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NINETY-THIRD DAY

St. Paul, Minnesota, Monday, April 25, 1988
The Senate met at 3:00 p.m. and was called to order by the President.

CALL OF THE SENATE

Mrs. Lantry 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. Oliver White.

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

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

Chmielewski Hughes McQuaid Purfeerst

Cohen Johnson, DE. . Mehrkens Ramstad

Dahl Johnson, D.1 Merriam Reichgott

The President declared a quorum present.

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

EXECUTIVE AND OFFICIAL COMMUNICATIONS

The following communications were received.

April 20, 1988

The Honorable Jerome M. Hughes
President of the Senate

Dear Sir:

I have the honor of informing you that 1 have received, approved, signed
and deposited in the Office of the Secretary of State, S.E Nos, 1587, 1681,
1749, 1940, 2102, 2203, 2206 and 2402.
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Sincerely,
Rudy Perpich, Governor

April 21, 1988

The Honorable Robert E. Vanasek
Speaker of the House of Representatives

The Honorable Jerome M. Hughes
President of the Senate

1 have the honor to inform you that the following enrotled Acts of the
1988 Session of the State Legislature have been received from the Office
of the Governor and are deposited in the Office of the Seerctary of State
for preservation, pursuant to the State Constitution, Article I'V, Section 23:

S.E H.E Session Laws Date Approved Date Filed

No. No. Chapter No. 19838 1988
1639 563 April 20 April 20
1850 564 April 20 April 20
1980 565 Aprit 20 April 20
2134 566 April 20 April 20
2190 567 April 20 April 20
2232 568 April 20 April 20
2554 569 Aprii 20 April 20
1587 370 April 20 April 20
1681 571 April 20 Aprif 20
1749 572 April 20 April 20
1940 573 April 20 April 20
2102 574 April 20 April 20
2203 575 April 20 April 20
2206 576 April 20 April 20
2402 577 April 20 Aprif 20
1189 Res. No. 11 April 6
2735 Res. No. 12 April 6
974 Res. No. 13 April 6
2376 Res. No. 14 April 6
2525 Res. No. 15 April 13

Sincerely,

Joan Anderson Growe
Secretary of State

April 21, 1988

The Honorable Jerome M. Hughes
President of the Senate

Dear Sir:

I have the honor of informing you that I have received, approved, signed
and deposited in the Office of the Secretary of State, 8.F Nos. 462, 1086,
1388, 1582, 1608, 1610, 1661, 1708, 1727, 2017, 2165, 2217 and 2451.

Sincerely,
Rudy Perpich, Governor
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April 22, 1988

The Honcrable Robert E. Vanasek
Speaker of the House of Representatives

The Honorable Jerome M. Hughes
President of the Senate

I have the honor to inform you that the following enrolled Acts of the
1988 Session of the State Legislature have been received from the Office
of the Governor and are deposited in the Office of the Secretary of State
for preservation, pursuant to the State Constitution, Article I'V, Section 23:

S.E H.E Session Laws Date Approved Date Filed

No. No. Chapter No. 1988 1988
236 578 April 21 April 21
421 579 April 21 April 21
1399 580 Aprii 21 April 21
1790 581 April 21 April 21
1844 582 April 21 April 21
1966 583 April 21 April 21
2036 584 April 21 April 21
2108 585 April 21 April 21
2117 586 April 21 April 21
2185 587 April 21 April 21
2265 588 April 21 April 21
2520 589 April 21 April 21
462 590 April 21 April 21
1086 591 April 21 April 21
1388 592 April 21 April 21
1582 . 593 April 21 April 21
16038 594 April 21 April 21
1610 395 April 21 April 21
1661 596 April 21 April 21
1708 597 April 21 April 21
1727 598 April 21 April 21
2017 599 April 21 April 21
2165 600 April 21 April 21
2217 601 April 21 April 21
2451 602 April 21 April 21

Sincerely,

Joan Anderson Growe
Secretary of State

April 24, 1988

.The Honorable Jerome M. Hughes
President of the Senate

Dear Sir:

I have the honor of informing you that I have received, approved, signed
and deposited in the Office of the Secretary of State, S.F Nos. 203, 1268,
1540, 1652, 1719, 1809, 1955, 2055, 2111, 2119, 2137, 2150, 2214,
2226, 2266 and 2323,

Sincerely,
Rudy Perpich, Governor
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PROTEST AND DISSENT
Mr. President:

I rise on behalf of the Senators listed below and myself under the Con-
stitutional provision of Article 4, Section 11, which allows the “protest
and dissent of members”.

Earlier this Session, the Senate approved the Conference Committee
Report on S.E No. 203,

This past fall the First Bank System was reported to have lost between
$400,000,000 and $600,000,000 on bond speculation. The Wall Street
Journal reported that some senior management had sold their First Bank
stock shortly before this loss was announced. Common sense would tell all
of us that if that bond investment would have been properly put in loans
to Minnesotans, the true role of a commercial bank, the loans would be
paid and the loss would not happen. It’s in the interest of Minnesotans who
look to lenders for loans, and First Bank shareholders generally, that First
Bank management do a better job in this regard. Unfortunately, the Con-
ference Committee Report on S.F No. 203, that we passed earlier today,
nurtures and protects this mismanagement with its certain anti-takeover
provision.

Car]l W. Kroening

Betty Adkins Douglas J. Johnson
Charlie Berg Marilyn Lantry
Linda Berglin Jim Metzen

Chuck Davis - Don Samuelson
Don Frank Bob Schmitz

David J. Frederickson

MOTIONS AND RESOLUTIONS

Remaining on the Order of Business of Motions and Resolutions, without
objection the Senate took up the Special Orders Calendar.

CALL OF THE SENATE

Mr. Frank imposed a call of the Senate for the balance of the proceedings
on H.E No. 2008. The Sergeant at Arms was instructed to bring in the
absent members.

SPECIAL ORDER

H.E No. 2008: A bill for an act relating to elections; clarifying certain
public campaign financing limits; amending Minnesota Statutes 1986, sec-
tion 10A.25, subdivision 10; Minnesota Statutes 1987 Supplement, sections
10A.255, subdivision 1; 10A.32, subdivision 3; repealing Minnesota Stat-
utes 1986, section 10A.32, subdivision 3b.

Mr. Berg moved to amend H.E No. 2008, the unofficial engrossment, as
follows:

Page 1, after line 16, insert:
“Section 1. [10A.065] [CONTRIBUTIONS AND SOLICITATIONS
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DURING LEGISLATIVE SESSION.]

Subdivision 1. [REGISTERED LOBBYIST CONTRIBUTIONS; REG-
ULATION.] A registered lobbyist, political committee, or political fund
may not make a contribution te a candidate for the state legislature or to
the candidate’s principal campaign committee or other political committee

“with a candidate’s name or title other than the principal campaign com-
niittee of that candidate during a regular session of the legisiature,

Subd. 2. [SOLICITATION PROHIBITED.] A candidate for the state leg-
islature or the candidate’s principal campaign committee or other political
committee with a candidate’s name or title other than the principal cam-
paign committee of that candidate may not knowingly solicit a registered
lobbyist, political committee, or political fund for a contribution during
a regular session of the legislature.

Subd. 3. [PENALTY.] A candidate, registered lobbyist, political com-
niittee, or political fund that viclates this section is subject 1o a civil fine
_of up to $600. If the state ethical practices board makes a public finding
that there is probable cause to believe a violation of this section has
occurred, the board shall bring an action, or transmit the finding to a
county attorney who shall bring an action, in the district court of Ramsey
county, to impose a civil fine as prescribed by the board. Fines paid under
this section must be deposited in the general fund in the state treasury.

Subd 4. |[SPECIAL ELECTION.] This section does not apply to can-
didates in a legislative special election.

Subd. 5. [POLITICAL COMMITTEE.] This section does not apply to
a political committee established by a political party as defined in section
10A.27, subdivision 4.

Renumber the sections of arficle 1 in sequence

Amend the title accordingly

The question was taken on the adoption of the amendment.

The roll was called, and there were veas 39 and nays 25, as follows:

Those who voted in the affirmative were:

Anderson Davis Johnson, D.E. Mehrkens Ramstad
Belanger Decker Jude Merriam Reichgott
Benson DeCramer Knaak Moe, D.M. Renneke
Berg Frederick Knutson Moe, R.D. Spear
Bernhagen Frederickson, D.J. Laidig Olsen Storm
Brand! Frederickson, D.R. Lantry Pehler Taylor
Brataas Gustafson Larson Peterson, D.C. Vickerman
Dahl Hughes McQuaid Peterson, R.W.

Those who voted in the negative were:
Adkins Dicklich Kroening Metzen Schmitz
Beckman Diessner Langseth Morse Solon
Berglin Frank Lessard Piper Stumpf
Bertram Freeman Luther Pogemiller Waldorf
Chmielewski Johnson, D.J. Marty Purfeerst Wegscheid

The motion prevailed. So the amendment was adopted.

H.E No. 2008 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.
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The roll was called, and there were yeas 38 and nays 28, as follows:
Those who voted in the affirmative were:

Adkins Davis Jude -+ Mehrkens Reichgott
Beckman .DeCramer Knutson Metzen Schmttz
Belanger Dicklich Kroening Moe, R.D. Solon
Berg Diessner Langseth Morse Spear
Berglin Frank Lantry - Novak Stumpf
Bertram Frederickson, D.J. Lessard Peterson, D.C. Vickerman
Brandl Hughes Luther Piper
Cohen Johnson, DL Marty Pogemiller

Those who voted in the negative were:
Anderson Decker Knaak - Olson Storm
Benson Frederick Laidig Pehler Taylor
Bernhagen Frederickson, D.R. Larson Peterson, RW  Waldorf
Brataas Freeman McQuaid Purfeerst Wegscheid
Chmielewski Gustafson Merriam Ramstad
Dahl Johnson, D.E. Moe, D M. Renncke -

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

SPECIAL ORDER

H.E No. 1941: A bill for an act relating to charitable gambling; increasing
the time period allowed for cities and counties to review license applica-
tions; amending Minnesota Statutes 1986, section 349.213, subd1v1510n 2.

Mirs. Lantry moved to amend H.E No. 1941, as amended pursuant to
Rule 49, adopted by the Senate March 14, 1988, as follows:

(The text of the amended House File is identical to S.E No. 1764.)
Page 2, line 27, delete “money,” '
Page 2, line 28, after “benefit” insert “by an employer”

Page 2, line 29, after “payroll” insert “or pension”

Page 2, line 30, before “charitable” insert “registered combined”
Page 2, line 31, delete “309.50” and insert “309.501”

Page 2, line 32, before the period, insert “ if:

(1) all of the persons el:gzble fo be selected are employed by or renrees
of the employer;

(2) the cost of the property or other reward or benefit distributed and
all costs associated with the distribution are borne by the employer; and

(3) the total amount actually expended by the employer to obtain the
property or other rewards or benefits distributed by the employer during
the calendar year does not exceed $500”

The motion prevailed. So the amendment was adopte(_l;

- Mr. Lessard moved to amend H.E No. 1941, as amended pursuant'to
Rule 49, adopted by the Senate March 14, 1988, as follows:

(The text of the amended House File is identical to S.E No. 1764.)
. Page 1, after line 9, insert:

“Section 1. Minnesota Statutes 1986, section 10A. 01 subdivision 18
is amended to read:
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Subd. 18. “Public official” means any:
(a) member of the legislature;

{b) constitutional officer in the executive branch and the officer’s chief
administrative deputy;

(c) member, chief administrative officer or deputy chief administrative
officer of a state board or commission which has at least one of the following
powers: (i) the power to adopt, amend or repeal rules, or (ii) the power to
adjudicate contested cases or appeals;

(d) commissioner, deputy commissioner or assistant commissioner of
any state department as designated pursuant to section 15.01;

(e) individual employed in the executive branch who is authorized to
adopt, amend or repeal rules or adjudicate contested cases;

(f) executive director of the state board of investment;

{g) executive director of the Indian affairs intertribal board;

(h) commissioner of the iron range resources and rehabilitation board;
(i) director of mediation services;

(j) deputy of any official listed in clauses (e) to (i);

(k) judge of the workers’ compensation court of appeals;

(1) administrative law judge or compensation judge in the state office of
administrative hearings or hearing examiner in the department of jobs and
training;

(m) solicitor general or deputy, assistant or special assistant attorney
general; '

(n) individual employed by the legislature as secretary of the senate,
legislative auditor, chief clerk of the house, revisor of statutes, or researcher
or attorney in the office of senate research, senate counsel, or house research;
OF

{0) member or chief administrative officer of the metropolitan council,
regional transit board, metropolitan transit commission, metropolitan waste
control commission, metropolitan parks and open spaces commission, met-
ropolitan airports commission or metropolitan sports facilities commission;
or

(p) the director, deputy director, and assistant directors of the state lottery
agency.

Sec. 2. Minnesota Statutes 1987 Supplement, section 15A.081, subdi-
vision 1, is amended to read: :

Subdivision 1. The governor shall set the salary rate within the ranges
listed below for positions specified in this subdivision, upon approval of
the legislative commission on employee relations and the legislature as
provided by section 43A.18, subdivisions 2 and 5:

Salary Range
Effective
July 1, 1983

Commissioner of finance; $57,500-$78,500
Commissioner of transportation;
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Commissioner of human services;
Executive director, state board of investment;
Commissioner of revenue;
Director, state lottery agency;
Commissioner of administration; $50,000-$67,500
Commissioner of agriculture;
Commissioner of commerce;
Commissioner of corrections;
Commissioner of jobs and training;
Commissioner of employee relations;
Commissioner of energy and economic
development;
Commissioner of health;
Commissioner of labor and industry;
Commissioner of natural resources;
Commissioner of public safety;
Chair, waste management board;
Chief administrative law judge; office of
administrative hearings;
Director, pollution control agency;
Director, state planning agency,
Executive director, housing finance
agency,
Executive director, public employees
retirement association;
Executive director, teacher’s
retirement association;
Executive director, state retirement
system;
Chair, metropolitan council,
Chair, regional transit board;
Coordinator of full productivity and
opportunity;
Commissioner of human rights; $42,500-$60,000
Director, department of public service;
Commissioner of veterans’ affairs;
Director, bureau of mediation services;
Commissioner, public utilities commission;
Member, transportation regulation board.

Sec. 3. Minnesota Statutes 1986, section 290.92, is amended by adding
a subdivision to read:

Subd. 29. [LOTTERY PRIZES.]| The director of the lottery agency shall
deduct and withhold eight percent of the payment of winnings which are
subject 1o withholding as Minnesola withholding tax. For purposes of this
subdivision, the term “winnings which are subject to withholding” has the
meaning given in section 3402(q)(3) of the Internal Revenue Code of 1986,
as amended through December 31, 1987. For purposes of the provisions
of this section, a payment to any person of winnings which are subject to
withholding must be treated as if the payment was a wage paid by an
employer to an employee. Every individual who is to receive a payment of
winnings which are subject to withholding shall furnish the director of the
lottery agency with a statement, made under the penalties of perjury,
containing the name, address, and social security account number of the
person receiving the payment. The lottery agency is liable for the payment
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of the tax required to be withheld under. this subdivision but is not liable
to any person for the amount of the payment.

Sec. 4, [297A.259] [SALE OF LOTTERY TICKETS.]

The sale of lottery tickets authorized under sections 7 to 19 is exempt
Jfrom the sales and use tax imposed by this chapter.

Sec. 5. Minnesota Statutes 1986, section 340A.410, subdivision 5, is
amended to read:

Subd. 5. [GAMBLING PROHIBITED. ] (a) No retail establishment licensed
to seil alcoholic beverages may keep, possess, or operate, or permit the
keeping, possession, or operation on the licensed premises of dice or any
gambling device as defined in section 349.30, or permit gambling therein
except as provided in this subdivision.

{b) Gambling equipment may be kept or operated and raffles conducted
on licensed premises and adjoining rooms when the use of the gambling
equipment is authorized under chapter 349.

(c) Lottery tickets may be purchased and sold within the licensed prem-
ises as authorized under sections 7 to 19,7

Page 1, after line 20, insert:
“Sec. 7. [349.70] [DEFINITIONS.]

Subdivision 1. [TERMS.] For the purpose of this chapter the terms
defined in this section have the meanings given them.

Subd. 2. [AGENCY.] "Agency” means the state lottery agency.

Subd. 3. [COMMISSION.] “Commission’’ means the Minnesota lottery
commission.

Subd. 4. [IDIRECTOR.] “Director” means the director of the state lottery
agency.

Subd. 5. [LOTTERY.] “Lottery” means a lottery game conducted by the
state lottery agency.

Subd. 6. [LOTTERY AGENT.] “Lottery agent” or “agent” means a
person with whom the state lortery agency has contracted io sell lortery
tickets ro the public.

Subd. 7. [LOTTERY TICKET.] “Lortery ticket” or “ticket” means any
tangible evidence issued to prove participation in a lottery game.

Subd. 8 {LOTTERY VENDOR.] “Lottery vendor” or “vendor” means
a person who has entered into a contract 1o provide equipment, -supplies,
or services for the state lottery agency. A lottery vendor does not include
a lottery agent.

Subd. 9 [MAJOR PROCUREMENT CONTRACT.] “Major procurement
contract” means a contract to provide lottery products, facilities, equip-
ment, computer hardware and software, lottery tickets, advertising, pro-
motional services, and consulting services. Major procurement contracts
do not include contracts to provide annuity or prize payment agreements,
and materials, supplies, equipment, and services common to the ordinary
operations of state agencies.

Sec. 8. [349.71] [LOTTERY COMMISSION.]
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Subdivision I. [ESTABLISHED; MEMBERSHIR] The Minnesota lottery
commission consists of five members who shall be appointed by the gov-
ernor for terms of six years, with the advice and consent of the senate. At
least two members must reside outside the seven-county metropolitan area,
The governor shall designate the chair of the commission.

Subd. 2. [QUALIFICATIONS.} A member of the commission must have
been a resident of Minnesota for at least five consecutive years immediately
prior to appointment.

Subd. 3. [COMPENSATION; REMOVAL; VACANCIES.] The compen-
sation, removal, and filling of vacancies of the commission members is as
provided under section 15.0575.

Subd. 4. [DUTIES.] The commission has the following duties:

(1) to approve a budget for the lottery agency;

(2) to approve vendor contracts entered into by the director;

(3) to adopt rules and game procedures upon recommendation of the
director; and

{4) to approve any agreement entered into by the director to conduct a
Joint lottery with one or more other states.

Sec. 9. [349.72] [LOTTERY AGENCY.]

Subdivision 1. [ESTABLISHED; DIRECTOR.] The state lottery agency
is a state agency under the control of a director. The governor shall appoint
the director of the agency, with the advice and consent of the senate, who
serves at the pleasure of the governor, and is in the unclassified service.
The director must devote full time to the duties of the office and not be
engaged in any other profession or occupation while holding the office.

Subd. 2. [POWERS.] The director has the following powers and duties:

(1) to implement, supervise, and administer a state lottery at the earliest
feasible time to produce the maximum amount of net revenue 1o the state
counsistent with the public interest;

(2) to recommend to the commission rules for the operation and admin-
istration of the lottery;

{3) to recommend to the commission lottery game procedures;

(4) to enter into contracts for the operation and promotion of the lottery
and the supply of necessary goods and services with the approval of the
commission;

(5) to issue subpoenas to compel the attendance of witnesses and the
production of documents, books, records, and other evidence relating to
any investigation relating to the lottery;

(6) to employ and supervise personnel;

{7) to enter into written agreements with one or more states, with the
approval of the commission, for the operation, marketing, and promotion
of a joint lottery,

{8) to prepare a budget for the agency, subject to the approval of the
commission; and

(9) to take all necessary steps to ensure the integrity of the lottery in
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Minnesota.
Sec. 10. [349,73] [EMPLOYEES.]

Subdivision . IDEPUTY AND ASSISTANT DIRECTORS.| The direc-
tor shall appoint one deputy and three assistant directors for security,
marketing, and operations, who shall serve in the unclassified service at
the pleasure of the director. The deputy director shall serve as the acting
director in the director’s absence. The assistant director for security shall
be responsible for ensuring the integrity, honesty, and fairness of the
operation and administration of the lottery, including conducting back-
ground checks of prospective employees of the agency, prospective lottery
agents, and prospective lottery vendors. The assistant director of security
shall have had at least five years® experience in law enforcement or security.

Subd. 2. {OTHER EMPLOYEES.] The director may employ and assign
duties 10 other employees as necessary to administer and operate the
lottery. Professional employees of the agency as defined under section
I79A.03, subdivision 13, must be in the unclassified service, and all other
‘employees must be in the classified service,

Subd. 3. [BACKGROUND CHECKS.] The director shall conduct back-
ground checks on all prospective employees and require all persons employed
by the agency to be fingerprinted. No employee of the lottery agency may
have been convicted of a felony or a crime involving fraud or misrepre-
sentation within five years of starting employment with the lottery agency,
have a felony charge pending, or have been convicted of a gambling-related
offense. The director has access to all criminal history data compiled by
the bureau of criminal apprehension on employees and prospective employ-
ees of the lottery agency.

Subd. 4. [COMPENSATION.] The compensation of all agency employees
is as provided in chapier 43A, except that the director may establish a
merit program for employees subject to chapter 179A.

Subd. 5. [ASSISTANCE.] Other departments or agencies of the state
shall provide reasonable assistance to the lottery agency at the request of
the director. The lottery agency shall make appropriate reimbursement for
all assistance.

Sec. 11. [349.74] [CONFLICT OF INTEREST.]

No member of the commission, the director, or employee of the agency
and no member of their families residing in the same household may:

(1} own more than five percent of the outstanding shares or have g
management interest in a lottery vendor or lottery agent, or

(2) receive a gift, gratuity, or other thing of value, other than food and
beverage, having an aggregate value in excess of $100 in any calendar
year from a lottery vendor or lottery agent.

Sec. 12. [349.75] [LLOTTERY AGENTS.]

Subdivision 1. [CONTRACTS.) The director may enter into contracts
with persons to act as lottery agents to sell tickets for a particular lottery
game with those persons the director determines meet the gualifications
of this section and will serve the public convenience. Before entering into
any contract under this section, the director must consider:

(1) the financial responsibility and security of the applicant as shown
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by, among other things, the applicant’s credit history;
(2) the accessibility to the public of the applicant’s place of business;
(3} the adequacy of existing lottery agents to serve the public convenience;
(4) the volume of expected sales, and

(5) the effect of the applicant becoming a lottery sales agent on the
public health, welfare, and safety.

Subd. 2. [QUALIFICATIONS.} fa} A lottery agent must:
(1) be at least 18 years of age;
(2) be a resident of Minnesota;

(3) have never been convicted of a felony during the previous ten years
in a state or federal couri or have a state or federal felony charge pending;

(4) have never been convicted of a gambling-related offense;

(5) have never been found guilty of a crime involving fraud or misrep-
resentation during the previous ten years; or

(6) not be a member of the family residing in the same household of an
employee of the agency, director, or member of the commission.

An organization, firm, partnership, or corporation that has a stock-
holder who owns more than five percent of the stock of the corporation,
an officer, or director that does not meet the requirements of clauses (3)
to (5) is not eligible 10 be a lottery agent under this section.

(b) The restrictions under this subdivision do not apply to an organi-
zation, partnership, or corporation if the director determines that the
organization, partnership, or corporation has terminated its relationship
with the individuals whose actions directly contributed to the disqualifi-
cation under this subdivision.

Subd. 3. [ON-SALE LIQUOR ESTABLISHMENTS.] The director may
not authorize the sale of lottery tickets within establishments licensed to
sell alcoholic beverages for consumption on the premises that, within the
previous five years of applying to be a lottery agent, have had a licensed
organization conducting lawful gambling on the premises under this chapter.

Subd. 4. [APPLICATION FEE.] The director may charge a nonrefund-
able application fee 1o a person applying to become a lottery agent. A fee
collected under this subdivision must be deposited into the lottery oper-
ations fund.

Subd. 5. ITEMPORARY CONTRACT.] The director may enter into a
temporary contract with a person pending final determination of the per-
son’s qualifications under this section. A temporary contract may not be
for a period greater than 90 days.

Subd. 6. [GOVERNMENT AGENCIES.] A contract may not be entered
into with a department, commission, agency, or instrumentality of the state
or its political subdivisions, but a comtract may be entered into with a
person engaged in nongovernmental business on governmental property.
The lottery agency may sell lottery tickets to the public.

Subd. 7. [BOND.] The director shall require lotiery agents to post a
bond in an amount the director determines is sufficient to protect the
interests of the state before undertaking the sale of lottery tickets. The
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bond is payable to the state and must be conditioned on the agent’s timely
payment of all money due from the sale of lotrery tickets.

Subd. 8. [CRIMINAL HISTORY.] The director may request the assis-
tance of the bureau of criminal apprehension in investigating lottery agenis
and applicants. The director has access to all criminal history data com-
piled by the bureau on lottery agents and applicants.

Subd. 9. [TRANSFERS.] A contract entered into under this section may
not be transferred or assigned.

Subd. 10. [DURATION.] Contracts entered into under this section are
for a period of one year.

Subd. 11. [RECORDS.] A lottery agent shall keep full sets of books of
account, correspondence, and all other records necessary to show fully
the lottery transactions of the agent. The director may require an audir to
be conducted by the agency or an outside auditor approved by the director
of the books of the agent. The costs of any examination, inspection, or
audit may be assessed against the agent. The director may inspect the
premises of an agent and examine the agent’s books and records relating
to the lotrery at any reasonable time without a search warrant.

Subd. 12. [PROCEEDS OF SALES.] All proceeds from the sale of lotiery
tickets received by a lottery agent constitute a trust fund until paid to the
director, The lottery agent is personally liable for all lottery proceeds.

Subd. 13. [RESTRICTIONS.} The sale of lottery tickets by a lotiery
agent is subject to the restrictions in the agent’s contract and must be made
at the location specified in the contract.

Subd. 14. [CERTIFICATE.] The director shall issue each lottery agent
a certificate, which must be conspicuously displayed at the place where
the agent is authorized to sell lottery tickets.

Subd., 15. [AGENT RENTAL PAYMENTS.] If a lottery agent's rental
payments for the business premises are contractually computed, in whole
or in part, on the basis of a percentage of retail sales, and the computation
of retail sales is not explicitly defined to include the sale of lotiery tickets,
the compensation received by the agent from the agency for the sale of
lottery tickets shall be considered the amount of the retail sale for purposes
of computing the rental payments.

Subd. 16. [CONTRACT SUSPENSION, CANCELLATION, AND NON-
RENEWAL.] The director may suspend or cancel or refuse to renew a
contract with a lottery agent for:

(1) failure to account for tickets received or proceeds from the tickets;
(2) failure to comply with bond requirements under this section;
(3) a violation of law, rule, or order of the director;

(4) failure to file a report or keep records as required by this section or
rules of the commission;

(5) fraud, misrepresentation, or conduct detrimental to public confidence
in the lottery;

(6) insufficient sales to justify continuation as a lottery agent;

(7) a material change in any of the factors considered by the director
under subdivisions I and 2; or
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(8) failure to comply with any term in the agent’s contract.

Subd. 17. [LOCAL LICENSES.] No political subdivision may require a
local license to operate as a lottery agent under this section.

Sec. 13. [349.76] [VENDOR CONTRACTS.]

Subdivision I. [AUTHORITY.] The director may contract for the design,
operation, and promotion of the lottery or any part of it, including major
procurement contracts, with the approval of the commission, except that
no contract may provide for the entire management of the lottery or the
entire operation of the lottery by a private entity. The commission may by
rule designate certain classes of contracts, other than major procurement
contracts, which do not require prior approval by the board. The director
may not renew a contract or approve that an option be exercised under a
contract without the approval of the commission. A contract entered into
by the director may not be assigned except with the director’s and com-
mission’s specific written approval.

Subd. 2. [BIDS.] The director shall utilize an open and competitive bid
process which reflects the best interests of the lottery and the state of
Minnesota. In awarding a contract, the director and commission must
consider all relevant factors including price, security, competence, expe-
rience, timely performance, and maximization of net revenues to the state.

Subd. 3. [INVESTIGATION.] Before entering into any major procure-
ment contract the director shall conduct, or request the bureau of criminal
apprehension to conduct, a comprehensive background and financial inves-
tigation of the person or corporation seeking to enter into the coniract,
The director may charge the person or corporation a fee to cover the cost
of the investigation. Any fee collected under this subdivision must be depos-
ited into the lottery operations fund. The director may require any addi-
tional information from a vendor or a potential vendor that is considered
appropriate to preserve the integrity and security of the lottery. The direc-
tor has access to all criminal history data compiled by the bureau of
criminal apprehension on all vendors and potential vendors who have
submitted a bid to the lottery agency.

Subd. 4. [PERSONS INELIGIBLE FOR CONTRACT.] (a) The director
may not enter into a major procurement contract with an applicant that:

(1) has been convicted of a felony in a state or federal court during the
previous ten years or has a state or federal felony charge pending,

(2) has been convicted of a gambling-related offense;

{3) has been found guilty of any crime involving fraud or misrepresen-
tation during the previous ten years; or

(4) has had a license to conduct or participate in any form of legal
gambling revoked or suspended in any jurisdiction,

(k) The director may not enter into a major procurement contract with
an applicant that has a person who owns more than five percent of the
stock in the applicant, a partner, officer, director or a person in ¢ super-
visory or management capacity that does not meet the requirements of
clause (1), (2) or (3} of paragraph (a).

{c) The restrictions under this subdivision do not apply to an applicant
for a major procurement contract if the director determines that the appli-
cant has terminated its relationship with the individuals whose actions
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directly contributed to the disqualification of the applicant under this
subdivision.

Subd. 5. [BOND.] (a) The director shall require securities to be depos-
ited, or a performance bond or a letter of credit 10 be executed by the
person or corporation that is awarded a major procurement coniract in
an amount as determined by the director.

(b) Any securities deposited with the director under this subdivision must
be interest-bearing and limited to:

(1) certificates of deposit issued by a solvent bank or savings association
organized and existing under the laws of this state or under the laws of
the United States and having its principal place of business in this state;

(2) United States bonds, notes, and bills, for which the full faith and
credit of the government of the United States is pledged for the payment
of principal and interest; and

(3) general obligation bonds of any political subdivision of this state,
or corporate bonds of a corporation that is not an affiliate or subsidiary
of the vendor, if the general obligation bonds or corporate bonds are rated
in one of the four highest classifications by an established nationally-
recognized investment rating service.

(c) Any letter of credit executed under this subdivision must provide that:

(1) nothing more than a demand for payment is necessary for payment
and is not conditional on the delivery of any other documents or materials.

(2) the letter of credit is irrevocable and cannot be modified or revoked
without the consent of the director;

(3) the letter of credit cannot expire without notice from the issuer and
the notice must occur at least 60 days before the expiration date of the
letter of credit;

{4) the letter of credit is issued by a bank which is a member of the
federal reserve system which has a long-term debt rating by a recognized
national rating agency of investment grade or better;

(5) the letter of credit is unconditional, is not conditional upon reim-
bursement to the bank or the bank's ability to perfect any lien or security
interest, and does not contain references to any other agreement, document,
or entity,; and

(6} the letter of credit designates the director as beneficiary.

Subd. 6. [EXEMPTION.] Contracts entered into under this section and
section 12 are not subject 10 the provisions of chapter 16B.

Sec. 14. [349.77] [RULES AND GAME PROCEDURES.}

Subdivision 1. [RULES.] The commission shall upon recommendation
of the director adopt rules for the operation and administration of the
lottery. Adoption of lottery rules are not subject to chapter 14. The rules
may include:

{1) the manner of payment of prizes to the holders of winning rickets;
(2) the number and types of locations at which tickets are sold;
{3) the qualifications for lortery agents;
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(4) the procedures for applications for lottery agents;
(5) the investigation of lottery agent applicants;

(6} the compensation of lottery agents;

(7) the deposit of lottery revenue by agents;

{8) the distriburion of lottery tickets;

{9) the manner in which proceeds of ticket sales are mamtamea’ reported,
and otherwise accounted,

(10) procedures necessary to ensure the security and mregn.ry of the
lottery;

{11) procedures for major procurement conitracts, including dtsclosure
requirements for persons submitting bids; and

(12) all other rules deemed necessary for the efficient operation and
administration of the lottery in the public interest.

Subd. 2. [GAME PROCEDURES.] The commission shall upon recom-
mendation of the director adopt lottery game procedures. Adoption of
lortery game procedures are not subject to chapter 14. Lottery game pro-
cedures shall include:

(1) the types of lotieries to be conducted;

(2) the price of tickets;

{3) the number and size of prizes on winning tickets;

(4} the manner of selecting winning tickets; and

(3) the frequency of drawings.

Sec. 15. [349.78] [LOTTERY PRIZES.]

Subdivision 1. [AGREEMENT BY PLAYERS.] A person, by purchasing
a lottery ticket, agrees to be bound by the rules applicable to the particular
lottery game. The player acknowledges that the determination of whether
the player is a valid winner is subject to the rules of the director, claims
procedures established by the director for that lottery game, and any con-

fidential or public validation tests established by the director for that
lottery game.

Subd. 2. [MINIMUM AGE FOR PURCHASE.] A lottery ticket may not
be sold to any person under the age of 18, but a person 18 years of age
or older may make a gift of a lottery ticket 10 a person under the age of
18. The purchaser of a ticket sold in violation of this section is not eligible
to receive a prize won by thar ticket.

Subd. 3. [ASSIGNABILITY.] The right of a person to a lottery prize is
not assignable, except that:

(1) a prize may be paid to the estate of a deceased prize winner; and

{2) a person under an appropriate judicial order may be paid a prize
to which another person is entitled.

Subd. 4. IDISCHARGE OF LIABILITY.] Payment of a prize discharges
the director and the commission of all further liability. No particular prize
in a lottery game may be paid more than once, and if a binding deter-
mination is made that more than one claimant is entitled to a particular
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prize, the sole remedy of the claimants is the award to cach of them an
equal share in the prize,

Subd. 5. [INELIGIBLE PERSONS.] No lottery prize may be paid to a
member of the commission, director, or an employee of 'he agency, or a
member of their families residing in the same household of the member,
director, or employee. No lottery prize may be paid to an ofyicer or employee
of a vendor which at the time the game or drawing was being conducted
was directly involved with providing goods or services to ihe agency under
a major procurement coniract.

Subd. 6. [STOLEN OR FRAUDULENT TICKETS.] Ne prize may be
paid from tickets that are stolen, altered, or fraudulent.

Subd. 7. [PAYMENT BY AGENTS.| Subject to certain conditions spec-
ified by the director, lottery agents may be authorized to pay winners of
certain prizes.

Subd. 8. [INSTALLMENT PAYMENTS.] If the director decides to pay
all or part of a prize in the form of installments over a period of years,
the director shall provide for the payment of all installments by:

(1) entering into a contract with a financially responsible person or firm
or by purchasing an annuity to provide for the payment of the installments;
or

(2) establishing and maintaining as a separate and independent fund
outside the state treasury a reserve account with sufficient funds for the
payment of the installments as they become due.

Subd. 9. [UNCLAIMED PRIZES.] A person may cliim prize money
within 180 days after the drawing or the announced end of the game in
the case of a prize determined in a manner other than by means of a
drawing. If a valid claim is not made for a prize directiy payable by the
agency within 180 days, the unclaimed prize money must be added to prize
pools of subsequent lottery games, and the winner of the prize shall have
no further claim 1o the prize. A prize won by a person wio is ineligible to
be awarded the prize under subdivision 2 or 5 must be treated as an
unclaimed prize under this subdivision.

Sec. 16. [349.79] [LOTTERY ODDS; ADVERTISING.]

Subdivision !. [ODDS.] The director shall include on ecch instant lottery
ticket and all printed advertising a prominent and clear stalement of the
estimated overall chances of winning a prize offered in the loitery game
for which the ticket is offered for sale or to which the advertising material
refers. Each lottery agent must prominently post at or necr the place where
lottery tickets are sold a notice or notices, provided by the director, of the
odds of winning each prize in each game for which the Iottery agent sells
tickets.

Subd. 2. [ADVERTISING.) The direcior may only expend money for
advertising if the purpose is to educate or inform the public concerning:

(1) the type of games to be conducted,
(2) the price of lottery tickets;

(3) the number and size of prizes on winning tickets, including the
winners of lottery prizes;

{4) the manner of selecting winning tickets;
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{5) the manner of payment of prizes;

{6) the frequency of drawings,

(7) the number or type of locations where tickets may be purchased; or
{8) the manner in which the net proceeds from the lottery are to be used.
Sec. 17. [349.80] [LOTTERY FUNDS.]

Subdivision 1. [OPERATIONS ESTABLISHED.] The lottery operations
fund is a separate fund in the state treasury. The fund consists of all money
received by the director from the sale of lottery tickets and all other money
credited or transferred to it by law. The fund is under the control of the
director, and no appropriation is required to permit expenditures and pay-
ment of obligations from it.

Subd. 2. [USE OF MONEY.] (a) Money in the lottery operations fund
may be used only for:

(1) payment of prizes to the holders of winning tickets;

{2) payment of expenses necessary for the operation and administration
of the lottery; and

(3) payments into the lottery revenue fund as required by subdivision 3.

(b} The director shall determine the percentage of money in the lottery
operations fund to be allocated among the above purposes, except that the
percentage allocated for prizes in a fiscal year may not be less than 45
percent of the gross revenues from the sale of lottery tickets, and the
percentage allocated for payment into the lottery revenue fund in a fiscal
vear may not be less than 30 percent of the gross revenues from the sale
of lottery tickets. Money not used for payment of prizes or necessary
expenses must be transferred to the lottery revenue fund.

Subd. 3. [DEPOSIT OF RECEIPTS. ] (a) The director may require lottery
~agenis:

(1) to deposit to the credit of the lottery operations fund, in banks
designated by the director, all money received by the agenr from the sale
of lottery tickets, less money retained as the agent’s commission and for
payment of prizes; and

(2) to file with the director reports of the agent’s receipts and transactions
in ticket sales in a form that the director prescribes.

(b) The director may make arrangements for any person, including a
financial institution, to perform functions, activities, or services in con-
nection with the receipt and disiribution of lottery revenues.

(c) A lottery agent who fails to pay any money due to the director within
30 days of being due shall pay interest on the amount owed ar the rate of
one percent per month or fraction of a month from the date when the money
was due and a penalty at the rate of ten percent of the amount due.

Subd. 4. [INVESTMENT OF FUNDS.] The director with the approval
of the commission shall invest the money in the lottery operations fund to
maximize the return and to assure the continuing availability of money
with which to pay lottery prizes, to pay the expenses of the agency, and
to make authorized transfers of money under subdivision 5. All interest
earned must be credited to the lottery operations fund.
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Subd. 5. [DETERMINATICN OF NET PROCEEDS.] Within 30 days
after the end of each month, the director shall determine he net proceeds
from the lottery for that month. The net proceeds are deteriined by deduct-
ing from gross receipts to the agency for that month:

{1) total prizes paid out in that month;

(2) an amount the director determines to be reasonably required to pay
future prize obligations resulting from lottery drawings in that month; and

(3) payment of expenses necessary for the operation and administration
of the lottery.

Within five days of making the determination of net proceeds, the director
shall deposit the net proceeds into the lottery revenue fund.

Subd. 6. [LOTTERY REVENUE FUND.] (a) The lottery revenue fund
is a fund in the state treasury.

(b) All revenue deposited in the state treasury by the director under
subdivision 5 must be credited to the lottery revenue fund.

{c) Money in the lottery revenue fund is available for appropriation for
uses as designated by the legislarure.

Subd. 7. [AUDIT.] The director shall contract for an annual certified
audit of all accounts and transactions of the agency. The audit must be
conducted by a certified public accountant in accordance with generally
accepted accounting standards. The director shall file a copy of each audit
report of the state lottery with the commission, governor and legislature.

Subd. 8. [REPORTS.] The director shall file an annual report with the
commission, governor, and the legislature. A report must include.a full and
complete statement of lottery revenues, prize disbursemerts, expenses, net
revenues, and other financial rransactions for the time period it covers.

Sec. 18. [349.81] [PROHIBITED ACTS.]
Subdivision 1. [ILLEGAL SALES.] It is unlawful for a person to:
(1) sell a lotrery ticket at a price greater than that fixed by the commission;

(2) sell alottery ticket unless authorized by the director io do so, however,
this does not prohibit lottery tickets from being given as gifts; or

(3) sell a lottery ticket at a place other than that specified in a lottery
agent contract. :

Subd. 2. [ILLEGAL TICKETS.] It is unlawful for a person to:
(1) with intent to defraud, falsely make, alter, or forge a lottery ticket,

(2) claim a lottery prize by means of a counterfeit or altered lottery
ticket; or

(3) conspire, aid, abet, or agree 1o aid another person or persons to
claim a lottery prize by means of an altered or forged ticker.

Subd. 3. [FALSE STATEMENT.] It is unlawful for a person to.

(1) make a false or misleading statement in a book or record required
to be maintained or in a report required to be submitted under this chapter;

(2) willfully refuse to produce for inspection when recuired under this
chapier a book, record, or document required to be maiutained; or
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{3) make a false or misleading statement in information submitted to
the director in an application for a lottery agent or a document related to
a bid.

Subd. 4. [VIOLATION OF RULE.} It is unlawful for a person to violate
a rule adopted by the commission under this chapter.

Subd. 5. [LOTTERY AGENTS AND VENDORS.] A person who is a
lottery agent, or is applying to be a lottery agent, a person applying for
a contract from the agency, or a person under contract with the agency
to supply lottery games, equipment, or services may not pay, give, or make
any cconomic opportunity, gift, loan, gratuity, special discount, favor,
hospitality, or service, excluding food or beverage, having an aggregate
value of over 3100 in any calendar year io a member of the commission,
the director, or employee of the agency, or to a member of the immediate
family residing in the same household of a member of the commission,
director, or employee of the agency.

Sec. 19, [349.82] [PENALTIES.]

Subdivision 1. [GROSS MISDEMEANOR.] A violation of secﬁ'on 18,
subdivision ! or 2, is a gross misdemeanor,

Subd. 2. [MISDEMEANORS.] A violation of any pfow'sion of this chap-
ter for which another penaity is not provided is a misdemeanor.

Sec. 20. Minnesota Statutes 1986, section 541.20, is amended to read:
541.20 [RECOVERY OF MONEY LOST ]

Every person who, by playing at cards, dice, or other game, or by betting
on the hands or sides of such as are gambling. shall lose to any person so
playing or betting any sum of money or any goods, and pays or delivers
the same, or any part thereof, to the winner, may sue for and recover such
money by a civil action, before any court of competent jurisdiction. For
purposes of this section, gambling shall not include pari-mutuel wagering
conducted under a license issued pursuant to chapter 240, or gambling
anthorized under chapter 349 or sections 7 to 19.

Sec. 21. Minnesota Statutes 1986, section 541.21, is amended to read:
541.21 [COMMITMENTS FOR GAMBLING DEBT VOID.]

Every note, bill, bond, mortgage, or other security or conveyance in
which the whole or any part of the consideration shall be for any money
or goods won by gambling or playing at cards, dice, or any other game
whatever, or by betting on the sides or hands of any person gambling, or
for retmbursing or repaying any money knowingly lent or advanced at the
time and place of such gambling or betting, or lent and advanced for any
gambling or betting to any persons so gambling or betting, shall be void
and of no effect as between the parties to the same, and as to all persons
except such as hold or claim under them in good faith, without notice of
the illegality of the consideration of such contract or conveyance, The
provisions of this section shall not apply to pari-mutuel wagering conducted
under a license issued pursuant to chapter 240, or gambling authorized
under sections 7 to 197

Page 2, after line 32, insert:

“Sec. 23. Minnesota Statutes 1986, section 609.75, subdivision 3, is
amended to read:
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Subd. 3. [WHAT ARE NOT BETS.] The following are not bets:

(1) A contract to insure, indemnify, guarantee or otherv/ise compensate
another for a harm or loss sustained, even though the loss depends upon
chance.

(2} A contract for the purchase or sale at a future date of securities or
other commodities.

(3) Offers of purses, prizes or premiums to the actual contestants in any
bona fide contest for the determination of skill, speed, strength, endurance,
or quality or to the bona fide owners of animals or other property entered
in such a contest.

{4) The game of bingo when conducted in compliance with sections
349,11 to 349.23.

(5) A private social bet not part of or incidental to organized, commer-
cialized, or systematic gambling.

(6) The operation of equipment or the conduct of a raffie under sections
349.11 to 349.22, by an organization licensed by the charitable gambling
control board or an organization exempt from licensing under section 349.214.

(7) Pari-mutuel betting on horse racing when the bett ng is conducted
under chapter 240.

{8) The purchase or sale of a lottery ticket when conducted under sec-
tions 7 to 19.

Sec. 24. Minnesota Statutes 1986, section 609.761, is amended to read:
609.761 [OPERATIONS PERMITTED.]

Subdivision 1. [LAWFUL GAMBLING; PARI-MUTUEL HORSE BET-
TING.] Notwithstanding sections 609.755 and 609.76, an organization may
conduct lawful gambling as defined in section 349.12, if juthorized under
chapter 349, and a person may manufacture, sell, or offer fcr sale a gambling
device to an organization authorized under chapter 349 t3 conduct lawful
gambiing, and pari-mutuel betting on horse racing may be conducted under
chapter 240.

Subd. 2. [STATE LOTTERY.] Sections 609.755 and 669.76 do not pro-
hibit the operation of a state lottery or the sale, purcha:e, or possession
of tickets for a state lottery under sections 7 to 19.

Sec. 25. [TRANSITION. ]

Of the members first appointed to the lottery commisrion, one is for a
term expiring June 30, 1990, two are for terms expiring June 30, 1992,
and two are for terms expiring June 30, 1994,

Sec. 26. [APPROPRIATION. ]

Subdivision 1. [LOTTERY ADVANCE.] There is appropriated from the
general fund to the director of the state lottery agency jor deposit in the
state lottery operations fund the sum of $5,000,000. The appropriation is
available until expended.

Subd. 2. [REPAYMENT.| The director shall deposit intc the general fund
from the lottery operations fund a sum sufficient to repay the advance
made under subdivision I with interest by June 30, 1989.

Sec. 27. [EFFECTIVE DATE.]
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Sections I to 5, 7 to 21, and 23 to 26 are effective the day following
final certification of the adoption by the people at the 1988 general election
of an amendment to the Minnesota Constitution which authorizes the state
to conduct a lottery.”

Renumber the sections in sequence
Amend the title as follows:

Page 1, line 4, after the semicolon, insert “authorizing the sale of lottery
tickets; creating a lottery agency and providing for its powers and duties;”

Page 1, line 6, after the semicolon, insert “providing penalties; appro-
priating money;” and after “sections” insert “10A.01, subdivision 18;
290.92, by adding a subdivision; 340A.410, subdivision 5;”

Page 1, delete line 7 and insert *“349.213, subdivision 2; 541.20; 541.21;
609.75, subdivisions 1 and 3; and 609.761; Minnesota Statutes 1987 Sup-
plement, section 15A.081, subdivision 1; proposing coding for new law in
Minnesota Statutes, chapters 297A and 349

Mr. Benson questioned whether the amendment was germane.
The President ruled that the amendment was not germane.

Mr. Dicklich moved to amend H.E No. 1941, as amended pursuant to
Rule 49, adopted by the Senate March 14, 1988, as follows:

(The text of the amended House File is identical to S.F No. 1764.)
Page 1, after line 9, insert:

“Section 1. Minnesota Statutes 1986, section 240.13, is amended by
adding a subdivision to read:

Subd. 6a. {BROADCASTING RACES.] The commission may by rule
allow a class B licensee to broadcast, by television, races conducted on
its premises to the Vermilion Reservation Gaming Facility in Minnesota
owned by the Bois Fort Band of Chippewa Indians.”

Page 2, after line 32, insert:
“Sec. 4. {EFFECTIVE DATE.]

Section 1 is effective the day following final enactment and is repealed
on December 31, 1990.”

Renumber the sections in sequence

Amend the title accordingly

Mrs. Lantry questioned whether the amendment was germane.
The President ruled that the amendment was not germane.

Mr. Pehler moved to amend H.E No. 1941, as amended pursuant to Rule
49, adopted by the Senate March 14, 1988, as follows:

(The text of the amended House File is identical to S.E No. 1764.)
Page 1, after line 9, insert:

“Section 1. Minnesota Statutes 1987 Supplement, section 309.556, is
amended by adding a subdiviston to read:

Subd. 3. [EXEMPTION.] This section does not apply if the solicitation
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is on behalf of an educational foundation organized and operated exclu-
sively for the educational purposes of an educational institution exempt
from registration under section 309.515."

Renumber the sections in sequence

Amend the title accordingly

Mr. Knaak questioned whether the amendment was germane.
The President ruled that the amendment was not germ:ne.

H.E No. 1941 was then progressed.

SPECIAL ORDER

H.E No. 1981: A bill for -an act relating to claims azainst the state;
providing for payment of various claims; appropriating money.

Mr. Johnson, D.E. moved that the amendment made to H.E No. 1981 by
the Committee on Rules and Administration in the report adopted April
5, 1988, pursuant to Rule 49, be stricken.

CALL OF THE SENATE

Mr. Dahl imposed a call of the Senate for the balance of the proceedings
on H.E No. 198l. The Sergeant at Arms was instructed to bring in the
absent members.

The question was taken on the adoption of the motion of Mr. Johnson,
D.E.

The roll was called, and there were yeas 9 and nays 47, as follows:

Those who voted in the affirmative were:

Anderson Bertram Johnson, D.E. Laidig Mehrkens
Bernhagen Davis Jude McQuaid

Those who voted in the negative were:

Adkins DeCramer Knaak Moe, D.M. Reichgott
Beckman Dicklich Knutson Morse Schmitz
Belanger Diessner Kroening Novak Spear
Berg Frank Langseth Olson Storm
Berglin Frederick Lantry Petersen, D.C. Stumpf
Brandl Frederickson, D). Larson Peterson. R.W. Vickerman
Brataas Frederickson, D.R. Lessard Piper Wegscheid
Cohen Freeman Luther Pogemuller

Dahl Hughes Merriam Purfeerst

Decker Johnson, D.J. Metzen Ramstad

The motion did not prevail,

H.F No. 1981 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 (, as follows:

Those who voted in the affirmative were:
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Adkins Dahl Johnson, D.E. Metzen Reichgott
Anderson Davis Johnson, D.J. Moe, D.M. Renneke
Beckman Decker Jude Moe, R.D. Schmitz
Belanger DeCramer Knaak Morse Solon
Benson Dicklich Knutson Novak Spear
Berg Diessner Kroening Olson Storm
Berglin Frank Laidig Pehler Stumpf
Berohagen Frederick L.angseth Peterson, D.C. Taylor
Bertram Frederickson, D). Lantry Peterson, R 'W. Vickerman
Brand] Frederickson, ID.R., Larson Piper Wegscheid
Brataas Freeman McQuaid Pogemiller

Chmielewski Gustafson Mehrkens Purfeerst

Cohen Hughes Merriam Ramstad

So the bill passed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and
Resolutions, the Senate reverted to the Qrder of Business of Messages
From the House.

MESSAGES FROM THE HOUSE
Mr. President:

I have the honor to announce that the House has adopted the recom-
mendation and report of the Conference Committee on Senate File No.
1821, and repassed said bill in accordance with the report of the Committee,
50 adopted.

S.E No. 1821: A bill for an act relating to crimes; police pursuit; requiring
certain driver’s manual information; providing for civil forfeiture of vehicle
used to flee a peace officer; requiring local governments to establish pursuit
procedures and training requirements by October 1, [989; authorizing
peace officer standards and training board to assist local governments in
establishing procedures and training requirements; requiring reporting of
all police pursuits to department of public safety; amending Minnesota
Statutes 1986, sections 171.13, by adding a subdivision; 626.843, sub-
division 1; and 626.845, subdivision 1; Minnesota Statutes 1987 Supple-
ment, section 609.531, subdivision 1; proposing coding for new law in
Minnesota Statutes, chapter 626.

Senate File No. 1821 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 25, 1988

Mr. President:

I have the honor to announce that the House has adopted the recom-

mendation and report of the Conference Committee on Senate File No.

. 1590, and repassed said bill in accordance with the report of the Committee,
so adopted.

S.E No. 1590: A bill for an act relating to transportation; providing that
uniform relocation assistance standards comply with recent amendments
to federal law; authorizing commissioner of transportation to accept gifts
to department; appropriating gift funds to commissicner; exempting lessees
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of highway easement property from tax on its use and possession; providing
that governmental body may file deed conveying partial parcel of land
without current taxes having been paid on whole parcel; repealing con-
flicting provision related to charges for users of air transportation services
provided by the commissioner of transportation; amending Minnesota Stat-
utes 1986, section 161.20, by adding a subdivision; Minnesota Statutes
1987 Supplement, sections 117.52, subdivision 1; 272.01, subdivision 3;
and 272.121; repealing Minnesota Statutes 1986, section 360.015, sub-
division 20.

Senate File No. 1590 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 25, 1988

Mr. President:

1 have the honor to announce that the House has adopted the recom-
mendation and report of the Conference Committee on House File No.
2477, and repassed said bill in accordance with the report of the Committee,
so adopted.

House File No. 2477 is herewith transmitted to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Transmitted April 18, 1988

CONFERENCE COMMITTEE REPORT ON H.F NO. 2477

A bill for an act relating to retirement; local government correctional
service retirement plan; clarifying coverage periods; adjusting member and
employer contribution tates; clarifying annuity calculations for fractional
service; clarifying the duration of initial annuity payments; providing for
the augmentation of deferred annuities; clarifying certain provisions of law
relating to retirement annuities and disability benefits of military affairs
personnel; amending Minnesota Statutes 1987 Supplement, sections 352.85,
subdivisions 1 and 2; 353C.03; 353C.05; 353C.06, subdivisions 3 and 4;
and 353C.07.

April 15, 1988

The Honorable Robert Vanasek
Speaker of the House of Representatives

The Honorable Jerome M. Hughes
President of the Senate

We, the undersigned conferees for H.E No. 2477, report that we have
agreed upon the items in dispute and recommend as follows:

That the Senate recede from its amendment and that H.E No. 2477 be
further amended as follows:

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

Section 1. Minnesota Statutes 1987 Supplement, section 136.82, sub-
division 1, is amended to read:

Subdivision 1. [GENERALLY.) {a) The executive director of the teachers
retirement fund shall redeem shares in the accounts of the Minnesota sup-
plemental retirement investment fund standing in an employee’s share account
record under the following circumstances, but always in accordance with
the laws and rules governing the Minnesota supplemental retirement invest-
ment fund:

€8 (b) The executive director shall redeem shares under this subdivision
when requested to do so in writing on forms provided by the executive
director ef the teachers retirement fund by a person having shares to the
credit of the employee’s share account records if the person 15 age 35 years
of age or older and is no longer employed by the state university board or
state board for community colleges. In such case the person shalt must
receive the cash realized on the redemption of the shares. The person may
direct the redemption of not more than 20 percent of the person’s shares
in the employee’s share account record in any one year and may not direct
more than one redemption in any one calendar month; provided, however,
that the state university board or its designee, in the case of a person
employed by the state university board, and the state board for community
colleges or its designee, in the case of a person employed by the state board
for community colleges, may, upon application, #& at their sole discretion,
permit greater withdrawals in any one year.

2 (¢) The executive director shall redeem shares under this subdivision
when requested to do so in writing, on forms provided by the executive
director of the teachers retirement fund, by a person having shares to the
credit of the employee’s share account records if the person has left employ-
ment by the state university board or state board for community colleges
because of a total and permanent disability as defined in section 354.05,
subdivision 14 and. If the executive director ef the teachers retirement
fund finds that the person is totally and permanently disabled and will as
- a result be unable to return to similar employment, the person shall must
receive the cash realized on the redemption of the shares. The person may
direct the redemption of not more than 20 percent of the shares in the
employee’s share account record in any one year and may not direct more
than one redemption in any one calendar month; provided, however, that
the state university board or its designee, in the case of a person employed
by the state university board, and the state board for community colleges
or its designee, in the case of a person employed by the state board for
community colleges, may, upon application, # ar their sole discretion,
permit greater withdrawals in any one year. If the person returns to good
health, the person shall ewe owes no restitution to the state or any a fund-
ereated established by its laws for a redemption directed pursaant to under
this paragraph.

3 (d) The executive director shall redeem shares under this subdivision
in the event of the death of a person having shares to the credit of the
employee’s share account record and leaving a surviving spouse, thes when
requested to do so in writing, on forms provided by the executive director
of the teachers retifement fund, by the surviving spouse. The surviving
spouse shall must receive the cash realized on the redemption of the shares.
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The surviving spouse may direct the redemption of not more than 20 percent
of the shares in the deceased spouse’s employee’s share account record in
any one year and may not direct more than one redemption in any one
calendar month; provided, however, that the state university board or its
designee, in the case of a person employed by the state university board,
and the state board for community colleges or its designee, in the case of
a person employed by the state board for community colleges, may, upon
application, # at their sole discretion, permit greater withdrawals in any
one year. In that case the surviving spouse shall must receive the cash
realized from the redemption of the shares. Upon the death of the surviving
spouse any shares remaining in the employee’s share account record shalt
must be redeemed by the executive director of the teachers retirement fund
and the cash realized therefrom from the redemption must be distributed
to the estate of the surviving spouse.

4 (e) In the event of the death of a person having shares to the credit
of the employee’s share account record and leaving no surviving spouse,
then the executive director ef the teachers retirement fund shall redeem all
shares to the credit of the employee’s share account record and pay the cash
realized therefrom from the redemption to the estate of the deceased person.

€53 (f) The executive dtrector shall redeem shares under this subdivision
when requested to do so in writing, on forms provided by the executive
director of the teachers retirernent fund, by a person having shares to the
credit of the employee’s share account records if the person is no longer
employed by the state university board or state board for community col-
leges, but does not qualify under the provisions of paragraphs & (b) to
4} (e}. In that case one-half of the cash realized on the redemption of
shares shall must be received by the person and one-half shall become
becomes the property of the supplemental retirement plan account of the
teachers retirement fund. Annually on July 1 the cancellations of the pre-
vious 12 months shall must be prorated among the employees share accounts
in proportion to the value whieh that each account bears to the total value
of all share accounts.

Sec. 2. [EFFECTIVE DATE.]
Section. ! Is effective July. 1, 1988.
ARTICLE 2
HISTORICAL SOCIETY EMPLOYEES

Section 1. Minnesota Statutes 1987 Supplement, section 353.01, sub-
division 2a, is amended to read:

Subd. 2a. (INCLUDED EMPLOYEES.] The following persons are included
in the meaning of “public employee™:

@) (1) elected or appointed officers and employees of elected officers.
£b3 (2) district court reporters.

€e) (3) officers and employees of the public employees retirement
association.

£ (4) employees of the league of Minnesota cities.

e} (5) officers and employees of public hospitalss owned or operated
by, or an integral part of, aﬂ-y a governmental subdivision or governmental
subdivisions.
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€5 (6) employees of a school district who receive separate salaries for
driving their own buses.

€&} (7) employees of the association of Minnesota counties.
£h} (8) employees of the metropolitan intercounty association.
€3 (9) employees of the minnesota Municipal utilities association.

"€ (10) employees of the metropolitan airports commission if employ-
ment initially eemmenees on of commenced after July 3 June 30, 1979,

de (11) employees of the Minneapolis employees retirement fund, if
employment initially eemmmenees on or commenced after July + June 30,
1979. .

& (12) employees of the range association of municipalities and schools.
tm) (13) employees of the soil and water conservation districts.
@} (14) employees of a county historical society who are county employees.

(e} (15) employees of a county historical society located in the county
whom the county, at its option, certifies to the executive director to be
county employees for purposes of retirement coverage under this chapter,
which status must be accorded to all similarly situated county historical
society employees and, once established, must continue as long as a person
is an employee of the county historical society and is not excluded under
subdivision 2b.

{16} employees of an economic development authority created under
sections 458C.01 to 458C.23.

£} (17) employees of the department of military affairs of the state of
Minnesota who are full-time firefighters.

Sec. 2. Minnesota Statutes 1986, section 471.61, subdivision 1, is amended
to read:

Subdivision 1. [OFFICERS, EMPLOYEES.] A#ny A county, municipal
corporation, town, school district, county extension committee, other polit-
ical subdivision or other body corporate and politic of this state, other than
the state or any department thereof of the state, through its governing body,
and any two or more subdivisions acting jointly through their governing
bodies, may insure or protect its or their officers and employees, and their
dependents, or any class or classes thereof of officers, employees, or depen-
dents, under a policy or policiess or contract or contracts of group insurance
or benefits covering life, health, and accident, in the case of employees,
and medical and surgical benefits; and hospitalization insurance or benefitss
for both employees and dependents; or dependents of an employee whose
death was due to causes arising out of and in the course of employment,
or any onec or more of seeh those forms of insurance or protection. Asy
sueh A governmental unit, including county extension committees and those
paying their employees, may pay all or any part of the premiums or charges
on sueh the insurance or protection. Asy suek A payment shal be /s deemed
to be additional compensation paid to sach the officers or employees, but
for purposes of determining contributions or benefits under ary a public
pension or retirement system it shall is not be deemed to be additional
compensation. A#y One or more of sweh governmental units may determine
that a person is an officer or employee if such efficer of employee the
person receives income from sueh the governmental subdivisions without
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regard to the manner of election or appointment, including but not limited
to employees of county historical societies that receive funding from the
county. The appropriate officer of sueh the governmental unit, or those
disbursing county extension funds, shall deduct from the salary or wages
of each officer and employee who elects to become insured or so protected,
on the officer’s or employee’s written order, all or part of the officer’s or
employee’s share of sach premiums or charges and remit the same share
or portion to the insurer or company issuing sueh the policy or contract.

ARy A governmental unit, other than a school district, whieh thar pays
all or aay part of sueh the premiums or charges is autherized to levy and
collect a tax, if necessary, in the next annual tax levy for the purpose of
providing the necessary funds money for the payment of sueh the premiums
or charges, and sweh the sums se levied and appropriated shal are not, in
the event sueh the sum exceeds the maximum sem allowed by any law or
the charter of a municipal corporation, be considered part of the cost of
government of sueh the governmental unit as defined in any tax levy or
per capita expenditure limitation; provided at least 50 percent of the cost
of benefits on dependents shall must be contributed by the employee or be
paid by levies within existing per capita tax limitations.

