6724 JOURNAL OF THE SENATE - [78TH DAY

SEVENTY-EIGHTH DAY

o St. Paul, Minnesota, Tuesday, March 29, 1988
The Senate met at 12:00 noon and was called to order by the President.

CALL OF THE SENATE

Mr. Moe, R.D. imposed a call of the Senate. The Sergeant at Arms was
instructed to bring in the absent members.

Prayer was offered by the Chaplain, Rev. Fred Stroebel.
The roll was called, and the following Senators answered to their names:

Adkins Davis Jude Metzen - Renneke
Anderson Decker Knaak Moe, D.M. Samuelson
Beckman DeCramer Knutson Moe, R.D>. Schmitz
Belanger Dicklich Kroening Morse Solon
Benson Diessner Laidig Novak Spear
Berg Frank Langseth QOlson Storm
Berglin Frederick Lantry Pehler Stumpf
Bernhagen Frederickson, D.J. Larson Peterson, D.C. Taylor
Bertram Frederickson, D.R. Lessard Peterson, R.W. Vickerman
Brandl Freeman Luther Piper . Waldott
Brataas Gustafson - Marty . Pogemiller -~ Wegscheid
Chmielewski Hughes McQuaid Purfeerst

Cohen ) Johnson, D.E. Mehrkens Ramstad

Dahl Johnson, D.1. Merriam Reichgott

The President declared a quorum present.

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

MESSAGES FROM THE HOUSE
Mr. President:

1 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.EF No. 1861: A bill for an act relating to health maintenance organi-
zations; insurance; requiring replacement coverage in the event an HMO
cancels coverage; increasing state comprehensive health plan liabilities in
the event a member terminates coverage; increasing health maintenance
organization notice requirements and annual reporting requirements;
amending Minnesota Statutes 1986, sections 62D.07; 62D.08, subdivision
5; 62D.09; 62D.101; 62D.11; 62D.12, subdivision 2, and by adding a
subdivision; 621,17, subdivision 1; 62E.11, by adding-subdivisions; 62E. 14,
subdivisions 1, 3, and by adding a subdivision; 62E.16; Minnesota Statutes
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1987 Supplement, sections 62A.17, subdivision 6; and 62D.08, subdivision
3; proposing coding for new law in Minnesota Statutes, chapter 62D; repeal-
ing Laws 1984, chapter 464, sections 29 and 40. '

Senate File No. 186 is hérewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives

Returned March 28, 1988

Mr. Pehler moved that the Senate do not concur in the amendments by
the House to S.E No. 1861, and that a Conference Committee of 3 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. The motion prevailed. '

Mr. President_:

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.E No. 2565: A bill for an act relating to the organization and operation
of state government; appropriating money for the department of transpor-
tation and other agencies with certain conditions; amending Minnesota
Statutes 1986, section 84B.11, subdivision 2.

Senate File No. 2565 is herewith returned to.the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives

Returned March 28, 1988

Mr. Merriam moved that the Senate do not concur in the amendments
by the House to S.E No. 2565, 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. The motion prevailed.

Mr. President:

[ have the honor to announce the passage by the House of the following
House Files, herewith transmitted: H.F Nos. 1493 and 2126.

Edward A; Burdick, Chief Clerk, House of Representatives
Transmitted Marcﬁ 28, 1988 H

FIRST READING OF HOUSE BILLS

The following bills were read the first time and referred to the committees
indicated.

H.E No. 1493: A bill for an act relating to civil law; deleting the minimum
percentage amount for interest on judgments; altering the application of
joint and several liability; providing for payment of future damages; amend-
ing Minnesota Statutes 1986, section 604.02, subdivision |; Minnesota
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Statutes 1987 Supplement, section 549.09, subdivision 1; proposing coding
for new law in Minnesota Statutes, chapter 549; repealing Minnesota Stat-
utes 1986, section 604.07.

Referred to the Committee on Rules and Administration for comparison
with S.F No. 1675, now on General Orders.

H.E No. 2126: A bill for an act relating to the organization and operation
of state government; appropriating money for human resources and other
purposes with certain conditions; amending Minnesota Statutes 1986, sec-
tions 3.9223, subdivision 3; 3.9225, subdivision 3; 3.9226, subdivision 3;
62A.54; 62E.04, by adding subdivisions; 129A.02, subdivision 3; 129A.09;
129A.10; 144.053, by adding subdivisions; 144.125; 144A.04, by adding
a subdivision; 145.853, subdivision 2; 145.894; 245.771, by adding a
subdivision; 245.8 14, subdivisions 1, 2, and 3; 245,83, 245,84, subdiviston
1; 246.023; 248.07, subdivision 7 and 12; 252.291, subdivisions | and 2;
256.73, subdivisions 2, 6, and by adding subdivisions; 256.736, by adding
subdivisions; 256.76, subdivision 1; 256B.08; 256B.092, subdivisions 5
and 7; 256B.14, subdivision 2; 2568.17, subdivision 7; 256B.431, by add-
ing subdivisions; 256B.501, subdivision 3, and by adding subdivisions;
256B.69, subdivisions 3 and 4; 256D.02, subdivision 7, and by adding a
subdivision; 256D.06, by adding a subdivision; 256D.07; 256D.35, by add-
ing a subdivision; 256D.37, subdivision 2, and by adding subdivisions;
256E.12, subdivisions 1 and 2; 256F03, subdivision 8; 257.071, subdi-
visions 2 and 3, and by adding a subdivision; 257.072;260.181, subdivision
3; 268.0111, by adding a subdivision; 268.911, subdivision 3; 326.371;
. 462A.05, by adding a subdivision; 462A.21, by adding a subdivision;

609.72, subdivision 1;611A.32, by adding a subdmsmn Minnesota Stat-
utes 1987 Supplement sections 3. 922, subdivision 6; 16B. 08, subdivision
; 16B.61, subdivision 3; 62A.152, subdmsmn 2; 62A 48, subd1v1510n IR
62A.50, subdivision 3; 62D. 102; 129A.01, subdivisions 5,6, and 7; 129A.O3;
129A.06, subdivision 1; 129A.07, subdivision 1; 129A.08, subdivisions
1,4, and 5, and by adding subdivisions; 144A.071, subdivision 3; 144A 073,
subdivisions 1, 2, 7, and 8; 148B.23, subdivision 1; 148B.42, subdivision
1; 245.462, subdivisions 3, 4, 6, 17, 18, 19, 20, 21, 23, and 25; 245.463;
245_466, subdivisions 1, 2, and 5; 245.467, by adding subdivisions; 245.469,
subdivision 2; 245.471, subdivisions 2 and 3; 245.472, subdivision 2;
245.475, subdivisions 1 and 2; 245.476, subdivision |; 245.477; 245.478,
spbdivisions 1, 2, and 9; 245.479; 245.482, subdivision 2; 245.696, sub-
- division 2; 245.697, subdivision 2, and by adding a subdivision; 245A.09,
by adding a subdivision; 248.07, subdivision 8; 252.291, subdivision 3;
252.46, subdivisions 5 and 6, and by adding subdivisions; 253B.03, sub-:
diviston 6; 256.015, subdivision 2; 256.736, subdivisions 1b, 4, and 11;
256.936; 256.969, subdivision 3; 256B.02, subdivision 8; 256B.031, sub- -
division 5; 256B.042, subdivision 2; 256B.06, subdivisions 1 and 4; 256B.091,
subdivision 4; 256B.33, subdivision 1; 256B.431, subdivision 4; 256B.433 .
subdivision 1; 256B.501, subdivision 1; 256B.73, subdivision 2, and by
adding a subdivision; 256D.01, subdivision 1a; 256D.03, subdivision 3;
256D.06, subdivisions 1 and 1b; 256D.37, subdivision 1; 256E.12, sub-
division 3; 268.91, subdivisions 1, 3, 3b, 3c, 3e, 4, and 12; 393.07, sub-
division 10, and by adding a subdivision; Laws 1984, chapter 654, article
5, section 57, subdivision 1, as amended; Laws 1987, chapter 337, section
131; Laws 1987, chapter 403, article 2, section 34; Laws 1987, chapter
403, article 4, section 13; Laws 1987, chapter 403, article 1, section 4,
“subdivision 4; proposing coding for new law in Minnesota Statutes, chapters
62A; 62C; 62D; 144; 145; 152A; 157, 179A; 245; 246; 252; 256; 256B;
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256H; 257; and 268; repealing Minnesota Statutes 1986, sections 136,26,
144.388; 245.84, subdivision 4; 245.86,; 245.87; and 257.071, subdivision
6; Minnesota Statutes 1987 Supplement, sections 129A.01, subdivision 8;
129A 07, subdivision 2; 129A.08, subdivision 3; 148B. 04 subdivision 1;
and 256B. 73, subdmswn 10.

Mr. Merriam, for Mr. Moe, R.D., moved that H E No. 2126 be 1a1d on

- the table. The motion prevalled

REPORTS OF COMMITTEES

. Mr. Moe, R.D. moved that the Committee Reports at the Desk be now
adopted. The motion prevailed, .

Mr. Johnson, D1 from the Commlttee on Taxes and Tax Laws, to which
was referred

-S.E No. 1963: A bill for an act relatmg to publlc finance; providing
requirements for the issuance and use of public debt; amending Minnesota
Statutes 1986, sections 123.36, by adding a subdivision; 410.32; 475.54,
by adding a subd1v1swn 475.67, subdivision 13; Minnesota Statutes 1987
Supplement, sections 469,012, subdivision 1; 469.015, subdivision 4;
469.035; 469.155, subdivision 12; and 475.66, subdmsmn 3; proposmg
coding for new law in Minnesota. Statutes chapter 469.

Reports the same back with the recommendation that the b1ll be amended
as follows: .

Page 1, lme 13, delete “123.36” and 1nsert “123. 35”

Page 2, after line 10, insert:

“Sec. 2. Minnesota Statutes 1986, section 375.83, is amended to read:
375.83 [ECONOMIC AND AGRICULTURAL DEVELOPMENT.}

A county board may appropriate not more than $50,000 annually out of
the general revenue fund of the county to be paid to any incorporated
development society or organization of this state which, in the board’s
opinion, will use the money for the best interests of the ¢ounty in promoting,
advertising, improving, or developing the economic and agricultural resources
- of the county. The limitation on appropnanons in this section does not
- prohibit accumulation of amounts m excess of 850, 000 in a fund to be
used for the purposes of this section.’

Page 9, line 22, before the comma, .insert “, or adjacent and integrally
related to™.

Pages 9 and 10, delete section 5-
Page 10, before line 34, insert:

“Sec. 6. Minnesota Statutes 1987 Supplement, section 469.071, is amended
by adding a subdivision to read:

Subd. 5. [EXCEPTION; PARKING FACILITIES.| Notwithstanding sec-
tion 469.068, the Bloomington port authority need not require competitive
bidding with respect to a structured parking facility constructed in con-
Junction with, and directly above or below, or adjacent and integrally
related 1o, a deveiopment and financed with the proceeds of tax increment
or revenue bonds.”
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Page 11, line 29, delete “[469.1551]" and insert “[469.1651]"

Page 11, line .371'-, before “A” insert “Prior to August 1, 1990,”
- Page 11, line 34, delete everything after “nonprofit”

Page 11, delete line 35

Page 11, line 36, delete “ofamiczpatmg and insert “hospitals in antic-
ipation oj’ :

Page 12, line 2, after the period, insert “The prmc:pal amoum of the
notes or cernfacares shall not exceed 75 percent of the accounts receivable
and third-party reimbursement payments pavable to that hospital as éf a
date within 45 days of the date of issuance. While notes or certificates

~issued under this.section on behalf of an institution are outstanding, addi-
tional notes or certificates shall not be issued unless, for the period of 30
consecutive days immediately preceding the date of issuance, the amount
of outstanding notes and certificates was less than six percent of that
hospital’s gross revenues for the preceding fiscal year.

The municipality need not compiy with the procedures set forth in sec-
tions 469.152 to 469.165 in the issuance of notes or certificates of indebt-
edness purswant to this section, bur the municipality shall comply with
sections 469.152 to 469.165 at the time of issuance of the refunding obli-
gations if long-term obligations are issued to refund notes or certificates
of indebtedness issued pursuant fo this section.” '

Page 13, line 3, delete “six”
Page 13, delete lines 4 and 5
Page 13, line 6, delete everythirig before “months” and insert “13”

Page 13, line 7, delete “not less than par” and insert “such price as
the municipality may agree”

Page 13, after line 11, insert:

“Any note or certificate of indebtedness issued pursuant to this section
may be issued giving its owner the right to tender, or the municipality or
the borrowing institution to demand teénder of, the obligation to the munic-
ipality or the institution or another person designated by either of them,

“for purchase ait a specified time or times. The note or certificate of indebt-
edness shall not be deemed to mature on any tender date, and the purchase
of a tendered note or certificate shall not be deemed a payment or discharge
of the note or certificate. Notes or certificates of indebtedness tendered
for purchase may be remarketed by or on behalf of the municipality or
any other purchaser. The mumcrpa[uy or the borrowing institution may
enter into agreements deemed appropriate to provide for the purchase and
remarketmg of tendered notes or certificates of indebtedness, including
provisions under which undelivered obligations may be deemed tendered
for purchase and new obligations may be substituted for them, provisions .
for the payment of charges of tender agents, remarketing agents, and
financial institutions extending lines of credit or letters of credit assuring
repurchase, and for reimbursement of advances under letters of credit,
which charges and reimbursements shall be paid by the borrowing institution.

Any notes or certificates of indebtedness issued pursuant.to this section
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
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by the gbverning body of the municipality.”
Page 14, after line 1, insert:

“Subd. 6. [REPORT.] Within 30 days after issuance of notes or cernf
icates under this section, a municipality must report to the commissioner
of health on the issuance. The report must include the name and location
of the mstltutwn the principal amount of the note or certificate, and its
maturity date.”

Page 14, line 4, after ‘obligation” insert “in a principal amount of
$25,000,000 or more” :

Page 14, after line 19, insert:

“Sec. 10. Minnesota Statutes 1987 Supplement section 475. 60 sub-
division 2, is amended to read:

Subd. 2. [REQUIREMENTS WAIVED 1 The reqmrements as to pllbllC
sale shall not apply to: ‘

(1) 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
governing body may determine;

* (2) obligations sold by an issuer in an amount not exceedmg the total '
sum of $1,200,000 in any 12-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 actordance with the most favorable
of two or more proposals solicited privately;

(4) obligations 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;

(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 5a, eressever refunding obligations referred
to in section 475.67, subdivisien 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 .

(6) obligations to be issued for a purpose, in a manner, and upon terms _
and conditions authorized by law, if the governing body of the municipality,
‘on the advice of bond counsel or special tax counsel, determines that interest
on the obligations cannot be represented to be excluded from gross income
for purposes of federal income taxation.”

' Page 14, line 33, after “are in” insert “(i)”

_ Page 14, line 34, strike “and” and insert “, (ii} general obligation rax-
. exempt securities rated A or better by a national bond rating service, and
(iii)” and after “agreements” insert “or reverse repurchase agreements”

Page 14, line 35, after “agreements” insert “or reverse repurchase
agreemems : : ‘

Page 15, line 4, after the second “or” insert “in general obl:gat’tbn& of
other state and local governments with taxmg powers whzch are rated A
or better by a national bond rating service,
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Page 15, line 5, after the comma, insert “or (3) a general o'b-ligdtian of
a housing finance agency of any state if it includes a moral obligation of
the state,”

Page 15, line 6, strike “(2)” and insert “(3) must be in obligations thar
are rated the highest or next highest rating given by Standard & Poor's
Corporation or Moody's Investors Service, Inc., and”

Page 135, line 7, strike “1990” and insert “J991" . '

Page 15, line 8, after “years™ insert “from the date of purchase, and
further provided that investments under clauses (2) and (3) be determined
to be expedient 1o reduce the amount of arbitrage rebate otherwise payable
to the United States under section 148 of the Internal Revenue Code of
1986™

Page 15, delete lines 14 to 20 and insert:

“(f) in guaranteed investment contracts issued or guaranteed by United
States commercial banks or domestic branches of foreign banks or United
States insurance companies or their Canadian or United States subsidi-
aries; provided that the investment contracts rank on a parity with the
senior unsecured debt obligations of the issuer or guarantor and, in the
case of long-term investment contracts, the long-term senior unsecured
debt of the issuer or guarantor is rated in the highest or next highest rating
category of Standard & Poor's Corporation, Moody's Investors Service,
Inc., or a similar nationally recognized rating agency or, in the case of
short-term investment contracts, the short-term unsecured debt of the issuer
or guarantor is rated in the two highest rating categories of Standard and
Poor’s Corporation, Moody’s Investors Service, Inc., or similar nationally
recognized rating agency.”

Page 16, line 7, delete the comma and insert “or

Page 16, line 8, delete “, or other corporation”

Page 16, after line 35, insert:

“Sec. 13. tREPEALER.]

Laws 1987, chapter 358, 'secn'on 31, is repealed.”
Renumber the sections in sequence

Amend the title as follows: '

Page 1, line 4, delete *123.36" and insert “123.35"
Page 1, line 5, after the first semicolon, insert *375.83;”

Page 1, line 8, delete “469.035;” and insert “469.071, by adding a
subdivision;” and after “12;” insert “475.60, subdiviston 2;”

Page 1, line 10, before the period, insert “;'repealing'Laws 1987, chapter
358, section 317 A ‘ ‘

And when so amended the bill do pass Amendments adopted Report
~ adopted.
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Mr. Johnson, D.J. from the Committee on Taxes and Tax Laws, to which
was re-referred

S.E No. 105: A bill for an act relating to taxation; permitting counties
to impose a special levy for payments to soil and water conservation dis-
tricts; amending Minnesota Statutes 1986, section 275.50, subdivision 5.

Rép'orts the same back with the recommendation that the bill be amended
as follows: : .

Delete everything after the enacting clause and insert:

“Section 1. Minnesota Statutes 1987 Supplemem section 275.50, sub-
division 5, is amended to read:

Subd. 5. Notwithstanding any other law to the contrary for taxes levied
~in 1983 payable in 1984 and subsequent years, “special levies” means those
portions of ad valorem taxes levied by governmental subdivisions-to:

(a) satisfy judgments rendered’ against the governmental subdivision by
a court of competent jurisdiction in any tort action, or to pay the costs of
settlements out of court against the governmental subdivision in a tort action
when substantiated by a stipulation for the dismissal of the action filed
with .the court of competent jurisdiction and signed by both the plaintiff
and the legal representative of the governmental subdivision, but only to
the extent of the increase in levy for such judgments and out of court
-settlements over levy year 1970, taxes payable in 1971; '

-(b) pay the costs of complying with any written lawful order initially
issued prior to January 1, 1977, by the state of Minnesota, or the United
States, or any agency or subdivision thereof, which is authorized by law,
statute, special act or ordinance and is enforceable in a court of competent
"jurisdiction, or any stipulation agreement or permit for treatment works or
disposal system for pollution abatement in lieu of a lawful order signed by
the governmental subdivision and the state of Minnesota, or the United
States, or any agency or subdivision thereof which is enforceable in a court
of competent jurisdiction. The commissioner of revenue shall in consul-
tation with other state departments and agencies, develop a suggested form
for use by the state of Minnesota, its agencies and subdmsmns in 1ssumg
orders pursuant to this subdivision;’ . .

- {c) pay the costs to a governmentat subdivision for their minimum required-
- share of any program otherwise authorized by law for which matching
funds have been appropriated by the state of Minnesota or the United States,
excluding the administrative costs of public assistance programs, to the
extent of the increase in levy over the amount lévied for the local share of
the program for the taxes payable year 1971. This clause shall apply only
to those programs or projects for which matching funds have been desig-
nated by the state of Minnesota or the United States on or before September
I, of the previous year and only when the receipt of these matching funds
is contingent upon the initiation or implementation of the project or program
during the year in which the taxes are payable or those programs or projects
approved by the commissioner;

(d) pay.the costs not reimbursed by the state or federal government, of
payments made to or on behalf of recipients of aid under any public assis-
tance program authorized by law, and the costs of purchase or delivery of
social services. Except for the costs of general assistance as defined in
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section 256D.02, subdivision 4, general assistance medical care under sec-

tion 256D.03 and the costs of hospital care pursuant to section 261.21, the

aggregate amounts levied pursuant to this clause are subject to a maximum
"increase of 18 percent over the amount levied for these purposes in the
previous year; '

- (e) pay the costs of principal and interest on bonded indebtedness except
on bonded indebtedness issued under section 471.981, subdivisions 4 to
4¢ or to reimburse for the amount of liquor store revenues used to pay the
principal and interest due in the year preceding the year for which the levy
limit 1s calculated on municipal liquor store bonds;

(f) pay the costs of principal and interest on certificates of indebtedness,-
except tax anticipation or aid anticipation certificates of indebtedness, issued
for any corporate purpose except current expenses or funding an insuffi-
ciency in receipts from taxes or other sources or funding extraordinary
expenditures resulting from a public emergency; and to pay the cost for
certificates of indebtedness issued pursuant to sections 298.28 and 298.282;

(g) fund the payments made to the Minnesota state armory building
commission pursuant to section 193.145, subdivision 2, to retlre the prin- .
cipal and interest on armory construction bonds;

(h) provide for the bonded indebtedness portion of paymients made to
another political subdivision of the state of Minnesota;

(1) pay the amounts requ1red to compensate foradecrease in manufactured _
homes property tax receipts to the extent that the governmental subdivision’s
portion of the total levy in the current levy year, pursuant to section 274.19,
subdivision &, as amended, is less than the distribution of the manufactured
homes tax to the governmental subdivision pursuant to Minnesota Statutes
1969, section 273.13, subdivision 3, in calendar year 1971;

~ (j) pay the amounts required. in accordance with section 275.075, to
correct for a county auditor’s error of omission but only to the extent that
when added to the preceding year's levy it is not in excess of an applicable
statutory, special law or charter limitation, or the limitation imposed on
the governmental subdivision by sections 275.50 to 275.56 in the precedmg
levy year; '

(k) pay amounts required to correct for an error of omission in the levy
certified to the appropriate county auditor or auditors by the governing
body of a city or town with statutory city powers in a levy year, but only
to the extent that when added to the preceding year’s levy it is not in excess
. of an applicable statutory, special law or charter limitation, or the limitation
imposed on the governmental subdivision by sections 275.50 to 275.56 in
the preceding levy year;

{1) pay the increased cost of municipal services as the result of an annex-
ation or consolidation ordered by the Minnesota municipal board but only
to the extent and for the levy years as provided by the board in its order
pursuant to section 414.01, subdivision 15. Special levies authorized by
the board shall not exceed 50 percent of the levy limit base of the gov-
ernmental subdivision and may not be in effect for more than three years
after the board’s order;

(m) pay the increased costs of mumc1pa] services provided to new private
industrial and nonresidential comimercial development, to the extent that
the extension of such services are not paid for through bonded indebtedness
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or special assessments, and not to exceed the amount determined as follows,
The governmental subdivision may calculate the aggregate of:

(1) the increased expenditures necessary in preparation for the delivering
of municipal services to new private industrial and nonresidential com-
mercial development, but limited to one year's expenditures one time for
cach such development; - .

(2) the amount determined by dividing the overall levy limitation estab--
lished pursuant to sections 275.50 to 275.56, and exclusive of special levies
and special assessments, by the total taxable value of the governmental
subdivision, and then multiplying this quotient times the total increase in
assessed value of private industrial and nonresidential commercial devel-
opment within the governmental subdivision. For the purpose of this clause,
the increase in the assessed value of private industrial and nonresidential
commercial development is calculated as the increase in assessed value
over the assessed value of the real estate parcels subject to such private
development as most recently determined before the building permit was
issued. In the fourth levy year subsequent to the levy year in which the
‘building permit was issued, the increase in assessed value of the real estate
parcels subject to such private development shall no longer be included in
determining the special levy. ' ‘

The aggregate of the foregoing amounts, less any costs of extending
* municipal services to new-private industrial and nonresidential commercial
development which are paid by bonded indebtedness or special assessments,
equals the maximum amount that may be levied as a “special levy” for the
increased costs of municipal services provided to new private. industrial
_ and nonresidential commercial development. In the levy year following the
levy year in which the special levy made pursuant to this clause is dis-
- continued, one-half of the amount of that special levy made in the preceding
year shall be added to the permanent fevy base of the governmental
“subdivision; 7 o .

(n) recover a loss or refunds in tax receipts incurred in nonspecial levy
funds resulting from abatements or court action in the previous year pur-
suant to section 275.48; R C :

(o) pay amounts required by law to be paid to pay the interest on and to
reduce the unfunded accrued liability of public pension funds in accordance
with the actuarial standards and guidelines specified in sections 356.215

-and 356.216 reduced by 106 percent of the amount levied for that purpose
in 1976, payable in 1977. For the purpose of this special levy, the estimated
receipts expected from the state of Minnesota pursuant to sections 69.011
to 69.031 or any other state aid expressly intended for the support of public
pension funds shall be considered as a deduction in determining the required
levy for the normal costs of the public pension funds. No amount of these
aids shall be considered as a deduction in determining the governmental
_subdivision’s required levy for the reduction of the unfunded accrued lia-
bility of public pension funds; : ) I

(p) the amounts allowed under section 174,27 to establish and administer

a commuter van program;’ ' : ' :

(q) pay the costs of financial assistance to local governmental units and
certain administrative, engineéring, and legal expenses pursuant to-Laws
1979, chapter‘253, section 3; Co

.(r) compensate for revenue lost as a result of abateme_lits or court action
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pursuant to section 270.07, 270.17 or 278.01 due to-a reassessment ordered
by the commissioner of revenue pursuant to section 270.16;

(s) pay the total operating cost of a county jail as authorized in section.
641.01. If the county government utitizes this special levy, then any amount
levied by the county government in the previous year for operating its
county jail and included in its previous year’s levy limilation computed
pursuant to section 275.51 shall be deducted from the current levy limitation;

(t) pay the costs of implementing section 18.023, including sanitation
and reforestation; .

(u) pay the estimated cost for the foilowing calendar year of the county’s
share of funding the Minnesota cooperative soil survey,

(v) pay the costs of meeting the planning requirements of section 115A.46;
the requirements of section 115A.917; the planning requirements of the
metropolitan plan adopted under section 473.149 and county master plans

_adopted under section 473.803; waste reduction and source separation pro-
grams and facilities; response actions that are financed in part by service
charges under section 400.08 or 115A.15, subdivision 6; closure and
postclosure care of a solid waste facility closed by order of the pollution
control agency or by expiration of an agency permit before January'1,
1989; and current operating and maintenance costs of a publicly-owned
solid waste processing facility financed with general obligation bonds issued
after a referendum before March 25, 1986; :

{w) pay the annual principal and interest due on a loan made under
section 116J.37; '

.(x) pay the annual principal a_nd interest due on a loan from money
received from litigation or settlement of alleged violations of federal petro
leum pricing regulations; and :

(y) pay the costs of constructing public libraries; and '

{z) fund the county’s share of soil and water conservation district expenses

for which a levy is imposed under section 40.07, subdivision 15, provided
that a special levy under this paragraph may not exceed one mill.

Sec. 2. [EFFECTIVE DATE.} - ‘

Section 1 is effective for taxes levied in 1988, payable in 1989, and
thereafter.” . ‘ :

Amend the title as follows:
Page 1, line 5, delete “1986” and insert *1987 Supplement”

And when so amended the bill do pass. Amendments adopted. Report
adopted.

Mr. Johnson, D.J. from the Committee on Taxes and Tax Laws, to which
was re-referred : : :

S.E No. 765: A bill for an act relating to local government; granting the
city of Cannon Falls the authority to establish a port authority; authorizing
~ the port authority to exercise the power of a municipal housing and rede-
velopment authority; authorizing the city to impose restrictions and limi-
tations upon the powers and procedures of the port authority; permitting
the city to choose the name of the port authority; providing for removal of
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port authority commissioners; requiring local approval.

Reports the same back with the recommendation that the bill be amended
as follows:

Page 1, line 18, delete “458.09” and insert “469.049"

Page 1, line 20, delete “chapter 462 and ineert “sections 469.001 to
469.0477 : :

Page 1, line 22, delete “472A.10” and insert “469.131”

Page 1, line 28, delete “chaprer 458" and insert “sections 469.048 to
469.068" .

Page 2, line 2, delete “chapter 462" and insert “sections 469.001 to
469.047"

Page 2, lines 10 and 11, delete “chapters 458 and 462" and 1nsert
“sections 469.001 to 469. 068”

Page 3, line 3, delete “273.73” and insert “469.174”

And when so amended the bill do pass. Amendments adopted. Report
adopted.

Mr. Johnson, D.J. from the Committee on Taxes and Tax Laws, to which
was re-referred .

S.E No. 1297 A bill for an act relating to local government; granting
the city of Redwood Falls the authonty to establish a port authority; autho-
rizing the port authority to exercise the power of a municipal housing and
redevelopment authority; authorizing the city to impose restrictions and
limitations upon the powers and procedures of the port authority; permitting
the city to choose the name of the port authority; providing for removal of
port authority commissioners; requiring local approval.

Reports the same back with the recommendation that the bill be amended
as follows:

Page 1, line 18, delete “458.09™ and insert “469.049”

Page 1, line 20, de]ete “chapter 4627 and insert “sections 469.001 ro
469.047"

Page 1, line 22, delete “472A.10" and insert “469.131"

Page 2, line 4, delete “chaprer 458" and insert “sections 469.048 to
469.068"

Page 2, line 6, delete “chapter 4627 and insert “sections 469 001 to
469.047" :

Page 2, lines 13 and 14, delete “chapters 458 and 462” and insert
“sections 469.001 1o 469.068" '

Page 3, line 6, delete “273.73” and insert “469.174”

And when so amended the bill do pass. Amendments adopted. Report
adopted.
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SECOND READING OF SENATE BILLS

S.F Nos. 2568, 2569, 1963, 105, 765 and 1297 were read the second
time. '

MOTIONS AND RESOLUTIONS

M. Frederickson, D.J. moved that the name of Mr. DeCramer be added
as a co-author to S.E No. 1939. The motion prevailed.

Mr. Johnson, D.J. moved that the name of Mr. Novak be added as a co-
author to S.E No. 2216. The motion prevailed.

SUSPENSION OF RULES

Remaining on the Order of Business of Motions and Resolutions, Mr.
Moe, R.D. moved that the Senate take up the Calendar and that the rules
of the Senate be so far suspended as to waive the lie-over requirement. The
motion prevailed.

CALENDAR

H.E No. 2317: A bill for an act relating to education; providing for use
of certain revenues in the independent school district No. 710 bond redemp-
tion fund; amending Laws 1982, chapter 523, article 30, section 4, sub-
division 3.

Was read the third time and p]aced on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 59 and nays 0, as follows:

Those who voted in the affirmative were:

Adkins Cohen Hughes Marty Pogemiller
Anderson Dahl Johnson, D.E. McQuaid Purfeerst
Beckman Davis Johnson, DL Merriam Ramstad

. Belanger Decker Jude Metzen Renneke
Benson - DeCramer Knaak Moe, D.M. Samuelson
Berg - Dicklich Kroening Morse Schmitz
Berglin Diessner Laidig Novak Solon
Bernhagen Frank Langseth Olson Spear
Bertram Frederick Lantry Pehler Storm

. Brandl Frederickson, D.J. Larson Peterson, D.C. Stumpf
Brataas Frederickson, D.R. Lessard Peterson, R.W. Vickerman
Chmielewski Freeman Luther Piper

So the bill passed and its title was agreed to.

H.F No. 1526: A bill for an act relating to transportation; defining motor
vehicle; providing for brakes on motor vehicles manufactured after June .
30, 1988; amending Minnesota Statutes 1986, sections 168.011, subdl—
vision 4; and 169. 67, subdivisions 3 and 4.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 62 and nays 0, as follows:

Those who voted in the affirmative were:
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Adkins Dahl | Johnson, DJ Merriam Ramstad
“Anderson Davis Jude Metzen Reichgott
Beckman Decker Knaak Moe, D.M. Renneke
Belanger DeCramer Knutson Moe, R.D. Samuelson
Benson Dicklich Kroening Morse Schmitz
Berg Diessner Laidig Novak Solon
Berglin Frank Langseth _Olson © Spear
Bernhagen Frederick Lantry Pehler Storm
Bertram Frederickson, D.). Larson Peterson, D.C. Stumpf
Brandl Frederickson, D.R. Lessard -Peterson, R W, Vickerman
Brataas Freeman Luther Piper .
Chmielewski Hughes Marty Pogemiller
Cohen Johnson, D.E. McQuaid Purfeerst

So the bill passed and its title was agreed to.

H.E No. 2049: A bill for an act relating to commerce; motor vehicles;
clarifying the intent of the legislature regarding certain motor vehicle cov-
erages; regulating motor vehicle franchises; clarifying the intent of the
legislature regarding cancellations, terminations, or nonrenewals; speci-
fying unfair practices; prohibiting agreements designed to waive, nullify,
or modify statutory regulation; requiring lessors to title and register vehi-
cles; amending Minnesota Statutes 1986, sections 60A.08, by adding a
subdivision; 80E.06; BOE.07; 80E.08; 80E.09; 80E. 13; Minnesota Statutes
1987 Supplement, sections 65B. 49, subdivision 5a;and 72A.125, by adding
a subdivision; proposing codmg for new law in Mlnnesota Statutes chapter
80L. ‘

Was read the third time and placed on its final passage.

The question was taken on the passage (_Jf. the bill. _
The roll was called, and there were yeas 61 and nays 0, as follows:
Those who voted in the affirmative were:

Adkins Davis Jude Metzen Reichgoit
Anderson * Decker Knaak Moe, D.M. Renneke
Beckman DeCramer Knutson Moe, R.D. Samuelson
Belanger Dicklich Kroening Morse Schmitz
Benson Diessner Laidig Novak - Solon
Berg Frank Langseth Olson Spear
Berglin Frederick Lantry Pehler Storm
Bernhagen - Frederickson, .J. Larson Peterson, D.C. “Stumpf
Bertram Frederickson, D.R. Lessard Peterson, R.W. Vickerman
Brataas Freeman Luther Piper

Chmielewski Hughes Marty Pogemiller

Cohen Johnson, D.E. McQuaid Purfeerst

Dahl Johnson, D.J. © Merriam Ramstad

So the bill passed and its title was agreed to.

H.E No. 2020: A biil for an act relating to utilities; encouraging settle-
ments prior to contested case hearings; authorizing the public utilities
commission to extend suspended rates during multiple general rate filings;
providing for imposition of interim rates when commission extends sus-
pended rates; amending Minnesota Statutes 1986, sections 216B.16, sub-
divistons la, 2, and 3; and 237.075, subdivisions 2 and 3.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill. _
The roll was called, and there were yeas 62 and nays 0, as follows:

Those who voted in the affirmative were:



6738

Adkins
Anderson
Beckman
Belanger
Benson
Berg .
Berglin
Bernhagen
Bertram
Brand]
Brataas

Chmielewski

Cohen
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Dahl
Davis
Decker
DeCramer
Dicklich
Diessner
Frank
Frederick

Frederickson, D.J.
Frederickson, D.R.

Freeman
Hughes

Johnson, D.E.

Johnson, D.J.

Jude
Knaak
Knutson
Kroening
Laidig
Langseth
Lantry
Larson
Lessard
Luther
Marty
McQuaid

Merriam
Metzen

Moe, DML
Moe, R.D.
Morse

Novak

Olson

Pehler .
Peterson, D.C.
Peterson, R.W
Piper
Pogemller
Purfeerst

So the bill passed and its title was agreed to.

[78TH DAY

Ramstad
Reichgott
Renncke
Samuelson
Schmitz
Solon
Spear
Storm
Stumpf
Vickerman

S.E No. 2114: A bill for an act relating to crimes; requiring a warning
label on replica firearms; proposing coding for new law in Minnesota
Statutes, chapter 325E

Was tead the third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 62 and 'nays 0, as follows:

. Those who voted in the affirmative were:

Adkins
Anderson
Beckman
Belanget
Benson
Berg
Berglin
Bernhagen
Bertram
Brandl
Brataas
Chmielewski
Cohen

Dahl
Davis
Decker
DeCramer
Dicklich
Diessner
Frank
Frederick

Frederickson, D.J.
Frederickson, D.R.

Freeman
Hughes

Johnson, DLE.

. Johnson, D.J,

Jude
Knaak
Knutson
Kroening
Laidig
Langseth
Lantry
Larson
Lessard
Luther
Marty
McQuaid

Merriam
Metzen

Moe, D.M.
Moe, R.D.
Morse

Novak

Olson

Pehler
Peterson, D.C.
Peterson, R. W
Piper
Pogemiller
Purfeerst

So the bill passed and its title was agreed to.
S.E No. 1561: A bill for an act relating to game and fish; prohibiting

Ramstad
Reichgott
Renneke
Samuelson
Schmitz
Solon
Spear
Storm
Stumpf
Vickerman

the use of certain meat in baiting bears; authorizing electric landing nets;
regulating possession limits, size, and season for walleyed pike in the Rainy
River; amending Minnesota Statutes 1986, section 57B.425; proposing cod-
ing for new law in Minnesota Statutes, chapter 97C; repealing Minnesota
Statutes 1987 Supplement, section 97C.402.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 61 and nays 1, as follows:
Those who voted in the affirmative were:

Adkins - Davis Johnson, D.J. Merriam Reichgoit
Anderson Decker Jude Metzen Renncke
Beckman DeCramer Knaak Moe, R.D. Samuelson
Belanger Dicklich Knutson Morse Schmitz
Benson Diessner Kroening Novak Solon
Berg Frank Laidig Olson Spear
Berglin Frederick . Langseth Pehier Storm
Bernhagen Frederickson, D.J. Lantry Peterson, D.C. Stumpf
Bertram Frederickson, D.R. Larson Peterson, R.W, Vickerman
Brataas Freeman Lessard Piper

Chmielewski Gustafson Luther Pogemiller

Cohen Hughes Marty Purfeerst

Dahl Johnson, D.E. McQuaid Ramstad
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Mr. Brandl voted in the negative..
So the bill passed and its title was agreed to.

H.E No. 1731: A bill for an act relatmg to the city of Proctor; authonzmg
the continnance of a municipal liquor store.

Was read the third time and placed on its final passage.

The questlon was taken on the passage of the bill.

The roll was called, and there were yeas 62 and nays 0, as follows
Those who voted in the affirmative were: '

Adkins Dahl Johnson, D.E. McQuaid Purfeerst
Anderson Davis Johnson, D.J. Merriam Ramstad
Beckman - Decker Jude Metzen | Renneke
Belanger DeCramer Knaak Moe, DM.  Samuelson
Benscn ) Dicklich Knutson Moe, R.D. Schmitz
Berg Diessner Kroening Morse =~ Solon
Berglin Frank : Laidig Novak Spear
Bernhagen Frederick Langseth Olson Storm
Bertram Frederickson, D.J. Lantry Pehler Stompf
Brandl Frederickson, D.R. Larson Peterson, D.C. Vickerman
Brataas Freeman Lessard Peterson, R.W

Chmielewski Gustafson Luther Piper

Cohen Hughes Marty Pogemiller
So the bill passed and its title was agreed to. '

H.E No. 2254: A bill for an act relating to liquor; authonzmg the city
" of Blaine to issue an on-sale intoxicating liquor license to the Pheasant
- Ridge Music Center.

Was read the third time and placed on its fmal passage.
The questlon was taken on the passage of the bill.
The roll was called, and there were yeas 53 and nays 8, as follows:

Those who voted in the affirmative were:

Adking Cohen Hughes Luther Ramstad
Anderson Davis Johnson, DE. Marty - - Renneke
Beckman Decker Jude McQuaid Samuelson
Belanger - DeCramer Knaak Merriam Schmitz
Benson Diessner Knutson Metzen Solon
Berg Frank Kroening Moe, R.D. Spear
Berglin Frederick Laidig Morse Storm
Bernhagen Frederickson, D). Langseth " Pehler Stumpf
Bertram Frederickson, D.R. Lantry Peterson, D.C. Vickerman
Brandi - Freeman Larson . Piper

Brataas Gustafson - Lessard Purfeerst -

Those who voted in the negative were:

Chmielewski Dicklich Novak Petersoh, R.W, Reichgott
Dahl . Johnson, D.J. Olson

So the bill passed and its title was agreed to.

H.E No. 2358: A bill for an act relating to state lands; authorizing sale
of certain tax-forfeited lands that border pubhc water in East Grand Forks,
Polk county.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.
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The roll was called, and there were yeas 63 and nays ¢, as follows:
Those who voted in the affirmative were:

Adkins Davis ) Johnson, D.J. Merriam Ramstad
Anderson . Decker Jude Metzen Reichgott
Beckman DeCramer Knaak Moe, D.M. Renneke
Belanger Dicklich Knutson Moe, R.D. Samuelson
Benson Dicssner . Kroening Morse Schmitz
Berg Frank Laidig Novak Solon
Berglin - Frederick Langseth Olson Spear
Bertram Frederickson, D). Lantry Pehler Storm
Brandl Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brataas Freeman Lessard Peterson, B W Vickerman
Chmielewski Gustafson Luther Piper Waldorf
Cohen ~ Hughes Marty Pogemiller

Dahl Johnson, D.E. McQuaid Purfeerst

-So the bill passed and its title was agreed to.

S.E No. 1823: A bill for an act relating to water; amending the Minnesota
watershed act by adding reasons for termination of a watershed district;
amendmg Minnesota Statutes 1987 Supplement, section 112.411, Sl.lbdl-
vision 4.,

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 62 and nays 0, as follows:

Those who voted in the affirmative were:

Adkins Davis Jude Metzen Reichgott
Beckman Decker Knaak . Moe, D.M. Renncke
Belanger DeCramer Knutson Moe, RD. . Samuelson
- Benson Dicklich Kroening Morse . Schmitz
Berg Frank Laidig Novak - Solon
Berglin Frederick Langseth Olson Spear
Bernhagen Frederickson, D.J. Lantry _ Pehler Storm
Bertram Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brandl Freeman Lessard Peterson, R. W, Vickerman
Brataas Gustafson * Luther Piper Waldorf
Chmielewski - Hughes Marty "Pogemiller
Cohen Johnson, D.E. McQuaid Purfeerst

Dahl Johnson, D.J. Merriam Ramstad
So the bill passed and its title was agreed to.

H.E No. 1897: A bill for an act relating to insurance; regulating the
Minnesota Insurance Guaranty Association; excluding investment risks
insurance from coverage; modifying the definitions of “resident” and “cov-
ered claim”; regulating claims; préventing insolvencies; making certain
technical changes; amending anesota Statutes 1986, sections 60C.02,

- subdivision 1; 60C.03, subdivisions 2, 7, and by adding a subdivision;
60C.05, subdivisions 1 and 2; 60C.06, by adding a subdivision; 60C.13,
subdivision 2; 60C.15; and 60C 18; Mlnnesota Statutes 1987 Supplement,
section 60C.09; repealing Minnesota Statutes 1987 Supplement, section
60C.06, subdivision 5.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 63 and nays 0, as follows:
Those who voted in the affirmative were:
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Adkins
Anderson
Beckman
Belanger
Beason
Berg
Berglin
Bernhagen
Bertram
Brand!
Brataas
Chmielewski
Cohen

TUESDAY, MARCH 29, 1988

Dahl

Davis

Decker
DeCramer
Dicklich

Diessner

Frank

Frederick
Frederickson, D.J.
Frederickson, D.R.
Freeman '
Gustafson

Hughes

Johnson, D.E.

- Johnson, D.J.

Jude
Knaak
Kroening
Laidig
Langseth
Lantry
Larson
Lessard
Luther
Marty
McQuaid

., Merriam

Metzen .
Moe, D.M.
Moe, R.D.
Morse

Novak

QOlson

Pehler
Peterson, D.C.
Peterson, R. W

‘Piper

Pogemiller
Purfeerst

~ So the bill passed and its title was agreed to.
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Ramstad
Reichgott
Renneke
Samuelson
Schmitz
Solon
Spear
Storm
Stumpf
Vickerman
‘Waldorf

H.E No. 2559: A bill for an act relating to commerce; regulating sales
and repair of hearing aids; amending Minnesota Statutes 1986, section
145.43, subdivision la, and by adding a subdivision; Minnesota Statutes
1987 Supplement, section 145.43, subdivision 4. :

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 62 and nays 0, as follows:

‘Those who voted in the affirmative were:

Adkins
Anderson
Beckman
Belanger -
Benson
Berg
Berglin

" Bernhagen
Bertram
Brand|
Brataas
Chmielewski
Cohen

Daht

Davis

Decker
DeCramer
Dicklich
Diessner

Frank

Frederick
Frederickson, D.J.
Frederickson, D.R.
Freeman
Gustafson
Hughes

Johnson, D.E.
Johnson, D.1
Jude

Knaak
Kautson
Kroening
Laidig
Langseth
Lantry
Larson-
Lessard
Luther - .
Marty

Merriam
Metzen

Moe, D.M.
Moe, R.D.
Morse

Novak

QOlson

Pehler
Peterson, D.C.
Peterson, R. W,
Piper
Pogemiller
Purfeerst

So the bill passed and its title was agreed to.

Ramstad
Reichgott
Renneke
Samuelson
Schmitz
Spear
Storm
Stumpf
Vickerman
Waldorf

H.F No. 1585: A bill for an act relating to natural resources; designating

a basin of Twin Lake within the

South Twin Lake.

Was read the third time and placed on its fina] passage.

The question was taken on the passage of the bill.

city of Robbinsdale as a separate basin,

The roll was called, and there were yeas 64 and nays 0, as follows: |

Those who voted in the affirmative were:

Adkins
Anderson
Beckman
Belanger -
Benson
Berg
Berglin
Bernhagen
Bertram
Brandl
Brataas
Chmielewski
Cohen

Dahl
Davis
Decker
DeCramer

- Dicklich

Diessner
Frank
Frederick
Frederickson, D.I.
Frederickson, D.R.
Freeman
Gustafson

Hughes -

Johnson, D.E.

. Johnson, D.J.

Jude
Knaak -
Knutson
Kroening
Laidig

- Langseth

Laniry
Larsom
Lessard
Luther
Marty

McQuaid
Merriam
Metzen

Mog, DM.
Moe, R.D.
Morse

Novak

Olson

Pehler
Peterson, D.C.
Peterson, R. W
Piper-
Pogemiller

Purfeerst
Ramstad
Reichgott
Renneke
Samuelson
Schmitz
Solon
Spear
Storm
Stumpf
Vickerman
Waldorf
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So the bill passed and its title was agreed to.

H.E No. 2252: A bill for an act relating to state lands; conveying certain
lands to the city of Brooklyn Center in Hennepin county.

Was read the third time and placed on its finai passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 63 and nays 0, as follows:
Those who voted in the affirmative were:

-Adkins Dahl Johnson, D.E. McQuaid " Purfeerst
Anderson Davis Johnson, D.J. Merriam Ramstad
Beckman Decker Jude Metzen Renneke
Belanger DeCramer Knaak Moe, DLM. Samuelson
Benson Dicklich Knutson Moe, R.D. Schmitz
Berg Diessner Kroening Morse Soton
Berglin Frank Laidig Novak Spear
Bernhagen Frederick Langseth Olson Storm
Bertram Frederickson, D.J. Lantry Pehler Stumpf -
Brandl Frederickson, D.R. Larson Peterson, D.C. Vickerman
Brataas Freeman Lessard Peterson, R.W. Waldorf
Chmielewski Gustafson Luther Piper - ’

Cohen Hughes Marty Pogemiller

So the bill passed and its title was agreed to.

H.E No. 2092: A bill for an act relating to environment; authorizing
sanitary districts to apply for and receive assistance from the waste man-
agement board for certain solid waste programs; amending Minnesota Stat-
utes 1986, section 115A.50; and Minnesota Statutes 1987 Supplement,
section 115A.49.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 64 and nays 0, as follows:
Those who voted in the affirmative were:

Adkins Dahl Johnson, D.E. McQuaid Purfeerst
Anderson Davis Johnson, D.J. Merriam Ramstad
Beckman Decker Jude Metzen Reichgott
Belanger DeCramer Knaak Moe, D-M. Renncke
Benson ’ Dicklich Knutson Moe, R.D. Samuelson
Berg Diessner Kroening Morse Schmitz
Berglin Frank Laidig Novak Solon
Bernhagen Frederick Langseth Olson Spear
Bertram Frederickson, D.J. Lantry Pehler Storm
Brandl Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brataas Freeman Lessard Peterson, R.W. Vickerman
Chmielewski Gustafson Luther Piper Waldorf
Cohen Hughes Marty Pogemiller

So the bill passed and its title was agreed to.

H.E No. 2629: A bill for an act relating to minerals; authorizing the
commissioner-of natural resources to lease certain severed mineral interests;
.amending Minnesota Statutes 1986, section 93. 55 subdivisions 1, 3, and
by adding a subdivision.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 64 and nays 0, as follows:
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Adkins Dahl Johnson, DLE. McQuaid Purfeerst
Anderson Davis Johnson, D.J. Merriam Ramstad
Beckman Decker Jude Metzen Retchgott
Belanger DeCramer Knaak Moe, DM, Renneke
Benson Dicklich Knutson Moe, R.D. Samuelson
Berg Diessner Kroening Morse Schmitz
Berglin Frank ) Laidig Novak Solon
Bernhagen Frederick Langseth Olson Spear
Bertram Frederickson, D.J. Lantry Pehler Storm
Brandl .Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brataas Freeman Lessard Peterson, R.W. . Vickerman
Chmielewski Gustafson Luther Piper Waldorf
Cohen Hughes Marty Pogemiller

So the bill passed and its title was agreed to.

H.FE No. 2551: A bill for an act relating to state lands; authorizing private
conveyance of tax-forfeited land in St. Louis county. '

- With the unanimous consent of the Senate, Mr. Johnson, D.J. moved to
amend H.E No. 2551 as follows:

Page 2, line 10, delete “2.7" and insert “8.76"

Page 2, delete lines 12 to 17 and insert:

“That part of Government Lot 3, Section 21, Township 56 North, Range
14 West, St. Louis county, Minnesota, lying westerly of the following described

~ line:

Commencing at the northwest corner of said section 21; thence north

87 degrees 56 minutes 17 seconds west, along the north line of said section,
adistance of 1117 .10 feet; to the point of beginning thence south 0 degrees
27 minutes 36 seconds east, parallel with the west line of the northerly
part of Government Lot 3, a distance of 1825 feet more or less to the
lakeshore and said line there terminating.”

The motion prevailed. So the amendment was adopted.

H.E No. 2551 was read the third time, as amended, and placed on-its
final passage.

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

The roll was called, and there were yeas 63 and nays 1, as follows:

Those who voted in the affirmative were:

Adkins Dahl Johnson, D.J. Merriam Ramstad
Anderson Davis Jude Metzen Reichgott
Beckman Decker Knaak ‘Moe, D.M. Renneke
Belanger DeCramer Knutson Moe, R.D. Samuelson
Benson Diessner - Kroening Morse ’ Schmitz
Berg Frank Laidig Novak Solon
Berglin Frederick Langseth Olson - Spear
Bernhagen Fredericksen, D.J. Lantry Pehler Storm
Bertram Frederickson, D.R. Larson Peterson, D.C. Stumpt
Brandl Freeman Lessard Peterson, R.W. Vickerman
Brataas Gustafson Luther Piper Waldorf
Chmielewski Hughes Marty "Pogemiller

Cohen Johnson, D.E. McQuaid Purfeerst

Mr. Dicklich voted in the negative.

So the bill, as amended, passed and its title was agreed to.
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H.E No. 2489: A bill for an act relating to land exchange; authorizing
the exchange of certain state lands free from reservations of public travel
under certain conditions; authorizing sale of certain land in Cook county;
amending Minnesota Statutes 1986, section 94.342, subdivision 3.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bili.

The roll was called, and there were yeas 64 and nays 0, as follows:
Those who voted in the affirmative were:

Adkins Dahl Johnson, D.E. McQuaid Purfeerst
Anderson Davis Johnson, D.I. = Merriam Ramsiad
Beckman Decker Jude Metzen Reichgott
Belanger DeCramer _ Knaak Moe, DM, Renneke
Benson Dicklich Knutson . Moe, R.DD. Samuelson
Berg Diessner Kroening Morse Schmitz
Berglin Frank Laidig Novak Solon
Bernhagen Frederick Langseth Olson Spear
Bertram Frederickson, D.J. Lantry Pehler Storm -
Brand! Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brataas Freeman Lessard Peterson, R W. Vickerman
Chmielewski Gustafson Luther Piper Waldorf
Cohen Hughes : Marty Pogemiller

So the bill passed and its title was agreed to.

S.E No. 2079: A bill for an act relating' to natural resources; providing
for a statement of need and reasonableness before designating muskellunge
waters; amending Minnesota Statutes 1986, section 97C.011.

‘Was read the third time and placed on its final passage.
The question was taken on the passage of the bill. '

~ The roll was called, and there were yeas 61 and nays 3, as follows:
Those who voted in the affirmative were: ‘

Adkins Davis - Johnson, D.1. Metzen Reichgott
Anderson Decker Jude ) Moe, D.M. Renneke
Beckman DeCramer Knaak Moe, R.D. Samuelson
Belanger Dicklich Knutson . Morse Schmitz
Benscn Diessner Kroening Novak Solon
Berg Frank Laidig ) Olson Storm
Bernhagen Frederick Langseth Pehler Sturnpf
Bertram Frederickson, D.J. Lantry Peterson, D.C. Vickerman
Brandl Frederickson, D.R. Larson Peterson, R.W.-  Waldorf.
Brataas Freeman Lessard Piper

Chmielewski Gustafson Luther Pogemiller

Cohen Hughes Marty . Purfeerst

Dahl Johnson, D.E. McQuaid Ramstad

Ms. Berglin, Messrs. Merriam and Spear voted in the nega-five.
So the bill passed and its title was agreed to.

H.E No. 2402: A bill for an act relating to economic dcvelopﬁlent;
permitting certain development authorities to hold certain licenses; amend-
ing Minnesota Statutes 1987 Supplement, section 469,155, subdivision 13.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.

The roll was called, and there were yeas 64 and nays 0, as follows:
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Those who voted in the affirmative were:

Adkins
Anderson
Beckman
Belanger
Benson
Berg
Berglin
Bernhagen
Bertram
Brand]

" Brataas
Chmielewski
‘Cohen

Dahl
Davis
Decker
DeCramer
Dicklich
Diessner
Frank
Frederick

Johnson, D.E.
Johnson, D.J.
Jude

Knaak
Knutson
Kroening
Laidig
Langseth

Frederickson, D.1 Lantry
Frederickson, D.R. Larson

Freeman
Gustafson
Hughes

Lessard -
Luther
Marty

McQuaid
Merriam
Metzen |
Moé, D.M.
Moe, R.D.
Morse

Novak

Olson

Pehler
Peterson, D.C.
Peterson, R. W,
Piper
Pogemiller

So the bill passed and its title was agreed to.
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Purfeerst
Ramstad

- Reichgott

Renneke
Samuelson
Schmitz
Solon
Spear
Storm
Stumpf
Vickerman
Waldorf

H.F No. 2422: A bill for an act relating to agriculture; clarifying certain
exemptions; specifying property exempt from final process issued by a
court; modifying the exemption for employee benefits; amending Minnesota
Statutes 1986, sections 323.24; and 550.37, subdivisions 5 and 24.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yéas 64 and nays 0, as follows:
Those who voted in the affirmative were:

Adkins
Anderson
Beckman
Belanger
Benson
Berg
Berglin
Bernhagen
Bertram
Brandl
- Brataas
Chmielewski
Cohen

Dahl
Davis
Decker
DeCramer
Dicklich
Diessner
Frank
Frederick

Johnson, D.E.

Johnson, D.1.
Jude

Knaak
Knutson
Kroening
Laidig
Langseth

Frederickson, D.J. Lantry
Frederickson, D.R. Larson

Freeman
Gustafson
Hughes

Lessard
Luther
Marty

McQuaid
Merriam
Metzen

Moe, D.M.
Moe, R.D.
Morse

Novak

Olson .

Pehler
Peterson, D.C.
Peterson, R.W
Piper
Pogemiller

So the bill passed and its title was agreed to.

H.E No. 2508: A bill for an act relating to statute of limitations; providing
relief for certain individuals denied a remedy due to the unconstitutionality
of a statute of limitation relating to real property improvement.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.
The roll was called, and there were yeas 65 and nays 0, as follows:
Those who voted in the affirmative were:

Adkins
Anderson
Beckman
Belanger
Benson
Berg
Berglin
Bernhagen
Bertram
Brandi -
Brataas
Chmielewski
Cohen

Dahl
Davis
Decker
DeCramer
Dicklich
Diessner
Frank
Frederick”

Johnson, D.E.
Johnson, D.1.
Jude

Knaak
Knutson
Kroening
Laidig
Langseth

Frederickson, D.J. Lantry
Frederickson, D.R. Larson

Freeman
Gustafson
Hughes

Lessard
Luther
Marty -

McQuaid
Merriam

- Metzen

Moe, D.M.
Moe, R.D.
Morse

Novak

Qlson

Pehler
Peterson, D.C.
Peterson, R.W.
Piper
Pogemiller

Purfeerst
Ramstad
Reichgott
Renneke
Samuelson
Schmitz
Solon
Spear
Storm
Stumpf
Vickerman
Waldorf

Purfeerst .
Ramstad
Reichgott
Renneke
Samuelson
Schmitz
Solon
Spear
Storm
Stumpf
Taylor
Vickerman
Waldorf
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So the bill passed and its title was agreed to.

H.E No. 1971: A bill for an act relating to guardianship; permlmng
appointment of any number of guardians; permitting the appointment of
guardians who reside outside the state; amending Minnesota Statutes 1986,
sections 525.54, subdivision 1; and 525.544, subdivision 2.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeaé 65 and nays 0, as follows:

Those who voted in the affirmative were:

Adkins Daht Johnson, D.E. McQuaid Purfeerst
Anderson Davis Johnson, D.J. Merriam Ramstad
Beckman Decker Jude Metzen Reichgott
Belanger. DeCramer Knaak Moe, D M. Renneke
Benson Dicklich Knutson Moe, R.D. Samuelson
Berg - Diessnet Kroening Morse Schmitz
Berglin Frank Laidig Novak Solon
Bernhagen Frederick Langseth Olson Spear
Bertram Frederickson, D.J. Lantry Pehler Storm
Brandi Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brataas Freeman’ Lessard Peterson, R W, Taylor
Chmielewski Gustafson Luther Piper Vickerman
Cohen Hughes Marty Pogemiller Waldorf

So the bill passed and its title was agreed to.

H.E No. 1659: A bill for an act relating to constables; authorizing town
boards to form law enforcement agencies; abolishing the office of constable;
authorizing the board of peace officer standards and training to issue peace
officer licenses to persons possessing constable licenses; amending Min-
nesota Statutes 1986, sections 367.40,- subdivision 3, and by adding a
subdivision; and 367.42, subdivision 1, and by adding a subdivision; pro-
posing coding for new law in Minnesota Statutes, chapter 367; repealing
Minnesota Statutes 1986, sections 367.41, subdivisions 4 and 5; 367.42,
subdivision 2; 626.843, subdivision 1a; and 626.845, subdivision 2; and
Minnesota Statutes 1987 Supplement, sections 367.03, subdivision 3; and
367.41, subdivision 1.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 65 and nays 0, as follows:

 Those who voted in the affirmative were:

Adkins Dahl Johnson, D.E. McQuaid Burfeerst
Anderson Davis Johnson, D.J. Merriam Ramstad
Beckman Decker Jude Metzen Reichgott
Belanger DeCramer Knaak Moe, D.M. Renneke
Benson Dicklich Knutson Moe, R.D. Samuelson
Berg Diessner Kroening Morse Schmitz
Berglin Frank © Laidig Novak * Solon-
Bernhagen Frederick Langseth Olson Spear
Bertram Frederickson, D.J. Lantry Pehler Storm
Brand] Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brataas Freeman Lessard Peterson, R. W. Taylor
Chmielewski Gustafson Luther Piper Vickerman
Cohen Hughes Marty Pogemiller Waldorf

So the bill passed and its title was agreed to.
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H.E No. 1844: A bill for an act relating to courts; prescribing when a
referee’s orders become effective; amending Minnesota Statutes 1986, sec-
tion 484.70, subdivision 7. .

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill. -

The roll was called, and there were yeas 63 and nays 1, as follows:

Those who voted in the affirmative were;

McQuaid -

Adkins Dahl Johnson, D.E. Reichgott
Anderson  Davis Johnson, D.J. Metzen Renneke
Beckman Decker Jude Moe, R.D. Samuelson
Belanger DeCramer Knaak Morse Schmitz -
Benson Dicklich - Knutson Novak Solon
Berg - Diessner Kroening Olson Spear
Berglin Frank . . Laidig Pehler Storm
Bernhagen Frederick Langseth Peterson, D.C, ©  Stumpf
Bertram Frederickson, D.J. Lantry Peterson, RW.  Taylor
Brandl Frederickson, D.R. Larson Piper - Vickerman
Brataas Freeman Lessard Pogemiller Waldorf
Chmielewski Gustafson Luther ~ Purfeerst

Cohen ) Hughes Marty Ramstad

Mr. Merriam voted in the negative,
So the bill passed and its title was agreed to.

'H.E No. 2340: A bill for an act relating to crime; law enforcement;
requiring the reporting of crimes motivated by bias; requiring the peace
officer standards and training board to mandate preservice training for peace
officers in recognizing, responding to, and reporting crimes of bias; requir-
ing the board to make similar instructional materials available to peace
officers for continuing education credit; proposing coding for new law in
Minnesota Statutes, chapter 626,

Was read the third time and placed on its final passaig'e.

The question was taken on the passage of the bill. .
The roll was called, and there were yeas 64 and nays 0, as follows:
Those who voted in the affirmative were: ' ‘

Adkins Dahl Johnson, D.E. McQuaid Ramstad-
Anderson - Davis Johnson, D.J. Merriam Reichgout
Beckman Decker Jude Metzen - Renneke
Belanger DeCramer - Knaak Moe, DM. Samuelson
Benson . Dicklich Knutson - Moe, R.D. Schmitz
Berg . Diessner Kroening Morse Solon -
Berglin Frank Laidig Novak Spear
Bernhagen Frederick Langseth Pehler Storm
Bertram Frederickson, D.J. Lantry - Peterson, D.C,  Sturnpf
Brandl Frederickson, D.R. Larson Peterson, R.'W. Taylor
Brataas . "Freeman Lessard Piper Vickerman
Chmielewski - Gustafson - Luther Pogemiller Waldorf
Cohen Hughes Marty Purfeerst :

So the bill passed and its title was agreed to.

H.E No. 2446: A bill for an act relating to St. Louis county; providing
duties of the county board and the county administrator; regulating finances;
providing for property assessments; repealing obsolete laws; amending Min-
nesota Statutes 1986, sections 383C.031; 383C.034; 383C.091; 383C.094,
subdivision 1; 383C.131; 383C.133, subdivision 1; 383C.135; 383C.16;
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383C.161; 383C.162; 383C.17; 383C.231, subdivision 1; 333C.232; 383C.26;
383C.261; 383C.36; 383C.422; 383C.482, subdivision 1; 383C.74, sub-
division 1; 383C.75; and 383C.78, subdivision 2; Minnesota Statutes 1987
Supplement, section 383C.035; proposing coding for new law in Minnesota
Statutes, chapter 383C; repealing Minnesota Statutes 1986, section 383C.075;
383C.076; 383C.095; 383C. 132:383C.13;383C.133; 383C 171:383C.174;
383C.175;383C.20; 383C.202; 383C.203; 383C.291;383C.292;383€.339;
383C.361; 383C.362; 383C.363; 383C.392, subdivision 2; 383C.423;
383C.424; 383C.45; 383C.481; 383C.52; 383C.521; 383C.523; 383C.55;
383(.551; 383C.552; 383C.553; 383C.554; 383C.555, subdivision 2;
383C.556; 383C.557; 383C.61; 383C.611; 383C.612; 383C.613; 383C.64;
383C.641; 383C.642; 383C.643; 383C.644; 383C.645; 383C.046; 383C.647;
383C.648; 383C.649; 383C.65; 383C.651; 383C.66; 383C.67; 383C.671;
383C.672;383C.673;383C.674;383C.675;383C. 676 383C 677 383C. 77
383C.80; 383C. 801; 383C.802; 383C.803; 383C.804; and 383C.805; Min-
“nesota Statutes 1987 Supplement section 383C.76.

Was read thie third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 65 and nays 0, as follows:
Those who voted in the affirmative were:

Adkins Dahl . Johnson, D.E. McQuaid Purfeerst
Anderson ~ Davis Johnson, D.J. Merriam Ramstad
Beckman Decker Jude Metzen Reichgott
Belanger . DeCramer - "Knaak Moe, D.M. .Renneke
Benson Dicklich Knutson Moe, R.D. Samuelson
- Berg Diessner Kroening Morse Schmitz
Berglin Frank Laidig Novak Solon
Bernhagen Frederick Langseth Olson - Spear
Bertram ) Frederickson, D.J. Lantry - Pehler "~ Storm
Brandl Frederickson, DLR. Larson Peterson, D.C. - Stumpf
Brataas Freeman Lessard Peterson, RW.  Taylor
Chmielewski Gustafson Luther. Piper . Vickerman

Cohen Hughes Marty * Pogemiller =~ Waldorf
So the bill passed and its title was agreed to. '

H.E No. 1923: A bill for an act relating to civil actions; lmposmg civil
liability for the theft of merchandise and shopping carts; proposing coding .
for new law in Minnesota Statutes, chapter 332. ’

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 63 and'nays 0, as follows:

- Those who voted in the affirmative were: A
Adkins Decker Jude . Meétzen - Reichgott

Anderson " ‘DeCramer Knaak Moe, DIM. Rénneke
Beckman Dicklich - Knutson Moe, R.D. Samuelson
Belanger Diessner - Kroening Morse Schmitz
Benson Frank © Laidig Novak . Solon
Berglin Frederick Langseth Olson Spear
Bernhagen Frederickson, D.J. Lantry Pehler Storm
Bertram Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brataas Freeman Lessard - Peterson, R.W. Taylor
Chmielewski Gustafson Luther Piper Vickerman
Cohen Hughes - - Marty Pogemiller . Waldorf
Dahl Johnson, D.LE. - McQuaid Purfeerst : )

Davis Johnson, D.I. Merriam Ramstad
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~So the bill passed and its title was agreed to.

S.E No. 2347: A bill for an act relating to commerce; regulating fran-
chises; modifying the definition of franchise to include certain royalty or
residuals agreements; regulating burglar alarm franchises; amending Min-
nesota Statutes 1986, section 80C.01, subdivision 4; proposing coding for
new law in Minnesota Statutes, chapter 80C. ‘ '

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill. _

The roll was called, and there were yeas 64 and nays 0, as follows:
Those who voted in the affirmative were: ' |

Adkins Dahl : Johnson, D.E. McQuaid Purfeerst
Anderson Davis ’ Johnson, D.J. Merriam - Ramstad
Beckman Decker = . Jude Metzen Reichgott
Belanger - DeCramer Knaak Moe, D.M. Renncke
Benson Dicklich . Knutson Moe,R.D. . Samuelson
Berg Diessner Kroening Morse Schmitz
Berglin Frank . : Laidig - Novak Solon
Bernhagen Frederick Langseth Olson : Storm
Bertram Frederickson, D.J. Lantry -Pehler Stumpf
Brand| Frederickson, D.R. Larson - " Peterson, DC. . Taylor
Brataas Freeman . Lessard . Peterson, R. W, Vickerman
Chmielewski Gustafson " Luther Piper ‘Waldorf
Cohen Hughes * Mariy _ Pogemiller

So the bill passed and its title was agre'ed 'to.

H.E No. 1189: A resolution memoralizing the United States Congress
to amend the Employment Retirement Security Act to permit the direct
regulation of self-insured: health care plans.

- Was read the third time and placed on its final passage.
The question was taken on the passage of the resolution.
"The roll was called, and there were yeas 64 and nays 0, as follows:

"Those who voted in the affirmative were: .
Adkins ~ Dahl " Johnson, DE. * McQuaid Ramstad

Anderson - Davis Johnson, D).~ Merriam Reichgott
Beckman . -Decker = Jude - - -Metzen Renneke
Belanger - . DeCramer Knaak Moe, DM. Samuelson
Benson Dicklich Knutson Moe, R.D. Schimitz
Berg . Diessner Kroening Morse Solon
Berglin Frank - Laidig Novak Spear
Bernhagen Frederick " Langseth Olson Storm
Bertram Frederickson, D.J, Lantry . Pehler - = Stumpf

. Brandl© - .- Frederickson, D.R. Larson Peterson, D.C. Taylor
Brataas Freeman " Lessard Piper . Vickerman
Chmielewski Gustafson .~ . Luther Pogemiller Waldorf
Cohen Hughes Martys. Purfeerst

So the resolution passed and its title was agreed to.

H.E No. 1913: A bill for an act relating to employment; prohibiting
employer reprisals against employees who decline to participate in chari-
table fund drives; proposing coding for new law in Minnesota Statutes,
chapter 181. :

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
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The roll was called, and there were yeas 65 and nays 0, as follows:
Those who voted in the affirmative were:

AdkKins Dahl Johnson, D.E. McQuaid Purfeerst

Anderson Davis Johnson, D.J. Merriam - Ramstad
Beckman Decker Jude Metzen Reichgott
Belanger DeCramer Knaak Moe, D.M. Renneke
Benson Dicklich Knutson Moe, R.D. Samuelson
Berg Diessner Kroening Morse Schmitz
Berglin Frank - Laidig Novak Solon
Bernhagen Frederick - Langseth Olson Spear
Bertram Frederickson, D.J. Lantry Pehler . Storm
Brandl Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brataas Freeman Lessard Peterson, R.W. Taylor
Chmielewski Gustafson Luther Piper Vickerman
Cohen Hughes Marty Pogemiller Waldorf

So the bill passed and its title was agreed to.

H.E No. 521: A bill for an act relating to lake improvement districts;
providing for notice of their annual meetings; amending Minnesota Statutes
1986, section 378.545, subdivision 2; proposing coding for new law in
Minnesota Statutes, chapter 378.

Was read the third time and placed on its final passage.

The question was taken on th_e passage of the bill.

The roll was called, and there were yeas 65 and nays 0, as follows:
. Those who voted in the affirmative were: |

Adkins Daht Johnson, D.E. McQuaid - Purfeerst

Anderson Davis Johnson, D.J. Merriam Ramstad
Beckman Decker © Jude Metzen . Reichgott
Belanger DeCramer Knaak Moe, D.M. Renneke
Benson Dicklich Knutson . Moe,R.D. Samuelson -
Berg Diessner Kroening Morse Schmitz
Berglin Frank Laidig Novak - Solon -
Bernhagen Frederick Langseth Olson Spear
Bertram Frederickson, D.J. Lantry Pehler Storm
Brandl Frederickson, D.R. Larson Peterson, D.C. Stwmpf
Brataas Freeman Lessard Peterson, R.W Taylor
Chrnielewski Gustafson Luther Piper Vickerman
Cohen " . Hughes - Marty Pogemiller Waldorf

So the bill passed and its title was'égreed to.

H.E No. 1710: A bill for an act relating to crime; prohibiting the display
of sexually explicit material deemed harmful to minors in places of public
accommodation open to minors; providing a penalty; amending Minnesota
Statutes 1986, sections 617.293; and 617.296, subdivision 1, and by adding
a subdivision.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 61 and nays 1, as follows:

Those who voted in the affirmative were:
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Mr. Spear voted in the negative.

So the bill passed and its title was agreed to.
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Adkins Dahl Johnson, D.E. McQuaid Renneke
Anderson Davis Johnson, D.I. Metzen Samuelson
Beckman Decker Jude Moe, D.M. Schmitz
Belanger DeCramer Knaak Moe, R.D. Solon

" Benson Dicklich Knutsen Morse Storm
Berg Diessner Kroening Novak - - Stumpf
Berglin Frank Laidig Olson Taylor
Bernhagen Frederick Langseth - Pehler | Vickerman
Bertram Frederickson, D.J. Lantry = Peterson, D.C. Waldorf
Brand| Frederickson, D.R. Larson Piper i
Brataas Freeman Lessard Purfeerst
Chmielewski Gustafsen Luther Ramstad
Cohen Hughes Marty Reichgott

H.E No. 1277: A bill for an act relating to transportation; providing for

state park road account funds to be used for lake access roads; amending
Minnesota Statutes 1986, section 162.06, subdivision 5.

Was read the third time and placed on its final Passage.
The question was taken on the passage of the bill.

The roll was called, and there were yeas 64 and nays 0, as follows:

Those who voted in the affirmative were:

i
Merriamf

Adkins Dahl Johnson, D.J. Ramstad
Anderson Davis Jude Metzen | Reichgott
Beckman Decker Knaak Moe, DM, Renneke
Belanger DeCramer Knutson Moe, R.D. Samuelson
Benson Dicklich . Kroening Morse Schmitz
Berg Frank Laidig Novak Solon
Berglin Frederick Langseth Olson Spear
Bernhagen Frederickson, D.J. Lantry Pehler | Storm
Bertram Frederickson, D.R. Larson Peterson,i D.C Stumpf
Brand] " Freeman Lessard Peterson, R.W,  Taylor
Brataas Gustafson Luther Piper Vickerman
Chmielewski Hughes. Marty Pogemiller - Waldorf
Cohen Johnson, D.E. McQuaid

Purfeerst!

So the bill passed and its title was agreed to.

S.E No. 1987: A bill for an act relating to state ‘government; requiring
the commissioner of employee relations to study the use of part-time
employees in the executive branch work force; requiring a report.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 51 and‘nays 9, as follows:

Those who voted in the affirmative were: i

Novak - |

Adkins “Dicklich Langseth Schmitz
Beckman Diessner Lantry . Olson Solon
Belanger Frank Lessard Pehler . Spear
Bertram Frederickson, D.J. Luther Peterson, D.C. Storm
Brand! Frederickson, D.R. Marty Peterson, R.W, Stumpf
Chmielewski Freeman McQuaid Piper Vickerman
Cohen Johnson, D.E. Merriam Pogemiller Waldorf
Dahl Johnson, D.J. Metzen Purfeerst ;

Davis Jude Moe, DM. Reichgott,

Decker Kroening Moe, R.D. Renneke ;

DeCramer Laidig Morse Samuelson



6752 JOURNAL OF THE SENATE {78TH DAY

Those who voted in the negative were:

Andersoﬁ . Berg Frederick Knutson Ramstad
Benson Bernhagen Knaak Larson

So the bill passed and its title was agreed to.

H.E No. 1469: A bill for an act relating to traffic regulations; providing
for restrictions on vehicles transporting firewood on highways; amending
Minnesota Statutes 1986, sections 169.80, subdivision 1; and 169.81, by
adding a subdivision.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 62 and nays 1, as follows:

Those who voted in the affirmative were: _
Adkins Decker Jude Mo¢, DM. Renneke

Anderson DeCramer Knaak Moe, R.D. Samuelson
Beckman Dicklich Knutson Marse Schmitz
Benson Diessner Kroening Novak Salon
Berg - Frank Laidig Olson Spear
Berglin Frederick Langseth Pehler Storm
Bernhagen Frederickson, D.J. Lantry Peterson, D.C. Stumpf
Bertram Frederickson, D.R. Larson Peterson, R. W Taylor
Brandl Freeman Lessard Piper Vickerman
- Brataas Gustafson Marty Pogemiller Waldorf
* Chmielewski Hughes McQuaid " Purfeerst -
Dahl Johnson, D.E. Merriam Ramstad
Davis Johnson, D.1 Metzen Reichgott

Mr. Belanger voted in the negative.
So the bill passed and its title was agreed to.

H.E No. 2265: A bill for an act relating to natural resources; correcting
certain provisions for net size for the taking of ciscoes; amending Minnesota
Statutes 1986, section 97C.803, subdivision 2.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 54 and nays 9, as follows:

Those who voted in the affirmative were:

Adkins Coten Knutson Metzen Reichgott
Anderson Decker Kroening Moe, DM. Renneke
Beckman Diessner Laidig Moe, R.D. Samuelson
Belanger Frederick Langseth Morse Schmitz
Benson Frederickson, D). Lantry Novak Solon
Berg Frederickson, D.R, Larson - Olson Spear -
Berglin Freeman Lessard Peterson, D.C. Storm
Bernhagen Gustafson Luther Peterson, R W, Stumpf
Bertram Johnson, D.E. Marty . Piper Vickerman,
Brataas Jude McQuaid Purfeerst Waldorf
Chmielewski - Knaak  “Merriam Ramstad

Those who voted in the negative were:

Brandl Davis Dicklick - Johnson, D.J. Pogemiller
Dahl DeCramer Frank - Pehler :

So the bill passed and its title was agreed to.
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" MOTIONS AND RESOLUTIONS CONTINUED

Mr. Moe, R.D. moved that H.F No. 2126 be taken from the table. The
- motion prevailed

H.E No. 2126: A bill for an act relating to the organizatien and operation
of state government; appropriating money for hiuman resources and other
purposes with certain conditions; amending Minnesota Statutes 1986, sec-.
tions 3.9223, subdivision 3; 3.9225, subdivision 3; 3.9226, subdivision 3,
62A.54; 62E.04, by adding subdivisions; 129A.02, subdivisien 3; 129A.09;

~129A.10; 144,053, by adding subdwxsnons 144.125; 144A.04, by addmg
a subdlv151on 145. 853, subdivision 2; 145. 894; 245. J71, by adding a
subdivision; 245 814, subdmsnonsl 2, and3 245 83;245. 84 subdivision
1; 246.023; 248 .07, subdivision 7 and 12; 252.291, subdmswns 1 and 2;
256.73, subdivisions 2, 6, and by adding subdivisions; 256.736, by-adding
. subdivisions; 256.76, subdivision 1; 256B.08; 256B.092, subdivisions 5
and 7; 256B.14, subdivision 2; 256B.17, subdivision 7;.256B.431, by add-
ing subdivisions; 256B.501, subdivision 3, and by adding subdivisions; -
256B.69, subdivisions 3 and 4; 256D.02, subdivision 7, and by adding a
subdivision; 256D.06, by addmg a subdiwsmn 256D.07; 256D, 35, by add-
ing a subdivision; 256D. 37, subdivision 2, and by adding subdivisions;
256E.12, subdivisions 1 and 2; 256F03, subdivision 8; 257.071, subdi'-
visions 2 and 3, and by adding a subdivision; 257.072; 260.181, subdivision
3; 268.0111, by adding a subdivision; 268.911, subdivision 3; 326.371;
- 462A.05, by adding a subdivision; 462A.21, by adding a subdivision;
609,72, subdivision 1; 611A.32, by adding a subdivision; Minnesota Stat-
utes 1987 Supplement, sections 3.922, subdivision 6; 16B.08, subdivision
7; 16B.61, subdivision 3; 62A.152, subdivision 2; 62A.48, subdivision 7:
62A.50, subdivision 3; 62D.102; 129A.01, subdivisions 5, 6, and 7; 129A.03;
129A.06, subdivision 1; 129A.07, subdivision 1; 129A.08, subdivisions
1, 4, and 5, and by adding subdivisions; 144A.071, subdivision 3; 144A.073,
- subdivisions 1, 2, 7, and 8; 148B.23, subdivision 1; 148B.42, subdivision
1; 245.462, subdivisions 3, 4, 6, 17, 18, 19, 20, 21, 23, and 25; 245.465;
245,466, subdivisions 1, 2, and 5; 245.467, by adding subdivisions; 245.469,
subdivision 2; 245.47], subdivisions 2 and 3; 245.472, subdivision 2;
245.475, subdivisions 1 and 2; 245.476, subdivision 1; 245.477; 245.478,
subdivisions 1, 2, and 9; 245.479; 245 .482, subdivision 2; 245.696, sub-
division 2; 245.697, subdivision 2, and by adding a subdivision; 245A.09,
by adding a subdivision; 248.07, subdivision 8; 252.291, subdivision 3;
252.46, subdivisions 5 and 6, and by adding subdivisions; 253B.03, sub-
division 6; 256.015, subdivision 2; 256.736, subdivisions 1b, 4, and 11{;
256.936; 256.9609, subdivision 3; 256B.02, subdivision 8; 256B.031, sub-
division 5; 256B.042, subdivision 2; 256B.06, subdivisions 1 and 4; 256B.091,
subdivision 4; 256B.35, subdivision 1; 256B.431, subdivision 4; 256B.433,
subdivision .1; 256B.501, subdivision 1; 256B.73, subdivision 2, and by
adding a subdivision; 256D.01, subdivision la; 256D.03, subdivision 3;
256D.06, subdivisions. 1 and 1b; 256D.37, subdivision 1; 256E.12, sub-
division 3; 268.91, subdivisions 1, 3, 3b, 3¢, 3e, 4, and 12; 393.07, sub-
. division 10, and by adding a subdivision; Laws 1984, chapter 654, article
5, section 37, subdivision 1, as amended; Laws 1987, chapter 337, section
131; Laws 1987, chapter 403, article 2, section 34; Laws 1987, chapter
403, article 4, section 13; Laws 1987, chapter 403, article 1, section 4,
subdivision 4; proposing coding for new law in Minnesota Statutes, chapters
62A; 62C; 62D; 144; 145; 152A; 157; 179A; 245; 246; 252; 256, 256B;
256H; 257; and 268; repealing Minnesota Statutes 1986, sections 136.26;
144.388; 245.84, subdivision 4; 245.86; 245.87; and 257.071, subdivision
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6; Minnesota Statutes 1987 Supplement, sections 129A.01, subdivision 8;
129A.07, subdivision 2; 129A.08, subdmswn 3; 148B.04, subd1v151on I;
and 256B 73, subdwmon 10.

SUSPENSION OF RULES -

Mr. Moe, R.D. moved that an urgency be declared within the meaning
of Article IV, Section 19, of the Constitution of Minnesota, with respect
to H.E No. 2126 and that the rules of the Senate be so far suspended as
to give H.E No. 2126 its second and third reading and place it on its final
passage. The motion prevailed.

H.E No. 2126 was read the second time.
Mr. Samuelson moved to amend H.E No. 2126 as follows:

“Delete everything after the enacting clause, and delete the title, of H.E
No. 2126, and insert the language after the enacting clause, and the title,
of S.E No. 2568, as introduced.

The motion prevailed. So the amendment was adopted.

Mr. Johnson, D.E. moved to amend H.E No. 2126, as amended by the
Senate March 29, 1988, as follows:

(The text of the amended House File is identical to S.F No. 2568.)
Page 4, delete lines 36 to 41 and insert:

“Of this appropriation, $200,000 must be
transferred to the state planning agency to pro-
vide a grant of $25,000 to each regional treat-
ment center community task force to develop
a plan for the future use of the regional treat--
ment center.”

Page 63, line 13, delete “FARIBAULT™ and after “CENTER” insert
“TASK FORCES”

Page 63, line 15, delete “f3-member”
Page 63, line 16, delete “the Faribault” and insert “each”
Page 63, line 18, delete “Faribault” and insert “the”

Page 63, line 19, delete “Faribault” in both places and delete “institute”
and insert “institutes”

Page 63, line 20, delete everythmg after the first comma and insert “the
city and” :

Page 63, line 21, delete everything after the first “county™ and insert
“in which the regrona[ center is locared local hospitals,”

Page 63, line 24, delete “a Furibault”™ and insert “each”
Page 63, line 26, delete “Faribault” and insert “the”

Page 63, line 32, delete “The Faribauit” and insert “Each”
Page 63, line 36, delete “Faribault” and insert “each”

Correct the subdivision and section totals and the summaries by fund
accordingly
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The motion did not prevail. So the amendment was not adopted.

Mr. Fredericksen, D.R. moved to amend H.E No. 2126, as amended by
‘the Senate March 29, 1988, as follows:

(The text of the amended House File is identical to S.E No. 2568.)

Page 63, line 31, after the period, insert “ The task force must not consider
or recominend that the regional treatment center be used to provide new
or expanded servtces of a type currently provided by danother regtonal
treatment center.”

The motion did not prevail. So the amendment was not adopted..

Mr. Renneke moved to amend H.E No. 2126; as amended by the Senate
March 29, 1988, as follows:

{The text of the amended House File is, 1dent1ca] to S.E No. 2568.)
Page 32, line 32, delete “ir Silver Bay”

Page 32, lines 33 and 34, delete “owned by the city of Silver Bay if the
city donates the building” and insert “donated by a municipality or other
local governmental entity” ,

Page 33, lines 3 and 4, delete “The city of Silver ‘Bay shall secure”
Page 33, line 4, after “requirement” insert “must be secured”
The motion did not prevail. So the amendment was not adopted.

Mr. Jude moved to amend H.E No. 2126 as amended by the Senate
March 29, 1988, as follows:

{The text of the amended House File is identical to S.F. No. 2568.)
Page 15, after line 10, insert:

“Sec. 9. Minnesota Statutes 1986, section 144.12, is amended by adding
a subdivision to read: :

Subd. 4. [DEADLY INFECTIOUS DISEASES.] The commissioner shall
prevent any business from facilitating sexual practices which transmit deadly
infectious diseases.”

Renumber the sections in sequence and correct the internal references
Amend the title accordingly ' )

The question was taken on the adoption of the amendment.

The roll was called, and there were yeas 3.9 and nays 18, as follows:

Those who voted in the affirmative were: _
Adkins. - - Chmielewski Gustafson McQuaid Schmitz

Anderson Dahl - Jehnsen, DLE. Mehrkens Storm

- Beckman Decker Jude Metzen . Stumpf
Belanger DeCramer . Knaak Morse Taylor
Benson Frank Kroening Olson : Vickerman
Berg Frederickson, D.). Laiidig Ramstad Waldorf .
Beinhagen Frederickson, D.R. Langseth ~ Reichgott © Wegscheid

Bertram Freeman Larson Renneke

Those who voted in the negative were:
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Berghin Diessner Marty Peterson, R.W. Samuelson
Brandl Johnson, D.1. Merriam Piper Spear
Brataas Knutson Moe, D.M. Pogemiller

Dicklich Lantry Peterson, D.C. Purfeerst

The motion prevailed. So the amendment was adopted.

Mr. Frederickson, D.R. moved to amend H.E No. 2126, as amended by
the Senate March 29, 1988, as follows:

'(The text of the amended House File'is identical to S.F No. 2568.)
Page 23, line 17, delete “or”
Page 23, line 27, after “requirements” insert “; or

{g) to license or certify us new nursing home beds up to one-half of the
existing licensed hospital beds in a hospital that on March 1, 1988, had
less than ten beds licensed under sections 144.50 to 144.56 and is located
in.a city with less than 750 residents and a county with less than 30,000
residents. The beds cannot be licensed or certified if a.skilled nursing care
facility located within the county objects. A hospital seeking licensing or
certification of new beds under this exception shall notify each skilled
nursing care facility located within the county by serving a copy of the
completed license application on each facility at the same time it submits
the application to the commissioner of health. A skilled nursing facility
that objects to licensing or certification of the new beds must submit its
written objections to the commissioner of health within 30 days after
receiving a copy of the application”

CALL OF THE SENATE

Mr. Merriam imposed a call of the Senate for the balance of the pro-
ceedings on H.E No. 2126. The Sergeant at Arms was instructed to bring
in the absent members.

The question recurred on the Frederickson, D.R. amendment. The motion
did not prevail. So the amendmenwas not adopted.

Mr. Benson moved to amend H.E No. 2'126, -as amended- by the Senate
March 29, 1988, as follows:

(The text of the amended House File is identical to S.E No. 2568.)
Page 16, after line 13, insert:

“Sec. 11. Minnesota Statutes 1986, section 144.651, is amended by
adding a subdivision to read:

Subd. 4a. [ASSET TRANSFER NOTICE.| When a person is admitted
into a nursing home or extended care facility, the nursing home or facility
shall give the person.a copy of the notice required in section 103 regarding
the person’s rights to transfer liquid assets to the person's noninstitution-
alized spouse in order to qualify for medical assistance under chapter
256B. The health care facility also shall give the person the name, business
address, and telephone number of at least one employee of the state or
county agency who is responsible for administering the rransfer of liquid
assets for qualified persons under section 256B.17, subdivision 7, and
sections 102 and 103.”

Page 100, line 12, strike ‘_‘$10,000"’ and insert “$25,000”
Page 101, after line 10, insert: ' '
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“Sec. 101. Minnesota Statules 1936, sectlon 256B.17, subdivision 7, is
amended to read:

Subd. 7. [EXCEPTION FOR ASSET TRANSFERS. ] Notwithstanding
the provisions of subdivisions 1 to 6, an institutionalized spouse who applies
for medical assistance on or after July 1, 1983, may transfer liquid assets
to a noninstitutionalized spouse without loss of eligibility if al of. The
liquid assets transferred to the noninstitutionalized spouse are not con-
sidered available to the institutionalized spouse for purposes of determin-
ing eligibility or for future medical support. The noninstitutionalized spouse
has no duty of future medical support of the institutionalized spouse from
those transferred liquid assets, except as required by section 2568.14,
subdivision 2. The following conditions apply:

(a) the noninstitutionalized spouse is not applying for or receiving assistance;

{b) the noninstitutionalized spouse has less than $36-606 $25,000 in
liquid assets, including assets singly owned and 50 percem ot assets owned
jointly with the institutionalized spouse;

(c) The amount transferred; together with the noninstitutionalized spouse’s

¢4 The transfer may be effected only once, at the time of initial medical
assistance application; and

(d). The transfer must meet the requtremenrs in. section 102.

Sec. 102. Minnesota Statutes 1986, section 256B.17, is amended by
adding a subdivision to read: .

Suba‘ 7a. [ASSET TRANSFER REQUIREMENTS.] If an institution-
alized spouse chooses to transfer liquid assets to the noninstitutionalized
spouse under subdivision 7, the transfer must be as follows:

(a) If the liquid assets have a value of less than $25,000, they must be
transferred so that the roninstitutionalized spouse has sole ownership of
the transferred liquid assets.

-(b) If the liquid assets have a value of at least $25 000 but less than
$50,000, they must be transferred so that the noninstitutionalized spouse
has sole ownership of the value of $25,000 of the transferred liguid assets.

(c) If the liquid assers have a value of $50,000 or more, they must be
transferred so that the noninstitutionalized spouse has sole ownership of
the liquid assets having one-half the value of the transferred liquid assets.

(d) At the time of initial medical assistance application, the institution-
alized spouse and the noninstitutionalized spouse shall sign a notice of
intent to transfer liquid assets under section 256B8.17, subdivision 7, and
file the notice of intent with the county agency. The transfer applies to
liquid assets owned on the date the notice of intent is filed.

(e) Within 90 days after the notice of intent is filed, or wnhm the
additional time the state agency allows, the institutionalized spouse and
the noninstitutionalized spouse, or their representatives, shall file with the
county agency evidence of the transfer of liquid assets. The transfer is
effective on the date of initial application if evidence of the transfer is
filed within the allowed time period.

Sec. 103. Minnesota Statutes 1986,.section 256B.17, is anﬁended by
adding a subdivision to read:
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Subd. 7b. [ASSET TRANSFER NOTICE.] When a person applies for
medical assistance, the state agency shall give the person and the person’s
spouse, or their personal representatives, if any, a clear and simple written
notice:

(1) that an institutionalized spouse may transfer liquid assets to the
noninstitutionalized spouse as provided in subdivision 7 and section 102
and -

{2) that the transferred liquid assets are not consaa’ered in determining
eligibility for medical assistance for the institutionalized spouse and that
the noninstitutionalized spouse is not required to use the transferred liguid
assels to contribute to future medical support for the institutionalized
spouse except as required by section 256B.14, subdivision 2.

The state agency shall give copies of the written notice to extended care
facilities and nursing homes, for distribution to persons being admitted.

Sec. 104. Minnesota Statutes 1986, section 256B.17, is amended by
adding a subdivision to read:

Subd. 7c. [AGENCY REPQRT.] Upon three years after the effective date
of sections 11 and 101 10 103, the state agency shall report to the legislature
on the number of persons who have transferred their liquid assets under
subdivision 7 and section 102, the cost 1o the state, and the effecnveness
of the allowance of such transfers.”

Renumber the sections in sequence and correct the internal references
Amend the title accordingly '

The question was taken on the adoption of the amendment.

The roll was called, and there were yeas 26 and nays 38, as follows:

Those who voted in the affirmative were:

Anderson Decker Knutson Mehrkens Taylor
Belanger Frederick Kroening Metzen Vickerman
Benson Frederickson, D.R. Laidig Morse

Berg Gustafson Larson QOlson

Bernhagen Johnson, D.E. Lessard - Ramstad

Brataas Knaak McQuaid Storm

Those who voted in the negative were:

Adkins - Davis Jude Pehler Schmitz
Beckman DeCramer Langseth - Peterson, D.C. Solon
Berglin Dicklich Lantry Peterson, R. W Spear
Bertram Diessner Marty Piper Stampf
Brand! Frank Merriam Pogemiller Waldorf
Chmielewski Frederickson, D.J Moe, D.M. Purfeerst Wegscheid
Cohen - Freeman Moe, R.D. Reichgott -

Dahl Johnson, D). Novak Samuelson

The motion did not prevail. So the amendment was not adopted.

H.E No. 2126 was read the third time, as amended, and placed on its
final passage.

The question was taken on the passage 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:
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Adkins Cohen Gustafson Marty Piper
Anderson Dahi Johnson, D.E. McQuaid Ramstad
Beckman - Davis Johnson, D.I. Mehrkens Reichgott
Belanger Decker Jude Merriam Renneke
Benson DeCramer Knaak Metzen Samuelson
Berg Dicklich Knutson Moe, R.D. . Schmitz
Berglin Diessner Kroening Morse Spear
Bernhagen Frank Laidig Novak Storm
Bertram Frederick Langseth Olson Stumpf
Brand! . Frederickson, D.J. Lantry Pehler Taylor
Brataas Frederickson, D:R. Larson Peterson, D.C: Vickerman
Chmielewski Freeman_ Lessard Peterson, R.W. Waldorf

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

Mr. Samuelson moved that S.E No. 2568, on General Orders, be strlcken
and laid on the table. The motion prevalled

' RECESS

Mr. Moe, R.D. moved that the Senate do now recess S-ubject to the call
of the President. The lTlOthﬂ prevailed.

After a brief recess the Pre51dent called the Senate to order.

APPOINTMENTS

Mr. Moe, R.D. from the Subcommittee on Committees recommends that
the following Senators be and they hereby are appomted as a Conference
Committee on:

S.E No. 1861: Mr. Pehler, Ms. Berglin and Mr. Brandl.

S.F No. 2565: Messrs. Langseth, Mehrkens, Wegscheid, 'Metze_n and
Purfeerst.

Mr. Moe, R.D. moved that the foregomg appointments be approved. The
motion prevailed.

SUSPENSION OF RULES

Mr. Moe, R.D. moved that an urgency be declared within the meaning
of Article IV, Section 19, of the Constitution of Minnesota, with respect
- to S.E No. 2569 and that the rules of the Senate be so far suspended as to
give S.F No. 2569, now on General Orders, its third reading and place it
on its final passage. The motion prevailed.

S.E No. 2569: A bill for an act relating to education; appropriating money

" 10 the higher education coordinating board, regents of the University of
Minnesota, state university board, state board for community colleges, and
state -board of vocational technical education,. with certain conditions;
authorizing bonding for capital improvements; amending Minnesota Stat-
utes 1986, sections 3.971, subdivision 1; 92.05; 136.31, by adding a
subdivision; and 136.41, by adding subdivisions; 248.07, subdivisions 7
and 12; Minnesota Statutes 1987 Supplement, section 248.07, subdivision

. 8; Laws 1983, chapter 334, section 7, as amended; and Laws 1987, chapter
401, section 2, subdivision 6; proposing coding for new law in Minnesota
Statutes, chapters 135A and 137 repealing Minnesota Statutes 1986, sec-
tions 136.26; and 136C.13, subdivision 3.

Mr, Knaak moved to amend S.F No. 2569 as follows:
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Page 5, line 35, delete “Council” and msert “Task Force
Page 5, delete lines 37 to 52 and insert:

“A task force shall be established to review
state governance of technical institutes, merg-
ing community colleges with technical insti-
tutes and formation of intermediate school
districts throughout the state. The task force
shall evaluate advantages and disadvantages
of governance options and shall develop
implementation procedures. The advisory task
force shall be appointed by the chairs of the
' senate education committee, the house of rep-
resentatives higher education committee, the
house of representatives higher education
appropriations division, and the senate higher
education finance division. Members shall
include: one legislator from each higher edu-
cation committee and division;”

Page 5, line 53, delete everything before “two”

Page 6, line 3, after the first semicolon, insert “a member from the
departiment of employee relations;” :

Page 0, line 8, delete “council” and insert * advisory task force”

Page 6, line 9, delete * recommended procedures and insert “fmdmgs
and recommendations”

The question was taken on the adoption of the amendment,
The roll was called, and there were yeas 35 and nays 23, as follows:

Those who voted in the affirmative were:

Anderson Davis Gustafson Marty Peterson, D.C.
Belanger Decker . Knaak McQuaid Purfeerst
Benson Diessner Knutson Mehrkens Ramstad
Berg Frank - Kroening Merriam Reichgott
Berglin Frederick ~- Laidig Morse Storm
Bernhagen Frederickson, D.R. Larson - Olson Vickerman

Dahl Freeman Lessard ~ Pehler Wegscheid

Those who voted in the negative were:

Adkins ~ Cohen Johnson, D1 Peterson, R.W Stumpf
Beckman DeCramer Jude Piper Taylor
Bertram Dicklich Lantry . Pogemiller . Waldorf
Brand] Frederickson, D.J. Luther - - Samuelson -
Brataas -  Johnson, D.E. Metzen Schmitz

The motion pre\failed. So the amendment was adopted.

Ms. Pe'terson, D.C. moved to amend S.E No. 2569 as follows:

Pages 11 and 12, delete section 13

Renumber the sections in sequence and correct the internal references
Amend the title accordingly

The question was taken on the adoption of the amendment.

The roll was called, and there were yeas 29 and nays 32, as follows:
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Those who voted in the affirmative were:

Beckman " Frederick Larson " Morse Pogemiller
Berg Frederickson, D] Lessard Novak Renneke
Berglin Freeman McQuaid Olson Spear
Davis . Jude Merriam Pehler Vickerman
Diessner Knaak - . Metzen Peterson, D.C. Wegscheid
Frank " Knutson Moe, D.M. - Péterson, R.W:

Those who voted in the negative were:

Adkins Brataas Gustafson Luther Storm
Anderson Chmielewski Hughes Marty Stumpf
Belanger . - Cohen Johnson, DE. - Mehrkens Taylor
Benson Dahl Kroening Piper Waldorf
Bernhagen Decker : Laidig Ramslad

Bertram DeCramer Langseth . Reichgott

Brandl - Frederickson, D.R. Lantry - Schmitz

The motion did not prevail. So the amendment was not adopted,
Mr. Ramstad moved to amend S.F No. 2569 as follows:
Page 6, after line 10, insert: '
“(f) Regent Candidate Search Commission
$50,000

This appropriation is for expenses.of the regent
candidate search commission-and for support
services provided by the higher educatlon
coordinating board.

Pages 11 and 12, delete section 13 and insert: _
“Sec. 13. {137.0242]) {REGENT CANDIDATE SEARCH COMMISSION. ]

Subdivision 1. {ESTABLISHMENT.] There is established a candidate
search commission to assist the legislature in identifying qualified can-
didates for membership on the board of regents.

Subd. 2. [MEMBERSHIP] The commission must be composed of 24
members, three of whom reside in each congressional district. One member
from each congressional district must be appointed by the governor. One
member from each congressional district must be appointed by the speaker
of the house of representatives. One member from each congressional
district must be appointed by the subcommittee on committees of the com-
mittee on rules and administration of the senate. Each member shall serve
for a term of six years and may serve one additional term. Section 15.0575,
subdivisions 4 and 5, apply to vacancies in the commission. Members may
be reimbursed for expenses according 1o section 15.0575 but mist not be
compensated.

Subd. 3. [DUTIES.] The commission shall

(1)i in consultation with current andfarmer regems and the administra-
tion of the University of Minnesota, research, adopt and publish the qual-
ifications for a regent;

(2) develop, in consultation with current and former regents and the
administration of the University of Minnesota, and provide to _potential
candidates a statement of the responsibilities of a regent;

(3) establish a subcommittee for each congressional district, composed
of the three commission members residing in the congressional district and



6762 JOURNAL OF THE SENATE [78TH DAY

other members appointed by the subcommitiee, and encourage each sub-
committee to use the commission’s qualifications to ta’ennfy qualified can-
" didates within its congressional district;

{4) for each congressional district position on the board identify and
recruit, through the subcommittee established in clause (3), qualified can-
didates for the board of regents, based on the commission’s qualifications,
the background and experience of the candidates, and their potential for
discharging the responsibilities of a member of the board of regents; and

(5) for each at-large position on the board, including the student posz-
tion, identify and recruit qualified candidates, based on the commission’s
qualifications, the background and experience of the candidates, and their
potential for discharging the responsibilities of a member of the board of
regents.

Subd. 4. [RECOMMENDATIONS.] At the time the legislature elects a
regent, the commission shall recommend two or three qualified candidates
to the appropriate committees of the legzslamre For a candidate required
to reside in a congressional district, the commission shall recommend om’y
a candidate recommended by the subcommittee,

Subd. 5. [STAFE] The hzghereducatmn coordinating board shall provide
staff and support for the commission as necessary io discharge its
responsibilities.”

Page 16, after line 8, insert:

“Sec. 20. [INITIAL TERMS FOR REGENT CANDIDATE SEARCH
COMMISSION. |

Notwithstanding section 13, subdivision 2, for the initial commission,
one member appointed by each of the appointing authorities shall serve
a two-year term, one member shall serve a four -year term, and one member
shall serve a six-year terim.’

Page 16, line 11, after the period, insert “Section 20 is repealed June
30, 1989.”

Correct the subdivision and section totals and the summaries by fund
accordingly

Renumber the sections in sequence and correct the internal references
Amend the title accordingly

The question was taken on the adoption of the amendment.

The roll was called, and there were yeas 15 and nays 44, as follows:

Those who voted in the affirmative were:

Anderson Bernhagen Frederick Mehrkens Storm
Belanger Decker Laidig Ramstad Taylor
Benson _ Diessner Larson Reichgott Vickerman

Those who voted in the negative were:
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Adkins Davis Johnson, D.J. - McQuaid Peterson, D.C.
Beckman DeCramer Jude Merriam Peterson, R.W.
Berglin Dicklich Knaak Metzen Piper
Bertram ~ Frank Knutson Moe, D.M. Pogemiller
Brandl Frederickson, D.J. Kroening Moe, R.D. Renneke
Brataas Freeman Langseth Morse Schmitz
Chmielewski Gustafson Lantry Novak Spear
Cohen Hughes Lessard Olson Waldorf

" Dahl Johnson, D.E. Marty Pehler

The motion did not prevail. So the amendment was not adopted.

S.E No. 2569 was read the third time, as amended, and placed on its
final passage.

The question was taken on the passage of the bill, as amended.
The roll was called, and there were yeas 60 and nays 1 as follows:
Those who voted in the affirmative were: '

Adkins Cohen Jude Merriam Purfeerst
Anderson Dahi 7Knaak Metzen Ramstad
Beckman Davis Knutson Moe, DM, Reichgott
Belanger Decker Kroening Moe, R.D. Renneke
Benson DeCramer Laidig Morse Samuelson
Berg Dicklich Langseth Novak Schmitz
Berglin Diessner Lantry Olson Spear
Bernhagen  Frederick Larson Pehler Storm
Bertram Frederickson, D.]. Lessard Peterson, D.C. Stumpf
Brandl Freeman Marty Peterson, R W. © Taylor
Brataas Johnson, D.E. MeQuaid Piper Vickerman
Chmiielewski Johnson, D.J: Mehrkens Pogemiller Waldorf -

Mr. Frank voted in the negative.
So the bill, as amended, passed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

RECONSIDERATION

Mr. Wegscheid moved that the vote whereby H.E No. 1749 failed to pass
the Senate on March 28, 1988, be now reconsidered. The motion prevailed.

H.F No. 1749: A bill for an act relating to transportation; increasing the
tax on gasoline and special fuel to 20 cents per gallon; increasing the share
of motor vehicle excise tax revenues dedicated to highways and transit to
35 percent; amending Minnesota Statutes 1986, section 296.02, subdivision
1b; and Minnesota Statutes 1987 Supplement, sections 296.025, subdivi-
sions 2a and 2b; and 297B.09, subdivision 1.

Mzr. Moe, R.D. moved that H.E No. 1749 be laid on the table. The motion
prevailed. '

Pursuant to Rule 10, Mr. Moe, R.D,, Chair of the Committee on Rules
and Administration, designated S.F No. 1783 a Special Order to be heard
immediately.

SPECIAL ORDER

S.E No. 1783: A bill for an act relating to motor vehicles; requiring
mandatory annual inspection of motor vehicle emission control equipment
on vehicles registered in the metropolitan area; prescribing. powers and
duties of the pollution control agency and the department of public safety;
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impOSi-ng fees for inspection; prescribing penalties; appropriating money;
proposing coding for new law in Minnesota Statutes, chapter 116.

Mr. Diessner moved to amend S.E No. 1783 as follows:
Page 2, after line 33, insert: '

“{d) The inspection requirement applies to a motor vehicle registered to
an owner who resides outside the metropolitan area if it is used to provide
transportation to a place of employment located in the metropolitan area,
as provided in this paragraph. It is a condition of being emploved in the
metropolitan area that the employee’s vehicle be inspected annually.
Emplovers located in the metropolitan area shall require each employee
who resides outside the metropolitan area to file with the emplover a copy
of a certificate of comphance or waiver or evzdence that the employee
does not own a motor vehicle,”

The motion did not prevail. So the amendment was not adopted.
Mr. DeCramer moved to amend S.E No. 1783 as follows:
Page 1, after line 11, insert:

“Section 1. Minnesota Statutes 1987 Supplement, section 41A.09, sub-
division 5, is amended to read:

Subd. 5. [EXPIRATION.] This section expires Juty 4 2000 is repealed
on February 16, 1995, and all money in the fund on that date reverts to
the general fund.”

