
LAWS of MINNESOTA 
2273 2005 FIRST SPECIAL SESSION Ch. 3 

CHAPTER 2——H.F.No. 111 
An act relating to the state budget; providing for transitional financing for certain 

governmental functions under certain conditions. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section I. CONTINUING APPROPRIATIONS. 
(a) Retroactively from July 1, 2005, amounts sufficient to continue the operation 

of stag government througlT.J—u1y 14, 2005, as determined by the commissioner of 
5156;, are appropriated fromfi 2fi)p1‘op1iate_h1id or accourit_inThe state treasury To 
each unitof state government orfiher entity that received appro§fiaE>rE—f_17om the state. 
EoTII31?250S,.as a result of rfoney appropriefid in Laws 2003, First Specia1§ssion 
Ta;ma1aT_9Tma‘ ‘ "* 

(b) The amounts appropriated must be sufficient, but not exceed the amounts 
needa: tcfiontinue the operation of gove1_‘nment a_t base—1e\E as it existed in June 
2005. Defermination o_—famounts mtg be made on a pro1a—tioY1~;f}_11—n1Ta1 appropriations 
or another reasonable basis. The apprcfuiationsdhust not include appropriations in the 
a_cts specified in paragraph What are designated as_onetime appropriations (E ar—e 
Ftime in natdre. This reqLE=.rEt—d5es not affecfstanding appropriations thatE 
annually appropriatWl3§_I statute. 

: — _— _— ~_ 

Presented to the governor July 8, 2005 

Signed by the governor July 9, 2005, 3:40 a.m. 

CHAPTER 3—H.F.No. 138 
An act relating to financing and operation of government in this state; changing income, 

corporate franchise, withholding, property, sales and use, deed, health care gross revenues, fuels, 
cigarette and tobacco products, occupation, net proceeds, production, liquor; insurance, rented 
vehicles, and other taxes and tax~related provisions; making technical, clarifying, collection, 

enforcement, refund, and administrative changes to certain taxes and tax-related provisions; 
changing fiscal disparities provisions, business subsidy provisions, and payments in lieu of taxes; 
changing local government and property tax aids and credits; updating references to the Internal 
Revenue Code; changing property tax exemptions, homesteads, assessment, valuation, classif- 
oation, class rates, levies, exclusions, review and equalization, appeals, notices and statements, 
and other property tax~related provisions; requiring state contracts be with vendors registered to 
collect use taxes; modifying and authorizing local sales and lodging taxes; changing the taxation 
of liquor and cigarettes and tobacco products; imposing tobacco product delivery sales 
requirements; requiring registration of tax shelters and providing for a voluntary compliance 
initiative; providing for an international economic development zone; conveying certain powers 
and providing tax incentives in the zone; changing job opportunity building zones, border city 
development zones, and biotechnology and health sciences industry zone provisions; changing 
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provisions relating to economic development and housing and redevelopment authorities; 
providing for training and conduct of assessors; changing and imposing powers and duties on the 
commissioner of revenue and other state agencies and departments and on certain political 
subdivisions and certain officials; imposing certain duties on tax preparers; changing provisions 
relating to certificates of title on manufactured homes; changing electronic filing requirements; 
authorizing the issuance of certain state bonds; specifying the status of certain trusts; changing 
and imposing civil and criminal penalties; requiring studies and reports; allocating and 
transferring funds; appropriating money; amending Minnesota Statutes 2004, sections 16C.03, by 
adding asubdivision; 116J.993, by adding a -subdivision; 1161.994, subdivisions 4, 5, 9, by 
adding a subdivision; I68A.05, by adding a subdivision; 270C'.02, subdivision 2, as added; 
270C.27, subdivision 1, as added; 270C.28, subdivision 2, as added; 270C.445, as added, by 
adding a subdivision; 272.02, subdivisions 7, 22, 64, as amended, 73, as added, by adding 
subdivisions; 273.0755; 273.11, subdivision 1a, by adding subdivisions; 273.112, subdivision 3,‘ 
273.124, subdivision 1; 273.125, subdivision 8; 273.13, subdivisions 22, 25, as amended; 274.01, 
subdivision I ; 275.025, subdivisions 3, 4; 275.065, subdivisions 1 a, 3, by adding subdivisions; 
275.70, subdivision 5, as amended; 276.04, subdivision 2, as amended; 287.20, subdivisions 2, 9, 
by adding a subdivision; 287.21, subdivision 1; 289A.02, subdivision 7; 289A.08, subdivisions 1, 
7, 13; 289A.11, subdivision 1; 289A.20, subdivisions 2, 4; 289A.26, subdivision 2a; 289A.38, by 
adding a subdivision; 289/1.56, by adding a subdivision; 289A.60, subdivisions 4, 6, as amended, 
20, by adding subdivisions; 290.01, subdivisions 6b, 7, 19, as amended, 19a, as amended, 19b, 
as amended, 19c, as amended, 19d, 29, 31; 290.032, subdivisions 1, 2; 290.06, subdivisions 2c, 
by adding a subdivision; 290.067, subdivisions 1, 2a; 290.0671, subdivision 1;‘ 290.0674, 
subdivision 2; 290.0675, subdivision 1; 290.091, subdivision 2; 290.0921, subdivision 3; 
290.0922, subdivisions 2, 3; 290.191, subdivisions 2, 3; 290.9705, subdivision 1; 290A.03, 
subdivisions 3, 15; 295.50, subdivision 3, by adding a subdivision; 295.52, subdivision 4; 295.53, 

~ subdivision 1; 295.55, subdivision 4; 296A.09, by adding a subdivision; 297A.61, subdivisions 3, 
as amended, 4, as amended; 297A.67, subdivisions 6, 29, by adding a subdivision; 297A.68, 
subdivisions 2, as amended, 5, as amended, 35, 37, 38, by adding subdivisions; 297A.70, 
subdivisions 8, 10; 297A.71, by adding subdivisions; 297A.75, subdivisions 1, as amended, 2, 3; 
297A.99, subdivision 9, by adding a subdivision; 297F101, by adding a subdivision; 2971209, by 
adding a subdivision; 29717.10, subdivision 1; 2971.01, subdivision 13a, as added, by adding a 
subdivision; 2971.05, subdivision 4, by adding a subdivision; 298.01, subdivisions 3, 4; 298.24, 
subdivision 1, as amended; 469.033, subdivision 6; 469.1082, by adding a subdivision; 469.169, 
by adding a subdivision; 469.310, subdivision 11, as amended, by adding a subdivision; 469. 316,- 
469.317; 469.337; 47317102, subdivision 2; 473F108, subdivision 3a; 477A.011, subdivision 36, as 
amended; 477A.013, subdivision 8; 477A.03, subdivisions 2a, 2b, as amended; 477A.11, 
subdivision 4, by adding a subdivision; 477A.I2, subdivisions 1, 2; 477A.I4, subdivision 1; 
501B.895, as added; Laws 1991, chapter 291, article 8, section 27, subdivision 4, by adding a 
subdivision; Laws 1993, chapter 375, article 9, section 46, subdivisions 2, as amended,,3, as 
amended; Laws 1994, chapter 587, article 9, section 8, subdivision 1; Laws 1998, chapter 389, 
article 8, section 43, subdivisions 3, 4, 5; Laws 2001, First Special Session chapter 5, article 12, 
sections 44, 67, 95, as amended; Laws 2002, chapter 377, article 3, section 4; Laws 2002, chapter 
3 77, article‘ 11, section 2, subdivisions 1, 4; proposing coding for new law in Minnesota Statutes, 
chapters 174; 270C; 273; 289A; 295; 297A; 297F; 325F; 469; repealing Minnesota Statutes 
2004, sections 272.02, subdivision 65; 477A.08.

I 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
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ARTICLE 1 

PROPERTY TAXES 

Section 1. Minnesota Statutes 2004, section 168A.05, is amended by adding a 
subdivision to read: 

Subd. lc. MANUFACTURED HOME; EXEMPTION FOR DESTRUC- 
TION. The Ewisions of subdivision 1a do not apply if title is to be transferred to an 
owner ofimanufactured home park as_dErE i—rI_s-e_cti_o1T2’T1—4', subdivision 3,—wh_o 
providesto the county aud-'1tcT)1Tre_as_u~rer a notafized statement that the manufzEtLE 

is 13 lgdestroyed or moved to a site and destroyed. 
~—"—~ 

Sec. 2. [174.11] COMMISSIONER TO NOTIFY COUNTY AUDITOR OF 
PROPERTY ACQUISITIONS. 

Upon acquisition pf a_n_y taxable real property, the commissioner must notify th_e 
county auditor o_f th_e county where th_e property located E th_e property has been 
acquired. 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 3. Minnesota Statutes 2004, section 272.02, subdivision 7, is amended to 

read: 

Subd. 7. INSTITUTIONS OF PUBLIC CHARITY. Institutions‘ of purely public 
charity are exempt except parcels of pee-petty containing struetures and the structures 
desefibedmseetmn%7%A3;wbdiv$mn.§;paragmph(e%eflierthmtheseth%qmHfy 
for exemption under 26. In determining whether rental housing -property 
qualifies for exemption under this subdivision, the following are not gifts or donations 
to the owfir of the rental housing: — __ n‘ __- 

(_1_) rent assistance provided by th_e government tg gr o_n behalf g tenants; gd 
Q financing assistance gr ti credits provided Q th_e government t_o E owner 

93 condition mg specific units 3 _a specific quantity o_f units E set aside fg persons 
gr families with certain income characteristics. 

EFFECTIVE DATE. This section effective E taxes payable 2004E 
thereafter. 

Sec. 4. Minnesota Statutes 2004, section 272.02, subdivision 22, is amended to 
read: 

Subd. 22. WIND ENERGY CONVERSION SYSTEMS. All real and personal 
property of a wind energy conversion system as defined in section 272.029, 
subdivision 2, is exempt from property tax except that the land on which the property 
is located remains taxable. I_f approved lg fie county where file property located, t_h§ 
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value o_f th_e land E which th_e wind energy conversion system located shall E 
valued fie same manner as similar land giat is _n_o_t been improved with a wind 
energy conversion system. E land shall E classified ‘based Q tlf most probable use 
of th_e property were not improved with 3 wind energy conversion system. 

EFFECTIVE DATE. This section effective for assessment year 2005 E 
thereafter, E taxes payable 2006 g thereafter. 

Sec. 5. Minnesota Statutes 2004, section 272.02, subdivision 73, as added by 
Laws 2005, chapter 151, article 5, section 6, is amended to read: 

Subd. 73. PROPERTY SUBJECT TO TACONITE PRODUCTION TAX OR 
NET PROCEEDS TAX. (a) Real and personal property described in section 298.25 
is exempt to the extent the tax on taconite and iron sulphides under section 298.24 is 
described in section 298.25 as being in lieu of other taxes on such property. This 
exemption applies for taxes payable in each year that the tax under section 298.24 is 
payable with respect to such property. 

(b) Deposits of mineral, metal, or energy resources the mining of which is subject 
to taxation under section 298.015 are exempt. This exemption applies for taxes payable 
meaehyearthatthemxwdersee&m29&0l5ispayableMflarespe%mwehpreperae 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 6. Minnesota Statutes 2004, section 272.02, is amended by adding a 

subdivision to read: 

Subd. 82. BIOMASS ELECTRIC GENERATION FACILITY; PERSONAL 
PROPERTY. gal Notwithstanding subdivision clause Q attached machinery§ 
other personal property which is a part of an electric generation facility, including 

Q b_e designed t_o utilize a minimum Q percent waste biomass § a fuel; 
Q E IE owned b_y a public utility § defined section 216B.02, subdivision 

(3) be located within a city of the first class and have its primary location at a 
former garbage transfer station;E 
Q be designed t_o have capability to provide baseload energy and district heating. 
Cb) Construction of the facility must be commenced after January 1, 2004, and 

before—.lanua1y l, 200EfPTperty eligible fo—r this exemptiorloes not inchide elecE 
transmission lings and interconnections of_ga_s—pipelines andfiitgrnc-onnections appur- 
tenant to the p—r6peE§7o_r th_e facility. 

"I _- ”_ 

EFFECTIVE DATE. This section effective E assessment year 2005, taxes 
payable 2006, fl thereafter. 
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Sec. 7. Minnesota Statutes 2004, section 273.0755, is amended to read: 

273.0755 TRAINING AND EDUCATION OF PROPERTY TAX PERSON- 
NEL. 

(a) Beginning with the four-year period starting on July 1, 2000, every person 
licensed by the state Board of Assessors at the Accredited Minnesota Assessor level or 
higher, shall successfully complete a week—long Minnesota laws course sponsored by 
the Department of Revenue at least once in every four-year period. An assessor need 
not attend the course if they successfully pass the test for the course. 

(b) The commissioner of revenue may require that each county, and each city for 
which the city assessor performs the duties of county assessor, have (i) a person on the 
assessor’s staff who is certified by the Department of Revenue in sales ratio 

calculations, (ii) an officer or employee who is certified by the Departmentof Revenue 
in tax calculations, and (iii) an officer or employee who is certified by the Department 
of Revenue in the proper preparation of abstracts of assessment. The commissioner of 
revenue may require that each county have an officer or employee who is certified by 
the Department of Revenue in the proper preparation of abstracts of tax lists. 

(c) Beginning with the four-year educational licensing period starting on July 1, 
2004,_eve1'y Minnesota assessor licensed by the State Board of Assessors mEtE:n_d E participate in a seminar that focuses 55 tfhics, professiofil conduct and the need 
f_()1_‘ standardized_assessment rfitices dev&>ped and presented b_y me com—nfisi—onFc)f 
revenue. This requirement must be met at leastaice in every subsequent four-yea; 
period. TlE—fequirement applies Ea_l'fis§es§>Is licensed for one year or more in the 
four‘-year_pe1'iod. 

_ _ — j Z — j _— 
EFFECTIVE DATE. This section effective t_h_e dfl following final enactment. 
Sec. 8. Minnesota Statutes 2004, section 273.11, subdivision 1a, is amended to 

read: 

Subd. la. LIMITED MARKET VALUE. In the case of all property classified as 
agricultural homestead or nonhomestead, residential homestead or nonhomestead, 
timber, or noncommercial seasonal residential recreational, the assessor shall compare 
the value with the taxable portion of the value determined in the preceding assessment. 

Ferassessmemyeas20027theamemneftneinaeasesnaHnetexeeeéthegreater 
efgétenpereemefthevalueinthepmeedingassessmenfieréfilépereemefthe 
elifferenee between theeurrentassessment and thepseeed-ingassessrnente 

Ferassessmemyear2003;theameume£theinereaseshaHnetaweedthegreater 
efQ94%pereemefthevalueinthepmeedingassessmen&eré29%0pereentefthe 
difference between the eurrent assessment and the preceding assessment: 

For assessment year‘ years 2004, 2005, and 2006, the amount of the increase shall 
not exceed the greater of (1) 15 percent of thflilue in the preceding assessment, or (2) 
25 percent of the difference between the current assessment and the preceding 
assessment. 
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For assessment year 2005 2007, the amount of the increase shall not exceed the 
greater of (1) 15 percent of the value in the preceding assessment, or (2) 33 percent of 
the difference between the current assessment and the preceding assessment. 

For assessment year 2006 2008, the amount of the increase shall not exceed the 
greater of (1) 15 percent of the value in the preceding assessment, or (2) 50 percent of 
the difference between the current assessment and the preceding assessment. 

This limitation shall not apply to increases in value due to improvements. For 
purposes of this subdivision, the term “assessment” means the value prior to any 
exclusion under subdivision 16. 

The provisions of this subdivision shall be in effect through assessment year 2006 
2008 as provided in this subdivision. 

For purposes of the assessment/sales ratio study conducted under section 
127A.48, and the computation of state aids paid under chapters 122A, 123A, 123B, 
124D, 125A, 126C, 127A, and 477A, market values and net tax capacities determined 
under this subdivision and subdivision 16, shall be used. 

EFFECTIVE DATE. This section effective E assessment years 2005 through 
2008, fg taxes payable 2006 through 2009. 

Sec. 9. Minnesota Statutes 2004, section 273.11, is amended by adding a 
subdivision to read: 

Subd. 21. VALUATION REDUCTION FOR HOMESTEAD PROPERTY 
DAMAGEIfiBY MOLD. (a) The ‘owner of homestead property E apply writing 
to the assessor for a reduacfin the market value of the property that has been 
EunT1ged by mo1TT_he notificatiai Hist includcfiesirfied cost to $e E fnbld 
con‘ditionprovided‘i7 a licensed contractor. The—estimated c—o—st_rI1_ust——be—at least 
$20,000. Upon completion o_f E work, E ownT must & g application E a form 
prescribed b_y th_e commissioner pf revenue, accompanied b_y 2_1 copy g th_e contract0r’s 
estimate. 

(b) If the conditions in paragraph (a) are met, the county board must grant a 
reduct—ion_in_t-he market Vall-1.6 of the homestea_d_ dw_elIirIg_ equal to tF:sti1?e_d?o§td 
cure the r_n_oRl_ condition. If—a_E)r_operty owner applies for zrraiction und<?r—thE 
Emlixfsion between J anuary 1_and June 30 of any year, th¢=.—redI1ction appliefitars 
payable in the following year‘. If-apr3p§rty—bv7ner applg for a reduction un_der this 
subdivisib-n~b‘etween July 1 and December 31 of any year,Ee_reduction app1ies_f_o—r 
taxes payable the End mowing year.— _ 1 — — 
Q A denial o_f a reduction under section by fie county board may be appealed 

to the tax court. I_f th_e county board takes pp action pp E application within days 
after receipt, considered Q approval. 

(d) For purposes of subdivision la, in the assessment year following the 
assess1?1enTyear when a_va1uation redubti-on—@occurred under section, @ 
market value added b_y t_h_e assessor to tlg property resulting from curing th_e mold 
condition must E considered E increase value % t_o new construction. 
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EFFECTIVE DATE. This section effective E applications filed ex} Septem— 
l§_1_' £2005, erg thereafter. 

Sec. 10. Minnesota Statutes 2004, section 273.11, is amended by adding a 

subdivision to read:
‘ 

Subd. 22. LEAD HAZARD MARKET VALUE REDUCTION. Owners o_f 

la, lb, 1c, 2a, 4b, 4bb, or 4d under section 273.13 may property classified es _c_l_2§e __ 
apply for a lead hazard valuation reduction, provided E fie property located 3 
city wliichfihfidauthoiized valuation reductions under subdivision. A @ 
aithorizes reductions under this subdivision must establish guidelines for qualifying 
lead hazard reduction projecfs—and must designate a_n agency within t_o issue 

cTmificates of completion of qfzilifying projects. fee purposes of subdivision, 

“lead hazard_reduction” h_a§_tl1_e same meaning ee section 144.9501, subdivision 

The property owner must obtain a certificate from the agency stating (1) getE 
p1‘ojectT1as been completed aid Q2 g1:e_ total c_os_t incurred by E owner, which tenet 
be at leas—t$§,0_00. Only projects oiiginatihgafter hi _I_, _22?_5_, erg completed 
35137 £2010, qualify f2‘ 21 reduction under thigsubdivision. The property owner shall 
a1)_1fly Q gig valuation re—duction _te t_he asses—s<)1' E 2_l fog prescribed ley E assessor 
accompanied b_y 3 copy e_f ghe certificate ef completion from Qie agency. 

A qualifying property eligible E a one-year valuation reduction equal to the 
actual cost incurred, t_o 3 maximum o_f $20,000. if a_ property owner applies '5fi 
assesso-ffo-r the valuation reduction under this subdivision between January 1 and_J1mE 

32 ef @331-, £15 reduction applies forTaxes payable t:h_e following—§/E If e 
property owner applies to_ the asses§ _f_c£ t_h_e valuation reduction under 
subdivision between July _1_ end December 3_1, th_e reduction applies E taxes payable 
i_n th_e second following year. 12 purposes o_f subdivision E gy additional market 
value resulting from th_e lead hazard removal must be considered fl increase value 
due to new construction. 

EFFECTIVE DATE. This section effective the (LE following final enactment. 

Sec. 11. Minnesota Statutes 2004, section 273.112, subdivision 3, is amended to 
read: 

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

(a) actively and exclusively devoted to golf, skiing, lawn bowling, croquet, polo, 
or archery or firearms range recreational use or other recreational uses carried on at the 
establishment; 

(b) five acres in size or more, except in the case of a lawn bowling or croquet 
green or an archery or firearms range; 

(c)(l) operated by private individuals or, in the case of a lawn bowling or croquet 
green, by private individuals or corporations, and open to the public; or 
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(2) operated by firms or corporations for the benefit of employees or guests; or 
(3) operated by private clubs having a membership of 50 or more or open to the 

public, provided that the club does not discriminate in membership requirements or 
selection on the basis of sex or marital status; and 

(d) made available for use in the case of real estate devoted to golf without 
discrimination on the basis of sex during the time when the facility is open to use by 
the public or by members, except that use for golf may be restricted on the basis of sex 
no more frequently than one, or part of one, weekend each calendar month for each sex 
and no more than two, or part of two, weekdays each week for "each sex. 

If a golf club membership allows use of golf course facilities by more than one 
adult per membership, the use must be equally available to all adults entitled -to use of 
the golf course under the membership, except that use may be restricted on the basis 
of sex as permitted in this section. Memberships that permit play during restricted 
times may be allowed only if the restricted times apply to all adults using the 
membership. A golf club may not offer a membership or golfing privileges to a spouse 
of a member that provides greater or less access to the golf course than is provided to 
that person’s spouse under the same or a separate membership in that club, except that 
the terms of a membership may provide that one spouse may have no right to use the 
golf course at any time while the other spouse may have either limited or unlimited 
access to the golf course. 

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

A golf club that has food or beverage facilities or seivices must allow equal access 
to those facilities and services for both men and women members in all membership 
categories at all times. Nothing in this paragraph shall be construed to require service 
or access to facilities to persons under the age of 21 years or require any act that would 
violate law or ordinance regarding sale, consumption, or regulation of alcoholic 
beverages. 

For purposes of this subdivision and subdivision 7a, discrimination means a 
pattern or course of conduct and not linked to an isolated incident. 

EFFECTIVE DATE. This section effective E taxes levied 2005, payable 
i_n 2006, arfl thereafter. 

Sec. 12. Minnesota Statutes 2004, section 273.124, subdivision 1, is amended to 
read: 

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

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

New language is indicated by underline, deletions by stH'keeut—.
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Dates for establishment of a homestead and homestead treatment provided to 
particular types of property are as provided in this section. 

Property held by a trustee under a trust is eligible for homestead classification if 
the requirements under this chapter are satisfied. 

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

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

(b) For purposes of this section, homestead property shall include property which 
is used for purposes of the homestead but is separated from the homestead by a road, 
street, lot, waterway, or other similar intervening property. The term “used for purposes 
of the homestead” shall include but not be limited to uses for gardens, garages, or other 
outbuildings commonly associated with a homestead, but shall not include vacant land 
held primarily for future development. In order to receive homestead treatment for the 
noncontiguous property, the owner must use the property for the purposes of the 
homestead, and must apply to the assessor, both by the deadlines given in subdivision 
9. After initial qualification for the homestead treatment, additional applications for 
subsequent years are not required. 

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

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

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

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

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

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

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

(e) In the case of property owned by a property owner who is married, the assessor 
must not deny homestead treatment in whole or in part if only one of the spouses 
occupies the property and the other spouse is absent due to: (1) maniage dissolution 
proceedings, (2) legal separation, (3) employment or self-employment in another 
location, or (4) other personal circumstances causing the spouses to live separately, not 
including an intent to obtain two homestead classifications for property tax purposes. 
To qualify under clause (3), the spouse’s place of employment or self—emp1oyment 
must be at least 50 miles distant from the other spouse’s place of employment, and the 
homesteads must be at least 50 miles distant from each other. Homestead treatment, in 
whole or in part, shall not be denied to‘ the owner’s spouse who previously occupied 
the residence with the owner if the absence of the owner is due to one of the exceptions 
provided in this paragraph. 

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

(1) in the case of a property owner who is not married, the owner is absent due 
to residence in a nursing home, boarding care facility, or an elderly assisted living 
facility property as defined in section 273.13, subdivision 25a, and the property is not 
otherwise occupied; or 

(2) in the case‘ of a property owner who is married, the owner or the owner’s 
spouse or both are absent due to residence in a nursing home, boarding care facility, 
or an elderly assisted living facility property as defined in section 273.13, subdivision 
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25a, and the property is not occupied or is occupied only by the owner’s spouse. 

(g) If an individual is purchasing property with the intent of claiming it as a 
homestead and is required by the terms of the financing agreement to have a relative 
shown on the deed as a co—owner, the assessor shall allow a full homestead 
classification. This provision only applies to first—time purchasers, whether married or 
single, or to a person who had previously been married and is purchasing as a single 
individual for the first time. The application for homestead benefits must be on a form 
prescribed by the commissioner and must contain the data necessary for the assessor 
to determine if full homestead benefits are warranted. 

(h) If residential or agricultural real estate is occupied and used for purposes of a 
homestead by a child of a deceased owner and the property is subject to jurisdiction of 
probate court, the child shall receive relative homestead classification under paragraph 
(c) or (d) to the same extent they would be entitled to it if the owner was still living, 
until the probate is completed. For’ purposes of this paragraph, “child” includes a 
relationship by blood or by marriage. 

(i) If a single family home, duplex, or triplex classified as either residential 
hom&fead §_r_‘ agricultural homestead a_lso—§ed t_o provide licensed child care, the 
portion of the property used for licensed child care must be classified a1sT;)a?tBf fie _- _ '—“—__ 

EFFECTIVE DATE. section effective assessment yea: 2005 E 
thereafter, Q taxes payable 2006, aid thereafter. 

Sec. 13. Minnesota Statutes 2004, section 273.125, subdivision 8, is amended to 
read:

' 

Subd. 8. MANUFACTURED HOMES; SECTIONAL STRUCTURES. (a) In 
this section, “manufactured home” means a structure transportable in one or more 
sections, which is built on a permanent chassis, and designed to be used as a dwelling 
with or without a permanent foundation when connected to the required utilities, and 
contains the plumbing, heating, air conditioning, and electrical systems in it. 

Manufactured home includes any accessory structure that is an addition or supplement 
to the manufactured home and, when installed, becomes a part of the manufactured 
home. 

(b) Except as provided in paragraph (c), a manufactured home that meets each of 
the following crit_eria must be_valued and Esessed as an improvement to real property, 
the appropriate real property classification applies, and the valuation is subject to 
review and the taxes payable in the manner provided for real property: 

(1) the owner of the unit holds title to the land on which it is situated; 

(2) the unit is affixed to the land by a permanent foundation or is installed at its 
location in accordance with the Manufactured Home Building Code in sections 327.31 
to 327.34, and rules adopted under those sections, or is affixed to the land like other 
real property in the taxing district; and 
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(3) the unit is connected to public utilities, has a well and septic tank system, or 
is serviced by water and sewer facilities comparable to other real property in the taxing 
district. 

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

(1) the owner of the unit is a lessee of the land under the terms of a lease, g me 
unit is located in a manufactured home park but is not the homestead of the park owner; 

(2) the unit is affixed to the land by a permanent foundation or is installed at its 
location in accordance with the Manufactured Home Building Code contained in 
sections 327.31 to 327.34, and the rules adopted under those sections, or is affixed to 
the land like other real property in the taxing district; and 

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

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

(e) The commissioner of revenue may adopt rules under the Administrative 
Procedure Act to establish additional criteria for the classification of manufactured 
homes and sectional structures under this subdivision. 

(f) A storage shed, deck, or similar improvement constructed on property that is 
leased or rented as a site for a manufactured home, sectional structure, park trailer, or 
travel trailer is taxable as provided in this section. In the case of property that is leased 
or rented‘ as a site for a travel trailer, a storage shed, deck, or similar improvement on 
the site that is considered personal property under this paragraph is taxable only if its 
total estimated market value is over $500. The property is taxable as personal property 
to the lessee of the site if it is not owned by the owner of the site. The property is 
taxable as real estate if it is owned by the owner of the site. As a condition of permitting 
the owner of the manufactured home, sectional structure, park trailer, or travel trailer 
to construct improvements on the leased or rented site, the owner of the site must 
obtain the permanent home address of the lessee or user of the site. The site owner 
must provide the name and address to the assessor upon request. 

EFFECTIVE DATE. For purposes of Minnesota Statutes, sections 272.12 and 
272.121, this section is effEve the day_ following final enactment. For all 053 
purposes, as section is_ effective beg—ir11'fi with taxes we in 2006, eaapfihat for E propefitreated a_s re_al property underfiis section E tl1_e_&)5 assessmxsrttfi 
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Q lg treated g personal property under section f_<n' E12 2006 assessment, a_n 
adjustment must E made t_o th_e 2005 assessment 1_ro_1l on or before September L 2005, 
t_o reflect those changes. 

Sec. 14. [273.128] CERTIFICATION OF LOW-INCOME RENTAL PROP- 
ERTY. 

Subdivision 1. REQUIREMENT. Low—income rental property classified as class Q under section $3.13, subdivision 2_5_, entitled t_o valuation under section a_t 

least 75 percent of the units in the rental housing property meet any o_f th_e following 
q—ua'l-ifi_cations: 

I. — _ — ~* 

_(_1_2 
the units are subject t_o _a housing assistance payments contract under section 

§ g the United States Housing Ag o_f 1937, as amended; 
(2) die units 2113 rent-restricted and income-restricted units of a_ 

qualified 
low-incomejhousing project receiving ta_x credits under section 42(g) pf E Internal 
Revenue Code o_f 1986, as amended; 

Q th_e units E financed by the Rural Housing Service o_f th_e United States 
Department o_f Agriculture gig receive payments under th_e rental assistance program 
pursuant t_o section 521(a) of the Housing Act o_f 1949, as amended; E 
Q me units are subject t_o int fld income restrictions under t_h_e terms of financial 

assistance provided t_o th_e rental housing property b_y fie federal government o_rE 
state g Minnesota § evidenced by a document recorded against the property. E restrictions must require assisted units t_o be occupied by residents whose 
household income at th_e die of initial occupancy does not exceed60 percent of the 
greater of area or state medianhicfr-., adjusted for~feFni1_§7size, as determined E E5 
United Stafilfepaitment of Housing and UrbarTl_3evelopr?1t. The rest1‘ictiorfinu—st 
also require the rents for aQsted unitsfinot exceed 30 percent W60 percent of the 
Eater of are?oFate—1i1edian incW, adjusted for faI_n_ily size, a—s_d—e—termined I31E 
United §atKD_epW1ent o_f Housing E Urban—l3eve1opm—at: —— _ "T 

Subd. 2. APPLICATION. (a) Application E certification under this section 
must be E by March 31 of the—l-evy year, or at a later date if the HousEgFinance @107 deems—[)1‘acticable_. The-apfiflcattfi must be_fidp~fllE 1% Housing Finance 
Agency, on a form p1‘CSC1’ibBC@ th_e agency, contain thebinformation required 
by the Hut-)—us—ing Finance Agency. 

—‘ - 

(_l_)_ the property t_a)_< identification number; and 

Q evidence t_h_a_t E property meets E requirements o_f subdivision 
(c) The Housing Finance Agency may charge an application fee approximately 

equal?) Ecosts of processing and the ap—plications butnriot to exceed $10 
pg I_f_imposed_,tl1_e applicanmust pay the a_p_plication fee to-$e—}_IoFsing Fina?c.e 
Agency. The fee riug Pg depositefith_—elEsing develop_ment Kid. 
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Subd. 3». CERTIFICATION. By June 1 of each levy year, the Housing Finance 
Agency mu§ certify to the approprige @161 gr Ky-as—sess—or?,_th?specific properties 
that are qualified undar Es section and the nuIr$e:T-(if units in th:$1ilding that qualify. 
Ir_1—1na—king the certificaI;i_o_n-, the Ho1E1,<;—l3inance Agency rrfiynely on the_a—;>[)lication 
and any oth—e1‘ supporting ir1—for1r1ation that the agency <_ie—emfiec_esEry from the 
property owner. 

EFFECTIVE DATE. This section effective Er taxes payable 2006 and 
subsequent years, except E E application date subdivision 2 extended t_o 
August 2005, and th_e certification % subdivision § extended t_o September 
30, 2005. 

Sec. 15. Minnesota Statutes 2004, section 273.13, subdivision 22, is amended to 
read: 

Subd. 22. -CLASS 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 la 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 lb property includes homestead real estate or homestead manufactured 
homes used for the purposes of a homestead by 

( 1) any person who is blind as defined in section 256D.35, or the blind person and 
the blind person’s spouse; or 

(2) any person, hereinafter referred to as “veteran,” who: 

(i) served in the active military or naval service of the United States; and 

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

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

(3) any person who is permanently and totally disabled. 
Property is classified and assessed under clause (3) only if the government agency 

or income-providing source certifies, upon the request of the homestead occupant, that 
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the homestead occupant satisfies the disability requirements of this paragraph. 

Property is classified and assessed pursuant to clause (1) only if the commissioner 
of revenue 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 lb property has a net class rate of .45 percent of its market value. The 
remaining market value of class lb property has a class rate using the rates for class 
la 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, a partner in a partnership that owns the resort, or a 
member of a limited liability company that owns the resort even if the title to the 
homestead is held by the corporation, partnership, or limited liability company. 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 
portion 91’ % property id as ea homestead by the owner has the same class rateg 
class la property under paragaph Q: The remainder of tlkawprfdperty is class% 3} 
follows: the first $500,000 of market value of class -le has a efrss rate of one 
pereent; and t_ig_r_ I_, 

the neg $1,700,000 of market value of class -16 
pmpertyhasaéassmmefenepereenevmhthefenewigglhmtmiemtheareaefthe 
pwpertymustnet<9weedl00feete£lakesh9re£eemge£oreaeheabmereampsfie 
leeatedentheprepertyupteatetale£800feetan€l§00feetinéept-lcsmeasuredaway 
from the lakeshore: is tier II, and any remaining market value is tier III. The class rates E class 1c are: 0—.55$erTerFtier II, 1.0 percent; arfier_III,_175 _p<;cer~1t._If$y 
pertren_'—‘&——thIe—a class Ic-_r~<es<fiY)Ep?ty_is—elassri1rT<sl-—as?lass_4E_un—é§ 

' ' 

9.6 E E market value in tier III, the entire property must meet the requirements of 
subdivision 25, paT1graphT),—Elause (1), to qualify for class 1c treatment under this 
paragraph. 

((1) 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; 
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(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 sameclass rates as class la property 
under paragraph (a). ‘ 

EFFECTIVE DATE. This section effective E taxes -levied 2005, payable 
i_n 2006, ag thereafter. 

Sec. 16. Minnesota Statutes 2004, section 273.13, subdivision 25, as-amended by 
Laws 2005, chapter 151, article 3, section 12, 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, excluding property qualifying for 
class Class 4a also includes hospitals licensed_under sections 144.50 to 14456., 
We} 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 1.25 percent. 

(b) Class 4b includes: 

(1) residential real estate containing less than four units that does not qualify as 
class 4bb, other than seasonal residential recreational property; 

(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; and 

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

The market value of class 4b property has a class rate of 1.25 percent. 

(c) Class 4bb includes: 

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

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

Class 4bb property has the same class rates as class la property under subdivision 
22. 

Property that has been classified as seasonal residential recreational 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. 
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(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 
property to be classified as class 4c, seasonal residential recreational 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 for recreational 
purposes in conjunction with class 40 property devoted to temporary and seasonal 
residential occupancy for recreational purposes, up to a total of two acres, provided the 
property is not devoted to commercial recreational use for more than 250 days in the 
year preceding the year of assessment and is located within two rrriles of the class 4c 
property with which it is used. Glass 46 property classified in this el-ause alse includes 
thewmainderefdassieresormpmvidedthattheemfiepwpertyindudingthatpmfien 
eftheprepertyelassifiedaselassiealsemeetstherequirementsforelass4eunderthis 
clause; otherwise the entire; property is classified as ei-ass 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 1c 
or 4c property must provide guest registers or other records demonstrating that the 
units for which class lc 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 lc or 4c; 

(2) qualified property used as a golf course if: 
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(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 
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) postsecondary 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 property 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 area as defined in section 473.121, 
subdivision 2; 

(7) a-leased 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 
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(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; 

(8) a 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 abuts a public airport; and 

(ii) the owner of the aircraft storage hangar provides the assessor with a signed 
agreement restricting the use of the premises, prohibiting commercial use or activity 
performed at the hangar; and 

(9) residential real estate, a portion of which is used by the owner for homestead 
purposes, and that is also a place of lodging, if all of the following criteria are met: 

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

(ii) meals are provided to persons who rent rooms, the cost of which is 

incorporated in. the basic room rate; 
(iii) meals are not provided to the general public except for special events on 

fewer than seven days in the calendar year preceding the year of the assessment; and 

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

The market value subject to the 4c classification under this clause is limited to five 
rental units. Any rental units on the property in excess of five, must be valued and 
assessed as class 3a. The portion of the property used for purposes of a homestead by 
the owner must be classified as class la property under subdivision 22. 

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 
puiposes 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 
percent 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, (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) Q qualifying for class 4c property has a class rate of 1.25 percent. 

(e_)_ Class E property qualifying low-income rental housing certified to E 
assessor Q the Housing Finance Agency under section 273.128, subdivision I_f only 
2_1 portion 9:" t_h_e units the building qualify § low-income rental housing units § 
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certified under section 273.128, subdivision 3, only the proportion of qualifying units 
to the total number of units in the building qtfilfioglass ’_l“E—remaining pofidn 
dftfiebtfiding shalTbe cla§ifi—ed by the assessorfised upon its use. Class 4d also 
i—rIcl11—cles the same_pi7c>p51'tion of lan<i_a1s—tlie qualifying low-’incomer<EallT1sirEu% 
are to the—tdtzd_uhits in the btlildifidr aIl_prope11:ies qualifying as class 4d, the market 
VEIQ Eefined byTh?assessor m1Eb_e_based Q fie normal afiroach EVEJC using 
normal unrestricted rents. 

Class 4d property has a class rate of 0.75 percent. 

EFFECTIVE DATE. This section effective E taxes payable 2006 31:1 
subsequent years. - 

Sec. 17. [273.1321] VACANT COMMERCIAL INDUSTRIAL PROPER- 
TIES. 

Subdivision 1. AUTHORITY. A city may establish, by ordinance, a program to 
encourage redevaopment, provide _f<§—b<?:r uti1ization~_ of commercial-industria 
property, and eliminate blighting influences by revoking thefeligibility of individual 
commercial‘-‘industrial properties to receive_the credit _ElT1lhO1'iZ6d urfier section 
273.1398, subdivision E program E revdze eligibility o_f a property 
Q the property E been vacant, § defined subdivision i clause Q o_r Q E three Q more consecutive years prior 9 th_e current assessment year; 3‘ 
Q th_e property has been vacant g defined under subdivision §_, clause (4), for 

five o_r more consecutive years prior to t_h_e current assessment year. 
Subd. MINIMUM PROGRAM REQUIREMENTS. E program must 

provide: 

(_1) standards fig‘ determining whether 2_1 property vacant; 

Q written assessment notice Q E or county 9 th_e property owner 
informing theiowner Eat fire property’s eligibility E revoked; 
Q opportunity E fie property owner t_o appeal fie revocation at E. local an_d 

county board o_f appeal £1 equalization; 
(_42 timely notice t_o th_e county assessor o_f th_e property’s eligibility revocation, o_r 

E fie Ens e_1 assessor 31% assessor lg revoked the property’s eligibility; 
and 

' —— 

Q E other provisions t_h_e city determines E necessary o_r appropriate t_o th_e 
operation g th_e program t_o achieve purposes. 

Subd. DEFINITION OF VACANT. A program established under section E provide it a property Vacant tl'1_e property
' 

Q conderrmed, dangerous, pr having multiple building code violations; 
(_22 condemned aid illegally occupied; 
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(3) either occupied o_r unoccupied, during which time E enforcement officer fo_r 
the municipality has issued multiple orders to correct nuisance conditions; or 

(4) unoccupied E n_ot utilized for a commercial o_r industrial purpose. 
Subd. 4. NOTICE TO PROPERTY OWNER. The municipality £111fl 

notice to the: property owner stating that the property may cease t_o be eligible ffl the 
credit 3183- section 273.1398, subcrx/i'sion 4, unless the property occupied, E 
conditions in subdivision 3, clauses Q to (3_)T are reme—dEd, Ed fie property used 
_f_or _a 

commercial o_r indusdial purpose @ a_t l£a_E1_8Q days during die gait 12-month 
period. 

EFFECTIVE DATE. section effective E assessment Leg 2006 E1 
thereafter, f_or taxes payable 2007 ag thereafter. 

Sec. 18. Minnesota Statutes 2004, section 274.01, subdivision 1, is amended to 
read: 

Subdivision 1. ORDINARY BOARD; NHEETINGS, DEADLINES, GRIEV- 
ANCES. (a) The town board of a town, or the council or other governing body of a 
city, is the board of appeal and equalization except (1) in cities whose charters provide 
for a board of equalization or (2) in any city or town that has transferred its local board 
of review power and duties to the county board as provided in subdivision 3. The 
county assessor shall fix a day and time when the board or the board of equalization 
shall meet in the assessment districts of the county. Notwithstanding any law or city 
charter to the contrary, a city board of equalization shall be referred to as a board of 
appeal and equalization. On or before February 15 of each year the assessor shall give 
written notice of the time to the city or town clerk. Notwithstanding the provisions of 
any charter to the contrary, the meetings must be held between April 1 and May 31 
each year. The clerk shall give published and posted notice of the meeting at least ten 
days before the date of the meeting. 

The board shall meet at the office of the clerk to review the assessment and 
classification of property in the town or city. No changes in valuation or classification 
which are intended to correct errors in judgment by the county assessor may be made 
by the county assessor after the board has adjourned in those cities or towns that hold 
a local board of review; however, corrections of errors that are merely clerical in nature 
or changes that extend homestead treatment to property are permitted after adjourn- 
ment until the tax extension date for that assessment year. The changes must be fully 
documented and maintained in the assessor’s office and must be available for review 
by any person. A copy of the changes made during this period in those cities or towns 
that hold a local board of review must be sent to the county board no later than 
December 31 of the assessment year. 

(b) The board shall determine whether the taxable property in the town or city has 
been properly placed on the list and properly valued by the assessor. If real or personal 
property has been omitted, the board shall place it on the list with its market value, and 
correct the assessment so that each tract or lot of real property, and each article, parcel, 
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or class of personal property, is entered on the assessment list at its market value. No 
assessment of the property of any person may be raised ‘unless the person has been duly 
notified of the intent of the board to do so. On application of any person feeling 
aggrieved, the board shall review the assessment or classification, or both, and correct 
it as appears just. The board may not make an individual market value adjustment or 
classification change that would benefit the property in eases where if the owner or 
other person having control over the property will not permit the assesses has refused 
the assessor access to inspect the property and the interior of any buildings orsructures 
Eprovided in section. 273.20. 

(c) A local board may reduce assessments upon petition of the taxpayer but the 
total reductions must not reduce the aggregate assessment made by the county assessor 
by more than one percent. If the total reductions would lower the aggregate 
assessments made by the county assessor by more than one percent, none of the 
adjustments may be made. The assessor shall correct any clerical errors or double 
assessments discovered by the board without regard to the one percent limitation. 

(d) A local board does not have authority to grant an exemption or to order 
property removed from the tax rolls. 

(e) A majority of the members may act at the meeting, and adjourn from day to 
day until they finish hearing the cases presented. The assessor shall attend, with the 
assessment books and papers, and take part in the proceedings, but must not vote. The 
county assessor, or an assistant delegated by the county assessor shall attend the 
meetings. The board shall list separately, on a form appended to the assessment book, 
all omitted property added to the list by the board and all items of property increased 
or decreased, with the market value of each item of property, added or changed by the 
board, placed opposite the item. The county assessor shall enter all changes made by 
the board in the assessment book. 

(i) Except as provided in subdivision 3, if a person fails to appearin person, by 
counsel, or by written communication before the board after being duly notified of the 
board’s intent to raise the assessment of the property, or if a person feeling aggrieved 
by an assessment or classification fails to apply for a review of the assessment or 
classification, the person may not appear before the county, board of appeal and 
equalization for a review of the assessment or classification. This paragraph does not 
apply if an assessment was made after the local board meeting, as provided in section 
273.01, or if the person can establish not having received notice of market value at least 
five days before the local board meeting. 

(g) The local board must complete its work and adjourn within 20 days from the 
time of convening stated in the notice of the clerk, unless a longer period is approved 
by the commissioner of revenue. No action taken after that date is valid. All complaints 
aboutan assessment or classification made after the meeting of the board must be heard 
and determined by the county board of equalization. A nonresident may, at any time, 
before the meeting of the board file written objections to an assessment or classifica- 
tion with the county assessor. The objections must be presented to the board at its 
meeting by the county assessor for its consideration. 
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EFFECTIVE DATE. section effective fo_r th_e 2006 assessment all 
thereafter. 

Sec. 19. Minnesota Statutes 2004, section 275.025, subdivision 3, is amended to 
read:

V 

Subd. 3. SEASONAL RESIDENTIAL RECREATIONAL TAX CAPACITY. 
For the purposes of this section, “seasonal residential recreational tax capacity” means 
the tax capacity of tier III of class 1c under section 273.13, subdivision 22, an_d all class 
4c(1) property undbfsatfin 27373, subdivision 25, except that the first $76,000 of 
market value of each noncommercial class 4c(l) property has a tax capacity for this 
purpose equal to 40 percent of its tax capacity under section 273.13. 

EFFECTIVE DATE. This section effective fg taxes levied 2005, payable 

in 2006, aid thereafter. 

Sec. 20. Minnesota Statutes 2004, section 275.025, subdivision 4, is amended to 
read: 

Subd. 4. APPORTIONMENT AND LEVY OF STATE GENERAL TAX. 
Ninety-five percent of the state general tax must be among the eeunties 
lexil by applying a uniform rate to each count-yis _a_1l commercial—industrial tax 

capacity and its fii percent o_f E s_tge general t_a§ must be levied by applying _a 

uniform E t_o all seasonal residential recreational tax capacity. W-ithi-nneaeh eeunty; 
themxmustbeleviedbyappLymgaunifeHnramagainst%mmereiaHndus&ialmx 
eapaeity and seasonal recreational tax c—apaeit=y= On or before October 1 each 
year, the commissioner of revenue shall certify a the preliminary state general levy rate 
rates to each county auditor that must be used_to» prepare the notices of proposed 
property taxes for taxes payable in the following year. By January 1 of each year, the 
commissioner shall certify the final state general levy rate to each county auditor that 
shall be used in spreading taxes. 

EFFECTIVE DATE. This section effective fo_r taxes payable 2006 and 
thereafter. 

Sec. 21. Minnesota Statutes 2004, section 275.065, subdivision la, is amended to 
read: 

Subd. la. OVERLAPPING JURISDICTIONS. In the case of a taxing authority 
lying in two or more counties, the home county auditor shall certify the proposed levy 
and the proposed local tax rate to the other county auditor by September 20 October 
5. The home county auditor must estimate the levy or rate in preparing the notices 
Fequired in subdivision 3, if the other county has not certified the appropriate 
information. If requested by the home county auditor, the other county auditor must 
furnish an estimate to the home county auditor. 

EFFECTIVE DATE. This section effective gig da_y following final enactment. 
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Sec. 22. Minnesota Statutes 2004, 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 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 metro- 
politan 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 authority’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 
general tax, net of the residential and agricultural homestead credit under section 
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; and 

(ii) the proposed tax amount. 

If the county levy under clause (2) includes an amount for a lake improvement 
distiict as defined under sections l03B.50l to 103B.581, the amount attributable for 
that purpose must be separately stated from the remaining county levy amount. 

In the case of a town or the state 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 certified under section l26C.17, subdivision 9, that a 
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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 the city 
of St. Paul, the levy for the St. Paul Library Agency must be listed separately from the 
remaining amount of the city’s levy. In the case of Ramsey County, any amount levied 
under section 134.07 may be listed_ sgntftialylw from the remaini1_1g— amount pf the 
c31Fty’s levy. In the case of a parcel where tax increment or the fiscal disparitie_s 
areawideTax_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 and school district levy referenda; 

(3) a levy limit increase approved by the voters by the first Tuesday after the first 
Monday in November of the levy year as provided under section 275.73; 

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

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

(6) 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. 

(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 
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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. 

(i) For purposes of this subdivision, subdivisions 5a and 6, “metropolitan special 
taxing districts” means the following taxing districts in the seven—county metropolitan 
_area that levy a property tax for any of the specified purposes listed below: 

(1) Metropolitan Council under section 473.132, 473.167, 473.249, 473.325, 
_ 
473.446, 473.521, 473.547, or 473.834; 

(2) Metropolitan Airports Commission under section 473.667, 473.671, or 
473.672; and 

(3) Metropolitan Mosquito Control Commission under section 473.711. 

For purposes of this section, any levies made by the regional rail authorities in the 
y 

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. 