The word “dependents” as used kerein shall mean in this subdivision
means spouse and minor unmarried children under the age of 18 years
actually dependent upon the employee.

ARTICLE 3
PURCHASES OF PRIOR SERVICE AND RELATED PROVISIONS
Section 1. [PURCHASES OF PRIOR SERVICE.]

Subdivision 1. [ELIGIBILITY.] The following persons are eligible to
purchase credit for the specified period or periods of prior service from
the indicated retirement fund:

(1) from the public employees retirement association, a person whose
employment with the city of Hibbing began in June 1971, but for whom
no salary deductions were taken until June 1973, for the period for which
the deductions were omitted;

(2) from the public employees retirement association, a person who is
currently a state emplovee and who has prior service as an employee of
the Fond du Lac Indian reservation from July 2, 1973, to December 29,
1980, for that period of employment by the Fond du Lac Indian reservation
for which the person has not previously received service credit;

(3) from the general state employees retirement fund of the Minnesota
state retirement system, a permanent employee of the metropolitan sports
facilities commission who was an employee of the metropolitan sports
facilities commission on May 17, 1977, and who was born on January 10,
1930, and began employment by the commission in 1956 or who was born
on November 14, 1937, and began employment by the commission in 1961,
and who did not exercise an option to purchase the prior service under
Minnesota Statutes, section 473.565, subdivision 3 or 4, for that period
of direct or indirect employment by the commission for which the person
has not previously received service credit;

(4) from the teachers retirement association, a member who rendered
teaching service, as defined in Minnesota Statutes, section 354.05, before
July 1, 1957, and who did not make contributions for the service because
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of the limited or permanent exempt status of the person and optional
membership, for that period of teaching service for which the person has
not previously received service credit;

(5} from the public employees retirement association, a person employed
by a public hospital as defined in Minnesota Statutes, section 355.71,
subdivision 3, who exercised an option under Laws 1963, chapter 793,
section 3, subdivision 5, between July 1, 1963, and June 30, 1967, 10
terminate membership in the coordinated program of the public employees
retirement association and who elects to resume public employees retire-
ment association coordinated program membership under article 5, section
40, for all or a portion of the period between the person’s termination of
membership and the election to resume membership;

(6) from the teachers retirement association, notwithstanding any other
law, a person who is currently a member of the teachers retirement asso-
ciation and who taught at the University of Minnesota - southern school
of agriculture as a certified science teacher from October 1, 1957, through
March 31, 1959, for the period taught at that school, provided the purchase
is initiated before January I, 1989 and

(7} from the public employees retirement association, a person who was
elected clerk of court for Fillmore county from 1969 to 1976, who was
appointed court administrator for Fillmore county in January 1977, who
was discovered in 1985 to have not had appropriate member and employer
contributions made on behalf of the person, and who retired March 1,
1988, for the period during calendar years 1979, 1980, and 1981 for which
contributions were omitted, subject to approval by the board of commis-
sioners of Fillmore county and compliance with section 645.021.

Subd, 2. [PURCHASE PAYMENT AMOQUNT.] For a person eligible to
purchase credit for prior service under subdivision 1, there must be paid
to the retivement fund of which the person is a member an amount equal
to the present value, on the date of payment, of the amount of the additional
retirement annuity that would be obtained by virtue of the purchase of the
additional service credit, using the applicable preretirement interest rate
specified in Minnesota Statutes, section 356.215, subdivision 4d, and the
mortality table adopted for the retirement fund and assuming continuous
future service in the retirement fund until, and retirement at, the age at
which the minimum requirements of the retirement association for normal
retirement or retirement with an annuity unreduced for retirement at an
early age, including Minnesota Statutes, section 356.30, are met with the
additional service credit purchased, and also assuming a future salary
history that includes annual salary increases at the applicable salary
increase rate specified in Minnesota Statutes, section 356.215, subdivision
4d. The person requesting the purchase of prior service shall establish in
the records of the retirement fund proof of the service for which the purchase
of prior service is requested. The manner of the proof of service must be
in accordance with procedures prescribed by the executive director of the
retirement fund.

Subd. 3. [PAYMENT; CREDITING SERVICE.] Payment must be made
in one lump sum, unless the executive director of the retirement fund agrees
to accept payment in installments over a period not 10 exceed three years
from the date of the agreement, with interest at a rate deemed appropriate
by the executive director. The period of allowable service may be credited
to the account of the person only after receipt of full payment by the



8308 JOURNAL OF THE SENATE [93RD DAY

executive director

Subd. 4. [OPTIONAL EMPLOYER PARTIAL PAYMENT.] Payment must
be made by the person entitled 10 purchase prior service. However, the
current or former employer of a person specified in subdivision I, clause
(1). (2), (4), (5). (6), or (7) may, at its discretion, and the metropolitan
sports facilities commission for a person specified in subdivision I, clause
(3), shall pay all or any portion of the payment amount that exceeds an
amount equal to the employee contribution rates in effect for the retirement
fund during the period or periods of prior service applied to the actual
salary rates in effect during the period or periods of prior service, plus
interest at the rate of six percent a year compounded annually from the
date on which the contributions would otherwise have been made to the
date on which the payment is made.

Sec. 2. [EFFECTIVE DATE.]
Section I is effective the day following final enactment.
ARTICLE 4
TRANSIT COMMISSION EMPLOYEES

Section 1. Minnesota Statutes 1986, section 473.418, is amended to
read:

473.418 [DISABILITY AND SURVIVORSHIP COVERAGE.]

From and after the effective date of Laws 1978, chapter 538, the met-
ropolitan transit commission shall provide for all active employees of the
transit operating division of the metropolitan transit commission disability
and survivorship coverage which, when added to the disability benefit or
the survivorship benefit payable from the Minnesota state retirement system
pursuant to sections 352.113 or 352.12, subdivision 2, will at least equal
the disability benefit or the survivorship benefit which that employee at
the time of disability or the employee’s surviving spouse at the time of the
death of the employee while on active duty would have been entitled to
receive under the disability benefit or survivor of active employee deceased
while on active duty benefit provisions of the metropolitan transit com-
misston-transit operating division employees retirement fund plan docu-
ment in effect on December 31, 1977. The metropolitan transit commission
shall not be required to provide any supplementary disability benefit cov-
erage or benefit amount to replace the amount of any reduction in any
disability payable from the Minnesota state retirement system due to the
receipt of benefits under the workers’ compensation law unless no offset
of the amount of workers’ compensation benefits from the amount of a
disability benefit was required pursuant to the provisions of article 10 of
the metropolitan transit commission-transit operating division employees
retirement fund plan document in effect on December 31, 1977. The met-
ropolitan transit commission may elect to provide the additional disability
and survivorship coverage either through contract with an insurance carrier
or through self insurance. If the commission elects to provide the coverage
through an insurance contract, the chair of the metropalitan transit com-
mission is authorized to request bids from, or to negotiate with, insurance
carriers and to enter into contracts with carriers which in the judgment of
the commission are best qualified to underwrite and service this insurance
benefit coverage. The commission shall consider factors such as the cost
of the contracts as well as the service capabilities, character, financial
position and reputation with respect to carriers under consideration, as well
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as any other factors which the commission deems appropriate. The dis-
ability and survivorship insurance contract with the particular insurance
carrier shall be for a uniform term of at least one year, but may be made
automatically renewable from term to term in absence of notice of termi-
nation by either party. The disability and survivorship insurance contract
shall contain a detailed statement of benefits offered, maximums, limita-
iions and exclusions. A summary description of the essential terms of the
contract shall be provided by the commission to the labor organization
which is the exclusive bargaining agent representing employees of the
transit operating division of the metropolitan transit commisston and to
each active employee of the transit operating division. The determination
of whether the disability or survivorship insurance coverage meets the
minimum requirements of this section shall be made by the commission
upon consultation with the executive director of the Minnesota state retire-
ment system. If the disability or survivorship coverage provided by the
metropolitan transit commission fails at any time after the effective date
of Laws 1978, chapter 538 to meet the requirements of this section as to
the level of disability or survivorship coverage to be provided, the deficiency
in the actual benefits provided shall continue to be an obligation of the
commission. Notwithstanding any provisions of chapter 179 to the contrary,
the labor organization which is the exclusive bargaining agent representing
employees of the transit operating division of the metropolitan transit com-
mission may meet and bargain with the commission on an increase in the
level of disability or survivor of active employee deceased while on active
duty coverage to be provided by the commission at the same time that
wages and other terms and conditions of employment are considered. This
section does not apply io employees hired after December 31, 1977.

Sec. 2. [APPLICATION.]

Section I applies in the counties of Anoka, Carver, Dakota, Hennepin,
Ramsey, Scott, and Washington.

ARTICLE 5
PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Section 1. Minnesota Statutes 1987 Supplement, section 353.01, sub-
division 2b, is amended to read:

Subd. 2b. [EXCLUDED EMPLOYEES.] (a) The following persons are
excluded from the meaning of “public employee”:

£a} (1} persons employed for professional services where suek the service
is incidental to regular professional duties- Sepvice is incidental i, deter-
mined on the basis that compensation for i the service amounts to no more
than 25 percent of a the person’s total annual gross earnings for all profes-
sional duties-;

) (2) election officers:,
e} (3) independent contractors and their employees-;

tdy (4) patient and inmate help in governmental subdivision charitable,
penal, and correctional institutions=;

£} {5) members of boards, commissions, bands, and others who serve
the governmental subdivision intermittentiy-,

) (6) employees whe held pesitions of an essentially temporery o
seasonal character; provided sueh employment does not continue for a



8310 JOURNAL OF THE SENATE [93RD DAY

peﬂedme*eesseﬂ%gwefkmgd&ysmaﬂyea}eﬂdafyeﬂfeﬂﬂaﬂyseheel
year for school employees: Immediately following the expiration of such
120 wozking days if such employees continue in public service and earn
in excess of $325 in any one calendar month; the department heads must.
then report all such employees for membership and must cause employee
contrbutiens to be made on behalf of such employees in accordance with
seetion 353-27; subdivision 45 and they shall remain members until ter
mination of public services whose employment is not expected to continue
for a period longer than six consecutive months;

&} (7) part-time employees who receive monthly compensation from a
governmental subdivision not exceeding $325 $425, and part-time employ-
ees and elected officials whose annual compensation from a governmental
subdivision is stipulated in advance, in writing, to be not more than $3:909
$5,100 per calendar year or per school year for school employees for
employment expected to be of a full year’s duration or more than the prorated
portion of $3-900 $5, 100 per employment period for employment expected
to be of less than a full year’s duration, except that members shatl continue
their membership until termination of public service=;

é (8) persons who first occupy an elected office after Mureh +; 1978
July 1, 1988, the compensation for which does not exceed $325 3425 per
month=;

&) (9) emergency employees who are employed by reason of work caused
by fire, flood, storm, or similar disaster-,

& (10) employees who by virtue of their employment as an officer or
employee of a governmental subdivision are required by law to be a member
of and to contribute to any of the plans or funds administered by the state
employees retirement fund system, the teachers retirement fund, the state
patrol retirement fund, the Duluth teachers retirement fund association, the
Minneapolis teachers retirement fund association, the St. Paul teachers
retirement fund association, the Minneapolis empioyees retirement fund,
the Minnesota state retirement system correctional officers retirement plan,
or any police or firefighters relief association governed by section 69.77
which that has not consolidated with the public employees police and fire
fund and for which the employee has not elected coverage by the public
employees police and fire fund benefit plan as provided in sections 353A.01
to 353A.10, other than as an act of the legislature has specifically enabled
participation by employees of a designated governmental subdivision in a
plan supplemental to the public employees retirement association- Fhis

&e) (11) police matrons employed in a police department of as¥y a city
who are transferred to the jurisdiction of a joint city and county detention
and corrections authority=;

€ (12) persons who are excluded from coverage under the federal old
age, survivors, disability, and health insurance program for the performance
of service as specified in United States Code, title 42, section 410(a) (8)
(A), as amended through January 1, 1987-;

¢mx} (13) full-time students who are enrolled and are regularly attending
classes at an accredited school, college, or university; provided; ae person
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and who are not employed full time by a governmental subdivision shall
be exempt vider this paragraph-;

&) (14) resident physicians, medical interns, and pharmacist interns who
are serving in public hospitals-;

fe) (15) appointed or elected officers, paid entirely on a fee basis, and
who were not members on June 30, 1971~

{p) Nothing in Laws 1973 chapter 753 shall be interpreted to impait or
(q) Town; city; of county assessors elecied of appointed pursuant to

to be paid and the length of service; not to exceed three months in duration;
required for the performance of the contract and which was entered into
in advance of the commencement of employment:

£ (16) persons holding a part-time adult supplementary vocational tech-
nical school license who render part-time teaching service in a vocational
technical school if €3 the service is incidental to the person’s regular
nonteaching occupation; and €23, the applicable vocational technical school
stipulates annually in advance that the part-time teaching service will not
exceed 300 hours in a fiscal year;, and 3} the part-time teaching service
actually does not exceed 300 hours in a fiscal year=; and

{s} (17) persons exempt from licensure pursuant te under section 125,031,

{b) Immediately following the expiration of a six-month period of employ-
ment by an employee covered by paragraph (a), clause (6), if the employee
continues in public service and earns more than $425 from a governmental
subdivision in any one calendar month, the department head shall report
the employee for membership and cause employee contributions to be made
on behalf of the employee in accordance with section 353 .27, subdivision
4, and the employee remains a member until termination of public service,
This paragraph may not be construed to exclude an employee from mem-
bership whose employment is expected to continue for more than six months
but who is serving a probationary period.

(c} If compensation from a governmental subdivision to an employee
covered by paragraph (a), clause (7), exceeds $5,100 per calendar year
or school year after being stipulated in advance, the stipulation is no
longer valid and contributions must be made on behalf of the employee in
accordance with section 353.27, subdivision 12, from the month in which
the employee first exceeded $425.

-(d) Paragraph (a), clause (10}, does not prevent a person from being a
member of and contributing to the public employees retirement association
and also belonging to or contributing to another public pension fund for
other service occurring during the same period of time. A person who
meets the definition of “public employee” in section 353.01, subdivision
2, by virtue of other service occurring during the same period of time
shall become a member of the association unless contributions are made
to another public retirement fund on the salary based on the other service
or 1o the teachers retirement association in accordance with section 354.05,
subdivision 2.

Sec. 2. Minnesota Statutes 1986, section 353.01, is amended by adding
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a subdivision to read:

Subd. 2c. [DEFINING OF TERMINATION OF PUBLIC SERVICE.] A
person who terminates employment that was excluded from membership
under subdivision 2b, paragraph (a), clause (6) or (7), who returns within
30 days to employment in the same governmental subdivision in another
position excluded from membership under subdivision 2b, paragraph (a),
clause (6) or (7}, is considered a member from the beginning of the reem-
ployment unless the total period covered by all periods of employment is
less than six months or on which the amount earned does not exceed the
dollar limitations in subdivision 2b, paragraph (a), clause (7).

Sec. 3. Minnesota Statutes 1987 Supplement, section 353.01, subdivi-
sion 10, is amended to read:

Subd. 10. [SALARY.] “Salary” means the periodical compensation of
any a public employee, before deductions for deferred compensation e,
supplemental retirement plans, or other voluntary salary reduction pro-
grams, and also means “wages” and includes net income from fees. Fees
paid to district court reporters shall are not be considered a salary. Lump
sum annual or lump sum sick ieave payments anrd, severance payments,
and all payments in liex of any employer-paid group insurance coverage,
including the difference berween single and family rates that may be paid
to a member with single coverage, shall are not be deemed to be salary.
Prior te Before the time that all sick leave has been used, amounts paid to
an employee pursuant to under a disability insurance policy or program
where the employer paid the premiums shal be are considered salary, and,
after all sick leave has been used, the payment shall is not be considered
salary. Workers’ compensation payments shall are not be considered salary.
For any a public employee who has prior service covered by a local police
or firefighters relief association shieh that has consolidated with the public
employees police and fire fund and who has elected coverage by the public
employees police and fire fund benefit plan as provided in section 353A.08
following the consolidation, the term “salary” means the rate of salary
upon which member contributions to the special fund of the relief asso-
ciation were made prior to the effective date of the consolidation as specified
i the appheable general laws speeial by law; and by bylaw provisions
governing the relief association as ef on the date of the initiation of the
consolidation procedure and the actual periodical compensation of the pub-
lic employee after the effective date of the consolidation.

Sec. 4. Minnesota Statutes 1986, section 353.01, subdivision 15, is
amended to read:

Subd. 15. [DEPENDENT CHILD.] *Dependent child” means any a
natural or adopted child of a deceased member, provided such child is )
under the age of 185 ¢b} or age 18 through 21 and a full time student in
‘an accredited school, university, or college, and in either case unmarried
and dependent for more than one-half of support upon sech rhie member
at the time of death and for not less than 90 days prier thereto before the
time of death; provided, that the child of a deceased member; who at the
time of death was receiving total and permanent disability benefits pursuant
te under section 353.33, shaH be is deemed dependent if dependent upon
the decedent for more than one-half of support during the 90 days prier te
before the decedent’s becoming totafly and permanently disabled. It
“Dependent child” also includes ary a child of the member conceived
during the member’s lifetime and born after the member's death. It also
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means any a dependent child who is the subject of adoption proceedings
filed by a member, and who within two years after death of the member,
by judgment and decree duly entered, is adjudged to be the adopled child
of the deceased member; subject, however, to the qualifying conditions of
age and dependency aferesaid and in this subdivision. The dependency of
the child hereunder shall date dares from the decree of adoption. “Depen-
dent child” also includes a child age 18 1o 21 who was attending an
accredited school, university, or college full time, but was determined to
be medically unable to continue school on a full-time basis. The board of
trustees shall adopt written procedures to make determinations regarding
eligibility based on a student being medically unable to continue school,
and may not continue a benefit for medical reasons for a period greater
than one year.

Sec. 5. Minnesota Statutes.1987 Supplement, section 353.01, subdivi-
sion 16, i1s amended to read:

Subd. 16. [ALLOWABLE SERVICE.] (a;} “Allowable service” means:
1 service during years of actual membership in the course of which
employee contributions were earrently made;, periods covered by payments
in lieu of salary deductions made as provided in section 353.35, and service
in years during which the public employee was not a member but for which
the member later elected, while a member, to obtain credit by making
payments to the fund as permitted by any law then in effect,

) Ay (b) "Allowable service” also means a period of authorized leave
- of absence with pay from which deductions for employee contributions are
made, deposited, and credited to the fund,

) Any (c) ‘Allowable service” also means a period of authorized leave
of absence without pay whieh thar does not exceed one year, and during
or for which a member obtained credit by payments to the fund made in
hew in place of salary deductions, provided that such the payments are
made in an amount or amounts based on the member’s average salary on’
which deductions were paid ¢&) for the last six months of pubiic service, -
or b} for that portion of the last six months while the member was in
public service, to apply to the period in either case immediately preceding
commencement of suek the leave of absence; provided, however, that if the
employee elects to pay employee contributions for the period of any leave
of absence without pay, or for any portion thereof of the leave, the employee
shall also, as a condition to the exercise of such rthe election, pay to the
fund an amount equivalent to both the required employer and additional
employer contributions therefor; such for the employee. The payment to
must be made ewrrently of within one year from the date the leave of absence
terminatess waless the. The employer by appropriate action of its governing
body ard, made a part of its official records, peier te before the date of
the first payment of sueh the employee contribution, certifies may cerrify
to the association in writing that it will cause to be paid sueh the employer
and additional employer contributions from the proceeds of a tax levy made
pursuant o under section 353.28. Payments under this elause shall para-
graph must include interest at the rate of six percent per annwm a vear
from the date of the termination of the leave of absence to the date payment
is made. ' :

4 Any (d) ‘Allowable service” also means a period during which a
member is on an authorized sick leave of absence, without pay limited to
one year, or an authorized temporary layoff.
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) Any (e} "Allowable service” also means a period during which a
member is on an authorized leave of absence to enter military service,
provided that the member returns to public service upon discharge from
military service pursuant to under section 192.262; and pays into the fund-
employee contributions based upon the employee’s salary at the date of
return from military service. Adfter June 30; 1983 Payment must be made
within five years of the date of discharge from the military service. The
amount of these contributions shal must be in accord with the contribution
rates and salary limitations, if any, in effect during sach the leave, plus
interest thereon al six percent per apfum a year compounded annually from
the date of return to public service to the date payment is made. In such
cases the matching employer contribution and additional employer contri-
bution provided in section 353.27, subdivisions 3 and 3a, shall must be
paid by the department employing sueh the member upon return to public
service, and the governmental subdivision involved is hereby autherized
te may appropriate money thetefor for those payments. Sweh A member
shall may not receive credit for any a voluntary extension of military service
at the instance of the member beyond the initial period of enlistment,
induction, or call to active duty.

€6} (f) For calculating benefits under sections 353.30, 353.31, 353.32,
and 353.33 for state officers and employees displaced by the community
corrections act, Minnesota Statates 1984~ chapter 401, and transferred into
county service under Minnesota Statutes 1984~ section 401.04, “allowable
service” means combined years of allowable service as defined in Min-
nesota Statetes 1084 seetion sections 352.01, subdivision 11, and Min-
nesota Statites 1984, seetton 353.01, subdivision 16, paragraphs (1) to
(3).

5 (g) For any a public employee who has prior service covered by a
local police or firefighters relief association whieh thar has consolidated
with the public employees police and fire fund, and who has elected cov-
erage by the public employees police and fire fund benefit plan as provided
in section 353A.08 following the consolidation, eny “applicable service”
is a period of service credited by the local police or firefighters relief
association as of the effective date of the consolidation based on the apph-

eable general law speetnl laws and on bylaw provisions governing the relief
association as ef on the date of the initiation of the consolidation procedure.

Sec. 6. Minnesota Statutes 1987 Supplement, section 353.01, subdivi-
sion 20, is amended to read:

Subd. 20. [SURVIVING SPOUSE.] “Surviving spouse” means the unre-
married spouse of a deceased member who had the same legal residence
as was legally married to the member at the time of death, or at the time
the member became totally and permanently disabled.

Sec. 7. Minnesota Statutes 1986, section 353.01, subdivision 29, is
amended to read:

Subd. 29. [DESIGNATED BENEFICIARY.] “Designated beneficiary”
means the person or organization designated by a member, former member,
disabilitani, or retired member in writing, signed and filed with the asso-
ciation before the death of the member, former member, disabilitant, or
retired member, to receive a refund of the balance of the member’s accu-
mulated deductions after death.

Sec. 8. Minnesota Statutes 1986, section 353.028, subdivision 2, is
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amended to read:

Subd. 2. [ELECTION.] A city manager may elect to be excluded from
membership in the association. The election of exclusion shalt must be
made within 30 days six months following the commencement of employ-
menterv&&hm%@dﬂys%ﬂewmgmy%}%l—wmehevefeeeuﬁ}mﬁ
in writing on a form prescribed by the executive director, and shal must
be approved by a resolution of the governing body of the city. The election
of exclusion shall is not be effective until it is filed with the executive
director. Membership of a city manager in the association shall cease ceases
on the date the written election is received by the executive director or
upon a later date specified. The election to be excluded from membership
shell musr include a provision agreeing that the person will not at any time
in the future seek any authorization to purchase service credit for any period
of excluded service and skall be is irrevocable. Employee and employer
contributions made on behalf of a person exercising the option to be
excluded from membership under this section must be refunded in accor-
dance with section 353.27, subdivision 7.

Sec. 9. Minnesota Statutes 1986, section 353.03, subdivision 1, is amended
to read:

Subdivision 1. [MANAGEMENT; COMPOSITION; ELECTION.] The
management of the public employees retirement fund is vested in a board
of trustees consisting of the state auditor and eight members. The governor
shall appoint five trustees to four-year terms, one of whom shall be des-
ignated to represent school boards, one to represent cities, one to represent
counties, one who shall be a retired annuitant, and one who is a public
member knowledgeable in pension matters. The membership of the asso-
ciation shall elect three trustees for terms of four years. Trustees elected
by the membership of the association shalt musz be public employees and
members of the association. For seven days beginning Nevember October
1 of each year preceding a year in which an election is held, the association
shall accept at its office filings in person or by mail of candidates for the
board of trustees. A candidate shall submit at the time of filing a nominating
petition signed by 25 or more members of the fund. No name may be
withdrawn from nomination by the nominee after Nexvember Ocrober 15.
At the request of a candidate for an elected position on the board of trustees,
the board shall mail a statement of up to 300 words prepared by the can-
didate to all persons eligible to vote in the election of the candidate. The
board may adopt policies to govern form and length of these statements,
timing of mailings, and deadlines for submitting materials to be mailed.
These policies must be approved by the secretary of state. The secretary
of state shall resolve disputes between the board and a candidate concerning
application of these policies to a particular statement shall be reselved by
the secretary of state. A candidate who:

&y (1) receives contributions or makes expenditures in excess of $100;
or

&) (2) has given implicit or explicit consent for any other person to
receive contributions or make expenditures in excess of $100: for the pur-
pose of bringing about the candidate’s election, must file a report with the
ethical practices board disclosing the source and amount of all contributions
to the candidate’s campaign. The ethical practices board shall prescribe
forms governing these disclosures. Expenditures and contributions have
the meaning defined in section 10A.01. These terms do not include the



8316 JOURNAL OF THE SENATE [93RD DAY

mailing made by the association board on behalf of the candidate. A can-
didate must file a report within 30 days from the day that the results of the
election are announced. The ethical practices board shall maintain these
reports and make them available for public inspection in the same manner
as the board maintains and makes available other reports filed with it. By
January 10 of each year in which elections are to be held the board shail
distribute by mail to the members ballots listing the candidates. No member
may vote for more than one candidate for each board position to be filled.
A ballot indicating a vote for more than one person for any position shal
be is void. No special marking may be used on the ballot to indicate
incumbents. The last day for mailing ballots to the fund skal be is January
31. Terms expire on January 31 of the fourth year, and positions are vacant
until newly elected members are qualified. The ballot envelopes shall must
be so designed and the ballots shall be counted in sueh a manner as te
wnsure that ensures that each vote is secret,

‘The secretary of state shall supervise the elections shall be supervised
- by the seeretary of state. K shall be the duty of The board of trustees to
shall faithfully administer the law without prejudice and consistent with
the expressed intent of the legislature. They Board members shall act as
trustees with a fiduciary obligation to the state of Minnesota, which created
the fund, the taxpayers of the governmental subdivisions whiech that aid in
financing it, and the public employees who are its beneficiaries. They shall
act in good faith and shall exercise that degree of judgment and care, under
circumstances then prevailing, swhieh that persons of prudence, discretion,
and intelligence exercise in the management of their own affairs.

Sec. 10. Minnesota Statutes 1986, section 353.27, subdivision 7, is
amended to read: '

Subd. 7. {ADJUSTMENT FOR ERRONEOUS RECEIPTS OR DIS-
BURSEMENTS.] ¢} {a) [ERRONEOUS DEDUCTIONS. ] Asay Deductions
taken in error by the employer from the salary of an employee for the
retirement fund and transmitted to the assoctation skad must be refunded
to the emplovee calculated in accordance with section 353.34, subdivision
2; and the employer contribution and the additional employer contribution,
if any, for the erroneous employee contribution shal must be refunded to
the employer, provided, however, rhar the association and the state social
security agency may make proper adjustments of meneys money taken as
employee and employer deductions, and provided further that the refund
of deductions taken in error has been made within three calendar years
of the calendar year in which the initial erronecus deduction raken in error
was received by the association. If the refund of deductions taken in error
has not been made within three calendar years of the calendar year in
which the initial erroneous deduction taken in error was received by the
association, the erroneous contributions are considered valid, and the
‘years of allowable service atiributable to the erroneous deductions must
be credited to the member in accordance with section 353.01, subdivision
16, and, notwithstanding a law to the contrary, the employee may continue
to be a member until termination of public service.

€23 (b} [ERRONEOUS DISBURSEMENT.] In the event a salary warrant
or check from which a deduction for the retirement fund was taken has
been canceled or the amount of the warrant or check returned to the funds
of the department making the payment, a refund of the sum se deducted,
or aiy a portion of it as that is required to adjust the deductions, shall
must be made to the department or institution.
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Sec. 11. Minnesota Statutes 1986, section 353,27, is amended by adding
a subdivision to read: '

Subd. 7a. [DEDUCTIONS OR CONTRIBUTIONS TRANSMITTED BY
ERROR.] If employee deductions and employer contributions were erro-
neously transmitted to the association, but should have been transmitted
to another public pension fund listed in section 356.30, subdivision 3, the
association shall transfer the erroneous employee deductions and employer
contributions to the appropriate retirement fund without interest. The time
limitations in section 353.27, subdivisions 7 and 12, do not apply.

Sec. 12. Minnesota Statutes 1987 Supplement, section 353.27, subdi-
vision 10, is amended to read:

Subd. 10. [EMPLOYERS; FURNISH COPIES OF PAYROLL
ABSTRACTS.] The head of each department is required to furnish the
executive director with a carbon or duplicate copy of the departmental
payroll abstracts for the last full pay period during the menths month of
Matreh May for school districis and ©Oeteber December for all other gov-
ernmental subdivisions, respectively, in each year. Instead of a duplicate
copy of the payroll abstract, the employer may submit an exception report
listing only those employees who worked the last full pay period of May
or December, but who are not members of the association. Minimum report-
ing requirements to be shown on either the payroll abstract or exception
report include: (1) name of the governmental subdivision and department
identification; (2) the association’s assigned unit number and unique code;
(3) pay period coverage dates; (4) any employee deductions; (5) gross
salary for the pay period; (6) each employee’s year-to-date gross pay; and
(7) the reason for any exclusion. It shell be the duty of said The executive
director te shall check the copies of all suek payroll abstracts against the
membership records of the association to ascertain whether or mot any
omissions have been made by any a department head in the reporting of
any new public employees for membership. The head of any department
shall furnish a carbon or duplicate copy of the department payroil abstract
at the request of the executive director. The executive director may delegate
an association employee by appointment, in accordance with section 353.03,
subdivision 3a, paragraph (b), clause (5), to conduct a field audit to review
the payroll records of a governmental subdivision.

Sec. 13. Minnesota Statutes 1987 Supplement, section 353.27, subdi-
vision 12, is amended to read:

Subd. 12. [OMITTED SALARY DEDUCTIONS; OBLIGATIONS.] In
the case of omission of required deductions from salary of an employee,
past due for & peried of 60 days or less, the head of the department shall
deduct from the employee’s next salary payment and ferthwith remit to the
executive director the amount of the employee contribution delinquency,
with cumulative interest thereon at the rate of six percent per anpum a
year, compounded annually, from the date or dates each delinquent employee
contribution was first payables sueh. The interest e must be paid by the
employer. Fo the extent that any such omitted required deductions are not
paid by the empleyee; they shall constitute a Lability of the governmental
thereon as hereinbefore speeified- After July 15 1973 any such Omitted
required deductionss past due for a period in excess of 60 days; shall become
are the sole obligation of the governmental subdivision from the time such
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the deductions were first payable, together with interest thereen as here-
inbefore specified in this subdivision. Any amount so due, together with
employer and additional employer contributions at the rates and in the
amounts specified in subdivisions 3 and 3a, with interest thereen at the
rate of six percent compounded annually from the date they were first
payable, shel must be paid from the proceeds of a tax levy made pussuant
to under section 353.28; or from other funds available to the employer.
Unless otherwise indicated, this subdivision shall have has both retroactive
and prospective application, and the governmental subdivision is liable
retroactively and prospectively for all amounts due hereunder under it. No
action for the recovery of delinquent omirted employee and employer con-
tributions or interest on contributions may be commenced and no payment
of delinquent omiifed contributions may be made or accepted unless the
association has already commenced action for recovery of delinquent omit-
ted contributions, after the expiration of three calendar years aext i
after the calendar year in which the contributions were omitted. Ar action
for the recovery of omitted contributions or interest commences five cal-
endar days after the date of the written correspondence requesting infor-
mation from the governmental unit that may lead to a recovery of omitted
contributions.

Sec. 14. Minnesota Statutes 1986, section 353.27, is amended by adding
a subdivision to read:

Subd. 12a. A member who was employed and met the eligibility require-
ments for participation in the association before July I, 1973, who has a
period of employment in which previously omitted employer contributions
were made under subdivision 12 but for whom no, or only partial, omitted
employee contributions have been made, or a member who had prior
coverage in the association for which previously omitted employer con-
tributions were made under subdivision 12 but who terminated service
before required omitted employee contributions could be withheld from
salary, may pay the omitted employee contributions for the period on which
omitted employer contributions were previously paid plus interest at the
rate of six percent compounded annually. The statute of limitations for
payment of omitted deductions in subdivision 12 applies.

Sec. 15. Minnesota Statutes 1986, section 353.27, subdivision 13, is
amended to read:

Subd. 13, [CERTAIN WARRANTS CANCELED. ] An¥ A warrant payable
from the retirement fund remaining unpaid for a period of six five years,
shall must be canceled into the retirement fund and not into the general
fund.

Sec. 16. Minnesota Statutes 1987 Supplement, section 353.29, subdi-
vision 6, is amended to read:

Subd. 6. [RETIREMENT BEFORE ELIGIBILITY FOR SOCIAL
SECURITY BENEFITS.] Any A member or former member who retires
before becoming eligible for social security retirement benefits may elect
to receive an optional retirement annuity from the association whieh that
provides for different annuity amounts over different periods of retirement.
The election of this optional retirement annuity shal must be exercised by
making application o the board of trustees. The optional annuity shall
must take the form of an annuity payable for the period before the annuitant
becomes eligible for social security old age retirement benefits in a greater
amount than the amount of the annuity calculated under subdivisions 2 and
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3 on the basis of the age of the annuitant at retirement but equal insofar

than the amount of the annuity calewlated vnder subdivisions 2 and 3 en
the basis of the age of the epnuiant et retrement- The seeial seeurity
leveling option may be caloulated based on broad average soeial

old age retirement benefits. The optional annuity shalt must be the actuarial
equivalent of the normal retirement annuity computed on the basis of age
at retirement. This greater amount shall must be paid until the annuitant
reaches the age of 62, at which time the payment from the association shall
must be reduced. The board of trustees shall establish the method of
computing the optional retirement annuity under this subdivision shed be
established by the board of trustees. In establishing the method of com-
puting the optional retirement annuity, the board of trustees shall obtain
the written reeomsmendation approval of the commission-retained actuary.
The recommendations shall must be a part of the permanent records of the
board of trustees.

Sec. 17. Minnesota Statutes 1987 Supplement, section 353.32, subdi-
vision la, is amended to read:

Subd. la. [SURVIVING SPOUSE OPTIONAL ANNUITY.] If a member
or former member who has attained the at least age of at least 50 years
and has credit for not less than five years of allowable services or who has
credit for not less than 30 years of allowable service, regardless of age
attained, dies before the annuity or disability benefit has become
begins to accrue in accordance with section 353.29, subdivision 7, or
353.33, subdivision 2, notwithstanding any designation of beneficiary to -
the contrary, the surviving spouse may elect to receive, in Hew instead of
a refund with interest provided in subdivision 1, or survivor henefits oth-
erwise payable pursuant to under section 353.31, an annuity equal to the
100 percent joint and survivor annuity whieh that the member could have
qualified for had the member terminated service on the date of death. The
surviving spouse may apply for the annuity at any time after the date on
which the deceased employee would have attained the required age for
retirement based on the employee’s allowable service. The annuity sha#l
must be computed as provided in sections 353.29, subdivisions 2 and 3;
and 353.30, subdivisions 1, la, 1b and lc. Sections 353.34, subdivision
3, and 353.71, subdivision 2, apply to a deferred annuity payable under
this subdivision. No payment shall may accrue beyond the end of the month
in which entitlement to the annuity has terminated. An amount equal to
¢he any excessy i anys of the accumulated contributions whieh that were
credited to the account of the deceased employee over and above the total
of the annuities paid and payable to the surviving spouse shall must be paid
to the deceased member’s last designated beneficiary or, if none, to the
legal representative of the estate of the deceased member. Any A member
may specify in writing that this subdivision shell dees not apply and that
payment shall may be made only to the designated beneficiarys as otherwise
provided by this chapter.

Sec. 18. Minnesota Statutes 1986, section 353.32, subdivision 3, is
amended to read:

Subd. 5. [$1,500 OR LESS, LIMITED.] If a member or former member
dies without having designated a beneficiary, or if the beneficiary should
die before making application for refund of the sum to the credit of such
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decedent, and the amount of the refund is $1,500 or less, the board of
trustees may 90 days after the date of death, in the absence of probate
proceedings, make payment to the surviving spouse of the said decedent;
or, if none, to the next of kin under the laws of descent of the state of
Minnesota decedent’s personal representative ov, if none, to the estate.
Such A payment shall be under this subdivision is a bar to recovery by any
other person or persons. Aay A retirement annuitys or disability or survivor
benefit which shall have rhar has accrued at the time of death of an annu-
itant, disabilitant or survivor may be paid in ¥ke the same manner.

Sec. 19. Minnesota Statutes 1986, section 353.33, subdivision 7, is
amended to read:

Subd. 7. [PARTIAL REEMPLOYMENT.] Sheuid sueh If a disabled per-
son resume resumes a gainful occupation from which earnings are less than
the salary at the date of disability or the salary currently paid for similar
positions, the board shall continue the disability benefit in an amount which
that, when added to sueh rhe earnings, does not exceed the salary at the
date of disability or the salary currently paid for similar positions, which-
ever is higher, provided the disability benefit in such ease does not exceed
the disability benefit originally allowed, plus any postretirement adjust-
ments payable after December 31, 1988, in accordance with section 11A.18,
subdivision 10. No deductions for the retirement fund shali may be taken
from the salary of a disabled person who is receiving a disability benefit
as provided in this subdivision. :

Sec. 20. Minnesota Statutes 1987 Supplement, section 353.34, subdi-
vision 3, is amended to read: ‘

Subd. 3. {DEFERRED ANNUITY; ELIGIBILITY; COMPUTATION.]
ARy person A member with at least five years of allowable service when
termination of public service occurs shall have has the option of leaving
the accumulated deductions in the fund and thereby be being entitled to a
deferred retirement annuity commencing at age 65 or fer to a deferred
early retirement annuity pursuant t6 under section 353.30, subdivision 1,
la, 1b or lc. The deferred annuity shall must be computed i the manner

ided in under section 353.29, subdivisions 2 and 3, on the basis of
the law in effect on the date of termination of public service and sha¥t must
be augmented as provided in section 353.71, subdivision 2. Any persen A
SJormer member qualified to apply for a deferred retirement annuity may
revoke this option at any time peief to before the commencement of deferred
annuity payments by making application for a refund. The person shall be
is entitled to a refund of accumulated member contributions within 30 days
following date of receipt of the application by the executive director.

Sec. 21. Minnesota Statutes 1986, -section 353.37, subdivision 1, is
‘amended to read:

Subdivision 1. [EFFECT ON ANNUITY.] The annuity of a person oth-
erwise eligible therefor for an annuity under this chapter shall must be
suspended if the person reenters, and for as long as the person remains in,
public service as a nonelective employee of a governmental subdivisions
if earned compensation for the reemployment service equals or exceeds
the annual maximum earnings allowable for that age for the continued
receipt of full benefit amounts monthly under the federal old age, survivors
and disability insurance program as set by the secretary of health and human
services pursuant to the provisions of under United States Code, title 42,
section 403, in any calendar year. In the event that the person has not yet
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reached the minimum age for the receipt of social security benefits, the
maximurm earnings for the person shell be are equal to the annual maximum
earnings allowable for the minimum age for the receipt of social security
benefits. The suspension of the annuity shal must commence as of the
first of the month after the month in which the maximum permitted com-
pensation is exceeded as herein provided, but shall ir applies only epply
to those months in which the annuitant is actually employed in nonelective
service in a position covered by -this chapter. A#y An annuitant of the
association who is elected to public office after retirement shall be is entitled
to hold such rhe office and receive the annuity otherwise payable from the
public employees retirement association. Upon proper showing by an annu-
itant that the reason for the suspension of the annuity payments no longer
exists, the monthly annuity payments shall must be resumed. Public service
performed by an annuitant subsequent to retirement under this chapter shall
does not increase or decrease the amount of ey an annuity when payment
of the annuity is resumed. The annuitant shall may not be required to make
any further contributions to the retirement fund by reason of this subsequent
public service.

Sec. 22. Minnesota Statutes 1986, section 353.65, subdivision 2, is
amended to read:

Subd. 2. The employee contribution shall be is an amount equal to eight
percent of the total salary of every the member. This contribution shat
must be made by deduction from salary in the manner provided in subdi-
vision 4. Where any portion of a member’s salary is paid from other than
public funds, sueh the member’s employee contribution shall be is based
on the total salary received from all sources. If the rmember is a firefi
employed on less than a full-time basis; the member’s total salary shall

Sec. 23. Minnesota Statutes 1987 Supplement, section 353A.10, sub-
division 3, is amended to read:

Subd. 3. [LEVY AND BONDING AUTHORITY.] A municipality in
which was located a local police or firefighters relief association whieh
that has consolidated with the fund may issue speeial general obligation
bonds of the municipality to defray all or a portion of the principal amounts
specified in section 353A.09, subdivisions 2 to 6, or certify to the county
auditor an additional special levy in the amount necessary to defray all or
a portion of the principal amount specified in section 353A.09, subdivisions
2 to 6, or the annual amount specified in section 353A.09, subdivisions 2
to 6. The municipality may pledge the full faith, credit, and taxing power
of the municipality for the payment of the principal of and interest on the
general obligation bonds. Notwithstanding any law to the contrary, any
additional special levy shall may not be included in any limitation con-
cerning rate or amount established by charter or law and shall musr be a
special levy for the purposes of section 275.50, subdivision 5, clause (o},
and any municipal bond may be issued shalt without an election under
section 475.58 and may not be included in the net debt of the municipality
for purposes of any charter or statutory debt limitation, nor shalt may any
tax levy for the payment of bond principal or interest be subject to any
limitation concerning rate or amount established by charter or law;

Sec. 24. Minnesota Statutes 1987 Supplement, section 353C.02, is amended
to read: .

353C.02 [CORRECTIONAL SERVICE EMPLOYEES. |
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A local government correctional service employee is a person who: -

(1) meets the definition of “essential employee” in section 179A.03,
subdivision 7, excluding state employees, University of Minnesota employ-
ees, firefighters, peace officers subject to licensure under sections 626.84
to 626.855, employees of hospitals other than state hospitals, confidential
employees, supervisory employees other than sapervisory employees of
who supervise correctional officers and who are stationed at correctional
facilities or city or county jails, principals, and assistant principals;

(2) is employed by Dakota county, Hennepin county, Ramsey county, S
Leuis eounty; or Washington county, if the county elects to participate
under section 353C.04 or by a joint-powers correctional agency in which
St. Louis county or its municipalities participate, if the governing body of
the agency elects to participate under section 353C.04,

(3) is a public employee within the meaning of section 353.01, subdi-
visions 2 and 2a; and

(4) is not at the time of the exercise of the participation option under
section 353C.04 a member of the basic program of the public employees
retirement association or a member of the public employees police and fire
fund.

Sec. 25, Minnesota Statutes 1987 Supplement, section 353C.03, is amended
to read:

353C.03 [CORRECTIONAL SERVICE PLAN COVERAGE.]

Subdivision 1. [INITIAL COVERAGE.] A person who is a local gov-
ernment correctional service employee on June 30, 1988, or on the date
on which the county elects to participate in the plan under section 353C.04,
whichever is later, is a member of the local government correctional service
retirement plan and shall begin contributing to the plan on july 1, 1988,
or on the first day of the first pay period following the date on which the
county elects to participate in the plan under section 353C.04, whichever
is later.

Subd. 2. [SUBSEQUENT COVERAGE.] A person who becomes a local
government correctional service employee after June 30, 1988, or on the
date on which the county elects to participate in the plan under section
353C.04, whichever is later, is 2 member of the local government correc-
tional service retirement plan and shall contribute to the plan.

Sec. 26. Minnesota Statutes 1987 Supplement, section 353C.04, is amended
to read:

353C.04 [LOCAL GOVERNMENT EMPLOYING UNIT PARTICIPA-
TION OPTION.]

Dakota county, Hennepin county, Ramsey county, $t Leuis eountys or
Washington county or the governing board of a joint-powers correctional
agency in which St. Louis county or its municipalities participate may elect
to provide its correctional employees with retirement coverage by the local
government correctional service retirement plan i hew insread of retire-
ment coverage by the public employees retirement association or the public
employees police and fire fund. The election must be made on a form
provided by the executive director of the public employees retirement asso-
ciation and, once made, is irrevocable for all local government correctional
service employees employed by the eeunty employing unit.
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Sec. 27. Minnesota Statutes 1987 Supplement, section 353C.05, is amended
to read:

353C.05 [CORRECTIONAL SERVICE PLAN CONTRIBUTIONS.]

Subdivision 1. [MEMBER CONTRIBUTIONS.] Beginning with the first
full pay period after July 1, 1988, after the effective date of the election
to provide retirement coverage by the local governmental unit, or after
becoming a Jocal government correctional service employee, whichever is
later, i ent instead of employee contributions payable under section 353.27,
subdivision 2, a local government correctional service employee shall make
an employee contribution in an amount equal to five 7.5 percent of salary.

Subd. 2. [EMPLOYER CONTRIBUTIONS.] Beginning with the first
full pay period after July 1, 1988, after the effective date of the election
to provide retirement coverage by the local governmental unit, or after
becoming a local government correctional service employee, whichever is
later, in Heu instead of employer contributions payable under section 353,27,
subdivision 3, the employer shall contribute for a local government cor-
rectional service employee an amount equal to five 7.5 percent of salary.

Subd. 3. [ADJUSTMENT IN CONTRIBUTION RATLS.] Beginning
with the first full pay period after the most recent actuarial valuation of
the local government correctional service retirement plan prepared by the
actuary retained by the legislative commission on pensions and retirement
is filed with the executive director of the public employees retirement
association, the member contribution rate is a percentage that equals one-
half of the calculated total actuarial requirement of the plan, and the employer
contribution rate is the balance of the calculated total actuarial requirement
of the plan.

Sec. 28. Minnesota Statutes 1987 Supplement, section 353C 06, sub-
division 1, is amended to read:

Subdivision 1. [ELIGIBILITY REQUIREMENTS.] After separation from
public employment, an employee covered under section 353C.02 who has
attained the age of at least 55 years and has credit for not less than ten five
years of coverage in the local government correctional service plan is
entitled, upon application, to a normal retirement annuity. & kew Instead
of a normal retirement annuity, a retiring employee may elect to receive
the optional annuity provided in section 353.30, subdivision 3.

Sec. 29. Minnesota Statutes 1987 Supplement, section 353C.06, sub-
division 3, is amended to read:

Subd. 3. {ANNUITY AMOUNT.] The average salary as defined in sub-
division 2, multiplied by two percent for each year of allowable service for
the first ten years and 2.5 percent for each additional year of ailowable
service, and pro rata for completed months less than a full year, determines
the amount of the normal annuity. If a person has earned allowable service
in the public employees retirement association or the public employees
police and fire fund for performing services other than those of a local
government correctional employee, the annuity representing such service
must be computed in accordance with the coordinated formula under sec-
tions 353.29 and 353.30 or section 353.651, whichever applies.

Sec. 30. Minnesota Statutes 1987 Supplement, section 353C.06, sub-
division 4, is amended to read:

Subd. 4. [ACCRUAL AND DURATION.] The annuity under this section
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begins to accrue as provided in section 353.29, subdivision 7 ahd must
be paid for an additional. The annuity is payable for the life of the recipient,
or in accordance with the terms of any optional annuity form selected,
and is payable for 84 full calendar months or to the first of the month
following the month in which the employee becomes age 65, whichever
occurs first. After a recipient has received the annuity calculated under
this formula for 84 full calendar months or to the first of the month following
the month in which the employee becomes age 65, whichever occurs first,
the benefit must be recomputed in accordance with the coerdinated formula
in sections 353.29 and 353.30, except that if this amount, when added to
the social security benefit based on state public service the employee is
eligible to receive at that time, is less than the benefit payable under sub-
division 3, the retired employee mmust is entitled to receive an amount
payable under subdivision 3, less any amount payable from social security
based on public service used in the benefit calculation. When an annuity
is reduced under this subdivision, any percentage of adjustments that have
been applied to the original annuity under section 11A.18, before the
reduction, must be compounded and applied to the reduced annuity.

Sec. 31. Minnesota Statutes 1987 Supplement, section 353C.07, is amended
to read:

353C.07 [AUGMENTATION IN CERTAIN CASES.]

Subdivision 1. [AUGMENTATION FOR PRIOR SERVICE BENEFITS.]
Unless prior service has been transferred or unless a combined service
annuity under section 356.30 has been elected, an employee who becomes
a local government correctional employee after being a member of the
public employees retirement association or the public employees police and
fire fund is covered under section 353,71, subdivision 2, with respect to
that prior service.

Subd. 2. [DEFERRED ANNUITIES AUGMENTATION. ]| The deferred
annuity, if any, accruing under section 353.71 or 353C.06, must be com-
puted as provided in section 353C.06, subdivision 3, on the basis of allow-
able service before the termination of correctional service and augmented
as provided in this subdivision. The required reserves applicable to a
deferred annuiry or to an annuity for which a former correctional service
employee was eligible, but had not applied, or 1o any deferred segment of
an annuity must be determined as of the date on which the benefit begins
to accrue and augmented by interest at the rate of three percent com-
pounded annually from the first day of the month following the month in
which the person ceased to be a correctional service employee to the first
day of the month in which the annuity begins to accrue. If a person has
more than one period of uninterrupted service, the required reserves related
fo each period must be augmented by interest under this subdivision. The
sum of the augmented required reserves so determined is the present value
of the annuity. ""Uninterrupted service' has the meaning given it in section
353.71, subdivision 2. If a person repays a refund, the service restored
by the repayment must be considered to be continuous with the next period
of service for which the person has credit by the plan. The formula per-
centages used for each period of uninterrupted service must be those
applicable to a new employee. The mortality table and interest assumption
used to compute this annuity must be those in effect when the person files
an application for the annuity. This subdivision shall not reduce the annuity
otherwise payable under this chapier. ‘
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Sec. 32. Minnesota Statutes 1987 Supplement, section 353C.08, sub-
division 5, is amended to read:

Subd. 5. [DISABILITY BENEFIT TERMINATION. | The disability ben-
efit paid to a disabled local government correctional employee terminates
at the end of the month in which the employee reaches age 62. If the
disabled local government correctional employee is still disabled when the
employee reaches age 62, the employee is deemed to be a retired employee
and, if the employee had elected an optional annuity under subdivision 3,
must receive an annuity in accordance with the terms of the optional annuity
previously elected. If the employee had not elected an optional annuity
under subdivision 3, the employee may elect etther to receive a normal
retirement annuity computed on the coordinated formula in the manner
provided in section 353€-06 353.29 or to receive an optional annuity as
provided in section 353.30, subdivision 3, based on the same length of
service as used in the calculation of the disability benefit, Election of an
optional annuity must be made before attaining the age of 62 years. The
reduction for retirement prior to age 65 as provided in section 353.30,
subdivisions 1 and lc, is not applicable. The savings clause provision of
section 353C.06, subdivision 4, is applicable.

Sec. 33, Minnesota Statutes 1987 Supplement, section 353C.08, is amended
by adding a subdivision to read:

Subd. 7. [COMBINED SERVICE DISABILITY BENEFIT.] If the emplovee
is entitled to receive a disability benefit as provided in subdivision I or 2
and has credit for less covered correctional service than the length of
service upon which the correctional disability benefit is based, and also
has credit for regular plan service, the employee is entitled 10 a disability
benefir or deferred retirement annuity based on the regular plan service
only for the service thar, when combined with the correctional service,
exceeds the number of years on which the correctional disability benefit
is based. The disabled employee who also has credit for regular plan service
must in all respects qualify under section 353.33 to be entitled to receive
adisability benefit based on the regular plan service, except that the service
may be combined to satisfy length of service requirements. Any deferred
annuity to which the employee may be entitled based on regular plan
service must be augmented as provided in section 353.71 while the employee
is receiving a disability benefit under this section.

Sec. 34. Minnesota Statutes 1987 Supplement, section 353D.03, sub-
division 2, is amended to read:

Subd. 2. [INVESTMENT OPTIONS. ] (a) An individual participant may
elect to purchase shares in the income share account, the growth share
account, the money market account, the bond market account, or the com-
mon stock index account established by section 11A.17, or a combination
of those accounts. The participant may elect to purchase shares in a com-
bination of those accounts by specifying the percentage of contributions
to be used to purchase shares in cach of the accounts. :

(b) Twice in a calendar year, a participant may indicate in writing a
choice of options for subsequent purchases of shares. Thereafter After a
choice is made, until the participant makes a different written indication,
the executive director of the association shall purchase shares in the sup-
plemental investment fund or funds specified by the participant. If no initial
option is indicated by a participant, the executive director shall invest all
contributions made by or on behalf of a participant in the income share
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account. A choice of investment options is effective no later than the first
pay date first occurring more than 30 days after receipt of the written choice
of options.

(c) Twice in a calendar year, a participant or former participant may also
change the investment options selected for all or a portion of the individual’s
previously purchased shares. If a partial transfer of previously purchased
shares is selected, a minimum of $560 $200 must be transferred and a
minimum balance of $300 $200 must rematn in the previously selected
investment option. A change may be made only from one account or a
combination of accounts to a single account. A change under this paragraph
is effective as soon as cash flow to an account permits, but not later than
six months from the requested change.

Sec. 35. Minnesota Statutes 1987 Supplement, section 353D.07, sub-
division 1, is amended to read:

Subdivision 1. [TYPE OF PLAN; UNIFORMITY.] The plan is a defined
contribution plan whete when the beneflts are payable upon termination
of service, retitement, or deaths or withdrawal when permitted; are. The
amount of benefits is determined by the value of accumulated contributions
plus a proportionate share of investment income of the fund credited to
each individual account. Each ambulance service shall determine eligibility.
for participation subject to terms of this act. Eligibility standards must be
uniform among all ambulance service personnel of an ambulance service
electing to participate.

Sec. 36. Minnesota Statutes 1987 Supplement, section 353D.07, sub-
division 2, is amended to read:

Subd. 2. [AGE; MESTING PAYMENT OF BENEFITS.] Normal retire-
meﬂGageHSOyeafs—Ee#yfe{ﬁemen{ﬁﬂe{aﬂewed—SHﬁymemhsM
service eredit are required for vesting of retirement benefits: No mintmum
peried of service is required for vesting of death benefits- Withdrawal of
or a retirement benefit based on member contributions and emplover con-
tributions plus accrued investment income wests is payable immediately
upon the death or termination of an active member for a period that exceeds
30 days. Upen completion of 60 months of service under the plan with
ene of more ambulance services; a parHcipant terminating active serviee
priof to age 50 is entitled to receive the value of the participant’s individunt
account upon of after attaining age 50- An application by or on behalf of
the participant must be filed before any payment of benefits may be made.

Sec. 37. Minnesota Statutes 1987 Supplement, section 353D.07, sub-
division 4, is amended to read:

Subd. 4. [BESABHIFY OR DEATH OF A MEMBER.] Ne disability

coverage shall be provided by the plan- In the event of the death of an
active participant with ary eredited serviee of & deferred participant under
age 30, the total value of the account shall must be paid in a lump sum to
the designated beneficiary or, if none, the heirs at law of the decedent.

Sec. 38. Minnesota Statutes 1987 Supplement, section 353D.08, is amended
to read:

353D.08 [PORTABILITY.]

Qualified ambulance service personnel who change employment or mem-
bershlp among participating ambulance services may musi continue par-
ticipation in the plan without penalty of forfeiture after their interest yvests:
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Qualified ambulance service personne! who change employment orf mem-
bership to a nonparteipating ambulance serviee are not subject to the
forfeiture reguired by section 353D-07; subdivision S if rermination from
one participating ambulance service and commencement in another par-
ticipating ambulance service occur within 30 days.

Sec. 39. Minnesota Statutes 1987 Supplement, section 356.302, sub-
division 1, 1s amended to read:

Subdivision 1. [DEFINITIONS.] (a) The terms used in this section are
defined in this subdivision.

(b) “Average salary” means the highest average of covered salary for the
appropriate period of credited service that is required for the calculation
of a disability benefit by the covered retirement plan and that is drawn
from any period of credited service and successive years of covered salary
in a covered retirement plan.

(c) “Covered retirement plan” or “plan” means a retirement plan listed
in subdivision 7.

{d) “Duty-related” means a disabling illness or injury that occurred while
the person was actively engaged in employment duties or that arose out of
the person’s active employment duties.

(e) “General employee retirement plan” means a covered retirement plan
listed in subdivision 7, clauses (1) to (8).

(f) “Occupationally disabled” means the condition of having any a med-
ically determinable physical or mental impairment that makes a person
unable to satisfactorily perform the minimum requirements of the person’s
employment position or a substantially similar employment position.

(g) “Public safety employee retirement plan” means a covered retirement
plan listed in subdivision 7, clauses (9) to (11).

(h) “Totally and permanently disabled” means the eenditien ef having
any a medically determinable physical or mental impairment that makes a
person unable to engage in any substantial gainful activity and that is
expected to continue or has continued for a period of at least one year or
that is expected to result directly in the person’s death. :

Sec. 40. Minnesota Statutes 1987 Supplement, section 356.302, sub-
division 3, is amended to read:

Subd. 3. [GENERAL EMPLOYEE PLAN ELIGIBILITY REQUIRE-
MENTS.] A disabled member of a covered retirement plan who has credit
for allowabte service in a combination of general employee retirement plans
is entitled to a combined service disability benefit if the member:

(1) is less than 65 years of age on the date of application for the disability
benefit;

(2) has become totally and permanently disabled;

(3) has credit for allowable service in any combination of general employee
retirement plans totaling at least ten years if the person has not reached
age 50 of at least five years # the person has reached age 50;

{(4) has credit for at least six months of allowable service with the current
general employee retirement plan before the commencement of the disability;

(5) has at least five continuous years of allowable service credit by the
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general employee retirement plan or has at least a total of five years of
allowable service credit by a combination of general employee retirement
plans in a 72-month period during which no interruption of allowable
service credit from a termination of employment exceeded 29 days; and

(6) is not receiving a retirement annuity or disability benefit from any
covered general employee retirement plan at the time of the commencement
of the disability.

Sec. 41. [ELECTION TO RESUME RETIREMENT COVERAGE.]

A person employed by a public hospital as defined in section 355.71,
subdivision 3, who exercised an option under Laws 1963, chapter 793,
section 3, subdivision 5, between July 1, 1963, and June 30, 1967, to
terminate membership in the coordinated program of the public employees
retirement association may elect to resume that membership. The election
to resume membership must be made before October 1, 1988, on a form
prescribed by the executive director of the public employees retirement
association. Resumption of membership begins as of the first day of the
first full pay period after the election is filed with the executive director.

Sec. 42. [REPEALER.]

Minnesota Statutes 1987 Supplement, section 353D.07, subdivision 5,
is repealed.

Sec. 43. [EFFECTIVE DATE.]

Section 12 is effective March I, 1988. Section 21 is effective January
I, 1988. The remaining sections are effective July 1, 1988,

ARTICLE 6
MEDICARE COVERAGE REFERENDUM

Section 1. [355.90] [OPTIONAL MEDICARE COVERAGE FOR CER-
TAIN PRE-1986 PUBLIC EMPLOYEES.)

Subdivision 1. [DEFINITIONS.] (a) Notwithstanding any provision of
section 355 .01 to the contrary, the terms used in this section are defined
in this subdivision.

(b} “Employee” means an active member or participant of a public
employee pension plan listed in section 356.30, subdivision 3, clauses (5),
(64, (7)., (9), (10}, (11}, and {12}, who is not covered by a previous agree-
meni under section 355.02 for that employment and who meets the require-
ments of United States Code, title 42, section 418(v)(2).

(c) “Employment” means service performed for compensation by an
employee in the employ of the state or of a political subdivision that
constitutes Medicare qualified government employment under the provi-
sions of United States Code, title 42, section 410(p).

(d) “Political subdivision” means a public employer under section 355.01,
subdivision 10.

(e} “Social Security Act” means the act cited in section 355.01, sub-
division 8.

(f} “State agency” means the commissioner of emplovee relations or the
commissioner’s designee.
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(g) “Wages” means compensation specified in section 355.01, subdi-
vision 2.

Subd. 2. [OPTIONAL MEDICARE COVERAGE AGREEMENT.| Tke
state agency, with the approval of the governor, may modify its agreement
on behalf of the state and its political subdivisions with the Secretary of
Health and Human Services to extend the provisions of United States Code,
title 42, sections 426, 426-1, and 1395¢, to current employees of the state
and its political subdivisions who do not have that coverage through cov-
erage by the federal old age, survivors, and disability insurance program
[or that employment under any previous agreement or modification of the
agreement.

Subd. 3. [REFERENDUM.| A referendum on the question of extending
the provisions of United States Code, title 42, sections 426, 426-1, and
1395¢, must be held for each public employee pension plan listed in section
356.30, subdivision 3, except clauses (5) and (6), that has current members
or participants who do not have coverage by the federal old age, survivors,
and disability insurance program for the employment giving rise to that
pension plan membership. The state agency shall supervise the referendum
in accordance with United States Code, title 42, section 418, on the date
or dates set by the governor for each pension plan. The notice of the
referendum provided fo each employee must contain a statement sufficient
to inform the person of the rights available to the person as an employee
in Medicare qualified government employment and the employee contri-
bution rates applicable to the program. The referendum is approved if a
majority of the members or participants indicate their desire to have the
coverage on a form prescribed by the state agency. If the referendum is
approved, the governor shall certify that fact to the Secretary of Health
and Human Services, and the coverage is effective for all members or
participants of the plan on the first of the month after the certification
unless the participant or member elects coverage effective retroactively 1o
April 1, 1986.

Subd. 4. [EMPLOYEE AND EMPLOYER CONTRIBUTIONS.] (a) If
the referendum is approved, beginning on the first of the month after the
certification of approval by the governor, the employer of each member
or participant covered by the referendum shall deduct from the wages of
the employee an amount equal to the tax that would be imposed under
United States Code, title 26, section 3101(b}, if the services of the employee
for which wages were paid constituted employment as defined in Unired
States Code, title 26, section 3121,

(b) In addition to the deduction specified in paragraph (a), the employer
of each member or participant covered by the referendum shall also pay
an amount equal to the tax that would be imposed under United States
Code, title 26, section 3111(b), on the same wage base specified in para-
graph (a).

