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CHAPTER 377—H.F.No. 2498

An act relating to financing and operation of state and local government; modifying
provisions relating to income, franchise, sales and use, property, MinnesotaCare, gross receipts,
liquor, insurance, solid waste management, estate, minerals, and other taxes, property tax
refunds, tax liens, and tax administration; imposing a wind energy production tax; modifying
property tax and other state aids and credits; changing education aids and levies; modifying tax
court jurisdiction; authorizing local units of government to levy, impose, or abate taxes, issue
debt, and exercise other powers; extending and authorizing certain expenditures from the
northeast Minnesota economic protection trust fund; modifying levy limits; providing powers to
and imposing duties on the commissioner of revenue and other officials; clarifying utility rate
reduction provisions mandated by property tax reductions; modifying tax increment financing and
other economic development provisions; providing a time limit for offset of federal tax refunds;
changing lawful purpose for purposes of lawful gambling; providing for data privacy and
exchange of data; modifying certain debt limits; repealing an annexation provision; making
technical corrections; providing for the transfer of funds; providing for a budget reserve;
appropriating money; amending Minnesota Statutes 2000, sections 16A.152, by adding a
subdivision; 40A.151, subdivision 1; 40A.152, subdivisions 1, 3; 69.77, by adding a subdivision;
126C.44; 168A.05, by adding subdivisions; 270.063, subdivision 4; 270.60, subdivision 4;
270B.01, subdivision 8; 270B.02, subdivision 4; 270B.14, subdivision 8; 272.02, subdivision 15,
by adding subdivisions; 272.0212, subdivision 4; 273.125, subdivisions 3, 4; 273.1398,
subdivisions la, 2, 3; 278.01, subdivision 1; 279.01, subdivision 3; 289A.10, subdivision 1;
289A.19, subdivision 1; 290.01, subdivision 19a; 290.067, subdivisions 1, 2a; 290.081; 290.17,
subdivisions 2, 3; 290.191, subdivision 4; 290A.03, subdivision 3; 291.03, subdivision 1; 295.53,
subdivision 1; 295.57, by adding a subdivision; 296A.18, subdivision 8; 297A.66, by adding a
subdivision; 297A.67, subdivision 5, by adding a subdivision; 297A.68, by adding a subdivision;
2974.71, by adding subdivisions; 297A.96; 297G.07, subdivision 1; 297H.06, subdivision 2;
297105, subdivision 11; 298.27; 298.28, subdiyisions 5, 9b, 11; 298.291; 469.1813, by adding a
subdivision; 477A.011, subdivision 20; 477A.15; Minnesota Statutes 2001 Supplement, sections
69.021, subdivision 5; 124D.86, subdivision 3; 126C.17, subdivision 7a; 126C.21, subdivision 4;
126C.40, subdivision 1; 126C.43, subdivision 3; 126C.48, subdivision 8; 216B.1646; 270.69,
subdivision 2; 270.691, subdivision 8; 270B.02, subdivision 3; 270B.08, subdivision 2; 271.01,
subdivision 5; 271.21, subdivision 2; 272.02, subdivision 22; 272.028; 273.121; 273.124,
subdivision 11; 273.13, subdivisions 22, 24, 25; 273.1384, subdivisions 1, 2; 273.1392; 273.1398,
subdivisions 4c, 4d; 275.065, subdivision 3; 275.70, subdivision 5; 275.71, subdivisions 2, 3, 6;
275.74, subdivision 2; 276.04, subdivision 2; 289A.02, subdivision 7; 289A.20, subdivisions 2, 4;
289A.60, subdivision 2; 290.01, subdivisions 19, 19b, 19¢, 19d, 31; 290.0675, subdivisions 1, 3;
290.091, subdivision 2; 290.0921, subdivisions 2, 3, 6; 290.21, subdivision 4; 290A.03,
subdivision 15; 290A.04, subdivision 2h; 291.005, subdivision 1; 295.60, subdivisions 2, 7, by
adding subdivisions; 297A.61, subdivisions 3, 26, 31; 297A.66, subdivision 1; 297A.67,
subdivisions 25, 29; 297A.68, subdivision 3; 297A.70, subdivisions 3, 10; 297A.71, subdivision
23; 297A.75; 297A.995, subdivision 4; 298.01, subdivisions 3b, 4c; 298.225, subdivision 1;
298.28, subdivisions 4, 6, 9a, 10; 298,296, subdivision 2; 349.12, subdivision 25; 469.1734,
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subdivision 6; 469.1763, subdivision 6; 469.1792, subdivision 1; 477A.011, subdivision 36;
477A.0123; 477A.013, subdivision 9; 477A.03, subdivision 2; 477A.07, subdivisions 1, 2, 3; Laws
1990, chapter 604, article 6, section 9, subdivision 1, as amended; Laws 1993, chapter 375,
article 5, section 42; Laws 1995, chapter 264, article 5, section 45, subdivision 1, as amended;
Laws 1998, chapter 389, article 3, section 42; Laws 1998, chapter 389, article 8, section 37,
subdivision 2; Laws 2001, First Special Session chapter 5, article 9, section 3; Laws 2001, First
Special Session chapter 5, article 12, sections 11, 82, 95; Laws 2001, First Special Session
chapter 6, article 1, section 53; Laws 2001, First Special Session chapter 6, article 4, sections 25,
27, subdivision 9; Laws 2001, First Special Session chapter 6, article 5, section 12; proposing
coding for new law in Minnesota Statutes, chapters 126C; 272; repealing Minnesota Statutes
2000, sections 272.02, subdivision 40; 290.01, subdivisions 19g, 32; 290.0921, subdivision 5;
291.03, subdivision 2; 295.44; 297A.68, subdivision 26; Minnesota Statutes 2001 Supplement,
sections 469,176, subdivision 1h; Laws 2001, First Special Session chapter 5, article 3, section
88; Minnesota Rules, parts 8130.1400; 8130.2100; 8130.2350; 8130.2600; 8130.3000;
8130.3850; 8130.5000.

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

ARTICLE 1

INCOME AND FRANCHISE TAXES

Section 1. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 19d,
is amended to read:

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

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

(2) the amount of salary expense not allowed for federal income tax putposes due
to claiming the federal jobs credit under section 51 of the Internal Revenue Code;

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

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

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

(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;
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(5) the deduction for capital losses pursuant to sections 1211 and 1212 of the
Internal Revenue Code, except that: )

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

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

(iif) 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 incurred 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
extent such loss was not used in a prior taxable year and subject to the provisions of
Minnesota Statutes 1986, section 290.16, shall be allowed;

(6) an amount for interest and expenses relating to income not taxable for federal
income tax purposes, if (i) the income is taxable under this chapter and (ii) the interest
and expenses were disallowed as deductions under the provisions of section 171(a)(2),
265 or 291 of the Internal Revenue Code 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 19¢, clause (11), a
reasonable allowance for depletion based on actual cost. In the case of leases the
deduction must be apportioned between the lessor and lessee in accordance with rules
prescribed by the commissioner. In the case of 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
beginning before December 31, 1986, and for which amortization deductions were
elected under section 169 of the Internal Revenue Code of 1954, as amended through
December 31, 1985, an amount equal to the allowance for depreciation under
Minnesota Statutes 1986, section 290.09, subdivision 7;

(9) amounts included in federal taxable income that are due to refunds of income,
excise, or franchise taxes based on net income or related minimum taxes paid by the
corporation to Minnesota, another state, a political subdivision of another state, the
District of Columbia, or a foreign country or possession of 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;

(10) 80 percent. of royalties, fees, or other like income accrued or received from
a-foreign operating corporation or a foreign corporation which is part of the same
unitary business as the receiving corporation;
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(11) income or gains from the business of mining as defined in section 290.05,
subdivision 1, clause (a), that are not subject to Minnesota franchise tax;

(12) 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;

(13) 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;

(14) 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; ‘

(15) the amount of any refund of environmental taxes paid under section 59A of
the Internal Revenue Code;

(16) for taxable years beginning before January 1, 2008, the amount of the federal
small ethanol producer credit allowed under section 40(a)(3) of the Internal Revenue
Code which is included in gross income under section 87 of the Internal Revenue
Code; and :

(17) for a corporation whose foreign sales corporation, as defined in section 922
of the Internal Revenue Code, constituted a foreign operating corporation during the
any taxable yeazs year ending during ealendar year 1992 before January 1, 1995, and
a return was filed by August 15, 1996, claiming the deduction under this subdivision
for income received from the foreign operating corporation, an amount equal to 1.23
multiplied by the amount of income excluded under section 114 of the Internal
Revenue Code, provided the income is not income of a foreign operating company.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2000.

Sec. 2. Minnesota Statutes 2000, section 290.081, is amended to read:
290.081 INCOME OF NONRESIDENTS, RECIPROCITY.

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

(b) When it is deemed to be in the best interests of the people of this state, the
commissioner may determine that the provisions of elause paragraph (a) shall not
apply. As long as the provisions of elause paragraph (a) apply between Minnesota and
Wisconsin, the provisions of elause paragraph (a) shall apply to any individual who is
domiciled in Wisconsin.
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(c) For the purposes of elause paragraph (a), whenever the Wisconsin tax on
Minnesota residents which would have been paid Wisconsin without elause paragraph
(a) exceeds the Minnesota tax on Wisconsin residents which would have been paid
Minnesota without elause paragraph (a), or vice versa, then the state with the net
revenue loss resulting from elause paragraph (a) shall receive from the other state the
amount of such loss. This provision shall be effective for all years beginning after
December 31, 1972. The data used for computing the loss to either state shall be
determined on or before September 30 of the year following the close of the previous
calendar year.

(d) Interest shall be is payable on all delinquent balances amounts calculated
undeﬁ)aragraph © relating to taxable years beginning after December 31, 1977
December 31, 2000. Interest accrues from July 1 of the taxable year. The commissioner
of revenue is authorized to enter into agreements with the state of Wisconsin specifying
the reciprocity payment due date, conditions constituting delinquency, interest rates,

and a method for computing interest due on any delinquent amounts.

(e) If an agreement cannot be reached as to the amount of the loss, the
commissioner of revenue and the taxing official of the state of Wisconsin shall each
appoint 2 member of a board of arbitration and these members shall appoint the third
member of the board. The board shall select one of its members as chair. Such board
may administer oaths, take testimony, subpoena witnesses, and require their atten-
dance, require the production of books, papers and documents, and hold hearings at
such places as are deemed necessary. The board shall then make a determination as to
the amount to be paid the other state which determination shall be final and conclusive.

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

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

Income tax reciprocity under Minnesota Statutes, section 290,081, with the state of
Wisconsin i is terminated effective for taxable years beginning after December 31, 2002,
uniess the state of Wisconsin agrees, it writing, by October 1, 2002, that interest will

be included in payments as required by this section, calculated from the date specified
under this sect1on at a rate at least equal to the rate under Minnesota St Statutes section

re01proc1ty is terminated, the requirement under Minnesota Statutes, secuon 136A.08,
subdivision 3, that an income tax reciprocity agreement be in effect as a condition for
a higher education rempromty is suspended through the "2003-2004 school year.

Sec. 3. Minnesota Statutes 2001 Supplement, section 290.0921, subdivision 2, is
amended to read:
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Shbd. 2. DEFINITIONS. (a) For purposes of this section, the following terms
have the meanings given them.

(b) “Alternative minimum taxable net income” is alternative minimum taxable
income,

(1) less the exemption amount, and

(2) apportioned or allocated to Minnesota under section 290.17, 290.191, or
290.20.

(c) The “exemption amount” is $40,000, reduced, but not below zero, by 25
percent of the excess of alternative minimum taxable income over $150,000.

(d) “Minnesota alternative minimum taxable income” is alternative minimum
taxable net income, less the deductions for alternative tax net operating loss under
subdivision 4; charitable contributions under subdivision 5; and dividends received
under subdivision 6. The sum of the deductions under this paragraph may not exceed
90 percent of alternative minimum taxable net income. This limitation does not apply
to:

(1) a deduction for dividends paid to or received from a corporation which is
subject to tax under section 290,36 and which is a member of an affiliated group of
corporations as defined by the Internal Revenue Code; or

(2) a deduction for dividends received from a property and casualty insurer as
defined under section 60A.60, subdivision 8, which is a member of an affiliated group
of corporatlons as defined by the Internal Revenue Code and either: (1) the dividend is
eliminated in consolidation under Treasury Regulation 1. 1502-14(a), as amended
through December 31, 1989; or (i) the dividend is deducted under an election under
section 243(b) of the e Internal Revenue Code.

EFFECTIVE DATE. This section is effective for tax years beginning after
December 31, 2002.

Sec. 4. Minnesota Statutes 2001 Supplement, section 290.0921, subdivision 6, is
amended to read:

Subd. 6. DIVIDENDS RECEIVED. (a) A deduction is allowed from alternative
minimum taxable net income equal to the deduction for dividends received under
section 290.21, subdivision 4, for purposes of calculating taxable income under section
290.01, subdivision 29.

(b) The amount of the deduction must not exceed 90 percent of alternative
minimum taxable net income.

This limitation does not apply to:

(1) dividends paid to or received from a corporation which is subject to tax under
section 290.36 and which is a member of an affiliated group of corporations as defined
by the Internal Revenue Code; or
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(2) dividends received from a property and casualty insurer as defined under
section 60A.60, subdivision 8, which is a member of an afiiliated group of corporations
as defined by the Internal Revenue Code and either: (1) the dividend is eliminated in
consolidation under Treasury Regulation 1.1502-14(a), as amended through December
31, 1989; or (ii) the dividend is deducted under an election under section 243(b) of the

Intemal Revenue Code.

EFFECTIVE DATE. This section is effective for tax years beglnmng after
December 31, 2002.

Sec. 5. Minnesota Statutes 2000, 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 proprietorship consists
exclusively of the selling of tangible personal property and services at retail, as defined
in section 297A.61, subdivision 4, paragraph (a), in response to orders received by
United States mail, 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
subdivision:

(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
- disregarded if the sole activity at the distribution center is the filling of orders, and no
solicitation of orders occurs at the distribution center.

EFFECTIVE DATE. This section is effective for tax years begmmng after
December 31, 2001,

Sec. 6. Minnesota Statutes 2001 Supplement, section 290.21, subdivision 4, is
amended to read:

Subd. 4. (a)(1) Eighty percent of dividends received by a corporation during the
taxable year from another corporation, in which the recipient owns 20 percent or more
of the stock, by vote and value, not including stock described in section 1504(2)(4) of
the Internal Revenue Code when the corporate stock with respect to which dividends
- are paid does not constitute the stock in trade of the taxpayer or would not be included
in the inventory of the taxpayer, or does not constitute property held by the taxpayer
primarily for sale to customers in the ordinary course of the taxpayer’s trade or
businéss, or when the trade or business of the taxpayer does not consist principally of
the holding of the stocks and the collection of the income and gains therefrom; and

+(2)(d) the remaining 20 percent of dividends if the dividends received are the stock
in an affiliated company transferred in an overall plan of reorganization and the

New language is indicated by underline, deletions by strikeout:




1091 LAWS of MINNESOTA for 2002 Ch. 377, Art. 1

dividend is eliminated in consolidation under Treasury Department Regulation
1.1502-14(a), as amended through December 31, 1989; o

(if) the remaining 20 percent of dividends if the dividends are received from a
corporation which is subject to tax under section 290.36 and which is a member of an
affiliated group of corporations as defined by the Internal Revenue Code and the
dividend is eliminated in consolidation under Treasury Department Regulation
1.1502-14(a), as amended through December 31, 1989, or is deducted under an
election under section 243(b) of the Internal Revenue Code' ot

(iii) the remaining 20 percent of the dividends if the dividends are received from
a property and casualty insurer as defined under section 60A.60, subdivision 8, which
is a member of an affiliated group of corporations as defined by the Internal Revenue
Code and either: (A) the dmdend is ehmmated in consohdatlon under Treasury

is deducted under an election under section 243(b) of the Internal "Revenue Code.

(b) Seventy percent of dividends received by a corporation during the taxable year
from another corporation in which the recipient owns less than 20 percent of the stock,
by vote or value, not including stock deseribed in section 1504(a)(4) of the Internal
Revenue Code when the corporate stock with respect to which dividends are paid does
not constitute the stock in trade of the taxpayer, or does not constitute property held by
the taxpayer primarily for sale to customers in the ordinary course of the taxpayer’s
trade or business, or when the trade or business of the taxpayer does not consist
principally of the holding of the stocks and the collection of income and gain
therefrom.

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

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

The dividend deduction provided in this subdivision applies to the amount of
regulated investment company dividends only to the extent determined under section
854(b) of the Internal Revenue Code.

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

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

(e) The deduction provided by this subdivision does not apply if the dividends are
paid by a FSC as defined in section 922 of the Internal Revenue Code.

(f) If one or more of the members of the unitary group whose income is included
on the combined report received a dividend, the deduction under this subdivision for
each member of the unitary business required to file a return under this chapter is the
product of: (1) 100 percent of the dividends received by members of the group; (2) the
percentage allowed pursuant to paragraph (a) or (b); and (3) the percentage of the
taxpayer’s business income apportionable to this state for the taxable year under
section 290.191 or 290.20.

December 31, 2002.

ARTICLE 2
FEDERAL UPDATE

Section 1. Minnesota Statutes 2001 Supplement, 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 June 15; 2001 March 15, 2002,

Sec. 2. Minnesota Statutes 2001 Supplement, section 289A.20, subdivision 2, is'

amended to read:

Subd. 2. WITHHOLDING FROM WAGES, ENTERTAINER WITHHOLD-
ING, WITHHOLDING FROM PAYMENTS TO OUT-OF-STATE CONTRAC-
TORS, AND WITHHOLDING BY PARTNERSHIPS AND SMALL BUSINESS
CORPORATIONS. (a) A tax required to be deducted and withheld during the
quarterly period must be paid on or before the last day of the month following the close
of the quarterly period, unless an earlier time for payment is provided. A tax required
to be deducted and withheld from compensation of an entertainer and from a payment
to an out-of-state contractor must be paid on or before the date the return for such tax
must be filed under section 289A.18, subdivision 2. Taxes required to be deducted and
withheld by partnerships and S corporations must be paid on or before the date the
return must be filed under section 289A.18, subdivision 2.

(b) An employer who, during the previous quarter, withheld more than $1,500 of
tax under section 290.92, subdivision 2a or 3, or 290.923, subdivision 2, must deposit
tax withheld under those sections with the commissioner within the time allowed to
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deposit the employer’s federal withbeld employment taxes under Treasury Regulation
Code of Federal Regulations, title 26, section 31.6302-1, as amended through
December 31, 2001, without regard to the safe harbor or ‘de minimis rules in
subparagraph (f) or the one-day rule in subsection (c), clause (3). Taxpayers must
submit a copy of their federal notice of deposit status to the commissioner upon request
by the commissioner.

(¢) The commissioner may prescribe by rule other retwrn periods or deposit
requirements. In prescribing the reporting period, the commissioner may classify
payors according to the amount of their tax liability and may adopt an appropriate
reporting period for the class that the commissioner judges to be consistent with
efficient tax collection. In no event will the duration of the reporting period be more
than one year.

(d) If less than the correct amount of tax is paid to the commissioner, proper
adjustments with respect to both the tax and the amount to be deducted must be made,
without interest, in the manner and at the times the commissioner prescribes. If the
underpayment cannot be adjusted, the amount of the underpayment will be assessed
and collected in the manner and at the times the commissioner prescribes.

(e) If the aggregate amount of the tax withheld during a fiscal year ending June
30 under section 290.92, subdivision 2a or 3, is equal to or exceeds the amounts
established for remitting federal withheld taxes pursuant to the regulations promul-
gated under section 6302(h) of the Internal Revenue Code, the employer must remit
each required deposit for wages paid in the subsequent calendar year by electronic
means.

(f) A third-party bulk filer as defined in section 290.92, subdivision 30, paragraph
(a), clause (2), who remits withholding deposits must remit all deposits by electronic
means as provided in paragraph (e), regardless of the aggregate amount of tax withheld
during a fiscal year for all of the employers.

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

Sec. 3. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 19, is
amended to read:

Subd. 19. NET INCOME. The term “net income” means the federal taxable
income, as defined in section 63 of the Internal Revenue Code of 1986, as amended
through the date named in this subdivision, incorporating 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 modlﬁcatlons provided in
subdivisions 19a to 19f.

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

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

New language is indicated by underline, deletions by strikeout:




Ch. 377, Art. 2 LAWS of MINNESOTA for 2002 1094

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

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

The provisions of sections 1113(a), 1117, 1206(a), 1313(a), 1402(2), 1403(a),
1443, 1450, 1501(a), 1605, 1611(a), 1612, 1616, 1617, 1704(1), and 1704(m) of the
Small Business Job Protection Act, Public Law Number 104-188, the provisions of
Public Law Number 104-117, the provisions of sections 313(a) and (b)(1), 602(a),
913(b), 941, 961, 971, 1001(a) and (b), 1002, 1003, 1012, 1013, 1014, 1061, 1062,
1081, 1084(b), 1086, 1087, 1111(a), 1131(b) and (c), 1211(b), 1213, 1530(c)(2),
1601(f)(5) and (h), and 1604(d)(1) of the Taxpayer Relief Act of 1997, Public Law
Number 105-34, the provisions of section 6010 of the Internal Revenue Service
Restructuring and Reform Act of 1998, Public Law Number 105-206, the provisions of
section 4003 of the Omnibus Consolidated and Emergency Supplemental Appropria-
' tions Act, 1999, Public Law Number 105-277, and the provisions of section 318 of the
Consolidated Appropriation Act of 2001, Public Law Number 106-554, shall become
effective at the time they become effective for federal purposes. -

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

The provisions of sections 202(a) and (b), 221(a), 225, 312, 313, 913(a), 934, 962,
1004, 1005, 1052, 1063, 1084(a) and (c), 1089, 1112, 1171, 1204, 1271(a) and (b),
1305(a), 1306, 1307, 1308, 1309, 1501(b), 1502(b), 1504(a), 1505, 1527, 1528, 1530,
1601(d), (e), (f), and (1) and 1602(a), (b), (c), and (e) of the Taxpayer Relief Act of
1997, Public Law Number 105-34, the provisions of sections 6004, 6005, 6012, 6013,
6015, 6016, 7002, and 7003 of the Internal Revenue Service Restructuring and Reform ‘
Act of 1998, Public Law Number 105-206, the provisions of section 3001 of the
Omnibus Consolidated and Emergency Supplemental Appropriations Act, 1999, Public
Law Number 105-277, the provisions of section. 3001 of the Miscellaneous Trade and
Technical Corrections Act of 1999, Public Law Number 106-36, and the provisions of
section 316 of the Consolidated Appropriation Act of 2001, Public Law Number
106-554, shall become effective at the time they become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1997,
shall be in effect for taxable years beginning after December 31, 1997.
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The provisions of sections 5002, 6009, 6011, and 7001 of the Internal Revenue
Setvice Restructuring and Reform Act of 1998, Public Law Number 105-206, the
provisions of section 9010 of the Transportation Equity Act for the 21st Century, Public
Law Number 105-178, the provisions of sections 1004, 4002, and 5301 of the Omnibus
Consolidation and Emergency Supplemental Appropriations Act, 1999, Public Law
Number 105-277, the provision of section 303 of the Ricky Ray Hemophilia Relief
Fund Act of 1998, Public Law Number 105-369, the provisions of sections 532, 534,
536, 537, and 538 of the Ticket to Work and Work Incentives Improvement Act of
1999, Public Law Number 106-170, the provisions of the Installment Tax Correction
Act of 2000, Public Law Number 106-573, and the provisions of section 309 of the
Consolidated Appropriation Act of 2001, Public Law Number 106-554, shall become
effective at the time they become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1998,
shall be in effect for taxable years beginning after December 31, 1998,

The provisions of the FSC Repeal and Extraterritorial Income Exclusion Act of
2000, Public Law Number 106-519, and the provision of section 412 of the Job
Creation and Worker Assistance Act of 2002, Public Law Number 107- 147 7, shall
become effective at the time it became effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1999,
shall be in effect for taxable years beginning after December 31, 1999. The provisions
of sections 306 and 401 of the Consolidated Appropriation Act of 2001, Public Law
Number 106-554, and the provision of section 632(b)(2)(A) of the Economic Growth
and Tax Relief Reconciliation Act of 2001, Public Law Numbei 107-16, and provisions
of sections 101 and 402 of the Job Creatlon and Worker Ass1stance Act of_2002 Pubhc

federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 2000,
shall be in effect for taxable years beginning after December 31, 2000. The provisions
of sections 659a and 671 of the Economic Growth and Tax Relief Reconciliation Act
of 2001, Public Law Number 107-16, the provisions of sections 104, 105, and 111 of

the chtlms of Terronsm Tax Relief Act of 2001, Public Law Number 107 07-134, and the

Assistance Act of 2002, Pubhc Law Number 107-147, shall become effective at the
same time it became effective for federal purposes.