(1') The governing body of a county, city, or school district may, with the consent 
of the_coTty board, include s_up_plemental—i_n—foFnation with the statenfifiroposed 
progrty taxes about the impact of state aid increases—oF(Qreases on ffoperty tax 
increases or decreasesad on the levefisgvices provide_d in the affected jurisdictifi 
This supplemental infgnafiormay in—clude information fo_r_tl§e following year, the 
c—Lur_ent year, and for as manycdnsecutive preceding years__as Eemed appr'ofieE 
the governing:bod—y of the county, city, or school district. It may include orfi 

Q the impact o_f inflation § measured by E implicit price deflator §)_r state El 
local government purchases; 

(_2) population growth and decline; 

(3) state or federal government action; and 
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Q other financial factors Lit affect me level o_f property taxation a_n_d local 
services that the governing body of die county, g school district may deem 
appropriate t_o include. 

The information may be presented using tables, written narrative, and graphic 
representations arid may contain instruction toward further sources o_f information pr 
opportunity Q comment. 

EFFECTIVE DATE. section effective Q notices Q property taxes 
levied 2005, payable 2006, E1 thereafter. 

Sec. 23. Minnesota Statutes 2004, section 275.065, is amended by adding a 
subdivision to read: 

Subd. 9. AITKIN COUNTY AND SCHOOL DISTRICT HEARING. Notwith- 
standfiny other law, Aitkin County and Independent School District No. 1, and the 
city of Aitl_(1Tn, or any two of them, may—hold their initial public hearitEjoi_ntTfle 
l1EariFg mia be_l1e_ltl_c)rTfie—s—<ecE'I‘11e:si<leE/__;f D-egamber eac_h year. The advertisement 
required subdivisio_n—j may E z_1 joint advertisement. The hearing otherwise 
subject t_o gig requirements o_f section. 

EFFECTIVE DATE. section effective E hearings conducted 2005 

and subsequent years. 

Sec. 24. Minnesota Statutes 2004, section 275.065, is amended by adding a 
subdivision to read: 

Subd. 10. NOBLES COUNTY; JOINT INITIAL PUBLIC HEARING. Not- 
withsvt2Eng—ap_}I_ other E Nobles County, die city of Worthington, and Indepenfrt 
School District No. 518, Worthington, 01‘ any cwcfitfim, may hold cine? initial public 
hearing joint1y.T_lleWar'ing must E lE1fir1_tlIe§-ebcgrrfid 'T:scW_ofi=.§rber each 
year. The advertisement required in s11—l)——_(li\/is_ion—5a may be a joint a—dvertisement.fi 
hearing—i_s otherwise subject t_o g1e_requirements_o_fE s_ecti5i1._ 

‘- 
EFFECTIVE DATE. This section effective fgr hearings conducted 2005 

arid subsequent years. 

See. 25. Minnesota Statutes 2004, section 275.70, subdivision 5, as amended by 
Laws 2005, chapter 152, article 1, section 3, 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: 
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(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; 

(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 
requirement in calendar year 2001, or (ii) it is a new matching requirement that did not 
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, subdivision 2; 

(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 (f), 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 
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of Corrections. If the county utilizes this special levy, except to pay operating or 
maintenance costs of a new regional jail facility under sections 641.262 to 641.264 
which will not replace an existing jail facility, 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 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 cormnissioner 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 
county in the previous levy year for the purposes specified under this clause and 
included in the county’s previous year’s 1‘evy 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; 

(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) to pay for court administration costs as required under section 273.1398, 
subdivision 4b, less the (i) county’s share of transferred fines and fees collected by the 
district courts in the county for calendar year 2001 and (ii) the aid amount certified to 
be paid to the county in 2004 under section 273.1398, subdivision 40; however, for 
taxes levied to pay for these costs in the year in which the court financing is transfented 
to the state, the amount under this clause is limited to the amount of aid the county is 
certified to receive under section 273.1398, subdivision 4a; 

(15) 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; and 

(16) for purposes of a storm sewer improvement district; pursuant to under section 
444.203 and 

(17) to pay for th_e maintenance and support of a city or county society for the 
preveT1E)n_o_f?u—el_ty tp animals underfiction 343317 I‘f:tl1t=:_c:ity or county usgthfi 
special levy, any amount levied by the city or county inTh5rWo1E levy yeaT5rThe 
purposessfiarffied clause?_n_El—i*n-<:_11_1d(§l in t_h_e ci_tyTs_or county’sgT:xEus%a_r’_s 

_l_e_v_y_ limit computed under section 275.71, must be deducted from the levy limit base 
under section 275 .71, subdivision 2, in determinin_g the city’s or cour'17tyTs_c-ufint% 
lfl _ _ _ — — 

EFFECTIVE DATE. This section is effective for taxes levied in 2005, payable 
i_n_ 2L6, and thereafter. 

: _ —— - 
Sec. 26. Minnesota Statutes 2004, section 276.04, subdivision 2, as amended by 

Laws 2005, chapter 10, article 1, section 60, is amended to read: 
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Subd. 2. CONTENTS OF TAX STATEMENTS. (a) The treasurer shall provide 
for the printing of the tax statements. The commissioner of revenue shall prescribe the 
form of the property tax statement and its contents. The statement must contain a 
tabulated statementof 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 
special taxing districts, if any, may be aggregated except that any levies made by the 
regional rail authorities in the county of Anoka, Carver, 
Scott, orwashington under—chapter 3%A shall be listed on a separate line directly 
under the appropriate county’s levy. If the <§>unty_levy un<i_er this paragra;Th includes 
an_Eno—unt for a lake improve%t district as defined under sections lO3B.50l to 
103B.581, the amount attributable for that purpose must be separately stated from the 
remaining county levy amount. In the case of Ramsey County, if the county levy under 
this paragraph includes an amornrtEr—pE3li—c library service mile-r_section 17.07, the 
ar_nount attributable for tl1—a1t purposeTnay be separated from the remaining county lew 
amount. The ainount—<>iTe tax on hFne>s._teads qualifying Eder the senior citizgr? 
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 122A, 123A, 123B, 124D, 125A, 126C, 

and 127A; 
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(ii) local government aids for cities, towns, and counties under ehapter 44-7A 
sections 477A.011 t_o 477A.04; and 

(iii) disparity reduction aid under section 273.1398; 

(5) for homestead residential and agricultural properties, the credits under section 
273.1384; 

(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 paragraph (c), clause (4), that local governments will 
receive in the following year: The commissioner must certify this amount by J anuaiy 
1 of each year. 

EFFECTIVE DATE. This section effective fpr property ta_x statements for 
taxes payable 2006 @ thereafter. 

Sec. 27. Minnesota Statutes 2004, section 298.24, subdivision 1, as amended by 
Laws 2005, chapter 151, article 8, section 18, is amended to read: 

Subdivision 1. (a) For concentrate produced in 2001, 2002, and 2003, there is 
imposed upon taconite and iron sulphides, and upon the mining and quarrying thereof, 
and upon the production of iron ore concentrate therefrom, and upon the concentrate 
so produced, a tax of $2.103 per gross ton of merchantable iron ore concentrate 
produced therefrom. IE concentrates produced in 2005, the tax rate is the same rate 
imposed fo_r concentrates produced 2004. 

_ 1 * T : _ — ~— —_ 
(b) For concentrates produced in 2004 2006 and subsequent years, the tax rate 

shall be equal to the preceding year’s tax rat%s an amount equal to the preceding 
year’s tax rate multiplied by the percentage increase in the implicit price deflator from 
the fourth quarter of the second preceding year to the fourth quarter of the preceding 
year. “Implicit price deflator” means the implicit price deflator for the gross domestic 
product prepared by the Bureau of Economic Analysis of the United States Department 
of Commerce. 
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(c) On concentrates produced in 1997 and thereafter, an additional tax is imposed 
equal to three cents per gross ton of merchantable iron ore concentrate for each one 
percent that the iron content of the product exceeds 72 percent, when dried at 212 
degrees Fahrenheit. 

(d) The tax shall be imposed on the average of the production for the current year 
and the previous two years. The rate of the tax imposed will be the current year’s tax 
rate. This clause shall not apply in the case of the closing of a taconite facility if the 
property taxes on the facility would be higher if this clause and section 298.25 were 
not applicable. 

(e) If the tax or any part of the tax imposed by this subdivision is held to be 
unconstitutional, a tax of $2.103 per gross ton of merchantable iron ore concentrate 
produced shall be imposed. ' 

(f) Consistent with the intent of this subdivision to impose a tax based upon the 
weight of merchantable iron ore concentrate, the commissioner of revenue may 
indirectly determine the weight of merchantable iron ore concentrate included in 
fluxed pellets by subtracting the weight of the limestone, dolomite, or olivine 
derivatives or other basic flux additives included in the pellets from the weight of the 
pellets. For purposes of this paragraph, “fluxed pellets” are pellets produced in a 
process in which limestone, dolomite, olivine, or other basic flux additives are 
combined with merchantable iron ore concentrate. No subtraction from the weight of 
the pellets shall be allowed for binders, mineral and chemical additives other than basic 
flux additives, or moisture. 

(g)(1) Notwithstanding any other provision of this subdivision, for the first two 
years of a plant’s commercial production of direct reduced ore, no tax is imposed under 
this section. As used in this paragraph, “commercial production” is production of more 
than 50,000 tons of direct reduced ore in the current year or in any prior year, 
“noncommercial production” is production of 50,000 tons or less of direct reduced ore 
in any year, and “direct reduced ore” is ore that results in a product that has an iron 
content of at least 75 percent. For the third year of a plant’s commercial production of 
direct reduced ore, the rate to be applied to direct reduced ore is 25 percent of the rate 
otherwise determined under this subdivision. For the fourth commercial production 
year, the rate is 50 percent of the rate otherwise determined under this subdivision; for 
the fifth commercial production year, the rate is 75 percent of the rate otherwise 
determined under this subdivision; and for all subsequent commercial production 
years, the full rate is imposed. 

(2) Subject to clause (1), production of direct reduced ore in this state is subject 
to the tax imposed by this section, but if that production is not produced by a producer 
of taconite or iron sulfides, the production of taconite or iron sulfides consumed in the 
production of direct reduced iron in this state is not subject to the tax imposed by this 
section on taconite or iron sulfides. 

(3) Notwithstanding any other provision of this subdivision, no tax is imposed on 
direct reduced ore under this section during the facility’s noncommercial production of 
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direct reduced ore. The taconite or iron sulphides consumed in the noncommercial 
production of direct reduced ore is subject to the tax imposed by this section on 
taconite and iron sulphides. Three-year average production of direct reduced ore does 
not include production of direct reduced ore in any noncommercial year. Three—year 
average production for a direct reduced ore facility that has noncommercial production 
is the average of the commercial production of direct reduced ore for the current year 
and the previous two commercial years. 

See. 28. Minnesota Statutes 2004, section 469.033, subdivision 6, is amended to 
read: 

Subd. 6. OPERATION AREA AS TAXING DISTRICT, SPECIAL TAX. All 
of the territory included within the area of operation of any authority shall constitute 
a taxing district for the purpose of levying and collecting special benefit taxes as 
provided in this subdivision. All of the taxable property, both real and personal, within 
that taxing district shall be deemed to be benefited by projects to the extent of the 
special taxes levied under this subdivision. Subject to the consent by resolution of the 
governing body of the city in and for which it was created, an authority may levy a tax 
upon all taxable property within that taxing district. The tax shall be extended, spread, 
and included with and as a part of the general taxes for state, county, and municipal 
purposes by the county auditor, to be collected and enforced therewith, together with 
the penalty, interest, and costs. As the tax, including any penalties, interest, and costs, 
is collected by the county treasurer it shall be accumulated and kept in a separate fund 
to be known as the “housing and redevelopment project fund.” The money in the fund 
shall be turned over to the authority at the same time and in the same manner that the 
tax collections for the city are turned over to the city, and shall be expended only for 
the purposes of sections 469.001 to 469.047. It shall be paid out upon vouchers signed 
by the chair of the authority or an authorized representative. The amount of the levy 
shall be an amount approved by the governing body of the city, but shall not exceed 
0.0144 percent of taxable market value for the current levy year, notwithstanding 
section 273.032. The authority shall eaai y—ear formuHte_ and file a budget in 
accordance with the budget procedure of the city in the same manner as required of 
executive departments of the city or, if no budgets are required to be filed, by August 
1. The amount of the tax levy for the following year shall be based on that budget. 

EFFECTIVE DATE. This section effective f_or taxes payable 2006 all 
thereafter. 

Sec. 29. Minnesota Statutes 2004, section 473F.02, subdivision 2, is amended to 
read: 

Subd. 2. AREA. “Area” means the territory included within the boundaries of 
Anoka, Carver, Dakota excluding the city of Northfield, Hennepin, Ramsey, Scott 
excluding the city of New Prague, and Washington Counties, excluding lands 
constituting a_ major _o_r Q intermediate airport as defined under section 473.625-._— 

EFFECTIVE DATE. This section effective E taxes payable 2006 a_nd 
subsequent years. 
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See. 30. Minnesota Statutes 2004, section 4731-7.08, subdivision 3a, is amended to 
read: 

Subd. 3a. BLOOMINGTON COMPUTATION. Beginning in 1987 and each 
subsequent year through 1998, the city of Bloomington shall determine the interest 
payments for that year for the bonds which have been sold for the highway 
improvements pursuant to Laws 1986, chapter 391, section 2, paragraph (g). Effective 
for property taxes payable in 1988 through property taxes payable in 1999, after the 
Hennepin County auditor has computed the areawide portion of the levy for the city of 
Bloomington pursuant to subdivision 3, clause (a), the auditor shall annually add a 
dollar amount to the city of Bloomington’s areawide portion of the levy equal to the 
amount which has been certified to the auditor by the city of Bloomington for the 
interest payments for that year for the bonds which were sold for highway improve- 
ments. The total areawide portion of the levy for the city of Bloomington including the 
additional amount for interest repayment certified pursuant to this subdivision shall be 
certified by the Hennepin County auditor to the adnunistrative auditor pursuant to 
subdivision 5. The Hennepin County auditor shall distribute to the city of Bloomington 
the additional areawide portion of the levy computed pursuant to this subdivision at the 
same time that payments are made to the other counties pursuant to ‘subdivision 7a. For 
property taxes payable from the year 2006 2009 through 2015 2018, the Hennepin 
County auditor shall adjust Bloomington’s contribution to the Ewide gross tax 
capacity upward each year by a value equal to ten percent of the total additional 
areawide levy distributed to Bloomington under this subdivision from 1988 to 1999, 
divided by the areawide tax rate for taxes payable in the previous year. 

EFFECTIVE DATE. This section effective E da_y following final enactment. 
Sec. 31. Minnesota Statutes 2004, section 477A.11, subdivision. 4, is amended to 

read: 

Subd. 4. OTHER NATURAL RESOURCES LAND. “Other natural resources 
land” means; 

61-) any other land presently owned in fee title by the state and administered by the 
commissioner, or any tax—forfeited land, other than platted lots within a city or those 
lands described under subdivision 3, clause (2), which is owned by the state and 
administered by the commissioner or by the county in which it is located: and 

Q9landleasedbythesmte£remtheUnitedStatesefAmei4eathreughtheUnfied 
Sm%sSeeretmyefAgéeulm£epursuamm$ifle£He£theBamdaeadJonesFarmTenam 

' '

. 

EFFECTIVE DATE. This section effective E % paid calendar year 2006 
and thereafter. 

Sec. 32. Minnesota Statutes 2004, section 477A.1l, is amended by adding a 
subdivision to read: 
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Subd. 5. LAND UTILIZATION PROJECT LAND. “Land utilization project 
land” means_land that is leased by the s_ta_t_e from gig United ‘States through E United 
§ta_tes Secreta_1y_oi‘+AQiculturejcciiding t_o TE IE o_f l:l1_<=, Bankhead Tprfl E133 
Tenant Act and tlgt is administered by the commissioner. 

EFFECTIVE DATE. This section effective {cg Es pa_id calendar year 2006 % thereafter. 
Sec. 33. Minnesota Statutes 2004, section 477A.l2, subdivision 1, is amended to 

read: 

Subdivision 1. TYPES OF LAND; PAYMENTS. (a) As an offset for expenses 
incurred by counties and towns in support of natural resources lands, the following 
amounts are annually appropriated to the commissioner of natural resources from the 
general fund for transfer to the commissioner of revenue. The commissioner of revenue 
shall pay the transferred funds to counties as required by sections 477A.1l to 

477A.145. The amounts are: 

(1) for acquired natural resources land, $3, as adjusted for inflation under section 
477A.145, multiplied by the total number of acres of acquired natural resources land 
or, at the county’s option three-fourths of one percent of the appraised value of all 
acquired natural resources land in the county, whichever is greater; 

(2) 75 cents, as adjusted for inflation under section 477A.145, multiplied by the 
number of acres of county—administered other natural resources land; and 

Q 7_5 cents, a_s adjusted E inflation under section 477A.145, multiplied QE 
total number of acres of land utilization project land; 

(3) §@ 37.5 cents, as adjusted for inflation under section 477A.145, multiplied by 
the number of acres of commissioner—administered other natural resources land located 
in each county as of July 1 of each year prior to the payment year. 

(b) The amount determined under paragraph (a), clause (1), is payable for land 
that is acquired from a private owner and owned by the Department of Transportation 
for the purpose of replacing wetland losses caused by transportation projects, but only 
if the county contains more than 500 acres of such land at the time the certification is 
made under subdivision 2.

‘ 

EFFECTIVE DATE Lie _S_‘3_‘Etifl is flw E E 2314 i_n. 2%? QQQ. 
aid thereafter. 

Sec. 34. Minnesota Statutes 2004, section 477A.l2, subdivision 2, is amended to 
read: 

Subd. 2. PROCEDURE. Lands for which payments in lieu are made pursuant to 
section 97A.06l, subdivision 3, and Laws 1973, chapter 567, shall not be eligible for 
payments under this section. Each county auditor shall certify to the Department of 
Natural Resources during July of each year prior to the payment year the number of 
acres of county—administered other natural resources land within the county. The 
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Department of Natural resources may, in addition to the certification of acreage, 
require descriptive lists of land so certified. The commissioner of natural resources 
shall determine and certify to the commissioner of revenue by March 1 of the payment 
year: 

(1) the number of acres and most recent appraised value of acquired natural 
resources land within each county; 

(2) the number of acres of cormnissioner-administered natural resources land 
within each county; and 

(3) the number of acres of county-administered other natural resources land 
within each county, based on the reports filed by each county auditor with the 
commissioner of natural resourcesé ag 
Q gig number pf acres 9_f land utilization project land within each county. 
The commissioner of transportation shall determine and certify to the commis- 

sioner of revenue by March 1 of the payment year the number of acres of land and the 
appraised value of the land described in subdivision 1, paragraph (b), but only if it 
exceeds 500 acres. 

The commissioner of revenue shall determine the distributions provided for in this 
section using the number of acres and appraised values certified by the commissioner 
of natural resources and the commissioner of transportation by March 1 of the payment 
year. 

EFFECTIVE DATE. This section effective fpr % E calendar year 2006 
and thereafter. 

Sec. 35. Minnesota Statutes 2004, section 477A.l4, subdivision 1, is amended to 
read: 

Subdivision 1. GENERAL DISTRIBUTION. Except as provided in subdivision 
2 or in section 97A.06l, subdivision 5, 40 percent of the total payment to the county 
shall be deposited in the county general revenue fund to be used to provide property 
tax levy reduction. The remainder shall be distributed by the county in the following 
priority:

’ 

(a) 37.5 cents, as adjusted for inflation under section 477A.145, for each acre of 
county-administered other natural resources land shall be deposited in a resource 
development fund to be created within the county treasury for use in resource 
development, forest management, game and fish habitat improvement, and recreational 
development and maintenance of county-administered other natural resources land. 
Any county receiving less than $5,000 annually for the resource development fund 
may elect to deposit that amount in the county general revenue fund; 

(b) From the funds remaining, within 30 days of receipt of the payment to the 
county, the county treasurer shall pay each organized township 30 cents, as adjusted for 
inflation under section 477A.145, for each acre of acquired natural resources land and 
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each acre of land described in section 477A.l2, subdivision 1, paragraph (b), and 7.5 
cents, as adjusted for inflation under section 477A.145, for each acre of other natural 
resources land and each acre of land utilization project land located within its 

boundaries. PayrI1e1_1ts—'f_c)I"natt§a1EesWr<:es lands not located ifin organized township 
shall be deposited in the county general revenue fund. Payments to counties and 
townships pursuant to this paragraph shall be used to provide property tax levy 
reduction, except that of the payments for natural resources lands not located in an 
organized township, the county may allocate the amount determined to be necessary 
for maintenance of roads in unorganized townships. Provided that, if the total payment 
to the county pursuant to section 477A.12 is not sufficient to fully fund the distribution 
provided for in this clause, the amount available shall be distributed to each township 
and the county general revenue fund on a pro rata basis; and 

(c) Any remaining funds shall be deposited in the county general revenue fund. 
Provided that, if the distribution to the county generallrevenue fund exceeds $35,000, 
the excess shall be used to provide property tax levy reduction. 

EFFECTIVE DATE. section effective f_or ai_d_s gfl calendar far 2006 
Ed thereafter. 

Sec. 36. Laws 1994, chapter 587, article 9, section 8, subdivision 1, is amended 
to read: 

Subdivision 1. TAX LEVIES. Notwithstanding Minnesota Statutes, section 
471.24, each of the following cities or towns is authorized to levy a tax and make an 
appropriation not to exceed $15,009 $25,000 annually to the Lakeview Cemetery 
Association, operated by the town of Iron Range, for cemetery purposes: the city of 
Coleraine, the city of Bovey, and each town which is a member of the cemetery 
association. 

EFFECTIVE DATE. This section effective E taxes levied 2005, payable 

E 2006, an_d thereafter. 
Sec. 37. REPORTS; STANDARDIZED ASSESSMENT AND CLASSIFICA- 

TION STANDARDS. 

Q Recognizing the importance of uniform and professional property tax 
assessment and classifirgtion practices, thh-e commissioner of revenue, in consultatE 
with approppr-fie stakeholder groups, shaT1_ develop and issue two reporE to the chairs @ house gird senate t:1_x committees. The refis shall—irIclude an_arHysis of 
existing practices and provide recommendzfions, where necessary, —for achievirfi 
higher quality E ufiorm assessments a_nd consistency of property classifications. 

£b_) E report E issued b_y February L 2006, gig address th_e 
following property types: - 

£_l_) agricultural land including ling enrolled fie green acres @ agricultural 
preserve programs (both high E 101 values); 
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Q rural woodlands including timber, seasonal residential recreational, agricul- 
tural aid residential property, aid lands used E Ere. production o_f short rotation woody 
crops; £1 ' 

Q2 resort property including class E £1 class ic seasonal residential recreational 
resorts. 

(c) The second report bf issued by February L 2007, a_nLi address t_h_e 
followihg property types: 

Q class id low—income rental housing property; 
9 lands enrolled state o_r federal conservation programs including t_h_e 

Conservation Reserve Program (CRP), Reinvest Minnesota (RlM) program, Ed 
Conservation Reserve Enhancement Program (CREP); 

92 residential u_se_ properties including seasonal residential recreational £1 
residential homestead and nonhomestead property; El 

_(fl commercial/industrial property. 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 38. CODE OF CONDUCT AND ETHICS; ASSESSORS. 
The commissioner of revenue is directed to develop a code of conduct and ethics 

for l\En-nesota assessors_to ensure_public cogfidence in fifty assessigit. The 
Emmissioner shall conslit with representatives of th? Minnesota AssociationTf 
Assessing Offi?I's, the State—l§>ard of Assessorsfafi any other groups that HE 
commissioner deems—appropriate. The— code must-i1dE1dfian—gTage that pfinog 
fairness and uniformity and recommalsgssment practices that do no—tpromote the 
perceptiofif a conflict of-interest. The code must be completeTandr&3mmendedTo 
the Minnesota_ State Bogd of Assegrsfi adoptmg by Janua1y_1_, 2006. This corE 
Est be presented as part_of the course—required by—Minnesot; Stamteficfi 
T7TOT7?5, pmagraphf _ — _ 

‘EFFECTIVE DATE. This section effective th_e day following final enactment. 
Sec. 39. DEVELOPNIENT AUTHORIZED. 
Dakota County Regional Railroad Authority may exercise the powers conferred 

by Minnesota Statutes, section 398A.04, to plan, es?)1ish, acquirydevelop, construct, 
;>_urchas_e, enlarge, extend, improve, maifiain, equip, operate, regulate, and protect a 
bus rapid transit system located within the Cedar Avenue transitway cofidor within 
Ekota County. The authority may, levy?» this purpose under Minnesota Statutes, 
section 398A.04,E1Bdivision _8_,?_>"gEten_tg?1i;vy authority Liar tl1_at subdivision 

no_t required t_o E used Q th_at levy year fir railroad purposes. 
EFFECTIVE DATE. Pursuant t_o Minnesota Statutes, section 645.023, subdivi- 

s_i9n paragraph £a)_, section effective without local approval E day following 
final enactment. 
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Sec. 40. ASSESSMENT; ASSISTED LIVING FACILITIES. 
The Department of Revenue shall inform assessors o_f the provisions under 

Minnesota Statutes, section 272.02, subdivision 1 g shall monitor changes that may 
occur in th_e assessment o_f assisted living facilities assessment years 2005 a_I1§ 2006. 

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

ARTICLE 2 

PROPERTY TAX AIDS AND CREDITS 

Section 1. Minnesota Statutes 2004, section 477A.011, subdivision 36, as 
amended by Laws 2005, chapter 38, section 1, and Laws 2005, chapter 151, article 4, 
section 8, is amended to read: 

Subd. 36. CITY AID BASE. (a) Except as otherwise provided in this subdivision, 
“city aid base” is zero. 

(b) 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 
(c), is also increased by $40,000 for aids payable in calendar year 1995 only, provided 
that: 

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

(ii) the city portion of the tax capacity rate exceeds 100 percent; and 

(iii) its city aid base is less than $60 per capita. 

(c) 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 located in a county, outside of the metropolitan area, which contains 
a city of the first class; 

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

(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. 
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(d) 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.O13, 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. 

(e) 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 percent 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. 
'(f) 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 percentagelfor 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 
commercial and industrial property in the city for assessment year 1998. 

(g) 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 cityvwould have been if the need 
increase percentage was 100 percent; and 

New language is indicated by underline, deletions by stsrikeeut:

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
2313 2005 FIRST SPECIAL SESSION Ch. 3, Art. 2 

(5) the city aid base of the city used in calculating aid under section 477A.0l3 is 
less than $7 per capita. 

(h) 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.0l3, 
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. 

(i) 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.O13 is 
less than $65 per capita; and 

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

(j) 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 coinmercial 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. 
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(k) 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.0l3, 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; 

p 

(3) the net levy of the city used in calculating 2000 aid under section 477A.0l3 
is greater than $240 per capita; and 

(4) the city received less than $36 per capita in aid under section 477A.0l3, 
subdivision 9, for aids payable in 2000. ‘ 

(1) 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.0l3‘, subdivision 9, paragraph (b) or ‘(c), is also increased in calendar year 2002 
only,‘ by an amount’ equal to the lesser of: 

(1)(i) 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. 

(In) 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.0l3, 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 percentage, as calculated for city aid payable in 
2001, was greater than 25 percent. * V 

(n) 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.0l3, 
subdivision 9, paragraph (c), is also increased by $150,000 in calendar year 2002 only, 
provided that: 

(1) the city had 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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(0) The city aid base for a city is increased by $200,000 beginning in calendar 
year 2003 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 
2003 only, provided that the city qualified for an increase in homestead and agiicultural 
credit aid under Laws 1995, chapter 264, article 8, section 18. 

(p) The city aid base for a city is increased by $200,000 in 2004 only and the 
maximum amount of total aid it may receive under section 477A.013, subdivision 9, 
is also increased by $200,000 in calendar year 2004 only, if the city is the site of a 
nuclear dry cask storage facility. 

(q) The city aid base for a city is increased by $10,000 in 2004 and thereafter and 
the maximum total aid it may receive under section 477A.013, subdivision 9, is also 
increased by $10,000 in calendar‘ year 2004 only, if the city was included in a federal 
major disaster designation issued on April 1, 1998, and its pre—l940 housing stock was 
decreased by more than 40 percent between 1990 and 2000. 

(1') The city aid base for a city is increased by $25,000 in 2006 only and the 
maximum total aid it may receive under section 477A.013, subdivision 9, is also- 

increased by $25,000 in calendar year 2006 only if the city had a population in 2003 
of at least 1,000 and has a state park for which the city provides rescue services and 
which comprised at least 14 percent of the total geographic area included within the 
city boundaries in 2000. 

Q T_llE E E a with a population less than 5,000 is increased in 
2006 and thereafter and the minimumgi maximum amo1H1t_o~f_toE1—l_211'—dit may receixm 

section is_a—li—ir1creased inlgtlendar year 2006 onfi firfirrrountequal to 
$6 mufifiied by iE population. 

— -W —— _ — j _ 

thereafter. 

Sec. 2. Minnesota Statutes 2004, section 477A.013, subdivision 8, is amended to 
read: 

Subd. 8. CITY FORMULA AID. In calendar year 2004 and subsequent years, 
the formula aid for a city is equal to the need increase percentage multiplied by the 
difference between (1) the city’s revenue need multiplied by its population, and (2) the 
sum of the city’s net tax capacity multiplied by the tax effort rate; and; the taconite aids 
under sections 298.28 and 298.282 to any city except a city directly impacted by a 

55 multiplied by the following percentages: 

(i) zero percent for aids payable in 2004; 

(ii) 25 percent for aids payable in 2005; 

(iii) 50 percent for aids payable in 2006; 

(iv) 75 percent for aids payableiin 2007; and 

(V) 100 percent for aids payable in 2008 and thereafter. 
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For purposes o_f subdivision, 3 directly impacted b_y a taconite mine g 
plant” means: Q Babbit, (_22 Eveleth, Q Hibbing, Q Keewatin, _(§2 Mountain Iron, Q Silver Bay, o_r Q Virginia. 
No city may have a formula aid amount less than zero. The need increase percentage 
must be the same for all cities. 

The applicable need increase percentage must be calculated by the'Department of 
Revenue so that the total‘ of the aid under subdivision 9 equals the total amount 
available for aid under section 477A.03 after the subtraction under section 477A.014, 
subdivisions 4 and 5. 

EFFECTIVE DATE. This section effective beginning with fig payable in 
2006. . 

' “ 
Sec. 3. Minnesota Statutes 2004, section 477A.03, subdivision 2a, is amended to. 

read: 

Subd. 2a. CITIES. For aids payable in 2004, the total -aids paid under section 
477A.013, subdivision 9, are limited to $429,000,000. For aids payable in 2005 and 
thereafter, the total aids paid under section 477A.013, subdivision 9, are inereased 
limited to $437,052,000. For aids payable in 2006 and thereafter, the total aids paid 
under section 477A.O13, subdivision a limited t_o $485,052,000. 

EFFECTIVE DATE. This section effective beginning with @ payable 
2006. 

Sec. 4. Minnesota Statutes 2004, section 477A.03, subdivision 2b, as amended by 
Laws 2005, chapter 151, article 4, section 12, is amended to read: 

Subd. 2b. COUNTIES. (a) For aids payable in calendar year 2005 and thereafter, 
the total aids paid to counties under section 477A.0124, subdivision 3, are limited to 
$100,500,000. Each calendar year, $500,000 shall be retained by the commissioner of 
revenue to make reimbursements to the commissioner of finance for payments made 
under section 611.27. For calendar year 2004, the amount shall be in addition to the 
payments authorized under section 477A.0124, subdivision 1. For calendar year 2005 
and subsequent years, the amount shall be deducted from the appropriation under this 
paragraph. The reimbursements shall be to defray the additional costs associated with 
court-ordered counsel under section 611.27. Any retained amounts not used for 
reimbursement in a year shall be included in the next distribution of county need aid 
that is certified to the county auditors for the purpose of property tax reduction for the 
next taxes payable year. 

(b) For aids payable in 2005 and 2006, the total aids under section 477A.Ol24, 
subdivision 4, are limited to $105,000,000. For aids payable in 2007 2006 and 
thereafter, the total aid under section 477A.0l24, subdivision 4, is 1}Bi?,d to 
$105,132,923. The commissioner of finance‘ shall bill the commissioner of revenue for 
the cost of preparation of local impact notes as required by section 3.987, notto exceed 
$207,000 in fiscal year 2004 and thereafter. The commissioner of education shall bill 
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the commissioner of revenue for the cost of preparation of local impact notes for school 
districts as required by section 3.987, not to exceed $7,000 in fiscal year 2004 and 
thereafter. The commissioner of revenue shall deduct the amounts billed under this 
paragraph from the appropriation under this paragraph. The amounts deducted are 
appropriated to the commissioner of finance and the commissioner of education for the 
preparation of local impact notes. 

EFFECTIVE DATE. This section effective fpr aid_s payable 2006 and 
thereafter. 

Sec. 5. 2005 AND 2006 CITY AID PAYMENTS. 
In 2005 gig 2006, market value credit reimbursements _f9_r Q city payable under 

Minngsota Statutes, section 273.1384, ye reduced by the dollar anfint of the 2003 
reduction in market value credit reimbursements for to I_4av_vs_2% First 
Special Session chapter 2L article i section Ecity’s 200§?>r_2006 market v% 
credit reimbursements E reduced t_o less than zero under this section. To E extent 
sufficient information is available on ezjifimerf date, th7,’commissio_1Er shall pay 
the annual 2005 and 2006 market vaIuec—nadit reimbursemtmt amounts, after i?dE:tE 
rider this sectiomo cities equal installments on the dates specifiecrif Minnesota 
Statutesfsection 2731384. 

_ — i — 
EFFECTIVE DATE. This section effective th_e (lg following final enactment. 

ARTICLE 3 

INCOME AND FRANCHISE TAXES 

Section 1. Minnesota Statutes 2004, section 289A.08, subdivision 1, is amended 
to read: 

Subdivision 1. GENERALLY; INDIVIDUALS. (a) A taxpayer must file a return 
for each taxable year the taxpayer is required to file a return under section 6012 of the 
Internal Revenue Code, except thati 

(1) an individual who is not a Minnesota resident for any part of the year is not 
requifed to file a Minnesota income tax return if the individual’s gross income derived 
from Minnesota sources as determined under sections 290.081, paragraph (a), and 
290.17, is less than the filing requirements for a single individual who is a full year 
resident of Minnesota;E 

(2) an individual who a Minnesota resident is r1_ot required to file a Minnesota 
incorieta_x return if _th_e individual’s gross income derived from Minnesbta sources as 
determined under section 290.17, less th_e amount of the individual’s gross income that 
consists o_f compensation t_o members o_f the 2171731‘ forces o_f tl1_e United States_o_7 
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United Nations E active duty performed outside Minnesota, lfi than the filing 
requirements fpr a single individual who a full—year resident 9: Minnesota. 

(b) The decedent’s final income tax return, and other income tax returns for prior 
years where the decedent had gross income in excess of the minimum amount at which 
an individual is required to file and did not file, must be filed by the decedent’s 
personal representative, if any. If there is no personal representative, the return or 
returns must be filed by the transferees, as defined in section 289A.38, subdivision 13, 
who receive property of the decedent. 

(c) The term “gross income,” as it is used in this section, has the same meaning 
given it in section 290.01, subdivision 20. 

EFFECTIVE DATE. This section effective fo_r taxable years beginning after 
December §1_, Z004. 

Sec. 2. Minnesota Statutes 2004, section 289A.08, subdivision 7, is amended to 
read: 

Subd. 7. COMPOSITE INCOME TAX RETURNS FOR NONRESIDENT 
PARTNERS, SHAREHOLDERS, AND BENEFICIARIES. (a) The commissioner 
may allow a partnership with nomesident partners to file a composite return and to pay 
the tax on behalf of nonresident partners who have no other Minnesota source income. 
This composite return must include the names, addresses, Social Security numbers, 
income allocation, and tax liability for the nonresident partners electing to be covered 
by the composite return. 

(b) The computation of a partner’s tax liability must be determined by multiplying 
the income allocated to that partner by the highest rate used to determine the tax 
liability for individuals under section 290.06, subdivision 2c. Nonbusiness deductions, 
standard deductions, or personal exemptions are not allowed. 

(c) The partnership must submit a request to use this composite return filing 
method for nonresident partners. The requesting partnership must file a composite 
return in the form prescribed by the commissioner of revenue. The filing of a 
composite return is considered a request to use the composite return filing method. 

(d) The electing partner must not have any Minnesota source income other than 
the income from the partnership and other electing partnerships. If it is determined that 
the electing partner has other Minnesota source income, the inclusion of the income 
and tax liability for that partner under this provision will not constitute a return to 
satisfy the requirements of subdivision 1. The tax paid for the individual as part of the 
composite return is allowed as a payment of the tax by the individual on the date on 
which the composite return payment was made. If the electing nonresident partner has 
no other Minnesota source income, filing of the composite return is a return for 
purposes of subdivision 1. 

(e) This subdivision does not negate the requirement that an individual pay 
estimated tax if the individual’s liability would exceed the requirements set forth in 
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section 289A.25. A composite estimate may, however, be filed in a manner similar to 
and containing the information required under paragraph (a). 

(f) If an electing partner’s share of the partnership’s gross income from Minnesota 
sources is less than the filing requirements for a nonresident under this subdivision, the 
tax liability is zero. However, a statement showing the partner’s share of gross income 
must be included as part of the composite return.’ 

(g) The election provided in this subdivision is not only available to any a partner 
other than who h_as no other Minnesota source income E who either (_1_) a fu11—year 
nonresident individual who has no other Minnesota source income or (2) a trust or 
estate that does not claim z_1 deduction under either section _6il_ g §6_1 of th_e Internal 
Revenue Code. 

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

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

(j) E the purposes 5% subdivision, “income” means the partner’s share of 
federaTadjusEl gross income from the partnership modified by th—e additions provided 
in section 290.01, subdivision %fiauses (6) to (9) and (ll),—and the subtractions 
};Trovided in: (i) section 290.01, subdivision 19—b, Jafi (T), It-crtlileeidemhe amount is 
assignablyorjllocable to Minnesota under @i—on 290.1_’7‘;‘a—nd__(1'i) article_Z section 4-, 
clause (l1).—The subtracfion allowed under section 290.01, sul§ii—v_ision 19b—:clause (9$ 
is on1yTovEd on the composite tax computation to the extent the elTting partE 
womhave lE—all_oT/ed _tl_1_e 

subtr§:'tion. 
_ — — 

EFFECTIVE DATE. This section effective for taé years ending after 

December 2, 2004. 
Sec. 3. Minnesota Statutes 2004, section 289A.08, subdivision 13, is amended to 

read: 

Subd. 13. LONG AND SHORT FORMS. The commissioner shall provide a long 
form individual income tax return and may provide a short form individual income tax 
return. The returns shall be in a form that is consistent with the provisions of chapter 
290, notwithstanding any other law to the contrary. The nongame wildlife checkoff 
provided in section 290.431 and the dependent care credit provided in section 290.067 
must be included on the short form. The commissioner must provide information on 
local use taxes in the individual incrne tax instruction booklet. The commission}; 
must Wivide tlns information in the saifit section of the boofet that provides 

g—t_l1__e__s§1§_g§et_a7&_ 
— —__ _ — —— 
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EFFECTIVE DATE. This section effective’ £35 taxable years beginning after 
December 3_1, 2004. « 

Sec. 4. Minnesota Statutes 2004, 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, and trusts must be paid on er befere the 
datesheseaammasebefiredfin4esseeaen2§97A;Tr&ssbaivisren2aquaner1y basis as 
estimated taxes under‘ section 289A.25 for partnerships and tr'usts_and under section 
289A.26 E S corporations. — —— 1 

(b) An employer who, during the previous quarter, withheld more than $1,500 of 
tax under section 290.92, subdivision 2a or 3, or 290923, subdivision 2, must deposit 
tax withheld under those sections with the commissioner within the time allowed to 
deposit the employer’s federal withheld employment taxes under Code of Federal 
Regulations, title 26, section 3l.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. 

(c) The commissioner may prescribe by rule other return 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. 

(cl) 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. 
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(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 for tax years beginning after 

December 1_3_1_,_ 2005. 

Sec. 5. Minnesota Statutes 2004, section 290.01, subdivision 6b, is amended to 
read: 

Subd. 6b. ‘FOREIGN OPERATING CORPORATION. The term “foreign 
operating corporation,” when applied to a corporation, means a domestic corporation 
with the following characteristics: 

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

(2) it is not a foreign sales corporation under section 922 of the Internal Revenue 
Code, as amended through December 31, 1999, for the taxable year; and 

(3) either (i) the average of the percentages of its property and payrolls, including 
th_e Q % share o_f unitary partnerships’ property and payrolls, assigned to 
locations the United States and the excluding the 
eemmenwealth of Puerte Rise and possessions of the United States, where the United 
States includes the District of Columbia and excludes the commonwealthwof Puerto 
Rico and possesjms o_f §1§_United Statefis determirfed under section 29-0191 or 
290.2(~),—is 20 80 percent or less more; or (ii) it has in effect a valid election under 
section 936 0fTh6 Internal Revenue Code; and 

(4) it has $1,000,000 of payroll and $2,000,000 of property, as determined under 
secticK2‘9tT91 or 290.20,Tl1_a_t are 1o”o&ed outside th—e United safes. If the domestic 
corporation E not live payrolfits determined uncg section» 290.191~or—2—90.20, but 
i_t 9_r partnerships Eve $1,000,000 for work, performed digctly for E 
domestic corporation or tk partnerships, outside the United States, til para—gr2Eh 
(3)(i) shall not require_payro1ls t_o E included E average calculation. 

EFFECTIVE DATE. This section is effective for tax years beginning after 

December 3_1, 2004. 

See. 6. Minnesota Statutes 2004, section 290.01, subdivision 7, is amended to 
read: 

Subd. 7. RESIDENT. (a) The term “resident” means any individual domiciled in 
Minnesota, except that an individual is not a “resident” for theperiod of time that the 
individual is 

eHenaefivedutystafienedeut§dee£MianesemwhHeinthearmed£ereesefthe 
UnitedStatesei=theUnitedNatiens;or 
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£29 a “qualified individua ” as defined in section 911(d)(1) of the Internal Revenue 
Code, if the qualified individual notifies the county within three months of moving out 
of the country that homestead status be revoked for the Minnesota residence of the 
qualified individual, and the property is not classified as a homestead while the 
individual remains a qualified individual. 

(b) “Resident” also means any individual domiciled outside the state who 
maintains a place of abode in the state and spends in the aggregate more than one-half 
of the tax year in Minnesota, unless: 

(I) the individual or the spouse of the individual is in the armed forces of the 
United States; or 

'(2) the individual is covered under the reciprocity provisions in section 290.081. 

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

The term “abode” means a dwelling maintained by an individual, whether or not 
owned by the individual and whether or not occupied‘ by the individual, and includes 
a dwelling place owned or leased by the individua1’s spouse. 

(c) Neither the commissioner nor any court shall consider charitable contributions 
made by an individual within or without the state in -determining if the individual is 
domiciled in Minnesota. 

EFFECTIVE DATE. This section effective Er E years beginning after 
December 2004. 

Sec. 7. Minnesota Statutes 2004, section 290.01, subdivision 19b, as amended by 
Laws 2005, chapter 151, article 6, section 13, 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) net interest income on obligations of any authority, commission, or instru- 
mentality of the United’ States to the extent includable in taxable income for federal 
income tax purposes but exempt from state income tax under the laws of the United 
States; 

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

(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 
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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 363A. 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, drivcr’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) income as provided under section 290.0802; 

(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 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; 

(7) 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; 

(8) 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(0) of the Internal Revenue Code minus national 
level foreign taxes to the extent they exceed the federal foreign tax credit; 

(9) in each of the five tax years immediately following the tax year in which an 
addition is required under subdivision 19a, clause (7), or 19c, clause (15), in the case 
of a shareholder of a corporation that is an S corporation, an amount equal to one—fifth 
of the delayed depreciation. For purposes of this clause, “delayed ‘depreciation?’ means 
the amount of the addition made by the taxpayer under subdivision 19a, clause (7), or 
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subdivision 19c, clause (15), in the case of a shareholder of an S corporation, minus 
the positive value of any net operating loss under section 172 of the Internal Revenue 
Code generated for the tax year of the addition. The resulting delayed depreciation 
cannot be less than zero; and 

(10) job opportunity building zone income as provided under section 469.3167; 

(11) the amount of compensation paid to members of the Minnesota National 
GuardE' ot—her reserve“ components of Efirlited States .11_1ili—t‘a1'y for active service 
performed in Minnesota, excluding angensation for services pergmed under the 
Active GuaId Reserve (AGR) program. For purposgof this clause, “active service” 
means (i) state active service as defined i11—section 19035,T1bdivision 5a, clause (1); 
(ii) fede-r_alTf-unded state actiE service 5 defined in section 190.05, s1$division_5.b_; 
;(iii) federal activegvice as defined insection 130.05, subdivision 5c, but “act% QR” excludes services performed exclusively Q purposes o_f —l;ls—ic_ combat 
training, advanced individual training, annual training, and periodic inactive duty 
training; special training periodically made available to 1138716 members; and serfig 
performed accordance section 190.08, subdivfiion

— 
(12) th_e amount o_f compensation paid t_o Minnesota residents who E members 

o_f th_e armed forces o_f E United States pr United Nations §)_r active duty performed 
outside Minnesota; E1 

(13) an amount, not to exceed $10,000, equal to qualified expenses related to a 
qua1i% ddnor’s dona—tEn,_whi1e living, of one or mdre of the qualified donor’s organs 
t_o another person for human organ transpEnTticm. For pmfies of this clause, “organ” 
means all or partbf an individual’s liver, pancre:E,_ kidney, intesEn—e, lung, or bone 
marrow; “Rafi orgin transplantation” means the medical procedure by—which 
transfer of a human organ is made from the body ofine person to the body (F another 
person; ‘7qu_alified expenses_” means unrehribursedexfises for boththe individual and 
th_e qualifieddonor for (i) travel, (ii) lodging, and (iii) lost wéEs'HE{&§ick pay, exaafi 
that such expensesTn:§ be subhta-cted unde—rIt—h~i-syclamse on1y—o1_1c—e_;TclT1ua1ified 
$rio—r;Tneans the infidlfil or the individual’s:dependent,K defined iTsection 152 
of the Internal Revenue Code.—AEndividua1 may claim the E1btraction_in this clan? 
Ere—ach instance of organ donatbn for transplafition duifig the taxable y_eaT1 which EIECE wk E _ _ _I 

EFFECTIVE DATE. This section effective E tjlx years beginning after 
December g 2004. 

See. 8. Minnesota Statutes 2004, section 290.067‘, subdivision 1, is amended to 
read: 

Subdivision 1. AMOUNT OF CREDIT. (a) A taxpayer may take as a credit 
against the tax due from the taxpayer and a spouse, if any, under this chapter an amount 
equal to the dependent care credit for which the taxpayer is eligible pursuant to the 
provisions of section 21 of the Internal Revenue Code subject to the limitations 
provided in subdivision 2 except that in determining whether the child qualified as a 
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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 chi1d’s parent, 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 ca1'e of a child of the same age for the same number of hours of care. 

(c) If a married couple: 

(1) has a child who has not attained the age of one year at the close of the taxable 
year; 

(2) files a joint tax return for the taxable year; and 

(3) does not participate in a dependent care assistance program as defined in 
section 129 of the Internal Revenue Code, in lieu of the actual employment related 
expenses paid for that child under paragraph (a) or the deemed amount under paragraph 
(b), the lesser of (i) the combined earned income of the couple or (ii) 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: 

(I) 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 thereturn 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 hasiearned income 
not subject to tax under this chapter including earned income excluded pursuant to 
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section 290.01, subdivision 19b, clause (-11) (10), 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 c1aimant’s spouse from Minnesota sources bears 
to the total earned income of the claimant and the claimant’s spouse. 

Eor residents of Minnesota, th_e subtractions 33 military pg under section 290.01, 
subdivision 19b, clauses Q £1 (12), g n_ot considered “earned income nit subject 
to tax under this chapter.” 

EFFECTIVE DATE. This section effective E tfl years beginning after 
December 3_1_, 2004.

0 

. Sec. 9. Minnesota Statutes 2004, section 290.0671, subdivision 1, is amended to 
read: 

Subdivision 1. CREDIT ALLOWED. (a) An individual is allowed a credit 
against the tax imposed by this chapter equal to a percentage of earned income. To 
receive a credit, a taxpayer must be eligible for a credit under section 32 of the Internal 
Revenue Code. ' 

(b) For individuals with no qualifying children, the credit equals 1.9125 percent 
of the first $4,620 of earned income. The credit is reduced by 1.9125 percent of earned 
income or modified adjusted gross income,, whichever is greater, in excess of $5,770, 
but in no case is the credit less than zero. 

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the 
first $6,920 of earned income and 8.5 percent of earned income over $12,080 but less 
than $13,450. The credit is reduced by 5.73 percent of earned income or modified 
adjusted gross income, whichever is greater, in excess of $15,080, but in no case is the 
credit less than zero. - 

(d) For individuals with two or more qualifying children, the credit equals ten 
percent of the first $9,720 of earned income and 20 percent of earned income over 
$14,860 but less than $16,800. The credit is reduced by 10.3 percent of earned income 
or adjusted gross income, whichever is greater, in excess of $17,890, but in 
no case is the credit less than zero. 