(¢) The amounts under paragraphs (a) and (b) shall be paid by rhe
emplover to the Secretary of the Treasury in the manner required by the
secretary.

Sec. 2. [EFFECTIVE DATE.]

Section 1 is effective the day following final enactment.



8330 JOURNAL OF THE SENATE [93RD DAY

ARTICLE 7
VOLUNTEER FIREFIGHTERS RELIEF ASSOCIATIONS

Section 1. [60A.40] [APPROVAL OF VOLUNTEER FIRE ANNUITY
CONTRACT BUSINESS.]

No insurance company that issues single premium annuity contracts may
enter into an annuity contract with a volunteer firefighters relief associ-
ation in this state unless the insurance company has been authorized to
conduct this type of business by the commissioner. If the commissioner
finds that the insurance company is rated according to a recognized national
rating agency or organization among the top 25 percent of all insurance
companies doing this type of business and is so situated and has sufficient
capabilities to service these contracts throughout the state, the commis-
sioner shall approve the insurance company for the conduct of this type
of business.

Sec. 2. Minnesota Statutes 1986, section 424A.02, is amended by adding
a subdivision to read:

Subd. 8a. [PURCHASE OF ANNUITY CONTRACTS.] A relief asso-
ciation providing a lump-sum service pension, if the governing articles of
incorporation or bylaws so provide, may purchase an annuity contract on
behalf of a retiring member in an amount equal to the service pension
otherwise payable at the request of the person and in place of a direct
payment to the person. The annuity contract must be purchased from an
insurance carrier licensed to do business in this state and approved for
this product by the commerce commissioner under section 1.

Sec. 3. Minnesota Statutes 1986, section 424A.02, is amended by adding
a subdivision to read:

Subd. 12a. [COMBINED SERVICE PENSIONS.] If the articles of incor-
poration or bylaws of the associations so provide, a volunteer firefighter
with total service credit of ten years or more as a member of iwo or more
relief associations is entitled, when otherwise qualified, to a prorated
service pension from each association in which the member has two years
or more of service credit. The prorated service pension must be based on
the service pension amount in effect for the relief association on the date
volunteer firefighting services covered by that relief association terminate.
To receive a service pension under this subdivision, the firefighter must
become a member of the second or succeeding association and give notice
of membership to the prior association within two years of termination of
active service with the prior association. The notice must be attested to
by the association secretary.

Sec. 4. [EFFECTIVE DATE.]
Sections 1 and 2 are effective the day following final enactment.

Section 3 is effective July 1, 1988, and applies to service performed by
a volunteer serving with a fire department on that date or thereafter.

ARTICLE 8 .
LOCAL POLICE AND FIRE RELIEF ASSOCIATIONS

Section 1. [VIRGINIA FIREFIGHTERS RELIEF ASSOCIATION; PRIOR
LEGISLATION.,] Laws 1987, chapter 372, article 2, section 16, is amended
to read:
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Sec. 16. [EFFECTIVE DATE.]

Section 1 is effective the day following final enactment. Sections 2 to 6
and 15 are effective upon approval by the Minneapolis city council and
compliance with Minnesota Statutes, section 645.021. Sections 7 to 9 are
effective npon approval by the Hibbing city council and compliance with
Minnesota Statutes, section 645.021. Section 10 is effective as approved
by the governing body of the city of West St. Paul and if there is compliance
with Minnesota Statutes, section 645.021, and the increase in service pen-
sions payable due to section 10 is initially payable on January 1, 1988,
and is applicable to any member of the West St. Paul police relief association
who retired on or after February 1, 1985. Section 11 is effective upon
approval by the Clifton independent nonprofit firefighting corporation and
the approval of the governing body of the township of Duluth and com-
pliance with Minnesota Statutes, section 645.021. Section 12 is effective
upon approval by the Mankato city council and compliance with Minnesota
Statutes, section 645.021. Section 13 is effective upen approval by the
governing body of the city of Millerville and compliance with Minnesota
Statutes, section 645.021. Section 14 is effective retroactive to January
1, 1987, upon approval by the Virginia city council and compliance with
Minnesota Statutes, section 645.021.

Sec. 2. [VIRGINIA FIREFIGHTERS RELIEF ASSOCIATION; SUR-
VIVOR BENEFITS.] '

Survivor benefits accrued to a member of the Virginia firefighters relief
association up to the date of death must be paid to surviving children, if
any, if the spouse of the member predeceases the member. If no children
survive the member, survivor benefits accrued to the member up to the
date of death must be paid 10 the beneficiary designated by the member.

Sec. 3. [EVELETH POLICE AND FIREFIGHTERS; BENEFIT
INCREASE. ]

Notwithstanding any general or special law to the contrary, in addition
to other benefits payable, retirement benefits payable to retired police
officers and firefighters and their surviving spouses by the Eveleth police
and fire trust fund may be increased by $50 a month. Increases may be
made retroactive to January I, 1988,

Sec. 4. [FRIDLEY FIREFIGHTERS; DEFINED CONTRIBUTION
PLAN.]

Notwithstanding any law to the contrary, the Fridley volunteer fire-
fighters relief association may amend its articles of incorporation or bylaws
to convert its defined benefit pension plan to a defined contribution plan.
The conversion plan must provide for allocation of special fund assets
among individual accounts to be established for each active firefighters
association member. Instead of providing further defined pension plan
benefits, the association shall purchase annuity contracts with existing
special fund assels for retired members and for active members who may
not qualify as a “volunteer firefighter” under Minnesota Statutes, chaprer
424A. All provisions of Minnesota Statutes not inconsistent with this section
govern the defined contribution plan established under this section.

Sec. 5. Laws 1953, chapter 151, section 9, subdivision 7, as amended
by Laws 1963, chapter 271, section 6, is amended to read:

Subd. 7. The association shall pay to any member who, after not less
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than ten five years of service in the police department, retires because of
sickness or injury occurring while not on duty and not engaged in police
work and the retirement is necessary because the member is unable to
perform police duties, a pension of 20 ter units per month, and for each
additional year of service over tes five years, a pension of two units per
month, but not to exceed a total of 40 units. If a member is entitled to
more than 40 units through years of service, he shall receive those additional
units over 40 when he becomes 50 years of age, but the total of these
pension payments shall not exceed 50 units per month.

Sec. 6. [MINNETONKA VOLUNTEER FIREFIGHTERS.]

Subdivision 1. [EXCLUSION FROM COVERAGE. | Notwithstanding any
law to the contrary, a volunteer firefighter serving with the Minnetonka
fire department is excluded from the definition of “public employee” in
Minnesota Statutes, section 353.01, subdivision 2, for activities undertaken
as part of volunteer firefighter duties. Compensation paid to a Minnetonka
volunteer firefighter for volunteer firefighting duties must be excluded from
the definition of “salary” in section 353.01, subdivision 10. A Minnetonka
volunteer firefighter is not a member of the public employees police and
fire fund as a result of volunteer firefighter duties.

Subd. 2. [QUALIFICATION FOR CERTAIN PERSONS.] A person who
is a Minnetonka volunteer firefighter may qualify as a “'public employee”
under section 353.01, subdivision 2, and may be a member of the public
employees police and fire fund for compensation received from employment
and activities other than volunteer firefighter duties.

Subd. 3. [REFUND.] A volunteer firefighter who is excluded from mem-
bership by subdivision I is entitled to a refund of member contributions
to the public employees retirement association or the public employees
police and fire fund based on compensation as a volunteer firefighter, plus
interest at the rate of six percent a year, compounded annually, if the person
or the city of Minnetonka demonstrates to the satisfaction of the executive
director of the association the amount of contributions made by the person
on behalf of service as a volunteer firefighter.

Sec. 7. [THIEF RIVER FALLS VOLUNTEER FIRE RELIEF ASSO-
CIATION; VALIDATION OF CERTAIN SERVICE PENSIONS.]

The payment of a service pension before January [, 1988, by the Thief
River Falls volunteer firefighters relief association to a person who ter-
minated active service with the Thief River Falls fire department with at
least 20 years of active service before attaining age 50 and who complies
with all other conditions of the articles of incorporation or bylaws of the
relief association are validated.

Sec. 8. [ST. PAUL TEACHERS RETIREMENT FUND ASSOCIATION
FIVE-YEAR VESTING.]

In accordance with Minnesota Statutes, section 354A.12, subdivision 4,
approval is granted for the St. Paul teachers retirement fund association
to amend the bylaws of the association in effect on June 1, 1978, as
amended, governing the benefits of the basic division of the association,
article IV, section 3, paragraph I, clauses (b}, applicable to limited service
pensions, and (d), applicable to deferred pensions, and article IV, section
3, paragraph 10, applicable to survivor benefits, by replacing the ten years
of accredited service vesting requirement with a five years of accredited
service vesting requirement.
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Sec. 9. [MINNEAPOLIS TEACHERS PARTICIPATING ANNUITY;
EXTENSION TO CERTAIN RETIREES.]

In accordance with Minnesota Statutes, section 354A,12, subdivision 4,
approval is granted for the Minneapolis teachers retirement fund associ-
ation to amend its articles of incorporation to permit annual participating
annuity adjustments under article IX, subsection (19), 1o be applied, effec-
tive January I, 1989, to minimum normal retirement annuities payable to
eligible recipients under article IX, subsection (14), as amended pursuant
to Laws 1987, chapter 372, article 3, section 1, paragraph (f).

Sec. 10. [LOCAL APPROVAL.]

Sections I and 2 are effective upon approval by the Virginia city council
and compliance with Minnesota Statutes, section 645.021.

~Section 3 s effective upon approval by the Eveleth city council and
compliance with Minnesota Statutes, section 645.021.

Section 4 is effective upon approval by the Fridley city council and
compliance with Minnesota Statutes, section 645,021

Section 5 is effective upon approval by the St. Paul city council and
compliance with Minnesota Statutes, section 645.021, subdivision 3.

Section 6 is effective upon approval by the Minnetonka city council and
compliance with Minnesota Statutes, section 645.021.

Section 7 is effective upon approval by the Thief River Falls city council
and compliance with Minnesota Statutes, section 645.021.

Sections 8 and 9 are effective the day following final enactment.
ARTICLE 9
OTHER RETIREMENT ISSUES

Section 1. Minnesota Statutes 1987 Supplement, section 352.835, sub-
division 1, is amended to read:

Subdivision 1. [ELIGIBILITY; RETIREMENT ANNUITY.] Any person
who is employed by the department of military affairs other than as a full-
time firefighter, who is covered by the general employee retirement plan
of the system as provided in section 352.01, subdivision 23, who is ordered
to active duty under section 190.08, subdivision 3, who elects this special
retirement coverage under subdivision 4, who is required to retire from
federal military status at the an age ef 60 years earlier than age 65 by
applicable federal laws or regulations and who terminates employment as
a state employee upon attaining that mandatory retirement age is entitled,
upon application, to a retirement annuity computed in accordance with
section 352,115, subdivisions 2 and 3, without any reduction for early
retirement under section 352.116, subdivision 1.

Sec. 2. Minnesota Statutes 1987 Supplement, section 352.85, subdivi-
sion 2, is amended to read:

Subd. 2. [DISABILITY BENEFIT.] An employee described in subdi-
vision 1, who is less than 60 years of the applicable federal military status .
mandatory retirement age and who becomes disabled and physically or
mentally unfit to perform occupational duties due to injury, sickness, or
other disability, and who is found disqualified for retention on active duty
as a result of a physical examination required by applicable federal laws
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or regulations, is entitled upon application to disability benefits computed
in the manner specified in section 352.113. Disability benefits are other-
wise governed by section 352.113, except that the age for the termination
of the disability benefit is 68 yeats the applicable federal military status
mandatory retirement age.

Sec. 3. [356.245] [LOCAL ELECTED OFFICIALS.]

An elected official covered by section 353.01, subdivision 2a, is eligible
to participate in the state of Minnesota deferred compensation plan under
section 356.24. A local governmental unit may make the matching employer
contributions authorized by that section on the part of a participating
elected official.

Sec. 4. Minnesota Statutes 1986, section 490.124, subdivision 2, is
amended to read:

Subd. 2. [MINIMUM SERVICE REQUIREMENT; EXTENSION OF
TERM.] No judge shall be eligible for an annuity at normal or early retire-
ment date if the judge has less than ten five years of allowable service. A
judge who shall retire on or, as permitted under sections 490.121 to 490.132,
after mandatory retirement date, shall be entitled to a proportionate annuity
based upon the allowable service of the judge at date of retirement.

A judge who was in office on December 31, 1973 and thereafter and
who, by the date on which the current term expires, would not be eligible
to retire with full benefits under statutes in effect on December 31, 1973,
may apply to the governer for an extension to serve up to three additional
years, stating the intentien of the judge to retire upon attaining eligibility
to receive a retirement allowance. Notwithstanding section 490,125, the
governor shall forthwith make a written order accepting the retirement
application, and extending the term of office of the judge for the period of
time, not to exceed three years, as may be necessary to make the judge
cligible for retirement, solely for purposes of computing benefits hereunder.

Sec. 5. Laws 1986, chapter 359, section 25, is amended to read:
Sec. 25. [STATE AIDS FOR WINONA.]

Upon receipt of the state auditor’s report of the relief association for
calendar year 1985 and of the valuation report for December 31, 1935, the
commissioner of finance shall issue warrants to the city of Winona in the
amounts equal to the amounts of police state aid, amortization state aid,
and supplemental amortization state aid withhéld by the department of
finance since August 26, 1985 1984, plus interest at a rate of six percent

_per annum from the date each state aid payment was withheld. This section

does not apply to state aids for which the relief association must qualify
after December 31, 1987 .

Sec. 6. [EFFECTIVE DATE.}]

Sections I, 2, and 5 are effective on the day following final enactment.
Sections 3 and 4 are effective July I, 1988,

- ARTICLE 10
UNIFORM JUDICIAL RETIREMENT PLAN

Section 1. Minnesota Statutes 1986, section 490,123, subdivision 1, is
amended to read:
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Subdivision 1. [CREATION; CONTRIBUTIONS. | There is hereby ere-
ated a special fund knewn as The “judges’ retirement fund”~ The fund
shal must be credited with all contributions, all interest, and all other
income authorized by law. From this fund there are appropriated the pay-
ments authorized by sections 490.121 to 490.132, in the amounts and at
the times provided herein, including the expenses of administering the
fund. Each A judge shall contribute to the fund from each salary payment
a sum equal to one-half of one percent of salary, plus a sum equal to the
salary multiplied by the rate of employee tax specified in the Federal
Insurance Contributions Act as defined in section 355.01, subdivision 9,
but in aggregate not less than seven percent of salary. In addition, a judge
referred to in section 355.392, subdivision I, clause (b), shall contribute
to the fund from each salary payment a sum equal to an additional three-
quarters of one percent of salary. The balance of all money necessary for
administering sections 490.121 to 490.132 and the judges’ retirement fund,
including payment of retirement compensation and other benefits under
sections 490.12J to 490.132, shal must be contributed to the fund by the
state.

Money certified by the executive director of the Minnesota state retire-
ment system to the commissioner of finance as needed to meet the state’s
obligations to the judges’ retirement fund shall must be transferred to the
fund at least once a month.

Sec. 2. Minnesota Statutes 1987 Supplement, section 490.124, subdi-
vision 11, is amended to read:

Subd. 11. [OPTIONAL ANNUITIES.] Fhere shall be No survivor or
death benefits may be paid in connection with the death of a judge who
retires after December 31, 1973, except as otherwise provided in sections
490.121 to 490.132. Within 30 days before retirement, except as provided
in subdivision 10, a judge may elect to receive, in liew instead of the normal
retirement annuity, an optional retirement annuity which shai take in the
form of either an annuity payable for a period certain and for life thereafter
ot after that period, a joint and survivor annuity without reinstatement in
the event of the designated beneficiary predeceasing the retired judge, or
a joint and survivor annuity with reinstatement in the event of the desig-
nated beneficiary predeceasing the retired judge. The An optional retire-
ment annuity shal musr be actuarially equivalent to a single life annuity
with no term certain and sha¥ musz be established by the board of directors
of the Minnesota state retirement system. In establishing these optional
retirement anpuity forms, the board shall obtain the written recommen-
dation of the actuary retained by the legislative commission on pensions
and retirement. The recommendations skall must be a part of the permanent
records of the board. :

Sec. 3. Minnesota Statutes 1986, section 490.129, is amended to read:
490.129 [BENEFITS CFFSET.]

Upon any event of maturity of benefits for any @ judge referred to in
section 355.392, subdivision 1, clause (b), the amount payable from the
judges’ retirement fund skall must be reduced by #5 50 percent of the
amount of the judge’s primary benefit payable upon the event of maturity
of benefits under the Social Security Act.

Upon any event of maturity of benefits for the judge’s surviving spouse
or dependent children under section 490.124, subdivision 9, the amount
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payable from the judges’ retirement fund shall must be based ¢a3 (1) on the
judge’s normal retirement annuity or ¢b} (2) upon the event of maturity of
benefits under the Social Security Act, on the judge’s normal retirement
annuity after reduction by 73 50 percent of the amount of the judge’s primary
benefit under the Social Security Act; provided that the surviving spouse
or dependent children shal must receive an annuity of not less than 25
percent of the judge’s final average compensation.

Sec. 4. [EFFECTIVE DATE. ]

Sections [ and 2 are effective July I, I1988. Section 3 is effective ret-
roactively to August 1, 1987, and applies to benefits that accrued, accrue,
or would have accrued after that date.

ARTICLE 11
INDIVIDUAL RETIREMENT ACCOUNT PLAN

Section 1. Minnesota Statutes 1986, section 354.05, is amended by
adding a subdivision to read: :

Subd. 2a. [EXCEPTIONS. ] Notwithstanding subdivision 2, a person who
is first employed as a teacher in the state university system or the state
community college system after June 30, 1988, is not a¢ member of the
fund unless the person is covered by section 3, subdivision 2, and has
exercised an option under that subdivision to remain a member of the fund.

Sec. 2. [354B.01] [DEFINITIONS.]

Subdivision 1. [PLAN.] “Plan” means the individual retirement account
plan established by sections 2 10 5. '

Subd. 2. [COVERED EMPLOYMENT, STATE UNIVERSITIES.] “Cov-
ered employment,” with respect to employment by the state university sys-
tem, means employment in a position included in the definition of reacher
under section 354.05, subdivision 2, other than that of an administrator
covered by or eligible for coverage in the Minnesota state retirement system
unclassified employees retirement plan.

Subd. 3. [COVERED EMPLOYMENT, COMMUNITY COLLEGES.]
“Covered employment,” with respect to employment by the community
college system, means employment in a position included in the definition
of teacher under section 354.05, subdivision 2.

Sec. 3. [354B.02] [COVERED PERSONS.]

Subdivision 1. [PLAN PARTICIPANTS.] Except as provided in subdi-
vision 2, a person who was first employed in covered employment after
June 30, 1988, shall participate in the plan.

Subd. 2. [PERSONS WITH CERTAIN PRIOR SERVICE.] A person with
prior service as a member of the teachers retirement association other
than in covered employment under section 2, subdivision 2 or 3, who is
entitled to a deferred annuity under section 354.55, subdivision 11, and
who is first employed in covered employment after June 30, 1988, may,
at the person’s option, remain a member of the teacher’s retirement asso-
ciation or participate in the plan.

Sec. 4. [354B.04] [CONTRIBUTIONS.]

Subdivision 1. [MEMBER CONTRIBUTIONS.] Persons in covered
employment who participate in the plan shall make a member contribution
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in an amount equal to the amount prescribed by section 354 .42, subdivision
2. The contribution must be made by payroll deduction each pay period.

Subd. 2. [EMPLOYER CONTRIBUTIONS.] The employer of persons in
covered employment who participate in the plan shall make an employer
contribution in an amount equal to the amount prescribed by section 354 .42,
subdivision 3, and shall continue to make an additional employer contri-
bution to the teachers retirement association in an amount equal to the
amount prescribed by section 354 .42, subdivision 3.

Subd. 3. [MANNER OF EMPLOYER CONTRIBUTIONS.] The employer
of persons in covered employment shall make employer contributions from
any available revenue sources. The emplover contribution must be made
each pay period.

Sec. 5. [354B.05] [ADMINISTRATION.]

Subdivision 1. [GOVERNING BOARDS.] The state university board
shall administer the plan for persons in covered employment under section
2, subdivision 2. The community college board shall administer the plan
Jor persons in covered employment under section 2, subdivision 3.

Subd. 2. [PURCHASE OF CONTRACTS.] The state university board
and the community college board shall arrange for the purchase of annuity
contracts, fixed, variable, or a combination of fixed and variable, or
custodial accounts to provide retirement and death benefits to members of
the plan. The contracts or accounts must be purchased with contributions
under section 4 or money or assets otherwise provided by law or by
authority of the state university board or community college board and
acceptable by the financial institutions from which the contracts or accounts
are purchased.

~ Subd. 3. [SELECTION OF FINANCIAL INSTITUTIONS.| The state
university board and the community college board shall select no more
than three financial institutions to provide annuity contracts or custodial
accounts. Investment programs offered by the institutions must meet the
requirements of section 401(a} or 403(b) of the Internal Revenue Code of
1986, as amended. In making their selections, the boards shall consider
these criteria:

(1) the experience and ability of the financial institution to provide
retirement and death benefits suited to the needs of the covered employees;

(2) the relationship of the benefits to their cost; and
(3) the financial strength and stability of the institution.

Subd. 4. [BENEFITS OWNED BY MEMBERS.] The retirement and
death benefits provided by the annuity contracts or custodial accounts are
owned by the members of the plan and must be paid in accordance with
the provisions of the annuity contracts or custodial accounts.

Sec. 6. Minnesota Statutes 1986, section 356.24, is amended to read:

356.24 [SUPPLEMENTAL PENSION OR DEFERRED COMPENSA-
TION PLANS, RESTRICTIONS UPON GOVERNMENT UNITS.|

It is unlawful for a school district or other governmental subdivision or
state agency to levy taxes for, or contribute public funds to a supplemental
pension or deferred compensation plan svhich rhat is established, main-
tained, and operated in addition to a primary pension program for the
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benefit of the governmental subdivision employees other than to a supple-
mental pension plan whieh that was established, maintained and operated
prier to before May 6, 1971, to any a plan whieh rthat provides solely for
group health, hospital, disability, or death benefits, to the individual retire-
ment account plan established by sections 2 10 5, or to any a plan which
that provides solely for severance pay as authorized pursuant to by section
465.72 to a retiring or terminating employee. No change in benefits or
employer contributions in any plan to which this section applies after May
6, 1971 shal be, is effective without prior legislative authorization.

Sec. 7. [CERTAIN NEW EMPLOYEES.]

Notwithstanding section 3, a person who was first hired in covered
employment after June 30, 1988, does not become a member of the plan
established by sections 3 to 5 until the plan is in operation and ready io
accept contributions, and the payment of employer and emplovee contri-
butions under section 4 does not begin until that time.

Sec. 8. [EFFECTIVE DATE.]
Sections 1 to 7 are effective July 1, 1988.”
Delete the title and insert:

“A bill for an act relating to retirement; making technical changes in the
laws governing the teachers retirement association and the public employees
retirement association; including certain county historical society employ-
ees in the membership of the public employees retirement association;
authorizing certain persons to purchase prior service; excluding certain
metropolitan transit commission employees from additional disability and
survivorship coverage; regulating volunteer firefighters annuity contracts;
authorizing changes in certain local police and firefighters relief associa-
tions; authorizing optional Medicare coverage for certain public employees;
providing for a special referendum; amending certain mandatory retirement
age provisions; clarifying eligibility of local elected officials for partici-
pation in a deferred compensation program; amending vesting provisions
for judges; permitting the payment of certain state aids to the city of
Winona; making technical changes in the laws governing the judges retire-
ment plan; establishing an individual retirement account plan for state
university and community college faculty; amending Minnesota Statutes
1986, sections 353.01, subdivisions 15, 29, and by adding a subdivision;
353.028, subdivision 2; 353.03, subdivision 1; 353.27, subdivisions 7, 13,
and by adding subdivisions; 353.32, subdivision 5; 353.33, subdivision 7,
353.37, subdivision 1; 353.65, subdivision 2; 354.05, by adding a sub-
division; 356.24; 424A.02, by adding subdivisions; 471.61, subdivision 1;
473.418; 490.123, subdivision 1; 490.124, subdivision 2; and 490.129;
Minnesota Statutes 1987 Supplement, sections 136.82, subdivision 1; 352.85,
subdivisions 1 and 2; 353.01, subdivisions 2a, 2b, 10, 16, and 20; 353.27,
subdivisions 10 and 12; 353.29, subdivision 6; 353.32, subdivision la;
353.34, subdivision 3;353A.10, subdivision 3; 353C.02; 353C.03; 353C.04;
353C.05; 353C.06, subdivisions 1, 3, and 4; 353C.07; 353C.08, subdivi-
sion 5 and by adding a subdivision; 353D.05, subdivision 2; 353D.07,
subdivisions 1, 2, and 4; 353D.08; 356.302, subdivisions ! and 3; and
490.124, subdivision 11; Laws 1955, chapter 151, section 9, subdivision
7, as amended; Laws 1986, chapter 359, section 25; Laws 1987, chapter
372, article 2, section 16; proposing coding for new law in Minnesota
Statutes, chapters 60A; 355; and 356, proposing coding for new law as
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Minnesota Statutes, chapter 354B; repealing Minnesota Statutes 1987 Sup-
plement, section 353D.07, subdivision 5.7

We request adoption of this report and repassage of the bill.
House Conferees: (Signed) Tom Rukavina, Gerald Knickerbocker

Senate Conferees: (Signed) Darril Wegscheid, Earl W. Renneke, Donald
M. Moe

Mr. Wegscheid moved that the foregoing recommendations and Confer-
ence Committee Report on H.F No. 2477 be now adopted, and that the
bill be repassed as amended by the Conference Committee. The motion
prevailed. So the recommendations and Conference Committee Report
were adopted.

H.E No. 2477 was read the third time, as amended by the Conference
Comumittee, and placed on its repassage.

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

The roll was called, and there were yeas 61 and nays 0, as follows:
Those who voted in the affirmative were:

Adkins . Davis Knaak Moe, D.M. Schmitz
Anderson Decker Knutson Moe, R.D. Solon
Beckman DeCramer Kroening Morse Spear
Belanger Diessner Laidig Novak Storm
Benson Frank Lantry Olson Stumpf
Berg Frederick Larson Peterson, D.C. Taylor
Berglin Frederickson, D.J. Lessard Peterson, R.W Vickerman
Bernhagen Frederickson, D.R. Luther Piper Waldorf
Bertram Freeman Marty Pogemiller Wegscheid
Brandl Gustafson McQuaid Putfeerst

Brataas . Hughes Mehrkens Rarnstad

Cohen Johnson, D.E. Merriam Reichgott

Dahl Jude Metzen Renneke

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

MESSAGES FROM THE HOUSE - CONTINUED
Mr. President:

I have the honor to announce that the House refuses to concur in the
Senate amendments to House File No. 2008:

H.E No. 2008: A bill for an act relating to elections; clarifying certain
public campaign financing limits; amending Minnesota Statutes 1986, sec-
tion 10A.25, subdivision 10; Minnesota Statutes 1987 Supplement, sections
10A.255, subdivision 1; 10A.32, subdivision 3; repealing Minnesota Stat-
utes 1986, section 10A.32, subdivision 3b.

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

Johnson, A.; Ogren and Quinn have been appointed as such commiitee
on the part of the House.

House File No. 2008 is herewith transmitted to the Senate with the request
that the Senate appoint a like committee.
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Edward A. Burdick, Chief Clerk, House of Representatives

Transmitted April 25, 1988

Mr. Frank moved that the Senate accede to the request of the House for
a Conference Committee on H.FE No. 2008, and that a Conference Com-
mittee of 3 members be appointed by the Subcommittee on Committees
on the part of the Senate, to act with a like Conference Committee appointed
on the part of the House.

The question was taken on the adoption of the motion.
The roll was called, and there were yeas 39 and nays 19, as follows:
Those who voted in the affirmative were:

Adkins Dahl Jude Moe, R.D. Schmitiz
Beckman Davis Kroening Novak Solon
Belanger DeCramer Lantry Peterson, D.C. Spear
Berg Diessner Lessard Peterson, R. W Stumpf
- Berglin Frank Luther Piper Vickerman
Bertram Frederickson, D.J. Marty Pogemitler Waldorf
Brand! Freeman Merriam Purfeerst Wegscheid
Cohen Hughes Metzen Reichgott

Those who voted in the negative were:
Anderson Decker Knaak McQuaid " Renneke
Benson Frederick Knoutson Mehrkens Storm
Bernhagen Frederickson, D.R. Laidig Olson Taylor
Brataas Johnson, D.E. Larson Ramstad

The motion prevailed.

MESSAGES FROM THE HOUSE - CONTINUED
Mr. President:

I have the honor to announce that the House has adopted the recom-
mendation and report of the Conference Committee on House File No.
2407, and repassed said bil! in accordance with the report of the Committee,
so adopted.

House File No. 2407 is herewith transmitted to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Transmitted April 25, 1988

CONFERENCE COMMITTEE REPORT ON H.E NO. 2407

A bill for an act relating to the state and local governments; providing
that municipal volunteers are employees for purposes of tort claims; pro-
viding that employees and officers of the world trade center board and
greater Minnesota corporation are state employees for purposes of state
tort claims; providing that officers and directors of public corporations are
immune from liability under standards for nonprofit corporations; clarifying
immunity from civil liability for certain athletic officials; amending Min-
nesota Statutes 1986, sections 317.22, subdivision 4; 317.28; 466.01, by
adding a subdivision; Minnesota Statutes [987 Supplement, sections 44A.02,
subdivision 3; 1160.03, by adding a subdivision; 1160.04, subdivision 2;
317.201, subdivision 1; 340A.801, subdivisions 1 and 4; 340A.802; and
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604 .08, subdivision 1.
April 19, 1988

The Honorable Robert Vanasek
Speaker of the House of Representatives

The Honorable Jerome M. Hughes
President of the Senate

We, the undersigned conferees for H.E No. 2407, report that we have
agreed upon the items in dispute and recommend as follows:

That the Senate recede from its amendments and that H.E No. 2407 be
amended as follows:

Delete everything after the enacting clause and insert:

“Section 1. Minnesota Statutes 1987 Supplement, section 44A.02, sub-
division 3, is amended to read:

Subd. 3. [EMPLOYEES.] The president may appoint employees and
prescribe their duties. Employees and officers of the corporation are not
state employees, but are covered by section 3.736 and, at the option of the
board, may participate in the following plans for employees in the unclas-
sified service: the state retirement plan, the state deferred compensation
plan, and the health insurance and life insurance plans. The president may
delegate to a subordinate the exercise of specified statutory powers or duties
as the president deems advisable, subject to the control of the president.

Sec. 2. Minnesota Statutes 1987 Supplement, section 1160.03, is amended
by adding a subdivision to read:

Subd. 10. [TORT CLAIMS.] The corporation is a state agency for pur-
poses of section 3.736.

. Sec. 3. Minnesota Statutes 1987 Supplement, section 1160.04, subdi-
vision 2, is amended to read:

Subd. 2. [STATUS OF EMPLOYEES.] Employees, officers, and directors
of the corporation are not state employees, but are covered by section 3.736
and, at the option of the board, may participate in the state retirement plan
and the state deferred compensation plan for employvees in the unclassified
service and an insurance plan administered by the commissioner of employee
relations.

Sec. 4. Minnesota Statutes 1987 Supplement, section 317.201, subdi-
vision 1, is amended to read:

Subdivision 1. [GENERALLY.] Except as provided in subdivision 2, no
person who serves without compensation as a director, officer, trustee,
member, or agent of an organization exempt from state income taxation
under section 290.05, subdivision 2, or who serves without compensation
as a fire chief of a nonprofit firefighting corporation or municipal volunteer
fire department, or of a public corporation established by law but not
considered a municipality, shall be held civilly liable for an act or omission
by that person if the act or omission was in good faith, was within the
scope of the person’s responsibilities as a director, officer, trustee, member,
agent, or fire chief of the organization, and did not constitute willful or
reckiess misconduct.

Sec. 5. Minnesota Statutes 1986, section 317,22, subdivision 4, is amended
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to read:

Subd. 4. [NOTICE.] Subject to waiver under section 317.24, notice of
meetings and elections, as provided in section 317.02, subdivision 6, shall
be given to all members entitled to vote at the meeting or election. [f proxies
are permitted at the meeting, the notice shall so inform members and state
the procedure for appointing proxies.

Sec. 6. Minnesota Statutes 1986, section 317.28, is amended to read:
317.28 [BOOKS AND RECORDS; FINANCIAL STATEMENT. ]

(1) A domestic corporation shall keep at its registered office correct and
complete books of account and minutes of proceedings of meetings of (a)
members, (b) board of directors, and (¢} committees having any of the
authority of the board of directors.

(2) A member, or the member’s agent or attorney, may inspect all books
and records for any proper purpose at any reasonable time.

(3) Upon request by a member, the domestic corporation shall furnish
the member with a statement showing the financial result of all operations
and transactions affecting income and surplus during its last annual accounting
period and a balance sheet containing a summary of its assets and liabilities
as of the closing date of such accounting period.

(4) If the articles or bylaws permit a specified percentage of members
to call a meeting of the board of directors or the membership, the cor-
poration shall provide any voting member, within ten days after receiving
a request, a statemen! showing the number of members required to call
the meeting. The statement is binding on the corporation.

Sec. 7. Minnesota Statutes 1986, section 466.01, is amended by adding
a subdivision to read:

Subd. 6. [EMPLOYEE, OFFICER, OR AGENT.] For the purposes of
sections 466.01 ro 466.15, “employee,” “officer” or “agent” means a
present or former employee, officer, or agent of a municipality, or other
person acting on behalf of the municipality in an official capacity, tem-
porarily or permanently, with or without compensation, but does not include
an independent contractor.

Sec. 8. Minnesota Statutes 1987 Supplement, section 604 .08, subdivi-
sion 1, is amended to read:

Subdivision 1. [GRANT.] No individual who provides services or assis-
tance without compensation as an athletic coach, manager, or official for
a sports team that is organized or performing under a nonprofit charter,
and no community-based, voluntary nonprofit athletic association, or any
volunteer of the nonprofit athletic association, is liable for money damages

“to a player e¥, participant, or spectator as a result of an individual’s acts
or omissions in the providing of that service or assistance.

This section applies to organized sports competitions and practice and
instruction in that sport.

For purposes of this section, “compensation” does not include reim-
bursement for expenses.”

Delete the title and insert:
“A bill for an act relating to the state and local governments; providing
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that municipal volunteers are employees for purposes of tort claims; pro-
viding that employees and officers of the world trade center board and
greater Minnesota corporation are state employees for purposes of state
tort claims; providing that officers and directors of public corporations are
immune from liability under standards for nonprofit corporations; clarifying
immunity from civil liability for certain athletic officials; amending Min-
nesota Statutes 1986, sections 317.22, subdivision 4; 317.28; and 466.01,
by adding a subdivision; Minnesota Statutes 1987 Supplement, sections
44A.02, subdivision 3; 1160.03, by adding a subdivision; 1160.04, sub-
division 2; 317.201, subdivision 1; and 604.08, subdivision 1.7

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

House Conferees: (Signed) Roger M. Cooper, Sandra L. Pappas, Allen
Y Quist

Senate Conferees: (Signed) William P Luther, Richard ). Cohen, Jim
Ramstad

Mr. Luther moved that the foregoing recommendations and Conference
Committee Report on H.E No. 2407 be now adopted, and that the bill be
repassed as amended by the Conference Committee. The motion prevailed.
So the recommendations and Conference Committee Report were adopted.

H.F No. 2407 was read the third time, as amended by the Conference
Committee, and placed on its repassage.

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

The roll was called, and there were yeas 57 and nays 2, as follows:
Those who voted in the affirmative were; -

Adkins Dahl Jude Metzen Schmitz
Anderson Davis Knaak Moe, D.M. Solon
Beckman Decker Knutson Moe, R.D2. Spear
Belanger DeCramer Kroening Novak Storm
Benson Diessner Laidig Peterson, D.C. Stumpf
Berg Frank Lantry Peterson, R.W. Taylor
Berglin Frederick Larson Piper Vickerman
Bernhagen Frederickson, D.J. Lessard Pogemiller Waldorf
Bertram Frederickson, D.R. Luther Purfeerst Wegscheid
Brandl Freeman Marty Rarnstad

Brataas Hughes McQuaid Reichgott

Cohen Johnson, D.E. Mechrkens Renneke

Mr. Merriam and Ms. Olson voted in the negative.
So the bill, as amended by the Conference Committee, was repassed and
its title was agreed to.
MOTIONS AND RESOLUTIONS - CONTINUED

SPECIAL ORDER
The question recurred on H.E No. 1941.

H.E No. 1941: A bill for an act relating to charitable gambling; increasing
the time period allowed for cities and counties to review license applica-
tions; amending Minnesota Statutes 1986, section 349.213, subdivision 2.

Mrs. Lantry moved to amend H.E No. 1941, as amended pursuant to
Rule 49, adopted by the Senate March 14, 1988, as follows:
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(The text of the amended House File is identical to §.F No. 1764.)
Page 1, after line 9, insert:

“Section 1. Minnesota Statutes 1986, section 349.151, subdivision 4,
is amended to read:

Subd. 4. [POWERS AND DUTIES.] The board has the following powers
and duties:

(1) to issue, revoke, and suspend licenses to organizations, distributors,
and manufacturers under sections 349.16, 349.161, and 349.163;

(2) to collect and deposit license fees and taxes due under this chapter;

(3) to receive reports required by this chapter and inspect the records,
books, and other documents of organizations and suppliers to insure com-
pliance with all applicable laws and rules;

(4} to make rules, including emergency rules, required by this chapter;

(5) to register gambling equipment and issue registration stamps under
section 349.162;

(6) to provide by rule for the mandatory posting by organizations con-
ducting lawful gambling of rules of play and the odds and/or house per-
centage on each form of lawful gambling;

{7) to report annually to the governor and legislature on its activities and
on recommended changes in the laws governing charitable gambling; and

(8) impose civil penalties of not more than $500 per violation on orga-
nizations, distributors, and manufacturers for failure to comply with any
provision of sections 34912 to 349.23 or any rule of the board; and

{9) to adopt rules permitting informational and educational advertising
relating to conducting a lottery game.”

Page 2, after line 32, insert:
“Sec. 4. [EFFECTIVE DATE.]

Section | is effective the day following ratification of an amendment
allowing the state to operate a lottery.”

Mr. Knaak questioned whether the amendment was germane.
The President ruled that the amendment was not germane.

H.F No. 1941 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 1, as follows:

Those who voted in the affirmative were:
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Adkins Dahl Jude Moe, D.M. Renneke
Anderson Davis Knaak Moe, R.D. Schmitz
Beckman Decker Knutson Morse - Spear
Belanger DeCramer Kroening Novak Storm
Benson Diessner Laidig Olson Stumpf
Berg Frank Lantry Peterson, D.C. Taylor
Berglin Frederick Larson Peterson, R. W Vickerman
Bernhagen Frederickson, D.J. Luther Piper Waldorf
Bertram Frederickson, D.R. Marty Pogemiller Wegscheid
Brandl Freeman McQuaid Purfeerst

Brataas Hughes Merriam Ramstad

Cohen Johnson, D.E. Metzen Reichgott

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

RECESS

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

After a brief recess, the President called the Senate to order,

APPOINTMENTS

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

H.F No. 2008: Messrs. Frank, Pogemiller and Luther.

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

MOTIONS AND RESOLUTIONS - CONTINUED

Mr. Moe, R.D. moved that Senate Resolution No. 119 be taken from the
table. The motion prevailed.

Senate Resolution No. 119: A Senate resolution commending Gordon
Rosenmeier for his outstanding service to the State of Minnesota as a
member of the State Senate.

WHEREAS, Gordon Rosenmeier served as a distinguished member of
the Minnesocta Senate from 1941 to 1970; and

WHEREAS, he commanded the highest respect of governors, legislators,
and the public and is recognized as one of the exceptional legislative leaders
in state history; and

WHEREAS, he championed the cause of sound, efficient government
and exemplified the highest ethical standards in public service; and

WHEREAS, he advocated the integrity of the legislative process and
envisioned a special role for the Minnesota Senate in governing the state;
and

WHEREAS, he authored some of the most significant legislation in recent
history, including legislation creating the Minnesota Pollution Control Agency,
the State Planning Agency, and the Metropolitan Council; establishing
Minnesota’s student scholarship program; and protecting the state’s trea-
sured natural and historic resources; NOW, THEREFORE,
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BE IT RESOLVED by the Senate of the State of Minnesota that an
expression of gratitude and appreciation is extended to Gordon Rosenmeier
in recognition of his outstanding service to the State of Minnesota as a
member of the State Senate. '

BE IT FURTHER RESOLVED that the Secretary of the Senate is directed
to prepare an enrolled copy of this resolution, to be authenticated by his
signature and that of the Chairman of the Senate Rules and Administration
Committee, and present it to Gordon Rosenmeier.

The question was taken on the adoption of the resolution.
The roll was called, and there were yeas 55 and nays 0, as follows:
Those who voted in the affirmative were: '

Adkins Davis Jude Merriam Ramstad
Anderson Decker Knaak Metzen Reichgott
Beckman DeCramer Knutson Moe, DM. Renncke
Belanger Diessner Kroening Moe, R.D. Schmitz
Benson Frank Lantry Novak Solon
Berglin Frederick Larson Olson Storm
Bernhagen Frederickson, D], Lessard Peterson, D.C, Stumpf
Bertram Frederickson, D.R. Luther Peterson, R.W Taylor
Brandl Freeman Marty Piper Yickerman
Brataas Hughes McQuaid Pogemiller Waldorf
Dahl Johnson, D.E. Mehrkens Purfeerst Wegscheid

The motion prevailed. So the resolution was adopted.

MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and
Resolutions, the Senate reverted to the Order of Business of Messages
From the House.

MESSAGES FROM THE HOUSE
Mr. President:

I have the honor to announce that the House has adopted the recom-
mendation and report of the Conference Committee on House File No.
2245, and repassed said bill in accordance with the report of the Committee,
so adopted.

House File No. 2245 is herewith transmitted to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Transmitted April 25, 1988

CONFERENCE COMMITTEE REPORT ON 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 education for-
mulas; offering free admission to secondary school to eligible persons at
least 21 years of age; creating education district revenue; encouraging
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integrated learning environments; making technical corrections to the coop-
erative sccondary facilities grant act; providing for the sale of permanent
school fund lands; requiring the signing of an education statement; requir-
ing certain changes in the state high school league; creating a task force
on school district reorganization; changing the capital expenditure for-
mulas; 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 1, and by adding a subdivision;
120.0752, subdivision 1, and by adding a subdivision; 120.74, subdivision
1; 121.11, subdivision 12; 121.15, subdivisions 6, 7, and by adding a
subdivision; 121.612, by adding a subdivision; 121.88, by adding subdi-
visions; 123.35, subdivision §; 123.3514, by adding a subdivision; 124.17,
by adding a subdivision; 124.18, subdivision 2; 124.214, subdivision 2;
124,225, by adding a subdivision; 124.245, by adding a subdivision; 124.271,
by adding subdivisions; 124.2711, by adding a subdivision; 124A.036,
subdivision 2; 126.14, subdivision 1; 126.151; 126.56, subdivision 2;
129.121, subdivision 2, and by adding subdivisions; 260.015, subdivision
19;275.125, by adding subdivisions; Minnesota Statutes 1987 Supplement,
sections 92.46, subdivision 1; 92.67, subdivisions 1, 3, and 4; 120.0752,
subdivision 3; 120.101, subdivisions 5 and 9; 120.17, subdivision 1; 121.612,
subdivision 3; 121.87, subdivision la; 123.3515, subdivisions 1, 2, 3, 5,
6, 9, and by adding a subdivision; 124.214, subdivision 3; 124.223; 124225,
subdivision 4b; 124.26, subdivision 1b; 124.271, subdivision 2b; 124.2711,
subdivision 1; 124.494, subdivisions 5 and 6; 124.573, subdivision 2b, and
by adding subdivisions; 124A.036, subdivision 5; 124A.22, subdivisions
2,3, and 6; 124A.23, subdivisions 1, 2, 3, and by adding subdivisions;
124A.24; 124A.25, subdivisions 2, 4, and by adding a subdivision; 125.185,
subdivision 4; 126.22, subdivisions 2, 3, 4, and by adding a subdivision;
126.666, by adding a subdivision; 126.70, subdivision 2a; 129,121, sub-
division 1; 129B.11, subdivisionis 1 and 2, and by adding a subdivision;
275.125, subdivisions 5 and 8§; Laws 1987, chapter 398, article 1, section
27, subdivision 3; article 2, section 13, subdivision 2; article 3, section
39, subdivision 8; article 3, 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, section 124.245, subdivision 4; Minnesota Statutes 1987
Supplement, sections 121.11, subdivision 16; 124.244; 124.245, subdi-
visions 3, 3a, and 3b; 124A.27, subdivision 10; and 275,125, subdivisions
6e and 1lc.

April 25, 1988

The Honorable Robert Vanasek
Speaker of the House of Representatives

The Honorable Jerome M. Hughes
President of the Senate

We, the undersigned conferces for H.E No. 2245, report that we have
agreed upon the items in dispute and recommend as follows:

That the Senate recede from its amendments and that H.F No. 2245 be
further amended as follows:

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

Section 1. Minnesota Statutes 1987 Supplement, section 124A.22, sub--
division 2, is amended to read: :

Subd. 2. [BASIC REVENUE.] The basic revenue for each district equals
the formula allowance times the actual pupil units for the school year. The
formula allowance is $2:735 $2,755 for the 1988-1989 school year. The
Sformula allowance is 32,800 for fiscal year 1990.

Sec. 2. Minnesota Statutes 1987 Supplement, section 124A.22, is amended
by adding a subdivision to read:

Subd. 7. [DEFINITIONS FOR 1988-1989 SUPPLEMENTAL REVE-
NUE.] (a) The definitions in this subdivision apply only to subdivision 8.

(b) “1987-1988 revenue” means the sum of the following categories of
revenue for a district for the 1987-1988 school year: :

(1} basic foundation revenue, tier revenue, and declining pupil unir
revenue, according to Minnesota Statutes 1986, as supplemented by Min-
nesota Statutes 1987 Supplement, chapter 124A, plus any reduction to
second tier revenue, according to Minnesota Statutes 1986, section 124A.08,
subdivision 5;

(2) teacher retirement and FICA aid, according to Minnesota Statutes
1986, sections 124.2162 and 124.2163;

{3) chemical dependency aid, according to Minnesota Statutes 1986,
section 124.246;

(4) gifted and talented education aid, according to Minnesota Statutes
1986, section 124.247;

(3) interdistrict cooperation aid and levy, according to Minnesota Stat-
utes 1986, sections 124.272 and 275.125, subdivision 8a;

(6) arts education aid, according to Minnesota Statutes 1986, section
124.275; .

(7) summer program aid and levy, according to Minnesota Statutes 1936,
sections 124A.03 and 124A.033;

(8} programs of excellence grants, according to Minnesota Statutes 1986,
section 126.60; and

(9) liability insurance levy, according to Minnesota Statutes 1986, sec-
tion 466.06.

For the purpose of this subdivision, intermediate districts and other
employing units, as defined in Minnesota Statutes 1986, section 124.2161,
- shall allocate the amount of their teacher retirement and FICA aid for
fiscal year 1988 among their participating school districts.

fc) “Minimum allowance” for a district means:

(1) the district’s 1987-1988 revenue, according to subdivision 1; divided
by )

(2) the district's 1987-1988 actual pupil units, adjusted for the change

in secondary pupil unit weighting from 1.4 10 1.35 made by Laws 1987,
chapter 398, plus
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(3) $70.

Sec. 3. Minnesota Statutes 1987 Supplement, section 124A.22 | is amended
by adding a subdivision to read:

Subd. 9. [DEFINITIONS FOR SUPPLEMENTAL REVENUE.] (a) The
definitions in this subdivision apply only to subdivision §.

(b) “1987-1988 revenue” means the sum of the following categories of
revenue for a district for the 1987-1988 school year:

(1) basic foundation revenue, tier revenue, and declining pupil unit
revenue, according to Minnesota Statutes 1986, as supplemented by Min-
nesota Statutes 1987 Supplement, chaprer 124A, plus any reduction to
second tier revenue, according to Minnesota Statutes 1986, section 124A.08,
subdivision 5;

{2) teacher retirement and FICA aid, according to Minnesota Statutes
1986, sections 124.2162 and 124.2163;

(3) chemical dependency aid, according to Minnesota Statutes 1986,
section 124.246;

(4) gifted and talented education aid, according to Minnesota Statutes
1986, section 124.247;

(5) arts education aid, according to Minnesota Statutes 1986, section
124 .275;

(6) summer program aid and levy, éccording to Minnesota Statutes 1986,
sections 124A.03 and 124A.033;

{7) programs of excellence grants, according to Minnesota Statutes 1986,
section 126 .60, and

{8) liability insurance levy, according to Minnesota Statutes 1986, sec-
tion 466.06.

For the purpose of this subdivision, intermediate districts and other
employing units, as defined in Minnesota Statutes 1986, section 124.2161,
shall allocate the amount of their teacher retirement and FICA aid for
fiscal year 1988 among their participating school districts.

{c) “Minimum allowance” for a district means:

(1) the district’'s 1987-1988 revenue, according to subdivision I divided
by

(2) the district’s 1987-1988 actual pupil units, adjusted for the change
in secondary pupil unit weighting from 1.4 10 1.35 made by Laws 1987,
chapter 398; plus

(3) $105.

Sec. 4. Minnesota Statutes 1987 Supplement, section 124A.23, subdi-
vision 1, is amended to read:

Subdivision 1. [GENERAL EDUCATION MILL RATE.] The commis-
sioner of revenue shall establish the general education mill rate and certify
it to the commissioner of education by August September 1 of each year
for levies payabie in the following year. The general education mill rate
shall be a rate, rounded up to the nearest tenth of a miti, that, when applied
to the adjusted assessed valuation for all districts, raises the amount spec-
ified in this subdivision. The general education mill rate for the 1989 799¢}
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fiscal year shall be the rate that raises $35679;000;000 $1,7100,580,000.
The general education mill rate certified by the commissioner of revenue
must may not be changed due to changes or corrections made to a district’s
adjusted assessed valuation after the mill rate has been certified.

Sec. 5. Minnesota Statutes 1987 Supplement, section 124A.23, subdi-
vision 4, is amended to read:

Subd. 4. [GENERAL EDUCATION AID.] A district’s general education
aid is the sum of the following amounts:

{1) the product of (i} the difference between the general education rev-
enue, excluding supplemental revenue, and the general education levy,
suttiplied times (ii) the ratio of the actual amount levied to the permitted
levy;

{2) the product of (i} the difference between the supplemental revenue
and the supplemental levy, times (ii) the ratio of the actual amount levied
to the permitted levy; and

{3} shared time aid according to section 124A.02, subdivision 21.

Sec. 6. Minnesota Statutes 1987 Supplement, section 124A.23, subdi-
vision 5, is amended to read:

Subd. 5. [USES OF REVENUE. ] (a} General education revenue may be
used during the regular school year and the summer for general and special
school purposes.

(b} General education revenue may not be used:

(1} for premiums for motor vehicle insurance protecting against injuries
or damages arising from the operation of district-owned, leased, or con-
trolled vehicles to transport pupils for which state aid is authorized under
section 124.223; or

(2) for any purpose for which the district may levy according to section
275.125, subdivision Je.

Sec. 7. Minnesota Statutes 1987 Supplement, section 124A.24, is amended
to read:

124A.24 [GENERAL EDUCATION LEVY EQUITY.]

If a district’s general education levy is determined according to section
124A.23, subdivision 3, an amount must be deducted from state aid autho-
rized in this chapter and chapter 124, receivable for the same school year,
and from other state payments receivable for the same school year autho-
rized in sections 273.115; 273.116; 273.123, subdivision 6; 273,13, sub-
division 15a; and Laws 1983, chapter 342, article 8, section 8. The aid in
section 124.646 must not be reduced.

The amount of the deduction equals the difference between:

(1) the general education mill rate, according to section 124A.23, times
the district’s adjusted assessed valuation used to determine the general
education aid for the same school year; and

(2) the district’s general education revenue for the same school year,
according to section 124A.22.

However, for fiscal year 1989, the amount of the deduction shall be one-
fourth of the differcnce_ between clauses (1) and (2); for fiscal year 1990,
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the amount of the deduction shall be one-third of the difference between
clauses (1) and (2); for fiscal year 1990 199/, the amount of the deduction
shall be one-half of the difference between clauses (1) and (2); and for
fiscal year 1992, the amount of the deduction shall be four-sixths of the
difference between clauses (1) and (2); and for fiscal year 199+ 1993, the
amount of the deduction shall be theeefourths five-sixths of the difference
between clauses (1) and (2).

Sec. &. Minnesota Statutes 1987 Supplement, section 124A.27, subdi-
vision 1, 18 amended to read:

Subdivision 1. [REQUIREMENT.] An amount equal to -85 2.20 percent
of the basic revenue under section 124A.22, subdivision 2, shall be reserved
and may be used only to provide one or more of the programs enumerated
in this section. The school board shall determine which programs to provide,
the manner in which they will be provided, and the extent to which other
money may be used for the programs. Except for the requirements of sec-
tions 124A.28 and 124A.29, the remaining general education revenue under
section 124A.22 and suppiemental revenue under section 124A.25 may be
used to provide one or more of the programs enumerated in this section.

Sec. 9. Minnesota Statutes 1987 Supplement, section 124A.28, subdi-
vision 1, is amended to read:

Subdivision 1. [USE OF THE REVENUE.] The compensatory education
revenue under section 124A.22, subdivision 3, may be used ealy to meet
the speeiat educational needs of pupils whose educational achievement is
below the level that is appropriate for pupils of their age. These needs may
be met by providing at least some of the following:

{1) remedial instruction in reading, language arts, and mathematics to
improve the achievement level of these pupils;

(2) additional teachers and teacher aides to provide more individualized
instruction to these pupils;

(3) summer programs that enable these pupils to improve their achieve-
ment or that reemphasize material taught during the regular school year;

{4) in-service education for teachers, teacher aides, principals, and other
personnel to improve their ability to recognize these pupils and provide
appropriate responses to the pupils’ needs;

(5) for insteuction of instructional material for these pupils; including:
textbooks, workbooks, periodicals, pamphlets, photographs, reproductions,
filmsirips, prepared slides, prerecorded video programs, sound recordings,
desk charts, games, study prints and pictures, desk maps, models, learning
kits, blocks and cubes, flashcards, instructional computer software pro-
grams, pencils, pens, crayons, notebooks, duplicating fluids, and papers;

(6) programs to reduce truancy, encourage completion of high school,
enhance self-concept, provide health services, provide nutrition services,
provide a safe and secure learning environment, provide coordination for
pupils receiving services from other governmental agencies, provide psy-
chological services to determine the level of social, emotional, cognitive,
and intellectual development, and provide counseling services, guidance
services, and social work services; and

(7) bilingual programs, bicultural programs, and programs for pupils of
limited English proficiency. .
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Sec. 10. Minnesota Statutes 1987 Supplement, section 124A.28, is amended
by adding a subdivision to read:

Subd. 3. [ANNUAL EXPENDITURE REPORT.] Each year a district
that receives compensatory education revenue shall submit a report iden-
tifying the expenditures it incurred in providing compensatory education
to the pupils described in subdivision I . The report must conform to uniform
Sfinancial and reporting standards established for this purpose,

Sec. 11. [COST OF LIVING STUDY.]

The legislative audir commission is encouraged to direct the legislative
auditor to conduct a study of the differences among the costs of living in
communities throughout the state and the effect that these differences have
on educational expenditures by school districts. The study shall include
an analysis of at least the following factors: food, housing, real estate
taxes, utilities, transportation, medical costs, median income of families,
median home values, median rental costs, and median monthly salaries for
representative occupations.

Sec. 12. [INSTRUCTIONS TO THE DEPARTMENT OF EDUCATION
FOR 1988 LEVY LIMITATIONS.]

Notwithstanding sections I and 2, and any other law to the contrary,
the department of education shall determine, for the 1988-1989 school
year only, levies under chapter 124A as they were authorized under Laws
1987, chapter 398, article 1.

Sec. 13. {APPROPRIATIONS.]

There is appropriated from the general fund to the department of edu-
cation the sum of $6,903 400 for general education aid for the 1988-1989
school year. This sum is added to the sum appropriated in Laws 1987,
chapter 398, article 1, section 26, subdivision 2,

Sec. 14. [REPEALER.]

Notwithstanding any law enacted in 1988 that amends Minnesota Stai-
utes 1987 Supplement, section 124A.27, subdivision 10, Minnesota Statutes
1987 Supplement, section 124A .27, subdivision 10, is repealed. Section 2
is repealed June 30, 1989.

Sec. 15. [EFFECTIVE DATE. ]

Section 3 is effective for revenue for the 1989-1990 school vear and
thereafter.

ARTICLE 2
TRANSPORTATION

Section 1. Minnesota Statutes 1986, section 120.73, subdivision 1,
amended to read:

Subdivision 1. A school board is authorized to require payment of fees
in the following areas:

{a) In any program where the resultant product, in excess of minimum
requirements and at the pupil’s option, becomes the personal property of
the pupil;

{b) Admission fees or charges for extra curricular activities, where atten-
dance is optional;
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{c) A security deposit for the return of materials, supplies, or equipment;

(d) Personal physical education and athletic equipment and apparel, aithough
any pupil may personally provide it if it meets reasonable requirements and
standards relating to health and safety established by the school board;

(e) Items of personal use or products which a student has an option to
purchase such as student publications, class rings, annuals, and graduation
announcements;

(f) Fees specifically permitted by any other statute, including but not
limited to section 171.04, clause (1);

{g) Field trips considered supplementary o a district educational program;
(h} Any authorized voluntary student health and accident benefit plan;

{i) For the use of musical instruments owned or rented by the district,
a reasonable rental fee not to exceed either the rental cost to the district or
the annual depreciation plus the actual annual maintenance cost for each
instrument;

(j) Transportation of pupils to and from extra curricular activities con-
ducted at locations other than school, where attendance is optional;

(k) Transportation of pupils to and from school for which aid is nor
authorized under section 124.223, clause (1), and for which levy is not
authorized under section 275.125, subdivision Se, if a district charging
fees for transportation of pupils establishes guidelines for that transpor-
tation to ensure that no pupil is denied transportation solely because of
inability to pay;

({) Motorcycie classroom education courses conducted outside of regular
school hours; provided the charge shall not exceed the actual cost of these
courses to the school district.

Sec. 2. Minnesota Statutes 1986, section 120.74, subdivision |, is amended
to read: '

Subdivision 1. A school board is not authorized to charge fees in the
following areas:

(a) Textbooks, workbooks, art materials, laboratory supplies, towels;

(b) Supplies necessary for participation in any instructional course except
as authorized in sections 120.73 and 120.75;

(c) Field trips which are required as a part of a basic education program
or course;

(d) Graduation caps, gowns, any specific form of dress necessary for
any educational program, and diplomas;

{e) Instructional costs for necessary school personnel employed in any
course or educational program required for graduation;

(f) Library books required to be utilized for any educational course or
program;

(g) Admission fees, dues, or fees for any activity the pupil is required
to attend; '

(h) Any admission or examination cost for any required educational
course or program,
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(i) Locker rentals;

() Transportation of pupils (1) te apd frem school as autherized pursuant
to seetior 12339 of (&) for which state transportation aid is authorized
pursuant to section 124.223 or (2) for which a levy is authorized under
section 275.125, subdivision Se.

Sec. 3. Minnesota Statutes 1987 Supplement, section 123.39, subdivi-
sion 1, is amended to read:

Subdivision 1. The board may provide for the free transportation of pupils
to and from school, and to schools in other districts for grades and depart-
ments not maintained in the district, including high school, at the expense
of the district, when funds are available therefor and if agreeable to the
district to which it is proposed to transport the pupils, for the whole or a
part of the school year, as it may deem advisable, and subject to its rules.
Every driver shall possess all the qualifications required by the rules of
the state board of education. In any school district, the board shall arrange
for the attendance of all pupils living two miles or more from the school
through suitable provision for transportation or through the boarding and
rooming of the pupils who may be more econemically and conveniently
provided for by that means. The board shall provide transportation to and
from the home of a handicapped child not vet enrolled in kindergarten
when special instruction and services under section 120.17 are provided
in a location other than in the child’s home. When transportation is provided,
scheduling of routes, establishment of the location of bus stops, manner
and method of transportation, control and discipline of school children and
any other matter relating thereto shall be within the sole discretion, control,
and management of the school board. The district may provide for the
transportation of pupils or expend a reasonable amount for room and board
of pupils whose attendance at school can more economically and conve-
niently be provided for by that means or who attend school in a building
rented or leased by a district within the confines of an adjacent district.

Sec. 4. Minnesota Statutes 1987 Supplement, section 124.223, is amended
to read:

124.223 [TRANSPORTATION AID AUTHORIZATION.]