The Internal Revenue Code of 1986, as amended through Jusne 15; 2004 March
15, 2002, shall be in effect for taxable years beginning after December 31, 2001.

of 2001, Public Law Number 107-134, shall become effective at the same t1me it
becomes effective for federal purposes.

Except as otherwise provided, references to the Internal Revenue Code in
subdivisions 19a to 19g mean the code in effect for purposes of determining net income
for the applicable year.
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Sec. 4. Minnesota Statutes 2000, section 290.01, subdivision 19a, is amended to
read:

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

(1)(@@) 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
Revenue Code, except the portion of the exempt-interest dividends derived from
interest income on obligations of the state of Minnesota or its political or governmental
subdivisions, municipalities, governmental agencies or instrumentalities, but only if
the portion of the exempt-interest dividends from such Minnesota sources paid to ail
shareholders represents 95-percent or more of the exempt-interest dividends that are
paid by the regulated 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(g) 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
itemjzed 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 purpose 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
99-514, applies;

(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;

(5) the amount of expense, interest, or taxes disallowed pursuant to section
290.10; and

New language is indicated by underline, deletions by steikeout:




1097 LAWS of MINNESOTA for 2002 Ch. 377, Art. 2

(6) the amount of a partner’s pro rata share of net income which does not flow
through to the partner because the partnership elected to pay the tax on the income
under section 6242(a)(2) of the Internal Revenue Code; and

(7) 80 percent of the depreciation deduction allowed under section 168(k) of the
Internal Revenue Code.

September 10, 2001.

Sec. 5. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 19b, is
amended to read:

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

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

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

(3) the amount paid to others, less the amount used to claim the credit allowed
under section 290.0674, not to exceed $1,625 for each qualifying child in grades
kindergarten to 6 and $2,500 for each qualifying child in grades 7 to 12, for tuition,
textbooks, and transportation of each qualifying child 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. For the purposes of this clause,
“tuition” includes fees or tuition as defined in section 290.0674, subdivision 1, clause
(1). As used in this clause, “textbooks™ includes books and other instructional materials
and equipment purchased or leased for use in elementary and secondary schools in
teaching only those subjects legally and commonly taught in public elementary and
secondary schools in this state. Equipment expenses qualifying for deduction includes
expenses as defined and limited in section 290.0674, subdivision 1, clause (3).
“Textbooks” does not include instructional books and materials used in the teaching of
religious tenets, doctrines, or worship, the purpose of which is to instill such tenets,
doctrines, or worship, nor does it include books or materials for, or transportation to,
extracurricular activities including sporting events, musical or dramatic events, speech
activities, driver’s education, or similar programs. For purposes of the subtraction
provided by this clause, “qualifying child” has the meaning given in section 32(c)(3)
of the Internal Revenue Code;

(4) contributions made in taxable years beginning after December 315 1981; and

before January 1; 1985; to a qualified governmental pension plan; an individual
retirement account; simplified employee pension; or qualified plan covering a
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for which the contributions were made but were deducted or were not included in the
computation of federal adjusted gross income; less any amount allowed to be
subtracted as a distribution under this subdivision or a predecessor provision in taxable
yeats that began befere January 1; 2000. This subtraction applies only for taxable years
beginning after December 31; 1999; and before January 1; 2001 ¥ an individuals
subtraction under this clause exceeds the individual’s taxable income; the excess may
be carmded forward to taxable years beginning after December 31; 2000; and before
January 1; 2002;

€53 income as provided under section 290.0802;

6y (5) to the extent included in federal adjusted gross income, income realized on
disposition of property exempt from tax under section 290.491;

& (6) to the extent not deducted in determining federal taxable income or used
to claim the long-term care insurance credit under section 290.0672, the amount paid
for health insurance of self-employed individuals as determined under section 162(1) of
the” Internal Révenue Code, except that the percent limit does not apply. If the
individual 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 Internal Revenue Code and the standard deduction under section 63(c) of the
Internal Revenue Code; or

. (ii) the lesser of (A) the amount of insurance qualifying as “medical care” under
section 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);

(8) (7) the exemption amount allowed under Laws 1995, chapter 255, article 3,
section 2, subd1v1s10n 3;

o (_8) to the extent included in federal taxable income, postséervice benefits for
youth community service under section 124D.42 for volunteer service under United
States Code, title 42, sections 12601 to 12604;

a9 9 o the extent not deducted in deterrmnmg federal taxable income by an
individual who does not itemize deductions for federal income tax purposes for the
taxable year, an amount equal to 50 percent of the excess of charitable contributions
allowable as a deduction for the taxable year under section 170(a) of the Internal
Revenue Code over $500;

€34} (10) for taxable years beginning before January 1, 2008, the amount of the
federal sinall ethanol producer credit allowed under section 40(a)(3) of the Internal
Revenue. Code which is included in gross income under section 87 of the Internal
Revenue Code; and
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€12) (11) for individuals who are allowed a federal foreign tax credit for taxes that
do not qualify for a credit under section 290.06, subdivision 22, an amount equal to the
carryover of subnational foreign taxes for the taxable year, but not to exceed the total
subnational foreign taxes reported in claiming the foreign tax credit. For purposes of
this clause, “federal foreign tax credit” means the credit allowed under section 27 of
the Internal Revenue Code, and “carryover of subnational foreign taxes” equals the
carryover allowed under section 904(c) of the Internal Revenue Code minus national
level foreign taxes to the extent they exceed thefederal foreign tax credit; and

the delayed depreciation. For purposes of of this clause, “delayed depreciation” means the
amount of the addition made by the taxpayer under subd1v1s1on 19a, clause D, minus

— e e e e —_—— e ———

Sec. 6. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 19c, is
amended to read:

Subd. 19c. CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE
INCOME. 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, including but
not limited to the tax imposed under section 290.0922, paid by the corporation to
Minnesota, another state, a political subdivision of another state, the District of
Columbia, or any foreign country or possession of the United States;

(2) interest not subject to federal tax upon obligations of: the United States, its
possessions, its agencies, or its instrumentalities; 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
Internal Revenue Code;

(4) the amount of any net operating loss deduction taken for federal income tax
purposes under section 172 or 832(c)(10) of the Internal Revenue Code or operations
loss deduction under section 810 of the Internal Revenue Code;

(5) the amount of any special deductions taken for federal income tax purposes
under sections 241 to 247 of the Internal Revenue Code;

(6) losses from the business of mining, as defined in section 290.05, subdivision
1, clause (a), that are not subject to Minnesota income tax;
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(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 exempt foreign trade income of a foreign sales corporation under sections
921(a) and 291 of the Internal Revenue Code;

(9) the amount of percentage depletion deducteéd under sections 611 through 614
and 291 of the Internal Revenue Code;

(10) for certified pollution control facilities placed in service in a taxable year
beginning before December 31, 1986, and for which- amortization deductions were
elected under section 169 of the Internal Revenue Code of 1954, as amended through
December 31, 19835, the amount of the amortization deduction allowed in computing
federal taxable income for those facilities; .

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

(12) the amount of any environmental tax paid under section 59(a) of the Internal
Revenue Code;

(13) the amount of a partner’s pro rata share of net income which does not flow
through to the partner because the partnership elected to pay the tax on the income
under section 6242(a)(2) of the Internal Revenue Code; and

_ (14) the amount of net income excluded under section 114 of the Internal Revenue
Code;

(15) any increase in subpart F income, as defined i in section 952(a) of the Internal
Revenue Code, for the taxable year ar when subpaxt F income is calculated without re gard
to the provisions of section 614 of Public Law Number 107-147; and

(16) 80 percent of the depreciation deduction allowed under section 168(k) of the
Internal Revenue Code.

EFFECTIVE DATE. This section is effective for tax years ending after
September 10, 2001.

Sec. 7. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 19d, is
amended to read:

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

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

(2) the amount of salary expense not allowed for federal income tax purposes due
to claiming the federal jobs credit under section 51 of the Internal Revenue Code;

(3) any dividend (not including any distribution in liquidation) paid within the
taxable year by a national or state bank to the United States, or to any instrumentality
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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:

() 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

(if) 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
Internal Revenue Code, except that:

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

(ii) for capital losses incurred in taxable years beginning after December 31, 1986,
a capital loss cartyover 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 yeats preceding the loss year,

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

(iv) for capital losses incurred in taxable years beginning before January 1, 1987,

a capital loss carryover to each of the five taxable years succeeding the loss year to the
extent such loss was not used in a prior taxable year and subject to the provisions of
Minnesota Statutes 1986, section 290.16, shall be allowed;

(6) an amount for interest and expenses relating to income not taxable for federal
income tax purposes, if (i) the income is taxable under this chapter and (ii) the interest
and expenses were disallowed as deductions under the provisions of section 171(a)(2),
265 or 291 of the Internal Revenue Code 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 fo subdivision 19c, clause (11), a
reasonable allowance for depletion based on actual cost. In the case of leases the
deduction must be apportioned between the lessor and lessee in accordance with rules
prescribed by the commissioner. In the case of 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 prov1s1on in the
instrament, on the basis of the trust’s income allocable to each;

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

(9) amounts included in federal taxable income that are due to refunds of income,
excise, or franchise taxes based on net income or related minimum taxes paid by the
corporation to Minnesota, another state, a political subdivision of another state, the
District of Columbia, or a foreign country or possession of 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;

(10) 80 percent of royalties, fees, or other like income accrued or received from
a foreign operating corporation or a foreign corporation which is part of the same
unitary business as the receiving corporation;

(11) income or gains from the business of mining as defined in section 290.05,
subdivision 1, clause (a), that are not subject to Minnesota franchise tax;

(12) 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;

(13) 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;

(14) 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;

(15) the amount of any refund of environmental taxes paid under section 59A of
the Internal Revenue Code;

(16) for taxable years beginning before January 1, 2008, the amount of the federal
small ethanol producer credit allowed under section 40(a)(3) of the Internal Revenue
Code which is included in gross income under section 87 of the Internal Revenue
Code; and

(17) for a corporation whose foreign sales corporation, as defined in section 922
of the Internal Revenue Code, constituted a foreign operating corporation during the
taxable years ending during calendar year 1992 and a return was filed by August 15,
1996, claiming the deduction under this subdivision for income received from the
foreign operating corporation, an amount equal to 1.23 multiplied by the amount of
income excluded under section 114 of the Internal Revenue Code, provided the income
is not income of a foreign operating company;

[

(18) any decrease in subpart F incotne, as defined in section 952(a) of the Internal
Revenue Code, for the taxable year r when subpart F income is calculated without regard
to the provisions of section 614 of Public Law Number 107-147, and
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the delayed depreciation. For purposes of this clause, “delayed depreciation” means the
amount of the addition made by the taxpayer under subdivision 19¢, clause (16). The
resulting delayed depreciation c: cannot be less than zero.

EFFECTIVE DATE. This section is effective for tax years ending after
September 10, 2001,

Sec. 8. Minnesota Statutes 2001 Supplement, section 290. 01 subdivision 31, is
amended to read:

Subd. 31. INTERNAL REVENUE CODE. Unless specifically defined other-
wise, “Internal Revenue Code” means the Internal Revenue Code of 1986, as amended
through Fune 15; 2004 March 15, 2002.

EFFECTIVE DATE. This section is effective at the same time and in the same
manner as the federal changes made by “the Victims of Terrorism Tax Relief Act of
2001, Public Law Number 107-134, and by the Job Creation ad Worker Assistance

Act of 2002, Public Law Number 107- 7-147, become effective.

Sec. 9. Minnesota Statutes 2000, 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 2
dependent, income received as a Minnesota family investment program grant or
allowance to or on behalf of the child must not be taken into account in determining
whether the child received more than half of the child’s support from the taxpayer, and
the provisions 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 patent, the
taxpayer is deemed to have paid employment-related expenses. If the child is 16
months old or 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
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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 the
amount of the maximum limit for one qualified individual under section 21(c) and (d)
of the Internal Revenue Code will be deemed to be the employment 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 diligence in attempting to provide the information required.

In the case of a nonresident, part-year resident, or a person who has eamed income

not subject to tax under this chapter, the credit determined under 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 income of the claimant and the claimant’s spouse.

EFFECTIVE DATE. This section is effective for tax years begmmng after
December 31, 2002.

Sec. 10. Minnesota Statutes 2001 Supplement, section 290.091, subdivision 2, is
amended to read:

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

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

(1) the taxpayer’s federal alternative minimum taxable income as defined in
section 55(b)(2) of the Internal Revenue Code;

(2) the taxpayer’s itemized deductions allowed in computing federal alternative
minimum taxable income, but excluding:

(i) the Minnesota charitable contribution deduction;
(i) the medical expense deduction;
(iii) the casualty, theft, and disaster loss deduction; and

(iv) the impairment-related work expenses of a disabled person; and
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) holoeaust vietims settlement payments to the extent allowed under section
290.01; subdivision 19b;

(3) for depletion allowances computed under section 613A(c) of the Internal
Revenue Code, with respect to each property (as defined in section 614 of the Internal
Revenue Code), to the extent not included in federal alternative minimum taxable
income, the excess of the deduction for depletion allowable under section 611 of the
Internal Revenue Code for the taxable year over the adjusted basis of the property at
the end of the taxable year (determined without regard to the depletion deduction for
the taxable year);

(4) to the extent not included in federal alternative minimum taxable income, the
amount of the tax preference for intangible drilling cost under section 57(a)(2) of the
Internal Revenue Code determined without regard to subparagraph (E); and

(5) to the extent not included in federal alternative minimum taxable income, the
amount of interest income as provided by section 290.01, subdivision 19a, clause (1);
and

@ §1_1_e: amount o_f additidn required l_)_z section 290.01, subdivision 1_9_a_, clause @_,

less the sum of the amounts determined under the following:
(1) interest income as defined in section 290.01, subdivision 19b, clause (1);

(2) an overpayment of state income tax as provided by section 290.01, subdivision
19b, clause (2), to the extent included in federal alternative minimum taxable income;

(3) the amount of investment interest paid or accrued within the taxable year on
indebtedness to the extent that the amount does not exceed net investment income, as
defined in section 163(d)(4) of the Internal Revenue Code. Interest does not include
amounts deducted in computing federal adjusted gross income; and

(4) amounts subtracted from federal taxable income as provided by section
290.01, subdivision 19b, clause ¢4} 12).

In the case of an estate or trust, alternative minimum taxable income must be
computed as provided in section 59(c) of the Internal Revenue Code.

(b) “Investment interest” means investment interest as defined in section
163(d)(3) of the Internal Revenue Code.

(c) “Tentative minimum tax” equals 6.4 percent of alternative minimum taxable
income after subtracting the exemption amount determined under subdivision 3.

(d) “Regular tax” means the tax that would be imposed under this chapter
(without regard to this section and section 290.032), reduced by the sum of the
nonrefundable credits allowed under this chapter.

(e) “Net minimum tax” means the minimum tax imposed by this section.

(f) “Minnesota charitable contribution deduction” means a charitable contribution
deduction under section 170 of the Internal Revenue Code to or for the use of an entity
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described in Minnesota Statutes 2000, section 290.21, subdivision 3, clauses (a) to ().
‘When the federal deduction for charitable contributions is limited under section 170(b)
of the Internal Revenue Code, the allowable contributions in the year of contribution
are deemed to be first contributions to entities described in Minnesota Statutes 2000,
section 290.21, subdivision 3, clauses (a) to (e).

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

except that clause (6) is effective for tax years ending after September 10, 2001.

Sec. 11. Minnesota Statutes 2001 Supplement, section 290.0921, subdivision 3, is
amended to read:

Subd. 3. ALTERNATIVE MINIMUM TAXABLE INCOME., “Alternative
minimum taxable income” is Minnesota net income as defined in section 290.01,
subdivision 19, and includes the adjustments and tax preference items in sections 56,
57, 58, and 59(d), (e), (), and (h) of the Internal Revenue Code. If a corporation files
a separate company Minnesota tax return, the minimum tax must be computed on a
separate company basis. If a corporation is part of a tax group filing a unitary return,
the minimum tax must be computed on a unitary basis. The following adjustments
must be made.

(1) For purposes of the depreciation adjustments under section 56(a)(1) and
56(g)(4)(A) of the Internal Revenue Code, the basis for depreciable property placed in
service in a taxable year beginning before January 1, 1990, is the adjusted basis for
federal income tax purposes, including any modification made in a taxable year under
section 290.01, subdivision 19e, or Minnesota Statutes 1986, section 290.09, subdi-

vision 7, paragraph (c).

For taxable years beginning after December 31, 2000, the amount of any
remaining modification made under section 290.01, subdivision 19e, or Minnesota
Statutes 1986, section 290.09, subdivision 7, paragraph (c), not previously deducted is
a depreciation allowance in the first taxable year after December 31, 2000.

(2) The pomon of the depreciation deduction allowed for federal income tax
purposes under section 168(k) of the Internal Revenue Code that is required as g

addition under section 290.01, subdivision 19c¢, clause (16), is disallowed i in determin-
ylg alternative minimum taxable income.

@ Ee subtraction _fg_r depreciation allowed under section 290.01, subdivision
194, clause (19), is allowed as a depreciation deduction in determining alternative
minimum taxable income.

(4) The alternative tax net operating loss deduction under sections 56(a)(4) and
56(d) of the Internal Revenue Code does not apply.

) (5) The special rule for certain dividends under section 56(g)(4)(C)(ii) of the
Internal Revenue Code does not apply.

) (6) The special rule for dividends from section 936 companies under section
56(g)(4)(C)(iii) does not apply. e
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) (7) The tax preference for depletion under section 57(a)(1) of the Internal
Revenue Code does not apply.

€6 (8) The tax preference for intangible drilling costs under section 57(a)(2) of
the Internal Revenue Code must be calculated without regard to subparagraph (E) and
the subtraction under section 290,01, subdivision 19d, clause (4).

€5 (9) The tax preference for tax exempt interest under section 57(a)(5) of the
Internal Revenue Code does not apply.

8) (10) The tax preference for charitable contributions of appreciated property
under section 57(a)(6) of the Internal Revenue Code does not apply.

93 (11) For purposes of calculating the tax preference for accelerated depreciation
or amortization on certain property placed in service before January 1, 1987, under
section 57(a)(7) of the Internal Revenue Code, the deduction allowable for the taxable
year is the deduction allowed under section 290,01, subdivision 1%e.

For taxable years beginning after December 31, 2000, the amount of any
remaining modification made under section 290.01, subdivision 19e, not previously
deducted is a depreciation or amortization allowance in the first taxable year after
December 31, 2000 2004.

0} (12) For purposes of calculating the adjustment for adjusted current earnings
in section5_6(g) of the Internal Revenue Code, the term “alternative minimum taxable
income” as it is used in section 56(g) of the Internal Revenue Code, means alternative
minimum taxable income as defined in this subdivision, determined without regard to
the adjustment for adjusted current earnings in section 56(g) of the Internal Revenue
Code.

@1 (13) For purposes of determining the amount of adjusted current earnings
under section 56(g)(3) of the Internal Revenue Code, no adjustment shall be made
under section 56(g)(4) of the Internal Revenue Code with respect to (i) the amount of
foreign dividend gross-up subtracted as provided in section 290.01, subdivision 19d,
clause (1), (ii) the amount of refunds of income, excise, or franchise taxes subtracted
as provided in section 290.01, subdivision 19d, clause (10), or (iii) the amount of
royalties, fees or other like income subtracted as provided in section 290.01,
subdivision 19d, clause (11).

Items of tax preference must not be reduced below zero as a result of the
modifications in this subdivision.

September 10, 2001.

Sec. 12, Minnesota Statutes 2001 Supplement, section 290A.03, subdivision 15,
is amended to read:

Subd. 15. INFERNAL REVENUE CODE. “Internal Revenue Code” means the
Internal Revenue Code of 1986, as amended through Juse 15; 2001 March 15, 2002.
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EFFECTIVE DATE. This section is effective at the same time time and manner as the
changes to federal adjusted gross income made by the Victims of Terrorism Tax Relief
Act of 2001, Pubjic Law Number 107-134, and by by the Job Creation and ‘Worker

Assistance Act of 2002, Public Law Number 107- 147, become effective.

ARTICLE 3

SALES AND USE TAXES

Section 1. Minnesota Statutes 2000, section 270.60, subdivision 4, is amended to
read:

Subd. 4. PAYMENTS TO COUNTIES. (a) The commissioner shall pay to a
county in which an Indian gaming casino is located ten percent of the state share of all
taxes generated from activities on reservations and collected under a tax agreement
under this section with the tribal government for the reservation located in the county.
If the tribe has casinos located in more than one county, the payment must be divided
equally among the counties in which the casinos are located.

(b) A county is a qualified county under this sabdivision if ene of the following

1) the county’s per capita incorme is less than 80 pereent of the state per capita
personal income; based on the most recent estimates made by the United States Burean
of Economic Analysis; of '

£2) 30 pereent or more of the total market value of real property in the county is
exempt from ad valorem taxation:

{e) The commissioner shall make the payments required under this subdivision by
February 28 of the year following the year the taxes are collected.

@) (c) An amount sufficient to make the payments authorized by this subdivision;
not to exceed $1:100,000 in any fiseal year; is annually appropriated from the general
fund to the commissioner. If the authorized payments execeed the amount of the
appropriation; the commissioner shall first proportionately reduce the payments to
If the autherized payments to qualified counties also excced the amount of the
appropriation; the commissioner shall then proportionately reduce the rate so that the
total amount to be paid to qualified counties equals the appropsiation:

EFFECTIVE DATE. This section is effective for payments made after December
31, 2002. T - T

Sec. 2. Minnesota Statutes 2001 Supplement, section 289A.20, subdivision 4, is
amended to read:

Subd. 4. SALES AND USE TAX. (a) The taxes imposed by chapter 297A ate due
and payable to the commissioner monthly on or before the 20th day of the month
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following the month in which the taxable event occurred, or following another
reporting period as the commissioner prescribes or as allowed under section 289A.18,
subdivision 4, paragraph (f), except that use taxes due on an annual use tax return as
provided under section 289A.11, subdivision 1, are payable by April 15 following the
close of the calendar year.

