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EIGHTY-NINTH DAY 
St. Paul, Minnesota, Tuesday, March 18, 1986 

The Senate met at 11 :00 a.m. and was called to order by the President. 

CALL OF THE SENATE 

Mr. Waldorf imposed a call of the Senate. The Sergeant at Arms was 
instructed io bring in the absent members. 

Prayer was offered by the Chaplain, Rev. Philip Weiler. 

The roll was called, and the following Senators answered to their names: 

Adkins 
Anderson 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brataas 
Chmielewski 
Dahl 
Davis 
DeCramer 
·Dicklich 

Diessner 
Dieterich 
Frank 
Frederick 
Frederickson 
Freeman 
Gustafson 
Hughe$ 
Isackson 
Johnson, D.E. 
Johnson, D.J. 
Jude 
Kamra1h 
Knaak 

Knutson 
Kroening 
Kronebusch 
Laidig 
Langseth 
Lantry 
Lessard 
Lu1her 
McQuaid 
Mehrkem, 
Merriam 
Moe, D.M. 
Moe, R.D. 
Nelson 

The President declared a quorum present. 

Novak 
Olson 
Pehler 
Peterson, C.C. 
Peterson, D.C. 
Peterson, D.L. 
Peterson, R. W. 
Petty 
Pogemiller 
Purfeerst 
Ramstad 
Reichgott 
Renneke 
Samuelson 

Schmitz 
Sieloff 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
vega 
Waldorf 
Wegscheid 
Willet 

The reading of the Journal was dispensed with and the Journal, as printed 
and corrected, was approved. 

EXECUTIVE AND OFFICIAL COMMUNICATIONS 

The following communication was received. 

The Honorable Jerome M. Hughes 
President of the Senate 

Dear Sir: 

March 14, 1986 

I have the honor of informing you that I have received, approved, signed 
and deposited in the Office of the Secretary of State, S.F. Nos. 1597, 1851, 
1349 and 496. 

Sincerely, 

Rudy Perpich, Governor 
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Mr. President.: 

JOURNAL OF THE SENATE 

MESSAGES FROM THE HOUSE 

[89THDAY 

I have the honor to announce the passage by the House of the following 
Senate File, AS AMENDED by the House, in which amendments the con
currence of the Senate is respectfully requested: 

S.F. No. 1065: A bill for an act relating to transportation; regulating rec
reational vehicles; regulating all-terrain vehicles; regulating routes to the 
trunk highway system; providing penalties; appropriating money; amending 
Minnesota Statutes 1984, sections 84.92: 84.922, subdivisions I, 3, 5, 6, 7, 
8, and by adding subdivisions; 84.925; 84.927; 84.928; 85.018, subdivisions 
I, 2, 3, 4, and 5; 100.273, subdivision 9; 161.117; 168.012, subdivision 3a; 
169.045; and 296.16, subdivision I; proposing coding for new law in Mi_n
nesota Statutes, chapter 84. 

Senate File No. l065 is herewith.returned to the Senate. 

Edward A. Burdick, Chief Clerk, House ofRepresentatives 

Returned March 17, 1986 

CONCURRENCE AND REPASSAGE 

Mr. Peterson, R.W. moved that the Senate concur in the amendments by 
the House to S.F. No. 1065 and that the bill be placed on its repassage as 
amended. The motion prevailed. 

S.F. No. 1065: A bill for an act relating to transportation: regulating rec
reational vehicles; regulating all-terrain vehicles; regulating routes to the 
trunk highway system; prescribing fees; providing penalties; appropriating 
money; amending Minnesota Statutes 1984, sections 84.92; 84.922, subdi
visions I, 3, 5, 6, 7, 8, and by adding subdivisions; 84.925; 84.927; 84.928: 
85.018; 100.273, subdivision 9; 161.117; 168.012, subdivision 3a; 169.045; 
169.825, subdivision 8; and 296.16, subdivision I; proposing coding fornew 
law in Minnesota Statutes, chapter 84. 

Was read the third time, as amended by the House, and placed on its 
repassage. 

The question was taken on the repassage of the bill, as amended. 

The roll was called, and there were yeas 48 and nays 15, as follows: 

'Those who voted in the affirmative were: 

Adkins 
Anderson 
Belanger 
Berg 
Bernhagen 
Bertram 
Chmielewski 
Dahl 
Dicklich 
Diessner 

Dieterich 
Frank 
Frederick 
Frederickson 
Freeman 
Gustafson 
Hughes 
Isackson 
Johnson. D.E. 
Jude 

Knutson 
Kronebusch 
Laidig 
Lanuseth 
Lanf;y 
Lessard 
Luther 
McQuaid 
Mehrkens 
Moe, D.M. 

Those who voted in the negative were: 

Novak 
Olson 
Peterson, D.C. 
Peterson, D.L. 
Peterson, R. W. 
Pogemiller 
Purfeer~t 
Ram~iad 
Renncike 
Samuelson 

Schmitz 
Sieloff 
Solon 
Storm 
Stumpf 
Taylor 
Wegscheid 
Willet 
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Benson Davis Knaak Pehler Reichgott 
Berglin DeCramer Kroening Peterson, C.C Spear 
Brarnas Kamrath Moe, R.D Peny Waldorf 

So the bill, as amended, was repassed and its title was agreed to. 

MESSAGES FROM THE HOUSE · CONTINUED 

Mr. President: 
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I have the honor to announce the passage by the House of the following 
Senate File, AS AMENDED by the House, in which amendments the con
currence of the Senate is respectfully requested: 

S.F. No. 2078: A bill for an act relating to insurance; authorizing and 
regulating the use of nonprofit risk indemnification trusts; prescribing the 
powers and duties of the commissioner; proposing coding for new law in 
Minnesota Statutes, chapter 60A. 

Senate File No. 2078 is herewith returned to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned March 17, I 986 

CONCURRENCE AND REPASSAGE 

Mr. Solon moved that-the Senate concur in the amendments by the House 
to S.F. No. 2078 and that the bill be placed on its repassage as amended. 

Mr. Frederick moved that the Senate do not concur in the amendments by 
the House to S.F. No. 2078, and that a Conference Committee of 5 members 
be appointed by the Subcommittee on Committees on the part of the Senate, 
to act with a like Conference Committee to be appointed on the part of the 
House. 

CALL OF THE SENATE 

Mr. Luther imposed a call of the Senate for the balance of the proceedings 
on S. F. No. 2078. The Sergeant at Arms was instructed to bring in the absent 
members. 

The question recurred on the adoption of the motion of Mr. Frederick. 

The roll was called, and there were yeas 27 and nays 37, as follows: 

Those who voted in the affirmative were: 

Adkins 
Anderson 

· Belanger 
Benson 
B~mhagen 
Bertram 

Brataas 
Frederick 
Frederickson 
Gw,tafson 
Isackson 
Johnson, D.E. 

Kamrath 
Knutson 
Krone bu sch 
Laidig 
McQuaid 
Mehrkens 

Those who voted in the negative were: 

Berg 
Berglin 
Chmielewski 
Dahl 
Davis 
DeCramer 
Dick!Kh 
Die~sner 

Dieterich 
Frank 
Freeman 
Hughes 
fohnson, D.J. 
Jude 
Knaak 
Kroening 

The motion did not prevai I. 

Langseth 
Lan1ry 
Les~ard 
Lui her 
Moe_ R.D. 
Nelson 
Novak 
Pehle1 

Olson 
Peterson, D.L. 
Ramstad 
Renneke 
Sieloff 
Storm 

Peterson. C. C 
Peterson, D.C 
Pe1erson. R.W 
Peuy 
Pogemilkr 
Purfeerst 
Reichgun . 
Sarnuebon 

Taylor 
Waldorl 
Wegscheid 

Schmit-: 
Solon 
Spe.ir 
Stumpl 
Willet 
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The question recurred on the motion of Mr. Solon that the Senate concur in 
the amendments by the House to S.F. No. 2078 and that the bill be placed on 
its repassage as amended. The motion prevailed. 

S.F. No. 2078 was read the third time, as amended by the House, and 
placed on its repassage. 

The question was taken on the repassage of the bill, as amended. 

The roll was called, and there were yeas 60 and nays 3, as follows: 

Those who voted in the affirmative were: 

Adkins 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Brataas 
Chmielewski 
Dahl 
Davis 
DeCramer 
Dicklich 

Diessner 
Dieterich 
Frank 
Frederick 
Frederickson 
Freeman 
Gustafson 
Hughes 
Isackson 
Johnson. D.E. 
Jude 
Kamrath 

Knaak 
Knutson 
Kroening 
Krone bu sch 
Laidig 
Langseth 
Lantry 
Lessard 
Luther 
McQuaid 
Mehrkens 
Moe, R.D 

Nelson 
Novak 
Olson 
Pehler 
Peterson, C.C. 
Peterson. D.C 
Peterson, D. L 
Peterson. R. W. 
Petty 
Pogemiller 
Purfeerst 
Ramstad 

ReichgOn 
Renneke 
Samuelson 
Schmitz 
Sieloff 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Wegscheid 
Willet 

Messrs. Anderson, Benram and Waldorf voted in the negative. 

So the bill, as amended, was repassed and its title was agreed to. 

MESSAGES FROM THE HOUSE · CONTINUED 

Mr. President: 

I have the honor to announce that the House has adopted the recommen
dation and repon of the Conference Committee on House File No. 1782, and 
repassed said bill in accordance with the report of the Committee, so 
adopted. 

House File No. 1782 is herewith transmitted to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted March 17, 1986 

CONFERENCE COMMITTEE REPORT ON H.F. NO. 1782 

A bill for an act relating to natural resources; enacting the lake improve
ment district act; providing for the creation, powers, and termination of lake 
improvement districts; amending Minnesota Statutes I 984, sections 378.41; 
378.42; 378.43; 378.44; 378.46; 378.47; 378.51; 378.52; 378.55; 378.56; 
and 378.57; proposing coding for new !_aw in Minnesota Statutes, chapter 
378; repealing Minnesota Statutes 1984, sections 378.41. subdivision 3; 
378.45; and 378.53. 

March 15, 1986 

The Honorable David M. Jennings 
Speaker of the House of Representatives 

The Honorable Jerome M. Hughes 
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President of the Senate 

We, the undersigned conferees for H.F. No. 1782. report that we have 
agreed upon the items in dispute and recommend a~ follow:-.: 

That the Senate recede from its amendment and that H.F. No. l 7X2 be 
further amended as follows: 

Delete everything after the enacting clause and insert: 

"Section I. [378.401] [CITATION.[ 

Sections 2, 7, and 378.41 to 378.57 may he cited as the lake imprm·cmcllf 
district act. 

Sec. 2. [378.405] [DEFINITIONS.] 

Subdivision J. [APPLICABILITY.] The definitions in this section apply to 
sections 2, 7, and 378.41 to 378.57. 

Subd. 2. [BOARD".] ''Board'' means count) hoard. 

Subd. J ._ [COMMISSIONER.] ''Commissioner'· means ihe com111issio11cr 
of natural resources. 

Suhd. 4. [DISTRICT.] "District" means a lake impr~n·ement district. 

Subd. 5. [JOINT COUNTY AUTHORITY.] "Joint coum,· uuthoritr" 
means a joint county authority formed by county _boards tinder sect/011 
378.44 

Subd. 6. lPROPERTY OWNER.] ,.,P,roperty owner" means the mvm:,r of 
real property ·within the district or the buyer under comraci for deed <4" 
property in the district. 

Sec. 3. Minnesota·Statutes 1984. section 378.41, is amended to read: 

378.41 [ESTABLISHME~IT CW bAKE IMPROVEMHIT DISTRICTS 
ADMINISTRATION BY COMMISSIONER.] 

Subdivision I. [PURPOSE.] (a) In furtherance of the policy declared in 
section 378.31, the commissioner e.f ffiHttfat resourees shall coordinate and 
supervise a local~state program for the establishment of lake improvement 
districts by counties ftfl6 ei-ttes- for lakes located within their bollndaries ba~ed 
on state guidelines and regulations and compatible with all state, regional, 
and local plans where ;;,ielt the plans exist. 

(b) In administration of this program the commissioner of natural resources 
shall consult with and obtain advice from other state agencies on those 
aspects of the program _for which the agencies have specific legislative 
authority including but not limited to the department of health and the pollu
tion control agency. 

Subd. 2. [RULES.] The commissioner ef -al ,esearees. bel<,re Aj>fil 
+, --1--9+9, shall j3fomulgate adopt permanent and emergency rules !31:IFsuaRt tee 
el:taptef -I-§. wh-i-eh to provide guidelines, criteria and standards for c~tablish
ment of lake improvement districts by counties ftOO- ettteS. 

&Mc~ ffi eFtlef le fulaR€e the ee·, elerffieAt aflfl ilflrlemeAtatieR of f>F&' 
gfftffi5 .f.ef WttteF ftfifl. fetftteEI. taft6 re_;ottree,; maRagement 13urn,1aRt 1ft .;eetieRs 
~ to 378.32, t,l,e €ffilttty l>eaffl ef "f½Y €ffi!ttty ffia)' eecigAale areas wi#tttt 
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the €fttHtt'f. ineleeing ooGies et wa!ef itOO relateEi htf!d - as lake 
in1pFO't ement BistrieL. 

Sec. 4. Minnesota Statutes 1984, section 378.42, is amended to read: 

378.42 [CREATION INITIAJJON AND ESTABLISHMENT BY 
COUNTY BOARD.[ 

Subdivision I. [RESOLUTION OF INTENT.[ The county board may 
cstaBlisA initiate the establishment qf' a lake improvement district in a portion 
of the county By adortion et fffi a13prepriate resolution under this section. The 
board must adopt a resolutfon declaring the intent of 1he hoard to establish a 
lake improvement chstrict. The resolution shttl-1- must: 

( 1) specify the territorial boundaries of the area district, which shall he 
encouraged to be as consistent as possible practfr·a/ with natural hydrologic 
boundaries,-; 

(2) prescribe the type 0f types ef water and related land resource manage
ment programs to be undertaken in the area, a statement ef Hle -meatt5 &y
Wftt€ft dis1rict; 

(3) srare how the programs will be financed, aoo a elesigoalien ef; 

(4) designate the county officer or agency WHe that will be responsible for 
supervising the programs; and 

(5) set a date for a hearing on the resolution. 

Subd. la. [NOTICE TO TOWN BOARD.] The cou111y board shall, ,11 
least 30 days before making an order establishing a lake improvement dis
trict, send the town board of a town wholly or partially within the houndnries 
of 1he proposed disrrict a copy (f the resolution to rhe town hoard and 
encourage the town board to respond to the proposed creation of the district. 

Subd. 2. [HEARING.] Betere tll<, aeleptioo et 5tt€lt a ,eselet100, The 
county board sJ,all must hold a public hearing on the ~eestioo 91· whether e, 

oot a lake improvement district sll-alJ should be established. Before the date 
set for the hearing, any interested person may file fl-i-s. objections to the for
mation of~ the district with the ·county auditor. At the hearing, any ·inter
ested person may offer objections, criticisms, or suggestions -as te about the 
necessity of the proposed district -as etHliAeEI and te t-lte Efl:lesticm 6f \\ AetAer 
!tis how the person· s property will be benefited or affected by the establish
ment of the district. 

Subd. 3. [ESTABLISHMENT.] !'ollo" iog the hea,in,.;. ( a) The cow,r_, 
board may establish a lake improvement district, by order, ajier 11u1/..:ing 
findings, if tt ~ te the board-, aftef ffi-FLiEleratioA .ef ntl- te,;timoA;, 
determines that the: 

(I) proposed district is necessary or that the public welfare will be pro
moted by the establishment of the district, that the. 

(2) property to be included in the district will be benefited by the e;;;ttl,
lisAffieAt theFeof, i¼fffi tftat me eswhlishing the di.urie1: and 

( 3) formation of the pFeposeEI district will not cause or contribute to long 
range environmental pollution-, me €0ttfl-t-y -eea-re, RY feFffla-1. 0ffief-;- 4ttt-1-
e&'lafe its fioeiogj, shall e ta~lish the eooneia,ies <tf the elistri€l itAtl 4ft!l 
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tle€lare #le~ ergani,eel !tfte give ii u corporate Attffle by wlttffi ii SRall l,e 
lffiewll. 

(b) The order establishing the district must swte the board'.\· .fi1idi11g_\ wul 
specify or prescribe those mallers contained in subdi1'i.,io11 I, 1wr<1gru11l1., ( J) 
10(4). 

Sec. 5. -Minnesotc1 Statutes 1984; section 378.43, · is amended to read: 

378.43 [INITIATION BY PETITION mR CREATION AV[) £STAB
LJSHMENT BY COUNTY BOARO. [ 

Subdivision I. I PETITION. J A ~ sigttetl by !i+ ~ et #le resi-
elettt 0WflffS as aefittetl ift 5e€l-ittR 112 35, .,ubdi, i. ieA 2+, willtift #le jtffi

J"'Setl lal<e irnpre, emeAt di-s<ri€+ as .,peeifieel in #le~ SRall l,e +i-led witlt 
#le €e!ffity eleffi !tfte ueldre.,seel te #le beard re~ue.,ting the e:;tabli. hrnent of a 
lfr1't: impre, emeAt dffltri€; te eleselop !tfte jffiWi<!e a prngrun, et watef i!flti 
~ tttft6 resourees maAagement. Gm eFAmciAtal .,uBdi1. i.iiBn.·. ffiflef #tttA
tke state e, federal ge, ernnaents, ~ laoos willtift #le prop" ,ed di,,tfi€l 

are eligible te sig-R the petiti BA. 

+he~ shall se< fefth tl,e folio\\ ing: 

fl-) +he """'° e¥ the prepo:.ed ~ 

(±f +i,c Aeeessit) fer !fie prepesed -~ ;;e tltftt #le l"'frH" laettm. er roo
lie welfare wtlJ ec premeteel by the e.,!i,bli ,hrnent c,I' #le '1istri€f i!flti tltftt #le 
ttttttls te l,e ineluded thereift wtlJ l,e eeAefited by the e.,tueli.,hA,eAt ttf 

aeeem131ish cttty ef tfle f)l:IFfJOSes et -a take iR1pr01, eFHbrit ~ 

B-t +he 13oumJarie.; e-ft-Be teffitOF), WfH€ft s-AtH+ Be -1:e; eon .. i~,lent as fJO.i,·ible 
witlt ftt!ttifitl h) Eirologie eeoAdarie,:, te be iAeloded iR the rropo. ed ~ 

f4J A map et the rrepesed ~ 

~ +he fttlffiOOf &f maAagers propo,;eEI· t'ef #le~ +he muAuger, SRall 
Het be less than three -, ffl0fe thaH 4+¥e i!flti l,e .,eleeteel ffflfH a list et lefl 

AomiAees; a-Re 

~A~ fer the erguAieatieA et #le '1istri€f as prnpe.eEI. /11) A Joke 
improvement district may he initiated by li petition to the county hoard. The 
petition must state: 

(I) the name of the proposed lake imJJroveme11t district; 

(2) the necessity.rd" the proposed district to promott' public ht'ultl! orpuh/ic 
we(fare; 

(3) the benefits to property fi·om .the eswb/ishrnt'llf <l the lake improvement 
district; 

(4) the boundaries rd' the proposed district which shall be encouraged to he 
as consistent as possible with natural hydro/ogic boundaries: 

(5) a map of the proposed district: 

(6) the number, fi'om .Jive to nine, qf" directors proposed for rhe district; 
and 

(7) a request for establishing the districr os pro1wsed. 

(b) A petition mu.,·t he signed by 26 percent of" the /J/'0/Jcrty owners 11·irhi11 



5820 JOURNAL OF THE SENATE [89TH DAY 

the proposed lake improvemen/ district described in the petition. Govern
mental subdivisions, other than the state or federal governments, owning 
lands within rhe proposed di.Hric/ are eligible tu sign thf! petition. 

(c) The petition must be filed with the county ouditor and addressed to the 
board requesting the board to establish of a lake improvement district to 
develop and provide a program rf 1vater and related land. resource,'! 
mcmagemenr. 

(d) The county board'shal/, at least 30 days before it acts on a petition, 
send rhe town board of a tmvn wholly or partially within !he boundaries of a 
proposed disrrict -a copy of" the petition submitted under subdivision I and 
encourage the lawn hoard to respond to the proposed creation of the district. 

Subd. 2. [HEARING.] tlj3ef, fe€eij,t eHhe retitiua, ttAEI ,e,ifieatioa aflhe 
sigaatuces !Refeeft by !he €0\ffity auElito,, !he €ffi!ftly beaf<I shftH-, withift 3G 
days folio,, iag , e,ifieatioA, ltel<l a f"lhli€ heaFiftg"" !he questi,rn et '" hether 
0f He! !he ,eque,;teEI lake imr,o, emeAI El~ shall be establisheEI. After 
receiving the petition, the county auditor must verify the signatures and 
notify the county board. Wi1hin 30 days after being noqfied of the petition, 
the county board must hold a public hearing on whether the requested lake 
improvement district should be established. 

Subd. 3. [ESTABLISHl\1ENT.] WithiH 3G da)•s fello•,, iAg tl!e heltltttg et a 
f"H'H€ heaFiftg !Re €0tffify beaf<I by ,esolutioA shalJ •rr,01 e Of Elis•rrFB, e t-l!e 
estaBlishment et' #te FSEJHested -1-ake impFO\ ement ttt5-tft€t afl6 g-i-ve tt -a €6f--

jl0ffile oome by whieh it shall be 1tttewir. A ,esolutioA •rr,o, iag the e,eatioa 
ef !he tt!1'e imrf81 emeAI tlis!fiet may €0ftlaffi moeifiealiOAS ef !he area-'-;; 
be1::1nElaFies, funetieRs, financing, Of eFganir.atien FFeffi what wa-s -set teHR tft 
!he retitioA. Within 30 days after holding the public hearing, the county 
board shall, by order, establish or deny the establishmenl of the petitioned 
lake improvement district. An order establishing a district must conform to 
section 7 and may modify the petition relating to the district's boundaries, 
functions, financing, or organization. 

Sec. 6. Minnesota Statutes 1984, section 378.44, is amended to read: 

378.44 [,GIN+ ACTION ESTABLISHMENT OF A DISTRICT IN MORE 
THAN ONE COUNTY.l Where the natural hydrologic boundaries of ttn -area 
a proposed districI extend into more than one county, the county boards of 
the counties affected may form a joint county authority and establish and 
maintain a lake improvement district jointly or cooperatively as provided in 
section 471 .59, eithef"" theff .,_ metieH er ru,suant 10 pe!itieft. The dis
trict may be initiated by the joint county authority in the same manner as a 
county board under section 378.42 or by pelition 10 the affected county 
boards. 

Sec. 7. [378.455] [ORDER ESTABLISHING DISTRICT.] 

An order by the county board or joint county authority establishing a dis
lrict must state the: 

(I) name of the district; 

(2) boundaries of the district, which are encouraged to be as consistent as 
practical with natural hydrologic boundaries; 

(3) water and related land resources management programs and services 
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to·be undertaken; 

(4) manner of financing programs and services; and 

(5) number, qualifications, terms qf <1fflce, remol'Ctl, mu/filling of 1·ucw1-

cies of the board of directors. 

Sec. 8. Minnesota Statutes 1984, section 378.46, is amended to read: 

378.46 [PUBLICATION AND EFFECTIVE DATE,J 

tlJ'0ft passage ef a €OOflly bears ,esolatioA aathe,i,ing tlte ,Teation GI a 
lake iFRpFO. emenl aistFiel, the €OOflly eeaf8 0f eeaFes """1 eal!Se the feSettl
!ieft le be paelishea ei,ee ift the e#iei;,I ne" spapen aftt! filetl witll tlte see,e

tary ef -, the pellatien e<>Htffil ttgef½€j' aftt! the eemmi.;.;ione, GI flftltlfttl 
,esea,ees. +lie lake imprn', ement aistfief ;,hall ee <leefl;ed e.aueli. hes ~ 
<lays aflff paelieatien "' ftt 5t!€I! la!ef aftt8 as ffitlj' ee .peeifies in the 
resolH~ioA. 

Subdivision I. [PUBLICATION OF ESTABLISHMENT ORDER I // " 
lake improvement district is established, the county board, or joint cminty 
authority issuing the order establishing the district, shall publish the order 
once in the. official newspapers qf counries where the district is focmed and 
file the order with the secretary of stare, ·1he pollution control aMenc_\'-. wu/ 
the commissioner of natural resources. 

Subd. 2. [EFFECTIVE DATE. l Eswblishment of the loke impromnent 
district is effective 30 days after publication or at a lllter date, (f' spec{/ied in 
the establishment order. 

Sec. 9. Minnesota Statutes 1984, section 378.47, is amended to read: 

378.47 [REFERENDUM ON ESTABLISHMENT.] 

Subdivision 1. [PETITION.] tlJ'0ft ,eeeij,t ef a jle!-itioo ~ ey tweflty
#Ye j3efeeftl ef the resiElent e'o'fflefS witllift the leffiteF) of the li!k€ imp,e, e 
ffiefl4 et5fft€4 Sf)eeifieEI ffi the rnselutieA aE1019teEI f)Ursuant ta ~ ~ 
Jffi0f le the etteefr,e aftt8 et its e,ealien as specifieEl ift 5e€!ieft 378.4€,, tlte 
€OOflly eeare e, beartls ;,hall hei<l ll!e e,eatien in ueei aaee pensiAg ,ere,en 
ffi!ffi ¥ete et all ~aalifiea 'ffllefS aA<I resiseAI e'o'fflefS ,esidi,!lg witllift the 
BeunElaries Sf tfle f)F0tJeseEI ttHre iffl{:IFO'. efflent EttStft€-t-:- Twenty-six percent of 
the property owners within the lake improvement district established by the 
board or a joint county authority on its own initiative under section 378.42 
may petition for a referendum on establishing the district before 1he effective 
date of its establishment. After receiving the petition, the county hoard or 
joint county authority must issue an order staying the establishment until a 
referendum vote is taken of all qualified voters and property owners within 
the proposed lake improvement district. 

Subd. 2. [ELECTION.] The county board or eeares joint cou111y (IUthority 
shall~ affangeffients fef #te hetetng Bf conduct a special election ftB-t 1-es-s 
tfl-Etfl .JG f½ef mefC tftfffi 9Q d-a-ys- in July or August after ,eeeij,t ef 5-Uffl- receiv
ing the referendum petition. The special election must be held within #te 
lleaeaaries et the proposed lake improvement district cpeeifies ttl the rese
lfttiffl; aaeptea p~Fsaaet to seelioo ~- tf a gei,e,al eleetien will be l,el,I 
witllift the time speeifiea, the 'ffile oo e,eatiea ffitlj' ee l,el,I as j>frFI et the 
geHeffH" electien. The county auditor shall administer the special election. 
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Subd. 3. [QUESTION SUBMITTED TO VOTERS.] The question to be 
submitted and voted upon by the qualified voters and ,esi~ent property 
owners within the teffitor; ef the proposed lake improvement district· -sha-1-1-
must be f)AraseEi stated substantially as follows: 

"SJ,all Should a lake improvement district be established ift eme, to pro
vide (description of intended water and related land resources improvements) 
and financed by (description of revenue sources)?'' 

Subd. 4. [CERTIFICATION OF VOTE AND ESTABLISHMENT.] 
YpeH eef1ifieatioR e.f #te ¥0fe a,. The county auditor, must certify the vote on 
the question submitted. If a majority of tho·se voting on the question favor 
ereatieR ef establishing the proposed lake improvement district, the -1-ak-e 
il!l~Fe'. el!lent stay on establishing the district shall ee <leeffl8<i €f8ate<i is 
lifted. If a majority of those voting on the question do not favor establishing 
the proposed lake ·improvement disrrii::r, the establishment is denied. 

Sec. 10. Minnesota Statutes 1984, section 378._5 l, is amended to read: 

378.51 [BOARD OF DIRECTORS.] 

Subdivision I. [MEMBERSHIP.) After e,eatien »fa lake improvement 
district is established, the county board or aeaFEls joint county authority shall 
appoint persons to serve as tl an initial board of director's for the ~ 
iffif)FO'I emeRt district. The number, qualifications, terms of office, removal, 
and filling of vacancies of directors shall be as provided in the Fesol1:1tion 
order creating the board of direc_tors. The initial eea-ffi and all subsequent 
boards of directors shall must include persons owning property within the 
district, al left5I ooe et wl!effi is a Fesiaent and a majority of the directors 
must be residents of the district. 

Subd. 2. [COMPENSATION.] The directors shall serve withettt with 
compensation Bttt as determined by the property owners at !he annual meel
ing and may be reimbursed for their actual expenses necessarily incurred in 
the performance of their duties in the manner provided for county employees. 

Subd. 3. [POWERS. J WheH ai,eetea lay ,eselatien ol" Ille e,,amy ooaffl e, 

eeaffi5 eFeating tt,- -the Beafe ef EliFeetoFs 5flitH h-a-¥e-; eiteFeise, ftft6 13erfceFR'1 
Ille J36W8fS aft<! <Mies et Ille e,,amy ooaffl tffieef ~ 3"18. 31 , ~ Ille 
J'0W8f le ae<jtlire p,eperty e;· el!linen! elemaift County hoards, joint county 
authorities, statutory and home rule cilies, and towns may, by order, dele
gate the powers in this section to the hoard of directors of a district to be 
exercised within the district. Programs and services undertaken must be 
consistent with the statewide water and related land resources plan prepared 
by the commissioner of natural resources, and with regional water and 
related resources plans. A body of water may not be improved by using 
authority granted under this section unless the public has access to some 
portion of rhe shoreline. County boards, joint county aurhorities, statutory 
and home rule cities, and towns may delegate their authority to a district 
board of directors to: 

( 1) acquire by gift or purchase an existing dam or control works thar 
affects the level of waters in the district; 

(2) construct and operate water control structures that are approved by 
the commissioner of natural resources under section 105.42; 
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(3) undertake projects .to change .the course curre1i1 or cross section ,f 
public waters that are approved by the commissioner <4' natural resources 
under section 105 .42; 

(4) acquire property, equipment, or other facilities. by gifl or purchuse to 
improve navigation; 

(5) contract with a board of managers (la watershed district within the 
lake improvement district or the board of s.upervisors qf' a soil and water 
conservation district within the district for improvements under chapters 40 
andl/2; 

(6) undertake research to determine the c(mditiim a,u/ development oflhe 
body of water and the water entering it and to transmit the studies Id the 
pollution control agency Clnd other interested authorities: 

(7) develop and implement a comprehensive plan to eliminate water 
pollution; 

(8) conduct a program of water improvement and conservation; 

(9) construct a water, sewer. or water and sewer system in the manner 
provided by section 444.075 or other applicable laws; 

( JO) receive financial aSsistClnce fr01ii and participate in prqjects or enter 
into contracts with federal and state agencies for the.study and treatment of 
pollution problems and related demonstration programs; 

(/I) make cooperative agreements with the United States or state govern
ment or other county o,: city to effectuate water and related land re.wurce 
pr_ograms; 

(/2) maintain public beaches, public docks, and other publicj,,cilitiesji>r 
access to the body of water; 

( 13) provide and finance a governmen.t service of the· county or statuto_ry 
or home rule city that is not provided throughout the county or, (f the gov
ernment service is provided, the service is at an increased level within the 
district; and 

( 14) regulate water surface use as provided in section 378.32. 

Sec. 11. Minnesota Statutes 1984, section 378.52, is amended to read: 

378.52 [FINANCING.] 

Subdivision I. [REVENUE.] The county board or eetlfaS itt eree, le 
aeeoFH:f!lisA the f1UF13escs Sf!eeificEI +ft tfle Fcsolutiofl. ereatifl.g a !a-ke impFm e 
-fflCflt: ai-stf:iet joint county authority· may undertake projects of improvement 
consistent with tRese purposes i¼ft6" ~l the district. To finance projects and 
services of the district, the County board or joint county authority may:-

( I) assess the costs of the projects upon benefited propeniwithin the dis
trict in the manner provided itt under chapter 429, ...ar: 

(2) impose service charges on the users of lake improvement district serv
ices within the - aoo ...ar district; 

/3) issue obligations as provided in section 429.09/; 

(4) levy an ad valorem tax solely on propeny sittlate<I within the lake 
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improvement district, to be appropriated and expended solely on projects of 
special benefit to the area, district; or 

(5) may impose or issue any -combination of service charges, special 
assessments, obligations, and taxes. 

Subd. 2. [TAX EXCLUDED FROM OTHER LIMITATIONS.] The tax 
p,e.,,ises fef by under subdivision I shall oot be soojeet le ai,y is excluded 
from statutory limitetieR as te limitations on the amount of taxes levied and 
shall does not affect the amount or rate of taxes that may be levied for other 
county purposes. S!,el, A tax under subdivision I may be in addition to ai,y 
amounts levied "J'0ft on all taxable property in the county for the same or 
similar purposes. 

Subd. 3. [BUDGETING FOR OPERATIONS.] tlj,0ft aseptiea 0f tis 
illtftlltli booget, The county board or county boards forming the joint county 
authority shall include appropriate provisions in its budget for the operation 
of the a lake improvement district. 

Sec. 12. Minnesota Statutes 1984, section 378.54, is amended to read: 

378.54 [ENFORCEMENT OF ORDINANCES.] 

Where a lake improvement district has been established by joint county 
action under section 378 .44 or order of the commissioner of natural 
resources under section 378.45, ordinances and regulations adopted by joint 
action of the affected county boards may be enforced in any part of the lake 
improvement district by personnel of any of the affected counties. 

Sec. 13. Minnesota Statutes 1984, section 378.55, is amended to read: 

378.55 [EXPANSION OF THE BOUNDARIES OF A LAKE 
IMPROVEMENT DISTRICT.] 

A eellftfy lleaffi, 00 tis 6W11 'metie,i er flHFSHaAI le petitieA, may~ "ftY 
e,eistiag lal<c i"'fl'"'· emeAI clis!fiet pursuaat le the preeesures speeilies ii, 
The boundary of a district may be enlarged by complying with the proce
dures to establish a district under sections 378.41 to 378.46. 

Sec. 14. Minnesota Statutes 1984, section 378.56, is amended to read: 

378.56 [TERMINATION.] 

Subdivision I. [PETITION.] tlj,0ft reeeiJ,t ef a Termination of a district 
may be initiated by petition requesting the termination of the district. The 
petition must be signed by M 26 percent of the resiseat property owners 
witiHA !he teffitery of the lal<e iRlflFe,'effieat aistfi€t re~uestiag the termiaa 
ti-ea ef the lake. ifflf)FO\'effleRt t:listFiet, in a district within 30 days . after 
receiving a petition. The county board _or 1,ea,as shall witiHA 'l() days .afler 
reeeij,t ef 5'left a petitieR, by tis er<lef fu< joint county authority must set a 
time and place, for a hearing ~-on t~rminating the district. 