School transportation and related services for which state transportation
aid is authorized are:

(1) [TO AND FROM SCHOOL; BETWEEN SCHOOQOLS. | Transportation
or board of resident ¢lementary pupils who reside one mile or more from
the public schools which they could attend; transportation or board of
resident secondary pupils who reside two miles or more from the publi¢
schools which they could attend; transportation to; and from schools the
resident pupils attend according to a program approved by the commis-
sioner of education, or between the schools the resident pupils attend
pursuant te & pregram appreved by the commissioner of education for
instructional classes; transportation of resident elementary pupils who reside
one mile or more from a nonpublic school actually attended; transportation
of resident secondary pupils who reside two miles or more from a nonpublic
school actually attended; but with respect to transportation of pupils to
nonpublic schools actually attended, only to the extent permitted by sections
123.76 to 123.79; transportation of pupils who are custodial parents to
and from the provider of child care services for the pupil’s child, within
the attendance area of the school the pupil attends;
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For the purposes of this clause, a district may designate a licensed day
care facility or the residence of a relative as the home of a pupil for part
or all of the day, if requested by the pupil’s parent or guardian and if that
facility or residence is within the attendance area of the school the pupil
attends-;

(2) [OUTSIDE DISTRICT.] Transportation to and from or board and
lodging in another district, of resident pupils of a district without a sec-
ondary school; the pupils may attend a classified secondary school in
another district and shall receive board and lodging in or transportation to
and from a district having a classified secondary school at the expense of
the district of the pupil’s residence;

(3) [SECONDARY VOCATIONAL CENTERS.] Transportation to and
from a state board approved secondary vocational center for secondary
vocational classes for resident pupils of any of the districts who are members
of or participating in programs at that center;

(4) [HANDICAPPED.] Transportation or board and lodging of a hand-
icapped pupil when that pupil cannot be transported on a regular school
bus, the conveying of handicapped pupils between home and school and
within the school plant, necessary transportation of handicapped pupils
from home or from school to other buildings, including centers such as
developmental achievement centers, hospitals and treatment centers where
special instruction or services required by section 120.17 are provided,
within or outside the district where services are provided, and necessary
transportation for resident handicapped pupils required by section 120.17,
subdivision 4a. Transportation of handicapped pupils between home and
school shatl not be subject to any distance requirement for children not yet
enrolled in kindergarten or to the requirement in clause (1) that elementary
pupils reside at least one mile from school and secondary pupils reside at
least two miles from school in order for the transportation to qualify for
aid;

(5) IBOARD AND LODGING; NONRESIDENT HANDICAPPED.] When
necessary, board and lodging for nonresident handicapped pupils in a district
maintaining special classes;

(6) [SHARED TIME.] Transportation from one educational facility to
another within the district for resident pupils enrolled on a shared time
basis in educational programs approved by the commissioner of eduestion,
and necessary transportation required by section 120.17, subdivision 9,
for resident handicapped pupils who are provided special instruction and
services on a shared time basis;

(7) [FARIBAULT STATE ACADEMIES.] Transportation for residents to
and from the Minnesota state academy for the deaf or the Minnesota state
academy for the blind;

(8) [SUMMER INSTRUCTIONAL PROGRAMS.] Services described
in clauses (1) to (7), (9), and (10} when provided in conjunction with a
summer program eligible for aid and levy under sections 124A.03 and
124A.033;

(9) [COOPERATIVE ACADEMIC AND VOCATIONAL.] Transporta-
tion to, from or between educational facilities located in any of two or more
school districts jointly offering academic classes approved by the com-
misstener or secondary vocational classes not provided at a secondary
vocational center which are approved by the commisstener for resident
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pupils of any of these districts; and

(10) [NONPUBLIC SUPPORT SERVICES.} Necessary transportation
within district boundaries between a nonpublic school and a public school
or a neutral site for nonpublic school pupils who are provided pupil support
services pursuant to section 123.935.

Sec. 5. Minnesota Statutes 1987 Supplement, section 124,225, subdi-
vision 8a, is amended to read;

Subd. 8a. [AID.] (a) Feor the 198610987 and 19871988 school years; a

the adyusted assessed valuation whieh is used to eompute the transportation
levy himitation for the levy attributable to that school year: A district may
compuied as H the distriet had levied the amount raised by 225 mills-

¢b} For the 1988-1989 school year and thereafter, a district’s transpor-
tation aid is equal to the sum of its basic transportation aid under subdivision
8b, its nonregular transportation aid under subdivision 8i, and its nonregular
transportation levy equalization aid under subdivision 8j, minus its con-
tracted services aid reduction under subdivision 8k; and minus its basic
transportation levy limitation for the levy attributable to that school year
under section 275.125, subdivision 5.

€3 (b) If the total appropriation for transportation aid for any fiscal year
is insufficient to pay all districts the full amount of aid earned, the depart-
ment of education shall reduce each district’s aid in proportion to the number
of resident pupils in average daily membership in the district to the state
total average daily membership, and shall reduce the aid entilement trans-
portation levy of off-formula districts in the same proportion.

Sec. 6. Minnesota Statutes 1987 Supplement, section 275.125, subdi-
vision 5, is amended to read:

Subd. 5. [BASIC TRANSPORTATION LEVY.] Each year, a school dis-
trict may levy for school transportation services an amount not to exceed
the amount raised by the basic transportation mill rate times the adjusted
assessed valuation of the district for the preceding year. The commissioner
of revenue shall establish the basic transportation mill rate and certify it
to the commissioner of education by August September 1 of each year for
levies payable in the following year. The basic transportation mill rate shall
be a rate, rounded up to the nearest hundredth of a mill, that, when applied
to the adjusted assessed valuation of taxable property for all districts, raises
the amount specified in this subdivision. The basic transportation mill rate
for the 1987 payable 1988 levies and for transportation aid for the 988~
1989 schoel 71990 fiscal year shall be the rate that raises $7:256-400
$72,681,200. The basic transportation mill rate certified by the commis-
sioner of revenue must not be changed due to changes or corrections made
to a district’s adjusted assessed valuation after the mill rate has been certified.

Sec. 7. Laws 1987, chapter 398, article 2, section 13, subdivision 2, is
amended to read: .

Subd. 2. [TRANSPORTATION AID.] For transportation aid there is
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appropriated:
$90,477,000 . . . .. 1988,
$37-334-800 $87,419,800 . . . .. 1989.

The appropriation for aid for fiscal ycaf 1988 includes $12,194,300 for
aid for fiscal year 1987 payable in fiscal year 1988 and $78,282,700 for fis-
cal year 1988 payable in fiscal year 1988.

The appropriation for aid for fiscal year 1989 includes $13,814,600 for
aid for fiscal year 1988 payable in fiscal year 1989 and $73:520;200
$73,605,200 for fiscal year 1989 payable in fiscal year 1989.

The appropriations are based on aid entitlements of $92,097,200 for fis-
cal year 1988 and $86:494,300 §86,594,300 for fiscal year 1989.

Sec. 8. [APPROPRIATIONS.]

Subdivision 1. [DEPARTMENT OF EDUCATION.] There is appropri-
ated from the general fund to the department of education the sum indicated
in this section for the fiscal year ending June 30 in the year designated.

Subd. 2. [TRANSPORTATION AID FOR OPEN ENROLLMENT.] For
transportation of pupils attending nonresident districts according to Min-
nesota Statutes 1987 Supplement, section 123.3515, there is appropriated:

An unexpended balance in fiscal year 1988 does not cancel but is avail-
able for fiscal year 1989.

Sec. 9. [EFFECTIVE DATE.]
- Section 8 is effective the day following final enactment.
ARTICLE 3
.SPECIAL PROGRAMS

Section 1. Minnesota Statutes 1987 Supplement, section 120.17, sub-
division 3b, is amended to read: '

Subd. 3b. [PROCEDURES FOR DECISIONS.] Every district shall utilize
at least the following procedures for decisions involving identification,
assessment, and educational placement of handicapped children:

(a) Parents and guardians shall receive prior written notice of:

(1) any proposed formal educational assessment or proposed denial of
a formal educational assessment of their child;

(2) a proposed placement of their child in, transfer from or to, or denial
of placement in a special education program; or

(3) the proposed provision, addition, denial or removal of special edu-
cation services for their child;

(b) The district shall not proceed with the initial formal assessment of
a child, the initial placement of a child in a special education program, or
the initial provision of special education services for a child without the
prior written consent of the childs parent or guardian. The refusal of a
parent or guardian to consent may be overridden by the decision in a hearing
held pursuant to clause {d) at the district’s initiative;
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(c) Parents and guardians shall have an opportunity to meet with appro-
priate district staff in at least one conciliation conference if they object to
any proposal of which they are notified pursuant to clause (a). The con-
ciliation process shall not be used to deny or delay a parent or guardian’s
right to a due process hearing, If the parent or guardian refuses efforts by
the district to conciliate the dispute with the school district, the requirement
of an opportunity for conciliation shall be deemed to be satisfied;

(d) Parents, guardians, and the district shail have an opportunity to obtain
an impartial due process hearing initiated and conducted in the school
district where the child resides, if the parent or guardian continues to object
to:

(1) a proposed formal educational assessment or proposed denial of a
formal educational assessment of their child,;

(2) the proposed placement of their child in, or transfer of their child to
a special education program; ) '

(3) the proposed denial of placement of their child in a special education
program or the transfer of their child from a special education program;

(4) the proposed provision or addition of speéial education services for
their child; or ‘

(3) the proposed denial or removal of special education services for their
child.

At least five calendar days before the hearing, the objecting party shatl
provide the other party with a brief written statement of the objection and
the reasons for the objection.

The hearing shall take place before an impartial hearing officer mutually
agreed to by the school board and the parent or guardian. If the school
board and the parent or guardian are unable to agree on a hearing officer,
the school board shall request the commissioner to appoint a hearing officer.
The hearing officer shall not be a school board member or employee of
the school district where the child resides or of the child’s school district
of residence, an employee of any other public agency involved in the edu-
cation or care of the child, or any person with a personal or professional
interest which would conflict with the person’s objectivity at the hearing.
A person who otherwise qualifies as a hearing officer is not an employee
of the district solely because the person is paid by the district to serve as
a hearing officer. If the hearing officer requests an independent educational
assessment of a child, the cost of the assessment shall be at district expense.
The proceedings shall be recorded and preserved, at the expense of the
school district, pending ultimate disposition of the action.

(e) The decision of the hearing officer pursuant to clause (d) shall be
rendered not more than 45 calendar days from the date of the receipt of
the request for the hearing. A hearing officer may grant specific extensions
of time beyond the 45-day period at the request of either party. The decision
of the hearing officer shall be binding on all parties unless appealed to the
hearing review officer by the parent, guardian, or the school board of the
district where the child resides pursuant to clause (f).

The local decision shall:

(1) be in writing;
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(2) state the controlling facts upon which the decision is made in suf-
ficient detail to apprise the parties and the hearing review officer of the
basis and reason for the decision;

(3) state whether the special education program or special education
services appropriate to the child’s needs can be reasonably provided within
the resources available to the responsible district or districts;

(4) state the amount and source of any additional district expenditure
necessary to implement the decision; and

(5) be based on the standards set forth in subdivision 3a and the rules
of the state board.

(f) Any local decision issued pursvant to clauses (d) and (e} may be
appealed to the hearing review officer within +5 30 calendar days of receipt
of that written decision, by the parent, guardian, or the school board of
the district where the child resides.

If the decision is appealed, a written transcript of the hearing shall be
made by the school district and shall be accessible to the parties involved
within five calendar days of the filing of the appeal. The hearing review
officer shall issue a final decision based on an impartial review of the local
decision and the entire record within 30 calendar days after the filing of
the appeal. The hearing review officer shall seek additional evidence if
necessary and may afford the parties an opportunity for written or oral
argument; provided any hearing held to seek additional evidence shall be
an impartial due process hearing but shall be deemed not to be a contested
case hearing for purposes of chapter 14. The hearing review officer may
grant specific extensions of time beyond the 30-day period at the request
of any party.

The final decision shall;
(1) be in writing;
(2) include findings and conclusions; and

(3) be based upon the standards set forth-in subdivision 3a and in the
rules of the state board.

(g) The decision of the hearing review officer shall be final unless
appealed by the parent or guardian or school board to the court of appeals.
The judicial review shall be in accordance with chapter 14.

(h) The commissioner of education, having delegated general supervision
of special education to the appropriate staff, shall be the hearing review
officer except for appeals in which:

(1) the commissioner has a personal interest in or specific involvement
with the student who is a party to the hearing;

(2) the commissioner has been employed as an administrator by the
district that is a party to the hearing;

(3) the commissioner has been involved in the selection of the admin-
istrators of the district that is a party to the hearing;

(4) the commissioner has a personal, economic, or professional interest
in the outcome of the hearing other than the proper administration of the
federal and state laws, rules, and policies;

(5) the appeal challenges a state or local policy which was developed
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with substantial involvement of the commissioner; or
(6) the appeal challenges the actions of a department employee or official.

For any appeal to which the above exceptions apply, the state board of
education shall name an impartial and competent hearing review officer,

In all appeals, the parent or guardian of the handicapped student or the
district that is a party to the hearing may challenge the impartiality or
competence of the proposed hearing review officer by applying to the state
board of education.

(i) Pending the completion of proceedings pursuant to this subdivision,
unless the district and the parent or guardian of the child agree otherwise,
the child shall remain in the child’s current educational placement and shall
not be denied initial admission to school.

(j) The child’s school district of residence, if different from the district
where the child actually resides, shall receive notice of and may be a party
to any hearings or appeals pursuant to this subdivision.

Sec. 2. Minnesota Statutes 1987 Supplement, section 124.17, subdivi-
sion 1, is amended to read:

Subdivision I. [PUPIL UNIT.} Pupil units for each resident pupil in
average daily membership shall be counted according to this subdivision.

(a) A handicapped prekindergarten pupil who is enrolled for the entire
scheel fiscal year in a program approved by the commissioner and has an
individual education plan that requires up to 437 hours of assessment and
education services in the sehoeol fiscal year is counted as one-haif of a pupil
unit. If the plan requires more than 437 hours of assessment and education
services, the pupil is counted as the ratio of the number of hours of assess-
ment and education service to 875, but not more than one.

{b) A handicapped prekindergarten pupil who is enrolled for less than
the entire seheel fiscal year in a program approved by the commissioner
is counted as the greater of (1) one-half times the ratio of the number of
instructional days from the date the pupil is enrolled to the date the pupil
withdraws to the number of instructional days in the school year, or (2) the
ratio of the number of hours of assessment and education service required
in the sehoel fiscal year by the pupil’s individual education program plan
to 875, but not more than one.

{c) A prekindergarten pupil who is assessed but determined not to be
handicapped is counted as the ratio of the number of hours of assessment
service to 875.

(d) A handicapped kindergarten pupil who is enrolled in a program
approved by the commissioner is counted as the ratio of the number of
hours of assessment and education services required in the sehee} fiscal
year by the pupil’s individual education program plan to 875, but not more
than one.

(e} A kindergarten pupil who is not included in paragraph (d) is counted
as one-half of a pupil unit.

{f) A pupil who is in any of grades one to six is counted as one pupil
unit.

(g) For the 1987-1088 sehool yeat; a pupil whe is in any of grades seven
to 12 i5 counted a5 1-4 pupi units- Eer the 10381080 and later scheel



93RD DAY} MONDAY, APRIL 25, 1988 8361

yearsy A pupil who is in any of grades seven to 12 is counted as 1.35 pupil
units.

Sec. 3. Minnesota Statutes 1986, section 124.48, subdivision 2, is amended
to read: :

Subd. 2. [REPORT TO LEGISLATURE.] By December | of each even-
numbered year, the state board of education shall report to the education
committees of the legislature about the status of Indian scholarships and
the, recipients, and the status of academic programs and student services
for American Indian people in post-secondary institutions that enroll recip-
ients of American Indian scholarships.

Sec. 4. Minnesota Statutes 1986, section 126.151, is amended to read:
126.151 [VOCATIONAL EDUCATION STUDENT ORGANIZATIONS. ]

Subdivision {. [ACTIVITIES OF THE ORGANIZATION.] Any pupi
student enrolled in a vocational technical education program approved by
the state beard beoards of education and vocational technical education
may belong to a vocational student organization whiek that is operated as
an integral part of the vocational program. The commissioner of education
and the state director of vocational technical education may provide nec-
essary technical assistance and leadership to these erganizations af the
state level for administration of approved vocational student organizations
and fiscal accounts, including administration of state and national
conferences.

Subd. 2. [ACCOUNTS OF THE ORGANIZATION.] The state boards of
education and vocational technical education may retain dues and other
money collected on behalf of students participating in approved vocational
student organizations and may deposit the money in separate accounts.
The money in these accounts shall be available for expenditures for state
and national activities related to specific organizations. Administration of
money collected under this section is not subject to the provisions of chap-
ters 15, 16A, and I6B, and may be deposited outside the state treasury.
Money shall be administered under the policies of the applicable state
board or agency relating to post-secondary vocational student organiza-
tions and is subject to audit by the legislative auditor. Any unexpended
money shall not cancel but may be carried forward to the next fiscal year.

Sec. 5. Minnesota Statutes 1986, section 126.45, is amended to read:
126.45 [CITATION.]

Sections 126.45 to 126.55 may be cited as the American Indian tanguage
and eulture education act of 1988.

Sec. 6. Minnesota Statutes 1986, section 126.46, is amended to read:
126.46 [DECLARATION OF POLICY']

The legislature finds that a more adequate education is needed for Amer-
ican Indian pupils people in the state of Minnesota. The legislature rec-
ognizes the unique educational and culturally-related academic needs of
American Indian people. The legislature also is concerned about the lack
of American Indian teachers in the state. Therefore, pursuant to the policy
of the state to ensure equal educational opportunity to every individual, it
is the purpose of sections 126.45 to 126.55 to provide for the establishment
of American Indian language and eultare education programs specially
designed to meet these unique educational or culturally-related academic
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needs or both.
Sec. 7. Minnesota Statutes 1986, section 126.47, is amended to read:
126.47 [DEFINITIONS. ]

Subdivision 1. For the purposes of sections 126.45 to 126.53, the words;
phrases; and terms defined in this section shall have the meanings given
to them.

Subd. 2. “American Indian child” means any child, living on or off a
reservation, who is enrolled or eligible for enrollment in a federally rec-
ognized tribe.

Subd. 3. "Advisory task force” means the state advisory task force on
American Indian lenguage and culture education programs.

Subd. 4. “Participating school” means any nonseciarian noppublie; tribak
or alernative school offering & currietlum reflective of American Indian
culture which is funded by and participates in the programs in sections
+26-45 to 12655 and ‘American Indian school” mean a school that:

(1) is not operated by a school district; and

(2) is eligible for a grant under Title IV of the Indian Education Act for
the education of American Indian children.

Sec. 8. Minnesota Statutes 1986, section 126.49, subdivision 1, is amended
to read:

Subdivision 1. [AMERICAN INDIAN LANGUAGE AND CULTURE
EDUCATION LICENSES.] The board of teaching shall grant initial and
continuing teaching licenses in American Indian language and culture edu-
cation that bear the same duration as other initial and continuing licenses.
The board shall grant licenses to persons who present satisfactory evidence
that they:

(a) Possess competence in an American Indian language or possess unique
qualifications relative to or knowledge and understanding of American
Indian history and culture; or

{b) Possess a bachelor’s degree or other academic degree approved by
the board or meet such requirements as to course of study and training as
the board may prescribe, or possess such relevant experience as the board
may prescribe.

This evidence may be presented by affidavits, resolutions, or by such
other methods as the board may prescribe. Individuals may present appli-
cations for licensure on their own behalf or these applications may be
submitted by the superintendent or other authorized official of a school
district o & nonsectarian nonpublic; tribal; or elternative school offering
# eurriewtum refleetive of, participating school, or an American Indian
eahure school.

Sec. 9. [126.501] [RECRUITING AND RETAINING INDIAN
TEACHERS.]

This section applies to a school board of a school district in which there
are at least ten American Indian children enrolled. The school board shall
actively recruit teacher applicants who are American Indian from the time
it is reasonably expected that a position will become available until the
position is filled or September 1, whichever is earlier. Notwithstanding
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section 125.12, subdivisions 4, 6a, or 6b, 125.17, subdivisions 3 and 11,
any other law to the contrary, or any provision of a contract entered into
after the effective date of this section to the contrary, when placing a
teacher on unrequested leave of absence, the board may retain a proba-
tionary teacher or a teacher with less seniority in order to retain an
American Indian teacher.

Sec. 10. Minnesota Statutes 1986, section 126.51, subdivision 1, is
amended to rea(_i:

Subdivision 1. [PARENT COMMITTEE.] School boards and pertiei-
pating American Indian schools shall provide for the maximum involvement
of parents of children enrolled in Americen Indian language and evltufe
education programs pussuant to seetions 42645 to 126-35, including lan-
guage and culture education programs, programs for elementary and sec-
ondary grades, special education programs, and support services.
Accordingly, before implementing a program: each the school distriet and

ieipating board of a school district in which there are ten or more
American Indian children enrolled and each American Indian school shall
establish a parent advisesy committee for that pregram. If a committee of
parents of American Indian children has been or is established according
to federal, tribal, or other state law, that committee shall serve as the
committee required by this section and shall be subject to, at least, the
requirements of this section.

The parent committee shall develop its recommendations in consultation
with the curriculum advisory committee required by section 126.660, sub-
division 2. This committee shall afford parents the necessary information
and the opportunity effectively to express their views concerning all aspects
of the American Indian language and euhure education pregram and the
educational needs of the American Indian children residing within the
distriet’s of school's attendanee boundatries enrolled in the school or pro-
gram. The committee shall also address the need for adult education pro-
grams for American Indian people in the community. The éistriet school
board or participating American Indian school shall ensure that ¢he program
is programs are planned, operated, and evaluated with the involvement of
and in consultation with parents of children eligible to be served by the

pregtam programs.

Sec. 11. Minnesota Statutes 1986, section 126.51, is amended by adding
a subdivision to read:

Subd. 1a. [RESOLUTION OF CONCURRENCE.] By September 15 and
June 15 of each school year, the school board or American Indian school
shall submit to the department of education a copy of a resolution adopted
by the parent committee. The copy must be signed by the chair of the
committee and must state whether the committee concurs with the edu-
cational programs for American Indian children offered by the school board
or American Indian school. If the commitiee does not concur with the
educational programs, the reasons for nonconcurrence and recommen-
dations shall be submitted with the resolution.

Sec. 12. Minnesota Statutes 1986, section 126.51, subdivision 2, is
amended to read:

Subd. 2. [MEMBERSHIE] The cemsittees committee shall be composed
selely of parents of children eligible to be enrolled in American Indian
lapguage and cultuze education programs; secondary students eligible to
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be served; American Indian language and culture education teachers and
aides; American Indian teachers; counselors; adult American Indian people
enrolled in educational programs; and representatives from community
groups; previded; however; that. A majority of each committee shall be
parents of children enrolled or eligible to be enrolled in the 3
program; and thet programs. The number of parents of American Indian
and non-American Indian children shall reflect approximately the propor-
tion of children of those groups enrolled in the pregeam programs.

Sec. 13. Minnesota Statutes 1986, section 126.51, subdivision 4, is
amended to read;

Subd. 4. [ALTERNATE COMMITTEE.] If the organizational member-
ship or the board of directors of & pasticipating an American Indian school
consists selely of parents of children attending the school whese ehildren
are eligible to be enrolled in Ameriean Indinn language and culture edu-
catton pregrams, that membership or board may serve also as the parent

advisory commitiee,

Sec. 14. Minnesota Statutes 1986, section 126.52, is amended to read:
126.52 [STATE BOARD OF EDUCATION DUTIES.]

Subd. 5. [COMMUNITY INVOLVEMENT.] The state board shall pro-
vide for the maximum involvement of the state adwisery task foree com-
mittees on American Indian language and ewlture education, parents of
American Indian children, secondary students eligible to be served, Amer-
ican Indian language and culture education teachers, American Indian
teachers, teachers’ aides, representatives of community groups, and persons
knowledgeable in the field of American Indian larguage and culture edu-
cation, in the formulation of policy and procedures relating to the admin-
istration of sections 126.45 to 126.55.

Subd. 8. [TECHNICAL ASSISTANCE.] The state board shall provide
technical assistance to school districts, partietpating schools and pest see-
ondary post-secondary institutions for preservice and in-service training
for American Indian langaage ané ewlture education teachers and teacher’s
aides, teaching methods, curriculum development, testing and testing mech-
anisms, and the development of materials for American Indian language
and ealture education programs.

Subd. 9. [APPLICATION FOR FUNDS.] The state board shall apply for
grants of fands money which are; oF may beeeme; be available under federal
programs for American Indian language and euliure education, including
funds for administration, demonstration projects, training, technical assis-
tance, planning and evaluation.

Subd. 11. [RULES.] The state board, upon the receipt of recommen-
dations by the advisery task feree appropriate state committees, may pro-
mulgate rules providing for standards and procedures appropriate for the
implementation of and within the limitations of sections 126.45 to 126.55.

Sec. 15. Minnesota Statutes 1986, section 126.531, is amended to read;

126.531 [ABVISORY TASK FORCE COMMITTEES ON AMERICAN
INDIAN EANGUAGE AND CULTURE EDUCATION PROGRAMS.]

Subdivision 1. The state board of education may shall create as one or
more American Indian language and enlture education advisery task foree
commitiees. H ereateds Members shall include representatives of tribal
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bodies, community groups, parents of children eligible to be served by the
programs, American Indian administrators and teachers, persons experi-
enced in the training of teachers for American Indian lenguage and eulture
education programs, persons invelved in programs for American Indian
children in nensectarian nonpublie; urban; community; tribal of akternative
American Indian schools, and persons knowledgeable in the field of Amer-
ican Indian language and eulture education. Members shall be appointed
so as to be representative of significant segments of the population of
American Indians.

Subd. 2. The advisery task feree Each committee on American Indian

and ewlture education programs shall advise the state board in

the administration of its duties under sections 126.45 to 126.55 and other

programs for the education of American Indian people, as determined by
the state board.

Subd. 3. The advisory task forece Each committee shall expire and the
terms; compensation and removal of members shall be as provided for i
be reimbursed for expenses according to section 15.059, subdivision 6.
The state board shall determine the membership terms and the duration
of each committee.

Sec. 16. Laws 1987, chapter 398, article 3, section 39, subdivision 7,
is amended to read:

Subd. 7. [AMERICAN INDIAN SCHOLARSHIPS.] For American Indian
scholarships, according to Minnesota Statutes, section 124,48, there is
appropriated:

$1,581,800 . . . .. 1988,
$1,581,800. . . .. 1989.

At least 350,000 of the appropriation for fiscal year 1989 must be used
for scholarships for students who are enrolled in teacher preparation
programs.

The state board of education, with the advice of the Minnesota Indian
scholarship committee, shall develop a scholarship program for American
Indian people to become teachers. The program may involve incentives for
students, such as loans that are forgiven, in part, upon completing three years
of teaching. If requested, the higher education coordinating board shall assist
the state board or the committee in developing the program. The program
plan shall be reported to the education committees of the legislature by Jan-
uary I, 1989.

Any unexpended balance remaining in the first year does not cancei but is
available for fiscal year 1989.

Sec. 17. Laws 1987, chapter 398, article 3, section 39, subdivision 8, is
amended to read:

Subd. 8. [AMERICAN INDIAN POST-SECONDARY PREPARATION
GRANTS.] For Indian post-secondary preparation grants, according to Min-
nesota Statutes, section 124.481, there is appropriated:

$781,400. . . .. 1988,
$764:400 $856,400 . . . . . 1989.
Sec. 18. [INDIAN SCHOOL COUNCIL.)
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Subdivision 1. [INTENTION.] It is the intention of the legislature to
establish opportunities for American Indian control of Indian education
through Indian public schools, an urban Indian school district or districts,
or other means.

Subd. 2. [INDIAN SCHOOL CQOUNCIL.] (a) An Indian school council
composed of 15 members is established to develop recommendations for Indian
public schools, an urban Indian school district or districts, or other means
of achieving Indian control of Indian education. The state board of educa-
tion shall appoint two of its members to serve on the council. The board of
independent school district No. 625, St. Paul, and the board of special school
district No. 1, Minneapolis, shall each appoint one of its members to serve
on the council. The remaining members must be appointed by the governor,
with the assistance of the Indian affairs council, as provided in section 3.922,
subdivision 6, clause (6),

(b) The council chair must be elected by the members of the council. Min-
nesota Statutes, section 15.059, subdivisions 3 and 4, apply to compensa-
tion and removal of members of the council. The council terminates on June
1, 1989. If requested by the council, the department of educarion and the
Indian affairs council must provide assistance.

Subd. 3. [RECOMMENDATIONS,] (a) The council shall make recom-
mendations about each of the items in this subdivision. It may make recom-
mendations about additional options or issues.

(b) It shall consider the governance and administration of schools or pro-
grams for Indian education, including participation by anesota tribal
governments in the governance and administration.

(¢) It shall consider methods of forming schools or programs, including,
but not limited to:

{1) forming a school within an existing school district with a separate
governing board, similar to Minnesota Statutes, chapter 128B;

{2) forming a school district by dividing an existing district;

(3) forming a special purpose school district superimposed on one or more
existing school districts, similar to Minnesota Statures, chapter 136D, or

(4) forming a state school, similar to Minnesota Statutes, chapter 128A
or 129C.

The structure may be similar to but different from any other existing school
or school district.

(d) It shall consider a governing board or boards that may be appointed
or elected, but which, in any case, shall include significant democratic par-
ticipation by tribal governments and parents or guardians. The appointing
authority or authorities must be specified for appointed members. The elec-
tion process, including the qualification of voters, must be specified for elected
members. The initial board members may be selected by a different method
than subseguent board members.

(e) It shall consider financing, including:

{1} property taxes that may be levied by a school district, if formed; dis-
tributed on an equitable basis by the schoo!l district in which the school is
located; or distributed on an equitable basis by each of the school districts
in which the enrolled pupils reside;
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(2) state aid for general education, special education, transportation,
capital expenditures, community education, adult basic and continuing
education, grants, and other special programs; and :

(3) federal sources of funding.

(f) The council shall consider the educational programs to be offered and
specify particular state aids that would be necessary. It shall specify from
whom and to whom property taxes and state aid are to be paid.

(g) It shall consider ways to acquire and maintain facilities and equip-
ment, including leasing existing facilities and equipment.

(h} It shall consider administration and staffing needs. '

(i) It shall consider curriculum needs, including serving as a state resource
center for Indian education.

(j) It shall consider student admission requirements, policies, and
procedures.

(k) It shall consider how and where to provide transportation.

Subd. 4. [COUNCIL STAFF AND FACILITIES. ] The department of edu-
cation shall provide space within its facilities for council meetings. The
department of education, through the Indian education section, shall pro-
vide support services. The council may contract for or employ professional
and nonprofessional staff. The professional staff may be individuals cur-
rently employed by the state.or on leave of absence from a school district. A
current employee of a school district who contracts with, or is employed by,
the council may request an extended leave of absence under section 125.60.
The school board must grant the leave and Minnesota Statutes, section 125 .60,
governs the rights and duties of the employee and school board. The council
may contract with consultants and for legal services, as needed.

Subd. 5. [REPORT TO LEGISLATURE.] By December I, 1988, the council
shall report its recommendations to the state board of education and the
education committees of the legislature.

Sec. 19. [APPROPRIATION FOR INDIAN SCHOOL COUNCIL.]

There is appropriated from the general fund to the Indian school council,
$100,000 for fiscal year 1989 for the council to perform iis duiies.

For fiscal year 1989 only, a complement of two is authorized for the coun-
cil. The complement may include one full-time professional, one half-time
professional, and one half-time support staff.

Sec. 20. [APPROPRIATION FOR GRANTS FOR INDIAN TEACHERS. ]

There is appropriated 871,000 from the general fund to the state board of
education for fiscal year 1989 for a grant to assist American Indian people
to become teachers and to provide additional education for American Indian
teachers. The state board may award a joint grant to the University of Min-
nesota, Duluth, and independent school district No. 709, Duluth, for a
cooperative program. To obtain the joint grant, a joint application must be
submitted to the state board of education. The application must be devel-
oped with the participation of the district parent advisory commitiee, estab-
lished according to Minnesota Statutes, section 126.51, and the Indian
advisory committee at the University of Minnesota, Duluth.

The application must set forth the in-kind services to be provided by the



8368 JOURNAL OF THE SENATE [93RD DAY

University of Minnesota, Duluth. The coordination and mentorship ser-
vices to-be provided by granis-to the University of Minnesota, Duluth, and
independent school district No. 709 must also be set forth in the application.
It must contain recommended criteria for selecting individual scholarship
recipients and criteria for scholarship amounts, that may include tuition,
fees, books, and living expenses for ten months. The portion of the scholar-
ship attributable 1o living expenses may be in the form of a loan to be for-
given if the recipient teaches in independent school district No. 709, Duluth,
Jor five years. If, however, the recipient is placed on unrequesied leave of
absence by independent school district No. 709, Duluth, the loan may be
forgiven if the recipient teaches in another Minnesota school district for an
amount of time that, when added to the amount of time taught in Duluth,
equals five years. The loan forgiveness program must be developed in con-
sultarion with the higher education coordinating board.

Only the following American Indian people may receive scholarships:

(1) students entering the University of Minnesota, Duluth, who intend to
become teachers in Minnesota;

(2) teacher aides who are employees of independent school district No.
709, Duluth, and who intend to obtain a teaching license; and

(3) licensed employees of independent school district No. 709 who begin.
a master of education program.

The joint application shall be submitted to the Minnesota Indian schol-
arship committee for review and comment.

The state board may award a joint grant in the amount it determines
appropriate. Scholarship money shall be included in the amount of the joint
grant.

Sec. 21. [1987 SPECIAL EDUCATION DEFICIENCY.]

56,000,000 is appropriated from the general fund to the department of
education for fiscal year 1988 for the deficiency in the amount appropriated
for special education for fiscal year 1987 by Laws 1985, First Special Ses-
sion chapter 12, article 3, section 28, subdivision 2. The department of
education shall reduce the amount of the levy certified by 1988 each school
district, according to Minnesota Statutes, section 275.125, subdivision 8¢,
for special education by the amount that the district will receive as a result
of this appropriation. The department of education must not consider this
appropriation when allocating excess appropriations for fiscal year 1987
under Minnesota Statutes, section 124.17, subdivision 7.

Sec. 22. {REPEALER.]
Minnesota Statutes 1986, section 126.51, subdivision 3, is repealed.
Sec. 23. [EFFECTIVE DATE.]

Section 9 and 21 are effective the day following final enactment. The pro-
visions of section 9 relating to placing a teacher on unrequested leave of
absence apply 1o contracts entered into after the effective date of section 9.

ARTICLE 4
COMMUNITY EDUCATION

Section 1. Minnesota Statutes 1986, section 121.88, is amended by
adding a subdivision to read:
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Subd. 9. [COMMUNITY SERVICE PROGRAMS.] A school board may
offer, as part of a community education program, a community service
program for public school pupils for the purpose of promoting active
citizenship and addressing community needs through youth service. The
community education advisory council shall design the service program
in cooperation with the district planning, evaluating and reporting com-
mittee and local organizations that train volunteers or need volunteers’
services., Programs must include:

(1) preliminary training for pupil volunteers conducted, when possible,
by organizations experienced in such training;

{2) supervision of the pupil volunteers to ensure appropr:ate placement
and adequate learning opportunity;

(3) sufficient opportunity for pupil volunteers to give genuine service
to their community,; and

(4) integration of academic learning with the service experience,

Examples of appropriate pupil service placements include: child care,
Head Start, early childhood education, and extended day programs; tutor-
ing programs involving older pupils tutoring younger pupils; environmental
beautification projects; and regular visits for shut-in senior citizens.

Sec. 2. Minnesota Statutes 1986, section 121.88, is amended by adding
a subdivision to read:

Subd. 10. [EXTENDED DAY PROGRAMS.] A school board may offer,
as part of a community education program, an extended day program for
children from kindergarten through grade six for the purpose of expanding
students’ learning opportunities. A program must include the following:

(1) adult supervised programs while school is not in session;
{(2) parental involvement in program design and direction;

(3} parmersths with the K- ]2 system, and other pubhc private, or
nonprofit entities; and -

(4) opportunities for trained secondary school pupils to work with younger
children in a supervised setting as part of a community service program.

The district may charge a sliding fee based upon family income for
extended day programs. The district may receive money from other public
or private sources for the extended day program. The board shall develop
standards for school age child care programs.

Sec. 3. [129B. 48] [PREKINDERGARTEN CHILD DEVELOPMENT
GRANTS.]

Subdivision 1. [ESTABLISHMENT.] A grant program is established for
prekindergarten child development programs.

Subd. 2. [ELIGIBLE CHILD.] An eligible child is a child who:
(1} is at least three years old but has not entered kindergarten;

(2) resides in a family having a pre-tax income, for the 12 months before
enroliment in the program, at or below the poverty level as determined by
the federal government; and

(3) has a significant delay in the development of any of the following
areas. emotional, cognitive, language, physical-motor, or social.
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Subd. 3. [ELIGIBLE PROGRAMS.] A project head start agency, school
district, group of districts, and nonprofit organizations are eligible for
grants, To be eligible for a grant, all children in the program must meet
the requirements of subdivision 2, clause (1), and at least 90 percent must
meet the requirements of subdivision 2.

Subd. 4. [CRITERIA AND PROCEDURES.] The state board of edu-
cation shall establish criteria and procedures to select recipients of grants.
Criteria for recipients, other than head start agencies, must include at
least the following:

(1) adequate procedures to assess the developmental delay of children,
according to subdivision 2, clause (3);

{2) conformance to the federal guidelines for project head start agencies,
to the extent practicable;

(3) substantial involvement and education of the parents of the children;

(4) a plan for coordination with local organizations that serve young
children;

(3} a local advisory board; and
{6) an evaluation plan.

Subd. 5. [GRANT AWARDS.] The state board may award grants for
programs that meet the requirements of this section. Grants must be awarded
to applicants located in different parts of the state. The board shall give
priority in awarding grants to those applicants located in areas where no
service is available within 30 minutes of eligible children’s residences. A
recipient must not use the grant money to supplant money or services
available from other sources.

Sec. 4. [APPROPRIATION; PREKINDERGARTEN CHILD DEVEL-
OPMENT PROGRAM GRANTS.]

There is appropriated from the general fund to the department of edu-
cation for grants for prekindergarten child development programs $500,000
for the fiscal year ending June 30, 1989.

ARTICLE 5
EDUCATION AGENCIES’
APPROPRIATIONS
~Section 1. [121.203] [HEALTH-RELATED PROGRAMS.]

Subdivision I. [AIDS PROGRAM.] The commissioner of education, in
consultation with the commissioner of health, shall assist districts in devel-
oping and implementing a program to prevent and reduce the risk of acquired
immune deficiency syndrome. Each district shall have a program that includes
at least:

(1) planning materials, guidelines and other technically accurate and
updated information;

(2) a comprehensive, techmcally accurate and updated curriculum;
(3) cooperation and coordination among districts and ECSUs;

(4) a targeting of adolescents, especaally those who may be ar hzgh risk
of contracting AlDS, for prevention efforts; :
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(5) involvement of parents and other community members;

{ 6) in-service training for appropnate district staff and school board
members;

{7) collaboration with state agencies and organizations having an AIDS
prevention or AIDS risk reduction program;

(8) collaboration with local community health services, agencies and
orgamzanons having an AIDS prevention or AIDS risk reduction program;
and

(9) participation by state and local student organizations.

The department may provide assistance at a neutral site to a nonpublic
school participating in a district’s program. District programs must not
conflict with the health and wellness curriculum developed under Laws
1987, chapter 398, article 5, section 2, subdivision 7.

If a district fails to develop and implement a program to prevent and
reduce the risk of AIDS, the department shall assist the ECSU in the region
serving that district to develop or implement the program.

Subd. 2. [FUNDING SQURCES.] Districts may accept funds for AIDS
programs developed and implemented under this section from public and
private sources including public health funds and foundations, department
professional development funds, federal block grants or other federal or
state grants. ‘

Sec. 2. Laws 1987, chapter 398, article 5, section 2, subdivision 12, is
amended to read:

Subd. 12. [COMPREHENSIVE ARTS PLANNING PROGRAM.] For
technical assistance for the comprehensive arts planning program according
to Minnesota Statutes, section 129B.21, there is appropriated:

- $37,500 . . . .. 1988,
$37,500. . ... 1989.

Any unexpended fund balance remaining from the appropriations in this
subdivision for 1988 does not cancel and is available for the second year of
the biennium.

Sec. 3. [REGIONAL PUBLIC LIBRARY DISTRICT RECOMMEN-
DATIONS.]

By December 1, 1988, the department of education, in consuliation with
the department of revenue, shall make recommendations to the governor and
the legislature about the organization, financing, and formatwn of regional

“public library districts.

Sec. 4. [MINNESOTA ACADEMIC EXCELLENCE FOUNDATION. ]

Beginning in fiscal year 1990, the Minnesota academic excellence foun-
dation shall arrange funding for the unreimbursed travel expenses of school
districts participating in the national portion of the bicentennial competi-
tion on the constitution and bill of rights.

Sec. 5. [INFORMATION ON CATEGORICAL PROGRAMS.]

By January 15, 1989, the department of education shall provide to the
education committees of the legislature information on how school districts
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have allocated the revenue reserved for categorical programs under Min-
nesota Statutes 1987 Supplement, section 124A.27. This information is to
include a list of categorical programs that have been funded and the amount
of additional resources that have been allocated for categorical programs
compared to funding for these categorical programs in previous years.

Sec. 6. [CARRYOVER FOR MINNESOTA SCHOOL AND RESOURCE
CENTER FOR THE ARTS.]

An unexpended balance from the appropriation for the Minnesota school
and resource center for the arts in Laws 1987, chapter 398, article 10, sec-
tion 4, for fiscal year 1988 does not cancel but is available for fiscal year
1989,

Sec. 7. [EDUCATIONAL EFFECTIVENESS.]

The department of education shall allocate from its available state, fed-
eral, and other funding sources $250,000 for staff and support to increase
_ services for educational effectiveness programs according to Minnesota
Statutes, sections 121.608 and 121.609. The department complement in the
staff development unit of the division of instruction is increased by one
professional position and one clerical position for these purposes. The
department shall report on the funding sources used for this program to the
chairs of the education committees of the house and senate and to the
department of finance by November 1, 1988,

Sec. 8. [HIGHER EDUCATION COORDINATING BOARD:;
APPROPRIATION. ]

$30.000 is appropriated from the general fund to the higher education
coordinating board for fiscal year 1989 to support the activities of the task
force on instructional technology established in Laws 1987, chapter 401,
section 35.

This appropriation is in addition to the amount appropriated by Laws 1987,
chapter 401, section 2, subdivision 2.

Sec. 9. [DEPARTMENT OF EDUCATION; APPROPRIATION.]

Subdivision 1. [DEPARTMENT OF EDUCATION.] There is appropri-
ated from the general fund to the department of education the sums indi-
cated in this section for the fiscal years ending June 30 in the years designated.

Subd. 2. [SECONDARY VOCATIONAL RESTRUCTURING.] For devel-
oping a restructured secondary vocational model, there is appropriated:

$100,000 . . . .. 1988,

This appropriation is in addition 1o the amount appropriated by Laws 1987,
chapter 398, article 10, section 2, subdivision 2 and is available until June
130, 1989.

The commissioner of education, in consultation with the state director of
vocational technical education, the executive director of the state council
on vocational technical education, the chair of the University of Minnesota
department of vocational and technical education, and the joint council of
vocational teacher educators, shall develop a restructured model for the
delivery of secondary vocational education. The model must designate var-
ious forms of curriculum that will incorporate basic skills education and
instruction in higher order thinking skills into secondary vocational pro-
grams, The model must insure articulation of programs between secondary
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and post-secondary programs.

The commissioner may contract for temporary staff to develop the re-
structured model. The contracts are not subject to the contract approval
procedures of the commissioner of administration or Minnesota Statutes,
chapter 16B. In developing the model, the commissioner shall provide for
active participation by secondary and post-secondary vocational technical
teachers, vocational teacher educators, special needs staff, general educa-
tion teachers, school counselors, school administrators, and represenia-
tives of business, industry, and labor. By December 1, 1988, the commissioner
shall report to the governor and the education committees of the legislature
about the model and the plans and recommendations for implementation.

Subd. 3. [EMERGING USES OF TECHNOLOGY.] For colleciion and
dissemination of information on emerging uses of rechnologies in educa-
tion, there is appropriated:

520,000 . . . .. 1989,

Subd. 4. [COMPUTER USE BY TEACHERS.] For collection and dis-
semination of information on usage of computers by teachers, there is
appropriated:

$30,000 . . . .. 1989,

Subd. 5. [PER ASSISTANCE.] For assistance to regions and districts with
their planning, evaluatmg and reporting process under Minnesota Statutes,
section 126.664, there is approprtated

$60,000 . . . .. 1989,

Subd. 6. [AIDS PROGRAM.] For a program to prevent and reduce the
risk of AIDS, there is appropriated:

$900,600 . . . .. 1989.

The appropriation is in addition to the amount appropriated by Laws 1987,
chaprer 398, article 10, section 2, subdivision 2.

Up to $50,000 of this appropriation is for an independent evaluation of
the AIDS program.

The department may use a portion of the appropriation for technology
programs that provide individualized instruction about AIDS.

The complement of the department is increased by one professional and
one clerical position until June 30, 1991 .

The department may contract for noncomplement unclassified staff for
the period of time necessary to implement the AIDS program.

Subd. 7. [TEACHER LICENSING.] For teacher licensing, according to
Minnesota Statutes, section 125 .08, there is appropriated:

380,000 . . ... . 1988.
The 380,000 is available to reimburse costs in both years of the biennium.

This sum is added to the sum appropriated in Laws 1987, chaprer 398,
article 10, section 2, subdivision 2.

Subd. 8. [EDUCATIONAL SERVICES.] For educational services, there
is appropriated:
$250,000 . . . .. 1989,



8374 JOURNAL OF THE SENATE [93RD DAY

This sum is added to the sum appropriated in Laws 1987, chapter 398,
article 180, section 2, subdivision 2.

Subd. 9. [BASIC SKILLS EVALUATION.] 7o begin a comprehensive out-
side evaluation of literacy systems, there is appropriated:

§75.000. . . .. 1989.

This appropriation is contingent upon the department’s receipt of $1 from
private sources for each $2 of this appropriation. The commissioner of edu-
cation must certify receipt of the private matching funds. The appropriation
shall be used to begin developing a comprehensive evaluation system for
basic skills programs. The department must contract with an entity that is
not connected to a delivery system.

Subd. 10. [GED ON TV] For statewide purchase of broadcast costs, pub-
licity, and coordination of the GED on TV series, there is appropriated.

$100,000. . . .. 1989,

Subd. 11. [METROPOLITAN OPEN ENROLLMENT.] For implementa-
tion of open enrollment in the metropolitan area, there is appropriated.:

$150,000. . . .. 1989,

The complement of the department of education is increased by one
professional and .3 clerical position for this purpose.

The department of education shall ensure that information about oppor-
tunities for families under the open enrollment program is made available
to families residing in urban and suburban school districts. The information
must include at least: opportunities to enroll in urban and suburban dis-
tricts; programs that are available; procedures and timelines 1o enroll in
nonresident districts; and policies of the districts. To educate and encour-
age families to the maximum extent possible, the department may dissemi-
nate information, provide assistance to individual families, provide supportive
services for pupils and families, and provide assistance to districts and dis-
rrict staff.

Sec. 10. [STATE BOARD; APPROPRIATION. ]

For a comprehensive study of desegregation and integration costs, there
is appropriated from the general fund to the state board of education:

$75,000. . . . . 1988.

An unencumbered balance in fiscal year 1988 does not cancel and is
available for fiscal year 1989.

The state board shall contract for a comprehensive study on the deseg-
-regation and integration costs for fiscal years 1988 and 1989 and for the
estimated costs for future years. The board must contract with outside
consultants experienced in program and financial auditing relared to deseg-
regation and integration.

The integration study must identify at least: (1) the costs artributable
to implementing each district’s desegregation plan, (2) the minimum costs
recessary to comply with state board desegregation rules; and (3) the costs
that would occur if the district were not required to comply with state board
desegregation rules. The study must determine the overlap in revenues and
expenditures among desegregation revenue, integration revenue, and state
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and federal compensatory education revenue. The study must include dis-
trict and building level analysis, with per student costs and staffing ratios
provided where appropriate.

Selection of a consultant and determination of methodology must occur
by June I, 1988, in consultation with the Duluth, aneapolts and St.
Paul school districts.

The state board shall submit recommendations for financing desegre-
gation and integration costs and programs, including options for a uniform
allocation method or formula as opposed to a program budgeting approach.
The board shall report to the governor, the three districts, and the education
commitiees of the legislature by November 30, 1988.

Sec. 11. [EFFECTIVE DATE.]
Sections 2, 6, 9, and 10 are effective the day following final enactment.
ARTICLE 6
OTHER EDUCATIONAL FUNDING

Section 1. Minnesota Statutes 1986, section 120.06, is amended by
adding a subdivision to read:

Subd. 3. [PUPILS, AT LEAST 21 YEARS OF AGE.] In addition to those
admitted under subdivision 1, admission to a public secondary school is
free to a person who is eligible under this subdivision. In order to be
eligible, a person must be:

(1) at least 21 years of age;
(2) a resident of the district where the secondary school is located; and
(3} eligible under section 126.22, subdivision 2.

Free admission is limited to two school years or the equivalent, or until
the pupil completes the courses required to graduate, whichever is less.

Sec. 2. Minnesota Statutes 1987 Supplement, section 120.17, subdivi-
sion I, is amended to read:

Subdivision 1. [SPECIAL INSTRUCTION FOR HANDICAPPED CHIL-
DREN.] Every district shall provide special instruction and services, either
within the district or in another distnct, for handicapped children who are
residents of the district and who are handicapped as set forth in section
120.03. Special instruction and services must be provided from birth until
September 1 after the handicapped child becomes 21 years old but shall
not extend beyond secondary school or its equivalent, except as provided
in section 126.22, subdivision 2. Local health, education, and social service
agencies shall refer children under age five who are known to need or
suspected of needing special instruction and services to the school district.
Districts with less than the minimum number of eligible handicapped chil-
dren as determined by the state board shall cooperate with other districts
to maintain a full range of programs for education and services for hand-
icapped children. This subdivision does not alter the compulsory attendance
requirements of section 120.10. .

Sec. 3. Minnesota Statutes 1987 Supplement, section 122,91, is amended
by adding a subdivision to read:

Subd. 7. [REVENUE.] An education district may be ehgtblefor revenue
under section 10.
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Sec. 4. Minnesota Statutes 1986, section 123.351, is amended by adding
a subdivision to read:

Subd. 10. [REVENUE.] A secondary vocational cooperative may be
eligible for revenue under section 11.

Sec. 5. Minnesota Statutes 1986, section 123.3514, is amended by add-
ing a subdivision to read:

Subd. 6b. [FINANCIAL ARRANGEMENTS, PUPILS AGE 21 OR OVER.)
At the end of each school year, the department of education shall pay the
tuition reimbursement amount to the post-secondary institutions for courses
taken to fulfill high school graduation requirements by pupils eligible for
adult high school graduation aid. The amount of the tuition reimbursement
equals the lesser of:

(1) the actual costs of tuition, textbooks, materials, and fees directly
related to the course or program taken by the pupil; or

(2) an amount equal to the difference between the adult high school
graduation aid attributable to that pupil and an amount computed by
multiplying the adult high school graduation aid by the ratio of the total
number of hours that the pupil is enrolled in courses in the secondary
school during the regular school year over the total number of secondary
instructional hours per pupil in that pupil’s resident district.

The amount of tuition reimbursement paid for each pupil shall be sub-
tracted from the adult high school graduation aid paid to the pupil’s resident
district. If a pupil is enrolled in a course for post-secondary credit, the
school district shall include the pupil in average daily membership as
computed under section 120.17, subdivision 1 only for the portion of time
during which the pupil is enrolled in courses at the secondary school and
enrolled in courses at the post-secondary institution for secondary credit,

The department must not pay any tuition reimbursement or other costs
of a course taken for post-secondary credit only.

Sec. 6. Minnesota Statutes 1986, section 124.17, is amended by adding
a subdivision to read: -

Subd. 2e. [AVERAGE DAILY MEMBERSHIP PUPILS AGE 21 OR OVER.]
The average daily membership for pupils age 21 or over, is equal to the
ratio of the number of vearly hours that the pupil is in membership to the
number of instructional hours in the district’s regular school year.

Sec. 7. Minnesota Statutes 1986, section 124.214, subdivision 2, is
amended to read:

Subd. 2. [ABATEMENTS.] Whenever by virtue of chapter 278, sections
270.07, 375.192, or otherwise, the assessed valuation of any school district
for any taxable year is changed after the taxes for that year have been spread
by the county auditor and the mill rate as determined by the county auditor
based upon the original assessed valuation is applied upon the changed
valuations, the county auditor shall, prior to February ! of each year, certify
to the commissioner of education the amount of any resulting net revenue
loss that accrued to the school district during the preceding year. I August
of Each year, the commissioner shall pay an abatement adjustment to the
district in an amount calculated according to the provisions of this sub-
division. This amount shall be deducted from the amount of the levy autho-
rized by section 275.48. The abatement adjustment shall be recognized as
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revenue in the fiscal year in which it is received. The amount of the abate-
ment adjustment shall be the product of:

(1) the net revenue loss as certified by the county auditor, times
(2) the ratio of:

(a) the sum of the amounts of the district’s certified levy in the preceding
October according to the following:

(i) seetions 124A-03; subdivisien b 124A-06; subdivision 38 and
124708 subdivisien 3a; section 124A.23 if the district is entitled to basie
foundation receives general education aid according to thar section 124A-02;

41 seetion 124410 subdivisieon 3a;  the distriet is entitled to third
tier aid secording to section 14ALD; subdivision 4

{it) sections 124412 subdivision 3a; and 124414, subdivision Sa; if
the distriet is eligible for fourth tier aid sccording to seetion 124A 12,
subdivisien 4

fw%seeﬂens%@%—s&bdﬁaﬁeﬂ#aﬂd%s&bdﬁqsm%-#
the distriet 15 entitded to summer school aid aecording to seetton 124201
and

&4 (ii) section 275.125, subdivisions 3 and 5S¢, if the district is entided
to receives transportation aid according to section 124.225; subdivision
8a;

(iii) section 124.244, if the district receives capital expenditure aid
according to that section;

(iv) section 275.125, subdivision 1lc, if the district receives hazardous
substance aid according to section 124.245;

(v) section 275,125, subdivision 8, clauses (a) and (b), if the district
receives community education aid according to section 124.271;

(vi) section 275.125, subdivision 8b, if the district receives early child-
hood family education aid according to section 124 .2711; and

(vii) section 275.125, subdivision 6f, if the district receives exceptwnal
need aid according to section 124.217;

(b) to the total amount of the district’s certified levy in the preceding
October pussaant to seetions 124403 124A-06-
subdivision Ja; 124A10; subdivision 3a; 124412 subdivision 3&— -1—24-A—1-4—
subdivision Sa; and 275125, plus or minus auditor’s adjustments.

Sec. 8. Minnesota Statutes 1987 Supplement, section 124.214, subdi-
vision 3, is amended to read:

Subd. 3. [EXCESS TAX INCREMENT.] If a return of excess tax incre-
ment is made to a school district pursuant to section 469.176, subdivision
2, or upon decertification of a tax increment district, the school district’s
aid entittements and levy limitations must be adJusted for the fiscal year
in which the excess tax increment is paid under the provisions of this
subdivision.

(a) An amount must be subtracted from the school district’s aid for the
current fiscal year equal to the product of:

(1) the amount of the payment of excess tax increment to the school
district, times
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(2) the ratio of:

(A) the sum of the amounts of the school district’s certified levy for the
fiscal year in which the excess tax increment is paid according to the
following:

(i) seettons 124A-03; subdivision 17 124A-06; subdivision 3a; and
124408 subdivisien 3a; section 124A.23 if the schoeot district is entitled
te basic feundatien receives general education aid according to thar section
2402,

A sections 124210, subdivision 3a; end $24A-20, subdivision 2; #
%hesehee}dﬁmensea&t}edmthﬁdwmdaeeefdmgiesee&eﬂ%
subdivision 4

i) seetions 124412 subdivision 3u; and 124A-14; subdivision Sa; if
the schoel distriet is eligible for fourth-tier aid aecording to seetion +24A12;
subdivision 4;

) section 124403 subdivision 4; if the school district is entitled te
summer seheol aid according to seetion 124-201: and

&) (ii) section 275.125, subdivisions 5 and 5¢, if the school district is
entitled to receives transportation aid according to section 124.225; sub-
vision Sa;

(iii) section 124.244, if the district receives capital expenditure aid
according to that section;

(iv) section 275.125, subdivision 1lc, if the district receives hazardous
substance aid according to section 124.245;

(v) section 275.1253, subdivision 8, clauses (a) and (b), if the district
receives community education aid according to section 124,271,

(vi) section 275,125, subdivision 8b, if the district receives early child-
hood family education aid according to section 124.2711; and

(vii) section 275.125, subdivision 6f, if the district receives exceptional
need aid according to section 124 .217;

{B) to the total amount of the school district’s certified levy for the fiscal
year pursdant to sections 124A-03; 124406, subdivision 3a; 124A-08;
subdivision 3a; 124410, subdivision Ja; 124A12 subdivision 3a; 12dA4
subdivisien 5a; 1244020 subdivisien Z; and 275425, plus or minus au-
ditor’s adjustments.

(b) An amount must be subtracted from the school district’s levy limi-
tation for the next levy certified equal to the difference between:

(1) the amount of the distribution of excess increment, and
(2) the amount subtracted from aid pursuant to clause (a).

If the aid and levy reductions required by this subdivision cannot be
made to the aid for the fiscal year specified or to the levy specified, the
reductions must be made from aid for subsequent fiscal years, and from
subsequent levies. The school district shall use the payment of excess tax
increment to replace the aid and levy revenue reduced under this subdivision.

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

Sec. 9. [124.261] [ADULT HIGH SCHOOL GRADUATION AID.}.
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Adult high school graduation aid for eligible pupils age 21 or over,
equals an allowance of 65 percent of the general education formula allow-
ance times the average daily membership under section 124 .17, subdivision
2e. Adult high school graduation aid must be paid in addition to any other
aid to the district. Average daily membership of eligible pupils must not
be used in the computation of pupil units under section 124 .17, subdivision
1, for any purpose other than the computation of adult high school grad-
uation aid.

Sec. 10. [124.2721] [EDUCATION DISTRICT REVENUE.]

Subdivision 1. [ELIGIBILITY.] An education district is eligible for edu-
cation district revenue if the department certifies that it meets the require-
ments of section 122 .91, subdivisions 3 and 4. The pupil units of a district
that is a member of intermediate district No. 287, 916, or 917 may not be
used to obtain revenue under this section. The pupil units of a district may
not be used to obtain revenue under this section and section 11.

Subd. 2. [REVENUE.] Education district revenue is $60 per actual pupil
unit in each district that is a member aof an education district,

Subd. 3. [LEVY.] To obtain education district revenue, an eligible edu-
cation district may levy the lesser of its education district revenue or the
amount raised by 1.3 mills times the adjusted assessed valuation of each
participating district for the preceding year. Each year, the education dis-
trict board shall certify to the county auditor or county aua‘:tors the amount
of taxes to be levied under this section.

Subd. 4. [AID.] The aid for an education district equals its education
. district revenue minus its education district levy, times the ratio of the
actual amount levied to the permitted levy.

Subd. 5. [USES OF REVENUE.] Education district revenue must be
used by the education district board to provide educational programs
according to the agreement adopted by the education district board, as
required by section 122.94.

Sec. 11. [124.575] [SECONDARY VOCATIONAL COOPERATIVE
REVENUE.]

Subdivision 1. [ELIGIBILITY.] A secordary vocational cooperative
established under section 123.351 is eligible for secondary vocational
cooperative revenue if it meets the size requirements specified in section
122.96, subdivision 3, and the cooperative offers programs authorized
under section 123.351, subdivision 4, paragraph (b), clause (1), and clause
(2) or (3). The pupil units of a district that is a member of intermediate
school district No. 287, 916, or 217 may not be used to obtain revenue
under this section. The pupil units of a district may not be used to obtain
revenue under this section and section 10.

Subd. 2. [IREVENUE.] Secondary vocational cooperative revenue is 320
per actual pupil unit in the participating school districts of a secondary
vocational cooperative.

Subd. 3. [LEVY.] To obrain secondary vocational cooperative revenue,
an eligible secondary vocational cooperative may levy the lesser of its
secondary vocational cooperative revenue or the amount raised by .4 mills
times the adjusted assessed valuation of each member district for the
preceding year. Each year, the secondary vocational cooperative board
must certify the amount of taxes 1o be levied under this section to the
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county auditor or county auditors.

Subd. 4. [AID.] The aid for a secondary vocational cooperative equals
its secondary vocational cooperative revenue minus its secondary voca-
tional cooperative levy, times the ratio of the actual amount levied to the
permitted levy.

Sec. 12. Minnesota Statutes 1987 Supplement, section 126.22, subdi-
vision 2, is amended to read:

Subd. 2. [ELIGIBLE S¥UBENTS PUPILS.] The following studests pu-
pils are eligible to participate in the high school graduation incentives
program:

{(a) any student pupi! who is between the ages of 12 and 16 and who:

(1) is at least two grade levels below the performance level for students
pupils of the same age in a locally determined achievement test; or

(2) is at least one year behind in obtaining credits for graduation; or
(3) is pregnant or is a parent; or
(4) has been assessed as chemically dependent; or

(5) has been absent from attendance at school without lawful excuse for
ene or more class perieds en more than 15 consecutive school days in the
preceding or current school year;

(b) any student pupil who is between the ages of 16 and 19 who is
attending school, and who is at least two grade levels below the performance
level for students pupils of the same age in a locally determined achievement
test, or is at least one year behind in obtaining credits for graduation, or
is pregnant or is a parent, or has been assessed as chemically dependent;
or

(c) any person between 16 and 21 years of age who has not attended a
high school program for at least 15 consecutive school days, excluding
those days when school is not in session, and who is at least two grade
levels below the performance level for students pupils of the same age in
a locally determined achievement test, or is at least one year behind in
obtaining credits for graduation, or has been assessed as chemically depen-
dent; or

{d) any person who is at least 21 years of age and who:

(1) has received less than 14 years of public or nonpublic education,
beginning at age 5;

{2) has already completed the studies ordinarily requfred in the 10th
grade bur has not completed the requirements for a high school diploma
“or the equivalent; and :

(3) at the time of application, (i) is eligible for unemployment compen-
sation benefits or has exhausted the benefits, (ii) is eligible for or is
receiving income maintenance and support services, as defined in section
268.0111, subdivision 5, or (iii) is eligible for services under the displaced
homemaker program, state wage-subsidy program, or any programs under
the federal Jobs Training Partnership Act or its successor,

Notwithstanding section 127.27, subdivision 7, the provisions of section
127.29, subdivision 1, do not apply to pupils age 17 and older who par-
ticipate in the high school graduation incentives program.
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Sec. 13. Minnesota Statutes 1987 Supplement, section 126.22, subdi-
vision 3, is amended to read:

Subd. 3. [ELIGIBLE PROGRAMS.] Students Pupils who are eligible to
participate under subdivision 2 may enroll in the following programs:

(a) Any program approved by the state board of education under Min-
nesota Rules, part 3500.3500, including area learning centers under sec-
tions 129B.52 to 129B.55, or according to section 121.11, subdivision 12,
may enroll stadents pupils who are eligible to participate under subdivision
2, clause (a), (b) ex, (c), or (d);

(b) Students Pupils eligible to participate under subdivision 2, clanse (b)
o, (c), or (d) may enroll in secondary school courses upon a resolution
passed by a school board approving enrollment, or may enroll in post-
secondary courses under section 123.3514; and

{c) Any public secondary education program may enroll any studest pupil
who is eligible to participate under subdivision 2, clause (a), (b) es, (c),
or (d).