Page &, line 3, delete the first *3” and insert “4”
Page 8, after line 5, insert:

“Sec. 8. Minnesota Statutes 1986, section 296.02, subdivision 7,
amended to read:

Subd. 7. [TAX REDUCTION FOR AGRICULTURAL ALCOHOL GAS-
OLINE.] A distributor shall be allowed a credit on each gallon of fuel
grade alcohol commercially blended with gasoline or blended in a tank
truck with gasoline on which the tax imposed by subdivision | is due and
payable. The amount of the credit for every gallon of fuel-grade alcohol
blended with gasoline to produce agricultural alcohol gasoline is as follows:

(a) Eor the fiscal yesr ending June 30; 1087, 25 eents-
&) On and after July 1, 1987, 20 cents.
(b) On and after January I, 1991, 10 cents.

The credit allowed a distributor must not exceed the total tax liability
under subdivision 1. The tax credit received by a distributor on alcohol
- blended with motor fuels shall be passed on to the retailer.

Sec. 9. Minnesota Statutes 1986, section 296.02, subdivision 8, is amended'
to read:

Subd. 8. [TAX REDUCTION FOR AGRICULTURAL ALCOHOL GAS-
OLINE SOLD IN BULK TO GOVERNMENT OR FOR SCHOOL TRANS-
PORTATION.] A distributor shall be allowed a credit of 88 40 cents for
every gallon of fuel grade alcohol blended with gasoline to produce agri-
cultural alcohol gasoline which is sold in bulk to the state, local units of
government, or for use in the transportation of pupils to and from school-
related events in school vehicles. This reduction is’in lieu of the reductions
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provided in subdivision 7.

Sec. 10. Minnesota Statutes 1986, section 296.16, is amended by adding
a subdivision to read:

Subd. 1a. [MINIMUM OXYGEN CONTENT] {a} Unleaded gasoline. .
with an octane rating of 90 or less may not be sold in this state for use
in motor vehicles unless it is a gasolme blend cons:stmg of 3. 5 percent
oxygen content by weight. :

(b) The requ:remem of paragraph (a) applies to the metropolitan area,
as defined in section 473.121, on and after January 1, 1991.

( c) The requirement of paragrapk {a) applies to all statutory and home
rule charter cities with a populanon of 50,000 or more, on and after
January I, 1993,

(d) The requirement of paragraph (a) appl:‘es 'to the entire state on and
after January 1, 1995,

Sec. 11. [RECOMMENDATION OF AN OXYGENATED FUEL.]

By January 1, 1989, the commissioners of the departments of agricul-
ture, transportation, and public service, and the pollution control agency
shall recommend to the legislature a specific oxygenated fuel and a formula
for combining that fuel with gasoline, to meet the requirement imposed by
section 10. In selecting the recommended fuel, the followmg must be
considered: S

(1) the goals of improving air quality in Minnesota and meeting federal
atr quality standards;

{2) the impact of federal legislation imposing a reqmremem that gasolme
be blended with oxygenated fuel; : _

(3) the possibility of a reduced need for an inspecrion and maimenance
program;

(4) the effect on engine use and wear of the various. oxygenatedfuels,
and the impact of their use on the warranties of motor vehicles, and orher'
gasoline-powered internal combustion engines;

(3) the energy efficiency of the various fuels;
(6) the physical feasibility of blending the fuels with gasoline;

(7) the current and potential avazlabzl:ty of each oxygenatedfuel from
sources in Minnesota;

(8) the effect on the highway user tax dtstrzbunon fund; and
(9) other relevant matrers.
Sec. 12. [REPEALER.]

Minnesota Statutes 1986, section 296.02, subdivisions 7 and 8, are
repealed effective January 1, 1993.7

Page &, line 7, delete “3” and insert “47

Page 8, line 24, after “I” insert *, 2" and delete “3 re 9” and insert
“4 to ]4”

Page 8, line 25, delete “2" and insert “37

Renumber the sections in sequence and correct the internal references
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Amend the title as follows:

Page 1, line 2, -after the semicolon, insert “providing earlier date for
elimination of subsidies for ethanol development; reducing tax credit for
agricultural alcohol gasoline; requiring gasoline sold for use in motor vehi-
cles to contain oxygenated fuel; requiring the commissioners of agriculture,
pollution control agency, transportation, and public service to report to the
ieglslature on oxygenated fuel; repealing tax credit for agricultural alcohol
gasoline;”

Page 1, line 8, after the semicolon, insert “amending Minnesota Statutes
1986, sections 296.02, subdivisions 7 -and 8; and 296.16, by adding a
subdivision, Minnesota Statutes 1987 Supplement, section 41A.09, sub-
division 5;” -

Page 1, line 9, before the period, insert “; repealing Minnesota Statutes
1986, section 296,02, subdivisions 7 and 8~

. Mr. Knaak questioned whether the amendment was germane. The Pres-
ident Tuled the amendment was not germane,

S.E No. 1783 was read the third time and placed on its final passage.
The question was taken on the passage of the bill. ‘

The roll was called, and there were yeas 44 and nays 20, as'follows:
Those who voted in the affirmative were:

Adkins DeCramer Jude Mehrkens Purfeerst
Anderson Dicklich Knaak Merriam Reichgott
Berglin Frederick Langseth Moe, D.M. Solon
Bernhagen Frederickson, D.J. Lantry Novak Spear
Brand] Freeman Larson - Olson . Storm
Brataas Gustafson Lessard Pehler ) Taylor
Chmielewski Hughes Luther | Peterson, D.C. Waldorf
Cohen Johnson, D.E: Marty Peterson, R.'W. Wepgscheid
Decker Johnson, D.J. McQuaid Piper

Those who voted in the negative were:

Beckman Bertram -Frank Metzen Samuelson
Belanger Dahl Frederickson, D.R. Morse Schmitz
Bensen Davis Knutson Ramstad Stumpf
Berg Diessner Kroening Renneke Vickerman

So the bill passed and its title was agreed to.

CONFERENCE COMMITTEE EXCUSED

Pursuant to Rule 21, Mr. Pehler moved that the following members be
excused for a Conference Committee on S.F No. 1861 at 5:00 p.m.;

Mr. Brandl, Ms. Berglin and Mr. Pehler. The motion prevailed.

Pursuant to Rule 10, Mr. Moe, R.D., Chair of the Committee on Rules
and Admlmstratlon designated S.E No 1900 a Special Order to be heard
immediately.

SPECIAL ORDER

S.E No. 1900: A bill for an act relating to the metropolitan airports
commission; setting the borrowing authority of the commission; amendmg
Minnesota Statutes 1986, section 473.667, subdivision 2.
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Mrs. Adkins moved to amend S.E No. 1900 as follows: _
Page 1, line 23, before “APPLICATION” insert “EFFECTIVE DATE;”

.Page 1, line 24, after “act” insert “is efféctive the day following final
* enactment and”

The motion prevailed. So the amendment was adopted
Mr. Freeman moved to amend S.E No. 1900 as follows:
Page 1, after line 7, insert:

“Section 1. [473.654] [ENV[RONMENTAL IMPACT ASSESSMENTS '
FOR AIRPORT IMPROVEMENTS.]

The corporation shall not issue bonds under section 473.667 or use
revenue from any source as described in- section 473.608, for the con-
struction of any major improvement at an airport under the corporation’s
jurisdiction until 60 days after the completion of all environmental impact
assessment procedures required by the National Environmental Policy Act,
United States Code, title 42, section 4332, the Federal Aviation Act of
1958, United States Code, title 49, section 1348; the Airway and Improve-
ment Act of 1982, United States Code, title 49, section 2208; the state
environmental policy, chapter 116D, or any other federal or state statute,
rule or regulauon For purposes of this provision, a major improvement
is any expansmn or extenswn of a runway or any major infrastructire
improvement.”

Renumber the sections in sequence
Amend the title as follows:

Page 1, line 5,‘bef0re the period, insert “; proposing coding for new
law in Minnesota Statutes, chapter 4737

The question was taken on the adoption of the amendment. -
The roll was called, and there were yeas 21 and nays 34, as follows:

Those who voted in the affirmative were:

Belanger Decker : Johnson, D1.J. Novak - Spear
Bertram DeCramer Knaak Peterson, D.C.
Cohen Dicktich Luther Peterson, R.W.
Dahl Freeman Marty Pogemiller
Davis Hughes - Morse Ramstad

Those who voted in the negative: were:
Adkins Frank Langseth - Olson Solon
Andetson Frederick Lantry Piper Storm
Benson Frederickson, D.J. Larson - Purfeerst Stumpf
Berg Frederickson, D.R. Lessard =~ . Reichgott Taylor
Bernhagen - . Gustafson McQuaid Renneke - . Vickerman
Brataas Johnson, D.E. Metzen .~ Samuelson Wegscheid
Diessner Jude Moe, D.M. Schmitz

The motion did not prevail. So the amendment was not adopted.
Ms. Peterson, D.C. moved to amend $.E No. 1900 as follows:
Page 1, after line 22, insert: )

“Sec. 2._[REPORT.}

The commission shall report 1o the legislature by January 1, 1989, on
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the conditions that it has attached or proposes to attach to leases and to
action on projects in its capital improvement plan, for the purpose of
advancing the commission’s noise control

JOURNAL OF THE SENATE

operated by the commission.”

Renumber the sections in sequence

Amend the title accordingly

[78TH DAY

program at airports owned and

The que-stion was taken on the adoption of the amendment.

The roll was called, and there were yeas 29 and nays 32, as follows:

Those who voted in the affirmative were:

Belanger
Berglin
Brand]
Cohen
Dahl
Davis

Adkins
Anderson
Beckman
Benson
Berg
Bernhagen
Bertram

DeCramer Johnson, D).
Dicklich Larson
Frank Luther
Freeman Marty
Hughes McQuaid

Johnson, D.E. Moe, D.M.
Those who voted in the negative were:

Brataas Jude
Chmielewski Knaak
Decker Kuoutson
Diessner Kroening
Frederick Langseth
Frederickson, D.R. Lantry
Gustafson Metzen

Moe,R.D. *
Morse

Novak -
Pehler
Peterson, D.C.
Peterson, R.W

Olson
Piper
Purfeerst
Ramstad
Renneke
Schmiiz
Solon

Pogemiller
Samuelson
Spear
Stumpf
Waldorf

Storm

“Taylor -

Vickerman
Wegscheid

The motion did not prevail. So the amendment was not adopted.

S.E No. 1900 was read the thir

final passage.

d time, as amended, and placed on its

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

The roll was called, and there were yeas 52 and nays 10, as follows:

Those who voted in the affirmative were:

Adkins
Anderson
Beckman
Belanger
Benson
Berg
Bernhagen
Bertram
Chmielewski
Davis
Decker

Those who voted in the negative were:

Berglin
Brand!

DeCramer * Knaak
Dicklich Knutson
Diessner Kroening
Frank Langseth
Frederick Lantry

Frederickson, D.J. Larson
Frederickson, D.R. Lessard
Hughes Luther
Johnson, DLE. McQuaid
Johnson, D.J. Mehrkens
Jude Metzen

Cohen Freeman
Dahl Marty

Moe, R.D.
Novak
QOlson
Pehler
Piper
Pogemiller
Purfeerst
Ramstad
Reichgott
Renneke
Samuelson

Morse
Peterson, D.C.

Schmitz
Solon
Storm
Stumpf
Taylor
Vickerman
Waldorf
Wegscheid

Petérson, R.W.

Spear

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

_ RECESS
Mr. Moe, R.D. moved that the Senate do now recess until 7:00 p.m. The

motion prevailed.

The hour of 7:00 p.m. having arrived, the

order.

President called the Senate to
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MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and
Resolutions, the Senate reverted to the Orders of Business of Executive
and Official Communications, Messages From the House, Reports of Com-
mittees, Second Readmg of Senate Bills and Second Reading of House
Bills.

.EXECUTIVE AND OFFICIAL COMMUNICATIONS

The following communications were received and referred to the com-
mittees indicated.

February 29, 1988

The Honorable Jerome M. Hughes
President of the Senate

Dear Sir:

The following appointment to the Workers’ Compensation Court of Appeals
is hereby respectfully submitted to the Senate for confirmation as required
by law: , )

Richard C. Pranke, 1066 N. Chatsworth St., St. Paul, Ramsey County,
has been appointed by me, effective March 1, 1988, for a term explrmg
the first Monday in January, 1991.

(Referred to the Committee on Employment.)

March 28, 1988

The Honorable Jerome M. Hughes
President of the Senate

Dear Sir:

- The following appointment as Commissioner of the Department of Finance
is hereby respectfully submitted to the Senate for conflrrnatlon as required
by law:

Tom Triplett, 2415 Sheridan Ave. S. aneapolls Hennepin County, has
been appointed by me, effective October 21, 1987, for a term expiring the
first Monday in January, 1991.

{Referred to the Committee on Finance.) -
Sincerely,
Rudy Perpich, Governor
MESSAGES FROM THE HOUSE
Mr. Presidént: '

I have the honor to announce the passage by the 'Hourse of the following
Senate Files, herewith returned: S.FE Nos. 974, 1970, 2090 and 2376.

Edward A. Burdick, Chief Clerk, House of Representatives
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Returned March 29, 1988

Mr. President:

I have the honor to announce that the House has acceded to the request
of the Senate for the appointment of a Conference Committee, consisting
of 3 members of the House, on the amendments adopted by the House to
the following Senate File:

S.E No. 1711: A bill for an act relating to Aitkin county; permitting the
county to regulate certain public land interests by ordinance.

There has been appointed as sich committee on the part of the House:
Ogren; Carlson, D. and Solberg.
Senate File No. 1711 is herewith returned to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives
Returned March 28, 1988

Mr. President:

I have the honor to announce that the House has acceded to the request
of the Senate for the appointment of a Conference Committee, consisting
of 3 members of the House, on the amendments adopted by the House to
the following Senate File:

S.E No. 1622: A bill for an act relating to agriculture; clarifying which
debtors are eligible for mediation; amending Minnesota Statutes 1986,
section 583.24, subdivision 2.

There has been appointed as such committee on the part of the House:
Sparby, Wenzel and Steensma. ' '
Senate File No. 1622 is herewith returned to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives
Returned March 28, 1988

Mr. President:

1 have the honor to announce that the House has acceded to the request
of the Senate for the appointment of a Conference Committee, consisting
of 3 members of the House, on the amendments adopted by the House to -
the following Senate File:

S.E No. 321: A bill for an act relating to public safety; expanding the
crimes of driving a motor vehicle or a motorboat while under the influence.
of alcohol or certain substances; amending Minnesota Statutes 1986, sec-
tions 169.121, subdivisions 1 and 2; and 361.12, subdivisions 1 and 4.

There has been appointed as such committee on the part of the House:
Jacobs, Carruthers and Dempsey. '
Senate File No. 321 is herewith returned to the Senate.
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Edward A. Burdick, Chief Clerk, House of Representatives.
Returned March 28, 1988

Mr. President:

I have the honor to announce that the House refuses to concur in the
Senate amendments to House File No. 1846;

H.E No. 1846: A bill for an act relating to environment; authorizing
inspection of certain records kept by waste facilities; providing penalties;
proposing coding for new law in Minnesota Statutes, chapter L15A.

The House respectfully requests that a Conference Committee of 3 mem-
bers be appointed thereon. -

Price; Bishop and Beard have been appomted as such committee on the
part of the House.

House File No. 1846 is herewith transmitted to the Senate with the request
that the Senate appoint a like committee.

Edward A. Burdick, Chief Clerk, House of Representatives

Transmitted March 28, 1988

Mr. Diessner moved that the Senate accede to the request of the House
for a Conference Committee on H.E No. 1846, and that a Conference
Committee of 3 members be appointed by the Subcommittee on Com-
mittees on the part of the Senate, to act with a like Conference Committee
appointed on the part of the House. The motion prevailed.. ‘

Mr. President:

‘1 have the honor to announce that the House refuses to concur in the
Senate amendments to House File No 1817:

H.E No. 1817: A bill for an act relating to watercraft; requiring hfesavmg
devices in duck boats; amending anesota Statutes 1986, section361.141,
subdivison 1.

The House respectfully requests that a Conference Commlttee of 3 mem-
bers be appointed thereon.

-Stanius, Neuenschwander and Reding have been appointed as such com-
mittee on the part of the House.

House File No. 1817 is herewith transmitted to the Senate with the request
that the Senate appoint a like committee.

Edward A. Burdick, Chief Clerk, House of Representatives

Transmitted March 28, 1988

Mr. Wegscheid moved that the Senate accede to the request of the House
for a Conference Committee on H.E No. 1817, and that a Conference
Committee of 3 members be appointed by the Subcommittee on Com-
_mittees on the part of the Senate, to act with a like Conference Committee
appointed on the part of the House. The motion prevailed.
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Mr. President:

I have the honor to announce that the House refuses to concur in the
Senate amendments to House File No. 2245: '

H.E No. 2245: A bill for an act relating to education; providing aids for
education and the distribution of tax revenues; increasing the basic formula
allowance; setting the general education levy; modifying the transportation
aid and levy formulas; creating an American Indian education council;:
requiring a study of Indian education; requiring the development of a new
model for secondary vocational instruction; modifying the community edu-
cation formulas; offering free admission to secondary school to eligible
persons at least 21 years of age; creating education district revenue; encour-
aging integrated learning environments; making technical corrections to
the cooperative secondary facilities grant act; providing for the sale of
permanent school fund lands; requiring the signing of an education state-
ment; requiring certain changes in the state high school league; creating a
task force on school district reorganization; changing the capital expen-
diture formulas; appropriating money; amending Minnesota Statutes 1986,
sections 92.06, subdivision 4; 92.14, by adding a subdivision; 92.67,
subdivision 5; 120.06, by adding a subdivision; 120.075, subdivisions 1a,
3, and by adding a subdivision; 120.0751, subdivision 1, and by adding a
subdivision; 120.0752, subdivision 1, and by adding a subdivision; 120.74,
subdivision 1; 121.11, subdivision 12; 121.15, subdivisions 6, 7, and by
adding a subdivision; 121.612, by adding a subdivision; 121.88, by adding
subdivisions; 123.35, subdivision 8; 123.3514, by adding a subdivision;
124.17, by adding a subdivision; 124.18, subdivision 2; 124.214, subdi-
vision 2; 124.225, by adding a subdivision; 124.245, by adding a subdi-
vision; 124.271, by adding subdivisions; 124.2711, by adding a subdivision;
124A.036, subdivision 2; 126.14, subdivision 1; 126.151; 126.56, sub-
division 2; 129.121, subdivision 2, and by adding subdivisions; 260.015,
subdivision 19; 275.125, by adding subdivisions; Minnesota Statutes 1987
Supplement, sections 92.46, subdivision 1; 92,67, subdivisions 1, 3, and
4; 120.0752, subdivision 3; 120.101, subdivisions 5 and 9; 120.17, sub-
division 1; 121.612, subdivision 3; 121.87, subdivision la; 123.3515,
subdivisions 1, 2, 3, 5, 6, 9, and by adding a subdivision; 124.214,. sub-
division 3; 124.223; 124.225, subdivision 4b; 124.26, subdivision 1b:
124.271, subdivision 2b; 124.2711, subdivision 1; 124,494, subdivisions
5 and 6; 124.573, subdivision 2b, and by adding subdivisions; 124A.036,
subdivision 5; 124A.22, subdivisions 2, 3, and 6; 124A.23, subdivisions
1, 2, 3, and by adding subdivisions; 124A.24; 124A.25, subdivisions 2, .
4, and by adding a subdivision; 125.185, subdivision 4; 126.22, subdi-
visions 2, 3, 4, and by adding a subdivision; 126.666, by adding a sub-
division; 126.70, subdivision 2a; 129,121, subdivision 1; 129B.11,
subdivisions 1 and 2, and by adding a subdivision; 275.125, subdivisions
-5 and 8; Laws 1987, chapter 398, article 1, section 27, subdivision 3:
article 2, section 13, subdivision 2; article 3, section 39, subdivision 8;
article 5, section 2, subdivision 12; article 6, section 19, subdivision 7;
proposing coding for new law in Minnesota Statutes, chapters 120; 121;
122; 124; 124A; 126; 129B; 145; repealing Minnesota Statutes 1986, sec-
tion 124.245, subdivision 4; Minnesota Statutes 1987 Supplement, sections
121.11, subdivision 16; 124.244; 124.245, subdivisions 3, 3a, and 3b;
124A.27, subdivisien 10; and 275.125, subdivisions 6¢ and 11c.

The House respectfully requests that a Conference Committee of 5 lﬁcm— A
" bers be appointed thereon.
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Nelson, K.; McEachern; Vellenga; Bauerly and Ozment have been appointed
as such commlttee on the part of the House.

House File No. 2245 is herewith transmitted to the Senate with the request
‘that the Senate appoint a like committee.

Edward A. Burdick, Chief Clerk, House of Representatives

Transmitted March 28, 1988

Mr. Peterson, R.W. moved that the Senate accede to the request of the
House for a Conference Committee on H.FE No. 2245, and that a Conference
Committee of 5 members be appointed by the Subcommittee on Com-
mittees on the part of the Senate, to act with a like Conference Committee
appointed on the part of the House. The motion prevailed.

Mr. President: .

Pursuant to Joint Rule 3.02, the Conference Committee on House File
No. 1138 was discharged after adjournment May 18, 1987 and the bill was
lald on the table.

- H.E No. 1138: A bill for an act relatmg 1o small business; requlrmg use

of certain socially and economically disadvantaged subcontractors remaov-

ing a five-year eligibility limitation: modifying the definition of small

business; amending Minnesota Statutes 1986, sections 16B.19, subdivision
6; 16B.22; and 645.445, subdivisions 2 and 3.

[ have the honor to announce that on March 28, 1988. House File No.
1138 was taken from the table and new House conferees were appointed.

 Osthoff, Scheid and Sarna have been appointed as such committee on
the part of the House.

House File No. 1138'is herewith transmitted to the Senate with the requeést
that the Senate appoint a like commitiee.

Edward A. Burdick, Chief Clerk, House of Representatwes

Transmlttecl March 28, 1988

Ms. Peterson, D.C. moved that H E No. 1138 be laid on the table The
motion prevailed.

- Mr. Presidenl‘

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.E No. 1632: A bill for an act relating to Ramsey County; authorizing
a coordinated erosion and sediment control pilot program.

Senate File No. 1632 is herewith returned to the Senate.
‘Edward A. Burdick, Chief Clerk, House of Representatives’

Returned March 29, 1988
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Mzr. Benson moved that S.E No. 1632 be laid on the table. The motion
prevailed. ‘

REPORTS OF COMMITTEES

Mr. Moe, R.D. moved that the Committee Reports at the Desk be now
adopted. The motion prevailed.

Mr. Merriam from the Committee on Finance, to which was re-referred

S.E No. 1430: A bill for an act relating to public safety; establishing the
cigarette fire safety act; prohibiting the sale of cigarettes and little cigars
that do not meet certain standards for fire safety; appropriating money;
“proposing coding for new law in Minnesota Statutes, chapter 299E

Reports the same back with the recommendation that the bill be amended
as follows: ‘

Page 2, delete section 5

Page 2, line 34, delete “6” and insert *5”

Page 2, delete line 35 and insert “This act is”

Page 2, line 36, delete the period and insert except that”
Amend the title as follows: '

Page 1, line 5, delete “appropriating money;”

And when so amended the bill do pass. Amendments adopted. Report
adopted.

Mr. Merriam from the Committee on Finance, to which was re-referred

S.E No. 1891: A bill for an act relating to waste management; requiring
certain buildings to provide space for recycling; changing the definition of

recyclable materials; specifying the responsibilities of the legislative com-
" mission on waste management; adding containment of hazardous waste as
an item for which the waste management board may make grants; making
industrial waste facilities eligible for processing facility loans; creating
additional loan and grant programs for waste tire management; banning
used oil from placement on the land; removing the county fee cap for waste
disposal in the metropolitan area; providing for interim classification of
incinerator ash; adding the chair of the waste management board to the
environmental quality board; repealing the expiration date of the legislative
commission on waste management; appropriating money; amending Min-
nesota Statutes 1986, sections 16B.24, subdivision 6; 16B.61, by adding
a subdivision; 115A.03, subdivision 25a; 115A.14, subdivision 4; 115A.,156,
subdivision 3; 115A.165; 115A.912; 115A.919; 115B.17, by adding a sub-
division; 473.803, subdivision 4; Minnesota Statutes 1987 Supplement,
sections 115A.156, subdivisions | and 2; 115A.162; 115A.48;, 115A.916;
and 116C.03, subdivision 2; Laws 1980, chapter 564, article XII, section
1, subdivision 3, as amended; Laws 1987, chapters 348, section 51, sub-
division 1; and 404, section 24, subdivisions 4 and 6; proposing coding
for new law in Minnesota Statutes, chapters 115A and 325E; repealing
Minnesota Statutes 1986, sections 115A.14, subdivision 6; 115A.90, sub-
division 4; 473.149, subdivision 2b; 473.803, subdivision la; 473.806;
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and 473.833; Minnesota Statutes 1987 Supplement, sections 115A.14, sub-
division 5; 115A.41; 116.55; and 116M.07, subdivision 14.

Reports the same back with the recommendation that the bill be amended
as follows:

Page 2, line 31, delete “is™ and insert “be”

Page 8, line 12, delete “only” '

Page 8, line 14, after the comma, insert “only”

Page 10, line 27, delete “$1,000” and insert “$2,500”
Page 11, after line 14, insert: '

*Sec. 17. Minnesota Statutes 1987 Supplement, section 115A.921,
amended to read:

115A.921 [CITY OR TOWN FEE AUTHORITY.]

A city or town may impose a fée, not to exceed 25 35 cents per cubic
yard of waste, or its equivalent, on operators of facilities for the disposal
of mixed municipal solid waste located within the city or town. The revenue
from the fees must be credited to the city or town general fund and. Revenue
produced by 25 cents of the fee must be used only for purposes of landfill
abatement or for purposes of mitigating and compensating for the local
risks, costs, and other adverse effects of facilities. Revenue produced by
ten cents of the fee may be used for any general fund purpose. Waste
residue from energy and resource recovery facilities at which solid waste
is processed for the purpose of extracting, reducing, converting to energy,
or otherwise separating and preparing solid waste for reuse shall be exempt
from one-half the amount of the fee imposed by a city or town under this
section if there is at least an 85 percent volume reduction in the solid waste
processed. Before any fee is reduced, the verification procedures of section
473.843, subdivision 1, paragraph (c), must be followed and submitted to
the appropriate city or town.”

Page 11, line 18, delete “shall be™ and insert “i

Page 11 line 19, delete “which shall expire upon the” and insert “that
expires” :

Page 11, line 20, delete “occurrence of” and insert “when” and delete
“events” and insert “occurs” ‘

Page 11, lines 27 and 29, delete “shall” and insert “must”

Page 11, line 33, delete “shail be” and insert “is” and delete “subse-
quently” and insert “later”

Page 11, hne 34, delete “shall be construed to hmn‘ application” and
insert * l:mzts lmbzhty

Page 11 llne 35, delete “of”" and insert “under” and delete “t0” and
insert *

. Page 12, line 4, delete “of the agency”
Page 12, line 16, delete “deposited in” and insert “credited to™
Page 15, delete section 24
Page 16, delete lines 23 to 31 and insert: -
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“$576,300 is appropriated from the motor
vehicle transfer fund to the waste management
board for waste tire management programs
and waste oil loans and grants and market
feasibility studies.”

Page 16, line 32, delete “These appropriations are” and insert “This
appropriation is”

Page 16, lines 39 and 41, delete “I8” and insert *19”

Page 17, line 9, delete “18, 23, 24, 26, and 27,” and insert “19, 24,
25 and 26"

Renumber the sections in sequence
Amend the title as follows:
Page 1, line 25, before “and” insert “115A.921;”

Page 1, line 29, delete * subd1v1s10ns 4 and 67 and 1nsert *subdivision
4"

And when so amended the bill do pass. Amendments adopted. Report
adopted.

Mr. Johnson, D.J, from the Committee on Taxes and Tax Laws, to which
was referred

H.E No. 2524: A bill for an act relating to local government; including
certain parcels in a tax increment fmancmg district located in the city of
" Virginia.

“Reports the same back with the recommendation that the bill be amended
as follows: '

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

Section 1. [TAX INCREMENT FINANCING DISTRICT; PARCELS
INCLUDED.] :

Redevelopment tax increment financing district No. I in enterprise zone
development district No. 3 in the city of Virginia, is deemed for all purposes
under Minnesota Statutes, sections 469.174- to 469.179 1o mclude the
following parcels of real property as of June 12, 1984

(1) Parcel No. 90-124-245 - Ely 79.2° of Lot I and all of Lot 2, Block
3, Olcon Addition;

{2) Parcel No. 90-125-247 - Lot 3, Block 3, Olcort Addition; and
{3) Parcel No. 90-125-270 - Lot 4, Block 3, Olcott Addition.
Sec. 2. [ORIGINAL ASSESSED VALUE.} '

The original assessed value of the parcels of real property described in
section 1 is deemed for all purposes under Minnesota Statutes, sections
469.174 to 469.179 to be the original assessed value of those parcels as
of June 12, 1984,

Sec. 3. [CAPTURED ASSESSED VALUE.]
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The captured assessed value of the parcels of real property described
in section I is deemed for all purposes under Minnesota Statuies, sections
"469.174 to 469.179 to be the increased assessed value of those parcels
computed in the manner prescribed by Minnesota Szatutes, section 469.177,
and in accordance with this article.

Scc. 4. [EFFECTIVE DATE.}

This article is effective upon its approval by the city council of the city
of Virginia and compliance with Minnesota Statutes, section 645.021,

ARTICLE 2
STATEWIDE

Section 1. Minnesota Statutes 1987 Supplement section 469.174, sub-
division 7, is amended to read:

Subd. 7. [ORIGINAL ‘ASSESSED VALUE ] (a) Except as provm’ed in
paragraph (b), “original assessed value” means the assessed value of all
taxable real property within a tax increment financing district as most
recently certified by the commissioner of revenue as of the date of the
request by an authority for certification by the county auditor, together
with subsequent adjustments as set forth in section 469.177, subdivisions
-l and 4. In determining the original assessed value the assessed value of
real property exempt-from taxation at the time of the request shall be zero,
except for real property which is tax exempt by reason of public ownership
by the requesting authority and which has been publicly owned for less
than one year prior to the date of the request for certification, in which
event the assessed value of the property shall be the assessed value as most
recently determined by the commissioner of revenue,

(b} The original assessed value of any desighated hazardous substance
site or hazardous substance subdistrict shall be determined on January 2
following the date the agency or municipality cértifies to the county auditor
that the agency or municipality has entered a redevelopment or other
agreement for the removal actions or remedial actions specified in a devel-
opment response action plan, or otheérwise provided funds to finance the
development response action plan, the original assessed value shall be
equal 1o the assessed value of the parcel, as most recently determined by
the commissioner of revenue, less the reasonable and necessary costs of
the removal actions and remedial actions to be undertaken with respect to
the parcel as certified to the county auditor by the municipality or agency
but not less than zero.

(c) The original assessed value shall be increased by the amount by
which it was reduced pursuant to paragraph (b) upon certification by the
municipality that the costs of the removal actions dnd remedial actions
have beer paid or reimbursed. '

{d) For purposes of this subdivision, “real property” shall include any
property normally taxable as personal property by reason -of its location
on or over publicly- owned property.

o4

(e) The terms “removal, remedlal" “action,” “hazardous substance,’”
and “pollutant or contaminant” have the meanings asszgned by section
115B.02. The term “development response action plan” has the meaning
given under section 3, .
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Sec. 2. Minnesota Statutes 1987 Supplement, section 469.174, subdi-
vision 10, is amended to read:

Subd. 10. [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 res-
olution that one of the following conditions, reasonably dlstrlbuted through-
out the district, exists:

(1) 70 percent of the parcels in the district are occupied by buildings,
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 are occupied by buildings,
streets, utilities, or other improvéments 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 vses 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 imprevements, but due to unusuat ter-
rain or soil deficiencies requiring substantial filling, grading, or other
physical preparation for use at least 80 percent of the total acreage of such
land has a fair market value upoen inclusion in the redevelopment district
which, when added to the estimated cost of preparing that land for devel-
opment, excluding costs directly related to roads as defined in section
160.01 and local improvements as described in section 429.021, subdi-
vision 1, clauses 1 to 7, 11 and 12, and 430.01, if any, exceeds its antic-
ipated fair market value after completion of the preparation. No parcel shall
be included within a redevelopment district pursuant to this paragraph
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 deficiencies, 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 contaminated
with polychlorinated biphenyls.

(b) For purposes of this subdivision, “structurally substandard™ shall
mean containing defects in structural elements or a combination of defi-
ciencies in essential utilities and facilities, light and ventilation, fire pro-
tection including adequate egress, layout and condition of interior partilions,
or similar factors, which defects or deficiencies are of sufficient total sig-
nificance to justify substantial renovation or clearance.

(c) For districts approved under section 469.175, subdivision 3, or for
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noncontiguous areas added to existing districts after April 1, 1988, if the
district consists of two or more honcontiguous geographic areas, each area
must gualify as a redevelopment district under clauses (a){(!) to (a)(6) in
order to be included in the district, and the area of the emtre district must
satisfy the requirements.of paragraph (a).

Sec. 3. Minnesota Statutes 1987 Supplement, section 469,174, is amended
by addmg a subdivision to read:

Subd. 16. [DESIGNATED HAZARDOUS SUBSTANCE SITE] “Des-
ignated hazardous substance site” means any parcel or parcels with respect
to which the authority or municipality has certified to the county auditor
that the authority or municipality has entered into a redevelopment or
other agreement providing for, or otherwise has available to it funds,
including, without limitation, tax increment which would be made available
pursuant to section 469.175, subdivision 1, to finance the removal actions
or remedial actions specified in a development response action plan. For
purposes of this section, a plan or proposal for removal actions or remedial
actions constitutes a development response action plan if the actions con-
lamed in the plan or proposal are:

(1) requested by the agency or its commissioner pursuant to section
C115B.17, 115C.03, or other law; or.

(2) proposed to the commissioner of the pollution control agency by a
municipality to respond to a release or threatened release of a hazardous
substance, pollutant, contaminant, or petroleum.

Sec. 4. [469.1741] [TOWN AUTHORITY.]

No town may be authorized after the date of enactment of this act to
exercise powers under sections 469.174 10 469.179 unless the town has
the authority to exercise powers under section 368.01, is located within
the metropolitan area as defined in section 473.121, subdivision 2, and
has a population in excess of 5,000 persons.

Sec. 5. Minnesota Statutes 1987 Supplement, section 469.175, subdi-
vision I, 1s amended to read:

Subdivision 1. [TAX INCREMENT FINANCING PLAN.] A tax incre-
ment finaneing plan shall contain: :

(1)a statement of objectives of an authority for the improvement of a
project;

(2) a statement as to the development program for the prO_](:CI mcludmg :
the property within the project, if any, that the authority intends to acquire;

(3) a list of any development activities that the plan proposes to take
place within the project, for which contracts have been entered into at the
time of the preparation of the plan, including the names of the parties to
the contract, the activity governed by the contract, the cost stated in the
contract, and the expected date of completion of that activity;

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

(5) estimates of the following:
(i) cost of the project, including administration expenses;



6780 JOURNAL OF THE SENATE [78TH DAY

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

(iv) the most recent assessed value of taxable real property within the
tax increment financing district; ‘

(v) the estimated captured assessed value of the tax increment financing.
district at completion; and : )

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

(6) & statement statements of the authority’s estimate alternate estimates
of the impact of tax increment financing on the assessed values of all taxing
jurisdictions in which the tax increment financing district is located in
whole or in part. For purposes of one statement, the authority shall assume
that the estimated captured assessed value would be available to the taxing
jurisdictions without creation of the district, and for purposes of the seconid
statement, the authority shall assume that none of the estimated captured
assessed value would be available to the taxing jurisdictions without cre-
ation of the district;

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

(8} identification of all parcels ;é be included in the district.

Sec. 6. Minnesota Statutes 1987 Supplement, section 469.175, subdi-
vision 2, is amended to read:

Subd, 2. [CONSULTATIONS; COMMENT AND FILING.] Before for-
mation of a tax increment financing district, the authority shall provide an
opportunity to the members of the county boards of commissioners of any
county in which any portion of the proposed district is located and the
members of the school board of any school district in which any portion
of the proposed district is located to meet with the authority. The authority
shall present to the members of the county boards of commissioners and
the school boards its estimate of the fiscal and economic implications of
the proposed tax increment financing district. The information on the fiscal
and economic implications of the plan must be provided to the county and
school district boards at least 30 days before the public hearing required
by subdivision 3. The 30-day requirement is waived if the county and school
district submit writien comments on the proposal and any modification of
the proposal 1o the authority after receipt of the information. The members
of the county boards of commissioners and the schoo] boards may present
their comments at the public hearing on the tax increment financing plan
required by subdivision 3. Fhe eounty auditor shall not certify the originat
assessed value of & disthct pursuant to seetion 469177 subdivision
on the propesal to the autherity; or 30 days has passed from the date of
the trapsmittal by the autherity to the board of the information regarding
the fiseal and ecenomic implications; whichever eceurs first- Upon adop-
tion of the tax increment financing plan, the authority shall file a copy of
the plan with the commissioner of esesgy trade and economic development.
The authority must also file with the commissioner a copy of the devel-
opment plan for the project area. :

Sec. 7. Minnesota Statutes 1987 Supplement, section 469.175, subdi-
vision 3, is amended to read:



78TH DAY] . TUESDAY, MARCH 29, 1988 6781

Subd. 3. [MUNICIPALITY APPROVAL.] A county auditor shatl not
certify the original assessed value of a tax increment financing district
_ until the tax increment financing plan proposed for that district has been

approved by the municipality in which the district is located. If an authority
that proposes to establish a tax increment financing district and the munic-
ipality are not the same, the authority shall apply to the municipality in
which the district is proposed to be located and shall obtain the approval
of its tax increment financing plan by the munictipality before the authority
may use tax increment financing. The municipality shall approve the tax
- increment financing plan only after a public hearing thereon after published
notice in a newspaper of general circulation in the municipality at least
© once not less than ten days nor more than 30 days prior to the date of the
hearing. This hearing may be held before or after the approval or creation
of the project or it may be held in conjunction with a hearing to approve
the project. Before or at the time of approval of the tax increment financing
- plan, the municipality shall make the following findings, and shall set forth
in writing the reasons and supportmg facts for each determination:

(1) that the proposed tax increment financing district is a redevclopment
district, a mined underground space development district, a housing district,
or an economic development district; if the proposed district is a redevel-
opment district, the reasons and supporting facts for the determination
that the district meets the criteria of section 469.174, subdivision 10,
clauses (a)(1) to (a)(6), shall be rerained and made available to the public
by the authority until the district has been terminated.

(2) that the proposed development or redevelopment, in the opinion of
“the municipality, would not reasonably be expected to occur solely through
"private investment within the reasonably-foreseeable future and therefore
the use of tax increment financing is deemed necessary. _

(3) that the tax increment financing plan conforms to the general plan
for the development or redevelopment of the municipality as a whole. - -

{4) that the tax increment financing plan wil! afford maximum oppor-
tunity, consistent with the sound needs of the municipality as a whole, for
the development or redevelopment of the project by private enterprise.

(5) that the municipality elects the method of tax increment computation
set forth in section 469.177, subdivision 3, clause (b), if applicable,

When the municipality and the authority are not the same, the munici-
pallty shall approve or disapprove the tax increment ﬁnancmg plan within
60 days of submission by the authority, or the plan shall be deemed approved.
When the municipality and the authority are not the same, the municipality
may noi amend or modify a tax increment financing plan except as proposed
by the authority pursuant to subdivision 4. Once approved, the determi-
nation of the authority to undertake the project through the use of tax
increment financing and the resolution of the governing body shall be
conclusive of the findings therein and of the public need for the financing,

Sec. 8. Minnesota Statutes 1987 Supplement section 469, 175 .subdi-
vision 4, is amended to read:

Subd. 4. [MODIFICATION OF PLAN 1 (a) A tax increment financing
plan may. be modified by an authority, provided that any reduction or
enlargement of geographic area of the project or tax increment financing
district, increase in amount of bonded indebtedness to be incurred, includ-
ing a determination to capitalize interest on the debt if that determination
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was .not a part of the original plan, or to increase or decrease the amount
of interest on the debt to be capitalized, increase in the portion of the
captured assessed value to be retained by the authority, increase in total
estimated tax increment expenditures or designation of additional property
to be acquired by the authority shall be approved upon the notice and after
the discussion, public hearing, and findings required for approval of the
original plan; provided that if an authority changes the type of district from
housing, redevelopment, or economic development to another type of dis-
trict, this change shall not be considered a modification but shall require
. the authority to follow the procedure set forth in sections 469.174 to 469.179
for adoption of a new plan, including certification of the assessed valuation
of the district by the county auditor. If a redevelopment district is enlarged,
the reasons and supporting facts for the determination that the addition
to the district meets the criteria of section 469.174, subdivision 10, clauses
fa)(1) 1o (a)(6), shall be documented. The requirements of this paragraph
do not apply if (1) the only modification is elimination of parcels from the .
project or district and (2)(A) the current assessed value of the parcels
eliminated from the district equals or exceeds the assessed value of those
parcels in the district’s original assessed value or (B) the authority agrees
that, notwithstanding section 469.177, subdivision 1, the original assessed
value will be reduced by no more than the current assessed value of the
parcels eliminated from the district. The authority must notify the county
auditor of any modtf:canon that reduces or enlarges the geographic area
of a district or a project area.

{b) The geographic area of a tax increment financing district may be
reduced, ‘but shall not be enlarged after five years following the date of .
certification of the original assessed value by the county auditor or after
August 1, 1984, for tax increment financing districts authorized prior to
August 1, 1979, except that development districts created pursuant to Min-
nesota Statutes 1978, chapter 472A, prior to August i, 1979, may be
reduced but shall not be enlarged after five years following the date of
designation of the district.

Sec. 9. Minnesota Statutes 1987 Supplement, section 469.175, is amended
by adding a subdivision to read:

Subd. 7. [CREATION OF HAZARDOUS SUBSTANCE SUBDIS-
TRICT.] (a) A municipality or authority which is creating or has created
a tax increment financing district may establish within the district a haz-
ardous substance subdistrict upon the notice and after the discussion,
public hearing and findings required for approval of the original plan. The
geographic area of the subdistrict shall be made up of any parcels in the
district designated for inclusion by the municipality or authority that are
designated hazardous substance sites, and any additional parcels in the
district designated for inclusion that are contiguous except for the inter-
position of a right-of-way. Before or at the time of approval of the tax
increment financing plan, the municipality shall make the findings-under
paragraphs (b} to {d), and shal! set forth in writing the reasons and
- supporting facts for each.

(b) The proposed development or redevelopment, in the opinion of the
municipality, would not reasonably be expected to occur solely through
private investmeni and tax increment otherwise available, and therefore
the hazardous substance district is deemed necessary.

* {c) Other parcels that are not designated hazardous substance sites are
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expected to be developed together wnh a des:gnated hazara'ous substance
site.

(d) The subdistrict is not larger than, and the périoa’ of time during
which increments are elected to be received is not longer than, that which
is necessary in the opinion of the municipality to provide for the additional
costs due to the designated hazardous substance site.

Sec. 10. Minnesota Statutes 1987 Supplement, section 469.176, sub-
division 1, is amended to read:

Subdivision 1. [DURATION OF TAX INCREMENT FINANCING DIS-
TRICTS.] (a) Subject to the limitations contained in paragraphs (b) to (f),
any tax increment financing district as to which bonds are outstanding,
payment for which the tax increment and other revenues have been pledged,
shall remain in existence at least as long as the bonds continue to be
outstanding.

(b) The tax increment pledged to the payment of the bonds and interest
thereon may be discharged and the tax increment financing district may
be terminated if sufficient funds have been irrevocably deposited in the
debt service fund or other escrow account held in trust for all outstanding
bonds to provide for the payment of the bonds at maturity or date of
redemption-and interest thereon to the maturity or redemption date.

(¢) For bonds issued pursuant to section 469.178, subdivisions 2 and 3,
the full faith and credit and ‘any taxing powers of the municipality or
authority shall continue to be pledged to the payment of the bonds until
the principal of and interest on the bonds has been paid in full.

(d) No tax increment shall be paid to an authority for a tax increment
financing district after three years from the date of certification of the.
original assessed value of the taxable real property in the district by the
county auditor or after August 1, 1982, for tax increment financing districts
authorized prior to August 1, 1979, unless within the three-year period (1)
bonds have been issued pursuant to section 469.178, or in aid of a project
pursuant to any other law, except revenue bonds issued pursuant to sections
469.152 o 469.165, prior to August 1, 1979, or (2) the authority has
acquired property within the district, or (3) the authority has constructed
or caused to be constructed public improvements within the district.

{e) (i) For districts certified after August 1, 1979, no tax increment shall
in any event be paid to the authority from a redevelopment district after
25 years from date of receipt by the authority of the first tax increment,
provided that for districts approved under section 469.175, subdivision 3,
after April 1, 1988, if bonds or obligations issued to implement the district’s
tax increment financing plan are exempt from federal and siate income
taxes, the duration of the district is 20 years. No tax increment shall in
any event be paid to the authority after 25 years from the date of the receipt
for a housing district, after 25 years from the date of the receipt for a mined
underground space development district, and after eight years from the date
of the receipt, or ten years from approval of the tax increment financing
plan, whichever is less, for an economic development district. In the case
of a redevelopment district that has a maximum duration of 20 years under
this subdivision, the authority may waive receipt of increment for the first

. year in which property tax is paid by captured assessed value. For purposes
of determining the duration limits the waived increment a’oes not constitute
receipt of increment. o



6784 JOURNAL OF THE SENATE [78TH DAY

(ii} For tax increment financing districts created prior to August I, 1979,
no tax increment shall be paid to the authority after 30 years frem August
3 4999 April 1, 2001, or the term of a bond or obligation outstanding on
April 1, 1990, secured by increments from the district or project area,
whichever time is greater, provided that in no case will a tax increment be
paid to an authority after August 1, 2009, from such a district.

(f Modification of a tax increment financing plan pursuant to section
469.175, subdivision 4, shall not extend the durational limitations of this
subdivision, :

if a parcel of a district is part of a designated hazardous substance site
or a hazardous substance subdistrict, tax increment may be paid to the
authority from the parcel for longer than the period otherwise provided
by this subdivision. The extended period for collection of tax increment
shall begin on the date of receipt of the first tax increment from the parcel
that is more than any tax increment received from the parcel before the
date of the certification under section 469.174, subdivision 7, paragraph
(b), and received after the date of certification 1o the county auditor
described in section 469,174, subdivision 7, paragraph (b). The extended
period for collection of tax increment shall be the lesser of: (1) 25 years
from the date of commencement of the extended period; or (2) the period
necessary to recover the costs of removal actions or remedial actions
specified in a development response action plan.

Sec. 11. Minnesota Statutes 1987 Supplement, section 469.176, sub-
division 4, is amended to read:

Subd. 4. [LIMITATION ON USE OF TAX INCREMENT.] (a) All rev-
enues derived from tax increment shali be used in accordance with the tax
increment financing plan. The revenues shall be used solely for the fol-
lowing purposes: (1) to pay the principal of and interest on bonds issued
to finance a project; (2) by a rural development financing authority for the.
purposes stated in section 469.142, by a port authority or municipality
exercising the powers of a port authority to finance or otherwise pay the
cost of redevelopment pursuant to sections 469.048 (o 469.068, by an
economic development authority to finance or otherwise pay the cost of
redevelopment pursuant to sections 469.090 to 469.108, by a housing and
redevelopment authority or economic development authority to finance or
otherwise pay public redevelopment costs pursuant to sections 469.001 to
469.047, by a municipality or economic development authority to finance
or otherwise pay the capital and administration costs of a development
district pursuant to sections 469.124. to 469.134, by a municipality or
redevelopment agency to finance or otherwise pay premiums for insurance
or other security guaranteeing the payment when due of principal of and
interest on the bonds pursuant to chapter 462C, sections 469.152 to 469.165, -
or both, or to accumulate and maintain a reserve securing the payment
when due of the principal of and interest on the bonds pursuant to chapter
462C, sections 469.152 to 469.1635, or both, 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 principal amount of the outstanding and nondefeased bonds
secured by the reserve. Tax increments may be used to pay for the county's
actual administrative expenses under sections 469.174 to 469.179; the
county may require payment of those expenses by February 15 of the year
after the year in which the expenses are incurred. The amount of these
payments are not required to be set forth in the tax increment financing -
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plan for the project. To obrain payment for actual administrative costs, the
county auditor must submit to the authority a record of costs incurred by
the county auditor related to administration of the authority’s tax increment
financing districts. Revenue derived from tax incremeni from a mined
underground space development district may be used only to pay for the
costs of excavating and supporting the space, of providing public access to
the mined underground space including roadways, and of installing utilities
including fire sprinkler systems in the space. Revenue derived from tax
increment from a district approved under section 469.175, subdivision 3,
after April 1, 1988, all or a portion of which qualified as a redevelopment
district under section 469.174, subdivision 10, paragraph (3), or from
parcels added to an existing district of that type after April 1, 1988, may
be used only to (1) acquire parcels on which the improvements described
in clause (2) will occur; (2) pay for -the cost of correcting the unusual
terrain or soil deficiencies and the additional cost of installing public
improvements directly caused by the deficiencies; and (3) pay for the
administrative expenses of the authority allocable to the district. The sale
by the authority of a parcel acquired and improved as described in clauses
(1) and (2) must be for a price that is no less than the cost of acquisition.
No less than one-half of the revenue derived from tax increment from a
housing project must be used to finance or otherwise pay the cost of land
acquisition, site improvements, public improvements directly related io,
and construction or renovation of a project consisting of housing described
in section 469.174, suba’zvtszon 11, including allocated administration
costs. ) :

(b} Revenues de_rived from tax increment may bé used to finance the
costs of an interest reduction program operated pursuant to section 469.012,
subdivisions 7 to 10, or pursuant to other law granting interest reduction
authority and power by reference to those subdivisions only under the
following conditions: (1) tax increments may not be collected for a program
for a period in excess of 12 years after the date of the first interest rate
rediction payment for the program, (2) tax increments may not be used for
an interest reduction program, if the proceeds of bonds issued pursuant to
section 469.178 after December 31, 1985, have been or will be used to
provide financial assistance to the speaﬁc project which would receive the
benefit of the interest reduction program, and (3) tax increments may not
be used to finance an interest reduction program for owner—occupled smgle-
family dwellings.. '

(¢) These revenues shall not be used to circumvent existing levy limit
law No revenues derived from tax increment from any district, whether
certified before or after August I, 1979, shall be used for the acquisition,
construction es, renovation, operation, or mainienance of a municipally
owned building ro be used -primarily and regularly for conducting the
business of the a municipalitys, county, school district, or any other local
unit of government or the state or federal government. This provision shall
not prohibit the nse of revenues derived from tax increments for the con-
struction or renovation of a parking structure, a commons area used as a
public park, or a facility used for social, recreational, or conference pur-
poses and not primarily for conducting the business of the municipality.

(d} If a tax increment district is located in a municipality, parts of which
are situated in more than one county, the revenue derived from tax incre-
ments from parcels located in one county must be expended for the direct
and primary benefit of a project located or conducied within that county,
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unless the county boards of each of the counties involved agree to waive
this requirement.

Sec. 12. Minnesota Statutes 1987 Supplement, section 469.176, sub-
division 5, is amended to read:

Subd. 5. {REQUIREMENT FOR AGREEMENTS.] No more than 25
percent, by acreage, of the property to be acquired within a project which
contains a redevelopment district, or ten percent, by acreage, of the property
1o be acquired within a project which contains a housing or economic
development district, as set forth in the tax increment financing plan, shall
at any time be owned by an authority as a result of acquisition with the
proceeds of bonds issued pursuant to section 469.178 unless prior to acqui-
sition in excess of the percentages, the authority has concluded an agree-
ment for the development or redevelopment of the property acquired and
which provides recourse for the authority should the development or rede-
velopment not be completed. This subdivision does not apply to a parcel
of a district that is a designated hazardous substance site established under
section 3 or part of a hazardous substance subdzslrzct established under
section 9.

Sec. 13, Minnesota Statutes 1987 Supplement section 469.176, sub-
division 6, is amended to read:

Subd. 6. [ACTION REQUIRED.] (a) If, after four years from the date

" of certification of the original assessed value of the tax increment financing

- district pursuant to section 469.177, no demolition, rehabilitation, or ren-
ovation of property or other site preparation, including improvement of a
street adjacent to a parcel but not installation of utility service including
sewer or water systems, has been commenced on a parcel located within
a tax increment financing district by the authority or by the owner of the
parcel in accordance with the tax increment financing plan, no additional
tax increment may be taken from that parcel, and the original assessed
value of that parcel shall be excluded from the original assessed value of
the tax increment financing district. If the authority or the owner of the

~ parcel subsequently commences demolition, rehabilitation, or renovation

or other site preparation on that parcel mcludmg improvement of a street

adjacent to that parcel, in accordance with the tax increment financing plan,

. the authority shall certify to the county auditor that the activity has com-

. menced, and the county auditor shall certify the assessed value thereof as -

most recently certified by the commissioner of revenue and add it to the

original assessed value of the tax increment financing district. The county

auditor must enforce the provisions of this subdivision. The authority must

by February 1 of the fifth year following the year in which a parcel was

certified as included in the district submit 1o the county auditor evidence

that the required activity has taken place for each parcel in the district.

(b) This subdivision applies to all tax increment districts, whether created
before or after August 1, 1979. The subdivision applies to districts created
before August 1, 1979 as provided in this paragraph. The four-year period
isdeemed to begin April 1, 1988, provided that activity on or improvements
to a parcel occurring prior to that date qualify the parcel for retention in
the district. The authority must submit the evidence of activity or improve-
ments for each parcel to the county auditor, as required by paragraph {a),
by June I, 1992. In the case of a district or a portion of a district for
which no tax increment financing plan has been prepared, improvements
are deemed to have been commenced "in accordance with the tax increment
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financing plan” when one of the following conditions is met:

(1) acquisition or improvement of the parcel was financed by the author-
ity with increment revenues or with the proceeds of tax increment bonds
or-with other funds of the authortty after the inclusion of the parcel in the
district; .

(2) publtc improvements, excluding sewer and water :mprovemems were
installed or constructed on the parcel or on land adjacent to the parcel
after inclusion of the parcel in. the district and the improvements were
fmanced with increments or other authority revenues, but excluding general

" city revenues or special assessments if the authority is rhe same as the
municipality;

(3) construction of the improvements occurred on :he parcel and the
municipality passes a resolution stating that the improvements or other
improvements of approximately equal (or greater) market value would not
have occurred if the authority had not undertaken efforts of the type
specified in clauses (1) or (2} on other parcels in the district. If the authority
submits evidence that (i) at least 60 percent of the parcels, or (ii) parcels
comprising at least 60 percent of the geographic area in the district, or
(iii) parcels from which is derived at least 60 percent of the captured
assessed value of the district, meet the requirements of this paragraph by
June 1, 1992, all parcels may remain in the district notwithsianding the

. provisions of paragraph (a).

{c) In the case of tax increment projects for which certification was
requested before August 1, 1979, and for which a defeased bond was
outstanding on April 1, 1988 the provisions of paragraphs (a) and (b}
apply as specified in this paragraph. Increments shall continue to be col-
lected from parcels that fail to meet the requirements of paragraphs (a)
and (b). The authority or other administering entity shall deposit these
increments in a separate account in the debt service or other bond fund
to defease bonds outstanding on April 1, 1988, for the project. The amount
of funds in the separate account shall not affect or be considered in com-
putation of the amount required to be deposited in the regular debt service
fund under the bond resolution, indenture, or other contract. When the
sum of the amount in the regular debt service fund and the separate account .
are sufficient to fully defease the bonds outstanding on April 1, 1988, for
the project or when such bonds are fully defeased or paid by refunding or
otherwise, increments may no longer be collected from a parcel that does
not satisfy the requirements of paragraphs (a) and (b).

Sec. 14. Minnesota Statutes 1987 Supplemem section 469.176, is amended
by adding a subdivision to read

Subd. 8. [ECONOMIC DEVELOPMENT DISTRICTS] No economic
development district may be created after the date of final enactment of
this act. The geographic boundaries of an economic development dmrtct
created before that date may not be expanded after that date. -

Sec. 15. Minnesota Statutes 1987 Supplement, section 469.177, sub-
- dtvision 1, is amended to read:.

Subdivision 1. [ORIGINAL ASSESSED VAIUE.] Upon or after adoption
of a tax increment financing plan, the auditor of any county in which the
district is situated shall, upon request of the authority, certify the original
~ assessed value of the tax increment financing district as described in the
tax increment financing plan and shall certify in each year thereafter the
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amount by which the original assessed value has increased or decreased
as a result of a change in tax exempt status of property within the district,
reduction or enlargement of the district or changes pursuant to subdivision
4. In the case of a mined underground space development district the county
. auditor shall certify the original assessed value as zero, plus the assessed
value, if any, previously assigned to any subsurface area included in the
mined underground space development district pursuant to section 272.04.
For districts approved under section 469.175, subdivision 3, or parcels
added to existing districts after April 1, 1988, if the classification under
section 273.13 of property located in a district changes to a classification
that has a different assessment ratio, the original assessed value of that
property skall be redetermined at the time when its use is changed as if
the property had originally been classified in the same class in which it
is classified after its use is changed. The amount to be added to the original
assessed value of the district as a result of previously tax exempt real
property within the district becoming taxable shall be equal to the assessed
value of the real property as most recently assessed pursuant to section
273.18 or, it that assessment was made more than one year prior to the
date of title transfer rendering the property taxable, the value assessed by
the assessor at the time of the transfer. The amount to be added to the
original assessed value of the district as a result of enlargements thereof
shall be equal to the assessed value of the added real property as most
recently certified by the commissioner of revenue as of the date of mod-
ification of the tax increment financing plan pursuant to section 469.1753,
subdivision 4. For districts approved under section 469.175, subdivision
3, after April 1. 1988, if the assessed value of a property increases because
the property no longer qualifies under the Minnesota agricultural property
tax law, section 273.111; the Minnesota open space property tax law,
section 273 112 or the metropolitan agricultural preserves act, chapter
473H, the increase in assessed value must be added to the original assessed
value. Each year the auditor shall also add to the original assessed value
of each ecoriomic development district an amount equal to the original
assessed value for the preceding year multiplied by the average percentage
increase in ibe assessed valuation of all property included in the economic
development district during the five years prior to certification of the dis-
trict. The amount to be subtracted from the original assessed value of the
district as a result of previously taxable real property within the district
becoming tax exempt, or a reduction in the geographic area of the district,
shall be the amount of original assessed value initially atiributed to the
property becoming tax exempt or being removed from the district. If the
assessed value of property located within the tax increment financing dis-
trict is reduced by reason of a court-ordered abatement, stipulation agree-
ment, voluntary abatement made by the assessor or auditor-or by order of
the commissioner of revenue, the reduction shall be applied to the original
assessed value of the district when the property upon which the abatement
is made has not been improved since the date of certification of the district
and to the captured assessed value of the district in each year thereafter
when the abatement relates to improvements made after the date of certi-
fication. The county auditor may specify reasonable form and content of
the request for cestification of the authority and any modification thercof
pursuant to section 469.175, subdivision 4.

Sec. 16. Minnesota Statutes 1987 Supplement, section 469.177, sub-
division 3, is amended to read:

Subd. 3. [TAX INCREMENT, RELATIONSHIP TO CHAPTER 473F]
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(a) Unless the governing body elects pursuant to clause (b) the foll'owing
method of computation shall apply: ' '

(1) The original assessed value and the current assessed value shall be
determined before the application of the fiscal disparity provisions of chap-
ter 473F Where the original assessed value is equal to or greater than the
current assessed value, there is no captured assessed value and no tax
increment determination. Where the original assessed value is less than
the current assessed value, the difference between the original assessed
value and the current assessed value is the captured assessed value. This
amount less any portion thereof which the authority has designated, in its
tax increment financing plan, to share with the local taxing districts is the
retained captured assessed value of the authority.

(2) The county auditor shall exclude the retained captured assessed value
of the authority from the taxable value of the local taxing districts in
determining local taxing district mill rates. The mill rates so determined
are to be extended against the retained captured assessed value of the
“authority as well as the taxable value of the local taxing districts. The tax
- generated by the extension of the local taxing district mill rates to the
retained captured assessed value of the authority is the tax increment of
the authority.

(b) The governing body may, by resolution approving the tax iﬁcrement
financing plan pursuant to section 469.175, subdivision 3, elect the fol-
lowing method of computation: ' '

(1) The original assessed value shall be determined before the application
of the fiscal disparity provisions of chapter 473F The current assessed
value shall exclode any fiscal disparity commercial-industrial assessed
value increase between the original year and the current year muitiplied
by the fiscal disparity ratio determined pursuant to section 473E08, sub-
division 6. Where the original assessed value is equal to or greater than
the current assessed value, .there is no captured assessed value and no tax
increment determination. ‘Where the original assessed value is less than
the current assessed value, the difference between the original assessed
value and the current assessed value is the captured assessed value. This
amount less any portion thereof which the authority has designated, in its
tax increment financing plan, to share with the local taxing districts is the
retained captured assessed value of the authority.

(2) The county auditor shall exclude the retained captured assessed value
of the authority from the taxable value of the local taxing districts in
determining local taxing district mill rates. The mill rates so determined
are to be extended against the retained captured assessed value of the
authority as well as the taxable value of the local taxing districts. The tax
generated by the extension of the local taxing district mill rates to the
retained captured assessed value of the authority is the tax increment of
the authority. :

(3) An election by the governing body pursuant to paet paragraph (b)
shall be submitted to the county auditor by the authority at the time of the
request for certification pursuant to subdivision 1.

(c) The method of computation of tax increment applied to a district
pursuant to elesse paragraph (a) or (b) shall remain the same for the
duration of the district, except that the governing body may elect to change
its election from the method of computation in paragraph (a) to the method
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in paragraph (b).

Sec. 17. Minnesota Statutes 1987 Supplement, section 469, 17‘7 is amended
by adding a subdivision to read:

Subd. 3a. [PAYMENT TO SCHOOL DISTRICT FOR REFERENDUM
LEVY INCREASE.] If a tax increment financing district is located in a
school district in which the voters have approved new millage or an increase
in millage pursuant to section 124A.03, subdivision 2, the authority must
pay to the school district the amount raised by the new or increased millage.
The amount to be paid 10 the school district must be computed as follows:

{1) Subtract the mill rate approved by the voters of the school district
pursuant to section 124A.03, subdivision 2, as of June 30,. 1988, or the
date the tax increment financing district was certified, whichever is later,
and still in effect on the date the levy is certified, from the mill rate’
approved by the voters under that section as of the date the levy is certified.
If the result is less than zero, select zero.

{2} Multiply the resuit in clause (1) by the ratio of the school district’s”
actual levy certified pursuant to section 1244.03, subdivision 2, to its
permmed levy under that section. :

(3} Multiply the result in clause (2) by the retamed captured assessed
value of the authority located within that school district as of January 2
of the vear in which the levy is certified.

The county auditor must compute the payment required by this subdi-
vision and report the amount to the authority, the schoo! district, and the
commissioner of education by March I of each vear. The payment must be
‘made by November I of the year in which the property taxes are payable.

Sec. 18. Minnesota Statutes 1987 Supplement section 469.177, sub-
division 4, is amended to read:

Subd. 4. [PRIOR PLANNED IMPROVEMENTS.] The authority shall;
after diligent search, accompany its request for certification to the county
auditor pursuant to subdivision- 1, or its notice of district enlargement
pursuant to section 469.175, subdivision 4, with a listing of all properties
within the tax increment financing district or area of enlargement for which
building permits have been issued during the 18 months immediately pre-
ceding approval of the tax increment financing plan by the municipality
pursuant to section 469.175, subdivision 3. The county auditor shall increase
the original assessed value of the district by the assessed valuation of the
improvements each improvement for which the a building permit was issued;

excluding the assessed valuation of improvements for which a building
peﬁ’ﬁ-l—t- was issued during the three-month period immediately preceding

of the tax inerement finaneing plan; as certified by the
assesser- during the 18-month period immediately preceding approval of
the plan, as well as by the assessed valuation of each improvement for
which a building permit is issued during the three-month period immedi-
ately following approval of the plan. In the case of a permit issued during
the three-month period immediately before or the three-monthperiod imme-
diately after approval of the plan, the county auditor shall not increase
the original assessed value if the authority has financed an improvement
1o the parcel or to an immediately adjacent parcel pursuant to this tax
increment plan that occurs within three years of the ceruﬁcarmn of the
district.
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- Sec. 19. Minnesota Statutes 1987 Supplement, section 469,179, is amended
to read:

469.179 [EXISTING PROJECTS. ]

" Subdivision 1. [EXEMPTION:] The provisions of sections 469.174 to
469.178 shall not affect any project for which tax increment certification
was requested pursuant to law prior io August 1, 1979, or any project
carried on by an-authority pursuant to section 469.033, subdivision 5, with
respect to which the governing body has by resolution designated properties
for inclusion in the district prior to August 1, 1979, except: '

. (1) as otherwise expressly provided in sections 469.174 to 469.178; or

(2) as an authority elects to proceed with an existing district, under the
provisions of sections 469.174 to 469.178; or

- (3) that any enlorpements of the geographic area of an existng tax
inerement finaneins distriet subsequent to Abgust 15 1979 shall be accom-
phished in secordanee with and shall subjeet the property added a5 a result
eftheeﬂ*afgemeﬂttethete%ms&néeené&emefsee&em%%#te
469178 as provided in subdivision 2; or

{4) that beginning with taxes payable in 1980; section 469.177, subch-
+ vision 3, clause (b}, shall apply to all development districts created pursuant
to Minnesota Statutes 1978, chapter 472A, or any spec1al law, priot to
August 1, 1979.

Subd. 2. [APPLICATION TO EXISTING DISTRICTS.] If the develop-
ment or redevelopment activity within the project or district of a 1ax incre-
ment financing project certified priorto August ], 1979, is extended beyond
the scope of activity set forth in the district’s redevelopment plan under
Minnesota Statutes, chapter 462, or Minnesota Statutes, chapter 472A, if
applicable, after April I, 1988, the authority must with regard to the new -
activity conform to the prov:stons ofsecnons 469.174 to 469.178 with the
fol!owmg excéptions.

" (a) Section 469.175, subdivision 3, paragraphs (1) and (5), shall not
apply. Furthermore, the provisions of section 473F02, subdivision 3, shall
continue to apply to the entire district, if applicable.

(b) Section 469.177, subdivision 3, shall not apply.

Sec. 20. Minnesota Statutes 1986, section 475.51, subdivision 5, is
amended to read:

. Subd. 5. “Assessed value” means the latest valuation for purposes of
taxation, as finally equalized, of all property taxable within the municipality
but not including captured assessed value under section 469.174, subdi-
vision 4, or any other law permirting collection of tax increments.

Sec. 21. [EFFECTIVE DATE.]

Except as provided otherwise, sections 2, 5, 6, 7, and 18 are effective
for districts approved under section 469.175, subdivision 3, after April 1,
1988, Sections 8, 13, 16, and 19 are effective April 1, 1988, The amend-
ment to clause (c) of section 11.is effective for expenditures after April 1,
1988, except to the extéent that the authority had entered into a binding
contract before March 31, 1988, to make expenditures prohibited by that
section. Section 17 applies to taxes levied in 1988, payable in 1989, and
thereafter, as a result of a referendum held after December 31, 1986, and



6792 ' JOURNAL OF THE SENATE _ [78TH DAY

apphes to-tax increment districts created before or after the date of enact-
ment of this act. Section 20 is effecnve for bonds issued after March 31,
1988.”

Delete the title and insert:

“A bill for an act relating to local government; including certain parcels
in a tax increment financing district located in the city of Virginia; providing
or altering certain requirements for the use of tax increment financing;
amending Minnesota Statutes 1986, section 475.51, subdivision 5; Min-
nesota Statutes 1987 Supplement, sections 469.174, subdivisions 7, 10,
and by adding a subdivision; 469.175, subdivisions 1, 2, 3, 4, and by
adding a subdivision; 469,176, subdivisions 1, 4, 5, 6, and by addmg a
subdivision; 469.177, subdivisions 1, 3, 4, and by adding a subdivision; -
and 469.179, proposing coding for new law in Minnesota Statutes, chapter
4697 ‘

~ And when so amended the bill do pass. Amendments adopted. Report
adopted

Mr. Chmielewski from the Committee on Employment, to Wthh was.
referred

S.E No. 2428: A-bill for an act relating to workers compensatlon reg-
ulating workers' compensation benefits and administration; regulating workers’
. compensation insurance; requiring certain reports relating to workers’ com-
pensation; amending Minnesota Statutes 1986, sections 79.251, subdivi-
sions 2, 3, and 4; 79.252, subdivision 1; 176.011, subdivision 18, and by
adding a subdivision; 176.021, subdivision 3; 176.061, subdivision 10;
176.101, subdivisions 1, 2, 4, 5, and 6, and by adding a subdivision;
176.102, subdivisions 1, 7, 9, and 11; 176.105, subdivision 1; 176.111,
subdivisions 6, 7, 8, 12, 14, and 20; 176.131, subdivisions 2, 3, and 4;
176.132, subdivisions 1 and 2; 176.135, by adding a subdivision; 176.6435,
subdivision 2; 176.66, subdivision 11; 176.82; Minnesota Statutes 1987
Supplement, sections 176. 102, subdivisions 3, 3a, and 4; 176,111, sub-
divisions 15 and 21; and 176. 131 subdivisions 1 and 8, proposing codmg
for new law in Minnesota Statutes, chapters 79 and 176 repealing Min-
nesota Statutes 1986, sections 79.50; 79.51; 76.52; 79.53; 79.54; 79.55;
79.56.79.57; 79.58, 79. 39;79.60;79.61; and 79. 62 176. Ol] subdms:on
26; and 176.101, subdivisions 3a to 3u. :

Reports the same back with the recommendation that the bill be amended
as follows:

Delete everything after the enacting clause and insert:

“ARTICLE 1 .
WORKERS COMPENSATION SYSTEM CHANGES

Section 1. Minnesota Statutes 1986 section 176. 011 subdmsmn 11a,
is amended to read:

- Subd. 11a. [FAMILY FARM.] “Family farm” means any farm operation
which (1) pays or is obligated to pay less than $8:000 320,000 in cash
wages, exclusive of machine hire; to farm laborers for services rendered
during the preceding calendar year, and (2) has total liability and medical
payment coverage equal to $250,000 and $5,000, respectively, under a
farm Hability insurance policy. For purposes of this subdivision, farm
laborer does not include any spouse, parent or child, regardless of age, of
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a farmer employed by the farmer, or any executive officer of a family farm’

corporation as defined in section 500.24, subdivision 2, or any spouse,

parent or child, regardless of age, of such an officer employed by that

family farm corporation, or other farmers in the same community or mem-
" bers of their families exchanging work with the employer. Notwithstanding

any law to the contrary, a farm laborer shall not be considered as an
" independent contractor for the purposes of this chapter; provided that a

commercial baler or commercial thresher shall be considered an 1ndepen-
dent contractor. : |

Sec. 2. Minnesota Statutes 1986 section 176.011, subdivision 18, is
. amended to read:

Subd. 18. [WEEKLY WAGE.] “Weekly wage” is arrived at by multiplying
the daily wage by the number of days and fractional days normally worked
in the business of the employer for the employment involved. If the employee
" normally works less than five days per week or works an irregular number
of days per week, the number of days normally worked shall be computed
by dividing the total number of days in which the employee actually per-
formed any of the duties of employment in the last 26 weeks by the number
of weeks in which the employee actually performed such duties, provided -
that the weekly wage for part time employment during a period of seasonal

* or temporary layoff shall be computed on the number of days and fractional
days normally worked in the business of the employer for the employment
involved. If, at the time of the injury, the employee was regularly employed
by two or more employers, the employee’s days of work for all such employ-
ments shall be included in the computation of weekly wage. Occasional
overtime is not to be considered in computing the weekly wage, but if
overtime is regular or frequent throughout the year it shall be taken into
consideration. The maximum weekly compensation payable to an employee,
or-to the employee’s dependents in the event-of death, shall not exceed 66
243 80 percent ofthepredue—tefthedﬂﬁwage&meseheﬁumbefefdays
rermalty worked employee’s after-tax weekly wage, provided that the com-
pensation payable for permanent partial disability under section 176.101,
subdivision 3, and for permanent total disability under section 176.101,
.subdivision 4, or death under section 176.111, shall not be computed on
less than the number of hours normally worked in the employment or
industry in which the injury was sustained, subject also to such maximums
as are specifically otherwise provided.

Sec. 3. Minnesota Statutes 1986, section 176 Oll is amended by adding
a subdivision to read: -

Subd. 18a. [AFTER-TAX WEEKLY WAGE.] After-tax weekly wage means
the weekly wage reduced by the amounts required to be withheld by the
Federal Insurance Contributions Act, United States Code, Title 16, sections
3101 1o 3126, but without regard to the yearly maximum, and by state and
federal income tax laws using as the number of allowances the number of
exemptions that the employee is entitled to under federal law for the employee
and the employee's dependents. :

Sec. 4. Minnesota Statutes 1986, section 176 021, subdivision 3,
amended to read:’

Subd. 3. [COMPENSATION, COMMENCEMENT OF PAYMENT.] All
“employers shall commence payment of compensation at the time and in
the manner prescribed by this chapter without the necessity of any agree-
ment or any order of the division. Except for-medical, burial, and other
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nonperiodic beneflts payments shall be made as nearly as possible at the
intervals when the wage was payable— pfewded- hewever; that peyments
for pepmaaem partial disability shall be geverned by section 396104, If
doubt exists as to the eventual permanent partial disability, payment fef'
the ecenomic recovery compensation or impairment compensations
ever is due; pursuant to seetion 176164 shall be then made when due for
the minimum permanent partial disability ascertainable, and further pay-
ment shall be made upon any later ascertainment of greater permanent
partial disability. Prior to or at the time of commencement of the payment
ofeeeﬁemtefeeaveﬁteempene&&eﬂef}&mps&mefpeﬂediepafmemef :

compensation permanent partial disability compensation, the.
employee and employer shall be furnished with a copy of the medical
report upon which the payment is based and all other medical reports which -
the insurer has that indicate a permanent partial disability rating, together
with a statement by the insuter as to whether the tendered payment is for
minimum permanent partial disability or final and eventual disability. After
receipt of all reports available to the insurer that indicate a permanent -
partial disability rating, the employee shall make available or permit the
insurer to obtain any medical report that the empioyee has or has knowledge
of that contains a permanent partial disability rating which the insurer does
-not already have. Economiec recevery compensation of Hmpairment eom-

nomie recovery compensation of impaitment compensation is payable for
fuﬁeﬂenﬂleﬁsefaﬁeﬁ}mpamemeﬁfunemmmﬁawfe—aﬂd
therefore shall be separate; distinet; and in addition to payment
for any other eompensation; subject to section 176-104- The right to receive
temporary total, temporary partial, or permanent total disability payments -
vests in the tnjured employee or the employee’s dependents undér this
chapter or, if none, in the employee’s legal heirs at the time the disability
can be ascertained and the right is not abrogated by the employees death -
prior to the making of the payment. .

The right to receive econesiie recovery compensation of i
permanent partial compensation vests in an injured employee at the time
the disability can be ascertained provided that the employee lives for at
least 30 days beyond the date of the injury. Upen the death of ah empleyee
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Dﬁabﬁﬂyfa%mg&fmpefmaﬂeﬂ{p&mﬁdﬁabﬁ&y&haﬂbebasedeﬂebje&
tive medieal evidenece-

Sec. 5. Minnesota Statutes 1987 Supplement, section 176 041, subdi-.
vision 4, is amended to read:

Subd. 4. [OUT-OF-STATE EMPLOYMENTS.‘] {a) Except as provided
in paragraph (b}, if an employee who regularly performs the primary duties
. of employment outside of this state or is hired to perform the primary duties

- of employment outside of this state, receives an injury within this state in
the employ of the same employer, such injury shall be covered within the
provisions of this chapter if the employee chooses to forego any workers’
compensation claim resulting from the injury that the employee may have
aright to pursue in some other state, provided that the special compensation
fund is not liable for paymeént of benefits pursuant to section 176.183 if
the employer is not insured against workers’ compensation liability pursuant
to this chapter and the employee is a nonresident of Minnesota on the date
of the personal injury. ,

(b) An employee who has been hired outside of this state, or regularly
performs the primary duties of employment outside of this state, and his
- employer with respeci to that employee, are exemp! from the provisions of
this chapter while the employee is temporarily within this state performing
work for the employer provided the employer has furnished workers” com-
pensation insurance coverage under the workers’ compensation law or
other similar law of another state which covers the employee’s employment
while in this state. The benefits under the workers' compensation law or
similar law of the other siate, or other remedies under that law, are the
exclusive remedy against the employer for any injury, whether resulting
in death or not, received by the employee while working for that employer
within this state. A certificate from the commissioner of labor and industry
or other similar official of another state certifying that the employer is
insured in that state and has provided extraterritorial coverage insuring
its employees while working within this state Is prima facie evidence that
the employer carriesworkers’ compensation insurance on those employees.

Sec. 6. Minnecsota Statutes 1986, section 176 061, subdivision 10, is -
amended to read:

Subd. 10. [INDEMNITY.] Notwithstanding the provisions of chapter 65B
or any other law to the contrary, an employer has a right of indemnity for
any compensation paid or payable pursuant to this chapter, including tem-
porary total compensation, temporary partial compensation, permanent -
partial disability, econemie cOmpen-
sattens medical compensation, rehabilitation, death and- permanent total
compensation.

Sec.- 7. Minnesota Statutes 1986, sectlon 176.081, subdivision 1, is
. amended to read: .

Subdivision 1. (a) A fee for iegal services of 25 percent of the first
$4,000 of compensation awarded to the employee and 20 percent of the
next $27,500 of compensation awarded to the employee is permissible and
does not require approval by the commissioner, compensation judge, or
any other party except as provided in elause paragraph (b). If the employer
or the insurer or the defendant is given written notice of claims for legal
services or disbursements, the claim shall be a lien against the amount paid
or payable as compensation. In no case shall fees be calculated on the basis
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of any undisputed portion of compensation awards. Allowable fees under
this chapter shall be based solely upon genuinely disputed portions of
claims, including disputes related to the payment of rehabilitation benefits
‘or to other aspects of a rehabilitation plan. Fees for administrative confer-
ences under seetion 176-242,; 176-2421; 176-243- of 176-244 sections
176.106 and 176.239 shall be determined on an hourly basis, according
to the criteria in subdivision 5. :

(b) An attorney who is claiming legal fees under this seetion for rep-
resenting an employee in a workers’ compensation martter shall file a
statement of attorney’s fees with the commissioner, compensation judge
before whom the matter was heard, or workers' compensation court of
appeals on cases before the court. A copy of the signed retainer agreement
shall also be filed. The employee and insurer shall receive a copy of the
statement. The statement shall be on a form prescribed by the commissioner
and shall clearly and conspicuously state that the employee or insurer has
ten calendar days to object to the attorney fees requested. If no objection

_is timely made by the employee or insurer, the amount requested shall be
conclusively presumed reasonable providing the amount does not exceed
the limitation in subdivision 1. The commissioner, compensation judge, or
court of appeals shall issue an order granting the fees and the amount
requested shall be awarded to the party requesting the fee. If a timely
objection is filed, or the fee is determined on an hourly basis, the com-
missioner, compensation judge, or court of appeals shall review the matter

- and make a determination based on the criteria in subdivision 5. If no

timely objection is made by an employer or insurer, reimbursement under
subdivision 7 shall be made if the statement of fees requested this
reimbursement, ‘ ‘

{c) Private atiorneys'repfesenting employers and insurers may not éharge
a fee for legal services of more than $6,500 unless the additional fee is
approved under subdivision 2. R

Sec. 8. Minnesota Statutes 1987 Supplement, section 176.081, subdi-
vision 2, is amended to read: . : o

Subd. 2. An application for attorney fees in excess of the amount autho-
rized in subdivision 1 shall be made to the commissioner, compensation
judge, or district judge, before whom the matter was heard. An appeal of
a decision by the commissioner, a compensation judge, or district court
Judge on additional fees may be made to the workers’ compensation court
of appeals. The application shall set forth the fee requested and, the number
of hours spent on the case, the basis for the request, and whether or not a
hearing is requested. The application, with affidavit of service upon the-
employee artorney’s client, shall be filed by the attorney requesting the
fee. 1f a hearing is requested by an interested party, a hearing shall be set
with notice of the hearing served upon known interested parties. In all
cases the employee shall be served with notice of hearing.

Sec. 9. Minnesota Statutes- 1986, section 176.081, subdivision 3, 1s
amended to read: ‘

Subd. 3. A#n employee whe A party that is dissatisfied with its attorney
fees, may file an application for review by the workers’ compensation court
of appeals. Such application shall state the basis for the need of review
and whether or not a hearing is requested. A copy of such application shall
be served upon the party’s attorney fer the employee by the court admin-
istrator and if a hearing is requested by either party, the matter shall be
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set for hearing. The notice of hearing shal! be served upon known interested
parties. The attorney for the employee shall be served with a notice of the
hearing- The workers’ compensation court of appeals shall have the author-
ity to raise the question of the issue of the attorney fees at any time upon
its own motion and shall have continuing jurisdiction over attorney fees.

Sec. 10. Minnesota Statutes 1986 section 176.101, subdivision 1,
amended to read:

Subdivision 1. [TEMPORARY TOTAL DISABILITY.] (a) For m]ury
producing temporary total disability, the compensation is 66-2/3 80 percent
- of the after-tax weekly wage at the time of injury.

fﬂpfeﬂéedthﬁ{dﬁﬂngﬁheyeafeemmeﬂemgeﬂgeﬁebef}—w;@—aﬂé
each year thereafter; commeneing on Oetober 45 (b) The maximum weekly
compensation payable is 10 percent of the statewide average weekly wage
for the period ending December 31, of the preceding year.

23 (c) The minimum weekly compensation benefits for temporary total
disability shall be not less than 50 20 percent of the statewide average
weekly wage or the injured employee’s actual after-tax weekly wage, which-
ever.is less. In no case shall & weekly berefit be less than 20 percent of -
the statewide average weelkdy wage-

{d) Subject to subdivisions 3a te 3u This compensation shall be paid
during the period of disability, payment to be made at the intervals when
the wage was payable, as nearly as may be, and shall cease whenever any
one of the following occurs:

(1) the disability ends;
(2) the employee returns to work,
{3) the employee retires by withdrawing from the labor market;

"(4) the employee refuses an offer of work that the employee can do in
the employee's physical condition; or

(5) 90 days have passed after the employee has reached maximum med-
ical improvemeni, except as provided in section 176.102, subdivision 11,
paragraph (b);

(e) For purposes of paragraph ( d ), clause (5}, the 90-day period after
‘maximum medical improvement commences on the earlier of:

(1) the date that the employee receives a written medical report indi-
cating that the employee has reached maximum medical improvement; or

(2) the date that the employer or insurer serves the report on the employee
and the employee’s legal representative and files a copy with the division.

{f) Once compensation has ceased under paragraph (d), clauses (1),
(2), and (3), it may be recommenced at a later date if: the emplovee returns
to work, the employee is laid off due to economic conditions or is medically
unable to continue at the job, and the layoff or inability 1o continue occurs
prior to 90 days after the employee reaches maximum medical improvement.
Compensation recommenced under this paragraph is subject to cessation
under paragraph (d}. Recommenced compensation may not be paid beyond
90 days after the employee reaches maximum medical improvement, except
as provided under section 176.102, subdivision 11, paragraph (b).

(g) Once compensation has ceased under paragraph (d), clauses (4) and
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(5), it may not be recommenced at a later date, except as provided under
section 176.102, subdivision 11, paragraph (b}.

Sec. 11. Minnesota Statutes 1986, section 176.101, subd1v1510n 2 is
amended to read:

Subd. 2. [TEMPORARY PARTIAL DISABILITY.] (@) In all cases of -
temporary partial disability the compensation shall be 66-2/3 80 percent
of the difference between the after-tax weekly wage of the employee at the
time of injury and the after-tax weekly wage the employee is able to earn:
in the employee’s partially disabled condition. This compensation shall be
paid during the period of disability except as provided in this section,
payment to be made at the intervals when the wage was payable, as nearly
as may be, and subject to a maxunum compensation equal to the statewide
average weekly wage.

{b) Temporary partial compensation may be paid only while the employee
is working and earning less than the emplovee’s weekly wage at the time,
of the injury. Except as provided in section 176102, subdivision 11, para-
© graph (b), temporary partial compensation may not be paid for more than
- 90 days after the employee reaches maximum medical improvement.

Sec. 12. Minnesota Statutes 1986, section 176 101, is amended by add-
ing a subdivision 10 read:

Subd. 3. [PERMANENT PARTIAL DISABILITY.] (a) Compensation
for permanent partial disability is as provided in this subdivision. For
permanent partial disability up to the percent of the whole body shown in
the following schedule, the amount of compensation is equal 1o the pro-
portion that the loss of function of the disabled part bears 1o the whole
bady multiplied by the amount aligned with that percent in the following
schedule:

Percent of Disability . Amount
0-25 ‘ ¥ 75,000
26-30 80,000
3135 85,000
36-40 20,000
41-45 95,000
46-50 100,000
51-55 : 120,000
56-60 . 140,000
61-65 160,000
66-70 : 180,000
71-75 : 200,000
76-80 240,000
81-85 ' 280,000 .
86-90 320,000
91-95 - 360,000
96-100 400,000 .

An employee may not receive compensation for more than a 100 percent
disability of the whole body, even if the employee sustains dtsabtlzzy to
two or more body paris.

(b) Permanent partial disabiliry is payable upon cessation of temporary
total disability under subdivision 1. If the employee is not working, the
compensation is payable in installments at the same intervals and in the
same amount as the initial temporary total disability rate. If the employee
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returns to work, the remaining compensation is payable in a lump sum 30
" days after the employee returned to work provided the employment has
not been substantially interrupted by the injury for any part of the 30 days
and the employee is still emploved at the job at the end of the period.

Sec. 13. Minnesota Statutes 1986, section 176.101, subdivision 4, is
amended to read:

Subd. 4. [PERMANENT TOTAL DISABILITY.] For'permanent total
disability, as defined in subdivision 5, the compensation shall be 66-2/3
80 percent of the daily after-tax weekly wage at the time of the injury,
subject to a maximum weekly compensation equal to the maximum weekly
compensation for a temporary total disability and a minimum weekly com-
pensation equal to the minimum weekly compensation for a temporary total
disability. This compensation shall be paid during the permanent total
disability of the injured employee but after a total of $25,000 of weekly
compensation has been paid, the amount of the weekly compensation ben-
efits being paid by the employer shall be reduced by the amount of any
disability benefits being paid by any government disability benefit program
if the disability benefits are occasioned by the same injury or injuries which
give rise to payments under this subdivision. This reduction shail also apply
to any old age and survivor insurance benefits. Payments shall be made at
the intervals when the wage was payable, as nearly as may be. In case an
employee who is permanently and totally disabled becomes an inmate of

“a public institution, no compensation shall be payable during the period
of confinement in the institution, unless there is wholly dependent on the
employee for support some person named in section 176.111, subdivision
i, 2 or 3, in which case the compensation provided for in section 176,111,
during the period of confinement, shall be paid for the benefit of the
dependent person during dependency. The dependency of this person shall
be determined as though the employee were deceased.

Sec. 14. Minnesota Statutes 1986, section 176.101; subdivision 5, is
- amended to read: s

Subd. 5. [FOFAL BISABILITY DEFINITION.] (a) For purposes of
subdivision 4, permanent total disability means only.

(1) the total and permanent loss of the sight of both eyes, lhe loss of
both arms at the shoulder, the loss of both iegs so close to the hips that no
effective artificial members can be used, complete and permanent paralysm :
total and permanent loss of mental facultiess; or

(2) any other injury which both results in permanent partial disability
of 25 percent or more of the whole body and totally and permanently
incapacitates the employee from working at an occupation which brings
the employee an income eenstitites total disability.

(b) For purposes of paragraph (a), clause (2), totally and permanently
incapacitated means that the employee’s physical disability, in combination
with his age, education and training, and experience, causes the employee
to be unable to secure anything more than sporadic employment resulting
in an insubstantial income. Local labor market conditions may not be
considered in making the total and permanent incapacitation determination.

Sec. 15. Minnesota Statutes 1986 section 176.102, subdivision 1,
amended to read:

Subdivision 1. [SCOPE.] (a) This section only applies to vocational
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rehabilitation of injured employees and their spouses as provided under
subdivision 1a. Physical rehabilitation of injured employees is considered
treatment subject 10 section 176.135.

(b) Rehabilitation is intended to restore the injured employees threugh
and voeational rehabiitation; so the employee may return to a job
related to the employee’s former employment or to a job in another work
area which produces an economic status as close as possible to that the
employee would have enjoyed without disability, Rehabilitation to a job
with a higher economic status than would have occurred without disability
is permitted if it can be demonstrated that this rehabilitation is necessary
to increase the likelihood of reemployment. Economic status is to be mea-
sured not only by opportunity for immediate income but also by opportunity
for future income.

Sec. 16. Minnesota Statutes 1987 Supplement, section 176.102, sub-
division 2, is amended to read:

Subd. 2. [ADMINISTRATORS.] The commissioner shall hire a director
of rehabilitation services in the classified service. The commissioner shall
monitor and supervise rehabilitation services, including, but not limited
to, making determinations regarding the selection and delivery of rehabil-
itation services and the criteria used to approve qualified rehabilitation
consultants and rehabilitation vendors. The commissioner may also make
determinations regarding fees for rehabilitation services and shall by rule,
subject to chapter 14, establish a fee schedule or otherwise limit fees
charged by qualified rehabilitation consultants and vendors. The com-
missioner may hire qualified personnel to assist in the commissioner’s duties
under this section and may delegate the duties and performance.

Sec. 17. Minnesota Statutes 1987 Supplement, section 176.102, sub-
division 3, is amended to read:

. Subd. 3. [REVIEW PANEL.] There is created a rehabilitation review
panel composed of the commissioner or a designee, who shall serve as an -
ex officio member and twe members one member each frem representing

employers, insurers, rehabilitation; and medicine, one member
- ehiropractorss and four fwo members each representing labor and reha-
bilitation vendors, and six members who are qualified rehabilitation con-
sultants. The members shall be appointed by the commissioner and shall
serve four-year terms which may be renewed. Compensation for members
shall be governed by section 15.0575. The panel shall select a chair. The
pane] shall review and make a determination with respect to appeals from
orders of the commissioner regarding certification approval of gqualified
rehabilitation consultants and vendors. The hearings are de nove and ini-
tiated by the panel under the contested case procedures of chapter 14, and
are appealable to the workers compensatmn court of appeals in the manner
provided by section 176.421.

Sec. 18. Minnesota Statutes 1987 Supplement, section 176.102, sub-
division 3a, is amended to read:

Subd, 3a. [DISCIPLINARY ACTIONS.] The panel has authority to dis-
cipline qualified rehabilitation consultants and vendors and may impose a
penalty of up to $1,000 per violation, and may suspend or revoke certifi-
cation. Complaints against registered qualified rehabilitation consultants
and vendors shall be made to the commissioner who shall investigate all
complaints. If the investigation indicates a violation of this chapter or rules
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adopted under this chapter, the commissioner may initiate a contested case

proceeding under the provisions of chapter 14. In these cases, the reha-

bilitation review parel shall make the final decision following receipt.of.
the report of an administrative law judge. The decision of the panel is

appealable to the workers’ compensation court of appeals in the manner

provided by section 176.421. The panel shall continuously study rehabil-

itation services and delivery, develop and recommend rehabilitation rules
to the commissioner, and assist the commissioner in accomplishing public

education. \

The commissioner may appomt alternates for one- year terms to serve as
a member when a member is unavailable. The number of alternates shall
not exceed one labor member, one employer or insurer member, and one
member representing medicine; ekirepraetie; or rehabilitation vendors, and
one member representing qualified rehabilitation consultants.

Sec. 19. Minnesota Statutes 1987 Supplement sectlon 176. 102 sub-
division 4, is amended to read

Subd. 4. [REHABILITATION PLAN; DEVELOPMENT](a)Anemp}eyef
of insurer shall provide rehabilitation consultation by a qualified rehabil-
. itation consultant of by another person permitted by rule to previde eon-
- sultation te an injured employee within five days after the employee has
@dayseﬂe-s%wefkhmed-ue&e%hepefseﬂa}mjufy-e*eeptasebhem%

i this subdivision: Where an employee has incurred ap injury
te the bacls the censuliation shall be made within five days after the
emplovee has 30 days of lost werk time due to the injury- The lost werk:
time in either case may be mtermittent lost work time- I an employer of
insurer has medical information at any time prior to the time speeified in
this subdivision that the employee will be unable to return to the job the
employee held at the time of the injury rehabilitation eonsultation shall be
provided immediately after receipt of this information- -

Fermeseseffh&ssee&en—!eﬁweﬂe&me—me&meﬂyfh&seé&ys

USSRy MiRRE _

- where the hours and days of work are affected by seesonal conditions:
“lost werk time= shall be computed by using the normal sehedule worked
when employees are werking full tirpes A rehabilitation consultation must
be provided by the employer to an injured employee upon request of the
employee, the employer, or the commissioner. If a rehabilitation consul-
tation is requested, the employer shall provide a qualified rehabilitation
consultant; except that, if the injured employee objects to the employer’s
selection, the employee may select a qualified rehabilitation consultant of
the emplovee’s own choosing within 30 days following the first in-person
contact between the employee and the original qualified rehabilitation
consultant. If the consultation indicates that rehabilitation services are
approprtate ‘pursuant to subdivision 1, the emp!oyer shall provide such
services.

(b) The qualified rehabilitation consultant appeinted by the emplover of
insurer shal! disclose in writing at the first meeting or written communi-
cation with the employee any ownership interest or affiliation between the
firm which employs the qualified rehabilitation consultant and the employer,
insurer, adjusting or servicing company, including the nature and extent of
the affiliation or interest. The consultant shall also disclose to all parties
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any affiliation, business referral or other arrangement between the con-
sultant or the firm employing the consultant and any other party to the
case, neluding or fo any attorneys, doctors, or chiropractors,

I the employee objects to the employer’s selection of a qualified reha-
bilitation consultant; the empleyee shall notify the employer end the com-
missioner in weiting of the objection: The notification shal include the
. pame; address; and telephone number of the gqualified rehabiliation eon-
sultant chosen by the employee ie previde rehabilitation consultation-

{c) After the initial provision or selection of a qualified rehabilitation
consultant as provided under paragraph (a), the employee may choese
request a different qualified rehabilitation consultant as fellews:

{-}—)eneedu&ngtheﬁmsté@daysfeﬂemngtheﬁrs&m—peﬁeﬂeeﬂmet.
between the employee and the original eonsultant;

@eﬂeeaﬁefﬁheég—éaypeﬂedfefemdteiﬂehuﬁe(—l—)—m

€3 subsequent requests which shall be determined granted or denied by
the commissioner or compensation judge accordmg to the best interests of
the parties. :

(d) The employee and employer shall enter into @ pfeg-mm if one is
presepibed in develop a rehabilitation plan within 30 days of the rehabil-
itation consultation if the qualified rehabilitation consultant determines
that rehabilitation is appropriate. A copy of the plan, including a target
date for return to work, shall be submitted to the commissioner within 15
days after the plan has been developed. ' :

€} (e) If the employer does not provide rehabilitation consu]tatlon or
the employee does not select a qualified rehabilitation consultant, as required
by this seetion provided under paragraph {a), the commissioner or com-
pensation judge shall notify the employer that if the employer fails to
appeint provide, or the employee fails to select, whtchever is applicable,
aqualified rehabilitation consultant of other persons as permitted by clause
£ay within 15 days to conduct a rehabmtatlon consultation, the commis-
sioner or compensation judge shall appoint a qualified rehabilitation con-
sultant to provide the consultation at the expense of the employer unless
the commissioner or compensation judge determines the consultation is
not required.

€e} (f} In developing a rehabilitation plan cons1dcrat10n shall be given to
the employee’s gualifications, including but not limited to age, education,
previous work history, interest, transferable skills, and present and future
labor market conditions.,

- €& (g) The commissioner or compensation judge may waive rehabili-
tation services under this section if the commissioner or compensation
judge is satisfied that the employee will return to work in the near future
or that rehablhtatmn services will not be useful in returmng an employee
to work.

Sec. 20. Minnesota Statutes 1987 Supplement, section 176.102, sub-
division 6, is amended to read: .

‘Subd. 6. [PLAN, ELIGIBILITY FOR REHABIL]TATION, APPROVAL
AND APPEAL.] The commissioner or a compensation judge shall deter-
mine eligibility for rehabilitation services and shall review, approve, modify,
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or reject rehabilitation plans developed under subdivision 4. The commis-
sioner or a compensation judge shall also make determinations regarding
rehabilitation issues not necessarily part of a plan including, but not limited
to, determinations regarding whether an employee is eligible for further
rehabilitation and the benefits under subdivisions 9 and 11 to which an
employee is entitled. A plan that is not completed within six months or
that will cost more than $3,600 must be specifically approved by the com-
missioner. This approval may not be waived by the parties.

Sec. 21. Minnesota Statutes 1986, section 176.102, subdivision 7,
amended to read:

Subd. 7. [PLAN IMPLEMENTATION; REPORTS](a) Upon request by
the commissioner, insurer, employer or employee, medical apd rehabili-
tation reports shall be made by the provider of the medical and rehabilitation
service to the commissioner, insurer, employer, or employee.

(b} If a rehabilitation plan has not already been filed pursuant to sub-
division 4, an employer shall report to the commissioner after 120 days
from the date of the injury, but before 150 days therefrom, as to what
rehabilitation consultation and services, if any, have been provided to the
injured employee or why rehabilitation consultation and services have not
been provided. ‘

Sec. 22. Minnesota Statutes 1986, section 176.102, subdivision 11, is
amended to read:

Subd. 11. [RETRAINING; COMPENSATION. ] (g) Retraining is limited
to 156 weeks. An employee who has been approved for retraining may
petition the ecemmissioner for additional compensation not to exceed 25
percent of the compensation otherwise payable. If the commissioner or
compensation judge determines that this additional compensation is war-
ranted due to unusual or unique circumstances of the employee’s retraining
plan, the commissioner or compensation Jjudge may award additional com-
- pensation in an amount the commissioner determines is appropriates not
to exceed the employees request. This additional compensation shalt cease
atany time the commissioner or compensation judge determines the spec1a1
circomstances are no longer present.

(b) Pursuant to section 176 101, subdivisions 1 and 2, temporary total
disability or temporary partial disability shall be paid during a retraining
plan that has been specifically approved under this section and for up to
90 days after the end of the plan; except that, payment during the 90-day
period is subject to cessation in accordance with section 176.101, sub-
division 1, paragraph (d), clauses (1} to (4}. Compensation paid under
this paragraph must cease if the employee terminates participation in the
approved retraining plan without good cause.

Sec. 23. Minnesota Statutes 1986, section 176.105, subd1v1s10n 1,
amended to read: .

Subdivision 1. (¢) The commissioner of Iabor and industry shall by rule
establish a schedule of degrees of disability resulting from different kinds
of m_|unes The commissioner, in consultation with the medical services
review board, shall annually review these rules to determine whether any
injuries omitted from the schedule should be compensable and, if so, amend
the rules accordingly. .

(b) Disability ratings for permanent partial disability must be based on
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objective medical evidence.

Sec. 24. Minnesota Statutes 1986, section 176.1.11, subdivision 6, is
amended to read: - .

Subd. 6. [SPOUSE, NO DEPENDENT CHILD.] If the deceased employee
leaves a dependent surviving spouse and no dependent child, there shall
be paid to the spouse weekly workers compensation benefits at 50 89
percent of the after-tax weekly wage at the time of the injury for a period
of ten years, including adjustments as provided in section 176.645.

Sec. 25. Minnesota Statutes 1986, section 176.111, subdivision 7, is
amended to read:

Subd. 7. [SPOUSE, ONE DEPENDENT CHILD. ] If the deceased employee
leaves a surviving spouse and one dependent child, there shall be paid to
the surviving spouse for the benefit of the spouse and child 60 80 percent
of the datly after-tax weekly wage at the time of the injury of the deceased
until the child is no longer a dependent as defined in subdivision 1. At
that time there shall be paid to the dependent surviving spouse weekly
benefits at a fate which 15 16-2/3 percent less than the last weekly werkers”
compensation benefit payment; as defined in subdivisien 8a; while the
surviving ehild was & dependent; for a period of ten years; including
adfastments as provided in seeton 176-645-

Sec. 26. Minnesota Statutes 1986, section 176.111, subdivision 8, is
amended to read:

Subd. 8. [SPOUSE, TWO DEPENDENT CHILDREN.] if the deceased
employee leaves a surviving spouse and two dependent children, there shall
be paid to the surviving spouse for the benefit of the spouse and children
66-2/3 80 percent of the day after-tax weekly wage at the time of the
injury of the deceased until the last dependent child is no longer dependent.
A+ that time the dependent surviving spouse shall be paid weeldy benefits
at & rate which 15 25 pereeat less than the last weekly workets” compensation
benefit payment; as defined in subdivision 8a; while the surviving child

was a dependent; for a period of ten years; adjusted aceording to seetion
Ho-645-

Sec. 27. Minnesota Statutes 1986 section 176.111, subdivision 12, is
amended to read:

Subd. 12. [ORPHANS.] If the deceased employee leaves a dependent
orphan, there shall be paid 55 80 percent of the after-tax weekly wage at
the time of the injury of the deceased, for two or more orphans there shall
be paid 66243 80 percent of the wages after-tax weekly wage. .

Sec. 28. Minnesota Statutes 1986, section 176.111, subdivision 14, is
amended to read:

Subd. 14. [PARENTS.] If the deceased employee leave no’ surviving
spouse or child entitled to any payment under this chapter, but leaves both
parents wholly dependent on deceased, there shall be paid to such parents
Jointly 45 80 percent of the after-tax weekly wage at the time of the injury
of the deceased. In case of the death of either of the wholly dependent
parents the survivor shall receive 35 80 percent of the after-tax weekly
wage thereafter. If the deceased employee leave one parent wholly depen-
dent on the deceased, there shall be paid to such parent 35 80 percent of
the after-tax weekly wage at the time of the injury of the deceased employee,
The compensation payments under this section shall not exceed the actual .
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contributions made by the deceased employee to the support of the employ-
ee’s parents for a reasonable time immediately prior to the mJury which
caused the death of the deceased employee.

Sec. 29. Minnesota Statutes 1987 Supplement, section 176.111, sub-
division 15, is amended to read:

Subd. 15. [REMOTE DEPENDENTS.] If the deceased employee leaves
no surviving spouse or child or parent entitled to any payment under this
chapter, but leaves a grandparent, grandchild, brother, sister, mother-in-
law, or father-in-law wholly dependent on the employee for support, there
shall be paid to such dependent, if but one, 38 40 percent of the after-fax
weekly wage at the time of injury of the deceased, or if more than one, 35
~ 45 percent of the after-tax weekly wage at the time of the injury of the
deceased, divided among them share and share alike.

Sec. 30. Minnesota Statutes 1986, section 176.111, subdivision 20, is
amended to read:

Subd. 20. [ACTUAL DEPENDENTS, COMPENSATION. ] Actual depen-
dents are entitled to take compensation in the order named in subdivision
3 during dependency until 66-2/3 80 percent of the afrer-tax weekly wage
of the deceased at the time of injury is exhausted. The total weekly com-
pensation to be paid to full actual dependents of a deceased employee shall
not exceed in the aggregate an amount equal to the maximum weekly
compensation for a temporary total disability.

Sec. 31. Minnesota Statutes 1987 Supplement, section 176.111, sub-
division 21, is amended to read:

Subd. 21. [DEATH, BENEFITS; COORDINATION WITH GOVERN-
MENTAL SURVIVOR BENEFITS. | The following provision shall apply to
any dependent entitled to receive weekly compensation benefits under this
section as the result of the death of an employee, and who'is also receiving
or entitled to receive benefits under any government survivor program:

The combined total of weekly government survivor benefits and workers
compensation death benefits provided under this section shall not exceed
100 percent of the after—rax weekly wage being carned by the deceased
employee at the time of the injury causing death; provided, however, that
no state workers’ compensation death benefit shall be paid for any week
in which the survivor benefits paid under the federal program, by them-
selves, exceed 100 percent of such weekly wage provided, however, the
workers’ compensation ‘benefits payable to a dependent surviving spouse |
shall not be reduced on.account of any governmental survivor benefits
payable to decedent’s children if the support of the children is not the
'responsibility of the dependent surviving spouse.

For the purposes of this subdivision ““dependent” means dependent sur-
viving spouse together with all dependent children and any other depen-
dents. For the purposes of this subdiviston, mother’s or father’s insurance
benefits received pursuant to United States Code, title 42, section 402(g),
are benefits under a government survivor program. B

Sec. 32. Minnesota Statutes 1987 Supplement, section 176.131, sub-
division 1, is amended to read:

Subdivision 1. If an employee incurs perqonal injury and suffers disability
from that injury alone that is substantially greater, because of a preexisting
physical impairment, than what would have resulted from the personal
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injury alone, the employer or insurer shall pay all compensation provided
by this chapter, but the émployer shall be reimbursed from the special
compensation fund for all compensation paid in excess of 52 weeks of
monetary benefits and $2;000 $3,500 in medical expenses, subject to the
exceptions in paragraphs (a), (b), and (c):

(a) If the disability caused by the subsequent injury is made substantially
greater by the employee’s registered preexisting physical impairment, there
shall be apportionment of liability among all injuries. The special com-
pensation fund shall only reimburse for that portion of the compensation,
medical expenses, and rehabilitation expenses attributed to the subsequent
injury after the applicable deductible has been met.

