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SEVENTY-EIGHTH DAY 

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 
Arderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 
Dahl 

Davis Jude 
Decker Knaak 
DeCramer Knutson 
Dicklich Kroening 
Diessner Laidig 
Frank Langseth 
Frederick Lantry 
Frederickson, D.J. Larson 
Frederickson, D.R. Lessard 
Freeman Luther 
Gustafson Marty 
Hughes Mc Quaid 
Johnson, D. E. Mehrkens 
Johnson, D.J. Merriam 

Metzen 
Moe,D.M. 
Moe,R.D. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D.C 
Peterson, R. W 
Piper 
Pogemiller 
Purfeerst 
Ramstad 
Reichgott 

The President declared a quorum present. 

Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 

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

MESSAGES FROM THE HOUSE 

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. 1861: A bill for an act relating to health maintenance organi­
zations; insurance; requir'ing 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; 62D. l 7, subdivision 1; 62E.1 l, 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. I 7, 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 I is herewith returned to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned March 28, I 988 

Mr. Pehler moved that the Senate do not concur in the amendments by 
the House to S.E No. 186 I, 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, I 988 

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: 

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

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted March 28, I 988 

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 offuture damages; amend­
ing Minnesota Statutes I 986, section 604.02, subdivision I; 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 I 986, section 604.07. 

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

H.F. 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. IO; 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; 245.814, subdivisions I, 2, and 3; 245.83; 245.84, subdivision 
I; 246.023; 248.07, subdivision 7 and 12; 252.291, subdivisions I and 2; 
256. 73, subdivisions 2, 6, and by adding subdivisions; 256. 736, by adding 
subdivisions; 256.76, subdivision I; 256B.08; 256B.092, subdivisions 5 
and 7; 256B.14, subdivision 2; 256B. l 7, subdivision 7; 256B.43 l, 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. I 2, subdivisions I and 2; 256F.03, subdivision 8; 257 .07 I, subdi­
visions 2 and 3, and by adding a subdivision; 257 .072; 260.18 I, 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 I; 61 IA.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.0l, subdivisions 5, 6, and 7; 129A.03; 
129A.06, subdivision l; 129A.07, subdivision I; 129A.08, subdivisions 
1, 4, and 5, and by adding subdivisions; 144A.071, subdivision 3; 144A.073, 
subdivisions I, 2, 7, and 8; 148B.23, subdivision I; 148B.42, subdivision 
I; 245.462, subdivisions 3, 4, 6, 17, 18, 19, 20, 21, 23, and 25; 245.465; 
245.466, subdivisions I, 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 I and 2; 245.476, subdivision I; 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 lb, 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 I and 4; 256B.091, 
subdivision 4; 256B.35, subdivision I; 256B.43 l, subdivision 4; 256B.433,. 
subdivision I; 256B.501, subdivision I; 256B. 73, subdivision 2, and by 
adding a subdivision; 256D.01, subdivision la; 256D.03, subdivision 3; 
256D.06, subdivisions I and I b; 256D.37, subdivision I; 256E. 12, sub­
division 3; 268.91, subdivisions I, 3, 3b, 3c, 3e, 4, and 12; 393.07, sub­
division IO, and by adding a subdivision; Laws I 984, chapter 654, article 
5, section 57, subdivision I, 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 l, 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.Ol, subdivision 8; 
129A.07, subdivision 2; 129A.08, subdivision 3; 148B.04, subdivision I; 
and 256B.73, subdivision 10. 

Mr. Merriam, for Mr. Moe, R.D., moved that H.E No. 2126 be laid on 
the table. The motion prevailed. 

REPOIITS OF COMMITTEES 

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

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

S.E No. 1963: A bill for an act relating to public finance; providing 
requirements for the issuance and use of public debt; amending Minnesota 
Statutes 1986, sections 123.36, by adding a subdivision;AI0.32; 475.54, 
by adding a subdivision; 475.67, subdivision 13; Minnesota Statutes 1987 
Supplement, sections 469.012, subdivision I; 469.015, subdivision 4; 
469.035; 469. 155, subdivision 12; and 475.66, subdivision 3; proposing 
coding for new law in Minnesota. Statutes, chapter 469. 

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

Page I, line 13, delete "123.36" and insert "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 county in promoting, 
advertising, improving, or developing the economic and agricultural resources 
of the county. The [_imitation on appropriations in this section does not 
prohibit accumulation of amounts in excess of $50,000 in a Jund 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 .07 I, is amended 
by adding a subdivision to read: 

Subd. 5. [EXCEPTION; PARKING FACILITIES.] Notwithstanding sec­
tion 469 .068, the Bloomington port authority 11:eed not require competitive 
biddi'ng with respect to a structured parking facility Constructed in con­
junction with, and directly above or below, or adjacent and integrally 
related to, a development and financed with the proceeds of tax increment 
or revenue bonds." 
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Page II, line 29, delete "[469.1551]" and insert "[469.1651]" 

Page 11, line 31, before "A" insert "Prior to August 1, 1990," 

Page 11, line 34, delete everything after "nonprofit" 

Page II, delete line 35 

Pagel I, line 36, delete "of anticipating" and insert "hospitals in antic­
ipation of' 

Page 12, line 2, after the period, insert "The principal amount of the 
notes or certificates shall not exceed 75 percent of the accounts receivable 
and third-party reimbursement payments payable to that hospital as of 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 a_nd certificates was less than six percent of that 
hospital's gross revenues for the preceding fiscal year. 

The municipality need not comply with the procedures set forth in sec­
tions 469.152 to 469.165 in the issuance of notes or certificates of indebt­
edness pursuant to this section, but the m_unicipality 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 to this section." 

Page 13, line 3, delete "six" 

Page 13, delete lines 4 and 5 

Page 13, line 6, delete everything 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 II, 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 tender of, the obligation to the munic­
ipality or the institution or another person designated by either of them, 
for purchase at a specified time or timi?s. The note or certificate of indebt­
edness shall not be deemed to mature on any tender date, an,d 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 municipality or the borrowing institution may 
enter into agreements deemed appropriate to provide for the purchase and 
remarketing of tendered notes or certificates of indebtedness, including 
provi.Sions 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 m the time or times and 
on the terms, including convertibility to afixed rate of interest, determined 
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by the governing body of the municipality." 

Page 14, after line I, insert: 

"Subd. 6. [REPORT.] Within 30 days after issuance of notes or certif­
icates under this ·section, a municipality 11Z;Usi report io the commissioner 
of health on the issuance. The report must include· the name and location 
of the institution, the principal amount of the note or certificate, and its 
inaturity 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.] The requirements as to public 
sale shall not apply to: · 

(I) obligations issued under the provisions of a home rule charter or of 
a Jaw specifically authorizing a different method of sale, or authorizing 
them to be issued iri such manner or on such terms and conditions as the 
governing body may determine; 

(2) obligations sold_ by an issuer in an amount not exceeding 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 accordance 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, eff!sseYer refunding obligations referred 
to in section 475.67, se!,aivisieR I~ 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 Jaw, 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 obligarion tax­
exempt securities rated A or better by a national bond rating service, and 
(iii)"·and after "agfeements" inSert "or reverse·repurchase agreements" 

Page 14. line 35, after "agreements" insert "or reverse repurchase 
agreements" 

Page 15, line 4, after the second "or" insert "in general obligations of 
other state and local governments with_ taxing powers which are rated A 
or better by a national bond rating _s_etvice," 
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Page 15, line 5, after the comma, insert "or ( 3) a general obligation 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 that 
are rated the highest or next highest rating given by Standard & Poor's 
Corporation or Moody's Investors Service, Inc., and" 

Page 15, line 7, strike "1990" and insert "1991" 

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 to 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. I 3. [REPEALER.] 

Laws 1987, chapter 358, section 31, is repealed." 

Renumber the sections in sequence 

Amend the title as follows: 

Page I, line 4, delete "123.36" and insert "123.35" 

Page I, line 5, after the first semicolon, insert "375.83;" 

Page I, line 8, delete "469.035;" and insert "469.071, by adding a 
subdivision;" and after "I 2;" insert .. 475 .60, subdivision 2;" 

Page I, line 10, before the period, insert "; repealing Laws 1987, chapter 
358, section 31" 

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.F. No. 105: A bill for an act relating to taxation; permitting co.unties 
to impose a special levy for payments to soil and water conservation dis­
tricts; amending Minnesota Statutes 1986, section 275 .50, subdivision 5. 

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

Delete everything after the enacting clause and insert: 

"Section I. Minnesota Statutes 1987 Supplement, 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 va1orem 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 197 I; 

(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 subdivisions in issuing 
orders pursuant to this subdivision;· 

. ( c) pay the costs to a governmental 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 levied for the local share of 
the program for the taxes payable year I 971. 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 
1, 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 
4c 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 is 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 retire the prin­
cipal and interest on armory construction bonds; 

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

(i) pay the amounts required to compensate for a decrease in manufactured 
homes property tax receipts to the extent that the governmental subdivision's 
portion of the tota] ]evy in the current levy year, pursuant to section 274.19, 
subdivision 8, 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 Jaw or charter limitation, or the limitation imposed on 
the governmental subdivision by sections 275.50 to 275 .56 in the preceding 
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; 

(I) pay the increased cost of municipal services as the result of an annex­
ation or ccinsohdation ordered by the Minnesota municipal board but only 
to the extent and for the levy yea:rs 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 municipal services provided to new private 
industrial and nonresidential commercial 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 subdivis.ion may calculate the aggregate of: 

(I) 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 
each such development; 

(2) the amount determined by dividing the overall levy limitation estab­
lished pursuantto 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 levy base of the governmental 
subdivision; 

(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; 

( 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. O I I 
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; 

(p) the amounts allowed under section 174.27 to establish and administer 
a commuter van prog_ram;· 

(q) pay the costs of financial assistance to local governmental units and 
certain administrative; engineering, and leg31 ·expen·ses pursuant to Laws 
1979, chapter 253, section 3; 

(r) compensate for revenue lost as a result of abatements or court action 
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pursuant to section 270.07, 270.17 or 278.01 due toa 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 utilizes 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 limitation 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 following 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 I 15A.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 I, 
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, I 986; 

(w) pay the annual principal and interest due on a loan made under 
section I 16137; 

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

(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 I, line 18, delete "458.09" and insert "469.049" 

Page I, line 20, delete "chapter 462" and insert "sections 469.001 to 
469.047" 

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

Page I, line 28, delete "chapter 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 II, delete "chapters 458 and 462" and insert 
"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 authority 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 I, line 18, delete "458.09" and insert "469.049" 

Page I, line 20, delete "chapter 462" and insert "sections 469.001 to 
469.047" 

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

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

Page 2, line 6, delete "chapter 462" and insert "sections 469.001 to 
469.047" 

Page 2, lines 13 and 14, delete "chapters 458 and 462" and insert 
"sections 469.001 to 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.E Nos. 2568, 2569, 1963, 105, 765 and 1297 were read the second 
time. 

MOTIONS AND RESOLUTIONS 

Mr. 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 placed 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 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 

Cohen Hughes 
Dahl Johnson, DE. 
Davis Johnson, D.J. 
Decker Jude 
DeCramer Knaak 
Dicklich Kroening 
Diessner Laidig 
Frank Langseth 
Frederick Lantry 
Frederickson, D.J. Larson 
Frederickson, D.R. Lessard 
Freeman Luther 

Marty 
McQuaid 
Merriam 
Metzen 
Moe,D.M. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D.C 
Peterson, R. W 
Piper 

So the bill passed and its title was agreed to. 

Pogemiller 
Purfeerst 
Ramstad 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 

H.E 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, subdi­
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 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 

TUESDAY, MARCH 29, 1988 

Dahl Johnson, D.J. 
Davis Jude 
Decker Knaak 
DeCramer Knutson 
Dicklich Kroening 
Diessner Laidig 
Frank Langseth 
Frederick Lantry 
Frederickson, D.J. Larson 
Frederickson, D.R. Lessard 
Freeman Luther 
Hughes Marty 
Johnson, D.E. 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. 

Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Speru­
Storm 
Stumpf 
Vickerman 
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H.F. 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; spec-i­
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; 80E.07; 80E.08; 80E.09; SOE. 13; Minnesota Statutes 
1987 Supplement, sections 65B.49, subdivision 5a; and 72A.125, by adding 
a subdivision; proposing coding for new law in Minnesota Statutes, chapter 
SOE. 

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 0, as follows: 

Those who voted in the affirmative were: 
Adkins 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brataas 
Chmielewski 
Cohen 
Dahl 

Davis Jude 
Decker Knaak 
DeCramer Knutson 
Dicklich Kroening 
Diessner Laidig 
Frank Langseth 
Frederick Lantry 
Frederickson, D.J. Larson 
Frederickson, D.R. Lessard 
Freeman Luther 
Hughes Marty 
Johnson, D.E. McQuaid 
Johnson, D.l Merriam 

Metzen 
Moe,D.M. 
Moe, R.D. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D.C. 
Peterson, R. W 
Piper 
Pogemiller 
Purfeerst 
Ramstad 

So the bill passed and its title was agreed to. 

Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 

H.E No. 2020: A bill 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
divisions 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: 
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Adkins Dahl Johnson, D.J. Merriam 
Anderson Davis Jude Metzen 
Beckman Decker Knaak Moe, D.M. 
Belanger DeCramer Knutson Moe, R.D. 
Benson Dicklich Kroening Morse 
Berg Diessner Laidig Novak 
Berglin Frank Langseth Olson 
Bernhagen Frederick Lantry Pehler 
Bertram Frederickson, D.J. Larson Peterson, D.C. 
Brandl Frederickson, D.R. Lessard Peterson, R. W 
Brataas Freeman Luther Piper 
Chmielewski Hughes Marty Pogemiller 
Cohen Johnson, D.E. McQuaid Purfeerst 

So the bill passed and its title was agreed to. 

[78THDAY 

Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 

S.F. 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 325F. 

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 Dahl Johnson, D.J. 
Anderson Davis Jude 
Beckman Decker Knaak 
Belanger DeCramer Knutson 
Benson Dicklich Kroening 
Berg Diessner Laidig 
Berglin Frank Langseth 
Bernhagen Frederick Lantry 
Bertram Frederickson, D.J. Larson 
Brandl Frederickson, D.R. Lessard 
Brataas Freeman Luther 
Chmielewski Hughes Marty 
Cohen Johnson, D.E. 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. 

Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 

S.E No. 1561: A bill for an act relating to game and fish; prohibiting 
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 97B.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 I, as follows: 
Those who voted in the affirmative were: 

Adkins Davis Johnson, D.J. Merriam Reichgott 
Anderson Decker Jude Metzen Renneke 
Beckman DeCramer Knaak Moe, R.D. Samuelson 
Belanger Dicklich Knutson Morse Schmitz 
Benson Diessner Kroening Novak Solon 
Be,g Frank Laidig Olson Spea, 
Berglin Frederick Langseth Pehler 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 Luthe'" Pogemille'" 
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.F. No. 1731: A bill for an act relating to the city of Proctor; authorizing 
the continuance of a municipal liquor store. 

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 
Brandl 
Brataas 
Chmielewski 
Cohen 

Dahl Johnson, D.E. 
Davis Johnson, D.J. 
Decker Jude 
DeCramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes 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. 

Purfeerst 
Ramstad 
Renneke 
Saniuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 

H.F. No. 2254: A bill for an act relating to liquor; authorizing 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 final passage. 

The question 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: 
Adkins Cohen Hughes Luther Ramstad 
Anderson Davis Johnson, D. E. 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.J. Langseth Pehler Stumpf 
Bertram Frederickson, D.R. Lantry Peterson, D.C. Vickerman 
Brandl Freeman Larson Piper 
Brataas Gustafson Les·sard Purfeerst 

Those who voted in the negative were: 

Chmielewski Dicklich Novak Peterson, R. W Reichgott 
Dahl Johnson, D.l Olson 

So the bill passed and its title was agreed to. 

H.F. No. 2358: A bill for an act relating to state lands; authorizing sale 
of certain tax-forfeited lands that border public 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 0, as follows: 

Those who voted in the affirmative were: 
Adkins 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 
Dahl 

Davis Johnson, D.J. 
Decker Jude 
DeCramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes Marty 
Johnson, D.E. 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. 

Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 
Waldorf 

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; 
amending Minnesota Statutes 1987 Supplement, section 112.411, subdi­
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 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 
Dahl 

Davis Jude 
Decker Knaak 
DeCramer Knutson 
Dicklich Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes Marty 
Johnson, D.E. McQuaid 
Johnson, D.J. Merriam 

Metzen 
Moe,D.M. 
Moe,R.D. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D. C. 
Peterson, R. W. 
Piper 
Pogemiller 
Purfeerst 
Ramstad 

So the bill passed and its title was agreed to. 

Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 
Waldorf 

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; preventing insolvencies; making certain 
technical changes; amending Minnesota Statutes 1986, sections 60C.02, 
subdivision I; 60C.03, subdivisions 2, 7, and by adding a subdivision; 
60C.0S, subdivisions I and 2; 60C.06, by adding a subdivision; 60C.13, 
subdivision 2; 60C.IS; and 60C.18; Minnesota Statutes 1987 Supplement, 
section 60C.09; repealing Minnesota Statutes I 987 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 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 

TUESDAY, MARCH 29, 1988 

Dahl Johnson, D.E. 
Davis Johnson, D.J. 
Decker Jude 
DeCramer Knaak 
Dicklich Kroening 
Diessner Laidig 
Frank Langseth 
Frederick Lantry 
Frederickson, D.J. Larson 
Fred_erickson, D.R. Lessard 
Freeman Luther 
Gustafson Marty 
Hughes 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. 

Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 
Waldorf 

6741 

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 Dahl Johnson, D.E. 
Anderson Davis Johnson, D.J. 
Beckman Decker Jude 
Belanger DeCramer Knaak 
Benson Dicklich Knutson 
Berg Diessner Kroening 
Berglin Frank Laidig 
Bernhagen Frederick Langseth 
Bertram Frederickson, D.J. Lantry 
Brandl Frederickson, D.R. Larson• 
Brataas Freeman Lessard 
Chmielewski Gustafson Luther . 
Cohen Hughes Marty 

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. 

Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Spear 
Storm 
Stumpf 
Vickerman 
Waldorf 

H.E No. 1585: A bill for an act relating to natural resources; designating 
a basin of Twin Lake within the city of Robbinsdale as a separate basin, 
South Twin Lake. 

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

Dahl Johnson, D.E. 
Davis Johnson, D.l 
Decker Jude 
DeCramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson· 
Freeman Lessard 
Gustafson Luther 
Hughes Marty 

McQuaid 
Merriam 
Metzen 
Moe,D.M. 
Moe, R.D. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D.C. 
Peterson, R. W 
Piper 
Pogemillei" 

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.F. 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 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: 
Adkins Dahl Johnsori, D.E. McQuaid 
Anderson Davis Johnson, D.J. Merriam 
Beckman Decker Jude Metzen 
Belanger DeCramer Knaak Moe, D.M. 
Benson Dicklich Knutson Moe, R.D. 
Berg Diessner Kroening Morse 
Berglin Frank Laidig Novak 
Bernhagen Frederick Langseth Olson 
Bertram Frederickson, D.J. Lantry Pehler 
Brandl Frederickson, D.R. Larson Peterson, D.C. 
Brataas Freeman Lessard Peterson, R W. 
Chmielewski Gustafson Luther Piper 
Cohen Hughes Marty Pogemiller 

So the bill passed and its title was agreed to. 

Purfeerst 
Ramstad 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 
Waldorf 

H.F. 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 l 15A.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 
Anderson Davis Johnson, D.J. Merriam 
Beckman Decker Jude Metzen 
Belanger DeCramer Knaak Moe, D.M. 
Benson Dicklich Knutson Moe, R. D. 
Berg Diessner Kroening Morse 
Berglin Frank Laidig Novak 
Bernhagen Frederick Langseth Olson 
Bertram Frederickson, D.l Lantry Pehler 
Brandl Frederickson, D.R. Larson Peterson, D.C. 
Brataas Freeman Lessard Peterson, R. W 
Chmielewski Gustafson Luther Piper 
Cohen Hughes Marty Pogemiller 

So the bill passed and its title was agreed to. 

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

H.F. 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 I, 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 O, as follows: 
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Those who voted in the affirmative were: 
Adkins 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 

Dahl Johnson, D.E. 
Davis Johnson, DJ. 
Decker Jude 
DeCramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes 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. 

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

6743 

H.E No. 255 I: 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, 
a distance of 1117.lO feet; to the point of beginning; thence south O degrees 
27 minutes 36 seconds east, parallel with the west line of the northerly 
part of Government Lot 3; a distance of I 825 feet more or less to the 
lakeshore and said l~ne 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 I, 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 

Johnson, D.J. 
Jude 
Knaak 

De Cramer Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Fredericks'on, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes Marty 
Johnson, D.E. McQuaid 

Mr. Dicklich voted in the negative. 

Merriam 
Metzen 
Moe, D.M. 
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 

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 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. Renneke 
Benson Dick.Heh Knutson Moe,R.D. Samuelson 
Berg Diessner Kroening Morse Schmitz 
Berglin Frank Laidig Novak Solon 
Bernhagen Frederick Langseth Olson Spear 
Bertram Frederickson, DJ. 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. 

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.Oll. 

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 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 
Dahl 

Davis Johnson, D.J. 
Decker Jude 
De Cramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes Marty 
Johnson, D.E. McQuaid 

Metzen 
Moe,D.M. 
Moe, R.D. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D. C. 
Peterson, R. W. 
Piper 
Pogemiller 
Purfeerst 
Ramstad 

Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Storm 
Stumpf 
Vickerman 
Waldorf 

Ms. Berglin, Messrs. Merriam and Spear voted in the negative. 

So the bill passed and its title was agreed to. 

H.E No. 2402: A bill for an act relating to economic development; 
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 Dahl Johnson, D.E. McQuaid 
Anderson Davis Johnson, DJ. Merriam 
Beckman Decker Jude Metzen 
Belanger DeCramer Knaak Moe, D.M. 
Benson Dick.Heh Knutson Moe, R. D. 
Berg Diessner Kroening Morse 
Berglin Frank La.idig Novak 
Bernhagen Frederick Langseth Olson 
Bertram Frederickson, D.J. Lantry Pehler 
Brandl Frederickson, D.R. Larson Peterson, D.C. 

· Brataas Freeman Lessard Peterson, R. W. 
Chmielewski Gustafson Luther Pip~r 
Cohen Hughes Marty Pogemiller 

So the bill passed and its title was agreed to. 

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

6745 

H.E 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 yeas 64 and nays 0, as follows: 

Those who voted in the affirmative were: 
Adkins Dahl Johnson, D.E. McQuaid 
Anderson Davis Johnson, D.J. Merriam 
Beckman Decker Jude Metzen 
Belanger DeCramer Knaak Moe, D.M. 
Benson Dicklich Knutson Moe, R. D. 
Berg Diessner Kroening Morse 
Berglin Frank Laidig Novak 
Bernhagen Frederick Langseth Olson 
Bertram Frederickson, D.J. Lantry Pehler 
Brandl Frederickson, D.R. Larson Peterson, D.C. 
Brataas Freeman Lessard Peterson, R. W 
Chmielewski Gustafson Luther Piper 
Cohen Hughes Marty Pogemiller 

So the bill passed and its title was agreed to. 

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

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 Dahl Johnson, D.E. 
Anderson Davis Johnson, DJ. 
Beckman Decker Jude 
Belanger DeCramer Knaak 
Benson Dicklich Knutson 
Berg Diessner Kroening 
Berglin Frank Laidig 
Bernhagen Frederick Langseth 
Bertram Frederickson, DJ. Lantry 
Brandl Frederickson, D.R. Larson 
Brataas Freeman Lessard 
Chmielewski Gustafson Luther 
Cohen Hughes Marty 

McQuaid 
Merriam 
Metzen 
Moe. D.M. 
Moe, RD. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D. C. 
Peterson, R. W 
Piper 
Pogemiller 

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; permmmg 
appointment of any number of guardians; permitting the appointment of 
guardians who reside outside the state; amending Minnesota Statutes 1986, 
sections 525.54, subdivision I; 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 yeas 65 and nays 0, as follows: 

Those who voted in the affirmative were: 

Adkins Dahl Johnson, O.E. McQuaid 
Anderson Davis Johnson, D.J. Merriam 
Beckman Decker Jude Metzen 
Belanger DeCramer Knaak Moe, D. M. 
Benson Dicklich Knutson Moe, R. D. 
Berg Diessner Kroening Morse 
Berglin Frank Laidig Novak 
Bernhagen Frederick Langseth Olson 
Bertram Frederickson, D.J. Lantry Pehler 
Brandl Frederickson, D.R. Larson Peterson, D. C. 
Brataas Freeman Lessard Peterson, R. W. 
Chmielewski Gustafson Luther Piper 
Cohen Hughes Marty Pogemiller 

So the bill passed and its title was agreed to. 

Purfeerst 
Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerinan 
Waldorf 

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 I, and by adding a subdivision; pro­
Posing coding for new law in Minnesota Statutes, chapter 367; repealing 
Minnesota Statutes I 986, sections 367.41, subdivisions 4 and 5; 367 .42_, 
subdivision 2; 626.843, subdivision la; and 626.845, subdivision 2; and 
Minnesota Statutes 1987 Supplement, sections 367.03, subdivision 3; and 
367.41, subdivision I. 

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 
Brandl 
Brataas 
Chmielewski 
Cohen 

Dahl Johnson, D. E. 
Davis Johnson, D.J. 
Decker Jude 
DeCramer Knaak 
Dick.heh Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes Marty 

McQuaid 
Merriam 
Metzen 
Moe,O.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. 

~rfeerst 
Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
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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 timf and placed on its finaLpassage. 

The question was taken on the passage of the bill. 

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

Those who voted in the affirmative were: 
Adkins Dahl Johnson, D.E. 
Anderson Davis Johnson, D.J. 
Beckman Decker Jude 
Belanger DeCramer Knaak 
Benson Dicklich Knutson 
Berg Diessner Kroening 
Berglin Frank Laidig 
Bernhagen Frederick Langseth 
Bertram Frederickson; D.J. Lantry 
Brandl Frederickson, D.R. Larson 
Brataas Freeman Lessard 
Chmielewski Gustafson Luther 
Cohen Hughes Marty 

Mr. Merriam voted in the negative. 

McQuaid 
Metzen 
Moe, R.D. 
Morse 
Novak 
Olson 
Pehler 
Petel'son, D.C. 
-Peterson, R. W. 
Piper 
Pogemiller 
Purfeerst 
Ramstad 

So the bill passed and its title was agreed to. 

Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 

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 Siatutes, chapter 626. 

Was read the third time and placed on its final passag·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 
Anderson Davis Johnson, D.l Merriam 
Beckman Decker Jude Metzen 
Belanger DeCramer Knaak Moe, D.M. 
Benson Dicklich Knutson · Moe, R.D. 
Berg Diessner Kroening Morse 
Berglin Frank Laidig Novak 
Bernhagen Frederick Langseth Pehler 
Bertram Frederickson, D.J. Lantry Peterson, D.C. 
Brandl Frederickson, D.R. Larson Peterson, R.W. 
Brataas Freeman Lessard Piper 
Chmielewski · Gustafson Luther Pogemiller 
Cohen Hughes Marty Purfeerst 

So the bill passed and its title was agreed to. 

R~stad 
ReichgOtt 
Renneke · 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 

H.F. 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 I; 383C.131; 383C.J33, subdivision I; 383C.135; 383C.16; 
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383C.161; 383C. 162; 383C. l 7; 383C.231, subdivision I; 383C.232; 383C.26; 
383C.261; 383C.36; 383C.422; 383C.482, subdivision I; 383C. 74, sub­
division I; 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. l 32; 383C.13; 383C.133; 383C. l 71; 383C. l 74; 
383C. l 75; 383C.20; 383C.202; 383C.203; 383C.291; 383C.292; 383C.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.SS; 
383C.SSI; 383C.552; 383C.553; 383C.554; 383C.555, subdivision 2; 
383C.556; 383C.557; 383C.61; 383C.61 l; 383C.612; 383C.613; 383C.64; 
383C.641; 383C.642; 383C.643; 383C.644; 383C.645; 383C.646; 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 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 
Anderson Davis Johnson, D.l Merriam 
Beckman Decker Jude Metzen 
Belanger DeCramer Knaak Moe, D.M. 
Benson Dicklich Knutson Moe, R. D. 
Berg Diessner Kroening Morse 
Berg I in Frank Laidig Novak 
Bernhagen Frederick Langseth Olson 
Bertram Frederickson, D.J. Lantry Pehler 
Brandl Frederickson, D.R. Larson Peterson, D.C. 
Brataas Freeman Lessard Peterson, R. W. 
Chmielewski Gustafson Luther Piper 
Cohen Hughes Marty Pogemiller 

So the bill passed and its title was agreed to. 

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

H.E No. 1923: A biII for an act relating to civil actions; imposing 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: 
Adkins 
Anderson 
Beckman 
Belanger 
Benson 
Berglin 
Bernhagen 
Bertram 
Brataas 
Chmielewski 
Cohen 
Dahl 
Davis 

Decker Jude 
DeCramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes Marty 
Johnson, D. E. McQuaid 
Johnson, D.J. Merriam 

Metzen 
Moe,D.M. 
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 
Taylor 
Vickerman 
Waldorf 
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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 SOC.OJ, subdivision 4; proposing coding for 
new Jaw in Minnesota Statutes, chapter SOC. 

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 
Anderson Davis Johnson, D.1 Merriam 
Beckman Decker Jude Metzen 
Belanger DeCramer Knaak Moe, D.M. 
Benson Dicklich Knutson Moe, R.D. 
Berg Diessner Kroening Morse 
Berglin Frank Laidig Novak 
Bernhagen Frederick Langseth Olson 
Bertram Frederickson, D.J. Lantry Pehler 
Brandl Frederickson, D.R. Larson Peterson, D.C. 
Brataas Freeman Lessard Peterson, R. W. 
Chmielewski Gustafson Luther Piper 
Cohen Hughes Marty Pogemiller 

So the bill passed and its title was agreed to. 

Purfeerst 
Ramstad 
Reichgoll 
Renneke 
Samuelson 
Schmitz 
Solon 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 

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. 

T.he 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 
Anderson Davis Johnson, D.J. Merriam 
Beckman Decker. Jude . Metzen 
Belanger DeCramei- Knaak Moe, D.M. 
Benson Dicklich Knutson Moe, R.D. 
Berg Diessner Kroening Morse 
Berglin Frank Laidig Novak 
Bernhag~n Frederick Langseth Olson 
Bertram Frederickson, D.J. Lantry Pehler 
Brandl Frederickson, D.R. Larson Peterson, D.C. 
Brataas Freeman Lessard Piper 
Chmielewski Gustafson Luther Pogemiller 
Cohen Hug'hes Marty----. Purfeerst 

So the resolution passed and its title was agreed to. 

Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storril 
Stumpf 
Taylor 
Vickerman 
Waldorf 

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: 

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

Dahl Johnson, D.E. 
Davis Johnson, DJ. 
Decker Jude 
De Cramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.l Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes 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. 

Purfee,-st 
Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 

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 Stat~tes, chapter 378. 

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 
Brandl 
Brataas 
Chmielewski 
Cohen 

Dahl Johnson, D.E. 
Davis Johnson, DJ. 
Decker . Jude 
DeCramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.l Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes 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. 

Purfeerst 
R.imstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Solon· 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
WaJdorf 

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 I 986, sections 617 .293; and 6 I 7 .296, subdivision I, 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 6 I and nays I, as follows: 

Those who voted in the affirmative were: 
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Adkins Dahl Johnson, D.E. 
Anderson Davis Johnson, D.J. 
Beckman Decker Jude 
Belanger DeCramer Knaak 
Benson Dicklich Knutson 
Berg Diessner Kroening 
Berglin Frank Laidig 
Bernhagen Frederick Langseth 
Bertram Frederickson, D.J. Lantry · 
Brandl Frederickson, D.R. Larson 
Brataas Freeman Lessard 
Chmielewski Gustafson Luther 
Cohen Hughes Marty 

Mr. Spear voted in the negative. 

McQuaid 
Metzen 
Moe, D.M. 
Moe,R.D. 
Morse 
Novak 
Olson 
Pehler i 
PetersoQ, D.C. 
Piper 
Purfeerst 
Ramstad 
Reichgoh 

So the bill passed and its title was agreed to. 

Renneke 
Samuelson 
Schmitz 
Solon 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
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H.F. 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, subdivi~ion 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: 
Adkins 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 

Dahl Johnson, DJ. 
Davis Jude 
Decker Knaak 
DeCramer Knutson 
Dicklich Kroening 
Frank Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Hughes Marty 
Johnson, D.E. McQuaid 

Merriam[ 
Metzen : 
Moe, D.~. 
Moe, R.D. 
Mor·se 
Novak 
Olson 
Pehler I 

Pete_rson,; D.C. 
Peterson,i R. W. 
Piper 
Pogemiller 
Putfeerstl 

So the bill passed and its title was agreed to. 

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

S.F. 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: 

Adkins 
Beckman 
Belanger 
Bertram 
Brandl 
Chmielewski 
Cohen 
Dahl 
Davis 
Decker 
DeCramer 

Dick.Ii ch Langseth 
Diessner Lantry 
Frank Lessard 
Frederickson, D.J. Luther 
Frederickson, D.R. Marty 
Freeman McQuaid 
Johnson, D.E. Merriam 
Johnson, D.J. Metzen 
Jude Moe, D.M. 
Kroening Moe, R.D. 
Laidig Morse 

Novak 
Olson 
Pehler 
Peterson, D. C. 
Peterson, R W. 
Piper I 
Pogemiller 
Purfeerst , 
Reichgou: 
Renneke ; 
Samuelson 

Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 
Waldorf 
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Those who voted in the negative were: 

Anderson 
Benson 

Berg 
Bernhagen 

Frederick 
Knaak 

Knu1son 
Larson 

Ramstad 

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 I; 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 I, as follows: 

Those who voted in the affirmative were: 

Adkins 
Anderson 
Beckman 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
Dahl 
Davis 

Decker Jude 
DeCramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Lai dig 
Frederick Langseth 
Frederickson, DJ. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Marty 
Hughes McQua1d 
Johnson, D.E. Merriam 
Johnson, D.J. Metzen 

Mr. Belanger voted in the negative. 

Moe,D.M. 
Moe, R.D. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D. C. 
Peterson, R. W 
Piper 
Pogemiller 
Purfeerst 
Ramstad 
Reichgott 

So the bill passed and its title was agreed to. 

Renneke 
Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 

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.805, 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 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brataas 
Chmielewski 

Cohen Knutson 
Decker Kroening 
Diessner Laidig 
Frederick Langseth 
Frederickson, D.J. Lantry 
Frederickson, D.R. Larson 
Freeman Lessard 
Gustafson Luther 
Johnson, D. E. Marty 
Jude McQuaid 
Knaak Merriam 

Those who voted in the negative were: 

Brandl 
Dahl 

Davis 
DeCramer 

Dicklich 
Frank 

Metzen 
Moe, D.M 
Moe, R.D. 
Morse 
Novak 
Olson 
Peterson, D. C. 
Peterson, R.W. 
Piper 
Purfeerst 
Ramstad 

Johnson, D.J. 
Pehler 

So the bill passed and its title was agreed to. 

Reichgott 
Renneke 
,Samuelson 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Vickerman 
Waldorf 

Pogemiller 
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MOTIONS AND RESOLUTIONS · CONTINUED 

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

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; l 29A.02, subdivision 3; 129A.09; 
129A. IO; 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; 245.814, subdivisions I, 2, and 3; 245.83; 245.84, subdivision 
I; 246.023; 248.07, subdivision 7 and 12; 252.291, subdivisions 1 and 2; 
256. 73, subdivisions 2, 6, and by adding subdivisions; 256. 736, by adding 
subdivisions; 256.76, subdivision I; 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 adding a subdivision; 256D.07; 256D.35, by add­
ing a subdivision; 256D.37, subdivision 2, and by adding subdivisions; 
256E.12, subdivisions I and 2; 256E03, 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.2(, by adding a subdivision; 
609.72, subdivision l; 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.Ol, subdivisions 5, 6, and 7; I 29A.03; 
129A.06, subdivision I; 129A.07, subdivision I; 129A.08, subdivisions 
I, 4, and 5, and by adding subdivisions; 144A.071, subdivision 3; 144A.073, 
subdivisions 1, 2, 7, and 8; 148B.23, subdivision I; 148B.42, subdivision 
l; 245.462, subdivisions 3, 4, 6, 17, 18, 19, 20, 21, 23, and 25; 245.465; 
245.466, subdivisions I, 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 I and 2; 245.476, subdivision I; 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 lb, 4, and II; 
256. 936; 256.969, subdivision 3; 256B.02, subdivision 8; 256B.03 I, sub­
division 5; 256B.042, subdivision 2; 256B.06, subdivisions I and 4; 256B.091, 
subdivision 4; 256B.35, subdivision I; 256B.43 I, subdivision 4; 256B.433, 
subdivision I; 256B.501, subdivision I; 256B. 73, subdivision 2, and by 
adding a subdivision; 256D.01, subdivision la; 256D.03, subdivision 3; 
256D.06, subdivisions I and lb; 256D.37, subdivision I; 256E.12, sub­
division 3; 268.91, subdivisions I, 3, 3b, 3c, 3e, 4, and 12; 393.07, sub­
division IO, 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 I, 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, subdivision 3; 148B.04, subdivision l; 
and 256B. 73, subdivision IO. 

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. 2 I 26, 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.E 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 'TENTER" insert 
"TASK FORCES" 

Page 63, line 15, delete "13-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 everything after the first cqmma and insert "the 
city and" .. 

Page 63, line 21, delete everything after the first "county" and insert 
"in which the regional center is located, local hospitals," 

Page 63, line 24, delete "a Faribault" and insert "each" 

Page 63, line 26, delete "Faribault" and insert "the" 

Page 63, line 32, delete "The Faribault" 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. 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. E No. 2568.) 

Page 63, line 31, after the period, insert "The task force must not consider 
or recommend that the regional treatment center be used to provide new 
or expanded services of a type currently provided by another regional 
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. identical to S. E No. 2568.) 

Page 32, line 32, delete "in 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" insf!rt "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.E 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 jnternal references 

Amend the title accordingly 

The question was taken on the adoption of the amendment. 

The roll was called, and there were yeas 39 and nays I 8, as follows: 

Those who voted in the affirmative were: 

Adkins 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Betnhagen 
Bertram 

Chmielewski Gustafson 
Dahl Johnson, D.E. 
Decker Jude 
DeCramer Knaak 
Frank Kroening 
Frederickson, D.J. Laidig 
Frederickson, D.R. Langseth 
Freeman Larson 

Those who voted in the negative were: 

McQuaid 
Mehrkens 
Metzen 
Morse 
Olson 
Ramstad 
Reichgott 
Renneke 

Schmitz 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 



6756 JOURNAL OF THE SENATE [78THDAY 

Berglin 
Brandl 
Brataas 
Dicklich 

Diessner 
Johnson, D.J. 
Knutson 
Lantry 

Marty 
Merriam 
Moe,D.M. 
Peterson, D.C 

Peterson, R W Samuelson 
Piper Spear 
Pogemiller 
Purfeerst 

The motion prevailed. So the amendment was adopted. 

Mr. Frederickson, D.R. moved to amend H.F. 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 

( q) to license or certify as 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 /44.56 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 coinmissioner 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.F. 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.F. 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 16, after line 13, insert: 

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

Subd. 4a. [ASSET TRANSFER NOTICE.] When a pers9n 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 /03 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 transfer of liquid 
assets for qualified persons under section 256B.17, subdivision 7, and 
sections 102 and /03." 

Page 100, line 12, strike "$10,000" and insert "$25,000" 

Page IOI, after line IO, insert: 
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"Sec. I 01. Minnesota Statutes 1986, section 256B. l 7, 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 I, 1983, may transfer liquid assets 
to a noninstitutionalized spouse without loss of eligibility if alt ef The 
liquid assets tramferred 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 256B.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 $1G,OQQ $25,000 in 
liquid assets, including assets singly owned and 50 percent of assets owned 
jointly with the institutionalized spouse; 

(c) +1,e .....-1,aHsfeffea, tegelhe• V14lit the neaiasli!Hlieaaliaea sreuse's 
<>WB-, tetalt;"" mere than $W,OQQ ttt tttt"'tl assets; 8"'! 

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

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

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

Subd. 7a. [ASSET TRANSFER REQUIREMENTS.] If an institution­
alized spouse chooses· tQ 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 noninstitutionalized 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 liquid assets. 

(c) If the liquid assets 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 256B.17, subdivision 7, and 
file the notice of intent with the county agen·cy. 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 within 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 amended 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 considered in determining 
eligibility for medical assistance for the institutionalized spouse and that 
the noninstitutionalized spouse is not required to use the transferred liquid 
assets to contribute to future medical support for the institutionalized 
spouse except as required by section 2568.14, 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 2568.17, is amended by 
adding a subdivision to read: 

Subd. 7c. [AGENCY REPORT.] Upon three years after the effective date 
of sections 11 and 101 to 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 to the state, and the effectiveness 
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 
Belanger 
Benson 
Berg 
Bernhagen 
Brataas 

Decker Knutson 
Frederick Kroening 
Frederickson, D.R. Laidig 
Gustafson Larson 
Johnson, D.E. Lessard 
Knaak McQuaid 

Those who voted in the negative were: 

Adkins 
Beckman 
Berglin 
Bertram 
Brandl 
Chmielewski 
Cohen 
Dahl 

Davis 
DeCramer 
Dicklich 
Diessner 
Frank 
Frederickson, D.J. 
Freeman 
Johnson, D.J. 

Jude 
Langselh · 
Lantry 
Marty 
Merriam 
Moe, D.M. 
Moe, R.D. 
Novak 

Mehrkens 
Metzen 
Morse 
Olson 
Ramstad 
Storm 

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

Taylor 
Vickerman 

Schmitz 
Solon 
Spear 
Swmpf 
Waldorf 
Wegscheid 

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: 



78THDAY] TUESDAY, MARCH 29, I 988 6759 

Adkins Cohen Gustafson Marty Piper 
Anderson Dahl Johnson, D.E. McQuaid Ramstad 
Beckman Davis Johnson. D.l Mehrkens Reichgotl 
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 
Brandl Frederickson, D.J. Lantry Pehler Taylor 
Biataas 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 stricken 
and iaid on the table. The motion prevailed. 

RECESS 

Mr. Moe, R.D. moved that the Senate do now recess subject to the call 
of the President. The motion prevailed. 

After a brief recess, the Presi_dent 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 appointed as a Conference 
Committee on: 

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

S.E No. 2565: Messrs. Langseth, Mehrkens, Wegscheid, Metzen and 
Purfeerst. 

Mr. Moe, R.D. moved that the foregoing 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 I 9, 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.E 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 
to 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 I; 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.E No. 2569 as follows: 
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Page 5, line 35, delete "Council" and insert "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 coinmittee, 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 
department of employee relations;" 

Page 6, line 8, delete "council" and insert "advisory task force" 

Page 6, line 9, delete "recommended procedures" and insert ''findings 
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 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Dahl 

Davis Gustafson 
Decker Knaak 
Diessner Knutson 
Frank Kroening 
Frederick Laidig 
Frederickson, D.R. Larson 
Freeman Lessard 

Those who voted in the negative were: 

Adkins 
Beckman 
Bertram 
Brandl 
Braiaas 

Cohen 
DeCramer 
Dicklich 
Frederickson, D.J. 
Johnson, D.E. 

Johnson, D.J. 
Jude 
Lantry 
Luther 
Metzen 

Marty 
McQu'aid 
Mehrkens 
Merriam 
Morse 
Olson 
Pehler 

Peterson, R. W 
Piper 
Pogemiller 
Samuelson 
Schmitz 

Peterson, D.C. 
Purfeerst 
Ramstad 
Reichgott 
Storm 
Vickerman 
Wegscheid 

Stumpf 
Taylor 

. Waldorf 

The motion prevailed. So the amendment was adopted. 