Subd. la. [FINDINGS AND ORDER.] If the board orl,ea,asjoint county 
authority determine that the existence of the district is no longer in the public 
welfare or public interest and it is not needed to accomplish the purpose of 
sections 378.3 I to 378.57 the board or 1,ea,as joint county authority shall by 
HS make the findings and ·0faef terminate the district by order. Upon filing a 
certified copy of the findings and order·with the secretary of state, pollution 
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control agency, and commissioner of natural resources the district -sttttl-l
rease is terminated and ceases to be a political subdivision of the ~tate. 

Subd. 2. [TERMINATION OF FINANCING.] If a lake iffipnwement 
district is terminated pursuaRt ttt under subdivision I, fl6 additional \\ atLr and 
related land resource management programs 5f½fltl. may not ·be undertaken 
with money raised by a special tax within the district, and oo additional 
special water and related land .resource management taxes shalt may not be 
levied within the district. Wftefl ff money raised by past special tax levies 
within the district has been exhausted, further operation and maintenance of 
existing programs may be financed by appropriations from the general reve
nue fund of the an affected county. 

Sec. 15. Minnesota Statutes 1984, section 378.57, is amended to read: 

378.57 [ANNUAL MEETING OF DISTRICT.] 

Subdivision I. [TIME.]~ lake impre,ement ,1 district ,;ltttl! must have 
an annual meeting. The first annual meeting shall be scheduled during the 
months of July or August, and 5-AaH be held annually thereafter :n that period 
unless changed by vote of the previous annual meeting. 

fB Subd. 2. [NOTICE.] The annual meeting shall be preceded by written 
notice mailed at least ten days in advance of the meeting to all re.;ideAt prop
erty owqers wi_thi_n the district and to the, pollution contwl agency and com
missioner of natural resources. 

~ Subd. 3. [AGENDA.] At the annual meeting the district propertv 
owners pre.rent shall: 

fa) (I) elect one or more directors to fill vacancies in the tlis!fiet boards of 
directors; · 

W /2) approve a budget for the eeffttftgfisca/ years; 

fej (3) approve or disapprove all proposed projects by the district having a 
cost to the district in excess of $5,000, by 'fflte ttf tkc ,esident owttefS witltm 
the dist,iet.; and 

W (4) take up and consider 5tt€fl: other business as comes before it. 

Sec. 16. Minnesota Statutes 1984, section 459.20, is amended to read: 

459.20 [AUTHORITY OVER PUBLIC WATERS.] 

The governing body of any home rule charter or statutory city or town in 
the state has, with respect to any body of water situated wholly within its 
boundaries, all the powers to improve and regulate the use of such body of 
water as are conferred on county boards by sections 378. 3 I and 378. 32, and 
to establish and administer lake improvement districts under sections ~ 
378.401 to 378.57. With respect to any body of water situated wholly within 
the contiguous boundaries of two or more home rule charter or statutory cities 
or towns or any combination thereof, the city councils and town board~ may, 
under the provisions of section 471.59, jointly exercise such powers to 
improve and regulate the use of the body of water as are conferred on county 
boards by sections 378.3 I and 378.32, and to establish and administer lake 
improvement districts as provided under sections~ 378.401 to 378.57. 
provided that, no home rule charter or statutory city or town may establish 
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and administer a lake improvement district or exercise any of the powers 
granted in this section if a lake improvement district covering the same terri
tory has been created by a county board under sections ~ 378.40/ to 
378.57. References in sections 378.31 to 378.35 and ~ 378.401 to 
378.57 to the county board shall be construed to refer to the governing body 
of a home rule charter or statutory city or the board of supervisors of a town. 

Sec. 17. [INSTRUCTION TO REVISOR.] 

The re visor of statutes shall renumber section 378.57 as 378.545. 

Sec. 18. [EFFECTIVE DATE.] 

Sections I to 17 are_e.ffective the day after Jina/ enactment." 

Delete the title and insert: 

"A bill for an act relating to natural resources; enacting the lake improve
ment district act; providing for the creation, powers, and termination of lake 
improvement districts: amending Minnesota Statutes 1984, sections 378.41; 
378.42; 378.43; 378.44; 378.46; 378.47; 378.51; 378.52; 378.54 378.55; 
378.56; 378.57; and 459.20; proposing coding for new law in Minnesota 
Statutes, chapter 378." 

We request adoption of this report and repassage of the bill. 

House Conferees; (Signed) Bob Anderson, Lynn H. Becklin, Loren G. 
Jennings 

Senate Conferees; (Signed) Collin C. Peterson, Gene Merriam, John 
Bernhagen 

Mr. Peterson, C. C. moved that the foregoing recommendations and Con
ference Committee Report on H.F. No. 1782 he now adopted, and that the 
bill be repassed as amended by the Conference Committee. The motion pre
vailed. So the recommendations and Conference Committee Report were 
adopted. 

H. F. No. 1782 was read the third time, as amended by the Conference 
Committee, and placed on its repassage. 

The question was taken on the repassage of the bill, as amended by the 
Conference Committee. 

The roll was called, and there were yeas 59 and nays 0, as follows: 

Those who voted in the affirmative were: 

Adkins DeCramer Knaak Olson Samuelson 
Anderson Dicklich Kroening Pehler Schmitz 
Belanger Dieterich Kronebusch Peterson. c.c. Sieloff 
Benson Frank Laidig Peterson. D.C. Solon 
Berg Frederick Langseth Peterson. D. L. Spear 
Berglin Frederick~on Lantry Peterson. R. W Storm 
Bernhagen Freeman Lessard Peny Stumpf 
Bertram Hughes McQuaid Pogemiller Taylor 
Brataas Isackson Mehrkens Purfeerst Waldorf 
Chmielewski Johnson. D.E. Moe, R.D Ramstad Wegscheid 
Dahl Jude Nelson Rcichgott Willet 
Davis Kamrath Novak Renncke 

So the bill, as amended by the Conference Committee, was repassed and 
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its title was agreed to. 

MESSAGES FROM THE HOUSE · CONTINUED 

Mr. President: 

5827 

I have the honor to announce that the H0use has adopted the recommen
dation and report of the Conference Committee on House File No. 1863, and 
repassed said bill in· accordance with the report of the Committee, so 
adopted. 

House File No. 1863 is herewith transmitted to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted March 17, 1986 

CONFERENCE COMMITTEE REPORT ON H.F. NO. 1863 

A bill for an act relating to crimes; providing for the right to counsel in 

juvenile proceedings in certain instances; clarifying the crime of failing to 
file a tax return; creating a presumption that _property acquired during the 
cour"se of certain crimes are "proceeds" of the crime for purposes of forfei
ture law; repealing the crime of cri•minal syndicalism; amending Minnesota 
Statutes I 984, sections 260.155, by adding subdivisions; 260.251, subdivi
sion 4; and Minnesota Statutes 1985 Supplement, sections 290.92, subdivi
sion 15; and 609.531, subdivision 2; repealing Minnesota Statutes 1984, 
sections 260. 155, subdivision 2; and 609.405. 

The Honorable David M. Jennings 
Speaker of the House of Representatives 

The Honorable Jerome M. Hughes 
President of the Senate 

March I 8, I 986 

We, the undersigned conferees for H.F. No. I 863, report that we have 
agreed upon the items in dispute and recommend as follows: 

That the House recede from its amendment and that H.F" No. 1863 be 
further amended as follows: 

Delete everything after the enacting c!ause and insert: 

"Section I. Minnesota Statutes 1984, section 260. 155, is amended by 
adding a subdivision to read: 

Subd. la. [RIGHT TO PARTICIPATE IN PROCEEDINGS.] A child who 
is the subject of a petition, and the parents, guardian, or custodian of the 
child, and any grandparent of the child ivirh whom the child has resided 
within the past two years, have the right ro participate in a!/ proceedings on a 
petition. 

Sec. 2. Minnesota Statutes 1984, section 260. 155, subdivision 8, is 
amended to read: 

Subd. 8. [WAIVER. l (a) Waiver of any right which a child has under this 
chapter must be an express waiver voluntarily and intelligently made by the 
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child after the child has been fully and effectively informed of the right being 
waived. If a child is under 12 years of age, the child's parent, guardian or 
custodian shall give any waiver or offer any objection contemplated by this 
chapter. 

(b) Waiver of a child's right to be represented by counsel provided under 
the juvenile court rules must be an express waiver voluntarily and intelli
gently made by the child after the child has been fully and effectively 
informed of the right being waived. In determining whether a child has vol
untarily and intelligently waived rhe right to counsel, the court shall look to 
the totality of the circumstances which includes but is not limited to the 
child's age, maturity, intelligence, education, experience, and ability to 
comprehend, and the presence and competence of the child's parents, 
guardian, or guardian ad /item. If the court accepts the child's waiver, it 
shall state on the record the findings and conclusions that form the basis for 
its decision to accept the waiver. 

Sec. 3. Minnesota Statutes 1985 Supplement, section 290.92, subdivision 
I 5, is amended to read: 

Subd. 15. [PENALTIES.] (l) In the case of any failure to withhold a tax on 
wages, make and file quarterly returns or make payments to or deposits with 
the commissioner of amounts withheld, as required by this section, within 
the time prescribed by law, there shall be added to the tax a penalty equal to 
ten percent of the amount of tax that should have been properly withheld and 
paid over to or deposited with the commissioner if the failure is for not more 
than 30 days with an additional five percent for each additional 30 days or 
fraction thereof during which the failure continues, not exceeding 25 percent 
in the aggregate. The amount of the tax together with this amount shall bear 
interest at the rate specified in section 270.75 from the time the tax should 
have been paid until paid. The amount added to the tax shall be collected at 
the same time and in the same manner and as a part of the tax unless the tax 
has been paid before the discovery of the negligence, in which case the 
amount added shall be collected in the same manner as the tax. 

(2) If any employer required to withhold a tax on wages, make deposits, 
make and file quarterly returns and make payments to the commissioner of 
amounts withheld, as required by sections 290.92 to 290.97, willfully fails to 
withhold the tax or make the deposits, files a false or fraudulent return, will
fully fails to make the payment or deposit, or willfully attempts in any man
ner to evade or defeat the tax or the payment or deposit of it, there shall also 
be imposed on the employer as a penalty an amount equal to 50 percent of the 
amount of tax, less any amount paid or deposited by the employer on the 
basis of the false or fraudulent return or deposit, that should have been prop
erly withheld and paid over or deposited with the commissioner. The amount 
of the tax together with this amount shall bear interest at the rate specified in 
section 270.75 from the time the tax should have been paid until paid. The 
penalty imposed by this paragraph shall be collected as a part of the tax, and 
shall be in addition to any other penalties civil and criminal, prescribed by 
this subdivision. 

(3) If any person required under the provisions of subdivision 7 to furnish a 
statement to an employee or payee and a duplicate statement to the commis
sioner, or to furnish a reconciliation of the statements, and quarterly returns. 
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to the·commissioner, willfully furnishes a false or fraudulenl statement to an 
employee Or payee or a false or fraudulent duplicate statement or reconcilia
tion of statements, and quarterly returns. to the commissioner, or willfully 
fails to furnish a statement or the reconciliation in the manner, at the time, 
and showing the information required by the provisions of subdivi~ion 7. or 
rules prescribed by the commissioner thereunder, there shall be imposL'd on 
the person a penalty of $50 for each act or failure to act, but the total amount 
imposed on the delinquent person for all such failures during any calendar 
year shall not e,ceed $25,000. The penalty imposed by this paragraph is due 
and payable within ten days after the mailing of a written demand therefor. 
and may be collected in the manner prescribed in subdivision 6. paragraph 
(8). 

(4) In addition to any other penalties prescribed. any person required to 
withhold a tax on wages, tttttke tlfte file quarterly returns, and make payments 
or deposits to the commissioner of amounts withheld, as required by this 
section, who attempts to evade the tax hr (i) willfully fuihfailinR to withhold 
the ta, ortrathfolly make am!. file the quarter!) return. or make the payment 
or deposit, or attem~ts ta """6e er eereat the™' (ii) willfully preparin!( or 
filing a false return, is guilty of a gross mi_sdemeanor unless the tax involved 
e,ceeds $300, in which event he is guilty of a felony. 

(5) In lieu of any other penalty provided by law. except the penalty pro
vided by paragraph (3), any person required under the provisions of subdivi
sion 7 to furnish a statement of wages to an employee and a duplicate state
ment to the commissioner, who willfully furnishes a false or fraudulent 
statement of wages to an employee or a false or fraudulent duplicate state
ment of wageirto the commissioner, or who willfully fails to furnish a state
ment in the manner, at the time, and shOwing the information required by the 
provisions of subdivision 7, or rules prescribed by the commissioner 
thereunder, is guilty of a gross misdemeanor. 

(6) Any employee required to supply information to his employer under the 
provisions of subdivision 5, who willfully fails to supply information or 
willfully supplies false or fraudulent information thereunder which would 
require an increase in the tax to be deducted and withheld under subdivision 
2a or 3, is guilty of a gross misdemeanor. 

(7) The term "person," as used in this section, includei an officer or 
employee of a corporation, or a member or employee of a partnership, who as 
an officer, employee, or member is under a duty to perform the act in respect 
of which the violation occurs. 

(8) All payments received may, in the discretion of the commissioner of 
revenue, be credited first to the oldest liability not secured by a judgment or 
lien, but in all cases shall be credited first to penalties, next to interest, and 
then to the tax due. 

(9) In addition to any other penalty provided by law, any employee who 
furnishes a withholding exemption certificate to his employer which the 
employee has reason to know contains a materially incorrect statement is 
liable to the commissioner of revenue for a penalty of $500 for each instance. 
The penalty is immediately due and payable and may be collected in the same 
manner as any delinquent income tax. 

( 10) In addition to any other penalty provided by law, any employer who 
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fails 10 submit a copy of a withholding exemption certificate required by 
subdivision 5a, clause ( I )(a), ( I )(b), or (2) is liable to the commissioner of 
revenue for a penalty of $50 for each instance. The penalty is immediately 
due and payable and may be collected in the manner provided in subdivision 
6, paragraph (8). 

(11) Any person who willfully aids or assists in, or procures, counsels, or 
advises the preparation or presentation under, or in connection with any 
matter arising under this section, of a return, affidavit, claim, or other docu
ment, which is fraudulent or false as to any material matter, whether or not 
the falsity or fraud is with the knowledge or consent of the person authorized 
or required to present the relurn, affidavit, claim, or document, is guilty of a 
gross misdemeanor, unless the tax involved exceeds $300, in which event he 
is guilty of a felony. 

(12) Notwithstanding the provisions of section 628.26, or any other provi
sion of the criminal laws of this state, an indictment may be found and filed, 
upon any criminal offense specified in this subdivision, in the proper court 
within six years after the commission of the offense. 

Sec. 4. Minnesota Statutes 1985 Supplement, section 609.531, subdivi
sion 2, is amended to read: 

Subd. 2. [FORFEITURES OF CONVEYANCE DEVICES; COMMUNI
CATIONS DEVICES; PRIMARY CONTAINERS; WEAPONS USED; 
AND CONTRABAND PROPERTY.] /a) Proceeds that are derived from or 
traced to the commission of a designated offense, conveyance devices, 
communications devices or components, primary containers,' and weapons 
associated with the commission or utilized in the commission of a designated 
offense, and all contraband property shall be subject to forfeiture with the 
following limitations: 

W (I) No conveyance device, communications device or component or 
primary container used by any person as a common carrier in the transaction 
of business as a common carrier is subject to forfeiture under this section 
unless the owner or other person in charge of the conveyance, container, or 
communications device or component is a consenting party or privy to com
mission of a designated offense. 

(-bf (2) No conveyance device, communications device or component, pri
mary container, or weapon used is subject to forfeiture under this section 
unless the owner of it is privy to a violation of a designated offense or unless 
the use of the conveyance device, communications device or component, 
primary container, or weapon in a violation occurred with his knowledge or 
consent. 

fet (3) A forfeiture of a conveyance device, communications device or 
component, primary container, or weapon used encumbered by a bona fide 
security interes~ is subject to the interest of the secured party unless he had 
knowledge of or consented to the act or omission upon which the forfeiture is 
based. 

+at (4) Proceeds·which are derived from or traced to the commission of a 
designated offense arc subject to forfeiture under this section only to the 
extent th3t the owner of the proceeds was privy to the violation upon which 
the forfeiture action is based. 
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(b) Any property acquired during or after the commission q{ the desig
nated offense shall he presumed to bC proceeds derivedfi·om or traced lo the 
commission of a designated offense and subject tu forfeiture under para
graph (a). The burden ofrehulling this presumption is upon the daimmlf. 

Sec. 5. [EFFECTIVE DATE.] 

Sections 3 and 4 are effective August I, 1986, and apply to crimes com
mitted on or ajier that date.'' 

Delete the title and insert: 

"A _bill for an act relating to crimes; providing for the waiver of the right to 
counsel in juvenile proceedings; clarifying the crime of failing to file a tax 
return; creating a presumption that property acquired during the course of 
certain crimes are "proceeds" of the crime for purposes of forfeiture law; 
amending Minnesota Statutes 1984, section 260.155, subdivision 8. and by 
adding a subdivision; and Minnesota Statutes 1985 Supplement, sections 
290.92, subdivis.ion 15; and 609.531, subdivision 2." 

We request adoption of this report and repassage of the bill. 

House Conferees: (Signed) Arthur W. Seaberg, Randy C. Kelly. Marcus 
M. Marsh 

Senate Conferees: (Signed) Michael 0. Freeman, Gene Merriam 

Mr. Freeman moved that the foregoing recommendations and Conference 
Committee Report on H.F. No. 1863 be now adopted, and that the bill be 
repassed as amended by the Conference Committee. The motion prevailed. 
So the recommendations and Conference Committee Report were adopted. 

H.F. No. 1863 was read the third time, as amended by the Conference 
Committee, and placed on its rcpassage. 

The question was taken on the repassage of the bill, as amended by the 
Conference Committee. 

The roll was called, and there were yeas 61 and nays 0, as follows: 

Those who voted in the affirmative were: 

Adkins 
Anderson 
Belanger 
Ben~on 
Berg 
Berglin 
Bernhagen 
Bertram 
Brataas 
Chmielewski 
Dahl 
Davis 
DeCramer 

Dicklich 
Dicssner 
Dieterich 
Frank 
Frederickson 
Freeman 
Gustafson 
Hughes 
Isackson 
Johnson, D.E. 
Jude 
Kamrath 
Knaak 

Kroening 
Kronebusch 
Laidig 
Langseth 
Lantry 
Lessard 
Lu!hcr 
McQuaid 
Mehrkens 
Moe, D.M. 
Moc, R.D. 
Nelson 
Novak 

Olson 
Pehler 
Peterson, C.C. 
Peterson, D. C 
Peterson, D.L 
Peterson, R.W. 
Pcny 
Pogemiller 
Purfeerst 
Ramstad 
Rcichgott 
Renneke 
Samuelson 

3".::hmitz 
Sieloff 
Spear 
Storm 
Stumpf 
Taylor 
Waldorf 
Wegscheid 
Willet 

So the bill, as amended by the Conference Committee, was repassed and 
its title Was agreed to. 

MESSAGES FROM THE HOUSE - CONTINUED 

Mr. President: 
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I have the honor to announce the passage by the House of the following 
Senate File, AS AMENDED by the House, in which amendments the con
currence of the Senate is respectfully requested: 

S.F. No. 164: A bill for an act relating to claims against the state; provid
ing for payment of various claims; appropriating money. 

Senate File No. 164 is herewith returned to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned March 17, 1986 

CONCURRENCE AND REPASSAGE 

Mr. Dahl moved that the Senate concur in the amendments by the House to 
S.F. No. 164 and that the bill be placed on its repassage as amended. The 
motion prevailed. 

S.F. No. 164: A bill for an act relating to claims against the state; provid
ing for payment of various claims; ratifying labor agreements between the 
state of Minnesota and certain employee ·organizations; appropriating 
money. 

Was read the third time, as amended by the House, and placed on its 
repassage. 

The question was taken on· the repassa:ge of the bill, as amended. 

The roll was called. and there were yeas 60 and nays 0. as follows: 

Those who voted in the affirmative were: 

Adkins DcCr:.imcr K:.imrath Nel~on Reichgott 
AnJcrstm Dicklich Knaak Novak Renneke 
Belanger Diessner Kroening Olson Samuelson 
Benson Dieterich Knmebusch Pehler Schmitz 
Berg Frank Laidi-i! Peterson, C.C. Sieloff 
Rcrglin Frederickson L:.ingSt'th Peter:-.on, D.C. Spear 
Bernh:.igcn Frcem:.in Lantry Peter;,on. D.L. Storm 
Bertram Hughe,i Lessard Peterson. R. W S1umpf 
Brataa.~ Isackson McQuaid Petty Tavlor 
Chmielewski Johnson, D.E Mehrkcns Pogemiller W~IJorf 
Dahl Johnson, D.J. Moe. D.M. PurlCcr.-.1 Weg:-.cheid 
Davis Jude Moe. R.D. Ram.,tad Will"ct 

So the bill, as amended, was repassed and its title was agreed to. 

MESSAGES FROM THE HOUSE - CONTINUED 

Mr. President: 

I have the honor to announce that the House has adopted the recommen
dation and report of the Conference Committee on House File No. 1919, anJ 
repassed said bill in accordance with the report of the Committee, so 
adopted. 

House File No. 1919 is herewith transmitted to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted March 17, 1986 

CONFERENCE COMMITTEE REPORT ON H,F, NO, 1919 

A bill for an act relating to education; imposing a limit on participation; 
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eliminating state tuition reimbursement for courses taken for post-secondary 
credit; making other modifications to the post-secondary enrollment options 
program; providing options for swimming classes in junior high schools; 
amending Minnesota Statutes 1984, sections 123.35, by adding a subdivi
sion; 124A.034, subdivisions l and 2; 363.03, subdivision 5; Minnesota 
Statutes 1985 Supplement, section 123.3514, subdivisions 3, 4, 5, 6, 8, and 
10, and by adding subdivisions; and Laws 1985, First Special Session 
chapter 12, anicle 5, section 7; proposing coding for new law in Minnesota 
Statutes, chapter 126. 

The Honorable David M. Jennings 
Speaker of the House of Representatives 

The Honorable Jerome M. Hughes 
President of the Senate 

March 17, 1986 

We, the undersigned conferees for H.F. No. 1919, repon that we have 
agreed upon the items in dispute and recommend as follows: 

That the Senate recede from its amendment and that H.F. No. 1919 be 
funher amended as follows: 

Delete everything after the enacting clause and insen: 

"Section I. Minnesota Statutes 1985 Supplement, section 123.3514, sub
division 3, is amended to read: 

Subd. 3. [eLIGIBLe POST SeCO~IDARY INSTITUTIO~IS DEFINI
TIONS.] For purposes of this section, an "eligible institution" means a 
Minnesota public post-secondary institution or a private,. residential, two
year or four-year, liberal arts, degree-granting college or university located 
in Minnesota. "Course" means a course or program. 

Sec. 2. Minnesota Statutes 1985 Supplement, section 123.3514, subdivi
sion 4, is amended to read: 

Subd. 4. [AUTHORIZATION; NOTIFICATION.] Notwithstanding any 
other law to the contrary, an I Ith or 12th grade pupil may apply to an eligible 
institution, as defined in subdivision 3, tea-Hew tke pHfltt to enroll in non
sectarian courses 0f t3Fegraffis offered at that post-secondary institution. If an 
institution accepts a secondary pupil for enrollment under this section, the 
institution shall send written notice to the pupil, the pupil's school district, 
and the commissioner of education within ten days of acceptance. The notice 
shall indicate the course er ~•eg,ams and hours of enrollment of that pupil. If 
the pupil enrolls in a course for post-secondary credit, the institution shall 
notify the pupil about payment in. the customary manner used by the 
institution. 

Sec. 3. Minnesota Statutes I 985 Supplement, section 123.3514, is 
amended by adding a subdivision to read: 

Subd. 4a. [COUNSELING.] To rhe exrenr possible, rhe school disrricr 
shall provide counseling services to pupils and their parents or guardian 
before the pupils enroll in courses- under this section to ensure th{U the pupils 
and their parents or guardian are fully aware of 1he risks and possible coH
sequences of enrolling in post-secondary courses. The district shall provide 
information on the program including who may enroll, what institwions and 
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courses are eligible for participation, the decision-making process for 
granting academic credits, financial arrangements for tuition, books and 
materials, eligibility criteria for transportation aid, available support serv
ices, the need to arrange an appropriate schedule, consequences of failing 
or not completing a course in which the pupil enrolls, the effect of enrolling 
in this program on the pupil's ability to complete the required high school 
graduation requirements, and the academic and social responsibilities that 
must be assumed by the pupils and their parents or guardian. The person 
providing counseling shall encourage pupils and their parents or guardian to 
also use available counseling services at the post-secondary institutions 
before the quarter or semester of enrollment to ensure that anticipated plans 
are appropriate. 

Prior to enrolling in a course, the pupil and the pupil's parents or guard
ian must sign a form that must be provided bv the district and may be 
obtained from a post-secondary institution stating that they have received the 
information specified in this subdivision and that they understand the 
responsibilities that must be assumed in enrolling in this program. The 
department of education shall, upon request, provide technical assistance to 
a district in developing appropriate forms and counseling guidelines. 

Sec. 4. Minnesota Statutes I 985 Supplement, section 123 .3514, is 
amended by adding a subdivision to read: 

Subd. 4b, [DISSEMINATION OF INFORMATION; NOTIFICATION 
OF INTENT TO ENROLL.] By March I of each year, a school district shall 
provide general information about the program to all pupils in grades JO and 
I I. To assist the district in planning, a pupil shall inform the district by 
March 30 of each year of the pupil's intent to enroll in post-secondary 
courses during the following school year. A pupil is not bound by notifying or 
not notifying the district by March 30. 

Sec. 5. Minnesota Statutes 1985 Supplement, section 123.3514, 1s 
amended by adding a subdivision to read: 

Subd 4c. [LIMIT ON PARTICIPATION.] A pupil who first enrolls in 

grade 11 may not enroll in post-secondary courses under this section for 
secondary credit/or more than the equivalent of.two academic years. A pupil 
who first enrolls in grade 12 may not enroll in post-secondary courses under 
this section for secondary credit for more than · the equivalent of one aca
demic year. ff a pupil in grade J J or 12 first enrolls in a post-secondary 
course for secondary credit during the school year, the time of participation 
shall be reduced proportionately. 

Sec. 6. Minnesota Statutes 1985 Supplement, section 123.3514, is 
amended by adding a subdivision to read: 

Subd. 4d. [ENROLLMENT PRIORITY.] A post-secondary institution 
shall give priority to its post-secondary students when enrolling J J th and 
12th grade pupils in courses for secondary credit. Once a pupil has been 
enrolled in a post-secondary course under this section, the pupil shall not be 
displaced by another student. 

Sec. 7. Minnesota Statutes 1985 Supplement, section 123.3514, subdivi
sion 5, is amended to read: 

Subd. 5. [CREDITS.] A pupil may enroll in a course under this section.for 
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either secondary credit or post-secondary credit. At the time a pupil enrolls 
in a course. the pupil shall designate whether the course is for secondary or 
pos_t-secondary_ credit. A pupil (aking several courses may designate some 
for secondary credit and some fur post-secondary credit. 

A school district shall grant academic credit to a pupil enrolled in a course 
or pFeg,am tffleef mis seetioo for secondary credit if the pupil successfully 
completes the course 0f p1FogFaFR atteH8e8. A school district shall also grant 
academic credit to a pupil enrolled· in a course for post-secondary credit if 
secondary credit is requested by a pupil. If no comparable course 0f f!Fogram 
is offered by the c.l_istrict, the state board of education shall determine the 
number of credits that shall be granted to a pupil who successfully completes 
aoo J>BSse5 the a course or f!Fegrnm. If a comparable course e, prngram is 
offered by the district, the school board shall grant a comparable number of 
credits to the pupil. lf there is a dispute between the _district and the pupil 
regarding the number of credits granted for a particular course et= pregram, 
the pupil may appeal the school board's decision to the state board of educa
tion. The state board's decision regarding the number of credits shall be 
final. 

The secondary credits granted to a pupil shall be counted toward the grad
uation requirements and subject area requirements of the school district. 
Evidence of successful completion of each course et= pregram and secondary 
credits granted shall be included in the pupil's secondary school record. 
Upon the request of a pupil, the pupil's secondary school record shall also 
include evidence of succenful completion and credits granted for a course 
taken for post-secondary credit. In either case_, the record shall indicate that 
the credits were earned at a post-·secondary institution. 

If a pupil enrolls in a post-secondary institution after leaving secondary 
school, the post-secondary institution shall award post-secondary credit for 
any course successfully completed for secondary credit at that institution. 
Other post-secondary institutions may award, after a pupil leaves secondary 
school, post-secondary credit for any courses succes5,Jully completed under 
this section. An institution may not charge a pupil for the award of credit. 

Sec. 8. Minnesota Statutes 1985 Supplement, section 123.3514, subdivi
sion 6, is amended to read: 

Subd. 6. [FINANCIAL ARRANGEMENTS.] At the end of each school 
year, the department of education shall pay the tuition reimbursement 
amount within 30 days to the post-secondary institutions tl!at eHfelt fl'!fJtffi 
Hfl6ef tffiS -seetteft for courses that were taken for secondary cred;,. The 
amount of tuition reimbursement shall equal the lesser of: 

(1) the actual costs of tuition, textbooks, materials, and fees directly 
related to the course or program eaa,geEI fef taken by the secondary pupil 
enrellit1g in -a €ffi:fffle er pregram tffi6ef -thts 5e€4teft; or 

(2) an amount equal to the difference between the formula allowance plus 
the total tier revenue attributable to that pupil and an amount computed by 
multiplying the formula allowance plus the total tier revenue attributable to 
that pupil by a ratio. The ratio to be used is the total number of hours that the 
pupil is enrolled in courses in the secondary school during the regular school 
year over the total number of secondary instructional hours per pupil in that 
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pupil's resident district. 

. The amount paid for each pupil shall be subtracted from the foundation aid 
paid to the pupil's resident district. If the amollnt to be subtracted is gr~ater 
than the amount of foundation aid due the district, the excess reduction shall 
be made from other state aids due to the district. If a pupil is enrolled in a 
course for post-si!condary credit, the school district ·shall include the pupil in 
the average daily membership only for the portion of time during which the 
pupil is enrolled in courses at the secondary school and enrolled in courses 
at a post-secondary institution for secondary credit. 

The department shall not pay any tuition reimbursement or other costs of a 
course taken for post-secondary credit 0J1.ly. 

Sec. 9. Minnesota Statutes I 985 Supplement, section 123.3514, is 
amended by adding a subdivision to read: 

Subd. 6a. [GRANTS AND FINANCIAL AID PROHIBITED.] A pupil 
enrolled in a post-secondary course for secondary credit is not eligible for 
any state student financial aid under chapter 136A. 

Sec. 10. Minnesota Statutes 1985 Supplement, section 123.3514, subdi
vision 8, is amended to read: 

Subd. 8. [TRANSPORTATION.] A parent or guardian of a pupil at!efl<l-. 
-iftg a r,osl seeoAEiary instilutioA Hfl6ef tftt5- -seeti-eft enrolled in a course'for 
secondary credit may apply to the pupil's district of residence for reim
bursement for transporting the pupil between the secondary school in which 
the pupil is enrolled and the post-secondary institution that the pupil attends. 
The state board of education shall establish guidelines for providing state aid 
to districts to reimburse the parent or guardian for the necessary transporta
tion costs, which shall be based on financial need. The state shall pay aid to 
the district according to the guidelines established under this subdivision. 
Chapter 14 does not apply to the guidelines. 

Sec. II. Minnesota Statutes 1985 Supplement, section 123.3514, subdi
vision I 0, is amended to read: 

Subd. 10. [LIMIT; STATE OBLIGATION.] The provisions of subdivi
sions 6, 7, 8, and 9 shall not apply for any post-secondary courses e, J'ffi
gffiff>S in which a pupil is enrolled in addition to being enrolled full time in 
that pupil's district or for any post-secondary course in which a pupil is 
enrolled for post-secondary credit. 

Sec. 12. [135A.10] [CREDIT FOR ADVANCED PLACEMENT 
PROGRAM.] 

Subdivision I. [POLICY AND PROCEDURES TO AWARD CREDIT.] 
The board of regents of the University of Minnesota, the state university 
board, and the state board for community colleges shall each develop a clear 
and uniform poUcy for its system for mvarding post-secondary credit toward 
a degree for a student who earns an acceptable score on an advanced 
placement program examination. Each policy must include procedures to 
inform students and prospective students about credit Q\vard and procedures 
to assure imple,;1entation on each campus. The higher education coordinat
ing board shall assist in developing the policy. 

Subd. 2. [DATA ABOUT CREDIT AWARD.l Each rear the Uni,wsitr 
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of Minnesota, state universities, and community colleges shall provide-the 
higher education coordinating board information and data about credit 
awarded for advanced placement program examinations. 

Sec. 13. Laws 1985, First Special Session chapter 12, article 5, section 7, 
is amended to read: 

Sec. 7. [EVALUATION.] 

The department of education, in consultation with· the higher education 
coordinating board, the public post-secondary SyStems and the participating 
private colleges, shall collect and evaluate information about the implemen
tation of the program established under section I. By January 15, 1987, the 
commissioner of education shall submit a report to· the education committees 
of the legislature on the implementation of this program. The report to the 
legislature shall address at least the following issues:. 

(I) description of participating pupils and other enrollment data; 

(2) results of surveys of pupils, parents, school districts, and post-SeC(m
dary institutions; 

(3) results of any appeals to the state board of education regarding credits 
for courses or programs taken under the program; 

(4) assessment of counseling services provided to pupils and their parents 
or guardians; 

(5)fiscal impact of the program; 

(6) feasibility of including summer school courses or programs in this 
program; 

(7) feasibility of implementing cooperative plans for offering post-secon
dary courses in the high schools; 

(8) current school district and post-secondary policies i-elating to 
advanced placement and other accelerated testing programs; 

(9) recommendations on the feasibility of _implementing and funding a 
statewide advanced placement program which would accomplish, to the 
extent possible, the goals of: (i) making advanced placement courses avail
able in every school district; (ii) providing for a partial or total subsidy of 
advanced placement costs; and (iii) requiring post-secondary institutions to 
grant post-secondary credit for successful completion of advanced place
ment programs; 

(JO) comparability of courses offered in the high schools and post-secon
dary institutions; 

(11) advisability of establishing specific admission standards for high 
school pupils enrolling in post-secondary courses or prograrns; 

( 12) feasibility of expanding course offerings through alternative means 
when access to post-secondary institutions is geographically impossible; 

( 13) feasibility of increasing the maximum age of compulsory attendance 
at school; 

(/4) feasibility of participation of nonpublic school pupils in this program: 
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and 

( 15) other significant implemefitation issues or problems. 

