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The House of Representatives convened at 2:00 p.m. and was‘
called to order by Fred C. Norton, Speaker of the House.

Prayer was offered by Father Tom Radaich, St. Alice Cathohc
Church, Pequot Lakes, Minnesota.

The roll was called and the following members were present:

Anderson; G.
Anderson, R.

Battaglia
Bauerly
Beard
Begich
Bennett
Bertram:
Bishop
Blatz

Boo
Brown
Burger
Carlson, D.
Carlson, L.
Carruthers
Clark
Clausnitzer
Cooper
Dauner
DeBlieck
Dempsey
Dille
Dorn
Forsythe
Frederick

Frerichs -
Greenfield
Gruenes
Gutknecht
Hartle
Haukoos
Heap
Himle
Hugoson
Jacobs -
Jaros
Jefferson
Jennings
Jensen

Johnson, A.
Johnson, R.
Johngon, V.
Kahn .

Kalis
Kelly
Eelso
Kinkel
Kludt
Enuth
Kostohryz
Krueger

Larsen
Lasley
Lieder
Long
Marsh
McDona]d
McEachern
McKasy
McLaughlin
- McPherson
Milbert
Miller
Minne
Morrison
Munger
Murphy
Nelson, C.
Nelson, D.-
Nelson, K,
Neuenschwander
O’Connor’
QOgren
Olsen, S.
Olson, E.
Olson, K.
Omann

A quorum was present.

Onnen
Orenstein
Qsthoff
Otis
Ozment
Pappas
Pauly
Pelowskl
ggtersoll;
ppenhagen
Price

Quist
Redalen
Reding .
Rest

Rice
Richter
Riveness
Rodosovich
Rose
Rukavina

Schoeni‘eld
Schreiber

Knickerbocker and Vellenga were excused.

Quinn was excused until 3:00 p.m.

e
¢
Shaver
Simoneau
Skoglund
Solberg
Sparby
Stanius
Steensma
Sviggum
Swenson
Thiede
Tjornhom
Tompkins
Trimble
Tunheim
Uphus
Valento
Vanasek -
Voss
Wagenius
Waltman
Welle
Wenzel
Winter
Wynia
Spk. Norton

The Chief Clerk proceeded to read the Journal of the preceding
day. Kelly moved that further readmg of the Journal be dispensed
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with and that the Journal be approved as corrected by the Chief
Clerk. The motion prevalled y

REPORTS OF CHIEF CLERK

Pursuant to Rules of the House, printed copies of H. F. Nos. 263,
828, 967, 1185, 1467, 1590, 88, 1002, 1392, 196, 226, 307, 403, 1274,
663, 85, 466 487 844 1561, 242 a:nd 945 have been placed in the
members files. ,

REPORTS OF STANDING COMMITTEES

Simoneau from the Committee on Governmental Operations to
which was referred:

H. E No. 21, A bill for an act relating to state employees;
permitting direct deposit of pay in financial institutions; amending

Minnesota Statutes 1986, section 16A.133, subdivision 1; repealing
Minnesota Statutes 1986, section 16A.133, subdivision 3.

Reported the same back with the following amendments:

Page 1, line 21, after “union” insert “or financial institution”

‘With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Appropriations.

The report was adopted.

McEachern from the Commlttee on Education to which was
referred:

H. F No. 259, A bill for an act relating to missing children;
requiring schools to develop policies on notifying parents whose
children are absent from school; requiring that certain documents be
provided to schools when new students enroll; proposing coding for
new law in Minnesota Statutes, chapter 123.

Reported the same back with the following amendments:

Pages 1 and 2, delete section 2 and insert:

“Sec. 2. [123.752] [DOCUMENTS REQUIRED FOR SCHOOL
ADMISSION; REPORTS; IMMUNITY.) _

At the time a pupil initially enrolls in apublic or nonpublic school,
the § person in ar e of admissions at tTle school shall request the
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parent or guardian to provide a copy of the pupil’s birth certificate
and to sign a form initiating the transfer of the pupil's education
records from the school the pupil most recenﬂy?ftenied. If copies of
these documents are not provided by the parent or the school most
recently attended within four weeks after the request 1s made to the
%arent or guardian, the person in char%% of the school must inform
the Tocal law enforcement agency that the required documents have
not been provided and that the pupil may be a missing child. The law
enforcement agency shall proceed according to section 299C.53,
subdivision 1. A person making a report to a law enforcement
agency under this section is immune from any civil or criminal
liability that might otherwise result from the person’s actions, if the
person is acting in good faith.” ‘

With the recommendation that when so amended the bill pass. 7

The report was adopted.

Kalis from the Committee on Transportation to which was re- -
ferred:

H. F No. 295, A bill for an act relating to traffic regulations;
repealing authorization of emergency speed limit by executive order;
repealing Minnesota Statutes 1986, section 169.141.

Reported the same back with the following amendments:
Page 1, after line 7, insert: |

“Section 1. Minnesota Statutes 1986, section 169.14, subdivision
2, is amended to read:

Subd. 2. [SPEED LIMITS.] Where no special hazard exists the
following speeds shall be lawful, but any speeds in excess of such
limits shall be prima facie evidence that the speed is not reasonable
or prudent and that it is unlawful; except that the speed limit within
any municipality shall be a maximum limit and any speed in excess
thereof shall be unlawful; :

(1) 30 miles per hour in an urban district;
(2) 65 miles per hour in other loeations during the daytime on

interstate highways outside urbanized areas with a population of
50,000 or more, as determined by the commissioner; :

(3)55 miles'per hour in suek sther locations duﬂ-ng the nighttime
other than those specified in clauses (1), (2), and (4); :

(4) ten miles per hour in alleys.
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“Paytime” means from o half hour before sunrise to a half hour
efter sunsel; except at any time when due te weather or other
eonditions there is not sufficient Lght to render elearly discernible
persens and vehieles at a distanee of 500 feet: “Nighttime” means at
any other hour or at any time when due to weather or other
eonditions there is not sullicient light b render elearly disecrnible
pefseﬁsaﬁdveh}e}es&t&dastaﬁeeef%@fée&- :

‘Sec. 2. Minnesota Statutes 1986, section 169.99, subdivision 1b is
amended to read:

Subd. 1b. The uniform traffic ticket must provide a blank or space
wherein an officer who issues a citation for a violation of section
169141 169.14, subdivigion 2, clause (3), must specify whether the
speed was g'reater than ten miles per_HiJur in excess of the speed
designated under in that seetion clause.

Sec. 3. Minnesota Statutes 1986, section 171.12, subdivision 6, is
~amended to read:

Subd. 6. [CERTAIN CONVICTIONS NOT RECORDED.] The
department shall not keep on the record of a driver any convietion
for a violation of section $89-143 169.14, subdivision 2, clause (3),
unless the violation consisted of a speed greater than fen miles per
hlour in excess of the lawful speed designated under in that section
clause.

Page 1, line 8, delete “Section 1.” and insert “Sec. 4.”
Delete the title and insert:

“A bill for an act relating to highway traffic regulations; autho-
rizing a 65 mile per hour speed limit on certain interstate highways;
specifying speeding violations which are not recorded on permanent
driving records; repealing authorization for designation of an emer-
gency speed limit; amending Minnesota Statutes 1986, sections
169.14, subdivision 2; 169.99, subdivision 1b; and 171.12, subdivi-
sion 6; repealing Minnesota Statutes 1986, section 169.141.”

With the recommendation that when so amended the bill pass and
be re-referred to the Committee onn Appropriations.

The report was adopted.

Kelly from the Committee on Judiciary to which was referred:

H. F. No. 384, A bill for an act relating to crimes; reclassifying the
crimes of damage to property into degrees, including creating a new
gross misdemeanor crime of damage to property; reclassifying the
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crimes relating to forgery into degrees, including creating the crime
of uttering a forged check; increasing the maximum fine for petty
misdemeanor violations; increasing the maximum bail allowable for
designated misdemeanor and gross misdemeanor violations; pre-
scribing penalties; amending Minnesota Statutes 1986, sections
609.02, subdivision 4a; 609.224, subdivision 2; 609.52, subdivision 3;
609. 595 609.625; 609.63; 629. 47 proposing codlng for new law in
Mlnnesota Statutes chapters 609 and 629

Reported the same back with the following amendments:
‘Delete everything after the enacting clause and insert:

- “Section 1. Minnesota Statutes 1986, section 171.07, subdivision
1a, is amended to read:

Subd. 1a. [PHOTOGRAPHIC NEGATIVES; FILING; DATA
CLASSIFICATION. ] The department shall file, or contract to file, all
photographic negatives obtained in the process of issuing driver
licenses or Minnesota identification cards. The negatives shall be
-private data pursuant to section 13.02, subdivision 12. Notwith-
standing section 13.04, subdivision 3, the department shall not be
required to provide coples of photographlc negatives to data subjects.
The use of the files is restricted to the issuance and control of driver
licenses and for law enforcement purposes in the investigation and
prosecution of felonies and violations of section 13, 169.09, 169.121,
162123, 169.129, 171.22, 171.24, 171.30, er 609.41, 41 609.487, subdi-
_V1510n 3, or 609.821.

Sec 2. Minnesota Statutes 1986, sectmn 487.25, subdivision 10, is
amended to read:

Subd. 10. [PROSECUTING ATTORNEYS] Except as 0therw1se
“provided by law, violations of state law that are petty misdemeanors
ormisdemeanors must be prosecuted by the attorney of the statutory
or home rule charter city where the violation is alleged to have
occurred. The statutory or home rule charter city may enter into an
agreement with the county board and the county attorney to provide
prosecution services for any criminal offense. All other petty misde-
meanors and misdemeanors must be prosecuted by the county
attorney of the county in which the alleged violation occurred. All
violations of a municipal ordinance, charter provision, rule, or
regulation must be prosecuted by the attorney for the governmental
unit that promulgated the municipal ordinance, charter provision,
rule, or regulation or by the county attorney with whom it has
contracted to prosecute these matters.

In the counties of Anoka, Carver, Dakota, Scott, and Washington,
violations of state law that are petty misdemeanors, misdemeanors,
or gross misdemeanors except as provided in section 388.051,
subdivision 2, must be prosecuted by the attorney of the statutory or
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~home rule charter city where the violation is alleged to have

occurred. In addition to those counties, in cities of the first and
second class, the city attorney resp0n51ble for prosecuting misde-
meanor violations of chapter 609 is responsible for prosecuting gross
misdemeanor violations of sections 609.52, 609.595, section 13, and
609.821. The statutory or home rule charter city may enter into an
agreement with the county board and the county attorney to provide
prosecution services for any criminal offense. All other petty misde-
meanors, misdemeanors, or gross misdemeanors must be prosecuted
by the county attorney of the county in which the alleged violation
occurred. All violations of a municipal ordinance, charter provision,
rule, or regulation must be prosecuted by the attorney for the
governmental unit that promulgated the municipal ordinance, char-
ter provision, rule, or regulation or by the county attorney with
whom it has contracted to prosecute these matters.

Sec. 3. Minnesota Statutes 1986 section 609.02, subdivision 4a, is
amended to read:

Subd. 4a. [PETTY MISDEMEANOR.] “Petty misdemeanor”
means a petty offense which is prohibited by statute, which does not
constitute a erime and for which a sentence of a fine of not more than
- $100 $200 may be imposed.

Sec. 4. [609.0331] [INCREASED MAXIMUM PENALTIES FOR
PETTY MISDEMEANORS ] :

Except as provided in this sectmn alaw o_f this state that provides,
on or after August 1, 1987, for a maximum penalty of $100 for a

petty misdemeancor is considered to provide for a maximum fine of
§200 However, a petty misdemeanor under section 152.15, subdivi-
sion 2, clause (5), or chapter 168 or 169 remains subject to a

maximum fine of $100, except that a violation of chapter 168 or 169
that was originally charged as a misdemeanor and is being treated. -
as a petty misdemeanor under section 6 or the rules of criminal

procedure is subject to a maximum fine of $200.

Sec. 5. [609, 0332] [INCREASED MAXIMUM PENALTY FOR
PETTY MISDEMEANOR ORDINANCE VIOLATIONS. j

Subdivision 1.- [INCREASED FINE] From August 1, 1987, if a

that a statutory or home rule charter city, town, county, or other

olitical subdivision may prescribe for an ordinance violation that is

defined as a petly misdemeanor, that law or charter is considered to
provide That the political subdivision has the power to prescribe a
maximum ﬁne of $200 for the petty misdemeanor violation.

Subd. 2. [EXCEPTION. ] Notwithstanding subdivision 1, no fine of
more than $100 may be 1mposed for a petty misdemeanor ordmance
violation which conformsin substantla parttoa Qettz misdemeanor
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provision contained in section 152.15, subdivision 2, clause (5), or
chapter 168 or 169.

Sec. 6. [609.131] [CERTIFICATION OF MISDEMEANOR AS
PETTY MISDEMEANOR.]

Subdivision 1. [GENERAL RULE.] Except as provided in subdl-
vision 2, an alleged misdemeanor violation must be treated as a
petty misdemeanor if the prosecutm% attorney believes that 1t is in

e

the interest of justice that the defendant not be imprisoned if
convicted and certifies that belief to the court at or before the time

of arralggmen or pretrial hearmg and the court a approves of the
certification motion. The defendant’s consent to to the certification is

not required. When an offense is certified as a pelly misdemeanor
under this section, the defendant’s eligibility for court-appointed
counsel must be eva]uated as though the offense were a misde-
meanor.

Subd. 2. [CERTAIN VIOQOLATIONS EXCEPTED] Subdivision-1
does not apply to a misdemeanor violation of section 169.121,
609.224, 609.324, subdivision 3, 609.52, or 617.23, or an ordlnance
that conforms in_substantial | part to any of those sections.
violation described in this subdivision must be treated as a misde-
meanor unless the defendant consents to the certification of the
violation as a petty misdemeanor. o

Subd 3. [USE OF CONVICTION FOR ENHANCEMENT.] Not-
Wlthstandlng any other law, a conviction for a violation that was
originally charged as a misdemeanor and was treated as a petty
misdemeanor under subdivision 1 or the rules of criminal procedure
may not be used as the basis for chargng a subsequent violation as

a g_'gos s misdemeanor rather than a misdemeanor.

Sec. 7. Minnesota Statutes 1986, sectlon 609. 224 subdivision 2 is
amended to read:

Subd. 2. [GROSS MISDEMEANOR.] (a) Whoever violates the
provisions of subdivision 1 against the same victim within five years
of a previous conviction under subdivision 1 or sections 609.221 to
609228 609.2231 may be sentenced to imprisonment for not more

than one year or to a payment of a fine of not more than $3,000, or
both.

{b) Whoever violates the provisions of subdivision 1 within two
ears of a previous conviction under subdivision 1 or sections
609.221 to 609.2231 may be sentenced to imprisonment for not more
than one year or to payment of a fine of not more than $3,000, or
both.

Sec. 8. Minnegota Statutes 1986, section 609.52, subdivision 1, is
amended to read:
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Subdivision 1. [DEFINITIONS.| In this section:

(1) “Property” means all forms of tangible property, whether real
or personal, without limitation including documents of value, elec-
tricity, gas, water, corpses, domestic animals, dogs, pets, fowl, and
heat supplied by pipe or conduit by municipalities or public utility
companies and articles, as defined in clause (4), representing trade
secrets, which articles shall be deemed for the purposes of Extra
Session Laws 1967, chapter 15 to include any trade secret repre-
sented by the article. :

(2) “Movable property” is 'property' whose physical location can be
changed, including w1thout limitation things growing on, affized to
or found in land :

(3) *Value” means the retail market value at the time of the theft,
or if the retail market value cannot be ascertained, the cost of
replacement of the property within a reasonable time after the theft,
or in the case of a theft or the making of a copy of an artlcle_
representing a trade secret, where the retail market value or
replacement cost cannot be ascertained, any reasonable value rep-
resenting the damage to the owner which the owner has suffered by
reason of losing an advantage over those who do not know of or use
the trade secret. For a theft committed within the meaning of
subdivision 2, clause (5), (a) and (b}, if the property has been restored
to the owner, “value” means the value of the use of the property or
the damage which it sustained, whichever is greater, whilé the
owner was deprived of its possession, but not exceeding the value
otherwise provided herein.

(4) “Article” means any object, material, device or substance,
including any writing, record, recordmg, drawmg, sample specimen,
prototype, model, photograph microorganism, blueprint or map, or
any copy of any of the foregoing.

(5) “Representing” means describing, depicting, containing, con-
stituting, reflecting or recording.

(6) “Trade secret” means information, including a formula, pat-
tern, compilation, program, device, method, technique, or process,
that:

(i) derives independent economic value, actual or potential, from
not being generally known to, and not being readily ascertainable by
proper means by, other persons who can obtain economic value from
its disclosure or use, and

(ii} is the subject of efforts that are reasonable under the c1rcum—
stances to malntaln its secrecy.
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(7) “Copy” means any facsimile, replica, photograph or other -
reproduction of an article, and any note, drawing or sketch made of
or from an article while in the presence of the article.

(8) “Property of another” includes property in which’the actor is
coowner or has a lien, pledge, bailment, or lease or other subordinate
interest, and propeity of a partnership of which the actor is a
member, unless the actor and the victim are husband and wife. It
does not include property in which the actor asserts in good faith a
claim as a collection -fee or commission out of property or funds
recovered, or by virtue of a lien, set- Off or counterclaiin.

(9) “Services” include but are not limited to labor, professional
services, transportation services, electronic computer services, the
supplying of hotel accommodations, restaurant services, entertain- .
ment services, advertising services, telecommunlcatlon services,
and the supplymg ‘of equipment for use. .

whetherk&ewnasaeredrte&f&e;edﬁpl&te—ehafgepl&é&e&uﬂesy
eard; bank services eard; banking card; cheek guarantee card; debit
enrd; oF by aty ether name; issued with or without fee by an issuer
for the use of the cardheolder in obtaining ei-'edit— money, goeds;
sewaee&eranyt—hmgelseefva—l—ue—

Sec. 9. Minnesota Statutes 1986, sectlon 609.52, subdivision 2, is
amended to read:

Subd. 2. [ACTS CONSTITUTING THEFT.1 Whoever does any of
the following commits theft and may be sentenced as provided in
subdivision 3:

(1) intentionally and without claim of right takes, uses, transfers,
conceals or retains possession of movable property of another with-
out the other’s consent and with intent to deprive the owmer
permanently of possession of the property; or

(2) having a legal interest in movable property, intentionally and
without consent, takes the property out of the possession of a .
pledgee or other person having a superior right of possession, with
intent thereby to deprive the pledgee or other person permanently of
the possession of the property; or. :

(3) obtaing for the actor or another the possession, custody or title
to property of or performance of services by a third person by
intentionally deceiving the third person with a false representation
which is known to be false, made with intent to defraud, and which
does defraud the person to whom it is made. “False representatmn
includes without limitation:
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-(a) the issuance of a check, draft, or order for the payment. of
money, except, a forged check as defined in section 13, or the delivery
of property knowing that the actor is not entiiled to draw upon the
drawee therefor or to order the payment or delivery thereof; or

(b) a promlse made w1th intent not to perform. Failure to perform
is not evidence of intent not to perform unless corroborated by other
substantial evidence; or

(c)theunauthem—zed&seefaﬁ&&ne&al&&ﬂsaemﬂe&rd—erthe
mwmber thereof; or other identification deviee issued by an ergani-
 zation to a person for use in purchasing goods or serviees on credit:

oF .

() the preparation or filing of a claim for reimbursement, a rate
application, or a cost report used to .establish a rate or claim for
payment for medical care provided to a recipient of medical assis-
tance under chapter 256B, which intentionally and falsely states the
costs of or actual services provided by a vendor of medical care; or

(4) by swindling, whether by artiﬁoe, trick, de\'rice; or any other
means, obtains property or services from another person; or

(5) intentionally commits any of the acts hsted in this subdivision
but with intent to exercise temporary control only and;

(a) the control exercised manlfests an indifference to the rights of
the owner or the restoration of the property to the owner; or

(b) the actor pledges or otherw1se attempts to subject the property
to an adverse claim; or

~{c) the actor intends to restore the property only on condition that
" the owner pay a reward or buy back or make other compensation; or -

(6) finds lost property and, knowing or having reasonable means of
ascertaining the true owner, appropriates it to the finder’s own use
or to that of another not entitled thereto without first having made
reasonable effort to find the owner and offer and surrender the
property to the owner; or .

(7) 1ntent10nally obtalns property or services, offered upon the
deposit of a sum of money or tokens in a coin or token operated
machine or other receptacle, without making the required deposit or
otherwise obtaining the consent of the owner; or

(8) intentionally and without claim of right converts any article
representing a trade secret, knowing it to be such, to the actor’s own
use or that of another person or makes a copy of an article
representing a trade secret, knowing it to be such, and intentionally
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and without claim of right converts the same to the actor’s own use
or that of another person. It shall be a complete defense to any
prosecution under this clause for the defendant to show that infor-
mation comprising the trade secret was rightfully known or avail-
able to the defendant from a source other than the owner of the trade
secret; or

(9) leases or rents personal property under a written instrument
and who with intent to place the property beyond the control of the
lessor coneeals or aids or abets the concealment of the property or
any part thereof, or any lessee of the property who sells, conveys or
encumbers the property or any part thereof without the written
consent of the lessor, without informing the person to whom the
lessee sells, conveys, or encumbers that the same is subject to such
lease and with intent to deprive the lessor of possession thereof,
Evidence that a lessee used a false or fictitious name or address in
obtaining the property or fails or refuses to return the property to
lessor within five days after written demand for the return has been
served personally in the manner provided for.service of process of a
civil action or sent by certified mail to the last known address of the
lessee, whichever shall occur later, shall be evidence of intent to
violate this clause. Service by certified mail shall be deemed to be
complete upon deposit in the United States mail of such demand,
postpaid and addressed to the person at the address for the person

_set-forth in the lease or rental agreement, or, in the absence of the
address, to the person’s last known place of residence; or

(10} alters, removes or obliterates numbers or symbols placed on
movable property for purpose of identification by the owner or
person who has legal custody or right to possession thereof with the
intent to prevent identification, if the person who alters, remeves or
obliterates the numbers or symbhols is not the owner and does not
have the permission of the owner to make the alteration, removal or

_obliteration; or

(11) with the intent to prevent the identification of property
involved, so as to deprive the rightful owner of possession thereof,
“alters or removes any permanent serial number, permanent distin-
guishing number or manufacturer’s identification number on per-
sonal property or possesses, sells or buys any personal property with
knowledge that the permanent serial number, permanent distin-
guishing number or manufacturer’s 1dent1ﬁcat10n number has been
removed or altered; or. '

' (12) intentionally deprives another of a lawful charge for cable
television service by S

(1) making or using or attemptingr to make or use an unauthorized
external connection outside the individual dwelling unit whether
physical, electrical, acoustical, inductive or other connection, or by
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(ii) attaching any unauthorized device to any cable, wire, micro-
wave, or other component of a licensed cable communications system
as defined in chapter 238. Nothing herein shall be construed to
prohibit the electronic video rerecording of program material trans-
mitted on the cable communications system by. a subscriber for fair
use as defined by Public Law Number 94-553, section_107;- or

(13) except as provided in paragraphs (12) and (14), obtains the
services of another with the intention of receiving those services
without making the agreed or reasonably expected payment of
. money or other consideration; or

(14) intentionally deprlves another of a lawful charge for teIecom-
munications service by:

{i) making, using, or attempting to make or use an unauthorized
connection whether physical, electrical, by wire, microwave, radio or
other means to a component of a local telecommumcatlon system as
provided in chapter 237; or ‘

(ii) attaching an unauthorized device to a cable, wire, microwave,
radio or other component of a local telecommumcatlon system as
pr0v1ded in chapter 237 '

The existence of an unauthorized connection is prima fac1e evi-
dence that the occupier of the premises:

(i) made or was aware of the connection; and
(i) was aware that the connection was unauthorized; or

_(15) with intent to defraud, diverts corporate propertjf other than
in accordance with general business purposes or for purposes other
than those specified in the corporation’s articles of incorporation; or

(16) with intent to defraud, authorizes or causes a corporatldn to
make a distribution in violation of section 302A 551, or any other
state law in conformity with it.

Sec 10. Minnesota Statutes 1986 sectlon 609.52, subdivision 3,18
amended to read:

Subd. 3. [SENTENCE.] Whoever commits theft may be sentenced
as follows

(1) To imprisonment for not more than ten years or to payment of
a fine of not more than $20,000, or both, if the value of the property
or services stolen exceeds $2,500, or if the property stolen was a
controlled substance listed in schedule 1-or 2 pursuant to section
152.02 with the exception of marijuana; or
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(2} To imprisonment for not more than five years or to payment of
a fine of not more than $10,000, or both, if:

“ (a) the value of the property or services stolen is more than $—259 '
$500 but not more than $2,500; or

{b) i the property .stolen was a controlled substance hsted in
gschedule 3, 4, or 5 pursuant to section 152.02; or ' : -

(c) the value of the reperty or services stolen is more than $200
but not more than $500 and the person has been convicted within
the preceding five years for an offense under this section, section 13,
or sections 609.24; 609.245; 609.53; 609532, subd1v1s10n 1,2 0r3;
609.625; 609.63; and 609. 821 or a statute from another . state m
conformity with any of those sections, and the person received a
felony or gross misdemeanor sentence for r the offense, or a sentence
that was stayed under section 609.135 if the offense to which a plea
was entered would allow imposition of a felony or " gross misde-
meanor sentence; or

(3) To imprisonment for not more than five years or to payment of
a fine of not more than $10,000, or both, notwithstanding the value
of the property or services stolen is not more than $250 $200, if any
of the followmg mrcumstances ex1st

(a) The property is taken from the person of another or from a
corpse, or grave or cofﬁn containing a corpse; or

{b) The property is a record of a court or officer, or a writing,
" instrument or record Kept, filed or deposited accordlng to law w1th or
in the keeping of any public officer or office; or

(¢) The property is taken from a bu'rning building- or upon its
removal therefrom, or from an area of destruction caused by civil
disaster, riot, bombing, or the proximity of battle; or

(d) The property c0n31sts of public funds belongmg to the state or
to any political subdivision or agency thereof; or ‘

{e) The property is a firearm; or

(4) To imprisonment for not more than ten years or to payment of
‘a fine of not more than $20,000, or both, if the property stolen is an
article representing a irade secret or 1f the property stolen is an
explosive or an 1ncendlary dev1ce or

B5)Toi mgrlsonment for fiot more than one year or to payment of
a fine of not more than $3,000, or both, if the value of the properiy
or services stolen is more than 3200 but not more than $500; or
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(6) In all other cases where the value of the property or services
stolen is $256 $200 or less, to imprisonment for not more than 90
days or to payment of a fine of not more than $700, or both, provided,
however, in any prosecution under clauses (1), (2), (3}, (4), and (13) of
subdivision 2 the value of the money or property or services received
by the defendant in violation of any one or more of the above
provisions within any six-month period may be aggregated and the
. defendant charged ‘accordingly in applying the provisions of this
*“subdivision; provided that when two or more offenses are committed
by the same person in two or more counties, the accused may be
prosecuted in any county in which one of the offenses was committed
for all of the Offenses aggregated under this paragraph.

A peace officer may lawfully arrest a person for a gross misde-
meanor violation of section 609.52 without a warrant upon probable
- causge, without regard to whether the violation was commitied in the
officer’s presence.

Sec. 11. Minnesota Statutes 1986, section 609.595, is amended to
read:

609.595 [DAMAGE TO PROPERTY]

Subdivision 1. [AGG—RM%TED CRIMINAL DAMAGE TO PROP-
ERTY IN THE FIRST DEGREE.] Whoever intentionally causes
damage to physical property of another without the latter’s consent
may be sentenced to imprisonment for not more than five years or to
payment of a fine of not more than $10,000, or both i

(1) The damage to the property caused a reasonably foreseeable -
risk. of bodily harm; or ‘

(2) The property damaged belongs to a public utility or a common
carrier and the damage impairs the service to the public rendered by
them; or -

{3) The damage reduces the value of the property by more than
$300 $500'1}ieasured by the cost of repair and replacement; or

{(4) The damage reduces the value of the property by more than
$250 measured by the cost of repair and replacement and the
defendant has been convicted within the preceding three years of an
offense under this subdivision or subdivision 2. .

In any prosecution under clause (3), the value of any property
damaged by the defendant in viclation of that clause within any
six-month period may be aggregated and the defendant charged
accordingly in applying the provisions of this section; prowded that
when two or more offenses are committed by the same person in two
or more countles the accused may be prosecuted in any county in
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which one of the offenses was comm:tted for all of the offenses
aggregated under this paragraph.

':f

Subd. 2. [CRIMINAL DAMAGE TO PROPERTY IN THE SEC-
OND DEGREE.] (a) Whoever intentionally se causes such damage
under any ethea= eireumstances i guilty of a m&sdemeaﬂee to
another person’s physical property without the other person’s con-
sent may be sentenced to imprisonment for not more than one year
or to payment of a fine of not more than $3,000, or both, if the
damage reduces the value of the property by more than $250 but not
more than $500 as measured by the cost of repair and replacement

(b)Ina _X prosecution under paragraph (a), the value of property
damaged by the defendant in violation of that clause within any
six-mont perlod may be aggzegated and the defendant. charged
accordingly in applying this section. When two or more offenses are
commltted hy the same person in two or more yre counties, the accused
may be prosecuted in any county in which one of the ‘offenses was

committed for all of the offenses aggregated under thls paragraph.

(¢} A peace oﬁicer may lawfully arrest a person for a violation of
this subdivision without a warrani upon probable cause, without
regard to whether the violation was committed in- the ofﬁcers

presence.

Subd. 3. [CRIMINAL DAMAGE TO PROPERTY IN THE THIRD
DEGREE.] Whoever intentionally causes damage described in sub-
divigion 2 under an any other c1rcumstances is guilty of a mlsdemeanor _

See. 12, Mlnnesota Statutes 1986, Sectlon 609.625, IS amended to
read:

609.625 [AGGRAVATED FORGERY]

Subdivision 1. [MAKING OR ALTERING WRITING OR OB-
JECT.] Whoever, with intent to defraud, falsely makes or alters a
writing or object of any of the following kinds so that it purports to
have been made by another or by the maker or alterer under an
assumed or fictitious name, or at another time, or with different
provisions, or by authority of one who did not give such authority, is
guilty of aggravated forgery and may be sentenced to imprisonment
for not more than ten years or to payment of a fine of ot more than
$20,000, or both:

(1) a writing or object whereby,” when genuine, legal rights,
privileges, or obligations are created, terminated, transferred, or
evidenced, or any writing normally relied upon as evidenece of debt or
property r1ghts other than a check as defined in section 13 or a

financial transaction card as deﬁned in section 609.821; or:
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(2} an official seal or the seal of a corporation; or

(3} a public record or an official authentication or certlﬁcatlon of
a copy thereof; or :

(4) an official return or certificate entitled to be recelved as
evidence of its contents; or ‘

(5) a court Order Judgment decree or process or
(6) the records or accounts of a pubhc body, office, or officer; or

(D the records or accounts of a bank or person, with whom funds
of the state or any of its agencies or subdivisions are deposited or
entrusted, relating to such funds; ex

Subd. 2. [IMEANS FOR FALSE REPRODUCTION.] Whoever,
with intent to defraud, makes, engraves, possesses or transfers a
plate or instrument for the false reproduction of a writing or object
mentioned in subdivision 1, a check as defined in section 13, or a
financial transaction card as defined 1 in section 609.821, may be
sentenced as provided in subdivision 1. -

Subd. 3. [UTTERING OR POSSESSING.] Whoever, with intent to
defraud, utters or possesses with intent to utter any forged writing
or ob_]ect mentioned in subdivision 1, not including a check as

“defined in section 13 or a financial transactlon card as defined in

section 609.821, knowing it to have been so forged, may be sentenced
as provided in subdivision 1.

Sec. 13. [609.631] [CHECK FORGERY OFFERING. A FORGED
CHECK.]

Subdivision 1. [DEFINITIONS.] (a) The definitions in this subdi-
vigion apply to this section.

(b) “Check” means a Check draft order of WIthdrawal or snnllar
negotiable or nonnegotiable instrument. -

* (¢) “Property” and “servmes ‘have the meanings given in section
609.52.

Subd. 2. [CHECK FORGERY; ELEMENTS.] A person who, with
intent to defraud, falsely makes or alters a check 8o that, it purport
to have been made by another or by the maker under an assumed or

ﬁctltlous name, or at another time, or with dlfferent prov1510ns or

&,
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- Subd. 3. [OFFERING A FORGED CHECK; ELEMENTS.] A
person who, with intent to defraud, offers, or possesses with intent to
offer, a forged check, whether or not it is accepted, is guilty of

offering a forged check and may be sentenced as provided in

subdivision 4. :

Subd. 4. [SENTENCING.] A person who is convicted under
subdivision 2 or 3 may be sentenced as follows:

(1} to imprisonment for not more than ten years or to payment of
a fine of not more than $20,000, or both, if the forged check or checks
are used to obtain or in an attempt to obtain, property or services of
more than $2,500 or the aggregate amount of the forged check or
checks is more than $2 500; -

(2).to imprisonment for not more than five years or to payment of

i
a fine of not more than $10,000, or both, if:

(a) the forged check or checks are used to obtain or in an attempt
to obtain, property or services of more than $200 but not more than
$2,500, or the aggregate face amount of the forged check or checks is
more than $200 but not more than $2,500; or

(b) the forged check or checks are used to obtain or in an attempt
" to obtain, property or services of no more than $200, or have an
aggregate face value of no more than $200, and the person has been
convicted within the preceding five years for an offense under this
section, sections 609.24; 609.245; 609.52; 609.53; 609.582, subdivi-
sion 1, 2, or 3; 609.625; 609.63; or 609.821, or a statute from another
state in conformity with any of those sections, and the person

received a felony or gross misdemeanor sentence for the offense, of a

sentence that was stayed under section 609.135 if the offense to -

which a plea was entered would allow imposition of a felony or gross

misdemeanor sentence; and

more than $3,000, or both, if the forged check or checks are used to
obtain or in an attempt to obtain, property or services of no more
than $200, or the aggregate face amount of the forged check or

checks is no more than $200. A ' )

(3) to im%risonment‘for not more than one year or to a fine of not

In any prosecution under this subdivision, the value of the checks
forged or offered by the defendant in violation of this subdivision
within any six-month period may be aggregated @ defendant
charged accordingly in applying the provisions of this section. When
two or more offenses are committed by the same person in two or
more counties, the accused may be prosecuted in any county in
which one of the checks was forged or offered for all of the offenses
aggregated under this paragraph. ~
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A peace officer may lawfully arrest a person for a gross misde-
meanor violation of this section without a warrant upon probable
cause, without regard to whether the violation was committed in the
officer’s presence. T

Sec. 14. Minnesota Statutes 1986, section 609.821, subdivision 1,
is amended to read: : : ,

Subdivision 1. [DEFINITIONS.] For the purposes of this sectioh,
the following terms have the meanings given them:

(a) “Financial transaction card” er “eard” has the meaning given
in seetion 609-52 means any instrument or device, whether known
as a credit card, credit plate, charge plate, courtesy card, bank
services card, banking card, check guarantee card, debit card, or by
any other name, issued with or without fee by an issuer for the use
of the cardholder in obtaining credit, money, goods, services, or
anything else of value, and includes the account or identification

number or symbol of a financial transaction card.

{b) “Cardholder” means a person in whose name a card is issued.

(c) “Issuer” means a person or firm, or a duly authorized agent,
that issues a financial transaction card.

(d) “Property” includes money, goods, services, or anything else of
value. '

Sée. 15. Minnesota Statutes 1986, section 609.821, subdivision 2,
is amended to read: - _

Subd. 2. [VIOLATIONS; PENALTIES.] A person who does any of
the following commits financial transaction card fraud: '

(1) without the consent of the cardholder, and knowing that the
cardholder has not given consent, uses or attempts to use a card to
obtain the property of another, :

(2) uses or attempts to use a card knowing it to be forged, false,
_ fictitious, or obtained in violation of clause (6); ‘

(3) sells or transfers a card knowing that the cardholder and issuer
have not authorized the person to whom the card is sold or trans-
ferred to use the card, or that the card is forged, false, fictitious, or
was obtained in violation of clause (6);

(4) without a legitimate business purpose, and without the con-
gent of the cardholders, receives or possesses, with intent to use, or
with intent to sell or transfer in violation of clause (3), two or more
cards issued in the name of another, or two or more cards knowing
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the cards to be forged, false, fictitious, or obtalned in violation of
clause (6);

(5) being authorized by an issuer to furnish money, goods, services,
or anything else of value, knowingly and with an intent to defraud .
the issuer or the cardholder

(i) furnishes money, goods, services, or anything else of value upon
presentation of a financial transaction card knowing it to be forged,
expired, or revoked, or knowing that it is presented by a person -
without authority to use the card; or -

(ii) represents in writing to the issuer that the person has
firnished money, goods, services, or anythmg else of value whlch
has not in fact been furmshed

(6) upon applying for a ﬁnanclal transactlon card to an 1ssuer
(i) knowmgly gives a false name or occupatlon or

(i) knowmgly and substantlally overvalues assets or substan-
tially undervalues indebtedness for the purpose of mducmg the
issuer to issue a financial transaction card; or

(7) with intent to defraud, falsely notifies the issuer or any other
person of a theft, loss, disappearance, or nonreceipt of a financial
transaction card; or

(8) without the consent of the cardholder and knowmg that the -
cardholder has not given consent, falsely alters, makes, or signs any
_written document pertaining to a card transaction to obtam or
attempt to obtain the property_T another.

Sec, 16 Minnesota Statutes 1986, sectmn 609.821, subdivision 3,
is amended to read: :

Subd. 3. [SENTENCE.] A person who commits financial transac-
tion card fraud may be sentenced as follows: ,

(1) for a wolatlon of clause (1), (2) ex, (5), or (8) of subdivision 2— n
the manner previded in seetion 609—58— SH-bd-l—V—lSien 3:

(§))] to mprlsonment for not more than ten years or to ayment of
a {ine of not more than $20,000, or both, if the value of the property
the person obtained or attempted_ o obtain was more than $2,500, or
the a ate amount of the transactions under this subdlwsmn was
more than $2,500; or -

(ii) to imprisonment for not more than five years or to ment of
a fine of not more than $10,000, or bo h, iT the value of_tlEe property
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the person obtained or attempted to obtain was more than $200 but
not more than $2,500, or the aggregate amount of the transactions
under this subdivision was more than $200 but not more than
$2,500; or ‘ ‘ .

(iii) to imprisonment for not more than five years or to payment of
a fine of not more than $10,000, or both, if the value of the property -
the person obtained or attempted to obtain was not more than $200,
or the aggregate amount of the transactions under this subdivision
was not more than $200, and the person has previously been
convicted within the preceding five years for an offense under this
section, sections 609.24; 609.245; 609.52; 609.53; 609.582, subdivi-
Csion 1, 2, or 3; 609.625; 609.63; or section 13, or a statute from
another state in conformity with any of those sections, and the
person received a felony or gross misdemeanor senience for the
‘offense, or a sentence that was stayed under section 609.135 if the
offense to which-a plea was entered would allow imposition of a
felony or gross misdemeanor sentence; or

(iv) to imprisohment for not more thai one year or to payment of
a fine of not more than $3,000, or both, if the value of the property .
the person obtained or attempted to obtain was not more than $200,
or the aggregate amount of the transactions under this subdivision

was not more than $200; and

(v) in any presecution under clauses (i) to (iv) of this subdivision,
the value of the transactions made or attempted within any six-
month period may be aggregated and the defendant charged accord-
ingly in applying the provisions of this section. When two or more

- offenses are’'committed by the same person i two or moere counties,

the accused may be prosecuted in any county in which one of the
card transactions occurred for all of the transactions aggregated
under thig paragraph; ' :

(2) for a violation of clause (3) or (4) of subdivision 2, to impris-
onment for not more than three years or to payment of a fine of niot
more than $5,000, or both; or :

3)for a v*iolation of clausé (6) or (7 ) of subdivision 2;:

a} (i) if no property, other than a financial transaction card, has
been obtained by the defendant by means of the false statement or
false report, to imprisonment for not more than 90 days one year or
to payment of a fine of not more than $300 $3,000, or both; or

b} (i1) if property, other than a financial transaction card, is so
obtained, in the manner provided in seetion 609:52; subdivision 3
clause (1) of this subdivision.

Sec. 17. Minnesota Statutes 1986, section 626A.05, subdivision 2,
is amended to read: : .
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Subd. 2. [OFFENSES FOR WHICH INTERCEPTION OF WIRE
OR ORAL COMMUNICATION MAY BE AUTHORIZED.] A war-
rant authorizing interception of wire or oral communications by -
investigative or law enforcement officers may only be issued when
the interception may provide evidence of the commission of gam-
bling or any criminal felony offense involving murder, manslaugh-
ter, aggravated assault, aggravated robbery, kidnapping, aggravated
rape, prostitution, bribery, perjury, escape from custody, theft, re-
ceiving stolen property, embezzlement, burglary, forgery, aggravated
forgery, check forgery, financial transaction card fraud, and offenses
relating to con'trollg% substances, or an attempt or conspiracy to -
commit any of these offenses, as punishable under sections 609.185,
609.19, 609.195, 609.20, 609.225, 609,245, 609.25, 609,291, 609.321
to 609.324, 609,42, 609.48, 609.485, subdivision 4, clause (1), 609.52,
609.53, 609. 54, 609 58, 609 625, 609 63, sectlon 13 609.76, 609.821, 821
609, 825 and chapter 152

Sec 18. Minnesota Statutes 1986 section 629 47, is amended to
read: )

629.47 [HEARING OR TRIAL ADJOURNED RECOGNIZANCE
- ALLOWED.]..

Subject to the right of the accused to a speedy trial as prescnbed- '
by the rules of criminal procedure; a court may adjourn a héaring or
trial from time to time, as the need arises and reconvene it at the
same or a different place in the county. During the adjournment, the
person being tried may be released in accordance with rule 6.02 of
the rules of criminal procedure. The masximum eash bail that may be
mqmed&rapefseﬁehwged'withamisdememisdeublethe

Sec. 19. [629.471] [MAXIMUM BAIL ON MISDEMEANORS
GROSS MISDEMEANORS.]

Subdivision 1. [DOUBLE THE FINE.] E t as rov1ded in -
subdivision 2, tie maximum cash bail that may & T reg wired for a
person cha od with a misdemeanor ¢ or gross misdemeanor offense 1s

double the %lghest cash fine that may be imposed for that offeuse

Subd. 2. [QUADRUPLE THE FINE.] For offenses under sections
169.09, 169.121,169.129, 518B.01, 609.2231 subdivision 2, 609.224,
609.487, and 60" 609. 525, the maximum cash bail that ma;?be requlred
for a person char ed with a misdemeanor or gross misdemeanor
v101a1§‘0n is quaarupie T_Inghest cash fine that may be imposed for
the offense.

Sec. 20. [(REVISOR'S INSTRUCTION. ]

* In the next and subsequent edltlons of Minnesota Statutes, the
revisor of statutes s all change laws that provide for a maximum
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fine of $100 as a penalty for a petty misdemeanor violation to
prowd e Tor a maximuim fine —f_$20 he change must be consistent
with sections 3 and 4. The maximum fines for a | ett misdemeanor
under section 152.15, subdivision 2, clause (5), an chapters 168 and

169, must remalﬂl{]o and must not be changed under this section.

Sec. 21 [EFFECTIVE DATE]

Sections 1to _12 are effective August 1 1987 and BE ¥ to crimes
- committed on or after that date.”

Delete the title and insert:

“A bill for an act relating to crimes; providing for prosecution of
certain gross misdemeanor violations; increasing the maximum fine
for petty misdemeanor violations; creating a gross misdemeanor
crime of damage to. property, ereating the crimes of check forgery
and offering a forged check; increasing the maximum bail for certain
misdemeanors and gross misdemeanors; prescribing penalties;
amending Minnesota Statutes 1986, sections 171.07, subdivision 1a;
487.25, subdivision 10; 609.02, subdivision 4a; 609,224, subdivision
2; 609.62, subdivisions 1, 2, and '3; 609. 595 609. 625 609.821,

, subdlwsmns 1, 2, and 3 626A 05, subd1v131011 2, and 629.47;

proposing codlng for new law in Mlnnesota Statutes chapters 609
and 629.”

With the recommendation that when so amended the bill pass.

The report was adopted. .

Greenfield from the Committee 6n Health and Human Services to
which was referred:

H. F No. 438, A bill for an act relating to human services;
authorizing the commissioner of human services to establish a study
committee on problems of elderly persons with mental. retardatlon
or related conditions. '

Reported the same back with the recommendation that the bill ~
~ pass and be re-referred to the Committee on Appropriations.

‘ The report was adop.ted.-

Greenfield from the Commlttee on Health and Human Services to
which was referred: :

'H. F. No. 516, A bill for an act relating to human services; creating
the office of ombudsman for mental health; defining terms; estab-.
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lishing the office of embudsman; providing for the powers and duties
of the ombudsman; creating the ombudsinan committee; creating
the mental health board; requiring reporting of abuse and neglect to
the ombudsman for mental health; amending Minnesota Statutes
1986, sections 13.66; 626.556, subdivision 10, and by adding a
subdivision; and 626.557, subdivision 11, and by adding a subdivi-
sion; proposing coding for new law in Minnesota Statutes, chapter
245. T : :

Reported the same back with the following amendments:
Délete everything after the ehacting clause and insert:

“Section 1. Minnesota Statutes 1986 sectlon 13.46, subdivision 1,
is amended to read: .

Subdivision 1. [DEFINITIONS.] As used in this section:

(a) “Individual” means an 1nd1v1dual pursuant to section 13.02,
subdivision 8, but does not include a vendor of services. . "

(b) “Program” includes all programs for which authority is vested
in a component of the welfare systemn pursuant to statute or federal
law.,

(c) “Welfare system” 1nc1udes the department of human services,
county welfare boards, county ‘welfare ageneies, human services
boards, community mental health center boards; state hospitals,
state nursing homes, the ombudsman for mental health and mental
retardation, and persons, agencies, institutions, orgamzatlons, and
other entltles under contract to any of the above agencies to the
extent specified in the contract.

(d) “Mental health dats” means data on individual clients and
patients of community mental health centers, established under -
section 245.62, er mental health divisions of ecounties and other
providers under contract to deliver mental health services, or the
ombudsman for mental health and mental retardation. =~

Sec. 2. [245:91] [DEFINITIONS.]

Subdlvlslon 1. [APPLICABILITY.] For the purposes of sections 2
to 8, the following terms have the meanings given them.

Subd. 2. [MENTAL HEALTH OR MENTAL RETARDATION
AGENCY] “Mental health or mental retardation agency” or
“agency” means the divisions, officials, or employees of the state
departments of human services and health that are engaged in

monitoring, Erov1d1ng or I glatmg services to mental health or
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mental retardatlon clients. It does not 1nclude a political subdivision
of the state. . ‘

Subd 3. IMENTAL HEALTH:  OR MENTAL RETARDATION
CLIENT.] “Mental health or mental retardation client” or “client”
means a patient, resident, or other person served by a mental health
or mental retardafion agency or facility, who is receiving residential
treatment for mental 1llness, mental retardation, chemical depen-
dency, or emotional disturbance.

Subd. 4. [MENTAL HEALTH OR MENTAL RETARDATTION
-FACILITY'] “Mental health or mental retardation facﬂlty” or “facil-
ity” means a regional center operated by the commissioner of human
services, a residential facility as defined in section 245. 782, subdi-
vision 6, that is required to be Ticensed by the commissioner of
human services, and an acute caré inpatient facility, that provides
treatment, for mental “illness, mental retardatlon chemical depen-
dency, or emotional disturbance.

Subd. 5. [REGIONAL CENTER] “Regional center” means' a
regional center as defined in section 253B.02, subd1v1510n 18.

Sec. 3 [245.92] [OFFICE OF OMBUDSMAN; CREATION;
" QUALIFICATIONS; FUNCTION.]

The ombudsman for mental health and mental retardation shall
promote the highest attainable standards of treatment, competence,
"efficiency, and justice for people recélving care or treatment for
mental 1llness; mental retardation, chemical dependency, or emo-
tional disturbance. The ombudsman may gather mformation about
decisions, acts, and other matiers of an agency or facility. The
ombudsman serves at the pleasure of the governor in the unclassi-
fied service and is ‘accountable to the governor. The ombudsman
must be selected without regard to political affiliaiion and must be
a person who has knowledge and experience concerning the treat-
ment, needs, and rights of mental health and mental retardation
chents and who is highly competent and qualified. No person may
sérve as ombudsman while holdmg another public office.

Sec. 4. [245.93] [ORGANIZATION OF OFFICE OF OMBUDS-
MAN.]

Subdivigion 1. [STAFE] The ombudsman may appomt a deputy
and a confidential secretary in the unclassified service and may

appoint other employees as authorized by the Tegislature. The
ombudsman and the full-time staff are members of the Minnesota
state retlrement association.

- Subd. 2. [ADVOCACY.] The fuhctmn of mental health and mental
retardation client advoeacy in the department of human services is
transferred to the office of ombudsman according to section 15.039.
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The ombudsman shall maintain at Jeast one client advocate in each
regional center. '

Subd. 3. [DELEGATION.] The ombudsman may delegate to mem-
bers of the staff any authority or duties of the office except the duty

of formally making recommendations to an agency or facility or
reports to the governor or the legislature.

Sec. 5. (245.94] [POWERS OF OMBUDSMAN; REVIEWS AND
EVALUATIONS; RECOMMENDATIONS.]

Subdivision 1. [POWERS.] (a} The ombudsman may prescribe the
methods by which complaints to the office are to be made, reviewed,

and acted upon. The ombudsman may not levy a complaint fee.

(b} The ombudsman may mediate or advocate on behalf of a client.

(c) At the request of a client, or upon receiving a complaint or
other information affording reasonable grounds to believe thati the
rights of a client who is not capable of requesting assistance have
been adversely affected, the ombudsman may gather information
about and analyze, on behalf of the client, the actions of an agency

or faeility.

{d) The ombudsman may examine, on behalf of a client, records of
an agency or facility to which the elient is entitled to access if the
records relate to a matter that is within the scope of the
ombudsman’s authority. If the records are private and confidential
and the client is capable of providing consent, the ombudsman shall
first obtain the client’s consent.

(e) The ombudsman may, at reasonable times in the course of
conducting a review, enter and view premises within the control of
an agency or facility. . :

(f) The ombudsman may attend department of human services
review board and special review board proceedings; proceedings
regarding the transfer of patients or residents, as defined in section
246.50, subdivisions 4 and 4a, between institutions operated by the

- department of human services; and, subject to the consent of the

aftected patient or resident, other proceedings affecting the rights of
residents or patients. ' -

(g) To avoid duplication and preserve evidénce, the ombudsman
shall inform relevant licensing or regulatory officials before under-
taking a review of an action of the facility. '

which any other remedy or right is provided.

(h) Sections 2 to 8 are in addition to other provisions of law under
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Subd. 2. [MATTERS APPROPRIATE FOR REVIEW] (a) In se-
lecting matters for review by the office, the ombudsman shall give
particular atiention to unusual deaths or injuries of a client served
by an agency or facility, or actions of an agency or facility that:

1) may be contrary to law or rule;

(2) may be unreasonable, unfair, oppresswe or inconsistent with a
policy or order of an agency or fac111ty,

(3) may be mistaken in law or arbltrag[ in the ascertainment of
facts T -

{(4) m unclear or nadeguatel explained, when reasons
Should E ave been revealed; '

{(5) may result in abuse or neglect of a person receiving treatment;
or

(6) may disregard the rights of a client or other individual served
by an agency or facility.

(b) The ombudsman shall, in selectlrLg matters for review and in
the course of the review, avo‘?f duplicating other investigations or
regulatory efforts.

Subd. 3. [COMPLAINTS] The ombudsman may receive a com-
plaint from any source concerning an action of an agency or facility.
After completing a review, the ombudsman shall inform the com-
plainant and the agency or facility. No client may be punished nor
may the general condition of the client’s treatment be unfavorably
altered as a resuli of a complaint by the client or by another person
on the client’s behalf.

Subd. 4. IRECOMMENDATIONS TO AGENCY.] (a) If, after re-
viewing a complaint and considering the response of an agency or
facility and any other pertinent material, the ombudsman deter-
mines that the complaint has merit, the ombudsman may recem-
mend that the agency or facility:

(1) consider the matter further;

(2) modify or cancel its actions;

(3) alter a rule, order, or internal p_olicz-

(5) take any other action the ombudsman recommends to the
agency or facility involved.
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(b} At the ombudsman’s request, the g%ency or facility shall,
within a reasonable time, inform the ombudsman about the action
taken on the recommendation or the reasons for not complying with
it. o '

Sec. 6. [245.95] [RECOMMENDATIONS AND REPORTS TO
GOVERNOR.] :

Subdivision 1. [SPECIFIC REPORTS.] The ombudsman may send
conclusions and suggestions concerning any matter reviewed to the

overnor, Before making public a conc]ﬁ%on or recommendation
that expressly or implicitly criticizes an agency or facility or any
person, the ombudsman shall consult with the governor and the
agency, facility, or person concerning the conclusion or recommen-
dation. When sending a conclusion or re(l:ommendatiOn to the
governor that is adverse to an agency or facility or any person, the
ombudsman shall include any statement of reasonable length made
by that agency, facility, or person in defense or mitigation of the

oncl :

office’s conclusion or recommendation.