(b). If the subsequent personal injury alone results in permanent partial
disability to a scheduled member under the schedule adopted by the com-
missioner pursuant to section 176. 105, the special compensation fund shall
not reimburse permanent partial disability, medical expenses, or rehabili- -
tation expenses.

{c) Reimbursement for compensation paid shall be at the rate of 75
percent. ‘

Sec. 33. Minnesota Statutes 1986, section 176.131, subdivision 1a, is
amended to read: ' '

Subd. la. If an employee is employed in an on-the-job training program
pursuant to an approved rehabilitation plan under section 176.102 and the
employee incurs a personal injury that aggravates the personal injury for
which the employee has been certified to enter the on-the-job training
program, the on-the-job training employer shall pay the medical expenses
and compensation required by this chapter, and shall be reimbursed from
the special compensation fund for the compensation and medical expense
that is attributablie to the aggravated injury; except that, reimbursement for
compensation paid shall be ar the rate of 75 percent. The employer, at the
time of the personal injury for which the employee has been approved for
on-the-job training, is liable for the portion of the disability that is attrib-
utable to that injury. :

Sec. 34. Minnesota Statutes 1986, section 176.131, subdivision 2, is
amended to read: .

Subd. 2. If the employee’s personal injury results in disability or death,
and if the injury, death, or disability would not have occurred except for
the preexisting physical impairment registered with the special compen-
sation fund, the employer shall pay all compensation provided by this

chapter, and shall be fully reimbursed from the special compensation fund
for the compensation, except that:

(1) this fuH reimbursement shall not be made for cardiac disease or a
condition registered pursuant to subdivision 8, clause (t} or (u), unless the
commissioner by rule provides otherwise; and

(2) reimbursement for compensation paid shall be at the rate of 75
percent.

Sec. 35. Minnesota Statutes 1986, section 176.131, subdivision 4, is
amended to read: -

Subd. 4. Any employer who hires or retains in its employment any person
who has a physical impairment of at least 25 percent of the whole body
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shali file a formal registration for the employee with the commissioner on
a form prescribed by the commissioner.

Sec. 36. Minnesota Statutes 1987 Supplcment section 176. 131 sub-
division 8, is amended to read:

Subd. 8. As used in this section the following terms have the meanings
given them:

“Physical impairment” means any physical or mental condition that is
‘permancnt in nature, whether congenital or due to injury, disease or surgery
and which is or is likely to be a hindrance or obstacle to obtaining employ-
ment except that physical impairment is limited to the following:

(a) Epilepsy,
(b) Diabetes,
(c) Hemophilia,

(d) Cardiac disease, provided that objective medical evidence substan-
tiates at least the minimum permanent partial disability listed in the work-
ers’ compensation permanent partial disability schedule,

(e) Partial or entire absence of thumb, finger, hand, foot, arm or leg,

(f) Lack of sight in one or both eyes or vision in either eye not correctable
to 20/40,

(2) Residual disability from poliomyelitis,
(h) Cerebral Paléy, '
(i) Multiple Sclerosis,

(j) Parkinson’s disease,

(k) Cerebral vascular accident,
(1) Chronic Osteomyelitis,

(m) Muscular Dystrophy,

(n) Thrombophlebitis,

(o) Brain tumors,

(p) Pott’s disease,

(q) Scizures,

(r) Cancer of the bone,

(s) Leukemia,

(t) Any other physical impairment resulting in a disability rating of at
least ten 25 percent of the whole body if the physical impairment were
evaluated according to standards used in workers’ compensation proceed-
ings, and

(u) Any other physical impairmenls of a permanent nature which the
commissioner may by rule prescribe;

“Compensation” has the meaning defined in se.‘ction 176.011;
“Employer” includes insurer;

“Disability” means, unless otherwise indicated, any condition causing
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either temporary total, temporary partial, permanent total, permanent par-
tial, death, medical expense, or rehabilitation.

Sec. 37. Minnesota Statutes 1986, section 176.131, is amended by add-
ing a subdivision to read:

Subd. 13. [APPLICABLE LAW.] The right to reimbursement under this
section is governed by the law in effect on the date of the subsequent injury.

Sec. 38. Minnesota Statutes 1986, section 176.132, subdivision 1, is
amended to read: o

Subdivision 1. [ELIGIBLE RECIPIENTS.] (&} An emplovee whe has
suffered personal injucy prior to Oetober 1 1983 for which benefits are
peyable under section 176-10+ and who has been totally disabled for more
than 104 weeks shall be eligible for supplementary benefits as
in this section after 104 weeks have elapsed and for the remainder of the
total disablement: Regardless of the number of weeks of total disability;
so totally disabled person is ineligible for supplementary benefits after
four years have elapsed since the first date of the total disability; except
as provided by elause (b); provided that all pertods of disability are caused
by the same injury-

{HAnemp{emwhehas&uﬁfefedp&seﬁa%my&Pyaﬂefgeteheﬂ—%
is ehigible to receive supplementary benefits after the employee has been

Feceiving temporary total of permanent total berefits for 208 weeks-
Rega*d%essef%heﬂumbefefweeksefte%e}dﬁ&bﬂﬂ-y—ﬂepefseﬂwheﬁ
tary benefits after four years have elapsed since the Hrst date of the total
infary- An employee who has suffered personal injury that caused a per-
manent total disability, as defined in section 170.101, subdivision 5, is
eligible 1o receive supplementary benefits after four vears have elapsed
since the first date of the toral disability, provided that the employee
continues to have a permanent total disability.

Sec. 39. Minnesota Statutes 1986, section 176.132, subdivision 2, is
amended to read;

Subd. 2. [AMOUNT.} (a)thesupplememarybenefﬂpayableuﬂder&his
seetion shall be the difference between the amount the employee reeeives
on of after Janvary 15 1076; under section 176101 subdivision 1 or 4
and 65 percent of the statewide average weekly wage as computed annvally-

The supplementary benefit payable under this section is:

(1) the sum of the amount the employee receives under section 176,101,
subdivision 4, plus the amount of any disability benefits being paid by any
government disability benefit program if those benefits are occasioned by
the same infury or injuries giving rise to payments under section 176.101,
subdivision 4, plus any old age and survivor’s insurance benefits, sub-
tracted from;

(2) 50 percent of the statewide average weekly wage, as computed annually.

(b) In the event an eligible recipient is currently receiving no compen-
sation or is receiving a reduced level of compensation because of a credit
being applied as the result of a third party liability or damages, the employer
ot insurer shall compute the offset credit as if the individual were entitled
to the actual benefit or 65 50 percent of the statewide average weekly wage
as computed annually, whichever is greater. If this results in the use of a
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higher credit than otherwise would have been applied and the employer or
insurer becomes liable for compensation benefits which would otherwise
not have been paid, the additional benefits resultmg shall be handled accord-
ing to this section.

(c) In the event-an eligible recipient is receiving no compensation or is
receiving a reduced level of compensation because of a valid agreement
in settlement of a claim, no supplementary benefit shall be payable under
this section. Attorney’s fees shall be allowed in settlements of claims for
supplementary benefits in accordance with this chapter.

{d} In the event an elicible fecipient is receiviie RO coMpPensaton of i5
reeeiving a reduced level of compensation beeause of prior limitations i
the makimum amount payable for permanent total disability of because of
reductions resulting from the sirmulteneots receipt of old age or
benefitsy the supplementary benefit shall be payable for the difference
between the actunl amount of compensation eurfently being paid and 65
pereeﬂ%e#fhes%a&ewﬂeam&geweekl—ymgea& annatiy-

"~ e} (d) In the event that an eligible recipient is receiving simultaneous
" benefits from any government disability program, the amount of supple-
mentary benefits payable under this section shall be reduced by five percent.
If the individual does not receive the maximum benefits for which the
individual is eligible under other governmental disability. programs due to
the provisions of United States Code, title 42, section 424a(d), this reduc-
tion shall not apply.

Sec. 40. Minnesota Statutes 1986, section 176.132, subdivision 3, is
amended to read: .

Subd. 3. [PAYMENT.] The payment- of supplementary benefits shall be
the responsibility of the employer or insurer eurrently paying total disability
benefits; of any other payer of such benefits: When the eligible individual
is not currently receiving benefits beeause the totel paid has reached the
matun preseribed by law the employer and insurer shall: nevertheless;
pay the supplementary benefits that are preseribed by law. The employer
or insurer paying the supplementary -bénefit shall have the right of full
reimbursement from the special compensatlon fund for the amount of such
benefits paid.

Sec. 41. Minnesota Statutes 1986, section 176.136. subdivision l, is
amended to read:

Subdivision 1. [SCHEDULE.] The commissioner shall by rule establish
procedures for determining whether or not the charge for a health service
is excessive. In order to accomplish this purpose, the commissioner shall
consult with insurers, associations and organizations representing the med-
ical and other providers of treatment services and other appropriate groups.
The procedures established by the commissioner shal must limit the charges
allowable for medical, chiropractic, podiatric, surgical, hespital and other
health care provider treatment or services, as defined and compensable
under section 176.135, to the 75th percentile of usual and customary fees
or charges based upon b:l]mgs for each class of health care provider during
all of the calendar year preceding the year in which the determination is
made of the amount to be paid the heaith care provider for the billing;
except that, the medical fee rules promulgated on October 1, 1987, and
based upon 1986 medical cost data, must remain in effect until September
30, 1989, and the medical fee rules promulgated on October |, 1989, must
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be based on the 1987 medical cost data and must remain in effect until
September 30, 1990. The procedures established by the commissioner for
determining whether or not the charge for a health service is excessive
skall must be structured to encourage providers to develop and deliver
services for rehabilitation of injured workers. The procedures shad must
incorporate the provisions of sections 144.701, 144,702, and .144.703 to
the extent that the commissioner finds that these provisions effectively
accomplish the intent of this section or are otherwise necessary to insure
that quality hospital care is available to injured employees.

Sec. 42. Minnesota Statutes 1986, section 176.645, subdivision 2, is
.amended to read: . :

Subd. 2. [TIME OF FIRST- ADJUSTMENT.] For injuries occurring on
or after October 1, 1981, the initial adjustment made pursuant to subdi-
vision 1 shal be is deferred until the first anniversary of the date of the
injury. For injuries occurring on or after October 1, 1988, the initial
adjustment under subdivision 1 is deferred until 156 weeks after the date
‘of injury.

Sec. 43, Minnesota Statutes 1986, section 176.66, subdivision 11, is
amended to read: :

Subd. 11. [AMOUNT OF COMPENSATION.] The compensation for an
occupational disease is 66-2:3 80 percent of the employee’s after-tax weekly
wage on the date of injury subject to a maximum compensation equal to
the maximum compensation in effect on the date of last exposure. The
employee shall be eligible for supplementary benefits notwithstanding the
provisions of section 176.132, after four years have elapsed since the date
of last significant exposure to the hazard of the occupational disease if that
employee’s weekly compensation rate is less than the current supplementary
benefit rate.

Sec. 44. [176.90] [AFTER-TAX CALCULATI_ON.]

For purposes of section 176.011, subdivision 18, section 176101, sub-
divisions 1, 2, 3, and 4, section 176.111, subdivisions 6, 7, 8, 12, 14,
15, 20, and 21, and section 176.66, the commissioner shall publish by
September | of each year tables or formulas for determining the after-tax
weekly wage to take effect the following October 1. The tables or formulas
must be based on the applicable federal income rax and social security
laws and state income tax laws in effect on the preceding April 1. These
tables or formulas are conclusive for the purposes of converting weekly
wage into after-tax weekly wage. The commissioner may contract with the
department of revenue or any other person or organization in order to
adopt the tables or formulas. The adoption of the tables gr formulas is
exempt from the administrative rulemaking provisions of chapter 14.

Sec. 45. [176.95] [ADMINISTRATIVE COSTS ]

The annual cost to the commissioner of labor and industry of admin-
istering the workers’ compensation system under this chapter must be
charged to the state general fund. Administrative costs include the cost of
administering the workers’ compensation division of the department of
labor and industry and the workers’ compensation division of the office
of administrative hearings.

Sec. 46. [ADMINISTRATIVE COSTS CHANGE-OVER]
For the biennium beginning July 1, 1989, 50 percent of the costs of
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administering the workers’ compensation system must be charged 1o the
state general fund and 50 percent to the special compensation fund.

Sec. 47. [APPLICATION.]

Sections 38, 39, and 40 apply to any employee whb was injured on or
after four vears preceding October 1, 1 984.

Sec. 48. [REPEALER.]

Minnesota Statutes | 986, sections 176.011, subdivision 26; and 176.1 01,
subdivisions 3a, 3b, 3¢, 3d, 3e, 3f, 3g. 3h, 3i, 3j, 3k, 3!, 3m, 3n, 30, 3p,
3q. 3r, 35, 3t, Ju, and 6 are repealed.

Sec. 49. [EFFECTIVE DATE.]

Sections 1, 7, 8, 9, 16, 20, 23, and 41 are effective the day following
final enactment. Section 45 is effective July 1, 1991

, ARTICLE 2
COMPENSATION INSURANCE

Section 1. Minnesota Statutes 1986, section 79.251, subdivision 2, is
amended to read:

Subd. 2. [APPROPRIATE MERIT RATING PLAN.] The commissioner
shall develop an appropriate merit rating plan which shall be applicable to
all insureds holding policies or contracts of coverage issued pursuant to
subdivision 4 and to the insurers or self-insurance administrators issuing
those policies or contracts. The plan shall provide a meaximum merit adjust-

ment equal o ten percent of carned premitm- The setual adjustment thar
may vary with the insured’s loss experience.

Sec. 2. Minnesota Statutes 1986, section 79.251, subdmsmn 3,is amended
to read:

Subd. 3. [RATES.] Insureds served by the assigned risk plan shall be
charged premiums based upon a rating plan, including 2 merit rating plan
adopted by the commissioner by rule. The commissioner shall annually,
not later than January 1 of each year, establish the schedule of rates appli-
cable to assigned risk plan business. Assigned risk premiums shal not be
lower ther rates geperaily charged by insurers for the business musr be
equal to or greater than 105 percent of the weighted average rate charged
by the 20 largest workers’ compensation insurers for the applicable occu-
pational classifications. The commissioner shall fix the compensation
received by the agent of record. The establishment of the assigned risk
plan rates and agent fees are not subject to chapter 14.

Sec. 3. Minnesota Statutes 1986, section 79. 252, subdivision 1, is amended
to read:

Subdivision 1. [PURPOSE.} The purpose of the assigned risk plan is to
provide workers’ compensation coverage to employers who are unable, after
expending reasonable efforts, to obtain workers’ compensation insurance.
Reasonable efforts may be demonstrated by the employer showing it was
rejected in writing by & two or more licensed insurance eempeasy com-
panies, pursuant to subdivision 2. One of the two rejections must be by
the insurance company that most recently provided workers’ compensation
insurance coverage to the employer, unless the emplover had no such
previous coverage,
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Sec. 4. Minnesota Statutes 1986, section 79.56, is amended by adding
a subdivision to read:

Subd. 5. [RATE REGULATION.] {a) Whenever an insurer files a change
in its existing rate level, the commissioner may hold a hearing to determine
if the rate is excessive. The hearing must be conducted under chapter 14,
The commissioner shall give notice of intent to hold a hearing within 60
days of the filing of the change. It is the responsibility of the insurer to
show the rate is not excessive. The rate is effective unless it is determined
as a resuit of the hearing that the rate is excessive. This subdivision applies
only to changes resulting from an insurer’s utilization of either: (1) the
_ pure premium base rate level filed by any data service organization, plus
the insurer’s loading for expenses and profit; or (2) the insurer’s own filed
rate levels. This subdivision does not apply to any changes resulting from
assessments for the assigned risk plan, reinsurance association, guarantee
fund, special compensation fund, benefit level changes, or other rates or
rating plans utilized by an insurer. The disapproval of a rate under this
subdivision must be done in the same manner as under section 70A.11.

(b) For purposes of paragraph {a}, a rate is excessive If, in the absence
of a competitive market, the expected underwriting profit, together with
expected income from invested reserves for the market in question, that
would accrue to an insurer would be unreasonably high in relation to the
risk undertaken by the insurer in transacting the business. No rate is
excessive in @ competitive market. '

Sec. 5. Minnesota Statutes 1986, section 176A.03, is amended by adding
a subdivision to read: '

Subd. 3. [COVERAGE OUTSIDE STATE.] Policies issued by the fund
pursuant 1o this chapter may alse provide workers' compensation coverage
required under the laws of states other than Minnesota, including coverages
commonly known as “all states coverage” The fund may apply for and
obtain any licensure required in any other state in order to issue such
coverage.

Sec. 6. [MAN_DATED RATE REDUCTIONS.]

As a result of the workers’ compensation law changes in article 1 and
the resulting savings to the costs of Minnesota’s workers' compensation
system, an insurer's approved schedule of rates in effect on August I, 1988,
must be reduced by 15 percent and applied by the insurer to all policies
issued or renewed on or dfter that date. An insurer may not file a new
schedule of rates between the day following final enactment of this act and
August I, 1988. :

ARTICLE 3 N
WORKERS' COMPENSATION COURT OF APPEALS ABOLISHED

Section 1. Minnesota Statutes 1986, section 480A.06, subdivision 4, is
amended to read:

Subd. 4. [ADMINISTRATIVE REVIEW.] The court of appeals shall
have jurisdiction to review on the record: the validity of administrative
rules, as provided in sections 14.44 and 14.45; end; the decisions of admin-
istrative agencies in contested cases, as provided in sections 14.63 to 14.69;
and workers’ compensation cases and peace officer death benefits cases,
as provided under chapters 176 and 176A.

Sec. 2. [TRANSFER OF JURISDICTION AND PERSONNEL. ]
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The jurisdiction of the workers' compensation court of appeals, as pro-
vided under Minnesota Statutes, section 175A.01, subdivision 2, is trans-
Sferred to the court of appeals. All contracts, books, plans, papers, records,
and property of every description of the workers’ compensation court of
appealsrelating to its transferred responsibilities and within its jurisdiction
or control are transferred to the court of appeals; except that, all case
files are transferred to the clerk of the appellate courts. All full-time
classified employees and staff attorneys of the workers’ compensation
court of appeals must be given preference in the employment of personnel
required to staff the increased caseload of the court of appeals as a result
of transfer of jurisdiction under this section.

Sec. 3. [INCREASED JUDGES.]

{a} The number of judges on the court of appeals as of January 1, 1989,
shall be increased by three. The additional judges are subject to senate
confirmation.

(b) For purposes of establishing the number of judges on the court of
appeals pursuant to Minnesota Statutes, section 480A.01, subdivision 3,
the number of appeals filed in the court of appeals for the calendar years
1987 and 1988 shall be considered 10 include three-fourths of the number
of appeals filed in the workers Compensanon court of appeals for those
fwa years,

Sec. 4, [INSTRUCTION TO REVISOR. ]

In every instance in Minnesota Statutes in which the term “workers’
compensation court of appeals” appears, the revisor of statutes shall change
that reference to the “‘court of appeals.”

Sec. 5. [REAPPROPRIATION. ]

$185,000 is reappropriated from the special compensation fund, as a
result of the savings to that fund in fiscal year 1989 due to the transfer of
the workers’ compensation court of appeals, to the court of appeals for
the purposes of this article.

Sec. 6. [REPEALER.]

Minnesota Statutes 1986, sections 175A.01; 175A.02; 175A.03; 175A.04;
I175A.05; I75A.06; 175A.07, subdivisions I, 3, and 4, 175A.08; 175A.09;
‘and 175A.10 are repealed. Minnesota Statutes 1987 Supplement, section
I175A.07, subdivision 2, is repealed, ‘

Sec. 7. [EFFECTIVE DATE. ]
This article is effective January I, 1989,
_ ARTICLE 4
REPORTS TO THE LEGISLATURE
Section 1. [REPORT TO THE LEGISLATURE ON MEDICAL ISSUES.)

The commissioner of labor and industry shall present a report to the
legislarure concerning medical issues in the workers’ compensation system.
Specifically, the report must include findings and recommendations designed
to contain or reduce the cost of workers’ compensation related medical
services, including methods of controlling the cost of ongoing therapy
trearments. The report must be presented by January 1, 1990,

Sec. 2. [REPORT TO THE LEGISLATURE ON CLINICAL RESULTS
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AND COSTS.]

(a) The commissioner of labor and industry shall undertake a study and
present a report to the legislature concerning clinical results and costs
related to workers’ compensation injuries. Preliminary results of the study
must be submitted as provided under paragraph (d), and a final, compre-
hensive report must be presented by January I, 1990.

{b) The commissioner shall collect the following data from the physicians
who are in clinical charge of the care of injured workers covered by the
workers’ compensation law who are off work 30 days or longer due to a
work-related personal injury.

(1) Within seven working days of when a physician decides maximum
medical improvement has been achieved, the doctor shall submit to the
department of labor and industry:

(i) the final diagnosis with the applicable code numbers, including the
personality classification, utilizing ICD-9 diagnostic code numbers as the
principle basis for reporting this data;

(ii) the name of the injured part of the body, an estimation of the percent
of function prior to the injury, the percent of function at the time of
maximum medical improvement, the estimated reasonable usual percent of
function as a consequence of the injury, and the percent deviation between
these two, if any, with a statement of why there is the percent deviation;

(iii} a comparison regarding the injured part of the amount of “pain
and suffering” disability thar the injured worker experienced prior to the
injury, the amount being experienced at maximum medical improvement
that relates to the injury, the estimated amount of reasonable usual disa-
bility anticipated with the injury, and a statement, which can include a
reference to the personality structure of the injured worker, of why any
deviation between the amount experienced and the usual expected devia-
tion, and '

{iv) the date when the injury occurred and the date when maximum
medical improvement was reached.

(2) Within 30 days of when the physician reported that maximum medical
improvement has been reached, the physician must suibmit to the department
the total cost of the health care given the injured worker from the time of
injury to the time of maximum medical improvement. The report must be
submitred by the physician in charge of the clinical care at the time of
maximum medical improvement. [f a change in physician has occurred, the
physician who had clinical charge prior tothe change must submit a report
within 30 days of the change and the subsequent physician must submit «
report covering the subsequent period of time within 30 days of each
individual time periods end or of the reporting thar maximum medical
improvement has been reached. The report must be itemized, including but
not limited 10 the following items:

(i} for each diagnostic code, the names of the clinical procedures used,
with their current procedural code number, with the individual fees charged
. for each;

(ii) x-rays, names with code numbers, with individual costs for each
code number, and the total cost of all x-rays;

(iii) laboratory exams with code numbers, with individual costs for each
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code number, and the total cost of all laboratory exams;

(iv) medications, both prescription and nonprescription, with names plus .
unit and total costs;

(v) prosthesis, with individual costs;- and

(vi) an itemized list of all other additional health care costs, including
-home nursing, consultations required by aitorneys or insurance companies,
department or legal conferences, etc.

(c) The commissioner, together with the medzcal director of the depart-
ment and whomever else in the department the commissioner desires, shall
computerize the collected data under paragraph (b). For 18 months they
shall review the data on a monthly basis and correlate it in the fo!lowmg
sequence:

(1) the level of clinical results obtamed with the costs at maximum
medical improvement;

(2) the level of the clinical results obtained with length of time required .
to achieve maximum medical improvement; and

{3) the length of time to achieve maximum medical improvement related
to the cost of achieving maximum medical improvement.

(d) For the 18-month period indicated under paragraph (c), the com-
missioner and medical director shall every three months submit a report
to the legislature, specifically providing copies to all members of the senate
employment commitiee and the house of representatives labor relations-
management commiitee, of their findings regarding paragraph (c), clauses
(1)to (3}, and including progress on the development of the data collection
system, both prehmmary and final results. .

{e) Also during the 18-month period, the commissioner and a’epartment

medical director shall develop a flagging system, so that the cases with

. significant deviation by lesser clinical results, higher costs, and longer

treatment times are identified so that they can be scrutinized. A schedule

of individual fees charged for specific procedures utilized and a schedule

of specific diagnoses with their total clmzcal costs must both be developed
from the coliected data.

(f) The legislative auditor shall have free access to  the data collected
under this section and may request any additional information the legis-
larive auditor considers necessary. The legislative auditor shall at six-
month periods for 18 months report to the legislature its findings regarding
the status of the Minnesota workers’ compensation system relatmg to clin-
ical reports and cost issues.

Sec. 3. [(REPORT TO THE LEGISLATURE ON USE OF NEUTRAL
PHYSICIANS.]

The commissioner of labor and industry shall present a report con-
cerning workers’ compensation to the legislature before January 1, 1989,

" which develops and evaluates a detailed proposal for establishing a system
of neutral doctors for use in such areas as determining maximum medical
improvement and rating permanent partial disabilities. The report must
contain a bill proposal to implement the commissioner’s recommendations.

Sec. 4. [REPORT TO THE LEGISLATURE ON USE OF NEUTRAL
QUALIFIED REHABILITATION CONSULTANTS ] '
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To reduce cost and contention in the rehabilitation system, the commis-
sioner of labor and industry shall develop and evaluate a detailed proposal

- to establish a system to ensure that qualified rehabilitation consultants

will not be aligned with either insurers or claimants. The commissioner
shall consider alternative methods of selection and payment to ensure
neutrality. The commissioner shall present a report and proposal to the
legislature by January I, 1989,

Sec. 5. [REPORT TO THE LEGISLATURE ON LEGAL COSTS 1

The commissioner of labor and industry shall present a report 1o the
legislature concerning legal cost issues in the workers’ compensation sys- -
tem. Specifically, the report must include findings and recommendations
designed to contain or reduce legal costs related to workers’ compensatzon
" dispute resolution.

Sec. 6. [REPORT TO THE LEGISLATURE ON RECODIFICATION OF
WORKERS” COMPENSATION LAW.] -

_ The revisor of statutes shall recodify the workers’ compensatwn faw,
“including Minnesota Statutes, chapter 176, and its judtczal and adminis-
trative interpretation.

The recodification must not make any substantive changes but shall
provide a comprehensive, accurate, and complete restatement,

Each state department agency and legislative sraff including senate
counsel and house of representatives research, shall provide assistance in
the recodification as requested by the revisor of statutes.

- The revisor shall report to the legislature by Januaryll 1989, on the
progress of the recodification. The revisor shall prepare a bill 10 implement
its recommendations for recodification by January 1, 1990,

~ Sec. 7. [REAPPROPRIATION. ]

$185,000 is reappropriated from the special compensation fund, as a
result of the savings to that fund in fiscal year 1989 due to the transfer of
the workers’ compensation court of appeals, to the commissioner of Iabor
and industry for the purposes of this article. :

Sec. 8. [EFFECTIVE DATE.]
Article 4 is effective the day following final enactment.”
Delete the title and insert: '

“A bill for an act relating to workers’ compensation; regulating workers’
compensation benefits and administration; regulating workers” compen-
sation insurance; abolishing the workers’ compensation court of appeals
and transferring its jurisdiction to the court of appeals; requiring certain
reports relating to workers’ compensation; amending Minnesota Statutes
1986, sections 79.251, subdivisions 2 and 3; 79.252, subdivision 1; 79.56,
by adding a subdivision; 176.011, subdivisions 11a, 18, and by adding a
subdivision; 176.021, subdivision 3; 176.061, subdivision 10; 176,081,
subdivisions 1 and 3; 176.101, subdivisions 1, 2, 4, 5, and by adding a
subdivision; 176.102, subdivisions 1, 7, and 11; 176.105, subdivision 1;
176.111, subdivisions 6, 7, 8, 12, 14, and 20; 176.131, subdivisions la,
2, 4, and by adding a subdivision; 176.132, subdivisions 1, 2, and 3;
176.136, subdivision 1; 176.645, subdivision 2; 176.66, subdivision 11;
176A.03, by adding a subdivision; 480A.06, subdivision 4; Minnesota
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Statiites 1987 Supplement, sections 176.041, subdivision 4; 176.081, sub-
division 2; 176.102, subdivisions 2, 3, 3a, 4, and 6; 176.111, subdivisions
15 and 21; 176.131, subdivisions 1 and 8; proposing coding for new law
in" Minnesota Statutes, chapter 176; repealing Minnesota Statutes 1986,
sections 175A.01 to 175A.06; 175A.07, subdivisions 1, 3, and 4; 175A.08
to 175A.10; 176.011, subdivision 26; 176.101, subdivisions 3a, 3b, 3¢,
34, 3e, 3f, 3g, 3h, 3i, 3j, 3k, 31, 3m, 3n. 30, 3p, 3q, 3r, 3s, 3t, 3u, and 6;
and Minnesota Statutes 1987 Supplement, section 175A.07, subdivision
2.” . -

And when so amended the bill do. pass and be re-referred to the Com-
mittee on Rules and Administration. Amendments adopted. Report adopted.

M. Johnson, D.J. from the Committee on Taxes and Tax Laws, to which
was referred : o ‘

S.E No. 2260: A bill for an act relating to property tax reform; changing
property tax classifications, aids, and credits; abolishing certain levy limits;
increasing the state share of financial participation in aid to families with
dependent children, emergency assistance, general assistance, emergency
general assistance, work readiness, Minnesota supplemental assistance,
medical assistance, preadmission screening, alternative care grants, and
general assistance medical care to 100 percent; clarifying the administration
of human services programs; establishing a compliance system for certain
public assistance programs and public assistance incentive fund; appropri--
ating money;, amending Minnesota Statutes 1986, sections 6.62, subdivi-
sion 1, 18.023, subdivision 8; 110B.15, subdivision 4; 115.34, subdivision
1; 124.2137, subdivision 1; 134.34, subdivision 5; 164.041; 256.72; 256.81;
256.82, subdivision 1; 256.863; 256.871, subdivision 6; 256.935, subdi-
vision 1; 256.991; 256B.041, subdivisions. 5 and 7; 256B.035, subdivision
1; 256B.19, subdivision 2; 256D.03, subdivision 6; 256D.04; 256D.36,
subdivision 1; 273.135, subdivision 5; 273.1391, subdivision 4; 275.14;
275.15; 275.16; 279.01, as amended; 298.28, subdivision 12; 298.282,
subdivisions 2 and 3; 298.39; 298.396; 360.037, subdivision 2; 375.167,
subdivision 1; 383C.55; 393.07, subdivision 2; 414.01, subdivision 15;
423.376, subdivision 3;426.04; 444 075, subdivision 4;465.73,471.1921;
471.572, subdivision 2; 471A.03, subdivision 4; 473.87; 473.882, sub-
division 3; 473E08, subdivision 3a; 475.74; 475.754; 477A.011, subdi-
visions 6, 10, 11, and by adding subdivisions; and 477A.012, subdivision
2; Minnesota Statutes 1987 Supplement, sections 38.27, subdivision 3;
124.155, subdivision 2; 124.2139; 124A.02, subdivision 11; 129A.06,
subdivision 2; 256.01, subdivision 2; 256B.091, subdivision 8; 256B.15;
256B.19, subdivision 1; 256D.03, subdivision 2; 256G.01, subdivision 3;
256G.02, subdivision 4; 256(G.04, subdivision 1; 256G.05; 256G.07; 256G. 10;
.256G.11; 272.02, subdivisions 1 and 1a; 272.115, subdivision 4; 273,123,

“subdivisions 1, 4, 5, and 7; 273.124, subdivisions 11 and 13; 273.13,
subdivisions 23, 24, 25, and 31; 273.1392; 273.1393; 273.42, subdivision
2; 275.50, subdivision 2; 276.04; 279.06; 281.17; 290A.03, subdivisions
13 and 14; 290A.04, subdivisions 2 and 2a; 393.07, subdivision 10; 412.251;
447.34, subdivision |; 447.35; 469.107; 471.74, subdivision 2; 473.446,
subdivision 1; 473.8441, subdivision 1; 473E02, subdivision 4; 475.61,
subdivision 3; and 477A.013, subdivisions 1, 2, and by adding subdivi-
sions; proposing coding for new law in Minnesota Statutes, chapters 256
and 273; amending Laws 1987, chapter 268, article 6; sections 19 and 53;
repealing Minnesota Statutes 1986, sections 256.965; 273.13, subdivision
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30; 275.11; 275.50, as amended; 275.51, as amended; 275.54; 275.55;
275.56;275.561;275.58;383C.552;471A.04; and 477A.011, subdivisions
3a, 4, 5, 7a, 13, and 14; Minnesota Statutes 1987 Supplement, sections
245.7715; 256D.22; 273.13, subdivision 15a; 273.1394; 273.1395; 273.1396;
273.1397; 275.081; 275.082; 275.125, subdivision 22; 290A.04, subdi-
vision 2b; 477A.011, subdivision 7, and 477A.012, subdmsmn 1 Laws
1987, chapter 268, article 5, section 4.

Reports the same back with the recommendation that the bill be amended
as follows: '

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

Section 1. Minnesota Statutes 1987 Supplement, section 290.01, sub-
division 3a, is amended to read:

Subd. 3a. [TRUST.] The term “trust” has the meaning giver in provided
under the Internal Revenue Code of 1986, as amended through December
31, 1986 1987.

Sec. 2. Minnesota Statutes 1987 Supplement, section 290.01, subdivi-
sion 7, is amended to read:

Subd. 7. [RESIDENT.] The term “resident” means (1) any individual
domiciled in Minnesota, except that an individual is not a “resident” for
the period of time that the individual is a “qualified individual” as defined
in section 911(d)(1) of the Internal Revenue Code of 1986, as amended
through December 31, 1986, unless, during that period, a Minnesota home-
stead application is filed for property in which the individual has an interest;
and (2) any individual domiciied outside the state who maintains a place
of abode in the state and spends in the aggregate more than one-half of
the tax year in Minnesota, unless the individual or the spouse of the indi-
vidual is in the armed forces of the United States, or the individual is
covered under the reciprocity provisions in section 290.081.

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

Sec. 3. Minnesota Statutes 1987 Supplement, section 290G.01, subdivi-
sion 19a, is amended to read:

Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For
individuals, estates, and trusts, there shall be added to federal taxable
income:

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

(ii) exempt-interest dividends as defined in section 852(b)(5)(A) of the
Internal Revenue Code of 1986, except the portion of the exempt-interest
dividends derived from interest income on obligations of the state of Min-
nesota or its political or governmental subdivisions, municipalities, gov-
ernmental agencies or instrumentalities, but only if the portion of the



78TH DAY] TUESDAY, MARCH 29, 1988 6819

exempt-interest dividends from such Minnesota sources paid to all share-
holders represents 95 percent or more of the exempt-interest dividends that
are paid by the fund or sertes of funds regulated investment company as
defined in section 851(a) of the Internal Revenue Code of 1986, or the
fund of the regulated investment company as defined in section 851(g) of
the Internal Revenue Code of 1986, making the payment; and

(2) the amount of income taxes paid or accrued within the taxable year
under this chapter and income taxes paid to any other state or to any province
or territory of Canada, to the extent allowed as a deduction under section
63(d) of the Internal Revenue Code, but the addition may not be more than
the amount by which the itemized deductions as allowed under section
63(d) of the Internal Revenue Code exceeds the amount of the standard
deduction as defined in section 63(c) of the Internat Revenue Code; and

(3) the capital gain amount of a [ump sum distribution to which the
special tax under section 1122(h)(3)(B)(ii) of the Tax Reform Act of 1986,
Public Law Number 99-514, applies. :

Sec. 4. Minnesota Statutes 1987 Supplement section 290.01, subdm-
ston 19b, is amended to read:

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

(1) interest income on obligations of any authority, commission, or instru-
mentality of the United States to the extent includable in taxable income

for federal income tax purposes but exempt from state income tax under .

the laws of the United States:

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

(3) the amount paid to others not to exceed $650 for each dependent in
grades kmdergarten to six and $1,000 for each dependent in grades seven
to 12, for tuition, textbooks, and transportation of each dependent in attend-
ing an'elementary or secondary school situated in Minnesota, North Dakota,
South Dakota, lowa, or Wisconsin, wherein a resident of this state may
legally fulfill the state’s compulsory attendance laws, which is not operated.
for profit, and which adheres to the provisions of the Civil Rights Act of
1964 and chapter 363. As used in this clause, “textbooks™ includes books
and other instructional materials and equipment used in elementary and
sccondary schools in teaching only those subjects legally and commonly
taught in public elementary and secondary schools in this state. ““Textbooks”
does not include instructional books and materials used in the teaching of
religious tenets, doctrines, or worship, the purpose of which is to instill
such tenets, doctrines, or worshlp, nor does it include books or materials
for, or transportation to, extracurricular activities including sporting events,
musical or dramatic events, speech activities, driver’s education, or similar
programs. In order to qualify for the subtraction under this clause the
taxpayer must elect to itemize deductions under section 63(e) of the Internal
Revenue Code of 1986, as amended through December 31, 1986, and

{4) to the extent included in federal taxable income, distributions from
“a qualified governmental pension plan, an individual retirement account,
simplified employee pension, or qualified plan covering a self-employed
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person that represent a return of contributions that were included in Min-
nesota gross income in the taxable year for which the contributions were
made but were deducted or were not included in the computation of federal
adjusted gross income, The distribution shall be allocated first to return
of contributions until the contributions included in Minnesota gross income
have been exhausted. This subtraction applies only to contributions made
in a taxable year prior to 1985.

Sec. 5. Minnesota Statutes 1987 Supplement, section 290. 06 subdm-
sion 2¢, is amended to read:

Subd. 2c. [SCHEDULES OF RATES FOR INDIVIDUALS, ESTATES,
AND TRUSTS.] (a) The income taxes lmposed by this chapter upon married
individuals filing joint returns and surviving spouses as defined in section

2(a) of the Internal Revenue Code of 1986 as amended through December
31, 1987, must be computed by applying to their taxable net income the
following schedule of rates:

{-HFefma&&b}eyeafsbegmﬂmga-ﬁefBeeembef%%aﬂdbefefe

January 1; 1988
net ever $4:600 , 4 pereent
. over $4-000- but not T He0plus b of the
over 311000 but aot $580 plas 8 percent of the
over $21,000 SHELS5 OVEF
over $21;000 ' $-l—38»0p-lus9pefeentef

the excess over
(%)Fefm*&b}eyembegnmngaﬁefgeeembef%-l—-}%

if taxable income is; ‘ the tax is:
not over $19,000 6 percent
over $19,000 ' $1,140 plus & percent of

the excess over $19,000: .

plus an amount equal to ten pereent of the tax paid by the taxpayer under
seetion Hg) of the lnternal Revenue Cede of 1086; as amended through

December 345 1986 computed using the following schedule of rates:

if taxable income is: the tax is:
over 375,500, but not 0.5 percent of the
over $165,000 ' excess over $75,500
over $165,000 C $447.50.

Married individuals filing separate returns, estates, and trusts must
compute their income tax by applying the above rates to their taxable
income, except that the income brackets will be one-half of the above
amounis.

(b) The income taxes imposed by this chapter upon unmarried individ-
uals—maﬁwdmdmdua}sﬁhﬁgsepmtefemms-eﬁaies—aﬂdﬁuﬁsmust
be computed by applying to taxable net income the following schedule of
rates:

(—L—}Ferta*ableyeafsbegmm&gaﬂefaeeembef%%aﬁdbefere

Janaary 4 1088
# taxable income is: - the tax is:
not over $3-000 4 percent

over $3-000; but not $1—29plﬂs6peféeﬂt
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over $9.000; but pot $480 plus 8 pereent

over $16-000 of the excess over $0:000

9¥et=$-l-6:999 . $1,040 plus 9 pereent -

. of the excess over $16;000 .

H&Fef%a*&bleye&fsbegmﬂmgaﬁerl;eeembef%l—}m
if taxable income is: the tax is:

not over $13,000 . *. 6 percent

over $13,000 : .. $780 plus 8 percent

of the excess over $13,000:

plus an amountequa{teteﬂpereeﬂtefﬁheta*p&ldbyt-hem*pmfuﬂdef
seetion Hg) of the Internal Revenue Code of 19865 as amended through
Becember 315 1986 computed using the following schedule of rates:

if taxable income is: the tax is:
over $42,700, but not 0.5 percent of the
over -$93,000 : excess over $42,700
over $93,000 . . 3251.50.

(¢) The income taxes imposed by this chaptcr upon unmarried individuals -
qualifying as a head of household as defined in section 2(b) of the Internal
Revenue Code of 1986, as amended through December 31, 4986 71987,
must be computed by applymg to taxable net income the followmg schedule

-of rates:

{-l-}Fefﬁa*ableyeafsbegmmnga&erDeeembef%%andbefem

January 15 1088 ,

*«ft-a*ab-]emee-me*s— : t-het-a*+s—
not ever $3,500 4 percent -
over $3:500: but not $140 plus 6 percent
over $10,000 ‘of the excess over $3-500
over $10;000; but not © $530°plus & percent
over $18-500 - $3210 plus 9 pereent

: of the excess over $18:500
@Fefta*ab}eyeafsbegimg&fmléeeembef%%
if taxable income is: the tax is:
not over $16,000 o 6 percent. :
over $16,000 $960 plus 8 percent

of the excess over $16,000:.

plus an amounteq-ua%tetenpefeeﬂteffhem*paﬁbyehem*paﬂraﬂdef
see&enl—ég-)ef%helntemaikevenue@edeef%—asameaded&hmugh
. Pecember 31; 1986 computed using the following schedule of rates:

 if taxable income is: - - the tax is:
over $64,300, but not’ - 0.5 percent of the
“over $135,000 excess over $64,300
over $135,000 ' $353.50.

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

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

- (1) The numerator is the individual’s Minnesota seafced source federal
adjusted gross income as defined in section 62 of the Internal Revenue
Code of 1986, as amended through December 31, 1986, after applying the
allocation and assignability provisions of section 290.081, clause (a), or -
290.17; and : ‘

(2) the denominator is the individual’s federal adjusted gross income as
defined in section 62 of the Internal Revenue Code of 1986, as amended
through December 31, 1986 1987, increased by the addition required for
interest income from non-Minnesota state and municipal bonds under sec-
tion 290.01, subdivision 19a, clause (1). '

(f} Any individual who has income which is included in the computation
of federal adjusted gross income but is not subject to tax by Minnesota
other than income specifically allowed as a subtraction under section
290.01, subdivision 19b, shall compute the tax in the same manner described
in paragraph (e). The numerator of the fraction under paragraph (e) is
the individual’s Minnesota source federal adjusted gross income reduced
by the income not subject to Minnesota rax and the denominator is the
Jederal adjusted gross income. :

Sec. 6. Minnesota Statutes 1987 Supplement, section 290.06, subdivi-
sion 20, is amended to read: : g

Subd. 20. [ELDERLY AND DISABLED PERSONS.] An individual may
take a credit against the tax due under this chapter equal to 48 pereent of
the credit for which the individual qualifies under section 22 of the Internal
Revenue Code of 1986, as amended through December 31, 1986 1987.

If the individual is not a full-year resident, the credit must be allocated -
by applying the ratio determined in section 290.06, subdivision 2¢, para-
graph (f).

Sec: 7. Minnesota Statutes 1986, section 290.06, is amended by adding
a subdivision to read: ) ' '

Subd. 22. [CREDIT FOR TAXES PAID TO ANOTHER STATE.] (aj If
a taxpayer who is a resident of this state or is a domestic corporation or
corporation commercially domiciled in Minnesota has become liable for
taxes on or measured by net income to another state or province or territory -
of Canada upon income allocated or apportioned to Minnesota, the tax-
payer is entitled to a credit for the tax paid to another state or province
or territory.of Canada if the tax is actually paid in the taxable year or a
subsequent taxable year. A taxpayer who is a resident of this state pursuant
to section 290.01, subdivision 7, clause (2), and is subject to income tax
as a resident in the state of the individual’s domicile is not allowed this
credit unless the state of domicile does not allow a similar credit. '

(b) For an individual, estate, or trust, the credit is determined by mul-
tiplying the tax payable under this chapter by the ratio derived by dividing
the income subject to tax in the other state or province or territory of
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Canada that is also subject to tax in Minnesota while a resident of Min-
nesota by the taxpayer’s federal adjusted gross income, as defined in section
62 of the Internal Revenue Code of 1986, as amended through December
31, 1987, to the extent the income is allocated or ass;gned to Mi mnesota '
under sections 290.081 and 290.17.

(c) For a corporation, the ratio is determined by dividing the net income
from personal or professional services within such other state, or, if the
taxpayer is an arhletic team where all of the team’s income is apportioned
to Minnesota, it is the total net income subject 1o tax in such other state
or province or territory of Canada, divided by the Minnesota taxable net
income. This percentage shall be apphed only against the tax assessed by -
this section.

~ (d) The credit determined under paragraph (b) or (¢} shall not exceed
the amount of tax s¢ paid to the other state or province or territory of
Canada on the gross income earned within the other state or province or
territory of Canada subjéct 1o tax under this chapter, nor shall the allow-
ance of the credit reduce the taxes paid under this chapter to an amount
. less than what wouild be assessed rf such income amount was excluded
from raxable net mcome ' :

(e) In the case of the tax assessed or a lump sum distribution under
section 290.032, the credit allowed under paragraph (a) is the tax assessed
by the other state or province or territory of Canada on the lump sum
distribution that is. also subject to tax under section 290.032, and shall
not exceed the tax assessed under section 290.032. -

{f) If a Minnesota resident reported an item of income to Minnesota and
is assessed tax in such other state or province or territory of Canada on
that same income after the Minnesota statute of limitations has expired,
the taxpayer shall receive a credit for that year under paragraph (a),
notwithstanding any statute of limitations to the contrary. The claim for
the credit must be submiited within one vear from the date the 1axes were
paid to the other state or province or territory of Canada. The taxpayer
must submit sufficient proof 1o show entitlement to a credit.

Sec. 8. Minnesota Statutes 1987 Supplement, sectlon 290.067, subdi-
vision 1, is amended to read:

_ Subdivision 1. [AMOUNT OF CREDIT] A taxpayer may take as a credit

against the tax due from the taxpayer and a spouse, if any, under this chapter
an amount equal to the dependent care credit for which the taxpayer is
eligible pursuant to the provisions of section 21 of the Internal Revenue
Code subject to the limitations provided in subdivision 2.

In the case of nonresident, part-year resident, or a person to which
section 290.06, subdivision 2c, paragraph (g) applies, the credit deter-
mined under section 21 of the Internal Revenue Code must be allocated
based on the ratio by which the earned income of the claimant and the
‘claimant's spouse from Minnesota sources bears to the total earned incone
of the claimant and the claimant’s spouse.

Sec. 9. anesota Statutes 1987 Supplcmcnt section 290.081, is amended
to read

290.081 [INCOME OF NONRESIDI-.:NTS RECIPROCITY— CREDIT -
EOR TAXES PAID 5119 ANOTHER STATE.] .
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(a) The compensation received for the performance of personal or profes-
sional services within this state by an individual whose residence, place of
abode, and place customarily returned to at least once a month is in another
state, shall be excluded from gross income to the extent such compensation
is subject to an income tax imposed by the state of residence; provided that
such state allows a similar exclusion of compensation received by residents
of Minnesota for services performed therein; of.

(b)#any&&*payerwheasare&rden&eﬁ%sﬁfe—erad&me&ﬂeeef—
poration of eorperation commercially demicHed therein; has become Hable
for taxes on of measured by net income to another staie of a provinee of
territory of Conada upens if the taxpayer is an individual; ot if the
is an athletic team and all of the téam’s income is apportioned to Minnesota;
any meeme; of H H is & corperation; estate; of trust; upon income derived
from the perfermeanee of personal or professional services within such other
stete oF province of terriory of Canada and subject to taxation under this
chapter the taxpayer shatl be entitled to 4 eredit against the amount of taxes
payable under this chapier: of such proportion thereof; as sueh £ro55 theome
subject to taxation i such state of province of terriory of Canada bears
1o the taxpeyes's entire gross income subject to taxation under this chaptes;
provided (1) that sueh credit shall in no event exceed the amount of tax
so paid {0 steh other state or province of territory of Canada on the gross
income earied within such other state of province of territory of Canada
and subjeet to taxation under this chapter; and {2) the aHowance of sueh
eredit shall not operate to reduce the taxes payable under this chapter to
aﬂ&meumlessth&nweuklhavebeenpay&ble#megmssmeemeeafﬂed
in such other state of province of terrttory of Canada had been excluded
it computing net income under this chapter: A taxpayer whe i5 a resident
of this state pursuant to secton 200-01; subdivision 7a; clause (2); and is
subjeet to ihcome tax as a resident in the state of the individual’s domieile
is not allowed this eredit unless the state of domicile does not allow a
similar eredit-

) Fhe commissioner shall by rule de-tefmme with respeet to gross
meemeeamedmaaye&herst&tetheapﬁne&bleelauseeﬂhwseeﬁeﬂ— When
it is deémed to be in the best interests of the people of this state, the
commissioner may determine that the provisions of clause (a) shall not
apply. As long as the provisions of clause (a) apply between Minnesota
and Wisconsin, the provisions of clause (a) shall apply to any mdwldual
who is domiciled in Wisconsin.

H}%S@P&ldiasusedmthﬁseeueﬂmeanﬁmeﬁeﬂefmeasmd
byﬂet%neemepayableteaﬂe&hefmefpmﬂﬂeeeﬂeﬁi{ewefeanada
'pfeﬂded%haisuehmﬁ&e%&mypmdmthﬂtmﬂbleyeafersubseqaem'

taxable years-

Fefpufpesesef'elauseébé;whereaMinﬂeﬁee“esidemfepeﬁedaﬂi{em
of income to Minnesota and is assessed tax in another siate oF a province
oF territory of Canada on that same Hem of income after the Minnesota
statute of Hmitetions has expired; the taxpayer shall be allowed to receive
a eredit for that year based og clause (b); rotwithstanding the provisiens
of sections 29040 200-50, and 290-56- Feor purpeses of the preceding
seﬂfeﬂee—thebufdenefpfeef&haﬂbeeﬂ&hem*payenesheweﬂmlemem
to & credi-

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

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

If an agreement cannot be reached as to the amount of the loss, the
_ commissioner of revenue and the taxing official of the state of Wisconsin
‘'shall each appoint a member of a board of arbitration and these members
shall appoint the third member of the board. The board shall select one of
its members as chair. Such board may- administer oaths,- take testimony,
subpoena witnesses, and require their. attendance, require the production
of books, papers and documents, and hold hearmgs at such places as are
deemed necessary. The board shall then make a determinationt as to the
amount to be paid the other state Wthh determmatlon shall be final and

- conclusive. -

- Notwithstanding the provmmns of section 290.61, the commissioner may
furnish copies of returns, reports, or other 1nformatmn to the taxing official -
of the state of Wlsconsm a member of the board of arbitration, or a
consultant under joint contract with the states of Minnesota and Wisconsin
for the purpose of makmg a determination as to the amount to be paid the
_ other state under the provisions of this section. Prior to the release of any
information under the provisions of this section, the person to-whom the
information is to be released shall sign an agreement which provides-that -
the person will protect the confidentiality of the retutns and information
revealed thereby to the extent that it is protected under the Iaws of the state
~ of Minnesota. :

" Sec. 10. Minnesota: Statutes 1987 Supplement section 290, 17 Sllbdl-
. vision 2, is. amended to read:

Subd. 2. [INCOME NOT DERIVED FROM CONDUCT OF A ‘TRADE
OR BUSINESS.] The income of a taxpayer subject to the allocation rules
* that is not derived from the conduct of a frade or business must be assigned
.in accordance with paragraphs (a) to (f):

~{a)(1) Subject to paragraphs (a)(2) and (a)(3), income from labor or
personal or professional services is assigned to this state if, and to the extent
that, the labor or services are performed within it; all other income from
such sources is treated as income from sources without this state.

(2) In the case of an individual who is a nonresident of Minnesota and
who is an athlete or entertainer, income from compensation for labor or
personal services performed wnthm this state shall be determined in the
following manner:

(i).The amount of i income to be ass1gned to anesota for an individual
who is a nonresident salaried athletic team employee shall be determined
by using a fraction in which the denominator contains the total number of
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days in which the individual is under a duty to perform for the employer‘
and the numerator is the total number of those days spent in anesota
and :

{(ii) The amount of income to-be assigned to Minnesota for an individnal
who-is a nonresident, and who is an athlete or entertainer not listed in .
clause (i), for that person’s athletic or entertainment perforrnance in Min-
nesota shall be determined by assigning to this state all income from ‘
performances or athletic contests in this state. '

(3) For purposes of this section, amounts received by a nonre51dent from
the United States, its agencies or:instrumentalities, the Federal Reserve
Bank, the-state of Minnesota or anyof its political or governmental $ub-

" divisions, or a Minnesota volunteer ftreflghters relief association, by way
of payment as a pension, public employee retirement benefit, or any com-
bination of these, or as a retirement or survivor's benefit made from a plan
qualifying under section 401, 403, 408, or 409, or as defined in section -
403(b) or 457 of the Internal Revenue Code of 1986 as amended through

" December 31, 1986, are not considered income derived from carrying on
a trade or busmess or from performing personal or professmnal services
in Minnesota, and are not taxable under this chapter. -

“(b) Income or gains from. tanglble property located in this state that is
not employed in the business of the rec1p1ent of the income or gams must
be assigned to this state.

(c) Except upon the sale of a partnershlp interest or the sale of stock .of
. an “8” corporation, income or gains from mtanglble personal property
not employed in the business of the recipient of the i income or gains must’
be assigned to this state if the recipient of the i 1ncome or gains is a resident
of this state or is a resident trust or estate.

Gain on the sale of a partnership interest is ailocable to this state inthe .

-ratio of the original cost of partnership tangible property in this state-to
- the original cost of partnership tangible property everywhere, determined
at the time of the sale. If more than 50 percent of the value of the part-
nership’s assets consists of intangibles, gain or loss from the sale of the,
partnership interest is allocated to this state in accordance with the sales
factor of the partnership for its first full tax period immediately preceding -
the tax period of the partnershlp during which the partnership interest was
sold.

Gain on the sale of srock held in an “S " corporation is allocable to this
state in the ratio of the original cost of tangible property of the “§”
corporation within this state to the original cost of tangzble property of .
the "“S” corporation everywhere,

~ (d) Income from the operation of a farm shall be assigned to this stafe
if the farm is located within this state and to other states only if the farm
is not located in this state. .

(e} Income from winnings on Minnesota_pari-mutuel betting tickets and
lawful gambling as defined in section 349.12, subdivision 2, conducted
within the boundaries of the state of Minnesota shall be ass:gned to this
state,

(f) All items of gross income not covered in‘ para'graphs (2) to (¢) and
not part of the taxpayers income from a trade or business shall be assigned
to the taxpayers domicile. o
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- Sec. 11. anesota Statutes 1987 Supplement section 290 38, is amended
to read: -

-290.38 [RETUR-NS OF_MARRIED PERSONS.] -

A husband and wife must file a joint Minnesota income tax return if
they filed a joint federal income tax return. If a joint return is made the
tax shall be computed on the aggregate income and the liability with respect

" to the tax shall be joint and several, provided that a spouse who is relieved
of a liability attributable to a substantial underpayment under section
6013(e) of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1987, shall also be relieved of the state tax liability on the sub-
stantial underpayment. If the husband and wife have elected to file separate
federal income tax returns they must file separate Minnesota income tax

_returns. This election to file a joint or separate returns must be changed
if they change their electlon for federal purposes. In the event taxpayers .
desire to change their election, such change shall be done in the manner
and on such form as the commissioner shall prescribe by rule.

The determination of whether an individual is married shall be made
under provisions of section 7703 of the Internal Revenue Code of 1986
as amended through December 31, 1986. -

~ Sec. 12. Minnesota Statutes 1986, section 290. 39 is amended by adding
a subdivision to read:

Subd. 5. [PARTNERSHIPS; NONRESIDENT PARTNER-S.] fa) The com-

missioner may allow a partnership with five or more nonresident pariners

. to file a composite return on behalf of nonresident partners who have no

other Minnesota source income. This composite return must include the

names, addresses, social security numbers, income allocation, and tax

- liability for all nonresza'ent parmers electmg to be covered by the composite
return.

(b} The computanon of each parmers l:ab!llty wdl be determmed by
multiplying the income allocated to that partner by the highest rate used
‘to determine the tax liability for individuals under section 290.06, sub-
division 2c. Nonbusiness deductions, standard deduct:ons or personal
exemptions are not allowed : ‘ -

(c) The partnershtp must submit a request to use rh;s composxre return
filing method far nonresident partners on or before the due date for filing
the individual income tax return. The request may be made a part of the
return filed.

(d) The elecnng partner must not have any Minnesota source income
-other than income from the partnership and other electing parinerships.
lf it is determined that the electing pariner has other Minnesota source
income, the inclusion of the income and tax liability for that partner under
this provision will not constitute a return to satisfy the requirements of
subdivisionl. The penalty Sor failure to filé a return as provided in section
"290.53, subdivision 2, is assessed from the due date for filing a return
_until @ non-compaosite return is f:led The tax paid for such an individual
as part of the composite return is allowed as a payment of the tax by the
individual on the date upon which the composite payment was made. If
the electing nonresident partner has no other Minnesota source income,
ft[mg of the composite return consututes a return for purposes of subdt—

vision 1 of thzs section. .
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- (e) This subdivision does not preclude the requirement that an individual
pay estimated tax if the individual’s liability would exceed the requirements
set forth in section 290.93. However, a composite estimate may be filed
in @ manner similar to and containing the same information required under
paragraph (a).

(f} If an electing partner’s share of the partnership’s gross income from
Minnesota sources is less than the filing requirements Jfor a nonresident
under section 290.37, subdivision I, the tax l:abzl:ty is zero. However, a
statement showing the partner’s share of gross income must be included
as part of the composite return. .

{g) The election provided in this subdivision is nor available to any
partner other than a full-vear nonresrdem individual who has no other
Minnesota source income. .

(h) A corporation defined in section 290.9725 and its nonresident share-
holders may make an election under this subdivision, The provisions cov-
ering the partnership apply to the corporation and the provisions applying

" to the partner apply to each shareholder.

(i) Estates and trusts distributing current income only and the nonres-
ident individual beneficiaries of such estates or trusts may make an election
under this subdivision. The provisions covering the partnership apply 10
the estate or trust. The provisions applying 1o the partner apply to each
beneficiary.

Sec. 13. Minnesota Statutes 1987 Supplement section 290.41, subdi-
vision 2, is amended to read:

Subd. 2. [BY PERSONS, CORPORATIONS COOPERATIVES, GOV-
ERNMENTAL ENTITIES OR SCHOOL DISTRICTS. ] To the extent required
by section 6041 of the Internal Revenue Code of 1986, as amended through
December 31, 1986 1987, every person, corporation, or cooperative, the
state of Minnesota and its political subdivisions, and every city, county and
school district in Minnesota, making payments in the regular course of a
trade or business during the taxable year to any person or corporation of-
$600 or more on account of rents or royalties, or of $10 or more on account
.of interest, or $10 or more on account of dividends or patronage dividends,
or $600 or more on account of either wages, salaries, commissions, fees,
prizes, awards, pensions, annuities, or any other fixed or determinable
gains, profits or income, not otherwise reportable under section 290.92,
subdivision 7, or on account of earnings of $10 or more dlstrlbuted to its
members by savings, building and loan associations or credit unions char-
tered under the laws of this state or the United States, (a) shall make a
return (except in cases where a valid agreement to participate in the com-
bined federal and state information reporting system has been entered into,

‘and such return is therefore filed only with the commissioner of internal
‘revenue pursuant to the applicable filing and informational reporting
requirements of the Internal Revenue Code of 1986, as amended through
December 31, 4986 1987) in respect to such payments in excess of the
amounts specnfled giving the names and addresses of the persons to whom'
‘such payments were made, the amounts paid to each, and (b) shall make a
retern in respect to the total number of such payments and total amount
of such payments, for each category of income specified, which were in
excess of the amounts specified. This subdivision shall not apply to the
~ payment of interest or dividends to a person who was a nonresident of
Minnesota for the entire year.
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A person, corporation, or cooperative required to file returns under this
subdivision en interest; dividends; or patrenage dividend payments with
fespect to more than 50 payees for any ealendar year must file all of these -
- returns on magnetic media if the media were used 1o satisfy the federal
reporting requirement under section 6011(e) of the Internal Revenue Code
of 1986, as amended through December 31, 1987, unless the person estab-
lishes to the satisfaction of the commissioner that compliance with thlS
requirement would be an undue hardship.

Sec. 14. Minnesota Statutes 1987 Supplement, section 290 491, is amended
to read:

290.491 {TAX ON GAIN ; DISCHARGE IN BANKRUPTCY.]

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

(b) Income reahzea' on a sale or exchange of agricultural production
property, other real property, or equipment, used in a farm business that
was owned and operated by the taxpayer shall be exempt from taxation
under this chapter, if the taxpayer was insolvent at the time of the sale and
the proceeds of the sale were used solely to discharge indebtedness secured
by a mortgage, lien, or other security interest on the property sold. For
purposes of this section, “insolvent” means insolvent as defined in section
108(d)(3) of the Internal Revenue Code of 1954, as amended through
December 31, 1985. This paragraph applies only to the extent thar the
gain is includable in federal adfusted gross income or in the computation
of the alternative minimum taxable income under section 290.091 for
.purposes of the alternative minimum tax. The amount of the exemption is
limited to the excess of the taxpayer’s (1) liabilities over (2) the total assets
and any exclusion claimed under section 108 of the Internal Revenue Code
of 1986, as amended through December 31, 1987, determined immediately
before application of this paragraph.

*(c) For purposes of this section, any tax due under thls chapter specif-
ically includes, but is not limited to, tax imposed under sections 290.02
and 290.03 on income derived from a sale or exchange, whether constituting
gain, discharge of indebtedness or recapture of depreciation deductlons or
the alternative minimum tax imposed under section 290.091.

~ Sec. 15. Minnesota Statutes 1987 Supplement section 290.92, subdi-
vision 7, is amended to read:

Subd. 7. [WITHHOLDING STATEMENT TO EMPLOYEE OR PAYEE
AND TO COMMISSIONER.] (1) Every person required to deduct and
withhold from an employee a tax under subdivision 2a or 3, or section
290.923, subdivision 2, or who would have been required to deduct and
withhold a tax under subdivision 2a or 3, or persons required to withhold
tax under section 290.923, subdivision 2, determined without regard to
subdivision 19, if the employee or payee had claimed no more than one
withholding exemption, or who paid wages or . made payments not subject
to withholding under subdivision 2a or 3, or section 290,923, subdivision
2, to an employee or person receiving royalty paymenis in excess of $600,
or who has entered into a voluntary withholding agreement with a payee
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pursuant to subdivision 20, shall furnish to each such employee or person
receiving royalty payments in respect to the remuneration paid by such
person to such employee or person receiving royalty payments during the
calendar year, on or before January 31 of the succeeding year, or, if employ-
ment is terminated before the close of such calendar year, within 30 days
after the date of receipt of a written request from the employee if the 30-
day period ends before January 31, a written statement showing the following:

(a) Name of such person,

(b) The name of the employee or payee and the employee’s or payee’s’
social security account number, .

(c) The total amount of wages as that term is defined in subdivision 1(1),
and/or the total amount of remuneration subject to withholding pursuant
to subdivision 20, and the amount of sick pay as required under section
6051(f) of the Internal Revenue Code of 1954 1986, as amended through
December 31, 1985 1987, . .

(d) The total amount deducted and withheld as tax under subdivision 2a
or 3, or section 290.923, subdivision 2. C

(2) The statement required to be furnished by this subdivision in respect
of any remuneration shall be furnished at such other times, shall contain
such other information, and shall be in such form as the commissioner may
prescribe.

(3) The commissioner may prescribe rules providing for reasonable exten-
sions of time, not in excess of 30 days, to employers or payers required to
furnish such statements to their employees or payees under this subdivision.

(4) A dupiicate of any statement made pursuant to this subdivision and
in accordance with rules prescribed by the commissioner, along with a
reconciliation in such form as the commissioner may prescribe of all such
statements for the calendar year (including a reconciliation of the quarterly
returns required to be filed pursuant to subdivision 6), shall be filed with
the commissioner on or before February 28 of the year after the payments
were made. » '

{5) The employer must submit the statements required to be sent to the
commissioner on magnetic media, if the media were required to satisfy the
federal reporting requirements pursuant o section 6011(e) of the Internal
Revenue Code of 1986, as amended through December 31, 1987, and the
regulations issued under it.

Sec. 16. Minnesota Statutes 1987 Supplement, section 290.92, subdi-
vision 15, is amended to read: ..

Subd. 15. [PENALTIES; FAILURE TO PAY TAX.] (1) In the case of
-.any failure to withhold a tax on wages, 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 three percent of the amount of tax that should have been property
withheld and paid over to or deposited with the comniissioner if the failure
is for not more than 30 days with an additional three percent for each
additional 30 days or fraction thereof during which the failure continues,
not exceeding 24 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
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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.

(1a) In the case of a failure to make and file quarterly returns with the
commissioner as required by this section, there shall be added to the tax
a penalty equal to three percent of the amount of tax not 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 of the amount of tax
remaining unpaid durmg each additional 30 days or fraction thereof during
which the failure continues, not exceeding 23 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.

(1b) In the case of a failure to file a return of tax imposed by this chapter
within 60 days of the date prescribed for filing of the return (determined
with regard to any extensiocn of time for filing}, the addition to tax under
paragraph (1a) shall not be less than the lesser of (i) $200; or (ii) the greater
of (a) 25 percent of the amount required to be shown as tax on the return
without reduction for any payments made or refundable credits allowable
against the tax or (b) $50.

(1c) Where penalties are imposed under paragraphs (1) and (1a), except
for the minimum penalty under paragraph (1b), the combined penalty per-
centage shall not exceed 38 percent in the aggregate.

(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, willfully fails to make the payment or deposit, or willfully attempts
in any manner 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 properly 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
commissioner, or to furnish a reconciliation of the statements, and quarterly
returns, to the commissioner, willfully furnishes a false or fraudulent state-
ment to an employee or payee or a false or fraudulent duplicate statement
or reconciliation 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
subdivision 7, or rules prescribed by the commissioner thereunder, there
shall be imposed 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
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failures during any calendar year shall not exceed $25,000. The penalty
imposed by this paragraph is due and payable within ten days after the
mailing of 2 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, file quarterly returns, and make payments or
deposits to the commissioner of amounts withheld, as required by this
section, who attermnpts to evade the tax by (i) willfully failing to withhold
the tax, file the return, or make the payment or deposit, or (i1) willfully
preparing or filing a false return, is guilty of a gross misdemeanor uniess
the tax involved exceeds $300, in which event the person is guilty of a
felony. '

(5) In lieu of any other penalty provided by law, except the penalty
provided by paragraph (3), any person required under the provisions of
subdivision 7 to furnish a statement of wages to an employee and a duplicate
statement to the commissioner, who willfully furnishes a false or fraudulent
statement of wages to an employee or a false or fraudulent dupiicate state-
ment of wages to the commissioner, or who willfully fails to furnish a
statement 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 an employer under
the provisions of subdivisten subdivisions 4a and 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 Za or 3, is guilty of a gross misdemeanor. -

(7) The term “person,” as used in this section, includes 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 mterest,
and then to the tax due.

(9) In addition to any other penalty provided by law, any employee who
furnishes a withholding exemption certificate or a residency affidavit to an
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 coliected in the same manner as any delinquent income tax.

(10) In addition to any other penalty provided by law, any employer who

~ fails to submit a copy of a withholding exemption certificate or a residency

affidavit required by subdivision 3a, clause (1)(a), (1)(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
document, 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
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authorized or required to present the return, affidavit, claim, or document,
is guilty of a gross misdemeanor, unless the tax involved exceeds $300, in
which event the actor is guiity of a felony. :

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

“Sec. 17. [ESTIMATED TAX EXCEPTION FOR 1987.]

For taxable years beginning after December 31, 1986, but beginning
before January I, 1988, the required amount of the annual payment of the
current year's tax in determining the underpayment in Minnesota Statutes,
section 290.93, subdivision 10, paragraph (4), clause (a), shall be 80
percent instead of 90 percent and the penalty shall also be reduced by the
ratio by which the salary income subject to withholding bears to the federal
adjusted gross income for 1987 as determined under section 62 of the
Internal Revenue Code of 1986, as amended through December 31, 1987 .

Sec. 18, [REPEALER.]

Minnesota Statutes 1987 Supplem'em, section 290.077, subdivision 1,
is repealed.

Sec. 19. [EFFECTIVE DATES. ]

Except as otherwise provided, sections | to 4 and 7 are effective for
taxable years beginning after December 31, 1986. The ability of surviving
spouses to use the married filing joint rates in section 5 is effective for
taxable vears beginning after December 31, 1986. The rest of section 5
is effective for taxable years beginning after December 31, 1987. Sections
6,7, 9, 10, 12, 13, 15, and 18 are effective for taxable years beginning
after December 31, 1987. Section 1] is effective for taxable years begin-
ning dafter December 31, 1984. Section 14 is effective for taxable years
beginning after December 31, 1986. Section 16 is effective the day fol-
lowing final enactment, _

ARTICLE 2
CORPORATE FRANCHISE TAX

Section 1. Minnesota Statutes 1987 Supplement, section 60A'.15., sub-
division 1, is amended to read: :

Subdivision 1. [DOMESTIC AND FOREIGN COMPANIES:] (a) On or
before April 15, June 15, and December 15 of each year, every domestic
and foreign company, including town and farmers’” mutuval insurance com-
panies and domestic mutual insurance companies, shall pay to the com-
missioner of revenue installments equal to one-third of the insurer’s total
estimated tax for the current year. For insurers other than town and farmers’
mutual insurance companies and mutual property and casualty insurance
companies other than those (i) principally writing workers’ compensation
insurance, and (ii) whose total assets at the end of the preceding calendar
year exceed $1,600,000,000, installments must be based on a sum equal
to two perceni of the premiums described in paragraph (b). For town and
farmers’ mutual insurance companies and mutual property and casualty
insurance companies other than those (i) principally writing workers’
compensation insurance, and (ii) whose fotal assets at the end of the
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preceding calendar year exceed $1,600,000,000, the installments must be
based on an amount equal to one-half percent ‘of the premiums described
in paragraph (b).

(b) Instaliments under paragraph {(a) are percentages of gross premiums
less return premiums on all direct business received by # the insurer in
this state, or by its agents for it, in cash or otherwise, during such year,
excepting preminms writien for marine insurance as specified in subdivi-
sion 6.

{c) Failure of a company to make payments of at least one-third of either
{a) (1) the total tax paid during the previous calendar year or ¢b) (2) 80
percent of the actual tax for the current calendar year shall sub]ect the
company to the penalty and interest provided in this section.

Sec. 2. Minnesota Statates 1987 Supplernent section 60E.04, subdivi-
sion 4, is amended to read:

Subd. 4. [TAXATION.] (a) All premiums paid for Covcrages within this
state to risk retention groups are subject o taxation at the same rate and
subject to the same interest, fines, and penalties for nonpayment as that
applicable to fereign admitted other insurers.

(b) To the extent agents or brokers are utilized, they shall report and pay
the taxes for the premiums for risks which they have placed with or on
behalf of a risk retention group not chartered in this state. The agents or
brokers are subject to the provisions of sections 60A.195 to 60A.209.

(c) To the extent agents or brokers are not utilized or fail to pay the tax,
each risk retention group shall pay the tax for risks insured within the state,
Each risk retention group shall report all premiums paid to it for risks
insured within the state and shall be subject to the same interest, fines,
and penalties for nonpayment as that applicable to foreign admitted insurers.

Sec. 3. Minnesota Statutes 1986, secllon 62C.01, is amended by adding
a subdivision to read:

Subd 4. [MINNESOTA COMPREHENSIVE HEALTH ASSOCIATION
PREMIUMS.] Foreign or domestic nonprofit health service plan corpo-
rations are subject to gross premium tax imposed hy section 60A.15 on
premiums they receive as the writing carrier for the comprehensive health
insurance plan.

Sec. 4. Minnesota Statutes 1986, seclion-64B.24. is amended to read:
64B.24 [TAXATION.]

Fraternal benefit societies are declared to be chantable institutions, and
the property held and used for lodge purposes, and the funds of these
socicties shall be exempt from taxation under the general tax or revenue
“laws of this state, except that the real estate of the society shall be taxabie
© and premiums received as the writing carrier for the comprehensive health
insurance plan shall be subject to gross premium tax under section 60A.15.

Sec. 5. Minnesota Statutes 1987 Supplement, section 69.021, subdivi-
sion 5, is amended to read: :

Subd. 5. [CALCULATION OF STATE AID.] The amount of state aid
available for apportionment shall be two percent of the fire, lightning,
sprinkler leakage, and extended coverage premiums reported to the com-
missioner by insurers on the Minnesota Firetown Premium Report and two
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percent of the premiums reported to the commissioner by insurers on the
Minnesota Aid to Police Premium Report. The amount for apportionment
in respect to firefighter's state aid shall ret be greater or lesser than the
amount of premium tuxes paid to the state upon the premiums reported to
the commissioner by insurers on the Minnesota Firetown Premium Report

after subtracting the amount required to pay the siate suditor!s costs and

e*peﬂseseﬁ%heaadﬁsefe*amsef%heﬁweﬁ-gh{efsfehefﬂﬁ&e&&&eﬂsbe
the amount of state aid available for apportionment as provided in this
subdivision. The total amount for appertionment in respect to police state
aid shall not be greater or lesser than the amount of premium taxes paid
to the state upon the premiums reported to the commissioner by insurers

" on the Minnesota Aid to Police Premium Report after subtracting the amount
required to pay the state auditor’s costs and expenses of the audits or exams
of the police relief associations. The amount for apportionment in respect
to police state aid shall be distributed to the municipalities maintaining
police departments and to the county on the basis of the number of active
peace officers, as certified pursuant to section 69.011, subdivision 2, clause
{(b). The commissioner shall calculate the percentage of increase or decrease
reflected in the apportionment over or under the previous year’s available
state aid using the same premiums as a basis for comparison.

Sec. 6. Minnesota Statutes 1986, section 69.031, subdivision 3, is amended
to read: -

Subd. 3. [APPROPRIATIONS.] There is hereby appropriated annually
from the state general fund to the commissioner of revenue an amount
sufficient to make the payments specified-in this section and section 69.021
not exceeding the tax collected.

Sec. 7. Minnesota Statutes 1986, SCCthIl 237.075, subdivision 8,
amended to read:

Subd. 8. [CHARITABLE CONTRIBUTIONS.] The commission shall
allow as operating expenses only those charitable contributions which the
commission deems prudent and which qualify under section 290.21, sub-
division 3, clause (b) or {e). Only 50 percent of the qualified contributions
shall be allowed as operating expenses.

Sec. 8. Minnesota Statutes 1987 Supplement section 290.01, subdivi-
sion 5, is amended to read:

Subd. 5. [DOMESTIC CORPORATIONS.] The term “domestic™ when
applied to a corporation means a corporation:

{1) created or organized in Minneseis of vhder #5 laws: and the term
“Horetgn™ when thus applied means a eorporation other than & domestie
corperation the United States, or under the laws of the United States or
of any state, the District of Columbia, or any political subdivision of any
of the foregoing but not including the commonwealth of Puerto Rico, or
any possession of the United States;

(2) which qualifies as a DISC, as defined in section 992(a) of the Internal
Revenue Code of 1954, as amended through December 31, 1985; or

{3) which qualifies as a FSC, as defined in section 922 of the Internal
Revenue Code of 1986, as amended through December 31, 1987. :

Sec. 9. Minnesota Statutes 1986, section 290.01, is amended by adding
a subdivision to read:
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Subd. 5a. [FOREIGN CORPORATION.] The term “foreign,” when applied
to a corporation, means a corporation other than a domestic corporation.

Sec. 10. Minnesota Statutes 1986, section 290,01, is amended by adding
a subdivision to read:

Subd. 6b. [FOREIGN OPERATING CORPORATION 1The term “foreign
operating corporation,” when applied to a corporation, means a domestic
corporation with the following characieristics:

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

(2) either (i) the average of the percentages of its property and payrolls
assigned to locations inside the United States and the District of Columbia,
excluding the commonwealth of Puerto Rico and possessions of the United
States, as determined under section 290.191 or 290.20, is 20 percent or
less,; or (ii} it has in effect a valid election under section 936 of the Internal
Revenue Code of 1986, as amended through December 31, 1987.

Sec. 11. Minnesota Statutes 1987 Supplement, section 290.01, subdi-
vision 19, is amended to read:

Subd. 19. [NET INCOME.] The term “net income” means the federal
taxable income, as defined in section 63 of the Internal Revenue Code of
1986, as amended through the date named in this subdivision, incorporating
any elections made by the taxpayer in accordance with the Internal Revenue
Code in determining federal taxable income for federal income tax pur-
poses, and with the modifications provided in subdivisions 1%a to 19f,

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

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

(2) the deduction for dividends paid under section 852(b}2)(D} of the
" Internal Revenue Code must be applied by allowing a deduction for capital

-gain dividends and exempt-interest dividends as defined in sections
852(b)(3INC) and 852(b}5HA) of ;he Internal Revenue Code.

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

Except as otherwise provided, references to the Internal Revenue Code
in subdivisions 19a to 19f mean the code in effect for purposes of deter-
mining net income for the apphcable year.

Sec. 12. Minnesota Statutes 1987 Supplement section 290.01, sobdi-
vision 19c, is amended to read:

Subd. 19¢. [CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE
INCOME.] For corporations, there shall be added to federal taxable income:

(1) the amount of any deduction taken for federal income tax purposes
for income, excise, or franchise taxes based on net income or related min-
imum taxes paid by the corporation to Minnesota, another state, a political
subdivision of another state, the District of Columbla or any foreign country
or possession of the United States;
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(2) interest not subject to federat tax upon obligations of: the United
States, its possessions, its agencies, or its instrumentalities te the extent
the obligations afe not subjeet to federal tax; the state of Minnesota or any
other state, any of its political or governmental subdivisions, any of its
municipalities, or any of its governmental agencies or instrumentalities; or
the District of Columbia;

(3) exempt interest exempi-interest dividends received as clcfmed in sec-
- 'tion 852(b){5) of the Internal Revenue Code of 1986, as amended through
December 21, 1986;

" {4) the amount of any windfall préfits tax deducted under section 164
or 471 of the Internal Revenue Code of 1986, as amended through Decem-
‘ber 31, 1986;

(5) the amount. of any net operating loss deduetion taken for federal
income tax purposes under section 172 of the Internal Revenue Code of
1986, as amended through December 31, 1986;

(6) the amount of any special deductions taken for federal income tax
purposes under sections 241 to 247 of the Internal Revenue Code of 1986,
. as amended through December 31, 1986; ‘

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

.(8) the amount of any capital losses deducted for federal income tax
purposes under sections 1211 and 1212 of the Internal Revenue Code of
1986, as amended through December 31, 1986;

{9) the amount of any charitable contributions deducted for federal income |
tax purposes under section 170 of the Internal Revenue Code of 1986, as
amended through December 31, 1986;

{10) the exempt foreign trade income of a foreign sales corporatlon under
sections 921(a) and 291 of the Internal Revenue Code of 1986, as amended
through December 31, 1986;

(1 1) the amount of percentage depletion deducted under sections 611
through 614 and 291 of the Internal Revenue Code of 1986, as amended
“through December 31, 1986; and

{12) for certified pollution control facilities placed in service in a taxable
year beginning before December 31, 1986, and for which amortization
deductions were elected under section 169 of the Internal Revenue Code
of 1954, as amended through December 31, 1985, the amount of the
amortization deduction allowed in computing federal taxable income for
those facilities; ‘and

(13) the amount of any deemed dividend from a foreign operating cor-
poration determined pursuant fo section 290 17, subdivision 4(g).

Sec. 13. Minnesota Statutes 1987 Supplement, section 290,01, subdi-
vision 19d; is amended to read:

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

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



6838 JOURNAL OF THE SENATE [78TH DAY

(2) the decrease in salary expense for federal income tax purposes due
to claiming the federal jobs credit under section 51 of the Internal Revenue
Code;

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

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

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

(i) to the.extent the disallowed costs are not represented by physical
property, an amount equal to the allowance for cost depletion under Min-
nesota Statutes 1986, section 290.09, subdivision 8;

(5) the deduction for capital losses pursuant to sections 1211 and 1212
of the Internal Revenue Code of 1986, as amended through December 31,
1986, except that:

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

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

(iii) for capital losses incurred in taxable years beginning before January
1, 1987, a capital loss carryback to each of the thrée taxable years pre-
ceding the loss year, subject to the provisions of Minnesota Statutes 1986,
section 290.16, shall be allowed; and

(iv) for capital losses incurred in taxable years beginning before January
1, 1987, a capital loss carryover to each of the five taxable years suc-
ceeding the loss year to the extent such loss was not used in a prior taxable

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

(6) an amount for interest and expenses relating to income not taxable
for federal income tax purposes, if (1) the income 'is taxable under this
chapter and (ii) the interest and expenses were disallowed as deductions
under the provisions of section /71{a)(2), 265 or 291 of the Internal Rev-
“enue Code of 1986, as amended through December 31, 1986, in computing
federal taxable income;

(7) in the case of mines, oil and gas wells, other natural deposits, and
timber for which percentage depletion was disallowed pursuant to subdi-
vision 19c, clause (11), a reasonable allowance for depletion based on actual
cost. In the case of leases the deduction must be apportioned between the
lessor and lessee in accordance with rules prescribed by the commissioner.
In the case of property held in trust, the allowable deduction must be
apportioned between the income beneficiaries and the trustee in accordance
with the pertinent provisions of the trust, or if there is no provision in the
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‘instrument, on.the basis of the trust’s income allocable to each:

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

(9) the amount included in federal taxable income attributable to the
credits provided in Minnesota Statutes 1986, section273.1314, subdivision
9, or Minnesota Statutes, section 469.171, subdivision 6;

{10) amounts included in federal taxable income thar are due to refunds
of income, excise, or franchise taxes based on net income or related min-
imum taxes paid by the corporation to Minnesota, another state, a political
subdivision of another state, the District of Columbia, or a foreign country
or possession of the United States to the extent that the taxes were added
to federal taxable income under section 290.01, subdivision 19¢, clause
(1), in a prior taxable year; and

(11) the following percentage of royalties, fees, or other like income
accrued or received from a foreign operating corporation or a foreign
corporation which is part of the same unitary business as the receiving
corporation:

Taxable Year

Beginning After .............. Pércentage
June 30, 1988 ... ... ... .. 50 percent
December 31, 1988 ........... 65 percent
June 30, 1989 ......... ... ... 80 percent.

~ Sec. 14. anesota Statutes 1987 Supplement, section 290.01, subdi-
vision 19¢, is amended to read:

~ Subd. 19e. [DEPRECIATION MODIFICATIONS FOR CORPORA-
TIONS.] In the case of corporations, a modification shall be made for the
accelerated cost recovery system. The allowable deduction for the accel-
erated cost recovery system is the same amount as provided in section 168
of the Internal Revenue Code with the following modifications, The mod-
ifications apply to taxable years beginning after December 31, 1986, and
to property for which deductions under the Tax Reform Act of 1986 Public
Law Number 99-514, are élected or apply.

(a) For property placed in service after December 31, 1980, and before
January 1, 1987, 40 percent of the allowance pursuant to section 168 of
the Internal Revenue Code of 1954, as amended through December 31,
1985, for 15-, 18-, or 19-year real property shall not be allowed and for
all other property 20 percent shall not be allowed.

(b) For property placed in service after December 31, 1987 no modi-
fication shall be made.

(c) For property placed in service after July 31, 1986, and before January
1, 1987, for which the taxpayer elects the deduction pursuant to section
203 of the Tax Reform Act of 1986, Public Law Number 99-514, and for
property placed in service after December 31, 1986, and before January
1, 1988, 15 percent of the allowance pursuant to section 168 of the Internal
Revenue Code of 1986 shall not be allowed.
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(d) For property placed in service after December 31, 1980, and before
January 1, 1987, for which the taxpayer elects to use the straight line method
provided in section 168(b)(3), (f)(12), or (j)(1) or a method provided in
section 168(¢)(2) of the Internal Revenue Code of 1986, as amended through
December 31, 1986, but excluding property for which the taxpayer elects
the deduction pursuant to section 203 of the Tax Reform Act of 1986,

. Public Law Number 99-514, the modifications provided in paragraph (a)

do not apply.

{e) For property subject to the modifications contained in paragraphs (a)
and b} (¢) and Minnesota Statutes 1986, section 290.09, subdivision 7,
clause (c), the following modification shall be made after the entire amount
of the allowable deduction has been allowed for federal tax purposes for
that property under the provisions of section 168 of the Internal Revenue
Code of 1986, as amended through December 31, 1986. The remaining
depreciable basis in those assets for Minnesota purposes, including the
amount of any basis reduction to reflect the investment tax credit for federal
purposes under sections 48(q) and 49(d) of the Internal Revenue Code of
1986, as amended through December 31, 1986, shall be a depreciation
allowance computed using the stralght line method over the following num-
ber of years:

(1) three-year property, one year; .
(2) five-year and seven-year property, two years;
(3) ten-year property, five years; and

- (4) all other property, seven years.

(f) For property placed in service after December 31, 1987 the remaining
depreciable basis for Minnesota purposes that is attributable to the basis
reduction for federal purposes to reflect the investment tax credit under
sections 48(q) and 49(ad) of the Internal Revenue Code of 1986, as amended
through December 31, 1986, shall be allowed as a deduction in the first
taxable year after the entire amount of the allowable deduction for that
property under the provisions of section 168 of the Internal Revenue Code
of 1986, has been allowed, except that where the straight line method
provided in section 168(b)(3) is used, the deduction provided in this clause
shall be allowed in the last taxable year in which an allowance for depre-
ciation is allowed for that property.

{g) For qualified timber property for which the taxpayer made an election
under section 194 of the Internal Revenue Code of 1986, the remaining
depreciable basis for Minnesota purposes is allowed as a deduction in the
first taxable year after the entire allowable deduction has been allowed for
federal tax purposes.

(h) The basis of property to which section 168 of the Internal Revenue
Code applies is its basis as provided in this chapter including the modifi-
cations provided in this subdivision and in Minnesota Statutes 1986, section
290.09, subdivision 7, paragraph (c). The recapture tax provisions provided

in sections 1245 and 1250 of the Internal Revenue Code of 1986, as

amended through December 31, 1986, apply but must be calculated using
the basis provided in the preceding sentence.

(i) The basis of an asset acquired in an exchange of assets, including an
involuntary conversion, is the same as its federal basis under the provisions
of the Internal Revenue Code of 1986, except that the difference in basis
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due to the modifications in this subdivision and in Minnesota Statutes 1986,
section 290.09, subdivision 7, paragraph (c), is a deduction as provided
in paragraph (c).

Sec. 15, Minnesota Statutes 1937 Supplement, section 290.015, sub-
division 1, ts amended to read:

-Subdivision 1. [GENERAL RULE.] A persen; other than a resident
individual; thot conduets a trade or business with its prineipal place of
business outside of Minneseota is subject to the taxes impesed by this chapter
with respeet to that trade of business i the trade of business makes sales
or feceives other income that is assigrable or appertionable to this state
wider section 29017 200191 20020, 20035 of 200-36 witheut regard
* to physical presence in this state; except as provided in subdivision 3-

Aetivities that ereate jurisdiction to tax vnder this chapter include; but are
not Himited o+ .

h-avmgapl-aeeefb&smes&mt-h&ss&a{e— _
(—Z}hawﬂgempleyees—fepseseﬂ{&Hes—efmdepeﬂéeﬂ%een&&eteﬁeen—

business activities in this state;

{g}feg-u}&f}yseﬂiﬂgpfeéueeaefsemeesefaﬂylaadefﬂam;eéeeus-
tomers i this state whe reeetve the produet of service i this ste;

{éawg&laﬁypeffefmmgse%esﬁmaumde%hﬁsmewmehafeeem
s&medwﬁbm{-h-lsst&te- .

éé)fegalaf}yeag&gmgmﬁaﬁsaeﬂeﬂsvmheuﬁemefsmthﬁ&e&te&hﬂ
involve intangsible property; including loans but net property deseribed in
subémﬁeﬂé—pafagtaﬁhéb)-aﬂdfesukmmeemeﬂewmgtethepeﬁeﬂ
from within this state;

{J—}mgef{ea&mgaﬂg-tb}eperseﬂa}effedpfepeﬁyiee&tedmthw
State: of

é&#aﬁm&m}mm&en-feguhflyselmaﬂgaﬂdfeeem&gdepeeﬁs
from eustomers in this states

{a) Except as provided in subdivision 3, a person that conducts a trade
or business which has a place of business in this state, regularly has
employees or independent contractors conducting business activities on
its behalf in this state, or owns or leases real property located in this state
or tangible personal property located in this state as defined in section
290.191, subdivision 6, paragraph {e), is subject to the taxes amposed by
this chapter..

(b) Except as provided in subdivision 3. a person that conducts a trade
or business not described-in paragraph (a) is subject to the taxes imposed
by this chapter if the trade or business obtains or regularly solicits business
from within this state, without regard to physical presence in this state.

(c) For purposes of paragraph (b), business from within this state inciudes,
but is not limited to:

(1) sales of products or services of any kind or nature to customers in
this state who receive the product or service in this state;

(2) sales of services which are performed from outside this state but the
benefits of which are consumed in this state;
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(3) transactions with customers in this state that involve intangible prop-
erty and result in income flowing to the person from within this state;

{4) leases of tangible personal property that is located in this state as
defined in section 290.191, subdivision 6, paragraph (e);

{(5) sales and leases of real property located in this state; and

{6) if a financial msmunon deposits received fmm customers in this
state. '

(d) For purposes ofparagraph {(b), solicitation includes, but is not limited
fo: . : :

(1) the distribution, by mail or otherwise, without regard 1o the state
from which such distribution originated or in which the matérials were
prepared, of catalogs, periodicals, advertising flyers, or other written
solicitations of business to customers in this state;

(2) display of advertisements on btllboards or other outdoor advertising
in this state; :

" (3) advertisements in newspapers published in this state;

{(4) advertisements in trade journals or other perwdacals, the circulation
of which is primarily within this state;

(5) advertisements in a Minnesota edition of a national or regional
publication or a limited regional edition of which this state is included of
a broader regional or national publication whick are not placed in other
geographically defined editions of the same issue of the same publication,

(6) advertisements in regional or national publications in an edition
which is not by its contents geographically targeted to Minnesota, but
which'is sold over the counter in anesora or by subscription to Minnesota
" residents; .

(7) advertisements broadcast on a radio or television station located in
Minnesota; or

(8) any other solicitation by telegraph, telephone, computer data base,
cable, optic, microwave, or other communication system.

Sec. 16. Minmnesota Statutes 1987 Supplement, section 290,015, sub-
division 2, is amended to read:

Subd. 2. [PRESUMPTION.] (a} A person is presumed subject to rebut-
tal, to be engeged in regular solicitation within this stete H i conduets
&ms&eﬂensdeseﬂbedmaaye{subémmkei&uses(é—)eeeé}—wﬂ-h%
or more residents of this state during eny tax peried of.H & finaneial
institation; if the sum of Hs assets and the abselute value of Hs depesis
attributable to sources within this state equals or exceeds $5;0005600-
Asseﬁaﬂddepemsmaﬂbe&&nbmdwse&feesmﬂaﬂmweby

the principles established under seectien 2004 obraining or
regularly soliciting business from within this state if:

(1) it conducts activities described in subdivision 1, paragraph (b),
~ without regard to transactions described in subdivision 3, with 20 or more
residents of this state during any. tax period; or

(2)itis afmanczal institution as defined in section 290.01, subdivision
 4a, and thé sum of its assets and the absolute value of its deposits attrib-
utable to sources within this state equals or exceeds $5,000,000, with
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assets and deposits atrributed to sources within this state by applying the
principles established under section 290.191, except as provided m sub—
division 3.

(b) A financial institution ihat does not satisfy the requirements of para-
graph (b) is not subject to taxes imposed by this chapter except for taxes
imposed under section 290.92.

Sec. 17. Minnesota Statutes 1987 Supplement, section 290.015, sub-
division 3, is amended to read:

Subd. 3. [EXCEPTIONS.] (2) A person is not subject to tax under this
-chapter if the person is engaged in.the business of selling tangible personal
property and taxation of that person under this chapter is precluded by
Public Law Number 86-272, United States Code, title 15, sections 381 to
384 or would be so precluded except for the fact that the person stored
tangible personal property in a state licensed facility under chapter 231,
and the property was delivered to and removed from such facility by persons
independent of the owner of the property.

~ (b) Ownership of an interest in the following types of property (including
those contacts with this state reasonably required to evaluate and complete
the acquisition or disposition of such property, the servicing of said prop-
erty or the income therefrom, the collection of income from said property,
or the acquisition or liquidation of collateral relating to said property)
shall not be a factor in determining whether the owner is subject to tax
under this chapter:

(1) an interest in a real estate mortgage investment conduu a real estate
investment trust, or a regulated investment company, as those terms are
defined in the Internal Revenue Code of 1986, asamended through Decem-
ber 31, 1986; and

(2) an interest in a loan;baeked, maortgage-backed, or rec_eivable-backed
security representing either: (i) ownership in a pool of promissory notes,

mortgages, or receivables or certificates of interest or participation in such

notes, morigages, or receivables, or (ii) debt obligations or equity interests

which provide for payments in relation to payments or reasonable projec-

tions of payments on the notes, mortgages, or receivabies, and which are
issued by a financial institution or by an entity substantially all of whose
assets consist of promissory notes, mortgages, recezvables or interests
therein;

{3)an mterestr that has been'purchased or acquired by or from a financial
institution in any assets described in section 290.191, subdivision 11,
paragraphs (e) through (1}, and in which the payment obligations embodies
in such assets were solicited and entered into by persons independent and
not acting on behalf of the owner;

" (4) an interest that has been purchased or acquired by or from a financial
institution in the right to service, or collect income from any assets described
in section 290.191, subdivision 11, paragraphs (e) through (1), and in
which the payment obligations embodied in siich assets-were solicited and

entered into by persons independent and not acting on behalf of the owner;

{5) an interest -in any intangible, tangible, real, or personal property
acquired in satisfaction, whether in whole or in part, of any asset embody-
ing a payment obligation which is in default, whether secured or unsecured,
the ownership of an interest in which would be exempt under the preceding



6844 JOURNAL OF THE SENATE [78TH DAY

provisions of this subdivision; and

-'(6) amounts held in escrow or trust accounts, pursuant to and in accor-
dance with the terms of property described in this subdivision.

If the person is a member of the unitary group, paragraph (b) does not
apply to an interest acquired from another member of the unitary group.

Sec. 18. Minnesota Statutes 1987 Supplement, section 290.015, sub-
division 4, is amended to read:

Subd. 4. [LIMITATIONS.] (a) This section does not {8 subject a trade
or business to any regulation, including any tax, of any local unit of gov-
ernment or subdivision of this state if the trade or business does not own’
or lease tangible or real property located within this state and has no
employees or independent contractors present in this state to assist in the
carrying on of the business; er {2} exclude a trade or business from the
filing feq&wemem of the potice of business activities report under section
200371

(b) The purchase of tangible or intangible property or services by a
person that conducts a trade or business with the principal place of business
outside of Minnesota (the “non-Minnesota person’ ) from a person within
Minnesota shall not be taken into account in determining whether the non-
Minnesota person is subject to the taxes imposed by this chapter, except
for services involving either the direct solicitation of Minnesota customers
or relationships with Minnesota customers after sales are made.

{¢) No contact with any Minnesota financial institution by any financial
institution with its principal place of business outside Minnesota with
respect to transactions described in subdivision 3, shall be taken into
account in determining whether such a financial institution is subject to
the taxes imposed by this chapter. The fact of participation by a Minnesota
financial institution in a transaction which alse involves a borrower and
a financial institution that conducts a trade or business with its principal
place of business outside of Minnesota shall not be a factor in determining
whether such financial institution is subject to the taxes imposed by this
chapter. This paragraph does not apply to transactions between or among
members of the same unitary group.

Sec. 19. Minnesota Statutes 1987 Suppleme'nt, section 290.06, subdi-
vision 21, is amended to read:

Subd. 21. [ALTERNATIVE MINIMUM TAX.] (a) A corporation is
allowed a credit for alternative minimum tax previously paid for any taxable
year in which the corporation has no tax liability under section 290.092,
subdivision 1, and has an alternative minimum tax credit carryover from
a previous year. The credit allowable in any taxable year shall be equal
to the lesser of (1) the excess of the tax under section 290.06 for the taxable
year over the amount computed under section 290.092, subdivision I,
clause @&} (1), for the taxable year, or (2) the alternative minimum tax
credit carryover to the taxable year. :

{b) The tax imposed under section 290.092 for any taxable year is a
credit for alternative minimum tax previously paid which is a carryover to
each of the five taxable years succeeding the taxable year. The entire amount
of the alternative minimum tax credit must be carried to the earliest of the
taxable years to which such amount may be carried. The portion of the
alternative minimum tax credit which is carried to each of the other taxable
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years to which the credit may be carried is the excess, if any, of the credit
over the amount allowable under paragraph (a) for each of the taxable years
to which the credit may be carried. In each taxable year in which a credit
is allowable under paragraph (a), the credit for alternative minimum tax
previously paid must be used beginning with the earliest taxable year from
which the credit may be carried. :

Sec. 20. Minnesota Statutes 1987 Supplement, section 290.092, sub-
division 3, is amended to read:

Subd. 3. FALTERNATIVE MINIMUM TAX BASE] The alternanve
minimum tax base equals the sum of: -

(1) the total amount of Minnesota sales and or rece'lpts;
(2) the amount of the taxpayer’s total Minnesota property; and -
(3) the taxpayer’s total Minnes_ota p"ayrolls; o

less the exemptlon amount, if any.

Sec. 21. Minnesota Statutes 1987 Supplement, secuon 290.092, sub-
division 4,.1s amended to read:

Subd. 4. [DEFINITIONS.] (a) “Minnesota sales and or receipts” means
the total sales apportioned to Minnesota pursuant to section 290.191, sub-
division 3, the total receipts attributed to Minnesota pursuant to section
© 290.191, subdivisions 6 to 8, and/or the total sales or receipts apportioned
or attributed to Minnesota pursuant to any other apporuonment formula
: appllcable to the taxpayer.

(b) “Minnesota property” means total anesota tangible property as
provided in section 290.191, subdivisions 9 to 11, and any other tangible
property located in Minnesota except as provided in subdivision 4a. Intan-
gible property shall not be included in Minnesota property for purposes of
this section. Taxpayers who do not utilize tangible property to apportion
income shall nevertheless include Minnesota property for purposes of this
section. For the first five taxable years during which a corporation is subjeet
te taxation under this chapter; the amount of i#s Minnesots property and

shall be deemed to be zero foi purpeses of this seetion On g return
for a short taxable year, the amount of Minnesota property owned, as
determined under section 290.191, shall be included in Minnesota praperty
based on a fraction in which the numerator is the number of days in the
 short raxable year and the denominator is 365.

{c) “*“Minnesota payrolls” means total Minnesota payrolls as provided in
section 290.191, subdivision 12, except as provided in subdivision 4a.
Taxpayers who do not utilize payrolls to apportion income shall nevertheless
include Minnesota payrolls for purposes of this section.

(d) The “exemption amount” equals the lesser of (1) the sum of the
taxpayer’s Minnesota sales anrd or receipts, property, and payrolls, as defined
in this section, or (2) $5,000,000 reduced by one-half of the amount of
the taxpayer’s total sales and receipts, property, and payrolls as defined in
this section, in excess of $10,000,000. In the case of a unitary groip, the
exemption amount equals the lesser of (1) the sum of the unitary group’s
Minnesota sales or receipts, property, and payrolls or (2) $5,000,000
reduced by one-half of the unitary group’s total sales or receipts, property,
and payrolls in excess of $10,000,000. Each member of a unitary group
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may use a portion of the unitary group’s exemption amount based on a
fraction, the numerator of which is the sum of the taxpayer’s Minnesota
sales or receipts, property, and payrolls and the denominator is the sum
of the Minnesota sales or receipts, property, and payrolls of all unitary
members subject to the taxes imposed by this chapter. Total sales and
receipts, property, and payroll means the total determined under section
290.191 as the denominator of the apportionment formula. For purposes
of this section, taxpayers who use an apportionment formula that does not
include sales or receipts, property, and payrolls shall, nevertheless, use
those amounts as defined in section 290.191,- subdivisions 510 12. On a
return for a short taxable year, the amount of total property owned, as
determined under section 290.191, shall be included in Minnesota property
based on a fraction in which the numerator is the number of days in the
short taxable vear and the denominator is 365. In the case of a unitary
business, the exemption amount must reflect the factors of the entire all
businesses included in the unitary business group as reperied on the eom-
bined repost defined in section 290.17, subdivision 4. A corporation that
has as its sole or primary business activity (1) the providing of professional
services, as defined in section 319A.02; (2) operation as a financial insti-
tution, as defined in section 290.01, subdivision 4a; {3) sales or manage-
ment of real estate; or {4) operation as an insurance agency, as defined in
section 604.02, does not have an exemption amount. '

Sec. 22. Minnesota Statutes 1987 Supplement, section 290.092, is amended
by adding a subdivision to read:

"Subd. 4a. [NEW BUSINESS EXCLUSION.| For the first five taxable
vears during which a corporation is subject to taxation under this chapter,
the amount of its Minnesota property and payrolls must be excluded from
the alternative minimum tax base unless it is disqualified in this subdivi-
sion. A corporation is considered subject 10 taxation under this chapter if
it-would be subject to Minnesota’s jurisdiction to tax as provided in section
290.015, before claiming this exclusion. The following does not qualify
for this exclusion: ‘

(1) a corporation that is a member of a unitary group that includes at
least one business that does not qualify for this exclusion;

(2) any corporation organized under the laws of this state or certified
to do business within this state at least five taxable years before the taxable
year in which this exclusion is claimed;

(3) corporations created by. reorganizations, as defined in section 368 -
of the Internal Revenue Code of 1986, as amended through December 31,
1987, or split-ups, split-offs, or spin-offs, as described in section 355 of
the Internal Revenue Code of 1986, as amended through December 31,
1987 or the transfer or acquisition, whether directly or indirectly, of assets
which constitute a trade or business, including stock purchases under
section 338 of the Internal Revenue Code of 1986, as amended through
December 31, 1987, where the surviving, newly formed, or acquiring
corporation condiicts substantially the same activities as the predecessor
corporation, regardless of whether or not the survivor corporation also
conducts additional activities, and the predecessor corperation would not
otherwise qualify for this exclusion if it had continued to conduct those
activities; ’ :

(4) any change in identity or form of business where the original business



78TH DAY] TUESDAY, MARCH 29, 1988 6847

entity would have been subject to Minnesota’s taxing jurisdiction, as pro-
vided in section 290.015, at least five taxable years before the taxable
year in which this exclusion is claimed;

(5) @ corporation, the primary business acnvzry of which is the prowdmg
of professional services as defined in section 319A.02, operation as a
financial institution, as defined in section 290.01, subdivision 4a; sales

or management of real estate; or operation as an insurance agency, as
defined in section 60A.03; or

(6) a corporation the affairs of which the commissioner finds were
arranged as they were primarily to reduce taxes.

Sec. 23. Minnesota Statutes 1987 Supplement section 290.0935, sub-
division 1, is amended to read:

Subdivision 1. [ALLOWANCE OF DEDUCTION.] (a) There shall be
allowed as a deduction for the taxable year the amount of any net operating
loss deduction as provided in section 172 of the Internal Revenue Code of
1986, as amended through December 31, 1986, subject to the limitations
and ‘modific_ations provided in this section, ‘

(b) A net operating loss deduction shall be availablé under this section
--only to corporate taxpayers except that subdivisions 7 9, and 11 hereof
apply only to individuals, estates, and trusts.

(c) In the case of a regulated investment company or fund thereof, as
defined in section 851(a) or 851(q) of the Internal Revenue code of 1986,
as amended through December 31, 1987, the deducnon provrded by rh:s
section shall not be allowed.

Sec. 24. Minnesota Statutes 1987 Supplement, section 290.095, sub-
d1v1510n 2, is amended to read:

Subd. 2. [DEFINED AND LIMITED. ] (a) The term “net operatmg toss”
as used in this section shall mean a net operating loss as defined in section
172(c) of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1986, with the modifications specified in subdivision 4. The deduc-
tions provided in section 290.21 and the modification provided in section
290.01, subdivision 19d, clause (11), cannot be used in the determination
of a net operating loss.

(b) The term “net operating loss deduction” as used in this section means
the aggregate of the net operating loss carryovers to the taxable year,
computed in accordance with subdivision 3. The provisions.of section
172(b) of the Internal Revenue Code of 1986, as amended through Decem-

ber 31, 1986, relating to the carryback of net operating losses do not apply.

Sec. 25. Minnesota Statutes 1987 Supplement, section 290 095, sub-
division 3, is amended to read:

Subd. 3. [CARRYOVER ] (a) A net operating loss fer any taxable
incurred in a taxable year: (i) beginning after December 31, 1986, shall
be a net operating loss carryover to each of the 15 taxable years following
the taxable year of such loss; (ii} beginning before January I, 1987, shall
be a net operating loss carryover to each of the five taxable years following
the taxable year of such loss subject to the provisions of Minnesota Statutes
1986, section 290.095; and (iii} beginning before January 1, 1987, shall
be a net operating loss carryback to each of the three taxable years pre-
ceding the loss year subject to the provisions of Minnesota Staiutes 1986,
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section 290.095.