Sec. 14. [NOTICE FOR THE 1986-1987 SCHOOL YEAR.] 

[89TH DAY 

To assist a school district in planning for the 1986-1987 school year, the 
district may obtain information from pupils about their intention to enroll in 
post-secondary courses or programs during the 1986-1987 school year 
under Minnesota Statutes, section 123.3514, 30 days after the district pro
vides general information and to ·the extent possible, counseling services, on 
the program to pupils in grades JO and 1 J and their parents. 

Sec. 15. [ADVANCED PLACEMENT REPORT TO LEGISLATURE.] 

By January 1, 1987, the policy required under sec1ion 12 must be devel
oped and submitted by each system to the higher education coordinating 
board for its review and comment on the policies. Each system shall report 
its policy and the higher education coordinciting board shall report its review 
and comment to the education commi11ees of the legislature b_v February J, 
1987. 

Sec. 16. [EFFECTIVE DATE.] 

Sections 1, 5, and 14 are effective the day follmvingfinal enactment. Sec
tions 2, 3, 4, 6, 7, 8, 9, JO, and I I are efjectivefor the 1986-1987 school year 
and thereafter.'' 

Delete the title and insert: 

'· A bill for an act relating to education; imposing a limit on participation; 
eliminating state tuition reimbursement for courses taken for post-secondary 
credit; making other modifications to the post-secondary enrollment options 
act; requiring the University of Minnesota, state university board, and state 
board for community colleges to develop policies for awarding post-secon
dary credit for advanced placement programs; amending Minnesota Statutes 
1985 Supplement, section 123.3514, subdivisions 3, 4, 5, 6, 8, 10, and by 
adding subdivisions; Laws 1985, First Special Session chapter 12, article 5, 
section 7; proposing coding -for new law in Minnesota Statutes, chapter 
135A." 

We request adoption of this report and repassage of the bill. 

House Conferees: (Signed) Con~ie Levi, Wendell 0. Erickson, M.R. 
(Bob) Haukaas 

Senate Conferees: (Signed) Tom A. Nelson, Gen Olson, Donna C. 
Peterson 

Mr. Nelson moved that the foregoing recommendations and Conference 
Committee Report on H.F. No. 1919 be now adopted, and that the bill be 
repassed as amended by the Conference Committee. The motion prevailed. 
So the recommendations and Conference Committee Report were adopted. 

H.F. No. 19 I 9 was read the third time. as amended by the Conference 
Committee, and placed on its repassage. 

The question was taken on the repassage of the bill, as amended by the 
Conference Committee. 
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The roll was called, and there were yeas 57 and nays 4, as follows: 

Those who voted in the affirmative were: 

Adkins 
Anderson 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brataas 
Chmielewski 
Dahl 
Davis 

DeCramer 
Dicklich 
Diessner 
Dieterich 
Frank 
Frederickson 
Freeman 
Gustafson 
Hughes 
Isackson 
Johnson, D.E. 
Jude 

Kamrath 
Kronebusch 
Laidig 
Langseth 
Lantry 
Luther 
McQuaid 
Mehrkens 
Moe, D.M. 
Nelson 
Novak 
Olson 

Pehler 
Peterson·, C.C_. 
Peterson, D.C. 
Peterson, D.L. 
Peterson, R. W. 
Petty 
Pogemiller 
Purfeerst 
Ramstad 
Reichgott 
Samuelson 
Schmitz 

Sieloff 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Waldorf 
Wegscheid 
Willet 
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Messrs. Johnson, D.J.: Knaak; Lessard and Renneke voted in the 
negative. 

So the bill, as amended by the Conference Committee, was repassed and 
its title was agreed to. 

MESSAGES FROM THE HOUSE - CONTINUED 

Mr. President: 

I have the honor to announce that the House has adopted the recommen
dation and report of the Conference Committee on House File No. 2287, and 
repassed said bill in accordance with the report of the Committee, so 
adopted. 

House File No. 2287 js herewith.transmitted to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted March 17. I 986 

CONFERENCE COMMITTEE REPORT ON H.F. NO. 2287 

A bill for an act relating to the financing of state and local government; 
modifying the computation of education aids and levies for certain school 
districts with tax increment financing districts; imposing limitations on tax 
increment financing; modifying tax increment financing procedures; allocat
ing issuance authority for obligations subject to a federal volume limitation 
act; eliminating the maximum interest rate for certain municipal obligations: . 
authorizing the issuance of bonds for new purposes:. authorizing establish
ment of a capital improvement reserve fund; modifying the procedures for 
issuing certain municipal bonds: modifying the investment powers of 
municipalities; amending Minnesota Statutes 1984, sections 115 .07, subdi
vision I: l 15A.14, subdivision 4: 116.07, by adding a subdivision: I !6D.04, 
subdivision I a: 117 .521, subdivision 3; 124.2 I 3 I, by adding a subdivision; 
124.214, by adding a subdivision; 272.01, subdivision 2: 273.72; 273.73, 
subdivisions 2, 8, and 10; 273.74, subdivisions I and4; 273.75. subdivisions 
2, 6, and 7, and by adding subdivisions: 273.76, subdivisions 4 and 7, and by 
adding a subdivision: 273. 78; 273.86, subdivision I: 355.11. subdivision 5: 
412.301; 462C.02, subdivisions 6 and 9: 462C.06: 462C.07, subdivision I; 
466.06; 471.59, subdivision 11; 471.88, subdivisions I, 9, and 11: 471.981. 
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by adding subdivisions; 474.02, subdivision 3, and by adding a subdivision; 
474.16, subdivision 2; 475.51, subdivision 5; 475.55, subdivisions 1, 2, and 
3; 475.61, subdivision 5; and 475.66, subdivision 2; Minnesota Statutes 1985 
Supplement, sections 273.74, subdivisions 2 and 3; 273.75, subdivisions 1 
and 4; 273.76, subdivision I; 353.01, subdivision 2a; 395.08; 462C. l 2, sub
division 2; 472B.04; 473F.02, subdivision 3; 475.52, subdivision 6; 475.56; 
475.58, subdivision 1; 475.60, subdivision 2; 475.66, subdivision I; and 
475. 76, subdivision 1; proposing coding for new law in Minnesota Statutes, 
chapters 115; 116; 297A; 458; 471; and 475; proposing coding for new law as 
Minnesota Statutes, chapters 116N; 458C; 471A; and 474A; repealing Min
nesota Statutes, sections 462C.09, subdivisions I and 4; 474.16, subdivi
sions 1, 2, and 5; 474.21; 474.25; and 475.55, subdivisions 4 and 5; and 
Minnesota Statutes 1985 Supplement, sections 462C.09, subdivisions 2a, 3, 
5, and 6; 474.16, subdivisions 3, 6, 7, 8, 9, 10, 11, 12, 13, 14, and 15; 
474.17; 474.19; 474.20; 474.23; and 474.26. 

The Honorable David M. Jennings 
Speaker of the House of Representatives 

The Honorable Jerome M. Hughes 
President of the Senate 

March 17,- 1986 

We, the undersigned conferees for H.F. No. 2287, report that we have 
agreed upon the items in dispute and recommend as follows: 

That the Senate recede from its amendment and that H.F. _No. 2287 be 
further amended as follows: 

Delete everything after the enacting clause and insert: 

"ARTICLE I 

Section I. Minnesota Statutes 1984, section 273. 77, is amended to read: 

273.77 [TAX INCREMENT BONDING] 

Any other law, general or special, notwithstanding, after August 1, I 979 
no bonds, payment for which tax increment is pledged, shall be issued in 
connection with any project for which tax increment. financing has been 
undertaken other than as is authorized hereby and the proceeds therefrom 
shall be used only in accordance with section 273.75, subdivision 4 as if said 
proceeds were tax increment, except that a tax increment financing plan need 
not be adopted for any project for which tax increment financing has been 
undertaken prior to August 1, 1979, pursuant to statutes not requiring a tax 
increment financing plan. Such bonds shall not be included for purposes of 
computing the net debt of any municipality. 

(a) A municipality may issue general obligation bonds to finance any 
expenditure by the municipality or an authority the jurisdiction of which is 
wholly or partially within that municipality, pursuant to section 273.75, sub
division 4 in the same manner and subject only to the same conditions as 
those provided in chapter 475 for bonds financing improvement costs reim
bursable from special assessments. Any pledge of tax increment, assess
ments or other revenues for the payment of the principal of and interest on 
general obligation bonds issued under this subdivision, except when the 
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authority and the municipality are the same, shall be made by written "agree
ment by and between the authority and the municipality and filed with the 
county auditor. When the authority and the municipality are the same, the 
municipality may by covenant pledge tax iilcrement, assessments or other 
revenues for the payment of the principal of and interest on general obligation 
bonds issued under this subdivision and thereupon shall file the resolution 
containing such covenant with the county auditor. -When tax increment, 
assessments and other revenues ate pledged, the estimated collections of 
said tax increment, assessments and any other revenues so pledged may be 
deducted from the taxes otherwise required to be levied before the issuance 
of the bonds under section 475"61, subdivision I, or the colleclions thereof 
may be certified annually to reduce or cancel the initial tax levies in accord
ance with section 475.61, subdivision I or 3. 

(b) When the authority and the municipality are not the same, an authority 
may, by resolution, authorize, issue and sell its general obli.gation bonds to 
finance any expenditure which that aµthority is authorized to make by section 
273"75, subdivision 4. Said bonds of the authority shall be authorized by its 
resolution, shall mature as determined by resolution of the authority in 
accordance with Laws 1979, Chapter 322, and may be issued in one·or more 
series and shall bear such date or dates, bear interest at such rate or rates, be 
in such denomination or denominations, be in such fonn either coupon or 
registered, carry such conversion or registration privileges, have such _rank or 
priority, be executed in such manner, be payable in medium of payment at 
such place or places, and be subject to such terms of redemption, with or 
without premium, as such resolution, its trust indenture or mortgage rriay 
provide. The bonds may be sold at public or private sale at the price or prices 
as the authority by resolution shall determine, and any provision of any law to 
the contrary notwithstanding, the bonds shall be fully negotiable" In any suit, 
actions, or proceedings involving the validity of enforceability of any bonds 
of the authority or the security therefor, any bond reciting in substance that it 
has been issued by the authority to aid in financing a project shall be conclu
sively deemed to have been issued for such purpose, and the tax increment 
financing district within the project shall be conclusively deemed to have 
been planned, located, and carried out in accordance with the purposes and 
provisions of Laws 1979, Chapter 322" Neither the authority, nor any direc
tor, commissioner, council member, board member, officer, employee or 
agent of the authority nor any person executing the bonds shall be liable 
personally on the bonds by reason of the issuance thereof. The bonds of the 
authority, and such bonds shall so state on their face, shall not be a debt of 
any municipality, the state or any political subdivision thereof, and. neither 
the municipality nor '"the state or any political subdivision thereof shall be 
liable thereon, nor in any event shall such bonds be payable out of any funds 
or properties other than those of the authority and any tax increment and 
revenues of a tax increment financing district pledged therefor. 

(c) Notwithstanding any other law general or special, an authority may, by 
resolution, authorize, issue and sell revenue bonds payable solely_from all or 
a portion of revenues, including but not limited to tax increment revenues and 
assessments, derived from a tax -increment financing district locatfd wholly 
or partially within the municipality to finance any expenditure which the 
authority is authorized to make by section 273.75, subdivisio.n 4" The bonds 
shall mature as determined by resolution of the ·authority in accordance with 
Laws 1979, Chapter 322 and may be issued in one or more series and shall 
bear such date or dates, bear interest at such rate ·or rates, be in such denom
ination or denominations, be in such fonil either coupon or registered, carry 
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such conversion or registration privileges, have such rank or priority, be 
executed ·in such manner, .be payable in medium of payment at such place .or 
places, and be subject to such terms of redemption, ":Vith or without premium, 
as such resolution, its trust indenture or mortgage may provide. The bonds 
may be sold at public or private sale at the price or prices as the authority by 
resolution shall determine, and any provision of any law to the contrary not
withstanding, shall be fully negotiable. In any suit, action, or proceedings 
involving the validity or enforceability of any bonds of the authority or the 
security therefor, any bond reciting in substance that it has been issued by_ the 
authority to aid in financing a project shall be conclusively deemed to have 
been issued for such purpose, and the tax increment financing district within 
the project shall be conclusively deemed to have been planned, located, and 
carried out in accordance with the purposes and provisions of Laws 1979, 
Chapter 322. Neither the authority, nor any director, commissioner, council 
member, board member, officer, employee or agent of the authority nor· any 
person executing the bonds shall be liable personally on the bonds by reason 
of the issuance thereof. The bonds may be further secured by a pledge and 
mortgage of all or any portion of the district in aid of which the bonds are 
issued and such convenants as the a·uthority shall deem by such resolution to 
be necessary and proper lo secure payment of the bonds. The bonds, and the 
bonds shall so state on their face, shall not be payable from nor charged upon 
any funds other than the revenues and property pledged or mortgaged lo the 
payment thereof, nor shall the issuing authority be subject to any liability 
thereon or have the powers to obligate itself to pay ·or pay the bonds from 
funds other than the revenues and properties pledged and mortgaged and no 
holder or holders of the bonds shall ever have the right to compel any exercise 
of any taxing power of the issuing authority or any other public body, other 
than as is permitted or required under Laws 1979, Chapter 322 and pledged 
therefor hereunder, to pay the principal of or interest on any such bonds, nor 
to enforce payment thereof against any property of the authority or other 
public body other than that expressly pledged or mortgaged for the payment 
thereof. 

(d) (I) In anticipation of the issuance of bonds pursuant to either paragraph 
(a), (b) or (c) of this section, the authority or municipality may by resolution 
issue and sell temporary bonds pursuant lo paragraph (a), (b) or (c), maturing 
within not more than three years from their date of issue, to pay any par:t or all 
of the cost of a project. To the extent that the principal of and interest on the 
temporary bonds cannot be paid when due from receipts of tax increment, 
assessments, or other funds appropriated for the purpose, they shall be paid 
from the proceeds of long-term bonds or additional temporary bonds which 
the authority or municipality_ shall offer for sale in advance of the maturity 
date of the temporary bonds, but the indebtedness funded by an issue of 
temporary bonds shall not be extended by the issue of additional temporary 
bonds for more than six years from the date of the first issue. Long-term 
bonds may be issued pursuant lo paragraph (a), (b) or (c) without regard to 
whether the temporary bonds were issued pursuant to paragraph (a), (b) or 
(c:). If general obligation temporary bonds are issued pursuant to paragraph 
(a), proceeds of long-term bonds or additional temporary bonds not yet sold 
may be treated as pledged revenues, in reduction of the tax otherwise 
required by section 475.61 lo be _levied prior lo delivery of the obligations. 
Subject to the six-year maturity limitation contained above, but without 
regard to the requirement of section 475.58, if any temporary bonds are not 
paid in full at maturity, in addition to any other remedy authorized or permit
ted by law, the holders may demand, in which case the authority or munici-
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pality shall, issue pursuant to paragraph (a), (b) or (c) as the temporary bonds 
and in exchange for the temporary bonds, at par, replacement temporary 
bonds dated as of the date of the replaced temporary bonds, maturing within 
one year from the date of the replacement temporary bonds and earning 
interest at the rate set forth in the resolution authorizing the issuance of the 
replaced temporary bonds, provided that the rate shall not exceed the max
imum rate permitted by law at the date of issue of the replaced temporary 
bonds. 

(2) Funds of a municipality may be invested in its temporary bonds in 
accordance with the provisions of section 471.56, and may be purchased 
upon their initial issue, but shall be purchased only from funds which the 
governing body of the municipality determines will not be required for other 
purposes before the maturity date, and shall be resold before maturity only in 
case of emergency. If purchased from a debt service fund securing other 
bonds, the holders of those bonds may enforce the municipality's obligations 
on the temporary bonds in the same manner as if they held the temporary 
bonds. 

(e) Sections~ te ~ 9 to 29 apply to any issuance of obligations 
under this section which are subject to limitation under a federal volume 
limitation act as defined in section 4+4-:--+e IO, subdivision :3- 9, or existing 
federal tax law as defined in section JO, subdivision 8. 

Sec. 2. Minnesota Statutes 1984, section 298.2211, subdivision I. is 
amended to read: 

Subdivision I. [PURPOSE; GRANT OF AUTHORITY.] In order to 
accomplish the legislative purposes specified in chapters 362A, 462C, and 
474, within tax relief areas as defined in section 273.134, the commissioner 
of iron range resources and rehabilitation may exercise the following powers: 
(I) all powers conferred upon a rural development financing authority under 
sections 362A.01 to 362A.05; (2) all powers conferred upon a city under 
chapter 462C, subject to compliance. with the provisions of section 4e2c.g9 
15; (3) all powers conferred upon a mu_nicipality or a redevelopment agency 
under chapter 474; (4) all powers provided by chapter 362A to further any of 
the purposes and objectives of chapters 462C and 474; and (5) all powers 
conferred upon a municipality or an authority under sections 273.73 to 
273.76, section 273.77, except paragraph (a) thereof, and section 273.78, 
subject to compliance with the provisions of section 273.74, subdivisions I, 
2, and 3; provided that any tax increments derived b)' the commissioner from 
the exercise of this authority may be used only to finance or pay premiums or 
fees for insurance, letters of credit, or other contracts guaranteeing the pay
ment when due of net rentals under a project lease or the payment of principal 
and interest due on or repurchase of bonds issued to finance a project or 
program, to accumulate and maintain reserves securing the payment when 
due on bonds issued to finance a project or program, or to provide an interest 
rate reduction program pursuant to section 462.445, subdivision 10. Tax 
increments and earnings thereon remaining in any hond reserve account after 
payment or discharge of any bonds secured thereby shall be used within one 
year thereafter in furtherance of this section or returned to the county auditor 
of the county in which the tax increment financing district is located. If 
returned to the county auditor, the county auditor shall immediately allocate 
the amount among all government units which would have ~hared rherein- had 
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the amount been received as part of the other ad valorem taxes on property in 
the. district most recently paid, in the same proportions as other taxes were 
distributed, and shall immediately distribute it to the government units in 
accordance with the allocation. 

Sec. 3. Minnesota Statutes 1984, section 429.091, subdivision 8, is 
amended to read: 

Subd. 8. [FEDERAL VOLUME LIMITATION ACT.] Sections~ te 
~ 9 to 29 apply to any issuance of obligations under this section which 
are subject to· limitation under a federal volume limitation act as defined in 
section~ IO, subdivision~ 9, or existing federal tax law as defined in 
section JO, subdivision 8. 

Sec. 4. Minnesota Statutes 1984, section 430. 12, is amended to read: 

430. 12 [BONDS FOR IMPROVEMENTS.] 

The city council, for the purpose of realizing the funds for making an 
improvement and paying damages may, from time to time as may be needed, 
issue and sell special certificates of indebtedness, or special street or park
way improvement bonds, as they may decide, which shall entitle the holder 
thereof to all sums realized upon any assessment or, if deemed advisable, a 
series of two or more certificates or bonds against any one assessment, or 
against the assessments in two or more different proceedings, the principal 
and interest being payable at fixed dates out of the funds collected from the 
assessments, including interest and penalties, and the whole of the fund or 
funds is hereby pledged for the pro rata payment of the certificates or bonds 
and the interest thereon, as they severally become due. These certificates or 
bonds may be made payable to the bearer, _with interest coupons attached, 
and the city council may bind the city to make goo9 deficiencies in the col
lection up to, but not exceeding, the principal and interest at the rate fixed, as 
hereinafter provided, and for the time specified in section 430.06. If the city, 
because of this guaranty, shall redeem any certificate or bond, it shall there
upon be subrogated to the holder's rights. For the purpose of this guaranty, 
penalties collected shall be credited upon deficiencies of principal and inter
est before the city shall be liable. These certificates or bonds shall be sold at 
public sale Or by sealed proposals at a meeting of which at least two weeks' 
published notice shall be given, to the purchaser who will pay the par value 
thereof at the lowest interest rate, and the certificates or bonds shall be drawn 
accordingly, but the rate of interest shall in no case exceed seven percent per 
annum, payable annually or semiannually. The city clerk shall certify to the 
county auditor the rate of interest so determined at the first bond sale held for 
any such improvement, and interest shall be computed upon the assessments 
at this annual rate, in accordance with the terms of section 430.06. In case the 
rate of interest so determined at any subsequent bond sale for the same 
improvement is greater than the rate so determined at the first bond sale 
therefor, the difference between these rates of interest shall be a general city 
charge. 

In case the proceeds of any special certificates of indebtedness or special 
street or.parkway improvement bonds are in excess of the amount actually 
necessary to make the improvements for which the same were issued, or in 
case the proceeds are not immediately required for the prosecution or com
pletion of the improvement, these proceeds may meanwhile be used by the 
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city council for the making of other improvements authorized under the pro
visions of this chapter, and the amount of the proceeds so used shall be 
replaced and made good so far as may be necessary from the proceeds of 
special certificates of ind_ebtedness or special bonds issued for the purpose of 
making such other improvements. 

Sections 4+4-,-1-{, t<> ~ 9 to 29 apply to any issuance of obligations 
under this section which are subject to limitation under a federal volume 
limitation act as defined in section 4+4-:-1-e JO, subdivjsion .§. 9, or existing 
federal tax law as defined in section JO, subdivision 8. · 

Sec. 5. Minnesota Statutes 1985 Supplement, section 458. 1941, is 
amended to read: 

458.1941 [SECTIONS THAT APPLY IF FEDERAL LIMIT APPLIES.] 

Sections 4+4-,-1-{, t<> ~ 9 to 29 apply to obligations issued under this 
chapter that are limited by a federal volume limitation act as defined in sec
tion 4+4-,-1-{, JO, subdivision ,<; 9, or existing federal .tax law as defined in 
section JO, subdivision 8. 

Sec. 6. Minnesota Statutes 1984, section 459.35, is amended to read: 

459.35 [FEDERAL VOLUME LIMITATION ACT.] 

Sections 4+4-,-1-{, t<> ~ 9 to 29 apply to any issuance of obligations 
under chapter 459 which are subject to limitation under a federal volume 
limitation act as defined in section 4+4-,-1-{, )0, subdivision ~ 9, or existing 
federal tax law as defined in section)O, subdivision 8. 

Sec. 7. Minnesota Statutes 1984, section 462.556, is amended to read: 

462.556 [FEDERAL VOLUMEUMITATION ACT.] 

Sections 4+4-,-1-{, le ~ 9 to 29 apply to any issuance of obligations 
under chapter 462 which are subject to limitation under a federal volume 
limitation act as defined in section 414:--J.e JO. subdivision .§. 9. or existing 
federal tax law as defined in section JO, .subdivision 8. 

Sec. 8. Minnesota Statutes 1984, section 472.09, subdivision 8, is 
amended to read: 

Subd. 8. [FEDERAL VOLUME LIMITATION ACT.] Sections 4++.-l{i le 
~ 9 to 29 apply to any issuance of obligations under this section which 
are subject to limitation under a federal volume limitation act as defined in 
section 4+4-,-1-{, JO, subdivision,<; 9, or existing federal tax /aw_as defined in 
section JO, subdivision 8. 

Sec. 9. [474A.01] [CITATION.] 

Sections 9 to 29 may be cited as the "Minnesota bond allocation act." 

Sec. IO. [474A.02] [DERNITIONS. l 

Subdivision J. [TERMS DEFINED.] For the purposes of sections 9 to 29, 
the terms defined in this section shall have the.following meanings: 

Subd. 2. [ANNUAL VOLUME CAP. l "Annual volume cap" means the 
aggregate dollar amount of obligations bearing interest excluded from gross 
income for purposes of federal income taxation which, under the provisions 
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of existing federal tax law or a federal volume limitation act, may be_ issued 
in one year by issuers. 

Subd. 3. [CERTIFICATE OF ALLOCATION.] "Certificate of a/loca
tion'' means a certificate provided to an issuer by the department uflder 
section 21. 

Subd. 4. [CITY.] "City" means a statutory or home rule charter city. 

Subd. 5. [COMMERCIAL REDEVELOPMENT PROJECT.] "Commer
cial redevelopment project" means a project as defined in section 474.02, if 
it is not a manufacturing .projec{or p.61/ution control project and one ~f the 
following conditions is met: 

(a) The project site would qualify as a redevelopment district as defined in 
section 273.73, subdivision JO. To qualify the project need not be included in 
a tax increment financing district. 

(b) At least 75 percent of the proceeds of the obligations will be used to 
acquire and rehabilitate or replace an existing structure which is function
ally obsolete or contains structural or other defects justifying substantial 
renovation or clearance. 

(c) The project will be undertaken and the obligations issued pursuant to a 
written program administered by the local issuer and the ji'nancing provides 
for a substantial commitment of local public funds. · 

/d) At least 90 percent of the proceeds of the obligations will be used to 
finance facilities with respect to which an urban development action grant 
has been made under section 119 of the federal Housing and Community 
Development Act of 1974. · 

Subd. 6. [DEPARTMENT; DEPARTMENT OF ENERGY AND ECO
NOMIC DEVELOPMENT.] "Department" or ''department ~{energy and 
economic development'' means the department of energy and economic 
development or its successor agency or agencies with respect to the duties 
that the department is to perform under sections 9 to 29. 

Subd. 7. [ENTITLEMENT ISSUER.] "Entitlement issuer" means an 
issuer to which ah allocation is m.ade under sections 12, 16, or 17. 

Subd. 8. [EXISTING FEDERAL TAX LAW.] "Existing federal wx law" 
means those provisions of the Internal Revenue Code of 1954, as amended 
through December 31, 1985, that limit the aggregate amount of obligations 
of a specified type or types which may be issued b.v an issuer during a calen
dar year whose interest is exempt from inclusion in gross inc01rie for pur
poses·of federal income taxation. 

Subd. 9. [FEDERAL VOLUME LIMITATION ACT.] "Federal Volume 
Limitation Act" means Title Vll of the bill that was adopted by the United 
States House of Representatives on December 17, 1985, as H.R. 3838, 99th 
Congress 1st Session (/985), or any law of the United States that is effective 
afier December 3/, 1985, and that: 

( J) imposes an annual volume cap; 

(2) allocates the annual volume cap am·ong various uses for whi.ch the 
proceeds of the obligations may be used or among various issuers ofobliga-
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tlons or both; and 

(3) allows the governor during a ,spec(fled imerim period or the state leg
islature by law to provide for. a different allocation of the annual volume cClp 
among uses and among issuers. 

Subd. JO. [GENERAL OBLIGATION.] "General obligation" means 
any obligation that pledges the full faith and credit qf an issuer with general 
taxing powers, other than a state issuer, :to the payment of the obligation. 

Subd. 11. [GOVERNMENTAL VOLUME CAP.] ''Governmental vol
ume Cap" means the annual volume cap less the amount, (f any, that a fed
eral volume limitation act requires be set aside or reserved, without the ri1::ht 
to override by state legislation, for qualified 50l(c)(3) bonds or if a federal 
volume •limitation act does_not require an amount to be set aside for qualified 
50/(c)(J) bonds, the amount set aside pursuant to se_ction 20, subdivision-9. 

Subd. 12. [ISSUER.] "Issuer" means any entitlement issuer or other 
issuer. 

Subd. 13. [LOCAL PUBLIC FUNDS.] "Local public funds" means the 
funds of a governmental unit except the following: 

(I) the proceeds of an obligation subject to existing federal tax law or a 
federal volume limitation act; 

(2) payments or property furnished by a nonexempt person to repay or 
secure the loan of proceeds of an obligation subject to existing federal tax 
law or a federal vqlume limitation act or other payments made in considera
tion of the issuance of an obligation subje_ct to existing federal tax law or a 
federal volume limitation act; 

(3) payments furnished by a ··nonexempt person for its right to use in its 
trade or business a.facility.financed wi1h the proceeds ofobligations subject 
to existing federal tax law or a federal volume limitation act; 

(4) tax increments, as defined in section 273 .76; or 

(5) tax reductions provided pursuant to sections 273.1312 to 273.1314. 

Subd. /4. [MANUFACTURING PROJECT.] "Manufacturing proiect" 
means properties, real or personal, used in connection with a revenue pro
ducing enterprise in connection with assembling, fabricating, mamifactur
ing, mixing, or processing any products of agriculture, forestry, mining, ·or 
manufacture. Properties used_ for storing, warehousing, or distributing 
qualify under this definition (I) if they are used as part of or in co1111ectio11 
with an assembly, fabricating, manufacturing, mixing. or processhlg fO.ci/
ity; or (2) if they are used for the storing of agricultural products and are 
located outside ofthe metropolitan area, as defined in section 473.121, sub
division 2, Manufacturing project includes -properties, real or personal, 
used in connection with research and development activity to develop or 
improve products, production processes, or\materials. For purposes-of this 
subdivision, ''a product of manufacture'' includes information and direc
tions which dictate the functions to be performed by data processing equip
ment, commonly called computer sojhvare, • regardless of whether they are 
embodied in or recorded on tangible personal property. A project qualifies 
as a manufacturing projec_t only if' 75 percent of the proceeds of the proposed 
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·obligations will be used for construction, acquisition, installation, or addi
tion of properties described in this subdivision. 

Subd. 15. [MORTGAGE CREDIT CERTIFICATE.] "Mortgage credit 
certificate" means any certificate which satisfies the definition of such term 
as contained in section 25/c)(I) of the Internal Revenue Code of 1954, as 
amended through July 18, 1984. 

Subd. 16. [MULTIFAMILY HOUSING PROJECT.) "Multifamily hous
ing project" means a development defined in section 462C.02, subdivision 
5, for which the applicable housing plan and program approval require
ments of chapter 462C have been met. 

Subd. 17. [NONEXEMPT PERSON.) "Nonexempt person" means a 
person or entity other than an exempt person as defined in seNion /03(b)(3) 
of the Internal Revenue Code of 1954, as amended through December 31, 
1985. 

Subd. 18. [NOTICE OF ENTITLEMENT ALLOCATION.) "Notice of 
entitlement allocation" means a notice provided to an entitlement issuer 
under section 12. subdiviSion 5, or under section 16, subdivisfon 2. 

Subd. 19. [OTHER ISSUER.) "Other issuer" means any entity other than 
an entitlement issuer which may issue obligations subject to an annual vol
ume cap, including but not limited to the University of Minnesota, any city, 
any town, any federally recognized American Indian tribe or subdivision 
thereof located in Minnesota, any housing and redevelopment authority 
referred to in chapter 462, or any body auth~rized to exercise the powers of a 
housing and redevelopment authority, any port authority referred to in 
chapter 458, or any body authorized to exercise the powers of a port 
authority, any area or municipal redevelopment agency referred to in 
chapter 472, any county, or any other municipal authority or agency estab
lished pursuant to special law, or any entity issuing· on behalf of the 
foregoing. 

Subd. 20. [POLLUTION CONTROL PROJECT.) "Pollution control 
project'' means properties, real or personal, used in the abatement or con
trol of noise, air, or water pollution, or in the disposal of solid waste, in 
connection with a revenue producing enterprise, engaged in or to be 
engaged in any business or industry. A-project ·qualifies as a pollution con
trol project only: 

(I) if at least 75 percent of the proceeds of the obligations will be used for 
the construction, acquisition, installation, or addition of properties 
described in this subdivision; or 

(2) if it is not a manufacturing project and at least 75 percent of the pro
ceeds of thl? obligations will be used for the construction,- acquisition, 
installation, or addition of properties described in this' subdivision and in 
subdivision 14. 

Subd. 21. [PRELIMINARY RESOLUTION.) "Preliminary resolution" 
means a resolution adopted by the governing body of the issuer or in the case 
of the iron range resources and rehabilitation board by the commissioner. 
The resolution must express a preliminary intention of the issuer to issue 
obligations for a specific project and must identij)' the proposed project and 
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the proposed amount qf the obligations to be issued. 

Subd. 22. !QUALIFIED 501(c)(3) BONDS.I "Qualified 50/(c)(3) 
bonds'' mean obligations Jhe proceeds <?/'which are to he used hy, or loant'd 
or <Jlherwise ~de available to, -an organization de.H-rihed in section 
50/(c)(J) of the Internal Revenue Codi! lf /954 .. as at1U!lllle{/ 1hrou1-:h 
December 3 I, 1985, in activities directrv related and cssemia/ to the conduct 
of the charitable activitil?s <d' the orgatli?ation and that are not used hy ll 

nonexempt person in its trade or hµsfness or ohliP,ations w,ith a comparable 
definition in a federal volume limitation acl_. 

Subd. 23. !QUALIFIED MORTGAGE BONDS.I "Qualified mortl(age 
bonds" mean obligations which are qualiji'ed ,nort,-:age bonds as defined by 
section 103A(c) of existing federal tax law. 

Subd, 24. !QUALIFIED MORTGAGE CR!,DIT CERTIFICATE PRO· 
GRAM.-] "Qualified mortgage credit cert(ficute proxram" means any pro
gram which satisfies the definition <!f such term as contained in sectfon 
25(c)(2) of the Internal Revenue Code of' 1954, as amended throu11h July /8, 
/984. 

Subd. 25. [QUALIFIED MULTIFAMILY HOUSING PROJECT.I 
"Qualified multifamily housing project" means a mult(family housing pr<~j
ect in which at least 50 percent of the units will he held .f<,r occupancy by 
families or individuals with adjusted gross income not in exceS,\' <d' 80 percent 
of the median family income as esti_mated by the United States Department <f 
Housing and Urban Development/or the metropolitan statistical area. 

Subd. 26. [STATE ISSUER.] "State issuer" means the state ,i{ Mi1111e· 
sota; the iron range resources and rehabilitation hoard; or othe,: agencv, 
departmeni, board, or commission qf' the state, which is authorized f(J" issUe 
obligations and has statewide jurisdiction. 

Sul>d. 27. [SUBSTANTIAL COMMITMENT OF LOCAL PUBLIC 
FUNDS. l "Substantial commitment of local public fund.(' means that either 
of the following two conditions is satisfied. 

(a) Under the project financing the governmental unit appropriates, 
pledges, guarantees, or otherwise provides local public funds Jo pay part <d 
the cost of financing the obligations. includin?, bond .issuance, debt servil'e, 
loan origination, and carrying expenses, or of the .filcility .financed with the 
proceeds of the obligations. This condition is sati.~fied only {lat the time the 
obligations are issued, the issuer rea.wmably expects that the aggregate 
value of the local public .funds will exceed the lesser of$/ ,000.000 or one 
percent of the face amount of the obli?,ations. No provision may be made for 
a nonexempt person to reimburse the gover,rmental unit for the local public 
funds. 