(b) For a fiscal year ending before July 1, 2002, a vendor having a liability of
$120,000 or more during a fiscal year ending June 30 must remit the June liability for
the next year in the following manner:

(1) Two business days before June 30 of the year, the vendor must remit 62 75
' percent of the estimated June liability to the commissioner.

(2) On or before August 20 of the year, the vendor must pay any additional '
amount of tax not remitted in June.

(c) A vendor having a liability of $120,000 or more during a fiscal year ending
Tune 30 must remit all liabilities on returns due for periods beginning in the Subsequent
calendar year by electronic means on or before the 20th day of the month following the
month in which the taxable event occurred, or on or before the 20th day of the month
following the month in which the sale is reported under section 289A.18, subdivision
4, except for 62 75 percent of the estimated June liability, which is due two business
days before June 30. The remaining amount of the June liability is due on August 20.

EFFECTIVE DATE. This section is effective for June 2002 and June 2003 tax
liabilities.

Sec. 3. Minnesota Statutes 2001 Supplement, section 297A.61, subdivision 3, is
amended to read:

Subd. 3. SALE AND PURCHASE. (a) “Sale” and “purchase” include, but are
not limited to, each of the transactions listed in this subdivision.

(b) Sale and purchase include:

(1) any transfer of title or possession, or both, of tangible personal property, |
i whether absolutely or conditionally, for a consideration in money or by exchange or |
barter; and

(2) the leasing of or the granting of a license to use or consume, for a
consideration in money or by exchange or barter, tangible personal property, other than
a manufactured home used for residential purposes for a continnous period of 30 days
or more.

(¢) Sale and purchase include the production, fabrication, printing, or processing
v of tangible personal property for a consideration for consumers who furnish either
| directly. or indirectly the materials used in the production, fabrication, printing, or
processing.

(d) Sale and purchase include the preparing for a consideration of food.
Notwithstanding section 297A.67, subdivision 2, taxable food 1ncludes but is not
" limited to, the following:
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(1) prepared food sold by the retailer;

(2) soft drinks‘;

(3) candy; and

(4) all food sold through vending machines.

@A sale and a purchase includes the farnishing for a consideration of electricity,
gas, water, or steam for use or consumption within this state.

(f) A sale and a purchase includes the transfer for a consideration of computer
software.

(g) A sale and a purchase includes the furnishing for a consideration of the
following services:

(1) the privilege of admission to places of amusement, recreational areas, or
athletic events, and the making available of amusement devices, tanning facilities,
reducing salons, steam baths, turkish baths, health clubs, and spas or athletic facilities;

(2) lodging and.related services by a hotel, rooming house, resort, campground,
motel, or trailer camp and the granting of any similar license to use real property other
than the renting or leasing of it for a continuous period of 30 days or more;

(3) parking services, whether on a contractual, hourly, or other periodic basis,
except for parking at a meter;

(4) the granting of membership in a club, association, or other organization if’

@) 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
assessed for use of the facilities; and

(ii) use of the sports and athletic facility is not made available to the general public
on the same basis as it is made available to members.

Granting of membership means 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; and

(5) delivery of aggregate materials and concrete block; and
(6) services as provided in this clause:

(i) laundry and dry cleaning services including cleaning, pressing, tepairing,
altering, and storing clothes, linen services and supply, cleaning and blocking hats, and
carpet, drapery, upholstery, and industrial cleaning. Laundry and dry cleaning services
do not include services provided by coin operated facilities operated by the customer;

(ii) motor vehicle washing, waxing, and cleaning services, including services
provided by coin operated facilities operated by the customer, and rustproofing,
undercoating, and towing of motor vehicles;
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(iii) building and residential cleaning, maintenance, and disinfecting and exter-
minating services;

(iv) detective, secutity, burglar, fire alarm, and armored car services; 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
department of corrections;

(v) pet grooming services;

(vi) lawn care, fertilizing, mowing, spraying and sprigging services; garden
planting and maintenance; tree, bush, and shrub pruning, bracing, spraying, and
surgery; indoor plant care; tree, bush, shrub, and stump removal; and tree trimming for
public utility lines. Services performed under a construction contract for the installa-
tion of shrubbery, plants, sod, trees, bushes, and similar items are not taxable;

(vii) massages, except when provided by a licensed health care facility or
professional or upon written referral from a licensed health care facility or professional
for treatment of illness, injury, or disease; and

(viii) the furnishing of lodging, board, and care services for animals in kennels
and other similar arrangements, but excluding veterinary and horse boarding services.

In applying the provisions of this chapter, the terms “tangible personal propeity”
and “sales at retail” include taxable services and the provision of taxable services,
unless specifically provided otherwise. Services performed by an employee for an
employer are not taxable. Services performed by a partnership or association for
another partnership or association are not taxable 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 petformed 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 members of an affiliated group under United States
Code, title 26, section 1504, and that are eligible to file a consolidated tax return for
federal income tax purposes.

(h) A sale and a purchase includes the furnishing for a consideration of tangible
personal property or taxable services by the United States or any of its agencies or
instrumentalities, or the state of Minnesota, its agencies, instrumentalities, or political
subdivisions.

(i) A sale and a purchase includes the furnishing for a consideration of
telecommunications services, including cable television services and direct satellite
services. Telecommunications services are taxed to the extent allowed under federal
Taw if those services:

(1) either (i) originate and terminate in this state; or (ii) originate in this state and
terminate outside the state and the service is charged to a telephone number customer
located in this state or to the account of any transmission instrument in this state; or (iii)
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originate outside this state and terminate in this state and the service is charged to a
telephone number customer located in this state or to the account of any transmission
instrument in this state; or

(2) are rendered by providing a private communications service for which the
customer has one or more locations within Minnesota connected to the service and the
service is charged to a telephone number customer located in this state or to the account
of any transmission instrument in this state.

All charges for mobile telecommunications services, as defined in United States
Code, title 4, section 124, are deemed to be provided by the customer’s home service
provider and sourced to the customer’s place of primary use and are subject to tax
based upon the customer’s place of primary use in accordance with the Mobile
Telecommunications Seurcing Act, United States Code, title 4, sections 116 to 126. All
other definitions and provisions of the Mobile Telecommunications Sourcing Act as
provided in United States Code, title 4, are hereby adopted.

(]) A sale and a purchase includes the furnishing for a cons,1derat10n of mstallatmn

EFFECTIVE DATE. This section is effective @ sales made after June 30, 2002.

Sec. 4. Minnesota Statutes 2001 Supplement, section 297A.61, subdivision 31, is
amended to read:

Subd. 31. PREPARED FOOD. “Prepared food” means &) food that meets either
of the following conditions:

knives, forks, spoons, glasses, cups, napkins, or straws; o or

(2) the food is sold in a heated state or heated by the seller; Gi) or two or more
food mgredlents are mixed or combined by the seller for sale as a single item; of Gii)
food seld with eating utensils provided by the selles; including plates; knives; forks;
spoens; glasses; cups; napkins; or straws: Prepared food does not include, except for:

(i) bakery items, including, but not limited to, bread, rolls, buns, biscuits, bagels,

croissants, pastries, donuts, danish, cakes, tortes, pies, tarts, muffins, bars, cookies,
tortillas;

(ii) ready-to-eat meat and seafood in an unheated state sold by weight;

(iil) eggs, fish, meat, poultry, and foods containing these raw animal foods
requiring cooking by by the consumer as s recommended by the Food and Drug Adminis-
tration in chapter 3, part art 401.11 of its ts food code 50 as to prevent food borne 1llnesses,
or

(iv) food that is only sliced, repackaged, or pasteurized by the seller.
EFFECTIVE DATE. With the exception of clause (2) itern (ii), th1s sectlon 1s

New language is indicated by underline, deletions by strikeout:




1113 LAWS of MINNESOTA for 2002 Ch. 377, Art. 3

Sec. 5. Minnesota Statutes 2001 Supplement, section 297A‘66, subdivision 1, is
amended to read:

Subdivision 1. DEFINITIONS. (a) To the extent allowed by the United States

in this state,” or a similar term, means a retailer:

(1) having or maintaining within this state, directly or by a subsidiary or an
affiliate, an office, place of distribution, sales or sample room or place, warehouse, or
other place of business; or

salesperson, canvasset, or solicitor operating in this state under the authority of the
retailer or its subsidiary, for any purpose, including the repairing, selling, delivering,
installing, or soliciting of orders for the retailer’s goods or services, or the leasing of
tangible personal property located in this state, whether the place of business or agent,
representative, affiliate, salesperson, canvasser, or Solicitor is located in the state
permanently or temporarily, or whether or not the retailer o, subsidiary, or affiliate is
authorized to do business in this state. i T

(b) “Destination of a sale” means the location to which the retailer makes delivery
of the property sold, or causes the property to be delivered, to the purchaser of the
property, or to the agent or designee of the purchaser. The delivery may be made by
any means, including the United States Postal Service or a for-hire carrier.

EFFECTIVE DATE. (a) This section is effective the day following final
enactment and is intended to confirm the original intent of the legislature in en: in enacting
Minnesota Statutes, section 297A.66, and its predecessor provisions.

permit under anesota Statutes, section 297A.84, by August 15, 15, 2002, to collect the
tax imposed under Minnesota Statutes, chapter 297A. A retailer qualifies under EI_IE
paragraph only if it

(1) did not maintain an office, place of distribution, sales or sample room or place,
warehouse, or or other place ¢ of business in  Minnesota except through an affiliate or did
not have a Tepresentative, agent, salesperson, canvasser, or solicitor in Minnesota
except pt through an affiliate; and

(2) has not registered to collect tax under Minnesota Statutes, chapter 297A, as of

the date of enactment of th1s section.

Sec. 6, Minnesota Statutes 2000, section 297A.66, is amended by adding a
subdivision to read:

Subd. 4, AFFILIATED ENTITIES. (a) An entity is an “affiliate” of the retailer
for purposes of subdivision 1, paragraph (a), 1f
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this state, such as accepting returns of purchases for the retailer, providing assistance
in in resolving customer complaints of the retailer, or or providing other services; and

(2) the retailer and the entity are related parties.

" (1) one or both entities is a corporatlon, and one entlty and any party related to
that en_tltﬁl anﬁler that would require an attribution of stock from the corporation
to the party or from the party to the corporation under the atiribution rules of section
318 of the Internal Revenue Code owns directly, indirectly, beneficially, or construc-

tlvely at least 50 percent of the value of the corporation’s outstanding stock;

(2) one or both ent1t1es is a partnership, estate or trust and any partner or

directly, indirectly, beneﬁ01a11y, or constructlvely, in the aggregate, at least 50 percent
of the proﬁts capltal stock, or value of the other entity or both entities; or

beneficially, or constructwely, in the aggregate, at least 50 percent of the value o_f both
entities’ outstanding stock

(c) An entity is an affiliate under the prov1s1ons of this subdivision if the

EFFECTIVE DATE, (a) This section is effective the day followmg final
enactment and is intended to confirm the original intent of the legislature i in enacting
Minnesota Statutes, section 297A.66, and its predecessor provisions.

(b} A retailer may elect that the provisions of this section apply only to sales it
made after August 31, 2002, by notifying the commissioner and by _ap—plﬁng—for a
permit under Minnesota Statutes, section 297A.84, by August 15, 2002, to collect the
tax imposed under Minnesota Statutes, chapter 297A. A retailer gualifies under this

paragraph only if it: —

(1) did not maintain an office, place of distribution, sales or sample room or place,

warehouse, or other place of business in anesota except through an affiliate or did
not have a representatlve agent salesperson, canvasser, or solicifor in Minnesota

except through an affiliate; and

(2) has not registered to collect tax under Minnesota Statutes, chapter 207A, as of

the date of enactment of this section.

Sec. 7. Minnesota Statutes 2000, section 297A.67, subdivision 5, is amended to
read:
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Subd. 5. EXEMPT MEALS AT SCHOOLS. Meals and lunches served at public
and pnvate clementary, middle, or secondary schools, universities; or colleges as
defined in section 120A.05 are exempt. Meals and lunches served to students at a
college, university, or private career school under a board contract are exempt. For
purposes of this subdivision, “meals and lunches” does not include sales from vending
machines.

EFFECTIVE DATE This sectlon is effectlve for sales and purchases made after

contract

! Sec. 8, Minnesota Statutes 2000, section 297A.67, is amended by adding a
subdivision to read:

Subd, 13a, INSTRUCTIONAL MATERIALS. Instructional materials, other

than textbooks, that are prescribed for use in conjunction with a course of study in a
post-secondary school, college, university, or private career school fo students who are

4 regularly enrolled at such institutions are “exempt. For purposes of this subdivision,
“Instructional materials” means materials required to be E§9£1 directly in the completion

of the course of study, including, but not limited fo, interactive ‘CDs, tapes, and
computer software.

Instructional materials do not include general reference works or other items
incidental to the instructional process such as pens, pencils, paper, folders, or
computers, For purposes of this subdivision, “school” and “private career school” have
the meanings given in subdivision 13. T

EFFECTIVE DATE. This section is effective for sales after June 30, 2003.

Sec. 9. Minnesota Statutes 2001 Supplement, section 297A.67, subdivision 25, is
amended to read:

Subd. 25. MAINTENANCE OF CEMETERY GROUNDS. Lawn care and
related services used in the maintenance of cemetery grounds are exempt. For purposes
of this subdivision, “lawn care and related services” means the services listed in section
297A.61, subdivision 3, paragraph (g), clause ) (6), item (vi), and “cemetery’” means
a cemetery for human burial. o

Sec. 10. Minnesota Statutes 2001 Supplement, section 297A.67, subdivision 29,
is amended to read:

Subd. 29. ENERGY EFFICIENT PRODUCTS. (a) A residential lighting fixture
or a compact fluorescent bulb is exempt if it has an energy star label.

(b) The following products are exempt if they have an energyguide label that
indicates that the product meets or exceeds the standards listed below:

(1) an electric heat pump hot water heater with an energy factor of at least 1.9;

(2) a natural gas water heater with an energy factor of at least 0.62; and
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(3) a propane gas or fuel oil water heater with an energy factor of at least 0.62;

(4) anatural gas furnace with an annual fuel utilization efficiency greater than 92
percent; and

greater than 92 percent.

(c) A photovoltaic device is exempt. For purposes of this subdivision, “photovol-
taic device” means a solid-state electrical device, such as a solar module, that converts
light directly into direct current electricity of voltage-current characteristics that are a
function of the characteristics of the light source and the materials in and design of the
device. A “solar module” is a photovoltaic device that produces a specified power
output under defined test conditions, usually composed of groups of solar cells
connected in series, in parallel, or in series-parallel combinations.

(d) For purposes of this subdivision, “energy star label” means the label granted
to certain products that meet United States Environmental Protection Agency and
United States Department of Energy criteria for energy efficiency. For purposes of this
subdivision, “energyguide label” means the label that the United States Federal Trade
Comimissioner requires manufacturers to apply to certain appliances under United
States Code, title 16, part 305.

EFFECTIVE DATE. This section is effective for sales and purchases made on
or after the day following ﬁnal enactment and before August 1, 2005.

Sec. 11. Minnesota Statutes 2001 Supplement, section 297A.68, subdivision 3, is
amended to read:

Subd. 3. MATERIALS USED IN PROVIDING CERTAIN TAXABLE SER-
VICES. (a) Materials stored, used, or consumed in providing a taxable service listed
in section 297A.61, subdivision 3, paragraph (g), clause ) (6), intended to be sold
ultimately at retail are exempt.

(b) This exemption includes, but is not limited to:

(1) chemicals, lubricants, packaging materials, seeds, frees, fertilizers, and
herbicides, if these items are used or consumed in providing the taxable service;

(2) chemicals used to treat waste generated as a result of providing the taxable
service;

(3) accessory tools, equipment, and other items that are separate detachable units
used in providing the service and that have an ordinary useful life of less than 12
months; and

(4) fuel, electricity, gas, and steam used or consumed in the production process,
except that electricity, gas, or steam used for space heating, cooling, or lighting is
exempt if (i) it is in excess of average climate control or lighting, and (ii) it is necessary
to produce that particular service.

(c) This exemption does not include machinery, equipment, implements, tools,
accessories, appliances, contrivances, furniture, and fixtures used in providing the
taxable service.
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Sec. 12. Minnesota Statutes 2001 Supplement, section 297A.70, subdivision 10,
is amended to read:

Subd. 10. NONPROFIT TICKETS OR ADMISSIONS. (a) Tickets or admis-
sions to an event are exempt if all the gross receipts are recorded as such, in accordance
with generally accepted accounting principles, on the books of one or mere
organizations that provide an opportunity for citizens of the state to participate in the
creation, performance, or appreciation of the arts, and provided that each organization
is either:

(1) an organization described in section 501(c)(3) of the Internal Revenue Code
in which voluntary contributions make up at least the following percent of the
organization’s annual revenue in its most recently completed 12-month fiscal year, or
in the current year if the organization has not completed a 12-month fiscal year:

(i) for sales made after July 31, 2001, and before July 1, 2002, for the
organization’s fiscal year completed in calendar year 2000, three percent;

(ii) for sales made on or after July 1, 2002, and on or before June 30, 2003, for
the organization’s fiscal year completed in calendar year 2001, three percent;

(iii) for sales made on or after July 1, 2003, and on or before June 30, 2004, for
the organization’s fiscal year completed in calendar year 2002, four percent; and

(iv) for sales made in each 12-month period, beginning on July 1, 2004, and each
subsequent year, for the organization’s fiscal year completed in the preceding calendar
year, five percent; er

@) a municipal board that promotes cultural and arts activities; or

owned facxhty

The ex exemption only applies if the entire proceeds, after reasonable expenses, are used
solely to provide opportunities for citizens of the state to participate in the creation,
performance, or appreciation of the arts,

(b) Tickets or admissions to the premises of the Minnesota zoological garden are
exempt, provided that the exemption under this paragraph does not apply to tickets or
admissions to performances or events held on the premises unless the performance or
event is sponsored and conducted exclusively by the Minnesota zoological board or
employees of the Minnesota zoological garden.

EFFECTIVE DATE. This section is effective for tickets and admissions to
events held after July 31, 2001, but does not apply to events for which sales of tickets

or or admissions were made prior to August 1, 2001.

Sec. 13. Minnesota Statutes 2001 Supplement, section 297A.71, subdivision 23,
is amended to read:

Subd. 23. CONSTRUCTION MATERIALS FOR QUALIFIED LOW-
INCOME HOUSING PROJECTS. (a) Purchases of materials and supplies used or
consumed in and equipment incorporated into the construction, improvement, or
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expansion of qualified low-income housing projects are exempt from the tax imposed
under this chapter if the owner of the qualified low-income housing project is:

(1) the public housing agency or housing and redevelopment authority of a
political subdivision;

(2) an entity exercising the powers of a housing and redevelopment authority
within a political subdivision;

(3) a limited partnership in which the sole general partner is an authority under
clause (1) or an entity under clause (2); e

(4) a nonprofit corporation subject to the provisions of chapter 317A, and
qualifying under section 501(c)(3) or 501(c)(4) of the Internal Revenue Code of 1986,
as amended; or

(5) an owner entity, as defined in Code of Federal Regulations, title 24, part
941.604, for a qualified low-income housing project described i in paragraph (b), clause
o).

This exemption applies regardless of whether the purchases are made by the
owner of the facility or a contractor.

(b) For purposes of this exemption, “qualified low-income housing project”
means:

(1) a housing or mixed use project in which at least 20 percent of the residential
units are qualifying low-income rental housing units as defined in section 273.126;

(2) a federally assisted low-income housing project financed by a mortgage
insured or held by the United States Department of Housing and Urban Development
under United States Code, title 12, section 1701s, 17151(d)(3), 17151(d)(4), or 17152-1;
United States Code, title 42, section 1437f; the Native American Housing Assistance
and Self-Determination Act, United States Code, title 25, section 4101 et seq.; or any
similar successor federal low-income housing program;

(3) a qualified low-income housing project as defined in United States Code, title
26, section 42(g), meeting all of the requirements for a low-income housing credit
under section 42 of the Internal Revenue Code regardless of whether the project
actually applies for or receives a low-income housing credit; er

(4) a project that will be operated in compliance with Internal Revenue Service
revenue procedure 96—32; or

(5) a housing or mixed use project in which all or a portion of the residential units

are subject to the requirements of section S of the United States “Housing Act of 1937.

(c) For a project, a portion of which is not used for low-income housing units, the

amount of purchases that are exempt under this subdivision must be determined by
multiplying the total purchases, as specified in in paragraph (a), by the ratio of:

(1) the total gross square footage of units subject to the income limits under
section 273.126, the financing for the project, the federal low-income housing tax
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credit, revenue procedure 96-32, or section 5 of the United States Housing Act of 1937,
as applicable to the project; and

Sec. 14. Minnesota Statutes 2000, section 297A.71, is amended by addmg a
subdivision to read:

Subd. 28. CONSTRUCTION MATERIALS AND EQUIPMENT; REPLACE-
MENT AGRICULTURAL PROCESSING FACILITY. Materials and supplies used
or consumed in, and machinery and equipment incorporated into, the construction of
a a meat-packing or r meat-processing facility are exempt if:

(1) the cost of the project exceeds $75,000,000; and

EI‘FECTIVE DATE. Thls section is effective for sales and purchases made after
March 31, 2002, and before January 1, 20035.

Sec. 15. Minnesota Statutes 2000, section 297A.71, is amended by adding a
subdivision to read:

Subd. 29. HYDROELECTRIC GENERATING FACILITY. Materials and
supplies used ¢ or consumed in the construction of a hydroelectric generating facility
that meets ts the reqlnrements of this subdivision : are exempt. To qualify for the
exemptlon under this subdivision, a "a hydroelectric generating facility must:

(€] ut1hze two turbine generators at a dam site existing on March 31, 1994;

distribution circuit; and.

(3) be eligible to receive a renewable energy production incentive payment under
section on 216C.41.

EFFECTIVE DATE. This section is effective for sales made after August 31,
2002, and on or before December 31, 2003.

Sec. 16, Minnesota Statutes 2000, section 297A.71, is amended by adding a
subdivision to read:
Subd. 30. NONPROFIT ARTS ORGANIZATION. Materials, equipment, and

supplies incorporated into the construction or renovation of a state bond financed
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facility funded in 2002 which is owned or operated by a nonprofit arts organization are
exempt.

EFFECTIVE DATE. This section is effective for sales and purchases made the

day after final enactment and before J uly 1, 2007.