An eligible institution providing eligible programs as defined in this
subdivision may contract with an entity providing adult basic education
programs under the community education program contained in section
121 .88 for actual program costs.

Sec. 14. Minnesota Statutes 1986, section 129B.20, subdivision 1, is
amended to read: . :

Subdivision 1. [FUNDING.] Each site shall receive $1,250 each year
for two years. If fewer than 30 sites are selected, each site shall receive
an additional proportionate share of money appropriated and not used.
Before receiving money for the second year, a long-range plan for arts
education must be submitted to the department.

Sec. 15. Minnesota Statutes 1987 Suppiement, section 129B.53, sub-
division 2, is amended to read:

Subd. 2. {PEOPLE TO BE SERVED.] A center shall provide programs
for secondary pupils and adults, giving priority to serving persons between
16 and 21 years of age. Secondary pupils to be served are those who are
chemically dependent, not likely to graduate from high school, need assis-
tance in vocational and basic skills, can benefit from employment expe-
riences, and need assistance in transition from school to employment. Adults
to be served are dislocated homemakers and workers and others who need
basic educational and social services. In addition to offering programs, the
center shall coordinate the use of other available educational services, social
services, and post-secondary institutions in the community. The center may
also provide programs for elementary and secondary pupils who are not
attending the center to assist them in completing high school.

Sec. 16. Minnesota Statutes 1987 Supplement, section 136D.27, is amended
to read:

136D.27 [FAX STATE AIDS AND LEVIES; cERTIEICATES OF
INDEBFEDNESS. |

Subdivision I. [LEVIES FOR CERTAIN PROGRAMS.] Each year the
joint school board may certify to each participating school district tax levies
that shall not in any year exceed .6 mills on each dollar of adjusted assessed
valuation for special education and .7 mills on each dollar of adjusted
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assessed valuation for expenses for secondary vocational education. Each
participating school district shall include sueh these tax levies in the next
tax roll which it shall certify to the county auditor or auditors, and shatl
remit the collections of such levies to the board promptly when received. '
Such These levies shall not be included in computing the limitations upon
the levy of any participating district under seetions 424A-03; 124A_06;
sabd¥vision 3a; 124A-08; subdivision 3a; 124A10; subdivision 3a; 124012
subdivisien 3a; 124A-14; subdivision 5a; and 275425, The board may,
any time after sweb these levies have been certified to the participating
school districts, issue and sell certificates of indebtedness in anticipation
of the collection of such levies, but in aggregate amounts such as will not
exceed the portion of the levies which is then not collected and not delinquent.

Subd. 2. [PROHIBITED LEVIES.] Notwithstanding section 136D.24 or
any other law to the contrary, the joint school board may not certify, either
itself, to any participating district, or to any cooperating school district,
any levies for any purpose, except the levies authorized by subdivision |,
sections 127.05, 275.125, subdivisions 8c and 14a, 275.48, and 475.61,
and for the joint school board’s obligations under section 268.06, subdi-
vision 25, for which a levy is authorized by section 275.125, subdivision
4.

Subd. 3. [PROHIBITED STATE AIDS.] Notwithstanding section 136D.24
or any law to the contrary, the department of education shall not pay,
unless explicitly authorized by statute, any state aid, grant, credit, or other
money to the joint school board, except the aid, credit, or money authorized
by sections 121.201, 123.3514, 1242137, 124.252, 124.32, 124.573,
124.574, and 124 .646, and chapter 273.

Sec. 17. Minnesota Statutes 1986, section 136D.74, is amended by add-
ing a subdivision to read:

Subd. 2a. [PROHIBITED LEVIES.] Notwithstanding subdivisions 2 and
4, section 136D.73, subdivision 3, or any other law to the contrary, the
intermediate school board may not certify, either itself, to any participating
district, or to any cooperating school district, any levies for any purpose,
except the levies authorized by subdivision I, sections 127.05, 275.125,
subdivisions 8c and 14a, 275.48, and 475.61, and for the intermediate
school board's obligations under section 268.06, subdivision 25, for which
a levy is authorized by section 275.125, subdivision 4.

Sec. 18. Minnesota Statutes 1986, section 136D.74, is amended by add-
ing a subdivision to read:

Subd. 2b. [PROHIBITED STATE AIDS.] Notwithstanding subdivision 4
or any law to the contrary, the department of education shall not pay,
unless explicitly authorized, any state aid, grant, credit, or other money
to the intermediate school board, except the aid, credit, or money autho-
rized by sections 121.201, 123 3514, 124.2137, 124.252, 124.32, 124 .573,
124.574, and 124.646, and chapter 273,

Sec. 19. Minnesota Statutes 1987 Supplement, section 1361D.87, is amended
to read:

136D.87 [TAX LEVIES, CERTIFICATES OF INDEBTEDNESS. |

Subdivision 1. [LEVIES FOR CERTAIN PROGRAMS.] Each year the
joint school board may certify to each participating school district tax levies
that shall not in any year exceed .6 mills on each dollar of adjusted assessed
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valuation for expenses for special education and .7 mills on each dollar of
adjusted assessed valuation for expenses for secondary vocational educa-
tion. Each participating school district shall include sueh these tax levies
in the next tax roll which it shall certify to the county auditor or auditors
and shall remit the collections of such these levies {o the board promptly
when received. Sueh These levies shall not be included in computing the
limitations upon the levy of any participating district under seetions 124A-03;
124406 subdivision 3a; 124408 subdivision 3a; 124A-10; subdivision
%—Mﬂbﬂmﬁm&%—%ﬁ%ﬂiﬁﬁﬂé&—aﬂd% The
board may, any time after sweh these levies have been certified to the
participating school districts, issue and sell certificates of indebtedness in
anticipation of the collection of sueh levies, but in aggregate amounts sueh
as that will not exceed the portion of the levies which is then not collected
and not delinquent.

Subd. 2. [PROHIBITED LEVIES.] Notwithstanding section 1360D.84 or
any other law to the contrary, the joint school board may not certify, either
itself, to any participating district, or to any cooperating school district,
any levies for any purpose, except the levies authorized by subdivision 1,
sections 127.05, 275,125, subdivisions 8c and [4a, 275.48, and 475 .61,
and for the joint school board’s obligations under section 268.06, subdi-
vision 23, for which a levy is authorized by section 275,125, subdivision
4.

Subd. 3. [PROHIBITED STATE AIDS.] Notwithstanding section 136D.24
or any law to the contrary, the department of education shall not pay,
unless explicitly authorized, any state aid, grant, credit, or other money
to the joint school board, except for aid, credit, or money authorized by
sections 121.201, 123 3514, 124.2137, 124.252, 124.32, [24.573, 124.574,
and 124.646, and chapter 273.

Sec. 20. Minnesota Statutes 1986, section 275,125, is amended by add-
ing a subdivision to read:

Subd. 6i. [RULE COMPLIANCE LEVY.] Each year a district that is
required to implement a plan according to the requirements of Minnesota
Rules, parts 3535.0200 to 3535.2200, may levy an amount not ro exceed
one mill times the adjusted assessed valuation of the district. Independent
school district No. 625, St. Paul, may levy according to this subdivision
and subdivision 6e. Notwithstanding section 121.904, the entire amouni
of this levy shall be recognized as revenue for the fiscal year in which the
tevy is certified. This levy shall not be considered in computing the aid
reduction under section 124.155.

Sec. 21. Minnesota Statutes 1986, section 275.125, is amended by add-
ing a subdivision to read:

Subd. 8e. [INTERDISTRICT COOPERATION LEVY.] This subdivision
does not apply to special school district No. 1, independent school district
No. 11, 625, or 709, or to a district that is a member of intermediate
school district No. 287, 916, or 917, A district may levy each year under
this subdivision if it:

(1) is a member of an education district, under sections | 22 9l to 122 .96,
and the education district of which the district is a member does not receive
revenue under section 10; or

{2) has a cooperation agreement with other districts to expand curricular
offerings in mathematics in grades 10 to 12, science in grades 10 to 12,
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Sforeign languages for two years, compulter usage, or other programs rec-
ommended by the state board.

The levy must not exceed the amount raised by one mill times the adjusted
assessed valuation of the district for the preceding year. A district that is
a member of a secondary vocational cooperative that levies under section
11, may levy the difference between the amount raised by one mill times
the adjusted valuation of the district for the preceding year and the amount
levied under section 11. The proceeds of the levy may be used only to pay
for instructional and administrative costs incurred in providing the cur-
ricular offerings under this section. A district may not spend more than
five percent of the amount of the levy for administration.

Sec. 22. Laws 1987, chapter 398, article 3, section 38, is amended to
read:

Sec. 38. [COMMISSION SPECHAL EDUCATION STUBY STUDIES .|

The sum of $408-808 $250,000 is appropriated for fiscal year 1988 from
the general fund to the legislative commission on public education for the
commission to conduct: (/) a comprehensive qualitative and quantitative
evaluation and analytical study of special education, financing, and related
services; (2) a study of education accountability measures; and (3) an
education organization study that includes findings about learning oppor-
tunities for learners, financial considerations, and alternative patterns of
educational organization. The sum is available until June 30, 1989.

Sec. 23. [TASK FORCE ON EDUCATION ORGANIZATION. ]

Subdivision 1. [ESTABLISHED.] There is established a task force on
education organization that is composed of 24 members. It shall be an
advisory task force to the legislative commission on public education,

Subd. 2. [MEMBERSHIR] The legislative commission on public edu-
cation shall appoint 18 members who represent various sizes of school
districts and geographical areas of the state. Fach member shall be a
person who has knowledge of:

(1) the group selecting the person;
(2) the day-to-day operations of schools; and
(3) the items to be considered by the task force.

A person selected by a group is not required 1o be a member of the
group.

By June 1, 1988, each group shall submit to the chair of the legislative

commission the names of two people and the commission shall select, at

. random, one of the two people to serve on the task force. Each of the
following groups shalil be represented on the task force:

(1) state board of education;

(2) state curriculum advisory committee;

(3) Minnesota school boards association;

(4) association of stable or growing school districts;
{5) association of metropolitan school districts;

{6) Minnesota rural education association;
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(7) Minnesota community education association,

{(8) Minnesota association of school administrators;

{9) Minnesota association of secondary vocational administrators;
{10) Minnesota administrators of special education;

{11) Minnesota association of secondary school principals;

{12) Minnesota elementary school principals’ association;

(13) Minnesota education association;

{14) Minnesota federation of teachers;

(15) Minnesota congress of parents, teachers, and students;

(16) independent school district Nos. 11 and 625 and spec:al school
district No. 1;

(17) the business community; and
(18) associations representing nonpublic education.

In addition, six members of the legislature shall be appointed to the task
Jorce. The subcommittee on committees of the committee on rules and
administration of the senate shall appomt three members of the senate.
The speaker of the house of representanves shall appoint three members
of the house.

The commissioner of education, or a designee, shall be an ex officio
nonvoting member of the task force.

The chair of the legistative commission shall convene the first meeting
of the task force by July 1, 1 988 The task force members shall elect the
chair of the task force.

Subd. 3. [ITEMS FOR CONSIDERATION.] In considering education
organization, the task force shall consider and make findings about the
Jollowing:

(1) learning opportunities, including, but not limited to:

(i) minimum and maximum curricular offerings;

(ii) alternatives to traditional instructional time or learning year;
(iii) state board of education rules;

(iv) learning and teaching options; and

(v) community education and its implications;

(2) financial considerations, including, but not limited to:

(i) funding and tax equity;

{ii) the relationship between educational expenditures and student
achievement;

(iii} implications for employees, inciuding salaries, fringe benefits, and
collective bargaining;

(iv) facility needs, uses, and alternatives, including construction of
duplicative facilities by adjacent districts; and

(v) community education and its implications;
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{3) alternative patterns of organization, including, but not limited to:
(i) various management organizational structures;

(ii) technology use;

(iii) incentives to reorganize;

{(iv) research on education organization; and

(v) community education and its implications.

Subd. 4. [SUBCOMMITTEES.] The task force shall appoint at least two
subcommittees. One subcommittee shall address curriculum and learning
opportunities. One subcommittee shall address organizational structures
and finance. The members of both subcommitices shall be representative
of various sizes of school districts and geographical areas of the state.

Subd. 5. [EXPENSES AND EXPIRATION.] The rask force shall be
governed by Minnesota Statutes, section 15.059, subdivision 6.

Subd. 6. [STAFF ASSISTANCE.] The education committees of the leg-
islature and the department of education shall provide staff assistance to
the task force and subcommittees.

Subd. 7. (FINDINGS.] The task force shall report its findings to the
legislative commission by December 1, 1988.

Sec. 24. [APPROPRIATIONS.]

Subdivision 1. [DEPARTMENT OF EDUCATION. ] There is appropri-
ated from the general fund or other named fund to the department of
education the sums indicated in this section for fiscal years ending June
30 in the years designated. '

Subd. 2. [HUTCHINSON SCHOOL DISTRICT.] 7o reimburse indepen-
dent school district No. 423, Hutchinson, for expenses actually incurred
in participating in the national bicentennial competition on the Consti-
tution and Bill of Rights, there is appropriated:

$12,000 . . ... 1988. -

Subd. 3. [ADULT HIGH SCHOOL GRADUATION AID. 1 For adult high
school graduation aid, there is appropriated:

31,000,000 . . ... I1989.
If the appropriation is insufficient, the aid must be prorated.

Subd. 4. [INTEGRATION GRANTS.] For grants for integration expen-
ditures, there is appropriated:

812,013,600 . . . .. 1989.

Grant amounts may not exceed $981,900 for independent school district
No. 709, Duluth, 35,950,300 for special school district No. I, Minneapolis,
and $5,081,400 for independent school district No. 625, St. Paul. As a con-
dition of receiving a grant, each district must continue to report its costs
according to the uniform financial accounting and reporting system and must
provide the information requested for the state board of education study of
integration costs. As a further condition of receiving a grant, each district
must submit a report to the chairs of the education commiitees of the legis-
lature about the actual expendttures it made for integration using the grant
money.
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Subd. 5. [CHISHOLM SCHOOL DISTRICT.] For a grant for a leader-
ship program in independent school district No. 695, Chisholm, there is
appropriated:

320,000 . . . .. 1989,

Subd. 6. [NORTHEAST MINNESOTA TECHNOLOGY CONSOR-
TIUM.] For a grant to the northeast Minnesota technology and education
consortium to develop a pilot computer technology program, there is
appropriated.:

350,000 . . . .. 1989,

Subd. 7. INORTHWEST EDUCATIONAL TECHNOLOGY COOPERA-
TIVE.] For a grant to independent school district Nos. 351, 354, 436, 437,
442, 443, and 446 to develop a cooperative educational technology pro-
gram, there is appropriated:

100,000 . . . .. 1988.

Any unexpended amount does not cancel and is available until June 30,
1989.

Sec. 26. [EFFECTIVE DATE.]
Sections 22, 23, and 24 are effective the day following final enactment.

Sections 10, subdivision 4, and 11, subdivision 4, are effective for the
1989-1990 school year.

ARTICLE 7
MISCELLANEQUS

Section 1. Minnesota Statutes 1986, section 92.06, subdivision 4, is
amended to read:

Subd. 4. [IMPROVEMENTS, WHEN PAYMENT NOT NECESSARY.]
If a person has made improvements to the land and if the commissioner
believes that person settled the land in good faith as homestead land under
the laws of the United States before it was certified to the state, or if the
improvements were lawfully made by that person as a lessee of the state,
then the value of the improvements must be separately appraised and, if
the settler or lessee purchases the land, the settler or lessee is not required
to pay for the improvements. If another person purchases the land, that
person must pay the state at the time of sale the owner of the improvemenis,
in addition to all other required payments, the appraised amount for the
improvements. The amount received by the state for the improvements
must be paid to the setter of lessee of heirs; representatives; or assigns
of the settler or lessee: Payment must be made by warrant drawa by the

commissioner of finnnce upon the state treastrer: AMOURts received fof
the improvements ate appropriated for malking the payments Payment for
improvements must be made within 15 days of the auction sale, either in
cash or upon terms and conditions agreeable to the owner of the improve-
ments. If payment for improvements is not made in cash, and if there is no
agreement between the parties within 15 days of the auction sale, the
commissioner may:

(1} sell the property to the second highest qualified bidder if thar bidder
submitted to the commissioner’s representative, at the auction sale, a writ-
ten request to buy the property at a specified price; or
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(2) void the sale and reoffer the property at a subsequent sale.

This subdivision does not apply unless the persor seeking its benefit
owner of the improvements makes a verified application to the commis-
sioner showing entitlement to # the improvements before the first state
public sale at which the land is offered for sale. The applicant must appear
at the sale and offer to purchase the land for at least its appraised value
including all timber on it, and make the purchase if no higher bid is received.
Actions or other proceedings involving the land in question begun before
the sale must have been completed.

Sec. 2. Minnesota Statutes 1986, section 92.14, is amended by adding
a subdivision to read:

Subd. 3. [ADDITIONAL ADVERTISING OF LAND SALES.] in addi-
tion to posted notice of land sales required by subdivisions 1 and 2, the
commissioner shall publicize land sales in Minnesota and elsewhere to the
greatest extent possible, consistent with appropriations available for that
purpose.

Sec. 3. Minnesota Statutes 1987 Supplement, section 92.46, subdivision
1, is amended to read:

Subdivision 1. [PUBLIC CAMPGROUNDS.] (a) The director may des-
ignate suitable portions of the state lands withdrawn from sale and not
reserved, as provided in section 92.45, as permanent state public camp-
grounds. The director may have the land surveyed and platted into lots of
convenient size, and lease them for cottage and camp purposes under terms
and conditions the director prescribes, subject to the provisions of this
section.

(b) A lease may not be made for a term more than 20 years, The lease
may allow renewal, from time to time, for additional terms of no longer
than 20 years each. The lease may be canceled by the commissioner 90
days after giving the person leasing the land written notice of violation of
lease conditions. The lease rate shall be based on the appraised value of
leased land as determined by the commissioner of natural resources. The
appraised value shail be the value of the leased land without any private
improvements and must be comparable to similar land without any improve-
ments within the same county.

(c) By July 1, 1986, the commissioner of natural resources shall adopt
rules under chapter 14 to establish procedures for Ieasing land under this
section. The rules shall be subject to review and approval by the com-
missioners of revenue and administration prior to the initial publication
pursuant to chapter 14 and prior to their final adoption. The rules must
address at least the following:

(1) method of appraising the property;
(2) determination of lease rates; and
(3) an appeal procedure for both the appraised values and lease rates,

(d) All money received from these leases must be credited to the fund
to which the proceeds of the land belong.

Notwithstanding section 16A.125 or any other law to the contrary, 50
percent of the money received from the lease of permanent school fund
lands leased pursuant to this subdivision shall be deposited into the per-
manent school trust fund. However, in fiscal years 1987, 1988, 1989, 1990,
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1991, and 1992, the money received from the lease of permanent school
fund lands that would otherwise be deposited into the permanent school
fund is hereby appropriated to survey, appraise, and pay associated selling
costs of lots as required in section 92.67, subdivision 3. The money appro-
priated may not be used to pay the cost of surveying lots not scheduled for
sale. Any money designated for deposit in the permanent school fund that
is not needed to survey, appraise, and pay associated selling costs of lots,
as required in section 92.67, shall be deposited in the permanent school
fund. The commissioner shall add to the appraised value of any Jot offered
for sale the costs of surveying, appraising, and selling the lot, and shall
first deposit the eests reeovered i info the permanent school fund end an
amount equal to the costs of surveying, appraising, and selling any lot
paid out of the permanent school fund. Any remaining money shall be
deposited into any other contributing funds in proportion to the contribution
trom each fund. In no case may the commissioner add to the appraised
value of any lot offered for sale an amount more than $700 for the costs
of surveying and appraising the lot. Netwithstanding section 92-:67 sub-
division 4; as to requests for sale of lakeshere lots received before January
1 1987 the commissioner shall hold the sale before Deteber 31 1087 i
pess&ble—aad—tfaetpessrble—the%e&s&haﬂbeeﬁfefedfefsﬂe&tfheﬂeﬂ

sale in the sueceeding year:

Sec. 4. Minnesota Statutes 1987 Supplement, section 92.67, subdivision
1, is amended to read:

Subdivision 1. [SALE REQUIREMENT. ] Notwithstanding section 92.45
or any other law, at the request of a lessee or as otherwise provided in this
section, the commissioner of natural resources shall sell state property
bordering public waters that is leased for the purpose of a private cabin
under section 92.46. Requests for sale must be made prior to July 5 1994
December 31, 1992, and the commissioner shall complete all requested
sales and sales arising from those requests by July 15 1992 Fhe lessee
mleng&he;eq&eﬁmayde&gmihelem#%@@eﬁheb&sep&ymeﬂt

" in the yeer the request is made to be used as part of the dewn payment
December 31, 1993, subject to section 92.67, subdivision 3, clause (d).
The sale shall be made in accordance with laws providing for the sale of
trust fund land except as modified by the provisions of this section.

Sec. 5. Minnesota Statutes 1987 Supplement, section 92.67, subdivision
3, is amended to read:

Subd. 3. [APPRAISERS; ALLOCATION OF APPRAISAL AND SUR-
VEY COSTS.] (a) The For an appraisal conducted before the effective date
of this section, a lessee requesting the sale may sclect a person who meets
the minimum appraisal standards established by the federal Farmers Home
Administration or the federal Veterans Administration to appraise the prop-
erty to be sold. If more than one lessee of a cabin site lot leased by the
commissioner undger section 92.46 within a platted area requests the sale
of a leased lot, all requesting lessees may jointly agree upon an appraiser.
If the lessee or lessees do not select an appraiser, the commissioner of
natural resources shall select the appraiser. An appraisal prepared by a
person who meets the minimum appraisal standards established by the
Farmers Home Administration or the federal Veterans Administration, but
who is not included on the list of appraisers approved by the commissioner
of administration for the appraisal of state property, must be reviewed by
an appraiser selected by the commissioner of natural resources from the
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commissioner of administrarion’s list of approved appraisers. If, upon con-
clusion of this review, the commissioner of natural resources-determines
that the appraisal under review does not meet state appraisal standards,
the commissioner shall reject the appraisal and have the property reap-
praised by an appraiser selected from the list approved by the commissioner
of administration.

For appraisals conducted on and after the effective date of this section,
all appraisals of lots offered for sale shall be performed by persons selected
by the commissioner who are included on the list of appraisers approved
by the commissioner of administration for the appraisal of state property.
A lessee requesting a sale may recommend to the commissioner a person
Jrom the approved list to appraise the property to be sold. The commis-
sioner shall supply the approved list to any lessee upon request.

{b) The costs of appraisal shall be allocated by the commissioner to the
lots offered for sale and the successful bidder on each lot shall reimburse
the commissioner for the appraisal costs allocated to the lot bid upon up
to $700 for each lot appraised. If there are no successful bidders on a lot,
the commissioner is responsible for the appraisal cost allocated to that lot.

-{c) The commissioner shall survey a lot prior to offering it for sale. The
commissioner is responsible for the survey cost.

(d) The lessee may stop the sale proeess after the appraisal but before
the sale- The lessee must relmbusse the commissioner for the cost of the
appraisal i the sale is stopped If a lessee disagrees with the appraised
value of the lessee’s improvements, the lessee may select an appraiser from
the approved list of appraisers to reappraise the improvements. The lessee
is responsible for the cost of this reappraisal. If the commissioner and the
lessee fail to agree on the value of the improvements within 180 days of
the date an appraisal is performed, the commissioner shall offer the lot
Jor sale at a price that incorporates the county assessor’s estimated market
value of the improvements adjusted by the assessmenti/sales ratio as deter-
mined by the depariment of revenue. o

Sec. 6. Minnesota Statutes 1987 Supplement, section 92.67, subdivision
4, is amended to read:

Subd. 4. [TIMING OF SALES.] (a) The commissioner shall offer lake-
shore cabin site lots for sale pursuant to written request and in accordance
with the following schedule: .

(I) as to requests received before January 1, 4987 1988, the sale shall
be held not later than by October 31, 4987 1988, if possible. However, if
a lot is not offered for sale by that date, the lot shall be offered for sale at
the next sale in the next year;

(2) as to requests received each calendar year after December 31, 1986
1987, the sale shall be held in June, July, or August of the year after the
request is received;

(3) notwithstanding clause (2), the commissioner may offer a lot for sale
in the year the request is received if the commisstoner will offer for sale
in that year other lots platted with the late requested lot;

{4) notwithstanding clause (2), if more than 50 percent of the lessees in
a platted area request by December 31 of a calendar year that their lots
be offered for sale, the commissioner shall offer for sale.at one time during
June, July, or August of the following vear all lots in a platted area. If a



93RD DAY] MONDAY, APRIL 25, 1988 8391

lessee, whose lot is located in a plat where more than 50 percent of the
lessees request that their lots be offered for sale, requests in writing that
the lessee’s lot not be offered for sale, the commissioner may not offer the
lot for sale until 1993, and

{5) lots that are unsold for any reason at the end of 1993 shall be offered
for sale in increments over a period of five years beginning in 1994. Lots
that are unsold for any reason at the end of 1998 shall be offered for sale
in 1999 and each year thereafter untif sold.

{b) The last sales shall be held ir 1992 Lots not sold the first year
offered may be reoffered in a succeeding year, following reappraisal if it
is determined necessary by the commissioner.

(c) If a person other than the lessee purchases the leased lakeshore cabin
site, the purchaser must make payment in full to the lessee at the time of
the sale, in the manner provided in section 92.06, subdivision 4, for the
appraised value of any improvements. Failure of a successful bidder to
comply with this provision voids the sale and the property must be rebid;
if possible; at the same sale may be reoffered for sale as provided in section
92 06, subdivision 4.

Sec. 7. Minnesota Statutes 1986, section 92.67, subdivision 5, is amended
to read:

Subd. 5. [TERMS OF SALE.] For the sale of the public lands vnder this
section, the purchaser shall pay the state ten percent of the purchase price
at the time of the sale. The balance must be paid in no more than 20 equal
annual installments. The interest rate on the remaining balance shall be
eight percent per year at the rate in effect at the time of the sale under
section 549.09.

Sec. 8. [120.062] [ENROLLMENT OPTIONS PROGRAM.]

Subdivision 1. [CERTAIN DISTRICTS EXCLUDED. | For the 1989-1990
school year only, this section applies to a district that has more than 1,000
actual pupil units in kindergarten through grade 12.

Subd. 2. [ESTABLISHMENT.] An enroliment options program is estab-
lished to enable any pupil to attend a school or program in a district in
which the pupil does not reside, subject to the limitations in this section.

Subd. 3. [CLOSED DISTRICTS.1 A school board may, by resolution,
determine that nonresident pupils may not attend any of its schools or
programs according to this section. :

Subd. 4. [PUPIL APPLICATION PROCEDURES.] Ir order that a pupil
may attend a school or program in a nonresident district, the pupil’s parent
or guardian must submir an application 1o the nonresident district. The
parent or guardian of a pupil residing in a district that does not have a
desegregation plan approved by the state board of education must submit
an application by January 1 for enrollment during the following school
vear. The parent or guardian of a pupil residing in a district that has a
desegregation plan approved by the state board of education may apply
to a district at any time. The application shall be on a form provided by
the department of education. A particular school or program may be
requested by the parent.

Subd. 5. [DESEGREGATION PLANS.] A district that has a desegre-
gation plan approved by the state board of education may limit the number
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of pupils who transfer into or out of the district. To remain in compliance
with its desegregation plan, the district may establish the number of major-
ity and minority group pupils who may transfer into or out of the district.
The district may accept or reject applications in a manner that will enable
compliance with the desegregation plan. The district shall notify the parent
or guardian and the resident district according to the requirements of
subdivision 6.

Subd. 6. [NONRESIDENT DISTRICT PROCEDURES.] Wirkin 60 days
of receiving an application, a district that does not exclude nonresident
pupils, according to subdivision 3, shall notify the parent or guardian and
the resident district in writing whether the application has been accepted
or rejected. If an application is rejected, the district must state in the
notification the reason for rejection.

Subd. 7. [BASIS FOR DECISIONS.| The school board must adopt, by
resolution, specific standards for acceptance and rejection of applications.
Standards may include the capacity of a program, class, grade level, or
school building. Standards may not include previous academic achieve-
ment, athletic or other extracurricular ability, handicapping conditions,
proficiency in the English language, or previous disciplinary proceedings.

Subd. 8. [WAIVER OF DEADLINES.] Upon agreement of the resident
and nonresident school boards, if applicable, the deadlines in subdivisions
4 and 6 may be waived.

Subd. 9. [TRANSPORTATION.] If requested by the parent of a pupil,
the nonresident district shall provide transportation within the district.
The state shall pay transportation aid to the district according 1o section
124.225.

The resident district is not required to provide or pay for transportation
between the pupil’s residence and the border of the nonresident district. A
parent may be reimbursed by the nonresident district for the costs of
transportation from the pupil’s residence to the border of the nonresident
district if the pupil is from a family whose income is at or below the poverty
level, as determined by the federal government.

Subd. 10. [CREDITS TOWARD GRADUATION.] A nonresident district
shall accept credits toward graduation that were awarded by another dis-
trict. The nonresident district shall award a diploma to a nonresident pupil
if the pupil meets its graduation requirements.

Subd. I1. [INFORMATION.] A district that does not exclude nonresident
pupils according to subdivision 3 shall make information about the district,
schools, programs, policies, and procedures available to all interested
people.

Subd. 12. [GENERAL EDUCATION AID.] Adjustments to general edu-

cation aid for the resident and nonresident districts shall be made according
to section 124A.036, subdivision 5.

Sec. 9. Minnesota Statutes 1986, section 120.075, subdivision la, is
amended to read:

Subd. 1a. Any pupil who, pursuant to section 123.39, subdivision 5, has
continuously been enrolled since January 1, 1977 in a school district of
which the pupil was not a resident may continue in enrollment in that
district; and that district shall be eonsidered the pupil™s district of residence.



93RD DAY MONDAY, APRIL 25, 1983 8393

Sec. 10. Minnesota Statutes 1986, section 120.075, subdivision 3, is
amended to read:

Subd. 3. Any pupil enrolled on either Janvary 1, 1978, or April 5, 1978,
in a nonpublic school, as defined in section 123.932, subdivision 3, located
in a district of which the pupil was not a resident who would otherwise
have qualified for enrollment in that district as a resident pursuant to sub-
division 1 may attend the public schools of that district as & resident.

Sec. 11. Minnesota Statutes 1986, section 120.075, is amended by add-
ing a subdivision to read:

Subd. 5. General education aid, capital expenditure aid, and transpor-
tation aid attributable to pupils covered by programs under this section
must be paid according to sections 33, 30, and 29, respectively.

Sec. 12. Minnesota Statutes 1986, section 120.0751, subd|v1310n 1,
amended to read:

Subdivision 1. The state board of education may permit a pupil whe
enrolls to enroll in a school district of which the pupil is not a resident te
be deemed a resident pupil of that distriet pursuant to under this section.

Sec. 13. Minnesota Statutes 1986, section 120.0751, is amended by
adding a subdivision to read:

Subd. 6. [AID.] General education aid, capital expenditure aid, and
transportation aid for pupds covered by programs under this section must
be paid according to sections 33, 30, and 29, respectively.

Sec, 14. Minnesota Statutes 1986, section 120.0752, subdivision 1, is
amended to read:

Subdivision 1. A pupil may enroll in a school district of which the pupil
is not a resident and be deemed a resident pupil of that distriet pursuant
te under this section.

Sec. 15. Minnesota Statutes 1987 Supplement, section 120.0752, sub-
division 3, is amended to read:

Subd. 3. [11TH AND 12TH GRADE STUDENTS.] Notwithstanding
subdivision 2, an 11th or 12th grade pupil who has been enrolled in a
district for at least three eonseeutive years and whose parent or guardian
moves to another district, may continue to enroll in the nonresident district
upon the approval of the school board of the nonresident district. The
approval of the school board of the pupil’s resident district is not required.
thepapﬂshaﬂbeeeﬁﬁéefedares&deﬂ{effhedﬁmetmwmehfhﬂi&méem
is enroled-

Sec. 16. Minnesota Statutes 1986, section 120.0752, is amended by
adding a subdivision to read:

Subd. 4. General education aid, capital expenditure aid, and transpor-
tation aid for pupils covered by programs under this section must be paid
according to sections 33, 30, and 29, respectively.

Sec. 17. Minnesota Statutes 1986, section 120.08, subdivision 2, i
amended to read:

Subd. 2. A school board ## of a district maintaining a secondary school
may by a majority vote provide for the instruction of any resident pupi! in
a school district in an adjoining state searer te the puptl's place of residence
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than the sehoel of the resident distriet; the distances being meusured by
the usual traveled reutes. Any charge for tuition or transportation, by the
district se attended or for transportation in the adjoining state, shall be
paid by the pupi’s resident district provided that sueh. The pupil shall
conttatie t0 be considered a pupil of the resident district of residenee for
the payment purposes of appertiomment and other state aids aid.

Sec. 18, [120.105] [EDUCATION STATEMENT.]

Subdivision 1. [STATEMENT CONTENTS.] Each vear every school, as
defined in section 120.101, subdivision 4, offering a kindergarten program
musi ensure that the school principal, kindergarten teacher, or other profes-
sional, discusses and distributes the following statement to every parent,
guardian, or other person enrolling a child in kindergarren:

“The siate of Minnesota requires that every child entering kindergarten
this school year must graduate from high school or remain in high school
or in an alternative program until age 18. Only those who have been
accepted in the military or an institution of higher learning can leave
school before they are 18 years old.”

The department of education must make appropriate provisions to
accommodate those children who newly enroll in a public school after
kindergarten. All other schools must make similar provisions.

Sec. 19, Minnesota Statutes 1987 Supplement, section 120.101, sub-
division 5, is amended to read:

Subd. 5. [AGES AND TERMS.] For the 1988-1989 school vear and the
school years thereafter, every child between seven dand 16 years of age
shall receive instruction for at least 170 days each year. For the 2000-2001
school year and later school years, every child between seven and 18 years
of age shall receive instruction for at least 170 days each year. Every chiid
under the age of seven who is enrolled in a half-day kindergarten, or a
fuli-day kindergarten program on alternate days, or other kKindergarten
programs shall receive instruction at least equivalent to 170 half days. A
parent may withdraw a child under the age of seven from enrollment at
any time.

Sec. 20. Minnesota Statutes 1987 Supplement, section 120.101, sub-
division 9, is amended to rea_d: '

Subd. 9. [LEGITIMATE EXEMPTIONS.] A parent, guardian, or other
person having control of a child may apply to a school district to have the
child excused from attendance for the whole or any part of the time school
is in session during any school year. Application may be made to any
member of the board, a truant officer, a principal, or the superintendent.
The school board of the district in which the child resides may approve the
application upon the following being demonstrated to the satisfaction of
that board:

{1) That the child’s bodily or mental condition is such as to prevent
attendance at school or application to study for the period required; or

(2) That for the school years 1988-1989 through 1999-2000 the child
has already completed the studies ordinarily required in the tenth grade
and that for the school years beginning with the 2000-2001 school year
the child has already completed the studies ordinarily required to graduate
from high school, or
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(3) That it is the wish of the parent, guardian, or other person having
control of the child, that the child attend for a period or pericds not exceed-
ing in the aggregate three hours in any week, a school for religious instruc-
tion conducted and maintained by some church, or association of churches,
or any Sunday school association incorporated under the laws of this state,
or any auxiliary thereof. This school for religious instruction shall be
conducted and maintained in a place other than a public school building,
and in no event, in whole or in part, shall be conducted and maintained at
public expense. However, a child may be absent from school on such days
as the child attends upon instruction according to the ordinances of some
church.

Sec. 21. Minnesota Statutes 1986, section 123.35, subdivision §, is
amended to read:

Subd. 8. The board may establish and maintain public evening schools
and adult and continuing education programs and such evening schools and
adult and continuing education programs when so maintained shall be
available to all persons over 16 years of age through the 1999-2000 school
year and over 18 years of age beginning with the 2000-2001 school year
who, from any cause, are unable to attend the full-time elementary or
secondary schools of such district.

Sec. 22. Minnesota Statutes 1987 Supplement, section 123.3515, sub-
division 1, 1s amended to read:

Subdivision 1. [ESTABLISHMENT.] (a) An enrollment options program
for school districts, in which a school district may voluntarily participate,
is established under this section, and includes those districts not partici-
pating in the enroliment options program under section 8. A participating
district must include all grade levels offered by the district. By formal
resolution, a participating district must agree to: '

(1) allow its resident pupils to enroll in other participating districts;
(2) accept nonresident pupils from other participating districts; and
(3) follow the procedures in this section.

(b) A nonparticipating district shall notify the commissioner each yeas
by September 45 whether & will partieipate 30 of its participation in the
program during the following school year. For the 19871588 school year;
a district must aotify the eommissioner by July 5 937

Sec. 23. Minnesota Statutes 1987 Supplement, section 123.3515, sub-
division 2, is amended to read:

Subd. 2. [PUPIL APPLICATION.] A pupil who resides in a participating
district may enroll according to this section in a participating nonresident
district. The pupil’s parent or guardian must apply to the nonresident district
on a form provided by the department of education. The application must
be submitted to the nonresident district by Beeembes January 1 for enroll-
ment during the following school year. Fer the 19871938 schoot year: an
application must be submitted by August 15 198

Sec. 24. Minnesota Statutes 1987 Supplement, section 123.3515, sub-
division 3, is amended to read:

Subd. 3. [NONRESIDENT DISTRICT PROCEDURES. ] Within ten days
of receiving an application, a nonresident district shall notify the resident
district that it has received the application. The nonresident district shall
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notify the parent or guardian and the resident district by February 1 whether
the pupil’s application has been approved or disapproved. For the 1987-

Sec. 25. Minnesota Statutes 1987 Supplement, section 123.3515, sub-
division 3, is amended to read:

Subd. 5. [RACIAL BALANCE.] A school district that has a desegre-
gation plan may limit the number of pupils who transfer into or out of the
district. An application to transfer into or out of a desegregation district
shall be submitted to that district by Nevember December 1 of each year
for enrollment during the following school year. For the 19871988 sehool

> ah appheation must be submitted by Augast 15 1987 If approval of
all of the applications would result in the district being out of compliance
with its desegregation plan, the district shall establish the number of major-
ity and minority group pupils who may transfer into or out of the district.
The district may approve or disapprove the applications in a manner that
will enable compliance with the desegregation plan. The district shall notify
the parent or guardian by Nevember December 20 whether the pupil’s
application has been approved or disapproved. For the 1987-1088 seheel

Sec. 26, Minnesota Statutes 1987 Supplement, section 123.3515, sub-
division 6, is amended to read;

Subd. 6. [TRANSPORTATION.| The nonresident distriet shall provide

. ithin that district for d b Hod wador this
section- The state shall pay transportation aid to the district according to
seetion +24-215- The resident distriet is not required to provide or pay for
transportation between a pupil's residence and the border of the nonresident

A parent or guardian may apply to the nonresident district for reim-
bursement for transportation cosis between the pupil’s residence and the
border of the nonresident district. The state board shall establish guidelines
for reimbursing the transportation costs based on financial need. Chapter
14 does not apply to the guidelines.

Sec. 27. Minnesota Statutes 1987 Supplement, section 123.3515, sub-
division 9, is amended to read: .

Subd. 9. [AID.] Payment of foundation aid or general education aid for
pupils enrolled in 8 nonresident district must be made according to section
+24A-036; subdivision 5 General education aid, capital expenditure aid,
and transportation aid attributable to pupils covered by programs under
this section must be paid according to sections 33, 30, and 29, respectively.

Sec. 28. Minnesota Statutes 1986, section 124.18, subdivision 2, is
amended to read:

Subd. 2. [TUITION.] Except as otherwise provided in law, every district
which provides instruction in other districts and which receives foundation
program aid shall pay to the district furnishing this elementary and sec-
ondary school instruction the actual cost thereof chargeable to maintenance
exclusive of transportation costs,

There shall also be paid for capital outlay and debt service to the district
providing such instruction $10 per pupil unit in average daily membership
for each nonresident pupil unit, except that every district educating non-
resident pupils may charge and include in its tuition, for capital outlay and
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debt service, an amount per pupil unit in average daily membership based
on the amount that the average expenditure for capital outlay and debt
service determined by dividing such annual expenditure by the total number
of pupil units in average daily membership in the district exceeds $10 per
pupil unit. If the district has no capital outlay or debt service the district
receiving such funds may use them for any purpose for which it is authorized
to spend money. Provided further that if a district provides instruction for
nonresident handicapped and trainable children, tuition shall be as specified
in section 120.17, subdivision 4,

Sec. 29. Minnesota Statutes 1986, section 124.225 is amended by add-
ing a subdivision to read:

Subd, 8. [ALTERNATIVE ATTENDANCE PROGRAMS.] A district
that serves nonresident pupils in programs under sections 8, 120.075,
120.0751, 120.0752, 123.3515, 126.22, and 129B.52 to 129B.55 shall
provide authorized transportation to the pupil within the attendance area
for the schoo! that the pupil attends. The state shall pay transportation
aid attributable to the pupil to the serving district according to this section.
The district of the pupil’s residence need not provide or pay for transpor-
tation between the pupil’s residence and the district’s border.

Sec. 30. Minnesota Statutes 1986, section 124.245, is amended by add-
ing a subdivision to read:

Subd. 6. [ALTERNATIVE ATTENDANCE PROGRAMS.] The capital
expenditure aid for districts must be adjusted for each pupil, excluding a
handicapped pupil as defined in section 120.03, attending a nonresident
district under sections 8, 120.075, 120.0751, 120.0752, 123.3515, 126.22,
and 129B.52 to 129B.55. The adjustments must be made according to this
subdivision.

{a) Capital expenditure aid paid to a district of the pupils residence
must be reduced by an amount equal to the revenue amount per actual
pupil unit of the resident district times the number of pupil units of pupils
enrolled in nonresident districts.

(b) Capital expenditure aid paid to a district serving nonresidents in
programs listed in subdivision 1 must be increased by an amount equal to
the revenue amount per actual pupil unit of the nonresident district times
the number of pupil units of nonresident pupils enrolled in the district.

(c) If the amount of the reduction to be made from the capital expenditure
aid of a district is greater than the amount of capital expenditure aid
otherwise due the district, the excess reduction must be made from other
state aids due the district.

Sec. 31. Minnesota Statutes 1987 Supplement, section 124.26, subdi-
vision 1b, is amended to read:

Subd. 1b. [PROGRAM REQUIREMENTS.] An adult basic and contin-
uing education program is a day or evening program offered by a district
that is for people over 16 years of age through the 1999-2000 school yvear
and over 18 vears of age beginning with the 2000-2001 schoo!l year who
do not atiend an elementary or secondary school. The. program offers
academic instruction necessary te earn a high school diploma or equiva-
lency certificate. Tuition and fees may not be charged for instruction sub-
sidized under this section, except for a security deposit to assure return of
materials, supplies, and equipment.
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Sec. 32. Minnesota Statutes 1986, section 124A.036, subdivision 2, is
amended to read:

Subd. 2. [DISTRICT WITHOUT SCHOOLS.] Except as otherwise pro-
vided in law, any district not maintaining classified elementary or secondary
schools shall pay the tuition required in order to enable resident pupils to
attend school in another district when necessary, and shall receive foun-
dation aid pursuant to this section on the same basis as other districts. The
aid shall be computed as if the pupils were enrolled in the .district of
residence.

Sec. 33. Minnesota Statutes 1987 Supplement, section 124A. 036 sub-
division 5, is amended to read:

Subd. 5. [CERTFAIN NQNRES—I-DENIPSALTERNATIVE ATTENDANCE
PROGRAMS.] The feundation general education aid for districts must be
adjusted for each pupll, excluding a handicapped pupil as defined in section
120.03, attending a nonresident district under sections &, 120.075, 120.0751,
120.0752, 123.3515, 126.22, and 129B.52 ro 129B.55. The adjustments
must be made according to this subdivision.

(a) Feundatien General education aid paid to a resident district must be
reduced by an amount equal to the formnuta allowance plus the total Her
meﬂ&epefaewa}p&pﬁaﬂﬂefehemﬁdeﬂ{dﬁme{&mestheﬂumbefef
pupil uaits of pupils enrelled in a nonresident general education revenue
exclusive of compensatory revenue attributable to the pupil in the resident
district.

(b) Feundatien General education aid paid to a nearesident district serv-
ing a pupil in programs listed in this subdivision shall be increased by an
amount equal to the fermula allowance plus the total tier revenue per actual
pupil unit of the nonresident district tes the pumber of pupil units of
nonresident pupils enrolled in that general education revenue exclusive of
compensatory revenue attributable to the pupil in the nonresident district.

() If the amount of the reduction to be made from the foundation general
education aid of the resident district is greater than the amount of feundation
general education aid otherwise due the district, the excess reduction must
be made from other state aids due the district.

(d) The district of residence shall pay tuition to a district providing
special instruction and services to a handicapped pupil, as defined in
section 120.03, who is enrolled in a program listed in this subdivision.
The tuition shall be equal to (1} the actual cost of providing special instruc-
tion and services to the pupil, including a proportionate amount for debt
service and for capital expenditure facilities and equipment, and debt
service but not including any amount for transportation, minus (2} the
amount of special education aid, attributable to that pupil, that is received
by the district providing special instruction and services.

Sec. 34. [124A.31] [EQUITABLE COMPENSATION PENALTY.}

Subdivision 1. [IMPLEMENTATION.] A school district subject to sec-
tions 471.991 to 471.999 shall implement the plan to establish equitable
compensation relationships set forth in its report to the commissioner of
employee relations. The plan shall be implemented by December 31, 1991,
unless a later date is approved by the commissioner. If a report was filed
before October 1, 1987, and had an implementation date after December
31, 1991, the date in the report shall be approved by the commissioner.
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Subd. 2. [AID REDUCTION FOR ADMINISTRATION COSTS.] By
October I, 1992, the commissioner of employee relations shall certify to
the commissioner of education the school districts that have not complied
with subdivision 1. For each of these school districts, the commissioner of
education shall reduce general education aid for fiscal year 1993 by an
amount equal 1o five percent of the district’s administration costs for the
1990-1991 school year. If the reduction exceeds the district’s general edu-
cation aid, the reduction shall be made from other aids paid 1o the district.

Subd. 3. [ADIUSTMENT OF YEARS.) The commissioners of emplovee
relations and educarion shall adjust the years designated in subdivision 2
for school districts with implementation dates after December 31, 1997,

Subd. 4. [EXTENSIONS.] The commissioner of employee relations must
extend an implementation date upon a finding that failure to implement
was attributable 1o severe hardship or to circumstances beyond the control
of the district.

Sec. 35. Minnesota Statutes 1986, section 125.12, subdivision 3, is
amended to read:

Subd. 3. [PROBATIONARY PERIOD.] The first three consecutive years
of a teacher’s first teaching experience in Minnesota in a single school
district shall be deemed to be a probationary peried of employment, and
after completion thereof, the probationary period in each schoot district in
which the teacher is thereafter employed shall be one year. The school
board shall adopt a plan for written evaluation of teachers during the
probationary period. Effective July 1, 1988, evaluation shall occur net fess
than at least three times each year for a teacher performing services on
120 or more school days, at least two times each year for a teacher
performing services on 60 to 119 school days, and at least one time each
year for a teacher performing services on fewer than 60 school days. Days
devoted to parent-teacher conferences, teachers’ workshops, and other staff
development opportunities and days on which a teacher is absent from
school shall not be included in determining the number of school days on
which a teacher performs services. During the probationary period any
annual contract with any teacher may or may not be renewed as the school
board shall see fit; provided, however, that the school board shall give any
such teacher whose contract it declines to renew for the following school
year written notice to that effect before June 1. If the teacher requests
reasons for any nonrenewal of a teaching contract, the school board shall
give the teacher its reason in writing, including a statement that appropriate
supervision was furnished describing the nature and the extent of such
supervision furnished the teacher during the employment by the board,
within ten days after receiving such request. The school board may, after
a hearing held upon due notice, discharge a teacher during the probationary
period for cause, effective immediately, under section 123.35, subdivision
5.

Sec. 36. Minnesota Statutes 1986, section 125.17, subdiviéion 2, is
amended to read:

Subd. 2. [PROBATIONARY PERIOD; DISCHARGE OR DEMOTION.]
All teachers in the public schools in cities of the first class during the first
three years of consecutive employment shall be deemed to be in a proba-
tionary period of employment during which period any annual contract
with any teacher may, or may not, be renewed as the school board shall
see fit. The schoel board shall adopt a plan for a written evaluation of
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teachers during the probationary period. Effective July 1, 1988, evaluation
shall occur ret less than at least three times each year for a reacher per-
forming services on 120 or more school days, at least two times each year
for a teacher performing services on 60 to 119 school days, and at least
one time each year for a teacher performing services on fewer than 60
school days. Days devoted to parent-teacher conferences, teachers’ work-
shops, and other staff development opportunities and days on which a
teacher is absent from school shall not be included in determining the
number of school days on which a reacher performs services. The school
board may, during such probationary period, discharge or demote a teacher
for any of the causes as specified in this code. A written statement of the
cause of such discharge or demotion shall be given to the teacher by the
school board at least 30 days before such removal or demotion shall become
effective, and the teacher so notified shall have no right of appeal therefrom.

Sec. 37. Minnesota Statutes 1987 Supplement, section 126.22, subdi-
vision 2, is amended to read:

Subd. 2. [ELIGIBLE STUBENTS PUPILS.] The following students pu-
pils are eligible to participate in the high school graduation incentives
program:

(a) any student pupil who is between the ages of 12 and 16 and who:

(1) is at least two grade levels below the performance level for students
pupils of the same age in a locally determined achievement test; or

(2) is at least one year behind in obtaining credits for graduation; or
(3) is pregnant or is a parent; or
(4) has been assessed as chemically dependent; or

(5) has been absent from attendance at school without lawful excuse for
one of more elass periods on more than 15 consecutive school days in the
preceding or current school year;

(b) any student pupil who is between the ages of 16 and 19 who is
attending school, and who is at least two grade levels below the performance
level for stadents pupils of the same age in alocally determined achievement
test, or is at least one year behind in obtaining credits for graduation, or
is pregnant or is a parent, or has been assessed as chemically dependent;
or

(c) any person between 16 and 21 years of age who has not attended a
high school program for at least 15 consecutive school days, excluding
those days when school is not in session, and who is at least two grade
levels below the performance level for students pupils of the same age in
a locally determined achievement test, or is at least one year behind in
obtaining credits for graduation, or has been assessed as chemically dependent,

Sec. 38. Minnesota Statutes 1987 Supplement, section 126.22, subdi-
vision 3, is amended to read:

Subd. 3. [ELIGIBLE PROGRAMS.] Students whe are eligible to par
Herpateuadefsebdﬁ%ﬂeﬁgmayemeﬂmthefeﬂewmgpmgmm&(a)A
pupil who is eligible according to subdivision 2, clause (a), (b). or (¢},
may enroll in any program approved by the state board of education under
Minnesota Rules, part 3500.3500 or according to section 121.11, subdi-
vision 12—mayeﬁfeﬂs+udeﬂ+swheafeehg+blet~epafaerp&teuﬁéefsub-
divisien 25 elause (o &) of (235,
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(b) Students A pupil who is eligible to pardeipate under according to
subdivision 2, clause (b) or (¢), may enroll in post-secondary courses under
section 123.3514+ and.

(c) Ary public secondary education program may enrell any student A
pupil who is eligible to partietpate under subdivision 2, clause (a), (b), or
(c), may enroll in any public secondary education program.

Sec. 39. Minnesota Statutes 1987 Supplement, section 126.22, subdi-
vision 4, is amended to read:

Subd. 4. [STUBENT PUPIL ENROLLMENT.] Any eligible student pupil
under subdivision 2 may apply to enroll in an eligible program under sub-
division 3, using the form specified in section 120.0752, subdivision 2.
Notwithstanding section 120.0752, approval of the resident district is not
required for an eligible student pupil under subdivision 2 to enroll in a
nonresident district whieh rhar has an ¢ligible program under subdivision
3 or an area learning center eslablished under section 129B.52. A student
enrolling in & progrash in a nonresident distriet under this seetion shal be
censidered a resident of that distriet-

Sec. 40. Minnesota Statutes 1987 Supplement, section 126.22, is amended
by adding a subdivision to read:

Subd. 7. [AID ADJUSTMENTS.] General education aid, capital expen-
diture aid, and transportation aid attributable to a pupil covered by pro-
grams under this section must be paid according to sections 33, 30, and
29, respectively.

Sec. 41. Minnesota Statutes 1987 Supplement, section 126.23, is amended
to read:

126.23 [AID FOR PRIVATE ALTERNATIVE PROGRAMS.]

If a pupil enrolls in a nonsectarian alternative program operated by a
private organization that has contracted with a school district to provide
educational services for high school drop outs or other eligible students
under section 126.22, subdivision 2, the resident district must reimburse
the provider an amount equal to at least 50 percent of the fermula allewanee
plus the total tier revenue attributable to that basic revenue of the district
Jor each pupil. Pupils for whom a district provides reimbursement may not
be counted by the district for any purpose other than computation of basic
revenue, according to section 124A.22, subdivision 2.

Sec. 42. [126.235] [EDUCATIONAL PROGRAM FOR PREGNANT
MINORS AND-MINOR PARENTS.]

Upon request, a school district must make available to a pregnant minor
or a minor custodial parent an educational program to enable the minor
to earn a high school diploma. The department of education shall develop
program designs and provide districts with technical assistance. A district’s
educational program must use appropriate community services and must
recognize each pupil’s individual needs and parental responsibilities. The
district shall designate at least one person to review quarterly each pupil’s
progress in the program.

If a pupil receives social services according to section 257.33 or employ-
ment and training services according to section 256.736, the district shall
develop the pupil's educational program in consultation with the providers
of the services and shall provide a liaison when necessary. The pupil may
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request that an adult, selected by the pupil, assist in developing the edu-
cational program.

Sec. 43. Minnesota Statutes 1986, section 126.56, subdivision 2, is
amended to read:

Subd. 2. [ELIGIBLE STUDENT.] To be eligible for a scholarshlp 4
student shall:

(1) be a United States citizen or permanent resident of the United States;
{2) be a resident of Minnesota,
2 (3) attend an eligible program;

3} (4) have completed at least one year of secondary school but not have
graduated from high school;

& (5) have earned at least a B average during the semester or quarter
prior to application, or have earned at least a B average during the semester
or quarter prior to application in the academic subject area applicable to
the summer program the student wishes to attend; and

£33 (6) demonstrate need for financial assistance.

Sec. 44. Minnesota Statutes 1987 Supplement, section 126.67, subdl-
vision 2b, is amended to read:

Subd. 2b. [DISTRICT ASSESSMENTS.] As part of the PER process,
each year a district shall, in at least three grades, conduct assessments
among at least a sample of pupils for each subject area in that year of the
curriculum review cycle. The district’s curriculum review cycle fer eom-
munieation; mathematies; seience; and social studies shall not exceed five
six years. Assessments may not be conducted in the same curriculum area
for two consecutive years. The district may use tests from the assessment
item bank, the local assessment program developed by the department, or
other tests. As they become available, districts shall use state developed
measures to assure state progress toward the state core curriculum. Funds
are provided for districts that choose to use the local assessment program
or the assessment item bank.

Sec. 45. Minnesota Statutes 1987 Supplement, section 129.121, sub-
division |, is amended to read:

Subdivision 1. The governing board of any high school may delegate
the control, supervision and regulation of interscholastic athletics and other
extracurricular activities referred to in section $23.38 to the Minnesota
state high school league, a nonprofit incorporated voluntary association.
Membership in said Minnesota state high school league shall be composed
of such Minnesota high schools whose governing boards have certified in
writing to the state commissioner of education that they have elected to
delegate the control, supervision and regulation of their interscholastic
athletic events and other extracurricular activities to said league. The Min-
nesota state high school league is hereby empowered to exercise the control,
supervision and regulation of interscholastic athletics, musical, dramatic
and other contests by and between pupils of the Minnesota high schools,
delegated to it pursuant to this section. The Minnesota high school league
may establish a policy or guidelines for the guidance of member high schools
in the formation or alteration of athletic or other extracurricular conferences.
Except as otherwise provided by subdivision la, the formation or alteration
of conferences is voluntary.
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The commissioner of education, or the commissioner’s representative,
shall be an ex officio nonvoting member of the governing body of the
Minnesota state high school leagues with the same rights and privieges a5
other members of i#ts governing body. The governing board must include
the following members: four members of the public, at least one of whom
must be an American Indian, Asian, Black, or Hispanic, and all of whom
must be parents, appointed by the governor under section 15.0597; two
members of the Minnesota association of secondary school principals
selected by the association; and 14 members selected according to league
bylaws. The board shall establish and adopt policies, make decisions on
behalf of the league, and establish advisory committees necessary to carry
out board functions. The terms, compensation, removal of members, and
the filling of membership vacancies are governed by section 15.0575.
Members of advisory committees shall be reimbursed only for expenses in
the same manner as board members, The rules of satd the league shall be
exempt from the provisions of sections 14.02, 14.04 to 14.36, 14.38, 14.44
to 14.45, and 14.57 to 14.62.

Employees of the league shall be reimbursed only for expenses as autho-
rized by the commissioner’s plan for state employees adopted under section
43A.18, subdivision 2.

The league is specifically prohibited from having credit cards.

The executive director of the league shall have a department head expense
account subject to the same limits and guidelines as those provided for the
commissioner of education. The executive director shall expend money for
entertainment or reimbursement of expenses of guests of the league only
Jfrom this account.

The board shall establish a policy on the use of automobiles by league
staff and shall show annually how league policy on the use of automobiles
is the most cost-effective alternative available.

Sec. 46. Minnesota Statutes 1986, section 129.121, subdms:on 2,18
amended to read:

Subd. 2. Any school board is hereby authorized to expend moneys for
and pay dues to the Minnesota state high school league and all moneys
paid to such league, as well as moneys derived from any contest or other
event sponsored by said league, shall be subject to an annual examination
and audit by & eertified public aceountant of the state auditor.

Each year by September 1, the state auditor shall provide a financial
and compliance audit to the legislature detailing the general financial
condition and general status of the league as of July 31 of the year pre-
ceding the filing of the audit. Copies of the audit report must be filed with
the commissioner of education, the chairs of the house and senate education
committees and the director of the legislative reference library. The audit
report must include the aggregate totals for all revenues and expenditures
for the three preceding years and the current year and the percent and
dollar difference in each of these four years. The following items must be
audited in each instance: revenues from student activities, membership
dues, publications, registration of officials and judges, interest, automobile
sales, and other revenues including medals, refunds and reimbursements;
and expenditures related to staff, the board of directors, student activities,
capital outlay, office and other expenditures including membership ser-
vices. The league must pay the state auditor for the costs of the audir.
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Sec. 47. Minnesota Statutes 1986, section 129.121, is amended by add-
ing a subdivision to read:

Subd. 2a. [EMPLOYMENT.] The league must adopt an affirmative action
policy to ensure that employment positions within the league are equally
accessible to all qualified persons and to eliminate the underutilization of
protected groups as defined in section 43A.02, subdivision 33.

The league shall actively and publicly recruit qualified people to become
employees of the league. It shall give special emphasis to recruiting mem-
bers of protected groups. The league shall advertise available positions in
newspapers of general circulation. The advertisement must contain a dead-
line for submitting applications that is at least 14 days after the date of
the last advertisement. The league shall keep each application for at least
six months and shall notify an applicant when a position, for which the
applicant is qualified, becomes available.

Sec. 48, Minnesota Statutes 1986, section 129.121, is amended by add-
.ing a subdivision to read:

Subd. 2b. [EQUITABLE COMPENSATION RELATIONSHIPS.] The
league shall be treated as a political subdivision for purposes of sections
471.992 1o 471.999, except that the league must report to the commissioner
of employee relations by February 1, 1989, on its implementation plan.
No cause of action against the league arises before August 1, 1989, for
failure to comply with the requirements of sections 471.992 to 471.999.

Sec. 49. Minnesota Statutes 1986, section 129.121, is amended by add-
ing a subdivision to read:

Subd. 2c. [DATA PRACTICES.] The collection, creation, receipt, main-
tenance, dissemination, or use of information by the league is subject to
the provisions of chapter 13.

Sec. 50. Minnesota Statutes 1987 Supplement, section 129B.11, sub-
division 2, is amended to read:

Subd. 2. [ELIGIBILITY.] To be eligible for a grant, a group of districts
must meet one of the following criteria:

(1) create a consolidated district according to section 122.23, with the
consolidated school district having at least 600 pupils in average daily
membership;

(2) establish an education district according to section 122.91;

(3) form a group of districts that has an agreement under section 122.535
or 122.541 for discontinuing grades when the districts entering into the
agreement have a total of at least 240 pupils in average daily membership
in grades ten, 11, and 12; or

{4) enter into a joint powers agreement for a technology cooperative
where, The school districts in the cooperative are must be contigeous but
are significant distances apart so thet ether forms of cooperation are mot
peaetieal and either of the following:

(i) there is a significant distance between buildings in the district so
that other forms of cooperation are not practical, or

(ii) the districts have a combined area of at least 500 square miles.
Sec. 51. Minnesota Statutes 1987 Supplement, section 129B.11, is amended
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by adding a subdivision to read:

Subd. 2a. [INTENTION TO CONSOLIDATE.] A group of districts is
eligible for a grant if each school board has adopted a resolution of
intention to consolidate with the other districts in the group. If a grant is
awarded to a group of districts under this subdivision, and if the group
does not actually consolidate within 24 months of receiving the grant, the
department of education shall withhold payment of all state aids until the
amount of the grant has been recovered,

The state board of education may establish additional conditions to a
grant awarded under this subdivision.