(b) The governmental unit appropriates, pledges, guarantees, or other
wise provides a program contribution _of local public funds-or ~overnmental 
services to the program or a facility .financed with the proceeds <!{ the obli
gations. This condition is sati.~fied only if the issuer reasonably expects at the 
time the obligations are issued that the aggref.?ate value <!l the local public 
funds will exceed $5,000,000 or jive percent of' the aggregate fitce amount of' 
the-Obligations. The issuer must value the services al the reasonable cost(~/' 
delivering them. The program contribution must be used for one or more <!l 
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thefollmving purposes: 

(i) reducing the cost (lfinancing the obligations, as described in clouse 
(a), 

(ii) securing the payment ,~f deht service on obligatiom· fa-sued pursualll to 
the program; 

(iii) financing public improvements under a comprehensive redevelop
ment or renewal program, if the costs are reasonably allocable to a facility 
financed with the proceeds <~l the obligations and (f !he improvements are 
made no earlier than three years prior _lo issuance rd" the obligations to which 
the contribution apphes or more than·one year after issuimce; or 

(iv) other costs reasonably related to the program. 

If the governmental unit is reimbursed by a nonexempt person for any part of 
the program within five years• afier the contribution was made, the reim
bursement must be applied for one or more of the purposes described in this 
paragraph. · 

For purposes of this subdivision, "governmental unit" means the issuer 
that issues the obligations for the project or the governmemal unit that 
approves the obligations for purposes of section /03/k)(2) of the Internal 
Revenue Code of /954, as amended through December 31, /985, or both. 

Subd. 28. [WASTE MANAGEMENT PROJECT.] "Waste management 
project'' means a project which is authorized by chapter I I SA .or 400, sec
tions 473.801 to 473.834, or by any other law or home rule charter author
izing substantially the same type of project. 

Subd. 29. [WRITTEN DEVELOPMENT PROGRAM.] "Writ1en devel
opment program'' or ''program'' means a written economic development 
plan that contains at least substantially all of the following: 

(1) a description of the area subject to the plan, which may not exceed 20 
percent of the total acreage of the issuer; 

(2) a statement of the objectives for the development of the area subject to 
the plan; 

(3) a statement of the development plan for the area subject to the plan, 
including the property within the area, if any, which is to be acquired by a 
governmental unit; 

(4 )-a description of the type of specific development reasonab/_)1 expected 
to take place within the area subject to the plan; and 

/5) a description of the kind and an estimate of the amount of public funds, 
including local public funds, expected to be spent in connection with the 
development of the area subject to the plan. 

Sec. 11. [474A.03] [DETERMINATION OF ANNUAL VOLUME 
CAP.] 

Subdivision 1. [ANNUAL VOLUME CAP UNDER EXISTING FED
ERAL TAX LAW.] At the beginning of each calendar year, the departme111 
shall determine the aggregate dollar amount of the annual volume cap under 
existing federal tax law for the calendar year, and of this amount the 
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department shall determine the following amou11t.\·: 

(/-) the amount thar is allocated to entitlement i.\·suers wula section 12: 

(2) the _amount initially ai1ailahfe .f(>r alloc(!lion through _the pool under 
section 13, which is the annual volume cap determined mu/er this suhd/\'i
sion less the amount determined Under clause (I); and 

(3) the amount available for issuance ql quo!Uie<I mortgage bonds under 
section 15. · 

Subd. 2. [ANNUAL VOLUME CAP UNDER FEDERAL. VOLUME 
LIMITATION ACT.] At the beginning <if' each calendar year. rhe deparf
ment shall determine the aggregate do!Jar amount <d' the annual WJ/ume cilp 
under a federal volume limitation act during the calendar year, and of' this 
amount the department shall determine the j(Jl/owing mno1111ts: 

(I) the amount, ff any, that a federal ·volume limitation act 1'equires· be 
reserved for qualified 50/(c )I 3) bonds or rhe amounr prol'ided hr secrion 20. 
subdivision 9; 

(2.) the amount of the governmental wjlumC cap a//oca1ed lo ellfitlemeni 
issuers under section 16, :iifc~ting separate/v (i). the anioum available j(,r 
issuance of ''qualified mortgage bonds'' or obligations with a comparllble 
definition in a federal volume limitalion act, and (ii) !he amount availablefor 
issuance of <,my obligations; and 

(3) the amount initially available .for allocation through rhe pool under 
section 19, which is the amount' of.the governmental volume cap less tl?e 
aggregate of the amounts determined in clause (2). 

Notwithstanding the foregoing, for rhe periodfi-om and including Januarv 
I, 1987, to and including June 30, /987. rhe ji,llmving limiwrions shall 
apply: (i) one-half of the amount determined pursuant /0 clause (2)(ii) shall 
be allocated to entitlement issuers under section /6; (ii) the entire amount 
de.termined pursuant_ to clause (2)(i) sh_al{be al/o(·ated to entitlement issuer.\· 
under section 16; (iii) one-ha({ of the amount determined pursuant 10 clause 
(3) shall be made avail(lblefor a/lociltion Under section 19: and (iv) 011e-ha(f 
of the amount, if any, determined· pursuant to clause (I) shall be made 
available for allocation under section 20._ The remaining amount of annual 
volume cap for calendar year /987 1101 so allocated, or made available fin· 
allocation, shall remain unallocated unless otherwise providei'l by lciw. 

Subd. 3. [ADJUSTMENTS FOR CHANGES TO VOLUME CAP IN 
FEDERAL VOLUME LIMITATION ACT.] If rhe annual volume cap in a 
federal volume -limiration act that becomes law is grea1er 1hc111 oi- less than 
the annual volume cap that existed ih a federal volume limitation act in the 
form that existed as of January /, 1986, the departmenl shall adjust the 
calculations made under subdivision 2, except for clause (I), and section /6, 
except as provided in section 27. If the annual voluin('. cap is-adjusted. the 
commissioner may withdraw any a//ocation granted before the adjustment 
·was made pursuant to which obligations have ·been issued, only with the 
wrilfen consent of the issuer. 

Sec. 12. [474A.04] [ENTITLEMENT ALLOCATIONS UNDER 
EXISTING FEDERAL TAX LAW.] 

Subdivision I. [HIGHER EDUCATION COORDINATING BOARD 
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ALLOCATION. l ()f" the aggrexate annual volume cap under existing fed
eral tax law, $25,000,000 for each calendar year is allocated to the higher 
education coordinating hoard for the issuance qf" obligations pursuant to 
chapter I 36A. On September I, any unused portion <4' the amount allocated 
to the higher education coordinating board pursuant to this subdivision can
cels and the authority must be reallocated p_ursuant to section I 3. 

Subd. 2. [IRON RANGE RESOURCES AND REHABILITATION 
ALLOCATION.] Of the aggregate annual volume mp under existing .fed
eral tax law. $30,000,000 for ·each ·calendar year is allocated to 1he iron 
range resources and rehabilitation commissioner. After September I of 
each year,. the iron range resources and rehabilitation commfasioner may 
retain any unused portion of the allocation only if the commissioner has 
submitted to the department on or before September I a preliminary resolu
tion for a specific project and a letter which states (I) the intent to issue 
obligations pursuant to the allocation or a portion of it before the end of the 
calendar year or within the ame period permilled under existing· federal tax 
law, and (2) a description of the specific project or projects for which the 
obligations will be issued, together with an application deposit in the amount 
of one percent of the amount of the unused a/location or the portion of it 
pursuant to which the commissioner intends to issue obligations. The com
missioner may subsequently reallocate the retained allocation among the 
projects described in clause (2). On September I, any unused portion of the 
amount allocated to the iron range resources and rehabilitatioh commis
sioner and not reserved by a preliminary resolution, a feller of intent, and an 
application deposit is _canceled and must be reallocated under section 13. If 
the iron range resources and rehabilitation c:ommissioner returns for real
lacation all or a part of the allocation on or be.fore October 31, that portion of 
the application deposit equal to one percent of the amount returned shall be 
refunded within 30 days. 

Upon the request of a statutory city located in the /aconite tax relief area 
which received an entitlement allocation under Minnesota Statutes /984, 
section 474./8, of $5,000,000 or more for calendar year /985, the iron 
range resources and rehabilitation commissioner shall enter into an agree
ment with the city whereby the commissioner issues obligations, in an 
amount requested by the city but not to exceed $5,000,000, on behalf of the 
city. 

Subd. 3. [ENERGY AND ECONOMIC DEVELOPMENT AUTHORITY 
ALLOCATION.] Of the aggregate annual volume cap under existing fed
eral tax law, $60,000,000 for each calendar year is allocated to the energy 
and .economic development authority. After September I of each year, the 
energy and economic development authority or any issuer which receives an 
allocation from ihe energy and eco1Jomic development authority may retain 
any unused portion of its allocation only if it has submitted to the department, 
on or before September I a preliminary res0lutidn for a specific project and 
a Letter which states (I) its intent to issue obligations pursuant to its alloca
tion or a portion of it before the end of the calendar year or within the time 
period permitted under existing federal tax law, and (2) a description of the 
specific project or projects for which the obligations will be issued, together 
with an application deposit in the amount of one percent <~l the amount of its 
unused allocation or the portion of it pursuant to which it intends to issue 
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obligations. The energy and economic development authority may subse
quently reallocate the retained allocation among the projects described in 
clause (2), On September I any unused portion of the amount allocated to the 
energy and economic development authority and not reserved by a prelimi
nary resolution, a letter of intent, and an application deposit is canceled (/Jld 
must be reallocated under section 13. ff the energy and economic dn·elop
ment authority or any issuer which receives an allocation from the aurhoriry 
returns for reallocation all or any part of its allocation on or before October 
31, that por_tion of its application deposit equal to one percenr qf the amount 
returned shall be refunded within 30 days. · 

Subd. 4. [ENTITLEMENT CITIES. l Of the aggregate annual volume cap 
under existing federal tax law, for each calendar year the amoun1 deter
mined pursuant to this subdivision is allocated to ( 1) cities of the first class, 
and (2) the largest Minnesota city located in a metropolitan statistical area 
that does not contain a city of the first class, (f the city has a population of 
25,000 or more. The amount allocated to a first class city shall be an amount 
equal to $200 multiplied by the city's population. The amount allocated to 
each city qualifying under clause (2) is $5,000,000. After September I of 
each year, an issuer receiving an allocation under this subdivision may 
retain any unused portion of its allocation only if it has submitted to the 
department by September l a letter stating its intent to issue. obligations 
pursuant to its allocation before the end of the calendar year or within the 
time permitted under existing federal tax law and an application deposit 
equal to one percent of the amount of the unused allocation for which it 
intends to issue obligations. Any unused portion of an allocation.f0r which an 
application deposit and letter of intent has not been received by the depart
ment by September I must be canceled and reallocated under section I 3. If 
an issuer returns for reallocation all or part of its allocation under this sub
division by October 31, the applicati01i deposit equal to one percent of the 
amount returned must be refunded to the issuer. 

For purposes of this subdivision, "'population" means the population 
determined under section 477 A.OJ I, subdivision 3. 

Subd. 5. [NOTICE OF ENTITLEMENT ALLOCATION.] As soon as 
possible in each calendar year, the department shall provide to each entitle
ment issuer a written notice of the amount of its entitlement allocation unde"r 
this section. 

Subd. 6. [ENTITLEMENT TRANSFERS.] An entitlement issuer may 
enter into an agreement with another entitlefnenr issuer whereby the recipi
ent entitlement issuer issues obligations pursuant to issuance authority allo-
cated to the orig(nal entitlement iss,uer under this section. · 

Sec. 13. [474A.05] [ALLOCATION OF POOL AMOUNT UNDER 
EXISTING FEDERAL TAX LAW.] 

Subdivision I. [POOL AMOUNT.] O/the aggregate annual volume cap 
under existing federal tax law, the amount determined pursuant to section 
11, subdivision 1, clause (2), shall be allocated among issuers pursuant to 
this section for each calendar year. An entitlement issuer may apply for an 
a/location pursuant to this section only after August 20. An entitlement issuer 
may apply for an allocation before November I only if the entitlement issuer 
has adopted a final resolution authorizing the sale of obligations equal to any 
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allocation received under section 12 or has returned all of its unused a/lo
cation for reallocation under this section. 

Notwithstanding the preceding paragraph, rhe following enrirlement 
issuers may apply for an allocation under this section: 

(a) A city of the first class may apply for an allocation for a manufacturing 
project at any time. 

(b) State issuers may apply for and receive allocations under thfa section 
at any time for an aggregate amount not to exceed that portion of its entitle
ment allocation returned for reallocation under section J 2. 

Subd. 2. [APPLICATION.] An issuer may apply for an allocation pursu
ant to this section by submitting to the deparrment an application on forms 
provided by the department, accompanied by ( J) a prelimina,y resolution, 
and (2) an application deposit in the amount of one percent of the requested 
allocation. An issuer may elect not to submit an application/or an allocation 
for a project for which the issuer previously adopted a preliminary 
resolution. 

Subd. 3. [ALLOCATION CRITERIA.] The department shall rank each 
application received pursuant to this section on the basis of the number of 
points awarded to it, with one point being awarded for each ofthefo/lowing 
criteria satisfied: 

(a) The current rate of unemployment for the applicant is at or above J JO 
percent of the statewide average unemployment rate for the most recently 
available reporting period, as determined by the departmem of economic 
security. The unemployment rate for the applicant shall be the greater of (I) 
the most recent estimate available for the smallest jurisdiction which wholly 
includes the jurisdiction of the applicant, cis reported by 1he department of 
economic security, or (2) another estimate supplied by the applicant wirh 
respect to irs jurisdiction, which is documented by the applicant. 

(b) The number of individuals employed in the applicant's jurisdiction 
declined from the second calendar year before the application, to the first 
calendar year before the application. The estimate of the number of individ
uals employed for each year must be based on the same source, and must be 
( J) rhe most recent estimate available for 1he smallesI jurisdiction vvhich 
wholly includes the applicant, as reported by the departmenr of economic 
security, or /2) another estimate supplied by the applicant with respect to its 
jurisdiction, which is documented by the applicant. 

(c) The project. will provide additional general tax revenue to the taxing 
jurisdictions in which the project is located beginning nor later than rhree 
years after issuance of the obligations. 

(d) The number of jobs to be created by the project is ot least two jobs for 
each $100,000 of issuance authority requested for the project. 

( e) As of the date of application the total market value of all taxable prop
erty in the applicant's jurisdiction, based on the most recem cert(fication of 
assessed value to the commissioner of revenue, has either (I) declined in 
relation to the first calendar year before the certification, or (2) increased in 
relation to the jlrst calendar year before the certification at a rate ivhich is 
less than 90 percent of the rate of increase of the state average market value 
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over the same period. 

(j) The total capital expenditures for the project exceed by _ten percent the 
amount of the proceeds of the obligations to be issued f(Jr the prqject. 

(g) The project is wholly located in an _enterprise zone designated p11rs11ant 
to section 273.1312. 

(h) The project site m'eets the CriteriQ neceSsary to qualtJ.\1 as a lllx i11cre
l11ent redevelopment.district as defined in section 273.73, subdirision JO. To 
qualify under this clause the project need not .be included in a lar increment 
financing district. 

(i) The project meets one of the following energy conservation criteria: (I) 
the project is eligible for the additional federa/. investment tax credits for 
energy property, (2) the project involves co.nstruction or expansion<~/' a dis
trict heating system as defined in section I 161.36. or (3) thC pfoject involves 
construction of an energy source as.descn·hed in seclion I 161.26, clause (a), 
(b), or (d) or 116M.03, subdivisions 22, 23 and.26. 

(j) The project consisls of the renovation, rehabilitation, or reconsiruclion 
of an existing building which is (I) located in a historic di.Hric! designated 
under section /38.73, or on a site listed in !he state registry of historical ::;ites 
under s_ections 138.53 to 138.5819; or (2) designated in the NativnalRegis
ter pursuant to United States Code, title 16, section 470a. 

(k) Service connections to sewer and water systems are available to the 
project at the time the appliCation is submitted. 

(l} Asprovided by a binding agreement by the principal user or users qf"the 
project with the applicant, at least ten percent of the individuals employed by 
the principal user or us_ers of the project will ·be minority or low income 
individuals. 

(m) When the application is submitted either ( /) the anticipated owner of 
the project, or any party of which the owner is a controlling partner or 
shareholder, or which is a controlling shareholder or partner of the owner, 
does not own or operate a substantially similar business within the state or 
(2) the project is an expansio'! of the opera/ions of an existi_ng b·usiness which 
is not likely to have the effect of transferring existing employmenI from one 
or more other municipalities within the state to the municipalifS· in which the 
project is located. 

(n) A controlling interest in the project will be owned by one or ·more 
women or minority persons. 

( o) Seventy jive percent or more of the proceeds of the proposed issue wW 
be used to rehabilitate an. existing structure. 

Subd. 4. [ALLOCATION PROCEDURE.] (a) The department shall allo
cate available issuance authority under this section on Monday of each week 
to applications received on or before ·Monday of the preceding week in the 
following order of priority and availab/.e fasuance authority may not be allo-
cated to any other project: · 

( 1) applications for manufacti1ring projects; 

(2) applications for pollution control projects or waste managemem proj-
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ects: and 

( 3) applications for commercial redevelopment projects. 

Within each category of applications pvailable authority shall be allocated 
on the basis of the numerical rank determined pursuant to this section. In the 
case of an application for issuance authority that includes more than one 
project to be financed by one issue of obligations, the points assigned to the 
application shall be computed on the basis of the weighted average of points 
for the projects. The projects must all be of the same category of projects to 
be submitted as a multiproject application. If two or more applications have 
the same numerical rank, the ranking of the applications must be by lot 
unless otherwise agreed by the respective issuers. If an application is 
rejected, the department must notify the applicant and return the application 
deposit to the applicant within 30 days unless the applicant requests in writ
ing that the application be resubmitted. 

(b)( I) From January 1 through September 30, no more than 20 percent of 
the total amount availab/e for allocation during the calendar year pursuant 
to this section may be allocated to pollution control and waste management 
projects. 

(2) From January 1 to September 30, no more than 35 percent of the total 
amount available for allocation during the calendar year pursuant to tMs 
section may be allocated to commercial redevelopment projects. This 
amount is increased to 50 percent of the total available author;ry for the next 
month's allocation if the following two conditions occur: (i) on or after June 
30 the total amount of issuance authority available under this section which 
has not been allocated or has been allocated to but was returned by an issuer 
exceeds 45 percent of the total amount of issuance authority available for 
allocation under this section for the calendar year; Gnd (ii) the entire amount 
of issuance authority available under this subparagraph for commercial 
redevelopment projects has been allocate,d. 

Subd. 5. [LETTER OF INTENT.] After September 1 of each year, an 
issuer which. has received an allocation. pursuant to this section prior to 
September 1 may retain any unused portion of t_he a/location only if the issuer 
has submitted to the department on or before September I a letter stating its 
intent to issue obligations pursuant to the allocation before the end of the 
calendar year or within the time period permitted by existing federal tax law. 
Jf the letter of intent is not submitted to the department, the one percent 
application deposit must be returned to the issuer, the a/location is canceled, 
and the issuance authority is available for reallocation pursuant to this sec
tion. Jf an issuer returns for reallocation all or any part of its allocation on or 
before October 31, that portion of its application deposit equal to one per
cent of the amount returned shall be refunded within 30 days. 

Subd. 6. [FINAL ALLOCATION.] From October I to December 31 of 
each.year, the annual volume cap under existing federal ta.r: law, whii::h is not 
both previously allocated and subject to a preliminary resolution for a spe
cific project, whether or nor committed pursuant to a letter of intent. is 
available for allocation or reallocation and shall be allocated among 
issuers. The iron range resources and rehabilitation commissioner, the 
energy and economic development authority, or an entitlement city may 
reallocate after September 30 its retained allocation among projects iden-
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tifled in preliminary.resolutions filed with the department prior to Octoh_er I. 
An application for an allocation under this subdivision must include evidence 
of passage of a preliminary n:solution and state that it is the intent <f the 
applicant that the obligations will be issued by the end <d" the year or within 
the time period permilled by _existing federal tax law, and m'ust be accmnpa
nied by an application _deposit in the amount of one percent of the rC'que.,ted 
allocation. Applications niust be made and allocations shall be awarded in 
accordance with subdivisions 3 and 4. 

After Septem/Jer 30, authority may be qllocated_under this .rnhdivision to 
any project, notwithstanding the percentage limits and other restrictions 
contained in subdivision 4-. Applications must be ranked and authorily allo
cated first accofding to the order of priority and rankinx <l points under 
subdivisions 3 and 4. The remaining authority must be allocated according to 
the rankirig of points under subdivision 3. If two or more applications receive 
an equal number of points, al/ocati0ns among them must be made by lot 
unless othenvise' agreed by the respective applicants. 

If issuance authority remains or becomes available following rhe last 
Monday on w_hich a/locati0ns are-made for any. calendar year, the depart
ment must ailocate. the available authority to the department of finance . .The 
department of finance shall allocate the remaining authority between the 
Minnesota housing finance agency and the higher educarion coordinating 
board. Amounts allocate_d fo the Minnesota housing finance agency shall be 
used for the issuance Of mortgage credit certificates, and amounts allocated 
to the higher educGtion coordinating board shall be used.for the issuance of 
obligations under chapter 136A. 

Subd. 7. [RETURN OF ALLOCATION. I If on or after November I but 
prior to December I of any year, an issuer determines that ii will not issue 
obligations pursuant to an allocation received by it pf:lrsuant to this-section 
or section 12 by the-_ end of.that year or within the time period permi1ted by 
existing federal tax law, the issuer must notify the department and the 
amount will be available for reallocation pursuant to th{s subdivision. In 
such case;· the department shall refund. to the issuer within 30 days. that 
portion of any application deposit equal to one7third of one percent of the 
amount returned for reallocation. The amounts available for reallocation 
must be allocated on or before December 3/ pursuant to subdiv.ision 6. 

Sec. 14. [474A.06] [NOT[CE OF ISSUE UNDER EXISTING FEDERAL 
TAX LAW.] 

Issuers that issue obligations subject to existing federal tax_. law shall file 
with the department within five days after the obligations are issued a written 
notice of issue stating the date of issuance qf the ,obligations, the allocation 
under which the obligations are issued, .and the principal amount of the 
obligati_ons. ff obligations are to be issued as a series of obligations, the 
notice ofis.rne must be filed for each series of obligations that is issued. /{the 
notice of issue is not filed within five days afier the obligations are issued, the 
obligations shall be considered not to have received an allocation under 
existing federal tax law. Within 30 days .after receipt <~{ the notice, _the 
department shall refund a portion of the application deposit required under 
section 12 or section 13 equal to one percent of the principal amount of the 
obligations_issued. 
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Sec. 15. f474A.07] [QUALIFIED MORTGAGE BONDS] 

Subdimion I. [HOUSING FINANCE AGENCY ALLOCATION.] The 
applicable volume limit for qualified mortgage bonds for the Minnesota 
housing finance agency, pursuant to existing federal tax law, for a calendar 
year is JOO percent of the state ceiling ji,r qualified mortgage bonds for that 
year, reduced only by (I) any amounts of qualified mortgage bonds which 
have been or may be allocated by law to specified cities, and (2) any amounts 
of qualified mortgage bonds which are allocated to cities pursuant to sub
divisions 2 and 3. The aggregate amount allocated to cities, under clause·( 1) 
or (2); together with the amount of qualified mortgage bonds ·reserved for the 
agency, shall not exceed the limit for the state under existing federal tax law. 

By August 1 of each year, a city which has received by law 'an allocation of 
the state ceiling for qualified mortgage bonds shall submit its housing pro
grams to the Minnesota housing finance agency for approval pursuant to 
section 462C.04, subdivision 2, in an amount of bonds equal to or less than, 
the city's a/location. If the amount of qualified mortgage bonds, for which 
program approval is granted on or before September 1 is less than the 
amount allocated by law to the city, the applicable limit for the agency shall 
be increased by the difference between the amount allocated by law to rhe 
city, and the amount for which program approval has been granted. 

Subd. 2. [CITY ALLOCATION.] Unless otherwise authorized by law, a 
city thar intends to issue during any calendar year qualified mortgag'e bonds 
that are subject to existing federal tax law, shall by January 2 of that year 
submit to the Minnesota housing finance agency a program that will use a 
portion of the state qualified mortf!.age bond ceiling. The total amount of 
qual~fled mortgage bonds included in all programs submitted p1J.rsuant to this 
subdivision by a city may not exceed $10,000,000. Each program shall be 
accompanied by a cerrificilte from the city that states that the qualified 
morrgage bond is.Sue is feasible. By February-/, the Minnesota housing 
finance agenCy shall review each program pursu_ant to section 462C.04, 
subdivision 2. The Minnesota housing finance agency shall approve all pro
grams that the agency determines are consfatent with chapter 462C. and that 
meet the following conditions: 

( 1) all of the loans must be reserved.for a period of not less than six months 
for persons and families whose adjusted family income is below 80 percent of 
the limits 011 adjusted gross income provided in section 462C.03, subdivision 
2;and 

(2) loans_ mus! be made only to finance homes that are serviced by munic
ipal water and sewer utilities; provided that ff the approval of all programs 
would result in an allocation to cities in excess of 27-112 percent of the state 
ceiling for the calendar year 1985, reduced by the amount of qualified mort
gage bonds that are allo_cared by law to spec{fied cities, the Minnesota hcJUs
ing finance agency shall approve programs that are submitted by a city 
which meet.'I any of the following three ·criteria: (i) a city of the first class, (ii) 
a city that did not receive an allocation under thi., subdivision or Minnes01a 
Statutes 1984, section 462C.09, subdivision 2(a), or Minne.wta Sratutes 
1985 Supplement, section 462C.09 subdivision 2(a), during the preceding 
two calendar years, or (iii) _a group of cities that plan to jointly issue bonds 
for the program provided further that ff approval of all of the programs 
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submitted by cities that meet one or more of the criteria in (i), (ii), or (iii) 
would result in a total allocation to cities in excess ~l the portion of" the swte 
ceiling available for allocation, then from among those proira(ns the ORency 
shaU select by lot the programs to be Ctpproved. fl a ponion of" rhc swte 
ceiling remains unallocated after the agency has approved all programs 
submitted by cities that meet one or more of the criteria in (i), (ii), or (iii). the 
Minnesota housing finance agency shall select by lot from among the 
remaining programs ·the programs to be approved. The Minnesotu housing 
finance agency shall determine 1f a program meers the co11ditio11., in c/(luses 
( J) and (2) based solely upon the program with accomponyin;.; i11f(mnmion 
submitted to the agency. Approval of a program shall constitute w1 (lf/ocation 
of a portion of the state ceiling for qualified mortgage bonds equal to the 
proposed bond issue or issues contained in the program, prurided 1hm the 
allocation for t_he last selected program that receives an allocClfion mo_\' he 
equal to or less than the amount of the bonq issue or issue.,' proposed in the 
program. 

If a city which received an allocation pursuant to this subdivision, or 
which has been allocated a portion of the state ceiling by lmv and has 
received approval of one or more programs, has not issued bm1(1s hy Sep
tember I in an amount equal to the allocation, and the city intends 10 issue 
qualified mortgage bonds prior to the end of the- calendar year, the city-shall 
by September I submit- to the Minnesota housing finance· agency for each 
program a letter that states the city's intent to issue .the qualffied mqrrgage 
bonds prior to the end of the calendar year. If the Minnesota housing finance 
agency does not receive the lefter from the ciry, then the allocation qf the 
state ceiling for that program expires on September I, and the applicable 
limit for the Minnesota housing finance agency is increased by an amount 
equal to the unused portion of the a/location to the city. A citv referred to in 
subdivision 1, clause ( 1 ), need not apply under rhis subdivision 1Vith respect 
to bonds allocated by law to the city. Nothing in this subdivision shall prei·ent 
any such city from applying for an addhional a/location of bonds under this 
subdivision. 

Subd, 3, [ADDITIONAL CITY ALLOCATION ] On or before Sep· 
tember I of each year, the Minnesota housing finance agency shall idemify 
the amount, if any, of its applicable limit for qualified mortgage bonds for 
that calendar year that it does not intend to issue. A citv that intends IO issue 
qualified mortgage ,bonds prior to the end of the cale,idar year for which it 
has not received an allocation of the state ceiling may submit t: program for 
approval on or before Septembe_r I to the Minnesota housing finance agency 
for a portion of the amount of rhe Minnesota housing ji'nance agency's appli
cable limit as provided in subdivision I i,vhich the agency does no! intend to 
issue. The total amount of qual{fied mortgage bonds included i11 all programs 
of any city submitted pursuant to this subdivision shall not exceed 
$10,000,000, The program shall be accompanied by the same certifirnte 
required by subdivision 2. The Minnesota housing finance agency shall 
allocate the amount of the state ceiling to be allocated pursuant to this s11b
division using the same factors listed in subdivision 2, provided that a pro
gram for a city receiving an allocation pursuant to subdivision 2 during the 
calendar year shall be ranked below all 01her programs if the bonds pro
po,~ed in the program, 'rvhen added to rhe bonds included in programs 
approved pursuant to subdivision 2, exceed $10,000,000, A city that sub· 
mitted a program pursuant to subdivision 2 but that did not receive an allo
cation may renew its application with a letter of iment to issue. Nothing in 
this subdivision shall prevent a c_iry referred to in subdivision 1. clause (I), 
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from applying for an additional allocation of bonds under this subdivision. 

Subd. 4. [AGENCY REVIEW.] The 30-day review requirement in section 
462C.04, subdivision 2, does not apply to programs submitted to the agency 
that require an allocation of the state ceiling pursuant to this section. A 
failure by the agency to complete any action by the dates set forth in this 
section shall not result in the approval of any program or the allocation of 
any portion of the applicable limit of the agency. Approval by the agency of 
programs after the dates provided in this section is effective in allocating a 
portion of the state ceiling. Programs approved by the agency may be 
amended with the approval of the agency under section 462C.04, subdivision 
2, provided that the dollar amount of bonds for the program may not be 
increased. 

Subd. 5. [STATE CERTIFICATION.] The executive director of the Min
nesota housing finance agency is designated as the state official to provide 
the preissuance certification required by section 103A(j)(4)(A) of the Inter
nal Revenue Code of 1954, as amended through December 31, 1985. 

Subd. 6. [CORRECTION AMOUNTS FOR MORTGAGE CREDIT 
CERTIFICATE PROGRAMS.] A reduction in the state ceiling for qualified 
mongage bonds caused by the failure of a mortgage credit certificate pro
gram to comply with afederalstatute or regulation shall be assessed against 
the amount of qualified mortgage bonds allocated by law, other than by way 
of this section, to the city which adopied the program. I/no such 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 allo
cation shall be assessed against the 27-112 percent of the state ceiling allo
cated to the cities under subdivision 2. 

Subd. 7. [FEDERAL VOLUME LIMITATION ACT.] Any issuance 
authority received by the agency under section 17 or by a city under section 
16 or subdivision 3 may be used for the issuance of "qualified mortgage 
bonds'' or obligations with a comparable definition in a federal vo_lwne 
limitation act, in the same manner and subject to the same conditions pro
vided/or in this section/or qualified mortgage bonds. 

Sec. 16. [474A.08] [DETERMINATION OF ENTITLEMENT ALLO
CATIONS UNDER FEDERAL VOLUME LIMITATION ACT.] 

Subdivision I. [ENTITLEMENT ISSUERS.] The dollar amount of the 
governmental volume cap allocated 10 entitlement issuers under a federal 
volume limitation act for each calendar year must be determined by the 
department as follows: 

(I) to the department of finance 24 percent of the governmental volume 
cap to be allocated among state issuers under section 17; 

(2) to each city, a sum equal to 75.6 percent of the amount of bond 
issuance authority allocated to the city under section 12, subdivision 4, pro
vided that if there is an adjustment to the. annual volume cap under section 
JJ, subdivision 3, the amount of issuance authority allocated bv this clause 
must be adjusted so that each city is allocated a percentage of the adjusted 
governmental volume cap that is equal to the percentage of the gorernmental 
volume cap originally allocated to each city; 

( 3) 10 each city to which bond issuance authority is specifically al/oct;ired 
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under state law for qualified mbrtgage bonds, a sum equal to the full amount 
of the bond issuance authority, Which ,amount is to he used solely for .!he 
issuance of' 'qualified mortgdge bonds'' or for obli?,ations. with a e<!mparn
ble·definition as used in·the federal volume limitarion act prior to September 
1, and thereafter may also be used for the issuance <d" either such 111or1gage 
/Jonds or obligations to finance mult{f'amily hou.\:ing pr<~jects; 

(4) to a city or cities that received an allocation to issue qual~fied mortga~e 
bq_nds during 1986 under Minnesota Statutes /985 Supplemcm. section 
462C.09, subdivision 2a, an amount or amounts for /986 equal 10 such allo
cation, which amounr may be used prior ·ro September I for the is.rnance <f 
''qualified mortgage bonds'' or for obligations with a comparable defrnirion 
in a fed(!ral volume limitation act, and therea_fier nwy also he used for the 
issuance of obligation·~ to finance fflultijOmi(\i housinx projects: and 

(5 j to a ·City Or citie{dl!termined irl accordance with the procedure setj(,rth 
in section /5,_subdivision 2. an allocation to issue quaNflell moftxaxe bonds 
during /987, in On amount_ deter11lined in accordance with such procedure 
conta'ined in section 15, subdivision 2, which am(>unt may· be used prior to 
September 1 for the issuance ·of "qualified mortgage bonds" or fi,r obliga
tions with a comparable definition in a federal volume limitation act, and 
th(!reafter ntay also be used for the ·issuance of obligations to .finance mul-
tifamily housing projects. · 

For any entitlement issuer that received an allocation p,r a qual(ti"ed mul
tifamily housing project in I 986 and did not issue obligations _/<Jr the project 
within the time period specified under section 21. subdivision 3, -the amount 
allocated 10· the entitlement issuer under this· subdivision-for /987 must be 
reduced by the amount of the unused allocation and the amount ql any other 
allocation retained by that issuer ajier September I. 1986, jar which obliga
tions have nOt been issued in /986. The amount of any.reduction in alloca
tion must-be added to the amounts available for pool allocation under section 
19. 

For purposes of this subdh·ision, "pojJulation" means the population 
determined under section 477A.0/ l, subdivision 3. 

Subd. 2. [NOTICE OF OF ENTITLEMENT ALLOCATION.] As soon as 
possible in each calendar year. the department shall prOviiie a notice of 
entitlement allocation to each _ entitlement issuer statinK separ«tely the 
amount that may be issued for ''qualified mortgage bonds'' or for obliga
tions with a comparable definition, a federal volume limitation act and the 
amount that may be issued for any obligations. 

Sec. 17. [474A.09] [ALLOCATION OF STATE ENTITLEMENTS 
UNDER FEDERAL VOLUME LIMITATION ACT.] 