Ms. Peterson, 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 
Berg 
Berglin 
Davis 
Diessner 
Frank 

Frederick 
Frederickson, D.J. 
Freeman 
Jude 
Knaak 
Knutson 

Larson 
Lessard 
McQuaid 
Merriam 
Metzen 
Moe, D.M. 

Those who voted in the negative were: 

Adkins 
Anderson 
Belanger 
Benson 
Bernhagen 
Bertram 
Brandl 

Brataas Gustafson 
Chmielewski Hughes 
Cohen Johnson, D.E. 
Dahl Kroening 
Decker Laidig 
De Cramer Langseth 
F~ederickson, D.R. Lantry 

Morse 
Novak 
Olson 
Pehler 
Peterson, D. C. 
Peterson, R. W 

Luther 
Marty 
Mehrkens 
Piper 
Ramstad 
Reichgott 
Schmitz 

Pogemiller 
Rennek.e 
Spear 
Vickerman 
Wegscheid 

Storm 
Stumpf 
Taylor 
Waldorf 

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 education 
coordir:iating board." 

Pages 11 and I 2, delete section 13 and insert: 
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"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 he 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 appoi_nted 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 to section 15 .0575 but must not be 
compensated. 

Subd. 3. [DUTIES.] The commission shall: 

( J) in consultation with current and former regents and the administra­
tion of the University of Minnesota, research, adopt, and publish the qual­
ifications for a regent; 

(2) develop, in ·consulta_tion 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 
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other members appointed by the subcommittee, and encourage each sub­
committee to use_ the commission's qualifications to identify 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 posi­
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 legislature. For a candidate required 
to reside in a congressional district, the commission shall recommend only 
a candidate recommended by the subcommittee. 

Subd. 5. [STAFF.] The higher education coordinating board shall provide 
staff and support for the commission as necessary to 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 term." 

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 
Belanger 
Benson 

Bernhagen 
Decker 
Diessner 

Frederick 
Laidig 
Larson 

Those who voted in the negative were: 

Mehrkens 
Ramstad 
Reichgott 

Storm 
Taylor 
Vickerman 
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Adkins 
Beckman 
Berglin 
Bertram 
Brandl 
Brataas 
Chmielewski 
Cohen 
Dahl 

TUESDAY, MARCH 29, 1988 

Davis 
DeCramer 
Dicklich 
Frank 
Frederickson, D.J. 
Freeman 
Gustafson 
Hughes 
Johnson, D.E. 

Johnson, DJ. 
Jude 
Knaak 
Knutson 
Kroening 
Langseth 
Lantry 
Lessard 
Marty 

McQuaid 
Merriam 
Metzen 
Moe,D.M. 
Moe, R.D. 
Morse 
Novak 
Olson 
Pehler 
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Peterson, D.C. 
Peterson, R. W 
Piper 
Pogemiller 
Renneke 
Schmitz 
Spear 
Waldorf 

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 I, 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 
Frederick 
Frederickson, D.J. 
Freeman 
Johnson, D.E. 
Johnson, D.J: 

Jude 
,'Knaak 
Knutson 
Kroening 
Laidig 
Langseth 
Lantry 
Larson 
Lessard 
Marty 
McQuaid 
Mehrkens 

Merriam 
Metzen 
Moe, D.M. 
Moe, R.D. 
Morse 
Novak 
Olson 
Pehler 
Peterson, D. C. 
Peterson, R. W. 
Piper 
Pogemiller 

Purfeerst 
Ramstad 
Reichgott 
Renneke 
Samuelson 
Schmitz 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
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 ihe vote whereby H. E No. 17 49 failed to pass 
the Senate on March 28, 1988, be now reconsidered. The motion prevailed. 

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 
lb; and Minnesota Statutes 1987 Supplement, sections 296.025, subdivi­
sions 2a and 2b; and 297B.09, subdivision l. 

Mr. 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.E No. 1783 a Special Order to be heard 
immediately. 

SPECIAL ORDER 

S.E No. _1783: A bill for an act relating to motor vehicles; requmng 
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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imposing fees for inspection; prescribing penalties; appropriating money; 
proposing coding for new Jaw in Minnesota Statutes, chapter 116. 

Mr. Diessner moved to amend S.F. 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 employed in the 
metropolitan area that the employee's vehicle be inspected annually. 
Employers located in the metropolitan area shall require each employee 
who resides outside the metropolitan area to file with the employer a copy 
of a certificate of compliance or waiver or evidence that the employee 
does not own a motor vehicle." 

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

Mr. De Cramer moved to amend S. F. No. 1783 as follows: 

Page I, after line 11, insert: 

"Section I. Minnesota Statutes 1987 Supplement, section 41A.09, sub­
division 5, is amended to read: 

Subd. 5. [EXPIRATION.] This section~ J;,ly +,~is repealed 
on February 16, 1995, and all money in the fund on that date reverts to 
the general fund." 

Page 8, line 3, delete the first "3" and insert "4" 

Page 8, after line 5, insert: 

"Sec. 8. Minnesota Statutes I 986, section 296.02, subdivision 7, is 
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 I 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) Fe, the fu€i¼I yea, eftffif!g .H¼tte 'lG, -1-9&+;-~ eefttS.c 

W On and after July I, I 987, 20 cents. 

(b) On and after January I, 1991, JO 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 W 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. la. [MINIMUM OXYGEN CONTENT.] (a) Unleaded gasoline 
with an octane rating of 90 or less may not be sold in this state fo'r use 
in motor vehicles unless it is a gasoline blend consisting of 3 .5 percent 
oxygen content by weight. · 

(b) The requirement of paragraph (a) applies to the metropolitan area, 
as defined in seciion 47 3. 121, on and after January 1, 1991 . 

. ( c) The requirement of paragraph I a) applies to all statutory and home 
rule charter cities with a population 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 1, 1995. 

Sec. 1 I. [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 combinihg that fuel with gasoline, to meet the requirement imposed by 
section JO. In selecting the recommended fuel, the following must be 
considered: 

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

/2) the impact of federal legislation imposing a requirement that gasoline 
be blended with oxygenated fuel; 

(3) the possibility of a reduced need for an inspection 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 efficiency of the various fuels; 

(6) the physical feasibility of blending the fuels with gasoline; 

/7) the current and potential availability of each oxygenated fuel from 
sources in Minnesota; 

/8) the effect on the highway user tax distribution fund; and 

(9) other relevant matters. 

Sec. 12. [REPEALER.] 

Minnesota Statutes 1986, section 296.02, subdivisions 7 and 8, are 
repealed effective January 1, 1993." 

Page 8, line 7, delete "3" and insert "4" 

Page 8, line 24, after "1" insert ", 2" and delete "3 to 9" and insert 
"4 to 14" 

Page 8, line 25, delete "2" and insert "3" 

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 con'tain oxygenated fuel; requiring the commissioners of agriculture, 
pollution control agency, transportation, and public service to report to the 
legislature 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 I, 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 ruled the amendment was -not germane. 

S.F. 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 Dick.lich Knaak Merriam Reichgott 
Berglin Frederick Langseth Moe, D.M. Solon 
Bernhagen Frederickson, D.l Lantry Novak Spear 
Brandl Freeman Larson Olson Storm 
Brataas Gustafson Lessard Pehler Taylor 
Chmielewski Hughes Luther Peterson, D.C. Waldorf 
Cohen Johnson, D.E. Marty Peterson, R. W Wegscheid 
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 
Benson 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 Administration, designated S.F. No. 1900 a Special Order to be heard 
immediately. 

SPECIAL ORDER 

S.F. No. 1900: A bill for an act relating to the metropolitan airports 
commission; setting the borrowing authority of the commission; amending 
Minnesota Statutes 1986, section 473.667, subdivision 2. 
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Mrs. Adkins moved to amend S.F. No. 1900 as follows: 

Page I, line 23, before "APPLICATION" insert "EFFECTIVE DATE;" 

Page I, line 24, after "act" insert "is effective the day following final 
enactment and" 

The motion prevailed. So the amendment was adopted. 

Mr. Freeman moved to amend S.F. No. 1900 as follows: 

Page I, after line 7, insert: 

"Section I. [473.654] [ENVIRONMENTAL 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 Environmemal 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 regulation. For purposes of this provision, a major improvement 
is any expansion or extension of a runway or any major infrastructure 
improvement." 

Renumber the sections in sequence 

Amend the title as follows: 

Page I, line 5, before the period, insert "; proposing coding for new 
law in Minnesota Statutes, chapter 473" 

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 affir.mative were: 

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

Those who voted in the negative were: 

Adkins Frank Langseth Olson Solon 
Anderson Frederick Lantry Piper Storm 
Benson Frederickson, D.J. Larson Purfeerst Stumpf 
B«g 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 S.F. No. 1900 as follows: 

Page I, after line 22, insert: 

"Sec. 2. [REPORT.] 

The commission shall report to the legislature by January 1, /989, 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 program at airports owned and 
operated by the commission." 

Renumber the sections in sequence 

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: 

Those who voted in the affirmative were: 
Belanger DeCramer Johnson, D.J. Moe, R.D. Pogemiller 
Berglin Dick.Heh Larson Morse Samuelson 
Brandl Frank Luther Novak Spear 
Cohen Freeman Marty Pehler Stumpf 
Dahl Hughes McQuaid Peterson, D.C. Waldorf 
Davis Johnson, D.E. Moe,D.M. Peterson, R. W 

Those who voted in the_ negative were: 
Adkins Brataas Jude Olson Storm 
Anderson Chmielewski Knaak Piper Taylor 
Beckman Decker Knutson Purfeerst Vickerman 
Benson Diessner Kroening Ramstad Wegscheid 
Berg Frederick Langseth Renneke 
Bernhagen Frederickson, D.R. Lantry Schmitz 
Bertram Gustafson Metzell. Solon 

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

S.E No. 1900 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 52 and_ nays 10, as follows: 
Those who voted in the affirmative were: 

Adkins DeCramer Knaak Moe, R.D. Schmitz 
Anderson Dicklich Knutson Novak Solon 
Beckman Diessner Kroening Olson Storm 
Belanger Frank Langseth Pehler Stumpf 
Benson Frederick Lantry Piper Taylor 
Be,g Frederickso_n, D.J. Larson Pogemiller Vickerman 
Bernhagen Frederickson, D.R. Lessard Purfeerst Waldorf 
Bertram Hughes Luther Ramstad Wegscheid 
Chmielewski Johns0n, D.E. McQuaid Reichgott 
Davis Johnson, D.J. Mehrkens Renneke 
Decker Jude Metzen Samuelson 

Those who voted in the negative were: 
Berglin Cohen Freeman Morse Peterson, R. W 
Brandl Dahl Marty Peterson, D.C. 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 President called the Senate to 
order. 
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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 Reading 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 I, 1988, for a term expiring 
the first Monday in January, 199 I. 

(Referred to the Committee on Employment.) 

The Honorable Jerome M. Hughes 
President of the Senate 

Dear Sir: 

March 28, 1988 

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

Tom Triplett, 24 I 5 Sheridan Ave. S., Minneapolis, 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. President: 

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

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

Mr. President: 

[78THDAY 

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 such 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: 

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. 32 l: 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 115A. 

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

Price,· Bishop and Beard have been appointed 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: 

I 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 lifesaving 
devices in duck boats; amending Minnesota Statutes 1986, section 361 .141, 
subdivison I. 

The House respectfully requests that a Conference Cqmmittee 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. I 8 I 7, 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 la, 
3, and by adding a subdivision; 120.0751, subdivision I, and by adding a 
subdivision; 120.0752, subdivision 1, and by adding a subdivision; 120. 74, 
subdivision I; 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 I; 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 I; 92.67, subdivisions I, 3, and 
4; 120.0752, subdivision 3; 120.101, subdivisions 5 and 9; 120.17, sub­
division I; 121. 612, subdivision 3; 121. 87, subdivision I a; 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 lb; 
124.271, subdivision 2b; 124.2711, subdivision I; 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 
I, 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 addirig a sub­
division; 126. 70, subdivision 2a; 129. 12 I, subdivision 1; 129B.1 l, 
subdivisions 1 and 2, and by adding a subdivision; 275.125, subdivisions 
5 and 8; Laws 1987, chapter 398, article I, 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 I 987 Supplement, sections 
121.11, subdivision 16; 124.244; 124.245, subdivisions 3, 3a, and 3b; 
124A.27, subdivision 10; and 275.125, subdivisions 6e and 11c. 

The House respectfully requests that a Conference Committee of 5 mem- . 
bers be appointed thereon. 
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Nelson, K.; McEachern; Vellenga; Bauerly and Ozment have been appointed 
as such committee 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. E 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 
laid on the table. 

H.E No. 1138: A bill for an act relating to small business; requiring use 
of certain socially and economically disadvantaged subcontractors; remov­
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. 

I 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 request 
that the Senate appoint a like committee. 

Edward A .. Burdick, Chief Clerk, House of Representatives 

Transmi.tted March 28, 1988 

Ms. Peterson, D.C. moved that H.E No. 1138 be laid on the table. 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. 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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Mr. 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 I, 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; l 15A.14, subdivision 4; 115A.156, 
subdivision 3; l 15A.165; 115A. 912; 115A. 919; 115B. l 7, by adding a sub­
division; 473.803, subdivision 4; Minnesota Statutes 1987 Supplement, 
sections 115A.156, subdivisions I and 2; 115A.162; 115A.48; 115A.916; 
and 116C.03, subdivision 2; Laws 1980, chapter 564, article XII, section 
I, 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 ll 5A.14, sub­
division 5; l 15A.41; 116.55; and l 16M.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 I 987 Supplement, section l 15A.921, is 
amended to read: 

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

A city or town may impose a fee, not to exceed ~ 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 aoo. Revenue 
produced by 25 cents of the fee must be us.ed 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 genera/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 I, paragraph (c), must be followed and submitted to 
the appropriate city or town." 

Page 11, line 18, delete "shall be" and insert "is" 

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 "shall be" and insert "is" and delete "subse­
quently" and insert "later" 

Page 11, line 34, delete "shall be construed to limit application" and 
insert "limits liability" 

Page 11, line 35, delete "of' and insert "under" and delete "to" and 
insert "for" 

Page 12, line 4, delete "of the agency" 

Page 12, line 16, delete "deposited in" and insert "credited ;o" 

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." 

[78THDAY 

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

Page 16, lines 39 and 41, delete "18" and insert "/9" 

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 "l 15A.921;" 

Page 1, line 29, delete "subdivisions 4 and 6" and insert "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 financing 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.] 

Redevdopment tax increment financing district No. l 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: 

(]) Parcel No. 90-124-245 - Ely 79.2' of Lot 1 and all of Lot 2, Block 
3, Olcoll Addition; 

(2) Parcel No. 90-125-247 - Lot 3, Block 3, Olcoll 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/or all purposes under Minnesota Statutes, sections 

· 469./74 to 469./79 to be the increased assessed value of those parcels 
computed in the manner prescribed by Minnesota Statutes, section 469.177, 
and in accordance with this article. 

Sec. 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 I. Minnesota Statutes 1987 Supplement, section469.174, sub­
division 7, is amended to read: 

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 
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 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/or 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 
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 <ind 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. 

(e) The terms "removal," "remedial," "action," "hazardous substance,"· 
and "pollutant or contaminant" have the meanings assigned by secti_on 
1158.02. 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. IO. [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 distributed through­
out the district, exists: 

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

(3) less than 70 percent of the parcels in the district are occupied by 
buildings, streets, utilities, or other improvements, but due to unusual 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 local improvements as described in section 429.021, subdi­
vision I, 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 partitions, 
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 noncontiguous geographic areas, each area 
must qualify as a redevelopment district under clauses (a)(1) to (a)/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, is amended 
by adding 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 authorit)' or municipality }ias 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 rem_oval actions 
or remedial actions specified in a development response action plan. For 
purposes of this section, a plan or proposal/or 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 agency or its commissioner pursuant to section 
115B.17, l15C.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 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 I, is amended to read: 

Subdivision I. [TAX INCREMENT FINANCING PLAN.] A tax incre­
ment financing plan shall contain: 

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

(2) a statement as to the development program for the project, including 
the property within the project, if any, that the authority intends to acquire; 

(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; 
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(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; ilfl6 

(6) -a 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 pai't. 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 secon·d 
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 to 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 1f the county and school 
district submit ·written comments on the proposal and any modification of 
the proposal to the authority after receipt of the information. The members 
of the county boards of commissioners and the schoo_l boards may present 
their comments at the public hearing on the tax increment financing plan 
required by subdivision 3. +he eellflly iltldiffiF sltall 00! eef!iiy the o,iginal 
assesses ....i.,,, ef fr~ pHFSHUHI le seeffeH 469.177, SHBdi,·isioH -I, 
tlfl#I- tfte ~ eetlfll ef eemmissisHers has f1FeseH:te8 its Wfitteft ssmmeHl 
""lite pFopasa! le the aH!hoFil)', e, ~ days !,as passed ffflffi the date 01 
the tronsmiual ey the aHtho,ity le the BOOF<I ·01 the info,mation rega,ding 
the fiseitl at><I eeonomie implieatiens, whieheve, O€€½ffS ftFS'7 Upon adop­
tion of the tax increment financing plan, the authority shall file a copy of 
the plan with the commissioner of eH:efgY 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: 
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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: 

(I) 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
opmef!l district, the reasons and supporting facts for the determination 
that ihe district meets the criteria of section 469.174, subdivision 10, 
clauses (a)(]) to (a)(6), shall be retained and made available to the public 
by the authority until the district has been terminated. 

(2Hhat 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 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. 

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 submissi.on 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 resolutio_n 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 detefmination 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 enla,ged, 
the reasons and supporting facts for the determination that the addition 
to the district meets the criteria of section 469.l 74, subdivision IO, clauses 
(a)(l) to (a)(6), shall be documented. The requirements of this paragraph 
do not apply if (I) 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 val~e or (B) the authority agrees 
that, notwithstanding section 469. I 77, 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 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 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 



78THDAY] TUESDAY, MARCH 29, 1988 6783 

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 I. [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. 

(c) 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 inc.rement 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 l, 1982, for tax increment financing districts 
authorized prior to August l, 1979, unless within the three-year period (l) 
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 I, 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 I, 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. I 75, subdivision 3, 
after April 1, 1988, if bonds or obligations issued to implement the district's 
tax increm~nt 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 determining the duration limits the waived increment does not constitute 
receipt of increment. 
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(ii) For tax increment financing districts created prior to August 1, 1979, 
no tax increment shall be paid to the authority after ;;G ye!H'S tffiffi Attg-t>S! 
-I-;- -1-9+9 April 1, 2001, or the term of a bond or obligation outstanding on 
April I, 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 to 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: (I) 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. 1 I. 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 shall 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 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 developmen.t 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. I 65, 
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. I 65, 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 obtain payment for actual adminiscrative costs, the 
county auditor must submit to the authority a record of costs incurred by 
the county auditor relatt!d 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 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 JO, paragraph (3), or from 
parcels added to an existing district of that type after April 1, 1988, may 
be used only to (I) acquire parcels on which the improvements describ'ed 
in clause (2) will occur; (2) pay for the cost of correcting the unusual 
terrain or soil deficiendes and the additional cost of installing public 
improvements directly caused by the deficiencies; and (3) pay for the 
administrative expenses ofthe 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 allocated administration 
costs. 

(b) Revenues derived from tax increment may be 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: (I) 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 the proceeds of bonds issued pursuant to 
section 469.178 after December 31, 1985, have been or will be used to 
provide financiaJ 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 tax increment from any district, whether 
certified before or after August 1, 1979, shall be used for the acquisition, 
construction ef, renovation, operation, or maintenance of a HH:1:aiei13al1~ 
......et! building to be used primarily and regularly for conducting the 
business of the a municipalitYt, 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 ar~a used as a 
public park, Or a facility used for social, recreational, or conferehce 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 mt7re than one county, the revenue derived from tax incre­
ments from parcels located in one county must he expended for the direct 
and primary benefit of a project located or conducted 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 
to be acquired within a project which contains a hoi.Ising 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 oi 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 exc1uded 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 commissione·r 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 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 musr 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: 

(I) 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 imp_rovements, 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 (I) 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 I, 1992, all parcels may remain in the district notwithstanding the 
provisions of paragraph (a). 

(c) In the case of tax increment projects for whfch .certification was 
requested before August 1, 1979, and for which a de/eased 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 de/ease 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 de/ease the bonds outstanding on April 1, 1988, for 
the project or when such bonds are fully de/eased 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 Supplement, 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 district 
created before that date may not be expanded after that date. 

Sec. 15. Minnesota Statutes 1987 Supplement, section 469.177, sub­
division I, is amended to read: 

Subdivision I. [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 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 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 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, 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 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 469.175, 
subdivision 4. For districts approved under section 469.175, subdivision 
3, after April I. 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.l 12; 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 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 
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. 16. Minnesota Statutes 1987 Supplement, section 469.177, sub­
division 3, is amended to read: 

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

(I) The original assessed value and the current assessed value shall be 
determined before the application of the fiscal disparity provisions of chap­
ter 4 73E 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 va_lue. 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 r_ates. 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 increment 
financing plan pursuant to section 469.175, subdivision 3, elect the fol-
lowing method of computation: · 

(I) The original assessed value shall be determined before the application 
of the fiscal disparity provisions of chapter 4 73E The current assessed 
value shall exclude any fiscal disparity commercial-industrial assessed 
va]ue increase between the original year and the curre_nt 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 
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 exc_lude 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 pafl 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 elftllSe 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 469.177, 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 oran 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 distric(must be computed as follows: 

(I) Subtract the mill rate approved by the voters of the school district 
pursuant to section l24A.03, subdivision 2, as of June 30,. 1988, or the 
date the tax increment financing district was certified, whichever is later, 
and srill 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. 
1[ the result is less than zero, select zero. 

(2) Mulriply the result in clause (I) 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) Mulriply the resulr in clause (2) by the retained captured assessed 
value of rhe 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 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 
impreYemenls each improvement for which the a building permit was issued, 
e,eludiRg the assessed , aiuatieR of imrrw:emeRts fef w1!ie!, a buihliRg 
JlOffftH was iss,,etl d!iflflg the three ffiBRtk l"'fied iffiffieeiateiy rreeeeiRg 
said arrroval ef the - iRereA>eRt fiRaReiRg J3HI&; '"' eertified 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 thYee-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 
to the parcel or to an immediately adjacent parcel pursuant to this tax 
increment plan that occurs within three years of the certlfication of the 
district. 
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Sec. 19. Minnesota Statutes 1987 Supplement, section 469 .179, is amended 
to read: 

469. I 79 [EXISTING PROJECTS.] 

Subdivision 1. [EXEMPTION.] The provisions of sections 469. I 74 to 
469. 178 shall not affect any project for which tax increment certification 
was requested pursuant to law prior lo 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 I, I 979, except: 

(I) 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. I 74 to 469. I 78; or 

(3) tl!at aftj' ealargeffleats ef ¼1,c geegraphie area ef aa e>listiag ta,, 
iaereffleRt fiaaaeiag Elil!lfief sullsequeat !e t\ugtts! .J-, ~ s!taH ..e aeeet!½­

j>lisl,ea ½H aeeeraaaee w#ft aR8 s!taH sui,jeet ¼1,c preperty otMea as a result 
ef ¼Re enlaFgement ~ .Ht,e ~ &ft6 eenelifiens ef seetieRs 169. 171 te 
169.178 as provided in subdivision 2; or 

(4) that llegiaaing wtlh taiees payallle ifl ~ section 469.177, subdi­
vision 3, clause (b), shall apply to all development districts created pursuant 
to Minnesota Statutes 1978, chapter 472A, or any special law, prior to 
August I, I 979. 

Subd. 2. [APPLICATION TO EXISTING DISTRICTS.] If the develop­
ment or redevelopment activity within the project or district of a tax in'cre­
mentfinancing 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 to the new 
activity conform to the provisions of sections 469.174 to 469.178 with the 
following exceptions. 

( a) Section 469 .l 75. subdivision 3, paragraphs (I) and (5 ), shall not 
apply. Furthermore, the provisions of section 473F.02, subdivision 3, shall 
continue to apply to the entire district, if applicable. 

(b) Section 469./77, 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./74, subdi­
vision 4, or any other law permitting collection of tax increments. 

Sec. 21. [EFFECTIVE DATE.] 

Except as provided otherwise, sections 2, 5, 6, 7, and /8 are effective 
for districts approved under section 469.175, subdivision 3, after April 1, 
1988. Sections 8, 13, 16, and 19 are effective April I, 1988: The amend­
ment to clause (c) of section 11 is effective/or expenditures after April I, 
1988, except to the extent 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 /989, and 
thereafter, as a result of a referendum held after December 31, 1986, and 
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applies to tax increment districts created before or after the .date of enact­
ment of this act. Section 20 is effective 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 adding a 
subdivision; 469.177, subdivisions I, 3, 4, and by adding a subdivision; 
and 469.179; proposing coding for new law in Minnesota Statutes, chapter 
469." 

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

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

S.E No. 2428: A-bill for an act relating to workers' compensation; 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 I; 176.0ll, subdivision 18, and by 
adding a subdivision; 176.021, subdivision 3; 176.061, subdivision 10; 
176.101, subdivisions I, 2, 4, 5, and 6, .and by adding a subdivision; 
176.102, subdivisions I, 7, 9, and II; 176.105, subdivision I; 176.111, 
subdivisions 6, 7, 8, 12, 14, and 20; 176.131. subdivisions 2, 3, and 4; 
176. 132, subdivisions I and 2; 176. 135, by adding a subdivision; 176.645, 
subdivision 2; I 76.66, subdivision 11; 176.82; Minnesota Statutes I 987 
Supplement, sections 176.102, subdivisions 3, 3a, and 4; I 76.111, sub­
divisions 15 and 21; and I 76. 13 I, subdivisions I and 8; proposing coding 
for new law in Minnesota Statutes, chapters 79 and 176; repealing Min, 
nesota Statutes 1986, sections 79.50; 79.51; 79.52; 79.53; 79.54; 79.55; 
79.56; 79.57; 79.58; 79.59; 79.60; 79.61; and 79.62; 176.01 I, subdivision 
26; and I 76.101, 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 I 
WORKERS' COMPENSATION SYSTEM CHANGES 

Section I. Minnesota Statutes 1986, section 176.0ll, subdivision I la, 
is amended to read: 

Subd. I la. [FAMILY FARM.] "Family farm" means any farm operation 
which (1) pays or is obligated to pay less than ~ $20,000 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 liability 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 indepen­
dent contractor. 

Sec. 2 .. Minnesota Statutes 1986, section 176.0ll, 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 
~ 80 percent of the p,e,h,et ef ~ daily wage ffffieS ~ l!Hm~er ef days 
nermelly ,,,.al'l,ed 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 176.0ll, 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 
Federallnsurance Contributions Act, United States Code, Title 16, sections 
3101 to 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, is 
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 benefits, payments shall be made as nearly as possible at the 
intervals_ when the wage was payable, pF011ieleEI, Re•.veve£, fftat 13ayments 
ter peF!flaeent j>ftF!i&I <lisl)l,ili!y shall ee go•,•e,ne<I l,y seetiee 17/i_. HH. If 
doubt exists as to the eventual permanent partial disability, payment fe, 
-H½e e·eeffofflie Feeever,• eeffipeasatieH er im13airmeHt eempeRsaHen, whteft-· 
.,.,.,. ,s <iuc-, p1tFS1tan! ta seetiee 17/i. lQI, shall be H>eft 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 
of eeeRemie recovery eempeH:setion 9f l-ttmp SUffi er flOFiodie 13aymeRt ef 
impairfflent eempefl.satioRpermanent Partial disability compensCltion, 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 insurer 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 employee has or has knowledge 
of that contains a permanent partial disability rating which the insurer does 
not already have. EeeRefflie reeever,• eeffl.peRsatieR et= im13airffl.eRt e0ffr 
pensatieR fH:lFSUB.Ht te seeti-oo 176.101 +s payable tft B:EIElition fff eut Bet 
eOROHR"CRliy wtHl eom13ensaH0R fer tempeFa£y feta-I disability etiti-s payable 
pursuant te seeffefl 176.191 .. lmpairmeRt _eempeHsatieH ts payable eeR-· 
eurreHtly aft6 ta aElElitieH ta eempen·satieR Fef permaRent tetal Elisability 
pursuaHt te seetteft 1'78.191. BeeRemie Feee, ery eempensatieH 0f ~ 
meHt eem~ensatien pursuant teseeffefl 178: 191 shaH!le ¥.ithRehl peneliHg 
eempletien ef f)&yment fer temf)Sfl:lf)' tet-a-1 disabilit), ftft6 ft6 eredit seaU 
Be talfe.n fer f)Oyment ef eeenemie reee'\•ery eempeHsatieR er impairffleet 
e0mpensati8H ftgftffiSt liability fut: telftf)Bf8FY ~ er.futw:e peFffl8ACftt tet:m· 
<lisability. Liability on the J'8f! ef an elflpleyeF e, the iesttreF ter disabililj' 
ef a lelflpOFaFy Mal, lelflpOFaFj' pilF!ial, and peFHmnent te!tl! - shall 
~ eeHsielereel && a eeHtiH1:1.ieg pre8uet ttfttl part ef the efflpleyee' s ieability 
teeamer reEluetiee iR earHieg ea13aeit)1 attC,tefH:ttifYer eeeupatieAaldisease 
,ma eo!flpensalion i-s paj•able aeeeFdingly, sttl,jeel ta seeffefl 176. IQ I. E,eo... 
ft0HH€ r-eee•.•ery ee1HpeRsatieA er impairme.at ee1HpeRsaH0e ts payable fer 
fuRetieRal less ef ase eF impairment ef fu0etien,.peFffl&Rent ie ftat-ufe-; ftft6 
paymeRt therefure SftOH ee separate, Elisti:Het~ ftft6 _½ft aelElifieR ta payffleftt 
fefaay&tlteF eo!flpensation, sttl,jeeltaseeffefl 176. IQJ. The right to receive 
temporary total, temporary partial, or permanent total disability payments 
vests in the injured employee or the employee's dependents under 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 employee's death 
prior to the making of the payment. 

The right to receive eeeRefHie reeevery e0FF1:peRsatieR 0f · im1nlirFF1:eAt 
permanent partial compensation vests in an injured employee at ihe time 
the disability can be ascertained provided that the employee Uves for at 
least 30 days beyond the date of the injury. YJl"fl the <ioalll ef an elflpleyee 
Wft0 ts reeeiviRg eeeRemie reeevery eempensatiee er iFF1:paiRBeRf eem­
peesatieR, fufther eem:peasatiea ts pa)•able pHrsuaHt t6 seetieB 176. lQl. 
llflpaiFlflent ee!flpensalien ts payable "8eef ff½is pa,ag,aph if ¥eSlfflg llas 
eeeHrreEl. the empleyee aies fffi'0Fte r·eaehing_ma~cimHffl ffleElieal impreve 
FOeflt-;- and the ••~1tiFe!flents and eonditiens undeF seeffefl 176.IQI, Slt-9-
divisien 3e, ...., fl8t lfte!-. · 
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Disability r~f&r ~e,maReRI ra,tial aisabili1y shall be based 0H el,jee-
ttv-e mOElie0:l evidenee. · 

Sec. 5. Minnesota Statutes 1987 Supplement, section 176.041, subdi­
vision 4, is amended to read: 

Subd. 4. [OUTsOF-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 ·10 forego any workers' 
compensation claim resulting from the injury that the employee may have 
a right to pursue in some Other state," provided that the special compensation 
fund is not liable for payment 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 norireside~t 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 respect to that employee, are exempt 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 state, 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 ihis state is primafacie evidence that 
the employer carries-workers' compensation insurance on those employees. 

Sec. 6. Minnesota 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, eeenomie FeeoveFy eomt1ensation, irnt1aiFment eom13en 
satie&,- medical compensation, rehabilitation, death, and permanent total 
compensation. 

Sec. 7. Minnesota Statutes 1986, section 176.081, subdivision I, is 
amended to read: 

Subdivision I. (a) A fee for legal 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 elattse 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 seetieft 176.242. 176.2421, 176.213, 0f 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 tlft<ief tiHs seetieft for rep­
resenting an employee in a workers' compensation matter 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 fofm 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, reimbursemerit under 
subdivision 7 shall be made if the statement of·fees requested this 
reimbursement. 

( c) Private attorneys representing employers and insurers may not charge 
a fee for legal services of more than $6,500 unless the additional fee is 
approved under subdivision 2. 

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

Subd. 2. An application for attorney fees in excess of the amount autho­
rized in subdivision I 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 attd, the number 
of hours spent on the case, the basis fo_r the request, and whether or not a 
hearing is requested. The application, with affidavit of service upon the 
emple)'ee attorney's client, shall be filed by the attorney requesting the 
fee. If 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, is 
amended to read: 

Subd. 3. AR emple)'ee 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 fef 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 shall be served upon known interested 
parties. +l!e aue,eey fef the emvleyee sbaH be sef¥ed with a fl0!iee ef the 
Reefing. The workers' compensation court of appeals shall have the author­
ity to raise the EJHestion 01 the issue of the attorney fees at any time upon 
its own motion and shall have continuing jurisdiction over attorney fees. 

Sec. IO. Minnesota Statutes 1986, section 176.IOI, subdivision 1, is 
amended to read: 

Subdivision I. [TEMPORARY TOTAL DISABILITY.] (a) For injury 
producing temporary total disability, the compensation is~ 80 percent 
of the after-tax weekly wage at the time of injury. 

fl,) v,e,,iaea t-hat tHtfiag the Y""' eemmeneing .0ft Oeteber +, +9.'.79, an,! 
eaehyear the,eafte,, eemme1,eing en Oetebe, I, (b) The maximum weekly 
compensation payable is 1 JO percent of the statewide average weekly wage 
for the period ending December 31, of the preceding year. 

~ (c) The minimum weekly compensation benefits for temporary total 
disability shall be not less than W 20 percent of the statewide average 
weekly wage or the injured employee's aetool after-tax weekly wage, which­
ever is less. lfl "" ease sbaH a weekly beH<>ffi be less !haft ;l() l"'f€eHl ef 
the slalewiile a,,,erage weekly wage,-

( d) Sul>jeel le subili¥isiens ¾le¾ 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 improvement, 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 (J ), 
(2 ), and ( 3 ), it may be recommenced at a later date if: the employee 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 to 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 



6798 JOURNAL OF THE SENATE [78THDAY 

/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, subdivision 2, is 
amended to read: 

Subd. 2. [TEMPORARY PARTIAL DISABILITY.] (a) In all cases of 
temporary partial disability the compensation shall be ~ 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 maximum 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 employee's weekly wage at the time 
of the injury. Except as provided in section 176. 102, 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 to 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 to the pro­
portion that the loss of Junction of the disabled part bears to the whole 
body multiplied by the amount aligned with that percent in the following 
schedule: 

Percent of Disability 
0-25 

26-30 
31-35 
36-40 
41-45 
46-50 
51-55 
56-60 
61-65 
66-70 
71-75 
76-80 
81-85 
86-90 
91-95 
96-/00 

Amount 
$ 75,000 

80,000 
85,000 
90,000 
95,000 

100,000 
120,000 
140,000 
160,000 
180,000 
200,000 
240,000 
280,000 
320,000 
360,000 
400,000 

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

(b) Permanent partial disability 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 employed 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 ~ 
80 percent of the d!ttly 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 shall 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 
1, 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 I 986, section 176. l 01, subdivision 5, is 
amended to read: 

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

(1) the total and permanent loss of the sight of both eyes, the loss of 
both arms at the shoulder, the loss of both legs so close to the hips that no 
effective artificial members can be used, complete and permanent paralysis, 
total and permanent loss of mental faculties,: 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 eeHstitutes !eta! ~isability. 

(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 experienc_e, 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 I, is 
amended to read: 

Subdivision I. [SCOPE.] (a) This section only applies to vocational 
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rehabilitation of injured employees and their spouses as provided Under 
subdivision 1 a. Physical rehabilitation of injured employees is considered 
treatment subject to section 176.135. 

(b) Rehabilitation is intended to restore the injured employee-, !hFeHgh 
~hysieal aoo veea!ienal ,ehabili!a!ien, 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 ihcome. 

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 l 987 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 memllers one member each ff0ffi representing 
employers, insurers, reh.aBilitatioH, and medicine, eae ffl.effll3er re13reseR~ing 
ehirn~••e!e,s, aoo felff two 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 
panel shall review and make a determination with respect to appeals from 
orders of the commissioner regarding certification approval of qualified 
rehabilitation consultants and vendors. The hearings are de novo and ini­
tiated by the panel under the contested case procedures of chapter 14, and 
are appealable to the workers' compensation 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 panel 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 I 76.421. 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 appoint 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 insllrer member, ftft6 one 
member representing medicine·, ehiFopraetie, or rehabilitation vendors, and 
one member representing qualifiedrehabilitation consultants. 

Sec. 19. Minnesota Statutes 1987 Supplement, section 176. 102, sub­
division 4, is amended to read: 

Subd. 4. [REHABILITATION PLAN; DEVELOPMENT.] (a) An effljlloyer 
0f iftsufef SftftU- pr0•1ide rekabilitatioe eon·sultation ~ a qHalified reREIBH 
itaft0II eonsilltaet or 1,y aRother l"'f'eFl permitteEI ~ ftlle te pro¥iEle eoe­
s11ltation te "" ift:jt,retl emplsj•ee wi111ie ~- tlays af!er the 0ffljlloyee has 
(iQ tlays ef lest werk tiftle <Ille f<> the persoRal iaj,tey, ~ as othen, ise 
pro•,iEleEI le !1,;s sHbEli ,·isioR. Wliere aR employee has iRe11rreEI an iaj,try. 
ff! the i,aek-; the OOftSHitatioR sl,all !,e ma<le willlie ~ tlays af!er the 
employee has ;.G tlays ef lest werk tiftle <Ille te the~ 'l'ke lest werk 
ftflle tft effftef' ease may &e iRteirmitteRt lest wef'k: HHte-;- If ftfl erHpleyer ·0f 

iftsufef ftftS medieal iafermftfioe at~ time pri0f te die time s13eei_f.ie~ ffl 
~ subdivisioe taat the efflfJleyee wHl be tfft9:hle te reHtfft te the :fee the 
emf!leyee ftOle ttt the_#ffie af the iaj,try rehabHHatiee eeesuhatiefl SftftH be 
provided imffiedietely aftef reee-ipl af ffl.ts. iefermetioe. 

Fer p11rposes ef !1,;s .seetien '-'lest werk liffie!.'. ffiOftftS ~ these tlays 
6tlffftg Wfti.efl the e1Bf1l0yee W0\H6 aetually 90 \\ orli:ieg.mtf: feF ~ ~ 
IRthe ease ef the e0nstf11etioR iREl11stry, flttftHlg iREl11stry, Of ether iREl11stry 
where the h®rs ftft8 tlays ef werk are at'feeteEI -~- seasonal eoRElitioRs, 
-'-'-l&st werk liffie!.'. s1,a11 !,e eomp11teEI Ii'.)' ,ising the ft0ffl!{H seheE111le wor-1,eEI 
~ employees arc worl,iRg fttH ~ A rehabilitation consultation must 
be provided by the employer to an injured employee upon request of the 
employee, the employer, or the .commissioner. /fa 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 employee'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 
appropriate pursuant to subdivision I, the employer shall provide such 
services. . · 

(b) The qualified rehabilitation consultant •~~oiRteEI ey the employer er 
tftStifOF shall 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, ieeludieg or to any attorneys, doctors, or chiropractors. 

If the empleyee eejeels ¼a the 0ffll'leyer's seleeliee <If a qealified relift­
bilitetion eonsultaAt, the eRtr,loyee nhall Ret:Hf fftO em13loyer &Rd the~ 
missionef ffi wfi.tHtg ef the o0jeetion. :J:l:te aoHfieatioR Sft9:H tftettl-El.e the 
BaFA:e, address, aft0 tele1:1hone Rum0er ef +he t11:talifie8 rehal:iilitatioR eeft­

Siffffliff eheseR ~ the Offlf1loyee f& previ8e reha0i1itation eonsultet:ioR. 

/c) After the initial provision or selection of a qualified rehabilitation 
consultant as provided under paragraph (a), the employee may elieese 
request a different qualified rehabilitation consultant as fellews: 

fB eeee ffilfiHg the fifst @ days fellewieg the fust ie persee eee!aet 
bet1tveee the OffltJloyee llOO the origiRtil eonsultaet; 

~ eeee llflef the @-day f'"Fietl refeffed to ie elau-se fl-¾ ae<I 

f3-) sebseqeeet requests which shall be determieed granted or denied by 
the commissioner or compensation judge according to the best interests of 
the parties. 

(d) The employee and employer shall ee!ef iete II pregram if eee it, 
preseribed ie 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 J 5 
days after the plan has been developed. 

fl>, / e) if the employer does not provide rehabilitation consultation, or 
the employee does not select a qualified rehabilitation consultant, as reqeired 
by #Its seeliee provided under paragraph (a), the commissioner or com­
pensation judge shall notify the employer that if the employer fails to 
appeiet provide, or the employee fails to select, whichever is applicable, 
a qualified rehabilitation consultant.,. ether persees as peffAitted by elau-se 
W within 15 days to conduct a rehabilitation 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. 

fe1 If) In developing a rehabilitation plan consideration shall be given to 
the employee's qualifications, including but not liinited 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 rehabilitation services will not be useful in returning an employee 
to work. 

Sec. 20. Minnesota Statutes 1987 Supplement, section 176. !02, sub­
division 6, is amended to read: 

Subd. 6. [PLAN, ELIGIBILITY FOR REHABILITATION, 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 p/0.n 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, is 
amended to read: 

Subd. 7. [PLAN IMPLEMENTATION; REPORTS.] (a) Upon request by 
the commissioner, insurer, employer or employee, medieal aR<I rehabili­
tation reports shall be made by the provider of the me die al and rehabilitation 
service to the commissioner, insurer, employer, or empl_oyee. 

/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.) /a) Retraining is limited 
to 156 weeks. An employee who has been approved for retraining may 
petition ffle eommissioeer for additional compensation not to exceed 25 
percent of the compensation otherwise payable. If the commissioner or 
compensa(ion 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 judge may award additional com­
pensation in an amount the eommissioner EletermiRes is- appropriate, not 
to exceed the employee's request. This additional compensation shall cease 
at any time the commissioner or compensation judge determines the-special 
circumstances are no longer present. 

(b) Pursuant to section 176./01, subdivisions I 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 I 986, section 176.105, subdivision I, is 
amended to read: 

Subdivision I. (a) The commissioner of labor and industry shall by rule 
establish a schedule of degrees of disability resulting from different kinds 
of injuries. 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 176.111, 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 §G 80 
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, ther_e shall be paid to 
the surviving spouse for the benefit of the spouse and child@ 80 percent 
of the daily 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 I. At 
tlta! time there shall be jHti<I le the eepeneent su" iving Si'<'ti5e weekly 
heRelits at a fft!e whielt is -14-Y.3 l"'f€enl less than the last weekly wo,Iee,s' 
e0fftpensatien ~ payment, as ElefineEI ffl su0ElivisieR 8-a, wh+le the 
SUFViYing eltiM W!tS a eepeneent, feF ft pe,ie<I ef len yea<&, inelueing 
aejustments as prnvieee iR seetien 17~.M§. 

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 
iie-m 80 percent of the daily after-tax weekly wage at the time of the 
injury of the deceased until the last dependent child is no longer dependent. 
A-t tlta! time the eepeReent SUFYiYing sp<>tt5e shall be jHti<I weeld,; benefits 
ttl .. fft!e whielt is~ l"'f€enl less than the last weekly WOFIEeFS, eompeRsatioR 
be-Ref# pa, ment, as eeHRee Ht suheivi,;ioR Sa, while the SUFViviRg ei>il<! 
W!tS a eepeReeRI, feF a pe,ie<I ef len ye&ffi, aejuslee 8€€0F0iRg le seetffift 
17~-~45. 

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 ¾ 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 iie-m 80 percent of the wages after-tax weekly wage. 