(e) For a nonresident or part-year resident, the credit must be allocated based on 
the percentage calculated under section 290.06, subdivision 2c, paragraph (e). . 

(D For a person who was a resident for the entire tax year and has earned income 
not subject to tax under this chapter, including income excluded under section 290.01, 
subdivision 19b, clause (—1-1-) (10), the credit must be allocated based on the ratio of 
federal adjusted gross incomeijiuced by the earned income not subject to tax under 
this chapter over federal adjusted gross income. E purposes-9_f paragraph, the 
subtractions 9 military 3 under section 290.01, subdivision 19b, clauses (11)E 
(12), £13 ncg considered “earned income no_t subject t_o tg under chapter.” 

Cg) For tax years beginning after December 31, 2001, and before December 31, 
2004, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
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paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $1,000 for married taxpayers filing joint returns. 

(h) For tax years beginning after December 31, 2004, and before December 31, 
2007, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (cl), after being adjusted for inflation under subdivision 7, are each increased 
by $2,000 for married taxpayers filing joint retums. 

(i) For tax years beginning after December 31, 2007, and before December 31, 
2010, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $3,000 for married taxpayers filing joint returns. For tax years beginning after 
December 31, 2008, the $3,000 is adjusted annually for inflation under subdivision 7. 

(j) The commissioner shall construct tables showing the amount of the credit at 
various income levels and make them available to taxpayers. The tables shall follow 
the schedule contained in this subdivision, except that the commissioner may graduate 
the transition between income brackets. 

EFFECTIVE DATE. section effective E tfi years beginning after 

December 3_1, 2004. 

Sec. 10. Minnesota Statutes 2004, section 290.0674, subdivision 2, is amended to 
read: 

Subd. 2. LIMITATIONS. (a) For claimants with ' income not greater than 
$33,500, the maximum credit allowed for a family is $1,000 per qualifiying ehild and 
$2;000 per family multiplied by the nT1ihber of qualifying children in kindergarten 
through grade 1_2 in the ramiiyiiefieea is eneEee1 for education-related expenses for 
elaimantswth income greater than $37-500: The maximum credit per child for 
families one qualifying child in kindergarten through grade 12 is reduced by$I 
for each $4 ofho_usehold income over $33,500, and the maximum cfiedit per family for 
families with two or more qualifying children in kindergarten through grade 12_i_s 
reduced b_37$2f—or each $4 of household income_over $33,500, but in no case is——the 
credit less than zero. 

For purposes of this section “income” has the meaning given in section 290.067, 
subdivision 2a. In the case of a married claimant, a credit is not allowed unless a joint 
income tax return is filed. 

(b) For a nonresident or part-year resident, the credit determined under subdivi- 
sion l and the maximum credit amount in paragraph (a) must be allocated using the 
percentage calculated in section 290.06, subdivision 2c, paragraph (e). 

EFFECTIVE DATE. This section effective E taxable years beginning after 
December _3_l, 2004. 

Sec. 11. Minnesota Statutes 2004, section 290.091, subdivision 2, is amended to 
read: 
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Subd. 2. DEFINITIONS. For purposes of the tax imposed by this section, the 
following terms have the meanings given: 

(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 charitable contribution deduction under section 170 of the Internal Revenue 
Code: 

Q E taxable years beginning before January L 2006, to the extent that the 
deduction exceeds 1.0 percent of adjusted gross income; as defined; 

@ for taxable years beginning after December 3_1, 2005, t_o th_e f_u_l_1 extent _o_ftl1_e 
deduction. 

l_“gr_ purposes o_f clause, “adjusted gross income” IE E meaning given in 
section 62 of the Internal Revenue Code; 

(ii) the medical expense deduction; 

(iii) the casualty, theft, and disaster loss deduction; and 

(iv) the impairment-related work expenses of a disabled person; 

(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); 

(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 

(6) the amount of addition required by section 290.01, subdivision 19a, clause (7); 
less the sum of the amounts determined under the following: 

(1) interest income as defined in section 290.01, subdivision 19b, clause (1); 
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(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, clauses (-10) and (-1-1) (9_) t_o 

In the case of an estate or trust, alternative minimum taxable income must be 
computed as provided in section 59(0) of the Internal Revenue Code. 

(b) “Investment interest” means investment interest as defined in section 
l63(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. 
EFFECTIVE DATE. section effective Q taxable years beginning after 

December 3_1, 2004. 

See. 12. Minnesota Statutes 2004, section 290.0922, subdivision 2, is amended to 
read: 

Subd.‘ 2. EXEMPTIONS. The following entities are exempt from the tax 
imposed by this section: 

(1) corporations exempt from tax under section 290.05; 

(2) real estate investment trusts; 

(3) regulated investment companies or a fund thereof; and 

(4) entities having a valid election in effect under section 860D(b) of the Internal 
Revenue Code; 

(5) town and farmers’ mutual insurance companies; 

(6) cooperatives organized under chapter 308A o_r 308B that provide housing 
exclusively to persons age 55 and over and are classified as homesteads under section 
273.124, subdivision 3; and 

(7) an entity, if for the taxable year all of its property is located in a job 
opportunity building zone designated under section 469.314 and all of its payroll is a 
job opportunity building zone payroll under section 469.310. 
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Entities not specifically exempted by this subdivision are subject to tax under this 
section, notwithstanding section 290.05. 

EFFECTIVE DATE. This section effective for tax years beginning after 
December 3_1, 2004. 

See. 13. Minnesota Statutes 2004, section 290.191, subdivision 2, is amended to 
read: 

Subd. 2. APPORTIONIVIENT FORMULA OF GENERAL APPLICATION. 
(a) Except for those trades or businesses required to use a different formula under 
fiadivision 3 or section 290.36, and for those trades or businesses that receive 
permission to use some other method under section 290.20 or under subdivision 4, a 
trade or business required to apportion its net income must apportion its income to this 
state on the basis of the percentage obtained by taking the sum of: 

(1) 175 the percent for the sales factor under paragraph (b) of the percentage which 
the sales rnzfi within tlfs sTateE:<Eecti—oT1_v_vith the tradefir business during the tax 
period are of the total sales wherever made in connection with the trade or business 
during the tax period; 

(2) 145 the percent for the property factor under paragraph (b) of the percentage 
which the totaltangible pr-c_>p_e_1'ty used by Rxpafer in this statefiin connection with 
the trade or business during the tax period is of the total tangible property, wherever 
located, used by the taxpayer in connection with the trade orlbusiness during the tax 
period; and - 

(3) -12% the percent for the payroll factor under paragraph (b) of the percentage 
which the tax;Tayer’s tota1—payrolls paid 6F§fiEu$1in this state? paid in respect to 
labor performed in this state in connection with the trade or business during the tax 
period are of the taxpayer’s total payrolls paid or incurred in connection with the trade 
or business during the tax period. 

(b) For purposes of paragraph (a) and subdivision 3, the following percentages 
taxable E/Ears specified?‘ 

—— —— 
Taxable years Sales factor Property Payroll 
beginning fir factor factor 
during calendar percent percent 
955?‘ '_‘_ E 

2007 78 11 11 ‘m E “9‘.5 —9.5 W E 3- if E E E E-_5_ 

2011 90 5 5 E E7 3'3 33 
2013 96 2 2 
'2'(T1'4 and E 170 Q g 
calencw years 
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EFFECTIVE DATE. This section effective fcg tax years beginning after 

December 3_1, 2006. 
Sec. 14. Minnesota Statutes 2004, section 290.191, subdivision 3, is amended to 

read: 

Subd. 3. APPORTIONMENT FORMULA FOR FINANCIAL INSTITU- 
TIONS. Except for an investment company required to apportion its income under 
section 290.36, a financial institution that is required to apportion its net income must 
apportion its net income to this state on the basis of the percentage obtained by taking 
the sum of: 

(1) 57-5 the percent for the sales factor under subdivision 2, paragraph (b), of the 
percentage V71-ich the rejilfi from within this state in connection with the-Eade or 
business during the tax period are of the total receipts in connection with the trade or 
business during the tax period, from wherever derived; 

(2) 19:5 E percent Q the property factor under subdivision 2, paragraph (b), of 
the percentage which the sumbf the total tangible property used by—t_he taxpayer Fthis 
state and the intangible property owned by the taxpayer and attributed to this state in 
connection with the trade or business during the tax period is of the sum of the total 
tangible property, wherever located, used by the taxpayer and the intangible property 
owned by the taxpayer and attributed to all states in connection with the trade or 
business during the tax period; and 

(3) file percent lg Q3‘ payroll factor under subdivision 2, paragraph _(bL of 
the percentage which the taxpayer’s total payrolls paid or incu1red_in this state or paid 
in respect to labor performed in this state in connection with the trade or business 
during the tax period are of the taxpayer’s total payrolls paid or incurred in connection 
with the trade or business during the tax period. 

EFFECTIVE DATE. This section effective 9 tax years beginning after 
December §_1_, 2006. 

Sec. 15. Minnesota Statutes 2004, section 290.9705, subdivision 1, is amended to 
read: 

Subdivision 1. WITHHOLDING OF PAYMENTS TO OUT-OF-STATE 
CONTRACTORS. (a) In this section, “person” means a person, corporation, or 
cooperative, the state of Minnesota and its political subdivisions, and a city, county, 
and school district in Minnesota. 

(b) A person who in the regular course of business is hiring, contracting, or having 
a contract with a nonresident person or foreign» corporation, as defined in Minnesota 
Statutes 1986, section 290.01, subdivision 5, to perform construction work in 
Minnesota, shall deduct and withhold eight percent of every payment cumulative 
calendar year payments to the contractor if the eentraet-; exceeds er can reasonably be 
expeeted—te_exeeed siotgooo which exceed $50,000. 
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EFFECTIVE DATE. This section effective Q payments made after Decem- 
1Ler & 2005. 

Sec. 16. Minnesota Statutes 2004, section 298.01, subdivision 3, is amended to 
read: 

Subd. 3. OCCUPATION TAX; OTHER ORES. Every person engaged in the 
business of mining or producing ores in this state, except iron ore or taconite 
concentrates, shall pay an occupation tax to the state of Minnesota as provided in this 
subdivision. The tax is determined in the same manner as the tax imposed by section 
290.02, except that sections 290.05, subdivision 1, clause (a), and 290.17, subdivision 
4, and 290.191, subdivision 2, do not apply. A person subject to occupation tax under 
thirection shall apportion iE net income §—the basis of the percentage obfined by 
Elana $112 w °_f= _ _ _ — _ _ 
Q E percent o_f th_e percentage which E sales made within state 

connection with E trade E business during tl'1_e tzg period E o_f fie total sales 
wherever made connection with t_h_e trade pr business during E t21_x period; 
Q 12.5 percent o_f th_e percentage which th_e total tangible property used b_y th_e 

taxpayer state connection with th_e trade Q business during fie tax period 
of the total tangible property, wherever located, used by th_e taxpayer connection 
with th_e trade 93 business during _tE ta_x period;g 
Q 12.5 percent o_f th_e percentage which th_e taxpayer’s total payrolls paid gr 

incurred state or paid respect t_o labor performed state connection 
with @ trade _c_)r business during the tax period fie of the taxpayer’s total payrolls paid 
_<§ incurred in connection with the trade or business during E ta_x period. 

The tax is in addition to all other taxes. 

EFFECTIVE DATE. This section effective E tfl years beginning after 
December 3_1, 2006. 

Sec. 17. Minnesota Statutes 2004, section 298.01, subdivision 4, is amended to 
read: 

Subd. 4. OCCUPATION TAX; IRON ORE; TACONITE CONCENTRATES. 
A person engaged in the business of mining or producing of iron ore, taconite 
concentrates or direct reduced ore in this state shall pay an occupation tax to the state 
of Minnesota. The tax is determined in the same manner as the tax imposed by section 
290.02, except that sections 290.05, subdivision 1, clause (a), and 290.17, subdivision 
4, and 290.191, subdivision 2, do not apply. A person subject to occupation tax under 
this_s—ection shall apportion its net income on_the basis of the percentage obE1ed by Eng Lb: £21 °_f= _ _ _ — " " — 

Q2 percent gr‘ the percentage which E sales made within state 
connection with the trade or business during the tax period are of the total sales 
wherever made connection with me trade E business during E tag period; 
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(2) 12.5 percent of the percentage which the total tangible property used by the 
taxpa%r—i—n_t_his state iFco—nnection with the traE<>T1siness during the t§§3e%fi 
of the total t2Tng_il>1—e1§operty, wher% Eca—tedT£:_cl_ by the taxpayer—i_n-eonnectioh‘ 
with—IhTrade o_r business during th_e t_a_x period; ffl 

I“- 
(3) 12.5 percent of thepercentage which the taxpayer’s total payrolls paid or 

incurired minis state or_pE in respect to labor Eefformed in flTstate in connerticm 
with the t17acE)1'l)—u-s.ine_ssT11'ing the tax pericfiare of the taxpayer’st—m§11payrol1s pay 
@rFrred i_n—c‘onnection tl_1T_=,—t1Ee g business fling Q13 gpefiod. 

The tax is in addition to all other taxes. 

EFFECTIVE DATE. section effective for ta_x years beginning after 

December §l_, 2006. 

ARTICLE 4 

FEDERAL UPDATE 

Section 1. Minnesota Statutes 2004, 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 45; 2003 April E 2005. 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 2. Minnesota Statutes 2004, section 290.01, subdivision 19, as amended by 

Laws 2005, chapter 1, section 1, 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, incoiporating the federal effective dates of 
changes t_o the Internal Revenue Code and any electionrmade by the taxpa—ye-r-E 
accordance with the Internal Revenue Code_in determining federal taxable income for 
federal income tax purposes, and with the modifications provided in subdivisions 19a 
to 19f. 

In the case of a regulated investment company or a fund thereof, as defined in 
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; 
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(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 
undisttibuted capital gains which the regulated investment company elects to have 
treated as provided in section 852(b)(3)(D) of the Internal Revenue Code. 

The net income of a real estate investment trust as defined and limited by section 
856(a), (b), and (c) of the Internal Revenue Code means the real estate investment trust 
taxable income as defined in section 857(b)(2) of the Internal Revenue Code. 

The net income of a designated settlement fund as defined in section 468B(d) of 
the Internal Revenue Code means the gross income as defined in section 468B(b) of 
the Internal Revenue Code. 

$heprevisiensefseefienslH3€a);lH%l%O6€a9;4%4%{a9;4402€a);l4Q3{a% 
M43;l4§0;4§9}éa);l6Q§;l6l}€a9;l6}2:l6l6;l6l%l494G%md44Q4ém9ofthe 

lG9l(a)and(b);l0927l903;l0l27lOl3;l9l47l96%lQ627lQ8%l984€b%l98é, 

l604(d)€19e£the¥a*payerReHe£Aetefl99%PubHeLawl9§%4¢thepmvisiemof 
seeéen69l0e£theIntemalRevenueSeHLieeRestmemfingandRefeHnAete£l99& 

The Internal Revenue Code of 1986, as amended through December 34-, 4-996 
April E 2005, shall be in effect for taxable years beginning after December 31, 1996. 
lG94;lG0§;l9§2¢lG63;l984éa}and(e);}0S%44427H4hl%D47H44éa)and€b); 

l69l(d9;(efi€t%andé)andl69%€a%éb%(e}and(e)efthe¥a*payerRefiefAetef 
l99%BubheLawl95%4;theprevisieme£seefiens60G47600§;69l27é94%;69l§; 
60l6;¥Q027and¥093o£theIntemalRevenueSeH4eeRestmemfingandRefeHnAet 
efl-998;PublieLawl05—%O6;theprevisiense£seetien3Q0le£theGmnibus 

GeHeetiemAete£l99%PubHeLawl06%6;andtheprevésiense£seeéen3l6efthe 

1Phe1nternalRevenueGedeefl986;asamendedth£eughDeeember3—17l99% 
shaHbeinefieetfe¥ta*ableyea:Esl9eginniaaga£Ee£Deeembe¥34;—L997: 
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$hepm¥lsiensefseetlens§002;69@9;6014:and1004e£$heInce£nalReveaae 
Sewieelréestlueturlng and Refe1=mAete£4-998;l2ub1ieLaw ~105—206;£l=le previsiensefi 
seetien90}0e£the$ranspevtafienEquityAe%£e££he%1stGentul§ePubfieLm# 
l0§448;$hep£ev$iensefseeéemlG04=40021and53O4e££he0mnlbusGenseHdw 
tienanel Emergeney Supplemental Apprepniat-iensAet—, —1—999;PH:blieI=a:wJ}9§—27—’7—,lehe 
pwviQenefseefien303e£meRieleyRayHemephflmRelie£FundAetef}99&BubHe 
LawJ:9§-369;%heprev4siense15seetiens—53Q.—,5?>4;5€»é,§3%and§38e£theTiekette 
WefleandWefleIneenfiwsknpwvementAete£4999;Pub1ieLaw40é—440;£he 
pre¥isienseftheInstallmen£3£a;eGe1ereeteienAe€ef%O90;RulalieI=a:w-1»06§573;ane1t~he 
pwvieieme£seefien309e£%heGemeHdatedApprep14a$ienAetef%99hPubheLaw 
406é54;shallbeeemeeffeetiveaHhe£lmeflaeybeeemeef£eefive£esfederal pH-l=p9SéS= 

ThelntemalRevenueG9dee£4986;asmnendedthreughDeeember3474998; 
shallbeine£feetfeHaaeab1eyea£sbeginningafte£Deeember3l14—998: 

$hepm¥ieiemef%heFSGRepea1anéBxt£ate1¥im14a1IneemeExelusienAetef 
%000;llublleLaw~}06—51-9;andtheprevisiene£see%len44%e£%heJebéreatienand 
SA@flcesAssismn%Aetef%0927BubfieLaw40l}4%shaHbec—emeefie%weaHhe&me 
it beeame effeetwe fete afedeval puspeses: 

51“-he Internal Revenue Cede efi 4986; as amended tlweeugh Deeember 3—1—, 4-999; 
sha1lbeineffeet£eHaxab1eyeaEsbeglnningafte£Deeembe£34:4—999:Z3hepEevLisiens 
efseefiens 306 and 4(1)} eflehe Gensel-ie1atedApprep+'iat+‘enAete£%904-,Pul91ieLaw 
&0é§54;md¥hepmvis&enefseefien632(b)é2)$49ef£heEeenenfieGmwGaaad¥ax 
RefiefReeeneiliatbnAe£e£2O94:Pub§eLmN40¥4é,and§mvisiemefseeéem4Q$ 
and402e£theJebGreatienandX&%fieerAssiscaneeAae£2902;PubheLaw40$M% 
shallbeeemeefifeetivealethe same time i€beeameeffeetive£e1=£ede5alpu=q9eses= 

5PheIn£ema4RevenueGedeefl—986;asamended%hreu-ghDeeember31:20Q0; 
shaHbeinefie%£ermxab1eyeambegianmga£w¥D%embe£34;%00&$hep£e¥ieiens 
efs%fiem6§9aand6lLeftheEeenemieG£ew%handIaxReHe£Reeeneiliael9nAet 
e£2G01;PubHeLaw407—}6;theprevisiensefseetiens}G4§$0§;and444e£the 
¥ieémse£$eHefismTaxReHe£Aete£%09l7Bub§eLaw49$434;andthep¥e¥isiens 
e£seeemm%9174&3;443;aad606e£theJebGreafienandWeflee&AssismneeAete£ 
2G02;PublieLaw49lM%shaHb%emeeffeefi¥ea£thesaneéme#beeamee€feefi¥e 
ferfederalpufiaeses: 

1PheIntema1RevenueGedeef4-986;asamenéeé%h¥eughMm‘eh4é;2092;shaH 
beineffeet£erta*ab1eyem=sbeginningafterDeeember347%091w 

A 

fllhepreviséeneefseetiens-L04-ane1J:9§£efthe¥ie$imse£iPer1=e14em1PaxRe14e£Aet 
ef2001~,Pula1ieLaw$07-1%4—,sha1lbeeemeeffeeei¥ea£%hesame$i-meiflaeeemes 
effeetive fer fiedesal puspeses= 

5PheIntemalRevenueGedee£}986;asamendedQareughJunel§,2093;shaHbe 
meffeee£erm*ableyea£sbeginmnga£terDeeembe£317209%Thep£eflsiense£ 
see&ien%9%e£theJebsandGmwthTmeRefiefandReeeneflia6enAe£ef%093;H£7 
27i£#Eenaetedm%law;wee££eefiveM%hewmefime#bewmee£feefive£e¥£ederal 
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purp%e&¥heprowsieme£theAetofJanuary%2005,PubEeLawl99—hmaeeelerme 

purposes and apply to the subtraction under 4919; elause 67% 
Except as otherwise provided, references to the Intemal Revenue Code in 

subdivisions 4:93 19 to J.-9g 19f mean the code in effect for purposes of determining net 
income for the applicable 3X=:a_r. 

EFFECTIVE DATE. This section effective th_e dzg following final enactment. 
Sec. 3. Minnesota Statutes 2004, section 290.01, subdivision 19a, as amended by 

Laws 2005, chapter 151, article 6, section 12, 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: 

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

(ii) exempt-interest -dividends as defined in section 852(b)(5) of the Internal 
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 all 
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 
85l(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 or sales and use taxes paid or accrued within the taxable 
year under this chapter and thefamountgtfias based on net income paid or sales and 
use taxes paid to any other state or to any province or territory of Canada, tdtH,—5(t?t mmed a_s-adeduction under section 63(d) of the Internal Revenue Code, but the 
addition may not be more than the amount by which the itemized deductions as 
allowed under section 63(d) of the Internal Revenue Code exceeds the amount of (i) 
the standard deduction as defined in section 63(c) of the Internal Revenue Code minil-s 
(ii) any addition required under clause (10). For the purpose of this paragraph, the 
dEal1Tvvance of itemized defidlrions undergection 68 of the Internal Revenue Code of 
1986, income or Lies E use tax is the last itemized deduction disallowed; 

(3) the capital gain amount of a lump sum distribution to which the special tax 
under section ll22(h)(3)(B)(ii) of the Tax Reform Act of 1986, Public Law 99-514, 
applies; 
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(4) the amount of income taxes paid or accrued within the taxable year under this 
chapter and taxes based on net income 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 
other than expenses or interest used in computing net interest income for the 
subtraction allowed under subdivision 19b, clause (1); 

(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. For purposes of this clause, if the taxpayer has an activity that 
in the taxable year generates a deduction for depreciation under section 168(k) and the 
activity generates a loss for the taxable year that the taxpayer is not allowed to claim 
for the taxable year, “the depreciation allowed u11der section 168(k)” for the taxable 
year is limited to excess of the depreciation claimed by the activity under section 
168(k) over the amount of the loss from the activity that is not allowed in the taxable 
year. In succeeding taxable years when the losses not allowed in the taxable year are 
allowed, the depreciation under section 168(k) is allowed; 

Q 8_0 percent of me amount by which E deduction allowed by section 1_7_9_ o_f 

th_e Internal Revenue Code exceeds th_e deduction allowable by section Q g th_e 
Internal Revenue Code of 1986, as amended through,December 3_1, 2003; 

Q) t_o Ere extent deducted computing federal taxable income, ti: amount g E12 
deduction allowable under section 199 of the Internal Revenue Code; 

(10) for tax years beginning after December 31, 2004, to the extent deducted in 
computing federal taxable income, th_e amount E which_@_ standard deductio—n 

allowed under section 63(c) o_f th_e Internal Revenue Code exceeds th_e standard 
deduction allowable under section 63(0) of the Internal Revenue Code of 1986, § 
amended through December 3_1, 2003; ail 

g_1__)_ th_e exclusion allowed under section 139A o_f th_e Internal Revenue Code f_or 
federal subsidies E prescription drug plans. 

EFFECTIVE DATE. This section effective for ta_x years beginning after 

December 3_l, 2004, except th_e changes clause (_2_) are effective E E15 years 
beginning after December §L 2003. 

See. 4. Minnesota Statutes 2004, section 290.01, subdivision 19b, as amended by 
Laws 2005, chapter 151, article 6, section 13, is amended to read: 

Subd. 19b. SUBTRACTIONS FROM FEDERAL TAXABLE INCOME. For 
individuals, estates, and trusts, there shall be subtracted from federal taxable income: 
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(1) net interest income on obligations of any authority, commission, or instru- 
mentality of the United States to the extent includable in taxable income for federal 
income tax purposes but exempt from state income tax under the laws of the United 
States; 

(2) if included in federal taxable income, the amount of any overpayment of 
income tax to Minnesota or to any other state, for any previous taxable year, whether 
the amount is received as a refund or as a credit to another taxable y'ear’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 363A. 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) income as provided under section 290.0802; 

(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 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 
over $500 allowable as a deduction for the taxable year under section l70(a) of the Emal Revenue Code over $500 and under £19 provisions o_f Public Ll 109-1; 

(7) 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; 
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(8) 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 
canyover 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(0) of the Internal Revenue Code minus national 
level foreign taxes to the extent they exceed the federal foreign tax credit; 

(9) in each of the five tax years immediately following the tax year in which an 
addition is required under subdivision 19a, clause (7), or 19c, clause (15), inlthe case 
of a shareholder of a corporation that is an S corporation, an amount equal to one~fifth 
of the delayed depreciation. For purposes of this clause, “delayed depreciation” means 
the amount of the addition made by the taxpayer under subdivision 19a, clause (7), or 
subdivision 19c, clause (15), in the case of a shareholder of an S corporation, minus 
the positive value of any net operating loss under section 172 of the Internal Revenue 
Code generated for the tax year of the addition. The resulting delayed depreciation 
cannot be less than zero; and 

(10) job opportunity building zone income as provided under section 469.316:3 Q each o_f the Q3‘ t-_ax years immediately following the Ex §_/gar whichE 
addition is required under subdivision _1_9_a_, clause @ o_r _l_9& clause (16), the case 
of a shareholder pf a corporation that is an S corporation, an amount equal to one-fi-E 
9__ftli_e addition made b_y_ fie taxpa3Tr Endeifsubdivision 19_a, clause (8), or I90, clause 
(16), in the case of a shareholder of a corporation IE 51 S co1*pc—>?atio~r1,_x-ninus the 

fly n_e_t operatingloss under section 172_oftl1Te Internal Revenue CLE 
generated for tI1_e_tzE year of the ad_chti—o1—1.—Ifihe neto1Eath1g—E>ss exceeds the 

fg th_e m_x7eE_§?ubtfacHoFis n_o_t al1ow—ed—1-Jnder claus?;_ E151 
—_ 

(12) t_o E extent included in federal taxable income, compensation paid to a 
nonresident who a service member as defined in United States Code, title 10, section 
10l(a)(5), 9 military service a_s defined fig Service Member Cir/—i1_l?eIief /3:2 
Public Law 108-189, section 101(2). 

EFFECTIVE DATE. This section is effective for tax years beginning after 

December Q 2004, except th_e change tg clause ef—fe‘ct% E E years beginning 
after December §l_, 2003. 

Sec. 5. Minnesota Statutes 2004, section 290.01, subdivision 19c, as amended by 
Laws 2005, chapter 151, article 6, section 14, 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 coiporation to 
Minnesota, another state, a political subdivision of another state, the District of 
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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 instmmentalities; 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 Intemal 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; 

(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 deducted 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, 1985, 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 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; 

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

(14) any increase in subpart F income, as defined in section 952(a) of the lntemal 
Revenue Code, for the taxable year when subpart F income is calculated without regard 
to the provisions of section 614 of Public Law 107-147; and 

(15) 80 percent of the depreciation deduction allowed under section 168(k)(1)(A) 
and (k)(4)(A) of the Internal Revenue Code. For purposes of this clause, if the taxpayer 
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has an activity that in the taxable year generates a deduction for depreciation under 
section 168(k)(1)(A) and (k)(4)(A) and the activity generates a loss for the taxable year 
that the taxpayer is not allowed to claim for the taxable year, “the depreciation allowed 
under section 168(k)(1)(A) and (l<)(4)(A)” for the taxable year is limited to excess of 
the depreciation claimed by the activity under section l68(k)(1)(A) and (k)(4)(A) over 
the amount of the loss from the activity that is not allowed in the taxable year. In 
succeeding taxable years when the losses not allowed in the taxable year are allowed, 
the depreciation under section 168(k)(1)(A) and (k)(4)(A) is allowed; 

(L6) 8_0 percent gf Q13 amount lg which the deduction allowed bl section 119 o_f 
die Internal Revenue Code exceeds tfi deduction allowable by section fig o_f th_e 
Internal Revenue Code o_f 1986, § amended through December E 2003; 

(lfl t_o t_h_e extent deducted computing federal taxable income, t_l£e_ amount o_f 
fire deduction allowable under section Q of th_e Internal Revenue Code; gig @ the exclusion allowed under section 139A o_f tln_e Internal Revenue CodeE 
federal subsidies for prescription drug plans.

' 

EFFECTIVE DATE. This section is effective for tax years beginning after 

December §1_, 2004. 
See. 6. Minnesota Statutes 2004, section 290.01, subdivision 19d, is amended to 

read: 

Subd. 19d. CORPORATIONS; MODIFICATIONS DECREASJNG 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 purposes due 
to claiming the federal jobs credit under section 51 of the Internal Revenue Code; 

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

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

(i) to the extent the disallowed costs are represented by physical property, an 
amount equal to the allowance for depreciation under Minnesota Statutes 1986, section 
290.09, subdivision 7, subject to the modifications contained in subdivision 1%; 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;

‘ 

New language is indicated by underline, deletions by strikeeut:

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
Ch. 3, Art. 4 2005 FIRST SPECIAL SESSION 2342 

(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 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 carryover to each of the 15 taxable years succeeding the loss year shall 
be allowed; 

(iii) for capital losses incurred in taxable years beginning before January 1, 1987, 
a capital loss canyback 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 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 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 19c, 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 
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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; 

(17) for a corporation whose foreign sales corporation, as defined in section 922 
of the Internal Revenue Code, constituted a foreign operating corporation during any 
taxable year ending before January 1, 1995, and a return was filed by August 15, 1996, 
claiming the deduction under section 290.21, subdivision 4, 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 income, as defined in section 952(a) of the Internal 
Revenue Code, for the taxable year when subpart F income is calculated without regard 
to the provisions of section 614 of Public Law 107-147; and 

(19) in each of the five tax years immediately following the tax" year in which an 
addition is required under subdivision 19c, clause (-1-6) (15), an amount equal to 
one-fifth of the delayed depreciation. For purposes of this $156, “delayed deprecia- 
tion” means the amount of the addition made by the taxpayer under subdivision 19c, 
clause (1-6) The resulting delayed depreciation cannot be less than zeroiE 

@)_ each o_f fie _f"1\I_e Q years immediately following t_lE ta_x year whichE 
addition required under subdivision 1% clause (16), Q amount equal t_o one-fifth of 
the amount of the addition. 

December % 2004. 
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Sec. 7. Minnesota Statutes 2004, section 290.01, subdivision 31, is amended to 
read: 

Subd. 31. INTERNAL REVENUE CODE. Unless specifically defined other- 
wise, “lnternal Revenue Code” means the Internal Revenue Code of 1986, as amended 
through June -15; 2093 April 1_5, 2005. 

EFFECTIVE DATE. This section effective E day following final enactment 
except th_e changes incorporated Q federal changes Ea effective at @ same times a_s 
t_he changes were effective E federal purposes. 

Sec. 8. Minnesota Statutes 2004, section 290.032, subdivision 1, is amended to 
read: 

Subdivision 1. IMPOSITION. There is hereby imposed as an addition to the 
annual income tax for a taxable year of a taxpayer in the classes described in section 
290.03 a tax with respect to any distiibution received by such taxpayer that is treated 
as a lump sum distribution under section 402(d) ef the Internal Revenue Cede 
1401(c)(2) of the Small Business Job Protection Act, Public Law 104-188 and that is 
subject to tfi £7 such taxable year_uI1der section @{d) of thjntemal Revenue Gede 
l401(c)(2) o_f tl_1e'Sma11 Business J_ol_> Protection ALL Public Iiw 104-188. 

EFFECTIVE DATE. This section effective Err ta_x years beginning after December 31_, 1999. 
Sec. 9. Minnesota Statutes 2004, section 290.032, subdivision 2, is amended to 

read: 

Subd. 2. COMPUTATION. The amount of tax imposed by subdivision 1 shall be 
computed in the same way as the tax imposed under section 402(d) of the Internal 
Revenue Code of 1986, as amended through December 31, 1995, except that the initial 
separate tax sha_lI be an aTnount equal: to five times the tax which would be imposed by 
section 290.06, subdivision 20, if the recipient was an unmarried individual, and the 
taxable net income was an amount equal to one-fifth of the excess of 

(i) the total taxable amount of the lump sum distribution for the year, over 
(ii) the minimum distribution allowance, and except that references in section 

402(d) of the Internal Revenue Code of 1986, as amended through December 31, 1995, 
to paragraph (l)(A) thereof shall instad be re,f?rences to subdivision 1, and the—<excess, 
if any, of the subtraction base amount over federal taxable income for a qualified 
individual as provided under section 290.0802, subdivision 2. 

EFFECTIVE DATE. This section effective for E years beginning after December 3_1, 1999. 
Sec. 10. Minnesota Statutes 2004, section 290.06, subdivision 2c, is amended to 

read: 

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

(1) On the first $25,680, 5.35 percent; 
(2) On all over $25,680, but not over $102,030, 7.05 percent; 
(3) On all over $102,030, 7.85 percent. 
Married individuals filing separate returns, estates, and trusts must compute their 

income tax by applying the above rates to their taxable income, except that the income 
brackets will be one-half of the above amounts. 

(b) The income taxes imposed by this chapter upon unmarried individuals must be 
computed by applying to taxable net income the following schedule of rates: 

(1) On the first $17,570, 5.35 percent; 
(2) On all over $17,570, but not over $57,710, 7.05 percent; 
(3) On all over $57,710, 7.85 percent. 
(c) The income taxes imposed by this chapter upon unmarried individuals 

qualifying as a head of household as defined in section 2(b) of the Internal Revenue 
Code must be computed by applying to taxable net income the following schedule of 
rates: 

(1) On the first $21,630, 5.35 percent; 
(2) On all over $21,630, but not over $86,910, 7.05 percent; 
(3) On all over $86,910, 7.85 percent. 
(01) In lieu of a tax computed according to the rates set forth in this subdivision, 

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

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

(1) the numerator is the individual’s Minnesota source federal adjusted gross 
income as defined in section 62 of the Internal Revenue Code and increased by the 
additions required under section 290.01, subdivision 19a, clauses (1), (5), and (6), (7), 
(_8)_, E Q and reduced by the subtraetien under seetien 290701; -1-97; 
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elause (-149; and the Minnesota assignable portion of the subtraction for United States 
government interest under section 290.01, subdivision 19b, clause (1), and- the 
subtractions under section 290.01, subdivision 19b, clauses (9), (10), (11), afiaii 
after applying the allocation and assignability pro_visions of seE)nTM).0§f cla—11se—(_aI 
or 290.17; and 

(2) the denominator is the individual’s federal adjusted gross income as defined 
in section 62 of the Internal Revenue Code -of 1986, increased by the amounts specified 
in section 290.01, subdivision 19a, clauses (1), (5), and (6), (7), (8), and (9), and 
reduced by the amounts specified in section 290.01, subdivisionfibjlauses (1) and, 
Q2; & <11): §"_d Q22-i _ 

EFFECTIVE DATE. This section effective fig ta_x years beginning after 
December 31, 2004. 

Sec. 11. Minnesota Statutes 2004, section 290.067, subdivision 1, is amended to 
read: 

Subdivision 1. AMOUNT OF CREDIT. (a) A taxpayer may take as a credit 
against the tax due from the taxpayer and a spouse, if any, under this chapter an amount 
equal to the dependent care credit for which the taxpayer is eligible pursuant to the 
provisions of section 21 of the Internal Revenue Code subject to the limitations 
provided in subdivision 2 except that in determining whether the child qualified as a 
dependent, income received as 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 chi1d’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 parent, 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(0) and (d) of the Internal Revenue Code. If the child is older than 16 months of age 
but has not attained the age of six years at the close of the taxable year, the amount of 
expenses deemed to have been paid equals the amount the licensee would charge for 
the care of a child of the same age for the same number of hours of care. 

(c) If a married couple: 

(1) has a child who has not attained the age of one year at the close of the taxable 
year; 

(2) files a joint tax return for the taxable year; and 

(3) does not participate in a dependent care assistance program as defined in 
section 129 of the Internal Revenue Code, in lieu of the actual employment related 
-expenses paid for that child under paragraph (a) or the deemed amount under paragraph 
(b), the lesser of (i) the combined earned income of the couple or (ii) the amount of the 
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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 2l(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 earned income 
not subject to tax under this chapter including earned income excluded pursuantto 
section 290.01, subdivision 19b, clause (-14-) (10), the credit determined under section 
21 of the Internal Revenue Code must be alIoTated 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. 

For residents of Minnesota, the exclusion of combat pfl under section _1_12 pf% 
Interifi Revenue (Ede E con~sElered “earned income not subject t_o E under 
chapter.”

' 

EFFECTIVE DATE. This section effective for tax years beginning after 
December :1; 2003. 

Sec. 12. Minnesota Statutes 2004, section 290.067, subdivision 2a, is amended to 
read: 

Subd‘. 2a. INCOME. (a) For purposes of this section, “income” means the ‘sum of 
the following: 

(1) federal adjusted gross income as defined in section 62 of the Internal Revenue 
Code; and 

(2) the sum of the following amounts to the extent not included in clause (1): 

(i) all nontaxable income; 

(ii) the amount of a passive activity loss that is not disallowed as a result of section 
469, paragraph (i) or (m) of the Internal Revenue Code and the amount of passive 
activity loss carryover allowed under section 469(b) of the Internal Revenue Code; 
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(iii) an amount equal to the total of any discharge of qualified farm indebtedness 
of a solvent individual excluded from gross income under section 1-08 (g) of the Internal 
Revenue’ Code; 

(iv) cash public assistance and relief; 

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

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

(vii) workers’ compensation; 

(viii) nontaxable strike benefits; 

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

I insurance or otherwise; 

(x) a lump sum distribution under section 402(c)(3) of the Internal Revenue Code 
o_f 1986, a_s amended through December gill 1995; 

(xi) contributions made by the claimant to an individual retirement account, 
including a qualified voluntary_ employee contribution; simplified employee pension 
plan; self-employed retirement plan; cash or deferred arrangement plan under section 
401(k) of the Internal Revenue Code; or deferred compensation plan under section 457 
of the Internal Revenue Code; and 

(xii) nontaxable scholarship or fellowship grants; 

(xiii) E amount o_f deduction allowed under section _1_9_9_ _of E Internal Revenue 
Code; anii 

(xiv) die amount of deduction allowed under section g_2_Q gr Z2_3 o_f fie Internal 
Revenue Code.

' 

In the case of an individual who files an income tax return on a fiscal year basis, 
the term “federal adjusted gross income” means federal adjusted gross income 
reflected in the fiscal year ending in the next calendar year. Federal adjusted gross 
income may not be reduced by the amount of a net operating loss carryback or 
carryforward or a capital loss carryback or carryforward allowed for the year. 

(b) “Income” does not include: 

(1) amounts excluded pursuant to the Internal Revenue Code, sections l01(a) and 
102; 
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(2) amounts of any pension or annuity that were exclusively funded by the 
claimant or spouse if the funding payments were not excluded from federal adjusted 
gross income in the years when the payments were made; 

(3) surplus food or other relief in kind supplied by a governmental agency; 

(4) relief granted under chapter 290A; 

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

(6) restitution payments received by eligible individuals and excludable interest as 
defined in section 803 of the Economic Growth and Tax Relief Reconciliation Act of 
2001, Public Law 107-16. 

EFFECTIVE DATE. This section is effective for tax years beginning after 
December 3_1, 2003. 

Sec. 113. Minnesota Statutes 2004, section 290.0671, subdivision 1, is amended to 
read: 

Subdivision 1. CREDIT ALLOWED. (a) An individual is allowed a credit 
against the tax imposed by this chapter equal to a percentage of earned income. To 
receive a credit, a taxpayer must be eligible for a credit under section 32 of the Internal 
Revenue Code. 

(b) For individuals with no qualifying children, the credit equals 1.9125 percent 
of the first $4,620 of earned income. The credit is reduced by 1.9125 percent of earned 
income or modified adjusted gross income, whichever is greater, in excess of $5,770, 
but in no case is the credit less than zero. 

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the 
first $6,920 of earned income and 8.5 percent of earned income over $12,080 but less 
than $13,450. The credit is reduced by 5.73 percent of earned income or modified 
adjusted gross income, whichever is greater, in excess of $15,080, but in no case is the 
credit less than zero. 

((1) For individuals with two or more qualifying children, the credit equals ten 
percent of the first $9,720 of earned income and 20 percent of earned income over 
$14,860 but less than $16,800. The credit is reduced by 10.3 percent of earned income 
or modified adjusted gross income, whichever is greater, in excess of $17,890, but in 
no case is the credit less than zero. 

(e) For a nonresident or part-year resident, the credit must be allocated based on 
the percentage calculated under section 290.06, subdivision 2c, paragraph (c). 

(i) For a person who was a resident for the entire tax year and has earned income 
not subject to tax under this chapter, including income excluded under section 290.01, 
subdivision 19b, clause (1-19 (10), the credit must be allocated based on the ratio of 
federal adjusted gross income—-fiduced by the earned income not subject to tax under 
this chapter over federal adjusted gross income. E th_e purposes o_f paragraph, go 
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exclusion o_f combat 3 under section Q Q” the Internal Revenue Code n_o_t 
considered “eamed income n_ot subject t_o g under chapter.” 

(g) For tax years beginning after December 31, 2001, and before December 31, 
2004, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $1,000 for married taxpayers filing joint returns. 

(h) For tax years beginning after December 31, 2004, and before December 31, 
2007, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $2,000 for married taxpayers filing joint returns. 

(i) For tax years beginning after December 31, 2007, and before December 31, 
2010, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $3,000 for married taxpayers filing joint returns. For tax years beginning after 
December 31, 2008, the $3,000 is adjusted annually for inflation under subdivision 7. 

(j) The commissioner shall construct tables showing the amount of the credit at 
various income levels and make them available to taxpayers. The tables shall follow 
the schedule contained in this subdivision, except that the commissioner may graduate 
the transition between income brackets. 

EFFECTIVEDATE. This section effective fir tax years beginning after 
December 3_1, 2003. 

Sec. 14. Minnesota Statutes 2004, section 290.0675, subdivision 1, is amended to 
read: 

Subdivision 1. DEFINITIONS. (a) For purposes of this section the following 
terms have the meanings given. 

(b) “Earned income” means the sum of the following, to the extent included in 
Minnesota taxable income: 

(1) earned income as defined in section 32(c)(2) of the Internal Revenue Code; 

(2) income received from a retirement pension, profit—sharing, stock bonus, or 
annuity plan; and 

(3) Social Security benefits as defined in section 86(d)(l) of the Internal Revenue 
Code. 

(c) “Taxable income” means net income as defined in section 290.01, subdivision 
1 9. 

(d) “Earned income of lesser-earning spouse” means the earned income of the 
spouse with the lesser amount of earned income as defined in paragraph (b) for the 
taxable year minus the sum of (i) the amount for one exemption under section 151(d) 
of the Internal Revenue Code and (ii) one—half the amount of the standard deduction 
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under section 63(c)(2)(A) and (4) of the Internal Revenue Code minus one—half ofE 
addition required under section 290.01, subdivision E clause 

EFFECTIVE DATE. This section effective E E years beginning after 

December QL 2004. 
Sec. 15. Minnesota Statutes 2004, 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 charitable contribution deduction under section 170 of the Internal Revenue 
Code to the extent that the deduction exceeds 1.0 percent of adjusted gross income, as 
defined in section 62 of the Internal Revenue Code; 

(ii) the medical expense deduction; 

(iii) the casualty, theft, and disaster loss deduction; and 

(iv) the impairment—related work expenses of a disabled person; 

(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); 

(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 

(6) the amount of addition required by section 290.01, subdivision 19a, clause 
clauses (7), Q and Q; 

less the sum of the amounts determined under the following: 

(1) interest income as defined in section 290.01, subdivision 19b, clause (1); 
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(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, clauses (9) (10) and, (11), id 

In the case of an estate or trust, alternative minimum taxable income must be 
computed as provided in section 59(0) 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. 

(cl) “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. 
EFFECTIVE DATE. This section effective E g years beginning after 

December 3_1_, 2004. 
Sec. 16. Minnesota Statutes 2004, section 29OA.03, subdivision 3, is amended to 

read: 

Subd. 3. INCOME. (1) “Income” means the sum of the following: 
(a) federal adjusted gross income as defined in the Internal Revenue Code; and 

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

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

(iii) an amount equal to the total of any discharge of qualified farm indebtedness 
of a solvent individual excluded from gross income under section l08(g) of the Internal 
Revenue Code; 

(iv) cash public assistance and relief; 

(V) any pension or annuity (including railroad retirement benefits, all payments 
received under the federal Social Security Act, supplemental security income, and 
veterans benefits), which was not exclusively funded by the claimant or spouse, or 

New language is indicated by underline, deletions by str-ileeeut—.

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
2353 2005 FIRST SPECIAL SESSION Ch. 3, Art. 4 

which was funded exclusively by the claimant or spouse and which funding payments 
were excluded from federal adjusted gross income in the years when the payments 
were made; 

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

(vii) workers’ compensation; 

(viii) nontaxable strike benefits; 

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

(x) a lump sum distribution under section 402(c)(3) of the Internal Revenue Code 
o_f 1986, g amended through December §_l_, 1995; 

(xi) contributions made by the claimant to an individual retirement account, 
including a qualified voluntary employee contribution; simplified employee pension 
plan; self—employed retirement plan; cash or deferred arrangement plan under section 
401(k) of the Internal Revenue Code; or deferred compensation plan under section 457 
of the Internal Revenue Code; and 

(xii) nontaxable scholarship or fellowship grants; 

(xiii) th_e amount o_f deduction allowed under section _1_9_9_ _o_f t_h_e Internal Revenue 
Code; _an_d

' 

(xiv) t_h_e amount o_f deduction allowed under section _2;2_Q o_r @ o_f die Internal 
Revenue Code. 

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

(2) “Income” does not include: 

(a) amounts excluded pursuant to the Internal Revenue Code, sections 10l(a) and 
102; 

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

(c) surplus food or other relief in kind supplied by a governmental agency;' 

((1) relief granted under this chapter; 

(e) child support payments received under a temporary or final decree of 
dissolution or legal separation‘, or 
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(f) restitution payments received by eligible individuals and excludable interest as 
defined in section 803 of the Economic Growth and Tax Relief Reconciliation Act of 
2001, Public Law 107-16. 

(3) The sum of the following amounts may be subtracted from income: 
(a) for the claimant’s first dependent, the exemption amount multiplied by 1.4; 
(b) for the claimant’s second dependent, the exemption amount multiplied by 1.3; 
(c) for the claimant’s third dependent, the exemption amount multiplied by 1.2; 

(d) for the claimant’s fourth dependent, the exemption amount multiplied by 1.1; 
(e) for the claimant’s fifth dependent, the exemption amount; and 

(f) if the claimant or claimant’s spouse was disabled or attained the age of 65 on 
or before December 31 of the year for which the taxes were levied or rent paid, the 
exemption amount. 

For purposes of this subdivision, the “exemption amount” means the exemption 
amount under section l51(d) of the Internal Revenue Code for the taxable year for 
which the income is reported. 

EFFECTIVE DATE. This section effective fg property tg refunds basedE 
household income E‘ 2004 and thereafter. 

Sec. 17. Minnesota Statutes 2004, section 290A.03, subdivision 15, is amended to 
read: 

Subd. 15. INTERNAL REVENUE CODE. “Internal Revenue Code” means the 
Internal Revenue Code of 1986, as amended through June 15; 4.1003 April 1% 2005. 

EFFECTIVE DATE. This section effective E" property tg refunds basedE 
property taxes payable 92 or after December 3_1_, 2004, El re_nt paid 31 gr after 
December 3_l, 2003. 

ARTICLE 5 

SALES AND USE TAXES 

Section 1. Minnesota Statutes 2004, section 16C.03, is amended by adding a 
subdivision to read: 

Subd. 18. CONTRACTS WITH FOREIGN VENDORS. (a) The commissioner 
and other Eencies to which this section applies and the lie-,§isl—at‘ive branch of 
Fgarernment shall, subj_ect to paragph (d), cancel a co11tr—actf—or goods or services from 
a vendor or E affiliate o_f_2_1 vendor gEspend o_f debar a \7e_ndor gan affiliate o_f a 
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vendor from future contracts upon notification from the commissioner g revenue that 
the vendor or an affiliate of the vendor has not registered to collect the sales andT1§ 
ta_x imposed_under chapter §§7A on iEaTs in Minnesota or toT<mT1a%nE 
Wnnesota. This subdivision shall _1iot_apply to-‘state colleges-arfi universities, tlE 

courts, and Wagency in the jlJdlCT1 branch_o@/ernment. if purposes of th—is 
subdivisfiifie term ‘afffiiefi’ means any perscm or entity that iscontrolled b3Tor—is 
under commJc51fiol o_f, a vendor th1%h stockownership—§r_other affiliati—o_n._

_ 

(b) Beginning January 1, 2006, each vendor or affiliate of a vendor selling goods 
or services, subject t_o tax uhder chapu:—r 297A, _tg_Q agency—or the legislature must 
p—rovide its Minnesota @ 3g 3% ta_x business identificationhufiver, upon request, 
t_o §l1pw?i__at th_e vendor registered to collect Minnesota sales or E LEE 

(c) The commissioner of revenue shall periodically provide to the commissioner 
and thefigislative branch? list of Tudors who have not re—gistered to collect 
M—h1nesota sales and use ‘t21_x_and—wl_1-6. are subjectto being fipended or d<$arred as 
vendors g hajx/in~g—fl1‘—contr§:ts caFc<fl—ed. 