The amount allocated to the department of jhwnce under section 16, sub
division I, clause (I), may be allocated or reallocated by lhe commissioner 
of The departmenl of finance internally among stale issuers at any one time or 
from time to time during the calendar year, provided that I I .5 percelll of the 
entitlement allocation is allocated to the· iron rang~ resouri:es and rehabili
tation commissioner. Upon the request of a statutory city located in the tac
onite tax relief area_ that received an entitlement allocation Under Minnesota 
Statutes 1984, section 474.18, of $5,000,000 or more for calendar vear 
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1985, the iron range resources and rehabilitation commissioner shall enter 
into an agreement with the city whereby the commissioner issues obligations 
on behalf of the city, in an amount requested by the city but not to exceed 17 
percent of the amount allocated to the commissioner under this subdivision. 

Sec. 18. [474A. IO] [ENTITLEMENT ISSUERS UNDER THE FED
ERAL VOLUME LIMITATION ACT.] 

Subdivision I. [NOTICE OF ISSUE.] Each entitlement issuer that issues 
obligations pursuant to an entitlement allocation received under section I 6 
shall provide a notice of issue to the department on forms provided by the 
department stating (I) the date of issuance of the obligations: (2) the title of 
the issue; (3) the principal amount ofthe obligations; (4) the type or types of 
the obligations that cause them to be subject to the annual volume cap; and 
(5) the dollar amount of the obligations subject to the governmental volume 
cap of a federal volume limitation act. For obligations that are issued as a 
part of a series ~f obliga_tions, a notice mu.st be provided for each series'. Any 
issue of obligations for which a notice of issue is not provided to the deptlrt
ment within five days after issuance is deemed not to have received an allo
cation under a federal volume limitation act. Within 30 days after rec'eipt of 
the notice of issue, the department shall refund a portion of any deposit made 
pursuant to subdivision 3. equal to one percent of the principal amount of the 
allocation authority issued. 

Subd. 2. [ENTITLEMENT TRANSFERS.] An entitlement issuer may 
enter into an agreement with another entitlement issuer whereby the recipi
ent entitlement issuer issues obligations pursuant to issuance authority allo
cated to the original entitlement issuer. 

Subd. 3. [RESERVATION OR CANCELLATION OF ENTITLEMENT 
ALLOCATIONS.] After September I, 1986, an entitlement issuer may 
retain all or a portion of its entitlement allocation under a federal volume 
limitation act only if the department has received by September I a letter 
stating the intent of the entitlement issuer to issue obligations under its en
titlement allocation before the end of the calendar year or within the time 
permitted by a federal volume limitation act and an application deposit equal 
to one percent of the unused allocation for which it intends to issue obliga
tions, provided that there shall be credited against the required deposit, any 
deposit f!lGde in accordance with section 12 for a corresponding allocation 
under existing federal tax law. Any unused portion of an allocation for which 
an application deposit and. letter of intent have not been received by the 
department by September I, 1986, is canceled and must be reallocated under 
section 19. Notwithstanding the provisions of this subdivision, the depart
ment of finance may retain $15,000,000 of its entitlement allocation for the 
issuance of obligations. If any time after August 3/, 1986, the department of 
finance determines that part or all of the retained allocation will not be 
required for obligations issued by the state, the portion not required shall be 
canceled and shall be reallocated under section 19. 

If an entitlement issuer returns for reallocation all or part of its a/location 
under this subdivision after August 3 I, but on or before October 31, the 
application deposit equal to one percent of the amount of issuance authority 
returned must be refunded to the issuer. If all or par.I of the entitlement 
allocation is returned for reallocation after October 31, but before 
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December 1, the application deposit equal lo one-third <lone percent <f the 
amount of issuance authority returned must be refunded. The amoulll <l any 
refund is reduced by the amount of the deposit refunded under section 12. 

Sec. 19. [474A. I I] [ALLOCATION OF POOL AMOUNT UNDER THE 
FEDERAL VOLUME LIMITATION ACT.] 

Subdivision I. [POOL AMOUNT.] For calendar yellr /986 llnd .from 
January I to June 30 of calendar year 1987, the portion r~l the gm1ernmenta/ 
volume cap determined under section I J, subdivision 2, clause ( 3 ), and any 
allocations canceled or returned for reallocation under section IX or section 
20, subdivision 9, shall ·be allocated to issuers. other than state issuers, 
under this section. 

An entitlement issuer may appl_y for an allocation under this section only 
after August 20. ff an entitlement issuer applies for an -allocation prior to 
November J, the entitlement issuer must have either adopted a final resolu
tion authorizing the sale of obligations in an amount equal to any allocation 
received under section 16 or returned any remaining allocation for reaflo
cation under this section. State entitlement issuers, olher than the iron range 
resources and rehabilitation commissioner, may nof apply for an allocation 
under this section excepl as provided in clause (d). 

Notwithstanding the preceding paragraph, the following entitlement 
issuers may apply for an allocation under this secfion: 

(a) Entitlement issuers that received an allocatidn on/y_w1der section 16, 
subdivision 1, clause (4) or (5 ), may apply for an allocation at any time. 

(b) A city of the first class may apply.for an llllocation .for a manufacturing 
project at any time. 

(c) Any entitlement issuer, other than state issuers, may apply for an aflo
cation for a qualified multifamily housing project after September I if ( 1) it 
has adopted a preliminary resolution for specific projects for the amount of 
any of its retained entitlement allocation, and (2) the amount of allocation 
applied for does not exceed $10,000,000. 

(d) State issuers may apply for and receive allocations under this section 
at any time in an aggregate amount not to exceed that portiot!_ of the state's 
entitlement allocation returned/or reallocation under section 18. 

Subd. 2. [APPLICATION.] An issuer may apply for an allocation pursu
ant to this section by submitting to the department an application on forms 
provided by the department accompanied by (I) a preliminary resolution, 
and (2) if the application is submitted· prior lo 5:eptemher I of an.v calendar 
year, an application deposit in the amount of one percenl of the requested 
allocation, or if the application is submitted after August 31, 1986, an llppli
cation deposit in the amount of two percent of the requested allocafion, pro
vided that there shall be credited against the required deposit any deposit 
made with respect to the same project in accordance tvith section 13. An 
application deposit for a qual~fied multifamily housing project must include 
an additional application deposit in the amount of one percent of the 
requested allocation. An application pursuant to this section may be com
bined with an applicathm under section 13. 

Subd. 3. [ALLOCATION CRITERIA.] The department shall rank each 
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application received under this section 011 the basis of the number of points 
awarded to it, with one point being awarded for each of the criteria listed in 
section /3, subdivision 3, that are satisfied, and one point being awardedfor 
each of the fol!mving criteria: 

(I) the project is a mulllfamily housing project; and 

(2) the project is a rnult(!Omily housing project designed for rental pri
marily to handicapped persons or to elderly persons. 

An application for an allocation relating to an issue of obligations the 
proceeds of which are "fo be used to refund outstanding obligations shall be 
assigned a ranking of no poh1ts. 

Subd. 4. [ALLOCATION PROCEDURE.] /a) The department shall allo
cate available issuance authority on Monday of each week to applications 
received by Monday of the preceding week, in the following order of priority 
and available issuance authority may not be allocated to any other project 
prior to October I, I 986: 

(I) applications for manufacturing projects; 

(2) applications for pollution control projects or waste management proj
ects; and 

(3) applications for commercial redevelopment projects or mulrtamif.v 
housing projects. 

Within each category of applications available authority must be allocated 
on the basis of the numerical rank determined under this section. In the case 
of an application for an allocation relating to more than one project to be 
financed by one issue of obligations, the points assigned to the application 
shall be computed on the basis of the weighted average of points for the 
projects. The projects must all be of the same category of projects to he 
submitted as a multiproject application. If two or more applications have the 
same numerical rank, the ranking of the applications must be bv lot unless 
otherwise agreed by the re.'lpective issuers. If an application is rt!jected, the 
department shall notify the applicant and shall rerurn the application deposit 
to the applicant within 30 days unless the applicant requests in writing that 
the application be resubmitted. 

(b) From January I to September 30, no more than 20 percent of the total 
amount of issuance authority available for allocation during the calendar 
year pursuant to this section may be allocated to pollution control and waste 
management projects. 

(c) From January I lo Sep/ember 30, no more than 35 percent of the total 
amount of issuance authority available for allocation during the calendar 
year pursuant to this section may be allocated to commercial redevelopment 
projects and multifamily housing projects. This amount is increased to 50 
percent of the total available authority for the next month's allocatio1.1 !f the 
following two conditions occur: (I) on or after June 30 the total amount of 
issuance authority available under this section which has not been allocated 
or has been allocated to but was returned by an issuer exceeds 45 percent qf 
the total amount of issuance authority available for allocalion under this 
section for the calendar year; and (2) the entire amount ff issuance mlfhority 
available under this clause for commercial redn·elopmeJII and m11/t(f(1mily 
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housing projects has been allocated, 

From October I to December 31 of each year, the annual volume cap 
under a federal volume limitation act, which is not both previously allocated 
and subject to a preliminary resolution for a specific project, whether or not 
committed pursuant to a letter of intent, or which is not reserved for qualified 
mortgage bonds, is available for allocation or reallocation and shall be 
allocated among issuers. An entitlement issuer may reallocate 'after Sep
tember 30 its retained allocation among projects identified in_ preliminary 
resolutions filed with the department prior to October I. 

After September 30, a/locations shall be made under this subdivision to 
any project including, without limitation, projects for owner-occupied hous
ing, notwithstanding the_ percentage limits and other. restrictions contained 
in this subdivision. Applications must be ranked and allocations made first 
according to .the order of priority and ranking of points under subdivision 3 
and this subdivision. __ Any remaining amount must be allocated according to 
the ranking of points under subdivision 3. If two or more applications receive 
an '.equal number of pqints, allocation$ among the .applications must be made 
by lot unless otherwise agreed by the respective applicants. 

Subd. 5. [CERTIFICATE OF ALLOCATION.] The granting of an a/lo
cation of issuance authority by the department pursuant to this section shall 
be evidenced by issuance of a certificate of allocation provided to th_e appli
cant .in accordance with section 21. 

Subd. 6. [FINAL ALLOCATION.] // issuance remains or becomes 
available following the last Monday on which allocations are made during 
any calendar year, the.department must allocate the remaining authority to 
the department of finance, and the department of finance shall allocate the 
remaining authority between the Minnesota housing finance agency and the 
higher education coordinating board. Amounts so allocated to the Minnesota 
housif!g finance· agency must be w;_ed for the issuance of mortgage credit 
certificates, and amounts allocated to th_e higher education coordinating 
board must be used for the issuance of obligations under chapter 136A. 

Sec. 20. [474A.12] [50l(c)(3) POOL; FEDERAL VOLUME LIMITA
TION ACT.] 

Subdivision/. [50l(c)(3) POOL.] This section applies only to allocations 
made under a federal volume limitation act. The amouf1t, if any, qf the 
aggregate annual volume cap that musr be set aside for qualified 50/(c)(3) 
bonds in 1986 or in 1987 or pursuant to subdivision 9 shall be allocated 
under this section. 

Subd. 2. [HIGHER EDUCATION FACILITIES AUTHORITY.] Of the 
portion of the annual volume cap allocated under this section, $20,000,000 
for each calendar y'ear is allocated to the higher education facilities author
ity for the issuance of obligations under sections /36A.25 through /36A.42. 

·After September I of each year, the higher education facilities authority may 
retain any unused portion of its allocation only if the higher education fllcili
ties authority submits to"· the department on or before September I a letler 
which states (1) its" intent to issue obligations pursuant to its· allocation or a 
portion of it before the end of the calendar year or within the time period 
permitted under a federal volume limitation act, and (2) a description.<4 the 
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specific project or projects for which the obligations will be issued, together 
with an application deposit in the amount of one percent of the amount of the 
unused allocation or the portion of it pursuant to which it intends .to issue 
obligations. The authority may subsequently reallocate the retained alloca
tion among the projects described in clause (2). On September 1 any unused 
portion of the amount allocated to the higher education facilities awhority 
and not reserved by a letter of intent and an application deposit is canceled 
and subject to reallocation in accordance with subdivision 3. If the higher 
education facilities authority returns for reallocation all or any part of its 
a/location on or before October 31, that portion of the application deposit 
equal to one percent of the ·amount returned shall be refunded within 30 days. 

Subd. 3. [APPLICATION.] An issuer may apply for an allocation of bond 
issuance authority under this section by submitting to the department an 
application on forms provided by the departnient, accompanied by ( 1) a 
preliminary resolution of the issuer. and (2) an application deposit in the 
amount of one percent of the requested a/location. The higher education 
facilities authority may apply for an ·a/location under subdirision 4 or sub
division 6 only if it has adopted a final resolution authorizing the sale of 
obligations in an amount equal to the allocation received and not returned 
for reallocation under subdivision 2. 

Subd. 4. [ALLOCATION.] As of the 10th and 25th _day of each month 
prior to September 1, the department shall allocate issuance authority 
available under this section on the basis of applications then on hand, 
assigning allocations in the order in which the applications are receired by 
the department. If two or more applications are filed with the department on 
the sGme day and if there is insufficient issuance authority for the applica
tions,_ the allocation between or among the applications shall be by lot unless 
otherwise agreed by the respective applicants. Before September I the 
amount allocated to an· issuer for a 50J(c)(3) organization may not exceed 
$15,000,000 for the year. Two or more local issuers mm· combine their 
allocations in one or more single bond issues ~vhich exceed $15,000,000 so 
long as no more than $10,000,000 of the bond issue is for facilities located 
within the geographic boundaries of each issuer. The obligations may be 
issued jointly by a joint powers board or by one issuer on behalf of all the 
issuers to whom the allocation is made. 

Subd. 5. [LETTER OF INTENT.] After September I of each calendar 
year, an issuer which has received an allocation pursuant to this section 
prior. to September 1, may retain an unused portion of the allocation only if 
the issuer has submi11ed to the department on or before September 1 a lei/er 
stating its intent to issue obligations before the end of the calendar year or 
within the time period permilled by a federal volume limitation act. If the 
lei/er of intent is not submitted to the department, the one perce/11 application 
deposit must be returned to the issuer and the allocati0!1 is canceled and 
available for reallocation pursuant to subdivision 6. If an issuer returns for 
reallocation all or any part of its allocation on or before October 31. that 
portion of its application deposit equal to one percent of the amount returned 
shall be refunded within 30 days. /fit returns the allocation after October 31 
but before December 1, that portion of the application deposit equal to one
third of one percent of the amount returned must be refunded within 30 days. 

Subd. 6. [ALLOCATION AFTER SEPTEMBER I.] On September I of 
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each year the aggregate amount set aside for qualified 50l(c)(3) bonds, less 
any amounts previously allocated or reallocated and either reserved by an 
issuer with a letter of intent or with respect to which a notice of issue has 
been filed shall be reallocated in accordance with this subdivision. 

Bond issuance authority subject to reallocation under this subdivision on 
and after September I in any year must be allocated by the department in the 
order in which the applications were received bv the department. If /ll'o or 
more- applications are filed with the department on the same day and if there 
is insufficient issuance authority for the applications, the a/location between 
or among such applications shall be by lot unless otherwise agreed by the 
respective applicants. As soon as practicable after September I, the depart~ 
ment shall publish in the State Register a notice of the aggregate amount 
available for reallocation pursuant to this subdivision. Within five days after 
September JO, October JO, November JO, December JO, and December 20, 
the department shall allocate available authority under this subdi,•ision. If 
issuance remains or becomes available following the final December 20th 
allocation, the department must allocate the remaining authoriry to the 
department of finance, and the. department of finance shall allocate the 
remaining authority to eligible projects ·under a federal volume limitation 
act. 

Subd. 7. [NOTICE OF 50l(c)(3) ALLOCATION.] The department shall 
issue a notice granting an allocation of issuance authority under this sectfon. 
No a/location shall be made if the sum of the principal amount of proposed 
allocation and the aggregate principal amount of a/locations previously 
made and not returned for reallocation exceeds the amount of issuance 
authority set aside, without the right to override by state legislation for 
qualified 501/c)(3) bonds under a federal volume limitation act. If an appli
cation is rejected, the department must notify the applicant and return the 
application deposit to the applicant within 30 da_,·s, unless the applicant 
requests in writing that the application be resubmitted. 

Subd. 8. [NOTICE OF ISSUE.] Issuers that issue obligations under this 
section shall provide a notice of issue to the department on forms prodded by 
the department stating ( I) the date of issuance of the obligations; (2) the title 
of the issue; (3) the principal amount of the obligations; and (4) the dollar 
amount of the obligations subject to the annual volume cap of a federal vol
ume limitation act. For obligations issued as a part of a series of obligations, 
a notice must be provided fo'r each series. Any issue of obligations for which 
a notice of issue is not provided to the departmf!nt within five days after 
issuance is deemed not to have received an Q/location under a federal i·olume 
limitation act. Within 30 days after receipt of the notice of issue, the depart
ment shall refund a portion of any deposit made pw'sua/ll to subdivision 3 
equal to one percent of the amount of allocation authority issued. 

Subd. 9. [NO MANDATORY SET-ASIDE; 50l(C)(3) POOL.] If a fed
eral volume limitation act is enacted that does not require that issuance 
authority be set aside for qualified 501( c)/ 3) bonds, $70,000,000 of issuance 
authority is available for a/location under this section from Januan- I 
through October 31 of 1986 and $35,000,000 of issuance authorirv is avail
able for a/location under this section from January I, 1987 through June 30, 
1987. Notwithstanding the provisions of subdivision 6, if issuance authorif\' 
is available for allocation pursuant to this subdfrision, no allocation may b·e 
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made pursuant to this section after October 31 for calendar year 1986 and 
the remaining amount of unallocated authority under this section that is or 
becomes available is canceled and must be reallocated pursuant to section 
19. 

Sec. 21. [474A.13] [CERTIFICATE OF ALLOCATION UNDER FED
ERAL VOLUME LIMITATION ACT.] 

Subdivision I. [ISSUANCE OF CERTIFICATE OF ALLOCATION.] 
The department shall issue a certificate of allocation for any allocation 
granted under section 19, except as provided in subdivision 4. 

Subd. 2. [ISSUANCE OF CERTIFICATE OF ALLOCATION: GEN
ERAL OBLIGATIONS.] The department shall issue a certificate of alloca
tion for any general obligation for which an a/Location request is received 
upon forms provided by the department, except as provided in subdivision 4. 
Such forms shall contain: 

(I) the name and address of the issuer: 

(2) the address, telephone number, and name of an authorized represen
tative of the issuer; 

(3) the prindpal amount of general obligations proposed to be issued by 
the issuer; 

(4) the title of the proposed issue; 

(5) a statement of the issuer that the proposed issue of obligations is 
expected to be offered for sale on or before the expirmion date of the certifi
cate of allocation for which the request is being made; 

(6) the amount of the allocation requested; 

(7) the project or projects to be financed with the general obliga1ions: and 

(8) a certification that the general obligations do _not constiture "industrial 
development bonds" as defined in section 103(b) of the Internal Revenue 
Code of 1954, as amended through December 31, 1985, which certffication 
shall be accompanied by an opinion of bond counsel ro such effect. 

An entitlement city may apply for a certificate of a/location under this 
subdivision prior to October 1 only if it has adopted a fi'nal reso/utfrm 
authorizing the sale of obligations in an amount equal to any allocation 
received under section 16 or returned -any remainh1g allocation for reallo
cation under section 19. No certificate of allocation shall be issued pursuant 
to this authorization in excess of $10,000,000. The aggregate amount of" 
issuance authority that may be allocated to an issuer pursuant to 1his sub
division for the calendar year may not exceed $20,000.000. I{ submitted on 
or after September J for calendar year 1986, an a/location request shall he 
accompanied by a deposit in the amount of one percenr of the amount o.f 
allocation requested. The department shall issue cert?ficates of allocation on 
Monda_v of each \Veek for applicatfons received by Monday qf' rhe preceding 
week and shall make the allocations among the applications by lot. 

Subd. 3. [NOTICE OF ISSUE.] A certificate of" ollocation expires mu/ is 
deemed not to have been issued !l the department has nm received a notice ol 
issue on a form provided by the de1wrtmem st(lfing that the obligatio11s for 



89TH DAY! TUESDAY, MARCH 18, 1986 5869 

which the certificate of allocation was provided-were issued, or in the case of 
a general obligation, a final resolution providing for sale was adopted, 
within the longest of the following periods: 

( J) for a certfficate of allocation issued on or prior 10 August J 5, 1986. or 
anytime in 1987, within 30 days of the date qf issuance of the certificate; 

(2) for a certijicate of allocation issued between August 16 and September 
I, 1986, by September 16, /986: 

(3)for a certificate of allocation issued on or after September 1 and before 
the second to the last Monday of December 1986, within I 5 days of the date 
of issuance of the certificate; 

(4) for a certificate of allocati'on issued on or aper the second to the last 
Monday of December 1986, by the end of that year or within the time per
mitted by a federal volume limitation act_; and 

(5) for a certificate of allocation issued to an entitlement issuer for a 
qualified mult~famif.v housing project, within 30 days of issuance <f the cer
tificate of allocation. 

Any of the periods specified in clauses ( I), (2), or (3) mav be extended for 
an additional period of the same number of days if an additional deposit in 
the amount of three percent of the amount of the certificate of a/location is 
provided before the end of the initial period. The period spec(fi'ed in clause 
(5) may he extended for an additional 30 days if an additional deposit in the 
amount of.four percent of the amount of the certificate of allocation is pro
vided before the end of the initial period. 

The notice rd" issue must be. executed b.v an officer rd" the issuer or by the 
bond counsel approving the issue and must state the principal amou/11 of rhe 
obligations issued or to be issued and the d(ffere,ice, ff any, between the 
amount isrned -or to be issued and the amount stated in the certificate of 
a/location. ff the notice cf issue is not provided to the department by the time 
required, the certificate of allocation expires, the issue is deemed not to have 
received an allocation for the purpose of complying ivith a federal volume 
limitation act, and the deposit required hy secrion 19 or this section is for
feited by the issuer. If the notice is receh;ed by the department on or prior to 
the prescribed deadline, then u:ithin 30 days after receipl of this notice, the 
department shall refund a portion of any application deposit in proportion to 
the amount of allocation authority issued, reduced by any amount refunded 
under section I 3. 

Subd. 4. [LIMITATIONS ON THE ISSUANCE OF CERTIFICATES.I 
No certificate of allocation may be granted under a federal volume limitation 
act under any of the following circumstances: 

(I) the amount of the allocation requested, 1vhen added to ( i) the aggregme 
amount of t:errfficates of ailocation issued and not expired: (ii) amounts 
remaining available ·10 be allocated pursuant to section 19: and (iii) entitle
ment authority allocated pursualll to section 16 and not returned pursuant to 
section 18, subdivision 3, for reallocation would cause the governmental 
volume cap to be e.rceeded. If two or more applications for a cert(ficate of 
allocation are filed with the depanment on the same day and !here is insrtfi
cient issuance authority for the applications. cert(ficates shall be issued .first 
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for applications made pursuant to subdivision 2 and thereafter for applica
tions made pursuant to subdivision 1; or 

(2) the principal amount of the proposed allocation exceeds $25,000,000 
unless the issuer is the Minnesota housing finance agency or the Minnesota 
higher education coordinating board, or unless the issue is a pooled or joint 
issue or any issue of a joint powers board, provided that for joint or pooled 
issues or issues of a joint powers board the aggregate amount of the issue 
cannot exceed $100,000,000. 

Subd. 5. [CERTIFICATES ARE NOT TRANSFERABLE.] Certificates 
of allocation are not transferable. An issuer that receives an allocation of 
issuance authority pursuant to sections 9 to 29 to finance a project lvithin the 
boundaries of the issuer may allow another issuer to issue obligations pur
suant to the issuance authority only if the boundaries of the other issuer are 
coterminous with the boundaries of the issuer that receh1ed the authority. 

Sec. 22. [474A.14] [NOTICE OF AVAILABLE AUTHORITY.] 

The-department shall publish in the State Register at least twice monthly, a 
notice of the amount of issuance authority, if any, available for allocation 
pursuant to sections 13, 19, and 20. 

Sec. 23. [474A.l5] [STATE HELD HARMLESS.] 

The state is not liable in any manner to any isrner, holder of obligations, 
or other person for carrying out the duties imposed on it under sections 9 to 
29. 

Sec. 24. f474A.16] [EXCLUSIVE METHOD OF ALLOCATION.] 

Sections 9 to 29 shall be the exclusive method for allocating authoritv to 
issue obligations for the purposes of complying with the volume limitation of 
a federal volume limitation act and existing federal tax law. An issuer of 
obligations may elect to obtain an allocation of authority under either exist
ing federal tax law, afederal volume limitation act, or both. 

Sec. 25. [474A.17l [ADMINISTRATIVE PROCEDURE ACT NOT 
APPLICABLE.] 

Minnesota Statutes, chapter 14, shall not apply to actions taken by any 
state agency, entity, or the governor under sections 9 to 29. 

Sec. 26. [474A. 18] [PROSPECTIVE OVERRIDE OF FEDERAL VOL
UME LIMITATION ACT.] 

Sections 9 to 29 prospectively override and replace the method of allocat
ing the authority to issue obligations among uses and among issuers as pro
vided in a federal volume limitation act to the extent allowed by a federal 
volume limitation act. 

Sec. 27. [474A.19] [GOVERNOR'S ACTION.] 

If at any time before !une 30, 1987, a _federal volume limitation act is 
enacted into law in a form different from that existing as of December 31, 
1985, which eliminates or adds any requirement that a specific type of obli
gation is subject to a volume limitation that is inconsistent with the allocation 
mechanism provided for in sections 9 to 29, or provides for other restrictions 
on the allocation of issuance author;ty that are inconsistent with the alloca-
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tion mechanism provided for in sections 9 to 29. the governor may, consis
tent with a federal volume limitation act as enacted, by executive order or 
proclamation, estabUsh such revisions to the allocation system as may be 
necessary and appropriate and which the governor, in consultation with the 
legislative advisory commission and the attorney general, determines are 
most consistent with the purposes of and the allocation mechanism provided 
for in sections 9 .to 29. An executive order or proclamation made by the 
governor under this section shall not withdraw or impair any allocation 
made 1f obligations have been issued under such allocations unless the obli
gations are not or will not be subject to the volume cap of a federal volume 
limitation act and written notice is provided to the issuer. 

Any executive order made by the governor under this section must, to (he 
extent possible, comply with the following requirements: 

(a) If 50/(c)(JJ bonds are excluded from the volume cap in a federal vol
uine limitation act, any allocation made under section 20 must be canceled, 
the provisions Of section 20, will_ no longer be in force and effect, any unre
funded deposit made with the department under section 20 shall be refunded 
to the issuer within 30 days of the cancellation and any excess issuance 
authority previously Set aside under section 20 for 501 ( c )( 3) bonds shall, to 
the extent the exclusion of the 50l(c)(3) bonds increases the amount of the 
governmental volume cap. be added on a pro rata basis to the amount of the 
governmental volume cap allocated to ( 1) state issuers under section 16. 
subdivision 1. clause ( ]); (2) entitlement cities under section 16, subdivision 
I, clause (2 ); and ( 3) to the pool under section II, subdivision 2. clause ( 3 ). 

(b) If obligations for mulufami/y housing projects, or certain kinds 
thereof, are excluded from the volume cap in afederal volume limitation act, 
a/locations granted for the projects are canceled and -the commissioner shall 
refund any deposits for the projects within 30 days of cancellation. No 
adjustment shall be made in the a/location of the governmental volume cap 
except as provided under section 11, subdivisio:1 3. 

Sec. 28. [474A.20] [STATE CERTIFICATION.] 

The commissioner of the department is designated as the state official to 
provide any pre-issuance or post-issuance certification required by a federal 
volume limitation act. 

Sec. 29. [474A.21] [APPROPRIATION; RECEIPTS.] 

.4ny fees collected by the department under sections 9 to 29 must be 
deposited in the general fund. The amount necessary to refund application 
deposits is appropriated to the department from the general fimd for that 
purpose. 

Sec. 30. Minnesota Statutes 1984, section 475.77, is amended to read: 

475.77 [OBLIGATIONS SUBJECT TO FEDERAL VOLUME LIMITA
TION ACT.] 

Sections 4+4s-l-6 I<> ~ 9 to 29 apply to any issuance of obligations 
which are subject to limitat.ion. under a federal volume limitation act as 
defined in section 41+.-M JO, subdivision~ 9, or existing federal tax law as 
defined in section JO, subdivision 8. 

Sec. 3 I. l REPEALER.] 
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Minnesota Statutes 1984, sections 462C.09, subdivi.fion 4; 474./6, sub
divisions I, 2, and 5: 474.21; and 474.25; and Minnesota Statutes /985 
Supplernenl, sections 1161 .58, subdivision 4; 462C.09. subdivisions I, 2a, 
3. 5, and 6; 474./6, subdivisions 3, 6, 7, 8, 9, IO, 11, 12, 13, 14, and 15; 
474.17; 474.19; 474.20; 474.23; and 474.26 are repealed. Nothing in this 
section is intended to affect the validity of any a/location granted pursuant to 
!he repealed sections prior to the effective date <4. thi~- article. including any 
allocation carried forward for use in a farer calendar year. Nothing in this 
section fa intended to affect the validity of any allocation gramed pursuant tu 
the repealed sections prior to the effective date of this article, including any 
allocation carried forward for use in a later calendar year. fl prior to the 
date of enactment of this article, a notice of a/location is received pursuant to 
Minnesota Statures 1985 Supplement, section 474.19, and if obligations 
pursuant to that allocation are not issued on or before the date of enactment 
of this article, the issuer may elect within 30 days after enactment qf' this 
article to either resubmit its application pursuant to the provisions of this 
article and receive a credit for the deposit already made or request a refund 
of the deposit. If a refund of the depo::,it is requested, the department must 
refund the deposit within 15 days. 

Sec. 32. [EFFECTIVE DATE; SUNSET.] 

This article is effective the day following final enactment. Sections /0, 
subdivisions 3, 9, IO, II, 16, 22, and 25; II, subdivision., 2 and 3; 15, 
subdivision 7; 16 to 21; and 26 to 28 are repealed effective Julv I, 1987. 

ARTICLE 2 

Section I. Minnesota Statutes 1984, section 124.214, is amended by 
adding a subdivision to read: 

Subd. 3. If a return of excess lax incremenl is made to a school distrie1 
pursuant to section 273.75, subdivision 2 or upon decert{fi'cation of a tax 
increment district, the school district's aid entitlements and levv limitations 
must be adjusted for the fiscal year in which the excess tax incriment is paid 
under the provisions of this subdivision. 

( a) An amount must be subtracted from the school di.Hric( s aid for the 
currenl fiscal year equal to the product of: 

(I) the amount of the payment of excess tax incremel11 to the school dis
trict, times 

/2) the ratio of' 

(A) the sum of the amounts of the school di.Hrict' s cert{fied levy for the 
fiscal year in which the excess tax increment is paid according to the 
following: 

(i) sections /24A.03, subdivision I, /24A.06, subdivision 3a, and 
124A .08, subdivision 3a, if the school district is entitled to basic foundation 
aid according to section 124A .02; 

(ii) section /24A.I0, subdivision 3a, and section /24A.20, subdivision 2, 
{frhe school district is entitled to third-tier oid according to section /24A.10, 
subdivision 4; 

(iii) sec/ions 124A. I 2. subdivision 3a, and f 24A. l4, subdivision 5a, (l the 
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school district is eli,.;ible for f0urth-tier aid according to section 124A.!2, 
subdivision 4; · 

(iv) section J24A.03, subdivision 4. if the school dislrict is entitled to 
summer school aid an:ording to section 124.201; and 

(v) section 275 .125, subdivisions 5 and 5c, if the. school district is entitled 
to transportation aid according to section 124.225. subdivision Sa; 

(BJ to the total amount of the school district's cert~fied levy for the jlscal 
year pursuant to sections 124A.03, 124A.06, subdivision 3a, 124A.08, sub
division .la, 124A.10, subdivision 3a, 124A.12, subdivision 3a, 124A./4, 
subdivision 5a, 124A.20, subdivision 2, and 275.125, plus or minus audi
tor's adjustments. 

(b) An amount must be subtracted from the school district's levy limitation 
for the next levy certified equal to the difference between: 

( 1) the amount of the distribution of excess increment, and 

(2) the amount subtracted from aid pursuant to clause (a) of this 
subdivision. 

If the aid and levy reductions required by !his subdivision cannot be made 
to the aid for 1he fiscal year specified or to the levy spec_ified, the reduclinns 
must be made from aid for subsequenl .fiscal years, and from subsequent 
levies. The School district shall use the payment of excess Jax increment to 
replace the aid and levy revenue reduced under this subdivision. 

This subdivision applies only to the total amount of excess incremems 
received by a school dislrictfor a calendar year that exceeds $25,000. 

Sec. 2. Minnesota Statutes 1984, section 273. 1314, is amended by adding 
a subdivision to read: 

Subd. 8a. [ADDITIONAL ENTERPRISE ZONE ALLOCATIONS.I (a) 
In addition Jo tax reductions aulhorized in subdivision 8, the commissioner 
may a/Locale_ .$600,000 for tax reduction.\· pursuant to subdivision 9 to enter
prise zones" designa1ed under section 273./3/2, subdivision 4, paragraph 
(c), clause(/) or (3). Of this amount, a minimum 0[$200,000 must be allo
cated to an area added to an enterprise zone pursuant to section 3. Alloca
tions made pursuant to this subdivision may not be used to reduce a tax 
liability, or increase a tax refund, prior to July I, 1987. Limits 011 the max
imum allocation to a· zone imposed hy subdivision 8 do not apply to alloca
tions made under this subdivision. 

(b) A city encompassing an enlerpri'.se zone, or portion of an enterprise 
zone, qual(fie~, for an ad<litional a//o('ation under this subdivision (l the fol
lmving requirements are met: 

(I) the city encompassing an enterprise zone, or portion qf" an enterprise 
zone, .has signed contracts with qualifying businesses that commit the city's 
tolal initial a/location received pursuant to subdivisfrm 8. 

(2) the city encompassing an enterprise zone, or.portion rd" an enterprise 
zone, submits an application to the commissioner· requesting ai1 additional 
allocation for tax reductfom· authorized hy subdivision 9. The application 
mu.YI ident(f)' a specific business expansion project which would not lake 
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place but for the availability of enterprise zone tax incentives. 

(c) The commissioner shall use the jrJl/owing criteria when determining 
which qualifying cities shall receive an additional a/location under this sub
division and the amount of the additional allocation the city is to receive: 

(I) additional allocations to qualifying cities under this subdivision shall 
be made within 60 days of receipt of an application. 

(2) applications from cities with the highest level of economic distress, as 
determined using criteria listed in section 273.1312, subdivision 4, para
graph (c), clauses (A) to (E), shall receive priority for an additional alloca
tion under this subdivision. 

(3) if the commissioner determines that two cities submitting applications 
within one week of each other have equal levels of economh: distress, the 
application from the city with the business pro.\pect which will have the 
greatest positive economic impact shall receive priority for an additional 
allocation. Criteria used by the commissioner to determine the potential 
economic impact a business would have shall include the number of jobs 
created and retained, the amount of private investment which will be made 
by the business, and the extent to which the business would help alleviate the 
economic distress in the immediate community. 