(b) The entire amount of the net operating loss for any taxable year shall
be carried to the earliest of the taxable years to which such loss may be
carried. The portion of such loss which shall be carried to each of the
other taxable years shall be the excess, if any, of the amount of such loss
over the sum-of the taxable net income, adjusted by the modifications
specified in subdivision 4, for each of the taxable years to which such loss
may be carried. :

(c) Where a corporation does business both within and without Min-
nesota, and apportions its income under the provisions of section 290.191,
the net operating loss deduction incurred in any taxable year shall be
allowed to the extent of the apportionment ratio of the loss year.

(d) No additional net operating loss deduction is allowed in a subsequent
taxable year for the portion of a net operating loss deduction incurred in
any taxable year used to offset Minnesota income in a year in which the
taxpayer is subject to the alternative minimum tax in section 290.092..

Sec. 26. Minnesota Statutes 1987 Supplement, section 290.095, is amended
by adding a subdivision to read:

Subd. 12. [UNITARY GROUP; CARRYBACK; CARRYFORWARD.] A -
taxpaver may elect a net operating loss carryback to each of the three
taxable years preceding the taxable year of the loss and g net operating
loss carryover to each of the five taxable years following the taxable year
of the loss, notwithstanding subdivision 3, clause (a). The net operating
loss carryback and carryover allowed under this subdivision is limited to
the part of the net operating loss attributable to the deduction allowed for
bad debts under section 166(a) of the Internal Revenue Code of 1986, as
amended through December 31, 1987. The part of the net operating loss
for any raxable year that is attributable to the deduction allowed for bad
debts is the excess of the net operating loss for the taxable year, over the
net operating loss for the taxable year determined without regard ro the
amount allowed as a deduction for bad debts for the taxable year. In
applying the provisions of subdivision 3, clause {b), the part of the net
operating loss for the loss year that is attributable to the deduction allowed
for bad debts is considered a separate net operating loss for the year to
be applied before the other part of the net operating loss. This subdivision
applies only to taxpayers where a member of the unitary group meets the
definition found in section 585(c)(2)(A) of the Internal Revenue Code of
1986, as amended through December 31, 1987, and includes all corpo-
rations included in the unitary group and required to be included on a
combined report. A refund of tax that is the result of a net operating loss
carryback under this section must be paid after two years but before two
years and 30 days after the claim for refund was filed.

Sec. 27. Minnesota Statutes 1987 Supplement, section 290.10, is amended
to read: ‘

260.10 [NONDEDUCTIBLE ITEMS.]

Notwithstanding any other provision of law, in computing the net income
of a corporation no deduction shall in any case be allowed for expenses,
interest and taxes connected with or allocable against the production or
receipt of all income not included in the measure of the tax imposed by
this chapter, except that for corporations engaged in the business of mining
or producing iron ore, the mining of which is subject to the occupation tax
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imposed by section 298.01, subdivision 1, and the provisions of section
298.031, this shall not prevent the deduction of expenses and other items
to the extent that the expenses and other items are allowable under this
chapter and are not deductible, capitalizable, retainable in basis, or taken
into account by allowance or otherwise in computing the occupation tax
and do not exceed the amounts taken for federal income tax purposes for
that year. Occupation taxes imposed under chapter 298, royalty taxes imposed
under chapter 299, or depletion expenses may not be deducted under this
clause.

Sec. 28. Minnesota Statutes 1987 Supplement, section 290.17, subdi-
vision 4, is amended to read:

Subd. 4. [UNITARY BUSINESS PRINCIPLE ] {a) If a trade or business
conducted wholly within this state or partly within and partly without this
state is part of a unitary business, the entire income of the unitary business
is subject to apportionment pursuant to section 290.191. Notwithstanding
subdivision 2, paragraph (c), nene of the income of a unitary business is
considered to be derived from any particular source and none may be
allocated to a particular place except as provided by the applicable appor-
tionment formula. The provisions of this subdivision do not apply to farm
income subject to subdivision 5, paragraph (a), business income subject
to subdivision 5, paragraph (b) or (c), income of an insurance company
determined under section 290.35, or income of an investment company
determined under section 290.36.

(b) The term “unitary business” means business activities or operations
which are of mutual benefit, dependent upon, or contributory to one another,
individually or as a group. The term may be applied within a single legal
entity or between multiple entities and without regard to whether each
entity is a corporation, a partnership or a trust.

{c) Unity is presumed whenever there is unity of ownership, operation,
and use, evidenced by centralized management or executive force, cen-
tralized purchasing, advertising, accounting, or other controlled interaction,
but the absence of these centralized activities will not necessarily evidence
a nonunitary business.

(d) Where a business operation conducted in Minnesota is owned by a
business entity that carries on business activity outside the state different
in kind from that conducted within this state, and the other business is
conducted entirely outside the state, it is presumed that the two business
operations are unitary in nature, interrelated, connected, and mlerdepcn-
dent unless it can be shown to the contrary.

(e) Unity of ownership is not deemed to exist when a corporation is
involved unless that corporation is a member of a group of two or more
business entities and more than 50 percent of the voting stock of each
member of the group is directly or indirectly owned by a common owner
or by common owners, either corporate or noncorporate or by one or more
of the member corporations of the group.
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the fectors to be used in the apportionment of net income purstoRt 0
section 290191 or 200-20- there must be included only the tneome and
appertionment faetors of corporations of other entities ereated or organized
in the United States of under the laws of the United States or of any state;
the Distriet of Columbia; the commonwealth of Ruerto Rico; any possession
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part of the unitary business pursuant te this subdivision; notwithstanding
thet other corperations of othet entities ofgenized ik foreign countries might
be included i the unitary business- The net income and apportionment
factors under section 290.191 or section 290.20 of foreign corporations
and other foreign entities which are part of a unitary business shall not
be included in the net income or the apportionment factors of the unitary
business. A foreign corporation or other foreign entity which is required
to file a return under this chapter shall file on a separate return basis.
The net income and apportionment factors under section 290.191 or section
290.20 of foreign operating corporations shall not be included in the net
income or the apportionment factors of the unitary business except as
provided in paragraph (g).

(g) The adjusted net income of a foreign operating corporation shall be
deemed to be paid as a dividend on the last day of its taxable vear to each
shareholder thereof, in proportion to each shareholder’s ownership, with
which such corporation is engaged in a unitary business. Such deemed
dividend shall be treated as a dividend under section 290.21, subdivision
4.

Dividends actually paid by a foreign operating corporation to a cor-
porate shareholder which is a member of the same unitary business as the
Joreign operating corporation shall be eliminated from the net income of
the unitary business in preparing a combined report for the unitary busi-
ness. The adjusted net income of a foreign operating corporanon shall be

. its net income adjusted as follows:

(1) any taxes paid or accrued to a foreign coumry.'the commonwealth
of Puerto Rico, or a United States possession or political subdivision of
any of the foregoing shall be a deduction; and

(2) the subtraction from federal taxable income for payments received
from foreign corporations or foreign operating corporations under section
1 290.01, subdivision 19(d)(11), shall not be allowed.

If a foreign operating corporation incurs a net loss, neither income nor
deduction from that corporation shall be included in derermmmg the net
income of the unitary business.

th) For purposes of determmmg the net income of a unitary business
and the factors to be used in the apportionment of net income pursuant to
section 290.191 or 290.20, there must be included only the income and
apportionment factors of domestic corporations or other domestic entities
other than foreign operating corporations that are determined to be part
of the unitary business pursuant to this subdivision, notwithstanding that
foreign corporations or other foreign entities might be included in the
unitary business.

(i) Deductions for expenses, mterest or taxes otherwise allowable under
this chapter that are connected with or allocable against dividends, deemed
dividends described in paragraph (g) or royalties, fees, or other like income
described in section 290.01, subdivision 19(d)(9), shall not be disallowed.

&) (j) Each corporation or other entity that is part of a unitary business
must file combined reports as the commissioner determines. On the reports,



78TH DAY ] . TUESDAY, MARCH 29, 1988 6851

all intercompany transactions between entities included pursuant to para-
graph €0 (k) must be eliminated and the entire net income of the unitary
business determined in accordance with this subdivision is apportioned
among the entities by using each entity’s Minnesota factors for apportion-
ment purposes in the numerators of the apportionment formula and the
total factors for apportionment purposes of all entities included pursuant
to paragraph &3 (h) in the denominators of the apportionment formula.

(k) If a corporation has been divested from a unitary business and is
included in a combined report for a fractional part of the common account-
ing period of the combined report: .

(1) its income includable in the combined report is its income incurred
for that part of the year determined by proration or separate accounting,
and

(2)its sales, property, and payroll included in the apportionment formula
must be prorated or accounted for separately.

Sec. 29. Minnesota Statutes 1987 Supplement, section 290. 191 sub-
division 1, is amended to read:

Subdivision 1. [GENERAL RULE.] Except as otherwise provided in
section 290.17, subdivision 5, the net income from a trade or business
carried on partly within and partly without this state must be apportioned
to this state as provided in this section. For purposes of this section, state
means a state of the United States, the District of Columbia, the com-
monwealith of Puerto Rico, or any territory or possession of the United
States or any foreign country.

Sec. 30. Minnesota Statutes 1987 Supplement section 290.191, sub-
division 4, is amended to read:

Subd. 4. [APPORTIONMENT FORMULA FOR CERTAIN MAIL ORDER
BUSINESSES.] If the business consists exclusively of the selling of tangible
personal property and services in response to orders received by United
States maii or telephone, and 100 99 percent of the taxpayer’s property and
payroll 1s within Minnesota, then the taxpayer may apportion net income
o Minnesota based solely upon the percentage that the sales made within
this state in connection with the trade or business during the tax period
are of the total sales wherever made in connection with the trade or business
during the tax period. Property and payroll factors are disregarded. In
determining eligibility for this subdivision, the sale not in the ordinary
course of business of tangible or intangible assets used in conducting busi-
ness activities must be disregarded. Fhis subdivision is repealed effective
for taxeble years beginning after December 34 1088

Sec. 31. Minnesota Statutes 1987 Supplement, section 290.191, sub-
division 5, is amended to read:

Subd. 5. [DETERMINATION OF SALES FACTOR.] &) For purposes
of this section, the following rules apply in determining the sales factor.

&} (a) The sales factor includes all sales, gross earnings, or receipts
received-in the ordinary course of the business, except that the following
types of income are not included in the sales factor:

(1} interest,;

(2) dividends;
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(3) sales of capital assets as defined in section 1221 of the Internal
Revenue Code of 1986, as amended through December 31, 1987,

(4) sales of property used in the trade or business, except sales of leased
property of a type which is regularly sold as well as leased;

(5) sales of debt instruments as defined in section 1275(a)(1) of the
Internal Revenue Code of 1986, as amended through December 31, 1987,
or sales of stock; and

{6) royalties, fees, or other hke income of a type which qualify for a
subtraction from federal taxable income under section 290.01, subdivision
19(d)(11).

{(b) Sales of tangible personal property are made within this state if the
property is received by a purchaser at a point within this state, and the
taxpayer is taxable in this state, regardless of the f.o.b. point, other con-
ditions of the sale, or the ultimate destination of the property.

(c) Tangible personal property delivered to a common or contract carrier
or foreign vessel for delivery to a purchaser in another state or nation is a
sale in that state or nation, regardless of f.o.b. point or other conditions of
the sale.

(d) Notwithstanding paragraphs (b) and (c), when intoxicating liguor,
wine, fermented malt beverages, cigarettes, or tobacco products are sold
to a purchaser who is licensed by a state or political subdivision to resell -
this property only within the state of ultimate destination, the sale is made
in that state.

(e) Sales made by or through a corporation that is qualified as a domestic
international sales corporation under section 992 of the Internal Revenue
Code are not considered to have been made within this state,

(f) Sales; other than sales of tangible personal propesrty; are made in this
state if the property is used; or the benefits of the services are consumed;
in this state- I the property i5 used or the benefits of the servieces are
eopsrmed in more than one states the sales must be apportioned pro rata
according to the portion of use er consumption of benefits in this state-

Sales, rents, royalties, and other income in connection with real property
is attributed to the state in which the property is located.

{g) Receipts from the lease or rental of tangible personal property,
including finance leases and true leases, must be attributed to this state
if the property is located in this state and to other states if the property
is not located in this state. Moving property including, but not limited to,
motor vehicles, rolling stock, aircraft, vessels, or mobile equipment is
located in this state if:

(1) the operation of the property is entirely within this state; or

{2) the operation of the property is in two or more states and the principal
base of operations from which the property is sent out is in this state.

{h} Royalties and other income not described in paragraph (a)(6) received
for the use of or for the privilege of using intangible properry, including
patents, know-how, formulas, designs, processes, patterns, copyrights, trade
names, service names, franchises, licenses, contracts, customer lists, or
similar items, must be atiributed to the state in which the property is used
by the purchaser. If the property is used in more than one state, the royalties
or other income must be apportioned to this state pro rata according to



78TH DAY] TUESDAY, MARCH 29;.1988 - 6853

the portion of use in this state. If the portion of use in this state carnot
be determined, the royalties or other income must be excluded from both

. the numerator and the denominator. Intangible property is used in this
state if the purchaser uses the intangible property or the rights therein in
the regular course of its business opemnons in this state, regardless af
the location of the purchaser’s customers. :

(i) Sales of intangible property are made within the-state in wh:ch the .
property is used by the purchaser. If the property is used in more than one
- state, the sales must be apportioned to this state pro rata according to the -
portion of use in this state. If the portion of use in this state cannot be
determined, the sale must be excluded from both the numerator and the
denominator of the sales factor. Intangible'prOperty is used in this state if
the purchaser used the iniangible property in the regular course of its
bitsiness operations in this state.

() Receapts from the performance of services must be atiributed to the
state in which the benefits of the services are consumed. If the benefirs
are consumed in more than one state, the receipts from those benefits must
be appornoned to this state pro rata according to the portion of the beneﬁa‘s
consumed in this siate. If the extent to which the benefits of services are
consumed in this state is not readily determinable, the benefits of the
services shall be deemed to be consumed at the location of the office of
the customer from which the sefvices were ordered in the regular course
of the customer’s trade or business. If the ordering office cannot be deter-
mined, the benefits of the services shall be deemed to be consumed at the
office of the customer to which the services are billed. :

Sec. 32. Minnesota Statutes 1987 Supplcment section 290 191, sub-
division 6, is amended to read:

Subd. 6. [DETERMINATION OF RECEIPTS FACTOR FOR FINAN-
CIAL INSTITUTIONS.] (a) For purposes of this section, the rules in this
subdivision and subdivisions 7 and 8 apply in determining the receipts
factor for financial institutions.

(b) “Recclpts” for this purpose means gross income, mcludmg net taxable
gain on disposition of assets, including securities and money market trans-
aetiens instruments, when derived from transactions and activities in the
regular course of ‘the taxpayer’s trade or business.

- {c) “Money market instruments” means federal funds sold and securities\
purchased under agreements to resell, commercial paper, banker’s accep-
tances, and purchased certificates of deposit and similar instruments to the
extent that the instruments are reflected as assets under generally accepted
.accounting principles.

{d) “Securities” means United States Treasury securities, obligations of
United States government agencies and corporations, obligations of state
and political subdivisions, corporate stock and other securities, participa-
tions in securities backed by mortgages held by United States or state
government agencies, loan-backed securities and similar investments to the
extent the investments are reflected as assets under generally accepted
accounting principles. ‘

(e) Receipts from the lease or rental of real or tanglble personal property,
including both finance leases and true leases, must be attributed to this
state if the property is located in this state. Tanglble personal property that
is charactcrlstlcally movmg property, such as metor vehicies, rolling slock
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aircraft, vessels, mobile equipment, and the like, is considered to be located
in a state if: ‘ ‘

(1) the operation of the property is entirely within the state; or

(2) the-operation of the property is in two or more states, but the principél
base of operations from which the property is sent out is in the state.

.. {f) Interest income and other receipts from assets in the nature of loans.
that are secured primarily by real estate or tangible personal property must
be attributed to this state if the security property is located in this state
under the principles stated in paragraph (e).

(g) Interest income and other receipts from consumer loans not secured
by real or tangible personal property that are made to residents of this state,
whether at a place of business, by traveling loan officer, by mail, by tele-
phone or other electronic means, must be attributed to this state.

(h) Interest income and other receipts from commercial loans and install-
ment obligations not secured by real or tangible personal property must be
attributed to this state if the proceeds of the loan are to be applied in this
state. If it cannot be determined where the funds are to be applied, the
income and receipts are attributed to the state-in which the business i
avsistance in preparing the loan application) or submission of a completed
loan application; whichever eceurs first there is located the office of the
borrower from which the application would be made in the borrower from
which the application would be made in the regular course of business. If
this cannot be determined, the transaction is disregarded in the appor-
tionment formula.

(i) Interest income and other receipts from a participating financial tnsti-
tution’s portion of participation loans must be attributed under paragraphs
(e) to (h). A participation loan is.a loan.in-which more than one lender is
a creditor to a common borrower. ‘

(j) Interest income and other receipts including service charges from
financial instituticn credit card and travel and entertainment credit card
receivables and credit card holders’ fees must be attributed to the state to
which the card charges and fees are regularly billed.

(k) Merchant discount income derived from financial institution credit
card holder transactions with a merchant must be attributed to the state in
which the merchant is located. In the case of merchants located within and
outside the state, only receipts from merchant discounts attributable to sales
made from locations within the state are attributed to this state. It is pre-
sumed, subject to rebuttal, that the location of a merchant-is the address
shown on the invoice submitted by the merchant to the taxpayer.

(1) Receipts from the performance of fiduciary and other services must
be attributed to the state in which the benefits of the services are consumed.
If the benefits are consumed in more than one state, the receipts from those
benefits must be apportioned to this state pro rata according to the portion
of the benefits consumed in this state. If the extent to which the benefits
of services are consumted in this state is not readily determinable, the
benefits of the services shall be deemed to be consumed at the location of
the office of the customer from which the services were ordered in the
regular course of the customer’s trade or business. If the ordering office
cannot be determined, the benefits of the services shall be deemed to be
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consumed at the office of the customer to which the services are billed.

(m) Receipts from the issuance of travelers checks and money orders
must be attributed to the state in which the checks and money orders are
purchased.

(n) Receipts from investments of a financial mst1tut10n in securities of
this state, its political subdivisions, agencies, and instrumentalities must
be attributed to this state. : :

(o) Receaprs from a financial institution’s interest in any property described
in section 290.015, subdivision 3, paragraph (b), is not included in the
numerator or the denominator of the receipts factor provided the financial
institution’s activities within this state with respect ro any interest in such
property are limited in the manner provided in section 290.015, subdivision
3, paragraph (b). If a financial institution is subject to tax under this
chaprer, its initerest in property described in section 290.015, subdivision
3, paragraph (b), is included in the receipts factor in the same manner as
assets in the nature of securities or money market instruments are included
under paragraph (n) and section 290.191, subdivision 7.

Sec. 33. Minnesota Statutes 1987 Supplement sectxon 290.191, sub-
division. 11, is amended to read:

Subd. 11. (FINANCIAL INSTITUTIONS; PROPERTY FACTOR ] (@)
For financial institutions, the property factor includes, as well as tanglble
property, intangible property as set forth in this subdivision.

(b) Intanglble personal property must be included at its tax basis for
federal income tax purposes.

(©) Goodw1ll must not be included in the property factor.

~ {(d) Coin and currency located in this state must be attributed to this
state. ‘

{e) Lease financing receivables must be attributed to this state if and to
the extent that the property is located within this state.

(f) Assets in the nature of loans that are secured by real or tangible
personal property must be attributed to this state if and to the extent that
the security property is located within this state,

(g) Assets in the nature of consumer loans and installment obligations
that are unsecured or secured by intangible property must be attributed to
this state if the loan was made to a resident of this state,

(h) Assets in the nature of commercial loan and installment obligations
that are unsecured or secured by intangible property must be attributed to
this state if the loan proceeds of the loan are to be applied in this state. If
it cannot be determined where the funds are to be applied, the assets must
be attributed to the state in which the business apphied for the Joan- “Apptied
for> meens initial inquiry Gaeluding customer assistance in preparing the
loan apphention) or subﬁﬂsﬁeﬁ of a completed loan application; whichever
eecenss first there is located the office of the borrower from which the
application would be made in the regular course of business. If this cannot
be determined, the transaction is disregarded in the apportionment formula.

(i) A participating financial institution’s portion of a participation loan
must be attributed under paragraphs (e) to (h).

(j) Financial institution credit card and travel and entertainment credit
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card receivables must be attributed to the state to which the credit card
charges and fees are regularly billed.

(k) Receivables arising from merchant discount income derived from
financial institution credit card holder transactions with a merchant are
attributed to the state in which the merchant is located. In the case of
merchants located within and without the state, only receipts from merchant
discounts attributable to sales made from locations within the state are
attributed to this state. It is presumed, subject to rebuttal, that the location
of a merchant is the address shown on the invoice submitted by the merchant
“to the taxpayer. :

(I} Assets in the nature of securities and money market instruments are
apportioned to this state based upon the ratio that total deposits from this
state, its residents, its political subdivisions, agencies and instrumentalities .
bear to the total deposits from all states, their residents, their political
subdivisions, agencies and instrumentalities. In the case of an unregulated
financial institution subject to this regulation, the reeeipts assets are appor-
tioned to this state based upon the ratio that its gross business income

_-earned from sources within this state bears to gross business income earned
from sources within all states. For purposes of this subsection, deposits
made by this state, its residents, its political subdivisions, agencies, and
instrumentalities are attributed to this state, whether or not the deposits
are accepted or maintained by the taxpayer at locations within this state.

(m) A financial institution’s interest in any property described in section
290.015, subdivision 3, paragraph (b), is not included in the numerator
or the denominator of the property factor provided the financial institution’s
activities within this state with respect to any interest in such property are
limited in the manner provided in section 290.015, subdivision 3, para-
graph (b}. If a financial institution is subject to tax under this chapter, its
interest in property described in section 290.015, subdivision 3, paragraph
(B), is included in the property factor in the same manner as assets in the
nature of securities or money market instruments are included under clause

(7). .

Sec. 34. Minnesota Statutes 1987 Supplement, section 290.21, subdi-
vision 3, is amended to read:.

Subd. 3. An amount for contribution or gifts made within the taxable
year: '

{a) to or for the use of the state of Minnesota, or any of its political
subdivisions for exclusively public purposes, :

(b) to or for the use of any community chest, corporation, organization,
trust, fund, association, or foundation located in and carryifig on substan-
tially all of its activities within this state, organized and operating exclu-
sively for religious, charitable, public cemetery, scientific, literary, artistic,
or educational purposes, or for the prevention of cruelty to children or
animals, no part of the net earnings of which inures to the benefit of any
private stockholder or individual,

(c) to a fraternal society, order, or association, operating under the lodge
“system located in and carrying on substantially ail of their activities within
this state if such contributions or gifts are to be used exclusively for the
purposes specified in clause (b); or for or to posts or organizations of war
veterans or auxiliary units or societies of such posts or organizations, if
they are within the state and no part of their net income inures to the benefit
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of any private shareholder or individual,

(d) to or for the use of the United States of America for exclusively
public purposes if the contribution or gift consists of real property located
in Minnesota,

(e) to or for the use of a foundation if the foundation is organized and
operated exclusively for a purpose in clause (b), and has no part of its net
earnings inuring to the benefit of a private shareholder or individual, but
does not carry on substantially all of its activities within this state. The
deduction under this clause equals the amount of the corporation’s con-
tributions or gifts to the foundation within the taxable year multiplied by
a fraction equal to the ratio of the foundarion’s rotal expenditures during
the taxable year for the benefit of organizarions described in clause (b)
to the foundation’s total expenditures during the taxable year.

(f) the total deduction hereunder shall not exceed 15 percent of the
taxpayer’s taxable net income less the deductions allowable under this sec- -
tion other than those for contributions or gifts, .

€ (g) in the case of a corporation reporting its taxable income on the
accrual basis, if: (A) the board of directors authorizes a charitable contri-
bution during any taxable year, and (B) payment of such contribution is
made after the close of such taxable year and on or before the fifteenth day
of the third month following the close of such taxable year; then the taxpayer
may elect to treat such contribution as paid during such taxable year. The .
election may be made only at the time of the filing of the return for such
taxable year, and shall be signified in such manner as the commissioner
shall by rules prescribe.

Sec. 35. Minnesota Statutes 1987 Supplement, section 290.21, subdi-
vision 4, is amended to read:

Subd. 4. (a) Eighty percent of dividends received by a corporation during
the taxable year from another corporation, in which the recipient owns 20
percent or more of the stock, by vote and-value, not including stock described
in section 1504(a)(4)} of the Internal Revenue Code of 1986, as amended
through December 31, 1987, when the corporate stock with respect to
which dividends are paid does not constitute the stock in trade of the
taxpayer or would not be included in the inventory of the taxpayer, or does
not constitute property held by the taxpayer primarily for sale to customers
in the ordinary course of the taxpayer’s trade or business, or when the trade
or business of the taxpayer does not consist principally of the holding of
the stocks and the coilection of the income and gains therefrom. The remain-
of all the voting stock of the other corporation and the dividends were paid
from income arising out of business done in this state by the corperation
out of business done within and witheut this state; then a propertion of
the remainder shal be allowed 88 a deduction- The propeortion must be that

- which the amount of the taxable net income of the eorporation paying the
. dividends assignable or alocable to this state bears to the entire net income
of the corporation- The amounts must be determined by the returns under
this chapter of the corporation paying the dividends for the taxable vear
the smeunt of remainder clatmed as & deduction has been received from

ineome arising out of business dene in this state- : o
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£b) H the trade er busiress ef the taxpayer consists prineipally of the
helding of the stocks and the eolleetion of the income and gains therefrom;
dividends received by a corporatien during the taxable yeer from another

1of; i the recipient owns 80 percent or more of all the voting stock
of the other eorperation; from inreeme arising out of business done in this
then a propertien of the dividends shall be aHowed as a deduction- The
prepertion must be that which the amount of the taxable net income of the
eorporation paying the dividends assignable or allocable to this state bears
to the entire pet income of the corporatton- The amounts must be determined
by the returas under this chapter of the corporation paying the dividends
for the taxable year preceding their distribution- The burden is on the
taxpayer to show that the amount of dividends claimed as a deduction has
been received from income arising out of business done in this state-r

(b) Seventy percent of dividends received by a corporation during the
taxable vear from another corporation in which the recipient owns less
than 20 percent of the stock, by vote or value, not including stock described
in section 1504(a)(4) of the Internal Revenue Code of 1986 as amended
through December 31, 1987, when the corporate stock with respect to
which dividends are paid does not constitute the stock in trade of the
taxpayer, or does not constitute property held by the taxpayer primarily
for sale 1o customers in the ordinary course of the taxpayer's irade or
business, or when the trade or business of the taxpayer does not consist
principally of the holding of the stocks and the collection of income and
gain therefrom.

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

The dividend deduction provided in this subdivision does not apply to a
dividend from a corporation which, for the taxable year of the corporation
in which the distribution 1s made or for the next preceding taxable year of
the corporation, is a corporation exempt from tax under section 501 of the
Internal Revenue Code of 1986, as amended through December 31, 1986.

The dividend deduction provided in this subdivision applies to the amount
of regulated investment company dividends only to the extent determined
under section 854(b) of the Internal Revenue Code of 1986, as amended
through December 31, 1986.

The dividend deduction provided in this subdivision shall not be allowed -
with respect to any dividend for which a deduction is not allowed under
the provisions of section 246(c) of the Internal Revenue Code of 1986, as

- amended through December 31, 1986,

(d) If dividends received by a corporation that does not have nexus with
Minnesota under the provisions of Public Law Number 86-272 are included
as income on the return of an affiliated corporation permitted or required
to file a combined report under section 290.34, subdivision 2, then for
purposes of this subdiviston the determination as to whether the trade or
business of the corporation consists principally of the holding of stocks
and the collection of income and gains therefrom shall be made with
reference to the trade or business of the affiliated corporation having a
nexus with Minnesota.
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(e) The deduction provided by this subdivision does not apply if the
dividends are paid by a FSC as defined in section 922 of the Internal
Revenue Code of 1986, as amended through December 31, 1986.

(f) If one or more of the members of the unitary group whose income is
included on the combined report received a dividend, the deduction under
this section for each member of the unitary business requirved to file a
return under this chapter is the product of: (1) 100 percent of the dividends
received by members of the group; (2) 80 percent or 70 percent, pursuant
to paragraphs {a) or (b) of this subdivision; and (3} the percentage of the
taxpayer’s business income apportionable to this state for the taxable year
under sections 290.191 or 290.20.

Sec. 36. Minnesota Statutes 1987 Supplement, section 290.34, subdi-
vision 2, is amended to read: :

Subd. 2. [AFFILIATED OR RELATED CORPORATIONS, COMBINED
REPORT.] ta) When a corporation which is required to file an income tax
return is affiliated with or related to any other corporation through stock
ownership by the same interests or as parent or subsidiary corporations,
or has its income regulated through contract or other arrangement, the
commissioner of revenue may permit or require such combined report as,
in the commissioner’s opinion, is necessary in order to determine the taxable
net income of any one of the affiliated or related corporations.

(b) If a corporation has been divested from the uniary group and is
ineluded in a combined report foF a fractional part of the common account-
attributed to the corporation in the apportionment formula must be prorated
oF separately accounted and must show for what part of the aceounting

{e) The combined report shall refleet the income of the entire unitary
business as provided in section 20017 subdivision 4= I a eerporation has
for a fractional part of the common sccounting period that the combined
necome for that part of the year

Sec. 37. Minnesota Statutes 1987 Supplement, section 290.35, subdi-
viston 2, is amended to read: .

Subd. 2. [APPORTIONMENT-OF TAXABLE NET INCOME.] The com-
missioner shall compute therefrom the taxable net income of such com-
panies by assigning to this state that proportion thereof which the gross
premiums collected by them during the taxable year from old and new
business within this state bears to the total gross premiums collected by
them during that year from their entire old and new business, including
reinsurance premiums; provided, the commissioner shall add to the taxable
net income so apportioned to this state the amount of any taxes on premiums
paid by the company by virtue of any law of this state (other than the
surcharge on preminms imposed by sections 69.54 to 69.56) which shall
have been deducted from gross income by the company in arriving at its
total net income under the provisions of such act of congress.

{a) For purposes of determining the Minnesota apportionment percent-
age, premiums from reinsurance contracts assured from companies domi-
eiled in Minnesota and premiurms in connection with property in or liability
arising out of activity in, or in connection with the lives or health of
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Minnesota residents shall be assigned to Minnesota and premiums from
reinsurance contracts asstsned from companies domiciled outside of Min-
neseta and premiums in connection with property in or liability arising out
of activity in, or in connection with the lives or health of non-Minnesota
residents shall be assigned outside of Minnesota. Reinsurance premiums
are presumed to be received for a Minnesota risk and are assigned to
Minnesota, if: .

(1) the reinsurance contract is assumed for a company domiciled in
Minnesota, and

(2) the taxpaver, upon request of the commissioner, fails to provide reli-
able records indicating the reinsured contract covered non-Minnesota risks.
For purposes of this paragraph, "Minnesota risk” means coverage in
connection with property in or liability arising out of activity in Minnesota,
or in connection with the lives or health of Minnesota residents.

. (b) The apportionment method prescribed by paragraph (a) shall be
presumed to fairly and correctly determine the taxpayer’s taxable net income.
If the method prescribed in paragraph (a} does not fairly reflect all or any
part of taxable net income, the taxpayer may petition for or the commis- .
sioner may require the determination of taxable net income by use of
another method if that method fairly reflects taxable net income. A petition
within the meaning of this section must be filed by the taxpayer on such
form as the commissioner shall require.

Sec. 38. Minnesota Statutes 1987 Supplement, section 290.37; subdi-
viston 1, is amended to read:

Subdivision 1. [PERSONS MAKING RETURNS.] (a) A taxpayer shall
file a return for each taxable year the taxpayer is required to file a return
under section 6012 of the Internal Revenue Code of 1986, as amended
through December 31, 1986, except that an individual who is not a Min-
nesota resident for any part of the year is not required to file a Minnesota
income tax return if the individual’s gross income derived from Minnesota
sources under sections 290.081, paragraph (a), and 290.17, is less than
the filing requirements for a smgle individual who is a full year resident
of Minnesota. '

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

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

. Every corporation shall file a return, if the corporation is subject to the
state’s jurisdiction to tax under section 290.014, subdivision 5, except that
a foreign operating corporation as defined in section 290.01, subdivision
6b, is not required to file a return. The return in the case of a corporation
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must be signed by a person designated by the corporation. The commis-

sioner may adopt rules for the filing of one return on behalf of the members

of an affiliated group of corporations that are required to file a combined
report if the affiliated group includes a bank subject to tax under this

chapter. Members of an affiliated group that elect to file one return on

behalf of the members of the group under rules adopted by the commis-

sioner may modify or rescind the election by filing the form required by

the commissioner.

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

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

Sec. 39. Minnesota Statutes 1987 Supplemenl section 290 371, sub-
division 1, is amended to read:

“Subdivision 1. [REPORT REQUIRED.] Every corporation that, during
any calendar year or fiscal accounting year ending beginning after Decem-
ber 31, 1986, earried on any setivity or owned or matntained any property
m%hi&st&te—a&lessspee&ﬁe&ﬂye*emptedundersubdm%obmmed
any business from within this state as described in section 290.015, sub-
division 1, with the exception of:

(1) activity levels lower than those set forth in section 290.015, sub-
division 2, paragraph (b); or

(2) activities described in secnon 290.015, subdmsmn 3, paragraph
(b); or

(3) corporations specifically exempted under subdivision 3 of this sec-
tion, must file a notice of business activities report, as provided in this
section. Filing of the report is not a factor in determining whether a cor-
poration is subject to taxation under this chapter

Sec. 40. Minnesota Statutes 1987 Supplement section 290.371, sub-
division 3, is amended to read:

Subd. 3. [EXEMPTIONS.] A corporation is not requ1red to file a notlcc
of business activities report if:

(1) by the end of an accounting period for which it was otherwise required
to file a notice of business activities report under this section, it had received
a certificate of authority to do business in this state;

(2) a timely return or repoi't has been filed under section 290.05, sub-
division 4; or 290.37; or

.(3) the corporation is exempt from taxation under this chapter pursuant
to section 290.05, subdivision 1, or

(4) the corporation’s activities in Minnesota, or the interests in property
which it owns, consist solely of activities or property exempied from juris-
diction to tax under section 290.015, subdivision 3, paragraph (b).

Sec. 41. Minnesota Statutes 1987 Supplement, section 290.371, sub-
division 4, is amended to read: : .
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Subd. 4. [ANNUAL FILING.] Every corporation not exempt under sub-
division 3 must file annually a notice of business activities report, including
‘such forms as the commissioner may require, with respect to al er any
part of each of its calendar or fiscal accounting years beginning after
December 31, 1986, on or before the 15th day of the fourth month after
the close of the calendar or fiscal accounting year.

Sec. 42. Minnesota Statutes 1987 Supplement, section 290.371, sub-
division 5, is amended to read:

Subd. 5. [FAILURE TO FILE TIMELY REPORT.] (a) Any corporation
required to file a notice of business activities report does not have any
cause of action upon which it may bring suit under Minnesota law unless
the corporation has filed a notice of business activities report.

(b) The failure of a corporation to file a timely report prevents the use
. of the courts in this state, excepr regarding activities described in subdi-
vision 3, clause (4), for all contracts executed and all causes of action that
arose at any time before the end of the last accounting period for which
the corporation failed to file a required report.

(c) The tourt in which the issues arise has the power to excuse the
corporation for its failure to file a report when due, and restore the cor-
poration’s cause of action under the laws of this state, if the corporation
has paid all taxes, interest, and civil penalties due the state for all periods,
or provided for payment of them by adequate security or bond approved
by the commissioner.

{d) Notwithstanding the provisions of section 290.61, the commissioner
may acknowledge whether or not a particular corporation has filed with
the commissioner reports or returns required by this chapter if the
acknowledgement:

(1) is to a party in a civil action;

{2) relates to the filing status of another party in the same civil action;
and

(3} is in response to a written request accompanied by a copy of the
summons and complaint in the civil action.

Sec. 43. Minnesota Statutes 1986, section 290.50, subdivision 3, is
amended to read:

Subd. 3. [EXCEPTIONS.] This section shall not be construed so as to
disallow:

(a) a net operating loss carryback to any taxable year authorized by

section 290.095 or section 172 of the Internal Revenue Code of 1954, as

_amended through December 31, 1985, but the refund or credit shall be
limited to the amount of overpayment arising from the carryback;

(b) a capital loss carryback by a corporation under Minnesota Statutes
1986, section 290.16, provided that the claim for refund or credit is made
prior to the expiration of the 15th day of the 45th month following the end
of the taxable year of the net capital loss which results in the carryback,
plus any extension of time granted for filing the return, but only if the
return was filed within the extended time, and the refund or credit is limited
to the amount of overpayment arising from the carryback.

Sec. 44. Minnesota Statutes 1987 Supplement, section 290.9725, is
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amended to read:

290.9725 [&EGFION%SMELBQS-LNESSG@R—P@RASF{QNS
CORPORATIONS .|

For purposes of this chapter, the term “S corporation” means any cor-
poration having a valid election in effect for the raxable year under section
1362 of the Internal Revenue Code of 1986, as amended through December
31, 4986; 1987. An S corporation shall not be subject to the taxes lmposed
by "this chapter, except:

(—l—}theeefpefaﬁeﬁtssubjeettefhefa*fmpesedaﬂdefsee&eﬂm%

EE—)theee@eraﬂena&&ub;eeHe%he%&*&mpesed&ndersee&e&%Q@—@%
in any tax period in which it recognizes income for federal income tax
uﬂdﬁh&m&lkﬂ&m@ﬁ%—ﬁ%&m%—%a%—

. the eorperation within the meaning of seetion 290-01; subdivision 13- the
provisions of seetions 200-04; subdivisiens 9a to 19f and 29017 to
20020, must be employed to determtine the taxable net income of the
corporation; and the taxable ret income of the corporation 16 s taxable
ineootne; except that any net operating loss carryforward that arese i a
year when there was no election in effect under Seetion 1362 of the Internal
Revenue Code is allowed as a deduetion the taxes imposed under sections .
290.92, 290.9727, 290.9728, and 290.9729.

Sec. 45. [290.9727] [TAX ON CERTAIN'BUILT—IN GAINS.]

Subdivision 1. [TAX IMPOSED.] For a corporation electing § corpo-
ration status pursuant to section 1362 of the Internal Revenue Code of
1986, as amended through December 31, 1987, after December 31, 1986,
and having a recognized built-in gain as defined in section 1374 of the
Internal Revenue Code of 1986, as amended through December 31, 1987,
there is imposed a tax on the taxable income of such § corporation, as
defined in this section, at the rate prescribed by section 290.06, subdivision
1. This section does not apply to any corporation having an S election in
effect for each of its taxable years. An S corporation and any predecessor
corporation must be treated as one corporation for purposes of the pre-
ceding sentence. .

Subd. 2. [TAXABLE INCOME.] For purposes of this section, taxable
income means taxable net income less the deduction for net operating loss
carryforwards as provided by this section.

.Subd. 3. [TAXABLE NET INCOME.] For purposes of this section,
taxable net income means the lesser of.

(1) the recognized. built-in gains of the S corporation for the taxable
vear, as determined under section 1374 of the Internal Revenue Code of
1986, as amended through December 31, 1987, subject to the modifications
provided in section 290.01, subdivisions 19¢ and 19f, that are allocable
to this state under section 290.17, 290,191, or 290.20; or

(2) the amount of the S corporation’s federal taxable income, as deter-
mined under section 1374{d)(4) of the Internal Revenue Code of 1986, as
amended through December 31, 1987, subject to the provisions of section
290.01, subdivisions 19¢ ro 191, that is allocable 1o this state under section
290.17,290.191, or 290.20, less the deduction for chantab[e contributions
in section 290. 21 subdivision 3.
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Subd. 4. INET OPERATING LOSS CARRYFORWARD.] A net operating
loss carryforward, as determined under section 290.095, arising in a
taxable year before the corporation elected S corporation status, shall be
allowed as a deduction against the lesser of the amounts referred to in
subdivision 3, clauses (1) and (2). For purposes of determining the amount
of any such loss that may be carried to later taxable years, the lesser of
the amounts referred to in subdivision 3, clauses (1) and (2) shall be treated
as taxable income.

"Sec. 46. [290.9728] [TAX ON CAPITAL GAINS.] -

Subdivision 1. [TAX IMPOSED.] There is imposed a tax on the taxable
income of a corporation that has:

{1} elected S corporation status pursuant to section 1362 of the Internal
Revenue Code of 1954, as amended through December 31, 1987, before
January 1, 1987,

(2) a net capital gain for the taxable year (1) in excess of $25,000 and
(2} exceeding 50 percent of the corporation's federal taxable mcome for
the taxable year; and

(3) federal raxable income for the taxable year exceeding 325 ,000.

The tax is imposed at the rate prescribed by section 290.06, subdivision
. 1. For purposes of this section, “federal taxable income” means federal
taxable income determined under section 1374(4)(d) of the Internal Rev-
enue Code of 1954, as amended through December 31, 1987. This section
does not apply to an § corporation which has had an election under section
1362 of the Internal Revenue Code of 1954, as amended through December
31, 1987, in effect for the three immediately preceding taxable years. This
section does not apply to an S corporation that has been in existence for
less than four taxable years and has had an election in effect under section
1362 of the Internal Revenue Code of 1954, as amended through December
31, 1987, for each of the corporation’s taxable years. For purposes of this
section, an S corporation and any predecessor corporatmn are treated as
one corporation.

Subd. 2. [TAXABLE INCOME 1 For purposes of this secuon raxable
income means the lesser of: -

(1) the amount of the net capital gain of the S corporation for the taxable
vear, as determined under sections 1222 and 1374 of the Internal Revenue
Code of 1954, as amended through December 31, 1987, and subject to
the modifzcanons provided in section 290.01, subdivisions 19¢ and I 9f, in
excess of 325,000 thar is allocable to this state under section 290,17,
290.191, or 290.20; or

{2) the amount of the S corporation’s federal taxable income, subject to

- the provisions of section 290.01, subdivisions 19c to 19f, that is allocable

to this state under section 290.17, 290.191, or 290.20, less the deduction
for charitable contributions in section 290.21, subdivision 3.

Sec. 47. [290.9729] [TAX ON PASSIVE INVESTMENT INCOME.]

© Subdivision']. [TAX IMPOSED. ] There is 1mposed a tax for the taxable
year on the taxable income of an S corporation, if for the taxable year an
S corporation has:

(1) subchapter C earmngs and profits at the close of such taxable year,' )
and -



78TH DAY] TUESDAY, MARCH 29,_ 1988 6865

(2) gross receipts more than 25 percent of which are passive investment
income.

- The tax is imposed'at the rate prescribed by section 290.06, subdivision
S The-terms subchapter C earmngs and profits,” “passive investment
income,” and “gross receipts” have the same meanings as when used in
sections 1362(d)(3) and 1375 of the Internal Revenue Code of 1986, as

amended through December 31, 1987.

Subd. 2. [TAXABLE INCOME.] For the purposes of this section, taxable
income means the lesser of:

(1) the amount of the 8 corporation’s excess net passive income, as
determined under section 1375 of the Internal Revenue Code of 1986, as
amended through December 31, 1986, subject to the provisions of section
290.01, subdivisions 19c to 191, that is allocable to this state under section
©290.17, 290.191, or 290.20; or

(2) the amount of the § corporation’s federal taxable income, as deter-
" mined under section 1374(d)(4) of the Internal Revenue Code of 1986, as
amended through December 31, 1987, subject to the provisions of section
290.01, subdivisions 19¢ to 19f, that is allocable to this state under section
290.17,290.191,.0r 290,20, less the deducnonforchantable contributions -
in section 290.21, subdivision 3. :

Subd. 3. [WAIVER OF TAX.] The tax lmpOsed by this section shall be
waived if the taxpayer receives a waiver for federal income tax purposes
under section 1375(d) of the Internal Revenue Code of 1 986, -as amended
through December 31, 1987.

‘Sec. 48. Minnesota Statutes 1987 Supplement section 298.01, subd1~
vision 3, is amended to read:

Subd. 3. [OCCUPATION TAX; OT HER ORES.] Every person engaged
in the business of mining or producmg ores, except iron ore or taconite’
concentrates, shall pay an occupation tax to the state of Minnesota as
provided in this subdivision. The tax is measured by the person’s taxable -
income for the year for which the tax is imposed, and computed in the
manner and at the rates provided in chapter 290, except that seetion sections
290.01, subdivision 19¢, clause (11), 290,01, subdivision 19d, clause (7),
and 290.05, subdivision 1, clause (a), dees do not apply. Corporations and
individuals shall be subject to the alternative minimum taxes imposed under
chapter 290. The tax is in addition to all other taxes and is due and payable
on or before June 15 of the year succeedmg the calendar year covered by'
the report requlred by section 298.05."

* Sec. 49. Minnesota Statutes 1987 Supp!ement section 298.01 subdm—
sion 4, is amended to read:

Subd. 4. [OCCUPATION TAX; IRON ORE; TACONITE CONCEN-
. TRATES.] A person engaged.in the business of mining or producing of
iron ore or taconite concentrates shall pay an cccupation tax to the state
of Minnesota. The tax is measured by the perSon’s taxable income for the
year for which the tax is imposed, and computed in the manner and at the
rates provided for in chapter 290, except that seetion sections 290.01,

subdivision 19¢, clause (11}, 290.01, subdivision 19d, clause (7), and
290.05, subdivision 1, clause (a), deee do not apply. Corporations and
individuals shall be subject to the alternative minimum taxes imposed under
chapter 290. The tax is in addition to all other taxes and is due and payable
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~ on or before June 15 of the year succeeding the calendar year covered by
the report required by section 298.05.

Sec. 50. [298.402] [NET OPERATING LOSSES.]

For purposes of the computation under section 298.40, subdivision 1,

clause (b), a net operating loss incurred in a taxable year beginning after

~ December 31, 1986, is a net operating loss carryover to each of the 15
taxable years following the taxable year of the loss, in accordance with
section 290.095. A net operating loss incurred in a taxable year beginning
after December 31, 1981, and before January 1, 1987, is a net operating
loss carryover to taxable years beginning after December 31, 1986, not
to exceed the five taxable years following the taxable year of the loss, in
accordance with section 290.095. No net operating loss carryback is allowed
for a net operating loss mcurred in a taxable year beginning after Decem-
ber 31, 1986.

Sec. 51. Minnesota Statutes 1987 Supplement, section 299.01, subdi-
viston 1, is amended to read: '

Subdmsnon 1. There shall be levied and collected upon all royalty received
during each calendar year for permission to explore, mine, take out and

. remove iron ore or taconites from land in this state, a tax of 15 percent = -

before January 1, 1986, a tax of 14.5 percent after December 31, 1985,
“and before January 1, 1987, and a tax of 14 percent after December 31
1986.

Sec. 52. Minnesota Statutes 1986, section 303.03, is amended to read:

303.03 [FOREIGN CORPORATIONS MUST HAVE CERTIFICATE OF
AUTHORITY]

No foreign corporauon shall transact business in this state unless it holds
a certificate of authority so to do; and no foreign corporation whose cer-
‘tificate of authority has been revoked or canceled pursuant to the provisions
of this chapter shall be entitled to obtain a certificate of authority except
in accordance with the provisions of section 303.19. This section does not
establish standards for those activities that may subject a foreign corpo-
ration to taxation under section 290.015 and o the reporting requirements
- of section 290.371. Without excluding other activities which may not con-
stitute transacting business in this state, and subject to the provisions of
sections 303.13 and 543.19, a foreign corperation shall not be considered -
- to be transacting business in this state for the purposes of this chapter solely
by reason of carrying on in this state any one or more of the following
activities:

.(a) Maintaining or defending any action or suit or any administrative or
arbitration proceeding, or effecting the settlement thereof or the settlement
of claims or disputes;

“(b) Holding meetmgs of its dlrectors or shareholders or carrymg on other
activities concerning its internal affairs;

~ {¢) Maintaining bank accounts;

(d) Maintaining offices or agenc1es for the transfer, exchange and reg-
istration of its securities, or appointing and mamtammg trustees or depos-
itaries with relation to its securities;

(e) Holding title to and managing real or personal property, or any mterest
" therein, situated in this state, as executor of the wili or admiristrator of
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the estate of any decedent, as trustee of any trust, or as guardian or con-
servator of the person or estate, or both, of any person; :

(f) Making, participating in, or investing in loans or creating, as borrower
or lender, or otherwise acquiring indebtedness or mortgages or other.secur-
ity interests in real or personal property; :

-(g) Securing or collecting its debts or enforcing any rights in property
securing them; or _ : :

" (h) Conducting an isolated transaction completed within a period of 30
days and not in the course of a number of repeated transactions of like
nature. . .

Sec. 53. [REPEALER. |
() Minnesota Statutes 1986, section 298.401, is repealed.
{b) Minnesota Statutes 1986, section 299.013, is repealed.

(c) Minnesota Statutes 1987 Supplement, section 290.2],Vsubdivision 8
is repealed. ) ‘

{d) Minnesota Statutes 1987 Supplement, section 290.371, subdivision
2, is repealed. o

Sec. 54. [EFFECTIVE DATE.] - o

Sections 1, 5, and 6 are effective January I, 1988. Sections 8, 9, 10,
12, clause (13), 29, 31, and 37 are effective for taxable years beginning
after April 30, 1989. Sections 13, clause (11), 24, and 53, paragraph (c),
are effective for taxable years beginning after June 30, 1988. Sections 2,
3,4, 30, 35, and 36 areeffective for taxable years beginning after Decem-
ber 31, 1987. Section 28 is effective for raxable years beginning after
December 31, 1987, except that the part relating to foreign operating
corporations is effective for taxable years beginning after April 30, 1989.

Sections 11, 12, clauses (2) and (3), 13, except for clause (11), 14 to
20,22, 23,27, 32, 33, 391047, 52, and 53, paragraph (d), are effective
for taxable years beginning after December 31, 1986. Section 21 is effec-
tive for taxable years beginning after December 31, 1986, except that the
part relating 1o the apportionment of the exemption amount among mem-
bers of a unitary group is effective for taxable years beginning after Decem-
ber 31, 1987. Section 25 is effective for taxable years beginning after
December 31, 1986, except that the part relating to the allowance of a
net operating loss for any taxable year to the extent of the apportionment
ratio of the loss year is effective for taxable vears beginning after December
31, 1987. Section 26 is effective for losses incurred in taxable years begin-
ning after December 31, 1987, and is repealed effective for taxable years
beginning after December 31, 1993. Sections 48 and 49 are effective for
ores mined after December 31, 1989. Section 50 is effective for ores mined
after December 31, 1986, and before January I, 1990. Section 53, para-
graph (a), is effective for ores mined after December. 31, 1989. Section
53, paragraph (b), is_effective for ores mined after December 31, 1986,
and supersedes the repealer in Laws 1987, chapter 268, article 9, section
43.
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ARTICLE 3
FEDERAL UPDATE

Section 1. Minnesota Statutes 1987 Supplement, section 290.01, sub-
division 4, is amended to read:

Subd. 4. [CORPORATIONS.] The term “corporation” shall include every
entity which is a corporation under section 7701(a)(3) or is treated as a
corporation under section 851(q) or 7704 of the Internal Revenue Code
of 1986, as amended through December 31, 3986 7987, and financial
institutions. A corporation’s franchise is its authorization to exist and con-
duct business, whether created by legislation, by executive order, by a
governmental agency, by contract or other private action, or by some com-
bination thereof. Every corporation is deemed to have a corporate franchise.
An entity described in section 646(b) of the Tax Reform Act of 1986,
Public Law Number 99-514, shall be classified in the same manner for
purposes of this chapter as it is for federal income tax purposes.

Sec. 2. Minnesota Statutes 1987 Supplement, section 290.01, subdivi-
sion 19, is amended to read:

Subd. 19. [NET INCOME.] The term “net income’” means the federal
taxable income, as defined in section 63 of the Internal Revenue Code of
1986, as amended through the date named in this subdivision, incorporating
any elections made by the taxpayer in accordance with the Internal Revenue
Code in determining federal taxable income for federal income tax pur-
poses, and with the modifications provided in subdivisions 19a to 19f.

. The Internal Revenue Code of 1986, as amended through Decémber 31,
1986, shall be in effect for taxable years beginning after December 31,
1986. The provisions of sections 10104, 10202, 10203, 10204, 10206,
10212, 10221, 10222, 10223, 10226, 10227, 10228, 10611, 10631, 10632,
and 10711 of the Budget Reconciliation Act of 1987, Public Law Number
100-203, shall be effective at the time they become effective for federal
income tax purposes.

The Internal Revenue Code of 1986, as amended through December 31,
1987, shall be in effect for taxable years beginning after Pecember 31,
1987, .

Except as otherwise provided, references to the Internal Revenue Code
in subdivisions 19a to 19f mean the code in effect for purposes of deter-
mining net income for the applicable year.

Sec. 3. Minnesota Statutes 1987 Supplement, section 290.01; subdivi-
sion 20, is amended to read: .

Subd. 20. [GROSS INCOME.] Fer tax years beginning after December
34 49865 The term “gross income” means the gross income as defined in
section 61 of the Internal Revenue Code of 1986, as amended through the
date named in subdivision 19 for the applicable taxable year, plus any
additional items of income taxable under this chapter but not taxable under
the Internal Revenue Code, less any items included in federal gross income
but of a character exempt from state income tax under the laws of the
United States. For tax years beginning before January & 1987, except as
to corporations includes every kind of compensation for laber or personal
services of every kind from any private er public employment; offices
position of services; income derived from the ownership of use of property:
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 gains or profits derived from every kind of disposition of; or every kind
- of dealing in; property; income derived from the transaction of any trade
efbusmess—andmeemedeﬁ-vedﬁremaﬂyse&fee-

Eor tax years beginning before January 15 1987 the term “gross income ™~
i its appheation to individualys; estates; and trasts shall mean the adjusted
g2ress theome as defined i the Internal Revenue Code of 1954, a5 amended .
through the date speeified herein for the applicuble tuxable year; with the
moditications speeified in this subdivision and in Minnesota Statutes 19865
section 296-01; subdivisions 20a to 20f: Hor estates and trusts the adjusted
gross income for purpeses of the preeeding sentence shal be their federal
taxable income as defined in the Internal Revenue Code of 1954; as amended
through the date specified herein for the applicable taxable year; with the
modifications specified in this subdivision and in Minnesota Statutes FOR6;
seetion 200-01; subdivisions 20a to 20&

) The Internal Revenue Code of 1954; as amended throush December
34; 1981 shall be in effeet for taxable years bepinning after December
31 1981 The provisions of sections 205(a); 24 to 222, 231 232, 236
244—254—252—253—265—266—385—288—%433—5&%5&*%%

Act of 1082, Public Law Number 972485 section
%m&émmswﬁwﬂﬁ&eﬁ%%k&w
Number 07-354; section 517 of Public Law Number 07424 sections 10y
306(a9) of Public Law Number 97-448; sections 104 and 102 of Public
Eaw Number 97-473; and seetion 243 of the Tox Reform Act of 1986,
Pubhel:awNumberQQ—éﬁ—shaHbee#ee&veat&esameﬂme%haHhey
become effective for federal income tax purposes: The Payment—nKind
Fax Freatment Aet of 1983 Public Law Number 98-4- shall be effective
at the same time that it becomes effective for federal income tax purpeses-

i) The Internal Revenue Code of 1954; as amended through January
15; 1983; shall be in effect for taxable years beginning after Pecember
3 1982 The provisions of sections 905; 1708; and 1879w of the Fax
Reform Aet of 1986 Public Law Number 99-514- shall be effective at the

(-m-}the{ﬂ%ema}ReveﬁueGedeef%ﬂsameﬂdedthfe&ghBeeembef
%%—shﬂ#bemeﬁfeetfefm*&bleyeafsbegmmﬂg&ﬂefl)eeembef
3 1983 The provisions of seetions 13 5 25(b); 3432 41 te 435 52
- 5355 565 1 to Ty FF5 845 825 s 925 94 164 to 1035 105 to 108; Hl o
H3: He); 15 1125 1545 1755 139Gy, 221 223 224 42 14b); 432 481
401 512 522 to 5245 554 te 557; 561 61Ha); 621 to 623 626 to 628;
FHrie); H2td); H3b); (e3s (£)s and thy; T2Ha); (b); (d); () G (o) )
B (B, and G} F22e); 1001 1026, 1061 to 1064 1066, 1076, 1078
98 369 section 1 of Publie Law Number 98-611; and sections 1801 1802,
1805 to 1809; 1812; 1842; 1853 1o 1855; 1866, 1869 to 1873 1875; and
1878¢e} and () of the Fax Reform Aet of 1986, Publie Law Number 09-
514; shall be effeetive at the same time that they become effective for
federal income tax purposes:

© Gv) Fhe Internal Revenue Code of 1954; as amended through May 25,
19855 shall be in effeet for taxable years beginning after December 31
1984 The provisions of seetions 104 102; 103 204; and 202 of Publie
of the Tax Reform Act of 1986; Public Law Number 99-514; shall be
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effective at the same time that they become effective for federal income
¥} The Internal Revenue Code of 1054; as amended through Pecember

%%sh&ﬁbemeffeetfef%ﬂ*ab}eyeafsbegmmng&ﬁermeembef

31 1985

 The provisions of sections 121 to 1235 201 202; 244 401 405 4H o

3461 1402 1707 1826 1827 1843, 1867 1868; 18379(H); and 1805 of

the Fax Reform Act of 1086; Publie baw Namber 99514 shall be effective

References to the Internal Revenue Code of 1954 in subdivistons 208
%%&M%@fmeaﬂmeeﬁdeiﬂeffeetfer&hepmpeseeﬁdeﬁﬂmggfess

\meemeifef%heappheable%a*ab—leye&r—

Sec. 4. Minnesota Statutes 1987 Supplement, section 290.095, subdi-
vision 3, is amended to read:

Subd. 3. [CARRYOVER.] (a) A net operating loss for any taxable year
shall be a net operating loss carryover to each of the 15 taxable years
following the taxable year of such loss.

{b) The entire amount of the net operating loss for any taxable year shall
be carried to the earliest of the taxable years to which such loss may be
carried. The portion of such loss which shall be carried to each of the
other taxable years shall be the excess, if any, of the amount of such loss
over the sum of the taxable net income, adjusted by the modifications
specified in subdivision 4, for each of the taxable years to which such loss
may be carried.

(c) Where a corporanon does business both within and w1th0ut Mm-
nesota, and apportions its income under the provisions of section 290.191,
the net operating loss deduction shall be allowed to the extent of the appor-
tionment ratio of the loss year.

{d) No additional net operating loss deduction is allowed in a subsequent
taxable year for the portion of a net operating loss deduction used to offset

Minnesota income in a year in which the taxpayer is subject to the alternative
minimum tax in section 290.092,

(e} The provisions of sections 381, 382, and 384 of the Internal Revenue
Code of 1986, as amended through December 31, 1987, applies 10 car-
ryovers in certain corporate acqmsnmns and special limitations on net
operating loss carryovers,

Sec. 5. Minnesota Statutes 1986, section 290.931, subdivision 1, is
“amended to read:

Subdivision 1. [REQUIREMENTS OF DECLARATION.] Every cor-
poration subject to taxation under this chapter (excluding section 290.92)
shall make a declaration of estimated tax for the taxable year if its tax.
liability so computed can reasonably be expected to exceed $45000 $500,
or in accordance with rules prescribed by the commissioner for an affiliated
group of corporations electing to file one return as permitted by rules
prescribed under section 290.37, subdivision 1.

Sec. 6. Minnesota Statutes 1986 secuon 290.934, SUblelSlOll 1,
amended to read:
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Subdivision 1. [ADDITION TO THE TAX.] In case of any underpayment
of estimated tax by a corporation, exeept as provided in subdivisien 4;
there shall be added to the tax for the taxable vear an amount determined
at the rate specified in section 270.75 upon the amount of the underpayment
(determined under subdivision 2} for the period of the underpayment (deter-
mined under subdivision 3).

Sec. 7. Minnesota Statutes 1987 Supplement section 290 934, subdi-
vision 2; is amended to read:

Subd. 2. [AMOUNT OF UNDERPAYMENT] For purposes of subdi-
vision' 1, the amount of the underpayment shall be the excess of

(l)the&meuntefta*shewneﬂthefewmﬁaﬁhemyeafeﬁ#ﬂefem
5 filed; the tax for the tax year required installment, over

(2) the amount, if any, of the installment paid on or before the last date
prescribed for payment,

Sec. 8. Minnesota Statutes 1986 section 290.934, subdivision 3,
- amended to read:

Subd. 3. [PERIOD OF UNDERPAYMENT] The period of the under-
payment shall run from the date the installment was requlred to be paid to
whichever of the following dates is the earlier

(1) The 15th day of the third month following the close of the taxable’
year.

(2) With respect to any portion of the underpayment ‘the date on which
such portion is paid. For purposes of this paragraph, a payment of estimated
tax en any installment date shall be eensidered a payment of any previous
snderpayment only to the extent such payment exceeds the amount of the
installment determined under subdivision 2{—1—} for sueh installment date
credited against unpaid required installments in the order in which such
installments are required to be paid. ' -

Sec. 9. Minnesota Statutes 1986, section 290.934, is amended by adding
a subdivision to read:

Subd. 3a. [REQUIRED INSTALLMENTS.] (1) Except as otherwise pro-
vided in this subdivision, the amount of a requzred installment is 25 percent
of the required annual payment.

{2) Except as otherw;se provided in this subdmszon the term “‘required
annual payment” means the lesser of:

{a) 90 percent of the tax shown on the return for rhe taxable year, or if
no return is filed 90 percent of the tax for such year;: or

(B) 100 percent of the tax shown on the return of the corporation for
the preceding taxable year providing such return was for a full 12-month
~ period, did show a liability, and was filed by the corporation.

(3) Except for determining the first required installment for any taxable
yeat, paragraph (2), clause (b) does not 'apply in the case of a large
corporation. The term “large corporation” means a corporation or any
predecessor corporation that had taxable net income of $1, 000 000 or
more for any taxable vear during the testing period. The term “testing
period” means the three taxable years immediately preceding the taxable
year involved. A reduction allowed to a large corporation for the first
installment that is allowed by applying paragraph (2), clause (b) must be
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recaptured by increasing the next required installment by the amount of
the reduction.

{4) In the case of a required installment, if the corporation establishes
that the annualized income installment is less than the amount determined
in paragraph (1), the amount of the required installment is the annualized
income installment and the recapture of previous quarters’ reductions allowed
by this paragraph must be recovered by increasing subsequent required
installments to the extent the reductions have not previously been recovered.
A reduction shall be treated as recaptured for purposes of this paragraph
if 90 percent of the reduction is recaptured.

(5) The “annualized income installment” is the excess, if any, of:

(a) an amount equal to the applicable percentage of the tax for the
taxable year computed by placing on an annualized basis the raxable
income:

(i) for the first two months of the taxable year, in the case of the fzrst
required installment;

(ii) for the first two months or for the first five months of the taxable
vear, in the case of the second required installment;

(zu) for the first six months or for the first eight months of the taxable
year, in the case of the third required installment; and .

fiv) for the first nine months or for the first 11 months of the taxable
vear, in the case of the fourth required installment, over;

{b) the aggregate amount of any prior reguired installments for the
taxable year.

{c) For the purpose of this paragraph, the annualized income shall be
computed by placing on an annualized basis the taxable income for the
year up to the end of the month preceding the due date for the quarterly
payment multiplied by 12 and dividing the resuiting amount by the number
of months in the taxable year (2, 5, 6, 8, 9, or 1] as the case may be)
referred to in clause {a).

(d} The “applicable percentage” used in clause {a) is:

In the case of the following The applicable
required installments: percentage is:
1st 22.5
2nd 45
3rd 67.5
4th 90

(6)(a) If this paragraph applies, the amount determined for any install-
ment must be determined in the following manner:

(i) take the taxable income for all months durmg the taxable year pre-
ceding the filing month;

(ii}) divide that amount by the base period percentage for all months
during the taxable year preceding the filing month;

(iii) determine the tax on the amount determined under item (ii ) and

{iv) multiply the tax computed under item (iii) by the base period per- -
centage for the filing month and all months during the taxable year pre-
ceding the filing month.
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(b) For purposes of this paragraph:

(i) the “base period percentage” for any period of months is the average
percent which the taxable income for the corresponding months in each of
the three preceding taxable vears bears 1o the taxable income for the three
preceding taxable years;

(ii) the term “‘filing month” means the month in which the installment
is required to be paid;

(uz) this paragraph shall only apply if the base period percentage for
. any-six consecutive months of the taxable year equals or exceeds 70. per-
cent; and .

(iv) the commissioner may provide by rule for the determination of the
base period percentage in.the case of reorganizations, new corporanons
and other similar circumstances.

" {c) In the case of a required installment, determined under this para-
graph, if the corporation determines that the installment is less than the
amount determined in paragraph (1), the amount of the required installment
is the amount determined under this paragraph and the recapture of pre-
vious quarters’ reductions allowed by this paragraph must be recovered
by increasing subsequent required installments to the extent the reductions
have not previously been recovered. A reduction shall be treated as recap-
tured for purposes of this paragraph if 90 percent of the reduction is
. recaptured.

Sec. 10. Minnesota Statutes 1987 Supplement, section 290A.03, sub-'
diviston 15, is amended to read:

Subd. 15. [INTERNAL REVENUE CODE.] “]ntcrnal Revenue Code”
means the Internal Revenue Code of 1986, as amended through December
31 1086 1 987 '

‘Sec. 11. [REPEALER}

Minnesota Statutes 1986, sections 290,07, subdivisions 3 and 6;290.11;
290.12, as amended by Laws 1987, chapter 268, article 1, section 64;
R '290.131, as amended by Laws 1987, chapter 268, article 1, section 65;
290.132, as amended by Laws 1987, chapter 268, article 1, section 66;
290.133, as amended by Laws 1987, chapter 268, article I, section 67
290.134, as amended by Laws 1987, chapter 268, article 1, section 68;
290.135, as amended by Laws 1987, chapter 268, article I, section 69;
290.136, as amended by Laws 1987, chapter 268, article I, section 70;
290.138, as amended by Laws 1987, chaprer 268, article 1, section 71;
and 290.934, subdivision 4; and Minnesota Statutes 1 987 Supp[emem
section 290.14, is repealed.

Sec. 12. [INSTRUCTION TO REVISOR.]

In the next edition of Minnesota Statutes, the revisor of statutes shall
substitute the phrase “Internal Revenue Code of 1986, as amended through
December 31, 1987 for the phrase “Internal Revenue Code of 1986, as
amended through December 31, 1986" whenever that phrase occurs in
chapter 290, except section 290, 01 subdivision I 9 and chapter 291,

"~ Sec. 13. [EFFECTIVE DATES.]

Section 4 is effective for taxable vears beginning after December 31,
1986. The repeal in section 11 of Minnesota Statutes 1986, section 290.07
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subdivisions 3 and 6, are effective for taxable years beginning after Decem-
ber 31, 1986, The remainder of section 11 is effective for taxable years
beginning after December 31, 1987. Except as provided in section 2, all
other sections of this article are effective for taxable years beginning after
December 31, 1987.

ARTICLE 4
PROPERTY TAX REFUND

Section 1. Minnesota Statutes 1987 Supplement, section 290A. 03, sub-
division 3, is amended to read:

Subd. 3. [INCOME.] (1) “Income” means the sum of the followmg

(a) the greater of federal adjusted gross income as defined in the Internal
Revenue Code or zero; and

(b) the sum of the following amounts to the extent not mcludcd in clause -

(2):
(1) all nontaxable income;

(it).the amount of a passive activity loss that is not disallowed as a result
of section 469, paragraph (i} or (1) of the Internal Revenue Code and the -
amount of passive aclivity loss carryover allowed under section 469(b) of
the Internal Revenue Code;

(iii) an amount equal to the total of any discharge of qualified farm
indebtedness of a solvent individual excluded from gross income under
section 108(g) of the Internal Revenue Code;

(iv) cash public assistance and relief;

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

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

(vii) workers’ compensation;
(vin} nontaxable strike benefits;

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

(x) the erdinary income portien of a lump sum distribution under section
402(e)(3) of the Internal Revenue Code; and

(xi) contnbunons made by the claimant to an mdmdual retlrement account,
including a qualified voluntary employee contribution; simplified employee
pension plan; seif-employed retirement plan; cash or deferred arrangement
plan under section 401{k) of the Internal Revenue Code; or deferred com-
pensation plan under section 457 of the Internal Revenue Code, and

{xii} nontaxable scholarship or fellowship grants.

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

(2) “Incorne does not include

(a). amounts excluded pursuant to the Imernal Revenue Code, sections
101{a), 102, H+- and 121; ‘

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

(c) surplus food or other relief in kind supplied by a governmental agency;
(d) relief granted under this chapter; or :

(e) child support payments received under a temporary or final decree
of dissolution or legal separation.

Sec. 2. Minnesota Statutes 1986, section 290A.03, subdivision 7, i
amended to read:

Subd. 7. [DEPENDENT.] “Dependent™ means any person who is under
18 years of age at the end of the ealendar year who receives more than 50
pereent of support from the claimant; er who is between 18 and 21 years
efage&ndisaﬁuﬂmﬁes{-udeﬂ{whefeemesmﬁefh&a%pefeemef

from the elaimant considered a dependent under sections 151 and
152 of the Internal Revenue Code of 1986, as amended through December
31, 1987. “Dependent” includes a parent of the claimant or spouse who
lives in the claimant’s homestead. “Bependent™ ineludes & perseon over 18
years of age who Hves in the claimant’s hemestead and whe receives more
then 50 percent of support from the claimant:

Sec.. 3. Minnesota Statutes 1987 Supplement, section 290A 03, subdi-
vision 8, is amended to read:

Subd. 8. [CLAIMANT] (a) “Claimant” means a person, other than a
dependent, who filed a claim authorized by this chapter and who was a
sesident ef domiciled in this state as provided in chapter 299 during the
calendar year for which the claim for relief was filed.

(b) In the case of a claim relating to rent constituting property taxes, the
claimant shall have resided in a rented or leased unit on which ad valorem
taxes or payments made in lieu of ad valorem taxes, including payments
of special assessments imposed in lieu of ad valorem taxes, are payable at
some time during the calendar year covered by the claim.

(c) “Claimant” shall not include a resident of a nursing home, inter-
mediate care facility, or long-term residential facility whose rent consti-
tuting property taxes is paid pursuant to the supplemental security income
program under title XVI of the Social Security Act, the Minnesota sup-
plemental aid program under sections 256D.35 to 256D 41, the medical
assistance program pursuant to title XIX of the Social Securlty Act, or the
general assistance medical care program pursuant to section 256D.03, sub-
division 3. If only a portion of the rent constituting property taxes is paid
by these programs, the resident shall be a claimant for purposes of this
chapter, but the refund caiculated pursnant to section 290A.04 shall be
multiplied by a fraction, the numerator of which is income as defined in
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subdivision 3 reduced by the total amount of income from the above sources
.other than vendor payments under the medical assistance program or the
general assistance medical care program and the denominator of which is
income as defined in subdivision 3 plus vendor payments under the medical
assistance program or the general assistance medical care program, to
determine the allowable refund pursuant to this chapter.

(d) Notwithstanding paragraph (c), if the claimant was a resident of the
nursing home, intermediate care facility or long-term residential facility
for only a portion of the calendar year covered by the claim, the claimant
may compute rent constituting property taxes by disregarding the rent
constituting property taxes from the nursing home, intermediate care facil-
ity, or long-term residential facility and use only that amount of rent con-
stituting property taxes or property taxes payable relating to that portion
of the year when the claimant was not in the facility. The claimant’s house-
hold income is the income for the entire calendar year covered by the claim.

(e) In the case of a claim for rent constituting property taxes of .a part-
year Minnesota resident, the income and rental reflected in this computation
shall be for the period of Minnesota residency only. Any rental expenses
paid which may be reflected in arriving at federal adjusted gross income
cannot be utilized for this computation. When two individuals of a house-
hold are able to meet the qualifications for a claimant, they may determine
among them as to who the claimant shall be. If they are unable to agree,
the matter shall be referred to the commissioner of revenue whose decision
shall be final. If a homestead property owner was a part-year Minnesota
resident, the income reflected in the computation made pursuant to section
290A.04 shall be for the entire calendar year including income not assign-
able to Minnesota. , ,

(f) If a homestead is occupied by two or more renters, who are not
husband and wife, the rent shall be deemed to be paid equally by each,
and separate claims shall be filed by each. The income of each shall be
each renter’s household income for purposes of computing the amount of
credit to be allowed. ‘

Sec. 4. Minnesota Statutes 1987 Supplement, section .290A..06, is amended
to read:

290A.06 [FILING TIME LIMIT, LATE FILING; INCOME TAX
RETURN.}

Any claim for a refund based on property taxes payable shall be filed
with the department of revenue on or before August 15 of the year in which
the property taxes are due and payable. A copy of the claimant’s federal
income tax return for the taxable year preceding the year in which the
property taxes are payable must be filed with the claim if the claimant filed
a federal income tax return for that year unless a copy has been submitted
with the claimants’ Minnesota income tax return under section 290.37,
subdivision 3. ‘

Any claim for rent constituting property taxes shall be filed w1th the
department of revenue on or before August 15 of the year followmg the
year in which the rent was paid. A copy of the claimant’s federal income
tax return for the taxable year in which the rent was paid must be filed
with the claim if the claimant filed a federal income tax return for that
year.



78TH DAY TUESDAY, MARCH 29, 1988 - 6877

The commissioner may extend the time for filing these claims for a period
not to exceed six months in the case of sickness, absence, or other disability,
or when in the commissioner’s judgment other good cause exists.

A claim filed after the original or extended due date shall be allowed,
but the amount of credit shall be reduced by five percent of the amount
otherwise allowable, plus an additional five percent for each month of
delinquency, not exceeding a total reduction of 25 percent which may be

. canceled or reduced by the commissioner in the case of sickness, absence,
or other disability, or when in the commissioners judgment other good
cause exists. In any event no claim shall be allowed if the initial claim is

~ filed one year after the original due date for filing the claim.

The time limit on redetermination of claims for refund and examination
of records shall be governed by sections 290.49, 290.50, and 290.56 and
for purposes of computing the time limit as provided in these sections the
due date of the property tax refund return shall be the same as the due
date contained in section 290.42 for an income tax return covering the year
in which the rent was paid or the year precedmg the year in which the
property taxes are payable.

Sec. 5. Minnesota Statutes 1987 Supplement section 290A. 19, is amended
. to read:

290A.19 [OWNER OR MANAGING AGENT TO FURNISH RENT
CERTIFICATE; PENALTY.] -

(a) The owner or managing agent of any property for which rent is paid -
for occupancy as a homestead shall furnish a cértificate of rent constituting
property tax to each person who is a renter on December 31, in the form
. prescribed by the commissioner. If the renter moves prior to December 3,
the owner or managing agent has the option to either provide the certificate
to the renter at the time of moving, or mail the certificate to the forwarding
address if an address has been provided by the renter. The certificate shall
be made available to the renter not later than January 31 of the year fol-
lowing the year in which the rent was paid.

(b) Any owner or managing agent who willfully fails to furnish a cer-
tificate to the renter and the commissioner as required by this section is
liable to the commissioner for a penalty of $100 for each act or failure to
act. The penalty shall be assessed and collected in the manner provided in
chapter 290 for the assessment and collection of income tax. If the owner
or managing agent willfully furnishes certificates that report total rent
constituting property taxes in excess of the amount of actual property taxes
- paid on the rented part of a property, as determined under this section, the
owner or managing agent is liable for a penalty equal to the greater of (1)
$100 or (2) 50 percent of the excess that is reported. If the owner or
. managing agent reports a total amount of rent constituting property taxes
that exceeds by ten percent or more the actual property taxes, the report
is deemed to be willful.

(c) If the owner or managing agent elects to provide the renter with the
certificate at the time of moving, rather than after December 31, the amount
of rent constituting property taxes shall be computed as follows:

(i) The net tax shali be reduced by 1/12 for each month remaining in
the calendar year.

(ii) In calculating the denominator of the fraction pursuant' to section
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290A.03, subdivision 11, the gross rent paid through the last month of
claimant’s occupancy shall be substituted for “the gross rent paid for the
calendar year for the property in which the unit is located.”

(d) The certificate of rent constituting property taxes shall include the
‘address of the property, including the county, and the property tax parcel
identification number and any additional information which the commis-
sioner determines is appropriate.

(e) If the owner or managing agent fails to provide the renter with a
certificate of rent constituting property taxes, the commissioner shall allo-
cate the net tax on the building to the unit on a square footage basis or
other appropriate basis as the commissioner determines. The renter shall
supply the commissioner with a statement from the county treasurer which
gives.the amount of property tax on the parcel, the address and property
tax parcel identification number of the property, and the number of units
in the building.

(1) Fhe ewner of managing agent must file & copy of the eertifieate of
rent peid with the eommissioner betore April 15 of the year feHewing the
year i which the reat was paid- The commissioner may require that eaeh
an OWner or managing agent to submit a copy of the certificate of rent
paid upon request or 1o submit a report on a single form the total property
taxes for a property and the allocation of the property taxes as rent con-
stiteting property taxes among the renters of the property.

Sec. 6. [EFFECTIVE DATE.]

Sections I 1o 3 are effective for claims based on rent paid in 1988 and
subsequent years and claims based on property taxes payable in 1987 and
subsequent years. Section 4 is effective for claims based on rent paid in
1987 and subsequent years and claims based on property taxes payable
in 1988 and subsequent vears. Section 5 is effective for certificates of rent

paid for 1988 and subsequent years.

ARTICLE 5
PROPERTY TAX REFORM

Section 1. Minnesota Statutes 1987 Supplement section 124.155 sub-
division 2, is amended to read:

Subd. 2. [ADJUSTMENT TO AIDS.] The amount specified in subdi-
vision 1 shall be used to adjust the following state alds and credits in the
order listed:

(a) foundation aid as defined in-section 124A.01;
(b) secondary vocational aid authorized in section 124.573;
(c) special education aid authorized in section 124.32;

{d) secondary vocational aid for handicapped children authorized in sec-
tion 124.574;

(e) gifted and talented aid authorized in section 124,247,

(fy aid for pupils of limited English proficiency authorized in section
124.273;

(g) aid for chemical use programs authorized in section 124.246;
(h) interdistrict cooperation aid authorized in section 124.272:
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(i) summer program aid authorized in section 124A,033;

(i) transportation aid authorized in section 124.225;

(k) community education programs aid authorized in section 124.2'71;

(1) adult education aid authorized in section 124.26;

(m) early childhood family education aid authorized in section 124.2711;

(n) capital expenditure equalization aid authorized in section 124.245;

(0) homestead eredit replacement aid authorized in section 2731394:

p) agricultural credit replacement aid authorized in seetion 2731395
transition aid and disparity reduction aid authorized in section 273.1398;

&) (p) attached machmery aid authorized in section 273.138, subdivision
3; and

€5 (g) teacher retirement and E1.C.A. aid authorized in sections 124.2162
and 124.2163.

The commissioner of education shall schedule the timing of the adjust-
ments to state aids and credits specified in subdivision 1, as close to the
end of the fiscal year as possible.

Sec. 2. Minnesota Statutes 1987 Supp]ement section 124 2139 i is amended
to read:

124.2139 [REDUCTION OF HOMESTEAD €REDIF TRANSITION AID
AND DISPARITY REDUCTION AID PAYMENTS TO SCHOOL
DISTRICTS.]

' The commissioner of revenue shall reduce homestead eredit fep}aeemem
aid transition aid and disparity reduction aid payments made to school
districts pursuant te under section 2934394 273 1398 by the product of:

(1) the district’s fiscal year 1984 payroll for coordinated plan members
of the publlc employees retirement association, times

(2} the difference between the employer contribution rate in effect prior
to July 1, 1984, and the total employer contribution rate in effect after
June 30, 1984.

Sec. 3. Minnesota Statutes 1987 Supplement, section 124A.02, subdi-
vision 11, is amended to read:

Subd. 11. [MINIMUM AID.] A qualifying district’s minimum aid for
each school year shall equal its minimum guarantee for that school year,
minus the sum of:

(1) the amount of the district’s hemestead eredit fep}&eemem aid paid

under seetion 2431304 and 5 aprieuliural credit replacement aid under

seettonr 27131395 rransition aid and disparity reduction aid paid under

- section 273.1398 for that school year; after any positive tax base adjustment
but priof to any negative tax base adijustment under seetion 273-1396;

(2) the amount by which property taxes of the district for use in that
school year are reduced by the attached machinery provisions in section
273.138, subdivision 6;

(3) the amount by which pmperty taxes of the dlstncl for use in that
school year are reduced by the state reimbursed disaster or emergency
reassessment provisions in section 273.123; and
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(4) the amount by which property taxes of the district for use in that
school year are reduced by the metropolitan agricultural preserve provisions
in section 473H.10.

Sec. 4. Minnesota Statutes [987 Supplemem, section 272.01, subdivi-
sion 2, is amended to read: : ’

Subd. 2. {(a) When any real or personal property which for any reason
is exempt from ad valorem taxes, and taxes in lieu thereof, is leased, loaned,
or otherwise made available and used by a private individual, association,
or corporation in connection with a business conducted for profit, there
shall be imposed a tax, for the privilege of so using or possessing such
real or personal property, in the same amount and to the same extent as
though the lessee or user was the owner of such property.

{b) The tax imposed by this subdivision shall not apply to (1) property
leased or used by way of a concession in or relative to the use in whole or
part of a public park, market, fairgrounds, port authority, economic devel-
opment authority established under chapter 458C, municipal auditorium,
airport owned by a city, town, county, or group thereof but not the airports
owned or operated by the metropolitan airports commission or a city of
over 50,000 population or an airport authority therein, municipal museum
or municipal stadium or (2) property constituting or used as a public pedes-
trian ramp or concourse in connection with a public airport or (3) property
constituting or used as a passenger check-in area or ticket sale counter,
boarding area, or luggage claim area in connection with a public airport
but not the airports owned or operated by the metropolitan airports com-
mission or cities of over 50,000 population or an airport authority therein.
Real estate owned by a municipality in connection with the operation of
a public airport and leased or used for agricultural purposes shall not be
exempt. : '

(c) Taxes imposed by this subdivision shall be due and payable as in the
case of personal property taxes and such taxes shall be assessed to such
lessees or users of real or personal property in the same manner as taxes
assessed to owners of real or personal property, except that such taxes shall
not become a lien against the property. When due, the taxes shall constitute
a debt due from the lessee or user to the state, township, city, county and
school district for which the taxes were assessed and shall be collected in
the same manner as personal property taxes. If property subject to the tax
imposed by this subdivision is leased or used jointly by two or more persons,
each lessee or user shall be jointly and severally liable for payment of the
tax.

Sec. 5. Minnesota Statutes 1987 Supplement, section 272.02, subdivi-
sion 1, is amended to read:

Subdivision 1. All property described in this section to the extent herein
limited shall be exempt from taxation: .

(1) all public burying grounds;

(2) all public schoolhouses;

(3)-all public hospitals; _

(4) all academies, coll'eges, and universities, and all seminaries of leafningi

(5) all churches, church property,” and houses of worship;
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(6) institutions of purely public charity ex.cept parcels of property con-
taining structures and the structures described in section 273.13, subdi-
vision 25, paragraph (c), clause (1) or (2), or paragraph (d), clause (2);

(7) all public property exclusively used for any public purpose;

(8) except for the taxable personal property enumerated. below, all per-
sonal property and the property described in section 272.03, subdw1510n
1, paragraphs (¢) and (d) shall be exempt.

The following personal property shall be taxable:

{a) personal property which is part of an electric generating, transmis-

sion, or distribution system or a pipeline system transporting or distributing

- water, gas, crude oil, or petroleum products or mains and pipes used in the

distribution of steam or hot or chilled water for heating or cooling buildings
and structures;

(b) railroad docks and wharves which are part of the operatmg property
of a railroad company as defined in section 270.80;

(¢) personal property defined in section 272.03, subdlv1510n 2, clause
- 3%

(d) leasehold or other personal property interesis which are taxed pur-
suant to section 272.01,; subdivision 2; 273.124, subdivision 7; or 273.19,
subdivision 1; or any other law providing the property is taxable as if the
lessee or user were the fee owner;

(e) manufactured homes and sectional structures; and -
(f) flight property as defined in section 270.071.

(9) Real and personal property used primarily for the abatement and
. control of air, water, or land pollution to the extent that it is so used, other
than real property used primadrily as a solid waste disposal site.

Any taxpayer requesting exemption of all or a portion of any equipment
.or device, or part thereof, operated primarily for the control or abatement
of atr or water pollution shall file an application with the commissioner
of revenue. The equipment or device shall meet standards, rules or criteria
prescribed by the Minnesota pollution control agency, and must be installed
_or operated in accordance with a permit or order issued by that agency.
‘'The Minnesota pollution control agency shall upon request of the com-
missioner furnish information or advice to the commissioner. On deter-
mining that property qualifies for exemption, the commissioner shall issue
an order exempting the property from taxation. The equipment or device
shall continue to be exempt from taxation as long as the permit issued by
the Minnesota pollution control agency remains in effect.

{10) Wetlands. For purposes of this subdivision, “wetlands” means (1)

- land described in section 105.37, subdivision 15, or (2) land which is
mostly under water, produces little if any income, and has no use except
for wildlife or water conservation purposes, provided it is preserved in its

. natura! condition and drainage of it would be legal, feasible, and econom-
ically practical for the production of livestock, dairy animals, poultry, fruit,
vegetables, forage and grains, except wild rice. “Wetlands” shall incilude
adjacent land which is not suitable for agricultural purposes due to the
presence of the wetlands. “Wetlands” shall not include woody swamps
containing shrubs or trees, wet meadows, meandered water, streams, rivers,
and floodplains or river bottoms. Exemption of wetlands from taxation
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pursuant to this section shall not grant the public any additional or greater
right of access to the wetlands or diminish any right of ownership to the
wetlands. :

{11) Native prairie. The commissioner of the department of natural resources
shall determine lands in the state which are native prairie and shail notify
the county assessor of each county in which the lands are located. Pasture
land used for livestock grazing purposes shall not be considered native
prairie for the purposes of this clause and section 273.116. Upon receipt
of an application for the exemption and credit provided in this clause and
section 273.116 for lands for which the assessor has no determination from
the commissioner of natural resources, the assessor shall refer the appli-
cation to the commissioner of natural resources who shall determine within
30 days whether the land is native prairie and notify the county assessor
of the decision. Exemption of native prairie pursuant to this clause shall
not grant the public any additional or greater right of access to the native
prairie or diminish any right of ownership to it.

(12) Property used in a continuous program to provide emergency shelter
for victims of domestic abuse, provided the organization that owns and
sponsors the shelter is exempt from federal income taxation pursuant to
section 501(c)(3) of the Internal Revenue Code of 1986, as amended through
December 31, 1986, notwithstanding the fact that the sponsoring organi-
zation receives funding under section 8§ of the United States Housing Act
of 1937, as amended.

(13} If approved by the governing body of the municipality in which the
property is located, property not exceeding one acre which is owned and
operated by any senior citizen group or association of groups that in general
limits membership to persons age 55 or older and is organized and operated
exclusively for pleasure, recreation, and other nonprofit purposes, no part
of the net earnings of which inures to the benefit of any private shareholders;
provided the property is used primarily as a clubhouse, meeting facility or
recreational facility by the group or association and the property is not
used for residential purposes on either a temporary or permanent basis.

{14) To the extent provided by section 295.44, real and personal property
used or to be used primarily for the production of hydroelectric or hydro-
mechanical power on a site owned by the state or a local governmental
unit which is developed and operated pursuant to the provisions of section:
105.482, subdivisions 1, 8, and 9.-

(15) If approved by the governing body of the municipality in which the
property is located, and if construction is commenced after June 30, 1983:

(a) a “direct satellite broadcasting facility” operated by, a corporation
licensed by the federal communications commission to provide direct sat-
¢llite broadcasting services using direct broadcast satellites operating in
the 12-ghz. band; and

{(b) a “fixed satellite regional or national program service facility” oper-
ated by a corporation licensed by the federal communications commission
to provide fixed satellite-transmitted regularly scheduled broadcasting ser-
vices using satellites operating in the 6-ghz. band.

An exemption provided by paragraph {15) shall apply for a period not to
exceed five years. When the facility no longer qualifies for exemption, -it
shall be placed on the assessment rolls as provided in subdivision 4. Before
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approving a tax exemption pursuant to this paragraph, the governing body
of the municipality shall provide an opportunity to the members of the
county board of commissioners of the county in which the facility is pro-
posed to be located and the members of the school board of the school
district in which the facility is proposed to be located to meet with the
governing body. The governing body shall present to the members of those
boards its estimate of the fiscal impact of the proposed property tax exemp-
tion. The tax exemption shall not be approved by the governing body until
the county board of commissioners has presented its written comment on
the proposal to the governing body, or 30 days has passed from the date
of the transmittal by the governing body to the board of the information
on the fiscal impact, whichever occurs first.

(16) Real and personal property owned and operated by a private, non-
profit corporation exempt from federal income taxation pursuant to United
States Code, title 26, section 501(c)(3), primarily used in the generation
and distribution of hot water for heating buildings and structures.

(17) Notwithstanding section 273.19, state lands that are leased from
the department of natural resources under section 92.46.

(18) Electric power distribution lines and their attachments and appurte-
nances, that are used primarily for supplying electricity to farmers at retail.

(19) Property used as a transitional housing facility which provides
temporary housing services for a period not to exceed one year for any
resident, a continuous self sufficiency program, and other support services
for residents, if the organization that owns and sponsors the transitional
housing facility is exempt from federal income tax under section 501(c)f3)
of the Internal Revenue Code of 1986, as amended through December 31,
I1987. This exemption applies notwithstanding the fact that the sponsoring
organization receives financing by a direct federal loan or federally insured
loan or a loan made by the Minnesota housing finance agency under the
provisions of either Title Il of the National Housing Act or the Minnesota
housing finance agency law of 1971 or rules promulgated by the agency
pursuant thereto, and notwithstanding the fact that the sponsoring orga-
nization receives funding under Section 8 of the United States Housing Act
of 1937, as amended.

Sec. 6. Minnesota Statutes 1987 Supplement, section 272.115, subdi-
vision 4, is amended to read:

~ Subd. 4. No real estate sold on or after January 1, 1978, for which a
certificate of value is required pursuant to subdivision | shall reeeive the
hemestead value exemption ameunt or the agricultural exemption amount

in seetion 245-88%; be classified as a homestead or receive the
taconite homestead credit provided in sections 273.134 to 273.136, unless
a certificate of value has been filed with the county auditor in accordance
with this section.

This subdivision shall apply to any real estate taxes that are payable the
year or years following the sale of the property.

Sec. 7. Minnesota Statutes 1987 Supplement, section273.1102, is amended
by adding a subdivision to read:

Subd. 3. [1988 ADJUSTMENT ]

For the purposes of any levy limitations or levy authorities expressed
in mills, other than school district limitations based on adjusted assessed
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value, or any salary or debt limitations expressed in terms of assessed
value that are currently in effect or were put into effect as the result of
laws enacted during the 1988 session of the state legislature, the dollar
amount of those limitations or authorities will be determined as follows.

The equivalent dollar amount of those limitations or authorities for taxes
pavable in 1988 will be inflated by the ratio of the applicable jurisdiction’s
tax capacity or equalized tax capacity, whichever is appropriate for taxes
pavable 1989 to the amount equivalent to what would have been the juris-
diction’s tax capacity or equalized tax capacity for taxes pavable in 1988
if the provisions of sections 273 .13 and 275.08, subdivision la, had been

in effect.

For school districts levy limitations or authorities expressed in terms of
mills and adjusted assessed value, their levy limitations shall be converted
by the department of education to “equalized tax capacity rates.” For
purposes of this calculation, the 1987 adjusted assessed values of the
district shall be converted to “adjusted tax capacities” by multiplying the
equalized market values by class of property and by the tax capacity rates
provided in section 273.13. The requirements of section 124.2131, sub-
division 1, paragraph (c), and subdivisions 2 and 3, shall remain in effect.

Sec. 8. Minnesota Statutes 1987 Supplement, section 273.123, subdi-
vision 4, 1s amended to read:

Subd. 4. [STATE REIMBURSEMENT.] The county auditor shall cal-
culate the tax on the property described in subdivision 2 based on the
assessment made on January 2 of the year in which the disaster or emer-
gency occurred. The difference between the tax determined on the January
2 assessed value and the tax actually payable based on the reassessed value
-determined under subdivision 2 shall be reimbursed to each taxing juris-
diction in which the damaged property is located. The amount shall be
certified by the county auditor and reported to the commissioner of revenue.
The commissioner shall make the payments to the taxing jurisdictions
containing the property at the time distributions are made pursuant to
section 2434394 273.7398, in the same proportion that the ad valorem
tax is distributed. ‘

Sec. 9. Minnesota Statutes 1987 Suppiement, section 273.123, subdi-
vision 3, is amended to read:

Subd. 5. [COMPUTATION OF CREDITS.] The amounts of any credits
or tax relief which reduce the gross tax shall be computed upon the reas-
sessed value determined under subdivision 2. Payment shall be made pur-
suant to section 273-3394 273.1/398. For purposes of the property tax
refund, property taxes payable, as defined in section 290A.03, subdivision
13, and net property taxes payable, as defined in section 290A.04, sub-
division 2d, shail be computed upon the reassessed value determined under
subdivision 2.

Sec. 10. Minnesota Statutes 1987 Supplement, section 273.124, sub—
division 11, is amended to read:

Subd. 11. [LIMITATION ON HOMESTEAD CLASSIFICATION ] If the
assessor has classified a property as both homestead and nonhomestead,
the greater of the value attributable to the portion of the property classified
as class 1 or class 2a or the value of the first tier of assessment rax capacity
percentages provided under section 273.13, subdivision 22, or 23, para-
graph (a) is entitled to assessment as a homestead under section 273.13,
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subdivision 22 or 23; and the hemesteade*emp&ea wider seetion 275-081
subdivision 2. The limitation in this subdivision does not apply to buildings
containing fewer than four residential units or to a single rented or leased
dwelling unit located within or attached to a private garage or similar
structure owned by the owner of a homestead and located on the premises
of that homestead. .

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

Sec. 11. Minnesota Statutes 1987 Supplement, section 273. 124, sub-
division 13, is amended to read:

Subd. 13. [SOCIAL SECURITY NUMBER REQUIRED FOR HOME-
STEAD APPLICATION. | Beginning with the January 2; 1087 assessment;
Every property owner applying for homestead classification must furnish
to the county assessor that owner’s social security or taxpaver identification
number. If the social security or taxpayer identification number is not
provided, the county assessor shall classify the property as nonhomestead.
The social security numbers of the property owners are private data on
individuals as defined by section 13.02, subdivision 12, but, notwithstand-
ing that section, the private data may be disclosed io the commissioner of
revenue. . : :

At the request of the commissioner, each county must give the com-
missioner a hsting fist that includes the name and social security or taxpayer
identification number of each property owner app]ymg for homestead
classification.

If, in comparing the lists supphed by the counties, the commissioner
finds that a property owner is claiming more than one homestead, the
commissioner shall notify the appropriate counties. Within 90 days of the
notification, the county assessor shall investigate to determine if the home-
stead classification was properly claimed. If the property owner does not
qualify, the county assessor shall notify the county auditor who will deter-
mine the amount of homestead benefits that had been improperly allowed.
For the purpose of this section, “homestead benefits” means the tax reduc-
tion resulting from the horpestead exemption ameunt provided under see—.
tion 275-08%1 classification as a homestead under section 273.13, the taconite
homestead credit, and the supplemental homestead credits and the tax
teduction resulting from the agricultural exemption smount provided in .

. section 275-08+. The county auditor shall send a notice to the owners of
the affected property, demanding reimbursement of the homestead benefits
plus a penalty equal to 25 percent of the homestead benefits. The property
owners may appeal the county’s determination by filing a notice of appeal
with the Minnesota tax court within 60 days of the date of the notice from
the county. }

If the amount of homestead benefits and penalty is not paid within 60
days, and if no appeal has been filed, the county auditor shall certify the
amount to the succeeding year’s tax list to be collected as part of the property
taxes.

Any amount of homestead beneflts recovered from the property owner
must be transmitted to the commissioner by the end of each calendar
quarter. Any amount recovered attributable to taconite homestead credit '
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shall be transmiited to the St. Louis county auditor to be deposited in the
taconite property tax relief account. The amount of penalty collected must
be deposited in the county general fund.

The commissioner will provide suggested homestead applications to each
county. If a property owner has applied for more than one homestead and
the county assessors cannot determine which property should be classified
as homestead, the county assessors will refer the information to the com-
missioner. The commissioner shall make the determination and notify the
counties within 60 days.

In addition to lists of homestead properties, the commissioner may ask
the counties to furnish lists of all properties and the record owners.

Sec. 12. Minnesota Statutes 1987 Supplement, section 273.13, subdi-
vision 22, is amended to read:

Subd. 22. [CLASS 1.] (a) Except as provided in subdivision 23, real
estate which is residential and used for homestead purposes is class 1. The
market value of class 1a property must be determined based upon the value
of the house, garage, and land. -

The first $68,000 of market value of class 1a property must be assessed
at 17 has a rax capacity of one percent of its market value. The hemestead
market value of class la property that exceeds $68,000 must be assessed
at 27 but does not exceed 3100,000 has a tax capacity of 2.5 percent-of
its value. The market value of class la property that exceeds $100,000
has a tax capacity of 3.4 percent.

(b) Class 1b property includes real estate or manufactured homes used
for the purposes of a homestead by

(1) any blind person, if the blind person is the owner thereof or if the
blind person and the blind person’s spouse are the sole owners thereof; or

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

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

(ii) is entitled 1o compensation under the laws and regulations of the
United States for permanent and total service-connected disability due to
the loss, or loss of use, by reason of amputation, ankylosis, progressive
muscular dystrophies, or paralysis, of both lower extremities, such as to
preclude motion without the aid of braces, crutches, canes, or a wheelcha:r
and

(iii) with assistance by the administration of veterans affairs has acquired
a special housing unit with special fixtures or movable facilities made
necessary by the nature of the veterans disability, or the surviving spouse
of the deceased veteran for as long as the surviving spouse retams the
special housing unit as a homestead; or

{3) any person who:

(i) is permanently and totally disabled and

(ii) receives 90 percent or more of ‘total income from
(A) aid from any state as a resuit of that disab'ility; or
{B) supplemental security income for the disabled; or
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(C) workers’ compensation based on a finding of total and permanent
_ disability; or

(D) social security disability, including the amount of a disability insur-
ance benefit which is converted to an old age insurance benefit and any
subsequent cost of living increases; or ‘

(E) aid under the Federal Railroad Retirement Act of 1937, United States
Code Annotated, title 45, section 228b(a)3; or .

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

Property is classified and assessed pursuant to clause (1) only if the
commissioner of jobs and training certifies to the assessor that the owner
~of the property satisfies the requirements of this subdivision. The com-
missioner of jobs and training shall provide a copy of the certification to
the commissioner of revenue.

GLaesJ—biafepeﬁyﬁH}uedaﬂé&seessedﬁsfeHews—mtheeaseef
land; ineluding a menufectured home; used for a homestead;
fheﬁfst%—g%efmafk&vﬁueshaﬂbevﬂueéﬂnéﬂseeﬁedatﬁwe
‘percent; the next $33;000 of market value shall be valued and assessed ot
at 18 pereent; and in the ease of all other real ostate and menufactured
homes; the first $34-000 of matket value shall be yvalued and assessed at
five percent; the rext $345000 of marlket value shall be valued and assessed
at 17 pereent; and the remaining market value shal be valued and assessed
at 27 percent- In the case of agricultural land ineluding a manufactured
home nsed for purposes of 4 homestead; the connmissioner of revenue shall
adjust; as provided in seetion 273-13-H- the maximum amount of the market
vatue of the homestead brackets subjeet to the five percent and 18 percent
rates; and for all other real estate and manufsctured homes; the commis
. meﬁmsﬁaﬂa@s&aﬁpﬁ%mm%mm
iR amount of the market value of the homestead brackets subjeet to the -
five percent and 17 pereent rates- Permanently and totally disabled for the
-purpose of this subdivision means a condition which is permanent in nature
and totally incapacitates the person from working at an occupation which
brings the person an income. The first $32,000 market value of class 1b
property has a tax capacity of .4 percent. The remaining market value of
class 1b property has the tax capacity of the same type and market value
of non-class 1b property.

(¢) Class 1c property is commercial use real property that abuts a lake-
shore line and is devoted to temporary and seasonal residential occupancy
for recreational purposes but not devoted to commercial purposes for more
than 200 days in the year preceding the year of assessment, and that includes
a portion used as a homestead by the owner. It must be assessed at 42
Class Ic property has a tax capacity of .85 percent of market value with
the following limitation: the area of the property must not exceed 100 feet
of lakeshore footage for each cabin or campsite located on the property up
to a total of 800 feet and 500 feet in depth, measured away from the
lakeshore.

¢y The tax to be paid on class 1a of elass 1b property: tess any reduction
Wﬂ%wm%—%mm%mmw

pefeeﬂ%effheta*ﬁn-peseéeﬂfheﬁrs{%&%@efmﬂee{%}ue—?he
amount of the feduction shall net exeeed $700-
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Sec. 13. Minnesota Statutes 1987 Supplement section 273,13, subdi-
vision 23, is amended to read:

Subd. 23. [CLASS 2.] (a) Class 2a property is agricultural land that is
homesteaded, together with the house and garage. The first $66-000 565,000
of market value of the land of an agricultural homestead is valued at 30,
exclusive of the first acre immediately surrounding the house, has a tax
capacity of .4 percent. The remaining value of elass 2a prepesty is assessed .
at 40 the class 2a land that does not exceed 320 acres has a 1ax capacity
of .83 percent, and the land in excess of 320 acres has a tax capacity of
1.7 percent of market value. The market value of the house and garage
and immediately surrounding one acre that does not exceed $65,000 has
a tax capacity of .85 percent, and the excess over 365,000 has a tax
capacity of 2.2 percent.

Noncontiguous land shall constitute class 2a only if the homestead is -
classified as class 2a and the detached land is located in the same township
or city or not farther than two townshlps or cities or combination thereof
from the homestead.

Agricultural land used for purposes of a homestead and actively farmed
by a person holding a vested remainder interest in it must be classified
class 2a. If agricultural land is classified class 2a, any other dwellings on
the land used for purposes of a homestead by persons holding vested remain-
der interests who are actively engaged in farming the property, and up to
one acre of the land surrounding each homestead and reasonably necessary
for the use of the dwelling as a home, must also be assessed class 2a and
is entitled to the homestead credit.

qihe%a*%ebepméeﬂe}ass%apmpeﬁy-%essaﬂyfed&eueﬂfeeeweé
pusstant to sections 273123 and 473H-10 shall be reduced by 52 percent
of the tax- The amount of the reduection shall ot exceed $700- :

(b) Class 2b property is (1) real estate, rural in character and used
exclusively for growing trees for timber, lumber, and wood and wood prod-
ucts; and (2) real estate that is nonhomestead agricultural land. Class 2b
property is essessed at 40 has a tax capacity of 1.7 percent of market
value.

Agricultural land as used in this section shall mear means contiguous
acreage of ten acres or more, primarily used during-the preceding year for
agricultural purposes. Agricultural use may include pasture, timber, waste,
unusable wild land and land included in federal farm programs.

Real estate of less than ten acres used principally for raising poultry,
livestock, fruit, vegetables or other agricultural products, shall be consid-
ered as agricultural land, if it is not used primarily for residehtial purposes.

The assessor shall determine and list separately on the records the market
- value of the homestead dwelling and the one acre of land on which that
dwelling is located. If any farm buildings or structures are located on this
homesteaded acre of land, their market value shall not be included in this
separate determination.

Sec. 14. Minnesota Statutes 1987 Supplement, section 273.13, subdi-
vision 24, is amended to read:

Subd. 24. [CLASS 3.] (a) Commercial and industrial property is class
3a. It is assessed at 60 Aas a tax capacity of 3.3 percent of the first $80,000
of market value and 96 5.3 percent of the market value over $80,000. In
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the case of state-assessed commercial or industrial property owned by one
person or entity, only one parcel may qualify for the 66 3.3 percent assess—
ment treatment of its capacity. In the case of other commercial or industrial
property owned by one person or entity, only one parcel in each county
may qualify for the 60 3.3 percent assessment treatment of its capacity.

(b) Employment property defined in section 469.166, during the period
provided in section 469.170, shall constitute class 3b and shal be valued
and assessed at 45 has a tax capacity of 2.5 percent of the first $50,000
of market value and 50 3.5 percent of the remainder, except that for employ-
ment property located in a border city enterprise zohe designated pursuant
to section 469.168, subdivision 4, paragraph (c), the tax capacity of the
first $80,000 of market value shall be valued and assessed at 60 is 3.3
percent and the tax capacity of the remainder shalt be assessed and valued
at 86 is 4.8 percent, unless the governing body of the city designated as
an enterprise zone determines that a specific parcel shall be assessed pur-
suant to the first clause of this sentence. The governing body may provide
for assessment under the first clause of the preceding sentence only for
property which is located in an area which has been designated by the
governing body for the recelpl of tax reducuons authorized by section
469,171, subdivision 1.

Séc. 15. Minnesota Statutes 1987 Supplement, section 273.13, subdi-
vision 25, is amended to read:

Subd. 25. [CLASS 4.] (a) Class 4a is residential real estate containing
. four or more units and used or held for use by the owner or by the tenants
" or lessees of the owner as a residence for rental periods of 30 days or more.
Class 4a also includes hospitals licensed under sections 144.50 to 144.56,
other than hospitals exempt under section 272.02, and contiguous property
used for hospital purposes, without regard to whether the property has been
platted or subdivided. Class 4a property is assessed at 70 has a tax capacity
of 4.1 percent of market value.