_ S‘ 
'

_ 

Q ‘E provisions g subdivision mg E waived by the commissioner or the 
legislative branch when the vendor is the single source of§1c'h_goods or.servicE;,_i—n 
the event of an emergencyror w_hg itishi the best interestsTfthe stateas determined E H1e—co—m_r“nissioner consultatioh 7vit—h_tlie- co1mmssi3rE_<E7evenue. Such 
consultation E a disclosure violation~11Tcl—erT11apter 270B. — 

EFFECTIVE DATE. section effective E a_ll_ contracts entered ifi after 
December El, 2005. 

Sec. 2. Minnesota Statutes 2004, section 289A.11, subdivision 1, is amended to 
read: 

Subdivision 1. RETURN REQUIRED. Except as provided in section 289A.18, 
subdivision 4, for the month in which taxes imposed by chapter 297A are payable, or 
for which a return is due, a return for the preceding reporting period must be filed with 
the commissioner in the form and manner the commissioner prescribes. A person 
making sales at retail at two or more places of business may file a consolidated return 
subject to rules prescribed by the commissioner. In computing the dollar amount of 
items on the return, the amounts are rounded off to the nearest whole dollar, 

disregarding amounts less than 50 cents and increasing amounts of 50 cents to 99‘cents 
to the next highest dollar. 

Notwithstanding this subdivision, a person who is not required to hold a sales tax 
permit under chapter 297A and who makes annual purchases, for use in a trade or 
business, of less than $18,500, or a person who is not required to-hadgsales tax—permTt 
and who makes purchases fof1§:r_s.onal useTt—hzE :1? subject to_tlE1seE—i1r1_p_osed by 
s_e;ti$297A.63, may file—an annual Es? tax return on a form prescribed by the 
commissioner. If a person who qualifies for an annual use tax reporting period is 
required to obtain a sales tax permit or makes use tax purchases, for use in a trade or 
business, in excess of $18,500 during the calendar year, the reportiT1g_peri_od E15E 
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considered ended at the end of the month in which the permit is applied for or the 
purchase in excess of $18,500 is made and a return must be filed for the preceding 
reporting period. 

EFFECTIVE DATE. This section effective fcg retums filed after December 
31, 2005.

' 

Sec. 3. Minnesota Statutes 2004, section 297A.61, subdivision 3, as amended by 
Laws 2005, chapter 151, article 7, section 6, 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, 
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 continuous period of 30 days 
or more. 

(c) Sale and purchase include the production, fabrication, printing, or processing 
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. 

((1) Sale and purchase include the preparing for a consideration of food. 
Notwithstanding section 297A.67, subdivision 2, taxable food includes, but is not 
limited to, the following: 

(1) prepared food sold ‘by the retailer; 

(2) soft drinks; 

(3) candy; 

(4) dietary supplements; and 

(5) all food sold through vending machines. 

(e) A sale and a purchase includes the furnishing 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 prewritten 
computer software whether delivered electronically, by load and leave, or otherwise. 

(g) A sale and a purchase includes the furnishing for a consideration of the 
following services: 
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(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 in a 
specific facility, other than the renting or leasing of it for a continuous period of 30 
days or more under an enforceable written agreement that may not be terminated 
without prior notice; 

(3) nomesidential 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: 

(i) 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 onetime 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; 

(5) delivery of aggregate materials and concrete block by a third party if the 
delivery would be subject to the sales tax if provided by the seller of the aggregate 
material or concrete block; and 

(6) services as provided in this clause: 

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

(ii) motor vehicle washing, waxing, and cleaning services, including services 
provided by coin operated facilities operated by the customer, and rustproofing, 
undercoating, and towing of motor vehicles; 

(iii) building and residential cleaning, maintenance, and disinfecting and exter- 
minating services; 

(iv) detective, security, 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; 
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(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, except when 
performed as part of a land clearing contract as defined in section 297A.—68, subdivision 
41 ;' and tree_tnT1Tn131g Hpublic utility lines._Services p—erformed under a construction 
cdntract for the installation 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 ilhiess, 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 property” 
and “sales at retail” include taxable services listed in clause (6), items (i) to (vi) and 
(viii), and the provision of these 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 performed 
between members of an affiliated group of corporations are not taxable. For purposes 
of the preceding sentence, “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 

V 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 
law. 

(j) A sale and a purchase includes the furnishing for a consideration of installation 
if the installation charges would be subject to the sales tax if the installation were 
provided by the seller of the item being installed. 

(k) A sale and a purchase includes the rental of a vehicle by a motor vehicle dealer 
to a customer when (1) the vehicle is rented by the customer for a consideration, or (2) 
the motor vehicle dealer is reimbursed pursuant to a service contract as defined in 
section 65B.29, subdivision 1, clause (1). 
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EFFECTIVE DATE. This section is effective for sales and purchases made after 
October 28, 2002, but for la—ri_~dc1earing contracts enEred into—a—fter October Q3,E 
no refumfmay/E ‘cl-aifriecficler Minnesota Statutes, sectW%9Ti.50, for sales taxes 
Ellected. andremitted to the state on the land clearing contracts.

— 
Sec. 4. Minnesota Statutes 2004, section 297A.61, subdivision 4, as amended by 

Laws 2005, chapter 151, article 7, section 7, is amended to read: 

Subd. 4. RETAIL SALE. (a) A “retail sale” means any sale, lease, or rental for 
any purpose, other than resale, Sublease, or subrent of items by the purchaser in the 
normal course of business as defined in subdivision 21. 

(b) A sale of property used by the owner only by leasing it to others or by holding 
it in an effort to lease it, and put to no use by the owner other than resale after the lease 
or effort to lease, is a sale of property for resale. 

(c) A sale of master computer software that is purchased and used to make copies 
for sale or lease is a sale of property for resale. 

(d) A sale of building materials, supplies, and equipment to owners, contractors, 
subcontractors, or builders for the erection of buildings or the alteration, repair, or 
improvement of real property is a retail sale in whatever quantity sold, whether the sale 
is for purposes of resale in the form of real property or otherwise. 

(e) A sale of carpeting, linoleum, or similar floor covering to a person who 
provides for installation of the floor covering is a retail sale and not a sale for resale 
since a sale of floor covering which includes installation is a contract for the 
improvement of real property. 

(f) A sale of shrubbery, plants, sod, trees, and similar items to a person who 
provides for installation of the items is a retail sale and not a sale for resale since a sale 
of shrubbery, plants, sod, trees, and similar items that includes installation is a contract 
for the improvement of real property. 

(g) A sale of tangible personal property that is awarded as prizes is a retail sale and 
is not considered a sale of property for resale. 

(h) A sale of tangible personal property utilized or employed in the furnishing or 
providing of services under subdivision 3, paragraph (g), clause (1), including, but not 
limited to, property given as promotional items, is a retail sale and is not considered 
a sale of property for resale. ‘ 

(i) A sale of tangible personal property used in conducting lawful gambling under 
chapter 349 or the state lottery under chapter 349A, including, but not limited to, 
property given as promotional items, is a retail sale and is not considered a sale of 
property for resale. 

(j) A sale of machines, equipment, or devices that are used to furnish, provide, or 
dispense goods or services, including, but not limited to, coin-operated devices, is a 
retail sale and is not considered a sale of property for resale. 
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(k) In the case of a lease, a retail sale occurs (1) when an obligation to make a 
lease payment becomes due under the terms of the ~a1g—reement or the trade practices of 
the lessor or (2) in the case of a lease of a motor vehicle, as defined in section 297B.01, 
subdivisioF5,—l3IEe)c-cIuE1,r§/ehicles with a manufacturerTs gross v$icle weight rating 
greater than—l(I(‘)-00 pounds and rental_sbf_vehic1es for not more thin 28 days, at the 
time thexse is executed. .1 — — — :— _'—' ‘__ _— 

(1) In the case of a conditional sales contract, a retail sale occurs upon the transfer 
of title or possession of the tangible personal property. 

EFFECTIVE DATE. This section effective E leases entered irfl after 
September 2005. 

Sec‘. 5. Minnesota‘ Statutes 2004, section 297A.67, subdivision 6, is amended to 
read: 

Subd.- 6. OTHER EXEIVIPT MEALS. (a) Meals or drinks purchased for and 
served exclusively to individuals who are 60 years of age or over and their spouses or 
to handicapped persons and their spouses by governmental agencies, nonprofit 
organizations, or churches, or pursuant to any program funded in whole or in part 
through United States Code, title 42, sections 3001 through 3045, wherever delivered, 
prepared, or served, are exempt. 

Q) Meals 3- drinks purchased E a11_d served exclusively t_o children who are 1_ess 
than E years of 3; g disabled children who are le_ss than _1§ years pf a_g_e £1 who g attending a child care or early childhood education program, E exempt they a1_'_e_: 

(1) purchased by a nonprofit child care facility that is exempt under section 
, 
2971470, subdivisio1TL_§ E primarilyse-r—ves rami1ie?T»ifi1 income o_f Q percent 
or less of federal poverty guidelines; and 

9 prepared a_t tl1_e E o_f tlg child gag facility. 
EFFECTIVE DATE. This section effective E‘ sales after December 3_l_, 1997. 
Sec. 6. Minnesota Statutes 2004, section 297A.67, subdivision 29, is amended to 

read: 

Subd. 29. SOLAR ENERGY EEEIGIENT PRODUCTS. (a) A residential 
Hghéngfixmreeraieempaetfluereseembulbiseeemptiffihasanenergystahbek 

(—2—)anaturalgaswaterheaterwithanenergy£aeterefatleast€¥.62~; 

(3)aprepanegaser£ueleflwaterheaterwithanenergyfaeterefatleafl(%62; 

(49anamralgasf&maeeM4thanmmualfaelufik%a&eneffieieneygreaterthm92 
pereenteand 
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(§)apmpanegaser£uelefl£urnaeeu4thanannual£uelutihzatieneffieieney 
greaterthan9-Zpereentf 

(6) A pheteveltaie device solar energy system, as defined in section 216C.06, 
subdivision 17, is exempt. Fer purpeses e£ this devieefl 
meamawhd:tMeeleetfiealde~4e&wehasasehrmedme;that%nvermhgmdireetly 
inmdneetwflemeleeaieiwefivelmgewrremehametefisfiesmatmeafiuncfienefthe 
eharaemfisfiese£thefigmsemeeandthematefialsmanddesigne£thedwE&Afiselm 
meduleflisapheteveltaie devieethatpredueesaspeeified pewereutputunderdefined 
testeendifiens;uwallyeempesede£gieupsefselareeHseemeetedinwfies;in 
parallel, or in 

(d)Ferpurp%%e£thissubdivisiem5energystarlabel3meansthehbelgrmned 
teeertampmduemthatmeetUnfiedStatesEnvirenmentalPreteefienAgeneyand 
UnkedSmtesDepa%meme£Energya%ermferenergyefiiaeney=Fmpurp%ese£this 
wbdwisiemfienmgyguidehbel3meamthekbelmattheUn#edStatesFederal¥mde 
Gemmissienerrequ#esmanu£aeturemmapplyteeermmappHaneesunderUnited 
States Gede, title 46; part 305: 

EFFECTIVE DATE. section effective E sales aid purchases made Q 
or after August 1, 2005. 

See. 7. Minnesota Statutes "2004, section 297A.67, is amended by adding a 
subdivision to read: 

Subd. CIGARETTES. Cigarettes upon which a ta_x E been imposed under 
section 297F.25 g exempt. 

EFFECTIVE DATE. This section effective E sales E purchases made after 
lul_y_ 3_l, 2005. 

See. 8. Minnesota Statutes 2004, section 297A.68, subdivision 2, as amended by 
Laws 2005, chapter 151, article 7, section 14, is amended to read: 

Subd. 2. MATERIALS CONSUMED IN INDUSTRIAL PRODUCTION. (a) 
Materials stored, used, or consumed in industrial production of personal property 
intended to be sold ultimately at retail are exempt, whether or not the item so used 
becomes an ingredient or constituent part of the property produced. Materials that 
qualify for this exemption include, but are not limited to, the following: 

(1) chemicals, including chemicals used for cleaning food processing machinery 
and equipment; 

(2) materials, including chemicals, fuels, and electricity purchased by persons 
engaged in industrial production to treat waste generated as a result of the production 
process; 

(3) fuels, 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 the average climate control or lighting for the production 

New language is indicated by underline, deletions by

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
Ch. 3, Art. 5 2005 FIRST SPECIAL SESSION 2362 

area, and (ii) it is necessary to produce that particular product; 

(4) petroleum products and lubricants; 

(5) packaging materials, including returnable containers used in packaging food 
and beverage products; 

(6) accessory tools, equipment, and other items that are separate detachable units 
with an ordinary useful life of less than 12 months used in producing a direct effect 
upon. the product; and 

(7) the following materials, tools, and equipment used in metalcastingz crucibles, 
thermocouple protection sheaths and tubes, stalk tubes,.refractory materials, molten 
metal filters and filter boxes, degassing lances, and base blocks. 

(b) This exemption does not include: 

(1) machinery, equipment, implements, tools, accessories, appliances, contriv- 
ances and furniture and fixtures, except those listed in paragraph (a), clause (6); and 

(2) petroleum and special fuels used in producing or generating power for 
propelling ready-mixed concrete trucks on the public highways of this state. 

(c) Industrial production includes, but is not limited to, research, development, 
design or production of any tangible personal property, manufacturing, processing 
(other than by restaurants and consumers) of agricultural products (whether vegetable 
or animal), commercial fishing, refining, smelting, reducing, brewing, distilling, 
printing, mining, quarrying, lumbering, generating electricity, the production of road 
building materials, and the research, development, design, or production of computer 
software. Industrial production does not include painting, cleaning, repairing or similar 
processing of property except as part of the original manufacturing process. 

((1) Industrial production does not include: 

£_1_) the furnishing of services listed in section 297A.6l, subdivision 3, paragraph 
(g), clause (6), items (i) to (Vi) and (viii), g 

' 

, (2) the transportation, transmission, or distribution of petroleum, liquefied gas, 
naturaTga§water, or steam, in, by, or througi pipes, 1ines,Enks, mains, or other meTaT1§ 
of »trans_porting thbse prodEt?F_or purposes of this paragraph, “Eansportation, 
Eansmission, or distribution” doesn—ot include blendi1E)f petroleum or biodiesel fuel 
as defined in s—ection 239.77. 

— — ‘ T _' 
EFFECTIVE DATE. This section effective E sales and purchases made after fly % 2005. 

' Sec.. 9. Minnesota Statutes 2004, section 297A.68, subdivision 5, as amended by 
Laws 2005, chapter 151, article 7, section 15, is amended to read: 

Subd. 5. CAPITAL EQUIPMENT. (a) Capital equipment is exempt. The tax 
must be imposed and collected as if the rate under section 297A.62, subdivision 1, 
applied, and then refunded in the manner provided in section Z97A.75. 
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“Capital equipment” means machinery and equipment purchased or leased, and 
used in this state by the purchaser or lessee primarily for manufacturing, fabricating, 
mining, or refining tangible personal property to be sold ultimately at retail if the 
machinery and equipment are essential to the integrated production process of 
manufacturing, fabricating, mining, or refining. Capital equipment also includes 
machinery and equipment used primarily to electronically transmit results retrieved by 
a customer of an on—1ine computerized data retrieval system. 

(b) Capital equipment includes, but is not limited to: 

(1) machinery and equipment used to operate, control, or regulate the production 
equipment; 

(2) machinery and equipment used for research and development, design, quality 
control, and testing activities; 

(3) environmental control devices that are used to maintain conditions such as 
temperature, humidity, light, or air pressure when those conditions are essential to and 
are part of the production process; 

(4) materials and supplies used to construct and install machinery or equipment; 

(5) repair and replacement parts, including accessories, whether purchased as 
spare parts, repair parts, or as upgrades or modifications to machinery or equipment; 

(6) materials used for foundations that support machinery or equipment; 

(7) materials used to construct and install special purpose buildings used in the 
production process; 

(8) ready-mixed concrete equipment in which the ready-mixed concrete is mixed 
as part of the delivery process regardless if mounted on a chassis, repair parts for 
ready-mixed concrete trucks, and leases of ready-mixed concrete trucks; and 

(9) machinery or equipment used for research, development, design, or production 
of computer software. 

(c) Capital equipment does not include the following: 

(1) motor vehicles taxed under chapter 297B; 

(2) machinery or equipment used to receive or store raw materials; 

(3) building materials, except for materials included in paragraph (b), clauses (6) 
and (7); 

(4) machinery or equipment used for nonproduction purposes, including, but not 
limited to, the following: plant security, fire prevention, first aid, and hospital stations; 
support operations or administration; pollution control; and plant cleaning, disposal of 
scrap and waste, plant communications, space heating, cooling, lighting, or safety; 

(5) farm machinery and aquaculture production equipment as defined by section 
297A.61, subdivisions 12 and 13; 

New language is indicated by underline, deletions by strikeeut:

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
Ch. 3, Art. 5 2005 FIRST SPECIAL SESSION 2364 

(6) machinery or equipment purchased and installed by a contractor as part of an 
improvement to real property; 

(7) machinery and equipment used by restaurants in the furnishing, preparing, or 
serving of prepared foods as defined in section 297A.6l, subdivision 31; 

(8) machinery and equipment used to furnish the services listed in section 
297A.6l, subdivision 3, paragraph (g), clause (6), items ‘(i) to (vi) and (viii); er 

(9) machinery or equipment used in the transportation, transmission, or distribu- 
tion of petroleum, liquefied gas, nWal_ga—stwater, or steam, in, by, or through pipes, 
1iEs,_tanks, mains, or other rfins of tratisfimting those producE.fi1i_s_clause does not 
apply t_o machinerygr equipment @ t_o blend petroleum g biodhege-1 _fu_el §3e_fir?e_d 
i_n section 239.77; o_r 

(10) any other item that is not essential to the integrated process of manufacturing, 
fabricating, mining, or refining. 

(d) For purposes of this subdivision: 

(1) “Equipment” means independent devices or tools separate from machinery but 
essential to an integrated production process, including computers and computer 
software, used in operating, controlling, or regulating machinery and equipment; and 
any subunit or assembly comprising a component of any machinery or accessory or 
attachment parts of machinery, such as tools, dies, jigs, patterns, and molds. 

(2) “Fabricating” means to make, build, create, produce, or assemble components 
or property to work in a new or different manner. 

(3) “Integrated production process” means a process or series of operations 
through which tangible personal property is manufactured, fabricated, mined, or 
refined. For purposes of this clause, (i) manufacturing begins with the removal of raw 
materials from inventory and ends when the last process prior to loading for shipment 
has been completed; (ii) fabricating begins with the removal from storage or inventory 
of the property to be assembled, processed, altered, or modified and ends with the 
creation or production of the new or changed product; (iii) mining begins with the 
removal of overburden from the site of the ores, minerals, stone, peat deposit, or 
surface materials and ends when the last process before stockpiling is completed; and 
(iv) refining begins with the removal from inventory or storage of a natural resource 
and ends with the conversion of the item to its completed form. 

(4) “Machinery” means mechanical, electronic, or electrical devices, including 
computers and computer software, that are purchased or constructed to be used for the 
activities set forth in paragraph (a), beginning with the removal of raw materials from 
inventory through completion of the product, including packaging of the product. 

(5) “Machinery and equipment used for pollution control” means machinery and 
equipment used solely to eliminate, prevent, or reduce pollution resulting from an 
activity described in paragraph (a). 
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(6) “Manufacturing” means an operation or series of operations where raw 
materials are changed in form, composition, or condition by machinery and equipment 
and which results in the production of a new article of tangible personal property. For 
purposes of this subdivision, “manufacturing” includes the generation of electricity or 
steam to be sold at retail. 

(7) “Mining” means the extraction of minerals, ores, stone, or peat. 

(8) “On-line data retrieval system” means a system whose cumulation of 
information is equally available and accessible to all its customers. 

(9) “Primarily” means machinery and equipment used 50 percent or more of the 
time in an activity described in paragraph (a). 

(10) “Refining” means the process of converting a natural resource to an 
intermediate or finished product, including the treatment of water to be sold at retail. 

(11) This subdivision does n_ot apply to telecommunications equipment as 
provided subdivision 3_5, z_1p_d does E apply t3 wire, cable, fiber, poles, g conduit 
for telecommunications services. 

EFFECTIVE DATE. section effective E sales gig purchases made after w ’:’»_1_,_ 2005. 
Sec. 10. Minnesota Statutes 2004, section 297A.68, subdivision 35, is amended to 

read: 

Subd. 35. TELECOMMUNICATIONS EQUIPMENT. (a) Telecommunica- 
tions machinery and equipment purchased or leased for use directly by 'a telecommu- 
nications service provider primarily in the provision of telecommunications services 
that are ultimately to be sold at retail are exempt, regardless of whether purchased by 
the owner, a contractor, or a subcontractor. 

(b) For purposes of this subdivision, “telecommunications machinery and 
equipment” includes, but is not limited to: 

(1) machinery, equipment, and fixtures utilized in receiving, initiating, amplify- 
ing, processing, transmitting, retransmitting, recording, switching, or monitoring 
telecommunications services, such as computers, transformers, amplifiers, routers, 
bridges, repeaters, multiplexers, and other items performing comparable functions; 

(2) machinery, equipment, and fixtures used in the transportation of telecommu- 
nications services, radio transmitters and receivers, satellite equipment, microwave 
equipment, and other transporting media, but not wire, cable, fiber, poles, or conduit; 

(3) ancillary machinery, equipment, and fixtures that regulate, control, protect, or 
enable the machinery in clauses (1) and (2) to accomplish its intended function, such 
as auxiliary power supply, test equipment, towers, heating, ventilating, and air 

conditioning equipment necessary to the operation of the telecommunications equip- 
ment; and software necessary to the operation of the telecommunications equipment; 
and 
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(4) repair and replacement parts, including accessories, whether purchased as 
spare parts, repair parts, or as upgrades or modifications to qualified machinery or 
equipment. ‘ 

(c) For purposes of this subdivision, “telecommunications services” means 
telecommunications services as defined in section 297A.61, subdivision 24, paragraph 
paragraphs (a), only (_cL arm 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 11. Minnesota Statutes 2004, section 297A.68, is amended by adding a 

subdivision to read: 

Subd. 40. LAND CLEARING. Tree, bush, shrub, and stump removal are exempt 
when—s_old tocontractors or subcontractors as part -ofa—land clearing cohtfact. For 
purposmffiris subdivision: “land clearing cr)_rr‘tr‘21?’ mean?a_contract for the remo7al 
of trees, rfisifi, and shrubs, including the removal of roots _and stump:to_deve1op a 
site. This exemptioH does not apply to 1a—nd clearingbf a portibn of _a site—t_o allow fof 
Ezinqogng, improven?n_t,—§ eT;m1s?>;9? a_n existin_g structure._ 

_ _- _ M_ 
EFFECTIVE DATE. This section is effective for sales and purchases made after 

October 28, 2002, but for larclearing Entracts ente—red intcmter October 28, 2072 
no refunfimme Eiirficfrder Minnesota Statutes, for sal—es taxes 
Ellected arfiFerTitted t_o fire state o_n the lfli clearing contracts. ‘ 

—
0 

Sec. 12. Minnesota Statutes 2004, section 297A.70, subdivision 8, is amended to 
read: 

' 

Subd. 8. REGIONWIDE PUBLIC SAFETY RADIO COMMUNICATION 
SYSTEM; PRODUCTS AND SERVICES. Products and services including, but not 
limited to, end user equipment used for construction, ownership, operation, mainte- 
nance, and enhancement of the backbone system of the regionwide public safety radio 
communication system established under sections 403.21 to 403.34, are exempt. For 
purposes of this subdivision, backbone system is defined in section 403.21, subdivision 
9. This subdivision is effective for purchases, sales, storage, use, or consumption 
eewHingbefereAugustl7200§;intheeeunéese£Aae1emGm#e&Dakem;Hemepim 
Ramsey; Scott; and Washi-ngton for use in the first and second phases of the system, as 
defined in section 403.21, subdixE(fi3f1T),“anT11,_and that portion 5fth—ethird phaEé 
of the system that is located in the soutlEa§_d$TicTofihe§rte Patrofirgthgsounties 
6_?T3Enton, shEu?ne, stearFs,_L1 Wright. 

__ *“‘ 
EFFECTIVE DATE. This section effective f_or sales after April 3_0, 2005. 

Sec. 13. Minnesota Statutes 2004, section 297A.70, subdivision 10, is amended to 
read: 

Subd. 10. NONPROFIT TICKETS OR ADMISSIONS. (21) 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 more 
organizations whose primary mission is to provide an opportunity for citizens of the 
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state to participate in the creation, performance, or appreciation of the arts, and 
provided that each organization is: 

(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; - 

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

(3) the University of Minnesota, 3 state college gig university, g a private 
nonprofit college or university provided that the event is held at a 
facility owned lg t_h_e_ educational institution holding t_h_e event. 
The 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 effective for tickets El admissions t_o 

events held o_n o_r after August L 2005, b_11t does mat apply t_o events gir which sales g 
tickets Q admissions were made prior t_o August L 2005. 

See. 14. Minnesota Statutes 2004, section 297A.71, is amended by adding a 
subdivision to read: 

§_u_bLd_. 33. HYDROELECTRIC GENERATING FACILITY. Materials and 
supplies use?1—or consumed in the construction of a hydroelectric generating facihty @ meeIs_tl1e_ requirement? of this subdivisioIi_are exempt. To qualify for the 
exemption under subdivisiofnghydroelectiic gefirating facility must: 

— — 
Q utilize tvfl turbine generators a_t a dam sig existing 92 March 31, 1994; 
Q be located 93 lid within 1,500 §e_t _o_f a 13.8 kilovolt distribution circuit; an_d 
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Q E eligible t_o receive a renewable energy production incentive payment under 
section 216C.41. 

EFFECTIVE DATE. This section effective E sales made after December _?3l, 
2004, E Q Q before December §_1_, 2007. 

See. 15. ‘Minnesota Statutes 2004, section 297A.71, is amended by adding a 
subdivision to read: 

Subd. WASTE RECOVERY FACILITY. Materials an_d supplies used E 
consumed £1 equipment incorporated into, th_e construction, improvement, pr 
‘expansion o_f 2_1 waste-to-energy resource recovery facility E exempt th_e facility uses 
biomass E mixed municipal solid waste § 2_1 primary fu_el to generate steam or 
electricity. 

EFFECTIVE DATE. This section effective Eu: sales g purchases made after 
July §l,_ 2005. 

See. 16. Minnesota Statutes 2004, section 297A.71, is amended by adding a 
subdivision to read: . 

Subd. 35. MUNICIPAL UTILITIES. Materials and supplies used or consumed 
in, and equfifnent incorporated into, the construction,?n—provement,F aipansion of 
am}: generation and related _fa.c§litTes used pursuant to a joint Ewer purchas—e 
agreement to meet tlEbiomass energy mandT1tein section iI6l§.2_4§_4 are exempt if the 
owner or owners offhefacilities are a municipal electric utility or utfiities or aqj-oTn_t 
venturebf municip_al?ectric utilitie—s. The tax must be imposed and col1ected—as_ if-tl1—e 
Ere under section 297A.62,_ subdivisiEL_ap};ir”e‘c1?_ng ge_n refined fisectfca? 
297A.75. 

EFFECTIVE DATE. This section effective for sales 2_1n_d purchases made after 
December 2004. 

See. 17. Minnesota Statutes 2004, section 297A.7l, is amended by. adding a 
subdivision to read: 

Subd. 36. CHATFIELD WASTEWATER TREATMENT FACILITY. Materi- 
als and supmes used in and equipment incorporated into th_e construction, improve- 
EIit,—()r expansic§1—ofa v_sm—stewater treatment facility EV-ned by the city of Chatfield 
age exeT1pt.T__'hi_s exefipiicn is effective £95 purchases made bef§eEew—mbE gp 2007. 

EFFECTIVE DATE. This section effective E sales an_d purchases madeE 
or after July 31, 2005. 

Sec. 18. Minnesota Statutes 2004, section 297A.75, subdivision 1, as amended by 
Laws 2005, chapter 151, article 7, section 19, is amended to read: 

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: 
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(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.7l, subdivi- 
sion 3; 

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

(6) elevators and building materials exempt under section 297A.7l, subdivision 
12; 

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

(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 supplies for qualified low—income housing under section 
297A.71, subdivision 23; E ' 

(_1Q) materials, supplies, and equipment £o_r municipal electric utility facilities 
under section 297A.71, subdivision 

EFFECTIVE DATE. section effective E purchases made after Decem- E 3_1_, 2004. 
See. 19. Minnesota Statutes 2004, section 297A.75, subdivision 2, is amended to 

read: 

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; 

(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;E 
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Q) E subdivision clause (10), die applicant must be a municipal electric utility g 3 joint venture g’ municipal electric utilities. 
EFFECTIVE DATE. This section effective E purchases made after Decem-“ 

_b_er gp 2004. 
Sec. 20. Minnesota Statutes 2004, section 297A.75, subdivision 3, is amended to 

read: 

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), (8), or (9), or 
(10), the contractor, subcontractor, or builder must furnish to the refund applicant—a 
stfiment 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. 

EFFECTIVE DATE. This section effective E sales g purchases made after 
December fl 2004. 

See.‘ 21. [297A.815] MOTOR VEHICLE LEASES. 
Subdivision 1. MOTOR VEHICLE LEASE PRICE; PAYMENT. (a) In the 

case of a lease of_a motor vehicle as provided in section 297A.61, subdfismn 4, 
pafagmph (k), cla—1ise(2), the tax is imfised on the tdtal amount to be paid by the lessee 
under the lfie agreeE1t._'I‘he_l_e-ssor shall ?:?>l?:It_th—e tax in ful_l a_t@ifiaEe lease 
is executed or, if the tax is irmded in thjease andthe le'ase_i§s-si—,gned,E;t§<—is due 
f_rom the orignalfisfi IE th_e time E1eT:ase i_sfiigT1ed. The— total arnoun—tt—c;T3e_pm 
l§*th§ssee under the lease aEe—err-1e_nt_eT1T1a1s the agreehd-—u;)mT\/alue of the W=,l1icT 
Ess—rnanufacturer’s rfiites, the stated residual vafi: of the leased vehiclejafithe total 
glue allowed for a vehicle Evned by the lessee take—n i—n—trade by the lesfi pT1s_tl-IE 
price of any taxable goods and ser\E:es—included in the—lease a-n_d—tlTe rent ch—a?g—e—e-is 
1)TficEdTy Code of Federarliegulations, title £_—s:=.<:—tioF§I3Tex—n3l&g any rem 
charge reIaTed t_o E capitalization o_f the :5? 1 —_ 

(b) If the total amount paid by the lessee for use of the leased vehicle includes 
amounts mat _a§ n_ot calculated a_t lg time £132 lease executed, gig tg imposed £1 
must be collected b_y fie lessor at me time t_he amounts E paid b_y th_e lessee. I_nE 
case of a lease which by its terms may be renewed, the sales tax is due and payable on 
the total amount to b—e_;§id during the—initial term._of the Esefifdfien for each 
subsequent renewal period E I_l‘_lE total amount t_o be paid during E renewal period. 

(c) If a lease is canceled pr rescinded on or before @ days 9:" execution or 
a_t vehicle returne—d t_o tg manufacturer urfier-section 325E665, E lessor may@ 
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a claim for a refund of the total tax paid minus the amount of tax due for the period 

(d) If a lessee’s obligation to make payments on a lease is canceled more than 90 
days aftefifs execution, at crediti_s allowed against s_ale—s tax or‘ motor vehicles s21l?ta__x 
E—ohTsu_bsequent lease or pufchase of a motor vehicfigat lease p_r purchase 
Esufniiiated within 30 day_s of the date_the prior lease was canceled. The amount o_f 
the credit is equal to Wastdclfitimicfitfincepfion 9f the leasefiultiplied b_y 
(T5 Far-adozfthe EmT3e1'~o.f‘~f11_ll‘1~i1—cIrItl~1_sEmaining in d;e—lease at the time of 
t_e>’1‘—m~if1‘z1tio1TcoTr'1pE:d to the figtfi used 
inception o_f mg 1_ea_se_. 

T’ 

Subd. LEASE ORIGINATING IN ANOTHER STATE. When th_e leie o_f a 
motor vehicle as defined section 297A.6l, subdivision 3 paragraph gk_), clause (_2l1 
originates in another state, the sales tax under subdivision 1 shall be calculated by the 
lessor on the total amountmtt is Cl]; under the lease agreeEt_after the vehEe—is 
required to be registered Minnesota. If the total amount to be paid by the lessee 
under theTe£e agreement has already @—sI~Jbj?(:_t—ed to tax 63; EIIOIE‘ sine’,-a credit 
for ta>_<_e_—s_paic_l 13 tlie gel flte i_s_ allowed as provided_i_11_—seEon 297A.é3_()T_ 

" *“ 
EFFECTIVE DATE. Subdivision 1 of this section is effective for leases entered 

into after September E 2005. Subdivis—io~n—2_(7f this seciion is effective for vehicles 
Minnesota flter September EEO? _ — 

Sec. 22. Minnesota Statutes 2004, section 297A.99, subdivision 9, is amended to 
read: 

Subd. 9. ENFORCEMENT; COLLECTION; AND ADMINISTRATION. (a) 
The commissioner of revenue shall collect the taxes subject to this section. The 
commissioner may collect the tax with the state sales and use tax. All taxes under this 
section are subject to the same penalties, interest, and enforcement provisions as apply 
to the state sales and use tax. 

(b) A request for a refund of state sales tax paid in excess of the amount of tax 
legally due includes a request for a refund of the political subdivision taxes paid on the 
goods or services. The commissioner shall refund to the taxpayer the full amount of the 
political subdivision taxes paid on exempt sales or use. 

(c) A political subdivision shall incur a legal debt to the state for refunds of local 
sales taxes made by the commissioner after a tax has terminated when the amount of 
the refunds exceecfitlieamount of localfisfltzgesailected for mm fehiitted to tlE 
fiitical subdivisionfihe commissioner of revenue shall bil171e-poIi_ti—cal subdii/—i—si()—n Q this difference. The_c<-)mmissioner shall deposit the mohey—irTthe state treasury and 
_c_r;eiiEt to the gen<;aT 

1 ‘I ~‘——- *- 
EFFECTIVE DATE. This section is effective for all refunds made on or after the 

day following enactmtfi _ -_ _ Z" — _ —— —_ 
Sec. 23. Minnesota Statutes 2004, section 297A.99, is amended by adding a 

subdivision to read: 
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Subd. 12a. NOTIFICATION OF USE TAX. Any political subdivision imposing 
a local salesfil use tax, which maintains an officiafib site, must display on its main 
hcmpgafili-to a_notice that residents—and busirTe§em We-political s-ubfivfi 
WoW=,—a—1(?alEse tax on_pi.1‘rchases ofgods and servicgmade outside of the 
po.li-tic—:a'l_s1fi3cWsicmirr—11'ts.—The notice must providtfinformation, including a 151% 
any relevant Department of_Revenue Web site, on how‘ the taxpayer r_nz§—get 

finrnation and forms nece—ssa1y for calKatin;ancTpaWg E t;ax_. If thepofitiatl 
subdivision prdvides and bills for—sewer, water, g—a?bage collection, 617 (Tther public 
utility services, the bil_li1Tgs?terEnt must also include at least once pt; year a notice 
th_at residents flflusinesses may owe a lififi Ex of th_e 
political subdivision limits and provide information 2 how th_e taxpayer may g_et 
information E forms necessary E calculating an_d paying Q13 t_a_)E 

EFFECTIVE DATE. This section effective January 1, 2006. 

Sec. 24. Laws 1991, chapter 291, article 8, section 27, is amended by adding a 
subdivision to read: 

Subd. 3a. LIMITATIONS ON USE. Notwithstanding any other provision of this 
section, thegty may use up to $1,500,000 annually, of the re%1ues collected froTnE 
taxes imp—os$rm)$isi_()ITs_ 1 and 2, to fund operafiofi maintenance, and imprm; 
ments for the Riverfront 2000 andfelated facfiities. This amount may on? be used if 
sufficient‘ r<e—venues remain to ma the annual debt olfitions for tEb$.‘ls Eii-d.fE)m 
these revenue sources. This_authoriFto spendmney for operficifmaintenge, and 
improvements expires E331 l, 2007,_unless approvedby the voters at a speciam 
general election E lg Dece—mbe1‘ 3_l, 2006. _~ — _ _ _ 

EFFECTIVE DATE. This section effective upon compliance lg th_e governing 
body o_f th_e (ii o_f Mankato with Minnesota Statutes, section 645.021, subdivision 

Sec. 25. Laws 1991, chapter 291, article 8, section 27, subdivision 4, is amended 
to read: 

Subd. 4. EXPIRATION OF TAXING AUTHORITY AND EXPENDITURE 
LIMITATION. The authority granted by subdivisions 1 and 2 to the city to impose a 
sales tax and an excise tax shall expire when the prineipal and interest on on December 
31, 2015, unless sufficient revenues are not available to defease afi bonds or 
obligations issued to finance consuuctiofif l{—iV/erfront 2O0(E1nd related facilities have 

eapkakadmmiswatweqandopemfingeependimrespayablefiembendprweedsand 

investmemeammgsonbondpr%eedsaadreveme&shaHnetexeeed$2§;0Q&099£er 
Pciverfrent 2990 and related I_f sufficient funds are not available to defease th_e 
bonds, the tax expires December 3_1_, 2018, but all reverTu_esTrom taxes ifnposed after 
Decemlg ST, 2015, must be used to defeasahe_bonds. The city may, by ordin2mTe, 
terminate th_e tg a_t a_n earlier date. 

EFFECTIVE DATE. This section effective upon compliance lg th_e governing 
body 9; th_e o_f Mankato with Minnesota Statutes, section 645.021, subdivision 

New language is indicated by underline, deletions by strikeeut:

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
2373 2005 FIRST SPECIAL SESSION Ch. 3, Art. 5 

Sec. 26. Laws 1993, chapter 375, article 9, section 46, subdivision 2, as amended 
by Laws 1997, chapter 231, article 7, section 40, and Laws 1998, chapter 389, article 
8, section 30, and Laws 2003, First Special Session chapter 21, article 8, section 13, 
is amended to read: 

Subd. 2. USE OF REVENUES. Revenues received from the tax authorized by 
subdivision 1 may only be used by the city to pay the cost of collecting the tax, and 
to pay for the following projects or to secure or pay any principal, premium, or interest 
on bonds issued in accordance with subdivision 3 for the following projects. 

(a) To pay all or a portion of the capital expenses of construction, equipment and 
acquisition costs for the expansion and remodeling of the St. Paul Civic Center 
complex, including the demolition of the existing arena and the construction and 
equipping of a new arena. 

(b) Except a_s provided paragraphs Q g (_f)_, the remainder of the funds must 
be spent for: 

(1) capital projects to further residential, cultural, commercial, and economic 
development in both downtown St. Paul and St. Paul neighborhoods; and 

(2) capital and operating expenses of cultural organizations in the city, provided 
that the amount spent under this clause must equal ten percent of the total amount spent 
under this paragraph in any year. 

(c) The amount apportioned under paragraph (b) shall be no less than 60 percent 
of the revenues derived from the tax each year, except to the extent that a portion of 
that amount is required to pay debt service on (1) bonds issued for the purposes of 
paragraph (a) prior to March 1, 1998; or (2) bonds issued for the purposes of paragraph 
(a) after March 1, 1998, but only if the city council determines that 40 percent of the 
revenues derived from the tax together with other revenues pledged to the payment of 
the bonds, including the proceeds of definitive bonds, is expected to exceed the annual 
debt service on the bonds.

' 

(d) If in any year more than 40 percent of the revenue derived from the tax 
authorized by subdivision 1 is used to pay debt service on the bonds issued for the 
purposes of paragraph (a) and to fund a reserve for the bonds, the amount of the debt 
service payment that exceeds 40 percent of the revenue must be determined for that 
year. In any year when 40 percent of the revenue produced by the sales tax exceeds the 
amount required to pay debt service on the bonds and to fund a reserve for the bonds 
under paragraph (a), the amount of the excess must be made available for capital 
projects to further residential, cultural, commercial, and economic development in the 
neighborhoods and downtown until the cumulative amounts determined for all years 
under the preceding sentence have been made available under this sentence. The 
amount made available as reimbursement in the preceding sentence is not included in 
the 60 percent determined under paragraph (C). 

(e) I_n each o_f calendar years 2006, 2007, 2008, £1 2009, revenue E Q exceed 
$3,500,000 E tf used t_o IE th_e principal o_f bonds issued E capital projects o_f tlfi 
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E After December 3_1_, 2009, revenue from me E imposed under subdivision 1 may 
not be used for this purpose. - 

(_t2 By January 15 of each odd-numbered year, the mayor and the city council must 
report to the legislature on the use of sales tax revenues during the preceding two——year 
one-year period. 

Sec. 27. Laws 1993, chapter 375, article 9, section 46, subdivision 3, as amended 
by Laws 1998, chapter 389, article 8, section 31, is amended to read: 

Subd. 3. BONDS. The city may issue general obligation bonds or special revenue 
bonds to finance all or a portion of the cost for projects authorized in subdivision 2, 
paragraph (a) or The debt represented by the bonds shall not be included in 
computing any—debt limitations applicable to the city. The bonds may be paid from or 
secured by any funds available to the city, including the tax authorized under 
subdivision 1, any revenues derived from the project, tax increments from the tax 
increment district that includes the project, and revenue from any lodging tax imposed 
under Laws 1982, chapter 523, article 25, section 1. The bonds may be issued in one 
or more series and sold without election on the question of issuance of the bonds or a 
property tax to pay them. Except as otherwise provided in this section, the bonds must 
be issued, sold, and secured in the manner provided in Minnesota Statutes, chapter 475. 
The aggregate principal amount of bonds issued under this subdivision for projects 
authorized subdivision 2, paragraph (a), may not exceed $65 million, pfiided that 
the city may issue additional bonds und—er this subdivision for projects authorized in 
subdivision 2, paragraph (a), as long as the total principal ar—nount of the additional 
bonds togetlgr with the outstanding principal amount of the bonds previously issued 
under this subdivision for projects authorized in subdivision 2, paragraph (a), does not 
exceed $130 million. Thebonds authorized by—this subdivision shall not bancluded in 
local general obligation debt as defined in Laws 1971, chapter 773, as amended, 
including Laws 1992, chapter 511, and shall not affect the amount of capital 
improvement bonds authorized to be issued by the city of St. Paul. Bonds to pay for 
projects authorized in subdivision 2, paragraph (b), may be issued if the cia c—c)11-nbil @ determines that_20 percent of the revenues defiveffran the tafamicfized under 
section 1 togethe_r_wiW other rev-enhes pledged t_o payment o_fE_ebonds, including th_e 
proceeds o_f definitive bonds, expected t_o exceed file annual debt service E th_e ' 

bonds. 

Sec. 28. Laws 1998, chapter 389, article 8, section 43, subdivision 3, is amended 
to read: 

Subd. 3. USE OF REVENUES. Revenues received from the taxes authorized ‘by 
subdivisions 1 and 2‘ must be used by the city to pay for the cost of collecting and 
administering the taxes and to pay for the following projects: 

(1) transportation infrastructure improvements including both regional highway 
and airport improvements; 

(2) improvements to the civictcenter complex; 
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(3) a municipal water, sewer, and storm sewer project necessary to improve 
regional ground water quality; and 

(4) construction of a regional recreation and sports center and associated fir 
higher education facilities available for both community and student use; leeateel at or 
adjacent re the Rochester eenter. 
The total amount of capital expenditures or bonds for these projects that may be paid 
from the revenues raised from the taxes authorized in this section may not exceed 
$74,400,000 $111,500,000. The total amount of capital expenditures or bonds for the 
project in clause (4) that may be paid from the revenues raised from the taxes 
authorized in this section may not exceed $20,000,000 $28,000,000. 

EFFECTIVE DATE. section effective the gay following final enactment. 

Sec. 29. Laws 1998, chapter 389, article 8, section 43, subdivision 4, is amended 
to read: 

Subd. 4. BONDING AUTHORITY. (a) The city may issue bonds under 
Minnesota Statutes, chapter 475, to finance the capital expenditure and improvement 
projects. An election to approve the up to $71,500,000 in bonds under Minnesota 
Statutes, section 475.58, may be heldhi Embination wit? the election to authorize 
imposition of the tax under subdivision 1. Whether to permit imposition of the tax and 
issuance of bonds may be posed to the voters as a single question. The question must 
state that the sales tax revenues are pledged to pay the bonds, but that the bonds are 
general obligations and will be guaranteed by the city’s property taxes. An election to 
approve up to an additional $40,000,000 of bonds under Minnesota Stzfites, secticm 
475.58, may be held in combination with E: election to authorize extension of the tax 

E may Eng ifi an agreement with Olmsted County under which the city 
and the count}T1gree to jointly undertake 117 finance certain roadway infrastT1§:E 
firwements. The agreement may provid?That the city will make available to the 
county a portion_(Y the sales taxTe_venues collc=._cteTpuE1z1—ii_ttotTautho1ity grantgd 
in this section and-the bondinfiithority provided in this subdivisi_oT1. The county may, 
filrfisuant t_o the~a.g~reeflment, issue its general obligati~o%nds in a princ_ipal amount not 
exceeding tlE1mountauthorized‘l7y its agreement the cityp_ayable primarily frfi 
the sales =tax—revenues f_rp__in the city‘ u_nder the agreement.—TEcounty’s bonds mufiae 
iss“ue_d~ih~accordance with tfiprdvisions 3f_Minnesota Swites, chapter 475, exce—p_t 
that no election is 1‘equ_i1‘—ewd_ ft}? the issuanceof the bonds and the bonds are rrincluded 
fih?1fc‘tT1eTaT6F"tFé‘<Hn?;T# 

"T" —" 7-T1? 
(b) The issuance of bonds under this subdivision is not subject to Minnesota 

Statutes, section 275.60. 

(c) The bonds are not included in computing any debt limitation applicable to the 
city, and the levy of taxes under Minnesota Statutes, section 475.61, to pay principal 
of and interest on the bonds is not subject to any levy limitation. 
The aggregate principal amount of bonds, plus the aggregate of the taxes used directly 
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to pay eligible capital expenditures and improvements may not exceed 
$111,500,000, plus an amount equal to the costs related to issuance of the bonds. 

(d) The taxes may be pledged to and used for the payment of the bonds and any 
bonds issued to refund them, only if the bonds and’ any refunding bonds are general 
obligations of the city. 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 30. Laws 1998, chapter 389, article 8, section 43, subdivision 5, is amended 

to read: 

Subd. 5. TERMINATION OF TAXES. (a) The taxes imposed under subdivi- 
sions 1 and 2 expire at the later of (1) December—i 2009, or (2) when the city council 
determines that suff1_cierItWds-IL?/e been receivefiE)m- EH6 taxes to finance the 
prejeets and te first $71,500,000 of capital expenditures and bonds for the projects 
authorized in sufilivision 3, including the amount to prepa—y-‘or retire? rgturity the 
principal, ifierest, and prgmium due o.n any bonds issued for the projects under 
subdivision 4, unless the taxes are extended as allowed in paragraph‘ (b). Any funds 
remaining after compljon of tlgproject and—retirementEr redemption—<)f the bonds 
may be placed in the general fund ef the eity shall also be used to fund the projects 
under subdivision 3. The taxes imposed under s1E3?livi_s'1-ofi ad? fay fiaire at an 

time if the city so determines by ordinance. 