(4) the commissioner shall determine the amount of any additional alloca
tion a city may receive. The commissioner shall base the amount of addi
tional allocations on the commissioner's determination of the amount of tax 
incentives which are necessary to ensure the business prospect will expand 
in the city. No single allocation under this subdivision may exceed $100,000. 
No city may receive more than $250,000 under this subdivision. 

Sec. 3. Minnesota Statutes 1985 Supplement, section 273. 1314, subdivi
sion l6a, is amended to read: 

Subd. 16a. [ZONE BOUNDARY REALIGNMENT.] The commissioner 
may approve specific applications by a municipality to amend the boundaries 
of a zone or of an area or areas designated pursuant to subdivision 9, para
graph (e) at any time. Boundaries of a zone may not be· amended to create 
noncontiguous subdivisions. If the commissioner approves the amended 
boundaries, the change is effective on the date of approval. Notwithstanding 
the area limitation under section 273_ I 312, subdivision 4, paragraph (b), the 
commissioner may approve a specific application to amend the boundaries of 
an enterprise zone which is located within five municipalities and was des
ignated in I 984, to increase its area to not more than 800 acres, and may 
approve an additional specific application to amend the boundaries of that 
enterprise zone to include a sixth municipality. 

Sec. 4. Minnesota Statutes 1984, section 273.73, subdivision IO, is 
amended to read: 

Subd_ JO_ [REDEVELOPMENT DISTRICT.] (a) "Redevelopment dis
trict" means a type of tax increment financing district consisting of a project, 
or portions of a project, within which the authority finds by resolution that 
one of the following conditions, reasonably distributed throughout the dis
trict, exists: 

(I) 70 percent of the parcels in the district are occupied by buildings, 



89TH DAY] TUESDAY, MARCH 18, 1986 5875 

streets, utilities or other improvements and more than 50 percent of the 
buildings, not including outbuildings, are structurally substandard to a 
degree requiring substantial renovation or clearance; or 

(2) 70 percent of the parcels in the district arc occupied by buildings, 
streets, utilities or other improvements and 20 percent of the buildings are 
structurally substandard and an additional 30 percent of the buildings are 
found to require substantial. renovation or clearance in order to remove such 
existing conditions as: inadequate street layout, incompatible uses or land 
use relationships, overcrowding of buildings on the.·land, excessive dwelling 
unit density, obsolete buildings_ not suitable for improvement or conversion, 
or other identified hazards to the health, safety and general well being of the 
community; or 

(3) Less than 70 percent of the parcels in the district are occupied by 
buildings, streets, utilities or other improvements, but due to unusual terrain 
or soil deficiencies requiring substantial fi.lling, grading or other physical 
preparation for use at least 80 percent of the total acreage of such land has a 
fair market value upon inclusion in the redevelopment district which, when 

· added to the estimated cost of preparing that land for development, excluding 
costs directly related to roads as defined in section 160.01 and local 
improvements as described in section 429.021, subdivision 1, clauses l to 7, 
11 and 12, and section 430.01, if any, exceeds its anticipated fair market 
value after completion of said preparation; provided that no parcel shall be 
included within a redevelopment district pursuant to this paragraph (3) unless 
the authority has concluded an agreement or agreements for the development 
of at least 50 percent of the acreage having the unusual soil or terrain defi
ciencies, which agreement provides recourse for the authority should the 
development not be completed; or 

(4) The property consists of underutilized air rights existing over a public 
street, highway or right-of-way; or 

(5) The property consists of vacant, unused, underused, inappropriately 
used or infrequently used railyards, rail storage facilities or excessive or 
vacated railroad rights-of-way; or 

(6) The district consists of an existing or proposed industrial park no 
greater in size than 250 acres, which contains a sewage lagoon comami
nated with polychlorinated biphenyls. 

(b) For purposes of this subdivision, "structurally substandard" shall 
mean containing defects in structural elements or a combination of deficien
cies in essential utilities and facilities, light and ventilation, fire protection 
including adequate· egress, layout and condition of interior partitions, or 
similar factors, which defects or deficiencies are of sufficient total signifi
cance to justify substantial renovation or clearance. "Parcel" shall mean a 
tract or plat of land established prior to the certification of the district as a 
single unit for purposes of assessment. 

Sec. 5. Minnesota Statutes 1984. section 273.75, subdivision 2, is 
amended to read: 

Subd. 2. [EXCESS TAX INCREMENTS.] In any year in which the tax 
increment exceeds the amount necessary to pay the costs authorized by the 
tax increment financing plan, including the amount necessary to cancel any 
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tax levy as provided in section 475.61, subdivision 3, the authority shall use 
the excess amount to do any of the following, in the order deterinined by the 
authority: (a) prepay any outstanding bonds, (b) discharge the pledge of tax 
increment therefor, (c) pay into an escrow account dedicated to the payment 
of such bond, or (d) return the excess amount to the county auditor who shall 
distribute the excess amount to the municipality, county and school di~trict in 
which the tax increment financing district is located in direct proportion to 
their respective mill rates. The county auditor must report to the cmnmis
sioner of education the amount of any excess tax incremelll distributed to a 
school dislrict within 30 days of the distribwion. 

Sec. 6. Minnesota Statutes 1985 Supplement, ~ection 273.75, ~ubdivision 
4, is amended to read: 

Subd. 4. [LIMITATION ON USE OF TAX INCREMENT.] All revenues 
derived from tax increment shall be used in accordance with the tax incre
ment financing plan. The revenues shall be used solely for the following 
purposes: (a) to pay the principal of and .interest on bonds issued to finance a 
project; (b) by a rural development financing authority for the purposes stated 
in section 362A.0I, subdivision 2, by a port authority or municipality exer
cising the powers of a port authority to finance or otherwise pay the cost of 
redevelopment pursuant to chapter 458, by a housing and redevelopment 
authority to finance or otherwise pay public redevelopment costs pursuant to 
chapter 462, by a municipality to finance or otherwise pay the capital and 
administration costs of a development district pursuant to chapter 472A, by a 
municipality or redevelopment agency to finance or otherwise pay premiums 
for insurance or other security guaranteeing the payment when due of princi
pal of and interest on the bonds pursuant to chapters 462C, 474, or both 
chapters, or to accumulate and maintain a reserve securing the payment 
when due of the principal of and interest on the bonds pursuant to chapters 
462C, 474, or both chapters, which revenues in the reserve shall not exceed, 
subsequent to the fifth anniversary of the date of issue of the first bond issue 
secured by the reserve, an amount equal to 20 percent of the aggregate prin
cipal amount of the outstanding and nondefeased bonds secured by the 
reserve. Revenues derived from tax increment may be used to finance the 
costs of an interest reduction program operated pursuant to section 462.445, 
subdivisions IO to 13, or pursuant to other law granting interest reduction 
authority and power by reference to those subdivisions only under the fol
lowing conditions: (a) tax increments may not be collected for a program for 
a period in excess of I 2 years after the date of the first interest rate reduction 
payment for the program, (b) tax increments may not be used for an interest 
reduction program, if the proceeds of bonds issued pursuant to section 
273. 77 after December 3 I, I 985, have been or will be used to provide finan
cial assistance to the specific project which would receive the benefit of the 
interest reduction program, and ( c) oot mere tlttH, 'ffi pe,€eftl ef tile estimates 
tax iReremeHt increments 6efi..¥ee. -tfEttft a pm-jeet may not be used to finance 
an interest reduction program for owner-occupied single-family dwellings 
ttHles5 a pm-jeet is le€atea eithef iH m> area wlttffi WetH<! ~ as a reee
'elepffient ffiStfi€t ff wi-tfttA. a e-i+y designated as ittt eAtCFf)rise r.fffie pur.;uaAt 
te ;;eet;oo 273.1312, suedi, isieA 4, etttHSe ~- These revenues shall not be 
used to circumvent existing levy limit law. No revenues derived from tax 
increment shall be used for the construction or renovation of a municipally 
owned building used primarily and regularly for conducting the business of 
the municipality; this provision shall not prohibit the use of revenues derived 
from tax increments for the construction or renovation of a parking ~tructure. 
a commons area used as a public park or a facility used for social, recre-
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ational or conference purposes and not primarily for conducting the business 
of the municipality. 

Sec. 7. [340A.318] [CREDIT EXTENSIONS RESTRICTED.] 

Subdivision I. {RESTRICTION.] Except as provided in this section, no 
retail licensee may accept or receive credit, other than merchandising credit 
in the ordinary course of business for a period not to exceed 30 days,.from a 
distiller, manufacturer, .or wholCsa!er of distilled spirits or wine, or agent or 
employee thereof. No distiller, mamfactu'rer or wholesaler may extend the 
prohibited credit to a retail licensee. No retail licensee delinquent beyond 
the 30 day period shall solicit, accept or receive credit or purchase or 
acquire distilled spirits or wine directly or h1directly, and no distiller, man
ufacturer or wholesaler·shall knowingly grant or extend credit nor sell, fur
nish or supply distilled spirits or wine to a retail- licensee who has been 
posted delinquent under subdivision 3. No right of action shall exist for the 
collection of any claim based upon credit extended contrary to the provisions 
of this section. 

Subd. 2. [REPORTING.]· Every distiller, manufacturer or wholesaler 
selling to retailers shall submit -ro the commissioner in triplicate not later 
than Thursday of each calendar week a ver(fied list. of the names and 
addresses of each retail licensee purchasing distilled spirits or wine from 
that distiller, manufacturer or wholesaler who_, on the first day of that cal
endar week, was delinquent beyond the 30 day period, or a verified state
ment' that no delinquencies exist which are required to be reported. /fa retail 
licensee previously reported as delinquent cures the delinquency by pay
ment, the name and addres.'i of that licensee shall be submitted in triplicate to 
the commissioner not later than the dose of the second full business day 
.following the day the delinquency was cured. 

Suhd. 3. [POSTING; NOTICE.] Verified list or statements required by 
subdivision 2 shall be posted by the commissioner in o.tfices of the depart
ment in places available for public inspection and mailed to each licen.'ied 
wholesaler not later than the day following receipt. Documents so posted 
and mailed shall constitute notice to ever.v distiller, manufacturer or whole
saler of the information posted. Actual notice. however received, also con
stitutes notice. 

Subd. 4. [MISCELLANEOUS PROVISIONS.] The 30 day merchandis
ing period allowed by this section shall commence with the dily immediately 
following the date of invoice and shall-include all successive days., including 
Sundays and holidays, to and including the 30th successive day. In .addition 
to oLher legal methods, payment by check during the period for which mer
chandising credit may be extended shall be considered payment. All checks 
received in payment for distilled .,pirits or wine shall be deposited promptly 
for-collection. A postdated check or a check dishonored on presentation.for 
payment does not constitute paymeJ?[. A retail licensee shall not he deemed 
delinquent-for any alleged sale in any instance where there exists a bona fide 
dispute benveenthe licensee and the distiller, manufacturer or wholesaler as 
to the amount owing as a result qf the alleged sale. A delinquent retail lice11-
see who engages in the retail liquor bush1ess at two or more locations shall 
be deemed to be delinquent with respect to each location. 

Suhd. 5. [LICENSE SUSPENSION OR REVOCATION.] Thelicen.\'e of 



5878 JOURNAL OF THE SENATE [89TH DAY 

any retail hcensee, distiller, manufacturer or wholesaler violating any pro
vision of this section shall be subject to suspension or revocation in the 
manner provided by this chapter. 

Sec. 8. Minnesota Statutes 1984, section 412.301, is amended to read: 

412.301 [FINANCING PURCHASE OF CERTAIN EQUIPMENT.] 

The council may issue certific:ites of indebtedness w-i-th-ifl. e,lis.tiHg or cap
ital notes subject to the city debt limits fef lite pUFflBSe .,f pu,ehasing fire & 

f"'liee to purchase public safe/\· equipment &, ambulance equipment "' 
s+Feet, road construction or maintenance equipment, and other capital' 
equipment having an expected useful life at least as long as the terms of the 
certificates or notes. Such certificates or notes shall be payable in not more 
than five _years and shall be issued on such terms and in such manner as •the 
council may determine. If the amount of the certificates or notes to be issued 
to finance any such purchase exceeds one percent of the assessed valuation 
of the city, e"elueling FR<>Hey aR<I ereelits, they shall not be issued for at least 
ten days after publication in the official newspaper of a council resolution 
determining to issue them; and if before th_e end of that time, a petition asking 
for an election on the proposition signed by voters equal to ten percent of the 
number of voters at the last regular municipal election is filed with the clerk, 
such certificates or notes shall not be issued until the proposition of their 
issuance has been approved by a majority of the votes cast on the question at 
a regular or special election. A tax levy shall be made for the payment of the 
principal and interest on such certificates or notes, in accordance with sec
tion 475.61, as in the case of bonds. 

Sec. 9. Minnesota Statutes 1985 Supplement, section 462.445, subdivi
sion l3, is amended to read: 

Subd. 13. [INTEREST REDUCTION PROGRAM.] The authority to 
authorize payment of interest reduction assistance pursuant to subdivisions 
10, 11 and 12 shall expire·on January I, +9811989. Interest reduction assis
tance payments authorized prior to January I, +981 /989 may be paid after 
January I , .J-98+ I 989. 

Sec. 10. Minnesota Statutes 1984, section 462A.03. subdivision IJ. is 
amended to read: 

Subd. 13. "Eligible mortgagor" means a nonprofit or cooperative housing 
corporation, limited profit entity or a builder as defined by the agency in its 
rules, which sponsors or constructs residential housing as defined in sub
division 7, or a natural person of low or moderate income, except that the 
return to a limited dividend entity shall not exceed ten percent of the capital 
contribution of the investors or such lesser percentage as the agency- shall 
establish in its rules; provided that residual receipts funds of a limited divi
dend entity may be used for agency-approved, housing-related im,estments 
owned by the limited dividend entity withour regard to the limitation on 
returns. Owners of existing residential housing occupied by renters shall be 
eligible for rehabilitation loans, only if, as a condition to the issuance of the 
loan, the owner agrees to conditions established by the agency in its rules 
relating to rental or other matters that will insure that the housing will be 
occupied by persons and families of low or moderate income. The agency 
shall require by rules that the owner give preference to those persons of low 
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or moderate income who occupied the residential housing at the time of 
application for the loan. 

Sec. II. Minnesota Statutes 1984, section 462C.02, subdivision 6, is 
amended to read: 

Subd.-6. "City" means any statutory or home rule charter city, a counry 
housing and redevelopment authority created by special law or awhorized 
by its county to exercise its powefs pursuant to section 462 .426, or any 
public body which (a) is the housing and redevelopment authority in and for a 
statutory or home rule charter city, or the port authority of a statutory or 
home rule charter city, and (b) is authorized by ordinance to exercise, on 
behalf of a sratutory or home rule charrer city, the powers conferred by 
sections 462C.Ot" to 462C.08 462C. JO. 

Sec. 12. Minnesota Statutes 1984, section 462C.06. is amended to read: 

462C.06 [COUNTY HOUSING AND REDEVELOPMENT AUTHOR
ITY ACTING ON BEHALF OF CITY.] 

A housing and redevelopment authority_ in and (or a county may exercise 
the powers conferred by sections 462C.Ol to 462C.07 162C.JO eirher (I) on 
irs own behalf or /2) on behalf of a city (other rhan a county housing and 
redevelopment authority), if the city authorizes the housing and redevelop
ment authority in and for the county in which the city is located to exercise 
such powers and the county has authorized its housing and redevelopment 
authority to exercise its powers pursuant to settion 462.426 or the county 
housing and redevelopment authority has been created by special law; pro
vided, however, that any program undertaken pursuant to this section shaU 
be inelueleel ift the limitatiens pFBvieleel ift seelieR 462C.07, subeli,isien 2, 
ftft6 alse shalt· be is subject to the limitations of sections 462C.03 and 
462C.04 in the case of a single family housing program, and subject to the 
limitations of section 462C.05 in the case of a multifamily housing develop
ment program: 

Sec. 13. Minnesota Statutes 1984, section 462C.07, subdivision I, is 
amended to read: 

Subdivision I. To finance programs or developments described in any plan 
the city may, upon approval of the program as provided in section 462C.04, 
subdivision 2, issue and sell revenue bonds or obligations which shall be 
payable exclusively from the revenues of the programs or developments. In 
the purchase or making of single family housing loans and the purchase or 
making of multifamily housing loans and the issuance of -revenue bonds or 
other obligations the _city may exercise within its corporate ·limits. any of the 
powers the Minnesota housing finance agency may exercise under chapter 
462A, without limitation under the provisions of chapter 475. The proceeds 
of revenue bonds issued to make or purchase single family housing loans that 
are jointly issued by two or more cities pursuant to se'ction 471 .59 may be 
used to make or purchase single family housing -loans- secured by homes in 
any of the cities. 

Sec. 14. [471.572] [INFRASTRUCTURE REPLACEMENT RESERVE 
FUND.] 

Subdivision 1. roEFINITIONS.] For purposes of this section. the follmr-
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ing terms have the meanings given: 

"Reserve fund" means the infras/ructure replacement reserve fund. 

"City" means a statutory or home rule charter city. 

Suhd. 2. [TAX LEVY.] The governing body ofa citv mav establish, by a 
two-thirds vote of all its· members, by ordinance or resolution a reserve fund 
and may annually levy a property tax for the support of the fund. The pro
ceeds of taxes levied for its support must be paid into the reserve jimd. Any 
other revenue from a source not required hy law to be paid into another fund 
for purposes other than those provided for the use of !he reserve fund may be 
paid into the fund. A tax levied by the city in accordance with this section is a 
special levy within the meaning of section 275 .50, subdivision 5. Before a Wx 
is levied under this section, the city must publish in the rdJicial newspaper of 
the city an initial resolution authorizh1g the tax levy. ff within ten days after 
the publication a petition is filed with the city clerk requesting an election on 
!he tax levy signed by a number of qualified voters grealer 1/u111 ten percent of 
the number who voted in the city at the last genel'al eleuion, rhe tax may not 
be levied untU the levy has been approved by a majority of the votes cast 011 it 
at a regular or special election. 

Subd. 3. [PURPOSES.] The reserve fund may be used only for the 
replacement of streets, bridges, curbs, gullers and _<;form sewers. 

Subd. 4. [USE OF FUND FOR A SPECIFIC PURPOSE.] If" the city has 
established a reserve fund, it may submit to the voters ar-a regular or Jpecial 
election the que.<;fion of whelher use of the fund should be restricJed to a 
spec(fic improvement or type of capital improvement. ff a majority of !he 
voles casl on the question are in favor of the limitation on the use of the 
reserve fund, ir may be used only for the purpose approved by the voters. 

Subd. 5. [HEARING; NOTICE.] A reserve fund may not be established 
unril after a public hearing is held on the que.,·rion. Notice of the lime, place., 
and purpose of the hearing must be published for two successive weeks in the 
official newspaper of the city. The second publiccuion must be not later than 
seven days before the date of the hearing. 

Subd. 6. [TERMINATION OF FUND.] The city may 1ermina1e a re.,·erve 
fund at any time in the same manner as the fund was esJablished. Upon 
termination of the fund any balance is irrevocably appropriated to rhe debt 
servic:e'f'und of the city to be used solely lo reduce tax levies for or bonded 
indebtedness of the city or, if the city has no bonded indebtedness, for capital 
improvemenls authorized by this section. 

Sec. 15. Minnesota Statutes 1984, section 471.59, subdivision 11, is 
amended to read: 

Subd. 11. [JOINT POWERS BOARD.] Two or more governmental units, 
through action of their governing bodies, by adoption of a joim powers 
agreement that complies with the provisions of subdivisions I through 5, may 
establish a joint board to issue bonds or obligations pursuant to any law by 
which any of the governmental units establishing the joint board may inde
pendently issue bonds or obligations and may use the proceeds of the bonds 
or obligations to carry out the purposes of the law under which the bonds or 
obligations are issued. A joint board created pursuant to this section may 
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issue obligations and other forms of indebtedness only pursuant to npres.\ 
authority granted by the action of the governing bodies of the governmental 
units which established the joint board. The joint board established pursuant 
to this subdivision shall be composed solely of members of the governing 
bodies of the governmental unit which established the joint board. ,md the 
joint board may not pledge the full faith and credit or taxing power of any of 
the governmental units which established the joint board. The obligations or 
other forms of indebtedness shall be obligations _of the joint board is.1uccl on 
behalf (4' the governmental units creating the joint board. The obligations or 
other forms of indebtedness shall be issued in the same manner and subject to 
the same conditions and limitations which would apply if the obligations 
were issued or indebtedness incurred by one of the governmental unib which 
established the joint board provided that any reference to a governmental unit· 
in the statute, law, or charter provision authorizing the issuance of the bL)nds 
or the incurring of the indebtedness shall he considered a reference to the 
joint board. 

Sec. 16. Minnesota Statutes 1984, section 474.01, subdiviSion 6, is 
amended to read: 

Subd. 6. In order to further these purposes and policies the d{!partmcnt (f 
energy and economic development atttherit) shall investigate, sh.:"tll assist 
and advise municipalities, and shall report to the governor and the legislature 
Concerning the operation of sections 474.01 19 474. 13 and the projects 
undertaken hereunder, and shall have all of the powers and duties in connec
tion therewith which are granted to him by chapter 362 with respect to other 
aspects of business development and research. 

Sec. 17. Minnesota Statwtes 1984, sec_tion 474.01, subdivision 7b, is 
amended to read: 

Subd. 7b. Prior to submitting an application to the department (4· energy 
and economic development aHtherit) requesting approval of a project pursu
ant to subdivision 7a, the governing body or a committee of the governing 
body of the municipality or redevelopment agency shall conduct a public 
hearing on the proposal to undertake and finance the project. Notice of the 
time and place of hearing, and stating the general nature of the prOj"ect and an 
estimate of the principal amount of bonds or other obligations-to be i,ssued to 
finance the project, shall be published at least once not less than B 14 days 
no,r more than 30 days prior to the date fixed for the hearing, in the official 
newspaper and a newspaper of general circulation of the municipality or 
redevelopment agency. The notice shall state that a draft copy of the pro
posed application to the department of energy and economic development 
a1:1tt10rit), together with all attachments and exhibits thereto, shall be avail
able for public inspection following the publication of the notice and shall 
specify the place and times where and when it will be so available. At the 
time and place fixed for the public hearing, the governing body of the 
municipality or the redevelopment agency shall give all parties who appear at 
the hearing an opportunity to express their views with respect to the proposal 
to undertake and finance the project. Following the completion of the public 
hearing, the governing body of the municipality or redevelopment agency 
shall adopt a resolution determining whether or not to proceed with the proj
ect and its financing and may t-hereafter apply to the deportment of energy 
and economic development a1:1t.f1ority for approval of the project. 
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Sec. 18. Minnesota Statutes 1984, section 475.55, subdivision I, is 
amended to read: 

Subdivision 1. [INTEREST; FORM. l (/) Interest on obligations shall not 
exceed the greatest of (a) the rate determined pursuant to subdivision 4 for the 
month in which the resolution authorizing the obligations was adopted, or (b) 
the rate detennined pursuant to subdivision 4 for the month in which the 
obligations are sold, or (c) the rate of ten percent per annum. All obligations 
shall be securities as provided in the Uniform Commercial Code, chapter 
336, article 8, may be issued as certificated securities or as uncertificated 
securities, and if issued as certificated securities may be issued in bearer 
form or in registered form, as defined in section 336.8-102. The validity of 
an obligation shall not be impaired by the fact that one or more officers 
authorized to execute it by the governing body of the municipality shall have 
ceased to be in office -before delivery to the purchaser or shall not have been 
in office on the formal issue date of the obligation. Every obligation, as to 
certificated securities, or transaction statement, as to uncertificated securi
ties, shall be signed manually by one officer of the municipality or by a 
person authorized to act on behalf of a bank or trust company, located in or 
outside of the state, which has been designated by the governing body of the 
municipality to act as authenticating agent. Other signatures and the seal of 
the issuer may be printed, lithographed, stamped or engraved thereon and on 
any interest coupons to be attached thereto. The seal need not be used. A 
municipality may do all acts and things which are permitted or required of 
issuers of securities under the Uniform Commercial Code, chapter 336, arti
cle 8, and may designate a corporate registrar to perform on behalf of the 
municipality the duties of a registrar as set forth in those sections. Any reg
istrar shall be an incorporated bank or trust company, located in or outside of 
the state, authorized by the laws of the United States or of the state in which it 
is located to perform the duties. If obligations are issued as uncertificated 
securities, and a law requires or permits the obligations to contain a state
ment or recital, whether on their face or otherwise, it shall be sufficient 
compliance with the law that the statement or recital is contained in the 
transaction statement or in -an ordinance, resolution, or other instrument 
which is made a pan of the obligation by reference in the transaction state
ment as provided in section 336.8-202. 

(2) Notwirhstanding paragraph (I), interes1 on obligations issued a/fer 
April 1, 1986 and before July I, /987 is no! subject to any limitation on rate 
or amount. For purposes of this paragraph, obligations issued after April I, 
1986 and before July I, 1987 include rdssuing, reselling, remarketing, 
refunding, refinancing or tendering, whether pursuant to section 475.54, 
subdivision 5a, or otherwise, of obligations after Jul_,, I, 1987 if the original 
obligations were issued before July I, 1987 and after April I. 1986. 

Sec. 19. Minnesota Statutes 1984, section 475.55, is amended by adding a 
subdivision to read: 

Subd. 7. [ASSUMED MAXIMUM INTEREST RATE FOR OTHER 
LAWS.] If an obligation is not subject to a maximum interest rate pursuant 
to subdivision 1, paragraph (I) and another law provides for a calculation of 
a debt service levy, determination of a rate of interest on a special assess
ment, or other factor based on an assumption that a maximum interest rate 
applies to the obligation, the governing body of rhe municipality may esti-
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mate or determine an assumed maximum interest rate for purposes of that 
law. Jf-the'friunicipa/ity does not determine, specify or esamate the maximum 
interest rate for such purpose. the11 the maximum interest rate for purposes 
of the other law is the maximum interest rate that would apply if subdivision 
1, paragraph (2) were not in effect. This subdivision does not limit the inter
est rate that may be paid on obligations under subdivision/,. 

Sec. 20. Minnesota Statutes 1985 Supplement, section 475.56, is 
amended to iead: 

475.56 [INTEREST RATE.] 

(a) Any municipality issuing obligations under any law may issue obliga
tions bearing interest at a Single rate or at rates varying from year to year 
which may be lower or higher in later years than in earlier years. Such higher 
rate for any pel"iod prior to maturity may be represented in part by separate 
coupons designated as additional coupOii.s, extra coup'ons, or B coupons, but 
the highest aggregate rate of interest contracted to be so paid for any period 
shall not. exceed the maximum rate authorized by law., Such_ higher rate may 
also be represented in part by the issuance of additional obligations of the 
same series, over and above but not exceeding two percent of the amount 
otherwise authorized to be issued, and the amount of such additional obliga
tions shall not be included in the amount required by section _475.59 to be 
stated in any bond resolution, notice, or ballot, or in the sale price required by 
section 475.60 or any other law_ to be paid; but if the principal amount of the 
entire series exceeds its cash Sale price, such excess shall not, when added to 
the total amount of interest payable on all obligations of the series to their 
stated maturity dates, cause the average annual rate of such interest to exceed 
the maximum rate authoriZed by law. This section does not authorize a pro
vision in any such obligations for the payment of a higher rate of interest after 
maturity than. before. 

(b) Any obligation of an issue of obligations otherwise subject to section 
475.55, subdivision I, may bear interest at a rate varying periodically at the 
time or times and on the terms, including convertibility to a fixed rate of 
interest, determined by the governing body of the municipality, but the rate of 
interest for any period shall not exceed the maximum rate of interest for- the 
obligations determined in accordance.with section 475.55, subdivisiqn I. For 
purposes of section 475.61, subdivisions I and 3, the interest payable on 
vari_able rate obligations for their term shall be determined as if their rate of 
interest is th~ maximum rate permitted for the obligations under section 
475.55, subdivision I, or the lesser maximum rate of interest payable on the 
obligations in accordanc~ .with_ their ~erms, b~t if the interest rate is subse
quently converted to a fixed rate the levy may be modified to provide at least 
five percent in excess of amounts necessary to pay principal of and interest at 
the fixed rate on the obligations When due. For purposes of computing debt 
service or. interest pursuant to section _475.67, subdivision 12, interest 
throughout the term of bonds issued pursuant to this subdivision is deemed to 
accrue at the rate of interest first borne by the bonds. The provisions of this 
paragraph do not apply to obligations issued by a statutory or home rule 
charter city with a population of less than 10,000, as defined in section 
477 A.Oil, subdivision 3, 0r to obligations that are not rated· A or better, or an 
equivalent subsequently established rating, by Standard and Poor's Cor
poration, Moody's Investors Service or other similar nationally-recognized 
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rating agency. except that any statutory or home rule charter city, regardless 
of population or bond rating, may issue variable rate obligati011s as a par
ticipant in a bond pooling pro?,ram establishetl by the league f4' Minnesota 
cilies that meets this bond rating requiremenl. 

Sec. 21. Minnesota Statutes 1985 Supplement, section 475.60, subdivi
sion 2, is amended to read: 

Subd. 2. !REQUIREMENTS WAIVED.] The requirements as to public 
sale shall not apply to: 

(I) obligations issued under the provisions of a home rule charter or of a 
law. specifically authorizing a different method of sale, or authorizing them to 
be issued in such manner or on such terms and conditions as the g_ove~ning 
body may determine: 

(2) obligations sold by an issuer in an aniount not exceeding the total sum 
of $300,000 in any three-month period; 

(3) obligations issued by a governing body other than a school board in 
anticipation of •the collection of taxes or other revenues appropriated for 
expenditure in a single year, if sold in accordance with the ·most favorable of 
two Or more proposal~ solicited privately; 

(4) obhgations sold to any board, department, or agency of the _United 
States of America or of the state of Minnesota; in accordance with rules or 
regulations promulgated by such board, department, or agency; aRti 

(5) obligations issued to fund pension and retirement fund liabilities under 
section 475.52, subdivision 6, obligations issued with tender options under 
section 475.54, subdivision Sa, crossover refundirig obligations referred.to in 
section 475.67, subdivision 13, and any issue of obligations comprised in· 
whole or in part of obligations bearing interest at a rate or rates which vary 
periodically referred to in section 475.56; and 

(b) obligations qualifying under section 475.55, subdivision I, paragraph 
(2), if the governing body of the municipality determines that interest on the 
obligations will b~ includible in gross income for purposes offederal income 
taxation. 

Sec: 22. [475.561] [TAXABLE STATUS; SPECIAL PROVISIONS.] 

Subdivision I. [INCREASE OR DECREASE IN INTEREST.] (a) Obli
gations may be issUed which provide, if interest on the obligations is deter
mined under the terms of the obligations to be subject to federal income 
taxation, for an increase in the rate of interest payable on the obligations, 
Ji-om the date of issuance or another date; to a rate provided under the terms 
of the obligations. 

(b) If the municipality issues obligations it intends to be exempt from .fed
eral inc.ome taxation but bond counsel cannot provide ai1 opinion that_ 1he 
interest on the obligations will be exempt from federal income taxation under 
pending legislation or regulations existing or proposed with retroactive 
effect or otherwise, the municipality may provide for the obligations to bear 
interest at a rate that will decrease, if the ·obligations are subsequently 
determined to be exempt from federal income taxation, to a rate and.from a 
date to be determined under the provisions e>,fthe·obligations. 
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(c) For purposes <!/section 475.61. subd1\·isio11s 1 and 3, 1he i11crn1.,e or 
decrease in interest nae permilted hy this suhdiri.,'iun 1u'e<I 1101 he wke11 into 
account ullfil the incre{I_\'(! or decrease occurs. Upon occurrn1(·e of rlu: 
increase or decrease, the levy must he mod(/ied to prm,ide lll leusr .fi1·e per
cent in excess <~l the amou111 necessan' to pay principal and i11tcrC'.\l 111 the 
new rate qf interest on the ohliwaions. 

Subd. 2. I ARBITRAGE REBATE. I A 1111micipali1_r mar, ji-0111 the pro
ceeds q( bonds, investment earnings, or any other availahle 11101,e_\'.\ <f 1he 
municipality, pay to !he United Srates or an officer., departme111, agency or 
instrumenlality (4' the United States a rebate <d' execs.\· t'llrlli11_1.!,.\' payment 
required by federal lmv to maintain tlw interesl as tax eXl'111JJI. A cort'1u1111 to 
make a payment or paymems pursua111 to 1his subdivisio11 is not m1 ohligmio11 
of the municipality lU lh:fined in seuio11 475 .51, subdivi.vim, J. 

Subd. 3. [PREPAYMENT OR PURCHASE OF BONDS. I A mu11icipali1v 
that issues obligations it intends to he exempt fi'mn federal income. 1(1xmioi1 
may agree to prepay ·or purchase the ohligotio11s (o) ttl the time wul in th<: 
amounl it determines necessory or desirahl<: to mai11fl1in the ohlig.ati011s a.\ 
exempt from federal income taxation or (h) upon a determinwion !hat the 
obligations are taxable. A municipality may ma/.:.e arra11geme111s 10 hm·e 
money available with which to purchase or prepa_v the ohliga1io11s lls !he 
municipality determines necessary or desirable. U' orru11g<:nu:11ts are mode 
with a.financial institution pursuallf to sn·tio11 475.54, subdl\'isio11 5a or this 
subdivision and ({the municipalit_\' owes thefinancial institution nwney under 
the arrangement, the agreement to pay the .fina11cia/ i11.\'litutio11 is nor 011 

obligation c!f" the municipality as d~fined in section 475.51. suhdivision 3. 
unless and until the amount to· he paid or reirnhursed is detennined ond 
becomes due and payable, whereu/1011, the obligation is, as provided by the 
agreement, a general or special obligation <f the municipality. and may also 
be paid from the proceed.\· qf"re_fimding bomls is.med pur.rnaw to 1his dwpter. 
The agreement may not he or become a general ohligmion <d" lhe m1micipal
ity unless the underlying, originally issued obligotion 1.vas a general obliga
tion qf'the municipality. For purposes <?(section 475.61, subdivisions I and 
3, money necessary to make the purchase or prepayme11r are not amow1ts 
needed to meet when due principal and inlere.w paymen1s 0,1 the ohligation.\'. 

Subd. 4. ,[RATIFICATION.] This senion is, in /)(Ir!, remedial in nature. 
Obligations issued prior to the e.f{eciive date (d° this· .\·ec1io11 are not i11\'l1/id or 
unenforceable for providing terms, consequences or remedies that are 
authorized hy this seclion. 

Sec. 23. [CITY OF MINNEAPOLIS: PROPERTY TAX 
FORGIVENESS.] 