Sec. 52. [129B.56] [DESIGNATION AS CENTER.]

The commissioner of education, in cooperation with the state board of
education, shall establish a process for state designatrion and approval of
area learning centers that meet the provisions of Minnesota Statutes, sec-
tions 129B.52 to 129B.55.

The four area learning centers designated in 1988 as exemplary shall
be subject to the state approval process beginning July 1, 1990.

Area learning center designation shall begin July I, 1988.

Sec. 53. Minnesota Statutes 1986, section 134.351, subdivision 7, is
amended to read: .

Subd. 7. [REPORTS.] Each multicounty, multitype system receiving a
grant pursuant to section 134.353 or section 134.354 shall provide an annual
progress report to the department of education. The department shall report
before November 15 of each even-numbered year to the legislature on all
projects funded under section 134.353 and section 134,354,

Sec. 54. Minnesota Statﬁtes 1986, section 136D.81, is amended to read:

136D.81 [DAKOTA AND GOODHUE COUNTY DISTRICTS, JOINT
VOCATIONAL SCHOOL.]

Subdivision 1. [AGREEMENTS.] Two or more of the special school
district numbered 6 and the independent school districts numbered 191,
192, 194, 195, 196, 197, 199 and, 200, 252, and 256, located wholly or
partly in the eeunty counties of Dakota or Goodhue, whether or not con-
tiguous, may enter into agreements to accomplish jointly and cooperatively
the acquisition, betterment, construction, maintenance, and operation of
area vocational technical schools. Each school district which becomes a
party to such an agreement is hereinafter referred to as a “participating
school district.”” The agreement may provide for the exercise of such powers
by the school board of one of the school districts on behalf of and for the
benefit of other school districts, or by a joint school board created as set
forth in sections 136D.81 to 136D.92. If the powers are to be carried out
by one of the school districts, it shall in doing so have the same powers
and duties and be subject to the same limitations as are herein provided
for joint school boards.

Subd. 2. [HECB REVIEW] No area vocational technical school shall
be constructed pursuant to sections 136D.81 to 136D.92 until the location
of such school and its program is first submitted for review and recom-
mendation by the Minnesota higher education coordinating board.

Sec. 55. Minnesota Statutes 1986, section 260.015, subdivision 19, is
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amended to read:

Subd. 19. [HABITUAL TRUANT.] “Habitual truant” means a child
under the age of 16 years through the 1999-2000 school year and under
the age of I8 beginning with the 2000-2001 school year who is absent’
from attendance at school without lawful excuse for seven school days if
the child is in elementary school or for one or more class periods on seven
school days if the child is in middle school, junior high school, or high
school.

Sec. 56. Minnesota Statutes 1987 Supplement, section 422A.101, sub-
division 2, is amended to read:

Subd. 2. [CONTRIBUTIONS BY OR FOR CITY-OWNED PUBLIC
UTILITIES, IMPROVEMENTS, OR MUNICIPAL ACTIVITIES.] Contri-
butions by or for any city-owned public utility, improvement project and
other municipal activities supported in whole or in part by revenues other
than real estate taxes, any public corporation, any employing unit of met-
ropolitan government, special school district No. 1 or Hennepin county, on
account of any employee covered by the fund shall be calculated as follows:

(a) a regular employer contribution of an amount equal to the percentage
rounded to the nearest two decimal places of the salaries and wages of all
employees of the employing unit covered by the retirement fund which
equals the difference between the level normal cost plus administrative
cost reported in the annual actuarial valuation prepared by the commission-
retained actuary and the employee contributions provided for in section
422A.10;

(b) an additional employer contribation of an amount equal to the percent
specified in section 353.27, subdivision 3a, clause (a}, multiplied by the
salaries and wages of all employees of the employing unit covered by the
retirement fund; _

(c) a proportional share of an additional employer amortization contri-
bution of an amount equal to $3,900,000 annually until June 30, 2017,
based upon the share of the fund’s unfunded actuarial accrued liability
attributed to the employer as disclosed in the annual actuarial valuation
prepared by the commission-retained actuary.

The city council or any board or commission may, by proper action,
provide for the inclusion of the cost of the retirement contributions for
employees of any city-owned public utility or for persons employed in any
improvement project or other municipal activity supported in whole or in
part by revenues other than taxes who are covered by the retirement fund
in the cost of operating the utility, improvement project or municipal activ-
ity. The cost of retirement contributions for these employees shall be deter-
mined by the retirement board and the respective governing bodies having
jurisdiction over the financing of these operating costs.

The cost of the employer contributions on behalf of employees of special
school district No. 1 who are covered by the retirement fund shall be the
obligation of the school district. Contributions by the school district to the
retirement fund or any other public pension or retirement fund of which
its employees are members must be remitted to the fund each month. An
amount due and rot transmitted begins to accrue interest at the rate of six
percent compounded annually 15 days after the date due. If the amount
due plus interest is not paid 30 days after interest begins to accrue, a
penalty equal to ten percent of the amount due is added, and interest then
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accrues on the penalty as well as the amount originally due. The retirement
board shall prepare an‘itemized statement of the financial requirements of
the fund payable by the school district, which shall be submitted prior to
September 15. Contributions by the school district shall be made at times
designated by the retirement board. The school district may levy for its
contribution 1o the retirement fund only to the extent permitted pursuant
to section 275.125, subdivision 6a.

The cost of the employer contributions on behalf of elective officers or
other employees of Hennepin county who are covered by the retirement
fund pursuant to section 422A.09, subdivision 3, clause (2), 422A.22,
subdivision 2, or 488A.115, or Laws 1973, chapter 380, section 3, Laws
1975, chapter 402, section 2, or any other applicable law shall be the
obligation of Hennepin county. The retirement board shall prepare an item-
ized statement of the financial requirements of the fund payable by Hen-
nepin county, which shall be submitted prior to September 15. Contributions
by Hennepin county shall be made at times designated by the retirement
board. Hennepin county may levy for its contribution to the retirement
fund.

Sec. 57. Laws 1959, chapter 462, section 3, subdivision 4, as amended
by Laws 1963, chapter 645, section 3, and Laws 1967, chapter 661, section
3, is amended to read:

Subd. 4. Not later than the 45th last day of the last month of each fiscal
year the board shall adopt and cause to be publishied two separate budgets,
an operating budget and a capital budget for the subsequent fiscal year.
The board shall adopt and publish standards governing the content of its
budgets and of its annual report. :

Sec. 58. [HIGH SCHOOL LEAGUE SALARY REPORT]

The commissioner of employee relations shall report by January 15,
1989, to the chairs of the house and senate education committees and to
the governing board of the Minnesota state high school league on the
appropriate salary rate or range for the league director and the director’s
staff as if the positions were to be established in the state classified service.

Sec. 59. [INITIAL APPOINTMENTS TO HIGH SCHOOL LEAGUE
BOARD.]

The governor shall make the initial appointments to the Minnesota state
high school league’s governing board before August 15, 1988. The gov-
erning board shall be fully constituted by August 30, 1988. The governor
must begin the process of appointing four public members under Minnesota
Statutes, section 15.0597, as soon as practicable after the effective date

of this section to ensure that the governor’s initial appointees are appointed
to the board before August 15, 1988.

Sec. 60. [BINDING ARBITRATION FOR SCHOOL DISTRICTS. ]

Notwithstanding Minnesota Statutes, section 179A.16, subdivision 1, if
five years or more have elapsed since the expiration of the last collective
bargaining agreement between a school board and the exclusive repre-
sentative of the teachers, and if no successor agreement has been ratified
by both parties, and if a request for binding interest arbitration is made
by either the school board or the exclusive representative of the teachers,
the director of the bureau of mediation services shall certify the request
for binding interest arbitration within 15 days of the request. For each
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two-year contract term for which there has been no ratified successor
agreement, including the contract term covering the date on which the
request is made, the director shall certify, according to Minnesota Statutes,
section 179A.16, subdivision 3, the matters as to which the parties have
not reached agreement. Notwithstanding Minnesota Statutes, section 179A.16,
subdivision 7, the arbitration panel shall be restricted to selecting berween
the final offer of one party or the other party in its entirety. Unless
otherwise provided in this section, Minnesota Statutes, section 179A.16,
applies to the interest arbitration.

Sec. 61. [LEARNING YEAR PROGRAM SITES.]

Subdivision I. [PROGRAM ESTABLISHED FOR TWO YEARS.] A pro-
gram is established to designate learning year program sites for providing
instruction throughout the entire year. The learning year programs may
begin June 9, 1988, and end June 9, 1990. The programs must permit
students in grades 9 through 12 to receive instruction throughout the entire
year.

Students may participate in the program if they reside in:

{1) a district that has been designated a learning year program site
under subdivision 2;

(2) a district that is a member of the same education district as a program
site; or

(3) a district that participates in the same area learning center program
as a program site.

Subd. 2. [STATE BOARD DESIGNATION.] Up to five districts may be
designated learning year program sites by the state board of education.
To be designated, a district must demonstrate to the commissioner of edu-
cation that the district will:

(1) provide a program of instruction that permits studenis in grades 9
through 12 to receive instruction throughout the entire year; and

(2) maintain a record system that, for purposes of section 12417, permits
identification of membership attributable to students participating in the
program. The purpose for identifying this membership is to ensure that a
district will not be able to increase the total number of pupil units attrib-
utable to an individual student by providing a learning year program. The
commissioner of education shall consult with the director of the education
aids and levies section of the department of education when determining
whether the record system of a participating district is adequate for this
purpose.

Subd. 3. [HOURS OF INSTRUCTION.| Students participating in a pro-
.gram must be able to receive 4,200 hours of instruction so that they are
able to complete the requirements of grades 9 through 12. If a student has
not completed the graduation requirements of the district after completing
4,200 hours of instruction, the student may continue to enroll in courses
needed for graduation until either the student meets the graduation require-
ments or the student is 21 yvears old, whichever occurs first.

For the purposes of Minnesota Statutes, section 120.101, subdivision 5,
1,020 hours of instruction shall constitute 170 days of instruction. Hours
of instruction that occur between June 9 and June 30 shall be attributed
to the fiscal year following the days of actual instruction.
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Subd. 4. [STUDENT PLANNING.] A district must inform all junior and
senior high school students and their parents about the learning year
program. A continual learning plan for the 4,200 hours of education must
be developed for each student with the participation of the student, parent
or guardian, teachers, and other staff. The plan must identify the learning
experiences needed for graduation and must specify the learning experi-
ences that will occur each year. The student or district may modify the
plan according to district schedule changes. The district may not modify
the plan if the modification would result in delaving the student’s time of
graduation.

Subd. 5. [TRANSPORTATION. | Summer transportation expenditures for
this program must be included in nonregular transportation according to
Minnesota Statutes, sections 124 .225, subdivision 8; and 275.125, sub-
division 5c.

Subd. 6. [CONTRACTS.] A district may contract with a licensed employee
to provide services in a learning year program that are in addition to the
services provided according to the master contract of employment for
teachers, entered into under chapter 179A, or an equivalent contract for
licensed employees who are not teachers. These additional services and
compensation, if any, for the services shall not become a part of the
employee’s continuing contract rights under Minnesota Statutes, section
125.12 or 125.17. The duration of a contract is negotiable, but may not
extend beyond June 9, 1990,

Subd. 7. [REVENUE COMPUTATION AND REPORTING.] Aid and
levy revenue computations shall be based on the total number of hours of
education programs for pupils in average daily membership for each fiscal
year. For purposes of section 12417, average daily membership shall be
computed by dividing the total number of hours of participation for the
fiscal year by 1,050, Hours of participation that occur between June 9
and June 30 shall be attributed to the fiscal year following the hours of
actual participation. Thirty hours may be used for teacher workshops,
staff development, or parent-teacher conferences. As part of each pilot
program, the department of education, the commissioner of education, and
each district must report and evaluate the changes needed 1o adjust the
dates of the fiscal year for aid and levy computation and fiscal reporting.
For revenue computation purposes, the learning year program shall gen-
erate revenue based on the formulas for the fiscal year in which the services
are provided.

State aid and levy revenue compuiation for the learning year programs
begins July 1, 1988, for fiscal vear 1989.

Subd. 8. [EXEMPTION.] To operate the pilot program, the state board
of education may exempt the district from specific rules relating to student
and financial accounting, reporting, and revenue computation.

Sec. 62. [HIBBING, TOWER, VIRGINIA, GRAND RAPIDS SCHOOL
DISTRICT BONDS.]

Subdivision 1. [AUTHORIZATION.] Independent school district No. 701,
Hibbing, may issue bonds in an aggregate principal amount not exceeding
$3,500,000, and independent school district No. 708, Tower, may issue
bonds in an aggregate principal amount not exceeding $1,000,000, and
independent school district No. 706, Virginia, may issue bonds in an aggre-
gate principal amount not exceeding $2,500,000, and independent school
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district No. 318, Grand Rapids, may issue bonds in an aggregate principal
amount not exceeding $1,000,000, in addition to any bonds already issued
or authorized, to provide funds to construct, equip, furnish, remodel, reha-
bilitate, and acquire land for school facilities and buildings. They may
spend the proceeds of the bond sale for those purposes and any architects’,
engineers’, and legal fees incidental 10 those purposes or the sale. Except
as permitted by this section, the bonds shall be authorized, issued, sold,
executed, and delivered in the manner provided by Minnesota Statutes,
chapter 475. A resolution of the board levying taxes for the payment of
the bonds and interest on them as authorized by this section and pledging
the proceeds of the levies for the payment of the bonds and interest on
them shall be deemed 1o be in compliance with the provisions of chapter
475 with respect 1o the levying of taxes for their payment.

Subd. 2. [APPROPRIATION.] There is annually appropriated from the
distribution of taconite production tax revenues to the taconite environ-
mental protection fund pursuant to section 298.28, subdivision 11, and to
the northeast Minnesota economic protection trust pursuant {o section
298.28, subdivisions 9 and 11, in equal shares, an amount sufficient to
pay when due 80 percent of the principal and interest on the bonds issued
pursuant to subdivision 1. If the annual distribution to the northeast Min-
nesota economic protection trust is insufficient to pay its share after ful-
filling any obligations of the trust under section 298.225 or 298.293, the
deficiency shall be appropriated from the taconite environmental protection
fund.

Subd. 3. [DISTRICT OBLIGATIONS.] Bonds issued under authority of
this section shall be the general obligations of the school district, for which
its full faith and credit and unlimited taxing powers shall be pledged. If
there are any deficiencies in the amount received pursuant 16 subdivision
2, they shall be made good by general levies, not subject to limit, on all
taxable properties in the district in accordance with Minnesota Statutes,
section 475.74. If any deficiency levies are necessary, the school board
may effect a temporary loan or loans on certificates of indebtedness issued
in anticipation of them to meet payments of principal or interest on the
bonds due or about to become due.

Subd. 4. [DISTRICT LEVY.] The school board shall by resolution levy
on all property in the school district subject to the general ad valorem
school tax levies, and not subject to raxation under Minnesota Statutes,
sections 298.23 to 298.28, a direct annual ad valorem tax for each year
of the term of the bonds in amounts that, if collected in full, will produce
the amounts needed to meet when due 20 percent of the principal and
interest payments on the bonds. A copy of the resolution shall be filed,
and the necessary taxes shall be extended, assessed, collected, and remitted
in accordance with Minnesota Statutes, section 475.61 .

Subd. 5. [LEVY LIMITATIONS.] Tuxes levied pursuant to this section
shall be disregarded in the calculation of any other tax levies or limits on
tax levies provided by other law.

Subd. 6. [BONDING LIMITATIONS.] Bonds may be issued under authoruy
of this section notwithstanding any limitations upon the indebtedness of a
district, and their amounts shall not be included in computing the indebt-
edness of a district for any purpose, including the issuance of subsequent
bonds and the incurring of subsequent indebtedness.

Subd. 7. [TERMINATICN OF APPROPRIATION.] The appropriation
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authorized in subdivision 2 shall terminate upon payment or maturity of
the last of those bonds.

Subd. 8. [LOCAL APPRCOVAL.] This section is effective for independent
school district No. 701 the day after its governing body complies with
Minnesota Statutes, section 645.021, subdivision 3, and for independent
school district No. 708 the day after its governing body complies with
Minnesota Statutes, section 645.021, subdivision 3, and for independent
school district No. 706 the day after its governing body complies with
Minnesota Statutes, section 645.021, subdivision 3, and for independent
school district No. 318 the day after its governing body complies with
Minnesoia Statutes, section 645.021, subdivision 3.

Sec. 63. [SCHOOL DISTRICT NO. 710 BONDS.}

Subdivision 1. [AUTHORIZATION.] Independent school district No. 710,
St. Louis county, may issue bonds in an aggregate principal amount not
exceeding $1,000,000, in addition o any bonds already issued or autho-
rized, to prdw'de Sfunds to construct, equip, furnish, remodel, rehabilitate,
and acquire land for school facilities and buildings. The district may spend
the proceeds of the bond sale for those purposes and any architects’,
engineers’, and legal fees incidental to those purposes or the sale. Excep:
as perm!tted by this section, the bonds shall be authorized, issued, sold,
executed, and delivered in the manner provided by Minnesota Statutes,
chapter 475. A resolution of the board levying taxes for the paymesit of
the bonds and interest on them as authorized by this section and pledging
the proceeds of the levies for the payment of the bonds and interest on
them shall be deemed to be in compliance with the provisions of chapter
475 with respect to the levying of taxes for their payment.

Subd. 2. [APPROPRIATION.] There is annually appropriated from the
distribution of taconite production tax revenues to the taconite environ-
mental protection fund pursuant to section 298.28, subdivision 11, and to
the northeast Minnesota economic protection trust pursuant 1o section
298 .28, subdivisions 9 and 11, in equal shares, an amount sufficient to
pay when due 100 percent of the principal and interest on the bonds issued
pursuant to subdivision 1. If the annual distribution to the northeast Min-
nesota economic protection trust is insufficient to pay its share after ful-
filling any obligations of the trust under section 298.225 or 298.293, the
deficiency shall be appropriated from the taconite environmental protection

fund.

Subd. 3. [DISTRICT OBLIGATIONS.] Bonds issued under authority of
this section shall be the general obligations of the school district, for which
its full faith and credit and unlimited iaxing powers shall be pledged. If
there are any deficiencies in the amount received pursuant to subdivision
2, they shall be made good by general levies, not subject to limit, on all
taxable properties in the district in accordance with Minnesota Statutes,
section 475.74. If any deficiency levies are necessary, the school board
may effect a temporary loan or loans on certificates of indebtedness issued
in agnticipation of them to meet payments of principal or interest on the
bonds due or about to become due.

Subd. 4. [LEVY LIMITATIONS.] Taxes levied pursuant to this section
shall be disregarded in the calculation of any other tax levies or limits on
tax levies provided by other law.

Subd. 5. [BONDING LIMITATIONS.] Bonds may be issued under authority
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of this section notwithstanding any limitations upon the indebtedness of a
district, and their amounts shall not be included in computing the indebt-
edness of a district for any purpose, including the issuance of subsequent
bonds and the incurring of subsequent indebtedness.

Subd. 6. [TERMINATION OF APPROPRIATION.} The appropriation
authorized in subdivision 2 shall terminate upon payment or maturity of
the last of those bonds.

Subd. 7. [LOCAL APPROVAL.] This section is effective for independent
school district No. 710 the day after its governing body complies with
Minnesota Statutes, section 645.021, subdivision 3.

Sec. 64. [ENVIRONMENTAL LEARNING CENTER.]

Notwithstanding any law to the contrary, a county in which a facility
is located that qualifies for a tax credit pursuant to section 298.24, sub-
division 4, is authorized to issue general obligation bonds in a principal
amount up to $1,700,000. The bonds shall be issued pursuant to chapter
475 except the requirements of section 475.58 shall not apply and the
amount of the bonds shall not be counted in computing any net debt lim-
itation imposed by chapter 475, or any other law. The proceeds of the bond
issue may be expended for the purchase of land and construction of facil-
ities for an environmental learning center. The environmental learning
center shall annually make payment in a sum sufficient to repay the annual
principal and interest due on the bonds and reimburse the county for any
costs incurred in the issuance of the bonds; provided that the county and
the environmental learning center may negotiate a payment schedule based
on level periodic payments which, in total, would be sufficient 10 amortize
the principal and interest of the bonds over their entire term and com-
pensate the county for the difference in the timing of the payments and the
actual amortization requirements of the bonds’ repayment schedule. If the
environmental learning center fails to make the payments required, there
is appropriated from the Northeast Minnesota Economic Protection Trust
an amount sufficient to repay any remaining interest and principal due on
the bonds. The amount of any payment from the Northeast Minnesota
Economic Protection Trust is a lien against the property that is purchased
and improved with the proceeds of the bond.

Sec. 65. [REPEALER.]

Minnesota Statutes 1986, section 121 9121, subdivision 7; Minnesota
Statutes 1987 Supplement, sections 123.703, subdivision 3; 129B.74; and
129B.75; and Laws 1984, chapter 463, article 7, section 45, are repealed
effective July I, 1988. Section 60 is repealed July 1, 1989. Section 8,
subdivision 1, and Minnesota Statutes 1987 Supplement, section [23.3515,
are repealed June 30, 1990,

Sec. 66. [EFFECTIVE DATE.]

Sections 1, 2, 3,4, 5,6, 7, 43, 56, 57, and 59 are effective the day
following final enactment.

Section 54 is effective the day following final enactment. A district
specified in section 54 located wholly or partly in Goodhue county may
become a participating district upon adoption of an approving resolution
by its school board and the board of intermediate school district No. 917,
upon compliance with Minnesota Statutes, section 136D.85, and upon
execution of an agreement with the board of intermediate school district



93RD DAY MONDAY, APRIL 25, 1988 8413

No. 917.
Section 8 is effective for the 1989-1990 school year and thereafter.

After December 31, 1993, the provisions of Minnesora Statutes, section
92.67, subdivisions 1 and 3, apply only to sales made under section 6,
subdivision 4, clause (a)(3).

ARTICLE 8§
EDUCATION FACILITIES
Section 1. [121.148] [SCHOOL DISTRICT CONSTRUCTION.]

Subdivision 1. {POSITIVE REVIEW AND COMMENT)] If the com-
missioner submits a positive review and comment for a proposal according
to section 121.15, the school board may proceed with the construction
according to the requirements of applicable laws,

Subd. 2. INEGATIVE REVIEW AND COMMENT.] If the commissioner
submits a negative review and comment for a proposal according to section
121,15, the school board, by resolution of the board, shall reconsider
construction. If, upon reconsideration, the school board decides to proceed
with construction, it may initiate proceedings for issuing bonds to finance
construction under sections 475.51 10 475.76. Unless 60 percent of the
voters at the election approve of issuing the obligations, the board is not
authorized to issue the obligations.

Sec. 2. Minnesota Statutes 1986, section 121.15, is amended to read:

121.15 [REVIEW AND COMMENT FOR SCHOOL DISTRICT
CONSTRUCTION. ]

Subdivision I. [CONSULTATION.] A school district shall consult with
the department commissioner of education before developing any plans and
specifications to construct, remodel, or improve the building or site of an
educational facility, other than an area vocational technical institute, for
which the estimated cost exceeds $100,000. This consultation shall occur
before a referendum for bonds, solicitation for bids, or use of capital funds
expenditure facilities revenue according 1o section 275425; subdivision
Ha; elause (e); is initiated section 4, subdivision 6, clause (2).

Subd. 2. [PLAN SUBMITTAL.] The department of education comnmris-
sioner, after the consultation required in subdivision 1, may require a school

dlstrlcteﬂgagingmaeeﬂs&uemmmeéem—efmwmpm%menfpfejeet
to submit the following for approval:

(a) two sets of preliminary plans for each new building or addition, and

(b) one set of final plans for each construction, remodeling, or site
improvement project. The department of education conmissioner shall approve
or disapprove the plans within 60 days after submission. A sehoel district
shall net award contracts before the department approves the plans-

Final plans shall meet afl applicable state laws, rules, and codes con-
cerning public buildings, including sections 16B.59 to 16B.73. The depast-
ment of educations approval shall be imited to complinnee with applicable

The department may furnish to a school district plans and specifications
for temporary schoo! buildings containing two classrooms or less.
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Subd. 3. [FINAL PLANS.] If ne a construction contract has not been
awarded within two years of approval, the approval shall ae lenger not be
valid. After approval, final plans and the approval shall be filed with the

commissioner of education. If substantial changes are made to
approved plans aetter final apprevatl, documents reflecting the changes shall
be submitted to the department of edueation commissioner for approval.
Upon completing a project, the school board shall certify to the deparstment
commissioner that the project was completed according to the approved
plans.

Subd. 4. [CONDEMNATION OF SCHOOL BUILDINGS.] The depart-
ment of edueation commissioner may condemn school buildings and sites
which that the state board of education determines are unfit or unsafe for
that use.

Subd. 5. [RULEMAKING.] The state board of education may adopt
rules for public school buildings.

Subd. 6. [REVIEW AND COMMENT.] No referendum for bonds or
solicitation of bids for new construction, expansion, or remodeling of an
educational facility whiek that requires a eapital an expenditure in excess
of $400,000 per school site shall be initiated prior to review and comment
by the commissioner. A school board shall not separate portions of a single
project into components to avoid the requirements of this subdivision.

Subd. 7. [INFORMATION REQUIRED.] A school board proposing to
construct a facility described in subdivision 6 shatl submit to the com-
missioner a proposal containing information including at least the following:

{a) the geographic area proposed to be served, whether within or outside
the boundaries of the school district;

(b) the population people proposed to be served, including census find-
ings and projections for the next ten years of the number of preschool and
school-aged people in the area;

(c) the reasonably anticipated need for the facility or service to be provided;

(d) a description of the construction in reasonable detail, including: the
eapital expenditures contemplated; the estimated annual operating cost,
including the anticipated salary and number of new staff necessitated by
the proposal; and an evaluation of the energy efficiency and effectiveness
of the construction, including estimated annual energy costs;

() so far as is known; a description of existing facilities within the area
to be served that effer the same of simitlar service and within school districts
adjacent to the area to be served; the extent to which existing facilities or
services are used; the extent to which alternate space is available frem
other sourees, including other school districts, post-secondary institutions
for higher education, or other public buildings; and the anticipated effect
that the prepesal facility will have on existing facilities and services;

(f) the anticipated benefit of the facility to the area that will result from
the faetlity!

(g) if known, the relationship of the proposed construction to any prior-
ities whieh that have been established for the area to be served,

(h) the availability and manner of financing the facility and the esttmated
date to begin and complete the facility; and
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(1) desegregation requirements that cannot be met by any other reasonable
means, and

{Jj) the relationship of the proposed facility to the cooperative integrated
learning needs of the area.

Subd. 8. [REVIEW OF PROPOSALS.] In reviewing each proposal, the
commissioner shall submit to the school board, within 60 days of receiving
the proposal, the review and comment about the educational and economic
advisability of the project. The review and comment shall be based on
information submitted with the proposal and other information the com-
missioner determines is necessary. [f the commiissioner submits a negative
review and comment for a portion of a proposal, the review and comment
shall clearly specify which portion of the proposal received a negative
review and comment and which portion of the proposal received a positive
review and comment.

Subd. 9. [PUBLICATION.] At.least 20 days but not more than 60 days
before a referendum for bonds or solicitation of bids to construct a facility
described in subdivision 6, the school board shall publish the commis-
sioner’s review and comment in & the legal newspaper of general eirewlation
in the area the district. Supplementary information shall be available to
the public.

Subd. 10. [REPORT.] Before January 15 of each year, the commissioner
shall report to the legislature about the number and nature of proposals for
projects submitted according to this section, the nature of the review and
comment on the educational and economic advisability of the project, and
any recommendations.

_ Sec. 3. Minnesota Statutes 1987 Supplement, section 121.912, subdi-
vision 1, is amended to read:

Subdivision 1. [LIMITATIONS.] Except as provided in this subdivision,
sections 121.9121, 123.36, 4, 475.61, and 475.65, a school district may
not permanently transfer money from (1) an operating fund to a nonoper-
ating fund; (2) a nonoperating fund to another nonoperating fund; or (3)
a nonoperating fund to an operating fund. Permanent transfers may be made
from any fund to any other fund to correct for prior fiscal years’ errors
discovered after the books have been closed for that year. Permanent trans-
fers may be made from the general fund to any other operating funds if
the resources of the other fund are not adequate to finance approved expen-
ditures from that other fund. Permanent transfers may also be made from
the general fund to eliminate deficits in another fund when that other fund
is being discontinved. When a district discontinues operation of a district-
owned bus fleet or a substantial portion of a fleet, permanent transfers may
be made from the fund balance account entitled “pupil transportation fund
appropriated for bus purchases” to the capital expenditure fund, with the
approval of the commissioner. The levy authorized pursuant to section

Hs 4, shall be reduced by an amount equal to the
amount transferred. Any school district may transfer any amount from the
unappropriated fund balance account in its transportation fund to any other
operating fund or to the appropriated fund balance account for bus purchases
in its transportation fund.

Sec. 4. [124.243] [CAPITAL EXPENDITURE,; FACILITIES.]

Subdivision 1. A school board shall, by resolution adopted by a two-
thirds vote of its governing body and after notice and hearing, adopt a
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capital expenditure facilities program. The district shall publish notice of
the hearing in its official newspaper at least 20 days before the hearing.
The program shall include plans for repair and restoration of existing
district-owned facilities and plans for new construction. The program shall
include specific provisions to correct any existing health and safety haz-
ards. The program must set forth the facilities to be improved, a schedule
of work not more than five years from the adoption or amendment of the
program, the estimated cost of the improvements to be made, and the
proposed methods of financing the program. The program must be reviewed
by the district biennially before July 1 of each odd-numbered year, after
notice and hearing. After the review, the program may be amended to
include the ensuing five-year period.

Subd. 2. [CAPITAL EXPENDITURE FACILITIES REVENUE. ] Capital
expenditure facilities revenue for a district equals the lesser of:

(1) $137 times its actual pupil units for the school year; or

(2) the difference between 3400 times the actual pupil units for the school
year and the unreserved balance in the capital expenditure facilities account
on June 30 of the second prior school year, For the purpose of determining
revenue for the 1989-1990 and the 1990-1991 school years, the unreserved
balance in the capital expenditure facilities account on June 30 of the
second prior school year is zero.

Subd. 3. [CAPITAL EXPENDITURE FACILITIES LEVY.] To obtain
capital expenditure facilities revenue, a district may levy an amount not
to exceed the capital expenditure facilities revenue determined in subdi-
vision 2 multiplied by the lesser of one, or the ratio of:

(1) the quotient derived by dividing the adjusted assessed valuation of
the district for the year preceding the year the levy is certified by the
actual pupil units in the district for the school year to which the levy is
attributable, to

(2) 75 percent of the equahzmg Jactor for the school year to which the
levy is attributable.

Subd. 4. [ALTERNATE LEVY.} If a district’s capital expenditure facil-
ities revenue is less than $137 times the actual pupil units for the school
year, the levy shall be the following amount:

(1) the levy determined in subdivision 3, times

(2) the ratio of the capital expenditure facilities revenue to an amount
equal to $137 times the actual pupil units.

Subd. 5. [CAPITAL EXPENDITURE FACILITIES AID.] A district’s
capital expenditure facilities aid is the difference between the capital expen-
diture facilities revenue and the capital expenditure facilities levy. If the
district does not levy the entire amount permitted, the aid is reduced in
proportion to the actual amount levied. Capital expenditure facilities aid
must not be reduced as a result of the reduction in capital expendtture
Jacilities levy under section 3.

Subd. 6. [USES OF REVENUE.] Capital expenditure facilities revenue
may be used only for the following purposes:

(1) to acquire land for school purposes;
(2) to acquire or construct buildings for school purposes, if approved
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by the commissioner of education according to applicable statutes and
rules;

(3) to rent or lease buildings, including the costs of building repair or
improvement that are part of a lease agreement;

(4} to equip, reequip, improve, and repair school sites, bmldmgs, and
permanent attached fixtures;

{3) for a surplus school building that is used substantially for a public
nonschool purpose;

(6) to eliminate barriers or increase access to school buildings by hand-
icapped individuals;

(7) to bring school buildings into compliance with the uniform fire code
adopted according to chapter 299F;

(8) to remove asbestos from school buildings, encapsulate asbestos, or
make asbestos-related repairs,

(9) to clean up and dzspase of polychlorinated biphenyls found in school
buildings;

(10) to clean up, remove, dispose of and make repairs related to storing
heating fuel or transportation fuels such as alcohol, gasoline, fuel oil, and
special fuel, as defined in section 296.01;

(11) for energy audits for school buildings and to modify buildings if
the audit indicates the cost of the modification can be recovered within
ten years;

(12) to improve buildings that are leased accordmg to section 123 .36,
subdivision 10;

(13) to pay special assessments levied against school property but not
to pay assessments for service charges;

(14) to pay principal and interest on state loans for energy conservation
according to section 116137 or loans made under the northeast Minnesota
economic protection trust fund act according to sections 298.292 to 298.298;
and

(15) to purchase or lease interactive telecommunications equipment.

Subd. 7. [SEPARATE ACCOUNT.} Capital expenditure facilities revenue
must be placed in a separate account within the capital expenditure fund.

Subd. 8. [FUND TRANSFERS.] Money in the account for capital expen-
diture facilities revenue must not be transferred into any other account or
fund, except that the school board may, by resolution, transfer money into
the debt redemption fund to pay the amounts needed to meet, when due,
principal and interest payments on certain obligations issued according
to chaprer 475.

Subd. 9. [FUND ALLOCATION.] Capital expenditure facilities revenue
may be allocated to the capital expenditure fund or the debt redemption
Sund. Each year a district shall notify the deparitment abour the amount
of the capital expenditure facilities revenue to be allocated to each fund.
The department shall calculate the aid and levy for each fund and reduce
the debt service levy of the district by the amount of the levy allocated to
the debt redemption fund.
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Subd. 10. [INTEREST INCOME.] All interest income attributable to
the capital expenditure facilities revenue account must be credited to the
account.

Sec. 5. Minnesota Statutes 1987 Supplement, section 124.244, is amended
to read:

124.244 [CAPITAL EXPENDITURE EQUIPMENT REVENUE.]

Subdivision 1. [REVENUE AMOUNT.] The capital expenditure equip-
ment revenue for each district equals $153 370 times its actual pupil units
counted according to section 124.17, subdivision 1, for the school year.

Subd. 2. [CAPITAL EXPENDITURE EQUIPMENT LEVY.] To obtain
capital expenditure equipment revenue, a district may levy an amount not
to exceed three mills times the adjusted assessed valuation of the distriet
for the preceding year the disirict’s capital expenditure equipment revenue
as determined in subdivision 1 multiplied by the lesser of one, or the ratio

- of:

(1) the quotient derived by dividing the adjusted assessed valuation of
the district for the year preceding the year the levy is certified by the
actual pupil units in the district for the school year to which the levy is
attributable, to

{2) 75 percent of the equalizing factor for the school year to which the
levy is attributable.

Subd. 3. [CAPITAL EXPENDITURE EQUIPMENT AID.] A district’s
capital expenditure equipment aid is the difference between the capital
expenditure equipment revenue and the capital expenditure equipment levy.
If a district does not levy the entire amount permitted, capital expenditure
equipment aid must be reduced in proportion to the actual amount levied.
Capital expenditure equipment aid must not be reduced as a result of a
reduction of its capital expenditure equipment levy under section 6.

Subd. 4. [USES OF REVENUE. ] Capital expenditure equipment revenue
may be used only for the following purposes:

(1) to acquire land for school purposes;

() to aequire or construct buildings for school purpeses; if approved
by the commissioner of edueation according to apphieable statutes and rales;

{2) to rent of lease buildings for school purposes;

5) to eliminate batriers or inerease aceess 1o school buildings by hand-
. | individusls: _ -
adopted according to chapter 200F;

B to remove asbestos from sehool buildings; encapsulate ashestos; of

fS}'teeieaﬂuﬁaﬂddiepese#pdyehbﬁmatedbipheﬂﬁsieunéhsehee%
buildings:

3

9} to clean up; remeve; dispese of; and make repairs related to storing
heating fuel or transportation fuels such as aleohol; gaselines fuel oil; and
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0) for enerey eudits for school buldings and to meke modifications

4D to impreve buildings that are leased aneecording to seetion 123-36;

(12) to pay speeial assessments levied against school property but net
te pay assessments for serviee : )

€3y to pay capital expenditure equipment related assessments of an

cooperative serviee unit any entity formed under a cooperative
agreement between two or more districts;

H4) to pay prineipal and interest on state loans for energy conservation
according to section 116537 or loans made under the northeast Minnesota
economie protection trust fund act according to sections 208292 to 208-298;

15} (2) to purchase or lease computers and related materials, copying

machines, ard telecommunications equipment, and other noninstructional
equipment,

(63 (3) to purchase or lease equipment for secondary vocational edu-
cation programs of sepior secondary industrial arts instructional programs;
and

{7 (4) to purchase textbooks;
{5) to purchase library books; and

{6) to purchase vehicles except those for which a levy is authorized under
section 275.125, subdivision 5f.

Sec. 6. [124.2445] [PURCHASE OF CERTAIN EQUIPMENT)]

The board of a school district may issue certificates of indebtedness or
capital notes subject to the school district debt limits to purchase vehicles
other than school buses, computers, telephone systems, cable equipment,
photocopy and office equipment, technological equipment for instruction,
and other capital equipment having an expected useful life at least as long
as the terms of the certificates or notes. The certificates or notes must be
payable in not more than five years and must be issued on the terms and
in the manner determined by the board. A tax levy must be made for the
payment of the principal and interest on the certificates or notes, in accor-
dance with section 475.61, as in the case of bonds. That tax levy for each
year must not exceed the amount of the district’s capital expenditure equip-
ment levy under section 124.244 for the year the initial debt service levies
are certified. The district’s capital expenditure levy under section 124 244
for each year must be reduced by the amount of the tax levies for debt
service certified for each year for payment of the principal and interest
on the certificates or notes as required by section 475.61.

Sec. 7. Minnesota Statutes 1986, section 124.43, subdivision 1, is amended
to read:

Subdivision 1. [REVIEW BY COMMISSIONER.] (a) Te the extent sron—
eys are from time to time aveilable hereunder; The commissioner may,
after review and a favorable recommendation by the state board of edu-
cation, recommend to the legislature capital loans to school districts. Pro-
ceeds of the loans shall be used only for sites for school buildings and for
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acquiring, bettering, furnishing, or equipping school buildings under con-
tracts to be entered into within 12 months from and after the date on which
each loan is granted. Appheations with the accompanying dute specified
in subdivision 2 shall be filed between Oecteber 1 of any year and the

feHewing June -

(b) Any school board which that intends to submit an application for a
capital loan shall submit a proposal to the commissioner for review and
comment pursuant to section 121.15 by September 1 of any year, and the
commissioner shall prepare a review and comment on the proposed facility,
regardless of the amount of the capital expenditure required to construct
the facility. The state board shall not make a favorable recommendation on
an application for a capital loan for any facility unless:

(1) the facility receives a faverable positive review and comment pursuant
to section 121.15; and

{(2) the state board determines that

(A) the facilities are needed to replace facilities dangerous to the health
and safety of pupils, or to provide for pupils for whom no adequate facilities
exist; N

(B) the facilities couid not be made avaiiable through dissolution and
attachment of the district to another district or through pairing, interdistrict
cooperation, or consolidation with another district, or through the purchase
or lease of facilities from existing institutions within the area. The pref-
erence of the school district regarding reorganization shall not be a criterion
used by the state board in determining whether the facilities could be made
available through reorganization;

(C) the facilities are comparable in size and quality to facilities recently
constructed in other districts of similar enrollment; and

(D) the district’s need for the facilities is comparable 10 needs whieh that
comparable districts are meeting through local bond issues.

The state board may recommend that the loan be approved in a reduced
amount in order to meet the foregoing criteria. If the state board recom-
mends that a loan not be approved, the commissioner shall not recommend
approval of the loan. If the state board recommends that the loan be approved
in a reduced amount, the commissioner shall not recommend approval of
a loan larger than that recommended by the state board.

(c) As part of reviewing an application for a capital loan, the commis-
sioner of education shall prepare estimated yearly repayments by the school
district and the estimated amount of principal and interest that may be
forgiven after the term of the loan. These estimates shall assume no growth
in assessed valuation over the term of the loan, shall assume a 46 mil levy
equal to 16 mills times the adjusted assessed value, and shall be prepared
using a methodology approved by the commissioner of finance. The com-
missioner of education shall use a discount factor provided by the com-
missioner of finance in determining the present value of the estimated
amount of interest and principal which may be forgiven after the term of
the loan.

{d) No loan shall be recommended for approval for any district exceeding
an amount computed as follows:

(1) The amount veted requested by the district under subdivision 2;
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(2) Plus the aggregate principal amount of general obligation bonds of
the district outstanding on the date of appreval June 30 of the year following
the year the application was received, not exceeding the limitation on net
debt of the district in section 475.53, subdivision 4, or 24 percent of the
adjusted assessed value, whichever is less;

(3) Less the maximum net debt permissible for the district en the date
_ on December 1 of the year the application is received, under

the limitation in section 475.53, subdivision 4, or 24 percent of the mos:
recent adjusted assessed value available at the time of application, which-
ever is less; and '

(4) Less any amount by which the amount voted exceeds the total cost
of the facilities for which the loan is granted, as estimated in accordance
with subdivision 4, provided that the loan may be approved in an amount
computed as provided in clauses (1) to (3), subject to subsequent reduction
in accordance with this clauvse.

Sec. 8. Minnesota Statutes 1986, section 124.43, subdivision 2, is amended
to read:

Subd. 2. [DISTRICT PROCEDURES.] The school board of any district
desiring a capital loan shall adopt a resolution stating the amount proposed
to be borrowed, the purpose for which the debt is to be incurred, and an
estimate of the dates when the facilities for which the loan is requested
will be contracted for and completed. The question of authorizing the
borrowing of funds for the facilities shall be submitted to the voters of the
distriet at a regular or special election: The question submitted shall state
the total amount to be borowed from all sources: A majerity of these
voting on the question shall be sufficient to authorize the distriet to effeet
the state loan applieation and also to issue the bonds on publie sale in
accordance with ehapter 445 Applications for loans shall be accompanied
by (a) a copy of the resolution, and (b) a eertificate by the clerk showing
the vote at the election; &) a certificate by the clerk and treasurer showing
the then outstanding indebtedness of the district; and (4} a eertifieate by
the eounty auditor of each county in which & portion of the distriet hes
to be used in computing the debt Himit of the district under seetion 475-53;
subdivisien 4. The clerk’s and treasurer’s certificate shall show, as to each
outstanding bond issue, the amount originally issued, the purpose for which
issued, the date of issue, the amount remaining unpaid as of the date of
the resolution, and the interest rates and due dates and amounts of principal
thereon. Applications shall be in the form and accompanied by the addi-
tional data which the commissioner and state board of education prescribe.
'Applications must be received by the commissioner by December I of any
year. When an application is received, the commissioner shail obtain from
the commissiener of revenue, and from the public utilities commission
when required, the information in their official records which is required
to be used in computing the debt limit of the district under section 475.53,
subdivision 4.

Sec. 9. Minnesota Statutes 1986, section 124.43, subdivision 3, is amended
to read:

Subd. 3. [AWARD OF LOANS RECOMMENDATIONS OF THE COM-
MISSIONER.] The commissioner shall examine and consider all applica-
tions for capital loans which have been recommended by the state board
of education, and i eny applicant distriet is prompily notify any district
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found not qualified it shall be promptly netified thereof by the state board
of the state board’s decision. The commissioner shall make recommenda-
tions concerning each capital loan to the education commitiees of both
houses of the legislature by February 1 of each vear. The commissioner
shall also report on the funds remaining in the capital loan account, and
if necessary, request that another bond issue be authorized. On Japvary 1
and July 1 of each year; the commissioner shall make « determination on
el perding applieations which have been on file with the commissioner
more than one month- If an appleant is qualified in the epinion of the
cOmMmIsSIORer and the aggregate of the amounts applied for does pot exceed
the amount axatlable er which ean be made availeble in the eapital loan
account; all loans so applied for shall be granted; subjeet to secepiance
by the respeetive distriets as speetfied below- H the agorepate exceeds the
amount which i5 of can be made available; the commissioner shall allet

the availeble amount ameng the q&ah-ﬁed applieant distriets; or any of
&hem— aeeefd-lﬂg to the commissioner’s fudgment and discretion based upon
their respeetive needs: The commissioner shall promptly certify to each
quahﬁed&ppheamdﬁmeuhemeu%#&ny—e{fhee&pﬂalmgmmd
to H subject to adjustment under subdivision 15 elause (-

Sec. 10. Minnesota Statutes 1986, section 124.43, is amended by adding
a subdivision to read:

Subd. 3a. [LEGISLATIVE ACTION.] Each capital loan must be approved
in law

-~ If the aggregate amount of the capital loans exceeds the amount that is
or can be made available, the commissioner shall allot the available amount
among any number of qualified applicant districts, according to the com-
missioner’s judgment and discretion, based upon the districts’ respective
needs.

Sec, 11. Minnesota Statutes 1986, section 124.43, is amended by adding
a subdivision to read:

Subd. 3b. [DISTRICT REFERENDUM.] Upon receipt of the review and
comment on the project, the question authorizing the borrowing of funds
for the facilities must be submitted by the school board to the vorers of
the district at a regular or special election. The question submitted shall
state the total amount to be borrowed from all sources. Approval of a
majority of those voting on the question is sufficient to authorize the
issuance of the obligations on public sale in accordance with chapter 475.
However, no capital loan is available to the district until the capital loan
is approved in law and the question is approved by a majority of the voters
of the district at a regular or special election. The district shall mail 1o
the commissioner of education a cernfrcate by the clerk showing the vote
at the election.

Sec. 12, [124.477] [BOND ISSUE; MAXIMUM EFFORT SCHOOL
LOANS; 1988.]

To provide money to be loaned to school districts as agencies and polit-
ical subdivisions of the state to acquire and to better public land and
buildings and other public improvements of a capital nature, in the manner

' provided by the maximum effort school aid law, the commissioner of finance
shall issue and sell school loan bonds of the state of Minnesota in the
maximum amount of 320,000,000, in addition to the bonds already autho-
rized for this purpose. The same amount is appropriated to the maximum
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effort school loan fund and must be spent under the direction of the com-
ntissioner of education 1o make debt service loans and capital loans to
school districts as provided in sections 124.36 to 124 .47. The bonds must
be issued and sold and provision for their payment must be made according
to section 124 .46. Enough money to pay interest on the bonds to and
including July I in the second year after the date of issue must be credited
Jfrom the bond proceeds to the school loan bond account in the state bond
fund. Expenses incidental to the sale, printing, execution, and delivery of
the bonds, including, bur without limitation, actual and necessary travel
and subsistence expenses of state officers and employees for those pur-
poses, must be paid from the maximum effort school loan fund, and the
money necessary for the expenses is appropriated from that fund.

Sec. 13. Minnesota Statutes 1987 Supplement, section 124.494, sub-
division 4, is amended to read:

Subd. 4. [AWARD OF GRANTS.] The commissioner shall examine and
consider all applications for grants, and if any joint powers district is found
not qualified, the commissioner shall promptly notify that joint powers
board. On Janwary + and July 1 of each year 1988, the commissioner shall
make & determination on all peading apphc—aﬂeﬂs that awards to no more
than two qualified applicants whose applications have been on file with
the commissioner more than one month. K the applicants are determined
to be gqualified by the commissioner and the total ameunt of the grants
apphied for dees not exceed the amount avaable or that can be made
available in the ineentive grant account; all grants so apphied for shall be

s A grant award is subject to verification by the joint powers
districts as specified in subdivision 6. If the total amount of the approved
applications exceeds the amount that is or can be made available, the
commissioner shall allot the available amount ameng equally between the
qualified approved applicant districts; aecerding to the commissioners
i and discretion based upen their fespeetwe needs. The commis-
sioner shall promptly certify to each qualified joint powers district the
amount, if any, of the grant awarded to it.

Sec. 14, Minnesota Statutes 1987 Supplement, section 124. 494 sub-
division 5, is amended to read:

Subd. 5. [REFERENDUM; BOND ISSUE.] Within 90 days after being
awarded a grant under subdivision 4, the joint powers board shall submat
the question of authorizing the borrowing of funds for the secondary facility
to the voters of the joint powers district at a special election, which may
be held in conjunction with the annual election of the school board members
of the member districts. The question submitted shall state the total amount
of funding needed from all sources. A majority of these voting in the
affirmative on the question is sufficient to authorize the joint powers board
to accept the grant and to issue the bonds on public sale in accordance
with chapter 475. The clerk of the joint powers board must certify the vote
of the bond election to the commissioner of education. If the bends are
authorized question is approved by the voters, the commissioner shall notify
theeeﬂﬂfy&ud&efefeaeheeuﬁymwmehfhejem{peweﬁdﬁmeﬁﬁ
lecated approved applicant districts that the grant amount certified under
subdivision 4 is available and appropriated for payment of prineipal and
interest on the bends issued under this subdivisions and the auditer shall
reduce the joint powers distriet’s debt service levies aceordingly under this
subdivision. 1f a majority of those voting on the guestion do not vote in
the affirmative, the grant must be canceled.
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Sec. 15. Minnesota Statutes 1987 Supplement, section 124.494, sub-
division 6, is amended to read: -

Subd. 6. [CONTRACT.] Each grant must be evidenced by a contract
between the joint powers board and the state acting through the commis-
sioner. & The contract obligates the state to pay to the joint powers board
an amount computed according to subdivision 4, upen reeeipt by the eom-
missioner of a certitied resolution of the joint powers beard verifying that
contracts have been entered into for construetion of remoedeling of the
distriet have been issued and sold in the ameunt necessary to pay all project
costs i excess of the amount of the grant; and estimating the cests and
according 1o a schedule, and terms and conditions acceptable to the com-
missioner of finance.

Sec. 16. [124.4945] [LEVY FOR SEVERANCE PAY.]

A joint powers board established under section 124.494 may make a
levy to provide severance pay and early retirement incentives under section
125.611, for any teacher as defined under section 125.12, subdivision 1,
who is placed on unrequested leave as a result of the cooperative secondary
facility agreement. A joint powers board making a levy shall certify to
each participating district tax levies sufficient to raise the amount nec-
essary to provide the disirict’s portion of severance pay and early retire-
ment incentives. The tax levy certified to each district must be expressed
as a mill rate, that, when applied to the adjusted assessed valuation of all
of the participating districts raises the amount necessary to provide sev-
erance pay and early retirement incentives. Each participating school
district shall include the levy in the next tax roll which it shall certify to
the county auditor, and shall remit the collections of the levy to the joint
powers board.

Sec. 17. Minnesota Statutes 1987 Supplement, section 124.495, is amended
to read:

124.495 [STATE BOND AUTHORIZATION.]

To provide money for the cooperative secondary facilities grant program,
the commissioner of finance, upon the request of the commissioner of
education, shall issue and sell bonds of the state up to the amount of
$8,000-000 $16,000,000 in the manner, upon the terms and with the effect
prescribed by sections 16A.631 to 16A.675 and the Minnesota Constitu-
tion, article XI, sections 4 to 7.

Sec. 18. [124.82] [BUILDING CONSTRUCTION DOWN PAYMENT
PROGRAM.]

Subdivision 1. [CREATION OF A DOWN PAYMENT ACCOUNT,] A
school district may create a down payment account as a separate account
in its construction fund. All proceeds from the down payment levy must
be deposited in the capital expenditure fund and transferred to this account.
Interest income attributable to the down payment account must be credited
to the account.

Subd. 2. {USES OF THE ACCOUNT.} Money in the down payment
account must be used as a down payment for the fuiure costs of acquisition
and betterment for a project that has been reviewed under section 12115
and has been approved according to subdivision 3.

Subd. 3. [FACILITIES DOWN PAYMENT LEVY REFERENDUM.] A
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district may levy the millage approved by a majority of the electors voting
on the question to provide funds for a down payment for an approved
project. The election must take place no more than five years before the
estimated date of commencement of the project. The referendum must be
keld on a date set by the school board. A referendum for a project not
receiving a positive review and comment by the commissioner under section
121.15 must be approved by at least 60 percent of the voters at the election.
The referendum may be called by the school board and may be held:

(1) separately, before an election for the issuance of obligations for the
project under chapter 475; or

(2) in conjunction with an election for the issuance of obligations for
the project under chapter 475; or

(3) norwithstanding section 475.59, as a conjunctive question aitho-
rizing both the down payment levy and the issuance of obligations for the
project under chapter 475. Any obligations authorized for a project may
be issued within five yvears of the date of the election.

The ballot must provide a general description of the proposed project,
state the estimated total cost of the project, state whether the project has
received a positive or negative review and comment from the commissioner
of education, state the maximum amount of the down payment levy in mills,
state the amount that will be raised by that millage in the first year it is
to be levied, and state the maximum number of vears that the levy autho-
rization will apply.

The ballot must contain a textual portion with the information required
in this section and a question stating substantially the following:

“Shall the down payment levy proposed by the board of ... . . . . .
School DistrictNo. . . . . . .. be approved?”

If approved, the amount provided by the approved millage applied to each
vear’s taxable valuation may be certified for the number of years approved.

In the event a conjunctive question proposes to authorize both the down
payment levy and the issuance of obligations for the project, appropriate
language authorizing the issuance of obligations must also be included in
the question.

The district must notify the commissioner of education of the results of
the referendum.

Subd. 4. [EXCESS BUILDING CONSTRUCTION FUND LEVY PRO-
CEEDS.] Any funds remaining in the down payment account that are not
applied 1o the payment of the costs of the approved project before its final
completion must be transferred to the district’s debt redemption fund.

Sec. 19. [124.83] [CAPITAL EXPENDITURE; HEALTH AND SAFETY]

Subdivision 1. [HEALTH AND SAFETY PROGRAM.] To receive health
and safety revenue a district must submit to the commissioner of education
an application for aid and levy by August 15 in the previous school year. The
application may be for hazardous subsiance removal, fire code compliance,
or life safety repairs. The application must include a health and safety pro-
gram adopted by the school district board. The program must include the
estimated cost of the program by fiscal year.

Subd. 2. [CONTENTS OF PROGRAM.] A district may adopt a health
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and safety program. The program may include plans for hazardous sub-
stance removal, fire code compliance, or life safety repairs.

A hazardous substance plan must contain provisions for the removal or
encapsulation of asbestos from school buildings or property, asbestos-related
repairs, cleanup and disposal of polychlorinated biphenyls found in school
buildings or property, and cleanup, removal, disposal, and repairs related
to storing heating fuel or transportation fuels such as alcohol, gasoline,
fuel, oil, and special fuel, as defined in section 296.01 . If a district has already
developed a plan for the removal or encapsulation of asbestos, a new plan
is not necessary for purposes of this section.

A fire safety plan must contain a description of the current fire code vio-
lation, a plan for the removal or repair of the fire hazard, and a description
of safety preparation and awareness procedures to be followed until the hazard
is fully corrected.

A life safety plan must contain a description of the life safety hazard and
a plan for its removal or repair.

Subd. 3. {HEALTH AND SAFETY REVENUE.] A district’s health and
safety revenue equals the approved cost of the health and safety program for
the school year to which the levy is attributable, minus the unexpended por-
tion of levies certified by the districtin earlier years under section 275 125,
subdivision 11c.

Subd. 4. [HEALTH AND SAFETY LEVY.] To receive health and safety
revenue, a district may levy an amount equal to the district’s health and safety
revenue as defined in subdivision 3 multiplied by the lessor of one, or the
ratio of: :

(1) the quotient derived by dividing the adjusted assessed valuation of the
district for the year preceding the vear the levy is certified by the actual
pupil units in the district for the school year to which the levy is attribus-
able, to

(2) 75 percent of the equalizing factor for the school year to which the
levy is attributable.

Subd. 5. [HEALTH AND SAFETY AID.] A district’s health and safety
aid is the difference between its health and safety revenue and its health and
safety levy. If a district does not levy the entire amount permitted, health
and safery aid must be reduced in proportion to the actual amount levied.

Subd. 6. [USES OF HEALTH AND SAFETY REVENUE.] Health and
safety revenue may be used only for expenditures necessary to correct fire
safery hazards, life safety hazards, or for the removal or encapsulation of
asbestos from school buildings or property, asbestos-related repairs, cleanup
and disposal of polychlorinated biphenyls found in schoo! buildings or
property, or the cleanup, removal, disposal, and repairs related to storing
heating fuel or transportation fuels such as alcohol, gasoline, fuel oil, and
special fuel, as defined in section 296.01.

Subd. 7. [PRORATION.] In the event that the health and safety aid avail-
able for any year is prorated, a district having its aid prorated may levy an
additional amount equal to the amount not paid by the state due to proration.

Sec. 20. Minnesota Statutes 1986, section 275.125, is amended by add-
ing a subdivision to read:

Subd. 4a. [DOWN PAYMENT LEVY.] A school district may levy the
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amount authorized for a down payment levy according to section 18,

Sec. 21. Minnesota Statutes 1986, section 275.125, is amended by add-
ing a subdivision to read:

Subd. l11e. [EXTRA CAPITAL EXPENDITURE LEVY FOR LEASING
BUILDINGS.] When a district finds it economically advantageous to rent
or lease a building for a secondary vocational cooperative program and it
determines that the capital expenditure facilities revenues authorized under
section 4 are insufficient for this purpose, it may apply to the commissioner
for permission 1o make an additional capital expenditure levy for this pur-
pose. An application for permission to levy under this subdivision must con-
tain financial justification for the proposed levy, the terms and conditions
of the proposed lease, and a description of the space to be leased and its
proposed use. The criteria for approval of applications to levy under this
subdivision must include: the reasonableness of the price, the appropriate-
ness of the space to the proposed activity, the feasibility of transporting pupils
to the leased building, conformity of the lease to the laws and rules of the
state of Minnesota, and the appropriateness of the proposed lease to the space
needs and the financial condition of the district. The commissioner must not
authorize a levy under this subdivision in an amount greater than the cost to
the district of renting or leasing a building for approved purposes. The pro-
ceeds of this levy must not be used for leasing or renting a facility owned by
a district or for custodial or other maintenance services.

Sec. 22. Laws 1987, chapter 400, section 59, is amended to read:
Sec. 59. [REPEALER.] '
Sections 33 to 38 36 are repealed June 30, 1989,

Sec. 23. [CAPITAL LOANS.]

Subdivision 1. [LOAN TO MILACA SCHOOL DISTRICT.] A capital loan
in ar amount not to exceed 34,791,000 to independent school district No.
912, Milaca, is approved.

Subd. 2. [LOAN TO HOLDINGFORD SCHOOL DISTRICT.} A capital
loan in an amount not to exceed $1,087,000 to independent school district
No. 738, Holdingford, is approved.

Subd. 3. [LOAN TO REDWOQOD FALLS SCHOOL DISTRICT.) A capi-
tal loan in an amount not to exceed $5,838,000 1o independent school dis-
trict No. 637, Redwood Falls, is approved.

Sec. 24, [DEBT SERVICE.]

The legislature estimates that the amount that will need to be transferred
from the general fund to the state bond fund to pay principal and interest
due and to become due on state general obligation bonds issued for the
cooperative secondary facilities grant program authorized by the amend-
ment to Minnesota Statutes, section 124 495, contained in this article will
be $608,900 for the fiscal year ending June 30, 1989,

Sec. 25. [1988 LEVY FOR LEASING BUILDINGS.]

A district may levy in 1988 the amount the district would have been
authorized to levy in 1987 for the cost of renting or leasing buildings according
to Minnesota Statutes, section 275.125, subdivision 12, had the authority
to levy for this purpose not been repealed.

Sec. 26. [APPROPRIATION. ]
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$8,000,000 is appropriated from the state building fund to the commis-
sioner of education for fiscal year 1988 for grants to districts under the
cooperative secondary facilities grant program according to Minnesota
Statutes, section 124.494. This appropriation is in addition to the amount
appropriated by Laws 1987, chapter 400, section 16, subdivision 4.

Sec. 27. [REPEALER.]

Minnesota Statutes 1986, section 124 .435; Minnesota Statutes 1987 Sup-
plement, sections 124 245, subdivisions 3, 3a, and 3b; and 275 125, sub-
division 1lc, are repealed effective for the 1989-1990 school year.

Sec. 28. [EFFECTIVE DATES.]