(b) Notwithstanding Minnesota Statutes, sections 297A.99 and 477A.0l6, or any 
otherwamtrary provision of law, ordinance, or city charter, the cfiof Rocheste1—'-ma—}I, 
Edinance, extend theTa)E authorized in—sfiivisions 1—anfi Eyond Decerjba 
3I, 2009, if approved—b3/ the voters of the— city at a specialH=.c_tion in 2005 or the 
Eieral el&tion in 2006.—The quest~io1—1_pLfio_tlIe voters mjust in—d_ica?e—_tl_1§_tE 
affirmative vote wguld allowfi to an additic->r_1am40,000,000 of sales tg revenues E 
raised and um $40,00(W cfbgnds to be issued above the amount authorized in tE 
June 2T1§§zZ referendum 1’? the pr3je“cts specified infibdivision 3. If the tag 
;1tbori—ze:d in subdivisions 1 Ed 2—are extended under tfis paragraph, the taxgefi 
when the ci_t_y council detefrfies fit sufficient funds_—have been recgved from the 
taxes t3_firEce the projects and to—pTepay or retire at mmigrie principal,_irTter<E 
and p1€I1’lil11’l’1 dugn any bondTis§1ed for tlIe projects under subfi/ision 4. Any funds 
Eiaining afterjcompgtion of the proja:-t _aEd retirement or redemption Kfgbonds 
EbeplaE<§.d_i_r_1tli_egenerf@o_'ftli_e@ 

—— _— 
EFFECTIVE DATE. This section effective gig gay after compliance b_y th_e 

governing body o_f t_lE o_f Rochester with Minnesota Statutes, section 645.021, 
subdivision

‘ 

Sec. 31. Laws 2001, First Special Session chapter 5, article 12, section 44, the 
effective date, is amended to read: 

EFFECTIVE DATE. This section is effective for sales and purchases made after 
July 31, 2001; and befere August -1-, 2005. 
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Sec. 32. Laws 2001, First Special Session chapter 5, article 12, section 67, the 
effective date, is amended to read: 

EFFECTIVE DATE. This section is effective for purchases and sales made after 
June 30, 2001, and before January —l—, 2003 1t_1l_y_ _1_, 2007. 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 33. Laws 2001, First Special Session chapter 5, article 12, section 95, as 

amended by Laws 2002, chapter 377, article 3, section 24, and Laws 2003, First 
Special Session chapter 21, article 8, section 15, is amended to read: 

Sec. 95. REPEALER. 
(a) Minnesota Statutes 2000, sections 297A.61, subdivision 16; 297A.68, subdi- 

vision 21; and 297A.71, subdivision 2, are repealed effective for sales and purchases 
occurring after June 30, 2001, except that the repeal of section 297A.61, subdivision 
16, paragraph (cl), is effective for sales and purchases occurring after July 31, 2001. 

(b) Minnesota Statutes 2000, sections section 297A.62, subdivision 2, and 
2-9-7—An64; 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 297A.71, subdivision 16, is repealed 
effective for sales and purchases occurring after December 31, 2002. 

EFFECTIVE DATE. section effective th_e cbiy following final enactment. 

Sec. 34. Laws 2002, chapter 377, article 3, section 4, the effective date, is 

amended to read: 
EFFECTIVE DATE. With the exception of clause Q—fi item 69; This section is 

effective for sales and purchases made after June 30, 2002. Glause €29; item €ii% is 
effeefiveformlesandpumhasesmadeafierJune39;2002;andbefereJanuary4;200% 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 35. Laws 2002, chapter 377, article 11, section 2, subdivision 1, is amended 

to read: 

Subdivision 1. SALES AND USE TAX. (a) Notwithstanding Minnesota Statutes, 
section 477A.016, or any other provision of law, ordinance, or city charter, the 
following cities may, by ordinance, impose a sales and use tax of one-half of one 
percent for the purposes specified in subdivision 2: 

(1) the city of St. Cloud, pursuant to the approval of the city voters at the general 
election held on November 7, 2000; 

(2) the city of Sartell, pursuant to the approval of the city voters at an election held 
in November 1999; and 
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(3) each of the cities of Sauk Rapids, Waite l2ark—, St. Joseph, and St. Augusta, 
pursuant to the approval of the voters of that city at the next general election following 
the date of final enactment of this act, as provided for in subdivision 33 an_d 

election held November 3 2003. 
(b) The provisions of Minnesota Statutes, section 297A.99, govern the imposition, 

administration, collection, and enforcement of the taxes authorized under this 
subdivision. 

(4) the city of Waite Park pursuant t_o E approval o_f th_e voters .a_t th_e general 

(c) The tax in Sartell must be used for the purposes listed in subdivision 2, 
notwithstanding other purposes listed in the referendum, and are not subject to the 
requirements of Minnesota Statutes, section 297A.99, subdivision 3. 

EFFECTIVE DATE. This section effective th_e (Lg after compliance by the 
governing body pf Q13 pf Waite Park with Minnesota Statutes, section 645.021, 
subdivision

1 

Sec. 36. Laws 2002, chapter 377, article 11, section 2, subdivision 4, is amended 
to read: 

Subd. 4. IMPOSITION AND TERMINATION OF TAX. The tax authorized by 
each city under subdivision 1 shall be imposed beginning January 1, 2003, or on the E day of a calendar quarter after the city has been approved at a referenalfifi 
authoEed—by city ordinance, aI1—cl_shafi ~ex‘pir—e_DeTm3bei= 3-1-, 200§_March 31, 207, 
unless anotlrr E11 sales tax is imposed under another law, in which case this—tax will 
expire when the other taxisflifnposed. The tax may expi?1t_ an ear1iemnfi' K, 
E determinerfi ordificg. W — —_ ~—— — ~ —w-__ —— H —_W 

EFFECTIVE DATE. This section is effective the day following final enactment. 
Sec. 37. ST. CLOUD AREA CITIES; SALES AND USE TAX AUTHO- 

RIZED. ' 

Subdivision 1. SALES AND USE TAX AUTHORIZED. Notwithstanding 
Minnesota Statutes,‘ sections 297A.99, subdivision i paragraph (d), and 477A.O1—6, or 
any other provision of law, ordinance, or city charter, the followirfiities may, 15 
o_r—d-inance, impose a.s_ale_s—_and use tax bf E-half of 07 percent for—tI1e—1E>s§ 
specified i_n subdivisitrg 

— ” T T _ — _ _ 
Q2 tfi cities o_f Cloud @ Joseph, pursuant t_o th_e approval o_f@ 

voters a_t th_e general election held Q November 2, 2004; 2_1_nil 

Q th_e cities Q Augusta, Sartell, Sauk Rapids, _a_I_1§ Waite Park pursuant t_o% 
approval of the voters of that city at the next general election.

' 

The provisions of Minnesota Statutes, section 297A.99, except subdivision 3, 
paragifaph (cl), govern_the imposition, administration, collection, and enforcement of 
the tax auth—_<:>rized undgfthis section, unless specifically providc? for otherwise I-II 

at-ibtfr subdivision. 
W — _ 
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Subd. 2. USE OF REVENUES. (a) Revenues received from the tax authorized 
by subd_iWsF>n 1 by the city of St. Cloud must be used for the—cTstT)_fT1lecting and 
fiministering tlietaxgicmfpayfil or part—o‘1’_tl1e—<:21[W1oi721dr“ru’~rEtr§ive costs offi 
development, a—cc1LTisitiR,_c<)1?1‘Et$n~,_i_I—np_r<)7ement, add securing and d@ 
service on bonds or other obligations issued to finance the: following rc-Tgional projects 
as approved by the voters E specifically detailed E referendum authorizing Q13 
tax: 

(1). St. Cloud Regional Airport; 

Q_)_ regional transportation improvements; 

9 community E aquatics centers; 
(4) regional public libraries; and 

Q acquisition find improvement o_f regional park land and open space. 
(b) Revenues received from the tag authorized by subdivision 1 by the cities of St. 

Josepifwaite Park, Sartell, Sauk_R_apids, gig St. Augusta wt beusaffbr the c6§Fo? 
collecting and administering die tax arm t_o_ pay all or pa? —of_tl1e- c—e1r>itWE 
administratix/—e costs of the development, acquisitfii, cfonsfiucmi, Enp-r—dveInent, ME 
securing and paying défi service on bonds or other obligations issued to fundfi 
projects specifically afived by the—voters atfiie referendum authorizing the—t_a17(_.—Th-e 
portion of revenues from the cfi going to fuT1d_the regional airport or regiEaIlib1Ta17y 
located ii the city ofg @>uTw-illbe Elfinléfi under the applicable joint powers 
agreement.— 

‘T _ T‘-_ _ — __ 
Q The E pf revenues received from th_e taxes authorized subdivision 1 Eg 

projects allowed under paragraphs Q E Q E limited t_o th_e amount authorizedg 
each project under th_e enabling referendum. 

Subd. 3. ST. CLOUD BONDING AUTHORIZED. (a) The city of St. Cloud 
may issue general obligation bonds of up to $30,000,000 to_1)a}7fome.cos—ts of the 
Eofiublic library pursuant to thaifpirdvral of the projectsldyth-e_ci_ty_ VIESE:fl 
election held on November 2, 

__ —— _ —— "T _— 
(b) l21c_h city rLay issue general obligation bonds for another project authorized 

under—subdivi%n 2 without separate bonding approvafit a referendum only if the 
issuance o_f bonds f£_r th_at project was included in the authorizing question. T_h<;urTouTt 
pf bonds issued fo_r a project is Eited to thgfnaximum amount of locarsales tag 
revenues phat may be spent gruff projecrufir tl£tautho1'izing que_stion. 

(c) T_‘l1_e debt represented by the bonds authorized under this subdivision must not 
be incTuded i'1Tc_omputing ap_y-‘debt limitations applicable totjlna city, and the levy_oI‘ 
axes required by Minnesota Statutes, section 475.61, to_pE tiTpfi;ip—z1l F513; 
interest on me bonds must E be subject to any levy lifnitatiogor be includecm 
computin-g‘_o_r applying gig lefliimitation fi3p—l—i~cabTe~t_o die 

_ W _ 
Subd. TERMINATION OF TAX. The ta_x imposed the cities o_f Joseph, & Cloud, Augusta, Sartell, Sauk Rapids, E Waite Park under subdivision I 
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expires when th_e council determines th_at sufficient funds have been collected from 
th_e E t_o retire E redeem th_e bonds g obligations authorized under subdivision E 
paragraph §a)_, b_11t: E later than December EL 2018. 

EFFECTIVE DATE. This section is effective for the city that approves it the day 
after compliance by the gov~e_1mng bodygyf each cityfivlth 1Tfi£.fié§Bta Statutes: Eta 
E021, subdivis—idn~§, for sales an-d-1;u1‘clE‘s—t§s?r1—2Ide:<)r1 and after January 1, 2006. 
Agreements and cont1a_cts—foi‘ spencfig may not be enterdyzoandspending may not 
occur for the31rposes authbiized in sI1_l>—(liv—is—io—ri—_2_ n_or flbmls b_e issuermfi 
subdivfiof-E January L 2006-7 

Sec. 38. CITY OF ALBERT LEA; SALES AND USE TAX. 
Subdivision 1. SALES AND USE TAX AUTHORIZED. Notwithstanding 

Minnesota Statutesfsection 477A.0l6, or any other provision of law, ordinance, or city 
charter, the city of Albert Lea may, by or_di—n§1ce, impose a sales AH use tax of orE—lTlf 
of one pgeffcg the purges specfiied in subdivision 2.—The p1T)—i/—isE1s—ofF/Iinnesota 
§2Hes, secticm E7A.99, govern the —imposition, adrr—ii—rdstration, comection, and 
enforcement g‘ th_e ta_x authorized und—er subdivision. 

‘T 

Subd. 2. USE OF REVENUES. ’Lhe proceeds g me 33 imposed under 
section sha1l—E used t_o E E lake improvement projects Q detailed tlg Shell Rock 
River watershed plan. 1 

Subd. REFERENDUM. If t_h_e Albert I._.ea City Council proposes t_o impose th_e 
t_a§ authorized b_y section, th_e question o_f imposing th_e tag must 13 submitted t_o 
the voters at the next general election. 

Subd. 4. TERMINATION OF TAXES. The taxes imposed under this section 
expire at the_ earlier of (1) ten years after the taiies are first imposed, or (fiwhen the 
city councfig first dete;in?eE1:%: E>‘un—toEen—ueF1ised to payfor-tl1e'p—r<§eets 
&er subdiEon 2, shall Eeror exceed_ the sum of $15—,I)(F)7)(W my funds 
remaining E com’p1et?IIiTlTe fiojects Ejemced E13 general @ of th_e 
city. 

EFFECTIVE DATE. This section effective th_e E after compliance b_y th_e 
goveming body o_f tl1_e o_f Albert IE with Minnesota Statutes, section 645.021, 
subdivision 

Sec. 39. CITY OF BEMIDJI. 
Subdivision 1. SALES AND USE TAX AUTHORIZED. Notwithstanding 

Minnesota Statutes? section 477A.0l6, or any other provision of law, ordinance, or city 
charter, pursuant to the approval of th_e?y voters at the g—61';1l election he_ldE 
November 5, 2002—,tlT€city of Bernidji—may—impose by ()r—dinance a sales and-E;E 
of one-ha1f3fT:[)§enTfo?the purpo§'specified~in subdivisiorl 2. Theiovisions 
6? Minnesogr yatutes, “Er? 297A.99, govern me imposition,_ filinistration, 
collection, £1 enforcement o_f fie tag authorized uncfi this subdivision. 
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subject t_o E notice E reverse referendum requirements E would apply under 
Minnesota Statutes, section 469.190, subdivision 5 th_e county was imposing Q tag 
in Q unorganized territory. E provisions o_f Minnesota Statutes, section 469.190, 
subdivisions 2, 3, 6, and 7, apply to a tax imposed under this section. 

EFFECTIVE DATE. This section effective E day after th_e governing body 
of Hubbard County Ed chief clerical officer comply with Minnesota Statutes, 
section 645.021, subdivisions 2 and 3. 

Sec. 41. CITY OF PROCTOR; LODGING TAX. 
The city of Proctor may use up to ten percent of the revenues received from the 

lodgigtaxhrnriuposed byWe—(gt§I_uEi<;Minnesota Etutes, section 469EE 
presewatfii of the Cal3?ose—anE1e Baldwin Locomotive, Class M3 Mallet, Num@ E donatedto E1? city by the_fiuF1th, Missabe and Iron Range Rafifay Company, and 
the F-101F ai1_'crTt,TriE Ember 59-0407, do% the city by the Departrnent—c>f E Force. 

_ — : _ — _ 
EFFECTIVE DATE. This section is effective the day following final enactment. M.M,_,__.M..:M.M.M 
Sec. 42. CITY OF WILLMAR. 
Subdivision 1. SALES AND USE TAX AUTHORIZED. Notwithstanding 

Minnesota Statute; section 477A.016, or any other provision of law, ordinance, or city 
charter, pursuant to the approval of thefity voters at the g”€n"e‘r?1 election heTd—on 
November 2, 200¢:tl?city of Wi11—H1iiT mmmpose b_y cfiinance a sales and_1E tg 
of one-halfbffapaemo? the purposrspecifiedfi subdivision_ 2. The—p?ovi—si(E 
o—f Minnesota -_St_atutes, sefiifiu 297A.99, govern the imposition,_ acfiiinistration, 
Ellection, and enforcement _of th_e ta_x authorized uncg subdivision. ‘ 

Subd. USE OF REVENUES. Revenues received from die tg authorized lg 
subdivision 1 must be used for the cost of collecting and administering the tax and to 
Ely a_ll Q E o_f th_e capital g administrative costs g tl1_e development, acquisition, 
construction, and improvement of the following projects: 

(_1_)_ completion End expansion <_)_f l:h_e airport/industrial park; 

(2) hiking and biking trails; 

Authorized expenses include, but are not limited to, acquiring property, paying 
construction expenses related t_o thedex/elop-ment of thesaacilities and improvements, 
and securing and paying debt service on bonds or_other ob1igations_i-ssued to finance 
fiuisition, cEtruction,firovemen?9_r devefipment of these projects.

_ 
Subd. BONDS. The of Willmar E issue without E additional election 

general obligation bonds of die Q amount not to exceed $8,000,000 t_o pay 
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capital and administrative expenses for the acquisition, construction, improvement, and 
develop_1—n-ent of the projects listed i1fiub—divvision 2. The debt represented by the bo@ 
must not be included in computing—any debt 1irniQtio_-n—s appqlicable to g1_e—g_i_ty__,-and the 
I575?-tagas required_by Minnesotgtatu-tes, section 475.61, to pat the prinafilfi 
Wifferest on the bondfand must not be subject to E E lirfii-tat-ions—9_r be include_d 
i—_n_computinE-or-applyinggy h3_vy—1Tmitation applicable to t_h_e 

Subd. 4. TERMINATION OF TAX. The tax imposed under subdivision 1 

expiresTat—the1ater of (1) seven years after the d-a—te th—e tax is first iHp_o_sed, or (2) when 
the wi11Tn§Fc”u’y‘c%1m_ci1—¢:1eEé1mfie§Ti;“atTHea—m<»?fitTe§61T1T.:c1 9 subdifsfi {Q 
bgen receiveEm the tax to finance t@ap_ita1 and administrative costs, an_d t_o repay 
oimtire at matur-itfly K. pTinFipa1, interest, and prerniurn fie on any bonds issued under 
subdivisizn 3. Any_ funds remaining afiT completion Sf‘ E pigjects listed in 

subdivision Zianfltirement or redemptidn-Bf the bonds ma be_placed in ge_>—gtTnera_l 
fund of the 5ityT1‘he tax impcged under subdivgon 1 mzfitpire at an earlier time if 

§cEEmEe?by ordinance. 
T Z _ _ —~ _ 

EFFECTIVE DATE. This section is effective the day a_fg compliance by-the 
governing body of the city7Wil1mar_with Minnesgta Statutes, section 64—5._0~2'1_, 

subdivision? 
_ — : —~ ~— 

Sec. 43. CITY OF WINONA; TAXES AUTHORIZED. 
Subdivision 1. SALES AND USE TAX AUTHORIZED. Notwithstanding 

Minnesota Statutes? section 477A.O16, or any other provision of law, ordinance, or city 
charter, if approved Q the voters pursuE1tTo"Minnesota Statutes,_s?ction 297A.§—9-,_t_hT: 
city of Winona may i1n1Ese by ordinance agales and use tax of one-half of one pe1~ce—11t Etfie purpos<w_s_pecified in subdivision 3. THé‘f»fii§i6n? of Minnesoii-‘Statutes, 
s?<:ti~o_1i 297A.99, govern thei_mposition, adrrfinfiration, collectidn, and enforcement of 
th_e m_x authorized undert_—h_is subdivision. 

__ _ 
Subd. 2. EXCISE TAX AUTHORIZED. Notwithstanding Minnesota Statutes, 

sectioH2177K.O16, or fly other contrary provision of lay: ordinance, or city charter, the 
city of Winona ifl impose by ordinance, for the purposes specifiecfiris—ubdivision_3‘_, 
§n_eRise tax of up to $20 motor vehic—le,E defined by ordinance, purchased o—r 
acquired f_r_o—m_21ny—;ErE eT,gaged within the7:ity in the business of selling moto_r 

vehic1esa_tflai_T_.~ 
—~_———__M__”—”—__ 

Subd. 3. USE OF REVENUES. Revenues received from the taxes authorized by 
subd%-io—n—s_1 a_nd 2 _II_1l_1_s_t be uid to 3 all or part of the capital?§)sts of transportation 
contained in the Minnesota Department JTrzE1_sp5_rtaTc>n’s Wingrglgtermodal study 
dated June30_(_)§ and in the resolution appzwed by the city council on January 3, 2005, 
h1cIu‘dE~secu1i11~fi1‘_1Jay—ing debt service on bofisfisg under su—b—division 4,_for the 
transportation projects and tcmy the cos? of collecting and adn1inisten'ng_tlie_ta): 
Authorized costs include—, l§1tTreToFTiTriiF:d to, acquir_in_g property and-Elyhfg‘ 
constructionErlfengineeringcofirefied t_o E13 Eoj ects. 

—— 

Subd. 4. BONDS. The city of Winona, if approved by voters pursuant to 
Minnesota STatutes, section 297A.99, may issue general obligfion bonds of the 
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in one or more series, th_e aggregate principal amount not to exceed $20,000,000 to 
Eg—ca1:Eal a_1_1£l administrative costs o_f £11: transportation r>r—c>3ects. E debt representa Q th_e bonds Qt included computing £131 debt limitations applicable tg tine 
and the levy of taxes required by Minnesota Statutes, section 475.61, to pay the 
Erh1c_ip—al3f_~andinterest on the bcfids is not subject to any levy limitation or included 
2 compuE1g—o_r applyingflfl lirfitfon applicat>l?t_oW_e — 

Subd. 5. TERMINATION OF TAXES. The taxes imposed under subdivisions 1 

and 2?xEre_ at the later of 15 years after the infisition of the tax or when the Winona 
cit_y—council de_te‘rrn$s_Ih§KficieTfI1nds have bee?re:_e—i7ed—fE1_tl? taxes to 
;_)r_e_pay gr retire at matun'—ty* the principal, intergt, afipremium CIIE)l’l_;n§E1'l(£ 
issued E @ projects under subdivision fundsgmaining after expiration pfE 
taxes and retirement o_f me bonds IE bf placed a capital project fund; _<§ Q13 E taxes imposed under subdivisions 1 aid 2 1_n_g expire a_t E earlier time tl1_e 

g determines Q ordinance. 
EFFECTIVE DATE. This section effective E: E after compliance b_y ge 

governing body pf th_e g Winona with Minnesota Statutes, section 645.021, 
subdivision 

Sec. 44. CITY OF WORTHINGTON; TAXES AUTHORIZED. 
Subdivision 1. SALES AND USE TAX. Notwithstanding Minnesota Statutes, 

section 477A.O16, pr any other provision of law, ordinance, pr city charter, approved 
fie voters pursuant to Minnesota Stahites, section 297AW at the next general 

election, the city of Wor?hington may impose Q ordinance a sales and use tax of up 
to one—half of one percent for the purpose specified in shbdivision 3. Except as 
aherwise provid?i in this s§:ti?>_n, the provisions of Minnesota Stat-u—tes, sectkm 
297A.99, govern the ifnpgtion, adn1i11i—stration, collecdon, and enforcement of the tax 
authorized underTEs subdivision. 

__ F‘ — '— 
Subd. 2. EXCISE TAX AUTHORIZED. Notwithstanding Minnesota Statutes, 

section 477A.O16, or any other provision of law, ordinance, or city charter, the city of 
Worthington may imprse by ordinance, for_the_purposes spefiigfin subdivis—ic>1T5: 
excise tax ofjf to $20 p_er motor vehi—<:1ce,—21s defined by ordinance, purchased Fr 
acquireT1EroIn§1y_p%>nI_e—ngaged within the_city in the_business .of selling rnotE 
Vehicles a_t retai—l.._ 

— _~ — — _ 
Subd. 3. USE OF REVENUES. Revenues received from taxes authorized b 

subdivision; 1 and 2 must be used by the city to pay the cost of collecting and 
adn1iniste1ing—t:h—e_tax_esjarTt(fi>ay-fair as Esta a~co_n1—mLd1i—ty_cE1tEoomplex anfi 
make renovatio—11sEdicgf/le;1I1%l7'K_u-cEorium:Authorized expenses include, bI1_t_ar_e 
not limited to, acqFir?g property and paying construction expenses related to.t_heT 
Eprovement_s, an_d paying E serxdde on bonds gr other obligations issued toIinance 
acquisition and construction of these ifirovements. 

Subd. BONDING AUTHORITY. Q I_f t_hE E authorized under subdivision 
1 approved Q the voters, the may issue bonds under Minnesota Statutes, chapter 
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475, to pay capital a_nd administrative expenses fg t_h;e_ improvements described 
subdivision § an amount @ does not exceed $6,000,000. An election t_o approve the 
bonds under Minnesota Statutes, section 475.58, pot required. 

(b) The debt represented by the bonds is not included in computing any debt 
1imita_ti_o1T-zfiapflliable to the city 5133 an;/_levy—o_f taxes under Minnesota Stat1TtT, 
section 475.61, to payprh1—c'ip—al—ofa—r1c1 i_n_teres_t—on—t_he bonds is not subject to any levy 
limitation. 

_ — _ T“ _ __ _ —— T ‘— 
Subd. 5. TERMINATION OF TAXES. The taxes imposed under subdivisions 1 

and at the earlier of (1) ten years, or (_2Twhen the city council determines that 
t—l1—ea_mountof_1'<%nue 1'eccTnIedf?o—m the taxes?) Ely fo1Tt_L<:—1)rojects under subdivisicm 
§_equals or_exceeds $6,000,000 plusThe additional amount neededfiay tlf its 
related toissuance of bonds underTubW/ision 5 including interest orfihe—bonds. Any 
funds rtgnaining after completion of the project and retirement or rgdeinption 0% 
bonds shall be placal in a capitalp1'c>j—ect fund of_tl1e city. The t—axes imposed Fnder 
subdivisTns 1 and 2 Eli expire at an eai¥er_@eTthe—ci5_-s6 determinE-W ~——____— __"—___—_— 

EFFECTIVE DATE. section effective E E fir tlg governing l_><)cl_y 
o_f th_e of Worthington a_nc_l chief clerical officer timely comply with Minnesota 
Statutes, section 645.021, subdivisions 2g 

ARTICLE 6 

SPECIAL TAXES 

Section 1. Minnesota Statutes 2004, section 287.20, subdivision 2, is amended to 
read: 

Subd. 2. CONSIDERATION. (a) “Consideration” means generally the total 

monetary value that is given in return for a conveyance of real property in ‘this state and 
includes all lump~sum payments, all prior or future installment payments that are 
required .under the agreement between the parties, and the fair market value of any 
property taken, or to be taken, in exchange. 

(b) Consideration does not include the reasonable and lawful amounts of interest 
paid for the privilege of paying the purchase price in installments and the fair market 
value of any items of intangible personal property that are conveyed by the taxable . 

instrument. 

(c) Consideration does not include the amount paid for the personal property 
located on the real property being conveyed and transferred as a part of the total 
consideration, except that the amount paid for the personal property located on the real 
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property being conveyed must be included if the real property being conveyed is a 
one—, two-, or three-unit residential structure. ' 

(d) When a conveyance of real property is made pursuant to a contract for deed, 
the consideration is the price for the real property reflected in the contract; except that, 
subject to the limitations under section 287.221, if the contract for deed, or other 
agreement entered into as a condition to the seller executing the contract, requires the 
property to be improved during the term of the contract and the price of the real 
property as reflected in the contract does not include the consideration for the required 
improvements, then the consideration is the price for the real property as reflected in 
the contract and the consideration for the required improvements added‘ during the term 
of the contract. 

(e) “Total consideration” has the same meaning as consideration. 
(f) “Consideration, exclusive of the value of any lien or encumbrance remaining 

at the time of sale” or “net consideration” means the amount of considerationas 
reduced by the amount outstanding under any lien that attached: to the real property“ 
prior to the time of sale and that is not released or satisfied as a result of the sale." 

(g) Except in the case of a gift, when the amount of the consideration for a 
convcfitnce incl11—cles-somjtrt-h1Trig_oE finfiiey or prc-)Tnise_s to pay moneyjhe 
consideration for that conveyance is reb11tt—al3ly presum_ed to equal th_e fair—market va-1-1} 
pf t_hE §a_l pro1Ter—tTEng conveye_d. 

_ _.——# 

EFFECTIVE DATE. This section effective 9* deeds @_a_t E both executed 
and recorded after July 31, 2005. 

Sec. 2. Minnesota Statutes 2004, section 287.20, is amended by adding a 
subdivision to read: 

Subd. _3_a_. DESIGNATED TRANSFER. “Designated transfer” means giy o_f me 
following: 

Q a transfer between E entity owned _b_y 2_1 fie owner, and gag: file owner; 
Q a transfer between E entity which a husband, a wife, g both ar_e th_e Elle 

owners, and (ii) the husband, wife, or both; 

(3) a transfer between (i) an entity with multiple co-owners, and (ii) all of the 
co—ovKer_s, so long as each o_f‘the—co-ownerjnaintains the same percefia—g_e_ownaship 
interest in th_ceTu1s_ferEd_1€al_property, whether direcfy or through ownership of -a 
percentage —o_fge entity; 

1 _ — — 

Q a transfer between a revocable trust, argl tfi grantor pr grantors o_f t_h3 
revocable trust; gr 

9 a transfer o_f substantially all pf t_hi: assets o_f E pr more entities pursuant t_o 
E reorganization, as defined section 287.20, subdivision 

F_or purposes _o_f definition o_f designated transfer, E interest a_n entity that 
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owned, directly or indirectly, by or for another entity shall be considered as being 
owned proportiofitely by or for_the—ov7ners of the other entity Glider provisionssimilar 
to those of section 267 _o_ftl_1e Ititerhal Revenue Code o_f 1986, a_s amended 
th1‘—ou_,4§i December 3_1_,

— 
EFFECTIVE DATE. section effective August 1, 2005. 

Sec. 3. Minnesota Statutes 2004, section 287.20, subdivision 9, is amended to 
read: 

Subd. 9. REORGANIZATION. “Reorganization” means the transfer of substan- 
tially all of the assets of a corporation, a lin1ited liability company, or a partnership not 
in the usual or regular course of business if at the time of the transfer the transfer 
qualifies as: (i) a corporate reorganization under section 368(a) of the Internal Revenue 
Code of 1986, as amended through December 31, 2009 2004; or (ii) a transfer pursuant 
to the from a partnership to another partnership wheme transferee is treated as a 
continuation-of an the transferor u1id—eFsection 708 6f the Intefiiafi 
Revenue Code of 1986, as amended thEigh December 31, 2090 

EFFECTIVE DATE. section effective E gig following final enactment. 
Sec. 4. Minnesota Statutes 2004, section 287.21, subdivision 1, is amended to 

read: 

Subdivision 1. DETERMINATION OF TAX. (a) A tax is imposed on each deed 
or instrument by which any real property in this state is granted, assigned, transferred, 
or otherwise conveyed. The tax applies against the net consideration. For purposes of 
the tax, th_e conversion of a corporation to a limited liability company, afnited liabilifi 
Empfiiy to a corporation: a partnership_t<_> a limited partnership, a limited partnership 
to anothefiifnited partne1'sHip or other efiify, or a similar conversion of one entity to 
another dog not grant, assign,—transfer, E co1Ee_y re_a1 property. 

_ — — 
(b) The tax is determined in the following manner: (1) when transfers are made 

by instruments pursuant to (i) consolidations or mergers, consolidations, or sales; 

emansre»sersubstanaar1yaTiertheasse,tse£Zh?e enaaesasaerme4aaseeEen2s:z..2e, 
subdivision 9; pursuant to plans of reorganization designated transfers, the tax is $1.65; 
(2) when there is no consideration or when the consideration, exclusive of the value of 
any lien or encumbrance remaining thereon at the time of sale, is $500 or less, the tax 
is $1.65; or (3) when the consideration, exclusive of the value of any lien or 
encumbrance remaining at the time of sale, exceeds $500, the tax is .0033 of the net 
consideration. 

(c) If, within six months from the date of a designated transfer, an ownership 
interest the grantze entity is Ifafiréfleafi a_n initial owner to any peEon or entity 
with the result % the desigrfited transfer wofid not have bee? a—d_<:signated—transfer 
i_fmatl_e_t'o—§<_a_ grant}; entity with its subsequent cwnership, then a tax is imposed at 
T)C)_E3-§_o_1’T11_e ne_t considerationfifi designated transfer. tl1eT1b_st7;_ue_rit transfer o_f 

ownership interests E reasonably expected E tfi time of ti? designated transfer, t_h:e 
applicable penalty under section 287.31, subdivision L must be paid. The deedg 
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imposed under this paragraph is due within 30 days of the subsequent transfer that 
caused the tax tc-3-1} imposed un_de?this paragraplmva-ufilry transfers pf ownersTp 
shall noEe—c<—)rEicTredi transfers of omership under this paragraph. The commissioner 
@2155}? rules defining E types pf transfers t_o b;?onside1'ed inmuntary. 

(d) The tax is due at the time a taxable deed or instrument is presented for 
recordihg, except as provided in paragraph (c). The commissioner may require the tax 
to be doci1mented_i-n a manner—prescribed b'y_th3omrnissioner, arTtlTnay requigthat 
Ee—doc11mentationbe_attached to and recordedas part of the deefifhstrument. T‘—he 
county recorder or registrar of t1_'tlFshal1 accep-t*tl1<::z1tE1_chrT1eFtt"—or-recording asE 
of the deed or instrument andmay no{r_equire, as‘; condition officording a deecT)r 
Estrumy, evidence that a—t?ansfe_r 1?; designated transfer in acfiition to thatreEI1—ire_d 
by the commssionefidch an att—ac§1ment shall not, ho;/ever, profit? actual or 
Ens_t—ructive notice of the infonnation contained the1?in for purposes of determining 
any interest in the real 1)r—operty. The commissioner shall pfe_scribe the manner in which 
Eetax due BBQ pafagraph (c)_isto be paid and IE require gra—n—tees of designated 
tr—ans§rsT<) fiTn:_vvith the com—rI).is-sionicT subsgeaent-gatements verifying that the ta_x 
provided i1‘i§p~a_ra_g1wEh (L) files no_t Ely. 

__ — 
EFFECTIVE DATE. This section effective Q deeds t_hat are both executed 

and recorded after July 31, 2005. 

Sec. 5. Minnesota Statutes 2004, section 295.50, is amended by adding a 
subdivision to read: 

Subd. lg BLOOD COMPONENTS. “Blood components” means E parts o_ffl1_e 
blood E are separated from blood by physical E mechanical means £13 ar_e intended 
_fpr transfusion. Blood components 9 pg include blood derivatives. 

EFFECTIVE DATE. This section effective f_or gross revenues received after 
December §_l_, 2004. ‘ 

Sec. 6. Minnesota Statutes 2004, section 295.50, subdivision 3, is amended to 
read: 

Subd. 3. GROSS REVENUES. “Gross revenues” are total amounts received in 
money or otherwise by: 

(1) a hospital for patient services; 

(2) a surgical center for patient services; 

(3) a health care provider, other than a staff model health carrier, for patient 
services; 

(4) a wholesale drug distributor for sale or distribution of legend drugs that are 
delivered in Minnesota by the wholesale drug distributor, by common carrier, or by 
mail, unless the legend drugs are delivered to another wholesale drug distributor who 
sells legend drugs exclusively at wholesale. Legend drugs do not include nutritional 
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products as defined in Minnesota Rules, part 95050325, gig blood 31 blood 
components; and 

(5) a staff model health plan company as gross premiums for enrollees, 

co-payments, deductibles, coinsurance, and fees for patient services. 

EFFECTIVE DATE. section effective gig gross revenues received after 
December 3_1, 2004. 

See. 7. Minnesota Statutes 2004, section 295.52, subdivision 4, is amended to 
read: 

Subd. 4. USE TAX; PRESCRIPTION DRUGS. (a) A person that receives 
prescription drugs for resale or use in Minnesota, other than from a wholesale drug 
distributor that is subject to tax under subdivision 3, is subject to a tax equal to the price 
paid to the wholesale drug distributor multiplied by the tax percentage specified in this 
section. Liability for the tax is incurred when prescription drugs are received or 
delivered in Minnesota by the person. 

(b) A person that receives prescription drugs for use in Minnesota from a 
nonresident pharmacy required to be registered under section 151.19 is subject to a tax 
equal to the price paid by the nonresident pharmacy to the wholesale drug distributor 
or the price received by the nonresident pharmacy, whichever is lower, multiplied by 
the tax percentage specified in this section. Liability for the tax is incurred when 
prescription drugs are received in Minnesota by the person. 

(c_) A ta_x imposed under subdivision does p_o_t apply t_o purchases b_y an 
individual for personal consumption. 

EFFECTIVE DATE. section effective f_o_r purchases made after fl SL 
2005. ' 

Sec. 8. Minnesota Statutes 2004, section 295.53, subdivision 1, is amended to 
read: 

Subdivision 1. EXEMPTIONS. (a) The following payments are excluded from 
the gross revenues subject to the hospital, surgical center, or health care provider taxes 
under sections 295.50 to 295.59: 

(1) payments received for services provided under the Medicare program, 
including payments received from the government, and organizations governed by 
sections 1833 and 1876 of title XVIII of the federal Social Security Act, United States 
Code, title 42, section 1395, and enrollee deductibles, coinsurance, and co-payments, 
whether paid by the Medicare enrollee or by a Medicare supplemental coverage as 
defined in section 62A.011, subdivision 3, clause (10), or by Medicaid payments under 
title XIX of the federal Social Security Act. Payments for services not covered by 
Medicare are taxable; 

(2) payments received for home health care services; 
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(3) payments received from hospitals or surgical centers for goods and services on 
which liability for tax is imposed under section 295.52 or the source of funds for the 
payment is exempt under clause (1), (7), (10), or (14); 

(4) payments received from health care providers for goods and services on which 
liability for tax is imposed under this chapter or the source of funds for the payment 
is exempt under clause (1), (7), (10), or (14); 

(5) amounts paid for legend drugs, other than nutritional products and blood and 
blood components, to a wholesale drug distributor who is subject to tax—1i1ider sect-E 
295.52, subdivision 3, reduced by reimbursements received for legend drugs otherwise 
exempt under this. chapter; 

(6). payments received by a health care provider or the wholly owned subsidiary 
of a health care provider for care provided outside Minnesota; 

(7) payments received from the chemical dependency fund ‘under chapter 254B; 

(8) payments received in the nature of charitable donations that are not designated 
for providing patient services to a specific individual or group; 

(9) payments received for_providing patient services incurred through a formal 
program of health care research conducted in conformity with federal regulations 
governing research on human subjects. Payments received from patients or from other 
persons paying on behalf of the patients are subject to tax; 

(10) payments received from any governmental agency for services benefiting the 
public, not including payments made by the government in its capacity as an employer 
or insurer or payments made by the government for services provided under general 
assistance medical care, the MinnesotaCare program, or the medical assistance 
program governed by title XIX of the federal Social Security Act, United States Code, 
title 42, sections 1396 to l396v; 

(11) government payments received by the commissioner of human services for 
state-operated services; 

(12) payments received by a health care provider for hearing aids and related 
equipment or prescription eyewear delivered outside of Minnesota; 

(13) payments received by an educational institution from student tuition, student 
activity fees, health care service fees, government appropriations, donations, or grants, 
and for services identified in and provided under an individualized education plan as 
defined in section 256B.0625 or Code of Federal Regulations, chapter 34, section 
300.340(a). Fee for service payments and payments for extended coverage are taxable; 
and 

(14) payments received under the federal Employees Health Benefits Act, United 
States Code, title 5, section 8909(f), as amended by the Omnibus Reconciliation Act 
of 1990. Enrollee deductibles, coinsurance, a_nd co-payments g subject 9 ta_)r; and 
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(12 payments received under E federal Tricare program, Code 91‘ Federal 
Regulations, Ltk Q, section 199.17(a)(7). Enrollee deductibles, coinsurance, and 
co-payments are subject t_o t_a)_<_. 

(b) Payments received by wholesale drug distributors for legend drugs sold 
directly to veterinarians or veterinary bulk purchasing organizations are excluded from 
the gross revenues subject to the wholesale drug distributor tax under sections 295.50 
to 295.59. 

EFFECTIVE DATE. The change made to paragraph (a), clause (5), o_f this 

section is effective for amour? paid for blood and blood comfients afterT)‘ecemTr 
31, 2004". The chang? made to p:uTgi~;I13E (a), clau§e (14), of this sectionfirrective for 
e—n_rollee d—<%TL1ctib1es, coinsurance, and cfiayments rece:—iiIed—under the federal EE 
ployees Health Benefits Act on or a—fEr the day following final enactfint. Parag% 
§a_)_, clause (15), 

effe<Ee—Tor_g~ro_ss Tvenues received under the federal Tricare 
program flag December §_l_, fin 

Sec. 9. [29575] LIQUOR GROSS RECEIPTS TAX. 
Subdivision DEFINITIONS. §a_) F_m‘ purposes o_f section, E following 

terms have the meanings given. 

(b) “Commissioner” means the commissioner of revenue. 

(c) “Gross receipts” means the total amount received, in money or by barter or 
excha_nge, for ah liquor sales atTtaias measured by the Etles price,_b_u_t does ndt 
include aiy_t21xes imposed directly on K: consumer tHat—are separately ?1ted—on TE 
invoice, o_f _sa_le, g similar documenfgiven t_o ge_p_111'c—haser. 

_— 
£12 “Liquor” means: 

Q intoxicating liquor, § defined section 340A.101, subdivision 

Q beverage containing intoxicating liquor; girl 
Q2 percent malt liquor, § defined section 340A.101, subdivision lg when 

s_o1_d a_t E on—sale or off-sale municipal liquor store or other establishment licensed to 
s_e1_l qty type o_f intoxicating liquor. 

Q “Liquor retailer” means _a retailer that sells liquor. 
Q “Retail sale” has th_e meaning given section 297A.61, subdivision 

Subd. GROSS RECEIPTS TAX IIVIPOSED. A ta_x imposed on each liquor 
retailer equal t_o percent o_f gross receipts from retail sales Minnesota o_f liquor. 

§1_1_b§ USE TAX IIVIPOSED; CREDIT FOR TAXES PAID. Q A person that 
receives liquor f_o_r use 0_r storage in Minnesota, other E from a liquor_retailer tE‘. 
Ei_d E ti u_nc_lE subdivision 2, i_§subject to tax at fie ra_te imposed under subdivifi 
2. Liability E fie tag incurred when tuliefiarson has possession_of-the liquor in 
Minnesota. The tax must be remitted to-— the comrnissioner in the_s7fie manner 
prescribed f_'@_t—2ixes impbsed under cfiiptef 297A. 

_ —' 
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(b) A person that has paid taxes to another jurisdiction on the same transaction and 
is sub—ject—to tax u11T:rWs_sev3tion is Entitled to a credit for Ih—eE( legally due and pTd 
E) anotherTuHsdiction t0_the extent_ of the less_er‘of (1) tlFta_x—aE1ally paicfi; thToEer 
jurisdiction, or (2) the Rant of tax_in_1posed by_MEr1e—soIa—on the tran§1_cti)n_s"ubject 
to tax in theothedr j?1'isdiction._ 

— _~ — —
' 

Subd. 4. TAX COLLECTION REQUIRED. A liquor retailer with nexus in 
Minnesota, Who is not subject to tax under subdivision— 2, is required to c—c)ll_ec:t—tl1etz§ 
imposed un$Es1fi)d—ivision 3 ffirfihe purchaser of the_licE1or and give the purc:—haseIr 
a receipt for the tax paid. The tax (Flected .Inust‘l3eTen1itted tcTh§c_>m—§is_sioner in E same E1rE1er3resF1‘i—l3ed—&__t_l§ taxes imposed—under chapEr797A. ‘ 

Subd. 5. TAXES PAID TO ANOTHER JURISDICTION; CREDIT. A liquor 
retail;tE1t_has paid taxes to another jurisdiction measured by gross receipts‘ and is 
subject t(Ta1x_un(§his section on the same gross receipts is enIitled to a credit iTth_e 
tax legafiy~dI1e and E1 to anotl1?rj11—risdiction to the exten—t_of the lesser of (1) the E1} 
aTually paid—t—oWeFth—e17urisdiction, or (2) the_an$unt of tax Hposed 1;? Wngsota 
o_n the grTwsr?c$ts.sI1T>ject to Ex inE1e_£_t:_r taxing ju_risTictions.

_ 
Subd. EXEMPTIONS. A_l1 pf Q exemptions applicable t_o £h_e taxes imposed 

under chapter 297A a1_e applicable t_o £h_e taxes imposed under section. 

Subd. SOURCING OF SALES. Al_l g tlg provisions gt section 297A.668 
apply t_o EIE taxes imposed by section. 

Subd. 8. PAYMENT; REPORTING. A liquor retailer shall report the tax on a 
return prescfibed by the commissioner of revenue, and shafimt the :3 Wi_th—the 
return. The return_an<The tax must be fi_led and paid—usihé—th?fing—c)Z:Tea—nc1—c-IE 
dates pr—<w—ided @t7efim—p.osEncl—erE1—p§2fi..j _— —— j ——1 

Subd. 9. ADMINISTRATION. Unless specifically provided otherwise by this 
section, the_ audit, assessment, refund, penalty, interest, enforcement, coll_e_ct—i‘<m 

remedies,—a—ppeal, and administrative provisions of chapters 270 and 289A that are 
applicable t_o taxes.iE1posed under .chapter 297A_apply t_o taxgifiosedjndern 
section. 

Subd. 10. INTEREST ON OVERPAYMENTS. Interest must be paid on an 
overpaymenfiefunded or credited to the taxpayer from the date of—1)_aBIrEanToItE 522 
until the date the refuncTis paid orcre7d_ited. For purpose_§)‘rTtEs_subdivision_,_tlE—d¢71E 
o—f.1;ay—rT1ce11—t—is—the due date? the return or—the date ofac@ payment of EMT, 
Whichever isdai 

N : * — — * : — _ — —‘ 
Subd. ll. DEPOSIT OF REVENUES. The commissioner shall deposit all 

revenues, including penalties and interest, derived_%m the tax impos<Tt>3r this section 
E E general’ 1 — — — —~ 

EFFECTIVE DATE. This section effective f_or sales Ed purchases occurring 
on o_r after January L 2006. 

New language is indicated by underline, deletions by st=r—i:keeut:

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MH\1NESOTA 
2393 2005 FIRST SPECIAL SESSION Ch. 3, Art. 6 

Sec. 10. Minnesota Statutes 2004, section 296A.09, is amended by adding a 
subdivision to read: 

Subd. EXEMPTIONS. E provisions o_f subdivisions I and 2 do npt apply to 
aviation gasoline 9_r purchased lg a_n ambulance service licensed under chapter 
144E. 

EFFECTIVE DATE. section effective fig purchases made Q p_r after Ii 
1, 2005. 

See. 11. Minnesota Statutes 2004, section 297F.O1, is amended by adding a 
subdivision to read:

' 

Subd. & OUT-OF-STATE RETAILER. “Out-of-state retailer” means a person 
engaged outside of state th_e business 9_f selling, gr offering to sell cigarettes or 
tobacco products t_o consumers located state. 

EFFECTIVE DATE. section effective £12 d_a_y following final enactment. 

Sec. 12. [297F.031] REGISTRATION REQUIREMENT. 
Prior to making delivery sales or shipping cigarettes or tobacco products in 

connectionnwith any sales, an out—of—sfate retailer shall file with the Department at 
Revenue a SW.-merit settingTo1‘th the out-of—state retailerfiamatrale name, and th_e 
address o_ftlE out-of—state retai1er’_s_principal place g business a_ngl STE p?_aw_e~9:f 

business. 

EFFECTIVE DATE. section effective August _I_, 2005. 

Sec. 13. Minnesota Statutes 2004, section 297F.09, is amended by adding a 
subdivision to read: 

Subd. 4a. REPORTING REQUIREMENTS. IE later than the 18th day of each 
calendar month, an out-of—state retailer that has mad: clefix/ca-1r3r‘ ofifmfiefi 
tobacco products §_1—' shipped or delivered Eigziratesfibacco products into the state 
ip a delivery s_ale in th_e prev—ious calendar month E file with the De_partEerit'Ef 
Revenue reports irrthe form and in the manner prescribed lgt-hcgommissioner 

o_f 

revenue that provi_defior_e2E1 deliveryTale, the name and addr_e-ss_o—f the purchaser aifi 
the brand or brands E quantity o_f cigarettes or to§co products_§old. A tobaE> 
r?tailer garmeets th_e requirements o_f United States Code, _t_itl_e lg section §_’_7_§ e_t seq. 
satisfies t_l1e_ requirements o_f subdivision. 

EFFECTIVE DATE. section effective August L 2005. 
Sec. 14. Minnesota Statutes 2004, section 297F.10, subdivision 1, is amended to 

read: 

Subdivision 1. TAX AND USE TAX ON CIGARETTES. Revenue received 
from cigarette taxes, as well as related penalties, interest, license fees, and miscella- 
neous sources of revenue shall be deposited by the commissioner in the state treasury 
and credited as follows: 
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(1) therevenueprodueedby3T2§nnllse£thetaxoneigarettesweighingnetmere 
thanthreepwndsathousandandéénnusefmetmemeigareflesweighingmewthan 
three pounds a thousand $22,220,000 for fiscal year 2006 and $22,250,000 for fiscal 
year 2007 and each year thereafter mrfi be cred_ite?i to thrficademic Health— Center 
sp§:izTrev§rTrefircl—l1Er‘eby created and is annually appropriated to the Board of 
Regents at the University of Minnesota for Academic Health Center funding at the 
University of Minnesota; and ’ 

(2)therevenuep1eduee4bylT25miHse£themxoneigarefiesweighingnetmere 
thmtmeepwnds.atheusandand%§nfiHsefthemxweigareaesweigmngmerethan 
three pounds a thousand $8,553,000 for fiscal year 2006 and $8,550,000 for fiscal year 
2007 and each year thereafter must bgcreditedm the meTical education_and resefi 

ajounrhaeby created in the special revenue fund and is annually appropriated 
to the commissioner of health for distribution under section 62J .692, subdivision 4; and 

(3) the balance of the revenues derived from taxes, penalties, and interest (under 
this chapter) and from license fees and miscellaneous sources of revenue shall be 
credited to the general fund. 

EFFECTIVE DATE. This section effective for revenue received on o_r after June 3_0, 2005. ‘ 

Sec. 15. [297F.25] CIGARETTE SALES TAX. 
Subdivision 1. IIVIPOSITION. A tax is imposed on distributors on the sale of 

cigarettes by a cigarette distributor toa1E1il_er or cigarett_e: subjobber fofieglefthfi 
state. The taxis equal to 6.5 percent_of_ the weigfied average retail pr:'rc:The weig1n;—ed 
averagyfeffilprice mfitfia expressed_irTcents per pack when rounded t_oThe nearest 
one—tenth of a cent. The v7eighted average retai1—1)1*ice must be detenninetfinnually, 
with new r_ate_s publisrd by May 1, and effective for sales on_ or after August 1. The 
Eghtc? Tax/jage retail rficiniust be_ established.bmr-veyi—ng—Egar'ette reTaiTeE 
statewide in a manner and time deterrrfired by the comhrissioner. The determination of 
the commi§si—oner pursT1§1tt—o—this subdivisiFr1Ts_not a “rule” andiTnot subject to the 
Edministrative Procedure Aa cartained in chfitefdz. As of EgEst—1_, 2005, th_eE 
is 25.5 cents per pack of20 cigarettes.Eor packsbf c—igaTettes with_6t_lier—tlTa_n% 
;ig%te-s_@—§ ELIE: be Eljusted propo—iTt‘iT)nally. 

_ H.‘ 1 — 
Subd. PAYMENT. Each taxpayer must remit payments o_f the taxes t_o the commissioner o_n fire same dates prescribed under section 297F.09, subdivision _1_, E“ 

cigarette t_ax returns, including me accelerated remittance pf E June liability. 
Subd. 3. RETURN. A taxpayer must file a return with the commissioner on the 

same dates prescribed uncEr section sT1bdivisi6r1—1,f—or cigarette tax ret—um_s: 
Notwithstanding any other provisions of this chapter, the tax_due on the retufi is based 
upon actual stampT1)ur'chased during —tE—r'e'porting pact? 1 T_ — T 

Subd. FORM OF RETURN. T_he return must contain t_h_e information £1E 
i_n th_e form prescribed Q 013 commissioner. ’ 
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Subd. TAX AS DEBT. TIE tag that required t_o be ;Bi_d _b_y tlg distributor 
a debt from the retailer or cigarette subj obber t_o the distributor recoverable at law 
The same mzmner as other debts. A cigarette retzfiler or subjobber must _;m_y tfi tag 
imposed under sub_division 1 to @ distributor befor_e t_h_e 12th da_y o_f me month 
following E month which tli cigarettes were purchased from E distributor. 

Subd. SALES TAX STAMP. Payment g gig t_a§ imposed under section 
297F.05 an_d lg section must be evidenced by a dual—pu1pose single stamp affixed 
t_o each package. 

Subd. 7. ADMINISTRATION. The stamping, audit, assessment, interest, pen- 
a_lt_y_, 

appeal:-‘refund, and collection provisions applicable t_o the taxes imposed under 
tins chapter apply to taxes imposed under section. 

Subd. DEPOSIT OF REVENUES. Notwithstanding E provisions o_f section 
297F.10, die commissioner shall deposit a_1l revenues, including penalties and interest, 
derived from th_e tc+._X imposed ll section, th_e general fund. 

EFFECTIVE DATE. section effective E‘ a_ll sales made on or after 
August 1, 2005. 

Sec. 16. Minnesota Statutes 2004, section 2971.01, is amended by adding a 
subdivision to read: 

Subd. 6a. DIRECT BUSINESS. (_a2 “Direct business” means all insurance 
provided byan insurance company or its agents, and specifically inclugas stop-loss 
insurance~pur?hased in connection TV-ith_a self-ingrance plan for employee health 
benefits 95 fir other purposes, Q e§c—lu_des: —— — 
Q reinsurance which an insurance company assumes the liability of another 

insurance company; and 

£22 se1f—insurance. 

_(_b2 E purposes o_f this subdivision, Q insurance company includes a nonprofit 
health service corporation, health maintenance organization, and community integrated 
service network. 

EFFECTIVE DATE. This section effective fg insurance premiums received 
after December E 2005. 

Sec. 17. Minnesota Statutes 2004, section 2971.01, subdivision 13a, as added by 
Laws 2005, chapter 151, article 8, section 16, is amended to read: 

Subd. 13a. REINSURANCE. “Reinsurance” is insurance whereby an insurance 
company, for a consideration, agrees to indemnify another insurance company as 
defined under section 2971.01, subdivisions 5 and 6a, paragraph (b), to the extefi 
taxable under section 297I.05, against all or par? cFtT1e7oss which the_l2Tt-ter_ma—y sustain 
under the policy or policies which it has issued. 

EFFECTIVE DATE. This section effective June 2 2005. 
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Sec. 18. Minnesota Statutes 2004, section 297I.O5, subdivision 4, is amended to 
read: 

Subd. 4. MUTUAL PROPERTY AND CASUALTY COMPANIES WITH 
TOTAL ASSETS LESS THAN ‘$1,6_00,000,0.00 ON DECEMBER 31, 1989. A tax is 
imposed on: 

Q mutual insurance companies tl1_a1t fig both property and casualty eeinpanies 
insurance that had total assets greater than $5,000,000 at the end of the calendar year 
but that had total assets less than $1,600,000,000 on December 31, 19893 

(_22 a mutual insurance company created pursuant t_o Laws 1983, chapter 287, 
article 2, that sells only casualty insurance. ~ 

The rate of tax is equal to+ 

received’ byt»hemsurer' eragentseftheinsurer‘ ‘ 
ferlifemsuranee-' ,i-neash 

or otherwise, during the yeara and 

6% 1.26 percent of gross premiums less return premiums on all other direct 
business received by the insurer or agents of the insurer in Minnesota, in cash or 
otherwise, during the year. 

EFFECTIVE DATE. This section effective _fo_r premiums received after 
December 2005. 

Sec. 19. Minnesota Statutes 2004, section 2971.05, is amended by adding a 
subdivision to read: 

Subd. LIFE INSURANCE. A g imposed Q E insurance. E are 9_fE 
equals 3 percentage gf gross premiums Es return premiums o_n a_ll direct business 
received by _th_e insurer g agents O_f'1:l'1_e insurer in Minnesota for life insurance, in cash 
_or otherwise, during £15 year. For premiums rgeived afterficgnber E 2005, but 
b_efore’Janua1y L 2007, th_e_ r;a_t_e_-o_‘f ta_x 1.875 percent. E premiums received a% 
December E1_, 2006, but before January L 2008, E r_ate o_f E 1.75 percent. E’ 
premiums received after Dece_mber3_1_, 2007, but before January 1, 2009, the rate of tax 
i_s 1.625 percent. _F_or premiums received afterfiecember E 2008—, E % _o_f tg 
percent. 

EFFECTIVE DATE. This section effective £61: premiums received after 
December EL 2005. 

Sec. 20. [325F.7 81] REQUIREMENTS; TOBACCO PRODUCT DELIVERY 
SALES. 

Subdivision DEFINITIONS. E12 F_or purposes 91’ section, the following 
terms have E meanings given, unless E language E context clearly provides 
otherwise. 
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(b) “Consumer” means an individual who purchases, receives, or possesses 
tobacco products for personal consumption and not for resale. 

(1) “Delivery sale” means: 

(1) a sale of tobacco products to a consumer state when: 

Q t_h_e purchaser submits me order fpr th_e sfi lg means o_f a telephonic or other 
method o_f voice transmission, fie mail pr any other delivery service, o_r fie Internet o_r 
other on—line service; pr 

§ii_) EIE tobacco products g delivered b_y use o_f’tlie mail g other delivery service; 
or 

(2) a ile o_f tobacco products that satisfies th_e criteria clause (_1L item 
regardless o_f whether E seller located inside 9_r outside o_f % state. 

A sale of tobacco products to an individual state must be treated as a% 
to a consumer, unless th_e indivi<lual_ licensed as a distributor E‘ retailer of tobacco 
products. 

gd) “Delivery service” means 3 person, including @ United States Postal Service, E engaged the commercial delivery o_f letters, packages, gr other containers. 

Le) “Distributor” means a person, whether located inside or outside of this state, 
other than a retailer, _w_h_g sells or distributes tobacco products in the state.—DEibutor 
@_rT<)t_include a tobacco_—prElucts manufacturer, export wa_reh5u—s'efiroprietor, or 
impoifi with a vtfiid permit under United States Code, title 26, section 5712 099%", 
if the periells or distributes tobacco products in this Eat-eE1y to distii_b1Ttors who 
hofivalid anTl—cu1Tent licenses under the l_aw_s 05:35:56} En—export warehou§ 
proprietor t)r—another manufacturer. Distributor d_o_es—nTncEdea_common or contract 
carrier that-is transporting ‘tobacco products under_a-p1—'o‘per bill 0? lading or lreight bill 
that statesthe quantity, source, and destination of_tobacco—;E>d1'1cts, or 5- person “E 
fips tobac-cbfiproducts through this state by common or contract carrier under a bifibf" mg o_r freight :1“ — _—"~ 

Q “Retailer” means a person, whether located inside or outside state, who 
sells g distributes tobacco products t_o a consumer this state. 

Q “Tobacco products” means: 
Q cigarettes, a_s defined section 297F.0l, subdivision a_n£l 

(_2_) smokeless tobacco as defined section 325F.76. 

Subd. REQUIREMENTS FOR ACCEPTING ORDER FOR DELIVERY 
SALE. 9}) subdivision applies to acceptance o_f E order £<_)_r a delivery s_a.l_e o_f 

tobacco products. 

(_b) When accepting E order _f<)_r E. delivery % from :1 consumer, Ere tobacco 
retailer shall obtain tlg following information from th_e person placing gig order: 
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£1_) a copy pf 2_1 valid government-issued document E provides th_e person’s 
name, current address, photograph, and date of birth; and 

Q E original written statement signed _b_y % person documenting tl1_a1t tlg 
person: 

Liz o_f legal E t_o purchase tobacco products g state; 
ii) E made 2_1 choice whether £9 receive mailings from _a tobacco retailer; ' 

understands t_ha_t providing false information mg b_e a violation o_f law; an_d 
gvz understands E 2_1 violation gt @ t_o purchase tobacco products 9” 

subsequent resale 9_r_ £o_r delivery t_o persons who g under tl_1t_=. legal g ti) purchase 
tobacco products. 

Sc} E‘ E order made as a result o_f advertisement over E Internet, t_lE tobacco 
retailer shall request th_e e-mail address o_f E purchaser 31 shall receive paymentQ 
credit card or check prior to shipping. 

((1) Prior to shipping the tobacco products, the tobacco retailer shall verify the 
inforrfition pro_vided unde1$aragraph (b) againstacommercially avafie database". 
Any such database or databases may 211?) include_age and identity information from 
Era/emment or—validated cfimefial sources,—i7ftlEt additional informati<% 
regularly used by g_overnment and businesses for the_pu.r_p_ose of identity verificatioh 
and autherfitijir, and if the adflonal inforrnzfinm used only-to supplement and not 
ttfieplace the g,overI1_-meT1t-Tsued identification data §1—tlIe_ag-e_a_ndidentity verif-ic_atio_n 
process. 

— :_———*_:j._ 
Subd. 3. REQUIREMENTS FOR SHIPPING A DELIVERY SALE.Q 

subdivisionjrpplies t_o a tobacco retailer shipping tobacco products pursuant t_o a 
delivery sale. 

(_l;>) E tobacco retailer shall clearly mark t_lE outside o_f Ere package g tobacco 
products 9 E shipped “tobacco products : adult signature required” and t9 showE name of the tobacco retailer. 

Q E tobacco retailer shall utilize a delivery service th_at imposes th_e following 
requirements: 

(1) an adult must sign for the delivery; and 

identification that contains a photograph o_f th_e person signing Q th_e delivery Ed 
indicates @ E person signing E th_e delivery o_f legal age 2 purchase tobacco 
products an_d resides at th_e delivery address. 

Q The retailer must provide delivery instructions flat clearly indicate E 
requirements pf subdivision El must declare E state @ requires compliance 
with the requirements.

' 
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(e) No criminal penalty may be imposed on a person for a violation of this section 
0thCl'_filEl—f1— a violation descrilg fiparagraph_(5 or (g).VVh_enever it appErs to the 
comn11Tsi<3rie1‘ that any person lfis engaged i_n_ a_ny—E:t or practice constitutinfil 
violation of this}-ecfin, and theyiolation is hotwtlfi two years of any previous 
violation Sf tmsection, th—e—co-mfimissioner §lEa_ll-issue and ca—Tse to b_e§:1;e—d uponE 
person anordeFrequiring—the person to cease and desist—f17)m violating this section. The 
order niust ye reasonabgiiotice of_the riglit_s_of E person to requefi hearing El 
must state the reason f_or th_e entry3f—th_e order.TJnless otherv7ise agreed betweenE 
1?rti‘esm1t;.~a—1:ing shall be held not 18.t—C‘»lTfll_‘l seven E/s after the request for E hearing 
is receifiad by thec—<>11‘1n—1*is_s-i_c—)i1¢;:§1I:tE'-which—::1nTwithin—2I)_<lfi after the—§:ceipt of the 
aclministrati—v-e—law judge’s repfiand sub_s;quent e)P(?e‘mTc>11fi1<l_—argument,-— We 
commissioner sh_all issue an order vacating the cease and desist orcIe1—; modifying it, or 
making it permTnent as tlgfacts require. H716 liearinfi requested within 30 days 3f 
the service of the o1'der,~tlT<-:~(>r$e1' become_s E1211 and remains in effect until_mfiifia 
Evacated bythe_commisT)ner. All hea1'ings_sl1—al1—l;:_conductecl_in accordance with _tlE 
Eovisionsg fipter If the pe_rson to whcfn-a cease and desist order is iss1@ 
to appear at the hearing afErT_eing duly71otified,—the perso—n shall be deemed in default, 
and the pmceeding ma)/Te determF3d against EH6 person u1)—on~considerati—on of the 
Ic-easefiald desist ord—e_1:.ge__ allegations o_f whichfiay E deemed t_o E true. _— 

(1') Any person who violates this section within two years of a violation f_or which 
a cease an_d desist order was issugunder paragraphzel guity o_f a misdemeanor. 

(£9 Any person who commits a third g subsequent violation o_f section, 

including z_1 violation E which a cease E desist order was issued under paragraphQ 
within any subsequent two-year period guilty g 5 gross misdemeanor. 

Subd. COMMON CARRIERS. This section may no_t 13 construed E 
imposing liability upon z_1n_y common carrier, E officers Q employees pf t_h_e common 
carrier, when acting within t_h_e scope pf business o_f t_h_e common carrier. 

Subd. REGISTRATION REQUIREMENT. Prior to making delivery sales or 
shipping tobacco products connection with E sales, an out-of-state retailer must 
meet E requirements o_f section 297F.031. 

Subd. 6. COLLECTION OF TAXES. (3.) Prior to shipping any tobacco products 
to a p_ui'E1s_er in state, the out-of-state 1‘e?1iler shall comply \Wh all requirements 
if chapter E7 and £111 e1Ts—ure that all state excise taxes and fee—s~that_ apply to such 
tobacco products—E11/E been collc;cEd_an—cl_p_21_igl t_o the?sta1te—an_d‘tl1z1_t—a-llre:__lz1_t«edE 
excise tax stamps g other indicators of_state excist:—ta1)F13I1i1Ter_1tEvce_I>een propem 
affixedt—_o those tobacco products. 

~—‘ ~— — —— 
Q I_n addition t_o 2m_y penalties under chapter 297F, a distributor _v@ t_oE 

any ta_x % according to paragraph 92 shall p_2i3I_, addition to afl other penalty, a 
penalty o_f Q percent o_f t_h_e _ta)_(_ due gt unpaid. 

Subd. APPLICATION OF STATE LAWS. Ifl state laws mg apply t_o in~state 
tobacco product retailers shall apply to Internet and mail~order sellers t_l_'1itSiI1 i_nt_o 
state. 
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Subd. FORFEITURE. .3 tobacco product fl or attempted Q E sfi a 
delivery % EC does n_o_t meet die requirements o_f section deemed to E 
contraband ffl subject t_o forfeiture E same manner § £1 accordance with 
the provisions of section 297F.21. 

Subd. CIVIL PENALTIES. A tobacco retailer g distributor who violates 
section o_r rules adopted under section subject to t_he following fines: 

(1) for the first violation, a fine of not more than $1,000; and 

Subd. 10. ENFORCEMENT. The attorney general may bring an action to 
enforce thisgction and may seek injfifctive relief, includin_g—a prfii-min_ary or fina 
injunctiofind fines,-;—)e_11z;lti—esVW'l equitable relief and may seelz to prevent or ESQ 
actions in violation of this sectio.nby any person or 2-1EpTsoEnEolling such person. 
In additfm, a violaaifif this seat-iors a violaEo—rlT)f the Unlawful Trade-1_3ractices 
Act, sections_325D.09 t-0‘3ED.l6. 

_ H —- 
EFFECTIVE DATE. This section effective August L 2005, except thatE 

criminal penalties in subdivision § Ed tlg civil penalties subdivision 2 33 effective E violations occufring E or after August L 2005. 
See. 21. FLOOR STOCKS TAX. 
Subdivision 1. CIGARETTES. A floor stocks cigarette sales tax is imposed on 

every person engaged in the business Tn this state as a distributor, reEiEr, subjobbef, 
vendor, manufacturer, ;r_1E1nufacturer—’s of cigarettes, on the stamped 
cigarettes and unaffixecfitamps in the person’s possession—or under the 1)—ers()—n’s control 
at 12:01 a._nTon August 1, 20057IE=, tax is imposed at thaate of K5 cents per pack 
;f20_agaTtt<§ For pacl(_s Tiga_re_tteTw_ith other than*2_()?ga1'_etEs',_tlTc.=,_taxEaW 
adjgted proportifiilly. 

_ Z __ _ — — j_ 
Each distributor, by August 10, 2005, shall file a return with the connnissioner, in 

the form the comniissioner presc:1‘1—'l3es, showingWe_stamped-ci_gaTttes and unaffixa 
Fmps on—hand at 12:01 a.m. on August 1, 200?and the amount of tairwdue on the 
cigarettcg ar1cTna_ffEed7stEs.71"he tax is die: H1 fiafieb—y 
SeptembeF7__,fl):5_, and E §1atEte—b_e£s interegafi % o_f_o_nE3eE::ent a mona 

Each retailer, subjobber, vendor, manufacturer, or manufacturer’s representative, 
by August 10,’ 2005, shall file a return with the _commissioner, in the form the 
Emmissiongprescribes, sho:\/_ing~ the cigar_%so—n hand at 12:01 a.n1.T)n—fist_1—, 
2005, and the amount of tax due orfiie ciga1'ettes.—'I‘he taxwimposedwtfs section i_s 
due anTpay—able by Sefie~n.1bce_17,fi)()—i and after thEl21t—ebears inter_estE- the rate ti" 
one percent a month. _ 

Subd. 2. AUDIT AND ENFORCEMENT. The tax imposed by this section is 
subje—c—tFtlTe audit, assessment, penalty, and coll?ioh——provisionsE>pTc_able to :1? 
taxes impogl under Minnesota Statutes, clfpter 297F. The commissioner may re_quE 
a distributor to receive and maintain copies of floor sfocks m_x returns E g ah 
persons requesting a cremg returned cigarettes. 
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Subd. DEPOSIT OF PROCEEDS. E revenue from the t_a)_( imposed under @ section shall b_e deposited b_y E commissioner tlg state treasury a_n_d credited 

t_o th_e general fund. 

EFFECTIVE DATE. section effective August 13 2005. 

ARTICLE 7 

ECONOMIC DEVELOPMENT 

Section 1. Minnesota Statutes 2004, section 116J.993, is amended by adding a 
subdivision to read: 

Subd. RESIDENCE. “Residence” means the place where E individual l_1a_s 
established a permanent home from which E individual h_as_ n_o_ present intention pf 
moving. 

EFFECTIVE DATE. This section effective August L 2005. 
Sec. 2. Minnesota Statutes 2004, section 1161.994, subdivision 4, is amended to 

read: 

Subd. 4. WAGE AND JOB GOALS. The subsidy agreement, in addition to any 
other goals, must include: (1) goals for the number of jobs created, which may include 
separate goals for the number of part—time or full-time jobs, or, in cases where job loss 
is specific and demonstrable, goals for the number of jobs retained; (2) wage goals for 
any jobs created or retained; and (3) wage goals for any jobs to be enhanced through 
increased wages. After a public hearing, if the creation or retention of jobs is 

determined not to be a goal, the wage and job goals may be set at zero. The goals for 
the number of jobs to be created or retained must result in job creation o%entE1by E recipient—wEhTn_ih_?granting —ju1isdiction overall. — — T‘ _ 

In addition to other specific goal time frames, the wage and job goals must contain 
specific goals to be attained within two years of the benefit date. 

EFFECTIVE DATE. This section effective August L 2005, Ed applies 9 
subsidy agreements entered into E E after _t_l_1_a_t date. 

Sec. 3. Minnesota Statutes 2004, section 116J .994, subdivision 5, is amended to 
read: 

Subd. 5. PUBLIC NOTICE AND HEARING. (a) Before granting a business 
subsidy that exceeds $500,000 for a state government grantor and $100,000 for a local 
government grantor, the grantor must provide public notice and a hearing on the 
subsidy. A public hearing and notice under this subdivision is not required if a hearing 
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and notice on the subsidy is otherwise required by law. 

(b) Public notice of a proposed business subsidy under this subdivision by a state 
government grantor, other than the Iron Range Resources and Rehabilitation Board, 
must be published in the State Register. Public notice of a proposed business subsidy 
under this subdivision by a local government grantor or the Iron Range Resources and 
Rehabilitation Board must be published in a local newspaper of general circulation. 
The public notice must identify the location at which information about the business 
subsidy, including a summary of the terms of the subsidy, is available. Published notice 
should be sufficiently conspicuous in size and placement to distinguish the notice from 

' 

the surrounding text. The grantor must make the information available in printed paper 
copies and, if possible, on the Internet. The government agency must provide at least 
a ten-day notice for the public hearing. 

(c) The public notice must include the date, time, and place of the hearing. 

(d) The public hearing by a state government grantor other than the Iron Range 
Resources and Rehabilitation Board must be held in St. Paul. 

(e) If more than one nonstate grantor provides a business subsidy to the same 
recipient, the nonstate grantors may designate one nonstate grantor to hold a single 
public hearing regarding the business subsidies provided by all nonstate grantors. For 
the purposes of this paragraph, “nonstate grantor” includes the iron range resources and 
rehabilitation board. 

Q E? public notice o_f E public meeting about 2_1 business subsidy agreement, 
including those required by subdivision El Q subdivision it_, must include notice 
that a person with residence in or the owner of taxable property in the granting 
jurisdiction may file a written complaint with the grantor if the grantor fails to comply 
with sections 116J.993 to 116J.995, and that nfiction may E? filed agamTt1Te grantor 
for t_h_e failure t_o comply unless a written complaint filed. 

EFFECTIVE DATE. This section effective August L 2005. 
See. 4. Minnesota Statutes 2004, section l16J .994, subdivision 9, is amended to 

read:
' 

Subd. 9. COMPILATION AND SUMMARY REPORT. The Department of 
Employment and Economic Development must publish a compilation and summary of 
the results of the reports for the previous two calendar years by December 1 of 2004 
and every other year thereafter. The reports of the government agencies to the 
department and the compilation and summary report of the department must be made 
available to the public. The commissioner must make copies of all business subsidy 
reports submitted by loc—ziT and state granting agencies availabE E1 the department’s 
_\_N_e_l3 §it_e b_y octoba lT_f£?fl which thfl E submitted.““ 

The commissioner must coordinate the production of reports so that useful 
comparisons across time periods and across grantors can be made. The commissioner 
may add other information to the report as the commissioner deems necessary to 
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evaluate business subsidies. Among the information in the summary and compilation 
report, the commissioner must include: 

(1) total amount of subsidies awarded in each development region of the state; 

(2) distribution of business subsidy amounts by size of the business subsidy; 

(3) distribution of business subsidy amounts by time category; 

(4) distribution of subsidies by type and by public purpose; 

(5) percent of all business subsidies that reached their goals; 

(6) percent of business subsidies that did not reach their goals by two years from 
the benefit date; 

(7) total dollar amount of business subsidies that did not meet their goals after two 
years from the benefit date; v 

(8) percent of subsidies that did not meet their goals and that did not receive 
repayment; 

(9) list of recipients that have failed to meet the terms of a subsidy agreement in 
the past five years and have not satisfied their repayment obligations; 

(10) number of part—ti1ne and full-time jobs within separate bands of wages; and 

(11) benefits paid within separate bands of wages. 

EFFECTIVE DATE. section effective August 1: 2005. 

Sec. 5. Minnesota Statutes 2004, section 116J.994, is amended by adding a 
subdivision to read: 

Subd. 11. ENFORCEMENT. (a) A person with residence in or an owner of 
taxab1—e~pro1§rty located in the jurisdiction of thegrantor may bringan action fa‘ 
equitable relief arising odt Ethe failure oftfi grantor tocornrfi with secticfi 
1161! .993 to—11*6J .995. Th_e_courtTn_ay awardapg/ailing party in an acti3h_under this 
subdivisioh costs gig reTonableTorney _fe§s_. 

— “I —~ 

(b) Prior to bringing an action, the party must file a written complaint with the 
grantofstatingtlie alleged violation afiproposing a re—medy. The grantor has ETOTO 
days to reply tcmie complaint in wrifig and may take actionmomply v\7i§1sect_ioE 
T6J.993tc311_6J._995. 

T '_"—_“_“__?‘‘—ji 
9 The written complaint under this subdivision for failure to comply with 

subdivisionsl t9 5, gist be with Eeigrantor withinT8O days afier approvarljrnt" 
th_e subsidy agreement under sub'c_li-ESE) 3, paragraph (dTK_17ac—fioi1 under thfi 
subdivision must be commenced within 30_days fo1lowing_1receipt of thggrfiitcfs 
reply, E within 1339- E after approval ofiepstfisidy agreement unde_17su—bdivision 3, 
paragraph Q whichever-i_-s_1-ater. _ _ 
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‘EFFECTIVE DATE. This section effective August L 2005, an_d applies t_o 
subsidy agreements entered into on or after that date. » 

Sec. 6. Minnesota Statutes 2004, section 272.02, subdivision 64, as amended by 
Laws 2005, chapter 152, article 2, section 2, is amended to read: 

Subd. 64. JOB OPPORTUNITY BUILDING ZONE PROPERTY. (a) Im- 
provements to real property, and personal property, classified under section 273.13, 
subdivision 24, and located within a job opportunity building zone, designated under 
section 469.314, are exempt from ad valorem taxes levied under chapter 275. 

(b) Improvements to real property, and tangible personal property, of an 
agricultural production facility located within an agricultural processing facility zone, 
designated under section 469.314, is exempt from ad valorem taxes levied under 
chapter 275. 

‘(c) For property to qualify for exemption under paragraph (a), the occupant must 
be a qualified business, as defined in section 469.310. 

(d) The exemption applies beginning for the first assessment year after designa- 
tion of the job opportunity building zone by the commissioner of employment and 
economic development. The exemption applies to each assessment year that begins 
during the duration of the job opportunity building zone and to property. To be exempt, 
the property must be occupied by July 1 of the assessment year by a qualTf_ie_d_ business 
HE: has signed thefimsiness subsidy agreement and relocation agreement, if required, 
@311? 1 pf 'tl_1e—assessment E‘. This exemptidirdoes not apply to:

_ 

(1) the levy under section 475.61 or similar levy provisions under any other law 
to pay general obligation bonds; or 

(2) a levy under section 126C.17, if the levy was approved by the voters before 
the designation of the job opportunity building zone. 

(e)¥hiswbdivEiendeesnotapplymeapturednettweeapaeig¢inamxineremem 
finaneingdish4etmtheextemne%ssmymmeetthedebtrepaymemobHgadmsefthe 
authefiazifthepwpertyisalseloeatedwitkananagfieulmralpmeessingzena 

EFFECTIVE DATE. This section is effective for taxes payable in 2006 and’ 
thereafter, except Eat E stricken paragraph Q efgctive th_e E folfiwing £33 
enactment. 

Sec. 7. Minnesota Statutes 2004, section 289A.56, is amended by adding a 
subdivision to read: 

S_ubcL 7. BIOTECHNOLOGY AND HEALTH SCIENCES INDUSTRY 
ZONE REFTTNDS. Notwithstanding subdivision 3, for refunds payable under section 
297A.68, subdivision 38, interest is computed fromfl days after the refund claim is 
filed with the commissigner. 

" F _ Z —# — —— _ 

EFFECTIVE DATE. This section effective E refund claims filed g pr after 
August 1, 2005. 
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Sec. 8. Minnesota Statutes 2004, section 297A.68, subdivision 37, is amended to 
read: 

Subd. 37. JOB OPPORTUNITY BUILDING ZONES. (a) Purchases of tangible 
personal property or taxable services by a qualified business, as defined in section 
469.310, are exempt if the property or services are primarily used or consumed in a job 
opportunity building zone designated under section 469.314. For purposes pf 
subdivision, an aerial camera package, including any camera, comptiter, and navigation 
device contaihed in the package, that used in an aircraft tl1_z1t opaated ulcler 2_1 

Federal Aviation Adi-n_inistration pl-{§tricte:TAirw3rthiness Certificate according t_o 

Code of Federal Regulations, title 14, part 21, section 2l.25(b)(3), relating to aerial 
hs-u—1v_eyh1g, and that is based,—maiEtinT, Ed dispatched from a job opportunity 
building zon—e_,-qlfifies as primarily used or—c_dnsumed in a job oppormnity building 
zone if the imagery acquired from tlvaerhil camera packafls returned to th_e job 
@561-Tm'fi't“y building zone for processfig. The exemption fig an aerial camerapackage 
is limited to $50,000inTa)E and the tax fit be imposed arid collected as the rate 
Ender secfion 297A.6_2,s:ubdi\dsicm~1TappWied and theniefunded in Ere Enner 
provided i_n section 297A.75. 

” — "T ‘ — 
(b) Purchase and use of construction materials and, supplies for, or equipment 

Eed or consumed in the construction of improvements to real property in a job 
opportunity building fie are exempt if the improvements after completion of 
construction are to be used in the conduct of a qualified business, as defined in section 
469.310. This exemption applies regardless of whether the purchases are made by the 
business or a contractor. 

(c) The exemptions under this subdivision apply to a local sales and use tax 
regardless of whether the local sales tax is imposed on the sales taxable as defined 
under this chapter. 

((1) This subdivision applies to sales, if the purchase was made and delivery 
received during the duration of the zone. 

Q Notwithstanding the restriction paragraph E which requires items 
purchased t_o be primarily used Q consumed gig zone, purchases by a qualified 
business that is an electrical cooperative located in Meeker County of equipment and 
materials used for the generation, transmission, EIE distribution ff eleIc_trical energy ge 
exempt under subdivision, except that: 

(_12 the exemption for materials E equipment used g consumed outside die zone 
must n_ot exceed $200,000 taxes; ar_1c_l 

(1) no sales _£_1_Ifl u_se ta_x exemption allowed gar equipment purchased E resale. 
P31: purposes of paragraph, th_e t_a_x must be imposed an_d collected g E rag 
under section 297A.62, subdivision _l_, applied £il’l_d_ then refunded E manner 
provided section 297A.75. 

EFFECTIVE DATE. This section effective the d_g following final enactment. 
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Sec. 9. Minnesota ‘Statutes 2004, section 297A.68, subdivision 38, is amended to 
read: 

Subd. 38. BIOTECHNOLOGY AND HEALTH SCIENCES INDUSTRY 
ZONE. (a) Purchases of tangible personal property or taxable services by a qualified 
business, as defined in section 469.330, are exempt if the property or services are 
primarily used or consumed in a biotechnology and health sciences industry zone 
designated under section 469.334. 

‘(b) Purchase and use of construction materials and, supplies for, or equipment 
‘used or consumed in the construction of improvements to real _pr—operty in a 
brtecfnology and healthEiences industry zone are exempt if the improvements after 
completion of construction are to be used in the conduct of a qualified business, as 
defined in section 469.330. This exemption applies regardless of whether the purchases 
are made by the business or a contractor. 

(c) The exemptions under this subdivision apply to a local sales and use tax 
regardless of whether the local sales tax is imposed on the sales taxable as defined 
under this chapter. 

(d)(l) The tax on sales of goods or services exempted under this subdivision are 
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 must be paid to the purchaser. The application must include sufficient 
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.4O 
apply to the refunds payable under this subdivision. 

(2) The amount required to make the refunds is annually appropriated to the 
commissioner of revenue. 

(3) The aggregate amount refunded to a qualified business must not exceed the 
amount allocated to the qualified business under section 469.335. 

(e) This subdivision applies only to sales made during the duration of the 
designation of the zone. 

EFFECTIVE DATE. This section effective f_or sales made after December& 
2003. 

Sec. 10. Minnesota Statutes 2004, section 469.1082, is amended by adding a 
subdivision to read: 

Subd. 8. NINE-IVHEMBER BOARDS AUTHORIZED. In addition to the board 
optiogfifd-er section 469.095, a county economic developmeri authoiityhfnghave a 
nine-member board. If the authoiity has a nine-member board, at least twfiiembers 
must E county comniisgners appoin_t§1 b_y me county board. gf—_t_h_muWeconon1ic 
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six—year terms. 

Sec. 11. Minnesota Statutes 2004, section 469.169, is amended by adding a 

subdivision to read: 

Subd. 17. ADDITIONAL BORDER CITY ALLOCATIONS. (3_) In addition to 
tax re—ch1_cticE authorized in subdivisions 7 to 16, the commissioner s__h_all allocate 

WQ000 for tax reductions to border city_en_ter1?se—zones in cities located on the 
western boTder_o—f me state. TEE commisgoner s_h_afl make alloations to zones i_n_cit~ies 
on the western border on E36} capita basis, Allocations made under this subdivision 
fiyfbe used for tax reductid11—s as provided in section 469.171, or for_o_tl_1er offsets of 
ta)'(esTmfiecfin—or remitted by—businesses 1_ocated in the enterpTis_e_zone, but only/i_f 
the municipality—d§ermines tha—tthe granting of me Q reduction or of_f_set is—r—1ecessaI_y_ 
Eorder _t3 retain a business \7tIi—tliii1_or attract a_business t_o the zone—../iny portion of Q; 
allocation provided paragrzfih Lay alte1‘natively 1):: E fo_r t_a§ reductions 
under section 469.1732 or 469.1734. 

(b) The commissioner shall allocate $750,000 E t21_x reductions section 

469.%2E469.1734 to cities with border enterprise zones located Q £12 western 
border of the state. The commissioner shall allocate this amount among the cities E 
z_1 per capiTa_ basis.~A_ny portion g E allocation pfovided pargraph m_a1y 
alternatively If g Q ta_x reductions g provided section 469.171. 

EFFECTIVE DATE. This section effective th_e day following final enactment. 

Sec. 12. Minnesota Statutes 2004, section 469.310, subdivision 11, as amended by 
Laws 2005, First Special Session chapter 1, article 4, section 107, is amended to read: 

Subd. 11. QUALIFIED BUSINESS. (a) A person carrying on a trade or business 
at a place of business located within a job opportunity building zone is a qualified 
business for the purposes of sections 469.310 to 469.320 according to the criteria in 
paragraphs (b) to (f). 

(b) A person is a qualified business only on those parcels of land for which the 
person has entered into a business subsidy agreement, as required under section 
469.313, with the appropriate local government unit in which the parcels are located. 

(c) Prior to execution of the business subsidy agreement, the local government 
unit must consider the following factors: 

(1) how wages compare to the regional industry ‘average; 

(2) the number of jobs that will be provided relative to overall employment in the 
community; 

(3) the economic outlook for the industry the business will engage in; 

(4) sales that will be generated from outside the state of Minnesota; 
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(5) how the business will build on existing regional strengths or diversify the 
regional economy; 

(6) how the business will increase capital investment in the zone; and 
(7) any other criteria the commissioner deems necessary. 
(d) A person that relocates a trade or business from outside a job opportunity 

building zone into a zone is not a qualified business unless the business meets all of 
the requirements of paragraphs (b) and (c) and: 

(1) increases full-time employment in the first full year of operation within the job 
opportunity building zone by a minimum of five jobs or 20 percent, whichever is 
greater, measured relative to the operations that were relocated and maintains the 
required level of employment for each year the zone designation applies; and 

(2) enters a. binding written agreement with the commissioner that: 

(i) pledges the business will meet the requirements of -clause (1); 
(ii) provides for repayment of all tax benefits enumerated under section 469.315 

to the business under the procedures in section 469.319, if the requirements of clause 
(1) are not met for the taxable year or for taxes payable during the year in which the 
requirements were -not met; and ‘ 

(iii) contains any other terms the commissioner determines appropriate. 

(e) The commissioner may waive the requirements- under paragraph (d), clause 
(1), if the commissioner determines that the qualified business will substantially 
achieve the factors under this subdivision. 

(f) A business is not a qualified business if, at its location or locations in the zone, 
the business is primarily engaged in making retail sales to purchasers who are 
physically present at the business’s zone location. 

(g) A qualifying business must pay each employee compensation, including 
benefits not mandated by law, that on an annualized basis is equal to at least 110 
percent of the federal poverty level for a family of four. 

@ A public. utility, as defined section 300.111, n_ot a qualified business. 
EFFECTIVE DATE. This section effective die E following final enactment gig applies tq E business entering a business subsidy agreement fir _ajc>_b opportunity 

development zone after that date. 

See. 13. Minnesota Statutes 2004, section 469.310, is amended by adding a 
subdivision to read: 

Subd. 13. RELOCATION PAYROLL PERCENTAGE. “Relocation payroll 
perceE1ge”Fa fraction, the numerator of which is the zone payroll of the business for 
the tax year—rn—i—nus the pay_rol1 from therelocated Tpe—rati_ons in the_1a§ full year—0_f 
;p;ar§EonTprior t_o iagrelocation, fldtT_e denominator g which—i_s@e—En5ayro—1lE 
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tlg business lg fie tax year. 115 relocation payroll percentage of a business th_at n_ot_ 

a relocating business 1_0_Q percent. 

EFFECTIVE DATE. section effective th_e day following final enactment 

but applies 9nl_y t_o qualified businesses business subsidy agreements thilt are fully 
executed after August a 2005. 

See. 14. Minnesota Statutes 2004, section 469.316, is amended to read: 

469.316 INDIVIDUAL INCOME TAX EXEMPTION. 
Subdivision 1. APPLICATION. An individual, estate, or gust operating a trade 

or business in a job opportunity building zone, and an individual, estate, E tru_st 
making a qualifying investment in a qualified business operating in 5 job opportunity 
building zone qualifies for the exemptions from taxes imposed under chapter 290, as 
provided in this section. The exemptions provided under this section apply only to the 
extent that the income otherwise would be taxable under chapter 290. Subtractions 
under this section from federal taxable income, alternative minimum taxable income, 
or any other base subject to tax are limited to the amount that otherwise would be 
included in the tax base absent the exemption under this section. This section applies 
only to taxable years beginning during the duration of the job opportunity building 
zone. 

Subd. 2. RENTS. An individual, estate, or ti*u_s_t is exempt from the taxes imposed 
under chapter 290 on net rents derived from £51 or tangible personal property used by 
a qualified business gig located in a zone for a taxable year in which the z<)_r1I=._w?s 
designated a job opportunity building zone. If tangible personal property was used both 
within and outside of the zone by th_e qualified business, the exemption amount for the 
net rental income must be mlfiiplied by a fraction, the numerator of which is the 
number of days the property was used in the zone and the denominator of which is the 
total days gig property rented by me qualified business.

' 

Subd. 3. BUSINESS INCOME. An individual, estate, or trust is exempt from the 
taxes imposed under chapter 290 on net income from thefogition of a qualified 
business in a job opportunity building zone. If the trade or business is carried on within 
and without the zone and the individual is not a resident of Minnesota, or the taxpayer 
is an estate or LUSE the exemption must be apportioned based on the zdhzfiiercentage 
;11d_tlieTdoEation payroll percentage for the taxable year. If the trade or business is 
Kriaon within and without the zone and the individual is a resident of Minnesota, 
the exemption must be apportioned based on the zone percentage and the relocation 
payroll percentage for the taxable year, except the ratios undergctidn 469.310, 
subdivision 7, clause (1), items (i) and (ii), must use the denominators of the property 
and payroll factors determined under section 290.191. No subtraction is allowed under 
this section in excess of 20 percent of the sum of the job opportunity building zone 
payroll and the adjusted basis of the property at the time that the property is first used 
in the job opportunity building zone by the business. 

Subd. 4. CAPITAL GAINS. (a) An individual, estate, g trust is exempt from the 
taxes imposed under chapter 290 on: 
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(1) net gain derived on a sale or exchange of real property located in the zone and 
used by a qualified business. If the property was held by the individual, estate, or trust 
during a period when the zone was not designated, the gain must be prorated b2§edo_n 
the percentage of time, measured in calendar days, that the real property was held by 
the individual, estate, or ‘trust during the period the zone designation was in effect to 
the total period of time—tlTe_?eal property was held by the individual; 

(2) net gain derived on a sale or exchange of tangible personal property used by 
a qualified business in the zone. If the property was held by the individual, estate, or 
trust during a period when the zone was not designated, the gain must be prora,te§ 
bas—ed on the percentage of time, measured in calendar days, that the property was held 
by the individual, estate, or trust during the period the zone designation was in effect 
to the total period of tin? tTproperty was held by the individual. If the tangible 
personal property was used outside of the zone during the period of the zone’s 
designation, the exemption must be multiplied by a fraction, the numerator of which 
is the number of days the property was used in the zone during the time of the 
‘designation and the denominator of which is the total days the property was held 
during the time of the designation; and 

(3) net gain derived on a sale of an ownership interest in a qualified business 
operating in the job opportunity building zone, meeting the requirements of paragraph 
(b). The exemption on the gain must be multiplied by the zone percentage of the 
business for the taxable year prior to the sale. 

(b) A qualified business meets the requirements of paragraph (a), clause (3), if it 
is a corporation, an S corporation, or a partnership, and for the taxable year its job 
opportunity building zone percentage exceeds 25 percent. For purposes of paragraph 
(a), clause (3), the zone percentage must be calculated by modifying the ratios under 
section 469.310, subdivision 7, clause (1), items (i) and (ii), to use the denominators 
of the property and payroll factors determined under section 290.191. Upon the request 
of an individual, estate, or trust holding an ownership interest in the entity, the entity 
must certify to the owne_r,_i1TTvriting, the job opportunity building zone‘ percentage 
needed to determine the exemption. ’ 

EFFECTIVE DATE. This section is effective for tax years beginning after 
December 31, 2003, exceptt—haT changes 51 subdivisioT3_re1£E to the re1oca_ti—o_n 
payroll perdentage fie effecti\7@ diy following Enid enactment @apply E t_o 

‘ 

qualified businesses with business subsidy agreements Lat E9 fully executed after 
August Q 2005. 

Sec. 15. Minnesota Statutes 2004, section 469.317, is amended to read: 

, 
469.317 CORPORATE FRANCHISE TAX EXEMPTION. 
(a) A qualified business is exempt from taxation under section 290.02, the 

alternative minimum tax under section 290.0921, and the minimum fee under section 
290.0922, on the portion of its income attributable to operations within the zone. This 
exemption is determined as follows: 
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(1) for purposes of the tax imposed under section 290.02, by multiplying its 
taxable net income by its zone percentage and by relocation payroll percentage and 
subtracting the result in determining taxable income; 

(2) for purposes of the alternative minimum tax under section 2900921, by 
multiplying its alternative minimum taxable income by its zone percentage and by its 
relocation payroll percentage and reducing alternative minimum taxable income bfiy 
this amount; and 

—_q 

(3) for purposes of the minimum fee under section 290.0922, by excluding 
property and payroll in the zone from the computations of the fee or by exempting the 
entity under section 290.0922, subdivision 2, clause (7). 

(b) No subtraction is allowed under this section in excess of 20 percent of the sum 
of the oorporation’s job opportunity building zone payroll and the adjusted basis of the 
property at the time that the property is first used in the job opportunity building zone 
by the corporation. 

(c) This section applies only to taxable years beginning during the duration of the 
job opportunity building zone. 

EFFECTIVE DATE. This section effective tl1_e gig following final enactment 
big applies only t_o qualified businesses with business subsidy agreements tg are fully 
executed after August 3_1, 2005. 

Sec. 16. Minnesota Statutes 2004, section 469.337, is amended to read: 

469.337 CORPORATE FRANCHISE TAX EXEMPTION. 
(a) A qualified business is exempt from taxation under section 290.02, the 

alternative minimum tax under section 290.0921, and the minimum fee under section 
290.0922, on the portion of its income attributable to operations of a qualified business 
within the biotechnology and health sciences industry zone. This exemption is 

determined as follows: 

(1) for purposes of the tax imposed under section 290.02, by multiplying its 

taxable net income by its zone percentage and subtracting the result in determining 
taxable income; 

(2) for purposes of the alternative minimum tax under section 290.0921, by 
multiplying its alternative minimum taxable income by its zone percentage and 
reducing alternative minimum taxable income by this amount; and 

(3) for purposes of the minimum fee under section 290.0922, by excluding zone 
property and payroll in the {acne from the computations of the fee. The qualfied 
business is exempt from the minimum fee if all of its property is located in the zone 
§1_cl_ afl o_f—it_s payroll zcigrg payroll. 

W‘ _ * _ — _ wfl ': 
(b) No subtraction is allowed under this section in excess of 20 percent of the sum 

of the corporation’s biotechnology and health sciences industry zone payroll and the 
adjusted basis of the property at the time that the property is first used in the 
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biotechnology and health sciences industry zone by the corporation. 
(c) No reduction in tax is allowed in excess of the amount allocated under section 

469.335. 

EFFECTIVE DATE. This section effective E tg years beginning after 
December 3_1, 2003. 

Sec. 17. CITY OF RAMSEY; HOUSING TAX INCREMENT DISTRICT. 
Subdivision AUTHORIZATION. TIE governing body of E Q Ramsey may create 2_i housing t_a_)E increment financing district as provided section.E 

city or its economic development authority may E th_e “authority” E fire purposes pf Minnesota Statutes, sections 469.174 t_o 469T79. 
Subd. 2, DEVELOPMENT PARCEL. (a) For the purposes of this section, 

‘i‘dev<%1—nen—t parcel” means the property in the_c-itfi 15-fnsey generafy Ecribed as 
th_e easterly acres o_f Outlo—tA£ Rams—ey—Tow1TG:nter Addition. 

—_ 

Subd. 3. SPECIAL RULES. (a) The district established under this section is 
subjecwthgprovisions of Minnesogsgtutes, sections 469.174 to 469.79, except a_s 
provided_in— subdivisi_on. 

—— _ 
£b)_ Ih_e district may consist o_f £1 9: a portion o_f fie development parcel. 
(c) The housing district shall be as described in Minnesota Statutes, section 

469.1‘fl,"sIiTidivision 11. A11 ifingmgits constructgd within the district shall be 
considered to be madeTor'-t_l1_«=. benefit of low and moderate incomepersons, if_2it_le2ist 
20 percent (E the housirEun—its in the (fstrij Ereserved for persons with ingomcgdf E percent31'_less of the metr6poTan area Igdian income and thatfine care arfi 
supportive s?rv?c.s_ar_e—available _t2 resid—erits o_f Q1 ‘housing 

—_ 

Q2 Minnesota Statutes, section 469.176, subdivision L does n_ot apply t_o die 
housing district authorized in this section. 

EFFECTIVE DATE. This section effective th_e day following final enactment, upon compliance with Minnesota Statutes, section 645.021.
‘ 

Sec. 18. RURAL FINANCE AUTHORITY. 
Subdivision 1. APPROPRIATION. $18,000,000 is appropriated from the bond 

proceeds fund fo? the purposes set forth in the Minnesota Constitution, art_i—cle XI, 
section 5, %se—(h),—to the Ruralfinance Ahtlfiity to purchase participation interiesfi 
in or to—make dira §g1i—cu1tural loans to farmers uFder Minnesota Statutes, chapter 
fiB—. T—his appropriation is for the beginni_ng farmer program under Minnesota Statutes, 
sectioh71B.039; the 1oan?:sE—uctu1ing program under Minnesota Statutes, section 
41B.04; the seller‘-s—;)()r1—s‘cE=.d program under Minnesota Statutes, section 41B.042; the 
agriculturaT improvement loan program under Minnesota Statutes, section 41B.043; 
and the livestock expansiorroan program under Minnesota Statutes, section 41B.O45. 
A1Tde—bt service on bond proc‘:e?is used to finance this appropriation must be repaid by E Tiyral Finan?e Authority und_er_1\_/Iinnesotafiatutes, section 16A—.643. Loah 
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participations must IE priced to provide @ interest a_nd principal coverage a_nd a 
reserve fg potential losses. Priority fg loans must lg given first to basic beginning 
farmer loans; second, tp seller-sponsored loans; ahd third, t_o agricultural improvement 
loans. 

Subd. BOND SALE. T3 provide th_e money appropriated section from 

t_h_e bond proceeds fund, the commissioner pf finance shall sill 31:1 issue bonds o_f flue 
state an amount Q tp $18,000,000 gig manner, upon 013 terms, § the effect 

prescribed b_y Minnesota Statutes, sections 16A.631 to l6A.675, :am_cl hy th_e Minnesota 
Constitution, article & sections Q to 

EFFECTIVE DATE. section effective mg day following final enactment. 
Sec. 19. JOBZ EXPENDITURE LIMITATIONS; AUDITS. 
Subdivision 1. DETERNIINATION OF TAX EXPENDITURES. By September 

1, 2005, the commissioner of revenue, with me assistance of the COIEIISSIOIICI‘ of 
e_mployme1E and economicjevelopmerfinust estimate HE Eifal amount of ta_x 

expenditures 1Tc>jected t_o have been obligated for a_ll job op_portunity building—1Te 
projects that lfle hee_n approved before hing £2005. Iffiie commissioner of revenue 
determingqthat die estimated amount of tax expenditufesfor fiscal years 2005-2007 
exceeds $l3,T0,000, I:h_e commissione1Toi$venue must inf$m the chairs of the house 
9_f representatives agl senate ta_x committees. 

— _— 
[469.3201] Subd. AUDITS. The Tax Increment Financing, Investment and 

Finance Division of tlie Office of the SE Xtfiitor must annually audit hie creation Erfi 
operation o_f a_ll j_<)_b oppo1'tu11—ity.building zones and business subsidy agreemerfs 
entered irfl under Minnesota Statutes, sections 469-510 to 469.320. 

Sec. 20. REPEALER. 
Minnesota Statutes 2004, section 272.02, subdivision 6_i repealed effective f_or 

taxes payable 2006 ag thereafter. Minnesota Statutes 2004, section 477A.08, 
repealed effective fir aid payable 2005 an_d_ thereafter. 

ARTICLE 8 

TAX SHELTERS 

Section 1. [270C.449] EQUITABLE ACTIONS. 
(_2Q TE commissioner may bring it civil action t_o enjoin any person from taking 

action or failing t_o take action that subject t_o penalty under section 289A.60, 
subdivisions 20, 20a, and 26. 

(L) I_n any action under paragraph £a)_, the court may enjoin the person from 
engaging th_e conduct, the court finds that: 
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Q t_h_e L:rs_o2 % engaged Q specified conduct; £1 
(_2l injunctive relief appropriate t_o prevent recurrence o_f th_e conduct. 

EFFECTIVE DATE. gig effective Ere diy following @ enactment. 
Sec. 2. [289A.121] TAX SHELTERS; SPECIAL RULES. 
Subdivision SCOPE. "E provisions o_f Lotion to e_1 tag slilter tg 
(1) is‘ organized in this gei 

(3) is deriving income from sources in this state; or 

£512 E £2 o_r more investors ga_t E Minnesota taxpayers under chapter 290. 
Subd. DEFINITIONS. (_a2 E purposes if section, _tE definitions under 

sections 6111, 6112, gig 6707A o_f E Internal Revenue Code, including me 
regulations under those sections, apply. 

_(_q) E term :15 shelter” means E reportable transaction _z§ defined under 
section 6707A(c)(1) of fie Internal Revenue Code. 

Subd. 3. REGISTRATION. (a) Any material advisor required t_o register a tax 
shelter under‘ section 6111 o_f gig Infernal Revenue Code must register th_<=, sheltefwfi 
gig commissioner. 

(b) A material advisor subject to this subdivision must send a duplicate of the 
federfiregistration information, alon—g @1711 any other informatiai the.co1nmis§on§ 
requires, to the commissioner not laterwliarme day on which intefiasts in that tag 
shelter a1_e_§1Tst offered for %T_o‘l\$1e—s—ot_a te1—xpa_}Iers_.— 

_ __ 
g_:_) I_n aw t_o E requirements Eng paragraph Q any transaction 
be registered th_e commissioner by th_e l_ates_t o_f; 

' 

(_1) @_ diys affi yo th_e transaction; Q Q 9% af_t_e_r th_e transaction becomes a listed transaction; o_r Q 992% 15.» fli 
Subd. 4. REGISTRATION NUMBER. (a) Any person required to register under 

section 6l11_of the Internal Revenue Code wh<)—reFe:i_\Ies a tax registration number from 
the Secretary.‘ 6? the Treasury must file,—.w_ithin 30 days after requested by the 
-commissioner, Estatement o_f _t_l§_reg—isEttion nu11'1be?t_h§—6t7mmissi0ner. 

— ‘ 
(b) Any person who sells or otherwise transfers an interest in a tax shelter must, 

E thesafitime andmnfirequired under section 6T11(b) of d1e—IE=,rnal Rev—en_1E 
Cod—e: Hrriifislmcel-la: investor who purchases or otherwise acE1ir—es an interest in the 
E15 shelter tl_i_e_i_dentification nurmer assigned Eider federal @ t_o E tag shelter.— 

(_c) Any person claiming £1}: deduction, credit, or other tag benefit b_y reason 9:" 
a_ ta_x shelter must include E tfi return E which £13 deduction, credit, E other benefit 
i_s claimed ge identification number assigned under federal Q to th_e tag shelter. 

New language is indicated by underline, deletions by sefikeeut:

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
2415 2005 FIRST SPECIAL SESSION Ch. 3, Art. 8 

Subd. 5. REPORTABLE TRANSACTIONS. (a) For e_a<:_h taxableg in 
a taxpafi n_1ust make a return or a statement under C—<)cha7)f Federal Regulatio_ns, §tl_e 
56, section 1.6011—4, Tor a rep7o1table transaction, inc1udTng E listed transaction, in 
w—hich the taxpayer par-tizipated a taxable [ear E which a return required unda 
chapter~§90, the taxpayer must file_a copy of the disclosure with the commissioner. 

_(_lQ Pilx taxpayer tlr1_at a member if _a unitary business group E includes ai 
person grit must make a disclosure statement under Code o_f Federal Regulations, tifi E section 1.6011—4, must fie a disclosure under subdivision. 

(c) Disclosure under this subdivision is required for any transaction entered into 
aftenDecembe1' 31, 2Ll,Tat the Internal Revenuefierx/Toe determines is a 1% 
Ea—11saction at an_y_ time, Kid must be mag the manner prescribed by the 
commissione—r 13:1-‘ traEctEns i1Thicl—1 the taxpayt; participated for taxab1e—yeE 
ending before December §_1_, 2003, disclosln‘—e must E made by the dufiiate of the first 
return required under chapter 290 t_lgt occurs _6_O E32 or @af_terThEe1—12EtrTen—t?f 
this section. With respect to transactions in which th_e t§paye1‘prm:iEfied for taxabl_e 
Wears endingfifand after December 31, ft)-05, disclosure must be made in thfiime gig 
manner p1'esc1‘ibeTi_1} Code o_f FederE1_Regulations, Eh; g§_, s§tion 1.3t)fi:4(e). 

_@ Notwithstanding paragraphs (a) t_o (e), no disclosure is required for transac- 
tions entered gig 5% December 31,_2oo1TEnd before January 1, zoosfir (1) the 
Wlaztyer has EC! E amended incon—1e— tax returrTwhich reverses the7ax beneEts—()i' die 
tax shelter—transaction, or (2) as a resu1t—o—f a federal audit the Intern_a1_§evenue S¢;vi_ce 

Ts determined the tax_treE1nerIt of t_h£—transaction @ ajamended return lg lg 
f—iIed to reflect the-fe7d—eral treatment. 

Subd. LISTS OF INVESTORS. £a_) fig person required t_o maintain a 
under section 6112 of the Internal Revenue Code with respect t_o any reportable 
transaction must furni_s—h E t_o the commissioner n_o_ later than when required under 
federal law. ’_I‘_iE required under this subdivision must include the same information 
required with respect t_o a reportable transaction under section H12 of th_e Internal 
Revenue Code, and any other information me commissioner requires. 

Q l_3_o_1_' transactions entered ii Q or after December a 2001, t_l_1a_t become 
listed transactions at 2m_y time, th_e must E furnished t_o t_h_e commissioner by th_e 
latest of: 

Q2 _6_0 dag E e1_1§:£ig_ irfl fie transaction; 
Q Q.) d_21§r_s afir th_e transaction becomes a listed transaction; gr 
(3_) QQPE ii@ 
EFFECTIVE DATE. section effective die diy following E enactment. 
Sec. 3. Minnesota Statutes 2004, section 289A.38, is amended by adding a 

subdivision to read: 
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Subd. 16. REPORTABLE TRANSACTIONS. (a) If a taxpayer fails to include 
on any retuTn_ or statement for any taxable E any_inE)r_mation witlijrtespect to a 
repcfible transaction, as recfirgby federal law.and under sectiorfi89A.121,_the 
commissioner may recofnpute gig ta_—i(_, including refhndrvithin [lg later o_fi

— 
(_12 years after E return filed with respect to th_e taxable year which tlg 

taxpayer participated th_e reportable transaction; g 
Q for a listed transaction, Q defined section 289A.l21, E which the taxpayer 

fails to include on any return or statement for any taxable year any information that is 
requified under §:_cEo—n 289A.1_21, one yeafifgthe earlier off ' 

j — 

Q t_lE date th_e taxpayer furnishes th_e required information t_o E commissioner; 
or 

@ th_e date that a material advisor, a_s defined section 289A.121, meets ye 
requirements o_f section 289A.l21, relating t_o th_e transaction with respect to Q13 
taxpayer. 

@ E t_ax assessable solely because of section, t_h_e assessable deficiency 
limited t_o t_lE items tl_1a_t were n_ot disclosed as required under section 289A.12l. 

' EFFECTIVE DATE. This section effective t_lE da_y following final enactment. 

Sec. 4. Minnesota Statutes 2004, section 289A.60, subdivision 4, is amended to 
read: 

Subd. 4. SUBSTANTIAL UNDERSTATEMENT OF LIABILITY; PEN- 
ALTY. (a) The commissioner of revenue shall impose a penalty for substantial 
understat_einent of any tax payable to the commissioner, except a tax imposed under 
chapter 297A. 

(b) There must be added to the tax an amount equal to 20 percent of the amount 
of an? underpayment attributable to the understatement. There is a substantial 
understatement of tax for the period if the amount of the understatement for the period 
exceeds the greater of: 

(1) ten percent of the tax required to be shown on the return for the period; or 

(2)(a)gil $10,000 in the case of a mining company or a corporation, other than an 
S corporation as defined in section 290.9725, when the tax is imposed by chapter 290 
or section 298.01 or 298.015, or 

(b)(ii) $5,000 in the case of any other taxpayer, and in the case of a mining 
company—or a corporation any tax not imposed by chapter 290 or section 298.01 or 
298.015.

' 

(c) For a corporation, other than an S corporation, there is also a substantial 
undeistatefent of tax for an}Txafiea17ifthe amount ofEe_11r1Tie?s1Eate_ment for the 
taxable year exceeEtE1—e—s_ser of: 

Z _ — _ $ —- 
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§_1_) t_en_ percent of the ta_x required to E shown o_n t_he return fcl: th_e taxable Ear 
_(o_n greater, $10,000); or 

Q $10,000,000. 
(d) The term “understatement” means the excess of the amount of the tax required 

to be—s_hown on the return for the period, over the amount of the tax imposed that is 
shown on the return. The excess must be determined without regard to items to which 
subdivision 27 applies.-The amount of me understatement shall be reduced by that part 
of the understatement that is attributable to the tax treatment of any item by the 
taxpayer if (1) there is or was substantial authority for the treatment, or (2)(i) any item 
with respec_t~ to which the relevant facts affecting the item’s tax treatment are 

adequately disclosed in the return or in a statement attached to the return and there 

is a reasonable basis for the tax treatment of the item. The exception for substantial 
authority underTm1sra_(l)—doe§not apply t3 po_sitions liTted by the Seficr-etary of the 
Treasury under section 6—66_2'f$(EW—<)f me Irfernal Revenue Code._X corporatio11__d;?§ 
not have a reasonable basis for its tax treatment of an 1tem_attributable to a 
filtifietparty financing tr_anE1cl%—n fthe—tr‘eatment dLs_not~cle_arly reflecttl1_einc3me 
of the corporation within the meaning-(Fsection 6662(d)(2)—(B) of the Internal Revenue E The special rules? in cases "involving tax she1ters_pEvided in section 

6662(d)(2)(C) of the Internal Revenue Code shall apply and shall apply to a tax shelter 
the principal purpose of which is the avoidance or evasion of state taxes. 

(e) The commissioner may abate all or any part of the addition to the tax provided 
by thisgsection on a showing by the taxpayer that there was reasonable cause for the 
understatement, or part of it, and that the taxpayer acted in good faith. The additional 
tax and penalty shall bear interest at the rate specified in section 270.75 from the time 
the tax should have been paid until paid. 

EFFECTIVE DATE. This section effective Q taxable years beginning after 
December % 2004. 

See. 5. Minnesota Statutes 2004, section 289A.60, subdivision 20, is amended to 
read:

’ 

Subd. 20. PENALTY FOR PROMOTING ABUSIVE TAX SHELTERS. (1) 
Any person who: 

(l)(i) organizes or assists in the organization of a partnership or other entity, an 
investment plan or arrangement, or any other plan or arrangement, or (ii) participates 
in the sale of any interest in an entity or plan or arrangement referred to in clause (i); 
and 

(2) makes or furnishes in connection with the organization or sale a statement with 
respect to the allowability of a deduction or credit, the excludability of income, or the 
securing of any other tax benefit by reason of holding an interest in the entity or 
participating in the plan or arrangement that the person knows or has reason to know 
is false or fraudulent concerning any material matter, shall pay a penalty equal to the 
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greater of $1,000 or 20 percent of the gross income derived or to be derived by the 
person from the activity. -

‘ 

The penalty imposed by this subdivision is in addition to any other penalty 
provided by this section. The penalty must be collected in the same manner as any 
delinquent income tax. In a proceeding involving the issue of whether or not any 
person is liable for this penalty, the burden of proof is upon the commissioner. 

Q) I_f an activity fir which a penalty imposed under subdivision involves a 
statement fiat 2_1 material advisor, a_s defined section 289A.121, lists reason t_o know 
i_s false or fraudulent a_s t_o E material matter, the amount o_f th_e penalty equalsE 
greater o_f: 

Q2 gig amount determined under paragraph (L); p_r 
(_2_) Q percent 91’ t_h_e gross income derived g to b_e derived from th_e activity. 
EFFECTIVE DATE. This section effective E transactions entered into after 

£119 _d_g following final enactment. 

Sec. 6. Minnesota Statutes 2004, section 289A.60, is amended by adding a 
subdivision to read: 

Subd. % AIDING AND ABETTING UNDERSTATING OF TAX LIABIL- 
ITY. pi) A penalty dig amount specified under paragraph Q E each document imposed on each person who: 

g_1_) aids o_r assists procures, pr advises with respect Q die preparation E 
presentation o_f any portion pf a return, affidavit, claim, pr other document; Q knows or has reason tg believe that the portion o_f a return, affidavit, claim, pr 
other document will E used connection with E material matter arising underE Minnesota individual income o_r corporate franchise tax; gig 

Q knows drag tfi portion, so used, would result afl understatement fg’ gig 
liability En‘ g (_)f another person. 

(b)( 1) Except as provided clause Ql th_e amount p_1’fl1_e penalty imposed b_y 
subdivision $1,000.

I 

Q I_f fie return, affidavit, claim, g other document relates 9 th_e tg liability p_1_*‘ 

a-corporation, th_e amount pf % penalty imposed b_y paragraph §a_) $10,000. 

(3) If any person is subject to a penalty under paragraph (a) for any document 
relatifi t<_) —aTy taxpayef for any -t_ax_able period or taxable eve:n—t, _th_eTrson is not 
subject to_ a p?1a1ty under ;)—aragraph (a) for any othE' document relatigto the taxpayeg 
for the taxable period or event. 

‘T — 1 __— 

(_c2 E purposes pf subdivision, “procures” includes §l_) ordering 0_r otherwise 
causing an_y other person t_o do E a_cE E Q knowing o_£ a_r§i_ n_ot attempting t_o 
prevent, participation by Eli other person E acp 
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(d) In a proceeding involving the issue of whether or not Q person lifl for 
this penafyjthe burden o_f proof is up—on t_h§ co_mmissionei*._'E penalty applies whetlfi mot the ur1cl—erstatement the knowledge pr consent o_f t_h_e persons authorized 
9-: 1Te’quTed to present th_e return, Edavit, claim, E‘ other document. 

(e) For purposes of paragraph (a), clause Q2: a person furnishing typing, 
rep1'od—uciiI7g: or other mechanical assistTce respect t_o a document r_1_o_t treated 

as having aitgd Q assisted tli_e preparation of tlg doc_ument by reason o_f E’: 
a_ssistance.

j 
(f)(1) Except as provided b_y clause (_2)_, the penalty imposed lg section 

addition to a_ny other penalty provided b_yE 
Q N9 penalty applies under subdivision g(_) to guy person Q any documentE 

which a penalty assessed o_n the person under subdivision. 

EFFECTIVE DATE. This section effective E documents prepared afterE 
_cEt_y_ following final enactment @ relate to taxable years beginning after December 3_1, 
2004, g t_o returns filed after th_e E following final enactment. 

Sec. 7. Minnesota Statutes 2004, section 289A.60, is amended by adding a 
subdivision to read: 

Subd. TAX SHELTER PENALTIES; REGISTRATION AND LISTING. 
01) IE purposes of subdivision, “material advisor” E tl1_e meaning given under 
section 6111(b)(1) if th_e Internal Revenue Code. 

932 T_h_e penalties subdivision apply connection with tfi § pf ti 
shelters, as defined under section 289A.121, @ tlfi definitions under tlleg section 
apply Q th_e purposes o_f subdivision. 

(_c_2 A material advisor w_hc> fails to register a tax shelter, including providing all 
of the required information unde%:ti_on 289A.I21—,_on or before the date prescribed 
o_r 

w_l_i2 @ false o_r incomplete information with res1)_ect_to the trafiabtion is subject 
IS a penalty offi-0,000. I_f the ta_x shelter is a lisxd transact-i7)1—1',-a penalty appfies equal 
t_—o I_h_e greateTo_f3 

— ~ _ _. 

(_1_) $200,000; 

Q 5_0 percent o_f fie gross income E th_e material advisor derived from it 
activity; pr 

32 E percent o_f th_e gross income E th_e material advisor derived from@ 
activity the material advisor intentionally failed t_o it 

(d)(1) Any person who fails t_o include o_n _a return gr statement afl information 
with respect t_o z_1 reportable transaction E required under section 289A.l2l subject 

t_o a penalty equal t_c£ 

(i_) $10,000 t_lE fie of a_n individual and $50,000 E other case; pr 
New language is indicated by underline, deletions by sB=il€eeut—.
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Q with respect t_o a listed transaction, $100,000 die case o_f 9 individualE 
$200,000 in any other case. 

Q §o_r a unitary business which more than E member fails t_o include 
information Q return g statement for the same reportable transaction, the penalty 
under clause 9 for each additional member E fails t_o include th_e required 
information Q return _or statement E th_e reportable transaction limited t_o £12 
following amount: 

9 $500 fig each member, subject t_o a maximum additional penalty o_f $25,000; 
3114 

Q with respect t_o _a listed transaction, $1,000 f_or each member, subject t_o 3 maximum additional penalty if $100,000. 

(f_) g material advisor required to maintain or provide a list under section 
289A.121, subdivision 6, is subject to apenalty equafo $10,000 fiiffich day after the 
20th day that the materialadvisor fafied to make the HE available_t3 tEe—(J(E1_II1fi)IE 
FrEtteTreqiJest for that was macfi No pe—n-alt—y_applies forafafiure on any d_ay E failure d_u_e_ t?rea?)nabl<Tause. 

—_ —— _— 
Q E penalty imposed b_y subdivision addition t_o E other penalty 

imposed under section. 

Q Notwithstanding section 270C.34, the commissioner may abate all or any 
portion of _a_ny penalty imposed by par‘-agraph?_(£) E~ Q E‘ an_yVolation,-(>iil;i_i"—a_ll g fie following apply: 

(_l) the violation fo_r a reportable transaction, other than a listed transaction;@ 
Q abating the penalty would promote compliance with th_e requirements pf 

chapter 290. 

(_h_) Notwithstanding any other la_w pr rule, a determination under paragraphQ 
may E ‘lg reviewed E judicial proceeding. 

EFFECTIVE DATE. This section effective f_o_r taxable years beginning after 
December 31, 2000. E taxable years beginning before January L 2005, paragraphs 
gel an_d (_c_l2 apply only disclosure o_r registration BE pgt made b_y October 1_5, 2005. 

Sec. 8. Minnesota Statutes 2004, section 289A.60, is amended by adding a 
subdivision to read: 

Subd. 27. REPORTABLE TRANSACTION UNDERSTATEMENT. -(a) If a 
taxpayer ha; reportable transaction understatement for any taxable year, an Encuint 
equal to 2—0.pe—rcent 9f the amount of the reportable trarEac_tEn must be 
addedT_oEi3 % — T — “ 

(b)(1) E purposes 9_f subdivision, “reportable transaction understatement” 
means @ product of_: 

New language is indicated by underline, deletions by serikeeut:

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
2421 2005 FIRST SPECIAL SESSION Ch. 3, Art. 8 

Q E12 amount o_f gig increase, any, taxable income E results from 2_1 

difference between th_e proper tax treatment of E item t_o which section applies fld E taxpayer’s treatment g that item Q shown on th_e taxpayer’s tax return;E 
(_ii2 tfi highest r_at_e o_f ta_x imposed 93 gig taxpayer under section 290.06 

determined without regard t_o me understatement. 
(2) For purposes of clause (1)(i), E reduction o_f the excess of deductions 

allowfi fo—rthe taxable year over gross income for ma_t _3I_e£,—ald E reaiction th_e 

amount oTca—pital losseswiifvvoiild: without Egard to section 1211 of me Internal Revenue—% lg allowed £o_r E year, must be treated § a_n increase taxable 
income. 

Q This subdivision applies t_o E item E attributableE 
(_l_) an_y listed transaction under section 289A.121;E 
(2 any reportable transaction, other than a listed transaction, a significant 

purpose Q E transaction th_e avoidance g evasion of federal income t_ax liability. 
(d) Paragraph (_a_) applies by substituting “3O percent” for :22 percent” with 

respecfto the portion o_f arg reportable transacfin understatgnent with respect? 
which the d—isc1osure requirements of section 289A.12l, subdivisiomfiand sectioh 
6664(d)_(§)(A) o_f lg Internal Revenue Code are n_ot mit. 

’_ 
(e)(1) No penalty applies under this subdivision with respect to any portion of a 

reportable transaction understatement_i—f—the taxpayer s_h—oTIs that the-r‘e'w~as reasona_ble 
cause for the portion _an_d_ mat the taxpfir a_c@ git ifih withfispect to the 
portio1i.—'1“__lli_? paragraph applies "Q : X — - 

Q th_e relevant facts affecting gig tax treatment of _t_l§ item a_r_e adequately 
disclosed g required under section 289A.l21; 

gi_) there gr was substantial authority Er th_e treatment;@ 
E: taxpayer reasonably believed E th_e treatment E more likely thanE 

th_e proper treatment. 

Q /3 taxpayer who not adequately disclose under section 289A.121 meets th_e 
requirements o_f clause (1)(i), th_e commissioner abates t_h3 penalty under section 
270C.34. 

Q {E purposes of clause (1)(iii), a taxpayer treated a_s having 2_1 reasonable 
belief with respect t3 E E135 treatment o_f a_n item only tlfi belief: 

(_i2 based Q the facts gig 1a_w tli_at exist when th_e return o_f m_x which includes E ta_x treatment filed; E1 
(ii) relates solely to me taxpayer's chances of success on the merits of the 

treatment and does not take into account the possibiliE that a retu1Tr1-vi/il‘l not be aifiitai: 
the treatmentlvv-iino~tbe_rai-s—e—d on audfor the treatFnt will b:Es~(§Ie—d through 
settlement if it is raised. 
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Q lg opinion g‘ a ta1_x advisor may n<_)t be relied upon t_o establish th_e reasonable 
belief of a taxpayer if:

i 

Q tfi ta_x advisor: 
(A) is a material advisor, as defined in section 289A.12l, and participates in the 

organization, management, promotion, orsale of the transaction or is related (vWt$ 
th_e meaning o_f section 267(b) gr 707(b)(1) o_f the Internal Revenue Code) t_oE 
person wh_o E participates; I 

@ compensated directly _or indirectly b_ypa material advisor with respect t_oE 
transaction; 

’

‘ 

(_C_)_ lfis a fe_e arrangement with respect t_o fie transaction which contingent g1_1 Q E part o_f th_e intended ta_x benefits from E transaction being sustained; o_r 9 IE a disqualifying financial interest with respect to the transaction, as 
determined under United States Treasury regulations prescrilEdT3 implement E 
provisions o_f section 6664(d)(3)(B)(ii)(IV) g t_l§ Internal Revenue Code; 9: 

(_ii2 fie opinion: 
(_A_)_- based E unreasonable factual’_o_r legal assumptions, including assumptions 

as t_o future events; Q unreasonably relies Q representations, statements, findings, o_r agreements _of 
the taxpayer or any other person;

' 

Q does n_ot identify an_d consider a_1l relevant facts; E 
(D) fails to meet fly other requirement § th_e Secretary o_f me Treasury may 

prescribe under federalg 
(f) The penalty imposed b_y this subdivision applies in lieu of the penalty imposed 

Ecgiuljvision 
— — —_ I. _‘ 

EFFECTIVE DATE. This section is effective for taxable years beginning after 
December & 2000. For mime years tgginning befire January 1,. 2005, it apphes 
only if disclosure wasinot made by October 15, 2005, as required by l\/Iinnesota 
Wutes, section Zfilfi — __ — — 

Sec. 9. VOLUNTARY COMPLIANCE INITIATIVE. 
Subdivision & ESTABLISHMENT. E commissioner o_f revenue shall establish 

:am_d administer a voluntary compliance initiative Q eligible taxpayers under subdivi- 
:02 1 ' 

Subd. 2. TIME PERIOD; SCOPE. (a) The commissioner shall conduct the 
voluntary co_mp1iance initiative from August_L7005, t_o January E 2006, un<Ter 
Minnesota Statutes, sections 27OC.O3 ag 270C.34. 
@ The voluntary compliance initiative applies t_o Lax liabilities £1 penalties 

attributable t_o E abusive tax avoidance transaction E taxable years beginning before 
New language is indicated by underline, deletions by strileeeutr
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January 1, 2005. An abusive tax avoidance transaction means a listed transaction, a 
potentially abusive tax shelter, or a reportable transaction as those terms fie defined 
Minnesota Statutes, section 289A.121. 

Subd. ELIGIBILITY. (_a2 13 person EX participate the voluntary 
compliance initiative 

(1) the taxpayer was convicted of a crime in connection with Q abusive ta_x 
avoidance transaction or transactions; 

(2) a criminal complaint was filed against th_e taxpayer connection with Q 
abusive tax avoidance transaction .01‘ transactions; 

(3) the taxpayer th_e subject of a criminal investigation connection with E 
abusive tax avoidance transaction o_r transactions; 

£42 th_e taxpayer E eligible t_o participate th_e Internal Revenue Service’s 
Offshore Voluntary Compliance Initiative, § set forth Revenue Procedure 2003-11, 
_2i_Il_(l n_ot participate; 

(5) the taxpayer was eligible to participate in the Internal Revenue Service’s Son 
of 130133 S?tI;1ement Initqive promulgated in Intefiizfllevenue Service, Announcement 
$04-46, for transactions described in Internal Revenue Service Notice 2000-44, 
2000-2 Cifiulative Bulletin 255, and did not participate; or 

@ th_e taxpayer does not meet other eligibility conditions established by E 
commissioner a_s a condition fo_r participating t_he initiative. 

(3) A person E disqualified under paragraph §a)_ may participate tig voluntary 
compliance initiative. 

Subd. 4. ELECTION; COMMISSIONER AUTHORITY. (a) An eligible 
taxpamiarmeets th_e requirements of subdivision 3 respect to Ky tfiable year 
may e1ectTo participate the vo1unta1—'y complianceprogram uiidefeither subdivifm fig? a—particu1art_ax avdidance period. E election must be made separately for 

taxable year and the form and manner prescribed by He commissioner, am 
once file i_s?revo—wble. T. _ — —' 

Q The commissioner o_f revenue may issue forms and instructions ail take other 
actions necessary, including the use of agreements under Minnesota Statutes, section 
270C.52, t_o implement th_e voluntary compliance initiative. 

(1) The provisions o_f section d_o Qt restrict die authority o_f th_e commissioner 
t_o_ abate penalties under Minnesota Statutes, section 270C.34, E eligible taxpayers 
who Q n_ot participate Ere voluntary compliance initiative. 

Subd. PARTICIPATION WITHOUT RIGHT OF APPEAL. (a) A person 
participating tlfi voluntary compliance initiative under this subdivisiorwaives the 
right to an administrative appeal, to a claim for refund, orfifile an action in district QEEE court. Th_e person pardcipating must: _ _ — _ — 

New language is indicated by underline, deletions by saikeetrt:

Copyright © 2005 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



LAWS of MINNESOTA 
Ch. 3, Art. .8 2005 FIRST SPECIAL SESSION 2424 

(1) file an amended return for each taxable year for which the taxpayer has filed 
a tax_retfi—rn- Es-ing an abusive taxjifiince tranystion to underr—eport the tax—pTa}:3r’s 
taxliability for thefixable yeaTEach amended return mu_st report all incTme from all 
Eurces, witlToumegard t2 the abusive ta_x avoidance transactionsffi

_ 
Q)_ _pa_y taxes £1 interest E full, except @ th_e commissioner of revenue may 

enter into an installment payment agreement under Minnesota Statutes, section 
270C.52, before the taxpayer files an amended return. 

(b) The commissioner of revenue shall abate all penalties imposed under 
Minnesotrfiamtes, chapter 28-STA, which «E have been assessed in connection with 
the use of an abusive tax avoidance transaction, fofemi taxable year for whichfi 
Qpa-yer_eT-:cts t_o paficipate in the vo1unta1y—corTiance ini_tiaEve—under thg 
subdivision, to the extent those per-ialfis are a result of underreporting of tax liabilifies 
attributable t_o_t_h_e-§ g abusive tax avoi<i—a11_c:e transactions, for whichE§rticipating 
person files E amended return i_n—compliance with paragraplifl 
Q E criminal action may E brought against z_i taxpayer E E taxable years 

reported under @ voluntary compliance initiative with respect to % issues for which 
a taxpayer voluntarily complies under section. 

gd_) A person filing an amended return under this subdivision of the voluntary 
compliance initiative may-not file a claim for refund—,—an administrati7e—appeal, or an 
action district court_or—taTc<Et7)vith reggd to the amount of taxes or interesfpafi 
wig the amended returg. Nothing iEs subdixdsidri precludes_a taxpayer from 
a claim for credit or refund for Efime taxable year in which a tax avoidance 
trahgicg wfipc->1_'ted if the?'ed—it_ or_r;fT1nd is not fibutable to tllegx avoidance 
transaction.——— 

_ — — _ — _ —— — ————‘ 
Subd. PARTICIPATION WITH RIGHT OF APPEAL. Q A person 

participating th_e voluntary compliance initiative L110 does n_ot waive E, right t_oQ 
administrative appeal, a claim @_r refund, E E action disuict court or g court 
must: 

(1) file an amended return for each taxable year for which the taxpayer has filed 
a taxTet1Fn- 1—1_s-ing an abusive tax—a\$id_ance to undergport the taxpz-131 
taxliability for thafiaxable yea? Each amended return must report all income from all 
gurces, witEut?gard t_o th_e abusive ta_x avoidance transactions;Eid

— 
Q2 fly taxes and interest % full, except E E commissioner pf revenue may 

enter into an installment payment agreement pursuant to Minnesota Statutes, section 
270C.52, prior t_o the taxpayer filing Q amended returr: 

(b) The commissioner of revenue shall abate all penalties imposed under 
Minng-ota—S_tatutes, chapter 2§§A, except Wthe penafy for substantial understate- 
ment of tax liability under Minnesota Statutes, "s?~,tion 289A750, subdivision 4, which 
couldhj? bin assessed connection the E pf an abusive ta_x av_oidance 
transaction, fg each taxable year E which th_e taxpayer elects t_o_ participate th_e 
voluntary compliance initiative under this subdivision, to E extent those penalties 
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apply to underreporting of tax liabilities attributable to the use of abusive tax avoidance 
transaflons for which a_paTticipating person files §Fa?nEfiaEa return in_compliance 
with paragra1W(3); T_‘h_e_taxpayer may subseq1Ely_fi_le a claim for refimd or credit $1" Minnesota Statutes, section T89A.50. — — 

(L) No criminal action may E brought against a_ taxpayer gr E taxable years 
reported under fire voluntary compliance initiative with respect t_o the issues fpr which 

a taxpayer voluntarily complies under section. 

(~d_2 ‘E taxpayer may E an administrative appeal pr an action district court or 
tag court only after th_e earlier g 312 following occurs: 

(_l2 the date th_e commissioner if revenue takes action 9 me claim E refund fcg 
the taxable‘ year; 

Q 1559 days after the date o_f a final determination by th_e Internal Revenue 
Service with respect to th_e transaction pr transactions t3 which Minnesota Statutes, 
chapter 290, applies; Q 

(?:_) Q years after th_e date th_e claim fir refund E filed. 
(e)(1) "_l‘_h_e taxpayer subject t3 the substantial understatement penalty under 

Minnesota Statutes, section 289A.60, subdivision 4. The penalty may be assessed: 

Q when the commissioner o_f revenue takes action on the claim for refund; or 
gi_) when _a federal determination becomes final for die same issue, which case 

the penalty must be assessed, E may nit lg abated, the penalty was assessed atE 
federal level. 

£2_) In determining the amount o_f the underpayment of tax, Code of Federal 
Regu1atio—n‘s, title gg secfidn 1.6664~2(cY2_), relating tg quaIifi_ed agda returns, 
applies. The underpayment the difference between the amount of tax on the original 
return or-the qualified ainendedreturn and the correfamount c)—1"tEf'_o_r-th—e taxable 
year. l§cept in cases covered by cla11sT(_1lEii), where the arnountdf We federal 
determination governs, the underfiyment must not be less tfii the amount cfihe claim 
£ELe%@'3_Y*h_°H_’<-l'*££11EEL°*9§l1fl__——— 

"~__ 
(3) The penalty is due and payable upon notice and demand by the commissioner 

of re\;3tIe._ Only after—tlEa?payer has paid all amourfi due, includ_ing-the penalty, and 
the claim or Til. pTt,_I-nay the tflyer file an_appea1 under 
Minn-efisga Statutes, se_c_tion 27O(3—.§34_,~s1Il)T\Iisi_<-)3 firhich may b?fi1éE in conjuncfim @ t_h_e appeal paragraph 

— ~— _ j_ 
Subd. COMMISSIONER ORDERS AND PENALTIES. After January :»L 

2006, me commissioner o_f revenue may: 

Q issue an order of assessment within me time peiiod permitted under Minnesota 
Statutes, section 289A.38, upon Q amended return filed under section E E 
underreported amount Q” tax; 
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(2) impose penalties on an underreported amount of tax on an amended return 

(3) seek initiation o_f a criminal action against ar1_y person based E any 
underreported amount o_f ta_x Q Q amended return filed under section. 

. Subd. 8. PENALTY RELIEF; EXCEPTION. For purposes of this section, if the 
comrnissiongr subsequently determines that the corra amount of-l\7li_r1_nesota incofi 
tax was not paid for the taxable year fdrafiiticipant in the xfiluntary compliance 
fiti;tWe,fiemeEna1—ty relief urid§thTs section does na amply to any portion of the 
underpaynfinfi Eftax attributable t_o z_1 @‘avoidanc:e:tran—s:1n:t?@_p5_:_ai_d to tl1_e_s£3_. 

Subd. 9. SPECIAL RULES; QUALIFIED FEDERAL INITIATIVE (a) 
Notwithstanfing any provision of this section to the contrary, a taxpayer Llro elecg 
to accept a sett1e1rTnt offer under; qualified_f%ral initiative and was subject to 
Ederal penalties under the terms of the qualified federal initiative,—rn_a3Far'ticipate i_n 
the voluntary complianEinitiativ_e Eder subdivision 5 only andfirot eligible E 
rT‘ticipate under subdivision 6. In addition to the requirements’? sEbd—i\/ision 5 afi 
any other applicable prov‘ision_of—this sectiog the‘ taxpayer musfpay a penalty Er}? 
t<Tone‘-half of the federal penalty—rzT:that applied under the closin.t;—a§1Eement entered 
Etc by the taxigyer under the quai-fiecfiederal initiative-multiplied by the Minnesota 
fiefiayment attributable Wthe transaction. _— 

_(b_) “Qualified federal initiative” means: 

Q th_e Internal Revenue Service’s E33 o_f Boss Settlement Initiative promulgated 
i_n Internal Revenue Service, Announcement 2004-46, for transactions described 
Internal Revenue Service Notice 2000-44, 2000-2 Cumulative Bulletin 255; El 
Q th_e Internal Revenue Service’s Offshore Voluntary Compliance Initiative, § 

gt forth Revenue Procedure, 2003~ll. 

EFFECTIVE DATE. This section effective I:h_e (Lg following final enactment. 

ARTICLE 9 

DEPARTMENT OF REVENUE ELECTRONIC PAYMENTS 

Section 1. Minnesota Statutes 2004, 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 
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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 
deposit the employer’s federal withheld employment taxes under 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 (i) 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. 

(c) The commissioner may prescribe by rule other return 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 
30undersee&en%90r92;subdwisien2aer3;isequalteerexceedstheameunts 
esmblishedfermmiténgfederalvathhddtmwspursmnttetheregulafiempmmuk 
gated under section 630263-) of the Internal Revenue Geelei 

(_1_) $20,000 _o_r more EL fiscal E ending June 3_(), 2005; gr 
Q._) $10,000 or more the fiscal E ending June 3_0, 2006, arg fiscal years 

thereafter, 

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 (c), regardless of the aggregate amount of tax withheld 
during a fiscal year for all of the employers. 
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Sec. 2. Minnesota Statutes 2004, section 289A.20, subdivision 4, is amended to 
read: 

Subd. 4. SALES AND USE TAX. (a) The taxes imposed by chapter 297A are due 
and payable to the commissioner monthly on or before the 20th day of the month 
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) or (g), except that use taxes due on an annual use tax return 
as provided under section 289A.ll, subdivision 1, are payable by April 15 following 
the close of the calendar year. 

(b) 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 85 
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 $420,000 or more during a fiseal year ending 
June 303 

(1) $20,000 or more in the fiscal year ending June 30, 2005; or 

(2) $10,000 or more in the fiscal year ending June 30, 2006, and fiscal years 

must remit all liabilities on retums 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.l8, subdivision 
4, except for 85 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. 

Sec. 3. Minnesota Statutes 2004, section 289A.26, subdivision 2a, is amended to 
read: 

Subd. 2a. ELECTRONIC PAYMENTS. If the aggregate amount of estimated 
tax payments made during a ealendar year is equal 129 er exceeds $20,090,; 

Q $20,000 o_r more E fiscal Er ending June E 2005; Q‘ 
Q $10,000 o_r more th_e fiscal yea_r ending June E 2006, gfi fiscal years 

thereafter, 

all estimated tax payments in the subsequent calendar year must be paid by electronic 
means. 

Sec. 4. Minnesota Statutes 2004, section 295.55, subdivision 4, is amended to 
read: 
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Subd. 4. ELECTRONIC PAYMENTS. A taxpayer with an aggregate tax liability 
of$-l—20,000ermereduri-ngafisealyearendingJuae303 

Q $20,000 or more th_e fiscal year ending June 3_(fl, 2005; o_r 

Q $10,000 or more th_e fiscal ye_g ending June fl 2006, E13 fiscal years 
thereafter, 
must remit all liabilities by electronic means in the subsequent calendar year. 

Sec. 5. EFFECTIVE DATE. 
This article is effective E payments due in calendar year 2006, and in calendar 

years thereafter, fised upon liabilities incurhred the fiscal E ending_:Tune_& 2005, 
and in fiscal years thereafter.

‘ 

ARTICLE 10 

INTERNATIONAL ECONOMIC DEVELOPMENT ZONE 

Section 1. Minnesota Statutes 2004, section 272.02, is amended by adding a 
subdivision to read: E INTERNATIONAL ECONOMIC DEVELOPMENT ZONE 
PROPERTY. (a) Improvements to real property, Ed personal property, classified 

under section £3.13, subdivision-24,§1d located within the international economic 
development zone designated undgsecfion 469.322, aregcempt from ad valorem 
t_a)E levied Lice? chapter ii th_e improvements 1? _ 

(_1_) pair of _a regional distribution center as defined section 469.321; E 
(_2_2 occupied by a qualified business § defined section 469.321, §1a_t usesE 

improvements primarily freight forwarding operations. 

(b) The exemption applies beginning for the first assessment year after designa- 
tion §'_@nternational economic deve1opKer1~t?o_n<; The exempti<)__11_21pp—Es to each 
assessment Er that begins during the duration oI’The international eco_nom 
development zonefi If exempt under Fragraph (a),aa11s—e (2), the property must be 
occupied by July IE th_e assessment year b_y a qu_2Tfied busEs§fi1at has sigT1ath_e 
business agreement by hi 1~9_f_§e a_ssessment 

1 EV __ 

EFFECTIVE DATE. This section effective beginning E property taxes 
payable 2008. 

Sec. 2. Minnesota Statutes 2004, section 290.01, subdivision 19b, as amended by 
Laws 2005, chapter 151, article 6, section 13, is amended to read: 
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Subd. 19b. SUBTRACTIONS FROM FEDERAL TAXABLE INCOME. For 
individuals, estates, and trusts, there shall be subtracted from federal taxable income: 

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

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

'

' 

(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 363A. 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) income as provided under section 290.0802; 
'(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 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 l70(a) of the Internal Revenue Code over 
$500 ; 

(7) 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 
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Code which is included in gross income under section 87 of the Internal Revenue 
Code; 

(8) 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 the federal foreign tax credit; 

(9) in each of the five tax years immediately following the tax year in which an 
addition is required under subdivision 19a, clause (7), or 19c, clause (15), in the case 
of a shareholder of a corporation that is an S corporation, an amount equal to one-fifth 
of the delayed depreciation. For purposes of this clause, “delayed depreciation” means 
the amount of the addition made by the taxpayer under subdivision 19a, clause (7), or 
subdivision 19c, clause (15), in the case of a shareholder of an S corporation, minus 
the positive value of any net operating loss under section 172 of the Internal Revenue 
Code generated for the tax year of the addition. The resulting delayed depreciatio 
cannot be less than zero; and - 

(10) job opportunity building zone income as provided under section 469.316; E1 
(11) international economic development zone income as provided under section 

469.325.
_ 

EFFECTIVE DATE. section effective E Ex years beginning after 

December Q 2006. 
Sec. 3. Minnesota Statutes 2004, section 290.01, subdivision 29, is amended to 

read: 

Subd. 29. TAXABLE INCOME. The term “taxable income” means: 
(1) for individuals, estates, and trusts, the same as taxable net income; 

(2) for corporations, the taxable net income less 

, 
(i) the net operating loss deduction under section 290.095; 

(ii) the dividends received deduction under section 290.21, subdivision 4; 

(iii) the exemption for operating in a job opportunity building zone under section 
469.317; and 

(iv) the exemption for operating in a biotechnology and health sciences industry 
zone under section 469.337; aid A 

(Y) the exemption E operating an international economic development zone 
under section 469.326. 
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EFFECTIVE DATE. section effective E g years beginning after 
December _3_L 2006. 

See. 4. Minnesota Statutes 2004, section 290.06, subdivision 2c, is amended to 
read: 

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

(1) On the first $25,680, 5.35 percent; 
(2) On all over $25,680, but not over $102,030, 7.05 percent; 
(3) On all over $102,030, 7.85 percent. 
Married individuals filing separate returns, estates, and trusts must compute their 

income tax by applying the above rates to their taxable income, except that the income 
brackets will be one-half of the above amounts. 

(b) The income taxes imposed by this chapter upon unmarried individuals must be 
computed by applying to taxable net income the following schedule of rates: 

(1) On the first $17,570, 5.35 percent; 
(2) On all over $17,570, but not over $57,710, 7.05 percent; 
(3) On all over $57,710, 7.85 percent.

’ 

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

(1) On the first $21,630, 5.35 percent; 
(2) On all over $21,630, but not over $86,910, 7.05 percent; 
(3) On all over $86,910, 7.85 percent., 
(d) In lieu of a tax computed according to the rates set forth in this subdivision, 

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

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

(1) the numerator is the individual’s Minnesota source federal adjusted gross 
income as defined in section 62 of the Internal Revenue Code and increased by the 
additions required under section 290.01, subdivision 19a, clauses (1), (5), and (6), and 
reduced by the subtraction under section 290.01, subdivision 19b, clause clauses (10) 
and (11), and the Minnesota assignable portion of the subtraction for United StaTs 
fiernment interest under section 290.01, subdivision 19b, clause (1), after applying 
the allocation and assignability provisions of section 290.081, clause (a), or 290.17; 
and 

(2) the denominator is the individua1’s federal adjusted gross income as defined 
in section 62 of the Internal Revenue Code of 1986, increased by the amounts specified 
in section 290.01, subdivision 19a, clauses (1), (5), and (6), and reduced by the 
amounts specified in section 290.01, subdivision 19b, clauses (1), QQL and (11). 

EFFECTIVE DATE. This section is effective for tax years beginning after 
December Q 2006. 

See. 5. Minnesota Statutes 2004, section 290.06, is amended by adding a 
subdivision to read: 

Subd. 32. INTERNATIONAL ECONOMIC DEVELOPMENT ZONE JOB 
CREDIT. A—taxpayer that is a qualified business, a_s defined in section 469.321, 
subdivision—6, is allowedéflcrc-:d_it as determined under section 469.327 against the tax 
imposed chapter. 

_ —— 
EFFECTIVE DATE. section effective me -gig following final enactment. 
Sec. 6. Minnesota Statutes 2004, section 290.067, subdivision 1, is amended to 

read: 

Subdivision 1. AMOUNT OF CREDIT. (a) A taxpayer may take as a credit 
against the tax due from the taxpayer and a spouse, if any, under this chapter an amount 
equal to the dependent care credit for which the taxpayer is eligible pursuant to the 
provisions of section 21 of the Internal Revenue Code subject to the limitations 
provided in subdivision 2 except that in determining whether the child qualified as a 
dependent, income received as 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 chi1d’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 chi1d’s parent, 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 (c1) of the Internal Revenue Code. If the child is older than 16 months of age 
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but has not attained the age of six years at the close of the taxable year, the amount of 
expenses deemed to have been paid equals the amount the licensee would charge for 
the care of a child of the same age for the same number of hours of care. 

(c) If a married couple: 

( 1) has a child who has not attained the age of one year at the close of the taxable 
Year; ~ \ 

(2) files a joint tax return for the taxable year; and 

(3) does not participate in a dependent care assistance program as defined in 
section 129 of the Internal Revenue Code, in lieu of the actual employment related 
expenses paid for that child under paragraph (a) or the deemed amount under paragraph 
(b), the lesser of (i) the combined earned income of the couple or (ii) 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 2l(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 earned income 
not subject to tax under this chapter including earned income excluded pursuant to 
section 290.01, subdivision 19b, clause (10) or (11), the credit determined under 
section 21 of the Internal Revenue Code mTt—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 effective fir E years beginning after 
December 3_1, 2006. ‘ 

Sec. 7. Minnesota Statutes 2004, section 290.0671, subdivision 1, is amended to 
read: 
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Subdivision 1. CREDIT ALLOWED. (a) An individual is allowed a credit 
against the tax imposed by this chapter equal to a percentage of earned income. To 
receive a credit, a taxpayer must be eligible for a credit under section 32 of the Internal 
Revenue Code. 

(b) For individuals with no qualifying children, the credit equals 1.9125 percent 
of the first $4,620 of earned income. The credit is reduced by 1.9125 percent of earned 
income or modified adjusted gross income, whichever is greater, in excess of $5,770, 
but in no case is the credit less than zero. 

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the 
first $6,920 .of earned income and 8.5 percent of earned income over $12,080 but less 
than $13,450. The credit is reduced by 5.73 percent of earned income or modified 
adjusted gross income, whichever is greater, in excess of $15,080, but in no case is the 
credit less than zero.

' 

(d) For individuals with two or more qualifying children,‘ the credit equals ten 
percent of the first $9,720 of earned income and 20 percent of earned income over 
$14,860 but less than $16,800. The credit is reduced by 10.3 percent of earned income 
or modified adjusted gross income, whichever is greater, in excess of $17,890, but in 
no case is the credit less than zero. 

(e) For a nonresident or part-year resident, the credit must be allocated based on 
the percentage calculated under section 290.06, subdivision 2c, paragraph (e). 

(f) For a person who was a resident for the entire tax year and has earned income 
not subject to tax under this chapter, including income excluded under section 290.01, 
subdivision 19b, clause Q12 E (11), the credit must be allocated based on the ratio of 
federal adjusted gross income reduced by the earned income not subject to tax under 
this chapter over federal adjusted gross income. 

(g) For tax years beginning after December 31, 2001, and before December 31, 
2004, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $1,000 for married taxpayers filing joint returns. 

(h) For tax years beginning after December 31, 2004, and before December 31, 
2007, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $2,000 for married taxpayers filing joint returns. 

(i) For tax years beginning after December 31, 2007, and before December 31, 
2010, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $3,000 for married taxpayers filing joint returns. For tax years beginning after 
December 31, 2008, the $3,000 is adjusted annually for inflation under subdivision 7. 

(i) The commissioner shall construct tables showing the amount of the credit at 
various income levels and make them available to taxpayers. The tables shall follow 
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the schedule contained in this subdivision, except that the commissioner may graduate 
the transition between income brackets. 

EFFECTIVE DATE. This section effective fg tfl years beginning after 
December §L 2006. 

See. 8. Minnesota Statutes 2004, 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) “A1ternative minimum taxable income” means the sum of the following for the 
taxable year: t 

(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 charitable contribution deduction under section 170 of the Internal Revenue 
Code to the extent that the deduction exceeds 1.0 percent of adjusted gross income, as 
defined in section 62 of the Internal Revenue Code; 

(ii) the medical expense deduction; 

(iii) the casualty, theft, and disaster loss deduction; and 

(iv) the impairrnent-related work expenses of a disabled person; 

(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); ‘ 

(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 - 

(6) the amount of addition required by section 290.01, subdivision 19a, clause (7); 
less the sum of the amounts determined under the following: 
(1) interest income as defined in section 290.01, subdivision 19b, clause (1); 
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(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, clauses (9_)_, (10), and (11). 

In the case of an estate or trust, alternative minimum taxable income must be 
computed as provided in section 59(0) 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. 
EFFECTIVE DATE. section effective E tax years beginning after 

December 3% 2006. 
Sec. 9. Minnesota Statutes 2004, 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), (f), 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 1%, 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 1%, or Minnesota 
Statutes 1986, section 290.09, subdivision 7, paragraph (c), not previously deducted is 
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a depreciation allowance in the first taxable year after December 31, 2000. 

(2) The portion of the depreciation deduction allowed for federal income tax 
purposes under section 168(k) of the Internal Revenue Code that is required as an 
addition under section 290.01, subdivision 19c, clause (16), is disallowed in determin- 
ing alternative minimum taxable income. 

(3) The subtraction for depreciation allowed under section 290.01, subdivision 
19d, 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. 

(7) The tax preference for depletion under section 57(a)(l) of the Internal 
Revenue Code does not apply. 

(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). 

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

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

(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 19e. 

For taxable years beginning after December 31, 2000, the amount of any 
remaining modification made under section 290.01,. subdivision l9e, not previously 
deducted is a depreciation or amortization allowance in the first taxable year after 
December 31, 2004. 

(12) For purposes of calculating the adjustment for adjusted current earnings in 
section 56(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. 
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(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). 

(14) Alternative minimum taxable income excludes the income from operating in 
a job opportunity building zone as provided under section 469.317. 

(15) Alternative minimum taxable income excludes the income from operating in 
a biotechnology and health sciences industry zone as provided under section 469.337. 

(16) Alternative minimum taxable income excludes t_l§ income from operating 
E international economic development zone a_s provided under section 469.326. 

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

EFFECTIVE DATE. section effective for E years beginning after 
December E 2006. 

See. 10. Minnesota Statutes 2004, section 290.0922, subdivision 2, is amended to 
read: 

Subd. 2. EXEMPTIONS. The following entities are exempt from the tax 

imposed by’ this section: 

(1) corporations exempt from tax under section 290.05; 

(2) real estate investment trusts; 

(3) regulated investment companies or a fund thereof; and 

(4) entities having a valid election in effect under section 860D(b) of the Internal 
Revenue Code; 

(5) town and farmers’ mutual insurance companies; 

(6) cooperatives organized under chapter 308A that provide housing exclusively 
to persons age 55 and over and are classified as homesteads under section 273.124, 
subdivision 3; and 

(7) an entity, if for the taxable year all of its property is located in a job 
opportunity building zone designated under section 469.314 and all of its payroll is a 
job opportunity building zone payroll under section 469.310; a_nd 

Q an entity, fg the taxable year a_1l o_f property located E international 
economic development zone designated under section 469.322, and a_1l o_f payroll 
international economic development zone payroll under section 469.321. 
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Entities not specifically exempted by this. subdivision are subject to tax under this 
section, notwithstanding section 290.05. 

EFFECTIVE DATE. This section effective E‘ E years beginning after 
December E 2006. ' 

Sec. 11. Minnesota Statutes 2004, section 290.0922, subdivision 3, is amended to 
read: 

Subd. 3. DEFINITIONS. (a) “Minnesota sales or receipts” means the total sales 
apportioned to Minnesota pursuant to section 290.191, subdivision 5, the total receipts 
attributed to Minnesota pursuant to section 290.191, subdivisions 6 to 8, and/or the 
total sales or receipts apportioned or attributed to Minnesota pursuant to any other 
apportionment formula applicable to the taxpayer. 

(b) “Minnesota property” means total Minnesota tangible property as provided in 
section _290.191, subdivisions 9 to 11, any other tangible property located in 
Minnesota, but does not include property located in a job opportunity building zone 
designated under section 469.314, or property of a qualified business located“ in a 
biotechnology and health sciences industry zone designated under section 469.334, or 
property of a qualified business located in the international economic developmefi 
zone desigiated under section 469.322. Idtafible property shall not be included in 
Minnesota property for purposes of this section. Taxpayers who do not utilize tangible 
property to apportion income shall nevertheless include Minnesota property for 
purposes of this section. On a return for a short taxable year, the amount of Minnesota 
property owned, as determined under section 290.191, shall be included in Minnesota 
property based on a fraction in which the numerator is the number of days in the short 
taxable year and the denominator is 365. 

(c) “Minnesota payrolls” means total Minnesota payrolls as provided in section 
290.191, subdivision 12, but does not include job opportunity building zone payrolls 
under section 469.310, subdivision 8, or biotechnology and health sciences industry 
zone payroll payrolls under section 469.330, subdivision 8, or international economic 
development ‘zone payrolls under section 469.321, subdivision 9. Taxpayers "who do 
not utilize pa3Fs to apportion income shall nevertheless include Minnesota payrolls 
for purposes of this section. 

EFFECTIVE DATE. This. section effective E % years begimiing after 
December 3_l, 2006. 

Sec. 12. Minnesota Statutes 2004, section 297A.68, is amended by adding a 
subdivision to read: 

Subd. 41. INTERNATIONAL ECONOMIC DEVELOPMENT ZONES. (a) 
Purch—a—s'es_ofiangible personal property or taxable services by a qualified business,E 
defined in section 469.321, are exempt ifihe property or serfites are primarily used 6} 
consumed E international‘ econon1i_cEve1opment_11e desigfiited under s—ecTi$ 
469.322. 
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(b) Purchase and use of construction materials, supplies, and equipment incorpo- 
ratedT1to the confiucdon of improvements to real proper—t37_ in the international 

eccfionbii? development zoneflare exempt if the_inrprovements a—f_te?:ompletion of 
construction are to be used as} regional—disTribution center as defined in secticgi 
469321 or oth—mwTs€ustfi1 the conduct of freight forwarding ac_tivities o_f a_qualified 
businessas defined in?cti_or1_4l—69.321. This exemption applies regardless _o_f whether 

tfi purchases fie @ by t:li_e business@ contractor. 
(c_) The exemptions under subdivision apply t_o a local sales an_d § tax, 

regardless o_f whether the local % imposed pp sales taxable under chapter p_r_ 
another law, ordinance, E charter provision. 

(_dZ TE exemption paragraph (_a2 applies to sales during tlg duration 9f the zone 

Lay after June gag 2007, th_e purchase was made arid delivery received after _tl§ 
business signs E business subsidy agreement required under chapter 

(e) For purchases made for improvements to real property to be occupied by a 
busine_ssW21t has not signed abusiness subsidy agregent at the tiine_of the purclEse_, 
the tax mEb~e_i_m~p6sed and collected as if the rate under se_c_ti—o_rI 2Tfl&32Tsubdivision 
fap—pli—eEuId then refttnded in the m—ar~1n—erTr<Wled in section 297A.75 beginning in 
fiscal year”2—0(l§._ The taxpafiifinust attach to the—c1aim for refund informatifi 
sufficieTfor the to be able to deteTn1E tlfitthe improvements are being 
occupied Egbusiness t_ha_t hegigngabusiness sub_s—icIy_agreement. 

__ —— 
EFFECTIVE DATE. section effective the day following final enactment. 

Sec. 13. [469.321] DEFINITIONS. 
Subdivision SCOPE. Egg purposes o_f sections 469.321 t_o 469.328, E 

following terms have E meanings given. 
Subd. 2. FOREIGN TRADE ZONE. “Foreign trade zone” means a foreign trade 

zfilfisignated pursuant to United States Code, tik 19, section 81a, fir the right to 
use the powers provided 31 United States Code, tit1e—19, sectio11—s»78-1a_to_§1E,—or—a 
Ezae authorized by tlggforeign trade zone. 

: —* E. _ : — — 

Subd. 3. FOREIGN TRADE ZONE AUTHORITY. “Foreign trade zone 
authority” m_eans the Greater Metropolitan Foreign Trade Zone ComrnissiofiurT6e—r 
119, a joint powers authority created by the county of Hennepin, the cities of 
Wneaprfi and Bloomington, and the M—etrcIpolitan Airpdrts Cornmissio_n: under tlTe 
authority of s_e-clion 469.059, 47.1.0.1", or 471.59, and includes any other politidzfi 
subdivisiohs that Eer into the authon'ty— after its crTtion, as wefis the county in 
which the zone—is 1ocat_e_cl—.‘I\Ftwithstandi1E_l\7[iI1—nesota Statrn1tes,——sTac—ti-ofil71.59, the 
members of the authority are not required t_o have separate authority to establishE 
operate a foreign trade zone. 

Subd. INTERNATIONAL ECONOMIC DEVELOPMENT ZONE OR 
ZONE. E “international economic development zone” pr “zone” 3 zone so 
designated under section 469.322. 
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Subd. PERSON. “Person” includes Q individual, corporation, partnership, 
limited liability company, association, o_r E other entity. 

Subd. 6. QUALIFIED BUSINESS. “Qualified business” means a person who 
has sEe_d—a business subsidy agreement as required under sections 1161.993-I3 
E61995 and 469.323, subdivision 4, carryihg on a trade or business at a place 3’ 
business lofited within E internatimial econonE development Egg fit '- 

(1)(i) engaged in the furtherance of international export or import of goods as a 
freight forwarder; ami -(i—i) certified by_the foreign trade zone_authority:s a trade‘o_r 
business that furthefihfiiurpose of Evaoping internatioHal7list1ibutionFapacity and 
czlpabilitygri 

— _ 1 
Q th_e owner E operator o_f a regional distribution center. 
Subd. 7. REGIONAL DISTRIBUTION CENTER. A “regional distribution 

center’?a_distribution center developed within a foreign tfitde zone. The regional 
distributhmfi center must have as its primary puipose, the facilitation of the?mhering of 
freight for the purfi memtralizing the functions—r1ecessa1y for_th—e shipment E 
freight in—in—t_e-rnational commerce, inc1u<ii—ng, but not limited to, se—cun—'fy— and custorfi 
functions. 

-7 — _ _— 
Subd. INTERNATIONAL ECONOMIC DEVELOPMENT ZONE PER- 

CENTAGE OR ZONE PERCENTAGE. “International economic development zone 
percentage” o_r “zone percentage” means E following fraction reduced t_o a percent- 
age: 

(1) the numerator of the fraction is: 

(i) the ratio of the taxpayer’s property factor under section 290.191 located in the 
zone_for—tl§:_——t—a§1t)l—e year which is land, buildings, machinery and equipment, 
fint-driesfnd other trgble perso1Tal property that is a regional dirribution center 
or is used infie furtherance of the taxpayer’s ITBEII fofwarding operations over the 
1§oper_t‘y_faFt(E1umerator detgnfited under section 290.191, plug 

:— 
Li) th_e ratio g fie taxpayer’s international economic development zone payroll 

factor under subdivision 9 over E payroll factor numerator determined under section 
290.191; Ed 
Q E denominator pf th_e fraction two. 

When ‘calculating the zone percentage for a business that is part of a unitary 
business as defined unde1:ec_ti'o_n 290.17, sub<ii—t/ision 4, the deRrI1—ihz?J1‘_of—th_e payroll 
and propefty factors is the Minnesota payroll and prcEeft—y of the unita137bEs_iness as 
r_eported Q the coml)_ine—drepo1t under section_290.17, subdi_visTon $ paragraph 

Subd. 9. INTERNATIONAL ECONOMIC DEVELOPMENT ZONE PAY- 
ROLL FACTOR OR INTERNATIONAL ECONOMIC DEVELOPMENT ZONE 
PAYROLL. “International economic development zone payroll factor” or “interna- 
tional economic development Eng payroll” flat porTion of tfi payroll @ £161: 
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section 290.191 used t_o operate a regional distribution center, o_r used the 
furtherance of t_lna_ taxpayer’s freight forwarding operations E1 represents: 

(1) wages or salaries paid to an individual for services performed in die 
international economic development zone; gr 

(2) wages or salaries paid to individuals working from offices within the 

inte1'1TaIional ecorfamic devel3;Een_t_ zone, if their employment requires them to wcfic 
outside the zone and the work is incidental-to_the work performed by the inchvidual 
within tlTe~zo—neT IIcWvWeiTiH—ru7 case does z5i1e—payroll include wages p—aid for work 
pe1'forn1ce—clo—11tsIde the zon; ofi1r§1‘f113l—o3Za<=,—Vvl_1o performs more E t?11—-percehf-(E 
total services E tl1_e—emp1oy?r outside fie 261? — _ 

Subd. FREIGHT FORWARDER. “Freight forwarder” 2_1 business g1_a_t, fo_r 
compensation, ensures tha_t goods produced o_r s_o@ by another business move from 
point pf origin tg point o_f destination. 

EFFECTIVE DATE. section effective t_h_e dfl following fi_n_a_l enactment. 
Sec. 14. [469.3215] APPLICATION FOR DESIGNATION. 
Subdivision WHO MAY APPLY. One or n_12r<_: local government units, or a 

jog powers board under section 471.59, ac_ti—ng3n beha1lT_f§zv_o or more Ea; 
a_p_ply for designation g gm E as an internatiorral economic deve_lopTn;nt—z_‘one.—iTl 
o_r parfif the area proposed for_ci€sIgnation as a zone must be located within E 
bot1—r-1de11'—iesol”"ea.c:ho_’r‘ th_e goverrnnental units. A_1ocal governmerf unit may not sub1Tt 
or have sub-Ini—t_t§l on behalf more than Tme application for_cEsiEa1tE)_n of an 
§1—teri1—Tional economic develofiefzodnef“ 

_— _ _ _ 
Subd. APPLICATION CONTENT. gal The application must include: 

£12 a resolution g ordinance adopted g each o_f E cities _o_r towns ail th_e 
counties which t_h_e zone located, agreeing to provide all of t_lE local tfl 
exemptions provided under section 469.315; 

.2 an agreement Q E applicant to treat incentives provided under E zone 
designation as business subsidies under sections 1161.993 to 1161.995 gfl t_o comply 
with die requirements pf git law; an_d_ 

Q supporting evidence tfl allow fire authority to evaluate the application. 
_@ Applications must be submitted t_o EL authority no later Em December& 

2005. 

EFFECTIVE DATE. section effective th_e d_a_y following final enactment. 

Sec. 15. [469.322] DESIGNATION OF INTERNATIONAL ECONOMIC 
DEVELOPMENT ZONE. v

. 

£a_)_ & area designated as :_1 foreign trade zone may E designated by the foreign 
trade zone authority § E international economic development zone within the zone 

a regional distribution center being developed pursuant E9 section 469.323. The zone 
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must consist g contiguous area o_f n_ot less than E acres aid no_t more than 1,000 
acres. The designation authority under section limited to L16 zone. 

(b) £1 making the designation, E foreign trade zone authority, in consultation 
with the Minnesota lgpartment of Transportation and tlTl7/letropolitan Council, shall 
Eider access to major transp§tation routes, coiijsfeiicy with current state tram- 
portation and air—cargo planning, adequacy of the size of Lhgte, access? airport 
facilities, pfiscfi and future capacity at the dgsgjatgaifport, tl1—e_capabi1it37 to meet 
integrated presentafii future air cargo,—seTurity, and inspection se—rvices, and access to 
other infrastructuregnd finanaal incentives. Thefirder of the intemationzfeconorni? 
development zone mm be no more than 60 miles distant C; 90 minutes drive time from 
th_e border gift-3-Minncaprfis-St. Pfilfitemational AirE)rT

: 
_(£2 Final zone designation must E made Q June E), 2006. 
(1) Duration of E zone _a 

12-year period beginning 31 January _1_, 2007. 
EFFECTIVE DATE. section effective E dfl following final enactment. 
Sec. 16. [469.323] FOREIGN TRADE ZONE AUTHORITY POWERS. 
Subdivision 1. DEVELOPMENT OF REGIONAL DISTRIBUTION CEN- 

TER. The foreignTrade zone authority is responsible for creating and implementing a 
development plan for the regional distrfiution center. —T—he regional_tiist1ibution center 
must be deve@ecfivith_the purpose of expanding, on_a- regional basis, international 
dE1'ib——11tion capacityg cTpability. The foreign trade_zone authority shall consult only 
with municipalities tl? have indicaTd to the autho—ri§ an interesfid locatingfi 
irfiinational econommevqdpment zone\_Nifh—in §1ei_r boundaries, as w@ as interesta 
businesses, potential financiers, and appropriate state El federal agencies. 

Subd. 2. BUSINESS PLAN. Before designation of an international economic 
deve1c?r’1_ent_zone under section 469.322, the governing Eidyof the foreign trade zone 
authority shafiepme a business plan. The plan must inc1_ucE* an analysis of—tT1T, 
economic te—21sibi1ity of tlfe regional distribu_ti3nE1_ter~_o_n—ce it becom_es operationa {IE 
of the operations of ffeifi forwarders and other busineyzsfthat choose to locate withi—n 
t__h_e—b_oundaries o_f-_gc_: zone. The analygs-must provide pro%bility mc_>c-lelsE 

g1_) include the benefits o_f tfi incentives; 
Q2 estimate th_e amount o_f time needed _tg achieve profitability; £1 
E) analyze t_h_t_: length o_f time incentives be necessary Q die economic 

viability o_f @ regional distribution center. 
I_f the governing body o_f g1_e_ foreign trade authority determines grit tl1_e models dg 

m)_t establish the economic feasibility of E project, Qe regional distribution center 
does n_ot meet E development requirements o_f section a_r1d_ section 469.322. 

Subd. PORT AUTHORITY POWERS. E governing body o_f fie foreign 
trade zone authority may establish a p_or_t authority tl1_21t: l_1a_s E same powers g ‘:1 E1 
authority established under section 469.049. I_f fie foreign trade zone authority 
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establishes a port authority, the governing body of the foreign trade zone authority may 
exercise al1_poW3rs granted Ea city by sections-46?O48 to 469.068 within the are:Tf 
the international economic develanment zone, except it_may not impose or_rT;uest 
imposition pf 31 property tg levy section 469.053?

_ 
Subd. 4. BUSINESS SUBSIDY LAW. Tax exemptions and job credits provided 

undefthis s_ection are business subsidies and—the foreign trafizoife authority is the 

1o£1_l_ gcTvernment agency fg die purpose—9_f—sections 1T6’JT87l_-‘an_d 1l6J.993T_o 
1161995.. 

EFFECTIVE DATE. section effective E day following final enactment. 
Sec. 17. [469.324] TAX INCENTIVES IN INTERNATIONAL ECONOMIC 

DEVELOPMENT ZONE. 
Subdivision 1. AVAILABILITY. Qualified businesses that operate in an interna- 

tional economic (Evelopment zone, individuals who investTn_a regional-cfistribution 
center or qualified businesses that operate in anfirnationalgeconornic development 
zone, ai-Ii property located fiternationa_1 egonomic development zone qualify fci 

Q2 exemption from individual income taxes § provided under section 469.325; 
£2_) exemption from corporate franchise taxes § provided under section 469.326; 
Q2 exemption from E state sales Ed E t_ax 2_1n_d all local sales E u_se taxes Q qualifying purchases as provided section 297A.68, subdivision 

Q exemption from E property tax § provided in section 272.02, subdivision 
68; and

_ 

Q th_e jo_bs credit allowed under section 469.327. 
Sec. 18. [469.325] INDIVIDUAL INCOME TAX EXEMPTION. 
Subdivision APPLICATION. An individual, estate, or trust operating a trade 

or business in the international economiTdevelopment zone, 2mdTnindividua1 615% 
Equalifying~i-nrstment in a qualified business operating in tlginfinational economic 
development zone, qualifies for the exemptions from taxe_s-‘imposed under chapter 290, 
as provided this section. ']Teexemptions provided under this section apply onl}r—tc-> 

ti extent that the. income othawise would be taxable under cfipter 290. Subtrfiriorg 
under thiss—ectE fgm federal taxable inconie, alternative minimum—Ta_xable income, 
or anyTtl1er base subject to tax are limited to the amount that otherwise would be 
EcI1IderT_ntheta-x Ease ab§3n~t_the—exemption_11rEer this sectm This section app1ie_s 
pply tg tax Fmsbeginning durln—g th_e duration _o_f Ezone. 

~— w 2. BUSINESS INCOME. An individual, estate, or trust is exempt from the 
taxes imposed under chapter 290 onnet income from the#o-p-eration of a qififia 
Eisi-ness in the Frnational ec—oiIorEc—<i=.velopment zonefif the trade 6} business is 
carried off vfifhin and outside of the zone and the individufiis nota resident Sf 
Minnesota, the exeT)tion mustbeappoIfionai_baEd on the zone perceiitage for the 
taxable year? Ere trade or business carried on withi11—g'—c§1t—s?ie_c>_f E12 z_or§ EE 
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individual is a resident of Minnesota, the exemption must be apportioned based on the 
zone pe1‘cc§nage for tfis taxable year—, except E ratios under section 4{9_321_, 
sifiivision 8, clau§(1Yitems (i) and (ii), must use the denominators of the property 
and payroll Ectors deEI—n1'11?uEle_:-r—sec:ltT)r1—2—9T).l—9l._l\lo subtraction is—all_o7ved under 
t—hE section in excess of 20 percent of the sum o—f the international economic 
Tvelopment fine payrofand the adjusted fbasi% the Izfiperty at the time that the 
property fified EinTer_nationa1 econTic_d_eTlopment Q~r_1_e—b_y Eblfiie: 

EFFECTIVE DATE. This section is effective for tax years beginning after 
December 3_1, 

_— — __ — _— —— 
Sec. 19. [469.326] CORPORATE FRANCHISE TAX EXEMPTION. 
(_a2 A qualified business exempt from taxation under section 290.02, gig 

alternative minimum tax under section 290.0921, and the minimum fee under section 
290.0922, E fire portfii g income attribu_tablT_o__o_perations wfhin E intema- 
tional economic development zone. This exemption determined a_s follows: 

(_1) E purposes of E: ta_x imposed under section 290.02, by multiplying 
taxable n_et income lg zone percentage a_nd subtracting me result determining 
taxable income; 

Q) Q purposes 9_f_ th_e alternative minimum tg under section 29020921‘, Q 
multiplying alternative minimum taxable income by zone percentage and 
reducing alternative minimum taxable income by amount; a_nd 

Q2 fg purposes pf E minimum fie under section 290.0922, Q excluding 
property an_d payroll fie zone from E computations o_f th_e fe_e g Q exempting@ 
entity under section 290.0922, subdivision E clause 

(b) No subtraction is allowed under this section in excess of 20 percent of the sum 
of th<e—coE)ration’s inteinational econonn7developm—ent zonepafoll and theaEu—E 
E1s—is_ of the zone property at the time that the property isEtused in t—l1?iErnational 
econo‘mi—c—de\q)pment iifiefi Tiebfioiation. _ 1 *1 T —_ 

This section applies only t_o E years beginning during @ duration o_fE 
international economic development zone. 

EFFECTIVE DATE. This section effective E‘ g years beginning after 
December 3_l_, 2006. 

See. 20. [469.327] JOBS CREDIT. 
Subdivision CREDIT ALLOWED. A qualified business allowed a credit 

against the taxes imposed under chapter 290. :15: credit equals seven percent g th_e_: 
g_l_) lesser 9_f_: 

Q zone payroll E gig taxable year, 1_e§ E zone payroll E th_e base year; Q 
gi_i2 total Minnesota payroll E): E taxable year, le_ss total Minnesota payroll fir 

Ere base year; minus 
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(2) $30,000 multiplied by the number of full-time equivalent employees that £15 
qualified business employs THE; internatio_nal economic development QEE th_e 
taxable year, minus the nu—mber of ful1—time equivalent employees E business 
.e_mP1._°y°d in EE _Z_°113Eth_<= P32 E22 !2u_t E E5 M .2912 

Subd. DEFINITIONS. Q F_o_r purposes pf section, th_e following terms 
have tlfi meanings given. 

932 “Base year” means t_l§ taxable yin‘ beginning during t_lE calendar y_e_ar 
which the zone designation _vs_r§ made under section 469.322, paragraph 

£c_) “Full-time equivalent employees” means th_e equivalent of annualized E): 
pected hours of work equal tc_> 2,080 hours. 

@ “Minnesota payroll” means E wages o_r salaries attributed t_o Minnesota 
under section 290.191, subdivision lg for the qualified business g tlg unitary 
business o_f which E qualified business a part, whichever greater. 

0:) “Zone payroll” means wages _o_r salaries used t_o determine t_h_e zone payroll 
factor fg E qualified business, less @ amount 9_f compensation attributable t_o a_I1X 
employee t_lLat exceeds $70,000. 

Subd. INFLATION ADJUSTMENT. E taxable years beginning after 

December 31, 2006, the dollar amounts subdivisions L clause a_nd g paragraph Q g anrfilly adjfiaed E inflation. The commissioner of revenue shall adjust the 
amounts by t_h_e percentage determined Emler section 290.0_6, subdivision 2% f_or t:e 
taxable year. 

Subd. REFUNDABLE. E t_l§ amount _o_f th_e credit exceeds tfi liability f_or t_ax 
under chapter _2_9g th_e commissioner o_f revenue shall refund E excess t_o gig qualified 
business. 

Subd. APPROPRIATION. E amount sufficient t_o E th_e refunds authorized 
by section appropriated to tlfi commissioner g revenue from the general fund. 

EFFECTIVE DATE. section effective f_or Etx years beginning after 
December §l_, 2006. 

See. 21. [469.328] REPAYMENT OF TAX BENEFITS. 
Subdivision REPAYMENT OBLIGATION. A person must repay th_e amount 

of the tax reduction received under section 469.324, subdivision 1, clauses (1) to (5), 
or credit received under section 469.327, during the two years immediately before it 
Eeased to operate in the zone as a qualified busines;i—fThe~p€r-s_on ceased to operate its 
facilityTocated wfihfithe ZEQ ceased to be c;mp—hance with the Erms of the 
business subsidy agreerE1t, _oLr otherwise ceases t_o E g flqqumfwwlfieg 

Subd. 2. DISPOSITION OF REPAYMENT. The repayment must be paid to the 
gate to tl1_e—<§xtent represents a state tax reductiorfind to the cou—1E37tc)_tl1~te§(te_nfit 
repres_ents a property g reductionjnfltmount repa—idto‘tlFstate mus—t—b?deposited 
in me general fund. Ag amount refi t_o the county fci E -pFper—t3I—ta_;(. exemption 
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must be distributed to the local governments with authority ‘to levy taxes in the zone 
i‘nEe—s-ame manner rTr()\/_i‘cled for distribution cfiyment of delifiient profirrt-y_taE 
Anyfirepayment of local sales Ease taxes mug; be repaid_to the jurisdiction imposing 
£’1°_°3! £63 9&3 EL _ _ _ __ 

Subd. 3. 'REPAYMENT PROCEDURES. (a) For the repayment of taxes 
imposed under chapter 290 or 297A or local ta)§e:—s cbflecgd pursuant to_secTioh 
297A.99, a—pefson must fi1:ear1_a1nended_1'-eturn with the commissioner of rewenue and 
pay any taxes required gbgrepaid within 3OT1ys_after ceasing to be a qualifE 
%'in§s. The amount req_ui1El to be repaid is $te—rrHnt§b_y calculatingthelax for the 
period for_\Wich repayment is ra]u—ired without regard to tfi tax reduction—saE Eclifi 
a1lowed_ u_ndc3* section 469.324. 

——_ — —— 
(b) For the repayment o_f property taxes, E county auditor shall prepare a tax 

statement for the person, applying the applicable tax extension rates for each payabfi 
year and p—1FviT a copy to the business. The persEmust pay tfiaxg tbfiie county 
Q:-zTs1§c_r within 35 days afier—receipt of th—e_tax statement. ThTtzEa%r_—1_11a3za—ppea1 the 
valuation and det_ermTaE)no_f the pfipertrg to th_e lrggt withing <i_ay_s £5‘ 
receipt of HE tax statement. 

(c) The provisions of chapters 270 and 289A relating to the commissioner of 
reve1111—e’s_aI1thority to audit, assess,?1d—c_o1lect the tax and E hear appeals alé 
applicable to the rep2Ement required UITd—6_I‘ paragraphs (a—)'aIE?bfTIie—comnnssiorE 
may impose (Evil penalties as provided in chapter 289$, Hiifi additional tax and 
pefitlties are _suTject to interest at the ra§ provided in secE1270.75, from 3_O_day_s E °e_aS73% t_° 19 b“_Sin°SS 13 EZ__°n_W"“1 ‘h_e diff‘: E75 E 2% — —_ 

. (d) If a property tax is not repaid under paragraph (c), the county treasurer shall 
add thea1_nount requiretTto_be?epaid to the property taxesassged against the prolgty 
ffifiyment in the yearToE>wing tlE year in which the treasurer disco‘/e—rs that the 
p—erson cease<1—t_o—operate~ th_e inteHat_iE1l_economic_d-evelopment zone. 

1- 
E2 fig determining tlf E required to be repaid, a _t;a)_( reduction deemed t_o 

have been received E t_l1e_ date th_at t1_1_e E would have been d_ue fie person hfii r1_o_t been entitled to tlg 3 reduction. 
(f) The commissioner of revenue may assess the repayment of taxes under 

paragraplT(—d) at any time within two yea? after the person ceases to_be a qualified 
business, oI'_wiTluTan7—period of of tax under section 
289A.38, Whicheve1§@ " _ — _ _ ’— 

Subd. 4. WAIVER AUTHORITY. The commissioner of revenue may waive all 
or part of a_repayment, if, in consultatiorxvith the foreign—tI‘ade zone—e1Tl1ority and 
aI)pE)_prrte_ officials from —the state andRaI_govemme—nfi1n~it.s.,_ including TEE 
commissioner of emplo'y1hent—and_econWfic development, determines that requirmg 
repayment of HE tax is not in tlIe:_l3est interest of the state or local govern—nIent and the 
business ce_a—seToEraTtiE:§ fieéfifi of circums$ces—beyondTts control, incTu_dirE 
131: 5); limited t9_: 

— ’ — T 
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(.12 E % dflfi 
Q_) unforeseen tr_e11_c§ g 
(’.’»_) Ess o_f a mfl s_uppli_t§ or customer. 
EFFECTIVE DATE. g:_ti_o_n effle mg day following @1511 enactment. 
Sec. 22. [469.329] REPORTING REQUIREMENTS. 
(:1) An applicant receiving designation of an international economic development 

zoneE1d_e17 section 469.322 must annually re_pcTt to the commissioner of employment 
anfeconornic development on its progress in meefing the zone perfdrmance goals 
@651‘ the business gun for tliezaie and the afiplicanfls con_ip—li—a1Tce with Q13 busfi-ess 
subsidy_m_w under secti6n“s fi6W3“t_F1”1EJ.995. 

’” 
(b) The commissioner must report on its Web site information on (1) the estimated 

amouft {fine tax expendittgfif-mfthe Eng (2)TheTusiness subsifi a—g_r$nents with 
qualifiecfi3u—sine§es in the zone,—(3)—t;11§efin_121-t<:_cl_ number of new jobs created HE 
zone and investment mahcfi-, and (4)—otlTc; information sin1ila17totEir%rmationthattT1e 
commgioner reports on tl1e—jcF opportunity building zone_pTogram on the depa_1t_- 
ment’s E3 s_itE — —‘ — _- 

EFFECTIVE DATE. section effective January _1_, 2007. 

Sec. 23. GRANTS TO QUALIFYING BUSINESSES. 
$750,000 is appropriated in fiscal year 2006 from the general fund to the 

commissioner 6? employment Enid econorhTc_ developmentt—o be dlSt1‘Il)1?C(1 ":6 the 

foreign trade zone authority to p$ide grants to qualified busmesses as deterrr1irEdb—y 
tlr1_e authority,—sTject t_o Minnesota Statutes, sections 1161.993 to 116J_.995, to provi$ 
incentives for the businesses to locate their operations in an Eternational-economic 
developmerfzoma. If the money is not c_lF1ibuted during_fi§:a1 year 2006, it remains 
available E distribu-ticTn under @~section during fiscal Ear 20W: T 

ARTICLE 11 

MISCELLANEOUS 

Section 1. Minnesota Statutes 2004, section 270C.02, subdivision 2, as added by 
Laws 2005, chapter 151, article 1, section 2, is amended to read: 

Subd. 2. POWER TO APPOINT STAFF. (a) The commissioner may organize 
the department as the commissioner deems necessary, and appoint one deputy 
commissioner, a department secretary, directors of divisions, and such other officers, 
employees, and agents, as the commissioner deems necessary to carry out the duties, 
responsibilities, and authority entrusted to the commissioner. The commissioner may 
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define the duties of such officers, employees, and agents, and delegate to them any of 
the commissioner’s powers or duties, subject to the comn1issioner’s control and under 
such conditions as the commissioner may prescribe. Appointments to exercise 
delegated power to sign documents which require the signature of the commissioner or 
a delegate by law shall be by written order filed with the secretary of state. The 
delegations of authority granted by the commissioner remain in effect until revoked—l§ 
fie commiss_i-oner gr 2_1 successor‘_cc;n_n1issioner. 

_ Z _ 
(b) The commissioner may appoint agents as the commissioner considers 

necessary to make examinations and determinations. The agents have the rights and 
powers conferred on the commissioner to subpoena, examine, and copy books, records, 
papers, or memoranda, subpoena witnesses, aminister oaths and affirmations, and take 
testimony. 

EFFECTIVE DATE. This section effective E E following final enactment. 
Sec. 2. Minnesota Statutes 2004, section 270C.27, subdivision 1, as added by 

Laws 2005, chapter 151, article 1, section 24, is amended to read: 
Subdivision 1. IN GENERAL. (a) A taxpayer may bring a civil action for 

damages against the commissioner in district court when an employee or the 
department has knowingly or negligently: 

(1) failed to release a lien as required by section 270C.63, subdivision -1-1- _l_5; or 
(2) failed to release a lien within 30 days after satisfaction of the liability on which 

the lien is based. 

(b) An action under paragraph (a), clause (2), must be preceded by 30 days’ 
written notice by the taxpayer to the commissioner and the taxpayer’s rights advocate 
that the lien has not been released. An action under paragraph (a) must be commenced 
within two years after the date the right of action accrued. 

EFFECTIVE DATE. This section effective August § 2005. 
Sec. 3. Minnesota Statutes 2004, section 27OC.28, subdivision 2, as added by 

Laws 2005, chapter 151, article 1, section 26, is amended to read: 
Subd. 2. DISTRIBUTION. The appropriate statement prepared in accordance 

with subdivision 1 must be distributed by the commissioner to all taxpayers contacted 
with respect to the determination or collection of a tax, other than the providing of tax 
forms. Failure to receive the statement does not invalidate the determination or 
collection action, nor it affect, modify, or alter any statutory time limits applicable 
Q are determinatiagr co1l_ection action, incfuarfi TEE a El_ai£l for 
refund. 

EFFECTIVE DATE. This section effective th_e _d_ay following final enactment 
except E E claims E refund, effective 9 claims filed after October §1_, 2005. 

Sec. 4. Minnesota Statutes 2004, section 270C.445, as added ‘by Laws 2005, 
chapter 151, article 1, section 54, is amended by adding a‘ subdivision to read: 
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Subd. 5a. NONGAME WILDLIFE CHECKOFF. A tax preparer must give 
written notic? of the option to contribute to the nongame wi1dliIe_managemen?Ec<Tt 
in section 290.Z3fio corporate clients thathf-il_e an income tax return and to individual 
clients who file an income tax retur7r_1—oF_prfiierty tax_F:fund cl7aiIr1_‘fonn. This 
notificatfrmmrst bT:in'cluded wdt_h information sent to the—client at the same £111, £35 
preliminary workfleets or otlgdocuments us£:_713—r'ep_ar-‘iii tE—cli-:=,nt§ §t_ur_Ta_nd fit include a _f_<§ cfisplaying contributions. 

EFFECTIVE DATE. This section is effective for returns prepared for taxable 
years beginning gfl Decem~Q§1_, 2004-.‘ 

I.‘ _ 
Sec. 5. Minnesota Statutes 2004, section 289A.60, subdivision 6, as amended by 

Laws 2005, chapter 151, article 6, section 8, is amended to read: 
Subd. 6. PENALTY FOR FAILURE FILE, FALSE OR FRAUDULENT 

RETURN, EVASION. (a) If a person, intent t3 evade pr defeat a_ % E payment 
of % ffi to a return, files a false or fraudulent return, or attempts in any E‘ 
manner to evade or defeat a tax or payment of tax, there is imposed on the person a 

penalty equal to 50 percent of the tax, less amounts paid by the person on the basis of 
the false or fraudulent return, if any, due for the period to which the return related. 

(b) If a person files a false orfraudulent return that includes a claim for refund, 
there is imposed on the person a penalty equal to 50 percent of the portion of any 
refund claimed that is attributable to fraud. The penalty under this paragraph is in 
addition to any penalty imposed under paragraph (a). 

EFFECTIVE DATE. This section effective @ E following final enactment. 
Sec. 6. Minnesota Statutes 2004, section 501B.895, as added by Laws 2005, 

chapter 155, article 3, section 7, is amended to read: 
501B.895 PUBLIC HEALTH CARE PROGRAMS AND CERTAIN 

TRUSTS. 
(a) It is the public policy of this state that individuals use all available resources 

to pay for the cost of long—term care services, as defined in section 256B.0595, before 
turning to Minnesota health care program funds, and that trust instruments should not 
be permitted to shield available resources of an individual or an individual’s spouse 
from such use. 

(b) When a state or local agency makes a determination on an application by the 
individual or the individua1’s spouse for payment of long-term care services through a 
Minnesota public health care program pursuant to chapter 256B, any irrevocable 
inter—vivos trust or any legal instrument, device, or arrangement similar to an 
irrevocable inter—vivos trust created on or after July 1, 2005, containing assets or 
income of an individual or an individual’s spouse, including those created ‘by a person, 
court, or administrative body with legal authority to act in place of, at the direction of, 
upon the request of, or on behalf of the individual or individual’s spouse, becomes shall 
be treated as if it were revocable for the sole purpose of that deterrr1ination.—l3_of 
firposes of_thTs section, any inter—vivos trust and any legal instrument, device, or 
arrangement similar to an inter—vivos trust: 

(1) shall be deemed to be located in and subject to the laws of this state; and 
(2) is created as of the date it is fully executed by or on behalf of all of the settlors 

or others. 
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(c) For purposes of this section, a legal instrument, device, or arrangement similar 
to an irrevocable inter—vivos trust means any instrument, device, or arrangement which 
involves a grantor who transfers or whose property is transferred by another including, 
but not limited to, any court, administrative body, or anyone else with authority to act 
on their behalf or at their direction, to an individual or entity with fiduciary, 
contractual, or legal obligations to the grantor or others to be held, managed, or 
administered by the individual or entity for the benefit of the grantor or others. These 
legal instruments, devices, or other arrangements are irrevocable inter—vivos trusts for 
purposes of this section. 

(d) In the event of a conflict between this section and the provisions of an 
irrevocable trust created on or after July 1, 2005, this section shall control. 

(e) This section does not apply to trusts that qualify as supplemental needs trusts 
under section 501B.89 or to trusts meeting the criteria of United States Code, title 42, 
section 1396p (d)(4)(a) and (c) for purposes of eligibility for medical assistance. 

(f) This section applies to all trusts first created on or after July 1, 2005, as_ 
permitted under United States Code, title 42, section 1396p, and to all interests in real 
or personal property regardless of the date on which the interest was created, reserved, 
or acquired. 

EFFECTIVE DATE. This section effective E E following final enactment. 
Sec. 7. FEE STUDIES. 
Subdivision 1. STATE AGENCY FEES. The commissioner of each state agency 

that imposes any—fee on individuals or busineTc3s in this state_1nusT1'ep—ort to the 
c—or‘nn1issioner7 r_<;er1—ue by Janua1"y—l5, 2006, o11_tl1_e_typTarE_amount of_ft§ 
imposed, amour? and type ofiee increasefiince JanTfryT, @,tTrevenues $ri—vE 
from each fee for %h—of—th—e %st recent four fiscal year§a_nd the—I1se of the revenues fi t—l'1e—fe—e.sT 'I_‘he—c_o5r_n1r—1issT>1-1tfifrevenLie_sT12fimpi1e tlfidnfiunhafionfid provide 
a com~1;r_ehT1si7o:—repo1t on all staTe agency fees to the finfie and tax committees of 
the senate and the appropfiat1_'on?1,h‘d tax com—EtteesTf the houseofrpresentatives IE 
Fa»mmy1_?2_Tg 

“— “ “ ” 
Subd. 2. SCHOOL FEES. By January 15, 2006, the Department of Education 

shall p—rcT\7id;the house and senate?clucation finance divisi—ons and tax comgfnittees with 
afiaport that Qamines Etotal annualfees collected under Mim1e—sota Public Sch—o(;l 
Fee Law_,T'/Iinnesota SEt_utes,_ sections WBB34 to l23B.39, in fiscal years 2002 to E5. The report must detail all different types of_fees charged_to Minnesota students 
under thT1aw. The report mus? report total fees Eafivfide as welTas by school district 
gig charteficlE>—oT. 

—" — — _ "— T_ 
Subd. 3. CITY FEES. Each home rule charter or statutory city must report to the 

comnfis_si_or§r of revenue by January 15, 2006, on— the type anT amount of f_e_e;E 
imposes, among and type o—f— fee increases since Jam1ar_371—,—E0Zfi1e revenucesdejrh/ed 
from each fee fo??ac—h—of_tlFmost recent four calendar years:and the use of the 
reven1Es_ @ E E fie_?)mInissioner o_fT:venue fill compi1?iI1f—<>11rE1tE 
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and provide a comprehensive report gr ah fees t_o th_e finance and E committees 
of the senate g1_d th_e appropriations and g committees pf E house pf representatives 
by February 1_i 2006. 

See. 8. TRANSFER. E commissioner of finance shall transfer up to $20,000,000 from th_e E relief 
account under Minnesota Statutes, section l6A.1522, subdivision $ to t_h_e general fund 
when accounts for the 2004-2005 biennium E closed. 

Sec. 9. TAXPAYER ASSISTANCE SERVICES; APPROPRIATION. 
(a) $125,000 in fiscal year 2006 and $125,000 in fiscal year 2007 are appropriated 

fromt_he general fdnd to tlgconnnisgner of revenhe to mfi grants?» one or more 
E1f3ro—fit organiz—a?i;ns:cE1lifying under section 5o1(F)(3) of the Int?rrEl—l$venFe 
Code of 1986, to coordinate, facilitate, encourage, 3131 aig flepibvision ff taxpayer 
assistance services. 

(b) “Taxpayer assistance services” mean accounting and tax preparation services 
provided by volunteers to low—income and disadvantaged?/[inn—esota residents to help 
them file_f-ederal and state income ta§{_returns and Minnesota property tax REE 
c_lz1ir_r1sE1d may incfilefpmvision of peIsonal reprefiantation before the Depfiment of 
Revenue—ai1d—If1ternal Revenue Sex:/ice. 

— _ 
Sec. 10. VETERANS SERVICES; APPROPRIATION. 
$125,000 is appropriated fiscal Ear 2006 from the general fund t_o E 

commissioner o_f veterans affairs Q _a grant t_o fie Vinland gnter. This a onetime 
appropriation an_d does not become part g the base. 

Sec. 11. OTTER TAIL COUNTY DISASTER RELIEF; APPROPRIATION. 
$500,000 is appropriated from the general fund to the commissioner of the 

Department of Timployment and Ecohomic DeveIoEr1entf—or fiscal year 200-6 Er 
grants t_o local of governrjnt for locally administeredprograms Iorfbusinesg 
and p1'opeT3Ic>wnei's in Otter Tail Ccgnty directly gd adversely affecteFl_b_y the 
wirids during E wee—k-o_f June_1—g 2005. Criteria id requirements f_or grants must be 
locally established with approval by t_hE department. 

Sec. 12. DEPARTMENT OF REVENUE; APPROPRIATION. 
$545,000 appropriated Q fiscal year 2006 Ed $545,000 appropriated fg 

fiscal yfl 2007 from t_h_e general fund t_o £13 commissioner o_f revenue t_o administer 
this act. 

Sec. 13. REVISOR INSTRUCTION. 
Notwithstanding an_y @ t_o_ the contrary, if a provision of a section of Minnesota 

Statutes repealed by Laws 2005, fipter 151, article 1, is amended or refialed during 
the 2005 Special Session, the arfidment 6; Tepealer shfil supersede the 
provi_sio_ns 

_o_f_ 
Laws 2005, chapter;-I-5_1_, article L E1_d t_l§ revis—or_s_hal_l codify E 
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amendment or repealer consistent with the recodification of the affected section by 
Laws 2005, chapter 151, article 1. the revisor shal—l_code new sectionsE' 
subdivisions enactecfiluring the” 2605 First Eeciai sessiTi 76Hsis_m‘nt with t1E 
recodification o_f Laws 2005, cfipter flxicle j *- 

EFFECTIVE DATE. section effective August L 2005. 
Sec. 14. EFFECTIVE DATE; RELATIONSHIP TO OTHER APPROPRIA- 

TIONS. 
Appropriations in this act are effective retroactively from July 1, 2005, and 

supersede and replace fu-ridirg afiiorized by order of the Rfiunse_y—CcEn_tmstHc_t 
Court in Ca1sTNo. C9~O5—5 928, as well as byT.aws 20(B,F—irst Special Session chapter 
a whia1prE1igTd temporary fundHg"th_rough fly 1_4: 

Presented to the governor July 13, 2005 

Signed by the governor July 13, 2005, 9:33 p.m. 

CHAPTER 4—H.F.No. 139 
An act relating to the operation of state government; making changes to health and human 

services programs; modifying human services policy; modifying health policy; changing licensing 
provisions; changing provisions for mental and chemical health; establishing treatment foster 
care and transitional youth intensive rehab mental health services; enhancing family support; 
providing training for child care providers and hospitals on dangers of shaking infants and 
children; establishing long-term homeless supportive services; establishing the tobacco health 
impact fee; establishing a cancer drug repository program; establishing a health information 
technology and infrastructure advisory committee and a rural pharmacy planning and transition 
grant program; establishing a statewide trauma system and trauma registry; changing long-term 
care provisions and establishing a partnership; establishing a nursing facility reimbursement 
system; modifying health care programs; changing certain fees; appropriating money; amending 
Minnesota Statutes 2004, sections 1346, subdivision 4, as amended; 16A. 724; 62J.692, 
subdivision 3, as amended; 62Q.251, as added; 62Q.3 7, subdivision 7; 1031.101, subdivision 6; 
1031.208, subdivisions 1, as amended, 2, as amended; 1031.235, subdivision 1; 1031.601, 
subdivision 2; 1I9B.13, subdivision 1, by adding a subdivision; 144.122, as amended; 144.147, 
subdivisions 1, 2; 144.148, subdivision 1; 144.1483; 144.1501, subdivisions 1, 2, 3, 4; 144.226, 
subdivisions 1, as amended, 4, as amended, by adding subdivisions; 144.3831, subdivision 1; 
144.551, subdivision 1; 144.562, subdivision 2; 144.9504, subdivision 2; 144.98, subdivision 3; 
144/1.073, subdivision 10, by adding a subdivision; 144E.101, by adding a subdivision; 145.4242; 
145.56, subdivisions 2, 5; 145.9268; 147A.08; I48D.220, subdivision 8, as added; 150A.22; 
157.01], by adding a subdivision; 157.15, by adding a subdivision; 157.16, subdivisions 2, 3, by 
adding subdivisions; 157.20, subdivisions 2, 2a; 241.01, by adding a subdivision; 243.166, 
subdivisions 4b, as added, 7, as amended; 245.4661, subdivisions 2, 6, by adding a subdivision; 
245.4874, as amended; 245.4885, subdivisions 1, 2, by adding a subdivision; 245A.02, 
subdivision 17; 245A.03, subdivisions 2, 3; 245A.035, subdivisions 1, 5; 245A.04, subdivisions 7, 
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