Sec. 28. Minnesota Statutes 1986, section I 76.111, 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~ 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 ~ 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 ~ 80 percent of 
the after-tax weekly wage at the time of the injury of the deceased employee. 
The compensation payments u_nder 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 injury 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, W 40 percent of the after-tax 
weekly wage at the time of injury of the deceased, or if more than one,¾ 
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 Statute_s 1986, section 176.111, subdivision 20, is 
amended to read: 

Subd. 20. [ACTUAL DEPENDENTS, COMPENSATION.] Actual depen­
dents are entit]ed to take compensation in the order named in subdivision 
3 during dependency until (ie...;!R 80 percent of the after-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-tax weekly wage being earned 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 subdivision, 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. 

Sec. 32. Minnesota Statutes 1987 Supplement, section 176.131, sub­
division 1, is amended to read: 

Subdivision I. If an employee incurs personal 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 



6806 JOURNAL OF THE SENATE [78THDAY 

injury alone, the employer or insurer shall pay all compensation provided 
by this chapter, but the employer shall be reimbursed from the special 
compensation fund for all compensation paid in excess of 52 weeks of 
monetary benefits and~ $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 la, 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 attributable to the aggravated injury; except that, reimbursement for 
compensation paid shall be at the rate of75 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: 

I I) this full 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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shall file a formal registration for the employee with the commissioner on 
a form prescribed by the commissioner. 

Sec. 36. Minnesota Statutes 1987 Supplement, 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 
permanent 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, 

(g) Residual disability from poliomyelitis, 

(h) Cerebral Palsy, 

(i) Multiple Sclerosis, 

(j) Parkinson's disease, 

(k) Cerebral vascular accident, 

(I) Chronic Osteomyelitis, 

(m) Muscular Dystrophy, 

(n) Thrombophlebitis, 

( o) Brain tumors, 

(p) Pott's disease, 

(q) Seizures, 

(r) Cancer of the bone, 

(s) Leukemia, 

(t) Any other physical impairment resulting in a disability rating of at 
least left 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 impairments of a permanent nature which the 
commissioner may by rule prescribe; 

"Compensation" has the meaning defined in se.ction 176.01 I; 

"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 I 986, section 176. I 32, subdivision I, is 
amended to read: 

Subdivision I. [ELIGIBLE RECIPIENTS.] W AH emplo~ee wile has 
suffe,es pe,senal fn:jttFy f>ff6F te Oeteber +, ~ fuF wltieh benefits are 
~•yable uMlef seetffift 176.101 ans.wile has been tetelly sisables f.e, mere 
than .J.G4 weeks shall be eligible f.er supplementar~ benefits as p,ese,ibes 
in this seetioo aftef .J.G4 weeks lta¥e elapses ana fuF the remainser of the 
tetaI ilisablemenl. Rega,illess of the numbe, of weeks of tetaI sisability, 
ne tetelly sisableil peFS0ft iD ineligible fer supplement••~ benefits afteF 
fettf Y"ftfS lttwe elapseil sinee the fifst <late of the tetaI sisability, e,,eei,t 
as pre•,itles by elattse fl>h p,e, isetl that all i,e,ietls of sisability are €iH!Se<I 
bytheS!Hfteff!jtify-c 

fl>t AH employee whe has suffe,etl pe,senal inju,y after Oetober I,~ 
is eligible le ,eeewe supplementa,y benefits aftef the employee has been 
,eeeiving tempeFa~' tetaI er pe,manent tetaI benefits f-eF ;!OS weeler. 
Rega,sless of the numbe• of weeks of tetaI tlisabilily, ""peFS0ft wile is 
rneeiving lempora•~ tetal esrnpensation shall be ineligible fer supplemen 
ta,y benefits afteF fettf Y"ftfS lta¥e elapses sinee the fifst <late of the tetaI 
ilisability, p,ovisetl that all i,e,ietls of tlisability are €iH!Se<I by the S8ffte 

ffljtify-c An employee who has suffered personal injury that caused a per­
manent total disability, as defined in section 176.101, subdivision 5, is 
eligible to receive supplementary benefits after four years have elapsed 
since the first date of the total 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) +he supplementa•y l,enefi{ payable llft8ef this 
seetioo shall be the sifferenee between the ameunt the employee reeeives 
en OF after Janua,y -I, -1-91&; ""'1eF seettt,n 176.101, subili,isien ~ OF 4, 
ana M J"'f""fH of the stale" iile a•,·e,age weehly wage as eemputeil annwally. 
The supplementary benefit payable under this section is: 

( I) the sum of the amount the employee receives under section 176. JO 1, 
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 injury or injuries giving rise to payme'nts under section 176. JO I, 
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 
or insurer shall compute the offset credit as if the individual were entitled 
to the actual benefit or M 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 resulting 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. 

fat ffi the e¥effi &ft eligi'3le Feei13i~nt i-s reeei; ing ae eeHlf!OAsatieR 0f tS 
receiving a FeElu.eeti -le¥el, ef eemfJeAsation beeattse ef Jm0f limitatiot1s tft · 
tee ma,1:imtHH amount fJOyahle fef fJOFmanent ffltah,:lisa0ility et= Beeouse ef 
redueHons resH.ltiRg ft:em the simultaAeeus ~ ef ekl age 0f 8isa0ility 
Beeefits, the sH1313lementary ~ shaH ae fJS)'able f0f the Elifferenee 
BehveeR the ft€fl:lftt amount e.f eom13ensation ·e1:1:FFeetly lletftg pai4 itB6- 6.§. 
~ ef the statewi8e a•reFOge weelHy wage a£ eOFAfH:Heel annl:lall) . 

fej (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 euFFeally ~ !el!!! aisaeility 
eeael'its, "'""Y et1,e, paye!' el' Stt€fl eeaefits. Wheft the eligiele iaai,·iaual 
tS ft0t. euFFently reeei, iHg Benefits beeaHse the ~ ~ has reaehe8 the 
ffletMiffll:lffl f)feser4Be0 By tftW tRe emf)loyer ftft6 iftS-1::lfef SftttH-, Aevertheless, 
l"'Y tllc supp!elfteRlary eeaefils Iha! are preserieea e-y law. The employer 
or insurer paying the supplementary benefit shall have the right of full 
reimbursement from the special compensation fund for the amount of such 
benefits paid. 

Sec. 41. Minnesota Statutes 1986, section 176.136, subdivision I, is 
amended to read: 

Subdivision I. [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 shall must limit the charges 
allowable for medical, chiropractic, podiatric, surgical, 1,espital and other 
health ~are 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 billings 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 health care provider for the billing; 
except that, the medical fee rules promulgated on October l, 1987. and 
based upon 1986 medical cost data, must remain in effect until September 
30, l 989, and the medical fee rules promulgated on October l, l 989. 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 
sli&II must be structured to encourage providers to develop and deliver 
services for rehabilitation of injured workers. The procedures sli&II 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 I 986, section 176.645, subdivision 2, is 
amended to read: 

Subd. 2. [TIME OF FIRST ADJUSTMENT.) For injuries occurring on 
or after October I, 1981, the initial adjustment made pursuant to subdi­
vision I sli&II 1,e 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 I 986, section 176.66, subdivision 11, is 
amended to read: 

Subd. 11. [AMOUNT OF COMPENSATION.] The compensation for an 
occupational disease is~ 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 CALCULATION.) 

For purposes of section 176 .011, subdivision 18, section 176.101, 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 1 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 tax and social security 
laws and state income tax laws in effect on the preceding April I. 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 pr 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 to the 
state general fund and 50 percent to the special compensation fund. 

Sec. 47. [APPLICATION.] 

Sections 38, 39, and 40 apply to any employee who was injured on or 
after four years preceding October 1, 1984. 

Sec. 48. [REPEALER.] 

Minnesota Statutes 1986, sections 176.011, subdivision 26; and 176.101, 
subdivisions 3a, 3b, Jc, 3d, 3e, 3f. Jg, 3h, Ji, 3j, 3k, 31, 3m, 3n, Jo, 3p, 
3q, Jr, 3s, 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 I. 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 ffla~ifflHlft merit adjust­
ment etJi::l"8i" ¼a~ f!eFeent 0f ef.tfBe6 f3Femit:tm. :Rte ae+ual adjt:tstmeRt that 
may vary with the insured's loss experience. 

Sec. 2. Minnesota Statutes 1986, section 79.25 I, subdivision 3, is amended 
to read: 

Subd. 3. [RATES. l Insureds served by the assigned risk plan shall be 
charged premiums based upon a rating plan, including a merit rating plan 
adopted by the commissioner by rule. The commissioner shall annually, 
not later than January I of each year, establish the schedule of rates appli­
cable to assigned risk plan business. Assigned risk premiums s!,aH ft0! l,e 
lewef #te:ft. ~ geneFaH) ehaFgeEl BY iRsttrers f0f ffte bttsiRess must 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 I, is amended 
to read: 

Subdivision I. [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' comperl'.sation insurance. 
Reasonable efforts may be demonstrated by the employer showing it was 
rejected in writing by a two or more liceilsed insurance S9ffiJ38R)' 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 employer 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 result 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. I l. 

(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 a competitive market. 

Sec. 5. Minnesota Statutes 1986, section l 76A.03, is amended by adding 
a subdivision to read: 

Subd. 3. [COVERAGE OUTSIDE STATE.] Policies issued by the fund 
pursuant to this chapter may also provide workers' compensation coverage 
required under the laws of states other than Minnesota, inc/udi,ng coverages 
commonly known as "all states coverage." The fund may apply for and 
obtain any /icensure required in any other state in order to issue such 
coverage. 

Sec. 6. [MANDATED 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 1, 1988, 
must be reduced by 15 percent and applied by the insurer to all policies 
issued or renewed on or after that date. An insurer may not file a new 
schedule of rates between the day following final enactment of this act and 
August 1, 1988. 

ARTICLE 3 
WORKERS' COMPENSATION COURT OF APPEALS ABOLISHED 

Section I. 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, !tft<i; 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
ferred to the court of appeals. All contracts, books, plans, papers, records, 
and property of every description of the workers' compensation court of 
appeals relating 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 I, 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.0J, subdivision 3, 
the number of appeals filed in the court of appeals for the calendar years 
1987 and 1988 shall be considered to include three-fourths of the number 
of appeals filed in the worker's compensation court of appeals for those 
two 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; 
J75A.05; 175A.06; 175A.07, subdivisions 1, 3, and4; 175A.08; 175A.09; 
and 175A.10 are repealed. Minnesota Statutes 1987 Supplement, section 
175A.07, subdivision 2, is repealed. 

Sec. 7. [EFFECTIVE DATE.] 

This article is effective January I, 1989. 

ARTICLE 4 

REPORTS TO THE LEGISLATURE 

Section I. [REPORT TO THE LEGISLATURE ON MEDICAL ISSUES.] 

The commissioner of labor and industry shall _present a report to the 
legislature 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 
treatments. The report must be presented by January I, 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 1, 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 !CD-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 ther~ is the percent deviation; 

(iii) a comparison regarding the injured part of the amount of "pain 
and suffering" disability that 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 submit 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 
submitted by the physician in charge of the clinical care at the time of 
maximum medical improvement. If a change in physician has occurred, the 
physician who had clinical charge prior to"the change must submit a report 
within 30 days of the change and the subsequent physician must submit a 
report covering the subsequent period of time within 30 days of each 
individual time period's end or of the reporting that maximum medical 
improvement has been reached. The report must be itemized, including but 
not limited to 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, consult(l.tions required by attorneys or insuranc~ companies, 
department or legal conferences, etc. 

( c) The commissioner. together with the medic<ll 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 folfowing 
sequence: 

(I) the level of clinical results obtained 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 _committee and the house of representatives labor relations­
management committee, of their findings regarding paragraph ( c ), clauses 
( 1) to ( 3 ), and including progress on the development of the data collection 
system, both preliminary and final results. 

( e) Also during the 18-month period, the commissioner and department 
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 clinical costs must both be developed 
from the collected data. 

(j) The legislative auditor shall have free access to the data collected 
under this section and may request any additional information the legis­
lative auditor considers necessary. The legislative auditor shall at six­
month periods for I 8 months report to the legislature its findings regarding 
the status of the Minnesota workers' compensation system ·relating 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 mdximum medical 
improvement and rating permanent partial disabilities. The report mu_st 
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 red!f,ce 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 claimarits. The commissioner 
shall consider alterizative methods of selection and payment to ensure 
neutrality. The commissioner shall present a report and proposal to the 
legislature by January 1, 1989. 

Sec. 5. [REPORT TO THE LEGISLATURE ON LEGAL COSTS.] 

The commissioner of labor and industry shall present a report to the 
legislature concerning legal cost iss_ues in the workers' compensation sys­
tem. Specifically, the report must include findings and recommendations 
designed to contain or reduce legal costs related to workers'-compensation 
dispute resolution. 

Sec. 6. [REPORT TO THE LEGISLATURE ON RECODIFICATION OF 
WORKERS' COMPENSATION LAW.] 

The revisor of statutes shall recodify the workers' compensation law, 
including Minnesota Statutes, chapter 176, and its judicial and adminis­
trative interpretation. 

The recodification must not make any substantive changes but shall 
prqvide a comprehensive, accurate, and complete restatement.-

Earh state department agency and legislative staff. 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 January 1, 1989, on the 
progress of the recodification. The revisor shall prepare a bill to 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 labor 
and industry for the purposes of this article. 

Sec. 8. [EFFECTIVE DATE.] 

Article 4 is effective the day following final enactmfnt." 

Delete the title and insert: 

"A bill for an act relating to workers' coinpensation; regulating workers' 
compensation benefits and administration; regulating wor~ers' compen­
sation irisurance; abolishing the workers' compensation court of appeals 
and transferring its jurisdiction to the cm~rt of appeals; requiring certain 
reports relating to workers' compensation; amending Minnesota Statutes 
1986, sections 79.251, subdivisions.2 and 3; 79.252, subdivision l; 79.56, 
by adding a subdivision; 176.011, subdivisions I la, 18, and by adding a 
subdivision; 176.021, subdivision 3; 176.061, subdivision 10; 176;081, 
subdivisions 1 and 3; 176.101, subdivisions I, 2, 4, 5, and by adding a 
subdivision; 176.102, subdivisions I, 7, and 11; 176.105, subdivision I; 
176.111, subdivisions 6, 7, 8, 12, 14, and 20; 176.131, subdivisions la, 
2, 4, and by adding a subdivision; 176.132., subdivisions I, 2, and 3; 
176.136, subdivision I; 176.645, subdivision 2; 176.66, subdivision 11; 
176A.03, by adding a subdivision; 480A.06, subdivision 4; Minnesota 
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Statutes 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 I and 8; proposing coding for new law 
in Minnesota Statutes, chapter 176; repealing Minnesota Statutes 1986, 
sections I 75A.OI to 175A.06; 175A.07, subdivisions 1, 3, and 4; l 75A.08 
to 175A.IO; 176.011, subdivision 26; 176.101, subdivisions 3a, 3b, 3c, 
3d, 3e, 3f, 3g, 3h, 3i, 3j, 3k, 31, 3m, 3n, 3o, 3p, 3q, 3r, 3s, 31, 3u, and 6; 
and Minnesota Statutes 1987 Supplement, section l 75A.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. 

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

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 I; 18.023, subdivision 8; l lOB.15, subdivision 4; 115.34, subdivision 
I; 124.2137, subdivision I; 134.34, subdivision 5; 164.041; 256.72; 256.81; 
256.82, subdivision I; 256.863; 256.871, subdivision 6; 256.935, subdi­
vision I; 256. 991; 256B.04 I, subdivisions 5 and 7; 256B.05, subdivision 
I; 256B.19, subdivision 2; 256D.03, subdivision 6; 256D.04; 256D.36, 
subdivision I; 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 I; 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 477 A.012, subdivision 
2; Minnesota Statutes 1987 Supplement, sections 38.27, subdivision 3; 
124.155, subdivision 2; 124.2139; l24A.02, subdivision II; 129A.06, 
subdivision 2; 256.01, subdivision 2; 256B.091, subdivision 8; 256B.15; 
256B. I 9, subdivision I; 256D.03, subdivision 2; 2560.01, subdivision 3; 
2560.02, subdivision 4; 2560.04, subdivision I; 2560.05; 2560.07; 2560. IO; 
2560. 11; 272. 02, subdivisions 1 and 1 a; 272. 115, subdivision 4; 273. I 23, 
subdivisions 1, 4, 5, and 7; 273.124, subdivisions 11 and I 3; 273.13, 
subdivisions 23, 24, 25, and 3 I; 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 IO; 412.251; 
447.34, subdivision I; 447.35; 469. 107; 471. 74, subdivision 2; 473.446, 
subdivision I; 473.8441, subdivision I; 473E02, subdivision 4; 475 .61, 
subdivision 3; and 477A.013, subdivisions I, 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; 471 A.04; and 477 A.OJ I, subdivisions 
3a, 4, 5, 7a, 13, and 14; Minnesota Statutes 1987 Supplement, sections 
245.775; 2560.22; 273.13, subdivision !Sa; 273. 1394; 273.1395; 273.1396; 
273.1397; 275.081; 275.082; 275.125, subdivision 22; 290A.04, subdi­
vision 2b; 477A.0ll, subdivision 7; and 477A.012, subdivision !;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 l 

INDIVIDUAL INCOME TAX 

Section I. Minnesota Statutes 1987 Supplement, section 290.01, sub­
division 3a, is amended to read: 

Subd. 3a. [TRUST.] The term "trust" has the meaninggi-¥et>iftprovided 
under the Internal Revenue Code of I 986, as amended through December 
31, .J.9AA 1987. 

Sec. 2. Minnesota Statutes 1987 Supplement, section 290.01, subdivi­
sion 7, is amended to read: 

Subd. 7. [RESIDENT.] The term "resident" means (I) any individual 
domiciled in Minnesota, except that an individua1 is not a "resident" for 
the period of time that the individual is a "qualified individual" as defined 
in section 91 l(d)(I) 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 domiciled outside the state who maintains a place 
of abode in the state and spends in the aggregate more than one-half of 
the tax year in Minnesota, unless 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, presence within the state for any part 
of a calendar day constitutes a day.spent in the state. Individuals shall keep 
adequate records to substantiate the days spent outside the state. 

Sec. 3. Minnesota Statutes 1987 Supplement, section 290.01, subdivi­
sion l 9a, is amended to read: 

Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For 
individuals, estates, and trusts, there shall be added to f~deral taxable 
income: 

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

(ii) exempt-interest dividends as defined in section 852(b)(5)(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 
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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 fuHe e, sefie& &f flHl<!s 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 ( q) 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 Internal Revenue Code; and 

( 3) the capital gain amount of a lump 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, subdivi­
sion 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: 

(I) 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; aft<! 

(3) the. amount paid to others not to exceed $650 for each dependent in 
grades kindergarten 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, Iowa, or Wisconsin, wherein a resident of this state may 
legally fulfill the state's compulsory attendance laws, which is not operated 
for profit, and which adheres. to the provisions of the Civil Rights Act of 
1964 and chapter 363. As used in this clause, "textbooks" includes books 
and other instructional materials and equipment used in elementary and 
secondary 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 worship, nor does it include books or materials 
for, or transportation to, extracurricular activities inclllding 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 gro_ss income 
have been exhausted. This subtraction applies only to contributions made 
in a iaxable year prior to 1985. 

Sec. 5. Minnesota Statutes 1987 Supplement, section 290.06, subdivi­
sion 2c, is amended to read: 

Subd. 2c. [SCHEDULES OF RATES FOR INDIVIDUALS, ESTATES, 
AND TRUSTS.] (a) The income taxes imposed by this chapter upon married 
individuals filing joint returns and surviving spouses as defined in section 
2(a) of the Internal Revenue Code of 1986 as amended through December 
31, 1987, must be computed by applying to their taxable net income the 
following schedule of rates: 

fB 1'61' li>lHl9le yellfS llegi1111i11g af!er E>eee!fleer 3-1--, ~ ftftd llefere 
JaAUftf)' +, +988 . 

if li>lHl9le tfte6ffle is+ --~ <>Yer $4 ,00(), &Ill ae! 
<>Yer $ II ,GOO 
<>Yer $ II ,GOO, &Ill ae! 
<>Yer $21,<lOO 
<>Yer $21,<lOO 

the - is+ 
4i,e,eeet 
$,l-eG J'ltis a i-e- et the 
~iWet=~ 

~ J'ltis & i-eeet ef the 
e,,eess 8""r $11,(l(l(l 
~ J'ltis 9 i,e,eeet ef 
theei<eess<>Yer$2l,OOG 

~ P9f li>lHl9le ye&fS' 13egieeing &Hef' Eleeemhe"r 3-1-, ~ 
if taxable income is: the tax is: 

not over $19,000 6 percent 
over $19,000 $1,140 plus 8 percent of 

the excess over $19,000; 

plus an amount e<jlHI! ta !ell i,e,eeet ef the - fl'li<I ey the la,.~ayer lHKler 
see#eft ~ &f tfte IR~emal Revenue ~ ef ~ a& ameR8e8 0:1r01:1gR 
E>eee!flller 3-1--, -l-9&e computed using the following schedule of rates: 

if taxable income is: the t'ax is: 
over $75,500, but not 0.5 percent of the 
over $165,000 excess over $75,500 
over $165,000 $447.50. 

Married individuals filing separate re,turns, estates, and trusts must 
compute their income tax by applying the a.hove rates to their taxable 
income, except that the income brackets will be one-half of the above 
amounts. 

(b) The income taxes imposed by this chapter upon unmarried individ­
uals, moFFied. iaEli:viduals ffffftg sepeF&te Fetures, estates, ilfl'ft ~ must 
be computed by applying to taxable net income the following schedule of 
rates: 

fB I-er li>lHl9le years llegie11i11g af!er E>eeefflller 3-1, +9&e-;- ftftd llefere 
JaAUflf)' -1-, -1-98& 

# li>lHl9le ieeome fs.:. --~ <>Yer $3,00(), &Ill ae! 

the - is+ 
4 pereent 
~ plus, 9 f'CFOOftt 
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-,$9-;QOO 
eYer $9,009, bat fl0! 
&¥eF$16,QQQ 
e¥et= $16,QQQ 

&fffleei<eess-~ 
$48(! j!liiS 8 jlCFeefll 
&f#!eei,eess-,$9-;QOO 
~ ~ 9 flCFeent 
&f ffle ei<eess _, $1e,QOO 

~ Jlef ffll<ae!e ,-rs eegi1111i11g afler Deeemee, 3+, -1-98+ 
if taxable income is: the tax is: 

not over $13,000 6 percent 
over $13,000 $780 plus 8 percent 

of the excess over $13,00(►, 
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plus an amount e<jlttll le tell 1'••ee111 &f ffle - f'!lia ~ #!e l•"l'•Y•• Uflaef 
seelieR -lfgj &f ffle l11!el'flal Re•,e11ue C-<><le &f -l-98e, as ame11EleEI !hrnugh 
Deeemee, 3+, -1-9% computed using the following schedule of rates: 

if taxable iflcome is: the tax is: 
over $42,700, but not 0.5 percent of the 
over-$93,000 excess over $42,700 
over $93,000 $251 .50. 

( c) The income taxes imposed by this chapterupon 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, .J-989 1987, 
must be computed by applying to taxable net income the following schedule 
of rates: 

fB Jlef ffll<ae!e yea,s eegi1111i11g aflcr Deeemee, 3+, -l-98e, ftllt! !,efere 
JatHlftFY l, +988 

if ffll<ae!e illeeme is+ --~ eYer $3,SQQ, bat fl0! 
- $IQ. QQQ 
&Yef $)Q,QQQ, fflff ft0l 
eYer$18,!lQQ . 
.,,,.;.. $18,!lQQ. 

ffle - is+ 4 ·pe,ee111 
.~ j!liiS 6 pe,eelll 
&f#!eei<eess-~ 
$£9. j!liiS 8 pe,eelll 
&f ffle ei<eess"""' $19,QQQ 
~ j!liiS 9 pe,eelll 
&f #!e ei,eess _, $18,!lQQ 

~ ~ ffll<ae!e ~ eegimiiRg ~ E>eeeffitier ~ -1-98-+ 
if taxable income is: the tax is: 

not over $16,000 6 percent • 
over $16,000 $960 plus 8 percent 

of the excess over $16,00(►,. 

plus an amount e<jlttll ie. tell pe,eelll &f ffle - f'!lia ~ #!e l•"l'•Y•• Uflaef 
seelieR -1-tg, ef the leternal Rc,;eeee tetle ef ~ as emeeded thr01:1gh 
Deeembe, 3+, -1-9% 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 individu_al taxpayer whose taxable net inco!Ile 
for the taxabl.e 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 wh·o is not a Minnesota resident for the entire year 
mus( compute the individual's Minnesota income tax as provided in this 
subdivision. After the application of the nonrefundable credits provided in 
this chapter, the tax liability must then be multiplied by a fraction in which: 

(I) The numerator is the individual's Minnesota seHFee!I 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, .J.986 1987, increased by the addition required for 
interest income from non-Minnesota state and municipal bondS under sec-
tion 290.01, subdivision 19a, clause(/). · 

(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 tax and the denominator is the 
federal adjusted gross income. 

Sec. 6. Minnesota Statutes 1987 Supplement, section 290.06, subdivi­
sion 20, is amended to read: 

Subd. 20. [ELDERLY AND DISABLED PERSONS.] An individual may 
take a credit against the tax due under this chapter equal to 4G j>efeeftt .,. 
the credit for which the individual qualifies under section 22 of the Internal 
Revenue Code of 1986, as amended through December 31, .J.9861987. 

If the individual is not a full-year resident, the credit must be allocated 
by applying the ratio determined in section 290.06, subdivision 2c, para­
graph If). 

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.] (a) If 
a taxpayer who is a resident of this state or is a domestic corporation or 
corporation commercially domiciled in Minnesota has becvme 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 residen;t 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 subjec~ to tax in the (?ther 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 assigned to Minnesota 
under sections 290.081 and 290./7. 

(c) For a corporation, the ratio is determined by dividing the net income 
from personal or professioilal services- within such other state, or; if the 
taxpayer is an athletic team where all of the team's income is apportioned 
to Minnesota, it is the total net income subject to tax in such other state 
or province or territory of Canada, divided by the Minnesota taxable net 
income. This percentage shall be applied only against the tax assessed by 
this section. 

(d) The credit determined under paragraph (b) or (c/ shall not .exceed 
the amount of tax so 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 subject to lax under this chapter, nor shall the allow­
ance of the credit reduce. the taxes paid under this chapter to an amount 
less than what would be assessed if such income amount was excluded 
from taxable net income. 

(e) In the case of the tax assessed on· 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 ta.X 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 submitted. within one year from the date the taxes were 
paid to the other state or province or territory of Canada. The taxpayer 
must submit sufficient proof to show entitlement to a credit. 

Sec. 8. Minnesota Statutes I 987 Supplement, section 290.067, subdi­
vision 1, is amended to read: 

Subdivision I, [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 2 I of the Internal Revenue 
Code subject to the limitations provided in subdivision 2. 

In the case of nonresident, part-year reside,nt, 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 income 
of the claimant and the claimant's spouse. 

Sec. 9. Minnesota Statutes 1987 Supplement, section 290.081, is amended 
to read: 

290.081 [INCOME OF NONRESIDENTS, RECIPROCITY; CREDIT 
FQR TAXES -l'MQ TQ 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-, 6f. 

(b) If atty ta,.rai er wile is a resident ef this state, e, a derneslie eer­
peFatien 0f e0FfWF8lieR eetttmereielly SemieileEI thereiR, ftafi Beeeme Hable 
ffif ~ 0ft 0f measured. lry- ftet tft€6ffle te aRother stale 0f a proviRee et=. 

territsri· of Canada upe,,, if the lellrayer is an indiYid>1al, e, if the tallrayer 
is an !tlhletie teaFR and all ef the leaHHi iHe0fRe is arrerliened t-0 Minnesela, 
aftY ineeffle, 6f if ·tt ts a ee~eretiefl., est£tte-; 0f -tRts+;, ttpeH ffi€6ffle EleriYeEI 
frefft the rerferFRanee ef rersenal er rrefessienal serYiees withift SHelt elher 
slftle er rre','inee er lerrilery ef Canada and Sllbjeet le ta*atien Uft<!er this 
el>at>te£ 11,e ta .. ra,·er shalll>e entilled le a eredit agafflSI the aFR8HRI el' ta.es 
rayable l!ft<lerthis ehar1er, ef SHelt rrerer1ien thereef, asSHeltg,<>ssiHe0fRe 
Sllbjeet le ta,.atien it, SHelt slftle er rr8'tinee er territer)' of Canada !,ears 
le the lallra, er' s ~ gt'6SS iHe0fRe Sllbjeet le ta,rntien Uft<!er this eharter; 
rre,·ided fB 11,at SHelt eredit shall ift .... e¥eftl ""6ee<I the - ef -
se f'8i<I le SHelt elher slftle er rreYinee or terrilef)' ef Canada "" the g,<>ss 
iHe0fRe O!lfRe<I wtthiR SHelt elher slftle or rr8'>'inee er territery of Canada 
ttttd Sllbjeet ffi ieJletien tifl8ef thts eha1Her, tHtd ~ the allo".11'8Ree et sttek 
ere<1it shall "61 ererale le ...i- the -.s rayable Uft<!er this el>at>te£ le 
an aFReunt less 11,an -W lttt¥e beeft rayable if the g,<>ss iHe0fRe .......i 
ift SHelt elher slftle er pre'>'inee er 1erri1ery ef Canada had beet, e!leluded 
tfl eoR1:131:1ting ftet Hte0ffte t:tft6ef this eheftter. A taJtpeyer whets a resident 
ef this slftle r>1rsuant le seetieB 290.Gl, subdiYisien 1a, eleHse ~ and is 
Sllbjeet le iHe0fRe - as a resident ift the slftle ef 11,e indiYid>1al' s aeFRieile 
is "61 allewed this eredit tiftiess the slftle <>f deFRieile <l<>es "61 allew a 
Stt!Hfflferetlit,. 

W +he eeFRrnissiener shall by rule deterFRine with resJ>0€1 le g,<>ss 
iHe0fRe O!lfRe<I ift atty elher slftle the arrlieable e-la>Jseef this seelien. When 
it is deemed to be in the best interests of the people of this state, the 
commissioner may determine that the provisions of clause (a) shall not 
apply. As long as the provisions of clause (a) apply between Minnesota 
and Wisconsin, the provisions of clause (a) shall apply to any individual 
who is domiciled in Wisconsin. 

~ '-'+EH< Se ~ as .....i· if, this seetieB FReftftS ta.es "" er rneasured 
by fie! iHe0fRe rayable le anether slftle er .rre, inee er territery of Canada 
""iHe0fRe "8ffle6 witltift the liH<able year fer wi>ieh the ere<!it is eleiFRed, 
r•8'tided Iha! SHelt - is ael>1ally fl8i4 ift 11,at liH<able y;,a,, er subse~uent 
liH<able ye<IF.r. 

Fer r"FJleses ef eleHse fbh where a Minnes01a resident rererled °" item 
e.f ffl€6ffle te ,Mianeseta Qft6 ts essesseEI ~ Ht aHether sta-t-e ef a proYiAee 
er 1erriler)' of Canada "" 11,at sarRe item ef iHe0fRe after the Minnesela 
Slalttle ef liFRitaliens ltes e1'rired, the ta•rai·er shall be allewed te reeei¥e 
e ere<lit fer 11,at yea, based "" eleHse fbh netwithstanaing the rr8'tisiens 
t>f seetiens 290. 49, 290.§G, and 29(U6. Fer r>1FJleses ef the rreeeding 
senlenee, the 9IH'deft ef preef shall l,e"" the ta,.rayer 113 sh<>w entitleFRent 
le a eretlit,. 

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

Interest shall be payable on all delinquent balances relating to taxable 
years beginning after December 31, 1977. The commissioner of revenue 
is authorized to enter into agreements with the state of Wisconsin specifying 
the recipropity payment due date, conditions constHuting 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 e.ach 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 req11ire their attendance, require the production 
of books, papers and documents, and hold heanngs at such places as are 
deemed necessary. The board. shall then make a determination as to the 
amount to be paid the other state which determination Shall be final and 
conclusive. · 

Notwithstanding the provisions of section 290.61, the commissioner may 
furnish copies of returns, reports, or other information to the taxing official 
of the state of Wisconsin, a member of the . board of arbitration, or a 
consultant under joint contract with the states of Minnesota and Wisconsin 
for the purpose of making a determination as to the amount to be paid the 
other state under the 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 returns and informatioIJ. 
revealed thereby to the extent that it is. protected under the laws of the state 

· of Minnesota. 

Sec. 10. Minnesota· Statutes I 987 Supplement, section 290, 17, subdi­
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 trade or business must be assigned 
in accordance with paragraphs (a) to (f): 

(a)(l) Subject to paragraphs (a)(2) and (a)(3), income from labor qr 
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 
suc.h 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 within this state shall be determined in the 
following manner: 

(i) The. amount of income to be assigned to Minnesota for an individual 
who is a nonresident salaried athletic team employee shall be determined 
by using a fraction in which the denominator contains the total number of 
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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 Minnesota; 
and 

(ii) The amount of income to be assigned to Minnesota for an individual 
who is a nonresident, and who is an athlete or entertainer not listed in 
dause (i), for that person's athletic or entertai.nment performance 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 nonresident from 
the United States, its agencies odnstrumentalities, the Federal Reserve 
Bank, the state of Minnesota or any of its political or governmental sub­
divisions, or a Minnesota volunteer firefighters' 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 thrnugh 
December 31, 1986, are not considered income derived from carrying on 
a trade or business or from performing personal or professional services 
in Minnesota, and are not taxable under this chapter. · 

(b) Income or gains from. tangible property located in this state that is 
not employed in the business of. the recipient of the income or gains must 
be assigned to this state. · 

(c) Except upon the sale of a partnership interest or the sale of stoc;k of 
an "S" corporation, income or gains from intangible personal property 
not employed in the business of the recipient of the income or gains must 
be assigned to this state if the recipient of the income or gains is a resident 
of this state or is a resident trust or estate. 

Gain on the sale of a partnership interest. is allocable to this state in the 
ratio of the original cost of partnership tangible property in this· state to 
ihe 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 t.his state in accordance with the sales 
factor of the partnership for its first full tax period immediately preceding 
the tax period of the partnership during which the partnership interest was 
sold. 

Gain on the sale of stock held in an "S" corporation is allocable to this 
state in the ratio of.the original cost of tangible property of the "S" 
corporation within this state to the original cost of tangible property of 
the "S" corporation everywhere. 

( d) Income from the operation of a farm shall be assigned to this state 
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 assigned to this 
state. 

(f) All items of gross income not covered irt paragraphs {a) to (e) and 
not part of the taxpayer's income from a trade or.business shall be assigned 
to the taxpayer's domicile. 
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Sec. 11. Minnesota Statutes 1987 Supplement, section 290.38, is amended 
to read:· 

· 290.38 [RETURNS OF MARRIED PERSONS.] 

A husband and_ wife must file a.joint Minnesota incollle 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 I 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 election for federal purposes. In the event taxpayers 
desire to change their election, such change shall be done in the manner 
and on such form as the commissioner shall prescribe by rule. 

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 PARTNERS.] (a/ 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 nonresident partners electing to be covered by the composite 
return. 

(bl The computation of each partner's liability will be determined by 
multiplying the income allocated to that partner by the highest rate used 
to determine the tax liability for individuals under section 290.06, sub­
divis_ion 2c. NonbUsiness deductions, standard deductions, or personal 
exe_mptions are not allowed. 

(c) -The partnership must submit.a request. to use this composite return 
filing method for 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 electing partner must not· have any Minnesota sou'rce income 
other than income from the paftnership and other electing partnerships. 
If it is deter.mined that the electing p_artner has other Minnesota _source 
income, the inclusion of the income and tax liability for that partner under 
this provision will not constitute a return to satisfy the requirements of 
subdivision 1. The penalty for failure to file a return as provided in section 
290.53, subdivision 2, is assessed from the due date for filing a return 
until a non-composite return is filed. 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, 
filing of the composite return constitutes a return for purposes of subdi­
vision 1 of this 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 a 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 for ·a nonresident 
under section 290.37, subdivision 1, the tax liability is zero. However, a 
statement showing the partner's share of gross income must be included 
as part of the composite return. 

( g) The election provided in this subdivision is not available to any 
partner other than a full-year nonresident 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 to 
the estate or trust. The provisions applying to 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, -l9&e J987;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 
$600 or more on account ofrents or royalties, or of$ IO 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 $ IO or more distributed 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 3 I, -l9&e 1987) in respect to such payments in excess of the 
amounts specified, giving the names and addresses of the persons to whom 
such payments were made, the amounts paid to each, and (b) shall make a 
return in respect to the total number of such payments and total amount 
of such payments, for each category of income specified, which were in 
excess of the amounts specified. This subdivision shall not apply to the 
payment of interest or dividends to a person who was a nonresident of 
Minnesota for the entire year. 
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A person, corporation, or cooperative required .to file returns under this 
subdivision oo intefest, diYidenEls, ef ~atreaoge 8ivideH:d 13o~•fftentS with 
~ te me,e !ftftft ~ ~ fef ""Y ealeREiar yea. must file all of these 
returns on magnetic media if the media were used to satisfy the federal 
reporting requirement under section 6011( e) of the Internal Revenue Code 
of 1986, as amended thr01;gh December 31, 1987, unless the person estab­
lishes to the satisfaction of the commissioner that compliance with this 
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 proceeding under United States Code, 
tiHe I I, section 727. 

(b) Income realized 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 that the 
gain is includable in federal adjusted 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 
limite.d 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 thro~gh December 31; 1987, determined immediately 
before application of this paragraph. 

( c) For purposes of this section, any tax due under this 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 deductions, 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.] (I) 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 I 9, 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 payments in excess c,f $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([) of the Internal Revenue Code of~ 1986, as amended through 
December 31, ~ 1987, 

(d) The total amount deducted and withheld as tax under subdivision 2a 
or 3, or section 290.923, subdivision 2. 

(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 duplicate 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 
statement.s 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 to 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.) (I) 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 properly 
withheld and paid over to or deposited with the commissioner 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. 

(I a) 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 during 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. 

(lb) 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 extension of time for filing), the addition to tax under 
paragraph (la) shall not be less than the lesserof (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. 

(le) Where penalties are imposed under paragraphs (I) and (la), except 
for the minimum penalty under paragraph ( I b); 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 th.e 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 a written demand therefor, and may be collected in the manner 
prescribed in subdivision 6, paragraph (8). 

(4) In addition to any other penalties prescribed, any person required to 
withhold a tax on wages, file quarterly returns, and make payments or 
deposits to the commissioner of amounts withheld, as required by this 
section, who attempts io evade the tax by (i) willfully failing to withhold 
the tax, file the return, or make the payment or deposit, or (ii) willfully 
preparing or filing a false return, is guilty of a gross misdemeanor unless 
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 duplicate 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 requited 
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 Slieai,·isieR 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 2a 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 interest, 
and then to the tax due. 

(9) In addition to any other penalty provided by law, any employee who 
furnishes a withholding exemption certificate 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 collected 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 5a, clause (l)(a), (l)(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 know ledge 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 guilty 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 1, 1988, the required amount of the annual payment of the 
current year's tax in determining the underpayme'nt 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 3/, /987. 

Sec. 18. [REPEALER.] 

Minnesota Statutes /987 Supplement, section 290.077, subdivision I. 
is repealed. 

Sec. I 9. [EFFECTIVE DATES.] 

Except as otherwise provided, sections I 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 years beginning after December 31, 1986. The rest of section 5 
is effective for taxable years beginning after December 31, /987. Sections 
6, 7, 9, JO, 12, 13, 15, and /8 are effective for taxable years beginning 
after December 3/, /987. Section 11 is effective for taxable years begin­
ning after December 31, /984. Section 14 is effective for taxable years 
beginning after December 3/, 1986. Section 16 is effective the day fol­
lowing final enactment. 

ARTICLE 2 

CORPORATE FRANCHISE TAX 

Section I. Minnesota Statutes 1987 Supplement, section 60A. l 5, sub­
division 1, is amended to read: 

Subdivision I. [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' mutual 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 I 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 percent 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 total 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) Jnstallments under paragraph ( a) are percentages of gross premiums 
less return premiums on all direct business received by it the insurer in 
this state, or by its agents for it, in cash or otherwise, during such year, 
excepting premiums written for marine insurance as specified in subdivi­
sion 6. 

( c) Failure of a company to make payments of at least one-third of either 
W (]) the total tax paid during the previous calendar year or fl>, /2) 80 
percent of the actual tax for the current calendar year shall subject the 
company to the penalty and interest provided in this section. 

Sec. 2. Minnesota Statutes 1987 Supplement, section 60E.04, subdivi­
sion 4, is amended to read: 

Subd. 4. [TAXATION.] (a) All premiums paid for coverages within this 
state to risk retention groups are subject to taxation at the same rate- and 
subject to the same interest, fines, and penalties for nonpayment as that 
applicable to ffifeigR admilled 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./95 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, section 62C.0l, 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 by section 60A./5 on 
premiums they receive as the writing carrier for the comprehensive health 
insurance plan. 

Sec. 4. Minnesota Statutes 1986, section 64B.24, is amended to read: 

64B.24 [TAXATION.] 

Fraternal benefit societies are declared to be charitable institutions, and 
the property held and used for lodge purposes, and the funds of these 
societies 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 taxable 
and premiums received as the writing carrier for the comprehensive health_ 
insurance plan shall be subject to gross premium tax under section 60A.l 5. 

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 •ft0! be g,ealef 0f le,;..,. titttft the 
""'6tHtl ef p•emium tl>l<% l'fH<I te the slft!e Uj>0ft the p,emiums ,epo,tea te 
tfle eeffl:missieHer BY insuFers 6ft -Hie Minnesota Pire~ey, R PremiurH ~ 
after suel,aeling the amount ••'!ui,ea te pay the state auaito,'s .- a...i 
e"penses ef the audits 0f """'°" ef the fi,efighte,s relief assoeiations be 
the amount of state aid available for apportionment as provided in this 
subdivision. The total amount for apportionment 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 
ft<>! •*eeeaieg the !tH< eolleelea. 

Sec. 7. Minnesota Statutes 1986, section 237.075, subdivision 8, is 
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 290.2 I, 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 Mieneseta .,. tHt<leF its law&; af!t! the teFIH 
"f8Feige" wheft fftti-S ~ ffteftftS a eeFponttieR ethef HHtR ft: fiomestie 
eoff10F&tioR 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 3/, /985; or 

(3) which qualifies as a FSC, as defined in section 922 of the Internal 
Revenue Code of /986, as amended through December 31, 1987. 

Sec. 9. Minnesota Statu_te~ 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 corpor~tion other than a domestic corporation. 

Sec. 10. Minnesota Statutes 1986, section 290. 0 I, is amended by adding 
a subdivision to read: 

Subd. 6b. [FOREIGN OPERATING CORPORATION.] The term "foreign 
operating corporation," when applied to a corporation, means a domestic 
c·orporation with the following characteristics: 

( 1) it is 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 conimonwealth 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. I I. 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 19a to l 9f. 

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)(2)(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)(3)(C) and 852(b)(5)(A) of the Internal Revenue Code. 

The Internal Revenue Code of 1986, as amended through December 3 I, 
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 l 9f mean the code in effect for purposes of deter­
mining net income for the applicable year. 

Sec. 12. Minnesota Statutes 1987 Supplement, section 290.01, subdi­
vision 19c, is amended to read: 

Subd. 19c. [CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE 
INCOME.] For corporations, there shall be added to federal taxable income: 

(I) 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 Columbia, or any foreign country 
or possession of the United States; · 
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(2) interest not subject to federal tax upon obligations of: the United 
States, its possessions. its agencies, or its instrumentalities te the e-JHefl-t 
tl!e eeligaliens "'" Het sttbjeet le fetleflH -; 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) ~ ialeFest exempt-interest dividends received as defined in sec­
tion 852(b)(5) of the Internal Revenue Code of 1986, as amended through 
December 31, 1986; 

(4) the amount of any windfall profits tax deducted under section 164 
or 4 71 of the Internal Revenue Code of I 986, as amended through Decem­
ber 31, 1986; 

(5) the amount of any net operating loss deduction taken for federal 
income tax purposes under section 172 of the Internal Revenue Code of 
1986, as amended through December 3 I, 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 De_cember 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; 

( I 0) the exempt foreign trade income of a foreign sales corporation under 
sections 921 (a) and 29 I of the Internal Revenue Code of 1986, as amended 
through December 31, 1986; 

( 11) 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; ftft<! 