Sections I and 2 are effective the day following final enactment for proj-
ects that have not been submitted to the department for review and comment
under Minnesota Statutes 1986, section 121.15. Sections 6 to 18, 20, 23,
24, and 26, are ¢ffective the day following final enactment. Sections 4, 5,
and 19 are effective for revenue for the 1989-1990 school year and thereafter”

Delete the title and insert;

“A bill for an act relating to education; establishing general education rev-
enue; modifying aspects of educational programs for American Indian peo-
ple; providing for certain levying authority and limitations; modifying certain
levies, aid, and grant programs; establishing learning year program sites;
providing for revenue for school facilities; authorizing bonding; approving
capital loans; offering free admission to secondary school to eligible persons
at least 21 years of age; creating education district revenue; providing for the
sale of permanent school fund lands; requiring certain changes in the state
high school league; creating a task force on education organization; appro-
priating money; amending Minnesota Statutes 1986, sections 92.06, subdi-
vision 4; 92.14, by adding a subdivision; 92.67, subdivision 5; 120.06, by
adding a subdivision; 120.075, subdivision la, 3, and by adding a subdivi-
sion; 120.0751, subdivision 1, and by adding a subdivision; 120.0752, sub-
division 1, and by adding a subdivision; 120.08, subdivision 2; 120.73,
subdivision 1; 120.74, subdivision 1; 121.15; 121.88, by adding subdivi-
sions; 123.35, subdivision 8; 123.351, by adding a subdivision; 123.3514,
by adding a subdivision; 124.17, by adding a subdivision; 124.18, subdivi-
sion 2; 124.214, subdivision 2; 124,225, by adding a subdivision; 124.245,
by adding a subdivision; 124 .43, subdivisions 1, 2, 3, and by adding subdi-
visions; 124.48, subdivision 2; 124A.036, subdivistion 2; 125.12, subdivi-
sion 3; 125.17, subdivision 2; 126.151; 126.45; 126.46; 126.47; 126.49,
subdivision 1, 126.51, subdivisions 1, 2, 4, and by adding a subdivision;
126.52; 126.531; 126.56; subdivision 2; 129.121, subdivision 2, and by
adding subdivisions; 129B.20, subdivision 1; 134.351, subdivision 7:
136D.74, by adding subdivisions; 136D.81; 260.015, subdivision 19; and
275.125, by adding subdivisions; Minnesota Statutes 1987 Supplement,
sections 92.46, subdivision 1; 92.67, subdivisions 1, 3, and 4; 120.0752,
subdivision 3; 120.101, subdivisions 5 and 9; 120.17, subdivisions 1 and
3b; 121.912, subdivision 1; 122.91, by adding a subdivision; 123.3515,
subdivisions 1, 2, 3, 5, 6, and 9; 123,39, subdivision 1; 124.17, subdivision
1; 124.214, subdivision 3; 124.223; 124.225, subdivision 8a; 124.244;
124.26, subdivision 1b; 124,494, subdivisions 4, 5, and 6; 124.495;
124A.036, subdivision 5; 124A.22, subdivision 2, and by adding subdivi-
sions; 124A.23, subdivisions 1, 4, and 5; 124A.24; 124A.27, subdivision 1;
124A.28, subdivision 1, and by adding a subdivision; 126.22, subdivisions
2, 3,4, and by adding a subdivision; 126.23; 126.67, subdivision 2b; 129.121,
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subdivision 1; 129B.11, subdivision 2, and by adding a subdivision; 129B.53,
subdivision 2; 136D.27; 136D.87; 275.125, subdivision 5; and 422A.101,
subdivision 2; Laws 1959, chapter 462, section 3, subdivision 4, as amended,;
Laws 1987, chapter 398, articles 2, section 13, subdivision 2; 3, sections 38
and 39, subdivisions 7 and 8; 5, section 2, subdivision 12; chapter 400, sec-
tion 59; proposing coding for new law in Minnesota Statutes, chapters 120;
121; 124; 124A; 126; and 129B; repealing Minnesota Statutes 1986, sec-
tions 121.9121, subdivision 7; 124.435; 126.51, subdivision 3; Minnesota
Statutes 1987 Supplement, sections 123.3515; 123.703, subdivision 3;.
124.245, subdivisions 3, 3a, and 3b; 124A.27, subdivision 10; 129B.74;
129B.75; and 275.125, subdivision 11c; Laws 1984, chapter 463, article 7,
section 45.”

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

House Conferees: (Signed) Ken Nelson, Bob McEachern, Kathleen O.
Vellenga, Jerry J. Bauerly, Dennis D. Ozment

Senate Conferees: (Signed) Randolph W. Peterson, Donna C. Peterson,
Ember D. Reichgott, Gary M. DeCramer, James C. Pehler

Mr. Peterson, R. W, moved that the foregoing recommendations and Con-
ference Committee Report on H.E No. 2245 be now adopted, and that the
bill be repassed as amended by the Conference Committee. The motion pre-
vailed. So the recommendations and Conference Committee Report were
adopted.

H.E No. 2245 was read the third time, as amended by the Conference
Committee, and placed on its repassage.

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

The roll was called, and there were yeas 60 and nays 3, as follows:
Those who voted in the affirmative were:

Adkins Davis Johnsen, D1 Metzen Ramstad
Anderson Decker Jude Moe, D.M. Reichgott
Beckmnan DeCramer Knaak Moe, R.D. Renneke
Benson Dicklich Kroening Morse Schmitz
Berg Diessner Laidig Novak Solon
Berglin Frederick Langseth . Olson Spear
Bernhagen Frederickson, D.J. Lantry Pehler Storm
Bertram Frederickson, D.R. Larson Peterson, D.C. Stumpf
Brandl Freeman Lessard Peterson, RW.  Taylor
Brataas Gustafson Luther Piper Vickerman
Coben Hughes Marty Pogemilier Waldorf

Dahi Johnson, D.E. Mehrkens Purfeerst Wegscheid

Those who voted in the negative were:
Belanger Frank Kauison McQuatd Merriam

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

| MOTIONS AND RESOLUTIONS - CONTINUED

Mr. Stumpf moved that S.F No. 2235 be taken from the table. The motion
prevailed.

S.E No. 2235: A bill for an act relating to workers’ compensation; reg-
ulating workers’ compensation benefits and administration; regulating workers’
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compensation insurance; providing for the appointment of actuarics; abol-
ishing the workers’ compensation court of appeals and transferring its
jurisdiction to the court of appeals; requiring certain reports relating to
workers’ compensation; appropriating money; amending Minnesota Stat-
utes 1986, sections 79.095; 79.55, subdivision 2; 79.56, by adding a
subdivision; 79.61, subdivision 1; 176.011, subdivisions I1a, 18, and by
adding a subdivision; 176.021, subdivision 3; 176.061, subdivision 10;
176.081, subdivisions 1 and 3; 176.101, subdivisions 1, 2, 4, 5, and by
adding subdivisions; 176,102, subdivisions 1, 7, and 11; 176.105, sub-
division 1; 176.111, subdivisions 6, 7, 8, 12, 14, and 20; 176.131, sub-
divisions 1a, 2, and by adding a subdivision; 176.132, subdivisions 1, 2,
and 3; 176.136, subdivision 1, and by adding a subdivision; 176.421,
subdivisions 1 and 6; 176.645, subdivisions 1 and 2; 176.66, subdivision
11, 176A.03, by adding a subdivision; and 480A.06, subdivisions 3 and
4, Minnesota Statutes 1987 Supplement, sections 176.041, subdivision 4;
176.081, subdivision 2; 176.102, subdivisions 2, 3, 3a, 4, and 6; 176.111,
subdivisions 15 and 2J; 176.131, subdivisions 1 and 8; 176.155, subdi-
vision 1; 176.221, subdivision 1; proposing coding for new law in Min-
nesota Statutes, chapters 79 and 176; repealing Minnesota Statutes 1986,
sections 79.54; 79.57; 79.58; 175A.01; 175A.02; 175A.03; 175A.04;
175A.05; 175A.06; 175A.07, subdivisions |, 3, and 4; 175A.08; 175A.09;
175A.10; 176.011, subdivision 26; 176.101, subdivisions 3a, 3b, 3¢, 3d,
3e, 3f, 3g, 3h, 31, 3j, 3k, 31, 3m, 3n, 30, 3p, 3q, 31, 3s, 3t, 3u, and 6; and
Minnesota Statutes 1987 Supplement, section 175A.07, subdivision 2.

RECONSIDERATION

Mr. Stumpf moved that S.FE No. 2235 be now reconsidered and repassed,
the objection of the Governor notwithstanding, pursuant to Article IV,
Section 23, of the Constitution of the State of Minnesota.

CALL OF THE SENATE

Mr. Berg imposed a call of the Senate for the balance of the proceedings
on S.E No. 2235. The Sergeant at Arms was instructed to bring in the
absent members.

The question was taken on the motion of Mr. Stumpf.
The roll was called, and there were yeas 42 and nays 24, as follows:
Those who voted in the affirmative were:

Adkins Brataas Jude Moe, R.D. Solon
Anderson Davis Knaak Morse Storm
Beckman Decker Knutson Olson Stumpf
Belanger DeCramer Laidig Pehler : Taylor
Benson Frederick Langseth i Peterson, R. W Vickerman
Berg Frederickson, D.J. Larson Purfeerst Wegscheid
Bernhagen Frederickson, D.R. Lessard Ramstad

Bertram Gustafson McQuaid Renncke

Brand! Johnson, D.E. Mehrkens Schmitz

Those who voted in the negative were:

Berglin Diessner Kroening Metzen Pogemiller
Chmielewski Frank Lantry Moe, D.M. Reichgott
Cohen Freeman Luther Novak pear
Dahl Hughes Marty Peterson, D.C. Waldorf

Dicklich Johnson, D.1. Merriam Piper
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The motion did not prevail.

MOTIONS AND RESOLUTIONS - CONTINUED

S.E No. 1963 and the Conference Committee Report thereon were reported
to the Senate. :

CONFERENCE COMMITTEE REPORT ON 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 123.35, by adding a subdivision; 375.83; 410.32; 475.54, by
adding a subdivision; 475.67, subdivision 13; Minnesota Statutes 1987
Supplement, sections 469.012, subdivision 1; 469.015, subdivision 4;
469.071, by adding a subdivision; 469.153, subdivision 12; 475.60, sub-
division 2: and 475.66, subdivision 3; proposing coding for new law in
Minnesota Statutes, chapter 469; repealing Laws 1987, chapter 358, section
31

April 25, 1988

The Honorable Jerome M. Hughes
President of the Senate :

The Honorable Robert Vanasek
Speaker of the House of Representatives

We, the undersigned conferees for S.E No. 1963, report that we have
agreed upon the items in dispute and recommend as follows:

That the House recede from its amendments and that S.E No. 1963 be
further amended as follows: :

Delete everything after the enacting clause and insert:

“Section 1. 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 limitation on appropriations in this section does not
prohibit accumulation of amounts in excess of $50,000 in a fund to be
used for the purposes of this section. The total amount accumulated in the
fund must not exceed 3300,000. :

Sec. 2. Minnesota Statutes 1986, section 410.32, is amended to read:

410.32 [CITIES AUTHORIZED TO ISSUE CAPITAL NOTES FOR
CERTAIN EQUIPMENT ACQUISITIONS.]

Notwithstanding any contrary provision of other law or charter, a home
rule charter city may, by resolution and without public referendum, issue
capital notes subject to the city debt limit to purchase public safety equip-
ment, ambulance and other medical equipment, road construction and main-
tenance equipment, and other capital equipment having an expected useful
life at least as long as the term of the notes. The notes shall be payable in
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not more than five years and be issued on terms and in the manner the city
determines. The total principal amount of the capital notes issued in a fiscal
year shall not exceed one-tenth of one percent of the assessed value of the
city for that year. A tax levy shall be made for the payment of the principal
and interest on the notes, in accordance with section 475.61, as in the case
of bonds. Notes issued under this section shall require an affirmative vote
of two-thirds of the governing body of the city. Unless prohibited by its
charter, a home rule charter city may also issue capital notes subject to
its debt limit in the manner and subject to the limitations applicable to
statutory cities pursuant to section 412.301.

Sec. 3. Minnesota Statutes 1987 Supplement, section 469.012, subdi-
vision 1, is amended to read: :

Subdivision 1. [SCHEDULE OF POWERS.] An authority shall be a
public body corporate and politic and shall have all the powers necessary
or convenient to carry out the purposes of sections 469.001 to 469.047,
except that the power to levy and collect taxes or special assessments is
limited to the power provided in sections 469.027 to 469.033. Its powers
include the following powers in addition to others granted in sections 469.001
to 469.047:

(1} to sue and be sued; to have a seal, which shal] be judicially noticed,
and to alter it; to have perpetual succession; and to make, amend, and repeal
rules consistent with sections 469.001 to 469.047: ‘

(2) to employ an executive director, technical experts, and officers, agents,
and employees, permanent and temporary, that it requires, and determine
their qualifications, duties, and compensation; for legal services it requires,
to call upon the chief law officer of the city or to employ its own counsel
and legal staff; so far as practicable, to use the services of local public
bodies in its area of operation, provided that those local public bodies, if
requested, shall make the services available;

(3) 1o delegate 10 one or more of its agents or employees the powers or
duties it deems proper;

(4) within its area of operation, to undertake, prepare, carry out, and
operate projects and to provide for the construction, reconstruction,
improvement, extension, alteration, or repair of any project or part thereof;

{5) subject to the provisions of section 469.026, to give, sell; transfer,
convey, or otherwise dispose of real or personal property or any interest
therein and to execute leases, deeds, conveyances, negotiable instruments,
purchase agreements, and other contracts or instruments, and take action
that is necessary or convenient to carry out the purposes of these sections;

{6) within its area of operation, to acquire real or personal property or
any interest therein by gifts, grant, purchase, exchange, lease, transfer,
bequest, devise, or otherwise, and by the exercise of the power of eminent
domain, in the manner provided by chapter 117, to acquire real property
which it may deem necessary for its purposes, after the adoption by it of
a resolution declaring that the acquisition of the real property is necessary
to eliminate one or more of the conditions found to exist in the resolution
adopted pursuant to section 469.003 or to provide decent, safe, and sanitary
housing for persons of low and moderate income, or is necessary to carry
out a redevelopment project. Real property needed or convenient for a
project may be acquired by the authority for the project by condemnation
pursuant to this section. This inciudes any property devoted to a public
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use, whether or not held in trust, notwithstanding that the property may
have been previously acquired by condemnation or is owned by a public
utility corporation, because the public use in conformity with the provisions
of sections 469.001 to 469.047 shall be deemed a superior public use.
Property devoted to a public use may be so acquired only if the governing
body of the municipality has approved its acquisition by the authority. An
award of compensation shall not be increased by reason of any increase in
the value of the real property cavsed by the assembly, clearance or recon-
struction, or proposed assembly, clearance or reconstruction for the pur-
poses of sections 469.001 to 469.047 of the real property in an area;

(7) within its area of operation, and without the adoption of an urban
renewal plan, to acquire, by all means as set forth in clause (6) but without
the adoption of a resolution provided for in clause (6), real property, and
to demolish, remove, rehabilitate, or reconstruct the buildings and improve-
ments or construct new buildings and improvements thereon, or to so pro-
vide through other means as set forth in Laws 1974, chapter 228, or to
grade, fill, and construct foundations or otherwise prepare the site for
improvements. The authority may dispose of the property pursuant to sec-
tion 469.029, provided that the provisions of section 469.029 requiring
conformance to an urban renewal plan shall not apply. The authority may
finance these activities by means of the redevelopment project fund or by
means of tax increments or tax increment bonds or by the methods of
financing provided for in section 469.033 or by means of contributions
from the municipality provided for in section 469.041, clause (9), or by
any combination of those means. Real property with buildings or improve-
ments thereon shall only be acquired under this clause when the buildings
or improvements are substandard. The exercise of the power of eminent
domain under this clause shall be limited to real property which contains
buildings and improvements which are vacated and substandard. For the
purpose of this clause, substandard buildings or improvements mean haz-
ardous buildings as defined in section 463.15, subdivision 3, or buildings
or improvements that are dilapidated or obsolescent, faultily designed, lack
adequate ventilation, light, or sanitary facilities, or any combination of
these or other factors that are detrimental to the safety or health of the
community;

(8) within its area of operation, to determine the level of income con-
stituting low or moderate family income. The authority may establish var-
ious income levels for various family sizes. In making its determination,
the authority may consider income levels that may be established by the
federal housing administration or a similar or successor federal agency for
the purpose of federal loan guarantees or subsidies for persons of low or
moderate income. The authority may use that determination as a basis for
the maximum amount of income for admissions to housing development
projects ot housing projects owned or operated by it;

(9) to provide in federally assisted projects any relocation paymenis and
assistance necessary to comply with the requirements of the Federal Uni-
form Relocation Assistance and Real Property Acquisition Policies Act of
1970, and any amendments or supplements thereto;

(10) to make, or agree to make, payments in licu of taxes to the city or
the county, the state or any political subdivision thereof, that it finds con-
sistent with the purposes of sections 469.001 to 469.047;

(11) to cooperate with or act as agent for the federal government, the
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state or any state public body, or any agency or instrumentality of the
foregoing, in carrying out any of the provisions of sections 469.001 to
469.047 or of any other related federal, state, or local legislation; and upon
the consent of the governing body of the city to purchase, lease, manage,
or otherwise take over any housing project already owned and opcrated by
the federal government;

{12) to make plans for carrying out a program of voluntary repair and
rehabilitation of buildings and improvements, and plans for the enforcement
of laws, codes, and regulations relating to the use of land and the use and
occupancy of buildings and improvements, and to the compulsory repair,
rehabilitation, demolition, or removal of buildings and improvements. The
authority may develop, test, and report methods and techniques, and carry
out demonstrations and other activities for the prevention and elimination
of slums and blight;

(13) to borrow money or other property and accept contributions, grants,
gifts, services, or other assistance from the federal government, the state
government, state public bodies, or from any other public or private sources;

L]

{14) to include in any contract for financial assistance with the federal
government any conditions that the federal government may attach to its
financial aid of a project, not inconsistent with purposes of sections 469.001
to 469.047, including obligating itself (which obligation shall be specifi-
cally enforceable and not constitute a mortgage, notwithstanding any other
laws) to convey to the federal government the project to which the contract
relates upon the occurrence of a substantial default with respect to the
covenants or conditions to which the authority is subject; to provide in the
contract that, in case of such conveyance, the federal government may
complete, operate, manage, lease, convey, or otherwise deal with the project
until the defaults are cured if the federal government agrees in the contract
to reconvey to the authority the project as then constituted when the defaults
have been cured;

(15} to issue bonds for any of its corporate purpoeses and to secure the
bonds by mortgages upon property held or to be held by it or by pledge
of its revenues, including grants or contributions;

{16) to invest any funds held in reserves or sinking funds, or any funds
not required for immediate disbursement, in property or securities in which
savings banks may legally invest funds subject to their control or in the
manner and subject to the conditions provided in section 475.66 for the
deposit and investment of debt service funds;

(17) within its. area of operation, to determine where blight exists or
where there is unsafe, unsanitary, or overcrowded housing;

(18) to carry out studies of the housing and redevelopment needs within
its area of operation and of the meeting of those needs. This includes study
of data on population and family groups and their distribution according
to income groups, the amount and quality of available housing and its
distribution according to.rentals and sales prices, employment, wages,
desirable patterns for land use and community growth, and other factors
affecting the local housing and redevelopment needs and the meeting of
those needs; to make the results of those studies and analyses available to
‘the public and to building, housing, and supply industries;

(19) ifalocal public body does not have a planning agency or the planning
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agency has not produced a comprehensive or general community devel-
opment plan, to make or cause to be made a plan to be used as a guide in
the more detailed planning of housing and redevelopment areas;

(20) to lease or rent any dwellings, accommodations, lands, buildings,
structures, or facilities included in any project and, subject to the limitations
contained in sections 469.001 to 469.047 with respect to the rental of
dwellings in housing projects, to establish and revise the rents or charges
therefor;

(21) to own, hold, and improve real or personal property and to sell,
lease, exchange, transfer, assign, pledge, or dispose of any real or personal
property or any interest therein;

(22) to insure or provide for the insurance of any real or personal property
or operations of the authority against any risks or hazards;

(23) to procure or agree to the procurement of government insurance or
guarantees of the payment of any bonds or parts thereof issued by an
authority and to pay premiums on the insurance; :

(24) to make expenditures necessary to carry out the purposes of sections
469.001 to 469.047,

{25) to enter into an agreement or agreements with any state public body
to provide informational service and relocation assistance to families, indi-
viduals, business concerns, and nonprofit organizations displaced or to be
displaced by the activities of any state public body;

{26) to compile and maintain a catalog of all vacant, open and unde-
veloped land, or land which contains substandard buildings and improve-
ments as that term is defined in clause (7), that is owned or controlled by
the authority or by the governing body within its area of operation and to
compile and maintain a catalog of all authority owned real property that
is in excess of the foreseeable needs of the authority, in order to determine
and recommend if the real property compiled in either catalog is appropriate
for disposal pursuant to the provisions of section 469.029, subdivisions 9
and 10;

(27) to recommend to the city concerning the enforcement of the appli-
cable health, housing, building, fire prevention, and housing maintenance
code requirements as they relate to residential dwelling structures that are
being rehabilitated by low or moderate income persons pursuant to section
469.029, subdivision 9, for the period of time necessary to complete the
rehabilitation, as determined by the authority; and

(28) to recommend to the city the initiation of municipal powers, against
certain real properties, relating to repair, closing, condemnation, or demo-
lition of unsafe, unsanitary, hazardous, and unfit buildings, as provided in
section 469.041, clause (3).

Sec. 4. Minnesota Statutes 1987 Supplement, section 469.015, subdi-
vision 4, is amended to read: :

Subd. 4. [EXCEPTION; CERTAIN PROJECTS.] An authority need not
require either competitive bidding or performance bonds in the case of a
contract for the acquisition of a low rent housing project for which financial
assistance is provided by the federal government, and which does not require
any direct loan or grant of money from the municipality as a condition of
the federal financial assistance, and where the contract provides for the
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construction of such a project upon land not owned by the authority at the
time of the contract, or owned by the authority for redevelopment purposes,
and provides for the conveyance or lease to the authority of the project or
improvements upon completion of construction. fn exercising, pursuant to
any general or special law, any power under chapier 469, an authority
need not require competitive bidding with respect to a structured parking
facility constructed in conjunction with, and directly above or below, a
development and financed with the proceeds of tax increment or parking
ramp revenue bonds. An authority need not require competitive bidding in
the case of a housing development project that (1) is financed with the
proceeds of bonds secured by the project and to which the full faith and
credit of the authority is not pledged; (2) is located on land owned by the
authority; (3) is constructed or rehabilitated under agreements with a
developer for the construction of the project, guarantee of the bonds, and
management of the property; and (4) is found by the authority to require
negotiation rather than use of a competitive bidding procedure to be eco-
nomical and feasible.

Sec. 5. Minnesota Statutes 1987 Supplement, section 469.071, is amended
by adding a subdivision to read:

Subd. 5. [EXCEPTION; PARKING FACILITIES. ] Norwithstanding sec-
tion 469.068, the Bloomington port authority need not require competitive
bidding with respect to a structured parking facility constructed in con-
Junction with, and directly above or below, or adjacent and integrally
related to, a development and financed with the proceeds of tax increment
or revenue bonds.

Sec. 6. Minnesota Statutes 1987 Supplement, section 469.155, subdi-
vision 12, is amended to read:

Subd. 12. [REFUNDING.] It may issue revenue bonds to refund, in whole
or in part, bonds previously issued by the municipality or redevelopment
agency under authority of sections 469.152 to 469.165, and interest on
them. The municipality may issue revenue bonds to refund, in whole or in
part, bonds previously issued by any other municipality or redevelopment
agency on behalf of an organization described in section 501(¢)(3) of the
Internal Revenue Code of 1986, as amended through December 31, 1986,
under authority of sections 474.01 to 474.13, and interest on them, but
only with the consent of the original issuer of such bonds. The municipaliry
may issue and sell warrants which give to their holders the right to purchase
refunding bonds issuable under this subdivision prior to a stipulated date.
The warrants are not required to be sold at public sale and all or any
agreed portion of the proceeds of the warrants may be paid 1o the con-
tracting party under the revenue agreement required by subdivision 5 or
to its designee under the conditions the municipality shall agree upon.
Warrants shall not be issued which obligate a municipality to issue refund-
ing bonds that are or will be subject to federal tax law as defined in section
474A.02, subdivision 8. The warrants may provide a stipulated exercise
price or a price that depends on the tax exempt status of interest on the
refunding bonds at the time of issuance. The average interest rate on
refunding bonds issued to refund fixed rate bonds shall not exceed the
average interest rate on fixed rate bonds to be refunded. The municipality
may appoint a bank or trust company to serve as agent for the warrant
holders and enter into agreements deemed necessary or incidental to the
issuance of the warrants.
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Sec. 7. [469.1651] [REVENUE ANTICIPATION NOTES FOR
HOSPITALS.]

Subdivision 1. [AUTHORIZATION.] Prior to August 1, 1990, a munic-
ipality may issue and sell, at public or private sale, negotiable notes or
certificates of indebtedness, as provided in this section and lend the pro-
ceeds to nonprofit hospitals in anticipation of revenues or state and federal
aids payable to the hospitals within one year after the date of issue of the
notes or certificates of indebtedness. The principal amount of the notes or
certificates shall not exceed 75 percent of the accounts receivable and
third-party reimbursement payments payable 10 the hospital as of a date
within 45 days of the date of issuance. While notes or certificates issued
under this section on behalf of a hospital are ourstanding, additional notes
or certificates shall not be issued unless, for the period of 30 consecutive
days immediately preceding the date of issuance, the amount of outstanding
notes and certificates was less than six percent of the hospital’s gross
revenues for the preceding fiscal year.

The municipality need not comply with the procedures set forth in sec-
tions 469.152 10 469.165 in the issuance of notes or certificates of indebt-
edness pursuant to this section, but the municipality shall comply with
sections 469,152 to 469.163 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 ro this section.

Subd. 2. [IREVENUE AGREEMENT. ] No notes or certificates of indebt-
edness shall be issued pursuant to this section unless the municipality has
entered into a revenue agreement with a qualifying hospital providing for
payment by the hospital of all principal of and interest on the notes or
certificates of indebtedness when they become due and payable, 1ogether
with any expenses and fees of the municipality incurred in connection with
the notes or their issuance. Notes and certificates of indebtedness issued
under authority of this section do not, and shall state that they do not,
represent or constitute a debt or pledge of the faith and credit of the
municipality or the state of Minnesota, or grant to their owners or holders
any right to have the municipality or state levy any taxes or appropriate
any funds for the payment of their principal or interest on them. The notes
or certificates are payable and shall state that they are payable solely
from the revenues and other property, income, accounts, charges, and
money that are pledged for their payment in accordance with the pro-
ceedings authorizing their issuance.

Subd. 3. [ENABLING RESOLUTION; FORM OF CERTIFICATES.| The
municipality may authorize and effect the borrowing and issue the notes
or certificates of indebtedness authorized by this section upon passage of
a resolution specifying the amount and purposes of the borrowing. The
municipality shall fix the amount, date, marurity, form, denomination, and
other details of the notes or certificates of indebtedness, consistent with
this section, and shall fix the date and place for the receipt of bids for
their purchase, if the notes or certificates of indebtedness are to be sold
by public sale.

Subd. 4. [REPAYMENT; MATURITY DATE; INTEREST.| The proceeds
of revenues and future state and federal aid and other funds of the hospital
which may become available shall be applied to the extent necessary 1o
repay the notes or certificates of indebtedness. The full faith and credit of
the hospital, or any other lawfully pledged security of the hospital, as



8438 JOURNAL OF THE SENATE {93RD DAY

deemed necessary by the municipality, shall be pledged to their payment.
Notes or certificates of indebtedness issued pursuant to this section shall
mature not later than 13 months after the date of issue. The notes or
certificates shall be sold at such price as the municipality may agree. The.
notes or certificates shall bear interest after maturity until paid at the rate
they bore before maturity. Any interest accruing before or after maturity
shall be paid from any available funds of the hospital.

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 hospital to demand tender of, the obligation to the municipality or the
hospital or another person designated by either of them, for purchase at
a specified time or times. The note or certificate of indebtedness shall not
be deemed to mature on any tender date, and the purchase of a tendered
note or certificate shall not be deemed a payment or discharge of the note
or certificate. Notes or certificates of indebtedness tendered for purchase
may be remarketed by or on behalf of the municipality or any other pur-
chaser. The municipality or the hospital may enter into agreements deemed
appropriate to provide for the purchase and remarketing of tendered notes
or certificates of indebtedness, including provisions under which undeliv-
ered 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 reimburse-
ment of advances under letters of credit, which charges and reimbursements
shall be paid by the hospital.

Any notes or certificates of indebtedness issued pursuant 1o this section
may bear interest at a rate varying periodically at the time or times and.
on the terms, including convertibility to a fixed rate of interest, determined
by the governing body of the municipality.

Subd. 5. [TRUST AGREEMENT.] Any notes or certificates of indebt-
edness issued under this section may be secured by a trust agreement
between the municipality and a corporate trustee, which may be any trust
company or bank having the powers of a trust company within the state.
The trust agreemtent or the resolution providing for the issuance of the
notes or certificates may pledge or assign the revenues to be received, the
proceeds of any contracts pledged, and any other property pledged by the
hospital or proceeds from it. The trust agreement or resolution providing
for the issuance of the notes or certificates may contain reasonable pro-
visions to protect and enforce the rights and remedies of the holders of the
notes or certificates. Any bank or trust company incorporated under the
laws of the state that may act as depository of the proceeds of notes or
certificates or of revenues or other moneys may furnish the indemnifying
bonds or pledge the securities that may be required by the municipality.
The trust agreement may set forth the rights and remedies of the holders
of the notes or certificates and of the trustee and may restrict the individual
right of action by holders of the notes or certificates. The trust agreement
or resolution may contain any other provisions that the municipality deems
reasonable for the security of the holders of the notes or certificates. All
expenses incurred in carrying out the provisions of the trust agreement or
resolution shall be paid by the hospital.

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

Sec. 8. Minnesota Statutes 1987 Supplement, section 474A.04, subdi-
vision 6, is amended to read:

Subd. 6. |[ENTITLEMENT TRANSFERS.] An entitlement issuer may
enter into an agreement with another entitlement issuer whereby the recip-
ient entitlement issuer issues obligations pursuant to bonding avthority
allocated to the original entitlement issuer under this section. An entitlement
issuer may enter into an agreement with an issuer which is not an entitle-
ment issuer whereby the recipient issuer issues qualified mortgage bonds,
up to $100,000 of which are issued pursuant 1o bonding authority allocated
to the original entitlement issuer under this section. The agreement may
be approved and executed by the mayor of the entitlement issuer with or
without approval or review by the city council.

Sec. 9. Minnesota Statutes 1987 Supplement, section 475.54, subdivi-
sion 1, 15 amended to read:

Subdivision 1. Except as provided in subdivision 3, 5a, IS or5bh 17, or
as expressly authorized in another law, all obligations of cach issue shall
mature or be subject to mandatory sinking fund redemption in installments,
the first not later than three years and the last not later than 30 years from
the date of the issue. No amount of principal of the issue payable in any
calendar year shall exceed five times the amount of the smatlest amount
payable in any preceding calendar year ending three years or more after
the issue date.

Sec. 10. Minnesota Statutes 1986, section 475.54, is amended by adding
a subdivision to read:

Subd. 17. Obligations payable primarily from a source other than ad
valorem taxes may mature at ary time or times within 30 years after the
date of issue, if the governing body estimates that the primary source of
payment is sufficient to pay when due the principal of and interest on the
obligations and If the primary source of payment is irrevocably appro-
priated to payment of the obligations.

Sec. 11. Minnesota Statutes 1986, section 475.60, subdivision 3, is
amended to read:

Subd. 3. [PUBLISHED NOTICE.] Published notice, where required,
shall specify the maximum principal amount of the obligations, the place
of receipt and consideration of bids and such other details as to the obli-
gations and terms of sale as the governing body deems suitable. The pub-
lished notice shall either specify the date and time for receipt of bids or
provide that the bids will be received at a date and time not less than ten
nor more than 45 60 days after the date of publication. If the published
notice does not state the specific date and or amount for the sale, it shall
specify the manner in which notice of the date and or amount of the sale
will be given to prospective bidders. Notification of prospective bidders
shall be given by electronic data transmission or other form of commu-
nication common to the municipal bond trade at least four days (omitting
Saturdays, Sundays, and legal holidays) before the date for receipt of bids.
If within five days after the date of publication a prospective bidder requests
in writing to be notified by mail, the municipality shall do so. Failure to
give the notice as described in the preceding sentence to a bidder shall not
affect the validity of the sale or of the obligations. The governing body
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may employ an agent to receive and open the bids at any place within or
outside the corporate limits of the municipality, in the presence of an officer
of the municipality, but the obligations shall not be sold except by action
of the governing body or authorized officers of the municipality after
communication of the bids to them. Additional notice may be given for
such time and in such manner as the governing body deems suitable. At
the time and place so fixed, the bids shall be opened and the offer complying
with the terms of sale and deemed most favorable shall be accepted, but
the governing body may reject any and all such offers, in which event, or
if no offers have been received, it may award the obligations to any person
who within 30 days thereafter presents an offer complying with the terms
of sale and deemed more favorable than any received previously, or upon
like notice the governing body may invite other bids upon the same or
different terms and conditions, except that if the original published notice
does not state the specific date or amount for the sale and if the material
terms and conditions of the sale remain the same, except for the date and
amount, notice of the date or amount may be given in the manner provided
above.

Sec. 12. Minnesota Statutes 1987 Supplement, section 475.66, subdi-
vision 3, is amended to read:

Subd. 3. Subject to the provisions of any resolutions or other instruments
securing obligations payable from a debt service fund, any balance in the
fund may be invested

{a) in governmental bonds, notes, bills, mortgages, and other securities,
which are direct obligations or are guaranteed or insured issues of the
United States, its agencies, its instrumentalities, or organizations created
by an act of Congress,

(b) in shares of an investment company (1) registered under the Federal
Investment Company Act of 1940, whose shares are registered under the
Federal Securities Act of 1933, and (2) whose only investments are in (i)
securities described in the preceding clause and, (ii} general obligation
tax-exempt securities rated A or better by a national bond rating service,
and (iii) repurchase agreements or reverse repurchase agreements fully
collateralized by those securities, if the repurchase agreements or reverse
repurchase agreements are entered into only with those primary reporting
dealers that report to the Federal Reserve Bank of New York and with the
100 largest United States commercial banks,

{c) in any security which is (1) a general obligation of the state of
Minnesota or any of its municipalities or in general obligations of other
state and local governments with taxing powers which are rated A or better
by a national bond rating service, or (2) a general obligation of the Min-
nesota housing finance agency, or (3) a general obligation of a housing

finance agency of any state if it includes a moral obligation of the state,

provided that investments under this elause clauses (2) and (3} must be in
obligations that are rated the highest or next highest rating given by Stan-
dard & Poor’s Corporation or Moody's Investors Service, Inc., and invest-
ments under clause (3) may be made only (i) prior to August 1, 1990 /997,
and (ii) for a period of no more than three years from the date of purchase
and further provided that investments under clauses (2} and (3) be deter-
mined 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,
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(d) in bankers acceptances of United States banks eligible for purchase
by the Federal Reserve System, o

(e) in commercial paper issued by United States corporations or their
Canadian subsidiaries that is of the highest quality and matures in 270 days
or less, or

{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 vr guarantor and, (1) in
the case of long-term investment contracts, either (i) the long-term senior
unsecured debt of the issuer or guarantor is rated, or obligations backed
by letters of credit of the issuer or guarantor if forming the primary basis
of a rating of such obligations would be rated, in the highest or next highest
rating category of Standard & Poor’s Corporation, Moody's Investors Ser-
vice, Inc., or a similar nationally recognized rating agency, or (ii) if the
issuer is a bank with headquarters in Minnesota, the long-term senior
unsecured debt of the issuer is rated, or obligations backed by letters of
credit of the issuer if forming the primary basis of a rating of such obli-
gations would be rated in one of the three highest rating categories of
Standard & Poor’s Corporation, Moody's Investors Service, Inc., or similar
nationally recognized rating agency, or (2) in the case of short-term invest-
ment contracts, the short-term unsecured debt of the issuer or guarantor
is rated, or obligations backed by letters of credit of the issuer or guarantor
if forming the primary basis or a rating of such obligations would be rated,
in the highest two rating categories of Standard and Poor’s Corporation,
Moody's Investors Service, Inc., or similar nationally recognized rating
agency.

The fund may also be used to purchase any obligation, whether general
or special, of an issue which is payable from the fund, at such price, which
may include a premium, as shall be agreed to by the holder, or may be
used to redeem any cobligation of such an issue prior to maturity in accor-
dance with its terms. The securities representing any such investment may
be sold or hypothecated by the municipality at any time, but the money so
received remains a part of the fund until used for the purpose for which
the fund was created.

Sec. 13. Minnesota Statutes 1987 Supplement section 475.67, subdi-
vision 12, is amended to read:

Subd. 12. In the refunding of general obligations, for which the full faith
and credit of the issuing municipality has been pledged, the following
additional conditions shall be observed: each such obligation, if repayable,
shall be called for redemption prior to its maturity in accordance with its
terms no later than either (i) the earliest date on which it may be redeemed
without payment of any premium, or (ii) if the obligation is only prepayable
with payment of a premium, on the earliest date on which it may be
redeemed with payment of the least premium required by its terms. No
refunding obligations

shall be issued and sold more than six months before the refunded obli-
gations mature or are called for redemption in accordance with their terms,
uniess either (i) as a result of the refunding the average life of the maturities
is extended at least three years or (ii) as of the nominal date of the refunding
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obligations the present value of the dollar amount of the debt service on
the refunding obligations, computed to their stated maturity dates, after
deducting any premium er adding any discount, is lower by at least three
percent than the present value of the dollar amount of debt service, on all
general obligations refunded, exclusive of any premium of discount, com-
puted to their stated maturity dates; provided that in computing the dollar
amount of debt service on the refunding obligations, any expenses of the
refunding payable from a source other than the proceeds of the refunding
obligations or the interest derived from the investment thereof shall be
added to the dollar amount of debt service on the refunding obligations.
For purposes of this subdivision, the present value of the doilar amount of
debt service means the dollar amount of debt service to be paid, discounted
to the nominal date of the refunding obligations at a rate equal to the yield
on the refunding obligations. Expenses of the refunding include the amount,
if any, in excess of the proceeds of the refunding obligations or the principal
amount of obligations to be refunded, whichever is the greater, which is
required to be deposited in escrow to provide cash and purchase securities
sufficient to retire the refunded obligations and unaccrued interest thereon
in accordance with subdivision 6; charges of the escrow agent and of the
paying agent for the refunding obligations; and expenses of printing and
publications and of fiscal, legal, or other professional service necessarily
incurred in the issuance of the refunding obligations.

Sec. 14. Minnesota Statutes 1986, section 475.67, subdivision 13, is
amended to read:

Subd. 13. Crossover refunding obligations may be issued by a munici-
pality without regard to the limitations in subdivisions 4 to 10. The proceeds
of crossover refunding obligations, less any proceeds applied to payment
of the costs of their issuance, shall be deposited in a debt service fund
irrevocably appropriated to the payment of principal of and interest on the
refunding obligations until the date the proceeds are applied to payment of
the obligations to be refunded. The debt service fund shall be maintained
as an escrow account with a suitable financial institution within or without
the state and amounts in it shall be invested in securities described in
subdivision 8 or in an investment contract or similar agreement with a
bank or insurance company meeting the requirements of section 475.66,
subdivision 3, clause (f). Excess proceeds, if any, of the tax levy pursuant
to section 475.61, subdivision !, made with respect to the obligations to
be refunded, and any other available amounts, may be deposited in the
escrow account, In the resolution authorizing the issuance of crossover
refunding obligations, the governing body may pledge to their payment any
source of payment of the obligations to be refunded. The resolution may
provide that the refunding obligations are payable solely from the escrow
account prior to the date scheduled for payment of the obligations 1o be
refunded and that the obligations to be refunded shall not be discharged
if the amounts on deposit in the escrow account on that date are insufficient.
Subdivisions 11 and 12 shall not apply to any crossover refunding obli-
gations, or the obligations to be refunded. Subject to section 475.61, sub-
division 3, in the case of general obligation bonds, taxes shall be levied
pursuant to section 475.61 and appropriated to the debt service fund in the
amounts needed, together with estimated investment income of the debt
service fund and any other revenues available upon discharge of the obli-
gations refunded, to pay when due the principal of and interest on the
refunding obligations. The levy so imposed may be reduced by earnings
to be received from investments on hand in the debt service fund to the
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extent the applicable recording officer certifies to the county auditor that
the earnings are expected to be received in amounts and at such times as
to be sufficient, together with the remaining levy, to satisfy the purpose
of the levy requirements under section 475.61.

Sec. 15. [COUNTIES AND CITIES; PAY EQUITY COMPLIANCE.]

Subdivision 1. [1988 REPORT.] A home rule charter or statutory city
or county, referred to in this section as a “'governmental subdivision,” that
employs ten or more people and that did not submit a report according to
Minnesota Statutes, section 471.998, shall submit the report by October
1, 1988, to the commissioner of employee relations.

The plan for implementing equitable compensation for the employees
must provide for complete implementation not later than December 31,
1991, unless a later date has been approved by the commissioner. If a
report was filed before October 1, 1987, and had an implementation date
after December 31, 1991, the date in the report shall be approved by the
commissioner. The plan need not contain a market study.

Subd, 2. {PENALTY FOR NONCOMPLIANCE.] Notwithstanding Min-
nesota Statutes, sections 275.50 to 275 .58, for taxes levied in 1988, pay-
able in 1989 only, a governmental subdivision that does not submit the
report required in subdivision 1 shall be subject to the levy limits provided
in subdivisions 3 to 5. '

Subd. 3. [CITIES.] For a home rule charter or statutory city, the levy
limit base for raxes payable in 1989 is the sum of (1) the city'’s total levy
for taxes payable in 1988, excluding the amount levied in that year for -
debt service and the amount for unfunded accrued pension liabilities under
Laws 1987, chapter 268, article 5, section 12, subdivision 4, clause (2),
and (2) the amount received in 1988 as described in Minnesota Statutes,
section 275.51, subdivision 3i. This sum shall be increased by 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 under Minnesota Statutes, section 275.51,
subdivision 6. The resulting amount for the home rule charter or statutory
city multiplied by 103 percent is the city’s levy limit base for taxes payable
in 1989. The payable 1989 levy limitation for the city shall be equal to
the levy limit base determined under this section reduced by the aids for
1989 enumerated in Minnesota Statutes, section 275.51, subdivision 3i.

Subd. 4. [COUNTIES.] For a county, the levy limit base for taxes pavable
in 1989 is the sum of (1) the county’s total levy for taxes payable in 1988,
excluding the amount levied in that year for (i) debt service; (ii) levied for
unfunded accrued pension liabilities under Laws 1987, chapter 268, article
5, section 12, subdivisiond, clause (2); (iii) income maintenance programs
except for the administrative costs associated with those programs; and
{iv) social services programs, including the administrative costs associated
with those programs, plus (2) the amount received in 1988 as described
in Minnesota Statutes, section 275.51, subdivision 3i. This sum shall be
increased by 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 under
Minnesota Statutes, section 275.51, subdivision 6. The resulting amount
for the county multiplied by 103 percent is the county's levy limir base for
taxes payable in 1989. The payable 1989 levy limitation for the county
shall be equal to the levy limit base determined under this section reduced
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by the aids for 1989 enumerated in section 275.51, subdivision 3.

Subd. 5. [EXCEPTIONS. ] For taxes payable in 1989, the amounts levied
Jor the following costs are not subject to the limitation under subdivision
3or4:

(1) levies for debt service;

(2) levies for unfunded accrued pension liabilities as specified in Min-
nesota Statutes, section 275.50, subdivision 5, clause (o);

(3) levies for income maintenance programs, net of any aid payments
received under Minnesota Statutes, section 273.1397, and excluding the
administrative costs associated with those programs; and

{4) levies for social service programs including the administrative costs
associated with those programs.

The amount levied by the county for taxes payable in 1989 to pay the
costs of programs described in clauses (3} and (4) of this subdivision shall
be subject to the percentage limitations provided in Minnesota Statutes,
section 275.50, subdivision 5, clause (d).

Subd. 6. [PENALTY FOR FAILURE TO IMPLEMENT PLAN.] If the
commissioner of employee relations finds, after notice and consultation
with a governmental subdivision, that it has failed to implement its plan
Jor implementing equitable compensation by December 31, 1991, or the
later date approved by the commissioner the aid that would otherwise be
payable to that governmental subdivision under Minnesota Statutes, sec-
tions 477A.011 to 477A.014 in calendar year 1992 shall be reduced by
five percent; provided thar the reduction in aid shall apply to the first
calendar year beginning after the date for implementation of the plan of
a governmental subdivision for which the commissioner of employee rela-
tions has approved an implémentation date later than December 31, 1991,
The commissioner may waive the penalty upon making a finding that the
failure to implement was attributable to circumstances beyond the control
of the governmental subdivision or to severe hardship.

Sec. 16. [RAMSEY-WASHINGTON METRO WATERSHED DISTRICT
ADMINISTRATIVE FUND.]

The Ramsey-Washington metro watershed district may annually levy an
ad valorem tax not to exceed $200,000 on taxable property within the
district for an administrative fund. The district may levy more than $125,000
only with the approval of the Ramsey and Washington counties boards of
commissioners. The board of managers shall, in other respects, make the
levy for the administrative fund in accordance with Minnesota Statutes,
section 112.611.

Sec. 17. [PORT AUTHORITY.]

Each of the cities of Cannon Falls and Redwood Falls may, by adoption
of an enabling resolution in compliance with the procedural requirements
of section 19, establish a port authority commission that, subject to section
18, has the same powers as g port authority established under Minnesota
Sratutes, section 458.09, or other law, and a housing and redevelopment
authority established under Minnesota Statutes, chapter 462, or other law,
and is an agency that may administer one or more municipal development
districts under Minnesota Statutes, section 472A.10. The port authority
commission may exercise any of these powers within industrial development
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districts or within other property under the jurisdiction of the commission.
The port authority commission may enter into agreements with nonprofit
organizations or corporations, including, but not limited to, joint venture
and limited partnership agreements, in order to carry out its purposes. If
a city establishes a port authority commission under this section, the city
shall exercise all the powers in dealing with a port authority that are
granted to a city by Minnesota Statutes, chapter 458, and all powers in
dealing with a housing and redevelopment authority that are granted 1o a
city by Minnesota Statutes, chapter 462, or other law.

Sec. 18. [LIMITATION OF POWERS.]

Subdivision I. [IN THIS SECTION.] An enabling resolution may impose
the limits listed in this section on the actions of the port authority of
Cannon Falls or Redwood Falls.

Subd. 2. [INOT USE SPECIFIED POWERS.]} An enabling resolution may
require that the port authority must not use specified powers contained in
Minnesota Statutes, chapters 458 and 462, or that the port authority must
not use powers without the prior approval of the city council,

Subd. 3. [TRANSFER RESERVES.] An enabling resolution may require
the port authority to transfer a portion of the reserves generated by activ-
ities of the port authority that the city council determines is not necessary
for the successful operation of the port authority, to the city general fund,
to be used for any general purpose of the city. Reserves previously pledged
by the port authority must not be transferred.

Subd. 4. [BOND APPROVAL.] Ar enabling resclution may require that
the sale of bonds or obligations other than general obligation tax supported
bonds or obligations issued by the port authority be approved by the city
council before issuance.

Subd. 5. [BUDGET PROCESS.] Ar enabling resolution may require that
the port authority follow the budget process for city departments as pro-
vided by the city and as implemented by the city council and mayor.

Subd. 6. [LEVY APPROVAL.] Ar enabling resolution may require that
the port authority must not levy a tax for its benefit without approval of
the city council.

Subd. 7. {CONSISTENT WITH CITY PLAN.] An erabling resolution
may require that all official actions of the port authority must be consistent
with the adopted comprehensive plan of the city, and official controls
implementing the comprehensive plan.

Subd. 8. [PROJECT APPROVAL.] An enabling resolution may require
that the port authority submit to the city council for approval by resolution
any proposed project as defined in Minnesota Statutes, section 273.73,
subdivision 8.

Subd. 9. [GOVERNMENTAL RELATIONS.] An enabling resolution may
require that the port authority submit all planned activities for influencing
the action of any other governmental agency, subdivision, or body to the
city council for approval.

Subd. 10. [ADMINISTRATION: MANAGEMENT.] An enabling reso-
lution may require that the port authority submit its administrative struc-
ture and management practices to the city council for approval,

Subd. 11. [EMPLOYEE APPROVAL.] An enabling resolution may require
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that the port authority must not employ anyone without the approval of
the city council.

Subd. 12. [OTHER LIMITS.] An enabling rescolution may impose any
other limit or control established by the city council, '

Subd. 13. [MODIFICATIONS.] An enabling resolution may be modified
at any time, subject to subdivision 16. A modification must be made accord-
ing to the procedural requirements of section 19.

Subd. 14. [MODIFICATION PROCEDURE.] Each year, within 60 days
of the anniversary date of the first adoption of the enabling resolution,
the port authority shall submit a report to the city council stating whether
and how it wishes the enabling resolution to be modified. Within 30 days
of receipt of the recommendation, the city council shall review the enabling
resolution, consider the recommendations of the port authority, and make
any modification it considers appropriate. A modification must be made
according to the procedural requirements of section 19. The petition
requirement does not limit the right of the port authority to petition the
city council at any time,

Subd. 15. [COUNCIL ACTION CONCLUSIVE.] A determination by the
city council that the limits imposed under this section have been complied
with by the port authority is conclusive.

Subd. 16. [NOT TO IMPAIR BONDS, CONTRACTS.] Limits imposed
under this section must not be applied in a manner that impairs the security
of any bonds issued or contracts executed before the limit is imposed. The
city council must not modify any limit in effect at the time any bonds or
obligations are issued or contracts executed o the detriment of the holder
of the bonds or obligations or any contracting party.

Sec. 19. [PROCEDURAL REQUIREMENT.]

{a) The creation of a port authority by the city of Cannon Falls or
Redwood Falls must be by written resolution known as the enabling res-
olution. Before adoption of the enabling resolution, the city council shall
conduct a public hearing. Notice of the time and place of hearing, a
statement of the purpose of the hearing, and a summary of the resolution
must be published in a newspaper of general circulation ‘within the city
once a week for two consecutive weeks. The first publication must appear
within 30 days before the public hearing,

(b) A modification to the enabling resolution must be by written reso-
lution and must be adopted after notice is given and a public hearing
conducted as required for the original adoption of the enabling resolution.

Sec. 20. [GENERAL OBLIGATION BONDS.]

The port authority of Cannon Falls or Redwood Falls must not proceed
with the sale of general obligation tax supported bonds until the city council
by resolution approves the proposed issuance. The resolution must be
published in the official newspaper. If, within 30 days after the publication,
a petition signed by voters equal in number to ten percent of the number
of voters at the last regular city election Is filed with the city clerk, the
city and port authority must not issue the general obligation tax supported
bonds until the proposition has been approved by a majority of the votes
cast on the question at a regular or special election.

Sec. 21. [NAME.]
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The city of Cannon Falls or Redwood Falls may choose the name of its
port authority commission.

Sec. 22. [REMOVAL OF COMMISSIONERS FOR CAUSE. ]

A commissioner of the port authority of Cannon Falls or Redwood Falls
may be removed by the city council for inefficiency, neglect of duty, or
misconduct in office. A commissioner may be removed only after a hearing.
A copy of the charges must be given to the commissioner at least ten days
before the hearing. The commissioner must be given an opportunity to be
heard in person or by counsel at the hearing. After the charges have been
submitted to a commissioner, the city council may temporarily suspend the
commissioner. If the city council finds that the charges have not been
substantiated, the commissioner shall be immediately reinstated. If a com-
missioner is removed, a record of the proceedings, together with the charges
and findings, must be filed in the office of the city clerk.

Sec. 23. [LOCAL APPROVAL.]

Sections 17 to 22 are effective for the city of Cannon Falls the day after
the city complies with Minnesota Statutes, section 645.021, subdivision

Sections 17 to 22 are effective for the city of Redwood Falls the day
after the city complies with Minnesota Statutes, section 645.021, subdi-
vision 3.

Sec. 24. [REPEALER.]
Laws 1987, chapter 358, section 31, is repealed.
Sec. 25. [EFFECTIVE DATE.]

Sections 2, 9, 10, and 13 .are effective May 15, 1988. Sections 4, 8,
12, and 14 are effective the day following final enactment. Section 16 is
effective for taxes levied in 1988, payable in 1989, and thereafter”

Delete the title and insert:

“A bill for an act relating to public finance; providing requirements for
the issnance and use of public debt; amending Minnesota Statutes 1986,
sections 375.83; 410.32; 475.54, by adding a subdivision; 475.60, sub-
division 3; 475.67, subdivision 13; Minnesota Statutes 1987 Supplement,
sections 469.012, subdivision 1; 469.015, subdivision 4; 469.071, by add-
ing a subdivision; 469.155, subdivision 12; 474A.04, subdivision 6; 475.54,
subdivision 1; and 475.66, subdivision 3; 475.67, subdivision 12; propos-
ing coding for new law in Minnesota Statutes, chapter 469; repealing Laws
1987, chapter 358, section 31.”

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

- Senate Conferees: (Signed) Lawrence J. Pogemiller, Ember D. Reichgott,
Jim Gustafson )

House Conferees: (Signed) Ann H. Rest, Gordon O. Voss, Steve A,
Sviggum

Mr. Pogemiller moved that the foregoing recommendations and Confer-
ence Committee Report on 8.F No. 1963 be now adopted, and that the bill
be repassed as amended by the Conference Committee. The motion pre-
vailed. So the recommendations and Conference Committee Report were
adopted.
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S.E No. 1963 was read the third time, as amended by the Conference
Committee, and placed on its repassage.

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

The roll was called, and there were yeas 52 and nays L1, as follows;

Those who voted in the affirmative were:

Anderson Decker Johnson, D.E. Mehrkens Reichgott
Beckman DeCramer Johnson, D.J, Metzen Schmitz
Belanger Dicklich Jude Moe, R.D. Solon
Benson Diessner Knaak Morse Spear
Berglin Frank Laidig Novak Storm
Bernhagen Frederick Langseth Pehler Stumpf
Brandl Frederickson, ID.J. Lantry Peterson, D.C. Taylor
Brataas Frederickson, D.R. Lessard Piper Wegscheid
Chmielewski Freeman Luther Pogemiller
Dahl Gustafson Marty Purfeerst
Davis Hughes McQuaid Ramstad

Those who voted in the negative were:
Adkins Larson Moe, D:M. Peterson, R.W, Vickerman
Berg Merriam Olson Renneke Waldorf
Bertram

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

CONFERENCE COMMITTEE EXCUSED

Pursuant to Rule 21, Mr. Frank moved that the following members be
excused for a Conference Committee on H.F No. 2008 at 6:00 p.m.:

Messrs. Luther, Pogemiller and Frank. The motion prevailed.

RECESS

Mr. Moe, R.D. moved that the Scnate do now recess until 8:30 p.m. The
motion prevailed.

The hour of 8:30 p.m. having arrived, the President called the Senate to
order.
CALL OF THE SENATE
Mr. Merriam imposed a call of the Senate. The Sergeant at Arms was
instructed to bring in the absent members.
MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and
Resolutions, the Senate reverted to the Order of Business of Messages
From the House.

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:
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S.E No. 1744: A bill for an act relating to animals; regulating dangerous
and potentially dangerous dogs; providing penalties; amending Minnesota
Statutes 1986, sections 609.226; and 609.227; proposing coding for new
law in Minnesota Statutes, chapter 347.

Senate File No. 1744 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 25, 1988

CONCURRENCE AND REPASSAGE

Mr. Berg moved that the Senate concur in the amendments by the House
to 8.E No. 1744 and that the bill be placed on its repassage as amended.
The motion prevailed.

S.FE No. 1744 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 calied, and there were yeas 40 and nays 1, as follows:
Those who voted in the affirmative were:

Adkins Brandi Freeman Luther Pogemiller
Anderson Brataas Gustafson Marty Ramstad
Beckman Dahl Hughes McQuaid Schmitz
Belanger Decker Johnson, D.E. Merriam Spear

Berg DPeCramer Jude Olson Storm
Berglin Dicklich Laidig Pehler Stumpf .
Bernhagen Frank Lantry Peterson, R.W. Vickerman .
Bertram Frederick Larson Piper Waldorf

Mr. Chmielewski voted in the negative.

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

MOTIONS AND RESOLUTIONS - CONTINUED

Mr. Laidig moved that his name be stricken as a co-author to S.E No.
1724. The motion prevailed.

Without objection, remaining on the Order of Business of Motions and
Resolutions, the Senate proceeded to the Order of Business of Introduction
and First Reading of Senate Bills.

INTRODUCTION AND FIRST READING OF SENATE BILLS
The following blll was read.the first time and referred to the committee
indicated.

Mr. Vickerman introduced —

S.E No. 2584: A bill for an act relating to state parks; reguiating the use
of metal detectors in state parks; proposing coding for new law in Minnesota
Statutes, chapter 85.

Referred to the Committee on Environment and Natural Resources.
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MOTIONS AND RESOLUTIONS - CONTINUED

Mr. Moe, R.D. introduced —

Senate Resolution No. 150: A Senate resolution relating to conduct of
Senate business during the interim between Sessions.

Mr. Merriam moved that Senate Resolution No. 150 be laid on the table
The motion prevailed.

Mr. Jude introduced —

Senate Resolution No, 151: A Senate resolution honoring Grace Sandness
of Maple Grove, Minnesota, for her contributions to the rele of contem-
porary motherhood.

Referred to the Committee on Rules and Administration.

Mr. Wegscheid introduced —

Senate Resolution No. 152: A Senate resolution congratulating Kristina
Koznick of Apple Valley, Minnesota, for winning First Place Overall in
the Junior Olympics.

Referred to the Committee on Rules and Administration.

Mr. Merriam introduced —

Senate Resolution No. 153: A Senate resolution recognizing Minnesota
Correctional Officers Week, May 8-14.

Referred to the Committee on Rules and Administration.

Mr. Moe, R.D. introduced —

Senate Resolution No. 154; A Senate resolution commemorating the lives
and work of deceased Senators:

The Honorable Bjarne E. Grottum
The Honorable Norman W, Hanson
The Honorable Ralph W. Johnson
The Honorable John H. McKee
The Honorable Benjamin B. Patterson
The Honorable Paul A. Thuet, Jr.

Mr. Moe, R.D. moved that Senate Resolution No. 154 be laid on the
table. The motion prevailed.

SPECIAL ORDER

H.E No. 464: A bill for an act relating to insurance; accident and health;
increasing the maximum lifetime benefit for major medical coverage;
amending Minnesota Statutes 1986, sections 62E 04, subdivision 4; and
62E.06, subdivision 1.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
The roll was called, and there were yeas 45 and nays 0, as follows:
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Those who voted in the affirmative were;

Adkins Chmielewski Johnson, D.L McQuaid Pogemiller
Anderson Dahl! Jude Merriam Ramstad
Beckman Decker Kroening Meoe, R.D. Schmitz
Belanger DeCramer Laidig Novak Spear
Berglin Dicklich Langseth Olson Storm
Bernhagen Diessner Lantry Pehler Stumpf
Bertram Frederickson, D.J. Larson Peterson, D.C. Vickerman
Brandl Freeman Luther Peterson, R.W. Waldort
Brataas Hughes Marty Piper Wegscheid

So the bill passed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and
Resolutions, the Senate reverted to the Order of Business of Messages
From the House.

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. 2079: A bill for an act relating to natural resources; providing
for a statement of need and reasonableness before designating muskellunge
waters; amending Minnesota Statutes 1986, section 97C.011.

Senate File No. 2079 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 25, 1988

CONCURRENCE AND REPASSAGE

Mr. Lessard moved that the Senate concur in the amendments by the
House to S.E No. 2079 and that the bill be placed on its repassage as
amended. The motion prevailed.

S.E No. 2079 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 35 and nays 26, as follows:

Those who voted in the affirmative were;

Adkins Diessner Johnson, D.J., Metzen Renneke
Beckman Frederick Knutson Moe, R.D. Schmitz
Bernhagen Frederickson, D.J. Kroening Morse Solon
Bertram Frederickson, D.R. Langseth Peterson, D.C. Stumpf
Chmielewski Freeman Larson Piper Taylor
Decker Gustafson Lessard Pogemiller Vickerman
Dicklich Hughes Luther Purfeerst Wegscheid

Those who voted in the negative were:
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Anderson Brataas Knaak Novak Storm
Belanger Dahl Lantry Olson Waldorf
Benson DeCramer McQuaid Peterson, R.W

Berg Frank Meturkens Ramslad

Berglin Johnson, D.E. Merriam Reichgott

Brandl Jude Moe, D.M. Spear

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

MESSAGES FROM THE HOUSE - CONTINUED
Mr. President:

I have the honor to announce 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. 2452: A bill for an act relating to public safety; providing that
bomb disposal workers are state employees when disposing of bombs out-
side the jurisdiction of their municipal employer, for purposes of tort claims
and workers’ compensation; amending Minnesota Statutes 1987 Supple-
ment, section 3.732, subdivision 1; proposing coding for new law in Min-
nesota Statutes, chapter 176.

Senate File No. 2452 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 25, 1988

CONCURRENCE AND REPASSAGE

Mr. Metzen moved that the Senate concur in the amendments by the
House to S.E No. 2452 and that the bill be placed on its repassage as
amended. The motion prevailed.

S.FE No. 2452: A bill for an act relating to public safety; providing that
bomb disposal workers are state employees when disposing of bombs out-
side the jurisdiction of their municipal employer, for purposes of tort claims
and workers’ compensation; establishing a presumption of causation for
workers’ compensation purposes in the case of firefighters exposed to cer-
tain hazards; amending Minnesota Statutes 1986, section 176.011, sub-
division 15; and Minnesota Statutes 1987 Supplement, section 3.732,
subdivision 1; proposing coding for new law in Minnesota Statutes, chapter
176.

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:
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Adkins
Anderson
Beckman
Belanger
Benscn
Berg
Berglin
Bernhagen
Bertram
Brandi
Brataas
Chmielewski

Dahl
Davis
Decker
DeCramer
Diessner
Frank
Frederick

MONDAY, APRIL 25, 1988

Johnson, DE.
Jude

Knaak
Knutson
Kroening
Langseth
Lantry

Frederickson, D.J. Larson
Frederickson, D.R. Lessard

Freeman
Gustafson
Hughes

Luther
Marty
McQuaid

Mehrkens
Merriam
Metzen

Moe, R.D.
Morse

Novak

QOlson

Pehler
Peterson, D.C.
Peterson, R.W.
Piper
Pogermiller
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Purfeerst
Ramstad
Reichgott
Renneke
Solon
Spear
Storm
Taylor
Vickerman
Waldorf
Wegscheid

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

MESSAGES FROM THE HOUSE - CONTINUED

Mr. President:

I have the honor to announce 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. 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.

Senate File No. 1987 is herewith returned to the Senate.

Returned April 25, 1988

CONCURRENCE AND REPASSAGE

Edward A. Burdick, Chief Clerk, House of Representatives

Mr. Marty moved that the Senate concur in the amendments by the House
to S.FE No. 1987 and that the bill be placed on its repassage as amended.
The motion prevailed.

S.E No. 1987 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 1, as follows:

Those who voted in the affirmative were:

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

Dahl
Davis
Decker
DeCramer
Dicklich
Diessner
Frank
Frederick

Johnson, D.E.
Jude
Knutson
Kroening
Langseth
Lantry
Larson
Lessard

Frederickson, D.J. Luther
Frederickson, D.R. Marty

Freeman
Hughes

McQuaid
Mehrkens

Mr. Knaak 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
Solon
Spear
Storm
Taylor
Vickerman
Waldorf
Wegscheid

So the bill, as amended, was repassed and its title was agreed to.
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MESSAGES FROM THE HOUSE - CONTINUED
Mr. President: :

[ 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. 2292: A bill for an act relating to state lands; authorizing sale
of certain tax-forfeited lands that border public water in Pine county.

