
the provisions of the Internal Revenue Code.

(2) “Minnesota gross estate” means the federal gross estate of a decedent after (a)
excluding therefrom any property included therein which has its situs outside Minnesota

New language is indicated by underline, deletions by strikeout:

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2523 LAWS of MINNESOTA for 1997 Ch. 231, Art. 6

and (b) including therein any property omitted from the federal gross estate which is in-
cludable therein, has its situs in Minnesota, and was not disclosed to federal taxing autho-
rities.

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

(4) “Resident decedent” means an individual whose domicile at the time of death
was in Minnesota.

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

(6) “Situs of property” means, with respect to real property, the state or county in
which it is located; with respect to tangible personal property, the state or country in
which it was normally kept or located at the time of the decedent’s death; and with respect
to intangible personal property, the state or country in which the decedent was domiciled
at death.

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

(8) “Internal Revenue Code” means the United States Internal Revenue Code of
1986, as amended through Mareh 22 December 31, 1996, and includes the provisions of
section 1(a)(4) of Public Law Number 104—117.

Sec. 23. FEDERAL CHANGES.

The changes made by sections 1118(a), 1305, 1603, 1702(e), and 1702(f) of the
Small Business Job Protection Act, Public Law Number 104188, sections 451(a),
451(b), 909, and 910 of the Personal Responsibility and Work Opportunity Reconcilia~
tion Act, ~PublicLaw Number 104193, and the federal changes to taxable income of sec-
tion 2 of this article which affect the Minnesota defmition of wages under Minnesota Stat-
utes, section 290.92, subdivision 1, S corporation status under Minnesota Statutes, sec-
tion 290.9725, unrelated business income tax under Minnesota Statutes, section 290.05,
-subdivision 3, corporate alternative minimum tax under Minnesota Statutes, section
290.0921, subdivision 3, estate tax under Minnesota Statutes, sections 291.005 and
291.03, the Minnesota working family credit under Minnesota Statutes, section
290.0671, subdivision 1, and the definition of income under Minnesota Statutes, section
290A.03, subdivision 3 shall “become effective at the same time the changes become ef-
fective for federal purposes. T -

Sec. 24. 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, 1996, for
the words “Internal Revenue Code of 1986, as amended through April 15, , 19957 wher-
ever the phrase occurs in chapters 290A, 297 298, and 469.
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Sec. 25. EFFECTIVE DATE.

Sections 3 to 5, 7 to 20 and the provision of section 2 dealing with regulated invest-

ment companies are effective for fax years beginning after December 31, 1996. The re-
mainder of this article is effective at the same time and for the same years as the federal

ARTICLE 7
SALES AND SPECIAL TAXES

Section 1. Minnesota Statutes 1996, section 289A.56, subdivision 4, is amended to
read;

Subd. 4. CAPITAL EQUIPMENT REFUNDS; REFUNDS TO PURCHAS-
ERS. Notwithstanding subdivision 3; for refunds payable under seetions section
297A.15, subdivision 5, and 289A-50; subdivision 2a; interest is computed from the date
the refund claim is filed with the commissioner. For refunds payable under section

Sec. 2. Minnesota Statutes 1996, section 296.141, subdivision 4, is amended to read:

Subd. 4. CREDIT OR REFUND OF TAX PAID. The commissioner shall allow
the distributor credit or refund of the tax paid on gasoline and special fuel:

(1) exported or sold for export from the state, other than in the supply tank of a motor
vehicle or of an aircraft;

(2) sold to the United States-government to be used exclusively in performing its
governmental functions and activities or to any “cost plus a fixed fee” contractor
émployed by the United States government on any national defense project;

(3) if the fuel is placed in a tank used exclusively for residential heating;
(4) destroyed by accident while in the possession of the distributor;

(5) in error;

¢6) (7) in such other cases as the commissioner may permit, not inconsistent with the
provisions of this chapter and other laws relating to the gasoline and special fuel excise
taxes.

Sec. 3. Minnesota Statutes 1996, section 296.18, subdivision 1, is amended to read:

Subdivision 1. CLAIM; FUEL USED IN OTHER VEHICLES. Any person who
shall buy and use gasoline for a qualifying purpose other than use in motor vehicles,
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snowmobiles except as provided in clause (2), or motorboats, or special fuel for a qualify-
ing purpose other than use in licensed motor vehicles, and who shall have paid the Minne-
sota excise tax directly or indirectly through the amount of the tax being included in the
price of the gasoline or special fuel, or otherwise, shall be reimbursed and repaid the
amount of the tax paid upon filing with the commissioner a claim in the form and manner
prescribed by the commissioner, and containing the information the commissioner shall
require, By signing any such claim which is false ot fraudulent, the applicant shall be sub-
ject to the penalties provided in this section for knowingly making a false claim. The |
claim shall set forth the total amount of the gasoline so purchased and used by the appli- |
cant other than in motor vehicles, or special fuel so purchased and used by the applicant
other than in licensed motor vehicles, and shall state when and for what purpose it was
used. When a claim contains an error in computation or preparation, the commissioner is
authorized to adjust the claim in accordance with the evidence shown on the claim or oth-
er information available to the coramissioner. The commissioner, on being satisfied that
the claimant is entitled to the payments, shall approve the claim and transmit it to the
commissioner of finance. No repayment shail be made unless the claim and invoice shall
be filed with the commissioner within one year from the date of the purchase. The post-
mark on the envelope in which a written claim is mailed shall determine its date of filing.
The words “gasoline” or “special fuel” as used in this subdivision do not include aviation
gasoline or special fuel for aircraft. Gasoline or special fuel bought and used for a “quali-
fying purpose” means:

(1) Gasoline or special fuel used in carrying on a trade or business, used on a farm |
situated in Minnesota, and used for a farming purpose. “Farm” and “farming purpose” |
have the meanings given them in section 6420(c)(2), (3), and (4) of the Internal Revenue ‘
Code of 1986, as amended through December 31, 1988.

(2) Gasoline or special fuel used for off-highway business use. “Off-highway busi-
ness use” means any use off the public highway by a person in that person’s trade, busi-
ness, or activity for the production of income. “Off-highway business use” includes:

(a) use of a passenger snowmobile off the public highways as part of the operations
of a resort as defined in section 157.15:; and

(b) use of gasoline or special fuel to operate apower takeoff unit on a vehicle, but not
inctuding fuel consumed during idling fime.

“Off-highway business use” does not include use as a fuel in a motor vehicle which,
at the time of use, is registered or is required to be registered for highway use under the
laws of any state or foreign country.

(3) Gasoline or special fuel placed in the fuel tanks of new motor vehicles, manufac-
tured in Minnesota, and shipped by interstate carrier to destinations in other states or for-
eign countries.

By July 1, 1998, the commissioner shall adopt rules that determine the rates and per-
centages necessary to develop formulas for calculating and administering the refund un-
der clause (2)(b).

Sec. 4. Minnesota Statutes 1996, section 297A.01, subdivision 3, is amended to

read:

Subd. 3. A “sale” and a “purchase” includes, but is not limited to, each of the follow-
ing transactions: .
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(a) Any transfer of title or possession, or both, of tangible personal property, wheth-
er absolutely or conditionally, and the leasing of or the granting of a license to use or con-
sume tangible personal property other than manufactured homes used for residential pur-
poses for a continuous petiod of 30 days or more, for a consideration in money or by ex-
change or barter;

(b) The production, fabrication, printing, or processing of tangible personal proper-
ty for a consideration for consumers who furnish either directly or indirectly the materials

used in the production, fabrication, printing, or processing;

(c) The furnishing, preparing, or serving for a consideration of food, meals, or
drinks. “Sale” or “purchase” does not include:

(1) meals or drinks served to patients, inmates, or persons residing at hospitals, sani-
tariums, nursing homes, senior citizens homes, and correctional, detention, and detoxifi-

cation facilities;

(2) meals or drinks purchased for and served exclusively to individuals who are 60
years of age or over and their spouses or to the handicapped and their spouses by govern-
mental agencies, nonprofit organizations, agencies, or churches or pursuant to any pro-
gram funded in whole or part through 42 USCA sections 3001 through 3045, wherever
delivered, prepared or served; or '

(3) meals and lunches served at public and private schools, universities, or colleges.

Notwithstanding section 297A.25, subdivision 2, taxable food or meals include, but are
not limited to, the following:

(i) heated food or drinks; prepared by the retailer for immediate consumption either
on or off the retailer’s premises. For purposes of this subdivision, “food or drinks pre-
pared for immediate consumption” 1 includes any food product upon which an act of of prep-
aration including, but not limited to, cooking, mixing, sandwich making, blending, heat-
ing, or pouring has been performed by the retailer so the food product may be Jmmedrate-
ly Iy consumed by the purchaser. For purposes of this subdivision, “premises” means the
total space and facilities, including buildings, 5, grounds, and parking lots that are made
available or that are available for use by the retailer or customer for the purpose of sale or
consumption of prepared food and drinks. Food and drinks sold within a building or
grounds which r require an admission charge for entrance are presumed tobe sid for con- con-

sumption on the premises. The premises of a , caterer is the place where the catered food or
drinks are served;

(i) sandwiches prepared by the retailer;

(m}smglesaleseﬁprepaekagedweaeamerieemﬂkﬂovelﬁespfeparedbythem—
tailer;

(iv) hand—prepared or dispensed ice eream or ice milk ice cream, ice milk, or frozen
yogurt products including novelties, cones, sundaes, and snow cones, s, sold in single or

individual servings. For purposes of this subdivision, “single or individual servings”
does not include products prepackaged d and sold in bulk containers or packaging;

¢v) (iii) soft drinks and other beverages prepared or served by the retailer; including
all carbonated and noncarbonated beverages or drinks sold in liquid form except ept bever-
ages or drinks which contain milk or milk products beverages or drinks containing 15 or

©
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more percent fruit juice, or noncarbonated and noneffervescent bottled water sold in indi-
vidual containers of one-half gallon or more in size;

() (iv) gums, candy, and candy products, except when sold for fundraising pur-
poses by g_n‘(—)nprofit organization that provides educational and social activities priraari-
ly for young people 18 years of age and under; -

Gvid) (v) ice;

(viid) (vi) all food sold in from vending machines, pushcarts, lunch carts, motor ve-
hicles, or any other form of vehicle except home delivery vehicles;

@) (vii) party trays prepared by the retailess; and

0 (viii) all meals and single servings of packaged snack food; single cans ox bettles
of pep; sold in restaurants and bars; and

(ix) bakery products prepared by the retailer for consumption on the retailer’s prem-
ises;

(d) The granting of the privilege of admission to places of amusement, recreational
areas, or athletic events, except a world championship football game sponsored by the
national football league, and the privilege of having access to and the use of amusement
devices, tanning facilities, reducing salons, steam baths, turkish baths, health 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 li-
cense to use real property other than the renting or leasing thereof for a continuous petiod
of 30 days or more;

() The furnishing for a consideration of electricity, gas, water, or steam for use or
consumption within this state, or local exchange telephone service, intrastate toll service,
and interstate toll service, if that service originates from and is charged to a telephone
located in this state. Telephone service does not include services purchased with prepaid
telephone calling cards. Telephone service includes paging services and private commu-
nication service, as defined in United States Code, title 26; section 4252(d), as amended
through December 31, 1991, except for private communication service purchased by an
agent acting on behalf of the state lottery. The furnishing for a consideration of access to
telephone services by a hotel to its guests is a sale under this clause. 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.
The sale of natural gas to be used as a fuel in vehicles propelled by natural gas shall not be
considered a sale for the purposes of this section;

(g) The furnishing for a consideration of cable television services, including charges
for basic service, charges for premium service, and any other charges for any other pay—
per—view, monthly, or similar television services;

(h) 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:

(1) Jaundry and dry cleaning services including cleaning, pressing, repairing, alter-
ing, and storing clothes, linen services and supply, cleaning and blocking hats, and car-
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pet, drapery, upholstery, and industrial cleaning. Laundry and dry cleaning services do
not include services provided by coin operated facilities operated by the customer;

(i) motor vehicle washing, waxing, and cleaning services, including services pro-
vided by coin—operated facilities operated by the customer, and rustproofing, undercoat-
ing, and towing of motor vehicles;

(iii) building and residential cleaning, maintenance, and disinfecting and extermi-
nating services;

(iv) detective services, security services, burglar, fire alarm, and armored car ser-
vices; but not including services performed within the jurisdiction they serve by off—duty
licensed peace officers as defined in section 626.84, subdivision 1, or services provided

by a nonprofit organization for monitoring and electronic surveillance of persons placed
on in—home detention pursuant to court order or under the direction of the Minnesota de-

partment of corrections;

(V) pet grooming services;

(vi) lawn care, fertilizing, mowing, spraying and sprigging services; garden plant-
ing and maintenance; tree, bush, and shrub pruning, bracing, spraying, and surgery; in-

door plant care; tree, bush, shrub and stump removal; and tree trimming for public utility

Tines. Services performed under a construction contract for the installation of shrubbery,
plants, sod, trees, bushes, and similar jtems are not taxable;

(vii) mixed municipal solid waste management services as described in section
297A.45;

(viii) massages, except when provided by a licensed health care facility or profes-
sional or upon written referral from a licensed health care facility or professional for
treatment of illness, injury, or disease; and

(ix) the furnishing for consideration of lodging, board and care services for animals
in kennels and other similar arrangements, but excluding veterinary and horse boarding
services.

The services listed in this paragraph are taxable under section 297A.02 if the 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 applying the provisions of this chapter, the terms
“tangible personal property” and “sales at retail” include taxable services and the provi-
sion 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 partnership or association for another 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, as amended through De-
cember 31, 1987, and who are eligible to file a consolidated tax return for federal income

tax purposes;

(j) A “sale” and a “purchase” includes the transfer of computer software, meaning
information and directions that dictate the function performed by data processing equip-
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ment. A “sale” and a “purchase” does not include the design, development, writing,
translation, fabrication, lease, or transfer for a consideration of title or possession of a
custom computer program; and

(k) 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 separate charge is as-
sessed 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, running tracks, exercise equipment,
swimming pools, and other similar athletic or sports facilities. The provisions of this
paragraph 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, 1992, for educational and social activities for young
people primarily age 18 and under.