Subd. 2. [GENERAL REPORTS.] In addition to whatever conclu-
sions or recommendations the ombudsman may make to the gover-
nor on an ad hoc basis, the ombudsman shall at the end of each year
report to the governor concerning the exercise of the ombudsman’s
functions during the preceding year. ' '

Sec. 7. [245.96] [CIVIL ACTIONS ]

The ombudsman and the ombudsman’s designated representa-
tives are not civilly liable for any action taken under sections 2 to 8
if the action was taken in good faith, was within the scope of the
ombudsman’s authority, and did not constitute willful or reckless
misconduct. ‘ '

Sec. 8. [245.97] [OMBUDSMAN COMMITTEE ]

Subdivision 1. [MEMBERSHIP] The ombudsman committee con-
sists of 15 members appointed by the governor to three-year terms.
Members shall be appointed on the basis of their knowledge of and
interest in the health and human services system subject to the.
ombudsman’s authority. In making the appointments, the governor
shall try to ensure that the overall membership of the committee
adequately reflects the agencies, facilities, and programs within the
ombudsman’s authority and that members Include consumer repre-
sentatives, including clients, former clients, and relatives of present

or former clients; representatives of advocacy organizations for
clients and other individuals served by an agency or %aci[itg; human

services and health care professionals, including specialists in
psychiatry, Eszcholog%, internal medicine, and forensic pathology; -
and other providers of services to mental health or mental retarda-
tion clients or other individuals served by an agency or lacility.
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Subd. 2. [COMPENSATION; CHAIR.] Members do not receive
compensation, but are entitled to receive réimbursement for reason-
able and necessary expenses incurred. The governor shall designate
one member of the committee to serve as its chair at the pleasure of
the governor.

Subd. 3. IMEETINGS.] The committee shall meet at least four

times a year at the request of ifs chair or the ombudsman.

Subd. 4. [DUTIES.] The committee shall advise and assist the
ombudsman in selecting matters for attention; developing policies,
plans, and programs to carry out the ombudsman’s functions and

owers; and making reports and recommendations for changes
ge

signed to improve standards of competence, efficiency, Justice, and
rotection o_f rights. The committee shall function as an advisory
boaz .

Subd. 5. [MEDICAL REVIEW SUBCOMMITTEE.] At least five
members of the committee, including at least three physicians, one
of whom is a psychiatrist, must be designated by the governor to
serve as a medical review subcomrnittee. Terms of service, vacancies,
and compensation are governed by subdivision 2. The governor shall
designate one of the members to serve as chair of the subcommittee.
The medical review subcommittee may: '

(1) make a preliminary determination of whether the death of a
client that has been brought to its attention is unusual or reason-
ably appears to have resulted from causes other than natural causes
and warrants investigation;

-(2) review the causes of and circumstances surrounding the death;

(3) request the county coroner or medical examiner to conduct an
autopsy,

(4) assist an agency in its investigations of unusual deaths and
deaths from causes other than natural causes; and

(5) submit a report regarding the-death of a client to the commit-
tee, the ombudsman, the clienf’s next-of-kin, and the facility where
Edeath occurred and, where achroETlate, make recommendations
to prevent recurrence of similar deaths to the head of each affected
agency or facility. ' : ‘

Subd. 6. [TERMS, COMPENSATION, AND REMOVAL.] The
membership terms, compensation, and removal of members of the
committee and the filling of membership vacancies are governed by
section 15.0575. . :
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Sec. 9. Minnesota Statutes 1986, section 626. 556 subdlvmlon 9, 1s.
amended to read:

- Subd. 9. [MANDATORY REPORTING TO A MEDICAL EXA—M—
INER OR CORONER.] When a person required to report under the
provisions of subdivision 3 knows or has reason to believe.a child has
died as. a result of neglect or physical or sexual abuse, the person
shall report that information to the appropriate medical examiner or
coroner instead of the local welfare agency, police department or
‘county sheriff. Medical examiners or coroners shall notify the local
welfare agency or police department or county sheriff in instances in
which they believe that the child has died as a result of neglect or
physical or sexual abuse. The medical examiner or coronér shall
complete an investigation as soon as feasible and report the findings
to the police department or county sheriff and the local welfare
agency. If the child was receiving residential treatment for mental
illness, mental retardation, chemical dependency, or "emotional -
, 1stur5ance from a mental Health or mental retardation agency-or
facility as defined insection 2, the medical examiner or coroner s%all
also nofify and report ﬁndlng_ to the oTudsman for n mental health
T mental [ retardation.

Sec. 10. anesota Statutes 1986 SeCtIOH 626.556, subd1v151on 10,
is amended to read L
o Subd 10. [DUTIES OF LOCAL WELFARE AGENCY AND LO-
CAL LAW ENFORCEMENT AGENCY UPON RECEIPT OF A
REPORT.] (a) If the report alleges neglect, physical abuse, or sexual.
abuse by a parent, guardian, or individual funictioning w1th1n the
family unit as a person responsible for the-child’s care, the local
welfare agency shall immediately conduct an assessment and offer
protective social services for purposes of preventing further abuses,
safeguarding and enhancing the -welfare of the abused or neglected
minor, and preserving family life whenever possiblé. When neces-
“sary the local welfare agency shall seek authority to remove the
-child from the custody of a parent, guardian or adult with whom the
child is living. In performirig any of these duties, the loeal welfare.
. agency shall maintain’ approprlate records. :

(b) When a local agencz receives a report or otherwise has
information 1ndlcat1n_g that a child who Is a mental health or mental
retardation client, as defined in section 2, has been the subject of
physical abuse or neglect at a mental health or mental r retardation

ency or facility, as defined in section 2, it shall, in addition to its
ot%er dutles under this section, 1mmedTately 1nform the omlesman ‘
for mental health :i_d_ ental retardatlon

(c) Authorlty of the local welfare agency resp0n51ble for assessmg
. the e child abuse report and of the local law enforcement agency for
. investigating the alleged abuse includes, but is not limited to,-
authority to interview, without parental consent the alleged victim
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and any other minors who currently reside with or who have resided
with the alleged perpetrator. The interview may take place at school -
. or at any facility or other place where the alleged victim or other
minors might be found and may take place outside the presence of
the perpetrator or parent, legal custodian, guardian, or school
~official. Except as provided in this clause, the parent, legal custo-
dian, or guardian shall be notified by the responsible local welfare or
law enforcement agency no later than the conclusion of the investi-
gation or- assessment that this interview has. occurred. Notwith-
standing rule 49.02 of the Minnesota rules of procedure for juvenile -
courts, the juvenile court may, after hearing on an ex parte motion
by the local welfare agency, order that, where reasonable cause
exists, the agency withhold :notification of this interview from the
parent, legal custedian, or guardian, If the interview took place or is
to take place on school property, the order shall specify that school
officials may not disclose to the parent, legal custodian, or guardian
.the.contents: of the notification of intent to interview the child on
“school property, as provided under -paragraph- (¢), and any other
related information regarding the interview that may be a part of
‘the child’s school record. A copy of the order shall be sent by the local
welfare or law enforcement agency to the appropriate school official.

{¢) (d) When the local welfare or local law enforcement agency
determines that an interview should take place on school property,
written notification of intent to interview the child on school
property must be received by school officials prior to'the interview.
The notification shall include the name of the child to be inter-
viewed, the purpose of the interview, and a reference to the statutory
authority to conduct an interview on school property. For interviews
conducted by the local ‘welfare agency, the notification shall be
signed by the chair of the county welfare board or the chair’s
designee. The notification shall be private data -on individuals
subject to the provisions of this paragraph. School officials may not
disclose to the parent, legal custodian, or ‘guardian the contents of
~ the notification or any other related information regarding the
interview until notified in writing by the local welfare or law
- enforcement agency that the investigatien or assessment has bheen

concluded. Until that time, the local welfare or law enforcement .

agency shall be solely responsible for any disclosures regarding the
nature of the assessment. or 1nvest1gat10n o

Except where the alleged pérpetrator is believed to be a school
official or employee, the time and place, and manner of the interview
on school premises shall be within the_discretion of school officials,
but the local welfare or law enforcement agency shall have the
exclusive authority to determine who may attend the interview. The

conditions as to time, place, and manner of the interview set by the
schoel officials- shall_ be reasonable and the interview shall be
conducted not more than 24 hours after the receipt of the notifica-
tion unless another time’ is considered necessary by agreement
between the school officials and the local wélfare or law enforcement
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agency. Where the school fails to comply with the provisions of this
paragraph, the juvenile court may order the school to coraply. Every
effort ‘must be made to reduce the disruption of the educational
program of the child, other students, or school staff when an
interview is conducted on school prenuses .

(&) (e) Where the perpetrator or a person responsible for the care
of the alleged victim or other minor prevents access to the victim or
other minor by the local welfare agency, the juvenile court may order
the parents, legal custodian, or guardian: to produce the alleged
victim or other minor for questioning by the local welfare agency or
the local law enforcement agency outside the presence of the
perpetrator or any person responsible for the child’s care at reason-
able places and times as specified by court order.

e} {f) Before makmg an order inder paragraph (d), the court shall -
issue an order to show cause, either upon its own motion or upon a -
verified petition, specifying the basis for the requested interviews:
and fixing the time and place of the hearing. The order to show cause
shall be served personally and shall be heard in the same manner as
provided in other cases in the juvenile court. The court shall
consider the need for appointment of a guardian ad litem to protect

-the best interests of the child. If appointed, the guardian ad litem
ghall be present at the hearing on the order to show cause.

) (g) The commissioner, the ombudsman for mental health and .
mental retau‘dat1m12 the local welfare agencies responmble for inves-
tigating reports, and the local law enforcement agencies have the
right to enter facilities as defined in subdivision 2 and to inspect and
copy the facility’s records, including medical records, as part of the
investigation. Notwithstanding the -provisions of chapter 13, they

-also have the right to inform the facility under investigation that
they are conducting an investigation, to disclose to the facility the
names of the individuals under investigation for abusing or neglect-
ing a child, and to provide the facility with a copy of the report and
the investigative ﬁndlngs

Sec 11. Minnescta Statutes 1986, section 626.557, subdivision 9,
18 amended to read:

Subd. 9. [MANDATORY REPORTING TO A MEDICAL EXAM-
INER OR CORONER.] A person required to report under the -
provisions of subdivision 3 who has reasonable cause to believe that
a vulnerable adult has died as a direct or indirect result of abuse-or
neglect shall report that information to the appropriate medical
"examiner or coroner in addition to the local welfare agency, police
department or county. sheriff or appropriate licensing agency or
agencies, The medical examiner or coroner shall complete an
investigation as soon as feasible and report the findings to the police
department or county sheriff, the local welfare agency, and, if -

applicable; each licensing agency. A person or agency that receives

W
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a report under this subdivision concerning a vulnerable adult who
.was recelving residential treatment for mental illness, mental
retardation, chemical dependency, or emotional disturbance from a
mental health or mental retardation agency or facility as defined in
section 2, shall also report ‘the information and findings to the

ombudsman for mental health and mental retardation.

Sec. 12. [INITIAL APPOINTMENTS.] -

Notwithstanding section 8, the governor shall appoint the initial -
members of the ombudsman committee as follows: . -

@ five members to one-year terms;

. (2) five members to two-year terms; and

(3) m members to three-year terms.”

Delete the title and insert: o

“A bill for an act relating to human services; creating the office of
" ombudsman for mental health and mental retardation; providing for -
the powers and duties of the ombudsman; credting a medical review
board; requiring reporting of abuse and neglect to the ombudsman
for mental health and mental retardation; amending Minnesota
Statutes 1986, sections 13.46, subdivision 1; 626.556, subdivisions 9
and 10; and 626.557, subdivision 9; proposing coding for new law in
Minnesota Statutes, chapter 245.”

With the recommendation that when so amended the bill pass and
be re-referred to the Committee on Governmental Operations. .

The report was-adopted.
Voss from the Committee on Taxes to which was referred:

H. F No. 529, A bill for an act relating to taxation; individual
income, updating provisions to the Internal Revenue Code of 1986;
eliminating or simplifying certain modifications, exclusions, deduc-
tions, credits, carryovers, and basis adjustments; reducing income
tax rates; defining terms; making technical corrections and admin-
istrative changes; appropriating money; amending Minnesota Stat-
utes 1986, sections 10A.31, subdivisions 1, '3, and by adding a
subdivision; 16A.275; 290.01, subdivisions 7, 19, 20, and by adding
subdivisions; 290.032, subdivisions 1 dnd 2; 290.06, subdivisions 2¢
and 2d; 290.067, subdivision 1; 290.077, subdivision 1; 29(0.081;
290.091, subdivisions 1 and 4; 290.095, subdivisions 9 and 11;
290.10; 290.12, by adding a subdivision; 290.131, by adding a
-subdivigion; 280.134, by adding a subdivision; 280.14; 290.15;
290.16, subdivision 1a; 290.17, subdivision 2; 290.23, subdivisions 3
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and 5; 290.31, subdivisions 2, 3, 5, and by adding a subdivision;
290.37, subdivisions 1 and 3; 290.38; 290.39, subdivision 3; 290.431;
290.45, subdivisions 1 and 2; 29048, subdiviston 10; 290.491;
290.92, subdivisions 2a, 4a, 5, 5a, and 6; 290.93, subdivision 10;
290.9726, subdivisions 1, 2, and 4; and 290.974; repealing Minne-
" sota Statutes 1986, sections 290.01, subdivisions 20a, 20b, 20f, 21,
and 24; 290.013; 290.06, subdivisions 3f, 3g, and 11; 290.067,
subdivisions 2, 3, 4, and 5; 290.077, subdivision 3; 290.079; 290.08;
290.085; 290.088; 290.089; 290.09; 290.091, subdivisions 2 and 3;
290.12, subdivision 4; 290.139; 290.17, subdivision la; 290.18,
subdivision 2; and 290.9726, subdivisions 3, 5, and 6.

Reported the same back with the following amendments:

Delete everything after the enacting clause and insert:
“ARTICLE 1

INCOME TAX

Section 1. Minnesota Statutes 1986, section 290 01, is amended by
adding a subd1v151on to read

Subd. 6a. [ABODE 1 For purposes of section 290.01, subdivision 7,
the term “abode” means a dwelling maintained by an 1nd1v1dual
© whether or not owned by the individual and whether or not occu ied

by the individual, and includes a dwelling place owned or lease by
the individual’s spouse. o

Sec. 2. Minnesota Statutes 1986 section 290.01, subdivision 7,1is
amended to read: _

Subd. 7.. [RESIDENT.} (a) The term “resident” means

(1) any individual domiciled in Minnesota and any other individ-
uwal maintaining an abede therein during any portien of the tax year
who shall net; during the whole of sueh tax year have been
domieiled outside the state, except that an individual is not a
resident for the period of time that the individual is a “qualified
individual” as defined in section 911(d)(1) of the Internal Revenue
Code of 1986, as amended through December 3T, 1986 unless during
the period the individual is a qualified individual a Minnesota .
homestead application is filed for property in which the 1nd1v1dua1
has an interest, and :

(2) an 1nd1v1dual domiciled outside the state who maintains a
place of abode in the state and spends in the aggregate more than
one-half of the tax year in Minnesoia, unless the individual is in the
armed [ forces of the United States. o
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(b) For purposes of this subdivision, presence within the state for

_} iy part of a calendar day constitutes a day spent in the state.

ividuals shall keep adequate records to substantlate the days
spent outside the state. : : '

Sec. 3. Mlnnesota Statutes 1986, sectlon 290.01, subdivision 19, is
amended to read:

Subd. 19. [NET INCOME.] The term “net income” means the
gross federal taxable income, as defined in subdivision 20; less the
following ing deductions to the extent allowed by seetion 290.18, subdi-
wsien L

b} for individuals; the deductions allowed in section 290-088;
without regerd to sections 29018, subdivisien I if the taxpayer
elects to compute the taxes under sections 290.06; subdivision 2e;
paragraph (a) or (c): 200.089; and 290.09; and

witheut regard to section 290-18; subdivision 1 if the taxpaver cleets
to compute the taxes under seetion 290.06; subdivision 2e; para
graph (e} section 63 of the Internal Revenue Code of 1986, as

amended through the date named in this subdivision, with the -
modifications provided in subdivisions 19a to 19f.

The Internal Re(renue Code of 1986, as amended through Decem-
ber 31, 1986, shall be in effect for taxable years beginning after
December 31, 1986.

Except ag otherwise provided, references to the Internal Revenue
Code in subdivisions 19a to 19f mean the code in effect for purposes

of determining net income for the applicable year.

Sec. 4. Minnesota Statutes 1986, section 290.01, is amended by
adding a subdivision to read:

Subd. l19a [ADDITIONS TO FEDERAL TAXABLE INCOME.]
For individuals, estates, and trusts there must be added to federal
taxable income:

(1) interest income on obhgatlons of any state other than ane-
sota or a political subdivision of any state other than Minnesota
exempt from federal income taxes under the Internal Revenue Code
or any other federal statute and including exempt-interest divi-
dends, as defined in section 852(b}5)A) of the Infernal Revenue
Code of 1986 unless th_e exempt-interest “dividends were derived

solely from tax éxempt interest income on obligations of the state of
Mlnnesota or 1ts political subdivisions; and
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(2) the amount of income taxes paid or accrued within the taxable
year under this chapter and income taxes paid to any other state or
to any province or territorzc of Canada, to the extent allowed as a

deduction under section 63(d) of the Internal Revenue Code, but the

addition shall nof be more than the amount by which the itemized
deductions as allowed under section 63(d) of the Internal Revenue
Code exceeds the amount of the standard deduction as defined in
section 63(c) of the Internal Revenue Code: o -

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

Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE IN-
COME.] For individuals, estates, and trusts, there must be sub-
tracted from federal taxable income;

(1) interest income on obligations of any authority, commission, or
instrumentality of the United States to the extent includable in
taxable income for federal income tax purposes but exempt [rom
state income tax under the Jaws of the United States;

(2) if included in federal taxable income, the amount of any
overpayment of income tax to Minnesota or to any other state, for
any previous taxable year, whether the amount is received as a
refund or-as a credit to another taxable year’s income tax Lability
and the amount of any credit received under chapter 290A; whether

Tiability: and

(3) the amount paid to others not to exceed $650 for each
dependent in grades K to 6 and $1,000 for each dependent in grades
7 to 12, for tuition, textbooks, and transportation of each dependent
in attending an elementary or secondary school situated in Minne-
sota, North Dakota, South Dakota, Towa, or Wisconsin, wherein a
resident of this state may legally fulfill the stale’s compulsory
-attendance laws, which is not operated for profit, and which adheres
to the provisions of the Civil Rights Act of 1964 and chapter 363. As
used in this clause, “textbooks” includes books and other instriic-
tional materials and equipment used in elementary and secondary
schools in teaching only those subjects legally and commonly taught
in public elementary and secondary schoo%si_nthﬁ state. “Text-
books” does not include Instructional books and materials used in
the teaching of religious tenets, doctrines, or worship, the purpose of
which is to instill such tenets, doctrines, or worship, nor does it
include books or materials for, or transportation to, extracurricular
activities including sporting events, musicial or dramatic events,
speech activities, driver’s education, or similar programs. In order to
qualify for the subtraction under this clause the taxpayer must elect
to ltemize deductions under section 63(e) of the Internal Revenue
Code of 1986, as amended through December 31, 1986. ‘
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Sec. 6. Minnesota Statutes 1986, section 290.01, subdivision 20, is
amended to read: g - S

Subd. 20. [GROSS INCOME.] For taxable years beginning before

o January 1, 1987, except as otherwise provided in this chapter, the

term “gross income,” as applied to corporations includes every kind
of compensation for labor or personal services of every kind from any
private or public employment, office, position or services; income
derived from the ownership or use of property; gains or profits
derived from every kind of disposition of, or every kind of dealing in,
property; income derived from the transaction of any trade or
business; arid income derived from any source.

[44

For tax years beginning after December 31, 1986, the term 088
income” means the gross income as defined In section 61 o% the
Internal Revenue Code of 1986, as amended through the date named
in subdivision 19 for the applicable taxable year, plus any additional
~ items of income taxable under this chapter but not taxable under

federal law, less any items of a character exempt from state income
tax under the federal Taw. ,

For tax years beginning before January 1, 1987, the term “gross
income” in its application to individuals, estates, and trusts shall
- mean the adjusted gross income as defined in the Internal Revenue
Code of 1954, as amended through the date specified herein for the
applicable taxable year, .with the modifications specified in this
subdivision and in subdivisions 20a to 20f. For estates and trusts the
adjusted .gross income shall be their federal taxable income as
defined in the Internal Revenue Code of 1954, as amended through :
the date specified herein for the applicable taxable year, with the
modifications specified in this subdivision and in Minnesota Stat-
utes 1986, section 290.01, subdivisions 20a to 20f. i

(i) The Internal Revenue Cede of 19564; as amended through
December 31 1980; and as amended by sections 3024 and 501 teo
509 of Publie baw Number 97 34 shall be in effeet for taxeble years
seetion 404 relating to purtial exelusions of dividends and interest
313; iy 321 e) 501 to 507 81L; and 812 of the Eeonomie
of Publie Law Number 9719 shall be effective at the same time

Gi) The Internal Revenue Code of 1954; as amended through
December 31, 1981, shall be in effect for taxable years beginning
after December 31, 1981. The provisions of sections 205(a), 214 to
222, 231, 232, 236, 247, 251, 252, 253, 265, 266, 285, 288, and 335 of
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the Tax Equity and Fiscal Responsibility Act of 1982, Public Law
Number 97-248, section 6(b)2) and (3) of the Subchapter S Revision
Act of 1982, Public Law Number 97-354, section 517 of Public Law
Number 97-424, sections 101(c) and (d), 102(a), (aa), (H(4), (g), (), (1),
103(c), 104(b)3), 105, 305(d), 306(a)9} of Public Law Number
97-448, and sections 101 and 102 of Public Law Number 97-473, and
section 243 of the Tax Reform Act of 1986, Public Law Number
99-514 shall be effective at the same time that they become effective
for federal income tax purposes. The Payment-in-Kind Tax Treat-
ment Act of 1983, Public Law Number 98-4, shall be effective at the
same time that it becomes effective for federal income tax purposes.

4 (1i) The Internal Revenue Code of 1954, as amended through
January 15; 1983, shall be in effect for taxable years beginning after
December 31, 1982, The provisions of sections 905, 1708, and
1879(m) of the Tax Reform Act of 1986, Public Law Number 99-514
shall be elfective at the same fime that fhey become effective for

federal income tax purposes.

ivg (iii) The Internal Revenue Code of 1954, as amended through
December 31, 1983, shall be in effect for taxable years beginning
after December 31, 1983. The provisions of sections 13, 17, 25(b), 31,
32,41 to 43, 52, 55, 56, T1 to 74, 77, 81, 82, 91, 92, 94, 101 to 103, 105
to 108, 111 to 113, 147(c), 171, 172, 174, 175, 179(a), 221, 223, 224,
421(b), 432, 481, 491, 512, 522 to 524, 554 to 557, 561, 611(a), 621 to
623, 626 to 628, 711(c), 712(d), 713(b), (e}, (g}, and (h), 721(a), (b), (d},
(g), (i), (0), (p), (1), (t), and (w), 722(e), 1001, 1026, 1061 to 1064, 1066,
1076, 1078, and 2638(b) of the Deficit Reduction Act of 1984, Public
Law Number 98-369, and section 1 of Public Law Number 98-611,
and sections 1801, 1802, 1805 to 1809, 1812, 1842, 1853 to 1855,
1866, 1369 to 1873, 1875, and 1878(g) and (h) of the Tax Reform Act
of 1986, Public Law Number 99-514 shall be effective at the same
- time that they become effecfive Tor federal income tax purposes.

&2 (iv) The Internal Revenue Code of 1954, as amended through
May 25, 1985, shall be in effect for taxable years beginning after
December 31, 1984. The provisions of sections 101, 102, 103, 201,
and 202 of Public Law Number 99-121 and sections 402, 403, 1803,
1804, 1852, and 1861 of the Tax Reform Act of 1986, Public Law
Number 99-514 shall be effective at the same time that they become
effective for federal income tax purposes,

&) (v) The Internal Revenue Code of 1954, as amended through
December 31, 1985, shall be in effect for taxable years beginning
after December 31, 1985.

The provisions of sections 121 to 123, 201, 202, 241, 401, 405, 411
to 413, 653, 654, 804, 811, 822, 1001, 1003, 1122, 1162, 1164, 1166,
1301, 1401, 1402, 1707, 1826, 1827, 1843, 1867, 1868, 1879(D), and
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shall be effective at the same time that they become effective for
federal income tax p purposes.

References to the Internal Revenue Code of 1954 in subdivisions
20a, 20b, 20¢, and 20f mean the code in effect for the purpose of
defining gross income for the applicable taxable year.

Sec. 7. anesota Statutes 1986, section 290.01, is amended by
adding a subd1v1smn to read:

Subd. 29. [REFERENCES TO THE INTERNAL REVENUE
CODE.] Except when inappropriate, a reference in this chapter (1) to
the Internal Revenue f% Dﬂe of 1954 includes “a reference to the
Internal Revenue Code 01 1986, and (2) to the Internal Revenue Code

of 1986 includes a reference to the provisions of law formerly known
as the Internal Revenue Code of 1954.

Sec. 8. Minnesota Statutes 1986, section 290.032, subdivision 1, is
amended to read:

Subdivision 1. There is hereby imposed as an addition to the
annual income tax for a taxable year of a taxpayer in the classes
described in section 290.03 a tax with respect to any distribution
received by such taxpayer that is treated as a lump sum distribution
under section 402(e) of the Internal Revenue Code of 1954 1986, as
amended through December 31, 1985 1986, and that is subject to tax
for such taxable year under section 402(e) of the Internal Revenue
Code of 1954 1986, as amended through December 31 3985 1986.

Sec. 9. Minnesota Statutes 1986 section 290 032 subdivision 2 is -
amended to read:

Subd. 2. The amount of tax imposed by subdivision 1 shall be
computed in the same way as the tax imposed under section 402(e)
of the Internal Revenue Code of 3954 1986, as amended through
December 31, 1986 1986, except that the initial separate tax shall be
an amount equal to ten flve times the tax which would be imposed by
section 290,06, subdivision 2¢, il the recipient was an unmarried
individual el-eet—mg to deduet foderal income taxes, and the taxable
net 1ncome—exeludmg%heereé&tsaﬂewedmeeetm29@-@6—s&beh—
siston 3f; was an amount equal to ene-tenth one-fifth of the excess of

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

(ii} the minimum distribution allowance, and except that refer-
ences in section 402(e) of the Internal Revenue Code of 1954 1986, as
amended through December 31, 1985 1986, to paragraph (1)(A)
thereof shall instead be references to subd1v151on 1 of this section.
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The amount of any distribution from o qualified pension or
profit-sharing plan which is reeecived as a lump sum distribution
shall be reduced to the oxtent of uny eontribution:

(1) not previeusly allowed as a deduetion by reasen of a change in
ﬁedefa}lawwhiehwasﬂ&t&deptedbyl\hnﬂesetﬁﬁwaﬁa*&bleye&r
begmnmgm%eﬂ&here&fter—er

desagnatedas&nemplayeeeent—nb&&enb&twhaehtheempley—
ing unit picks up and whieh is treated as an employer eontribation
and which was taxed on the Minneseta return but net the federal
return in the year the contribution was made-

Sec. 10. Minnesota Statutes 1986, section 290.06, Subdlwsnon 2e,
is amended to read:

Subd. 2¢. [SCHEDULES OF RATES FOR INDIVIDUALS, ES-
TATES, AND TRUSTS.] (a) The income taxes imposed by this
chapter upon married individuals filing joint returns whe eleet to
deduet federal income taxes under section 290088 must be com-
puted by applying to their taxable net income the following schedule
of rates:

¥ taxable net ineome is:. The tax is:

net over $875 1.5 pereent
ever$8—'15bat-ﬂet $}3pl-us%0pefeeﬂtefthe
over $5750 © exeess over

over $1.750 but not $31 plus 2.9 percent of the
over $3;500 exeess ever ¢;
ewr-‘lﬁ.‘%—é@@bﬂtﬂet 481 plus 4.8 pereent of
over $6:375 ‘ the exeess over

over $6:375 but not $ll}p}&s5—91)efeeﬂtef
over $7,000 but not $26¥pl-us€4—pefeentef
over $7:125 but not $275 plus 7-2 percent of
over $8,875 but not $49—lpl&sS—3pe1—‘eentef
over $12.375 the excess over $8.875
over $12.375 but net $691 plus 9.3 pereent of
ever $14.000 the exeess over $12.375
over $14,000 but not $842pl-us~}9pereeﬂtef
ever $16;000 ‘ the exeess over

ever $16.000 but net . $1—,04—2plus-1—}pe1=eeﬂt
over $21500 "~ of the exeess over .
over $22.1235 : of the exeess over $215500
over $22,125 but net $1-718 plus 12.3 percent
ever ; of the exeess over :
ever $25.500 but not $2.138 plus 12-6 pereent
over . of the exeess over 5
over $28,500 but net $2.511 plus 13-7 percent
over $31756 ~ of the excess over ;
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ing to their taxable net income the folowing schedule of rates:

-BG-GGV&!‘-$—1—209

(1) For taxable years
before January 1, 1988

if taxab

le income is:

not over 5,000
over $5, 000 but not

over §

m but not
523,000

$5015 plus 93 of
eheexeessevefm
$2;224 plas 9.9 of

the exeess over

rs beginning after December 31, 1986, and

the tax is:
4.3 percent

- $215 plus 6.3 percent of the

excess ovem

F719 plus 8.3 percent of the
excess over bl3,

$1,549 plus _3 ercent of
tHe excess over &_3_60_0

(2) For taxable years begmmng after December 31, 1987

if taxable income is:
not over

over $5 000 but not

ETQLO_O_G but not

'm

the tax i E

4.2 percent _

$210 plus 6.2 percent of
the excess ovetp'_m()

$1,078 plus 8.2 percent of
Ee excess over gig 000

816 plus 9.2 percent of

Be exXCess over 52_8_03_0

December

31 1987
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if taxable income is; " the tax is:

~ not over $5,000 4.4 percent
over $5,000, but not $220 plus 6.4 percent of
over $19, ' the excess over $5,000
over $19,000, but not $1,176 plus 8.4 percent of
over $28,000 — . the excess over gTQjTO’O -
over $28,000 $1,872 plus 9.4 Eercent of

the excess over i

e} (b} The income taxes imposed by this chapter upon unmarried
individuals, married individuals filing separate returns, estates,
and trusts that eleet to deduet federal income taxes wander seetion
290088 must be computed by applying to taxable net income the
following schedule of rates:

over $700 but net " $9 plus 1.9 pereent of the
over $1400 exeess ever $700

over $15400 but not $22 plus 3.2 percent of the
over $2.800 . exeess ever $1-400

over $2.800 but not $67 plus 54 percent of
ever $4;300 the exeess ever $2.800
over $4:300 but not $148 plus 6.9 percent of
over $5; the excess over $4,300
over $5:700 but not $245 plas 84 percent of
over $7100 the exeess over $5;

over $75100 but not $362 plus 9.8 perecent of
over $9;900 the exeess ever $7-100
over $9:900 but not $637 plus H-1 pereent of
over $12- the excess over $9%;

over $12.800 but not $950 plus 124 pereent of
over . the exeess over $12.800
over $15;400 but net $1.281 plus 13.6 percent of
over . the exeess over $15.400
over $19- $1.825 plus 14 pereent

(1) For taxable years beginning after December 31, 1986, and
before January 1, 1988

if taxable income is: the tax is:
not over 34,000 4.3 percent
over $4,000, but not $172 plus 6.3 percent
over $1T,000 of the excess over $4,000
over $11,000, but not $613 plus 8.3 percent
over s ‘of The excess over ,000
over $18,000 $1,794 plus 9.3 percent

of the excess over 000
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(2) For taxable years beginning after December 31, 1987

if taxable income is: the tax is:
not over $4,000 4.2 percent
over $4,000, but not $168 plus 6.2 percent
over $13,000 of the excess over $4,000
over $13,000, but not $726 plus 3.2 percent
over $19,000 of the excess over $13,000
over 19,000 $1,218 plus 9.2 percent

of the excess over $19,000

(3) Notwithstanding clause (2) if the increase in tax rates is

imposed pursuant to article 10, section 5, for taxable years begin-
ning after December 31, 1987

if taxable income is; ’ the tax is:

~ not over $4,000 4.9 percent
over $4,000, but not $176 plus 6.4 percent
over §13,0000 7 of tﬁe%tﬁeﬁover $4,000
over 13,000, but not . 5752 plus 84 percent
over 319,000 — of the excess over ,000
over $19,000 $1,256 plus 9.4 percent

of the excess over ,000

. &b (c) The income taxes imposed by this chapter upon all ether

unmarried individuals; merried individuals filing separate returns;
estates; and teusts qualifying as a head of household as defined in
section 2(b) of the Internal Revenue Code of 1986, as amended

through December 31, 1986, must be computed by applying to
taxable net income the following schedule of rates:

not ever $360 1 pereent
over $300 but net $3 plus 13 of the
over $600 exeess over
aver $600 but not %7 plus 1.6 of the
over $900 exeess over
over $900 but not $12 plus 2-1 pereent of
over $1.300 gl;%e*eessw o
over $15300 but not plas 2-7 pereent
over $2,000 the exeess over $1,:300
aver $2.000 but net $39 plus 3-7 pereent of
over $2.800 the exeess over $2.000
over $2.800 but not $69 plus 45 pereent of
over $4.300 the exeess over
over $4.:300 but not $136 plus 61 pereent of
ever $6:400 the excess over $4;
over $6,400 but net $264 plus 75 pereent of
over $9.400 the excess over $6;
over $5:400 but not $489 plus 93 percent of
over $16:200 the exeess over $9;

of the excess over $16.200

(1) For taxable years beginning after December 31, 1986, and
before January 1, 1388 .
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if taxable income is: the tax is:
not over $4,500 4.3 percent
over $4,500, but not $194 plus 6.3 percent
over $12, - of the excess over $4 500
‘over $12,000, but not $666 plus 8.3 percent
over $20,500 %f t%]e eXCess over 000
over $20,500 - $1,372 plus 9.3 percent
: of the excess over $20,500
(2) For taxable years beginning after December 31, 1987
if taxable income is: the tax is:
not over $4,500 - 4.2 percent
over $4,500, but not $189 plus 6.2 percent
over $16,000 ~ of the excess over $4,500
over 316,000, but not = . %902 plus 8.2 percent
over $24,000 of the excess over ,000
over $24,000 $1,558 plus 9.2 percent

of the excess over ,000

(3) Notwithstanding clause (2), if the increase in tax rates is

imposed pursuant to arilicle 10, section 5, for iaxable years begin-
ning after December 31, 1987 ‘ -

if taxable income is: the tax is:
not over $4,500 4.4 percent
over $4 500, but not $198 plus 6.4 percent
over 16,000 of tﬁe%(_:eﬁover $4,500
over 16,000, but not $934 plus 874 percent
over $24,000 of the excess over $16,000
over $24,000 - : $1,606 plus 9.4 percent

of the excess over $24,000

{e3 (d) In lieu of a tax computed according to the rates set forth in
this subdivision, the tax of any individual taxpayer whose taxable
net income for the taxable year is less than an amount determined
by the commissioner must be computed in accordance with tables
prepared and issued by the commissioner of revenue based on
income brackets of not more than $100. The amount of tax for each
bracket shall be computed at the rates set forth in this subdivision,
provided that the commissioner may disregard a fractional part of a
dollar unless it amounts to 50 cents or more, in which case it may be
increased to $1. ‘ : : X

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

{1) The numerator is the individual’s Minnesota sourced federal
adjusted gross income, eomnputed as # as defined in section 62 of the

Internal Revenue Code of 1986, as amended through December 31,
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1986, after applying the provisions of section 290.081, clause (a)
290.17, subdivision 2; or 290.171 ﬁ-pphed -and

(2) the denominator is the individual’s federal adjusted gross
income, as defined in section 62 of the Internal Revenue Code of

1986, as amended through December 31, 1986.

Sec. 11. Minnesota Statutes 1986, section 290,06, subdivision 2d,
is amended to read:

Subd. 2d. [INFLATION ADJUSTMENT OF BRACKETS.] (a) For
taxable years beginning after December 31, 1985 1990, the mini-
mum and maximum dollar amounts for each rate bracket for which
a tax is imposed in subdivision 2c shall be adjusted for inflation by
the percentage determined under paragraph (b). For the purpose of
making the adjustment as provided in this subdivision all of the rate
brackets provided in subdivision 2¢ shall be the rate brackets as they
existed for taxable years beginning after December 31, 1284 1987,
and before January 1, 1986 1991. The rate apphcable to any rate
bracket must not be changed . The dollar amounts setting forth the
tax shall be adjusted to reflect the changes in the rate brackets. The
rate brackets as adjusted must be rounded to the nearest $10
amount.. If the rate bracket ends in $5, it must be rounded up to the
nearest $10 amount. .

(b) The commissioner shall adjust the rate brackets by the-
percentage determined under pursuant to the provisions of section
1(f) of the Internal Revenue Code of 1954 1986, as amended through
December 31, 1985 1986, except that in section 1(f)(3XB) the word
“1984 1989~ shall bé substituted for the word “1983 1987.” For 1991,
the commissioner shall then determine the percent change from the
12 months ending on September 30; 1984 August 31, 1989, to; fer
1986; the 12 months ending on September 30; 1985 August 31 1990
and in. each subsequent year, from .the 12 months endlng on
September 30; 1984 August 31, 1989, to the 12 months ending on
September 36 August 31 of the p precedlng vear. The determination of
the commissioner pursuant to this subdivision shall not be consid-
ered a “rule” and shall not be subject to the administrative proce-
dure act contained in chapter 14.

No later than December 15 of each year, the commissioner shall
announce the specific percentage that will be used to adjust the tax
rate brackets; the masimum standard deduetion ameunt; and the
persenal eredit amounts. -

Sec. 12. Minnesota Statutes 1986, section 290.06, is amended by
adding a subdivision to read:

Subd. 20. [RETIREMENT INCOME CREDIT] (a) A credit against
the tax imposed by this chapter is allowed in an amount equa] to six
percent of the smallest of the following amounts: (1) pension income,
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(2} taxable income, or (3) the maximum credit base for the taxable
ear. g —

(h) For purposes o_f this. section, the following terms have the
meanings given. o ] _ } :

(1) “Federal adjusted gross income” means adjusted gross income
as determined under the Internal Revenue Code, plus any lump sum
distribution as defined in section 402(¢) of the Internal Revenue
Code. o o T

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

(3) “Pension income” means to the extent included in @
taxpayer’s federal adjusted gross income the amount received by the

taxpayer

(i) from the United States, its agencies or instrumentalities, or
from a state or a political or governmental subdivision of a state or
from a Minnesota volunteer firefighter’s relief association, by way of
a payment as a pension, public employee retirement benefit, or any
combination thereof; or .

(ii) as a retirement or survivor's benefit made from a plan
qualifying under section 401, 403, 408, 409, or 457 of the Internal
Revenue Code. '

(c) The maximum credit base equals the following amounts:

Married joint $11,000
ngle § 8,500
Married separate $ 5,500

The amounts must be reduced by the sum of the following amounts
for the taxable year:

(1) Social security, railroad retirement, or other retirement bene-
fits to the extent they were not included in the computation of
federal taxable income;

{2) The dollar. amount of the 'Eersonal exermptions claimed E

computing federal taxable income;

(3) Any other income received by the taxpayer and not subject to
taxation under this chapter; and

{4) The amount of federal adjusted gross income in excess of (i)
$8,000 for married joint, (i1) $6,000 for single, and (ii} $4,000 for
married separate filers. For purposes of this computation, federal
adjusted gross income is reduced by the amount of pension income,
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but the reduction may not exceed (i) $11,000 for married joint, (ii)
$8,500 for single, and (iii) $5,500 for married separate filers.

(d} In order to guahfz for a credit under this subdivision, the
* taxpayer must elect to itemize deductions under section 63{(e) of the
Internal ERevenue Code.

Sec. 13. Minnesota Statutes 1986, sectlon 290.077, subdivision 1,
is amended to read:

Subdivision 1. [INCLUSION IN GROSS INCOME. ] Notwithstand-
ing any other provision, income in respect of a decedent shall be
inecluded in gross inceme in aceordance wath the methed set forth in
section 691(a} of the Internal Revenue Code of 1984 1986, as
amended through December 31, 1985 1986, is included in the gross
income of the estate in the year any right {o receive it is transferred
to a nonresident by the personal representative of an estate. The fair
market value of the right at the date of the transfer must be included
in the gross income of the estate for the year in which the transfer
oceurs and the value of the right may not be allowed as a deduction
in compuling the faxable net income of the estate. The estate must
not include the value of the right in its gross income and the
personal representative is relieved of a any further liability with
respect to that right if the nonresident: (1) includes the fair market
value of the right (as of the date the right is received) in the

nonresident’s gross income for the year the right is received and | pays
the tax thereon or (2) elects to to 1nclude the amount received in

assure p: anmen t of the tax. A bond requlred under clause (2) is

sufficient if it is in an amount equivalent to the tax that would be

due if the method provided in clause (1) were followed.

Sec. 14, Minnesota Statutes 1986, section 290.081, is amended to
read:

260.081 [INGOME OGF NONRESHDENTS, RECIPROGCITY
TAXES PAID TO ANOTHER STATE, CREDIT ]

(a) The compensation received for the performance of personal or
professional services within this state by an individual whose
residence, place of abode, and place customarily returned to at least
once a month is in another state, shall be excluded from gross
income to the extent such compensation is subject to an income tax
imposed by the state of residence; provided that such state allows a
similar exclusion of compensgation received by residents of Minne-
sota for services performed therein, or
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{b) If any taxpayer who is a resident of this state, or a domestic
corporation or corporation commercially domiciled therein, has
become liable for taxes on or measured by net income to another
state or a province or territory of Canada upon, if the taxpayer is an
individual, or if the taxpayer is an athletic team and all of the team’s .
income is apportioned to Minnesota, any income, or if it is a
corporation, estate, or trust, upon income derived from the perfor-
mance of personal or professional services within such other state or
province or territory of Canada and subject to taxation under this
chapter the taxpayer shaill be entitled to a credit against the amount
of taxes payable under this chapter, of such proportion thereof, as
such gross income subject to taxation in such state or province or
territory of Canada bears to the taxpayer’s entire gross income
subject to taxation under this chapter; provided (1) that such credit
shall in no event exceed the amount of tax so paid to such other state
or province or territory of Canada on the gross income earned within
such other state or province or territory of Canada and subject to
taxation under this chapter, and (2) the allowance of such credit
shall not operate to reduce the taxes payable under this chapter to an.
amount less than would have been payable if the gross income
earned in such other state or province or territory of Canada had
been excluded in computing net income under this chapter. A
taxpayer who is a resident of this state pursuant to section 290. 01,

domicile does not allow a a similar credit.

(¢} The commissioner shall by rule determine with respect to gross
income earned in any other state the applicable clause of this
section. When it is deemed to be in the best interests of the people of .
this state, the commissioner may determine that the provisions of
clause (a) shall not apply. As long as the provisions of clause (a)
apply between Minnesota and Wisconsin, the provisions of clause (a)
shall apply to any individual who is domiciled in Wisconsin.

(d) “Tax So Paid” as used in this section means taxes on or
measured by net income payable to another state or province or
territory of Canada on income earned within the taxable year for
which the credit is claimed, provided that such tax is actually paid
in that taxable year, or subsequent taxable years.

For purposes of clause (b), where a Minnesota resident reported an
item of income to Minnesota and is assessed tax in another state or
a province or territory of Canada on that same item of income after
the Minnesota statute of limitations has expired, the taxpayer shall
be allowed to receive a credit for that year based on clause (b),
notwithstanding the provisions of sections 290.49, 29050, and
290.56, For purposes of the preceding sentence, the burden of proof
shall be on the taxpayer to show entitlement to a credit.

{e) For the purposes of clause (a), whenever the Wisconsin tax on
Minnesota residents which would have been paid Wisconsin without
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clause (a) exceeds the Minnesota tax on Wisconsin residents which
would have been paid Minnesota without clause {a), or vice versa,
then the state with the net revenue loss resulting from clause (a)
shall receive from the other state the amount of such loss. This
provision shall be effective for all years beginning after December
31, 1972. The data used for computing the loss to either state shall
be determined on or before September 30 of the year following the
close of the previous calendar year.

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

~ If an agreement cannot be reached as to the amount of the loss, the

commissioner of revenue and the taxing official of the state of
Wisconsin shall each appoint a member of a board of arbitration and
these members shall appoint the third member of the board. The
board shall select one of its members as chair. Such board may
administer oaths, take testimony, subpoena witnesses, and require
their attendance, require the production of books, papers and
documents, and hold hearings at such places as are deemed neces-
sary. The board shall then make a determination as to the amount
to be paid the other state which determination shall be final and
conclusive.

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

Sec. 15. Minnesota Statutes 1986, section 220.091, subdivision 1,
is amended to read:

Subdivision 1. [IMPOSITION OF TAX.] In addition to all other
taxes imposed by this chapter a tax is imposed on individuals,
estates, and trusts equal to the excess (if any) of

(a) an amount equal to feur five percent of alternative minimum
taxable income after subtracting the exemption amount, over
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(b} the regular tax for the taxable year.

Seée. 16. Minnesota Statutes 1986, section 290.091, subdivision 2,
is amended to read:

Subd. 2. [DEFINITIONS.] For purposes of the tax imposed by this
gection, the following terms have the meanings given: -

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

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

(2) the taxpayer’s itemized deductions allowed in computing
federal tax preferenee itemns alternative minimum taxable income;

(3) to the extent not included in federal alternative minimum
taxable income, the amount of interest income as provided by section
290.01, subdivision 20e; elauses (1); (3); and (4) 19a, clause (1); less
the sum of

(i) interest income as defined in section 290.01,. subdivision 20b
19b, clause (1);

(ii) an overpayment of state income tax as provided by section
290.01, subdivision 20b 19b, clause {4) (2); and

(iii) the amount of investment interest paid or acerued within the
taxable year on indebtedness to the extent that the amount does not
exceed qualified net investment income, as defined in section
55(eX5) 163(d)4) of the Internal Revenue Code. Interest does not
include amounts deducted in computing federal adjusted gross
income; and

&Wtethee*te&tmeludedmt—heta*paye%sﬁedemladj&stedgmss
meeme—gameﬁeluded&emgressmeeme&nder 290.01;
subdivision 20b; elause (.3). :

In the case of an estate or trust, adjusted gress alternative

" minimum taxable income must be medified com uted as provided in

section 55eXE63XEB 59(c) of the Internal Revenue Code and reduced
of the Internal Revenue Code.

(b) “Hederal tax preference items” means items as defined in
seebions 57; 58; and 443{d) of the Internal Bevenue Code; modified as
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assets have a highor basis for Minneseta purpeses then for federal
purpeses; and
G1) to the extent it inecludes gain excluded from gross ineome
(Q}Intheeaseefaﬂemesideﬂtindiﬁdual;efanestatéeftmst;'
with a net operating less that is a larger amount for Minneseta than

for federal; the capital gain preferenee Hem shall be redueed to the
extent it was reduced in the allowanee of the net operating loss:

{3 Federal preference items from the business of mining eor

pfe&uemg}mﬁere&ndetherefeswhieha%esubjeettetheeeeupatwn
tax apd exempt from taxation under seetion 2090-05; subdivision L,

shall not be a preference Hem for Minneseta:
GQOthe;&der&lpfe&feﬂee*temstethee*tentnetaHewedmthe

{e} “Internal Revenue Code” means the Internal Revenue Code of
1954 1986, as amended through December 31, 1985 1986.

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

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

See. 17. Minnesota Statutes 1986, section 290.091, subdivision 3,
1s amended to read:

Subd. 3. [EXEMPTION AMOUNT.] For purposes of computing the
alternative minimum tax, the exemption amount is:

ta) $40,000 in the ease of a married couple filing a joint return;

@%@G@mthee&seef&nmdwzdual%ﬂaeﬁﬂetmaﬂ%d—as _
defined in section 143 of the Internal Revenue Gode;

{e}$20;999'mthee&aee£
) an estate or teust o

{2} a married individual whe files a separade tax fetu-m the
exemption determined under section 55(d) of the Internal Revenue
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Code, except that alternative minimum taxable income as deter-
mmed under this section must be substituted in the computation of
the phase out under section 55(d)(3). -

Sec. 18. Minnesota Statutes 1986, section 290.095, subdivision 9,
is amended to read:

Subd. 9. [SPECIAL PERIOD OF LIMITATION WITH RESPECT
TO NET OPERATING L.OSS CARRYBACKS.] For the purposes of
sections 290.46 and 290.50 if the claim for refund relates to an
overpayment attributable to a net operating loss carryback under
this section or as the result I the ease of an individual of an
adjustment of “federal adiusted gross income” because of the ear-
tybaek under seetion 172 of the Internal Revenue Code of 1954; as
amended through Deecember 31; 1985, in lieu of the period of
limitation prescribed in sections 290.46 and 290. 50, the period shall
be that period which ends with the expiration of t_he 15th day of the
46th month (or the 45th month, in the case of a corporation)
following the end of the taxable year of the net .operating loss which
results i in such carryback er adiustment of “federal £YOsS
- ineome ” plus any extension of time granted for filing the return, but
only if the return was filed within the extended time. During "this
extended period, for taxable years beginning before January 1, 1985,
married individuals who elected to file separate returns or a
combined return may change their election and file a joint return.

Sec. 19. Minnesbta Statutes 1986, section 290.095, subdivision 11,
is amended to read:

- Subd. 11. [CARRYBACK OR CARRYOVER ADJUSTMENTS.] (a)

For individuals the amount of a net operating loss that may be
carried back or earried over shall be the same dollar ameunt
aHowable in the determination of federal adjusted gross income: For,
estates and trusts the amount of a net operating loss that may be
carried back or carried over shall be the same dollar amount
allowable in the determination of federal taxable income,

@) Notwithstanding an _X other law, estates and trusts must apply
the following adjustments to the amount of the net operating loss
that may be carried back or carried over must be -:made for:

(0 Nonasmgnable income or losses for. es%&t»es &nd trusts as
requ1red by section 290 175 SH-bd-PV-l-Sl&H 2

(Z)Adjustmentstethedetemmatwneffédefaladjastedgmss
income that must be made beecause of changes in the Internal

Revene Code that have not vet been adopted by the legislature by
updating the referenee to the Internal Revenue Code contained in
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@}Gmnserlesse&wh&ehresul%&emthesaleeratherdﬁpesmen
of property having a higher adjusted basis for Minnesota income tex
purpeses than for federal income tax purpeses subjeet to the imita-
) Interest; tuxes; and other Expenses, losses and other deduc-

tions not allewed allocated to Minnesota under section 29010
a&e@;feresmesandngo 17. -

@%emediﬁe&twﬁfefaeeeleratedeestreeeverysystemdeprea—
&Henasprewdedmseetmn%@-@l—subdiwsmng%

(XD (b) The net operating loss carryback or carryover applied as

a deduction in the taxable year to which the net operating loss is
carried back or carried over shall be equal to the net operatmg loss
carryback or carryover applied in the taxable year in arriving at
federal adjusted gross ineeme (or federal taxable income for provided
modifi-

that trusts and estates) subjeet te must apply the followin,
catlonseent;amedmel-&use(-b}mfdtethe &Hewm?ﬁéﬁﬂét—mas

A} (1) Increase the amount of carryback or carryover applied in
the taxable year by the amount of losses and interest; taxes and
other, expenses, and other deductions not assignable or allowable to
Minnesota incurred in the taxable year.

(B} (2) Decrease the amount of carryback or carryover applied in
the taxable year by the amount of income not assignable to Minne-
sota earned in the taxable year.

@}Ata*payerwhewn&t&res&de&teﬁ%&nesetad&mganypm
of the taxable year and whoe has ne ineome assignable to Minneseta
d&mg%hetm&&bleye&rshaﬂapp}yﬁeﬁeteperaﬂnglessearryb&ek
ere&rmverm%heﬁaﬁableyear

£2) The provisions of seetion 172() of the Internal Revenue Code
of 19564 a5 amended through December 31 1985 Grelating to ear-
rybeeks and earrvovers) shall apply- For estates and trusts, the net
operating loss carryback or carryover to the next consecutive taxable
year shall be the net operating loss carryback or carryover as
calculated in clause ¢e}d} (b) less the amount applied in the earlier
taxable year(s). No additional net operating loss carryback or
carryover shall be allowed to estates and trusts if the entire amount
has been used to offset Minnesota income in a year earlier than was
possible on the federal return. However, if a net operating loss
carryback or carryover thet was allowed to offset federal income in a
year earlier than was possible on the Minnesota return, an estate or
trust shall still be allowed to offset Minnesota income but o only if the
loss was assignable to Minnesota in the year the loss occurred.

e
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{d) A net operating loss shall be allowed to be earried back or
earried forward only te the extent that loss was assignable teo
Minnesota in the vear the loss eccurred or in the year to which the
lesswase&medeverwhwheverweuldaﬂewmereefthe}esstebe
aHewedMMmaesetapa%pesesr

Sec. 20. Minnesota Statutes 1986 sectlon 290.23, subdivision 3, is
amended to read:

Subd. 3. [UNUSED LOSS CARRYOVERS AND EXCESS DE-
DUCTIONS ON TERMINATION AVAILABLE TO BENEFICIA-
RIES.] If on the termination of an estate or trust, the estate or trust
has

(1) a net operating loss carryover under section 290.095, a capital
loss carryover under section 290.01, subdivigions 20 to 20f or any
other loss or credit carryover allowed under this chapter; or

(2) for the last taxable year of the estate or trust deductions (other
than the charitable deduction} in excess of gross income for such
year, '

then such carryover or such excess shall be allowed as a deduction,
in accordance with rules prescribed by the commissioner, to the
beneficiaries succeedmg to the property of the estate or trust. This
provision does not apply to individuals, and the carryovers and
deductions must be reported as pr0v1ded in section 290.01, subdivi-
sions 19 to 19b.