(b) Class 4b includes:

" {1) residéntial real estate containing less than four units, other than
seasonal residential, recreational, and homesteads a structure having five
or mare stories that is constructed with materials meeting the requirements
Jor type I or II construction as defined in the state building code, 90
-percent or more of which is used or is to be used as apartment housing
Jor a period of 40 years from the date of completion of original construc-
tion, or the date of initial though partial use, whichever is the earlier date;

(2) post-secondary student housing not to exceed one acre of land which
is owned by a nonprofit corporation organized under chapter 317 and is
used exclusively by a sorority or fraternity organization for housing;

(3) manufactured homes not classified under any other provision; and

(4) a dwelling, garage, and surrounding one acre of property on a non-
homestead farm classified under subdivision 23, paragraph (b), which has
a tax capacity of 2.7 percent.

" Class 4b property s assessed at 69 percent for taxes levied in +9-88—
-payable ir 1989 and thereafter has a tax capacity of 3.5 percent, except
as provided in clause (4). o

(c) Class 4c property includes:
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(1) a structure that is situated on real property that is used for housing
for the elderly or for low and moderate income families as defined by Tide
II of the National Housing Act or the Minnesota housing finance agency
law of 1971 or rules promulgated by the agency pursuant thereto and
financed by a direct federal loan or federally insured loan or a loan made
by the Minnesota housing finance agency pursuant to the provisions of
either of those acts and acts amendatory thereof. This clause applies only
to property of a nonprofit or limited dividend entity. Property is classified
as class 4c¢ under this clause for 15 years from the date of the completion
of the original construction or substantial rehabilitation, or for the original
term of the lpan;

© (2) a structure that is;

(1) situated upon real property that is used for housing lower income
families or elderly or handicapped persons, as defined in section 8 of the
Uriited States Housing Act of 1937, as amended; and

(1i) owned by an entity which has entered into a housing assistance
payments contract under section 8 which provides assistance for 100 percent -
of the dwelling units in the structure, other than dwelling units intended
for management or maintenance personnel. Property is classified as class
4c under this clause for the term of the housing assistance payments con-
tract, including all renewals, or for the term of its permanent financing,
whichever is shorter=, and

(3) a qualified low-income building that receives a low-income hou&ing
credit under section 42 of the Internal Revenue Code of 1986, as amended
through December 31, 1987.

For all properties described in clauses (1) and €23, (2), and (3) and in
paragraph (d), elause {Z}; the market value determined by the assessor
must be based on the normal approach to value using normal unrestricted
rents. The land on which these structures are situated has a tax capaciry
of 3.5 percent if the structure contains fewer than four units, and 4.1
percent if the structure contains four or more units.

£33 (4) a parcel of land, not to exceed one acre, and its improvements or
a parcel of unimproved land, not to exceed one acre, if it is owned by a
neighborhood real estate trust and at least 60 percent of the dwelling units,
if any, on all land owned by the trust are leased to or occupied by lower
income families or individuals. This clause does not apply to any portion -
of the land or improvements used for nonresidential purposes. For purposes
of this clause, a lower income family is a family with an income that does
not exceed 65 percent of the median family income for the area, and a
lower income individual is an individual whose income does not exceed 65
percent of the median individual income for the area, as determined by the
United States Secretary of Housing and Urban Development. For purposes
of this clause, “neighborhood real estate frust” means an entity which is
certified by the governing body of the municipality in which it is located
to have the following characteristics: (a) it is a nonprofit corporation orga-
nized under chapter 317; (b) it has as its principal purpose providing housing
for lower income families in a specific geographic community designated
in its articles or bylaws; (c) it limits membership with voting rights to
residents of the designated community; and (d) it has a board of directors .
consisting of at least seven directors, 60 percent of whom are members
with voting rights and, to the extent feasible, 25 percent of whom are elected
by resident members of buildings owned by the trust; and
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4 (5) except as provided in paragraph (d), clause (1), real property
devoted to temporary and seasonal residential occupancy for recreation
purposes, including real property devoted to temporary and seasonal res-
idential occupancy for recreation purposes and not devoted to commercial
purposes for more than 200 days in the year preceding the year of assess-
ment. For this purpose, property is devoted to commercial use on a specific
day if it is used, or offered for use, and a fee is charged for the use. Class
4¢ also includes commercial use real property used exclusively for recre-
ational purposes in conjunction with class 4c property devoted to temporary
and seasonal residential occupancy for recreational purposes, up to a total
of two acres, provided the property is not devoted to commercial recrea-
tional use for more than 200 days in the year preceding the year of assess-
ment and is located within two miles of the class 4c property with which
it is used. Class 4c property classified in clauses (5) and (6) also includes
the remainder of class 4d Ic resorts and has a tax capacity of 2.6 percent
of market value, except that noncommercial seasonal recreational property
has a tax capacity of 2.4 percent; and

€53 (6) real property up to a maximum of one acre of land owned by a
nonprofit community service oriented organization; provided that the prop-
erty is not used for a revenue-producing activity for more than six days in
. the calendar year preceding the year of assessment and the property is not
used for residential purposes on either a temporary or permanent basis.
For purposes of this clause, a “nonprofit community service oriented orga-
nization” means any corporation, society, association, foundation, or insti-
tution organized and operated exclusively for charitable, religious, fraternal,
civic, or educational purposes, and which is exempt from federal income
taxation pursuant to section 501(c)(3), (10), or (19) of the Internal Revenue
Code of 1986, as amended through December 31, 1986. For purposes of
this clause, “revenue-producing activities” shall include but not be limited
to property or that portion of the property that is used as an on-sale intox-
icating liquor or nonintoxicating malt liquor establishment licensed under
chapter 340A, a restaurant open to the public, bowling alley, a retail store,
gambling conducted by organizations licensed under chapter 349, an insur-
ance business, or office or other space leased or rented to a lessee who
conducts a for-profit enterprise on the premises. Any portion of the property
_ which is used for revenue-producing activities for more than six days in
the calendar year preceding the year of assessment shall be assessed as
class 3a. The use of the property for social events open exclusively to
members and their guests for periods of less than 24 hours, when an
admission is not charged nor any revenues are received by the organization
shall not be considered a revenue- producing activity; and -

Class 4c¢ property is assessed at 30 classified under clauses (1), (2}, (3),
and (4) has a tax capacity of 2.5 percent.

(d) Class 4d property includes:

(—Heemmefeﬂ}ueefea%pfepeﬁyfh&wbﬂ%sa}akeshefehﬂeaﬁéﬁéeve%ed
to temperery and seasonal residential eccupaney fof reereational purpeses
but net devoted o commmeretal purpeses for more than 200 days in the yenr
preceding the yeef of assessment; and that includes & portion used a5 a
homestead by the owner- The area of the property that is classified as elass
4d must pot exceed 100 feet of lakceshore footage for each cabin of campsite
loeated on the property up to a total of 800 feet and 500 feet in depthy
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measured awey from the lakeshore;
€2} any structure:

(i) situated on real property that is used for housing for the elderly or
for low and moderate income families as defined by the farmers home
administration;

(ii) located in a municipality of less than 10,000 population; and

(iii) financed by a direct loan or insured ioan from the farmers home
administration. Property smust be assessed is classified under this clause
for !5 years from the date of the completion of the orlgmal construction
- of for the original term of the loan. '

The 20 percent and 5O percent assessment ratios /.4 percent and 2.5
percent tax capacity assignments apply to the properties described in para-
graph (c), clauses (1) apd €23, (2), and (3) and this clause, only in proportion
to occupancy of the structure by elderly or handicapped persons or low

- and moderate income families as defined in the applicable laws unless
construction of the structure had been commenced prior to January 1,
1984; or the project had been approved by the governing body of the .
mumc1pahty in which it is located prior to June 30, 1983; or financing of
the project had been approved by a federal or state agency prior to June
30, 1983. Classification under this clause is only available to property of
a nonproflt or limited dividend entity; and

(Séehemm&fmafke&vﬁ}&eeffeﬁes{ateefm&m#&emfed
hemes used for the purpeses of & homestead by

&) any blind persen; if the blind persen is the owner thereof oF if the
blind person and the blind person™s spouse are the sole ewners thereof; of

(—H—}a-ﬂypefseﬂ;hefemaﬁeffefeﬁeéte&siv&ef&n,—w-h&

€A served in the active military of naval sepvice of the United States:
and

(—B}iseﬁ&ﬂed%eeempeﬁﬁa&eaaﬂdéfme%&ﬂdfeg&&&eﬂseffhe
United States for permanent and total service-conhected disability due to

the loss; of toss of use; by reason of amputation: ankylosis; progressive
musewntar dystrophiess or parabysis; of both lower exitremities; stch as to
ﬁfeeméeme&eﬂwﬁheu{&heaiéefbmees—em%ehes—eaﬂes—efawhee}em.

é@%&hasﬁst&ﬁeeby%headﬂﬂmﬁfa&en&f%&m&ﬁaﬁsh&saeqaﬁed
& special heusing viit with speeinl fixtures of movable faeHlities made

necessary by the pature of the veteran's disability; or the surviving spouse
eﬁ%heéeee&sedvﬂ&aﬂfefas{eﬂg&sthewmgspeusefe%&m&the

_ spectal housing unit as a homestead: of

) any person whe: _

) is permanently end tetally disabled and

B) receives 00 percent or more of total income from

) aid from airy state as a result of that disability; or

2) supplemental seeurity income for the disabled: or

@%ﬂeefs—eempen&aaeﬂb&seéen&ﬂnémgefm%aﬂépefm&neﬂ{
disability: of
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H-)see}ﬂ%seeﬂﬁrydﬁabﬁ&y—memdmgéheameﬂmefadﬁ&b&ﬁym&&ﬁ
ance benpefit which is corverted to an old age insurance benefit and any
subsequent cost of Hving tReoreases; of

@M%ﬂ&&e&d&ﬂk&ﬂ*&aﬂ&eﬂﬁmﬂ%eﬁ%gm&dm
Cede Annotateds title 45 section 228b{a)5; or

eéaapeﬂs*enﬁfem&nyleea}g&vemmeﬂneﬂfememﬁuﬂélee&%edmme
state of Minneseta a5 a result of thet disability-

Wﬁmﬂmmmmmmﬁmm#m
eommissioner of human serviees eertifies to the assessor that the ewner of
the propesty satisfies the requirements of this subdivision The commis-
s&eﬂefefhumaﬂsemeesshaﬁpfe%éeaeeﬁyef%heeemﬂea&eﬂmthe
cominisstones of revenus- :

TFhe remaining value of class 4(d)E3) property in excess of $34;000 shall
be valued and assessed under subdivisien 22 or 23 a5 appropriate; provided
that only the value in excess of $34-000 but not in excess of $685000 is
assessed o the rate provided for the first tHer of value in subdivision 22
of only the velue in excess of $34;000 but not in excess of $667000 is
assessed at the rate provided for the first Her of value in subdivision 23.

Class 4d property is assessed ai 30 pereent of matket value has a rax
capacity of 1.4 percent of market value.

Sec.. 16. Minnesota Statutes 1987 Supplement, secuon 273.13, subdi-
vision 31, is amended to read:

Subd. 31. [CLASS 5.] All property not included in any other class is
class 5 property and is assessed at 96 percent of market velue.

(a) Tools, implements, and machinery of an electric generating, trans-
mtission, or distribution system or a pipeline system transporting or dis-
tributing water, gas, crude oil, or petroleum products or mains and pipes
used in the distribution of steam or hot or chilled water for heating or
cooling buildings, which are fixtures, have a tax capacity of 4. 5 percent
of market value.

(b) Unmined iron ore and low-grade iron-bearing formations as defined
in section 273 .14 have a tax capacity of 5.3 percent of market value.

(¢} Vacant land has a tax capacity of 5.3 percent of market value.

- (d) All other property not otherwise classified has a tax capacity 0f5.3
percent of market value.

Sec. 17. Minnesota Statutes 1987 Supplement section 273.135, sub-’
division 2, is amended to read:

Subd. 2. The amount of the reduction -authorized by subdivision 1 shall
be

(a) In the case of property located within the boundaries of a municipality
which meets the qualifications prescribed in section 273.134, 66 percent
of the tax, provided that the reduction shall not exceed the maximum
amounts specified in clause (c) and shall not exceed an amount sufficient
to reduce the effective tax rate on each parcel of property to 95 percent
of the base year effective tax rate.

{b) In the case of property located within the boundaries of a school
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district which qualifies as a tax relief area but which is outside the bound-
aries of a municipality which meets the qualifications prescribed in section
273.134, 57 percent of the tax, provided that the reduction shall not exceed
the maximum amounts specified in clause (¢) and shall not exceed an
amount sufficient to reduce the effective rax rate on each parcel of property
to 95 percent of the base vear effective tax rate.

(c) The total maximum reduction of the net tax on property described
in clause (a) is $490 for taxes payable in 1985. The total maximum reduction
for the net tax on property described in clause (b) is $435 for taxes payable
in 1985. These maximum amounts shall increase by $15 per year for taxes
payable in 1986 and thereafter.

For the purposes of this subdivision, “tax” means the tax on the property
before application of the credit payable under this section and “effective
tax rate” means tax divia’ed by the market value of the property, and “base
year effective tax rate” means the tax on the property after the application
of the credit payable under this section for taxes payable in 1988, divided
by the market value of the property.

Sec. 18. Minnesota Statutes 1987 Supplement, section 273.1391, sub-
division 2, is amended to read:

Subd. 2. The amount of the reduction authorized by subdivision 1 shall
be: ‘ ‘

{(a) In the case of property located within a school district which does
not meet the qualifications of section 273.134 as.a tax reiief area, but which
is located in a county with a population of less than 100,000 in which
taconite is mined or quarried and wherein a school district is located which
does meet the qualifications of a tax relief area, and provided that at least
90 percent of the area of the school district which does not meet the
qualifications of section 273.134 lies within such county, 57 percent of the
tax, provided that the amount of said rhe reduction shall not exceed the
maximum amounts specified in clause {c) ard shall not exceed an amount
sufficient to reduce the effective tax rate on each parcel of property to 95
percent of the base year effective tax rate. The reduction provided by this
clause shall only be applicable to property located within the boundaries
of the county described therein.

{b) In the case of property located within a school district which does
not meet the qualifications of section 273.134 as a tax relief area, but which
is located in a school district in a county containing a city of the first class
and a qualifying municipality, but not in a school district containing a city
of the first class or adjacent to a school district containing a city of the
first class unless the school district so adjacent contains a qualifying munic-
ipality, 57 percent of the tax, but not to exceed the maximums specified

-in clause (c) and not to exceed an amount sufficient to reduce the effective
tax rate on each parcel of property to 95 percent of the base year effective
tax rate.

(c) The total maximum reduction of the tax is $435 for taxes payable in
1985. This total maximum amount shall increase by $15 per year for taxes
payable in 1986 and thereafter.

For the purposes of this subdivision, “tax” means the tax on the property
before application of the credit under this section, “effective tax rate”
means tax divided by the market value of the property, and “base year
effective tax rate” means the tax on the property after the application of
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the credit payable under this section for taxes payable in 1 988 divided
by the market value of the property.

Sec. 19. Minnesota Statutes 1987 Supplement “section 273.1392, is
amended to read:

“The amounts ofsmaﬂbuﬁrﬁess&mmeﬁduuﬂdefseeaeﬂ%
disaster or emergency reimbursement under section 273,123; attached
. machinery aid under section 273.138; homesiead credit replacement aid
wader section 2731394 agrienltural eredit replacement atd under seetion
2331395 transition aid and disparity aid under section 273.1398; and
metropolitan agricultural preserve reduction under section 473H.10, ‘shall
be certified.to the department of education by the department of revenue.
The amounts so certified shall be paid according to section 124.195, sub-
divisions 6 and 10.

Sec. 20. Minnesota Statutes 1987 Supplement section 273 1393,
amended to read:

Notwithstanding any other provmons to the contrary, “net” property
taxes are determined by subtracting the credits in the order listed from the
gross tax:

(1) small busmess property tax transition credlt as provrded in section
273 1195;

2) disaster credit as provided in section 273.123;

(3) powerline credrt as provided in section 273, 42,

~ (4) agricultural preserves credit as provided in section 473H. 10,

(5) enterprise zone credit as provided in section 469.171;
(6)st&tepaiéhemesteadefedﬁaspfeﬂéeémseeﬂeﬂ243—}3-subdﬁqﬂen‘

4} taconite homestead credit as provrded in section 273.135;
& (7) supplemental homestead credit as provided in section 273. 1391.

‘The combination of all property tax credits must not exceed the gross
tax amount,

- Sec. 21. [273. 1398} [TRANSITION AID AND DISPARITY REDUC-
"~ TION AID.]

Subdivision 1. [DEFIN]TIONS] In this section, the terms defmed in
this subdivision have the meamngs grven them. '

{a) “Unique taxing jurisdiction” means the geographic area in which
the local governments levying taxes under section 275.07 -are the same.

(b) “Effectzvé tax rate” is the property tax payable on a parce[ in 1988
after reduction for the homestead credit, a' ivided by the property's equalized
market value.

(c) “Farm homestead effective tax rate” is the gross taxes reduced by
agricultuml and homestead credits, if applicable, for all farm homesteads
" in a unique taxing jurisdiction, divided by the total of the farm homesteads’
equalized market values.

(d) “Farm homestead effecuve tax rate change means the ratio of the
farm homestead effective tax rate for taxes payable in 1988 to the farm
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homestead effective tax rate that would be derived by using the 1987
assessment’s equalized market values, multiplied by the appropriate tax
capacity rates listed in section 273.13.

{e) “Homestead credit maximum™ means the maximum possible home—
stead credit payable within a unique taxing Jurisdiction.

(f) “Homestead immediately below the homestead credit maximum” means
a nonagncultuml homestead receiving $1 less than the homestead cred:t ‘
maximum within a unique taxing jurisdiction.

(g) “Tax capacity” means the tax capacity computed using the tax rates
listed in section 273 .13 for all property within the unique taxing jurisdic-
tion based on the January 2, 1987, assessment. The equalized market value
utilized shall be reduced by the sum of:

(1) the unique taxing jurisdiction’s equalized market value of commercial
industrial property as defined in section 473F02, subdivision 3, multiplied
by the ratio determined under section 473F08, subdivision 6, for the munic-
ipality, as defined in section 473F02, subdivision 8, in whlch Ihe unigue
taxing jurisdiction is located; and

(2} the equalized market value of the captured value of tax increment
financing districts as defined in section 469.177, suba’:v:smn 2.

(h) “Equalized market value” is market value that has been equaltzed
by dividing the assessor’s estimated market value by the assessment sales
ratios determined by class in the 1987 assessment sales ratio study con-
ducted by the department of revenue under section 124.2131. For com-
putation of aids payable in 1989 only, the assessment sales ratios by class
shall be adjusted proportionately so that the overall level of equalization
after the computation shall not be greater than the greater of 92 percent
or the 1987 aggregate assessment sales ratio.

(i} “Homestead effective rate” means the effective tax rate far taxes
payable in 1988 of a homestead immediately below the homestead credit
maximum.

Subd. 2. [TRANSITION AID.] (a) Transition aid for each unique raxmg
jurisdiction for taxes payable in 1989 is:

(1) the total gross tax levied on all properties, except that levied on the
captured value of tax increment districts as defined in section 469.177,
subdivision 2, and that levied on the portion of commercial industrial
properties’ assessed value, as defined in section 473F02, subdivision 3,
subject to the areawide tax as provided in section 473F08, subdivision 6,
in the unique taxing jurisdiction before reduction by the homestead or -
agricultural credit for taxes payable in 1988, minus

(2) the product of the followmg factors
fi) 105.5;

(ii) the homestead effective rate, mulnphed by the ratio of what wou!d
have been the school foundation and transportation levies within the unigue
taxing jurisdiction based on the school district’s unadjusted 1987 adjusted
assessed value to the payable 1988 school foundation and transportation
levies within the unique taxing jurisdiction, multiplied by the ratio of the
payable 1988 school foundation and transportation levies to the total levy
within the unique taxing jurisdiction; and .
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(ifi) the tax capacity.

(b) The transition aid is allocated in proportion to the local government's
pavable 1988 levies, as adjusted under paragraph (a), within Ihe nnique
taxing jurisdiction.

(¢} A county'’s transition aid shall be reduced by the emmated difference
between. : :

(1) the calendar year 1989 income maintenance aids payable té .rhe
county under article 6 pursuant to the rates in effect for calendar year
1989, and .

{2) the calendar year 1989 income maintenance aids that would be
payable to the county under article 6 pursuant to the rates in effecr for
calendar year 1988.

Subd. 3. - [ADDITIONAL TRANSITION AID FOR TOWNSHIPS. 1 {a)
A unique taxing jurisdiction containing a township may receive additional
transmon aid. If:

(1) the total gross rax levied on all properties, except that levied on the
captured value of tax increment districts as defined in section 469.177,
subdivision 2, and that levied on the portion of commercial industrial
properties’ assessed value, as defined in section 473F02, subdivision 3,
subject to the areawide tax as provided in section 473F08, subdivision 6,
in the unique taxing jurisdiction before reduction by the homestead or
- agricultural credit for taxes payable in 1988, minus

(2) the product of the following factors:
(i) the tax capacity; and
. (ii) the farm homestead effective rate change

is greater than the transition aid calculated under subdivision 2, the amount
_of the difference is additional transition aid for the unique taxing jurisdiction.

(b) The additional transition aid is first allocated to the township in the
amount necessary 1o reduce its 1988 gross tax as adjusted under paragraph
“(a) to 12 percent of its tax capacity. Any remainder is allocated as a credit
to the unigue taxing jurisdiction's taxpayers in the proportion that their
1989 gross 1ax as adjusted under paragraph (a) bears to the total gross
taxes levied, as adjusted under paragraph (a), in the unique taxing
Jurisdiction.

Subd. 4. [DISPARITY REDUCTION AID.| (a) Local governments exer-
cising tax authority within a unique taxing jurisdiction in which the effec-
tive tax rate for a homestead immediately below the homestead credit
maximum is greater than one percent for taxes payable in 1988 shall receive
disparity reduction aid. For purposes of this subdivision, the effective tax
rate will be calculated using total taxes levied exclusive of any school
referendum levies authorized under section 124.03, subdivision 2, and any
school district debt service levy authorized under section 475.61.

" {(b) The disparity reducnon aid shall be the greater of:

(1) the difference between (i) the total 1988 gross tax levied on all taxable
property within the unigue taxing jurisdiction as adjusted under subdivision
2, paragraph {a), minus the total transition aids and credits calculared in
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subdivisions 2 and 3, and (ii) the tax capacity of the unique taxing juris-
diction based on a 100 percent level of equalization; or

(2} 20 percent of the difference between (i) 23 percent of the citys or
township’s tax capacity based on a 92 percent level of equalization for
aids payable in 1989 only and (ii) its 1988 gross tax as adjusted under
subdivision 2, paragraph (a), minus transition aids payable to the city or
township pursuant to subdivisions 2 and 3 and the credits, if any, payable
to a township’s residents under subdivision 3.

{c) The disparity reduction aid is allocated first to the city or township’
in an amount sufficient to reduce its 1988 gross tax within the unigue taxing
Jjurisdiction 1o 23 percent of tax capacity and then to all special taxing
districts, either coterminous or contained wholly within the city or township
within the unique taxing jurisdiction and levying taxes payable in 1988 in
the proportion that their individual taxes levied bear to their combined
taxes levied to reduce their combined gross taxes to four percent of tax
capacity. Any remaining disparity reduction aid will be payable directly
to taxpayvers residing in the unique taxing jurisdiction-in the proportion
" that their 1989 gross tax as adjusted under subdivision 2, paragraph (a),
bears to the total gross taxes levied, as adjusted under subdivision 2,
paragraph (a), in the unique taxing jurisdiction. The amount of credit and
the credit payable under subdivision 3, paragraph (b), will be increased
by five percent and certified by the departiment of revenue to the county
auditor who will proportionately reduce the payable 1989 taxes of the
school district and county levying taxes in the unique taxing jurisdiction
accordingly. The amount of the credit shall be reimbursed 1o the county
and school district. The credit reimbursement will be payable at the same
time as the aid payments made under subdivision 5.

Subd. 4a. Cities with a population greater than 2,500 and less than
35,000 according to the 1980 decennial census which are adjacent to cities
in another state or immediately adjacent to a city adjacent to a city in
another state shall receive additional disparity reduction aid if the adjacent
city in the other state has a population of greater than 5,000 and less than
75,000, The aid shall be a sum sufficient to reduce the total taxes levied
on class 4a property to three percent of the property's market value and
the tax on class 3a property.to 3.3 percent of market value. The county
audiror shall proportionately reduce each local government’s tax capaczty
rate applied to class 4a so as 1o reduce each class 4a property’s tax to

" three percent of market value and shall proportionately reduce each local
government’s tax capacity rate applied to class 3a property so as to reduce
each class 3a property’s tax ro 3.3 percent of market value. - :

Subd. 4b. The county auditor shall annually certify the cost of the addi-

“tional disparity reduction aid resulting from the provision of subdivision

4a to the department of revenue. Payment of the aid to the affected taxmg
Jurisdictions will be made pursuant to subdivision 5.

Subd, 5. [PAYMENT.] The commissioner shall certify and pay the aids
provided in this section at the times provided in sections 477A.014 and
477A.015 for certification and payment of local government aid to other
taxing jurisdictions. Aids to school districts must be certified to the com-
missioner of education and paid under section 273.1392. Payment shall
not be made to any taxing jurisdiction that has ceased to levy a property
tax. ’
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Subd. 6. [APPROPRIATION.| An amount sufficient to pay the aids pro-
vided under this section is annually appropriated from the general fund
to the commissioner of revenue.

Sec. 22. Minnesota Statutes 1986, section 275.07, is amended by adding
a subdivision to read:

Subd. 3. For taxes payable in 1989, a city'’s or township’s levy shall be
certified in the following separately stated amounts:

(1) the product of:

(i) the amount of the posmve difference, zfany, of (A) the percentage
increase in the sum of a city's or townshtps levy plus aids received under
chapter 4774 for 1989 over the prior year s sum of the same amounts minus
(B) the percentage increase in the city’s or township’s 1989 aid amount
received under chapter 477A over the city's or township's 1988 aid mul-
tiplied by -

(ii) the city’s or township’s levy; and
(2) the remainder of the city’s or township’s levy.

"Sec. 23. Minnesota Statutes 1986 section 275.08, is amended by adding
a subdivision to read:

Subd. la. The county auditor shall annually compute the tax capacity
for each parcel according to its tax capacity rates in section 273.13. The
tax capacity will be the tax capacity rate mulnplzed by the parcel’s market
value. '

Sec. 24. Minnesota Statutes 1986, section 275.08, is amended by adding
a subdivision to read:

Subd. 1c. The amounts certified under section 275.07 by an individual

" local government unit shall be divided by the total tax capacity of all

taxable properties within the local government unit’s taxing jurisdiction.

The resulting ratio, the local government’s tax capacity rate, multiplied

by each property’s tax capacity shall be each property’s total tax for that
local government unit.

Sec. 25. Minnesota Statutes 1987 Supplement, section 276.04, is amended
to read:

276.04 [NOTICE OF RATES; PROPERTY TAX STATEMENTS.]

Subdivision 1. [AUDITOR TO PUBLISH RATES.] On receiving the tax
lists from the county auditor, the county treasurer shall, if directed by the
county board, give three weeks' published notice in a newspaper specifying
the rates of taxation for all general purposes and the amounts ralsed for
each specific purpose.

© Subd. 2. [CONTENTS OF TAX STATEMENTS.] (a) The treasurer shall,
whether or not directed by the county board, cause to be printed on ali tax
statements, or on an attachment, a tabulated statement of the dollar amount
due 10 each taxing authority from the parcel of real property for which a’
particular tax statement is prepared. The dollar amounts due the county,
township or municipality and school district shall must be separately stated
but the amount listed for the dollar amount due the city or township shall
be net of the amount due the city or township for.the levy certified under
section 275.07, subdivision 3, clause (1), and the amount listed for the
dollar amount due the school district shall be net of the amount due the
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school district for a referendum levy authorized under section 124A.03,
subdivision 2. and for debt levies authorized under section 475.61. The
amounts due other taxing districts, if any, may be aggregated. The dollar
amounts, including the dollar amount of any speciai assessments, may be
rounded to the nearest even whole dollar. For purposes of this section whole
odd-numbered dollars may be adjusted to the next higher even-numbered
dotlar. The statement shall inclnde the following sentence, printed in upper
case letters in boldface print: “THE STATE OF MINNESOTA DOES NOT
RECEIVE ANY PROPERTY TAX REVENUES. THE STATE OF MIN-
NESOTA REDUCES YOUR PROPERTY TAX BY PAYING CREDITS AND
REIMBURSEMENTS TO LOCAL UNITS OF GOVERNMENT” -

(#) The property tax statements for manufactured homes and sectional
structures taxed as personal property shall contain the same mformatlon
that is required on the tax statements for real property.

{c) Real and personal property tax statements must contain (1) the
‘propertys market value, as defined in section 272.03, subdivision 8, (2)
" the tax capacity rate applicable to the property’s classification under sec-

tion 273 .13, and the product of {1} and (2), property’s initial tax. The
statement must also show the decrease in tax attributable to that portion
of the sum of the following aids attributable to the property as “state paid
tax relief” : (i) general education revenue under section 124A.23, (ii) local
government aid for cities, towns, and counties under chaprer 4774, (iii)
transitional aid and disparity reduction aid paid under section 273 .1398,
‘and (iv) income maintenance aids,

If the total tax itemized by jurisdiction and net of the amounts indicated
above is greater than the initial tax, then the difference, if any, plus the
dollar amount due the city or township for the levy certified under section
275.07, subdivision 3, clause (1), and the dollar amount due the school.
district for a referendum levy authorized under section 124A.03, subdi-
vision 2, and debt levies authorized under section 475 .61 shall be setforrh
on the statement as “'Local Government Taxes in Excess of State Limitations.”

Subd. 3. [MAILING OF TAX STATEMENTS.] The county treasurer shall
mail to taxpayers statements of their personal property taxes due; such
statements to be meiled not later than February 15 ¢, except in the case of
manufactured homes and sectional structures taxed as personal property}s. -
Statements of the real property taxes due shall be mailed not later than
January 314 previded; that. The validity of the tax shall not be affected by
failure of the treasurer to mail sueh the statement. The taxpayer is defined
as the owner who is responsible for the payment of the tax. Sueh real and
perserel property tax staternents shall contain the market value; as defined
in section 272-03; subdivision & used th determining the twe- The statement
shall show the amount atributable to the deecrease in tax under section
paid agricultoral eredit amount and the amount attributable to the deerease
in tax order seetion 275-082 aer-sib&%&ble to Minneseta Statutes 1086 see-
The statement must state the ameunt deducted under section 2—7‘%—-[—1—95 and
identify it as “state paid small business transition eredit"2

Subd. 4. [COLLECTION SITE.] If so directed by the county board, the
treasurer shall visit places in the county as the treasurer deems expedient
for the purpose of receiving taxes and the county board is authorized to
pay the expenses of such visits and of preparing duplicate tax lists. Failure
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to mail the tax statement sha]l not be decmed a material defect to affect
the validity of any judgment and sale for delinquent taxes.

- Sec. 26. Minnesota Statutes.1986, section 276.06, is amended to read:
276.06 [TAX STATEMENTS TO STATE APPORTIONMENT OF TAXES.]

The treasurer of each county may cause to be printed, stamped, or written
on the back of all current tax statements, of on a separate sheet or card to
be furnished with the statements, a statement showing the aumber of mills
tax capacity rate of the current tax apportloned to the state, county, cuy,
town, or school district.

Sec. 27. Minnesota Statutes 1987 Supplement sectlon 469,177, sub-
division 7, s amended to read:

Subd. 7. [PROPERTY CLASSIFICATION CHANGES.] When any law
governing the classification of real property and determining the percentage
of market value to be assessed for ad valorem taxation purposes is amended,
the increase or decrease in assessed valuation resulting therefrom shall be
‘applied proportionately to original assessed value and captured assessed
value of any tax increment financing district in each year thereafter. This
subdivision applies to tax increment districts created pursuant to sections
469.174 to 469.178 or any prior tax increment law No adjustment shall
be made under this subdivision as.a result of the change from a system of
- property taxation based on assessed values to a system based on tax
capacity under this act.

- Sec. 28. [TAX INCREMENT ADJUSTMENT]

The county auditor shall determine a tax mcrement district’s ongmal
. tax capacity by multiplying the district's market values by class in the year
of original certification or year of certification for any modification, as
the case may be; by the tax capacity rates in section 273.13. The original
" tax capacity of an economic development district shall also be inflated to
reflect the annual adjustment required by section 469.177 for prior years.
The original tax capacities of the districts under this section shall be
certified to authorities by July 1, 1988,

Sec. 29. Minnesota Statutes 1987 Supplement, section 473.446, sub-
division 1, is amended to read: :

. Subdivision 1. [FTAXATION WITHIN TRANSIT TAXING DISTRICT.]
For the purposes of sections 473.401 to 473.451 and the metropolitan transit
system, except as otherwise provided in this subdivision the regional transit
board shall levy each year upon all taxable property within the metropolitan
transit taxing district, defined in subdivision 2, a transit tax consisting of:

(a) an amount up to two mills times the assessed value of all such
_property, based upon the level of transit service provided for the property,
the proceeds of which shall be used for payment of the expenses of operating
[transit and paratransit service and to provide for payment of obligations
issued by the commission under section 473.436, subdivision 6;

" (b) an additional amount, if any, as the board determines to be necessary
to provide for the full and timely payment of its certificates of indebtedness
and other obligationis outstanding on July 1, 1985, to which property taxes
under this section have been pledged; and’ .

(c) an additional amount necessary to provide full and timely payment
of certificates of indebtedness, bonds; including refunding bonds or other
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obligations issued or to be issued under section 473.39 by the council for
purposes of acquisition and betterment of property and other improvements
of a capital nature and to which the council or board has specifically pledged
tax levies under this clause.

The county auditor shall reduce the tax levied pursuant to this subdivision
on all property within statutory and home rule charter cities and towns that
receive full peak service and limited off-peak service by an amount equal
to the tax levy that would be produced by applying a rate of 0.5 mills on
the property. The county auditor shall reduce the tax levied pursuant to
this subdivision on all property within statutory and home rule charter
cities and towns that receive limited peak service by an amount equal to
the tax levy that would be produced by applying a rate of 0,75 mills on
the property. The amounts- so computed by the county auditor shall be
submitted to the commissioner of revenue as part of the abstracts of tax
lists required to be filed with the commissioner under section 275.29. Any
prior year adjustments shall also be certified in the abstracts of tax lists.
The commissioner shall review the certifications to determine their accu-
racy and may make changes in the certification as necessary or return a
certification to the county auditor for corrections. The commissioner shall
pay to the regional transit board the amounts certified by the county auditors
on the dates provided in section 2734394 273.1398. There is annually
appropriated from the general fund in the state treasury to the department
of revenue the amounts necessary to make these payments in fiscal year
1987 and thereafter.

For the purposes of this subdivision, “full peak and limited off-peak
service” means peak period regular route service, plus weekday midday
regular route service at intervals longer than 60 minutes on the route with
the greatest frequency; and “limited peak period service" means peak
penod regular route service only.

Sec, 30. Minnesota Statutes 1986, section 473E02, is amended by addmg ‘
a subdivision to read:

Subd. 23. “Tax capacity” means the market value of real and personal
property multiplied by its tax capacity rates in section 273.13.

Sec. 31. Minnesota Statutes 1987 Supplement, section 473E05, is amcnded
to read:

473F05‘[ASS-ESS-E-D VALEUATION TAX CAPACITY,; 1972 1988 AND
_ SUBSEQUENT YEARS.]

On or before November 20 of 1972 /988 and each subseguent year, the
assessors within each county in the area shall determine and certify to the
county auditor the assessed valuatior rax capacity in that year of com-
. mercial-industrial property subject to taxation within each municipality in
“the county, determined without regard to section 469.177, subdivision 3.

Sec. 32. Minnesota Statutes 1987 Supplement section 473E06, is amended
to read:

473E06 {INCREASE IN ASS-ESS-E-D MAEUATION TAX CAPACITY.]

On or before September 1 of 1976 and each subsequent year, the auditor
of each county in the area shall determine the amount, if any, by which
the assessed waluation fax capacity determined in the preceding year pur-
suant to section 473F05, of commerciai-industrial property subject to tax-
ation within each municipality in the auditor’s county exceeds the assessed
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veluation tax capacity in 1971 of commercial-indusirial property subject
to taxation within that municipality. If a municipality is located in two or
more counties within the area, the auditors of those counties shall certify
the data required by section 473E05 to the county auditor who is responsible
_ under other provisions of law for allocating the lévies of that municipality
between or among the affected counties. That county auditor shall deter-
mine the amount of the net excess, if any, for the municipality under this
section, and cerlify ‘that amount under section 473E07. Notwuhstandmg
‘any other provision of sections 473E01 to 473E13 to the contrary, in the
case of a municipality which is designated on July 24, 1971, as a rede-
velopment area pursuant to section 401(a)(4) of the Pubiic Works and
Economic Development Act of 1965, Public Law Number 89-136, the
increase in its assessed valuation fax capacity of commercial-industrial
property for purposes of this section shall be determined in each year
subsequent to the termination of such designation by using as a base the
assessed valuation tax capacity of commercial-industrial property in that
municipality in the year following that in which such designation is ter-
minated, rather than the assessed valuation fax capaciry of such property
in 1971. The increase in assessed valuation fax capacity determined by
this section shall be reduced by the amount of any decreases in the assessed
valuation fax capacity of commercial-industrial property resuiting from
any court decisions, court related stipulation agreements, or abatements
for a prior year, and only in the amount of such decreases made during the
12-month period ending on June 30 of the current assessment year, where
such decreases, if originally reflected in the determination of a prior year’s
valuation rax capacity under section 473E05, would have resulted in a
smaller contribution from the municipality in that year. An adjustment for
such decreases shall be made only if the municipality made a contribution
in a prior year based on the hlghcrva}uaﬂeﬂ tax capacity of the commercial-
industrial property.

Sec. 33. Minnesota Statutes 1987 Supplemem section 473E07, subdi-
v1snon 1, is amended to read:

Subdivision 1. Each county auditor shall certify the determinations pur-
suant to sections 473F05 and 473E06 to the administrative auditor on or
before November 20 of each year. The administrative auditor shall deter-
mine the sum of the amounts certified pursuant to section 473F06, and
divide that sum by 2-1/2. The resulting amount shall be known as the

“areawide tax base capacity for . . . . . . . (year).”

“Sec. 34. Minnesota Statutes 1986, section 473E07, subdw1smn4 is
amended to read:

Subd. 4. The administrative auditor shall determine the"proportion which
the index of each municipality bears to the sum of the indices of all munici-
- palities and shall then multiply this proportion in the case of each munici-
pality, by the areawide tax base capacity.

Sec. 35. Minnesota Statutes 1986, section 473EQ7, subdivision 3, is
aménded to read:

Subd. 5. The product.of the multiplication prescribed by subdivision 4
shall be known as:-the “areawide tax base capacity for.. ... .. (year)
attributable to . . . ... ... .. (municipality).” The administrative auditor
. shall certlfy such product to the auditor of the county in which the munici-

~ pality is located on or before November 25.
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Sec. 36. Minnesota Statutes 1986, section 473F08, subdiviston 1, is
amended to read:

Subdivision 1. The county auditor shall determine the taxable value capacity
of each governmental unit within the auditor’s county in the manner pre-
scribed by this section.

Sec. 37. Minnesota Statutes 1987 Supplement, section 473E08, subcl1v1-
sion 2, is amended to read:

Subd. 2. The taxable value tax capacity of a governmental unit is its assessed
valuatien tax capacity, as determined in accordance with other provisions
of law including section 469.177, subdivision 3, subject to the following
adjustments: ‘

{a) There shall be subtracted from its assessed valuation tax capacity, in
each municipality in which the governmental unit exercises ad valorem tax-
ing jurisdiction, an amount which bears the same proportion to 40 percent
of the amount certified in that year pursuant to section 473E06 in respect to
that municipality as the total preceding year’s assessed valuation tax capac-
iry of commercial-industrial property which is subject to the taxing jurisdic-
tion of the governmental unit within the municipality, determined without
regard to section 469.177, subdivision 3, bears to the total preceding year's
assessed valuation tax capacity of commercial-industrial property within
the municipality, determined without regard to section 469.177, subdivision
3

(b) There shall be added to its assessed valsation rax capacity, in each
municipality in which the governmental unit exercises ad valorem taxing
jurisdiction, an amount which bears the same proportion to the areawide base
tax capacity for the year attributable to that municipality as the total preced-
ing year's assessed valuatien rax capacity of residential property which is
subjectto the taxing jurisdiction of the governmcntal unit within the munic-
ipality bears to the total preceding year’s assessed valuation rax capacu!y of
residential property of the municipality.

Sec. 38. Minnesota Statutes 1986, section 473E08, subdivision 3, is
amended to read:

Subd. 3. On or before October 15 of 1976 and each subsequent year, the
county auditor shall apportion the levy of each governmental unit in the au-
ditor’s county in the manner prescribed by this subdivision. The auditor shall:

(a) Determine the areawide portion of the levy for each governmental unit
by multiplying the repagricaltural mill rate rax capacity rate of the govern-
mental unit for the preceding levy year times the distribution value set forth
in subdivision 2, clause (b); and

(b} Determine the local portion of the current year’s levy by subtracting
the resultmg amount from clause (a) from the governmental unit’s current
year's levy. ‘

Sec. 39. Minnesota Statutes 1986, section 473E08, subdivision 3a is
amended to read:

Subd. 3a. Beginning in 1987 and each subsequent year through 1998, the
city of Bloomington shall determine the interest payments for that year for -
the bonds which have been sold for the highway improvements pursuant to
Laws 1986, chapter 391, section 2, paragraph (g). Effective for property taxes
payable in 1988 through property taxes payable in 1999, after the Hennepin



78THDAY) TUESDAY, MARCH 29, 1988 6905

‘county auditor has computed the areawide portion of the levy for the city of
Bloomington pursuant to' subdivision 3, clause (a), the auditor shall annually
add a dollar amount to the city of Bloomingion’s areawide portion of the levy
equal to the amount which has been certified to the auditor by the city of
‘Bloomington for the interest payments for that year for the bonds which were
sold for highway improvements. The total areawide portion of the levy for
the city of Bloomington including the additional amount for interest repay-
ment certified pursuant to this subdivision shall be certified by the Henne-
pin county auditor to the administrative auditor pursuant {o subdivision 5.
The Hennepin county auditor shall distribute to the city of Bloomington the
additional areawide portion of the levy computed pursuant to this subdivi-
ston at the same fime that payments are made to the other counties pursuant
to subdivision 7a. This additional areawide portion of the levy which is dis-
tributed to the city of Bloomington shall be exempt from the city’s levy limit
provisions contained in sections 275.50 to 275.56. For property taxes pay-
able from the year 2000 through 2009, the Hennepin county auditor shall
adjust Bloomington’s contribution to the areawide tax base capacity upward
each year by a value equal to ten percent of the total additional areawide levy
distributed to Bloomington under this subdivision from 1988 to 1999, divided -
by the arcawide milt rate tax capacity rate for taxes payable in the previous
year.

Sec. 40. Minnesota Statutes 1987 Supplement sectton 473F08 subdivi-
sion 4, is amended to read:

Subd. 4. In 1972 and’ subsequent years, the county auditor shall divide
that portion of the levy determined pursuant to subdivision 3, clause (b},
by the assessed valuation fax capacity of the governmental unit, taking
section 469.177, subdivision 3, into account; less that portion subtracted
from assessed valuation tax capacity pursuant to subdivision 2, clause (a).
The resulting rate shall apply to_all taxable property except commercna]-
industrial property, which shall be taxed in accordance with subdivision
6. :

Sec 4]. anesota Statutes 1986, section 473F08 subdmsnon 5,
amended to read:

Subd. 5. On or before November 30 of 1972 and each subsequent year,
the county auditor shall certify to the administrative auditor that portion
of the levy of each governmental unit determined pursuant to sebdivision
3, clause (a). The administrative auditor shall then determine the rate of
taxaton tax capacity rate sufficient to yield an amount equal to the sum
of such levies from the areawide tax base capacity. On or before December
5 the administrative auditor shall certtfy said rate to each of the county
anditors.

" Sec. 42. Minnesota Statutes 1987 Supplement, section 473F08, subdi-
vision 6, is amended to read:

Subd. 6. The rate of taxation determined in accordance with subdivision
5 shall apply in the taxation of each item of commercial-industrial property
subject to taxation within a municipality, including property located within
any tax increment financing district, as defined in section 469.174, sub-
division 9, to that portion of the assessed valuation tax capaciry of the
item which bears the same proportion to its total assessed valuation rax
capacity as 40 percent of the amount determined pursuant to section 473506
in respect {o the municipality in which the property is taxable bears to the
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amount determined pursuant to section 473E05. The rate of taxation deter- |
mined in accordance with subdivision 4 shall apply in the taxation of the
' remainder of the assessed valuation rax capacity of the item.

Sec. 43. Minnesota Statutes 1986 section 473E08, subdivision 10, lS‘
amended to read:

Subd. 10. For the purpose of computing the amount or rate of any salary,
aid, tax, or debt authorized, required, or limited by any provision of any
law or charter, where such authorization, requirement, or limitation is
related in any manner to any value or valuation of taxable property within
any governmental unit, such value or ¥aluatien tax capaciry shall be adjusted -
to reflect the adjustments to valaation tax capacity effected by subdivision
2, provided that: (1) in determining the market value of commercial-indus-
trial property or any class thereof within a governmentat unit for any
purpose other than section 473F07, (a} the reduction required by this
subdivision shall be that amount which bears the same proportien to the
amount subtracted from the governmental unit’s assessed valuation rax
capacity pursuant to subdivision 2, clause (a), as the market value of
. commercial-industrial property, or such class thereof, located within the
governmental unit bears to the assessed valuation fax capacity of com-
mercial-industrial property, or such class thereof, located within the gov-
ernmental unit, and (b) the increase required by this subdivision shall be
that amount which bears the same proportion to the amount added to the
governmental unit’s assessed valuation tax capacity pursuant to subdivision
2, clause (b), as the market value of commercial-industrial property, or
such class thereof, located within the governmental unit bears to the assessed
valugtion fax capacity of commercial-industrial property, or such class
thereof, located within the governmentat unit; and (2) in determining the
market value of real property within a municipality for purposes of section
473E07, the adjustment prescribed by clause (1) (a) hereof shall be made
and that prescribed by clause (1) (b} hereof shall not be made.

Sec. 44. Minnesota Statutes 1986, section 473F 10, is amended to read:
473E10 [REASSESSMENTS AND OMITTED PROPERTY.]

Subdivision 1. If the commissioner of revenue orders a reassessment of
all or any portion of the property in a municipality other than in the form
of a mathematically prescribed adjustment of valuation, or if omitted prop-
erty is placed upon the tax rolls, and the reassessment has not been com-
pleted or the property placed upon the rolls, as the case may be, by November
15, the assessed valuation tax capacity of the affected property shall, for
purposes of sections 473FE03 to 473FE08, be determined from the abstracts
filed by the county auditor with the commissioner of revenue.

Subd. 2. If the reassessment, when completed and 1ncorporated in the
commissioner of revenue’s certification of the assessed valaation tax capac-
ity of the municipality, or the listing of omitted property, when placed on
the rolls, results in an increase in the assessed waluation rax capacity of
commerc1al industrial property in the municipality which differs from that
used, pursuant to subdivision 1, for purposes of sections 473E03 to 473E08,
the increase in the assessed valpation fax capacity of commercial- industrial
property in that municipality in the succeeding year, as otherwise computed
under section 473E06, shall be adjusted in a like amount, by an increase
if the reassessment or listing discloses a larger increase than was used for
purposes of sections 473EQ03 to 473F08, or by adecrease if the reassessment
or listing discloses a smaller increase than was used for those purposes,
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provided that no adjustment shall reduce the amount determmed under
section 473F06 to an amount less than zero.

: Subd. 3. Subdivisions 1 and 2 shall not apply to the determination of
- the tax rate under section 473FE08, subdivision 4, or to the determination
of the assessed waluation tax capacity of commercial- industrial property

_and each item thereof for purposes of section 473F08; subdivision 6.

Sec. 45. [FISCAL DISPARITIES ADJUSTMENT.]

For purposes of determining the areawide levy and local levies under
section 473F08, subdivisions 3, 4, 5, and 6, for taxes payable in 1989,
the initial computation shall be done based on chapter 473F as codified
in Minnesota Statutes 1986 and Minnesota Statutes 1987 Supplement. How-

_ever. after the dollar amounit of the areawide and local levies has been
. determined under section 473F08, subdivisions 3, 4, 5, and 6, the dollar
amount of the levies shall be spread on the basis of this act. The dollar
amount of the areawide tax shall be levied against the portion of com-
mercial-industrial tax capacity equal to the portion of commercial-indus-
trial assessed value that would have been subject to the areawide tax under -
Minnesota Statutes 1986. Prior to November 20, 1988, the county auditors
with the assistance of the county assessors shall deterniine the 1ax capacity
" of commercial-industrial property in each municipality as of the January
2, 1971, assessment. The tax capacity shall be computed by multiplving
the municipality’s market value of commercial-industrial assessed value
by class by the tax capacity rates in section 273.13. -

‘Sec. 46, Minnesota. Statutes 1986 section 477A 011 subdmsmn 3, 1is
amended to read:

Subd. 3. [POPULATION.] Population means the populatlon establlshed :
- by the most recent federal eensus; by a special census conducted under
" contract with the United States Burcan of the Gensus; by & population
estimate made by the metropelitan couneil; of by a population estimate of

the state demographer made pursuant to section 116K.04, subdivision 4,
clause (10); Wmthemeﬁfeee&tastetheet-&teddateeﬂheeeuﬂt
or estimate. The term “per caplta" refers to populatlon as defined by this
subdivision.

'Sec. 47. Minnesota Statutes 1986, section 477A 011; subdivision 3a, is
amended to read:

Subd. 3a. [NUMBER OF HOUSEHOLDS ] Number of households means
the number of households established by the most recent federal census;
by & special census conducted vnder contraet with the United Siates burean
of the eensus; by an estimate made by the metropelitan couneil; or by an
estimate of the state demographer made pursuant to section 116K.04, sub-
d1vnslon4—whiehe¥ef+sthemestfeeeﬁ{asteihestﬁeddﬁeeﬂheeeum
oF esHmate.

Sec. 48, anesota Statutes 1986 section 477A. Oll, is amended by
adding a subdivision to read:

Subd. 15. [CITY REVENUE PER HOUSEHOLD.] “City revenue per
household” equals the sum of the city’s 1988 aid payable under Minnesota
Starutes 1986, section 477A.013, and its levy for taxes payable in 1988.

Sec. 49. Minnesota Statutes 1986, sectlun 477A 0L, is amended by
adding a SubleISl()l'l to read:
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Subd 16. [CITY REVENUE 1 “City revenue” equals caty revenue per
household multiplied by the number of households.

Sec. 50. Minnesota Statutes 1986, section 477A.011, is amended by‘ :
adding a subdivision to read: :

Subd. 17. [BASE REVENUE GUARANTEE “Base revenue guarantee _
is the sum of (1) 3160 per household plus (2) (i) $150 multrphed by (ii) -
the base ten logarithm of a city's number of households minus one.

Sec. 51. Minnesota Statutes 1986, section 477A.011, is amended by
~ adding a subdivision to read:

Subd. 18. [REVENUE GUARANTEE INCREASE] “Revenue guar-
‘antee increase” is the sum of:

(1) 3190 per household for cities of the ftrst class located in the met-
ropolitan area and 3190 per household for cities located outside the met-
ropolitan area; and

~ (2) 15 percent of a city's buse revenue guarantee for cities in which the
population has declined since the state demographer’s estimate for the -
third year preceding the most recent estimate. ‘

Sec. 52. Minnesota Statutes 1986, section 477A.011, is amended by
adding a subdivision to read:

Subd. 19. [CITY REVENUE GUARANTEE ] “Czty revenie guarantee” -
is the product of:

(1) the sum of a city’s base revenue guarantee and the city’s revenue
guarantee increase; :

(2} the number of households in the city; and
(3} 108 percent.

~ Sec. 53. Minnesota Statutés 1986, section 477A.011, is amende'd' by
adding a subdivision to read: .

Subd. 20. [METROPOLITAN AREA.] “Metropolitan area” IS the met-
ropolitan area as defined in section 473.121, subdivision 2.

Sec. 54. Minnesota Statutes 1986, -section 477A.011, is amended by
adding a subdivision to read: : :

Subd. 21. [CITY TAX CAPACITY.] “City tax capacity” means (1) 23
percent of the tax capacity computed using the tax capacity rates listed in

section273.13 for all taxable property within the city based on the January

2, 1987, assessment, plus (2) a city’s levy on the fiscal disparities distri-
buti'on under section 473F08, subdivision 3, paragraph-(a), for taxes
payable in 1988, The market value utilized shall be reduced by the sum
of (1) a city’s market value of commercial industrial property as defined
in section 473F02, subdivision 3, multiplied by the ratio determined pur-
suant-to section 473F08, subdivision 2, paragraph (a), and (2) the market
value of the captured value of tax increment financing districts as defined
in section 469.177, subdivision 2. The tax capacity will be computed using
market values that have been equalized by dividing the assessor's estimated
market value by the assessment sales ratios determined by class in the
1987 assessment sales ratio study conducted by the department of revenue
under section 124 .2131.

-Sec. 55. Minnesota Statutes 1986, séction 477A 01] is amended by
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‘adding a subdivision to read:

Subd.22. [CITY INITIAL AID.] “Initial aid” for acity is its city revenue
guarantee minus ifs tax capacity. .

Sec. 56. Minnesota Statutes 1986, section .477A.011, is amended by
adding a subdivision to read:

Subd. 23. [CITY EXPENDITURE/UNLIMITED AID RATIO.] “Expen- .
diture/unlimited aid ratio” for a city is the ratic of a city’s levy plus local
government aids received under Minnesota Statutes 1986, section 477A.013,
Jor calendar year 1988 to its eity revenue guarantee.

Sec. 57. Minnesota Statutes 1986, section 477A.011, is amended by
adding a subdivision to read:

Subd. 24. [COUNTY REVENUE PER HOUSEHOLD.] “County revenue

per household” equals the sum of (1) the county’s 1988 aid payable under

- Minnesota Statutes 1986, section 477A.012, subdivision I, and (2) its levy -

for taxes payable in 1988 less any amount levied for income maintenance
programs. '

“Sec. 58. Minnesota Statutes 1986 section 477A.011, is amended by .
adding a subdivision to read:

Subd. 25. [COUNTY REVENUE.] “County revenue” equals county
revenue per household multiplied by the number of households.

Sec. 59. Minnesota Statutes 1986, section 477A.011 1s amended by
adding a Subd]V]SlOH to read:

Subd. 26. [COUNTY REVENUE GUARANTEE PER HOUSEHOLD.]
“County reveniue guarantee per household" for counties wholly outside
the metropolitan area is the sum of '

(1) $440; .
(2) .4 percent of the county’s exempt market value per household;

(3) $45 for counties within or immediately adjacent to a county con-
taining a metropolitan statistical area; and

{4} $440,000 multiplied by a fraction having a numerator of one and a
denominator of the .number of households in the county.

“County revenue guarantee per household” for counties within the met-
ropolitan area is the sum of: ‘

(1) $450; and

(2} 83,475,000 multiplied by a fraction having a numerator of one and
a denominator of the number of households in the county.

Sec. 60. Minnesota Statutes 1986, section 477A.011, is amended by
adding a subdivision to read:

Subd. 27. [COUNTY REVENUE GUARANTEE_.] ”County revenue .

guarantee” is the county revenue guarantee per household multiplied by
the number of households in the county.

Sec. 61, Minnesota Statutes 1986, section 477A.011, is amended by
adding a subdmsmn to read:

 Subd. 28. [COUNTY TAX CAPACI-TY.] “County tax capacity”’ means:
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()28 percent of the tax capacity computed using the tax capacity rates
listed in section 273.13 for all taxable property within the county based
on the January 2, 1987, assessment, plus :

{2) a county’s levy on the fiscal disparities distribution under section
473F08, subdivision 3, paragraph (a), for taxes payable in 1988,

The market value utilized shall be reduced by the sum of:

(1) the couinty’s market value of commercial industrial property as defined
in section 473E02, subdivision 3, multiplied by the ratio determined under
section 473F08, subdivision 2, paragraph (a); and

{2) the market value of the captured value of tax increment financing.
drs!rlcts as defined in section 469.177, subd:wswn 2.

The initial tax will be computed using market values that have been
equalized by dividing the assessor’s estimated market. value by the assess-
ment sales ratios determined by class in the 1987 assessment sales ratio
study conducted by the department-of revenue under section 1242131,

* Sec. 62. Minnesota Statutes 1986, section 477A.011, is amended by
adding a subdivision to read: -

Subd. 29. [COUNTY INITIAL AID.] “Initial aid” for a county is 1ts
Counly revenue guarantee minus its tax capacity.

Sec. 63. Minnesota Statutes 1986, section 477A.011, is amended by
adding a subdivision to read:

Subd. 30. [COUNTY EXPENDITURE/UNLIMITED AID RATIO.]
“Expenditure/unlimited aid ratio” for a county is the ratio of a county’s
levy less any amounts levied for income maintenance programs plus local
governmeént aids received under Minnesota Statutes 1986, section 477A.012,
for calendar year 1988 1o its county revenue guarantee.

Sec. 64. Minnesota Statutes 1987 Supplement, section 477A. 012 sub-,
division 1, 1s amended to read;

Subdivision 1. [AID AMOUNT.] In calendar year 1988 and ecalendar
yeats thereafter, each county government shall receive a distribution equal
to the aid amount certified for 1987 pursuant to this subdivision.

Sec. 65. Minnesota Statutes 1986, section 477A.012, is amended by
adding a subdivision to read:

Subd. 3. [1989 DISTRIBUTION.] In 1989, a county will receive the
following aid increases, in addition to an amount equal 10 the local gov-
ernment aid it received in 1988 under Minnesota Statutes 1987 § upplement,
section 477A.012:

(1) for a county whose initial aid is 30, one percent of its 1988 local
. government aids;

{2) for a county whose expend:mre/unhmued aid ratio is at least two,
one percent of county revenue;

{3) for a county whose expenduure,’unlimited aid ratio is at least 1.5
but less than two, 1.5 percent of county revenue;

~ (4) for a county whose expenditure/unlimited aid ratio is at least 1.25
but less than 1.5, two percent of county revenue,;
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(5) for a county whose expenditure/unlimited aid ratio is at least one
but less than 1.25, 2.5 percent of county revenue;

(6) for a county whose expenditurefunlimited aid ratio is at least 75
but less than one, three percent of county revenue;

- (7) for a county whose expenditure/unlimited aid ratio is at least .5 but
less than .75, 3.5 percent of county revenue;

(8) for a county whose expenditure/unlimited aid ratio is at least 25
bur less than .5, four percent of county revenue; and

(9) for a county whose expenditure/unlimited aid ratio is less than .25,
five percent of county revenue.

In no case will a county receive an increase of less than one percent of
its 1988 local government aid. :

A county’s aid increase under this subdtv:szon is limited to rhe lesser of
(1) 20 percent of its levy for taxes payable in 1988, or (2) its initial aid
amount.

Sec. 66. Minnesota Statutes 1987 Supplement, section 477A.013, sub-
division 1, is amended to read:

Subdivision 1, [TOWNS.] In calendar year 1988 aﬂd ealendar years
thereafter, cach town which had levied for taxes payable in the previous
year at least one mill on the dollar of the assessed value of the town shall
receive a distribution equal to the greater of: (a) 60 percent of the amount
received in 1983 pursuant to Minnesota Statutes 1982, sections 273.138,
273.139, and 477A.011 to 477A.03; or (b) the amount certified in 1987
pursuant to sections 477A.011 to 47TA.03. In calendar vear 1989, each
town that had levied for taxes payable in 1988 at least one mill on the
dollar of the assessed value of the town shall receive a distribution equal
to 106 percent of the distribution received under Minnesota Statutes 1987
Supplement, section 477A.013, subdivision 1, in 1988.

Sec. 67. Minnesota Statutes 1987 Supplement section 477A.013, sub-
division 2, is amended to read:’

Subd. 2. [CITIES.] In calendar year 1988 end ealendar years thereafier,
each city shall receive a local government aid distribution equal to the
amount that the city was certified to receive for calendar year 1987 under
this subdivision.

~ Sec. 68, Minnesota Statutes- 1986, section 477A 013, is amended by
adding a subdivision to read:

Subd. 3. [1989 CITY DISTRIBUTION.] In 1989, a city will receive the
following aid increases in addition to an amount equal to the local gov-
ernment aid it received in 1988 under Minnesota Statutes 1987 Supplement,
section 477A.013:

(1) for a city whose initial aid is 30, two percent of its 1988 local
government aids;

{2) for a city whose expenditure/unlimited aid ratio is at least 1.5, two
percent of city revenue;

(3) for a ciry whose expendirure/un!imired aid ratio is at least 1.4 but
less than 1.5, 2.5 percent of city revenue;

{(4) for a city whose expenditurelunlimited aid ratio is at least 1.3 but
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less than 1.4, three percent of city revenue;

(5) for a city whose expenditure/unlimited aid ratio is at least 1.2 but
less than 1.3, four percent of city revenue;

(6) for a city whose expenditurefunlimited aid ratio is at least 1.1 but
less than 1.2, five percent of city revenue;

{7) for a city whose expend:mre/unhmzled aid ratio is at least 1.05 but
less than 1.1, six percent of city revenue;

{8) for a city whose expenditurelunlimited aid ratio is at least 1.0 -but '
less than 1.05, seven percent of city revenue;

(9} for a city whose expenditure/unlimited aid ratio is at least 95 but
less than 1.0, 7.5 percent of city revenue;

. {10) for a city whose expend:ture/unhmated aid ratio is at least .75 but
less than .95, 8.5 percent of city revenue; and

(11) for a city whose expenditure/unlimited aid ratio is less than .75,
nine percent of city revenue.

A city’s aid increase under this subdivision is limited 10 the lesser of (1)
20 percent of its levy for taxes payable in 1988, or (2) its initial aid
amount.

Sec. 69. [APPROPRIATION. |

There is appropriated from the general fund to the commissioner of

revenue the amount necessary to make the payments required in sections
65, 66, and 68

Sec. 70. [REPEALER.]

-Minnesota Statutes 1986, sections 273.13, subdivision 30 477A.011,
subdivisions 4, 5, 6, 7a, 10, 11, 12, 13, and 14; and Minnesota Statutes
1987 Supplement, sections 273_1102, subdivision 2; 273.13, subdivisions
9 and 15a; 273.1394; 273.1395; 273.1396,; 275.081,; 275.082; 275.125,
subdivision 22; and 477A.011, subdivision 7, are repealed.

Sec. 71, [INSTRUCTION TO REVISOR.]

The revisor of statutes is directed to change the words “assessed value”
or “assessed valuation” wherever they appear in Minnesota Statittes to
“tax capacity” and the words "mill rate” wherever they appear in Min-
nesota Statutes fo “tax capacity rate” in Minnesota Starutes 1988 and
subsequent editions of the statutes.

Sec. 72, [EFFECTIVE DATE.]

Sections I to 71 are effective for taxes levied in 1988, payable in 1989,
and theregfter.

. ARTICLE 6
HUMAN SERVICES PROGRAMS

Section 1. Minnesota Statutes 1987 Supplement, section 256.01, sub-
division 2, is amended to read:

Subd. 2. [SPECIFIC POWERS.] Subject to the provisions of section
241.021, subdivision 2, the commissioner of human services shall:

(1) Administer and supervise all forms of public assistance provided for
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by. state law and other welfare-activities or services as are vested in the
commissioner. Administraiion and supervision of human services activities
or services includes, but is not limited to, assuring timely and accurate
distribution of benefits, completeness of service, and quality program man-
agement. In addition to administering and supervising human services
activities vested by law in the department, the commissioner shall:

{a) have the authority to require local agency participation in training
and technical assistance programs to promote compliance with statutes,
rules, federal laws, regulations and policies governing human services;

(b) have the authority to monitor the performance of local agencies in
the operation and administration of human services on an ongoing basis,
enforce compliance with statutes, rules, federal laws, regulations, and
policies governing welfare services and promote excellence of administra-
tion and program operation;’ - ' - :

(c) have the authority to.develop a quality control program or other
monitoring program to review county performance and accuracy of benefit
determinations; ‘ L .

(d) have the authority to require local agencies to make an adjustment
to the public assistdnce benefits issued to any individual consistent with
federal law and regulation and state law and rule and to issue or recover
benefits as appropriate; :

(e) have the authority to delay or deny payment of all or part of the
state and federal share of benefits and administrative reimbursement
according to the procedures set forth in.section 256.016; and

(f) have the authority to make contracts with and grants to public and
private agencies and organizations, both profit and nonprofit, and indi-
viduals, using appropriated funds. - e _—

(2) Inform local agencies of changes in sfatute, rule, federal law, reg-
ulation, and policy necessary to local agency administration of the programs.

'(3) Administer and supervise all child welfare activities; promote the
enforcement of laws protecting handicapped, dependent, neglected and
delinquent children, and children born to mothers who were not married
to the children’s fathers at the times of the conception nor at the births of
the children; license and supervise child-caring and child-placing agencies
and institutions; supervise the care of children in boarding and foster homes
or in private institutions; and generally perform all functions relating to
the field of child welfare now vested in the state board of control.

€3 (4) Administer and supervise all noninstitutional service to handi-
capped persons, including those who are visually impaired, hearing impaired,
or physically impaired or otherwise handicapped. The commissioner may
provide and contract for the care and treatment of qualified indigent children -
in facilities other than those located and available at state hospitals when
it is: hot feasible to provide the service in state hospitals. - ‘

4y (5) Assist and actively cooperate with other departments, agencies
and institutions, Jocal, state, and federal, by performing services in con-
formity with the purposes of Laws 1939, chapter 431,

£5) (6) Act as the agent of and cooperate with the federal government
_in matters of mutual concern relative to and in conformity with the pro-
visions of Laws 1939, chapter 431, including the administration of any
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federal funds granted to the state to aid in the performance of any functions
of the commissioner as specified in Laws 1939, chapter 431, and including
the promulgation of rules making uniformly available medical care benefits
to all recipients of public assistance, at such times as the federal government
increases its participation in assistance expenditures for medical care to
recipients of public assistance, the cost thereof to be borne in the same
proportion as are grants of aid to said recipients.

63 (7) Establish and maintain any administrative units reasohably nec-
essary for the performance of administrative functions common to all divi-
sions of the department. ) :
viees as are vested by law in the department:

(8) The commissioner is designated as guardian of both the estate and
the person of all the wards of the state of Minnesota, whether by operation

of law or by an order of court, without any further act or proceeding
whatever, except as to persons committed -as mentally retarded.

(9} Act as coordinating referrai and informational center on requests for
service for newly arrived immigrants coming to Minnesota.

(10) The specific enumeration of powers and duties as hereinabove set
forth shall in no way be construed to be a limitation upon the general
transfer of powers herein contained.

{11) Establish county, regional, or statewide schedules of maximum fees
and charges which may be paid by local agencies for medical, dental,
surgical, hospital, nursing and nursing home care and medicine and medical
supplies undér all programs of medical care provided by the state and for
congregate living care under the income maintenance programs.

(12) Have the authority to conduct and administer experimental projects
to test methods and procedures of administering assistance and services to
recipients or potential recipients of public welfare. To carry out such exper-
imental projects, it is further provided that the commissioner of human
services is authorized to waive the enforcement of existing specific statutory
program requirements, rules, and standards in one or more counties. The .
order establishing the waiver shall provide alternative methods and pro-
cedures of administration, shall not be in conflict with the basic purposes,
coverage, or benefits provided by law, and in no event shall the duration
of a project exceed four years. It is further provided that no order establishing

‘an experimental project as authorized by the provisions of this section shall
become effective until the following conditions have been met:

“(a) The proposed comprehensive plan including estimated project costs
and the proposed order establishing the waiver shall be filed with the
_secretary of the senate and chief clerk of the house of representatives at
least 60 days prior to its effective date. '

(by The secretary of health, education, and welfare of the United States
has agreed, for the same_project, to waive state plan requirements relative
to statewide uniformity. -

(c) A comprehensive plan, including estimated project costs, shall be '
approved by the legislative advisory commission and. filed with the com-
missioner of administration. - :

(13) In accordance with federal requirements establish procedures to be |
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followed by local welfare boards in creating citizen advisory committees,
including procedures for selection of committee members.

(14) Alloca.te federal fiscal disallowances or sanctions which are based
on quality control error rates for the aid to families with dependent children,
medical assistance, or food stamp program in the following manner: .

(a) One-half of the total amount of the disallowance shall be borne by
the county boards responsible for administering the programs. For the
medical assistance and AFDC programs, disallowances shall be shared by
each county board in the same proportion as that county’s expenditures for
the -sanctioned program are to the total of all counties’ expenditures for the
AFDC and medical assistance programs. For the food stamp program,
sanctions shall be shared by each county board, with 50 percent of the
sanction being distributed to each county in the same proportion as that
county’s administrative costs for food stamps are to the total of all food
stamp administrative costs for all counties, and 50 percent of the sanctions
being distributed to each county in the same proportion as that county’s
value of food stamp benefits issued are to the total of all benefits issued
for all counties. Each county shall pay its share of the disallowance to the
state of Minnesota. When a county fails to pay the amount due hereunder,
the commissioner may deduct the amount from reimbursement otherwise
due the county, or the attorney general, upon the request of the commis-
sioner, may institute civil action to recover the amount due.

{b) Notwithstanding the provisions of paragraph (a), if the disallowance
results from knowing noncompliance by one or more counties with a spe-
cific program instruction, and that knowing noncompliance is a matter of
official county board record, the commissioner may require payment or
recover from the county or counties, in the manner prescribed in paragraph
(a), an amount equal to the portion of the total disallowance which resulted
from the noncompliance, and may distribute the balance of the disallowance
according to paragraph (a).

(15) Develop and implement special pmjects that maximize reimburse-
ments and result in the recovery of money to the state. For the purpose of
recovering state money, the commissioner may enter into contracts with -
third parties. Any recoveries that result from projects or contracts entered
into under this paragraph shall be deposited in the state treasury and credited
to a special account until the balance in the account reaches $400,000.
When the balance in the account exceeds $400,000, the excess shall be
transferred and credited to the general fund. All money in the account is
- appropriated to the commissioner for the purposes of this paragraph.

(16) Have the authority to make direct payments to facilities providing
shelter to women and their children pursuant to section 256D.05, subdi-
vision 3. Upoen the written request of a shelter facility that has been denied
payments under section 256.05, subdivisior 3, the commissioner shall
review all relevant evidence and make a determination within 30 days of
the request for review regarding issuance of direct payments to the shelter
facility. Failure to act within 30 days shall be considered a determmauon
not to issue direct payments.

- Sec. 2. [256.016] [CQMPLIANCE SYSTEM.]

Subdivision 1. [AUTHORITY AND PURPOSE.] The commissioner shall
administer a compliance system for aid to families with dependent children,
the food stamp program, emergency assistance, general assistance, work
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readiness, medical assistance, general assistance medical care, emergency
general assistance, Minnesota supplemental assistance, preadmission
screening, and alternative care grants under the powers and authorities
named in section 256.01, subdivision 2. The purpose of the compliance
system is to permit the commissioner 1o supervise the administration of
public assistance programs and to enforce timely and accurate distribittion
of benefits, completeness of service and efficient and effective program
management and operations, to increase uniformity and consistency in the
administration and delivery of public assistance programs throughout the
state, and to reduce the possibility. of sanctions and fiscal disallowances
Jor noncompliance with federal regulations and state statutes.

The commissioner shall utilize training, technical assistance, and mon-
itoring activities, as specified in section 256.01, subdivision 2, to encour-
age local agency compliance with written policies and procedures.

Subd. 2. |[DEFINITIONS.] Thefo![owmg terms have the meamngs g:ven‘
for the purpose of this section.

(a}) ‘Administrative penalty” means an ad]ustment against the local
agency’s state and federal benefit and federal administrative reimbursement
when the commissioner determines that the local agency is not in com-
pliance with the policies and procedures established by the commissioner.

(b) “Quality control case penalty”. means an adfustment against the
local agency’s federal administrative reimbursement and state and federal
benefit reimbursement when the commissioner determines through a qual-

ity control review that the local agency has made incorrect payments,
. terminations, or denials of benefits as determined by state quality control

procedures for the aid to families with dependent children, food stamp, or
medical assistance programs, or any other programs for which the com-
missioner has developed a quality control system. Quality control case
penalties apply only to agency errors as defmed by state qualzty control
procedures.

{c) “Quality control” means a review sysiem of a statewide random
sample of cases, designed to provide data on the accuracy with which state

" and Sfederal policies are being applied in issuing benefits and as a fiscal

audit to ensure the accuracy of expenditures. The quality control system
is administered by the department. For the aid to families with dependent
children, food stamp, and medical assistance programs, the quality control
system is that required by federal regulation.

Subd. 3. [QUALITY CONTROL CASE PENALTY.] The deparm'tem ,
shall disallow, withhold, or deny state and federal benefit reimbursement -
and federal administrative reimbursement payment to a county when the
commissioner determines that the county has incorrectly issued benefits
or incorrectly denied or terminated benefits. These cases shall be identified

- by state quality control reviews.

Subd. 4. [DETERMINING THE AMOUNT OF THE QUALITY CON-
TROL PENALTY.] (a) The amount of the quality control penalty is limited
to the amount of the dollar error for the quality control sample month in
a reviewed case as determined by the state quality control review proce-
dures for the aid to families with dependent children and food stamp pro-
grams or for any other income transfer program for which the commissioner
develops a quality control program.

(b) Payment errors in medical ass:srance or-any other medmal services
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program for which the department develops a quality control program are
subject to set rate penalties based on the average cost of the specific quality
. control error element for a sample review month for that household size
and status of institutionalization, and as determined from state quality.
control data in the preceding fiscal year for the corrésponding program.

(c) Errors identified in negarive action cases, such as incorrect termi-
nations or denials of assistance are subject to set rate penalties based on
- the average benefit cost of that household size as determined from state
quality control data in the precedmg ftscal ‘year for the corresponding
program.

Subd. 5. [ADMINISTRATIVE PENALTIES 1The departmem shall dis-
allow or withhold state and federal benefir reimbursement and federal
administrative reimbursement from local agencies when the actions per-

. formed by the local agency are not in compliance with the written policies
and procedures established by the commissioner. The policies and proce-
‘dures must be previously communicated to the local agency. A local agency

. shall not be penalized for compiymg with a written pohcy or. procedure,
even if the policy or procea'ure is found to be erroneous and is subsequently
rescinded by the commissioner.

Subd. 6. [DETERMINING THE AMOUNT OF THE ADMINISTRA.- -
TIVE PENALTY.) The amount of the penalty imposed on any local agency
is based on the numbers of public assistance applicants and recipients that

‘may be affected by the local agency’s fallure to comply with the policies
and procedures established by the commissioner, the fiscal impact of the
local agency'’s action, and the duration of the noncompliance as determined
“by the commissioner. Administrative penalties shall be tmposed indepen-
dent of any quallty control case penalties.

© Subd..7. [PROCESS AND EXCEPTION.] (a)(1) The department shall
noufy the local agency in writing of all proposed case penalties.

(2} The local agency may submit a writteh'except.fon of the quality
control error claim and proposed penalty. The exception must be submitted.
to the commissioner within ten calendar days of the recezpr of the penalty
notice. :

(3) Within 20 calendar days of recezpr of the written exceptzon the
commissioner shall sustain, dismiss, or amend the quality control findings
and case penalty and notify the local agency. in wntmg, of the decision
and the amount of any penalty. The commzsswners decision is not subject
to judicial review.

(b)(1) The department shall nonfy the local agency in writing of any
proposed administrative penalry, the date by which the local agency shall
have corrected the issues noted in the penaity, and the time period within
. which thé local agency must submit a corrective action plan for compliance.

(2) If the local agency fails to submit a corrective action plan within
 the stated time period, or if the corrective action plan does not bring the
agency into compliance as determined by the department or if the local
agency fails to meet the commitments in the corrective action plan, the
department shall issue the. admmtstranve penalty and nonfy the local
agency in writing. :

(3) The local agency may file written excepnon to rhe aa’mzmstranve
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penalty with the commissioner within 30 days of the receipt of the depart-
ment’s notice of issuing the administrative penalty. The local agency must
notify the commissioner of its intent to file a written exception within ten
days of the delivery of the department’s notice of the administrative penalty.
If the local agency does not notify the commissioner of its intent to file
and flle a written exception within the prescnbed time periods, the depart-
ment’s initial decision shall be final.

{4) The commissioner shall sustain, dismiss, or amend the administrative
penalty findings, and shall issue a written order to the local agency within
30 calendar days after receiving the local agency’s written exception.

Subd. 8. [JUDICIAL REVIEW.] A local agency that is aggrieved by the
order of the commissioner in an administrative penalty of over $100,000,
or 1.5 percent of the total benefit expenditures for the income maintenance
programs listed in subdivision 1, for that county, whichever'is the lesser
amount, may appeal the order to the court of appeals by serving a written
copy of a notice of appeal upon the commissioner within 30 days after the
date the commissioner issued the administrative penalty order; and by filing
the original notice and proof of service with the court administrator of
the court of appeals. Service may be made personally or by mail. Service
by mail is complete upon mailing. The record of review shall consist of
-the advance notice of the administrative penalty to the local agency, the
local agency corrective action plan if any, the final notice of the admin-
istrative penalty, the local agency’s written exception to the administrative
penalty order, and any other material submitted for the commissioner’s
consideration, and the commissioner’s final written order. The court may
affirm the decision of the agency or remand the case for further proceed-
ings, or it may reverse or modify the decision if the substantial rights of
the local agency have been prejudiced because the decision is: (1) in excess
of the statutory authority or jurisdiction of the agency; (2) unsupported
by substantial evidence in view of the entire record as submitted; (3)
arbitrary or capricious; or (4) in.violation of constitutional provisions.

Subd. 9. [TIMING AND DISPOSITION OF PENALTY AND CASE
DISALLOWANCE FUNDS.] Quality control case penalty and adminis-
trative penalty amounts shall be disallowed or withheld from the next
regular reimbursement made to the county agency for state and federal
benefit reimbursements and federal administrdtive reimbursements for all
programs covered in this section, according to procedures established in
statute, but shall not be imposed sooner than 30 calendar days from the
date of written notice of such penalties. All penalties must be deposited
in the county incentive fund as provided for in section 256.017. All pen-
alties must be imposed according to this provision until-a decision is made
regarding the status of a written exception. Penalties must'be returned to
local agencies when a review of a written exception results in a decision
in their favor.

Subd. 10. [COUNTY OBLIGATION TO MAKE BENEFIT PAYMENTS ]
Counties subject to fiscal penalties shall not withhold benefits from eligible
recipients of programs listed in subdivision 1 in order to cover the cost of
penalties under this section. County funds shall be used 1o cover the cost
of any penalties.

- Sec. 3. [256.017] [COUNTY PUBLIC ASS[STANCE INCENTIVE
FUND.]

31, 000 008 is appropriated from the general fund to the department in
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each fiscal year beginning in 1990 for awards to counties: (1) that have
not been assessed an administrative penalty under section 256.016 in the
corresponding fiscal year; and (2) that perform satisfactorily according
to indicators established by the commissioner,

After consultation with local agencies, the commissioner shall inform
local agencies in writing of the performance indicators that govern the
awarding of the incentive fund for each fiscal year by April of the preceding
fiscal vear. '

The commissioner may set performance indicators to govern the award-
ing of the total fund, may allocate portions of the fund to be awarded by
unique indicators, or may set a sole indicator to govern the awarding of
Junds. : ‘ : -

The funds shall be awarded to qualifying local agencies according to
their share of benefits for the programs related to the performance indi-
cators governing the distribution of the fund or part of it as compared to .
the total benefits of all qualifving local agencies for the programs related
to the performance indicators governing the distribution of the fund or
part of it. Lo '

Sec. 4. Minnesota Statutes 1986, section 256.72, is amended to ‘read:
256.72 [DUTIES OF COUNTY AGENCIES.]
-The county agencies shall: '

~ (1) Administer the provisions of sections 256.72 to 256.87 in the respec-
tive counties subject to the rules prescribed by the state agency pursuant
to the provisions of those sections and to the supervision of the commis-
sioner of human services specified in section 256.01; '

(2) Report to the state agency at such times and in such manner and
form as the state agency may from time to time direct; and

(3) Submit quarterly and annually to the county board of commissioners
abudget containing an estimate and supporting data setting forth the amount
of money needed to carry out the provisions of those sections.

(4) In addition to providing financial assistance, provide such services
as will help to maintain and strengthen family life and promote the support
and personal independence of parents and relatives insofar as such help is
consistent with continuing parental care and protection.

Sec. 5. Minnesota Statutes 1986, section 256.81, is amended to read:
256.81 [COUNTY AGENCY, DUTIES.]

(1) The county agency shall keep such records, accounts, and statistics
in relation to aid to families with dependent children as the state agency
shall prescribe. ' '

(2) Each grant of aid to families with dependent children shall be paid
to the recipient by the county agency except in those instances in which
the county agency subject to the rules of the state agency determines that
payments for care shall be made to an individual other than the parent or
relative with whom the dependent child is living or to vendors of goods
and services for the benefit of the child because such parent or relative is
unable to properly manage the funds in the best interests and welfare of
the child. .
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" (3) The county shall be paid from state and federal funds available therefor
the amount provided for in section 256.82.

(4) Federal funds available for administrative purposes shall be distrib-
uted between the state and the counties in the same proportion that expen-
ditures were made except as provided for in section 256.016.

Sec. 6. Minnesota Statutes 1986, section 256.82, subdivision 1, is amended
to read: . )

" Subdivision 1. [MONTHLY PAYMENTS.] For the period from January
1 to June 30, based upon estimates submitted by the county agency to the
state agency, which shall state the estimated required expenditures for the
succeeding month, upon the direction of the state agency payment shall
be made monthly in advance by the state to the counties of all federal funds
available for that purpose for such succeeding month, together with an
amount of state funds equal to 78 85 percent of the difference between the
total estimated cost and the federal funds so available for payments made
after December 315 1990 and before Januery 15 1981 and %5 percent of -
. the difference for peyments meade after Deeember 31 1980 cxcepr as
- provided for in section 256.016. Adjustment of any overestimate or under-
estimate made by any county shall be made upon the direction of the state
agency in any succeeding month. Subsequent to July I of each year the
state agency shall reimburse the county agency for the funds expended
during the January 1 1o June 30 period except as provided for in section
. 256.016. For the period from July 1 to December 31, based upon the
estimates submitted by the county agency to the state agency, which shall
state the estimated reguired expenditures for the succeeding month, pon
the direction of the state agency payment shall be made monthly in advance
by the state to the counties of all state and federal funds available for that
purpose for the succeeding month except as provided for in section 256.016 .-
Payment shall be made on the basis of federal and state participation rates
described in this subdivision. Adjustment of any overestimate or under-
estimate made by any county shall be made upon the direction of the state
agency in any succeeding month. Effective January 1, 1989, the state rate
of participation shall be determined as a percentage that equals the dif-
ference between 100 percent and the percentage rate of federal financial
participation.

Sec. 7.-Minnesota Sta;utes 1986, section 256.863, is amended to read:
256.863 [RECOVERY OF. MONEYS; APPORTIONMENT.]

When any amount shall be recovered from any source for assistance
furnished under the provisions of sections 256.72 to 256.87, except as
provided in sections 256.018 and 256.98, subdivision 7, there shall be
paid to the United States the amount which shall be due under the terms -
of the Social Security Act and the balance thereof shall be paid into the
- treasury of the state or county substantially in the proportion in which they

have respectively contributed toward the total assistance paid. The ameunt
due the respective participating units of government shall be determrined
by rile adopted by the commissioner of human services purstant to a
formuln of reimbussernent prescribed of authorized by the federal Seeial

Sec. 8. Minnesota Statutes 1986, section 256.871, subdivision 6.-is
amended to read:

Subd. 6. [ESTIMATED EXPENDITURES; PAYMENTS.] The county
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agency- shall submit to the state agency an estimate of expenditures for
- each succeeding month in such form as required by the state agency. For
‘the period from January 1 to June 30, payment shall be made monthly in
advance by the state agency to the counties, of federal funds available for
that purpose for each succeeding month, together with an amount of state
~ fynds equal to ten percent of the difference between the total estimated
cost and the federal funds so available, except as provided for in section
256.016. Subsequent to July 1 of each year the state agency shall reimburse
the county agency for the funds expended during the January 1 to June
30 period except as provided for in section 256.016. For the period from
July-1 to December 31, payment shall be made monthly in advance by the
state agency to the counties, of all state and federal funds qvailable for
that purpose for the succeeding month except as provided for in section
256.016. Payment shall be made on the basis of federal and state partic-
ipation rates described in this subdivision. Effective January 1, 1989, the
 state rate of participation shall be determined as a percentage that equals
. the difference between 100 percent and the percentage rate of federal
financial participation. Adjustment of any overestimate or underestimate
made by any county shall be made upon the direction of the state agency
in any succeeding month. . ‘

Sec. 9. Minnesota Statutes 1986 séction 256.935, subdivision 1, is
amended to read:

Subdivision 1. On the death of any person recelvmg pubhc assistance
through aid to dependent children, the county agency shall pay an amount
for funeral expenses not exceeding $370 and actual cemetery charges. No
funeral expenses shall be paid if the estate of the deceased is sufficient to -
pay such expénses or if the children, or spouse, who were legally responsible
for the support of the deceased while living, are able to pay such expenses;
provided, that the additional payment or donation of the cost of cemetery
lot, interment, religious service, or for the transportation of the body into
or out of the community in which the deceased resided, shall not limit
payinent by the county agency as herein authorized. Freedom of choice in
the selection of a funeral director shall be granted to persons lawfully
authorized to make arrangements for the burial of any such deceased recip-
ient. In determining the sufficiency of such estate, due regard shall be had
‘for the nature and marketability of the assets of the estate. The county
agency may grant funeral expenses where the sale would cause undue loss
to the estate. Any amount paid for funieral expenses shall be a prior claim
against the estate, as provided in section 524.3-805, and any amount recov-
ered shall be reimbursed to the agency which pald the expenses. For the
period from January 1 to June 30, the state shall reimburse the county for
.50 percent of any payments made for funeral expenses except as provided
- for in section 256.016.. Subsequent to July 1 of each year the state agency
shall reimburse the county agency for the funds expended during the Jan-
uary I to June 30 period. For the period from July I to December 31, the
state shall reimburse the county for 100 percent of any payments made for
funeral expenses except as provided for in section 256.016.

- Sec. 10. Minnesota Statutes 1986 SCCt]OI'l 256. 991 is amended to read:
256.991 [RULES]

' The commissioner of human services may promulgate emergency and
permanent rules as necessary to implement sections 256.01, subdivision
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2; 256.82, subdivision 3; 256.966, subdivision 1; 256.968; 256D.03, sub-
divisions 3 4,6,and 7; ‘and 261.23. The commissioner shall promulgate
emergency and permanent rules to establish standards and criteria for decid-
ing which medical assistance services require prior authorization and for
deciding whether a second medical opinion is required for an elective
surgery. The commissioner shall promulgate permanent and emergency
rules as necessary to establish the methods and standards for determining
inappropriate utifization of medical assistance services.

The commissioner of human services shall adopt emergency rules which
meet the requirements of sections 14.29 to 14.36 for the medical assistance
demonstration project. Notwithstanding the provisions of section 14.35,
the emergency rules promulgated to implement section 256B.69 shall be
effective for 360 days and may be continued in effect for an additional 900
days if the commissioner gives notice by publishing a notice in the state
register and mailing notice to all persons registered with the commissioner .
to receive notice of rulemaking proceedings in connection with the project.

- The emergency rules shall not be effective beyond December 31, 1986 :
without meeting the requirements of sections 14.13 to 14.20.

Sec. 11. Minnesota Statutes 1986 section 256B.041, subdivision 5 is
- amended to read:

Subd. 5. [PAYMENT BY COUNTY TO STATE TREASURER.] If required
by federal law or rules promulgated thereunder, or by authorized rule of
the state agency, each county shall pay to the state treasurer the portion of
medical assistance paid by the state for which it is responsible. The county’s
share of eost shall be ten percent of that portien rot met by federal funds:
Effective January 1, 1989, the state rate of participation shall be deter-
mined as a percentage that equals the difference between 100 percent and
the percentage rate of federal financial participation.

For the period from January 1 to June 30, the county shall advance s
pertion ten percent of that portion of medical assistance costs not met by
federal funds, based upon estimates submitted by the state agency to.the
county agency, stating the estimated expenditures for the succeeding month.
Upon the direction of the county agency, payment shall be made monthly
by the county to the state for the estimated expenditures for each month.
.Adjustment of any overestimate or underestimate based on actval expen- .
ditures shall be made by the state agency by adjusting the estimate for any
succeeding month. Subsequent to July I of each year the state agency shall
reimburse the county agency for the funds expended during the January
1 to June 30 period, except as provided for in section 256.016. For the
period from July 1 to December 31 paymenis will be made by the state
agency except as provided for in section 256.016 and the county agency
will be advised of the amounts paid monthly.

Sec. 12. Minnesota Statutes 1986, section 256B.041, subdivisio,n 7,18
amended to read:

Subd. 7. Federal funds available for administrative purposes shall be
distributed between the state and the county on the same basis that reim-
bursements are earned except as prowded for under section 256 .016.

Sec. 13. Minnesota Statutes 1986, section 256B.05, subdivision 1,
amended to read:

Subdivision 1. The ¢ounty agencies shall administer medical assistance
in their respective counties under the supervision of the state agency and
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the commissioner of human services as specified in section 256.01, and
shall make such reports, prepare such statistics, and keep such records and
accounts in-relation to medical assistance as the state agency may require.

Sec. 14. Minnesota Statutes 1987 Supplement section 256B.091, sub-
division 8, is amended to read:

Subd. 8. [ALTERNATIVE CARE GRANTS.] The commissioner shall
provide grants to counties participating in the program to pay costs of
providing alternative care to individuals screened under subdivision 4 and
nursing home or boarding care home residents who request a screening.
Prior to July of each year, the commissioner shall allocate state funds
available for alternative care grants to each local agency. This allocation
must be made as follows: half of the state funds available for alternative
care grants must be allocated to each county according to the total number
" of adults in that county who are recipients age 65 or older who are reported
to the department by March 1 of each state fiscal year and half of the state
funds available for alternative care grants must be allocated to a county
according to that county’s number of Medicare enrollments age 65 or older
for the most recent statistical report. Payment is available under this sub-
division only for individuals (1) for whom the screening team would rec-
ommend nursing home or boarding care home admission, or continued stay
if alternative care were not available; (2) who are receiving medical assis-
tance or who would be eligible for medical assistance within 180 days of
admission to a nursing home; (3) who need services that are not available
at that time in the county through other public assistance; and (4) who are
age 65 or older.

"The commissioner shall establish by rule, in accordance with chapter
14, procedures for determining grant reallocations, limits on the rates for
payment of approved services, including screenings, and submittal and
approval of a biennial county plan for the administration of the preadmis-
sion screening-and alternative care grants program. Grants may be used
for payment of costs of providing care-related supplies, equipment, and
services such as, but not limited to, foster care for elderly persons, day care
whether or not offered through a nursing home, nutritional counseling, or
medical social services, which services are provnded by a licensed health
care provider, a home health service eligible for reimbursement under Titles
XVIII and XIX of the federal Social Security Act, or by persons employed
by or contracted with by the county board or the local welfare agency. The
county agency shall ensure that a plan of care is established for each
individual in accordance with subdivision 3, clause (e)(2), and that a client’s
service needs and eligibility is reassessed at least every six months. The
plan shall include any services prescribed by the individual’s attending
physician as necessary and follow up services as necessary. The county
agency shall provide documentation to the commissioner verifying that the
individual’s alternative care is not available at that time through any other
public assistance or service program and shall provide documentation in
. each individual’s plan of care and to the commissioner that the most cost-
effective alternatives available have been offered to the individual and that
the individual was free to choose among available qualified providers, both
public and private. The county agency shall document to the commissioner
that the agency made reasonable efforts to inform potential providers of
the anticipated need for services under the alternative care grants program,
including a minimum of 14 days written advance notice of the opportunity
to be selected as a service provider and an annual public meeting with
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providers to explain-and review the criteria for selection, and that the agency
allowed potential providers an opportunity to be selected to contract with
the county board. Grants to counties under this subdivision are subject to
audit by the commissioner for fiscal and utilization control.

The county must select providers for contracts or agreements using the
following criteria and other criteria estabiished by the county:

(1) the need for the particular services offered by the provider;

(2) the population to be served, including the number of clients, the-
length of time services w1|l be provided, and the medical condition of
clients;

(3) the geographic area to be served;

(4) quality assurance methods, including appropriate licensure, certifi-
cation, or standards, and supervision of employees when needed;

(5) rates for each service and unit of service exclusive of county admm-
istrative costs;

(6) evaluation of services prevmusiy delivered by the provider; and

(7) contract or agreement conditions, including billing requirements,
cancellation, and indemnification.

The county must evaluate its own agency services under the criteria
established for other providers. The county shall provide a written statement
of the reasons for not selecting providers.

.The commissioner shall establish a sliding fce schedule for requiring
payment for the cost of providing services under this-subdivision to persons
who are eligible for the services but who are not yet eligible for medical
assistance. The sliding fee schedule is not subject to chapter 14 but the-
commissioner shall publish the schedule and any later changes in the State
Register and allow a period of 20 working days from the publication date
for interested persons to comment before adoptmg the sliding fee schedule
in final forms.

The commissioner shall apply for a waiver for federal financial partici-
pation to expand the availability of services under this subdivision. The
commissioner shall provide grants to counties from the nonfederal share;
unless the commissioner obtains a federal waiver for medical assistance
payments, of medical assistance appropriations. A county agency may use
grant money to supplement but not supplant services available through other
public assistance or service programs and shall not use grant money to
establish new programs for which public money is available through sources
other than grants provided under this subdivision. A county agency shall
not use grant money to provide care under this subdivision to an individual
if the anticipated cost of providing this care would exceed the average
payment, as determined by the commissioner, for the level of care that the
recipient would receive if placed in a nursing home or boarding care home.
For the period from January 1 to June 30 the nonfederal share may be
used to pay up to 90 peicent of the start-up and service delivery costs of
providing care under this subdivision. Each county agency that receives a-
grant shall pay ten percent of the costs for persons who are eligible for the
services but who are not yet eligible for medical assistance. Subsequent to
July 1 of each year the state agency shall reimburse the county agency for
the funds expended during the January I to June 30 period except as
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provided for in section 256.016. For the period from July I to December
31 the nonfederal share may be used to pay up to 100 percent of the start-
up and service delivery costs of providing care under this subdivision.

The commissioner shall promulgate emergency rules in accordance with
sections 14.29 to 14.36, to establish required documentatlon and reporting
of care delivered.

Sec. 15. Minnesota Statutes 1987 Supplement, secnon 256B.15, is amended
to read: ‘

256B.15 [CLAIMS AGAINST ESTATES.]

If & person receives any medical assistance hereunder, on the person’s
death, 1f single, or on the death of the survivor of a married couple, either
.or both of whom recéived medical assistance, and only when there is no
surviving child who is under 21 or is blind or totally disabled, the total
amount paid for medical assistance rendered for the person and spouse,
after age 65, without interest, shall be filed as a claim against the estate
of the person or the estate of the surviving spouse in the court having
jurisdiction to probate the estate. A claim against the estate of a surviving.
spouse who did not receive medical assistance, for medical assistance ren- -
dered for the predeceased spouse, is limited to the value of the assets of
the estate that were marital property or jointly-owned property at any time -
during the marriage. The claim shall be considered an expense of the last
illness of the decedent for the purpose of section 524.3-805. Any statute
of limitations that purports to limit any county agency or the state agency,
or both, to recover for medical assistance granted hereunder shall not apply

- to any claim made hereunder for reimbursement for any medical assistance
granted hereunder. Counties may retait are entitled to one-half of the
nonfederal share of medical assistance. collections from estates that -are
directly attributable to county effort.

Sec. 16. Minnesota Statutes 1987 Supplement, section 256B.19, sub-
dmsmn 1, is arhended to read:

Subdivision 1. [DIVISION OF COST.] The cost of medlcal assistance
paid by each county of financial responsibility shall be borne as follows:
For the period from January I to June 30, payments shall be made by the
state to the county for that portion of medical assistance paid by the federal
government and the state on or before the 20th day of each month for the
succeeding month upon requisition from the county showing the amount
required for the succeeding month. Ninety percent of the expense of assis-
tance not paid by federal funds available for that purpose shall be paid by
the state and ten percent shall be paid by the county of financial respon-
sibility except as provided for in section 256.016.

. For the period from January I to June 30, for counties that participate
in a Medicaid demonstration project under sections 256B.69 and 256B.71,
the division of the nonfederal share of medical assistance expenses for
'payments made to prepaid health plans or for payments made to health
maintenance organizations in the form of prepaid capitation payments, this
division of medical assistance expenses shall be 95 percent by the state
and five percent by the county of financial responsibility. Subsequent to
July I of each year the state agency shall reimburse the county agency for
the funds expended during the January 1 to June 30 period except as
provided for in section 256.016.

For the period from July I to December 31, except as provided for in
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section 256.016, payments shall be made by the state 10 the county for
that portion of medical assistance paid by the federal government and the
state on or before the 20th day of each month for the succeeding month
upon requisition from the county showing the amount required for the
succeeding month. The expense of assistance not paid by federal funds
available for that purpose shall be paid by the state. ‘

In counties where prepaid health plans are under contract to the com-
missioner to provide services to medical assistance recipients, the cost of
court ordered treatment ordered without consulting the prepaid health plan
that does not include diagnostic evaluation, recommendation, and referral
for treatment by the prepaid health plan is the responsibility of the county
of financial responsibility.

Sec. 17. Minnesota Statutes 1986, section 256B.19, subdivision 2, is
amended to read: .

Subd. 2. Federal funds available for administrative purposes shall be
distributed between the state and the county in the same proportion that
expenditures were made except as provided for in section 256.016.

Sec. 18. Minnesota Statutes 1987 Supplement, section 256D.03, sub-
division 2, is amended to read:

Subd. 2. For the period from January 1 to June 30, state aid shall be
paid to local agencies for 75 percent of all general assistance and work
readiness grants up to the standards of sections 256D.01, subdivision Ia,
and 256D.051, and according to procedures established by the commis-
sioner, except as provided for under section 256.016. Subsequent to July
1 of each year, the state agency shall reimburse the county agency for the
funds expended during the January 1 to June 30 period except as provided
for in section 256.016.

After December 315 19805 For the period from July I to December 31,
state aid shall be paid to local agencies for 75 100 percent of all general
assistance and work readiness grants up to the standards of seetton sections
256D.01, subdivision la, and 256D.051, and according to procedures estab-
lished by the commissioner, except as provided for under section 256.016
and except that, after December 31, 1987 1988, state aid is reduced to 65
percent of all general assistance grants if the local agency does not make
occupational or vocational literacy training available and accessible to
recipients who are eligible for assistance under section 256D.05, subdivi-
sion 1, paragraph (a), clause (15).

After December 31, 4986 71988, state aid must be paid to local agencies
for 65 percent of work readiness assistance paid under section 256D.051
if the county does not have an approved and operating community invest-
ment program.

Any local agency may, from its own resources, make payments of general
assistance: (a) at a standard higher than that established by the commis-
sioner without reference to the standards of section 256D.01, subdivision
1; or, (b} to persons not meeting the eligibility standards set forth in section
256D.03, subdivision 1, but for whom the aid would further the purposes
established in the general assistance program in accordance with rules
promulgated by the commissioner pursuant to the administrative procedure
act.

Sec. 19. Minnesota Statutes 1986, section 256D.03, subdivision 6, is
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amended to read

Subd. 6. [DIVISION OF COSTS.] The state shall pay 99 100 percent of
the cost of general assistance medical care paid by the leeal ageney or
eeunty pursuant to this section, in accordance with sections 256B.041,
subdivision 5, and 256B.19, subdivision I, except as provided for.in section
256.016. In counties where prepaid health plans are under contract to the
commissioner to provide services to general assistance medical care recip-
jents, the cost of court ordered treatment that does not include diagnostic
evaluation, recommendation, or referral for treatment by the prepaid health
plan is the responsibility of the county of financial responsibility.

Sec. 20. Minnesota Statutes 1986, section 356D.04, is amended to read:
256D.04 [DUTIES OF THE COMMISSIONER.]
In addition to any other duties imposed by law, the commissioner shall:

(1) Supervise according to section 256.01 the administration of general
assistance and general assistance medical care by local agencies as provided
in sections 256D.01 to 256D.21;

(2) Promulgate uniform rules consistent with law for carrying out and
enforcing the provisions of sections 256D.01 to 256D.21 to the end that
general assistance may be administered as uniformly as possible throughout
the state; rules shall be furnished immediately to all local agencies and
other interested persons; in promulgating rules, the provisions of sections
14.01 to 14.70, shall apply;

(3 Allocate moneys appropriated for general assistance and general
. assistance medical care to local agenc1es as provided in section 256D.03,
subdivisions 2 and 3;

(4) Accept and supervise the disbursement of any funds that may be
provided by the federal government or from other sources for use in this
state for general assistance and general assistance medical care;

(5) Cooperate with other agencies including any agency of the United
States or of another state in all matters concerning the powers and duties
of the commissioner under sections 256D.01 to 256D.21;

(6) Cooperate to the fullest extent with other public agencies empowered
by law to provide vocanonal trammg, rehabilitation, or similar services;
and

" (7) Gather and study current information and report at least annually to
“the governor and legislature on the nature and need for general assistance
and general assistance medical care, the amounts expended under the super-
vision of each local agency, and the activities of each local agency and
publish such reports for the information of the public,

Sec. 21. Minnesota Statutes 1986 section 256D.36, subdivision 1,
amended to read: :

Subdivision 1. Commencing January 1, 1974, the commissioner shall
certify to each local agency the names of all county residents who were
eligible for and did receive aid during December, 1973 pursuant to a cat-
egorical aid program of old age assistance, aid to the blind, or aid to the
disabled. From and after Janvary 15 1980; vatil Janvwary b5 19845 For the
period from January 1 to June 30, the state shall pay 70 85 percent and
the county shall pay 30 15 percent of the supplemental aid calculated for
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each county resident certified under this section who is an applicant for or
recipient of supplemental security income except as provided for in section
256.016. After December 31 1980; the state shall pay 85 percent and the
eeunty shell pay 15 pereent of the aid- Subsequent to July I of each year,
the state agency shall reimburse the county agency for the funds expended
during the January 1 to June 30 period, except as provided for in section’
256.016. For the period from July 1 to December 31, the state agency
shall pay 100 percent of the supplemental aid calculated for each county.
resident certified under this section wheo is an applicant for or recipient
of supplemental security income except.as provided for in section 256.016.-

The amount of supplemental aid for each individual eligible under this -

section shali be calculated pursuant to the formula prescribed in title TI,
section 212 (a) (3) of Public Law Number 93-66, as amended.

Sec. 22. Minnesota Statutes 1987 Supplement, section 256G.01, sub-
division 3, is amended to read:

Subd. 3. [PROGRAM COVERAGE.] This chapter applies to all programs
administered by the commissioner in which residence is the determining
factor in establishing financial responsibility. These include, but are not
limited to: mdtef&mﬂaesm{-hdependeﬂtehiﬁfea-medieaiasﬁsmﬂee-
general assistanee; general assistance medieal eares Minnesete supple-
smental aid; commitment proceedings; including voluntary admissions; poor
relief funded wholly through local agencies; and social services, including
title XX, IV-E and other components of the community social services act;
sections 256E.01 to 256E.12. Ir also applies to service responsibility in
the income maintenance and health care programs adm:mstered by the
commissioner.

~ Sec. 23. Minnesota Statutes 1987 Supplement section 256G.02, sub-
division 4, is amended to read: :

Subd. 4. [COUNTY OF FINANCIAL RESPONSIBILITY.] (a} “County
of financial responsibility” has the meanings in paragraphs (b) to ¢h) (e).

(b) For an applicant who resides in the state and is not in a facility
described in subdivision 5, it means the county in which the applicant
resides at the time of apphcauon

(¢) For an applicant who resides in a facility described in subdivision 5,
it means the county in which the applicant last resided in nonexcluded
status immediately before entering the faciliry.

(d) For an apphcant who has not resided in this state for any time other
than the excluded time, it means the county in which the applicant resides
at the time of making application.

(e) Fer medieat assistance purpeses only; and for an infant whe has
resided only in an excluded time facilitys it reans the county that weould
have been responsible for the infant if elizibility had been established;
based on thai of the birth mother; at the time of application-

5 Notwithstanding paragraphs (b) te (d); the ceunty of financial respon-
sibility for medical assistanee recipients is the county from which a recip-
ient is receiving a maintenance grant or money payment under the program
efmétefamrheswﬁhdepe&de&tehﬂdrenerk&mnese&&suppleme&mlmd—

{2) Netwithstanding paragraphs (b) to (f); the county of financial respon-
sibility for soeial services for a persen receiving aid to families with depen-
dent children; general assistance; general assistance medical care; medieal
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persoft is receiving the aid or assistanee- If more than one named program
15 open concurrently, financial responsibility for social services attaches to
the program that has the earliest date of application and has been open :
without interruptjon. \ - -

¢ (f) Notwithstanding paragraphs (b} to €2} (e), the county of financial
responsibility for semi-independent living services provided under section
+252.275, and Minnesota Rules, parts 9525.0500 to 9525.0660, is the county
of residence in nonexcluded status immediately before the placement into
or request for those services. :

Sec. 24, Mihﬁesota Statutes 1987 Supplement; section 256G.04, sub-
" division 1, is amended to read: : ‘

- “Subdivision 1. [TIME OF DETERMINATION.] For purposes of estab-
lishing financial responsibility, residence must be determined as of the date
a local agency receives a signed request or signed application or the date
of eligibility, whichever is later. This subdivision extends to cases in. which'
the applicant may move to another county after the daté of application but
- before the grant or service is actually approved.