Sec. 17. Minnesota Statutes 2001 Supplement, section 297A.75, is amended to
read:

297A.75 REFUND; APPROPRIATION,

Subdivision 1. TAX COLLECTED. The tax on the gross receipts from the sale
of the following exempt items must be imposed and collected as if the sale were
taxable and the rate under section 297A.62, subdivision 1, applied. The exempt items
include:

(1) capital equipment exempt under section 297A.68, subdivision 5;

(2) building materials for an agricultural processing facility exempt under section
297A.71, subdivision 13;

(3) building materials for mineral production facilities exempt under section
297A.71, subdivision 14

(4) building materials for correctional facilities under section 297A. 71 subdivi-
sion 3;

(5) building materials used in a residence for disabled veterans exempt under
section 297A.71, subdivision 11;

(6) chair lifts, ramps, elevators, and associated building materials exempt under
section 297A.71, subdivision 12;

(7) building materials for the Long Lake Conservation Center exempt under
section 297A.71, subdivision 17; and

(8) materials, supplies, fixtures, furnishings, and equipment for a county law
enforcement and family service center under section 297A.71, subdivision 26; and

(9) materials and supphes for qualified low-income housing under section
297A.71, subdivision 2 23,

Subd. 2. REFUND; ELIGIBLE PERSONS. Upon application on forms pre-
scribed by the commissioner, a refund equal to the tax paid on the gross receipts of the
exempt items must be paid to the applicant. Only the following persons may apply for
the refund:

(1) for subdivision 1, clauses (1) to (3), the applicant must be the purchaser;

(2) for subdivision 1, clauses (4), (7), and (8), the applicant must be the
governmental subdivision;

(3) for subdivision 1, clause (5), the applicant must be the recipient of the benefits
provided in United States Code, title 38, chapter 21; and
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(4) for subdivision 1, clause (6), the applicant must be the owner of the homestead
property; and

(5) for subdivision 1, clause (9), the owner of the qualified low-income housing
project. - -

Subd. 3. APPLICATION. (a) The application must include sufficient information
to permit the commissioner to verify the tax paid. If the tax was paid by a contractor,
subcontractor, or builder, under subdivision 1, clause (4), (5), (6), (7), ez (8), or (9), the
contractor, subcontractor, or builder must furnish to the refund applicant a statement
including the cost of the exempt items and the taxes paid on the items unless otherwise
specifically provided by this subdivision. The provisions of sections 289A.40 and
289A.50 apply to refunds under this section.

(b) An applicant may not file more than two applications per calendar year for
refunds for taxes paid on capital equipment exempt under section 297A.68, subdivision
5.

Subd. 4. INTEREST. Interest must be paid on the refund at the rate in section
270.76 from the date the refund claim is filed for taxes paid under subdivision 1,
clauses (1) to (3), and (5), and from 60 days after the date the refund claim is filed with
the commissioner for claims filed under subdivision 1, clauses (4), (6), (7), ard (8), and
).

Subd. 5. APPROPRIATION. The amount required to make the refunds is
annually appropriated to the commissioner.

EFFECTIVE DATE. This section is effective for sales made after June 30, 2002.
Sec. 18. Minnesota Statutes 2000, section 297A.96, is amended to read:

297A.96 LOCAL ADMISSIONS AND AMUSEMENT TAXES; EXEMP-
TION FOR ARTS ORGANIZATIONS. ~

If an ovent is sponscred by a nonprofit arts organization; then Amounts charged
for admission to the an event or to the orzanization’s premises described in section
297A.70, subdivisionE paragraph (a), are not subject to a tax imposed by a local unit
of government or imposed on sales taking place in a single named local unit of
government on sales of admissions or amusements, under a law other than a general
sales tax law.

EFFECTIVE DATE. This section is effective for tickets and admissions to

or admissions were made prior to August 1, 2001.

Sec. 19. Minnesota Statutes 2001 Supplement, section 297A.995, subdivision 4,
is amended to read:

Subd. 4. AUTHORITY TO ENTER AGREEMENT. The commissioner of
revenue is authorized and directed to enter into the agreement with one or more states
to simplify and modernize sales and use tax administration in order to substantially
reduce the burden of tax compliance for all sellers and for all types of commerce. In
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furtherance of the agreement, the commissioner is authorized to act jointly with other
states that are members of the agreement to establish standards for certification of a
certified service provider and certified automated system and establish performance
standards for multistate sellers.

The commissioner of revenue is further directed to negotiate the agreement with
the express intention of ensuring uniform sales and use > taxation as apphed to like-kind
transactions.

The commissioner is further authorized to take other actions reasonably required
to implement the provisions set forth in this article.’ Other actions authorized by this
section include, but are not limited to, the adoption of rules and regulations and the
joint procurement, with other member states, of goods and services in furtherance of
the cooperative agreement,

The commissioner or the commissioner’s designee is following officials are
authorized to represent this state before the other states that are signatories to the
agreement:

(1) the commissioncr or the commissioner’s designee;

chair’s designee.

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

Sec. 20. Laws 1990, chapter 604, article 6, section 9, subdivision 1, as amended
by Laws 1991, chapter 291, article 8, section 25, is amended to read:

Subdivision 1. AUTHORIZATION. Notwithstanding Minnesota Statutes, sec-
tion 469.190, 477A.016, or other law, in addition to the tax authorized in Laws 1986,
chapter 391, section 4, the governing body of the city of Bloomington may impose a
tax of up to ene two percent on the gross receipts from the furnishing for consideration
of lodging at a hotel, motel, rooming house, tourist court, or resort, other than the
renting or leasing of it for a continuous period of 30 days or more, located in the city.
The city may agree with the commissioner of revenue that a tax imposed under this
section shall be collected by the commissioner together with the tax impesed by
Minnesota Statutes, chapter 297A, and subject to the same interest, penalties, and other
rules and that its proceeds, less the cost of collection, shall be remitted to the city. The
proceeds of the tax must be used by the Bloomington convention bureau only to market
and promote.the city as a tourist or convention center. If the duties of the convention
bureau as they existed on January 1, 1991, are assigned to another agency, the tax shall
cease.

EFFECTIVE DATE; LOCAL APPROVAL This sectlon takes effect the day

section 645.021, subdivision 3.
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Sec. 21. Laws 1998, chapter 389, article 8, section 37, subdivision 2, is amended
to read:

Subd. 2. APPOINTMENT OF MEMBERS. The citizen review panel must
eensis&ef&#member-&,eaehefwhemwpreseﬂtseneeﬂhedis&ieteeuﬂeﬂsconsists

tion by a majority vote of the city council. Members serve for a term of four years.
Elected officials and employees of the city are ineligible to serve as members of the
panel. '

EFFECTIVE DATE. This section is effective upon approval by the governing
body of the city of St. Paul and and compliance with Minnesota Statutes, section 645.021.

Sec. 22. Laws 2001, First Special Session chapter 5, article 12, section 11, the
effective date, is amended to read:

EFFECTIVE DATE. This section is effective January 1, 2002, however, for
contracts entered into before January 1, 2002, the sale price for aggregate materials and
concrete block does not include delivery charges unt11 January 1, 2005.

Sec. 23, Laws 2001, First Special Session chapter 5, article 12, section 82, the
effective date, is amended to read:

EFFECTIVE DATE. This section is effective January 1; 2003 for sales and
purchases made after December 31, 2005.

Sec. 24. Laws 2001, First Special Session chapter 5, article 12, section 95, is
amended to read:

Sec. 95. REPEALER.,

(a) Minnesota Statutes 2000, sections 297A.61, subdivision 16; 297A.68, subdi-
vision 21; and 297A.71, subdivisions subdivision 2 and 16, are repealed effective for
sales and purchases occurring after June 30, 2001, except that the repeal of section
297A.61, subdivision 16, paragraph (d), is effective for sales and purchases occurrmg
after July 31, 2001.

(b) Minnesota Statutes 2000, sections 297A.62, subdivision 2, and 297A.64,
subdivision 1, are repealed effective for sales and purchases made after December 31,
2005. '

(c) Minnesota Statutes 2000, section 297A.71, subdivision 15, is repealed
effective for sales and purchases made after June 30, 2002. .

(d) Minnesota Statutes 2000, section 289A.60, subdivision 15, is repealed
effective for liabilities after January 1, 2003 2004,

(e) Minnesota Statutes 2000, section 297A.71, subdivision 16, is repealed
effective for sales and purchases occurring after December 31, 2002.

EFFECTIVE DATE. Paragraph (d) is effectlve the day after final enactment.

2001, for projects begun prior to June §_O_ 2001.
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Sec. 25. ROCHESTER LODGING TAX.

Subdivision 1. AUTHORIZATIQN. Notwithstanding Minnesota Statutes, sec-
tion 469.190 or 477A.016, or any other law, the city of Rochester may impose an

additional tax of one percent on the gross receipts from the furnishing for consideration
of lodgmg at a hotel motel, r roommg house, tourist court, or resort, t, other than the

Subd. 2. DISPOSITION OF PROCEEDS. The gross proceeds from any tax
1mposed under subdivision 1 must be used by the city to fund a local conventlon or

convention center.

- EFFECTIVE DATE This section is effective for lodging furnished on or after
July 1, 2002.

Sec. 26. REPEALER.

Minnesota Statutes 2000, section 297A.68, subdivision @ is repealed effective
for sales and purchases made after June 30, 2002.

ARTICLE 4

PROPERTY TAXES

Section 1. Minnesota Statutes 2000, section 168A.03, is amended by adding a
subdivision to read:

Subd. la. MANUFACTURED HOMES; PROPERTY TAXES MUST BE
PAID. In the case of a manufactured home as deﬁned in section 327 31 subd1v151on

sectlon 168A.04 is accompanied with a statement from the county auditor or county
treasurer where the manufactured home is presently located, stating that all p personal
property taxes levied on the unit that are due from the current owner at the time of

transfer for which the application applies, have been paid.

EFFECTIVE DATE. This section is effective for certificates of title issued by the
department on or after July 1, 2 2002.

Sec. 2. Minnesota ' Statutes 2000, section 168A 05, is amended by adding a
subdivision to read:

" Subd. 1b. EXEMPTION. The provisions of subdivision 1a shall not apply to: (i)

a manufactured home which is sold or otherwise disposed of pursuant to section

504B 271 by the owner of a manufactured home park as defined in sectlon 327.14,

by the owner o_f a manufactured home park. -
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EXFECTIVE DATE. This section is effective for cer tifioates of title issued by the ‘

Sec. 3. Minnesota Statutes 2001 Supplement, section 216B.1646, is amended to

(a) The commission shall, by any method the commission finds appropriate,
reduce the ameuﬂts rates each electnc utility subject to rate regulation by the
each utility’s property tax on the pers&rral “property of its it electric generation;
transmission; or distribution system from taxes payable in 2001 to taxes payable in
2002 is reduced. The commission must ensure that, to the extent feasible, each dollar
of personal property tax reduction allocated to Minnesota consumers retroactive to
January 1, 2002, results in a dollar of savings to the utility’s customers. A utility may
voluntarily pass on any additional property tax savings in the same manner as approved

by the commission under this paragraph.

(b) By April 10, 2002, each utility shall submit a filing to' the commission
containing:

(1) certified information regarding the utility’s property tax savings allocated to
Minnesota retail customers; and

read ‘
216B.1646 RATE REDUCTION; PROPERTY TAX REDUCTION.
(2) a proposed method of passing these savings on to Minnesota retail customers.

The utility shall provide the information in clause (1) to the commissioner of
revenue at the same time. The commissioner shall notify the commission within 30
days as to the accuracy of the property tax data submitted by the utility.

(c) For purposes of this section, “personal property” means tools, implements, and
machinery of the generating plant. It does not apply to transformers, transmission lines,
distribution lines, or any other tools, implements, and machinery that are part of an
electric substation, wherever located.

EFFECTIVE DATE. This section is effective retroactive to July 1, 2001.

Sec. 4. Minnesota Statutes 2001 Supplement, section 271.01, subdivision 5, is
amended to read:

Subd. 5. JURISDICTION. The tax court shall have statewide jurisdiction.
Except for an appeal to the supreme court or any other appeal allowed under this
subdivision, the tax court shall be the sole, exclusive, and final authority for the heating
and determination of all questions of law and fact arising under the tax laws of the
state, as defined in this subdivision, in those cases that have been appealed to the tax
court and in any case that has been transferred by the district court to the tax court. The
tax court shall have no jurisdiction in any case that does not arise under the tax laws
of the state or in any criminal case or in any case determining or granting title to real
property or in any case that is under the probate jurisdiction of the district court. The
small claims division of the tax court shall have ne jurisdiction in any case dealing with
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property valuation or assessment for property tax purpeses until the taxpaver has
appealed the valuation or assessment to the county beard of equalization; and in these
towns and cities which have not transferred their duties to the county; the town or city
determined by the commissioner of revenue; (i) those taxpayers appealing a denial of
& cuirent year application for the homestead classification for their property and the
denial was not reflected on a valuation notice issued in the year; and Gii) any case
only as provided in section 271.21, subdivision 2 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 admizistered by the commissioner of revenue, laws dealing with property
valuation, assessment or taxation of property for property tax purposes, and any other
laws that contain provisions authorizing review 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, review under section 274.13,
subdivision 1c, or to the commissioner of revenue, Wherever used in this chapter, the
term commissioner shall mean the commissioner of revenmue, unless otherwise
specified.

EFFECTIVE DATE. This section is effective for petitions filed pertaining to the
2002 assessment, and thereafter.

Sec. 5. Minnesota Statutes 2001 Supplement, section 271.21, subdivision 2, is
amended to read:

Subd. 2. JURISDICTION. At the election of the taxpayer, the small claims
division shall have jurisdiction only in the following matters:

(a) cases involving valuation, assessment, or taxation of real or personal property,

if the taxpayer has satisfied the requirements of section 271-01; subdivision 5, and:

(1) the issue is a denial of a curmrent year application for the homestead
classification for the taxpayer’s property and the denial was not reflected on a valuation
notice issued in the year; or

(11) in the ease of ﬂenhemestead preperty; only one parcel is 1nc1uded in the

and the parcel contains no more than one dwelling unit;

(iii) the entire property is classified as agricultural homestead class 2a or 1b under
section on 273.13; or

(iv) the assessor’s estimated market value of the property included i in the petition
is less than $100;000 $300,000; or

(b) any ether case concerning the tax laws as defined in section 27101,
subdivision 5; not involving valuation, assessment, or taxation of real and personal
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property in which the amount in controversy does not exceed $5,000, including penalty

and interest; o,

(c) eases involving valuation; assessment; or taxation of real or personal property

@) the issue is @ denial of a eurrent year application for the homestead
classification for the taxpayer’s property;

@3) enly enc parcel is included in the petition; the entire parcel is classified as
homestead 1a or 1b pursuant to section 273:13; and the pascel contains no more than
one dwelling vnit; or

(3D the assessor’s estimated matket value of the property included in the petition
is less than $300,000- .

EFFECTIVE DATE. This section is effective for petitions filed pertaining to the
2002 assessment, and thereafter.

Sec. 6. Minnesota Statutes 2001 Supplement, section 272,02, subdivision 22, is
amended to read:

Subd. 22. WIND ENERGY CONVERSION SYSTEMS. ¢a) Small scale wind
energy conversion systems installed after Janwary 1; 1991%; and used as an electrie
power souree are exempl

“Small seale wind enetpy conversion systems” are wind energy comversion
systems; as defined in section 216C.06; subdivision 12; including the foundation or
suppert pad; which @) are used as an elestric power source; (i) are located within one
county and owned by the same owner; and @i produce two megawaits or less of
cleetricity as measured by nameplate ratings:

b) Medinm scale wind energy conversion systems installed after January 1 1994;
are treated as follows: () the foundation and suppert pad are taxable; (i) the associated
supporting and protective structures are cxempt for the first five assessment years after
they have been constructed; and thereafter; 30 pereent of the market value of the
associated supporting and protective structures are taxable; and GiD) the turbines;
blades; transformers; and its related equipment; are exempt: “Medium scale wind
energy conversion systems? are wind energy conversion systems as defined in section
216C-06; subdivision 12; including the foundation or suppert pad; which: @) are used
as an cleetric power source; (i) are located within one eounty and owned by the same
owner; and (i) produce mere than two but equal to or less than 12 megawatts of
energy as measured by nameplate ratings:

(e) Lazgo scale wind energy conversion systems installed after January 1 1994
are treated as follows: 25 percent of the market value of all property is taxable;
including @) the foundation and support pad: @i the associated supporting and’
protective stractures; and @il) the turbines; blades; transformers; and its related
equipment: “Large scale wind encrey conversion systems” are Wind energy conversion
systems as defined in section 216C.06; subdivision 12; including the foundation or
suppoxt pad; which @) are used as an electric power source; and (i) produce more than
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12 megawatts of energy as measured by nameplate ratings.

@%mm@am@mmmm%ﬂmmmm
be determined aceording to this paragraph- Unless the systems are interconnected with
different distribution systems; the nameplate capacity of one wind enerey conversion
system shall be combined with the nameplate capacity of any other wind enersy

€ located within five miles of the wind enerzy conversion system;

(2) construeted within the same calendar year as the wind enersy conversion
system; and

3} under common ownership-

In the case of a dispute; the conumissioner of commerce shall determine the total
systems:

(e} Ip making a determination under paragraph (d); the commissioner of
commerce may detesrmine that two wind energy conversion systems are under commen
ewnership when the underlying ownership structure contains similar persons or
entities; even if the ewnership shares differ between the two systems. Wind energy
er entity provided equity financing for the systems. All real and personal property of

Exempt from property tax except @_th_e land %_which the property is located remains
taxable.

EFFECTIVE DATE. This section is effective for taxes payable in 2003 and
thereafter.

Sec. 7. Minnesota Statutes 2000, section 272.02, is amended by adding a
subdivision to read:

Subd. 51. ELECTRIC GENERATION FACILITY; PERSONAL PROP-
ERTY. Notwithstanding subdivision 9, clause (a), attached machinery and other
personal property which is part of a combined cycle natural gas turbine electric

generation facility of between 43 and 46 megawatts of installed capacity and that meets

the requirements of this subdivision is exempt. At the time of construction, the facility
must:

(1) utilize a combined cycle gas turbine generator fueled by natural gas;

(2) be connected to an existing 115-kilovolt high-voltage electric transmission
line that is within one mile of the facility;

(4) be designed as an intermediate load facﬂlty, and

(5)-have received, by resolution, the approval from the governing body of the
county for the exemption of personal property under this subdivision.
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Construction of the famhty must be commenced after January 1, 2002 and before

t1ansnmss1on lmes and interconnections or gas pipelines and 1nterconnect10ns appur-
tenant to the property or the facility.

EFFECTIVE DATE. This section is effective for assessment year 2002 and
thereafter.

Sec. 8. Minnesota Statutes 2000, section 272.02, is amended by adding a
subdivision to read:

Subd. 52. ELECTRIC GENERATION FACILITY; PERSONAL PROP-
ERTY. Notwithstanding subdivision 9, clause (a), attached machinery and other
personal property which is part of a simple-cycle combustion-turbine electric genera-

(2) be located within two miles of parallel existing 36-inch natural gas pipelines
and an an existing 115-kilovolt high-voltage electric transmission line;

(3) be designed to provide peaking, emergency backup, or contingency services;
and

(4) satisfy aresource deficiency identified in an approved integrated resource plan
filed under section 216B.2422,

Construction of the fac111ty must be commenced after Janvary 1, 2001 and before

transmissron lmes and interconnections or gas pipelines and interconnections appur-
tenant to the property or the facility.

EFFECTIVE DATE. This section is effective for assessment year 2002 and
thereafter.

Sec. 9. Minnesota Statutes 2000, section 272.02, is amended by adding a
subdivision to read:

Subd. 53. ELECTRIC GENERATION FACILITY; PERSONAL PROP- |
ERTY. Notwithstanding subdivision 9, clause (a), attached machinery %i other |

generation facility and that meets the requrrements of this subd1v1sxon is exempt. At the
time of construction, the facility must:

(1) utilize two turbine generators at a dam site existing on March 31, 1994;

distribution substation; and

(3) be eligible to receive a renewable energy production incentive payment under
section 216CA41.
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Construction of the facility must be commenced after January 1, 2002, and before
January 1, 2004. Property eligible f_or this exemptlon does n_ot include electric

transmission lines and interconnections or gas pipelines and interconnections appur-
tenant to the property or the facility.

EFFECTIVE DATE. This section is effective for assessment year 2002 and
thereafter.

Sec. 10. Minnesota Statutes 2000, section 272.02, is amended by adding a
subdivision to read:

Subd. 54. SMALL BIOMASS ELECTRIC GENERATION FACILITY;
PERSONAL PROPERTY. Notwithstanding subdivision 9, clause (a), attached
machinery and other personal property which is &rt of an electrical generating facility

that meets the requirements of this subdivision is exempt. At the time of construction
the facility mu must:

(1) bave a generation capacity of less than 25 megawatts;

(2) provide process heating needs in addition to electrical generation; and

(3) utilize agricultural by-products from the malting process and other biomass
fuels as its primary fuel source.

Construction of the facility must be commenced after January 1, 2002, and before
January 1, 2006. Property eligible @ this exemptlon does 1_19_t include electric

transmission lines and interconnections or gas pipelines and interconnections appur-
tenant to the property or facility.

EFFECTIVE DATE. This section § effective for assessment year 2003 and
thereafter.

Sec. 11. Minnesota Statutes 2000, section 272.02, is amended by adding a
subdivision to read:

Subd. 55. ELECTRIC GENERATION FACILITY; PERSONAL PROP-
ERTY. Notwithstanding subdivision 9, clause (a), attached machinery and other
personal property which is part of an electric generating facility that meets the

requlrements of this subdivision is exempt At the time of constructron thc facility

former mining or industrial site where mining or industrial operations have termmated
(if) is within a tax relief area as defined in section 273, 134, (iii) has on-site access to
existing railroad infrastructure, (iv) has direct rail access to a Great Lakes port, (v) has
sufficient private water resources on on site, and ( (vi) is designed to host at least 500

megawatts _(g electrical generatlon— —_—— T —— — —— — — —

Construction of the first 250 megawatts of the facrhty must be commenced after

megawatts of generatlon must be commenced before JTanuary 1, 2010, Property eligible
for this exemption does not include electric transmission 11nes and interconnections or

gas prpehnes and interconnections appurtenant to the property or the facrhty
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EFFECTIVE DATE. @ section is effective for assessment year 2003 and
thereafter,

Sec. 12. Minnesota Statutes 2001 Supplement, section 272,028, is amended to
read:

272028 PAYMENT IN LIEU OF PERSONAL PROPERTY PRODUCTION
TAX; WIND GENERATION FACILITIES.

A developer of a new or existing medium or large scale wind energy conversion
system, as defined under section 272:02; subdivision 22; paragraphs (b} and (&)
272.029, subdivision 2, may negotiate with the eity or town and the county where the
wind energy conversion system is located to establish a payment in lieu of tax en
personal propesty used to generato electrie power the wind energy production tax
imposed under section 272.029. The in lieu payment is sto provide fees or compensation
to the host Jurxsdxctlons to maintain public mﬁastructure and servwes A host

payment in lieu of personal pmpe&y the wind energy production tax may be based on
production capacity, historical production, or other factors agreed upon by the parties.
The payment in lieu of tax agreement must be signed by the parties and filed with the
commissioner of revenue and the county recorder. Upen execution and filing of the
agreement; the persenal propesty to which the in lieu payment applies shall be deemed
exempt from tax under section 272.02; subdivision 22; paragraphs '(b) and (¢)- This
Exemption from the tax under section 272.029 shall be effective for the assessment
yeasmwmehthemheupaymenusagfeedupenaadshaufemamexemptforthe same
duration as the in lieu payments under this section are in effect.