Sec. 21. Minnesota Statutes 1986, section 290.23, subdivision 5, is
amended to read:

Subd. 5. [DISTRIBUTABLE NET INCOME, INCOME, BENEFI-
CIARY, DEFINED.] (1) For purposes of sections 290.22 through
290.25, the term “distributable net income” means the same as that
term is defined in section 643(a) of the Internal Revenue Code of
1954 1986, as amended through December 31, $985 1986 with the
following modification:

There shall be included any tax-exempt interest to which section
290.01, subdivision-26b 19b, clause (1)} applies; reduced by awny
amounts which would be doduetible in respeet of dishursements
aleeable to such interest but for the provisions of seetion 290.10(9)
{relating to disallowanee of certain deductions).

If the estate or trust 1s allowed a deduction under section 642(e) of
the Internal Revenue Code of 1984 1986, as amended through
December 31, 1985 1986, the amount of tEe modification shall be
reduced to the extent that the amount of income which is paid,
permanently set aside, or to be used for the purposes specified in
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that section of the Internal Revenue Code is deemed to consist of
items specified in the modification. For this purpose, such amount
shall (in the absence of specific provisions in the governing instru-
ment) be deemed to consist of the same proportion of each class of
items of income of the estate or trust as the total of each class bears
to the total of all classes.

(2) The term “income,” and the term “beneficiary” have the same
meaning as those terms are defined in section 643(b) and (c¢) of the
Internal Revenue Code of 1954 1986, as amended through Decem-
ber 31, 1985 1986. The treatment of property distributed in kind and
of multiple trusts shall be the same as provided in section 643 of the
Internal Revenue Code of 1954 1986, as amended through Decem-
ber 31, 1985 1986.

Sec. 22. Minnesota Statutes 1986, section 280.31, subdivision 2, is
amended to read:

Subd. 2. [INCOME AND CREDITS OF PARTNER.] (1) In deter-
mining income tax, each partner shall take into account separately
the partner’s distributive share of the partnership’s

(a) gains and losses from sales or exchanges of short-term capital
assets as defined in section 290.16, subdivision 3,

(b} gains and losses from sales or éxchanges of long-term capital
assets as defined in section 290.16, subdivision 3,

{c) gains and losses from sales or exchanges of property described
in section 1231 of the Internal Revenue Code of 19564 1986, as
amended through December 31, 1985 1986 (relating to certain
property used in a trade or business and involuntary conversions),

(d) charitable contributions as defined in section 170(c) of the
Internal Revenue Code of 1954 1986, as amended through Decem-
ber 31, 31985 1986,

(e) dividends with respect to which there is provided an exelusion
under seekion 116 o a deduction under sections 241 to 247 of the
Internal Revenue Code of 1954 1986, as amended through Decem-
ber 31, 1985 1986, -

(f) other items of income, gain, loss, deduetion, or credit, to the
extent provided by rules prescribed by the commissioner, and

(g) taxable net income or loss, exclusive of items requiring
separate computation under other subparagraphs of this paragraph

(1).
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(2) The character of any item of income, gain, loss, deduction, or
credit included in a partner’s distributive share under paragraphs
(a) through (f) of paragraph (1) shall be determined as if such item
were realized directly from the source from which realized by the
partnership, or incurred in the same manner as incurred by the
partnership. ‘

" (3) In any case where it is necessary to determine the gross income
of a partner for purposes of this chapter, such amount shall include
the partner’s distributive share of the gross income of the partner-
ship.

Sec. 23. Minnesota Statutes 1986, section 290.31, is amended by

adding a subdivision to read:

Subd. 2a. The provisions of subdivisions 2 and 5 do not apply to

individuals, and items of income, gain, loss, or deduction must be
reported as pr0v1ded In section 290 01, subdivisions 19 to 19b.

Sec. 24, Minnesota Statutes 1986 gection 290.31, subdivision 3, is
amended to read:

Subd. 3. [PARTNERSHIP COMPUTATIONS.] The taxable net
mecome of a partnership shall be computed in the same manner as in

‘the ease of an individusl exeept that

stated; and

€2 the folowing deduetions shall net be allowed to the partner-

ta) the deduetion for taxes provided in sectivn 164(a} of the
Internnl Revenue Code of 19564; as amended through December 315
1985; with respeet to taxes, deseribed in scetion 901 of the Internal
Reventie Code of 19564, as amended through Deeember 31 1985; paid
or aeerued {o foreign eountries and to possessions ef the United
States;

29021, subdivision 3 or section 170 of the Internal Revenue Code of

(@) the additional Hemized deduetions for individual ided in

seetions 211 to 223 of the Internal Revenue Code of 1954; as
amoended through Decomber 31 19835, and.
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with respeet to oil and gas wels as provided in section 703(a) of the
Internal Revenue Code of 1986, as amended through December 31,
1986.

Any election affecting the computation of taxable net income
derived from a partnership shall be made by the partnership except
as provided in section 703(b} of the Internal Revenue Code of 1954
1986, as amended through December 31, 1985 1986.

Sec. 25. Minnesota Statutes 1986, section 290.31, subdivision 5, is
amended to read:

Subd. 5. [DETERMINATION OF BASIS OF PARTNER'S INTER-
EST.] The adjusted basis of a partner's interest in a partnership
shall, except as provided in the last paragraph of this subdivision, be
the basis of such interest determined under section 722 or 742 of the
Internal Revenue Code of 1854 1986, as amended through Decem-
ber 31, 1985 1986, relating to contributions to a partnership or
transfers of partnership interests

(1) increased by the sum of the partner’s distributive share for the
taxable year and prior taxable years of

(@) net income of the partnership as determined under subdivision
3(1) and (2),

{b) income of the partnership exempt from tax under this chapter,

(¢} the excess of the deductions for depletion over the basis of the
property subject to depletion, and

(2) decreased (but not below zero) by distributions by the partner-
ship as provided in section 733 of the Internal Revenue Code of 1954
1986, as amended through December 31, 1985 1986, and by the sum
of the partner’s distributive share for the taxable year and prior
- taxable years of

(a) losses of the partnership, and

(h) expenditures of the partnership not deductible in computing
its taxable net income and not properly chargeable to capital
account, and

(3) decreased, but not below zero, by the amount of the partner’s
deduction for depletion for any partnership oil and gas property to
the extent the deduction does not exceed the proportionate share of
the adjusted basis of the property allocated to the partner under
section 613A(c)(7)(D) of the Internal Revenue Code of 1954 1986, as
amended through December 31, 3985 1986. For corporate partners,




38th Day] Monpay, Arri. 27, 1987 2639

the deduction for depletion with respect to oil and gas wells shall be
computed as provided in section 290-09; cubdiwsien & 290.01,
subdivisions 19¢ and 194, '

The commissioner shall prescribe by rule the circumstances under
which the adjusted basis of a partner’s interest in a partnership may
be determined by reference to the partner’s proportionate share of
the adjusted basis of partnership property upon a termination of the
partnership.

Sec. 26. Minnesota Statutes 1986, section 290.37, subdivision 1, is
amended to read:

Subdivision 1. [PERSONS MAKING RETURNS ] (a) The commis-
sience of revenue shall annually deteemine the gross income levels
at which individuals; trusts; and estates shall be required to file a
returp for each taxable year A taxpayer shall file a return for each

taxable year the taxpayer is required to file a return under section
6012 of the Internal Revenue Code of 1986, as amended through
December 31, 1986, except that an individual who 1s not a Minne-
sota resident for any part of the year is not required to file a
Minnesota income tax return if the individual’'s Minneseta gross
income eomputed under seetion 290.06,; subdivisien Ze; elause L)
derived from Minnesota sources under section 290.17, is less than
the filing requirements for an a single individual who 1s a full year
resident of Minnesota with the same marital status and pamber of

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

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

Every corporation shall file a return. The commissioner may adopt
rules for the filing of one return on behalf of the members of an
affiliated group of corporations that are required to file a combined
report if the affiliated group includes a corporation subject to tax
under section 290.361. The return in the case of a corporation shall
be signed by a person designated by the corporation.

I




2640 Journal or THE House [38th Day

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

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

{e) Eor purpeses of this subdivision the term “gress income” shall
mean gross ineeme as defined in seetion 61 of the Internal Revenue
Code of 1954; as amended threugh December 31 1985; medified and

Sec. 27. Minnesota Statutes 1986, section 290.37, subdivision 3, is
amended to read:

Subd. 3. INFORMATION INCLUDED IN RETURN.] The return -
provided for herein shall require a statement of the name of the
taxpayer, or taxpayers, if the return be a joint return, and the
address of such taxpayer in the same name or names and same
address as the taxpayer has used in making the taxpayer’s income
tax return to the United States under the terms of the Internal
Revenue Code of 1854 1986, and shall include the social security
number of the taxpayer, or Laxpayers, il a social security number has
been issued by the United States with respect to said taxpayers, and
shall include the amount of the adjusted gress taxable income of
such taxpayer as the same appears on said return to the United
States internal revenue service for the taxable year to which such
Minnesota state return is applicable: and the comanissioner may
require. The taxpayer te shall attach to the taxpayer s Minnesota
state income tax return a copy of the federal income tax return
which the taxpayer has filed or is about to file for such period.

Sec. 28. Minnesota Statutes 1986, section 290.38, is amended to
read:

290.38 [RETURNS OF MARRIED PERSONS.]

A husband and wife must file a joint Minnesota income tax return
if they filed a joint federal income tax return. If a joint return is
made the tax shall be computed on the aggregate income and the
liability with respect to the tax shall be joini and several. If the
husband and wife have elected to file separate federal income tax
returns they must file separate Minnesota income tax returns. This
election to file a joint or separate returns must be changed if they
change their election for federal purposes. In the event taxpayers
desire to change their election, such change shall be done in the
manner and on such form as the commissioner shall prescribe by
rule.
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The determination of whether an individual is married is must be
made as of the elose of that persen’s taxable year; exeopt thet if that
person’s spouse dies during the taxable year the determinetion is
made as of the time of the death- An individual whe is legally
separated from a spouse under & decree of divoree; dissolution; or of
separ&temamten&nee&saeteenmderedtebem&rnedunderthe

rovisions of section 7703 of the Internal Revenue Code of 1986, as
amended through December 31, 1986. _

In the ease of the death of one spouse or both speuses the joint
return with respeet to the decedont muay be made enly by the
personal representative of the decedent’s estate; except that in the
ease of the death of one speuse the joint return may be made by the
surviving spouse with respeet to beth the survivor and the decedent
#Ga}nefetumfefthetmeahleyeafhasbeenmadebythedeeedeﬁt-
persenaJrepfeseﬂtatwem&ppmﬂtedbefemthel&stdayﬁreseﬂbed
by law for filing the return of the surviving spouse: If a personal
represe&ta%weeftheesﬁateefthedeeeden%*saiapmﬂted&ﬁerthe
joint return has been filed by the surviving speuse; the personal
representative may disafbrm such joint return by filing; within ene
year after the last day preseribed by law for filing the return of the
surviving speuse; a separate returm for the taxable vear of the
decedent with respect to which the joint return was made; i which
case the return made by the surviver shall constitute the sarvdivors
sepamteretumprewd-ed%hat%hee}eeﬂaﬁh&sbeenalsedﬁaﬁmed
ferféderalpm&peses—

Sec 29. Minnesota Statutes 1986, section 290 39, subdivision 3, 1s
amended to read:

Subd. 3. [SHORT FORM.] The commissioner may provide for use
of a short form individual income tax return which shall be in the
form and provide for items as the commissioner may prescribe which
are congistent with the provisions of this chapter, notwithstanding
any other law to the contrary. The political checkoff provided in
section 10A.31, the nongame wildlife checkoff provided in section
290.431, and the de dependent care credit provided in section 290.067

shall be ﬂ'u_d—d on the short form.

Sec. 30. Minnesota Statutes 1986, section 290.45, subdivision 1, ié
amended to read:

Subdivision 1. [DATE DUE; INSTALEMENTS ] The tax imposed
by this chapter shall be paid to the commissioner of revenue at the
time fixed for filing the return on which the tax is based; exeept that
at the clection of estates the balance of tax due may be paid in wo
eqaal installments.

%eﬁfstshal}bepa}d&tthetimeﬁxedfefﬁhng%hemmm—aﬁd
theseeeﬂdenefbeferemment-hsthepe&fter—
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If any installinent is not paid on or before the date fixed for s |
the whole amount of the tax unpaid shall beeome due and

Sec. 31. Minnesota Statutes 1986, section 290. 45, subdivision 2, is
amended to read:

Subd. 2. [EXTENSIONS 1 At the request of the taxpayer, and for
good cause shown, the commissioner may extend the time for
payment of the amount determined as the tax by the taxpayer, ex any
installment thereof; or any amount determined as a deficiency, for a
period not to exceed six months from the date prescribed for the
payment of the tax or an instellment thereof. In such case the
amount in respect of which the extension is granted shall be paid
together with interest at the rate specified in section 270.75 on or
before the date of the expiration of the period of the extension.

Sec. 32. Mlnnesota Statutes 1986, sectmn 290.46, is amended to
read:

290.46 [EXAMINATION OF RETURNS; ASSESSMENTS, RE-
FUNDS ] ‘

The commissioner shall, as soon as practicable aftér the return is
filed, examine the same and make any investigation or examination
of the taxpayer’s records and accounts that the commissioner may
deem necessary for determining the correctness of the return, The
tax computed by the commissioner on the basis of such examination
and investigation shall be the tax to be paid by such taxpayer. If the
tax found due shall be greater than the amount reported as due on
the taxpayer’s return, the commissioner shall assess a tax in the
amount of such excess and the whole amount of such excess shall be
paid to the commissioner within 60 days after notice of the amount
and demand for its payment shall have been mailed to the taxpayer
by the commissioner. If the understatement of the tax on the return
was false and fraudulent with intent to evade the tax, the install-
ments of the tax shown by the taxpayer on the return which have not
yet been paid shall be paid to the commissioner within 60 days after
notice of the amount thereof and demand for payment shall have
been mailed to the taxpayer by the commissioner. If the amount of
the tax found due by the commissioner shall be less than that
reported as due on the taxpayer’s return, the excess shall be
refunded to the taxpayer in the manner provided by section 290.50
(except that no demand therefor shall be necessary), if the taxpayer
has already paid the whole of such tax, or credited against any
unpaid installment thereof; provided, that no refundment shall be
made except as provided in section 290.50.
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The commissioner, on examining returns of a taxpayer for more
than one year, may issue one order covering the several years under
consideration reflecting the aggregate refund or additional tax due.

The netices and demands provided for by sections 290.46 to 290.48
shall be in such form as the commissioner may determine (including
a statement) and shall contain a brief explanation of the computa-
tion of the tax and shall be sent by mail to- the taxpayer at the
address given in the return, or to the taxpayer’s last known address.

In cases where there has been an overpayment of a self-assessed
liability as shown on the return filed by the taxpayer, the commis-
sioner may refund such overpayment to the taxpayer and no demand
therefor shall be necessary; further, written findings by the commis-
sioner, notice by mail to the taxpayver and certificate for refundment
by the commissioner shall not be necessary and the prowsmns of
gection 270.10, in such case, shall not be applicable.

In the ease of an individual; estate or trust; The commissioner
may audit and adjust the taxpayer s computation of federal adjusted
gross neome (or federal taxable income for estates o frasts) to make
it properly conform with the provisions of section 290.01, subdivi-
ston 20 subdivisions 19 to 19b, or the items of federal tax preferences
or federal credil amounts (o make them properly conform with the
provisions of this chapter, In the ease of an individual; the eommis-
siener may audit and adjust the taxpayer’s computation of itemized
deduetions to make them properly eonform with the prewsa«ens of
seetion 299—989—

Sec. 33. M1nnesota Statutes 1986, section 290 48, subdivision 10,
is amended to read:

Slibd. 10, [PRESUMPTIONS WHERE OWNER OF LARGE
AMOUNT OF CASH IS NOT IDENTIFIED.] (a) If the individual
who i in physical possession of cash in excess of $10,000 does not
" claim such cash, or does not claim it belongs to another person.
whose 1dentity the commissioner can readily ascertain and who
acknowledges ownership of such cash, then, for purposes of subdivi-
sions 3 and 4, it shall be presumed that the cash represents gross
income of a single individual for the taxable year in which the
possession occurs, and that the collection of tax will be jeopardlzed
" by-delay. -

{(b) In the case of any assessment resulting from the application of
clause (a), the entire amount of the cash shall be treated as taxable
income for the taxable year in which the possession occurs, such -
income shall be treated as taxable at an eight percent rate, and
except as provided in clause (¢), the possessor of the cash shall be
treated (solely with respect to the cash) as the taxpayer for purposes
of this chapter and the assessment and collection of the tax.
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(c) If, after an assessment résulting from the application of clause
{a), the assessment is abaled and replaced by an assessment against
the owner of the cash, the later assessment shall be treated for

purposes of all laws relating to lien, levy, and collection as relating .

back to the date of the original assessment.

(d) For purposee of this subdivision, the deﬁnitioas contained in
section 6867 of the Intérnal Revenue Code of 1954 1986, as amended
through December 31, 1885 1986, shall apply

Sec. 34. Minnesota Statutes 1986, SGCtIOIl 290, 491 is amended to’
read: :

290.491 [TAX ON GAIN; DISCHARGE- IN BANKRUPTCY.]

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

(b)lneemefeah%edea&saleerexehangeeﬁagﬂeultmﬁlpfed&e-
tion property; other real property, or equipment; used in a farm
business that was ewned and eperated by the taxpayer shall be
exempt frem taxation under this chapter if the taxpaver was
insolvent at the time of the sale and the proceeds of the sale were
used selely to discharge indebtedness seered by a mortgage; Hen or

{2} the tetal asscts and any exclusion clatmed under seetion 108 of
the Internal Revenue Code of 1954; as amended throush December
%%detemﬂﬂed}mmedm%elybefweappheaﬂeﬂef%haspa%a-

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

Sec. 35. Minnesota Statutes 1986 sectlon 290.56, subdivision 2, is
amended to read:
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Subd. 2. [CHANGE IN FEDERAL RETURN.] If the amount of
gross income, items of tax preference, deductions, or credits for any
year of any taxpayer as reported to the Internal Revenue Service is
changed or corrected by the Commissioner of Internal Revenue or
other officer of the United States or other competent authority, or
where a renegotiation of a contract or subcontract with the United
States results in a change in gross income, items of tax preference,
deductions, or eredits, such taxpayer shall report in writing to the
commissioner, in such form as the commissioner may require, such
change or correction, or the results of such renegotiation, within 90
days thereafter after the final determination of the c change or
correction, and shall concede the accuracy of such determination or
state wherein it is erroneous. Any taxpayer filing an amended’
federal income tax return shall also file within 90 days thereafter a
copy of such amended return with the commissioner of revenue.

Sec 36. Minnesota Statutes 1986, section 290.92, subdivision 2a,
is amended to read: :

Subd. Za. [COLLECTION AT SOURCE.] (1) [DEDUCTIONS.]
Every employer making payment of wages shall deduct and with-
hold upon such wages a tax as provided in this section.

(2) [WITHHOLDING ON PAYROLL PERIOD.] The employer
shall withhold the tax on the basis of each payroll period or as
otherwise provided in this section.

(3) [WITHHOLDING TABLES.] Unless the amount of tax to be
withheld is determined as provided in subdivision 3, the amount of
tax to be withheld for each individual shall be based upon tables to-
be prepared and distributed by the commissioner. The tables shall be
computed for the several permissible withholding periods and shall
take aceount of exemptions allowed under this section; and the
amounts computed for withholding shall be such that the amount
withheld for any individual during the individual’s taxable year
shall approximate in the aggregate as closely as possible the tax
which islevied and imposed under this chapter for that taxable year,
upon the individual’s salary, wages, or compensation for personal
services of any kind for the employer; and shall take into eonsider-
ation the deduetion allowable under section 290-089; subdivision 3;
&nd the persenal eredits al-lewed against the ta—x

(4) [MISCELLANEOUS PAYROLL PERIOD] If wages are pald
with respect to a period which is not a payroll period, the amount to
be deducted and withheld shall be that applicable in the case .of a
miscellaneous payroll period containing a number of days, including
Sundays and holidays, equal to the number of days in-the period
with respect to which such wages are paid.

(5} [IMISCELLANEOUS PAYROLL PERIOD.] (a) In any case in
which wages are paid by an. emnployer without regard to any payroll
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period or other period, the amount, to be deducted and withheld shall
be that applicable in the case of a miscellaneous payroll period
containing a number of days equal to the number of days, including -
Sundays and holidays, which have elapsed since the date of the last
paymernt of such wages by such employer during the calendar year, or
the date of commencement of employment with such employer
during such year, or January 1 of such year whichever is the later.

(b} In any case in which the period, or the time described in clause
{(a), in respect of any wages is less than one week, the commissioner, -
under rules prescribed by the commissioner, may authorize an -
employer to determine the amount to be deducted and withheld
under the tables applicable in the case of a weekly payroll period, in
which case the aggregate of the wages paid to the employeeduring
the calendar week shall be considered the weekly wages.

{6) [WAGES COMPUTED TO NEAREST DOLLAR.] If the wages
exceed the highest bracket, in determining the amount to be
deducted and withheld under this subdivision, the wages may, at the
election of the employer be computed to the nearest dollar.

(7 [RULES ON WITHHOLDING] The commissioner may, by
rule, authorize employers:

~{(a) to estlmate the wages which will be paid to any employee in
any quarter of the calendar year;

(b} to determine the amount to be deducted and withheld upon
each payment of wages to such employee during such quarter as if
the appropriate average of the wages so estlmated constituted the

actual wages paid; and . .

{c) to deduct and Withhold upon any payment of wages to such
employee during such quarter such amount as may be necessary to
adjust the amount actually deducted and withheld upon wages of
such employee during such quarter to the amount required to be
deducted and withheld during such quarter without regard to this
paragraph (7).

(8) [ADDITIONAL WITHHOLDING.] The commissioner is autho-
rized to provide by rule for increases or decreases in the amount of
withholding otherwise required under this section in cases where
the employee requests the changes. Such additional withholding
shall for all purposes be considered tax requlred to be deducted and
withheld under this section.

(9) [TIPS.] In the case of tips which constitute wages, this
subdivision shall be applicable only to such tips as are included in a
" written statement furnished to the employver pursuant to section
6053 of the Internal Revenue Code of 1954 1986, as amended
through December 31, 1985 1986, and only to the extent that the tax
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can be deducted and withheld by the employer, at or after the time
such statement is so furnished and before the close of the calendar
year in which such statement is furnished, from such wages of the
employee (excluding tips, but including funds turned over by the
employee to the employer for the purpose of such deduction and
withholding) as are under the control of the employer; and an
employer who is furnished by an employee a written statement of
tips (received in a calendar month} pursuant to section 6053 of the
Internal Revenue Code of 1954 1986 as amended through December
31, 1985 1986, to which subdivision 1 is applicable may deduct and
withhold the tax with respect to such tips from any wages of the
employee (excluding tips) under the employer’s control, even though
at the time such statement is furmished the total amount of the tips
included in statements furnished to the employer as having been
received by the employee in such calendar month in the course of
employment by such employer is less than $20. Such tax shall not at
any time be deducted and withheld in an amount which exceeds the
aggregate of such wages and funds as are under the control of the
employer minus any tax required by other provisions of state or
federal law to be collected from such wages and funds,

(10) [VEHICLE FRINGE BENEFITS.] An employer shall not
deduct and withhold any tax under this section with respect to any
vehicle fringe benefit provided to an employee if the employer has so
elected for federal purposes and the requirement of and the defini-
tion contained in section 3402(s) of the Internal Revenue Code of
1964 1986, as amended through December 31, 1985 1986 are
complied with.

Sec. 37. Minnesota Statutes 1986, section 290.92, subdivision 4a,
is amended to read:

Subd. 4a. [TAX WITHHELD FROM NONRESIDENTS.] (1) [
“WAGES” PAID TO NONRESIDENT EMPLOYEES.] For the pur-
poses of this section: The term “wages” means all remuneration
taxable under this chapter’ including all remuneration paid to a
nonresident employee for services performed in this state.

(2) [“EMPLOYER,” “WAGES” AND “EMPLOYEE” CONCERN-
ING NONRESIDENTS.] Notwithstanding any other provision of
this section, under rules to be prescribed by the commissioner of
revenue, for purposes of this section any person having control,
receipt, custody, disposal or payment of compensation taxable under
this chapter and earned by a nonresident for personal services, shall
be deemed an employer, any compensation taxable under this
chapter and earned by a nonresident for personal services shall be
deemed wages, and a nonresident entitled to compensation taxable
under this chapter and earned by the nonresident for personal
services shall be deemed an employee.

When compensation for personal services is paid to a corporation
in which all or substantially all of the shareholders are individual
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entertainers, performers or athletes who gave an entertainment or
athletic performance in this state for which the compensation was
paid, the compensation shall be deemed wages of the individual
entertainers, performers or athletes and shall be subject to the
provisions of this section. Advance payments of compensation for
personal services to be performed in Minnesota shall be deemed
wages and subject to the provisions of this section. The individual;
and not the eorporation; shall be subjeei to the Minnesota income
' tax e provided in this chapter on the compensation for persenal

SeFVIeess

(3) (INONRESIDENTS, EMPLOYER'S DUTY.] The employer of
any employee domiciled in-a state with which Minnesota has
reciprocity under section 290.081 is not required to withhold under
this chapter from the wages earned by such emplovee in this state.

The employee must annually submit to the employer an affidavit
of residency in the form prescribed by the commissioner. The
affidavit must be submitted by the later of

(i) 30 days after the employment date or

(i) August 31 for calendar year 1987 and February 28 for
suF)“equent calendar years..

See. 38. Minnesota Statutes 1986, section 290.92, subdivision 5, is
amended to read:

~ Subd. 5. [EXEMPTIONS.] (1) [ENTITLEMENT.] An employee
receiving wages shall on any day be entitled to claim withholding
exemptlonseqﬁaltethesamenufﬂbef&stheperseﬂalereditsthat
the empleyee is entitled to elaimm under the provisions of seection
280.06; subdivision 3f (mot ineluding these eredits that the
ta*payer—’s spouse may elaimy in a number not to exceed the number
of withholding exemptions that the employee claims and that are
allowable for federal withholding purposes under sectlon n 3402(f) and
(m) of the Internal Revenue Coﬁe of 1986, as amended through
December 31, 1986.

(2) IWITHHOLDING EXEMPTION CERTIFICATE.] The provi-
sions concerning exemption certificates contained in section
3402(H)(2) and (3) of the Internal Revenue Code of 1954 19386, as
amended through December 31, 1985 1986, shall apply.

(3) [FORM OF CERTIFICATE.] Withholding exemption certifi-
cates shall be in such form and contain such information as the
commissioner may by rule prescribe.

h NUMBER MAY BE SAMIES AS THAT FOR EEDERAL PUR-
POSES] Netwithstanding the provisions ef this subdivision; an

]
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employee may eleet to elaim a number not to exceed the number of
ﬁ%hheldmgexemﬁwnsthattheempleyeeel&}msandwh&eh&re
aJ-lewableferﬁedeealwﬁhheld}ngpuﬁesee- -

Sec. 39. Minnesota Statutes 1986, section 290. 92, subd1v1s10n 5a,
is amended to read:

Subd. 5a. [VERIFICATION OF WITHHQLDING EXEMPTIONS,
APPEAL.] (1) An employer shall submit to the commissioner a copy
of any withholding. exemption certificate or affidavit of residency
received from an employee on whlch the employee claims any of the

_ followmg

(a) a total number of withholding exemptions in excess of 4 ten or
a number prescribed by the commissioner, or

(b} a status_that_ would exempt the employee from Minnesota
withholding, including where the employee is a nonresident exempt
from withhelding under subdivision 4a, clause (3), except where the
employer reasonably expects, at the time that the certificate is
received, that the employee’s wages under subdivision 1 from the
employer will not then usually exceed $200 per Week, or

(c) any number of w1thhold1ng exemptions which the employer has
reason to believe is in excess of the number to which the employee is
entitled.

(2) Copies of exemption certificates and affidavits of residency
required to be submitted by clause (1) shall be submitted to the
commissioner within 30 days after receipt by the employer unless
the employer is also required by federal law to submit copies to the
Internal Revenue Service, in which case the employer may elect to
submit the copies to the commissioner at the same time that the
gmployer is required to submit them to the Internal Revenue

ervice , ,

(3) ‘An employer who submits a copy of a withholding exemption
certificate -in accordance with clause (1) shall honor the certificate
until notified by the commissioner that the certificate is invalid. The
commissioner shall mail a copy of any such notice to the employee.
Upon notification that a particular certificate is invalid, the em-
ployer shall not honor that certificate or any subsequent certificate
unless instructed to do so by the commissioner. The employer shall
allow the employee the number of exemptions and compute the
withholding tax as instructed by the commissioner in accordance
with clause (4).

(4) The commissioner may require an employee to verify entitle-
ment to the number of exemptions or to the exempt status claimed
on the withholding exemption certificate or, to verify nonresidency.
The employee shall be allowed at least 30 days to submit the
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verification, after which time the commissioner shall, on the basis of
the best information available to the commissioner, determine the
employee’s status and allow the employee the maximum number of
withholding exemptions allowable under this chapter. The commis-
sioner shall mail a notice of this determination to the employee at
the address listed on the exemption certificate in question or to the
last known address of the employee. Notwithstanding the provisions
of section 290.61, the commissioner may notify the employer of this
determination and instruct the employer to withhold tax in accor-
dance with the detérmination.

However, where the commissioner has reasonable grounds for
believing that the employee is about to leave the state or that the
collection of any tax due under this chapter will be jeopardized by
delay, the commissioner may immediately notify the employee and
the employer, notwithstanding section 290.61, that the certificate is
invalid, and the employer must not honor that certificate or any
subsequent certificate unless instructed to do so by the commis-
sioner. The employer shall allow the employee the number of
exemptions and compute the withholding tax as instructed by the
comimissioner.

(5) The commissioner’s determination under clause (4) shall be
appealable to tax court in accordance with section 271.06, and shall
remain in effect for withholding tax purposes pending disposition of
any appeal.

Sec. 40. Minnesota Statutes 1986, section 290.92, subd1v1smn 6, lS
amended to read:

Subd. 6. [RETURNS, DEPOSITS.] (1)Xa) [RETURNS.] Every
employer who is required to deduct and withhoeld tax under subdi-
vision 2a or 3 shall file a return. with the commissioner for each
quarterly period, on or before the last day of the month following the
close of each quarterly period, unless otherwise prescribed by the
commisgioner. Any tax required to be deducted and withheld during
the quarterly period shall be paid with the return unless an earlier
time for payment is provided. However, any return may be filed on or
before the tenth day of the second calendar month following the
period if the return shows timely deposits in full payment of the
taxes due for that period. For the purpose of the preceding sentence,
a deposit which is not required to be made within the return period,

- may be made on or before the last day of the first calendar month
following the close of the period. Every employer, in preparing a
quarterly return, shall take credit for monthly deposits previously
made in accordance with this subdivision.

. The return shall be in the form and contain the information
prescribed by the commissioner. The commissioner may grant a
reasonable extension of time for filing the return, but ne extension
shall be granted for more than six menths 60 days.
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(b) [ADVANCE DEPOSITS REQUIRED IN CERTAIN CASES.]1 (i)
Unless clause (11) is applicable, if during any calendar month, other
than the last month of the calendar quarter, the aggregate amount
of the tax withheld during that quarter under subdivision'2a or 3
exceeds $500, the employver shall deposit the aggregate amount with
the commissioner within 15 days after the close of the calendar
month. (ii) If at the close of any eighth-monthly period the aggregate
amount of undeposited taxes is $3,000 or more, the employer shall:
deposit the undeposited taxes with the commissioner within three
banking days after the close of the eighth-monthly period. For
purposes of this subparagraph, the term “eighth-monthly period”
means the first three days of a calendar month, the fourth day
through the seventh day of a calendar month, the eighth day
through the 11th day of a calendar month, the 12th day through the
15th day of a calendar month, the 16th day throtigh the 19th day of
a calendar month, the 20th day through the 22nd day of a calendar
month, the 23rd day through the 25th day of a calendar month, or
the portion of a calendar month following the 25th day of the month.

(¢) [OTHER METHODS.] The commissioner may by rule prescribe
other return periods or deposit requirements. In prescribing the
reporting period, the commissioner may classify employers accord-
ing to the amount of their tax liability and may adopt an appropriate
reporting period for each class which the commissioner deems to be
consistent with efficient tax collection. In no event shall the dura-
tion of the reportmg perlod be more than one year.

(2) If less than the correct amount of tax is pa1d to the commis-
sioner, proper adjustments, with respect to both the tax and the
‘amount to be deducted, shall be made, without interest, in the
manner and at the times as the commissioner prescribes. If the
underpayment cannot be. adjusted, the amount of the underpayment
shall be assessed and collected in the manner and at the times as the
commissioner preseribes.

(3) If any employer falls to make and file any return required by
paragraph (1) at the tilne prescribed, or makes and files a false or
fraudulent return, the commissioner shall make for the employer a
return from the commissioner’s own knowledge and from informa-
tion the commissioner obtains through testimony, or otherwise, and
assess a tax on the basis of it. The amount of tax shown on it shall
be paid to the colnmissioner at the times as the commissioner
prescribes. Any return or assessment made by the commissioner
shall be prima facie correct and valid, and the employer shall have
the burden of establishing its incorrectness or invalidity in any
action or proceedmg in respect to it. .

(4) The commissioner, in any case, on having reason to believe that
the collection of the tax provided for in paragraph (1) of this
subdivision, and any added penalties and interest, if any, will be
jeopardized by delay, may immediately assess the tax, whether or




2652 JOURNAL.OF i House [38th Day 7

not the time otherwise prescribed by law for making and filing the
return and paying the tax has expired.

(5) Any assessment under this subdivision shall be made by
recording the liability of the employer in the office of the commis-
sioner in accordance with rules prescribed by the commissioner.
Upon request of the employer, the commissioner shall furmsh the-
employer a copy of the record of assessment.

(6) Any assessment of tax under this subdivision shall be made
within 3% years after the due date of the return requ1red by
paragraph (1), or the date the return was filed, whichever is later. In
the case of a false or fraudulent return or fallure to file a return, the
tax may be assessed at any time. The tax may be assessed within 6%
years after the due date of the return or the date the return was
filed, whichever is later, where the employer omitted withholding
tax from the return which is properly includable therein and the
omitted withholding tax is in excess of 25 percent of the amount of
withholding tax stated on the return.

(7)(a) Except as provided in (b) of this paragraph, eveéry employer
who fails to pay to or deposit with the commissioner any sum or
sums required by this section to be deducted, withheld and paid,
shall be personally and individually liable to the state for the sum or
sums (and any added penalties and interest). Any sum or sums
deducted and withheld in accordance with the provisions of subdi-
vision 2a or 3 shall be held to be a special fund in trust for the state '
of Minnesota.

(b) If the employer, in violation of this section, fails to deduct and
withhold the tax under this section, and thereafter the taxes against
which the tax may bé credited are paid, the tax required to be
deducted and withheld shall not be collected from the employer; but
this does not relieve the employer from liability for any penalties
and interest otherwise applicable for failure to deduct and withhold.

{8) Upon the failure of any employer to pay to or deposit with the
commissioner, within the time provided by paragraph (1), (2), or (3)
of this subdivision, any tax required to be withheld in accordance
with the provisions of sibdivision 2a or 3, or if the commissioner has
assessed a tax pursuant to pardgraph (4), the tax shall become
immediately due and payable, and the commissioner may deliver to
the attorney general a certified statement of the tax, penalties and
interest due from the employer. The statement shall also give the
address of the employer owing the tax, the period for which the tax
is due, the date of the delinquency, and any other information
required by the attorney general. The attorney general shall insti-
tute legal action in the name of the state to recover the amount of
the tax, penalties, interest and costs. The commissioner’s certified
statement to the attorney general shall for all purposes and in all
courts be prima facie evidence of the facts stated in it and that the
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amount shown in it is due from the employer named in the
statement. If an action is instituted, the court shall, upon applica-
tion of the attorney general, appoint a receiver of the property and
business of the delinquent employer for the purpose of impounding
it as security for any judgment which has been or may be recovered.
Any action must be brought within five years after the date of
assessment of any tax under this subdivision.

(8a) The period of time during which a tax must be assessed or
collection proceedings commenced under this subdivision shall be
- suspended during the period from the date of filing of a petition in
bankruptey until 30 days after the commissioner of revenue receives
notice that the bankruptey proceedings have been closed or dis-
missed or the automatic stay has been terminated or has expired.

The suspension of the statute of limitations under this subdivision
shall apply to the person against whom the petition in bankruptcy is
filed and all other persons who may also be wholly or partially liable
for the tax under this chapter. :

(9) Either party to an action for the recovery of anjr tax, interest or
penalties under this subdivision may appeal the Judgment as in
other civil cases. ,

(10) No suit shall lie to enjoin the assessment or collection of any
tax imposed by this section, or the interest and penalties added to it:

Sec, 41. anesota Statutes 1986, section 290 93, subd1v1510n 10 _
is amended to read:

+ Subd. 10. [UNDERPAYMENT OF ESTIMATED TAX.1(1) In the
case of any underpaymeént of estimated tax by an individual, except
" as provided in paragraph (5) or (6), there must be added to and
become a part of the taxes imposed by this chapter, for the taxable
year an amount determined at the rate specified .in section 270.75
" upon the amount of the underpayment for the period of the under-
payment.

" (2) For purposes of the preceding -paragraph, the amount of
underpayment shall be the excess of

(a) the amount of the installment required to be paid over

(b) the amount, if any, of the installment paid on or before the last
day prescribed for such payment.

(3) The period of the underpayment shall run from the date the
installment was required to be paid Lo whichever of the following
dates is the earlier
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(a) The 15th’ day of the fourth month following the close of the
taxable year. ‘

~ (b) With respect to any portion of the underpayment, the-date on
which such portion is paid. For purposes of this subparagraph, a
payment of estimated tax on any installment date shall be consid-
ered a payment of any unpaid required installments in the order in’
which the installments are required to be paid.

(4) The amount of any installment required to be paid shall be 25
percent of the required annual payment except as provided in
paragraph (c). The term “required annual payment” means the
lesser of '

(a) 80 90 percent (66%: percent in the case of farmers referred to in
subdivision b, paragraph (2)), of the tax shown on the return for the
taxable year or 89 90 percent (6625 percent in the case of farmers

referred to above) of the tax for the year if no return is filed, or

(b} The total tax liability shown on the return of the individual for
the preceding taxable year (if a return showing a liability for such
taxes was filed by the individual for the preceding taxable year of 12
months), or

(c) An amount equal to the applicable percentage of the tax for the
taxable year (after dedueting personal eredits) computed by placing
on an annualized basis the taxable income and alternative mini-
mum taxable income for the months in the taxable year ending
before the month in which the instaliment is required to be paid. The
applicable percentage of the tax is 20 22.5 percent in the case of the
first installment, 40 45 percent for the second installment, 60 67.5
percent. for the thlrd “installment, and 80 90 percent for the fourth
installment. For purposes of this subparagraph the taxable income
and alternative minimum taxable income shall be placed on an
annualized basis by

(1) Multiplying by 12 {or in the case of a taxable year of less than
12 months, the number of months in the taxable year) the taxable -
income and alternative minimum taxable income computed for the
months in the taxable year ending before the month in which the
installment is required to be paid. .

(ii) Dividing the resulting amount by the number of months in the
taxable year ending before the month in which such 1nsta1}ment
date falls.

{5) No addition to the tax shall be imposed under this subdivision
_ for any taxable year if:
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(a) the individual did not have any hablhty for tax for: the
preceding taxable year,

(b) the precedmg taxable year was a taxable yvear of 12 months,
- and . o

(¢) the individual was a resident of Mlnnesota throughout the
preceding taxable year.

(6) No addition to the tax shall be imposed under this subdivision
with respect to-any underpayment to the extent the commissioner
determines that the provisions of section 6654(e)(3) of the Internal
* Revenue Code of 1954 as amended through December 31, 1985

apply.

(7) For the purposes of applying this subdivision, the estimated
tax shall be computed without any reduction for the amount which
the individual estimates as the individual’s credit under section
290.92, subdivision 12 (relating to tax withheld at source on wages),
~ and any other refundable credits which are allowed against income
tax liability, and the amount of such credits for the taxable year
shall be deemed a payment of estimated tax, and an equal part of
such amounts shall be deemed paid on each installment date
{determined under subdivisions 6 and 7) for such taxable year,
unless the taxpayer establishes the dates on which all amounts were
actually withheld, in which case the amounts so withheld shall be
deemed payments of estimated tax on the dates on whlch such
amounts were actually withheld.

Sec. 42. Minnesota Statutes 1986, section 290.9726, subdivision 1,
is amended to read:

Subdivision 1. [GENERAIL. RULE.] The gross income of the
shareholders of corporations described in section 290.9725 shall be
computed under the provisions of section 290.01, subdivisiens sub-
division 20 te 29-1'-' .

Sec. 43. Minnesota Statutes 1986, section 290.9726, subdivision 2,
is_ amended to read:

Subd. 2. [CHARACTER OF ITEMS DISTRIBUTED OR CONSID-
. ERED DISTRIBUTED.] The character of any item of income, gain, .
loss, or deduction included in shareholder’s incame, for the period of
time that the shareholder is not a resident of anesota shall be
a8 provaded in section 29017, subdivision 2; determined
as if the item were realized directly. from the source from which it
was realized by the corporation or incurred in the same manner as
incurred by the corporation.
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Sec. 44. anesota Statutes 1986, section 290. 9728, subd1v1swn 4,
is amended to read:

Subd. 4. [TREATMENT OF FAMILY GROUPS.] Any amount of
taxable income apportioned or allocated to a shareholder may be
apportioned reapportioned or aHeeated by the commissioncr be-
t—weeﬁ OF aoRg of the eorporation who are members of
the shareholder’s family. as defined in scetion 200.10; elause (8)
reallocated under the provisions of section 1366(e) of the Internal
Revenue Code of 1986, as amended through December 31, 1986, if
the commissioner determines tﬁt the appertienment or r alloeation
‘# it necessary in order to correctly reflect the value of services
rendered to the corporatmn by the shareholders

Sec. 45. anesota Statutes 1986 section 290.97 4 is amended to
read:

290.974 (RETURN OF 5 CORPORATION.]

Every S corporation shall make a return for each taxable year
during which said election is in effect stating specifically the names
and addresses of all persons owning stock in the corporation at any
time during the taxable year, the number of shares of stock owned by
each shareholder at all times during the taxable year, each
shareholder’s pro rata share of each item of the corporation for the
taxable year, and such other information for the purposes of carrying
out the provisions of sections 290.01, subdivisions-20 19 to 26£ 19b
and 290.9725 as the commissioner may by forms and rules prescr'b__

Sec. 46. Minnesota Statutes 1986, sectlon 4620 11 subd1v1smn 2,
is amended to read:.

Subd. 2. [PROGRAM REQUIREMENTS.] Mortgage credit certif-
icate programs adopted by the city shall comply with all of the
provisions of section 25 of the Internal Revenue Code of 3854; as
amended through July 18; 1084 1986.

Sec. 47. Minnesota Statutes 1986 section 462C.11, subdnnsmn 3,
is amended to read: :

Subd. 3. [CORRECTION AMQUNTS.] Correction amounts deter-
mined by the secretary of the treasury because of the failure of a
mortgage credit certificate program to comply with afederal statute
or regulation shall be assessed pursuant to seetion 4626-09; subdi-
visien B against the amount of qualified mortgage bonds allocated
by chapter 474A fo the issuer which adopted the program. If no
allocation exists or it is less than the correction amount determined
by the secretary of the treasury, then the amount of the correction
amount in excess of the allocation shall be assessed a jalnst the

ultlfam—Ty housing pool.
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 Sec. 48. [LUMP SUM DISTRIBUTIONS]

'If an individual elects to treat a lump sum distribution received
after December 31, 1986 and before March 16, 1987 as if it were

received in taxabTyear 1986 under section 1124 of the Tax Reform
Act of 1986, Public Law Number 99-514, the individual shall treat
the distribution as 1f it were received in taxable year 1986 for
purposes of the lump sum distribution tax imposed under Minnesota

Statutes 1986, section 290.032.

 Sec. 49. [ALTERNATIVE MINIMUM TAX |

~ In taxable yea beginning prior to January 1, 1988, for purposes
of the tax 1mposed by Minnesota Statufes, section 290. 091, section
13208(a) of the Consolidated Omnibus Budget Recon_clhatlon Act of
1985, Public Law Number 99-272 is effective at the same time that'
it is cffective for Tederal income tax purposes. The time limit for
filing a claim or an amended return for the year 1982 shall be the
same as the time provided under section 1896 of the Tax Reform Act

of 1986, Public Law Number 99-514, for the filing of a similar claim
or amended return for federal Qurposes '

Sec. 50. [MINISTERS; MILITARY PERSONNEL]

Mortgage interest and property taxes u by a mlmster or by
military personnel allocable to a Qarsonage allowance or an off base
military allowance are deductible for all taxable years to the exient
. allowed by sectlon 144 of the Tax Reform Act of 1986, Public Law -

Number 99-5 - " K

Sec. 51. [ESTIMATED TAX, EXCEPTION.]

No addition to tax, penalties, or interest may be made under
Minnesota Statutes, section 290.53 or 290.93 for any period before
January 15, 1938 with respect to an underpayment of estimated tax,
to the extent that the underpayment was created or increased l_)l
elimination of the subtractions for MISIOD income, military pay, or
unemployment compensation,

Sec. 52. [INSTRUCTION TO REVISOR.]

- In the next edition of Minnesota Statutes, the revisor of statutes
shall substitute the phrase “Internal Revenue Code of 1986, as
amended through December 31, 1986”7 for the words “Internal
Revenue Code of 1954 as amended thrc through December 31, 1985”
* wherever that phrase occurs in chapters 290, except in sectlon
290.01, subdivision 20, and 201,

© Seec. 53. [REPEALER.]
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Minnesota Statutes 1986, sections 290.01, subdivisions 20a, 20b,
20f, 21, and 24; 290.013; 290.086, subdivigions 3f, 3g, and 11; 290.077,
subdivision 3; 290.079; 290.08; 290.085; 290.088; 290.089; 290.09;
290.12, subdivision 4; 290.139; and 290.9726, subdivisions 3, 5, and

6, are repealed.
Sec. 54. [PURPOSE. ]

It is the intent of the legislature to simplify Minnesota’s income
tax. In order to simplify, many com%licating provisions are repealed
l_)‘% this article and the revenue is used to fund income tax relief. It is
t!

e clear intent of the legislature to eliminate all carryovers and

basis adjustments of these complicating provisions and conform with
federal tax law as quickly as possible. - :

Sec. 55. [EFFECTIVE DATE.]

taxable years beginning after December 31, 1986. Sections 30 and
31 are elfective for taxable years ending after the date of final
enactment. Section 33 is effective August 1, 1986. Sections 35 to 40.

are effective the day after final enactment. Section 41 is effective for
taxable years beginning after December 31, 1987. Section 6 is

ARTICLE 2

BUSINESS AND INSURANCE TAXES

Section 1. Minnesota Statutes 1986, section 60A.13, subdivision
la, is amended to read:

Subd. 1la. In addition, on or before March 1 of each year, an
insurance company, including reciprocal exchanges and fraternal
benefit societies, doing business in Minnesota shall file with the
commissioner of revenue a copy of the annual statement required by
subdivision 1. A company that fails to file a copy of the statement
with the commissioner is subject to the penalties in section 72A.061.

Sec. 2. Minnesota Statutes 1986, section 60A.15, subdivision 1, is
amended to read: ‘

Subdivision 1. [DOMESTIC AND FOREIGN COMPANIES
TIC MUTUALS OTHER THAN LIEE.] On or before April 15, June
15, and December 15 of each year, every domestic and foreign
company, exeept including town and farmers’ mutual insurance
companies and, domestic mutual insurance companies other than




38th Day) Monnay, Aprit 27, 1987 2659

life, and fraternal benefit societies, shall pay to the commissioner of
revenue installments equal to one-third of the insurer’s total esti-
mated tax for the current year based on a sum equal to two percent
of the gross premiums less return premiums on all direct business
received by it in this state, or by its agents for it, in cash or
otherwise, during such year, excepting premiums written for marine -
insurance as specified in subdivision 6. Failure of a company to make
payments of at least one-third of either (a) the total tax paid during
the previous calendar year or(b) 80 percent of the actual tax for the
current calendar year shall subject the company to the penalty and
interest provided in this subdivision section. A forelgn fraternal
benefit society is sublect to the rate of gross premiums tax imposed

on fraternal benefit societies by the state in which it 1s domiciled. A
foreign fraternal beneﬁt soctety 1s domiciled in the state in whiEﬁ it

is 1ncorporated and where its prmcuﬂ offices are located

See. 3. Mlnnesota Statutes 1986 sectwn 60A 199 subchvnsmn 1,is
amended to read: :

Subdivision 1. [EXAMINATION OF BOOKS AND RECORDS.] If.
the commissioner considers it necessary, the commissioner may
examine the books and records of a surplus lines licensee to
determine whether the licensee is conducting business in accor-
dance with sections 60A.195 to 60A.209. For the purposes of facili-
tating examinations, the licensee shall allow the commissioner free -
access at reasonable times to all of the licensee’s books and records
relating to the transactions to which sections 60A.195 to 60A.209
apply. If an examination is conducted, the cost of the examination
shall be paid by the iHSH-PeF surplus line agent or agency.

Sec. 4. Mlnnesota Statutes 1986 section 60A. 199 subd1v1smn 2, 1s
amended to read: :

. Subd. 2. [EXAMINATION -OF RETURNS; ASSESSMENT;’ RE-
FUNDS.] The commissioner of revenue shall, as soon as practicable
after a return required by section 60A.198 is filed, examine it and
make any investigation or examination of the eempany’s licensee’s
records and accounts that the commissioner deems necessary for
determining the correctness of the return. The tax computed by the

- commissioner on the basis of the examination and investigation is
the tax to-be paid by the eempany licensee. If the tax found due is |
greater than the amount reported due on the ecompany’s licensee’s
return, the commissioner shall assess a tax in the amount of the
excess and the whole amount of the excess shall be paid to the-
commigsioner within 60 days after notice of the amount and demand -
for its payment is mailed to the ectapany. licensee by the commis-
sioner. If the understatement of the tax on the rebwrn was false and
fraudulent with intent to evade the tax; the installments of the tax
shewbytheeemp&nyen&ts;etumwh&eh&een&tpa&dsh&ﬁbepmd
to the stote treasurer within 60 days after notice of the amount
thereof and demand for payment is mailed to the company by the -
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eommissiorer If the amount of ‘the tax:found due by the commis-
sioner is less than that reported due on the eempany’s licensee’s
return, the excess shall be refunded to the eempeany licensee in the
manner provided by this section; exeept that ne demand therefor is
neeessaﬁtiftheﬁdaeleefthetaﬁhaebeenpmderereétedagamst
any installment thereof. No refund shall be made except as
provided in this section after the explratlon of 312 years after the
filing of the return .

If the commissioner examines- returns of a eempaﬁy licensee for
more than one year, the commniissioner may issue one order covering
the several years under consideration reﬂectlng the aggregate
refund or additional tax due. -

The notices and demands provided for by this section shall be in
the form the commissioner determines, including a statement, and
shall contain a brief explanation of the computation of the tax and
shall be sent by mail to the eompany licensee at the address given in
#ts 'on the return. If the address is not given, then they will be sent
to the last known address.

At the request of the commlssmner of revenue, the commissioner
of commerce may examine and mvestigate the- returns under section
60A.198 that the commissioner of revenued_sugnates The commis-
sioner of commerce shali report tothe commlssmner of revenue the

sloner of revenue.