Sec. 5. Minnesota Statutes 1996, section 297A.01, subdivision 4, is amended to
read:

Subd. 4. (a) A “retail sale” or “sale at retail” means a sale for any purpose other than
resale in the regular course of business.

(b) Property utilized by the owner only by leasing such property to others or by hold-

ing it in an effort to so lease it, and which is put to no use by the owner other than resale
after such lease or effort to lease, shall be considered property purchased for resale.

(c) Master computer software programs that are purchased and used to make copies
for sale or lease are considered property purchased for re'sale.,

(d) Sales of building materials, supplies and equipment to owners, contractors, sub-
contractors or builders for the erection of buildings or the alteration, repair or improve-
ment of real property are “retail sales” or “sales at retail” in whatever quantity sold and
whether or not for purpose of resale in the form of real property or otherwise.

() A sale of carpeting, linoleum, or other similar floor covering which includes
installation of the carpeting, linoleum, or other similar floor covering is a contract for the
improvement of real property.

() A sale of shrubbery, plants, sod, trees, and similar items that includes installation
of the shrubbery, plants, sod, trees, and similar items is a contract for the improvement of
real property.

(g) Aircraft and parts for the repair thereof purchased by a nonprofit, incorporated
flying club or association utilized solely by the corporation by leasing such aircraft to
shareholders of the corporation shall be considered property purchased for resale. The
leasing of the aircraft to the shareholders by the flying club or association shall be consid-
ered a sale. Leasing of aircraft utilized by a lessee for the purpose of leasing to others,
whether or not the lessec also utilizes the aircraft for flight instruction where no separate
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charge is made for aircraft rental or for charter service, shall be considered a purchase for
resale; provided, however, that a proportionate share of the lease payment reflecting use
for flight instruction or charter service is subject to tax pursuant to section 297A.14.

(h) Tangible personal property that is awarded as prizes shall not be considered
property purchased for resale.

(i) Tangible personal property that is utilized or employed in the furnishing or pro-
viding of services under section 297A.01, subdivision 3, paragraph (d), or in conducting

Tawful gambling under chapter 349 or the state lottery under chapter 349A, including
property given as promotional items, shall not be considered property purchased for re-
sale. Machines, equipment, or devices that are used to furnish, provide, or dispense goods
or services, including coin—operated devices, shall not be considered property purchased

for resale.
Sec. 6. Minnesota Statutes 1996, section 297A.01, subdivision 7, is amended to
read:

Subd. 7. “Storage” and “use” do not include the keeping; or retaining ox exereising
of any zight ex pewer over in a public warehouse of tangible personal property or tickets
or admissions to places of amusement or athletic events when shipped or brought into
Minnesota by common carrier, for the purpose of subsequently being transported outside
Minnesota and thereafter used solely outside Minnesota, except in the course of interstate
commerce, ot for the purpese of being processed; fabricated or manufactured into; at-
tached o or incorporated into other tangible pemenalpmpeﬁy%ebeﬂanspeﬂedeu{s&de’
Minnesota and not thereafter returned to a point within Minnesota; except in the course of

Sec. 7. Minnesota Statutes 1996, section 297A.01, subdivision 11, is amended to
read:

Subd. 11. “Tangible personal property” means corporeal personal property of any

kind whatsoever, including property which is to become real property as a result of incor-
poration, attachment, or installation following its acquisition.

Personal property does not include:
(a) large ponderous machinery and equipment used in a business or production ac-
tivity which at common law would be considered to be real property;
(b) property which is subject to an ad valorem property tax;
(c) property described in section 272.02, subdivision 1, clause (8), paragraphs (a) to
(@
(d) property described in section 272.03, subdivision 2, clauses (3) and (5).
Tangible personal property includes computer software, whether contained on tape,

discs, cards, or other devices. Tangible personal property also includes prepaid telephone
calling cards.

Sec. 8. Minnesota Statutes 1996, section 297A.01, subdivision 16, is amended to
read:

Subd. 16. CAPITAL EQUIPMENT. (a) Capital equipment means machinery and
equipment purchased or leased for use in this state and used by the purchaser or lessee
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primarily for manufacturing, fabricating, mining, or refining tangible personal property
to be sold ultimately at retail and for electronically transmitting results retrieved by a cus-
tomer of an on-line computerized data retrieval system.

(b) Capital equipment includes all machinery and equipment that is essential to the
integrated production process. Capital equipment includes, but is not limited to:

(1) machinery and equipment used or required to operate, control, or regulate the
production equipment;

(2) machinery and equipment used for research and development, design, quality
control, and testing activities;

(3) environmental control devices that are used to maintain conditions such as tem-
perature, humidity, light, or air pressure when those conditions are essential to and are
part of the production process; er

(4) materials and supplies necessary to construct and install machinery or equip-
ments;

(5) repair and replacement parts, including accessories, whether purchased as spare
parts, repair parts, or as upgrades or modifications to machinery or equipment;

(6) materials used for foundations that support machinery or equipment; or

(7) materials used to construct and install special purpose buildings used in the pro-
duction process.

(c) Capital equipment does not include the following:

(1) zepair or replacement pasts; including accessories; whether puzrchased as spare’
parts; repair patts; or as upgrades or modifications; and whether purchased before or after
themaehme;yerequipmentisplaeediatesewie&?aﬁseraeeesseﬁesafematedas%pk
tal equipment only to the extent that they are a part of and are essential to the operation of
the machinery or equipment as initially purchased;

€2) motor vehicles taxed under chapter 297B;

) (2) machinery or equipment used to receive or store raw materials;

) (3) building materials;

€5) (4) machinery or equipment used for nonproduction purposes, including, but not
limited to, the following: machinery and equipment used for plant security, fire preven-
tion, first aid, and hospital stations; machinery and equipment used in support operations
or for administrative purposes; machinery and equipment used solely for pollution con-

trol, prevention, or abatement; and machinery and equipment used in plant cleaning, dis-
posal of scrap and waste, plant communications, space heating, lighting, or safety;

€6) (5) “farm machinery” as defined by subdivision 15, and “aquaculture production
equipment” as defined by subdivision 19; and “replacement capital equipment” as de-
fined by subdivision 20; or

¢ (6) any other item that is not essential to the integrated process of manufacturing,
fabricating, mining, or refining.
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(d) For purposes of this subdivision:

(1) “Bquipment” means independent devices or tools separate from machinery but
essential to an integrated production process, including computers and software, used in
operating, controlling, or regulating machinery and equipment; and any subunit or as-
sembly comprising a component of any machinery or accessory or attachment parts of
machinery, such as tools, dies, jigs, patterns, and molds.

(2) “Fabricating” means to make, build, create, produce, or assemble components or
property to work in a new or different manner.

(3) “Machinery” means mechanical, electromic, or electrical devices, including
computers and software, that are purchased or constructed to be used for the activities set
forth in paragraph (a), beginning with the removal of raw materials from inventory
through the completion of the product, including packaging of the product.

(4) “Manufacturing” means an operation or series of operations where raw materials
are changed in form, composition, or condition by machinery and equipment and which
results in the production of a new article of tangible personal property. For purposes of
this subdivision, “manufacturing” includes the generation of electricity or steam to be
sold at retail.

(5) “Mining” means the extraction of minerals, ores, stone, and peat.

(6) “On-line data retrieval system” means a system whose cumulation of informa-
tion is equally available and accessible to all its customers.

(7) “Pollution control equipment” means machinery and equipment used to elimi-
nate, prevent, or reduce pollution resulting from an activity described in paragraph (a).

(8) “Primarily” means machinery and equipment used 50 percent or more of the
time in an activity described in paragraph (a).

(9) “Refining” means the process of converting a natural resource to a product, in-
cluding the treatment of water to be sold at retail.

(e) For purposes of this subdivision the requirement that the machinery or equip-
ment “must be used by the purchaser or lessee” means that the person who purchases or
leases the machinery or equipment must be the one who uses it for the qualifying purpose.
~ When a coniractor buys and installs machinery or equipment as part of an improvement

to real property, only the contractor is considered the purchaser.

6 Notwid " . isions of this subdivision, machi and equi
purchased or leased to replace machinery and equipment used in the mining or produc-
tion of taconite shall qualify as eapital equipment:

Sec. 9. Minnesota Statutes 1996, section 297A.09, is amended to read:

297A.09 PRESUMPTION OF TAX; BURDEN OF PROO¥.

For the purpose of the proper administration of sections 297A.01 to 297A.44 and to
prevent evasion of the tax, it shall be presumed that all gross receipts are subject to the tax
until the contrary is established. The burden of proving that a sale is not a sale at retail is
upon the person who makes the sale, but that person may take from the purchaser, at the

time the exempt purchase occurs, an exemption certificate to the effect that the property
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purchased is for resale or that the sale is otherwise exempt from the application of the tax
imposed by sections 297A.01 to 297A.44. A person asserting a claim that certain sales
are exempt, who does not have the required exemption certificates in their possession,

shall acquire the certificates within 60 days after receiving written notice from the com-

missioner that the certificates are required. If the certificates are not obtained within the
60—day period, the sales are deemed taxable sales under this chapter.

Sec. 10. Minnesota Statutes 1996, section 297A.15, subdivision 7, is amended to
read:

Subd. 7. REFUND; APPROPRIATION; ADULT AND JUVENILE CORREC-
TIONAL FACILITIES. ¢a) If construction materials and supplies described in para-
graph (b) section 297A.25, subdivision 63, are purchased by a contractor, subcontractor,
or builder as part of a lump—sum contract or similar type of contract with a price covering
both labor and materials for use in the project, a refund equal to 20 pezeent of the taxes
paid by the contractor, subcontractor, or builder must be paid to the governmental subdi-
vision, The tax must be imposed and collected as if the sales were taxable and the rate
under section 297A.02, subdivision 1, applied. An application for refund must be Sub-
mitted by the governmental subdivision and must include sufficient information to per-
mit the commissioner to verify the sales taxes paid for the project. The contractor, sub-
contractor, or builder must furnish to the governmental subdivision a statement of the
cost of the construction materials and supplies and the sales taxes paid on them. The
amount required to make the refunds is annually appropriated to the commissioner. Inter- )
est must be paid on the refund at the rate in section 270.76 from 60 days after the date the
refund claim is filed with the commissioner.

(b) Construction materials and supplies qualify for the refund under this section ifs
(—19thematefialsandsuppliesareferuseinaprejeetteeenstme@erimp{eveaﬂadulter
ﬁv@nﬂe%mmem&dﬁwma%mhem%m%%me%m@
the project is mandated by state ot federal law; rule; or regulation. The refund applies re-
gardiessefwhetherthemateﬁalsanésuppﬁesaxepufehasedbytheeit-yereeunty;er—bya
contractor; subcontractor; or builder under a contraet with the city or county

Sec. 11. Minnesota Statutes 1996, section 297A.211, subdivision 1, is amended to
read:

Subdivision 1. Every person, as defined in this chapter, who is engaged in interstate
for-hire transportation of tangible personal property or passengers by motor vehicle may
at their option, under rules prescribed by the commissioner, register as retailers and pay
the taxes imposed by this chapter in accordance with this section. Any taxes paid under
this section are deemed use taxes, except local sales taxes when no corresponding local
use fax is imposed. Persons referred to herein are: (1) persons possessing a certificate or
permit or having completed a registration process that authorizes for—hire transportation
of property or passengers from the United States Department of Transportation, the trans-
portation regulation board, or the department of transportation; or (2) persons transport-
ing commodities defined as “exempt” in for—hire transportation in interstate commerce;
or (3) persons who, pursuant to contracts with persons described in clause D) or (2)
above, transport tangible personal property in interstate commerce. Persons qualifying
under clauses (2) and (3) must maintain on a current basis the same type of mileage re~
cords that are required by persons specified in clause (1) by the United States Department
of Transportation. Persons who in the course of their business are transporting solely their
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own goods in interstate commerce may also register as retailers pursuant to rules pre-
scribed by the commissioner and pay the taxes imposed by this chapter in accordance
with this section.

Sec. 12. [297A.213] DIRECT PAYMENT BY PURCHASERS PERMITTED.
The commissioner may permit purchasers to pay taxes imposed by this chapter di-

rectly to the commissioner. Any taxes paid by purchasers under this section are decmed
use taxes, except local sales taxes when no corresponding local use tax is imposed.

Sec. 13. Minnesota Statutes 1996, section 297A.25, subdivision 2, is amended to
read:

Subd. 2. FOOD PRODUCTS. The gross receipts from the sale of food products
including but not limited to cereal and cereal products, butter, cheese, milk and milk
products, oleomargarine, meat and meat products, fish and fish products, eggs and egg
products, vegetables and vegetable products, fruit and fruit products, spices and salt, sug-
ar and sugar products, coffee and coffee substitutes, tea, cocoa and cocoa products, and
food products which are not taxable pursuant to section 297A.01, subdivision 3, clause
(c) are exempt. This exemption does not include the following:

(1) candy and candy produets; except when sold for fundraising purposes by a non-
sarily aged 18 and under;

@earbenatedb%ge%bsvemgeseemmeﬂyfefeﬂedmasseﬁdfkﬂ&eenminmg
mmgpmmmmbmdmmmmmd%dmeﬂ%
vescent bottled water sold in individual containers of one—half gallon or mere in size:

Sec. 14. Minnesota Statutes 1996, 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, interal or external,
in the cure, mitigation, treatment or prevention of illness or disease in human beings are
exempt, together with prescription glasses, fever thermometers, therapeutic, and pros-
thetic devices. “Prescribed drugs” or “prescribed medicine” includes over—the—counter
drugs or medicine prescribed by alicensed physician. “Therapeutic devices” includes re-
usable finger pricking devices for the extraction of blood, blood glucose monitoring ma-
chines, and other diagnostic agents used in diagnosing, monitoring, or tfeating diabetes.
Nonprescription analgesics consisting principally (determined by the weight of all ingre-
dients) of acetaminophen, acetylsalicylic acid, ibuprofen, ketoprofen, naproxen, and oth-
er nonprescription analgesics that are approved by the United States Food and Drug Ad-
ministration for infernal use by human beings, or a combination thereof, are exempt.