NotWithstanding any other lmv to the contrw~V. 1he governing bodies rf 
the city <fMinneapolis. Hennepin county, Special School District No. I, and 
any special taxing districl may by re.wlwion or ordimmcc forgive any or all 
ol the liability for the 1ax imposed hy section 272 .Of, suhdivi:,ion 2, re/ming 
to property leased by the Minneapolis community development agency. 

Sec. 24. I REPEALER. l 

Laws 1963, chapter 728 is repealed. 

Sec. 25. [EFFECTIVE DATE,] 
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Sections 18, /9, 21, 22 and 23 are eflt'crive the day following final 
ena('fmem. 

ARTICLE 3 

Section I. Minnesota Statutes I 984, section 115.07, subdivision I, is 
amended to read: 

Subdivision I. [OBTAIN PERMIT.] It shall be unlawful for any person lo 
construct, install or operate a disposal system, or any part thereof, until plans 
therefor shall have been submilled_ lo the agency unless the agency shall have 
waived the submission thereof to it and a written permit therefor shall have 
been granted by the agency. 

For disposal systems operared on streams with e:rtreme seasonal .flows, 
the agency must allow seasonal permit limits based on a fixed or variable 
effluent limit when the munidpality operating the disposal system requests 
them and is in compliance with agency water quality standards. 

Sec. 2 [115.54] [TECHNICAL ADVISORY COMMITTEE.] 

The agency shall adopt and revise rules governing waste water treatment 
control under chapters 115or116 only with !he advice of a technical advi
sory commiuee of nine members. One member of the committee shall he 
selected by each <~f the following: the state com,ulting engineers council, the 
University of Minnesota division of environmental engineering, the state 
association of general contrac!Ors, the state wastewater treatment plant 
operators association, the metropolitan waste control commission created 
by section 473.503, the associafron of metropolitan munfr·ipalities, the state 
association of small cities, and two members from the league of Minnesota 
cities. The technical advisory committee may review and advise the agency 
on any rule or technical requirements governing the wastewater treatment 
grant or loan program and may review the work of other professional per
sons working on a wastewater treatment project and make recommendations 
to those persons, the agency, and the concerned municipality, in order for 
the agency to ensure that water quality treatment standards will be met. The 
committee shall meet at least once a year, or al lhe call of the chair, and shall 
elecl its chairperson. The agency must provide staff support for the commit
tee, prepare committee minutes and provide i1{formation to the committee it 
may request. A quorum is a simple majority and off/Cial action must he by a 
majority vote of the quorum. 

Sec. 3. Minnesota Statutes 1984, section I ISA.14, subdivision 4, is 
amended to read: 

Subd. 4. [POWERS AND DUTIES.] The commission shall review the 
biennial report of the board, the agency municipal project list and municipal 
needs list reports, and the budget for the agency division of waler quality. 
The commission shall oversee the activities of the board under sections 
I 15A.0I to I 15A.72 and the activities of the agency under sections I 15A.42 
lo I 15A.46 lfflt!, l 15A.49 to l 15A.54, and I 16.16 to I 16.18 and direct such 
changes or additions in the work plan of the board and agency as it deems fit. 
The commission may conduct public hearings and otherwise secure data and 
expressions of opinion. The commission shall make such recommendations 
as it deems proper to assist the legislature in formulating legislation. Any 
data or information compiled by the commission shall be made available to 
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any standing or interim committee of the legislature upon request of the 
chairperson of the respective committee. 

Sec.A. [I 16.163] [AGENCY FUNDING APPLICATION REVIEW. I 

Subdivision I. [CONSTRUCTION GRANT AND LOAN APPLICA
TIONS.] The agency shall, pursuant to agency rules and within 9U da_\'s <d" 
receipt- of a completed application for a. wastewater tretitmem fltcility con
struction grant or loan. grant or deny the app/ica1io11 and not~f.\' the munici
pality of the agency's decision. The time for considen11io11 (4° tht' appficllfio11 
by the· agency may be_ extended up to 180 :Jays (I' the· municipu!ity and the 
agency agree it is necessary. 

Subd. 2. [LIMITATION ON MUNICIPAL PLANNING TIME.j A 
municipality shall complete all planning work required by the agency for 
award of a grant or _loan, and be n;ady to qdvertisefor bids for construction. 
within two years of receipt Of grant or loan funds under· subdii'ision I. The 
planning time. may be extended automarically by the amm.1nt rd" time the 
agency exceeds its 90-day review under subdivision I. 

Subd. 3. [BID REVIEW.] Afier a municipalitv has accepted bidl'fi,r con
struction of a wastewater treatment project, the agency must rei·iew the bids 
within 30 days of receipt. · · 

Sec, 5. [116.165] [INSPECTION RESPONSIBILITY. l 

When a wastewater treatment plant is c_oilst'ructed with federal funds and a 
federal agency conducts inspections of the plant, the owner qf the plant or t-he 
owner's designee must conduct inspections and forward all inspection doc
uments reqUired by the agency to the agency for'its revil'i,v. 

Sec. 6. [I 16.167] [REVOLVING LOAN ACCOUNT.] 

Subdivision I. [APPLICATION.] This section is effective onl_v if the fed
eral government requires revolving loan accounts to be established under 
t_he authority of the federal Water Pollution Control Act. 

Subd. 2 .. [STATE WATER POLLUTION .CONTROL REVOLVING 
_LOAN ACCOUNT.] The commissioner of finance shall maintain in the state 
bond fuild a separate bookkeeping 4ccotint which shall be designated as the 
state water pollution contra( revo!Ving loan account to recei,J.>e any federal 
money authorized for loans under the federal Water Pollution Control Act, 
and other money appropriated by law, for the purpose ~/'providing financial 
assistance to municipalitiesfor ivastewarer treamient. 

Subd. 3. [LOANS.] A loan made to a municipality under this section shall 
be made only after resolutions have been adopted by the agency and the 
governing body of the municipality obligating the municipality (0 repay the 
loan to the state treasurer. in annual installments, including both principal 
and interest. Each installment shall b'e in an· amount sufficient to pay the 
principal amount within 20 years or a shorter time interval if the amount of 
the annual payment will not just(fy the ~dministrative expenses o_f"proces.ving 
the payment, and shall be paid from user charges, taxes, special assess
ments, or other funds available to the municipality. Interest on loans made to 
municipalities shall be established at a rate the commissionf?r• _of revenue 
reasonably determines suJJicienr to pay interest rates on state bonds issued 
under section I 16.17. subdivision 2. Loan repayments must he deposited in 
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the revolving loan account created by this section. Each participating 
municipality .\'hall provide the agency with a .financial health report compiled 
by the state auditor and the agency shall review the report before approving 
a loan. Municipalities recdving a loan under this section may still be eligible 
for a wastnvater tremrnent grant.fhnn the cigency. 

Suhd. 4. I RULES APPLICATION.] The disbursemen; of"/oans under this 
section mu.\·t comply with rules adopted by the agency for loans for waste
water treatment facilities under chapter I /6. 

Sec. 7. !EFFECTIVE DATE.] 

Article 3 is effective July I, /986. 

ARTICLE 4 

Section I. 1297A.258] !PRIVATE SUPPLIERS OF PUBLIC SERVICES.] 

A private vendor that has entered into d service contract with a munici
pality under sections 3 and 4 is a political subdivision for purposes of deter
mining the tax imposed under this chapter. -This section applies only to the 
extent that the vendor is acting for the purpose.~ of constructing, maintaining, 
or operatin_g related facilities pursuant to the service contracr. 

The commissioner may provide for the issuance of a limited exemption 
cert(ficate to a private vendor for purposes <f administering this section·. The 
commissioner may further require a vendor to obtain a certfjicate in order to 
qualify as a political subdivision under this section. 

For purposes of this section, ''private vendor,'' ''servh·e contract,'' and 
"related facilities" have the meanings given in sections 3 and 4. 

Sec. 2. [471A.0IJ [PUBLIC PURPOSE FINDINGS.] 

The legislature finds that the privatization of facilities for the prevention, 
control, and abatement of water pollution. and the furnishing of" potable 
water provides municipalities an opportunity under appropriate circum
stances to provide those capital intensive public services h1 a manner that 
will speed construction and is less costly and more efficient than the fur
nishinx of those servil:es through facilities exclusively owned and operpted 
by municipaliaes. The legislature further finds that other law may ·create 
unnecessary and costly obstacles to the privatization of those capital ime,.1-
sive public services and that a comprehensive act is required to permit 
municipalities to enter into appropriate contractual arrangements with pri
vate parties to facilitate the privatization of those capital intensive public 
services_ 

Sec. 3. [471A.02l[DEFINITIONS.] 

Subdivision I. [APPLICABILITY.] The d~f"initions in this section applv to 
sections 2 to 13. 

Subd. 2. [ADMINISTRATOR.]. ''Administrator" means the pollution 
control agency or any other agency, instrumentality, or poUtical subdivision 
of the state responsible for· administering the loan or grant program 
described in section 8. 

Subd. 3. [CAPITAL COST COMPONENT.] "Capital cost compone111" 
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means that part of the service fee that the municipality determines is intended 
to -reimburse the private vendor for the capital cos!, including debt service 
expense, of the relatedfacilities. · 

Subd. 4. [CAPITAL COST COMPONENT GRANT.I "Capi1a/ cos! 
component grant" means any grlmt made to !he municipality by tht rwflution 
control agency over a term of at least ten years ro pay or reimburse the 
municipality for the payment of alt or part of the capiwl cos/ component (?/ 
the service fee. 

Subd. 5. [CAPITAL COST COMPONENT LOAN. I "Capi1al cos! coni
ponent loan" means any loan made to the municipality hy the pollution con
trol agency over a term of at least ten years to pay or reimburse the munici
pality for the payment of all or part qf the capital cost compone11t qf the 
service Jee. 

Subd. 6. [CAPITAL INTENSIVE PUBLIC SERVICES.] "Capi1a/ i111e11-
sive public services'' means the prevention, comrol, and abatement <4' water 
pollution· through wastewater treatment facilities as ·defined by section 
115.71, subdivision 8. and the furnishing of potable water. Capira/ iluensil'C 
public services -may be limited to the acquisition, constructio11, and owner
ship by the private vendor of related facilities, but does no! include the fiu-
nishing of heating or cooling energy. 

Subd. 7. [CONTROLLING INTEREST.I "Con/rolling in1eresi'' means 
either ( J) the power, by ownership inrerest, contract, or otherwise, to dirfft 
the management of the private vendor or lO designate or elect at least a 
majority of the private vendor's governing body or board, or (2) having more 
than a 50 percent ownership interest in 1he private vendor. 

Subd. 8. [MUNICIPALITY.] "Municipalirv" means a home rule char/er 
or statutory city, county, sanitary district, or other governmental subdi\'i
sion or public corporation, includhig the metropolitan council and the met
ropolitan waste control commission. 

Subd. 9. [PERMITTED OBLIGATION.] "Permit1ed obligation" means 
the obligation of the municipality under the service contract w pay a service 
fee or perform Gf!Y other obligation under the service contract except an 
Obligation to pay, in a future fiscal year of the municipality from c1 revenue 
source other tha.n funds on hand, a stated amount of money J'or money bor
rowed or for related facilities purchased by the municipality under the serv
ice contract. 

Subd. JO. [PRIVATE VENDOR.] "Private vendor" means one or more 
persons who are not a municipality and in which no governmental entity or 
group of governmental entities has a controlling interest. 

Subd. JJ. [RELATED FACILITIES.] "Re/a1ed facilities" means all real 
and personal property used by rhe private vendor in furnishing capital 
intensive public services, excluding any product of the related f'aci!ities, 
such as drinking water, furnished under the service contracl. 

Subd. 12. [SERVICE CONTRACT.] "Service comract" means anv 
agreement or agreements between a municipality and a private vendor under 
which: 

(I) the private vendor axrees to furnish to the municipality or any other 
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user capital intensive public services in accordance with performance stan
dards set forth in the agreement or agreements and the municipaliry agrees 
to pay or cause to be paid to the private vendor a service fee for the services, 
and 

/2) other covenants incident to clause ( I) are made. 

Subd. 13. [SERVICE FEE.] "Service fee" means the payments the 
municipality is required under the service contracr to make, or cause to be 
made, to the private vendor, including payments made by third parties to the 
private vendor for products or services and credited against payments the 
municipaliry would otherwise have to make, or cause to be made, under the 
service contract. 

Subd. 14. [USEFUL LIFE OF THE RELATED FACILITIES J "Useful 
life of the related facilities" means the economic useful life of the related 
facilities as determined by the municipality. 

Subd. 15. [UNRESTRICTED FUNDS.] "Unrestrictedf,mds" means anv 
funds other than funds granted to the state or administrator by the federO.! 
government or any agency of the federal government and unavailable under 
federal law for the purposes set forth in section 8. 

Subd. 16. [USER.] "User" means the municipality and all other persons 
which use the capital intensive public services furnished by Ihe private 
vendor. 

Sec. 4. [471A.03] [BASIC AUTHORIZATION AND RELATED 
POWERS.] 

Subdivision 1. [BASIC AUTHORIZATION.] A municipality may con
tract with- a private vendor to furnish in accordance with a service contract 
any capital intensive public services the municipality is authorized ·by law to 
furnish, and for that purpose a municipalirv may .exercise any and all of the 
powers provided in 'this section. 

Subd. 2. [SERVICE CONTRACT.] Subjectto the provisions of section 
JO, a municipality may enter into a service contract for a term of not more 
than 30 years. However, the service contract may permit Ihe municipality to 
either extend or renew the term of the service contract so long as the munic
ipality is not bound under the service contract for an extended or renewal 
period of more than 30 years. Under the service contract the municipality 
may, under terms and conditions agreed to by the municipality and the pri
vate. vendor: 

(J) obligate itself to pay or cause to be paid a service fee for the availabil
ity and use of the capital intensive public services to be furnished under the 
service contract; 

(2) enter into other agreements relating to the service to be provided and 
which the municipality considers appropriate that are not otherwise con
trary to law; and 

(3) either pledge its full faith and credit or obligate a specific source of 
payment for the payment of the service fee and the performance of other 
obligations under the service contract and the payment of damages for fail
ure to perform the obligations. 
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The obligation of the municipality to pay the service fee and perform any 
other permitted obligations under the service contracr are not considered a 
debt within the meaning·of any statutory or charter limitation, and ,w elec
tion .is required as a precondition to the municipality entering into any per
mitted obligation or undertaking a project under a service contract.· 

Subd .. 3. [PROCUREMENT PROCEDURES.] The m,micipalitr may 
agree under the service contract that the private vendor will acquire and 
construct any and all related facilities without compliance with any compet
itive bidding requirements, provided(]) the municipality, or municipalities 
if the related facilities furnish capital intensive public services to more than 
one municipality, has in the aggregate either no or no more than a 50 percent 
ownership interest in• the rel~ted facilities, and (2) the municipality emers 
into the service contract only after requesting from two or more private 
vendors proposals for the furnishing of the capital intensive public services, 
under terms and conditions the municipality determh1es to be fcdr and rea
sonable. After making the request and receiving any proposals_ in response to 
the request, the municipality may negotiate the service contract with anv 
private vendor that meets the requirements specffied in the request fo·r 
proposals. 

Subd. 4. [SOURCES OF PAYMENT; COLLECTION PROCEDURE.] 
(a) For the payment of a service fee or other monetary obligation under an 
existing service contract or in anticipation of need under a future service 
contract, the mu'nicipality may: 

( 1) levy property taxes, impose rates ·and Charges, levy special assess
ments, and exercise aizy other revenue producing authority granted to it ·and 
apply public funds for the payment of thi service fee and any other monetary 
obligations under the .service, contract in the same manner. and subject to the 
same conditions and limitatio'ns, except as provided in section 5, that would 
apply 1f the related facilities were acquired, constructed, owned, and 
operated exclusively by the municipality; and 

(2) establish by ordinance, revise when considered advisable, and collect 
just and reasonable· rates and charges for the capital intensive public serv
ices provided under the service contract. The ordinance may obligate the 
owners, lessees, or occupants of property, or any or all of them, to pay 
charges for the capital intensive public services available for their proper
ties and may obligate the user of a related facility to pay a reasonable charge 
for the use of the relat~d facility. Rates and charges may take into account 
the character, kind, and quality of the capital intensive public service and all 
other factors that enter into the cost of the capital intensive public service, 
including but not limited to the service fee payable with respect to if, depre
ciation, and payment. of principal and interest on money borrowed for the 
acquisition or betterment of related facili1ies. 

(b) The rates and charges may be billed and collected in a manner the 
municipality shall determine consistent with this paragraph and other appli
cable lllw. On or before October 15 in each year, .the municipality shall 
certify to the county auditor all unpaid outstanding charges for services 
provided under the service contract and a statement of the description of the 
lands against which the charg_es arose. It is the duty of the county auditor. 
upon order of the gover,:iing body of the municipality, to extend the rates and 
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charxes with interest as provided j(Jr by ordinance upon the tax rolls of the 
county.for the taxes <f the year in which the rate or charge is filed. For each 
year ending October 15 the rates and charges with interest shall he carried 
irito the tax becoming due and payable in January of the following year, and 
shall be enforced and collected in the manner provicfrd for the e,~forcement 
and collection of real property taxes in accordance with the provisions of the 
laws of the state. The rates and charges, (!'not paid, shall become delinquent 
and be subject to the same penalties and the same rate of interesl as the taxes 
under the general laws of the state. All rates and charges shall he un!'jOrm in 
their application to use and service of the same character or quantity. 

( c) An ordinance estab/;shing rates and charges shall also establish a 
procedure by which a person obligated to pay the rates and charges may. 
each year at a public hearing held before August I of each year, protest the 
payment of the rates and charges on the grounds that services to be provided 
under the service contract are not available to the person. The services shall 
be deemed available for the property of the person {( the vendor agrees, and 
the related facilities have the capacity, to provide the services to the person 
as soon as the municipality or any other entity provides the property of the 
person with access to rhe services. Notice of the hearing shall he published at 
least 30 days prior to the hearing in an official newspaper in general cir
culation in the municipality. A person protesting the assessmel11 of rates and 
charges under this paragraph shall file the o~jection in writing with the 
municipality at least jive days prior to the hearing. Within ten days after the 
hearing. the municipality shall determine whether .rhe rates and charges 
were properly assessed. A person protesting the assessment of rates and 
charges may appeal the assessment, and a private vendor may appeal a 
reduction in rates and charges for any person, to the district court in the 
same manner as appeal Of other civil cases. RateS·and charges erroneously 
collected shall he refunded with the same rate r!f interest as taxes refunded 
with interest under the general la_Ws of this state. 

(d) A public hearing on the proposed ordinance shall be held prior to the 
meeting at which it is to be considered by rhe governing body of the munici
pality and after notice of the hearing has been published in the official news
paper of the municipality not less than ten days prior to the hearing, The 
notice shall state the subject matter and the general puipose of the proposed 
ordinance. 

Suhd. 5. [SALE OR LEASE OF EXISTING FACILITIES.[ For purposes 
of carrying out the service contract, the municipality may, in compliance 
with subdivision 3, sell or lease to the private vendor or any other munici
pality on terms and conditions as the municipality considers appropriate any 
existing related facilities, including land, mvned by the municipality. 

Subd. 6. [REMEDIES.] The municipality may provide that title to the 
faciliries shall vest in or revert to the municipality if the private vendor_ 
defaults under any specified provisions in the service contract. The munici
pality may acquire or reacquire any facilities and terminate the service con
tract in accordance with its terms notwithstanding thal the service contract 
may constitute an equitable mortgage. No lease of facilities hy the munici
pality to the private vendor is subject to the provisions of secrion 504.02, 
unless expressly so provided in the service contract. 

Subd. 7. rINTEREST IN THE RELATED FACILITIES.] The municipal-



89TH DAY] TUESDAY, MARCH I 8, I 986 5893 

ity may retain or acquire, on terms and conditions it considers appropriate, 
a present or future i1iterest in all or part of the relared fllcilities and grant. a 
mortgage or security interest in its interest in the relatedfacifitio. 

Subd. 8. [INTEREST IN THE PRIVATE VENDOR. I The mu11ici1,"li1,· 
may, on terms and conditions it considers approprime, acquire £111 intern! in 
the private vendor as a joint venturer, including a share in the rne1111e,\ 

derived from the related.facilities, and grant a security interest in ii.\ interest 
in the private vendor and such revenues. However, no municipofity or group 
of municipalities may have a controlling interest in the private 1·nu/or. 

Subd. 9. [USE OF BOND PROCEEDS. I The mu11icipality m<Lv i.1.1uc 
bonds and other obligations and apply their proceeds tmvard the payment <4' 
the costs of the related facilities in the same manner and subject to the same 
conditions and limitations that would apply (( the related facilities were 
acquired, constructed, owned, and operated exclusively by the municipality 
and for these purposes, related facilities shall he considered to he a pn~ject 
within the meaning qf"section 474.02, subdivision la. 

Subd. JO. [REQUIRED PUBLIC USE.] The mu11icipalitr muv agree, 
subject to any applicable state stattllory requirements as to designated use <4' 
the related facilities, that the sole and exclusive right to provide the capital 
intensive public services i,vithin its jurisdiction be assumed by the private 
vendor under the service contract and may require that any and all member., 
of the public within its jurisdiction use th~ services provided under the sel"l'
ice contract in the same manner and subject to the same limitations and 
conditions that would apply if the related facilities were acquired, con
structed, owned, and_operated exclusively by the municipality. 

Suh,f. JI. [CONDEMNATION POWERS. I The municipilfity muv exer
cise the right of eminent dqmain in the manner provided by chapter I 17, for 
the purpose of acquiring for itself or the private vendor any and all related 
facilities. If the related facilities are acquired for the private vendor, the 
service contract shall be for a term of at least jive years. 

Subd. 12. [CONTRACTOR'S BOND AND MECHANICS' LIENS. I The 
municipality may waive ·or require the furnishiflx qf a contractor's paymenl 
and performance bond of the kind described in section 574 .26 in ci:.H111ection 
\Vith the installation and construction o( any related facilities-:- ff the hand i., 
required, the provisions of chapter 514 relating to liens for labor and mate
rials are not _applicable. with respect IO work done or lahor or materials 
supplied for the related facilities. rr the hond is H'ai\'ed, the provisions qf 
chapter 514 apply with respect to work clone or _labor or materials supplied 
for the related facilities. 

Sec. 5. [471A.04] [LEVY LIMITS.l 

For purposes of applying sections 275 .50 lO 275 .56, any property wxes 
levied for the payment of the service fee shall he Treated a.\ a special levy 
under the provisions qf"_section _275 .50, to the same exte111 and .\uh.feet 10 the 
same limitations thal would app!_,, {l the capillll cost compo11ew qf the service 
fee represented principal and interest puy111e111s 011 bonded indebtedness of' 
the municipolity \Vithin the meo11ing of seuion 275.50 .. whdil'ision 5, clouse 
( e ), and !f the ha/a nee of the service fel' l"l'JHescmed O/ll-'rntion mu/ 11wi111e-
1w11ce e.,pc11scs for re/med fucilirics O\t'lled a11d OJJeratcc/ l'.rclw'l\'el_r In the 
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municipality. The provisions of section 275.11 and any levy limits imposed 
by home rule charter do not apply to taxes levied to pay the senice fee. 

Sec. 6. [471A.05] [EXEMPTION FROM PROPERTY TAXES.] 

ff the service contract provides thar property taxes imposed with re spec! to 
the related facilities are to be included in the service fee as pass-through 
costs, the municipality may apply to the commissioner of rn·enue for an 
exemption from property taxation of the related facilities. The property is 
exempt from ad valorem taxation, 1/ the commissioner of rei'enue determines 
that the related facilities serve the general public and that similar munici
pally-owned facilities are crempt from ad valorem property taxation. The 
commissioner of revenue must notify the assessor that the property is exempt 
from taxation. The exemption is only effective during the term of the serrice 
contract from and after the date of filing the certificate in the case of property 
taxes. The exemption is not effective with respect to any property taxes lei'ied 
or imposed but not collected prior to the date of approval of the exemption b\' 
the commissioner of revenue. · 

Sec. 7. [471A.06] [JOINT POWERS AGREEMENT.] 

Two or more municipalities may enter into joint powers agreements thn 
consider appropriate under the provisions of section 471.59 for purposes OJ 
exercising the powers granted in sections 2 to 13. 

Sec. 8. [471A.07] [STATE GRANTS AND LOANS.] 

On or before January 1, 1987, the pollution control agency shall submit to 
the legislature proposed legislation and draft implementing regulations pro
viding for /1) the use by the administrator of unrestricted funds to provide 
grants and lo'ans for related facilities that cons1itute ivasteu,'ater Ireatment 
facilities as defined by section 115. 71, subdivision 8, and (2) the use of such 
funding Qs a means of speeding construction of wasteivater treatment facili
ties and better targeting scarce unrestricted funds to help finance was1e
water treatment facilities (including reimbursement of munkipa/i1ies for a 
portion of the capital cost component in service contracts under capital cost 
component loans and capital cost comp0nent grants). 

Sec. 9. [471A.08] [HEARING.] 

Subdivision I. [PUBLIC HEARING REQUIRED.] Except as provided in 
subdivision 2, a municipality .shall, before entering into a service contract 
under sections 2 ro 13, conduct a public hearing on the proposal to provide 
specified capital intensive public services under sections 2 to 13. The hear
ing may be conducted either before or after the date on which any request for 
proposals is made under section 4, subdivision 3, clause (2). A notice of the 
hearing shall be published in the local official newspaper of the municipalitY 
no less than 15 and no more than 45 days prfor to the date set.for hearing and 
shall describe the general nature of the proposal. Any written il!formation 
developed for the proposal prior to the hearing shall be available to the 
public for inspection prior to the hearing. The hearing on the proposal shall 
be sufficient even though the site of the related facilities, the name of the 
private vendor, and the specific structure of the contra'ctu.al arrangements 
with the private vendor are not known at the time of the hearing. 

Subd. 2. [EXISTING CONTRACTS.] A municipa/if\• that emered into a 
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service comract prior to the effective date of sections 2. to 13 may exercise 
am· of the powers authorized by those sections withollt complying ll'ith sub
dl\Jision "/. 

Sec. 10. [47IA.09] [INVESTMENT OF FUNDS.] 

Any sums paid to the private i'endor under the senh:e colllract are not 
considered public funds and may be im·ested in any securities in _which the 
private vendor is authorized by law to·tm•est. 

Sec. II. [47 IA. IO] [PUBLIC EMPLOYEE LAWS; SALE OR LEASE 
OF EXISTING FACILITY.] . 

(a) Unless expressly provided therein, and e:u;ept as pr<!i'ided in this sec
. tion, no Mate law.- charter provision. or ordinatlCe of a municipality relating 
to public employees shall apply to a person solely by_ reason of that person's 
employment by a private wndor in connection with services rendered under 
a service contract. 

(b) A private vendor purchasing or leasing existing related facilities from 
a municipality shall recognize all e.rc~usive bargaining representatires and 
existing labor agreements and those .agreements shall remain in force until 
thev expire by their terms. Persons who are not employed by a municipality 
in a related facility at-the time of a lease or purchase of the facility by the 
private vendor are not ''public employees'' within the meaning of ihe public 
employees retirement act, chapter 353. Persons employed bra municipality 
in a related facility at the time of a lease or purchase of the facilit:c br a 
private vendor shall continue to be considered to be ·, 'public employees'' 
within the meaning of the public employees retirement act, chapter 353, but 
inay elect to terminate their participation in the public employees retirement 
association as provided in this section.· Each such employee may exercise the 
election annually on "/he anniversary of the person's initial ~mploymellf by 
the municipality. An einployee electing to terminate participation in the 
association is entitled to. benefits that the employee would be entitled ·to if 
terminating public employment and mily participate in a retirement program 
established by the private vendor. 

Sec. 12. [47IA.II] [REGULATION OF RATES AND CHARGES AND 
PUBLIC UTILITY LAWS.] . 

A municipality may regulate by ordinance, contract, or othenvise _the 
rates and charges imposed by the private vendor with respect to any capital 
intensive public services provided to the public under the_ service contract. 
Whether or not the· imposition of such rates and charges is so regulated, no 
capital intensive public services provided under the serl'ice contract are 
subject to regulation under the provisions of chapter 2168, unless the 
municipality elects to subject the services to regulation under that--chapter. 
An election for regulation may be affected by resolution ·of the governing 
body of the municipality requesting regulation and filing the resolution with 
the state public utilities commission. 

Sec. 13. [471A.12] [POWERS; ADDITIONAL AND SUPPLEMENTAL.] 

The powers conferred by sections 2 to 13 shall be liberally construed in 
Order to accomplish their purposes and shall be in addition and supplemental 
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to the powers conferred by any other law or charter. ff any other law or 
charter is inconsistent with sections 2 to 13, these s'ections are controlling as 
to service contracts entered into under sections 2 to 13. However, nothing 'in 
sections 2 to 13 limits or qualifies (I) any other law that a municipality must 
comply with to obtain any permit in connection with related facilities. (2) any 
performance standard or efjluent limitations applicable to related facilities, 
or ( 3) the provisions of any law relating to conflict of interest. 

Sec. 14. Minnesota Statutes 1984, section 474.02, is amended by adding a 
subdivision to read: 

Subd. I h. The term "project" shall also include related facilities as 
defined by section 3, subdivision 11. 

Sec. 15. [EFFECTIVE DATE.] 

Article 4 is effective the day following Jina/ enactment." 

Delete the title and insert: 

"A bill for an act relating to local government financing; allocating 
issuance authority for ob]igations subject to a federal volume limitation act; 
authorizing issuance of bonds; giving local .gover_nments certain powers; 
prescribing pollution control agency procedures; providing for wastewater 
treatment control; amending Minnesota Statutes 1984, sections 115.07, sub
division I; I 15A.14, subdivision 4; 124.214, by adding a subdivision; 
273. 1314, by adding a subdivision; 273. 73, subdivision IO; 273. 75, subdi
vision 2; 273.77; 298.2211, subdivision I; 412.301; 429.091, subdivision 8; 
430. 12; 459.35; 462.556; 462A.03, subdivision 13; 462C.02, subdivision 6; 
462C.06; 462C.07, subdivision I; 471.59, subdivision 11; 472.09, subdivi
sion 8; 474.01, subdivisions 6 and 7b; 474.02, by adding a subdivision; 
475.55, subdivision I, and by adding a subdivision; 475. 77; Minnesota Stat
utes 1985 Supplement, sections 273. 1314, subdivision 16a; 273.75, subdi
vision 4; 458.1941; 462.445, subdivision 13; 475.56; 475.60, subdivision 2; 
proposing coding for new law in Minnesota Statutes, chapters 115, I 16, 
297A, 340A, and 475; proposing coding for new law as Minnesota Statutes, 
chapters 471A, 474A; repealing Minnesota Statutes 1984, sections 462C.09, 
subdivision 4; 474.16, subdivisions I, 2, and 5; 474.21; 474.25; Minnesota 
Statutes 1985 Supplement, sections I 16J.58, subdivision 4; 462C.09, sub
divisions I, 2a, 3, 5, and 6; 474.16, subdivisions 3, 6, 7, 8, 9, 10, 11, 12, I 3, 
14, and I 5; 474.17; 474. 19; 474.20; 474.23; and 474.26." 

We request adoption of this report and repassage of the bill. 

House Conferees: (Signed) William H. Schreiber, John E. Brandl, John 
D. Tomlinson, Don J. Valento, Terry M. Dempsey 

Senate Conferees: (Signed) Lawrence J. Pogemiller, Don Frank, Gen 
Olson, Douglas J. Johnson, Michael 0. Freeman 

Mr. Pogemiller moved that the foregoing recommendations and Confer
ence Committee Report on H.F. No. 2287 be now adopted, and that the bill 
be repassed as amended by the Conference Committee. The motion pre
vailed. So the recommendations and Conference Committee Report were 
adopted. 

H.F. No. 2287 was read the third time, as amended by the Conference 
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Committee, and placed on its repassage. 

The question was taken on the repassage of the bill, as amended by the 
Conference Committee. 

The roll was called, and there were yeas 58 and nays 0, as follows: 

Those who voted in the affirmative were: 

Adkins· 
Anderson 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brataas 
Chmielewski 
Dahl 
Davis 

DeCramer 
Dicklich 
Diessner 
Dieterich 
Frank 
Frederick 
Frederickson 
Freeman 
Hughes 
Isackson 

Johnson, D.E. 
Jude 

Kamrath 
Kroening 
Krone bu sch 
Laidig 
Langseth 
Lantry 
Lessard 
Luther 
McQuaid 
Mehrkens 
Merriam 
Moe. D.M. 

Novak 
Ohan 
Pehler 
Peterson, C. C. 
Peter~on, D _ C. 
Peter~on, D. L 
Peterson, R. W. 
Petty 
Pogemiller 
Purfeerst 
Ramstad 

' Reichgott 

Renneke 
Sieloff 
Spear 
Storm 
Stumpf 
Taylor 
Vega 

. Waldorf 
Wegscheid 
Willet 

So the bill, as amended by the Conference Committee, was repassed and 
its title was agreed to. 

MEMBERS EXCUSED 

On March 13, 1986, Ms. Reichgott moved to be excused from voting from 
9: 15 to 9:45 p. m. pursuant to Senate Rule 5. The motion was made pursuant 
to the wrong rule. The appropriate motion was to be excused pursuant to the 
conflict of interest provisions of Rule 22. This statement is to correct the 
record to reflect that the absence was unexcused. 

MESSAGES FROM THE HOUSE · CONTINUED 

Mr. President: 

I have the honor to announce that the House has adopted the recommen
dation and report of the Conference Committee on House File No. 1824, and 
repassed said bill in accordance with the report of the Committee, so 
adopted. 

House File No. 1824 is herewith transmitted to the Senate. 

Edward A. Burdick, Chief Clerk. House of Representatives 

Transmitted March I 7, 1986 

CONFERENCE COMMITTEE REPORT ON H.F. NO. 1824 

A bill for an act relating to statutes; adopting as amended a gender neutral 
revision of Minnesota Statutes; providing for no substantive change; granting 
certain editorial authority to the revisor of statutes; amending Minnesota 
Statutes 1984, sections 3C. 10, subdivision I; and 645.44, by adding a sub
division; proposing coding for new law in Minnesota Statutes, chapter 645. 

March 14, 1986 

The Honorable David M. Jennings 
Speaker of the House of Representatives 
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The Honorable Jerome M. Hughes 
President of the Senate 

[89TH DAY 

We, the undersigned conferees for H.F. No. 1824, report that we have 
agreed upon the items in dispute and recommend as follows: 

That the Senate recede from its amendment and that H.F. No. 1824 be 
further amended as follows: 

Pages I and 2, delete section 4 

Page 4, delete section 11 

Page 4, after line 9, insert: 

"Sec. ___ [AMENDMENT; VOLUME 8.] 