Sec. 5. Mlnnesota Statutes 1986 section GOA 199, subd1v1smn3 is
amended to read:

Subd. 3. '{FAILURE TO FILE; FALSE OR FRAUDULENT RE-
TURN.] If any esmpany licensee required by section 60A.198 to file
any return fails to do so within thé time prescribed or makes,
willfully or otherwise, an incorrect, false, or frandulent return, # the
licensee must, on the writien demand of the commissioner of
revenue, file the return, or corrected return, within 60 days after the
mailing of the written demand and at the same time pay the whole
tax, or additional tax, due on the basis thereof. If the company
licensee fails within that time to file the return, or corrected return,
the commissioner shall make for it a return, or corrected return,

_from personal knowledge and from the information obtainable
through testimony, or otherwise, and assess a tax on the basis
thereof. The tax assessed, less any paymeénts theretofore made on

“account of the tax for the taxable year covered by the return, must be
paid within 60 days after the commissioner has mailed to the

¥ licensee a written notice of the amount thereof and
demand for #s payment. Any return or assessment made by the
commissioner on account of the failure of the esmpany licensee to
make a return, or a corrécted return, is prima facie correct and valid,
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and the eompany licensee has the burden of establishing its incor-
rectness or invalidity in any action or proceeding in respect thereto,

Sec. 6. Minnesota Statutes 1986 section 6OA. 199 subdivision b, is
amended to read:

Subd. 5. {INTENT TO EVADE TAX; PENALTY.] If any eempany
licensee with intent to evade the tax imposed by this chapter, fails to
file any return required by this chapter or with such intent files a
false or fraudulent return there shall also be imposed on it a penalty
as provided in section 290.53, subdivisicm 3.

Sec. 7. anesota Statutes 1986 sectlon 60A.199, subdivision 7, is
amended to read:

Subd. 7. [COLLECTION OF TAX.] The tax required to be paid by
gection 60A.198 may be collected in any ordinary action at law by
the commissioner of revenue against the esmpany licensee. In any
action commenced pursuant to this section, upen the filing of an
affidavit -of default, the court administrator of the distriét court
wherein the action was commenced shall enter judgment for the
state for the amount demanded in the complaint together with costs
and disbursements.

Sec. 8. Minnesota Statutes 1986, section 60A. 199 subd1v1smn8 is
amended to read:

,Subd. 8. [REFUND PROCEDURE; TIME LIMIT; APPROPRIA-
TION.] A esmpany licensee which has paid, voluntarily or other-
wise, or from which there was collected an amount of tax .for any
vear in excess of the amount legally due for that year, may file with
the commissioner of revenue a claim for a refund of the excess.
Except as provided in subdivision 3, no claim or refund shall be
allowed or made after 32 years from the date prescribed for filing
the return (plus any extension of time granted for filing the return
but only if filed within the extended time) or after two years from the
date of overpayment, whichever period is longer, unless before the
expiration of the period a claim is filed by the eompany licensee. For
this purpose, a return or amended return claiming an overpayment
constilutes a claim for refund.

Upon the filing of a claim the commissioner shall examine the
same it, shall make and file written findings thereon denying or
allowing the claim in whole or in part, and shall mail a notice
thereof to the eompany licensee at the address stated upon the
return. If the claim 1s allowed in whole or in part, the commissioner
shall issue a certificate for a refund of the excess paid by the
eompany licengee, with inferest at the rate specified in section
270.76 computed from the date of the payment of the tax until the
date the refund is paid or credit is made to the eempany licensee.
The commissioner of finance shall cause the refund to be paid as
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other staté moneys are expended. So much of the proceeds of the
taxes as is necessary are appropriated for that purpose.

Seec. 9. Minnesota Statutes 1986, section 60A.199, subd1v1smn 9,18
‘amended t0 read:

Subd. 9. [DENIAL OF CLAIM; COURT PROCEEDINGS.] If the
claim is denied in whole or in part, the commissioner shall mail an
order of denial to the eompany licensee in the manner prescribed in
this section. An appeal from this order may be taken to the
Minnesota tax court in the manner prescribed in section 271.06, or
the eempany licensee may commence an action against the commis-
sioner to recover the denied overpayment. The action may be
brought in the district court of the district in which lies the county
of its principal place of business, or in the district court for Ramsey
county. The action in the district court shall be commenced within
18 months following the mailing -of the order of denial to the
esmnpany licensee. If a claim for refund is filed by a eempany licensee
and no order of denial is issued within six months of the filing, the
compan¥ licensee may commence an action in the district ¢ourt as in
the case of a demal, but the action must be commenced within two
years of the date that the claim for refund was filed. :

Sec. 10. Minnesota Statutes 1986, section 60A.199, subdivision
10, is amended. to read:

. Subd. 10. [CONSENT TO EXTEND TIME.] If the commissioner
and the eompany licensee have, within the periods prescribed in
sabdivisien 1 by this section, consented in writing to any extension
of time for-the assessment of the tax, the period within which a claim
for refund may be filed, or a refund,_may be made or allowed, if no
claim is filed, is the period within which the commissioner and the
company licensee have consented to an extension for the assessment
of the tax and six months thereafter, the period within which a claim
for refund may be filed shall not expire prlor to two years after the
tax was paid.

Sec. 11. Mlnnesota Statutes 1986, sectlon 60A.199, subdivision
11, is amended to read:

_ Subd. 11. [OVERPAYMENT; REFUNDS.] If the amount deter-

mined to be an overpayment exceeds the taxes imposed by section
60A.198, the amount of excess shall be considered an overpayment,
An amount paid as tax shall constitute an overpayment even if in
fact there was no tax Liability w1th respect to which the amount was
paid.

Notwithstanding any: other provision of law to the contrary, in the
case of any overpayment the commissioner, within the applicable
period of limitations, shall refund any balance of more than $1 to the

eompany $10 if the eompany licensee so requests.
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Sec. 12. anesota Statutes 1986, section 60A.209, subdivision 1,
is amended to read:

Subdivision 1. [AUTHORIZATION; REGULATION.] A resident
of this state may obtain insurance from an ineligible surplus lines
insurer in this state through a surplus lines licensee. The licensee
shall first attempt to place the insurance with a licensed insurer, or
if that is not possible, with an eligible surplus lines insurer. If
coverage is not obtainable from a licensed insurer or an eligible
surplus lines insurer, the licensee shall certify to the commissioner,
on a form prescribed by the commissioner, that these attempts were
made. Upon obtaining coverage from an ineligible surplus lines
insurer, the licensee shall: ,

(a) Have printed, typed, or stamped in red ink upon. the face of the
policy in not less than 10 point type the following notice: “THIS
INSURANCE IS ISSUED PURSUANT TO THE MINNESOTA
SURPLUS LINES INSURANCE ACT. THIS INSURANCE IS
PLACED WITH AN INSURER THAT IS NOT LICENSED BY THE
STATE NOR RECOGNIZED BY THE COMMISSIONER OF COM-
MERCE AS AN ELIGIBLE SURPLUS LINES INSURER. IN CASE
OF ANY DISPUTE RELATIVE TO THE TERMS OR CONDITIONS
OF THE POLICY OR THE PRACTICES OF THE INSURER, THE -
COMMISSIONER OF COMMERCE WILL NOT BE ABLE TO
ASSIST IN THE DISPUTE. IN CASE OF INSOLVENCY, PAY-
MENT OF CLAIMS IS NOT GUARANTEED.” The notice may not
be covered or concealed in any manner; and

(b) Collect from the insured approprlate premium taxes and report
the transaction to the commissioner of revenue on a form prescribed
by the commissioner. If the insured fails to pay the taxes when due,
the insured shall be subject to a civil fine of not more than $3,000,
plus accrued interest from the inception of the i insurance.

Sec 13. Minnesota Statutes 1986 sectmn 60A 209, subd1v131on 3,
15 amended to read:

Subd. 3. [DUTY TO REPORT.] Each msured in this state who
procures, causes to be procured, or continues or renews insurance
- with an ineligible surplus lines ingurer or any-self-insurer in this
state who procures or continues excess of loss, catastrophe, or other
| insturance upon a subject of insurance resident, located, or to be
© performed within this state, other than insurance procured pursu-
ant to section 60A.201 or subdivision 1 of this section shall file a
written report regarding the insurance with the commissionerof
reventie on forms prescribed by the commissioner of revenue and
furnished to the insured upon request. The report shall be filed -
_ within 30 days after the date the insurance was procured, continued,
or renewed and shall be accompanied by the tax on the premiums of

two percent The report shall show all of the followmg
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(a) The name and -address of the insured;
(b) The name and address of the insurer;
“ {¢) The slubject of the ineuranee;
dy A general description of the ceverag‘e' -

(e) The amount of premium currently charged for the insurance;
and ‘ ‘

(H Any addltmnal pertment 1nf0rmat10n reasonably requested by
’ the Comml.SSlOI]eI' Of revenue.

Sec 14. anesota Statutes 1986 sectlon 60A. 24 is amended to
read :

- G60A.24 [EXEMP’I‘IONS FROM INSURANCE LAWS OF THIS
STATE ] : .

- The following are exempt from all insurance laws of the state
- except for laws dealing with taxation: All organizations listed in

section 64B.38 of the laws relating to fraternal beneﬁerary assoeia-
tions benefit societies.

Sec. 15. Minnesota Statutes 1986, section 60C.06, is amended by
adding a subdivision to read: .

Subd. [SURCHARGE ] () The plan of operatlon adopted
pursuant to section 60C.07 must require each member insurer to
recoup over a reasonable length of {ime a sum reasonably calculated
to recoup the assessments paid by the member insurer under this
article by way of a surcharge on premiums charged for insurance

policies to which this chapter applies.

(b) The amount of a _nrx surcharge must be separately stated on
either a billing or po 1cy declaration sent to an insured. The
association shall determine the rate of the surcharge and the
collection peried for each category and these are mandatory for all
member insurers of the association who write business in those

categories.

{c) The f Qperatlon may permit a member insurer to omit
collection o t e surcharge from its insured when the expense of
collecting the surcEarge would exceed the amount of the s urchagge
However, nothing in this section shall relieve the member insurer of |

its obligation to recoup the amount of the surcharge othermse
collectlﬁie .
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Sec. 16. Minnesota Statutes 1986, sectlon 64B.39, subdlws1on4 is
amended to read:

Subd. 4. [RESERVE; TAXATION.] Every association may create
and maintain a reserve fund for that purpose and shall be held to be
an institution of public charity, and shall be exempt from payment of
any taxes for state, county, or municipal purpoeses, except that the
real estate of the association.shall be taxed as other real estate in
the state and the association shall be subject to the  gross premiums .
tax 1mposed by section GOA 15.

Sec. 17. Minnesota Statutes 1986, sectlon 67A 11, subd1v1s1on 3.1s
amended to read

Subd. 3. [ANNUAL STATEMENT) (a)} On or before March first,
following the end of each fiscal vear, the president and the secretary
shall file with-the commissioner a verified statement of the entire
business and condition of the company, which statement shall
contain such data and information in reference to the business of the
preceding fiscal year as shall be required by the commissioner

(b} On or before March 1 of each year, the president and secretary
shall also file with the commissioner of revenue a copy of the verified
_statement required by paragraph (a). Failure to file the statement on -
or before March 1 will subject tiTle company to a penalty of $10 a da
_p_ to a maximum of $100. .

Sec. 18. Minnesota Statutes 1986, section 69.011;'subdivision 1,is
amended to read:

Subdivision 1. [DEFINITIONS.] Unless the language or context
clearly indicates that a different meaning is intended, the following
words and terms shall for the purposes of this chapter and chapters
423, 423A, 424 and 424A have the meanings ascribed to them:

* (a) “Commissioner” means the commissioner of revenue.

 (b) “Municipality” means any home rule charter or statutory city,
organized town or park district subject to chapter 398, and the
University of Minnesota. , ,

o

(¢} “Minnesota Firetown Premium Report” means a. form pre-
gcribed by the commissioner containing space for reporting by -
insurers of fire, lightning, sprinkler leakage and extended coverage
premiums received upon risks located or to be performed in this
gtate less return premiums and dividends.

(d) “Firetown” means the area serviced by any municipalitjr
having a qualified fire department or a qualified incorporated fire
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department having a subsidiary volunteer ﬁreﬁghters rellef associ-
ation.

(e) “Assessed property valuation” means latest available assessed -
value of all property in a taxing jurisdiction, whether the property is
subject to taxation, or exempt from ad valorem taxation obtained
from information which appears on abstracts filed with the commis-
sioner of revenue or equalized by the state board of equalization.

(f) “Minnesota Aid to Police Premium Report” means a form
prescribed by the commissioner for reporting by each fire and
casualty insurer of all premiums received upon direct business
received by it in this state, or by its agents for it, in cash or
otherwise, during the preceding calendar year, with reference to
insurance written for insuring agdinst the perils coritained in auto
- liability-bodily injury; aute liabiity-preperty damage; and aute
physical damage insurance coverages as reported in.the Minnesota
business -schedule of the fire and e&suawlty insurance eompanies
annual financial statement which each insurer is requ1red to file
with the commissioner in accordance with the goverumg laws or
rules less return premiums and d1v1dends

(g) “Peace officer” means any pers@n;

'(i)r'whose primary source-.of iﬁcortié derived from wages i_.S-fI’.()I-il
direct employment by a municipality or county as a law enforcement
officer on a full-time basis of not less than 30 hours per week;

(2) who has been employed for ﬁ'mmlmum of six months prlof to
Decembeér 31 preceding the date of the current year’s cert1ﬁcatmn
pursuant to subdivision 2, clause (b)

(3) who is sworn to enforece the general eriminal laws of the state
and local ordinances; :

(4) who is licensed by the peace of.’ﬁcers standards and tralmng ,
board and is authorlzed to arrest with a Warrant and :

(5) who is a member of a local police relief association to which
section 69.77 applies or the public employees police and fire fund.

-(h) “Full-time equivalent number of peace officers providing
contract service” means the integral or fractional number of peace’
officers which would be necessary to provide the contract service if

-all peace officers providing service were employed on a full-time
basis as defined by the employmg unit and the municipality receiv-
ing the contract service. ‘
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(i) “Retirement benefits other than a service pension”™ means eny
disbursement authorized pursuant to sectlon 424A.05, subdivision
3, clauses (2), (3).and (4).: ‘

() “Municipal clerk, muniCipal clerk-treasurer or county -auditor”
means the person who was elected or appointed to the specified.
position or, in the absence of the person, another person who is*
designated by the applicable governing body. In a park district the
clerk is the secretary of the board of park district commissioners. In
the case of the University of Minnesota, the clerk is that ofﬁaal

-designated by the board ‘of regents.

Sec 19. Mlnnesota Statutes 1986 sectlon 69 011, subdivision 2, 1s'
. amended to read:

" Subd. 2. [QUALIFICATION FOR FIRE OR POLICE STATE AID J

(a) In order to qualify to receive fire state aid, on or before July 1, .. -

annually, in conjunction with the financial report required, pursuant

to section 69.051, the clerk of each municipality having a duly

- organized fire depa_rtment as provided in subdivision 4, or the
secretary of each independent mnonprofit firefighting corporation
having a subsidiary incorporated firefighters’ relief association .
whlchever Is applicable, and the seeretary and the treasurer of the

¢ relief asseeiation fire chief, shall jointly certify the
existence of the mimicipal fire de department or of the independent

nonprofit firefighting corporation, whichever is applicable, which .

meets the minimum qualification requirements set forth in this
subdivision, and the fire personnel and equipment of the. municipal.
fire department or the independent nonprofit firefighting corpora-
tioh as of the preceding December 31. Certification shall be made to
the commissioner on a form prescribed by the commissioner and
shall include any other facts the commissioner may require. The
certification shall be made to the commissioner in duplicate. Each
- copy of the certificate shall be duly executed and deemed an original,
The commissioner shall forward one copy to the auditor of the county
wherein the fire department is located and retain one copy.

(b) On or before July-1 annually the clerk of each municipality
having a duly organized police department and having a duly
incorporated relief association shall certily that fact to the county
auditor of the county where the police départment is located and to
the commissioner on a form prescribed by the commissioner together
" with the other facts the.commissioner or auditor may require.

On or before July 1 annually, the clerk of each municipality and
the auditor of each county employing one or more peace officers as
defined in subdivision 1, clause (h), shall certify the number of such
peace officers to the commissioner on. forms prescribed by the
commissioner. Credit for officers employed less than a full year shall
be apportioned. Each full month of employment of a qualifying
officer. during the-calendar year shall entitle the employing munic-
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ipality or county to credit for 1/12 of the payment for employment of
a peace. officer for the entire year. For purposes of sections 69.011 to.
69.051, employment of a peace officer shall commence when the
peace officer is entered on the payroll of the respective municipal
police department or county sheriff’s department. No peace officer
. shall be included in the certification of the number of peace officers
by more than one municipality or county for the same month,

"~ Sec. 20 anesota Statutes 1986 sectlon 69.021, subd1v1smn 1,1is
amended to read:

Subdivision 1. [MINNESOTA FIRETOWN PREMIUM REPORT
AND MINNESOTA AID TO POLICE PREMIUM REPORT.] The
commissioner of revenue shall, at the time of mailing ennual -
stateraent apd tax forms, send blank copies of the Minnesota
Firetown Premium Report and when applicable the Minnesota Aid

. to Police Premium Report to each insurer, including township and
farmers mutual insurance companies licensed to write insurance as
described in section 69.011, subdivision 1, clauses (¢) and (f) in this

.. state.  These reports shall contain space for the insurers name,

address, gross premiums less return premiums, dividends, net
premiums, certlﬁcatlon and other facts the commlsswner may

require. S .

See. 21 Mlnnesota Statutes 1986 sectlon 69.021, subdivision 2, is
amended to read

Subd‘. 2. [REPORT OF PREMIUMS.] Each insurer, including
township and farmers mutual insurers where applicable, shall
return to the commissioner of eotameree with its annual financial
statement the reports described in subdivision 1 certified by its
gecretary and president or chief financial officer. The Minnesota
Firetown Premium Report shall contain a true and accurate state- -
ment. of the total premium for all gross direct fire, lightning, and
sprinkler leakage insurance of all domestic mutual insurers and the
total premiums for all gross direct fire, lightning, sprinkler leakage

- and extended coverage insurance of all other insurers, less return
premiums and dividends received by them on that business written
or done during the preceding calendar year upon property located
within the state or brought into the state for temporary use. The fire

- and extended coverage portion of multiperil and multiple peril

package premiums and all other combination premiums shall be
determined by applying percentages determined by the commis-

. sioner of eemmeree or by rating bureaus recognized by the commis-
sioner of eemmeree. The Minnesota Aid to Police Premium Report
shall contain a true and accurate statement of the total premiums,
less return premiums and dividends reeeived, on all direct business
received by such insurer in this state, or by its agents for it, in cash
or otherwise, during the preceding calendar year, with reference to

“insurance written for perils described in section 69.011, subdivision
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1, clause (f), except that domestlc mutual i insurance compames shall
not file a report.

Eaehmsufefshall:maddihenteﬁlmgwﬁhtheeeﬁmﬂss&enefef

Sec 22. anesota Statutes 1986 section 69 021, subd1v1smn 3, is
amended to read:

Subd. 3. [PENALTY FOR FRAUDULENT, INCORRECT, INCOM-
PLETE RETURNS AND LATE FILING OF REPORT WiTH THE
COMMISSIONER Ok COMMERCE. ] When it appears to the com-
missioner of eemymeree that any insurer has made an incomplete or
inaccurate report the comimissioner ef eemmeree shall return the
report and demand that a complete and accurate report.be filed. If

the insurer fails to file.a report by on or hefore March 1, annually, ex
mtthOdaysa&erdem&ndbytheeemmﬁs&eﬁerefeemmere&the
insurer shall be liable and shall pay $25 for each seven days
delinquent or fraction thereof not to exceed $200. If the insurer fails

tofile a corrected report within 30 days after demand, the insurer Is

" Tiable for the penalties provided in this subdivision f'oT knowmgl_z
filing an inaccurate or false report. .

Any insurer who knowingly makesand files an inaccurate or false
- report. shall be liable to'a fine of not less than $25 nor more than
$1,000 and the commisgsioner of commerce may revoke the insurer's
certlﬁcate of’ authorlty

Any person whose duty it is to make the report who fails or refuses
to make it within 30 days after notification by the commissioner of
‘eomneree shall be fined not more than $1,000. Failure of the insurer
to receive a reporting forni shall not excuse the insurer from filing
the repol‘t : ,

Sec: 23. Minnesota Statutes 1986 section 69, 54 is amended to
read: :

69.54 [SURCHARGE ON PREMIUMS TO RESTORE DEFI-
CIENCY IN SPECIAL FUND.] '

The commissioner shall order and direct a surcharge to be col-
- lected of two percent of the fire, llghtmng, ‘and sprinkler leakage
gross premiums, less return premiums, on ail -direct business re-
ceived by any licensed foreign or domestic fire insurance company on
property in this city of the first class, or by its agents for it, in cash
or otherwise. This surcharge shall be due and payable from these
companies to the state treasurer, in equal installments; on March 15,
May 15, and November 15 of each calendar year, and if not pald
within 30 days after these dates, a penalty of ten percent shall
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accrue thereon and thereafter this sum and penalty shall draw
interest at the rate of one percent per month until pa1d

Sec 24 anesota Statutes 1986 sectlon 69 55, is amended. to
read . .

69. 55 [WARRANT ON STATE TREASURER]

The commissioner of ﬁnance semlannually after July 315 1854; by
July 31 and December 31 of each year shall issue and deliver to the
treasurer of the relief association in sueh each city a warrant upon
the state treasurer for an amount equal to,the total amount of the
-surcharge on the premiums within the city theretofore so collected
and transmitted to the state treasurer by these insurance compa-
nies. There is hereby appropriated out of any meney in the general
fund mthest&tetfeasuwﬂetethemseapprepﬂatedsuehsuﬂasas
may;- frem time to ti-me— be the amount necessary to pay these )
warrants . _ .

- Sec. 25. Minnesota Statutes 19886, sectlon 79, 34 subd1v1s10n 1, is
amended to read:

Subdivision 1. A nonprofit association known as the workers’
' compensation reinsurance association is created, which may be
incorporated under chapter 817 with all the powers of a corporation
. formed under that chapter, except that if the provisions of that
. chapter are inconsistent with sections.79.34 to 79.40 or any amend-
ments thereto, sections 79.34 to 79.40 shall govern. Each insurer as
defined by section 79.01, subdivision 2, shall as a condition of its
authority to transact workers’ compensation insurance in this state,
be a member of the reinsurance association and shall be bound by
the plan of operation of the reinsurance association; provided, that
all affiliated insurers within a holding company system as defined in
sections 60D.01 to 60D.13 shall be considered a single entity for
purposes of the exercise of all rights and duties of membership in the
" reinsurance association. Each self-insurer approved pursuant to
section 176.181 and each political subdivision which self-insures
shall, as a condition of its authority to self-insure workers’ compen-
sation liability in this state, be a member of the reinsurance
_ association and shall be bound by its plan of operation; provided,
that (a) all affiliated companies within a holding company system,
as determined by the commissioner in a manner consistent with the
standards and definitions in sections 60D.01 to 60D.13, shall be
considered a single entity for purposes of the exercise of all rights
and duties of membership in the reinsurance association, and (b) all -
group self-insurers granted authority to self-insure pursuant to
section 176.181 shall be considered a single entity for purposes of
the exercise of all the rights and duties of membership in the
reinsurance association. As-a condition of its-authority to self-insure
workerg’ compensation liability, and for losses incurred on or after
January 1, 1984, the state shall be a member of the reinsurance
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agsociation and is bound by its plan of operation. The commissioner
of labor and industry represents the state in the exercise of all the
rights and duties of membership in the reinsurance association. The
state treasurer shall pay the premium to the reinsurance association
from the state compensation revolving fund upen warrants of the
commissioner of labor and industry. For the purposes of this section
“state” means the administrative branch of state government, the

legislative branch, the judicial branch, the University of Minnesota, - '

and any other entity whose workers’ compensation liability is paid
from the state revolving fund. The commissioner of finance may
calculate, prorate, and charge a department or agency the portion of
premiums paid to the reinsurance association for employees who are
paid wholly or in part by federal funds, dedicated funds, or special
revenue funds. The reinsurance association is not a state agency.
Actions of the reinsurance association and its board of directors and
actions of the cominissioner of labor and industry with respect to the
reinsurance association are not subject to chapters 13, 14, and 15.

The reipsurance association is cxempt from taxation uﬂdef the faws
of this state and All property owned by the association is exempt
from taxation. The reinsurance association is not obligated to make
any payments or pay any assessments to any funds or pools estab-
lished pursuant to this chapter or chapter 176 or any other law.

Sec. 26. Minnesota Statutes 1986, section 79.34, is amended by
adding a subdivision to read:

Subd. 1a. The direct funded premium 1 received l_)z the reinsurance
association is subject to the gross premium tax ‘imposed by section
60A.15. Only direct funded premium Eaxment \ts made o the reinsur-
ance association by self-insurers approved Bursuant to section
176.181 and each political subdivision that self-insures s shall be .
subject to the gross premiums tax.

Sec 27 anesota Statutes 1986 section 176.129, is amended by
adding a subdivision as follows:

Subd. 5a. With respect Lo an amount agsessed pursuant to this
section, an employer may reduce the amount assessed by reimburse-
ments which are owed o the employer for benefits paid for injuries

occuring in the calendar year preceding the assessment year pursu-
ant to sections 176.131 and 176.132 of this chapter. .

Sec. 28. Minnesota Statutes 1986, section 176A.08, is amended to
read:

176A.08 [EXEMPTION FROM AND APPLICABILITY OF CER- '
TAIN LAWS.]

The fund shall not be considered a state agency for any purpose
including, but not limited to, chapters 13, 14, 15, 15A, and 43A.
However, the fund shall be subject to sections 179A.01 to 179A.25.
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The insurance operations of the fund are subject to all of the
provisions of chapters 60A and 60B. The commissioner of commerce
has the same powers with respect to the board as the commissioner
bas with respect to a private workers’ compensation insurer under
chapters 60A and 60B. The fund is considered an insurer for the
purposes of chapters 60C, 72A, 79, and 176. The fund is subject to
the same tax liability as a mutual insurance company in this state

 pursuant to section 60A.15; subdivision 2. As a condition of its

authority to transact business in this state the fund shall be a
member of the workers’ compensation reinsurance association and is
bound by its plan of operation.

Sec. 29. Minnesota Statutes 1986, section 273 1313, SllblelSlOl’l 2, .
is amended to read:

Subd 2. TPROGRAM.] (a} The governing body of any municipality
which contains a designated enterprise zone as provided by section
273.1312 shall by resolution establish a program for classification of
new property or improvements to existing property as employment
property pursuant to the provisions of this section. Applications for
classification under the program shall be filed with the municipal
clerk or auditor in a form prescribed by the commissioner, with
additions as may be prescribed by the municipal governing body.
The application shall contain, where appropriate, a legal description
of the parcel of land on which the facility is to be situated or
improved; a general description of the facility or improvement and
its proposed use, the probable time schedule for undertaking any
~ construction or imiprovement, and information regarding the mat-

ters referred to in paragraph (d); the market value and the assessed
value of the land and of all other taxable property then situated on
- it, according to the most recent assessment; and if the property is to
be improved or expanded, an estimate of the probable cost of the new
comnistruction or improvement and the market value of the new or
improved facility (excluding land) when completed.

(b) Upon receipt of an application the municipal clerk or auditor,
subject to any prior approval required by the resolution establishing
the program, shall furnish a copy to the assessor for the property and
to the governing body of each school district and other public body
authorized to levy taxes on the property, and shall publish a notice
in the official newspaper of the time and place of a hearing to be held .
by the governing body on the application, not less than 30 days after
the notice is published, stating that the applicant, the assessor,
representatives of the affected taxing authorities, and any taxpayer
of the municipality may be heard or may present their views in’
writing at or before the hearing. The hearing may be adjourned from
time to time, but the governing body shall take action on the

“application by resolution within 30 days after the hearing. If
disapproved, the reasons shall be set forth in the resolution, and the
applicant may appeal to the commissioner within 30 days thereafter,
but only on the ground that the determination is arbitrary, in
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relation to prior determinations as to classification under the
program, or based upon a mistake of law. If approved, the resolution
shall include determinations as to the matters set forth in para-
graph (d), and the clerk or auditor shall transmit it to the commis-
sioner.

{¢) Within 60 days after receipt of an approved application or an
appeal from the disapproval of an application, the commissioner
shall take action on it. The commissioner shall approve each
application approved by the governing body on finding that it
complies with the provisions of this section. If the commissioner.
disapproves the application, or finds grounds exist for appeal of a
disapproved application, the commissioner shall transmit the find-
ing. to the governing body and the applicant. When grounds for
appeal have been determined to exist, the governing body shall
reconsider and take further action on the application within 30 days
after receipt of the commissioner’s notice and serve written notice of
the action upon the applicant. The applicant, within 30 days after
receipt of notice of final disapproval by the commissioner or the
governing body, may appeal from the disapproval to a court of
competent jurisdiction.

" (d) In the case of enterprise zones qualifying pursuant to section

273.1312, subdivision 4, paragraph (c), clause (1), an application
shall not be approved unless the governing hody finds and deter-
mines that the construction or improvement of the facility:

{1}is reaSOnably likely to creale new employment or prevent a loss
of employment in the municipality, .

(2) is not likely to have the effect of transferring existing employ-
ment. from one or more other municipalities within the state;

(3) is not likely to cause the total market value of employment
property within the municipality to exceed five percent of the total
market value of all taxable property within the municipality; or if it
will, the resulting limitation upon the increase of the assessed value
of all taxable property within the municipality, considering the
amount of additional municipal services likely to be required for the
employment property, is not likely to substantially impede the
operation or the financial integrity of the municipality or any other
public body levying taxes on property in the municipality; and

(4) will not result in the reduction of the assessed value of existing
property within the municipality owned by the applicant, through
abandonment, demolition, or otherwise, without provision for the
restoration of the existing property within a reasonable time in a
manner sufficient to restore the assessed valuation.

{e) In the case of enterprise zones qualifying pursuant to section
273.1312, subdivision 4, paragraph (¢), clause (3), an application for
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assessment as employment property under section 273.13, subdivi-
sion 24, paragraph (b), or for a tax reduction pursuant to section
273.1314, subdivision 9, may not be approved unless the governing
body finds and determines that the construction or improvement of
the facility is not likely to have the effect of transferring existing
employment from one or more other municipalities within the state.

" '(f) All participating enterprise zone municipalities must submit,
with "each application from businesses that previously have not
received enterprise zone credits, a written multiyear enterprise zone
tax credit distribution plan. The plan must set forth: (1) the
maximum amount of credits to be drawn over the five year allowable
period; and (2) the maximum amount of state tax credits to be drawn
each of those five years, and whether the form will be in tax credits
or refunds. . ' : .

. (g) Within 90 days of final enactment of this act, all participating
enterprise zone municipalities must submit a written multiyear
enterprise zone tax credit distribution plan. The plan must specify
the maximum amounts of state tax credits previously approved
business applicants are eligible to receive in each of the remaining
years for which credits have been authorized. The commissioner may
only approve requests for state tax credits from a business that is
included in an enterprise zone municipality’s written multiyear
enterprise zone lax credit distribution plan and thal meets the
requirements established in sections 273.1312 to 273.1314. The
commissioner may not approve any request for state tax credits from
a business that exceeds the amount set forth in an enterprise zone
municipality’s multiyear enterprise zone tax credit distribution plan
for that business entity for that year. .

Sec. 30. Minnesota Statutes 1986, section 273.1313, is amended by
adding a subdivision to read: :

Subd. 2a. [APPLICATION DUE DATES.] To be eligible to receive
tax reductions, the deadline for consideration of all applications

from businesses that previously have not received enterprise zone
credits is March 21, 1987. All applications from businesses which
previously have not received enterprise zone credits must have been
submitted fo the municipal clerk or auditor by March 21, 1987, and
the public hearing must be completed by June 19, 1987. The receipt
date for all applications submitted to the municipality from busi-

nesses that previously have not received enterprise zone credits
must be certified by the municipal. clerk. The certification must be
notarized. The requirements of section 273.1313, subdivision 2,
paragraphs (f) and (g), apply to all applications submitted pursuant *
to this section. _ :

The provisions of this subdivision do not apply to enterprise zones
designated pursuant to section 273.1312, subdivision 4, clause (c}(3)
(relating to. border city enterprise zones).
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Sec. 31. Minnesota Statutes 1986, section 273.1314, subd1v1smn
10, is amended to read:

‘Subd. 10. [RECAPTURE.] Any business which (a) receives tax
reductions authorized by subdivision 9, classification as employment
property pursuant to section 273.1312, or an alternative local
contribution under -subdivigion 6; and (b) ceases -to operate its
facility located within the enterprise zone within two years after the
~ expiration of the tax reductions shall repay the amount of the tax
reduction or local contribution pursuant to the following schedule: -

s . Repayment
Termination of Operations o .- Portion
Less than 6 months - 100 percent
6 months or more but less than 12 months 75 percent
12 months or more but less than 18 months 50 percent

- 18 months or more but less than 24 months 25 percent

The repayment must be paid to the state to the extent it repre-
sents a tax reduction under subdivision 9 and to the municipality to
the extent it represents a property tax reduction or other local
contribution. Any amount repaid to the state must be credited to the'

" amount certified as available for tax reductions in the zone pursuant
to subdivision 8. Any amount repaid to the municipality must be
used by the municipality for economic development purposes.

The commissioner of revenue may seek repayment of tax credits
from a business ceasing to operate within an enterprlse Zone,

Sec. 32. Minnesota Statutes 1986, section 273.1314, is amended by
adding a subd1v151on to read:

Subd. 10a. [INTEREST.] When tax credits aillowed under subdivi-
sion- 9 result in an overpayment t within the meaning of section
290.50, the excess Lo be refunded to the taxpayer shall bear interest
_at the amount specified in section 270.76, computed from 90 da
after (1) the due date of i the return or (2) the date on wh1ch

Sec. 33. Mlnnesota Statutes 1986 sectlon 290.01, subd1v1510n4 is
amended to read:.

Subd. 4. [CORPORATIONS ] The term ¢ corporatmn” sha]l include
" joint stock companies and corporations existing under the laws of -
any state or country; partnerships, limited or otherwise, the orga-
nization of which is not interrupted by the death of a general partner
or by a change in the ownership of the general partner’s participat--
ing interest, and the management of which is centralized in one or
more persons acting in a representative capacity; associations (other
than ordinary partnerships) and common-law trusts organlzed or
conducted for proﬁt and financial institutions. _
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Sec. 34. Minnesota Statutes 1986, section 290.01, is amended by
adding a subdivision to read: C

Subd. 4a. [FINANCIAL INSTITUTION.] (a} “Financial institu-

tion” means:

(1} a holding company;

(2) any regulated financial corporation; or

(3) any other corporation organized under the laws of the United
States or organized under the laws of this state or any other state or
country that is carrying on the business of a financial Institution.

(b) “Holdingg companF” means any corporation registered under
the Federal Bank Holding Company Act of 1956, as amended, or

registered as a savings and loan ho[jin__gcompany under the Federal

ational Housing Act, as amended.

(c) “Regulated financial corporation” means an institution, the
deposits or accounts of which are insured under the Federal Deposit
- Insurance Act or by the Federal Savings and Loan Insurance
Corporation, any institution which is a member of a Federal Home
Loan Bank, any other bank or thrift institution incorporafed or
organized under the laws of a state or any foreign country which is
engaged in the ‘business of receiving deposils, any corporation
organized under the provisions of United States Code, title 12,
“sections 611 to 631 (Ed§e Act Corporations), and any agency of a
foreign depository as defined in United States Code, title 12, section
3101, ' : ‘

(d) “Business of a financial institution” means:

(1) the business that a regulated financial corporation may be
authorized to do under state or federal law or the business that its
_subsidiary 1s authorized to do by the proper regulatory authorities;

(2) the business that any corporation organized under the author-
ity of the United States or organized under the laws of this state or

any other state or country does or has authority to do which 1s
substantially similar to the business which a corporation may be

created to do under chapters 46 to 55 or any business which a
corporation or its subsidiary is authorized to do by those laws; or

(3) the business that any corporation organized under the author-
ity of the United States or organized under the laws of this state or
any other state or does or has authority to do if the

countr;y does or has the
corporation derives more than 50 percent of ifs gross income from
lending activities (including discounting obligations) in substantial
competition with the businesses described in clauses (1) and (2). For
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purposes of this clause the computation of of the gross income of a
corporation does not include income from n nonrecurring, extraordi-

nag items.

Sec. 35, Minnesota Statutes 1986, section 290.01, subdivision 5 s
amended to read: -

Subd. 5. [DOMESTIC AND FOREIGN CORPORATIONS.] The
term “domestic” when applied to a corporation means a corporation
- created or organized in Minnesota or under its laws; and the term
“foreign” when thus applied means a corporation other than a
domestic corporation. The existence of any demestic ecrperation
shal—lbedeemedtheexefe}seby}tefthepﬂwlegeefe*}stmgasa
eorporation; the grant lo any foreign corporation of the right to
engage n transacting loeal business within this state shall be
deemedtheg%aﬂtteitefthepmﬂegeef&ansaetmgsuehbusmess

" shall be deemed the transaction of such business within this state in
eorporate or organized form-

Sec. 36. Minnesota Statutes 1986, section 290.01, is amended by
adding a subdivision to read:

Subd. 19¢. [CORPORATIONS:; ADDITIONS TO FEDERAL TAX-
ABLE TNCOME.] For corporations, there shall be added to federal
taxable income:

(1) the amount of any deduction taken for federal income tax
purposes for i income, excise, or franchise taxes based on net income
or related minimum taxes paid by the corperation to Minnesota,
another state, a pohtlcal subdivision of of another state, the District of
Columbia, or any foreign country or possession of the United States;

(2) interest upon obligations of: the United States, its possessions,
its agencies, or 1ts instrumentalities to the extent the obligations
are not subject to federal tax; the state of Minnesota or any other
state, any of its political or gevernment_l subdivisions, any of ils
mumc1paht1es or any of ils governmential agencies or instrumen-
talities; or the District of Columbia;

3) exempt interest d1V1dendS as defined in section 852(b)(5) of the
Internal Revenue Code

(4) the amount of any windfall proﬁts tax deducted under section
164 or 47T of the Iniernal Revenue Code;, '

(5) the amount of any net operating loss deduction taken for
federal income-tax purposes under section 172 of the Internal
Revenue Code;
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(6) the amount of any special deductions taken for federal income
tax purposes under sections 241 to 247 of the Iniernal F Revenue
Code

(7) losses from the business of mining, as defined in section

290 05, subdivision 1, clause {a), that are not subject to Minnesota
* income tax;

(8) the amount of a any capital losses deducted for federal income
tax purposes under sections 1211 and 1212 of the Internal Revenue
Code;

(9) the amount of any charitable contributions deducted for federal
income tax purposes under section 170 of the Internal Revenue
Code;:

(10) the exempt foreign trade income of a foreign sales corporation
under sections 921(a) and 221 of the Internal Revenue Code of 1986,
as amended through December 31, 1986; -

(11) the amount of percentage depletlon deducted under sections
611 through 614 and 291 of the Internal Revenue Code of 1986, as

amended through December 31, 1986; and

(12) for certified pollution control facilities placed in service in a
taxable year beginning before December 31, 1986, and for which
amortization deductions were elected under section 169 of the
Internal Revenue Code of 1954, as amended through December 31,
1985, the amount of the a amortlzatlon deduction allowed in comput-

ing federal taxable income for those facilities.

Sec. 37. Minnesota Statutes 1986, section 290. 01 is amended by
adding a subdivision to read:

‘Subd. 19d. [CORPORATIONS; MODIFICATIONS DECREASING
FEDERAL TAXABLE INCOME.] For corporations, there shall be
subtracted from federal taxable income after the increases pr0v1ded
in subdivision 19c:

- :

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

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

(3) a _z dividend (not 1nc1udi any dlstrlbutlon in ligquidation)
aid within the taxable year by a national or state bank to the
United States, or to any lnstrument.aﬁﬁ/ of the United States exempt
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from federal income taxes, on the preferred stock of the bank owned
by the United States or the instrumentality; ‘

(4) amounts disallowed for intangible drilling costs due to differ-
ences between this chapter and the Internal Revenue Code in
taxable years beginiing Eefore January 1, 1987, as follows:

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

(ii) to the extent the disallowed costs are not represented by

hysical property, an amount equal to the allowance for cost deple-
- tion under Minnesota Statutes 1986, section 290.09, subdivision §;

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

" (i) capital loss carrybacks shall not be allowed; and

(ii) a capital loss carryover to each 6_f the 15 taxable years
succeeding the loss year shall be allowed; .

(6) an amount for interest and expenses relating to income not
taxable for federal income tax purposes, if (i) the income 1s taxable
under this chapter and (i1} the interest and expenses were disallowed
< as deductions under the provisions of section 265 or 291 of the
Tnternal Revenue Code of 1986, as amended through December 31,
1986 in computing federal taxable income; B

(7) in the case of mines, oil and gas wells, other natural deposits,
and timber for which percentage depletion was disallowed pursuant .
to section 36, clause (10), a reasonable allowance for depletion based
on actual cost. In the case of leases the deduction must be appor-
tioned befween the lessor and lessee in accordance. with rules
%res_cribed by the commissioner. In the case of property held in trust,
the allowable deduction musi be apportioned between the income
beneficiaries and the trustee in accordance with the pertinent

rovisions of the trust, or if there is no provision in the instrument,
on the basis of the trust’s income allocable to each; _

(8) for certified pollution control facilities placed in service in a
taxable year beginning before December 31, 1986 and for which
amortization deductions were elected under section 169 of the
Internal Revenue Code of 1954, as amended through December 31,
1985, an amount equa]—t_o the allowance for depreciation under
Minnesota Statufes 1986, section 290.09, subdivision 7.
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Sec. 38. Minnesota Statutes 1986, Section,ZS0.0i, is amended by
adding a subdivision to read: ' ‘ ' L

Subd. 19¢. IDEPRECIATION MODIFICATIONS FOR CORPORA-
TIONS.| In the case of corporations, a modification shall be made for
the accelerated cost recovery system. The allowable deduction for the
accelerated cost recovery system is the same amount as provided in
section: 168 of the Internal Revenue Code with the following modi-
fications for taxable years beginning after December 31, 1986:

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

(2) for property placed in service after December 31, 1987, no

modification shall be made; 7 .

(3) for E:rogertz laced in service after July 31, 1986, and before
January ‘I, 1987, for which the taxpayer elects the “deduction
pursuant to section 203 of the Tax Reform Act of 1986, Public Law
Number 99-514, and for property placed in service after Decem-
ber 31, 1986, @_é before January 1, 1988, 15 percent of the allowance
pursuant to section 168 of the Internal Revenue Code of 1986 shall

~ not be allowed;

(4} for property placed in service after December 31, 1980, and
before January 1, 1987, for which the taxpayer elects to use the
straight line method provided in section 168(i3)(3), {0)12), or 1) or
a method provided in section 168(e)(2) of the Internal Revenue Code
of 1986, as amended through December 31, 1985, but excluding
property for which the taxpayer elects the deduction pursuant to
section 203 of the Tax Reform Act of 1986, Public Law Number
99-514, the modifications provided in clauses (1) and (2} do not

“apply; .

(5) for grogter%z subject to the modifications contained in clauses
(1) and (3} and Minnhesota Statutes 1986, section 290.09, subdivision
.7, clause (¢}, the following meodification shall be made after the
enfire amount of the allowable deduction has been allowed for

federal tax purposes for that property under the provisions of section
168 of the Internal Revenue fgoae of 1986, as amended through
December 31, 1986. The remaining depreciable basis in those assets
for Minnesota purposes, inciuding the amount of any basis reduction
to reflect the investment tax credit for federal purposes under
sections 48(q) and 49(d) of the Internal Revenue Code of 1936, as
amended .tE(roﬁg"_h December 31, 1986, shall be a depreciation
allowance computed using the straight line method over the follow-

ing number of years:
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(i) three-year property, one year;

(ii) five-year and seven-year property, two years;

(iii) ten-year property, five years;

{iv) all other property, seven years;

(6) for property placed in service after December 31, 1987, the
remaining depreciable basis for Minnesota purposes that is attrib-
utable to the basis reduction for federal purposes lo reflect the
investment tax credit under sections 48(q) and 43(d) of the Internal

Revenue Code of 1986, as amended through December 31, 1986, =

shall be allowed as a deduction in the first taxable year after the
entire amount of the allowable deduction for that pro%f_artz under the
provisions of section 168 of the Internal Revenue Code of 1986, has
been allowed, except that where the straight line method provided in
section 168(b)(3) is used, the deduction provided in this clause shall
be allowed in the TJast taxable year in- which an allowance for
depreciation 1is allowed for that property; -

(7) for qualified timber property for which the taxpayer made an -

- election under section 194 of the Infernal Revenue Code of 1986, the
remaining depreciable basis for Minnesota purposes 1s allowed as a
deduction in the first taxable year after the entire allowable deduc-
tion has been allowed for federal tax purposes;

. (8) the basis of property to which section 168 of the Internal
Revenue Code applies shall be its basis as provided in this chapter
including the mo'alﬁcations provided in this subdivision a_n_é in
Minnesola Statutes 1986, section 290.09, subdivision 7, paragraph
(c). The recapture tax provisions provided in sections 1245 and 1250
of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1986, apply but shall be calculated using the basis provided

in the preceding sentence; and

(9) the basis of an asset acquired in an exchange of assets,
including an involuntary conversion, is the same as its federal basis
under the provisions of the Internal Revenue Code of 1986, except
that the difference in basis due to the modifications in this subdivi-
sion and in Minnesota Statutes 1986, section 290.09, subdivision 7,

_paragraph (c), shall be a deduction as provided 1in clause (5).-

Sec. 39. Minnesota Statutes 1986, section 290.01, is amended by
adding a subdivision to read: Lo e

Subd. 19f, [BASIS MODIFICATIONS AFFECTING GAIN OR
LOSS ON DISPOSITION OF PROPERTY.] (a) For individuals,
estates, and trusts, the basis of property is iis adjusted basis for
federal income tax purposes except as set forth in paragraphs (f) and
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%gl For corporations, the basis of property is its adjusted basis for
ederal income tax %ugposes, without regard to the time when the

_property became subject to tax under this chapter or to whether
out-of-state losses or Items of tax preference with respect to the
..property were not deductible under this chapter, except that the

mogiﬁcations to the basis for federal income tax purposes set forth in
paragraphs (b) to (j) are allowed to corporations, and the resulting
modifications to federal taxable income must be made in the year in

which gain or loss on the sale or other disposition of property is
recqgni'ze . - ; :

~{b) The basis of property shall not be reduced to reflect federal
_ investment tax credit. L - , '

{c) The basis of property subject to the accelerated cost recovery
gystem under section 168 of the Internal Revenue Code shall be
modified to refléct the modifications in depreciation with respect to
the property provided for in subdivision 19e. For certified pollution
* control facilities for which amortization deductions were electe

“under section 169 of the Internal Revenue Code of 1954, the basis of

the property must be increaseddlgx the amount of the amortization
- deduction not previously allowed under this chapter.

- (d} For property acquired before January 1, 1933, the basis for
computing a gain is the fair market value of the property as of that
date. The ioasis for determining a loss is the cost of the property to

epletio

the taxpayer less any depreciation, amortization, or n,

" actually sustained before that date. If the adjusted cost exceeds the
fair market value of the property, then the basis is the adjusted cost
regardless of whether there is a gain or loss, = ,

(e) The basis shall be diminished by the allowance for amortiza-
tion of bond premium if an election to amortize was made pursuant
to Minnesota Statutes 1986, section 290.09, subdivision 13, and the
allowance could have been deducted by the taxpayer under this
chapter during the period of the taxpayer’s ownership of the prop-

_(P) For assets placed in service before January 1, 1987, corpora-
tions, partnerships, or individuals engaged In the business of
mining ores other than iron ore or taconite concentrates subject to
the occupation tax under chapter 298 must use the occupation tax
basis of property used in that business.

{g) For assets placed in service before January 1, 1990, corpora-
tions, partnerships, or individuals engaged in the business of
mining iron ore or tacohite concentrates’subject to the occupation
tax under chapter 298 must use the occupation tax basis of property
used in that f)]usmEsE T T o
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-(h) In applying the provisions of sections 301(c}3)(B}), 312(f) and
(g), and 316(a)(1) of the Internal Revenue Code of 1986, as amended -
through December 31, 1986, the dates December 31, 1932, and
January 1, 1933, shall be substituted for February 28, 1913, and

March 1, 1913, respectively. T

(1) In applying the provisions of section 362(a) and (¢) of the
Internal Revenue Code of 1986, as amended through December 3T,
1986, the date December 31, 1956, shall be substituted for June 22,

1954. ‘

() The basis of property shall be increased by the amount of
intangible drilling costs not previously allowed due to differences
between this chapter and the Internal Revenue Code.

(k) The adjusted basis of any corporate pariner’s interest in a
parinership is the saine as the adjusted basis for federal income tax
purposes modified as required to reflect the basis modifications set
forth in paragraphs (b} to (j). The adjusted basis of a partnership in
which the partner is an individual, estate, or trust ts the same as the .
adjusted basis for federal income tax purposes modified as required

to reflect the basis modifications set forth in paragraphs (/) and (g).

(I) The modifications contained in paragraphs (b) te (j) also apply
to the basis of property that is determined by reference to the basis
of the same properly in the hands of a different taxpayer or by
reference to the Easis of different property. .

Sec. 40. Minnesota Statutes 1986, section 290.01, subdivision 22,
is amended to read:

- Subd. 22. [TAXABLE NET INCOME:] For tax years beginning
after December 31, 1986, the term “taxable net income” means:

(1) for resident individuals the same as net income;

2 f_oz individuals who were not residents of Minnesota for the
entire year, the same as net income except that the tax is imposed

only on the Minnesota apportioned share of that income as deter-
mined pursuant to section 290.06, subdivision 2c, paragraph (f),

(3) for all other taxpayers, the part of net income that is allocable
to Minnesota by assignment or apporitionment under one or more of
sections 280.17, 75, 290.20, 290.35, and 290.36. i

For tax years beginning before January 1, 1987, the term “taxable
net income” means the net income assignable to this state pursuant
to sections 290.17 to 290.20. For corporations, taxable net income is
then reduced by the deductions contained in section 290.21. -
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Sec. 41. Minnesota Statutes 1986, section 290.01, is amended by
. adding a subdivision to read:

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

. (1) for individuals, estates, and trusts, the same as taxable net
income;

(2) for corporations, the taxable net income less

(i1} the dividends received deductlon under sectlon 290, 21 subdi-
vision L 4; and

(i1} the charitable contrlbutlon deduction under section 290.21,
subdivision 3.

Sec. 42. [290.014] [JURISDICTION TO TAX IN GENERAL.]

Subdivision 1. |[RESIDENT INDIVIDUALS.] All net income of
remdent 1nd1v1duals is subject to tax under this chapter

Subd 2. [NONRESIDENT INDIVIDUALS.] Income of nonresi-
dent individuals is subject to tax under this chapter and nonresident
individuals are subject to the return ﬁllng requirements under this

chapter to the extent that the income is:

(1) allocable to this state under section 290.17, 75, or 290 20;

(2) taxed to the individual under the Internal Revenue Code of
1986, as amended through December 31, 1986, (or not. taxed under
the nternal Revenue Code by reason of its character but of a
character which is taxable under this chapter) in the individual’s
capacity as a beneficiary of an estate with income E_lrocable to this
state under section 290.17, 75, or 290.20 and the income, taking into into
account the income character provisions of section 662(b) of the
Internal Revenue Code of 1986, as amended through December 31, -
1986, would be allocable to thls state under section 290.17, 75, or
290.20 if realized by the individual directly from the source from
Whlch realized by (he estate;

(3) taxed to the individual under the Internal Revenue Code of
1986, as amended through December 31, 1986, (or not taxed under
the Internal Revenue Code by reason of its character bul of a
character that is taxable under this chapter) in the individual’s
capacity as a beneficiary or grantor or other person treated as a
su%stantlal owner of a trust with income allocable fo this state
under section 290.17, 75, or 290.20 and the income, akmg nio

o I
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account the income character provisions of section- 652(b) 662(b}, or
664(b} of the Internal Revenue Code of 1986, as amended through
December 31, 1986, would be allocable to o this state under section
290.17, 75, or 290. 20 if realized by the individual dlrectly from the
source from whach reahzed by the trust -

4) taxed to the individual under the Internal Revenue Code of
1986, as amended through December 31 31, 1986, (or not taxed under
the Internal Revemie Code by reason of lts characier but of a

character which is taxable under this chapter) in the individual’s

capacity as a limifed or general pariner in a partnership with
income allocable to this state under section 290.17, 75, or 290.20 and
the income, taking into account the income character provisions of
" section 702(B) of the Internal Revenue Codé of 1986, as amended -
through December 31, 1986, would be allocable to this siate under
section 290.17, 75, or 290.20 if realized ]?X the individual directly

from the source from which realized by the Qartnersﬁlg or

(5) taxed to the individual under the Internal Revenue Code of
1986, as amended through December 31, 1986, (or not taxed under
the Internal Revenue Code by reason of its character but of a

character which 1s taxable under this chapter) in the indiv idual’s
“capacity as a shareholder of a corporation having a valid election In
effect under section 1362 of the Internal Revenue Code of 1986, as

account the income character pr(msmn_T section . 1366(b) of the
Internal Revenue Code of 1986, as amended through December 31,
1986, would be allocable fo this state under section 290. 17, 75, or
290, 20 if realized by the individual directly from the source from

which realized by the ¢ oggoratmn

“Subd. 3. [TRUSTS AND ESTATES 1 Trusts and estates, whether
resident or nonresident, are subject to the return ﬁhng requirements
under this chapter and ‘the income of trusts and estates 1 subject to
tax under this chapter to the extent that the income of the trust or

estate is: 18:

(1) allocable to this state under section 290.17, 75, or 290.20;

(2 taxed to the trust or estate under the Internal' Revenue Code of

Tuternal Revenue Code of 1986, as amended through December 31,
1986, would be allocable fo this state under section 290, 17, 75, or
290.20 if realized by the trust or beneficiary estate directly f rom th_
source from which realized by the dlstnbutlng estate;
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(3) taxed to the trust or estate under the Internal Revenue Code of
1986, as amended through December 31, 1986, (or not taxed under
the Internal Revenue Code by reason of its character but of a
character which is taxable under this chapier) in its capacity as a
beneficiary or grantor or other person treated as a a substantial owner

of a trust with income aIlocab e to thlS state “under section 290 17,

character prov131ons of section 652(b), 662(b), or 664(b) of the
Internal Revenue Code of 1986, as amended through December 31,
1986, would be allocable to ﬂlg state under section 290.17, 75, or

990.20 if realized by the beneficiary trust or estate direcily from t the
source from which realized by the dlstrlbutlng trust; _

(4) taxed to the trust or estate under the Internal Revenue Code of
1986, as amended through December 31, 1986, (or not taxed under
the Internal Revenue gode by reason o_f its character but of a
character which 1s taxable under this chapter) in its capacity as a
" Timited or general partner in a partnership with income allocable to
this state under section 290.17, 75, or 290.20 and the income, taking
into account the income character provisions of section 702(b) of the
Internal Revenue Code of 1986, as amended through December 31,
1986, would be allocable to this state under section 290.17, 75, or |
990.20 if realized by the trust or estate directly from the source from -

which realized by the p: partnershlp or .