(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 to 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 19c: 

(I) the amount of foreign dividend gross-up added to gross income for 
federal income tax purposes under section 78 of the Internal Revenue Code; 
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(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, or 
to any instrumentality of the United States exempt from federal income 
taxes, on the preferred stock of the bank owned by the United States or 
the instrumentality; 

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

(i) to the extent the disallowed costs are represented by physical property, 
an amount equal to the allowance for depreciation under Minnesota Statutes 
1986, section 290. 09, subdivision 7, subject to the modifications contained 
in subdivision 19e; and 

(ii) 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; atttl 

(ii)for capital losses incurred in taxable years beginning after December 
31, 1986, a capital loss carryover to each of the 15 taxable years succeeding 
the loss year shall be allowed; 

(iii)for capital losses incurred in taxable years beginning before January 
1, 1987, a capital loss carryback to each of the three 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 (i) the income is taxable under this 
chapter and (ii) the interest and expenses were disallowed as deductions 
under the provisions of section 171(a)(2), 265 or 291 of the Internal 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 control facilities placed.in service in a taxable 
year beginning before December 31, 1986, and for which amortization 
deductions were elected under section 169 of the Internal Revenue Code 
of 1954, as amended through December 31, 1985, an amount equal to the 
allowance for depreciation under Minnesota Statutes 1986, section 290.09, 
subdivision 7; 

(9) the amount included in federal taxable income attributable to the 
credits provided in Minnesota Statutes 1986, section 273.l314, subdivision 
9, or Minnesota Statutes, section 469.171, subdivision 6; 

(10) amounts included in federal taxable income that·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 I9c, clause 
(I), in a prior taxable year; and 

(JI) 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 Percentage 
June 30, 1988 ............... . 50 percent 
December 3 l, l 988 ..... , ..... 65 percerit 
June 30, 1989 ............... 80percent. 

Sec. 14. Minnesota Statutes 1987 Supplement, section 290.01, subdi­
vision 19e, is amended. to read: 

Subd. I 9e. [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 th_e Tax Reform Act of 1986, Public 
Law Number 99-514, are elected or apply. 

(a) For property placed in service after December 31, I 980, and before 
January I, 1987, 40 percent of the allowance pursuant to section 168 of 
the Internal Revenue Code of I 954, 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 JI, 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 
l, 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 l68(b)(3), (f)(l2), or U)(l) or a method provided in 
section 168(e)(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 W (c) 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 straight line method over the following num­
ber of years: 

(I) 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( d) of the Internal Revenue Code of 1986, as amended 
through December 31, 1986, shall be allowed as a deduction in the first 
taxable year after the entire amount of the allowable deduction for that 
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 I 94 of the Internal Revenue Code of I 986, 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 Min.nesota 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 (e). 

Sec. 15. Minnesota Statutes 1987 Supplement, section 290,015, sub­
division I, is amended to read: 

Subdivision I. [GENERAL RULE.] A J3eFsoR, etheF tftftft n FesilleRI 
iridh iehtal, ~ eoRt1liets a tfi¼6e 0f business W½tft +t-5 fJfiAeif!al ~ ef 
l:HtSiRess ~ e.f >.1iHROSOta ts ~~#te tffites ifflposed 9Y"tffis ~ 
wiffl respeet le ll½at lfatie eF llusiRess }f tl!e lfatie or llusiRess ffl!llres &&!es 
0f Feeeh,es 0fftef taeeffte fft9:t ts assigRa8le e£ appeFtieaable te th4s ~ 
Ull0ef seeMR 29Q. 17, 29Q, 191, 29Q.2Q, ~ eF ~ without reg11ff1 
ta 13kysieal f!Feseaee tft th4s s-ta-te;- ~- as f)Fovide8 ffi suBEli1Asios ~ 
AetiYities that~ juFisllietioR te taat Ull0ef lffis ehftj>l<>r iReluee, bttt ltfe 
ll<>!ltm#e<l!e; ' 

fB IHwiftg a j3laee ef llusiRess ;,, lffis slate; 

~ IHwiftg Offlf)loyees, FOf!Fesestati'\•es, et= inEler,eRdeRt eoRtFaetoFs ee&-
81:1etieg B1:1siRess activities _Ht tffis ~ 

fJ1' regtllar=ly 5eHi-ftg f!Feduets 0f sep,•iees 0f ftftY left6 0f ~ t-e ~ 
¼efflef'S tft tffis state Wft0 t=eeei¥e the flFOduet ef: s-efYi-ee tft #tf.s. ~ 

f41 regtdarly solieiHag 8t1si1tess ft:etB potential eustoffiers Ht Ht-ts ~ 

f!i·) Fegulari)' f'OFfOFRliRg SOPtiees ff6f!l ei,tside lffis state whieh - -­
SttFROEI Wt!fttfl lffis -. 

fe, regttlaFly engaging iR traHsaetioes -w+H¼ eustemers tft ff½i-6 ~ tflftf 
if:p;•ol•re intaegiBle 1uoper-ty. ieeltt8ieg leafts ffiH ftffi prepert)• EleseFibeEI tft 
subdi dsieR J, ]38FagF&f'h t9t;" aad t=eSti-H ta i-aeeffte AewiRg te the peFSeR 
1ffiffi Wt!fttfl lffis -. 

f+j e•.vniag 0F leastag taRgible f'eFSBRa·1 0F feft1 f'FBfeFty teeatea ifl: tfti.s 
state; 0f 

f8, # a HRaneial iRstituHes, Fegu1aF1y salieitisg IHttl Feeei11ieg Bepasits 
fi:em- 6l:ISt8HleFS ift ¼fti.s. ~ 

( 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 imposed 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 includes, 
but is not limited to: 

( J) 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 frofn within this state; 

(4) leases of /angible 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 institution, deposits received from customers in this 
state. 

( d) For purposes of paragraph (b), solicitation includes, but is not limited 
to: 

(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 
ofwhich 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. which 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 Minnesota 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. Minnesota 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 eRgoge8 Ht t=egtHilf solieitotioR w+Httft·thl-s ~ H ti eon8uets 
tFenseetions deseFiBed ift a-ay 6f s1:t88ivision +, e+aHses f;) te fer, wi-ffl ~ 
eF met=e Fesidents e.f thls ~ ~ a-ay ~ ~ er,.# a fiRaReial 
iRstiteHeR, # ¼he 5Uffl e.f ½-ts assets aftti ~ aBselute -v-altie ef ½-ts EiefesHs 
aHriBeteble te souFees wiHl+R this ~ ~ ef eneee8s $5J)00,000. 
Assets aR<I aeresils lffi¼St ae a11,ibu1ea ~ seu,ees ~ 11,;s ffl>le by 
afpl~•iRg ffte pril}eitJles esteBlishe8 tHtaef seeti-eft 290.191 obtaining 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) it is a financial institution as defined in section 290.01, subdivision 
4a, and the 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 attributed to sources within this state by applying the 
principles established under section 290. I 91, except as provided in sub­
division 3. 

(b) A financial institution that 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.] (a) 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 properiy, 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) 
shal1 not be -a factor in determining whether the O\_Vner is subject to tax 
under this chapter: 

(1) an interest in a real esta.te mortgage investment conduit, a real estate 
investment trust, or a regulated investment company, as those terms are 
defined in the Internal Revenue Code of 1986, as amended through Decem­
ber 31, 1986; and 

(2) an interest in a loan-backed, mortgage-backed, or receivable-backed 
security representing either: (i) ownership in a pool of promissory notes, 
mortgages, or receivables or certificates of interest or participation in such 
notes, mortgages, 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 receivables, and which are 
issued by a financial institution or by an entity substantially all of whose 
assets consist of promissory notes, mortgages, receivables, or interests 
therein; 

(3) an interest 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 ( l ), 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 290.19/, subdivision 11, paragraphs (e) through(/), and in 
which the payment obligations embodied in such 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 
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p,:ovisions 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 fB 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~ ef ~. eneh:1Eie a tf-aae et= bttsieess Heffi the 
fifff>g ••~uiremenls ef tile R<>tiee ef ~usiness aeliYilies r-ejffifl HR<ler seetie-R 
29().371. 

(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. 

( c) 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 also 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 Supplement, 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 1, 
clause W (I), 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. [ALTERNATIVE MINIMUM TAX BASE.] The alternative 
minimum tax base equals the sum of: 

(I) the total a.mount of Minnesota sales 1111<1 or receipts; 

(2) the amount of the taxpayer's total Minnesota property; and 

(3) the taxpayer's total Minnesota payrolls; 

less the exemption amount, if any. 

Sec. 21. Minnesota Statutes 1987 Supplement, section 290.092, sub­
division 4,. is amended to read: 

Subd. 4. [DEFINITIONS.] (a) "Minnesota sales 1111<1 or receipts" means 
the total sales apportioned to Minnesota pursuant to section 290. I 91, sub­
division 5, the total receipts attributed to Minnesota pursuant to section 
290. 191, subdivisions 6 to 8, and/or the total sales or receipts apportioned 
or attributed to Minnesota pursuant to any other apportionment formula 
applicable to the taxpayer. 

(b) "Minnesota property" means total Minnesota tangible property as 
provided in section 290.191, subdivisions 9 to II, 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. l'ef 11,e HfSt fi¥e tm<-al,le yea,s atlfiftg wlHeh a eeff eFatisn is 5'l!,jeet 
fe teJmtion l:tftaef tfti-s eftapteF, ffi-e fHHOURt ef its ~1iRR0SOhi f'FOpe_Ft)' ftfHi 
pe)•Folls sk-aH Be deemed t-& '9e ~ fef" 13ur=peses of tft4.s. see#eft On a return 
for a short taxable year, the amount of Minnesota property owned, as 
determined under section 290. I 91, shall be included in Minnesota property 
based on a fraction in which the numerator is the number of days in the 
short taxable year and the denominator is 365. 

(c) "Minnesota payrolls" means total Minnesota payrolls as provided in 
section 290.191, subdivision 12, 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 (I) the sum of the 
taxpayer's Minnesota sales 1111<1 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 group, the 
exemption amount equals the lesser of (I) 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 ofthe 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 5 to 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 year and the denominator is 365. In the case of a unitary 
business, the exemption amount must reflect the factors of the ~ all 
businesses inclucfed in the unitary l:ittsiAess group as 1e13eFteEl 0ft ffte eefft­

l>iRee ""!"'ff defined in section 290.17, subdivision 4. A corporation that 
has as its sole or primary business activity (I) 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 60A.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 
years 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 to 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: · 

( J) 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 ~ei:tion 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 cor,istitute 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 conducts substantially the sam_e activiiies as the predecessor 
corporation, regardless of whether or not the survivor corporation also 
conducts additional activities, and the predecessor corporation would not 
otherwise qualify for this exclusion if it had continued to conduct those 
activities; 

(4) any change in identity of form of business where the original business 
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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) a corporation, the primary business activity of which is the providing 
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 290.095, sub­
division 1, is amended to read: 

Subdivision I. [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 I 72 of the Internal Revenue Code of 
1986, as amended through December 3 I, 1986, subject to the limitations 
and modifications provided ih this section. 

(b) A net operating loss deduction shall be available 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 85J(a) or 851(q) of the Internal Revenue code of 1986, 
as amended through December 31, 1987, the deduction provided by this 
section shall not be allowed. 

Sec. 24. Minnesota Statutes 1987 Supplement, section 290.095, sub­
division 2, is amended to read: 

Subd. 2. [DEFINED AND LIMITED.] (a) The term "net operating loss" 
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 
l 72(b) of the Internal Revenue Cod.e of 1986, as amended through Decem­
ber 31, 1986, relating to the carry back 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 fef a,ry lal<al>le yea, 
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 1, 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, sh.all 
be a net operating loss carryback to each of the three taxable years pre­
ceding the loss year subject to the provisions of Minnesota Statutes 1986, 
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sec/ion 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 po_rtion 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 
taxpayer may elect a net operating loss carryback to each of the three 
taxable years preceding the taxable year of the loss and a net operating 
loss carryover lo each of the five taxable years following 1he taxable year 
of the loss, no/withstanding subdivision 3, clause (a). The net operating 
loss carryback and ·carryover allowed under this subdivision is limited to 
1he part of the net operating loss allributable lo the deduction allowed for 
bad debts under section 166(a) of lhe Internal Revenue Code of 1986, as 
amended through December 31, 1987. The parl of the net operating loss 
for any taxable year that is at1ribu1able to the deduction allowed for bad 
debts is the excess of 1he net operating loss for ihe taxable year, over the 
net operating loss for the taxable year determined without regard to the 
amount allowed as a deduction for bad de_bts for the taxable year. In 
applying the provisions of subdivision 3, clause (b), 1he part of 1he nel 
operating loss for the loss year that is at1ribu1able to the deduction allowed 
for bad debts is considered a separate net operating loss for lhe 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 inclu<!-ed on a 
combined report. A refund of tax thal is the result of a net operating loss 
carryback under this section must be paid after two years bul before two 
years and 30 days after 1he claim for refund was filed. 

Sec. 27. Minnesota Statutes 1987 Supplement, section 290.10, is amended 
to read: 

290.10 [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 I, 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 198_7 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), none 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 iegal 
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 interdepen­
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. 

(f) ~ tHJffJBses ef SeteFfflifliAg tfie ft-et ifl.eetfte ef a ttflifftfY '31:1siness &fte, 
ffte ~ ¼a ae ttSe& ffi Ehe BflflOFtionment ef eet ffle0fBe fll:IFsututt te 
seelieR 29Q.191 e, 29Q.2Q, tliefe ffillSI ee iReh1EleEI ooly Hie H1eeR1e llllEI 
appeFtienment f-aefefs ef eeffeFaHens eF fHftef eftti.ties ~ eF et=gani~ed 
H1 Hie tlRt!ee ~ e, tlllaef Hie ffiW<, ef Hie YftileEI Stales e, ef QRy s!ft\e;-
4heE>istFiet &f Columbia, ffte eemmenwealth ef PuefleR-ioo,~· possessioR 
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ef fhe Ytttlee ~ ef ~ .politiea] sHBdivisioA af ~ tfl-e fofegoiag ftft6 
ef """ ~ !IS <le!'ine<I in seeHeft m ef the IR!eRm! Re¥enlie Geae· ef 
+98e,- as ameAdetl tRroHgft BeeeHt8er ='-+-; +98e,, ffttH afe determiReEI te 9e 
~ ef fhe ~ 81:1si0ess pursuant te ff:ttS suBEli ,isieR, ROt,,itAstandiRg 
~ffiftef eoff1orations Gf~etHtfieS orgeRi2·ea iAfafeigtl eottRtries ffii.gM 
9e ieehuled tft fhe ~ ln1siRess. 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 year 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 
foreign 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 corporation shall be 

. its net income adjusted as follows: 

(I) any taxes paid or accrued to a foreign country, 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 
290.01, subdivision 19/d)( JI), shall not be allowed. 

If a foreign operating corporation incurs a net loss, neither income nor 
deduction frc,m that corporation shall be included in determining the net 
income of the unitary business. 

(h) For purposes of determining 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 do11lestic 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, interest, 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. 

ft, (j) Each corporation or other entity that is part of a unitary business 
must file combined reports as the commissioner determines. On the reports, 
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all intercompany transactions between entities included pursuant to para­
graph fB (h) 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 fB (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.proratton or separate accounting; 
and 

(2) its sales, property, and payroll includ.ed in the apportionment formula 
must be prorated or accounted for separately. 

Sec. 29. Minnesota Statutes 1987 Supplement, section 290. l 9 I, sub­
division 1, is amended to read: 

Subdivision I. [GENERAL RULE.] Except as otherwise provided in 
section 290 .17, subdivision 5, t_he 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
monwealth 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 mail or telephone, and .J-00 99 percent of the taxpayer's property and 
payroll is within Minnesota, then the taxpayer may apportion net income 
to 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. +his subdivisien ii; ••~••led effee!i,,e 
fef ta"8l>le ')'<lllfS beginaiag affef Deee1Rbe, ;;+, -1-9&&-c 

Sec. 3!. Minnesota Statutes 1987 Supplement, section 290. 191, sub­
division 5, is amended to read: 

Subd. 5. [DETERMINATION OF SALES FACTOR.] W For purposes 
of this section, the following rules apply in determining the sales factor. 

f&t (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: 

(]) 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)(l) of the 
Internal Revenue Code of /986, as amended through December 31, 1987, 
or sales of stock; and 

(6) royalties, fees, or other like income of a type which qualify for a 
subtraction from federal taxable income under section 290.01, subdivision 
/9(d}( JI). 

( 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 sa1e, 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 liquor, 
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. 

(t) Sttles, etftef thtlft ~ ef *8Rgil:!1e f)CFS8ROl f)F8f)Crt), ftfe ffitlde tft tfti.s 
stttte # ffte preperty ts ttSeG, 0f ~ '3e0efits el the seP<'iees are e0H:st:1:m:e8, 
iH tltis .- H the p,epel'lj' is "5e<I ,,. the eeaefils el" the serliees are 
eeasumed in ffl0fe thaft """ ,._ the ,;ales HtttSt be appel'lieaed I"" ffila 
aeee,diHg le the l""'ieB ef tiSe ,,, eeHsumplieH ef eeHefils ift t1tis .­
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: ~ 

( J) 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 property, including 
patents, know-how, formulas, designs, processes, patterns, copyrights, trade 
names, service names, franchises, licenses, contracts, customer lists, or 
similar items, must be attributed 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 
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the portion of use in this state. If the portion of use in this state cannot 
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 operations in this state, regardless of 
the location of the purchaser's customers. · 

(i) Sales of intangible property are made within the state in which the 
property is used by the purchaser. If the property is used.in more than one 
state, the sales mus( 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 salesfactor. Intangible property is used in this state if 
the pur,haser used the intangible property in the regular course of its 
business operations in this state. 

(j) Receipts from the performance of services must be attributed to. the 
state in which the benefits of the ser.vices are consumed. If the benefits 
are consumed in more than one state, the receipts fr'om those benefits must 
be apporiioned to this state pro rata according to the portion of the benefits 
consumed in this state. ff 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 services 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 custom.er to which the services are billed. 

Sec. 32. Minnesota Statutes 1987 Supplement, 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 instituiions. 

(b) "Receipts" for this purpose means gross income, including net taxable 
gain on disposition of assets, including securities and money market lfaft<,­

aetteft,S instruments, when derived from transactions and activities in the 
regular course of the taxpayer's trade or bus.iness. 

' (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 tangible personal property, 
including both finance leases and true leases, must be attributed to this 
state if the property is located in this state. Tangible personal property that 
is characteristically moving property, such as motor vehicles, rolling stock, 



6854 JOURNAL OF THE SENATE [78THDAY 

aircraft, vessels, mobile equipment, and the like, is considered to be located 
in a state if: 

(I) 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 principal 
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 tI,e e11siBess "l'l'ffe6 
fef tfte. le&lh • · Ap1:11ieti fef.!.! meatts fftffiftl tfKftlifY Oeehuling e1:1stemer 
essioteeee Ht pref)iwieg ~ lea-ft Bf:lfJlieation) ef sehmissiae eftt eefflfJleteEI 
.leeft oppliee.tieB, ,vhiehever eeet:tfS. fffSt 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 insti­
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 inslitution 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 iricome 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. 

(I) 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 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 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 institution in secllrities of 
this state, its political subdivisions, agencies, and instrumentalities must 
be attributed to this state. 

( o) Receipts 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 to 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 
chapter, its interest 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, section 290.191, sub­
division 11, is amended to read: 

Subd. I I. [FINANCIAL INSTITUTIONS; PROPERTY FACTOR.] (a) 
For financial institutions, the property factor includes, as well as tangible 
property, intangible property as set forth in this subdivision. 

(b) Intangible personal property must be included at its tax basis for 
federal income tax purposes. · 

( c) Goodwill 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 !he business aPf'ke<I fef !he lean,- · 'ApplieEI 
~ ffteftftS tfttk-ftl ~ (iaeh1eliag ettsfOmer assistaaee tft pfepari0g the 
-1-eafl. &f)f3lieaHeR) er stt'emissieR ef a eemtJleteEI le&fl applieatioa, whiehe'.'er 
eeellfS Hf&! there is located the office of the borrower from which the 
application would be made in the regular course of business. ff this cannot 
be determined, the transaction is disregarded in the apportionmentformu!a. 

(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 locate.ct. 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 subd.ivisions, 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 ,eeeivts 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 .OJ 5, 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 
(I), 

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 fouridation located in and carryiilg 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 in_dividual, 

( c) to a fraternal society, order, or association, operating under the lodge 
system located in and carrying on substantially all of their activities within 
this state if such contributions or gifts are to be used exclusively for the 
purposes specified in 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 iil.dividual, 

(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 foundation's total expenditures during 
the taxable year for the benefit of organizations 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, 

fB / 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 collection of the income and gains therefrom. +he remaiR 
ffl-g ~ jlff€efll shall ee allewea if the reei~ieRt 9WflS &O i,e,eet1t er mere 
ef all the 'ffltiflg steek ef the ttthef eerpoFalioR aR<I the si.,,iseRSS were j>aid 
ff0ffi iBeeme ffl'isfflg ettl of eusiRess ""8e ffi tl,i,; slftle by the eo•~o•ation 
payiHg the ,fr,iseR~S. If the sivi<leRSS wer-e aeelares ff0ffi iBeeme ftffflffl-g 
ettt ef busiRess tlef!e wilffifl iHld without tl,i,; state, lheR a p•oportioR 0f 
!he ,emaiR<leF ehal! be allowed as {l aeauetioA. T-he pFopoFtioR fflllS! ee that 
whieh the amouRt 0f the ta,eal,Je Rel iBeeme ef the eo,poFOtioR payiHg the 
aivi<leAsS assigRaele er alloeahle le tl,i,; - ee&fS le the eR!ireRet iBeeme 
ef the 60f1lOFaliOA. 1'he OffiOHRtS lftttSI be SeleFffliReS by the retlfffis uR<I<,, 
!fti,; eitftj>leF ef the 60f~OFBlieR l'"Yffl-g the siYiSeRSS feF the.ta,eai,Je yeaF 

~•eeesiRg their aist,ib1uioR. +he OOF<left is 00 the t•"~O)'Of le shew that 
the amoHRt ef •emaiR<leF elaimea as ft aeauetioR has eeeft Feeei·,•ea fFem 
ffieeffle ftffflffl-g ettl ef busiRess ""8e ffi this 5la!e-c 



6858 JOURNAL OF THE SENATE [78THDAY 

W H the lfll<le er eusiRess ei the lelEpeyer eeRsisls priReipelly ei the 
keldiRg ef the sleel<s &R<i the eelleelieR 0f the ifleeme &R<i gaiRs lkerefrem, 
Eli•;idends reeei•,etl l,y a eeffJOFetien t:f.t:tfiBg the ttHHtl»e yem: ff0ffi anether 
eeff!eretioR, #~ reeipient owas80~0fmareef aHthe¥0t-i-Dgsteek 
ei the 0lher eerperelieR, frem ifleeme ftH5ffig 0t1t <>f eusiRess <looe iR tlffi 
S!ele by the earpareliaR f"'YtRg the cti,;ideRds. If the di¥ideRds were deelered 
frem ifleeme ftH5ffig 0t1t ef eusiRess d6fle witltiR ftfld wi1kau1 tlm -, 
theft a praparliaR ef the di¥ideHEls ohall ee ellaweEI as a deduelieR. +he 
prepertieH fffifSt ee Iha! wltielt the - ef the ttHHtt»e fte! ifleeme ef the 
earpare1ieH payiRg the divideRds assigRaele or elleeaele le tlffi state sears 
le the eR!i,e fte! ifleeme sf the eerperaliaR. l'hc ameuHls fffifStee de!ermiHed 
by the fe!ufRs URtlef tlffi eltapter ef the eerparalieR payiRg the di,·ideRds 
fer the ttHHtl»e yea.- preeedi•g !heir dislriealieR. +he 8'ffiieH is"" the 
la,.payer le shew tha! the amauHI ef divideRds elaimed as a dedaeliaR kas 
seen reeei¥ed frem ifleeme ftH5ffig 0tlt 0f eusiRess da,ie Ht tlffi -. 

(b) Seventy percent of dividends received by a corporation during the 
taxable year 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 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 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 d6duction provided in this subdivision does not apply to a 
dividend from a corporation which, for the taxable year of the corporation 
in which the distribution is made or for the next preceding taxable year of 
the corporation, is a corporation exempt from tax under section 501 of the 
Internal Revenue Code of 1986, as amended through December 3 I, 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 subdivision 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 required to file a 
return under this chapter is the product of: ( 1) JOO 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 apporti_onable 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.] W 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. 

W If a eorporation has beeH divested kem the lfflilary gr<>"f' ,ma i,, 
iseleEl.eEI iR a eetHBiseEI Fef'0ff fe.F a fmetieH.a] paft ef the eem:meH aeeeuH.t 
mg perie<! tl>tH the rejl0f! i,, based <>H-;- theft the 5ft!e", propert,, ,ma l"'YfflH 
attributed to the eorporation HI the apportionment formula mttSt be prorated 
er separately aeeountea ,ma fflttSI sltow fef what !"'fl ef the aeeounting 
perie<l the eorporation t,, ineluaea tt1 the ~ 

fe1 +he eombiRea r~ slMIH fefleel the iReeme ef the eRlire lfflilary 
business as p,o, idea in seeti0ft 29().17, subaiYisien 4'-lf a eerporation has 
been ai•.•estea !fem the lfflilary gr<>"f' ,ma ic ineluaea in the eombinea r<>pef! 
fef a ffaetional jffifl ef the eommon aeeounling peFiotl tl>tH the eembinea 
repe,t t,, based e&; tts iReeme ineluaaele in the eombinea repe,t t,, tis 
ineeffle ffif tl>tH !"'fl ef the :Y"ftr. 

Sec. 37. Minnesota Statutes 1987 Supplement, section 290.35, subdi­
vision 2, is amended to read: 

Subd. 2.[APPORTIONMENTOF 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 premiums imposed by sections 69.54 to 69.56) which shall 
have been deducted from gross income by the company in arriving at its 
total net income under the provisions of such act of congress. 

(a) For purposes of determining the Minnesota apportionment percent­
age, premiums from reinsurance contracts assuffieEI .ft:e.m eempaHies OORH­
eilee ffl MieHeseta aft6 pfemiums 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 assHFHeEI H6ffl: eempaRies Goffl.ieileEI ~ ef Mttt-­
HeSet-a aHti- f)FOfflittms 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 taxpayer, upon request of the commissioner.fails to provide reli­
able records indicating the re insured 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
vision 1, is amended to read: 

Subdivision I. [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 single 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 (I) contain a written declaration that it is correct 
and complete, and (2) shall contain language prescribed by the commis­
sioner providing a confessio_n of judgment for the amount of the tax shown 
due thereon to the extent not timely paid. 

Sec. 39. Minnesota Statutes 1987 Supplement, section 290.371, sub­
division 1, is amended to read: 

Subdivision I. [REPORT REQUIRED.] Every corporation that, during 
any calendar year or fiscal accounting year eR<liflg beginning after Decem­
ber 31, 1986, etlffiea oo ai,y aetivity 0f ewHe<! or maiHtaiHee ~ p,epe,ty 
½H thffi Sffl!e-;- <HHeSS speeifieally eKempteel tHHlef suMiYisieH 3 obtained 
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 290.0/5, sub­
division 2, paragraph (b); or 

(2) activities described in section 290.015, subdivision 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. Fi1ing of the report is not a factor in determining whether a cor­
poration is subject to taxation under this chapter. 

Sec. 40. Minnesota Statutes I 987 Supplement, section 290.371, sub­
division 3, is amended to read: 

Subd. 3. [EXEMPTIONS.] A corporation is not required to file a notice 
of business activities report if: 

(I) 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 report 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 I, or 

(4) the corporation's activities in Minnesota, or the interests in property 
which it owns, consist solely of activities or property exempted from juris­
diction to tax under section 290.0/5, subdivision 3, paragraph (b). 

Sec. 41. Minnesota Statutes I 987 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 aH 0f ftflo/ 
!"'fl ef 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 290.37 I, 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, except 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 Court 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 I 5th 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 [llbBCTIO~I B¥ SMAbL BUSl~lllSS CORPORATIO~I S 
CORPORATIONS.] 

Forpurposes of this chapter, the term "S corporation" means any cor­
poration having a valid election in effectfor the taxable year under section 
1362 of the Internal Revenue Code of 1986, as amended through December 
3 I, +986, 1987. An S corporation shall not be subject to the taxes imposed 
by this chapter, except+ 

.fB the OOffJOFaHee is Stiejeet fe the fftK imflO(led ttfttief s-eefiefl 299.92; 
all<I 

~ the OOFf10F8tioe is Stiejeet fe the ~ iFRflS~ed HRaef seet-ieft ~ 
Ht ftftY ~ ~ ffi whteh it Feeogei2es tHeeme fftf feaet:a.l: tHeeme ~ 
flUffJOSes ttftEief Iatemel Revenae f;eee-; seet-ieft 1303~d~, H+4;- 8f ~ 
the tetal emouet ef iBeome Feeegni~ea ts the fetlet:t:tl. ~ tHeeme fat= 
the eoff)OF&fioe Wffffift the meaning ef seet-ieft 29Q.Ql, stt08ivisiee +9t the 
pro•, isions ef sections 299.91, suBtfriisieas +9a te +9f, ftRa ~ te 
299.29, tBt:HH he empio,ed ta 8eteFmine the~~ Hte8fRe ef the 
OOffJOffttioa; mwl the ~ fte4: fflOOffte ef the OBffJOFation is its ~ 
ieeome, ~ that ftflo/ Bel BflCFoting less- e&ffj•ffirward th-al ftl'0Se tll a 
yeMWfteft~W&Sfttl eleetioR tfteffeet¼HIEler SeeH·eA ~effk.c lntemal 
Re•,1e11:1:1e ~ ts aUewed CtS a Eleduetioe 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 I. [TAX IMPOSED.] For a corporation electing S 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 l 374 of the 
Internal Revenue Code of 1986, as amended through December JI, 1987, 
there is imposed a tax on the taxable income of such S corporation, as 
defined in this section, at the rate prescribed by section 290:06, subdivision 
J. 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, tax.able 
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: 

(]) the recognized built-in gains of the S corporation for the taxable 
year, 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 19e and 19!, 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 19c to 19!, 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. 
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Subd. 4. [NET 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 (I) in excess of $25,000 and 
(2) exceeding 50 percent of the corporation's federal taxable income for 
the taxable year; and 

(3) federal taxable income for the taxable year exceeding $25,000. 

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 S corporation which has had an election under section 
1362 ofthe1nternal 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 amendedthrough December 
31, 1987, for each of the corporation's taxable years. For purposes of this 
section, an S cOrpora,ion and any predecessor corporation are treated as 
one corporation. · 

Subd. 2. [TAXABLE INCOME.] For purposes of this section, taxable 
income means the lesser of: 

( 1) the amount of the net capital gain of the S corporation for the taxable 
year, as determined under sections 1222 and I 374 of the Internal Revenue 
Code of 1954, as amended through December 31, 1987, and subject to 
the modifications provided in section 290.01, subdivisions 19e and 19J, in 
excess of $25,000 that 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 1. [TAX IMPOSED.] There is imposed a tax for the taxable 
year on the taxable income of an S corporation, if for the taxable year an 
S corporation has: 

(I) subchapter C earnings and profits at the close of such taxable year; 
and 
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(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 
J. The -terms "subchapter C earnings 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 
inco_me means the lesser of: 

( 1) the. amount of the S corporation's excess net passive income, as 
determined under section 1375 of the Internal R_evenue 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 S corporation'sfederal 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 
i90.01, subdivisions 19c to 19/, that is allocable to this state under section 
290.17, 290.191, or 290.20, less the deductionforcharitable contributions 
in section 290.21, subdivision 3. 

Subd. 3. [WAIVER OF TAX.] The tax imposed 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 1986, as amended 
through December 31, 1987. 

Sec. 48. Minnesota Statutes 1987 Supplement, section 298.01, subdi­
vision 3,. is_ amended to read: 

Subd. 3. [OCCUPATION TAX; OTHER ORES.] Every person engaged 
in the business of mining or producing 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 thatseeffeftsections 
290:01, subdivision 19c, clause ( ll ), 290.01, subdivision 19d, clause /7), 
and 290.05, subdivision I, clause (a), <lees 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 succeeding the calendar year covered by 
the report required by section 298.05. 

Sec.49. Minnesota Statutes 1987 Supplement, section 298.01 subdivi­
sion 4, is arnended 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 occupation 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 seeffeft sections 290.01, 
subdivision 19c, clause (11), 290.01, subdivision 19d, clause (7), and 
290.05, subdivision I, clause (a), <lees do hot 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 incurred in a taxable year beginning after Decem­
ber 31, 1986. 

Sec. 51. Minnesota Statutes 1987 Supplement, section 299.01, subdi­
vision 1, is amended to read: 

Subdivision 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 I, 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 corporation 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 taxqtion under section 290.015 and to 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 corporation shall not be considered 
to be transact_ing 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 meetings of its directors or shareholders or carrying on other 
activities concerning its internal ·affairs; 

( c) Maintaining bank accounts; 

(d) Maintaining offices or agencies for the transfer, exchange and reg­
istration of its securities, or appointing and maintaining trustees or depos­
itaries with. relation to its securities; 

(e) Holding title to and managing real or personal property, or any interest 
therein. situated in this state. as executor of the will ·or admiriistrator 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 1oans or creating, as borrower 
or lender, or other'wise acquiring indebtedness or mortgages or other.secur­
ity inte~ests 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.] 

(a) Minnesota Statutes 1986, section 298.401, is repealed. 

(b) Minnesota Statutes 1986, section 299.013, is repealed. 

/c) Minnesota Statutes 1987 Supplement, section 290.21, subdivision 8 
is repealed. 

(d) Minnesota Statutes 1987 Supplement, section 290.371, subdivision 
2, is repealed. 

Sec. 54. [EFFECTIVE DATE.] 

Sections 1, 5, and 6 are effective January 1, 1988. Sections 8, 9, JO, 
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 are effective for taxable years beginning after Decem­
ber 31, 1987. Section 28 is effective for taxable 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 <:lause ( 11 ), 14 to 
20, 22, 23, 27, 32, 33, 39 to 47, 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 to the apportionment of the exemption amount among mem­
bers of a unitary group is effective for taxable years beginning after Decem­
ber 31, 1987. Sect_ion 25 is effective for taxable years begin,ting 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 years 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 1, 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 

[78TH DAY 

Section I. 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 770l(a)(3) or is treated as ·a 
corporation under section 85/(q) or 7704 of the Internal Revenue Code 
of 1986, as amended through December 31, -W8a 1987, 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 I 986, 
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 I 9a to l 9f. 

The Internal Revenue Code of 1986, as amended through December 31, 
l 986, 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 December 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.ot, subdivi­
sion 20, is amended to read: 

Subd. 20. [GROSS INCOME.] F6F tal< y<>aFs aegiRRiRg after Deeemeer 
M, ~ 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 irt federal gross income 
but of a character exempt from state income tax under the laws of the 
United States. Ft,,™< yellfS llegiRRiRg befero JaRuar)' I, .J-9&+, ei<eep! as 
otherwise proYiaea ift this ehapler, the tefffl -'-'-gr&--m iReome,'' as ftflj!lie<I 
te eof!lo•alioRs iseluaes •""'Y lttoo ef eompeRsa1ioR fer lallef er pe,soRal 
ser·,iees of e,;ery lttHII ffflm aey jllWO!e er t>Ulltte employmeRI, effiee.; 
positioR 0f serYiees; ffle0ffle 8eri1w eEI tr0ft't the 01.YRersfl.ip er ttSe ef property; 
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gaiflS 0f l'ff'1its EleriYeEI f....,. 6"",y IHfttl <>f EliSf'8SilieH ef, 0f 6"",y IHfttl 
<>f aea!tttg in, l'f8f'eFly; iHe0fftc EleriYeEI fFefft the IFaHsaetien <>f !tfty lfltae 
0f httsiness; ftfMI iReeme derived ff0Hl tttty seuree. 

Jlef - yea,s begim,ing bete,e JaHuary l, -1-98+,- the teffit -'--'gffiSO iHeeme" 
in ¼ts •l'l'lieatieft le ineli·,ieluals, estates, ftflt! tFusts shall ffteflft the alijusteel 
gress iHeeme as Elet'ineEI in the Internal ReveHue Geele <>f -1-9¾ as amenEleEI 
llaFeugk Ike elate Sf'eeit'ieEI ke,ein fef lite apf'lieable t""""1e yeilf-; wttk the 
modifieatiens speeified Ht HH-5 st:tbtliYisioR ftft6 ffl ~finnesote Statutes -1-98(,, 
seelien 290.01, subeli,·isieHs 2-0a le Wfc I'ef eslales ftflt! tFusts.the alijusleEI 
gress iHeeme fef JlUFf!eses ef the p,eeeEling senleHee shall be tkei, feelefal 
lal<able ineeme as elefuieel in the IHlemal Revenue Ceele <>f -1-9§4, as ameneleel 
llaFeugk Ike elate speeit'ieEI keFein fef .lite applieable 1""""1e yellf-; wttk the 
modifieations Sf)eeifieEI HI: thts s1:1l:1diYisioe £tfMI- tR ~1iHReseta Statutes +98-e-, 
seelien 290.01, subelivisieHs Wale Wfc 

ft) +he (Rtereel Re,•enue Gede- ef +9S4-;- as ameedeEI tluough Deeem8er 
3-1-; -1-9&-1-;- "8tl!I be in e#eet fef ffl¼able yea,s begiHHiHg after Deeembe, 
3-1-; -1-9&-1-;- +ke preYisieHs <>f seelieHs 2~ 2-l4 le 222, Ul-;-~ ±3&, 
;M+, 2M, ~ 2£, 2M, ™" ~ 28&, ftflt! ~ <>f the +W< &jl¼ity ftflt! 
Fiseal Resf'eHsibilily Ael <>f -1-982-, Publte baw NuFRbeF 97 218, seelien. 
~ ftflt! ~ <>f the Subek&f'ler s Revisien Ast <>f -1-982-, Publte baw 
NuFRber 97 331, seelieft M-7 <>f Puhlie baw ~lumber 97 121, seeliens ~ 
ftflt! fEI}, l02(a), (-eat, ff)(4t,- +Md:itdlt,-~ IG1(b)(3), W-5, 305(EI), 
31J~(a)(9) <>f Pttblte baw ~luFRber 97 118, seetieHs HH ftflt!-1-1!2 <>f Publte 
~- NuFRber 97 173 , ftflt! seetieH ~ <>f the '.l'H ReferFR Aet <>f -1-98(,, 
Publte baw ~luFRber 99 511, shall be effeeliYe al the llllfRe lime tkal tkey 
beeeme effeeti¥e fef feelefal iHeeme. la"- purl'eses. +ke Payment iH KiHEI 
'Fe,e TreatmeHI Ast <>f -1-9&3;- Pttblte baw Number 98--4, sltaH be effeeti·,e 
al the llllFRe lime tkal tt beeemes effeeli·,•e fef feelefal ifteeme- f'UFf'SSes. 

W +ke IHlerHal Re,·eHue Geele <>f -1-9¾ as ameHeleel tkreugk JaHuari· 
H, -1-9&3;- "8tl!I be in e#eet fef tai,al,le yea,s begiHHiHg after DeeeFRber 
3-1-; ~. +ke previsicJHs <>f seetieHs 9~ -1-?os, ftflt! I 879(m) Gt the 'Fe,e 
Referm :\et <>f -1-98(,, Pttblte baw ~lumber 99 511, "8tl!I be effeeli•,·e al the 
llllfRe lime tkal tkey beeeme effeeliye f.er feelefal iHeeme - f'Uff!eses. 

ti½it Tke IHlernal ReveHue Geele <>f -1-9¾ as ameHEleEI lhreugh Deeember 
3-1-; -1-9&3;- "8tl!I be in e#eet fef ffl¼able yea,s begiHHiHg after Deeember 
3-1-; -l-9&h +ke preYisieHs <>f seetieHs I J, +7-, 25fl+, 3-1-; J2-;- 4-l le~ 52-, 
~ ~ :,+ le -74, 'Fl, &-I-, ~ 9-l, 92-, 94, -Wl- le -I-OJ, -l-05 le -1-G&, -1+1- le 
-l+l, I H (e) , -1-7-1, .J-n, -1-74, ~ -l-79(ah 224, ~ 224, 121 (b) , 432-;- 4-lH, 
49+, 5-H. m 1e ~ 554 1e 55'1-, 5&!-; Ml-W, 62+ 1e 62J.;- eU 1e ~ 
-7+!-W, 7 l 2(el), 713 (b), fe-h w, ftflt! W, 72-1-(ah W, (at,- w, (ij-deh W, 
{rt;- (ft;- ftflt! {wt;- 722(e), -1-00l, .l{)2&, -I-OM le WM-; M6&, -1-G¾, -W7&, 
ftflt! 2638(b) <>f the Elefieit ReEluetieH Aet <>f -l-984, Publte baw ~lumber 
98 369, seetieft .J. <>f Pttblte ~- ~lumber 98 6 I I, ftflt! seetieHs -1-SM,-l-&1!2, 
.J.W5 le -Wl9, .J.&1+,- M42-, -1-&£ le~~ +&69 le .J.87J.;-~ ftflt! 
1878(g) ftflt! W <>f the Tex Referm Aet <>f -1-98(,, Publte baw ~lumber 99-
~ sltall be effeeli•,·e at the llllfRe lime tkal they beeeme effeetive for 
feelefal iHeeffle tax JlUFf'8SOS. 

#¥1 Tke IHlerHal Re·, eHue Geele <>f -1-9¾ os ameHElea tkreugk May ~ 
-1-985;- "8tl!I be ill e#eet fef ffl¼able yea,s begiHHiHg after Deeember 31-, 
-1-984-, +ke previsieHs of seelieHs -WI, ~ -I-OJ, 2lH, ftflt! W et Publte 
btwt· ~lember ~ aHtl sections ~ ~ -1-800-, -l-&Q4, ~ ti-00 -1-&e+ 
<>f the '.l'H Referm Ast <>f -1-98(,, Publte baw ~lumber 99 511, "8tl!I be 
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effeeti,•e al !he same lime thal they beeeme effeelive fef fede,aJ iBe0me 
lnl< puffleses. 

M +he IRlernal Re•,'eRue Gooe ef -l-9M-; as affleRded lhrnugh Deee1J1ber 
M, ~ shall be tR effeel fef tal<ahle years begiRning after Deee1J1ber 
M,~ 

+he pre,•isieRs ef seeliens I 2+ le~;!{}!, ;!-02, Ml, 4m, 4-()¾ 4-H- le 
4l+, 6£., ~ 8Q+, il+-I, 8;Q.,-I-OO!,-Hm, ~ H@, HM, .J..l#;-1-W!, 
.J.4(H, .J-4m,-l-+ll+, ~ ~ H#;- H6+-;- .J.&i8, 1879(f), ftftfi -1-&% ef 
!he +<Hl Reform Aetef ~ Pul>ttebaw ~lu1J1ber 99 § 14, shallee effective 
at !he same lime thal !hey bee e1J1e effeeli • e fef fede,al iBe0me - purpeses. 

Referenees 10 !he Internal Re•,'eRue G0<le ef .J-9§4 ifl suMi, isieRs Wa, 
~ ~ ftftfi ;!Gt meaR lhe eooe ifl effeel fef !he purpese 0f defining grass 
iBe0me fef !he applicable tal<ahle year. 

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 incorrie, 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 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 to car­
ryovers in certain corporate acquisitions and special limitations on net 
operating loss carryovers. 

Sec. 5. Minnesota Statutes 1986, section 290.931, subdivision I, is 
amended to read: 

Subdivision I. [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 $+;{)00 $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 I. 