Sec. 15. Minnesota Statutes 1996, section 297A.25, subdivision 5, is amended to
read:

Subd. 5. OUTSTATE TRANSPORT OR DELIVERY. The gross receipts from
the following sales of, and storage, use, or consumption of, tangible personal property are
exempt:

(1) property which, without intermediate use, is shipped or transported outside Min-
nesota by the purchaser and thereafter used in a irade or business or is stored, processed,
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fabricated or manufactured into, attached to or incorporated into other tangible personal
property transported or shipped outside Minnesota and thereafter used in.a trade or busi-
ness 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 and provided further that sales of tangible personal proper-
ty to be used in other states or countries as part of a maintenance contract shall be specifi-
cally exempt; or

(2) property which the seller delivers to a common carrier for delivery outside Min-
nesota, 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, ex-
cept in the course of interstate commerce.

Sec. 16. Minnesota Statutes 1996, section 297A.25, subdivision 7, is amended to
read:

Subd. 7. PETROLEUM PRODUCTS. The gross receipts from the sale of and stor-
age, use or consumption of the following petroleum products are exempt:

(1) products upon which a tax has been imposed and paid under the provisions of
chapter 296, and no refund has been or will be allowed because the buyer used the fuel for
nonhighway use;

(2) products which are used in the improvement of agricultural land by constructing,
maintaining, and repairing drainage ditches, tile drainage systems, grass waterways, wa-
ter impoundment, and other erosion control structures;

(3) products purchased by a transit system receiving financial assistance under sec-
tion 174.24 or 473.384; o

(4) products used in a passenger snowmobile, as defined in section 296.01, subdivi-
sion 27a, for off-highway business use as part of the operations of a resort as provided
under section 296.18, subdivision 1, clause (2); or

(5) products purchased by a state or a political subdivision of a state for use in motor

vehicles exempt from regisiration under section 168.012, subdivision 1, paragraph (b).

Sec. 17. Minnesota Statutes 1996, section 297A.25, subdivision 56, is amended to
read:

Subd. 56. FIREFIGHTERS PERSONAL PROTECTIVE EQUIPMENT, The
gross receipts from the sale of and storage, use, or consumption of firefighters personal
protective equipment are exempt if purchased by, or when authorized by and for the use
of, an organized fire department, fire protection district, or fite company, regularly
charged with the responsibility of providing fire protection to the state or a political sub-
division. For purposes of this subdivision, “personal proteciive equipment” includes:
helmets (including face shields, chin straps, and neck liners), bunker coats and pants (in-
cluding pant suspenders), boots, gloves, head covers or hoods, wildfire jackets, protec-
tive coveralls, goggles, self-contained breathing apparatuses, canister filter masks, per-
sonal alert safety systems, spanner belts, optical or thermal imaging search devices, and

all safety equipment required by the Occupational Safety and Health Admimistration.
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Sec. 18. Minnesota Statutes 1996, section 297A.25, subdivision 59, is amended to
read:

Subd. 59. FARM MACHINERY. Erom July 1; 1994; until June 30,1997 The gross
receipts from the sale of used farm machinery are exempt.

Sec. 19. Minnesota Statutes 1996, section 297A.25, is amended by adding a subdi-
vision to read:

1 chemicals, lubricants, packaging materials, seeds, trees, fertilizers, and herbi-
cides, used or consumed in providing the taxable service;

vice; and B
(3) accessory tools, equipment, and other items that are separate detachable units

used in providing the service and that have an ordinary useful 1ife of less than 12 months.

gl_) machinery, equipment, implements, tools, accessories, appliances, contriv-
ances, furniture, and fixtures used in providing the taxable service; and

(d) For purposes of this subdivision, “taxable services” means the services listed in
section 207A.01, subdivision 3, paragraph (i).

Sec. 20. Minnesota Statutes 1996, section 297A.25, is amended by adding a subdi-
vision to read:

Subd. 63. HOSPITALS. The gross receipts from the sale of tangible personal prop-
erty to, and the storage, use, or consumption of such property by, a hospital are exempt, if

the property purchased is to be used in providing hospital services to human beings. For

purposes of this subdivision, “hospital” means a hospital organized and operated for
charitable purposes within the meaning of section 501(c)(3) of the Internal Revenue
Code of 1986, as amended, and licensed under chapter 144 or by any other jurisdiction.

For purposes of this subdivision, “hospital services” are services authorized or required
to be performed by a “hospital” under chapter 144 and regulations thereunder or under

—_

the applicable licensure law of any other jurisdiction. This exemption does not apply to

purchases made by a clinic, physician’s office, or any other medical facility not operating
as a hospital, even though the clinic, office, or facility may be owned and operated by a

hospital. Sales exompted by this subdivision do not include sales under section 297A.01,
subdivision 3, paragraphs (c) and (¢). This exemption does not apply to building,
Construction, ot reconstruction materials purchased by a coniractor or a subcontractor as
a part of a lump—sum coniract or similar type of contract with a guaranteed maximum

price covering both labor and materials for use in the construction, alteration, or repair of
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a hospital. This exemption does not apply to construction materials to be used in
constructing buildings or facilities which will not be used principally by a hosp1ta1 This
exemption does not apply to the leasing of of a motor vehicle as defined in section 2978.01,
subdivision 5.

Sec. 21. Minnesota Statutes 1996, section 297A.25, is amended by adding a subdi-
vision to read:

Subd. 64. COPIES OF COURT REPORTER DOCUMENTS. The gross re-
ceipts from sales of, and use, storage, or consumption of, transcripts or copies o_f tran-
scripts of verbatlm'—teﬁfnﬁ produced and sold by court reporters or other franscribers
of legal proceedings to individuals or entities that are parties to or representatlves of par-

tlis to the proceeding t to which the transcript relates, are exempt.

Sec. 22. Minnesota Statutes 1996, section 297A.25, is amended by adding a subdi-
vision to read;

Subd 65. CON STRUCTION MATERIALS FOR CORRECTIONAL FACI-

Sec 23. Minnesota Statutes 1996 section 297A 25, is amended by adding a subdi-
vision to read:

Subd. 66. CONSTRUCTION MATERIALS; LAKE SUPERIOR CENTER.
Construction materials and supplies are exempt from the tax imposed under this chapter,
regardless of whether purchased by the owner, a contractor, subcontractor, or builder,
prov1ded the materials and supphes are uscd or consumed in in constructing the Lake Supe-
rior Center.

Sec. 24. Minnesota Statutes 1996, section 297A.25, is amended by adding a subdi-
vision to read:

Subd. 67. CONSTRUCTION MATERIALS; SCIENCE MUSEUM. Construc-
tion materials and supplies are exernpt from the tax imposed under this chapter, regard-
less of whether purchased by the owner, a contractor, subcontractor, or t builder, provided
the materials and and supplies are used or consumed i in constructing the Science Museum of
Minnesota.

Sec. 25. Minnesota Statutes 1996, section 297A.25, is amended by addmg a subdi-
vision to read:

Subd. 68. CONSTRUCTION MATERIALS; BUSINESS INCUBATOR AND
INDUSTRIAL PARK FACILITY. Materials and supplies used or consumed in
constructing, or incorporated into the construction of, an exempted facility as defined In
this subdivision are exempt from the taxes imposed under this chapter and from any sales
and use tax imposed by a local unit of government, notwithstanding any ordinance or city
charter provision.
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As used in this subdivision, an “exempted facility” is a facility that includes a busi-
ness incubator and industrial park that:

(1) is owned and operated by a nonprofit charitable organization that qualifies for
tax exemption under section 501(c)(3) of the Internal Revenue Code;

(2) is used for the development of nonretail businesses, offering access to equip-
ment, space, services, and advice to the tenant businesses, for the purpose of encouraging
economic development and job creation in the area served by the organization, and em-
phasizes development of businesses that manufacture producfs from materials found in
the waste stréam, or manufacture alternative energy and conservation systems, or make

use of emerging environmental technologies;

(3) includes in its structure systems of material and energy exchanges that use waste
products from one industrial process as sources of energy and material for other pro-
cesses; and

(4) makes use of solar and wind energy technology and incorporates salvaged mate-
rials in its construction.

Sec. 26. Minnesota Statutes 1996, section 297A.25, is amended by adding a subdi-
vision to read:

Subd. 69. REGIONWIDE PUBLIC SAFETY RADIO COMMUNICATION

used for construction, ownership, operationﬁintenance, and enhancement of the back-
bone system of the regionwide public safety radio communication system established
under sections 473.891 to 473.905, arc exempt. For purposes of this subdivision, back-
bone system is defined in section 473.891, subdivision 9.

Sec. 27. Minnesota Statutes 1996, section 297A.25, is amended by adding a subdi-
vision to read:

Subd. 70. ALFALFA PROCESSING FACILITIES CONSTRUCTION MA-
TERIALS. Parchases of construction materials and supplies are exempt from the sales
and use taxes imposed under this chapter, regardiess of whether purchased by the owner
or a contractor, subcontractor, or builder, if: - -

(1) the materials and supplies are used or consumed in constructing a facility which
either (i) develops market—value agricultural products made from alfalfa leaf material, or
(ii) produces biomass energy fuel or electricity from alfalfa stems in accordance with the

biomass mandate imposed under section 216B.2424; and

(2) the total capital investment made in the value—added agricultural products and
biomass electric generation facilities is at least $50,000,000; or

(3) the materials and supplies are used or consumed in constructing, equipping or
modifying a district heating and cooling system cogeneration facility that:

(i) utilizes wood waste as a primary fuel source; and

(ii) satisfies the requirements of the biomass mandate in section 216B.2424, subdi-
vision 5. - T -
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© Sec. 28. Minnesota Statutes 1996, section 297A.25, is amended by adding a subdi-
vision to read:

Subd. 71. FIREWOOD. The gross receipts from the sale of and the storage, use, or

consumptio_ﬁ?)_f wood used for fires for heating, cooking, or any other purpose, except for
the generation of electricity, steam, or heat to be sold at retail, are exempt.

Sec. 29. Minnesota Statutes. 1996, section 297A.25, is amended by adding a subdi-
vision to read:

Subd. 72. WIND ENERGY CONVERSION SYSTEMS, The gross receipts from
the sale of and the storage, use, or consumption of wind energy conversion systems;, as

defined in section 216C.06, subdivision 12, and the materials used to manufacture,

install, construct, repair, or replace them are exempt if the systems are used as an electric
power source,
Sec. 30. [297A.48] LOCAL SALES TAX RULES.

Subdivision 1. AUTHORIZATION; SCOPE. (a) A political subdivision of this

state may impose a general sales tax if permitted by special law or if the SUbAIViSion en-

acted and imposed the tax before the effective date of section 477A.016 and its predeces-
sor provision.

(b) This section governs the imposition of a general sales tax by the political subdi-

vision, | The provisions of this section preempt the provisions of any special Jaw:

(1) enacted before its effective date, or

(2) enacted after its effective date that does not explicitly exempt the special law pro-
vision from this section’s rules by reference.

cial excise tax on motor vehicles.

Subd. 2. TAX BASE. (a) The tax applies to sales taxable under this chapter that
occur within the political subdivision,

(c) This section does not apply fo or preempt a sales tax on motor vehicles or a spe-

(b) Taxable services are subject to a political subdivision’s sales tax, if they are per-
formed either:

(1) within the political subdivision, ot

(2) partly within and partly without the political subdivision and more of the service
is performed within the political subdivision, based on the cost of performance.

Subd. 3. TAXRATE. (a) The tax rate is as specified in the special law authorization
and as imposed by the political subdivision.

(b) The full political subdivision rate applies to any sales that are taxed at a state rate

less than or more than the state general sales and use tax rate,

Subd, 4. USE TAX. A compensating use tax applies, at the same rate as the sales

tax, on the use, storage, distribution, or consumption of tangible personal property or fax-
able services,

Subd. 5. EXEMPTIONS, (@) All goods or services that are otherwise exempt from
taxation under this chapter are exempt from a political subdivision’s tax.
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quircment of section 297A.25, subdivision 5, are exempt, except the qualification test
applies based on the boundaries of the political subdivision instead of the state of Minne-
sota.

(c) All mobile transportation equipment, and parts and accessories attached fo or to

be atfached to the equipment are exempt, if purchased by a holder of a motor carrier direct
pay permit under section 297A.211.

Subd. 6. CREDIT FOR OTHER LOCAL TAXES. If a person paid sales or use
tax to another political subdivision on tangible personal property or another item subject
to tax under this section, a credit applies against the tax imposed under this section. The

Credit equals the fax the person paid to the other political subdivision for the item.

Subd. 7. ENFORCEMENT; COLLECTION; AND ADMINISTRATION. (2)

The commissioner of revenue shall collect the taxes subject to this section. The comimis-
sioner may collect the tax with the state sales and use tax. All taxes under this section are

subject to the same penalties, interest, and enforcement provisions as apply to the state
sales and use tax.

(b) A request for a refund of state sales tax paid in excess of the amount of tax legally
due includes a request for a refund of the political subdivision taxes paid on the goods or

Services. The commissioner must fefund fo the taxpayer the full amount of the political
subdivision taxes paid on exempt sales or use.

(c) A political subdivision that is collecting and administering its own sales and use
tax before January 1, 1998, may elect to be exempt from this subdivision and subdivision
8.

Subd. 8. REVENUES; COST OF COLLECTION. The commissioner shall remit
the proceeds of the tax, less refunds and a proportionate share of the cost of collection, at

{east quarterly, to the political subdivision. The commissioner shall deduct from the pro-
ceeds remitted an amount that equals '

Q) the direct and indirect costs of the department to administer, audit, and collect the
political subdivision’s tax, plus

(2) the political subdivision’s proportionate share of the indirect cost of administer-
ing all taxes under this section.