(B) taxed to the trust or estate under the Internal Revenue Code of
1986, as amended through Deécember 31 1986, (or not taxed under
the Internal Revenue Code by reason n of its characte But of a

shareholder of a corporation havmg a valid election in effect under
section 1362 of the Internal Revenue Code of 1986, as amended
through December 31, 1986, and income allocable to thls state under

Revenue Code of 1986, as amended through December 31, 1986,

_ would be al Tocable to thls state under section 290.17, 75, or 290 20 1f '
realized by the trust or estate directly from the source: rce from which
realized by the corporation.

Subd. 4. [PARTNERSHIPS] Partnershlgg are not subject to tax
under this chapter but are subject to the return filing requirements
under this chapter and their partners are subject to tax under this
chagte on their shares of partnership income t_o ﬂlg extent that El_lg
income of the partnership is: ‘

[4))] alloc’able to.this state under section 290.17, 75 or 290_20:

(2) taxed to the Eartnershlp under the Internal Revenue Code of
1986, as amended through December 31, 1986, (or not taxed under
the Internal Revenue Code b reason m of 1ts character but of a
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- beneficiary of an estate with income allocable to this state under,
section 290.17, 75, or 290.20 and the income, taking into.account the

income character provisions of section 662(b) of the Internal Reve-
nue Codé 0f 1986, as amended through-December 31, 1986, would be
allocable to this state under section 290.17, 75, Q£_2§0.20 if realized
by thé partnership directly from the source from which realized by

the estate; - -

' (3) taxed to‘the partnership under the Internal Revenue Code of ..
1986, as amended through December 31, 1986, {or not taxed under -
the Internal Révenue i%ode by reason of its character but of a
character which is taxable unﬁzer this chapter) in its capacity as a

" beneficiary or grantor or other person treated as a substantial owner -

o of a trust with income allocable to this state under section 290.17, -
.75, or 290.20 and the income, taking into account the income.

character . provisions of section 652(b), 662(b), or 664(b) of the
Internal Revenue Code of 1986, as amended through December 31,
1986, would be allocable to this state under section 290.17, 75, or
290.20 if realized by the partnership directly from the source from
which realized by the trust; or

' {4) taxed to the partnership under the Internal Revenue Code of -
1986, as amended through December 31, 1986, {or not taxed under
the: Internal Revenue Code by reason of its character, bui of a
character which is taxable under this chapter) in ils capacity as a. -
Iimited or general partner in a partnership with income allocable to
this state under section 2980.17, 75, or 290.20 and the income, taking
into account the ihcome character provisions of section 702( l;) of the -
- Internal Revenue Code of 1986, as amended through December 31,
1986, would be allocable to this state under section 290.17, 75, or
290.20 if realized by the second tier partnership directly from the
- source {from which realized by the first tier partnership. o

Subd. 5. [CORPORATTONS.] A corporation having a valid election
in effect under section 1362 of the Internal Revenue Code of 1986, as
amended through December 31, 1986, is not subject to tax under this
- chaptér, except as provided in section 290.9725, but its shareholders
are, and it is subject to the return filing requirements under this
chapter. Other corporations are subject to the return filing require-
. ments and to tax under this chapter if the corporation so exercises

its franchisé as to engage in such contacts with this state as to cause
part of the income of the corporation to be: »

~ (1) allocable to this state under section 290.17, 75, 290.20, 290.35,‘ _
. or290.36; - ‘ o

(2) taxed to the co oration under the Internal Revenue Code of
1986, as amended through December 31, 1986, (or not taxed-under
the Internal Revenue Code by reason of its character but of a

character which is taxable under this chapter) in its capacity as a
~ beneficiary of an estate with income allocable to this state under
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section 290,17, 75, or 290.20 and the incomé, taking into account the -
income ¢character provisions of section 662(b) of the Internal Reve-
nue Code of 1986, as amended through December 31, 1986, would be
allocable to this state under section 290.17, 75, or 290.20 if realized -
_XE the corporation directly from the source from which realized by.

. the estate; ‘ o - . T T

~ . {(3) taxed to the corporation under the Internal Revenue Code of
1986, as amended through December 31, 1986, (or not taxed under

' the Internal Revenue Code by Treason of its character bui of a
character which 1s taxable under this chapter) In its capacity as a
beneficiary or grantor or other person treated as a substantial owner

of a trust with income allocable to this state under section-290.17, .. -

' 75, or 290.20 and the income, taking into account the income

character provisions of section 652(b), 662(b), or 664(b) of .the

Internal Revenue Code of 1986, as amended through December 31,
1986, would be allocable to this state under section 290.17, 75, or

990.20 if realized by the corporation directly from the source from
which realized by the trust; or R . S

(4) taxed to the corporation under the Internal Revenue Code of -

1986, as amended through December 31, 1986, (or nol taxed under
the Internal Revenue Code by reason of -its character but of.a
character which is taxable under this chapter) in its capacity as'a
limited or general partner in a partnership with income allocable to .
this state under section 290.17, 75, or 290.20 and the income, takin,
into account the Income character provisions of section 702(b) of the
Internal Revenue Code of 1986, as amended through December 31,
1986, would be allocable fo this state under section 290.17, 75, or
290.20 if realized by the corporation directly. from the source from
which realized by the partnership. ; ‘

Sec. 43. [290.015) fMINIMUM CONTACTS REQUIRED FOR
JURISDICTION TO TAX TRADE OR BUSINESS)] =~ = . -

Subdivision 1. [GENERAL RULE.] A person, other than a resi-
dent individual, that conducts a trade or business with iis principal
place of business outside of Minnesota is subject to the taxes
imposed by this chapter with respect to that trade or business to the
extent provided 1n this section if the trade or business makes sales
or receives other income that is assig%-!able or apportionable to this
state under section 290.17, 75, 290.20, 290.35 or 290.36 without
regard to physical presence in this state, except as provided in
suihivision 2. Activities that subject a person to tax under this
" chapter include, but are not imited to: ,

- (1) having a place of business in this state; ‘

(2) having emplolees;_ ‘representatives, or indépendent contractors’
conducting business activities in this state; -
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(3) regularly selling products or services of any kind or nature to
customers in this state who receive the product or service in this
state; :

(4) regularly soliciting business from potential customers in this
state; :

(5) performing services in this state;

(6) regularly engaging in transactions with customers in this state
that involve intangible property and result in income flowing to the
person from within this state; or - '

deposits from customers in this state.

(7) if a financial ingtitution, regularly soliciting and receiving

Subd. 2. [PRESUMPTION.] A person shall be presumed, subject
to rebuttal, to be engaged in regular solicitation within this state if
it conducts transactions described in subdivision 1 with 20 or more
residents of this state during any tax period or, if a financial

- institution, if the sum, of its assets and the absolute value of its
deposits attributable to sources within this state equals or exceeds
$5,000,000. Assets and deposits must be attributed to sources within
this state by applying the principles established under section 75.

-Subd. 3. [EXCEPTION ] Notwithstanding subdivision 1, a person
is not subject to tax under this chapter if the person is engaged in
the business of selling tangible personal property and taxation of
that person under this chapter is precluded by Public Law Number
86-272, United States Code, title 15, sections 381 to 384.

Subd. 4. [LIMITATTIONS.] This section shall not be deemed to (a)
subject a trade or business to any regulation, including any tax, of
any local unit of government or subdivision of this state if the trade
of business does not own or lease tangible or real property located
within this state and has no employees or independent contractors

resent in this state to assist in the carrying on of the business; or
(13

} exclude a trade or business from the filing requirements of the

notice of business activities report under section 84." :

- Subd. 5. [DETERMINATION AT ENTITY LEVEL.] Determina-
tions under this section with respect to trades or businesses con-
- ducted by a partnership, trust, estate, or corporation with an
election in effect under section 1362 of the Internal Revenue Code, or
-any other entity, the income of which is or may be taxed to its owners
or beneficiaries shall be made with respect to the entity carrying on
the trade or business and not with respect to owners or beneficiaries
of the trade or business, the taxability of which under this chapter

shall be determined under section 42,
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~ Sec. 44. Minnesota Statutes 1986, section 290.02, 15 amended to
read;

290 02 [EXGISE FRANCHISE TAX ON CORPORATIONS; M- -
POSIION; MEASUREMENT MEASURED BY NET INCOME.]

An annual exeise franchise tax s hefeby fmpesed upon every
demestie eorporation for the privilege of existing as a corporation
during any part of its taxable year; and upon every foreign eorpora-
tion deing business within this state; exeept these me-l&ded warthin
seetion 200.03; including but not limnited to railread companies for
thegmnteeitefthepﬂaﬂlegeef#ansaeemgerﬁeftheaetuﬂl
part of its taxable year, in corporate or organized form on the
_ exercise of the corporate franchise to engage in contacts with this
state that produce gross income attributable to sources within This
state 1s imposed upon every corporation, domestic and foreign, that
s0 exercises its franchise during the taxable year.

Contacts within this state do not include transportation in inter-
state or foreign commerce, or both, by means of ships navigaling
within or through waters that are made international for navigation
purposes by any reatz or agreement to which the United States isa

party.

The tax so imposed shall be measured by such corporations’
taxable ret income and alternative minimum tax base for the
taxable year for which-the tax is imposed, and computed in the
manper and at the rates pl‘()Vlded in this chapter.

Sec 45. anesota Statutes 1986 section 290. 03, is amended to
read:

290. 03 [INCOME TAX IMPOSITION CLASSES OF TAXPAY—
ERS] - :

An annual tax for each taxable year, computed in the manner and’
at the rates hereinafter provided, is hereby imposed upon the
‘taxable net income for such year of the following classes of taxpay-
ers: 7 - :

(1) Foreign corporations net taxoable under seetion 290.02 which
own preperty within fhis state or whese business within this state
dﬂﬂﬁgehetaxab%eyeareemstsexel&swe}yeﬁfereigneemmefee—
mterst&aiaeeemmefe&efbeth-

Busmessw%hnthestateshaﬂﬂetbedeemedtemelﬂde&aﬂs—_
portation in interstate or forcign commeree; o both; by means of
WWW%M%M%MW‘
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Heﬁalferﬂawg&aenpmesesbyaﬂyﬂeatyof&gfeemeﬁ%tewh}eh
theUH}tedSb&besis&p&PE_xyL

2} Resident and nonre31dent individuals;

(3} (2) Estates of decedents dylng domiciled w1th1n or w1th0ut thls
state

(4} (3) Trusts (except those taxable as corporations) however
‘created by residents or nonresidents or by domestic or foreign
corporations. .

Sec 46. Minnesota Statutes 1986, gsection 290.05, subdivision 1, is
amended to read:

- Subdivision 1. The following corporations, individuals, estates,
trusts, and organizations shall be exempted from taxation under
this chapter, provided that every such person or corporation claiming
exemption under this chapter, in whole or in part, must establish to -
the satisfaction of the commissioner the taxable status of any
income or activity:

(a) corporations, individuals, estates, and trusts engaged in the
business of mining or producing iron ore and other ores the mining
or production of which is subject to the occupation tax imposed by
section 298.01; but if any such corporation, individual, estate, or :
trust engages in any other business or activity or has income from
any property not used in such business it shall be subject to this tax
computed on the net income from such property or such other
business or activity. Royalty tas defined in seetion 299.02) shall not
be considered as income from the business of mining or producing

_iron ore within the meaning of this section; .

(b) the United States of America, the state of Minnesota or any
political subdivision of eitheér agencies or instrumentalities,
whether engaged in the discharge of governmental or proprietary-
functlons- ,

e} HH:H’:H&]- insuranee companies or assea&t—tens— ineluding
mtepmsur&saﬂdreaﬁmeal&ndefwr}tem—%h&tareexemptaspm-
Hded}ﬂtheﬁeveﬂueAetefl—Q% ,

Sec. 47. Minnesota Statutes 1986, section 290,05, subd1v1smn 2,18
amended to read: '

Subd. 2. Except as provided in subdivisions 1 and 3, organizations
are exempted from taxation under this chapter if they are exempt
from income taxation pursuant to Subchapter F of the Internal
Revenue Code. Township mutual insurance companies, as defined in-
. chapter 67A, and nonprofit health service plan corporations, as
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defined in chapter 62C, are subject to taxation under chapter 290
unless they are exempt Trom {axation under subchapter F of the
Internal Revenue Code of 1986.

_Sec. 48. Minnesota Statutes 1986, Sectlon 290. 05, subdivision 3, is
amended to read '

Suhd. 3. (a) An organization exempt from taxation under subdi-
vision 2 shall, nevertheless, be subject to tax under this chapter to
the extent pr0v1ded in the following prov1swns "of the Internal
Revenue Code:

(i) Section 527 (deeljng with political organizations) end;

(ii) sectlon 528 (dealing with certain homeowners associations);
and

but notw1thstand1ng this subdivision, shall be considered an
-organization exempt from income or franchlse tax for the purposes of
any law Wh]Ch refers to ergamzatlons exempt from income taxes.

(b) The tax shall be 1mposed on the taxable income Of polltu:a]
orgamzatlons or, homeowner associations or the unrelated business
income of nonprofit and charitable organizations. The tax shall be at
the corporate rates. The tax shall only be imposed on income and
deductions assignable to this state under sections 290.17 to 290.20.
To the extént deducted in computing federal taxable income, the
deductions contained in seetions 290-09 end section 290.21 shall not
be allowed in computing Minnesota taxable net income. :

Sec. 49. Minneésota Statutes 1986, section 290 06, subd1v1smn 1,is
‘ .amended to read:

Subdivision 1. [COMPUTATION, CORPORATIONS.] (a) The priv-
Hlege and ineome taxes franchise tax imposed by this chapter upon
corporations shall be computed by applying to their taxable net
income in excess of the applieable deduetions allowed under seetion
29021 the following rates:

1) On the fest $25.000; for the first taxable year beginning after
Deecember 31; 1081 and before January 1; 1983 nine percent and; for
taxable years beginping after Deeember 31, 1982, six perecnt;

that; in the ease of a corporation baving taxable nct income
allocated to this state pursuant te the provisions of seetion 20019,
290.20, 290.35; or 290.36; the amount of income subjeet to-this rate
shallbeth&tpreperbwnef&!%@@wh&ehﬁsmeemeaﬂeeableteth&s
sta%ebeaacsteﬁsmtaltaﬁablenetmeeme-and
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{2} On %he remainder; 12 rate ef ten percent.

(b) Notwithstanding paragraph (a) 1f the increase in tax rates 1s

- imposed pursuant to article 10, section 5, for taxable years begin- .
mng after December 31, 1987 the rate of { tax is 11 percent.

See. 50.. Mlnnesota Statutes 1986 sectlon 290, 068 subd1v1510n 1,
is amended to read:

Subdivision 1. [CREDIT ALLOWED.] In additior te the deduetion .
provided in seetion 200.08; A corporation, other than a corporation -
with-a valid election in effect under section 290.9725, is allowed a-
eredit against the tax 1mposed by this chapter for the taxable year
equal to: .

(a) 255 percent of the first $2 million of the excess (if any) of
(1) the quallﬁed research expenses for the taxable year, over

(2) the base period research expe'nses; and

Ib) 625 2. 2.5 percent on all of such excess expenses over $2 millinn

Sec. 51. Minnesota Statutes 1986 section 290.068, subd1v1smn 2,
is amended to read:;

Subd 2 [DEFINITIONS 1 For purposes of this sectlon the follow-
_ing terms have the meanmgs given.

(a) “Qualified research expenses means (i) qualified research. .
expenses as defined in section 30 41(b) and (e} of the Internal
Revenue Code, except it shall not include expenses incurred for basic
research conducted oulside the state of Minnesota pursuant to
section 30 41(e); or (i) contributions to a nonprofit corporation
established and operated pursuant to the provisions of chapter 317
for the purpcése of promoting the establishment and expansion of
business in this state, provided the contributions are invested by the
nonprofit corporation for the purpose of providing funds for small,
technologically innovative enterprises in Minnesota during the
early stages of their development:

(b) “Quahﬁed research” means qualified research as deﬂned in
section 30 41(d) of the Internal Revenue Code, except that the term
shall not include qualified research conducted outside the state of .
Mlnnesota

{c) “Base period research expenses” means base period research
expenses as defined in section 30 41(c) of the Internal Revenue Code,
except that “December 31, 1981” shall be substituted for “June 30
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19817 in subparagraph (B) of paragraph (2) and the definitions
contained in clauses {(a) and (b) sha]] apply. :

- A{d) “Interna] Revenue Code means the Internal Revende Cod'e of
1954 1986, as amended through December 31, 1984 1986. -

“Bec. 52. anesota Statutes 1986 section 290 068, subd1v1smn 3,
is amended to read:

- Subd. 3. [LIMITATION; GARRYBACK AND CARRYOVER.] (a)(1)
The credit for the taxable year shall not exceed the liability for tax.
“Liability for tax” for purposes of this section means the tax imposed
under this chapter for the taxable year reduced by the sum of the
nonrefundable credits allowed under this chapter.

(2) Ini- the case of a corporation Wthh isa partn‘er in a partnership,
the credit allowed for the taxable year shall not exceed the lesser of
the amount determined under clause (1) for the taxable year or an
amount (separately computed with respect to the corporation’s
interest in the trade or business or entity) equal to the amount of tax
attributable to that portion of taxable income which is allocable or
apportionable to the corporation’s interest in the trade or business or
entity.

(b} If the amount of the credit determined under this section for
any taxable year exceeds the limitation under clause {(a), the excess
shall be a research credit earryback to each of the three preceding
taxable years and a research eredit,carryover to each of the 15
succeeding taxable years. The entire amount of the excess unused
credit for the taxable year shall be carried first to the earliest of the
taxable years to which the credit may be carried and then to each -
successive year to which the credit may be carried. The amount of
the unused credit which may be added under this clause shall not
exceed the taxpayer’s llablhty for tax less the research credit for the
taxable. year

Ferthepurpesesefseeheﬂs%%ﬁﬂd%{)%#eheelmmfer
refﬂﬁdrelateste&n_evefpayment&tbﬁb&tabletedrese&rehend

%heexp}raﬂeneftheﬁ%hdayef%he%meﬂthfeﬂewmg%heendef
the taxable year in which the research and experimental

ture eredit arises whieh results in the earrybaels; plus nny extension
of time granted for filing the return; but enly if the return was filed
within the extended time: With respeet to any pertion of & eredit.
earrvhack from a taxable vear attributable to a loss earrybaek from
@ subsequent taxable year the period of limitations shall be that
period which ends with the expiration of the 15th day of the 45th
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was filed within the extended time: In any ease in which a taxpayer
is entitled to a refund in a carryback year due to the carryback of a
research and experimental expenditure eredit; interest shall be
eems&teden%yﬁremtheeﬁdeft-he#a*ab}eyeafmwhwhtheefedﬁ
&Hses-llﬁ%hsespeetteanypert-mn#aereditearﬁnbaek&ema
taxable year attributable to a less carryback from a

taxable year, imterest shall be eomputed frem the end of the
subseqaeﬁs%a*ahleyear—

Sec. 53. Mlnnesota Statutes 1986, sectlon 200.068, subdmsmn 4,
is amended to redd:

Subd 4. [PARTNERSHIPS.] In the case of partnerships the ered1t
shall be allocated in the same manner provided by section 39 41(f)(2)
of the Internal Revenue Code.

Sec. 54. Minnesota Statutes 1986 section 290.068, subdw:smn 5,
is amended to read:

Subd. 5. [ADJUSTMENTS; ACQUISITIONS AND DISPOSI—'
TIONS.] If a taxpayer acquires or disposes of the major portion of a

" trade or business or the major portion of a separate unit of a trade or
business in a transaction with another taxpayer, the taxpayer’s
qualified research expenses and base period shall be adjusted in the

_ same manner provided by section 36 41(f)(3) of the Internal Revenue
Code, except that “December 31, 1980” shall be substituted for
“June 30, 1980 ? :

Sec. 55. anesota Statutes 1986, section 290. 069 subdivision 2a,
is amended to read:

-Subd. 2a. [RECAPTURE; TECHNOLOGY TRANSFER CREDIT.] .
{a) A corporation which receives a tax reduction pursuant to Min-
nesota Statutes 1986, section 290.069, subdivision 2 shall repay to
the commissioner an amount of the tax reduction as specified in
paragraph (b) if any of the following conditions occur within a
three-year period after the date of transfer of the technology.

(1) The transferee ceases operations in the technology corridor
project-area.

(2) The transferée becomes a subs1d1ary or affiliate of the.
transferor. : : :

(3) The transferee gells, transfers or otherwise disposes of the
rights to technology. :

(4) The transferee fails to make the necessary payments or
expenditures required by Minnesota Statutes 1986 sectmn 290.069,
subdivision 2, paragraph (g) - ,
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(5) The transferee grants an interest to the transferor in violation
of Minnesota Statutes 1986, section 290 069 sublelsmn 2, para-
graph (h).

(b) The amount of the repayment is determlned pursuant to the
following schedule:

Occurrence of event causing recapture- - Repayment portion
Less than six months . 100 percent
Six months or more but less than 12 -
months 8314 percent
12 months or more but less than 18

months : -~ 66%3 percent
18 months or more but less than 24 '

months _ . 50 percent
24 months or more but less than 30

months , 33%% percent
30 months or more but less than 36 ‘
months . 16%5 percent

Sec. 56. Minnesota Statutes 1986, section 290.069, subd1v131on 4b,
is amended to read: .

Subd. 4b. [MULTISTATE BUSINESSES.] If a qualiﬁed small
business is engaged in a business partly within and partly without
the state, the credit allowable pursuant to subdivision 2 for technol-
ogy transferred to the business must be apportioned. The credit
determined pursuant to Minnesota Statutes 1988, section 290.069,
subdivision 2 must be multiplied by the arlthmetlcaT average of the
qualified small business’ property and payrolls, determined as
provided by section 290.19, subdivision 1, clauses (2)(a)}(2) and
(2Xa)(3), using data from the most recently available year. After the
technology is transferred, the qualified small business shall certify
to the transferor taxpayer its factors under section 290.19, subdivi-
gion 1, elauses (2)(a)(2) and (2)(a)}3) for each of the succeeding two
tax years. If the factors for either of these years would result in at
least a 25 percent change in the allowable credit, the taxpayer shall
file an amended return repaying or claiming the difference in the
credit. The preceding sentence does not apply if the qualified small
business ceases operations in Minnesota and the recapture provi-
sions of subdivision 2a or 4a apply.

Sec. 57, [290.092] [ALTERNATIVE MINIMUM TAX FOR COR-
PORATIONS.]

Subdivision 1. [IMPOSITION OF TAX.] In addition to the taxes
computed undeér this chapter without regard to this section, the
franchise tax imposed on corporations 1ncludes a tax gual to the

excess (f any) of
(1) 001 multiplied by the the alternatwe minimum tax base, over
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Subd, 2. [EXEMPTIONS.] Corporations subject to tax under
sections 290.05, subdivision 3, and 290.35, real estate investment
trusts, regulated investment companies, cooperatives taxable under
subchapter T of the Internal Revenue Code of 1986, or organized
under cDEa ter 308 or a similar law of another state, and corporations
having a valid election in effect under section 1362 or SGOD%%E of the
Internal Revenue Code of 1986, as amended through December 31,
1986, are not subject to the tax imposed in subdivision 1.

Subd. 3. [ALTERNATIVE MINIMUM TAX BASE.] The alterna-
tive minimum tax base equals the sum of: '

(1) the total amount of Minnesota sales and receipfs;

(2) the amount of the taxpayer’s total Minnesota p roperty; and

(3) the taxpayer’s total Minnesota payrolls, less
the exemption amount, if any.

Subd. 4. [DEFINITIONS.] (a) “Minnesota sales and receipts”
means the total sales apportioned to Minnesota pursuant to section
75, subdivision 5, the totiﬁl receipts attributed to Minnesota pursu-
ant to section 75, subdivisions 6 to 8, and/or the total sales or -

receipts apportioned or atiributed to Minnesota pursuant to any
other apportionment formula applicable to the taxpayer. i :

(b) “Minnesota property” means total Minnesota tangiblep_rgp_—
erty as provided in section 75, subdivisions 9 to 11, and any other
_ tan%ible roperty located in Minnesota. Intangible property shall

not be included in Minnesota property for purposes of this section.
Taxpayers who do not utilize tangible property to apportion iricome
shall nevertheless include Minnesota property for purposes of this

——

section. -

(© “Minnesota payrolls” meéns total Minﬁésota payrolls as pro-
vided in section 7_!5, subdivision 12. Taxpayers who do not -utiiize
payrolls to apportion income shall nevertheless include Minnesota
payrolls _fE_r purposes of this section. -

. (d) “The exemption amount” equals the lesser of (1} the sum of the
taxpayer’'s Minnesota sales and receipts, property, and payrolls or (2)
$5,000,000 reduced by the amount of the taxpayer’s total sales and

receipts, property, and pa‘yrglls in eizlcess of $15},1000,00{).dT0tal saTlca-_(s1

and receipts, property, and payroll means’ the total determine
under section 75 as the denominator of the apportionment formula. -~

In the case of a unitary business filing a combined return; the

amount must reflect the factors of the entire unitary business as

reported on the combined return.
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Subd. 5. [CREDITS.] In computin the tax under th1s section, the
following credits are allowed:

(1) the enterpr1se zone credits allowed by section 273.1314, sub-
d1v1310n 9;

(2) the credits for estimated taxes paid; and

{3) the research and development credit allowed section
290.068.

‘Sec. 58. [290.093]) [TAX COMPUTATION FOR MUTUAL SAV-
INGS BANKS CONDUCTING LIFE INSURANCE BUSINESS. ]

Mutual savings banks as defined in section 594 of the Internal

Revenue Code of 1986, as amended through December 31 1988, are

subject to a tax c ccms1st1ng of the sum of tﬁe taxes determined under
clauses (1) and (2):

(1) a tax computed on the taxable income determined without

regard to any items of gross income or deductions QroEerly allocable

to the business of the life 1nsuranceaepartment at the rates and in
ihe manner as if this sec section did not apply; and  ~ ¢

{2} a tax computed on the income of the life insurance department
determined without regard to any items of gross income or deduc-
tions not propcerlz allocable to the departmeni computed in the
manner provided in section 290.35 and at the rate prowd— d in

8@ 290.06.

section 2

This section apphes only if the life insurance department would, 1f
it were lreated as a scparale corporation, Iguahfz as a life insuranée

company under section 316 of the Internal Revenue Code of 1986, as
amended through December 31, 1986.

Sec. 59. M1nnesota Statutes 1986 sectmn 290.095, subd1v1s1on 1,
is. amended to read:

Subd1v151on 1. [ALLOWANCE OF DEDUCTION ] (a) There shall
be allowed as a deduction for the taxable year the amount of any net
operating loss deduction as defined in subdivisien 2; elause (b

;> however; that the modifications speeified 1 subdivision 4
shallbemademeemputmgthetaxablenetmeeme&rtheta*&ble
year before the net operating less deduction shall be allowed
provided in section 172 of the Internal Revenue Code of 1986, as’
amended through December 31, 1986, subject to the limitations alﬂ
. mod1ﬁcat1ons prov1ded in, thls section,

() A net operating loss deduction shall be available under this
section ‘only to corporate taxpayers except as provided in that
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subdivisions 7, 9, and 11 hereof a _BP_IX -only to individuals, estates
and trusts. ‘ .

-Sec. 60. Minnesota Statutes 1986, section 290.095, subdivision 2,
is amended to read:

Subd. 2. [DEFINED AND LIMITED 1(a) The term “net operating
loss” as used in this section shall mean the excess of the deduetions
of the kind provided for in seetion 29009, permitted to be taken in
eemp&tmgata*paye%s%a*&b}eﬁetmeem&asthatteﬂn*sdeﬁﬂed .
in seetion 290-01; subdivisien 22; ever the gross ineome used in

such taxable net income a net operating loss as defined in
section 172(c} of the Internal Revenue Code of 1986, as amended
through December 31, 1986, with the modifications ‘specified in
subdivision 4. The deductions provided in section 290.21 cannot be -
used in the determination of a net operating loss

(b) The term “net operating loss deductlon as used in this section
means the aggregate of the net operating loss earrybadks and
carryovers to the taxable year, computed in accordance with subdi-
vision 3. The provisions of section 172(b) of the Internal Revenue
Code of 1986, as amended through December 31, 1986, relating to
the carrybacE of net operating losses, do not a EEIX

Sec. 61, Minnesota Statutes.1986, section 290.095, subdivision 3,
is amended to read:

~ Subd. 3. [CARRYOVER AN—D CARRYBACK ] (2) Exeept as pPG—
vided in elause {d) or subdivision 8; A net operating loss for any
taxable year shall be: .

g-)Aﬂetepefatmglesseaﬂybaekteeaehefthethfeeta*able
yearspreeedmg%hetax&bleyea%eﬁsuehl&s&ﬁﬂd

 {2) a net operating loss earryover to each of the ﬁve 15 taxable
vears following the taxable year of such loss. '

(b) The entire amount of the net operating loss for any taxable
year shall be carried to the earliest of the taxable years to which; by
reason of subdivision 3; elause (@) or (d); such loss miay be carried.
The portion of such loss which shall be carried o each of the other
taxable years shall be the excess, if any, of the amount of such loss
over the sum of the taxable net income, adjusted by the modifica-
tions specified in subdivision 4, for each of the priog taxable years to
which such loss may be carrled

(¢) Where a corporation does business both within and without
Minnesota, and apportions its income under the provisions of section
29619 75, the net operating loss deduction shall be allowed to the
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extent of the apportlonment ratio of the loss year; or the year to
W-h—leh the loss is earried; whichever is smaller.

(@) %eveaeem&ﬁeaﬁlesaeembmedrepeftwh}ehfeﬂeets%he
entire unitary business as provided in seetion 29034; subdivision 2
" the corporation shall not be allowed o net eperating loss earryback to
a year in which i did not file a combined report: The number of
taxable years for which a net operating loss earryover is allowed
shall be inercased by the number of taxable years for which & net
eper&t}nglesseafﬁfbaekisﬁetaﬂeweduﬁd&t-hksé&useNo addi-
~ tional net operating loss deduction is allowed in a subsequent
taxable year for the portion of a net operating loss deduction used to
offset Minnesota income in a year in which the taxpayer is ublect to
the alternative minimum n tax in sectlon 7. ‘

Sec. 62. anesota Statutes 1986 sectlon 290 095, subdivision 4,
1s amended to read:

Subd. 4. [COMPUTATION AND MODIFICATIONS.] The follow-
ing medifications shall be made in computing a net operating loss in
any taxable year and also in computing the taxable net income for
any taxable year before a net operating loss deduction shall be
allowed: :

(a} No deduction shall be allowed for or with respect to losses
connected with income producing activities if the income therefrom
would not be required to be either assignable to this state or
included in computing the taxpayer’s taxable net income. '

(b) A net operating loss deduction shall not be allowed.

(c) The amount deductible on account of losses from sales or
exchanges of capital assets shall not exceed the amount includable
on account of gains from sales or exchanges of capital assets. The
deduction for lopgterm capital gains provided by seetion 290.16;
subdivision 4; shall net be allowed: ‘

(d) Renegotiation of profits for a prior taxable year under the
renegotiation laws of the United States of America, including
renegotiation of the profits with a subcontractor, shall not enter into
the'computation '

(e) Federal income and excess proﬁts taxes shall not be allowed as
a deductmn

" Sec. 63. anesota Statutes 1986 sectlon 290. 095 Subd1v1smn 1,
is amended to read:

_Subd. 7. [TENTATIVE CARRYBACK ADJUSTMENTS] (a) Ap-
plication for adjustment. A taxpayer An individual, estate or trust
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may file an application for a'tentative carryback adjustment of the
tax for the prior taxable year affected by a loss er eredit carryback
from any taxable year. The application shall be signed and verified
as provided in section 290.37, subdivision 1, and shall be filed on or
after the date of filing of the return for the taxable year from which
the carryback results and within a period of 12 months from the end
of such taxable year {or with respect to any portion of a credit
enrryback frem a taxable year attributable to a loss earryback from
& subsequent taxable yvear, the application shall be filed within a
penedefl%meﬂthsﬁeﬁmtheendeﬁhesubsequeﬁt%aﬁableye&r—}

the manner and form required by rules prescribed by the commis—
sioner. The application shall set forth in such detail and with such
supporting data and explanation as such rules shall require: ~

" (1) the amount of the loss or efeeht ‘

(2) the amount of the tax’ prev10usly determined for the prior
taxable year affected by such carryback .

(3) the amount Of decrease in such tax, attrlbutable to such
carryback, such decrease being determined by applying the car-
ryback in the manner provided by law to the ltems on the basis of
which such tax was determiined;

(4) the unpaid amount of such tax;

(5) such other information for purpdses of carrying out the
provisions of this subdivision as may be required by such rules.

An application under this subdivision shall not constitute a claim’
for refund until 90 days from the date on which the application was
filed, at which time it will become a claim for refund under the
provisions of section 290 50 -

(b) Allowanee of adJustments Within a permd of 90 days from the_ »
date on which an application for a tentative carryback adjustment. is -
filed under (a), or from the last day of the month in which falls the
last date prescribed by law (including any extension of time granted

the taxpayer) for filing the return for the taxable year from which. -

such carryback results, whichever is the later, the commissioner
shall make, to the extent the commissioner deems practicable in
such period a limited examination of the application, to discover
.omissions and errors of computation therein, and shall determine
" the amount of the decrease in the tax attributable to such carryback
upon the basis of the application and the examination, except.that
the. commissioner may disallow, without further action, any appli-
cation on finding that it contains errors of computation which the
cominissioner deems cannot be corrected by the commissioner
within' such 90-day period or material omissions. Such decrease .
shall be applied against any unpaid amount of tax decreased and
any remainder shall, within such 90-day period, be either credited
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against any tax or installment thereof then due from the taxpayer, or
-refunded to the taxpayer. :

.(e) The provisions of this subdivision shall apply to net operating
loss carrybacks as provided in subdivision 3 er 11; capital loss
carrybacks as provided in section 290-16; subdivision 6; research
eredit earrybaeks as provided in seetion 280-068; subdivision 3
290.01, subdivisions, 19, 19a, and 19b; and to any other carrybacks
which may be provided in this ch: chapter

" Sec. 64. Minnesota Statutes 1986 sectlon 290 12, SllblelSlO]l 2,18
amended to read: '

Subd. 2. [ADJUSTMENTS] For taxable yea beg;nmng before
January 1, 1987, in computing the amount of gain or loss under
subd1v1510n 1the basis of the property is its adjusted basis for federal
‘income tax purposes, except as otherwise provided in this chapter. In -
addition to other adjustments provided in this chapter, the adjusted
basis of property for federal income tax purposes shall be increased
by the amount of accelerated cost recovery system depreciation
which was allowed for federal income tax purposes but not allowed
for Minnesota income tax purposes under Minnesota Statutes 1986,

. section 290.01, subdivision 20f or 290.09, subdivision 7, paragraph

{A)c). The basm shall be diminished by the allowance for amortiza- -
tion ‘of hond premium if an election to amortize was made in
accordance with Minnesota Statutes 1986, section 290.09, subdivi-
gion 13, which could, during the peried of the taxpayer’s ownership
thereof, have been deducted by the taxpayer under this chapter in
respect of such property. In addition, if the property was acquired
before January 1, 1933, the basis, if other than the fair market value
ag of such date, shall be diminished -by the amount of exhaustion,
wear and tear, obsolescence, amortization, or depletion actually
sustained before such date. In respect of any period since Decem-
ber 31, 1932, during which property ‘'was held by a person or an
‘organization not subject to income taxation under this chapter, the
basis of the property is its adjusted basis for federal income tax
.purposes, except as otherwise provided in this, chapter. '

" Sec. 65. Minnesota Stdtutes 1986, sectlon 290 131, subdivision 1,
g amended to read

Subd1v1swn 1. [MSTRIBUTTONS OF PROPERTY] For taxable

years beginning before January 1, 1987, the effects on rec;plents of
a d]StI‘l ution by a corporation shall be governed by the provisions of
sections 301 to 307 of the Internal Revenue Code of 1954 19886, as
amended through December 31; 1985 1986. However, in section
301(c}3XB) the date January 1, 19233 shall be substituted for
March 1, 1913 when deterrmnlng the amount of a distribution that
is not taxable.
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Sec. 66. Minnesota Statutes 1986, section 290.132, subdivision 1,
is amended to read; .

Subdivision 1. (TAXABILITY OF CORPORATION ON DISTRI-
BUTION ] For taxable years beginning before January 1, 1987, no
gain or loss shall be recognized to a corporation on the distribution,
with respect to its stock as provided in section 311 of the Internal
Revenue Code of 1954 1986, as amended through December 31, 1285
1986. :

The effect on earnings and profits shall be determined according
to the provisions of section 312 of the Internal Revenue Code of 1954
1986, as amended through December 31, 1985 1986. However, when
determining earnings and profits in section 312(f) and (g), the date
December 31, 1932 shall be substituted for February 28, 1913, and
January 1, 1933 shall be substituted for March 1, 1913,

Sec. 67. Minnesota Statutes 1986, section 290,133, subdivision 1,
is amended to read: _ _ : :

Subdivision 1. [DIVIDEND DEFINED.] For taxable years begin- -
ning before January 1, 1987, for purposés of this chapter, the
definitions provided in sections 316 to 318 of the Internal Revenue
Code of 1954 1986, as amended through December 31, 1985 1986,
shall apply. However, in section 316 (a)}1), “December 31, 1932”
shall be substituted for “February 28, 1913” when determining
dividends.

Sec. 68. Minnesota Statutes 1986, section 290.134, subdivision 1,
is amended to read: : :

Subdivision 1, [GAIN OR LOSS TO SHAREHOLDERS IN COR-
PORATE LIQUIDATIONS.] For taxable years beginnirg before
January 1, 1987, the effects on recipients of corporate Iiquidations
* shall be governed by the provisions of sections 331 to 334 of the -
Internal Revenue Code of 1954 1986, as amended through Decem-
ber 31, 1985 1986. However, in section 333(f)(2), the date December
31, 1932, shall be substituted for February 28, 1913 when determin
ing accumulated earnings and profits. :

Sec. 69. Minnesota Statutes 1986, section 290'.'135, subdivision 1,
is'amended to read:

Subdivision 1. [GENERAL RULE.] For taxable years beginning
before January 1, 1987, gain or loss shall be recognized to a
corporation on the distribution of property in complete liquidation
or on any distribution or sale of an interest in a partnership as
provided in sections 336 to 346 and 386 of the Internal Revenue Code
of 1954 1986, as amended through December 31, 1985 1986.
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Sec. 70. Minnesota Statutes 1986, section 290.136, subdivision 1,
is amended to read: .

Subdivigion 1. [TRANSFER TO CORPORATION CONTROLLED
BY TRANSFEROR.] For taxable years beginning before January 1,
1987, the provisions of sections 351 to 368 of the Internal Revenue
Code of 1954 1986, as amended through December 31, 1985 1986,
shall apply to corporate organizations and reorganizations. However,
in section 362, the phrase “acquired in a taxable year beginning
after December 31, 1956” shall be substituted for “acquired on or
after June 22, 1954” when determining the property to which. this
section applies. ‘

Sec. 71. Minnesota Statutes 1986, section 290.138, subdivision 3,
is amended to read: : ’

Subd. 3. [CARRYOVERS IN CERTAIN CORPORATE ACQUISI-
TIONS.] The provisions of sections 381 and 382 of the Internal
Revenue Code of 19584 1986, as amended through December 31, 1985
1986, shall apply to carryovers in certain corporate acquisitions and
special limitations on net operating loss carryovers.

Sec. 72. Minnesola Statutes 1986, section 290.14, is ameﬂded to
read: L

290.14 [GAIN OR LOSS ON DISPOSITION OF PROPERTY,
BASIS.] :

For taxable years beginning before January 1, 1987, except as
otherwise provided in this chapter, the basis for determining the
gain or loss from the sale or other disposition of property acquired on
or after January 1, 1933, shall be its adjusted basis for federal
income tax purposes, with the following exceptions:

(1) Corporations, partnerships, or individuals subject to the occu-
- pation tax under chapter 298, shall use the occupation tax basis;

_ (2) The basis of property subject to the provisions of section 1034
of the Internal Revenue Code of 1954, as amended through Decem-
ber 31, 1985 (relating to the rollover of gain on sale of principal
residence} shall be increased by the amount of gain realized on the
sale of a principal residence outside of Minnesota, while a nonresi-
dent of this state, which gain was not recognized because of the
provisions of section 1034.

Sec. 73. Minnesota Statutes 1986, section 290.17, is amended to
read:

Subdivision 1. [i—NGQME OF RESIDENT INDIVIDUALS SCOPE
OF ALLOCATION RULES.| The gross income of individuals shall
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be their gress ineome as defined in seetion 200:03; subdivision 20 (a)
The income of resident individuals is n_ot subject to allocation
outside this state. The allocation rules apply to nonresident individ-
uals, estates, trusts, nonresident partners of partnerships, nonresi-
dent Shareholders of corporations having a valid election in effect
under section 1362 of the Internal Revenue Code of 1986, as
amended through December 31, 1986, and all corporafions not
having such an election in offect. I a partnerﬂnp or corporation
would not otherwise be subJect to the allocation rules, but conducts
a trade or business that is part of a unitar business involving
another legal entity that is subject to the allocation rules, the
partnership or corporation 1s subject to the allocation rules.

(b) Expenses losses and other deductions (referred to collectively
12 Elgg paragraph as ° deductlons”) shall be allocated along with the.
item or class of gross income to which they are definitely rel lated for
Eurgose s of assignment under this section or apportionment under
section 75, 290.20, 290.35, or 290.36. Deductions not definitely

related to any y item or class of' gross income shall be assigned to the
taxpayer’s domicile.

Subd: 1a- [SUBSEQUENT ADJUSTMENT] When a loss has been
reduced by the amount of tax preference ifems pursuant to Minne-
the taxpayer sabsequently sells or otherwise dispeses of an asset in
relation to which arose an Hem of tax preferenee which eaused the
reduction of the loss; the taxpayer may inerease the basis of the assed
by the asnount of the tax preference item that was used te reduce the
less—lf%he&ssetisﬁdepleta-ble&sset—thetaxpﬂyeemayelee%%ese

. Subd. 2. [QT—H-E-RTAXPAXLE—RSINCOME NOT DERIVED FROM-
CONDUCT OF A TRADE OR BUSINESS.] In the ease of an
individual who 1s net a full-vear resident; this subdivision apphies te
determine what ineeme i5 assignable to Minnesota for purpeses of
determining the numerator of the fraction used in section 200.06;
of subdivision 1; items of gross incotne shall be assigned to this state
or other states or countries in accordanece with the following prinei- -

Gl%{-a}%een&remeemeefaﬂ*es&dente#demesﬂem*payefs&em ‘
eompensation for laber or persenal serviees; o from & business
éonsistine prineipaly of the performance of personsal or professienal
serviees; shall be assigned to this state; and the ineome of nonresi-
dent taxpayers from such sourees shall be assigned to this state if;
and to the extent that; the laber or services ave performed within it;
aHet—hermeemefremsuehseu%eesshaHbetre&&edasmeeme&em

sea%eeswthe&teh*ss%at&
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The income of a taxpayer subject to the allocation rules that is not |
derived:-from the conduct of a trade or busmess shall be aSSIgned in
accordance WEH Earagraph 5 (a) to (O:

(a)(l) ect to paragraphs (a)(2) and (a)(3) income from labor or
usonal or proﬁsmnal services shall be assigned to this state if,
and to the extent that, the labor or services are Qerformed within it;
all other income from such sources shall be treated as Income from
sources without this state.

&} (2) In the case of an individual who is a nonresident of
Minnesota and who is an athlete or entertainer, income from
compensation for labor or personal services performed within this
state shall be determined in the followmg manner::

(1) The amount of income to be assigned to Minnesota for. an
individual who is a nonresident salaried athletic team employee
shall be determined by using a fraction in which the denominator
contains the total number of days in which the individual is under a
duty to perform for the employer and the numerator is the total
number of those days spent in Minnesota: In erder te eliminate the
Beed to file state or provineial ineome tax returns in several states or
provinees; Minneseta will exclade from income any income assigned
te Minnresota ander the preovisions of this elause for a nonresident
athlete whe is employed by an athletic team whese operations are
not based in this stote and for a nonresident saluried entertainer -
whe is employed by an entertainment erganization whose eperations
are not based im this state if the state or previnee in which the
athletie team or entertainment organizebion is based provides a

serviee ineome; it will be deemed that that state or provinee has a
srmﬂarmeemeexel&s&en—:&saﬁedm%hepreeedmgseﬂtene&the
mﬁrownee—meaﬂsaprovmeeofGaH&da— and

" (ii) The amount of income to be aSS.lgned to Minnesota for an
individual who is a nonresident, and who is an athlete or enter-
tainer not listed in clause (i), for that person’s athletic or entertain-
ment performance in Minnesota shall be determined by assigning to
- this state all 1 income from performances or athletic contests in this
state.

. €2 Ineome frem the eperation of a farm shall be assigned to this
state i the farm is loeated within this state and to ether states exdy
if the farm is not loecated in this state- Income from wWinnings on
Minneseta parimutuel betting tickets shall be assigned to this
state: Ineome and gains reecived from tangible property ot em-
ploved in the business of the reeipient of such ineome o gains; and
&emt&nga—blepmﬁeftyempleyedm%hebusmessofsaehreap}eﬁ%rf
saeh business eonsists prineipally of the holding of sach preperty
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and the colleetion of the income and gains therefrom; shall be
assigned to this state i such property has a situs within i; and te
other states only if it has ne situs in this state- Tncome or gains from
intangible persenal property net employed in the business of the
recipient of such ineome or gains; and frem intangible persenal
property employed in the business of such recipient H such business
consists prineipally of the helding of such property and the colleetion
of the ineome and gains therefrom,; wherever held; whether in trust;
arethe%wrse—shaﬂbeasmgnedtet—hﬁs%a%e#%hefeap}emthereehs

. demueiled within this state or is a resident trust or estate:

£3) Income derived from earrying on a trade or business; including
in the ease of a business owned by natural persons the income
imputable to the ewner for the owner’s services and the use of the
ewner’s property therein; shall be assigned $o this state if the trade
or business is condueted wholly within this state; and te other states
i eonducted wholly without this state- This prevision shall not apply
te business ineome subjeet to the provisiens of elnuse -

{4) When a trade or buginess is earried on partly within and partly
business; ineluding income from intangible property emploved in
suehbusmessaﬁdmeludﬂ}gmbheeaseefab&smessewnedby

personal
or business and delivered or shipped to a purchaser outside
the state of Minneseta-

H the trade or busiess carried on wholly o partly in Minnesota
is part of a unitary business; the entire income of that unitary
business shall be subject to apportionment under seetien 29019
exeept for business income subject to the previsions of elause (D and
farm- ineomne subject to the provisions of clause (2 The term
—uﬁftarybusmessrsha}lmeanbusmessaetmﬂeserepemﬂeﬁs

member of a group of two or more corporations more than 50 pereent



2708 Journay or tae House [38th Day

of the weting stock of cach member of the greup is directly or
indireetly owned by a conmon swrer or by eommon owners; cither
eememeefﬂeneewefatﬂe*byeneermeefthe‘m
corporations of the group.

" The eptire inceme of a um%aify business shall be subjeet to
apportionment as provided in seetion 200.19. None of the ineeme of
a unitary business shall be econsidered as derived from any partieu-
laazseafeeaﬂdneﬂeshaﬂbeaﬂeeatedteanypaﬁwula*pl&eeexeept
as provided by the applicable apportionment formula

1n determining whether or not intangible preperty is emploved in
a unitary business earried on partly within and partly without this
state so that income derived therefrom is subject to apportionment
under seebion 20019 the following rules and guidelines shall apply

(a) Intangible property is employed in a business if the business

entiby owning intangible property helds i as a means of furthering
thebusmesseper&ﬁ&n&fwhwhapaﬁ*sleeatedwﬁhmthete%ﬂte-

‘(b) Where a business eperation conducted in Minneseta; is owned
by a business entity whieh earries on business activiby outside of the
state different in kind from that conducted within fhis state; and
suehetherbumness&seeﬂduetedentmelyeuts*dethesbate—}tmube

%}Ferpﬂfpesesef%hmseetmﬂ—ameaﬂtsreeetwdbyamﬂfes&deﬂt
from the United States;, #s agenecies er instrumesntalities; the
Feder&lReseweB&nle&hestateemeneset&e;anyef}GSpehfﬂeﬂl
%ge%mme&talsubd&%ﬁms—%a%naese&awluﬂ%eef

403; 404; 408; or 409 of the Internal Revenue Code of 1954; as
amended&hreughDeeember?&—l%é—afeﬂeteeﬂs&deredmeeme
derived from carrying on a trade er business or from performing
persena}efpfefeﬁsmﬂalsemeesml\&mﬂeseta—&ndafenetha*&ble
under this chapter.

(G}Ail'e%heritemsefgfessineenéeshaubeassigﬂedw%he

(3) For purposes of this section, amounts received by a nonresident
from the United States, ils agencies or instrumentalities, the
Federal Reserve Bank, 1:@ state of Minnesota or any of its thtlca

or governmental subdivisions, or a Minnesota volunteer firefighters’
relief association, by way of payment as a pension, public employee

retirernent benefit, or any combination of these, or as a retirement or
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survivor’s benefit made from a plan qualifying under section 401,
403, 408, or 409, or as defined in section 403(b) or 457 of the Internal
Revenue Code of 1986, as amended through December 31, 1986, are
n_oi:f considered income derived fromfcarrymlg on a trade g/l_r business
or from EerforminF personal or professional services in Minnesota, °

.and are not taxable under this chapter.

~(b) Income or gains from tangible property located in Minnesota
that is not employed in the business of the recipient of the income or

gains shall be assigned to this state.

(c) Except upon the sale of a partnership interest, income or gains
from intangible personal property not employed in the business of
the recipient of the income or gains shall be assigned {o this state if
the recipient of the income or gains is a resident of this state or is a
resident trust or estate.

Gain on the sale of a partnership interest is allocable to this state
in the ratio of the original cost of partnership tangible property in
this state to the original cost of parinership tangible property
everywhere, determined at the fime of the sale. If more than 50

parinership for its Tirst Tull tax period immediately preceding the

tax period of the partnership during which the partnership interest
was sold. -

state if the farm is localed within this state and fo other stales only
if the farm is not located in this state.

(d) Income frﬁm the operation of a farm shall be assigned to this

(e) Income from winni.ngs on Minnesota pari-mutuel betting ;
tickets shall be assigned to this state.

(H éll items of gross income not covered in paragraphs (a) to (e)

and not part of the taxpayer’s income from a trade or business shall
be assigned to the taxpayer’s domicile. :

Subd. 3. [TRADE OR BUSINESS INCOME; GENERAL RULE.]
Income derived from carrying on a trade or business shall be
assigned to this state if the trade or business is conducted wholl
within this state, assigned outside this state if conducted wholly
- without this state and apportioned between this state and other

states and countries under this subdivision if conducted partly
within and partly without this state. For purposes of determining
whether a trade or. business is carried on exclusively within or
without this state:

(a) A trade or business physically located exclusively within this
state is nevertheless-carried on partly within and partly without '
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this state if any of the principles set forth in section 75 for th_e .
allocation of sales or receipts within or without this state when
applied to the taxpayer's situation result in the allocation of any

sales or receipts without this state.