Sec. 13. [272.029] WIND ENERGY PRODUCTION TAX.
Subdivision 1. PRODUCTION TAX. A tax is imposed on the production of

electricity from a wind energy conversion system installed after January 1, 1991, and
used as an electric power source.

Subd. 2. DEFINITIONS. (a) For the purposes of this section, the term:

(1) “wind energy conversion system” has the meaning given it in section 216C.06,
subdivision 12;

(2) “large scale wind energy conversion system” means a wind energy conversion
system of more than 12 megawatts, as measured by the nameplate capacxty of the

(3) “medium scale wind energy conversion system” means a wind energy
conversion system of over two and not more than 12 megawatts, as measured by the

nameplate capacity of the system or as combined w1th other systems as provided in in
paragraph (b); and

(4) “small scale wind energy conversion system” means a wind energy conversion
system of two megawatts and under, as measured by the nameplate capacity of the
system or as as combined with h other systems as prov1ded in paragraph (b).
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(b) For systems 1nsta]1ed and confracted for after January 1, 2002, the total size

accordmg to this paragraph. Unless the systems are interconnected w1th different
distribution systems, the nameplate capamty of one ¢ wind energy conversion system

system that is:

(1) located within five miles of the wind energy conversion system;

(2) constructed within the same calendar year as the wind energy conversion
system; and

(3) under common ownership.

systems

(¢) In making a determination under paragraph (b), the commissioner of
commerce I may determine that two wind energy conversion systems are under common
ownership when the underlying ownership structure contains similar persons or
entities, even if _t@ ownership shares differ between the two systems. Wind energy

conversion systems are not under common ownership solely because the same person
or entity provided equity ﬁnancmg for the systems.

Subd. 3. RATE OF TAX. (a) The owner of a wind energy conversion system shall
pay a tax based on the followmg schedule:

(1) for a large scale wind energy conversion system, .12 cents per kllowatt hour

 of electricity produced by the system;

(2) for a medium scale wind energy conversion system, {036 cents per kilowatt-

hour of electricity produced by the system; and

(3) for a small scale wind energy conversion system of two megawatts or less, but
greater than .25 megawatis capacity, 012 cents per “kilowatt-hour of “electricity
produced by by the system.

(b) Small scale wind energy conversion systems with the capacity of .25

megawatts or less, and small scale wind energy conversmn systems with a capacity of

wind energy production tax.

Subd. 4. REPORTS (a) An owner of a wind energy convers1on system subject

on or before March 1 detailing the amount of electricity in kilowatt-hours that was
produced by the wind energy conversion system for the previous calendar year The
commissioner shall prescribe the form of the report. The report must contain the
mformatlon requ1red by the commnissioner to determme the tax due to each county

New language is indicated by underline, deletions by steikeout:




1133 LAWS of MINNESOTA for 2002 Ch. 377, Art. 4

\

commissioner of revenue shall determine the tax based upon the nameplate capacity of
the system multiplied by a capacity factor of 40 percent.

(b) On or before March 31, the commissioner of revenue shall notify the owner

_._...._q__—_..—_...._.

_._,..__..__._._._..___.._...___.______.__...

this section, the provisions of sections 277.01 to 277.24 and 278.01 t0 278.13 apply to to
the taxes imposed under th1s section, and for purposes of those provisions, the taxes
imposed under this section ai are considered personal property taxes.

Subd. 6. DISTRIBUTION OF REVENUES. Revenues from the taxes imposed
under subdivision 5 must be part of the settlement between the county treasurer and the
county auditor under section 276.09. The revenue must be distributed by the “county
auditor or the county freasurer to all taxing Junsdlctlons in which the > wind enetgy

EFFECTIVE DATE. This section is effective for all energy produced by wind
energy conversion systems after December 31, 2002,

Sec. 14. Minnesota Statutes 2001 Supplement, section 273.124, subdivision 11, is
amended to read:

Subd. 11. LIMITATION ON HOMESTEAD REPUCTIONS TREATMENT.
() For taxes payable in 2003 through 2005 only, if the assessor has classified a
property as both homestead and nonhomestead, the greater of:

(2) the homestead value amount determined under paragraph (b), is entitled to
assessment as a homestead under section 273.13, subdivision 22 or 23.

(b) For taxes payable in 2003 only, the homestead value amount is $60,000. For
taxes payable in 2004 only, “the homestead value amount is $45,000. F01 taxes payable
in 2005 only, the > homestead value amount is $30,000.

(¢) If the assessor has classified a property as both homestead and nonhomestead,
the reductions in tax provided under sections 273.135 and 273.1391 apply to the value
of both the homestead and the nonhomestead portions of the property.

Sec. 15. Minnesota Statutes 2000, section 273.125, subdivision 3, is amended to
read: .
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Subd. 3. TAX STATEMENTS; PENALTIES; COLLECTIONS. Not later than
July 15 in the year of assessment the county treasurer shall mail to the taxpayer a
staternent of tax due on a manufactured home. The taxes are due on the last day of
August, or 20 days after the postmark date on the envelope containing the property tax
statement, whichever is later, except that if the tax exceeds $50, one-half of the amount
due may be paid on August 31, or 20 days after the postmark date on the envelope
containing the property tax statement, whichever is later, and the remainder on
November 15. Taxes remaining unpaid after the due date are delinquent, and a penalty
of eight percent must be assessed and collected as part of the unpaid taxes. The tax
statement must contain a sentence notifying the taxpayer that the tltle to the

and thereafter.

Sec. 16. Minnesota Statutes 2001 Supplement section 273 13, subdivision 22, is
amended to read:

Subd. 22. CILASS 1. (a) Except as provided in subdivision 23 and in paragraphs
(b) and (c), real estate which is residential and used for homestead purposes is class 1a.
In the case of a duplex or triplex in which one of the units is used for homestead

purposes, the entire property is deemed to be used for homestead purposes. The market
value of class 1a property must be determined based upon the value of the house,
garage, and land.

The first $500,000 of market value of class la property has a net class rate of one
percent of its market value; and the market value of class la property that exceeds
$500,000 has a class rate of 1.25 percent of its market value.

(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 peison’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

(i) 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
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(ii) receives 90 percent or more of total household income, as defined in section
290A.03, subdivision 5, 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 fo an old age insurance benefit and any subsequent cost of
living increases; or

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

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

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

(iif) 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
income as defined in section 290A.03, subdivision 5, is 275 percent or less of the
federal 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
requirements of this paragraph.

Permanently and totally disabled for the purpose of this subdivision means a
condition which is permanent in nature and totally incapacitates the person from
working at an occupation which brings the person an income. The first $32,000 market
value of class 1b property has a net class rate of .45 percent of its market value. The
remaining market value of class 1b property has a class rate using the rates for class
1la or class 2a property, whichever is appropriate, of similar market value.

(c) Class lc property is commercial use 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 includes 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
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if the title to the homestead 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, excluding the portion used exclusively as a homestead, is used
for residential occupancy and a fee is charged for residential occupancy. The first
$500,000 of market value of class 1c property has a class rate of one percent, and the
remaining market value of class 1c property has a class rate of one percent, 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. If any portion of the class lc
resort property is classified as class 4c under subdivision 25, the entire ptoperty must
meet the requirements of subdivision 25, paragraph (d), clause (1), to qualify for class
lc treatment under this paragraph.

(d) Class 1d property includes structures that meet all of the following criteria:

(1) the structure is located on property that is classified as agricultural property
under 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
appropriate season; and

(4) the structure is not salable 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).

EFFECTIVE DATE. This section is effective for taxes payable in 2003 and
subsequent years.

Sec. 17. Minnesota Statutes 2001 Supplement, section 273.13, subdivision 25, is
amended to read:

Subd. 25. CLASS 4. (a) Class 4a is residential real estate containing four or more
units and used or held for use by the owner or by the tenants or lessees of the owner
as a residence for rental periods of 30 days or more. Class 4a also includes hospitals
licensed under sections 144.50 to 144.56, other than hospitals exempt under section
272.02, and contiguous property used for hospital purposes, without regard to whether
the property has been platted or subdivided. The market value of class 4a property has
a class rate of 1.8 percent for taxes payable in 2002, 1.5 percent for taxes payable in
2003, and 1.25 percent for taxes payable in 2004 and thereafter, except that class 4a
property consisting of a structure for which construction commenced after June 30,
2001, has a class rate of 1.25 percent of market value for taxes payable in 2003 and
subsequent years.
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(b) Class 4b includes:

(1) residential real estate containing less than four units that does not qualify as
class 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
subdivision 33,

The market value of class 4b property has a class rate of 1.5 percent for taxes
payable in 2002, and 1.25 percent for taxes payable in 2003 and thereafter.

(c) Class 4bb includes;

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

(2) a single family dwelling, garage, and surrounding one acre of propel“cy.on a
nonhomestead farm classified under subdivision 23, paragraph (b).

Class 4bb property has the same class rates as class 1a property under subdivision
22,

Property that has been classified as seasonal recreational residential property at
any time during which it has been owned by the current owner or spouse of the current
owner does not qualify for class 4bb.

(d) Class 4c property includes:

(1) 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
purposes and not devoted to commercial purposes for more than 250 days in the year
preceding the year of assessment. For purposes of this clause, property is devoted to
a commercial purpose on a specific day if any portion of the property is used for
residential occupancy, and a fee is charged for residential occupancy. In order for a
propetrty to be classified as class 4c, seasonal recreational residential for commercial
purposes, at least 40 percent of the annual gross lodging receipts related to the property
must be from business conducted during 90 consecutive days and either (i) at least 60
percent of all paid bookings by lodging guests during the year must be for periods of
at least two consecutive nights; or (ii) at least 20 percent of the annual gross receipts
must be from charges for rental of fish houses, boats and motors, snowmobiles,
downhill or cross-country ski equipment, or charges for marina services, launch
services, and guide services, or the sale of bait and fishing tackle. For purposes of this |
determination, a paid booking of five or more nights shall be counted as two bookings.
Class 4c also includes commercial use real property used exclusively gor recreational
purposes in conjunction with class 4c property devoted to temporary and seasonal
residential occupancy for recreational purposes, up to a total of two acres, provided the
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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¢
property with which it is used. Class 4c property classified in this clause also includes
the remainder of class 1c resorts provided that the entire property including that portion
of the property classified as class 1c also meets the requirements for class 4c under this
clause; otherwise the entire property is classified as class 3. Owners of real property
devoted to temporary and seasonal residential occupancy for recreation purposes and
all or a portion of which was devoted to commercial purposes for not more than 250
days in the year preceding the year of assessment 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 proportionate share of the land on which
they are located will be designated class 1c or 4c 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 owner of property desiring designation as class lc
or 4c property must provide guest registers or other records demonstrating that the
units for which class Ic 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 nonresidential 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;

(2) qualified property used as a golf course if:

(i) it is open to the public on a daily fee basis, It may charge membership fees or
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
municipal courses; and

(ii) 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;

(3) real property up to a maximum of one acre of land owned by a nonprofit
community service oriented organization; provided that the property is not used for a
revenue-producing activity for more than six days in the calendar year preceding the
year of assessment and the property is not used for residential purposes on either a
temporary or permanent basis. For purposes of this clause, a “nonprofit community
service oriented organization” means any corporation, society, association, foundation,
or institution organized and 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 December 31, 1990. For purposes of this clause, “revenue-producing
activities” shall include but not be limited to property or that portion of the property
that is used as an on-sale intoxicating liquor or 3,2 percent malt liquor establishment
licensed under’ chapter 340A, a restaurant open to the public, bowling alley, a retail
store, gambling conducted by organizations licensed under chapter 349, an insurance
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business, or office or other space leased or rented to a lessee who conducts a for-profit
enterprise on the premises. Any portion of the property which is used for revenue-
producing activities for more than six days in the calendar year preceding the year of
assessment shall be assessed as class 3a. The use of the property for social events open
exclusively to members and their guests for periods of less than 24 hours, when an
admission is not charged nor any revenues are received 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 located within two miles of the border of a college campus;

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

(6) real propeity that is actively and exclusively devoted to indoor fitness, health,
social, recreational, and related uses, is owned and operated by a not-for-profit
corporation, and is located within the metropolitan arca as defined in section 473.121,
subdivision 2; and

(7) aleased or privately owned noncommercial aircraft storage hangar not exempt
under section 272.01, subdivision 2, and the land on which it is located, provided that:

(i) the land is on an airport owned or operated by a city, town, county,
metropolitan airports commission, or group thereof; and

(ii) the land lease, or any ordinance or signed agreement restricting the use of the
leased premise, prohibits commercial activity performed at the hangar.

If a hangar classified under this clause is sold after June 30, 2000, a bill of sale
must be filed by the new owner with the assessor of the county where the property is
located within 60 days of the sale; and

(8) residential real estate, a portion of Wthh is used by the owner fo1 homestead

(i) rooms are provided for rent to transient guests that generally stay for penods
of 14 or fewer days,

incorporated 1 in the basic room rate

(iii) meals are not provided to the general pubhc except for special events on

(iv) the owner is the operator of EIE property.

The market value subject to the 4c class1ﬁcat10n under this clause is limited to five

the owner must be class1ﬁed as class 1 1la property v under subdivision : g
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Class 4c property has a class rate of 1.5 percent of market value, except that (i)
each parcel of seasonal residential recreational property not used for commercial
purposes has the same class rates as class 4bb property, (ii) manufactured home parks
assessed under clause (5) have the same class rate as class 4b property, (iii)
commercial-use seasonal residential recreational property has a class rate of one
petcent for the first $500,000 of market value, which includes any market value
receiving the one percent rate under subdivision 22, and 1.25 percent for the remaining
market value, (iv) the market value of property described in clause (4) has a class rate
of one percent, and (v) the market value of property described in clauses (2) and (6)
has a class rate of 1.25 percent, and (vi) that portion of the market value of property

in clause (8) qualifying for class 4c property has a class raf rate of 1.25 percent

(e) Class 4d property is qualifying 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 to the total market value of the building that is qualifying
low-income rental housing. For all properties qualifying as class 4d, the market value
determined by the assessor must be based on the normal approach to value using
normal vnrestricted rents.

Class 4d property has a class rate of 0.9 percent for taxes payable in 2002, and one
percent for taxes payable in 2003 and 1.25 percent for taxes payable in 2004 and
thereafter.

EFFECTIVE DATE. This section is effective for assessment year 2002 and

thereafter, for taxes payable in in 2003 and thereafter.

Sec. 18. Minnesota Statutes 2001 Supplement, section 273.1384, subdivision 1, is
amended to read:

Subdivision 1. RESIDENTIAL HOMESTEAD MARKET VALUE CREDIT.
Each county auditor shall determine a homestead credit for each class 1a, 1b, 1c, and
2a homestead property within the county equal to 0.4 percent of the market value of
the property. The amount of homestead credit for a homestead may not exceed $304
and is reduced by .09 percent of the market value in excess of $76,000. In the case of
an agricultural or resort homestead, only the market value of the house, garage, and
immediately surrounding one acre of land is eligible in determining the property’s
homestead credit. In the case of a property which is classified as part homestead and

part nonhomestead, the credit shall apply only to the homestead portlon of the property

EFFECTIVE DATE. This section is effective for taxes payable in 2003 and
subsequent years.

Sec. 19. Minnesota Statutes 2001 Supplement, section 273.1384, subdivision 2, is
amended to read:

Subd. 2. AGRICULTURAL HOMESTEAD MARKET VALUE CREDIT.
Property classified as class 2a agricultural homestead is eligible for an agricultural
credit. The credit is equal to 8:2 0.3 percent of the first $115,000 of the property’s
market value. The .credit under this subdivision is limited to $230 $345 for each
homestead. The credit is reduced by .05 percent of the market value in excess of

$115,000, subject to a maximum reduction of $115.
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EFFECTIVE DATE. This section is effective for taxes payable in 2003 and
thereafter.,

Sec. 20. Minnesota Statutes 2000, section 273,1398, subdivision 1a, is amended
to read:

Subd. 1a. TAX BASE DIFFERENTIAL. (2) For aids payable in 2000 2003, the
tax base differential is:

(1) 045 percent of the assessment year 1998 taxable market value of elass 2a
ageicultural homestead property; excluding the house; garage; and surrounding ene
aere of land; between $115,000 and $600,000 and over 320 acres; minus the value over
$600,000 that is less than 320 aeres 31 percent of the assessment year 2000 net tax
capacity of public utility property reported by the county on the 2000 abstract of
assessment. as public utility land and buildings 55 valued up to '$150,000; plus

(2) 05 peteent of the assessment year 1998 taxable market value of noncommer-
cial seasonal recreational residential property over $75;000 in value 34 percent of the
assessment year 2000 net tax capacity of pubhc ut111ty property reported by the county

$150 000; plus

(3) for puspeses of computing the fiseal disparity adjustment only; 02 percent of
the assessment year 1998 taxable market value of class 3 commercialindustrial
property over $150,000 34 percent of the assessment year 2000 net tax capacity of
public utility property reported by the county on the 2000 abstract ¢ of assessment as
public utility machinery, systems s of electric utilities-transmission, systems of electric
utilities-distribution, and systems o_f gas utilities.

(b) For the putpeses of the distribution of homestead and agricultural credit aid
for aids payable in 2000; the commissioner of revenue shall use the best information
available as of June 30; 1999; to make an estimate of the value deseribed in paragraph
(a); clause (1) The commissioner shall adjust the distribution of homestead and
agricultural credit aid for aids payable in 2001 and subsequent years if new information
wgardmg&eva&uedesenbedmpamgtaph(a}é&useéﬁ-b%emeswmlabkaﬁeﬂum

et tax capacuy of the county.

Sec. 21. Minnesota Statutes 2000, section 273.1398, subdivision 2, is amended to
read:

Subd. 2. HOMESTEAD AND AGRICULTURAL CREDIT AID. (a) Home-
stead and agricultural credit aid for each unique taxing jurisdiction equals the product
of (1) the homestead and agricultural credit aid base, and (2) the growth adjustment
factor, plus the net tax capacity adjustment and the fiscal disparity adjustment.
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(b) For the purposes of determining the net tax capacity adjustment for aids

payable in 2003, the “current local tax rate” and the “previous net tax capacity” as as
defined under subdivision 1 shall be determined v using tax capacities and tax rates in

effect for taxes payable in 2001,

Sec. 22. Minnesota Statutes 2001 Supplement, 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.

(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 proposes to collect for taxes payable the following year. In the
case of a town, or in the case of the state determined portion of the schoel district levy
general tax, the final tax amount will be its proposed tax. In the case of taxing
authorities required to hold a public meeting under subdivision 6, the notice must
clearly state that each taxing authority, including regional library 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, will 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
anthority’s meeting, a telephone number for the taxing authority that taxpayers may
call if they have questions related to the notice, 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 as each appears in the records of the county assessor on November 1 of
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, and state
determined scheel general tax, net of the edueation residential and agricultural
homestead credit under section 273-1382 273.1384, voter approved school levy, other
local school levy, and the sum of the special taxing districts, and as a total of all taxing
authorities:

(i) the actual tax for taxes payable in the current year;

(ii) the tax change due to spending factors, defined as the proposed tax minus the
constant spending tax amount;
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(iii) the tax change due to other factors, defined as the constant spending tax
amount minus the actoal current year tax; and

(iv) the proposed tax amount,

If the county levy under clause (2) includes an amount for a lake improvement
district as "as defined under sections 103B.501 to 103B.581, the “amount attnbutable for
that purpose must be separately stated from the femaining county levy amount.

In the case of a town or the state determined scheel general tax, the final tax shall
also be its proposed tax unless the town changes its levy at a special town meeting
under section 365.52. If a school district has cettified under section 126C.17,
subdivision 9, that a referendum will be held in the school district at the November
general election, the county auditor must note next to the school district’s proposed
amount that a referendum is pending and that, if approved by the voters, the tax amount
may be higher than shown on the notice. 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 between the total taxes payable in the current year and
the total proposed taxes, expressed as a percentage.

For purposes of this section, the amount of the tax on homesteads qualifying
under the senior citizens’ property tax deferral program under chapter 290B is the total
amount of property tax before subtraction of the deferred property tax amount.

(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,
including bond referenda, school district levy referenda, and levy limit increase
referenda;

(3) amounts necessary to pay cleanup or other costs due to a natural disaster
occurring after the date the proposed taxes are certified;

(4) amounts necessary to pay tort judgments against the taxing authority that
become final after the date the proposed taxes are certified; and

(5) the contamination tax imposed on properties which received market value
reductions 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.
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(g) If the notice the taxpayer receives under this section lists the property as
nonhomestead, and satisfactory documentation is provided to the county assessor by
the applicable deadline, and the property qualifies for the homestead classification in
that assessment year, the assessor shall reclassify 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
treasurer 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.

(1) 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
chapter 398A shall be included with the appropriate county’s levy and shall be
discussed at that county’s public hearing.

() If a statutory or home rule charter city or a town has exercised the local levy
option provided by section 473.388, subdivision 7, it may include in the notice of its
proposed taxes the amount of its proposed taxes attributable to its exercise of the
option. In the first year of the city or town’s exercise of this option, the statement shall
include an estimate of the reduction of the metropolitan council’s tax on the parcel due
to exercise of that option. The metropolitan council’s levy shall be adjusted accord-

ingly.
EFFECTIVE DATE. This section is effective for notices of proposed property
taxes prepared in 2002, for taxes payable in 2003, and thereafter.

Sec. 23. Minnesota Statutes 2001 Supplement, 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
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form of the property tax statement and its contents. The statement must contain a
tabulated statement of the dollar amount due to each taxing authority and the amount
of the state tax from the parcel of real property for which a particular tax statement is
prepared. The dollar amounts attributable to the county, the state tax, the voter
approved school tax, the other local school tax, the township or municipality, and the
total of the metropolitan special taxing districts as defined in section 275.065,
subdivision 3, paragraph (i), must be separately stated. The amounts due all other
paragraph includes an amount for a lake improvement district as defined under sections
103B.501 to 103B.581, the amount attributable for that purpose must be separately
stated from the remaining county levy amount. The amount of the tax on homesteads
qualifying under the senior citizens’ property tax deferral program under chapter 290B
is the total amount of property tax before subtraction of the deferred property tax
amount. The amount of the tax on contamination 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-numbered 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.

(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
information 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,
subdivisions la and 16;

(3) the property’s gross tax, calculated by adding the property’s total property tax
to the sum of the aids enumerated in clause (4);

(4) a total of the following aids:

(i) education aids payable under chapters 1224, 123A, 123B, 124D, 1254, 126C,
and 127A;

(i1) local government aids for cities, towns, and counties under chapter 477A;

(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 credits under section
273.1384;
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(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
received 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 included 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
estimated aids enumerated in clause (4) that local governments will receive in the
following year The commissioner must certify this amount by January 1 of éach year.

EFFECTIVE DATE. This section is effectlve for property tax statements
prepared in 2003 and thereafter.

Sec. 24. Laws 1998, chapter 389, article 3, section 42, Ais amended to read:
Sec. 42. TRANSFER OF PROPERTY; PAYMENT OF DEFERRED TAXES.