Subd. 9. EFFECTIVE DATES; NOTIFICATION. (a) A political subdivision
may impose a tax under this section starting only on the first day of a calendar quarter. A

political subdivision may repeal a tax under this section stopping only on the last day ofa
calendar quarter.

(b) The political subdivision must notify the commissioner of revenue at least 90
days before imposing or repealing a tax under this section.

Subd. 10. APPLICATION. This section applies to all local sales taxes authorized
on or after the day of enactment of this act. Starting January 1, 2000, this section applies to
all local sales tax that were authorized before the day of enactment of this act.
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Sec. 31. Minnesota Statutes 1996, section 297B.01, subdivision 7, is amended to
read:

Subd. 7. SALE, SELLS, SELLING, PURCHASE, PURCHASED, OR AC-
QUIRED. “Sale,” “sells,” “selling,” “purchase,” “purchased,” or “acquired” means any
transfer of title of any motor vehicle, whether absolutely or conditionally, for a consider-
ation in money or by exchange or barter for any purpose other than resale in the regular
course of business. Any motor vehicle utilized by the owner only by leasing such vehicle
to others or by holding it in an effort to so lease it, and which is put to no other use by the
owner other than resale after such lease or effort to lease, shall be considered property
purchased for resale. The terms also shall include any transfer of title or ownership of a
motor vehicle by way of gift or by any other manner or by any other means whatsoever,
for or without consideration, except that these terms shall not include:

(a) the acquisition of a motor vehicle by inheritance from or by bequest of, a dece-
dent who owned it;

(b) the transfer of a motor vehicle which was previously licensed in the names of two
or more joint tenants and subsequently transferred without monetary consideration to
one or more of the joint tenants;

(c) the transfer of a motor vehicle by way of gift between a husband and wife or par-
ent and child; er

(d) the voluntary or involuntary transfer of a motor vehicle between a husband and
wife in a divorce proceeding:; or

from federal income taxation under section 501(6)(3) of the Internal Revenue Code, as
amended through December 31, 1996, when the motor vehicle will be used exclusively
for religious, charitable, or educational purposes.

() the transfer of a motor vehicle by way of a gift to an organization that is exernpt

Sec. 32. Minnesota Statutes 1996, section 297B.01, subdivision 8, is amended to
read:

Subd. 8. PURCHASE PRICE. “Purchase price” means the total consideration val-
ued inmoney for a sale, whether paid in money or otherwise. The purchase price excludes
the amount of 2 manufacturer’s rebate paid or payable to the purchaser. If a motor vehicle
is taken in trade as a credit or as part payment on a motor vehicle taxable under this chap-
ter, the credit or trade—in value allowed by the person selling the motor vehicle shall be
deducted from the total selling price to establish the purchase price of the vehicle being
sold and the trade—in allowance allowed by the seller shall constitute the purchase price
of the motor vehicle accepted as a trade—in. The purchase price in those instances where
the motor vehicle is acquired by gift or by any other transfer for a nominal or no monetary
consideration shall also include the average value of similar motor vehicles, established
by standards and guides as determined by the motor vehicle registrar. The purchase price
in those instances where a motor vehicle is manufactured by a person who registers it un-
der the laws of this state shall mean the manufactured cost of such motor vehicle and
manufactured cost shall mean the amount expended for materials, labor and other proper-
ly allocable costs of manufacture, except that in the absence of actual expenditures for the
manufacture of a part or all of the motor vehicle, manufactured costs shall mean the rea-
sonable value of the completed motor vehicle.
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The term “purchase price” shall not include the portion of the value of a motor ve-
hicle due solely to modifications necessary to make the motor vehicle handicapped ac-
cessible. The term “purchase price” shall not include the transfer of a motor vehicle by
way of gift between a husband and wife or parent and child, or to a nonprofit organization
as provided under section 297B.01, paragraph (e), nor shall it include the transfer of a
‘mofor vehicle by a guardian to a ward when there is no monetary consideration and the
title to such vehicle was registered in the name of the guardian, as guardian, only because
the ward was a minor, There shall not be included in “purchase price” the amount of any
tax imposed by the United States upon or with respect to retail sales whether imposed

upon thé retailer or the consumer.

The term “purchase price” shall not include the transfer of a motor vehicle as a gift
between a foster parent and foster child. For purposes of this subdivision, a foster rela-
tionship exists, regardless of the age of the child, if (1) a foster parent’s home is or was
licensed as a foster family home under Minnesota Rules, parts 9545.0010 to 9545.0260,
and (2) the county verifies that the child was a state ward or in permanent foster care.

Sec. 33. Minnesota Statutes 1996, section 349.154, subdivision 2, is amended to
read:

Subd. 2. NET PROFIT REPORTS. (a) Each licensed organization must report
monthly to the board on a form prescribed by the board each expenditure and contribu-
tion of net profits from lawful gambling. The reports must provide for each expenditure
or contribution:

(1) the name, address, and telephone number of the recipient of the expenditure or
contribution;

(2) the date the contribution was approved by the organization;
(3) the date, amount, and check number of the expenditure or contribution;

(4) a brief description of how the expenditure or contribution meets one or more of
the purposes in section 349.12, subdivision 25; and

(5) in the case of expenditures authorized under section 349.12, subdivision 25,
paragraph (a), clause (7), whether the expenditure is for a facility or activity that primari-
ly benefits male or female participants.

(b) The board shall make available to the commissioners of revenue and public safe-
ty copies of reports received under this subdivision and requested by them.

(c) The report required under this subdivision must provide for a separate account-
ing for all expenditures made from the reporting organization’s tax refund and or credit
account authorized under section 297E.02, subdivision 4, paragraph (d).

Sec. 34. Minnesota Statutes 1996, section 349.19, subdivision 2a, is amended to
read:

Subd. 2a. TAX REFUND AND OR CREDIT ACCOUNT. (2) Each organization
that receives a refund or credit under section 297E.02, subdivision 4, paragraph (d), must
eﬁabﬁshasepa;ﬁeaeeeuﬁdeﬁgaa&edasme%aﬂémd#mﬁuadaeeeuﬁ&%eergmﬁ—
gation saust (1) within four business days of receiving a refund under that paragraph de-
posit the refund in the organization’s gambling account; asd (2) within four business days
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d%gaﬁxwﬂmtha@ehﬁnsaefedﬁuﬂdeﬂh%pamgmph;&amf%ﬁemthesepe%
aecount established under subdivision 2 to the tax refund and credit account an amount
equal to the tax eredit,

(b) The name and address of the bank; the aceount number for the tax refund and
eredit account; and the names of organization members autherized as signatosies on the
aceount must be provided to the board within 30 days of the date when the organization
establishes the account- Changes in the information must be submitted to the board at
least ten days before the change is made-

(e) (b) The organization may expend money in the account the tax refund or credit
issued under section 297E.02, subdivision 4, paragraph (d), only for lawful purposes,
other than lawful purposes described in section 349.012, subdivision 25, paragraph (a),
clauses (8), (9), and (12). Amounts in the account received as refunds or allowed as cred-
its must be spent for qualifying lawful purposes no later than one year after the refund or
credit is depesited received. -

Sec. 35. Minnesota Statutes 1996, section 349.191, subdivision 1b, is amended to
read:

Subd. 1b. CREDIT AND SALES TO DELINQUENT DISTRIBUTORS. (@) Ifa
manufacturer does not receive payment in full from a distributor within 30 35 days of the
delivery of gambling equipment, the manufacturer must notify the board in writing of the
delinquency.

(b) If a manufacturer who has notified the board under paragraph (a) has not re-
ceived payment in full from the distributor within 60 days of the notification under para-
graph (a), the manufacturer must notify the board of the continuing delinquency.

(c) On receipt of a notice under paragtaph (a), the board shall order all manufactur-
ers that until further notice from the board, they may sell gambling equipment to the de-
linquent distributor only on a cash basis with no credit extended. On receipt of a notice
under paragraph (b), the board shall order all manufacturers not to sell any gambling
equipment to the delinquent distributor.

(d) No manufacturer may extend credit or sell gambling equipment to a distributor
in violation of an order under paragraph (c) until the board has authorized such credit or
sale.

Sec. 36, Laws 1993, chapter 375, article 9, section 45, subdivision 2, is amended to
read:

Subd. 2. USE OF REVENUES. (a) Revenues received from taxes authorized by
subdivision 1 shall be used by Cook county to pay the cost of collecting the tax and to pay
all or a portion of the costs of expanding and improving the heaith care facility located in
the county and known as North Shore hospital. Authorized costs include, but are not lim-
ited to, securing or paying debt service on bonds or other obligations issued to finance the
expansion and improvement of North Shore hospital. The total capital expenditures pay-
able from bond proceeds, excluding investment earnings on bond proceeds and tax reve-
nues, shall not exceed $4,000,000.

(b) Additional revenues received from taxes authorized by subdivision 1 may be
used by Cook county to pay all or a portion of the costs of betterment of Norih Shore care
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center and providing additional improvements to North Shore hospital. Authorized costs
include, but are not limited to, securing or paying debt service on bonds or other obliga-

tions issued fo finance the remodeling of North Shore care center and additional improve-
rments to North Shore hospital. The total capital expenditures payable from bond pro- |
cecds, excluding investment earnings on bond proceeds and tax revenues, shall not ex-
ceed $2,200,000. o T -

Sec. 37. Laws 1993, chapter 375, article 9, section 45, subdivision 3, is amended to
read:

Subd. 3. EXPIRATION OF TAXING AUTHORITY AND EXPENDITURE
LIMITATION. The authority granted by subdivision 1 to Cook county to impose a sales
tax shall expire when the principal and interest on any bonds or obligations issued undet
subdivision 4, paragraph (a), to finance the expansion and improvement of North Shore
hospital described in subdivision 2, paragraph (a), have been paid, or at an earlier time as
the county shall, by resolution, determine. Any funds remaining after completion of the
improvements and retirement or redemption of the bonds may be placed in the general
fund of the county.

Sec. 38. Laws 1993, chapter 375, article 9, section 45, subdivision 4, is amended to
read:

Subd. 4. BONDS. (2) Cook county may issue general obligation bonds in an amount
not to exceed $4,000,000 for the expansion and improvement of North Shore hospitals.

(b) Additionally, Cook county may issue general obligation bonds in an amount not
to exceed $2,200,000 for the beiterment of North Shore care center and additional im-
provements to North Shore hospital.

(c) The bonds may be issued without election under Minnesota Statutes, chapter
475, on the question of issuance of the bonds or a property tax to pay them. The debt rep-
resented by the bonds issued for the expansion and improvement of North Shore hospital
shall not be included in computing any debt limitations applicable to Cook county, and
the levy of taxes required by Minnesota Statutes, section 475 .61, to pay principal of and
interest on the bonds shall not be subject to any levy limitation or be included in comput-

ing or applying any levy limitation applicable to the county.
Sec. 39. Laws 1993, chapter 375, article 9, section 45, is amended by adding a subdi-
vision to read:

Subd. 5a. REFERENDUM. Jf the governing body of Cook county intends to use
the sales tax proceeds as authorized by subdivision 2, paragraph (b), it shall conduct a

teferendum on the issue. The question of so using the tax proceeds must be submitted to

the voters at a special or general election. The tax proceeds may not be used as provided in
subdivision 2, paragraph (b), unless a majority of votes cast on the question are in the

affirmative. The commissioner of revenue shall prepare a suggested form of question to
be presented at the election. The referendum must be held at a special or general election
before December 1, 1997.

Sec. 40, Laws 1993, chapter 375, article 9, section 46, subdivision 2, is amended to
read:

Subd. 2. USE OF REVENUES. Revenues received from the tax authorized by sub-
division 1 may only be used by the city to pay the cost of collecting the tax, and to pay for
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the following projects or to secure or pay any principal, premium, or interest on bonds
issued in accordance with subdivision 3 for the following projects.

(a) To pay all or a portion of the capital expenses of construction, equipment and
acquisition costs for the expansion and remodeling of the St. Paul Civic Center complex.

(b) The remainder of the funds must be spent for:

(1) capital projects to further residential, cultural, commercial, and economic devel-
opment in both downtown St. Paul and St. Paul neighborhoods; and

(2) the operating expenses of cultural organizations in the city, provided that the

amount spent under this clause may not exceed ten percent of the total amount spent un-
der this paragraph.

By January 15 of each odd-numbered year, the mayor and the city council must re-

port to the legislature on the use of sales tax revenues during the preceding two—year peri-
od,

Sec. 41. CITY OF WILLMAR; TAXES.

Subdivision 1. SALES AND USE TAX AUTHORIZED. Pursuant to the approval
of the city voters at the general election held on November 5, 1996, the city of Willmar
may, by ordinance, impose, for the purposes specified in subdivision 3, a sales and use tax
of up to one—half of one percent. The provisions of Minnesota Statutes, section 297A.43,

govern the imposition, administration, collection, and enforcement of the tax authorized
under this subdivision.

Subd. 2. EXCISE TAX AUTHORIZED. Notwithstanding Minnesota Statuies,
section 477A.016, or any other contrary provision of Iaw, ordinance, of city charter, the
city of Willmar may, by ordinance, impose, for the purposes specified in subdivision 3, an
excise tax of up to $20 per motor vehicle, as defined by ordinance, purchased or acquired

from any person engaged within the city in the business of selling motor vehicles at retail,

Subd. 3. USE OF REVENUES. Revenues received from taxes authorized by sub-
divisions 1 and 2 must be used to pay the costs of collecting the taxes, and to pay all or a

part of the capital and administrative costs of the acquisition, construction, and improve-

ment of public library facilities, including securing or paying debt service on bonds is-
sued for the project under subdivision 4. The total capital and administrative expendi-

tures payable from bond proceeds and revenues received from the takes authorized by
subdivisions 1 and 2, excluding investment earnings thercon, must not exceed
$4,500,000. ~ — _‘

Subd. 4. BONDS. The city of Willmar, pursuant to the approval of the city voters at
the general election held on November 5, 1996, may issue without additional eloction
general obligation bonds of the city in an amount not to exceed 34,500,000 fo pay capital
and administrative expenses for the acquisition, construction, and improvement of public
library facilities. The debt represented by the bonds must not be included in computing
any debt limitations applicable o the city, and the lévy of taxes required by Minnosota
Statutes, section 475.61, fo pay the principal of and interést on the bonds must not be sub-
ject to any levy limitation or be included in computing or applying any levy limitation
applicable fo the city. o o T -

Subd. 5. TERMINATION OF TAXES. The taxes imposed under subdivisions 1
and 2 expire when the city council determines that sufficient funds have been received
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from the taxes to finance the capital and administrative costs for the acquisition,
construction, and improvement of public library facilities and to prepay or retire at matu-
tity the principal, interest, and premium due on any bonds issued for the project under

subdivision 4. Any funds remaining after completion of the project and retirement or re-

demption of the bonds may be placed in the general fund of the city. The taxes imposed

nance.
Subd. 6. EFFECTIVE DATE. This section is effective August 1, 1997, upon com-

pliance by the governing body of the city of Willmar with Minnesota Statutes, section
645.021, subdivision 3.