(] A trade or business physically Jocated excluSWely without this
state is nevertheless carried on partly within and partly without
this state if any of the principles set forth in section 75 for the
allocation of sales or receipts within or without this state when

applied to the taxpayer’s situation result in the allocation of any
sales or receipts without this state. The Jurlsd1ct10n to tax such a
business under this chapter shall be determmed in accordance with

sections 42 and 43

Subd. 4. [UNITARY BUSINESS PRINCIPLE.] (a) If a trade or
business conducted wholly within this state or partly within and

artly without this state 1s part of a unitary business, the entire
income of the unitary business is subject to apportionment pursuant
to section 75. Notwithstanding subdivision 2, paragraph (c), none of
the income of a unitary business shall be considered derived from
any particular source and none shall be allocated to a particular

lace except as provided by the applicable apportlonment formula.
lhe provisions of this paragraph _do not apply to farm income subject
to subdivision 5, Earagzagh (b), business income subject to subdivi-
sion 5, Earagl'aph (c), income of an insurance company determined
under section 290. 35 or income of an investment company deler-
mined under section 290.36.

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

ship or a trust.

(e} Unity shall be presumed whenever there is unity of ownership,
operation, and use, evidenced by centralized management or execu-
tive force, centralized purchasing, advertising, accounting, or other
controlled interaction, but the absence of these centralized activities
will not necessarily evidence a nonunitary- business,

(d) Where a business operatlon conducted in Minnesota is owned
by a business entity that carries on business activity outside the
state different in kind from that conducted within this state, and the
other business is conducted entirely outside the state, it is presumed
that the two busmess operations are umtary in nature ., interrelated,

Ontrag

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

(f) For purposes of determining -the net income of a unita
business and fthe factors to be used In the apportionment of net
income pursuant to section 75 or 290.20, there sEaIl be included only
the Income and apportionment factors of corporations or other
entities created or organized in the United States or under the laws
-of the United States or of any state, the District of Columbia, the
commonwealth of Puerto Rico, any possession of i% Uft:nited sgzgzes,
or any political subdivision of any the foregoing and of an; U as
Eﬁgd in section 922 of @_Iﬁ%eﬁll Revenue Code TXIWES' .
amended through December 31, 1986, that are determined to be part
of the unitary business pursuant to this subdivision, notwithstand-
ing that other corporations or other entities organized in foreign

countries might be included in the unitary business.

(g) Each corporation or other entity that is part of a unitary
business shall file such combined reports as the commissioner

" determines. On the reports, all intercompany transactions between

entities included pursuant to paragraph (f) shall be eliminated and
-the entire net income of the unitary business determined in accor-
dance with this subdivision shall be apporticned among the entities
by using each entity’s Minnesota factors for apportionment purposes
in the numerators of the apportionment- formula and the total
factors for apportionment purposes of all entities included pursuant
to EaragIaElE () in the denominators of the apportionment formula. -

Subd. 5_ [SPECIAL RULES,] No.twithstanding subdivisions 3 and
4, all income from the operation of the following types of businesses
shall be allocated as follows: = °

(a) All income from the op.eration of a farm shall be assig."ned‘ to

' ~ this state if the farm is located within this state and no such mcome

state.

(B) Income from a trade or business consisting principall of the
performance of personal or professional services silall be assigned to
this state if, and to the extent that, the services are performed

. within t_Eis state.

(c) For athletic teams when the visiting team does not share in the
gate receipts, all of the team’s income is assigned to the state in

which the team’s operation is based.

 Subd. 6. [NONBUSINESS INCOME.] For a trade or business for
which allocation of income within and without this state is required,
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if the taxpayer has _z income not connected with the trade or
A busmess carried on partly within and parily without this sfate that
income shall be allocated under subdivision 2. Intangible property is
employed in a trade or business if the owner " of the property holds Eoids 1t‘
as a means of furthering the trade or business.

Sec. 74. Mlnnesota Statutes 1986, ‘section 290.171, is amended to
read:

290.171 [ENACTME‘N T OF MULTISTATE TAX COMPACT]
The “multistate tax compact” is hereby enacted 1nto law to the

extent provided in this section and entered into with all jurisdictions
[ gally _]omlng tEereln, in the form substantlally as follows:

‘ Article L Pl'.lrposes. L

The purposes"of this compact are to: |
1. Facilitate proper determination of state and local tax liability of
mult1state taxpayers, including the equitable apportlonment of tax

bases and settlement of apportmnment d1sputes

2. Promote unlformlty or compatlblhty in 51gn1ﬁcant components
of tax systems. '

‘3. _Fac111tatetaxpajreli'Vconvenie'nce- and compliance in the filing of
tax returns and in other phases of tax administration.

4. Avoid duplicative taxation..-t-:.,‘_

Article TL. Definitions.
As used in this compact '
“State” means a state of the Umted States the District of

Columb1a the Commonwealth of Puerto RICO or any terrltory or
possession of the United States.

“Subdnnsmn means any governmental umt or speclal dlstrlct
of a state.

3. “Taxpayer” means any corporation, partnership, firm, associa-
tion, governmental unit or agency or _person acting as a busmess
entity in more than one state.

. “Income tax” means a tax 1mposed on or measured by net
1ncome mcludlng any tax imposed on or measured by an amount
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arrived at by deducting expenses from gross income, one or more
forms of which expenses are not specifically and directly related to
particular transactions.

5. “Capital stock tax” means a tax measured in any way by the
capital of a corporation considered in its entirety.

6. “Gross receipts tax” means a tax, other than a-sales tax, which
is imposed on or measured by the gross volume of business, in terms
- of gross receipts or in other terms, and in the determination of which
no deduction is allowed which would constitute the tax an income
tax.

7. “Sales tax” means a tax imposed with respect to the transfer for
a consideration of ownership, possession or custody of tangible
personal property or the rendering of services measured by the price
of the tangible personal property transferred or services rendered
.and which is required by state or local law to be separately stated
from the sales price by the seller, or which is customarily separately
stated from the sales price, but does not include a tax imposed
exclusively on the sale of a specifically identified commodlty or
artlcle or class of commodities or articles.

8. “Use tax” meang a nonrecurring tax, other than a sales tax,
which (a} is imposed on or with respect to the exercise or enjoyment
of any right or power over tangible personal property incident to the
ownership, possession or custody of that property or the leasing of
that property from another including any consumption, keeping,
retention, or other use of tangible personal property and (b) is
complementary to a sales tax. ‘

9. “Tax” means an income tax, capital stock tax, gross receipts tax,
sales tax, use tax, and any other tax which has a multistate impact,
except that the provisions of artieles Bl IV and article V of this
compact shall apply only to the taxes specﬁ'lcally designated therein
and the provisions of artiele EX of this compaet shall apply only in
respeet to determinations pursuant to article VL

%Amytaxpayefsubjee%teaﬂmeemetaxwhesemeeme}ss&bjeet
to appertionment and allocation for tax purpeses pursuant to the
lows of a party state or pursuant to the laws of subdivisions in twe
" or more party states may eleet to appertion and allocate his income
in the monner provided by the laws of sueh state or by the laws of
such states and subdivisions without reference to this compaet; or
may eleet to apportion and allocate in accordanee with artiele DL
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%seke&enhaﬂy#a*ye%maybemﬂdemaﬂpaﬁyst-&tesef
subdivisions thereof or in ey enc or more of the party states or
subdmsmsthereefmthe&treﬁareneete%hee}eehﬂﬁm&demthe
wsaensshal}beeeﬂsmlemdsep&ra%ely from state taxes and the
apportionmenit and allecation alse may be applied te the entire tax
base: In no instance wherein article IV is employed for all subdivi-
 sions of a state may the sum of all appertionments and allecations to
subdivisions within a state be greater than the apportionment and
allecation that would be assignable to that state if the appertion-
ment of allocation were being made with respeet to a state income
tax: :

Ta*payefgp&eﬂ—SheﬂFeFm—

%Eaehpm%ysta%e%anysubdm&mthe%eefwh&eh}mpesesaﬂ
ineome tax shall provide by law that any taxpayer required to file a
retaen; whose only activities within the taxing jurisdietion consist of
sales and do net melude owning or renting real cstate or tangible
personal property, and whese dollar volume of gress sales made
during the tax year within the state o subdivision; as the ease may
be; is not 1w exeess of $100,000 may eleet to report and pay any tax
due on the basis of a pereentage of sueh volume; and shall adoept
rates whieh shall produce a tax which reagenably approximeates the
tax otherwise due. The commissioner of revenue; after eonsultation
with the Muliistate Tox Commission; not mere than bnee in five
yvears; may adjest the $100,000 figure in erder to reflect such
changes as may occur in the real value of the dollar, and such
adjusted figure; upen adoption by the esmmissiener; shell replace
aﬂdsubdmsaenthefeémaymakethesameeleeﬁenav&ﬁ&blete
taxpayers additional te these speeified in this paragraph:

S—Nethmg}ntmsafﬁelerelaﬁestei&hefeﬁe%mgefpaymentef
"&nytaaee&hefth&naﬁmeemetaae
Amelemgmefm
}Asasedm%h&samele-&nless%heee&te*teshemsefeq&wes—
Ga}ﬁBusmessmeem&fﬁeaﬁsmeemeaﬂﬁﬁg&emtraﬁSﬂeﬁeﬂs
and activity in the regular eourse of the taxpayer’s trade or business;
and ineludes ineome from tangible and intangible preperty if the

aequisition; menagement; and dispesition of the property eonstitute
m%eg%&lpaﬂssﬂ&het—a*payei%fegulaf%mdeafbasmessepeﬁ&ﬁeﬁ&
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) “Commercial demicile” means the principal place frem which
the trade or business of the taxpayer is directed or managed:

) “Publie utihity” means any busiiess entity (B which ewns or
epef&tesaﬁypl&m—eqﬂtpment—p%perty—fmﬂeh&s&efheeﬂsefefthe
transmission of cormnmunications: transportation of goods or persens;
e*eeptbyp}pehﬂe-efthepmduetm&tmnsmissmﬁ—sale—dehveﬁe%
furnishing of eleetriciby;, water or steam; and (2) whese rates of
charges for goods orf services have been established or approved by a
fedeeal; state or loeal government or governmentsl ageney-

) “Sales” means all gross reeeipts of the toxpayer not allecated

(h) “State” means any state of the United States; the Distriet of
GColumbia; the GCommoenwealth of Puerte Rice; any territery er

pesses&mefthegﬂmed&&te&ﬂﬁdaﬂyfere}gneeﬂntfyerpehﬁeﬂl
subdivision thereof:

filed or; in the ease of application of this article to the apportionment
- and alleeation of income for loeal tax purposes; the subdivision er

taxable both within and witheut this state; ether than activity as a
financial organization or public utility or the rendering of purely
ﬁersenalsemeesbyan'mdiwdua}eraﬁymeemefeeewedbya
Minnesota resident individual or incowme from the operation of a
farm; shall allocate and appertion his net income as provided in this
article. If a taxpayer has income from business activity as o publie
utility but derives the greater percentoge of his ineome from
aetivities subjeet to this artiele; the taxpayer may eleet to allocate
&ﬂdappmmnhiseﬁn-fenetmeeme&spmﬂdedmthﬁaﬂ-}ele—

&Fe%p&rpesesefaﬁeeaﬂenandaﬁpememeﬁt&meemeaﬂda
this article; a taxpayer is taxable in another state if ) in that state
ke is subjeet to a net ineome tax; a franchise tax measured by net
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income; a franchise tax for the privilege of doing business; o a
eorporate steek tax; or (2) that state has jurisdiction to subject the
taxpayer to a net income tax regerdless of whether in faet; the state
deeserdeesna& ,

4. Al busmss ineome shaell be apportioncd to thie state by
multipbring the income by a fraction; the numerater of which is the
property factor plus the payroll fuctor plus the sales factor; and the
denominator of which is three: ,

5: The proporty factor is a fraction; the numerator of which is the
average value of the taxpayer’s real and tangible persenal property
owned or rented and used in this state during the tax period and the
denominator of which is the average value of all the taxpayer’s real
and tangible personal property owned or rented and used during the

6: Proporty owned by the taxpayer is valaed at its original eost:
Property rented by the taxpaver is valued at eight times the net
anntal rental rate: Net annual rental rate is the annual rental rate
pmdbythe%a*paye*lessaﬂyaﬂnuﬂlmn%alfa%efeeewedbyﬁhe
taxpayer from subrentals:

7 The average value of property shall be determined by averaging
the values at the beginning and ending of the tax period but the tax
administeator may reqaire the averaging of menthly values during
the tax period if reasonably required to refleet properly the average
value of the taxpayer's property

8. The payrol factor is a fraction; the numerator of which is the
total ameunt paid in this state during the tax period by the taxpayer
for compensation and the denominater of which is the total compen-

Q—QBH}pﬁ}Sﬁ-F}BH}Spﬁ-}dmth}BSE&teif—

& The individual's service is perforined both within and without
the state; but the serviee performed without the state is ineidental to
the individual’s serviee within the state; or

@Semeeﬁ%hesewieeispeﬂbmedinthestateand(—l-}bhebaseef
operations or if there is no base of operations; the place from which
%sewéeeisd&eeﬁed&eentmﬂedisi&#hesta%e;ef@}%hebaseef
sperations or the place frem which the serviee is direeted or
controlled is not in any state in which some part of the serviee is
perfermed; but the individual’s residence is in this state:
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10: The sales factor is a fraction; the numerator of which is the
total sales of the taxpayer in this state during the tax peried; and the
éenemma%erefwhlehis#hesetalsalesefbhe%&xpayefeveﬂﬁwhere
during the tax period:

{a) The property is delivered or shipped te a purchaser; other than
the United States gevernment; within this state regardless of the
f—e—b—peﬂefethefeend-lmﬁsefthesale-ef

&by The prepeﬂ-y is shipped from an office;, stere; warchouse;
factory; or other place of storage in thic state and () the purchoser
is the United States government or (2) the taxpayer is not taxable in
the state of the purchaser

12. Sales, other than sales of tangible personal property: are in

) The ineome-producing aetivity is performed beth in and
outside this state and a greater proportion of the ineome-producing
ae%mtywpe#&meém%hasst&teth&nmaﬁyebh&mbaseden

eestsefﬁeffemanee—
l&lftheallee&tleﬁand&ppefﬂeﬂmentpmwsw&séshmaﬁwle

do not faiely represent the extent of the taxpayer’s business aetivity
ir this state; the taxpaver may petibion for or the tex administrater

may reguire; in respeet to all or any part of the taxpayer’s business
(—a—}Sepafateaeeeun%mgL
{-b}illheexe-}uﬁenéaﬂyeneefmefeeféheﬁ&etafs-

(6 The inclusion of one ox more additienal factors which will faiely

" (@) The employment of any other method to cffectuate an equitable
allecation and appertionment of the taxpayer’s ineome:
. Article V. Elements of Sales and Use Tax Laws.

Tax Credit.

1. Each 'purchaser liable for a use tax on tangible personal
property shall be entitled to full credit for the combined amount or
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amounts of legally imposed sales or use taxes paid by him with
respect to the same property to another state and any subdivision
thereof. The credit shall be applied first against the amount of any
use tax due the state, and any unused portion of the credit shall then
be applied against the amount of any use tax due a subdivigion.

2. Whenever a vendor receives and accepts in good faith from a
purchaser a resale or other exemption certificate or other written
evidence of exemption authorized by the appropriate state or subdi-
vision taxing authority, the vendor shall be relieved of liability fora .
sales or use tax with respect to the transaction.

" Article VI. The Commission.

Organization and Management. _

1. (a} The multistate tax commission is hereby established. It shall
be composed of one “member” from each party state who shall be the
head of the state agency charged with the administration of the
types of taxes to which this compact applies. If there is more than
one such agency the state shall provide by law for the selection of the
commission member from the heads of the relevant agencies. State
law may provide that a member of the commission bé represented by
an alternate but only if there is on file with the commission writien
notification of the designation and identity of the alternate. The
attorney general of each party state or his designee, or other counsel
if the laws of the party state specifically provide, shall be entitled to
attend the meetihgs of the commission, but shall not vote. Such
attorneys general, designees, or other counsel shall receive all
notices of meetings required under paragraph 1(e) of this article.

(b) Each party state shall proﬁde by law for the selection of -
representatives from its subdivisions affected by this compact to
consult with the commission member from that state.

(¢) Each member shall be entitled to one voie. The commission
shall not act unless a majority of the members are present, and no
action shall be binding unless approved by a majority of the total
number of members.

(d) The commission shall adopt an oﬁiclal seal to be used as it may
provide.

() The commission shall hold an annual meeting and such other
regular meetings as its bylaws may provide and such special
meetings as its executive commitiee may determine. The commis-
sion bylaws shall specify the dates of the annual and any other
regular meetings, and shall provide for the giving of notice of
annual, regular and special ineetings. Notices of special meetings
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shall include the reasons therefor and an agenda of the items to be
considered.

.(f) The commission shall elect annually, from among its members,
a chairman, a vice chairman and a treasurer, The commission shall
appoint an executive director who shall serve at its pleasure, and it
shall fix his duties and compensation. The executive director shall
be secretary of the commission. The commission shall make provi-
gion for the honding of such of its officers and employees as it may
deem appropriate.

(g) Irrespective of the civil service, personnel or other merit
system laws of any party state, the executive director shall appoint
or discharge such personnel as may be necessary for the performance
of the functions of the commission and shall fix their duties and
compensation. The commission bylaws shall provide for personnel
policies and programs.

(h) The commission may borrow, accept or contract for the services
of personnel from any state, the United States, or any other
governmental entity,

(i) The commission may accept for any of its purposes and
functions any and all donations and grants of money, equipment,
supplies, materials and services, conditional or otherwise, from any
governmental entity, and may utilize and dispose of the same.

(j) The commission may establish one or more offices for the
transacting of its busmess

(k)-The commission shall adopt bylaws for the conduct of its
business. The commission. shall publish its bylaws in convenient
form, and shall file a copy of the bylaws and any amendments
thereto with the appropriate agency or oﬂ:icer in each of the party
states. .

(I) The commission annually shall make to the governor and
legislature of each party state a report covering its activities for the
preceding year. Any donation or grant accepted by the commission or
services borrowed shall be reported in the annual report of the
commission, and shall include the nature, amount and conditions, if
any, of the donation, gift, grant or services borrowed and the identity
of the donor or lender. The commission may make additional reports
as it may deem desirable.

Commitiees.

" 2. (a) To assist in the conduct of its business when the full
commission is not meeting, the commission shall have an executive
committee of seven members, including the chairman, vice chair-
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man, treasurer and four other members elected annually by the
commission. The executive committee, subject to the provisions of
this compact and consistent with the policies of the commission,
shall function as provided in the bylaws of the commission.

(b) The commission may establish advisory and technical commit-
tees, membership on which may include private persons and public
officials, in furthering any of its activities. Such committees may
consider any matter of concern to the commission, including prob-
lems of special interest to any party state and problems dealing Wlth
particular types of taxes

(¢) The commission may estabhsh such additional committees as
its bylaws may pr0v1de

Powers.

3. In addition to powers conferred elsewhere in this compact, the
commission shall have power to:

(a) Study state and local tax systems and partlcular types of state
and local taxes.

(b) Develop and recommend proposals for an increase in unifor-
mity or compatibility of state and local tax laws with'a view toward
encouraging the simplification and lmprovement of state and local
tax law and administration,

(¢) Compile and publish information as in its judgment would
assist the party states in implementation of the compact and
taxpayers in complying with state and local tax laws.

(d} Do all things necessary and incidental to the administration of
its functions pursuant to this compact.

Finance.

4. (a) The commissgion shall submit to the governor or designated
officer or officers of each party state a budget of its estimated
expenditures for such period as may be required by the laws of that
state for presentation to the legislature thereof.

(b} Each of the commission’s budgets of estimated expenditures
shall contain specific recommendations of the amounts to be appro-
priated by each of the party states. The total amount of appropria-
tions requested under any such budget shall be apportioned among
the party states as follows: one-tenth in equal shares; and the
remainder in proportion to the amount of revenue collected by each
party state and its subdivisions from income taxes, capital stock
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taxes, gross receipts taxes, sales and use taxes. In determining such
amounts, the commission shall employ such available public sources
of information as, in its judgment, present the most equitable and
accurate comparisons among the party states. Each of the
commission’s budgets of estimated expenditures and requests for
appropriations shall indicate the sources used in obtaining informa-
tion employed in applying the formula contained in this paragraph.

{c) The commission shall not pledge the credit of any party state.
The commiission may meet any of its obligations in whole or in part
with funds available to it under paragraph 1(i) of this article,
provided that the commission takes specific action setting aside such
funds prior to incurring any obligation to be met in whole or in part
in such manner. Except where the commission makes use of funds
available to it under paragraph 1(i), the commission shall not incur
any obligation prior to the allotment of funds by the party states
adequate to meet the same.

(d) The commission shall keep accurate accounts of all receipts
and disbursements. The receipts and disbursements of the commis-
sion shall be subject to the audit and accounting procedures estab-
lished under its bylaws. All receipts and disbursements of funds
handled by the commission shall be audited yearly by a certified or
licensed public accountant and the report of the audit shall be
included in and become part of the annual report of the commission.

{e) The accounts of the commission shall be open at any reasonable
time for inspection by duly constituted officers of the party states
and by any persons authorized by the commission.

(f) Nothing contained in this article shall be construed to prevent
commission compliance with laws relating to audit or inspection of
accounts by or on behalf of any government contrlbutmg to the
support of the commission.

Article VII. Uniform Regulations and Forms.

1. Whenever any two or more party states, or subdivisions of party
states, have uniform or similar provisions of law relating to an
income tax, capital stock tax, gross receipts tax, sales or use tax, the
commission may adopt uniform regulations for any phase of the
administration of such law, including assertmn\gf Jjurisdiction to tax,
or prescribing uniform tax ‘forms. The eommission may alse aet wnth
Pespeet te the provisiens of artiele IV of this compaet:

2. Prior to the adOptlon of any regulation, the corgmssmn shall:

(a) As provided in its bylaws, hold at least one public hearing on
due notice to all aﬁ'ected party states and subdivisions thereof and to
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all taxpayers and other persons who have made timely request of the
commission for advance notice of its regulation-making proceedings.

{(b) Afford all affected pai-ty states aﬁd subdivisions and interested
persons an opportunity to submit relevant written data and views,
which shall be considered fully by the commission.

3. The commission ghall submit any regulations adopted by it to
the appropriate officials of all party states and subdivisions to which
they might apply. Each such state and subdivision shall consider
any such regulation for adoption in accordance with its own laws and
procedures.

Article VIIL. Interstate Audits.

1. Any party state or subdivision thereof desiring to make or
participate in an audit of any accounts, books, papers, records or
other documents may request the commission to perform the audit
on its behalf. In responding to the request, the commission shall
have access to and may examine, at any reasonable time, such
accounts, books, papers, records, and other documents and any
relevant property or stock of merchandise. The commisgion may’
enter into agreements with party states or their subdivisions for
assistance in performance of the audit, The commission shall make
charges, to be paid by the state or local governmeént or governments
for which it performs the service, for any audits performed by it in
order to reimburse itself for-the actual costs incurred in making the
audit.

2. The commission may require the attendance of any person
within the state where it is conducting an audit or part thereof at a
time and place fixed by it within such state for the purpose of giving
testimony with respect to any account, book, paper, document, other
record, property or stock of merchandise being examined in connec-
tion with the audit. If the person is not within the jurisdiction, he
may be required to attend for such purpose at any time and place
fixed by the commission within the state of which he is a resident,
provided that such state has adopted this article.

3. The commission may apply to any court having power to issue
compulsory process for orders in aid of its powers and responsibili-
ties pursuant to this article and any and all such courts shall have
* jurisdiction to issue such orders. Failure of any person to obey any
such order shall be punishable as contempt of the issuing court. If
the party or subject matter on account of which the commission
seeks an order is within the jurisdiction of the court to which
application is made, such application may be to a court in the state
or subdivision on behalf of which the audit is being made or a court
in the state in which the object of the order being sought is situated,
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The provisions of this paragraph apply only to courts in a state that
has adopted this article.

4. The commission may decline to perform any audit requested if
it finds that its available personnel or other resources are insuffi-
cient for the purpose or that, in the terms requested, the audit is
impracticable of satisfactory performance. If the commission, on the
basis of its experience, has reason to believe that an audit of a
particular taxpayer, either at a particular time or on a particular
schedule, would be of interest to a number of party states or their
" subdivisions, it may offer to make the audit or audits, the offer to be
contingent on sufficient participation therein as determined by the
commission.

5. Information obtained by any audit pursuant to this article shall
be confidential and available only for tax purposes to party states,
their subdivisions or the United States. Availability of information
shall be in accordance with the laws of the states or subdivisions on
whose account the commission performs the audit, and only through
the appropriate agencies or officers of such states or subdivisions.
Nothing in this article shall be construed to reguire any taxpayer to
keep records for any period not otherwise required by law.

6. Other arrangements made or authorized pursuant to law for
cooperative audit by or on behalf of the party states or any of their
subdivisions are not superseded or invalidated by this article.

7. In no event shall the commission make any charge against a
taxpayer for an audit.

8. As used in this article, “tax,” in addition to the meaning
ascribed to it in article II, means any tax or license fee imposed in
whole or in part for revenue purposes.

Article IX. Arbitration.

1. Whenever the commission finds a need for settling disputes
concerning apportionments and allocations by arbitration, it may
adopt a regulation placing this article in effect, notwithstanding the
provisions of article VIL ,

2. The commission shall select and maintain an arbitration panel
composed of officers and employees of state and local governments
and private persons who shall be knowledgeable and experlenced in
matters of tax law and administration.

3. Whenever&t—a*payerwheh&seleetedteemﬁleyameleme%
whenever the laws of the party state states or subdivision subdivi-
sions thereof are substantially identical with the relevant provisions
of artiele IV this chapter, the taxpayer, by written notice to the
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commission and to each party state or subdivision thereof that would
be affected, may secure arbitration of an apportionment or alloca-
tion, if he is dissatisfied with the final administrative determination
of the tax agency of the state or subdivision with respect thereto on
the ground that it would subject him to double or multiple taxation
by two or more party states or subdivisions thereof. Each party state
and subdivision thereof hereby consents to the arbltratmn as pro-
vided herein, and agrees to be bound thereby. .

4. The arbitration board shall be composed of one person selected .
by the taxpayer, one by the agency or agencies involved, and one
member of the commission’s arbitration panel. If the agencies
involved are unable to agree on the person to be selected by them,
such person shall be selected by lot from the total membership of the
arbitration panel. The two persons selected for the board in the
manner provided by the foregoing provisions of this paragraph shall
jointly select the third member of the board. If they are unable to
agree on the selection, the third member shall be selected by lot from
among the total membership of the arbitration panel. No member of
a board selected by lot shall be qualified to serve if he is an officer or
employee or is otherwise affiliated with any party to the arbitration
proceeding. Residence within the jurisdiction of a party to the
arbitration proceeding shall not constitute affiliation w1th1n the
meaning of this paragraph. :

5. The board may sit in any state. or subdivision party to the
proceeding, in the state of the taxpayer’s incorperation, residence or
domicile, in any state where the taxpayer does business, or in any
place that it finds most appropriate for gaining access to evidence
relevant to the matter before it.

6. The board shall give due notice of the times and places of its
hearings. The parties shall be entitled to be heard, to present
evidence, and to examine and cross-examine witnesses. The board
shall act by majority vote.

7. The board shall have power to administer oaths, take testimony,
subpoena and require the attendance of witnesses and the produc-
tion of accounts, books, papers, records, and other documents, and
issue commissions to take testimony. Subpoenas may be s1gned by
any member of the board. In case of failure to obey a subpoena, and
upon application by the board, any judge of a court of competent
jurisdiction of the state in which the board is sitting or in which the
person to whom the subpoena is directed may be found may make an
order requiring compliance with the subpoena, and the court may
punish failure to obey the order as a contempt. The provisions of this
paragraph apply only in states that have adopted this article.

8. Unless the parties otherwise agree the expenses and other costs
of the arbitration shall be assessed and allocated among the parties
by the board in such manner as it may determine. The commission
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shall fix a schedule of compensation for members of arbitration
boards and of other allowable expenses and costs. No officer or
employee of a state or local government who serves as a member of
a board shall be entitled to compensation therefor unless he is
required on account of his service to forego the regular compensation
attaching to his public employment, but any such board member
shall be entitled to expenses.

9. The board shall determine the disputed apportionment or .
allocation and any matters necessary thereto. The determinations of
the board shall be final for purposes of making the apportlonment or

allocation, but for no. other purpose.

10. The board shall file With the commission and with each tax
agency represented in the proceeding: the determination of the
board; the board’s written statement of its reasons therefor; the
record of the board’s proceedings; and any other documents requ1red
by the arbitration rules of the commission to be filed.

11. The commission shall publish the determinations of boards
together with the statements of the reasons therefor.

12. The commission shall adopt and publish rules of procedure and
practice and shall file a copy of such rules and of any amendment
thereto with the appropriate agency or officer in each of the party
states.

13. Nothing contained herein shall prevent at any time a written
compromise of any matter or matters in dispute, if otherwise lawful,
by the parties to the arbitration proceedings.

Article X. Entry Into Force and Withdrawal.

1. This compact shall become effective as to any other state upon
its enactment. The commission-shall arrange for notification of all
party states whenever there is a new enactment of the compact.

2. Any party state may withdraw from this compact by enacting a
statute repealing the same. No withdrawal ghall affect any liability
already incurred by or chargeable to a party state prior to the time
of such withdrawal. _

3. No proceeding commenced before an arbitration board prior to
the withdrawal of a state and to which the withdrawing state or any
subdivision thereof is a party shall be discontinued or terminated by
the withdrawal, nor shall the board thereby lose jurisdiction over
any of the parties to the proceeding necessary to make a binding
determination therein. o
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Artiele X1, Effect on Other Laws and Jurisdictions.
Nothing in this compact shall be construed to:

(a) Affect the power of any state or subdivision thereof to fix rates

of taxation; exeept that a party state shall be ebligated to implement
article HI 2 of this compsaes.

(b) Apply to any tax or fixed fee imposed for the registration of a
motor vehicle or any tax on motor fuel, other than a sales tax,
provided that the definition of “tax” in article VIIT 9 may apply for
the purposes of that article and the commission’s powers of study
and recommendation pursuant to article VI 3 may apply.

{¢) Withdraw or limit the jurisdiction of any state or local court or
administrative officer or body with respect to any person, corpora-
tion or other entity or subject matter, except to the extent that such
Jjurisdiction is expressly conferred by or pursuant to thls compact
upon another agency or hody. . :

(d) Supersede or limit the jurisdiction of any court of the United
States.

Article XII. Construction and Severability.

This compact shall be liberally construed so as to effectuate the
purposes thereof. The provisions of this compact shall be severable
and if any phrase, clause, sentence, or provision of this compact is
declared to be contrary to the constitution of any state or of the
United States or the applicability thereof to any government,
agency, person or circumstance is held invalid, the validity of the
remainder of this compact and the applicability thereof to any
government, agency, person or circumstance shall not be affected
thereby. If this compact shall be held contrary to the constitution of
any state participating therein, the compact shall remain in full
force and effect as to the remaining party states and in full force and
effect as to the state affected as to all severable matters.

Sec. 75. [290.191} [APPORTIONMENT OF NET INCOME.]

Subdivision 1. [GENERAL RULE.] Except as otherwise provided
in section 290.17, subdivision 5, the net income from a trade or

business carried on partly within and partlz without this state must
be apportioned to this state as provided in th1s section.

Subd. 2. [APPORTIONMENT FORMULA OF GENERAL APPLI-
CATION.T Except for those trades or businesses required to use a
different formula under subdivision 3 or section 290.35 or 290.36,
and for those trades or businesses that receive permission to use
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some other method under section 290.20 or under subdivision 4, a
trade or business required to apportion its net income shall appor-
tlon its income to this state on the basis of the percenfage obtained
by taking the sum off

1) 70 Qercenf of the percentage which the sales made within this
state in connection with the tra%e or business during the tax period
are of the total sales wherever made in connection with the trade or

business during the tax period;

(2) 15 percent of the percentage which the total tangible property
used by the taxpayer in this state in connection with the trade or

business during the tax period is of the total fangible property,
wherever iocate%l,ﬁe@ the taxpayer in connection with the traée
or business during the tax period; and '

(3) g percent of the percentage which the taxpayer’s total payrolls
paid or incurred in this state or paid in respect to ];abor performed in

this state in connection with the trade or business during the tax
period are of the taxpayer’s total payrolls paid or incurred in
connection with the trade or business during the tax period.

Subd. 3. [APPORTIONMENT FORMULA FOR FINANCIAL IN-
STITUTIONS.] Except a regulated investment company required to
apportion its income under section 290.36, g'ﬁnancia% institution
that is required to apportion 1is net income shall apportion its net
income to this stafe on the basis of the percentage obtained by
taking the sum of* ‘ -

(1) 70 percent of the percentage which the receipts from within
this state in connection with the trade or business during the tax
period are of the total receipts in connection with the trade or

business during the tax period, from wherever derived,

(2) 15 percent of the percentage which the sum of the total
tangible property used by the taxpayer in this state and the
intangible property owned by the taxpayer and attributed to this
state in connection with the trade or business during the tax period

ay

is of the sum of the total tangible property, wherever located, use
the taxpayer and the intangible property owned by the taxpayer and
attributed to all states in connection with the trade or business

during the tax period; and

(3) 15 percent of the pércentage which the taxpayer’s total payrolls
paid or incurred in this state or paid in respect to labor performed In
this state in connection with the trade or business during the tax
period are of the taxpayers total pagrolls paid or incurred in

connection with the trade or business during the tax period.

Subd. 4. [APPORTIONMENT FORMULA FOR CERTAIN MAIL
ORDER BUSINESSES.] If the business consists exclusively of the
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selling of tangible personal property and services in response to
orders received by United States mail or telephone, and 100 percent
of the taxpayer’s property and payroll is within Minnesota, tEen the

taxpayer may apportion net income to Minnesota based solely upon
the percentage that the sales made within this state in connection
with the traaie or business during the tax period are of fhe total sales
wherever made in connection with the trade or business during the
tax period. Property and payroll factors shall be disregarded. In
H_ermlmng ehgibility for this subdivision, the sale not in the
ordinary course of business of tangible or intangible assets used in
conductn}g business activities shall be dlsregardg_d_T}ns subdivision
is repealed effective for taxable year—begmnmg after December 31,

1988.

Subd. 5. [DETERMINATION OF SALES FACTOR.] (a) For pur-
oses of _fus gection, the following rules apply in determining the
ales factor.

(b) Sales of tangible personal property are made within this state
(1) if the property is received by a purchaser, other than the United
States g government at a point within this staie, and the taxpayer is
taxable 1n this state, regardless of the F.0.b. point, other conditions of
the sale, or the ultimate destination of the property or (i} the

roperty is shipp ipped from an office, store, warehouse, factory, or other-
place of- storage in this state and the purchaser 18 the Uniied States

government

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

(d) Notwithstanding paragraphs (b) and (c), when intoxicating
liquor, wine, fermented malt beverages, cigarettes, or tobacco prod-
ucts ave sold to a purchaser who is licensed by a state or political
subdivision to resell this property ‘only within the state of ultimate
destination, the sale is made in that state.

(e) Sales made by or through a corporation that is qualified as a
domestic international sales corporation under section 992 of the

Internal Revenue Code are not considered to have been made within
this state.

(f) Sales, other than sales of tangible personal property, are made
in this state if

(1) the income-producing activity is performed in this state; or

(2) the income-producing activity is %erfo rmed both in and outside
thls state and a greater proportion CT t e income-producing activity
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is performed in this state than in any other state, based on costs of

Berﬁ)rmance

Subd. 6. [DETERMINATTION OF RECEIPTS FACTOR FOR FI-
NANCIAT, INSTITUTIOQNS.] {a) For purposes of this section, the
rules in this subdivision and subdivisions 7 and 8 apply in deter-

mining the receipts factor for financial institutions.

(b) “Receipts” for this purpose means gross income, including net
taxable gain on disposition of assets and money market transactions
in money market insiruments when derived from transactions and
activities in the regular course of the taxpayer’s trade or business.
Contra-expense items are not receipts for purposes of the r receipts
factor.

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

(d) “Securities” means United States Treasury securities, obliga-
tions of United States government agencies and corporations, obli-
galions of stale and pohtlcal subdivisions, corporate stock and other
securities, participations in securities backed by mortgages held by
United States or state government agencies, loan-backed securities
and similar investments to the extent the investments are reflected
as assels under generally accepted accounting glnmples

{e) Receipts from the lease or rental of real or tangible personal
property (including boih finance leases and true leases) must be
attributed to this state if the property is "is located in this state.
Tangible personal property that is characteristically moving prop-
erty, such as motor ve%lcles rolling stock, aircraft, vessels, mobile

equipment, and the like, is considered to be Tocated ] in a state if:

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

1:@ state.

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

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

(h} Interest income and other receipts from commercial loans not
secured by real or tangible personal property must be attributed to
thigs state if the proceeds of the loan are to be applied in this state.

Ifit cannot be determined where the funds are to be a Q]ghed the

income and receipts are attributed to the state in which the business
applied for the Toan. ‘Apphed for” means initial inquiry (including
customer assistance in preparing the loan application} or submis-

sion of a completed loan application, whichever occurs first.

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

() Interest income and other receipts including service charges
from financial institution credit card and travel and entertainment
credit card receivables and credit card holders” fees must be attrib-
uted to the state to which the card charges and fees are regularly
billed.

(k) Merchant discount income derived from financial institution
credit card holder transactions with a merchant must be attributed
to the state in which the merchant is located. In the case of

merchant discounts atiributable to sales made from locatlons within
the state shall be atiributed to this state. It shall be presumed,
subject to Tebuttal, that the location of a merchant is the address
shown on fhe invoice submitted by the merchant to the taxpayer.

(1) Receipts from the performance of fiduciary and other services
must be attributed to the state in which the benefits of the services
are consumed. If the benefits are consumed in more than one state,
the receipts from those benefits must be apportioned fo this state pro
rata according to the portion of the benefits consumed i in in this state.

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

{n} Receipts from investments of a financial institution in securi-
ties of this state, its political subdivisions, agencies, and instrumen-
talities must be attributed to this state.

Subd. L [RECEIPTS FROM INVESTMENTS IN NONSTATE
SECURITIES; HOW APPORTIONED.] Receipts from investments
of a financial institution in other securities and from money market
mstruments must be apportioned to this state based on the ratio
that total deposits from this state, its residents (including any
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business with an office or other place of business in this state), its
political subdivisions, agencies, and instrumentalities bear to the
total deposits from all states, their residents, their political subdi-
visions, agencies, and mstrumentalities. In the case of an unregu-

lated financial institution subject to this section, these receipts are
apportioned to this state based on the ratio that its gross business

income earned from sources within this state bears to gross business
income earned from sources within all states. For purposes of this
subdivision, deposits made by this state, its residents, its politica
subdivisions, agencies, and instrumentalities shall be attributed to

this state, whether or not the deposits are accepted or maintained by

the taxpayer at locations within this state.’

Subd. 8. [DEPOSIT; DEFINITION.] (a) “Deposit,” as used in
subdivision 7, has the meanings in this subdivision.

(b) “Deposit” means the unpaid balance of money or its equivalent
received or held by a financial institution in the usual course of

business and for which it has given or is obligated to give credit,
either conditionally or unconditionally, to a commerc_iaﬁmecliing,
savings, time, or thrift account whether or not advance notice is
required to withdraw the credited funds, or which 1s evidenced by its
certificate of deposil, thrifi certificate, investment certificate, or
certificate of indebtedness, or other similar name, or a check or draft
drawn against a deposit account and certified by the financial
institution, or a letter of credit or a traveler’s check on which the
financial institution is primarily liable. However, without limiting
the generality of the term “money or its equivalent,” any such
account or instrument must be regarded as evidencing the receipt of
the equivalent of money when credited or issued in exchange for
checks or drafts or for a promissory note upon which the person
obtaining the credit or instrument is primarily or secondarily iiabie,
or for a charge against a deposit account, or in settlement of checks,
drafts, or other instruments forwarded to the bank for collection.

(c) “Depesit” means trust funds received or held h)ilghg financial
ingtitution, whether held in the trust department or held or depos-

ited in any other department of the financial institution.

(d) “Deposit” means money received or held by a financial insti-
tution, or the credit given for money or its equivaient received or
held by a financial institution, in the usual course of business for a

special or specific purpose, regardless of the Tegal relationship so
established. Under this paragraph, “deposit” includes, but is not

[imited to, escrow funds, funds held as security for an obligation due
to the financial institution or others (including funds held as dealers
reserves) or for securities loaned by the bank, Tunds deposited by a
debtor 10 meet maturing obligations, funds deposited as advance
payment on subscriptions to United States government securities,
funds held for distribution or purchase of securities, funds held to
meet its acceptances or letters of credit, and withheld taxes. It does
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not include funds received by the financial institution for immediate
application to the reduction of an indebtedness to the receiving

financial institution, or under condition that the receipt of the funds
immediately reduces or extinguishes the indebtedness.

(e) “Deposit” means outstanding drafts (including advice or au-
thorization to charge a financial nstitution’s balance in another
such institution), cashier’s checks, money orders, or other officer’s
checks 1ssued in the usual course of business for any purpose, but not
including those issued in payment for services, dividends, or pur-
chases or other costs or expenses of the financial institution itself.

) “Deposit” means money or its equivalent held as a credit
balance by a financial institution on behalf of its customer if the
entity is engaged in soliciting and holding such balances in the
regular course of its business.

(g) Interinstitution fund transfers are not deposits.

Subd. 9. [DETERMINATION OF PROPERTY FACTOR; GEN-
ERAL RULES] For all taxpayers, the property factor includes
tangible property, real, personal, and mixed, owned or rented, and
used by the taxpayer in connection with the trade or business, as set
forth in subdivision 10. For financial institufions only, the property
factor also includes intangible property, as set forth in subdivision
11. For both tangible and intangible property, the property included
in the property factor is the average of the total property used by the
taxpayer in connection with its business during the tax period. Such
averages must be on a commensurate basis for property within and

without the state.

Subd. 10. [PROPERTY FACTOR; TANGIBLE PROPERTY.] (a)
Tangible property includes land, buildings, machinery and equip-
ment, inventories, and other tangible personal property actually
used by the taxpayer during the taxable year in carrying on the
business activities of the taxpayer. Tangible property which is
separatel¥ allocated under section 290.17 is not includable in the

property factor. - T

accounts receivable, or other evidences of indebtedness, special
privileges, franchises, and goodwill, are specifically excluded from
the property factor, except as otherwise provided for financial
institutions in subdivision 11.

(c) The value of tangible property that is owned by the taxpayer
and that is to be used 1n the apportionment fraction is the original

cost adjusted for any later capital additions or improvements and

partial disposition by reason of sale, exchange, or abandonment.
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(d) For purposes of computing the property factor, United States
government property that is used by the taxpayer must be consid-
ered owned by t_Ee taxpayer. _

{e) Property that is rented by the taxpayer g valued at eight times
the net annual rental. Net annual rental 1s the annual rental paid by -

the taxpayer less any annual rental received by the taxpayer from
subrentals. Tf the-sulﬁrents'taken into account in determining the

net annual rental produce a negative or clearly maccurate value for
any item of property, another method that will properly reflect the
value of rented property may be required by the commissioner or
requested by the taxpayer. In no case, however, shall the value be Iess
than an amount which bears the same ratio to the annual rental
paid by the taxpayer for such property as the fair market value of
that portion of the property used by the taxpayer bears to the total
Tair market value of the rented property. Rents paid during the year
cannot be averaged. ,

{0 A person filing a combined report shall use this method of
calculating the property factor for all members of the group.

Subd. 11. [FINANCIAL INSTITUTIONS; PROPERTY FACTOR.]
(a) For financial institutions, the property factor includes, as well as
tangible property, intangible property as set fqrth in this subdivi-

sion.

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

(d) Coin and currency located in this state must be attributed to
this state.

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

() Assets in the nature of loans that are secured by real or

tangible personal property must be attributed to this state if and to
the extent that the security property is located within this state.

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

this state. e T

_ (h) Assets in the nature of commércial loan and installment

obligations that are unsecured or secured by intangible property
must be attributed to this state if the loan proceeds of the loan are
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to be- agghed in this state. If it cannot be determined where the
funds are to be applied, the asseis musi IE attributed to the state in
which the business applied for the Toan. “Applied for” means initial
inquiry (including customer as ass15tance in preparing the loan alEEh-
-cation) or submission of a complebed Toan application, whichever

occurs first.

[6))] é ' artici ating financial institution’s portion of a participation
loan shall be attributed under paragraphs (e) to (h).

Q) Flnanc1al institution credit card and travel and entertainment
credlt card receivables must be attrlbuted to the state to which the

. Subd. 12. [DETERMINATION OF PAYROLL FACTOR.] (a) The
payroll factor mist be determined in the same wa}i for all taxpayers

“(b) Wages or salaries must be determined to be pald or incurred in
this state if the individual with respect to whom the wages or
salaries are paid is either employed within this state or is actually
engaged 1n 1n work in the territorial confines of this state, or if working
without this state, is identified w1th or accountable “to an office
within this state.

(c) The w wages or salarles paid to officers and employees working
from offices within this state are considered payroll within this state
even though the officers and employees employment requires them
to spend working time without this state. Officers and employees
whose employment requires them to work without the state entirely
and who are assigned to an office without the state, are not
considered employees within the state for the purpose of apportlon-
ment even though their salaries are paid from the taxpayer’s general
offices within the state.

-Sec. 76. Minnesota Statutes 1986, section 290,20, subdivisien 1, is
amended to read:;

Subdivision 1. The methods prescribed by section 29019 75 shall
be presumed to determine fairly and correctly the taxpayer’s  taxable
net income allocable to this state. Any taxpayer feeling aggt!teved by
the applieation of the metheds se preseribed may
eemmiﬁmeneﬁfefdetepmmaﬁenefs&ehnetmeemebyt-heﬂseef
seme other method; including separate accounting. Thereupen; the
eemm}ssmeranﬁﬁdmg%h&tthe&ppheaﬁenefbhemethedspm-
seribed by seetion 290:-19 will be unjust te the texpayer may allow
the use of the methods co petitiened for by the taxpayer; of mey
the moaning of this seetion shall be deemed to have been filed by the
toxpayer if the taxpayer’s veturn wses o method other than the
methods preseribed by seetion 20019, and if such return shall have
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attached thereto a statement setting forth the reasons for the use of
sueh other methed If the methods prescribed by section 75 do not
fairly reflect all or any part of taxable net income allocable to this
state, the taxpayer may petition for or the commissioner may require
the determination of net income by the use of another method, if

that method fairly reflects net income. These other methods may
include:

(1) separate accounting;

(3} including one or more additional factors; or

{(4) some other method.

Sec. 77. Minnesota Statutes 1986, section 290.20, is amended by
adding a subdivision to read:

Subd. 1a. A petition within the meaning of this section must be
filed by the taxpayer in the form required by the commissioner.

Sec. 78. Minnesota Statutes 1986, éection 290.21, subdivision 3, is
amended to read:

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

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

(b) to or for the use of any community chest, corporation, organi-
zation, trust, fund, association, or foundation located in and carry-
ing on substantially all of its activities within this state, organized
and operating exclusively for religious, charitable, public cemetery,
geientifie,  literary, artistic, or educational purposes, or for the
prevention of cruelty to children or animals, no part of the net
earnings of which inures to the benefit of any private stockholder or
individual,

(c) to a fraternal society, order, or association, operating under the
lodge system located in and carrying on substantially all of their
activities within this state if such contributions or gifts are to be
used exclusively for the purposes specified in subdivision 3(b), or for
or to posts or organizations of war veterans or auxiliary units or
societies of such posts or organizations, if they are within the state
and no part of their net income inures to the benefit of any private
shareholder or individual,
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(d) to or for the use of the United States of America for exclusively
public purposes; and to or for the use of any ecommunity chest;
eorporation; trust; fund, assoeiation; or foundation; organised and
eperated e*elamely for any of the purposes speeified in subdivisien
3th and (e} po purt of the net carnings of which inures to the benefit
of any private sharchelder or individual, but not eareying on
substantially all of their activitios within this state; in an amount
eq&a}%etheFa%}eeﬁMmﬁeseEataﬁableﬂetmeemetetetalﬂe%
}ﬁeeme it the contribution or gift consists of real property located in

innesota,

(e} the total deduction hereunder shall not exceed 15 percent of the
taxpayer’s taxable nel income less the deductions allowable under
this section other than those for contributions or gifts, '

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

Sec. 79. Minnesota Statutes 1986, section 290.21, subdivision 4, is
amended to read:

Subd. 4. (a) 85 80 percent of dividends received by a corporation
during the taxable year from another corporation, when the corpo-
rate stock with respect to which dividends are paid does not
constitute the stock in trade of the taxpayer or would not be included
in the inventory of the taxpayer, or does not constitute property held
by the taxpayer primarily for sale to customers in the ordinary
course of the taxpayer’s trade or business, or when thé trade or
business of the taxpayer does not consist principally of the holding of
the stocks and the collection of the income and gains therefrom. The
remaining +5 20 percent shall be allowed if the recipient owns 80
percent or more of all the voting stock of the other corporation and
the dividends were paid from income arising out of business done in
this state by the corporation paying the dividends. If the dividends
were declared from income arising out of business done within and
without this state, then a proportion of the remainder shall be
allowed as a deduction. The proportion must be that which the
amount of the taxable net income of the corporation paying the
dividends assignable or allocable to this state bears to the entire net
income of the corporation. The amounts must be determined by the
returns under this chapter of the corporation paying the dividends
for the taxable year preceding their distribution. The burden is on
the taxpayer to show that the amount of remainder claimed as a
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deduction has been received from income arising out of business
done in this state.

{b) If the trade or business of the taxpayer consists principally of
the holding of the stocks and the collection of the income and gains
therefrom, dividends received by a corporation during the taxable
year from another corporation, if the recipient owns 80 percent or
more of all the voting stock of the other corporation, from income
arising out of business done in this state by the corporation paying
the dividends. If the dividends were declared from income arising
out of business done within and without this state, then a proportion
of the dividends shall be allowed as a deduetion. The proportion
must be that which the amount of the taxable net income of the
corporation paying the dividends assignable or allocable to this state
bears to the entire net income of the corporation. The amounts must
be determined by the returns under this chapter of the corporation
paying the dividends for the taxable year preceding their distribu-
tion. The burden is on the taxpayer to show that the amount of
dividends claimed as a deduction has been received from income
arising out of business done in this state.

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

The dividend deduction provided in this subdivision does not
apply to a dividend from a corporation which, for the taxable year of
the corporation in which the distribution is made or for the next
preceding taxable yvear of the corporation, is a corporation exempt
from tax under section 501 of the Internal Revenue Code of 1954
1986, as amended through December 31, 1985 1986.

The dividend deduction provided in this subdivision applies to the
amount of regulated investment company dividends only to the
extent determined under section 854(b) of the Internal Revenue
Code of 1954 1986, as amended through December 31, 1985 1986.

The dividend deduction provided in this subdivision shall not be
allowed with respect to any dividend for which a deduction is not
allowed under the provisions of section 246(c) of the Internal
Revenue Code of 1854 1986, as amended through December 31, 1935
1986.

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

(e} Pividends received by a ecorporation from another corperation
whieh is orzanized under the lows of g foreign country or a politicat
subdivision of a foreign eountry, if the dividends are paid from

incorme arising from sourees without the United States, the common-
wealth of Puerte Rieo; and the possessions of the United States: The
deduction provided by this elause subdivision does not apply if the
eorporate stoek with respeet to whieh dividends are paid eonstitutes
the steck i trade of the taxpayer, or would be meluded i the
inventory of the laxpaver, or censtilties preperky held by the
taxpayer peimardy for sale to eustomers in the ordinary course of the
taxpayer’s trade or business; or i the trade or business of the
texpayer eonsists prineipally of the helding of steeks and the
eollection of the ineome or gains therefrom; or if the dividends are
paid by a FSC as defined in section 922 of the Internal Revenue Code
of 1864 1986, as amended through December 31, 1985- No dizdidend
fﬁaybededuetedaﬁderthtselause}f&fsdeduetedﬁﬂd&elauseé&}
1986.