Senate File No. 2292 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives

Returned April 25, 1988

Mr. Chmielewski moved that the Senate do not concur in the amendments
by the House to S.FE No. 2292, 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:

1 have the honor to announce that the House has adopted the recom-
mendation and report of the Conference Committee on Senate File No.
1963, and repassed said bill in accordance with the report of the Committee,
so adopted.

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 123.35, by adding a subdivision; 375.83; 410.32;
475.54, by adding a subdivision; 475.67, subdivision 13; Minnesota Stat-
utes 1987 Supplement, sections 469,012, subdivision 1; 469.015, subdi-
vision 4; 469.071, by adding a subdivision; 469.155, subdivision 12; 475.60,
subdivision 2; and 475.66, subdivision 3; proposing coding for new law in
Minnesota Statutes, chapter 469; repealing Laws 1987, chapter 358, section
31.

Senate File No. 1963 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 25, 1988

Mr. President:

I have the honor to announce that the House has adopted the recom-
mendation and report of the Conference Committee on House File No.
2008, and repassed said bill in accordance with the report of the Committee,
so adopted.

House File No. 2008 is herewith transmitted to the Senate.
Edward A. Burdick, Chief Clefk, House of Representatives

Transmitted April 25, 1988
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CONFERENCE COMMITTEE REPORT ON H.E NO. 2008

A bill for an act relating to elections; clarifying certain public campaign
financing limits; amending Minnesota Statutes 1986, section 10A.25, sub-
division 10; Minnesota Statutes 1987 Supplement, sections 10A.255, sub-
division 1; 10A.32, subdivision 3; repealing Minnesota Statutes 1936,
section 10A.32, subdivision 3b.

April 25, 1988

The Honorable Robert Vanasek
Speaker of the House of Representatives

The Honorable Jerome M. Hughes
President of the Senate

We, the undersigned conferees for HE No. 2008, report that we have
agreed upon the items in dispute and recommend as follows:

That the House concur in the Senate amendment and that H.E No. 2008
be further amended as follows:

Delete everything after the enacting clause and insert:

“Section 1. Minnesota Statutes 1986, section 10A.15, is amended by
adding a subdivision to read: o

Subd. 3b. [BY INDIVIDUAL MEMBERS OF POLITICAL FUND OR
COMMITTEE.] Contributions made to a candidate or principal campaign
committee by individual members of a political fund or committee that are
solicited by the political fund or committee must be reported as attributable
to the political fund or committee and count toward the contribution limits
of that fund or committee specified in section 10A .27, if the political fund
or committee was organized primarily to solicit or direct the contributions
of its members and to influence the nomination or election of a candidate.
The term “individual members” as used in this subdivision means a person
or entity who in any manner participates in or in any manner contributes
financially or otherwise to the activities of the political fund or committee.

Sec. 2. Minnesota Statutes 1986, section 10A.25, subdivision 10, 1s
amended to read:

Subd. 10. The expenditure limits imposed by this section apply only to
candidates whose opponenis agree to be bound by the limits and who
themselves agree to be bound by the limits as a condition of receiving a
public subsidy for their campaigns in the form of:

{8} An allocation of money from the state elections campaign fund: e+
@Gﬁdifﬁ&gaﬁstihemdueeﬁmdiﬂéuﬁswheeeﬂ&ibﬂietefhm

A candidate who agrees to be bound by the limits and receives a public
subsidy, who has an opponent who does not agree to be bound by the limits
but is otherwise eligible to receive a public subsidy, is no longer bound
by the limits but is still eligible to receive a public subsidy.

Sec. 3. Minnesota Statutes 1987 Supplement, section 10A.255, subdi-
vision 1, is amended to read:

Subdivision 1. [METHOD OF CALCULATION.] The dollar amounts
provided in section 10A.25, subdivision 2, must be adjusted for general
election years as provided in this section. By June 1 of the general election
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year, the executive director of the board shall determine the percentage
increase in the consumer price index from December of the year preceding
the last general election year to December of the year preceding the year
in which the determination is made. The dollar amounts used for the pre-
ceding general election year must be multiplied by that percentage. The
product of the calculation must be added to each dollar amount to produce
the dollar limitations to be in effect for the next general election. The
product must be rounded up to the next highest whole dollar. The index
used must be the revised consumer price index for all urban consumers for
the St. Paul-Minneapolis metropolitan area prepared by the United States
Department of Labor with 1967 1982 as a base year. -

Sec. 4. Minnesota Statutes 1987 Supplement, section 10A.32, subdivi-
sion 3, is amended to read:

Subd. 3. As a condition of receiving any money from the state elections
campaign fund, a candidate shall agree by stating in writing to the board
that (a) the candidate’s expenditures and approved expenditures shall not
exceed the expenditure limits as set forth in section 10A.25 and that (b)
except for an amount equal to 25 percent of the expenditure limits set forth
insection I10A.25, but not exceeding $15,000, the candidate shall not accept
contributions or allow approved expenditures to be made on the candidate’s
behalf for the period beginning with January 1 of the election year or with
the registration of the candidate’s principal campaign committee, whichever
occurs later, and ending December 31 of the election year, which aggregate
contributions and approved expenditures exceed the difference between the
amount in exeess of 25 percent of the expenditure Hmits set forth in section
0A-25; but not exceeding $15-000; which may legally be expended by
or for the candidate, and the amount which the candidate receives from the
state elections campaign fund. The agreement, insofar as it relates to the
expenditure limits set forth in section 10A.25, remains effective until the
dissolution of the principal campaign committee of the candidate or the
opening of filings for the next succeeding election to the office held or
sought at the time of agreement, whichever occurs first. Money in the
account of the principal campaign committee of a candidate on January 1
of the election year for the office held or sought shall be considered con-
tributions accepted by that candidate in that year for the purposes of this
subdivision. That amount of all contributions accepted by a candidate in
an election year which equals the amount of noncampaign disbursements
and contributions and expenditures to promote or defeat a ballot question
which are made by that candidate in that year shall not count toward the
aggregate contributions and approved expenditure limit imposed by this
subdivision. Except for an amount equal to 25 percent of the expenditure
limits set forth in section 10A.25, but not exceeding $15,000, any amount
by which the aggregate contributions and approved expenditures agreed to
under clause (b) exceed the difference shall be returned to the state treasurer
in the manner provided in subdivision 2. In no case shall the amount
returned exceed the amount received from the state elections campaign
fund.

The candidate may submit the signed agreement to the filing officer on
the day of filing the affidavit of candidacy or petition to appear on the
ballot, or to the board no later than September 1.

The board prior to the first day of filing for office shall forward forms
for the agreement to all filing otficers. The filing officer shall without delay
forward signed agreements to the board. An agreement may not be rescinded
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after September 1.

Before the first day of filing for office. the board shall also forward a
copy of section 2 to all filing officers. Before September 1, the filing officer
shall provide a copy of section 2 to each candidate who files an affidavit
of candidacy or whose name is to appear on the ballot by petition,

For the purposes of this subdivision only, the total amount to be distrib-
uted to each candidate is calculated to be the candidate’s share of the total
estimated funds in the candidate’s party account as provided in subdivision
3a, plus the total amount estimated as provided in subdivision 3a to be in
the general account of the state elections campaign fund and set aside for
that office divided by the number of candidates whose names are to appear
on the general election ballot for that office. If for any reason the amount
actually received by the candidate is greater than the candidate’s share of
the estimate, and the contributions thereby exceed the difference, the agree-
ment shall not be considered violated.

Sec. 5. [REPEALER.]

Minnesota Statutes 1986, section 10A.32, subdivision 3b, is repealed.
Sec. 6. [EFFECTIVE DATE.]

Sections I to 5 are effective the day following final enactment.”
Delete the title and insert:

“A bill for an act relating to elections; clarifying certain public campaign
financing limits; amending Minnesota Statutes 1986, sections 10A.15, by
adding a subdivision; and 10A.25, subdivision 10; Minnesota Statutes 1987
Supplement, sections 10A.255, subdivision 1; and 10A.32, subdivision 3;
repealing Minnesota Statutes 1986, section 10A.32, subdivision 3b.”

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

House Conferees: (Signed) Alice M. Johnson, Paul Anders Ogren, Joseph
Quinn '

Senate Conferees: (Signed) Don Frank, William P Luther

Mr. Frank moved that the foregoing recommendations and Conference
Committee Report on H.E No. 2008 be now adopted, and that the bill be
repassed as amended by the Conference Committee.

Mr. Benson moved that the recommendations and Conference Committee
Report on H.E No. 2008 be rejected and that the bill be re-referred to the
Conference Committee as formerly constituted for further consideration.

CALL OF THE SENATE

Mr. Frank imposed a call of the Senate for the balance of the proceedings
on H.E No. 2008, The Sergeant at Arms was instructed to bring in the
absent members.

The question was taken on the adoption of the motion of Mr. Benson.
The roll was called, and there were yeas 28 and nays 35, as follows:

Those who voted in the affirmative were:
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Anderson Brataas Johnson, D.E. Merriam Renneke
Belanger Dahl Knaak Moe, DM. Storm
Benson Decker Knutsen Olson Taylor
Berg Frederick Larson Peterson, R.W. Waldorf
Bernhagen Frederickson, D.R. McQuaid Pogemiller
Bertram Gustafson Mehrkens Ramstad

Those who voted in the negative were:
Adkins Dicklich Jude Metzen Reichgott
Beckman Diessner Kroening Moe, R.D. Schmitz
Berglin Frank Langseth Morse Solon
Brandl Frederickson, D.J. Lantry Novak Spear
Chmielewski Freeman Lessard Peterson, D.C. Ssumpf
Davis Hughes Luther Piper Vickerman
DeCramer Johnson, D.J. Marty Purfeerst Wegscheid

The motion did not prevail.
The question recurred on the motion of Mr. Frank. The motion prevailed.

H.E No. 2008 was read the third time, as amended by the Conference
Committee, and placed on its repassage.

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

The roll was called, and there were yeas 34 and nays 30, as follows:
Those who voted in the affirmative were:

Adkins Diessner Kroening Moe, R.D. Reichgott
Beckman Frank Langseth Morse Schmitz
Berglin Frederickson, D.J. Lantry Novak Solon
Bertram Freeman Lessard Pehler Spear
Brandl Hughes Luther Peterson, D.C. Stumpf
Davis Johnson, D.J. Marry Piper Vickerman
Dicklich Jude Merriam Purfeerst

Those who voted in the negative were:
Anderson Chmielewski Gustafson McQuaid Ramstad
Belanger Dahl Johnson, D.E. Mehrkens Renneke
Benson Decker Knaak Moe, D.M. Storm
Berg DeCramer Knutson Olson Taylor
Bernhagen Frederick Laidig Peterson, R.W Waldorf
Brataas Frederickson, D.R. Larson Pogemilier Wegscheid

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

S.E No. 2292: Messrs. Chmielewski, Lessard and Peterson, R.W.

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



93RDDAY] ™ .  MONDAY, APRIL 25, 1988 _, 8459

MOTIONS AND RESOLUTIONS CONTINUED

Mr. Metzen moved that the name of Mt Merriam be added as a co-
author to S.E No. 2452. The motion prevailed.

Mr. Bertram introduced —

Senate Resolution No. 155: A Senate resolution commending Roger
Holm for being selected 1988 Teacher of the Year in the Holdmgford School
District.

Referred to the Committee on Rules and Administration.

RECESS

Mt Moe, R.D. moved that the Senate do noW recess until 1:15 a.m. The
motion prevailed.

The hour of 1:15 a.m. having arrived, the President called the Senate to
order.

CALL OF THE SENATE

Mr. Moe, R.D. imposed a call of the Senate for the balance of the
proceedings on S.F No. 1304. The Sergeant at Arms was instructed to
bring in the absent members.

MOTIONS AND RESQLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and
Resolutions, the Senate reverted to the Order of Business of Messages
From the House.

MESSAGES FROM THE HOUSE
Mzr. 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. 1304: A bill for an act relating to workers' compensation; pro-
viding a presumption for finding an occupational disease in the case of
firefighters having a disabling cancer; amending Minnesota Statutes 1986,
section 176.011, subdivision 15.

Senate File No. 1304 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 25, 1988

CONCURRENCE AND REPASSAGE

Mr. Merriam moved that the Senate concur in the amendments by the
House to S.FE No. 1304 and that the bill be placed on its repassage as
amended.

Mr. Berg moved that the Senate do not concur in the amendments by
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the House to S.F No. 1304, 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 question was taken on the adoption of the motion of Mr. Berg.-
The 10ll was called, and there were yeas 38 and nays 27, as follows:

Those who voted in the affirmative were:

Adkins Davis Johnson, D.E. McQuaid Solon
Anderson Decker Jude Mehrkens Storm
Belanger DeCramer Knaak Morse Stumpf
Benson Diessner Knutson Olson Taylor
Berg Frederick Laidig Purfeerst Vickerman
Bernhagen Frederickson, D.). Langseth Ramstad Wegscheid
Bertram Frederickson, D.R. Larson Renneke

Brataas Gustafson Lessard Schmitz

Those who voted in the negative were:

Beckman Frank Luther Novak Reichgott
Berglin Freeman Marty Pehler Spear
Brand! Hughes Merriam Peterson, D.C. Waldorf
Chmielewski Johnson, DI Metzen Peterson, R. W

Dahl Kroening Moe, D.M. Piper

Dicklich Lantry Moe, R.D. Pogemiller

The motion prevailed.

MESSAGES FROM THE HOUSE - CONTINUED
Mr. President:

I have the honor to announce that the House has adopted the recom-
mendation and report of the Conference Committee on House File No.
2590, and repassed said bill in accordance with the report of the Committee,
so adopted.

House File No. 2590 is herewith transmitted to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives
Transmitted April 25, 1988

CONFERENCE COMMITTEE REPORT ON H.F. NO. 2590

A bill for an act relating to the financing of government in Minnesota;
changing tax rates and bases; modifying the administration, collection, and
enforcement of taxes; imposing taxes; changing the computation, admin-
istration, and payment of aids, credits, and refunds; limiting taxing powers;
transferring and imposing governmental powers and duties; making tech-
nical corrections and clarifications; providing bonding authority to Hen-
nepin County; imposing penalties; appropriating money and reducing
appropriations; amending Minnesota Statutes 1986, sections 69.031, sub-
division 3; 168.011, subdivision 8; 168.012, subdivision 9; 237.075, sub-
division 8; 240.01, by adding a subdivision; 240.13, subdivisions 4 and
6; 240.15, subdivisions 1, 3, and 6; 240.18; 270.075, subdivision 2; 270.41;
270.70, subdivision 1; 271.01, subdivision 5; 273.03, subdivision 1; 273.061,
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subdivision 2; 273.112, subdivisions 3 and 6; 273.121; 273.124, subdi-
visions 1 and 6; 273.13, by adding a subdivision; 273.40; 279.01, sub-
division 3; 287.21, by adding a subdivision; 290.01, by adding a subdivision;
290.06, by adding subdivisions; 290.39, by adding a subdivision; 290.50,
subdivision 3; 290.92, subdivisions 2a and 21; 290.931, subdivision 1;
290.934, subdivisions 1, 3; and by adding a subdivision; 290A.03, sub-
division 7; 297.01, by adding a subdivision; 297.03, subdivision 12, and
by adding a subdivision; 297.041, subdivision 1; 297.06, subdivisions 1,
2, 3, and by adding a subdivision; 297.08, subdivision 1; 297.12, subdi-
vision 1; 297.35, by adding a subdivision; 297A.02, subdivision 4; 297A.15,
subdivisions | and 5; 297A.16; 297A.17; 297A.21; 297A.25, subdivisions
5, 8, 27, and by adding subdivisions; 297A.256; 297C.02, subdivisions 3
and 4; 297C.03, by adding a subdivision; 297C.07; 297D.08; 298.223;
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 1, and by adding subdivisions; 375.192, subdivision 1; 375.83;
473.167, subdivisions 2, 3, and by adding subdivisions; 473.249, subdi-
vision 1, and by adding a subdivision; 473.446, subdivision 3, and by
adding a subdivision; 473.711, subdivision 2, and by adding a subdivision;
473.843, subdivision 2; 477A.011, subdivision 11, and by adding a sub-
division; and 477A.015; Minnesota Statutes 1987 Supplement, sections
16A.1541; 60A.15, subdivision 1; 60E.04, subdivision 4; 69.021, subdi-
vision 5; 69.54; 124.155, subdivision 2; 124A.02, subdivisions 3a and 11;
240.13, subdivision 5; 270.485; 272.02, subdivision 1; 272.115, subdi-
vision 4; 272.121; 273.061, subdivision 1; 273.1195; 273.123, subdivi-
sions 4 and 5; 273.124, subdivisions 11 and 13; 273.13, subdivisions 23,
24, and 25; 273.1335, subdivision 2; 273.1391, subdivision 2; 273.1392;
273.1393; 273.1397, subdivision 2; 273.165, subdivision 2; 273.42, sub-
division 2; 274.01, subdivision 1; 274.19, subdivisions 1, 2, 3, 4, 6, 7,
and 8; 275.07, subdivision 1; 275.50, subdivision 2; 275.51, subdivision
3h; 276.04; 279.01, subdivision 1; 290.01, subdivisions 3a, 4, 7, 19, 19a,
19b, 19¢, 19d, 19¢, and 20; 290.015, subdivisions 1, 2, 3, and 4; 290.06,
subdivisions 1, 2c, and 21; 290.081; 290.092, subdivisions 3, 4, 5, and
by adding a subdivision; 290.095, subdivisions 1, 3, and by adding a
subdivision; 290.10; 290.17, subdivision 2; 290.191, subdivisions 6 and
11; 290.21, subdivisions 3 and 4; 290.35, subdivision 2; 290.371, sub-
divisions 1, 3, 4, and 5; 290.38; 290.41, subdivision 2; 290.92, subdivi-
sions 7 and 15; 290,934, subdivision 2; 290.9725; 290A.03, subdivisions
3, 13, 14, and 15; 290A.04, subdivision 2; 290A.06; 295.32; 295.34,
subdivision 1; 297.01, subdivisions 7 and 14; 297.03, subdivision 6; 297.11,
subdivision 5; 297A.01, subdivision 3; 297A.212; 297A .25, subdivisions
3and 11; 297B.03; 297C.04; 298.2213, subdivision 3; 299.01, subdivision
1: 349.212, subdivisions 1 and 4; 349.2121, subdivisions 4a and 10; 349.2122;
349.2123; 469.174, subdivision 10; 469.175, subdivisions 1, 2, 3, 4, and
by adding a subdivision; 469.176, subdivisions 1, 4, and 6; 469.177,
subdivisions 1, 3, 4, and by adding subdivisions; 473.446, subdivision {;
475.53, subdivision 4; 475.61, subdivision 3; 477A.012, subdivision 1;
and 508.25; Laws 1987, chapter 268, article 6, sections 19, 53, and 54,
and article 8, section 9; proposing coding for new law in Minnesota Statutes,
chapters 270; 273; 275; 290; 290A; 297, 297C,; 298; 349; and 424 A repeal-
ing Minnesota Statutes 1986, sections 272.64; 273.13, subdivisions 7a and
30; 275.035; 275.49; 290.07, subdivisions 3 and 6; 290.11; 290.12, as
amended: 290.131, as amended; 290.132, as amended; 290.133, as amended,;
290.134, as amended; 290.135, as amended; 290.136, as amended; 290.138,
as amended; 290.934, subdivision 4; 297A.15; subdivision 2; 297C.03,
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subdivision 5; 298.401; and 299.013; Minnesota Statutes 1987 Supplement,
sections 273.1195; 273.13, subdivision 15a; 273.1394; 273.1395; 273.1396;
273.1397;275.081;275.082;275.125, subdivision 22; 290.06, subdivision
20; 290.077, subdivision 1; 290.14; 290.371, subdivision 2; 290A.04,
subdivisions 2a and 2b; 296.02, subdivisions 2a and 2b; and 296.025,
subdivisions 2a and 2b; Laws 1987, chapter 268, article 3, section 11; and
article 5, section 4.

April 25, 1988

The Honorable Robert Vanasek
Speaker of the House of Representatives

‘The Honorable Jerome M. Hughes
President of the Senate

We, the undersigned conferees for H.E No. 2590, report that we have
agreed upon the items in dispute and recommend as follows:

That the Senate recede from its amendment and that H.F No. 2590 be
further amended as follows:

Delete everything after the enacting clause and insert:
“ARTICLE |
INDIVIDUAL INCOME TAX

Section 1. Minnesota Statutes 1987 Supplement, section 290.01, sub-
division 3a, is amended to read:

Subd. 3a. [TRUST.] The term “trust” has the meaning given & provided
under the Internal Revenue Code of 1986, as amended through December
31, 986 1987.

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

Subd. 7. [RESIDENT.] The term “resident” means (1) any individual
domiciled in Minnesota, except that an individual is not a “resident” for
the period of time that the individual is a “qualified individual” as defined
in section 911(dX 1) of the Internal Revenue Code of 1986, as amended
through December 31, 1986, unless, during that period, a Minnesota home-
stead application is filed for property in which the individual has an interest;
and (2) any individual 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 19a, is amended to read:

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

(1)(i) interest income on obligations of any state other than Minnesota
or a political or governmental subdivision, municipality, or governmental
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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

(i) exempt-interest dividends as defined in section 852(b)(5)A7 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
exempt-interest dividends from such Minnesota sources paid to all share-
holders represents 95 percent or more of the exempt-interest dividends that
are paid by the fund o series of funds regulared 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. o

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:

(1) interest income on obligations of any authority, commission, or instru-
mentality of the United States to the extent includable in taxable income
for federal income tax purposes but exempt from state income tax under
the laws of the United States; ‘

(2) if included in federal taxable income, the amount of any overpayment
of income tax to Minnesota or to any other state, for any previous taxable
year, whether the amount is received as a refund or as a credit to another
taxable year's income tax liability; and

(3) the amount paid to others not to exceed $650 for each dependent in
grades 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
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for, or transportation to, extracurricular activities including sporting events,
musical or dramatic events, speech activities, driver’s education, or similar
programs. In order to qualify for the subtraction under this clause the
taxpayer must elect to itemize deductions under section 63(e) of the Internal
Revenue Code of 1986, as amended through December 31, 1986;

(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
person that represent a return of contributions that were included in Min-
nesota gross income in the taxable year for which the contributions were
made but were deducted or were not included in the computation of federal
adjusted gross income. The distribution shall be allocated first to return
of contributions until the contributions included in Minnesota gross income
have been exhausted. This subtraction applies only to contributions made
in a taxable year prior to 1985;

{5} income as provided under section 10; and

(6) the amount of unrecovered accelerated cost recovery system deduc-
tions allowed under section 5.

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

Subd. 20g. [ACRS MODIFICATION FOR INDIVIDUALS.] (¢) An indi-
vidual is allowed a subtraction from federal taxable income for the amount
of accelerated cost recovery system deductions that were added to federal
adjusted gross income in computing Minnesota gross income for taxable
year 1981, 1982, 1983, or 1984 and that were not deducted in a later
taxable year. The deduction is allowed beginning in the first taxable year
after the entire allowable deduction for the property has been allowed
under federal law or the first taxable year beginning after December 31,
1987, whichever is later The amount of the deduction is computed by
deducting the amount added to federal adjusted gross income in computing
Minnesota gross income (less any deduction allowed under Minnesota
Statutes 1986, section 290.01, subdivision 20f) in equal annual amounts
over five years.

(b) In the event of a sale or exchange of the property, a deduction is
allowed equal to the lesser of (1) the remaining amount that would be
allowed as a deduction under paragraph (a) or (2) the amount of capital
gain recognized and the amount of cost recovery deductions that were
subject to recapture under sections 1245 and 1250 of the Internal Revenue
Code of 1986 for the taxable year.

(c) In the case of a corporation electing S corporation status under
section 1362 of the Internal Revenue Code, the amount of the corporation’s
cost recovery allowances that have been deducted in computing federal
tax, but have been added to federal taxable income or not deducted in
computing tax under this chapter as a result of the application of subdi-
vision 19e, paragraphs (a) and (¢} or Minnesota Statutes 1986, section
290.09, subdivision 7 is allowed as a deduction to the shareholders under
the provisions of paragraph (a).

Sec. 6. Minnesota Statutes 1987 Supplement, section 290.032, subdi-
vision 2, is amended to read:

Subd. 2. The amount of tax imposed by subdivision 1 shall be computed
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in the same way as the tax imposed under section 402(e) of the Internal
Revenue Code of 1986, as amended through December 31, 1986, except
that the initial separate tax shall be an amount equal to five times the tax
which would be imposed by section 290.06, subdivision 2c, if the recipient
was an unmarried individual, and the taxable net income was an amount
equal to one-fifth of the excess of

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

(11) the minimum distribution allowance, and except that references in
section 402(e) of the Internal Revenue Code of 1986, as amended through
December 31, 1986, to paragraph (1)(A) thereof shall instead be references
to subdivision 1, and the excess, if any, of the subtraction base amouni
over federal taxable income for a qualified individual as provided under
section 290.0802, subdivision 2.

Sec. 7. Minnesota Statutes 1987 Supplement, section 290.06, subdivi-
sion 2¢, i1s amended to read:

Subd. 2¢. [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:

Japuary 15 1988
not over $4-600 4 pereent
over $4-000; but net $160 plus 6 pereent of the
over $11-000 excess ever $4-000
over $H-000- but not $580 plus § pereent of the
over $24-000 excess over $H5000
over $21:000 $1-380 plus 9 pereent of

the exeess over 5
€3 For taxable years beginning after December 315 1987

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 eqaal te ten pereent of the tax paid by the taxpayer under
section He) of the Internal Revenve Code of 1986; as amended through

Peecember 3 1986 computed using the following schedule of rates:

if taxable income is: the tax is:
over 375,500, but not 0.5 percent of the
over $165,000 excess over $75,500
over $165,000 $447.50.

Married individuals filing separate returns, esiates, and trusts must
compute their income tax by applying the above rates to their taxable
income, except that the income brackets will be one-half of the above
SRIOURLES.
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(b) The income taxes imposed by this chapter upon unmarried individ-
uals—mamedméwd&&lsmmgsepaf&temfmﬁ—es&a&es—ﬂﬂd&&stsmust
be computed by applying to taxable net income the following schedule of
rates:

January 15 1988
not over $3;000 4 percent
ever $3-000; but net $120 plus 6 percent
over $0-000 of the excess ever $3-000
over $95000; but pot $480 plus & percent
over $16.000 of the excess over $0.000
over $16-000 $1-040 plus O percent

of the excess ever $16-000

if taxable income is: the tax is:
not over $13,000 6 percent
over $13,000 $780 plus 8 percent

of the excess over $13,000:

plus an amount egual te ten percent of the tax paid by the taxpayer under
seetion Hg) of the Internal Revenue Code of 1986; as amended through
Pecember 315 1986 Computed usmg the following schedule of rates:

if taxable income is. the tax is:
over $42,700, but not 0.5 percent of the
over $93,000 excess over $42,700
over $93,000 $251.50.

(c) The income taxes imposed by this chapter upon unmarried individuals
qualifying as a head of household as defined in section 2(b) of the Internal
Revenue Code of 1986, as amended through December 31, 4986 1987,
must be computed by applying to taxable net income the following schedule
of rates:

January 45 4988
not over $3-500 4 pereent
over $3-500; but not 3140 plus 6 percent
over $10-000- of the excess over $3-500
over $1H0;000; but not $530 plus § perecent
over $18:500 of the excess over $10;000
over $18:500 $1;210 phis 9 percent
: of the excess ever $18-500
if taxable income is: the tax is:
not over $16,000 - 6 percent
over $16,000 $960 plus 8 percent

of the excess over $16,0005.

plus an amount equal to ten pereent of the tax paid by the taxpayer under
seetion Hg) of the Internal Revenue Cede of 1986; as amended through

Pecember 31 1986 computed using the following schedule of rates:
if taxable income is: the tax is:
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over 364,300, 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 Lo the rates set forth in this
subdivision, the tax of any individual taxpayer whose taxable net income
for the taxable year is less than an amount determined by the commissioner
must be computed in accordance with tables prepared and issued by the
commissioner of revenue based on income brackets of not more than $100.
The amount of tax for each bracket shall be computed at the rates set forth
in this subdivision, provided that the commissioner may disregard a frac-
tional part of a dollar unless it amounts to 50 cents or more, in which case
it may be increased to $1.

(e) An individual who is not a Minnesota resident for the entire year
must 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;

(1) The numerator is the individual’s Minnesota seureed source federal
adjusted gross income as defined in section 62 of the Internal Revenue
Code of 1986, as amended through December 31, 1986, after applying the
allocation and assignability provisions of section 290.081, clause (a), or
290.17; and

(2} the denominator is the individual’s federal adjusted gross income as
defined in section 62 of the Internal Revenue Code of 1986, as amended
through December 31, 1986 /987, increased by the addition required for
interest income from non-Minnesota state and municipal bonds under sec-
tion 290.01, subdivision 19a, clause (1).

(f) Any individual who has income which is included in the computation
of federal adjusted gross income but is not subject to tax by Minnesota
other than income specifically allowed as a subtraction under section
290.01, subdivision 19b, shall compute the tax in the same manner described
in paragraph (¢). 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. 8. Minnesota Statutes 1986, section 290.06, is amended by adding
a subdivision to read:

Subd. 22. {CREDIT FOR TAXES PAID TO ANOTHER STATE.] (a) A
taxpayer who is liable for taxes on or measured by net income 1o another
state or province or territory of Canada, as provided in paragraphs (b)
through (f), upon income allocated or apportioned to Minnesota, is entitled
to a credit for the tax paid to another state or province or territory of
Canada if the rax is actually paid in the taxable year or a subsequent
taxable year. A taxpayer who is a resident of this state pursuant to section
290.01, subdivision 7a, clause (b} and who is subject to income tax as a
resident in the state of the individual’s domicile is not allowed this credit
unless the state of domicile does not allow a similar credit.

(b) For an individual, estate, or trust, the credit is determined by mul-
tiplying the tax payable under this chapter by the ratio derived by dividing
the income subject to tax in the other state or province or territory of
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
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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 290.17.

(c) If the taxpayer is an athletic team that apportions all of its income
under section 290.17, subdivision 5, paragraph (a), the credit is deter-
mined by multiplving the tax payable under this chapter by the ratio derived
from dividing the total net income subject to tax in the other state or
province or territory of Canada by the taxpayer's Minnesota taxable income.

(d) The credit determined under paragraph (&) 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 tax under this chapter, nor shall the allow-
ance of the credit reduce the taxes paid under this chapter to an amount
less than what 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 tax in such other state or province or territory of Canada on
that same income after the Minnesota statute of limitations has expired,
the taxpayer shall receive a credit for that year under paragraph (a),
notwithstanding any statute of limitations to the contrary. The claim for
the credit must be 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. 9. Minnesota Statutes 1986, section 290.067, subdivision 1, is
amended to read:

Subdivision 1. [AMOUNT OF CREDIT.] A taxpayer may take as a credit
against the tax due from the taxpayer and a spouse, if any, under this chapter
an amount equal to the dependent care credit for which the taxpayer is
eligible pursuant to the provisions of section 21 of the Internal Revenue
Code subject to the limitations provided-in subdivision 2.

In the case of nonresident or part-year resident, the credit determined
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. 10. [290.0802] [SUBTRACTION FOR THE ELDERLY AND
DISABLED.]

Subdivision 1. [DEFINITIONS.] For purposes of this section, the fol-
lowing terms have the meanings given.

(a) ‘Adjusted gross income’ means federal adjusted gross income as
used in section 22(d) of the Internal Revenue Code for the taxable year
plus the ordinary income portion of a lump sum distribution as defined in
section 407(e) of the Internal Revenue code.

(b) “Disability income” means disability income as defined in section
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22(c)2)(B)(iii) of the Internal Revenue Code.

(c) “Internal Revenue Code” means the Internal Revenue Code of 1986,
as amended through December 31, 1987.

(d) “Nontaxable retirement and disability benefits” means the amount
of pension, annuity, or disability benefits that would be included in the
reduction under section 22(c)(3) of the Internal Revenue Code, but exclud-
ing tier one railroad retirement benefits.

{e) “Qualified individual” means a qualified individual as defined in
section 22(b) of the Internal Revenue Code.

Subd. 2. [SUBTRACTION.} (a) A qualified individual is allowed a sub-
traction from federal taxable income equal 1o the lesser of federal taxable
income or the individual's subtraction base amount. The excess of the
subtraction base amount over federal taxable income may be used to reduce
the amount of a lump sum distribution subject to tax under section 290.032.

(b)(1) The initial subtraction base amount equals

(i) 310,000 for a married taxpayer filing a joint return if a spouse is a
qualified individual,

(ii) $8,000 for a single taxpayer, and
(iif) $5,000 for a married taxpayer filing a separate federal return.

(2) The qualified individuals initial subtraction base amount, then, must
be reduced by the sum of nontaxable retirement and disability benefits and
one-half of the amount of adjusted gross income in excess of the following
thresholds:

(i) 815,000 for a marriéd taxpayer filing a joint return if both spouses
are qualified individuals, :

(ii) $12,000 for a single taxpayer or for a married couple filing a joint
return if only one spouse is a qualified individual, and

(iii) $7,500 for a married taxpayer filing a separate federal return.

(3) In the case of a qualified individual who is under the age of 65, the
maximum amount of the subtraction base may not exceed the taxpayer’s
disability income.

(4) The resulting amount is the subtraction base amount.

Subd. 3. [RESTRICTIONS; MARRIED COUPLES.] Except in the case
of a husband and wife who live apart at all times during the taxable year;
if the taxpayer is married at the close of the taxable year, the subtraction
under subdivision 2 is allowable only if the taxpayers file joint federal and
state income tax returns for the taxable year.

Sec. 11. Minnesota Statutes 1987 Supplement, section 290.081, is amended
to read: :

290.081 [INCOME OF NONRESIDENTS, RECIPROCITY: CREDIT
FEOR TAXES PAID TO ANOTHER STATE.]

(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
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such state allows a similar exclusion of compensation received by residents
of Minnesota for services performed therein; of

(b) H any taxpayer whe i & resident of this state; or a domestie cor-
peration of corpetation commereinlly domieiled therein: has become liable
for taxes on of measured by net ircome to another state or & provines of
territory of Canada upens if the taxpayer is an individual; or if the taxpayer
15 an athletic team and all of the team s ineomme 15 apportioned to Minnesota;
any income; of if i is a corporation; estates of trust; upon income derived
from the performance of personal or professienal serviees within sueh other
state of province ef tefriory of Canada and subjeet to taxation under this
chapter the taxpayer chall be entitled to a eredit against the amount of taxes
payable under this chapter; of such propertien thereof; as such gress income
subjeet to taxation in such state or provinee or territery of Canada bears
to the taxpayers entire gross ircome subject to taxation under this chapier
provided {1 that such eredit shall in ne event exceed the amount of tax
50 paid to such other state of province or territory of Canada on the gross
_inecome earned within sueh other state of province of territery of Canada
and subject to taxetion under this chapter; and (2} the allowanece of sueh
eredit shall not operate to reduce the taxes payable under this chapter to
an amount less than weuld have been payable i the gross income earned
in such other state or provifee of terriory of Canada had been excluded
i computing net income under this ehapter- A taxpayer whe is a resident
of this state pursuant to seetion 200-04- subdivision 7&; elause (2); and is
subjeet to income tax as a resident in the state of the individual’s domieile
% not allowed this eredit wnless the state of domicile does not allow a
similar eredt-

¢} The cemmissioner shall by rule determine with respeet to gross
meemee&medmawe&hesst&te&heapphe&ble&&useehhﬁseeﬂan—wmn
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 15 domiciled in Wisconsin.

() “Tax Se Paid™ as used in this seetion means taxes on of measured
by net income payable to another state of province or territory of Canada
pfeﬂded%haieuehm*isaet&aﬂypaidiﬂth&na*ab%eyeaﬁefsubsequem

taxable years-

Fer purposes of elause (b); where a Minnesota resident reported an Hem
of ineome to Minnesota and is assessed tak in apother state or 8 provinee
or territory of Canada on that same item of income efier the Minnesota
statute of lumitations has expired; the taxpayer shall be allowed to reeeive
-a etedit for that year based on elause (b); netwithstanding the provisions
of seetions 20049 290-50; and 290-56- For purposes of the preceding
sentence; the burden of preof shall be on the taxpayer te show entitlement
te a ereditc

€3 (c) For the purposes of clause {(a), whenever the Wisconsin tax on
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 shall be effective for all years
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beginning after December 31, 1972. The data used for computing the loss
to either state shall be determined on or before September 30 of the year
following the close of the previous calendar year.

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

If an agreement cannot be reached as to the amount of the loss, the
commissioner of revenue and the taxing official of the state of Wisconsin
shall each appoint a member of a board of arbitration and these members
shall appoint the third member of the board. The board shall select one of
its members as chair. Such board may administer oaths, take testimony,
subpoena witnesses, and require their attendance, require the production
of books, papers and documents, and hold hearings 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 deiermination 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
tnformation is to be released shall sign an agreement which provides that
the person will protect the confidentiality of the returns and information
revealed thereby to the extent that it is protected under the laws of the state
of Minnesota.

Sec. 12. Minnesota Statutes 1987 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)(1) Subject to paragraphs (a)}(2) and (a)(3), income from labor or
personal or professional services is assigned to this state if, and to the extent
that, the labor or services are performed within it; all other income from
such sources is treated as income from sources without this state.

(2} In the case of an individual who is a nonresident of Minnesota and
who is an athlete or entertainer, income from compensation for labor or
personal services performed 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
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
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who is a nonresident, and who is an athlete or entertainer not listed in
clause (1), for that person’s athletic or entertainment 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 or instrumentalities, 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 through
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 stock 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
the original cost of partnership tangible property everywhere, determined
at the time of the sale. If more than 50 percent of the value of the part-
nership’s assets consists of intangibles, gain or loss from the sale of the
partnership interest is allocated to this state in accordance with the sales
factor of the partnership for its first full tax period immediately preceding
the tax period of the partnership during which the partnership interest was
sold. :

Guain 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 “S8” 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 in paragraphs (a) to {e) and
not part of the taxpayer’s income from a trade or business shall be assigned
to the taxpayer’s domicile,

Sec. 13. Minnesota Statutes 1987 Supplement, section 290.38, 1s amended
to read:

290.38 [RETURNS OF MARRIED PERSONS. |



93RD DAY] MONDAY, APRIL 25, 1988 8473

A husband and wife must file a joint Minnesota income tax return if
they filed a joint federal income tax return. [f a joint return is made the
tax shall be computed on the aggregate income and the liability with respect
to the tax shall be joint and several; provided that a spouse who is relieved
of a liability attributable to a substantial underpayment under section
6013(e) of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1987, shall also be relieved of the state tax liability on the sub-
stantial underpayment. If the husband and wife have elected to file separate
federal income tax returns they must file separate Minnesota income tax
returns. This election to file a joint or separate returns must be changed
if they change their 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. 14. 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 partners
to file a composite return on behalf of nonresident partners who have no
other Minnesota source income. This compaosite 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.

{b) The computation of each partner’s tax liability will be determined
by multiplying the income allocated ro that partner by the highest rate
used to determine the tax liability for individuals under section 290.06,
subdivision 2c. Nonbusiness deductions, standard deductions, or personal
exemptions are not allowed.

fc) 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 source income
other than the income from the partnership and other electing partnerships.
If it is determined that the electing pariner has other Minnesota source
income, the inclusion of the income and tax liability for that partner under
this provision will not constitute a return to satisfy the requirements of
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 on which the composite return 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. :

fe) 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, @ composite estimate may be filed
in a manner similar to and containing the same information required under
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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. 15. Minnesota Statutes 1987 Supplement, section 290.41, subdi-
vision 2, is amended to read:

Subd. 2. [BY PERSONS, CORPORATIONS, COOPERATIVES, GOV-
ERNMENTAL ENTITIES OR SCHOOL DISTRICTS.] To the extent required
by section 6041 of the Internal Revenue Code of 1986, as amended through
December 31, 1986 1987, every person, corporation, or cooperative, the
state of Minnesota and its political subdivisions, and every city, county and
school district in Minnesota, making payments in the regular course of a
trade or business during the taxable year to any person or corporation of
$600 or more on account of rents or royalties, or of $10 or more on account
of interest, or $10 or more on account of dividends or patronage dividends,
or $600 or more on account of either wages, salaries, commissions, fees,
prizes, awards, pensions, .annuities, or any other fixed or determinable
gains, profits or income, not otherwise reportable under section 290.92,
subdivision 7, or on account of earnings of $10 or more 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 31, 4986 7987) in respect to such payments in excess of the
amounts specified, giving the names and addresses of the persons to whom
such payments were made, the amounts paid to each, and (b) shall make a
return in respect to the total number of such payments and total amount
of such-payments, for each category of income specified, which were in
excess of the amounts specified. This subdivision shall not apply to the
payment of interest or dividends to a person who was a nonresident of
Minnesota for the entire year.

A person, corporation, or cooperative required to file returns under this
subdivision ea imterest; dividends; or patronage dividend payments with
respeet to more than 50 payees for any ealendar year must file all of these
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returns on magnetic media if the media were used to satisfy the federal
reporting requirement under section 601 1(¢) of the Internal Revenue Code
of 1986, as amended through December 31, 1987, unless the person estab-
lishes to the satisfaction of the commissioner that compliance with this
requirement would be an undue hardship.

Sec. 16. 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,
title 11, 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 morrgage, 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 taxable income or in the computation of the
alternative minimum taxable income under section 290.091 for purposes
of the alternative minimum tax. The amount of the exemption is limited to
the excess of the taxpayer’s (1) liabilities over (2) the total assets and any
exclusion claimed under section 108 of the Internal Revenue Code of 1986,
as amended through December 31, 1987, determined immediately before
application of this paragraph.

{c) For purposes of this section, any tax due under 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. 17. Minnesota Statutes 1987 Supplement section 290.92, subdi-
vision 7, is amended to read:

Subd. 7. [WITHHOLDING STATEMENT TO EMPLOYEE OR PAYEE
AND TO COMMISSIONER.] (1) Every person required to deduct and
withhold from an employee a tax under subdivision 2a or 3, or section
260.923, 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 1o
subdivision 19, if the employee or payee had claimed no more than one
withholding exemption, or who paid wages or made payments not subject
to withholding under subdivision 2a or 3, or section 290.923, subdivision
2, to an employee or person receiving royalty payments in excess of $600,
or who has entered into a voluntary withholding agreement with a payee
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 '



8476 JOURNAL OF THE SENATE [93RD DAY

calendar year, on or before January 31 of the succeeding year, or, if employ-
ment is terminated before the close of such calendar year, within 30 days
after the date of receipt of a written request from the employee if the 30-
day period ends before January 31, a written statement showing the following:

(a) Name of such person,

(b) The name of the employee or payee and the employee’s or payee’s
social security account number,

(c) The total amount of wages as that term is defined in subdivision 1(1),
and/or the total amount of remuneration subject to withholding pursuant
to subdivision 20, and the amount of sick pay as required under section
6051(f) of the Internal Revenue Code of 1954 1986, as amended through
December 31, 1985 1987,

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

{2) The statement required to be furnished by this subdivision in respect
of any remuneration shall be furnished at such other times, shatl 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
statements for the calendar year (including a reconciliation of the quarterly
returns required to be filed pursuant to subdivision 6), shall be filed with
the commissioner on or before February 28 of the year after the payments
were made.

(5) The employer must submit the statements required to be sent to the
commissioner on magnetic media, if the media were required to satisfy the
federal reporting requirements pursuant to section 6011(e) of the Internal
Revenue Code of 1986, as amended through December 31, 1987, and the
regulations issued under it.

Sec. 18. Minnesota Statutes 1987 Supplement, section 290.92, subdi-
vision 15, is amended to read:

Subd. 15. [PENALTIES; FAILURE TO PAY TAX.] (1) In the case of
any failure to withhold a tax on wages, or make payments to or deposits
with the commissioner of amounts withheld, as required by this section,
within the time prescribed by law, there shall be added to the tax a penalty
equal to three percent of the amount of tax that should have been 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 excceding 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
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.
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(1a) In the case of a failure to make and file quarterly returns with the
commissioner as required by this section, there shall be added to the tax
a penalty equal to three percent of the amount of tax not properly withheld
and paid over to or deposited with the commissioner if the failure is for
not more than 30 days with an additional five percent of the amount of tax
remaining unpaid 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.

(1b) In the case of a failure to file a return of tax imposed by thls 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 (1a} shall not be less than the lesser of (i} $200; or (ii) the greater
of (a) 25 percent of the amount required to be shown as tax on the return
without reduction for any payments made or refundable credits allowable
against the tax or (b) $50.

(1¢) Where penalties are imposed under paragraphs (1) and (la), except
for the minimum penalty under paragraph (ib), the combined penalty per-
centage shall not exceed 38 percent in the aggregate.

(2) If any employer required to withhold a tax on wages, make deposits,
make and file quarterly returns and make payments to the commissioner
of amounts withheld, as required by sections 290.92 to 290.97, willfully
fails to withhold the tax or make the deposits, files a false or fraudulent
return, willfully fails to make the payment or deposit, or willfully attempts
in any manner to evade or defeat the tax or the payment or deposit of it,
there shall also be imposed on the employer as a penalty an amount equal
to 50 percent of the amount of tax, less any amount paid or deposited by

“the employer on the basis of the false or fraudulent return or deposit, that
should have been properly withheld and paid over or deposited with the
commissioner. The amount of the tax together with this amount shall bear
interest at the rate specified in section 270.75 from the time the tax should
have been paid until paid. The penalty imposed by this paragraph shall be
collected as a part of the tax, and shall be in addition to any other penalties
civil and criminal, prescribed by this subdivision.

(3) If any person required under the provisions of subdivision 7 to furnish
a statement to an employee or payee and a duplicate statement to the
commissioner, or to furnish a reconciliation of the statements, and quarterly
returns, to the commissioner, willfully furnishes a false or fraudulent state-
ment to an employee or payee or a false or fraudulent duplicate statement
or reconciliation of statements, and quarterly returas, 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 alt such
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).
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(4) In addition to any other penalties prescribed, any person required to
withhold a tax on wages, file quarterly returns, and make paymenis or
deposits to the commissioner of amounts withheld, as required by this
section, who attempts to evade the tax by (i) willfully failing to withhold
the tax, file the return, or make the payment or deposit, or (i) willfully
preparing or filing a false return, is guilty of a gross misdemeanor unless
the 1ax 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 required
by the provisions of subdivision 7, or rules prescribed by the commissioner

-thereunder, is guilty of a gross misdemeanor.

{6) Any employee required to supply information to an employer under
the provisions of subdivisien subdivisions 4a and 5, who wilifully 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 penaities, 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 (1)(a), (1}(b), or (2} is liable
to the commissioner of revenue for a penalty of $50 for each instance. The
penalty is immediately due and payable and may be collected in the manner
provided in subdivision 6, paragraph (8).

(11) Any person who willfully aids or assists in, or procures, counsels,
or advises the preparation or presentation under, or in connection with any
matter arising under this section, of a return, affidavit, claim, or other
document, which is frandulent or false as to any material matter, whether
or not the falsity or fraud is with the knowledge or consent of the person
authorized or required to present the 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
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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. 19. Minnesota Statutes 1986, section 290.92, subdivision 21, is
amended to read:

Subd. 21. [EXTENSION OF WITHHOLDING TO UNEMPLOYMENT
COMPENSATION BENEFITS.] (a) At the time an individual makes a claim
for unemployment compensation benefits, the commissioner of jobs and
training must notify the individual that the individual's unemployment com-
pensation may be subject to state income taxes depending on the individ-
ual’s other income and that the individual may elect to have the payments
subject to withholding under this section: If the individual so requests,
unemplovment compensation benefits paid to the individual shall be treated
as If it were a payment of wages by an employer to an employee for a
payroll period.

{b) For purposes of this section, any supplemental unemployment com-
pensation benefit paid to an individual to the extent includable in such
individual s Minnesota gross income, shall be treated as if it were a payment
of wages by an employer to an employee for a payroll period.

Sec. 20. [ESTIMATED TAX EXCEFPTION FOR 1987.]

For taxable years beginning after December 31, 1986, but beginning
before January I, 1988, the required amount of the annual payment of the
current year's tax in determining the underpayment in Minnesota Statutes,
section 290.93, subdivision 10, paragraph (4), clause (a), shall be 80
percent instead of 90 percent and the penalty shall also be reduced by the
ratio by which the salary income subject to withholding bears to the federal
adjusted gross income for 1987 as determined under section 62 of the
Internal Revenue Code of 1986, as amended through December 31, 1987,

Sec. 21. [REPEALER.]

Minnesota Statutes 1987 Supplement, sections 290 06, subd:ws:on 20;
and 290.077, subdivision 1, are repealed.

Sec. 22. [EFFECTIVE DATES.]

Except as otherwise provided, sections | to 3 and 16 are effective for
taxable years beginning after December 31, 1986. Sections 5, 7 to 12,
14,15, 17, and 21 are effective for taxable years beginning after December
31, 1987. The deduction allowed under section 4, clause (4) and the ability
of surviving spouses to use the married filing joint rates in section 7 are
effective for taxable years beginning after December 31, 1986. The rest
of sections 4 and 7 are effective for taxable years beginning after December
31, 1987 . Section 13 is effective for taxable years beginning after Decem-
ber 31, 1984. Section 18 is effective the day following final enactment.

ARTICLE 2
BUSINESS TAXES

Section 1. Minnesota Statutes 1987 Supplement, section 60A.15, sub-
division 1, is amended to read:

Subdivision 1. [DOMESTIC AND FOREIGN COMPANIES.] (a) On or
before April 15, June 15, and December 15 of each year, every domestic
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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, {ii) writing life insurance, or (iii}) whose total assets ait 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, (ii) writing life
insurance, or (iif) whose total assets at the end of the preceding calendar
vear exceed $1,600,000,000, the installments must be based on an amount
equal to the following percentages of the premiums described in paragraph

(b):

{1) for premiums paid after December 31, 1987, and before January I,
1989, 1.5 percent;

{2) for premiums paid after December 31, 1988, and before January 1,
1992, one percent; and

(3) for premiums paid after December 31, 1991, one-half of one percent.

(b} Installments under paragraph (a) are percentages of gross premiums
less return premiums on all direct business received by # the insurer in
this state, or by its agents for it, in cash or otherwise, during such year,
excepting 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
€a) (I} the total tax paid during the previous calendar year or ¢b3 (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 fereign admitted other insurers.

(b) To the extent agents or brokers are utilized, they shall report and pay
the taxes for the premiums for risks which they have placed with or on
behalf of a risk retention group not chartered in this state. The agents or
brokers are subject to the provisions of sections 60A.195 to 60A.209.

(c) To the extent agents or brokers are not utilized or fail to pay the tax,
each risk retention group shall pay the tax for risks insured within the state.
Each risk retention group shall report all premiums paid to it for risks
insured within the state and shall be subject to the same interest, fines,
and penalties for nonpayment as that applicable to foreign admitred insurers.

Sec. 3. Minnesota Statutes 1986, section 62E. 13, is amended by adding
a subdivision to read:

Subd. 10. Premiums received by the writing carrier for the comprehen-
sive health insurance plan are exempt from the provisions of section 60A.15.
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Sec. 4. 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
percent of the premiums reported to the commissioner by insurers on the
Minnesota Aid to Police Premium Report. The amount for apportionment
in respeet to frefighters state aid shell rot be greater or lesser than the
amouht of prefmiuin taxes paid to the state upen the premiums reported to
the eommissioner by insurers on the Minneseta Hiretown Premiuvm Report
after subtracting This amount shall be reduced by the amount required to
pay the state auditor’s costs and expenses of the audits or exams of the
firefighters relief associations. 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 subtract-
ing 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 appor-
tionment in respect to police state aid shall be distributed to the munici-
palities 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. 5. ancsota 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
ot exceeding the tax .

Sec. 6. 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 290.21, sub-
division 3, clause (b) or (e). Only 50 percent of the qualified contributions
shall be allowed as operating expenses.

Sec. 7. Minnesota Statutes 1987 Supplement, section 290.01, subdi\}i-
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 Minnesota or vnder its laws: and the term
Lforeian™ when thus applied means & eorporation other than a domestic
corperation the United States, or under the laws of the United States or
of any state, the District of Columbia, or any political subdivision of any
of the foregoing but not including the commonwealth of Puerto Rico, or
any possession of the United States;

(2) which qualifies as a DISC, as defined in section 992(a) of the Internal
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Revenue Code of 1954, as amended through December 31, 1985, or

(3) which qualifies as a FSC, as defined in section 922 of the Internal
Revenue Code of 1986, as amended through December 31, 1987,

Sec. 8. Minnesota Statutes 1986, section 290.01, is amended by adding
a subdivision to read:

Subd. 5a. [FOREIGN CORPORATION.] The term “foreign,” when applied
to a corporation, means a corporation other than a domestic corporation.

Sec. 9. Minnesota Statutes 1986, section 290.01, is amended by adding
a subdivision to read:

Subd. 6b. [FOREIGN OPERATING CORPORATION.] The term “foreign’
operating corporation,” when applied io a corporation, means a domestic
corporation 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 commonwealth of Puerto Rico and possessions of the United
States, as determined under section 290.191 or 290.20, is 20 percent or
less; or (ii) it has in effect a valid election under section 936 of the Internal
Revenue Code of 1986, as amended through December 31, 1987,

Sec. 10. 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 19f.

In the case of a regulated investment company or a fund thereof, as
defined in section 851(a) or 851(q) of the Internal Revenue Code, federal
taxable income means investment company taxable income as defined in
section 852(bX2) 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 aliowing a deduction for capital
gain dividends and exempi-interest dividends as defined in sections
B52(b)3)(C) and 852(b)(5) of the Internal Revenue Code.

The Internal Revenue Code of 1986, as amended through December 31,
1986, shall be in effect for taxable years beginning after December 31,
1986.

Except as otherwise provided, references to the Internal Revenue Code
in subdivisions 19a to 19f mean the code in effect for purposes of deter-
mining net income for the applicable year.

Sec. 11. Minnesota Statutes 1987 Supplement, section 290.01, subdi-
vision 19¢, is amended to read: ‘

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

(1) the amount of any deduction taken for federal income tax purposes
for income, excise, or franchise taxes based on net income or related min-
imum taxes paid by the corporation to Minnesota, another state, a political
subdivision of another state, the District of Columbia, or any foreign country
or possession of the United States;

(2) interest not subject to federal tax upon obligations of: the United
States, its possessions, its agencies; or its instrumentalitics to the extent
the oblizations are net subjeet to federel tax; the state of Minnesota or any
other state, any of its political or governmental subdivisions, any of its
municipalities, or any of its governmental agencies or instrumentalities; or
the District of Columbia,

(3) exempt interest exempi-interest dividends received as defined in sec-
tion 852(b)(5) of the Internal Revenue Code of 1986, as amended throiugh
December 31, 1986;

(4) the amount of any windfall profits tax deducted under section 164
or 471 of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1986;

(5) the amount of any net operating loss deduction taken for federal
income tax purposes under section 172 of the Internal Revenue Code of
1986, as amended through December 31, 1986; - -

(6) the amount of any spécial deductions taken for federal incomé tax
purposes under sections 241 to 247 of the Internal Revenue Code of 1986,
as amended through December 31, 1986;

(7) losses from the business of mining, as defined in section 290.05,
subdivision 1, clause (a), that are not subject to Minnesota income tax;

(8) the amount of any capital losses deducted for federal income tax
purposes under sections 1211 and 1212 of the Internal Revenue Code of
1986, as amended through December 31, 1986;

(9) the amount of any charitable contributions deducted for federal income
tax purposes under section 170 of the Internal Revenue Code of 1986, as
amended through December 31, 1986;

(10) the exempt foreign trade income of a foreign sales corpdration under
sections 921(a) and 291 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; and

(12) for certified pollution control facilities placed in service in a taxable
year beginning before December 31, 1986, and for which amortization
deductions were elected under section 169 of the Internal Revenue Code
of 1954, as amended through December 31, 1985, the amount of the
amortization deduction allowed in computing federal taxable income for
those facilities; and :

(13} the amount of any deemed dividend from a foreign operating cor-
poration determined pursuant to section 290.17, subdivision 4, paragraph
(g). - " :
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Sec. 12. Minnesota Statutes 1987 Supplement, section 290.01, subdi-
vision 19d, is amended to read:

Subd. 19d. [CORPORATIONS; MODIFICATIONS DECREASING FED-
ERAL TAXABLE INCOME.] For corporations, there shall be subtracted
from federal taxable income after the increases provided in subdivision 19¢:

(1) the amount of foreign dividend gross-up added to gross income for
federal income tax purposes under section 78 of the Internal Revenue Code;

(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 Janvary 1, 1987, as follows:

(1) to the extent the disallowed costs are represented by physical property,
an amount equal to the aliowance 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; and

(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
I, 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 /71(a}{2}, 265 or 291 of the Internal Rev-
enue Code of 1986, as amended through December 31, 1986, in computing
federal taxable income;
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{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 19¢, ciause (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
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 atiributable to the
credits provided in Minnesota Statutes 1986, section273.1314, subdivision
9, or Minnesota Statutes, section 469.171, subdivision 6,

(10) amounts included in federal taxable income that are due io 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 laxes were added
to federal taxable income under section 290,01, subdivision 19c, clause
(1), in a prior taxable year; and

(11} the following percentage of royalties, fees, or other like income
accrued or received from a foreign operating corporation or a foreign
corporation which is part of the same unitary business as the receiving
corporation:

Taxable Year

Beginning After . . . . ... .. Percentage
December 31, 1988 . . . . . .. 50 percent
December 31,1990 . . . . . .. 80 percent.

Sec. 13. Minnesota Statutes 1987 Supplement, section 290.01, subdivi-
sion 19e, is amended to read:

Subd. 19¢. [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 acceler-
ated cost recovery system is the same amount as provided in section 168 of
the Internal Revenue Code with the following modifications. The modifica-
tions apply to taxable years beginning after December 31, 1986, and to
property for which deductions under the Tax Reform Act of 1986, Public
Law Number 99-514, are elected or apply.

(a) For property placed in service after December 31, 1980, and before
January.1, 1987, 40 percent of the allowance pursuant to section 168 of the
Internal Revenue Code of 1954, as amended through December 31, 1985.
for 15-, 18-, or 19-year real property shall not be allowed and for all other
property 20 percent shall not be allowed. , '

(b) For property placed in service after December 31, 1987, no modifi-
cation shall be made.
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(¢} For property placed in service after July 31, 1986, and before January
1, 1987, for which the taxpayer elects the deduction pursuant to section 203
of the Tax Reform Act of 1986, Public Law Number 99-514, and for prop-
erty placed in service after December 31, 1986, and before January 1, 1988,
15 percent of the allowance pursuant to section 168 of the Internal Revenue
Code of 1986 shall not be allowed.

(d) For property placed in service after December 31, 1980, and before
January 1, 1987, for which the taxpayer elects to use the straight line method
provided in section 168(b)(3), ()(12), or (j)(1) or a method provided in sec-
tion 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 € (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 prop-
erty 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 number of years:

(1) three-year property, one year;

- (2) five-year and seven-year property, two years;
(3) ten-year property, five years; and
{(4) all other property, seven years.

(f) For property placed in service after December 31, 1987, the remaining
depreciable basis for Minnesota purposes that is attributable to the basis
reduction for federal purposes to reflect the investment tax credit under sec-
tions 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 tax-
able 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 sec-
tion 168(b)(3) is used, the deduction provided in this clause shall be allowed
in the last taxable year in which an allowance for depreciation is allowed for
that property.

(g) For qualified timber property for which the taxpayer made an election
under section 194 of the Internal Revenue Code of 1986, the remaining
depreciable basis for Minnesota purposes is allowed as a deduction in the
first taxable year after the entire allowable deduction has been allowed for
federal tax purposes.

(h) The basis of property to which section 168 of the Internal Revenue
Code applies is its basis as provided in this chapter including the modifica-
tions provided in this subdivision and in Minnesota Statutes 1986, section
290.09, subdivision 7, paragraph (c). The recapture tax provisions provided
in sections 1245 and 1250 of the Internal Revenue Code of 1986, as amended
through December 31, 1986, apply but must be calculated using the basis
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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 due
to the modifications.m this subdivision and in Minnesota Statutes 1986, sec-
tion 290.09, subdivision 7, paragraph (¢}, is a

Sec. 14. Minnesota Statutes 1987 Supplement, section 290.01, subdivi-
sion 29, is amended to read:

Subd. 29. [TAXABLE INCOME.] For tax years beginning after Decem-
ber 31, 1986, the term “taxable income” means:

(1) for individuals, estates, and trusts, the same as taxable net income;
(2) for corporations, the taxable net income less
(i) the net operating loss deduction under section 290.095;

(ii) the dividends received deductlon under section 290.21, subdivision 4;
and

(iii) the charitable contribution deduction under section 290.21, subdivi-
sion 3; and

vy the foreign royalty deduetion under section ;.?-99-2—1— s«ubd-n-v-:-sm =
deduetion as provided in peragraph {&).

Sec. 15. Minnesota Statutes 1987 Supplement, section 290.015, subdivi-
sion 1, is amended to read:

Subdivision 1. [GENERAL RULE. ]Apefsea—e%heréh&ﬁafeadeﬂ{mda-
wvidual; that conduets a trade or business with its principal place of business
mammﬁmﬁamm%mmwmmpmm
respeet to that trade of business ¥ the trade of business makes sales of
receives other income that is assignable or apportionable to this state under
section 20017 200191 200-20; 200-35 or 200-36 without regard to phys-
ieal presence in this state; except as provided in subdivision 3= Aetivities
tha%ese&tej&ﬂséteﬂeﬂtem*uﬂdeﬂhﬁehapwfmemée-ba{afeﬁﬁfhmﬁed

H—}haﬁ&gapl-&eeefb&smesﬁmfh&ssm{-e-

€2 having employees; ropresentatives; or independent CoRtractors con-
dueting business aetivities i this state;

@fegahﬂyseﬂmgpfeéueesefsemeesef&nykmdefﬂam*eweuﬁem-
ers in this state who receive the preduct or service in Hhis state