Sec. 25, Minnesota Statutes 1987 Supplement, sectibn.25 6G.05, is amended
to read: ‘ L ;

256G.05 {RESPONSIBILITY FOR EMERGENGIES

emergencies verified by a local ageney; financial for aid to
families with ehﬂd-rea;gener&lass&s@aﬂeﬁ&ndeﬂesat»asup—
plemental aid rests with the county in which an otheswise person

' is et obligated to reimburse: Finaneial responsibitity is Limited 10 30 days
Subd- 2- [NON-MINNESOTA RESIDENTS.] - '

State residence is not required for receiving emergency assistance in the
general assistance -and Minnesota supplemental aid programs only. The
receipt of emergency assistance must not be used as a factor in determining
county or state residence. I ,

' Sec. 26. Minnesota Statutes 1987 Supplement, section 256G.07, is amended
“toread: .. , : o
256G.07 [MOVING TO ANOTHER COUNTY.]

-Subdivision 1. [EFFECT OF MOVING.]} Except as provided in subdi-
vision 4, a person who has applied for and is receiving assistanee services
under a program governed by this chapter, in any county in this state, and
"who moves to another county-in this state, is entitled to continue to receive
that assistance from the county from which that person has moved until
that person has resided in nonexcluded status for two full calendar months
in the county. to which that person has moved. - ‘ _ _

Subd. 2. [TRANSFER OF RECORDS.] Before the person has resided
in nornexcluded status for two calendar months; er ene calendar month in
the ease of general assistance of general assistance medical eare; in the
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county to which that person has moved, the local agency of the county
from which the person has moved shall transfer all necessary records relat-
" ing to that person to the local agency of the county to which the person
-has moved.

Subd. 3. [CONTINUATION OF CASE ] When the case is terminated for
30 days or less before the recipient reapplies, that case remains the financial
responsibility of the county from which the recipient moved until the res-
idence requ1rement in subdivision 1 is met. :

Subd. 4. {M%EHNANGLALR—ESP@NSIB%—}%%%
'&b&neﬂeeeumybeeemesfmaﬂemﬁyfespenﬂblefef&e&sem%}ﬂﬂga

ﬂmgwﬁhtheﬁfstdayefthee&}endafmemhaﬁeffhatfeeenﬁdefaﬂe&-
finaneinl responsibility for the entire assistance umit belongs to the eounty
tha%wasrm&a-}}yfespeﬂs*b}eferihepfegf&m%theeafheﬂd&teef

Subd- 3= [SOCIAL SERVICE PROVISION.] The types and level of social
services to be provided im any case governed by this chapter are those -
otherwise provided in the county in which the person is physically resmhng ‘
at the time those services are provided,

Sec. 27. Minnesota Statutes 1987 Supplement section 256G. 10, is amended
" to read: :

1256G.10 {DERTVATIVE SETTLEMENT ELIMINATED]

a5 deseribed in section 256G-02; subdivision 4; paragraph (d)
Residence under this chapter must be determined independently for each
applicant. The residence of the parent or guardian does not determine the
residence of the child or ward. Physical or legal custody has no bearing on
residence determinations. This section does not, however, apply to situa-
tions involving another state or limit the application of an interstate compact.

Sec. 28. Minnesota Statutes 1987 Supplement section 256G 11 s arnended
to read.

256G.11 [NO RETROACTIVE EFFECT]

This chapter s net retroaetive and does not require the retroactive rede-
termination of financial responsibility for cases existing on January 1,
1988. This chapter applies only to applications and redetermmatlons of
eligibility taken or routinely made after January 1, 1988.

- Neotwithstanding this section; however; existing social servee eases e
to eases for these programs outlined in seetion 2360-02; subdivisien 45
(—g}—ﬁefwhaeh&na-pphe&ﬁeaﬁmkeﬂef&fedeieﬁmﬂ&&eam

made after January 1 1088

Sec. 29. [256.018] [RECOVERY OF MONEY; APPORTIONMENT]

" When an amount is recovered from any source for assistance given under -
the provisions governing public assistance programs including aid to fam-
ilies with dependent children, emergency assistance, general assistance,
work readiness, and Minnesota supplemental aid, there shall be paid 10
the United States the amount due under the terms of the Social Security
Act and the balance must be paid into the treasury of the state or county
in accordance with current rates of financial participation; except if the
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recovery is directly attributable to county effort, the county may keep one-
half of the nonfederal share of the recovery. This.does not apply to recov-
eries from medical providers or to recoveries begun by the department of
human services” surveillance and utilization review division, state hospital
collections unit, and the benefit recoveries division or, by the attorney
generals office, or child support collections.

Sec. 30. Minnesota Statutes 1986 section 393 07, subdivision 2,
amended to read:

Subd. 2. [ADMINISTRATION OF PUBLIC WELFARE.] The county
welfare board, subject to the supervision of the commissioner of human
services, shall administer all forms of public welfare, both for children and
adults, responsibility for which now or hereafter may be imposed on the
commissioner of human services by law; including general assistance, aid
to dependent children, county supplementation; if any, or state aid to recip-
ients of supplemental security income for aged, blind and disabled, child
welfare services, mental health services, and other public assistance or
public welfare services, provided that the county welfare board shall not
* employ public health nursing or home health service personnel other than
homemaker-home help aides, but shall contract for or purchase the nec-
" essary services from existing community.agencies. The duties of the county

welfare board shall be performed in. accordance with the standards and
rules which may be promulgated by the commissioner of human services
to achieve the purposes intended by law and in order to comply with the
requirements of the federal Social Security Act in respect to public assis-
tance and child welfare services, so that the state may qualify for grants-
in-aid available under that act. To avoid administrative penalties under
section 256.016, the county welfare board must comply with (1} policies

- established by state law and (2 ) instructions from the commissioner relating
(i) to public assistance program policies consistent with federal law and
regulation and state law and rule and (ii) to local agency program oper-
ations. The commissioner may enforce county welfare board compliance
with the instructions, and may delay, withhold, or deny payment of all or
part of the state and federal share of benefits and federal administrative
reimbursement, according to the provisions under section 256.016. The
county welfare board shall supervise wards of the commissioner and, when
so designated, act as agent of the commissioner of human services in the
placement of the commissioner’s wards in adoptive homes or in other foster
care facilities. The county welfare board may contract with a bank or other
financial ipstitution to provide services associatéd with the processing of
public assistance checks and pay a service fee for these services, provided
the fee charged does not exceed the fee charged to, other customers of the
institution for similar services.

Sec. 31. Minnesota Statutes 1987 Supplcment section 393.07, subdi-
vision 10, is amended to read: :

Subd. 10. [FEDERAL FOOD STAMP PROGRAM.] (a) The county wel-
fare board shall establish and administer the food stamp program pursuant
to rules of the commissioner of human services, the supervision of the
commissioner as specified in section 256.01, and all federal laws and
regulations. The commissioner of human services shall monitor food stamp
program delivery on an ongoing basis-to ensure that each county complies
with federal laws and reguiations. Program requirements to be monitored
include, but are not limited to, number of applications, number of approvals,
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number of cases pending, length of time required to process each appli-
cation and deliver benefits, number of applicants eligible for expedited
issuance, length of time required to process and deliver expedited issuance,
number of terminations and reasons for terminations, client profiles by
age, household composition and income level and sources, and the use of
phone certification and home visits. The commissioner shall determine the
county-by-county and statewide participation rate. The commissioner shall
report on the monitoring activities on a county-by-county basis in a report
presented to the legislature by July 1 each year. This monitoring activity
shall be separate from the management evaluation survey sample required
under federal regulations.

(b} On July 1 of each year, the commissioner of human services shall
determine a statewide and county-by-county food stamp program partici-
pation rate. The commissioner may designate a different agency to admin-
ister the food stamp program in a county if the agency administering the
program fails to increase the -food stamp program participation rate among
families or eligible individuals, or comply with all federal laws. and regu-
lations governing the food stamp program. The commissioner shall review
agency performance annually to determine compliance with this paragraph.

(c) The county welfare beard shall participate in a food stamp quality |
eeﬂffelsystemsubjeet%e%hesupewmeﬁeféheeemﬂmsswwefbumaﬂ-
services and pursuant to federal regulations- - '

A person who commits any of the following acts has violated section

256.98 and is subject to both the criminal and civil penalties provided under
that section: ‘ . .

{1) Obtains or attempts to obtain, or aids or abets any person to obtain
by means of a willfully false statement or representation, or intentional -
concealment of a material fact, food stamps to which the person is not
entitled or in an amount greater than that to which that person is entitled;
or :

(2) Presents or causes to'be presented, coupons for payment or redemption
knowing them to have been received, transferred or used in a manner
contrary to existing state or federal law; or

(3) Willfully uses or transfers food stamp coupens or authorization to
purchase cards in any manner contrary to existing state or federal law. .

Sec. 32. [TRANSFER OF COUNTY FOOD STAMP QUALITY CON-
TROL SYSTEM EMPLOYEES.]

{a} All positions covered by the Minnesota merit system located in Crow .
Wing county family social service center and in the Redwood county welfare
department classified as food stamp corrective action specialist I and II

-and as financial assistant supervisor I, if the positions supervise food
stamp corrective action specialists, are Iransferred 1o the department of
human services and become state civil service positions.

{b) All incumbent emplovees affected by this transfer, who choose to
transfer to state civil service positions in the department of human services,
must be transferred with no reduction in salary. Salaries of individual
employees who transfer must be adjusted 10 the minimum salary or to the
nearest equal or higher step on the state compensanon plan for their class,
whichever is greater. .
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(c) Existing sick leave and vacation accruals for an employee who trans-
fers must be transferred to the department of human services and the
employee shall accrue additional vacation and sick leave under the pro-

. visions of the appropriate state collective bargaining agreement based on
the employee’s years of service in either Crow Wing county family service
center or in the Redwood county welfare department

(d ) If an employee who transfers chooses to retain the county coverage
for employee and dependent health, dental, and life insurance, the depart-
ment of human services shall reimburse the employee for one month of
" continued enrollment in the health, denial, and life insurance plans in an
amount equal to what their former county employer would have paid for
the coverage had the employee remained a county employee, until the
employee is eligible for coverage under the state insurance plans.

- (e) Classification seniority for an employee who transfers must be cal-
culated according to the provisions of the appropriate state collective
bargaining agreement based upon the employee’s years of service in the
county merit systent. .

Sec. 33. [REPEALER.]

Minnesota Statutes 1 986, section 256 905; and Minnesota Statutes 1987
Supplement, section 256D.22, are repealed.

Sec. 34, [HUMAN-SERVICES: APPROPRIAT_IONS.]

. The sums shown in the columns marked "APPROPRIATIONS” are appro- -
priated from the general fund, or any other fund named, to the commis-
sioner of human services for the purposes specified in this article, to be
available for the fiscal years indicated for each purpose. The figure “1989”
where used in this section, means that the appropriation listed under it is
available for the year ending June 30, 1989.

SUMMARY BY FUND - .
: 1989
General )
Incentive Fund - $990.000
Appeals and Contracts ' 35,500
Financial Management . 39,000
Assistance Payments 511,000
- Food Stamp Quality T ,
- Control 110 000 s
- Administrative Aid S, 150,000)
" Revenue:
General Fund ,
- .Nondedicated Recezpts ’ - $223,000
Positwns ' )
General Fund :
Appeals and Contracts |
Financial Management C2
Assistance Payments 22
Food Stamp Quality Control - 25

Subdivision |. [APPROPRIATION BY FUND.]



6934 JOURNAL OF THE SENATE [78TH DAY |

General Fund $1,650,000
o (1,150,000)

The amounts that may be spent from this appropriation for eaéh-'program
and activity are more specifically described in the following subdivisions.

Subd. 2. [HUMAN SERVICES]

Adminisirative Aid -~ . ($1,150,000)
Funds fqrrthi.'v purpose are eliminated effective January 1, 1989. -
Incentive Fund . - $990,000

© $990,000 of the appropriation for the county incentive fund. Money appro-
priated for the incentive fund in fiscal year 1989 does not cancel but is
available for fiscal year 1990.

Subd. 3. [INCOME MAINTENANCE ]

" Administration ‘ $660,000
Approved complement: 50 _
Food Stamp Quality Control Operations

$110,000 of the appropriation and 25 complefnenr posztxons for the con-
“version of county food stamp quality control staff to state employmem

Monitoring and Program Support

3554,500 of the approprfationland 25 complement positions to implement
state financing of income maintenance benefits as contained in the pro-
visions of this article: monitoring local agency performance in adminis-
tering the income maintenance programs, providing technical assistance
and program support and reviewing local agency exceptions to campl:ance
actions under the provisions included in this article,

Sec. 35. [EFFECTIVE DATE.]

The part of section 31 that strikes a part of subclause (c) is effecﬁve
June 1, 1989. Secfion 32 is effecuve July 1, 1989. Except as provzded in
section 34, the rest of this article is effective January I, 1989 -

ARTICLE 7
PROPERTY TAX TECHNICAL AND ADMINISTRATIVE

Section 1. Minnesota Statutes 1986 section 270.073, SUblelSlOll 2,18
- amended to read:

Subd. 2. As soon as practicable and not later than Nevember December
-1 next following the levy of the tax, the commissioner shall give actual
notice to the airline company of the assessed vatuation and of the tax. The
taxes imposed under sections 270.071 to 270.079 shall become due and
payable on January 1 following the levy thereof. If any tax is not paid on.
the due date or, if an appeal is made pursuant to section 270.076, within
60 days after notice of an increased tax, a late payment penalty of ten
percent of the unpaid tax shall be assessed. The unpaid tax and penalty
shall bear interest at the rate specified in section 270.75 from the time
such tax should have been paid until paid. All interest and penalties shall
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_ be added to the tax and collected as a part thereof,

Sec. 2. Minnesota Statutes 1986, section 273.112, subdivision 3, is
amended to read: :

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

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

(b) five acres in size or more, except in the case of an archery or firearms
Tange;

(c)(1) operated by private individuals and open to the public; or

(2) operated by firms or corporations for the benefit of employees or
guests; or :

(3) operated by private clubs having a membership of 50 or more, pro-
vided that the club does not discriminate in membership requirements or
selection on the basis of sex; and’

(d) made available, in the case of real estate devoted to golf, for use
without discrimination on the basis of sex during the time when the facility
1s open to use by the public or by members, except that use for golf may
be restricted on the basis of sex no more frequently than one, or part of
one, weekend each calendar month for each sex and no more than two, or
part of two, weekdays each week for each sex. '

_If a golf club membership allows use of golf course facilities by more
than one adult per membership, the use must be equally available to all
adults entitled 1o use of the golf course under the membership, except that
use may be restricted on the basis of sex as permitted in this section.
Memberships that permit play during restricted times may be allowed only
if the restricted times apply to all adults using the membership.

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

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

Sec. 3. Minnesota Statutes 1986, section 273.112, subdivision 6, is
amended to read: '

Subd. 6. Application for deferment of taxes and assessment under this
section shall be made at least 60 days prior to January 2 of each year. Such
application shall be filed with the assessor of the taxing district in which
the real property is located on such form as may be prescribed by the
commissioner of revenue, The assessor may require proof by affidavit or
other written verification that the property qualifies under subdivision 3.
In the case of property operated by private clubs pursuant to subdivision
3, clause (c)(3), in order to qualify for valuation and tax deferment under
this section, the taxpayer must submit.to the assessor proof by affidavit or
other written verification that the bylaws or rules and reguiations of the
club meet the eligibility requirements provided under this section. The
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signed affidavit or other written verification shall be sufficient demonstra-
tion of eligibility for the assessor unless the county attorney determines
otherwise.

The county assessor shall refer any question regarding the eligibility for
valuation and deferment under this section to the county attorney for advice
and opinion under section 388.05!, subdivision 1. Upon request of the
county attorney, the taxpayer shall furnish information that the county
attorney considers necessary in order to determlne eligibility under this
section.

Real estate is not entitled to valuation and deferment under this section
unless the county assessor has filed with the assessor’s tax records prior
to October 16 a statement that the application has been accepted.

Sec. 4. Minnesota Statutes 1987 Supplement section 273.1195, is amended
to read:

273.1195 [STATE PAID SMALL BUSINESS PROPERTY TAX TRAN
SITION CREDIT.]

For property taxes payable in 1988 only, class 3a commercial industrial
property is eligible for a state paid small business transition property tax
credit if the payable 1988 property taxes on the first $120,000 of market
value of the property exceed three percent of the January 2, 1987, market
value. The credit is equal to 50 percent of the property tax amount which
is in excess of three percent of -market value. Only the first $120,000 of
market value of a qualifying parcel and the taxes attributable to the first
$120,000 of market value are eligible for the computation of this credit.
Only a parcel that qualifies for the 28 percent assessment ratio contained
in section 273,13, subdivision 24, paragraph (a), qualifies for the credit
provided in this section. Only the market value and property tax attrib-
utable to the part of the parcel that is class 3a must be used in computing
the credit provided in this section.

In the case of taxes paid in installments pursuant to section 279-01;
subdivision 1 the eredit under this seetior must be deducted frem the
second one-half installment payable Oecteber 15 The amount of the reduc-
tion must be reported to the commissioner of revenue as part of the abstracts
of tax lists required to be filed with the commissioner under section 275.29.

There is annually appropriated from the general fund to the commis-
stoners of revenue and education the amount necessary to replace the
revenue lost to local units of government and school districts. as a'result
of the reduction in property taxes provided in this section. The payment
amounts must be determined and the installments pald under the provnsnons
of sections 273.13, subdivision 15a, and 273.1392.

Sec. 5. Minnesota Statutes 1986, section 273.121, is amended to read:
273 121 [VALUATION OF REAL PROPERTY, NOTICE.]

Any county assessor or city assessor having the powers of a county
assessor, valuing or classifying taxable real property shall in each yéar
notify those persons whose property is to be assessed or reclassified that
year If the person’s address is known to the assessor, otherwise the occupant
of the property. In the ease of properiy owned by a married couple in joint
| tepaney OF tenancy iR commeon; the assessor shall not deny homestend
treatrent in whole or in part if only one of the spouses is eccupying the
property and the other spouse is absent due to divoree or separations of is
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afesldeﬂtefa&ufsmghemeefabeﬂdmgeafeﬁaeﬁﬁy—The notice shall
be in writing and shall be sent by ordinary mail atleast ten days before
the meeting of the local board of review or equalization. It shall contain
the amount of the valuation in terms of market value, the new classification,
the assessor’s office address, and the dates, places, and times set for the
meetings of the local board of review or equalization and the county board
of equalization. If the assessment roll is not complete, the notice shall be
sent by ordinary mail at least ten days prior to the date on which the board

- of review has adjourned. The assessor shall attach to the assessment roll
a staternent that the notices required by this section have been mailed. Any
assessor who is not provided sufficient funds from the assessor’s governing
body to provide such notices, may make application to the commissioner

. of revenue to finance such notices: The commissioner of revenue shall
conduct an investigation and, if satisfied that the assessor does not have
the necessary funds, issue a certification to the commissioner of finance
of the amount necessary to provide such notices. The commissioner of.
finance shall issue a warrant for such amount and shall deduct such amount
_from any state payment to such county or municipality. The necessary funds
to make such payments are hereby appropriated. Failure to receive the notice
shall in no way affect the validity of the assessment, the resulting tax, the
procedures of any board of review or equallzatlon or the enforcement of
delinquent taxes by statutery means.

Sec. 6. Minnesota Statutes 1986, sectlon 273 124, subdmsnon 1,
amended to. read

Subdivision 1. [GENERAL RULE ] Re:udentlal real estate that is occu-
pied and used for the purposes of a homestead by its owner, who must be
a Minnesota resident, is a homestead. Dates for establishment of a home-
stead and homestead treatment provided to partu,ular types of property are -
as provided in this section.

The assessor shail require proof by affidavit or otherwme of thc facts
upon which classification as a homestead may be determined.

For-purposes of this section, homestead property shall include property
which is used for purposes of the homestead but is separated from the
homestead by a road, street, lot, waterway, or other similar intervening
property. The term “used for purposes of the homestead” shall include but
not be limited to uses for gardens, garages, or other outbuildings commonly
associated with a homestead, but shall not include vacant land held pri-
marily for future development. In order to receive homestead treatment for
the noncontiguous property, the owner shall apply for it to the assessor by
July 1 of the year when the treatment is initially sought. After initial
qualification for the homestead treatment, addmonal applications for sub-
sequent years are not required. _

In the case of property owned by a married couple in joint tenancy or
fenancy in common, the assessor must not deny homestead treatment in’
whole or in part if only one-of the spouses is occupying the property and
. the other spouse is absent due to divorce or separation or is a resident of
a nursing home or a boarding care facility. '

If an individual is purchasing property with the intent of claiming it as
a homestead, and is required by the terms of the financing dgreement to
have one or both parents shown on the deed as coowners, the assessor
shall allow a full homestead classification and extend full homestead credit.
The application for homestead benefits must be on a form prescribed by
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the commissioner and must contain the data necessary for the assessor-to
determine if full homestead benefits are warranted.

Sec. 7. Minnesota Statutes 1986, section 273.124, subdivision 6, is
amended to read:

Subd. 6. [LEASEHOLD COOPERATIVES ] When one or more dwell-
ings or one or more buildings which each contain several dwelling units
is owned by a nonprofit corporation subject to.the provisions of chapter
317 or a limited partnership which corporation or partnership operates the
* property in conjunction with a cooperative association, homestead treat-
ment may be claimed by the cooperative association on behalf of the
members of the cooperative for each dwelling unit occupied by a member
of the cooperative. The cooperative association must provide the assessor
with the social security numbers of those members. To qualify for the
treatment provided by this subdivision, the following conditions must be
met: (a) the cooperative association must be organized under sections 308.05
to 308.18; (b) the cooperative association must have a lease for occupancy
of the property for a term of at least 20 years; (c) to the extent permitted
under state or federal law, the cooperative association must have a right
- under a written agreement with the owner to purchase the property if the
owner proposes to sell it; if the cooperative association does not purchase
the property when it is offered for sale, the owner may not subsequently
sell the property to another purchaser at a price lower than the price at
‘which it was offered for sale to the cooperative association unless the

" cooperative association approves the sale; and (d) if a limited partnership
owns the property, it must include as the managing general partner either

the cooperative association or a nonprofit organization operating under the
provisions of chapter 317. Homestead treatment must be afforded to units
occupied by members of the cooperative association and the units must be
assessed as provided in subdivision 3, provided that any unit not so occupied
shall be classified and assessed pursuant to the appropriate class. No more
than three acres of land may, for assessment purposes, be included with
each dwelling unit that quallfles for homestead treatment under this
subdivision.

Sec. 8. Minnesota Statutes 1987 Supplement section 273. 13 subdm-
sion 15a, is amended to read:

. Subd. 15a. [GENERAL FUND, REPLACEMENT OF REVENUE.] (1)
Payment from the general fund shall be made, as provided herein, for the
purpose of replacing revenue lost as a result of the reduction of property
taxes provided in subdivision 23. -

(2) Each county auditor shall certify, not later than May 1 of each year
to the commissioner of revenue the amount of reduction resulting from
subdivision 23 in the auditor’s county. This certification shall be submitted
to the commissioner of revenue as part of the abstracts of tax lists required
to be filed with the commissioner under the provisions of section 275.29.
Any prior year adjustments shall also be certified in the abstracts of tax
lists. The commissioner of revenue shall review such certifications to deter-
mine their accuracy. The commissioner may make such changes in the
certification as are deemed necessary or return a certification to the county
auditor for corrections.

A3) Based on current year tax data reported in the abstracts of tax lists,
the commissioner of revenue shall annually determine the taxing district
distribution of the amounts certified under clause (2). The commissioner
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of revenue shall pay to each taxing district, other than school districts, its
total payment for the year in equal installments on or before July 45 20
and Deceinber 15 of each year. -

Sec. 9. Minnesota Statutes 1987 Supplément, section 273,13, subdivi-
sion 23, is amended to read: '

Subd. 23. [CLASS 2.] (a) Class 2a property is agricultural land that is
homesteaded, together with the house and garage. The first $66,000 of
market value of an agricultural homestead is valued at 30 percent. The
‘remaining value of class 2a property is assessed at 40 percent of market
value.

Noncontiguous land shall constitute class 2a only if the homestead is
classified as class 2a and the detached land is located in the same township
or city or not farther than two townships or cities or combination thereof
from the homestead. :

‘Agricultural land used for purposes of a homestead and actively farmed- -
by a person holding a vested remainder interest in it must be classified
class 2a. If agricultural land is classified class 2a, any other dwellings on
the land used for purposes of a homestead by persons holding vested remain-
der interests who are actively engaged in farming the property, and up to
one acre of the land surrounding each homestead and reasonably necessary
for the use of the dwelling as a home, must also be assessed class 2a and
is entitled to the homestead credit.

The tax to be paid on class 2a property, less any reduction received
pursuant to sections 273.123 and 473H.10 shall be reduced by 52 percent
of the tax. The amount of the reduction shall not exceed $700.

(b) Class 2b property is (1) real estate, rural in character and used
exclusively for growing trees for timber, lumber, and wood and wood prod-
ucts; and (2) real estate that is nonhomestead agricultural land. Class 2b
property is assessed at 40 percent of market value.

Agricultural land as used in this section shall mean contiguous acreage
of ten acres or more, primarily used during the preceding year for agri-
cultural purposes. Agricultural use may include pasture, timber, waste,
unusable wild land and land included in federal farm programs.

Real estate of less than ten acres used principally for raising poultry,
livestock, fruit, vegetables or other agricultural products, including the
breeding of fish for sale and consumption, shall be considered as agricul-
tural land, if it is not used primarily for residential purposes.

The assessor shall determine and list separately on the records the market
value of the homestead dwelling and the one acre of land on which that
dwelling is located. If any farm buildings or structures are located on this
homesteaded acre of land, their market value shall not be included in this
_ separate determination.

Sec. 10. Minnesota Statutes 1987 Supplement, section 273.13, subdi-
vision 25, is amended to read: S

Subd. 25, [CLASS 4.] (a) Class 4a is residential real estate containing
four or more units and-used or held for use by the owner or by the tenants
or lessees of the owner as a residence for rental periods of 30 days or more.’
Class 4a also includes hospitals licensed under sections 144,50 to 144,56,
other than hospitals exempt under section 272.02, and contiguous property
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used for hospital purposes, without regard to whether the property has been
platted or subdivided. Class 4a property is assessed at 70 percent of market
value.

. (b) Class 4b includes:

(1) residential real estate containing less than four unrts other than
seasonal residential, recreational, and homesteads; '

(2) post-secondary student housing not to exceed one acre of land which
is owned by a nonprofit corporation organized under chapter 317 and is
used exclusively by a sorority or fraternity organization for housing;

(3) manufactured homes not classified under any other provision; and

(4) a dwelling, garage, and surrounding one acre of property on a non-
homestead farm classified under subdivision 23, paragraph (b). -

Class 4b property is assessed at 60 percent for taxes levied in 1988
payable in 1989 and thereafter.

(c) Class 4c property includes:

(1) a structure that is situated on real property that is used for housmg
for the elderly or for low and moderate income families as defined by Title
II of the National Housing Act or the Minnesota housing finance agency
law of 1971 or rules promulgated by the agency pursuant thereto and
financed by a direct federal loan or federally insured loan or a loan made
by the Minnesota housing finance agency pursuant to the provisions of
either of those acts and acts amendatory thereof. This clause applies only
to property of a nonprofit or limited dividend entity. Property is classified
as class 4c under this clause for 15 years from the date of the completion
of the original construction or substantial rehabilitation, or for the orrgmal
term of the loan; :

(2) a structure that is:

(1) sitnated upon real property that is used for housing lower income
families or elderly or handicapped persons, as defined in section 8 of the
United States Housing Act of 1937, as amended; and

(ii) owned by an entity which has entered into a housing assrstance
payments contract under section 8 which provides assistance for 100 percent
of the dwelling units in the structure, other than dwelling units intended
for management or maintenance personnel. Property is classified as class
4¢ under this clause for the term of the housing assistance payments con-
tract, mcludmg all renewals, or for the term of its permanent financing,
whichever is shorter.

For all properties described in clauses (1) and (2) and in paragraph (d),
clause (2}, the market value determined by the assessor must be based on
the normal approach to value using normal unrestricted rents.

(3) a parcel of land, not to exceed one acre, and its improvements or a -
parcel of unimproved land, not to exceed one acre, if it is owned by &
-neighborhood real estate trust and at least 60 percent of the dwelling units,
if any, on all land owned by the trust are leased to or occupied by lower
income families or individuals. This clause does not apply to any portion
‘of the land or improvements used for nonresidential purposes. For purposes.
of this clause, a lower income family is a family with an income that does
not exceed 65 percent of the median family income for the area, and a
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lower income individual is an individual whose income does not exceed 65
percent of the median individual income for the area, as determined by the
United States Secrctary of Housing and Urban Development. For purposes
of this clause, “neighborhood real estate trust” means an entity which is
certified by the governing body of the municipality in which it is located
to have the following characteristics: (a) it is a nonprofit corporation orga-
nized under chapter 317; (b) it has as its principal purpose providing housing
for lower income families in a specific geographic community designated
in its articles or bylaws; (c) it limits membership with voting rights to
residents of the designated community; and (d) it has a board of directors
consisting of at least seven directors, 60 percent of whom are members
with voting rights and, to the extent feasible, 25 percent of whom are elected
by resident members of buildings owned by the trust; and

(4) except as provided in paragraph (d), clause (1}, real property devoted
to temporary and sedsonal residential occupancy for recreation purposes,
_ including real property devoted to temporary and seasonal residential occu-
pancy for recreation purposes and not devoted to commercial purposes for
more than 200 days in the year preceding the year of assessment. For this
purpose, property is devoted to commercial use on a specific day if it is
used, or offered for use, and a fee is charged for the use. Class 4¢ also
includes commercial use real property used exclusively for recreational
purposes in conjunction with class 4¢ property devoted to temporary and
seasonal residential occupancy for recreational purposes, up to a total of
two acres, provided the property is not devoted to commercial recreational
use for more than 200 days in the year preceding the year of assessment
and is located within two miles of the class 4¢ property with which it is
used. Class 4c property also includes the remainder of class 4d resorts;
and . : - : :

(5) real property up to a maximum of one acre of land owned by a
nonprofit community service criented organization; provided that the prop-
erty is not used for a revenue-producing activity for more than six days in
the calendar year preceding the year of assessment and the property is not
used for residential purposes on ¢ither a temporary or permanent basis.
For purposes of this clause, a “nonprofit community service oriented orga-
nization” means any corporation, society, association, foundation, or insti-
tution organized and operated exclusively for charitable, religious, fraternal,
" civic, or educational purposes, and which is exempt from federal income

taxation pursuant to section 5G1{c)(3), (10}, or (19) of the Internal Revenue
Code of 1986, as amended through December 31, 1986. For purposes of
this clause, “revenue-producing activities” shall include but not be limited
to property or that portion of the property that is used as an on-sale intox-
_icating liquor or nonintoxicating malt liquor establishment licensed under
chapter 340A, a restaurant open to the public, bowling alley, a retail store,
gambling conducted by organizations licensed under chapter 349, an insur-
- ance business, or office or other space leased. or rented to a lessee who
conducts a for-profit enterprise on the premises. Any portion of the property
which is used for revenue-producing activities for more than six-days in
the calendar year preceding the year of assessment shall be assessed as
class 3a. The use of the property for social events open exclusively to
members and their guests for periods of less than 24 hours, when an
admission is not charged nor any revenues are received by the organization
shall not be considered a revenue-producing activity; and :

Class 4c property is assessed at 50 percent.
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(d) Class 4d property includes:

(1) commercial use real property that abuts a lakeshore line and is devoted
to temporary and seasonal residential occupancy for recreational purposes
but not devoted to commercial purposes for more than 200 days in the year
preceding the year of assessment, and that includes a portion used as a
homestead by the owner. The area of the property that is classified as class
4d must not exceed 100 feet of lakeshore footage for each cabin or campsite
located on the property up to a total of 800 feet and 500 feet in depth,
measured away from the lakeshore;

(2) any structure:

(1) situated on real property that is used for housing for the elderly or
for low and moderate income families as defined by the farmers home
administration;

(ii) located in a municipality of less than 10,000 population; and

(iii} financed by a direct loan or insured loan from the farmers home
administration. Property must be assessed under this clause for 15 years
from the date of the completion -of the ongmal construction or for the
original term of the loan.

The 30 percent and 50 percent assessment ratios apply to the properties
described in paragraph (c), clauses (1) and (2) and this clause, only in
proportion to occupancy of the structure by elderly or handicapped persons
or low and moderate income families as- defined in the applicable laws
unless construction of the structure had been commenced prior to January
1, 1984; or the project had been approved by the governing body of the
municipality in which it is located prior to June 30, 1983; or financing of
the project had been approved by a federal or state agency prior to June
30, 1983, Classification under this clause is only available to property of
a nonprofit or limited dividend entity; and

(3) the first $34,000 of market value of real estate or manufactured homes
used for the purposes of a homestead by :

(i) any blind person, if the blind person is the owner thereof or if the
blind person and the blind person’s spouse are the sole owners thereof; or

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

(A) served in the active mlhtary or naval service of the United States;
and .

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

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

(11i} any person who:
“(A) 1s permanently and totally disabled and
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(B) receives 90 percent or more of total income from
(1) aid from any state as a result of that disability; or
(2) supplemental security income for the disabled; or

(3) workers® compensaﬁon based on a finding of total and permanent
disability; or _ ,

(4) social security disability, including the amount of a disability insur-
ance benefit which is converted to an old age insurance benefit and any
subsequent cost of living increases; or . '

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

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

- Property is classified and assessed pursuant to this clause only if the
' commissioner of human serviees revenue certifies to the assessor that the
owner of the property satisfies the requirements of this subdivision. Fhe .
cemmissioner of human services shall provide a copy of the certification

The remaining value of class 4(d)(3) property in excess of $34,000 shall
be valued and assessed under subdivision 22 or 23, as appropriate, provided
that only the value in excess of $34,000 but not .in excess of $68,000 is
assessed at the rate provided for the first tier of value in subdivision 22 or
only the value in excess of $34,000 but not in excess of $66,000 is.assessed
at the rate provided for the first tier of value in subdivision 23,

_ 'Class 4d property is assessed at 30 percent of market value.

Sec. 11. Minnesota Statutes 1987 Supplement, section 273.1397, sub-
division 2, is amended to read: R :

Subd. 2. [AID TO COUNTY.] A county whose preliminary aid amount
is greater than zero shall receive a payment équal to the lesser of (1) the
preliminary aid amount, or (2) 95 percent of the unreimbursed local share.
The commissioner of revenue shall annually determine the amounts pur-
suant to this section and shall notify the county of the resulting income
maintenance tax disparity aid amount. The commissioner of revenue shall
pay to each affected county treasurer the county’s tatal payment for the year
in equal installments on or before July 5 20 and December 15 of each
year. : —

Séc. 12. Minnesota Statutes 1986, section 273.40, is amended to rezid:
273.40 [ANNUAL TAX ON COOPERATIVE ASSOCIATIONS.]

Cooperative associations organized under the provisions of Laws 1923,
chapter 326, and laws amendatory thereof and laws supplemental thereto,
and engaged in electrical heat, light or-power .business upon a mutual,
nonprofit, and cooperative plan in rural areas, as hereinafter defined, are
hereby recognized as quasi-public in their nature and purposes; but such
cooperative associations, which operate within the corporate limits of any
city shall be assessed on the basis of 43 percent have a rax capacity of 5.3
percent of the market value of that portion of its property located within
the corporate limits of any city as provided for in section 273.13, subdi-
vision 31.
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Sec. 13. Minnesota Statutes 1987 Supplement, section 275.07, subdi-
vision 1, is amended to read:

Subdivision 1. The taxes voted by cities esd, towns, and school districts
shall be certified by the proper authorities to the county auditor on or before
October 10-in each year. The takes of a sehool district must be certified
to the commissionet of education by Oetober 10 in each year: If a city,
town, county, school district, or special district fails to certify its levy by
that date, its lévy shall be the amount levied by it for the preceding year.
If the local unit notifies the commissioner of revenues orf the commissioner
of education in the case of a sehool distriets before October 10 of its inability
to certify its levy by that date, and the commissioner is satisfied that the
delay is unavoidable and is not due to the negligence of the local unit’s
officials or staff, the commissioner shall extend the time within which the
local unit shall certify its levy up to 15 calendar days beyond the date of
request for extension. For 1988 only, the commissioner may extend the
certification time to November 7 if the requirements of this subdivision
are met. : - )

Sec. 14. Minnesota Statutes 1986, Sectioﬁ 277.05, is amended to read:
277.05 [SHERIFF TO FILE LIST OF UNCOLLECTED TAXES.)

If the sheriff is unable, for want of goods and chattels whereon to levy,
to collect by a distress, or otherwise, the taxes, or any part thereof, assessed
upon the personal property of any persons, the sheriff shall file with the
court administrator of the district court, on September first following, a
list of such taxes, with an affidavit of the sheriff, or of the deputy sheriff
entrusted with the collection thereof, stating that the affiant has made
diligent search and inquiry for goods and chattels from which to collect
such taxes, and is unable to collect the same. The list of such taxes as they
apply to manufactured homes shall be filed on December 1. The sheriff
shall note on the margin of such list the place to which any delinquent
taxpayer may have removed, with the date of removal, if known. At the
time of filing the list the sheriff shall also return all the warrants with
endorsements thereon showing the doings of the sheriff or deputy in the
premises, and the court administrator shall file and preserve the same. On
~ or before September tenth thereafter, the court administrator shall deliver
such list and affidavit to the county treasurer, who shall, by comparison
of such list with the tax duplicates in the treasurer’s office, ascertain whether
or not all personal property taxes reported by the treasurer to the court
administrator as delinquent, except those included in such list, have been
paid into the treasurer’s office, and shall attach to the list a certificate stating
whether or not all taxes reported by the treasurer to the court administrator
as delinquent and not included in the list have been receiveéd, and stating
the items of such taxes, if any, as have been received. The court admin-
istrator shall deliver such list and affidavit as they apply to manufactured
homes on or before December 10. The treasurer shall deliver such list and
affidavit, with the certificate attached, to the county board at its first session
thereafter, which shall cancel such taxes as it is satisfied cannot be col-
lected. A copy of the tax list so revised, and also a separate list of the
taxes so canceled, shall be included inthe records of the proceedings of
the board, and published in full, as a part of the proceedings.

Sec. 15. Minnesota Statutes 1986, section 277.06, is amended to read; _
277.06 [CITATION TO DELINQUENTS; DEFAULT JUDGMENT.]
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On October 20, or within ten days after the adjournment of the county
board, whichever occurs first, the county auditor shall file a copy of such
revised list with the court administrator of the district courts and. The

" county-auditor shall file a copy of the revised list as it applies to manu-
factured homes on January 20. Within ten days theseafter after the list has
been filed, the court administrator shall issue a citation to each delinquent
named in the hist, stating the amount of tax and penalty, and requiring such
delinquent to appear on a day to be set by the district court in the county,
appointed to be held at-a time not less than 30 days after the issuance of
such citation, and show cause, if any there be, why the delinquent should
not pay the tax and penalty. The citation shall be delivered for service to
the sheriff of the county where such person may at the time reside or be.
If such person, after service of the citation, fails to pay such tax, penalty,
and costs to the sheriff before the first day of the term, or on such day to
show cause as aforesaid, the court shall direct judgment against the persen
for the amount of such tax, penalty, and costs. When unable to serve the
citation, the sheritf shall return the same to the court administrator, with
a return thereto to that effect, and thereupon, or if the court decides that
the service of such citation made or attempted to be made, or the issuance
thereof by the court administrator, was illegal, the court administrator shall
issue another like citation, requiring such delinquent to appear on the first
day of the next general term to be held in the county, and show cause as
aforesaid, and if the delinquent fails to pay or to-show cause, the court shall
direct judgment as aforesaid. Whenever the sheriff has been unable to serve
‘any such citation theretofore issued in any year or years, or whenever the
court decides that the service of any such citation theretofore made or
attempted to be made, or the issuance thereof by the court administrator,
was illegal, the court administrator shall issue another like citation requiring
such delinquent to appear, as in the case last provided, and with like effect;
provided, that all citations other than the first shall be issued only on the
request of the county attorney, : " '

Sec. 16. Minnesota Statutes 1987 Suppleh‘nent, section 279.01, subdi-
vision 1, 1s amended to read: o

Subdivision 1. Except as provided in subdivision 3, on May 16, of each
year, with respect to property actually occupied and used as a homestead
by the owner of the property, a penalty of three percent shall accrue and
thereafter be charged upon all unpaid taxes on real estate on the current
lists in the hands of the county treasurer, and a penalty of seven percent
on nonhomestead property, except that this penalty shall not accrue until
" June 1 of each year on commercial use real property used for seasonal
residential recreational purposes and classified as class 4d or 4c, and on
other commercial use real property classified as class 3a, provided that
over 60 percent of the gross income earned by the enterprise on the class
3a property is earned during the months of May, June, July, and August.
Any property owner of such class 3a property who pays the first half of
the tax due on the property after May 15 and before June 1 shall attach an
affidavit to the payment attesting to compliance with the income provision
of this subdivision. Thereafter, for both homestead and nonhomestead prop-
erty, on the +6+h first day of each month, up to and including October 16
1 following, an additional penalty of one percent for each month shall
accrue and be charged on all such unpaid taxes. When the taxes against
any tract or lot exceed $50, one-half thereof may be paid prior to May 16;
and, if so paid, no penalty shall attach; the remaining one-half shall be
paid at any time prior to October 16 following, without penalty; but, if not
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so paid, then a penalty of four percent shall accrue thereon for homestead
property and a penalty of four percent on nonhomestead property. There-
after, for homestead property, on the +6th dey of each month up to and

December 16 firsr day of November and December following, -
an additional penalty of two percent for each month shall accrue and be
charged on all such unpaid taxes. Thereafter, for nonhomestead property,
on the 16th day of each menth up to and inclading December 16 first day
of November and December following, an additional penalty of four percent
for each month shall accrue and be charged on all such unpaid taxes. If
one-half of such taxes shall not be-paid prior to May 16, the same may be
paid at any time prior to October 16, with accrued penalties to the date of
payment added, and thereupon no penalty shall attach to the remaining
one-half until October 16 following.

A county may provide by resolution that in the case of a property owner
that has multuple tracts or parcels with aggregate taxes exceeding %50,
payments may be made in installments as provided in this subdivision.

The county treasurer may accept payments of more or less than the exact
amount of a tax installment due. If the accepted payment is less than the
amount due, payments must be applied first to the penalty accrued for the
year the payment is made. Acceptance of partial payment of tax dees not
constitute a waiver of the minimum payment required-as a condition for
filing an appeal under section 278.03 or any other law, nor does it affect
the order of payment of delinguent taxes under section 280.39.

Sec. 17. Minnesota Statutes 1986, section 279.01, subdivision 3, is
amended to read:

. Subd. 3. In the case of class 1b agricultural homestead, class 2a agri-
cultural homestead property, and class 2c agricultural nonhomestead prop-
erty, no penalties shall attach to the second one-half property tax payment
as provided in this section if paid by November 15. Thereafter for class 1b
agricultural homestead and class 2a homestead property, on November 16
following, a penalty of six percent shall accrue and be charged on all such
unpaid taxes and on December 16 [ following, an additional two percent
shall be charged on all such unpaid taxes. Thereafter for class 2c agricultural
nonhomestead property, on November 16 following, a penalty of eight
percent shall accrue and be charged on all such unpaid taxes and on Decem-
ber +& I fellowing, an additional four percent shall be charged on all such
unpaid taxes.

If the owner of class 1b agricultural homestead, class 2a, or class 2¢ -
agricultural property receives a consolidated property tax statement that
shows only an aggregate of the taxes and special assessments due on that
property and on other property not classified as class 1b agricultural home-
stead, class 2a, or class 2c agricultural property, the aggregate tax and
special assessments shown due on the property by the consolidated state-
ment will be due on November 15 provided that at least 50 percent of the
property’s market value is classified class 1b agricultural, class 2a, or class
2¢ agricultural. :

Sec. 18. Minnesota Statutes 1986, section 375.192, subdivision 1, 1s
amended to read:

Subdivision 1. Notwithstanding section 270.07, upon written application
by the owner of the property, the county board may grant a reduction, for
the current year, of the assessed valuation of any real property in that
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county which erroncously has been classified, for tax purposes, as non-
homestead property, as is necessary to give it the assessed valuation which
it would have received if it had been classified correctly. The application
shall be made on a form prescribed by the commissioner of revenue. It
shall include the social security number of the applicant and a statement
of facts of ownership and occupancy. The social security number of the
property owner is private data on individuals as defined by section 13.02,
subdivision 12. It shall be sworn to by the owner of the ‘property before
an officer authorized to take acknowledgments. Before it is acted upon by
the county board, the application shall be referred to the county assessor,
or if the property is located in a city of the first class having a city assessor,
to the cny assessor, who shall investigate the facts and attach a report of
the investigation to the application. -

With respect to abatements relating to the current year’s tax processed
through June 30, the county auditor shall notify the commissioner of rev-
enue on or before July 31 of that same year of all applications granted
pursuant to this subdivision. With respect to abatements relating to the
current year’s tax processed after June 30 through the balance of the year,
the county auditor shall notify the commissioner of revenue on or before
the following January 31 of all applications granted pursuant to this sub-
division. The form submitted by the county auditor shall be prescribed by

_the commissioner of revenue and shall contain the information which the
commissioner deems necessary.

Sec. 19. Minnesota Statutes 1986, section 477A.015, is aménded to
read:

477A.015 [PAYMENT DATES.]

The commissioner of revenue shall make the payments of local govern-
ment aid to affected taxing authorities in two installments on July 45 20
and December 13 annually.

The commissioner may pay all or part of the payment due on December
15 at any time after August 15 upon the request of a city that requests such
payment as being necessary for meeting its cash flow needs.

Sec. 20. [ADJUSTMENT FOR CREDITS.]

A county auditor may make a final certification of prior year adjustments
not previously claimed for wetlands credit and reimbursement, native prai-
rie credit and reimbursement, small business credit, and the residential
homestead credit and the agricultural school credit in the 1989 abstract
of tax lists. The commissioner of revenue shall review such cerrifications
to- determine their accuracy and make changes as are deemed necessary.
After they have been reviewed, the commissioner shall include these prior
year adjustments in the 1989 aid payments.

Sec. 21. Laws 1987 chapter 268, article 6, section 54, is amended to
read: ' :

Sec. 54. [EFFECTIVE DATE.)

Except where provided otherwise, sections 1 to I3, and 15 to 53 are
effective for taxes levied in 1988, payable in 1989, and thereafter. Section
14 is effective for taxes payable in 1987 and thereafter.

Sec. 22. [EFFECTIVE DATE.]
Sections 9, 12, and 13 are effective for taxes levied in 1988, payable
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in 1989, and thereafler.
Sections 2, 3, and 21 are effective the day after final enactment.
ARTICLE 8
ASSESSORS
Section 1. Minnesota Statutes 1986, section 270.41, is amended to read:
270.41 [BOARD OF ASSESSORS.]

(a) A board of assessors is hereby created. The board shall be for the
‘purpose of establishing, conducting, reviewing, supervising, coordinating
or approving courses in assessment practices, and establishing criteria for
determining assessor’s qualifications. The board shall also have authority
and responsibility to consider other matters relating to assessment admin-
istration brought before it by the commissioner of revenue. The board may
grant, renew, suspend, or revoke an assessor’s license. The board shall
consist of nine members, who shall be appointed by the commissioner of
revenue, in the manner provided herein. . .

1. Two from the department of revenue,
2. Two county assessors,

3. Two assessors who are not county assessors, one of whom shall be a
township assessor, and

4. Oné from the private appraisal field holding a professional appraisal
designation,

5. Two public members as defined by section 214.02.

The appointment provided in 2 and 3 may be made from two lists of not
less than three names each,-one submitted to the commissioner of revenue
by the Minnesota association of assessing officers or its successor orga-
nization containing recommendations for the appointment of appointees
described in 2, and one by the Minnesota association of assessors, inc. or
its successor organization containing recommendations for the appointees
described in 3. The lists must be submitted 30 days before the commence-
ment of the term. In the case of a vacancy, a new list shall be furnished
to the commissioner by the respective organization immediately. A member
of the board who shall no longer be engaged in the capacity listed above
shall antomatically be disqualified from membership in the board.

The board shall annually elect a chair and a secretary of the board.

(b) The board may refuse to grant or renew, or may suspend or revoke,
a license of an applicant or licensee for any of the following causes or
acts: '

(1) failure to complete required training;
(2) inefficiency or neglect of duty;

(3) “unprofessional conduct” which means knowingly neglecting to per-
form a duty required by law, or violation of the laws of this state relating
to the assessment of property or unlawfully exempting property or listing
property on the tax list at less than a specified targeted range of market
value; '

(4) conviction of a crime involving moral turpitude; or
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. {3) any other cause or act that in the board'’s opinion warrants a refusal
fo issue or suspension or revocation of a license,

{c) The board of assessors may adopt rules under chapter 14, defining
or interpreting grounds for refusing to grant or renew, and for suspending
or revoking a license under this section. An action of the board of assessors -
in refusing to grant or renew a license or in suspending or revoking a

-license is subject to review in accordance with chapter 14. '

Sec. 2. Minnesota Statutes 1987 Supplement, section 270.483, is amended
tor read: ‘

270.485 [SENIOR ACCREDITATION. ]

- The legislature finds that the property tax system would be enhanced by
requiring that every county assessor and senior appraiser in the department
of revenue’s preperty tax review local government services division obtain
senior accreditation from the state board of assessors. By January 1, 1989,
every county assessof apnd senior appraiser, including the department’s
regional representatives, must obtain senior accreditation from the state
board of assessors. By June 30, 1990, or within one year of the first
appointment under section 273 .061, whichever is later, every county asses-
sor must obtain senior accreditation from the state board of assessors. The
board shall provide the necessary courses or training, If a department senior
appraiser or regional representative fails to obtain senior accreditation by
January 1, 1989, the failure shall be grounds for dismissal, disciplinary
action, or corrective action. Except as provided in section 273.061, sub-
division 2, paragraph (c), after December 30, 1988, the commissioner
must not approve the appointment of a county assessor who is not senior
accredited by the state board of assessors. No employee hired by the com-
missioner as 4 senior appraiser or regional representative after June 30,
1987, shall attain permanent status unti] the employee obtains senior
~ accreditation. S : :

Sec. 3. Minnesota Statutes 1986, section 273.05, subdivision 1, is amended
to read: ) : .

Subdivision 1. {APPOINTMENT OF TOWN AND CITY ASSESSORS.]
Notwithstanding any other provision of law. all town assessors shall be
appointed by the town board, and notwithstanding any charter provisions
to the contrary, all city assessors shall be appointed by the city council or
other appointing authority as provided by law or charter. Such assessors
shall be residents of the state but need not be a resident of the town or city
for which they are appointed. They shall be selected and appointed because
of their knowledge and training in the field of property taxation. All town
and statutory city assessors shall be appointed for indefinite terms. The
term of the town or cily assessors may be rerminated at any time by the
town board or city council on charges by the commissioner of revenue of
inefficiency or neglect of duty. Vacancies in the office of town or city -
assessor shall be filled within 90 days by appointment of the respective
appointing authority indicated above. If the vacancy is not filled within 90
days, the office shall be terminated: When a.vacancy in the office of town
or city assessor is not filled by appointment, and it is imperative that the
office of assessor be filled, the county.auditor shall appoint some resident
of the county as assessor for such town or city. The county auditor may
appoint the county assessor as assessor for such town or city, in which case
the town or city shall pay to the county treasurer the amount determined
by the county auditor to be due for the services performed and expenses
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incurred by the county assessor in acting as assessor for such town or c1ty
The term of any town or statutory city assessor in a county electing in
accordance with section 273.052 shall be terminated as provided in section
273.055.

The commissioner of revenue may recommend 1o the state board of
assessors the nonrenewal, suspension, or revocation of an assessor’s license
as provided in sections 270.41 to 270 .53. :

Sec. 4. Minnesota Statutes 1987 Supplcment section 273.061, subdi-
vision 1, is amended to read:

Subdivision 1. [OFFICE CREATED; APPOINTMENT, QUALIFICA-
TIONS.] Every county in this state shall have a county assessor. The county
assessor shall be appointed by the board of county commissicners and shall
be a resident of this state. The assessor shall be selected and appointed
because of knowledge and training in the field of property taxation and
appointment shall be approved by the commissioner of revenue before the
same shall become effective. Upon receipt by the county commissioners
of the commissioner of revenue’s refusal to approve an appointment, the
term of the appointee shall terminate at the end of that day. Notwithstanding
any law to the contrary, a county assessor must have senior accreditation
from the state board of assessors by January 15 1080 June 30, 1990, or
within one year of the assessor’s first appointment under this section,
whichever is later.

Sec. 5. Minnesota Statutes 1986, section 273 061, -subdivision 2, is
amended to read:

Subd. 2. [TERM VACANCY.] (a) The terms of county assessors appointed
under this section shall be four years. A new term shall begin on January
1 of every fourth year after 1973. When any vacancy in the office occurs,
the board of county commissioners, within 30 days thereafter, shall fill the
same by appointment for the remainder of the term, following the procedure
prescribed in subdivision 1. The term of the county assessor may be ter-
minated by the board of county commissioners at any time, on charges of
inefficiency or neglect of duty by the commissioner of revenue, If the board
of county commissioners does not intend to reappoint a county assessor
who has been certified by the state board of assessors, the board shall
present written notice to the county assessor not later than 90 days prior
to the termination of the assessor’s term, that it does not intend to reappoint
the assessor. If written notice is not timely made, the county assessor will
automatically. be reappointed by the board of ¢ounty commissioners.

The commissioner of revenue may recommend to the state board of
assessors the nonrenewal, suspension, or revocation of an assessorslzcense
as provided in sections 270.41 10 270.53.

(b) In the event of a vacancy in the office of county assessor, through
death, resignation or other reasons, the deputy (or chief deputy, if more
than one} shall perform the functlons of the office. If there is no deputy,
the county auditor shall designate a person to perform the duties of the
office until an appointment is made as provided in clause (a). Such person
shall perform the duties of the office for a period not exceeding 30 days
during which the county board must appoint a county assessor. Such 30--
day period may, however, be extended by written approval of the commis-
sioner of revenue,

(c) In the case of the first appoimmem under paragraph (a) of a county
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assessor who does not have senior accreditation, an approval of the
appointment by the commissioner shall be for a term of one year. A county
assessor appointed to a one-year term under this paragraph must reapply
to the commissioner at the end of the one-year term. The commissioner
shall not approve the appointment for the remainder of the four-year term
unless the assessor has obtained senior accreditation,

Sec. 6. Minnesota Statutes 1987 Supplement, section 274.01, subdivi-
sion 1, is amended to read; . :

Subdivision 1. [ORDINARY BOARD; MEETINGS, DEADLINES,
GRIEVANCES.] {(a) The town board of a town, or the council or other
governing body of a city, is the board of review except in cities whose
charters provide for a board of equalization. The county assessor shall fix
a day and time when the board or the board of equalization shall meet in
the assessment districts of the county. On or before February 15 of each
year the assessor shall give written notice of the time to the city or town
clerk. Notwithstanding the provisions of any charter to the contrary, the
meetings must be held between April 1 and May 31 each year. The clérk
shall give published and posted notice of the meeting at least ten days before
the date of the meeting. The board shall meet at the office of the clerk to
review the assessment and classification of property in the town or city.
No changes in valuation may be made by the county assessor afier the
board of review or the county board of equalization has adjourned.

(b) The board shall determine whether the taxable property in the town
or city has been properly placed on the list and properly valued by the
assessor. If real or personal property has been omitted, the board shall
place it 'on the list with its market value, and correct the assessment so
that each tract or lot of real property, and each article, parcel, or class of
personal property, is entered on the assessment [ist at its market value. No
assessment of the property of any person may be raised ualess the person
has been duly notified of the intent of the board to do so. On application
of any person feeling aggrieved, the board shall review the assessment or
classification, or both, and correct it as appears just. '

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

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

{e) If a person Tfails to appear in person, by counsel, or by written
communication before the board after being duly notified of the board’s
intent to raise the assessment of the property, or if a person feeling aggrieved
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by an assessment or classification fails to apply for a review of the assess-
ment or classification, the person may not appear before the county board
of equalization for a review of the assessment or classification. This para-
graph does not apply if an assessment was made after the board meeting,
as provided in section 273.01, or if the person can establish not having
received notice of market value at least five days before the local board of
review meeting.

(f) The board of review or the board of equalization must complete its
work and adjourn within 20 days from the time of convening stated in the
notice of the clerk, unless a longer period is approved by the commissioner
of revenue. No action taken after that date is valid. All complaints about
an assessment or classification made after the meeting of the board must,
be heard and determined by the county board of equalization. A nonresident
may, at any lime, before the meeting of the board of review file written
objections to an assessment or classification with the county assessor. The
objections must be presented to the board of review at its meeting by the
county assessor for its consideration.

~ ARTICLE 9
PARK TRAILERS

Section 1. Minnesota Statutes 1986, section 168,011, subdiviéion 4, is
amended to read:

Subd. 4. [MOTOR VEHICLE.] “Motor vehicle” means any self-pro-
pelled vehicle not operated exclusively upon railroad tracks and any vehicle
propelled or drawn by a self-propelled vehicle and includes vehicles known
as trackless trolleys which are propelled by electric power obtained from
overhead trolley wires but not operated upon rails, except snowmobiles
and, manufactured homes, and park trailers. After July 31, 1985, motor
vehicle does not include a three-wheel off-road vehicle as defined in section
84.92, subdivision 8; except that if the three-wheel off-road vehicle was
licensed as a motor vehicle before August 1, 1985, the owner may continue
to license it as a motor vehicle until it is conveyed or otherwise transferred
to another owner, is destroyed, or fails to comply with the registration and
licensing requirements of this chapter. ' ' :

Sec. 2. Minngsota'rStatutes 1986, section 168.011, subdivision 8, is
amended to read: .

Subd. 8. [MANUFACTURED HOME ANB; HOUSE TRAILER; PARK
TRAILER.] (a) “Manufactured home” raeans any tratler or semitratler which
is designed; eonstructed; and equipped for use as @ human dwelling places
Yving abodes of Living quarters except house tratless has the meaning given
in section 327.31, subdivision 6. - : )

(b) “House trailer” means any trailer or semitrailer which is not more
than eight feet in width and not more than 35 45 feet in length and which
is designed, constructed, and equipped for use as a human dwelling place,
living abode, or living quarters.

(c) “Park trailer” means a trailer or manufactured home that:

(1) exceeds eight feet in width but is no larger than 400 square feet when
the collapsible components are fully extended, or at maximum horizontal
width;

(2) is built on a single chassis, self-propelled or permanently towable
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and requires a speczal perniit under section 169.86 in order to move the
trailer; and

{3) is used as a temporary living abode or living q'uarters.

Sec. 3. Minnesota Statutes 1986, section 168.012, subdivision 9, is
amended to read: '

Subd. 9. Manufactured homes shall not be taxed as motor vehicles using
the public streets and highways and shall be exempt from the motor vehicle
" tax provisions of this chapter. Except as provided in section 274,19, man-
vfactured homes shall be taxed as personal property. The provisions of
Minnesota Statutes 1957, section 272.02 or any other act providing for tax
exemption shall be inapplicable to manufactured homes, except such man-
ufactured homes as are held by a licensed dealer and exempted as inventory.
House trailers not used on the highway conspicuously displaying current
registration plates during any calendar year shall be taxed as manufactured

- homes if occupied as human dwelling places. A park trailer that does not

conspicuously display a current registration receipt as provided in section
7 shall be taxed as personal property.

Sec. 4. Minnesota Statutes 1986, section 168.013, subdivision i, is
amended to read:

Subdivision 1. [IMPOSITION.] Motor vehicles, cxccpt as set forth in
section 168.012, using the public streets or hlghways in the state,-and park
trailers, shall be taxed in lieu of all other taxes thereon, except wheelage
taxes, so-called, which may be imposed by any city as provided by law,

" and except gross earnings taxes paid by companies subject or made subject

thereto, and shall be privileged to use the public streets and highways, on
. the basis and at the rate for each calendar year as hereinafter provided.

Sec. 5. Minnesota Statutes 1986 section 168 013, is amended by addmg
a subdivision to read:

Subd. 1j. [PARK TRAILERS.] Park trailers shall be taxed annually on
the basis of total gross weight at 30 percent of the Minnesota base rate
prescribed in subdivision le, but in no event less than $5.

Sec. 6. Minnesota Statutes 1986, section 168.053, subdivision 2, is
amended to read:

Subd. 2. Notwithstanding any provisions of subdivision 1 inconsistent
herewith the provisions of sections 168.053 to 168.057 shall also apply to
the delivery of new house trailers, park rrailers, manufactured homes,
sectional buildings,; and semitrailers by towing methods whether or not the
power unit is a part of the combination being delivered.

- Sec. 7. [168.093] [REGISTRATION OF PARK TRAILERS.]

The motor vehicle registrar shall issue registration receipts for park
trailers upon payment of annual registration taxes but shall not issue
license plares or other insignia. The receipts must be in a form prescribed
by the commissioner and must provide the name and address of the owner,
the dimensions of the park trailer, and other information required by the
registrar.

Sec. 8. Minnesota Statutes 1986, section 168.27, subdivision 1, i$ amended
to read:

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

(1) *Leasing motor vehicles” means furnishing a motor vehicle for a fee
under a bailor-bailee relationship where no incidences of ownership are
intended to be transferred other than the right to use the vehicle for a stated
period of time.

(2) “Brokering motor vehicles” means arranging sales between willing
buyers and sellers of motor vehicles and receiving a fee for said service.

(3) “Wholesaling motor vehicles” means selling new or used motor
- vehicles to dealers for resale to the public.

(4) “Auctioning motor vehicles” means arranging for and handling the
sale of motor veh:cles not the property of the auctioneer, to the highest
bidder.

(5) “Dealer” includes new motor vehicle dealers, used motor vehicle
dealers, brokers, wholesalers, auctioneers and lessors of new or used motor
vehicles.

(6) “Commercial building” means a building adapted to commercial use
and located in an area zoned for commercial or other less restrictive non-
residential use by the governmental unit in which it is located.

(7y “Horse trailer” is a trailer designed and used to carry horses and -
other livestock, which has not more than three axles and a maximum gross
weight capacity of not more than 24,000 pounds.

(8} “Motor vehicle” has the meaning given it in section 168.011, sub-
division 4, and also includes a park trailer as defined in section 168.011,
subdivision 8.

Sec. 9. Minnesota Statutes 1986, section 297B.01, subdivision 5, is
amended to read:

Subd. 5. “Motar vehicle” means any self-propelled vehicle not operated
exclusively upon railroad tracks and any vehicie propelled or drawn by a
self-propelled vehicle and includes vehicles known as trackless trolleys
which are propelled by electric power obtained from overhead trolley wires
but not operated upon rails, except snowmobiles, for which registration is
required by chapter 168, but not including house trailers or manufactured
homes. For purposes of taxation only under this section, “motor vehicle”
includes park trailers defined in section 168.01 1, subdivision 8, paragraph

fc).
ARTICLE 10
PULL-TAB TAX

Section 1. Minnesota Statutes 1986, section 349,12, subdivision 18, is
amended to read:

Subd. 18. [DEAL.] “Deal” means each separate package, or series of
packages, consisting of one game of pull-tabs or tipboards with the same
serial number purchased fom a distributer.

Sec. 2. Minnesota Statutes 1986, section 349.12, is amended by adding
a subdivision to read:

Subd. 19. [IDEAL GROSS.} “Ideal gross” means the total amount of
receipts that would be received if every individual ticker in the pull-tab or
tipboard deal were sold at its face value.
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Sec. 3. Minnesota Statutes 1986, sectlon 349.12, is amended by adding
a subdivision to read:

Subd. 20. [IDEAL NET] “ldeal net” means the pull-tab or tipboard
deal’s ideal gross, as defined under subdivision 19, less the total prede-
termined prize amounts available to be paid out. When the prize is not a
monetary one, the ideal net is 50 percent of the ideal gross.

Sec. 4. Minnesota Statutes 1987 Supplement, section 349.212, subdi-
vision 1, is amended to read:

Subdivision 1, [RATE.] There is hereby imposed a tax on all lawful
gambling, other than (/) pull-tabs purchased and placed into inventory after
Janvary 1, 1987, and (2} tipboards purchased and placed into inventory
after June 30, 1 988 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 all local taxes and
license fees except a fee authorized under section 349,16, subdivision 4.

On all lawful gambling, other than (1) pull-tabs purchased and placed
into inventory after January 1, 1987, and (2) tipboards purchased and
placed into inventory after June 30, 1988, the tax is ten percent of the
gross receipts of a licensed organization from lawful gambling less prizes
actoally paid out, payable by the organization.

Sec. 5. Minnesota Statutes 1987 Supplement, section 349.212, subdi-
vision 4, is amended to read:

Subd. 4. [PULL-TAB AND TIPBOARD TAX.] (a) There is imposed a
tax on the sale of each deal of pull-tabs and tipboards 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
ﬁeemﬂe%eeﬁ&ﬁ&hepuﬂ—eﬂbsmeﬂehdea}mme% which
mey be paid out on all the pull-tabs in that adeal net of the pull tab and
tipboard deal. The tax is payable to the commissioner of revenue in the
manner prescribed in section 349.2121 and the rules of the commissioner.
_ The commissioner shall pay the proceeds of the tax to the state treasurer
for deposit in the general fund. The sales tax imposed by chapter 297A on
the sale of the pull-tabs and ripboards 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 or ripboards by the organization
is exempt from taxes imposed by chapter 297A 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 349.16, subdivision 4.

(b) The liability for the tax imposed by this section is incurred when the
pull-tabs and tipboards are delivered by the distributor tw the licensed or
exempt organization, to a common or contract carrier for delivery to the
organization, or when received by the organization’s authorized represen- -
tative at the distributor’s place of business, regardless of the distributor’s
method of accounting or the terms of the sale.

H & heensed organization or any organization heolding an exemption
facturer is not a licensed distributor; the distributer from whem the pall-
tabs were purchased 5 liable for tax when the manufacturer dehivers the
pull-tabs to the organization of o & contract of common carrier for delivery
&etheerg&m—z&ueﬂ—efwheﬂfhepuﬂ-&abs&refeeewedby&heerg&m%aﬂen—s
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autherized representative at the manufactorer’s place of business; regard-

less of the manufscturer’s of the distributor™s method of accounting of the
terms of the sale-

A{c¢) The exempti'ons contained in section 349.214, subdivision 2, para-'
graph (b), do not apply to the tax imposed in this subdivision.

Sec. 6. Minnesota Statutes 1986, section 349.2121, subdivision 1,
amended to read:

Subdivision 1. [APPLICATION AND ISSUANCE.]} Every distributor
licensed by the board who sells pull-tabs and tipboards to organizations
authorized to sell pull-tabs and tipboards 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
1t is issued.

Sec. 7. Minnesota Statutes 1986, section 349. 2121 subdivision 2, is
~amended to read:

Subd. 2. [RECORDS]I:heeemmsmﬂefmayb-ymlefequﬁeaMensed
dqstﬂbufefhe}dmgapemﬁuﬂdef%ssee&eﬂtekeepw&hbeeks»papess-
documentss and records as the commissioner deems necessary te the
enforcement of this chapter- The commissioner may examine; of cause to
be examined; any books; papers; records; er other documents relevant to
making o determination; whether they are in the possession of a distributer

pefseassefequﬁedfeﬂﬁe%temkeeeﬁmenyeﬂm&&eﬁmﬁeﬂﬂmﬂ
determination; and to administer oaths or affirmations- A distributor shall
keep at each licensed place of business complete and accurate records for
that place of business, including itemized invoices of pull-tabs and tip-
boards held, purchased, manufactured, or brought in or caused to be
brought in from without this state, and of all sales of pull-tabs and tip-
boards. The records must show the names and addresses of purchasers,
the inventory at the close of each period for which a return is required of
all pull-tab and tipboard deals on hand, and other pertinent papers and
documents relating to the purchase, sale, or disposition of pull-tab and
tipboard deals. Books, records, and other papers and documents required
by this section must be kept for a period of at least three and one-half
vears after the date of the documents, or the date of the entries appearing
in the records, unless the commissioner authorizes in writing their destruc-
tion or disposal at an earlier date. At any time during usual business hours,
the commissioner, executive secretary .of the charitable gambling control
board, or any of their duly authorized agents or employees, may enter a
place of business of a distributor, charitable organization, or any site from
which pull-tabs or tipboards are being sold, without a search warrany,
and inspect the premises and the records required to be kept under this
section to determine whether there is full compliance with the provisions
of this section. If the commissioner, executive secretary, or their duly
authorized agents or employees are denied free access to or are hindered
or interfered with in making an inspection of the distributor’s place of
business, the permit of the distributor may be revoked by the commissioner,
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and the license of the distributor may be revoked by the charitable gamblmg '
control board.

Sec. 8. Minnesota Statutes 1986 section 349, 2121 is amended by add-
 ing a subdivision to read:

Subd. 2a. A distributor who sells pull-tabs and tipboards to persons
other than the ultimate consumer shall give with each sale an itemizéd
-invoice showing the distributor’s name and address, the purchaser’s name
and address, the date of the sale, description of the deals including the
ideal net amounts, and all prices and discounts, and shall keep legible
copies of all the itemized invoices for three and one-half years from the
date of sale. '

Sec. 9. Minnesota Statutes 1987 Supplement section 349. 2121, sub-
d1v1310n 4a, is amended to read:

Subd. 4a. {(REFUND.] If any deal of pull- -tabs or trpboards regzstcred
* with the board and upon which the tax imposed by section 349.212, sub-
division 4, has been paid is returned unplayed to the distributor, the com-
missioner ‘of revenue shall allow a refund of the tax paid. :

In the case of a defective deal registered with the board and upon which
the taxes have been paid is returned to the manufacturer, the distributor
shall submit to the commissioner of revenue certification from the man-
ufacturer that the deal was returned and in what respect it was defective.
The certification must be in a form prescribed by the commissioner and-

- must contain additional information the commissioner requires.

The commissioner may require that no refund under this subdivision be
made unless the returned pull-tabs or tipboards have been set aside for
inspection by the commissioner’s employee,

Reductions in previously paid taxes authorized by this subdivision shall
be made at the time and in the manner prescribed by the commissioner.

Sec. 10. Minnesota Statutes 1986 section 349.2121, subdivision 5, 1s
amended to read:

Subd. 5. [I-NFQR—MA—”H-QN GQNFLDEN—T—I—AL PUBLIC INFORMA-
TION]Neﬂhertheeemmwsmerneranyethefpubheefﬁem}etemﬁeyee
may divulge or otherwise make knowsn in eny manner any particulars
diselosed in any report of return required by this section; or any information
cencerning the affairs of the distributor making the return aequired from
its reeords; officers; of employees while examining or euditing under the
autherity of this chapter: exeept in connection with a proceeding involving
taxes due under this chapter- Nothing herein prehibits the commissioner
from publishing statisties se elassified as not to disclose the identity of
paﬂ;eu%affetamseffepeﬁs&ndtheﬂeentents—ﬁnyperseﬂwelatmgthe
mﬁm&f%ﬁm&eﬁm&ﬁg&ﬁ&&f&gﬁﬁsm

Nemthseaﬂdmgthepfeﬂﬁensefthﬁsee&en-theeemﬁnﬂenefm&y
furnich information on & reciproeal basis to the taxing efficials of another

state of the board in order to implement the purpeses of this chapter-

heréeﬂefaerhtatep;eeessmgeﬁetam&ndpaymemseﬂa*eﬁequﬁeé
by this chapier; the commissioner may eontract with outside vendors and
moy diselose private and noapublie data te the vendor- The date disclosed
mustbeﬂdﬂﬂﬂteﬁdbytheveade;e@ﬂs&ten{m&hthﬁseeaeﬂ—AHrecords
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concerning the administration of the pull-tab and tipboard taxes are clas-
sified as public information.

Sec. 1I. Minnesota Statutes 1987 Supplement, section 349.2121, sub-
division 10, is amended to read: ' T

Subd. 10. [UNTAXED PULL-TABS OR TIPBOARDS.] It is a gross
misdemeanor for any person to possess pull-tabs or tipboards for resale in
this state that have.not been registered with the board, for which a regis-
tration stamp has not been affixed to the flare, and upon which the taxes .
imposed by section 349.212, subdivision 4, or chapter 297A have not been
paid. The executive secretary of the charitable gambling control board or
. the commissioner of revenue or their designated inspectors and employees
may seize in the name of the state of Minnesota any unregistered or untaxed
pull-tabs or tipboards. :

Sec. 12. Minnesota Statutes 1987 Supplement, section 349.2122, is
amended to read:

349.2122 [MANUFACTURERS; REPORTS TO THE COMMIS-
SIONER; PENALTY(] ,

A manufacturer registered with the board who sells pull-tabs and tip-
boards to a distributor licensed by the board must file with the commis-
sioner of revenue, on a form prescribed by the commissioner, a report of
pull-tabs and tipboards sold to licensed distributors. The report must be
filed monthly on or before the 25th day of the month succeeding the month
in which the sale was made. Any person violating this section shall be
guilty of a misdemeanor. ‘

Sec. 13. Minnesota Statutes 1987 Supplement, section 349.2]I23, is
amended to read: ‘

349.2123 [CERTIFIED PHYSICAL INVENTORY.]

The commissioner of revenue may, upon request, require a publ-tab licensed
distributor to furnish a certified physical inventory of the pull-tabs and
tipboards in stock. The inventory must contain the information required
by the commissioner.

Sec. 14. [349.2125] [CONTRABAND.]

Subdivision 1. [CONTRABAND DEFINED.] The following aré declared
to be contraband: .

(1) all pull-tab' or tipboard deals that do not have stamps affixed to them
as provided in section 349.162; '

(2) all pull-tab or tipboard deals in the possession of any unlicensed
organization whether stamped or unstamped,;

(3) any container used for the storage and display of any contraband
putl-tab or tipboard deals as defined in clauses (1) and (2) of this subdivision; ‘

(4) any cash drawer, cash register; or any other container used for illegal
pull-tab or tipboard transactions including its contents; and

(5) any device including, but not limited to, motor vehicles, trailers,
snowmobiles, airplanes, and boats used, with the knowledge of the owner
or of a person operating with the consent of the owner, for the storage or
transportation of more than five pull-tab or tipboard deals that are con-
traband under this subdivision. When pull-tabs and tipboards are being
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transported in the course of interstate commerce, or from one distributor
to another, the pull-tab and tipboard deals are not contraband, notwith-
standing the provisions of clause (1). -

Subd. 2. [SEIZURE.] Pull-tabs or tipboards or other property made
contraband by subdivision 1 may be seized by the commissioner of revenue
or the executive secretary of the charitable gambling control board or
their authorized agents or by any sheriff or other police officer, hereinafter
referred to as the seizing authority, with or without process, and shall be
subject to forfeiture as provided in subdivisions 3 and 4.

Subd. 3. ([INVENTORY; JUDICIAL DETERMINATION; APPEAL;
DISPOSITION OF SEIZED PROPERTY.] Within two days after the seizure’
of any alleged contraband, the person making the seizure shall deliver an
inventory of the property seized io the person from whom the property was
seized, if known, and file a copy with the commissioner or the executive
secretary of the charitable gambling control board. Within ten days after
the date of service of the inventory, the person from whom the property -
was seized or any person claiming an interest in the property may file with
the seizing authority a demand for judicial determination of whether the
property was lawfully subject to seizure and forfeiture. Within 30 days
after the date of filing of the demand, the seizing authority shall bring an
action in the district court of the county where seizure was made to deter-
mine the issue of forfeiture. The action shall be brought in the name of the
state and shall be prosecuted by the county attorney or by the attorney
general. The court shall hear the action without a jury and determine the
issues of fact and laws involved. When a judgment of forfeiture is entered,
the seizing authority may, unless the judgment is stayed pending an appeal,
either (1) cause the forfeited property to be destroyed; or (2) cause it to
be sold at a public auction as provided by law. '

If demand for judicial determination is made and no action is commenced
as provided in this subdivision, the property shall be released by the seizing
authority and delivered to the person entitled to it. If no demand is made,
the property seized shall be considered forfeired 1o the state by operation
of law and may be disposed of by the seizing authority as provided where
there has been a judgment of forfeiture. When the seizing authority is
satisfied that a person from whom property is seized was acting in good
faith and without intent to evade the tax imposed by section 349.2121,
subdivision 4, the seizing authority shall release the property seized with-
out further legal proceedings.

Subd. 4. [DISPOSAL.] The property described in subdivision 1, clauses
4 and 5, shall be confiscated after conviction of the person from whom it
was seized, upon compliance with the following procedure: the seizing
authority shall file with the court a separate complaint against the prop-
erty, describing it and charging its use in the specific violation, and spec-
ifving substantially the time and place of the unlawful use. A copy of the
complaint must be served upon the defendant or person in charge of the
property at the time of seizure, if any. If the person arrested is acquitted,
the court shall dismiss the complaint against the property and order it
returned to the persons legally entitled to it. Upon conviction of the person
arrested, the court shall issue an order directed to any person known or
believed to have any right, title or interest in, or lien upon, any of the
property, and to persons unknown claiming any right, title, interest, or
lien in it, describing the property and (1) stating that it was seized and
that a complaint against it, charging the specified violation, has been filed
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with the court, (2) requiring the persons to file with the court administrator
their answer to the complaint, setting forth any claim they may have to
any right or title to, interest in, or lien upon the property, within 30 days
after the service of the order and (3) notifying them in substance that if
they fail to file their answer within the time, the property will be ordered
sold by the seizing authority. The court shall cause the order 1o be served
upon any person known or believed to have any right, title, interest, or
lien as in the case of a summons in a civil action, and upon unknown
persons by publication, as provided for service of summons in a civil action.
If no answer is filed within the timeé prescribed, the court shall, upon
affidavit by the court administrator, setting forth the fact, order the prop-
erty sold by the seizing authority. The proceeds of the sale, after deducting
the expense of keeping the property and fees and costs of sale, must be
paid into the state treasury and credited 1o the general fund. If an answer
Is filed within the time provided, the court shall fix a time for a hearing,
which shall be not less than ten nor more than 30 days after the time for
filing an answer expires. At the time fixed for hearing, unless continued
Jor cause, the matter shall be heard and determined by the court, without
a jury, as in other civil actions.

If the court finds that the property, or any part of it, was. used in the
violation specified in the complaint, it shall order the property unlawfully
used to be sold as provided by law, unless the owner shows 10 the satis-
faction of the court that the owner had no notice or knowledge or reason
to believe that the property was used or intended to be used in the violation.
The officer making a sale, after deducting the expense of keeping the
property, the fee for seizure, and the costs of the sale, shall pay all liens
according to their priority, which are established at the hearing as being
bona fide and as existing without the lienor having any notice or knowledge
that the property was being used or was intended to be used for or in
connection with the violation specified in the order of the court, and shall
pay the balance of the proceeds into the state treasury to be credited to
the general fund. A sale under this section shall free the property sold
from any and all liens on it. Appeal from the order of the district court
will lie as in other civil cases. At any time after seizure of the articles
specified in this subdivision, and before the hearing provided for, the prop-
erty shall be returned to the owner or person having a legal right to its
possession, upon execution of a good and valid bond to the state, with
corporate surety, in the sum of not less than $100 and not more than double
the value of the property seized, to be approved by the court in which the
case is triable, or a judge of it, conditioned to abide any order and the
Jjudgment of the court, and to pay the full value of the property at the time
of the seizure. The seizing authority may dismiss the proceedings outlined
in this subdivision when the seizing authority considers it 1o be in the best
interests of the state to do so.

Sec. 15. [349.2126] [PROHIBITIONS.]

Subdivision 1. [COUNTERFEITING.] No person shall with intent fo
defraud the state, make, alter, forge, or counterfeit any license or stamp
provided for in this chapter, or have in possession any forged, spurious,
or altered stamps, with the intent, or with the result of, depriving the state
of the tax imposed by this chapter.

Subd. 2. [PROHIBITION AGAINST POSSESSION.] Ne person, other
than a licensed distributor, shall sell, offer for sale, or have in possession
with intent to sell or offer for sale, a pull-tab or tipboard deal not stamped
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in accordance with the provisions of this chapter.

Subd. 3. [FALSIFICATION OF RECORDS.] No person required by sec-
tion 349.2121, subdivision 2, to keep records or to make returns shall
falsify or fail to keep the records or falsify or fail to make the returns.

Subd. 4. [TRANSPORTING UNSTAMPED DEALS.] No person shall
transport into, or receive, carry, or move from place to place in this state,
any deals of pull-tabs or tipboards not stamped in accordance with this
chapter except in the course of interstate commerce, unless the deals are
moving from one distributor to another.

Sec. 16. Minnesota Statutes 1986, section 349.22, subdwnswn 1,
amended to read:

Subdivision 1. [GROSS MISDEMEANOR.] Any other violation of see
tons 34911 to 349214 is A person who in any manner tries to evade the
tax imposed by this chapter, or who aids and abets in evasion of the tax,
or hinders or interferes with a seizing authority when a seizure is made
as provided by section 349.2125, is guilty of a gross misdemeanor.

" Sec. 17. Minnesota Statutes 1986 section 349. 22, is amended by adding
a subdivision to read:

Subd. 3. [FELONY] {a) A person vwlatmg section 349.2126, subdi-
vision 1 or 3, is guilty of a felony.

(b} A person violating section 349.2126, subdivisions 2 and 4, by pos-
sessing, receiving, or.transporting more than ten pull-tab or tipboard deals
not stamped in accordance with this chapter is guilty of a felony.

Sec. 18. Minnesota Statutes 1986, section 349.22, is amended by addmg
a subdivision to read:

Subd. 4. [SALES AFTER REVOCATION.] A person selling pull-tabs
" or tipboards after the person’s hcense or permzt has been revoked is guilty
of a felony.
Sec. 19. [EFFECTIVE DATE.]

Sections 1 to 4 and 610 18 are effective July 1, 1988, Section 5 is
effective for deals of tipboards purchased and placed into mvenrory after
June 30, 1988.

ARTICLE 11
SALES TAX

Section 1. Minnesota Statutes 1987 Supplement, section 297A.01, sub-
division 3, is amended to read:

Subd. 3. A “sale” and a “purchase” includes, but is not limited to, each
of the following transactions:

(a) Any transfer of title or possession, or both, of tangible personal
property, whether absolutely or conditionally, and the leasing of or the
granting of a license to use or consume tangible personal property other
than manufactured homes used for residential purposes for a continuous
period of 30 days or more, for a consideration in money or’ by exchange
or barter;

(b) The productlon fabncatlon prmtmg or processing of tanglble per-
sonal property for a consideration for consumers who furnish etther directly
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or indirectly the materials used in the production, fabncatlon prmtmg or
processing;

(c) The furnishing, preparing or serving for a consnderatlon of food,
meals or drinks, not including meals or drinks served to patients or persons
residing at hospitals, sanatoriums, nursing homes or senior citizens homes,
meals or drinks purchased for and served exclusively to individuals who
are 60 years of age or over and their spouses or to the handicapped and
their spouses by governmental agencies, nonprofit organizations, agencies,
or churches or pursuant to any program funded in whole or part through
42 USCA sections 300t through 3045, wherever delivered, prepared or
served, meals and lunches served at public and private schools, universities
or colleges. “Sales” also includes meals furnished by employers to employ-
ees at less than fair market value, excepr meals furnished at no charge to
employees of hospitals, sanitariums, or group homes who are required to
eat with the patients or residents residing in them. Notwithstanding section
297A.25, subdivision 2, taxable food or meals include, but are not limited
- to, the following:

(i) heated food or drinks;
(ii) sandwiches prepared by the retailer;

(iit) single sales of prepackaged ice cream or ice milk novelties prepared
by the retailer; :

(iv) hand-prepared or dispensed ice cream or ice milk products including
cones, sundaes, and snow cones; :

(v) soft drinks and other beverages prepared or served by the retailer;
(vi) gum; '

(vii) ice;

(viii) all food sold in vcndmg machines;

(ix) party trays prepared by the retallers and

(x) all meals and single servings of packaged snack food, smgle cans or
bottles of pop, sold in restaurants and bars;

(d) The granting of the privilege of admission to places of amusement,
recreational areas, or athletic events and the privilege of having access to
and the use of amusement devices, tanning facilities, reducing salons, steam
baths, turkish baths, massage parlors, health clubs, and spas or athletic
facilities;

(e) The furnishing for a consideration of lodging and related services by
a hotel, rooming house, tourist court, motel or trailer camp and of the
granting of any similar license to use real property other than the renting
or leasing thereof for a continuous period of 30 days or more;

(f) The furnishing for a consideration of electricity, gas, water, or steam
for use or consumption within this state, or local exchange telephone ser-
vice, intrastate toll service, and interstate toll service, if that service orig-
inates from and is charged to a telephone located in this state; the tax
imposed on amounts paid for telephone services is the liability of and shall
be paid by the person paying for the services. Sales by municipal corpo-
rations in a proprietary capacity are included in the provisions of this clavse.
The furnishing of water and sewer services for residential use shall not be
considered a sale;
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(g) The furnishing for a consideyati_on'of cable television services, includ-
ing charges for basic monthly service, charges for monthly premium service,
and ‘charges for any other similar television services;

(h) Notwithstanding subdivision 4, and section 297A.25, subdivision 9,
the sales of horses including claiming sales and fees paid for breeding a
stallion to a mare. This clause applies to sales and fees with respect to a
horse to be used for racing whose birth has been recorded by the Jockey
Club or the United States Trotting Association ‘or the American Quarter
Horse Association;

(i) The furnishing for a consideration of parking services, whether on a
contractual, hourly, or other periodic basis, except for parking at a meter;

(j) The furnishing for a consideration of services listed in this paragraph:

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

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

(iii) building and residential cleaning, maintenance, and disinfecting and
exterminating services;

(iv) services provided by detective agencies, security services, burglar,
fire alarm, and armored car services;_

(v) pet grooming services; and

(vi) lawn care, fertilizing, mowing, spraying and sprigging services; gar-
den planting and maintenance; arborist services; tree, bush, and shrub
planting, pruning, bracing, spraymg, and surgery; and tree trimming for
" public utility lines.

The services listed in this paragraph are taxable under section 297A.02 if
the service is performed wholly within Minnesota or if the service is per-
formed partly within and partly without Minnesota and the greater pro-
portion of the service is performed in Minnesota, based on the cost of
performance. In applying the provisions of this chapter, the terms “tangible
personal property” and “sales at retail” include taxable services and the
provision of taxable services, unless specifically provided otherwise. Ser-
vices performed by an employee for an employer are not taxable under this
paragraph. Services performed by a eerperation; partnerships or association
for another eerperations partnerships or association are not taxable under
this paragraph if one of the entities owns or controls more than 80 percent
of the voting power of the equity interest in the other entity. Services
performed between members of an aff:hated group of corporations are
not taxable. For purposes of this section, “affiliated group of corporations”
includes those entities that would be classified as a member of an affiliated
group under United States Code, title 26, section 1504, and who are eligible
to file a consolidated tax return for federal income tax purposes,

(k) A “sale” and a “purchase” includes the transfer of computer software,
meaning information and directions that dictate the function performed by
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data processing equipmeént. A “sale” and a “purchase” does not include
the design, development, writing, translation, fabrication, lease, or transfer
for a consideration of title or possession of a custom computer program;
and

(I) The granting of membership in a club, association, or other organi-
zation if:

(1) the club, association, or other organization rnakes available for the
use of its members sports and athletic facilities (without regard to whethcr
a separate charge is assessed for use of the facilities); and

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

" Granting of membership includes both one-time initiation fees and periodic
membership dues. Sports and athletic facilities include golf courses, tennis,
racquetball, handball and squash courts, basketball and volleyball facilities,

- running tracks, exercise equipment, swimming pools, and other similar

athletic or sports facilities. The provisions of this paragraph do not apply

to camps or other recreation facilities owned and operated by an exempt

organization under section 501(c)(3) of the Internal Revenue Code of 1986,

as amended through December 31, 1986, for educational and social activ-

ities for young people primarily age 18 and under. The provistons of this
paragraph de not apply to an association incorpotated under section 31544~

Sec. 2. Minnesota Statutes 1986, section 297A.15, subdivision 1, i
amended to read:

Subdivision 1. Liability for the payment of the use tax is not extinguished
until the tax has been paid to Minnesota. However, a receipt from a retailer
maintaining a place of business in Minnesote:; of from & retatler whe is
authorized by the commissioner under such rules as the commissioner may

s te& eoHeet the #6 given to the purchaser pursuvant to section
297A.16 relieves the purchaser of further liability for the tax to which the
receipt refers, unless the purchaser knows or has reason to know that the
retailer did not have a permit to collect the tax.

Sec. 3. Minnesota Statutes 1986 sectmn 297A.15, subdivision 5, is
amended to read:

Subd. 5. [REFUND; APPROPRIATION. | Notwithstanding the provisions
of sections 297A.02, subdivision 2, and 297A.257 the tax on sales of capital
equipment, and construction materials and supplies under section 297A.257,
shall be imposed and collected as if the rate under section 297A.02, sub-
division 1, applied. Upon application by the purchaser, on forms prescribed
by the commissioner, a refund equal to the reduction in the tax.due as a
. result of the application of the rates under section 297A.02, subdivision
2, or the exemption under section 297A.257 shall be paid to the purchaser.
In the case of building materials qualifying under section 297A.257 where
the tax was paid by a contractor, application must be made by the owner
for the sales tax paid by all the contractors, subcontractors, and builders
for the project. The application must include sufficient information to per-
mit the commissioner to verify the sales tax paid for the project. The
application shall include information necessary for the commissioner ini-
tially to verify that the purchases qualified as capital equipment under
section 297A.02, subdivision 2, or capital equipment or construction mate-
rials and supplies under section 297A.257. No more than two applications
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for refunds may be filed under this subdivision in a calendar year. Unless
otherwise specifically provided by this subdivision, the provisions of section
297A.34 apply to the refunds payable under this subdivision. There is

- annually appropriated to the commissioner of revenue the amount required
to make the refunds.

The amount to be refunded sha_ll _bear interest at the rate in section
270.76 from the date the refund claim is filed with the commissioner.

Sec. 4. Minnesota Statutes 1986 section 297A.16, is amended to read:
297A. 16 [COLLECTION OF TAX AT TIME OF SALE i

Anyeespemaeﬂ&u%hemedtedeb&smessm%ﬂﬂes%a&yretmleras
defined tr who is required iinder section 297A.215 or any other retailer as
fheeemmsmshaﬂa&theﬂiepﬂfsuammseeaeﬁ%é—oramho-
rized by the commissioner to collect the use tax upon making retail sales
of any items enumerated in this chapter not exempted under séctions 297A.01
to 297A.445 to which the use tax applies shall at the time of making such
sales collect the use tax from the purchaser and give to the purchaser a
receipt therefor in the form of a notation on the sales slip or receipt for the
sales price or in such other form as prescribed by the commissioner. Any
such eorporation or retailer shall not collect the tix from a purchaser who
furnishes to such eosperation of retailer a copy of a certificate issued by
the commissioner authorizing such purchaser to pay any sales or use tax
due on purchases made by such purchaser directly to the commissioner.
The tax collected by such cerperation of retailer pursuant to the provisions
of this section shall be remitted to the «commissioner as provided in other
sections of this chapter. '

Anyeeppemeﬂefanyfemﬂeffeq&ﬁed{eeeﬂeeuheusem*&ndfemﬁ
sueh tax to the commissioner purstant to this seetion shall file with the
commistioner an application for a permit pursuant to secton 297404
Every such corporation or retailer shall furnish the eommissioner with the
name and address of all its azents eperating tn Minnesota and the location
efeaehefﬂsddﬂﬂbuﬂeﬂersﬁesheusesefe-fﬁeesefﬂhefpheesef
business in this states

Sec. 5. Minnesota Statutes 1986, section 297A. 17, is amended to read:
297A.17 [TAX TO BE COLLECTED; STATUS AS DEBT.]

The use tax required to be collected by the retailer constitutes a debt
owed by the retailer to Minnesota and shall be a debt from the purchaser
to the retailer recoverable at law in the same manner as other debts. A

“retailer who does not maintain a place of busiviess within this state shall
not be indebted to Minnesota for amounts of use tax which it was required
to collect but did not collect unless the retailer knew or had been advised
by the commissioner of its obligation to collect the use tax.

Sec. 6. Minnesota Statutes 1986, section 297A.21, is amended to read:

297A.21 [REGISTRATION; INFORMATION RELATING TO BUSI-
NESS EOCATION TO COLLECT USE TAX.)

Subdivision 1. Evefyfetmlefm&kmgfe&aﬂs&}esﬁefstef&ge—useeferhef
consumption in Minnesota shall register with.the eommissioner and give
the name and address of all agents operating in Minnesota: the location of
al} distribution or sales houses; effices.or other places of business in Min-
ﬂesew—aﬂdsuehethefmfemaaeﬂastheeemﬂﬂmmﬂyfeqw&%en—
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in the epinion of the commissioner; H is necessary for the efficient admin-
istration of sections 297414 to 207A25 to regard any salesperson; rep-

resentative; traeker: peddler; of canvasser as the agent of the dealef—
MWWMWWWWMW
operates of from whom the person obtains the tangible personal property
seld—whe&hefmakmg&alespefsen&}lyefmbehﬂ#efsuehdemaﬁmb-

and may regard the dealer; distributor; superviser; employer; er other
person as a retater for the purposes of sections 209A-14 te 207A-25-

Subd- 2- [RETAILER MAINTAINING PLACE OF BUSINESS IN MIN-
NESOTA.] “Retailer maintaining a place of business in this state”, or any
like term, shall mean any retailer having or maintaining within this state,
directly or by a subsidiary, an office, distribution house, sales house, ware-
house, or other place of business, or any agent operating within this state
under the authority of the retailer or its subsidiary, whether such place of
business or agent is located in the state permanently or temporarily, or
whether or not such retailer or subsidiary is authorized to do business
within this state.

Subd. 2. [DEST[NATION.] The destindtion of a sale is the location 1o
which the retailer makes delivery of the property sold, or causes the prop-
erty to be delivered, to the purchaser of the property, or to the agent or
designee of the purchaser by any means of delivery, including the United
Stares Postal Service, a common carrier, or a contract carrier.

Subd. 3. [OUT-OF-STATE RETAILER MAINTAINING PLACE OF
BUSINESS IN MINNESOTA. ] A retailer making retail sales from outside
this state to a destination within this state and maintaining a place of
business in this state shall file an application for a permit pursuant to

section 297A.04 and shall collect and remit the use tax as provided in
secrion 297A.16.

Subd. 4. [REQUIRED REGISTRATION BY OUT-OF-STATE RETAILER
NOT MAINTAINING PLACE OF BUSINESS IN MINNESOTA.] (a) A
retailer making retail sales from outside this state to a destination within
this state and not maintaining a place of business in this state shall file
an application for a permit pursuant to section 297A.04 and shall collect
and remit the use tax as provided in section 297A.16 if the retailer engages
in the regular or systematic soliciting of sales from potential customers in
this state by:

(1) the distribution, by mail or otherwise, without regard to the state
from which such distribution originated or in which the materials were
prepared, of catalogs, periodicals, advertising flyers, or other written
solicitations of business to customers in this state;

(2) display of advertisements on billboards or other outdoor advertising
in this state;

(3) advertisements in newspapers published in this state;

{4) advertisements in trade journals or other periodicals the circulation
of which is primarily within rhis state;

{5) advertisements in a Minnesota edition of a national or regional
publication or a limited regional edition in which this state is included of
a broader regional or national publication which are not placed in other
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geographically defined editions of the same issue of the same publication;

(6) advertisements broadcast on a radio or television station located in -
Minnesota; or .

(7} any other solicitation by telegraphy, telephone computer data base,
cable, optic, microwave, or other communication system.

{b).The location within or without this state of vendors independent of
the retailer which provide products or services-to the retailer in connection
with its solicitation of customers within this state, including such products
and services as creation of copy, printing, distribution, and recording, is
not to be taken into account in the determination of whether the retailer
is required to collect use tax. Paragraph (a) shall be construed without
regard to the state from which distribution of the materials originated or
in which they were prepared :

(c) A retailer not maintaining a place of busmess in thzs state shall be
presumed, subject to rebuttal, to be engaged in regular solicitation within
this state if it engages in any of the activities in paragraph {(a) and makes
100 or more retail sales from outside this state to destinations within this
state during a period of 12 consecutive months. :

{d) A retailer not maintaining a place of business in this state shall not
be required to collect use tax imposed by any local governmental unit or
subdivision of this state and this section does not subject such a retailer
to any regularzon of any local unit of government or subdivision of this
siate.

Subd. 5. [VOLUNTARY REGISTRATION BY OUT-OF-STATE RETAILER
NOT MAINTAINING PLACE OF BUSINESS IN MINNESOTA.] A retailer
‘making retail sales from outside this state to'a destination within this state
who is not required to collect and remit use tax may nevertheless voluntarily
file an applzcanon for a permit pursuant to section 297A.04. If the appli-
cation is granted, the retailer shall colleéct and remit the use tax as provided
in section 297A.16 until the permit is canceled or revoked.

Subd. 6. [COMMISSIONER S DISCRETION.] (a) The commissioner
may decline to issue a permit to any retailer not maintaining a place of
business in this state, or may cancel a permit previously issued 10 the

. retailer, if the commissioner believes that the use tax can be collected more
effectively from the persons using the property in this state. A refusal to
issue or cancellation of a permit on such grounds does not affect the
retailer’s right to make retail sales from outside this state to destinations
wzthm this state.

" (b) When, in the opinion of the commissioner, it is necessary for the
efficient administration of sections 297A.14 10 297A.25 to regard a sales-
person, representative, trucker, peddler, or canvasser as the agent of the
dealer, distributor, supervisor, employer, or other person under whom that
person opérates or from whom the person obtains the tangible personal
property sold, whether making sales personally or in beha{f of that dealer,
distributor, supervisor, employer, or other person the commissioner may
regard the salesperson, representative, trucker, peddler. or canvasser as
such agent, and may regard the dealer, distributor, supervisor, employer,
or other person as a retailer for the purposes of sections 297A.14 to
297A.25.

Sec. 7. anesota Statutcs 1987 Supplement section 297A. 212 is amended
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to read:
297A.212 [RAILROAD ROLLING STOCK.]

Railroad rolling stock used by a railroad operating in this state that is
licensed as a common carrier by the Interstate Commerce Commission and -
used to transport persons or property in interstate or foreign commerce is
subject to taxation under this chapter only to the extent provided in this
section. The tax shall be computed by using the ratio of intrastate mileage

" to interstate of foreign mileage traveled by the cerrier durning the previeus

fiseal year of the eafrier revenue ton miles plus 25 percent of interstate
revenue ton miles of passengers, mail, express, and freight carried by the
railroad within this state to the total number of reveriue ton miles carried
by the railroad within and without this state. This ratio must be determined
- at the close of the carrier’s previous fiscal year. This ratio must be applied
each month to the purehase price total amount of purchases of tetal pa-
chases of rolling stock that are uscd i within and without this state by the
railroad to establish that portion of the total used and consumed in intrastate
“movement and subject to tax under this chapter. “Railroad rolling stock™
means all portable or moving apparatus and machinery of a railroad com-
pany and includes engines, cars, tenders, coaches, sleeping cars, and parts
necessary for the repair and maintenance of the rolling stock.

Sec. 8. Minnesota Statutes 1987 Supplement, section 297A.25, subdi-
~vision 3, is amended to read:

Subd. 3. [MEDICINES,; MEDICAL DEVICES. 1 The gross receipts from
the sale of prescribed drugs, prescribed medicine and insulin, intended for
use, internal or external, in the cure, mitigation, treatment or prevention
of illness or disease in human beings are exempt, together with prescription
glasses, therapeutic, and prosthetic devices. Nonprescription analgesics
consisting principally (determined by the weight of all ingredients) of
acetaminophen, acetylsahcyczd acid, zbuprofen or a combination thereof

“are exempt.

Sec. 9. Minnesota Statutes 1986, section 297A. 25, subdivision 3,
amended to read:

Subd. 5. [OUTSTATE TRANSPORT OR DELIVERY] The gross recelpts
from the following sales of tangible personal property are exempt:

(1) property which, without intermediate use, is shipped or transported
outside Minnesota by the purchaser and thereafter used in a trade of business
or is stored, processed, fabricated or manufactured into, .attached to or
incorporated into other tangible personal property transported or shipped
outside Minnesota and thereafter used in a trade or business outside Min-
nesota, and which is not thereafter returned to a point within Minnesota,
except in the course of interstate commerce (storage shall not constitute
intermediate use); provided that the property is not subject to tax in that
state or country to which it is transported for storage or use; o5 if subjeet
to tax in that other state; that state allows a similar exemption for property
purchased therein and transported to Minnesota for use in this state; except
that sales of tangible persenal preperty that is shipped or transported for
use outside Minnesota shall be taxed at the rate of the use tax impesed by
the state to whieh the property is shipped or transported; unless that state
has ne use tax; i which ease the sale shall be taxed at the rate
impesed by this state; and provided further that sales of tangible personal
property to be used in other states or countries as part of a maintenance
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_contract shall be specifically exempt; or

(2) property which the seller delivers to a common carrier for delivery
outside Minnesota, places in the United States mail or parcel post directed
to the purchaser outside Minnesota, or delivers to the purchaser outside
Minnesota by means of the seller’s own delivery vehicles, and which is not
thereafter returned to a point within anesota except in the course of
interstate commerce.

Sec. 10. Minnesota Statutes 1987 Supplement sectlon 297A 25, sub-
division 11, is amended to read:

Subd. 11. [SALES TO GOVERNMENT.] The gross receipts from all
sales, including sales in which title is retained by a seller or a vendor or
is assigned to a third party under an installment sale or lease purchase
agreement under section 465.71, of tangible personal property to, and all
storage, use or consumption of such property by, thie United States and its
agencies and instrumentalities, the University of Minnesota, state uni-
versities, community colleges, technical institutes, state academies, and
political subdivisions of the state are exempt. Sales exempted by this sub-
division include sales under section 297A.01, subdivision 3, paragraph
(f). This exemption shall not apply to building, construction or reconstruc-
tion materials purchased by a contractor or a subcontractor as a part of a
lump-sum contract or similar type of contract with a guaranteed maximum
price covering both labor and materials for use in the construction, alter-
ation or repair of a building or facility. This exemption does not apply to
construction materials purchased by tax exempt entities or their contractors -
to be used in constructing buildings or facilities whlch will not be used
principally by the tax exempt entities, :

-Sec. 11. anesota Statutes 1986, secnon 297A.25, is- amended by
adding a subdivision‘to read: -

Subd. 37. [YMCA AND YWCA MEMBERSHIPS.| The gross receapts
from the sale of memberships, including both one-time initiation fees and
periodic membership dues, to an association incorporated under section
315.44 or 315.49, are exempi. However, all separate charges made for the’
privilege of having access 1o and the use of the association’s sports and
athletic facilities are taxable.

Sec. 12. Minnesota Statutes 1986, section 297A 25 is amended by
adding a subdivision to read:

Subd. 38. [STATE FAIR ADMISSIONS.} The gross receipts from the
sale of tickets to the premises of or events sponsored by the state agricul-
tural society and conducted on the state fairgrounds during the period of

_the annual state fair are exempt, provided rhat

(1) the tax foregone under this subdivision is used exclusively for the
purpose of making capital improvements to state-owned buildings and
facilities on the state fairgrounds; and

{2) the tax foregone under this subdivision is matched in equal amount

by proceeds from special assessments levied against commercial exhibits, . '

concessions and rentals, and from other special user fees specifically des-
- ignated for capital improvements,

Sec.: 13. Minnesota Statutes 1986, section 297A.35, subdivision 1, is
amended to read:
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Subdivision 1. A person who has, pursuaat to the provisions of this
chapter, paid to the commissioner an amount of tax for any period in excess
of the amount legally due for that period, may file with the commissioner
a claim for a refund of such excess subject to the conditions specified in
subdivision 5. Except as provided in subdivision 4 no such claim shall be
entertained uniess filed within two years after such tax was paid, or within
three years from the filing of the return, whichever period is the longer.
The commissioner shall examine the claim and make and file written
findings thereon denying or allowing the claim in whole or in part and
shall mail a notice thereof to such person at the address stated upon the
claim. Any allowance shall include interest on the excess determined at a
rate specified in section 270.76 from the date such excess was paid or
collected until the date it is refunded or credited, unless otherwise specified
in this chapter. If such claim is allowed in whole or in part, the commis-
sioner shall credit the amount of the allowance against any taxes under
sections 297A.01 to 297A.44 due from the claimant and for the balance
of said allowance, if any, the commissioner shall issue a certificate for the
refundment of the excess paid, and the commissioner of finance shall cause
such refund to be paid out of the proceeds of the taxes imposed by sections
297A.01 to 297A.44, as other state moneys are expended. So much of the
proceeds of such taxes as may be necessary are hereby appropriated for
that purpose.

Sec. 14. Minnesota Statutes 1986, section 329.11, is amended to read:

329.11 [LICENSE; APPLICATION, ISSUANCE, FEE; BOND; AGENT
‘FOR SERVICE OF PROCESS.]