Sec. 6. Minnesota Statutes I 986, section 290. 934, subdivision I, is 
amended to read: 
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Subdivision I. [ADDITION TO THE TAX.] In case of any underpayment 
of estimated tax by a corporation, ~ ac p,e,·ided itt s11eai¥isi0H 4, 
there shall be added to the tax for the taxable year 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 I, the amount of the underpayment shall be the excess of 

( J) lite aFHSHfll sf - ,;aeWH 6ft lite retttffl fef lite ltH< ye!!f eF, # 00 retttffl 
is filed, the - fef lite ltH< ye!!f 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, is 
amended to read: 

Subd. 3. [PERIOD OF UNDERPAYMENT.] The period of the under­
payment shall run from the date the installment was required to be paid to 
whichever of the following dates is the earlier 

(I} 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 eH ooy iHstallFHeHI date shall be eeHside,ed a payFHeHt sf~- pFeYieHs 
HHde~ayFHeHI eHly le lite ei<teHt s<>eh payFHeHt e.*eeeds lite aFH8ttHI sf lite 
iHsta!lmeHt deteffftiHed uH<ler s11bdiYisieH 2fB fef Stieb iHsta!lmeHt 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 required installment is 25 percent 
of the required annual payment. 

(2) Except as otherwise provided in this subdivision, the term "required 
annual payment" means the lesser of: 

(a) 90 percent of the tax shown on the return for the taxable year, or if 
no return is filed 90 percent of the tax for such year; or 

(b) JOO 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 
year, 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 year 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 taxable 
income: 

(i) for the first two months of the taxable year, in the case of the first 
required installment; 

(ii) for the first two months or for the first five months of the taxable 
year, in the case of the second required installment; 

(iii) for the first six months or for the first eight months of the taxable 
year, in the case of the third required installment; and 

(iv) for the first nine months or for the first 11 months of the taxable 
year, in the case of the fourth required installment, over; 

(b) the aggregate amount of any prior required 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 resulting amount by the number 
of months in the taxable year (2, 5, 6, 8, 9, or 11 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 
required installments: 

1st 
2nd 
3rd 
4th 

The applicable 
percentage is: 

22.5 
45 
67.5 
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 during 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 yea'rs bears to 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; 

(iii) 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 corporations, 
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 (I), 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
division 15, is amended to read: 

Subd, 15, [INTERNAL REVENUE CODE.] "Internal Revenue Code" 
means the Internal Revenue Code of I 986, as amended through December 
31, -1-986 1987. 

Sec. IL [REPEALER. J 
Minnesota Statutes 1986, sections 290.07, subdivisions 3 and 6; 290.11; 

290.12, as amended by Laws 1987; chapter 268, article I, section 64; 
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 1, 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 1, section 69; 
290.136, as amended by Laws 1987, chapter 268, article I, section 70; 
290.138, as amended by Laws 1987, chapter 268, article I, section 71; 
and 290.934, subdivision 4; and Minnesota Statutes 1987 Supplement, 
section 290.14, is repealed. 

Sec. 12. [INSTRUCTION TO REVISOR,] 

In the next edition of Minnesota Statutes, the revisor of statutes shall 
substitute thephrase "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 19, and chapter 291. 

Sec. 13. [EFFECTIVE DATES.] 

Section 4 is effective for taxable years beginning after December 31, 
1986. The repealin section 11 of Minnesota Statutes /986, 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 tire effective for taxable years beginning after 
December 31, 1987. 

ARTICLE 4 

PROPERTY TAX REFUND 

Section I. Minnesota Statutes 1987 Supplement, section 290A.03, sub­
division 3, is amended to read: 

Subd. 3. [INCOME.] (I) "Income" means the sum of the following: 

(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 included in clause 
(a): 

(i) all nontaxable income; 

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

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

(viii) nontaxable strike benefits; 

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

(x) the e,diHBf)' ifleeme J"0fffeft ef a lump sum distribution under section 
402(e)(3) of the Internal Revenue Code; ftft6 

(xi) contributions made by the claimant to an individual retirement account, 
including a qualified voluntary employee contribution; simplified employee 
pension plan; self-employed retirement plan; cash or deferred arrangement 
plan under section 40l(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 adjuste<l gross income shall not be reduced by the amount of 
a net operating loss carryback. 

(2) "Income" does not include 

(a). amounts excluded pursuant to the Internal Revenue Code, sections 
IOl(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 undef a temporary or final decree 
of dissolution or legal separation. 

Sec. 2. Minnesota Statutes 1986, section 29OA.O3, subdivision 7, is 
amended to read: 

Subd. 7. [DEPENDENT.] "Dependent" means any person who is tHltlef 
+% years ef age at the ea<I ef the ealeRelar year whe reeei>,•es mere !ftaft W 
!"'feefll ef SHf'f'SFI fFeffl the e!aimaRI, er whe is l,etweeR J.& aRd U years 
ef age aRd is a full time SflltieRf whe reeei¥es mere !ftaft W !"'feefll ef 
SHf'f'Brl fFeffl the e!aimaRI considered a dependent under sections I 51 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. "E>epeREleRt" iRe!uEles RjlefS0R0¥ef+8 
years ef age whe !we,; ii, the elaimaRt's heFResteael an<! whe ,eeei·,·es mere 
!ftaft W !"'feefll ef SHf'p0FI f-f0ffi the e!aiFRaRI. 

Sec .. 3. Minnesota Statutes I 987 Supplement, section 29OA.O3, 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 
,esiEleRI ef domiciled in this state as f'Fe,•ided iB el½ajllef ;J9() 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 c·alendar 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.3_5 to 256D.4 l, the medical 
assistance program pursuant to title XIX of the Social Security 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 calculated pursuant to section 29OA.O4 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 in.come 
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 shal1 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 with the 
department of revenue on or before August 15 ofthe year following 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. 
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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 commissioner's judgment other good 
cause exists. In any event no claim shall be allowed if the initial claim is 
filed one year •after the original due date for filing the 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 preceding the year in which the 
property taxes are payable. 

Sec. 5. Minnesota Statutes_ 1987 Supplement, section 290A. l 9, 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 
fot occupancy as a homestead shall furnish a certificate of rent constituting 
property tax to each person who is a renter oh December 3 I, in the form 
prescribed by the commissioner. If the renter moves prior to December 31, 
the owner or managing agent has the option to either provide the certificate 
to the renter at the time of moving, or mail the certificate to the forwarding 
address if an address has been provided by the renter. The certificate shall 
be made available to the renter not later than January 31 of the year fol­
lowing the year in which the rent was paid. 

(b) Any owner or managing agent who willfully fails to furnish acer­
tificate to the renter and the commissioner as required by this section is 
liable to the commissioner for a penalty of$ l00 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 (I) 
$l00 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 shall be reduced by l/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 I I, 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. 

(f) +l>e ewflef or !flaaagiag ogea! ffll>St file a ""l'Y 0f !lie ee~ifieate 0f 
~ patti: wtH½ fee eemraissie0er eefefe ~ H, ef tlte y-e&f foBov;iRg tfle 
yeftf ;,, wllielt !lie fe8! was f"'i<h The commissioner may require tft!II eaeft 
an owner or managing agent to submit a copy of the certificate of rent 
paid upon request or to submit a report on a single form the total property 
taxes for a property and the allocation of the property taxes as rent con­
stituting property taxes among the renters of the property. 

Sec. 6. [EFFECTIVE DATE.] 

Sections I to 3 are effective for claims based on rent paid in /988 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 
/987 and subsequent years and claims based. on property taxes payable 
in 1988 and subsequent years. Section 5 is effective/or certificates of rent 
paid for 1988 and subsequent years. 

ARTICLE 5 

PROPERTY TAX REFORM 

Section I. 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 I shall be used to adjust the following state aids 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; 

(f) 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; 

(j) transportation aid authorized in section 124.225; 

6879 

(k) community education programs aid authorized in section 124.271; 

(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; 

(o) hemesleae ere<iit ,eplaeemefll attl aulhe,i,eeift se<a4ioo 273.1394; 

W ag,ieuhu,al ere<lit replaeemefll oid aulhe,i,ee ift se<a4ioo 273. 1395 
transition aid and disparity reduction aid authorized in section 273 .1398; 

f<t,lp / attached machinery aid authorized in section 273 .138, subdivision 
3; and 

fFj ( q/ teacher retirement and F.I.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 Supplement, section 124.2139 is amended 
to read: 

124.2139 [REDUCTION OF HOMESTEAD CREmT TRANSITION AID 
AND DISPARITY REDUCTION AID PAYMENTS TO SCHOOL 
DISTRICTS.] 

The commissioner of revenue shall reduce kemesteaEI €fed+t 1e13laeeftleHt 
ftie. transition aid and disparity reduction aid payments made to school 
districts pu,suael IO under section 273.1394 273.1398 by the product of: 

(I) the district's fiscal year 1984 payroll for coordinated plan members 
of the public .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 l l, is amended to read: 

Subd. 1 I. [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: 

(I) the amount of the district's hemesleae eFe<lit replaeemefll oid j>8i<i 
.-le, seetieft 273.1394 !tfl<! icts ag,ieul1u,al ere<lit ,eplaeemeel aitl .-le, 
se<a4ioo 273. 1395 transition aid and disparity reduction aid paid under 
section 27 3 .1398 for that school year,afteF "HJ pesi1i,·e till< S11ne a!ljuslfflenl 
1,ut J'ffflf 10 II")' eegalh·e till< sase a!ljustmenl lffl<leF seetieft 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 property taxes of the district 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. IO. 

Sec. 4. Minnesota Statutes 1987 Supplement, 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 (I) property 
leased or used by way of a concession in or relative to the use in whofe 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 u.sed 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 (Jr 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 I, is amended to read: 

Subdivision I. All property described in this section to the extent herein 
limited shall be exempt from taxation: 

(I) all public burying grounds; 

(2) all public schoolhouses; 

(3) all public hospitals; 

(4) all academies, colleges, and universities, and all seminaries of learning; 

(5) all churches, church property, and houses of worship; 
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(6) institutions of purely public charity except parcels of property con­
taining -structures and the structures described in section 273.13, subdi­
vision 25, paragraph (c), clause (I) 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, subdivision 
I, paragraphs (c) 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 of 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 operating property 
of a railroad company as defined in section 270.80; 

(c) personal property defined in section 272.03, subdivision 2, clause 
(3); 

(d) leasehold or other personal property interests 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 primarily 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 air 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 (I) 
· 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 
natural 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 include 
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 shall 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 I 937, 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 I, 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
ellite 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 50l(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, zf the organization that owns and sponsors the transitional 
housing facility is exempt from federal income tax under section 501 ( c)(J) 
of the Internal Revenue Code of 1986, as amended through December 31, 
1987. 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 II 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. l 15, subdi­
vision 4, is amended to read: 

Subd. 4. No real estate sold on or after January I, 1978, for which a 
certificate of value is required pursuant to subdivision I shall feeei¥e the 
homestead ¥fttt:te eJEefflf)tiea emouat ef tfte egrieuhurel eJECffif)tioa emouA.t 
eofflf)Uted ffi seetieft 275.QS I; 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. l 102, is amended 
by adding a subdivision to read: 

Subd. 3. [ 1988 ADJUSTMENT. J 

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 lim-itations 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 
payable in 1988 will be inflated by the ratio of the applicable jurisdiction's 
tax capacity or equalized tax capacity, whichever is appropriate for taxes 
payable 1989 to the amount equivalent to what would have been the juris­
diction's tax capacity or equalized tax capacity for taxes payable 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, is 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 273. 1394 273.1398, in the same proportion that the ad valorem 
tax .is distributed. 

Sec. 9. Minnesota Statutes 1987 Supplement, section 273.123, subdi­
vision 5, 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 .1394 273 .1398. For purposes of the property tax 
refund, property taxes payable, as defined in section 290A.Q3, subdivision 
13, and net property taxes payable, as defined in section 290A.04, sub­
division 2d, shall be computed upon the reassessed value determined under 
subdivision 2. 

Sec. IO. 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 tax 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, .....i the hslftesleall eJE@lftjHisR uR<ief ~ 21a. G8 l , 
suh!li,·isise 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. II. Minnesota Statutes 1987 Supplement, section 273.124, sub­
division 13, is amended to read: 

Subd. 13. [SOCIAL SECURITY NUMBER REQUIRED FOR HOME­
STEAD APPLICATION.] Begieeieg with the Jaeuary 2,--1-98-7, assesslft@RI, 
Every property owner applying for homestead classification must furnish 
to the county assessor that owner's social security or taxpayer 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 to the commissioner of 
revenue. 

At the request of the commissioner, each ·county must give the com­
missioner a lislii,g list that includes the name and social security or taxpayer 
identification number of each property owner applying for homestead 
classification. 

If, in comparing the lists supplied 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 hofflesteaEI. eJEefflptieR amouHt 1n=e'.'ieleel tl-ftaef ~­
lien 273.081 classification as a homestead under Section 273.J 3, the taconite 
homestead credit, and the supplemental _homestead credit, .....i the !ale 
FeEluetisfl FesuhiRg ff0ffi ~ agFieuhuFal e~temptisR atftOO-fff pFm•iEieS tft 
see#ee 21a.G81. 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 c◊urt 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 benefits 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 transmitted 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 l.] (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 la property must be determined based upon the value 
of the house, garage, and land. 

The first $68,000 of market value of class la property ffllHi! be assessed 
&1-1-+ has a tax capacity of one percent of its market value. The kelfleslead 
market value of class la property that exceeds $68,000 ffllHi! be assessed 
a1 :.;J. but does not exceed $100,000 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 lb 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) served in the active military or naval service of the United States; 
and 

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

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

(3) any person who: 

(i) is permanently and totally disabled and 

(ii) receives 90 percent or more of total income from 

(A) aid from any state as a result of that disability; 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)5; 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 (I) 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. 

~ -l-1, l'••l'••t)' ~ ......i..e<i .....i assesseel as follB"as: ift the ease ef 
ttgrieuhurel J.a.ee, inel1:18iflg a ffi8R1:1ft¼etureEI heme, tl-Seti ffif a kefflestead, 
the ftfSt $33 ,QQQ of ffll!fl<e! -Yaitte shalt be ¥altte<I aRel assesseel at ti-¥e 
!'••eeHI, the Bel<t $3 3 ,Q9Q ef ffll!fl<e! -Yaitte shalt be ......i..e<i .....i assess eel at 
-14 riereeRt,. ftfta ~ reRmiaing fftftfket ¥ftH:te shall be~ B:Re assessed 
at ~ !'••eeHt; ftfl6 ffi the ease ef all etitef real estate """ ffi8RHH>61Hfeel 
aeflle&, the ftfSt $3 4 ,Q9Q ef ffll!fl<e! -Yaitte shalt ee ¥altte<I aHel assesseel at 
H¥e fl~FeeRt, the ft&.IH $31,QQQ ef fflttffet-v-atl:le shall- fie~ &ft6 essesseEi 
at 17 !'••eeHt, ft!I<! the reffiaiHiHg ffiftfket-Yaitte shalt be ......i..e<i aH<l assesseel 
fK ~ 13ereeRt. ffl the e£tSe ef agrieuhural fflitt:I iReludiHg a ffl8fHif8eHueEl 
heme ttseti fut= fH:irpeses ef a hemesteoS, ~ eomlflissioner ef reveaue 5-ftfHt 
~&S flF0Vided iftsee.ten273.1311, them1utiAUlffl llfA0l.mt&ftfle~ 
-Yaitte ef ¼l>e keffies1eaa e,ael,ets ~ te the ti-¥e jleFCefll ft!I<! M jleFCefll 
fflt&St ftfl6 f8f aH ~ fetH es-tfMe ftfta ffiOAldfaetHFeEi heffies, t-fte 68ffiffiiS 
s4eftef ef Fe\'eRlie SflilH ~ as pFe\'iSea i-R See+t8ft 273 .1311, the fAfl¼-­

HRIIIB affieuHI ef the ffll!fl<e! -Yaitte ef the neffiesteael e,aeloets sulljeet te the 
ti-¥e jleFCefll ft!I<! ++ !'••eeHt fflte!r, 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 I b 
property has a tax capacity of .4 percent. The remaining market value of 
class I b property has the tax capacity of the same type and market value 
of non-class I b property. 

( c) Class I c 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. l! - l,e assesses at H 
Class I c 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. 

f6j +i>e !al< te l,e f'Si<l eH ~+a.,.~ { I, l'••!'••ty, less~- ,eelaelieH 
Feeeivea pldFSl:JORt ffi seetiens 273.123 aft6 473H.1Q, SftftH. 9e Fefi1:JeeEl l:ly 
M j>eFCef11 ef the !al< iffijleseel eH the fifst $~8,QQQ ef ffll!fl<e! -wt!-. +i>e 
!lfR&UHI ef the ,eeluetieH shalt He! e,,eee,I $+Qlh 



6888 JOURNAL OF THE SENATE [78THDAY 

Sec. 13. Minnesota Statutes I 987 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 $M,OOO $65,000 
of market value of the land of an agricultural homestead ts ¥alttee al 30, 
exclusive of the first acre immediately surrounding the house,· has a tax 
capacity of .4 percent. The remaining value of...,.. ;!a rrererl)' is assesses 
al 4fl the class 2a land that does not exceed 320 acres has a tax capacity 
of .85 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 $65,000 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 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 ofa 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. 

+he - ff> ee j>ai<I 0ft €ffiSS ;!a rrnrerl)', less ftft)" reeueli8R Feeeive,1 
rursuaRI te seeheRs 273. 123 aft<! 473 H. 10 si>all ee reeueee l,y ~ jlef€eflt 
ef tile~ +Re amount ef tile FeEhtetion SftftH ftef ~ ~ 

(b) Class 2b property is (I) 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 ts assessed al 4fl has a tax capacity of 1.7 percent of market 
value. 

Agricultural land as used in this section shaH ffleftfl: 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 al eO has a tax capacity of 3 .3 percent of the first $80,000 
of market value and 9e 5.3 percent of the rnarket 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 W 3 .3 percent assess--­
ffleftt: treatment of its capacity. In the case of other commercial or industrial 
property owned by one person or entity, only one parcel in ~ach count)' 
may qualify for the eG 3.3 percent assessmeHt 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 shaY be ¥altied 
aH<I assessea Ill# has a tax capacity of 2 .5 percent of the first $50,000 
of market value and '303 .5 percent of the remainder, except that for employ­
ment property located in a border city enterprise zone designated pursuant 
to section 469.168, subdivision 4, paragraph (c), the tax capacity of the 
first $80,000 of market value shaY be ¥altied aH<I assessea at W is 3 .3 
percent and the tax capacity of the remainder shaY be assessea OHtl ¥altied 
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 receipt of tax reductions authorized by section 
469 .171, subdivision I. 

Sec. 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 assessea at 10 has a tax capacity 
of 4 .1 percent of market value. 

(b) Class 4b includes: 

(]) residential real estate containing less than four units, other than 
seasonal residential, recreational,_and homesteads a structure having five 
or more stories that is constructed with materials meeting the requirements 
for type I or 11 construction as defined in the state building code, 90 
percent or more of which is used or is to be used as apartment housing 
for 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; aH<I 

( 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 perceni. 

Class 4b property ts assessea at W pe,eem fuf -.,,, !e¥te<I ti, -l-98l,.; 
paya~le ift -1-989 aH<I thereafter has a tax capacity of 3 .5 percent, except 
as provided in clause ( 4). 

( c) Class 4c property includes: 
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(I) 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 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 original 
term of the loan; 

(2) a structure that is: 

(i) situated 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 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 housing 
credit under section 42 of the Internal Revenue Code of 1986, as amended 
through December 3/, 1987. 

For all properties described in clauses (I) ftltti ~. /2), and (3) and in 
paragraph (d), eHIIISe ~ 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 strui::tures are situated has a tax capacity 
of 3.5 percent if the structure contains fewer than four units, and 4.1 
percent if the structure contains four or more units. 

fB / 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 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 direc.tors 
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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f41 ( 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 
4c 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 I c 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 

~ (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 I 986, as amended through December 31, I 986. 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 ·1essee 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-pn_:>ducing activity; and 

Class 4c property is assessed al~ classified under clauses (I), (2), (3), 
and (4) has a tax capacity of 2 .5 percent. 

( d) Class 4d property includes: 

fl-) eommeFeial ttSeFeal f'FOflOFty tfttltft9tlt-s,a lalcesRoFe fffteilf't9ffi e1evefe0 
~ femf:!OFaFy ftfte seasonal Fesi0enfial oee1:1pane) f0f FOOFeetional f:ll:lfFlOSes 
~ Bet 0evofe8 fe eommereial p1:1Fpeses feF fftefe tha-ft ~ tl-tty-s ffl the- yeat= 
f)reeeding l-fte y-eap ef essessffteHt, aft0 ffHtt iael1:1Eles a ~ HSeEl as a 
hemes1eaa by !he ew11er.- +he 8fea e+ llte r•ere•ly !ftal ifi elassifiea !IS el!ISS 
4e ffttHH ftet ~ -1-.QQ feet ef lakeshore footage fer eaclt €-aetft er eafftf)Site 
!ee&leEI "" !he r•erefly llf' ta a leffi! a+ 800 feel a...i WG feel ;., dOj>lh, 
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ffleasure8 a-w-ay ff0ffi ffte lalteshore; 

f;!j any structure: 

[78THDAY 

(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 loan from the farmers home 
administration. Property ffll¼St be assesses is classified under this clause 
for 15 years from the date of the completion of the original construction 
or for the original term of the loan. 

The ;(l re,eeRt atte W j!OfeeRt assessFReRt Fa<ies 1.4 percent and 2.5 
percent tax capacity assignments apply to the properties described in para­
graph ( c), clauses (l) atte f;!j, (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 
municipality in which it is located prior to June 30, I 983; 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 entityt atte 

fJ:) t-he Hf-5-t $31,000 &f ffi8ffet -¥tH-ti-e ef real estate. e£ FAasufaetureEl 
fteffieS ttSee ffif t-he purpeses ef a hoFHesteaEl ~ 

ftj ftRj' eHftd reFS0R, if !lie eHftd j>OFSeR ¥.i !lie tWfflOf thereef ef if !lie 
eHftd l'"fSeR atte !lie eHftd re,seR' s Sj!011Se aFe !lie sele _, t!meef; "' 

fH-) ftitY persos, hereit1after refeHe8 ffi as "veteraA," WR-0+ 

f,<',t SOf¥O<I ffi !lie &elWe FRilitaFj 9f ft&¥&! 5ef¥iee ef !lie YRitea &t-, 
atte 

fBi- ts enHtleEI te eoffipet1satioA Hfl-tlef tke tftWS aft6 regulaHoas ef ffte 
~ Sta4es fef pertFumeRt i¼ft6 t0ffH- sep, iee eenneeted Elise~iht)' due te 
ffte teSS-;" et: less ef ti-Se,~ reasee ef am13utatien, at1kylosis, pregressi\•e 
FAttseular 8ystrephies, er faralysis, ef eeff:t lewef eRtremities, S-l:l€ft as te 
J:IFeelude mette-ft withe1::1:t the ftffi e.f bfftees.; er1:1tefles, €-B-fles-;- ef -a,, heelehaiF; 
aR<l 

fGt Wffft assistaHee sy tae a6fHiHistFatieH ef veieFafls a+fa.H.s ftftS aet1HiFe8 
a ~ heHsit1g -Hfl+t wtfft ~ fi11:h:1Fes et= fHB'. a0le faeili.iies made 
Reeessa,y l>y !lie Rat\lre ef !he vetenR' s eisaeihty, e, !lie SHFYiviRg Sj!0IISe 
ef !lie eeeeasee ¥etefaR reF as leHg as 11,e sH,.,i,•iRg Sj!0IISe fOfflHl5 !lie 
~ hsHsing l:HH-t as a Remestea6; et= 

~ ftRj' j>OFSeR w!-. 

W i,i re,FRaReRtli• aR<I fela!I.)- eisaelee atte 
fBj Feeeives 9Q peFeeHt et= ffi0fe e.f ffifftl. Hteeffte +Feffi 

fB ate ffeffi aft;" S4ftfe as a feSt:lff ef -tftftl 6isa0ilit;; et= 

~ SHpf:llOfHOtlhtl seeHFii; Hteeffte f0f ff½e 8isa'3ie6; eF 

~ workers' eaffipensa~iaR ~ ett a.ffft6fft-g ef te+at &R4 J:lOFffiaA:ent 
SisaBility; eF 
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f4t seetftl seeu,ity disaeility, iRelHding the flfftelffll ef·" disaeili!y iftsHf­
-aaee eeae-H-t- Wfl½etl fs. eoRverted ffi Qfi el-a age iRSUf8RCC .13efl.e.fi4 ftRG aftY 
sHl3sequeAt ~ ef ttY-i-H-g iRereases; ef 

~at<!""""' the l'ede,al Rail,ead Reti,e!fleRt Aet ef ~ tlflited St&!e5 
~ Annetated, title~ seetioo 2:l8efa)!i;"' 

fet a peesiee ffflffi ""Y leeal geYeFRmeRt ,eti,emeRt mm! teef!le<i ii, the 
~ ef ~~innesota e:s a feSHlt ef fft&t 0isa0iltty. 

Prepert~• tS elassifieEI 8ft0 assessed fH:trs1:1ant ta Htts £t-attSe aft½' ff the 
eemffl.issioner ef l:tl:tffi.afl sef\ iees certifies ffi !-he assessor tftftt the &WBef ef 
t-he pre13eny saHsfies the requiremeRts ef tflts su8divisioR. ~ eoFHmis 
Steftef ef ffi:lffit¼ft seP. iees slHtH 13ro1. iEle a e6f'Y ef tfte eertifieatioA te the 
eotHmissioner ef re,•enue. 

+l>e Fe!flaieiRg ¥i!l¼!e ef class~ ~rnpe,ty ie aees,; of$, 1,QQQ sl>i!II 
be ¥fttHe6 atHl assesseEI ¼lfltl.er sul38ivisiea ~ et= ~ft-5 Etppra13riate, pFOvided 
thtH ee1y the ¥i!l¼!e ift ..-of $,1,ggg l>l>l ee1"'.,,..,.,.. of $es,ggg;,; 
assessed fl! the ffile prnYided FeF the tif5I a.. ef ¥!lffle ii, suedi¥isieR 2-;\ 
e, ee1y the ¥i!l¼!e"'.,,..,.,.. ef $,1,ggg eu1 ee1"'.,,..,.,.. ef $ee,QQQ;,; 
assesse8 M the flHe 13rovi8ed f.et: the Hf-St tief ef ¥tttH-e tft sHbdivision 2-3. 

Class 4d property ts assessed at ;.G pe!'eeftl ef fflf!Fl<e! ¥!lffle has a tax 
capacity of 1.4 percent of market value. 

Sec. 16. Minnesota Statutes 1987 Supplement, section 273.13, subdi­
vision 3 I, is amended to read: 

Subd. 31. [CLASS 5.] All property not included in any other class is 
class 5 property 1!86 ts assesses at% pe!'eeftl ef fflf!Fl<e! ¥!1ffle. 

(a) Tools, implements, and machinery of an electric generating, trans­
mission, 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 capawy of 5.3 percent of market value. 

( c) Vacant land has a tax capacity of 5 .3 percent of market value. 

(d) All other property not otherwise classified has a tax capacity of 5 .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 I 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. I 34, 57 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. 

( 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 I 986 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 divided 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 I 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 relief 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 saia 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. 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 
I 985. This total maximum amount shall increase by $ l 5 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/or taxes payable in 1988, divided 
by the market value of the property. · 

Sec. 19. Minnesota Statutes 1987 Supplement, section 273.1392, is 
amended to read: · 

The amounts of smaH basiness \faJ1sitiee c-re<li! .....ie. seeaen 273. 119§; 
disaster or emergency reimbursement under section 273.123; attached 
machinery aid under section 273. 138; l!omesteed eredit FO!'laeemeel aid 
>m<lef seeaen 273 .1394: agFieultu,al eredit ••!'laeemeel ai<I >m<lef seeaen 
273 .139S. 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, is 
amended to read: 

Notwithstanding any other provisions to the contrary, "net" property 
taxes are determined by subtracting the credits in the order listed from the 
gross tax: 

(I) small business property tax transition credit as provided in section 
273.1195; 

(2) disaster credit as provided in section 273.123; 

(3) powerline credit as provided in section 273.42; 

(4) agricultural preserves credit as provided in section 473H. IO; 

(5) enterprise zone credit as provided in section 469.171; 

(6)'5ft¼feJMl'ffi heRlestead ~ as ~fe•;ide8.ift seeaen 273 .13, st:t~divisiae 
~ 

f'1 !aconite homestead credit as provided in section 273.135; 

~ /7) supplemental homestead credit as provided in section 273 .139 I. 

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. [DEFINITIONS.] In this section, the terms defined in 
this subdivision have the meanings given them. 

(a) "Unique taxing jurisdiction" means the geographic area in which 
the local governments levying taxes under section 275 .07 are the same. 

/b) "Effective tax rare" is the property tax payable on a parcel in 1988 
after reduction for the homestead credit, divided by the property's equalized 
market value. 

/c) "Farm homestead effective tax rate" is the gross taxes reduced by 
agricultural and homestead credits, if applicable, for all farm homesteads 
in a unique taxing jurisdiction, divided by the total of the farm homesteads' 
equalized marker values. 

( d) "Farm homestead effective tax rate change" means the ratio of the 
farm homestead effective tax rate for taxes payable in 1988 to rhe 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 nonagricultural homestead receiving $1 less than the homestead credit 
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 473F.02, subdivision 3, multiplied 
by the ratio determined under section 473F.08, subdivision 6,for the munic­

. ipality, as defined in section 473F.02, subdivision 8, in which the unique 
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, subdivision 2. 

(h) "Equalized market value" is market value that has been equalized 
by dividing the assessor's estimated market value by the assessment sales 
ratios determined by class in the 1987 assessment .sales ra.tio 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 for taxes 
payable in 1988 of a homestead immediately below the homestead credit 
maximum. 

Subd. 2. [TRANSITION AID.] (a) Transition aid for each unique taxing 
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 473F.02, subdivision 3, 
subject to the areawide tax as provided in section 473F.08, subdivision 6, 
in the unique taxing jurisdi<tion before reduction by the homestead or · 
agricultural credit for taxes payable in 1988; minus 

/2) the product of the following factors: 

(i) 105.5; 

(ii) the homestead effective rate, multiplied by the ratio of what would 
have been the schoolfoundationand transportation levies within the unique 
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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(iii) the tax capacity. 

(.b) The transition a"id is allocated in proportion to the local government's 
payable 1988 levies, as adjusted under paragraph ( a), within the unique 
taxing jurisdiction. 

(c)A county's transition aid shall be reduced by the estimated difference 
between: 

( 1) the calendar year 1989 income maintenance aids payable to the 
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 effect for 
calendar year 1988. 

Subd. 3. [ADDITIONAL TRANSITION AID FOR TOWNSHIPS.] (a) 
A unique taxing jurisdiction containing a township may receive additional 
transition aid. If: 

( 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 473F.02, 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 to 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 unique taxing jurisdiction's taxpayers in the proportion that their 
1989 gross tax 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 s_hall 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 reduction aid shall be the greater of: 

( 1) the difference between (i) the total 1988 gross tax levied on all taxable 
property within the unique taxing jurisdiction as adjusted under subdivision 
2, paragraph (a), minus the total transition aids and credits calculated in 
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subdivisions 2 and 3, and (ii) the tax capacity of the unique taxing Juris~ 
diction based on a JOO percent level of equalization; or 

(2) 20 percent of the difference between (i) 23 percent of the city's 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 unique taxing 
jurisdiction to 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 taxpayers 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 department 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 to 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 
auditor shall proportionately reduce each local government's tax capacity 
rate applied to class 4a so as to 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 to 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 taxing 
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 
477 A.OJ 5 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: 

( I) the product of: 

/i) the amount of the positive difference, if any, of (A) the percentage 
increase in the sum of a city's or township's levy plus aids received under 
chapter 477 A 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 multiplied by the parcel's market 
value. 

Sec. 24. Minnesota Statutes 1986, section 275 .08, is amended by adding 
a subdivision to read: 

Subd. l c. 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 governmelit's tax capacity rate, multiplied 
by each property's tax capacity shall be each property's total tax for that 
local government un-it. 

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 raised 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 all tax 
statements, or on an attachment, a tabulated statement of the dollar amount 
due to 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 SftftH 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 ( l ), 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 special assessments, may be 
rounded to the nearest even whole dollar. For purposes of this section whole 
odd-numbered dollars may be adjusted to the next higher even-numbered 
dollar. The statement shall include the following sentence, printed in upper 
case letters in boldface print: "THE STATE OF MJNNESOTA 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." 

(b) The property tax statements for manufactured homes and sectional 
structures taxed as personal property shall contain the same information 
that is required on the tax statements for real property. 

(c) Real and personal property tax statements must contain (1) the 
property's 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(]) 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 chapter 477A, (iii) 
transitional aid and disparity reduction aid paid under section 273. I 398, 
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(]}, and the dollar amount due the school 
district for a referendum levy authorized under section ·J24A.03, subdi­
vision 2_, and debt levies authorized under section 475 .61 shall be setfo.rth 
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, Slt€ft 
slale!HeRts le be fR!tt!e<! not later than February 15 f, except in the.case of 
manufactured homes and sectional structures taxed as personal property},. 
Statements of the real property taxes due shall be mailed not later than 
January 3lt prn.iaea, !!tat. The validity of the tax shall not be affected by 
failure of the treasurer to mail Slt€ft the statement. The taxpayer is defined 
as the owner who is responsible for the payment of the tax. S!;ei, real aoo 
pe,seRal p,epeFly - slale!HeRls shall OORffiHt tl!e ffllH'ket 'fflH¼e, as defiRea 
½R seetieft 272. 03, sullaivisieR 8, HSe<liR ae1e,,..iRiRg tketftl<7 +he slale!HeRI 
shall sl½ew tl!e a1HeaRI atlFillulallle le the aeerease iR ™' ""'1eF seetieR 
27:i.082 a11Fieu1allle te MiRResela Slalules l-986, se€tioo !21.2137 oo -'-'stale 
paid ag,irnltural e-redi-t ameaRI'' aoo tl!e a!HBHRI atlrillutallle t-ethc aee,ease 
iR taJ< ""'1eF seetieR 27:i .082 allFibutallle te MiRResela S1arn1es l-986, 50€­

lioo 273. 13, sulldivisieRs 22 aoo U as-'-'Afale paid hemesteae eredit a!HBHRI." 
+he stalemeRI lfttH!t state tl!e 0ff!BHRI aeduetea HR<lef seetieR 273. I 19:i aoo 
idefltify ft as .:..:.st-ate pa-itl SiftftH buSiHess tFansitien eredit. '' 

Subd. 4. [COLLECTION SITE.] If so directed by the county board, the 
treasurer shall visit p1aces 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 shall not be deemed 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, or on a separate sheet or card to 
be furnished with the statements, a statement showing the numhe, of FAills 
tax capacity rate of the current tax apportioned to the state, county, city, 
town, or school district. 

Sec. 27. Minnesota Statutes 1987 Supplement, section 469.177, sub­
division 7, is 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 increment district's original 
tax capacity by multiplying the district's market values by class in the year 
of original certific_ation 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 I. [TAXATION 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 obligations outstanding on July I, 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 sl.tall 
pay to the regional transit board the amounts certified by the county auditors 
on the dates provided in section 273.!39~ 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 
period regular route service only. 

Sec. 30. Minnesota Statutes 1986, section 473E02, is amended by adding 
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 amended 
to read: · 

473E05 [ASSHSSED VALUATIO~I TAX CAPACITY;~ 1988 AND 
SUBSEQUENT YEARS.] 

On or before November 20 of~ 1988 and each subsequent year, the 
assessors .within each county in the area shall determine and certify to the 
county auditor the assessed valuetioa tax 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 ASSHSSHD VAUJATIO~I TAX CAPACITY.] 

On or before September I of 1976 and each subsequent year, the auditor 
of each county in the area shall determine the amount, if any, by which 
the assesseEI valuatioa tax capacity determined in the preceding year pur­
suant to section 473E05, of commercial-industrial property subject to tax­
ation within each municipality in the auditor's county exceeds the assesses 
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Y&lualieR tax capacity in 1971 of commercial-industrial 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 4 73F.05 to the county auditor who is responsible 
under other provisions of law for allocating the levies 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 certify that amount under section 4 73F.07. Notwithstanding 
any other provision of sections 473F.0I to 473F.13 to the contrary, in the 
case of a municipality which is designated on July 24, 1971, as a rede­
velopment area pursuant to section 40I(a)(4) of the Public Works and 
Economic Development Act of 1965, Public Law Number 89-136, the 
increase in its assessed Yaluatio11 tax 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 •ralu.atieH tax capacity of commercial-industrial property in that 
municipality in the year following thal in which such designation is ter­
minated, rather than the assessed ·,•aluatieR tax capacity of such property 
in I 97 I. The increase in assessed valualieR tax capacity determined by 
this section shall be reduced by the amount of any decreases in the assessed 
Yaluatien tax capacity of commercial-industrial property resulting 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 
I 2-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 
YalualieR tax capacity under section 473F.05, would have resulted in a 
smaller contribution from !he 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 higher •valuation tax capacity of the commercial­
industrial property. 

Sec. 3:i. Minnesota Statutes 1987 Supplement, section 473F.07, subdi­
vision 1, is amended to read: 

Subdivision I. Each county auditor shall certify !he determinations pur­
suant to sections 473F.05 and 473F.06 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 473F.06, 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 I 986, section 473F.07, subdivision 4, 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 sha:11 then multiply this p~oportion in the case of each munici­
pality, by the areawide tax base capacity. 

Sec. 35. Minnesota Statutes I 986, section 473F.07, subdivision 5, is 
amended to read: 

Subd. 5. The product of the multiplication prescribed by subdivision 4 
shall be known as the "areawide tax base. capacity for ....... (year) 
attribu_table to ............ (municipality)." The administrative auditor 
shall certify 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 473E08, subdivision I, is 
amended to read: 

Subdivision 1. The county auditor shall determine the taxable ¥tlffle 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, subdivi­
sion 2, is amended to read: 

Subd. 2. The tffiffiele¥8-ltte tax capacity ofa governmental unit is .its assesseEl 
-.•aluati0R 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 assesses YaluatioR 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 assesses ,•aluatieR tax capac­
ity 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 
assesses valuatieR tax capacity of commercial-industrial proper_ty within 
the municipality, determined without regard to section 469 .177, subdivision 
3· 

(b) There shall be added to its assesses valuation tax capacity, in each 
municipality in which the governmental unit exercises ad valorem taxing 
jurisdiction, an amount which bears the same proportion to the areawide ease 
tax capacity for the year attributable to that municipality as the total preced­
ing year's assesses valuatiee tax capacity of residential property which is 
subject to the taxing jurisdiction of the governmental unit within the munic­
ipality bears to the total preceding year's assesseEI valuatieR tax capacity 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 noRag,ieultu,al ftli-H ffile tax 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 resulting 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 39 I, secti.on 2, paragraph (g). Effective for property taxes 
payable in 1988 through property taxes payable in 1999, after the Hennepin 
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county auditor has computed the areawide portion of the levy for the city of 
Bloomington pursuant to subdivision 3, clause (a), the auditor shall annually 
add a dollar amount to the city of Bloomington's areawide portion of the levy 
equal to the amount which has been certified to the auditor by the city of 
Bloomington for the interest payments for that year for the bonds which were 
sold for highway 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 to subdivision 5. 
The Hennepin county auditor shall distribute to the city of Bloomington the 
additional areawide portion of the levy computed pursuant to this subdivi­
sion at the same time 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 areawide miH ffile tax capacity rate for taxes payable in the previous 
year. 

Sec. 40. Minnesota Statutes 1987 Supplement, section 473E08, 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 ,,a)ualien tax capacity of the governmental unit, taking 
section 469 .177, subdivision 3, into account, less that portion subtracted 
from assessed valuatieR tax capacity_pursuant to subdivision 2, clause (a). 
The resulting rate shall apply to .all taxable property except commercial­
industrial property, which shall be taxed in a·ccordance with subdivision 
6. 

Sec. 41. Minnesota Statutes 1986, section 473E08, subdivision 5, is 
amended to read: 

Subd. 5. On or before November 30 of I 972 and each subsequent year, 
the county auditor shaH certify to the administrative auditor that portion 
of the levy of each governmental unit determined pursuant to subdivision 
3, clause (a). The administrative auditor shall then determine the ffile ef 
te.m1tion _ 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 certify said rate to each of the county 
auditors. 

Sec. 42. Minnesota Statutes I 987 Supplement, section 473E08, 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 e.ssesse0 Ye.luati0R tax capllcity of the 
item which bears the same proportion to its total assesseEI 110:luation tax 
capacity as 40 percent of the amount determined pursuant to section 473E06 
in respect to 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 assesses ,·alualien tax capacity of the item. 

Sec. 43. Minnesota Statutes 1986, section 473E08, subdivision IO, is 
amended to read: 

Subd. IO. 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 va)ue or valuation of taxable property within 
any governmental unit, such value or YaluatieR tax capacity shall be adjusted 
to reflect the adjustments to valualien tax capacity effected by subdivision 
2, provided that: (I) in determining the market value of commercial-indus­
trial -property or any class thereof within a governmental unit- for any 
purpose other than section 473E07, (a) the reduction required by this 
subdivision shall be that amount which bears the same proportion to the 
amount subtracted -from the governmental unit's assesse6 valuatien tax 
capacity pursuant to subdivision 2, clause (a), as the market value of 
commercial-industrial property, or such class thereof, loc_ated within the 
governmental unit bears to the assesse(! • ah1eti0R tax 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'~ assessed n,luatioR 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 assesses · 
Yalualisn tax capacity of commercial-industrial property, or such class 
thereof, located within the governmental unit; and (2) in determining the 
market value of real property within a municipality for purposes of section 
473E07, the adjustment prescribed by clause (I) (a) hereof shall be made 
and that prescribed by clause (I) (b) hereof shall not be made. · 

Sec. 44. Minnesota Statutes 1986, section 473EI0, is amended to read: 

473EIO [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 assesses valHalien tax capacity of the affected property shall, for 
purposes of sections 473E03 to 473E08, be determined from the abstracts 
filed by the county auditor with the commissioner of revef!ue. 

Subd. 2. If the reassessment, when completed and incorporated in the 
commissioner of revenue's certification of the asses see ·, alualien tax capac­
ity of the municipality, or the listing of omitted property, when placed on 
the rolls, results in an increase in the assessed valuation tax capacity of 
commercial-industria-l property in the municipality which differs from that 
used, pursuant to subdivision I, for purposes of sections 473E03 to 473E08, 
the increase in the assessed ,•ah10ti0n tax.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 4 73E03 to 4 73E08, or by a decrease 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 determined under 
section 473E06 to an amount less than zero. 

Subd. 3. Subdivisions I and 2 shall not apply to the determination of 
the tax rate under section 473E08, subdivision 4, or to the determination 
of the assesseEI •• aluotioR tax capacity of commercial-~ndustrial property 
and each item thereof for purposes of section 473E08, subdivision 6. 

Sec. 45. [FISCAL DISPARITIES ADJUSTMENT.] 

For purposes of determining the areawide levy and local levies under 
section 473F.08, 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 a·mouitt of the areawide and local levies has been 
determined under section 473F.08, 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 audito~s 
with the assistance of the county assessors shall deterniine the tax capacity 
of commercial-industrial property in each municipality as of the January 
2, 1971, assessment. The tax capacity shall be computed by multiplying 
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.0I I, .subdivision 3, is 
amended to read: 

Subd. 3. [POPULATION. J Population means the population established 
by the most recent ie<lef&I eensus, by a ~. eensttS _eend11e1ed un<ief 
eenlfllet Wffft the 'Yniletl 8te!es Bureatt ef the Census, by a papulatien 
esHmate iftfttle ~ the metFe13olitee eeHReil. 0f ~ a flOfnilatioA estimate of. 
the state demographer made pursuant to section I 16K.04, subdivision 4, 
clause ( I 0); wl!iel!e, er.is the nteSt reeent as le the s!ft!e<I date ef the 00\ffll 
or estimate. The term "per capita".refers to population as defined by this 
subdivision. 