Volume 8 of the Gender Revision of /986 as adopted under section I is 
amended as follows: 

Page 370, line 48, delete "sexual capacity" and insert "virility" 

Renumber the sections in sequence 

Amend the title as follows: 

Page I, line 7, after "subdivision" delete the rest of the line 

Page I, line 8, delete everything before the period 

We request adoption of this report and repassage of the bill. 

House Conferees: (Signed) David T. Bishop, Pat Piper, Gordon Backlund 

Senate Conferees: (Signed) Ember D. Reichgott, Marilyn M. Lantry, 
Lawrence J. Pogemiller 

Ms. Reichgott moved that the foregoing recommendations and Conference 
Committee Report on H.F. No. I 824 be now adopted, and that the bill be 
repassed as amended by the Conference Committee. The motion prevailed. 
So the recommendations and Conference Committee Report were adopted. 

H.F. No. 1824: A bill for an act relating to statutes; adopting as amended a 
gender neutral revision of Minnesota Statutes; providing for no substantive 
change; granting certain editorial authority to the revisor of statutes; amend
ing Minnesota Statutes 1984, sections 3C. 10, subdivision I; and 645.44, by 
adding a subdivision. 

Was read the third time, as amended by the Conference Committee, and 
placed on its repassage. 

The question was taken on the repassage of the bill, as amended by the 
Conference Committee. 

The roll was called, and there were yeas 51 and nays I 0, as follows: 

Those who voted in the affirmative were: 
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Belanger Dieterich Kroening Peterson, C.C. Spear 
Benson Frank Kronebusch Peterson. D.C. Storm 
Berg Frederick Laidig Peterson, D.L. Taylor 

· Berglin Frederickson Langseth Peterson, R. W. Vega 
Bernhagen Freeman Lantry Petty Waldorf 
Brataas Hughes Luther Pogemiller Wegscheid 
Dahl Johnson, D.E. Mehrkens Ramstad Willet 
Davis Johnson, DJ. Merriam Reichgott 
DeCramer Jude Novak Renneke 
Dicklich Kamrath Olson Schmitz 
Diessner Knaak Pehler Sieloff 

Those who voted in the negative were: 

Adkins Bertram Gustafson Lessard Samuelson 
Anderson Chmielewski Isackson Purfeerst Stumpf 

So the bill, as amended by the Conference Committee, was repassed and 
its title was agreed to. 

RECONSIDERATION 

Mr. Petty moved that S.F. No. 2102 be taken from the table. The motion 
prevailed. 

Mr. Wegscheid moved that the vote whereby the motion to concur in the 
amendments by the House to S.F. No. 2102 was not adopted by the Senate on 
March 17, 1986, be now reconsidered. The motion prevailed. 

S.F. No. 2102: A bill for an act relating to marriage dissolution and legal 
separation; requiring appointment of guardians ad !item in certain child cus
tody proceedings; amending Minnesota Statutes 1984, section 518.165. 

Mr. Petty moved that S.F. No. 2102 be laid on the table. The motion 
prevailed. 

MOTIONS AND RESOLUTIONS - CONTINUED 

Mr. Chmielewski moved that .his name be stricken and the name of Mr. 
Wegscheid be added as chief author to S.F. No. 2114. The motion prevailed. 

Mr. Stumpf moved that the name of Mr. Davis be added as a co-author to 
S.F. No. 1290. The motion prevailed. 

Mrs. McQuaid introduced-

Senate Resolution No. 130: A Senate resolution congratulating the Orioles 
girls basketball team from St. Louis Park High School for winning the 1986 
Class AA Girls State High School Basketball Championship. 

Referred to the Committee on Rules and Administration. 

Without objection, the Senate reverted to the Orders of Business of Mes
sages From the House and First Reading of House Bills. 

MESSAGES FROM THE HOUSE 

Mr. President: 

1 have the honor to announce the passage by the House of the following 
House File, herewith transmitted: H.F. No. 1894. 

Edward A. Burdick, Chief Clerk. House of Representatives 

Transmitted March 17. 1986 
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FIRST READING OF HOUSE BILLS 

The following bill was read the first time. 

[89TH DAY 

H.F. No. 1894: A bill for. an act relating to environment; providing terms 
and conditions for the administration of wastewater treatment plant" co_n
struction grants and loans; requiring a hazardous waste permit; amending 
Minnesota Statutes I 984, sections I 15.07, subdivision I; 115A.14, subdivi
sion 4; proposing coding for new law in Minnesota Statutes, chapters 115 and 
I 16. 

Mr. Davis moved that H.F. No. 1894 be laid on the table. The motion 
prevailed. 

MESSAGES FROM THE HOUSE - CONTINUED 

Mr. President: 

I have the honor to announce that the House has adopted the recommen
dation and report of the Conference Committee on House File No. 2331, and 
repassed said bill in accordance with the report of the Committee, so 
adopted. 

House File No. 2331 is herewith transmitted to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted March 17, 1986 

CONFERENCE COMMITTEE REPORT ON H.F. NO. 2331 

A bill for an act relating to taxation; providing for the taxation of lawful 
gambling; providing for identification cards for employees of distributors of 
gambling equipment; providing for the registration of manufacturers of gam
bling equipment; providing for maximum prizes for pull-tabs; allowing local 
investigation fees; making unlicensed wholesaling of gambling equipment a 
felony; regulating off-track betting; exempting certain lawful gambling from 
licensing and taxation; providing for notification to town boards- of license 
applications; providing a penalty; amending Minnesota Statutes I 984, sec
tions 240.25, subdivision 2; 240.26, subdivisions I a_nd 2; 349.12, by adding 
a subdivision; 349.161, by adding subdivisions; 349.19, subdivision 5; 
349.211, by adding a subdivision; 349.212, by adding a subdivision; 
349.213, subdivision 2; 349.214, subdivision 2, and by adding a subdivision; 
349.22; 349.31, subdivision I; and 609. 761; Minnesota Statutes 1985 Sup
plement, section 349.212, subdivision I; proposing coding for new law in 
Minnesota Statutes, chapter 349. 

The Honorable David M. Jennings 
Speaker of the House of Representatives 

The Honorable Jerome M. Hughes 
President of the Senate 

March 17, 1986 

We, the undersigned conferees for H.F. No. 2331, report that we have 
agreed upon the items in dispute and recommend as follows: 

That the Senate recede from its amendments and that H.F. No. 2331 be 
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further amended as follows: 

Delete everything after the enacting clause and insert: 

"Section I. Minnesota Statutes 1984, section 240.25, subdivision 2, is 
amended to read: 

Subd. 2. [OFF-TRACK BETS.] No person may, as jlllft ef ll!l e,gani,ee 
eea,a,e,eial aeti,·it;·, f>1aee e, aeeei,t a bet elf Ike premises ef. a lieensee 
raeetFaek ffif tielivery ts a lieeRse6 raeet'F.aek shall: 

(I) for a fee, directly or indirectly, accept anything of value from another 
to be transmitted or delivered for wager in any licensed pari-mutuel system 
of wagering on horse races, or for a fee deliver anything of value which has 
been received outside of the enclosure ofa licensed racetrack holding a race 
meet licensed under this chapter, to be placed as wagers in the pari-mutuel 
system of wagering on horse· racing within the enclosure; or · 

(2]' give anything of value to be transmitted or delivered-for wager in any 
licensed pari-mutuel system of wagering on horse races to another who 
charges afee, directly or indirectly, for the transmission or delivery. 

Sec. 2. Minnesota Statutes 1984, section 240.26, subdivision I, is 
amended to read: 

Subdivision I. [FELONIES.] A violation of the prohibition against 
accepting a bet in section 240, 25, sHBEfrvisieRs subdivisfon I ftft6. ~. a vfola
tion of section 240.25, subdivision 2, clause(]), and a violation of section 
240.25, subdivisions 3, 4, and 7 is a felony. 

Sec. 3. Minnesota Statutes 1984, section 240.26, subdivision 2, is 
amended to read: 

Subd. 2. [GROSS MISDEMEANORS.] A violation of the prohibition 
against placing a bet in section 240.25, suladi'.'isieas subdivision I t>Hti ±, a 
violation of section 240.25, subdivision 2, clause (2), and a violation of sec
tion 240.25, subdi~isions 5 and 6, is a gross misdemeanor. 

Sec. 4. Minnesota Statutes I 984, section 349. I 2, subdivision 13, is 
amended to read: 

Subd. 13. "Profit" means the gross receipts collected from lawful gam
bling, less reasonable sums necessarily and actually expended for gamlaling 
supplies aftfl •~uipmenl, prizes, rent, t>Hti utilities ttSea attfiftg Ike gamlaling 
eecasieHS, c0m13eHsati0n pate ~ ftlembeFs fet: eenElucting gaffll:iliAK, and 
taxes imposed by this chapter, t>Hti maintenanee ef <le¥iees ttSea ift lawful 
gaa,laling. 

Sec. 5. Minnesota Statutes 1984, section 349.12, subdivision 17, is 
amended to read: 

Subd. 17. "Distributor" is a person who sells gambling equipment he 
manufactures or purchases for resale within the state. 

Sec. 6. Minnesota Statutes 1984, section 349.12, is amended by adding a 
subdivision to read: 

Subd. 18. [DEAL.] "Deal" means each separate package, or series of 
packilges, consisting of one game of pull-tabs with the same seria/. number 
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purchased from a distributor. 

Sec. 7. Minnesota Statutes 1984, section 349.15, is amended to read: 

349.15 [USE OF PROFITS.] 

Profits from lawful gambling may be expended only for lawful purposes or 
expenses as authorized at a regular meeting of the conducting organization. 
Provided that no more than 50 percent of gross receipts from b;ngo, and no 
more than 40 percent for other forms of lawful gambling, may be expended 
for necessary expenses related to lawful gambling. The board shall provide 
by rule for the administration of this section, including specifying allowable 
expenses. The rules may provide a· maximum percentage of gross receipts 
which may be expended for certain expenses. 

Sec. 8. Minnesota Statutes 1984, section 349.151, subdivision 2, is 
amended to read: 

Subd. 2. [MEMBERSHIP.] The board consists of 13 members appointed 
as follows: 

(I) eleven persons appointed by the governor with the advice and consent 
of the senate, at least four of whom must reside outside of the seven-county 
metropolitan area; 

(2) the commissioner of public safety or his designee; and 

(3) the attorney general or his designee. 

A member serving on the board by appointment must have been a resident 
of Minnesota for at least five years. Of the appointees of the governor not 
more than six may belong to the same political party. A member appointed to 
the board may be removed at any time by the appointing authority. Vacancies 
on the board are filled in the same manner as the original appointment. Of the 
members appointed by the governor, three are for terms expiring June 30, 
1985, four are for terms expiring June 30, I 986, and four are for terms 
expiring June 30, 1987. After the expiration of the initial terms, appoint
ments are for three years. The governor shall appoint the chairperson from 
among his appointees. 

Sec. 9. Minnesota Statutes 1984. section 349.151, subdivision 4, is 
amended to read: 

Subd. 4. [POWERS AND DUTIES.] The board has the following powers 
and dµties: 

(I) to issue, revoke, and suspend licenses to organizations aRfl surriieFS, 
distributors, and manufacturers under sections 349. 16 aflfl. 349. I 61, and 
section I 5; 

(2) to collect and deposit license fees and taxes due under this chapter; 

(3) to receive reports required by this chapter and inspect 1he records, 
books, and other documents of organizations and suppliers to insure compli
ance with all applicable laws and rules; 

(4) to make rules, including emergency rules, required by this chapter; 

(5) to register gambling equipment and issue registration stamps under 
sec lion 349. I 62; 
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(6) to provide by rule for the mandatory posting by organizations conduct
ing lawful gambling of rules of play and the odds and/or house percentage on 
each form of lawful gambling; allti 

(7) to report annually to the governor and legislature on its activities and on 
recommended changes in the laws governing charitable gambling; and 

(8) impose civil penal(ies of not more than $500 per violation on organi
zations, distributors, and manufacturers for failure to i.·omply with any pro
vision of sections 349.12 to 349.23 or any rule of the board. 

Sec. IO. Minnesota Statutes 1984, section 349. 16, subdivision 3, is 
amended to read: 

Subd. 3. [FEES.] The board shall by rule establish a schedule of fees for 
licenses under this section. The schedule must establish tflfee four classes of 
license, authorizing all forms of lawful gambling, all forms except bingo, 
raffles only. and bingo only. 

Sec. 11. Minnesota Statutes 1984, section 349. 16, is amended by adding a 
subdivision to read: 

Subd. 4. [LOCAL INVESTIGATION FEE.] A statutory or home rule 
charter city or county notified under section 349.213, subdivision 2, may 
assess an investigation fee on organizations applying for or renewing a 
license to conduct lawful gambling. An investigation fee may not exceed the 
following limits: 

(I) for cities of the first class, $500; 

(2)jor cities of the second class, $250; and 

(3)for all other cities and counties, $JOO. 

Sec. 12. Minnesota Statutes 1984, section 349.161, subdivision !, is 
amended to read: 

Subdivision I. [PROHIBITED ACTS; LICENSES REQUIRED.] No per
son may: 

(I) sell, offer for sale, or furnish gambling equipment for use within the 
state for gambling purposes, other than for 1>iffge lauful gambling exempt 
from licensing under section J4Q.:-l-9. 349.214, except to an organization 
licensed for lawful gambling; or 

(2) sell, offer for sale, or furnish gambling equipment to an organization 
licensed for lawful gambling without having obtained a distributor license 
under this section. 

No licensed organization may purchase gambling equipment from any 
person not licensed as a distributor under this section. 

Sec. 13. Minnesota Statutes I 984, section 349. I 6 I, is amended by adding 
a subdivision to read: 

Subd. 8. [EMPLOYEES OF DISTRIBUTORS.\ Licensed distribwors 
shallprovide the board upon request 1vith the names and business addresses 
of all employees. Each person eligible to conduct sales on behalf of a dis' 
trihutor must have in possession a picture ident(fication card approved by 
the board. 
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Sec. 14. Minnesota Statutes 1984, section 349.162, is amended to read: 

349.162 [EQUIPMENT REGISTERED.] 

Subdivision I. [STAMP REQUIRED.] A distributor may not sell to an 
organization and an organization may not purchase from a distributor gam
bling equipment unless the equipment has been registered with the board and 
has a registration stamp affixed. The board may shall charge a fee of "I' le '8 
five cents for each stamp. Each stamp must bear a registration number 
assigned by the board.- A distributor is entitled to a refund for unused stamps 
and replacement for stamps which are defective or canceled by the 
distributor. 

Subd. 2. [RECORDS REQUIRED.] A distributor must maintain a record 
of all gambling equipment which it sells to organizations. The record must 
include: 

(I) the identity of the person or firm from whom the equipment was pur
chased; 

(2) the registration number of the equipment; 

(3) the name and address of the organization to which the sale was made; 
and 

(4) the date of the sale. 

The fe€0ffi invoice for each sale must be retained for at least tftfee yea-FS 
one year after the sale is completed and a copy of the invoice is delivered to 
the board. For purposes of this section, a sale is completed when the gam
bling equipment is physically delivered to the purchaser. 

Each distributor must report monthly to the board, eH in a form the board 
prescribes, its sales of each type of gambling equipment. Employees of the 
board may inspect the books, records, and other documents of a distributor at 
any reasonable time without notice and without a search warrant. 

Sttb&.- :.C [SALeS FRGM FACILITie:S.] AH gamllliRg e~aipmeRt jffif
eltttsed by a lieeRsed distrillater fer resale in MiRReseta IHtt5l !'fier le its 
res-ale be uAleaEled tA-te -a faetl.tty -1-ee-ated- fH MiAAcsela Wlli€fl the distriButor 
6-WftS -0f lea-ses--,-

Su bd. 3. [EXEMPTION.] For purposes of this section, bingo rnrds 
intended to be used for more than one game need not he registered. 

Sec. 15. [349. I 63] [REGISTRATION OF MANUFACTURERS.] 

Subdivision I. [REGISTRATION.] No manufacturer of gambling equip
ment may sell any gambling equipment to any person unless the manufac
turer has registered with the board and has been issued a cert{ffr·ate of 
registration. 

Subd: 2. [CERTIFICATE; FEE. I A certijicate under this section is valid 
for one year. The annual fee for registration is $500. 

Subd. 3. [PROHIBITED SALES.] A manufacturer may not sell gambling 
equipment to any person not licensed as a distribwor unless the manufac
turer is also a licensed distributor. 

Sec. 16. Minnesota Statutes 1984. section 349.17, is amended by adding a 
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subdivision to read: 

Subd 2a. [DISTRIBUTOR LICENSE EXEMPTION FOR LESSOR.] As 
part of a lease agreement on a leased bingo premises, the lessor may furnish 
bingo equipment without being a licensed distributor. 

Sec. 17. (349.171] [CERTAIN SIGNS PROHIBITED.] 

No organization may post on the premises where it conducts /m1,ful gam
bling any sign which states directly or indirectly that all of the receipts from 
the lawfu/xambling it conducts are used for charitable purposes. 

Sec. 18. Minnesota Statutes 1984, section 349.18, subdivision 2, is 
amended to read: · 

Subd. 2. [EXCEPTIONS.] (a) A licensed organization may conduct raf
fles on a premise it does not own or lease. 

(b) A licensed organization may with the permission of the board, conduct 
bingo On premises it does not own or lease for up to six days in a calendar 
year, in connection with a county fair or civil celebration. 

(c) A licensed organization may, afrer compliance with section 349.213, 
conduct lawful gambling on premises other than the organization's /ice,ued 
premise for One day per year for not mare than 12 hours that day. A lease for 
that time period for the exempted premises must accompany the request to 
the board. 

Sec. 19. Minnesota Statutes 1984. section 349.19. subdivision 5, is 
amended to read: 

Subd. 5. [REPORTS.] A licensed organization must report to the board 
and to its membership monthly, or quarterly in the case of a licensed orian
ization which does not report more than $1,000 in gross receipts from [a»,ful 
gambling in any calendar quarter, on its gross receipts, expenses, profits, 
and expenditure of profits from lawful gambling. lf the organization conducts 
both bingo and other forms of lawful gambling, t_he figures for both must be 
reported separately. In addition, a licensed organization must report to the 
board monthly on its purchases of gambling equipment and must include the 
type, quantity, and dollar amount from each supplier separately. The reports 
must be on a form the board presc_ribes. 

Sec. 20. Minnesota Statutes 1984, section 349.19, subdivision 6, is 
amended to read: 

Subd. 6. [PRESERVATION OF RECORDS.] The board may require that 
records required to be kept by this section must be preserved by a licensed 
organhation for at least three- two years and may be inspected by employees 
of the board at any reasonable time with~ut notice or a search warrant. 

Sec. 21. Minnesota Statutes 1984, section 349.211, is amended by adding 
a subdivision to read: 

Suhd. 2a. (PULL-TAB PRIZES.] The maximum prize which 11wv he 
awarded for any single pull-tab is $250. An organization may not sell any 
pull-tab for more than $2. 

Sec. 22. Minnesota Statutes 1985 Supplement, section 349.212, subdivi
sion I, is amended to read: 
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Subdivision I. [RATE.] There is hereby imposed a tax on all lawful gam
bling, other than pull-tabs, conducted by organizations licensed by the board 
at the rate specified in this subdivision. The tax imposed by this ~ 
subdivision is in lieu of the tax imposed by section 297A.02 and of all local 
taxes and license fees except a fee authorized under section 349.213, sub
division 3. 

On all lawful gambling, other than pull-tabs, the tax is ten percent of the 
gross receipts of a licensed organization from lawful gambling less prizes 
actually paid out, payable by the organization. 

Sec. 23. Minnesota Statutes 1984, section 349.212, is amended by adding 
a subdivision to read: 

Subd. 4. I PULL-TAB TAX.] There is imposed a tax on the sale of each 
deal of pull-tabs sold by a licensed distributor to a licensed organization, or 
to an organization holding an exemption identification number. The rate of 
the tax is ten percent of the face resale value of all the pull-tabs in each deal 
less the total prizes which may be. paid out on all the pull-tabs in rhal deal. 
The tax is payable to the commissioner of revenue in the manner prescribed 
in section 24 and the rules of the commissioner. The commissioner shall pay 
the proceeds of the tax to the state tr'easurer for deposit in the general fund. 
The sales tax imposed by chapter 297 A on the sale of the pull-tabs by the 
licensed distributor to an organization is imposed on the retail sales price 
less the tax imposed by this subdivision. The retail sale of pull-tabs by the 
organization is exempt from taxes imposed by chapter 297 A if the tax 
imposed by this subdivision has been paid and is exempt from all local taxes 
and license fees except a fee authorized under section 349 .213, subdivision 
3. 

Sec. 24. [349.2121] [PULL-TAB TAX; COLLECTION.] 

Subdivision /. [APPLICATION AND ISSUANCE.] Every distributor 
licensed by the board who sells pull-tabs to organizations authorized to sell 
pull-tabs under this chapter must file with the commissioner of revenue an 
application, on a form the commissioner prescribes, for a gambling tax 
identification number and gambling tax permit. The commissioner, when 
satisfied that the applicant has a valid license from the board, shall issue the 
applicant a permit and number. A permit is not assignable and is valid only 
for the distributor in whose name it is issued. 

Subd. 2. [RECORDS.] The commissioner may by rule require a licensed 
distributor holding a permit under this section to keep such books, papers, 
documents, and rei:ords as the commissioner ·deems nn·essary to the 
enforcement of this chapter. The commis.<;ioner may examine, or-cause to be 
examined, any books, papers, records, or other documents relevant to mak
ing a determination, whether they are in the possession of a distributor or 
another person or corporation. The commissioner may require the atten
dance of any persons having knowledge or information in the premises, to 
compel the production of books, papers, records, or memoranda by persons 
so required to attend, to take testimony on matters material to d determina
tion, mu/ to administer oaths or affirmations. 

Subd. 3. [SUSPENSION, REVOCATION.] The commissioner, after 
notice and hearinK, may for reusmwhle cause revoke or SUS/Jl'IUI a permit 
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held ·by a distributor. A notice must be sent to the distributor at least 30 days 
before the hearing·and give notice of the time and place of.the hearing, must 
give the reasonfdr the proposed suspension or revocation, and must require 
the distributor show cause why the proposed action should not be.taken. The 
notice may be served personally or by mail in the manner prescribed for 
service of notice of a deficiency. The commissioner may not issue a new 
permit after revocation except upon application accompanied by reasonable 
evidence· of the intention of the applicant to comply with all applicable laws 
and rules. The commissioner may condition the issuance of a new permit to 
the applicant on the supplying of security in addition to that authorized by 
subdivision 2 as is reasonably necessary to ensure compliance with all 
applicable laws and rules. 

Subd. 4. [COLLECTION.] The tax imposed hy section 349.2/2, subdii·i
sion 4, for each taxable sale is dUe and payable to the commissioner monthly 
on or before the 25th day of the month succeeding the month in which the 
taxable sale was made. 

Subd. 5. [INFORMATION CONFIDENTIAL.] Neither the commissioner 
nor any other public official or employee may divulge or otherwise make 
known in any manner any par,;culars disdo.,·ed in any report or return 
required by this section, or. any information concerning the affairs of the 
distributor making the return acquired from its records, officers, or 
employees while examining or auditing under the authority of this chapter, 
except in connection with a proceeding involving taxes due under this 
chapter. Nothing herein prohibits the commissioner from publishing statis
tics· so classified as not to disclose the identity of particular returns or 
reports and their contents. Any person violating the provisions of this sec
tion is guilty of a gross misdemeanor. 

Notwithstanding the provisions of this· section, the commissioner may fur
nish information on a reciprocal basis to the taxing officials of another state 
or the board in order to implement the purposes of this chapter. 

In order to facilitate processing iJf returns and payments of taxes required 
by thfs chapter, the commissioner may -contract with outside vendors and 
may disclose private and nonpublic data to 'lhe vendor. The dala disclosed 
must be administered by the vendor consistent with this section. 

Subd. 6. [COLLECTIONS; CIVIL PENALTIES.] The provisions of" 
chapter 297A relating to the commissioner's aulhority lo audit, assess, and 
collect the tax imposed hy that chapter apply to the tax, penalties and interesl 
imposed by section 349.212, subdivision 4. The commissioner shall impose 
civil penalties for violation of this section as provided in chapter 297 A, and 
the additional tax and penalties are subject to interest at the rate provided in 
section 270. 75. 

Subd. 7. [RULES.] The commissioner shall adopt rules, including emer
gency rules, for the administration and enforcement of this section and sec
tion 349.212, subdivision 4. 

Sec. 25. Minnesota Statutes 1984, section 349.213, is amended to read: 

Subdivision I. [LOCAL REGULATION.] A statutory or home rule city or 
county has the authority to adopt more stringent regulation of any form of 
lawful gambling within its jurisdiction, including the prohibition of any form 
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of lawful gambling, and may require a permit for the conduct of gambling 
exempt from licensing under section 349.214. The fee for a permit issued 
under this subdivision may not exceed $100. The authority granted by this 
subdivision does not include the authority to require a license. or permit to 
conduct gambling by organizations or sales by distributors licenSed by the 
board. 

Subd. 2. [LOCAL APPROV ALJ Before issuing or renewing an organi
zation license, the board must notify the city council of the statutory or home 
rule city in which the organization's premises are located or, if the premises 
are located outside a city, by the county board of the county and the town 
board of the town where the premises are located. If the city council or 
county board adopts a resolution disapproving the license and so informs the 
board within 30 days of receiving notice of the license, the license may not be 
issued or renewed. 

Sec. 26. Minnesota Statutes 1984, section 349.214, subdivision 2, ,s 
amended to read: 

Subd. 2. [RAFFLE:S LAWFUL GAMBLING.] (a) Raffles may be con
ducted by an organization as defined in section 349.12, subdivision H 12, 
without complying with sections 349.11 to 349./4 and 349.151 to 349.213 if 
the value of all raffle prizes awarded by the organization in a calendar year 
does not exceed $750. 

(b) Lawful gambling may be conducted by an organization as defined in 
section 349.12, subdivision 12, u:ithout complying with sections 349.11 to 
349.14 and 349.151 to 349.212 if: 

( 1) the organization conducts Lawful gambling on five or fewer days in a 
calendar year; 

(2) the organization does not award more than $50,000 in prizes/or Lau:f'ul 
gambling in a calendar year; 

(3) the organization not(fies the board in writing not less than 30 days 
before each lawful gambling occasion of th(! date and location of the occa
sion, the types of lawful gambling to be .conducted, the prizes to be awarded, 
and receives an exemption idenrification number; 

(4) the organization notifies the local government unit JO days before the 
Lawful gambhng occasion; 

(5) the organization purchases all gambling equipment and supplies from 
a licensed distributor; and 

(6) the organization reports to the board, on a single page form prescribed 
by the board, within 30 days of each gambling occasion, the gross receipts, 
prizes, expenses, expenditures of net pro_f;ts from the occasion, and the 
identification of the licensed distributor from whom aLI gambling equipmem 
was purchased. 

(c) ff the oiganizationfails to file a timely report as requ_ired by paragraph 
(b). clause (3) or /6), a $250 penalty is imposed on the organization. Failure 
to file a timely report does not disqualify the organization as exempt under 
this paragraph if a report is subsequently filed and the penalty paid. 

(d) Merchandise prizes mu~t be valued at-their fair market value. 
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Sec. 27. Minnesota Statutes- 1984, section 349.214, is amended by adding 
a subdivision to read: 

Subd. 4. [TAXATION.] An organizalion's receipls/rom lawful gambling 
that is exempt from licensing under this section is not su~ject lo the rax 
imposed by sec/ion 297 A .02 or 349.212. 

Sec. 28. Minnesota Statutes 1984, section 349.31, subdivision L is 
amended to read: 

Subdivision I. [INTENTIONAL POSSESSION; WILLFUL KEEPING.] 
The intentional possession or willful "keeping_ of a gambling device on a 
l"icensed premises is cause for the revocation of any license under which the 
licensed business is car'ried on upon the premises where the gambling device 
is found, provided that possession of gambling equipment as defined in sec
tion 349.12, subdivision 17, which is used for lawful gamblini; licen .. ea by 
the claaritalJle gaH10!ing €6fttfel BOOffl aulhorized by !his chap/er, and the 
manufacture of gambling devices· for use in jurisdictions where use of the 
gambling device is legal as provided for by section 349.40 shall not be cause 
for revocation of a license. 

Sec. 29. Minnesota Statutes 1984, section 609.75, subdivision 3, is 
amended to read: 

Subd. 3. [WHAT ARE NOT BETS.] The following are not bets: 

(I) A contract to insure, indemnify, guarantee or otherwise compensate 
another for a harm or loss sustained, even though the loss depends. upon 
chance. 

(2) A contract for the purchase or sale at a future date of securities or other 
commodities. 

(3) Offers of purses, prizes or premiums to the actual contestants in any 
bona fide contest for the determination of skill. speed. strength, endurance, 
or quality or to the bona fide owners of animals o_r other property entered in 
such a contest. 

(4) The ·game of bingo when conducted in compliance with sections 
349.11 to 349.23. 

(5) A private social bet not part of or incidental to organized, commercial
ized .. or systematic gambling. 

(6) The operation of equipment or the conduct of a raffle under sections 
349.11 to 349.22, by an organization licensed by the charitable gambling 
control board or an or?,anization exempt from ficensinf!, under· secthm 
349.214. · 

(7) Pari-mutucl betting on horse racing when the betting is conducted 
under chapter 240. 

Sec: 30. Minnesota Statutes ·I 984, section 609. 76 I, is amended to read: 

609.761 [OPERATIONS PERMITTED J 

Notwithstanding sections 609.755 and 609.76, an organization may con
duct lawful gambling as defined in section· 349.12. if lieett.;ed by the €fltlft
tal,lc ga,.,l,ling €6fttfel BOOffl aml eenaaeted lfABff ,;ection,; 349++ If> J49.±! 
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authorized under chapter 349, and a person may manufacture, sell, or offer 
for sale a gambling device to the an organization authorized under chapter 
349 to conduct lawful gambling, and pari-mutuel betting on horse racing may 
be conducted under chapter 240. 

Sec. 31. [TAX AMNESTY; NONPROFIT ORGANIZATIONS.] 

For an organization that has an unpaid liability for sales tax due under 
Minnesota Statutes, chapter 297 A, arising out of lawful gambling conducted 
under Minnesota Statutes, chapter 349, between March I. 1982, and June 
30, 1985, the commissioner of revenue shall accept as Juli payment of the 
liability, a certified check, cashier's check, or money order in the amount of 
50 percent of the liability incurred, plus imerest. Payment must be received 
by the commissioner of revenue before January I, /987: For delinquent 
returns filed under this section, the civil and criminal penalties imposed by 
law are waived. · 

Sec. 32. [SALES TAX EXEMPTION.] 

The gross receipts from the conduct of lawful gambling conducted under 
Minnesota Statutes, chapter 349, received prior to March 1, 1982, shall be 
exempt from taxation under Minnesota Statutes, chapter 297A. No refunds 
shall be paid pursuant to this section unless the organization can demon
strate to the commissioner of revenue that the refund~- will be paid to those 
who paid the tax. 

Sec. 33. [EFFECTIVE DATE.] 

Sections I to 3 are effective the day following final enactment. Section 8 is 
effective the day following final enactment and applies to persons appointed 
to the charitable gambling control board after that date. Sections 4 to 7, 9 to 
14, 16 to 21, and 25 to 32 are effective June 1, 1986. Section 15 is effective 
July I, 1986. Sections 22 to 24 are effective January I, 1987." 

Delete the title and insert: 

"A bill for an act relating to gambling; prohibiting certain betting practices 
relating to horse racing; requiring persons appointed to the charitable gam
bling control board to be confirmed by the senate; permitting the board to 
impose civil penalties; permitting local investigation fees; creating a new 
class of license for raffles; changing requirements for distributors; requiring 
the registration of manufacturers; providing for collection of certain taxes by 
distributors; changing reporting and recordkeeping requirements for organi
zations; prov'iding for maximum prizes for pull-tabs; requiring towns to be 
n0tified; exempting certain organizations from regulation and taxation; 
amending Minnesota Statutes 1984, sections 240.25, subdivision 2; 240.26, 
subdivisions I and 2; 349.12, subdivisions 13 and 17, and by adding a sub
division; 349.15; 349.151, subdivisions 2 and 4; 349.16, subdivision 3, and 
by adding a subdivision; 349.161, subdivision I, and by adding a subdivi
sion; 349.162; 349.17, by adding a subdivision; 349.18, subdivision 2; 
349.19, subdivisions 5 and 6; 349.211, by adding a subdivision; 349.212; 
349.213; 349.214, subdivision 2, and by adding a subdivision; 349.31, sub
division I; 609.75, subdivision 3; and 609.761; Minnesota Statutes 1985 
Supplement, section 349.212, subdivision I; proposing coding for new law 
in Minnesota Statutes, chapter 349." 

We request adoption of this report an:d repassage of the bill. 
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House Conferees: (Signed) Craig H. Shaver, Joe Quinn, Gil Gutknecht 

Senate Conferees: (Signed) Neil Dieterich, Steven G. Novak, Darrel L. 
Peterson · 

Mr. Dieterich moved that the foregoing recommendations and Conference 
Committee Report on H.F. No. 2331 be now adopted, and that the bill be 
repassed as amended by the Conference Committee. The motion prevailed. 
So the recommendations and Conference Committee Report were adopted. 

H.F. No. 2331 was read the third time, as amended by the Conference 
Committee, and placed on its repassage. 

The question was taken on the repassage of the bill, as amended by the 
Conference Committee. 

The roll was called, and there _were yeas 60 and nays 0, as follows: 

Those who voted in the affirmative were: 

Adkins Dicklich Kamrath Novak Samuelson 
Anderson Diessner Knaak Olson Schmitz 
Belanger Dieterich Kroening Pehler Sieloff 
Benson Frank Kronebusch Peterson, C. C. Solon 
Berg Frederickson Laidig Peterson, D.C. Spear 
Berglin Freeman Langseth Peterson,-D.L Storm 
Bernhagen Gustafson Lantry Peterson. R.W. Stum'pf 
Bertram Hughes Lessard Petty Taylor 
Brataas Isackson Luther Purfeerst Vega 
Dahl J·ohnson, D.E. Mehrkens Ramstad Waldorf 
Davis Johnson, D.J. Merriam Reichgott Wegscheid 
DeCramer Jude Moe, R.D. Renneke Willet 

So the bill, as amended by the Conference Committee, was repassed and 
its title was agreed to. 

MEMBERS EXCUSED 

Mrs. McQuaid was excused from the Session of today at 2:00 p.m. 

ADJOURNMENT 

Mr. Moe, R.D. moved that the Senate do now adjourn until 2:00 p.m., 
Wednesday, March 19, 1986. The motion prevailed. · 

Patrick E. Flahaven, Secretary of the Senate 




