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469.015 LETTING OF CONTRACTS; PERFORMANCE BONDS.
[For text of subds 1 to 3, see M.S.2004]

Subd. 4. Exceptions. (a) An authority need not require competitive bidding in the
following circumstances:

(1) in the case of a contract for the acquisition of a low-rent housing project:
(i) for which financial assistance is provided by the federal government;

(if) which does not require any direct loan or grant of money from the municipality
as a condition of the federal financial assistance; and

(iif) for which the contract provides for the construction of the project upon land
that is either owned by the authority for redevelopment purposes or not owned by the
authority at the time of the contract but the contract provides for the conveyance or
lease to the authority of the project or improvements upon completion of construction;

(2) with respect to a structured parking facility:

(i) constructed in conjunction with, and directly above or below, a development;
and

(i) financed with the proceeds of tax increment or parking ramp general obli-
gation or revenue bonds;

(3) until August 1, 2009, with respect to a facility built for the purpose of
facilitating the operation of public transit or encouraging its use:

(i) constructed in conjunction with, and directly above or below, a development;
and

(ii) financed with the proceeds of parking ramp general obligation or revenue
bonds or with at least 60 percent of the construction cost being financed with funding
provided by the federal government; and

(4) in the case of any building in which at least 75 percent of the usable square
footage constitutes a housing development project if:

(i) the project is financed with the proceeds of bonds issued under section 469.034
or from nongovernmental sources;
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(ii) the project is either located on land that is owned or is being acquired by the
authority only for development purposes, or is not owned by the authority at the time
the contract is entered into but the contract provides for conveyance or lease to the
authority of the project or improvements upon completion of construction; and

(ili) the authority finds and determines that elimination of the public bidding
requirements is necessary in order for the housing development project to be economi-
cal and feasible.

(b) An authority need not require a performance bond for the following projects:

(1) a contract described in paragraph (a), clause (1);

(2) a construction change order for a housing project in which 30 percent of the
construction has been completed;

(3) a construction contract for a single-family housing project in which the
authority acts as the general construction contractor; or

(4) a services or materials contract for a housing project.

For purposes of this paragraph, “services or materials contract” does not include
construction contracts. : '

[For text of subd 5, see MS.2004]
History: 2005 ¢ 152 art 1 s 14

469.033 PUBLIC REDEVELOPMENT COST; PROCEEDS; FINANCING.
[For text of subds 1 to 5, see M.S.2004]

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 aré 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 scction 273.032. The
authority shall each year formulate 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.

[For text of subd 7, see M.S.2004]
History: 1Sp2005 ¢ 3 art 1 5 28
469.034 BOND ISSUE FOR CORPORATE PURPOSES.
[For text of subd 1, see M.S.2004]

Subd. 2. General obligation revenue bonds. (a) An authority may pledge the
general obligation of the general jurisdiction governmental unit as additional security
for bonds payable from income or revenues of the project or the authority. The
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authority must find that the pledged revenues will equal or cxceed 110 percent of the
principal and interest due on the bonds for each year. The proceeds of the bonds must
be used for a qualified housing development project or projects. The obligations must
be issued and sold in the manner and following the procedures provided by chapter
475, except the obligations are not subject to approval by the electors; and the
maturities may extend to not more than 35 years for obligations sold to finance housing
for the elderly and 40 years for other obligations issued under this subdivision. The
authority is the municipality for purposes of chapter 475. '

(b) The principal amount of the issue must be approved by the governing body of
the general jurisdiction governmental unit whose general obligation is pledged. Public
hearings must be held on issuance of the obligations by both the authority and the
general jurisdiction governmental unit. The hearings must-be held at least 15 days, but
not more than 120 days, before the sale of the obligations.

(c) The maximum amount of general obligation bonds that may be xssued and
outstanding under this section equals the greater of (1) one-half of one percent of the
taxable market value of the general jurisdiction governmental unit whose general
obligation is pledged, or (2) $3,000,000. In the case of county or multicounty general
obligation bonds, the outstanding general obligation bonds of all cities in the county or
counties issued under this subdivision must be added in calculating the limit under
clause (1).

(d) “General jurisdiction governmental unit” means the city in which the housing
development project is located. In the case of a county or.multicounty authority, the
county or counties may act as the general jurisdiction governmental unit. In the case of
a multicounty authority, the pledge of the general obligation is a pledge of a tax on the
taxable property in each of the counties. :

(e) “Qualified housing development project” means a housing development project
providing housing either for the elderly or for individuals and families with incomes not
greater than 80 percent of the median family income as estimated by the United States
Department of Housing .and Urban Development for the -standard metropolitan
statistical area or the nonmetropolitan county in which the project is located. The
project must be owned for the term of the bonds either by the authority or by a limited
partnership or other entity in which the authority or another entity under the sole
control of the authority is the sole general partner and the partnership or other entity
must receive (1) an allocation from the Department of Finance or an entitlement issuer
of tax-exempt bonding authority for the project and a preliminary determination by the
Minnesota Housing Finance Agency or the applicable suballocator of tax credits that
the project will qualify for four percent low-income housing tax credits or (2) a
reservation of nine percent low-income housing tax credits from the Minnesota
Housing Finance Agency or a suballocator of tax credits for the project. A qualified
housmg development pro;ect may admit nonelderly individuals and families with higher
incomes if:

(1) three years have passed since initial occupancy;

(2) the authority finds the project is experiencing unanticipated vacancies resulting
in insufficient revenues, because of changes in population or other unforeseen circum-
stances that occurred after the initial finding of adequate revenues; and

(3) the authority finds a tax levy or payment from general assets of the general
jurisdiction governmental unit will be necessary to pay debt service on the bonds if
higher income individuals or families are not admitted.

[For text of subds 3 to 5, see M.S.2004]
History: 2005 c 152 art 15 15
469.050 COMMISSIONERS; TERMS, VACANCIES, PAY, CONTINUITY.
[For text of subds 1 to 4, see M.S5.2004]

Subd. 5. Pay. A commissioner, including the president, must be compensated as
provided in section 15.0575, subdivision 3, for each regular or special port authority
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meeting attended. The advisory members of the Duluth authority from the legislature
must not be paid for their service to the authority.

History: 1Sp2005 ¢ 1 art 4 s 105

469.0855 WABASHA.

Subdivision 1. Establishment. The city of Wabasha may establish a port authority
commission that has the same powers as a port authority established under section
469.049 or other law. If the city establishes a port authority commission, the city shall
exercise all the powers relating to the port authority granted to a city by sections
469.048 to 469.068 or other law. Notwithstanding any law to the contrary, the city may
choose the name of the commission.

Subd. 2. Municipal housing and redevelopment authority. If the city of Wabasha
establishes a port authority commission under subdivision 1, the commission may
exercise the same powers as a municipal housing and redevelopment authority estab-
lished under sections 469.001 to 469.047 or other law. The city shall then exercise all
the powers relating to the municipal housing and redevelopment authority granted to a
city by sections 469.001 to 469.047 or other law.

History: 2005 c 61 s 1

NOTE: This section, as added by Laws 2005, chapter 61, section 1, is effective the day after the governing body of the
city of Wabasha and its chief clerical officer comply with section 645.021, subdivisions 2 and 3. Laws 2005, chapter 61, section 1,
the cffective date.

469.0856 ORTONVILLE.

The city of Ortonville may establish a port authority commission that has the same
powers as a port authority established under section 469.049 or other law. If the city
establishes a port authority commission, the city shall exercise all the powers relating to
the port authority granted to a city by sections 469.048 to 469.068 or other law.
Notwithstanding any law to the contrary, the city may choose the name of the
commission.

History: 2005 ¢ 61 s 2

NOTE: This section, as added by Laws 2005, chapter 61, section 2, is cffective the day after the governing body of the
city of Ortonville and its chief clerical officer comply with scction 645.021, subdivisions 2 and 3. Laws 2005, chapter 61, section
2, the effective date.

469.104 SECTIONS THAT APPLY IF FEDERAL LIMIT APPLIES.

Sections 474A.01 to 474A.21 apply to obligations issued under sections 469.090 to
469.108 that are limited by federal tax law as defined in section 474A.02, subdivision 8.

History: 2005 ¢ 10 art 1571

469.1082 COUNTY EDA OR HRA WITH EDA POWERS IN NONMETRO COUNTY.

Subdivision 1. Authority to create. A county may form a county economic
development authority or grant a housing and redevelopment authority the powers
specified in subdivision 4, clause (2), if it receives a recommendation to do so from a
committee formed under subdivision 2. An economic development authority estab-
lished under this section has all the powers and rights of an authority under sections
469.090 to 469.1081, except the authority granted under section 469.094 if so limited
under subdivision 4. This section is in addition to any other authority to create a county
economic development authority or service provider.

Nothing in this section shall alter or impair any grant of powers, or any other
authority granted to a community development agency, a county housing and redevel-
opment authority, or any county as provided in section 383D.41, Laws 1974, chapter
473, as amended, or Laws 1980, chapter 482, as amended. Any county that has granted
economic development powers to a community development agency or a county
housing and redevelopment authority under any of these provisions may not form a
county economic development authority or grant a housing and redevelopment authori-
ty the powers specified in subdivision 4, clause (2).
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[For text of subds 2 to 7, see M.S.2004]

Subd. 8. Nine-member boards authorized. In addition to the board options under
section 469.095, a county economic development authority may have a nine-member
board. If the authority has a nine-member board, at least two members must be county
commissioners appointed by the county board. Of the county economic development
authority board members initially appointed, two each shall be appointed for terms of
one, two, or three years, respectively, and one each for terms of four, five, or six years,
respectively. Thereafter, all authority members shall' be appointed for six-year terms.

History: 15p2005 ¢ 1 art-4 5 106; 1Sp2005 ¢ 3 art 7 5 10
469.158 MANNER OF ISSUANCE OF BONDS; INTEREST RATE

Bonds authorized under sections 469.152 to 469:165 must be issued in accordance
with the provisions of chapter 475 relating to bonds payable from income of revenue
producing .conveniences, except that public sale is not required, the provisions of
sections 475.62 and 475.63 do not apply, and the bonds may mature at the time or
times, in the amount or amounts, within 40 years from date of issue, and may be sold at
a price equal to the percentage of the par value thereof, plus accrued interest, and
bearing interest at the rate or rates agreed by the contracting party, the purchaser, and
the municipality or redevelopment agency, notwithstanding any limitation of interest
rate or cost or of the amounts of annual maturities contained in any other law. Bonds
issued to refund bonds previously issued pursuant to sections 469.152 to 469.165 may
be issued in amounts determined by the municipality or redevelopment agency
notwithstanding the provisions of section 475.67, subdivision 3.

History: 2005 ¢ 152 art 15 16

469.169 SELECTION OF ENTERPRISE ZONES.
[For text of subds 1 to 16, see M.S.2004]

Subd. 17. Additional border city allocations. (a) In addition to tax reductions
authorized in subdivisions 7 to 16, the commissioner shall allocate $750,000 for tax
reductions to border city enterprise zones in cities located on the western border of the
state. The commissioner shall make allocations to zones in cities on the western border
on a per capita basis. Allocations made under this subdivision may be used for tax
reductions as provided in section 469.171, or for other offsets of taxes imposed on or
remitted by businesses located in the enterprise zone, but only if the mumclpahty
determines that the granting of the tax reduction or offset is necessary in order to
retain a business within or attract a business to the zone. Any portion of the allocation
provided in this paragraph may alternatively be used for tax reductions under section
469.1732 or 469.1734.

(b) The commissioner shall allocate $750,000 for tax reductions under section
469.1732 or 469.1734 to cities with border city enterprise zones located on the western
border of the state. The commissioner shall allocate this amount among the cities on a
per capita basis. Any portion of the allocation provided in this paragraph may
alternatively be used for tax reductions as provided in section 469.171.

History: 1Sp2005c 3 art 75 11

469.171 STATE TAX REDUCTIONS.
[For text of subds 1 to 9, see M.S.2004]

Subd. 10. Interest. When tax credits allowed under subdivisions 1 to 8 result in an
overpayment within the meaning of section 289A.50, the excess to be refunded to the
taxpayer shall bear interest at the amount specified in section 270C.405, computed
from 90 days after (1) the due date of the return or (2) the date on which the return is
filed, whichever is later, to the date the refund is paid.
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[For text of subd 11, see M.S.2004]
History: 2005 ¢ 151 art 25 17

469.1734 TAX INCENTIVES OUTSIDE ZONES.
[For text of subds 1 to 5, see M.S.2004]

Subd. 6. Sales tax exemption; equipment; construction materials. (a) The gross
receipts from the sale of machinery and equipment and repair parts are exempt from
taxation under chapter 297A, if the machinery and equipment:

(1) are used in connection with a trade or business;

(2) are placed in service in a city that is authorized to designate a zone under
section 469.1731, regardless of whether the machinery and equipment are used in a
zone; and

(3) have a useful life of 12 months or more.

(b) The gross receipts from the sale of construction materials are exempt, if they
are used to construct:

(1) a facility for use in a trade or business located in a city that is authorized to
designate a zone under section 469.1731, regardless of whether the facility is located in
a zone; or

(2) housing that is located in a zone.

The exemptions under this paragraph apply regardless of whether the purchase is made
by the owner, the user, or a contractor.

(c) A purchaser may claim an exemption under this subdivision for tax on the
purchases up to, but not exceeding:

(1) the amount of the tax credit certificates received from the city, less

(2) any tax credit certificates used under the provisions of subdivisions 4 and 5,
and section 469.1732, subdivision 2.

(d) The tax on sales of items exempted under thlS subdivision shall be imposed and
collected as if the applicable rate under section 297A.62 applied. Upon application by
the purchaser, on forms prescribed by the commissioner, -a refund equal to the tax paid
shall be paid to the purchaser. The application must include 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.40 apply to the refunds
payable under this subdivision. There is annually appropriated to-the commissioner of
revenue the amount required to make the refunds, which must be deducted from the
amount of the city’s allocation under section 469.169, subdivision 12, that remains
available and its limitation under section 469.1735. The amount to be refunded shall
bear interest at the ratc in section 270C.405 from the date the refund claim is filed with
the commissioner.

[For text of subd 7, see M.S.2004]
History: 2005 ¢ 151 art 25 17

469.1735 LIMIT ON TAX REDUCTIONS; APPLICATIONS REQUIRED.
[For text of subds 1 and 2, see M.S.2004]

Subd. 3. Transfer authority for property tax. (a) A city may clect to use all or part
of its allocation under subdivision 2 to reimburse the city or county or both for
property tax reductions under section 272.0212. To elect this option, the city must
notify the commissioner of revenue by October 1 of each calendar year of the amount
of the property tax reductions for which it seeks reimbursements for taxes payable
during the current year and the governmental units to which the amounts will be paid.
The commissioner may require the city to provide information substantiating the
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amount of the reductions granted or any other information necessary to administer this
provision. The commissioner shall pay the reimbursements by December 26 of the taxes
payable year. Any amount transferrcd under this authority reduces the amount of tax
credit certificates available under subdivisions 1 and 2.

(b) The amount elected by the city under paragraph (a) is appropriated to the
commissioner of revenue from the general fund to reimburse the city or county for tax
reductions under section 272.0212. The amount appropriated may not exceed the
maximum amounts allocated to a city under subdivision 2, paragraph (b), less the
amount of certificates issued by the city under subdivision 1, and is available until
expended.

[For text of subd 4, see M.S.2004]
History: 2005 ¢ 151 art 5 s 42

469.174 DEFINITIONS.
[For text of subds 1 to 10b, see M.S.2004]

Subd. 11. Housing district. “Housing district” means a type of tax increment
financing district which consists of a project, or a portion of a project, intended for
occupancy, in part, by persons or families of low and moderate income, as defined in
chapter 4624, Title II of the National Housing Act of 1934, the National Housing Act
of 1959, the United States Housing Act of 1937, as amended, Title V of the Housing
Act of 1949, as amended, any other similar present or future federal, state, or
municipal legislation, or the regulations promulgated under any of those acts, and that
satisfics the requirements of section 469.1761. Housing project means a project, or a
portion of a project, that meets all of the qualifications of a housing district under this
subdivision, whether or not actually established as a housing district.

[For text of subds 12 to 24, see M.S.2004]

Subd. 25. Increment. “Increment,” “tax increment,” “tax increment revenues,”
“revenues derived from tax increment,” and other similar terms for a district include:

(1) taxes paid by the captured net tax capacity, but excluding any excess taxes, as
computed under section 469.177;

(2) the proceeds from the sale or lease of property, tangible or intangible, to the
extent the property was purchased by the authority with tax increments;

(3) principal and interest received on loans or other advances made by the
authority with tax increments;

(4) interest or other investment earnings on or from tax increments;

(5) repayments or return of tax increments made to the authority under agree-
ments for districts for which the request for certification was made after August 1,
1993; and :

(6) the market value homestead credit paid to the authority under section
273.1384.
[For text of subds 26 to 29, see M.5.2004]

History: 2005 c 152 art 2 s 5,6

469.175 ESTABLISHING, CHANGING TIF PLAN, ANNUAL ACCOUNTS.
Subdivision 1. Tax increment financing plan. A tax increment financing plan shall
contain:
(1) a statement of objectives of an authority for the improvement of a project;

(2) a statement as to the development program for the project, including the
property within the project, if any, that the authority intends to acquire, identified by
parcel number, identifiable property name, block, or other appropriate means indicat-
ing the area in which the authority intends to acquire properties;
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(3) a list of any development activities that the plan proposes to take place within
the project, for which contracts have been entered into at the time of the preparation
of the plan, including the names of the parties to the contract, the activity governed by
the contract, the cost stated in the contract, and the expected date of completion of
that activity;

(4) identification or description of the type of any other specific development
reasonably expected to take place within the project, and the date when the develop-
ment is likely to occur;

(5) estimates of the following:

(i) cost of the project, including administrative expenses except that if part of the
cost of the project is paid or financed with increment from the tax increment financing
district, the tax increment financing plan for the district must contain an estimate of the
amount of the cost of the project, including administrative expenses, that will be paid
or financed with tax increments from the district;

(ii) amount of bonded indebtedness to be incurred,;
(iii) sources of revenue to finance or otherwise pay public costs;

(iv) the most recent net tax capacity of taxable real property within the tax
increment financing district and within any subdistrict;

(v) the estimated captured net tax capacity of the tax increment financing district
at completion; and

(vi) the duration of the tax increment financing district’s and any subdistrict’s
existence;

(6) statements of the authority’s alternate estimates of the impact of tax increment
financing on the net tax capacities of all taxing jurisdictions in which the tax increment
financing district is located in whole or in part. For purposes of one statement, the
authority shall assume that the estimated captured net tax capacity would be available
to the taxing jurisdictions without creation of the district, and for purposes of the
second statement, the authority shall assume that none of the estimated captured net
tax capacity would be available to the taxing jurisdictions without creation of the
district or subdistrict;

(7) identification and description of studies and analyses used to make the
determination set forth in subdivision 3, clause (2); and :

(8) identification of all parcels to be included in the district or any subdistrict.
[For text of subd 1la, see M.S.2004]

Subd. 2. Consultations; comment and filing. (a) Before formation of a tax
increment financing district, the authority shall provide the county auditor and clerk of
the school board with the proposed tax increment financing plan for the district and the
authority’s estimate of the fiscal and economic implications of the proposed tax
increment financing district. The authority must provide the proposed tax increment
financing plan and the information on the fiscal and economic implications of the plan
to the county auditor and the clerk of the school district board at least 30 days before
the public hearing required by subdivision 3. The information on the fiscal and
economic implications may be included in or as part of the tax increment financing
plan. The county auditor and clerk of the school board shall provide copies to the
members of the boards, as directed by their respective boards. The 30-day requirement
is waived if the boards of the county and school district submit written comments on
the proposal and any modification of the proposal to the authority after receipt of the
information.

(b) For purposes of this subdivision, “fiscal and economic implications of the
proposed tax increment financing district” includes:

(1) an estimate of the total amount of tax increment that will be generated over
the life of the district;
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(2) a description of the probable impact of the district on city-providéd services
such as police and fire protection, public infrastructure, and borrowing costs attribut-
able to the district;

(3) the estimated amount of tax increments over the life of the district that would
be attributable to school district levies, assuming the school district’s share of the total
local tax rate for all taxing jurisdictions remained the same;

(4) the estimated amount of tax increments over the life of the district that would
be attributable to county levies, assuming the county’s share of the:total local tax rate
for all taxing jurisdictions remained the same; and

(5) any additional information requested by the county or the school district that
would enable it to determine addmonal costs that will accrue to it due to the
development proposed for the dlstnct

[For text of subds 2a to 4 see M.S.2004]

Subd. 4a. Filing plan with state. (a) The authority must file a copy of the tax
increment financing plan and amendments to the plan with the commissioner of
revenue and the state auditor. The authority must also file a copy of the development
plan or the project plan for the pro;ect area with the commissioner of revenue and the
state auditor.

(b) Filing under this subd1v1s1on must be made within 60 days after the latest of:

(1) the filing of the request for certification of the district;

(2) approval of the plan by the municipality; or

(3) adoption of the plan by the authority. '

Subd. 5. Annual disclosure. An annual statement showing for each district the
information required to be reported under subdivision 6, paragraph (c), clauses (1), (2),
(3), (11), (12), (18), and (19); the amounts of tax increment received and expended in
the reporting perlod and any additional information the authorlty deems necessary
must be published in a newspaper of general circulation in the municipality that
approved the tax increment financing plan. The annual statement must inform readers
that additional information regarding each district may be obtained from the authority,
and must explain how the additional information may be requested. The authority must
publish the annual statement for a year no later than August 15 of the next year. The
authority must identify the newspaper of general circulation in the municipality to
which the annual statement has been or will-be submitted for publication and provide a
copy of the annual statement to the county board, the county auditor, the school board,
the state auditor, and, if the authority is other than the mun1c1pahty, the governing
body of the munlclpallty on or before August 1 of the year in which the statement must
be published.

" The disclosure requlrements imposed by this subdivision apply to districts certified
before, on, or after August 1, 1979. -

Subd. 6. Annual financial reporting. (2) The state auditor shall develop a umform
system of accounting and financial reporting for tax increment financing districts. The
system of accounting and financial reporting shall, as nearly as possible:

(1) provide for full disclosure of the sources and uses of public funds in the
district; :

(2) permit comparison and reconciliation with the affected local government’s
accounts and financial reports; '

(3) permit auditing of the funds expended on behalf of a district, including a single
district that is part of a multidistrict project or that is funded in part or whole through
the use of a development account funded with tax increments from other districts or
with other public money;

(4) be consistent with generally accepted accounting principles.

(b) The authority must annually submit to the state auditor a financial report in
compliance with paragraph (a). Copies of the report must also be provided to the
county auditor and to the governing body of the municipality, if the authority is not the
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municipality. To the extent necessary to permit compliance with the requirement of
financial reporting, the county and any other appropriate local government unit or
private entity must provide the necessary records or information to the authority or the
state auditor as provided by the system of accounting and financial reporting developed
pursuant to paragraph (a). The authority must submit the annual report for a year on
or before August 1 of the next year.

(c) The annual financial report must also include the following items:

(1) the original net tax capacity of the district and any subdistrict under section
469.177, subdivision 1;

(2) the net tax capacity for the reporting period of the district and any subdistrict;

(3) the captured net tax capacity of the district; '

(4) any fiscal disparity deduction from the captured net tax capacity under section
469.177, subdivision 3;

(5) the captured net tax capacity retained for tax increment financing under
section 469.177, subdivision 2, paragraph (a), clause (1);

(6) any captured net tax capacity distributed among affected taxing dlStrlCtS under
section 469.177, subdivision 2, paragraph (a), clause (2);

(7) the type of district;

(8) the date the municipality approved the tax increment financing plan and the
date of approval of any modification of the tax increment financing plan, the approval
of which requires notice, discussion, a public hearing, and findings under subdivision 4,
paragraph (a);

(9) the date the authority first requcsted certification of the original net tax
capacity of the district and the date of the requcst for certification regarding any parcel
added to the district;

(10) the date the county auditor first certified the original net tax capacity of the
district and the date of certlflcatlon of the original net tax capacity of any parcel added
to the district;

(11) the month and year in which the ‘authority has received or anticipates it will
receive the first incremerit from the district;

(12) the date the district must be decertified;

(13) for the reporting period and prior years of the dlstrlct the actual amount
received from, at least, the. following categories:

(i) tax increments paid by the captured net tax capacity retained for tax increment
financing under section 469 177, subdivision 2 paragraph (a), clause (1), but excluding
any excess taxes;

(i) tax increments that are interest or other investment earnmgs on or from tax
increments;

(iii) tax increments that are proceeds from the sale or lease of property, tangible
or intangible, purchased by the authority with tax increments;

(iv) tax increments that are repayments of loans or other advances made by the
authority with tax increments;

(v) bond or loan proceeds;

(vi) special assessments;

(vii) grants; : :

(viii) transfers from funds not exclus1vely assoc1ated w1th the district; and

(ix) the market value homestead credit pald to the. authorlty under section
273.1384;

(14) for the reporting perlod and for the prlor years of the district, the actual
amount expended for, at least, the following categories: :

(i) acquisition of land and buildings through condemnation or purchase;
(ii) site improvements or preparation costs;
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(i) installation of public utilities, parking facilities, streets, roads, sidewalks, or
other similar public improvements;

(iv) administrative costs, including the allocated cost of the authority;

(v) public park facilitics, facilities for social, recreational, or conference purposes,
or other similar public improvements; and

(vi) transfers to funds not exclusively associated with the district;

(15) the amount of any payments for activities and improvements located outside
of the district that are paid for or financed with tax increments;

(16) the amount of payments of principal and interest that are made during the
reporting period on any nondefeased:

(i) general obligation tax increment financing bonds;

(ii) other tax increment financing bonds; and

(iii) notes and pay-as-you-go contracts;

(17) the principal amount, at the end of the reporting period, of any nondefeased:

(i) general obligation tax increment financing bonds;

(ii) other tax increment financing bonds; and

(iif) notes and pay-as-you-go contracts;

(18) the amount of principal and interest payments that are due for the current
calendar year on any nondefeased:

(i) general obligation tax increment financing bonds;

(ii) other tax increment financing bonds; and

(iii) notes and pay-as-you-go contracts;

(19) if the fiscal disparities contribution under chapter 276A or 473F for the
district is computed under section 469.177, subdivision 3, paragraph (a), the amount of

increased property taxes imposed on other properties in the municipality that approved
the tax increment financing plan as a result of the fiscal disparities contribution;

(20) the estimate, if any, contained in the tax increment financing plan of the
amount of the cost of the project, including administrative expenses, that will be paid
or financed with tax increment; and

(21) any additional information the state auditor may require.

(d) The commissioner of revenue shall prescribe the method of calculating the
increased property taxes under paragraph (c), clause (19), and the form of the
statement disclosing this information on the annual statement under subdivision 5.

(e) The reporting requiréments imposed by this subdivision apply to dlStI‘lCtS
certified before, on, and after August 1, 1979.

[For text of subds 6b to 8, see M.5.2004]
History: 2005 ¢ 152 art 2 s 7-11

469.176 LIMITATIONS.
[For text of subd 1, see M.S.2004]
Subd. 1a. [Repealed, 2005 ¢ 152 art 2 s 31]
[For text of subds 1b to 1g, see M.S.2004]

Subd. 2. Excess increments. (a) The authority shall annually determine the amount
of excess increments for a district, if any. This determination must be based on the tax
increment financing plan in effect on December 31 of the year and the increments and
other revenues received as of December 31 of the year. The authority must spend or
return the excess increments under paragraph (c) within nine months after the end of
the year.

(b) For purposes of this subdivision, “excess increments” equals the excess of:
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(1) total increments collected from the district since its certification, reduced by
any excess increments paid under paragraph (c), clause (4), for a prior year, over

(2) the total costs authorized by the tax increment financing plan to be paid with
increments from the district, reduced, but not below zero, by the sum of:

(i) the amounts of those-authorized costs that have been paid from sources other
than tax increments from the district; -

(i) revenues, other than tax increments from the dlstrict that are dedicated for or
otherwise required to be used to pay those authorized costs and that the authority has
received and that are not included in item (i);

(iii) the amount of principal and interest obligations due on outstanding bonds
after December 31 of the year and not prepaid under paragraph (c) in a prior year; and

(iv) increased by the sum of the transfers of increments made under section
469.1763, subdivision 6, to reduce deficits in other districts made by December 31 of
the year.

(c) The authority shall use excess increment only. to. do one or more of the
followmg :

(1) prepay any outstanding bonds; : -

2 discharge the p]edge of tax increment for any outstdnding bonds;

(3) pay into an escrow account dedicated to the payment of any outstanding bonds;
or . . R .
" (4) return the excess amount to the county auditor who shall distribute the éxcess
amount to the crty or town, county, and school district in which the tax increment
financing -district is located .in direct proportion to their respective local tax rates.

(d) For purposes of a district for which the request for certification was made. prior
to August: 1, 1979, excess increments equal the amount of increments on hand-on
December 31, less the principal and interest obligations due on outstanding bonds or
advances, qualifymg under subdivision 1c, clauses (1), (2), and. (5) after December 31
of the year and not prepaid under paragraph (c).

(e) The county auditor must report to the commissioner of educatlon the amourit
of any excess tax increment distributed to a school district within 30 days of the
distribution. _

(f) For purposes of this subdivision, “outstanding bonds” means bonds which are
secured by increments from the district.

[For text of subds 3 to -4c, see M.S.2004]

Subd. 4d Housing districts, Revenue derived from tax increment from a hous1ng
district must be used solely to finance the cost of housing projects as defined in sections
469.174, subdivision 11, and 469.1761. The cost of public improvements directly related
to the housing projects and the allocated administrative expenses of the authority may
be mcluded in the cost of a housing project. -

[For text of subds 4e to 7 see M S. 2004]
Hlstory 2005 c 152 art 2s12,13 '

469 1761 INCOME REQUIREMENTS; HOUSING PROJECTS.

Subdivision 1. Requirement imposed. (a) In order for a tax 1ncrement f1nanc1ng
district to qualify as a housing district:

(1) the income limitations provided in this section must be satisfied; and

(2) no more than 20 percent of the square footage of buildings that receive
assistance from tax increments may consist of commercial, retail, or other nonresrden-
tial uses.

(b) The requirements imposed by this section apply to property receiving ‘assis-
tance financed with tax increments, including interest reduction, land transfers at less
than the authority’s cost. of acquisition, utility service or connections, roads, parking
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facilities, or other subsidies. The provisions of this section do not apply to districts
located in a targeted area as defined in section 462C.02, subdivision 9, clausec (e).

[For text of subd 2, see M.S.2004]

Subd. 3. Rental property. For residential rental property, the property must satrsfy
the income requirements for a qualified residential rental project as defined in section
142(d) of the Internal Revenue Code. The requirements of this subdivision apply for
the duration of the tax increment financing district. -

[For text of subd 4, see M.S.2004]
History: 2005 ¢ 152 art 2 s 14,15

469.1763 RESTRICTIONS ON POOLING; FIVE-YEAR LIMIT.
[For text of subd 1, see M.S.2004]

Subd. 2. Expenditures outside district. (a) For each tax increment financing
district, an amount equal to at least 75 percent of the total revenue derived from tax
increments paid by properties in the district must be expended on activities. in the
district or to pay bonds, to the extent that the proceeds of the bonds were used to
finance activities in the district or to pay, or secure payment of, debt service on credit
enhanced bonds. For districts, other than redevelopment districts for which the request
for certification was made after June 30, 1995, the in-district percentage for purposes of
the preceding sentence is 80 percent. Not more than 25 percent of the total revenue
derived from tax increments paid by propérties in the district may be expended,
through a development fund or otherwise, on activities outside of the district but within
the defined geographic area of the project except to pay, or secure payment of, debt
service on credit enhanced bonds. For districts, other than redevelopment districts for
which the request for certification was made after June 30, 1995, the pooling percent-
age for purposes of the preceding sentence is 20 percent. The revenue derived from tax
increments for the district that are expended on costs under section 469.176, subdivi-
sion 4h, paragraph (b), may be deducted first before calculating the percentages that
must be expended within and without the district.

(b) In the case of a housing district, a housing project, as defined in section
469.174, subdivision 11, is an activity in the district.

(c) All administrative expenses are for activities outside of the district, except that
if the only expenses for activities outside of the district under this subdivision are for
the purposes described in paragraph (d), admmlstratrve expenses will be considered as
expenditures for activities in the district.

(d) The authority may elect, in the tax increment financing plan for the district, to
increase by up to ten percentage points the permitted amount of expenditures for
activities located outside the geographic area of the district under paragraph (a). As
permitted by section 469.176, subdivision 4k, the expenditures, including the permitted
expenditures under paragraph (a), need not be made within the geographic area of the
project. Expenditures that meet the requirements of this paragraph are legally permit-
ted cxpenditures of the district, notwithstanding section 469.176, subdivisions 4b, 4c,
and 4j. To qualify for the increase under this paragraph, the expenditures must:

(1) be used exclusively to assist housing that meets the requirement for a qualified
low-income building, as that term is used in section 42 of the Internal Revenue Code;

(2) not exceed the qualified basis of the housing, as defined under section 42(c) of
the Internal Revenue Code, less the amount of any credit allowed under section 42 of
the Internal Revenue Code; and

(3) be used to:
(i) acquire and prepare the site of the housing;
(ii) acquire, construct, or rehabilitate the housing; or
(iii) make public improvements directly related to the housing.
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..(e) For a district.created within a biotechnology and health sciences industry zone
as defined in section 469:330, subdivision 6, tax increment derived from such a district
may: be.:expended outside of the district but within the zone only for expenditures
required for the constructron of pubhc 1nfrastructure necessary to support the activities
of the Zone, :

[For text of subds 3to 5, see M.S.2004]

* Subd. 6. Pooling permitted for deficits. (a) This subdivision applies only to districts
for which the request for certification was made before August 1, 2001, and without
regard to whether the request for certification was made prior to August 1, 1979.

(b). The municipality for the district may transfer available increments. from
another tax -increment financing district located in. the. municipality, if the transfer is
necessary to eliminate a deficit in the. district to which the increments are transferred.
A deficit in the district for purposes of this subdlvrsron means the lesser of. the
following two amounts: : :

(1)(i) the amount due during the calendar year to pay preexrstmg obhgatrons of
the district; minus

. (ii) the total increments collected-or to be collected from properties located w1th1n
the district that are available for the calendar year 1nclud1ng amounts collected in prior
years that are currently: available; plus

(iii) total increménts from properties located in other districts in the municipality
mcludmg amounts ‘collected in"prior years that are available to be used to meet the
district’s obligations under-this section, excluding this subdivision, or other provisions of
law (but excluding a special tax under section 469.1791 and- the ‘grant program under
Laws 1997, chapter 231 artrcle 1 sectron 19, or Laws 2001, First® Speclal Session
chapter 5); or

(2) the reduction in increments collected from propertles located in the district for
the calendar year as a result of the changes in class rates in Laws 1997, chapter 231,
article 1; Laws 1998, chapter 389, article 2; and Laws 1999, chapter 243, and Laws 2001,
First Specral Session chapter 5, or the el1m1natlon of the general educat1on tax levy
under Laws 2001, First Special Session chapter 5. -

' 'The duthority may compute the deficit amount under clause (1) only (w1thout
regard to the limit under clause (2)) if the authority makes an irrevocable commitment,
by resolution, to use increments from the’ district to which increments are to be
transferred and any transferred increments are only usedto pay preexisting obligations
and administrative expenses for the district that are rcqurred to be paid under section
469.176, subdivision 4h, paragraph (a).

(c) A preexisting obligation means:

(1) bonds issued and sold before August 1, 2001 or bonds issued pursuant to a
binding contract requiring, the issuance of bonds entered into before July 1, 2001, and
bonds issued to refund such bonds or to reimburse expenditures made in conjunction
with a signed contractual agreement entered into before .August 1, 2001, to the extent
that-the bonds are. secured by a pledge of increments from the tax increment financing
district; and -

(2) b1nd1ng contracts entered into before August 1, 2001, to the extent that the
contracts require payments secured by a pledge of increments. from the tax increment
fmancmg district.

(d) The municipality may requ1re a development authority, other than a seaway
port authority, to transfer- available increments including amounts collected in prior
years that.are currently available for any of its tax increment financing districts in the
municipality to make up an insufficiency in another district in the municipality,
regardless .of whether the district was established by the development authority or
another development authority. This authority applies notwithstanding any law to the
contrary;.but applies-only to a development authority that:

(1) was established by .the municipality; or
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(2) the governing body of which is appointed, in whole or part, by the municipality
or an officer of the municipality or which consists, in whole or part, of members of the
governing body of the municipality. The municipality may use this authority only after
it has first used all available increments of the receiving development authority to
eliminate the insufficiency and exercised any permitted action under section 469.1792,
subdivision 3, for preexisting districts of the receiving development authority to
eliminate the insufficiency.

(e) The authority under this subdivision to spend tax increments outside of the
area of the district from which the tax increments were collected:

(1) is an exception to the restrictions under section 469.176, subdivisions 4b, 4c, 4d,
4e, 4i, and 4j; the expenditure limits under section 469.176, subdivision 1c; and the
other provisions of this section; and the percentage restrictions under subdivision 2
must be calculated after deducting increments spent under this subdivision from the
total increments for the district; and

(2) applies notwithstanding the provisions of the Tax Increment Financing Act in

effect for districts for which the request for certification was made before June 30,
1982, or any other law to the contrary.
. (f) If a preexisting obligation requires the development authority to pay an amount
that is limited to the increment from the district or a specific development within the
district and if the obligation requires paying a higher amount to the extent that
increments are available, the municipality may determine that the amount due under
the preexisting obligation equals the higher amount and may authorize the transfer of
increments under this subdivision to pay up to the higher amount. The existence of a
guarantee of obligations by the individual or entity .that would receive the payment
under this paragraph is disregarded in the determination of eligibility to pool under this
subdivision. The authority to transfer increments under this paragraph may only be
used to the. extent that the payment of all other preexisting obligations in the
municipality due during the calendar year have been satisfied.

(g) For transfers of increments made in- calendar year 2005 and later, the
reduction in increments as a result of the elimination of the general education tax levy
for purposes of paragraph (b), clause (2), for a taxes payable year equals the general
education tax rate for the-school district under Minnesota Statutes 2000, section
273.1382, subdivision 1, for taxes payable in 2001, multiplied by the captured tax
capacity of the district for the current taxes payable year. '

History: 2005 ¢ 152 art 25 16,17 -
469.1766 [Repealed, 2005 c 152 art 2 s 31]

469.177 COMPUTATION OF TAX INCREMENT.

Subdivision 1. Original net: tax capacity. (a) Upon or after adoption of a tax
increment financing plan, the auditor of any county in which the district is situated
shall, upon request ‘of the authority, certify the original net tax capacity of the tax
increment financing district and that portion of the district ovetlying any subdistrict as
described in the tax increment financing plan and shall certify in' each year thereafter
the amount by which the original net tax capacity has increased or decreased as a result
of a change in tax exempt status of property within the district and any subdistrict,
reduction or enlargement of the district or changes pursuant to subdivision 4.

(b) If the classification under section 273.13 of property located-in a district
changes to a classification that has a different assessment ratio, the original net tax
capacity of that property must be redetermined at the time when its use is changed as if
the property had orlgma]ly been classified in the same class in which it is-classified after
its use is changed. :

(c) The amount to be added to the original net tax capacity of the district as'a
result of previously tax exempt real property within the district becoming taxable equals
the net tax capacity of the real property as most recently assessed pursuant to section
273.18 or, if that assessment was made more than one year prior to the date of title
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transfer rendering the property taxable, the net tax capacity assessed by the assessor at
the time.of the transfer. If improvements.are made to tax exempt property after
certification of the district and before the parcel becomes taxable, the assessor shall, at
the request of the authority, separately: assess the estimated market value of the
improvements. If the property becomes taxable, the county auditor shall add to original
net tax capacity, the net tax capacity of the parcel, excluding the separately assessed
improvements. If substantial taxable improvements were made to a parcel after
certification of the district and if the property later becomes tax exempt, in whole or
part, as a result of the authority acquiring the property through foreclosure or exercise
of remedies under a lease or. other revenue agreement or.as a result of tax forfeiture,
the amount to be added to the original net tax capacity of the district as a result of the
property again becoming taxable is the amount of the parcel’s value that was included
in original net tax capacrty ‘when the parcel was first certified. The amount to be added
to the original net tax capacity of the district as.a result of enlargements equals the, net
tax capacity of the added real property as most recently certified by the commissioner
of revenue as of the date of modification of the tax increment financing plan. pursuant
to section 469.175, subdivision 4.

(d) If the net tax capacity of a property increases because the property no longer
qualifies under the Minnesota Agricultural Property Tax Law, section 273.111; the
Minnesota Open Space Property Tax Law, section 273.112; or the Metropolitan
Agricultural Preserves Act, chapter 473H, or because platted, unimproved property is
improved or market value is increased after approval of the plat under section 273.11,
subdivision 14, 14a, or 14b, the increase in net tax capacity must be added to the
original net tax capacity.

(e) The amount to be subtracted from the original net tax capacity of the district
as a result of previously taxable real property within the district becoming tax exempt,
or a reduction in the geographic area of the district, shall be the amount of original net
tax capacity initially attributed to the property becoming tax exempt or being removed
from the district. If the net tax capacity of property located within the tax increment
financing district is reduced by reason of a court-ordered abatement, stipulation
agreement, voluntary abatement made by the assessor or auditor-or by order of .the
commissioner of revenue, the reduction shall be applied to the original net tax capacity
of the district when the property upon which the abatement is made has not been
improved since the date of certification of the district and to the captured net tax
capacity of the district in each year thereafter when the abatement relates to improve-
ments made after the date of certification. The county auditor may specify reasonable
form and content of the request for certification of the authority and any modification
thereof pursuant to section 469.175, subdivision 4. '

(f) If a parcel of property contained a substandard building that was demolished or
removed and if the authority elects to treat.the parcel as occupied by a substandard
building under section 469.174, subdivision, 10, paragraph (b), the auditor shall certify
the original net tax capacity of the parcel using the greater of (1) the current net tax
capacity of the parcel, or (2) the estimated market value of the parcel for the year in
which the building was demolished or removed, but applying the class rates for the
current year.,

(g) For a redevelopment district quallfymg under section 469.174, subd1v1sron 10,
paragraph (a), clause (4), as a qualified disaster area, the auditor shall certify the value
of the land as the original tax capacity for any parcel in the district that contains a
building that suffered substantial damage as a result of the disaster or emergency.

[For text of subds la to 8, see M.S.2004]

- Subd. 9. Distributions of excess taxes on captured net tax .capacity. (a) If the
amount of tax paid on captured net tax capacity exceeds the amount of tax increment,
the county -auditor shall distribute the excess to the municipality, county, and school
district as follows: each governmental unit’s share. of the excess equals

- (1).the total amount of the excess for the tax increment -financing dlstrlct
multiplied by
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(2) a fraction, the numerator of which is the current local tax rate of the
governmental unit less the governmental unit’s local tax rate for the year the original
local tax rate for the district was certified (in no case may this amount be less than
zero) and the denominator of which is the sum of the numerators for the municipality,
county, and school district.

If the entire increase in the local tax rate is attributable to a taxing district, other than
the municipality, county, or school district, then the excess must be distributed to the
municipality, county, and school district in proportion to their respective local tax rates.

(b) The amounts distributed shall be deducted in computing the levy limits of the
taxing district for the succeeding taxable year.

(c) In the case of distributions to a school district, the county auditor shall report
amounts distributed to the commissioner of education in the same manner as provided
for excess incrcments under section 469.176, subdivision 2, and the distribution shall be
deducted from the school district’s state aid payments and levy limitation according to
section 127A.49, subdivision 3.

[For text of subds 10 to 12, see M.5.2004]
History: 2005 ¢ 152 art 2 s 18; 1Sp2005 ¢ 5 art 1 s 45

469.1771 VIOLATIONS.
[For text of subds 1 to 4a, see M.S5.2004]

Subd. 5. Disposition of payments. If the authority does not have sufficient
increments or other available money to make a payment required by this section, the
municipality that approved the district must use any available money to make the
payment including the levying of property taxes. Money received by the county auditor
under this section must be distributed as excess increments under. section 469.176,
subdivision 2, paragraph (c), clause (4), except that if the county auditor receives the
payment after (1) 60 days from a municipality’s receipt of the state auditor’s notifica-
tion under subdivision 1, paragraph (c), of noncompliance requiring the payment, or
(2) the commencement of an action by the county attorney to compel the payment,
then no distributions may be made to the municipality that approved the tax increment
financing district.

 [For text of subds 6 and 7, see M.S.2004]
History: 2005 c 152 art 2s 19

469.178 TAX INCREMENT BONDING.

Subdivision 1. Generally. Notwithstanding any other law, no bonds, payment for
which tax increment is pledged, shall be issued in connection with any project for which
tax increment financing has been undertaken except as authorized in this section. The
proceeds from the bonds shall be used only in accordance with section 469.176,
subdivisions 4 to 4], as if the proceeds were tax increment, except that a tax increment
financing plan need not be adopted for any project for which tax increment financing
has been undertaken prior to August 1; 1979, pursuant to laws not requiring a tax
increment financing plan. The bonds are not included for purposes of computing the
net debt of any municipality. :

[For text of subds 2 to 6, see M.S5.2004]

Subd. 7. Interfund loans. The authority or municipality may advance or loan
money to finance expenditures under section 469.176, subdivision 4, from its general
fund or any other fund under which it has legal authority to do so. The loan or advance
must be authorized, by resolution of the governing body, before money is transferred,
advanced, or spent, whichever is earliest. The resolution may generally grant to the
authority the power to make interfund loans under one or more tax increment
financing plans or for one or more districts. The terms and conditions for repayment of
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the loan must be provided in writing and include, at a minimum, the principal amount,
the interest rate, and maximum term. The maximum rate of interest permitted to be
charged is limited to the greater of the rates specified under section 270C.40 or 549.09
as of the date or advance is made, unless the written agreement statcs that the
maximum interest rate will fluctnate as the interest rates specified under section
270C.40 or 549.09 are from time to time adjusted.

History: 2005 ¢ 151 art 2s 17; 2005 c 152 art 2 5 20

469.1813 ABATEMENT AUTHORITY.
[For text of subds 1 to 5, see M.S.2004]

Subd. 6. Duration limit. (a) A political subdivision may grant an abatement for a
period no longer than 15 years, except as provided under paragraph (b). The
subdivision may specify in the abatement resolution a shorter duration. If the resolution
does not specify a period of time, the abatement is for eight years. If an abatement has
been granted to a parcel of property and the period of the abatement has expired, the
political subdivision that granted the abatement may not grant another abatement for
eight years after the expiration of the first abatement. This prohibition does not apply
to improvements added after and not subject to the first abatement.

(b) A political subdivision proposing to abate taxes for a parcel may request, in
writing, that the other political subdivisions in which the parcel is located grant an
abatement for the property. If one of the other political subdivisions declines, in
writing, to grant an abatement or if 90 days pass after receipt of the request to grant an
abatement without a written response from one of the political subdivisions, the
duration limit for an abatement for the parcel by the requesting political subdivision
and any other participating political subdivision is increased to 20 years. If the political
subdivision which declined to grant an abatement later grants an abatement for the
parcel, the 20-year duration limit is reduced by one year for each year that the
declining political subdivision grants an abatement for the parcel during the period of
the abatement granted by the requesting political subdivision. The duration limit may
not be reduced below the limit under paragraph (a).

[For text of subds 6a to 9, see M.5.2004]
History: 2005 c 152 art 1 s 17

469.310 DEFINITIONS.
[For text of subds 1 to 10, see M.S. 2004]

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 quahfled 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 cconomic outlook for the industry the business will engage in;
(4) sales that will be generated from outside the state of Minnesota;

(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
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(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 phys1cally
present at the business’s zone location.

(g) A qualifying business must pay each employee compensation, including bene-
fits 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.

(h) A public utx}lty, as defined in section 300.111, is not a qualified business.
" [For text of subd 12, see M.S.2004]

Subd. 13. Relocation payroll percentage. “Relocation payroll percentage” is a
fraction, the numerator of which is the zone payroll of the business for the tax year
minus the payroll from the relocated operations in the last full year of operations prior
to the relocation, and the denominator of which is the zone payroll of the business for
the tax year. The relocation payroll percentage of a business that is not a relocating
business is 100 percent.

History: 1S5p2005 c 1 art 4 5 107; 1Sp2005 ¢ 3 art 75 12,13

469.316 INDIVIDUAL INCOME TAX EXEMPTION.

Subdivision 1. Application.”An individual, estate, or trust operating a trade or
business in a job opportunity building zone, and an 1nd1v1dua1 estate, or trust making a
qualifying investment in a qualified business operating in a job opportunity bu1ld1ng
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 trust is exempt from the taxes imposed
under chapter 290 on net rents derived from real or tangible personal property used by
a qualified business and located in a zone for a taxable year in.which the zone was
designated a job opportunity building zone. If tangible personal property was used both
within and outside of the zone by the qualified business, the exemption amount for the
net rental income must' be multiplied 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 the property is rented by the qualified business.
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Subd. 3. Business income. An individual, estate, or trust is exempt from the taxes
imposed under chapter 290 on net income from the operation 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 trust, the exemption must be apportioned based on the zone percentage and
the relocation payroll percentage for the taxable year. If the trade or business is carried
on 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 under section 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 flrst used
in the job opportunity building zone by the business.

Subd. 4. Capital gains. (a) An individual, estate, or trust is exempt from the taxes
imposed under chapter 290 on:

(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 based on
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 the real 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 prorated based 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 time the property 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 owner, in writing, the job opportunity bulldmg zone percentage
needed to determine the exemption.

History: 15p2005 c 3 art 7 s 14

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 operatlons within the 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 by its relocation payroll percentage and
subtracting the result in determining taxable income;
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(2) for purposes of the alternative minimum tax under section 290.0921, by
multiplying its alternative minimum taxable income by its zone percentage and by its
relocation payroll percentage and reducmg alternative minimum taxable income by this
amount; and

(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 corporation’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 durmg the duration of the
]ob opportunity building zone.

History: 1Sp2005c 3 art 75 15

469.319 REPAYMENT OF TAX BENEFITS.

Subdivision 1. Repayment obligation. A business must repay the amount of the
total tax reduction listed in section 469.315 and any refund under section 469.318 in
excess of tax liability, received during the two years immediately before it ceased to
operate in the zong, if the business:

(1) received tax reductions authorized by section 469.315; and

(2)(i) did not meet the goals specified in ah agreement entered into with the
applicant that states any obhgatlon the qualified business must fulfill in order to be
eligible for tax benefits. The commissioner of employment and economic development
may extend for up to one year the period for meeting any goals provided in an
agreement. The applicant may extend the period for meeting other goals by document-
ing in writing the reason for the extension and attaching a copy of the document to its
next annual report to the commissioner of employment and economic development; or

(ii) ccased to operate its facility located within the job opportunity building zone
or otherwise ceases to be or is not a qualified business..

[For text of subds 2 and 3, see M.S.2004]

Subd. 4. Repayment procedures. (a) For the repayment of taxes imposed under
chapter 290 or 297A or local taxes collected pursuant to section 297A.99, a business
must file an amended return with the commissioner of revenue and pay any taxes
required to be repaid within 30 days after ceasing to do business in the zone. The
amount required to be repaid is determined by calculating the tax for the period. or
periods for which repayment is required without regard to the exemptions and credits
allowed under section 469.315.

(b) For the repayment of taxes imposed under chapter 297B, a business must pay
any taxes required to be repaid to the motor vehicle registrar, as agent for the
commissioner of revenue, within 30 days after ceasing to do business in the zone.

(c) For the repayment of property taxes, the county auditor shall prepare a tax
statement for the business, applying the applicable tax extension rates for each payable
year and provide a copy to the business. The business must pay the taxes to the county
treasurer within 30 days after receipt of the tax statement. The taxpayer may appeal the
valuation and determination of the property tax to the Tax Court within 30 days after
receipt of the tax statement. '

(d) The provisions of chapters 270C and 289A relatrng to the commissioner’s
authority to audit, assess, and collect the tax and to hear appeals are applicable to the
repayment required under paragraphs (a) and (b). The commissioner may impose civil
penalties as provided in chapter 289A, and the additional tax and penalties are subject
to interest at the rate provided in section 270C.40, from 30 days after ceasing to do
business in the job opportunity building zone until the date the tax is pard L
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(e) If a property tax is not repaid under paragraph (c), the county treasurer shall
add the amount required to be repaid to the property taxes assessed against the
property for payment in the year following the year in which the treasurer discovers
that the business ceased to operate in the job opportunity building zone.

(f) For determining the tax required to be repaid, a tax reduction is deemed to
have been received on the date that the tax would have been due if the taxpayer had
not been entitled to the exemption or on the date a refund was issued for a refundable
tax credit.

(g) The commissioner may assess the repayment of taxes under paragraph (d) any
time within two years after the business ceases to operate in the job opportunity
building zone, or within any period of limitations for the assessment of tax under
section 289A.38, whichever period is later.

[For text of subd 5, see M.S.2004]

Subd. 6. Reconciliation. Where this section is inconsistent with section 116J.994,
subdivision 3, paragraph (e), or 6, or any other provisions of sections 116J.993 to
116J.995, this section prevails.

History: 2005 ¢ 151 art 2 s 1.7; 1Sp2005 clart4ds 108109
469.320 ZONE PERFORMANCE; REMEDIES.
[For text of subds 1 and 2, see M.S.2004]

Subd. 3. Remedies. If the commissioner determines, based on a report filed under
subdivision 1 or other available information, that a zone or subzone is failing to meet
its performance goals, the commissioner may take any actions the commissioner
determines appropriate, including modification of the boundaries of the zone or a
subzone or termination of the zone or a subzone. Before taking any action, the
commissioner shall consult with the applicant and the affected local government units,
including notifying them of the proposed actions to be taken. The applicant may appeal
the commissioner’s order under the contested case procedures of chapter 14.

[For text of subd 4, see M.S5.2004]
History: 15p2005c 1 art 45 110

469.3201 JOBZ EXPENDITURE LIMITATIONS; AUDITS.

The Tax Increment Financing, Investment and Finance Division of the Office of
the State Auditor must annually audit the creation and operation of all job opportunity
building zones and business subsidy agreements entered into under Minnesota Statutes,
sections 469.310 to 469.320.

History: 15p2005 ¢ 3 art 7 5 19 subd 2

INTERNATIONAL ECONOMIC DEVELOPMENT ZONE

469.321 DEFINITIONS.

Subdivision 1. Scope. For purposes of sections 469.321 to 469.328, the following
terms have the meanings given.

Subd. 2. Foreign trade zone. “Foreign trade zone” means a foreign trade zone
designated pursuant to United States Code, title 19, section 81a, for the right to use the
powers provided in United States Code, title 19, sections 81a to 81u, or a subzone
authorized by the foreign trade zone.

Subd. 3. Foreign trade zone authority. “Foreign trade zone authority” means the
Greater Metropolitan Forcign Trade Zone Commission number 119, a joint powers
authority created by the county of Hennepin, the cities of Minneapolis and Blooming-
ton, and the Metropolitan Airports Commission, under the authority of section
469.059, 469.101, or 471.59, and includes any other political subdivisions that enter into
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the authority after its creation, as well as the county in which the zone is ]ocated.
Notwithstanding section 471.59, the members of the authority are not required to have
separate authority to establish or operate a foreign trade zone.

Subd. 4. International economic development zone or zome. An “international
cconomic development zone” or “zone” is a zone so designated under section 469.322.

Subd. 5. Person. “Person” includes an individual, corporation, partnershlp, llmlted'
liability company, association, or any other entity.

Subd. 6. Qualified business. “Qualified business” means a person who has signed a
business subsidy agreement as required under sections 116J.993 to 116J.995 and
469.323, subdivision 4, carrying on a trade or business at a place of business located
within the international economic development zone that is:

(1)(i) engaged in the furtherance of international export or import of goods as a
freight forwarder; and (ii) certified by the foreign trade zone authority as a trade or
business that furthers the purpose of developing mternatlonal distribution capacity and
capability; or :

(2) the owner or operator of a regional distribution center.

Subd. 7. Regional distribution center. A “regional distribution center” is a
distribution center developed within a foreign trade zone. The regional distribution
center must have as its primary purpose, the facilitation of the gathering of freight for
the purpose of centralizing the functions necessary for the shipment of freight in
international commerce, including, but not limited to, security and customs functions.

Subd. 8. International economic development zone percentage or zone percentage.
“International economic development zone percentage” or “zone percentage” means
the following fraction reduced to a percentage: '

(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 the taxable year which is land, buildings, machinery and equipment, invento-
ries, and other tangible personal property that is a regional distribution center or is
used in the furtherance of the taxpayer’s freight forwarding operations over the
property factor numerator determined under section 290.191, plus

(ii) the ratio of the taxpayer’s international economic development zone payroll
factor under subdivision 9 over the payroll factor numerator determined under section
290.191; and

(2) the denominator of the fraction is two.

When calculating the zone percentage for a business that is part of a unitary
business as defined under section 290.17, subdivision 4, the denominator of the payroll
and property factors is the Minnesota payroll and property of the unitary business as
reported on the combined report under section 290.17, subdivision 4, paragraph (j).

Subd. 9. International economic development zone payroll factor or international
economic development zone payroll. “International economic development zone payroll
factor” or “international economic development zone payroll” is that portion of the
payroll factor under section 290.191 used to operate a regional distribution center, or
used in the furtherance of the taxpayer’s freight forwarding operations that represents:

(1) wages or salaries paid to an individual for services performed in the interna-
tional economic development zone; or

(2) wages or salaries paid to individuals working from offices within the interna-
tional economic development zone, if their employment requires them to work outside
the zone and the work is incidental to the work performed by the individual within the
zone. However, in no case does zone payroll include wages paid for work performed
outside the zone of an employee who performs more than ten percent of total services
for the employer outside the zone.
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Subd. 10. Freight forwarder. “Freight forwarder” is a business that, for compensa-
tion, ensures that goods produced or sold by another business move from point of
origin to point of destination.

History: 15p2005c 3 art 10s 13

469.3215 APPLICATION FOR DESIGNATION.

Subdivision 1. Who may apply. One or more local government units, or a joint
powers board under section 471.59, acting on behalf of two or more units, may apply
for designation of an area as an international economic development zone. All or part
of the area proposed for designation as a zone must be located within the boundaries
of each of the governmental units. A local government unit may not submit or have
submitted on its behalf more than one application for designation of an international
economic development zone.

Subd. 2. Application content. (a) The application must include:

(1) a resolution or ordinance adopted by each of the cities or towns and the
counties in which the zone is located, agreeing to provide all of the local tax
exemptions provided under section 469.315;

(2) an agreement by the applicant to treat incentives provided under the zone
designation as business subsidies urider sectlons ]16J 993 to 1161.995 and to comply
with the requirements of that law; and

(3) supporting evidence to allow the authority to evaluate the application.
(b) Applications must be submitted to the authority no later than December 31,

History: 1Sp2005 ¢ 3 art 10 s 14

469.322 DESIGNATION OF INTERNATIONAL ECONOMIC DEVELOPMENT
ZONE.

(a) An area designated as a foreign trade zone may be designated by the foreign
trade zone authority as an international economic development zone if within the zone
a regional distribution center is being developed pursuant to section 469.323. The zone
must consist of contiguous area of not less than 500 acres and not more than 1,000
acres. The designation authority under this section is limited to one zone.

(b) In making the designation, the foreign trade zone authority, in consultation
with the Minnesota Department of Transportation and the Metropolitan Council, shall
consider access to major transportation routes, consistency with current state transpor-
tation and air cargo planning, adequacy of the size of the site, access to airport
facilities, present and future capacity at the designated airport, the capability to meet
integrated present and future air cargo, security, and inspection services, and access to
other infrastructure and financial incentives. The border of the international economic
development zone must be no more than 60 miles distant or 90 minutes drive time
from the border of the Minneapolis-St. Paul International Airport.

(c) Final zone designation must be made by June 30, 2006.
(d) Duration of the zone is a 12-ycar period beginning on January 1, 2007.
History: 1Sp2005 ¢ 3 art 10 s 15

469.323 FOREIGN TRADE ZONE AUTHORITY POWERS.

Subdivision 1. Development of regional distribution center. The foreign trade zone
authority is responsible for creating and implementing a development plan for the
regional distribution center. The regional distribution center must be developed with
the purpose of expanding, on a regional basis, international distribution capacity and
capability. The foreign trade zone authority shall consult only with municipalities that
have indicated to the authority an interest in locating the international economic
development zone within their boundaries, as well as interested businesses, potentlal
financiers, and appropriate state and federal agencies.
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. Subd. 2. Business plan. Before designation of an international economic develop-
ment zone under section 469.322, the governing body of the foreign trade zone
authority shall prepare a business plan. The plan must include an analysis of the
cconomic feasibility of the regional distribution center once it becomes operational and
of the operations of freight forwarders and other businesses that choose to locate
within the boundaries of the zone. The analysis must provide profitability models that:

(1) include the benefits of the incentives; .
(2) estimate the amount of time needed to achieve profitability; and

(3) analyze the length of time incentives will be necessary to the economic viability
of the regional distribution center.

If the governing body of the foreign trade authority determines that the models do
not establish the economic feasibility of the project, the regional distribution center
does not meet the development requirements of this section and section '469.322.

Subd. 3. Port authority powers. The governing body of the foreign trade zone
authority may establish a port authority that has the same powers as a port authority
established under section 469.049. If the foreign trade zone authority establishes a port
authority, the governing body of the foreign trade zone authority may exercise all
powers granted to a-city by scctions 469.048 to 469.068 within the area of the
international economic development zone, except it may not impose or request
imposition of a property tax levy under section 469.053 by any city.

Subd. 4. Business subsidy law. Tax exemptions and job credits provided under this
section are business subsidies and the foreign trade zone authority is the local
government agency for the purpose of sectlons 116J.871 and 116J.993 to 116J.995.

History: 1Sp2005 ¢ 3 art 10 5 16

469.324 TAX INCENTIVES IN INTERNATIONAL ECONOMIC DEVELOPMENT
ZONE.

Subdivision 1. Availability. Qualified businesses that operate in an international
economic development zone, individuals who invest in a regional distribution center or
qualified businesses that operate in an international economic development zone, and
property located in an international economic development zone qualify for:

(1) exemption from individual income taxes as provided under section 469.325;
(2) exemption from corporate franchise taxes as provided under section 469.326;

(3) exemption from the state sales and use tax and any local sales and use taxes on
qualifying purchases as provided in section 297A.68, subdivision 41;

(4) exemption from the property tax as provided in section 272.02, subdivision 68
and

(5) the jobs credit allowed under section 469.327.
. History: 1Sp2005 ¢ 3 art 10 s 17

469.325 INDIVIDUAL INCOME TAX EXEMPTION.

Subdivision 1. Application. An individual, estate, or trust operating a trade or
business in the international economic development zone, and an individual making a
qualifying investment in a qualified business operating in the international economic
development 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 apphes
only to tax years beginning during the duration of the zone.

Subd. 2. Business income. An individual, estate, or trust is exempt from the taxes
imposed under chapter 290 on net income from the operation of a qualified business in
the international economic development zone. If the trade or business is carried on
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within and outside of the zone:and the individual is not a resident of Minnesota, the
exemption must be apportioned based on the zone percentage for the taxable year. If
the trade or business is carried on within or outside.of the zone and the individual is a
resident of Minnesota, the exemption must be apportioned based on the zone
percentage for the taxable year, except the ratios under section 469.321, subdivision 8,
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 international economic development zone
payroll and the adjusted basis of the property at the time that the property is first used
in the 1nternatrona1 economic development zone by the busmess

History: 1Sp2005 c3art10s18

NOTE: This section, as added by Laws 2005, First.SpeCial Session chapter 3, article 10, section 18, is effective for tax
years beginning after December 31, 2006. Laws 2005, First Special Session chapter 3, article 10, section 18, the effective date.

469.326 CORPORATE FRANCHISE TAX EXEMPTION. .
(@ A qualifie_d 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 internation-
al economic development 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 determmlng 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 property
and payroll in.the zone from the computations.of the fee or. by exempting the entrty
under section 290.0922, subdivision 2, clause (8). P

(b) No subtraction is allowed under. this section in excess of 20 percent of ‘the sum
of the-corporation’s international economic development zone payroll and the adjusted
basis of the zone property at the time that the property is first used in the rnternatronal
economic development zone by the- corporat1on c

(c) This section applies only to tax years beginning during the durati_on of the
international economic development zone.

History: 1Sp2005 c 3 art 10 s 19

-NOTE: This section, as added by Laws 2005, First Special .Session chapter 3, article 10, section 19, is effective for tax
years beginning after December 31, 2006. Laws 2005, First Special Session chapter 3, article 10, section 19, the cffective date.

469.327° JOBS CREDIT.

Subdivision 1. Credit allowed. A qual1f1ed business is allowed a credit agamst the
taxes imposed under chapter 290. The credit equals seven percent of the:

(1) lesser of:

(i) zone payroll for the taxable year, less the zone payroll for the base year; or

* (i) total Minnesota payroll for the taxable year, less total Minnesota payroll for
the base year; minus

- (2) $30,000 multiplied by the number of full-time equ1valent employees that the
qualified business employs in the international economic development zone for the
taxable year, minus the number of full-time equivalent employees the business em-
ployed in the zone in the base year, but not less than zero.

Subd 2. Definitions. (a) For purposes of this sectlon the follow1ng terms have the
meanings given.

(b) “Base year” means the taxable year begmnmg durmg the calendar year in
which the zone designation was made under section 469.322,- -paragraph (d).

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



MINNESOTA STATUTES 2005 SUPPLEMENT

469.327 ECONOMIC DEVELOPMENT 130

(c) “Full-time equivalent employees” means the equ1valent of annualized expected
hours of work equal to 2,080 hours.

(d) “Minnesota payroll” means the wages or salarles attributed to Minnesota
under section 290.191, subdivision 12, for the quahfled business or the unitary busmess
of which the qualified business is a part, whichever is greater.

(e) “Zone payroll” means wages or salaries used to determine the zone payroll
factor for the qualified business, less the amount of compensation attributable to any
employee that exceeds $70,000.