Sec. 42. STATEMENT OF PURPOSE.

The purpose of section 5, paragraph (i), is to confirm and clarify the original intent of
the législature in enacting an exemption from the sales tax for property to be resold in the
Totmal course of business. Section 5, paragraph (i), raiifies the existing state interpreta-
fion that a resale requires the transfer of title to the property or the complete transfer of

possession and control over the property. This section does not apply to Titigation current-
ly pending before the Minnesota Supreme Coutt.

Sec. 43. RECODIFICATION.

In coordination with legislative staff, the revisor of statutes shail prepare a bill for

introduction in the 1998 session of the legislature that clarifies and recodifies chapter
297A. The department of revenue shall assist in the preparation of the legislation as re-
quested by the revisor. The revisor may consult professional groups and other interested
persons in preparing the legislation.

Sec. 44, EXPIRATION.

Minnesota Statutes, section 297A.24, subdivision 3, as added by Laws 1997, chap-
ter 84, article 3, section 5, expires January 1, 2000.

Sec. 45. APPLICATION.

Section 26 applies in the counties of Anoka, Carver, Dakota, Hennepin, Ramsey,
Scott, and Washingfon.

Sec. 46. REPEALER.

Minnesota Statutes 1996, sections 297A.01, subdivision 20; and 297A.02, subdivi-
sion 5, are repealed.

Sec. 47. EFFECTIVE DATES.

Section 3 is effective on July 1, 1997, or upon adoption of the corresponding rules,
whichever occurs earlier.

Section 4, paragraph (i), clause (iv), i effective for purchases and sales occurring
after September 30, 1987; the remainder of section 4 is effective for purchases and sales
occurring after June 30, 1997.
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Section 5, paragraph (h), is effective for purchases and sales occurring after June 30,
1997, and paragraph (i) is effective for purchases and sales occurring after December 31,
1992. T — T T -_

Sections 10 and 22 are effective for purchases, sales, storage, use, or consumption

Sections 14 and 19 are effective for purchases and sales after June 30, 1999.

Section 23 is effective January 1, 1997.

Section 24 is effective for purchases, sales, storage, use, ot consumption occurring
after April 30, 1997.

Sections 26 and 45 are effective for purchases, sales, storage, use, or consumption

occurring after July 31, 1997, and before August 1, 2003.

Section 27 is effective for purchases, sales, storage, use, or consumption occurring
after May 31, 1997,

Section 28 is effective for sales made after December 31, 1989, and before J anuary
1, 1997. The provisions of Minnesota Statutes, section 280A.50, apply to refunds
claimed under section 28. Refunds claimed under section 28 must be filed by the Tater of
December 31, 1997, or the fime limit under Minnesota Statutes, section 289A.40, subdi-
vision 1,

Sections 30, 42, and 43 are effective the day following final enactment.

Sections 36 to 39 are effective the day after compliance by the governing body of

Cook county with Minnesota Statutes, section 645.021, subdivision 3.

Section 40 is effective for STAR funds collecied after June 30, 1997.

ARTICLE 8
MINERALS TAXES

Section 1. Minnesota Statutes 1996, section 93.41, is amended to read:
93.41 STATE-OWNED IRON-BEARING MATERIALS.

Subdivision 1. USE FOR ROAD CONSTRUCTION AND OTHER PUR-
POSES. In case the commissioner of natural resources shall determine that any paint
rock, taconite, or other iron-bearing material belonging to the state and containing net
more than 45 pereent dried iron by analysis is needed and suitable for use in the construc-
tion or maintenance of any road, tailings basin, settling basin, dike, dam, bank fill, or oth-
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er works on public or private property, and that such use would be in the best interests of
the public, the commissioner may authorize the disposal of such material therefor as

hereinafter provided.

Subd. 2. MATERIALS SUBJECT TO STATE IRON ORE MINING LEASE. If
such material is subject to an existing state iron ore mining lease or located on property
subject to an existing state iron ore mining lease, the commissioner, by written agreement
With the holder of the lease, may authorize the use of the material for any purpose speci-
fied in subdivision 1 that will facilitate the mining and disposal of the iron ore therein on
such terms as the commissioner may prescribe consistent with the interests of the state, or
may authorize the holder of the lease to dispose of the material otherwise for any purpose
specified in subdivision 1upon payment of an amount therefor equivalent to the royalty
that would be payable under the terms of the lease if the material were shipped or other-
wise disposed of as iron ore, but not less than the applicable minimum rate prescribed by

section 93.20.

Subd. 3. ISSUANCE OF LEASES, ROYALTIES. If such material, whether in the
ground or in stockpile, is not subject to an existing lease, the commissioner may issue
leases for the taking and removal thereof for the purposes specified in subdivision 1 in
like manner as provided by section 92.50 for leases for the taking and removal of sand,
gravel, and other materials specified in said section, and subject to all the provisions
thereof, so far as applicable; prowided; that the amount payable for such material shall be
at least equivalent to the minimum royalty that would be payable therefor under the pro-

Subd. 4. SALE OF STOCKPILED IRON-BEARING MATERIAL IN
PLACE. If such material is in stockpile and is not subject o an existing lease, the com-
missioner may sell stockpiled iron—bearing materialin place. The sale mustbe to a person
Tiolding an interest in the surface of the property upon which the stockpile is located or to
a person holding an interést in publicly or privately owned stockpiled iron—bearing mate-
Tial located in the same stockpile.

Sec. 2. Minnesota Statutes 1996, section 273.11, subdivision 1, is amended to read:

Subdivision 1. GENERALLY. Except as provided in this section or section 273.17,
subdivision 1, all property shall be valued at its market value. The market value as deter-
mined pursuant to this section shall be stated such that any amount under $100 is rounded
up to $100 and any amount exceeding $100 shall be rounded to the nearest $100. In esti-
mating and determining such value, the assessor shall not adopt a lower or different stan-
dard of value because the same is to serve as a basis of taxation, nor shall the assessor
adopt as a criterion of value the price for which such property would sell at a forced sale,
or in the aggregate with all the property in the town or district; but the assessor shall value
each article or description of property by itself, and at such sum or price as the assessor
believes the same to be fairly worth in money. The assessor shall take into account the
effect on the market value of property of environmental factors in the vicinity of the prop-
erty. In assessing any tract or lot of real property, the value of the land, exclusive of struc-
tures and improvements, shall be determined, and also the value of all structures and im-
provements thereon, and the aggregate value of the property, including all structures and
improvements, excluding the value of crops growing upon cultivated land. In valuing
real property upon which there is a mine or quarry, it shall be valued at such price as such
property, including the mine or quarry, would sell for at a fair, voluntary sale, for cash, if
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the material being mined or quarried is not subject to taxation under section 298.015 and
the mine or quarry is not exempt from ihe general property fax under section 298.25. In
valuing real property which is vacant, platted property shail be assessed as provided in
subdivision 14. All property, or the use thereof, which is taxable under section 272.01,
subdivision 2, or 273.19, shall be valued at the market value of such property and not at
the value of a leaschold estate in such property, or at some lesser value than its market
value.

Sec. 3. Minnesota Statutes 1996, section 273.12, is amended to read:
273.12 ASSESSMENT OF REAL PROPERTY.

It shall be the duty of every assessor and board, in estimating and determining the
value of lands for the purpose of taxation, to consider and give due weight to every ele-
ment and factor affecting the market value thereof, including its location with reference
to roads and streets and the location of roads and streets thereon or over the same, and to
take into consideration a reduction in the acreage of each tract or lot sufficient to cover the
amount of land actually used for any improved public highway and the reduction in arca
of land caused thereby. It shall be the duty of every assessor and board, in estimating and
determining the value of lands for the purpose of taxation, to consider and give due
weight to lands which are comparable in character, quality, and location, to the end that
all lands similarly located and improved will be assessed upon a uniform basis and with-
out discrimination and, for agricultural lands, to consider and give recognition to its earn-
ing potential as measured by its free market rental rate.

When mineral, clay, or gravel deposits exist on a property, and their extent, quality,
and costs of extraction are sufficiently well known so as to influence market value, such
deposits shall be recognized in valuing the property; except for mineral and energy-re-
source deposits which are subject to taxation under section 298.015, and except for taco-
nite and iron-sulphide deposits which are exempt from the general property tax under
section 298.25, o _ _

Sec. 4. [273.1651] TAXATION AND FORFEITURE OF STOCKPILED ME-
TALLIC MINERALS MATERIAL.

Subdivision 1. DEFINITION. “Stockpiled metallic minerals material” for pur-
poses of this section, means surface overburden, rock, lean ore, tailings, or other material
that has been removed from ihe ground and deposited elsewhere on the surface in the pro-
cess of iron ore, taconite, or other metallic minerals mining, or in the process of benefici-
ation. Stockpiled metallic minerals material does not include processed metallic minerals
concentrates in the form of pellets, chips, briquettes, fines, or other form which have been

prepared for or are in the process of shipment.

Subd. 2. PURPOSE. The purpose of this section is to clarify the ownership of
stockpiled metallic minerals material in this state. Depending on the intent of the person
who extracted the material from the ground, stockpiled metallic minerals material may or
may not be owned separately and apart from the fee title to the surface of the real property.
Ee—legislature finds that the uncertainty of ownership of stockpiled metallic minerals
material located on real property that becomes tax forfeited has created a burden on the
public owner of the surface of the real property and an impediment to productive manage-
ment or use of a public resource.
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this section, for purposes of taxation, the definition of “real property,” as contained in
Section 272.03, subdivision 1, includes stockpiled mefallic minerals material. Nothing in
this subdivision shall be consirued to subject stockpiled metallic minerals material to the
general property tax when the stockpiled metallic minerals material is exempt from the
general property fax pursuant to section 298.015 or 298.25. If the surface of the real prop-
erty forfeits for delinquent taxes, stockpiled metallic minerals material located on the real
property forfeits with the surface of the property.

Subd. 4. PRIOR FORFEITURE. Stockpiled metallic minerals material located
on real property that forfeited prior to the effective date of this section or forfeits due to a

Judgment for delinquent taxes issued prior fo the effective date of this section shall be

assessed and faxed as real property. The tax applies only to stockpiled metallic minerals

material iocated on real property that remains.in the ownership of the state or a political

subdivision of the state. The tax shall be based on the market value of the rental of the
property for storage of stockpiled metallic minerals material.

(1) stockpiled metallic minerals material valued and taxed under other laws relating
to the taxation of minerals, gas, coal, oil, or other similar interests;

(2) stockpiled metallic minerals material that is exempt from taxation pursuant to
constitutional or related statutory provisions; or

(3) stockpiled metallic minerals material that is owned by the state.

(b) All laws for the enforcement of taxes on 1eal property shall apply to the tax im-

posed pursuant to this section on stockpiled metallic minerals material.

Subd. 6. FEE OWNER. For purposes of section 276.041, the owner of stockpiled
metallic minerals material is a fee owner.

Sec. 5. Minnesota Statutes 1996, section 282.01, subdivision 8, is amended to read:

Subd. 8. MINERALS IN TAX—FORFEITED LAND AND TAX-FORFEITED
STOCKPILED METALLIC MINERALS MATERIAL SUBJECT TO MINING;
PROCEDURES. In case the commissioner of natural resources shall notify the county
auditor of any county in writing that the minerals in any tax—forfeited land or tax—for-
feited stockpiled metallic minerals material located on tax—forfeited land in such county
have been designated as a mining unit as provided by law, or that such minerals or tax—
forfeited stockpiled metallic minerals material are subject to a mining permit or lease is-
sued therefor as provided by [aw, the surface of such tax—forfeited land shall be subject to
disposal and use for mining purposes pursuant to such designation, permit, or lease, and
shall be withheld from sale or lease by the county auditor until the commissioner shall
notify the county auditor that such land has been removed from the list of mining units or
that any mining permit or lease theretofore issued thereon is no longer in force; provided,
that the surface of such tax—forfeited land may be leased by the county auditor as pro-
vided by law, with the written approval of the commissioner, subject to disposal and use
for mining purposes as herein provided and to any special conditions relating thereto that
the commissioner may prescribe, also subject to cancellation for mining purposes on
three months written notice from the commissioner to the county auditor.
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Sec. 6. Minnesota Statutes 1996, section 282.04, subdivision 1, is amended to read:

Subdivision 1, TIMBER SALES; LAND LEASES AND USES. (a) The county
auditor may sell timber upon any tract that may be approved by the natural resources
commissioner. Such sale of timber shall be made for cash at not less than the appraised
value determined by the county board to the highest bidder after not less than one week’s
published notice in an official paper within the county. Any timber offered at such public
sale and not sold may thereafter be sold at private sale by the county auditor at not less
than the appraised value thereof, until such time as the county board may withdraw such
timber from sale. The appraised value of the timber and the forestry practices to be fol-

lowed in the cutting of said timber shall be approved by the commissioner of natural re-

sources.