Sec. 80. Minnesota Statutes 1986, section 290.34, subdivision 2, is
amended to read:

Subd. 2. [AFFILIATED OR RELATED CORPORATIONS, COM-
BINED REPORT.] {(a) When a corporation which is required to file
an income tax return is affiliated with or related to any other
corporation through stock ownership by the same interests or as
parent or subsidiary corporations, or has its income regulated

-through contract or other arrangement, the commissioner of reve-
nue may permit or require such combined report as, in the
commissioner’s opinion, is necessary in order to determine the
taxable net in¢come of any one of the affiliated or related corpora-
tions. Hor purpeses of computing either the arithimetie average or
weighted appertionment formulas under seebion 290-19; sabdiwvsion
1 for each eorporation invelved; the numerator of the fraetion shall
be that corperation’s sales, preperty, and payroll in Minncsota and
thedeaemmatspshaﬂbethetetﬂ}sales—paﬂelkaﬂdprepeméaﬂ
the eorporations shown on the eombined report- The combined report
shall refleet the income of the entire unitary business as provided in
seetion 29017; subdivision 2; ciause (4 The eombined report shall
refleet ineome only from cerporations ereated or orpanized in the
Usnited States or under the laws of the United States or of any state;
the Distriet of Gelumbig, the commonwealth of Paerto Rieo; any
pessessmnefthe@n&ed&ates-efaﬂypehﬁea}s&bdyﬁs&enef&ayef
the foregoing and frem a ESC as defined in seetion 922 of the
Internal Revenne Gode of 1954, as amended through December 335
1985 All intereompany trancactions between companies which are
eontained on the eombined repeﬂ; shaell be eliminated: This subdi-
visien shall not apply to insuranee companies whose ineome is
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determined under seetion 29035 of to Hvestment companics whese

(b) If a corporation has been divested from the unitary group and
is included in a combined report for a fractional part of the common
accounting period that the report is based on, then the sales,
property, and payroll attributed to the corporation in the apportion-
ment formula must be prorated or separately accounted and must
show for what part of the accounting period the corporation is
included in the report. ' '

(c} The combined report shall reflect the income of the entire
unitary business as provided in section 290.17, subdivision 3. If a
corporation has been divested from the unitary group and is in-
cluded in the combined report for a fractional part of the commeon
accounting period that the combined report is based on, its income
includable in the combined report is its income for that part of the
edr. :

Sec. 81. Minnesota Statutes 1986, section 290.35, is amended to
read: '

290.35 [INSURANCE COMPANIES; REPORT OF NET INCOME;
COMPUTATION OF AMOUNT OF INCOME ALLOCABLE TO
STATE.]

Subdivision 1. [COMPUTATION OF TAXABLE NET INCOME .|
The taxable net income of insurance companies taxable under this
chapter shall be computed as follows:

Each such company shall report to the commissioner the net
mcome returned by it for the taxable year to the United States under
the provisions of the act of congress, known as the revenue act of
1936, or that it would be required to return as net income thereun-
der if it were in effect. Notwithstanding the provisions of the
Revenue Act of 1936, whether or not an insurance company is

exempt from taxation must be determined under section 290.05.

Subd. 2. [APPORTIONMENT OF TAXABLE NET INCOME.] The
coramissioner shall compute therefrom the taxable net income of
such companies by assigning to this state that proportion thereof
which the gross premiums collected by them during the taxable year
from old and new business within this state bears to the total gross
premiums collected by them during that year from their entire old
and new business, including reinsurance premiums; provided, the
commissioner shall add to the taxable net income so apportioned to
this state the amount of any taxes on premiums paid by the company
by virtue of any law of this state (other than the surcharge on
premiums imposed by sections 69.54 to 69.56) which shall have been
deducted from gross income by the company in arriving at its total
net income under the provisions of such act of congress.
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(a) For purposes of determlmng the Minnesota  apportionment
percentage premlums from reinsurance contracts assumed from
companies domiciled in Minnesota and premiums in connection
with property in or Tiability arising out of activity in, or In
connection with the lives or health of Minnesota residents s shall be
assigned to Minnesota and premiums from reinsurance centracts
assumed from companies domiciled outside of Minnesota and pre-
miums in connection with properiy In or liability arising out of
activity in, or in connection with the lives or health of ne non-

Minnesota residents shall be assigned outside of Minnesota.

(b} The apportlonment method prescribed by paragraph (a) shall
be pr presumed to fairly and correctly determine the taxpayer’s taxable
net income. If the method prescribed in ]@ragraph (a) does not fairly
reflect all or any part of taxable net Income, the taxpayer mAa%
petition for or the commissioner may require the determination o
taxable net income by use of another method if that method fairly
reflects taxable net income. A petition within the meaning of this
section must be filed by the taxpayer on such form as the commis-
gioner shall require.

Subd. 3. [CREDIT.] An insurance corapany shall receive a credit
against the tax e equal to any taxes based on premiums paid by it that
are attributable to the period for which the tax under this chapteris
imposed by virtue 1e of any law of this state, other than the surcharge

on premiums imposed by sections 69.54 to 69.56.

Sec. 82. Minnesota Statutes 1986, section 290.36, is amended to
read:

290.36 |INVESTMENT COMPANIES; REPORT OF NET IN-
COME; COMPUTATION OF AMOUNT OF INCOME ALLOCABLE
TO STATE.]

The taxable net income of investment ¢companies shall be com-
puted as follows:

Each investmeni company transacting business as such in this
state shall report to the commissioner the net income returned by
the company for the taxable year to the United States under the
provisions of the Internal Revenue Code of 1954 1986, as amended
through December 31, 1985 1986, less the crediis provided therein
and subject to the adjustments required by this chapter. The com-
missioner shall compute therefrom the taxable net income of the
investment company by assigning to this state that proportion of
such net income, less such credits which the aggregate of the gross
payments collected by the company during the taxable year from old
and new business upon investment contracts issued by the company
and held by residents of this state, bears to the total amount of the
gross payments collected during such year by the company from such
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business upon investment contracts issued by the company and held
by persons residing within the state and elsewhere.

As used in this section, the term “investment company” means
any person, copartnership, association, or corporation, whether local
or foreign, coming within the purview of section 54.26, and who or
which is registered under the Investment Company Act of 1940
(United States Code, title 15, section 80a-1 and following), as
amended through December 31, 1986, and who or which selicits or
receives payments to be made to itself and which issues therefor, or
has issued therefor and has or shall have outstanding so-called
bonds, shares, coupons, certificates of membership, or other evi-
dences of obligation or agreement or pretended agreement to return
to the holders or owners thereof money or anything of value at some
future date; and as to whom the gross payments received during the
taxable year in question upon oulstanding investment contracts,
plus interest and dividends earned on investment contracts deter-
mined by prorating the total dividends and interest for the taxable
year in guestion in the same proportion that certificate reserves as.
. defined by the Investment Company Act of:1940, as amended
through December 31, 1986, is to total assets, shall be at least 50
percent of the company’s gross payments upon investment contracts
plus gross income from all other sources except dividends from
subsidiaries for the taxable year in question. The term “investment
contract” shall mean any such so-called bonds, shares, coupons,
certificates of membership, or other evidences of obligation or
agreement or pretended agreement issued by an investment com-

parny.

Sec. 83. Minnesota Statutes 1986, section 290.37, subdivision 1, is
amended to read:

Subdivision 1. [PERSONS MAKING RETURNS.] (a) The commis-
sioner of revenue shall annually determine the gross income levels
at, which individuals, trusts, and estates shall be required to file a
return for cach taxable year. An individual who is not a Minnesota
resident for any part of the year is not required to file a Minnesota
income tax return if the individual’s Minnesota gross income
computed under section 290.06, subdivision 2e¢, clause (f)(1) is less
than the filing requirements for an individual who is a full year
resident of Minnesota with the same marital status and number of
personal credits.

The decedent’s final income tax return, and all other income tax
returns for prior years where the decedent had gross income in
excess of the minimum amount at which an individual is required to
file and did not file, shall be filed by the decedent’s personal
representative, if any. If there is no personal representative, the
return or returns shall be filed by the transferees as defined in
section 290.29, subdivision 3, who receive any property of the
decedent.
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The trustee or other fiduciary of property held in trust shall file a
return with respect to the taxable net income of such trust if that
exceeds an amount determined by the commissioner if such trust
belongs to the class of taxable persons.

Every corporation shall file a return, if the corporation is subject
to the state’s jurisdiction to tax under section 42, subdivision 5. The
refurn in the case of a corporation shall be s s1gned by a person
designated by the corporation. The commissioner may adopt rules
for the filing of one return on behalf of the members of an affiliated
group of corporations that are required to file a combined report if
the affiliated group includes a eerporation bank subject to tax under
seetion 200.361. The return in the ease of a corporation shall be
signed by o person designated by the eorporation this chapter.
Members of an afﬁhated group that elect to file one return on behalf

of the members of the group under rules adopted by the: commis-

sioner may modify or rescind the election by filing the form required
by the commissioner.

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

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

{¢) For purposes of this subdivision the term “gross income” shall
mean gross income as defined in section 61 of the Internal Revenue
Code of 1954, as amended through December 31, 1985, modified and
adjusted in accordance with the provisions of sections 290.01,
subdivision 20b, clauses (1), (6), (7), and (8), 290.08, and 290.17.

Sec. 84..1290.371] [NOTICE OF BUSINESS ACTIVITIES RE-
PORT.]

Subdivision 1. [REPORT REQUIRED.] Every corporation that,
during any calendar year or fiscal accounting year ending after
December 31, 1986, carried on any activity or owned or maintained
any property in this state, unless specifically exempted .under
subdivision 3, shall be requlred to file a notice of business activities

report, as pr0v1ded in this section. Filing of the report shall not be a

factor in determining whether a corporation is subject to taxation
under this chapter.

Subd. 2. [ACTIVITIES] Activities or property maintenance in
this state which require corporations to file this report are:

(1} the maintenance in this state of an office or other place of

business;
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(2) the maintenance of personnel in Minnesota, .including the
presence ice of employees, agents, representatwes or 1ndependent con-
tractors in connection with the corporation’s business, even though
not regularly stationed in Minnesota;

(3) the ownershlp or maintenance of real property, angjble
person“Tproperty, or 1ntang1ble property used l_)z the ogporatlon in
Mlnnesota ]

(4) receiving payments from persons re51d111g in Minnesota, or
businesses locat& n Minnesota, aggregatin in excess of $25 000
regardless of any connections w1th tElS state;

(5) the derivation of i mcome from any source or sources Wlthm
Minnesota; and

(6) any other activity or property in, or interrelationships with,
Minnesota as demgnated by theé commissioner.

Subd. 3. [EXEMPTIONS 1 A corporation shall not be. Julred to
file a notice of busmess activities report ift

(1) by the end of an accountlng period for which it was otherwise

eguu‘ed to file a notice of business activities report under this

section, it had received a certificate of authorlty to do business in
thlS state; , , .

(2)a timely return or report has been filed under section 290 05,
subdivision 4; or 290.37; or

(3) the corporation is exempt from taxation under this chapter
pursuant to section 290 05 subd1v1smn 1.

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

'Subd. 5. [FAILURE TO FILE TIMELY REPORT] (a) Any corpo-
ration r: egulred to file a notice of business activities report shall not
maintain any action or proceeding in any state or federal court in
Minnesota unless the corporation ha*tzled a notice of business

activities report.

(b) The failure of a corporation to file a tlmely report prevents the
use of the courts in this state for all contracts executed and all

causes of action that arose at any fime before the end of the last
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accounting period for which the corporatlon falled tofilea egm red
report.

(c) The court in which the issues arise has the powe r to excuse the
corporation for its failure to file a report when due, and restore the
t of access to the courts in this state, if the corporation has paid

al% taxes, interest, and civil penalties due the state for all periods, or

prov1ded tfor payment nt of them by adequate security or bond approved
by the commissioner.

Sec, 85. anesota Statutes 1986, sectmn 290 41 subdivision 2, is
amended to read:

Subd. 2. [BY PERSONS, CORPORATIONS, COOPERATIVES,
GOVERNMENTAL ENTITIES OR SCHOOL DISTRICTS.] To the
extent required by section 6041 of the Internal Revenue Code of
1986, as amended through December 31, 1986, every person, corpo-
ration, or cooperative, the state of "Minnesota and its political
subd1v1s1ons and every city, county and school district in Minnesota,
making payments in the regular course of a trade or business during
the taxable year to any person or corporation of $600 or more on
account of rents or royalties, or of $10 or more on account of interest,
or $10 or more on account of dividends or patronage dividends, or
$600 or more on account of either wages, salaries, commissions, fees,
prizes, awards, pensions, annuities, or any other fixed or determin-
able gains, profits or income, not otherwise reportable under section
290.92, subdivision 7, or on account of earnings of $10 or more
distributed to its members by savings, building and loan associa-
tions or credit unions chartered under the laws of this state or the
United States, (a) shall make a return (except in cases where a valid
agreement to participate in the combined federal and state informa-
tion reporting system has been entered into, and such return is
therefore filed only with the commissioner of internal revenue
pursuant to the applicable filing and informational reporting re-
quirements of the Internal Revenue Code of 1954 1986, as amended
through December 31, 1985 1986) in respect to such payments in
excess of the amounts specified, giving the names and addresses of
the persons to whom such payments were made, the amounts paid to
each, and (b) shall make a return in respect. to the total number of
such payments and total amount of such payments, for each category
of income specified, which were in excess of the amounts specified.
This subdivision shall not apply to the payment of interest or
dividends to a person who was a nonresident of Minnesota for the
entire year. '

A person, corporation, or cooperative required to file returns
under this subdivision on interest, dividends, or patronage dividend
payments with respect to more than 50 payees for any calendar year
must file all of these returns on magnetic media unless the person
establishes to the satisfaction of the commissioner that compliance
with this requirement wourld be an undue hardship.
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Sec. 86. Minnesota Statutes 1986, section 290.41, subdivision 3, is
amended to read:

Subd. 3. [BY BROKERS.] The commissioner of revenue may
require every person doing business as a broker to furnish the
commissioner with the name and address of each customer for whom
they have transacted business, and with such details regarding gross
proceeds and other information as to transactions of any customer as
will enable the commissioner to determine whether all income tax
due on profits or gains of such customers has been paid. The
provisions of section 6045 of the Internal Revenue Code of 1954
1986, as amended through December 31, 1985 1986, which define
terms and provide the requirements that a statement be furnished
to the customer shall apply.

Sec. 87. Minnesota Statutés 1986, section 290.42, is amended to
read:

290.42 [FILING RETURNS, DATE.]

The returns required to he made under sections 290.37 to 290.39
and 290.41, other than those under section 290.41, subdivisions 3
and 4, which shall be made within 30 days after demand therefor by
the commissioner, shall be filed at the following times:

(1) Returns made on the basis of the calendar year shall be filed on
the fifteenth day of April, following the close of the calendar year,
except that returns of corporations shall be filed on the fifteenth day
of March following the close of the calendar year;

(2) Returns made on the basis of the fiscal year shall be filed on the
fifteenth day of the fourth month following the close of such fiscal
year, except that returns of corporations shall be filed on the
fifteenth day of the third month following the close of the fiscal year;

(3) Returns made for a fractional part of a year as an incident to
a change from one taxable year to another shall be filed on the
fifteenth day of the fourth month following the close of the period for
which made, except that such returns of corporations shall be filed
on the fifteenth day of the third month following the close of the
period for which made;

(4) Other returns for a fractional part of a year shall be filed on the
fifteenth day of the fourth month following the end of the month in
which falls the last day of the period for which the return is made,
except that such returns of corporations shall be filed on the
fifteenth day of the third month following the end of the month in
which falls the last day of the period for which the return is made:




2746 JourNAL oF THE House [38th Day

In the case of a final return of a decedent for a fractional part of a
year, such return shall be filed on the fifteenth day of the fourth
month following the close of the 12-month period which began with
the first day of such fractional part of a year.

(4a) In the case of the return of a cooperative association such
returns shall be filed on or before the fifteenth day of the ninth
month following the close of the taxable year.

(4db) If a corporatlon has been divested from a unitary group and
files a return for a fractional part of a year in which it was a member
of a unitary business that files a combined report under section
290.34, subdivision 2, the divested corporation’s return must be filed
on the 15th day of the third month following the close of the common

accounting perlod ‘that includes the fractional year.

(5) If the due date for any return required under this chapter falls
upon:

A Saturday, Sunday, or a legal holiday such return filed by the
next succeeding day which is not a Saturday, Sunday, or legal
holiday shall be considered to be timely filed. The term “legal
holiday” means any day made a holiday in Minnesota by section

645.44, subdivision 5 or by the laws of the United States.

(6) In case of sickness, absence, or other disability, or when, in the
commissioner’s judgment, good cause exists, the commissioner may
extend the” time for filing these returns for not more than six
months, except as provided for corporations and except that where
the failure is due to absence outside the United States the commis-
sioner may extend the period as provided in section 6081 of the
Internal Revenue Code of 1954, as amended through December 31,
1985. The commissioner may require each taxpayer in any of such
cases to file a tentative return at the time fixed for filing the
regularly required return from the taxpayer, and to pay a tax on the
basis of such tentative return at the times required for the payment
of taxes on the basis of the regularly required return from such
taxpayer. The commissioner may grant an extension of up to seven
months for filing the return of a corporation subject to tax under this
chapter if the corporation files a tentative return at the time fixed
for filing the regularly required return and pays the tax on the basis
of the tentative return in accordance with this section and section
200.45.

,(7)A Every person making a return under section 290.41 (except
subdivisions 3 and 4) shall furnish to each person whose name is set
forth in the return a written statement showing

(A) the name and address of the person making the return, and




38th Day] Monpay, ApriL 27, 1987 2747

- (B) the aggregate amount of payments to the person showu on the
return,

This written statement shall be furnished to the person on or
before January 31 of the year following the calendar year for which
the return was made. A duphcate of this written statement shall be
furnished to the commissioner on or before February 28 of the year
following the calendar year for which the return was made.

Sec. 88. Minnesota Statutes 1986, section 290. 50 subd1v1310n 1,is
amended to read

Subd1v1510n 1. [PROCEDURE TIME LIMIT.] (a) A taxpayer who
has paid or from whom there has been collected an amount of tax for
any vear in excess of the amount legally due for that year, may file
with the commissioner a claim for a refund of such excess. Except as
otherwise provided in this section, no claim or refund shall be
allowed or made after 3% years from the date prescribed for filing
the return (plus any extension of time granted for filing the return,
but only if filed within the extended time) or after two years from the
date of overpayment, whichever period is longer, unless before the
expiration of the period a claim is filed by the taxpayer. For this
purpose an income tax return or amended return claiming an
overpayment shall constitute a claim for refund

(b) If no clalm was filed, the credit or refund shall not exceed the
amount which would be allowable if a claim was filed on the date the
credit or refund is allowed.

(¢) If a claim relates to an overpayment on account of a failure to
deduct a loss due to a bad debt or to .a security becoming worthless,
. the claim shall be allowed if filed within seven years from the date
prescribed in section 290.42 for the filing of the return, and the
refund or credit shall be 11m1ted to the amount of overpayment
attributable to the loss.

. (d) For purposes of this section, the prepayment of tax made

through the Wlthholdlng of tax at the source, or payment of
estimated tax, prior to the due date of the tax are considered as
having been pald on the last day prescribed by law for the payment
of the tax by the taxpayer. A return filed before the due date shall be
considered as filed on the due date

- (e). Except as prov1ded in sections 273.1314, subdivision 10a,
290 92, subdivision 13, 290.93, subdivision 9, and 290, 936, interest
on the overpayment refunded or credited to the taxpayer shall be
allowed at the rate specified in section 270.76 computed from the
date of payment of the tax until the date the refund is paid or credit
is made to the taxpayer. However, to the extent that the basis for the
refund is a net operating loss carryback or a capital loss carryback,
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interest shall be cbmputed only froin the end of the taxable year in
which the loss occurs. _

(D) If a taxpayer reports a change in federal gross income, items of
tax preference, deductions, credits, or a renegotiation,.or files a copy
of the taxpayer’s amended federal return, within 90 days as provided
by section 290.56, subdivision 2, a refund may be made of any
overpayment within one year after such report or amended return is
filed except as provided in subdivision 2.

(g) There is hereby appropriated from the general fund to the
commissioner of revenue the amounts necessary to make payments
of refunds allowed pursuant to this section.

Sec. 89. Minnesota Statutes 1986, section 290.934, subdivision 2,
is amended to read: ' . ,

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

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

Sgc. 90. Minnesota Statutes 1986, section 290.9725, is amended to
read. ’ .

290.9725 [ELECTION BY SMALL BUSINESS CORPORATION.]

Any corporation having a valid election in effect under section
1362 of the Internal Revenue Code of 1954 1986, as amended
through December 31, 1985 1986, shall not be subject to the taxes
imposed by this chapter, except the tax impeosed under section

| (1) the corporation shall be subject to the tax imposed under
section 290.92; and . T ‘

(2) the corporation shall be subject to the tax imposed under
section 290.02 In any fax period in which it recognizes income for.
federal income tax purposes under Internal Revenue Code, Section
1363(d), 1374, or 1375; the total amount of income recognized is the
federal taxable income for the corporation within the meaning of
section 290.01, subdivision 19; E___E(—B provisions of sections 290.01,
subdivisions 19a to 191, and 290.17 to 290.20, shall be employed to
determine the taxable net income of the corporation; and the taxable

e

net income of the corporation shall be its taxable income, except that
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any net operating loss carryforward that arose in a year when there
was 1o election in effect under Section 1362 of the Internal Revenue
Code shall be allowed as a deduction.

Sec. 91. [290.9741] [ELECTION BY REMIC.]

A corporation having a valid election as a Real Estate Mortgage .
Investment Conduit (REMIC) in effect under section 860D(b) of the .
Internal Revenue Code of 1986, as amended through December 31,
1986, shall not be subject to the taxes imposed by this chapter except
the tax imposed under section 290.92.

Sec. 92. [290.9742) [REMIC INCOME TAXABLE TO HOLDERS
OF INTERESTS.] ; o

The income of a REMIC shall be taxable to the holders of interests
in the REMIC as provided in sections 860A to 860G of the Internal
Revenue Code of 1986, as amended through December 31, 1986. The
income of the holders shall be computed under the provisions of this

chapter.

Sec. 93. Minnesota Statutes 1986, section 299F.21, subdivision 1,
is amended to read: '

Subdivision 1. [ESTIMATED INSTALLMENT PAYMENTS.] On
or before April 15, June 15, and December 15 of each year, every
licensed insurance company, including reciprocals; or interinsur-
ance exchanges er Lleyds, doing business in the state, excepting
farmers’ mutual fire insurdance companies and township mutual fire
insurance companies, shall pay to the commissioner of revenue
installments equal to one-third of, a tax upon its fire premiums or
assessments or both, as fellews: -

A based on a sum equal to one-half of one percent of the estimated
gross fire premiums and assessments, less return premiums and
dividends, on all direct business received by it in this state, or by its
agents for it, in cash or otherwise, during the eslendar year,
" including premiums on policies covering fire risks only on automo-
biles, whether written under floater form or otherwise. In the case of
a mutual company or reciprocal exchange the dividends or savings
paid or credited to members in this state shall be construed to be
return premiums. The money so received into the state treasury
shall be credited to the general fund.

penalties and interest as provided in seetion 290.53; subdivision 1,
shall be impesed: A company that fails to make payments of at least
one-third of either (1) the total tax paid during the previous calendar
year or (2) 80 percent of the actual tax for the current calendar year

1s subject to the penalty and inferest provided in this chapter.
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Sec. 94. Minnesota Statutes 1986, section 299F.21, is amended by
adding a subdivision to read:

Subd. 1a. [ADDITION TO THE TAX.] In case of an underpayment
of installments by an insurer, there shall be added to the tax _%or the
taxable year an amount determined at the rate specified in section
270.75 upon the amount of underpayment.

Sec. 95. Minnesota Statutes 1986, section 299F.21, is amended by
adding a subdivision to read: _

Subd. 1b. [AMOUNT OF UNDERPAYMENT.] For purposes of
subdivision la, the amount of the underpayment is the excess of: (1}

the amount of the installment; over (2) the amount, if any, of the

Tnstallment paid on or before the last date prescribed for payment.

Sec. 96, Minnesota Statutes 1986, section 299F.21, is amended by
adding a subdivision to read:

Subd. 1lc. [PERIOD OF UNDERFPAYMENT.] The period of the
underpayment runs from the date the installment was required to be
paid to the earliest of the following dates:

(1) on March 1 following the close of the taxable year;

(2) with respect to any portion of the underpayment, the date on
which that portion is paid. For purposes of this clause, a payment of
estimated tax on any installment date is considered a payment of
any previous underpayment only to the extent the payment exceeds
Eh_examount of the installment determined under clause (I, for the

installment date.

Sec. 97. Minnesota Statutes 1986, section 299F.21, is amendéd by
adding a subdivision to read:

Subd, 1d. [DEFINITION OF TAX.] The term “tax” means the tax
imposed by chapter 299F, '

Sec. 98. Minnesota Statutes 1986, section 299F.21, is amended by
adding a subdivision to read:

Subd. le. [FAILURE TO FILE AN ESTIMATE.] In the case of an

insurer which fails to file an estimated tax statement for a taxable
ear when one is required, the period of the underpayment shall run
%romfﬁe installment dates as set forth in subdivision 1 to whichever

of the periods set forth in subdivision I¢ is the earlier.

Sec. 99. Minnesota Statutes 1986, section 299E.21, subdivision 2,
is amended to read:
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Subd. 2. [ANNUAL RETURNS.] (a) Every insurer required to pay
a premium tax under this section shall make and file a statement of
estimated premium taxes for the period covered by the installment
tax payment. The statement shall be in the form prescribed by the
commissioner of revenue,

(b) On or before March 1, annually every insurer subject to
taxation under this section shall make an annual return for the
preceding calendar year setting forth information the commissioner
of revenue may reasonably require on forms prescribed by the
commissioner.

(¢ On March 1, the insurer shall pay any additional amount due
for the preceding calendar year; if there has been an overpayment,
the overpayment may be credited without interest on the estimated
tax due April 15.

(d) If unpaid by this date, penalties and interest as provided in
section 290.53, subdivision 1, shall be imposed.

Sec. 100. [ESTIMATED TAXES, EXCEPTION. ]

ta) For taxable years beginning after December 31, 1986, but
~before Ja anuary 1, 1988, the commissioner of revenue shall not assess
any penalties, mterest or additions to tax that are the result of the

taxpayer’s failure to make sufficient estimated tax ayments due to
the alternative minimum tax imposed by section 64. This exception
shall apply o only to the extent thal the corporation’s liability for the
alternative minimum tax increases the corporation’s llablhty under
the franchise tax imposed by section 290.02.

{b) No addition to tax, penalties or 1nterest shall be made under
Minnesota Statutes, section 990,53 or 290.934 for a any period before
March 15, 1988, with respect to an underpayment of estimated tax,
to the extent the underpayment was created or increased by the
- enactment of changes in the definition of taxable income enacted as

part of the Tax Reform Act of 1986, Public Law Number 99-514, and
adopted by reference to federal law.

See. 101, [COMPUTATION OF 1987 GROSS PREMIUMS TAX.]

For calendar year 1987 the 0ss premiums tax under Minnesota
Statutes, section 60A.15 as applle to fraternal benefit societies and

- the workers’ compensatlon reinsurance association, and the premi-
ums of domestic mutual insurance companies that were re exempt
prior to enactment of this act shall equal one-half of the amount of
tax that would be due if the tax were imposed for the full calendar

year. Estimated tax equal to, at least, 80 percent of the tax computed
under this section musl be p paid by December 15, 1987, or the
penalties and interest for failure to pay or undegpayment_ﬁ'

estimated tax under Minnesota Statutes, section 60A.15, appl Y-
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Sec. 102. [REPEALER.] .

{a) Minnesota Statutes 1986, sections 290.01, subdivision 20d;
290.068, subdivision 6; 290.069, subdivisions 1, 2, 3, 5, 6, and 7;
290.07, subdivision b; 290.071; 290.073; 290.075; 290.09; 290.095,
subdivisions 8 and 10; 290.13; 290.15; 290.16; 290.165; 290.175;

290.18; 290.19; 290.21, subdivisions 5, 6, and 8; 290.26, subdivision
2; and 290.361, are repealed.

(b) Minnesota Statutes 1986, sections 60A.15, subdivision 2;
61A.49; 62E.13, subdivision 9; 64B.24; and 69.021, subdivision 3a,

are repealed.
Sec. 103. [EFFECTIVE DATE ]

graph (b) and the provisions in paragraph (c) relating to divestment
of a corporation from a unitary group and section 87 are effective for
taxable years beginning after December 31, 1985. The balance of
section 80 is effective for taxable years beginning after December 31,
1986. Sections 1 to 32, 101, and 102, paragraph (b), are effective the

~ day following final enactment.

ARTICLE 3

PROPERTY TAX REFUND

Section 1. Minnesota Statutes 1986, section 290A.03, subdivision
3, is amended to read: ' } .

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

(a) the greater of federal adjusted gross income as defined in the
Internal Revenue Code of 1954 as amended through December 31
1985 or zero; and ~ : '

(b} the sum of the following amounts to the extent not included in
clause (a):

(1) additiens to federal adjusted gress ineome as provided in

G4 all nontaxable income;
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i) recognized net long-term eapial gains (ii) the amount of a
passive activity loss that is not disallowed as a result of section 469
paragraph (@) or 71) of the Internal Revenue Code and the amoulﬂf
passive activity loss carryover allowed under section 469(b) of the
Internal Revenue Code;

section 116 of the Internal Revenue Cede of 1854 (iii) an amount
equal to the total of any discharge of qualified farm indebtedness of
a solvent individual excluded from gross income under section
108(g) of the Internal Revenue Code;

&7 (iv) cash public assistance and relief;

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

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

Gri (vii) workers” compensation;
G (viii) unemployment benefits;
{2 nontaxable strike benefits;

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

i) (x) the ordinary income portion of a lump sum distribution
under section 402(e) of the Internal Revenue Code of 1854; and

i) (xi) eontributions made by the claimant to an individual
retirement account, including a qualified voluntary employee con-
tribution; simplified employee pension plan; self-employed retire-
ment plan; cash or deferred arrangement plan under section 401(k)
of the Internal Revenue Code of 1954; or deferred compensation plan
under section 457 of the Internal Revenue Code of 1954.

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

(2) “Income” does not include

{a) amounts excluded pursuant to the Internal Revenue Code,
sections 101(a), 102, 117, and 121, :

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

(c) surplus food or other relief in kind supplied by a governmental
agency; 7 .

(d) relief granted under this chapter;

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

(D the first $2,000 of household income if the claimant was
disabled on or before June 1 or attained the age of 65 prior to June
1 of the year following the year for which the taxes were levied or in
which the rent was paid.

Sec. 2. Minnesota Statutes 1986, section 290A.03, subdivision 8, is
amended to read:

Subd. 8. [CLAIMANT.] (a} “Claimant” means a person, other than
a dependent, who filed a claim authorized by this chapter and who
was demiciled in a resident of this state as provided in chapter 290
during the calendar year for which the claim for relief was filed.

(b) In the case of a claim relating to rent constituting property
taxes, the claimant shall have resided in a rented or leased unit on
which ad valorem taxes or payments made in lieu of ad valorem
taxes, including payments of special assessments imposed in lieu of
ad valorem taxes, are payable at some time during the calendar year
covered by the claim.

{¢) “Claimant” shall not include a resident of a nursing home,
intermediate care facility, or long-term residential facility whose
rent constituting property taxes is paid pursuant to the supplemen-
tal security income program under title XVI of the Social Security
Act, the Minnesota supplemental aid program under sections
256D.35 to 256D.41, the medical assistance program pursuant to
title XIX of the Social Security Act, or the general assistance
medical care program pursuant to section 2561.03, subdivision 3. If
only a portion of the rent constituting property taxes is paid by these




38th Day] Monpay, Arri 27, 1987 2755

programs, the resident shall be a claimant for purposes of this
chapter, but the refund calculated pursuant to section 290A.04 shall
be multiplied by a fraction, the numerator of which is income as
defined in subdivision 3 reduced by the total amount of income from
the above sources other than vendor payments under the medical
assistance program or the general assistance medical care program
and the denominator of which is income as defined in subdivision 3
plus vendor payments under the medical assistance program or the
general assistance medical care program, to determine the allowable
refund pursuant to this chapter. For purposes of this paragraph and
paragraph {(d), household income or income as defined in subdivision
3 must not be reduced by the $2,000 reduction provided in subdivi-
sion 3, paragraph (2}, clause (f), for claimants who are disabled or
age 65 or more. ‘ :

(d) Notwithstanding paragraph (¢), if the claimant was a resident
of the nursing home, intermediate care facility or long-term resi-
dential facility for only a portion of the calendar year covered by the
claim, the claimant may compute rent constituting property taxes
by disregarding the rent comstituting property taxes from the
nursing home, intermediate care facility, or long-term residential
facility and use only that amount of rent constituting property taxes
or property taxes payable relating to that portion of the year when
the claimant was not in the facility. The claimant’s household
income is the income for the entlre calendar year covered by the
claim.

{e) In the case of a claim for rent constituting property taxes of a
part-year Minnesota resident, the income and rental reflected in this
computation shall be for the period of Minnesota residency only. Any
rental expenses paid which may be reflected in arriving at federal
adjusted gross income cannot be utilized for this computation. When
two individuals of a- household are able to meet the qualifications for
a claimant, they may determine among them as to who the claimant
shall be. If they are unable to agree, the matter shall be referred to
the commissioner of revenue whose decision shall be final. If a
homestead property owner was a part-year Minnesota resident, the
income reflected in the computation made pursuant to section
290A.04 shall be for the entire calendar year, including income not
assignable to Minnesota.

(f) If a homestead is occupied by two or more renters, who are not
husband and wife, the rent shall be deemed to be paid equally by
each, and separate claims shall be filed by each. The income of each
shall be each renter’s household income for purposes of computing.
the amount of credit to be allowed.

Sec. 3. Minnesota Statutes 1986, section 290A.03, is amended by
adding a subdivision to read:

Subd. 15. [INTERNAL REVENUE CODE.] “Internal Revenue

Code” means the Internal Revenue Code of 1986, as amended

through December 31, 1986.
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Sec. 4. Minnesota Statutes 1986, section 290A.04, subdivision 2, is
amended to read:
Subd. 2. A claimant whose property taxes payable or rent constitut-
ing property taxes are in excess of the percentage of the household
income stated below shall pay an amount equal te the percent of
income shown for the appropriate household income level along with
the percent to be paid by the claimant of the remaining amount of
property taxes payable or rent constituting property taxes. The state

refund will be equal to the amount of property taxes payable or rent
constituting property taxes that remain, up to the state refund
amount shown below,

. Percent Maximum
Houschold - Percent Paid by State
Income of Income Claimant Refund
Net loss and up
te $2.999 10 pereent . 5 pereent $1.125
3;090 to 3,499 1.0 percent’ 6 6 percent $3;125 $1,000
3,500 to 3,999 1.0 percent 7 B percent $1;125 1,000
4,000 to 4,499 1.0 percent 8 J percent $1, $1,000
4,500 to 4, 1999 1.0 percent 9 10 percent $1;125 ‘ﬁ:'O_O_G
5,000 to 5999 1.0 percent 10 IT percent $1; $1,000
6,000 to 6,999 "1.0 percent - 11 12 percent $1,125 $1 000
7,000 to 7,999 1.0 percent 12 T3 percent $3:425 31,000
8,000 to 8,999 1.1 percent 13 T5 percent $1;325 $1,000
9,000 to 9,999 . 1.2 percent 34 16 percent $1.,125 $1,000
10,000 to 10,999 1.3 percent 15 19 percent $1.326 § 850
11, 000 to 11,999 1.4 percent 36 20 percent $1.125F 850
12,000 to 12,999 1.5 percent 17 21 percent $3:3256 5 850
13.000 to 13,999 1.5 percent 18 23 percent $3,125F 850
14,000 to 14,999 1.5 percent - 19 24 percent $1.125F 850
15,000 to 15,999 . 1.5 percent 20 25 percent $1125% 850
16,000 to 16,999 1.5 percent 21 26 percent $1,1235F 850
17,000 to- 17,999 1.5 percent 22 28 percent $1125§ J00
18,000 to 18,999 1.5 percent 23 29 percent $1;126F 700
19,000 to 19,999 1.5 percent 24 30 percent $1.125% B00
20,000 to 20,999 1.6 percent 25 33 percent $1.,125F 500
21,000 to 21,999 1.6 percent 2% 47 percent $1;1256 3 400
22,000 to 22.999. 1.6 percent 28 44 percent $1.1253F 300
23,000 to 23,999 1.8 percent 31 47 percent $1;1256 3 200
24,000 to 24,999 . 18 percent 3350 percent $510565F 100
25,000 te 25,099 18 pereent 36 pereent $1,080
26000 to 26,999 2.0 pereent 38 pereent $1;050
27,000 to 27,999 2.0 percent 41 pereent $1,020
28;000 to 28.990 20 pereont 44 pereent § 090
29,000 to 29,999 2.0 pereent 47 perecnt $ 960
31,000 to 31,999 ‘2.2 pereent 50 pereent § 990
32,000 te 32.999 2.2 perecent 50 pereent $ 800
33.000 to 33,999 2.2 pereent 50 pereent $ 700
34;000 to 34,999 22 perecnt 50 percent $ 600
35,000 to 35,999 2.2 pereent . 50 pereent § 500
37000 te 37,999 24 pereent 50 pereont $ 300
38;000 to 38,999 24 pereent 50 pereent § 200
40,000 and ever 24 percent &0 perecnt -0-
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. The payment made to a claimant shall be the amount of the state
refund calculated pursuant to this subdivision, less the homestead
credit given pursuant to section 273.13, subdivisions 22 and 23. No
payment is allowed if the claimant’s household income is $40.000
- $25,000 or more.

Sec. 5. Minnesota Statutes 1986, sectlon 290A.06, is amended to
read:

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

Any claim for a refund based on property taxes payable shall be
filed with the department of revenue on or before August 15 of the
year in which the property taxes are due and payable. A copy of the
claimant’s state income tax return for the taxable year preceding the
year in which the property taxes are payable must be filed with the
claim if the claimant filed an income {fax return for that year.

Any claim for rent constituting property taxes sha]l be filed with
the department of revenue on or before August 15 of the year
following the year in which the rent was paid. A copy of the
clalmant’s state income tax return for the taxable year in whlch the

income tax return for that year.

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

A claim filed after the original or extended due date shall be
allowed, but the amount of credit shall be reduced by five percent of
the amount otherwise allowable, plus an additional five percent for
each month of delinquency, nol. exceeding a total reduction of 25
percent which may be canceled or reduced by the commissioner-in
the case of sickness, absence, or other disability, or when in the
commissioner’s judgment other good cause exists. In any event no
claim shall be allowed if the initial claim is filed one year after the
original due date for filing the clalm

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

Sec. 6 Mlnnesota Statutes 1986 section 290A.18, is amended to -
read:
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290A.18 [RIGHT TO FILE CLAIM; RIGHT TO RECEIVE
CREDIT ]

Subdivision 1. [CLAIM BY SURVIVING SPOUSE OR DEPEN-
DENT.JIf a person entitled to relief under this chapter dies prior to
receiving relief, the surviving spouse or dependent of the person
shall be entitled to file the claim and receive relief. If there is no
surviving spouse or dependent, the right to the credit shall lapse.

Subd, 2. {CLAIMANT CANNOT BE LOCATED.] If the commis-
sioner cannot locate the claimant within two years from the date
that the original warrant was issued, the right to the credit shall
lapse, and the warrant shall be dep051ted in the general fund.

Sec. 7. Mlnnesota Statutes 1986, section 290A 19, 1s amended to
read:

290A 19 [OWNER OR MANAGING AGENT TO FURNISH RENT
CERTIFICATE; PENALTY.]

- (a) The owner or managing agent of any property for which rent is
paid for occupancy as a homestead shall furnish a certificate of rent
constituting property tax to each person who is a renter on Decem-
ber 31, in the form prescribed by the commissioner. If the renter
moves prior to December 31, the owner or managing agent has the
option to either provide the certificate to the renter at the time of
moving, or mail the certificate to the forwarding address if an
address has been provided by ‘the renter. The certificate shall be
made available to the renter not later than January 31 of the year
following the year in which the rent was paid.

(b) Any owner or managing agent who willfully fails to furnish a
sioner as required by this section is liable to the commissioner for a
penalty of $20 $100 for each act or failure to act. The penalty shall
be assessed and collected in the manner provided in chapter 290 for
the assessment and collection of income tax. If the owner or
managing agent willfully furnishes certificates that report total
rent constituting %rogertz taxes in excess of the amount of actual

property taxes paid on the rented part of a property, as determined
under this section, the owner or managing agent is liable for a
enalt equal to the greater of (1) $100 or (2) 50 percent of the excess
that is reported. If the owner or managing agent reports a total
amount of renl constituting property taxes that exceeds by ten
percent or more the actual property taxes, the report is deemed to be
willful.

b} (c) If the owner or managing agent elects to provide the renter
with the certificate at the time of moving, rather than after
December 31, the amount of rent constituting property. taxes shall
be computed as follows:
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(i) The net tax shall be reduced by 1/12 for each month remaining
in the calendar year.

(i) In calculating the denominator of the fraction pursuant to
section 290A.03, subdivision 11, the gross rent paid through the last
month of claimant’s occupancy shall be substituted for “the gross
rent paid for the calendar year for the property in which the unit 1is
located.” :

¢e} (d) The certificate of rent constituting property taxes shall
include the address of the property, including the county, and the
‘property tax parcel identification number and any additional infor-
mation which the commissioner determines is appropriate.

td) (e) If the owner or managing agent fails to provide the renter
with a certificate of rent ¢onstituting property taxes, the commis-
sioner shall allocate the net tax on the building to the unit on a
square footage basis or other appropriate basis as the commissioner
determines. The renter- shall supply the commissioner with a
statement from the county treasurer which gives the amount of
property tax on the parcel, the address and property tax parcel
identification number of the property, and the number of units in the
building, ' '

(f) The owner or managing agent must file a copy of the certificate
of rent paid with the commissioner before February 1 of the year
following the year in which the rent was paid. The commissioner
may require that each owner or managing agent report on a single
form the total property taxes for a property and the allocation of the

roperty taxes as rent constituting property taxes among t__Ee renters
of tEe '

of property.
Sec. 8. [290A.24] [FINANCIAL REPORTING.]

For financial reporting and accountin rposes and for purposes
of the state budggt, the refunds paid un%er this chapter must be
recognized and accounted for as an adjustment in the total amount
of withholding tax paid under section 290.92, and declarations of
-estimated tax under section 290.93. -

Sec. 9. [AUDIT; REPORT TO LEGISLATURE.]

. The department of revenue shall, during fiscal years 1988 and
1989, verity and audit a samgIe of pro%et"ty tax refund claims for
accuracy. The sampling methods, size of the sample, and the study

methodology must permit reliable conclusions to be drawn regard-
‘igg compliance with the property tax refund Taw by both renters and

andlords regarding the reporting of household income, property
taxes paid, and rent constituting property taxes by claimants and
landlords. The department shall report the results of the study to the
legislature by February 1, 1989.
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_Sec. 10. [APPROPRIATION.]

$50,000 is appropriated from the general fund to the commis-
sioner of revenue for fiscal years 1988 and 198%. The appropriated
money must be used to promote increased participation in the
ETOFertX tax refund program for renters through advertising, dis-
tributing information, or other methods directed toward individuals

or groups who are likely to qualify for refunds.

.Sec. 11. [LIMITATIONS ON PROPERTY TAX REFUNDS.]

(a) For claims filed based on rent paid in 1986 and property taxes
payable in 1987, the commissioner shall pay 55 percent of the
palzments allowable under section 290A.04, subdivisions 1 and 2.
The commissioner shall include with each reduced refund ; a state-
ment that the reduction is required by this section.

(b) Minnesota Statutes 1986, section 290A.23 does not apply to
claims based on property taxes payable in 1988 and rent paid in 1987
under section 290A.04, subdivisions 1 and 2. $125,000,000 1s appro-

riated to the commissioner of revenue for fiscal year 1989 to pay the
c.Iaims. The commissioner shall estimate the amount of payments
allowable under section 290A.04, subdivisions 1 and 2 _X% “Au-
gust 75, 1938, IT the estimate exceeds the $125,000,000 limitation,
the commissioner shall proportionally reduce the refunds paid so
that the refunds paid equal $125,000,000. All refunds for claims
based on property taxes payable in 1988 and rent paid in 1987 must
be reduce)a g the same percentage. IT reduced, %Ecommlsswner
shall include with each refund a statement that the reduction is
required by this section. : . . _

Sec. 12. [REPEALER.]

Minnesota Statutes 1986, section 290A.04, subdivisions 2e and
2g, are repealed. .

Sec. 13. [EFFECTIVE DATE.]

Sections 1 to 5 and 7 are effective beginning for claims based on
roperty taxes payable in 1988 and rent paid during calendar %g
1987, except that imposition of a penalty for Tailure o file certifi-
cates of rent with the commissioner is effective for claims based on
rent paid during calendar year 1988. Section 6 is effective the day
following final enactment and applies to all unclaimed warrants
held by the commissioner on January 1, 1987, or issued after that

date.

ARTICLE 4
PROPERTY TAX ADMINISTRATION
Section 1. [3.861] [TAX STUDY COMMISSION ]
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Subdivision 1. [CREATION.] A legislative tax study commission
is created. : ' -

‘Subd. 2. [DUTIES.] The commission shall:

{1} examine the burden of income maintenance and social services
on the property tax levies of the counties, and of each county

individually, and determine the impact of total or increased state
funding of income maintenance and sacial services on those levies;

(2) examine and recommend to the legislature alternative meth-
ods of income adjusted property tax relief for homeowners and
renters;

(3) examine and recommend to the legislature alternative prop-
erty tax classification systems that reduce the number of propert
classifications, and determine the effects of the consolidation by type

and use of property,

(4) examine the tax structures and revenue needs and revenue
resources of state and local governments; :

(5) study and make recommendations about long-range tax policy;

(6) analyze proposed tax legislation, with particular reference to
revenue and distribution impact, local government financing, and
adherence to sound tax policies, and report its findings to the
legislature; . : ‘

(7) examine the property tax burdens on agricultural, commercial,
industrial, and employment property by county, and by type, use,
and market value; and '

7 (8) file a report at least biennially with the legislature.

Subd. 3. [MEMBERSHIP] The commission consists of seven
members of the senate, including the chair of the committee on taxes
and tax laws, to be appointed by the subcommitiee on committees of

the committee on rules and administration, and seven members of
the house of representatives, including the chair of the committee on

taxes, to be appointed by the speaker.

Appointees are members of the commission only while they are
_members of the bodies from which they.were appointed. The first
members serve for a term expiring on January 15 of the next
biennial session of fhe legislature and until their successors are
ﬁp}gointed. Later members must be appointed at the start of each

1ennial session of the legislature for a two-year term beginning on
January 16 of that year. Vacancies must be filled in the same
manner as the original appointment. ‘
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Subd. 4. [MEETINGS; OFFICERS.) The commission shall hold
meetings at the times and places it designates. The commission’s
first chair shall be the chair of the house tax commitiee. Every two
years, the chair of the house fax committee and the chair of the
senate committee on taxes and tax laws shall alternate the office of
commission chair. The commission shall select a vice-chair and ofher

officers from its membership.

Subd.ri,[STAFF:, OFFICE; EQUIPMENT.] (a) The commission
may employ and set the compensation of the professional, clerical, -
and technical assistants necessary to perform s duties.

(b) The commissioner o_f administration shall provide the commis-
sion space to maintain an office in the capitol complex.

{c) The commission may purchase furniture, equipment, and
supplies, and may enter into contracts for the furnishing of services,
equipment, and supplies necessary to discharge its duties.

Subd. 6. [ASSISTANCE OF OTHER AGENCIES.] (a) The commis-
sion may request information from any state officer or agency to
assist in carrying out this section. The officer or agenc% shall

mitte

promptly provide the data requested to the extent per by Taw.

. (b) The commisgioner of revenue shall prepare, maintain, and
make available to the commission data that compares (1) household
incomes with renis and property tax burdens; and (2) household
incomes with home market values and property tax burdens. The
data must be furnished and made available in the form and manner
that the commission determines will facilitate its use to discharge
the duty imposed in subdivision 2, clause (2). The data must not
disclose the name, address, social security number, or any other item
of information that the commissioner believes may identify an
individual. The data must be furnished to the commission by
September 15, 1987, and subsequently maintained by the commis-
sioner so that the most complete and current data available is
furnished to the commission. '

Subd. 7. [EXPENSES AND REIMBURSEMENT OF MEMBERS
AND STAFE] The members of the commission may receive per diem
when attending meetings and other commission business. Members
and employees must be reimbursed for expenses actually and
necessarily incurred in the performance of their duties. Reimburse-
ment must be under the rules governing legislators and legislative

employees. -

Subd. 8. [COMMISSION EXPENSES AND REPORTS.] Expenses
of the commission must be approved by the chair or other member as
the rules of the commission may provide. The expenses must then be
paid in the same way as other state expenses are paid. A general
summary or statement of expenses incurred by the commission and
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paid must be made to the legislature by November 15 of each

even-numbered yea

Sec. 2. Minnesota Statutes 1986, section 88.49, is amended by
adding a subdivision to read

Subd. 9a. [LAND TRADES WITH GOVERNMENTAL UNITS.]
Notwithstanding subdivisions 6 and 9, or section 88.491, subdivision
2, i an owner trades land under at auxﬂ_ary forest contract for land
owneTQX a governmental unit and the owner agrees to use the land
received in trade from the governmental unit for the production of
forest products, upon resolufion of the county board, no taxes and
assessments shall be levied against the land traded, except that any
current or delinquent annual taxes or yield taxes due on that land
while it was under the auxiliary forest provision must be paid prior
tothe land exchange. The land received from the governmental unit
in the land trade automatmally qualifies for inclusion in the tree
growth tax law,

Sec. 3. Minnesota Statutes 1986, section 124.2131, subdivision I,
is amended to read:

Subd1v1810n 1. [ADJUSTED ASSESSED VALUE.] (a} [COMPU-
TATION.] Fhe equalization aid review committee; consisting of the
commissioner of eduention; the commissioner of administration; the
commissioner of &gneu-l#&r& and the commissiener of revenue; is

of the state: The department of revenue shall annually conduct an
assegsment/sales ratio study of the taxable property in each school
district in accordance with the procedures referenced in paragraphs
(b) and (c). Based upon the results of this assessment/sales ratio
study, the department of revenue shall determine an aggregate
equalized assessed value for the various strata of taxable property in
each school district, which value shall be designated as the adjusted
assessed value. The department of revenue shall take such steps as
are necessary in the performance of that duty and may incur such
expense as is necessary therefor. The commissioner of revenue is
authorized to reimburse any county or governmental official for
requested services performed in ascertaining such adjusted valua-
tion. On or before March 15, annually, the department of revenue
shall submit file its report on the assessed values established by the
previous vear’s assessment to said committee for approval oF rejee-
%leﬁand—ifappmved—sﬂehmpeﬂshaﬂbeﬁledﬁe%}%&%haﬂthe
following July 1 with the commissioner of education and each
county auditor for those school districts for which the auditor has the
responsibility for determination of mill rates. A copy of the adjusted
assessed value so filed shall be forthwith mailed to the clerk of each
district involved and to the county assessor or supervisor of assess-
ments of the county or counties in which saeh each district is located.
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(b) IMETHODOLOGY.] In making its annual assessment/sales
ratio studies, the department of revenue shall use a methodology
consistent with the most recent Standard on Assessment Ratio
Studies published by the assessment standards committee of the
International Association of Assessing Officers. The commissioner
of revenue shall supplement this general methodology with specific
procedures necessary for proper execution of the study in accordance
with other Minnesota laws impacting the assessment/sales ratio
study. The commissioner shall document these specific procedures in
writing and shall publish the procedures in the State Register, but
these procedures will not be considered “rules” pursuant to the
Minnesota administrative procedure act. By January 15, 1985, the
commissioner shall report to the chairs of the house tax committee
and the senate committee on taxes and tax laws the results of a
study which the commissioner shall prepare comparing the 1983
sales ratio study based upon the original 1983 assessment/sales
ratio study methodology with the new methodology as provided in
clause (b). The 1984 adjusted assessed values which are certified to
the commissioner of education shall be computed using the 1983
assessment/sales ratio study methodology unless the 1985 legisla-
ture directs otherwise.

(¢} [AGRICULTURAL LANDS.] For purposeg of determining the
adjusted assessed value of agricultural lands for the calculation of
1977 1987 adjusted assessed values and thereafter, the market value
of agricultural lands shall be the arithmetie average of &) the price
for which the property would sell in an arms length transaction; and
@}%hemeemewh&ehee&ldbedeﬂ%d&emﬁs&eema%ketgmss

rental rate capitalized at a rate of nine percent.

Sec. 4. Minnesota Statutes 1986, section 124.2131, subdivision 2,
is amended to read:

© Subd. 2. [ADJUSTED ASSESSED VALUE; GROWTH LIMIT.] In
the calculation of adjusted assessed valuations for 1979 1987 and
each year thereafter, the committee commissioner of revenue shall
not increase the adjusted assessed valuation of taxable property for
any school district ovér the adjusted assessed valuation established
and filed with the commissioner of education for the immediately
preceding year by more than the greater of (1) 19 percent of the
certified adjusted assessed valuation established and filed with the
commissioner of education for the year immediately preceding, or (2}
40 percent of the difference between the district’s total adjusted
assessed valuation for the current year calculated without the
application of this subdivision and the district’s certified adjusted
assessed valuation established and filed with the commissioner of
education for the immediately preceding year.

Sec 5 Minnesota Statutes 1986, sectmn 124 2131, subdivision 3,
is amended to read:
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Subd. 3. [DECREASE IN IRON ORE ASSESSED VALUE.] If in
any year the assessed value of elass 8a and 9b iron ore property, as
defined in section 273.13, subdixision 30; in any district is less than
the assessed value of such property in the lmmedlately preceding
year, the equalization aid review eemmittee commissioner of reve-
nue shall redetermine for all purposes the adjusted assessed value of
the immediately preceding year taking into account only the de-
crease in assessed value of elass 9a and 9b iron ore property. If
subdivision 2, clause (a) is applicable to such a district, the decrease
in elass 9a and 9b iron ore property shall be applied to the adjusted
assessed value as limited therein. In all other respects, the provi-
gions of clause (1) shall be applicable.

Sec. 6. Minnesota Statutes 1986, section 124 2131, subd1v1su)n 5,
1s amended to read:

Subd. 5. [ADJUSTED ASSESSED VALUE; APPEALS.] Should
any district within 66 30 days after receipt of a copy of a report filed
with the commissioner of education made pursuant to subdivision 1
or 3, be of the opinion that the equalization aid review ecommittee
commissioner of revenue has made an error in the determination of
the school district’s market value, it may appeal from the report or
portion thereof relating to the school district to the commissioner of
revenue for a review and determination of the matters contained in
the appeal. The commissioner shall advise the school district of the
determination within 30 days. If the school district wishes to appeal
the determination of the commissioner, it must file a notice of appeal
with the tax court, as provided in subdivisions 6 to 11 within ten
days of the notice of determination from the commissioner.

Sec. 7. Minnesota Statutes 1986, section 124.2131, subdivision 6,
is amended to read:

Subd. 6. [NOTICE OF APPEAL.] The school district shall file with
the court administrator of the tax court a notice of appeal from the
determination of the equalization aid review commaittee commis-
sioner of revenue fixing the market value of the school district, and
such notice shall show the basis of the alleged error. A copy of ‘such
notice of appeal shall be served upon the cemmissieners commis-
sioner of revenue and edueation, and proof of service shall be filed ﬁled :

with the court administrator.

Sec. 8. Minnesota Statutes 1986 section 124.2131, subdivision 7
is amended to read:

Subd. 7. [HEARING.] Upon receipt of the notice of appeal the tax
court shall review the notice of appeal and-determine whether it
appears from the allegations and proofs therein contained that an
error has been made in the determination by the equalization aid
review eommittee commissioner of revenue of the market value of
the property in the school district. If the court finds it probable that
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such an error has been made, it shall notice the matter for hearing;
otherwise, it shall dismiss the appeal and notify the parties thereof.
Hearing shall be set and held in the same manner as other hearings
of the tax court are set and heard, except that an appeal filed under
subdivision 5 shall take Erecedenc over other appeals pendmg
before fhe court. The attorney general shall represent the eomnts-
sieners commisgioner of revenue and edueation and equalization aid
review eommitbee:. The administrative procedure act, sections 14.09
to 14.36, 14.38, 14 44 to 14,45, and 14.57 to 14.70, shall apply to
hearmgs insofar as it is apphcable

Sec. 9. Minnesota Statutes 1986, Sectidn 124.2131, subdivision 8,
is amended to read:

Subd. 8. [TAX COURT DETERMINATION.] The tax court shall
hear, consider and determine such appeal, de novo upon the issues
made by the notice of appeal, if a hearing has been granted thereon.
At the conclusion of the hearing the court shall (1) file ﬁndmgs of
fact, or (2) rerefer refer the issues to the equalization aid review .
eommittee commissioner of revenue with instructions and recom-
mendations for a determination and correction of the market value
of the appealing school district. The decision of the tax court, if it
decides the matter de novo, shall have the same force and effect as a
determination by the eq&a—h—za%}en aid review esrmmittee commis-
sioner of revenue in the first instance under this section, and the
equnlization aid review eommitiee commissioner of revenue shall be
notified thereof. If the matter is rereferred to the equalization aid
review committee commissioner of revenue, a redetermination by
the equalization aid review esmmittee commissioner of revenue in
accordance with the recommendations of the tax court shall likewise
have the same force and effect as a determination by it in the first
instance under this section:

See. 10. Minnesota Statutes 1986, section 124.2131, subdivision
11, is amended to read:

Subd. 11. [AIDS PENDING APPEALS.] During the pendency of
any appeal from an egqualizetion aid review committee the commis-
sioner of revenue evaluation, state aids to the district so appealing
shall be paid on the basis of the evaluation subject to adjustment
upon final determination of the appeal.

Sec. 11. Minnesota Statutes 1986, section 124.38, subdivision &, is
amended to read:

Subd. 8. “Adjusted assessed valuation” means, as of any date, the
valuation of all taxable property most recently determined by the
equalization aid review committee commissioner of revenue in
accordance with the provisions of section 124.2131. “Market value”
means the value of all taxable property in the district on which its
net debt limit is based as provided in section 475.53, subdivizion 4.
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Sec. 12. Minnesota Statutes 1986, section 124A .02, subdivision
3a, is amended to read:

Subd. 3a. [ADJUSTED ASSESSED VALUATION.] “Adjusted as-
sessed valuation” er “EARC valuation” means the assessed valua-
tion of the taxable property notwithstanding the provisions of
section 275.49 of the school district as adjusted by the equalization
aid review committee commissioner of revenue under section
124.2131. The adjusted assessed valuation for any given calendar
year shall be used to compute levy limitations for levies certified in
the succeeding calendar year and aid for the school year beginning
in the second succeeding calendar year.

Sec 13. Minnesota Statutes 1986, section 1244 .02, subd1v1310n 8
is amended to read:

Subd. 8. [EQUALIZING FACTOR.] “Equalizing factor” means a
number equal to the minimum EARG adjusted assessed valuation
per total pupil unit which disqualifies a district from earning any
basic foundation aid. The equalizing factor for each school year and
for levies for use in that school year equals the ratio, rounded to the
nearest dollar, of the foundation aid formula allowance for that
school year to the basic mamtenance mill rate for that school year.

Sec. 14. Minnesota Statutes 1986, section 124A .08, subd1v1smn 5,
is-amended to read:

Subd. 5. [SECOND TIER LEVY FUND BALANCE.] Beginning
with the 1983 payable 1984 levy, for a district where the net
unappropriated operating fund balance as of the June 30 before the
levy is certified exceeds $500 per total pupil unit in the year when
the levy is certified, the second tier ievy shall be reduced by the
amount of the excess times the lesser of (a) one, or (b) the ratio of the
district’s BARG adjusted assessed valuation for the preceding year
per total pupil unit in the school year for which the levy is
attributable, to the equalizing factor. Beginning with the 1984-1985
"school year, the second tier aid for the year when that levy is used
shall be reduced by any amount of the excess which is not subtracted
from the levy.

Sec. 15. Minnesocta Statutes 1986, sectmn 134.33, subd1v1510n 1,is
amended to read:

Subdivision 1. An establishment grant as described in section
134.32, subdivision 2, shall be made to any regional public library
system for the first two state fiscal years after a board of county
commissioners has contracted to join that system and has agreed
that the county will provide the levels of support for public library
service specified in this section. In the first year of participation, the
county shall provide an amount of support equivalent to .3 mill
times the adjusted assessed valuation of the taxable property.of the
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county as determined by the equalization aid review committee
commissioner of revenue for the second year preceding that calendar
year or two-thirds of the per capita amount.established under the
provisions of section 134.34, subdivision 1, whichever amount is less.
In the second year of participation and in each year thereafter, the
county shall provide an amount of support equivalent to .4 mill
times the adjusted assessed valuation of the taxable property of the
county as determined by the egqualization aid review committee
commissioner of revenue for the second year preceding that calendar
year or the per capita amount established under the provisions of
section 134.34, subdivision 1, whichever is less. The minimum level
of support shall be certified annually to the county by the depart-
ment of education. In no event shall the department of education
require any county to provide a higher level of support than the level
of support specified in this section in order for a system to qualify for
an establishment grant. This section shall not be construed to
prohibit any county from providing a higher level of support for
public libraries than the level of support specified in this section.

Sec. 16. Minnesota Statutes 1986, section 134.34, subdivision 1, is
amended to read:

Subdivision 1. A regional library basic system support grant shall
he made to any regional public library system where there are at
least three participating counties and where each participating city
and county, except in the first year of participation as provided in
section 134.33, is providing for public library service support the
lesser of (a) an amount equivalent to .4 mill times the adjusted
assessed valuation of the taxable property of that city or county, as
determined by the equalization aid review eomnmittee commissioner
of revenue for the second year preceding that calendar year or (b) a
per capita amount calculated under the provisions of this subdivi-
sion. The per capita amount is established for calendar year 1980 as
$3. In succeeding calendar years, the per capita amount shall be
increased by a percentage equal to one-half of the percentage by
which the total state adjusted assessed valuation of property as
determined by the equalization aid review eemmittee commissioner
of revenue for the second year préeceding that calendar year increases
over that total adjusted assessed valuation for the third year
preceding that calendar year. The minimum level of support shall be
certified annually to the participating cities and counties by the
department of education. A city which is a part of a regional public
library system shall not be required to provide this level of support
if the property of that city is already taxable by the county for the
support of that regional public library system. In no event shall the
department of education require any city or county to provide a
higher level of support than the level of support specified in this
section in order for a system to qualify for a regional library basic
system support grant. This section shall not be construed to prohibit
a city or county from providing a higher level of support for public
libraries than the level of support specified in this section.
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Sec. 17. Minnesota Statutes 1986, section 134.34, subdivision 2, is
amended to read:

Subd. 2. Notwithstanding the provisions of section 134.33 and
subdivision 1 of this section, after the second year of participation by
a city or county, the dollar amount of the minimum level of support
for that city or county shall not be required to increase by more than
ten percent over the dollar amount of the minimum level of support
required of it in the previous year. If a participating city or county
which has been providing for public library service support iu an
amount equivalent to .67 mill times the assessed valuation of the
taxable property of that city or county for the year preceding that
calendar year would be required to increase the dollar amount of
such support by more than ten percent to reach the equivalent of .4
mill times the adjusted assessed valuation of the taxable property of
that participating city or county as determined by the
aid review eommittee commissioner of revenue for the second year
preceding that calendar year or the per capita amount calculated
under the provisions of subdivision 1, it shall only be required to
increase the dollar amount of such support by ten percent per year
until such time as it reaches an amount equivalent to .4 mill times
the adjusted assessed valuation of that taxable property as deter-
mined by the equalization aid review eommittee commissioner of
revenue for the second year preceding that calendar year or the per
capita amount calculated under the provigions of subdivision 1.

Sec. 18. Minnesota Statutes 1986, section 270,12, subdivision 3, is
amended to read:

Subd. 3. For taxes levied in 1985 and thereafter When a taxing
jurisdiction lies in two or more counties, if the sales ratio studies
prepared by the department of revenue show that the average levels
‘of assessment in the several portions of the taxing jurisdictions in
the different counties differ by more than five percent, the board may
order the apportionment of the levy. When the sales ratio studies
prepared by the department of revenue show that the average levels
of assessment in the several portions of the taxing jurisdictions in
the different counties differ by more than ten percent, the board
shall erder the apportionment of the levy unless {a) the proportion of
total adjusted assessed value in one of the counties is less than ten
percent of the total adjusted assessed value in the taxing jurisdiction
and the average level of assessment, in that portion of the taxing
jurisdiction is the level which differs by more than five percent from
the assessment level in any one of the other portions of the taxing
jurisdietion; (b) significant changes have been made in the level of
assessment in the taxing jurisdiction which have not been reflected
in the sales ratio study, and those changes alter the assessment
levels in the portions of the taxing jurisdiction so that the assess-
ment level now differs by five percent or less; or (¢) commercial,
industrial, mineral, or public utility property predominates in one
eounty within the taxing jurisdiction and another class of property
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predominates in another county within that same taxing jurisdic-
tion. If one or more of these factors are present, the board may order
the apportionment of the levy.

Notwithstanding any other provision, the levy for the metropoli-
tan mosquito control district, metropolitan council, metropolitan
transit district, and metropohtan transit area must be apportioned
without regard to the percentage difference.

If pursuant to this subd1v1swn the board apportions the levy,
then that levy apportionment among the portions in the different
counties shall be made in the same proportion as the adjusted
assessed value as determined by the cqualization aid review esm-
mittee commisgioner in each portion is to the total adjusted assessed
value of the taxing jurisdiction.

For the purposes of this section, the average level of assessment in

a taxing jurisdiction or portion thereof shall be the aggregate

assessment sales ratio. Assessed values as determined by the

aid review committee commissioner shall be the values

as determined for the year preceding the year in which the levy to be
apportioned is levied. .

Actions pursuant to this subdivision shall be commenced subse-
quent to the annual meeting on August 15 of the state board of
equalization, but notice of the action shall be given to the affected
jurisdiction and the approprlate county auditors by the following
November 15.

Apportionment of a levy pursuant to this subdivision shall be
considered as a remedy to be taken. after equalization pursuant to
subdivision 2, and when equalization within the jurisdiction would
disturb equalization within other jurisdictions of which the several
portions of the jurisdiction in question are a part.

Sec 19. anesota Statutes 1986, section 272.115, subdivision 2,
is amended to read:

Subd. 2. The certificate of value shall requ1re such facts and
information as may be determined by the equalization aid review
eornittee commissioner to be reasonably necessary in the admin-
istration of the state education aid formulas. The form of the
certificate of value shall be prescribed by the department of revenue
which shall provide an adequate supply of forms to each county
auditor. ‘

Sec. 20. [272.121] [CURRENT TAX ON DIVIDED PARCELS.|

If a deed or other instrument conveys a parcel of land that is less
than a whole parcel of Jand as described in the current tax list, the
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county auditor shall not transfer or divide the land in the auditor’s
ofﬁmai records, and the county recorder shall not file and record the
instrument, unless the instrument of conveyance contains a certifi-
cation by the county treasurer that the taxes due in the current tax

ar for the whole parcel have been paid. This certification is in
addition to the certification for delinquent tax required by section
272.12. No certification of current tax paid is reguireHX@ an
sheriffs or referee’s certificate of sale or other Instrument ﬂ‘%
certification of delinquent tax for the instrument is not required
under section 272.12. ]

Sec. 21. Minnesota Statutes 1986, section 273.1102, is amended to
read: :

273.1102 [RATE OF TAX, TERMINOLOGY OF LAWS OR CHAR-
TERS.]

The rate of property taxation by any political subdivision or other
public corporation for any purpose for which any law or charter now
provides a maximum tax rate expressed in mills times the assessed
value or times the full and true value of taxable property (except any
vadue adjusted assessed values determined by the state izat
aid review eemmittee by the commissioner under section 124.2131)
shall not exceed 33% percent of such maximum tax rate until and
unless such law or charter is amended to provide a different
maximum tax rate.

Sec. 22, Minnesota Statutes 1986, section 273.1103, is amended to
read: '

273.1103 [NET DEBT, TERMINOLOGY OF LAWS OR CHAR-
TERS.]

Net debt incurred by any political subdivision or other public
corporation for which any law or any charter provision provides a
limit expressed as a percentage of the assessed value or the full and
true value of taxable property (except any adjusted assessed value
determined by the state equalization aid review ecommittee commis-
sioner under section 124.2131) shall not exceed 33% percent of such.
limit until and unless such law or charter is amended to provide a
different limit.

Sec. 23. Minnesota Statutes 1986, section 273.1313, subdivision 1,
- is amended to read: - _ :

Subdivision 1. [DEFINITIONS.] (a) As used in this section, the
following terms have the meanings given them. ‘

(b) “Commissioner” means the commissioner of revenue energy
and economic development.
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(¢) “Employment property” means taxable property, excluding
land but including buildings, structures, fixtures, and improve-
ments that satisfy each of the following conditions:

(1) The property is located within an enterprise zone demgnated
according to section 273.1312,

(2) The property is commercial or industrial property which is not
used in a trade or business which either is described in section
103(b)(6)(0) of the Internal Revenue Code of 1954, as amended
through December 31, 1984, or is property of a public utility,

(d) “Market value” of a parcel of employment property means the
value of the taxable property as annually determined pursuant to
section 273.12, less (1) the market value of all property existing at
the time of application for classification, as last assessed prior to the
time of application, and (ii) any increase in the market value of the
property referred to in clause (i) as assessed in each year after the
employment property is first placed in service. In each year, any
change in the values of the employment property and the other
property on the land shall be deemed to be proportionate unless
caused by a capital improvement or loss,

{e) “Mumc1pa11ty means any home rule charter or statutory city
or county, but a county may not exercise the powers granted in this
section with reference to property situated within a city.

(D Notwithstanding the provisions of paragraphs (¢) and (d)
“employment property” and “market value” includes in the case of
taxable real property located in an enterprise zone designated under
section 273.1312, subdivision 4, paragraph (c), clause (3), the entire
value of the commercial and industrial property, including land,
used in a trade or business which is not used in a trade or business
which either is described in section 103(b)(0)ii) of the Internal
Revenue Code of 1954, as amended through December 31, 1984, or is
the property of a public utility, The provisions of this paragraph
shall not apply to employment property located in an enterprise
zone designated pursuant to section 273.1312, subdivision 4, para-
graph (¢), clause (3), that is assessed pursuant to the first clause of
the first sentence of section 273.13, subdivision 24, paragraph (b).

Sec. 24. Minnesota Statutes 1986, section 275.125, subdivision 9,
is amended to read:

Subd. 9. [LEVY REDUCTIONS; TACONITE.] (1) Reductions in -
levies pursuant to subdivision 10, and section 273.138, shall be
made prior to the reductions in clause (2).

(2) Notwithstanding any other law to the contrary, districts which
received payments pursuant to sections 294.21 to 294.26; 298.23 to
298.28, except an amount distributed under section 298.28, subdi-
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vision 4, paragraph (c), clause (ii); 298.34 to 298.39; 298.391 to
298.396; 298.405; 298.51 to 298.67; 477A.15; and any law imposing
a.tax upon severed mineral values, or under any other law distrib-
uting proceeds in lieu of ad valorem tax assessments on copper or
nickel properties, or recognized revenue pursuant to section
477A.15; shall not include a portion of these aids in their permissi-
ble levies pursuant to those sections, but instead shall reduce the
permissible levies authorized by this section and sections 124A .03,
124A.06, subdivision 3a, 124A.08, subdivision 3a, 124A.10, subdi-
vigion 3a, 124A.12, subdivision 3a, 124A.14, subdivision 5a, and
124A.20, subdivision 2, by the greater of the following:

(a) an amount equal to 50 percent of the total dollar amount of the
payments received pursuant to those sections or revenue recognized
pursuant to section 477A.15 in the previous fiscal year; or

{b) an amount equal to the total dollar amount of the payments
received pursuant to those sections or revenue recognized pursuant
to section 477A.15 in the previous fiscal year less the product of the
same dollar amount of payments -or revenue times the ratio of the
maximum levy allowed the district under sections 124A.03, subdi-
vision 2, 124A.06, subdivision 3a, 124A .08, subdivision 3a, 124A.10,
subdivision 3a, 124A.12, subdivision 3a, and 124A.14, subdivision
Ba, to the total levy allowed the district under this seetion and
sections 124A.03, 124 A.06, subdivision 3a, 124A.08, subdivision 3a,
124A:10, subdivision 3a, 124A.12, subdivision 3a, 124A.14, subdi-
vision 5a and 124A, 20 subdivision 2, in the year in which the levy
is certified.

- (3) No reduction pursuant to this subdivision shall reduce the levy
made by the district pursuant to section 124A.03, subdivision 1, to
an amount less than the amount raised by a levy of 12.5 mills times
the adjusted assessed valuation of that district for the preceding year
ag determined by the equalization sid review committee commis-
sioner. The amount of any increased levy authorized by referendum
pursuant to section 124A.03, subdivision 2 shall not be reduced
pursuant to this subdivision. The amount of any levy authorized by
subdivision 4, to make payments for bonds issued and for interest

“thereon, shall not be reduced pursuant to this subdivision.

(4) Before computing the reduction pursuant to this subdivision of
the capital expenditure levy authorized by subdivision 11a, and the
community service levy authorized by subdivision 8, the commis-
sioner shall ascertain from each affected school district the amount
it proposes to levy for capital expenditures pursuant to subdivision
11a and for community services pursuant to subdivision 8. The
reduction of the capital expenditure levy and the community ser-
vices levy shall be computed on the basis of the amount so ascer-
tained.
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(5) Notwithstanding any law to the contrary, any amounts re-
ceived by districts in any fiscal year pursuant to sections 294.21 to
294.26; 298.23 to 298.28; 298.34 to 298.39; 298.391 to 298.396;
298.405; 298.51 to 298.67; or any law imposing a tax on severed
mineral values, or under any other law distributing proceeds in lieu -
of ad valorem tax assessments on copper or nickel properties; and
. not deducted from foundation aid pursuant to section 124A.035,
subdivision 5, clause (2), and not applied to reduce levies pursuant
to this subdivision shall be paid by the district to the St. Louis
county auditor in the following amount by March 15 of each year
except 1986, the amount required to be subtracted from the previous
fiscal year’s foundation aid pursuant to section 124A.035, subdivi-
sion b, which is in excess of the foundation aid earned for that fiscal
year. The county auditor shall deposit any amounts received pursu-
ant to this clause in the St. Louis county treasury for purposes of
paying the taconite homestead credit as provided in section 273.135.

Sec. 25, Minnesota Statutes 1986, section 275, 125 subdivision b,
is amended to read

Subd. 9b. [OPERATING DEBT LEVY.] (1) Each year, a district
may make an additional levy to eliminate a deficit in the net
unappropriated operating funds of the district, determined as of
June 30, 1983, and certified and adjusted by the commissioner. This
levy may in each year be an amount not to exceed the amount raised
by a levy of 1.5 mills times the adjusted assessed valuation of the
district for the precedmg year as determined by the equalization aid
review eommittee commissioner. However, the total amount of this
levy for all years 1t is made shall not exceed the lesser of (a) the
amount of the deficit in the net unappropriated operating funds of
the district as of June 30, 1983, or (b) the amount of the aid
reduction, according to Laws 1981, Third Special Session chapter 2,
article 2, section 2, but excluding clauses (1}, (m), (n}, (0}, and (p), and
Laws 1982, Third Special Session chapter 1, article 3, section 6, to
the district in fiscal year 1983. When the cumulative levies made
pursuant to this subdivision equal the total amount permitted by
this subdivision, the levy shall be dlsoontmued

(2) The proceeds of this levy shall be used ‘only for cash flow .
requirements and shall not be used to supplement district revenues
or income for the purposes of increasing the district’s expenditures
or budgets.

(3) Any district which levies pursuant to this subdivision shall
certify the maximum levy allowable under section 124A.03, subdi-
vision 1 or 3 in that same year.

Sec 26. Minnesota Statutes 1986, section 275 125, subdivision 15,
is amended to read
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Subd. 15. [ADJUSTMENTS.] If any school district levy is found to
be excessive as a result of a decision of the tax court or a
redetermination by the equalization aid review committee commis-
sioner of revenue under section 124.2131, subdivisions 2 to 11 or for
any other reason, the amount of the excess shall be deducted from
the levy certified in the next year for the same purpose; provided
that if no levy is certified in the next year for the same purpose or if
the amount certified is less than the amount of the excess, the excess
shall be deducted from that levy and the levy certified pursuant to -
section 124A.03, subdivision 1. If any aid entitlement pursuant to
sections 124.225, 124.245, and 124 A.02 would have been increased
in a prior year as a result of a decision of the tax court or a
redetermination by the equalization aid review eommittee commis-
sioner, the amount of the increase shall be added to the current aid
entitlement for the same purposes.

Sec. 27. Minnesota Statutes 1986, section 276.11, is amended to
read:

276.11 [WHEN TREASURER SHALL PAY FUNDS FROM
MARCH AND MAY SETTLEMENTS.]

Subdivision 1. [GENERALLY.] As soon as practical after the
March and May settlements the county treasurer shall pay over to
the state treasurer or the treasurer of any town, city, school district,
or special district, on the warrant of the county auditor, all receipts
arising from taxes levied by and belonging to the state, or to such
municipal corporation, or other body, and deliver up all orders and
other evidences of indebtedness of such municipal corporation or
other body, taking triplicate receipts therefor. The treasurer shall
file one of the receipts with the county auditor, and shall return one
by mail on the day of its reception to. the clerk of the town, city,
school district, or special district to which payment was made. The
clerk shall preserve the receipt in the clerk’s office. Upon written
request of the state, a municipal corporation or other public body,
the county treasurer shall, to the extent practicable, make partial
payments of amounts collected periodically in advance of the next
settlement and distribution. Accompanying each payment shall be a
statement prepared by the county treasurer designating the years -
for which taxes included in the payment were collected and, for each
year, the amount of the taxes and any penalties thereon. The county
treasurer shall pay, upon written request of the state, a municipal
corporation or other public body except school districts, at least 70
percent of the estimated collection within 30 days after the March
and May settlement dates. Within seven business days after the due
date, the county treasurer shall pay to the treasurer of the school
districts 50 percent of the estimated collections arising from taxes
levied by and belonging to the school district and the remaining 50
percent of the estimated collections shall be paid to the treasurer of
the school district within the next seven business days. The trea-
surer shall pay the balance of the amounts collected to the state or
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to a municipal corporation or other body within 60 days after the
March and May settlement dates, provided, however, that after 45
days interest shall accrue at a rate of eight percent per annum to the
credit of and shall be paid to the state, municipal corporation or
other body. Interest shall be payable upon appropriation from the
general revenue fund of the county and, if not paid, may be recovered
by the state, municipal corporation, or other body, in a civil action.

Subd. 2 [DEFINITION.] For purposes of this section and section
276.111, “estimated collections” includes estimated collections of
faxes and special assessments, and penalties and interest due to the

axmg s district.

Subd. [APPEAL] The treasurer or other appropriate fiscal
officer of a town city, school district, or special district may appeal to
the county board the determination of the amount of estimated
collections by the county treasurer under this section or section
276.111. If the county board finds that the amount of estimated
collections has been determined by the county treasurer incorrectly,
resulting in underpayment to the local taxing districts, it shall order
the county treasurer to pay the additional amount necessary to
comprise the correct estimated collection amount.

Sec. 28. [276.19] [UNCLAIMED OVERPAYMENTS.]

Subdivision 1. lNOTICE OF OVERPAYMENT.] If an overpaxment
of property tax arises on a parcel for any reason, the responsible
county official shall promptly notify the payer by regular mail that
the overpayment has occurred. The notice must state the amount of

overpayment and identify the parcel on which the overpayment
occurred. The notice must also instruct the payer how to claim the
overpayment and advise that the overpayment is subJect to Torfeiture
under this section. If the name or address of the payer is not known,
the notice of unclaimed overpayment must  be mailed to the t: taxpayer

Subd . [FAILURE TO CLAIM REFUND.] If the person entitled
to the refund fails to claim the overpayment within three years after
the date of overpayment the county auditor shall cause notice to be
published at Teast once in an English Tanguage newspaper of general
circulation in the county. The county board shall designate the
newspaper of publication that in the judgment of the board is most
Iikely to be read by the claimants, notwithstanding any law to the
contrary. The pubhshed notice must be called “Notice of unclalmed
property tax refunds.” The notice must contain:

1) the names in alphabetical order and last known addresses, if
any, of persons listed in the notice that may be entitled to unclaimed
property tax refund;
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. (2) a statement that information concerning the amount of over-
payment and affected property may be obtained from the county
auditor at the address given in the notice; and

(3) a statement that if proof of claim is not presented to the county
auditor within 90 days from the date of publication of notice, the
overpayment will be considered abandoned and all claims to prop-
erty tax overpayment will be forfeited.

The county auditor is not required to include and publish in the
notice any item of less than $25 overpaid on a parcel.

Subd. 3. [DISTRIBUTION OF REFUNDS.] If the person entitled
to the refund fails to claim the overpayment within the time
provided in this section, the county auditor shall distribute the
refund to the affected taxing districts in proportion to the amount of
their respective taxes included in the Tevy for the tax year overpaid.
At the option of the county auditor, the overpayment may be
distributed to the affected taxing districts in proportion to the
current tax year levy.

Subd. 4. [APPLICABILITY.] Sections 345.31 to 345.60 do not
apply to unclaimed property tax refunds, overpayments, and war-
rants.

Sec. 29. Minnesota Statutes 1986, section 277.01, is amended to
read: Co

277.01 [WHEN TAX IS DELINQUENT; PENALTY ]

Subdivision 1. All unpaid personal property taxes where the
amount is $18 $50 or less shall be deemed delinquent on the later of
March 1 next after they become due or 30 days after the postmark
date on the envelope containing the property tax statement, and
thereupon a penalty of eight percent shall attach and be charged
upon all such taxes. When the amount of such tax exceeds the sum
of $10 850 the first half shall become delinquent if not paid prior to
March 1 or 30 days after the postmark date on the envelope
containing the property tax statement, whichever is later, an
thereupon a penalty of eight percent shall attach on such unpaid
first half. The second half of a tax in excess of $8 $50 shall become
delinquent if not paid prior to July 1 and thereupon a penalty of
eight percent shall attach on such unpaid second half. This section
shall not apply to class 2a property. :

The county treasurer may accept payments of more or less than
the exact amount of a tax installment due. If the accepted payment
is less than the amount due, payments must be applied first to the
penalty accrued for the year the payment is made. Acceptance of
partial payment of tax does not constitute a waiver of the minimum

payment required as a condition for filing an appeal under section
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277.011 or a _1 'other law, nor does it affect the order of payment of
delinquent taxes under section 280.39.

Sec. 30. Minnesota Statutes 1986, section 278.05, SublelSlOI‘l 4,18
"amended to read

Subd. 4. [SALES RATIO STUDIES AS EVIDENCE.]. The sales
ratio studies published by the department of revenue, or any part of
the studies, or any copy of the studies or records accumulated to
prepare the studies which is prepared by the commissioner of
revenue for the equalization aid review committee for use in deter-
mining school aids shall be admissible in evidence as a public record
without the laying of a foundation if the sales prices used in the
study are adjusted for the terms of the sale to reflect market value
and are adjusted to reflect the difference in the date of sale compared
to the assessment date. Additional evidence relevant to the sales
ratio study is also admissible. No sales ratio study received into
evidence shall be conclusive or binding on the court and evidence of
its reliability or unreliability may be introduced by any party
including, but not limited to, evidence of inadequate adjustment of
sale prices for terms of financing, inadequate adjustment of sales
prices to reflect the difference in the date of sale compared to the
assessment date, and madequate sample size.

No reduction in value on the grounds of discrimination shall be
granted on the basis of a sales ratio study published by the
department of revenue unless

(a) the sales prices are adjusted for the terms of the sale to reﬂect
market value,

(b) the sales prices are adjusted to reflect the difference in the date
of sale compared to the assessment date, and :

(c) there_is an adequate sample size.

Sec. 31. Minnesota Statutes 1986, section 279.01, subdivision 1, is
amended to read:

Subdivision 1. Except as provided in subdivision 3, on May 16, of
each year, with respect to property actually occupied and used as a
homestead by the owner of the property; a penalty of three percent
shall acerue and thereafter be charged upon all unpaid taxes on real
estate on the current lists in the hands of the county treasurer, and
a penalty of seven percent on nonhomestead property, except that
this penalty shall not acerue until June 1 of each year on commercial
use real property used for seasonal residential recreational purposes
and classified as class 1c or 6a, and on other commercial use real
property classified as class 3a, provided that over 60 percent of the
gross income earned by the enterprise on the class 3a property is
earned during the months of May, June, July, and August. Any
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property owner of such class 3a property who pays the first half of
the tax due on the property after May 15 and before June 1 shall
attach an affidavit to the payment attesting to compliance with the
income provision of this subdivision. Thereafter, for both homestead
and nonhomestead property, on the 16th day of each month, up to
and including October 16 following, an additional penalty of one
percent for each month shall accrue and be charged on all such
unpaid taxes. When the taxes against any tract or lot exceed $50,
one-half thereof may be paid prior to May 16; and, if so paid, no
penalty shall attach; the remaining one-half shall be paid at any
time prior to October 16 following, without penalty; but, if not so
paid, then a penalty of four percent shall accrue thereon for
homestead property and a penalty of four percent on nonhomestead
property. Thereatter, for homestead property, on the 16th day of each
month up te and including December 16 following, an additional
penalty of two percent for each month shall accrue and be charged on
all such unpaid taxes, Thereafter, for nonhomestead property, on the
16th day of each month up te and including December 16 following,
an additional penalty of four percent for each month shall accrue
and be charged on all such unpaid taxes. If one-half of such taxes

. shall not be paid prior to May 16, the same may be paid at any time

prior to October 16, with accrued penalties to the date of payment
added, and thereupon no penalty shall attach to the remaining
one-half until October 16 following; provided; alse; that the same
inay be paid in installments as follows: One-fourth prier to Mareh 16;
enc-fourth prior to May 16; enetfourth prior fo August 16; and the

Hﬁ%%pﬁf&leﬁ%@d%—ﬂpﬁﬂf&sﬁlﬂﬁeﬁﬁfﬂ&&e&&&tyb&ﬁd—%hey
may be paid in installments of not less than 25 perecnt thereof,
together with all acerued penaltics and eests; up to the next tax
judgment sale; and after such payment; penalties; interest; and costs
shall acerue enly on the sum remaining unpaid. Any county trea-
surer who shall make eut and deliver or eountersign any reeeipt for
&nysaehta*eswﬁh&utmeludmgaﬂef&hefefegemg

therein; shall be linble o the county for the amount of sueh

The county treasurer may accept payments of more or less than
the exact amount of a tax installment due. If the accepted payment

18 less than the amount due, payments must be applied first to the
penalty accrued for the year the payment is mage Acceptance of
partial payment of tax does not constitute a waiver of the minimum
payment required as a condition for filing an appeal under section
278.03 or any other law, nor does it affect the order of payment of
delinquent taxes under ler section 280.39.

Sec. 32. Minnesota Statutes 1986 section 282,014, is amended to
read.
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282.014 [COMPLETION OF SALE AND CONVEYANCE ]

Upon compliance by the purchaser with the provisions of sections
282.011 to 282.015 and with the terms and conditions of the sale,
and upon full payment for the land; plus a $30 $20 fee in addition to
the sale price, the sale shall be complete and a conveyance of the
land shall be issued to the purchaser as provided by the appropriate
statutes according to the status of the land upon forfeiture.

The conveyance must be forwarded to the county recorder who
shall record the conveyance before the auditor issues it to the
purchaser.

Sec. 33. Minnesota Statutes 1986, section 282.02, is amended to
read:

282.02 [LIST OF LANDS OFFERED FOR SALE.]

Immediately after classification and appraisal of the land, and. -

after approval by the commissioner of natural resources when
required pursuant to section 282.01, subdivision 3, the county board
shall provide and file with the county auditor a list of parcels of land
to be offered for sale. This list shall contain a description of the
parcels of land and the appraised value thereof; provided that the

and appraised value may be omitted in the diseretion of
the eounty beard. The auditor shall publish a notice of the forfeiture
and intended public sale of such parcels of land and a copy of the
resolution of the county board fixing the terms of the sale, if other
than for cash only, by publication once a week for two weeks in the
official newspaper of the county, the last publication to be not less
than ten 20 days previous to the commencement of the sale.

—Ne&ee&shefebygweﬂtha%lshaﬂseﬂtethehtghestb}dde%&tmy
effiee inr the eourthouse in the eity of e
ibfféitedte%hest&tefe?ﬁeﬁpaymeﬁ% of taxes which have been
geveﬂaed-&ste%ems—bythefeseluﬁenef%heee&mybe&rda&the-
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The notice shall include the parcel’s description and appraised
value. The notice shall also indicate the amounf of any special
assessments which may be the subject of a reassessment or new
assessment or which may result in the imposition of a fee or charge
pursuant to sections 429.071, subdivision 4, 435.23, and 444.076.
The county auditor shall also mail notice to the owners of land

adjoining the parcel to be sold and to the owners of platted or

unplatted land whose boundaries are within 300 feet of the bound-
aries of a parcel offered for sale having an appraised value of $1,000
or more. For purposes of this seciion, “owner means the taxpayer as

Tisted 1in the records of the county auditor. T

If the county board of St. Louis or Koochiching counties deter-
mines that the sale shall take place in a county facility other than
the courthouse, the notice shall specify the facility and its location.

Sec. 34. Minnesota Statutes 1986, section 282.33, subdivision 1, is
amended to read:

Subdivision 1. Whenever an unrecorded deed from the state of
Minnesota conveying tax-forfeited lands shall have been lost or
destroyed, an application, in form approved by the attorney general,
for a new deed may be made by the grantee or the grantee’s successor
in interest to the commissioner of revenue. If it appears to the
commissioner of revenue that the facts stated in the petition are
true, the commissioner shall issue a new deed to the original
grantee, in form approved by the attorney general, with like effect as
the original deed. The commissioner shall send the new deed to the
county recorder, who after recording the deed will forward it to the
county auditor. The application shall be accompanied by a fee of $16
$20, payable to the commissioner of revenue, which shall be depos-
ited with the state treasurer and credited to the general fund.

Sec. 35. Minnesota Statutes 1986, section 473F.02, subdivision 12,

" is amended to read:

Subd. 12. “Market value” of real property within a municipality
means the “actual market value” of real property within the
municipality, determined in the manner and with respect to the
property described for school districts in section 475.53, subdivision
4, except that no adjustment shall be made for property on which
taxes are paid into the state treasury under gross earnings tax laws
applicable to common carrier railroads, For purposes of sections
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473F.01 to 473F.13, the equalization aid review committee commis-
sioner of revenue shall annually make determinations and reports
with respect to each municipality which are comparable to those it
makes for school districts under section 124.2131, subdivision .1, in
the same manner and at the same times as are prescribed by the
subdivision. The commissioner of revenue shall annually determine,
for each municipality, information comparable to that required by
section 475.53, subdivision 4, for school districts, as soon as practi-
cable after it becomes available. The commissioner of revenue shall
then compute the market value of property within each municipal-
ity.

Sec. 36. Minnesota Statutes 1986, section 475.53, subdivision 4, is
amended to read:

Subd. 4. [SCHOOL DISTRICTS.] Except as otherwise provided by
law, no school district shall be subject to a net debt in excess of ten
percent of the actual market value of all taxable property and of
exempt property referred to in section 275.49, situated within its
corporate limits, as computed in accordance with this subdivision.
The county auditor of each county containing taxable real or
personal property situated within any school district shall certify to
the district upon request the market value of all such property. The
county auditor of each county containing exempt property referred
to in section 275.49, situated within any school district, shall certify
to the district upon request the total market value of all such
property as determined under section 275.49. The commissioner of
revenue shall certify to the district upon request the market value of
railroad property within the district as most recently determined
under section 270.87. Whenever the state equalization aid review
eommaittee commissioner of revenue, in accordance with section
124.2131, subdivision 1, has determined that the assessed valuation
of any district furnished by couniy auditors is not based upon the
market value of taxable property in the district, the commissioner of
revenue shall certify to the district upon request the ratio most
recently ascertained to exist between such value and the actual
market value of property within the district. The actual market
value of property within a district, on which its debt limit under this
subdivision is based, is (a) the value certified by the county auditors
and, where applicable, by the commmissioner of revenue under section
270.87, or (b) this value divided by the ratio certified by the
commissioner of revenue, whichever results in a higher value.

Sec. 37. [REPEALER.]

(a) Minnesota Statutes 1986, section 124.38, subd1v1smn 10, 13
repealed.

(b) Minnesota Statutes 1986, section 282.021, is repealed.
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Sec. 38. [EFFECTIVE DATE.]

Section 2 is effective August 1, 1987 Sections 1, 3 to 19, 21, 22, 24
to 26, 28, 30, 35, 36, anﬁ 37, h (a) are efrectlve th ZI
Tollowing final enactment. Sectlons 20, 23, 29, 31 to 34, and 37,

ara aph (b), are effective July 1, 1987. Section 2 2is e effective E

axes paid after July 31, 1987.

L

ARTICLE 5

MINERALS

Section 1. Minnesota Statutes 1986, section 16A.26, is amended to
read:

16A.26 [ONE DEPOSITORY ACCOUNT FOR EACH TAX.]V

Notwithstanding sections 290.361, 297.13, 298.17, 298.282,
298.39, 298.396, 298:51; 298-64; 298-656; 297C.02 to 297C.08 and
similar laws to the contrary relating to the depositing, disposition,
or apportionment of tax receipts, the commissioner may use one
depository account for each tax. To do so, there must be enough
information to identify and dispose of or apportion the tax under
law. The commissioner shall ask the appropriate officials for the
transfers and necessary certifications. The commissioner may issue
directives to carry out this section.

Sec. 2. Minnesota Statutes 1986, section 121.904, subdivision 11a,
is amended to read:

Subd. 11a; Beginning with payments received in fiseal year 1978,
Revenues received pursuant to sections 29421 to 294-28; 298.23 to
298.28; 298.32; 298.34 to 298.39; 298.391 to 298.396; 298.405;
298.51 to 298—67- or any law imposing a tax on severed mineral
valuesef&ny&thef_lawdksmb&bmgweeeedsmheuef&dvalerem
tax assesstnents on copper or nickel properties, shall be recognized
as revenue in the school year recelved

Sec. 3. Minnesota Statutes 1986, section 121 904 subd1v1smn 11b,
is amended to read:

Subd. 11b. (1) Each district affected by the provisions of subdivi-
sion 11a shall account for and expend according to the provisions of
this subdivision the total amount by which its 1976 payahle 1977
and its 1977 payable 1978 permissible levies pursuant to sections
124A.03, 124A.06, subdivision 3a, 124A.08, subdivision 3a,
124A.10, subdivision 3a, 124A.12, subdivision 3a, 124A.14, subdi-
vision 5a, and 275.125 were reduced on account of payments pursu-
ant to sections 29421 er 294-28: 298.23 to 298.28; 298.32; 298.34 to
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298.39; 298.391 to 298.396; 298.405; 208:51 to 298-:67; or any law
imposing a tax upon severed mineral values— or under any other law
in liew of ad valorem tax assessments on

or nickel properties. Notwithstanding the provisions of sec-

tion 124A.035, subdivision 5, clause (2) and the provisions of section
275.125, subdivision 9, clause (2) or any other law to the contrary,
this total amount shall not be applied to reduce the foundation aid
which the district is entitled to receive pursuant to section 124A.02
or again be applied to reduce the permissible levies of the district.

(2) The lesser of the amount in (1) or an amount equal to $200
times the pupil units in the district computed pursuant to section
12417 for the 1977-1978 school year shall be reflected in an
“appropriated fund balance reserve account for current use of
taconite payments” which shall be established in the general fund.
Each school year, beginning in 1978-1979, each affected district shall
transfer an amount equal to $20 times the number of pupil units in
the district in 1977-1978 out of this account into other operating
accounts in the general fund, until the amount transferred-equals
the amount originally reflected in the reserve account; provided that
in the last year in which the district is required to make this
transfer, it shall transfer the balance of the reserve account, not to
exceed an amount equal to $20 times the number of pupil units in
the district in 1977-1978. Notwithstanding the provisions of section
121.917, each affected district may use the amount so transferred
ecach year to increase its expenditures above the amount it would
otherwise be authorized to expend in that school year.

(3) Of the amount in (1), any amount not reflected in the account
established pursuant to clause (2) shall be reflected in the district’s
appropriated fund balance reserve account for purposes of reducing
statutory operating debt, if the district has established this account
pursuant to section 275.125, subdivision 9a. The June 30, 1977
statutory operating debt of the district shall be reduced by the
amount so reflected and shall be recertified accordmgly by the
commigsioner,

4) Notwithstanding the provisions of section 121,912, any portion
of the amount in (1) remaining after the application of clauses (2)
and (3) ghall be transferred to the district’s capital expenditure fund;
provided that before July 1, 1979 not exceeding $75,000 of the
amount transferred to the capital expenditure fund pursuant to this
clause may be transferred to the district’s general fund.

Sec. 4. anesota Statutes 1986, sectlon 124. 195 subd1v1smn 2,18
amended to read:

Subd. 2. [DEFINITIONS.] (a) The term “other district receipts”
means payments by county treasurers pursuant to section 276.10,
apportionments from the school endowment fund pursuant to sec-
tion 124,09, apportionments by the county auditor pursuant to
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section 124.10, subdivision 2, and payments to school districts by the
commissioner of revenue pursuant to seetions 294.21 to 294.26 and
chapter 298,

(b) The term “cumulative amount guaranteed” means the sum of
the following:

(1) one-third of the final adjustment payment accordlng to Subdl—
vision 6; plus

(2) the product of

(1) the cumulative disbursement percentage shown in subdivision
3; times

(i1} the sum of

85 percent of the estimated aid and credit ent1t1ements paid
accordmg to subdivision 10; plus

100 percent of the entitlements’ pald according to subdivisions 8
and 9; plus

the other district receipts; phus
the final adjustment payment according to subdivision 6.

Sec. 5. Minnesota Statutes 1986, section 124 A.035, subdivision 5,
is amended to read:

Subd. 5. [TACONITE DEDUCTIONS.] (1) Notwithstanding any
provisions of any other law to the conirary, the adjusted assessed
valuation used in calculating foundaiion aid shall include only that
property which is currently taxable in the district.

(2) For districts which received payments under sections 294-21 te
204:26; 298.23 to 298.28; 298.34 to 298.39; 298.391 to 298.396;
298. 405 298.51 to 298—6% any law imposing a tax upon severed
mineral values— or ynder any other law distributing preeeeds in lieu
efad#aleremtaxassessmentseneepperermekel'pfepemesor
recognized revenue pursuant to section 477A.15; the foundation aid
shall be reduced in the October adjustment payment by the differ-
ence between the dollar amount of the payments received pursuant
to those sections, or revenue recognized pursuant to section 477A.15
in the fiscal year to which the October adjustment is attributable
and the amount which was calculated, pursuant to section 275.125,
subdivision 9, as a reduction of the levy attributable to the fiscal
year to which the October adjustment is attributable. If the October
adjustment of a district’s foundation aid for a fiscal year is a negative
amount because of this clause, the next fiscal year’s foundation aid
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to that district shall be reduced by this negative amount in the
following manner: thére shall be withheld from each monthly
scheduled foundation aid payment due the district in such fiscal
year, 15 percent of the total negative amount, until the total
negative amount has been withheld. The amount reduced from
foundation aid pursuant to this clause shall be recognized as
revenue in the fiscal year to which the October adjustment payment
is attributable. - o L

Sec. 6. Minnesota Statutes 1986, section 270.80, subdivision 2, is
amended to read: :

Subd. 2. “Railroad company”’ means: -

(1) any company which as a common carrier operates a railroad or
a line or lines of railway situated within or partly within Minnesota;
or :

(2) any company owning or operating, other than as a common
carrier, a railway principally used for transportation of Taconite
concentrates from the plant at which the taconite concentrates are
produced in shipping form to a point of consumption or port for -
shipment beyond the state; or

{3) any company that produces concentrates from taconite and
transports that taconite in the course of the concentrating process
and before the concentrating process 1s completed to a concentrating
plant located within the state over a railroad that is not a common
carrier and shall not use a common carrier or taconite railroad
company as defined in clause (2) for the movement of the concentrate

to a point of consumption or port for shipment beyond the state.

Sec. 7. Minnesota Statutes 1986, section 273.12, is amended to
read: B :

273.12 [ASSESSMENT OF REAL PROPERTY]

It shall be the duty of every assessor and board, in estimating and
determining the value of lands for the purpose of taxation, to
consider and give due weight to every ¢lement and factor affecting
the market value thereof, including its location with reference to
roads and streets and the location of roads and streets thereon or
over the same, and to take into consideration a reduction in the
acreage of each tract or lot sufficient to cover“the amount of land
actually used for any improved public highway and the reduction in
area of land caused thereby, provided, that in determining the
market value of vacant land, the fact that such land is platted shall
not be taken into account. An individual lot of such platted property
shall not be assessed in excess of the assessment of the land as if it
were unplatied until the lot is improved with a permanent improve-
ment all or a portion of which is located upon the lot, or for a period
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of three years after final approval of said plat whichever is shorter.
When a lot is sold or construction begun, the assessed value of that
lot or any single contiguous lot fronting on the same street shall be
eligible for reassessment. It shall be the duty of every assessor and
board, -in estimating and determining the value of lands for the
purpose of taxation, to consider and give due weight to lands which
are comparable in character, quality, and location, to the end that all
lands similarly located and improved will be assessed upon a
uniform basis and without diserimination and, for agricultural
lands, to consider and give recognition to its earning potential as
measured by its free market rental rate.

Notwithstanding the provisions of thls or any other section, no

additional value shall be assessed for unmined mineral value except
for iron ore or tacomte concentrates.

Sec. 8, Minnesota Statutes 1986, section 275.125, subdivision 9, ig
amended to read:

Subd. 9. [LEVY REDUCTION-S;VTACONITE.] (1) Reductions in
levies pursuant to subdivision 10, and section 273,138, shall be
made prior to the reductions in clause (2).

(2} Notwithstanding any other law to the contrary, districts which
received payments pursuant to sections 294-21 te 204-26; 298 23 to
298.28, except an amount distributed under section 298.28, subdi-
vision 4, paragraph (c), clause (ii); 298.34 to 298.39; 298.391 to
298.396; 298.405; 298-5% te 298-67; 477TA.15; and any law imposing
a tax upon severed mineral values, ez under any othor low dicheib-
u—t&ngpfeeeedsmheuefad*&lﬂremta*assessmeﬁbseﬁeepperer

ies; or recognized revenue pursuant to section
477A 15; shall not include a portion of these aids in their permissi-
ble levies pursuant to those sections, but instead shall reduce the
permissible levies authorized by this section and sections 124A.03,
124A.06, subdivision 3a, 124A.08, subdivision 3a, 124A.10, subdi-
vision 3a, 124A.12, subdivision 3a, 124A.14, subdivision 5a, and
124A .20, subdivision 2, by the greater of the following:

(a) an amount equal to 50 percent of the total dollar amount of the
payments received pursuant to those sections or revenue recognized
pursuant to section 477A.15 in the previous fiscal year; or

(b} an amount equal to the total dolldar amount of the payments
received pursuant to those sections or revenue recognized pursuant
to section 477A.15 in the previous fiscal year less the product of the
same dollar amount of payments or revenue times the ratio of the
maximum levy allowed the district under sections 124A.03; subdi-
vision 2, 124A .06, subdivision 3a, 124A.08, subdivision 3a, 124A.10,
subdivision 3a, 124A.12, subdivision 3a, and 124A.14, subdivision
5a, to the total levy allowed the district under this section and
sections 124A .03, 124A.06, subdivision 3a, 124A.08, subdivision 3a,
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124A .10, subdivision 3a, 124A.12, subdivision 3a, 124A.14, subdi-
vision 5a, and 124A.20, subdivision 2, in the year in which the levy
is cert1ﬁed

(3) No reduction pursuant to this subdivision shall reduce the levy
made by the district pursuant to section 124A.03; subdivision 1, to
an amount less than the amount raised by a levy of 12.5 milis times
the adjusted assessed valuation of that district for the preceding year
as determined by the equalization aid review committee. The
amount of any increased levy authorized by referendum pursuant to
section 124A.03, subdivision 2 shall not be reduced pursuant to this
subdivision. The amount of any levy authorized by subdivision 4, to
make payments for bonds issued and for interest thereon, shall not
be reduced pursuant to this subdivision.

(4) Before computing the reduction pursuant to this subdivision of
the capital expenditure levy authorized by subdivision 11a, and the
community service levy authorized by subdivision 8, the commis-
sioner shall ascertain from each affected school district the amount
it proposes to'levy for capital expenditures pursuant to subdivision
1la and for community services pursuant to subdivision 8. The
reduction of the capital expenditure levy and the community ser-
vices levy shall be cotnputed on the basis of the amount so ascer-
tained.

(5) Notwithstanding any law to the contrary, any amounts re-
ceived by districts in any fiscal year pursuant to sections 294-21 te
204-26: 298.23 to 298.28; 298.34 to 208.39; 208.391 to 298.396;
298. 405 208.51 te 398—6-?’— or any law imposing a tax on severed
mineral va]ues— or under any other law distributing preecceds in Heu
of ad valerem tax asscssments on eopper or nickel properties; and
not deducted from foundation aid pursuant to section 124A.035,
subdivision 5, clause (2), and not applied to reduce levies pursuant
to this subdivision shall be paid by the district to the St. Louis
county auditor in the following amount by March 15 of each year
except 1986, the amount required to be subtracted from the previous
- fiscal year’s foundation aid pursuant to section 124A.035, subdivi-
sion 5, which is in excess of the foundation aid earned for that fiscal
year. The county auditor shall deposit any amounts received pursu-
ant to this clause in the St. Louis county treasury for purposes of
paying the taconite homestead credit as provided in section 273.135.

Sec, 9. Minnesota Statutes 1986, section 287.09, is amended to
read:

287.09 [MORTGAGE ON EXEMPT PROPERTY. PROPERTY
NOT DIRECTLY TAXED; RECEIPT; APPORTIONMENT OF TAX.]

When any real estate situate mtuated in this state and described
in any such mortgage is exempt from taxation under the Constitu-
tion of the state of Minnesota, article 10, section 1, the tax herein




38th Day] Monpay, ApriL 27, 1987 2789

provided shall be paid to the treasurer of the county in which such
real estate is sttuste situated in the same manner as if such real
estate was not exempt from taxation. When any real estate situate
gituated in this state and described in such mortgage is not exempt
from taxation under such section, but is not taxed by direct tax upon
the assessed valuation thereof, then 