Subd. 3. Inflation adjustment. For taxable years beginning after December 31,
2006, the dollar amounts in subdivisions 1, clause (2); and 2, paragraph (e), are
annually adjusted for inflation. The commissioner of revenue shall adjust the amounts
by the percentage determined under section 290.06, subdivision 2d, for the taxable year.

Subd. 4. Refundable. If the amount of the credit exceeds the liability for tax under
chapter 290, the commissioner of revenue shall refund the excess to the qualified
business.

Subd. 5. Appropriation. An amount sufficient to pay the refunds authorized by this
section is appropriated to the commissioner of revenue from the general fund.

History: 1Sp2005 ¢ 3 art 10 s 20

NOTE: This scction, as added by Laws 2005, First Special Session chapter 3, article 10, section 20, is effective for tax
years beginning after December 31, 2006. Laws 2005, First Special Session chapter 3, article 1() section 20, the effective date.

469.328 REPAYMENT OF TAX BENEFITS

Subdivision 1. Repayment obligation. A person must repay the 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 ceased to
operate in the zone as a qualified business, if the person ceased to operate its facility
located within the zone, ceased to be in compliance with the terms of the business
subsidy agreement, or otherwise ceases to be or is not a qualified business.

Subd. 2. Disposition of repayment. The repayment must be paid to the state to the
extent it represents a state tax reduction and to the county to the extent it represents a
property tax reduction. Any amount repaid to the state must be deposited in the
general fund. Any amount repaid to the county for the property tax exemption must be
distributed to the local governments with authority to levy taxes in the zone in the same
manner provided for distribution of payment of delinquent property taxes. Any
repayment of local sales or use taxes must be repaid to the jurisdiction imposing the
local sales or use tax.

Subd. 3. Repayment procedures. (a) For the repayment of taxes imposed under
chapter 290 or 297A or local taxes collected pursuant to section 297A.99, a person
must file an amended return with the commissioner of revenue and pay any taxes
required to be repaid within 30 days after ceasing to be a qualified business. The
amount required to be repaid is determined by calculating the tax for the period for
which repayment is required without regard to the tax reductions and credits allowed
under section 469.324.

(b) For the repayment of property taxes, the county auditor shall prepare a tax
statement for the person, applying the applicable tax extension rates for each payable
year and provide a copy to the business. The person must pay the taxes to the county
treasurer within 30 days after receipt of the tax statement. The taxpayer may appeal the
valuation and determination of the property tax to the tax court within 30 days-after
receipt of the tax statement.

(c) The provisions of chapters 270C and 289A relating to the commissioner of
revenue’s authority to audit, assess, and collect the tax and to hear appeals are
applicable to the repayment required under paragraphs (a) and (b). The commissioner
may impose civil penalties as provided in chapter 289A, and the additional tax and
penalties are subject to interest at the rate provided in section 270C.40, from 30 days
after ceasing to do business in the zone until the date the tax is paid.
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(d) If a property tax is not repaid under paragraph (c),.the county treasurer shall
add .the amount required to be repaid to the property taxes assesséd against the
property for payment in the year following the year in which the treasurer -discovers
that the person ceased to operate in the international economic development zone.

(e) For determining the tax required to be repaid, a tax reduction is deemed to
have been received on the date that the tax would have been due if the person had not
been entitled to the tax reduction.

(f) The commissioner of revenue may assess the repayment of ta'r'res. under
paragraph (d) at any time within two years after the person ceases to be a qualified
business, or within any period of limitations for the assessment of tax under section
289A.38, whichever is later. . : :

Subd. 4. Waiver authorlty The commissioner of revenue may waive all or part of a
repayment, if, in consultation with the foreign trade zone authority and dppropriate
officials from the state and local government units, including the commissioner of
employment and economic development, determines that requiring repayment of the
tax is not.in the best interest of the state or local government and the business: ceased
operating as a result of circumstances beyond its. control, 1nclud1ng, but not limited to:

(1) a natural disaster; '+ :

(2) unforeseen industry trends; or

(3) loss of a major suppher or customer.

History: 2005 ¢ 151 art 1's 116; ISp2005 c3art10s 21

469.329 REPORTING REQUIREMENTS

(a) An applicant receiving designation of an international economic development
zone under section 469.322 must annually report to the commissioner of employment
and economic development on its progress in meeting the zone performance goals
under the business plan for the zone ‘and the applicant’s compliance with the business
subsrdy law under sections 116J.993 to 116J.995."

'(b) The commissioner must report on its Web site information on (1) the
estimated amount of the tax expenditures for the zone, (2) the business subsidy
agreements with qualified businesses in the zone, (3) the estimated number of new jobs
created in the zone and investment made, and (4).other information similar to :the
information that the commissioner reports on the job opportunrty building zone
program on the department’s Web site. L

. History: 15p2005 ¢ 3 art 105.22 .

NOTE: This scction, as added by Laws 2005, First Special Session chapter 3, article 10, section 22, is effective January 1,
2007. Laws 2005, First Special Session chapter 3, article 10, section 22, the effective date.

469.330 DEFINITIONS. ‘ .
[For text of subds 1 to 10, see- M.S.2004] .

Subd. 11. Qualified business. (a) “Qualified business” means a person carryrng on
a trade or business at a brotechnology and’ health sciences industry facﬂrty located
within a biotechnology and health sciences industry zone. A' person is a qualified
business only on those parcels of land for which it has entered-into. a business subsidy
agreement, as required under section 469.333, with -the approprrate local government
unit in which the parcels are located.

(b) A person that relocates a biotechnology and health sciences 1ndustry facrhty
from outside a biotechnology and health sciences 1ndustry zone 1nto a zone is not a
qualified business, unless the business:

(1)(i) increases full-time employment in the first full year of operatron within the
biotechnology and health sciences industry zone by at least 20 percent measured
relative to the operations that were relocated and maintains-the requrred level of
employment for each year the zone designation applies; or
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(ii) makes a capital investment in the property located within a zone equivalent to
ten percent of the gross revenues of operation that were relocated in the immediately
preceding taxable year; 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 469.336 to
the business under the procedures in section 469.340, if the requirements of clause (1)
are not met; and

(iii) contains any other terms the commissioner determines appropriate.
[For text of subd 12, see M.S.2004]
History: 18p2005 ¢ 1 art 45 111

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 zonc. This exemption is deter-
mined as follows:

(1) for purposes of the tax imposed under section 290.02, by multlplymg its taxable
net income by its zZone 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 zoné percentage and reducing
alternative minimum taxable income by this amount; and

(3) for purposes of the minimum fec under section 290.0922, by excluding zone
property and payroll from the computations of the fee. The quallfled business is
exempt from the minimum fee if all of its property is located in the zone and all of its
payroll is zone payroll.

(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
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.

History: 18p2005 ¢ 3 art 7 s 16
469.340 REPAYMENT OF TAX BENEFITS.

Subdivision 1. Repayment obligation. A business must repay the amount of the tax
reduction listed in section 469.336 and any refunds under sections 469.338 and 469.339
in excess of tax liability, received during the two years immediately before it ceased to
operate in the zone, if the business:

(1) received tax reductions authorized by section 469.336; and

(2)(i) did not meet the goals specified in an agreement entered into with the
applicant that states any obligation the qualified business must fulfill in order to be
eligible for tax benefits. The commissioner of employment and economic development
may extend for up to one year the period for meeting any goals provided in an
agreement. The applicant may extend the period for meeting-other goals by document-
ing in writing the reason for the extension and attaching a copy of the document to its
next annual report to the commissioner of employment and economic development; or

(i) ceased to operate its facility located within the biotechnology and health
sciences industry zone or otherwise ceases to be or is not a qualified business.
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[For text of subds 2 and 3, see M.S.2004]

Subd. 4. Repayment procedures. (a) For the repayment of taxes imposed under
chapter 290 or 297A or local taxes collected pursuant to section 297A.99, a business
must file an amended return with the commissioner of revenue and pay any taxes
required to be repaid within 30 days after ccasing to do business in the zone. The
amount required to be repaid is determined by calculating the tax for the period or
periods for which repayment is required without regard to the exemptions and credits
allowed under section 469.336.

(b) For the repayment of property taxes, the county auditor shall prepare a tax
statement for the business, applying the applicable tax extension ratcs for each payable
year and provide a copy to the business. The business must pay the taxes to the county
treasurer within 30 days after receipt of the tax statement. The taxpayer may appeal the
valuation and determination of the property tax to the Tax Court within 30 days after
receipt of the tax statement.

(c) The provisions of chapters 270C and 289A relatmg to the commissioner’s
authority to audit, assess, and collect the tax and to hear appeals are applicable to the
repayment required under paragraph (a). The commissioner may impose civil penalties
as provided in chapter 289A, and the. additional tax and penalties are subject to interest
at the rate provided in section 270C.40, from 30 days after ceasing to do business in the
biotechnology and health sciences industry zone until the date the tax is paid.

(d) If a property tax is not repaid under paragraph (b), the. county treasurer shall
add the amount required to be repaid to the property taxes assessed against the
property for payment in the year following the year in which the treasurer discovers
that the business ceased to operate in the biotechnology and health sciences industry
Zone. ,

(e) For determining the tax required to be repaid, a tax reduction is deemed to
have been received on the date that the tax would have been due if the taxpayer had
not been entitled to the exemption, or on the date a refund was issued for a refundable
credit.

(f) The commissioner may assess the repayment of taxes under paragraph (c) any
time within two years after the business ceases to operate in the biotechnology and
health sciences industry zone, or within any period of limitations for the assessment of
tax under section 289A.38, whichever period is later.

[For text of subd 5, see M.S.2004]
History: 2005 ¢ 151 art 25 17; 1Sp2005 c 1 art 4 s 112
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