(b) Payment of the full sale price of all timber sold on tax—forfeited lands shall be
made in cash at the time of the timber sale, except in the case of oral or sealed bid auction
sales, the down payment shall be no less than 15 percent of the appraised value, and the
balance shall be paid prior to entry. In the case of auction sales that are partitioned and
sold as a single sale with predetermined cutting blocks, the down payment shall be no less
than 15 percent of the appraised price of the entire timber sale which may be held until the
satisfactory completion of the sale or applied in whole or in part to the final cutting block.
The value of each separate block must be paid in full before any cutting may begin in that
block. With the permission of the county administrator the purchaser may enter unpaid
blocks and cut necessary timber incidental to developing logging roads as may be needed
to log other blocks provided that no timber may be removed from an unpaid block until
. separately scaled and paid for.

(c) The county board may require final settlement on the basis of a scale of cut prod-
ucts. Any parcels of land from which timber is to be sold by scale of cut products shall be
so designated in the published notice of sale above mentioned, in which case the notice
shall contain a description of such parcels, a statement of the estimated quantity of each
species of timber thereon and the appraised price of each specie of timber for 1,000 feet,
per cord or per piece, as the case may be. In such cases any bids offered over and above the
appraised prices shall be by percentage, the percent bid to be added to the appraised price
of each of the different species of timber advertised on the land. The purchaser of timber
from such parcels shall pay in cash at the time of sale at the rate bid for all of the timber
shown in the notice of sale as estimated to be standing on the land, and in addition shall
pay at the same rate for any additional amounts which the final scale shows to have been
cutor was available for cutting on the land at the time of sale under the terms of such sale.
Where the final scale of cut products shows that less timber was cut or was available for
cutting under terms of such sale than was originally paid for, the excess payment shall be
refunded from the forfeited tax sale fund upon the claim of the purchaser, to be audited
and allowed by the county board as in case of other claims against the county. No timber,
except hardwood pulpwood, may be removed from such parcels of land or other desig-
nated landings until scaled by a person or persons designated by the county board and
approved by the commissioner of natural resources. Landings other than the parcel of
land from which timber is cut may be designated for scaling by the county board by writ-
ten agreement with the purchaser of the timber. The county board may, by written agree-
ment with the purchaser and with a consumer designated by the purchaser when the tim-
ber is sold by the county auditor, and with the approval of the commissioner of natural
resources, accept the consumer’s scale of cut products delivered at the consumer’s land-
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ing. No timber shall be removed until fully paid for in cash. Small amounts of timber not
exceeding $3,000 in appraised valuation may be sold for not less than the full appraised
value at private sale to individual persons without first publishing notice of sale or calling
for bids, provided that in case of such sale involving a total appraised value of more than
$200 the sale shall be made subject to final settlement on the basis of a scale of cut prod-
ucts in the manner above provided and not more than two such sales, directly or indirectly
to any individual shall be in effect at one time.

(d) As directed by the county board, the county auditor may lease tax—forfeited land

to individuals, corporations or organized subdivisions of the state at public or private
vendue, and at such prices and under such terms as the county board may prescribe, for
use as cottage and camp sites and for agricultural purposes and for the purpose of taking
and removing of hay, stumpage, sand, gravel, clay, rock, marl, and black dirt therefrom,
and for garden sites and other temporary uses provided that no leases shall be for a period
to exceed ten years; provided, further that any leases involving a consideration of more
than $1,500 per year, except to an organized subdivision of the state shall first be offered
at public sale in the manner provided herein for sale of timber. Upon the sale of any such
Jeased land, it shall remain subject to the lease for not to exceed one year from the begin-
ning of the term of the lease. Any rent paid by the lessee for the portion of the term cut off
by such cancellation shall be refunded from the forfeited tax sale fund upon the claim of
the lessee, to be audited and allowed by the county board as in case of other claims against

the county.

(e) As directed by the county board, the county auditor may lease tax—forfeited land
to individuals, corporations, or organized subdivisions of the state at public or private

vendue, at such prices and under such terms as the county board may prescribe, for the

purpose of taking and removing for use for road construction and other purposes tax—for-
feited stockpiled iron-bearing material. The county auditor must determine that the ma-

terial is needed and suitable for use in @gﬁnstruction or majntenance of a road, tailings
basin, settling basin, dike, dam, bank fill, or other works on public or private property,
and that the use would be in the best interests of the public. No lease shall exceed ten

years. The use of a stockpile for these purposes must first be approved by the commis-

stoner of natural resources. The request shall be deemed approved unless the requesting
county is notified to the contrary by the commussioner of natural resources within six

months after receipt of a request for approval for use of a stockpile. Once use of a stock-

pile has been approved,_@ county may continue to lease it for these purposes until ap-

proval is withdrawn by the commissioner of natural resources.

(f) The county auditor, with the approval of the county board is authorized to grant
permits, licenses, and leases to tax—forfeited lands for the depositing of stripping, lean
ores, tailings, or waste products from mines or ore milling plants, upon such conditions
and for such consideration and for such period of time, not exceeding 15 years, as the
county board may determine; said permits, licenses, or leases to be subject to approval by
the commissioner of natural resources.

(g) Any person who removes any timber from tax—forfeited land before said timber
has been scaled and fully paid for as provided in this subdivision is guilty of a misde-
meanor.

(h) The county auditor may, with the approval of the county board, and without first
offering at public sale, grant leases, for a term not exceeding 25 years, for the removal of
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peat from tax-forfeited lands upon such terms and conditions as the county board may
prescribe. Any lease for the removal of peat from tax—forfeited lands must first be re-
viewed and approved by the commissioner of natural resources if the lease covers 320 or
more acres. No lease for the removal of peat shall be made by the county auditor pursuant
to this section without first holding a public hearing on the auditor’s intention to lease.
One printed notice in a legal newspaper in the county at least ten days before the hearing,
and posted notice in the courthouse at least 20 days before the hearing shall be given of
the hearing,

Sec. 7. Minnesota Statutes 1996, section 298.24, subdivision 1, is amended to read:

Subdivision 1. (a) For concentrate produced in 1992, 1993, 1994, and 1995 there is
imposed upon taconite and iron sulphides, and upon the mining and quarrying thereof,
and upon the production of iron ore concentrate therefrom, and upon the concentrate so
produced, a tax of $2.054 per gross ton of merchantable iron ore concentrate produced
therefrom.

(b) On concentrates produced in 1997 and thereafter, an additional tax is imposed
equal to three cents per gross ton of merchantable iron ore concentrate for each one per-

cent that the iron content of the product exceeds 72 percent, when dried a 212 degrees

Fahrenheit.

(c) For concentrates produced in 1996 and subsequent years, the tax rate shall be
equal to the preceding year’s tax rate plus an amount equal to the preceding year’s tax rate
multiplied by the percentage increase in the implicit price deflator from the fourth quarter
of the second preceding year to the fourth quarter of the preceding year, provided that, for
concentrates produced in 1996 only, the increase in the rate of tax imposed under this sec-
tion over the rate imposed for the previous year may not exceed four cents per ton, “Im-
plicit price deflator” for the gross national product means the implicit price deflator pre-
pared by the bureau of economic analysis of the United States Department of Commerce.

{e) (d) The tax shall be imposed on the average of the production for the current year
and the previous two years. The rate of the tax imposed will be the current year’s tax rate.
This clause shall not apply in the case of the closing of a taconite facility if the property
taxes on the facility would be higher if this clause and section 298.25 were not applicable.

(&) (e) If the tax or any part of the tax imposed by this subdivision is held to be uncon-
stitutional, a tax of $2.054 per gross ton of merchantable iron ore concentrate produced
shall be imposed.

{e) () Consistent with the intent of this subdivision to impose a tax based upon the
weight of merchantable iron ore concentrate, the commissioner of revenue may indirect-
ly determine the weight of merchantable iron ore concentrate included in fluxed pellets
by subtracting the weight of the limestone, dolomite, or olivine derivatives or other basic
flux additives included in the pellets from the weight of the pellets. For purposes of this
paragraph, “fluxed pellets” are pellets produced in a process in which limestone, dolo-
mite, olivine, or other basic flux additives are combined with merchantable iron ore con-
centrate. No subtraction from the weight of the pellets shall be allowed for binders, min-
eral and chemical additives other than basic flux additives, or moisture.

¢ () (1) Notwithstanding any other provision of this subdivision, for the first five
years of a plant’s production of direct reduced ore; the rate of the tax on direct reduced ore

New language is indicated by underline, deletions by strikeout.

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 231, Art. 8 LAWS of MINNESOTA for 1997 2554

is determined under this pasagraph two years of a plant’s production of direct reduced
ore, no tax is imposed under this section. As used in fhis paragraph, “direct reduced ore”
Is ore that results in a product that has an iron content of at least 75 percent. For the third
year of a plant’s production of direct reduced ore, the rate to be applied to direct reduced
ore is 75 percent of the rate otberwise determined under this subdivision for the first
M&M%M&eﬁed&eﬁ%%%@%%eﬁ&e%m%
te;mﬁedf%aay;emaﬁde&ﬁ%he%a*payerhadmpmdueﬁenméhemeyempﬁefmthe
emeﬁpwdueﬁeﬂyea&the%mageeﬁgible%betaxeda%%peweﬂeﬁhem&eethep
m@mmmmmmmmm%wmm@eﬁwmmm
pﬁe&yeagthe%mageeﬁgible%be%ed%%p%eﬁhe%e&hem&sedet@miﬂed
under this subdivision is the first 333,333 tons. For the fourth such production year, the

(2) Subject to clause (1), production of direct reduced ore in this state is subject to the
tax imposed by this section, but if that production is not produced by a producer of taco-
nite or iron sulfides, the production of taconite or iron sulfides consumed in the produc-
tion of direct reduced iron in this state is not subject to the tax imposed by this section on
taconite or iron sulfides.

Sec. 8. Minnesota Statutes 1996, section 298.28, subdivision 9a, is amended to read:

Subd. 9a. TACONITE ECONOMIC DEVELOPMENT FUND. (a) 15.4 cents
per ton for distributions in 1996, 1998,.and 1999 and 20.4 cents per ton for distributions in
1997, 1998; and 1999 shall be paid to the taconite economic development fund. No dis-
tribution shall be made under this paragraph in any year in which total industry produc-
tion falls below 30 million tons.

(b) An amount equal to 50 percent of the tax under section 298.24 for concentrate
sold in the form of pellet chips and fines not exceeding 5/16 inch in size and not including
crushed pellets shall be paid to the taconite economic development fund. The amount
paid shall not exceed $700,000 annually for all companies. If the initial amount to be paid
to the fund exceeds this amount, each company’s payment shall be prorated so the total
does not exceed $700,000.

Sec. 9. Minnesota Statutes 1996, section 298.28, is amended by adding a subdivi-
sion to read:

Subd. 9b. TACONITE ENVIRONMENTAL FUND. Five cents per ton for dis-

tributions in 1998 and 1999 shall be paid to the taconite environmental fund for use under

Section 298.2061. No distribution may be made under this paragraph in any year in which
total industry production falls below 30,000,000 tons.

Sec. 10. Minnesota Statutes 1996, section 298.296, subdivision 4, is amended to
read:

Subd. 4. TEMPORARY LOAN AUTHORITY. (a) The board may recommend
that up to $16,000;600 $7,500,000 from the corpus of the trust may be used for loans as

provided in this subdivision. The money would be available for loans for construction
and equipping of facilities constituting (1) a value added iron products plant, which may
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be either a new plant or a facility incorporated into an existing plant that produces iron
upgraded to a minimum of 75 percent iron content or any iron atloy with a total minimum
metallic content of 90 percent; or (2) a new mine or minerals processing plant for any
mineral subject to the net proceeds tax imposed under section 298.015. A loan under this
paragraph may not exceed $5,000,000 for any facility.

(b) Additionally, the board must reserve the first $2,000,000 of the net interest, divi-
dends, and earnings arising from the investment of the trust after June 30, 1996, to be used
for additional grants for the purposes set forth in paragraph (a). This amount must be re-
served until it is used for the grants or until June 30, 1998, whichever is earlier.

(c) Additionally, the board may recommend that up to $3,000,000 $5,500,000 from
the corpus of the trust may be used for additional grants for the purposes set forth in para-
graph (a).

(d) The board may require that it receive an equity percentage in any project to
which it contributes under this section.

(e) The authority to make loans and grants under this subdivision terminates June
30, 1998.

Sec. 11, Minnesota Statutes 1996, section 298.2961, subdivision 1, is amended to
read:

Subdivision 1. APPROPRIATION. (a) $10,000,000 is appropriated from the
northeast Minnesota economic protection trust fund to a special account in the taconite
area environmental protection fund for grants or loans to producers on a project-by—proj-
ect basis as provided in this section.

(b) The proceeds of the tax designated under section 298.28, subdivision 9b, are ap-

propriated for grans and Ioans to producers on a project-by-project basis as provided in
this section,

Sec. 12. Minnesota Statutes 1996, section 298.75, subdivision 1, is amended toread:

Subdivision 1. DEFINITIONS. Except as may otherwise be provided, the follow-
ing words, when used in this section, shall have the meanings herein ascribed to them.

(1) “Aggregate material” shall mean nonmetallic natural mineral aggregate includ-
ing, but not limited to sand, silica sand, gravel, building stone, crushed rock, limestone,
and granite. Aggregate material shall not include dimension stone and dimension granite.
Aggregate material must be measured or weighed after it has been extracted from the pit,
quarry, or deposit. - - - T

(2) “Person” shall mean any individual, firm, partnership, corporation, organiza-
tion, trustee, association, or other entity.

(3) “Operator” shall mean any person engaged in the business of removing aggre-
gate material from the surface or subsurface of the soil, for the purpose of sale, either di-
rectly or indirectly, through the use of the aggregate material in a marketable product or
service.

(4) “Extraction site” shall mean a pit, quarry, or deposit containing aggregate mate-
tial and any contiguous property to the pit, quarry, or deposit which is used by the opera-
tor for stockpiling the aggregate material.
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(5) “Importer” shall mean any person who buys aggregate material produced from a
county not listed in paragraph (6) or another state and causes the aggregate material to be
imported into a county in this state which imposes a tax on aggregate material.

(6) “County” shall mean the counties of Pope, Stearns, Benton, Sherburne, Carver,
Scott, Dakota, Le Sueur, Kittson, Marshall, Pennington, Red Lake, Polk, Norman, Mah-
nomen, Clay, Becker, Carlton, St. Louis, Rock, Murray, Wilkin, Big Stone, Sibley, Hen-
nepin, Washington, Chisago, and Ramsey.

Sec. 13. Minnesota Statutes 1996, section 298.75, subdivision 4, is amended to read:

Subd. 4. If the county auditor has not received the report by the 15th day after the last
day of each calendar quarter from the operator or importer as required by subdivision 3 or
has received an erroneous report, the county auditor shall estimate the amount of tax due
and notify the operator or importer by registered mail of the amount of tax so estimated
within the next 14 days. An operator or importer may, within 30 days from the date of
mailing the notice, and upon payment of the amount of tax determined to be due, file in
the office of the county auditor a written statement of objections o the amount of taxes
determined to be due. The statement of objections shall be deemed to be a petition within
the meaning of chapter 278, and shall be governed by sections 278.02 to 278.13.

Sec. 14. Minnesota Statutes 1996, section 298.75, is amended by adding a subdivi-
sion to read:

Subd. 8. The county auditor or its duly authorized agent may examine records, in-
cluding computer records, maintained by an importer or operator. The term “record” in-

Cludes, but is not limited to, all accounts of an importer or operator. The county auditor

musthave access at all reasonabie times to inspect and copy all business records related to
an importer’s or operator’s collection, transportation, and disposal of aggregate to the ex-
tent necessary to ensure that all aggregate material production taxes required to be paid
have beon remitted fo the county. The records must be maintained by the fmporter or op-
erator for 10 less than six years. - T T

Sec. 15. ST. LOUIS COUNTY TOWNS.

Subdivision 1. TAX MAY BE IMPOSED; CONDITIONS. If the St. Louis county
board does not approve section 12, as provided in section 18, each of the following towns
in St. Louis county may impose the aggregate materials tax under Minnesota Statutes,
Section 298.75: the towns of Alden, Brevator, Canosia, Duluth, Fredenberg, Gnesen,

way.
Subd. 2. PROVISIONS THAT APPLY. For purposes of exercising the powers

contained in Minnesota Statutes, section 29875, the “town” is deemed to be the
“county.”

In those towns located in St. Louis County that impose the tax under Minnesota Stat-
utes, section 298.75, all provisions in that section shall apply to those towns, except that
in lien of the distribution of the tax proceeds under subdivision 7, all proceeds from this

Subd. 3. APPROVAL. A tax imposed under this section is effective in the town that
approves it the day after compliance by the town with the requirements of Minnesota

Statutes, section 645.021, subdivision 3.
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Sec. 16. USE OF PRODUCTION TAX PROCEEDS.

due to the implicit price deflator increase as provided in Minnesota Statutes, section
298.24, subdivision 1, paragraph (c), for concentrates produced in 1997 shall be used by

the board to make a grant to the city of Hoyt Lakes to be used for the establishment of an

industrial patk in the city.

Sec. 17. SALES OF LANDS BY SCOTT COUNTY; AGGREGATE MATERI-
ALS.

Minerals subject to reservation by Scott county under Minnesota Statutes, section
373,01, subdivision 1, clause (1), do not include minerals defined as agpregate material
by Minnesota Statutes, section 298,75, subdivision 1, that are present in and upon the fol-
lowing described property:

All that part of the East Half of the Southwest Quarter in Section 33, Township 115,

Range 23, Scott County MN; which lies westerly of the westerly right of way line of the

Chicago, St. Paul, Minneapolis, and Omaha Railway Company (Chicago and North-
Western Railway), _ -

Together with all that part of the East Half of the Southwest Quarter of Section 33,
Township 115, Range 23, Scott County, MN; lying easterly of the easterly right of way
line of the Chicago, St. Paul, Minncapolis and Omaha Railway Company (Chicago and
NorihiWestern Railway); and all that part of the West Half of the Southeast Ouarter of said

Section 33 lying westerly of the westerly right of way iin of the Minneapolis and St.

Louis Railroad; excepting therefrom the following described parcel:
EXCEPTION:

Commencing at the Southwest corner of the Southeast Quarter of said Section
33; thence on an assumed bearing of North §7 degrees 25 minuies 08 seconds
Bast along the South Iine of said Southeast Quarter a distance of 501,49 feof;
thence North 02 degrees 24 minutes 52 seconds West a distance of 750.00
Teet; thence South 87 degrees 12 mimites 56 seconds East a distance of 750.00
feet; thence South 02 degrees 34 minutes 52 seconds Fast a distance of 750.00
feot to the South Tine of said East Half of the Southwest Quarter; thencé North

86 degrees 48 minutes 19 seconds East along said South line of the Bast Half

of the Southwest Quarfer a distance of 248.57 feet to the point of beginning.

Together with Tract A, Registered Land Survey Number 86; and Tract C, Registered
Land Survey Number 136; as filed in the office of the Registrar of Titles, Scott County,
Minnesota. .

"The county may sell, lease, or convey the property and except the aggregate material
from the mineral reservation required by Minnesota Statutes, section 373.01, subdivision
1, and it may Iease the aggregate material upon conditions different from those prescribed
by that subdivision.

Sec. 18. EFFECTIVE DATE.

Section 7 is effective for production years beginning after December 31, 1996.

Section 12 is effective for Pope county the day after compliance by Pope county
with the requirements of Minnesota Statutes, section 645.021, subdivision 3.
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Section 12 is effective for Carlton county the day after compliance by Carlton
county with the requirements of Minnesota Statutes, section 645.021, subdivision 3.

Section 12 is effective for St. Louis county the day after compliance by St. Louis
county with the requirements of Minnesota Statutes, section 645.021, subdivision 3.

ARTICLE 9
BUDGET RESERVE

Section 1. Minnesota Statutes 1996, section 16A.152, subdivision 2, is amended to
read: '

Subd. 2. ADDITIONAL REVENUES; PRIORITY. If on the basis of a forecast of
general fund revenues and expenditures after November 1 in an odd-numbered year, 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 allo-
catemoneyw%hebudgﬁ;esewem}tﬁthemtalamemmthea%emiswg&m
Aaameuﬂequalmaﬂyamm&emnalum@smewdbudgem;ygenerﬂfwdbalaﬂ%
made available as the result of a forecast in an odd-—numbered calendar year after Novem-
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limited to the amount forecast to be available at the end of the current fiscal year as fol-

lows:

$522,000,000; then

(b) 60 percent to the property tax reform account established in section 16A.1521;
and

(c) 40 percent is an unrestricted balance in the general fund.

The amounts necessary to meet the requirements of this section are appropriated

Sec. 2. [16A.1521] PROPERTY TAX REFORM ACCOUNT.

(a) A property tax reform account is established in the general fund.

(b) Amounts in the account are available for and may only be spent to reform the
property tax system by:

(1) reducing the class rates to the target rates specified in section 273.13, subdivision
32, or to further reduce the ratio of the highest class rate to lowest class rate;
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(2) increasing state education aids to reduce property taxes;

(3) increasing the state share of education funding to 70 percent;

(4) increasing the education homestead credit; ot

(5) increasing the property tax refund.

As provided by section 273.13, subdivision 32, the governor shall recommend to the leg-
islature uses of money in the account to compress class rate ratios, while mitigatingTh_?;
shifting of relative property tax burdens from one class fo anofher through the mecha-
nisms listed in clauses (2) through (5). T -

(c) The balance in the account does not cancel and remains in the account until ap-
propriated for property tax reform. Investment earnings on the account are credited to the
account, ‘

Sec. 3. Minnesota Statutes 1996, section 124,195, subdivision 7, is amended to read:

Subd. 7. PAYMENTS TO SCHOOL NONOPERATING FUNDS. Each fiscal
year state general fund payments for a district nonoperating fund shall be made at 85 per-
cent of the estimated entitlement during the fiscal year of the entitlement; unless ahigher
rate has been established according to section 121.904; subdivision 4d. This amount shall
be paid in 12 equal monthly installments. The amount of the actual entitlement, after ad-
justment for actual data, minus the payments made during the fiscal year of the entitle-
ment shall be paid prior to October 31 of the following school year. The commissioner
may make advance payments of homestead and agricultural credit aid for a district’s debt
service fund earlier than would occur under the preceding schedule if the district submits
evidence showing a serious cash flow problem in the fund. The commissioner may make
carlier payments during the year and, if necessary, increase the percent of the entitlement
paid to reduce the cash flow problem.

Sec. 4. Minnesota Statutes 1996, section 124.195, subdivision 10, is amended to
read:

Subd. 10. AID PAYMENT PERCENTAGE. Except as provided in subdivisions 8,
9, and 11, each fiscal year, all education aids and credits in this chapter and chapters 121,
123, 124A, 124B, 125, 126, 134, and section 273.1392, shall be paid at 90 percent for
districts operating a program under section 121,585 for grades 1 to 12 for all students in
the district and 85 percent for other districts of the estimated entitlement during the fiscal
year of the entitlement; unless a higher rate has been established according to section
421-904; subdivision 4d. Districts operating a program under section 121.585 for grades
1 to 12 for all students in the district shall receive 85 percent of the estimated entitlement
plus an additional amount of general education aid equal to five percent of the estimated
entitlement. For all districts, the final adjustment payment, according to subdivision 6,
shall be the amount of the actual entitlement, after adjustment for actual data, minus the
payments made during the fiscal year of the entitlement.

Sec. 5. APPROPRIATIONS,
Subdivision 1. BUDGET RESERVE. An amount sufficient to increase the budget
reserve to $522,000,000 on July 1, 1997, is appropriated from the general fund.

Subd. 2. PROPERTY REFORM ACCOUNT. $46,000,000 is appropriated to the
property tax reform account from the general fund for fiscal year 2000.
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Sec. 6. REPEALER.
Minnesota Statutes 1996, section 121.904, subdivision 4d, is repealed.
Sec. 7. EFFECTIVE DATE.

ARTICLE 10
TAX INCREMENT FINANCING

Section 1. Minnesota Statutes 1996, section 469.174, subdivision 10, is amended to
read:

Subd. 10. REDEVELOPMENT DISTRICT. (2) “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, rea-
sonably distributed throughout the district, exists:

(1) parcels consisting of 70 percent of the area of the district are occupied by build-
ings, streets, utilities, or other improvements and more than 50 percent of the buildings,
not including outbuildings, are structurally substandard to a degree requiring substantial
renovation or clearance; or

(2) the propetty consists of vacant, unused, underused, inappropriately used, ot in-
frequently used railyards, rail storage facilities, or excessive or vacated railroad rights—

of—way.

(b) For purposes of this subdivision, “structurally substandard” shall mean contain-
ing 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 suf-
ficient total significance to justify substantial renovation or clearance.

(c) A building is not structurally substandard if it is in compliance with the building
code applicable to new buildings or could be modified to satisfy the building code at a
cost of less than 15 percent of the cost of constructing a new structure of the same square
footage and type on the site. The municipality may find that a building is not disqualified
as structurally substandard under the preceding sentence on the basis of reasonably avail-
able evidence, such as the size, type, and age of the building, the average cost of plumb-
ing, electrical, or structural repairs, or other similar reliable evidence. Hthe evidence sup-
peﬁsa;emnabk%nduﬁen%%hebuﬂd&gisaﬁdgqualﬁied%smmﬂym
dard; The municipality may not make such a determination without an interior inspection
ot of the property, but need not have an independent, expert appraisal prepared of the cost
of repair and rehabiliiation of the building. An interior inspection of the property is not
required, if the municipality finds that (1) the municipality or authority is unable to gain

access fo the property after using its best efforts to obtain permission from the party that
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owns or controls the property; and (2) the evidence otherwise supports areasonable con-
clusion that the building is structurally substandard. Tfems of evidence that support sucha
conclusion include recent fire or police inspections, on—site property tax appraisals or
housing inspections, exterior evidence of deterioration, or other similar reliable 6vi-
dence. Written documentation of the findings and reasons why an interior inSpection was
not conducted must be made and refained under section 469,175, subdivision 3, clause ’

o d must be

(d) A parcel is deemed to be occupied by a structurally substandard building for pur-
poses of the finding under paragraph (a) if all of the following conditions are met:

(1) the parcel was occupied by a substandard building within three years of the filing
of the request for certification of the parcel as part of the district with the county auditor;

(2) the substandard building was demolished or removed by the authority or the de-
molition or removal was financed by the authority or was done by a developer under a
development agreement with the authority;

(3) the authority found by resolution before the demolition or removal that the parcel
was occupied by a structurally substandard building and that after demolition and clear-
ance the authority intended to include the parcel within a district; and

(4) upon filing the request for certification of the tax capacity of the parcel as partof
adistrict, the authority notifies the county auditor that the original tax capacity of the par-
cel must be adjusted as provided by section 469.177, subdivision 1, paragraph (h).

{e) (e) For purposes of this subdivision, a parcel is not occupied by buildings, streets,
utilities, or other improvements unless 15 percent of the area of the parcel contains im-
provements.

(@ () For districts consisting of two or more noncontiguous areas, each area must
qualify as a redevelopment district under paragraph (a) to be included in the district, and
the entire area of the district must satisfy paragraph (a).

Sec. 2. Minnesota Statutes 1996, section 469.174, is amended by adding a subdivi-
sion to read:

Subd. 25. INCREMENT. “Increment,” “tax increment,” “tax increment reve-

nues,” “revenues derived from tax increment,” and other similar terms for a district in-
clude: o

(1) taxes paid by the captured net tax capacity, but excluding any excess taxes, as -

(2) the proceeds from the sale or lease of property, tangible or intangible, purchased

(3) repayments of loans or other advances made by the authority with tax incre-
ments; and B

(4) interest or other investment earnings on or from tax increments,
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Sec. 3. Minnesota Statutes 1996, section 469.174, is amended by adding a subdivi-
sion to read: . :

Subd. 26. POPULATION. “Population” means the population established as of
December 31 by the most recent of the following:

(1) the federal census;

(2) a special census conducted under contract with the United States Bureau of the
Census; -

(3) a population estimate made by the metropolitan council; and

(4) a population estimate made by the state demographer under section 4A.02.

The population so established applies to the following calendar year.

Sec. 4. Minnesota Statutes 1996, section 469.174, is amended by adding a subdivi-
sion to read:

Subd. 27. SMALL CITY. “Small city” means any home rule charter or statutory
city fhat has a population of 5,000 or less and that is located ten miles or more from a

fiome rule charter or statufory city, located in this state, with a population of 10,000 or

more. For purposes of this definition, the distance between cities is measured by drawing

a straight line from the nearest boundaries of the two cities.

Sec. 5. Minnesota Statutes 1996, section 469.175, subdivision 3, is amended to read:

Subd. 3. MUNICIPALITY APPROVAL. A county auditor shall not certify the
original net tax capacity of a tax increment financing district until the tax increment fi-
nancing 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 incre-
ment financing plan by the municipality before the authority may use tax increment fi-
nancing. The municipality shall approve the tax increment financing plan only after a
public hearing thereon after published notice in a newspaper of general circulation in the
municipality at least once not less than ten days nor more than 30 days prior to the date of
the hearing. The published notice must include a map of the area of the district from
which increments may be collected and, if the project area includes additional area, a map
of the project area in which the increments may be expended. The 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 determination:

(1) that the proposed tax increment financing district is a redevelopment district, a
renewal or renovation district, a mined underground space development district, a hous-
ing district, a soils condition district, or an economic development district; if the pro-
posed district is a redevelopment district or a renewal or renovation district, the reasons
and supporting facts for the determination that the district meets the criteria of section
469.174, subdivision 10, paragraph (2), clauses (1) and (2), or subdivision 10a, must be
documented in writing and retained and made available to the public by the authority un-
il the district has been terminated.
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(2) that the proposed development or redevelopment, in the opinion of the munici-
pality, would not reasonably be expected to occur solely through private investment
within the reasonably foreseeable future and that the increased market value of the site
that could reasonably be expected to occur without the use of tax increment financing
would be less than the increase in the market value estimated to result from the proposed
development after subtracting the present value of the projected tax increments for the
maximum duration of the district permitted by the plan. The requirements of this clause
do not apply if the district is a qualified housing district, as defined in section 273.1399,
subdivision 1.

(3) that the tax increment financing plan conforms to the general plan for the devel-
opment or redevelopment of the municipality as a whole.

(4) that the tax increment financing plan will afford maximum opportunity, consis-
tent with the sound needs of the municipality as a whole, for the development or redevel-
opment 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 ap-
prove 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 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. 6. Minnesota Statutes 1996, section 469.176, subdivision 1b, is amended to
read:

Subd. 1b. DURATION LIMITS; TERMS. (2) No tax increment shall in any event
be paid to the authority

(1) after 25 years from date of receipt by the authority of the first tax increment for a
mined underground space development district,

(2) after 15 years after receipt by the authority of the first increment for a renewal
and renovation district,

(3) after 12 20 years from approval of the tax increment financing plan after receipt
by the authority of the first increment for a soils condition district,

(4) after nine years from the date of the receipt, or 11 years from approval of the tax
increment financing plan, whichever is less, for an economic development district,

(5) for a housing district or a redevelopment district, after 20 years from the date of
receipt by the authority of the first tax increment by the authority pursuant to section
469.175, subdivision 1, paragraph (b); or, if no provision is made under section 469.175,
subdivision 1, paragraph (b), after 25 years from the date of receipt by the authority of the
first increment,

(b) For purposes of determining a duration limit under this subdivision or subdivi-
sion 1e that is based on the receipt of an increment, any increments from taxes payable in
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the year in which the district terminates shall be paid to the authority. This paragraph does
not affect a duration limit calculated from the date of approval of the tax increment fi-
nancing plan or based on the recovery of costs or to a duration limit under subdivision 1c.
This paragraph does not supersede the restrictions on payment of delinquent taxes in sub-
division 1f. :

Sec. 7. Minnesota Statutes 1996, section 469.176, subdivision 4c, is amended to
read:

Subd. 4c. ECONOMIC DEVELOPMENT DISTRICTS. (a) Revenue derived
from tax increment from an economic development district may not be used to provide
improvements, loans, subsidies, grants, interest rate subsidies, or assistance in any form
to developments consisting of buildings and ancillary facilities, if more than 15 percent
of the buildings and facilities (determined on the basis of square footage) are used for a
purpose other than:

(1) the manufacturing or production of tangible personal property, including proces-
sing resulting in the change in condition of the property; -

) warchousing, storage, and distribution of tangible personal property, excluding
retail sales;

(3) research and development related to the activities listed in clause (1) or (2);
(4) telemarketing if that activity is the exclusive use of the property;

(5) tourism facilities; or

(6) qualified border retail facilities;

(7) space necessary for and related to the activities listed in clauses (1) to {3 (6).

(b) Notwithstanding the provisions of this subdivision, revenue derived from tax in-
crement from an economic development district may be used to pay for site preparation
and public improvements, if the following conditions are met:

(1) bedrock soils conditions are present in 80 percent or more of the acreage of the
district; :

(2) the estimated cost of physical preparation of the site exceeds the fair market val-
ue of the land before completion of the preparation; and

(3) revenues from tax increments are expended only for the additional costs of pre-
paring the site because of unstable soils and the bedrock soils condition, the additional
cost of installing public improvements because of unstable soils or the bedrock soils
condition, and reasonable administrative costs.

(c) Notwithstanding the provisions of this subdivision, revenues derived from tax
increment from an economic development district may be used to provide improve-

nicipal jurisdiction of a small city, if the revenues derived from increments are spent only
to assist the facility directly or for administrative expenses, the assistance is necessary to
develop the facility, and all of the increments, except those for adminisirative expenses,
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(d) For purposes of this subdivision, a qualified border retail facility is a develop-
ment consisting of a shopping center or one or more retail stores, if the authority finds that
all of the following conditions are satisfied:

(1) the district is in a small city located within one mile or less of the border of the
state,

(2) the development is not located in the seven county metropolitan area, as defined
in section 473.121, subdivision 2;

(3) the development will contain new buildings or will substantially rehabilitate ex-
isting buildings that together contain at least 25,000 square feet of retail space; and

(4) without the use of tax increment financing for the development, the development
or asimilar competing development will instead occur in the bordering state or province.

small 01ty

Sec. 8. Minnesota Statutes 1996, section 469.176, subdivision 4j, is amended to
read: ’

Subd. 4j. REDEVELOPMENT DISTRICTS. At least 90 percent of the revenues
derived from tax increments from a redevelopment district or renewal and renovation
district must be used to finance the cost of correcting conditions that allow designation of
redevelopment and renewal and renovation districts under section 469,174. These costs
include, but are not limited to, acquiring properties containing structurally substandard
bu1ld1nés—~o—r improvements 5 hazardous substances, pollution, or contaminants, acquir-
ing adjacent parcels necessary to provide a site of sufficient size o permit development,
‘demolition and rehabilitation of structures, clearing of the land, the removal of hazardous
substances or remediation necessary to development of the land, and instaflation of utili-
ties, roads, 51dewa1ks, and parkmg facilities for the 31te The allocated admmlstratlve ex-

Sec. 9. Minnesota Statutes 1996, section 469.176, subdivision 5, 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 to which tax increment from the
property acquired is pledged unless prior to acquisition in excess of the percentages, the
authority has concluded an agreement for the development or redevelopment of the prop-
erty 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, subdivi-
sion 16, or part of a hazardous substance subdistrict established under section 469.175,
subdivision 7.
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Sec. 10. Minnesota Statutes 1996, section 469.177, subdivision 1, is amended to
read:

Subdivision 1. ORIGINAL NET TAX CAPACITY. (a) Upon or after adoption of
a tax increment financing plan, the auditor of any county in which the district is sitvated
shall, upon request of the authority, certify the original net tax capacity of. the tax incre-
ment financing district and that portion of the district overlying any subdistrict as de-
scribed in the tax increment financing plan and shall certify in each year thereafter the
amount by which the original net tax capacity has increased or decreased as a result of a
change in tax exempt status of property within the district and any subdistrict, reduction
or enlargement of the district or changes pursuant to subdivision 4.

(b) In the case of a mined underground space development district the county audi-
tor shall certify the original net tax capacity as zero, plus the net tax capacity, if any, pre-
viously assigned to any subsurface area included in the mined underground space devel-
opment district pursuant to section 272.04.

(c) For districts approved under section 469.175, subdivision 3, or parcels added to
existing districts after May 1, 1988, if the classification under section 273.13 of property
located in a district changes to a classification that has a different assessment ratio, the
original net tax capacity of that property must be redetermined at the time when its use is
changed as if the property had originally been classified in the same class in which it is
classified after its use is changed.

(d) The amount tobe added to the original net tax capacity of the district as a result of
previously tax exempt real property within the district becoming taxable equals the net
tax capacity 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 property taxable, the net tax capacity assessed by the assessor at the time of the trans-
fer. If substantial taxable improvements were made to a parcel after certification of the
district and if the property later becomes tax exempt, in whole or part, as a result of the
authority acquiring the property through foreclosure or exercise of remedies under a
lease or other revenue agreement or as a result of tax forfeiture, the amount to be added to
the original net tax capacity of the district as a result of the property again becoming tax-
able is the amount of the parcel’s value that was included in original net tax capacity when
the parcel was first certified. The amount to be added to the original net tax capacity of the
district as a result of enlargements equals the net tax capacity 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 469.175, subdivision 4.

(e) For districts approved under section 469.175, subdivision 3, or parcels added to
existing districts after May 1, 1988, if the net tax capacity of a property increases because
the property no longer qualifies under the Minnesota agricultural property tax law, sec-
tion 273.111; the Minnesota open space property tax law, section 273.112; or the metro-
politan agricultural preserves act, chapter 473H, or because platted, unimproved proper-
ty is improved or three years pass after approval of the plat under section 273.11, subdivi-
sion 1, the increase in net tax capacity must be added to the original net tax capacity.

(f) Bach year the auditor shall also add to the original net tax capacity of each eco-
nomic development district an amount equal to the original net tax capacity for the pre-
ceding year multiplied by the average percentage increase in the market value of all prop-
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erty included in the economic development district during the five years prior to certifica-
tion of the district. In computing the average percentage increase in market value, the au-
ditor shall exclude the market value, as estimated by the assessor, that is attributable to
new construction; exfension of sewer, water, roads, or other public ufilities, or platting of
the land.

() The amount to be subtracted from the original net tax capacity of the district as a
result of previously taxable real property within the district becoming tax exempt, or a
reduction in the geographic area of the district, shall be the amount of original net tax
capacity initially attributed to the property becoming tax exempt or being removed from
the district. If the net tax capacity of property located within the tax increment financing
district is reduced by reason of a court~ordered abatement, stipulation agreement, volun-
tary abatement made by the assessor or auditor or by order of the commissioner of reve-
nue, the reduction shall be applied to the original net tax capacity of the district when the
property upon which the abatement is made has not been improved since the date of certi-
fication of the district and to the captured net tax capacity of the district in each year there-
after 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 certifica-
tion of the authority and any modification thereof pursuant to section 469.175, subdivi-
sion 4.

(h) If a parcel of property contained a substandard building that was demolished or
removed and if the authority elects to treat the parcel as occupied by a substandard build-
ing under section 469.174, subdivision 10, paragraph (b), the auditor shall certify the
original net tax capacity of the parcel using the greater of (1) the current net tax capacity
of the parcel, or (2) the estimated market value of the parcel for the year in which the
building was demolished or removed, but applying the class rates for the current year.

Sec. 11. Minnesota Statutes 1996, section 469.177, subdivision 3, is amended to
read;

Subd. 3. TAX INCREMENT, RELATIONSHIP TO CHAPTERS 276A AND
473F. (a) Unless the governing body elects pursuant to clause (b) the following method of
computation shall apply to a district other than an economic development district for

(1) The original net tax capacity and the current net tax capacity shall be determined
before the application of the fiscal disparity provisions of chapter 276A or 473F. Where
the original net tax capacity is equal to or greater than the current net tax capacity, there is
no captured net tax capacity and no tax increment determination, Where the original net
tax capacity is less than the current net tax capacity, the difference between the original
net tax capacity and the current net tax capacity is the captured net tax capacity. 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 net tax ca-
pacity of the authority.

(2) The county auditor shall exclude the retained captured net tax capacity of the
authority from the net tax capacity of the local taxing districts in determining local taxing
district tax rates. The local tax rates so determined are to be extended against the retained
captured net tax capacity of the authority as well as the net tax capacity of the local taxing
districts. The tax generated by the extension of the lesser of (A) the local taxing district

New language is indicated by underline, deletions by strikeout-

Copyright © 1997 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 231, Art. 10 LAWS of MINNESOTA for 1997 2568

tax rates or (B) the original local tax rate to the retained captured net tax capacity of the
authority is the tax increment of the authority.

(b) The following method of computation applies to any economic development
district for which the request for certification was made after June 30, 1997, and to any

other district for which the governing body may, by resolution approving the tax incre-
ment financing plan pursuant to section 469.175, subdivision 3, elect the following meth-~

od of computation elects:

(1) The original net tax capacity shall be determined before the application of the
fiscal disparity provisions of chapter 276A or 473F. The current net tax capacity shall
exclude any fiscal disparity commercial-industrial net tax capacity increase between the
original year and the current year multiplied by the fiscal disparity ratio determined pur-
suant to section 276A.06, subdivision 7, or 473F.08, subdivision 6. Where the original
net tax capacity is equal to or greater than the current net tax capacity, there isno captured
net tax capacity and no tax increment determination. Where the original net tax capacity
is less than the current net tax capacity, the difference between the original net tax capac-
ity and the current net tax capacity is the captured net tax capacity. 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 net tax capacity of the author-
ity. : .

(2) The county auditor shall exclude the retained captured net tax capacity of the
authority from the net tax capacity of the local taxing districts in determining local taxing
district tax rates. The local tax rates so determined are to be extended against the retained