Any transient merchant desiring to engage in, do, or tranSact business
by auction or otherwise, in any county in this state shall file an application
for a license for that purpose with the auditor of the county in which. the
desired business is to be conducted, which application shall state the name
of the applicant, the proposed place of business, the kind of business
proposed to be conducted, and the length of time desired to do busiriess.
Such transient merchant shall pay to the treasurer of such county a license
fee of 5150, any personal property taxes peyable by the merchent pursuant
to Minnesota Statutes 1049 Seetions 288-01 to 288-03; and shall give
bond to the county in an amount to be determined by the county treasurer,
which shall be not less than $1,000 nor more than $3,000 whiek. The bond
shall be approved by the treasurer and be conditioned that the merchant
will in all things conform to the laws relating to transient merchants and
further conditioned on full compliance with all material oral or written
statements and representations made by the seller, the seller’s agents, rep-
resentatives, or auctioneers with reference to merchandise sold or offered
for sale and on faithful performance under all warranties made with ref-
erence thereto. The treasurer of such county shall issue to such person -
receipts therefor, and such transient merchant shall thereupon file such
receipts with the auditor of such county, who shall thereupon issue to such
transient merchant a license to do business as such at the place described
in the application; and the kind of business to be done shall be described
therein. No license shall be good for more than one person unless such

- person shall be a member of a copartnership, nor for more than one place,
and shall not be good outside of the county in which it was issued. Such
license shall be good for a period of one year from the date of its issuance.
The auditor shall keep a record of such licenses in a book provided for that
purpose, which shail at all times be open for public inspection. No license
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shall be issued unless the merchant produces evidence that the merchani
is the holder of q valid seller's permit issued under section 297A.04, or a
written statement from the merchant that the merchant is not offering far
sale any item that is taxable under chapter 297A.

The application shall farther contain the applicant’s residence and busi-
ness address for the prior two year period; the type of business engaged
in during the previous two years; and the name and address of the auctioneer
who will conduct the sale. No such sale shall be conducted in the name of
any person other than the bona fide owner of theé mierchandise.

The applicant shall attach to the apphcatnon an itemized list of mer-

" chandise to be offered for sale reciting as to each item a description thereof

including serial number if any, the owner’s actual cost thereof, and a des- .

_ ignation by number corresponding with.a number to be affixed to each

item by a tag which shall be kept fastened to the item at all times until
sold.

Prior to the issuance of the license and approval of bond, the apphcant
shall in writing appoint the county auditor as the applicant’s agent to accept
service of process in any action commenced against the applicant arising
out of the sale for which the license is sought. Such action shall be brought
in the county where the sale was held.

Sec. 15. [REPEALER ] .
~ Minnesota Statutes 1986, secnon 2974.15, subdivision 2 is repeated
Sec. 16. [EFFECTIVE DATE.] -

Section 1, paragraph {(c), is effective for all meals furmshed on or after
October 15, 1987. Sections 1, paragraphs (j) and (k), and 11, are ejfecnve
Jor retail sales made after June 30, 1988. Section 12 is effecnve for sales
made after December 31, 1988, Sectzon 14 is effective July 1, 1988.
Sections 3 and I3 are effecnve Sor all refund claims filed after June 30,
1988. Sections 7 and 10 providing for exemption of sales under section
207A.01, subdivision 3, paragraph (f), are effective for all sales made
after May 31, 1987, but do not apply to sales of tangible personal property
made pursuant to bona fide written contracts that were enforceable before
June 1, 1987, and delivery is made on or before December 31, 1987. The
remainder of section 10 is effective July 1, 1988, provided that sales to
the University of Minnesota hospital are exempt effective June 1, 1987.
Section 9 is effective for all sales made after June 30, 1988, but does not
apply to sales of tangible personal property made pursuant to bona fide
written contracts that were enforceable before July 1, 1988, and delivery
is made on or before December 31, I 988. Sections 2 and 4 to 6 are effective
June 1, 1988.

ARTICLE 12
CIGARETTE AND LIQUOR TAXES

Section 1. Minnesota Statutes 1987 Supplement, section 297.01, sub-
division 7, is amended to read: .

Subd. 7. “Distributor” means any and each of the following:

(1) any person engaged in the business of selling cigarettes in this state
and who manufactures or who brings, or causes to be brought, into this
state from without the state any packages of cigarettes for sale to subjobbers
or retailers,;
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state for sale in this state;

€3) any person engaged in the business without lhlS state who ships or
transports cigarettes to retailers in this state, to be sold by those retailers;

“(3)any pei’son who is on direct purchasé from a cigarctte manufacturer
and applies cigaretie stamps or indicia on at least 50 percent of CIgarettes
sold by that person.

A distributor who also sells at retaﬂ must maintain a separate inventory,
substantiated with invoices for cigarettes that were acquired for retail sale.

A distributor may transfer another state’s stamped cigarettes to another
. distributor for the purpose of resale in the other state.

Sec. 2. Minnesota Statutes 1987 Supplement, section 297.01, subdm—
sion 14, is amended to read:

Subd. 14, “Sub}obber ‘means any person who acquires stamped ciga-
rettes or other state’s stamped cigarettes for the primary purpose of resale
to retailers, and any licensed distributor who delivers to and sells or dis-
tributes stamped cigarettes from a place of business other than that licensed
in the distributor’s license. The definition of subjobber does not include
the occasional sale of stamped cigarettes from one retailer to another.
Notwithstanding the foregoing, “subjobber” shall also mean any person
who is a vending machine operator. A vending machine operator is any
person whose principal business is operating, or owning and leasing to
operators, machmes for the vending of merchandise or service.

For the purpose of this section, any subjobber that sells at retail must
maintain a separate inventory, substantiated with invoices, that reflect the
mgarettes were acquired for retail sale.

. Sec. 3. Minnesota Statutes 1986, sectlon 297.01, is amended by addmg
a subdivision to read:

Subd. 15. “Prior continuous compliance taxpayer” means any person
who is licensed under section 297 .04 and who, having been a licensee for
a continuous period of five years, is determined by the commissioner not
to have been either delinquent or deficient in the payment of tax liability
during that period or otherwise in violation of this chapter. Any taxpayer
who has, as verified by the commissioner, conzmuously complied with the
condition of a bond or other security under provisions of this chapter for
a period of five consecutive years shall also be considered to be a “'prior
continuous compliance taxpayer” A continuous period of time of qualifving
compliance immediately prior to August I, 1988, shall be ¢redited to any
licensee who became licensed on or before that date.

Sec. 4. Minnesota Statutes 1986, section 297.03, is amended by adding
a subdivision to read:

Subd. 5a. [REVOLVING ACCOUNT.] A hear applied cigarette tax stamp
revolving account is created. The commissioner shall use the amounts in
this fund to purchase heat applied stamps for resale. The commissioner
shall charge the purchasers for the costs of the stamps along with the tax
value plus shappmg costs. The costs recovered along with shipping costs
shall be deposued into this revolving account and shall be available to the
commissioner for further purchases and shipping costs. The revolving account
shall be funded by reducing the stamping discounts allowed in subdivision



~718TH DAY] TUESDAY, MARCH 29, 1988 . 6973

5 for the first three months of fiscal year 1989. The stamping discounts
shall be 0.75 percent of the face amount of any stamps purchased in the

~ first three months for the first 31,500,000 of the stamps and 0.50 percent
on the remainder of the stamps purchased

At the end of each of the first three months of fzscal year 1989, the
commissioner shall notify the commissioner -of finance of the amount of
reduced stamping discounts which have accrued to the tobacco tax revenie
Sund:. The commissioner of finance shall then transfer the amounts to the
heat applied cigarette tax stamip revolving account from the tobacco tax
revenue fund.

Sec. 5. Minnesota Statutes 1987 ‘Supplement, section 297.03, subdivi-
sion 6, is amended to read:

Subd. 6. [TAX METER MACHINES.} {13 (a) Before January 1, 1990,
the commissioner may authorize any person licensed as a distributor to
stamp packages with a tax meter machine, approved by the commissioner,
which shall be provided by the distributor. The commissioner may provide

- for the use of such a machine by the distributor, supervise and check its
operation, provide for the payment of the tax on any package so stamped,
subject to the discount provided in subdivision 5; and in that correction.
Exceprt as provided in paragraph (d), the commissioner may require the
furnishing of a corporate surety bond, ¢heck guarantee bond, or certified
check in a suwitable amount to guarantee the payment of the tax.

2} (b) Before January 1, 1990, the commissioner may authorize, and
after December 31, 1989, the commissioner shall require any person licensed
as a distributor whose stamp meter machine is no longer operational to
stamp packages with a heat-applied tax stamping machine, approved by the
commissiorier,. which shall be provided by the distributor. The commis-
sioner shall supervise and check the operation of the machines and shall
provide for the payment of the tax on any package so stamped, subject to
the discount provided in subdivision 5. The commissioner may sell heat-
applied stamps on a credit basis under conditions prescribed by the com-
missioner; and in that eennection. Except as providéd in paragraph (d},
the commissioner may require the furnishing of a corporate surety bond,
check guarantee bond, or certified check in an amount suitable to guarantee
payment of the tax stamps so purchased by .a distributor. The stamps shall
be sold by the commissioner at a price which includes the tax after giving
effect to the discount provided m subdivision 5. The commissioner shall
recover the actual costs of the stamps from the distributor.

£33 (c) If the commissioner finds that a stamping machine is not printing
or affixing a legible stamp on the package, the commissioner may order
the distributor to immediately cease the stamping process until the machine
is functioning properly.

(d) Every prior continuous compliance taxpayer is exemp! from all
requirements under this chapter concerning the furnishing of a bond. This
exemption shall continue for the taxpayer until the commissioner deter-
mines that the taxpayer is delinguent in the filing of any return, or is
determined by the commissioner to be delinguent or deficient in the pay-
ment of any uncontested tax liability under this chapter. At that time that
taxpayer shall become subject to the bond requirements of this chapter
and, as a condition of being allowed to continue to engage in the business
licensed under this chapter, shall be required to furnish bond to the com-
missioner as provided in this chapter. The taxpayer shall furnish the bond
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for a period of two years, after which, if the taxpayer has not been delin-
quent in the filing of any returns, or delinquent or deficient in the paving
of any tax under this chapter, the commissioner may reinstate the person
as a prior continuous compliance taxpayer. Any taxpayer who fails to pay
an uncontested tax liability under this chapter may also be required to
post bond or other acceptable security with the commissioner guaranteeing
the payment of the uncontested tax liability. The commissioner shall annually
establish the maximum amount of heat applied stamps or meter units that
may be purchased each month. Notwithstanding any other provisions of
this chapter, the tax due on the return shall be paid with certified funds
and will be based upon actual heat applied stamps or meter umrs purchased
during the reporting period.

Sec. 6. Minnesota Statutes 1986, section 297.03, subdivision 12, is
amended to read:

Subd. 12. [SETTING OF TAX METERS.] The commissioner may des-
ignate the county treasurer of any county or any banking institution as
defined by section 48.01, or any banking institution as defined by any
states’ statutes as the representative of the commissioner in the setting of
a tax meter machine of any particular distributor and the collection of the
cigarette tax upon such setting. The county treasurer or banking institution
so designated shall be required to set tax meter machines following the
method prescribed by the commissioner of revenue and to transmit the -
amount of tax collected and to report the setting of each tax meter to the
cominissioner on or before the next business day. For purposes of this
paragraph, a business day shall not include Saturday. Such duties shall be
within the coverage of the official bond of the county treasurer. The com-
missioner shall prescribe the form and amount of a surety bond which shall
_be furnished by a banking institution designated pursuant to this subdivi-
sion. The commissioner shall have the rlght to withdraw this clemgnatnon
without cause.

Sec. 7. Minnesota Statutes 1986 section 297.041, su'bdivision 1, is
amended to read:

Subdivision i. [WHOLESALERS.] Any wholesaler who furnishes a sure-
ty bond in a sum satisfactory to the commissioner shall be permitted to
set aside, without affixing the stamps required by this chapter, that part of
the wholesaler’s stock necessary for the conduct of business in making sales
to the established governing body of any Indian tribe recognized by the
United States Department of Interior. The unstamped stock shall be Kept
separate and apart from stamped stock. Every wholesaler shall, at the time
of shipping or delivering any of the unstamped stock to an Indian tribal
organization, make a true duplicate invoice which shall show the complete
details of the sale or delivery and shall transmit the duplicate to the com-
missioner not later than the fifteenth /8th day of the following calendar
month. Failure to comply with the requirements of this section shall cause
the commissioner to revoke the permission granted to the wholesaler to
maintain a stock of goods which may be unstamped. The commissioner
may also revoke this perrpission o matntain & steck of uastamped goods
for sale to a speeifte Indian tribal erganization when i appeass that sales
of unstamped cigarettes to persens who are not enroled members of a
feeegﬂﬂeélndm&rbeafemkmgp}&ee—efhave{akeﬂ&&ee—wfhmthe
exterior boundaries of the reservation oectupied by that tribe-

Sec. 8. Minnesota Statutes 1986, section 297.06, subdivision 1, is amended
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to read:

Subdivision 1 [DISTRIBUTOR TO KEEP RECORDS. ] Every distributor
shall keep at each licensed place of business complete and dccurate records,
for that place of business, including itemized invoices, of - cigarettes held,
purchased, manufactured, or brought in or caused to be brought in from
without the state, and of all sales of cigareties made, except sales to the
ultimate consumer. These records shall show the names and addresses of
purchasers, the inventory at the close of each period for which a return is
required of all cigarettes on hand, and of all stamps, affixed and unaffixed,
and other pertinent papers and documents relating to the purchase, sale
or disposition of cigarettes.. When a licensed distributor sells cigarettes
exclusively to the ultimate consumer at the address given in the license, no
invoice of those sales shall be required, but itemized invoices shall be made
of all cigarettes transferred to other retail outlets owned or controlled by
that licensed distributor. All books, records, and other papers and docu-
ments required by sections 297.01 to 297.13 to be kept shall be preserved
“for a period of at least ere year three years after the date of the documents,
as aforesaid, or the date of the entries thereof appearing in the records,
unless the commissioner, in writing, authorizes their destruction or disposal
at an earlier date. At any time during usual business hours the commis-
sioner, or duly authorized agents or employees, may enter any place of
business of a distributor, without a search warrant, and inspect the premises,
the records required to be kept under sections 297.01 to 297.13, and the
packages of cigarettes and the vending devices contained therein, to deter-
mine whether or not all thé provisions -of these sections are being fully
complied with. If the commissioner, or any such agent or employee, is
denied free access or is hindered or interfered with in making such exam-
ination, the license of the distributor at such premises shall be subject to
revocation by the commissioner.

Sec. 9. Minnesota Statutes 1986 section 297 06 subd|v151on2 is amended
to read .

Subd. 2. [DISTRIBUTOR TO PRESERVE COPIES OF INVOICES 1 Every
person whe sells cigarettes to persons other than the ultimate consumer
shall render with each sale itemized invoices showing the seller’s name and
address, the purchaser’s name and address, the date of sale, and all prices
end diseounts and shall preserve legible copies of all such invoices for one
yeaf three years from the date of sale. ,

Sec. 10. Minnesota Statutes’ 1986 section 297. 06 subdwns:on 3, 1s
amended to read:

Subd. 3. [RETAILER AND SUBJOBBER TO PRESERVE PURCHASE
INVOICES.] Every retailer and subjobber shall procure itemized invoices
of all cigarettes purchased. The invoices shall show the name and address.’
of the seller and the date of purchase. The retailer and subjobber shall
preserve a legible copy of each such invoice for one year from the date of
purchase. Inveiees shall be available for inspection by the commissioner
efauﬁeniedag%efemp}eyeesauhefeﬁaﬁeﬁsersubjebber—sp}aee&
business-

At-any time during normal ‘busmess hours, the commissioner or the
commissioner’s agents may enter any place of business of a retailer or
subjobber without a search warrant and inspect the premises, the records
required to be kept for this subdivision, and the packages of cigarettes,
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tobacco products, and vending devices contained on the premises to deter-
mine whether all provisions of chapter 297 and sections 325D.30 to 325D.40,
are being fully complied with.

~ Sec. 11. Minnesota Statutes 1986 section 297. 06 is amended by adding
a subd1v1510n to read:

. Subd. 4. [CERTIFIED PHYSICAL INVENTORY] The commissioner of
revenue or the commissioner’s authorized agents may, upon request but
not more than twice annually, require a cigarette or tobacco distributor
to furnish a physical inventory of all’ cigarettes in stock. The inventory
shall contain all information that the commissioner may request and shall
be certified by an officer of the corporation.

Sec. 12. Minnesota Statutées 1986, section 297.08, subdmswn 1,
amended to read:

- Subdivision 1. [CONTRABAND DEFINED. 1 The following are declared
to be contraband: .

(1) All packages which do not have stamps afflxed to them as provided
in sections 297.01 to 297.13 and all devices for the vending of cigarettes
in which such unstamped packages are found, including all contents con-
tained within the devices.

(2) Any device for the vending of cigarettes and all packages of c1garettes
contained therein, where the device does not afford at least partial visibility
of contents. Where any package exposed to view does not carry the stamp
or imprint required by sections 297.01 to 297.13, it shall be presumed that
all packages contained in the device are unstamped and contraband.

- (3) Any device for the vending of cigarettes to which the commissioner
or authorized agents have been denied access for the inspection of contents,
In lieu of seizure, the commissioner or an agent may seal the dcv1ce to
prevent its use until inspection of contents is permitted.

(4) Any device for the vending of cigarettes which does not carry the
name and address of the owner, plainly marked and VlSlblc from the front
of the machine. o

(5) Any devnce including, but not limited 1o, motor vehicles, trallers
s_nowmoblles airplanes and boats used with the knowledge of the owner
or of a person operating with the consent of the owner for the storage or
transportation of more. than 5,000 cigareties which are contraband under
this subdivision. When cigarettes are being transported in the course of
interstate commerce, or are in movement from either a public warehouse
to a distributor upon orders from a manufacturer or distributor, or from -
one distributor to another, the cigarettes are not contraband notwnhstand—
ing the provisions of clause (1).

Sec. 13. Minnesota Statutes 1987 Supplement section 297 11, Sl.lbdl-
vision 5, is amended to read:

Subd. 5. [TRANSPORTING UNSTAMPED PACKAGES.] No person
shall transport into, or receive, carry, or move from place to place in this
state, any packages of cigarettes not stamped in accordance with the pro-
visions of this act except in the course of interstate commerce, unless the
cigarettes are moving from a public warehouse to a distributor upon orders
from the manufacturer or distributor. This subdivision shall not apply toa
person carrying for personal use not more than 200 cigarettes when those
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cigarettes have had the individual packages or seals thereof broken and are
intended for personal use by that person and not to be sold or offered for
sale.

Common carriers and contract carriers transporting cigarettes into this
state shall file with the commissioner reports of all such shipments other
‘than those which are delivered to public warehouses of first destination in
this state which are licensed under the provisions of chapter 231. Such
reports shall be filed monthly on or before the 10th day of each month -and
shall show with respect to deliveries made in the preceding month: the
date, point of origin, point of delivery, name of consignee, the quantity of
cigarettes delivered and such other information as the commissioner may
require. :

All common carriers and contract carriers transportmg cigareites into

Minnesota shall permit examination by the commissioner of their records
relating to the shipment of cigarettes.

Any person who fails or refuses to transmit to the commissioner the
required reports or whoever refuses to permit the examination of the records
by the commissioner shall be guilty of a gross misdemeanor.

Sec. 14. Minnesota Statutes 1986, section 297.12, subdivision 1, is
amended to read:

Subdivision 1, [FELONY.] (a) Any person vnolatmg section 297 11,
subdivision 1, shall be guilty of a felony.

(b) Any person violating section 297.11, subdivisions 2 or 5 by pos-
sessing, receiving, or transporting more than 28,608 10,000 cigarettes not
stamped in accordance with the provisions of sections 297. 01 w0 297.13
shall be guilty of a felony.

(c} A person selling cigarettes after the person’s license has been revoked
is guilty of a felony.

Sec. 15. Minnesota Statutes 1986, section 297.35, is amended by adding
a subdivision to read:

Subd. 10. A manufacturer of tobacco products shall report on a form
prescribed by the commissioner all sales of tobacce products to Minnesota-
licensed distributors, subjobbers, retailers, or to any locations within the
state. The report shall be due on, or before, the 18th of the month following
the reporting period.

Anyone violating this section is guilty of a gross misdemeanor.
Sec. 16. [297.44] [TIME LIMITATIONS.]

Subdivision 1. [TIME FOR ASSESSMENT; NOTICE.] Except as oth-
erwise provided in this chapter, the amount of 1axes assessable with respect
to a taxable period must be assessed within three years after the return
for the period is filed. The taxes shall be considered assessed within the
meaning of this section whén the commissioner has prepared a notice of
tax assessment and mailed it to the person required to file a return to the
post offlce address given in the return. The record of the mailing is pre-
sumptive evidence of the gwmg of the notice, and the records must be
‘preserved by the commissioner.

- Subd. 2. [OMISSION OVER 25 PERCENT.] If the person required to
file the return omits from the return a dollar amount properly includable
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in it that is in excess of 25 percent of the dollar amount reported in the
return, the tax may be assessed, or a proceeding in court for the collection
of the tax may be begun, at any time within five years after the return was
filed.

Subd. 3. |DATE OF FlLING ] For the purposes of this section and section
297.36, a return filed before the last day prescribed by law for its ﬂlmg
is considered filed on the last day.

Subd. 4. [FRAUD; FAILURE TO FILE.] In the case of a false or fraud-
ulent return with intent to evade tax or failure with the same intent to file -
a return, the tax may be assessed at any time, and a proceeding in court
for the collection of the tax must begin within five years after the assessment.

Subd. 5. [COLLECTION.] Where the assessment of a tax due under this
chapter is made within the period of limitation properly applicable to it,
the tax may be collected by a proceeding in court, but only if begun within
five years after the date of assessment.

Subd. 6. [SUSPENSION OF TIME; BANKRUPTCY PROCEEDINGS.]
The time during which a tax must be assessed or collection proceedings
commenced under this chapter is suspended during the period from the
date of a filing of a petition in bankruptcy until 30 days after notice to
the commissioner of revenue that the bankruptcy proceedings have been
closed or dismissed, or that the automatic stay has been terminated or has
expired. :

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

Sec. 17. Minnesota Statutes 1986, section 297C.02, subdivision 4, is
amended to read:

Subd. 4. [BOTTLE TAX.] A tax of one cent is imposed on each bottle
or container of distilled spirits and wine. The wholesaler. is responsible for
the payment of this tax when the bottles of distilled spirits and wine are
removed from inventory for sale, delivery, or shipment.

The following are exempt from the tax:

(1) miniatures of distilled spirits and wines,

(2) containers of fermented malt beverage;

(3) containers of intoxicating liquor or wine holding less than 200 milliliters;
(4) containers of wine intended exclusively for sacramental purposes;

(5) containers of alcohollc beverages sold to qualified, approved military
ciubs;

(6) containers of alcoholic beverages sold to common carriers engaged
in interstale commerce;

(7) containers of alcoholic beverages- sold to authorized food processors
or pharmaceutical firms for use exclusively in the manufacturing of food
products or medicines;

(8) containers of alcoholic beverages sold and shipped to dealers, winer-
ies, or distillers in other states; and.
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(9) containers of alcoholic ,bevei‘ages sold to other Minnesota wholesalers.

Sec. 18. Minnesota Statutes 1986, section 297C.03, is amended by add-
ing a subdivision to read: ‘

Subd. 6. [INFORMATIONAL RETURNS.| Manufacturers, wholesalers,
and importers licensed to ship distilled spirits or wine into Minnesota shall
. file with the commissioner a monthly informational report on a form pre-
scribed by the commissioner. No payment of any tax is required to. be
remitted with this report. The report shall be filed on or before the tenth
day following the end of each calendar month, regardless of whether or
not any shipments were made into Minnesota during the previous month.
A person failing to file this monthly report is subject to the provisions of
section 297C. 14, subdivision 8. ; '

Sec. 19. Minnesota Statutes 1987 Supplement, section 297C.04, is amended
to read: : ' )

+ 297C.04 [PAYMENT OF TAX; MALT LIQUOR.]

The commissioner may by rule provide a reporting method for paying
and collecting the excise tax on fermented malt beverages. The tax shall
be imposed upon the first sale or importation made. in this state by a
licensed brewer or importer. The rules must require reports to be filed with
and the excise tax to be paid to the commissioner on or before the 18th
day of the month following the month in which the importation into or the
first sale is made in this state, whichever first occurs. The rules must also
require payments in June of 1987 and subsequent years according to the
provisions of section 297C.05, subdivision 2. o

A distributor who has title to or possession of fermented malt beverages
upon which the excise tax has not been paid and who knows that the tax
has not been paid, shall file a return with the commissioner on or before
" the 18th day of the month following the month in which the distributor
obtains title or possession of the fermented malt beverages. The return
must be made on a form furnished and prescribed by the commissioner,
and must contain all information that the commissioner requires. The return
must be accompanied by a remittance for the full unpaid liability shown
on it. :

Sec. 20. Minnesota Statutes 1986, section 297C.07, is amended to read:
297C.07 [EXCEPTIONS.] . .
The following are not subject to the excise tax:

(1) Sales by a manufacturer, brewer, or wholesaler for shipment outside
the state in interstate commerce,

{(2) Sales of wine for sacramental purposes under section 340A.316.

(3) Fruit juices naturallj/ fermented or_'beer' naturally brewed in the home
for family uvse. S :

(4) Malt beverages served b,y'é. brewery for on-premise consumption at
no charge, or distributed to brewery employees for on-premise consumption
under a labor contract.

"{3) Alcoholic beverages sold to authorized manufacturers of food prod-
ucts or pharmaceutical firms. The alcoholic beverage must be used exclu-
sively in the manufacture of food products or medicines. For purposes of
this part, “manufacturer” means a manufacturer of food products intended
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for sale ro wholesalers or retailers for ultimate sale to the consumer.

(6) Sales to common carriers engaged in interstate transportation of
passengers and qualified approved military clubs, except as provided in
section 297C.17. ' : : .

(7) Alcoholic beverages sold or Vtransferred between Minnesota wholesalers.

(8) Sales to a federal agency, that the state of Minnesota is prohibited -
Jfrom taxing under the constitution or laws of the United States or under
the constitution of Minnesota. : ,

Sec. 21. [297C.17] [COMMON CARRIERS.]

Common carriers engaged in intersiate transportation of passengers
must file monthly reports together with the tax payment on the sale of
alcoholic beverages sold within the state of Minnesota. The report and
payment must be filed by the 18th day of the month following the month
in which the sale took place. A common carrier is permitted to use a
formula for the allocation of the total sales of alcoholic beverages berween
states on the basis of passenger miles in each state or some other method
‘of allocation if written approval is received from the commissioner.

Sec. 22. [REPEALER.] .
Minnesora Statutes 1986, section 297C.03, subdivision 5, is repealed.
Sec. 23. [EFFECTIVE DATE.]

Section 5 is effective January 1, 1 989.' The remainder of this article is
effective July 1, 1988. : '

ARTICLE 13
TAX INCREMENT FINANCING

Section 1. Minnesota Statutes 1987 Supplement, section 469.174, sub-
division 7, is amended to read: oo

Subd. 7. [ORIGINAL ASSESSED VALUE.] (a) Except as provided in
paragraph (b), “original assessed value” means the assessed value of all
taxable real property within a tax increment financing district as most
recently certified by the commissioner of revenue as of the date of the
request by an authority for certification by the county auditor, together
with subsequent adjustments as set forth in section 469,177, subdivisions
I and 4. In determining the original assessed value the assessed value of

real property exempt from taxation at the time of the request shall be zero, - -

except for real property which is tax exempt by reason of public ownership
by the requesting authority and which has been publicly owned for less
than one year prior to the date of the request for certification, in which
event the assessed value of the property shall be the assessed value as most
recently determined by the commissioner of revenue. ‘

(b) The original assessed value of any designated hazardous substance
site or hazardous substance subdistrict shall be determined on January 2
following the date the agency or municipality certifies to the county auditor
that the agency or municipality has entered a redevelopment or other
agreement for the removal actions or remedial actions specified in a devel-
opment response action plan, or otherwise provided funds to finance the
development response action plan, the original assessed value shall be .
equal to the assessed value of the parcel, as most recently determined by
the commissioner of revenue, less the reasonable and necessary costs of
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the removal actions and remedial actions to be undertaken with respect to
the parcel as certified to the county auditor by the municipality or agency
but not less than zero.

(c) The original assessed value shall be increased by the amount by
which it was reduced pursuant to paragraph (b) upon certification by the
municipality that the cosis of the removal actions and remedial actions
have been paid or reimbursed.

(d) For purposes of this subdivision, “real property” shall include any
property normally taxable as personal property by reason of its location
on or over publicly-owned property.

LI

{e) The terms “removal,” “remedial,” “action” “hazardous substance,”

and “‘pollutant or contaminant” have the meanings assigned by section

. 115B.02. The term “development response action plan” has the meaning
given under section 3.

Sec. 2. Minnesota Statutes 1987 Supplement, section 469. 174 subdi-
vision 19, is amended to read:

Subd. 10. [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 res-
olution that one of the following condltlons reasonably distributed through-
out-the district, exists:

o LI

(1) 70 percent of the parcels in.the district are occupied by buildings,
streets, utilities, or other improvements and more than 50 percent of the
buildings, not inclading outbuildings, aré structurally substandard to a
degree requiring substantial renovation or clearance; or

(2) 70 percent of the parcels in the district are 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 unasual ter-
rain or soil deficiencies requiring substantial filling, 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 devel-
opment, excluding costs directly related to roads as defined in section
160.01 and tocal improvements as described in section 429.021, ‘subdi-
vision 1, clauses 1 to 7, 11 and 12, and 430.01, if any, exceeds its antic-
ipated fair market value after completion of the preparation. No parcel shall
be included within a redevelopment district pursuant to this paragraph
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 deficiencies, which agreement provides recourse for the authority
should the development not be completed; or

(4) the propei'ty consists of underutilized air rights existing over a public -
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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 contams asewage lagoon contaminated
with polychlorinated blphenyls

(b) For purposes of this subdivision, “structurally substandard™ shall
mean containing defects in structural elements or a combination of defi-
ciencies in essential utilities and facilities, light and ventilation, fire pro-
tection including adequate egress, layout and condition of interior partitions,
or similar factors, which defects or deficiencies are of sufficient total sig-
nificance to Justlfy substantial renovation or clearance.

(c) For districts approved under section 469.175, subdivision 3, or for
noncontiguous areas added to existing districts after April 1, 1988, if the
district consists of two or more noncontiguous geographic areas, each area
must qualify as a redevelopment district under paragraph (a), clauses (1)
to (6), in order to be included in the district, and the area of the entire
district must satisfy the requirements of paragraph (a). '

Sec. 3. Minnesota Statutes 1987 Supplement section 469.174, 1s amended
by adding a subdivision to read:

Subd. 16. [DESIGNATED HAZARDQUS SUBSTANCE SITE.} “Des-
ignated hazardous substance site” means any parcel or parcels with respect
to which the authority or municipality has certified to the county auditor
that the authority or municipality has entered into a redevelopment or
other agreement providing for, or otherwise has available to it funds,
inciuding, without limitation, tax increment which would be made available
pursuant to section 469175, subdivision 1, to finance the removal actions
or remedial actions specified in a development response action plan. For
" purposes of this section, a plan or proposal for removal actions or remedial
actions constitutes a development response action plan if the actions con-
tained in the plan or proposal are:

(1) requested by the pollution control agency or its commissioner pur-
suant to section 1158.17, 115C.03, or other law; or

~.(2) proposed 1o the commissioner of the pollution control agency by a

municipality to respond to a release or threatened release of a hazardous
substance, pollutam contaminant, or petroleum.

Sec. 4. (469.1741] [TOWN AUTHORITY!] -

No town may be authorized after the date of enactment of this act to
exercise powers under sections 469.174 to 469.179 unless the town has
the authority to exercise powers under section 368.01, is located within
the metropolitan area as defined in section 473.121, subdivision 2, and
has a population.in excess of 5,000 persons,

Sec. 5. Minnesota Statutes 1987 Supplement, section 469.175, subdi-
vision 1, is amended to read:

Subdivision 1. [TAX INCREMENT FINANCING PLAN.] A tax incre-
ment financing plan -shall contain:

(1) a statement of objectives of an authority for the improvement of a
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project;
(2) a statement as to the development program for the project, including
the property within the project, if any, that the authority intends to acquire;

(3) a list of any development activities that the plan proposes to take
place within the project, for-which contracts have been entered into at the
time of the preparation of the plan, including the names of the parties to
the contract, the activity governed by the contract, the cost stated in the
contract, and the expected date of completion of that activity;

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

(5) estimates of the following:

(i} cost of the project, including administration expenses;

(i1) amount of bonded indebtedness to be incurred;

(iii) sources of revenue to finance or otherwise pay public costs; '

(iv) the most recent assessed value of taxable real property within the
tax increment financing district; :

(v) the estimated captured assessed value of the tax increment fmancmg
district at completion; and

(vi) the duration of the tax increment fmancmg district’s existence; and

(6) & statement stafements of the authority’s estimate alternate estimates
of the impact of tax increment financing on the assessed values of all taxing
jurisdictions in which the tax increment financing district is located in
whole.or in part. For purposes of one statement, the authoriry shall assume
that the estimated captured assessed value would be available to the taxing
Jjurisdictions without creation of the district, and for purposes of the second
statement, the authority shall assume that none of the estimated captured
assessed value would be available to the taxing jurisdictions without cre-
ation of the district;

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

(8} identification of all parcels to be included in the district.

Sec. 6. Minnesota Statutes 1987 Supplement, section 469,175, Sl.lbd]-
vision 2, is amended to read:

Subd. 2. [CONSULTATIONS; COMMENT AND FIL]NG.] Before for-
mation of a tax increment financing district, the authority shall provide an
opportunity to the members of the county boards of commissioners of any
county in which any portion of the proposed district is located and the
members of the school board of any school district in which any portion
of the proposed district is located to meet with the authority. The authority
shall present to the members of the county boards of commissioners and
the school boards its estimate of the fiscal and economic implications of
the proposed tax increment financing district. The information on the fiscal
and economic implications of the plan must be provided to the county and
school district boards at least 30 days before the public hearing required
by subdivision 3. The 30-day requirement is waived if the county and school
district submit written comments on the proposal and any modification of
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the propasal to the authority after receipt of the information. The members
of the county boards of commissioners and the school boards may present
their comments at the public hearing on the tax increment financing plan
required by subdivision 3. The county auditor shall not certity the original
assessed value of a district pussuant to seetion 460177 subdivision &5
until the county board of commissioners has presented #s written comment
on the proposal to the autherity; of 30 days has passed from the date of
the transmittal by the authority to the board of the information regarding
the fiscal and economic implications; whichever eccurs first- Upon adop-
tion of the tax increment financing plan, the authority shall file a copy of
the plan with the commissioner of energy frade and economic development.
The authority must also file with the commissioner a copy of the devel-
opment plan for the project area.

Sec. 7. Minnesota Statutes 1987 Sl;lpplement, section 469.175, subdi-
vision 3, is amended to read: :

Subd. 3. [MUNICIPALITY APPROVAL.] A county auditor shall not
certify the original assessed value of a tax increment financing district
until the tax increment financing plan proposed for that district has been
approved by the municipality in which the district is located. If an authority
that proposes to establish a tax increment financing district and the munic-
ipality are not the same, the authority shall apply to the municipality in
which the district is proposed to be located and shall obtain the approval
of its tax increment financing plan by the municipality before the authority
may use tax increment financing. The municipality shall approve the tax
increment financing plan only after a public hearing thereon after published
notice in a newspaper of general circulation in the municipality at least
once not less than ten days nor more than 30 days prior to the date of the
hearing. This hearing may be held before or after the approval or creation
of the project or it may be held in conjunction with a hearing to approve
the project. Before or at the time of approval of the tax increment financing
plan, the municipality shall make the following findings, and shall set forth
. in writing the reasons and supporting facts for each determination:

(1) that the proposed tax increment financing district is a redevelopment
district, a mined underground space development district, a housing district,
or an economic development district; if the proposed district is a redevel-
opment district, the reasons and supporting facts for the determination
that the district meets the criteria of section 469.174, subdivision 10,
paragraph (a), clauses (1) 10 (6), shall be retained and made available to
the public by the authority until the district has been terminated.

(2) that the proposed development or redevelopment, in the opinion of
the municipality, would not reasonably be expected to occur solely through
private investment within the rcasonably foreseeable future and therefore
the use of tax increment financing is deemed necessary.

(3) that the tax increment financing plan conforms to the general plan
for the development or redevelopment of the municipality as a whole.

(4) that the tax increment financing plan will afford maximum oppor-
tunity, consistent with the sound needs of the municipality as a whole, for .
the development or redevelopment of the project by private enterprise.

(5) that the municipality elects the method of tax increment computation
set forth in section 469.177, subdivision 3, clause (b), if applicable.
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When the municipality and the authority are not the same, the munici-
pality shall approve or disapprove the tax increment financing plan within
60 days of submission by the authority, or the plan shall be deemed approved.
When the municipality and the authority are not the same, the municipality
may not amend or modify a tax increment financing plan except as proposed
by the authority pursuant to subdivision 4. Once approved, the determi-
nation of the authority to undertake the project through the use of ‘tax
increment financing and the resolution of the governing body shall be
conclusive of the findings therein and of the public need for the financing.

Sec. 8. Minnesota Statutes 1987 Supplement, section 469 175, subdi-
vision 4, is amended to read:

© Subd. 4. [MODIFICATION OF PLAN.] (a) A tax increment financing
plan may be modified by an authority, provided that any reduction or
enlargement of geographic area of the project or tax increment financing
district, increase in amount of bonded indebtedness to be incurred, includ-
ing a determination to capitalize interest on the debt if that determination
was not a part. of the original plan, or to increase or decrease the amount
of interest on the debt to be capitalized, increase in the portion of the
captured assessed value to be retained by the authority, increase in total
estimated tax increment expenditures or designation of additional property
to be acquired by the authority shall be approved upon the notice and after
the discussion, public hearing, and findings required for approval of the
original plan; provided that if an authority changes the type of district from
- housing, redevelopment, or economic development to another type of dis-
trict, this change shall not be considered a modification but shall require
the authority to follow the procedure set forth in sections 469.174 to 469.179
for adoption of a new plan, including certification of the assessed valuation
of the district by the county auditor. If a redevelopment district is enlarged,
the reasons and supporting facts for the determination that the addition
to the district meets the criteria of section 469.174, subdivision 10, para-
graph (a), clauses (1) to (6), shall be documented. The requirements of
this paragraph do not apply if (1) the only modification is elimination of
parcels from the project or district and (2)(A) the current assessed value
of the parcels eliminated from the district equals or exceeds the assessed
value of those parcels in the district’s original assessed value or (B) the
authority agrees that, notwithstanding section 409.177, subdivision I, the -
original assessed value will be reduced by no more than the current assessed
value of the parcels eliminated from the district. The authority must notify
the county auditor of any modification that reduces or enlarges the geo-
graphic area of a district or a project area.

{b) The geographic area of a tax increment financing district may be
reduced, but shall not be enlarged after five years following the date of
certification of the original assessed value by the county auditor or after -
August 1, 1984, for tax increment financing districts authorized prior to
August 1, 1979, except that development districts created pursuant to Min-
nesota Statutes 1978, chapter 472A, prior to August 1, 1979, may be
reduced but shall not be enlarged after five years following the date of
designation of the district.

Sec. 5. Minnesota Statutes 1987 Supplement, section 469.173, is amended
by adding a subdivision to read:

Subd. 7. [CREATION OF HAZARDOUS SUBSTANCE SUBDIS-
TRICT.} (a) A municipality or authority which is creating or has created
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a tax increment financing district may establish within the district a haz-
ardous substance subdistrict upon the notice and after the discussion,
public hearing and findings required for approval of the original plan. The
geographic area of the subdistrict shall be made up of any parcels in the
“district designated for inclusion by the municipality or authority that are
designated hazardous substance sites, and any additional parcels in the
district designated for inclusion that are contiguous except for the inter-
position of a right-of-way. Before or at the time of approval of the tax
increment financing plan, the municipality shall make the findings under
paragraphs (b} to (d}, and shall set forth in writing the reasons and
supporting facts for each.

{b) The proposed development or redevelopment, in the opinion of the
municipality, would not reasonably be expected to occur solely through
private investment and tax increment otherwise available, and therefore
the hazardous substance district is deemed necessary.

(c} Other parcels that are not designated hazardous substance sites are
expected to be developed together with a designated hazardous substance
site. :

(d) The subdistrict is not larger than, and the period of time during
which increments are elected to be received is not longer than, that which
is necessary in the opinion of the municipality to provide for the additional
costs due to the designated hazardous substance site.

Sec. 10. Minnesota Statutes 1987 Supplement, section 469,176, sub-
division 1, is amended to read:

Subdivision 1. [DURATION OF TAX INCREMENT FINANCING DIS-
TRICTS.] (a) Subject to the limitations contained in paragraphs (b) to (f),
any tax increment financing district as to which bonds are outstanding,
payment for which the tax increment and other revenues have been pledged,
shall remain in existence &t least as long as the bonds continue to. be
outstanding.

(b) The tax increment pledged to the payment of the bonds and interest
thereon may be discharged and the tax increment financing district may
be terminated if sufficient funds have been irrevocably deposited in the
debt service fund or other escrow account held in trust for all outstanding
bonds to provide for the payment of the bonds at maturity or date of
redemption and interest thereon to the maturity or redemption date.

(c) For bonds issued pursnant to section 469.178, subdivisions 2 and 3,
the. full faith and credit and any taxing powers of the municipality or
authority shall continue to be pledged to the payment of the bonds until
the principal of and interest on the bonds has been paid in full.

(d) No tax increment shall be paid to an authority for a tax increment
financing district after three years from the date of certification of the
original assessed value of the taxable real property in the district by the
county auditor or after August 1, 1982, for tax-increment financing districts -
authorized prior to August 1, 1979, unless within the three-year period (1)
bonds have been issued pursuant to section 469.178, or in aid of a project
pursuant to any other law, except revenue bonds issued pursuant to sections
469.152 to 469.165, prior to August 1, 1979, or (2) the authority has
acquired property within the district, or (3) the authority has constructed
or caused to be constructed public improvements within the district.
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{(e) (i} For districts certified after August 1, 1979, no tax increment shall
in any event be paid to the authority from a redevelopment district after
25 years from date of receipt by the authority of the first tax increment,
provided that for districts approved under section 469.175, subdivision 3,
after April 1, 1988, if bonds or obligations issued to implement the district’s
tax increment financing plan are exempt from federal and state income
taxes, the duration of the district is 20 years. No tax increment shall-in
any event be paid to the authority after 25 years from the date of the receipt
for a housing district, after 25 years from the date of the receipt for a mined
underground space development district, and after eight years from the date .
of the receipt, or ten years from approval of the tax increment financing
plan, whichever is less, for an economic development district. In the case
of a redevelopment district that has a maximum duration of 20 years under
this subdivision, the authority may waive receipt of increment for the first
year in which property tax is paid by captured assessed value. For purposes
of determmmg the duration limits the waived increment does not constitute
receipt of increment. -

(ii) For tax increment financing dlStl‘lClS created prior to August 1, 1979,
no tax increment shail be paid to the authority after 39 yeass ffom A&g&s&
1 1999 April 1, 2001, or the term of a bond or obligation outstanding on
April 1, 1990, secured by increments from the district or project area,
whichever time is greater, provided that in no case will a tax increment be
paid io an authority after August 1, 2009, from such a district.

) Modification of a tax increment financing plan pursuant to section
469.175, subdivision 4 shall not extend the durational limitations of this
subdivision. :

If a parcel of a district is part of a designated hazardous substance site
or a hazardous substance subdistrict, tax increment may be paid to the
authority from the parcel for longer than the period otherwise provided
by this subdivision. The extended period for collection of tax increment
shall begin on the date of receipt of the first tax increment from the parcel
that is more than any tax increment received from the parcel before the
date of the certificarion under section 469,174, subdivision 7, paragraph
{b), and received after the date of certification to the county auditor
described in section 469174, subdivision 7, paragraph (b). The extended
period for collection of tax increment shall be the lesser of: (1) 25 years
from the date of commencement of the extended period; or (2) the period
necessary to recover the costs of removal actions or remedial actions
specified in a development response action plan.

Sec. 11. Minnesota Statutes 1987 Supplement section 469. 176 sub-
division 4, is amended to read:

Subd. 4. [LIMITATION ON USE OF TAX INCREMENT] (a) All rev-
enucs derived from tax increment shall be used in accordance with the tax
“incremént financing plan. The revenues shall be used solely for the fol-
lowing purposes: (1) to pay the principal of and interest on bonds issued
to finance a project; (2) by a rural development financing authority for the
purposes stated in section 469.142, by a port authority or municipality
exercising the powers of a port authority to finance or otherwise pay the
cost of redevelopment pursuant to sections 469.048 to 469.068, by an
economic development authority to finance or otherwise pay the cost of
redevelopment pursuant to sections 469.090 to 469.108, by a housing and
redevelopment authority or economic development authority to finance or
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otherwise pay public redevelopment costs pursuant to sections 469.001 to
469.047, by a municipality or economic development authority to finance
or otherwise pay the capital and administration costs of a development
district pursuant to sections 469.124 to. 469.134, by a municipality or
redevelopment agency to finance or otherwise pay premiums for insurance
or other security guaranteeing the payment when due of principat of and
interest on the bonds pursuant to chapter 462C, sections 469.152 to 469,165,
or both, or to accumulate and maintain a reserve securing the payment
when due of the principal of and interest on the bonds pursuant to chapter
462C, sections 469.152 to 469.165, or both, 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 principal amount of the outstanding and nondefeased bonds
secured by the reserve. Tax increments may be used to pay for the county’s
actual administrative expenses under sections 469.174 to 469.179, the
county may require payment of those expenses by February 15 of the year
after the year in which the expenses are incurred. The amount of these
" payments are not required to be set forth in the tax increment financing
plan for the project. To obtain payment for actual administrative costs, the
county auditor must submit to the authority a record of costs incurred by
the county auditor related to administration of the authority's tax increment
financing districts. Revenue derived from tax increment from a mined
“underground space development district may be used only to pay for the
costs of excavating and supporting the space, of providing pubiic access to
the mined underground space including roadways, and of installing utilities -
including fire sprinkler systems in the space. Revenue derived from tax
increment from a district approved under section 469.175, subdivision 3,
after April 1, 1988, all or a portion of which qualified as a redevelopment
district under section 469.174, subdivision 10, paragraph (3), or from
parcels added to an existing district of that type after April 1, 1988, may
be used only to (1) acquire parcels on which the improvements described
in clause (2) will occur; (2) pay for the cost of correcting the unusual
terrain or soil deficiencies and the additional cost of installing public
improvements directly caused by the deficiencies; and (3) pay for the
administrative expenses of the authority allocable to the district. The sale
by the authority of a parcel acquired and improved as described in clauses
(1) and (2) must be for a price that is no less than the cost of acquisition.
No less than one-half of the revenue derived from tax increment from a
housing project must be used to finance or otherwise pay the cost of land
acquisition, site improvements, public improvements directly related to,
and construction or renovation of a project consisting of housing described
in section 469.174, subdivision 11, including allocared administration
costs. Tax increments from economic development projects may not be used
" to provide improvements, loans, subsidies, grants, interest rate subsidies,
or assistance in any form to buildings and ancillary facilities used for
retail or wholesale sales or for office purposes. Improvements include, but -
are not limited to, parking lots or ramps, utilities, parks integral io the
building or buildings or streets, highways, or highway interchanges pro-
viding improved access to the retail or office facilities. Buildings where
less than five percent of the floor space is used for office or retail or
wholesale purposes will not be considered to be used for retail or wholesale
sales or for office purposes.

(b) Revenues derived from tax increment may be used to finance the
costs of an interest reduction program operated pursuant to section 469.012, -
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subdivisions 7 to 10; or pursuant to other law granting interest reduction
authority and power by reference to those subdivisions only under the
following conditions: (1) tax increments may not be collected for a program
for a period in excess of 12 years after the date of the first interest rate
reduction payment for the program, (2} tax increments may not be used for
an interest reduction program, if thé proceeds of bonds issued pursuant to
section 469.178 after December 31, 1985, have been or will be used to
provide financial assistance to the specific project which would receive the
benefit of the interest reduction program, and (3) tax increments may not
be used to finance an interest reduction program for owner-occupied single-
family dwellings.

(c) These revenues shall not be used to circumvent existing levy limit

law. No revenues derived from lax increment from any district, whether
certified before or after August I, 1979, shall be used for the acquisition,

construction o, renovation, operation, or maintenance of a
. ewaed building to ke used primarily and regularly for conducting the
business of the a municipalitys, county, school district, or any other local
unit of government or the state or federal government. This provision shall
not prohibit the use of revenues derived from tax increments for the con-
struction or renovation of a parking structure, a commons area used as a
_ public park, or a facility used for social, recreational, or conference pur-
poses and not primarily for conducting the business of the municipality.

(d) If a tax increment district is located in a municipality, parts of which
are situated in more than one county, the revenue derived from tax incre-
ments from parcels located in one county must be expended for the direct
and primary benefit of a project located or conducted within that county,
unless the county boards of each of the counties mvolved agree to waive
this reqmremem

Sec. 12. anesota Statutes 1987 Supp]ement sectlon 469.176, sub-
division 5, is amended to read:

Subd. 5. [REQUIREMENT FOR AGREEMENTS.] No more than 25
percent, by acreage, of the property to be acquired within a project which
contains a redevelopment district, or ten percent, by acreage, of the property
to be.acquired within a project which contains a housing or economic
development district, as set forth in the tax increment financing plan, shall
at any time be owned by an authority as a result of acquisition with the
proceeds of bonds issued pursuant to section 469.178 unless prior to acqui-
sition in excess of the percentages, the authority has concluded an agree-
ment for the development or redevelopment of the property acquired and
which provides recourse for the authority should the development or rede-
velopment not be completed. This subdivision does not apply to a parcel
of a district that is a designated hazardous substance site established under
section 3 or part of a hazardous substance subdistrict established under
section 9.

. Sec. 13. Minnesota Statutes 1987 Supplement, section 469.176, sub-
division 6, is amended to read:’

Subd. 6. [ACTION REQUIRED.] (a) If, after four years from the date
of certification of the original assessed value of the tax increment financing
district pursuant to section 469.177, no demolition, rehabilitation, or ren-
ovation of property or other site preparation, including improvement of a
street adjacent to a parcel but not installation of utility service including
sewer or water systems, has been commenced on a parcel located within
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a tax increment financing district by the authority or by the owner of the
parcel in accordance with the tax increment financing plan, no additional
tax increment may be taken from that parcel, and the original assessed
value of that parcel shall be excluded from the original assessed value of
the tax increment financing district. If the authority or the owner of the
parcel subsequently commences demolition, rehabilitation, or renovation
or other site preparation on that parcel including improvement of a street
adjacent to that parcel, in accordance with the tax increment financing plan,
the authority shall certify to the county auditor that the activity has com-
menced, and the county auditor shall certify the assessed value thereof as
most recently certified by the commissioner of revenue and add it to the
original assessed value of the tax increment financing district. The county
auditor must enforce the provisions of this subdivision. The authority must
by February I of the fifth year following the year in which a parcel was
certified as included in the district submit to the county auditor evidence
that the required activity has taken place for each parcel in the district,

(b) This subdivision applies to all tax increment districts, whether created
before or after August 1, 1979. The subdivision applies to districts created
before August 1, 1979 as provided in this paragraph. The four-year period
is deemed to begin April 1, 1988, provided that activity on or improvements
to a parcel occurring prior to that date qualify the parcel for retention in
the district. The authority must submit the evidence of activity or improve-
ments for each parcel to the county auditor, as required by paragraph (a),
by June 1, 1992, In the case of a district or a portion of a district for
which no tax increment financing plan has been prepared, improvements
are deemed to have been commenced “in accordance with the tax increment

© financing plan” when one of the following conditions is met:

{1) acquisition or improvement of the parcel was financed by the author-
ity with increment revenues or with the proceeds of tax increment bonds
or with other funds of the authority after the inclusion of the parcel in the
district;

(2) public improvements, excluding sewer and water improvements, were
installed or constructed on the parcel or on land adjacent to the parcel
after inclusion of the parcel in the district and the improvements were
financed with increments or other authority revenues, but excluding general
city revenues or special assessments if the authority is the same as the
municipality;

(3) construction of the improvements occurred on the parcel and the
municipality passes a resolution stating that the improvements or other
improvements of approximately equal (or greater) market value would not
have occurred if the authority had not undertaken efforts of the type

- specified in clauses (1) or (2) on other parcels in the district. [fthe authority
submits evidence that (i) at least 60 percent of the parcels, or (ii) parcels
comprising at least 60 percent of the geographic area in the district, or
(iii) parcels from which is derived at least 60 percent of the captured
assessed value of the district, meet the requirements of this paragraph by
June 1, 1992, all parcels may remain in the disirict notwithstanding the
provisions of paragraph (a). ‘

(c) In the case of tax increment projects for which certification was
requested before August 1, 1979, and for which a defeased bond was
outstanding on April 1, 1988, the provisions of paragraphs (a) and (b)
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apply as specified in this paragraph. Increments shall continue to be col-
lected from parcels that fail to meet the requirements of paragraphs (a)
and (b). The authority or other administering entity shall deposit these
increments in a separate account in the debi service or other bond fund
to defease bonds outstanding on April 1, 1988, for the project. The amount
of funds in the separate account shall not affect or be considered in com-
putation of the amount required to be deposited in the regular debt service
fund under the bond resolution, indenture, or other contract. When the
sum of the amount in the regular debt service fund and the separate account
are sufficient to fully defease the bonds outstanding on April 1, 1988, for
the project or when such bonds are fully defeased or paid by refunding or
otherwise, increments may no longer be collected from a parcel that does
not satisfy the requirements of paragraphs (aj and (b).

Sec. 14. Minnesota Statutes 1987 Supplcrhent, section 469.177, sub-
division 1, is amended to read:

Subdivision 1. [ORIGINAL ASSESSED VALUE.] Upon or after adoption
of a tax increment financing plan, the auditor of any county in which the
district is situated shall, upon request of the authority, certify the original
assessed value of the tax increment financing district as described in the
tax increment financing plan and shali certify in each year thereafter the
amount by which the original assessed value has increased or decreased
as a result of a change in tax exempt status of property within the district,
reduction or enlargement of the district or changes pursuant to subdivision
4. In the case of a mined underground space development district the county
auditor shall certify the original assessed value as zero, plus the assessed
value, if any, previously assigned to any subsurface area included in the
mined underground space development district pursuant to section 272.04.
For districts approved under section 469.175, subdivision 3, or parcels’
added to existing districts after April I, 1988, if the classification under
section 273 .13 of property located in a district changes to a classification
that has a different assessment ratio, the original assessed value of that
property shall be redetermined at the time when its use is changed gs if
the property had originally been classified in the same class in which it
is.classified after its use is changed. The amount to be added to the original
assessed value of the district as a result of previously tax exempt real
property within the district becoming taxable shall be equal to the assessed
value of the real property as most recently assessed pursuant to section
273.18 or, if that assessment was made more than one year prior to the
date of title transfer rendering the property taxable, the value assessed by
the assessor at the time of the transfer. The amount to be added to the
original asscssed value of the district as a result of enlargements thereof
shall be equal to the assessed value of the added real property as most
recently certified by the commissioner of revenue as of the date of mod-
ification of the tax increment financing plan pursuant to section 469.175,
subdivision 4. For districts approved under section 469.175, subdivision
3, after April 1, 1988, if the assessed value of a property increases because
the property no longer qualifies under the Minnesota agricultural property
tax law, section 273.111; the Minnesota open space property tax law,
section 273.112; or the metropolitan agricultural preserves act, chapter
473H, the increase in assessed value must be added 10 the original assessed
value. Each year the auditor shall also add to the original assessed value
of each economic development district an amount equal to the original
assessed value for the preceding year multiplied by the average percentage
increase in the assessed valuation of all property included in the economic
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development district during the five years prior to certification of the dis-
trict. The amount to be subtracted from the original assessed value of the
district as a result of previously taxable real property within the district
becoming tax exempt, or a reduction in the geographic area of the district,
shall be the amount of original assessed value initially attributed to the .
property becoming tax exempt or being removed from the district. If the
assessed value of property located within the tax increment financing dis-
trict is reduced by reason of a court-ordered abatement, stipulation agree-
ment, voluntary abatement made by the assessor or auditor or by order of
the commissioner of revenue, the reduction shall be applied to the original
assessed value of the district when the property upon which the abatement
is made has not been improved since the date of certification of the district
and to the captured assessed value of the district in each year thereafter
when the abatement relates to improvements made after the date of certi-
fication. The county auditor may specify reasonable form and content of
the request for certification of the authority and any modification thereof
pursuant to section 469.175, subdivision 4. '

Sec. 15. Minnesota Statutes 1987 Supplement, section 469.177, sub-
division 3, is amended to.read:

Subd. 3. [TAX INCREMENT, RELATIONSHIP TO CHAPTER 473F]
(a) Unless the governing body elects pursuant to clause (b) the following
method of computation shall apply:

(1) The original assessed value and the current assessed value shall be
determined before the application of the fiscal disparity provisions of chap-
" ter 473E Where the original assessed value is equal to or greater than the
current assessed value, there is no captured assessed value and no tax.
increment determination. Where the original assessed value is less than
the current assessed value, the difference between the original assessed
value and the current assessed value is the captured assessed value. This
amount less any portion thereof which the authority has designated, in its
tax increment financing plan, to share with the local taxing districts is the
retained captured assessed value of the authority.

(2) The county auditor shall exclude the retained captured assessed value
of the authority from the taxable value of the local taxing districts in
determining local taxing district mill rates. The mill rates so determined
are to be extended against the retained captured assessed value of the
authority as well as the taxable value of the local taxing districts. The tax
generated by the extension of the local taxing district mill rates to the
retained captured assessed value of the authority is the tax increment of
the authority.

(b) The govéming body may, by resolution approving the tax increment
financing plan pursuant to section 469.175, subdivision 3, elect the fol-
lowing method of computation:

{1) The criginal assessed value shall be determined before the application
of the fiscal disparity provisions of chapter 473E The current assessed
value shall exclude any fiscal disparity commercial-industrial assessed
value increase between the original year and the current year multiplied
by the fiscal disparity ratio determined pursuant to section 473E08, sub-
division 6. Where the original assessed value is equal to or greater than
the current assessed value, there is no captured assessed value and no tax
increment determination. Where the original assessed value is less than
the current assessed value, the difference between the original assessed
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value and the current assessed value is the captured assessed value. This
amount less any portion thereof which the authority has designated, in its
tax increment financing plan, to share with the local taxing districts is the
retained captured assessed value of the authority.

(2) The county auditor shall exclude the retained captured assessed value
of the authority from the taxable value of the local taxing districts in
determining local taxing district mill rates. The mill rates so determined
are to be extended against the retained captured assessed value of the.
authority as well as the taxable value of the local taxing districts. The tax
generated by the extension of the local taxing district mill rates to the
retained captured assessed value of the authority is the tax increment of
the authority.

(3) An election by the governing body pursuant to past paragraph (b)
shall be submitted to the county auditor by the authority at the time of the
request for certification pursuant to subdivision 1.

(c) The method of computation of tax increment applled to a district
pursuant to elause paragraph (a) or (b) shall remain the same for the
duration of the district, except that the governing body may elect to change
its election from the method of compuratwn in paragraph (a) to the method
in paragraph (b). :

Sec. 16. Minnesota Statuies 1987 Supplement, section 469. 177 is amended
by adding a subdivision to read:

Subd. 3a. [PAYMENT TO SCHOOL DISTRICT FOR REFERENDUM
LEVY INCREASE.] If a tax increment financing district is located in a
- school district in which the voters have approved new millage or an increase
in millage pursuant to section 124A.03, subdivision 2, the authority must
pay to the school district the amount raised by the new or increased millage.

" . The amount to be paid to the school district must be computed as follows:

(1) Subtract the mill rate approved by the voters of the school district
pursuant to section 124A.03, subdivision 2, as of June 30, 1988, or the
date the tax increment financing district was certified, whichever is later,
‘and still in effect on the date the levy is certified, from the mill rate
approved by the voters under that section as of the date the levy is certified.
If the result is less than zero, select zero.

{2) Multiply the result in clause (1) by the ratio of the school district's
actual levy certified pursuant to section [124A.03, subdivision 2, to its
permitted levy under that section. ‘

{3) Multiply the result in clause (2) by the retamed captured assessed
. value of the authority located within that school district as of January 2
. of the year in which the levy is certified. .

The county auditor must compute the payment required by this subdi-
vision and report the amount to the authority, the school district, and the
commissioner of education by March 1 of each year. The payment must be
made by November 1 of the yvear in which the property taxes are payable.

Sec. 17. Minnesota Statutes 1987 Supp]ement sectlon 469.177, sub-
-division 4, is amended to read:

Subd. 4. [PRIOR PLANNED IMPROVEMENTS.] The aulhorlty shall,
after diligent scarch, accompany its request for certification to the county
audltor pursuant  to subd1v1smn l or its notice of district enlargement
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pursuant to section 469.175, subdivision 4, with a listing of all properties
within the tax increment financing district or area of enlargement for which
building permits have been issued during the 18 months immediately pre-
ceding approval of the tax increment financing plan by the municipality
pursuant to section 469.175, subdivision 3. The county auditor shall increase
the original assessed value of the district by the assessed valuation of the
improvements each improvement for which the a building permit was issueds

perind immediately preceding
said approval of the tax inerement finaneing plan; as certified by the
HSHESSOF.

Sec. 18. Minnesota Statutes 1987 Supplement, section 46%.179, 1s amended
to read:

469.179 [EXISTING PROJECTS.]

Subdivision 1. [EXEMPTION.] The provisions of sections 469.174 to
469.178 shall not affect any project for which tax increment certification
was requested pursuant to law prior to August I, 1979, or any project
carried on by an authority pursuant to section 469.033, subdivision 5, with
respect to which the governing body has by resolution designated properties
for inclusion in the district prior to August 1, 1979, except:

(1) as otherwise expressly provided in sections 469.174 to 469.178; or '

(2) as an authority elects to proceed with an existing district, under the
provisions of sections 469.174 to 469.178; or

(3) that any enlarpements of the peographic area of an existing tax
increment finaneing distriet subsequent to August 45 1970, shall be accom-
phished in accordanee with and shall subject the property added as a result
ef%heen%&rgemeﬁte%heterms&ndeeaé&ea&efseeﬁens%%e
469178 as provided in subdivision 2; ot '

) that beginning with taxes payable in 1980, sectlon 469 177, subdi-
vision 3, clause (b}, shall apply to all development districts created pursuant
to Minnesota Statutes 1978, chapter 472A, or any speaal law, prior to
August 1, 1979.

Subd. 2. [APPLICATION TO EXISTING DISTRICTS.] If the develop-
ment or redevelopment activity within the project or district of a tax incre-
ment financing project certified prior to August I, 1979, is extended beyond
the scope of activity set forth in the district's redevelopment plan under
Minnesota Statutes, chapter 462, or Minnesota Statutes, chapter 472A, if
applicable, after April 1, 1988, the authority must with regard 1o the new
activity conform to the provisions ofsecnons 469.174 to 469. 178 w:th the
Jollowing exceptions.

(a) Section 469.175, subdivision 3, paragraphs (1) and (5), shall not
apply. Furthermore, the provisions of section 473E02, subdivision 3, shall
continue to apply to the entire district, if applicable.

(b) Section 469.177, subdivision 3, shall not apply.

Sec. 19. Minnesota Statutes 1986, section 475 51, subdivision 5, is
amended to read:

Subd. 5. “Assessed value” means the late;t valuation for purposes of
taxation, as finally equalized, of all property taxable within the municipality
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but not including captured assessed value under section 469.174, subdi-
vision 4, or any other law permitting collection of tax increments.

Sec. 20. [CITY OF VIRGINIA TAX INCREMENT FINANCING DIS-
TRICT; PARCELS INCLUDED:] .

Redevelopment tax increment financing dzstrzct No. 1.in enterprise zone
development district No. 3 in the city of Virginia, is deemed for all purposes
under Minnesota Statutes, sections 469.174 to 469.179 to include the
following parcels of real property as of June 12, 1984:

. (1) Parcel No. 90-124-245 - Ely 79.2° ofLot 1 and all of Lot 2, Block
3, Olcotr Addition;

(2) Parcel No. 90-125-247 - Lot 3, Block 3, Olcott Addition; and
(3) Parcel No. 90-125-270 - Lot 4, Block 3, Olcott Addition.
Sec. 21. [ORIGINAL ASSESSED VALUE.]

The original assessed value of the parcels of real property described in-
section 20 is deemed for all purposes under Minnesora Statutes, sections
469174 10 469.179 to be the original assessed value of those parcels as
of June 12, 1984.

Sec. 22. [CAPTURED ASSESSED VALUE.]

The captured assessed value of the parcels of real property descnbed
in section 20 is deemed for all purposes under Minnesota Statutes, sections
469.174 to 469.179 to be the increased assessed value of those parcels
computed in the manner prescribed by Minnesota Statutes, section 469.177,
and in accordance wirth this act.

Sec. 23. [EFFECTIVE DATE.]

Except as provided otherwise, sections 2, 5, 6, 7, and 17 are effective
for districts approved under section 469.175, subdivision 3, after April 1,
1988. Sections 8, 13, 15, and 18 are effective April I, 1988. The provision
of section 11, paragraph (a), relating to restrictions on the expenditure
of tax increments from economic development projects is effective for dis-
tricts approved under section 469.175, subdivision 3, after April 1, 1988.
The amendment to clause (c) of section 11 is effecnve Jor expenditures
after April 1, 1988, except to the extent that the authority had entered
into a bzndmg contract before March 31, 1988, to make expendztures
prohibited by that section. Section 16 appl:es to taxes levied in 1988,
payable in 1989, and thereafter, as a result of a referendum held after
December 31, 1986, and applies to tax increment districts created before
or after the date of enactment of this act. Section 19 is effective for bonds
issued after March 31, 1988.

Sections 20 1o 22 are effective upon its approval by the city council of
the city of Virginia and compliance with Minnesota Statutes, section 645.021.

ARTICLE 14
BUDGET RESERVE

Section 1. Minnesota Statutes 1987 Supplement section 16A.15, sub-
division 6, is amended to read:

Subd. 6. [BUDGET AND CASH FLOW RESERVE ACCOUNT:] A budget
and cash flow reserve account is created in the general fund in the state
treasury. The commissioner of finance shall, as authorized from time to
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time by law, restrict part or all of the budgetary balance in the general fund
for use as the budget and cash flow reserve account. The commissioner of
finance en July +; 4987 shall transfer to the budget and eash How reserve
secount the amount necessary to brng the total amount; including any
existing balance in the account on June 30; 1987 to $250;000,000 shall
set the reserve at $300,000,000. The amounts restricted shall remain in
the account until drawn down under subdivision 1 or increased under
section 16A.1541.

Sec. 2. Minnesota Statutes 1987 Supplement, section 16A 1541, is amended
to read:

16A.1541 [ADDITIONAL REVENUES; PRIORITY.]

If on the basis of a forecast of general fund revenues and expenditures )
the commissioner of finance determines that there will be a positive unre-
stricted budgetary general fund balance at the close of the biennium, the -
commissioner of finance must allocate money ir the following order of

1) the amount necessary to reduce the property tax levy recognition
percent under section 124-904; subdivision de; to 24 percent; '

- 2 the remainder (i) one-half to the greater Minnesota fund, but not to

exceed $120,000,000 and (ii) one-half to the budget and cash flow reserve
account until the total amount in the account equals $550,000,000.

The amounts necessary to meet the requirements of elauses {—1—) and (2}
this section are appropriated from the general fund.

Sec. 3. [REPEALER.]

Laws 1987, chapter 268, article 18, section 5, is repealed.

Sec. 4. [EFFECTIVE DATE.]

Sections I to 3 are effective the day following final enactment.
~ ARTICLE 15 |
MISCELLANEQUS

" Section 1. Minnesota Statutes 1987 Supplement, sectnon 69.54, is amended
to read:

69.54 [SURCHARGE ON PREMIUMS TO RESTORE DEFICIENCY
IN SPECIAL FUND.] '

The commissioner shall order and direct a surcharge to be collected of
two percent of the fire, lightning, and sprinkler leakage gross premiums,
less return premiums, on all direct business received by any licensed foreign
or domestic fire insurance company on property in this city of the first
class, or by its agents for it,-in cash or otherwise. This surcharge shall be
- due and payable from these companies to the state treasurer on March 45
31, May 45 31, and November 45 30 of each calendar year, and if not paid
within 30 days after these dates, a penalty of ten percent shall accrue thereon
and thereafter this sum and penalty shall draw interest at the rate of one
percent per month until paid. '

Sec. 2. Minnesota Stamtes 1986, section 270. 70 subdivision 1, is amended
to read:

Subdivision 1. [AUTHORITY OF COMMISSIONER.] If any tax payable :
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to the.commissioner of revenue or to the department of revenue is not paid
when due, such tax may be collected by the commissioner of revenue within
five years after the date of assessment of the tax, or if the tax judgment
" has been filed, within the statutory period of enforcement of a valid tax
judgment, by a levy upon all property and rights to property, including
any property in the possession of law enforcement officials, of the person
liable for the payment or collection of such tax (except that which is exempt
from execution pursnant to section 550.37) or property on which there is
a lien provided in section 270.69. For this purpose, the term “tax” shall
include any penalty, interest and costs properly payable. The term “levy” -
includes the power of distraint and seizure by any means. '

Sec. 3. Minnesota Statutes 1986, section 271.01, subdivision 5, is amended
to read: ‘

Subd. 5. [JURISDICTION.] The tax court shall have statewide jurisdic-
tion. Except for an appeal to the supreme court or any other appeal allowed
under this subdivision, the tax court shall be the sole, exclusive, and final
authority for the hearing and determination of all questions of law and fact
arising under the tax laws of the state, as defined in this subdivision, in
those cases that have been appealed to the tax court and in any case that
has been transferred by the district court to the tax court. The tax court
shall have no jurisdiction in any case that does not arise under the tax laws
of the state or in any criminal case or in any case determining or granting
title to real property or in any case that is under the jurisdiction of the
probate court. The small claims division of the tax court shall have no
jurisdiction in any case dealing with property valuation or assessment for
property tax purposes until the taxpayer has appealed the valuation or
assessment to the town or city board of equalization and to the county
board of equalization, except for those taxpayers whose original assessments
are determined by the commissioner of revenue. The tax court shall have
no jurisdiction in any case involving an order of the state board of equal- .
ization unless a taxpayer contests the valuation of property. Only the taxes,
aids and related matters contained in chapters 60A, 69, 124, 270, 272,
273, 274, 275, 276, 277, 278, 279, 285, 287, 288, 290, 2904, 291, 292,
203,204, 295, 296, 297, 297A, 2978, 297C, 297D, 298, 299, 200F 473,
473F and 477A shall be considered tax laws of this state subject to the
. jurisdiction of the tax court. This subdivision shall not be construed to
" prevent an appeal, as provided by law, to an administrative agency, board
of equalization, or to the commissioner of revenue. Wherever used in this
chapter, the term commissioner shall mean the commissioner of revenue,
unless otherwise specified.

Sec. 4. Minpesota Statutes 1986, section 287.21, is amended by adding
a subdivision to read: '

Subd. 4. [TAX-FORFEITED LAND.] Before a state deed for tax-forfeited
land may be issued, the deed tax must be paid by purchasers of tax-forfeited
land, persons who redeem tax-forfeited land, or local units of government
that apply for use or purchase of tax-forfeited land.

Sec. 5. Minnesota Statutes 1987 Supplement, section 295.32, is amended -
to read:

295.32 [GROSS EARNINGS TAX; ANNUAL RETURN.}

Every telegraph company as defined in section 295.01, subdivision 9,
shall file a retorn with the commissioner of revenue, in such form as the
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commissioner shall prescribe, containing a true and just report of its gross
earnings derived from business within the state during the preceding cal-
endar year, and make payment of the tax based upon the following per-

centages of such gross earnings: '

for calendar years beginning before December 31, 1989, 6 percent,
for calendar year 1990, 4-5 4. percent,

for calendar year 1991, 3 2 percent, _

for calendar year 1092; 15 pereent; and

for calendar years beginning after December 31, 4992 j99/ ', exempt.

Such return and payment of the tax due therewith shall be submitted on
or before March first of each year, and shall be in lieu of all ad valorem
taxes upon the property of such company within the state for the year -
during which such gross earnings accrued. The provisions of chapter 294
and acts amendatory thereto, shall be applicable to such telegraph com- -
panies and to the returns and to the taxes submitted therewith by them.

Sec. 6. Minnesota Statutes 1986, section 296.01, subdivision 6, is amended
to read:

Subd. 6. [SPECIAL FUEL.} “Special fuel” means (1) all combustible
gases and liquid petroleum products or substitutes therefor, except gasoline,
which are delivered into the supply tank of a licensed motor vehicle or into
storage tanks maintained by an owner or operator of a licensed motor vehicle
as a source of supply for such vehicle; o (2) all combustible gases and
liquid petroleum products or substitutes therefor, except gasoline, when
delivered to a licensed special fuel dealer or to the retail service station
storage of a distributor who has elected to pay the special fuel excise tax
as provided in section 296.12, subdivision 3; e (3) all combustible gases
and liquid petroleum products or substitutes therefor, except gasoline, which
are used as aviation fuel; (4) all combustible gases and liquid petroleum
products or substitutes therefor, except gasoline, which are used for the
purpose of producing and generating power for propelling trains ia this
state; or (5) all combustible gases and liguid petroleum products or sub-
stitutes therefor, except gasoline, which are used for the purpose of pro-
ducing and generating power for propelling barges in this state.

Sec. 7. Minnesota Statutes 1986 section 296.01, subdivision 19, fs
amended to read;

Subd. 19. [BULK PURCHASER.] “Bulk purcha:,er MEans any person
not principally engaged in buying and selling petroleum products or com-
bustible gases who receives special fuel for storage and subsequent delivery
into the supply tank of an aircraft e, a licensed motor vehicle, or a train,

“or for use for producing and generatmg power for propelling a barge
operated by the person.

Sec. 8. Minnesota Statutes 1986, section 296. 12, subd1v1510n4 is amended
to read: :

Subd. 4. [MONTHLY REPORTS; SHRINKAGE ALLOWANCE.] On or
before the 23rd day of each month, the persons subject to the provisions
of this section shall file in the ()fflCC of the commlssmner at St. Paul,
Minnesota, a report in the following manner:

(1) Distributors and special fuel dealers shall report the total number of
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gallons delivered to them during the preceding calendar month and shall
pay the special fuel excise tax due thereon to the commissioner. Credit for
the excise tax due er previously paid on special fuel used by the distributor
or special fuel dealer for heating the distributor’s or dealer’s place of busi-
ness, or special fuel sold for any purpose other than use in licensed motor
vehicles and evidenced by an invoice issued at time of sale, may be allowed
in computing the tax liability. The invoice must show the true and correct
name and address of the purchaser, and the purchaser’s signature. The report -
shall contain such other information as the commissioner may require.

(2) Distributors and special fuel dealers who have elected to pay the

- special fuel excise tax on all special fuel delivered into the supply tank of

an aircraft or licensed motor vehicle as provided in subdivision 3, shall

report the total number of gallons delivered ‘into the supply tank of an

aircraft or licensed motor vehicle during the preceding calendar month and
shall pay the special fuel excise tax due thereon to the commissioner.

(3) Bulk purchasers shall report and pay the special fuel excise tax on
all special fuel purchased by them for storage, during the preceding calendar
month. In such cases as the commissioner may permit, credit for the excise
tax due or previously paid on special fuel not used in aircraft, trains, or
Jor producing and generating power for propelling barges, or licensed
‘motor vehicles, may be allowed in computing tax liability. The report shall
contain such other infermation as the commissioner may require. '

(4) In computing the special fuel excise tax due under clauses (1), (2),
and (3), a deduction of one percent of the quantity of special fuel on which
tax is due shall be made for evaporation and loss. -

(5) Each 'report shall contain a confession of judgment for the amount
of the tax shown due thereon to the extent not timely paid.

Sec. 9. Minnesota Statutes 1986, section 296.14, subdivision 2, is amended
to read:

Subd. 2 [CREDIT OR REFUND OF TAX PAID.] The commissioner -
shall allow the distributor credit or refund of the tax paid on gasoline and
special fuel:

‘(1) Exported or sold for export from the state, other than in the supply

tank of a motor vehicle of of, an aircraft, a train, or for producing and
generating power for propelling barges;

2) Sold to the United States government or to any “cost plus a flxed. '
fee” contractor employed by the Umted States government on any national
defense project;

(3) Sold to another licensed distributor;
(4) Destroyed by accident whlle in the possessmn of the distributor;

(5) In error;

(6) Sold for storage in an on- farm bulk storage tank, if the tax was not :
collected on the sale;

(7) In such other cases as the commissioner may permlt not inconsistent
with the provisions of this chapter and other laws relating to the gasoline -
and special fuel excise taxes.

Sec. 10. Minnesota Statutes 1986 section. 296.18, subdwnsmn 1,
amended to read:
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Subdivision 1. [GASOLINE OR SPECIAL FUEL USED IN OTHER
THAN MOTOR VEHICLES.] Any person who shall buy and use gasoline
. for a qualifying purpose other than use in motor vehicles, snowmobiles, or

_ motorboats, or special fuel for a qualifying purpose other than use in
licensed motor vehicles, and who shall have paid the Minnesota excise tax
directly or indirectly through the amount of the tax being included in:the
price of the gasoline or special fuel, or otherwise, shall be reimbursed and
repaid the amount of the tax paid upon filing with the commi-ssioner a
signed claim in writing in the form and containing the information the
commissioner shall require and accompanied by the original invoice thereof,

By signing any such claim which is false or frandulent, the applicant shall .

be subject to the penalties provided in this section for knowingly making
a false claim. The claim shall set forth the total amount of the gasoline so
purchased and used by the applicant other than in motor vehicles, or special
fuel so purchased and used by the applicant other than in licensed motor.
vehicles, and shall state when and -for what purpose it was used. When a
¢laim contains an error in computation or preparation, the commissioner
is authorized to adjust the claim in accordance with the evidence shown

on the clalm or other information available to the commissioner. The com- .~

missioner, on being satisfied that the claimant is entitled to the payments,
shall approve the claim and transmit it to the commissioner of finance. No
repayment shall be made unless the claim and invoice shall be filed with -
the commissioner within one year from the date -of the purchase. The
postmark on the envelope in which the claim is mailed shall determine the
date of filing. The words “gasoline” or ‘“special fuel” as used in this
subdivision do not include aviation gasoline or special fuel for aircraft,
trains, or used for producing and generating power for propelling barges.
Gasoline or special fuel bought and used for a “qualifying purpose” means:

(1) Gasoline or special fuel used in carrying on a trade or business, used
- on'a farm situated in anesota, and used for a farming purpose. “Farm”
and “farming purpose” have the meanings given them in section 6420(c)(2),
. (3), and (4) of the Internal Revenue Code of 1954, as amended through
December 31, 1983.

(2) Gasoline or spccial'fuel used for off-_highway business use. “Off-
highway business use” means any use by a person in that person’s trade,
‘ busmess or activity for the production of income. “Off-highway business
use” does not include use as a fuel in a motor vehicle which, at the time

of use, is registered or is required to be reglstered for hlghway use.under -

the laws of any state or foreign country.

(3) Gasoline or spec1al fuel placed in'the fuel tanks of new motor vehicles,
manufactured in Minnesota, and shipped by i mterstate carrler 1o destmatlons
" in other states or foreign countries.

Sec. 11. Minnesota Statutes 1986, scctlon 297D.08, is amended to read:
297D.08 [TAX RATE.]

A-tax is imposed on marijuana and coitrolled substances as dcﬁned in
section 297D.01 at the following rates:

(1) on ‘each gram of marijuana, or gach, portion of a grar_n, $3.50; hnd

(2) on each gram of controlled substance, or portion of a gram, $200; -
or : . S

~ {3) on each 50 ren dosage units of a controlled substance that is not sold
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by weight, or portion thereof $2:600 3400.

Sec. 12. Minnesota Statutes 1987 Supplement, section 298. 22 subdl-
vision 1, is amended Lo read:

Subdivision 1. (1) The office of commissioner of iron range resources
and rehabilitation is created. The commissioner shall be appointed by the
governor under the provisions of section 15.06.

/(2) The commissioner may hold such other positions or appointments as
are not incompatible with duties as commissioner of iron range resources
and rehabilitation. The commissioner may appoint a deputy commissioner.
All expenses of the commissioner, including the payment of such assistance
as may be necessary, shall be paid out of the amounts appropriated by
section 298.28. The compensation of the commissioner shall be set by the
legislative coordinating commiission and may not exceed the maximum
salary set for the commissioner of administration under section 15A.081,
subdivision 1. ,

- (3) When the commissioner shall determine that distress and unem-
ployment exists or may exist in the future in any county by reason of the
removal of natural resources or a possibly limited use thereof in the future
and the decrease in employment resulting therefrom, now or hereafter, the
~ commissioner may use such amounts of the appropriation made to the
commissioner of revenu¢ in section 298.28 as are determined to be nec-
- essary and proper in the development of the remaining resources of said
county and in the vocational training and rehabilitation of its residents,
except that the legislature shall appropriate money from other sources to
‘cover cost overruns awarded 1o a contractor by an arbitrator in relation
to a contract awarded by the commissioner or in effect after July I, 1985,
For the purposes of this section, “development of remaining resources”
includes, but is not limited to, the promotion of tourism.

Sec. 13. Minnesota Statutes 1987 Supplement, section 298.2213, sub-
division 3, is amended to read:

Subd. 3. [USE OF MONEY.] The money appropriated under this section
may be used to provide loans, loan guarantees, interest buy-downs, and
. other forms of participation with private sources of financing, provided
that a loan to a private enterprise must be for a principal amount not to
exceed one-half of the cost of the project for which financing is sought,
and the rate of interest on a loan must be no less than the lesser of eight
percent or the rate of interest set by the Minnesota development board for
comperable small business development loans at that time that is three
percentage poinis less than a’full faith and credit obligation of the United
States government of comparable maturity, at the time that the loan is
approved.

Money appropriated in this section must bc expended only in or for the
benefit of the tax relief area clefmed in section 273.134, and as otherwise
provided in this section. -

Sec. 14. Minnesota Statutes 1986, section 298,223, is amended to read:
298.223 [TACONITE AREA ENVIRONMENTAL PROTECTION FUND.]

Subdivision 1. [CREATION; PURPOSES.] A fund called the taconite
environmental protection fund is created for the purpose. of reclaiming,
restoring and enhancing those areas of northeast Minnesota located within
a tax relief area defined in section 273.134 that are adversely affected by
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the environmentally damaging operations involved in mining taconite and
iron ore and producing iron ore concentrate and for the purpose of pro-
moting the economic development of northeast Minnesota. The taconite
environmental protection fund shall be used for the following purposes:

(a) to initiate investigations into matters the iron 'fange resources and
rehabilitation board determines are in need of study and which will deter-
mine the environmental problems requiring remedial action;

(b) reclamation, restoration or reforestation of minelands not otherwise
provided for by state law; - '

(c) local economic development projects including construction of sewer
and water systems, and other public works located within a tax relief area
defined in section 273.134;

(d) monitoring of mineral industry related health problems among min'ing
employees. .

Subd. 2. [ADMINISTRATION.] The taconite environmental protection
fund shall be administered by the commissioner of the iron range resources
“and rehabilitation board. The commissioner shall by September 1 of each -
year prepare a list of projects to be funded from the taconite environmental
protection fund, with such supporting information including description of
the projects, plans, and cost estimates as may be riecessary. Upon recom-
mendation of the iron range resources and rehabilitation board, this list
shall be submitted to the legislative advisory commission for its review,
This list with the recommendation of the legislative advisory commission
shall then be transmitted to the governor by November | of each year. By
December 1 of each year, the governor shall approve or disapprove, or
return for further consideration, each individual project. Funds for a project
may be expended only upon approval of the project by the governor.”

The commissioner may submit supplemental projects for approval at any
time. Supplemental projects approved by the board must be submitted to
the members of the legisiative advisory commission for their review and
recommendations of further review. If a recommendation is not provided
within ter days, no further review by the legislative advisory commission
is required, and the governor shall approve or disapprove each project or
return it for further consideration. If the recommendation by any member
is for further review the governor shall submit the request 1o the legislative’
advisory commission for its review and recommendation. Failure or refusal
of the commission 10 make a recommendation promptly is a negative
recommendation. T

Subd. 3. [APPROPRIATION.] There is hereby annually appropriated to
the commissioner of iron range resources and rehabilitation such funds as
are necessary to carry out the projects approved and such funds as are
necessary for administration of this section. Annual administrative costs,
ot including detailed engineering expenses for the projects, shall not exceed
five percent of the amount annually expended from the fund.

Funds for the purposes of this section are provided by section 298.28,
subdivision 11 relating to the taconite environmental protection fund.

Sec. '15. Minnesota Statutes 1986, section 298.28, subdivision: 3, is
amended to read: '

‘Subd. 3. [CITIES; TOWNS.] (a) 12.5 cents per. taxable ton, less any



78TH DAY] TUESDAY, MARCH 29, 1988 o 7003

amount distributed under subdivision 8, and paragraph {b) of this subdi-
-vision, must be allocated to the taconite mumcnpal aid account to be dis-
tributed as provided in section 298.282.

(b) An amount must be allocated to towns or cities that is annually
certified by the county auditor of a county containing a taconite tax relief
area within which there is (1) an organized township if, as of January 2,
1982, more than 75 percent of the assessed valuation of the townshlp
‘consists of iron ore or (2) a city if, as of" January 2, 1980, more than 75
percent of the assessed valuation of the city consists of iron ore.

(¢) The amount allocated under paragraph (b) will be the portion of a
township’s or city’s certified levy equal to the proportion of (1) the differ-
.ence between 50 percent of January 2, 1982, assessed value in the case
of a township and 50 percent of the January 2, 1980, assessed value in the
case of a city and its current assessed value to (2) the sum of its current
assessed value plus the difference determined in (1), provided that the
amount distributed shall not exceed $55 per capita in the case of a township
or $75 per capita in the case of a city. For purposes of this limitation,
population will be determined according to the 1980 decennial census
conducted by the United States Bureau of the Census. The county auditor
shall extend the township’s or city’s levy against the sum of the township’s
or city’s current assessed value plus the difference between 50 percent of
its January 2, 1982, assessed value and its current assessed value in the
case of a towns'hip and between 50 percent of its January 2, 1980, assessed
~value and its current assessed value in the case of a city. If the current
assessed value of the township exceeds 50 percent of the township’s January
2, 1982, assessed value, or if the current assessed value of the city exceeds
50 percent of the city’s January 2, 1980, assessed value, this paragraph
shall not apply

- Se¢. 16; Minnesota Statutes 1986 secnon 298. 75 subdivision 1,
amended to read:

Subdivision 1. [DEFINITIONS.} Except as fﬂﬂ-}‘ otherwise be provided,
the folowing weordss when used in definitions in this subdtvzswn apply to
this section; shall have the meanings herein aseribed to them

- &(a) “Aggregate material” shall seen means nonmetallic natural min-

eral aggregate including, but not limited to sand, silica sand, gravel, build-
ing stone, crushed rock, limestone, and granite. Aggregate material shall
does not include dimension stone and, dlmensmn gramte metallurgical
limestone, and dolomite. ,

2) (b) “Person” shall mesn means any individual, firm, partnershlp,
corporation, -organization, trustee assocnatlon or other entity.

3 (c) “Operator” shalt mean means any person engaged in the business-
of removing aggregate material from the surface ot subsurface of the soil,
for the purpose of sale, either directly or indirectly, through the use of the
aggregate material in a marketable product or service.

{4} (d) “Extraction site” shall mean means a plt quarry, or deposit
containing aggregate material and any contiguous property to the pit, quarry,
or deposit which is used by the operator for stockpllmg the aggregate‘
material. : : ,

- 5 (e) “Importer” shall meaﬂ means any person who buys aggregate
material produced from a county not listed in paragraph (6) or another state
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and causes the aggregate material to be 1mp0rted into a county in thlS state
which imposes a tax on aggregate material.

) (f) “County” shall mean means the counties of Stearns, Benton,
Sherburne, Carver, Scott, Dakota, Le Sueur, Kittson, Marshall, Pennington,
Red Lake, Polk, Norman Mahnomen Clay, Becker, thkm Btg Stone,
Sibley, Hennepm Washmgton and Ramsey.

Sec. 17. Minnesota Statutes 1986, section 387.212, is amended to. read:
387.212 [CONTINGENT FUND.]"

The board of county commissioners in any county may create a sheriff’s
contingent fund and may credit thereto not more than $3-000 $/0,000. The
money in such fund may be used for the advancement and reimbursement
of expenses of the sheriff and the sheriff’s office. Such moneys shali be
disbursed by the county treasurer in accordance with rules and regulations
prescribed by the board. Any balance remaining at the end Of the year shall
be transferred to the revenue fund.

Sec. 18. Minnesota Statutes 1987 Supplement, section 469.170, is amended -
by adding a subdivision to read:

Subd. 5d. [AMENDMENT OF PLANS 1 A written multiyear enterprise
zone tax credit distribution plan submitted under subdivision 5a, 5b, or
Sc, may be amended, provided that an initial amendment may be made no
sooner than two years from the date of submission of the original plan,
and subsequent amendments may be made no sooner than two years after
the most recent prior amendment.

Sec. 19. Minnesota Statutes 1986, section 473 843, subdlvtslon 2 is
amended to read:

Subd. 2. [DISPOSITION. OF PROCEEDS.]| After reimbursement to the
department of revenue for costs incurred in administering this section, the
proceeds of the fees imposed under this section, including interest and
penalties, must be deposited as follows:

(a) one-half of the proceeds must be deposited in the landfill abatement
fund estabhshed in section 473.844; and

(b) one-half of the proceeds must be deposnted inthe metropolltan landfill -
contmgency action fund established in section 473.845. .

Sec. 20. anesota Statutes 1986, section 507. 235 subdivision 1, i
amended to read: ‘

Subdivision 1. [FILING REQUIRED.] All contracts for deed executed
on or after January 1, 1984, shall be recorded within six ‘months in the
office of the county recorder or registrar of titles in the county in which
the land is situated provided that this period may be extended until October
31 of the year in which the sale occurred if the vendor’s or vendee’s failure
to pay property taxes due in the -current year prior to October 15 on a
parcel that was subdivided and classified as class 1, class 1b, or class 2a
under section 273.13 has prevented filing and recording of the contract
under section 272.121.

-Sec. 21. Laws 1982, chapter 523 arttele X1, section 1, is amended to
read:

Section 1. [DULUTH: BONDS: PURCHASE OF EQUIPMENT ] B



78TH DAY] TUESDAY, MARCH 29, 1988 - 7005

The Duluth city council may by ordinance provide for the annual issuance
of general obligation bonds in a principal anmiount not to exceed $2,000,000
annually for three years until the date provided by section 33 to provide
funds to purchase capital equipment for the city. For purposes of this law,
“capital equipment” means any equipment having an estimated useful life
of at least five years. The issuance of the bonds shall be subject to Minnesota

 Statutes, Chapter 475, except that no election shall be required except as
provided in section 2, or as requlred by the Duluth City Charter, Section
52.

Sec. 22. Laws 1982, chapter 523, artlcle XI, section 3, is amended to
read:

Sec. 3. [LOCAL APPROVAL.]

Sections 1 and 2 are effective the day after compliance with Minnesota
Statutes, Section 645.021, Subdivision 3, by the governing body of the
city of Duluth but no bonds shall be issued pursuant to this act after April
1,1985 /990. '

Sec. 23. Laws 1986, chapter 441, section 14, is amended to read:
Sec. 14. [APPROPRIATION.]

$20,000,000 is appropriated to the commissioner of natural resources.
Notwithstanding Minnesota Statutes, section 298.293 or 298.294 or any
other law, this appropriation is from the corpus of the northeast Minnesota
economic protection fund. This money is available only as a loan guarantee
for the smelting project using the COREX process and is contingent upon
receipt by the commissioner of natural resources of sufficient funding from
other sources to:complete the project. If the project is approved by the
United States department of energy prior to December 31, 1987 1988, this
appropriation does not cancel but is available until June 30 1992, or the
project is completed or abandoned, whichever occurs earlier. On July 1,
1992, $20,000,000 is-appropriated from the general funds te be taken from
the preeeeés of the tacenite eeeupﬂheﬁ tax imposed under Minnesota Stat—
utes; section 208-04= to the commissioner of natural resources to be used
only to continue the loan guarantee or to be drawn down to cover a default -
according to this subdivision. If the general fund appropriation is used to
cover a default in the loan, there shall be repaid from the northeast Min-
nesotda economic protection trust fund to the general fund one-half the
amount of the default. Payments shall be made in ten equal annual install-
ments, with the first payment made one year from the date of the default.
No interest shall be paid on these payments. An amount sufficient to make
- the repayments is appropriated from the northeast Minnesota economic
_protection trust fund. The money appropriated from the northeast Min-
nesota economic protection trust fund shall be spent only in or for the
benefit of tax relief dreas as defined in Minnesota Statutes, section 273.134.

Scc. 24. [HARDSHIP LOANS.]

Notwithstanding the limitations on the metropolitan council’s authority
to make hardship loans in Minnesota Statutes, section473.167, subdivision
2a, paragraph (b), the council may make hardship loans until December
31, 1988, to Washington county to purchase homestead property from and
provide relocation assistance to property owners affected by hardship
acquisitions incurred because of adoption of the Washington county Big
Marine Park master plan. Except as provided in this section, the hardship
loans must be made in accordance with Minnesota Statutes, section 473,167,
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subdivisions 2 and 2a. . _
Sec. 25. [REFUNDING BONDS.]

The city of Little Falls in Morrison county, by resolution of its city
council, may issue and sell general obligation refunding bonds of the city
in a principal amount not exceeding $3,300,000, the proceeds of which
are 1o be used to refund the city’s general obligation tax increment bonds -
of 1985. The refunding bonds shail be issued and sold in accordance with
Minnesota Statutes, chapter 475, except that:

(1} the reﬁmding bonds shall be treated as obligations described in
Minnesota Statutes, section 475.58, subdivision 1, paragraph (3);

(2) Minnesota Statutes, section 475.67, subdivision 12, shall not apply;

{3} the amount of bonds issued shall not be included in computmg any
debt limitation applicable to the city; and

(4) the levy of taxes reqmred by Minnesota Statutes, section 475,61, to
pay the principal of and interest on the bonds shall not be subject to any
levy limitation or be included in computing or applying any levy limitation
applicable to the city.

Sec. 26. [APPLICATION OF PROCEEDS OF REFUNDED BONDS.]

The city of Little Falls in Morrison county, by resolution of its city
council, may appropriate any of the unexpended proceeds of its general
obligation tax increment bonds of 1985, except proceeds held in the debt
service fund for the bonds, to any other municipal purpose for which the
city could issue its bonds, including the purposes set forth in Minnesota
Statutes, section475.52, subdivision ] or2,429.021,444.075, 0or469.176,
subdivision 4. To the extent that-the proceeds are appropriated for an
improvement for which special assessments are levied or tax increments
are collectible, the city shall appropriate the receipts from the special
assessments or tax increments, subject to any prior pledge of them to secure
other obligations of the city, to the payment of the general obligation tax
increment bonds of 1985, or to the payment of any refunding bonds issued
pursuant to section 25.

Sec. 27. [CITY OF HERMANTOWN; PROPERTY TAXES ON LLAND
HELD FOR ECONOMIC D_EVELOPMENT]

Notwithstanding the time limitation contained in Minnesota Statutes
1986, section 272 .02, subdivision 5, the holding of property that has been
held for seven years as of August 1, 1987, by the city of Hermantown for
later resale for economic development purposes is a public purpose under
Minnesota Statutes, section 272 .02, subdivision 1, clause (7), for a period.
not to exceed 10 years. This section does not apply if buildings or other
improvements are constructed after acquisition of the property, and if more
than one-half of the floor space of the buildings or improvements that is
available for lease to or use by a private individual, corporation, or other
entity is leased to or otherwise used by a private individual, corporation,
or other entity. This section does not create an exemption from Minnesota
Statutes, section 272.01, subdivision 2; 272.68; 273 .19, or 469.040, sub-
division 3; or other provision of law providing for the taxation of or for
payments in lieu of taxes for publicly held property which is leased, loaned,
or otherwise made available and used by a private person.

Sec. 28. [AUTHORIZATION FOR BONDS.]
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Ramsey county may issue general obligation bonds in one or more series
in an amount not to exceed $48,800,000, in the aggregate, to finance the
repair, restoration, and modernization of the Saint Paul City Hall and

- Ramsey County Courthouse building. In addition, Ramsey county may
issue general obligation bonds in one or more series in an amount not to
exceed 32,000,000, in the aggregate, to finance the restoration of the
concourse of the St. Paul union depot as a facility for the exhibition of -
works of art, the proceeds of which may not be used for that purpose until
$500,000 in operational funding has been committed by nonpublic sources.
The bonds shall be issued pursuant to Minnesota Statutes, chapter 475,
except that the bonds shall not be subject to its election requirements or
debt limits. They shall not be subject to any other debt or tax levy limitations
applicable to the county and shall not be considered in calculating amounts
subject to any other debt or tax levy limitations. Levies by the county for:
debt servicing payment for the retirement of the bonds shall be exempt
Sfromand disregarded in the calculation of all tax levy limitations applicable
to the county.

Sec. 29. [JOINT POWERS AGREEMENT ]

Before the issuance of bonds authorized under section 28, the city and
county shall enter into joint powers.agreements delineating the powers
and responsibilities of each party respecting (i) the repair, restoration,
expansion, and modernization of the ¢ity hall and county courthouse build-
ing; (it) the normal repair and maintenance of the building, and the deter-
mination of proportionate square foot exclusive usage of the building by
the county and the city; and (iii) the transfer of ownership or reversionary
interests in Lake Owasso residence, the Ramsey county workhouse, Boys
Totem Town, Woodview Detention Center, and St. Paul-Ramsey Medical
Center and any. other property the city and county agree upon.

Sec. 30. [ASSUMPTION OF DEBT,]

Ramsey county is authorized to assume all remaining debt service on
bonds issued by the city of Saint Paul for construction of §t. Paul-Ramsey
Medical Center under Laws 1957, chapter 938, section 6. The obligation
authorized to be assumed under this section is not subject to election

. requirements nor to the debt or tax levy limitations applicable to the county
and shall not be considered in calculating amounts subject to any other
debt or tax levy limitations. Any levies by the county for debr servicing
payment for the retirement of these bonds shall be exempt from all tax levy
lzmuat:ons applicable to the county.

“Sec. 31. [APPROPRIATION.]

340,750 is appropriated from.the metropolitan landfill abatement fund
and $40,750 is appropriated from the metropolitan landfill contingency
action fund to the department of revenue for ftscal vear 1989 for the purpose
of administering section 473. 843

Sec. 32. [TRANSFER.]

Effective June 1, 1988, 38,500 is transferred from the metropolitan
landfill abatement fund and $8,500 is transferred from the metropolitan
landfill contingency action fund to the department of revenue for the pur-
pose of reimbursing the department for costs incurred by the department
in administering section 473.843 during fiscal year 1988. :

Sec. 33. [EFFECTIVE DATE.|
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Sections I, 2, 5, 11, and 10 are effective July 1, 1988, Section 4 is
effective for all instruments recorded after May 31, 1987. Sections 3,12,
17,18, 19, and 31 are effective the day followmg final enactment. Sections
6 to 10 are effective July 1, 1987. Section 20 is effective the day following
final enactment.

Sections 21 and 22 are effective the day after compliance with Minnesota
Statutes, section 645.021, subdivision 3, by the governing body of the city
of Duluth.

Pursuant to Minnesota Statutes, section 645.023, subdivision 1, para-
graph (a), sections 25 and 26 are effective without local approval on the .
day following final enactment.

. Section 27 is effective the day after compliance with Minnesota Statutes,
section 645 .02 1 by the city council of Hermantown and terminates effective
with taxes levied in 1989, payable 1990.

Sections 28 to 30 are effective the day after filing of certificates of local
approval by the governing body of the city of Saint Paul and by the Ramsey
county board in compliance with Minnesota Statutes, section 645.021,
subdivision 3.

ARTICLE 16,
TECHNICAL CORRECTIONS

Sectioﬁ I. Minnesota Statutes 1987 Supplement, section 273.123, sub-
division 1, is amended to read:

Subdivision 1. [DEFINITIONS ] For purposes of this section (a) “disas-
ter or emergency’ means

(1) a major disaster as determined by the pres;dem of the United States;
(2) a natural disaster as determined by the secretary of agriculture; '

(3) a disaster as determined by the administrator of the small business
administration; or

{4) a tornado, storm, flood, earthquake, landslide, explosion, fire or
similar catastrophe, as a result of which a local emergency is declared
pursuant to section 12.29. '

(b) “disaster or emergency area” means an area

(1) in which the president of the United States, the secretary of agri-
culture, or the administrator of the small business administration has deter-
mined that a disaster exists pursuant to federal law or in which a local
emergency has been declared pursuant to section 12.29; and

(2) for which an application by the local unit of government requesting
property tax relief under this section has been received by the governor
and approved by the executive council. '

(c) “homestead property” means homestead dwelling that is classified
as class 1, /b under section 273.13, subdivision 22, paragraph (b), or 2a
property or a manufactured home or sectional home used as a homestead
and taxed pursuant to section 274.19, subdivision 8, paragraph (b), (¢),
or (d).

Sec. 2. Minnesota Statutes 1987 Supplement, section 273.124, subdi-
vigion 8, is amended to read:
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Subd. 8. [HOMESTEAD OWNED BY FAMILY FARM CORPORATION
OR PARTNERSHIFE] (a) Each family farm corporation and each partnership
operating a family farm is entitled to class 1b under section 273,13, sub-
division 22, paragraph (b), or class 2a assessment for one homestead
- occupied by a shareholder or partner thereof who is residing on the land
and actively engaged in farming of the land owned by the corporation or
partnershlp Homestead treatment applies even if legal title to the property
is in the name of the corporation or partnership and not in the name of the

. person residing on it. “Family farm corporation” and “family farm” have
the meanings given in section 500.24. - S

(b) In addition to property specified in paragraph (a), any other residences
owned by corporations or partnerships described in paragraph (a) which
are located on agricultural land and occupied as homesteads by shareholders

- or partners who are actively engaged in farming on behalf of the corporation
or partnership must also be assessed as class 2a property or as class 1b
property under section 273.13, subdivision 22, paragraph (b), but the
property eligible is limited to the residence itself and as much of the land
surrounding the homestead, not exceeding one acre, as is reasonably nec-
essary for the use. of the dwe]lmg as a home, and does not include any
other structures that may be located on it.

Sec. 3. Minnesota Statutes 1987 Supplement section 273.124, Sl.lbdl-
‘vision 11, is amended to read:

Subd. 11. [LIMITATION ON HOMESTEAD CLASSIFICATION.] If the
assessor has classified a property as both homestead and nonhomestead,
the greater of the value attributable to the portion of the property classified
" as class 1, class I1b under section 273.13, subdivision 22, pardgraph (b),
or class 2a or the value of the first tier of assessment percentages provided
under section 273.13, subdivision 22, ef subdivision 23, paragraph (a), or
subdivision 22, paragraph (b), is entitled to assessment as a homestead
under section 273.13, subdivision 22 ez, 23, and the homestead exemption
under section 275.081, subdivision 2. The limitation in this subdivision
does not apply to buildings containing fewer than four residential units or
to a single rented or leased dwelling unit located within or attached to a
private garage or similar structure owned by the owner of a homestead and
located on the premises of that homestead :

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

Sec. 4. Minnesota Statutes 1987 Supplement section 273.13, subdm-
sion 23, is ‘amended to read:

Subd. 23. [CLASS 2.] (a) Class 2a property is agrlcultural land that is
homesteaded, together with the house and garage. The first $66,000 of
market value of an agricultural homestead is valued at 30 percent. The -
remaining value of class 2a property is assessed at 40 percent of market
- value.

Noncontiguous land 'shall constitute class 2a only if the homestead is
classified as class 2a and the detached land is located in the same township
of city or not farther than two townships or cities or combination thereof
from the homestead.

Agricultural land used for purposes of a homestead and actwely farmed
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by a person holding a vested remainder interest in it must be classified
class 2a. If agricultural land is classified class 2a, any other dwellings on
the land used for purposes of a homestead by persons holding vested remain-
der interests who are actively engaged in farming the property, and up to
one acre of the land surrounding each homestead and reasonably necessary
for the use of the dwelling as a home, must also be assessed class 2a and
is entitled to the homestead credit. '

The tax to be paid on class 2a property and class 1b property under
section 273.13, subdivision 22, paragraph (b), used for agricultural pur-
poses, less any reduction received pursuant to sections 273.123 and 473H.10
shall be reduced by 52 percent of the tax. The amount of the reduction
shall not exceed $700.-

(b} Class 2b property is (1) real estate, rural in character and used
exclusively for growing trees for timber, lumber, and wood and wood prod-
ucts; and (2) real estate that is nonhomestead agricultural land. Class 2b
property is assessed at 40 percent of market value.

Agricultural land as used in this section shall mean contiguous acreage
of ten acres or more, primarily used during the preceding year for agri-
cultural purposes. Agricultural use may include pasture, timber, waste,
unusable wild land and land included in federal farm programs.

Real estate of less than ten acres used principally for raising poultry,
livestock, fruit, vegetables or other agricultural products, shall be consid-
ered as agricultural land, if it is not used primarily for residential purposes.

" The assessor shall determine and list separately on the records the market
value of the homestead dwelling and the one acre of land on which that -
dwelling is located. If any farm buildings or structures are located on this
homesteaded acre of land, their market value shall not be included in this
separate determination. :

Sec. 5. Minnesota Statutes 1986, section 273.1315, is amended to read:
273.1315 [CERTIFICATION OF 1B PROPERTY.]

‘Any property owner seeking classification and assessment of the owner’s
homestead as class 1b property pursuant to section 273.13, subdivision
22, paragraph (b), clause (2) or (3), shall file with the commissianer of
revenue for each assessment year a lb homestead declaration, on a form
prescribed by the commissioner. The declaration shall contain the following
information: :

‘(a) the information necessary to verify that the property owner or the
owner’s. spouse satisfies the requirements of section 273,13, subdivision
22, paragraph (b), for 1b classification;

(b) the property owner’s household income, as defined in section 290A.03,
for the previous calendar year; and

(c) any additional information prescribed by the commissioner.

The declaration shall be filed on or before March 1 of each year to be
effective for property taxes payable during the succeeding calendar year.
The declaration and any supplementary information received from the prop-
erty owner pursuant to this section shall be subject to section 290A.17.

The commissioner shall provide to the assessor on or before April ia
listing of the parcels of property qualifying for 1b classification.
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Sec. 6. Minnesota Statutes 1987 Supplement, scctlon 273.37, subdw:—
sion 2, is amended to read: ;

- Subd. 2. Transmission 11nes of less than 69 kv, transmission lines of 69
kv and above located in an unorganized township, and distribution lines,
and equipment attached thereto, having a fixed situs outside the corporate
limits of cities except distribution lines taxed as provided in sections 273.40
and 273.41, shall be listed with and assessed by the commissioner of

revenue in the county where situated. The commissioner shall assess such

property at the percentage of market value fixed by law; and, on or before
the 15th day of November, shall certify to the auditor ‘of each county in
which such property is located the amount of the assessment made against
each company and person owning such property.

Sec. 7. Minnesota Statutes 1987 Supplement, section 275.50, subdivi-
sion 2, is amended to read:

Subd. 2. [GOVERNMENTAL SUBDIVISION](a) “Governmental sub-
division” means a county, home rule charter city, or statutory city.

(b) “Governmental subdivision” also includes any town that receives a
distribution from the taconite municipal aid account in the levy year.

Sec. 8. Minnesota Statutes 1987 Supplement, section 275.51, subdivi-
sion 3h, is amended to read:

Subd. 3h. [ADJUSTED LEVY LIMIT BASE.] For taxes. levied in 1988
and thereafter, the adjusted levy limit base is equal to the levy limit base
computed pursuant to artiele 35 seetton 125 of subdivision 3f or Laws 1987,
article 5, section 12, for cities that had a population of less than 5,000
accardmg to the 1980 census and did.not receive raconite municipal aid
in 1986, increased by:

(a) a percentage equal to the percentage growth in the 1mp11c1t prlcc
deflator, or three percent, whichever is lesser;

(b) a percentage equal to the greater of the percentage increases in
population or in number of households, if any, for the most recent 12-month
period for which data is available, using figures derived pursuant to sub-
division 6, _

{c) one-half of the amount levied as a special levy in the previous year
for paying the costs of municipal services provided to new private industrial
and nonresidential commercial development pursuant to-section 275.50,
subdivision 5, clause (m), if the special levy is discontinued;

(d) the amount of any permanent increase in the levy limit base approved
at.a general or special election held during the 12-month period ending
September 30 of the levy year, pursuant to sectlon 275. 58, subdivisions 1
and-2; and.

() the amount, if known, equal to the decrease in federal revenue sharing
allotment from the levy year to the year in which the levy is payable;
otherwise the amount equal to the decrease in federal revenue sharing
~ allotment in the levy year as compared to the previous year if the levy base
for the previous year has not been adjusted for a decrease in federal revenue
sharing allotment.

Sec. 9. Minnesota Statutes 1987 Supplement, section 290.067, subd1-
vision 2a, is amended to read:
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Subd. 2a. [INCOME.] For purposes of this section, “income” mesns the
swn of the fellowing: :
€1 the greater of federal adtusted gross income as defined in section 62
of the Internal Revenue Code of zetro; and : '
© (2) the sum of the follewing ameunts to the extent not included in elause
| i) the amount of a passive setivity loss that is net disaHowed as a result
of seetion 469 paregraph (3 of (1 of the Internal Revenue Code and the
mﬁmwmwmmm%ﬁ
the Internal Revenue : ' )
(i) an emount equal to the total of any discherge of qualified farm
indebtedness of a selvent individual excluded from gross income under
section +08(g} of the Internal Revenue Code; '

. () interest received from the federal or a state government oF eay
instrumentality or pelitieal subdivision : :
{vii) workers” compensation;

6x) the gross amounts of payments received ip the nature of disability
income or sick pey 85 & result of aceident; sickness; or other disability;
Fothor funded B i or otherwise: 7

&) the ordinary income portion of a Jump sum distribution under section
402(e) of the Internal Revenue Code; and ‘
p}aﬁuﬂdefseeﬂeﬂ%eﬂhe}ntem&lke#eﬂueeeéeeefde{eﬁedeem—
pensation plan under section 457 of the Internal Revenue Code has the
meaning given it in section 290A.03, subdivision 3.

Sec. 10. Minnesota Statutes 1987 Supplement, section 290.092, sub-
division 5, is amended to read: :

Subd. 5. [IMPOSITION OF TAX AFTER 1989.] For taxable years begin-
ning after December 31, 1989, in addition to the taxes computed under
this chapter without regard to His sectien, the franchise tax imposed on
corporations includes a tax equal to the exeesss i any; of:

£ 40 percent of the tax imposed upon the corporation under section
55(a) of the Internal Revenue Code of 1986, as amended through December
31, 1986, apportioned to Minnesota under section 290.191. In computing
the amount of the liability under section 55(a) of the Internal Revenue
Code of 1986, the regular federal tax liability under section 55(a)(2) of
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the Internal Revenue Code of 1986, must be determined using felderai
taxable income as modified by sections 290.01, subdivisions 19¢ and 194,
290:095, and 290.21, and alternative minimum taxable income under sec-
tion 56 of the Internal Revenue Code of 1986 must be computed as if the
section 290.095 restrictions on net operating losses applled '

eétheameuﬂtefm*eemputeduﬂdefm%aptefwﬂheuﬂegﬁdtefhﬁ
seeHoR-

Sec. 11. anesota Statutes 1987 Supplement section 297A.25, sub-
d1v1swn 3, is amended to read:

-Subd. 3. [MEDICINES; MEDICAL DEVICES ] The gross recelpts from
the sale of prescribed drugs, prescribed medicine and insulin, intended for
use, internal or external, in the cure, mitigation, treatment or prevention
of illness or disease in human beings are exempt, together with prescrlptlon
glasses, therapeutlc and prosthetic devices. “Prescribed drugs” or “pre-
scribed medicine” includes over- the counter drugs or medicine prescribed
by a licensed physician.

. Sec. 12. Minnesota Statutes 1987 Supplement section 297A .44, sub-
division 1, is amended to read:

SublelSlon 1. (a) Except as’ pr0v1ded in paragraphs (b) and (c) all rev-
enues, including interest and penalties, derived from the excise and use
taxes imposed by sections 297A.01 to 297A .44 shall be deposited by the
commissioner in the state treasury and credited to thé general fund.

. {b) All excise and use taxes derived from sales and use of property and
services purchased for the construction and operation of an agricultural
resource project, from and after the date on which a conditional commitment.
for a loan guaranty for the project is made pursuant to section 41A.04,
subdivision 3, shall be deposited in the agricultural resource loan guaranty
fund. The commissioner of finance shall certify to the commissioner the
date on which the project received the conditional commitment. The amount
~ deposited in the loan guaranty fund shall be reduced by any refunds and
by the costs incurred by the department of revenue to administer and enforce
" the assessment and collection of the taxes..

(c) All revenues, including interest and penalties, derived from the excise
and use taxes imposed on sales and purchases included in section 48 52,
paragraph (i), clauses (1) and (2}, must.be deposited by the commissioner
of revenue in a separate and special fund, designated as the sports and

- health club sales tax revenue fund in the state treasury and credlted as
follows:

(1) first to the general obligation special tax bond debt service account
in each fiscal year the amount requlred by section 31, subdivision 3, para-
graph (b); and .

@ after the requirements of paragraph (a) of thls section have been met:

(i) no more than the amounts specifically approprlated to operate and
maintain factlities financed under section 8, subdivision 3; must be credited
to an amateur athletic facilities account set up for this purpose; and

(i1) the balance must be credited to the general fund.

Sec. 13. Minnesota Statutes 1987 Supplement section 473E02, Sl.lbdl—
vision 4, is amended to read :
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Subd. 4. “Residential property” means the following categories of prop-
erty, as defined in section 273,13, excluding that portion of such property
exempt from taxation pursuant to section 272.02:

(a) Class 1, 2a, 4a, 4b, 4¢, and 4d property excebt resorts and propefty
classified under section 273.13, subdivision 25, paragraph (c), clause (5);

. (b} and that portion of class 3a, 3b, and 5 property used excluswely for
residential occupancy.

Sec. 14; Minnesota Statutes 1987 Supplement, sectlon 475. 61 subdi-
vision 3, is amended to read:

Subd. 3. [IRREVOCABILITY] Tax levies so made and filed shall be
irrevocable, except as provided in this subdivision.

In each year when there is on hand any excess amount in the debt
redemption fund of a school district at the time the district makes its
property tax levies, the amount of the excess shall be certified by the school
board to the eemmissioner of edueation whe shall compute the reduced
tax levy; after adjustment for the homestead eredit replacement aid paid

te seetion 273-1394; the agrieultural eredit replacement aid p&}d
pursaant to section 273-1395; and the tax base
see%wn%?heeemmmmewefedue&&enshaﬂeemﬁythe
reduced tax levy to the county auditor and the auditor shall reduce the tax
levy otherwise to be included in the rolls next prepared by the amount
certified, unless the school board determines that the excess amount is
necessary to ensure the prompt and full payment of the obligations and any
call premium on the obligations, or will be used for redemption of the
obligations in accordance with their terms. An amount shall be presumed
to be excess for a school district in the amount that it, together with the
levy required by subdivision 1, will exceed 106 percent of the amount
needed to meet when due the principal and interest payments on the obli-
gations-due before the second following July 1. This subdivision shall not
limit a school board’s authority to specify a tax levy in a higher amount if
necessary because of anticipated tax delinquency or for cash flow needs
to meet the required payments from the debt redemption fund..

If the governing body, including the governing body of a school district,
in any year-makes an'irrevocable appropriation to the debt service fund of
moneys actually on hand or if there is on hand any excess amount in the
debt service fund, the recording officer may certify to the county auditory
the fact and amount thereof and the auditor shall reduce by the amount so
certified the amount otherwise to be included in the rolls next thereafter

prepared. .
Sec. 15. Laws 1987, chapter 268, artlcle 6, section 53, is amended to
read:
Sec. 53. [REPEALER ]

Minnesota Statutes 1986, sectlons -}—3—58- 124. 2131 subdivision 4;
124.2137; 124-2139: 124A.031, subdivision 4; 273. l]2 subdivision 9;
273.115; 273.116; 273.13, subdivisions 26, 27, 28, and 29; 273.1311,
273-1345; 273,135, subdivision 5; and 273.1391, subdivision 4, are repealed.

Sec. 16. [EFFECTIVE DATE.]

Sections 1 to 8 and 13 to 15 are effective for taxes levied in 1988,
payable in 1989, and thereafter. Section 9 is effective for taxable years



78TH DAY] TUESDAY, MARCH 29, 1988 o 7015

begmmng afrer December 31, 1986. Section 11 is effecnve for sales after
May 31 1987. Section 12 is effecnve June 12, 1957,

'ARTICLE 17
ROBBINSDALE SPECIAL. SERVICE DISTRICT

Section 1. [CITY OF ROBBINSDALE SPECIAL SERVICE DISTRICT;
DEFINITIONS.]

Subdivision 1. [APPLICABILITY] For purposes of sections 1 10 10, the
terms in this section have the meanings given them.

Subd. 2. [CITY.] “City” means the city of Robbinsdale.

Subd. 3. [SPECIAL SERVICES.] “Special services” means all services
rendered or contracted for by the city, including, but not limited to: :

(a) the repair, maintenance, operation, and construction of any improve-
ments authorized by section 429.021; :

{b) parking services rendered or contracted for by the city; and

{c) any other service provided to the public by the city that is authorized
by law or charter,

Special services do not include a service that is ordmarzly provided
throughout the cuy from general fund revenues of the city unless an increased
level of the service is provided in the special service district.

Subd. 4. [SPECIAL SERVICE DISTRICT.] “'Special service district”
means a defined area within the city where special services are rendered
and the costs of the special services are paid from revenues collected from
service charges imposed within that area.

Subd. 5. [ASSESSED VALUE.] ‘Assessed 'va_lice” means the assessed
value most recently certified by the county auditor before the effective date
of the ordinance or resolution adopted under section 2 or-3.

Subd. 6. [LAND AREA.] “Land area” means the land area in the district
that is subject to property taxes.

Sec. 2. [ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.]

Subdivision 1. [ORDINANCE.] The governing body of the city may
adopt an ordinance establishing a special service district. Only property
which is classified under section 273 .13 and used for commercial, indus-
trial, or public utility purposes, or is vacant land zoned or designated on
a land use plan for commercial or industrial use and located in the special
service district, may be subject to the levies and charges imposed by the
city on the special service district. Othert ypes of property may be included
within the boundaries of the special service district but are not subject to
the levies or charges imposed by the city on the special service district.
If 50 percent or more of the market value of a parcel of property is classified
under section 273.13 as commercial, industrial, or vacant land zoned or
designated on a land use plan for commercial or industrial use, or public |
utility for the current assessment year, then the entire market value of the
property is subject to a service charge based on assessed value for purposes
of sections I to 10. The ordinance shall describe with particularity the
area within the city to be included in the district and the special services
to be furnished in the district. The ordinance may not be adopted until
after a publtc hearing has been held on the question. Nottce of the hearing
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shall include the time and place of hearing, a map showing the boundaries
of the proposed district, and a siatement that all persons owning property
in the proposed district will be given opportunity to be heard at the hearing,

Subd. 2. [NOTICE.] Notice of the hearing must be given by publication

" in at least two issues of the official newspaper of the city. The two pub-

lications must be two weeks apart and the hearing must be held at least
three days after the last publication. Not less than ten days before the
hearing, notice must also be mailed to the owner of each parcel within the
area proposed to be included in the district. For the purpose of giving
mailed notice, owners are those shown on the records of the county auditor.
Other records may be used to supply the necessary information. For prop-
erties that are tax exempt or subject to taxation on a gross earnings basis
in lieu of property tax and are not listed on the records of the county
auditor, the owners must be ascertained by any practicable means and
mailed notice given them. At the public hearing a person affected by the
proposed district may be heard orally in respect to any issues relevant to
the proposed district. The hearing may be adjourned from time to time
and the ordinance establishing the district may be adopted at any time
within six months after the date of the conclusion of the hearing by a vote
of the majority of the governing body of the city.

Sec. 3. [SERVICE CHARGE AUTHORITY; NOTICE AND HEARING
REQUIREMENTS.] : _ - :

Subdivision 1. [HEARING.] Service charges may be imposed by the city
within the special service district at a rate or amount sufficient to produce
the revenues required to provide special services in the district. To deter-
mine the appropriate mill rate for a service charge based on assessed
value, taxable property or value must be determined without regard to
captured or original assessed value under section469.177. Service charges
may not be imposed to finance a special service if the service is ordinarily
provided by the city from its general fund revenues unless the service is
provided in the district at an increased level. In that case, only an amount
to pay for the increased level may be impased. A service charge may not
be imposed on the receipts from the sale of intoxicating liquor, food, or
lodging. Before the imposition of service charges in a district, for each
calendar year, notice must be given and a hearing must be held under
section 2 and notice must also be mailed to any individual or business
organization subject to a service charge. For purposes of this section the
notice shall also include: : : a :

{1} a statement that all interested persons will be given ari opportunity
to be heard at the hearing regarding a proposed service charge;

(2) the estimated cost of improvements to be paid for in whole or in part
by service charges imposed under this section, the estimated. cost of oper-
ating and maintaining the improvements during the first year and com-

- pletion of the improvements, the proposed method and source of financing
the improvements, and the annual cost of operating and maintaining the
improvements; L :

(3} the proposed rate or amount of the proposed service charge to be
imposed in the district during the calendar year and the nature and char-
acter of special services to be rendered in the district during the calendar
year, and ' ) )

(4) a statement that the petition requirements of section 8 have either
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been met or do not apply to the proposed service charge.

Within six months of the public hearing, the city may adopt a resolution
imposing a service charge within the district not exceeding the amount or
rate expressed in the notice issued under this section.

" Subd. 2. [EXEMPTION OF CERTAIN PROPERTIES FROM TAXES
AND SERVICE CHARGES.] Property exempt from taxation by section
272.02 is $ exempt from any service charges imposed under sections I to
10.

Subd. 3. [LEVY LIMIT] Service charges imposed under sections I to
10 are not included in the calculation of levies or lmuts on levies imposed
under law or charter.

- Sec. 4. [ENLARGEMENT OF SPECIAL SERVICE DISTRICTS. ]

Boundaries of a special service district may be enlarged only after
hearing and notice as provided in sections 2 and 3. Notice must be served
in the original district and in the area proposed 1o be added to the district.
Taxable property added to the district is subject to all service charges
imposed within the district after the property becomes a part of the district,
The petition requirement in section 8 and the veto power in section 9 apply
only fo owners, individuals, and business organizations in the area pro-
posed to be added 1o the district.

Sec. 5. [COLLECTION OF SERVICE CHARGES.] Service charges may
be imposed on the basis of the assessed value of the property on which
the service charge is imposed, but must be spread only upon the assessed
value of the taxable property described in the ordinance. Service charges
based on assessed value may be payable and collected at the same time
and in the same manner as provided for payment and collection of ad
valorem taxes. Other service charges imposed must be collected as provided
by ordinance. Service charges based on assessed value collected under
sections 1 to 10 are not included in computations under section 469.177
or any other law that applies to general ad valorem levies.

Sec. 6. [BONDS.]

At any time after a contract for the construction of all or part of an
improvement authorized under this act has been entered into or the work
has been ordered done by day labor, the governing body of the city may
issue obligations in the amount it deems necessary to defray in whole or
in part the expense incurred and estimated to be incurred in making the
improvement, including every item of cost from inception to completion
and all fees and expenses ificurred in connection with the improvement or
the financing. The obligations are payable primarily out of the proceeds
of the service charge based on assessed value imposed under section 3,
_ or from any other special assessments or nontax revenues available to be
pledged for their payment under charter or statutory authority, or from
two or more of those sources. The governing body may, by resolution
adopted prior to the sale of obligations, pledge the full faith, credit, and
taxing power of the city to assure payment of the principal and interest if
the proceeds of the service charge in the district are insufficient to pay
the principal and interest. The obligations must be issued in accordance
- with chapter 475, except that an election is not required, and the amount
of the obligations need not be included in determining the net debt of the
city under the provisions of any law or charter limiting debt.
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Sec. 7. [ADVISORY BOARD.]

The governing body of the city may create and appoint an advisory
board for each special service district in the city to advise the governing
body in connection with the construction, maintenance, and operation of
improvements, and the furnishing of special services in a district. The
advisory board shall make recommendations to the governing body on the
requests and complaints of owners, occupants, and users of property within
the district and members of the public. Before the adoption of any proposal
by the governing body to provide services or impose service charges within
the district, the advisory board of the district shall have an opportunity
to review and comment upon the proposal. C

Sec. 8. [PETITION REQUIRED.]

No action may be taken under section 2 unless owners of 25 percent or
more of the land area of the proposed special service district and owners
- of 25 percent or more of the assessed value of the proposed special service
district file a petition requesting a public hearing on the proposed action
with the city clerk. No action may be taken under section 3 to impose a
service charge based on assessed value unless owners of 25 percent or
more of the land area subject to a proposed service charge and owners of
25 percent or more of the assessed value subject to a proposed service
charge file a petition regquesting a public hearing on the proposed action
with the city clerk. No action may be taken under section 3 to impose any
other type of service charge unless 25-percent or more of the individual
or business organizations subject to the proposed service charge file a
petition requesting a public hearing on the proposed action with the city
clerk. If the boundaries of a proposed district are changed or the land
area or assessed value subject to a service charge or the individuals or
business organizations subject to a service charge are changed after the
public hearing, a petition meeting the requirements of this section must
be filed with the city clerk before the ordinance establishing the district
or resolution imposing the service charge may become effective.

Sec. 9. [VETO POWER OF OWNERS.]

Subdivision 1. [NOTICE OF RIGHT TO FILE OBJECTIONS.] Except
as provided in section 10, the effective date of any ordinance or reselution
adopted under sections 2 and 3 must be at least 45 days after it is adopted.
Within five days after adoption of the ordinance or resolution, a summary
of the ordinance or resolution must be mailed to the owner of each parcel
included in the special service district and any individual or business
organization subject to a service charge in the same manner that notice
is mailed under section 2. The mailing must include a notice that owners
subject to a service charge based on assessed value and individuals and
business organizations subject to a service charge have a right 1o veto the
ordinance or resolution by filing the required number of objections with
the city clerk before the effective date of the ordinance or resolution and
that a copy of the ordinance or resolution is on file with the city clerk for
public inspection.

Subd. 2. [REQUIREMENTS FOR VETO.] If owners of 50 percent or
more of the land area in the district subject to the service charge based
on assessed value and owners of 30 percent or more of the assessed value
in the district subject to the service charge based on assessed value file
an objection to the ordinance adopted by the city under section 2 with the
city clerk before the effective date of the ordinance, the ordinance does
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not become effective. If owners of 50 percent or more of the land area
‘subject to the service charge based on assessed value and owners of 50
percent or more of the assessed value subject to the service charge based
on assessed value file an objection to the resolution adopted imposing a
service charge based on assessed value under section 3 with the city clerk
before the effective date of the resolution, the resolution does not become
effective. If 50 percent or more of individuals and business organizations
subject to a service charge file an objection to the resolution adopted
imposing a service charge under section 3 with the city clerk before the
effective date of the resolution, the resolution does not become effective.

Sec. 10. [EXCLUSION FROM PETITION REQUIREMENTS AND VETO
POWER. ] .

The petition reqmremenrs of section & and the right of owners and those
subject to a service charge to veto a resolution in section 9 do not apply
to second or subsequent years' applications of a service charge that is
authorized to be in effect for more than one year under a resolution that
has met the petition requirements of section 8 and which has not been
vetoed under section 9 for the first year’s application. A resolution imposing
a service charge for more than one year must not be adopted unless the
notice of public hearing required by section 3 and the notice mailed with
the adopted resolution under section 9 include the foliowing mformanon

(1) in the case of improvements, the maximum service charge to be
imposed in any year and the maximum number of years the service charges
imposed to pay for the improvement; and

(2) in the case of operating and mainténance services, the maximum
service charge to be imposed in any year and.the maximum number of
years, or a statement that the service charge will be imposed for an indef-
inite number of years, the service charges imposed to pay for operation
and maintenance services. ’

The resolution may provrde that the maximum service charge to be
imposed in any year will increase or decrease from the maximum amount
authorized in the preceding year based on an indicator of increased cost
or a percentage amount established by the resolution.

ARTICLE 18
MINNEAPOLIS NEIGHBORHOODS SPECIAL SERVICE DISTRICTS
Section 1. IDEFINITIONS.]

Subdivision 1. [TERMS DEFINED] For the purposes of this article,
the terms defined in this section have the meanings given.

Subd. 2. [CITY.] “City” means the city of Minneapolis.

Subd. 3. [SPECIAL SERVICES.] “Special services” means the followmg
services rendered or contracted for by the czry

(1) snow and ice removal;
{2) sweeping and cleaning sidewalks, curbs, gutters, streets, and alleys;
(3) litter, poster, and handbill removal; -

(4) construction, repair, operation, and maintenance of sidewalks, curbs,
gutters, bus shelters, lighting, benches, chairs, tables, telephone booths,
traffic signs, fire hydrants, newsstands, kiosks, trash receptacles, utility
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connections, marquees, awnings, canopies, dzsplay cases, mformatton boorhs,
and banners,

(5) landscaping, planting, repair, maintenance;, and care of trees, shrubs,
bushes, flowers, grass, and other decorative materials;

(6) security peréonne[ equipment, and systems, '

"(7) approval and supervision of speczal activities;

{(8) insurance; and '

(9) administration, coordination, studies, and preparation of designs. -

Special services do not include a service that is ordinarily provided
. throughout the city from general fund revenues of the city unless an increased
level of the service is provided in the special service d:smct ‘

Special service district funds may be used to pay operating costs of a
neighborhood business association composed of a majority of owners or
operators of businesses located within the district. ‘

Subd. 4. [SPECIAL SERVICE DISTRICT.] “Special service district”
or “‘district” means a defined area within the city where special services
are rendered and their cost is paid from revenues collected from service
charges imposed within that area.

Subd. 5. [ASSESSED VALUE.] “Assessed value’ means the assessed
value most recently certified by the county auditor before the effective date
of an ordinance or resolution adopted under section 2 or 3.

Sec. 2. [ESTABLISHMENT OF SPECIAL SERVICE DISTRICT]

Subdivision 1. [ORDINANCE.] Upon receiving a petiiion from 25 per-
.cent or more of the owners of commercial property in an area, the gov-
. erning body of the city may adopt an ordinance establishing a special
. service district in any area zoned for commercial, business, or industrial
use outside of the area bounded by the Mississippi river and the centerlines .
of 10th Avenue South, Washington Avenue South, Chicago Avenue South,
South 3rd Street, 11th Avenue South, South 6th Street, 5th Avenue South,
South 12th Street, 4th Avenue South, East 16th Street, Marquette Avenue
South, Grant Street, Willow Street, Harmon Place, Interstate Highway 94,
Highway 12, North 12th Street, and 3rd Avenue North,; and, south of 28th
Street, west of Fremont Avenue South, north of 31st Street, and east of
Humboldt Avenue South; and outside any other existing special service
district. Only property that is used for commercial, business, or industrial
purposes and located in the district may be subject to the charges imposed

" by the city on the district. Other types of property in the district and
property or a portion of a property located within the district and used
for residential purposes may receive services but are not subject to the
charges imposed by the city on the district. The ordinance shall: describe
with particularity the area to be included in the district and the special
services to be furnished in the district. The ordinance may be adopted only
after a public hearing has been held on the question. Notice of the hearing
shall include: ,

{1} the time and place of the hearing;

(2) the boundaries of the area by legal description and by street location
where possible; and

- {3) a statement that all persons owning property in the proposed district -
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" will be given the opportunity to be heard at the hearing.

Subd. 2. [INOTICE; HEARING. | Notice of the hearing shall be given by
publication in two issues of the official newspaper of the city. The two
publications shall.be a week apart and the hearing shall be held at least
three days after the last publication. :

Not less than ten days before the hearmg, notice shall also be mailed
to the owner.and property taxpayer of each parcel within the area proposed
to be included in the district. For the purpose of giving mailed notice,
owners shall be those shown on the records of the county auditor. For
properties that are tax exempt or subject (o taxation on a gross earnings.
basis in lieu of property tax and not listed on the records of the county
auditor or the county treasurer, the owners shall be ascertained by any
practicable means and mailed notice given them. Other records may be
used to supply necessary information.

At the public hearing, any person affected by the proposed district may
be heard orally in respect to any issues embodied in the notice. The hearing
may be adjourned from time'to time. The ordinance establishing the district
may be adopted at any time within six months after the date of the con-
clusion of the hearing by a vote of the majority of the governing body of
the city.

Subd. 3. [USE OF CITY EMPLOYEES. ] If the city determines that any
of the special services to be provided are under the jurisdiction of a city
public employee bargaining unit, the city shall negotiate with that unit to
determine whether that service shall be provided by the city or contracted
for with another service provider.

Sec. 3. [RATE OF SERVICE CHARGE,; NOTICE AND HEARING
REQUIREMENTS.]

Subdivision I. [HEARING.] Service charges-may be imposed by the city
w:thm the special service district at a rate or amount sufficient to produce
revenues required 1o provide special services within the district. For pur-’
poses of determining the appropriate mill rate for a service charge based
on assessed value, taxable property or value shall be determined without
regard to captured or original assessed valie under section 469.177 or to
the distribution or contribution value under section 473F08. Service charges
shall not be imposed to finance a special service if the service is ordinarily
provided by the city from general fund revenues of the city unless the
service is provided in the district at an increased level, in which case, a
service charge may be imposed only to pay the amount for the increased
level of service. A service charge shall not be imposed on the receipts from
the sale of intoxicating liquor, food, or lodging. Each calendar year, before
the imposition of service charges in a district, -notice shall be given and
a hearing held as provided by section 2. Notice shall also be mailed to
any individual or business organization subject to a service charge. For
purposes of this section, the notice shall also include:

(1) a starement that all interested persons will be given an opporitunity
to be heard at the hearing; and

(2) the proposed rate or amount of the proposed service charge to be
imposed in the district during the calendar year and the estimated cost,
nature, and character of special services o be rendered in the district
during the calendar year.
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Within six months of the public hearing, the city may by resolution impose
a service charge within the district not exceeding the amount or rate
expressed in the notice issued under this section.

Subd. 2. [EXEMPTION OF CERTAIN PROPERTIES FROM TAXES.]
-Property exempted from taxation by Minnesota Statutes,. section 272.02,
is exempt from any service charge based on assessed value imposed under
this article.

Subd. 3. [SERVICE CHARGE ABATEMENT. ]| An individual or business
organization subject to the service charge imposed under subdivision 1
may apply to the city for a service charge abatement for that calendar
year on the basis of economic hardship. The city may grant the abatement
of the service charge for the calendar year if the city determines that an
economic hardship exists.

Sec. 4. [ENLARGEMENT OF SPECIAL SERVICE DISTRICTS.]

Boundaries of a special service district may be enlarged only after
hearing and notice as provided by sections 2 and 3. Notice shall be served
in the original district and in the area proposed to be added. Property
added to the district shall be subject 1o all service charges imposed within
the district after the property becomes a part of the district. On the question
of enlargement, the veto power provided by section 10 may be exercised
only by owners and individuals and business organizations in the area
proposed to be added to the district.

Sec. 5. [COLLECTION OF SERVICE CHARGES].] Service charges
may be imposed on the basis of the assessed value of the property on which
the service charge is imposed, but must only be imposed on the property
described in the ordinance. Service charges based on assessed value may
be payable and collected at the same time and in the same manner as
provided for payment and collection of ad valorem taxes. Other service
charges imposed shall be collected as provided by the ordinance. Service
charges based on assessed value imposed under this article are not subject
to the provisions of Minnesota Statutes, section 469.177 and chapter 473F

Sec. 6. [BONDS.]

At any time after a contract for all or part of an improvement authorized
pursuant to this article has been entered into or the work has been ordered
done by day labor, the governing body may issue obligations in the amount
it deems necessary to defray in whole or in part the expense incurred or
estimated to be incurred in making the improvement, including every item
of cost from the inception to completion and all fees and expenses incurred
in connection with the improvement or its financing. The obligations shall
be payable primarily out of the proceeds of the service charge imposed

“under section 3. The governing body may, by resolution adopted before
the sale of obligations, pledge the full faith, credit, and taxing power of
the city to assure payment of the principal and interest if the proceeds of
the service charge based on assessed value in the special service district
are insufficient to pay the principal and interest. Obligations shall be issued
in accordance with Minnesota Statutes, chapter 475, except that an election
shall not be required and the amount of the obligation shall not be included
in determining the net debt of the city under any provision of law or charter
that limits debt. ‘

Sec. 7. [LEVY LIMIT,]
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Serv:ce charges imposed under this article shall be disregarded in the
calculation of levies or limits on levies imposed under law or charier.

Sec. 8. [EXPIRATION.]

A special service district established under this article shall expire four
years after the date of its establishment unless renewed as provided by
section 2. After the expiration or termination of a district, service charges
may continue to be imposed in the district 1o pay the costs of an Improve-
ment specified in section 1, subdivision 3, clause (4).

Sec. 9. [ADVISORY BOARD.]

The city council shall create and appoint an advisory board for the
special service district to advise the governing body in connection with
_the furnishing of special services in the district. The advisory board shall
make recommendations to the governing body on the requests and com-
plaints of owners, occupants, and users of property within the district and
members of the public. Before adoption of any proposal by the governing
body to provide services or impose service charges within the district, the
advisory board shall have an opportunity to review and comment upon
the proposal. All members of the advisory board shall be property owners,
tenants, or residents of the district,

Sec. 10. [VETO POWER OF OWNERS.]

Subdivision 1. An ordinance or resolution adopted pursuant to sections
2 and 3 shall take effect no sooner than 45 days after it is adopted, Within
five days after its adoption, a copy shall be mailed 10 the owner and
property taxpavyer of each parcel included in the special service district
and any individual or business organization subject to a service charge
in the same manner as notice is mailed under section 2. The mailing shall
include a notice that owners subject to a service charge based on assessed
value and individuals and business organizations subject to a service charge
“have a right ro veto the ordinance or resolution by filing the required
-number of objections with the city clerk before the effective date of the
ordinance or resolution.

Subd. 2. If owners of at least 35 percent of the land area and owners
of at least 35 percent of the assessed value in the district file an objection
to the ordinance or resolution adopted by the city pursuant to section 2
with the city clerk before its effective dare, the ordinance or resolution
shall not take effect. If owners of at least 35 percent of the land area subject
to a service charge based on assessed value and owners of at least 35
percent of the assessed value subject to a service charge file an objection
to an ordinance or resolution adopted by the city imposing a service charge
based on assessed value pursuant to section 3 with the city clerk before
its effective date, the ordinance or resolution shall not take effect If owners
of at least 35 percent of the land area subject to a service charge and
owners of at least 35 percent of the assessed value in the district subject
to a service charge file an objection to the resolution adopted by the city
imposing a service charge pursuant to section 3 with the city clerk before
its effective date, the resolution shall not rake effect.

Sec. 11. [EXCLUSION FROM VETO POWER.]

The right of owners and those subject to a service charge. to veto an
ordinance or resolution as provided by section 10 does not apply to second
or subsequent years' applications of a service charge that is authorized
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to be in effect for more than one year. An ordinance or resolution imposing
a service charge for more than one year shall not be adopted unless the
notice of public hearing required by section 2 and the notice mailed with
the adopted ordinance or resolution pursuant to section 10 includes the
Sfollowing information: . ' '

fa) In the case of an improvement, the maximum service charge 10 be
imposed in any year and the maximum number of years that the service
charges imposed to pay for the improvement.

(b) In the case of operating and maintenance services, the maximum
service charge to be imposed in any year and the maximum number of
years that the service charges imposed to pay for the operation and main-
tenance services, or a statement that the service charge will be imposed
for an indefinite number of years. :

The ordinance or resolution may provide that the maximum service
charge 1o be imposed in any vear will increase or decrease from the
maximum amount authorized in the preceding year based on an indicator
of increased cost or a percentage amount established by resolution.

Sec. 12. [LOCAL APPROVAL.]

This article takes effect the day after the governing body of the city of
Minneapolis complies with Minnesota Statutes, section 645.021, subdi-
vision 3.

ARTICLE 19 ‘
MINNEAPOLIS DOWNTOWN SPECIAL SERVICE DISTRICTS
Section 1. [DEFINITIONS.]

' Subdivision 1. [TERMS DEFINED.} For purposes of sections 1 10 10,
the terms in this section have the meanings given them.’

Subd. 2. [CITY.] “City” means the city of Minneapolis.

Subd. 3. [PEDESTRIAN MALL.] “Pedestrian mall” means an improve-
ment designed and used primarily for the movement, safety, convenience,
and enjoyment of pedestrians, whether or not a part of a street is set apart
for a roadway for emergency vehicles, transit vehicles, or private vehicles’
at some or all times. A pedestrian mall includes related sidewalks, moving
sidewalks, curbs, gutters, streets, parks, playgrounds, plazas, recreational
facilities, performance areas, bus shelters, transit facilities and vehicles,
sound and video systems, overhead and underground radiant heating devices,
lighting, benches, chairs, tables, sculpture, telephone booths, traffic signs,
fire hydrants, newsstands, kiosks, trash receptacles, utility connections,
marquees, awnings, canopies, walls, bollards, chains, paintings, murals, .
alleys, display cases, fountains, sprinkier systems, restrooms, information
booths, aquariums, aviaries, pedestrian tunnels, banners, pedestrian bridges,
pedestrian ramps, pedestrian overpasses, pedestrian underpasses, drain-
age, Sewers, and water mains. A pedestrian mall does not include a plaza
adjacent to a convention center.

Subd. 4. [SPECIAL SERVICES.] “Special services” means the fé![owing
services rendered or contracted for by the city:

fa) snow and ice removal;

{b) sweeping and cleaning of sidewalks, curbs, gutters, streets, and
allevs; .
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(c) litter, poster, and handbill removal;
(d) construction, repair, operauon and maintenance of pedestrian malls;

fe) repair and maintenance of capital improvements constructed with
funds other than special service dzsrrzcr proceeds;

{f) landscaping, planting, repdir, mamtenance and care of trees, shrubs,
bushes, flowers, grass, and other decorative materials;

(g) security personnel equipment, and systems and coordination of pri-
vate security, including lighting;

{h) operation of public fransit;

(i) information and signs relating to parking and vehicle and pedestrian
movement at street and skyway levels,

(j) approval, supervision, and coordination of special activities; and

(k) administration, coordination, studies, and preparation of designs.

Special services do not include a service that is ordinarily provided throughout
the city from general fund revenues of the city unless an increased level
of the service is provided in the special service district.

Subd. 5. |[SPECIAL SERVICE DISTRICT.] “Special service district”
means a defined area within the city where special services are provided
or contracted for and the costs of the special services are paid from rev-
enues collected from service charges imposed within that area.

Subd. 6. [ASSESSED VALUE.] ‘Assessed value” means the as;sessed
value most recently certified by the county auditor before the effective date
of an ordinance or resolution adopted under section 2 or 3.

Sec. 2. [ESTABLIISHMENT OF SPECIAL SERVICE DiSTRICT]

Subdivision 1. [ORDINANCE.] The governing body of the city may
adopt an ordinance establishing special service districts in that part of
the city bounded by the centerlines of the Mississippi River, 10th Avenue
South, Washington Avenue South, Chicago Avenue South, South 3rd Street,
11th Avenue South, South 6th Street, 5th Avenue South, South [2th Street,
4th Avenue South, East 16th Street, Marquette Avenue South, Grant Street,
Willow Street, Harmon Place, Interstate Highway 94, Highway 12, North
12th Street and 3rd Avenue North. Only property that is zoned for com-
mercial, business, or industrial purposes or classified as public wtility or
vacant land and located in the special service district may be subject to
the charges imposed by the city on the special service district. The ordi-
nance must specifically describe the area within the city to be included in
the district and the special services to be furnished in the district. The
- ordinance must state the reasons for establishment of a district. The ordi-
nance may not be aa’opted until after a public hearmg has been held on
the question.

Subd. 2. [CONTRACTORS.] Notwi thstanding any other provision of law
or charter to the contrary, the city may provide or contract for services
in the district. All hiring by contractors must be done in accordance with
the Federal Civil Rights Act of 1964, Unired States Code, title 21, sections
2000e to 2000e-17; Minnesota Statutes, section 363.03; and the ane-
apolis Code of Ordinances, chapters 139 and 141.
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Subd. 3. [CITY EMPLOYEES.] Job activities for special services that
are under the jurisdiction of any city public employee bargaining unit must
be performed by a member of the bargaining unit.

Subd. 4. [NOTICE.] Notice of the hearing must be given by publication
in two issues of the official newspaper of the city. Notice of the hearing
shall include the time and place of hearing, a map showing the boundaries
of the proposed district, and a statement that all persons owning property
in the proposed district will be given opportunity to be heard at the hearing.
The two publications must be a week apart and the hearing must be held
at least three days after the last publication. Not less than ten days before
the hearing, notice must also be mailed to the owner of each parcel within
the area proposed to be included in the district and subject to service
charges. For the purpose of giving mailed notice, owners are those shown
on the records of the county auditor. Other records may be used to supply
the necessary information. For properties that are tax exempt or subject
to taxation on a gross earnings basis in lieu of property tax and that are
not listed on the records of the county auditor, the owners must be ascer-
tained by any practicable means and mailed notice given them.

Subd: 5. [PETITION; HEARING.] A public hearing may not be held on
the establishment of a special service district under section 2 unless owners
of at least 15 percent of the land area of the proposed district and the
owners of at least 15 percent of the assessed value of the district file a
petition with the city clerk requesting the hearing. At the public hearing
a person affected by the proposed district may be heard orally in respect
to any issues relevant to the proposed district. The hearing may be adjourned
from time to time and the ordinance establishing the district may be adopted
at any time within six months after the date of the conclusion of the hearing
by a vote of the majority of the governing body of the city.

Subd. 6. [LEVEL OF SERVICE.] The governing body of the city shall
not transfer the financial burden of citywide services to the district nor
discriminate against the district in reductions and increases in citywide
services because of the existence of the district. Prior to establishment of
a district, the city and the downtown management board, provided in
section 8, shall meet to review the level of services in the downtown area
in order to assure that downtown is equitably served through the city’s
normal operating budget. They shall meet each succeeding vear prior to
the adoption of a budget for the district and prior to imposition of a service
charge in the district under section 3, ' :

Sec. 3. [SERVICE CHARGE; NOTICE AND .HEARING
REQUIREMENTS.]

Subdivision 1. [SERVICE CHARGES.] Service charges may be imposed
by the-ciry within the special service district ar a rate or amount sufficient
to produce the revenues required to provide special services in the district,
Service charges must be reasonably related to the special services provided.
To determine the appropriate mill rate for a service charge based on
assessed value, taxable property value must be determined without regard
to captured or original assessed value under Minnesota Statutes, section
469.177, or to the distributiorn or contribution value under Minnesota
Statutes, section 473F08. '

Subd. 2. [HEARING; NOTICE.] Before the imposition of service charges
in a district, for each calendar year, notice must be given and a hearing
must be held under section 2, and notice must also be mailed to any
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individual or business organization subject to a service charge. For pur-
poses of this section, the notice shall also include:

{a) a statement that all interested persons will be given an opportuniry
to be heard at the hearing regarding a proposed service charge;

'(b) the estimated cost of improvements 10 be paid for in whole or in part
by service charges imposed under this section, the estimated cost of oper-
ating and maintaining the improvements during the first year after com-
pletion of the improvements, the proposed method and source of financing
the improvements, and the annual cost of operating and maintaining the
improvemerits; and : : ‘

fc) the nature and characier of special services fo be provided in the
district during the calendar year and the proposed service charge to be
imposed in the district during the calendar year.

Subd. 3. [ADOPTION OF RESOLUTION.] Within six months of the
public hearing, the city may adopt a resolution imposing a service charge
within the district not exceeding the amount or rate expressed in the notice
issued under this section. The resolution must describe the basis on which
a service charge was determined.

Subd. 4. [EXEMPTION OF CERTAIN PROPERTIES.] In addition to the
exemptions from service charges under section 2, subdivision 1, property
exempt from taxation by Minnesota Statutes, section 272.02, is exempt
from any service charges based on assessed value imposed under sections
lto9. .

Subd. 5. [LEVY LIMIT.] Service charges imposed under sections I to
-9 are not included in the calculation of levies or limits on levies imposed
under law or charter. : ‘

Sec. 4. [LIMITATIONS.]

Subdivision 1. [SERVICES EXPENDITURES CAP] Service charges
imposed in the special services district in any year for special services
specified in section I, subdivision 4, with the exception of construction
under clause (d), must not exceed an amount equal to the funds raised by
alevy of three mills on current assessed value in the district under property
tax classifications in effect on July 1, 1987. '

Subd. 2. [CAPITAL EXPENDITURES CAP] service charges imposed
in the special services district in any year for construction of an improve-
ment specified in section !, subdivision 4, clause (d), must not exceed 50
percent of the total costs of the improvement, including interest, payable
in that year. At least 20 percent of the total costs of the project must be
specially assessed against benefitted property pursuant to Minnesota Stat-
utes, chapter 429 or 430, : .

Subd. 3. [VETO OF ESTABLISHMENT.] The effective date of any estab-
lishment of a special service district under section 2 must be at least 45
days after it is adopted. Within five days after adoption, a summary of the
ciry council action must be mailed 1o the owner of each parcel included
in the special service district in the same manner that notice is mailed
under section 2. The mailing must include a notice that owners have a
right 10 veto the action by filing the required number of objections with
the city clerk before the effective date of establishment and that a copy of
the action is on file with the city clerk for public inspection. If owners of
at least 35 percent of the land area included in the special service district .
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or owners of at least 35 percent of the assessed value in the district file
an objection to the establishment under section 2 with the city clerk before
the effective date, the establishment does not become effective. In the event
of a veto, no district shall be established during the current city fiscal
vear and until a petition meeting the qualifications set forth in this sub-
division for a veto has been filed.

Subd. 4. [VETO OF PEDESTRIAN MALLS.] The effective date of any
tax levy orimposition of service charge for construction of an improvement
specified in section I, subdivision 4, clause (d), under section 3 must be
at least 45 days after it is adopted. Within five days after adoption, a
sumntary of the city council action must be mailed to the owner of each
parcelincluded in the special service district and any individual or business
organization subject 1o a service charge in the same manner that notice
is mailed under section 2. The mailing must include a notice that owners
subject to a service charge based on assessed value and individuals and
business organizations subject to a service charge have a right to veto the
action by filing the required number of objections with the city clerk before
the effective date of the levy or imposition and that a copy of the action
is on file with the city clerk for public inspection. If owners of at least 35
percent of the land area subject to a service charge based on assessed
_ value or owners of at least 35 percent of the assessed value subject to the
service charge based on assessed value file an objection to the tax levy
with the city clerk before the effective date, the service charge based on
assessed value does not become effective. If individuals and business orga-
nizations subject to at least 35 percent of a service charge file an objection
to imposition of the service charge with the city clerk before the effective
date, the service charge does not become effective. In the event of a veto,
no service charge imposed in the district for a pedestrian mall during the
current city fiscal year and until a petition meeting the qualifications set
forth in this subdivision for a veto has been filed. Service charges may
conrtinue to be levied and imposed in the district, regardless of a veto under
this subdivision, to pay the costs of construction of an improvement spec-
ified in section -1, subdivision 4, clause (d), for which debt has been
incurred and a service charge imposed during a prior year.

Subd. 5. [VETO OF SERVICES.] Each vear aftér the fourth year after
establishment of a district, the veto provisions of this subdivision apply,
except that a veto is not effective until the year following the year of the
veto. Four years after establishment df a district, the effective date of any
imposition of service charge under section 3 for services specified in
section I, subdivision 4, with the exception of construction under clause
- {d), must be at least 45 days after it is adopted. Within five days after

adoption, a summary of the city council action must be mailed to the owner
of each parcel included in the special service district and any individual
- or business organization subject to a service charge, in the same manner
that notice is mailed under section 2. The mailing must include a notice -
that owners subject to a service charge based on assessed value and indi-
viduals and business organizations subject to a service charge have a right
to veto the action by filing the required number of objections with the city
clerk before the effective date of the imposition, and that a copy of the
action is on file with the city clerk for public inspection. If owners of at
least 35 percent of the land area subject to a service charge based on
assessed value or the owners of at least 35 percent of the assessed value
subject to the service charge based on assessed value file an objection to
the service charge for services under section 3 with the city clerk before
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the effective date, the service charge based on assessed value does not

" become effective. If individuals and business organizations subject to at

“least 35 percent of a service charge file an objection to imposition. of the
service charge under section 3 with the city clerk before the effective date,

" the service charge does not become effective. In the event of a veto, no

- service charge imposed in the district for services during the current city

~fiscal year and until a petition meeting the qualifications set forth in this
subdivision for a veto has been filed. Service charges may continue to be
imposed in the district, regardless of a veto under this subdivision, to pay
the costs of services specified in section I, subdivision4, with the exception
of construction under clause (d), for which debt has been incurred prior
to the f:lmg of a veto.

" Sec. 5. [ENLARGEMENT OF SPECIAL SERVICE_ DISTRICTS. ]

Boundaries of a special service district may be enlarged or reduced
only after petition, hearing, and notice requirements as provided in sections
2 and 3 are met. Notice must be served-in the original district and in any
area proposed 10 be added to the district. Property added to the district
is subject to all service charges imposed within the district after the prop-
erty becomes a part of the district. Property removed is not subject to
charges imposed after the property is removed. '

Sec. 6. [COLLECTION OF SERVICE CHARGES.] Service charges may
be imposed on the basis of the assessed value of the property on which
the service charge is imposed, but must be spread only upon the assessed
value of the taxable property described in the ordinance. Service charges
‘based on assessed value may be payable and collected at the same time
and in the same manner as provided for payment and collection of ad
valorem taxes, Other service charges imposed must be collected as provided
by ordinance, Service charges based on assessed value collected under
sections 1 to 9 are not included in computations under Minnesota Statutes,
section 469.177, Minnesota Statutes; chapter 4 73F or any other law that
applies to general ad valorem levies.

Sec. 7. [DEBT OBLIGATIONS.]

Subdivision I. [CERTIFICATES OF INDEBTEDNESS.] Certificates of
indebtedness may be issued for purposes of any work or service authorized
pursuant to sections I t0 9. The certificates shall be payable in not more
than five years and be issued on the terms and in the manner determined
by the issuer. The obligations are payable out of the proceeds of the tax
or charge levied under section 3 in the same way as bonds.

“Subd. 2. [BONDS.} Obligations may be issued in the amount deemed
‘necessary to defray inwhole or in part the expense incurred and estimated
" to be incurred in making a pedestrian mall improvement authorized under
sections I to 9, including every item of cost from inception 1o completion
and all fees and expenses incurred in connection with the improvement or
the financing. The obligations are payable primarily out of the proceeds
of the charge levied under section 3, or from any other special assessments
or nontax revenues available to be pledged for their payment under charter
or statutory authority, or from two or niore of those sources. The full faith,
credit, and taxing power of the city may, by resolution adopted prior to-
the sale of obligations, be p!edged to assure payment of the principal and
interest if the proceeds of the levy in the district are msufﬁc:em to pay the
prmapal and interest. .
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© Subd. 3. [PROCEDURES.] Debt obligations must be issued in accor-
dance with Minnesota Statutes, chapter 475, and the city charter, except
that an election is not required under any circumstances, and the amount
of the obligations need not be included in determining the net debt of the
city.

Sec. 8. [DOWNTOWN MANAGEMENT BOARD.]

The city council shall create and provide for appointment of a downtown
management board for the special service district to advise the governing
body in connection with the furnishing of special services in a district.
The downtown management board shall make recommendations to the
governing body on the requests and complaints of owners, occupants, and
users of property within the district and members of the public. Before the
adoption of any proposal by the governing body to provide services or
impose service charges within the district, the downtown management
board of the district shall review and comment upon the proposal. The
board may incorporate as a nonprofit corporation under Minnesota Stat-
utes, chapter 317. The board shall have the power to enter into contracis.
A majority of members of the board must be property owners or tenants
in the district and subject to a service charge. At least one member must

“be an owner of commercial property.

Sec. 9. [CITY OPTION.]

The city may elect to exercise the powers provided by sections I to §
or the powers provided by general or special law relating to the same.
subject.

Sec. 10. [EFFECTIVE DATE.]

Sections 1 to 9 are effective the day after compliance with Minnesota
Statutes, section 645.021, subdivision 3, by the governing body of the city
of Minneapolis.

ARTICLE 20
STATEWIDE SPECIAL SERVICE DISTRICTS
Section 1. [DEFINITIONS.]

Subdivision I. [TERMS DEFINED.] For the purposes of this article,
the terms defined in this section have the meanings given.

Subd. 2. [CITY.] “City” means a home rule or statutory city located in-
three or more counties having a.population over 40,000.

Subd. 3. [SPECIAL SERVICES.] “Special services’ means rhe fol[owzng
services rendered or contracted for by the city:

(1) snow and ice removal; _
(2) sweeping and cleaning sidewalks, curbs, gutters, streets, and alleys;
(3} litter, poster, and handbill removal; '

(4} construction, repair, operation, and maintenance of sidewalks, curbs,
gutters, bus shelters, lighting, benches, chairs, tables, telephone booths,
traffic signs, fire hydrants, newsstands, kiosks, trash receptacles, utility
connections, marquees, awnings, canopzes display cases, information booths,
and banners;

(5} landscaping, planting, repair, maintenance, and care of trees, shrubs,
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bushes, flowers, grass, and other decorative materials;
(6) security personnel, equipment, and systems;
{7) approval and supervision of special activities; ‘
(8) insurance; and ' -
(9) administration, coordmatmn studies, and preparation of des:gns

Special services do not include a service that is ordinarily provided
throughout the city from general fund revenues of the city unless an increased
level of the service is provided in the specidl service dtstrtct

Special service district funds may be used to pay operatmg costs of a
neighborhood business association composed of a majority of owners or
operators of businesses located within the district.

Subd. 4. [SPECIAL SERVICE DISTRICT.] “Special service distrtct” '
or “district” means a defmed area within the city where special services
are rendered and their cost is paid from revenues co[!ected from service
charges imposed within that area.

Subd. 5. [ASSESSED VALUE.] ‘Hssessed value means the assessed
value most recently certified by the county auditor before the effecttve date
of an ordinance or resolution adopted under section 2 or 3.

Sec. 2. [ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.]

_ Subdw:ston I. [ORDINANCE.] The governing body of the city may

adopt an ordinance establtshmg a special service district in any area of
the city. Only property that is used for commercial, business, or industrial
purposes or residential property having two or more units, and located in
the district may be subject to the charges imposed by the city on the district.
Other types of property in the district and property or a portion of a’
property located within the district and used for residential purposes may
receive services.but are not subject to the charges imposed by the city on
the district. The ordinance shall describe with particularity the area to be
included in the district and the special services to be furnished in the
district. The ordinance may be adopted only after a public hearing has
been held on the question. Notice of the hearing shall include:

(1) the time and place of the hqaring_;

(2) the boundaries of the area by legal description and by street location
where possible; and ‘ o

(3) a statement that all persons owning property in the proposea' drstrtct
_ will be given the opportunity to be heard ar the hearing.

- Subd. 2. [NOTICE, HEARING.] Notice of the hearing shall be given by

. publication in two issues of the official newspaper of the city. The two

publications shall be a week apart and the hearmg shall be held at least
- three days after the last publication.

Not less than tei a’ays before the hearing, notice shall also be mailed
. to the owner and property taxpayer of each parcel within the area proposed
to be included in the district. For the purpose of giving mailed notice,
owners shall be those shown on the records -of the county auditor. For
properties that are tax exempt or subject to taxation on @ gross earnings
basis in lieu of property tax and not listed on the records of the county
auditor or the county treasurer, the owners shall be ascertained by any
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practicable means and mailed notice given them. Other records may be
used to supply necessary information

At the public hearing, any person affeczed by the proposed district may
be heard orally in respect to any issues embodied in the notice. The hearing
may be adjourned from time 1o time. The ordinance establishing the district
may be adopted at any time within six months after the date of the con-
clusion of the hearing by a vote of the majority of the govermng body of
the ciry.

Subd. 3. [USE OF CITY EMPLOYEES.] If the city determines that any
of the special services to be provided are under the jurisdiction of a city .
public employee bargaining unit, the city shall negotiate with that unit to -
determine whether that service shall be provided by the city or contracted -
for with another service provider.

Sec. 3. [RATE OF SERVICE CHARGE; NOTICE AND HEARING
REQUIREMENTS 1

Subdivision 1. [HEARING | Serwce charges may be zmposed by the city
within the special service district at a rate or amount sufficient to produce
revenues required to provide special services within the district. For pur-
poses of determining the appropriate mill rate for a service charge based.
on assessed value, taxable property or value shall be determined without
regard to captured or original assessed value under section 469.177 or to
the distribution or contribution value under section 473F08: Service charges
shall not be imposed fo finance a special service if the service is ordinarily
provided by the city from general fund revenues of the city unless the
service is provided in the district at an increased level, in which case a
service charge may be imposed only to pay the amount for the increased
. level of service. A service charge shall not be imposed on the receipts from |

the sale of intoxicating liquor, food, or lodging. Each calendar year, before
the imposition of service charges in-a district, notice shall be given and
a hearing held as provided by section 2. Notice shall also be mailed to
"any individual or business organization subject to a service charge For
purposes of this section, the notice shall also include:

, (1) a statement that all interested persons will be g:ven an opportunity
’ to be heard at the hearing; and

(2) the proposed rate or amount of the proposed service charge to be
imposed in the district during the calendar year and the estimated cost,
nature, and character of special services to be rendered in the district
 during the calendar year. _

Within six months of the public hearing, the city may by resolunon impose
a service charge within the district not exceeding the amount or rate

. expressed in the notice issued under this section.

Subd. 2. [EXEMPTION OF CERTAIN PROPERTIES FROM TAXES]
Property exempted from taxation by Minnesota Statutes, section 272.02,
is exempt from any service charge based on assessed value xmposed under
this article.

- Subd. 3. [SERVICE CHARGE ABATEMENT]An individual or business
organization subject to the service charge imposed under subdivision 1
may -apply to the city for a service charge abatement for that calendar
year on the basis of economic hardship. The city may grant the abatement
of the service charge for the calendar year if the city determines that an
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economic hardship exists. o .
Sec. 4. [ENLARGEMENT OF SPECIAL SERVICE DISTRICTS.)

Boundaries of a special service district may be enlarged only after
hearing and notice as provided by sections 2 and 3. Notice shall be served
in the original district and in the area proposed to be added. Property
added to the district shall be subject to all service charges imposed within .
the district after the property becomes a part of the district. On the question
of enlargement, the veto power provided by section 10 may be exercised
- only by owners and individuals and business organizations in the area
proposed to be added to.the district. '

Sec. 5. [COLLECTION OF SERVICE CHARGES].] Service charges
may be imposed on the basis of the assessed value of the property on which
the service charge is imposed, but must only be imposed on the property
described in the ordinance. Service charges based on assessed value may
be payable and collected at the same time and in the same manner as
provided for payment and collection of ad valorem taxes. Other service
charges imposed shall be collected as provided by the ordinance. Service
charges based on assessed value imposed under this article are not subject
1o the provisions of Minnesota Statutes, section 469.177 and chapter 473F

Sec. 6. [BONDS.]

At any time after a contract for all or part of an improvement authorized
pursuant to this article has been entered into or the work has been ordered
done by day labor, the governing body may issue obligations in the amount
it deems necessary to defray in whole or in part the expense incurred or
estimated to be incurred in making the improvement, including every item
of cost from the inception to completion and all fees and expenses incurred
in connection with the improvement or its financing. The obligations shall
be payable primarily out of the proceeds. of the service charge imposed
under section 3. The governing body may, by resolution adopted before
the sale of obligations, pledge the full faith, credit, and taxing power of
the city to assure payment of the principal and interest if the proceeds of
the service charge based on assessed value in the special service district
are insufficient to pay the principal and interest. Obligations shall be issued
inaccordance with Minnesota Statutes, chapter 475, except that an election
shall not be required and the amount of the obligation shall not be included
in determining the net debt of the city under any provision of law or charter
that limits debt. e :

Sec. 7. [LEVY LIMIT]

Service charges imposed under this article shall be disregarded in the
calculation of levies or limits on-levies imposed under law or charter.

Sec. 8. [EXPIRATION. |

A special service district established under this article shall expire four
years after the date .of its establishment unless renewed as provided by
section 2. After the expiration or termination of a district, service charges
may continue to be imposed in the district to pay the costs of an improve-
ment specified in section I, subdivision 3, clause (4).

Sec. 9. [ADVISORY BOARD.] -

The city council shall create and appoint an advisory board for the
special service district to advise the governing body in connection with
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the furnishing of special services in the district. The advisory board shall
make recommendations to the governing body on the requests and com-
plaints of owners, occupants, and users of property within the district and
members of the public. Before adoption of any proposal by the governing
body to provide services or impose service charges within the district, the
advisory board shall have an opportunity to review and comment upon
the proposal. All members of the advisory board shall be property owners,
tenants, or residents of the district. - : .

Sec. 10, [VETO POWER OF OWNERS.]

Subdivision 1. An ordinance or resolution adopted pursuant to sections
2 and 3 shall take effect no sooner than 45 days after it is adopted. Within
five days after its adoption, a copy shall be mailed to the owner and
property taxpayer of each parcel included in the special service district
and any individual or business organization subject to a service charge,
in the same manner as notice is mailed under section 2. The mailing shall
include a notice that owners subject to a service charge based on assessed
value and individuals and business organizations subject to a service charge
have a right to veto the -ordinance or resolution by filing the required
number of objections with the city clerk before the effective date of the
ordinance or resolution.

Subd. 2. If owners of at least 35 percent of the land area and owners
of at least 35 percent of the assessed value in the district file an objection
to the ordinance or resolution adopted by the city pursuant to section 2
with the city clerk before its effective date, the ordinance or resolution
shall not take effect. If owners of at least 35 percent of the land area subject
to a service charge based on assessed value and owners of at least 35
percent of the assessed value subject to a service charge file an objection
to an ordinance or resolution adopted by the city imposing a service charge
based on assessed value pursuant to section 3 with the city clerk before
its effective date, the ordinance or resolution shall not take effect. If owners
of at least 35 percent of the land area subject to a service charge and
owners of at least 35 percent of the assessed value in the district subject
to a service charge file an objection to the resolution adopted by the city
imposing a service charge pursuant to section 3 with the city clerk before
its effective date; the resolution shall not take effect.

Sec. 11. [EXCLUSION FROM VETO POWER.]

The right of owners and those subject to a service charge to veto an
ordinance or resolution as provided by section 10 does not apply fo second
or subsequent years’ applications of a service charge that is authorized
to be in effect for more than one year. An ordinance or resolution imposing
a service charge for more than one year shall not be adopted unless the
notice of public hearing required by section 2 and the notice mailed with
the adopted ordinance or resolution pursuant to section 10 includes the
following information: :

(a) In the case ‘of an improvement, the maximum service charge 1o be
imposed in any year and the maximum number of years that the service
charges imposed to pay for the improvement..

(b) In the case of operating and maintenance services, the maximum
service charge to be imposed in any year and the maximum number of
years that the service charges imposed to pay for the operation and main-
tenance services, or a Statement that the service charge will be imposed
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for an indefinite number of years.

The ordinance or resolution may pr0wde that the maximum service
-charge to be imposed in any year will increase or decrease from the
maximum amount authorized in the preceding year based on an indicator
of increased cost or a percentage amount established by resolution.”

Delete the title and insert:

“A bill for an act relating to the financing and operation of state and
local government; providing penalties; appropriating money; amending
Minnesota Statutes 1986, sections 62C.01, by adding a subdivision; 64B.24;
69.031, subdivision 3; 168,011, subd1v151ons4and8 168.012, subdivision
- 9; 168. 013 subdivision 1, and by adding a subdmsnon 168. 053, subdi-
vision 2; 168. 27, subdivision- 1; 237.075, subdivision 8; 256.72; 256. 81,
256.82, subd1v151onl 256. 863 256.871, subdmsnon() 256. 935 Sl.lbdl- )
vision 1 256.991; 256B. 041, subdmsnons 5 and 7; 256B 05, subdmswn .
“1; 256B:19, subdivision,2; 256D.03, subdivision 6; 256D.04; 256D.36, -
subdivision 1, 270.075, subdivision 2; 270.41; 270.70, subdivision 1; 271.01,
subdivision 5; 273.05, subdivision I; 273.061, subdivision 2; 273.112,
subdivisions 3 and-6; 273.121; 273.124, subdivisions 1 and 6; 273.1315;
273.40; 275.07, by adding a subdivision; 275.08, by adding subdivisions;
276.06; 277.05; 277.06; 279.01, subdivision 3; 287. 21, by adding a sub-
d1v1smn 290, 01 by addmg subdmsmns 290. 06 by addmg a subdivision;
290.39, by addmg a subdivision; 290. 50 subdivision 3; 290,931, subdi .
vision l 290.934, subdivisions 1, 3, and by adding a subdmsmn 290A. 03,
subdivision 7; 296. 01, subdivisions 6 and 19; 296.12, subdivision 4 296.14,
“subdivision 2 296. 18 subdivision 1; 297.01, by adding a subdwnslon
297.03, subdmslon 12 and by addmg a subd:vnsnon 297.041, subdivision
1; 297. 06 subdivisions 1, 2, 3, and by adding a subd1v1smn 297.08,
subdmsmn 1; 297.12, _subdivision 1; 297.35, by adding a subdmsmn
297A.15, subdivisions 1 and 5; 297A. 16; 297A.17; 297A.21; 297A.25,
‘subdivision 5, and by adding subdwtsmns 297A.35, subdivision 1 297B.01,
subdivision 5 297C.02, subdivision 4; 297C 03, by adding a subdmsmn
297C.07; 297D 08; 298 223; 298.28, subdivision 3; 208.75, subdnvxs:on
1; 303. 03 329.11; 349.12, subdivision 18, and by adding subdwns:ons
349. 2121, subdivisions I, 2, 5, and by adding -a subdivision; 349.22,
subdlwswn 1, and by addmg subdmsmns 375.192, subdivision 1; 387, 212
393.07, subdivision 2; 473,843, subdivision 2; 473E02, by addmg a sub-
d1v1510n 473E07, subdlvnslons4and5 473F08 subdivisions 1, 3, 3a, 5,
and 10; 473F10 475.51, subdivision 5; 477A. 011 subd1v1310ns3 33, and.
by adding subdivisions; 477A.012, by adding a subdivision; 477A.013, by
adding a subdivision; 477A.015; 507.235, subdivision 1; Minnesota Stat-
utes 1987 Supplement, sections 16A. 15, subdivision 6; 16A.1541; 60A.15,
subdivision 1; 60E.04, subdivision 4; 69.021, subdivision 5; 69.54; 124.153,
subdivision 2; 124.2139; 124A.02, subdivision 11; 256.01, subdivision 2;
256B.091, subdivision 8; 256B.15; 256B.19, subdivision 1; 256D.03, sub-
division 2; 256G.01, subdivision 3; 256G.02, subdivision 4; 256G.04, sub- .
division 1; 256G.05; 256G.07; 256G. 10; 256G.11; 270. 485; 272. o1,
subdmsmn 2; 272. 02 subdmsmn 1,272,115, sublelSlon 4; 273.061,
subdivision 1; 273. 1102 by adding a subdmsmn 273.1195; 273,123,
subdivisions 1 4, and 5; 273.124, subdivisions 8, 11, and 13 273.13,
subdivisions 153, 22, 23, 24, 25, and 31,273,135, subdivision 2; 273. 1391,
subdivision 2; 273.1392; 273.1393; 273.1397, subdivision 2; 273.37, sub-
division 2; 274.01, subdivision 1; 275.07, subdivision 1; 275.50, subdi-
vision 2; 275.51, subdivision 3h; 276.04; 279.01, subdivision 1; 290.01,
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subdivisions 3a, 4, 5, 7, 19, 19a, 19b, 19¢, 19d, 19¢, and 20; 290.015, .

subdivisions 1, 2, 3 and4 290 06, subdivisions 2c, 20, and 21 290.067, -

subdivisions 1 and 2a 290. 081, 290, 092, subdivisions 3, 4, 5 and by
adding a subdivision; 290.095, subdivisions 1, 2, 3, and by adding a
subdivision; 290.10; 290.17, subdivisions 2 and 4; 290.191, subdivisions
1,4, 5, 6, and 11; 290.21, subdivisions 3 and 4; 290.34, subdivision 2;
'290.35, subdivision 2; 290.37, subdivision 1; 290,371, subdivisions 1, 3,
4, and 5:290.38; 290.41, subdivision 2; 290.491; 290.92, subdivisions 7
and 15; 290.934, subdivision 2; 290.9725; 290A.03, subdivisions 3, 8,
and 15;290A.06; 290A.19;295.32; 297.01, subdivisions 7 and 14; 297.03,.
subdivision 6; 297.11, subdivision 5; 297A.01, subdivision 3; 297A.212;
. 297A.25, subdivisions 3 and 11; 297A.44, subdivision 1; 297C.04, 298.01, .
subdivisions 3 and 4; 298.22, subdivistion 1; 298.2213, subdivision 3; .
299.01, subdivision 1; 349.212, subdivisions | and 4; 349.2121, subdi-
- visions 4a and 10; 349.2122; 349.2123; 393.07, subdivision 10; 469.170,
by adding. a subdivision; 469. 174, subdivisions 7, 10, and by adding a -
subdivision; 469.175, subdmsaonsl 2,3,4,and by addmgasubdlwswn
469:176, subdmsmns 1,4,5, and 6 469 177 subdivisions 1,3, 4, 7,
and by addmg a subdwtsmn 469. 179 473.446, subdivision 1, 473F02
subdivision 4; 473E05; 473F06; 473E07, subd1v1snon 1; 473F08 subdn-
visions 2, 4, and6 475 61, subd1v1smn 3; 477A.012, subdmsmnl and
477A.013, subdtvnsnons i and 2; Laws 1982, chapter 523 article XI, sec-
tions | and 3; Laws 1986, chapter 441, section 14; Laws 1987, chapter
268, article 6, sections 53 and 54; proposing codmg for new law in Min-
nesota Statutes chapters 168; 256; 273; 290, 297; 297C; 298; 349; and
'469; repealing Minnesota Statutes 1986, sections 256 965 273.13, sub-
d1v1510n 30; 290.07, subdivisions 3 and 6; 290 11;290.12; 29{) 131; 290 132;
290.133; 290.134; 290.135; 290.136; 290. 138 290.934, Subdmsmn 4,
297A.15, subd1v1510n 2; 297C 03, subdmsmn 5; 298.401; 299.013; and
477A. 011 subdivisions 4, 5, 6, 7a 10, 11, 12, 13, and 14 anesota
Statutes 1987 Supplement sections 256D. 22 273. 1102 subdivision 2; .
273.13, subdivisions 9 and 15a; 273.1394; 273 1395; 273.1396; 275.081;
275. 082 275.125, subdivision 22 290. 077 subdnvnslonl 290. 14 290.21,
subdivision §; 290 371, subdivision 2; 477A.011, subdivision 7; and Laws
1987, chapter 268, article 18, section 5.”

And when so amended the bill do pass. Amendments adopted. Report
adopted. ' .

Mr. Moe, R.D. from the Committee on Rules and Admmlstrauon to
'whlch was referred ‘

H.E No. 1796 for comparison with companion Senate File, reports the
following House File was found not identical with companien Senate F]le
as follows:

) GENERAL ORDERS  CONSENT CALENDAR CALENDAR
- H.E No. S FENo. - H.E No. SENo.  HE NO. 5.E No. .

1796 1877

Pursuant to Rule 49 the Commlttee on Rules and Aclmmlstratlon rec-
ommends that H.FE No. 1796 be amended as follows:

Delete all the language after the enactmg clause of H.E No. 1796 and
insert the language after the enacting clause of S.E No.- 1877, the second
engrossment; further, delete the title of H.E No. 1796 and insert the tltle
of 5.F No. 1877, the second engrossment.
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And when so amended H.E No. 1796 will be identical to S.F No. 1877,
and further recommends that H.F No. 1796 be given its second reading
and substituted for S.E No. 1877, and that the Senate File be indefinitely
postponed

Pursuant to Rule 49, this report was prepared and submitted by the
Secretary of the Senate on behalf of the Committee on Rules and Admin-
istration. Amendments adoptedt Report adopted.

SECOND READING OF SENATE BILLS
S.E Nos. 1430, 1891 and 2260 were read the second time.

SE’COND READING OF HOUSE BILLS
H.E Nos. 2524 and 1796 were read the second time.

MOTIONS AND RESOLUTIONS

Mr. Dicklich moved-that his name be stricken as chief author, shown as
a co-author, and the name of Mr. Dahl be shown as chief author to S.F No.
1838. The motion prevailed.

. Mr Pogemtller ‘moved that his name be stricken as chief author, and the -
name of Ms. Reichgott be shown as chlef author to S E No 1964 The
motion prevatled

Mr. Bertram introduced —

Senate Resolution No. 131: A Senate resolutlon commendmg the Pierz
Golf Course of Pierz, Minnesota. :

Referred to the" COmmlttee on Rules and Administration.

Mr. Morse moved that S.F No. 2174, No. 26 on General Orders, be
stricken and re-referred to the Commrttee on Governmental Operattons
The motion prevailed. - :

Pursuant to Rule 10, Mr. Moe, R. D, Chalr of the Commnttee on Rules
and Administration, designated H.E No 2703 a Spec1a1 Order to be heard
-immediately. -

SPECIAL ORDER

H E No 2703: A bill for an act relatmg to intoxicating Ilquor authorlzmg
the city of Bloomington to issue an on- sale 1ntox1catmg liquor license to
Midsummer, A Festival of Music. '

Was read the third time and placed on its final passage. ‘
The question was taken on the passage of the bill,
The roll was called, and there were yeas 52 and nays 0, as follows: |

Those who voted in the affirmative were:
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Adkins - DeCramer Knutson Moe, R.I. . Schmitz

Anderson . Diessner Kroening Morse . Selon
Belanger Frank Langseth Pehler Spear
Benson Frederick Lantry Peterson, D.C. Storm
Berg . Frederickson, D.J. Larson Peterson, R.W. Stumpf

. Bernhagen Frederickson, D.R. Luther Piper Taylor
Bertram - Gustafson - Marty Pogemiller - Vickerman
Brandl Hughes McQuaid Ramstad - Waldorf
Dah! Johnson, DE.  Mehrkens Reichgott .
Davis Jude -~ Metzen Renneke
Decker ‘ Knaak Moe, D.M. Samuelson

So the bill passed and its title was agreed to.

Pursuant to Rule 10, Mr. Mee, R.D., Chair of the Committee on Rules
and Administration, designated S.E No. 1595 a Special Order to be heard
immediately. ‘ _

SPECIAL ORDER

S.F No. 1595: A bill for an act relating to state agencies; returning the
control of the Minnesota veterans home to the department of veterans
affairs; creating the veterans home board of directors and providing for its
powers and duties; providing for the appointment of deputy commissioners
and providing for their powers and duties; appropriating money; amending
Minnesota Statutes 1986, sections 196.03; 196.05; 198.001; 198.01; 198.022;
198.03; 198.05; 198.065; 198.075; 198.16; 198.161; 198.23; 198.231;
198.261; 198.265; 198.266; 198.31; 198.32; 198.33; and 198.34; propos-
ing coding for new law in Minnesota Statutes, chapters 196 and 198;
repealing Minnesota Statutes 1986, sections 196.02, subdivision 3; and
198.06. -

o Mr Moe, D.M. moved to amend S.E No. 1595 as follows:
Page 4, line 21, delete “members of”

Page 4, line 22, delete “congressionally chartered” and delete “orga-
nizations that have a” ‘ ‘

Page 4, delete line 23

Page 4, line 24, delete “Minnesota”

The question was taken on the adoption of the amendment. _
‘The roll was called, and there were yeas 11 and nays 49, as follows:
Those who voted in the affirmative were: -

Berglin Luther Merriam Peterson, D.C.  Piper
Brand] Marty Moe, D.M. Peterson, RW.  Spear
Gustafson - M

Those who voted in the negative were:

Adkins - Davis ~ Johnson, D.F. McQuaid Renneke
Anderson Decker Johnson, D.J. Mehrkens | ‘Samuelson -
Belanger DeCramer Judé - Metzen Schmitz
Benson Dicklich Knaak Moe, R.D. Solon
Berg Diessner Knutson Morse Storm

_ Bernhagen Frank . Kroening Novak Stumpf
Bertram Frederick Langseth - Pehler Taylor .
Brataas Frederickson, D.J. Lantry Purfeerst Vickerman
Chmielewski Frederickson, D.R. Larson ) Ramstad Wegscheid
Cohen Freeman Lessard Reichgott

The motion did not prevail. So the amendment was not adopted.
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Mr.-Moe, D.M. then moved to amend S.E No. 1595.as follows:
Page 1, line 27, delete “The salary of”

Page 1, delete line 28

The question was taken on the adoption of the amendment.

The roll was called, and there were yeas 32 and nays 30, as follows

Those who voted in the affirmative were: _
Berg Dicklich Larson - Novak Stumpt

Berglin Frank Luther Peterson, D.C. Taylor
Brandl’ Freeman Marty Peterson, R W Waldorf
Chmielewski Johnson, D.J. Merriam Piper . Wegscheid
Cohen Knaak Moe, D.M. Pogemiiler

Dahl Langseth Moe, R.D. Spear

DeCramer Lantry © Morse Storm

Those who voted in the negative were:

Adkins Davis Gustafson McQuaid . Reichgout
Anderson - Decker " Johnson, D.E. Mehrkens Renncke
Benson ‘Diessner Jude Metzen Samuelson
Bernhagen Frederick Knutson Pehler Schmitz
Bertram Frederickson, D.J. Kroening Purfeerst Solon
Brataas Frederickson, D.R. Lessard Ramstad Vickerman

" The motion prevailed. So the amendment was adopted.

S.E No. 1595 was read the third time, as amended, and placed on its
final passage. ,

The question was taken on the passage of the bill, as amended.
The roll was called, and there were yeas 57 and nays 5, as fqllows:
" Those who voted i‘n_the affirmative were:

Adkins .. Davis - Johnson, D). Merriam Samuelson
Anderson Decker Jude Metzen : Schmitz
Belanger DeCramer Knaak Moe, R.D. Solon
Benson Dicklich Knutson Novak Storm
Berg Diessner Kroening Pehler Stumpt
Bernhagen - Frank Langseth Peterson, R. W, Taylor
Bertram ~ Frederick - Lantry - Piper Yickerman
Brandl . Frederickson, D.J. Larson Pogemiller Waldorf
Brataas Frederickson, D.R. Lessard . Purfeerst Wegscheid
Chmielewski Freeman Luther Ramstad

Coben " Gustafson McQuaid Reichgou

Dahl Johnson, D.E. Mehtkens Renneke

Those who voted in the negative were:
Berglin | Mary Moe, D.M. Peterson, D.C.  Spear
So the bill, as amended, passed and its title was agrced to.

MOTIONS AND RESOLUTIONS CONTINUED

Remaining on the Order of Business of Motions and Resolutlons Mr,
Moe, R.D. moved that the Senate take up the General Orders Calendar The
motion prevalled

GENERAL ORDERS

The Senate resolved itself into a Committee of the Whole, with Mr.
Chmielewski in the chair.,
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After some time spent therein, the commiftee arose, and Mr. Chmielewski
reported that the commitiee had considered the following:

H.F Nos. 2029 and 2038, which the committee recommends to pass.

H.F No. 2192, which the committee recommends to pass with the fol-
lowing amendment offered by Mr. Novak:

Amend H.E No. 2192, as amended pursuant to Rule 49, adopted by the
Senate March 28, 1988, as follows:

(The text of the amended House File is identical to S.E No. 1876.)

Page 1, line 27, delete “the provisions™ and insert “any provision’ and
before the comma, insert “other than secn(m 169.67” .

Page 1, after line 31, insert:

“Sec. 2. Minnesota Statutes 1986 section 169 81, subdivision 2, is
amended to read:

Subd. 2. [LENGTH OF VEHICLES.] (a) No single unit motor vehicle;
except truek mobile cranes which may not exceed 45 feet, ynladen or with
load may exceed a length of 40 feet extreme overall dimensions inclusive
of front and rear bumpers, except that the governing body of a city is
authorized by permit to provide for the maximum length of a motor vehicle,
or combination of motor vehicles, or the number of vehicles that may be
fastened together, and which may be operated upon the streets or highways
of a city; provided, that the permit may not prescribe a length less than
that permitied by state law. A motor vehicle operated in compliance with
the permit on the streets or highways of the city is not in violation of this -
chapter.

{b) No single semitrailer may have an overall length, exclusive of non-
cargo-carrying accessory equipment, including refrigeration units or air
compressors, necessary for safe and efficient operation mounted or located
on the end of the semitrailer adjacent to the truck or truck-tractor, in excess
of 48 feet, except that a single semitrailer may have an overall length in
excess of 48 feet if (1) the distance from the kingpin to the centerline of
the rear axle group of the semitrailer does not exceed 41 feet, and (2) if
the semitrailer is operated only in a combination of vehicles which does
not exceed an overall length of 65 feet. No single trailey may have an overall
length inclusive of tow bar assembly and exclusive of rear protective bump-
ers which do not increase the overall length by more than six inches, in
excess of 45 feet. For determining compliance with the provisions of this
subdivision, the length of the semitrailer or trailer must be determined
separately from the overall length of the combination of vehicles.

{c) No semitrailer or trailer used in a three-vehicle combinatior may
have an overall length, exclusivé of non-cargo-carrying accessory equip-
ment, including refrigeration units or air compressors, necessary for safe
and efficient operation mounted or located on the end. of the semitrailer or
trailer adjacent to the truck or truck-tractor, and further excluesive of the
tow bar assembly, in excess of 28-1/2 feet. The commissioner may not grant
- a permit authorizing the movement, in a three-vehicle combination, of a -
semitrailer or trailer that exceeds 28-1/2 feet, except that the commissioner
may renew a permit that was granted before April 16, 1984 for the move-
ment of a semitrailer or trailer that exceeds the length limitation in this
paragraph.”
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- Renumber the sections.in sequence and correct the internal references
Amend the title accordingly : o '
The motion prevailed. So the amendment was adopted. .

S.E No. 1937, which the committee recommends to pass vﬁth the fol-
lowing amendment offered by Mr. Pogemiller: ' _

_ Page 6, line 25, delete “a preponderance of the” and insert “cleaf and
© convincing” ‘ ‘ C ‘ : _
Page 6, line 26, delete everything after.“the” and insert “designated
offense may only be established by a felony level criminal conviction.”

Page 6, delete line 27 . '
~ Page 8, line 20, after “All” insert “personal”
Page 8, line 21, delete “, real and persoﬁal, ”
VP'age 8, line 25, delete “an activity that is”
Page 8, line 33, delete “acts constituting”
- Mr. Freeman requested division of the amendment as follows:
First portion: . . '
Page 8, line 20, after “A[l”'i'nsert_ “personal”
Pége 8, line 21, delete “, real and personal,”
Page §, line 25, delete “an activity that is”
Page 8, line 33, delcte “acts constiruting”
Second portion: - o :
Page 6, l;i,ne 25, delete “a pfepondérance' of the” and insert “clear and
convincing Lo - :
Page 6, line 26, delete everything after “rhe” and insert “designated
offense may only be established by a felony level criminal conviction.”

Page 6, delete line 27 _

The question was taken on the adoption of the first portion of the amend-
ment. The motion prevailed. So the first portion of the amendment was
adopted. ' L o _ '

The question was taken on the adoption of the second portion of the

amendment. The motion prevailed. So the sécond portion of the amendment
was adopted. ‘ T ‘

On motion of Mr. Moe, R.D,, the réport of the Committee of the Whole,
as kept by the Secretary, was adopted. - '

' MOTIONS AND RESOLUTIONS - CONTINUED

Mr. Moe, R.D. moved that H.E No. 1749 be taken from the table. The .
motion prevailed., ' ‘ T : '

H.E No. 1749: A bill for an act relating to transportation; increasing the
tax on gasoline and special fuel to 20 cents per gallon; increasing the share
* of motor vehicle excise tax revenues dedicated to highways and transit to -
- 35 percent; amending Minnesota Statutes 1986, section 296.02, subdivision
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1b; and Minnesota Statutes 1987 Supplement, sections 296.025, subdm- -
sions 2a and 2b; and 297B.09, subdivision 1.

Mr Peterson, R.W. moved to amend H. F No. 1749 the second unofficial
engrossment, as follows:

Page 4, line 1, strike “of”
Page 4, line 2, delete “$30”
Page 4, line 12, strike everything aftcr “dealer”

Page 4, line 13, strike “the dealer or employee” and strike “either private
or” : :

The question was taken on the adoption of the amendment.
The roll was called, and there were yeas 23 and nays 37, as follows:
Those who voted in the affirmative were: _

Beckman Dicklich -Marty- Pehler Spear

Berglin Freeman Mehrkens Peterson, D.C. Taylor
Brand! - Langseth Merriam . Peterson, R W. Vickerman
Chmielewski Lessard Moe, D.M. Piper
Davis Luther Mog, R.D. Pogemiller

Those who voted in the negative were: . ‘ _

- Adkins Dahl ~ ‘Johnson, D.E. .  Metzen Schmitz
Anderson Decker Johnson, D.J. Morse Solon
Belanger DeCramer Jude Novak Storm
Benson Diessner " Knutson Olson Stumpf
Berg Frederick Laidig: Purfeerst . Waldoif
Bernhagen Frederickson, D.). Lantry Ramstad
Beriram Frederickson, DR. Larson =~ - Renneke .

Brataas Gustafson McQuaid -+ Samuelson ..

The motion did not prevail. So the amendment was not adoptéd.

Mr. Peterson, R.W. then moved to amend H.E No. 1749, the second
unofficial engrossment, as follows:

Page 4, line 1, strike “of”
Page 4, line 2, delete “3$30™
~ Page 7, line 19, delete “330” and insert “$150”
. The metion did not. prevail. So the amendment was not adopted

Mr. Peterson, R. W. then moved to amend H.E No. 1749 the second
unofficial engrossment, as follows: :

Page 4, line 1, strike “of” | .

Page 4, line 2, delete “$30™

Page 7, line 19, delete “$30” and insert “$100”

" The motion did not prevail. So the amendment was not adopted.

Mr. Peterson, R.W. then moved to amend H.E No. 1749 the second
unofficial engrossment, as follows

‘Page 4, line 1, strike “of”
Page 4, line 2, delete “$30” -
" Page 7, line 19, delete “$30” and insert “$75™
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The question was taken on the adoptmn of the amendment. -
The roll was called, and there were yeas 25 and nays 39, as follows:
Those who voted in the affirmative were:

" Beckman Davis Marty ) Morse o Pogemiller,
Berglin ) DeCramer McQuaid Pehler - Spear
Brand! Dicklich Merriam . Peterson, D.C.©  Stumpf
Chmielewski ~ Freeman Moe, DM. Peterson, R. W, Taylor
Cohen - Lather .. Moe, R.D. Piper Waldorf

" Those who- voted in the negative were: '
Adking ~ Dahl - Johnson, D.J - Lessard Renneke
Anderson Decker Jude Melirkens ©~ Samuelson
Belanger - Diessner Knaak - " Metzen Schmitz

- Benson Frederick Knutson . Novak - Solon
Berg Frederickson, D.J. Kroening =~ Olson Storm . )
Bernhagen Frederickson, D.R. Laidig Purfeerst - Vickerman
Bertram Gustafson - Lantry . "~ Ramstad Wegscheid
Brataas Johnson, D.E. Larson Reichgott '

The motion did not prevail. So the amendment was not adopted.

Mr. Mehrkens moved to amend H. F No. 1749 the second unofﬁcnal
engrossment, as follows:

Pages 1 to 4 delete sections 1 and 2 -
Pages 5 and 6, delete section 4
Pages 6 to 9, delete sections 7 to 11 and insert:

“Sec. 4. Minnesota Statutes 1987 Supplement, section 297B.09, sub-
division 1, is amended to read: '

Subdivision 1. [GENERAL FUND SHARE. ] (a) Moncy collected and
received under this chapter must be deposited in the state treasury and
credited to the general fund as follows:

(1} 65 percent to the general fund;

, (2) 26-1/4 percent to the highway user tax distribution Jund for distri-
" bution in the same-manner as other money in that fund; and

(3) 8-3/4 percent to the transit assistance fund.

The amounts eoHected and received shall be credited to the hlghway user
tax distribution fund and the transit assistance fund as provided in this
subdivision; and must be transferred from the general fund on July 15 and
. January 15 of each fiscal year. The commissioner of finance must make
.each transfer based upon the actual receipts of the preceding six calendar
months and include the interest earned during that six-month pericd. The
commissioner of finance may establish a quarterly or other schedule pro-
viding for more frequent payments to the- transit assistance fund if the
commissioner determines it is necessary or desirable to provide for the .
cash flow needs of the recipients of money from the transit assistance fund.
Fwepefeeﬂ-tefthemeﬂeymustbedepesﬂedmihehighwayuserm*
distribution fund and the trunsit assistance fund for
ﬂdedmthlsseeaeﬂ—eﬂhemeﬂeydepesﬁeduﬂéeﬁhﬁseeueﬂ—%pefeem
must be eredited to the highway user tax distribution fund for
in the same manner and for the same purpeses as other meney ih that fund:
The remaining 25 percent of the money must be eredited to the transit
asgistance ﬁmd to be appfepﬁated to the eemmissioner of &anspeﬁ&t-leﬁ



7044 ' JOURNAL OF THE SENATE ~ [78TH DAY

(b) The distributions under this subdivision to the highway user tax
distribution fund must be reduced by the amount necessary to fund the
appropriation under section: 41A.09, subdivision 1. For the fiscal years
ending June 30, 1988, and June 30, 1989, the commissioner of finance,
before making the transfers required on July 15 and January 15 of each
year, shall estimate the amount required to fund the appropriation under”
..section 41A.09, subdivision- 1, for the six-month period for- which the
transfer is being made. The commissioner shall then reduce the amount
transferred to the highway user tax distribution fund by the amount of that
estimate. The commissioner shall reduce the estimate for any six-month
period by the amount by which the estimate for the previous six-month
period exceeded the amount needed to fund the appropriation under section
41A.09, subdivision 1, for that previous six-month period. If at any time
during a six-month period in these fiscal years the amount of reduction in
the transfer to the highway user tax distribution fund is insufficient to fund
the appropriation under section 41A.09, subdivision 1 for that period, the

_ commissioner shall transfer to the general fund from the highway user tax
distribution fund an additional amount sufficient to fund the appropriation
for that period, but the additional amount so transferred to the general fund
in a six-month period may not exceed the amount transferred to the highway
user tax distribution fund for that six-month period.”

Page 9, delete line 11

Page 9, line 12, delete everything before “are” and insert “Sections !
to 3" . ' : '

Page 9, line 14, delete “9” and insert “4”

Page 9, delete line 15 :

Renumber. the sections in sequence and correct the internal ref_eren'ées
Amend the title accordinglyl |

The question was taken on the adoption of the amendment.

The roll was called, and there were yeas 33 and nays 32,. as follows:

Those who voted in the affirmative were:

Anderson Brataas Johnson, D.E. McQuaid Samuelson
Beckman Davis Jude . "Mehrkens - Schmitz
Belanger Decker . . Knaak - Metzen - Storm
Benson Frederick Knutson- Morse Taylor
Berg Frederickson, D.J. Kroening "Olson Vickerman
Bernhagen Frederickson, D.R. Laidig Ramstad .
Bertram - Gustafson Larson Renneke . -

Those who voted in the neégative were: ,
Adkins ‘Dicklich - Luther " Peterson, D.C.  Spear

Berglin Diessner Marty ~ Peterson, RW. = Stumpf
Brand] Freeman Merriam - Piper . Waldorf
Chmielewski Johnson, D.J - Moe, DM. Pogemiller Wegscheid
Cohen : Langseth Moe, R.D. . Purfeerst

Dahl Lantry Novak Reichigott

DeCramer Lessard : Pehler Solon

~ The motion prevailed. So the amendment was adopted.
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CALL OF THE SENATE

Mr. Benson imposed‘a call of the Senate for the balance of the pro-r
-ceedings on H.F No. 1749. The Sergeant at Arms was instructed to bring
in the absent members.

RECONSIDERATION

Havmg voted on the prevallmg side, Mr. Kroening moved that the vote
whereby the Mehrkens amendment to H.F No. 1749 was adopted on March
29, 1988, be now reconsidered.

The question was.taken on the adoption of the- motlon
The roll was called, and there were yeas 43 and nays 22, as follows

Those who voted in the affirmative were: _
Adkins S DeCramer " Lanty Novak Schmitz

Berg ’ Dicklich Lessard Pehler - Solon
Berglin - - Diessner - Luther Peterson, D.C. Spear
Bertram Frederickson, D.J.” Marty Peterson, R. W, Stumpf
Brandl Freeman Merriam ‘ Piper Vickerman
Chmielewski Johnson, D.J. Metzen Pogemiller Waldorf
Cohen Jude Moe, DM. Purfeerst Wegscheid
Dahl ‘Kroening Moe, R.D. Reichgott ‘

Decker Langseth - Morse Samuelson-

Those who voted in the negative were: .
Anderson Brataas Johnson, D. E MecQuaid Storm

Beckman Davis Knaak Mehrkens . Taylor
Belanger Frederick -~ . . Knutson Olson :

‘Benson Frederickson, D.R. Laidig Ramstad

Bernhagen Gustafson Larson ) Renneke

The motion prevailed. So the vote was recons1dered
The question was taken on the adoption of the amendment. _
The roll was called, and there were yeas 31 and nays 34, as follows:

Those who voted in the affirmative were:

Anderson Brataas Johnson, D.E. Mehrkens Storm
Beckman Davis g Jude ‘ Metzen Taylor .
Belanger Decker " Knaak Morse Vickerman
Benson Frederick Knutson Olson
Berg . Frederickson, D.J. Laidig Ramstad
Bernhagen . Frederickson, D.R. Larson Renneke
" Bertram’ Gustafson McQuaid Schmitz
Those who voted in the negative were:
Adkins " Dicklich Lessard Pehler Samuelson
Berglin Diessner Luther Peterson, D.C. Solon ‘
_ Brandl Freeman Marty - Peterson, R W Spear
Chmielewski Johnson, D.J. Merriam Piper : Stumpf
Cohen - Kroening = . Moe, DM. Pogemiller Waldorf
Dahl - Langseth Mog, R.D. Purfeerst Wegscheid
DeCramer - Lantry Novak Reichgott ‘

The motion did not prevail. So the amendment was not adopted.

Mr. Benson moved to amend H.E No. 1749, the second unofficial
engrossment, as follows:

Page 1, after line 19, insert:
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“Section 1. Minnesota Statutes 1987 Supplement, section 41A.09, sub-
division 5, is amended to read:

Subd. 5. [EXPIRATION,.] This section expires July 15 2000 is repealed
on February 16, 1995, and all money in the fund on that date reverts to
the general fund.”

Page 6, after line 8, insert:

“Sec. 6. Minnesota Statutes 1986, section 296.02, subdi\}ision IR
amended to read:

Subd. 7. [TAX REDUCTION FOR AGRICULTURAL ALCOHOL GAS-
OLINE.] A distributor shall be allowed a credit on each gallon of fuel
grade alcohol commercially blended with gasoline or blended in a tank
truck with gasoline on which the tax imposed by subdivision 1 is due and -
payable. The amount of the credit for every gallon of fuel-grade alcohol
blended with gasoline to produce agricultural alcohol gasoline is as follows:

(a) For the fiscal year ending June 30; 10875 25 cents:
> On and after July 1, 1987, 20 cents. '
(b} On and after January 1, 1991, 10 cents.

The credit allowed a distributor must not exceed the total tax liability
under subdivision 1. The tax credit received by a. distributor on alcohol
blended with motor fuels shall be passed on to the retailer.

Sec. 7. Minnesota Statutes 1986, section 296.02, subdivision 8, is amended
to read:

Subd. 8. [TAX REDUCTION FOR AGRICULTURAL ALCOHOL GAS-
OLINE SOLD IN BULK TO GOVERNMENT OR FOR SCHOOL TRANS-
PORTATION.] A distributor shall be allowed a credit of 88 40 cents for
every gallon of fuel grade alcohol blended with gasoline to produce agri-
cultural alcohol gasoline which is sold in bulk to the state, local units of
government, or for use in the transportation of pupils to and from school- .
related events in school vehicles, This reduction is in lieu of the reductions '
provided in subdivision 7.”

Page 7, after line 15, insert:
“Sec. 11. Minnesota Statutes 1986, section 296. 16 is amended by add-
ing a subdivision to read:

Subd. la. [MINIMUM OXYGEN CONTENT] {a) Unleaded gasoline
with an octane rating of 90 or less may not be sold in this state for use
in motor vehicles unless it is a gasolme blend consisting of 3.5 percent
oxygen content by weight.

{b) The requirement of paragraph (a ) applies to the metropolitan area,
as defined in section 473.121, on and after January I, 1991.

{c) The requirement of pardgraph {a) applies to all starutory and home
rule charter cities with a populanon of 50,000 or more, on and after
January 1, 1993, _ . :

{d) The requirement of paragraph (a) applies to the entire state on and
" after January I, 1995.”

Page 8, after line 35, insert:
“Sec. 14, [RECOMMENDATION OF AN OXYGENATED FUEL.]
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By January 1, 1989, the commissioners of the departments of dgricul-

ture, transportation, and pubhc service, and the pollution control agency

shall recommend to the legislature a specific oxygenated fuel and a formula

: for combining that fuel with gasoline, to meet the requirement imposed by
section 11. In selecting the recommended fuel, the following must be
considered:

(1) the goals of improving air qualu‘ y in anesota and meetmg Jederal
air quality standards,

{2) the impact of, federal legislarion im'posing a requirement that gasoline
be blended with oxygenated fuel;,

(3) the possibility of a reduced need for an mspecnon and maintenance
program; :

(4) the effect on engine use and wear of the various oxygenated fuels,
and the impact of their use on the warranties of motor vehicles, and other
gasoline-powered internal combustion engines;

(5) the energy efficiéncy of the various fuels;
(6) the physical feasibility of blending the fuels with gasoline;

(7) the current and potential avarlabtltty of each oxygenated fuel from
sources in Minnesota;

(8) the effect on the hzghway user tax drstnbutwn fund; and
(92) other relevant matters.’
Page 9, after line 9, insert:

“Minnesota Statutes 1986, section 296, 02 subdmswns 7 and 8 .are
repealed effective January 1, 1993.”

"Page 9, line 14, delete “Secnon 9 is” and insert “Sections 1, 6,7, 11,
13, and 14 are” ‘

Renumber the sections in sequence and correct the internal references
Amend the title accordmgly 7

The question was taken on the adoption of the amendment.

The roll was called, and there were yeas 29 and nays 35, as follows:
Those who voted in the affirmative were:

Anderson Dah} . Frederickson, D.R. Larson Storm
Beckman . - Davis . " Gustafson Mehrkens Taylor
Benson Decker Johnson, DE. Morse Vickerman
- Berg DeCramer ‘Knaak Pehler Waldorf
Bernhagen Frederick . Laidig Renneke Wegscheid
Brataas . Frederickson, D.J. Langseth Samuelson

Those who voted in the negative were

Adkins Dicklich - Lantry . Moe, R.D. Purfeerst
Belanger - Diessner Lessard Novak Ramstad
Berglin - Freeman Luther ‘Olson Reichgott
Bertram Johnson, D.1. McQuaid Peterson, D.C. Schmitz
Brandl . Jude - ‘Merriam Peterson, R W~ Solon
Chmiclewski Knutson Metzen Piper - Spear
Cohen - Kroening - . Moe, DM. Pogemiller Stumpf

The motion did not prevail. So the amendment was not adopted.
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H.E No. 1749 was read the third time and placed on 1ts final passage
The question was taken on the passage of the bill.
The roll was called, and there were yeas: 34 and nays 31, as follows

Those who voted in the afflrmatlve were:

Berglin DeCramer Lessard - - Morse Reichgott
Bertram Dicklich Luther ‘ Novak, Schmitz
Brandl Diessner Marty - Peterson, D.C.©  Solon
Chmielewski Freeman Merriam . Peterson, R W.  Spear
Cobhen Johnson, D.J. © * Metzen - Piper Stumpf
Dahl Langseth Moe, D M. Pogemiller Wegscheid
Davis Lantry Moe, R.D. - Purfeerst

Those who voted in the negative Were:

Adkins Brataas Jude - Mehrkens - Taylor
Anderson Decker Knaak - _ Olson B Vickerman
Beckman * Frederick Knutson Pehler Waldorf
Belanger Frederickson, D.J. Kroening Ramstad

Benson Frederickson, D.R. Laidig Renneke

Berg | ' Gustafson Larson - Samuelson

Bernhagen Johnson, D.LE. . McQuaid Storm

So the bill passed and its title was agreed to..

'RECESS

Mr. Moe, R.D. moved that the Senate do now recess sub]ect to the call
of the President. The motion prevailed.

After a brlef recess, the President called the Senate to order. _

APPOINTMEN TS

Mr. Moe R.D. from the Subcommittee on Committees recommends that
the following Senators be and they hereby are appointed as a Conference
Committee on:

H.E No. 2245: Mr. Peterson R.W; Mses ‘Peterson, D.C.: Relchgolt
Messrs. DeCramer and Pehler.

H.E No. 1817: Messrs. Wegsoheid, Lessard and Bernhagen.
H.E No. 1846: Messrs. Diessner, Laidig and Peterson, R. W

Mr. Moe, R.D. moved that the foregoing appointments be approved The
motion prevailed.

MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and
Resolutions, the Senate reverted to the Orders. of Business of Reports of
Committees and Second Reading of House Bills.

REPORTS OF COMMITTEES

Mr. Moe, R.D. moved that the Committee Reports at the Desk be now
adopted. The motion prevailed. :
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Mr. Merriam from the Committee on Finance, to which was re-referred

H.E No. 1709: A bill for an act relating to retirement; judges’ retirement
fund; providing coverage under the combined service annuity, combined
service disability benefit, and combined service survivor benefit provisions;
requiring the establishment of a bounce-back joint and survivor optional
annuity form; amending Minnesota Statutes 1987 Supplement, sections
356.30, subdivision -3; 356.302, subdivision 7; 356.303, subdivision 4;
and 490.124, subdivision 11

Reports the same back w1th the recommendatlon that the bill be amended
- as follows:

Amend the report from the Committee on Governmental Operations,
adopted by the Senate March 22, 1988, as follows:

Page .6, line 22, delete “may” and msert “does” and delete “be”.
Page 6, line 23, delete * ‘construed 10”

Page 6, line 36, delete “during” and insert “at”

Page 7, lines | and 3, delete “period of” '

Page 7, line 3, delete “during” and insert “at™ and delete “shall”
Page 7, line 4, delete “become” and insert “becomes”

Page 15, line 1, delete “calculated in accordance with”

Page 15, line 2, delete the new language and strike “; and” and insert
“calculated in accordance with section 353.34, subdivision 2.7

Page 15, line 4, strike the comma and insert a period -
Page 15, line 5, strike * prov1ded however .and delete “that”
Page 15, line 7, delete “, and provided further” and insert a period

Page 15, line 8, deleie “that” and delete “has been™ and insert *“‘must
be”

Page 15-, line 10, delete “taken in error”

Page 15, line ‘11, delete “deductions taken in error” and insert “an
erroneous deduction”

Page 16, line 15, delete “(/}” and insert “the”
Page 16, line 16, delete “(2)” :

Page 16, line 17, delete “(3)” 4 o
Page 16, line 18, delete “{4)” and delété “(5)”
Page 16, line 19, delete “(6)” .
Page 16, line 20, delete “(7)"

Page 16, line 26, delete “any”™ and insert “a”

Page 28, line 13, delete “shall” and insert ““must”
Page 36, lioe 4, delete “shall” and insert “must”
Page 36, lines 23 and 34, delete “8” and insert “7"

And when so amended the bil do pass. Amendments adopted. Report
adopted . _
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H.E No. 1709 was read the second time.

MOTIONS AND RESOLUTIONS - CONTINUED

Mr. Moe, R.D. moved that S.F No. 1632 be taken from the table. The
motion prevailed.

S.E No. 1632: A bill for an act relating to Ramsey County; authorizing
a coordinated erosion and sediment control pilot program.

CONCURRENCE AND REPASSAGE

Mr. Knaak moved that the Senate concur in the amendments by the House
to S.FE No. 1632 and that the bill be placed on its repassage as amended.
The motion prevailed.

S.E No. 1632 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 59 and nays 0, as follows:
Those who voted in the affirmative were:

Adkins Dahl Knaak - Moe, D.M. Reichgott
Anderson Davis Knutson Moe, R.DD. Renncke
Beckman Decker Kroening Morse - Samuvelsen
Belanger DeCramer - Laidig Novak Schmitz
Berg Diessner Langseth Olson Solon
Berglin Frederick Lantry Pehler Spear”
Bernhagen Frederickson, D], Luther Peterson, D.C. Stumpf
Bertram Frederickson, D.R. Marty Peterson, R. W, Taylor
Brand] Freeman . McQuaid Piper Vickerman
Brataas Gustafson Mehrkens Pogemiller Waldorf
Chmielewski Johnson, D.E. Merriam Purfeerst Wegscheid
Cohen Jude Metzen Ramstad

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

MOTIONS AND RESOLUTIONS - CONTINUED

Mr. Wegscheid moved that S.FE No. 2308, No. 30 on General Orders, be
stricken and re-referred to the Committee on Local and Urban Government.
The motion prevailed.

Mr. Solon moved that S.F No. 479, No. 86 on General Orders, be stricken
and re-referred to the Committee on Local and Urban Government. The
motion prevailed.

Mr. Davis moved that H.F No. 1761, No. 45 on General Orders, be
stricken and re-referred to the Commlttee on Environment and Natural
Resources. The motion prevailed.

MEMBERS EXCUSED

Mr. Taylor was excused from the Session of today from 12:00 to 12:50
p.m. Mr. Wegscheid was excused from the Session of today from 12:00 to
1:45 p.m. Mr. Waldorf was excused frem the Session of today from 12:00
to 12:45 p.m. Mr. Mehrkens was excused from the Session of today from
12:00 to 2:15 p.m. Mr. Hughes was excused from the Session of today from
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1:30 to 2:45 p.m. and at 8:30 this evening. Mr. Laidig was excused from
the Session of today from 4:45 to 5:30 and 7:00 to 8:40 p.m. Mr. Beckman
was excused from the Session of today from 7:00 to 9:00 p.m. Mr. Frank
was excused from the Session of today at 8:40 p.m.

ADJOURNMENT

. Mr. Moe, R.D. moved that the Senate do now adjourn until 11:00 a.m.,,
Wednesday, March 30, 1988. The motion prevailed.

Pairick E. Flahaven, Secretary of the Senate