Sec. 47. Minnesota Statutes I 986, section 477 A.Oil; subdivision 3a, is 
amended to read: 

Subd. 3a. [NUMBER OF HOUSEHOLDS.] Number of households means 
the number of households established by the most recent ie<lef&I eensus, 
by a~ eensu-s eandueted llftder eant,ael Wffft the YHiled 8te!es eurea,, 
ef ~ eeasus, ey &ft estiffia*e .matle ey the me•Fof)eli•lln eouneil, et= &y aft 
estimate of the state demographer made pursuant to section l 16K.04, sub­
division 4; whielle,·er is the nteSt reeent as le the s!ft!e<I date ef file 00\ffll 
eF es•iHlftte. 

Sec. 48. Minnesota Statutes 1986, .section 477A.0ll, 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 
Statutes 1986, section 477A.013, and its levy for taxes payable in 1988. 

Sec. 49. Minnesota Statutes 1986, section 477A.0ll, is amended by 
adding a subdivision to read: 
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Subd. 16. [CITY REVENUE.] "City revenue" equals city 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 (I) $160 per household plus (2) (i) $150 multiplied by (ii) 
the base ten logarithm of a city's number of households minus one. 

Sec. 51. Minnesota Statutes 1986, section 477A.Oll, is amended by 
adding a subdivision to read: 

Subd. 18. [REVENUE GUARANTEE INCREASE.] "Revenue guar­
·antee increase'' is the sum of: · 

( 1) $190 per household for cities of the first class located in the met­
ropolitan area and $190 per household for cities located outside the met-
ropolitan area; and · 

(2) 15 percent of a city's base revenue guarantee/or cities in which the 
population has declined since the state demographer's estimate fat the 
third year preceding the most recent estimate. 

Sec. 52. Minnesota Statutes 1986, section 477 A.011, is amended by 
adding a subdivision to read: 

Subd. 19. [CITY REVENUE GUARANTEE.] "City revenue guara11tee" 
is the product of: 

(1) the sum of a city's base revenue· guarantee and -the city's reyenue 
guarantee increase; 

(2) the number of households in the city; and 

(3) 108 percent. 

Sec. 53. Minnesota .Statutes 1986, section 477 A.OJ I, is amended 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 477 A.01 I, is amended by 
adding a subdivision to read: 

Subd. 21. [CITY TAX CAPACITY.] "City tax capacity" means (I) 23 
percent of the tax capacity computed using the tax capacity rates listed in 
section 273 .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
bution under section 473F.08, 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 473F.02, subdivision 3, multiplied by the ratio determined pur­
suant-to section 473F.08, 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 t_he 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, section 477A.Oll, is amended by 
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adding a subdivision to read: 

Subd. 22. [CITY INITIAL AID.] "Initial aid" for a city is its city revenue 
guarantee minus its tax capacity. 

Sec. 56. Minnesota Statutes 1986, section 477 A.OJ 1, 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 ratio of a city's levy plus local 
government aids received under Minnesota Statutes 1986, section 477A.013, 
for calendar year 1988 to its city 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 1, and (2) its levy 
for taxes payable in _1988 less.any amount levied for income maintenance 
programs. 

Sec. 58. Minnesota Statutes 1986, section 477A.01 I, 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 477 A.OJ I, is amended by 
adding a subdivision to read: 

Subd. 26. [COUNTY REVENUE GUARANTEE PER HOUSEHOLD.] 
"County revenue 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;. <ind 

(4) $440,000 multiplied by afraction having a numerator ofone and a 
denominator of the-.number of households in the county. 

"County revenue guarantee per household" for counties within the met-" 
ro/Jolitan area_is the sum of: 

( 1) $450; and 

(2) $3,475,000 multiplied by a fraction having a numerator of one and 
a denominator of the number of households in the county. 

Sec. 60. Minnesota Statutes I 986, section 477 A.0 11, 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.0II, is amended by 
adding a subdivision to read: 

Subd. 28. [COUNTY TAX CAPACITY] "County tax capacity" means: 
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(I) 28 percent of the tax capacity computed using the tax capacity rates 
listed in section 273./3 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 
473F.08, subdivision 3, paragraph (a), for taxes payable in 1988. 

The market value utilized shall be reduced by the sum of: 

(I) the county's market value of commercial industrial property as defined 
in section 473F.02, subdivision 3, multiplied by the ratio determined under 
section 473F.08, subdivision 2, paragraph (a); and 

(2) the market value of the captured value of tax increment financing 
districts as defined in section 469./77, subdivision 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 124.2131. 

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 its 
county 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 
government aids received under Minnesota Statutes /986, section 477A.0/2, 
for calendar year 1988 to its county revenue guarantee. 

Sec. 64. Minnesota Statutes 1987 Supplement, section 477A.0l2, sub­
division 1, is amended to read: 

Subdivision I. [AID AMOUNT.] In calendar year 1988 tlftt! ealen<iar 
yet>!'S theFeafleF, 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.0l2, 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 to.the local govM 
ernment aid it received in 1988 under Minnesota Statutes 1987 Supplement, 
section 477A.0/2: 

(I) for a county whose initial aid is $0, one percent of its 1988 local 
government aids; 

(2) for a county whose expenditure/unlimited aid ratio is at Least two, 
one percent of county revenue; 

/3) for a county whose expenditure/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 expenditure/unlimited 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 
but less than .5, four percent of county revenue; and 

(9)for a county whose expenditure/unlimited aid ratio is less than .25, 
Jive 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 subdivision is limited to the 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 I. [TOWNS.] In calendar year 1988 ""'1 ealee!lar years 
lhe,eafte,, each 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.0ll to 477A.03. In calendar year 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 /987 
Supplement, section 477 A.Of 3, 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 ftftB ealee!lar years the,eafter, 
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 $0, two percent of its /988 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 city whose expenditure/unlimited aid ratio is at least 1.4 but 
less than 1.5, 2 .5 percent of city revenue; 

(4) for a city whose expenditure/unlimited 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 expenditure/unlimited aid ratio is at least 1.1 but 
less than 1.2, five percent of city revenue; 

(7) for a city whose expenditure/unlimited aid ratio is at least 1.05 but 
less than 1.1, six percent of city revenue; 

(8) for a city whose expenditure/unlimited 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 expenditure/unlimited 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 to the lesser of (I) 
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, JO, 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 Statiltes to 
"tax capacity" and the words "mill rate" wherever they appear in Min­
nesota Statutes to "tax capacity rate" in Minnesota Statutes 1988 and 
subsequent editions of the statutes. 

Sec. 72. [EFFECTIVE DATE. J 
Sections 1 to 71 are effective for taxes levied in 1988, payable in 1989, 

and therer,fter. 

ARTICLE 6 

HUMAN SERVICES PROGRAMS 

Section I. 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: 

(I) 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 ser.vice, 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 t~ 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 
thi: operation and administration of human services on an ongoing basis, 
enforce compliance with statutes, rules, federal laws, regulations, and 
policies governing welfare services a_nd 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 
determin4tions; 

/d) have the authority to require local agencies to make an adjustment 
to the public assista'nce 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 

If) have the authority to make contracts with and grants to public and 
private agencies and organizations, both profit and nonprofit, and indi­
viduals, using appropriatedfunds . . 

(2) Inform local agencies of changes in statute, 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. 

~ /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 not feasible to provide the service in state hospitals. 

f41 (5) Assist and actively cooperate with other departments, agencies 
and institutions, local, state, and federal, by performing services in con­
formity with the purposes of Laws I 939, chapter 431. 

~ /6) Act as the agent of and cooperate with the federal government 
in matters ofmutual concern relative to and in conformity with the pro­
visions of Laws 1939, chapter 43 I, including the administration of any 
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federal funds granted to the state to aid in. the performance of any funcllons 
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. 

~ (7) Establish and maintain any administrative units reasonably nec­
essary for the performance ofadministrative functions common to all divi­
sions of the department. 

fB Administer ftfHI sttper\1ise 9:ftY aEl8iH0aal welf.are aetiviHes · Qft6 sef­

-vteeS as m=e ~ by Jaw Ht ffle depaf1ment. 

(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 referral 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 under all programs of medical care provided by the state and for 
congregate living care under the .income maintenance programs. 

(I 2) 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 ofexisting 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. 

(b)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 uniforrriity. 

( 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) Allocate 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 3!Il0unt 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 kn<?wing noncompliance is a matter of 
official county board record, the commissioner may require payment or 
recover from the county or comities, 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 projects that maximize reimburse­
ments and result in the recovery of money to the state .. For the purpose of 
recovering state money, the commiSsfoner may enter into contracts with 
third parties. Any recoveries that result from proj_ectS, 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. Upon the written request of a shelter facility that has been denied 
payments under section 256.05, subdivisi.on 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 determination 
not to issue direct payments. 

Sec. 2. [256.016) [COMPLIANCE SYSTEM.) 

Subdivision 1. [AUTHORITY AND PURPOSE.) The commissioner shall 
administer a compliance system for aid to families with dependent children, 
the food stainp 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 to supervise the administration of 
public assistance programs and to enforce timely and accurate distribUtion 
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 
stllte, and to reduce the possibility of sanctions and fiscal disallowances 
for 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.] The following terms have the meanings given 
for the purpose of this section. 

(a) ''Administrative penalty" means an adjustment 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 ihe commissioner. 

(b) "Quality control case penalty" means an adjustment 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 defined by state quality control 
procedures. 

(c) "Quality control" means a review system of a statewide random 
sample of cases, designed to provide data on the accuracy with which state 
and federal 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 department 
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/or which the commissioner 
develops a quality control program. 

(b) Payment errors in medical assistance or-any other medical 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-corresponding·prOgram. 

(c) Errors identified in negative action cases, s_uch 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 preceding fiscal year for the corresponding 
program. 

Subd. 5. [ADMINISTRATIVE PENALTIES.] The department shall dis­
allow or withhold state and federal benefit reimbursement and federal 
administrative reimbursement frOm loCal agencie~ 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 preyiously communicated to the local agency. A local agency 
shall not be penalized for complying .with a written policy or procedure, 
even if the policy or procedure 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 failure to comply with the policies 
and procedures established'b'y the commissioner. the fiscal impact of the 
_local agency's action, and the duration ofthe noncompliance as determined 
by the commissioner. Administrative penalties shill/ be imposed indepen­
dent of any quality. control case penalties. 

Subd. 7. [PROCESS AND EXCEPTION.] (a)(]) The department shall 
notify the local agency in writing of al/proposed case penalties. 

(2) The local agency may submit a written exception of the quality 
control error claim and proposed penalty. The exception must be submitted 
to the commissioner within ten calendar days of the receipt of the penalty 
notice. · 

(3) Within 20 calendar days of receipt of the written exception, the 
commissioner shall sustain, dismiss, or amend the quality control findings 
and case penalty and notify the local agency, in writing, of the decision 
and"the amount of any penalty._ The commissioner's decision is not subject 
to judicial review .. 

(b)(l) The department shall notify the local agency in writing of any 
proposed administrative penalty, the date by which the local agency shall 
have corrected the issues noted in the penalty, and the time period within 
which the local agency must submit a corrective action plan for compliance. 

(2) If the local agency Jails 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 corirmitments in the corrective action plan, the 
department shall issue the administrative penalty and notify the local 
agency in writing. · 

(3) The local agency mayfile w_ritten exception to the administrative 
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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 
not.ify- the commissioner of i~s intent io 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 file a written exception within the prescribed 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 I .5 percent of the total benefit expenditures for the income maintenance 
programs listed in subdivision I, 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 administrative 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 256.0/ 7. All pen­
alties must be imposed according to this provision until-a decision is inade 
regarding the status of a written exception. Penalties musrbe.returned to 
local agencies wh_en 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 to cover the cost 
of any penalties. 

Sec. 3. [256.017] [COUNTY PUBLIC ASSISTANCE INCENTIVE 
FUND.] 

$1,000,000 is appropriated from the general fund to the department in 
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each fiscal year beginning in 1990 for awards to counties: (I) 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 w,:iting of the performance indicators that govern the 
awarding of the incentivefundfor each fiscal year by April of the preceding 
fiscal year. 

The commissioner may set performance indic_ators to govern the award­
ing of the total fund, may allocate portions of the fund to be awarded by 
unique indicator's, or may set a sole indicator to govern the awarding of 
funds. 

The funds shall be awarded to qualifying local agencies according to 
their share of benefits/or the programs related to the perform,;,nce indi­
cators governing the distribution of the fund or part of it as compared to 
the total benefits of all qualifying local agencies for the programs related 
to the performance indicators governing the distribution Of the fund or 
part of it. · 

Sec. 4. Minnesota Statutes 1986, section 256. 72, is amended to read: 

256.72 [DUTIES OF COUNTY AGENCIES.] 

The county agencies shall: 

(I) 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 
a budget 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.] 

(I) The county agency shall keep such records, accounts, and statistics 
in relation to aid to families with dependent children as ihe 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 I, is amended 
to read: 

Subdivision I. [MONTHLY PAYMENTS.] For the period from January 
I 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 '7G 85 percent of the difference between the 
total estimated cost and the federal funds so available for payments made 
affef Deeemeer 31, -1-9+9 ftft<! eefere JaRHBf)' I; -1-98+; ftft<! ~ f'O£€efll ef 
¼Re 0ifiefenee fiH' ~e:, ffl:ents ffta6e ~ DeeemBer J-l.-;. -1-98-Q except 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 to June 30 period except as provided for in section 
256.016. For the period from July I to December 31, based upon the 
estimates submitted by the coun_ty 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 al/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 JOO percent and the percentage rate of federal financial 
participation. 

Sec. 7.-Minnesota Statutes 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. +1,e !lffi0½III! 
EHt-e +It€ Fespective pa~ieipating Hiltt-5 &t geveFRffient shall be 6:eteFmiee8: 
l>y £\He aaeptea l>y tlte eemmissieRer ef "- sen iees pHrsHaRI te a 
fofffl1.-da. ef reimbursefftefl:t 13reseril:le6 ef authorizeel &y- H½e .feeefflt Seetal 
Security A0ministratien. 

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 
funds 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 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 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, section 256~935, subdivision I, is 
amended to read: 

Subdivision I. On the death of any person receiving public 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 expenses 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 
payment 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 funeral 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 paid I.he 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 1 to June.JO period. For the period from July 1. 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. IO. Minnesota Statutes 1986, section 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 I; 256.968; 256D.03, subs 
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 utilization 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 OJ.ailing 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. II. 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. +i>e eeuety' s 
share ef - shall be lee i,e,eeet ef tliat jl8ffiee eel - ay fe<leflH ~ 
Effective January 1, 1989, the state rate of participation shall be deter­
mined as apercentage 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~ 
jl8ffiee ten percent of that portion of medical assistance costs no"t 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 actual expen­
ditures shall be made by the state agency by adjusting the estimate for any 
succeeding month. 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 /o December 31 payments will be made by rhe state 
agency excepl as provided/or 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, is 
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 provided for under section 256.016. 

Sec. 13. Minnesota Statutes 1986, section 256B.05, subdivision I, is 
amended to read: 

Subdivision I. The county 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 256.0J, 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 allocat.ed 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 I 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 (I) 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 dme 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 provided 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 selectiori, 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 established by the county: 

(I) 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 will 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 admin­
istrative costs; 

(6) evaluation of services previously 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 fee 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 adopting 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 I to June 30 the nonfederal share may be 
used to pay up to 90 percent 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 I 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 JOO 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 documentation and reporting 
of care delivered. 

Sec. 15. Minnesota Statutes 1987 Supplement, section 256B.15, is amended 
to read: 

256B. 15 [CLAIMS AGAINST ESTATES.] 

If a person receives any medical assistance hereunder, on the person's 
death, if single, or on the death of the survivor of a married couple, either 
or both of whom received 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 ~laim made hereunder for reimbursement for any medical assistance 
granted hereunder. Counties ~ fe4aift 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
division 1, is amended to read: 

Subdivision I. [DIVISION OF COST.] The cost of medical 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 I 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 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. 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 I 986, section 256B. ! 9, 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 1 a, 
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. 

Mer Deeeft!eer 3½ ~ For the period from July 1 to December 31, 
state aid shall be paid to local agencies for +ft 100 percent of all general 
assistance and work readiness grants up to the standards of see-k-0fl: 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, -1-9%1 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 I, paragraph (a), clause (15). 

After December 31, -1-986 1988, 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.0I, subdivision 
I; or, (b) to persons not meeting the eligibility standards set forth in section 
256D.05, subdivision l, 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 00 100 percent of 
the cost of general assistance .medical care paid ey Hie lee!H age11ey e, 
ee!lft!y pursuant to this section, in accordance with sections 256B.041, 
subdivision 5, and 256B. l 9; subdivision 1, 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
ients, 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 I 986, section 256D.04, is amended to· read: 

256D.04 [DUTIES OF THE COMMISSIONER.] 

In addition to any other duties imposed by law, the commissioner shall: 

(I) 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.0l 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 agencies 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 vocational training, 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 I, is 
amended to read: 

Subdivision I. Commencing January I, 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. Ji'.fem aad after Jae1:taFy -I,- +98Q:;, ttftfH Jas1:1~ -I, -1-98-1-, For the 
period from January 1 IOJune 30, the state shall pay :/4 85 percent and 
the county shall pay J(l 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. M!e, Deeemeer H, -l.989, !i,e s!ft!e sltall fl"Y M j>efeeft! &ftEI !1,e 
~ sltall fl"Y ~ j>efeeft! ef !l,e aith 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/or in section 
256.016. For the period from July 1 to December 31, the state agency 
shall pay 100 perceni of the supplemental aid calculated for 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. 
The amount of supplemental aid for each individual eligible under this 
section shall be calculated pursuant to the formula prescribed in title II, 
section 212 (a) (3) of Public Law Number 93-66, as amended. 

Sec. 22. Minnesota Statutes 1987 Supplement, section 2560.01, 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: &iti ffl families with Eiepee6eHt. eRildfeH; ffiedieal assistanee; 
geHeffH assistanee; geHeffH assistaeee meElieal €ftfei' l:.Uenesata ~ 
me!Hl¼l&i<I; 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. It also applies to service responsibility in 
the inc01:ne maintenance and health care programs administered by the 
commissioner. 

Sec. 23. Minnesota Statutes 1987 Supplement, section 2560.02, 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 W (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 application. 

( c) 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 facility. 

(d) For an appiicant 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) i-:et= ffledieal aooistanee pliff:!SGeo ooly, a-1ttf fef an fflfftfH whe ft-as 
feSi<le<i ooly i-n lift elteluEleEI ttft>e faeilily, ii fl½e&ftS !1,e ~ Iha! weul<I 
BaYe ~ Fespaesil:lle fat= the fflfftfH ff eligil:lilily had ~ estal:llished, 
bftsee. 0ft ffHtt ef ~ &iffh ffletheF, at the #ffie af applieatien. 

ff:) ~Jetv.rithstanding paF&gFDphs fb,tafdh the eetmty ef finaneial Fespen 
~ fer meElieal assislaeee reeipieels ts !1,e ~ ff0m wlHeft a reeif>­
ieftt ts Feeeiving u fflainlenonee grant 0F ~- payment tlftEleF the pFegfftm 
ef aiEI ta families Wttlt dependeel ehildren er ~4iRnesato SlipplelfleRlal aith 

fg-) ~letwithstoedieg poFogFaphs (-a)_ taffh the eeu-aty ef fiRaReial respeR 
~ fef seeia1 sm·iees f<>f a pe,see reeeiviRg ai<i 10 families will! <lepeR­
.deftt ehildFeR, geRer-ol ossistoRee., geHeffH aosiolaAee medieal eafe-, medical 
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assistafl.ee, 0f ~4innesota supplelfteetal aHl ts the eetHH-y ft=eHt whieh ~ 
~ iti Feeeiviitg the aid 0£ assistanee. If more than one·named program 
is Open ·concurre_ntly, · financial responsibility for social services attaches to 
the program that has the earliest date of application and has been open · 
without interruption. 

fhj (f) Notwithstanding paragraphs (b) to fgj ( 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. Minnesota Statutes 1987 Supplement, section 256G.04, sub, 
division 1, is amended to read: 

Subdivision I. [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 date of application but 
before the grant or service is actually approved. 

Sec. 25. Minnesota Statutes 1987 Supplement, section256G.05, is amended 
to read: 

256G. 05 (RllSPO~ISIBILITY FOR BMERGENCIES.] 

Ssh.division -h [RBSIDB~lCB ~ A TB.ST..] ffl situatioes iRvolving 
eme_Fgeeeies YOFiffeEl er ft leeal ageney, ·finaReial fOSpORsibilit, fef aid te 
ffi:fflilies Wffl:I. depenEleet ehildres, gene1al assistance, ftft6 ~lfineesota Sttp­
plemee!al affi res1s wi#, !he ~ HI wlttelt ae ethe,wise eligiale jleffl0II 
is pRysieally fJfeseHt Wfteft the. appl_ieatisn is fHea-:- +he eettHt:y e.f Fes.ideeee 
is fttH sBligated -te Feift10HFse. ·FiHaneial Fespsnsibility is li-m#ed-te J8 atty-5 
tlll!ess etl!e,•, ise speeifiea ift !lie eee!elH ef !he_ affeetea p,eg,am. 

Suath 'h [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. 

Sec. 26. Minnesota Statutes 1987 Supplement, section 256G.07,is amended 
to read: 

256G.07 [MOVING TO ANOTHER COUNTY] 

Subdivision l. [EFFECT OF MOVING.] Except .as provided in subdi­
vision 4, a person who has applied forand·is receiving essistanee 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 monihs 
in the county to which that person has moved. 

~ pttff)sses et general assisteflee aHtl geneFal essistanee medieal et¼fe, 
!i>is time pet'ie<I ffi·i l!ev,•e•,e,, oee full ealeeaa, fll0lltlr. 

Subd. 2. [TRANSFER OF RECORDS.] Before the person has resided 
irt noriexcluded status for two calendar months, .,. eee ealeeaa, B!ee!h HI 
-the ease et geReFal essistanee eF geB:eFel essistanee ffl:Cdieol €ilfe, 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 requirement in subdivision 1 is met. · 

Subd. 4. [MULTIPLE FINA~ICIAL RESPONSIBILITY.] Wileft lft0fe 

· that! """ OOl!ft!y beeemes fiBaneially respensible fer a ease ;,,,,01·,iBg a 
sf.ftgle assistcmee i:Hli-t, tiftaef a pregram eovereEI -hy thts e'lutpter, that ea-se 
fflttSf ee imme8iate1y reeeesiBereEi ey the affeeteS Jeea.l ageReies. Begie­
fli-eg with the fi.ffi tl-ay .ef the ealendar ffl0fttft ftffef ~ reee~sieleratioR, 
ti.Fut11eial resftensihility ffif the efltffe assistasee ~ Belongs ta~~ 
¼hat was inilially responsible fer llle pFogrnm with llle eaF!iest <late ef 
appliealieB. 

Sttb&.-~ [SOCIAL SERVICE PROVISION.] The types and level of social 
services to be provided in any case governed by this chapter are those 
otherwise provided in the county in which the person is physically residing 
at the time those services are provided. 

Sec. 27. Minnesota Statutes 1987 Supplement, section 256G.10, is amended 
to read: · · · 

2560.10 [DERIVATIVE SETTLEMENT ELIMINATED.] 

··~as Elese,ibeEI ia seeOOH 2S6G.!l2, s,ibElivisieB 4; pa,ag,aph f<!h 
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 2560.1 i, is amended 
to read: 

2560.11 [NO RETROACTIVE EFFECT. J 
This chapter t& eet FetFeaetive ftfttl does not require the retroactive r_ede­

termination of financial responsibility for cases existing ·on January 1, 
1988. This chapter applies only to applications and redeterminations of 
eligibility taken or routinely made after January 1, 1988. 

:P.iet•,YithstaRdiRg th-ts seetieH, he,, evef, eJi:istiRg -seeittt -seF¥tee eases tie 
te eases fer these p•og,ams o,iliiBeEI in seeOOH 2S6G .!l2, s,ibEli·,isieB 4, 
parag,apll (gj, fer w1J.ie1, an appliealioB i.i tal<eB e, a ,eae1e,minalion i,; 
fflflEle after JaBHIII)' l, -l-'i8l,-, 

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 depe.ndent children, emergency assistance, general assistance, 
work readiness, and Minnesota supplemental aid, there shall be paid to 
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 
general's office, or child support collections. 

Sec. 30. Minnesota Statutes 1986, section 393.07, subdivision 2, is 
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 co·mmissioner 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 institution to provide services associated 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. 3 I. Minnesota Statutes 1987 Supplement, section 393.07, subdi­
vision 10, is amended to read: 

Subd. JO. [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 basiNo ensure that each county complies 
with federal laws and regulations. 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 incolTle 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 I each year. This monitoring activity 
shall be separate from the management evaluation survey sample required 
under federal regulations. 

(b) On July I 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) +he eellflty welfu,e beaffi shal-1 ~a•tiei~ate i11 a feet! fflHl½fl 'l""ttlY 
eeatFel sysleffi <il!bjeet te the su~e.,·isio11 ef the eo1R1Rissio11er ef ltumaa 
serviees &Rd f!Hrsuaet -te .feeentt regulatioes. 

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: 

(I) 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 coupons 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 transferred to the department of 
human services and become state civil service positions. 

(b) All incumbent employees 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 to the minimum salary or to the 
nearest equal or higher step on the state compensation 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 vaCatit;m and sick leave under the.pro­
visions of the appropriate state collt;ctive ba_rgaining 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, ·dental, 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 count)' 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 system. 

Sec. 33. [REPEALER.] 

Minnesota Statutes 1986, section 256.965; and Minnesota Statutes 1987 
Supplement, section 256D.22, are repealed. · 

Sec. 34. [HUMAN· SERVICES; APPROPRIATIONS.] 

The sums shown in the columns marked "APPROPRIATIONS" are appro­
priated froin 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 "I 989" 
where used in this section, means that the appropriation listed under it is 
available for the year ending June 30, 1989. 

SUMMARY BY FUND 

General 
Incentive Fund 
Appeals and Contracts 
F_inancial Management 
Assistance Payments 

Food Stamp Quality 
Control 

Administrative Aid 
Revenue: 
General Fund 

Nondedicated Receipts 
Positions: 
General Fund 

1989 

$990,000 
5,500 

39,000 
5ll,000 

JJ0,000 
(I ,150,000) 

$223,000 

Appeals and Contracts I 
Financial Management 2 
Assistance Payments 22 

Food Stamp Quality Control 25 

Subdivision 1. [APPROPRIATION BY FUND.] 
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General Fund 
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$1,650,000 
(1,150,000) 

[78THDAY. 

The amounts that may be spent from this appropriation for each program 
and activity are more specifically described in the following subdivisions. 

Subd. 2. [HUMAN SERVICES.] 

Administrative Aid ($1,150,000) 

Funds for this 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 I 989 does not cancel but is 
available for fiscal year I 990. 

Subd. 3. [INCOME MAINTENANCE.] 

Administration $660,000 

Approved complement: 50 

Food Stamp Quality Control Operations 

$110,000 of the appropriation/ind 25 complement positions for the con­
. version of county food stamp quality control staff to state employment. 

Monitoring and Program Support 

$554,500 of the appropriation and 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 compliance 
actions under the provisions included in this article. 

Sec. 35. [EFFECTIVE DATE.] 

The part of section 31 that strikes a part of subclause I c) is effective 
June 1, 1989. Section 32 is effective July 1, 1989. Except as provided in 
section 34, the rest of this article is effective January 1, 1989. 

ARTICLE 7 

PROPERTY TAX TECHNICAL AND ADMINISTRATIVE 

Section I. Minnesota Statutes 1986, section 270.075, subdivision 2, is 
amended to read: 

Subd. 2. As soon as practicable and not later than N8','e1Beer December 
1 next following the levy of the tax, the commissioner shall give actual 
notice to the airline company of the assessed valuation 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 
range; 

( c )( I) 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 
is open to use by the public or by members, except that use for golf may 
be restricted on the basis of sex no more frequently than one, or part of 
one, weekend each calendar month for each sex and no more than two, or 
part of two, weekdays each week for each sex. 

If a golf club membership allows use of golf course facilities by .more 
than one adult per membership, the use must be equally available to all 
adults entitled to use of the golf course under the membership, except that 
use may be restricted on the basis .of sex as permitted in this section. 
Memberships that permit play during restricted times may be allowed only 
if the restricted times apply to all adults using the membership. 

A golf club may 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 submitto the assessor proof by affidavit or 
other written verification that the bylaws or rules and regulations 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 I, subdivision I. Upon request of the 
county attorney, the taxpayer shall furnish information that the county 
attorney considers necessary in order to determine 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 commercia_l 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. 

1ft the ease ef tai<es f"'HI ift installments pu,suant ta eeetieft 279.91, 
suedi'lisian .J-, the ere<iit. Uftdef tlHS seetieft fllltS! be dedueted ffeffi the 
see0lld ene half installment payable Oeteeer ~ 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
sioners 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 paid under the provisions 
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 year 
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. 1ft the ease ef preperly ewBe<! I,y a maffied OOU1'le ift jeint 
tenoeey 0f teH:aH:ey tft eommeH, ffte a~sessor -sl=tft.l.l fH:H 6efiY homcsteaEl 
trealment iR whele er ift j>llft # 0f1!y ooe ef the spauses is eeeupying the 
praperty ae,1 the ether spellSe ts absent due ta diveree or sepa,atien, er ts 
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a FesiEleHt 0f a Httfsieg heme· 0f a boaFdiag e&Pe Hleility. The notice shall 
be in writing and shall be sent by ordinary mail at least ten days before 
the meeting of the local board of review or equalization. It shall contain 
the amount of the valuation in lerms 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 statement that the notices required by this section have been mailed. Any 
assessor who is not provided sufficient funds from the as_sessor'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, i_ssue 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 equalization, or the enforcement of 
delinquent taxes by statutory means: 

Sec. 6. Minnesota Statutes 1986, section 273.124, subdivision I, is. 
amended to.read: 

Subdivision I. [GENERAL RULE.] Residential 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 particular types of property are 
as provided in this section. 

The assessor shall require proof,. by affidavit or otherwise, of the 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 I of the year when the treatment is initially sought. After initial 
qualification for the homestead treatment, additional applications for sub­
seq.uent years are not required. 

In the case of property owned by a married couple in joint tenancy or 
tenancy 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 boardi'ng 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 agreement to 
have one or both parents shown on the deed as coowners, the assessor 
shat_/ 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 assesspr 
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 oc_cupied 
shall be classified and assessed pursuant to the appropriate class. No more 
than three acres of land may. for asses~ment purposes, be included With 
each dwelling unit that qualifies for homestead treatment under this 
subdivision. 

Sec. 8 .. Minnesota Statutes 1987 Supplement, section 273.13, subdivi­
sion 15a, is amended to read: 

Subd. 15a. [GENERAL FUND, REPLACEMENT OF REVENUE.] (I) 
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 I 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 cer-tified 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 . 

. (3) Based on current year tax data reported in the abstracts of tax lists, 
the commissioner of revenue sh~ll 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 H 20 
and December 15 of each year. 

Sec. 9. Minnesota Statutes 1987 Supplement, 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 agriculiural 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 ifthe 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. I0 shall be reduced by 52 percent 
of the tax. The amount of the reduction shall not exceed $700. 

(b) Class 2b property is (I) 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 offish/or 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: 

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: 

(I) residential real estate containing less than four units, other than 
seasonal residenti_al, 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: 

(I) 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 Title 
II of the National Housing Act or the Minnesota housing finance agency 
law of I 971 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"! 5 years from the date of the completion 
of the original construction or substantial rehabilitation, or for the original 
term of the loan; 

(2) a structure that is: 

(i) situated 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 I 937, as amended; and 

(ii) owned by an entity which has entered into a housing assistance 
payments contract under section 8 which provides assistance for I 00 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. 

For all properties described in clauses (I) 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 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 
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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 Secretary 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 ( I), real property devoted 
to temporary and seasonal 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 4c also 
includes commercial use real property used exclusively for recreational 
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 recreational 
use for more than 200 days in the year preceding the year of assessment 
and is located within two miles of the class 4c 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 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 com·munity 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 (I 9) of the Internal Revenue 
Code of 1986, as amended through December 3 I, 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 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. 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: 

(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 loan from the farmers home 
administration. Property must be assessed under this clause for 15 years 
from the date of the completion of the original 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 

(ii) any person, hereinafter referred to as "veteran," who: 

(A) served in the active military 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, ankylosi's, 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 

(iii) any person who: 

(A) is permanently and totally disabled and 
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(B) receives 90 percent or more of total income from 

(I) aid from any state as a result of that disability; or 

(2) supplemental security income for the disabled; or 

6943 

(3) workers' compensation 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 Actof 1937, United States 
Code Annotated, title 45, section 228b(a)5; or 

(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 ffilffl!lft serYioes revenue certifies to the assessor that the 
owner of the property satisfies the requirements of t_his subdivision. +he 
eomffiissioner &f ftl:fffl-8ft serYiees Sftftll flFBviele a ~ ef the ee11iHeaHoR 
fa ffte eommissioeer ef revenue. 

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. II. Minnesota Statutes 1987 Supplement, section 273.1397, sub­
division 2, is amended to read: 

Subd. 2. [AID TO COUNTY.] A county whose preliminary aid amount 
is greater than zero shall receive a payment equal to the_ lesser of (I) 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 total payment for the year 
iri equal installments on or before July H 20 and December 15 of each 
year. 

Sec. 12. Minnesota Statutes 1986, section 273.40, is amended to read: 

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 assesses ""!lie basis ef ~ pereeft! have a tax 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 ftft<i, towns, and school districts 
shall be certified by the proper authorities to the county auditor on or before 
October 10 in each year. '.fl>e l!H<eS ef a ~ <HSffiet ffllt5! 1,e ee,!ifiea 
te H½e eoffietissioAeF ef education ~ Oe~ober +G ffi eaek yeftf-:- If a city, 
town, county, school district, or special district fails to certify its levy by 
that date, its levy shall be the amount levied by it for the preceding year. 
If the local unit notifies the commissioner of revenue, 0f the eotHfftissioAer 
ef ea11ea1ie11 iftHte ease ef aseke<>I ais1,ie1, 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, section 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 ta.xes 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 received, 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 JO. 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 a_s 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 in the 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 court, flft<!. The 
countyauditor shall file a copy of the revised list as it applies to manu­
factured homes on January 20. Within ten days the,eaftef after the list has 
been filed, .the court administrator shall issue-a citation to each delinquent 
named in the list, 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 person 
for the amount of such tax, penalty, and costs. When unable to serve the 
citation, the sheriff 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 Supplement, section 279.01, subdi­
vision l, is amended to read: 

Subdivision I. 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 I 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 eatned 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 lax due on the property after May 15 and before June I shall attach an 
affidavit to the payment attesting to compliance with the income provision 
of this subdivision. Thereafter, for both homestead and non homestead prop­
erty, on the .u.th first day of each month, up to and including October¼ 
I 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 I 6 following, without penalty; bu!, 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 -H,11, <lay ef eaeb ffi0ftth "I' 16 aH<i 
ineluEling E>eee111ber -1-e first 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 -H,11, <lay ef eaeb ffi0ftth "I' 16 ftH8 ineluEling E>eee111ber -1-e 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 I 6, the same may be 
paid at any time prior to October I 6, 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 multiple 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 does not 
constitute a waiver of the minimum payment required as a condition for 
filing an appeal under section 278.03 or any other law, nor does it affect 
the order of payment of delinquent taxes under section 280.39. 

Sec. 17. Minnesota Statutes 1986, section 279.01, subdivision 3, is 
amended to read: 

. Subd. 3. In the case of class lb 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 I b 
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 -1-e 1 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 -1-e 1 following, an additional four percent shall be charged on all such 
unpaid taxes. 

If the owner of class lb agricultural homestead, class 2a, or class 2c 
agricultural property receives a consolidated property tax statement that 
shows only an aggregate of the taxes and special assessmeqts due on that 
property and on other property not classified as class I b 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 lb agricultural, class 2a, or class 
2c agricultural. 

Sec. 18. Minnesota Statutes 1986, section 375.192, subdivision I, is 
amended to read: 

Subdivision I. 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 erroneously 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 city 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 3 I 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 amended 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 -1-S 20 
and December 15 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 certifications 
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 I to 13, 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 thereafter. 

Sections 2, 3, and 21 are effective the day after final enactment. 

ARTICLE 8 

ASSESSORS 

Section I. 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. One 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 commissi0ner 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 automatically .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 moial turpitude; or 
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( 5) any other cause or act that in the board's opinion warrants a refusal 
to 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 lii:ense 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 270.485, is amended 
to 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 ffHE: fe¥teW local government services division obtain 
senior accreditation from the state board of assessors. By January I, 1989, 
every eettHty assessor. tffl6- 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 mu.St 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 I, 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 cou_nty assessor who is not senior 
accredited by the state board of assessors. No employee hired by the com­
missioner as a senior appraiser or regional representative after June 30, 
1987, shall attain permanent status until the employee obtains senior 
accreditation. 

Sec. 3. Minnesota Statutes 1986, section 273.05, subdivision l, is amended 
to read: 

Subdivision I. [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 city assessors may be terminated 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 city. 
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 to 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 Supplement, 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 commissioners and shall 
be a resident of this state. The assessor shall be selected and appointed 
because of know ledge 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 Janaary -I, -1-989 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 county commissioners. 

The commissioner of revenue may recommend to the state board OJ 
assessors the nonrenewal, suspension, or revocation of an asst!ssor's license 
as provided in sections 270.41 to 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 functions 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 appointment 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 I. [ORDINARY BOARD; MEETINGS, DEADLINES, 
GRIEVANCES.] (a) The town board of a town, or the council or other 
governing body of a city, ~s 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 I and May 3 I each year. The clerk 
shall give published and posted notice of the meeting at least ten days before 
the date of the meeting. The board shall meet at the office of the clerk to 
review the assessment and classification of property in the town or city. 
No changes in valuation may be made by the county assessor after 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 list at its ·market value. No 
assessment of the property of any person may be raised unless the person 
has been duly notified of the intent of the board to do so. On application 
of any person feeling aggrieved, the board shall review the assessment or 
classification, or both, and correct it as appears just. 

( 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 lower the aggregate assessments made by the county assessor 
by more than one percent, none of the adjustments may be made. The 
assessor shall correct any clerical errors or double assessments discovered 
by the board 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 shal I 
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 sha11 enter all changes 
made by the board in the assessment book. 

(e) If a person fails 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 time, 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 l. Minnesota Statutes 1986, section 168.011, subdivision 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 
ftfltl, 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. Minnesota Statutes 1986, section 168.01 I, subdivision 8, is 
amended to read: 

Subd. 8. [MANUFACTURED HOME AN9; HOUSE TRAILER; PARK 
TRAILER. J (a) "Manufactured home" "'"'"''""'Y tffHlef er seRtilmiler whieh 
ffi desigRed, CBRStnteted, astl CE}Hiflf)Cd f0f ttse as ft ffiHfti:lft dwelling~ 
!i¥iRg ai,e<le, er li¥ing <t•••lers ei,eei,t 1,-,;e tfftileFs 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 ~ 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 t.hat: 

(I) 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 towa.ble 
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and requires a special permit under section 169.86 in order to move the 
trailer; and 

(3) is used as a temporary living abode or living quarters. 

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
ufactured 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 harries as are held by a licensed dealer and exempted as inventory. 
House trailers not ttSea 0ft the Rigft•.vay 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 1, is 
amended to read: 

Subdivision I. [IMPOSITION.] Motor vehicles, except as set forth in 
section 168.012, using the public streets or highways 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 adding 
a subdivision to read: 

Subd. Jj. [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 1 e, 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 trailers, 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 p_lates 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, is amended 
to read: 

Subdivision I. [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 vehicles, 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. 

(7) ''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. "Motor vehicle" means any self-propelled 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, 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 168.011, subdivision 8, paragraph 
(c). 

ARTICLE 10 

PULL-TAB TAX 

Section I. 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 p11Fekased fr..,.,. a distFilmteF. 

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 ticket in the pull-tab or 
tipboard deal were sold at its face value. 
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Sec. 3. Minnesota Statutes 1986, section 349.12, is amended by adding 
a subdivision to read: 

Subd. 20. [IDEAL NET.] "Ideal 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 I. [RATE.] There is hereby imposed a tax on all lawful 
gambling, other than/ I) pull-tabs purchased and placed into inventory after 
January I, 1987, and /2) tipboards purchased and placed into inventory 
after June 30, 1988, 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 297 A.02 and all local taxes and 
license fees except a fee authorized under section 349. I 6, subdivision 4. 

On all lawful gambling, other than / 1 I 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 
actually 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 
faee ,e,;aie ¥altte t>f all the 1mll labs m eaeh <lee! less the lelel ~ whielt 
""'Y be !'fti<I em 6ft all the ~ull labs in that ide_al 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 297 A on 
the sale of the pull-tabs and tipboards 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 tipboards by the organization 
is exempt from taxes imposed by chapter 297 A if _the tax imposed by this 
subdivision has been paid. and is exempt from all local taxes and license 
fees except a fee authorized under section 349.16, 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 to 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. 

If a lieeased organi2mtion et= -atty organi2atioH Aoldiag aft e~EefflptioR 
H111Hber reeei¥es pull tabs eireetly fFeffl the 1Han11fue1Urer BH<I the fHilftti­

fuelurer is fl0t a lieensea aislributsr, the aislribalsr frelH Wft<>ffl the flllll--­
tei,,; were ~11rehasea is ltel>le fer tea< wi>efl the 1Ha11afue111rer aeli, ers !he 
~1111 labs te the erga11i,a1ien, er le a eentraet er es1H1He11 c-ilffier fer aeli,•ery 
le the ergani,alien, or wi>efl the fl•ll tabs er-e reeei,•ea by the ergani,atien' s 
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aolho,iaee FeprnseRlalive al !he FRaRoi'aelt1FeF's (ttlte0 ef bt1siaess, ,egaffl­
less ef !he FRBRHH!CIHFeF' S Of !he eiSIFieolOF' S FROlhoe <>f aeeooaliRg 6f !he 
teFFRseflhe5ftle-c 

(c) The exemptions 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 I, is 
amended to read: 

Subdivision I. [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 
it is issued, 

Sec. 7. Minnesota Statutes 1986, section 349.2121, subdivision 2, is 
amended to read: 

Subd. 2. [RECORDS.] +he eommissioae• may by fflle Fe<jlfife a lieeRsed 
diS1Fibu10, holdiag a !'<'fflHl ttRdeF !hi,; seetiGR te keep -i, !,eeks, f"ll"'F", 
doeumefl.ts, aHa ree0ffiS as the esmffl.issioner eeeFftS neeessary te the 
eRfereeftlent ef this ehapter. +he- eemffl:issioRer may e~ramine, 0f eat:tSe te 
be e"amiaed, aey heele;, papeFS, reeores, eF elher doeoFReRls relevaRI 16 
malttH-g a Eleterminalion, whether they ftfe tft the possessioR ef a Elistri0utor 
er another peFS0fl er eoq,oralion. +he eommissioner fftEtY Fe<jlfife tke-atteH­
daa€e ef a,ry persons Rll¥fflg lmowledge 0f iRfoFFRalioR m lhe preFRises, 
16 OOfllre' !he pF06H6liOH ef l>ooiEs, f"li"'F", Fe60f6S, 0f FReFROFOHea l>y 
persons se reqt:tiretl le ~ ta mire testimony 0ft fflftttei:s material le a: 
Eleterminalion, aHd te adm.inister·aatfts er 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 
years 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 organiz_ation, or any site from 
which pull-tabs or tipboards are being sold, without a search warrant, 
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 th_e charitable gambling 
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 itemized 
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
division 4a, is amended to read: 

Subd. 4a. [REFUND. J If any deal of pull-tabs or tipboards registered 
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 cettification 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, is 
amended to read: · 

Subd. 5. [l~!l'ORMATIO~! CO~!FIDHNTIAL PUBLIC INFORMA­
TION.] ~!eilher lhe ee1B1Bissiener ft6f m>yefflef f'lll>tteeffieialer elfljlleyee 
fBftf dil/elge 0f Btherwise ftHte ~ ffl asy flffllHtef ~ paFtieulaFs 
disclosed Hlftfty£ef'0ff 8ffeHlfll FCE[Hire6~~ seetion, 0fftfly inf.e.rmatioa 
eet1eeFRiBg the· affa.ifs. ef the_ distRl:nuor FRakieg ffle_ feHlfR eetjttired ff8fft 
#s reeerds, offieers, 0f empleyees whHe enafflining 8f aH:C:liting l:lftElef the 
attt-herit,· ef this ehapter, ~ HI: eeeneetiee with a flF0eeeC:ling iHvah•ieg 
~ Elue tiftEler this ehafJteF. P.lathing he:Feift f!Fehibits the eaffl:fflis:Siaeer 
Hem 13u_blisAing statisHes se elassified as ftel te diselese Hie ideaHt, ef 
jlarlieular remm,; er £ejlerls ftftd !heir eenlenls. Aey jlefSaft •,ielelin~ lhe 
pro risiens ef this see-tieft fs. gtHlty ef a.gFSSS fflis8emean0r. 