Subdivision 1. ADDITIONAL TAX. The assessor shall make a separate
determination of the market value and net tax capacity of a property qualifying under
section 38 as if sections 39 and 40 did not apply. The tax based upon the appropriate
local tax rate applicable to such property in the taxing district shall be recorded on the
property assessment records.

Subd. 2. RECAPTURE. (a) Property or any portlon thereof qualifying under
section 38 is subject to additional taxes if:

(1) ownership of the property is transferred to anyone other than the spouse or
child of the curtent owner; ox;

(2) the current owner or the spouse or child of the current owner has not conveyed
or entered into a contract before July 1, 2002 2007, to convey the property to a
nonprofit foundation or corporation ereated to own and eperate operating the property
as an art park providing the services included in section 38, clauses (2) to (5); or

(3) the nonprofit foundation or corporation to which the property was transferred
ceases to prov1de the serv1ces included i in section 38 clauses (2) [10) (5) ‘earlier than ten

to convey.

(b) The additional taxes are imposed at the earlier of (1) the year following
transfer of ownership to anyone other than the spouse or child of the current owner or
a nonprofit foundation or corporation ereated to own and operate operating the
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nonprofit foundation or corporatlon to which the property was conveyed ceases to
prowde the requned services w1th1n ten years after the conveyance, for taxes payable

amount determined under subdivision 1 for all years that the property qualified under
section 38. The additional taxes must be extended against the property on the tax list
for the current year; provided, however, that no interest or penalties may be levied on
the additional taxes if timely paid.

Subd. 3. CURRENT OWNER. For purposes of this section, “current owner”
means the owner of property qualifying under section 38 on the date of final enactment
of this act or that owner’s spouse or child.

Subd. 4. NONPROFIT FOUNDATION OR CORPORATION. For purposes of
this act, “nonprofit foundation or corporation” means a nonprofit entity ereated to own
and eperate as defined under section 501(c)(3) of the Internal Revenue Code that is
operating the property as an art park providing the services included in section 38,
clauses (2) to (5).

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

Sec. 25. COOK COUNTY; EXPENDITURE OF ROAD AND BRIDGE
LEVY.

Notwithstanding Minnesota Statutes, section 163.06, subdivisions 4 and 5, the

county board of Cook county, by resolution, may expend the proceeds of the levy under

Minnesota Statutes, section 163.06, in any y organized or or unorganized township or
portion thereof in the county.

EFFECTIVE DATE Thls sectxon is effectlve the day after the govemmg body

Minnesota Statutes, section 645.021, subdivisions 2 and 3.
Sec. 26. REPEALER. '

Laws 2001, First Special Session chapter 5, article 3, section 88, is repealed
effective July 1, 2002

ARTICLE 5
EDUCATION LEVIES AND REVENUES

Section 1. anesota Statutes 2001 Supplement, section 124D 86, subdivision 3,
is amended to read: .

Subd. 3. INTEGRATION REVENUE. Integration revenue equals the following
amounts:
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(1) for independent school district No. 709, Duluth, $207 times the adjusted pﬁpil
units for the school year;

(2) for independent school district No. 625, St. Paul, and for special schoo} district
Ne: 1; Minneapelis; $446 times the adjusted pupil units for the school year;

(3) for special school dlstnct No. 1, Minneapolis, the sum of $446 times the

adjusted pupil units for the school year and an additional $35 times the adjusted pupil

units for the school year that is provided entirely through a 1 a local levy;

(4) for a district not listed in clause (1) ex, (2), or (3), that must implement a plan
under Minnesota Rules, parts 3535.0100 to 3535.0180, where the district’s enrollment
'of protected students, as defined under Minnesota Rules, part 3535.0110, exceeds 15
percent, the lesser of (i) the actual cost of implementing the plan during the fiscal year
minus the aid received under subdivision 6, or (ii) $130 times the adjusted pupil units

for the school year;

¢4 (5) for a district not listed in clause (1), (2), ex (3), or (4), that is required to
implement a plan according to the requirements of Minnesota Rules, parts 3535.0100
to 3535.0180, the lesser of

(i) the actual cost of irhplelhenting the plan during the fiscal year minus the aid
received under subdivision 6, or

(if) $93 times the adjusted pupil units for the school year.

Any money received by districts in clauses (1) to (3} (4) which exceeds the
amount received in fiscal year 2000 shall be subject to the budget requirements in
subdivision 1a; and

) (6) for a member district of a multidistrict integration collaborative that files
a plan with the commissioner, but is not contiguous to a racially isolated district,
integration revenue equals the amount defined in clause () ).

EFFECTIVE DATE. This section is effective the day following final enactment
for revenue for fiscal year 2003.

Sec. 2. Minnesota Statutes 2001 Supplement, section 126C.40, subdivision 1, is
amended to read: .

Subdivision 1. TO LEASE BUILDING OR LAND. (a) When a an independent
or a special school district or a group of independent or special school districts finds
it economically advantageous to rent or lease a building or land for any instructional
purposes or for school storage or furniture repair, and it determines that the operating

. capital revenue authorized under section 126C.10, subdivision 13, is insufficient for
this purpose, it may apply to the commissioner for permission to make an additional
capital expenditure levy for this purpose. An application for permission to levy under
this subdivision must contain financial justification for the proposed levy, the terms and
conditions of the proposed lease, and a description of the space to be leased and its
proposed use.
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(b) The criteria for approval of applications to levy under this subdivision must
include: the reasonableness of the price, the appropriateness of the space to the
proposed activity, the feasibility of transporting pupils to the leased building or land,
conformity of the lease to the laws and rules of the state of Minnesota, and the
appropriateness of the proposed lease to the space needs and the financial condition of
the district. The commissioner must not authorize a levy under this subdivision in an
amount greater than the cost to the district of renting or leasing a building or land for
approved purposes. The proceeds of this levy must not be used for custodial or other
maintenance services. A district may not levy under this subdivision for the purpose of
leasing or renting a district-owned building or site to itself,

(c) For agreements finalized after July 1, 1997, a district may not levy under this
subdivision for the purpose of leasing: (1) a newly constructed building used primarily
for regular kindergarten, elementary, or secondary instruction; or (2) a newly
constructed building addition or additions used primarily for regular kindergarten,
elementary, or secondary instruction that contains more than 20 percent of the square
footage of the previously existing building.

(d) Notwithstanding paragraph (b), a district may levy under this subdivision for
the purpose of leasing or renting a district-owned building or site to itself only if the
amount is needed by the district to make payments required by a lease purchase
agreement, installment purchase agreement, or other deferred payments agreement
authorized by law, and the levy meets the requirements of paragraph (c). A levy
authorized for a district by the commissioner under this paragraph may be in the
amount needed by the district to make payments required by a lease purchase
agreement, installment purchase agreement, or other deferred payments agreement
authorized by law, provided that any agreement include a provision giving the school
districts the right to terminate the agreement annually without penalty.

(e) The total levy under this subdivision for a district for any year must not exceed
$100 times the resident pupil units for the fiscal year to which the levy is attributable.

(f) For agreements for which a review and comment have been submitted to the
department of children, families, and learning after April 1, 1998, the term “instruc-
tional purpose” as used in this subdivision excludes expenditures on stadiums.

(g) The commissioner of children, families, and learning may authorize a school
district to exceed the limit in paragraph (e) if the school district petitions the
commissioner for approval. The commissioner shall grant approval to a school district
to exceed the limit in paragraph (e) for not more than five years if the district meets the
following criteria:

(1) the school district has been experiencing pupil enrollment growth in the
preceding five years;

(2) the purpose of the increased levy is in the long-term public interest;

(3) the purpose of the increased levy promotes colocation of government services;
and
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(4) the purpose of the increased levy is in the Iong-term interest of the district by
avoiding over construction of school facilities.

(h) A school district that is a member of an intermediate school district may
include in its authority under this section the costs associated with leases of
administrative and classroom space for intermediate school district programs. This
authority must not exceed $25 times the adjusted marginal cost pupil units of the
member districts. This authority is in addition to any other authority authorized under
this section.

(i) In addition to the allowable capital levies in paragraph (a), a district that is a

member of the “Technology and Information Education Systems” data processing ]OIIlt
board, that finds it econormcally advantageous to enter into a lease pur: purchase agreement
for a building for a group of school districts or special school districts for staff

. development purposes, may levy for its portion of lease costs attributed to the d1stnct

within the total levy limit in paragraph (e).

EFFECTIVE DATE. This section is effective for taxes payable in 2003.

Sec. 3. Minnesota Statutes 2001 Supplement, section 126C.43, subdivision 3, is
amended to read:

Subd. 3. TAX LEVY FOR JUDGMENT. A district may levy the amounts
necessary to pay judgments against the district under section 123B.25 that became final
after the date the district certified its proposed levy in the previous year. With the
approval of the commissioner, a district may spread this levy over a period not to
exceed three years. Upon approval through the adoption of a resolution by each of an
intermediate district’s member school district boards, a member school district m may
include its proportionate share of the costs of a Judgment against an intermediate
school district that became final under section 123B.25 after the date that the earliest

member school district certified its proposed levy in the previous year. With the

approval of the commissioner, an intermediate school district member school district
may spread thlS levy over a penod not to exceed three years.

EFFECTIVE DATE. This section is effective for taxes payable in 2003.

Sec. 4. Minnesota Statutes 2000, section 126C.44, is amended to read:
126C.44 CRIME-RELATED €OSTS SAFE SCHOOLS LEVY.

Each district may make a levy on all taxable property located within the district
for the purposes specified in this section. The maximum amount which may be levied
for all costs under this section shall be equal to $1+ $30 multiplied by the district’s
adjusted marginal cost pupil units for the school year. The proceeds of the levy must
be used for directly funding the following purposes or for reimbursing the cities and
counties who contract with the district for the following purposes: (1) to pay the costs
incurred for the salaries, benefits, and transportation costs of peace officers and sheriffs
for liaison in services in the district’s schools; (2) to pay the costs for a drug abuse
prevention program as defined in section 609.101, subdivision 3, paragraph (e), in the
elementary schools; (3) to pay the costs for a gang resistance education training
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curriculum in the district’s schools; (4) to pay the costs for security in the district’s
schools and on school property; or (5) to pay the costs for other crime prevention, drug
abuse, student and staff safety, and violence prevention measures taken by the school
district, The district must initially attempt to contract for services to be provided by
peace officers or sheriffs with the police department of each city or the sheriff’s
department of the county within the district containing the school receiving the
services, If a local police department or a county sheriff’s department does not wish to
provide the necessary services, the district may contract for these services with any
other police or sheriff’s department located entirely or partially within the school
district’s boundaries, The levy authorized under this section is not included in
determining the school district’s levy limitations.

EFFECTIVE DATE. This section is effective for taxes payable in 2003.

Sec. 5. Laws 2001, First Special Session chapter 6, article 1, section 53, is
amended to read:

Sec. 53. REFERENDUM CONVERSION ADJUSTMENT FOR INTEREST
EARNED.

(a) The commissioner of children, families, and learning shall calculate the
change in estimated net interest earnings for each district attributable to the repeal of
the general education levy as provided in this section. -

(b) The interest caleulations must assume an annval interest rate of five percent;
and must be based on the ameount by which the distriet’s cwmulative net general
education levy receipts for taxes payable in 2000; based on the assumptions speeified
in Minnesota Statutes; section 127A-45; subdivision 8; exceeds the cumulative amount
that swould have been guaranteed for each payment in fiseal year 2001; as defined in
Minnesota Statutes; section 127A:45; subdivisions 2 and 3; caleulated using data as of
the June 20; 2001; payment; and assuming that the repeal of the general education levy
was effective for fiscal year 2001 The commissioner shall divide the interest revenue
in fiseal year 2001 by the number of resident marginal cost pupil units in fiseal year
2001 The interest calculations must assume an annual interest rate of five percent, and
must be based on the difference between (1) the district’s estimated aid payments and
levy receipts for fiscal year 2003, based upon the payment schedule specified in
Mlnnesota Statutes, sect10n ion 127A.45, and (2) the ‘amount that the district’s estimated

education levy for taxes payable in 2001. For the purposes of thlS section, the general
education levy “nust not include - the education homestead credit or the > education
agricultural cre credlt

(c) The ameunt caleulated in paragraph (a) may be converted to an additional
referendum allowanece according to Minnesota Statutes; section 126C:17; subdivision
11: The amount calculated in paragraph (b), less any interest conversion revenue
calculated for the district under Laws 2001, First Special Session chapter 6, article 1,
section 53, is added to the district’s levy Iimitation for taxes payable in 2003 through

2006.
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(d) Any additienal referendum allowance as a result of a conversion under
paragraph (b) shall be included in the referendum conmversion allowance used to
subdivision 2: If the state total levy under paragraph (c) exceeds $3,000,000, the

commyjssioner shall reduce the levy authority proportionately for each eligible dlstnct
such that the state total levy equals $3,000,000.

(e) The commissioner must calculate an adjustment for taxes payable in 2002 for
each school district as though this section were in effect fo for that tax year.

- EFFECTIVE DATE. This section is effective for revenue for taxes payable in
2003 and later.

Sec. 6. Laws 2001, First Special Session chapter 6, article 4, section 25, is
amended to read:

Sec. 25. INTERACTIVE WEB-BASED AND INDEPENDENT STUDY
PROGRAMS.

Subdivision 1. PUPIL REVENUE. (a) General education revenue for an eligible
pupil in an approved interactive Web-based program offered by a school district or a
charter school, or an approved alternative program that has an independent study
component offered by a charter school, under the supervision of a teacher with a
Minnesota license, must be paid for each hour of completed coursework needed for
grade progression, credit, or alignment with state graduation standards. For purposes
of this section, an eligible pupil is a public school pupil concurrently enrolled in the
district or charter school or concurrently enrolled in another district or charter school
‘and participating in the program by agreement with the district or charter school of
enrollment. The course of study must be approved by the commissioner of children,
families, and learning for alignment with the state graduation standards and compli-
ance with Minnesota Statutes, chapter 125A. An alternative program that has an
independent study component must also meet the requirements of Minnesota Statutes,
section 126C.05, subdivision 15, paragraph (b), clauses (i) and (iv). Average daily
membership for a pupil shall equal the number of hours of coursework completed
divided by the number of hours required for a full-time student in the district or charter
school. Pupils enrolled in the program must not be counted as more than 1.0 pupil in
average daily membership. A school district or charter school is not required to provide
a pupil enrolled in the program with access to a computer or to the Internet.

(b) Notwithstanding paragraph (a), pupils enrolled in a Web-based public
alternative program approved by the commissioner before June 1, 2001, are not
required to be concurrently enrolled in the district and may be counted as more than
1.0 pupil in average daily membership under Minnesota Statutes, section 126C.03,
subdivision 15.

(c) Notwithstanding paragraph (a), pupils enrolled in a charter school with a
Web-based program, approved by the commissioner before June 1, 2001, are not
required to be concurrently enrolled in the charter school.

(d) Notwithstanding paragraph (a), pupils enrolled in a charter school with an
alternative program that has an independent study component, approved by the
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commissioner for fiscal year 2001, may be counted as more than 1.0 pupil in average
daily membership under Minnesota Statutes, section 126C.05, subdivision 15, para-
graph (b), clause (iii).

Subd. 2. REIMBURSEMENT. Notwithstanding Minnesota Statutes, section
126C.19, subdivision 4, for fiscal year years 2002 and 2003 only, the commissioner
shall establish a process for providing additional revenue to school districts or charter
schools for:

(1) an eligible pupil in an approved interactive Web-based program under
subdivision 1, paragraph (a), that may be counted as more than 1.0 pupil in average
daily membership; or

(2) a nonpublic pupil in an approved interactive Web-based program in a public
school under subdivision 1, paragraph (a).

The commissioner may award additional general education revenue to school districts
and charter schools up to the amount appropriated for this section. The amount of
additional revenue awarded to a school district under this section shall be based on
additional pupils in average daily membership that are generated according to this
subdivision with the prior approval from the commissioner. The commissioner shall
establish a process to prioritize the awards under this subdivision based on the
estimated number of students the school district or charter school expects to serve
under this section,

EFFECTIVE DATE. This section 1§ effective fgg revenue for fiscal year 2003
only.

Sec. 7. Laws 2001, First Special Session chapter 6, article 4, section 27,
subdivision 9, is amended to read:

Subd. 9. REIMBURSEMENT FOR WEB-BASED AND INDEPENDENT
STUDY COURSES. For grants to school districts and charter schools for additional
pupils taking on-line courses according to section 25:

$100,000 ... 2002
This apptopriation is available until June 30, 2003,

Sec. 8. DISABLED ACCESS LEVY AUTHORITY; WESTBROOK-
WALNUT GROVE.

Notwithstanding the time limit in Minnesota Statutes, section 123B.58, subdivi-

sion 3, independent school district No. 2898, Westbrook-Walnut Grove, may levy its
remaining disabled access levy authonty over five or fewer years

Sec. 9. DISABLED ACCESS LEVY AUTHORITY; PINE CITY.

Notwithstanding the time limits in Minnesota Statutes, section 123B.58, subdi-
v181on 3, independent school district No. 578, Pine Clty, may levy its remaining
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ARTICLE 6

AIDS AND LEVIES

Section 1. Minnesota Statutes 2000, section 69.77, is amended by adding a
subdivision to read:

Subd. 1la. APPLICATION OF OTHER LAWS TO CONTRIBUTION
RATE. In In the absence of any specific provision to the contrary, no general or special

contribution to a police or firefighters relief association to which subdivision la
applies, by a mumclpahty or member of the association, , which is required as a

condition for the use of public funds or r the levy of taxes for the support of the

association. Each association, the municipality in which it is organized, and the officers
of each are authonzed to do all things requlred by thls section as a condmon for the

Sec. 2. [126C.445] TREE GROWTH REPLACEMENT REVENUE.

For taxes payable in 2003 and later, a school district may levy an amount not to

exceed i its miscellaneous revenue g)_r_ tree growth revenue for taxes payable in 2001.

EFFECTIVE DATE. This section is effective beginning with taxes levied in
2002, payable in 2003.

Sec. 3. Minnesota Statutes 2000, section 273.1398, subdivision 3, is amended to
read:

Subd. 3. DISPARITY REDUCTION AID. (a) For taxes payable in 1995; 2003
and subsequent years, the amount of disparity aid certified for each taxing district
within each unique taxing jurisdiction for taxes payable in the prior year shall be
multiplied by the ratio of (1) the jurisdiction’s tax capacity using the class rates for
taxes payable in the year for which aid is being computed, to (2) its tax capacity using
the class rates for taxes payable in the year prior to that for which aid is being
computed, both based upon market values for taxes payable in the year prior to that for
which aid is being computed. For the purposes of this aid determination, disparity
reduction aid certified for taxes payable in the prior year for a taxing entity other than
a town or school district is deemed to be county government disparity reduction aid.
Eor taxes payable in 1992 and subsequent years; The amount of disparity aid certified
to each taxing jurisdiction shall be reduced by any reductions required in the current
year or permanent reductions required in previous years under section 477A.0132.

(b) For aid payable in 2003, in each unique taxing jurisdiction where the total tax
rate for taxes payable in 2002 exceeds 135 percent of taxable net tax capa<:1ty, an
amount shall be permanently added to the unique taxmg Junsdlcuon s aid amount
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of the aid certified for 2001 exceeds the amount certified for 2002, or (ii) the amount

that would be necessary to reduce the total payable 2002 tax rate for the umque taxing

this paragraph must be added before the class rate adjustment described in paragraph
@.

EFFECTIVE DATE. This section is effective for aids payable in 2003 and
subsequent years.

Sec. 4. Minnesota Statutes 2001 Supplement, section 273.1398, subdivision 4d, is
amended to read:

Subd. 4d. AID OFFSET FOR OUT-OF-HOME PLACEMENT COSTS. For
aid payable in 2003 2004, each county’s aid under subdivision 2 shall be permanently
reduced by an amount equal to the county’s 2003 2004 reimbursement for nonfederal
expenditures for out-of-home placements, as provided in section 245.775, provided
that payments will be made under section 477A.0123 in calendar year 2003 2004. The
counties shall provide all information requested by the commissioner of human
setvices necessary to allow the commissioner to certify the previous three years’
avefage nonfederal costs to the comumissioner of revenue by July 15, 2003 2004. The
aid reduction under this subdivision must be made prier to not exceed the difference
between (1) the amount of aid calculated for the county for calendar year ar 2004 under
subdivision 2, including any / addition under section 477A.07, and (2) the amount of any
aid reductions for the state takeover of courts contained in Laws 2001, First Special
Session chapter 5, atticle 5.

EFFECTIVE DATE. This section is effective for aids payable in 2004.

Sec. 5. Minnesota Statutes 2001 Supplement, section 275.70, subdivision 5, is
amended to read:

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:

(1) to pay the costs of the principal and interest on bonded indebtedness or to
reimburse for the amount of liquor store revenues used to pay the principal and interest
due on municipal liquor 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:

(i) tax anticipation or aid anticipation certificates of indebtedness;
(ii) certificates of indebtedness issued under sections 298.28 and 298.282;

(iii) certificates of indebtedness used to fund current expenses or to pay the costs
of extraordinary expenditures that result from a public emergency; or

(iv) certificates of indebtedness used to fund an insufficiency in tax receipts or an
insufficiency in other revenue sources;
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(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
under section 193.145, subdivision 2, to retire the principal and interest on armory
construction bonds;

(5) property taxes approved by voters which are levied against the referendum
market value as provided under section 275.61;

(6) to fund matching requirements needed to qualify for federal or state grants or
programs to the extent that either (i) the matching requirement exceeds the matching
requiremeﬁt in calendar year 2001, or (ii) it is a new matching requirement that didn’t
exist prior to 2002;

(7) to pay the expenses reasonably and necessarily incurred in preparing for or
repairing the effects of natural disaster including the occurrence or threat of widespread
or severe damage, injury, or loss of life or property resulting from natural causes, in
accordance with standards formulated by the emergency services division of the state
department of public safety, as allowed by the commissioner of revenue under section
275.74, paragraph (b);

(8) pay amounts required to correct an error in the levy certified to the county
auditor by a city or county in a levy year, but only to the extent that when added to the
preceding year’s levy it is not in excess of an applicable statutory, special law or charter
limitation, or the limitation imposed on the governmental subdivision by sections
275.70 to 275.74 in the preceding levy year;

(9) to pay an abatement under section 469.1815;

(10) to pay any costs attributable to increases in the employer contribution rates
under chapter 353 that are effective after June 30, 2001;

(11) to pay the operating or maintenance costs of a county jail as authorized in
section 641.01 or 641.262, or of a correctional facility as defined in section 241.021,
subdivision 1, paragraph (5), to the extent that the county can demonstrate to the
commissioner of revenue that the amount has been included in the county budget as a
direct result of a rule, minimum requirement, minimum standard, or directive of the
department of corrections, or to pay the operating or maintenance costs of a regional
jail as authorized in section 641.262. For purposes of this clause, a district court order
is not a rule, minimum requirement, minimum standard, or directive of the department
of corrections. If the county utilizes this special levy, any amount levied by the county
in the previous levy year for the purposes specified under this clause and included in
the county’s previous yeat’s levy limitation computed under section 275.71, shall be
deducted from the levy limit base under section 275.71, subdivision 2, when
determining the county’s current year levy limitation. The county shall provide the
necessary information to the commissioner of revenue for making this determination;

(12) to pay for operation of a lake improvement district, as authorized under
section 103B.555. If the county utilizes this special levy, any amount levied by the

New language is indicated by underline, deletions by strikeout:




1157 LAWS of MINNESOTA for 2002 Ch. 377, Art. 6

county in the previous levy year for the purposes specified under this clause and
included in the county’s previous year’s levy limitation computed under section 275.71
shall be deducted from the levy limit base under section 275.71, subdivision 2, when
determining the county’s current year levy limitation. The county shall provide the
necessary information to the commissioner of revenuve for making this determination;

(13) to repay a state or federal loan used to fund the direct or indirect required
spending by the local government due to a state or federal transportation project or
other state or federal capital project. This authority may only be used if the project is
not a local government initiative;

(14) for counties only, to pay the costs reasonably expected to be incurred in 2002
related to the redistricting of election districts and establishment of election precincts
under sections 204B.135 and 204B.14, the notice required by section 204B.14,
subdivision 4, and the reassignment of voters in the statewide registration system, not
to exceed $1 per capita, provided that the county shall distribute a portion of the
amount levied under this clause equal to 25 cents times the population of the city to all
cities in the county with a population of 30,000 or more; and

(15) to pay for court administration costs as required under section 273.1398,
subdivision 4b, less the county’s share of transferted fines and fees collected by the
district courts fnﬁe the county for calendar year 2001; however, for taxes levied to pay
Tor these costs in the year in which the court financing is transfetred to the state, the
amount under this section is limited to one-third of the aid reduction under section

273.1398, subdivision 4a; and

(16) to fund a police or firefighters relief association as required under section
69.77 to the extent that the required amount exceeds the amount levied for this purpose

in 2001
EFFECTIVE DATE. This section is effective for taxes levied beginning in 2002.

Sec. 6. Minnesota Statutes 2001 Supplement, section 275.71, subdivision 2, is
amended to read:

Subd. 2. LEVY LIMIT BASE. (a) The levy limit base for a local governmental
unit for taxes levied in 2001 is equal to the greater of:

. (1) the sum of its adjusted levy limit base for taxes levied in 1999 plus the amount
it levied in 1999 under Minnesota Statutes 1999 Supplement, section 275.70,
subdivision 5, clauses (8) and (13), multiplied by:

(i) one plus the percentage growth in the implicit price deflator for the 12-month
period ending March 30, 2000;

(ii) one plus a percentage equal to the annual percentage increase in the estimated |
number of households, if any, for the most recent 12-month period that was available
on July 1, 2000; and

(iii) one plus a percentage equal to 50 percent of the percentage increase in the
taxable market value of the jurisdiction due to new construction of class 3 property, as
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defined in section 273.13, subdivision 24, except for state-assessed utility and railroad
operating property, for the most recent year for which data was available as of July 1,
2000; or

(2) an amount equal to:

(i) the sum of the amount it levied in 2000 plus the amount of aids it was certified
to receive in calendar year 2001 under sections 273.1398, 298.282, 477A.011 to
477A.03, prior to any aid reductions under section 273.1399, subdivision 5, 477A.06,
and 477A.065; less

(i) the amount it levied in 2000 that would qualify as special levies under section

275.70, subdivision 6, for taxes levied in 2001. The local governmental unit shall
provide the commissioner of revenue with sufficient information to make this
calculation.

(b) If the governmental unit was not subject to levy limits for taxés levied in 1999,
its levy limit base for taxes levied in 2001 is equal to the amount calculated under
paragraph (a), clause (2).

(c) The levy limit base for a local governmental unit for taxes levied in 2002 is
equal to its adjusted levy limit base in the previous year, plus the amount of tree growth
tax it received in calendar year 2001 under sections 270.31 to 0 270.39, and plus in the
case of a city, the amount it was certified to receive in calendar year 2001 under section

273.166, subject to any adjustments under section 275.72.

EFFECTIVE DATE. This section is effective for taxes levied in 2002, payable
in 2003.

Sec. 7. Minnesota Statutes 2001 Supplement, section 275.71, subdivision 3, is
amended to read:

Subd. 3. ADJUSTMENTS FOR STATE TAKEOVERS. (2) The levy limit base
for each local unit of government shall be adjusted to reflect the assumption by the state
of financing for certain government functions as indicated in this subdivision.

(b) For a county in a judicial district for which financing has not been transferred
to the state by January 1, 2001, the levy limit base for 2001 is permanently reduced by
the amount of the county’s 2001 budget for court administration costs, as certified
under section 273.1398, subdivision 4b, paragraph ), net of the county’s share of

budget period. -

(c) For a governmental unit which levied a tax in 2000 under section 473.388,
subdivision 7, the levy limit base for 2001 is permanently reduced by an amount equal
to the sum of the governmental unit’s taxes payable 2001 nondebt transit services levy
plus the portion. of its 2001 homestead and agricultural credit aid under section
273.1398, subdivision 2, attributable to nondebt transit services.

(d) For counties in a judicial district in which the state assumed financing of
mandated services costs as defined in section 480,181, subdivision 4, on July 1, 2001,
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the levy limit base for taxes levied in 2001 is permanently reduced by an amount equal
to one-half of the aid reduction under section 273,1398, subdivision 4a, paragraph (g).

EFFECTIVE DATE. This section is effective retroactively for taxes payable in
2002 and 2003,

Sec. 8. Minnesota Statutes 2001 Supplement, section 275.71, subdivision 6, is
amended to read;

Subd. 6. LEVIES IN EXCESS OF LEVY LIMITS. (a) If the levy made by a
city or county exceeds the levy limit provided in sections 275.70 to 275.74, except
when the excess levy is due to the rounding of the rate in accordance with section
275.28, the county auditor shall only extend the amount of taxes permitted under
sections 275.70 to 275.74, as provided for in section 275.16.

(b) For taxes levied in 2002, payable in 2003 only, if an error was made in
calculating the levy limit adjustment related to ¢ a special l_exz f?l _E.E authorized under

section 275.70, subdivision 5, clause (11), m the previous year, the following
adjustments must be made:

(1) the county’s levy limit base for taxes levied in 2002 must be based on the

corrected adjusted levy limit base for taxes levied in 2001; and

(2) the county’s final levy limit for taxes levied in 2002, payable in 2003, must

also be temporarily reduced by an amount equal to the amount of county levy spread
in the previous year in excess ; of the total recalculated levy limit plus authorized special

levies for taxes s Jevied 1 in 2001, payable in 2002.

(c) The commissioner of revenue shall inform counties affected by paragraph (b)
of the levy error and levy adjustments required under this provision by June 15, 2002.

The county may provide additional information to the commissioner indicating why why
these adjustments may be in error by July 15, 2002. The commissioner shall certify the
final levy adjustment to the affected “Gountios by August 1, 2002. The levy reduction
1mposed sed under paraglaph (b), clause (2), may be spread over a period not to exceed

three years, upon agreement nt between the county and the commissioner.

EFFECTIVE DATE. This section is effective fo1 taxes levied in 2002, payable
in 2003 only.

Sec. 9. Minnesota Statutes 2001 Supplement, section 477A.011, subdivision 36,
is amended to read:

Subd. 36. CITY AID BASE. (a) Except as otherwise provided in paragraphs (b}
to (o) this subdivision, “city aid base” means, for each city, the sum of the local
government aid and equalization 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 reduction 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
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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
477A.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 thereafter, and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph
(¢), 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
(iii) 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 that:

(i) the city has a population in 1994 of 2,500 or more;

(ii) the city is Iocated 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

(iv) at least four percent of the total net tax capacity, for taxes payable in 1996,
of property located in the city is classified as railroad property.

(e) The city ‘aid base for a city is increased by $200,000 in 1999 and thereafter and
the maximum amount of total aid it may receive under section 477A.013, subdivision
9, paragraph (c), is also increased by $200,000 in calendar year 1999 only, provided
that:

(i) the city was incorporated as a statutory city after December 1, 1993;
(ii) its city aid base does not exceed $5,600; and
(iii) the city had a population in 1996 of 5,000 or more.

(f) The city aid base for a city is increased by $450,000 in 1999 to 2008 and the
maximum amount of total aid it may receive under section 477A.013, subdivision 9,
paragraph (c), is also increased by $450,000 in calendar year 1999 only, provided that:

(i) the city had a population in 1996 of at least 50,000;

(ii) its population had increased by at least 40 percenf in the ten-year period
ending in 1996; and

(iii) its city’s net tax capacity for aids payable in 1998 is less than $700 per capita.
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(g) Beginning in 2002 2004, the city aid base for a city is equal to the sum of its
city aid base in 2004 2003 and the amount of additional aid it was certified to receive
under section 477A.06 in 2004 2003, For 2002 2004 only, the maximum amount of
total aid a city may receive under section 477A.013, subdivision 9, paragraph (), is
also increased by the amount it was certified to receive under section 477A.06 in 2001
2003.

(h) The city aid base for a city is increased by $150,000 for aids payable in 2000
and thereafter, and the maximum amount of total aid it may receive under section
477A.013, subdivision 9, paragraph (c), is also increased by $150,000 in calendar year
2000 only, provided that:

(1) the city has a population that is greater than 1,000 and less than 2,500;

(2) its commercial and industrial percentage for aids payable in 1999 is greater
than 45 percent; and

(3) the total market value of all commercial and industrial property in the city for
assessment year 1999 is at least 15 percent less than the total market value of all
comineicial and industrial property in the city for assessment year 1998,

(i) The city aid base for a city is increased by $200,000 in 2000 and thereafter, and
the maximum amount of total aid it may receive under section 477A.013, subdivision
9, paragraph (c), is also increased by $200,000 in calendar year 2000 only, provided
that:

(1) the city had a population in 1997 of 2,500 or more;

(2) the net tax capacity of the city used in calculating its 1999 aid under section
477A.013 is less than $650 per capita;

(3) the pre-1940 housing percentage of the city used in calculating 1999 aid under
section 477A.013 is greater than 12 percent;

(4) the 1999 local government aid of the city under section 477A.013 is less than
20 percent of the amount that the formula aid of the city would have been if the need
increase percentage was 100 percent; and

(5) the city aid base of the city used in calculating aid under section 477A.013 is
Iess than $7 per capita.

(j) The city aid base for a city is increased by $225,000 in calendar years 2000 to
2002 and the maximum amount of total aid it may receive under section 477A.013,
subdivision 9, paragraph (c), is also increased by $225,000 in calendar year 2000 only,
provided that:

(1) the city had a population of at least 5,000;

(2) its population had increased by at least 50 percent in the ten-year period
ending in 1997,

(3) the city is located outside of the Minneapolis-St. Paul metropolitan statistical
area as defined by the United States Bureau of the Census; and
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(4) the city received less than $30 per capita in aid under section 477A.013,
subdivision 9, for aids payable in 1999,

(k) The city aid base for a city is increased by $102,000 in 2000 and thereafter,
and the maximum amount of total aid it may receive under section 477A.013,
subdivision 9, paragraph (c), is also increased by $102,000 in calendar year 2000 only,
provided that:

(1) the city has a population in 1997 of 2,000 or more;

(2) the net tax capacity of the city used in calculating its 1999 aid under section
477A.013 is less than $455 per capita;

(3) the net levy of the city used in calculating 1999 aid under section 477A.013
is greater than $195 per capita; and

(4) the 1999 local government aid of the city under section 477A.013 is less than
38 percent of the amount that the formula aid of the city would have been if the need
increase percentage was 100 percent.

() The city aid base for a city is increased by $32,000 in 2001 and thereafter, and
the maximum amount of total aid it may receive under section 477A.013, subdivision
9, paragraph (c), is also increased by $32,000 in calendar year 2001 only, provided that:

(1) the city has a population in 1998 that is greater than 200 but less than 500;

(2) the city’s revenue need used in calculating aids payable in 2000 was greater
than $200 per capita;

(3) the city net tax capacity for the city used in calculating aids available in 2000
was equal to or less than $200 per capita;

(4) the city aid base of the city used in calculating aid under section 477A.013 is
less than $65 per capita; and

(5) the city’s formula aid for aids payable in 2000 was greater than zero.

(m) The city aid base for a city is increased by $7,200 in 2001 and thereafter, and
the maximum amount of total aid it may receive under section 477A.013, subdivision
9, paragraph (c), is also increased by $7,200 in calendar year 2001 only, provided that:

(1) the city had a population in 1998 that is greater than 200 but less than 500;

(2) the city’s commercial industrial percentage used in calculating aids payable in
2000 was less than ten percent;

(3) more than 25 percent of the city’s population was 60 years old or older
according to the 1990 census;

(4) the city aid base of the city used in calculating aid under section 477A.013 is
less than $15 per capita; and

(5) the city’s formula aid for aids payable in 2000 was greater than zero.

New language is indicated by underline, deletions by strikeott:




1163 LAWS of MINNESOTA for 2002 Ch. 377, Art. 6

(n) The city aid base for a city is increased by $45,000 in 2001 and thereafter and
by an additional $50,000 in calendar years 2002 to 2011, and the maximum amount of
total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is also
increased by $45,000 in calendar year 2001 only, and by $50,000 in calendar year 2002
only, provided that:

(1) the net tax capacity of the city used in calculating its 2000 aid under section
477A.013 is less than $810 per capita;

(2) the population of the city declined more than two percent between 1988 and
1998;

(3) the net levy of the city used in calculating 2000 aid under section 477A.013
is greater than $240 per capita; and

(4) the city received less than $36 per capita in aid under section 477A.013,
subdivision 9, for aids payable in 2000.

(o) The city aid base for a city with a population of 10,000 or more which is
located outside of the seven-county metropolitan area is increased in 2002 and
thereafter, and the maximum amount of total aid it may receive under section
477A.013, subdivision 9, paragraph (b) or (c), is also increased in calendar year 2002
only, by an amount equal to the lesser of:

(1)) the total population of the city, as determined by the United States Bureau
of the Census, in the 2000 census, (ii) minus 5,000, (iii) times 60; or

(2) $2,500,000.

(p) The city aid base is increased by $50,000 in 2002 and thereafter, and the
maximum amount of total aid it may receive under section 477A.013, subdivision 9,
paragraph (c), is also increased by $50,000 in calendar year 2002 only, provided that:

(1) the city is located in the seven-county metropolitan area;
" (2) its population in 2000 is between 10,000 and 20,000; and

(3) its commercial industrial petcentage, as calculated for city aid payable in
2001, was greater than 25 percent.

(q) The city aid base for a city is increased by $150,000 in calendar years 2002
to 2011 and the maximum amount of total aid it may receive under section 477A.013,
subdivision 9, paragtaph (c), is also increased by $150,000 in calendar year 2002 only,
provided that;

(1) the city héd a population of at least 3,000 but no more than 4,000 in 1999;
(2) its home county is located within the seven-county metropolitan area;

(3) its pre-1940 housing percentage is less than 15 percent; and

(4) its city net tax capacity per capita for taxes payable in 2000 is less than $900
per capita.
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(r) The city a1d base for a city is mcreased by $200, 000 beginning in m calendar year

subdivision 9, paragraph (c) is also increased by y $200,000 in calendar year 2003 only,

provided that the city qualified for an increase in homestead a and agncultural credit aid

under Laws 1995, chapter 264, article 8, section 18.
EFFECTIVE DATE. This sectlon 1s effectlve for a1d payable in 2002 and

Sec. 10. Mlnnesota Statutes 2001 Supplement, section 477A.0123, is amended to
read:

477A.0123 REIMBURSEMENT OF COUNTY FOR CERTAIN OUT-OF-
HOME PLACEMENT.

Subdivision 1. AID PAYMENTS. (a) In calendar year 2003 2004 and thereafter,
the commissioner of revenue shall reimburse each county for a portion of the
nonfederal share of the cost of out-of-home placement provided the commissioner of
human services, in-consultation with the commissioner of corrections, certifies to the
commissioner of revenue that accurate data is available to make the aid determination
under this section. The amount of reimbursement is a percent of the county’s average
nonfederal share of the cost for out-of-home placement for the most recent three
calendar years for which data is available. The commissioner shall pay the aid under
the schedule used for local government aid payments under section 477A.015.

(b) For aids payable in calendar year 2003 2004, the percent of reimbursement in
paragraph (2) shall be equal to the maximum percentage possible, up to 30 percent, that
does not cause the payment to any county in the seven county metropolitan area to
exceed the difference between (1) the amount of aid it is scheduled to receive
calculated for the county in calendar year 2003 2004 under section 273.1398, prier to
theeﬁsetuﬂdessee&en%%g&subdw&eﬂ%aﬂdaﬂyaéeﬁsetundersee&%
273:1398; subdivision 4a; that is scheduled to ececur after July 1; 2003 subdivision 2,
mcludmg any addition determined under section 477A 07 and (2) the amount of ar&

Session chapter 3, article 5. For aids payable in 2004 2005 and thereafter, the percent
of reimbursement under paragraph (a) shall be equal to to the percent of reimbursement
determined for calendar year 2003 2004, adjusted so that the total payments under this
section do not exceed the appropriation under section 477A.03, subdivision 2,
paragraph (e).

(c) For purposes of this section, “out-of-home placement” means the placement of
a child in a child caring institution or shelter licensed under Minnesota Rules, parts
9545.0905 to 9545.1125, in a group home licensed under Minnesota Rules, parts
9545.1400 to 9545.1480, in family foster care or group family foster care licensed
under Minnesota Rules, parts 9545.0010 to 9545.0260, or a correctional facility
pursuant to a court order under which a county social services agency or a county
correctional agency has been assigned responsibility for the placement.

Subd. 2. DETERMINATION OF NONFEDERAL SHARE OF COSTS. (a) By
January 1, 2002, each county shall report the following information to the commis-
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sioners of human services and corrections, the separate amounts paid out of its social
service agency budget and its cotrections budget for out-of-home placement in
calendar years 1998, 1999, and 2000, along with the number of case days associated
with the expenditures from each budget. By March 15, 2002, the commissioner of
human services, in consultation with the commissioner of corrections, shall certify to
the commissioner of revenue and to the legislative committees responsible for local
government aids and out-of-home placement funding, whether the data reported under
this subdivision accurately reflects total expenditures by counties for out-of-home

placement costs, \

(b) By January 1 of calendar year 2004 2003 and thereafter, each county shall
report to the commissioners of human services and corrections the separate amounts
paid out of its social service agency budget and its corrections budget for out-of-home
placement in the calendar years year two years before the current calendar year along
with the number of case days associated with the expenditures from each budget.

(c) Until either the commissioner of human services or corrections develops
another mechanism for collecting and verifying data on out-of-home placements, and
the legislature authorizes the use of that data, the data collected under this subdivision
shall be used to calculate payments under subdivision 1. The commissioner of human
services shall certify the information to the commissioner of revenue by July 1 of the
year prior to the aid payment.

Sec. 11. Minnesota Statutes 2001 Supplement, section 477A.03, subdivision 2, is
amended to read:

Subd. 2, ANNUAL APPROPRIATION. (a) A sum sufficient to discharge the
duties imposed by sections 477A.011 to 477A.014 is annually appropriated from the
general fund to the commissioner of revenue.

(b) Aid payments to counties under section 477A.0121 are limited to $20,265,000
in 1996. Aid payments to counties under section 477A.0121 are limited to $27,571,625
in 1997. For aid payable in 1998 and thereafter, the total aids paid under section
477A.0121 are the amounts certified to be paid in the previous year, adjusted for
inflation as provided under subdivision 3.

(c)(i) For aids payable in 1998 and thereafter, the total aids paid to counties under
section 477A.0122 are the amounts certified to be paid in the previous year, adjusted
for inflation as provided under subdivision 3.

(i) Aid payments to counties under section 477A.0122 in 2000 are further
increased by an additional $20,000,000 in 2000,

(d) Aid payments to cities in 2002 under section 477A.013, subdivision 9, are
limited to the amounts certified to be paid in the previous year, adjusted for inflation
as provided in subdivision 3, and increased by $140,000,000. For aids payable in 2003,
the total aids paid under section 477A.013, subdivision 9, are the amounts certified to
be paid in the previous year, adjusted for inflation as provided under subdivision 3, For
aids payable in 2004, the total aids paid under section 477A.013, subdivision 9, are the
amounts certified to be paid in the previous year, adjusted for inflation as provided
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under subdivision 3, and increased by the amount certified to be paid in 2003 under
section 477A.06. For aids payable in 2005 and thereafter, the total aids paid under
section 477A.013, subdivision 9, are the amounts certified to be paid in the previous
year, adjusted for inflation as provided under subdivision 3. The additional amount
authorized under subdivision 4 is not included when calculating the appropriation
limits under this paragraph.

(e) Reimbursements made to counties under section 477A.0123 in calendar year
2004 2005 and thereafter are limited to an amount equal to the maximum allowed
appropriation under this section in the previous year, multiplied by a percent to be
established by law. If no percent is established by law, the appropriation is limited to
the total amount appropriated _fg_t_h_l_s_ purpose E @n;ious year. N o

EFFECTIVE DATE. This section is effective beginning with aids 'payable in
2004. T

Sec. 12. Minnesota Statutes 2001 Supplement, section 477A.07, subdivision 2, is
amended to read:

Subd. 2. COUNTY AID. Each county’s aid amount for 2003 determined under
subdivision 1 must be pesmanently added to the county’s 2003 homestead and
agricultural credit aid base determined under section 273.1398 for aid payable,
subdivision 2, and paid in 2003 as part of the county’s homéstead and agricultural

credit aid. It then becomes a permanent part of the county’s homestead and agricultural

credit aid base for aid payable in 2004. Each county’s aid amount for 2004 determined

under subdivision 1 must be permarently added to the county’s 2004 homestead and
agricultural credit aid base for aid payable determined under section 273.1398,

subdivision 2, and paid in 2004 as part of the county’s homestead and agricultural

credit aid. It then becomes a permanent part of the county’s homestead and agricultural
credlt ‘aid base for aid payable in 2005.

EFFECTIVE DATE. This section is effective beginning with aids payable in
2003.

ARTICLE 7
ECONOMIC DEVELOPMENT

Section 1. Minnesota Statutes 2000, section 272. 0212 subdivision 4, is amended
to read:

Subd. 4. DEFINITIONS. (a) For purposes of this section, the following terms
have the meanings given.

(b) “Qualified property” means elass 3 and class 1, 3, 4, and 5 property as defined
in section 273.13 that is located in a zone and is newly constructed after the zone was
designated, including the land that contains the improvements.
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(c) “Zone” means a border city development zone designated under the provisions
of section 469.1731.

EFFECTIVE DATE. This section is effective beginning for assessment year
2003.

Sec, 2. Minnesota Statutes 2001 Supplement, section 469.1734, subdivision 6, is
amended to read:

Subd. 6. SALES TAX EXEMPTION; EQUIPMENT; CONSTRUCTION
MATERIALS. (a) The gross receipts from the sale of machinery and equipment and
repair parts are exempt from taxation under chapter 297A, if the machinery and
equipment:

(1) are used in connection with a trade or business;

(2) are placed in service in a city that is authorized to designate a zone under
section 469.1731, regardless of whether the machinery and equipment are used in a
zone; and

(3) have a useful life of 12 months or more.