P,ietwit-hstan8ing the f'F01.'isiees ef this seetiea, ,the eemmissioeer fBftf 
ftfffl-ish inf.ormation ea a reeifJfoeel 9ftS-tS ta tfte ~ et+ieials ef aaother 
~ er tfte 900f0 Ht 0fllet:: ta implemeet_ ate flUFpeses sf this ehapter. 

1ft 0f00f ta f'.oeil:i.tate 13roeessiag ef Fefl:!fftS £H¼a paymeats of~ FOEfHire8 
by- this ehapter, tfte e~mmissioeer ~ eoetraet with 0Htsiae YOHElers ftft6 
fll"Y Eliselese pri¥a1e ftftd nenjlHelie dala te fRe ,·enaer. +lie da!a aiseleseEI 
mHSt, ~ e8miaistere8 Dy tfte ¥eftftef eeasisteet wttft.tfti.s seetiee. All records 
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concerning the administration of the pull-tab and tipboard taxes are clas­
sified as public information. 

Sec. II. Minnesota Statutes 1987 Supplement, section 349.2121, sub­
division 10, is amended to read: 

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 297 A 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 349.2123, is 
amended to read: 

349.2123 [CERTIFIED PHYSICAL INVENTORY] 

The commissioner of revenue may, upon request, require a 1'"11 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 I. [CONTRABAND DEFINED.] The following are declared 
to be contraband: 

(I) 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 tip board deals in the possession of any unlicensed 
organization whether stamped or unstamped; 

/3) any container used for the storage and display of any contraband 
pull-tab or tipboard deals as defined in clauses (I) and /2) of this subdivision; 

(4) any cash drawer, cash register. or any other container used/or illegal 
pull-tab or tipboard transactions incl~ding 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 



78THDAY] TUESDAY, MARCH 29, 1988 6959 

transported in the course of interstate commerce, or from one distributor 
10 anorher, rhe pull-tab and lipboard deals are not conrraband, norwirh­
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 cha.ritable gambling control board of 
11/eir authorized agenrs or by any sheriff or other police officer, hereinafter 
referred lo as lhe seizing authority, with or without process, and shall be 
subjec/ 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 
invenlory of lhe property seized to rhe person from whom the property was 
seized, if known, and file a copy with the commissioner or the executive 
secretary of the charirable gambling control board. Within ten days after 
lhe date of service of the inventory, the person from whom the properly 
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 /0 seizure and forfeirure. Within 30 days 
afrer /he date of filing of the demand, lhe seizing aulhoriry shall bring an 
action in the district court of the county where seizure was made to deter­
mine rhe issue of forfeiture. The aclion shall be brought in rhe name of the 
state and shall be prosecuted by the counry 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, 
eirher (1) cause lhe forfeired property to be destroyed; or (2) cause it to 
be sold at a public auction as provided by law. 

If demand/or 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. lf no demand is made, 
the property seized shall be considered forfeited to the state by operation 
of law and may be disposed of by lhe seizing authority as provided where 
there has been a judgmenl of forfeilure. When the seizing authoriry is 
satisfied that a person from whom property is seized was acting in good 
faith and without intent to evade rhe tax imposed by sec/ion 349.2121, 
subdivision 4, the seizing authority_ shall release the property seized with­
out furrher 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 
aurhority shall file with the court a separare complaint against rhe prop­
erty, describing it and charging its use in the specific violation, and spec­
ifying substantially rhe time and place of the unlawful use. A copy of the 
complain/ mus/ be served upon the defendant or person in charge of the 
property at the time of seizure, if any. If the person arrested is acquilled, 
the court shall dismiss the complaint against the property and order it 
retufned 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 ii, 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 administraior 
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 to 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 time 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 to 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 
for 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 to 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 
connectioit 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 ofit, conditioned to abide any order and the 
judgment 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 to be in the best 
interests of the state to do so. 

Sec. 15. [349.2126] [PROHIBITIONS.] 

Subdivision 1. [COUNTERFEITING.] No person shall with intent to 
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.] No 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 a_ccordance 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 Jail 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, subdivision !, is 
amended to read: 

Subdivision 1. [GROSS MISDEMEANOR.] Aey etitef ·,ieletien ef see­
aea,; J4.9.,..l.l. !e 3q9_z1 q 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 hinde'rs 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 violating 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 adding 
a subdivision to read: 

Subd. 4. [SALES AFTER REVOCATION.] A person selling pull-tabs 
or tipboards after the person's license or permit has been revoked is guilty 
of a felony. 

Sec. 19. [EFFECTIVE DATE.] 

Sections I to 4 and 6 to 18 are effective July I, 1988. Section 5 is 
effective for deals of tipboards purchased and placed into inventory after 
June 30, 1988. 

ARTICLE II 

SALES TAX 

Section I. Minnesota Statutes 198.7 Supplement, section 297A.0I, 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 
gr·a:nting 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 production, fabrication, printing or processing of tangible per­
sonal prope·rty for a consideration for consumers who furnish either directly 
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or indirectly the materials used in the production, fabrication, printing or 
processing; 

( c) The furnishing, preparing or serving for a consideration 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, noriprofit organizations, agencies, 
or churches or pursuant to any program funded in whole or part through 
42 USCA sections 3001 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 0 

ees at less than fair market value, except 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; 

(iii) 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, arid snow cones; 

(v) soft drinks and other beverages prepared or served by the retailer; 

(vi) gum; 

(vii) ice; 

(viii) all food sold in vending machines; 

(ix) party trays prepared by the retailers; and 

(x) all meals and single servings of packaged snack food, single 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 clause. 
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 consideration 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, including 
services provided by coin-operated facilities operated by the customer, and 
rustproofing, undercoating, and towing of motor vehicles; 

(iii) building and residential cleaning, maintenance, and disinfecting and 
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, spraying, and surgery; and tree trimming for 
public utility lines. 

The services listed in this paragraph are taxable under section 297 A. 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 SBFfOFatieR, partnership.or association 
for another eBFf:!OFatieR, partnership-; 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 affiliated 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 I 504, 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 equipment. 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: 

(I) the club, association, or other organization makes available for the 
use of its members sports and athletic facilities (without regard to whether 
a separate charge is assessed for use of the facilities); and 

(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 50 l(c)(3) of the Internal Revenue Code of l 986, 
as amended through December 31, 1986, for educational and social activ­
ities for young people primarily age 18 and under. +l>e rrnvisiees ef lftis 
r•••g••~k <le Ae! ft!'j>ly ta"" asseeiatieA iRee~eratea llfl<lef seeffefl 3 l!i. 41. 

Sec. 2. Minnesota Statutes 1986, section 297A.15, subdivision 1, is 
amended to read: 

Subdivision I. 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 
ffUlintaising a ~ ef ln1siness ffi ~4innesota, ef tf0ffi a ~ wke ts 
autkorii\e0 ~ tft€ eomffiiss'i:ener i:lil6-ef ~ fl:He5- as the eommissioeer Rt83/ 
i:,reseriBe, te eeHeet the ~ given to the purchaser pursuant to section 
297 A. 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, section 297A.15, subdivision 5, is 
amended to read: 

Subd. 5. [REFUND; APPROPRIATION.] Notwithstanding the provisions 
of sections 297 A.02, subdivision 2, and.297 A.257 the tax on sales of capital 
equipment, and construction materials and supplies under section 297 A.257, 
shall be imposed and collected as if the rate under section 297A.02, sub­
division l, 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 297 A. 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 297 A. 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 297 A.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 shall 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 297 A.16, is amended to read: 

297A.16 [COLLECTION OF TAX AT TIME OF SALE.] 

Any eofjlOFalioe aulho,i,ea le oo busieess HI Mieeesola, Oft')' retailer as 
defieea ift who is required under section 297 A.2 I, e,, Oft')' etheF fe!aileF as 
the eemmissieRer -sl:tttH at1:thori~e pursuant te seetiett 297A. 15, or autho­
rized by the commissioner to collect the use tax upon making retail sales 
of any items enumerated in this chapter not exempted under sections 297 A.OJ 
to 297 A.44, 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 S0FjlOFaliae ffl' retailer shall not collect the tax from a purchaser who 
furnishes to such eofforation 0f retailer.a copy of a certificate issued by 
the commissioner authorizing such plirchaser to pay any sales or use tax 
due on purchases made by such purchaser directly to the commissioner. 
The tax collected by such eorfJoration eF retailer pursuant to the provisions 
of this section shall be remitted to the commissioner as provided in other 
sections of this chapter. 

AH-,· eOFf10FBlion ar any reta-i-ler Fef(Uired f6 ooHeet the ttSe ~ flfl6 feffltt 
Sllek tftl< t<> the eammissioneF pu,suant I<> this seeti<,,. sh<tH file wi-111 the 
eommissioner ftft afJfJlieation ffif -a~ pursuant ta seet-ien 297A.Q1. 
H¥e,y Sllek eafjl0Falioe 0, fe!aileF sh<tH Htfflislt Ike eammissioeer wilh the 
""""'-i address ar all its ageftlS apernlieg HI Mieeesate a...! the laeation 
of eae1, of its dislFi0u1i0e 0f sales """5es 0f aflree,; 0f etheF j!laees of 
busieess if> this -

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 busiliess 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 of 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; INFORMATIO~I RELATl~IC 1'0 BYSI­
NE&S LOCATIO~I TO COLLECT USE TAX.] 

Subdivision I . H¥e,y fe!aileF mal,ing feloil sales far slornge, ttse 0f etheF 
e0esumpli0e ie Mieeesata shall registe• wi-111 the eammissione• aed give 
the""""' aed address er all agents apeFaling if> Mienesata, the laeatioe er 
all dis1,ibutiee or sales houses, affiees a, etheF j!laees ef 1,usiaess ie MiR­
fteS0ffi, ftft6 Stieh mker information as the eoflimissioner ~ reEJuife. When. 
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+ft the epiRieR ef the eefftm:i.ssieRer, tt Hi Reeessery fef the effieient tHHRfft­
islfflliee of seeliees 297A. I 1 lo 297A.2§ 16 regaF<I ""Y salespersee, rer­
resefttative, trtteker, 13eddler, 6f eeH\ asser as the agem ef the eealef, 
aislrilmler, superviser, erapleyer, e, ethef f""S08 ..,.<!e, "4>ere Iha! f""S0H 
epeR!les or fr0ra "4>ere the f""S0H ebllHft& the laegiele perseeal preperly 
501<1, whelher rael,ieg sales persaeall) or ift l,el,aif ef 5Helt eealef, <iislri,l,­
ttffif-, superviser, empleyer, 0f e-thef person, the·eemmissieRer may regaF<I 
the salespersen, representeti'.'O, tmelcer, p08d1er, er eaH,asser as-saeh ageftt-;­
llftt! may regaF<I the eealef, eislrieuler, super,iser, erapleyer, e, ethef 
f""S0H as a Fetailer f0f tire purpeses ef seeliees 297A. I 1 le 297A .2§. 

s..l,thl-c [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 lhe 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 autborized to do business 
within this state. 

Subd. 2. [DESTINATION.] The destination of a sale is the location to 
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 
States 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 297 A.04 and shall collect and remit the use tax as provided in 
section 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 297 A.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: 

(]) 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 this 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 o·n a radio or television station located in 
Minnesota; or 

/7) any other solicitation by telegraphy, telephone, computer data base, 
cable, optic, microwave, or other cominunicatioh system. 

(b)The location within or without this state of vendors independent of 
the retailer which pfovide products qr services-to -the retailer in connection 
with its solicitation of customers within this state, including such prod.,ucts 
and services as crelltion 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 business in this sta.te 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 
JOO. 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 regulation of any local unit of government or subdivision of this 
state. · 

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 application for a permit pursuant to section 297 A.04. If the appli­
cation is granted, the retailer shall collect and remit the use tax as provided 
in section 297A./6 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 to 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 destina.tions 
within this state. 

(b) When, in the opinion of the commissioner, it is necessary for the 
efficient administration of sections 297 A. /4 to 297 A.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 operates or from whom the person obtains the tangible personal 
property sold, whether making sales personally or in behalf of that dealer, 
distributor, supervisor, employer, or other pe,rsQn the commissioner may 
regard the salespers.on, -representative, trucker, peddler, or canvasser as 
such agent, and may r.egard the dealer, distributor, superviSo,; employer, 
or other person as a retailer for the purposes of sections 297A./4 to 
297A.25. 

Sec. 7. Minnesota Statutes 1987 Supplement, section 297 A.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 
ff> ie!e,sta!e 0f fefeigR mileage IRH'eleel ey tl,e eaffief EkifHlg tl,e p•e•,<ieHs 
fiseal :)'eftf 0f t1,e eaffief 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 p11rehase p,iee total amount of purchases of ff>lal !"'f­
ehases 0f rolling stock that...., used HI 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.] 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, acetylsalicycid acid, ibuprofen, or a combination thereof 
are exempt. 

Sec. 9. Minnesota Statutes 1986, section 297A.25, subdivision 5, is 
amended to read: 

Subd. 5. [OUTSTATE TRANSPORT OR DELIVERY] The gross receipts 
from the following sales of tangible personal property are exempt: 

(I) property which, without intermediate use, is shipped or transported 
outside Minnesot_a by the purchaser and thereafter used in a trade ot 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-, 6f-; # Sll9jeel 
ff>""' HI tha! ~ Slale-;- that state allews a similaf e"emptiee fer pre~efly 
p11,ehased !hereift aed lrnes~ef!eel t<i Mieeesela f..,. use HI tltis sta!et ea<eej>I 
tha! ~ 0f laegiele pe,seeal p,epeflj' tha! i,; slaippeel ar lfaespe,1eel f<lf 
use 6lllside Mieeesela ehaH ae fflli<!d Ill t1,e fftle 0f t1,e use""' im~eseel ey 
~ state Ht wkteh ~ pFopet1y is shippeEl ar ~raRspot1e8, tHHes-5 .fftat state 
ltas "" use -, HI whteh ease t1,e sale shall ae fflli<!d al t1,e fftle geee,ally 
impeseel bj< tltis 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 Minnesota, except in the course of 
interstate commerce. 

Sec. 10. Minnesota Statutes 1987 Supplement, section 297A.25, sub­
division 11, is amended to read: 

Subd. I I. [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, the 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 297 A.OJ, 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 
Jump-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 which will not be used 
principally by the tax exempt entities. 

Sec. 11. Minnesota Statutes 1986, section 297A.25; is amend_ed by 
adding a subdivision to read: 

Subd. 37. [YMCA AND YWCA MEMBERSHIPS.] The gross receipts 
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 exempt. However, all separate charges made for the 
privilege of having access to 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 that: 

( 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 I 986, section 297 A.35, subdivision I, is 
amended to read: 
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Subdivision I. A person who has, pursuant 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 unless filed within two years after such tax was paid, or within 
three years from the filing of the return, whichever period i_s 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.0J 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 business. 
Such transient merchant shall pay to the treasurer of such county a license 
fee of $150, ooy perseRal f1F8f:leffy ~ payable 0Y the ffleFehaRt 13urst1ant 
ffl ~4iRResota Statutes +949; Seettens ~ kl 288.Q3, 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 whielt. 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 whic_h 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 shall at all times be open for public inspection. No license 



78THDAY] TUESDAY, MARCH 29, 1988 6971 

shall be issued unless the merchant produces evidence that the merchant 
is the holder of a valid seller's permit issued under section 297A.04, or a 
written statement from the merchant that the merchant is not offering for 
sale any item that is taxable under chapter 297A. 

The application shall further 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 auchoneer 
who will conduct the sale. No such sale shall be conducted in the name of 
any person other than the bona fide owner of the merchandise. 

The applicant shall attach to the application 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 applicant 
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, section 297A.]5, subdivision 2, is repealed. 

Sec. 16. [EFFECTIVE DATE.] 

Section 1, paragraph (c), is effective for all meals furnished on or after 
October 15, 1987. Sections 1, paragraphs (j) and (k), and 11, are effective 
for retail sales made after June 30, 1988; Section 12 is effective for sales 
made after December 31, 1988. Section 14 is effective July I, 1988 . 
. Sections 3 and 13 are effective for all refund claims filed after June 30, 
1988. Sections 7 and JO providing for exemption of sales under section 
297A.0I, 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 I, 1987, and delivery is made on or before December 31; 1987. The 
remainder of section JO is effective July I, 1988, provided that sales to 
the University of Minnesota hospital are exempt effective June I, 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 I, 1988, and delivery 
is made on or before December 31, 1988. Sections 2 and 4 to 6 are effective 
June I, 1988. 

ARTICLE 12 

CIGARETTE AND LIQUOR TAXES 

Section I. 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 sub jobbers 
or retailers; 
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(2) atty~ Wft0 fltttkes-, fflaR~faetures, er faBrieates eigareues ift this 
- .fef Sftie tft lltis slate; 

~ any person engaged in the business without this stale who ships or 
transports cigarettes to retailers in this state, to be sold by those retailers; 

f4,j ( 3) any person who is on direct purchase from a cigarette manufacturer 
and applies cigarette stamps or indicia on at least 50 percent of cigarettes 
sold by that person. 

A distributor who also sells at retail 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, subdivi­
sion 14, is amended to read: 

Subd. 14. "Subjobber" 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 sens 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, machines 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 
cigarettes were acquired for retail sale. 

Sec. 3. Minnesota Statutes 1986, section 297.01, is amended by adding 
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 ch.apter. Any raxp·ayer 
who has, as verified by the commissioner; continuously complied with the 
condition of a bo~d 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 qualifying 
compliance immediately prior to August 1, 1988, shall be ,,edited 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 heat 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 shipping costs. The costs recovered along with shipping costs 
shall be deposited 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 
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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 $1,500,000 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 fiscal year I 989, the 
commissioner shall notify the commissioner of finance of the amount of 
reduced stamping discounts which have accrued to the tobacco tax revenue 
fund. The commissioner of finance shall then transfer the amounts to the 
heat applied cigarette tax stamp 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.] fB (a) Before January I, 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, ftfi6 +ft tftttt e0H.Heetion. 
Except as provided in paragraph (d), the commissioner may require the 
furnishing of a corporate surety bond, Check guarantee bond, or certified 
check in a suitable amount to guarantee the payment of the tax. 

~ (b) Before January I, 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 
commissioner,. 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, ftft6- tft tftftf e0nneetim1. Except as provided 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 in subdivision 5. The c.ommissioner shall 
recover the actual costs of the stamps from the distributor. 

f'1 ( 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 exempt 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 delinquent in the filing of any return, or is 
determined by the commissioner- to be delinquent or deficient in the pay­
ment of any uncontested tax liability under this chapter. At that iime 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 paying 
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 units 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 
commissioner 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 right to withdraw this designation 
without cause. 

Sec. 7. Minnesota Statutes 1986, section 297.041, subdivision I, 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 fiftee01h 18th 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 m3y be unstamped. +he eeFBmissiener 
""'Y alse fe¥0l<e #M,:; peF111issieR te fflaiRtaiR a steel< ef ttRs!a1Hpea geeas 
fef sale le a speeifie Inaiaft lfil>al ergaei,alieR wheft ti appears the! sales 
ef HASlampea eigareues 10 perseRs woo are fl0I eRrellea members ef a 
reeegRiaea Hlffiftfl tfibe are !alHftg j'llaee, er 1,a,;e !al<eft j'llaee, withiB the 
e*lerier bettRdaries i,f the reser¥alieR eeettpiea by the! ~ 

Sec. 8. Minnesota Statutes 1986, section 297.06, subdivision I, is amended 
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to read: 

Subdivision I. [DISTRIBUTOR TO KEEP RECORDS.] Every distributor 
shall keep at each licensed place of business complete and accurate 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 cigarettes 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 iiemized 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 e11e ~ 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 i,nspect 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 the 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, subdivision 2, is amended 
to read: 

Subd. 2. [DISTRIBUTOR TO PRESERVE COPIES OF INVOICES.] Every 
person who 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 
aft<! Eliseo11e1s and shall preserve legible copies of all such invoices for e11e 
~ three years from the date of sale. 

Sec. 10. Minnesota Statutes 1986, section 297 .06, subdivision 3, is 
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. In\ etees ~ '9& evaill¼ele f0f insf)eetieR ey ~ eemmissieeer 
et= at:1t:hori2eEI ctgetHS er em~loyees .. &l ffte retailer's ar sttejobber's rktee ef 
blfsiness. 

At any time during normal business 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 kepi/or this subdivision, and the packages of cigarettes, 



6976 JOURNAL OF THE SENATE [78THDAY 

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 subdivision 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 Statutes 1986, section 297.08, subdivision I, is 
amended to read: 

Subdivision I. [CONTRABAND DEFINED.] The following are declared 
to be contraband: 

(I) All packages which do not have stamps affixed to them as provided 
in sections 297 .0 I 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 cigarettes 
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 w_hich 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 device 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 visibl_e from the front 
of the machine. · 

(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 ·5 ,000 cigarettes 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 dis_tributor upon orders from a manufacturer or distributor, or from 
one distributor to another, the cigarettes are not contraband,' notwithstand­
ing the provisions of clause (I). 

Sec. 13. Minnesota Statutes I 987 Supplement, section 297 .11, subdi­
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 to a 
person carrying for personal use not more than 200 cigarettes when tho_se 
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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 I 0th 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 transporting cigarettes 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 I, is 
amended to read: 

Subdivision I. [FELONY.] (a) Any person violating section 297.11, 
subdivision I, shall be guilty of a felony. 

(b) Any person violating section 297. II, subdivisions 2 or 5 by pos­
sessing, receiving, or transporting more than~ 10,000 cigarettes not 
stamped in accordance with the provisions of sections 297.01 to 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 tobacco 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 taxes 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 wh'en the commissioner has prepared a notice of 
tax assessment and mailed it to the person required to file a return tO the 
post office address given in the return. The record of the mailing is pre­
sumptive evidence of the giving 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 FILING.] For the purposes of this section and section 
297.36, a return filed before the last day prescribed by law for its filing 
is considered filed on the last day. 

Subd. 4. [FRAUD; FAILURE TO FILE.] In the case of a false or fraud­
ulent return with iritent 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 (he 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 bankruptcy 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 alcoholic beverages sold to qualified, approved military 
clubs; 

(6) containers of alcoholic beverages sold to common carriers engaged 
in interstate 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 beverages 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 befi/ed on or before the tenth 
dayfollowing the end of each calend.ar month, regardless of whether or 
not any shipments were made into Minnesota during the previous month. 
A person fai[ing to file this monthly report is subject to the provisions of 
section 297C.14, subdivision 8. 

Sec. 19. Minnesota Statutes I 987 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 whkh 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. 

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: 

(I) 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 naturally fermented or beer naturally brewed in the home 
for family use. 

(4) Malt beverages served by a brewery for on-premise consumption at 
no charge, or distributed to brewery employees for on-premise consumption 
under a labor contract. · 

/5) 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 to 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 transferred between Minnesota wholesalers. 

(8) Sales to a federal agency, that the state of Minnesota is prohibited 
from taxing under the c.onstitution or laws of the United States or under 
the constitution of Minnesota. 

Sec. 21. [297C.17] [COMMON CARRIERS.] 

Com,:non carriers engaged in interstate 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 (l 

formula for the allocation of the total sales of alcoholic beverages between 
states on the basis of passenger miles in each state or some other method 
of allocation if written approval is received from the commissione,:. 

Sec. 22. [REPEALER.] 

Minnesota Statutes 1986, section 297C.03, subdivision 5, is repealed. 

Sec. 23. [EFFECTIVE DATE.] 

Section 5 is effective January I, 1989. The remainder of this article is 
effective July I, 1988. 

ARTICLE 13 

TAX INCREMENT FINANCING 

Section I. Minnesota Statutes I 987 Supplement, section 469. 174, sub­
division 7, is amended to read: 

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 
1 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/or 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 co'sts 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. 

(e) The term·s "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 10, is amended to read: 

Subd. 10. [REDEVELOPMENT DISTRICT.] (a) "Redevelopment dis­
trict" means a type 9f 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 distributed through­
out the district, exists: 

(I) 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 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 iil order to remove such 
existing conditions as: inadequate street layout, incompatible uses or land 
use relationships, overcrowding of buildings on the land, excessive dwelling 
unit density, obsolete buildings not suitable for improvement or conversion, 
or other identified hazards to the health, safety, and general well-being of 
the community; or 

(3) less than 70 percent of the parcels in the district are occupied by 
buildings, streets, utilities, or other improvements, but due to unusual 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 local improvements as described in section 429.021, subdi­
vision I, clauses I to 7, 11 and 12, and 430.0l, if any, exceeds its antic­
ipated fair market value after completion of the preparation. No parcel shall 
be included within a redevelopment dist_rict 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 
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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 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 essen~ial 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 justify 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, • is amended 
by adding 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, 
iitcluding, 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 deveJopment re~ponse 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 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 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 l ,_ is amended to read: 

Subdivision I. [TAX INCREMENT FINANCING PLAN.] A tax incre­
ment financing plan shall contain: 

(I) 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; 

(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 firiancing 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; flfMI. 

(6) -a steteme11:t 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 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 description of studies and analyses used to make 
the determination set forth in subdivision 3, clause (2); and 

(8) identification of all parcels to be included in the district. 

Sec. 6. Minnesota Statutes 1987 Supplement, section 469. I 75, 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 i_s 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 wriuen comments on the proposal and any modification of 
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the proposal 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. +lie €0tlftly auditef shall Bet ee,tify the 0,iginal 
assessed valtte af a <listfiet ru•suant 19 seetioo 469.177, suMivisien l, 
tHttH Ute eetHtty &eftffi ef eommissiesefs h-as fJFeseHted its writteft eemment 
01t the r•eresal 19 the autheril)", e, ;.{) .ia,,,; has f"'Sse<I fffiffl the aate af 
the trans111i1tal by the autha,ity 19 the 99ftffi af the infermatien rega,ding 
tlte f.i.settl ftfte eeeRemie implieations, whieRever eeettFS- .fi.t:s.t.;. Upon adop­
tion of the tax increment financing plan, the authority shall file a copy of 
the plan with the commissioner of e,ie,gy 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: 

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: 

(I) 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 districi, the reasons and supporting facts for the determination 
that the district meets the criteria of section 469.174, subdivision JO, 
paragraph (a), clauses (I) to (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 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 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 I 987 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, inc.rease 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 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 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 I, 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 
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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 necess~ry. 

(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 I. [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, 
shal1 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 a~count 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 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 I, 1982, for tax increment financing districts 
authorized priorto August I, I 979, unless within the three-year period (I) 
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 I, 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 determining the duration limits the waived increment does not constitute 
receipt of increment. 

(ii) For tax increment financing districts created prior to August I, 1979, 
no tax increment shall be paid to the authority after 3G yea,& ff0ff½ ~ 
+;- f-9+9 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 to 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: (]) 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. I I. 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 shall be used in accordance with the tax 
increment financing plan. The revenues shall be used solely for the fol­
lowing purposes: (I) 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. l 34, 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. l 52 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 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 JO, 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 ca.used 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 allocated 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 to 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 IO, or pursuant to other law granting interest reduction 
authority and power by reference to those subdivisions only under the 
following conditions: (I) 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 incremen.ts 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 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 tax increment from any district, whether 
certified before or after August 1, 1979, shall be used for the acquisition, 
construction ftf, renovation, operation, or maintenance of a munieif)e.Hy 
ewfled building to be used primarily and regularly for conducting the 
business of the a municipalitn, 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 ta;< 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 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 
to Qe 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 shalt 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 I, 1979. The subdivision applies to districts created 
before August I, 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 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 
financing plan" when one of the following conditions is met: 

(I) 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 (I) 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 leas_t 60 percent of the captured 
ass.essed value of the district, meet the requirements of this paragraph by 
June I, I 992, all parcels may remain in the district notwithstanding the 
provisions of paragraph ( a). 

(c) In the case of tax increment projects for which certification was 
requested before August I, 1979, and for which a de/eased bond was 
outstanding on April I, 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 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 amoun_t 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 Supplement, 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 shall 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 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 shall 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, 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 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 469.175, 
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 to 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 a11 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 473E] 
(a) Unless the governing body elects pursuant to clause (b) the following 
method of computation shall apply: 

(I) 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 governing body may, by resolution approving the tax increment 
financing plan pursuant to section 469.175, subdivision 3, elect the fol­
lowing method of computation: 

(I) The original 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 asses·sed 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 j>!lft paragraph (b) 
shall be submitted to the county auditor by the authority at the time of the 
request for certification pursuant to subdivision l. 

( c) The method of computation of tax increment applied to a district 
pursuant to elattse 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 
in paragraph (b). 

Sec. 16. Minnesota Statutes 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: 

(I) Subtract the mill rate approved by the voters of the school district 
pursuant to section /24A.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 ( I) by the ratio of the school district's 
actual levy certified pursuant to section /24A.03, subdivision 2, to its 
permitted levy under that section. 

(3) Multiply the result in clause (2) by the retained 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 I of each year. The payment must be 
made by November I of the year in which the property taxes are payable. 

Sec. 17. 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 I, or its notice of district enlargement 
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pursuant to section 469. I 75, 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 
ifflf)Fovemen~s each improvement for which the a building permit was issued-; 
ellelmliRg tl,e assessed •,•alualien 9f imr•e¥emeRIS f<>F whielt a buil<ling 
!'<'fFRit was isstte<I ffitffflg the lh,ee meRlh j>efffid immediately r•eeediHg 
sai<I arrrn•,al of the t<tt< iReFemeRI HRaneiRg j>laH-, BS ee,lified by the 
8:SSC5S0f. 

Sec. 18. Minnesota Statutes 1987 Supplement, section 469 .179, is amended 
to read: 

469. I 79 [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 I, I 979, except: 

(I) 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 ofsections469.174 to 469.178; or 

(3) that any eela•gemenls 61' the geeg•arhie a,ea 61' ftfl ellistieg t<tt< 
ine,emenl Hnaneing ffililfiet subse~uent 18 Augltst-1--, -1--9+9;- shall 1'e aee0FR­

i,ltshed tit aeeenlanee with ftfltl shall Slll,jeet the r•ere•ty added BS a resttlt 
9f the enla,gemenl te the !efFRs ftfltl eendiliens ef seeliens 4ti9.174 ¼e 
4ti9.178 as provided in subdivision 2; or 

(4) that beginRing with ta,ees ra) able tit -1--98(},- section 469 .177, subdi­
vision 3, clause (b ), shall apply to all development districts created pursuant 
to Minnesota Statutes 1978, chapter 472A, or any special law, prior to 
August I, 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 1, 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 to the new 
activity conform to the provisions of sections 469.174 to 469.178 with the 
following exceptions. 

(a) Section 469.175, subdivision 3, paragraphs (J) and (5/, shall not 
apply. Furthermore, the provisions of section 473F.02, 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 latest 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 district No. J. 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' of Lot 1 and all of Lot 2, Block 
3, Olcott 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 Minnesota Statutes, sections 
469.174 to 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 described 
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 with 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 1, 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 effective for expenditures 
after April 1, 1988, except to the extent that the authority had entered 
into a binding contract before Mar.ch 31, 1988, to make expenditures 
prohibited by that section. Section 16 applies 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 to 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 I. Minnesota Statutes 1987 Supplement, section 16A.15, sub­
division 6, is amended to read: 

Subcl. 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 "" Jlt½' -1, +9!,'7-; sltall trnesler le the 1-!get aed €ftsit flew """""" 
aeeount the amot-mt aeeessary te 9ftft-g the tetal- emottH:t, inehidiRg ftftY 
ellistieg balaeee ie the aeeeuet ee htee ;,(}, +9!,'7-; le $25!l,!l!l!l,OO!l shall 
set the reserve .at $300,000,000. The amounts restricted shall remain in 
the account until drawn down under subdivision l or increased under 
section 16A.1541. 

Sec. 2. Minnesota Statutes 1987 Supplement, section l 6A.154 l, 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 iB the fellewieg 0ff!er <If 
prierity: 

fB the areeuet eeeessar,· le redure the preperl)' l!tl< ~ reeegeitiee 
iaereee! HR<ler seettt,e 121.9!l4, subai,isiee 4e, !<t ±4 pereeet; 

~ the rereaieeer (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 eltH,,;e,; fB aed ~ 
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 1 to 3 are effective the day following final enactment. 

ARTICLE 15 

MISCELLANEOUS 

Section I. Minnesota Statutes 1987 Supplement, section 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 H 
31, May H 31, and November H 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 Statutes 1986, section 270. 70, subdivision 1, is amended 
to read: 

Subdivision I. [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 pursuant 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 27 I.OJ, 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, 288,290,290A,291, 292, 
293,294,295,296,297, 297A, 297B, 297C, 297D, 298,299, 299F, 473, 
4 73F, and 4 77 A 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 u·sed in this 
chapter, the term commissioner shall mean the commissioner of revenue, 
unless otherwise specified. 

Sec .. 4. Minnesota 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, pe_rsons 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 return 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, I 989, 6 percent, 

for calendar year 1990, 4c'> 4 percent, 

for calendar year I 991, :. 2 percent, 

fer eeleeElar yea, -1-99;!,- -h5 pereeel, and 

for calendar years beginning after December 31, .-IJW;! 1991, 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 (I) 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; er (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; er (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 ii, this 
state; or (5) all combustible gases and liquid 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 stale. 

Sec. 7. Minnesota Statutes 1986, section 296.01, subdivision 19, is 
amended to read: 

Subd. 19. [BULK PURCHASER.] "Bulk purchaser" 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 er, a licensed motor vehicle, or a train, 
or for use for producing and generating power for propelling a barge 
operated by the person. 

Sec. 8. Minnesota Statutes 1986, section 296.12, subdivision 4, 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 office of the commissioner at St. Paul, 
Minnesota, a report in the following manner: 

(I) 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 excis~ tax due or 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 Juel not used in aircraft, trains, or 
for producing and generating power for propelling barges, or licensed 
motor vehicles, may be allowed in computing tax liability. The report shall 
contain such other information as the commiss-ioner may require. 

(4) In computing the special fuel excise tax due under clauses (I), (2), 
and (3), a deductio11 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: 

(I) Exported or sold for export from the state, other than in the supply 
tank of a motor vehicle e, ef, an aircraft, a train, or for producing and 
generating power for propelling barges; 

(2) $old to the United States government or to any "cost plus a fixed 
fee" contractor employed by the United States government on any national 
defense project; 

(3) Sold to another licensed distributor; 

(4) Destroyed by accident while in the possession of the distributor; 

(5) In error; 

(6) Sold for stor_age 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 permit, 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, subdivision I, is 
amended to read: 
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Subdivision I. [GASOLINE OR SPECIAL FUEL USED IN OTHER 
THAN MOTOR VEHICLES.) Any person who shall buy and use gasoline 
for a qualifying purpose other th.an 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 commissioner 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 fraudulent, 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 
claim contains an error in computation of preparation, the commissioner 
is authorized to adjust the claim in accordance with the evidence shown 
on the claim 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 generatingpower for propelling barges. 
Gasoline or special fuel bought and used for a "qualifying purpose" means: 

(I) Gasoline or special fuel used in carrying on a trade or business, used 
on·a farm situated in Minnesota, .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 special· fuel used for off-highway business use. "Off­
highway business use" means any use by a person in that person's trade, 
business, or activity for the production of income. "Off-highway business 
use" does Dot include use as a fueJ in a motor vehicle which, at the t,ime 
of use, is registered or is required to be registered for highway use under 
the laws of any state or foreign country. 

(3) Gasoline or special fuel placed in the fuel tanks of new motor vehicles, 
manufactured in Minnesota, and shipped by interstate carrier to destinations 
in other states or foreign countries. 

Sec. IL Minnesota Statutes I 986, section 297D.08, is amended to read: 

297D.08 [TAX RATE.] 

A tax is imposed on marijuana and controlled substances as defined in 
section 297D.01 at the following rates: 

0) on each gram of marijuana, or each portion ofa gram, $3.50; and 

(2) on each gram of controlled substance, or portion of a gram, $200; 
or 

(3) on each W ten dosage units of a controlled substance that is not sold 
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by weight, or portion thereof, $¾,-GOO $400. 

Sec. 12. Minnesota Statutes 1987 Supplement, section 298.22, subdi­
vision 1, is amended to read: 

Subdivision I. (I) 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 incompatib1e 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 commission and may not exceed the maximum 
salary set for the commissioner of administration under section 15A.08 I, 
subdivision I. · 

_ (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 !JSe such amounts of the appropriation made to the 
commissioner of revenue 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 to 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 o_f 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 Minneseta ae~elef'!Rent 90ftffi fef 
eOffiJ:l&Fal31e &HHHt 13usiHess 0e1velopfflent leans at tftat time that is three 
percentage points 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 iil this section must be expended only in or for the 
benefit of the tax relief area defined in section 273. I 34, 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 I. [CREATION; PURPOSES.] A fund called the !aconite 
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 !aconite 
environmental protection fund shall be used for the following purposes: 

(a) to initiate investigations into. matters the iron ·range 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 mining 
employees. 

Subd. 2. [ADMINISTRATION,] The tacon.ite environmental protection 
fund shall be administered by the commissioner of the iron range resources 
and rehabilitation board. The commissioner shall by September I of each 
year prepare a list of projects to be funded from the taconite ·environmental 
protection fund, with s.uch supporting information including description of 
the projects, plans, and cost estimates as may be necessary. 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 commissioll 
shall then be transmitted to the governor by November I of each year. By 
December I of each year, the governor shall approve or disapprove, or 
return for further consideration, each iadi¥idual 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 boai-d must be submitted to 
the members of the legislative advisory commission for their review and 
recommendations of further review. If a recommendation is not provided 
within ten 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 to the legislative 
advisory commission for its review and recommendation. Failure or refusal 
of the commission to make a recommendation promptly is a negative 
recommendation. 

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, 
not 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 !aconite 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 
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amount distributed under subdivision 8, and paragraph (b) of this subdi­
vision, must be allocated to the taconite municipal 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 (I) an organized township if, as of January 2, 
1982, more than 75 percent of the assessed valuation of the township 
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. 

(c) The amount allocated under paragraph (b) will be the portion of a 
township's or city's certified levy equal to the proportion of (I) the differ­
ence between 50 percent of January 2, I 982, 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 _slim of its current 
assessed value plus the difference determined in (I), 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 township 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. · 

· Sec. 16, Minnesota Statutes 1986, section 298.75, subdivision 1, is 
amended to read: 

Subdivision I. [DEFINITIONS.] Except as fftftY otherwise l,e provided, 
the fellewieg ""8l'QS-; wheB "6etl Ht definitions in this subdivision apply to 
this section-, sl>all lta¥e the 111eaeiegs hereiR asefihee le the!II. 

fB ( a) "Aggregate material" sl>all meae 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 sl>all 
does not include dimension stone &118, dimension granite, metallurgical 
limestone, and_ dolomite. 

~ (b) "Person" sl>all meae means any individual, firm, partnership, 
corporation, -organization, trustee, associ_ation, or other entity. 

~ (c) "Operator" sl>allmeae means any person engaged in the business 
of removing aggregate material from the surface or 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. 

(4t (d) "Extraction site" sl>all meae means a pit, quarry, or deposit 
containing aggregate material and any contiguous property to the pit, quarry, 
or deposit which is used by the operator for stockpiling the aggregate· 
material. 

~ (e) "Importer" sl>all jlleQfl 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 imported into a county in this state 
which imposes a tax on aggregate material. 

~ (f) "County" sh&H fBeftft means the counties of Stearns, Benton, 
Sherburne, Carver, Scott, Dakota, Le Sueur, Kittson, Marshall, Pennington, 
Red Lake, Polk, Norman, Mahnomen, Clay, Becker, Wilkin, Big Stone, 
Sibley, Hennepin, Washington, 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~ $10,000 . .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 shall 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.] A written multiyearenterprise 
zone tax credit distribution plan submitted under subdivision 5a, 5b, or 
5c, may be amended, provided thilt an initial amendmen't 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, subdivision 2, is 
amended to read: 

Subd. 2. [DISPOSITION OF PROCEEDS.] After reimbursement to the 
department of revenue for c'osts 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 established in section 473.844; and 

(b) one-half of the proceeds must be deposited in the metropolitan landfill 
contingency action fun·d established in section 473.845 .. 

Sec. 20. Minnesota Statutes 1986, section 507 .235, subdivision 1, is 
amended to read: 

Subdivision 1. [FILING REQUIRED.] All contracts for deed executed 
on or after January I, 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 
3 I of the year in whic.h the sale occurred if the vendor's or vendee's failure 
to pay property taxes due in the current year prior to October 15 o.n a 
parcel that was subdivided and classified as class 1, class I b, 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, article XI, section I, is amended to 
read: 

Section I. [DULUTH; BONDS; PURCHASE OF EQUIPMENT.] 
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The Duluth city council may by ordinance provide for the annua_l issuance 
of general obligation bonds in a principal amount not to exceed $2,000,000 
annually fef ¼kree ~ 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 required by the Duluth City Charter, Section 
52. 

Sec. 22. Laws 1982, chapter 523, article XI, section 3, is amended to 
read: 

Sec. 3. [LOCAL APPROVAL.] 

Sections I 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 
l,~1990. 

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 commis·sioner 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, -1-9&+ 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 I, 
1992, $20,000,000 is appropriated from the general fund, ta betakes fFem 
the pFeeeeds sf ffle loeenile eeeupolien to-x impesed un<ler Minneselo &!ill­
tlle&r seelieft 198 . .91, 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
nesota economi_c 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 frnm 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 ~pent only in or for the 
benefit of tax relief areas as defined in Minnesota Statutes, section 273. I 34. 

Sec. 24. [HARDSHIP LOANS.] 

Notwithstanding the limitations on the metropolitan council's authority 
to make hardship loans in Minnesota Statutes, section 473 .167, subdivision 
2a, paragraph (b), the council may make hardship loans until December 
31, 1988, to Washington county to p_urchase homestead property from and 
provide relocation assistance to property owner.s 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 to be used to refund the city's general obligation tax increment bonds 
of 1985. The refunding bonds shall be issued and sold in accordance with 
Minnesota Statute_s, chapter 475. except that: 

( 1) the refunding 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 computing any 
debt limitation applicable to the city; and 

(4) the levy of taxes required 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, section 475 .52, subdivision 1 or 2,429.021, 444.075, or 469. 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 /985, or to the payment of any refunding bonds issued 
pursuant to section 25. 

Sec. 27. [CITY OF HERMANTOWN; PROPERTY TAXES ON LAND 
HELD FOR ECONOMIC DEVELOPMENT.] 

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 I, 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 exeinptionfrom Minnesota 
Statutes, section 272 .OJ, 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 $2,000,000, 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 
from and 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 city hall and county courthouse build­
ing; (ii) 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 St. Paul-Ramsey 
Medical Center under Laws /957, 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 debt servicing 
payment for the retirement of these bonds shall be exempt from all tax levy 
limitations applicable to the county. 

Sec. 31. [APPROPRIATION.] 

$40,750 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 fiscal year 1989 for the purpose 
of administering section 473.843. 

Sec. 32. [TRANSFER.] 

Effective June 1, 1988, $8,500 is transferred from the metropolitan 
landfill abatement fund and $8,500 is transferredfrom 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 /988. 

Sec. 33. [EFFECTIVE DATE.] 
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Sections 1, 2, 5, 11, and 16 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 following final enactment. Sections 
6 to JO 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 .021 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 

Section 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 

(I) a major disaster as determined by the president 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 

(I) 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 th_is 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, 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), (c), 
or (d). 

Sec. 2. Minnesota Statutes 1987 Supplement, section 273. 124, subdi­
vision 8, is amended to read: 
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Subd. 8. [HOMESTEAD OWNED BY FAMILY FARM CORPORATION 
OR PARTNERSHIP.] (a) Each family farm corporation and each partnership 
operating a family farm is entitled to class I b under section 2 7 3 .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 
partnership. 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. 

(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 I b 
property under section 273./3, 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 dwelling 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, subdi­
vision 11, is amended to read: 

Subd. 11. [UMITATION 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 I, class lb under section 273./3, subdivision 22, paragraph (b), 
or class 2a or the value of the first tier of assessment percentages provided 
under section 273.13, subdivision 22, 0f subdivision 23, paragraph (a), or 
subdivision 22, paragraph (b), is entitled to assessment as a homestead 
under section 273.13, subdivision 22 01', 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 dweHing 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, 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 
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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 1 b 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 (I) 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 LB PROPERTY.] 

Any property owner seeking classification and assessment of the owner's 
homestead as class lb property pursuant to section 273.13, subdivision 
22, paragraph (b), clause (2) or (3), shall file with the commissioner of 
revenue for each assessment year a 1 b 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 lb 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 I 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 I a 
listing of the parcels of property qualifying for I b classification. 
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Sec. 6. Minnesota Statutes 1987 Supplement, section 273.37, subdivi­
sion 2, is amended to read: 

. Subd. 2. Transmission lines 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 su_ch 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 !aconite 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 llf!iele ¼; seelieft -h!, 0f subdivision 3f or Laws 1987, 
article 5, section 12, for cities that had a population of less than 5,000 
according to the 1980 census and did.not receive taconite municipal aid 
in 1986, increased by: 

(a) a percentage equal to the percentage growth in the implicit price 
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 nonresideniial 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 levylimit base approved 
at a general or special election held during the 12-month period ending 
September 30 of the levy year, pursuant to section 275.58, subdivisions I 
and 2; and 

(e) 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, subdi­
vision 2a, is amended to read: 



7012 JOURNAL OF THE SENATE [78THDAY 

Subd. 2a. [INCOME.] For purposes of this section, "income" ffleftftS ffle 
Stifft ef ate f:elle•.viag: 

fB ¾lie gfetllef ef fedeflll oEljHsletl gFeSS ~ as tleftftetl ¼ft seetieft ii;! 
ef the h~tefftlll Reve1rt1e teee 8f ~ ftft6 

~ the Wffi ef #te felle'tving amolints_ te the eMeftt ftet inelHded HI elattSe 

fBc 
fij aH Renta,~able ieeome; 

w ¾lie OIHOIIAI 0f" jl!ISsi-Ye oeli·.'il)' Jes,; that ts - tlisollewetl !IS" resltit 
ef seetieft 4e9-, po,og,opl! (it 0f fB ef ¾lie IRIOfROl Revem1e te<le aR<l ¾lie 
efftount ef fl8:Ssive eeti\•it)1 less e&ff)'OYer allo., ed ttfteef seetieft ~ ef 
the !eternal Reveeae teee-;-

fffij aR 01H0HRI e<jHlll le ¾lie lefill ef aRy tlisel!o,ge of qHolifiea fflfflt 
i1ulebte8Aess ef a selWftl iadividual enebuleEl fffiffl gt=eSS fflOOffte tifl6ef 
seetieft ~ ef the IRtemal Revenue ~ 

tt¥1 etlSft ~ assisteaee &fta fel4ef.t 
M &ftf peRsioA er annuity €ieeleEling railroaa retirefftent beRefits, aH 

paymeAts reeeived tifteef the fedeflll Seetal Seeurity Aa, suflplementel 
seettrity ieee me, &ft8- veterans b esefits~, wh-ieh was Bet Oft elusively ft¼ftEled 
ey #te elaiffiant er spottse, et= Wftteft was ftmeed e,~clt1si•rely ~the claim.eat 
8f spease ttft6 Wftteft fl:IR8isg peyftleRts were encluSea ff0ffl feaeflH. aajusted 
gffiOS ~ ffi ffle !l"ftf5 wilett lfte pO)'fflORIS ....,.., fflaGe; 

f¥ij it1terest reeeiveei ff0ffi the fee.efa.l. 8f fl: state go1
,
1emmeRt 8f ~ 

isstntffteRtelity 8f f!Olitieel subdi, isios theFeof; 

f¥ttt WOFkers' SO!ftfJCASBlieA; 

fv-i4tj nonter1:eble ~ 13enefits; 

M ff:te ~ eFHeunts e.f pe)•fflenM FeeeiYeEI tft -tfte ftfttitre e.f Elisabilit) 
~ 8f ~ rt¼f &S a feSU-ff: e.f eeeident, sicl1:ness, 8f ~ e:1isel3ility, 
whether .fu.ReeQ dueugh insuFeAee 8f ethen,rise; 

flit the 0Ftli11a,y illeeffte j>0f!iell ef ft ttlfllj> SIHII tlislfiBHli011 IIAGef seetieft 
~ ef ~ lnteFBel R:e'.'CAUe ~ &ft6 

fJHj eentFiBu.tieHs ffttMle &)'" fft€ eleimeHt ~ tH1 iHe:1ivi8ual retiremeHt aeeeuflt, 
iHelue:1iHg a EfU&Hfied •• eluHtBF)' eJHple)•ee eeHtriButiot1; simplifie8 emi=,loyee 
pet1sien JHftft; self e:fflf)IB)'CEl retireftleRt ~ eash 8f e:1efeffe8 affet1geH1ent 
JHilft tHMler seefieft ~ ef ff½e lnteraal Revenue ~ 8f ElefeffeEl eeHr 

flCAsatieA ~ tHMler seetieft ~ 0f ~ Intemal ReYenue tetie 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 v. ilileHI ,ega,e le lilts seetieft, the franchise tax imposed on 
corporations includes a tax equal to ¾lie - # aRY, ef; 

fB 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, I 986, apportioned to Minnesota under section 290.1.91. 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 federal 
taxable income as modified by sections 290.01, subdivisions I 9c and 19d, 
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 applied. 

~ ffle ftffiBURI sf tax SBffij!UleEI _HR80f lftis eftfljllef wilRBHI ,egaffi le lftis 
section. · 

Sec. II. Minnesota Statutes 1987 Supplement, section 297A.25, sub­
diviSion 3, is amended to read: 

Subd. _3. [MEDICINES; MEDICAL DEVICES.] 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. "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 297 A.44, sub­
division I, is amended to read: 

Subdivision I. (a) Except as provided in paragraphs (b) and (c) all rev­
enues, including interest and penalties, derived froni the excise and use 
taxes imposed by sections 297 A.01 to 297A.44 shall be deposited by the 
commissioner in the state treasury and credited to the 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 agriculturalresource 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 (I) and (2), must be deposited by the commissioner 
of revenue in a separate and special fund, designated as the sporis and 
health club sales tax revenue fund in the state treasury and credited as 
follows: · 

(I) first to the general obligation special tax bond debt service account 
in each fiscal year the amount required by section 31, subdivision 3, para­
graph (b ); and 

(2) after the requirements of paragraph (a) of this section have been met: 

(i) no more than the amounts specifically appropriated to operate and 
maintain facilities.financed under section 8~ subdivision 3; must be credited 
to an· amateur athletic facilities ac.count set up for this purpose;· and 

(ii) the balance must be credited to the general fund. 

Sec. 13. Minnesota Statutes 1987 Supplement, section 473E02, subdi­
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, 4c, and 4d property except resorts and property 
classified under section 273 .13, subdivision 25, paragraph (c), clause (5 ): 

(b) and that portion of class 3a, 3b, and 5 property used exclusively for 
residential occupancy. 

Sec. 14. Minnesota Statutes 1987 Supplement, section 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 eammissianer Bf ea1<eatian wile shall eam~1<le !Re ,eaueea 
~ Je.v.y, a4ter ad-justffleftt ffif the hamestetlB eree4t Feplaeemeat aid fMti4 
pursuant fft seet-ieR 273.1394, the agrie1:tll1:1t=al ereai-t repl&eement ate J'ftffi 
purs1:1ont ta~ 273.1395, _ftfte the ffHt- ease adjusbfleet 1n1rsHant ffi 
seet-ieR 273. 1396. ~ eemmissieeer af eElae~ien shall eeHify tfte aEljusteEI 
,eaueea lftl< ~ ¼0 ffle 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 I. 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, article 6, section 53, is amended to 
read: 

Sec. 53. [REPEALER.] 

Minnesota Statutes 1986, sections~ 124.2131, subdivision 4; 
124.2137; 124.2139; 124A.031, subdivision 4; 273.112, subdivision 9; 
273.115; 273.116; 273.13, subdivisions 26, 27, 28, and 29; 273.1311; 
273.13 I§; 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 
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beginning after December 31, 1986.Section11 is effective for sales after 
May 31, 1987. Section 12 is effective June 12, 1987. 

ARTICLE 17 

ROBBINSDALE SPECIAL SERVICE DISTRICT 

Section I. [CITY OF ROBBINSDALE SPECIAL SERVICE DISTRICT; 
DEFINITIONS.] 

Subdivision 1. [APPLICABILITY.] For purposes of sections I _to JO, 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 ordinarily provided 
throughout the tity 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 value" 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 ihe levies and charges imposed by the 
city on the special service district. Other types 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. 
//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 yea,; then the entire market value of the 
property is subject to a service charge.based on assessed value for purposes 
of sections 1 to JO. 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 public hearing has been held on the question. Notice 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 statement 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 m'ust 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 I. [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 section 469.177. 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 few?! may be imposed. 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: 

(I) a statement that all interested persons will be given an 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; 

( 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 1 to 
JO. . 

Subd. 3. [LEVY LIMIT.] Service charges imposed under sections I to 
JO are not included in the calculation of levies or limits 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 p_rovided in sections 2 and 3. Notice must be served 
in the original district and in the area proposed to 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 to owners, _individuals, and business organizations in the area pro­
posed 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 be spread only upon the assessed 
value of the taxable property describ_e_d 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 JO 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 eve,:y item of cOst from inception to 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 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 ch<irter 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. 

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 requesting 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 I. [NOTICE OF RIGHT TO FILE OBJECTIONS.] Except 
as provided in section JO, the effective date of any ordinance or resolution 
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 lo 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 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 and 
that·a copy of the ordinance or· resolution is on file with the city clerkfor 
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 50 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 charg~ 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 requirements of section 8 and the right of owners and those 
subject to a service cha_rge 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 yeilr 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 following information: 

( 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 maintenance 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 provide that the ma~imum 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 I. [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 the city of Minneapolis. 

Subd. 3. [SPECIAL SERVICES.] "Special services" means the following 
services rendered or contracted for by the city: 

(I) 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, display cases, information booths, 
and banners; 

(5) landscaping, planting, repair, maintenance, and care of trees, shrubs, 
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, 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 se~vice is provided in the special service district. 

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.] ')\ssessed 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 petition 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 bound_ed 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. [NOTICE; HEARING.] Notice of the hearing shall be given by 
publication in twb 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 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 
propertil?S that are tax exempt or subject to 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 
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 473EOB. 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: 

(I) a statement that all interested persons will be given 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. 
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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 undet 
this article. 

Subd. 3. [SERVICE CHARGE ABATEMENT.] An individual or business 
organization subject to the service charge imposed under subdivision -J 
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 to all serviCe charges imp'osed within 
the district after the property becomes a part of the district. On the question 
of enlargement, the veto power provided by section JO 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 prqvided 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, chapter475, 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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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 
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 shal,l 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 assesse_d 
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. II. [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 JO 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 JO includes the 
following information: 

( a) In the case ·of an improvement, 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 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 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. 

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 I. [DEFINITIONS.] 

Subdivision 1. [TERMS DEFINED.) For purposes of sections 1 to JO, 
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, tran_sit 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, sprinkler 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 following 
services rendered or contracted for by the city: 

( a) snow and ice removal; 

(b) sweeping and cleaning of sidewalks, curbs, gutters, streets, and 
alleys; 
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( c) litter. poster. and handbill removal; 

( d) construction, repair, operation, and maintenance of pedestrian malls; 

(e) repair and maintenance of capital improvements constructed with 
funds other than special service district proceeds; 

(f) landscaping, planting, repdir, maintenance, 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 transit; 

(i) inJOrmation 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 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.] 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 12th Street, 
4th Avenue South, East 16th Street, Marquette Avenue South, Grant Street, 
Willow Street, Harmon Place, Interstate Highway94, 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 utility 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 adopted until after a public hearing has been held on 
the question. 

Subd. 2. [CONTRACTORS.] Notwithstanding 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, United States Code, title 21, sections 
2000e to 2000e-17; Minnesota Statutes, section 363.03; and the Minne­
apolis Code of Ordinances, chapters 139 and 141. 
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Subd. 3. [CITY EMPLOYEES.] Job activities for specia[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 I 5 percent of the land area of the proposed district and the 
owners of at least I 5 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 
servJces because of the existence of the district. Prior to establishment of 
a district, the city and the downtown management hoard, 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 year 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 I. [SERVICE CHARGES.] Service charges may be imposed 
by the-city within t_he special service district at a rate or amount sufficient 
to produce the revenues required to provide specia{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 
469.17-7, -or to the distribution or contribution value under Minnesota 
Statutes, section 473F.08. 

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 he 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 opportunity 
to be heard at the hearing regarding a proposed service charge; 

( b) 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 _after com­
pletion of the improvements, the proposed method and source of financing 
the improvements, and the annual cost of operating and maintaining the 
improvements; and 

(c) the nature and character of special services to 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 
1 to 9. 

Subd. 5. [LEVY LIMIT.] Service charges imposed under sections 1 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 (he exception of construction 
under clause (d), must not exceed an amount equal to the funds raised by 
a levy 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 1, 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 
city council action must be mailed to 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 to 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 
year 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 or imposition of service charge for construction of an improve.meni 
speczfied in_ sectiqn 1, subdivision 4, clause (d), under section 3 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 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 
continue 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 I, 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 year after 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 of a district, the effective date of any 
imposition of service charge under section 3 for services specified in 
section 1, 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 duririg the current city 
fiscal yea'r and until a petition meeting the quahficlltions set forth in 1his 
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 1, subdivision 4, with the exception 
of construction under clause (d), for which debt has been incurred prior 
to the filing 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 musi be served in the original district and in any 
area proposed to 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 sl?rvice 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 473F, or any other law 'that 
applies to general ad valorem levies. 

Sec. 7. [DEBT OBLIGATIONS.] 

Subdivision 1. [CERTIFICATES OF INDEBTEDNESS.] Certificates of 
indebtedness may be issued for purposes of any work or service authorized 
pursuant' 10· sections 1 to 9. The certificates shall be payable in not more 
than five years and be issued on. the terms an_d in the mllnner 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 in whole or in part the expense· incurred and estimated 
to be incurred in making a pedestrian mall improvement authorized under 
sections 1 to 9, including every item of cost from inception to 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 more of those sources. The full faith, 
credit, and taxing power of the city may, by resolution adopted prior to 
the sale of obligations, be pledged to assure payment of the principal and 
interest if the proceeds of the levy in the district are insufficient to pay the 
principal 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 3 I 7. The board shall have the power to enter into contracts. 
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 8 
or the powers provided by general or special law relating to the same 
subject. 

Sec. IO. [EFFECTIVE DATE. J 
Sections I 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 I. [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 the following 
sefvices rendered or contracted for by the city: 

(I) 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, fables, telephone booths, 
traffic signs, fire hydrants, newsstands, kiosks, trash receptacles, utility 
connections, marquees, awnings, canopies, display cases, information booths, 
and banners; 

(5) landscaping, planting, repair, maintenance, and care o/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 
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(9) administration,_coordination, studies, and preparation of designs. 

Special services do not include a service that is ordinarily provided 
throughout the city from genera/fund revenues of the city unless an increased 
level of the service is provided in the special service dis.trier. 

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 spec;ial 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 I. [ORDINANCE.] The governing body of the city may 
adopt an ordinance establishing 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: 

(I) 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 
will be given the opportunity to be heard at the hearing. 

Subd. 2. [NOTICE; HEARING.] Notice of the hearing shall be givenby 
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 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 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 
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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 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 
moy 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 
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./77 or to 
the distribution or contribution value under section 473F.08; 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 statement that all interested persons will be given 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 chatacter of special services to be rendered in the district 
during the calendar year. · 

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 fwm 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 
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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 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 taies. 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 tile 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, chapter475, 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.] 

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 a'rticle ·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 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 
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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 I. 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 lea.St 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. I I. [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 JO does not apply to second 
or subsequent years' applications of a service charge that is authorized 
to be in effect for more than one year. An ordinance or resol11tion 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 ad9pted ordinance or resolution pursuant to s_ection JO includes the 
following information: 

(a) In the case of an improvement, the maximum service charge to be 
imposed in any yetir 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 provide that the maximum service 
charge to be imposed in any year will increase or decreasefrom the 
maximum amount authorized in the preceding year based on an indicator 
of increased cost or a percentage amo~nt 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.0I, by adding a subdivision; 64B.24; 
69.03 I, subdivision 3; 168.0ll, subdivisions 4 and 8; 168.012, subdivision 
9; 168.013, subdivision I, and by adding a subdivision; 168.053, subdi­
vision 2; 168.27, subdivision I; 237.075, subdivision 8; 256.72; 256.81; 
256.82, subdivision I; 256.863; 256.871, subdivision 6; 256.935, subdi­
vision I; 256.991; 256B.041, subdivisions 5 and 7; 256B.05, subdivision. 
I; 256B.19, subdivision 2; 256D.03, subdivision 6; 256D.04; 256D.36, 
subdivision I; 270.075, subdivision 2; 270.41; 270.70, subdivision I; 271.01, 
subdivision 5; 273.05, subdivision I; 273.061, subdivision 2; 273.112, 
subdivisions 3 and 6; 273.121; 273.124, subdivisions I 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
division; 290.01, by adding subdivisions; 290.06, by adding a subdivision; 
290.39, by adding a subdivision; 290.50, subdivision 3; 290.931, subdi­
vision I; 290.934, subdivisions I, 3, and by adding a subdivision; 290A.03, 
subdivision 7; 296.01, subdivisions 6 and 19; 296.12, subdivision 4; 296.14, 
subdivision 2; 296.18, subdivision I; 297 .01, by adding a subdivision; 
297.03, subdivision 12, and by adding a subdivision; 297.041, subdivision 
I; 297.06, subdivisions I, 2, 3, and by adding a subdivision; 297.08, 
subdivision I; 297.12, subdivision I; 297.35, by adding a subdivision; 
297A.15, subdivisions I and 5; 297A.16; 297A.17; 297A.21; 297A.25, 
subdivision 5, and by adding subdivisions; 297A.35, subdivision I; 297B.0I, 
subdivision 5; 297C.02, subdivision 4; 297C03, by adding a subdivision; 
297C.07; 297D.08; 298.223; 298.28, subdivision 3; 298.75, subdivision 
I; 303.03; 329.11; 349.12, subdivision 18, and by adding subdivisions; 
349.2121, subdivisions I, 2, 5, and by adding a subdivision; 349.22, 
subdivision I, and by adding subdivisions; 375.192, subdivision I; 387.212; 
39:i.07, subdivision 2; 473.843, subdivision 2; 473E02, by adding a sub­
division; 473E07, subdivisions 4 and 5; 473E08, subdivisions I, 3, 3a, 5, 
and IO; 473E 10; 475.51, subdivision 5; 477A.01 I, subdivisions 3, 3a, and 
by adding subdivisions; 477A.012, by adding a subdivision; 477A.0l3, by 
adding a subdivision; 477A.015; 507.235, subdivision !;Minnesota Stat­
utes 1987 Supplement, sections 16A.15, subdivision 6; 16A. 1541; 60A.15, 
subdivision I; 60E.04, subdivision 4; 69.021, subdivision 5; 69.54; 124.155, 
subdivision 2; 124.2139; 124A.02, subdivision II; 256.01, subdivision 2; 
256B.09I, subdivision 8; 256B.15; 256B.19, subdivision I; 256D,03, sub• 
division 2; 2560.01, subdivision 3; 2560.02, subdivision 4; 2560.04, sub­
division I; 2560.05; 2560.07; 2560.10; 2560.11; 270.485; 272.01, 
subdivision 2; 272.02, subdivision I; 272.115, subdivision 4; 273.061, 
subdivision I; 273.ll02, by adding a subdivision; 273.1195; 273.123, 
subdivisions I, 4, and 5; 273.124, subdivisions 8, ll, and 13; 273.13, 
subdivisions 15a, 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 I; 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, 19c, 19d, 19e, and 20; 290.015, 
subdivisions I, 2, 3, and 4; 290.06, subdivisions 2c, 20, and 21; 290.067, 
subdivisions I and 2a; 290.081; 290.092, subdivisions 3, 4, 5, and by 
adding a subdivision; 290.095, subdivisions I, 2, 3, and by adding a 
subdivision; 290. 10; 290.17, subdivisions 2 and 4; 290.191, subdivisions 
I, 4, 5, 6, and 11; 290.21, subdivisions 3 and 4; 290.34, subdivision 2; 
290.35, subdivision 2; 290.37, subdivision I; 290.371, subdivisions I, 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; 297 A.OJ, snbdivision 3; 297 A.212; 
297 A.25, subdivisions 3 and 11; 297 A.44, subdivision I; 297C.04; 298.01, 
subdivisions 3 and 4; 298.22, subdivision I; 298.2213, subdivision 3; 
299.01, subdivision I; 349.212, subdivisions I 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, subdivisions I, 2, 3, 4, and by adding a subdivision; 
469,176, subdivisions I, 4, 5, and 6; 469.177, subdivisions I, 3, 4, 7, 
and by adding a subdivision; 469.179; 473.446, subdivision I; 473E02, 
subdivision 4; 473E05; 473E06; 473E07, subdivision I; 473E08, subdi­
visions 2, 4, and 6; 475.61, subdivision 3; 477A.012, subdivision I; and 
477A.013, subdivisions I and 2; Laws 1982, chapter 523, article XI, sec­
tions I and 3; Laws 1986, chapt~r 441, section 14; Laws 1987, chapter 
268, article 6, sections 53 and 54; proposing coding 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
division 30; 290.07, subdivisions 3 and 6; 290.11; 290.12; 290.131; 290. 132; 
290.133; 290.134; 290.135; 290.136; 290.138; 290.934, subdivision 4; 
297A.15, subdivision 2; 297C.03, subdivision 5; 298.401; 299,013; and 
477A.Oll, subdivisions 4, 5, 6, 7a, 10, 11, 12, 13, and 14; Minnesota 
Statutes 1987 Supplement, sections 256D.22; 273.1102, subdivision 2; 
273.13, subdivisions 9 and 15a; 273.1394; 273. 1395; 273 .1396; 275 .08 I; 
275.082; 275.125, subdivision 22; 290.077, subdivision I; 290.14; 290.21, 
subdivision 8; 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 Commi\tee on Rules and Administration, to 
which was referred 

H.E No. 1796 for comparison with companion Senate Fi[e, reports the 
following House File was found not identical with companien Senate File 
as follows: 

GENERAL ORDERS CONSENT CALENDAR CALENDAR 
H.E No. S.E No. H.E No. S.E No_ H.E No. S.E No. 

1796 1877 

Pursuant to Rule 49, the Committee on Rules and Administration rec­
ommends_ that H.E No. 1796 be amended as follows: 

Delete all the language after the enacting 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 title 
of S. E No. 1877, the second engrossment. 
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And when so amended H.E No. 1796 will be identical to S.E No. 1877, 
and further recommends that H.E 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 adopted. Report adopted. 

SECOND READING OF SENATE BILLS 

S.E Nos. 1430, 1891 and 2260 were read the second time. 

SECOND 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.E No. 
1838. The motion prevailed. 

Mr. Pogemiller moved that his name be stricken as chief author, and the 
name of Ms. Reichgott be shown as chief author to S.E No. 1964. The 
motion prevailed. · 

Mr. Bertram introduced-

Senate Resolution No. J:H: A Senate resolution commending the Pierz 
Golf Course of Pierz, Minnesota. · 

Referred to the Committee on Rules and Administration. 

Mr. Morse moved . that S. E No. 217 4, No. 26 on General Orders, be 
stricken and re-referred to the Committee on Governmental Operations. 
The motion prevailed. 

Pursuant to Rule 10, Mr. Moe, R.D., Chair of the Committee on Rules 
and Administration, designated H.E No. 2703 a Special Order to be heard 
immediately. 

SPECIAL ORDER 

H.E No. 2703: A bill for an act relating to intoxicating liquor; authorizing 
the city of Bloomington to issue an on'sale intoxicating 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 
Anderson 
Belanger 
Benson 
Berg 
Bernhagen 
Bertram 
Brandl 
Dahl 
Davis 
Decker 
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DeCramer Knutson 
Diessner Kroening 
Frank .Langseth 
Frederick Lantry 
Frederickson, D.J. Larson 
Frederickson, D.R. Luther 
Gustafson Marty 
Hughes McQuaid 
Johnson, D.E. Mehrkens 
Jude Metzen 
Knaak . Moe, D.M. 

Moe, R.D.. 
Morse 
Pehler 
Peterson, D.C. 
Peterson, R. W. 
Piper 
Pogemiller 
Ramstad 
Reichgott 
Renneke 
Samuelson 

So the bill passed and its title was agreed to. 
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Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 

Pursuant to Rule 10, Mr. Moe, 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.E 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. 

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: 

BergJin Luther Merriam Peterson, D. C. Piper 
Brandl Marty Moe, D.M. Peterson, R. W ~pear 
Gustafson 

ThOse who voted in the negative were: 

Adkins Davis Johnson, D.E. McQuaid Renneke 
Anderson Decker Johnson, D.J. Mehrkens Samuelson 
Belanger DeCramer Jude Metzen Schmitz 
Benson Dick.lich Knaak Moe, R.D. Solon 
Berg Diessner Knutson Morse Storm 
Bernhagen Frank Kroening Novak Stumpf 
Bertram Frederick Langseth Pehler Taylor 
Brataas Frederickson, D.l 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.F. No. 1595.as follows: 

Page I, line 27, delete "The salary of' 

Page I, delete line 28 

The question was taken on the adoption of the amendment. 
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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 Stumpf 
Berglin Frank Luther Peterson, D. C. Taylor 
Brandl Freeman Marty Peterson, R. W Waldorf 
Chmielewski Johnson, D.J. Merriam Piper Wegscheid 
Cohen Knaak Moe,-0.M. Pogemiller 
Dahl Langseth Moe, R.D. Spea,-
DeCramer Lantry Mo,se Storm 

Those who voted in the negative were: 
Adkins Davis Gustafson McQuaid Reichgou 
Anderson Decker Johnson, D.E. Mehrkens Renneke 
Benson Diessner Jude Metzen Samuelson 
Bernhagen Frederick Knutson Pehler Schmitz 
Bertmn Frederickson, D.J. Kroening Purfeerst Solon 
Brataas Frederickson, D.R. Lessard Ramstad Vickerman 

The motion prevailed. So the amendment was adopted. 

S.F. 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 follows: 

· Those who voted in the affirmative .were: 
Adkins 
Anderson 
Belanger 
Benson 
Berg 
Bernhagen 
Bertmn 
Brandl 
Brataas 
Chmielewski 
Cohen 
Dahl 

Davis Johnson, D.J. 
Decker Jude 
DeCramer Knaak 
Dicklich Knutson 
Diessner Kroening 
Frank Langseth 
Frederick Lantry 
Frederickson, D.J. Larson 
Frederickson, D.R. Lessard 
Freeman Luther 
Gustafson McQuaid 
Johnson, D.E. Mehrkens 

Those who voted in the negative were: 

Merriam 
Metzen 
Moe,R.D. 
Novak 
Pehler 
Peterson, R. W. 
Piper 
Pogemiller 
Purfeerst 
Ramstad 
Reichgott 
Renneke 

Samuelson 
Schmitz 
Solon 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 

Berglin Marty Moe, D.M. Peterson, D.C. Spear 

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

MOTIONS AND RESOLUTIONS - CONTINUED 

Remaining on the Order of Business of Motions and Resolutions, Mr. 
Moe, R. D. moved that the Senate take up the General Orders Calendar. The 
motion prevailed. 

GENERAL ORDERS 

The Senate resolved itself into a Committee of the Whole, with Mr. 
Chmielewski in the chair. 



7040 JOURNAL OF THE SENATE f78THDAY 

After some time spent therein, the committee aro'Se, and Mr. Chmielewski 
reported that the committee had considered the following: 

H. E Nos. 2029 and 2038, which the committee recommends to pass. 

H.E 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 section 169.67" 

Page I, 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 tA:tek- mobile cranes which may not' exceed 45 feet, unladen 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 permitted 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 (I) 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 semitraile·r is operated only in a combination of vehicles which does 
not exceed an overall length of 65 feet. No single trailer 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 ve1Iicles. 

(c) No semitrailer or trailer used ·in a three-vehicle combination may 
have an overall length, exclusive 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 exclusive 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 I 6, I 984 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 

The motion prevailed. So the amendment was adopted. 

S.E No. 1937, which the committee recommends to pass with the fol-
lowing amendment offered by Mr. Pogemiller: · 

Page 6, line 25, delete "a preponderance of the" and insert "clear and 
convincing" 

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 "pe_rsonal" 

Page 8, line 21, delete", real and personal," 

Page 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 "All" insert "personal" 

Page 8, line. 21, delete ", real and persona/," 

Page 8, line 25, delete "an activity that is" 

Page 8, line 33, delete "acts constituting" 

Second portion: 

Page 6, line 25, delete "a preponderance of the" and insert "clear and 
convincing" 

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 

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. · 

The question was taken on the adoption of the second portion of the 
amendment. The motion prevailed. So the second portion of the amendment 
was adopted. 

On motion of Mr. Moe, R.D., the report 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. 

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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lb; and Minnesota Statutes 1987 Supplement,. sections 296.025, subdivi­
sions 2a and 2b; and 297B.09, subdivision I. 

Mr. Peterson, R.W. moved to amend H.E No. 1749, the second unofficial 
engrossment, as follows: 

Page 4, line I, strike "of" 

Page 4, line 2, delete "$30" 

Page 4, line 12, strike everything after "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 
Berglin Freeman Mehrkens Peterson, D. C. 
Brandl Langseth Merriam Peterson, R. W. 
Chmielewski Lessard Moe, D.M. Piper 
Davis Luther Moe,R.D. Pogemiller 

Those who voted in the negative were: 
Adkins Dahl Johnson, D.E. Metzen 
Anderson Decker Johnson, D.J. Morse 
Belanger DeCramer Jude Novak 
Benson Diessner Knutson Olson 
Berg Frederick Laidig- Purfeerst 
Bernhagen Frederickson, DJ. Lantry Ramstad 
Bertram Frederickson, D.R. Larson Renneke 
Brataas Gustafson McQuaid Samuelson 

Spear 
Taylor 
Vickerman 

Schmitz 
Solon 
Storm 
Stumpf 
Waldorf 

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 I, strike "of" 

Page 4, line 2, delete "$30" 

Page 7, line 19, delete "$30" and insert "$150" 

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 "$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 adoption 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 
Berglin De(:ramer McQuaid 
Brandl Dicklich Merriam 
Chmielewski Freeman Moe, D.M. 
Cohen Luther Moe, R.D. 

Those who voted in the negative were: 
Adkins 
Anderson 
Belanger 
Benson 
Berg 
Bernhagen 
Bertram 
Brataas 

Dahl Johnson, D.J. 
Decker Jude 
Diessner Kriaak 
Frederick Knutson 
Frederickson, D.J. Kroening 
Fred~rickson, D.R. Laidig 
Gustafson Lantry 
Johnson, D.E. Larson 

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

Lessard 
Mehrkens 
Metzen 
Novak 
Olson 
Purfeerst 
Ramstad 
Reichgott 

Pogemiller 
Spea< 
Stumpf 
Taylor 
Waldon 

Renneke 
Samuelson 
Schmitz 
Solon 
Storm 
Vickerman 
Wegscheid 

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

Mr. Mehrkens moved to amend H.E No. 1749, the second unofficial 
engrossment, as follows: 

Pages I to 4, delete sections I an\! 2 

Pages 5 and 6, delete section 4 

Pages 6 to 9, delete sections 7 to II and insert: 

"Sec. 4. Minnesota Statutes 1987 Supplement, section 297B.09, sub­
division I, is amended to read: 

Subdivision I. [GENERAL FUND SHARE.] (a) Money collected and 
received under this chapter must be deposited in the state treasury and 
credited le $e geee,el fiHt<I as follows: 

(]) 65 percent to the general fund; 

(2) 26-114 percent to the highway user tax distribution fund for distri- . 
bution in the same,manner as other money in that fund; and 

(3) 8-314 percent to the transit assistance fund. 

The amounts eelleeled end ,eeeh·ed shell ee credited to the highway user 
tax distribution fund and the transit assistance fund as provided in this 
subdivision, aB<I 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 period. 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. 
H-v,e. J3eFee11t ef the ffttlftey fftttfff he deJJesited ffi the Highway tiSef &:Ht 
distFil:iatieR ftHtEI fHMI 41te fi:ftttsi.t essisteRee fttfttJ fet= e1:119ortiesmee.t as fff'0-
¥ffled tit dtis seetieR. Gf the~· depes_iteEI tHMlef ~ seeHee, ~- percent 
fllltstee eFeaiteEI le $e highway 11se,- distrilmtiee f-t!R<lfef eppefliemeent 
¼ft $e 50flle 1Bee11e, one fef $e 50flle p11rpeses es ether fll08eY ¼ft $el flfflth 
+Re t=efllftieieg ~ 1:JeFeent ef ~ meeey ftKl-St &e ere8ited te tBe ffftftSit 
assis~1lee ffHMl ta t,e apJJreprioteEl.fft .ite eoffimissioReF ef tr-aespoft8Hoe 
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f0f ffaftSi.t essisieeee wi#tta the st-tNe ftft0 t-e the Fegieeal k=aftSff ~ 

(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 I. 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 I, 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 I, for that previous six-month period. If at any time 
during a six-month period in those 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 I 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 II 

Page 9, line 12, delete everything before "are" and insert "Sections I 
to 3" 

Page 9, line 14, delete "9" and insert "4" 

Page 9, delete line 15 

Renumber. the sections in sequen~e and correct the internal references 

Amend the title accordingly 

Tl)e 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 
Beckman 
Belanger 
Benson 
Berg 
Bernhagen 
Bertram 

Brataas Johnson, D.E. 
Davis Jude 
Decker knaak 
Frederick Knutson 
Frederickson, D.J. Kroening 
Frederickson, D.R. Laidig · 
Gustafson Larson 

Those who voted in the negative were: 

Adkins 
Berglin 
Brandl 
Chmielewski 
Cohen 
Dahl 
DeCramer 

Dicklich 
Diessner 
Freeman 
Johnson, D.J. 
Langseth 
Lantry 
Lessard 

Luther 
Marty 
Merriam 
Moe,D.M. 
Moe,'R.D. 
Novak 
Pehler 

McQuaid 
· Mehrkens 
Metzen 
Morse 

· Olson 
Ramstad 
Renneke 

Peterson, _D.C. 
- Peterson, R. W. 

Piper 
Pogemiller 
Purfeerst 
Reichgott 
Solon 

The motion prevailed. So the amendment was adopted. 

Samuelson 
Schmitz 
Storm 
ljlylor 
Vickerman 

Spear 
Stumpf 
Waldorf 
Wegscheid 
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CALL OF THE SENATE 

Mr. Benson imposed a call of the Senate for the balance of the pro­
ceedings on H.E No. 1749. The Sergeant at Arms was instructed to bring 
in the absent members. 

RECONSIDERATION 

Having voted on the prevailing side, Mr. Kroening moved that the vote 
whereby the Mehrkens amendment to H.F. No. 1749 was adopted on March 
29, I 988, be now reconsidered. 

The question was taken on the adoption of the ·motion. 

The roll was called, and there were yeas 43 and nays 22, as follows: 

Those who voted in the affirmative were: 
Adkins 
Berg 
Berglin 
Bertram 
Brandl 
Chmielewski 
Cohen 
Dahl 
Decker 

DeCramer 
Dick.lich 
Diessrier 
Frederickson, D.J. 
Freeman 
Johnson, D.l 
Jude 
Kroening 
Langseth 

Lantry 
Lessard 
Luther 
Marty 
Merriam 
Metzen 
Moe,D.M. 
Moe, R.D. 
Morse 

Those who voted in the negative were: 
Anderson 
Beckman 
Belanger 
Benson 
Bernhagen 

Brataas Johnson, D. E. 
Davis Knaak 
Frederick Knutson 
Frederickson, D.R. Laidig 
Gustafson Larson 

Novak 
Pehler 
Peterson, D. C. 
Peterson, R.W. 
Piper 
Pogemiller 
Purfeerst 
Reichgott 
Samuelson· 

McQuaid 
Mehrkens 
Olson 
Ramstad 
Renneke 

The motion prevailed. So the vote was reconsidered. 

Schmitz 
Solon 
Spear 
Stumpf 
Vickerman 
Waldorf 
Wegscheid 

Storm 
Taylor 

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 
Beckman 
Belanger 
Benson 
Berg 
Bernhagen 
Bertram 

Brataas Johnson, D. E. 
Davis Jude 
Decker Knaak 
Frederick Knutson 
Frederickson, D.J. Laidig 
Frederickson, D.R. Larson 
Gustafson Mc Quaid 

Those who voted in the negative were: 

Adkins 
Berglin 
Brandl 
Chmielewski 
Cohen 
Dahl 
DeCramer 

Dicklich 
Diessner 
Freeman 
Johnson, D.J. 
Kroening 
Langseth 
Lantry 

Lessard 
Luther 
Marty 
Merriam 
Moe, D.M. 
Moe, R.D. 
Novak 

Mehrkens 
Metzen 
Morse 
Olson 
Ramstad 
Renneke 
Schmitz 

Pehler 
Peterson, D. C. 
Peterson, R. W 
Piper 
PogCmiller 
Purfeerst 
Reichgott 

Storm 
Taylor 
Vickerman 

Samuelson 
Solon 
Spear 
Stumpf 
Waldorf 
Wegscheid 

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

Mr. Benson moved to amend H.F. No. 1749, the second unofficial 
engrossment, as follows: 

Page I, after line 19, insert: 
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"Section I. Minnesota Statutes 1987 Supplement, section 41 A.09, sub­
division 5, is amended to read: 

Subd. 5. [EXPIRATION.] This section~ fflly-1-; ;!()00 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, subdivision 7, is 
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 I 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) Jae, t1,e ftse&I '.I""" eft<Hftg ffifte 39, -1-98+, ~ -

fl>, On and after July I, 1987, 20 cents. 

(b) On and after January 1, 1991, JO tents. 

The credit allowed a distributor must not exceed the total tax liability 
under subdivision I. 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 8G 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. l I. Minnesota Statutes I 986, 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 gasoline 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 47 3. 121, on and after January 1, 1991. 

( c) The requirement of paragraph ( a) applies to all statutory and home 
rule charter cities with a population 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 1, 1995." 

Page 8, after line 35, insert: 

"Sec. 14. [RECOMMENDATION OF AN OXYGENATED FUEL.] 



78THDAY] TUESDAY, MARCH 29, 1988 7047 

By January 1, 1989, the commissioners of the departments of agricul­
ture, transportation, and public service, and the pollution control ageflcy 
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 quality in Minnesota and meeting federal 
air quality standards; · 

(2) the impact of federal legislation imposing a requirement that gasoline 
be blended with oxygenated fuel; 

( 3) the possibility of a reduced need for an inspection and maintenance 
program; 

(4) the effect on engine use and we~r of the various oxygenated fuels, 
and the impact of their use on the Warranties of motor vehicles, and other 
gasoline-powered internal combustion en,gines; 

(5) the energy efficiency of the various fuels; 

(6) the physical feasibility of blending the fuels with gasoline; 

(7) the current and potential availability of each oxygenated fuel from 
sources in Minnesota; 

(8) the effect on the highway user tax distribution fund; and 

(9) other relevant matters." 

Page 9, after line 9, insert: 

"Minnesota Statutes 1986, section 296.02, subdivisions 7 and 8, are 
repealed effective January 1; 1993." 

Page 9, line 14, delete "Section 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 accordingly 

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 Dahl Frederickson, D.R. Larson Storm 
Beckman Davis Gustafson Mehrkens Taylor 
Benson Decker Johnson, D.E. 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.l MCQuaid Peterson., D. C. Schmitz 
Brandl Jude Merriam Peterson, R. W. Solon 
Chmielewski Knutson Metzen Piper Spear 
Cohen Kroening Moe,D.M. 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 its 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 affirmative were: 

Berglin 
Bertram 
Brandl 
Chmielewski 
Cohen 
Dahl 
Davis 

DeCramer 
Dicklich 
Diessner 
Freeman 
Johnson, D.l 
Langseth 
Lantry 

Lessard 
Luther 
Marty 
Merriam 
Metzen 
Moe,D.M. 
Moe, RD. 

Those who voted in the negative were: 

Adkins 
Anderson 
Beckman­
Belanger 
Benson 
Berg 
Bernhagen 

Brataas Jude 
Decker KIJ.aak · 
Frederick Knutson 
Frederickson, D.J. Kroening 
Frederickson, D.R. Laidig 
Gustafson Larson 
Johnson, D.E. McQuaid 

Morse 
Novak. 
Peterson, D. C. 
Peterson, R. W 
Piper 
Pogemiller 
Purfeerst 

Mehrkens 
Olson 
Pehler 
Ramstad 
Renneke 
Samuelson 
Storm 

So the bill passed and its title was agreed to. 

RECESS 

Reichgott 
Schmitz 
Solon 
Spear 
Stumpf 
Wegscheid 

Taylor 
Vickerman 
Waldorf 

Mr. Moe, R.D. moved that the Senate do now recess subject to the call 
of the President. The motion prevailed. 

After a brief recess,· the President 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 appointed as a Conference 
Committee on: 

H.E No. 2245: Mr. Peterson, R.W.; Mses. Peterson, D.C.; Reichgott; 
Messrs. DeCramer and Pehler. 

H.E No. 1817: Messrs. Wegscheid, 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 Des.k 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 c_overage 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 I I. 

Reports the same back with the recommendation 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 insert "does" and delete "be" 

Page 6, line 23, delete "construed to" 

Page 6, line 36, delete "during" and insert "at" 

Page 7, lines I 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 353.3_4, subdivision 2." 

Page 15, line 4, strike the comma and insert a period 

Page 15, line 5, strike "provided, however," and delete "that" 

Page I 5, line 7, delete ", and provided further" and insert a period 

Page 15, line 8, delete "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)" 

Page 16, line 18, delete "/4)" and delete "/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, line 4, delete "shall" and insert "must" 

Page 36, lines 23 and 34, delete "8" and insert "7" 

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

H.E No. 1709 was read the second time. 

[78THDAY 

MOTIONS AND RESOLUTIONS - CONTINUIED 

Mr. Moe, R.D. moved that S.E 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.E 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.D. Renneke 
Beckman Decker Kroening Morse Samuelson 
Belanger DeCramer Laidig Novak Schmitz 
Berg Diessner Langseth Olson Solon 
Berglin Frederick Lantry Pehler Spear 
Bernhagen Frederickson, D.l Luther Peterson, D. C. Stumpf 
Bertram Frederickson, D.R. Marty Peterson, R. W Taylor 
Brandl Freeman M_cQuaid 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.E 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.E 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.E No. 1761, No. 45 on General Orders, be 
stricken and re-referred to the Committee 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 from 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. 

Patrick E. Flahaven, Secretary of the Senate 