(b) The gross receipts from the sale of construction materials are exempt, if they
are used to construct:

(1) a facility for use in a trade or business located in a city that is authorized to
designate a zone under section 469.1731, regardless of whether the facility is located
in a zone; or ‘

(2) housing that is located in a zone.

The exemptions under this paragraph apply regardless of whether the purchase is made
' by the owner, the user, or a contractor.

(c) A purchaser may claim an exemption under this subdivision for tax on the
purchases up to, but not exceeding;

(1) the amount of the tax credit certificates received from the city, less

(2) any tax credit certificates used under the provisions of subdivisions 4 and 5,
and section 469.1732, subdivision 2.

(d) The tax on sales of items exempted under this subdivision shall be imposed
and collected as if the applicable rate under section 297A.62 applied. Upon application
by the purchaser, on forms prescribed by the commissioner, a refund equal to the tax
paid shall be paid to the purchaser. The application must include sofficient information
to permit the commissioner to verify the sales tax paid and the eligibility of the
claimant to receive the credit. No more than two applications for refunds may be filed
under this subdivision in a calendar year. The provisions of section 289A.40 apply to
the refunds payable under this subdivision. There is annually appropriated to the
commissioner of revenue the amount required to make the refunds, which must be
deducted from the amount of the city’s allocation under section 469.169, subdivision
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12, that remains available and its limitation under section 469.1735. The amount to be
refunded shall bear interest at the rate in section 270.76 from the date the refund claim
is filed with the commissioner.

EFFECTIVE DATE. This section }ﬁ effective @ sales made after June & 2002.

Sec. 3. Minnesota Statutes 2001 Supplement, section 469.1763, subdivision 6, is
amended to read:

Subd. 6. POOLING PERMITTED FOR DEFICITS. (a) This subdivision
applies only to districts for which the request for certification was made before August
1, 2001, and without regard to whether the request for certification was made prior to
August 1, 1979, )

(b) The municipality for the district may transfer available increments from
another tax increment financing district located in the municipality, if the transfer is
necessary to eliminate a deficit in the district to which the increments are transferred.
A deficit in the district for purposes of this subdivision means the lesser of the
following two amounts: :

(1)@d) the amount due during the calendar year to pay preexisting obligations of
the district; minus

(ii) the total increments to be collected from properties located within the district
that are available for the calendar year; plus

(iii) total increments from properties located in other districts in the municipality
that are available to be used to meet the district’s obligations under this section,
excluding this subdivision, or other provisions of law (but excluding a special tax
under section 469.1791 and the grant program under Laws 1997, chapter 231, article
1, section 19, or Laws 2001, First Special Session chapter 5); or

(2) the reduction in increments collected from properties located in the district for
the calendar year as a result of the changes in class rates in Laws 1997, chapter 231,
article 1; Laws 1998, chapter 389, article 2; and Laws 1999, chapter 243, and Laws
2001, First Special Session chapter 5, or the elimination of the general education tax
levy under Laws 2001, First Special Session chapter 5.

(c) A preexisting obligation means:

(1) bonds issued and sold before August 1, 2001, or bonds issued pursuant to a
binding contract requiring the issuance of bonds entered into before July 1, 2001, and
bonds issued to refund such bonds or to reimburse expenditures made in conjunction
with a signed contractual agreement entered into before August 1, 2001, to the extent
that the bonds are secured by a pledge of increments from the tax increment financing
district; and

(2) binding contracts entered into before August 1, 2001, to the extent that the
contracts require payments secured by a pledge of increments from the tax increment
financing district.
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(d) The municipality may require a development authority, other than a seaway
port authority, to transfer available increments for any of its tax increment financing
districts in the municipality to make up an insufficiency in another district in the
municipality, regardless of whether the district was established by the development
authority or another development authority. This anthority applies notwithstanding any
law to the contrary, but applies only to a development authority that:

(1) was established by the municipality; or

(2) the governing body of which is appointed, in whole or part, by the
municipality or an officer of the municipality or which consists, in whole or part, of
members of the governing body of the municipality. The municipality may use this
authority only after it has first used all available increments of the receiving
development authority to eliminate the insufficiency and exercised any permitted
action under section 469.1792, subdivision 3, for preexisting districts of the receiving
development authority to eliminate the insufficiency,

(e) The authority under this subdivision to spend tax increments outside of the
area of the district from which the tax increments were collected:

(1) may only be exercised after obtaining approval of the use of the increments,
in writing, by the commissioner of revenue;

(2) is an exception to the restrictions under section 469.176, subdivision 4i, and
the other provisions of this section, and the percentage restrictions under subdivision
2 must be calculated after deducting increments spent under this subdivision from the
total increments for the district; and

(3) applies notwithstanding the provisions of the Tax Increment Financing Act in
effect for districts for which the request for certification was made before June 30,
1982, or any other law to the contrary.

(f) If a preexisting obligation requires the development authority to pay an amount
that is limited to the increment from the district or a specific development within the
district and if the obligation requires paying a higher amount to the extent that
increments are available, the municipality may determine that the amount due under
the preexisting obligation equals the higher amount and may authorize the transfer of
increments under this subdivision to pay up to the higher amount. The existence of a
guarantee of obligations by the individual or entity that would receive the payment
under this paragraph is disregarded in the determination of eligibility to pool under this
subdivision. The authority to transfer increments under this paragraph may only be
used to the extent that the payment of all other preexisting obligations in the
municipality due during the calendar year have been satisfied.

EFFECTIVE DATE. This section is effective for increments payable in 2002 and
thereafter.

Sec. 4. Minnesota Statutes 2001 Supplement, section 469.1792, subdivision 1, is
amended to read:
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Subdivision 1. SCOPE. This section applies only to an authority with a
preexisting district for which:

& the increments from the district were insufficient to pay preexisting
obligations as a result of the class rate changes or the elimination of the state-
determined general education property tax levy under this act, or both; or

Gi) (2)(i) the development authority has a binding contract with a person requiring
the authority to pay to the person an amount that may not exceed the increment from
the district or a specific development within the district and as a result of the reduction
in increment because of the class rate changes or the elimination of the state-
deterspined general education property tax levy under this act; or boths; and

(ii) the authority is unable to pay the full amount under the contract from the
pledged increments or other increments from the district that would have been due if

the class rate changes or elimination of the state-détermined general education property
tax Ievy or both had not been made under Laws 2001, First Special Session chapter 5;

subdivision 6; and the transfer of incremnents did not eliminate the insufficiency under
clause (1); item @); or the inability to pay the full amount under clause (1); item GD).

EFFECTIVE DATE. This section 1s effective for actions taken and resolutions
approved after June 30, 2002

Sec. 5. Minnesota Statutes 2000, section 469.1813, is amended by adding a
subdivision to read:

Subd. 6b. EXTENDED DURATION LIMIT. (a) Notwithstanding the provisions
of subdivision 6, a political subdivision may grant an an abatement fora period of up to
20 years, if the abatement is for a qualified business.

(b) To be a qualified business for purposes of this subdivision, at least 50 percent

of the payroll of the operations of the business that qu qualify for the abatement must be
for e employees engaged in one of the following lines of business or or any combination of
them:

(1) manufacturing;

(2) agricultural processing;

(3) mining;

'(_Zerésearch and development;

[6)] wzirehousing; or

(6) qualified high technology.

(€)(1) “Manufacturing” means the material staging and production of tangible
personal property by procedures commonly regarded as manufacturing, processing,
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fabrication, or assembling which changes some existing material into new shapes, new
qualities, or new combinations.

[@)] “Mining” has the meaning given in section 613(c) of the Internal Revenue

Code of of 1986.

(3) “Agricultural processing” means transforming, packaging, sorting, or grading
11vestoclc or livestock products, agmcultural commodities, or plants or plant 1t products

nonfood use,

(4) “Research and development” means qualified research as defined in section
41(d) of of the Internal Revenue Code of 1986.

(5) “Qualified @ technology” means one or more of the following activities:

(A) computer hardware and software;

®) data communications; @

(C) information technologies;

(if) advanced materials, which are materials with engineered properties created
through the development of specialized process and synthesis technology;

macromolecules, microorganisms, or substances from Tiving organisms to make or
modify a product, improve plants or animals, or develop microorganisms f01 useful
purposes;

(iv) electronic device technology, which is any technology that involves micro-
electronics, semiconductors, electronic equipment, and instrumentation, radio fre-
quency, microwave, and millimeter electronics, and optical and optic- -electrical
devices, or data and digital communications and imaging devices;

) engineering or laboratory testing related to the development of a product;

(vi) technology that assists in the assessment or prevention of threats or damage
to human health or _t@ environment, including, but not limited to, environmental

cleanup technology, pollution prevention technology, or or development of alternative
energy sources;

(vii) medical device technology, which is any technology ‘that involves med1ca1
equipment or products other than a pharmaceutical product that has therapeutic or
diagnostic value and is regulated; or .

(viii) advanced vehicles technology which is any technology that involves electric
vehicles, hybrid vehicles, or alternative fuel ‘vehicles, or components used in the

construction of electric vehicles, hybrid “vehicles, or alternative fuel vehicles. An
electric vehlcle is a road vehicle that draws propulsion energy only from an on- -board
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source of electrical energy. A hybrid vehicle is a road vehicle that can draw propuls1on

. @ The authonty to grant new abatements under this subdivision expires on July
1, 2004,
Sec. 6. Laws 1995, chapter 264, article 5, section 45, subdivision 1, as amended

by Laws 1996, chapter 471, article 7, section 22, and Laws 1997, chapter 231, article
10, section 13, is amended to read:

Subdivision 1. CREATION OF PROJECTS. (a) An authority may create a
housing replacement project under sections 44 to 47, as provided in this section.

(b) For the cities of Crystal, Fridley, Richfield, and Columbia Heights, the
anthority may desighate up to 50 parcels in the city to be included in a housing
replacement district. No more than ten parcels may be included in year one of the
district, with up to ten additional parcels added to the district in each of the following
nine years. For the cities of Minneapolis, St. Paul, and Duluth, each authority may
designate up te 100 not more than 200 parcels in the city to be included in a housing
replacement district over the life of the district. The only parcels that may be included
in a district afe (1) vacant sites, (2) parcels containing vacant houses, or (3) parcels
containing houses that are structurally substandard, as defined in Minnesota Statutes,
section 469.174, subdivision 10.

(c) The city in which the authority is located must pay at least 25 percent of the
housing replacement project costs from its general fund, a property tax levy, or other
unrestricted money, not including tax increments.

(d) The housing replacement district plan must have as its sole object the
acquisition of parcels for the purpose of preparing the site to be sold for market rate
housing. As used in this section, “market rate housing” means housing that has a
market value that does not exceed 150 percent of the average market value of
single-family housing in that municipality.

Sec. 7. CITY OF ALBERT LEA; TAX INCREMENT FINANCING DIS-
TRICT.

Subdivision 1. AUTHORIZATION The govermng body of the 01ty of Albert

anesota Statutes, sections 469.174 to 469.179.

Subd 2 DEFINITIONS (a) For the purposes of this section, the terms defined

(b) “Redevelopment parcel” means the property in the city of Albert Lea bounded

by Main Street, Garfield Avenue, Front Street, the Union Pacific railway line, and
Albert Lea lake.

(c) “Reconstruction parcel” means the property in the city of Albert Lea described
as lot 1, block 5, Habben First Addition,
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Subd. 3. SPECIAL RULES. (a) The district established under this section is
subject to the provisions of Minnesota ta Statutes, sections 469.174 10 469. 179, except as as
provided i in th1s subdivision.

(b) The district may consist of the redevelopment parcel and the reconstruction
parcel.

©) anesota Statutes, sectlon 469.174, subdivision 10, paragraph (f), does not

the district asa whole are considered to meet those criteria.

(d) Expenditures for activities, as defined in Minnesota Statutes, section
469.1763, subdivision 1, paragraph ®), , anywhere within the district are considered
costs of correcting conditions that allow designation of redevelopment districts within
the meaning of Minnesota Statutes, section 469.176, subdivision 4.

(e) For the purposes of Minnesota Statutes, section 469.1763, subdivision 3,

expenditures on the redevelopment parcel are considered to have been expended on an

activity within the district if a qualifying action occurs within ten years after
certification of the district.

EFFECTIVE DATE. This section is effective upon local approval in compliance
with the requirements of Minnesota Statutes, section 645.021.

Sec. 8. RUSHFORD TAX INCREMENT FINANCING EXTENSION.

The govermng body of the 01ty of Rushford may elect to extend the du1at10n of

years.

EFFECTIVE DATE. This section is effective upon compliance with the
requirements of Minnesota Statutes, sections 469.1782, subdivision 2; and 645.021.

Sec. 9. CITY OF MINNEAPOLIS TAX INCREMENT DISTRICT; DURA-
TION EXTENSION.

(a) Upon approval of the city council of the city of Minneapolis, the Minneapolis

community development agency may, notwithstanding Minnesota Statutes, section
469 176, subd1v1s10n 1b, extend the duration of the east Hennepm and University tax

of Minneapolis HOME funds t to assist [ow-income housing are repa1d whlchever is
shorter.

result of of th1s section may not exceed:

(1) the increment that would have been collected if the class rate changes and
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(d) This section is effective upon compliance with the requirements of Minnesota
Statutes, sections 469.1782, subdivision 2, and 645.021.

Sec. 10. CITY OF MINNEAPOLIS TAX INCREMENT DISTRICT; DURA-
TION EXTENSION.

— e e ——

community development agency may, with respect to the southeast Minneapolis
industrial area redevelopment area phase 4 tax increment ‘financing district, notwith-
standing Minnesota Statutes, section 469. 176, subdivision 1b extend the duration of
the district for a penod of up to six years,

(1) the increment that would have been collected if the class rate changes and
ehmmauon of the state- detemuned general educatlon property tax levy had not been

amended and restated tax increment revenue note, in the original face amount of
$1,000,000, issued December 4, 1997, the district terminates and the authority granted
under this section termlnates

(e) This secuon is eﬁectlve upon compliance with the requirements of Minnesota
Statutes, sections 469,782, subdivision 2, and 645.021.

Sec. 11. GRANT TO WASHBURN-CROSBY PROJECT.

Notwithstanding the requirements of Minnesota Statutes, section 469.1794, the
commlssmner of revenue e shall pay a one-time grant of $2, 600 OOO to the Mlnneapohs

under this sechon
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Sec. 12. DAKOTA COUNTY TAX INCREMENT DISTRICT EXTENSION.

(a) The governing body of Dakota county may elect to extend the duration of its
C.D.A. South Robelt Street redevelopment tax increment financing district number 4

EITECTIVE DATE. This section is effective upon compliance with anesota
Statutes, sections 469,1782, subdivision 2 and 645.021.

Sec. 13, REPEALER.

Minnesota Statutes 2001 Supplement, section 469.176, subdivision 1h, is re-
pealed,

EITECTIVE DATE. Th1s section is effectlve retroactwe to July 1, 2001, and any

ratified.

ARTICLE 8

MINERALS TAXES

Section 1. Minnesota Statutes 2001 Supplement, section 126C.21, subdivision 4,
is amended to read:

Subd, 4, TACONITE DEDUCTIONS. (1) Notwithstanding any provisions of
any other law to the contrary, the adjusted net tax capacity used in calculating general
education aid may include only that property that is currently taxable in the district.

(2) For districts that received payments under sections 298.018; 298.225; 298.28,;
208.34 to 298.39; 298.391 to 298.396; and 298.405, er any law imposing a tax upon
severed mineral values; or recognized revenue under section 477A.15; the general
education aid must be reduced in the final adjustment payment by the difference
botween the dollar amount of the payments received pursuant to those sections, or
revenue recognized under section 477A.15 in the fiscal year to which the final
adjustment is attributable and the amount that was calculated, pursuant to section
126C.48, subdivision 8, as a reduction of the levy attributable to the fiscal year to
which the final adjustment is attributable. If the final adjustment of a district’s general
education aid for a fiscal year is a negative amount because of this clause, the next
fiscal year’s general education aid to that district must be reduced by this negative
amount in the following manner: there must be withheld from each scheduled general
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education aid payment due the district in such fiscal year, 15 percent of the total
negative amount, until the total negative amount has been withheld. The amount
reduced from general education aid pursuant to this clause must be recognized as
revenue in the fiscal year to which the final adjustment payment is attributable.

Sec. 2. Minnesota Statutes 2001 Supplement, section 126C.48, subdivision 8, is
amended to read:

Subd. 8. TACONITE PAYMENT AND OTHER REDUCTIONS. (1) Reduc-
tions in levies pursuant to sections 126C.48, subdivision 1, and 273.138, must be made
prior to the reductions in clause (2).

(2) Notwithstanding any other law to the contrary, districts which received
payments pursuant to sections 298.018; 298.225; 298.28, except an amount distributed
under section 298.28, subdivision 4, paragraph (c), clause (11), 298.34 to 298.39;
298.391 to 298.396; 298.405; and any law imposing a tax upon severed mineral values;
or recognized revenue under section 477A.15 must not include a portion of these aids
in their permissible levies pursuant to those sections, but instead must reduce the
permissible levies authorized by this chapter and chapters 120B, 122A, 123A, 123B,
124A, 124D, 125A, and 127A by the greater of the following:

(a) an amount equal to 50 percent of the total dollar amount of the payments
received pursuant to those sections or revenue recognized under section 477A.15 in the
previous fiscal year; or

(b) an amount equal to the total dollar amount of the payments received pursuant
to those sections or revenue recognized under section 477A.15 in the previous fiscal
year less the product of the same dollar amount of payments or revenue times five
percent.

For levy year 2002 only, 77 percent of the amounts distributed under section
298.225 and 298.28, and 100 percent of the amounts distributed under sections
208.018; 298.34 to 298.39; 298.391 to 298.396; 298.405; and any law imposing a tax
upon severed mineral values, or recognized revenue under_sect?nTWA 15, shall be
used for purposes of the calculations under this paragraph. For levy year 2003 % _tp_t_a

levy ‘reductions under this subdivision must be calculated as if section 208. 28,
subd1v1310n 4, paragraph (), did not apply for the 2003 distribution.

(3) The amount of any inereased levy authorized by referendum pursuant to
section 126C-17; subdivision 9; voter approved referendum, facilities down payment,
and debt levies shall not be reduced pursuant to by more than 50 percent under this
subdivision. The amount of any levy authorized by section 126C-43, to make payments
for bonds issued and for interest thereon; shall not be reduced pursuant to this
subdivision- In administering this paragraph, the commissioner shall first reduce the
nonvoter approved levies of a district; then, if any payments, severed mineral value tax
revenue or recognized revenue under paragraph (2) temains, the commissioner shall
reduce any voter approved referendum levies authorized under section 126C.17; then,
if any payments, severed mineral value tax revenue or recognized revenue under
paragraph (2) remains, the commissioner shall reduce ar any voter approved facilities
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down payment levies authorized under section 123B.63 and then, if any payments,
severed mineral value tax revenue or recognized revenue under paragraph ( (2) remains,
the commissioner shall reduce any y voter approved debt levies.

(4) Before computing the reduction pursuant to this subdivision of the health and
safety levy authorized by sections 123B.57 and 126C.40, subdivision 5, the commis-
sioner shall ascertain from each affected school district the amount it proposes to levy
under each section or subdivision. The reduction shall be computed on the basis of the
amount so ascertained.

(5) Notwithstanding any law to the contrary; any amounts reeeived by districts in
any fiscal year pursuant to sections 298:018; 29834 to 298:39; 208.391 to 298:396;
208.405; or any law imposing a tax on severed mineral values; and not deducted from
peneral education aid pursuant to section 126C:21; subdivision 4; clause (2); and net
applied to reduce levies pursuant to this subdivision shall be paid by the district to the
St Louis county auditor in the following amount by Mazch 15 of each year; the amount
required to be subtracted from the previous fiscal year’s general edueation aid pursuant
to section 126C-21; subdivision 4; which is in exeess of the general education aid
earned for that fiscal year- The county auditor shall depesit any amounts received
pufsuant to this clause a}n the St Leuis eeun&y treasury for purposes of paying the
reduction calculated under paragraph (2) exceeds the Timitation in paragraph (3), an
amount equal to the excess must be distributed from m the school district’s distribution
under sectlons 298 225, 298, 28 and 477A.15 in the followmg year to the cities and

distribution. The commissioner of revenue shall certify the distributions of cities and
towns under this paragraph to  the county auditor by September 30 of the year
preceding distribution. The county auditor shall reduce the proposed and final Tevies of
cities and towns receiving distributions by the amount of their distribution. Distribu-

tions to the cities and towns shall be made : at the times provided under section 298.27.

Sec. 3. Minnesota Statutes 2001 Supplement, section 298.01, subdivision 3b, is
amended to read:

Subd. 3b. DEDUCTIONS. (a) For purposes of determining taxable income under
subdivision 3, the deductions from gross income include only those expenses necessary
to convert raw ores to marketable quality. Such expenses include costs associated with
refinement but do not include expenses such as transportation, stockpiling, marketing,
or marine insurance that are incurred after marketable ores are produced, unless the
expenses are included in gross income.

(b) The provisions of section 290.01, subdivisions 19c, clauses (6) and (163 (9),
and 19d, clauses (7) and (11), are not used to determine taxable income.

EFFECTIVE DATE. This section is effective the day following final enactment,
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Sec. 4. Minnesota Statutes 2001 Supplement, section 298.01, subdivision 4c, is
amended to read:

Subd. 4c. SPECIAL DEDUCTIONS; NET OPERATING LOSS. (a) For
purposes of determining taxable income under subdivision 4, the following modifica-

€ the provisions of section 290.01, subdivisions 19¢, clauses (6) and (10} ),
and 194, clauses (7) and (11), are not used to determine taxable income; and.

€2y for assets placed in service before January 1 1990; the deduction for
depreaa&mwﬂlbethesameameuﬂaﬂeweduaéerehap@er%emeﬁtha@&ﬁeran
assethasbeenﬁu}lydepreew&eéfeffede;almeemeta*purpesesaﬂyremmnmg
depreciable basis is allowed as a deduction using the straight-line method over the

G1) five- and seven-year property; two years;

@) all other property; seven years:
purpeses before January 1990

b) For purposes of detesrnining the deduction allowed under paragraph (a); clause
€2); the remaining depreciable basis of property placed in service before January 1;

Q)%adjustedbasiseﬂhepmﬁeﬁye&%eember%%wh&ehw&susedte

£2) deductions for depreciation allowed under section 290.01; subdivision 19e:

{c) The basis for determining gain or loss on sale or dispesition of assets placed
in service before January 1; 1990; is the basis determined under patagraph (b); less the
deductions allowed under paragraph (a); elause (2)-

%53 @ The amount of net operating loss incurred in a taxable year beginning
before January 1, 1990, that may be carried over to a taxable year beginning after
December 31, 1989, is the amount of net operating loss carryover -determined in the

calculation of the hypothetical corporate franchise tax under Minnesota Statutes 1988,
sections 298.40 and 298.402.

EFFECTIVE DATE. This section is effective for taxes payable May 1, 2002, and
thereafter.

Sec. 5. Minnesota Statutes 2001 Supplement, section 298.225, subdivision 1, is
amended to read:

New language is indicated by underline, deletions by sttikeout:







