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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, RD. 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 Peterson, 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, D. E. Mehrkens Ramstad 
Dahl Johnson, D.J. Merriam Reichgou 

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. 

The Honorable Jerome M. Hughes 
President of the Senate 

Dear Sir: 

April 20, 1988 

I have the honor of informing you that I have received, approved, signed 
and deposited in the Office of the Secretary of State, S.E Nos. 1587, 1681, 
1749, 1940, 2l02, 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 

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 IV, Section 23: 

S.E H.E Session Laws Date Approved Date Filed 
No. No. Chapter No. 1988 1988 

1587 
1681 
1749 
1940 
2102 
2203 
2206 
2402 

974 
2376 
2525 

1659 563 April 20 April 20 
1850 564 April 20 April 20 
1980 565 April 20 April 20 
2134 566 April 20 April 20 
2190 567 April 20 April 20 
2232 568 April 20 April 20 
2554 569 April 20 April 20 

1189 
2735 

570 April 20 April 20 
571 April 20 April 20 
572 April 20 April 20 
573 April 20 April 20 
574 April 20 April 20 
575 April 20 April 20 
576 April 20 April 20 
577 April 20 April 20 

Res. No. 11 April 6 
Res. No. I 2 April 6 
Res. No. I 3 April 6 
Res. No. 14 April 6 
Res. No. 15 April 13 

Sincerely, 
Joan Anderson Grawe 
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, S.E 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 Honorable 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 IV, Section 23: 

S.F. H.F. Session Laws Date Approved Date Filed 
No. No. Chapter No. 1988 1988 

462 
1086 
1388 
1582 
1608 
1610 
1661 
1708 
1727 
2017 
2165 
2217 
2451 

236 578 April 21 April 21 
421 579 April 21 April 21 

1399 580 April 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 

590 April 2 J April 2 I 
59 J April 21 April 2 J 
592 April 2 l April 2 I 

. 593 April 2 l April 2 J 
594 April 21 April 2 J 
595 April 21 April 21 
596 April 21 April 21 
597 April 2 I April 21 
598 April 2 I April 2 I 
599 April 21 April 21 
600 April 21 April 21 
60 I April 2 I April 2 I 
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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Mr. President: 

MONDAY, APRIL 25, 1988 

PROTEST AND DISSENT 
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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. E No. 203, that we passed earlier today, 
nurtures and protects this mismanagement with its certain anti-takeover 
provision. 

Betty Adkins 
Charlie Berg 
Linda Berglin 
Chuck Davis 
Don Frank 
David J. Frederickson 

Carl W. Kroening 

Douglas J. Johnson 
Marilyn Lantry 
Jim Metzen 
Don Samuelson 
Bob Schmitz 

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 JOA. 25, subdivision IO; Minnesota Statutes 1987 Supplement, sections 
I0A.255, subdivision!; !0A.32, subdivision 3; repealing Minnesota Stat­
utes 1986, section IOA.32, subdivision 3b. 

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

Page I, after line 16, insert: 

"Section I. [IOA.065] [CONTRIBUTIONS AND SOLICITATIONS 
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DURING LEGISLATIVE SESSJON.] 

Subdivision I. [REGISTERED LOBBYIST CONTRIBUTIONS; REG­
ULATION.] A registered lobbyist, political committee, or political fund 
may not make a contribution to 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 th~ principal campaign com­
mittee of that candidate during a regular session of the legislature. 

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
mittee, or political fund that violates this section is subject to 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 
I0A.27, subdivision 4." 

Renumber the sections of article 1 in sequence 

Amend the title accordingly 

The question was taken on the adoption of the amendment. 

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

Those who voted in the affirmative were: 
Anderson 
Belanger 
Benson 
Berg 
Bernhagen 
Brandl 
Brataas 
Dahl 

Davis Johnson, D. E. 
Decker Jude 
DeCramer Knaak 
Frederick Knutson 
Frederickson, D.J. Laidig 
Frederickson, D.R. Lantry 
Gustafson Larson 
Hughes McQuaid 

Those who voted in the negative were: 

Adkins 
Beckman 
Berglin 
Bertram 
Chmielewski 

Dicklich 
Diessner 
Frank 
Freeman 
Johnson, D.J. 

Kroening 
Langseth 
Lessard 
Luther 
Marty 

Mehrkens 
Merriam 
Moe,D.M. 
Moe, R.D. 
Olson 
Pehler 
Peterson, D.C. 
Peterson, R. W 

Metzen 
Morse 
Piper 
Pogemiller 
Purfeerst 

The motion prevailed. So the amendment was adopted. 

Ramstad 
Reichgott 
Renneke 
Spear 
Storm 
Taylor 
Vickerman 

Schmitz 
Solon 
Stumpf 
Waldorf 
Wegscheid 

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 
Beckman 
Belanger 
Berg 
Berglin 
Bertram 
Brandl 
Cohen 

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

Jude 
Knutson 
Kroening 
Langseth 
Lantry 
Lessard 
Luther 
Marty 

Those who voted in the negative were: 

Mehckens 
Metzen 
Moe,R.D. 
Morse 
Novak 
Peterson, D. C. 
Piper 
Pogemiller 

Anderson Decker Knaak Olson 
Benson Frederick Laidig Pehler. 
Bernhagen Frederickson, D.R. Larson Peterson, R.W. 
Brataas Freeman McQuaid Purfeerst 
Chmielewski Gustafson Merriam Ramstad 
Dahl Johnson, D.E. Moe, D.M. Renneke 

Reichgon 
Schmitz 
Solon 
Spear 
Stumpf 
Vickerman 

Storm 
Taylor 
Waldorf 
Wegscheid 

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, 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: 

(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 eligible to be selected are employed by or retirees 
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 adopted. 

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 I, after line 9, insert: 

"Section I. Minnesota Statutes 1986, section IOA.01, subdivision 18, 
is amended to read: 
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Subd. 18. "Public official" means any: 

(a) member of the legislature; 

[93RDDAY 

(b) constitutional officer in the executive branch and the officer's chief 
administrative deputy; 

(c) member, chief administrative officer or deputy chief administrative 
officerof 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; 

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

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

(I) 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; ... 

(o) 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 I , is amended to read: 

Subdivision I. 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: 

Commissioner of finance; 
Commissioner of transportation; 

Salary Range 
Effective 

July I, 1983 

$57 ,500-$78,500 
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Commissioner of human services; 
Executive director, state board of investment; 
Commissioner of revenue; 
Director, state lottery agency; 
Commissioner of administration; 
Commissioner of agriculture; 
Commissioner of commerce; 
Commissioner of corrections; 
Commissioner of jobs and training; 
Commissioner of employee relations; 
Commissioner of energy and economic 

development; 
Commissioiler 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; 
Director, department of public service; 
Commissioner of veterans' affairs; 
Director, bureau of mediation services; 
Commissioner, public utilities commission; 
Member, transportation regulation board. 

8285 

$50,000-$67 ,500 

$42,500-$60,000 

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 to withholding as Minnesota 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 
from 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 sell 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." 

Page I, 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. [DIRECTOR.] "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 lottery agency has contracted to sell lottery 
tickets to the public. 

Subd. 7. [LOTTERY TICKET] "Lottery 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 to 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, advertisiizg, 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 1. [ESTABLISHED; MEMBERSHIP.] 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, andfilling of vacancies of the commission members is as 
provided under section I 5 .0575. 

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

(l) to approve a budget for the lo1tery 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 Juli 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: 

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

(2) to recommend to the commission rules for the operation and admin­
istration of the {ottery; 

(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 I. [DEPUTY 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 to other employees as necessary to administer and operate the 
lottery. Professional employees of the agency as defined under section 
179A.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 chapter 43A, except that the director may establish a 
merit program/or 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 a 
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] [LOTTERY AGENTS.] 

Subdivision I. [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 qualifications 
of this section and will serve the public convenience. Before entering into 
any contract under this section, the director must consider: 

(I) 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.] (a) A lottery agent must: 

(1) be at least I 8 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 court 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 to 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 to 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. [TEMPORARY 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 contract 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 lottery 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 lottery tickets. 

Subd. 8. [CRIMINAL HISTORY] The director may request the assis­
tance of the bureau of criminal apprehension in investigating lottery agents 
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. JO. [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 audit 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 lottery at any reasonable time without a search warrant. 

Subd. 12. [PROCEEDS OF SALES.] All proceeds from the sale of lottery 
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 lottery 
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 lottery 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/or 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: 

(I) 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 



93RDDAY] MONDAY, APRIL 25, 1988 8291 

(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 contract. 
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. 

(b) 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 a super­
visory or management capacity that does not meet the requirements of 
clause(]), (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 to be executed by the 
person or corporation that is awarded a major procurement contract 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: 

(I) 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 to 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 tickets; 

(2) the number and types of locations at which tickets are sold; 

(3) the qualifications for lottery 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 distribution of lottery tickets; 
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(9) the manner in which proceeds of ticket sales are maintained, reported, 
and otherwise accounted; 

( JO) procedures necessary to ensure the security and integrity of the 
lottery; 

( 11) procedures for major procurement contracts, including disclosure 
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 lollery game procedures. Adoption of 
lottery game procedures are not subject to chapter 14. Lottery game pro­
cedures shall include: 

(1) the types of lotteries 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 

(5) 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 to 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 that ticket. 

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

(]) 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. [DISCHARGE OF LIABILITY.] Payment of a prize discharges 
the director and the commission of al/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 ,?ach 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 lollery prize may be paid to an of/icer 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 contract. 

Subd. 6. [STOLEN OR FRAUDULENT TICKETS.] /lo 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 directur 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 installwents by: 

(I) 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 c/,1im 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 tha.ri by means of a 
drawing. If a valid claim is not made for a prize direct/ y 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 to the prize. A prize won by a person wi'w is ineligible to 
be awarded the prize under subdivision 2 or 5 must he treated as an 
unclaimed prize under this subdivision. 

Sec. 16. [349.79] [LOTTERY ODDS; ADVERTISIN<i.] 

Subdivision 1. [ODDS.] The director shall include on e«ch instant lottery 
ticket and all printed advertising a prominent and clear statement of the 
estimated overall chances of winning a prize offered in the lottery game 
for which the ticket is offered for sale or to which the adrertising material 
refers. Each lottery agent must prominently post at or necr the place where 
lottery tickets are sold a notice or notices, provided by t~e director, of the 
odds of winning each prize in each game for which the lottery agent sells 
tickets. 

Subd. 2. [ADVERTISING.] The director may only expend money for 
advertising if the purpose is to educate or inform the pl,lb/ic concerning: 

(]) the type of games to be conducted; 

/2) the price of lottery tickets; 

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

(4) the manner of selecting winning tickets; 



93RDDAYJ MONDAY, APRIL 25, 1988 

(5) the manner of payment of prizes; 

(6) the frequency of drawings; 
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(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: 

(I) 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 5. 

(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 
year 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 tr'ansferred to the lottery revenue fund. 

Subd. 3. [DEPOSIT OF RECEIPTS. J / a) The director may require lottery 
agents: 

(I) to deposit to the credit of the lottery operations fund, in banks 
designated by the director, all money received by the agent 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 distribution 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 at 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. [DETERMINATION 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 deten,ined 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 i11 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 proct·eds, the director 
shall deposit the net proceeds into the lottery revenue fund. 

Subd. 6. [LOTTERY REVENUE FUND.] (a) The lottay 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 legislature. 

Subd. 7. [AUDIT.] The director shall contract for an annual certified 
audit of all accounts and transactions of the agency. Tl!e 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, governo,: 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 disbursemerits, expenses, net 
revenues, and other financial transactions for the time period it covers. 

Sec. 18. [349.81] [PROHIBITED ACTS.] 

Subdivision I. [ILLEGAL SALES.] lt is unlawful for a person to: 

( J) sell a lottery ticket at a price greater than that fixed bJ• the commission; 

(2) sell a lottery 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 forg,. a lottery ticket; 

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

(3) conspire, aid, abet, or agree_ to aid another person or persons to 
claim a lottery prize by means of an altered or forged ticket. 

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

( 1) make a false or misleading statement in a book 01 record required 
to be maintained or in a report required to be submitted u11der this chapter; 

(2) willfully refuse to produce for inspection when reouired under this 
chapter a book, record, or document required to be mai "ltained; 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 economic opportunity, gzft, loan, gratuity, special discount, favor, 
hospitality, or service, excluding food or beverage, having an aggregate 
value of over $100 in any calendar year to 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 l. [GROSS MISDEMEANOR.] A violation of section 18, 
subdivision 1 or 2, is a gross misdemeanor. 

Subd. 2. [MISDEMEANORS.] A violation of any provision of thischap-
ter for which another penalty 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 
authorized 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 reimbursing 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 19." 

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 otherwise compensate 
another for a harm or loss sustained, even though the lm s 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, strei1gth, endurance, 
or quality or to the bona fide owners of animals or other 1iroperty 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 org,mized, 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 bettng is conducted 
under chapter 240. 

(8) The purchase or sale of a lottery ticket when cond'.tcted under sec-
tions 7 to 19. 

Sec. 24. Minnesota Statutes 1986, section 609.761, is .imended 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, ifmthorized under 
chapter 349, and a person may manufacture, sell, oroffer fer sale a gambling 
device to an organization authorized under chapter 349 t J conduct lawful 
gambling, and pari-mutuel betting on horse racing may be conducted under 
chapter 240. 

Subd. 2. [STATE LOTTERY] Sections 609.755 and 6G9.76 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 commis!·ion, one is for a 
term expiring June 30, 1990, two are for terms expirini: June 30, 1992, 
and two are for terms expiring June 30, 1994. 

Sec. 26. [APPROPRIATION.] 

Subdivision 1. [LOTTERY ADVANCE.] There is apprt•priatedfrom the 
general fund to the director of the state lo11ery 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 re_oay the advance 
made under subdivision 1 with interest by June 30, 198'1. 

Sec. 27. [EFFECTIVE DATE.] 
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Sections I to 5, 7 to 2 I, 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 I, line 4, after the semicolon, insert "authorizing the sale of lottery 
tickets; creating a lottery agency and providing for its powers and duties;" 

Page I, line 6, after the semicolon, insert "providing penalties; appro­
priating money;" and after "sections" insert "IOA.01, subdivision 18; 
290.92, by adding a subdivision; 340A.410, subdivision 5;" 

Page I, delete line 7 and insert "349.213, subdivision 2; 541.20; 541.21; 
609.75, subdivisions I and 3; and 609.761; Minnesota Statutes 1987 Sup­
plement, section 15A.081, subdivision I; proposing coding for new law in 
Minnesota Statutes, chapters 297 A 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.F 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 I , after line 9, insert: 

"Section I. 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 I is effective the day following final enactment and is repealed 
on December 3 I, I 990." 

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.F 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 I, after line 9, insert: 

"Section I. Minnesota Statutes 1987 Supplement, section 309.556, is 
amended by adding a subdivision 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 in.,titution 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: me. 

H. E No. 1941 was then progressed. 

SPECIAL ORDER 

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

Mr. Johnson, D. E. moved Iha! !he amendment made lo I I. E No. I 981 by 
the Committee on Rules and Administration in the report adopted April 
5, 1988, pursuant 10 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. 1981. 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 4i, 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 Peterson. D. C. Stumpf 
Brandl Frederickson, D.J. Larson Peterson. R. W Vickerman 
Brataas Frederickson, D.R. Lessard Piper Wegscheid 
Cohen Freeman Luther Pogemiller 
Dahl Hughes Merriam Purfeerst 
Decker Johnson, D.J. Metzen Ramstad 

The motion did not prevail. 

H.E No. 1981 was read the third time and placed on it, final passage. 

The question was taken on the passage of the bill. 

The roll was called, and there were yeas 62 and nays O, 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 
Bernhagen Frederick Langseth Peterson, D. C. Taylor 
Bertram Frederickson, D.l Lantry Peterson, R. W Vickerman 
Brandl Frederickson, D.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 Mo1ions 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 Senate File No. 
1821, and repassed said bill in accordance with the report of the Committee, 
so 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, I 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 I 986, sections 171. 13, by adding a subdivision; 626.843, sub­
division I; and 626.845, subdivision 1; Minnesota Statutes 1987 Supple­
ment, section 609 .531, subdivision I; 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, I 988 

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 commissioner; 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 prov_ision 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 I; 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: 

I 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 rates; 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 I 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 I. Minnesota Statutes 1987 Supplement, section 136.82, sub­
division 1 , is amended to read: 

Subdivision I. [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: 

fB (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 tke teeehe•s retiremoet fun,! by a person having shares to the 
credit of the employee's share account record, if the person is age 55 Je8fS 
ef age or older and is no longer employed by the state university board or 
state board for community colleges. In such case the person shaH 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, ie at their sole discretion, 
permit greater withdrawals in any one year. 

Git/ c) The executive director shall redeem shares under this subdivision 
when requested to do so in writing, on forms provided by the executive 
director ef tke teeehe•s Fetiremeet fun,!, by a person having shares to the 
credit of the employee's share account record, 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, .....i. If the executive director ef tke teaehe•s Feti,emeet 
fun,! finds that the person is totally and permanently disabled and will as 
a result be unable to return to similar employment, the person shaH 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, ie at their sole discretion, 
permit greater withdrawals in any one year. If the person returns to good 
health, the person shaH ewe owes no restitution to the state or~ a fund 
ereatetl established by its laws for a redemption ai,eetea pHrsHaet ¼<I under 
this paragraph. 

~ (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, theft when 
requested to do so in writing, on forms provided by the executive director 
ef the teaehers retiremeet fun,!, by the surviving spouse. The surviving 
spouse !!haH 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, tft at their sole discretion, permit greater withdrawals in any 
one year. In that case the surviving spouse s-1:tttH must receive the cash 
realized from the redemption of the shares. Upon the death of the surviving 
spouse any shares remaining in the erilployee's share account record SftftH 
must be redeemed by the executive director ef the !eaeke,s ,eti,e1Heftt foH<I 
and the cash realized !lie,effeffi from the redemption must be distributed 
to the estate of the surviving spouse. 

f41 (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, 
theft the executive director ef ffte teaekeFs FetiFeffleAt f-¼1-ftd shall redeem all 
shares to the credit of the employee's share account record and pay the cash 
realized tke,effe1Hfrom the redemption to the estate of the deceased person. 

~ (f) The executive director shall redeem shares under this subdivision 
when requested to do so in writing, on forms provided by the executive 
director ef tkc teaeke•s relireffieHI foft<!, by a person having shares to the 
credit of the employee's share account record, 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 fB (b) to 
f4j ( e). In that case one-half of the cash realized on the redemption of 
shares skaH must be received by the person and one-half skaH bee01He 
becomes the property of the supplemental retirement plan account of the 
teachers retirement fund. Annually on July I the cancellations of the pre­
vious 12 months s-h-aH must be prorated among the employees share accounts 
in proportion to the value Wftteft that each account bears to the total value 
of all share accounts. 

Sec. 2. [EFFECTIVE DATE.] 

Section. I is effective July. I, 1988. 

ARTICLE 2 

HISTORICAL SOCIETY EMPLOYEES 

Section I. 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": 

fat ( 1) elected or appointed officers and employees of elected officers. 

fl,, (2) district court reporters. 

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

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

fet (5) officers and employees of public hospitals, owned or operated 
by, or an integral part of, ftftY a governmental subdivision or governmental 
subdivisions. 
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fit (6) employees of a school district who receive separate salaries for 
driving their own buses. 

~ (7) employees of the association of Minnesota counties. 

W ( 8) employees of the metropolitan intercounty association. 

fi1 (9 I employees of the minnesota Municipal utilities association. 

(:ff (IO I employees of the metropolitan airports commission if employ­
ment initially eommeRees 9ft a, commenced after Jttly -I-June 30, 1979. 

W ( 11 I employees of the Minneapolis employees retirement fund, if 
employment initially eommeRees 9ft a, commenced after Jttly -1- June 30, 
1979. 

flt ( 12 I employees of the range association of municipalities and schools. 

tfllt ( 13) employees of the soil and water conservation districts. 

W ( 14) employees of a county historical society who are county employees. 

W (15 I 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 I employees of an economic development authority created under 
sections 458C.0l to 458C.23. 

W (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 I, is amended 
to read: 

Subdivision I. [OFFICERS, EMPLOYEES.] ~ 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 stale 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 policies, 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 benefits-, 
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 one or more of Stieft those forms of insurance Or protection. A-R,y 
sttefl:A governmental unit, including county extension committees and those 
paying their employees, may pay all or any part of the premiums or charges 
on sttei> the insurance or protection. ~ sttei> A payment s1,aH be is deemed 
to be additional compensation paid to sttei> the officers or employees, but 
for purposes of determining contributions or benefits under ""Y a public 
pension or retirement system it sl½&H is not be deemed to be additional 
compensation. ~ One or more ef sttei> governmental units may determine 
that a person is an officer or employee if sttei> effieef a, emvloyee the 
person receives income from SH€ft 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 sttelt 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 sttelt premiums or charges and remit the same share 
or portion to the insurer or company issuing sttelt the policy or contract. 

ABy A governmental unit, other than a school district, whieh that pays 
all or "IIY part of sttelt the premiums or charges is authorized to levy and 
collect a tax, if necessary, in the next annual tax levy for the purpose of 
providing the necessary fuft<is money for the payment of sttelt the premiums 
or charges, and sttelt the sums se levied and appropriated Sft&H are not, in 
the event sttelt the sum exceeds the maximum sum allowed by any law or 
the charter of a municipal corporation, l,e considered part of the cost of 
government of sttelt 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 Sft&H must be contributed by the employee or be 
paid by levies within existing per capita tax limitations. 

The word "dependents" as used ilefeiB Sft&H fftellft in this subdivision 
means spouse and minor unmarried children under the age of I 8 years 
actually dependent upon the employee. 

ARTICLE 3 

PURCHASES OF PRIOR SERVICE AND RELATED PROVISIONS 

Section I. [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 employee 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 JO, 
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, to 
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 1, 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 AMOUNT.] For a person eligible to 
purchase credit for prior service under subdivision 1, there must be paid 
to the retirement 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 to 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 
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executive director. 

Subd. 4. [OPTIONAL EMPLOYER PARTIAL PAYMENT.] Payment must 
be made by the person entitled to purchase prior service. However, the 
current or former employer of a person specified in subdivision 1, clause 
(1), (2), (4), (5), (6), or (7) may, at its discretion, and the metropolitan 
sports facilities commission for a person specified in subdivision 1, 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 mtide. 

Sec. 2. [EFFECTIVE DATE.] 

Section 1 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 I 978, 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
mission-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 IO of 
the metropolitan transit commission-transit operating division employees 
retirement fund plan document in effect on December 31, I 977. 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 prpvide the coverage 
through an insurance contract, the chair of the metropolitan 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
tions and exclusions. A summary description of the essential terms of the 
contract shal1 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 commission 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 to 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 I. 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": 

fat ( 1) persons employed for professional services where Stteh the service 
is incidental to regular professional duties. SerYiee ts iReideH:tal if, deter­
mined on the basis that compensation for it the service amounts to no more 
than 25 percent of a the person's total annual gross earnings for all profes­
sional duties-:-; 

W (2) election officers.; 

+et /3) independent contractors and their employees.; 

W (4) patient and inmate help in governmental subdivision charitable, 
penal, and correctional institutions-:-; 

fef (5) members of boards, commissions, bands, and others who serve 
the governmental subdivision intermittently-:-; 

fB (6) employees wl,e lteJtl positioHs of aa esseHtiall) tempo,aF) e, 

seasenal eh:araeter, {:'lfOYiEleEl 5tl€ft employment eee-5- Het €entinue fef -a 
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l"'fle<I it, ei<eess <>f -hl-9 worl,ing day,; it, any ealenaar year ff it, any seheel 
year fef seil00I emjlloyees. Immediately fellowing !lie e"jliration ef Sifeit 
-hl-9 worl,ing day,; if !ffi€R emjlloi•ees eontinHe in jttH>lie sef¥iee a"'1 earn 
it, ei<eess <>f ~ it, any ene ealenaar men!k;- !lte <lejlaFlment heatls rm,st 
!lien Fejlfft all Stte1a emjlloyees f.er membe,shijl a"'1 fffilSt """"° employee 
eeHtFi0etieHs te Be fflfKle ffl½ eeh-a-l.f ef ~ eFH13lo~ ees ffl aeeonlaHee wi-th­
seetief! 3$3.27, sHbaivision 4-; a"'1 !ltey sltaH rernaifl members lHttil teF­
miHatioR ef jttH>lie serYiee. whose employment is not expected to continue 
for a period longer than six consecutive months; 

W (7) part-time employees who receive monthly compensation from a 
governmental subdivision not exceeding~ $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 $J..,900 
$5, JOO 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 $J..,900 $5, JOO per employment period for employment expected 
to be of less than a full year's duration, except that members shall continue 
their membership until termination of public service-:-; 

W (8) persons who first occupy an elected office after MflFeh -I, -1-97& 
July I, 1988, the compensation for which does not exceed~ $425 per 
month-:-; 

fB (9) emergency employees who are employed by reason of work caused 
by fire, flood, storm, or similar disastera; 

\:ff (JO) 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 fu.ft.e. 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 employees retirement fund, 
the Minnesota state retirement system correctional officers retirement plan, 
or any police or firefighters relief association governed by section 69.77 
whielt 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.0 1 
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-;- +h-i-s 
elaase slta!I ftOt pre, ent a jlefS0f½ fffirn l,eit,g a member <>f aftt! eontribHtiRg 
le the jttH>lie emjlloyees retiremeat assoeiation ana a1se belonging le ff 
eont,ibHting le another jttH>lie ~ension fltoo fef efher SOf¥tee oeeHrring 
tHHtllg !lte same l"'fle<I <>f tirnec-; 

W (II) police matrons employed in a police department of any a city 
who are transferred to the jurisdiction of a joint city and county detention 
and corrections authority-;-; 

flt ( I 2) 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 4 IO(a) (8) 
(A), as amended through January 1, 1987a; 

ffD1 ( 13) full-time students who are enrolled and are regularly attending 
classes at an accredited school, college, or university~ previde8, fte peFSaR 
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and who are not employed full time by a governmental subdivision sltall 
be eJ<effif)t ilft<lef this f'OFagFaf'R.; 

W ( 14) resident physicians, medical interns, and pharmacist interns who 
are serving in public hospitals7; 

W ( 15) appointed or elected officers, paid entirely on a fee basis, aft<! 
who were not members on June 30, 197h; 

ti') ~!ethieg ie haws -l-9+J, eltaj>lef '7£ sltall 1,e i11teFflFelee te HDf"IH'"' 
reY6lee aey eptiee elleFCisee lfft6ef haws .J-%J, eltaj>lef ~ 

W +eWH;- eity, "' eettety assesse,s eJet;tee "' af'f'Bi11tee f'HFsua11t I<, 
eltaj>lef ~ WOO <I<, eet feeffi'<! 081Hf'OIISftli011 ie """""5 ef ~ l"'f ffi<>ftth 
ffem aey""" eml'leyieg g0YeF11meRtal subei·,isieR OF whe a,e emflleyee 
p1:1rsuaet te aft employment e011traet w-hi€h sets fefth tkefflt.a:I eampeesatioH: 
le be pai<I aft<! flte leflgtl, ef SOFViee, eet le ea<eeeti three ffi<>fttRs ie 6HFati011, 
FO~HiF08 feF flte f'OFf0Fffiftll00 ef the OBRIFaet aft<! whiel, was eete,ea iete 
Ht advanee ef the eoffl.meseemeH:t ef emf)IO) ment. 

fft (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 fB the service is incidental to the person's regular 
nonteaching occupationtaft<!~. the applicable vocational technical school 
stipulates annually in advance that the part-time teaching service will not 
exceed 300 hours in a fiscal yeart. and ~ the part-time teaching service 
actually does not exceed 300 hours in a fiscal year.; and 

W (17) persons exempt from licensure f'HFsua11t 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 Jund for 
other service occurring during the same period of time. A person who 
meets the definition of "public employee" in section 353 .OJ, 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 to 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), clausr (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 
mry a public employee, before deductions for deferred compensation 6f, 

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 sh-aH are not -be considered a salary. Lump 
sum annual or lump sum sick leave payments a-ftft, severance payments, 
and all payments in lieu of any employer•paid group insurance coverage, 
including the difference between single and family rates that may be paid 
to a member with single coverage, shall are not he deemed to be salary. 
l4ief le Before the time that all sick leave has been used, amounts paid to 
an employee tJUfSUEl:tlt -te under a disability insurance policy or program 
where the employer paid the premiums shaH 9e 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 11f1Y a public employee who has prior service covered by a local police 
or firefighters relief association whiclt 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 tefflt "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 
HI the app!iea~le gei,ent! Jaw., si,e"'1II by law, and by bylaw provisions 
governing the relief association -O:S- et 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 aey a 
natural or adopted child of a deceased member, provided such child is fit) 
under the age of 18, fl>t 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 Sttelt the member 
at the time of death and for not less than 90 days pFief there!e 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 tJUFsuant 
le under section 353.33, shall be is deemed dependent if dependent upon 
the decedent for more than one-half of support during the 90 days pFief le 
before the decedent's becoming totally and permanently disabled. It 
"Dependent child" also includes 11f1Y 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 ""Y 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 adopted child 
of the deceased member; subject, however, to the qualifying conditions of 
age and dependency afo,esaia and in this subdivision. The dependency of 
the child l>.e,eHnaer shall date dates from the decree of adoption. "Depen­
dent child" also includes a child age 18 to 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, is amended to read: 

Subd. 16. [ALLOWABLE SERVICE.] (a/ "Allowable service" means< 
fB service during years of actual membership in the course of which 
employee contributions were etiffeRtly 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. 

~ ARy ( 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. 

~ ARy ( c) ''Allowable service" also means a period of authorized leave 
of absence without pay wltieb that does not exceed one year, and during 
or for which a member obtained credit by payments to the fund made Ht 
ttett in place of salary deductions, provided that 5lleR the payments are 
made in an amount or amounts based on the member's average salary on 
which deductions were paid W for the last six months of public service, 
or AA 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 Stl€fl 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 11>.ereef of the leave, the employee 
shall also, as a condition to the exercise of 5lleR the election, pay to the 
fund an amount equivalent to both the required employer and additional 
employer contributions theFefsF, stteft for the employee. The payment te 
must be made euFFeAtly et= within one year from the date the leave of absence 
terminates, ttft1.e.s.s. the. The employer by appropriate action of its governing 
body llfl<I, made a part of its official records, l'fttlF te before the date of 
the first payment of 5lleR the employee contribution, eeFtifies may certify 
to the association in writing that it will cause to be paid 5lleR the employer 
and additional employer contributions from the proceeds of a tax levy made 
f3HFSH8Ht ta under section 353. 28. Payments under this €ttltiSe s-h-aH para­
graph must include interest at the rate of six percent rei: ftflftl:lffl a year 
from the date of the termination of the leave of absence to the date payment 
is made. 

~ ARy ( 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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~ ADY / 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 r11rs11aRt le 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. Atte. ttH1e :,{}, .J-9s:., Payment must be made 
within five years of the date of discharge from the military service. The 
amount of these contributions sl=taH must be in accord with the contribution 
rates and salary limitations, if any, in effect during sttelt the leave, plus 
interest tftereen at six percent pe-F ftftfttlffl: 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 sttelt the member upon return to public 
service, and the governmental subdivision involved ts lterel>y autheri,ea 
le may appropriate money therefer for those payments. s..eh A member 
sh-all may not receive credit for atty a voluntary extension of milit3ry service 
at the instance of the member beyond the initial period of enlistment. 
induction, or call to active duty. 

f61 (j) 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, MiRReseta Statutes 1-984, chapter 401 , and transferred into 
county service under ,MiH:H:esota Statutes -l-984. section 401.04, ''allowable 
service" means combined years of allowable service as defined in Mtft... 
ft0S6!a Statutes 1984, seelieft sections 352.01, subdivision 11, and Mm­
ft0S6!a Stallltes 1-984; seelieft 353.01, subdivision 16, paragraphs (I) to 
(5). 

f7t ( g) For f1ftY a public employee who has prior service covered by a 
local police or firefighters relief association wh-i-eh that 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, f1ftY "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 !he fl!'Pli­
eal,le ge,,eral law, speeial law, and on bylaw provisions governing the relief 
association as 0f on the date of the initiation of the consolidation procedure. 

Sec. 6. Minnesota Statutes 1987 Supplement, section 353.0l, subdivi­
sion 20, is amended to read: 

Subd. 20. [SURVIVING SPOUSE.] "Surviving spouse" means the unre­
married spouse of a deceased member who ha<! !he same legal resiaeRee 
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, 
disabilitant, 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 s-1:taH, must be 
made within~~ six months following the commencement of employ­
ment 0f wtHHft ~ ooys- feHewiAg ~ ~ +98-1-; wflieflever 00€-Uf-S- tfttef, 
in writing on a form prescribed by the executive director, and shalt must 
be approved by a resolution of the governing body of the city. The election 
of exclusion shalt is not re effective until it is filed with the executive 
director. Membership of a city manager in the association s-haH eease 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 
shalt must include a provision agreeing that the person will not at any time 
in the future seek~ authorization to purchase service credit for any period 
of excluded service and shalt re 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 I. [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 must be public employees and 
members of the association. For seven days beginning ~leYeraeer 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 ~leveraeer October IS. 
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 shalt ee resel'.'e~ ey 
tfte, seeFetef~• et 5-lftte. A candidate who: 

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

W (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 lOA.01. These terms do not include the 
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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 shall 
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 sllall 
l>e is void. No special marking may be used on the ballot to indicate 
incumbents. The last day for mailing ballots to the fund sllall l>e 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 sllall must 
be so designed and the ballots sllall l>e counted in S\left a manner as le 
tftStlfe that ensures that each vote is secret. 

The secretary of state shall supervise the elections sllall l>e s11~ervisee 
~ !l>e seeretary &f slille. * sllall l>e !l>e 8iHY &f The board of trustees le 
shall faithfully administer the law without prejudice and consistent with 
the expressed intent of the legislature. +ltey 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 whieli 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, whieli 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.] fB (a) [ERRONEOUS DEDUCTIONS.] Atty Deductions 
taken in error by the employer from the salary of an employee for the 
retirement fund and transmitted to the association sllall must be refunded 
to the employee 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 sllall must be refunded to 
the employer, provided, however, that the association and the state social 
security agency may make proper adjustments of mene~•s 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 erroneous deduction taken 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 bv the 
association, the erroneous contributions are Considered valid, and the 
years of allowable service attributable to the erroneous deductions must 
be credited to the member in accordance with section 353 .OJ, subdivision 
16, and, notwithstanding a law to the contrary, the employee may continue 
to be a member until termination of public service. 

~ (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 ~ a portion of it as that is required to adjust the deductions, sllall 
must be made to the department or institution. 
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Sec. I I. Minnesota Statutes I 986, 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 ftl0ftlil<; month of 
Ma,elt May for school districts and Oetol,er 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 fflall be !lie tlttty ef 5ftiEI The executive 
director le shall check the copies of all Slleli payroll abstracts against the 
membership records of the association to ascertain whether 0f Het any 
omissions have been made by a,ry a department head in the reporting of 
a,ry new public employees for membership. The head of any department 
shall furnish a carbon or duplicate copy of the department payroll 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 afield audit to review 
the payroll records of a governmental subdivision. 

Sec. 13. Minnesota Statutes I 987 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 11 ~ ef 60 days or less, the head of the department shall 
deduct from the employee's next salary payment and Hlflhvdlh remit to the 
executive director the amount of the employee contribution delinquency, 
with cumulative interest lhereoa at the rate of six percent f>eF llflffilffi a 
year, compounded annually, from the date or dates each delinquent employee 
contribution was first payable, Slleli. The interest le must be paid by the 
employer. '.J=e ffte eMeHt that atty stteft emiuee re~uire8 dedueliefls -are ftet 
~ ey fhc effli,le, ee, they shaH eeHstitute a liol:iilit, ef ffte gevernmeHtal 
sue,k,isioR whteh faiW le make said ·•~ui,ea aeauelieas, with iflterest. 
thereeR as hereiRl3efore Sf'eeified. Aftef July +, ~ &Ry sueh- Omitted 
required deductions, past due for a period in excess of 60 days,sl!all 1,eeeme 
are the sole obligation of the governmental subdivision from the time S11e1i 
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the deductions were first payable, together with interest thereeft as hefe­
inbefe,e 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 d-1eFeoa at the 
rate of six percent compounded annually from the date they were first 
payable, sltftH must be paid from the proceeds of a tax levy made pu,suant 
t& under section 353.28, or from other funds available to the employer. 
Unless otherwise indicated, this subdivision sltftH ha¥e has both retroactive 
and prospective application, and the governmental subdivision is liable 
retroactively and prospectively for all amounts due ke,eunde, under it. No 
action for the recovery of Elelinljuent omitted employee and employer con­
tributions or interest on contributions may be commenced and no payment 
of Elelin1j11eet omitted contributions may be made or accepted unless the 
association has already commenced action for recovery of EleliHEJ:UCHt omit­
ted contributions, after the expiration of three calendar years !lel<t followieg 
after the calendar year in which the contributions were omitted. An 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.] Ai,y A warrant payable 
from the retirement fund remaining unpaid for a period of m five years, 
sltftH 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.] Ai,y 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 wltieh that 
provides for different annuity amounts over different periods of retirement. 
The election of this optional retirement annuity sltftH must be exercised by 
making application to the board of trustees. The optional annuity sltftH 
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 !mt "'llffll iDseffif 
as pessible le the seeial seeu,ity ole age ,etifemeet ooeefit am! the aeljustee 
Fetirement anauity amouet f)&ycible iffllfle_diately ~fee aeRH:itaRt beeomes 
eligil:Jle fat= seeffH see1:1Fity eltl age retiremeHt BeAefits ffl aa fHHffl:tftt less 
tftftft the efftount ef the aseuity ealeulate8 ttftaeF sHl3divisions 2 &ft6' ,3. ea 
the .9ftSis ef the age ef the a111mitent iH retirement. =l=he seeiftl seettrit) 
leveliag ep,tiaR fft8Y lte ealeulated based eR 0ffla0 e1,1er-age seei-a1 seeurity 
eM age retirement benefits. The optional annuity si>aH must be the actuarial 
equivalent of the normal retirement annuity computed on the basis of age 
at retirement. This greater amount si>aH must be paid until the annuitant 
reaches the age ef 62, at which time the payment from the association si>aH 
must be reduced. The board of trustees shall establish the method of 
computing the optional retirement annuity under this subdivision si>aH be 
establishes by the haafll ef trustees. In establishing the method of com­
puting the optional retirement annuity, the board of trustees shall obtain 
the written reeemmenElatiee approval of the commission-retained actuary. 
The recommendations si>aH must be a part of the permanent records of the 
board of trustees. 

Sec. 17. Minnesota Statutes 1987 Supplement, section 353.32, subdi­
vision 1 a, is amended to read: 

Subd. la. [SURVIVING SPOUSE OPTIONAL ANNUITY.] If a member 
or former member who has attained the at least age ef at least 50 ~ 
and has credit for not less than five years of allowable service, or who has 
credit for not less than 30 years of allowable service, regardless of age 
attained, dies before the annuity or disability benefit ltas beeeffltl payable 
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, tft ttett instead of 
a refund with interest provided in subdivision I, or survivor benefits oth­
erwise payable pu,suant le under section 353.31, an annuity equal to the 
I 00 percent joint and survivor annuity -wl>ieh 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 si>aH 
must be computed as provided in sections 353.29, subdivisions 2 and 3; 
and 353.30, subdivisions I, la, lb and le. Sections 353.34, subdivision 
3, and 353.71, subdivision 2, apply to a deferred annuity payable under 
this subdivision. No payment si>aH may accrue beyond the end of the month 
in which entitlement to the annuity has terminated. An amount equal to 
the any excess, # &fly, of the accumulated contributions -w1,iei, 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. Aey A member 
may specify in writing that this subdivision si>aH does not apply and that 
payment si>aH may be made only to the designated beneficiary, as otherwise 
provided by this chapter. 

Sec .. 18. Minnesota Statutes 1986, section 353.32, subdivision 5, 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 ftel<l ef IHB tlft<ief the laws <>f Eleseeat ef the s!ft!e ef 
~1iRResota decedent's personal representative or, if none, to the estate. 
8liel> A payment skaH l,e under this subdivision is a bar to recovery by any 
other person or persons. Atty A retirement annuity, or disability or survivor 
benefit whielt skaH l>a¥e that has accrued at the time of death of an annu­
itant, disabilitant or survivor may be paid in -He the same manner. 

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

Subd. 7. [PARTIAL REEMPLOYMENT.] S1-l!d stteh If a disabled per­
son FeSUffle 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 whielt 
that, when added to stteh the 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 m stteh ease does not exceed 
the disability benefit originally allowed, plus any postretirement adjust­
ments payable after December 3/, 1988, in accordance with section llA.18, 
subdivision JO. No deductions for the retirement fund shall 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.] 
~ JlefS0" A member with at least five years of allowable service when 
termination of public service occurs shall l>a¥e has the option of leaving 
the accumulated deductions in the fund and the,e~y 1,e being entitled to a 
deferred retirement annuity commencing at age 65 or faF to a deferred 
early retirement annuity ~11•s11aat lo under section 353.30, subdivision I, 
I a, I b or le. The deferred annuity shall must be computed m the fflanner 
~•a,;iEleEI 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 shall must 
be augmented as provided in section 353. 71, subdivision 2. ~ jlefS<>ft A 
former member qualified to apply for a deferred retirement annuity may 
revoke this option at any time j:ffi8f fa before the commencement of deferred 
annuity payments by making application for a refund. The person shall 1,e 
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 I, is 
amended to read: 

Subdivision I. [EFFECT ON ANNUITY.] The annuity of a person oth­
erwise eligible the,e!e, 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 subdivision, 
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 p11rs11ant te lhe prnvisiaas ef 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 
maximum earnings for the person shaH ee are equal to.the annual maximum 
earnings allowable for the minimum age for the receipt of social security 
benefits. The suspension of the annuity shaH must commence as of the 
first of the month after the month in which the maximum permitted com­
pensation is exceeded as l!efeifl l'•e•,ided, but shaH it applies only "!'l'ry 
to those months in which the annuitant is actually employed in nonelective 
service in a position covered by this chapter. ~ An annuitant of the 
association who is elected to public office after retirement shaHee is entitled 
to hold Slleh the 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 -sh-aH must be resumed. Public service 
performed by an annuitant subsequent to retirement under this chapter shaH 
does not increase or decrease the amount of~ an annuity when payment 
of the annuity is resumed. The annuitant shaH may not ee ••~ui,ed te 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 shaH ee is an amount equal to eight 
percent of the total salary of ""elo/ the member. This contribution shaH 
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, Slleh the member's employee contribution shaH 1,e is based 
on the total salary received from all sources. H ff>e memllef to a fi•efigktef 
emplayeel es less~ a Hill time easts, ffte meral:ier's teta-l s-a+aey shaH 
ftffi, taeltt-de any reiml:n1rse1Hent payments fat= fife eaB&:-

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 wltiel, 
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 shaH may not be included in any limitation con­
cerning rate or amount established by charter or law and shaH must be a 
special levy for the purposes of section 275.50, subdivision 5, clause (o), 
and any municipal bond may be issued shaH 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 sh-all 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 l 79A.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 se~OR'isery employees ef 
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, ~ 
bettio eeeely, 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 I. [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 a 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, ~ beltis eeeRI)', 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 tft Hett instead 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 e0IIIH)' 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 I. [MEMBER CONTRIBUTIONS.] Beginning with the first 
full pay period after July I, 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 lie!! 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 tt¥e 7.5 percent of salary. 

Subd. 2. [EMPLOYER CONTRIBUTIONS.] Beginning with the first 
full pay period after July I, 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 lie!! 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 tt¥e 7.5 percent of salary. 

Subd. 3. [ADJUSTMENT IN CONTRIBUTION RATES.] 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 I. [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 ¼eflfive 
years of coverage in the local government correctional service plan is 
entitled, upon application, to a normal retirement annuity. tit tteti 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 allowable 
service, and pro ratafor 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, fttt<l -
be j>fti<I fef &fl addilie1,al. 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 coordinated formula 
in sections 353.29 and 353.30, except that if this amount, when added to 
the social security benefit based on - public service the employee is 
eligible to receive at that time, is less than the benefit payable under sub­
division 3, the retired employee ffittS't 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 11 A.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 annuity or to an annuity for which a former correctional service 
employee was eligible, but had not applied, or to 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. ff a person has 
more than one period of uninterrupted service, the required reserves related 
to 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. ff 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 chapter. 
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Sec. 32. Minnesota Statutes I 987 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 either to receive a normal 
retirement annuity computed on the coordinated formula in the manner 
provided in section 353C.96 353.29 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 le, 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 employee 
is entitled to receive d disability benefit as provided in subdivision 1 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 to a disability 
benefit or deferred retirement annuity based on the regular plan service 
only for the service that, 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 
a disability 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 I 987 Supplement, section 353D.05, 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 l IA.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 each of the accounts. 

(b) Twice in a calendar year, a participant may indicate in writing a 
choice of options for subsequent purchases of shares. TheFeafteF 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 tf:ian the first 
pay date fiFSt 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 ~ $200 must be transferred and a 
minimum balance of ~ $200 must remain 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 I. [TYPE OF PLAN; UNIFORMITY.] The plan is a defined 
contribution plan where when the benefits are payable upon termination 
of service, retirement, or death-, ff witli8Fa.1al WHefl: f!eFmiueEl, 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. [~ VIlSTING PAYMENT OF BENEFITS.] ~lern,al retire­
- age ts ~ yeaftr. Eaf1y FetiFe!fleRI ts oot alleweEI. SiMy ffl<fflths ef 
5ef¥tee efeftff are Fe(il:liFeG fef ¥eSt-tttg ef rntiFemeRt Benefits. Ne miRim1:1m 
jl<fieEI ef 5ef¥tee is re<juireEI fer ¥eSt-tttg ef <le<,;!i Benefits. Withdrawal of 
or a retirement benefit based on member contributions and employer con­
tributions plus accrued investment income ¥e5-ts- is payable immediately 
upon the death or termination of an active member for a period that exceeds 
30 days. Yf,eH eeH1pletieR af@ ffl<fflths ef 5eF¥i€e llfl8ef the j>laR with 
ooe ff fft0Fe aFBB1:1laRee seFYiees, a peFtieiflBRt teFFBiRating ae#¥e 5ef¥tee 
pi4er fe age 3G is eRtitled If> reeei¥e the ;,-al..., ef the partieipant' s indiYidual 
aeee1:1nt ~ ff a.ft.er attaining age~ 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. [DISABILITY GR DEATH OF A MEMBER.] Ne aisaeility 
eeve,age sltaH be pr8'tiEleEI by the j>l""7 In the event of the death of an 
active participant with any e,eEliteEI sef¥iee & a EleforreEI paFtieipaRt llfl8ef 
age~. the total value of the account s!,all 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
bership among participating ambulance services may must continue par­
ticipation in the plan witheut pet>t>1ty er fe,feitu,e after theif ffilefeAf-YeS!5--c 
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Q11alifiee amb11la1tee sewiee ~••se1t1tel whe eitttftge em~leyme1tt e, ......,_ 
befslHj, I<> a 1te1t~••tiei~ati1tg amb11la1tee 5ef¥iee are ft6! sttl>jeet I<> the 
fe•feit11,e ••~11i,ee by seek<lR 3530.()7, s11bei, isie1t 5 if termination 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, is amended to read: 

Subdivision I. [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 (I) to (8). 

(f) "Occupationally disabled" means the eeneilien <>f having aey 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 substantia11y 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 ti,., ee1teli1ie1t <>f having 
aey 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 allowable 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 left yea,s if the l"'fS6I½ has ftOt ,eaehee 
age 5G 01' at least five years if the l"'fS6I½ has ,eaehee age 5G; 

(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 1, 1988. Section 21 is effective January 
1, 1988. The remaining sections are effective July 1, 1988. 

ARTICLE 6 

MEDICARE COVERAGE REFERENDUM 

Section I. (355.90] [OPTIONAL MEDICARE COVERAGE FORCER­
TAIN PRE-1986 PUBLIC EMPLOYEES.] 

Subdivision I. [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 ), 
(6), (7), (9), (10), (11), and(l2), whoisnotcoveredbyapreviousagree­
ment 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 JO. 

(e) "Social Security Act" means the act cited in section 355.01, sub­
division 8. 

(f) "State agency" means the commissioner of employee relations or the 
commissioner's designee. 
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( g) "Wages" means compensation specified in section 355 .OJ, subdi­
vision 2. 

Subd. 2. [OPTIONAL MEDICARE COVERAGE AGREEMENT.] The 
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 1395c, 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 
for 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 
1395c, 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 to 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 to 
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 310l(b ), if the services of the employee 
for which wages were paid constituted employment as defined in United 
States Code, title 26, section 3121. 

(b)ln 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 _31 I 1/b), on the same wage base specified in para­
graph (a). 

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

Sec. 2. [EFFECTIVE DATE.] 

Section I is effective the day following final enactment. 
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ARTICLE 7 

VOLUNTEER FIREFIGHTERS RELIEF ASSOCIATIONS 

Section I. [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. Ba. [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 two 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 I and 2 are effective the day following final enactment. 

Section 3 is effective July I, /988, 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 I. [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 upon 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 I, 1988, 
and is applicable to any member of the West St. Paul police relief association 
who retired on or after February I, 1985. Section II 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 upon approval by the 
governing body of the city of Millerville and compliance with Minnesota 
Statutes, section 645 .02 l. Section 14 is effective retroactive to January 
I, 1987, upon approval by the Virginia city council and compliance with 
Minnesota Statutes, section 645. 02 I. 

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, 1/ 
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 to 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 1, 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 Jund assets for retired members and for active members who may 
not qualify as a "volunteer firefighter" under Minnesota Statutes, chapter 
424A. All provisions of Minnesota Statutes not inconsistent with this section 
govern the defined contribution plan established under this section. 

Sec. 5. Laws 1955, 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 teft 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~ ten units per month, and for each 
additional year of service over teft five years, a pension of two units per 
month, but not to exceed a total of 40 units. lf 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 .OJ, subdivision JO. 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 andfirefundfor compensation receivedfrom 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 I, 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 JV, section 3, paragraph 1, clauses (b ), applicable to limited service 
pensions, and (d), applicable to deferred pensions, and article JV, section 
3, paragraph JO, 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), to be applied, effec­
tive January I, 1989, to minimum normal retirement annuities payable to 
eligible recipients under article IX, subsection I 14 ), as amended pursuant 
to Laws 1987, chapter 372, article 3, section 1, paragraph (f). 

Sec. 10. [LOCAL APPROVAL.] 

Sections 1 and 2 are effective upon approval by the Virginia city council 
and compliance with Minnesota Statutes, section 645.021. 

Section 3 is 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 I. Minnesota Statutes 1987 Supplement, section 352.85. 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 64 yea,s 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 I. 

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 64 yea,s ef the applicable federal military status . 
mandatory retirement age an.d 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 6il yea,,; the applicable federal military status 
mandatory retirement age. 

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

An elected official covered by section 353 .OJ, 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 felt 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 governor for an extension to serve up to three additional 
years, stating the intention 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 
eligible 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, 1985, 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 withheld by the department of 
finance since August 26, ~ 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 1, 2, and 5 are effective on the day following final enactment. 
Sections 3 and 4 are effective July 1, 1988. 

ARTICLE IO 

UNIFORM JUDICIAL RETIREMENT PLAN 

Section I. Minnesota Statutes 1986, section 490.123, subdivision I, is 
amended to read: 
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Subdivision I. [CREATION; CONTRIBUTIONS.] There is l!efelry ere­
ated a sreeiaJ fflH<i lffieWft as The "judges' retirement fund"a +he fflH<i 
sltalt must be credited with all contributions, all interest, and all other 
income authorized by Jaw. 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 hereifl, including the expenses of administering the 
fund. Ea€lt 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 3S5 .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. I 21 to 490. I 32 and the judges' retirement fund, 
inc1uding payment of retirement compensation and other benefits under 
sections 490.121 to 490. 132, shaJ.I 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 shaJ.I 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.] There sltaH 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, ffl tteH- instead of the normal 
retirement annuity, an optional retirement annuity Wftt€fl 5fl-8tt take in the 
form of ei<hef an annuity payable for a period certain and for life the,eafte, 
& 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. +he An optional retire­
ment annuity -s-h-a,H. must be actuarially equivalent to a single life annuity 
with no term certain and -s-haH- must be established by the board of directors 
of the Minnesota state retirement system. In establishing these optional 
retirement annuity forms, the board shall obtain the written recommen­
dation of the actuary retained by the legislative commission on pensions 
and retirement. The recommendations-s-h-a,H. 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 OFFSET.] 

Upon any event of maturity of benefits for aey a judge referred to in 
section 355.392, subdivision 1, clause (b), the amount payable from the 
judges' retirement fund sltaH must be reduced by B 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 sltaH must be based W ( 1) on the 
judge's normal retirement annuity or W (2) upon the event of maturity of 
benefits under the Social Security Act, on the judge's normal retirement 
annuity after reduction by B 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-l must receive an annuity of not less than 25 
percent of the judge's final average compensation. 

Sec. 4. [EFFECTIVE DATE.] 

Sections 1 and 2 are effective July 1, 1988. 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 I. 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.0I] [DEFINITIONS.] 

Subdivision 1. [PLAN.] "Plan" means the individual retirement account 
plan established by sections 2 to 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 teacher 
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 5. 

Subd. 3. [MANNER OF EMPLOYER CONTRIBUTIONS.) The employer 
of persons in covered employment shall make employer contributions from 
any available revenue sources. The employer 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 sect ion 
2, subdivision 2. The community college board shall administer the plan 
for 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. I 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 mus_t 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 wllieh that 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 
f>fie, te before May 6, 1971, to aey a plan whieh that provides solely for 
group health, hospital, disability, or death benefits, to the individual retire­
ment account plan established by sections 2 to 5, or to aey a plan whieh 
that provides solely for severance pay as authorized pu,suaRI to by section 
465. 72 lo a retiring or terminating employee. No change in benefits or 
employer contributions in any plan to which this section applies after May 
6, I 971 sltaH 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 to 
accept contributions, and the payment of employer and employee 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 I; 353.27, subdivisions 7, 13, 
and by adding subdivisions; 353.32, subdivision 5; 353.33, subdivision 7; 
353.37, subdivision I; 353.65, subdivision 2; 354.05, by adding a sub­
division; 356.24; 424A.02, by adding subdivisions; 471.61, subdivision I; 
473.418; 490.123, subdivision I; 490.124, subdivision 2; and 490.129; 
Minnesota Statutes 1987 Supplement, sections 136.82, subdivision I; 352.85, 
subdivisions I and 2; 353.0 I, subdivisions 2a, 2b, I 0, 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 I, 3, and 4; 353C.07; 353C.08, subdivi­
sion 5 and by adding a subdivision; 353D.05, subdivision 2; 353D.07, 
subdivisions I, 2, and 4; 353D.08; 356.302, subdivisions I and 3; and 
490.124, subdivision 11; Laws I 955, chapter I 5 I, 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." 

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.E 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 
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 61 and nays 0, as follows: 

Those who voted in the affirmative were: 

Adkins 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brata.as 
Cohen 
Dahl 

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

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

Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 

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 JOA. 25, subdivision 10; Minnesota Statutes 1987 Supplement, sections 
l0A.255, subdivision 1; l0A.32, subdivision 3; repealing Minnesota Stat­
utes 1986, section IOA.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 committee 
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.E 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. Schmi1z 
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 Pogemiller Waldorf 
Brandl Freeman Merriam Purfeerst Wegscheid 
Cohen Hughes Metzen Reichgott 

Those who voted in the negative were: 
Anderson Decker Knaak McQuaid Renneke 
Benson Frederick Knutson 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 bill 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 3 I 7 .22, subdivision 4; 317 .28; 466.01, by 
adding a subdivision; Minnesota Statutes 1987 Supplement. sections 44A.02, 
subdivision 3; I 160.03, by adding a subdivision; 1160.04, subdivision 2; 
317.201, subdivision I; 340A.801, subdivisions I and 4; 340A.802; and 
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604.08, subdivision I. 

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.F. 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.F. No. 2407 be 
amended as follows: 

Delete everything after the enacting clause and insert: 

"Section I. 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. JO. [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 eniployees in the unclassified 
service and an insurance plan administered by the commissioner of employee 
relations. 

Sec. 4. Minnesota Statutes I 987 Supplement, section 3 I 7 .20 I, subdi­
vision 1, is amended to read: 

Subdivision I. [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, sha11 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 
reckless 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. If 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 (c) 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 statement 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 to 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 et=, 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 fornonprofit 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 I; and 604.08, subdivision I." 

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

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

Senate Conferees: (Signed) William P. Luther, Richard J. 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.E 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 
Anderson 
Beckman 
Belanger 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Cohen 

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

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

Mr. Merriam and Ms. Olson voted in the negative. 

Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 

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. I 941, 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 S.E No. 1764.) 

Page 1, after line 9, insert: 

"Section I. 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: 

(l) to issue, revoke, and suspend licenses to organizations, distributors, 
and manufacturers under sections 349. I 6, 349. I 61, 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; aoo 

(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 349.12 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 I 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.E 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 I, 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 call 
of the President. The motion prevailed. 

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

APPOINTMENTS 

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

H.E No. 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 Minnesota 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 
Anderson 
Beckman 
Belanger 
Benson 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Dahl 

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

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

The motion prevailed. So the resolution was adopted. 

Ramstad 
Reichgott 
Renneke 
Schmitz 
Solon 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 

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 secondary 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 I, and by adding a subdivision; 
120.0752, subdivision I, and by adding a subdivision; 120. 74, subdivision 
I; 121.11, subdivision 12; 121.15, subdivisions 6, 7, and by adding a 
subdivision; 121.612, by adding a subdivision; 121.88, by adding subdi­
visions; 123.35, subdivision 8; 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 I; 126.15 I; 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 I; 92.67, subdivisions I, 3, and 4; 120.0752, 
subdivision 3; 120. 101, subdivisions 5 and 9; 120.17, subdivision I; 121.612, 
subdivision 3; 121. 87, subdivision I a; 123. 3515, subdivisions I, 2, 3, 5, 
6, 9, and by adding a subdivision; 124.214, subdivision 3; 124.223; 124.225, 
subdivision 4b; 124.26, subdivision lb; 124.271, subdivision 2b; 124.2711, 
subdivision I; 124.494, subdivisions 5 and 6; 124.573, subdivision 2b, and 
by adding subdivisions; 124A.036, subdivision 5; 124A.22, subdivisions 
2, 3, and 6; 124A.23, subdivisions 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 I; 129B.ll, subdivisions I and 2, and by adding a subdivision; 
275.125, subdivisions 5 and 8; Laws 1987, chapter 398, article I, section 
27, subdivision 3; article 2, section 13, subdivision 2; article 3, section 
39, subdivision 8; article 5, section 2, subdivision 12; article 6, section 
19, subdivision 7; proposing coding for new law in Minnesota Statutes, 
chapters 120; 121; 122; 124; 124A; 126; 129B; 145; repealing Minnesota 
Statutes 1986, 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 lie. 

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. 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.E No. 2245 be 
further amended as follows: 

Delete everything after the enacting clause and insert: 
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''ARTICLE I 

GENERAL EDUCATION REVENUE 

Section I. 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~ $2,755 for the 1988-1989 school year. The 
formula allowance is $2,800 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 unit 
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; 

(5) interdistrict cooperation aid and levy, according to Minnesota Stat­
utes 1986, sections 124.272 and 275.125, subdivision Ba; 

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

(7) summer program aid and levy, according to Minnesota Statutes 1986, 
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. 

(c) "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 to 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 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 unit 
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; 

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

(6) summer program aid and levy, according 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: 

( I) 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 to 135 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 I. [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 -A-ttgtrst September 1 of each year 
for levies payable in the following year. The general education mill rate 
shall be a rate, rounded up to the nearest tenth of a mill, 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 +9&9 1990 
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fiscal year shall be the rate that raises $1,079,000,000 $1,100,580,000. 
The general education mill rate certified by the commissioner of revenue 
ffl-1:tSt 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, 
mulli!'lie!I 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 Se. 

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 !Sa; 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: 

(I) the general education mill rate, according to section l24A.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 difference between clauses (I) and (2);for fiscal year 1990, 
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the amount of the deduction shall be one-third of the difference between 
clauses (l) and (2); for fiscal year -1-990 1991, the amount of the deduction 
shall be one-half of the difference between clauses (1) and (2); aHEI for 
fiscal year 1992, the amount of the deduction shall be four-sixths of the 
difference between clauses(]) and (2); and for fiscal year-1--99-1-1993, the 
amount of the deduction shall be th,ee feu,thsfive-sixths of the difference 
between clauses (I) and (2). 

Sec. 8. Minnesota Statutes 1987 Supplement, section 124A.27, subdi­
vision 1, is amended to read: 

Subdivision I. [REQUIREMENT.] An amount equal to-H,!;2 .20 percent 
of the basic revenue under section l 24A.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 supplemental 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 I, is amended to read: 

Subdivision I. [USE OF THE REVENUE.] The compensatory education 
revenue under section 124A.22, subdivision 3, may be used 0ftly to meet 
the speeta-1, 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: 

(I) 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 iHstrnetieH ef instructional material for these pupils, including: 
textbooks, workbooks, periodicals, pamphlets, photographs, reproductions, 
filmstrips, 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. I 0. Minnesota Statutes 1987 Supplement, section l 24A.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 
financial and reporting standards established for this purpose. 

Sec. 11. [COST OF LIVING STUDY.] 

The legislative audit 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 1 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 I. 

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/or the 1988-/989 
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 Stat­
utes /987 Supplement, section I24A.27, subdivision 10, Minnesota Statutes 
1987 Supplement, section 124A.27, subdivision JO, is repealed. Section 2 
is repealed June 30, 1989. 

Sec. 15. [EFFECTIVE DATE.] 

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

ARTICLE 2 

TRANSPORTATION 

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

Subdivision I. A school board is authorized to require payment of fees 
in the folJowing 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, although 
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 (I); 

(g) Field trips considered supplementary to 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; 

U) 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 not 
authorized under section 124.223, clause /1), and for which levy is not 
authorized under section 275 .125, subdivision 5e, 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; 

(I) Motorcycle 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 1, is amended 
to read: 

Subdivision I. 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; 

U) Transportation of pupils (I) le afttl fffim 5€he<tt a;; •~tlle,i,eel ~u,suaHt 
le seelieft ~ e, ~ 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 5e. 

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

Subdivision I. 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 economically and conveniently 
provided for by that means. The board shall provide transportation to and 
from the home of a handicapped child not yet 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: 

(I) [TO AND FROM SCHOOL; BETWEEN SCHOOLS.] Transportation 
or board of resident elementary 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 public 
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 
~UfSUBHI te 11 r•egfBffi arr•o,'eB by tile E8ffiffiiSsieHef 0£ eaueatiOR 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 
attendsa; 

(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 shall not be subject to any distance requirement for children not yet 
enrolled in kindergarten or to the requirement in clause (I) 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) [BOARD 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 8f)f):FOVe8 -hy- the eemmissieRer of e8t1eatioR, 
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 (I) to (7), (9), and (IO) 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 appr8'te<I by the eem­
missioner or secondary vocational classes not provided at a secondary 
vocational center whf€.h. are Rf)f)FOVe8 &y the eommissioner 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 Sa, is amended to read: 

Subd. 8a. [AID.] (a) l'ef the 1986 1987 aftd 1987 1988 sel;eel YffifS-; a 
distriet's trensflertelieR aid shaH e<jtta-1 the sttffl <>fits baste traRSflerlatien 
ftffi fH:lfSUaRt te s1:188i't•isi0n 8b, f.t.s noAfegular tra0sportatioA ate tn1:rsuant 
te suBEliYisioH &f-;. &ft6 its, nenreguler transportatioH: Je.vj,' equalizatieR ftffi 
pursuant t6 subdivision -8j, ffltfti:tS f.t.s eontraeted serviees ate reEluetioR 
f'UFSUant te suMi,·isien 8le, ffHflUS the OfflOURI raise<! by ~ fftttffi times 
the adjusted assessed Yaluatien whie!t is use<I te eO!Hf'Ule the traRSf'OFtatien 
Je¥Y limitatioR le, the ~- attrilrnta!,Je 10 that sel!eel year. A distfiet fflilY 
Je¥Y Jess titan the 8FR0URt raised by~ flliHs. TraRSfl0FtatieR aid sitftH l,e 
€0FRf'Uled as if the distfiet had ffffie0 the arneunt raised by ~ fflill<r. 

fat 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. 

W ( 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 eRtitlerneRt 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 AugttSt September I 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 
fef the -1-98+ f'•ya!,le -1-98-S le¥ies aftd for transportation aid for the -W&&­
-1-989 sel!eel 1990 fiscal year shall be the rate that raises $71,2§0,W{! 
$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, 

$87,334,800$87,419,800 . .... 1989. 

8357 

The appropriation for aid for fiscal year 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,S2!l,299 
$73,605,200 for fiscal year I 989 payable in fiscal year I 989. 

The appropriations are based on aid entitlements of $92,097,200 for fis­
cal year 1988 and $86,494,399 $86,594,300 for fiscal year I 989. 

Sec. 8. [APPROPRIATIONS.] 

Subdivision 1. [DEPARTMENT OF EDUCATION.] There is appropri­
atedfrom the genera/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: 

$50,000 . .... 1988. 

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 I. 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: 

(I) 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 child's 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 shall 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: 

(I) 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 special education services for 
their child; or 

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

At least five calendar days before the hearing, the objecting party shall 
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: 

(I) 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 pursuant to clauses (d) and (e) may be 
appealed to the hearing review officer within~ 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: 

(I) 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 stu.dent 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 I, 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 
S€fle<H 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 ~fiscal year is counted as one-half 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 S€flefH fiscal year in a program approved by the commissioner 
is counted as the greater of (I) one-half times the ratio of the number of 
instructional days from the date the pupil is enrolled to the dale 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 S€flefH 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 S€flefH 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) FeHilo 1987 198 8 seileel ye&Fr a j>IIJ>H woo ts ia &RY ef ~ se¥eB 
le His ee11111eEI 11S +A j>IIJ>H ~ Fef !lie 1988 1989 aRa la!ef S€flefH 
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~ 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 I 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 ae<I 
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 I. [ACTIVITIES OF THE ORGANIZATION.) Any fll'f'H 
student enrolled in a vocational technical education program approved by 
the state l,eaffi boards of education and vocational technical education 
may belong to a vocational student organization wltieh 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 ffl -Htese erg0:ni2atioF1s at 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 I 5, I 6A, and I 6B, 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 carriedforward 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 !aHgHage 
ae<l ettlltlfe education act of /988. 

Sec. 6. Minnesota Statutes 1986, section 126.46, is amended to read: 

126.46 [DECLARATION OF POLICY.] 

The legislature finds that a more adeguate education is needed for Amer­
ican Indian fll'f'HS 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 egual educational opportunity to every individual, it 
is the purpose of sections 126.45 to 126.55 to provide for the es1aeliskH1eHI 
ef American Indian laHg11age ae<I ettlltlfe 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 I. For the purposes of sections 126.45 to 126.55, the W<>ff1s., 
phrnses, iHtd terms defined in this section sltall have the meanings given 
te 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 language iHtd €ttltttre education programs. 

Subd. 4. "Participating school" means any nenseetarian nenrulllie, tribal, 
ef alteFnatiYe S€ftOOt sffering a eurrieulHm refleeti•,•e ef Ameriean ff½ffiiHl 
€ttltttre which is fuooee i,y iHtd partieipates ttt tile rreg,arns i-n seetieos 
~ te ~ 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 0f ft ReRseetariaR ReRpuf:ilie, ~ er eltemali•, e sehee-1 et=feriRg 
ft e1:1rrieulum refleetive e.f, participating school, or an American Indian 
€ttltttre 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 I, is 
amended to read: 

Subdivision I. [PARENT COMMITTEE.] School boards and !"'ff'€t­
j>llltftg American lndian schools shall provide for the maximum involvement 
of parents of children enrolled in PiffieFiean lfttii.afl language ftft6 eti-kafe 
education programs 13urs1:1ant te seetiens ~ te ~. including lan­
guage and culture education programs, programs for elementary and sec­
ondary grades, special education programs, and support services. 
Accordingly, eeffift1 im13leftlenHag a f>Fagram, eaeh the school~ tffi6 
peFtieipeliHg 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 eaYise,~• committee feF that p,eg,a111. 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 126.666, sub­
division 2. This committee shall afford parents the necessary information 
and the opportunity effectively to express their views concerning all aspects 
of Hte American Indian language i:tft6 etH-tttre education flFSgFam and the 
educational needs of the American Indian children ,esiaiRg ~ the 
elistFiet's eF sehool's attenelanee BounelaFies 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~ school 
board or pBFlieireliHgAmerican Indian school shall ensure that!l,o rFegFaffi 
~ programs are planned, operated, and evaluated with the involvement of 
and in consultation with parents of children eligiMe le l,e served by the 
f!Fogram programs. 

Sec. 11. Minnesota Statutes 1986, section 126.51, is amended by adding 
a subdivision to read: 

Subd. 1 a. [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 committee 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. [MEMBERSHIP.] The ee111111i11ees committee shall be composed 
selely of parents of children eligible to be enrolled in American Indian 
leHguege .....i e!Hllife 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: p,a, iaee, ho·•·•·· e,, th&!. A majority of each committee shall be 
parents of children enrolled or eligible to be enrolled in the eoffespoaaiag 
p,og,am, !lll<i th&! 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 r•eg,am 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 a pa,1ieipaliag an American Indian school 
consists seleJ.y of parents of children attending the school whese ehila,ea 
ftfe eligihle le ee eaFolleEi ifl AmerieaR fa.e.i.ttR laRgttage ftfta ettHtH=e e4u­
ea#0ft p,og,ams, that membership or board may serve also as the parent 
ad•. isef~• committee. 

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 aa,·iso,y !ask ~ com­
mittees on American Indian laagHage !lll<i ettHtH=e 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 laagHage ....i eHJa,pe 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, parHeipatiRg schools and~ see-­
~ post-secondary institutions for preservice and in•service training 
for American Indian laflgHage aR<l e,ila,pe education teachers and teacher's 
aides, teaching methods, curriculum development, testing and testing mech­
anisms, and the development of materials for American Indian laagHage 
ftft6 etH+tlfe education programs. 

Subd. 9. [APPLICATION FOR FUNDS.] The state board shall apply for 
gFftftls"' Hlflas money which ftfe,"' may eeeome, be available under federal 
programs for American Indian laagHage ....i eHJa,pe 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 aaviso,y tasl< ~ 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 [ADVISORY T~ FORCH COMMITTEES ON AMERICAN 
INDIAN LA~!GUAGH MID CULHJRe EDUCATION PROGRAMS.] 

Subdivision I. The state board of education ....y shall create "" one or 
more American Indian laagHage !lll<i e,ila,pe education aaYise•~ !ask~ 
committees. If e,ealea, 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 laeg11age anti etHIIH'e 
education programs, persons involved in programs for American Indian 
children in HOAseeteriae nos1n:1:blie, -Hf98fl-, eomffHtRity, tfieal 0f aheFHati11e 
American Indian schools, and persons knowledgeable in the field of Amer­
ican Indian laeg11age M><I e,ila,,e education. Members shall be appointed 
so as to be representative of significant segments of the population of 
American Indians. 

Subd. 2. +he adviser, l<lslE feree Each committee on American Indian 
laeg11age ,..,,1 etHIIH'e 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. +he adYisery l<lslE feree Each committee shall .,.,.tfe M><I tl½e 
teRBS-;- eeftlfJeasotioH 8:86 reftloval ef mefftbers Sft£tl.l ee as provided fut: Hi 
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 $50,000 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 
ofteaching. lfrequested, 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 1, 1989. 

Any unexpended balance remaining in the first year does not cancel 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 l 24. 481, there is appropriated: 

$781,400 ..... 1988, 

$781,499$856,400 .... 1989. 

Sec. I 8. [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 COUNCIL.] (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 education 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 Minnesota tribal 
governments in the governance and administration. 

(c) It shall consider methods of forming schools or programs, including, 
but not limited to: 

(I) 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: 

(])forming a special purpose school district superimposed on one or more 
existing school districts, similar to Minnesota Statutes, chapter J 36D; 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 subsequent 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 school 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 its duties. 

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 $7 I ,000 from the genera/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 committee, 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 
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University of Minnesota, Duluth. The coordination and mentorship ser­
vices to be provided by grants 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 to 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, 
for five years. If however, the recipient is placed on unrequested 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
sultation with the higher education coordinating board. 

Only the following American Indian people may receive scholarships: 

(I) 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 J 
$6,000,000 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 8c, 
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. J 
Minnesota Statutes 1986, section 126.51, subdivision 3, is repealed. 

Sec. 23. [EFFECTIVE DATE. J 
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 to contracts entered into after the effective date of section 9. 

ARTICLE 4 

COMMUNITY EDUCATION 

Section I. 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 appropriate 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: 

(l) adult supervised programs while school is not in session; 

(2) parental involvement in program design and direction; 

( 3) partnerships with the K-12 system, and other public, 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 
enrollment 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 I 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; 

(5 I 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 I. [121.203] [HEALTH-RELATED PROGRAMS.] 

Subdivision 1. [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, technically accurate and updated curriculum; 

(3/ cooperation and coordination among districts and ECSUs; 

(4 / a targeting of adolescents, especially those who may be at high risk 
of contracting AIDS, for prevention efforts; 
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(5) involvement of parents and other community members; 

(6) in-service training for appropriate 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 
organizations 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 SOURCES.] 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 I, 1988, the department of education, in consultation with 
the department of revenue, shall make recommendations to the governor and 
the legislature about the organization.financing, and formation of regional 
public library districts. 

Sec. 4. [MINNESOTA ACADEMIC EXCELLENCE FOUNDATION.] 

Beginning in fiscal year 1990, the Minnesota academic excellence foun­
dation shall arrangefundingfor 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 JO, 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, 
chapter401, 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 to the amount appropriated by Laws 1987, 
chapter 398, article JO, section 2, subdivision 2 and is available until June 
30, 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 



93RDDAY] MONDAY, APRIL 25, 1988 8373 

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 representa­
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 collection and 
dissemination of information on emerging uses of technologies in educa­
tion, there is appropriated: 

$20,000 ..... /989. 

Subd. 4. [COMPUTER USE BY TEACHERS.] For collection and dis­
semination of information on usage of computers ,by teachers, there is 
appropriated: 

$30,000 . .... /989. 

Subd. 5. [PER ASSISTANCE.] For assistance to regions and districts with 
their planning, evaluating and reporting process under Minnesota Statutes, 
section 126.664, there is appropriated: 

$60,000 . .... 1989. 

Subd. 6. [AIDS PROGRAM.] For a program to prevent and reduce the 
risk of AIDS, there is appropriated: 

$900,000 . .... 1989. 

The appropriation is in addition to the amount appropriated by Laws I 987, 
chapter 398, article JO, 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, /991. 

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: 

$80,000 . .... 1988. 

The $80,000 is available to reimburse costs in both years of the biennium. 

This sum is added to the sum appropriated in Laws 1987, chapter 398, 
article 10, section 2, subdivision 2. 

Subd. 8. [EDUCATIONAL SERVICES.] For educational services, there 
is appropriated: 

$250,000 . .... 1989. 
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This sum is added to the sum appropriated in Laws 1987, chapter 398, 
article JO, section 2, subdivision 2. 

Subd. 9. [BASIC SKILLS EVALUATION.] To begin a comprehensive out­
side evaluation of literacy systems, there is appropriated: 

$75,000 . .... /989. 

This appropriation is contingent upon the department's receipt of$/ 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. IO. [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. I I. [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 .5 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 to 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
trict staff 

Sec. 10. [STATE BOARD; APPROPRIATION.] 

For a comprehensive study of desegregation and integration costs, there 
is appropriated from the genera/fund to the state board of education: 

$75,000 . .... /988. 

An unencumbered balance in fiscal year 1988 does not cancel and is 
available for fiscal year I 989. 

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 related to deseg­
regation and integration. 

The integration study must identify at least: (I) the costs attributable 
to implementing each district's desegregation plan; (2) the minimum costs 
necessary 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 1, 1988, in consultation with the Duluth, Minneapolis, 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 
committees of the legislature by November 30, 1988. 

Sec. 1 I. [EFFECTIVE DATE.] 

Sections 2, 6, 9, and JO are effective the day following final enactment. 

ARTICLE 6 

OTHER EDUCATIONAL FUNDING 

Section I. 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 district, 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. 9 I, is amended 
by adding a subdivision to read: 

Subd. 7. [REVENUE.] An education district may be eligible for 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. JO. [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 noi 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 yearly 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 I 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. ttt A;,gttst 
ef 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: 

(I) 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 121A.03, subdivision +, 121," ... 96, sul:ldii.risiot1 *, ilft8 
I 21tUl8, s110ElivisieH ¾-;- section 124A .23 if the district i,; eHlitleEI te l>asie 
ffn::tHElation receives general education aid according to that section 121.i\.(¥2; 

fH1 see#eft 121A.H), s1:1bdi,isioR ~#the~ ts e1ttitled te ~ 
tief ate aeeoFdieg te see#eft 121A.19, subdivisioR 4t 

fti+) seetiens 121A.12, subflivisioR J.a-; £lft6 121A.11, subdivision~ if 
the~ ts eligil31e fef ffi-l:Htft Hef flt6 aeeorBiRg te see#eft 121A.12, 
subEli ;isiofl 4t 

ft¥) seetieHs 121A.Q3, s11bai,·isiea 4;- <HIS 275.125, s11eElivisioa 2:i, if 
#!e ~ i,; e11tillea te s11mmer ,;e!,ee! atEI aeeoraiag te seetiefl 121 .2()1; 
<HI<! 

M (ii) section 275.125, subdivisions 5 and 5c, if the district i,; ealitleEI 
te receives transportation aid according to section 124.225, s110Elivisiea 
Sa; 

(iii) section 124.244, if the district receives capital expenditure aid 
according to that section; 

(iv) section 275.125, subdivision llc, 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 Bb, 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 district's certified levy in the preceding 
October JHIFSH:ant t-e seetiens 121A.Q3, 121A.Q6, s"tl:13c4ivisieR *• 121A.Q&, 
S"tl:13c4ia.risieR *,- 121-A. lQ, S"tlbc4i risies *, 121A.12, sul3c4ivisieR Ja-;- 121/'.. l 1, 
sul3Eli¥isieR §.a; ftfte 275.125, 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 eHti1leme11ts 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: 

(I) 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) sections 121A.03, subdivision 4-, 121A.06, s1:1bElivisieH *, &ftft 
121A.08, s1:1bdi•lisiea ~ section 124A.23 if the 5eft&0t district tS entitles 
te &ftSt€ fettn8ation receives general education aid according to that section 
121A.02; 

AA seelieas 121A.Hl, s11bai,,isiea Ji>, "8EI 121A.2Q, s11baivisiea ~ # 
ll!e seltool <HSlfiel is ea1itlea tfl thi•EI tie• aia aeee,aiag ta~ 121A. IQ, 
suhElivision 4t 

(-H-B seeHons 121A.12, subElivisien *, aft& 121A. l 1, subdivisioR 3-&;- i.f 
tfie 5eft001.ei-sa=iet ts~ fef foHRl=J Her ai-ti aeeoFEling te~ 121A.12, 
subelivisies 4t 

W seeliflft 121A.Q:l, s11baivisiea 1, # ll!e seltool <HSlfiel is eatitlea !fl 
sumffier ~ ate aeeorBing te seeliflft 121 .201; iffl6 

M (ii) section 275.125, subdivisions 5 and Sc, if the school district is 
eatitlea !fl receives transportation aid according to section 124.225, stt!,-
8ivisioR Sa; 

(iii) section 124.244, if the district receives capital expenditure aid 
according to that section; 

(iv) section 275 .125, subdivision II c, 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 .27 I; 

(vi) section 275.125, subdivision Sb, 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 puFsuaH:t te seetieHs 121A.Q3, 121A.Q6, sttbE:li .risien J.a., 121A.Q8, 
suhElkisieR~ E!1A.1Q, subel:i,isieR~ 121A.12, subdivisieR*, 121A.11, 
sub Eli, isieR 5a, 121A.2Q, s1:11eE:livisieR ~ &fta 275 .125, 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 repJace 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 graduotion aid for eligible pupils age 21 or over, 
equals an allowance of65 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 of 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 auditors 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. 1 I. [124.575] [SECONDARY VOCATIONAL COOPERATIVE 
REVENUE.] 

Subdivision 1. [ELIGIBILITY.] A secondary vocational cooperative 
established under section 123.351 is eligible for secondary vocational 
cooperative revenue if it nieets 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 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 JO. 

Subd. 2. [REVENUE.] Secondary vocational cooperative revenue is $20 
per actual pupil unit in the participating school districts of a secondary 
vocational cooperative. 

Subd. 3. (LEVY.] To obtain 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 to 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 STUDHITS PUPILS.] The following stadeets pu­
pils are eligible to participate in the high school graduation incentives 
program: 

(a) any~ pupil who is between the ages of 12 and 16 and who: 

(I) is at least two grade levels below the performance level for sllideets 
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 
6fle"' ffl8f& elass !'••ieds BB more than 15 consecutive school days in the 
preceding or current school year; 

(b) any sl8tieftt 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 s!adeets 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 stadents 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: 

(I) has received less than 14 years of public or nonpublic education, 
beginning at age 5; 

(2) has already completed the studies ordinarily required in the 10th 
grade but 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 12 7.2 7, subdivision 7, the provisions of section 
127.29, subdivision I, 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.] StueeRts 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 slueeRIS pupils who are eligible to participate under subdivision 
2, clause (a), (b) e,, (c), or (d); 

(b) SlueeRls Pupils eligible to participate under subdivision 2, clause (b) 
Sf, (c), or (d) may enfoll 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 anyslttdefttpupil 
who is eligible to participate under subdivision 2, clause (a), (b) e,, (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 I, is 
amended to read: 

Subdivision I. [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 Supplement, 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 
I 6 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 [~ STATE AIDS AND LEVIES, CERTIFICATES OF 
l~IDEBTED~!ESS.] 

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 
valuation for special education and . 7 mills on each dollar of adjusted 



8382 JOURNAL OF THE SENATE [93RDDAY 

assessed valuation for expenses for secondary vocational education. Each 
participating school district shall include 6"elt 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 levies to the board promptly when received. 
s.,ei, These levies shall not be included in computing the limitations upon 
the levy of any participating district tHHief see!isAs 121A.03, 121A.06, 
sub0i¥isieH Ja-, 124A.Q8, suBElis. isian *, 121A.1Q, subElivisieR Ja, 121A.12, 
sHMi•;isise 3tt-; 121A.11, SHbdivisise *, aAd 21S.12S. The board may, 
any time after 6"elt 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 1, 
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, 124.2137, 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 1, 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. 7 4, 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 1360.87, 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 Sttelt these tax levies 
in the next tax roll which it shall certify to the county auditor or auditors 
and shall remit the collections of Sttelt these levies to the board promptly 
when received. s.,eJ, These levies shall not be included in computing the 
limitations upon the levy of any participating district ttRGef seetieas 121A.03, 
121A.00, Sli0divisieR *, 121A.Q8, sHBdivisioR ¾, 121A.10, st:tbdivisioR 
'>a-; J24A.12, sHbeivisian ¼, 124A.14, sHbeivisian ~atl6 275.125. The 
board may, any time after Sttelt these levies have been certified to the 
participating school districts, issue and sell certificates of indebtedness in 
anticipation of the collection of Sttelt levies, but in aggregate amounts Sttelt 
as that will not exceed the portion of the levies which is then not collected 
and not delinquent. 

Subd. 2. [PROHIBITED LEVIES.] Notwithstanding section 136D.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 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, 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, 124.573, 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 to 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 amount 
of this levy shall be recognized as revenue for the fiscal year in which the 
levy 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. Se. [INTERDISTRICT COOPERATION LEVY.] This subdivision 
does not apply to special school district No. l, independent school district 
No. Jl, 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: 

(/) is a member of an education district, under sections 122.91 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 JO to 12, science in grades 10 to 12, 
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foreign languages for two years, computer 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 SPECIAL EDUCATION STUDY STUDIES.] 

The sum of $100,000 $250,000 is appropriated for fiscal year 1988 from 
the general fund to the legislative commission on public education for the 
commission to conduct: (I) 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. [MEMBERSHIP.] The legislative commission on public edu­
cation shall appoint 18 members who represent various sizes of school 
districts and geographical areas of the state. Each member shall be a 
person who has knowledge of: 

(I) 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 to 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 shall be represented on the task force: 

(]) 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; 

8385 

(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, teai:hers, and students; 

(16) independent school district Nos. 11 and 625 and special school 
district No. I; 

( 17) the business community; and 

(18) associations representing nonpublic education. 

ln addition, six members of the legislature shall be appointed to the task 
force. The subcommittee on committees of the committee on rules and 
administration of the senate shall appoint three members of the senate. 
The speaker of the house of representatives 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 legislative commission shall convene the first meeting 
of the task force by July 1, 1988. 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 
following: 

(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, including 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 subcommittees shall be representative 
of various sizes of school districts and geographical areas of the state. 

Subd. 5. [EXPENSES AND EXPIRATION.] The task 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.] To 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.] For adult high 
school graduation aid, there is appropriated: 

$1,000,000 . .... 1989. 

lfthe appropriation is insufficient, the aid must be prorated. 

Subd. 4. [INTEGRATION GRANTS.] For grants for integration expen­
ditures, there is appropriated: 

$12,013,600 . .... 1989. 

Grant amounts may not exceed $981,900 for independent school district 
No. 709, Duluth, $5,950,300 for special school district No. 1, Minneapolis, 
and $5,081,400for 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/or 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 committees of the legis­
lature about the actual expenditures 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: 

$20,000 . .... 1989. 

Subd. 6. [NORTHEAST MINNESOTATECHNOLOGY CONSOR­
TIUM.] For a grant to the northeast Minnesota technology and education 
consortium to develop a pilot computer technology program, there is 
appropriated: 

$50,000 . .... 1989. 

Subd. 7. [NORTHWEST 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 

MISCELLANEOUS 

Section I. 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 Sffi!e al the time eha!e the owner of the improvements, 
in addition to all other required payments, the appraised amount for the 
improvements. +l>e ameHHI ,eeei~e~ BY the Sffi!e feF 11,c im~•evemeftts 
ffltiS4: ee rate te #te seffief 0f lessee 0f eeifs, FepreseRtotives, et=~ 

ef the seffleF"' i-. Payffteftl - ee made BY "aFFaft! affiWft BY the 
eomffiissioner ef f.i:Ranee ~ the s+ttk treas1:1rer. Afflou.nts reeeiveEI +ef 
#te imprevemeHts at=e 8flf)FBpriate0 fat- fflakiHg the pe.yffieR~s 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 that 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 l"'fsetl seekiRg ;i,. l>eReftt 
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 timberon it, and make the purchase ifno 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 I 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 I. [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 ffift<ie 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 shall 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 I, 1986, the commissioner of natural resources shall adopt 
rules under chapter I 4 to establish procedures for leasing 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: 

(I) 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, ihe 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 lot offered 
for sale the costs of surveying, appraising, and selling the lot, and shall 
first deposit !he ees<s •eeo,·e,ed ift into the permanent school fund ftft<I 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 
from 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. ~!01withsla1tdi1tg seeffeft ~ Slll>­
Elivisioa 4; as le reqt1ests fef sale ef lalceshaFe l'6ffi reeeh•et:I aefefe JaAuory 
-l-; +98+, ffte eemmissieeer ~ heW ffte sale befere Oeto'3er -3--1-; +98+;- if 
f'OSSilale, ftft6-; H He! f'OSsilale, the las shall l,e efferetl feF S!lie a! !he -
sale ffi fft.e s1:1eeee8ing year. 

Sec. 4. Minnesota Statutes 1987 Supplement, section 92.67, subdivision 
I, is amended to read: 

Subdivision I. [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~+; -1-99-l 
December 31, 1992, and the commissioner shall complete all requested 
sales and sales arising from those requests by ~ +; ~ +he lessee 
malEi1tg !he~~ desig1tale !he 1eese, af MOO e, !he lease f'&)'FReRt 

. fft !he ye&f !he ~ is made 18 l,e ttSea ftS jlftfl af !he <lewft f'&yffleftt 
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) +he For an appraisal conducted before the effective date 
of this section, a lessee requesting the sale may select 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 unc.er 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 administration'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 
from 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) +l>e lessee may Sffl!' tile sale rrneess llffef tile arr•eisel lmt befere 
the 5ftl.e.:. ~ lessee ffittSt rnimbttFse Hie eommissiener fef the east ef the 
•rr•eisel if tile sale ;;; storrea 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 
for sale at a price that incorporates the county assessor's estimated market 
value of the improvements adjusted by the assessment/sales ratio as deter­
mined by the department of revenue. 

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 I, -W8+ 1988, the sale shall 
be held not later than by October 31, -W8+ /988, 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, +98e 
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 commissioner 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 3 I 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 year all lots in a platted area. If a 
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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 until sold. 

(b) +he last sales shall ee Itel<! ift W9b- 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 H>e lifHe ef 
H>e 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 ffilffit ee rebid, 
if possihle, l>t H>e 5ftffle sale may be reoffered for sale as provided in section 
92 .06, subdivision 4. 

Sec. 7. Minnesota S_tatutes 1986, section 92.67, subdivision 5, is amended 
to read: 

Subd. 5. [TERMS OF SALE.] For the sale of the public lands under 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 
eiglt! pereeiH l"'f yellf 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 enrollment 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.] 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.] In order that a pupil 
may attend a school or program in a nonresident district, the pupil's parent 
or guardian must submit an application to 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 submir 
an application by January 1 for enrollment during the following school 
year. 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 districr 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.] Within 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 to 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. JO. [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. 11. [INFORMATION.] A district that does not exclude nonresident 
pupils according to subdivision 3 shall make ieformation 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 Ia, is 
amended to read: 

Subd. la. Any pupil who, pursuant to section 123.39, subdivision 5, has 
continuously been enrolled since January I, 1977 in a school district of 
which the pupil was not a resident may continue in enrollment in that 
district,aoo fflat dis!oosl>aHbe eensidered ffle j>ltf>il-'s dis!oo <>f residenee. 
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Sec. 10. Minnesota Statutes 1986, section 120.075, subdivision 3, is 
amended to read: 

Subd. 3. Any pupil enrolled on either January I, 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 residentpursuant to sub­
division I may attend the public schools of that district as a Feside1,t. 

Sec. JI. 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, subdivision I, is 
amended to read: 

Subdivision I. The state board of education may permit a pupil whe 
eHfflllt, to enroll in a school district of which the pupil is not a resident te 
ee seemed u ,esident pllj!tt el' ¼hat <1is1Ftet ~u,suant te 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 pupils 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 I, is 
amended to read: 

Subdivision I. A pupil may enroll in a school district of which the pupil 
is not a resident aft<! be deemed u Fesident pllj!tt el' ¼hat <lislFtet ~u,suant 
ta under this section. 

Sec. JS. 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 I Ith or 12th grade pupil who has been enrolled in a 
district tel' -at -lea-st tftfee e00see1:1tit.1e yeftfS 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. 
+lie l"'f'H shaH be eonsiae,ed a ,esideet el' 11,e <HSfftet ti, whielt ¼hat sa,de,,t 
is eRFolled. 

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, is 
amended to read: 

Subd. 2. A school board m of a district maintaining a secondary school 
may by a majority vote provide for the instruction of any resident pupil in 
a school district in an adjoining state Hellfef te 11,e j>tlj>il-'-s j>laee ef ,esiaenee 
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thaH the sclteel 6f the FesiEleat Elist,iet, the Elistaaees beiHg measa,eEI by 
the tt5ool t,aveleEI -· Any charge for tuition or transportation, by the 
district se atteaEleEI Of fef trnaspe,tatiea in the adjoining state, shall be 
paid by the ~ resident district prn, iEleEI that Sl±ffi. The pupil shall 
een~iRHe te be considered a pupil of the resident district et FOsideH:ee for 
the 1:1aymeRt purposes of apf)ertionment ilfttl 6tHef state -£HEl.s- aid. 

Sec. 18. [120.105] [EDUCATION STATEMENT.] 

Subdivision 1. [STATEMENT CONTENTS.] Each year every school, as 
defined in section 120.101, subdivision 4, offering a kindergarten program 
must 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 kindergarten: 

"The state of Minnesota requires that every chi!¢ 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 year and the 
school years thereafter, every child between seven and 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 I 8 years 
of age shall receive instruction for at least 170 days each year. Every child 
under the age of seven who is enrolled in a half-day kindergarten, or a 
full-day kindergarten program on alternate days, or other kindergarten 
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 I 987 Supplement, section 120, IOI, sub­
division 9, is amended to read: 

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: 

(I) 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 periods 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 8, 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 2000-200/ 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, is 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 enrollment 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 eaeh -yetlf 
by September .J..!i whether ii wit! rarlieirale 30 of its participation in the 
program during the following school year. Fer the 1987 1988 sc-heel year, 
a <HS!fiet - f!et#y the eOR!RlissiOHOf by ffily +, -l-9&7-c 

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 Deeemller January 1 for enroll­
ment during the following school year. Fer the 1987 1988 se-heel year,"" 
arr!iealioH - l,c sullmiltea by AitguAf -1-, -l-9&7-c 

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 I whether 
the pupil's application has been approved or disapproved. Fe, Ike +9&'.7-
.J-9&1, seheel yea,, RolifiealioR Ifttffit eeettf l>y At,gttS! .J.G, ~ 

Sec. 25. Minnesota Statutes 1987 Supplement, section 123.3515, sub­
division 5, 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 Mo,ember December I of each year 
for enrollment during the following school year. Fe, Ike I 987 1988 sebeel 
yea,, QR Bf'flliealioR Ifttffit be sabmil!ea l>y At,gttS! +, ~ 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 ~lo,·ember December 20 whether the pupil's 
application has been approved or disapproved. Fe, Ike 1987 1988 sebeel 
year, RotifieatioR RHtSt eeettf l>y At,gttS! .J.G, ~ 

Sec. 26. Minnesota Statutes 1987 Supplement, section 123.3515, sub­
division 6, is amended to read: 

Subd. 6. [TRANSPORTATION.] +he RORresiaeR! ai-sffiet shall f'FOViae 
tFanspeFtatieH: wtlfl-tft thttt a4s-tftei fef HBH:FesideRt ~ enrelled tlft6ef tft-i.s 
seelioR. +he state shall !'fry traRSflOrtatioR aia te Ike <Hffl'i€t aeeoraiag t-0 
seetieR 124 .22§. T-l!e resiaeRt 8+sffiet is oot ••~sires to flFOviae Of l"'Y fef 
!FORSflOF!BtioR BOIWOOR a l"'JlH 'S resiaeRee aoo taellereef ef !fte RORfOSiaeR! 
aistriet. 

A parent or guardian may apply to the nonresident district for reim­
bursement for transportation costs 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.] Pa)'ffiOR! ef HlSRaatiOR aid er gene,al eaueatien aid fef 
l"'J'HS eRrollea ift a RoaresiaeRt 8+sffiet RHtSt be fflll<ie aeeoraiRg te seetieR 
12VUl36, subaiYision 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 I 986, section I 24.18, 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 
exc1usive 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. 81. [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 school 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 pupil's 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 I b, is amended to read: 

Subd. I b. [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 year 
and over 18 years of age beginning with the 2000-2001 school year who 
do not attend an elementary or secondary school. The program offers 
academic instruction necessary to 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. [GERTA!~/ ~IO~IRESIDE~ITS ALTERNATIVE ATTENDANCE 
PROGRAMS.] The feaREiatioR general education aid for districts must be 
adjusted for each pupil, excluding a handicapped pupil as defined in section 
[20.03, attending a nonresident district under sections 8, /20.075, /20.0751, 
120.0752, 123.3515, 126.22, and 129B.52 to 129B.55. The adjustments 
must be made according to this subdivision. 

(a) ¥OHREiatioR General education aid paid to a resident district must be 
reduced by an amount equal to the feFmttla allowaRee t>IHS the total tier 
Fevenae peF aettHt1, pttfHt tKH-t ef ffte FflsideRt_ ~ tfffteS t-fte RHmBer ef 
l"'l'H IH½ils <>f f"'j>HS eRFolleEI in a RORFesideRI general education revenue 
exclusive of compensatory revenue attributable to the pupil in the resident 
district. 

(b) Fe1:1:A8ation General education aid paid to a nonFesi8ent district serv­
ing a pupil in programs listed in this subdivision shall be increased by an 
amount equal to the fe,mula allowaRee t>IHS the total tier •e·,•e11ue pe, ~ 
l"'l'H llffil <>f the noRFesident di5!fiel times the numbe, <>f l"'l'H IH½ils <>f 
Aonresitlent ~ enrollee ffl ~ general education revenue exclusive of 
compensatory revenue attributable to the pupil in the nonresident district. 

( c) If the amount of the reduction to be made from the fe11ndatioR general 
education aid of the resident district is greater than the amount of fouREiation 
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 progrnm 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. lf a report was filed 
before October 1, /987, 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 /993 by an 
amount equal to five percent of the district's administration costs for the 
/990-/991 school year. if the reduction exceeds the district's general edu­
cation aid, the reduction shall be made from other aids paid to the district. 

Subd. 3. [ADJUSTMENT OF YEARS.] The commissioners of employee 
relations and education shall adjust the years designated in subdivision 2 
for school districts with implementation dates after December 31, 1991. 

Subd. 4. [EXTENSIONS.] The commissioner of employee relations must 
extend an implementation date upon a finding that failure to implement 
was attributable to 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 period of employment, and 
after completion thereof, the probationary period in each school 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 110! Jes,; 
ffl-a,R- 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 60to119 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 I. 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 I 23. 35, subdivision 
5. 

Sec. 36. Minnesota Statutes 1986, section 125.17, subdivision 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 school 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 !!el less thaft at least three times each year for a teacher 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 teacher 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 I 26.22, subdi­
vision 2, is amended to read: 

Subd. 2. [ELIGIBLE STUDENTS PUPILS.] The following stadeRls pu­
pils are eligible to participate in the high school graduation incentives 
program: 

(a) any st\laeflt pupil who is between the ages of 12 and 16 and who: 

( 1) is at least two grade levels below the performance level for s!adeRIS 
pupUs 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 
aae ef fft0fe €iftSS ~ ett more than 15 consecutive school days in the 
preceding or current school year; 

(b) any st\laeflt 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 staeeRls 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 stueeRls 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.] StueeRIS whe ilfe eligiele to par­
~ IH!6ef sueeivisisR ;! a,ay eRf0lt tt1 IAe fellswiRg VFSgrams: (a) A 
pupil who is eligible according to subdivision 2, clause /a), (b), or (c), 
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-, m-ay eM0H stu0ents Wft0 ftfe eligiele te portieipate tl-ft6ef 5ti&­
Eli\'isieR ~ etftltSe fat;, f&t et: fett. 
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(b) S!uElee!s A pupil who is eligible le pa,lieipale IHIElef according to 
subdivision 2, clause (b) or (c), may enroll in post-secondary courses under 
section 123.3514; ftftd. 

( c) Any pttbtte seeeedaf)' edueatieR prng,0111 may eafflll oey stu<leet A 
pupil who is eligible le pa,tieipate 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. [STUDE~ITPUP/L ENROLLMENT.] Any eligiblestu<leetpupil 
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 s!utleft! pupil under subdivision 2 to enroll in a 
nonresident district whielt that has an eligible program under subdivision 
3 or an area learning center established under section 1298.52. A stu<leet 
eR<ellieg in a p,egF&lll in a ReR<esideRI liistriet tHHief this seetieft skaH be 
eeesidered e: resideRt 0f 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 fe,111ula allewaeee 
plus Ike l6tal aer ,evenue an,illu!aMe 10 !hat basic revenue of the district 
for 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 scholarship, a 
student shall: 

(l) be a United States citizen or permanent resident of the United States; 

/2) be a resident of Minnesota; 

~ /3) attend an eligible program; 

(:'.½ ( 4) have completed at least one year of secondary school but not have 
graduated from high school; 

f41 (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 

f"1 /6) demonstrate need for financial assistance. 

Sec. 44. Minnesota Statutes 1987 Supplement, section 126.67, subdi­
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 tef eem­
FHHRieatieR, 1H:athem:oties, scie1rne, ilft6-see-i-al s-k:ttttes shall not exceed H¥e 
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 I, is amended to read: 

Subdivision I. 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 I 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 league, Wffi> !l,e Sftffie ~ af!t! ~riYileges a,; 
ether R1eR1hers ef its ge,•erniHg booy. 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 I 5 .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 sai4 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.!8, 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 
from 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, subdivision 2, is 
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 a eertifieE! l"'hlie aeeeuHlaHt or the state auditor. 

Each year by September I, 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 audit. 
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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 qualzfied 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/or 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. 12 I, 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 to 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. ! 1, 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: 

(I) 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. 9 I; 

(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 
wilefe. The school districts in the cooperative ftfe must be contiguous 91H 
are sigRifieaH.t Elistanees t1fHH4 se ffte:t etftef +efffiS. ef eaetJeFatiee Me ft&! 
f'F&eHeal :ind 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. ! 1, 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 designation and approval of 
area learning centers that meet the provisions of Minnesota Statutes, sec­
tions /29B.52 to /29B.55. 

The four area learning centers designated in 1988 as exemplary shall 
be subject to the state approval process beginning July I, 1990. 

Area learning center designation shall begin July I, /988. 

Sec. 53. Minnesota Statutes 1986, section 134.351, subdivision 7, is 
amended to read: 

Subd. 7. [REPORTS.] Each multicounty, multitype system receiving a 
grant pursuantto 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 Statutes 1986, section 136D.81, is amended to read: 

136D.81 [DAKOTA AND GOODHUE COUNTY DISTRICTS, JOINT 
VOCATIONAL SCHOOL.] 

Subdivision I. [AGREEMENTS.] Two or more of the special school 
district numbered 6 and the independent school districts numbered 191, 
192, 194, 195, 196, 197, 199 aft<I, 200,252, and 256, located wholly or 
partly in the ee\lflty 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. 8 I to I 36D. 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 18 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. I 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.I0; 

(b) an additional employer contribution 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. I 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 not 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 to 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. I 15, 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 -l-3tlt last day ef the last ffl0ftth of each fiscal 
year the board shall adopt and cause to be published 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 I 5, 
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 
Jive 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 I 5 days of the request. For each 



8408 JOURNALOFTHESENATE [93RDDAY 

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./6, 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 between 
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 1. [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 students in grades 9 
through 12 to receive instruction throughout the entire year; and 

/2) maintain a record system that.for purposes of section 124 .17, 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 years 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 delaying 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 I 79A, 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 124.17, 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 to 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 computation for the learning year programs 
begins July 1, 1988, for fiscal year 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 to 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 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 !aconite production tax revenues to the !aconite environ­
mental protection fund pursuant to section 298 .28, subdivision 11, and to 
the northeast Minnesota economic protection trust pursuant to 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 /aconite 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. lf 
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 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 taxation 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.] 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. 6. [BONDING LIMITATIONS.] Bonds may be issued under authority 
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. [TERMINATION 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 APPROVAL.] 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 
Minnesota Statutes, section 645.021, subdivision 3. 

Sec. 63. [SCHOOL DISTRICT NO. 7IO BONDS.] 

Subdivision 1. [AUTHORIZATION.] lndependent school district No. 710, 
St. Louis county, may issue bonds in an aggregate principal amount not 
exceeding $1,000,000, in addition to any bonds already issued or autho­
rized, to provide funds 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. 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 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 !aconite 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 to section 
298 .28, subdivisions 9 and 11, in equal shares, an amount sufficient to 
pay when due JOO 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 !aconite 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. lf 
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 anticipation 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. 7 JO 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 to 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. J 
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 I, 1989. Section 8, 
subdivision I, and Minnesota Statutes 1987 Supplement, section 123.3515, 
are repealed June 30, 1990. 

Sec. 66. [EFFECTIVE DATE.] 

Sections I, 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 J 36D.85, and upon 
execution of an agreement with the board of intermediate school district 
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No. 917. 

Section 8 is effective for the 1989-1990 school year and thereafter. 

After December 31, 1993, the provisions of Minnesota Statutes, section 
92 .67, subdivisions 1 and 3, apply only to sales made under section 6, 
subdivision 4, clause (a)(5). 

ARTICLE 8 

EDUCATION FACILITIES 

Section I. [121. 148] [SCHOOL DISTRICT CONSTRUCTION.] 

Subdivision 1. [POSITIVE REVIEW AND COMMENT.] lf 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. [NEGATIVE 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 to 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 Elef)OFtffleHt 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 Hlfl<ls 
expenditure facilities revenue according to section 275.125, subElivisim1 
-I+&; elai>se teh is iRitiateEI section 4, subdivision 6, clause (2). 

Subd. 2. [PLAN SUBMITTAL.] The Elepo,tmeRt of eElueatien commis­
sioner, after the consultation required in subdivision I, may require a school 
district engaging Ht-a eonstrnetioa, remeEleling, 6f-site ifflf)Fovement~ 
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 EleJJ&Rmeet of eElueatieR commissioner shall approve 
or disapprove the plans within 60 days after submission. A seheel Elistriet 
shall fl0I owaFd eeat,aets befere ¼1,e Elepa,tmeRI appreves ¼l>e ~ 

Final plans shall meet all applicable state laws, rules, and codes con­
cerning public buildings, including sections 16B.59 to 16B.73. +he<lej,oFl­
-ef eaueatieft' s app,sval sltaH be limited le eempliaRee with applieaMe 
Sffl!e law,;, flfle&, aR<I eeEles aR<I shall ,easeRably eeRfoFm le ¼1,e FOOOffl­

menEleEI eElueatisaol sleRElaFEls establislteEI by ¼l>e ElepeFtmeRI of eElueetiBR. 
The department may furnish to a school district plans and specifications 
for temporary school buildings containing two classrooms or less. 
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Subd. 3. [FINAL PLANS.] If oo a construction contract has not been 
awarded within two years of approval, the approval shall oo tttttgeF not be 
valid. After approval, final plans and the approval shall be filed with the 
def!artment .::ommissioner of education. If substantial changes are made to 
approved plans aftef itil!!l appre¥a!, documents reflecting the changes shall 
be submitted to the Elef!artmeRt e.f e81:1eation commissioner for approval. 
Upon completing a project, the school board shall certify to the depart111eHt 
commissioner that the project was completed according to the approved 
plans. 

Subd. 4. [CONDEMNATION OF SCHOOL BUILDINGS.] The dej,art­
ffteftt ef e81:1eation commissioner may condemn school buildings and sites 
wmeh 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 Wffi€fl: 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 shall 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 papulatieH 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; 

(e) se f.aF as ts kne•.rtn, a description of existing facilities within the area 
to be served th-ateffefthes-ame6f5fffl-Htlf-5ef-Yieeand 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 ff0ffi 
ethef s0t1Fees, including other school districts, post-secondary institutions 
fer highef e<luee!ien, or other public buildings; and the anticipated effect 
that the rrepesal facility will have on existing facilities and services; 

(f) the anticipated benefit of the facility to the area that will result frem 
the faeility; 

(g) if known, the relationship of the proposed construction to any prior­
ities wiHelt that have been established for the area to be served; 

(h) the availability and manner of financing the facility and the estimated 
date to begin and complete the facility; ftft8 
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(i) desegregation requirements that cannot be met by any other reasonable 
means; and 

(j) the relationship of the proposedfacilityto 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. I/the comfliissioner 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 a the legal newspaper of ge,>e<al eifeHlalion 
it, !lie !lfea 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 (I) an operating fund to a non oper­
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 discontinued. 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 
2+§ .12§, sHeaivision Ha 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 I 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: 

(I) $137 times its actual pupil units for the school year; or 

(2) the difference between $400 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: 

(I) 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. 4. [ALTERNATE LEVY.] !fa 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: 

(I) 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 expenditure 
facilities levy under section 3. 

Subd. 6. [USES OF REVENUE.] Capital expenditure facilities revenue 
may be used only for the following purposes: 

(I) 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, buildings, and 
permanent attached fixtures; 

( 5) 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 dispose 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 according to section 123.36, 
subdivision JO; 

( 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 I 161.37 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 chapter 475. 

Subd. 9. [FUND ALLOCATION.] Capital expenditure facilities revenue 
may be allocated to the capital expenditure fund or the debt redemption 
fund. Each year a district shall notify the department about 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. JO. [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 I. [REVENUE AMOUNT.] The capital expenditure equip­
ment revenue for each district equals $,I--£ $70 times its actual pupil units 
counted according to section 124.17, subdivision I, 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 fflfee mills #ffies ffle aEljusted assessed ·,ah1a1ieR ef ffle di<;tfie\ 
fef ffle p,eeediRg yeaf the district's capital expenditure equipment revenue 
as determined in subdivision I multiplied by the lesser of one, or the ratio 
of: 

(I) 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) ¼a aeguiFe ttl:fttl fat= sekee:l-~UF-fl8SOS; 

~ f8 eef.iuiFe et=, eeH:stmet lmildiags fef sehee-1, fll:IFJ.rnses, ff apprev=ed 
lry-tke eeffl:tftissi:eeer ef edueatieR aeeording te ftfJplieeble statutes ftfttl-flffeS-t 

~ 1e fefll"' lease lmildiRgs fef seheel puf!leses; 

f41 fl) ~ reetiuip, ifflpr01.•e, aatl FefltHf seh-oo-l ~ buildiags aDd 
perfflaHeHt attached fi~~tl:1:Fes; 

~ te eliFRiRate· 08ffiers et: iaerease aeee,ss. re· seheel 0uil8isgs ~ ~ 
ieapf'ed isdh iduals; 

t6f le Niftg seheel ln1ildi11gs iato eempliaRee with ffle u11i¥e,m ftfe eede 
adopted aeeonling t6 ehapter 1991¾ 

f+t fl) reFRove asbestos ft:efft seh-oo-l buildisgs, eReapsalate asbestos, et: 

~ asbestos related re13airs; 
f8t fl) eletm ¼l'f' aftEI diSf'OSe ei pol) ehloriaated 0if'hCR)•ls f'8\lfte tft ~ 

baildisgs; 

f9t le eleftfl "!', femeve, dis~ese ef; allt! f!lllke f"f"'H'S re!atea le st6fiDg 
l!eati-Rg Hie!"' 1,a11spertatie11 f-uels sueh as aleehel, gaseliae, Hlel eth allt! 
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~ f\lel, as ElofinoEI H> seetffift 29e.01; 

fl1» fef ~ ~ fef ~ baihlings &Rd fe ffllll<e HIOBifiealiORS 
if the aadit iRElieales the eesfs e&11 l>c •eeo·,•e,eEI wi¼llift left ~ 

flB re iHlpFO','" bai!EliRgs that .,.. lease,! •eeo,diRg re seetiefl 123, 3e, 
subElhzisioR H¾ 
~ fe !'a,' sreefal asseSSHI0RIS Je;,tt,d agaiRs¼ ;;eheel prnpeFI) bit! Rel 

te pa:r assessmeets ffif sef-Y4.ee eh:erges; 

fH1 to pay capital expenditure equipment related assessments of aR 

educetioRe:1 eoef)eratiYe Gef¥i.eettfttt any entity formed under a cooperative 
agreement between two or more districts; 

fl4J re rar p<iReipal &!Id iRle,esl ell slale loolls fef ette<gy eoRsen•alioR 
aeeo,diRg re see#en 11 eJ, 37 e, loolls fRft<!e .,..<le, the ROFlhoasl MiRROSOIB 
oeoRefflie proloelieR IFl¾Sl fuftd ac{ aeee,EliRg le seelieRs 298.292 le 298.298; 

fH1 (2) to purchase or lease computers and related materials, copying 
machines, ftfta telecommunications equipment, and other noninstructional 
equipment; 

~ ( 3) to purchase or lease equipment for seeeRda,y veea1i0Ral edtt­
ea#efl 1nograms &f 5efli6f seceRBary int:h1Strial Etfffi instructional programs; 
aR8 

fl'B (4) to purchase textbooks; 

(5) to purchase library books; and 

(6) to purchase vehicles except those/or which a levy is authorized under 
section 275.125, subdivision 5/. 

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 I, is amended 
to read: 

Subdivision I. [REVIEW BY COMMISSIONER.] (a) +e the ""1elll FRell­

ey-s- are ff0ffi #me te #me avaHaBle heFeuHEler, 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. A~~!ieatiens 'Mth the aeeem~anying <la!<i s~eeified 
ffi suadiYisieR a sltall be filea between Oeteaer ~ et atty yellf aft<! the 
fe!!ewing Jutte -h 

(b) Any school board wltielt 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: 

( l) the facility receives a fa, Ofahle 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; 

(B) the facilities could not be made available 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 to needs Wftt€fl: 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 Joan, shaJI assume a M ffli.H 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 'fflle<I 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 lite <iateef al'!'f8'.'al 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 eR lite <late 
ef eppre, el on December I of the year the application is received, under 
the limitation in section 475.53, subdivision 4, or 24 percent of the most 
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 (I) to (3), subject to subsequent reduction 
in accordance with this clause. 

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. +lie ~11esli0R of a1111ta,iaiRg lite 
8effewiag ef flHtEl.s f0f die faeilities shall M suhffliUed te the -Yet-efS. ef the 
~ el a reg-tti£tf 0f speeial eleetieH. +Re (tl:lOSt:ieR SlibHliUe8 sh-all S¼ffie 
lite lelftl 0lft811RI le ee 88ff8We8 ff0lft all se11Fees. A Rtaja,ilr sf these 
¥e!tRg eR lite ~11es1i0R shall ee s11ffieieRI ta a1111ta,iae !he tH5lfiel le effee¼ 
lite - leftft "l'l'liealiaR aR<i alse le iss11e lite l,eH<ls "" !'llelfe sale t,, 
e.eeordeeee ~ ekapt:er 4-+:§.:. Applications for loans shall be accompanied 
by (a) a copy of the resolution, and (b) a eeitifieale l>y lite elefk sltewiRg 
lite ¥018 a! lhe eleeliaR, tej a certificate by the clerk and treasurer showing 
the then outstanding i.ndebtedness of the district, aR<i ~ a ee,1ifiea1e l>y 
lite eettftty &llt#!ef ef eaeh eettBty iR wi>iel> a jl8fMfl ef lite tH5lfiel #es 
sk0•11ing Ehe iRfoRBet:iee i-a the au0it:er' s effieta.l. reoofEi.s whteft ts reguire6 
le 9e IIS88 ffl SOlft!'llliRg !he <lebt lffRil ef lite ~ till8ef seelieR 47§ . §3 , 
st18divisi0e 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 shall obtain from 
the commissioner 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 91' LOA~!S 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 ti &flY 8jl!'lieaRt distfiel is promptly notify any district 
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found not qualified it slt&H ec J'FSmJ'tly netiflea thereef by the state board 
of the state board's decision. The commissioner shall make recommenda­
tions concerning each capital loan to the education committees of both 
houses of the legislature by February 1 of each year. The commissioner 
shall also report on the funds remaining in the capital loan account, and 
if necessary, request that another bond issue be authorized. Qa Janaa,y -1-
&Rti :kl½- + e.f eooh yeaF-; the esfftFRissiaRer SflftH make a EletermiaatisR eR 

aH JleRBing BpfllieotieRs Wflteft ft&¥e <eeeft 0ft fi.le with the eolfl:fflissioner 
fft0fe tflaft ette fB0tttft-:- If flfl applieaat ts flH&lifieEl tfl: the apinieR e.f the 
eemmissieeer Gfte,#te aggregate 9f the ftfflBHnts ~fef tlees flef ~ 
tbEl effte1:1et &\•oilohle et= wltieft eatt 9e fftfttle available ffl the ~ leatt 
aeeo1:1et, al-I le&fts. se Bflfllied +et= shal-l 9e gnntteEI., sttejeet ~ eeeeflt&Ree 
hy #te res13eeti•.1e Eiistriets as Sf!eeifieEI ~ If the aggregate en:eeeds t-he 
IHft0ttft! wl,lel½ B"' eatt Ile m&<le a¥ailable, file ee111111issieao• Gl>all allet 
file .,ailaele amoanl lll1l6flg file ~••lifiea •!'!'lieanl aislfie!s, 8f ""Y ef 
them-, aeeeFdiHg ffi tfte eaffimissioRer' s jttdgmeRt &ft6 diseretieA eased ttJ30ft 
ffteit: respeeti'.•e ftee6S-=-~ eemRlissieRer saaH premptly ~ ffi eaeh 
tfU&liHed ap13heoet ~ ate &fftBHRt, ff atty, ef the~ le&ft granted 
fft tr,. sttejeet te e&justtBent tift8ef st:1'38i, isieR +, el-ause- f4+:-

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 voters of 
the district at a regular or special election. The question submitted shall 
state the total amount to be borrowed from all SOl.!,rces. 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 to 
the commissioner of education a certificate 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 $20,000,000, 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
missioner of education to make debt service loans and capital loans to 
school districts as provided in sections 12436 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 1 in the second year after the date of issue must be credited 
from 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, but 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 Jaeuary J. aetl July 1 of eaeh yea, J 988, the commissioner shall 
make a 8eteF1Hieation 0ft all pending applieatioH:s that awards to no more 
than two qualified applicants whose applications have been on file with 
the commissioner more than one month. If the e:1313lieents are deteFmined 
16 be ljUalified by the eoeuHissioeer Oftd the tetal areouet of the g,aets 
llf'l'lied fa, d0es ft0I e,,eeed the - B'lailal,le t>< that eae be reade 
a¥ailal,le ie the ieeeeti•,e grBftl aeeouet, all g,aets se llf'l'lied fa, shall be 
arrroved, .1 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 armmg equally between the 
fl:U:elified approved applicant districts, eeeeFdiRg te the eemmissieRer' s 
judgreeet aetl diseretioe based "I""' tl>eir resreeti•,·e eeeds. 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 submit 
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 those 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 ooHds are 
at1tl!ori,ed question is approved by the voters, the commissioner shall notify 
the eeuflty auditer of eaeh eeuflty ie wltiel! tile j6iet J>0WefS distriet is 
leettted approved applicant districts that the grant amount certified under 
subdivision 4 is available and appropriated for payment of r•ieeiral aetl 
ieteresl 01t tile ooHds isstted tillder tl!is st1bdi¥isioe, aetl the auditer shall 
retl!tee tile :ieiftt pewero dislriel' s debt sewiee le¥ies aeee,diegly under this 
subdivision. If a majority of those voting on the question 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. -II The contract obligates the state to pay to the joint powers board 
an amount computed according to subdivision 4, "I""' reeetp1 i,y the WHt­

missiener af a eertil=ied reselutien 9f the jt,iflt J>6WefS beare ,,erifying that 
eontraets ha¥e 1'eett entered iBte fer eonstruetion or remodeling 9f the 
faeilities fOf whie!, the grant i,; awa,ded and tho! "'-Is af the jt,iflt J'6W"fS 
<listff0¼ ha¥e 1'eett tssue<I and seltl iH the amount neeessa,y to l"'Y aH f'F"ie€t 
eosts iH """"'"' ef the ameunl of the grant, and estimating the eosts and 
according to 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 J, 
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 district'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. I 7. 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 
$8,00!l,OO!l $16,000,000 in the manner, upon the terms and with the effect 
prescribed by sections l6A.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 future costs of acquisition 
and betterment/or a project that has been reviewed under section /21.15 
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 
held 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) notwithstanding section 475.59, as a conjunctive question autho­
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 years 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 years 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 District No . ....... be approved?" 

If approved, the amount provided by the approved millage applied to each 
year'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 to the payment of the costs of the approved project before its final 
completion must be transferred to the district's debt redemption fund. 

Sec. I 9. [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 substance 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 Juel 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. 

Afire safety plan must contain a description of the current/ire 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 district in earlier years under section 275 .125, 
subdivision 11 c. 

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: 

(I) 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 attribut­
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 safety 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 
safety 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 school 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. I I e. [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 to 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 i:ost 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. J 
Sections 33 to;.836 are repealed June 30, 1989. 

Sec. 23. [CAPITAL LOANS.] 

Subdivision I. [LOAN TO MILACA SCHOOL DISTRICT] A capital loan 
in an amount not to exceed $4,791,000 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 REDWOOD FALLS SCHOOL DISTRICT.] A capi­
tal loan in an amount not to exceed $5,838,000 to 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/or 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/or 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 I Jc, 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 effective 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 I, and by adding a subdivision; 120.0752, sub­
division I, and by adding a subdivision; 120.08, subdivision 2; 120.73, 
subdivision I; 120. 74, subdivision 1; 121.15; 121.88, by adding subdivi­
sions; 123.35, subdivision 8; 123.35 I, 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, subdivision 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. 12 I, subdivision 2, and by 
adding subdivisions; 129B.20, subdivision I; 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 I; 92.67, subdivisions I, 3, and 4; 120.0752, 
subdivision 3; 120.101, subdivisions 5 and 9; 120.17, subdivisions I and 
3b; 121.912, subdivision l; 122.91, by adding a subdivision; 123.3515, 
subdivisions I, 2, 3, 5, 6, and 9; 123.39, subdivision 1; 124.17, subdivision 
I; 124.214, subdivision 3; 124.223; 124.225, subdivision 8a; 124.244; 
124.26, subdivision lb; 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 I, 4, and 5; 124A.24; 124A.27, subdivision I; 
124A.28, subdivision I, and by adding a subdivision; 126.22, subdivisions 
2, 3, 4, and by adding a subdivision; 126.23; 126.67, subdivision 2b; I 29. 121, 
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subdivision I; 129B. I I, subdivision 2, and by adding a subdivision; 129B.53, 
subdivision 2; 136D.27; 136D.87; 275.125, subdivision 5; and 422A.IOI, 
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 I le; 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 0. 
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.F. 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.F. 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 5, as follows: 

Those who voted in the affirmative were: 

Adkins Davis Johnson, D.J. Metzen Ramstad 
Anderson Decker Jude Moe, D.M. Reichgott 
Beckman 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, R. W. Taylor 
Brataas Gustafson Luther Piper Vickerman 
Cohen Hughes Marty Pogemiller Waldorf 
Dahl Johnson, D. E. Mehrkens Purfeerst Wegscheid 

Those who voted in the negative were: 

Belanger i Frank Knutson McQuaid Merriam 

So thelbill, 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.F. 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 actuaries; 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 I; 176.01 I, subdivisions I la, 18, and by 
adding a subdivision; 176.021, subdivision 3; 176.061, subdivision 10; 
176.081, subdivisions I and 3; 176.101, subdivisions I, 2, 4, 5, and by 
adding subdivisions; 176.102, subdivisions I, 7, and 11; 176.105, sub­
division I; 176.111, subdivisions 6, 7, 8, 12, 14, and 20; 176.131, sub­
divisions la, 2, and by adding a subdivision; 176.132, subdivisions I, 2, 
and 3; 176.136, subdivision I, and by adding a subdivision; 176.421, 
subdivisions I and 6; 176.645, subdivisions I and 2; 176.66, subdivision 
11; 176A.03, by adding a subdivision; and 480A.06, subdivisions 3 and 
4; Minnesota Statutes I 987 Supplement, sections 176.041, subdivision 4; 
176.081, subdivision 2; 176.102, subdivisions 2, 3, 3a, 4, and 6; 176.111, 
subdivisions 15 and 21; 176.131, subdivisions I and 8; 176.155, subdi­
vision 1; 176.221, subdivision I; 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 I, 3, and4; 175A.08; 175A.09; 
175A. 10; 176.011, subdivision 26; 176.101, subdivisions 3a, 3b, 3c, 3d, 
~3~~3h,3i,~,3k,31,3m,3~~3~3~3~~3t,3u,~6;~ 
Minnesota Statutes 1987 Supplement, section l 75A.07, subdivision 2. 

RECONSIDERATION 

Mr. Stumpf moved that S.E 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 Peterson, R. W Vickerman 
Berg Frederickson, D.J. Larson Purfeerst Wegscheid 
Bernhagen Frederickson, D.R. Lessard Ramstad 
Bertram Gustafson McQuaid Renneke 
Brandl Johnson, D.E. Mehrkens Schmitz 

Those who voted in the negative were: 

Berglin Diessner Kroening Metzen Pogemiller 
Chmielewski Frank Lantry Moe, D.M. Reichgou 
Cohen Freeman Luther Novak Spear 
Dahl Hughes Marty Peterson, D.C. Waldotf 
Dicklich Johnson, D.J. Merriam Piper 
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The motion did not prevail. 

MOTIONS AND RESOLUTIONS - CONTINUED 

S. E No. I 963 and the Conference Committee Report thereon were reported 
to the Senat~. 

CONFERENCE COMMITTEE REPORT ON S.R 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 I; 469.015, subdivision 4; 
469.071, by adding a subdivision; 469.155, 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. 

The Honorable Jerome M. Hughes 
President of the Senate 

The Honorable Robert Vanasek 
Speaker of the House of Representatives 

April 25, 1988 

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 I. .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 $300,000. 

Sec. 2. Minnesota Statutes 1986, section 4I0.32, 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 4 75. 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 I. [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: 

(I) to sue and be sued; to have a seal, which shall 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) to delegate to 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 includes 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 caused 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 I 974, 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 or housing projects owned or operated by it; 

(9) to provide in federally assisted projects any relocation payments 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; 

( I 0) to make, or agree to make, payments in lieu 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 operated 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; 

(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 purposes 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) if a local 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 IO; 

(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-
1ition of unsafe, unsanitary, hazardous, and unfit buildings, as provided in 
section 469.041, clause (5). 

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. In exercising, pursuant to 
any general or special law, any power under chapter 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 (l) 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.] Notwithstanding sec­
tion 469.068, the Bloomington port authority need not require competitive 
bidding with respect to a structured parking facility constructed in con­
junction with, and directly above or below, or adjacent and integrally 
related 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. l 2. [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. l 65, 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 50l(c)(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 municipality 
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 to 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. I 651] [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 
certlficates 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 to 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 outstanding, 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 to 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 469.165 at the time of issuance of the refunding obli­
gations if long-term obligations are issued to refund notes or certificates 
of indebtedness issued pursuant to this section. 

Subd. 2. [REVENUE 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, together 
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, maturity.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 to 
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 
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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 to this section 
may bear interest at a rate varying periodically at the time or times and 
on the terms, including convertibility to a fixed rate of interest, determined 
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 agreement 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 authority 
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 to 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, is amended to read: 

Subdivision I. Except as provided in subdivision 3, 5a, 15 or~ 17, or 
as expressly authorized in another law, all obligations of each 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 smallest 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 any 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. II. 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 4.5 60 days after the date of publication. If the published 
notice does not state the specific date ftH<i or amount for the sale, it shall 
specify the manner in which notice of the date ftH<i 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 IIIKI, (ii) general obligation 
tax-exempt securities rated A or better by a national boitd 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 (I) 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 thts eloose 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 I, -1-99() 1991, 
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, ff 

(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 ur 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 obligation 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, 
unless 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 e, ad<liH-g a,ry aiseoMnl, 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 eF Elisestn1t, 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 dollar 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 IO. The proceeds 
of crossover refunding obligations, Jess 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 1, 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 to 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 I 2 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 receiyed 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. lf 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 275.56, 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 taxes 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 payable 
in 1989 is the sum of (I) 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, subdivision 4, 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 limit 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 Ji. 

Subd. 5. [EXCEPTIONS.] For taxes payable in 1989, the amounts levied 
for the following costs are not subject to the limitation under subdivision 
3 or 4: 

(I) 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.] 1fthe 
commissioner of employee relations finds, after notice and consultation 
with a governmental subdivision, that it has failed to implement its plan 
for 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 
Jive percent; provided that 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 implementation 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 Jund. 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 a port authority established under Minnesota 
Statutes, 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.JO. 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 to 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. [NOT 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.] An enabling resolution 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.] An 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.] An 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 enabling 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 i,ifluencing 
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 resolution 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 to 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. /fa 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 
3. 

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, JO, 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 issuance 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 0. Voss, Steve A. 
Sviggum 

Mr. Pogemiller moved that the foregoing recommendations and Confer­
ence Committee Report on S.E 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.F. 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 11, 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, D.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 Senate 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. 17 44 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 S.E No. 1744 and that the bill be placed on its repassage as amended. 
The motion prevailed. 

S.E 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 called, and there were yeas 40 and nays I, as follows: 

Those who voted in the affirmative were: 
Adkins 
Anderson 
Beckman 
Belanger 
Berg 
Berglin 
Bernhagen 
Bertram 

Brandl 
Brataas 
Dahl 
Decker 
DeCramer 
Dicklich 
Frank 
Frederick 

Freeman 
Gustafson 
Hughes 
Johnson, DE. 
Jude 
Laidig 
Lantry 
Larson 

Mr. Chmielewski voted in the negative. 

Luther 
Marty 
McQuaid 
Merriam 
Olson 
Pehler 
Peterson, R. W 
Piper 

Pogemiller 
Ramstad 
Schmitz 
Spear 
Storm 
Stumpf 
Vickerman 
Waldorf 

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 bill 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; regulating 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. 15 I: A Senate resolution honoring Grace Sandness 
of Maple Grove, Minnesota, for her contributions to the role 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 B jarne 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 I. 

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

The question was taken on the passage of the bill. 

The roll was called, and there were yeas 45 and nays 0, as follows: 
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Those who voted in the affirmative were: 

Adkins Chmielewski Johnson, D.J. McQuaid Pogemiller 
Anderson Dahl Jude Merriam Ramstad 
Beckman Decker Kroening Moe,R.D. Schmitz 
Belanger DeCramer Laidig Novak Spear 
Berglin Dick.Heh Langseth Olson Storm 
Bernhagen Diessner Lantry Pehler Stumpf 

Bertram Frederickson, D.J. Larson Peterson, D. C. Vickerman 
Brandl Freeman Luther Peterson, R. W Waldorf 
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.F. 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.0l I. 

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.F. No. 2079 and that the bill be placed on its repassage as 
amended. The motion prevailed. 

S.F. 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 
Beckman 
Bernhagen 
Bertram 
Chmielewski 
Decker 
Dicklich 

Diessner Johnson, D.J. 
Frederick Knutson 
Frederickson, D.J. Kroening 
Frederickson, D.R. Langseth 
Freeman Larson 
Gustafson Lessard 
Hughes Luther 

Those who voted in the negative were: 

Metzen 
Moe, R.D. 
Morse 
Peterson, D.C. 
Piper 
Pogemiller 
Purfeerst 

Renneke 
Schmitz 
Solon 
Stumpf 
Taylor 
Vickerman 
Wegscheid 
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Anderson 
Belanger 
Benson 
Berg 
Berglin 
Brandl 
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Brataas 
Dahl 
DeCramer 
Frank 
Johnson, D. E. 
Jude 

Knaak 
Lantry 
McQuaid 
Mehrkens 
Merriam 
Moe,D.M. 

Novak Storm 
Olson Waldorf 
Peterson, R. W 
Ramstad 
Reichgou 
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.F. 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 l; 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.F. No. 2452 and that the bill be placed on its repassage as 
amended. The motion prevailed. 

S.F. 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 176.0II, sub­
division 15; and Minnesota Statutes 1987 Supplement, section 3.732, 
subdivision I; 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 
Benson 
Berg 
Berglin 
Bernhagen 
Bertram 
Brandl 
Brataas 
Chmielewski 
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Dahl Johnson, D.E. 
Davis Jude 
Decker Knaak 
DeCramer Knutson 
Diessner Kroening 
Frank Langseth 
Frederick Lantry 
Frederickson, D.J. Larson 
Frederickson, D.R. Lessard 
Freeman Luther 
Gustafson Marty 
Hughes Mc Quaid 

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

Putfeerst 
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: 

8453 

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

S.F. No. 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. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned April 25, 1988 

CONCURRENCE AND REPASSAGE 

Mr. Marty moved that the Senate concur in the amendments by the House 
to S.F. No. I 987 and that the bill be placed on its repassage as amended. 
The motion prevailed. 

S.F. 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 Johnson, D. E. 
Davis Jude 
Decker Knutson 
DeCramer Kroening 
Dicklich Langseth 
Diessner Lantry 
Frank Larson 
Frederick Lessard 
Frederickson, D.J. Luther 
Frederickson, D.R. Marty 
Freeman McQuaid 
Hughes 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: 

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. 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.E 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: 

I 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 I; 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 
3 I. 

Senate File No. I 963 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 re passed 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 Clerk, House of Representatives 

Transmitted April 25, 1988 
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CONFERENCE COMMITTEE REPORT ON H,F. NO. 2008 

A bill for an act relating to elections; clarifying certain public campaign 
financing limits; amending Minnesota Statutes 1986, section I0A.25, sub­
division 10; Minnesota Statutes 1987 Supplement, sections I0A.255, sub­
division I; IOA.32, subdivision 3; repealing Minnesota Statutes 1986, 
section l0A.32, subdivision 3b. 

April 25, I 988 

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. 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 I. Minnesota Statutes 1986, section I0A.15, is amended by 
adding a subdivision to read: 

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 JOA.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 I0A.25, subdivision 10, is 
amended to read: 

Subd. 10. The expenditure limits imposed by this section apply only to 
candidates whose opponents 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; 

W An allocation of money from the state elections campaign fund; "' 

fl,t Gre<lits agaiftst the ™< at1e et i1tdi,•idHals whe eoRlfibHle te !hat 
eandidate. 

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 I0A.255, subdi­
vision I, is amended to read: 

Subdivision I. [METHOD OF CALCULATION.] The dollar amounts 
provided in section I0A.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 -1-%+ 1982 as a base year. 

Sec. 4. Minnesota Statutes 1987 Supplement, section I0A.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 I0A.25 and that (b) 
except for an amount equal to 25 percent of the expenditure limits set forth 
in section J0A.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 I 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 Hl-ef ;!!; f"'l'€eB! ef the •*reeailHFe lffflits set fflF4ft ffl seetffift 
HJA.2§, btf! He! el<eeeaieg $1§,Q{l{l, 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 J0A.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 I 
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 JOA.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 I. 

The board prior to the first day of filing for office shall forward forms 
for the agreement to all filing officers. The filing officer shall without delay 
forward signed agreements to the board. An agreement may not be rescinded 
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after September I. 

Before the first day of filing for office, the board shall also forward a 
copy of section 2 to al/filing officers. Before September I, 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 JOA.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 IOA.15, by 
adding a subdivision; and IOA.25, subdivision IO; Minnesota Statutes I 987 
Supplement, sections I0A.255, subdivision I; and !0A.32, subdivision 3; 
repealing Minnesota Statutes 1986, section I0A.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.F. 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.F. 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.F. 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, D.M. Storm 
Benson Decker Knutson 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. Stumpf 
Davis Hughes Lu1her 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.F. 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 
Beckman 
Berglin 
Bertram 
Brandl 
Davis 
Dicklich 

Diessner 
Frank 
Frederickson, D.J. 
Freeman 
Hughes 
Johnson, D.J. 
Jude 

Kroening 
Langseth 
Lantry 
Lessard 
Luther 
Mar1y 
Merriam 

Those who voted in the negative were: 
Anderson 
Belanger 
Benson 
Berg 
Bernhagen 
Brataas 

Chmielewski Gustafson 
Dahl Johnson, D. E. 
Decker Knaak 
DeCramer Knutson 
Frederick Laidig 
Frederickson, D.R. Larson 

Moe, RD. 
Morse 
Novak 
Pehler 
Peterson, D.C. 
Piper 
Purfeerst 

McQuaid 
Mehrkens 
Moe, D.M. 
Olson 
Peterson, R. W 
Pogemiller 

Reichgott 
Schmitz 
Solon 
Spear 
Smmpf 
Vickerman 

Ramstad 
Renneke 
Storm 
Taylor 
Waldorf 
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.F. No. 2292: Messrs. Chmielewski, Lessard and Peterson, R. W 

Mr. Moe, R.D. moved that the foregoing appointments be approved. The 
motion prevailed. 
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MOTIONS AND REso{~IONS . CONTINUED 

Mr. Metzen moved that the name of Mr. 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 Holdingford School 
District. 

Referred to the Committee on Rules and Administration. 

RECESS 

Mr. 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.E No. 1304. 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: 

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 176.0ll, 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.E 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.E 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 roll was called, and there were yeas 38 and nays 27, as follows: 

Those who voted in the affirmative were: 
Adkins 
Anderson 
Belanger 
Benson 
Berg 
Bernhagen 
Bertram 
Brataas 

Davis Johnson, D. E. 
Decker Jude 
DeCramer Knaak 
Diessner Knutson 
Frederick Laidig 
Frederickson, D.J. Langseth 
Frederickson, D.R. Larson 
Gustafson Lessard 

Those who voted in the negative were: 

Beckman 
Berglin 
Brandl 
Chmielewski 
Dahl 
Dicklich 

Frank 
Freeman 
Hughes 
Johnson, D.J. 
Kroening 
Lantry 

The motion prevailed. 

Luther 
Marty 
Merriam 
Metzen 
Moe,D.M. 
Moe, R.D. 

McQuaid 
Mehrkens 
Morse 
Olson 
Purfeerst 
Ramstad 
Rennek.e 
Schmitz 

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

Solon 
Storm 
Stumpf 
Taylor 
Vickerman 
Wegscheid 

Reichgott 
Spear 
Waldorf 

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 69.03 I, 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 I, 3, and 6; 240.18; 270.075, subdivision 2; 270.41; 
270. 70, subdivision I; 271.01, subdivision 5; 273.05, subdivision 1; 273.061, 
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subdivision 2; 273.112, subdivisions 3 and 6; 273.121; 273.124, subdi­
visions I 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 I; 
290.934, subdivisions I, 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 I; 297.06, subdivisions 1, 
2, 3, and by adding a subdivision; 297.08, subdivision I; 297.12, subdi­
vision I; 297 .35, by adding a subdivision; 297 A.02, subdivision 4; 297 A. 15, 
subdivisions 1 and 5; 297 A.16; 297 A.17; 297 A.21; 297 A.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 1, 2, 5, and by adding a subdivision; 349.22, 
subdivision I, and by adding subdivisions; 375. 192, subdivision I; 375.83; 
473.167, subdivisions 2, 3, and by adding subdivisions; 473.249, subdi­
vision I, 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; 477 A.Oil, subdivision 11, and by adding a sub­
division; and 477A.015; Minnesota Statutes 1987 Supplement, sections 
16A.1541; 60A.15, subdivision I; 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 I; 272. I 15, subdi­
vision 4; 272.121; 273.061, subdivision I; 273.1195; 273.123, subdivi­
sions 4 and 5; 273.124, subdivisions 11 and 13; 273.13, subdivisions 23, 
24, and 25; 273.135, 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 I; 274.19, subdivisions I, 2, 3, 4, 6, 7, 
and 8; 275.07, subdivision I; 275.50, subdivision 2; 275.51, subdivision 
3h; 276.04; 279.01, subdivision I; 290.01, subdivisions 3a, 4, 7, 19, 19a, 
19b, 19c, 19d, 19e, and 20; 290.015, subdivisions I, 2, 3, and 4; 290.06, 
subdivisions I, 2c, and 21; 290.081; 290.092, subdivisions 3, 4, 5, and 
by adding a subdivision; 290.095, subdivisions I, 3, and by adding a 
subdivision; 290. 10; 290.17, subdivision 2; 290. I 91, 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 I; 297.01, subdivisions 7 and 14; 297.03, subdivision 6; 297.11, 
subdivision 5; 297A.01, subdivision 3; 297A.212; 297A.25, subdivisions 
3 and 11; 297B.03; 297C.04; 298.2213, subdivision 3; 299.01, subdivision 
l; 349.212, subdivisions I and 4; 349.2121, subdivisions 4a and 10; 349.2122; 
349.2123; 469.174, subdivision 10; 469.175, subdivisions I, 2, 3, 4, and 
by adding a subdivision; 469.176, subdivisions I, 4, and 6; 469.177, 
subdivisions I, 3, 4, and by adding subdivisions; 473.446, subdivision I; 
475.53, subdivision 4; 475.61, subdivision 3; 477A.012, subdivision I; 
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 424A; 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. J 195; 273.13, subdivision 15a; 273.1394; 273. 1395; 273. 1396; 
273. I 397; 275.081; 275.082; 275. 125, subdivision 22; 290.06, subdivision 
20; 290.077, subdivision I; 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, I 988 

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.F. 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 I 

INDIVIDUAL INCOME TAX 

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

Subd. 3a. [TRUST.] The term "trust" has the meaning giwffitttprovided 
under the Internal Revenue Code of I 986, as amended through December 
31, -1-9861987. 

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

Subd. 7. [RESIDENT.] The term "resident" means (I) any individual 
domiciled in Minnesota, .except that an individual is not a "resident" for 
the period of time that the individual is a "qualified individual" as defined 
in section 9ll(d)(l) 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: 

(l)(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 

(ii) exempt-interest dividends as defined in section 852(b)(5)W 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 fuftd e, series et fuoos regulated investment company as 
defined in section 85/(a) of the Internal Revenue Code of 1986, or the 
fund of the regulated investment company as defined in section 85/(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 chaplet 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 99-5 I 4, applies. 

Sec. 4. Minnesota Statutes 1987 Supplement, section 290.01, subdivi­
sion 19b, is amended to read: 

Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.] 
For individuals, estates, and trusts, there shall be subtracted from federal 
taxable income: 

(I) interest income on obligations of any authority, commission, or instru­
mentality of the United States to the extent includable in taxable income 
for federal income tax purposes but exempt from state income- tax under 
the laws of the United States; 

(2) if included in federal taxable income, the amount of any overpayment 
of income tax to Minnesota or to any other state, for any previous taxable 
year, whether the amount is received as a refund or as a credit to another 
taxable year's income tax liability; &Aa 

(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 material.s 
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for, or transportation to, extracurricular activities including sporting events, 
musical or dramatic events, speech activities, driver's educatiori, 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 JO; and 

(6) the amount ofunrecovered 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.] (a/ An indi­
vidual is allowed a subtractionfromfederal 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, 
/987, 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 (I) 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 I 362 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 (c) 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 

(ii) 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 (!)(A) thereof shall instead be references 
to subdivision 1, and the excess, if any, of the subtraction base amount 
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 2c, is amended to read: 

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

fB F6f ta,,able yea,s beginning llffel' 9eeember :H, -1-986, ttR<i l>efure 
JaAHary I, 4-988 

tftal<ableffiOOHICt<r. 
fl<>l<Wef$4-;00!l 
,wer $1,QOO, oot ft<>! 
,wer $11,QOO 
,wer $11,QOO, oot ft<>! 
tw-er $21,QOO 
,wer $21,QQQ 

the - t!r. 
4j!efeetl! 
~ """' {i j!efeetl! ef the 
Clt€%S<Wef$4-;00!l 

~ """' & j!efeetl! ef the 
Clt€%Sffi'Cf$1l,QQQ 
$-1-,J&Q pltiS 9 j!efeetl! ef 
the Clt€%S <Wei' $21,QQQ 

~ F6f tal<able years beginning after 9eeemeer 3-1, .J.9&+ 
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 C<jttal te left l"'f€ettl ef the - f'l'HI by the ta,.~ayer lHldef 
seeHeft ~ ef the h>lernal Re•,entte C-eae ef -1-986, as amended threugh 
9eeember :H, +9&e computed using the following schedule of rates: 

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

Married individuals filing separate returns, estates, and trusts must 
compute their income tax by applying the above rates to their raxable 
income, except that the income brackets will be one-half of the above 
amounts. 
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(b) The income taxes imposed by this chapter upon unmarried individ­
uals, meHieEI ineli•, iE11:utls fi.Hfl.g sepaFate FetuFHS, estates, ftfttl. m:tS-ts must 
be computed by applying to taxable net income the following schedule of 
rates: 

fB 1'01' tfH<ftble Y"!lfS beginning afleF Deeember 3-1, WU-; and bel<>Fe 
JanHOf)' -I, -1-98& 

if ™"""" ifleeme is; 
net<Wef~ 
twer $3 ,(J(J{J, oot net 
<Wef$9-;00(l 
twer $9,(J(J(J, oot net 
twer $16,()()(J 
0¥t>r $16,()00 

the - is; 
4i,ereet>! 

$-J-;!{) j>ll>S 6 --
ef the """"55 <Wef ~ 

$48() j>ll>S g --
ef the - - $9,-000 
»,{)4-() j>ll>S 9 --ef the """"55 tWer $16, ggg 

~ l'er tfH<ftble Y"!lfS beginning ofter Deeemeer 3-1, W&-+ 
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 etjiH>I le left i,ereeft! ef the - l'8ffi by the loxpoyer IHlder 
seetien ~ ef the Internal Revenue Ee<le ef WU-; as amenaea lhreugh 
Deeember J.-1--,- +986 computed using the following schedule of rates: 

if taxable income is: the tax is: 
over $42,700, but not 0.5 percent of the 
over $93,000 excess over $42,700 
over $93,000 $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, -1-986 /987, 
must be computed by applying to taxable net income the following schedule 
of rates: 

fB l'er tfH<ftble Y"!lfS beginning !!tiff Deeember 3-1, WU-; and bel<>Fe 
JanUOf)' -1, -1-98& 

if -..l>le ifleeme is; 
net<Wef~ 
tWer $3,500, oot net 
tWer $ I0,()00 
tWer $!0,000, oot net 
tWer $18,5@ 
tWer $18,50() 

the-is, 4 __ 

$-l-40 j>ll>S 6 --
ef the """"55 <Wef ~ 

~ j>ll>S g --
ef the - tWef $!0,(JQ(J 

~ j>ll>S 9 --ef the e,,eess"""' $18,500 

~ l'er tfH<ftble Y"!lfS beginning ofter Deeember 3-1, W&-+ 
if taxable income is: the tax is: 

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

of the excess over $16,000;. 

plus an amount etji!i>l le left i,ereeft! el' the - l'"ffi by the 10,.poyer IHlder 
seetien ~ ef the Internal Re·,·enue Gede ef WU-; as amenaea threugh 
Deeemeer 3-1, -1-986 computed using the following schedule of rates: 

if taxable income is: the tax is: 



93RDDAY] MONDAY, APRIL 25, 1988 

over $64;300, but not 
over $135,000 
over $135,000 

0 .5 percent of the 
excess over $64,300 
$353.50. 
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( d) In lieu of a tax computed according to the rates set forth in this 
subdivision, the tax of any individual taxpayer whose taxable net income 
for the taxable year is less than an amount determined by the commissioner 
must be computed in accordance with tables prepared and issued by the 
commissioner of revenue based on income brackets of not more than $100. 
The amount of tax for each bracket shall be computed at the rates set forth 
in this subdivision, provided that the commissioner may disregard a 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: 

(I) The numerator is the individual's Minnesota soHreee source federal 
adjusted gross income as defined in section 62 of the Internal Revenue 
Code of 1986, as amended through December 31, 1986, after applying the 
allocation and assignability provisions of section 290.081, clause (a), or 
290.17; and 

(2) the denominator is the individual's federal adjusted gross income as 
defined in section 62 of the Internal Revenue Code of 1986, as amended 
through December 31, .J.9&e 1987, increased by the addition required for 
interest income from non-Minnesota state and municipal bonds under sec­
tion 290.01, subdivision 19a, clause (I). 

(f) Any individual who has income which is included in the computation 
of federal adjusted gross income but is not subject to tax by Minnesota 
other than income specifically allowed as a subtraction under section 
290.01, subdivision 19b, shall compute the tax in the same manner described 
in paragraph (e). The numerator of the fraction under paragraph (e) is 
the individual's Minnesota source federal adjusted gross income reduced 
by the income not subject to Minnesota tax and the denominator is the 
federal adjusted gross income. 

Sec. 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 i~ liable for taxes on or measured by- net income to 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 tax is actually paid in the taxable year or a subsequent 
taxable year. A taxpayer who is a resident of this state pursuant to section 
290.01, subdivision 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./7. 

(c) If the taxpayer is an athletic team that apportions all of its income 
under section 290./7, subdivision 5, paragraph (a), the credit is deter­
mined by multiplying 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 (b) or (c) shall not exceed 
the amount of tax so paid to the other state or province or territory of 
Canada on the gross income earned within the other state or province or 
territory of Canada subject to 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 I. [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 /986, 
as amended through December 3/, 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 to 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) $/0,000 for a married taxpayer filing a joint return if a spouse is a 
qualified individual, 

(ii) $8,000 for a single taxpayer, and 

(iii) $5,000 for a married taxpayer filing a separate federal return. 

(2) The qualified individual's 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) $15,000 for a married 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, RECIPROCITYs CIUiOIT 
!'GR TAXHS P-AW +G A~!OTIIHR STATH.] 

(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, e,. 

(b) If ""Y '""l'")'er wh6 is a resieeHI ef !his stale-;- e, a elemeslie ee,.. 
flBFalieH: 0f eeFporatieR eemmereia.lly elemieileel thereie, ftB-0 Became l+a,e.l.e 
fef -HHEeS oo 0f ffl:east:tred ~ ~ iaeefAe f0 aeether -s-ffl-te 0f -a flFBviaee 0f 
teFFitory ef Caeeela apea, if the ta~tf)ayer is &ft iAdi, idttal, 0f if the tanr,a,•er 
is &B aUdet:ie teaHtflfHiaHeft:fte~ Hte0fBe i-s ~porHeaed te ~Uanesete, 
~ ineeme, m: Hit is a CBFflBFaHee, esHMe-; 0f ~ ~ Hte0fBe derived 
H0fft #te flOFfflFFB:8860 ef flOFSBAal 0f fJFOfessieAel SOFYiees \oYiffttftstteft ~ 
stale er jlrB¥iHee er lerrilsry of Canaela an<i ~ te la!ialisH IH>8ef !his 
ehft!'leF !he ta..!'•) er sltaH ec enli!leel It> a eredit agaiftst !he llfH0iffl! ef tlH<es 
payable HiKleft-Ms eh.apter, efstteh]:)ropeffiee thereof, asstteft~Hte&fBe 
~ te la!ialisn tn Sifeh stale e, jlre¥inee er lerrilery &f CaJ1aea lleafs 
f0 #te tlutpayer' s efttire gf0SS Hte0fBe ~ f0 t1urnliefl 1.tftaef th-ts eh apter; 
jlrB <'iaee ( B Iha! Sifeh eredit sltaH tn ne e¥elll e,<eeea !he llfH0iffl! &f -
se ,ate: f0 saeft eHief state er 13re ,inee 0f tenitery ef CaRade oo #te !f0SS 
Hte0fBe eeme4 wtfhift 5tteft ~ s-tate er previnee er teHitory ef Canef:ia 
&REl ~ f0 tanaHee -1:tftEleF #tis ehapte£, &fHl tit t:fte allo•n anee ef Stieft 
eredit shall ftOt Bjlerale ffi re<k,ee !he - jlayable IH>8ef !his ehft!'leF ffi 
"" ame11nl !es& ffliln wettl4 hlw<, been jlayable if !he gr<>SS iaeefAe earneel 
½ft Stieft ffiftef' Sfflte 0f flFBvieee 0f teHitery e.f tftft00-8: ltad eeeH e1£eh:1Ele8 
ffl eeRlpHtieg ftef teoome tteaef #tts eftapter. A taJEpayef whe is a resident 
&f this Sfflle f!UFSH8At te ~ 29Q.Ql, SHbdivisien +a, ektttse ~ &Ba is­
~ ffl ineeftle tit¼ as a resiElent ift the state &f the individual's domieile 
is net alleweel tlm eredit llltles!! !he stale &f elemiei!e Elees net ~ a 
sinH!af~ 

fet +he eommissioRer shall by ffll.e determiRe ~ ~ f& gf0SS 
Hte0ffteearneeltnanyelhersta1elhe •!'l'lieab!e elallseef ffli-s seelien. When 
it is deemed to be in the best interests of the people of this state, the 
commissioner may determine that the provisions of clause (a) shall not 
apply. As long as the provisions of clause (a) apply between Minnesota 
and Wisconsin, the provisions of clause (a) shall apply to any individual 
who is domiciled in Wisconsin. 

t<lt -'-'+a!< 80 Paia-'-'- as """" tn !his ~ !flellllS tlH<es en er measures 
by ~ teoome payable ffi aeotfter Sfflfe er provinee er territery &f Gae-aaa 
en Hte0fBe earneel Wtlhin !he l<H<a!,le yea, f6f whielt !he eredit is elaimeel, 
11rovi6ed tftM Siteft ~ ts eetHell)• rate ffl tftftt ~ yet¼f;' er subsef:jHent 
l<H<a!,le yea,s-c 

Per 11urposes ef ektttse feh where u P,1inResota resideRt repof1ed aft ½fem 
&f iaeefAe ffi P,4ieResota -ana is- assesses ta ffl another state er fl proviRee 
er territory ef Caeada en tftftt sttRle ½fem &f Hte0fBe ttftef the P.1iReesota 
~ &f limitatioes RftS e1~pired, the taRpayer GhaH '0e allowed te reeei-¥e 
a eredit "" Iha! year basea en elallse fa)-, ne1will,s1anding !he ~reYisieHs 
ef seelie1ts 29(!. 49, 29Q.5(l, aREi 29Q.5e. Fer ~llfl'BSes &f !he jlreeeeling 
seRteeee, the OOfElee ef pf0&f shaH 9e eft the ta11:payer ~ she-¥.· eRtitlemeRt 
tea.~ 

W (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 author)zed 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 determination as to the amount to be paid the 
other state under the provisions of this section. Prior to the release of any 
information under the provisions of this section, the person to whom the 
information is to be released sha11 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)(!) 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 (i), 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 40 I, 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. 

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

(d) Income from the operation of a farm shall be assigned to this state 
if the farm is located within this state and to other states only if the farm 
is not located in this state. 

(e) Income from winnings on Minnesota pari-mutuel betting tickets and 
lawful gambling as defined in section 349.12, subdivision 2, conducted 
within the boundaries of the state of Minnesota shall be assigned to this 
state. 

(f) All items of gross income not covered 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, is amended 
to read: 

290.38 [RETURNS OF MARRIED PERSONS.] 



93RDDAY] 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. lf 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 composite return must include the 
names, addresses, social security numbers, income allocation, and tax 
liability for all nonresident partners electing to be covered by the composite 
return. 

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

(c) The partnership must submit a request to use this composite return 
filing method for nonresident partners on or before the due date for filing 
the individual income tax return. The request may be made a part of the 
return filed. 

(d) The electing partner must not have any Minnesota source income 
other than the income from the partnership and other electing partnerships. 
If it is determined that the electing partner 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. 

( e) This subdivision does not preclude the requirement that an individual 
pay estimated tax if the individual's liability would exceed the requirements 
set forth in section 290.93. However, a composite estimate may be filed 
in a manner similar to and containing the same information required under 
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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 I 987 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 , -1-986 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 th_e 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, -1-986 1987) in respect to such payments in excess of the 
amounts specified, giving the names and addresses of the persons to whom 
such payments were made, the amounts paid to each, and (b) shall make a 
return in respect to the total number of such payments and total amount 
of such payments, for each category of income specified, which were in 
excess of the amounts specified. This subdivision shall not apply to the 
payment of interest or dividends to a person who was a nonresident of 
Minnesota for the entire year. 

A person, corporation, or cooperative required to file returns under this 
subdivision en iRtet=cst, divi8ends, 0f patrnRage 8i•vi8cn8 payfH:cRts Wttk 
respeet ffi - Htftft W ~ te. ~- eale0aar )'e"" 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 l(e) of the Internal Revenue Code 
of /986, as amended through December 31, /987, 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 mortgage, lien, or other security interest on the property sold. For 
purposes of this section, ''insolvent" means insolvent as defined in section 
/08(d)(3) of the Internal Revenue Code of /954, as amended through 
December 3 I, I 985. 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 290.09/ for purposes 
of the alternative minimum tax. The amount of the exemption is limited to 
the excess of the taxpayer's (I) 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 
290.923, subdivision 2, or who would have been required to deduct and 
withhold a tax under subdivision 2a or 3, or persons required to withhold 
tax under section 290.923, subdivision 2, determined without regard to 
subdivision 19, if the employee or payee had claimed no more than one 
withholding exemption, or who paid wages or made payments not subject 
to withholding under subdivision 2a or 3, or section 290.923, subdivision 
2, to an employee or person receiving royalty 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 
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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 -1-9"4 1986, as amended through 
December 31, ~ 1987, 

( d) The total amount deducted and withheld as tax under subdivision 2a 
or 3, or section 290,923, subdivision 2. 

(2) The statement required to be furnished by this subdivision in respect 
of any remuneration shalJ be furnished at such other times, shall contain 
such other. information, and shall be in such form as the commissioner may 
prescribe. 

(3) The commissioner may prescribe rules providing for reasonable exten­
sions of time, not in excess of 30 days, to employers or payers required to 
furnish such statements to their employees or payees under this subdivision. 

( 4) A duplicate of any statement made pursuant to this subdivision and 
in accordance with rules prescribed by the commissioner, along with a 
reconciliation in such form as the commissioner may prescribe of all such 
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 lo be sent to the 
commissioner on magnetic media, if the media were required to satisfy the 
federal reporting requirements pursuant to section 60ll(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.] (I) In the case of 
any failure to withhold a tax on wages, or make payments to or deposits 
with the commissioner of amounts withheld, as required by this section, 
within the time prescribed by law, there shall be added to the tax a penalty 
equal to three percent of the amount of tax that should have been properly 
withheld and paid over to or deposited with the commissioner if the failure 
is for not more than 30 days with an additional three percent for each 
additional 30 days or fraction thereof during which the failure continues, 
not exceeding 24 percent in the aggregate. The amount of the tax together 
with this amount shall bear interest at the rate specified in section 270. 75 
from the time the tax should have been paid until paid. The amount added 
to the tax shall be collected at the same time and in the same manner and 
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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(la) 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. 

( 1 b) In the case of a failure to file a return of tax imposed by this chapter 
within 60 days of the date prescribed for filing of the return ( determined 
with regard to any extension of time for filing), the addition to tax under 
paragraph (la) shall not be less than the 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. 

(I c) Where penalties are imposed under paragraphs (I) and (I a), except 
for the minimum penalty under paragraph ( 1 b), the combined penalty per­
centage shall not exceed 38 percent in the aggregate. 

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

(3) If any person required under the provisions of subdivision 7 to furnish 
a statement to an employee or payee and a duplicate statement to the 
commissioner, or to furnish a reconciliation of the statements, and quarterly 
returns, to the commissioner, willfully furnishes a false or fraudulent state­
ment to an employee or payee or a false or fraudulent duplicate statement 
or reconciliation of statements, and quarterly returns, to the commissioner, 
or willfully fails to furnish a statement or the reconciliation in the manner, 
at the time, and showing the information required by the provisions of 
subdivision 7, or rules prescribed by the commissioner thereunder, there 
shall be imposed on the person a penalty of $50 for each act or failure to 
act, but the total amount imposed on the delinquent person for all such 
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 payments 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 (ii) willfully 
preparing or filing a false return, is guilty of a gross misdemeanor unless 
the tax involved exceeds $300, in which event the person is guilty of a 
felony. 

(5) In lieu of any other penalty provided by law, except the penalty 
provided by paragraph (3), any person required under the provisions of 
subdivision 7 to furnish a statement of wages to an employee and a duplicate 
statement to the commissioner, who willfully furnishes a false or fraudulent 
statement of wages to an employee or a false or fraudulent duplicate state­
ment of wages to the commissioner, or who willfully fails to furnish a 
statement in the manner, at the time, and showing the information 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 s111,di,·isiee subdivisions 4a and 5, who willfully fails to 
supply information or willfully supplies false or fraudulent information 
thereunder which would require an increase in the tax to be deducted and 
withheld under subdivision 2a or 3, is guilty of a gross misdemeanor. 

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

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

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

(JO) 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 (!)(a), (l)(b), or (2) is liable 
to the commissioner of revenue for a penalty of $50 for each instance. The 
penalty is immediately due and payable and may be collected in the manner 
provided in subdivision 6, paragraph (8). 

(11) Any person who willfully aids or assists in, or procures, counsels, 
or advises the preparation or presentation under, or in connection with any 
matter arising under this section, of a return, affidavit, claim, or other 
document, which is fraudulent or false as to any material matter, whether 
or not the falsity or fraud is with the 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, 
unemployment 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 ineluctable 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 EXCEPTION FOR 1987.] 

For taxable years beginning after December 31, 1986, but beginning 
before January 1, 1988, the required amount of the annual payment of the 
current year's tax in determining the underpayment in Minnesota Statutes, 
section 290.93, subdivision JO, paragraph (4), clause (a), shall be 80 
percent instead of 90 percent and the penalty shall also be reduced by the 
ratio by which the salary income subject to withholding bears to the federal 
adjusted gross income for 1987 as determined under section 62 of the 
Internal Revenue Code of 1986, as amended through December 3 I, 1987. 

Sec. 21. [REPEALER.] 

Minnesota Statutes 1987 Supplement, sections 290.06, subdivision 20; 
and 290.077, subdivision I, are repealed. 

Sec. 22. [EFFECTIVE DATES.] 

Except as otherwise provided, sections 1 to 3 and 16 are effective for 
taxable years beginning after December 3/, 1986. Sections 5, 7 to 12, 
14, 15, 17, and 21 are effective/or taxable years beginning after December 
3 J, J 987. 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, /986. The rest 
of sections 4 and 7 are effective for taxable years beginning after December 
31, 1987. Section 13 is effective/or taxable years beginning after Decem­
ber 31, 1984. Section 18 is effective the day following final enactment. 

ARTICLE 2 

BUSINESS TAXES 

Section I. Minnesota Statutes 1987 Supplement, section 60A.15, sub­
division I, is amended to read: 

Subdivision I. [DOMESTIC AND FOREIGN COMPANIES.] (a) On or 
before April 15, June 15, and December 15 of each year, every domestic 
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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 at the end 
of the preceding calendar year exceed $1,600,000,000, installments must 
be based on a sum equal to two percent of the premiums described in 
paragraph (b). For town and farmers' mutual insurance companies and 
mutual property and casualty insurance companies other than those (i) 
principally writing workers' compensation insurance, (ii) writing life 
insurance, or (iii) whose total assets at the end of the preceding calendar 
year 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 1, 
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 it the insurer in 
this state, or by its agents for it, in cash or otherwise, during such year, 
excepting premiums written for marine insurance as specified in subdivi­
sion 6. 

( c) Failure of a company to make payments of at least one-third of either 
W (]) the total tax paid during the previous calendar year or W (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 fureigtt admitled other insurers. 

(b) To the extent agents or brokers are utilized, they shall report and pay 
the taxes for the premiums for risks which they have placed with or on 
behalf of a risk retention group not chartered in this state. The agents or 
brokers are subject to the provisions of sections 60A.195 to 60A.209. 

( c) To the extent agents or brokers are not utilized or fail to pay the tax, 
each risk retention group shall pay the tax for risks insured within the state. 
Each risk retention group shall report all premiums paid to it for risks 
insured within the state and shall be subject to the same interest, fines, 
and penalties for nonpayment as that applicable to foreign admitted insurers. 

Sec. 3. Minnesota Statutes 1986, 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. +he emeset fef a~~eflieemeet 
ill resi,eet ¼tJ HFefighteF's - ai<I sllaH fl0½ l>e gFea!ef"' lesseF ll½aft ¼l,e 
ft:IB0HiH ef f!FemiHfH ~ ~ ffi tke st-aEe ti-fl0R tfte 13remiums repartee t-e 
tat) eORlffl:issioeer b}· iftSHrers ea the ~4iHF1:esota Pireiov.rR Premi1:1m ~ 
ai!er sset,aetieg 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 69.01 I, 
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. Minnesota Statutes 1986, section 69.031, subdivision 3, is amended 
to read: 

Subd. 3. [APPROPRIATIONS.] There is hereby appropriated annually 
from the state general fund to the commissioner of revenue an amount 
sufficient to make the payments specified in this section and section 69.021 
ftffi e~weeEling ~ ~ eeHeeteEl. 

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, subdivi­
sion 5, is amended to read: 

Subd. 5. [DOMESTIC CORPORATIONS.] The term "domestic" when 
applied to a corporation means a corporation: 

( 1) created or organized in t.Unneseta 0f ¼lfl6ef ~ Jaw.st ftfttl the ~ 
''fet=eign'' wheft fflttS &J:lf!lieEI ffte&ftS, a OBFf'OFOtion 0Htef &aft a 8emesHe 
ea.,,amlim, the United States, or under the laws of the United States or 
of any stale, 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 to a corporation, means a domestic 
corporation with the following characteristics: 

( l) 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. I 9. [NET INCOME.] The term "net income" means the federal 
taxable income, as defined in section 63 of the Internal Revenue Code of 
1986, as amended through the date named in this subdivision, incorporating 
any elections made by the taxpayer in accordance with the Internal Revenue 
Code in determining federal taxable income for federal income tax pur­
poses, and with the modifications provided in subdivisions 19a to l 9f. 

In the case of a regulated investment company or a fund thereof, as 
defined in section 851/a) or 851 /q) of the Internal Revenue Code.federal 
taxable income means investment company taxable income as defined in 
section 852/b/(2) of the Internal Revenue Code, except that: 

(I) the exclusion of net capital gain provided in section 852/b/(2/(A) of 
the Internal Revenue Code does not apply; and 

(2) the deduction for dividends paid under section 852(b)(2)(D) of the 
Internal Revenue Code must be applied by allowing a deduction for capital 
gain dividends and exempt-interest dividends as defined in sections 
852/b)/3/(C) and 852/b)/5) 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 I 9a to I 9f 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 19c, is amended to read: 

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

(I) the amount of any deduction taken for federal income tax purposes 
for income, excise, or franchise taxes based on net income or related min­
imum taxes paid by the corporation to Minnesota, another state, a political 
subdivision of another state. the District of-Columbia, or any foreign country 
or possession of the United States; 

(2) interest not subject to federal tax upon obligations of: the United 
States, its possessions, its agencies, or its instrumentalities 18 !lie tlltleftf 
!lie oeligalioas aFe fie! s,,l,jeet 18 fedefal -; 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) el!efll!'t ialefesl exempt-interest dividends received as defined in sec­
tion 852(b)(5) of the Internal Revenue Code of 1986, as amended through 
December 31, 1986; 

(4) the amount of any windfall profits tax deducted under section 164 
or471 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 special deductions taken for federal income tax 
purposes under sections 241 to 247 of the Internal Revenue Code of 1986, 
as amended through December 3 I, 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 I 211 and I 212 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 3 I, I 986; 

(10) the exempt foreign trade income of a foreign sales corporation 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; ftft<I 

(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 19c: 

( l) 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 5 l of the Internal Revenue 
Code; 

(3) any dividend (not including any distribution in liquidation) paid 
within the taxable year by a national or state bank to the United States, or 
to any instrumentality of the United States exempt from federal income 
taxes, on the preferred stock of the bank owned by the United States or 
the instrumentality; 

( 4) amounts disallowed for intangible drilling costs due to differences 
between this chapter and the Internal Revenue Code in taxable years begin­
ning before January l, l 987, as follows: 

(i) to the extent the disallowed costs are represented by physical property, 
an amount equal to the allowance for depreciation under Minnesota Statutes 
l 986, section 290.09, subdivision 7, subject to the modifications contained 
in subdivision I 9e; 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 121 l and 1212 
of the Internal Revenue Code of 1986, as amended through December 31, 
l 986, except that: 

(i)for capital losses incurred in taxable years beginning after December 
31, 1986, capital Joss carrybacks shall not be allowed; aft6 

(ii)for capital losses incurred in taxable years beginning after December 
31, 1986, a capital loss carryover to each of the I 5 taxable years succeeding 
the loss year shall be allowed; 

(iii)for capital losses incurred in taxable years beginning before January 
1, 1987, a capital loss carryback to each of the three taxable years pre­
ceding the loss year, subject to the provisions of Minnesota Statutes 1986, 
section 290.16, shall be allowed; and 

(iv )for capital losses incurred in taxable years beginning before January 
1, 1987, a capital loss carryover to each of the five taxable years suc­
ceeding the loss year to the extent such loss was not used in a prior taxable 
year and subject to the provisions of Minnesota Statutes 1986, section 
290.16, shall be allowed; 

(6) an amount for interest and expenses relating to income not taxable 
for federal income tax purposes, if (i) the income is taxable under this 
chapter and (ii) the interest and expenses were disallowed as deductions 
under the provisions of section 17 l(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 19c, clause (11), a reasonable allowance for depletion based on actual 
cost. In the case of leases the deduction must be apportioned between the 
lessor and lessee in accordance with rules prescribed by the commissioner. 
In the case of property held in trust, the allowable deduction must be 
apportioned between the income beneficiaries and the trustee in accordance 
with the pertinent provisions of the trust, or if there is no provision in the 
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 I 69 of the Internal Revenue Code 
of 1954, as amended through December 31, 1985, an amount equal to the 
allowance for depreciation under Minnesota Statutes I 986, section 290. 09, 
subdivision 7; 

(9) the amount included in federal taxable income attributable to the 
credits provided in Minnesota Statutes 1986, section 273. I 314, subdivision 
9, or Minnesota Statutes, section 469.171, subdivision 6; 

(10) amounts included in federal taxable income that are due to refunds 
of income, excise, or franchise taxes based on net income or related min­
imum taxes paid by the corporation to Minnesota, another state, a political 
subdivision of another state, the District of Columbia, or a foreign country 
or possession of the United States to the extent that the taxes were added 
to federal taxable income under section 290.01, subdivision 19c, clause 
( ]), in a prior taxable year; and 

(II) 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 I 9e, is amended to read: 

Subd. 19e. [DEPRECIATION MODIFICATIONS FOR CORPORA­
TIONS.] In the case of corporations, a modification shall be made for the 
accelerated cost recovery system. The allowable deduction for the 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 I, 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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( c) For property placed in service after July 3 I, J 986, and before January 
I, 1987, for which the taxpayer elects the deduction pursuant to section 203 
of the Tax Reform Act of 1986, Public Law Number 99-514, and for prop­
erty placed in service after December 31, 1986, and before January I, 1988, 
15 percent of the allowance pursuant to section 168 of the Internal Revenue 
Code of I 986 shall not be allowed. 

(d) For property placed in service after December 31, 1980, and before 
January I, 1987, for which the taxpayer elects to use the straight line method 
provided in section I 68(b )(3), (f)(l 2), or U)(l) 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 fbt (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 I 68 of the Internal Revenue Code of 
I 986, as amended through December 31, I 986. 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: 

(I) three-year property, one year; 

(2) five-year and seven-year property, two years; 

(3) ten-year property, five years; and 

( 4) all other property, seven years. 

(f) For property placed in service after December 31, 1987, the remaining 
depreciable basis for Minnesota purposes that is attributable to the basis 
reduction for federal purposes to reflect the investment tax credit under 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 I 94 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 I 986, 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 modificationsi11 this subdivision and in Minnesota Statutes 1986, sec­
tion 290.09, subdivision 7, paragraph (c), 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: 

(I) 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 deduction under section 290. 21, subdivision 4; 
and 

(iii) the charitable contribution deduction under section 290.21, subdivi­
sion 3t&ft& 

~ the ferei-gft ~ EiedttetioR tHMl-ef ~ 290.21, subdivision S-:, 
EleEl1:1etioR as pFovi0ed H1 paragraf)h (-et. 

Sec. 15. Minnesota Statutes 1987 Supplement, section 290.015, subdivi­
sion 1, is amended to read: 

Subdivision 1. [GENERAL RULE.] A pe,ssn, s~ti>afl a Fesiaent mai­
¥tf:Hli:tt;' fl:ta:t eoeduets a tfft6e 0f bt:tsiRess with #s 13rineipal fttit€-e et husieess 
6l>ISH!e ef Minnessta is~ ta ¼l>e-.,. imJlBSea B:Y t1tis eftftJllef wiff> 
~ t-e ff½£K ffQ6e 0f business H the tfftae 0f business fflftk-es s-ales 8f 

reeeives ~ ineeme th-al ts assigRal31e e£ a13portionaBle te #ttS ~ ti-Reef 
~ 29Q.17, 29Q.191, 29Q.W, ~.,.29G-,¾ witksatreg&F<ltaj>l>y-&­
ieal 13resenee ffi tfttS ~ ~ as prevideS fft s1:1bElkisioR ~ Activities 
ll½at eFe&!e ja,isaietisn ta - ttn<leF t1tis eftftJllef inelaae, SHt are net ttffii!e<I 
ta, 

fB ka¥tng a i,laee ef easiness ift tltis stale; 

~ ka¥tng em:ployees, representatives, 0f iRElepeRdeRt eoetraetors et)R­

dueHRg·bttsiness aetiYities ffi fftts ~ 

~) regularly ~products er serviees efe:eyleftdet=ftft'Ttlfefe eusWffl 
e,s ift tltis Slate wile Feeei¥e the JlfBdaet Bf 5ef¥iee ift t1tis stale; 

f41 regttlarl, solieiHRg 81:1siaess ffaffl peteaHal e1:1steFAers ift th-ts sti¼tei 

f:§1 Peg1:1lady peFfofffl.iRg sOPviees ff0ffi e-1:1-tSttie th-ts state Wffi€-fi' are eett­
S\HfleG wiH,ift tltis stale; 

fe1 Feg1:1lafl) eRgagiag Ht tfaRsaetieRs w-tffi eustmHCfS Ht th-ts State tft8:t 
iRvelve iataegiBle pPepeFty, iRel1:1diRg lea-as &l:tt flet pPepeFty desefi0ed ffi 
s1:18di. isiee .J, paPagfaf)fl f&h £tftS feStitt ift ffi€-effle flawing ta tfte f'ffS6H 
ff0ffi wiH,ift tltis stale; 

~ ewRing eF lea-smg faRgible pefsonal 6f real pre13erty ~ ffi th-is 
~ef 

f&t H a HHaHeial iestit1:1H0R, feg1:1lafly selieiiing aHa feeeiviRg 6e13osiis 
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.ffem e H st e FH:e FS ffi tfltS ~ 

( a) Except as provided in subdivision 3, a person that conducts a trade or 
business that has a place of business in this state, regularly has employees 
or independent contractors conducting business activities on its behalf in 
this state, or owns or leases real property located in'-/1.is state or tangible 
personal property located in this state as defined in section 290.191, sub­
division 6, paragraph (e), is subject to the taxes imposed by this chapter 

(b) Except as provided in subdivision 3, a person that conducts a trade or 
business not described in paragraph ( a) is subject to the taxes imposed by 
this chapter if the trade or business obtains or regularly solicits business 
from within this state, without regard to physical presence in this state. 

( c) For purposes of paragraph ( b ), business from within this state includes, 
but is not limited to: 

(I) sales of products or services of any kind or nature to customers in this 
state who receive the product or service in this state; 

(2) sales of services which are performed from outside this state but the 
benefits of which are consumed in this state; 

(3) transactions with customers in this state that involve intangible prop­
erty and result in income flowing to the person from within this state as pro­
vided in section 290.191; 

(4) leases of tangible personal property that is located in this state as 
defined in section 290.191, subdivision 6, paragraph (e); 

(5) sales and leases of real property located in this state; and 

(6) if a financial institution, deposits received from customers in this state. 

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

( 1) the distribution, by mail or otherwise, without regard to the state from 
}vhich such distribution originated or in which the materials were prepared, 
of catalogs, periodicals, advertising flyers, or other written solicitations of 
business to customers in this state; 

(2) display of advertisements on billboards or other outdoor advertising 
in this state; 

(3) advertisements in newspapers published in this state; 

(4) advertisements in trade journals or other periodicals, the circulation 
of which is primarily within this stare; 

(5) advertisements in a Minnesota edition of a national or regional pub­
lication or a limited regional edition of which this state is included of a broader 
regional or national publication which are not placed in other geographi­
cally defined editions of the same issue of the same publication; 

(6) advertisements in regional or national publications in an edition which 
is not by its contents geographically targeted to Minnesota, but which is sold 
over the counter in Minnesota or by subscription to Minnesota residents; 

(7) advertisements broadcast on a radio or television station located in 
Minnesota; or 

(8) any other solicitation by telegraph, telephone, computer data base, 
cable, optic, microwave, or other communication system. 
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Sec. I 6. Minnesota Statutes I 987 Supplement, section 290.015, subdivi­
sion 2, is amended to read: 

Subd. 2. [PRESUMPTION.] (a) A person is presumed, subject to rebut­
tal, to be eHgagea ift,egttliH selieitatiBH witltttHhis;;tateifit eeHaHets tr-aw;-­
aetieHS aese,il,ea ff½ ftflY <>f SHMi>'isiBfl I, eta..ses ~ le f6t, with~"'"""" 
,esiaeHIS .,f !hi,; - ffifHftg ftHY lal< pe,ie<l ef-; if a HflaHeial iHStitHliBfl, if 
the - .,fits assets aH<l the al,selHle ¥ftitte .,fits aepesils allriBHlaele te 
Sffilf€eS witlttH !hi,; ;;tate e<jtHtls"' e,eeeeas $5,000,000. ,\,;sets at1e Elepasits 
fflit6t be allrieHlea ta seHrees witltift !hi,; ;;tate l,y applyiHg the priHeiples 
esta01isfl:eEl Hflti.ef-seet+efl 29Q. l 9 l obtaining or regularly soliciting business 
from within this state if: 

( 1) it is a financial institution and it conducts activities described in sub­
division J, paragraph (b), without regard to transactions described in sub­
division 3, with 20 or more persons within this state during any tax period; 
or 

(2) it is a financial institution as defined in section 290.01, subdivision 
4a, and the sum of its assets and the absolute value of its deposits attribut­
able to sources within this state equals or exceeds $5,000,000, with assets 
and deposits attributed to sources within this state by applying the princi­
ples established under section 290.191, except as provided in subdivision 
3. 

(b) A financial institution that (i) is not engaged in activities within this 
state under subdivision 1, paragraph (a), and (ii) does not satisfy the 
requirements of paragraph (a) is not subject to taxes imposed by this chapter. 

Sec. 17. Minnesota Statutes 1987 Supplement, section 290.015. subdivi­
sion 3, is amended to read: 

Subd. 3. [EXCEPTIONS.] (a) A person is not subject to tax under this 
chapter if the person is engaged in the business of selling tangible personal 
property and taxation of that person under this chapter is precluded by Pub­
lic Law Number 86-272, United States Code, title 15, sections 381 to 384 or 
would be so precluded except for the fact that the person stored tangible 
personal property in a state licensed facility under chapter 231. 

(b) Ownership of an interest in the following types of property (including 
those contacts with this state reasonably required to evaluate and complete 
the acquisition or disposition of the property, the servicing of the property 
or the income from it, the collection of income from the property, or the 
acquisition or liquidation of co//areral relating to the propert_,') shall not be 
a factor in determining whether the owner is subject to tax under this chapter: 

( 1) an interest in a real estate mortgage investment conduit, a real estate 
investment trust, or a regulated investment company. as those terms are defined 
in the Internal Revenue Code of 1986. as amended through December 31, 
1986;afl<l 

(2) an interest in a loan-backed, mortgage-backed, or receivable-backed 
security representing either: (i) ownership in a pool of promissory notes. 
mortgages, or receivables or certificates of interest or participation in such 
notes, mortgages, or receivables, or (ii) debt obligations or equi1y imeresrs 
which provide for payments in relation to payments or reasonable projec­
tions of payments on the notes, mortgages, or receivables, and which are 
issued by a financial institU!ion or by an entity substantially all ofH-/10se 
assets consist of promissory notes, mortgages, receivables, or interests in 
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them; 

(3) an interest in any assets described in section 290. 191, subdivision 11, 
paragraphs (e) to (1), and in which the payment obligations embodies in such 
assets were solicited and entered into by persons independent and not acting 
on behalf of the owner; 

(4) an interest in the right to service, or collect income from any assets 
described in section 290.191, subdivision 11, paragraphs (e) to (1), and in 
which the payment obligations embodied in such assets were solicited and 
entered into by persons independent and not acting on behalf of the owner; 

(5) an interest of a person other than an individual, estate, or trust, in any 
intangible, tangible, real, or personal property acquired in satisfaction, 
whether in whole or in part, of any asset embodying a payment obligation 
which is in default, whether secured or unsecured, the ownership of an interest 
in which would be exempt under the preceding provisions of this subdivi­
sion, provided the property is disposed of within a reasonable period of time; 
or 

(6) amounts held in escrow or trust accounts, pursuant to and in accor­
dance with the terms of property described in this subdivision. 

If the person is a member of the unitary group, paragraph (b) does not 
apply to an interest acquired from another member of the unitary group. 

Sec. 18. Minnesota Statutes 1987 Supplement, section 290.015, subdivi­
sion 4, is amended to read: 

Subd. 4. [LIMITATIONS.] ( a) This section does not fB subject a trade or 
business to any regulation, including any tax, of any local unit of govern­
ment or subdivision of this state if the trade or business does not own or lease 
tangible or real property located within this state and has no employees or 
independent contractors present in this state to assist in the carrying on of 
the business~ & ~) m~elude a tt=aEle er Busieess .ft:em the #l4ttg FequifeFBeR~s 
ef the fteliee ef 1,.1,iRess aeti,·ilies FeJ"'fl tlR<lef seetien 29(U7 l. 

(b) The purchase of tangible personal property or intangible property or 
services by a person that conducts a trade or business with the principal 
place of business outside of Minnesota (the "non-Minnesota person" )from 
a person within Minnesota shall not be taken into account in determining 
whether the non-Minnesota person is subject to the taxes imposed by this 
chapter. except for services involving either the direct solicitation of Min­
nesota customers or relationships with Minnesota customers after sales are 
made. 

(c) No contact with any Minnesota financial institution by any financial 
institution with its principal place of business outside Minnesota with respect 
to transactions described in subdivision 3, or with respect to deposits received 
from or by a Minnesota financial institution, shall be taken into account in 
determining whether such a financial institution is subject to the taxes imposed 
by this chapter. The fact of participation by a Minnesota financial institu­
tion in a transaction which also involves a borrower and a financial insti­
tution that conducts a trade or business with its principal place of business 
outside of Minnesota shall not be a factor in determining whether such 
financial institution is subject to the taxes imposed by this chapter. This para­
graph does not apply to transactions between or among members of the same 
unitary group. 



93RDDAY] MONDAY, APRIL 25, 1988 8491 

Sec. 19. Minnesota Statutes 1987 Supplement, section 290.06, subdivi­
sion 1, is amended to read: 

Subdivision 1. [COMPUTATION, CORPORATIONS.] (a) The franchise 
tax imposed by this chapter upon corporations shall be computed by apply­
ing to their taxable income the rate of 9.5 percent adjusted as provided in 
paragraph (b). 

(b) For taxable years beginning after December 31, 1989, the commis­
sioner of revenue must adjust the rate provided in paragraph (a) as provided 
in this paragraph. By December 15, 1989, the commissioner shall prepare a 
forecast of revenues predicted to be raised for taxable years beginning in 1990 
by the franchise tax on corporations under this chapter for taxable years 
beginning in 1990, including the tax under section 290.092, computed as if 
the tax were imposed under section 290.092, subdivisions I to 4, and the 
rate in effect in this subdivision were 9.5 percent. The commissioner shall 
adjust the rate provided in paragraph (a) so that the amount forecast to be 
raised by the franchise tax on corporations under this chapter, including the 
tax under section 290 .092, subdivision 5, is equal to the amount of the fore­
cast computed as if the tax under section 290.092, subdivisions I to 4, were 
in effect. The adjustment of the tax rate by the commissioner under this sub­
division shall not be considered a "rule" and shall not be subject to the 
administrative procedure act contained in chapter 14. 

Sec. 20. Minnesota Statutes 1987 Supplement, section 290.06, subdivi­
sion 21, is amended to read: 

Subd. 21. [ALTERNATIVE MINIMUM TAX.] (a) A corporation is allowed 
a credit for alternative minimum tax previously paid for any taxable year in 
which the corporation has no tax liability under section 290.092, subdi,•i­
sion J, and has an alternative minimum tax credit carryover from a previous 
year. The credit allowable in any taxable year shall be equal to the lesser of 
(I) the excess of the tax under section 290.06 for the taxable year over the 
amount computed under section 290.092, subdivision I, clause W (I), for 
the taxable year, or (2) the alternative minimum tax credit carryover to the 
taxable year. 

(b) The tax imposed under section 290.092, subdivision I, for any taxable 
year is ft et=ee+l ffif an alternative minimum tax fJFCvi0usly jffl"ffi wk-ieh tS ft 
credit carryover to each of the five taxable years succeeding the taxable year. 
The entire amount of the alternative minimum tax credit must be carried to 
the earliest ef the taxable yeat'S" year to which such amount may be carried. 
+he~ ef the aheFRalive miRimum ""'ere<lit whieh is €f!ffied le eael! 
ef the 0IAef ~ yeftfS le whieh the ere<lit ffttty be €f!ffied is the -
if~ ef the ere<lit......,. the ameaRI allowable aRt!cr pa,agFaph (at fef eael! 
ef the lal<ahle yea,s le whieh the ere<lit Httty be eaHietl. IR eael! lal<ahle yea, 
iR whieh a ere<lit i-s allewable uRt!cr parngraph (at, the ere<lit for aheFRati,•e 
miRimum la-x previously paid- be tffied hegiRRing with the eftf!iest la-l<­
al>le yea, fffiffi wl,icl, the ere<lit Httty be €f!ffied An_v unused portion of the 
credit must be carried to the following taxable year. No credit may be car­
ried to a taxable vear more than five vears after the taxable vear in which 
the alternative minimum tax was paid~ , " 

Sec. 21. Minnesota Statutes 1987 Supplement, section 290.092, subdivi­
sion 3, is amended to read: 

Subd. 3. [ALTERNATIVE MINIMUM TAX BASE.] The alternative 
minimum tax base equals the sum of: 
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( l) the total amount of Minnesota sales ftH6- or receipts; 

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

(3) the taxpayer's total Minnesota payrolls; 

less the exemption amount, if any. 

Sec. 22. Minnesota Statutes 1987 Supplement, section 290.092, sub­
division 4, is amended to read: 

Subd. 4. [DEFINITIONS.] (a) "Minnesota sales an4 or receipts" means 
the total sales apportioned to Minnesota pursuant to section 290. l 9 l, sub­
division 5. the total receipts attributed to Minnesota pursuant to section 
290. l 91, subdivisions 6 to 8, and/or the total sales or receipts apportioned 
or attributed to Minnesota pursuant to any other apportionment formula 
applicable to the taxpayer. 

(b) "Minnesota property" means total Minnesota tangible property as 
provided in section 290.191, subdivisions 9 to l I, and any other tangible 
property located in Minnesota except as provided in subdivision 4a. Intan­
gible property shall not be included in Minnesota property for purposes of 
this section. Taxpayers who do not utilize tangible property to apportion 
income shall nevertheless include Minnesota property for purposes of this 
section. Fe, llIB fifst ft.ve l<>lHthle yea,s et1fifig whieh a ee,p e,a1ien i~ sttl>jeet 
te ta!lalien »H<lef thts ehapleF, the - ef its Minnesota p•epeFI) an4 
pa) mils shttH be eleemea t-e be"""' fur pu,peses of tltts seetffift On a return 
for a short taxable year, the amount of Minnesota property owned, as 
determined under section 290.191, shall be included in Minnesota property 
based on a fraction in which the numerator is the number of days in the 
short taxable year and the denominator is 365. 

(c) "Minnesota payrolls" means total Minnesota payrolls as provided in 
section 290. I 9 l, subdivision I 2, except as provided in subdivision 4a. 
Taxpayers who do not utilize payrolls to apportion income shall nevertheless 
include Minnesota payrolls for purposes of this section. 

(d) The "exemption amount" equals the lesser of (I) the sum of the 
taxpayer's Minnesota sales ftft6 or receipts, property, and payrolls, as defined 
in this section, or (2) $5,000,000 reduced by one-half of the amount of 
the taxpayer's total sales and receipts, property, and payrolls. as defined in 
this section, in excess of $!0,000,000. In the case of a unitary group, the 
exemption amount equals the lesser of I 1) the sum of the unitary group's 
Minnesota sales or receipts, property, and payrolls or /2) $5,000,000 
reduced by one-half of the unitary group's total sales or receipts, property, 
and payrolls in excess of $10,000,000. Each member of a unitary group 
may use a portion of the unitary group:,; exemption amount based on a 
fraction, the numerator of which is the sum of the taxpayer's Minnesota 
sales or receipts, property, and payrolls and the denominator is the sum 
of the Minnesota sales or receipts, property, and payrolls of all unitary 
members subject to the taxes imposed by this chapter. Total sales and 
receipts, property, and payroll means the total determined under section 
290.191 as the denominator of the apportionment formula. For purposes 
o.f this section, taxpayers who use an apportionment formula that does not 
include sales or receipts, property, and payrolls shall, nevertheless, use 
those amounts as defined in section 290./9/, subdivisions 5 to 12. On a 
return for a short taxable year, the amount of total property owned, as 
determined under section 290.191, shall be included in Minnesota property 
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based on a fraction in which the numerator is the number of days in the 
short taxable year and the denominator is 365. In the case of a unitary 
business, the exemption amount must reflect the factors of the eAfire all 
businesses included in the unitary business group as ,epeFlee 011 the eeffi­

maed fej!0fl defined in section 290.17, subdivision 4. A corporation that 
has as its sole or primary business activity (I) the providing of professional 
services, as defined in section 319A.02; (2) operation as a financial insti­
tution, as defined in section 290.01, subdivision 4a; (3) sales or manage­
ment of real estate; or (4) operation as an insurance agency, as defined in 
section 60A.02, does not have an exemption amount. 

Sec. 23. Minnesota Statutes 1987 Supplement, section 290.092, is amended 
by adding a subdivision to read; 

Subd. 4a. [NEW BUSINESS EXCLUSION.] For the first five taxable 
years during which a corporation is subject to taxation under this chapter, 
the amount of its Minnesota property and payrolls must be excluded from 
the alternative minimum tax base unless it is disqualified in this subdivi~ 
sion. A corporation is considered subject to taxation under this chapter if 
it would be subject to Minnesota's jurisdiction to tax as provided in section 
290.015, before claiming this exclusion. The following does not qualify 
for this exclusion: 

( 1) a corporation that is a member of a unitary group that includes at 
least one business that does not qualify for this exclusion: 

(2) any corporation organized under the laws of this state or certified 
to do business within this state at least five taxable years before the taxable 
year in which this exclusion is claimed; 

(3) corporations created by: reorganizations, as defined in section 368 
of the Internal Revenue Code of 1986, as amended through December 31, 
1987; or split-ups, split-offs, or spin-offs, as described in section 355 of 
the Internal Revenue Code of 1986, as amended through December 31, 
1987; or the transfer or acquisition, whether directly or indirectly, of assets 
which constitute a trade or business, including stock purchases under 
section 338 of the Internal Revenue Code of 1986, as amended through 
December 31, 1987, where the surviving, newly formed, or acquiring 
corporation conducts substantially the same activities as the predecessor 
corporation, regardless of whether or not the survivor corporation also 
conducts additional activities, and the predecessor corporation would not 
otherwise qualify for this exclusion if it had continued to conduct those 
activities; 

(4) any change in identity or form of business where the original business 
entity would have been subject to Minnesota's taxing jurisdiction, as pro­
vided in section 290.015, at least five taxable years before the taxable 
year in which this exclusion is claimed; 

(5) a corporation, the primary business activity of which is the prol'iding 
of professional services as defined in section 3/9A.02, operation as a 
financial institution, as defined in section 290.01, subdivision 4a; sales 
or management of real estate; or operation as an insurance agency. as 
defined in section 60A.03: or 

(6) a corporation the affairs of which the commissioner finds were 
arranged as they were primarily to reduce taxes by qualifving as a new 
business under this subdivision. 
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Sec. 24. Minnesota Statutes 1987 Supplement, section 290.092, sub­
division 5, is amended to read: 

Subd. 5. [IMPOSITION OF TAX AFTER 1989.] Fortaxable years begin­
ning after December 31, 1989, in addition to the taxes computed under 
this chapter wi1hoa1 feg&f<I ts thi,; seetiea, the franchise tax imposed on 
corporations includes a tax equal to !he - # ,my, e¥. 

fB 40 percent of the tax imposed upon the corporation under section 
55(a) of the Internal Revenue Code of 1986, as amended through December 
3 I, 1986, apportioned to Minnesota under section 290.191. In computing 
the amount of the liability under section 55(a) of the Internal Revenue 
Code of I 986, the regular federal tax liability under section 55(a)(2) of 
the Internal Revenue Code of 1986, must be determined using federal 
taxable income as modified by sections 290.01, subdivisions 19c and 19d, 
290.095, and 290.21, and alternative minimum taxable income under sec­
tion 56 of the Internal Revenue Code of 1986 must be computed as if the 
section 290.095 restrictions on net operating losses applied. 

~ the afflSHRt et ¼tHf. eafAputeEl ttft6-ef ff,,tS eftaJH'ef v, itAout feg&f<I t0 tfttS, 
seetioR. 

Sec. 25. Minnesota Statutes 1987 Supplement, section 290.095, sub­
division I, is amended to read: 

Subdivision I. [ALLOWANCE OF DEDUCTION.] (a) There shall be 
allowed as a deduction for the taxable year the amount of any net operating 
loss deduction as provided in section 172 of the Internal Revenue Code of 
1986, as amended through December 31, 1986, subject to the limitations 
and modifications provided in this section. 

(b) A net operating loss deduction shall be available under this section 
only to corporate taxpayers except that subdivisions 7, 9, and 11 hereof 
apply only to individuals, estates, and trusts. 

(c) In the case of a regulated investment company or fund thereof. as 
defined in section 85/(a) or 85/(q) of the Internal Revenue code of 1986, 
as amended through December 3/, /987, the deduction provided by this 
sect ion shall not be allowed. 

Sec. 26. Minnesota Statutes 1987 Supplement, section 290.095, sub­
division 2, is amended to read: 

Subd. 2. [DEFINED AND LIMITED.] (a) The term "net operating loss" 
as used in this section shall mean a net operating loss as defined in section 
]72(c) of the Internal Revenue Code of 1986, as amended through Decem­
ber 31, 1986, with the modifications specified in subdivision 4. The deduc­
tions provided in section 290.21 and the modification provided in section 
290.0/, subdivision 19d, clause (II). cannot be used in the determination 
of a net operating loss. 

(b) The term "net operating loss deduction" as used in this section means 
the aggregate of the net operating loss carryovers to the taxable year, 
computed in accordance with subdivision 3. The provisions of section 
172(b) of the Internal Revenue Code of 1986, as amended through Decem­
ber] I, I 986, relating to the carry back of net operating losses, do not apply. 

Sec. 27. Minnesota Statutes 1987 Supplement, section 290.095, sub­
division 3, is amended to read: 

Subd. 3. [CARRYOVER.] (a) A net operating loss fef aay tal<able yea, 
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incurred in a taxable year: (i) beginning after December 31, 1986, shall 
be a net operating loss carryover to each of the 15 taxable years following 
the taxable year of such loss; /ii/ beginning before January 1, 1987, shall 
be a net operating loss carryover to each of the five taxable years following 
the taxable year of such loss subject to the provisions of Minnesota Statutes 
1986, section 290,095; and (iii) beginning before January 1, 1987, shall 
be a net operating loss carryback to each of the three taxable years pre­
ceding the loss year subject to the provisions of Minnesota Statutes 1986, 
section 290.095. 

(b) The entire amount of the net operating loss for any taxable year shall 
be carried to the earliest of the taxable years to which such loss may be 
carried. The portion of such loss which shall be carried to each of the 
other taxable years shall be the excess, if any, of the amount of such loss 
over the sum of the taxable net income, adjusted by the modifications 
specified in subdivision 4, for each of the taxable years to which such loss 
may be carried. 

(c) Where a corporation does business both within and without Min­
nesota, and apportions its income under the provisions of section 290. 191 , 
the net operating loss deduction incurred in any taxable year shall be 
allowed to the extent of the apportionment ratio of the loss year. 

( d) No additional net operating loss deduction is allowed in a subsequent 
taxable year for the portion of a net operating loss deduction incurred in 
any taxable year used to offset Minnesota income in a year in which the 
taxpayer is subject to the alternative minimum tax in section 290.092. 

Sec. 28. Minnesota Statutes 1987 Supplement, section 290.095, is amended 
by adding a subdivision to read: 

Subd. 12. [UNITARY GROUP; CARRYBACK; CARRYFORWARD.] A 
taxpayer may elect a net operating loss carryback to each of the three 
taxable years preceding the taxable year of the loss and a net operating 
loss carryover to each of the five taxable years following the taxable year 
of the loss, notwithstanding subdivision 3, clause (a). The net operating 
loss carryback and carryover allowed under this subdivision is limited to 
the part of the net operating loss attributable to the deduction allowed for 
bad debts under section 166/a) of the internal Revenue Code of 1986, as 
amended through December 31, 1987. The part of the net operating loss 
for any taxable year that is attributable to the deduction allowed for bad 
debts is the excess of the net operating loss for the taxable year, over the 
net operating loss for the taxable year determined without regard to the 
amount allowed as a deduction for bad debts for the taxable year. ln 
applying the provisions of subdivision 3, clause (b/, the part of the net 
operating loss/or the loss year that is attributable to the deduction allowed 
for bad debts is considered a separate net operating loss for the year to 
be applied before the other part of the net operating loss. This subdivision 
applies only to taxpayers where a member of the unitary group meets the 
definition found in section 585( c)/2/(A) of the Internal Revenue Code of 
1986, as amended through December 31, 1987, and includes all corpo­
rations included in the unitary group and required to be included on a 
combined report. A refund of tax that is the result of a net operating loss 
carryback under this section must be paid after two years but before two 
years and 30 days after the claim for refund was filed. 

Sec. 29. Minnesota Statutes 1987 Supplement, section 290.10, is amended 
to read: 
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290. 10 [NONDEDUCTIBLE ITEMS.] 

~lei\\ ilkslaRaiRg ltf!Yethcr ~•a·, isiaR efktw Except as provided in section 
290./7. subdivision 4, paragraph (i), in computing the net income of a 
corporation no deduction shall in any case be allowed for expenses, interest 
and taxes connected with or allocable against the production or receipt of 
all income not included in the measure of the tax imposed by this chapter, 
except that for corporations engaged in the business of mining or producing 
iron ore, the mining of which is subject to the occupation tax imposed by 
section 298 .01, subdivision 1, and the provisions of section 298 .03 I, this 
shall not prevent the deduction of expenses and other items to the extent 
that the expenses and other items are allowable under this chapter and are 
not deductible, capitalizable, retainable in basis, or taken into account by 
allowance or otherwise in computing the occupation tax and do not exceed 
the amounts taken for federal income tax purposes for that year. Occupation 
taxes imposed under chapter 298, royalty taxes imposed under chapter 299, 
or depletion expenses may not be deducted under this clause. 

Sec. 30. Minnesota Statutes 1987 Supplement, section 290.17, subdi­
vision 4, is amended to read: 

Subd. 4. [UNITARY BUSINESS PRINCIPLE.] (a) If a trade or business 
conducted wholly within this state or partly within and partly without this 
state is part of a unitary business, the entire income of the unitary business 
is subject to apportionment pursuant to section 290. 19 I. Notwithstanding 
subdivision 2, paragraph (c), none of the income of a unitary business is 
considered to be derived from any particular source and none may be 
allocated to a particular place except as provided by the applicable appor­
tionment formula. The provisions of this subdivision do not apply to farm 
income subject to subdivision 5, paragraph (a), business income subject 
to subdivision 5, paragraph (b) or (c), income of an insurance company 
determined under section 290.35, or income of an investment company 
determined under section 290.36. 

(b) The term "unitary business" means business activities or operations 
which are of mutual benefit, dependent upon, or contributory to one another, 
individually or as a group. The term may be applied within a single legal 
entity or between multiple entities and without regard to whether each 
entity is a corporation, a partnership or a trust. 

(c) Unity is presumed whenever there is unity of ownership, operation, 
and use, evidenced by centralized management or executive force, cen­
tralized purchasing, advertising, accounting, or other controlled interaction, 
but the absence of these centralized activities will not necessarily evidence 
a nonunitary business. 

(d) Where a business operation conducted in Minnesota is owned by a 
business entity that carries on business activity outside the state different 
in kind from that conducted within this state, ~nd the other business is 
conducted entirely outside the state, it is presumed that the two business 
operations are unitary in nature, interrelated, connected, and interdepen­
dent unless it can be shown to the contrary. 

(e) Unity of ownership is not deemed to exist when a corporation is 
involved unless that corporation is a member of a group of two or more 
business entities and more than 50 percent of the voting stock of each 
member of the group is directly or indirectly owned by a common owner 
or by common owners, either corporate or noncorporate, or by one or more 
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of the member corporations of the group. 

(f) Fer JlflfJlOSes of dete,miHiHg the Het ifte61fte ef a~- ~usiHess aHt! 
the faetet=S te ee ti-See tft the appeFtionmeRt ef flef ifte6lfte fH:IFsuant te 
seeff0fl 290. 191 8f 290.20, thefe fflti5t be iAeluded eRly tl!e ifte6lfte ttHt! 
apportioRmeat faetefs ef eerperations et= eff½ef eftti-t.i.es~ er organize El 
tfl tl!e ¼tited States 8f liAaef tl!e laws ef tl!e ¼tited States 8f ef "HY -, 
t!te Dist,ietef Caluml,ia, Ille eommaHwealth ef PtieffeRie&caey passessiaa 
ef the~ St-ates, ffi' afto/ political sliBdh isioR ef atty ffTe feregoing ftftG 
ef ftftY FSG as defineti ift see+i-eft ~ ef the IRternal Revenue teae ef 
-1-98&; as ameaded dlfough DeeemBer ~ ~ tflilt are determine El te be 
pa,t ef tl!e lfflHllfY lrnsiHess pu,suaHt te this suheivisiaH, AatwithstaHdiHg 
thatetl!er eOffJOffitioHs or etl!ef eftti-t.i.es a,gaai,ed ia+ereigt, eaunt,ies fRitht 
Be iaeludeEI ½ft the lfflHllfY Bt:tsiRess. The net income and apportionment 
factors under section 290.191 or 290.20 of foreign corporations and other 
foreign entities which are part of a unitary business shall not be included 
in the net income or the apportionment factors of the unitarv business. A 
foreign corporation or other foreign entity which is required to file a return 
under this chapter shall file on a separate return basis. The net income 
and apportionment factors under section 290./9/ or 290.20 of foreign 
operating corporations shall not be included in the net income or the 
apportionment factors of the unitary business except as provided in para­
graph (g). 

/g) The adjusted net income of a foreign operating corporation shall be 
deemed to be paid as a dividend on the last day of its taxable vear to each 
shareholder thereof. in proportion to each shareholder's ownership, with 
which such corporation is engaged in a unitary business. Such deemed 
dividend shall be treated as a dividend under section 290.21, subdivision 
4. 

Dividends actually paid by a foreign operating corporation to a cor­
porate shareholder which is a member of the same unitary business as the 
foreign operating corporation shall be eliminated from the net income of 
the unitary business in preparing a combined report for the unitary busi­
ness. The adjusted net income of a foreign operating corporation shall be 
its net income adjusted as follows: 

(I) any taxes paid or accrued to a foreign country. the commonwealth 
of Puerto Rico, or a United States possession or political subdivision of 
any of the foregoing shall be a deduction; and 

(2) the subtraction from federal taxable income for pavments received 
from foreign corporations or foreign operating corporations under section 
290.0/, subdivision 19d, clause ( 1 I), shall not be allowed. 

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

(h) For purposes of determining the net income of a unitary business 
and the factors to be used in the apportionment of net income pursuant to 
section 290.1·91 or 290.20, there must be included onlv the income and 
apportionment factors of domestic corporations or otheJ' domestic entities 
other than foreign operating corporations that are determined to be part 
of the unitary business pursuant to this subdivision, noHvithstanding that 
foreign corporations or other foreign entities might be included in the 
unitary business. 
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(i) Deductions for expenses, interest, or taxes otherwise allowable under 
this chapter that are connected .with or allocable against dividends, deemed 
dividends described in paragraph (g) or royalties.fees, or other like income 
described in section 290.01, subdivision 19d, clause (II), shall not be 
disallowed. 

ft1 (j) Each corporation or other entity that is part of a unitary business 
must file combined reports as the commissioner determines. On the reports, 
all intercompany transactions between entities included pursuant to para­
graph +ft (h) must be eliminated and the entire net income of the unitary 
business determined in accordance with this subdivision is apportioned 
among the entities by using each entity's Minnesota factors for apportion­
ment purposes in the numerators of the apportionment formula and the 
total factors for apportionment purposes of all entities included pursuant 
to paragraph +ft (h) in the denominators of the apportionment formula. 

(k) If a corporation has been divested from a unitary business and is 
included in a combined report for a fractional part of the common account­
ing period of the combined report: 

( 1) its income includable in the combined report is its income incurred 
for that part of the year determined by proration or separate accounting; 
and 

(2) its sales, property, and payroll included in the apportionmentformula 
must be prorated or accounted.for separately. 

Sec. 31. Minnesota Statutes I 987 Supplement, section 290.191, sub­
division 1, is amended to read: 

Subdivision I. [GENERAL RULE.] Except as otherwise provided in 
section 290.17, subdivision 5, the net income from a trade or business 
carried on partly within and partly without this state must be apportioned 
to this state as provided in this section. For purposes of this section, state 
means a state of the United States, the District of Columbia, the com­
monwealth of Puerto Rico, or any territory or possession of the United 
States or any foreign country. 

Sec. 32. Minnesota Statutes 1987 Supplement, section 290. 191, sub­
division 4, is amended to read: 

Subd. 4. [APPORTIONMENT FORMULA FOR CERTAIN MAIL ORDER 
BUSINESSES.] If the business consists exclusively of the selling of tangible 
personal property and services in response to orders received by United 
States mail or telephone, and -l-00 99 percent of the taxpayer's property and 
payroll is within Minnesota, then the taxpayer may apportion net income· 
to Minnesota based solely upon the percentage that the sales made within 
this state in connection with the trade or business during the .tax period 
are of the total sales wherever made in connection with the trade or business 
during the tax period. Property and payroll factors are disregarded. In 
determining eligibility for this subdivision, the sale not in the ordinary 
course of business of tangible or intangible assets used in conducting busi­
ness activities must be disregarded_. +his su.bElivisieR ts Fepee.leEI effeefive 
ffif ~ ~ begiRRiRg ~ 9eeemBer ~ +98,8-;-

Sec. 33. Minnesota Statutes 1987 Supplement, section 290.191, sub­
division 5, is amended to read: 

Subd. 5. [DETERMINATION OF SALES FACTOR.] fat For purposes 
of this section, the following rules apply in determining the sales factor. 
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W ( a) The sales factor includes all sales, gross earnings, or receipts 
received in the ordinary course of the business, except that the following 
types of income are not included in the sales factor: 

(1) interest; 

(2) dividends; 

(3) sales of capital assets as defined in section 1221 of the Internal 
Revenue Code of 1986, as amended through December 31, 1987; 

(4) sales of property used in the trade or business, except sales of/eased 
property of a type which is regularly sold as well as leased; 

(5) sales of debt instruments as defined in section 1275(a)( I) of the 
Internal Revenue Code of 1986, as amended through December 31, 1987, 
or sales of stock; and 

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

(b) Sales of tangible personal property are made within this state if the 
property is received by a purchaser at a point within this state, and the 
taxpayer is taxable in this state, regardless of the f.o. b. point, other con­
ditions of the sale, or the ultimate destination of the property. 

( c) Tangible personal property delivered to a common or contract carrier 
or foreign vessel for delivery to a purchaser in another state or nation is a 
sale in that state or nation, regardless of f.o.b. point or other conditions of 
the sale. 

(d) Notwithstanding paragraphs (b) and (c), when intoxicating liquor, 
wine, fermented malt beverages, cigarettes, or tobacco products are sold 
to a purchaser who is licensed by a state or political subdivision to resell 
this property only within the state of ultimate destination, the sale is made 
in that state. 

(e) Sales made by or through a corporation that is qualified as a domestic 
international sales corporation under section 992 of the Internal Revenue 
Code are not considered to have been made within this state. 

(f) Sale&, eli;ef ffiftft sales ef taagiele pe,seaal p,epeny, are fflft<le ift thffi 
state- tf $6 pFBfJOF~)' ts ttSetl-, ff the BeAefits e-f the serviees are eeAsHmed, 
ift thffi - H 11,e r•ereny is ttse<I ff tlte eeaefits 0t tire ser,·iees a,e 
€8HSUffi88 ffi ffi0fe ffiftft e!le stale-; 11,e sales fflU<il 00 arreflieae8 jlf0 f8!a 
aeeereing le ll,e pefli<,it"' use ff eeasuffiptien ef eenefits ift this -
Sales, rents, royalties, and other income in connection with real property 
is attributed to the state in which the property is located. 

( g) Receipts from the lease or rental of tangible personal property, 
including finance leases and true leases, must be attributed to this state 
if the property is located in this state and to other states if the property 
is not located in this state. Moving property including, but not limited to, 
motor vehicles, rolling stock, aircraft, vessels, or mobile equipment is 
located in this state if: 

(]) the operation of the property is entirely within this state; or 

(2) the operation of the property is in two or more states and the principal 
base of operations from which the property is sent out is in this state. 
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(h) Royalties and other income not described in paragraph (a}, clause 
(6), received for the use of or for the privilege of using intangible property, 
including patents, know-how, formulas, designs. processes, patterns, copy­
rights, trade names, service names, franchises, licenses, contracts, cus­
tomer lists, or similar items, must be atlributed to the state in which the 
property is used by the purchaser. If the property is used in more than one 
state, the royalties or other income must be apportioned to this state pro 
rata according to the portion of use in this state. If the portion of use in 
this state cannot be determined, the rovalties or other income must be 
excluded from both the numerator and the.denominator. Intangible property 
is used in this state if the purchaser uses the intangible property or the 
rights therein in the regular course of its business operations in this state, 
regardless of the location of the purchaser's customers. 

(i) Sales of intangible property are made within the state in which the 
property is used by the purchase, If the property is used in more than one 
state, the sales must be apportioned to this state pro rata according to the 
portion of use in this state. If the portion of use in this state cannot be 
determined, the sale must be excluded from both the numerator and the 
denominator of the sales factor. Intangible property is used in this state 1f 
the purchaser used the intangible property in the regular course of its 
business operations in thfa state. 

(j) Receipts from the performance of services must be attributed to the 
state in which the benefits of the services are consumed. If the benefits 
are consumed in more than one state, the receipts from those benefits must 
be apportioned to this state pro rata according to the portion of the benefits 
consumed in this state. If the extent to which the benefits of services are 
consumed in this state is not readily determinable, the benefits of the 
services shall be deemed to be consumed at the location of the office of 
the customer from which the services were ordered in the regular course 
of the customer's trade or business. If the ordering office cannot be deter­
mined, the benefits of lhe services shall be deemed to be consumed at the 
office of the customer to which the services are billed. 

Sec. 34. Minnesota Statutes 1987 Supplement, section 290.191, sub­
division 6, is amended to read: 

Subd. 6. [DETERMINATION OF RECEIPTS FACTOR FOR FINAN­
CIAL INSTITUTIONS.] (a) For purposes of this section. the rules in this 
subdivision and subdivisions 7 and 8 apply in determining the receipts 
factor for financial institutions. 

(b) "Receipts" for this purpose means gross income, including net taxable 
gain on. disposition of assets, including securities and money market tfftffi­
fl€4teft-S instruments, when derived from transactions and activities in the 
regular course of the taxpayer's trade or business. 

(c) "Money market instruments" means federal funds sold and securities 
purchased under agreements to resell, commercial paper, banker's accep­
tances, and purchased certificates of deposit and similar instruments to the 
extent that the instruments are reflected as assets under generally accepted 
accounting principles. 

(d) "Securities" means United States Treasury securities, obligations of 
United States government agencies and corporations, obligations of state 
and political subdivisions, corporate stock and other securities, participa­
tions in securities backed by mortgages held by United States or state 
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government agencies, loan-backed securities and similar investments to the 
extent the investments are reflected as assets under generally accepted 
accounting principles. 

(e) Receipts from the lease or rental of real or tangible personal property, 
including both finance leases and true leases, must be attributed to this 
state if the property is located in this state. Tangible personal property that 
is characteristically moving property, such as motor vehicles, rolling stock, 
aircraft, vessels, mobile equipment, and the like, is considered to be located 
in a state if: 

(I) the operation of the property is entirely within the state; or 

(2) the operation of the property is in two or more states, but the principal 
base of operations from which the property is sent out is in the state. 

(f) Interest income and other receipts from assets in the nature of loans 
that are secured primarily by real estate or tangible personal property must 
be attributed to this state if the security property is located in this state 
under the principles stated in paragraph (e). 

(g) Interest income and other receipts from consumer loans not secured 
by real or tangible personal property that are made to residents of this state, 
whether at a place of business, by traveling loan officer, by mail, by tele­
phone or other electronic means, must be attributed to this state. 

(h) Interest income and other receipts from commercial loans and install­
ment obligations not secured by real or tangible personal property must be 
attributed to this state if the proceeds of the loan are to be applied in this 
state. If it cannot be determined where the funds are to be applied, the 
income and receipts are attributed to the state in which tfle business appltea 
fuf tl,., lt>ftfr. "Applied ~ - tttttial ffi<J'HfJ' (inelHding eHSIO!flef 
asslstanee ffl pFepaFit1g the ffiflfl: applieatiet1) 6F subfflissien 0f u eeffl13leted 
lean appliealion, whichever E>ffiH'S fu5I the office of the borrower from 
which the application would be made in the regular course of business is 
located. If this cannot be determined, the transaction is disregarded in the 
apportionment formula. 

(i) Interest income and other receipts from a participating financial insti­
tution's portion of participation loans must be attributed under paragraphs 
(e) to (h). A participation loan is a loan in which more than one lender is 
a creditor to a common borrower. 

(j) Interest income and other receipts including service charges from 
financial institution credit card and travel and entertainment credit card 
receivables and credit card holders' fees must be attributed to the state to 
which the card charges and fees are regularly billed. 

(k) Merchant discount income derived from financial institution credit 
card holder transactions with a merchant must be attributed to the state in 
which the merchant is located. In the case of merchants located within and 
outside the state, only receipts from merchant discounts attributable to sales 
made from locations within the state are attributed to this state. It is pre­
sumed, subject to rebuttal, that the location of a merchant is the address 
shown on the invoice submitted by the merchant to the taxpayer. 

(I) Receipts from the performance of fiduciary and other services must 
be attributed to the state in which the benefits of the services are consumed. 
If the benefits are consumed in more than one state, the receipts from those 
benefits must be apportioned to this state pro rata according to the portion 
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of the benefits consumed in this state. If the extent to which the benefits 
of sefvices are consumed in this state is not readily determinable, the 
benefits of the services shall be deemed to be consumed at the location of 
the office of the customer from which the services were ordered in the 
regular course of the customer's trade or business. ff the ordering office 
cannot be determined, the benefits of the services shall be deemed to be 
consumed at the office of the customer to which the services are billed. 

(m) Receipts from the issuance of travelers checks and money orders 
must be attributed to the state in which the checks and money orders are 
purchased. 

(n) Receipts from investments of a financial institution in securities of 
this state, its political subdivisions, agencies, and instrumentalities must 
be attributed to this state. 

( o) Receipts from a financial institution's interest in any property described 
in section 290.015, subdivision 3, paragraph (b), is not included in the 
numerator or the denominator of the receipts factor provided the financial 
institution's activities within this state with respect to any interest in the 
property are limited in the manner provided in section 290.015, subdivision 
3, paragraph (b). if a financial institution is subject to tax under tlus 
chapter, its interest in property described in section 290.015, subdivision 
3, paragraph (b), is included in the receipts factor in the same manner as 
assets in the nature of securities or money market instruments are included 
under paragraph (n) and subdivision 7. 

Sec. 35. Minnesota Statutes 1987 Supplement, section 290.191, sub­
division 11, is amended to read: 

Subd. 11. [FINANCIAL INSTITUTIONS; PROPERTY FACTOR.] (a) 
For financial institutions, the property factor includes, as well as tangible 
property, intangible property as set forth in this subdivision. 

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

(c) Goodwill must not be included in the property factor. 

(d) Coin and currency located in this state must be attributed to this 
state. 

(e) Lease financing receivables must be attributed to this state if and to 
the extent that the property is located within this state. 

(f) Assets in the nature of loans that are secured by real or tangible 
personal property must be attributed to this state if and to the extent that 
the security property is located within this state. 

(g) Assets in the nature of consumer loans and installment obligations 
that are unsecured or secured by intangible property must be attributed to 
this state if the loan was made to a resident of this state. 

(h) Assets in the nature of commercial loan and installment obligations 
that are unsecured or secured by intangible property must be attributed to 
this state if the loan proceeds of the loan are to be applied in this state. If 
it cannot be determined where the funds are to be applied, the assets must 
be attributed to the state in which the susiness "l'!'iietl fefthe lea"7 "Applies 
~ ffleftftS tfti.t.ta.l: ~· (iRch1Eiing customer assistance !fl preparing the 
loon appliealien) or susfflissien e, a eefflple!ee lean appliealien, whiehe·,•er 
eeelH'S fusl there is located the office of the borrower from which the 
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application would be made in the regular course of business. If this cannot 
be determined, the transaction is disregarded in the apportionment formula. 

(i) A participating financial institution's portion of a participation loan 
must be attributed under paragraphs (e) to (h). 

U) Financial institution credit card and travel and entertainment credit 
card receivables must be attributed to the state to which the credit card 
charges and fees are regularly billed. 

(k) Receivables arising from merchant discount income derived from 
financial institution credit card holder transactions with a merchant are 
attributed to the state in which the merchant is located. In the case of 
merchants located within and without the state, only receipts from merchant 
discounts attributable to sales made from locations within the state are 
attributed to this state. It is presumed, subject to rebuttal, that the location 
of a merchant is the address shown on the invoice submitted by the merchant 
to the taxpayer. 

(I) Assets in the nature of securities and money market instruments are 
apportioned to this state based upon the ratio that total deposits from this 
state, its residents, its political subdivisions, agencies and instrumentalities 
bear to the total deposits from all states, their residents, their political 
subdivisions, agencies and instrumentalities. In the case of an unregulated 
financial institution~ t-e tl:tts- Fegt1:lation, the Feeeip£s assets are appor­
tioned to this state based upon the ratio that its gross business income 
earned from sources within this state bears to gross business income earned 
from sources within all states. For purposes of this subsection, deposits 
made by this state, its residents, its political subdivisions, agencies, and 
instrumentalities are attributed to this state, whether or not the deposits 
are accepted or maintained by the taxpayer at locations within this state. 

(m) A financial institution's interest in any property described in section 
290.015, subdivision 3, paragraph (b), is not included in the numerator 
or the denominator of the property factor provided the financial institution's 
activities within this state with respect to any interest in such property are 
limited in the manner provided in section 290.015, subdivision 3, para­
graph (b). If a financial institution is subject to tax under this chapter, its 
interest in property described in section 290 .OJ 5, subdivision 3, paragraph 
(b), is included in the property factur in the same manner as assets in the 
nature of securities or money market instruments are included under para­
graph /1). 

Sec. 36. Minnesota Statutes 1987 Supplement, section 290.21, subdi­
vision 3, is amended to read: 

Subd. 3. An amount for contribution or gifts made within the taxable 
year: 

(a) to or for the use of the state of Minnesota, or any of its political 
subdivisions for exclusively public purposes, 

(b) to or for the use of any community chest, corporation, organization, 
trust, fund, association, or foundation located in and carrying on substan­
tially a1l of its activities within this state, organized and operating exclu­
sively for religious, charitable, public cemetery, scientific, literary, artistic, 
or educational purposes, or for the prevention of cruelty to children or 
animals, no part of the net earnings of which inures to the benefit of any 
private stockholder or individual, 
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(c) to a fraternal society, order, or association, operating under the lodge 
system located in and carrying on substantially all of their activities within 
this state if such contributions or gifts are to be used exclusively for the 
purposes specified in clause (b), or for or to posts or organizations of war. 
veterans or auxiliary units or societies of such posts or organizations, if 
they are within the state and no part of their net income inures to the benefit 
of any private shareholder or individual, 

(d) to or for the use of the United States of America for exclusively 
public purposes if the contribution or gift consists of real property located 
in Minnesota, 

(e) to or for the use of a foundation if the foundation is organized and 
operated exclusively for a purpose in clause (b), and has no part of its net 
earnings inuring to the benefit of a private shareholder or individual, but 
does not carry on substantially all of its activities within this state. The 
deduction under this clause equals the amount of the corporation's con­
tributions or gifts to the foundation within the taxable year multiplied by 
a fraction equal to the ratio of the foundation's total expenditures during 
the taxable year for the benefit of organizations described in clause (b) 
to the foundation's total expenditures during the taxable year. 

(f) the total deduction hereunder shall not exceed 15 percent of the 
taxpayer's taxable net income less the deductions allowable under this sec­
tion other than those for contributions or gifts, 

fft ( g) in the case of a corporation reporting its taxable income on the 
accrual basis, if: (A) the board of directors authorizes a charitable contri­
bution during any taxable year, and (B) payment of such contribution is 
made after the close of such taxable year and on or before the fifteenth day 
of the third month following the close of such taxable year; then the taxpayer 
may elect to treat such contribution as paid during such taxable year. The 
election may be made only at the time of the filing of the return for such 
taxable year, and shall be signified in such manner as the commissioner 
shall by rules prescribe. 

Sec. 37. Minnesota Statutes I 987 Supplement, section 290.2 I, subdi­
vision 4, is amended to read: 

Subd. 4. (a) Eighty percent of dividends received by a corporation during 
the taxable year from another corporation, in which the recipient owns 20 
percent or more of the stock, by vote and value, not includini stock described 
in section 1504/a)/4) of the Internal Revenue Code of 1986, as amended 
through December 31, 1987, when the corporate stock with respect to 
which dividends are paid does not constitute the stock in trade of the 
taxpayer or would not be included in the inventory of the taxpayer, or does 
not constitute property held by the taxpayer primarily for sale to customers 
in the ordinary course of the taxpayer's trade or business, or when the trade 
or business of the taxpayer does not consist principally of the holding of 
the stocks and the collection of the income and gains therefrom. +he remaiR 
ittg ;!fl j>ef€eft! <fflftH be alle•<',ea if tile ,eeipieRt 0Wft5 W j>ef€eft! e, ffi0fe 

ef all tile ¥elittg steel< ef tile e!her eo,peratieR [lfi6 <lte ai,·iEleaEls were j>8iEl 
ff0ffi iooeme ftfisittg oot ef lrnsiaess aeHe;., this S4ate by <lte eo,poratieR 
j>frJ'ittg tile EliviEleREls. !f !l,e EliviEleREls were Eleelarea fr.em iooeme ftfisittg 
oot &f eusioess 80fte wttltiH ftft8 "itl,out this stale, tl!efl a p,eportieo et 
!l,e ,emaioaer <fflftH l,e al!O\\ ea as a Eleauetieo. 'FI,e prnpertieR - l,e tltttl 
whiel, <lte ameuRI of tile tal<ft0!e ltel iooeme ef !l,e ee rperali 00 j>frJ'ittg tile 
ili ,·iEleREls assig,,a!,!e er alleeable le thisstate beftfs le tile efttire Jtet iooeme 
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ef !lie ee•reFaliBft. +fl1' B!IIBHftts ffill5t l,e aeleF!lliRed ily tire re!\!ffts ,mee, 
fftts eeaptef ef tfte eeFperation ~ the ElivieleaEis fat: the~ yeftf' 
pFeeeEliRg t-fteif' rlistFibutieA. +he tHH6-eft ts 6ft the ta.n13ayer ffi 5-ft&W fftftf 
tire - ef FelftaiHaeF elaimed as a aeaHetiBR l,as ee1'R Feeeivea fFelft 
tBeeffie -EtftSiftg et1-1 ef 0H siRess eeHe ffl t-hts ~ 

f1>t H tire lffi<!e er bHsiRess ef #le 1ai,ra;••• eeRsisls r•iHeipally of tire 
helaiRg of tire steei.s !lft<i tho eelleeti "" of tire tBeeffie !lft<i gait,;; the,efFe!II, 
aiviaeRds ,eeei>,•ea by a ee,pecalieR EktFiHg tire~ yea, fFelft aHelher 
ee,reralieR, i-f#te reeipieHl&WHSgq~er-efaHtlre~steei. 
ef H½e ether SOFfOFatiofl, tf8ffi: tftOOffie -EtftSiftg mt-t e.f Btisiness tl-eHe ffl fftts 
stale by !lie ee,re,alieR j>8)'tllg !lie ai·, iaeRSS. H ll!e aiviaeRSS weFe aeela,ed 
fFelft tBeeffie -EtftSiftg - ef ilHsiRess defte willtift """ .,, ilheHI th+& -. 
#tffi a p,epe,1ieR of tire divideHds shaH l,e allewed as a dedHelieR. +la1' 
p•eper1ieR ffi!ISt ee #tat wl½ielt tire """""'1 ef tire~ ft1'l tBeeffie ef tire 
ee,re,alieH !'(lj'fflg !lie divide Ads assigRaille er alleeasle te- th+& sla!e beafs 
le tlreetlltreft1'! tBeeffie ef !lie ee,re,atieft. +fl1' ameHRIS lffi>S! ee delermiHea 
by tire re!\!ffts ,mee, th+& ehar1er ef #le eerpe,alieR ~ tire ai, iaeads 
fer tire ~ '.t""f p,eeediRg tJ,.,ir diS!fibHtieR. 'Th<, btffilffi ts "" tire 
la"r•Y•• le shew #tat !lie a!ll8Hft( e-f ai, iaeRSS elaimea as 8 dedaelieR has 
beeR reeeived fFelft tBeeffie -EtftSiftg <tttt e-f sHsiRess dooe ii, th+& Slalec 

(b) Seventy percent of dividends received by a corporation during the 
taxable year from another corporation in which the recipient owns less 
than 20 percent of the stock, by vote or value, not including stock described 
in section 1504(a)(4) of the internal Revenue Code of 1986 as amended 
through December 31, 1987, when the corporate stock with respect to 
which dividends are paid does not constitute the stock in trade of the 
taxpayer. or does not constitute property held by the taxpayer primarily 
for sale to customers in the ordinary course of the taxpayer's trade or 
business, or when the trade or business of the taxpayer does not consist 
principally of the holding of the stocks and the collection of income and 
gain therefrom. · 

(c) The dividend deduction provided in this subdivision shall be allowed 
only with respect to dividends that are included in a corporation's Minnesota 
taxable net income for the taxable year. 

The dividend deduction provided in this subdivision does not apply to a 
dividend from a corporation which, for the taxable year of the corporation 
in which the distribution is made or for the next preceding taxable year of 
the corporation, is a corporation exempt from tax under section 50 l of the 
Internal Revenue Code of I 986, as amended through December 31, 1986. 

The dividend deduction provided in this subdivision applies to the amount 
of regulated investment company dividends only to the extent determined 
under section 854(b) of the Internal Revenue Code of 1986, as amended 
through December 3 I, I 986. 

The dividend deduction provided in this subdivision shall not be allowed 
with respect to any dividend for which a deduction is not allowed under 
the provisions of section 246(c) of the Internal Revenue Code of I 986, as 
amended through December 3 I , I 986. 

(d) If dividends received by a corporation that does not have nexus with 
Minnesota under the provisions of Public Law Number 86-272 are included 
as income on the return of an affiliated corporation permitted or required 
to file a combined report under section 290.34, subdivision 2, then for 



8506 JOURNAL OF THE SENATE [93RDDAY 

purposes of this subdivision the determination as to whether the trade or 
business of the corporation consists principally of the holding of stocks 
and the collection of income and gains therefrom shall be made with 
reference to the trade or business of the affiliated corporation having a 
nexus with Minnesota. 

(e) The deduction provided by this subdivision does not apply if the 
dividends are paid by a FSC as defined in section 922 of the Internal 
Revenue Code of 1986, as amended through December 31, 1986. 

(f) If one or more of the members of the unitary group whose income is 
included on the combined report received a dividend, the deduction under 
this subdivision for each member of the unitary business required to file 
a return under this chapter is the product of: (I) JOO percent of the div­
idends received by members of the group: (2) 80 percent or 70 percent, 
pursuant to paragraph (a) or (b); and (3) the percentage of the taxpayer's 
business income apportionable to this state for the taxable year under 
section 290.191 or 290.20. 

Sec. 38. Minnesota Statutes 1987 Supplement, section 290.34, subdi­
vision 2, is amended to read: 

Subd. 2. [AFFILIATED OR RELATED CORPORATIONS, COMBINED 
REPORT.] fa') When a corporation which is required to file an income tax 
return is affiliated with or related to any other corporation through stock 
ownership by the same interests or as parent or subsidiary corporations, 
or has its income regulated through contract or other arrangement, the 
commissioner of revenue may permit or require such combined report as, 
in the commissioner's opinion, is necessary in order to determine the taxable 
net income of any one of the affiliated or related corporations. 

W If a eo,po,aliea has beeft aives!ea ffBffi ¼ite tffii¼&Fy gF8llf' &R<I is 
ineh1ded 1ft a eoml3ined ~ :ffif n ffaetional pa-ff &f the common aeee1:1nt 
if½g j>efie<l tl>at ¼ite fej>8F! is l>ase<! Oft, theH ¼ite ~ p,epe,ly, """pay,eH 
aHFil31:1ted te fflC eOFf!BFatien ffi the a13130Ftionment formula fAitSt '9C 13rorate8 
e, separn!elj aeeeua1ea """ fflllS! 51,ew f0f wlta! f"IFI ef the aeeeualiag 
j>efie<l the COFf!OFatioR ts "ineluEleEI 1ft the t=er6i4:-

fej +he eo ... eiaea FeJ>6f! sJ,alJ Fef!eet ¼ite - et ¼ite efltife tffii¼&Fy 
i3Hsiness &S proviEleEI ifi seeti-eft 299.17, SHl3division 4-:. Ha eerf!oratian MS 
eeen di¥este8 ffefft the tffii¼&Fy grettr a-n-6 f5. inelH8ed ift the eemi3ineB r~ 
fer a ffaetionel ~ &f the common eeeol:lnting j>efie<l tflitt the eoffi'3ine8 
Fej>6f! is l>ase<! Oft, tis ttte8ffie i Re I u aae I e ift too e e ff! e i A ea Fej>6f! is tis 
- f0f tl>at f"IFI ef the year. 

Sec. 39. Minnesota Statutes 1987 Supplement, section 290.35, subdi­
vision 2, is amended to read: 

Subd. 2. [APPORTIONMENT OF TAXABLE NETINCOME.] The com­
missioner shall compute therefrom the taxable net income of such com­
panies by assigning to this state that proportion thereof which the gross 
premiums collected by them during the taxable year from old and new 
business within this state bears to the total gross premiums collected by 
them during that year from their entire old and new business, including 
reinsurance premiums; provided, the commissioner shall add to the taxable 
net income so apportioned to this state the amount of any taxes on premiums 
paid by the company by virtue of any law of this state (other than the 
surcharge on premiums imposed by sections 69.54 to 69.56) which shall 
have been deducted from gross income by the company in arriving at its 
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total net income under the provisions of such act of congress. 

(a) For purposes of determining the Minnesota apportionment percent­
age, premiums from reinsurance contracts ass1:1meEI ffeffl. companies aeffi­
fettetl Ht .Minnesola 8-ftd premiu.ms in Connection with property in or liability 
arising out of activity in, or in connection with the lives or health of 
Minnesota residents shall be assigned to Minnesota and premiums from 
reinsurance contract$ ass11:ftled H6ffl: eompanies domieileEI etttside et Mi-H-­
eeseta &Rd fJFemiums in connection with property in or liability arising out 
of activity in, or in connection with the lives or health of non-Minnesota 
residents shall be assigned outside of Minnesota. Reinsurance premiums 
are presumed to be received for a Minnesota risk and are assigned to 
Minnesota, if: 

(I) the reinsurance contract is assumed for a company domiciled in 
Minnesota; and 

(2) the taxpayer, upon request of the commissioner, fails to provide reli­
able records indicating the re insured contract covered non-Minnesota risks. 

For purposes of this paragraph, "Minnesota risk" means coverage in 
connection with property in or liability arising out of activity in Minnesota, 
or in connection with the lives or health of Minnesota residents. 

(b) The apportionment method prescribed by paragraph (a) shall be 
presumed to fairly and correctly determine the taxpayer's taxable net income. 
If the method prescribed in paragraph (a) does not fairly reflect all or any 
part of taxable net income, the taxpayer may petition for or the commis­
sioner may require the determination of taxable net income by use of 
another method if that method fairly reflects taxable net income. A petition 
within the meaning of this section must be filed by the taxpayer on such 
form as the commissioner shall require. 

Sec. 40. Minnesota Statutes I 987 Supplement, section 290.37, subdi­
vision 1, is amended to read: 

Subdivision I. [PERSONS MAKING RETURNS.] (a) A taxpayer shall 
file a return for each taxable year the taxpayer is required to file a return 
under section 6012 of the Internal Revenue Code of 1986, as amended 
through December 31, 1986, except that an individual who is not a Min­
nesota resident for any part of the year is not required to file a Minnesota 
income tax return if the individual ·s gross income derived from Minnesota 
sources under sections 290.081, paragraph (a), and 290.17, is less than 
the filing requirements for a single individual who is a full year resident 
of Minnesota. 

The decedent's final income tax return, and all other income tax returns 
for prior years where the decedent had gross income in excess of the 
minimum amount at which an individual is required to file and did not file, 
shall be filed by the decedent's personal representative, if any. If there is 
no personal representative, the return or returns shall be filed by the trans­
ferees as defined in section 290. 29, subdivision 3, who receive any property 
of the decedent. 

The trustee or other fiduciary of property held in trust shall file a return 
with respect to the taxable net income of such trust if that exceeds an 
amount determined by the commissioner if such trust belongs to the class 
of taxable persons. 
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Every corporation shall file a return, if the corporation is subject to the 
state's jurisdiction to tax under section 290.014, subdivision 5, except that 
a foreign operating corporation as defined in section 290.01, subdivision 
6b, is not required to file a return. The return in the case of a corporation 
must be signed by a person designated by the corporation. The commis­
sioner may adopt rules for the filing of one return on behalf of the members 
of an affiliated group of corporations that are required to file a combined 
report if the affiliated group includes a bank subject to tax under this 
chapter. Members of an affiliated group that elect to file one return on 
behalf of the members of the group under rules adopted by the commis­
sioner may modify or rescind the election by filing the form required by 
the commissioner. 

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

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

Sec. 41. Minnesota Statutes 1987 Supplement, section 290.371, sub­
division I, is amended to read: 

Subdivision I. [REPORT REQUIRED.] Every corporation that, during 
any calendar year or fiscal accounting year efttHftg beginning after Decem­
ber 31, 1986, €ftffiea 0ft aa-y ae1ivi1y e, <>wf>e<! e, mainlained any r•apeFI)' 
ift this state, ttR!e,;s speeifieally el£emp1ed tlftee< suedivisian 3 obtained 
any business from within this state as described in section 290.015, sub­
division 1, with the exception of: 

(/)activity levels lower than those set forth in section 290.015, sub­
division 2, paragraph ( a), if the corporation is a financial institution; or 

(2) activities described in section 290.015, subdivision 3, paragraph 
(b); or 

(3) corporations specifically exempted under subdivision 3, must file a 
notice of business activities report, as provided in this section. Filing of 
the report is not a factor in determining whether a corporation is subject 
to taxation under this chapter. 

Sec. 42. Minnesota Statutes 1987 Supplement, section 290.371, sub­
division 3, is amended to read: 

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

(I) by the end of an accounting period for which it was otherwise required 
to file a notice of business activities report under this section, it had received 
a certificate of authority to do business in this state; 

(2) a timely return or report has been filed under section 290.05, sub­
division 4; or 290.37;"' 

(3) the corporation is exempt from taxation under this chapter pursuant 
to section 290.05, subdivision 1; or 

(4) the corporation's activities in Minnesota, or the interests in property 
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which it owns, consist solely of activities or property exempted from juris­
diction to tax under section 290.015, subdivision 3, paragraph (b}. 

Sec. 43. Minnesota Statutes 1987 Supplement, section 290.371, sub­
division 4, is amended to read: 

Subd. 4. [ANNUAL FILING.] Every corporation not exempt under sub­
division 3 must file annually a notice of business activities report, including 
such forms as the commissioner may require, with respect to -aH et= ilfl-Y 
jffift ef each of its calendar or fiscal accounting years beginning after 
December 31, 1986, on or before the 15th day of the fourth month after 
the close of the calendar or fiscal accounting year. 

Sec. 44. Minnesota Statutes 1987 Supplement, section 290.371, sub­
division 5, is amended to read: 

Subd. 5. [FAILURE TO FILE TIMELY REPORT.] (a) Any corporation 
required to file a notice of business activities report does not have any 
cause of action upon which it may bring suit under Minnesota law unless 
the corporation has filed a notice of business activities report. 

(b) The failure of a corporation to file a timely report prevents the use 
of the courts in this state, except regarding activities and property described 
in section 290.015, subdivision 3, paragraph (b ), for all contracts executed 
and all causes of action that arose at any time before the end of the last 
accounting period for which the corporation failed to file a required report. 

(c) The court in which the issues arise has the power to excuse the 
corporation for its failure to file a report when due, and restore the cor­
poration's cause of action under the laws of this state, if the corporation 
has paid all taxes, interest, and civil penalties due the state for all periods, 
or provided for payment of them by adequate security or bond approved 
by the commissioner. 

(d) Notwithstanding the provisions of section 290.61, the commissioner 
may acknowledge whether or not a particular corporation has filed with 
the commissioner reports or returns required by this chapter if the 
acknowledgment: 

( 1) is to a party in a civil action; 

(2) relates to the filing status of another party in the same civil action; 
and 

(3) is in response to a written request accompanied by a copy of the 
summons and complaint in the civil action. 

Sec. 45. Minnesota Statutes 1986, section 290.50, subdivision 3, is 
amended to read: 

Subd. 3. [EXCEPTIONS.] This section shall not be construed so as to 
disallow: 

(a) a net operating loss carryback to any taxable year authorized by 
section 290.095 or section 172 of the Internal Revenue Code of 1954, as 
amended through December 31, 1985, but the refund or credit shall be 
limited to the amount of overpayment arising from the carryback; 

(b) a capital loss carryback by a corporation under Minnesota Statutes 
1986, section 290.16, provided that the claim for refund or credit is made 
prior to the expiration of the 15th day of the 45th month following the end 
of the taxable year of the net capital loss which results in the carryback, 



8510 JOURNAL OF THE SENATE [93RDDAY 

plus any extension of time granted for filing the return, but only if the 
return was filed within the extended time, and the refund or credit is limited 
to the amount of overpayment arising from the carryback. 

Sec. 46. Minnesota Statutes 1987 Supplement, section 290.9725, is 
amended to read: 

290.9725 [eLECTIO~I B-¥ SMALL BUSl~leSS CORPORATIO~I S 
CORPORATIONS.] 

For purposes of this chapter. the term "S corporation" means any cor­
poration having a valid election in effect for the taxable year under section 
1362 of the Internal Revenue Code of I 986, as amended through December 
3 I, -1-986, 1987. An S corporation shall not be subject to the taxes imposed 
by this chapter, excepts 

fB tke eeff!eratieH is SIH>jee! 10 tl!e tax impesed lffi8ef seetieH 299.92; 

""" f;!j tke eeff!eFatieH is SIH>jee! te tl!e tfH< impesed lffiBef seetieH ~ 
iH "HY ..,. perioo iH wl>ielt it FeeegHi,es ift€<>ffte feF fe80f8! ffl66ffte ..,. 
paff!eses lffi8ef IHte,nal Re•,enae C--ooe, seetieH 13e3(d), W4;- e, -1--3¾ 
tl!e l0tal ameaHI ef ffl6efflC ,eeegHi,ed is tl!e fe<le,al ~ ffl66ffte feF 
tko eeff!eFalieH witlliH tl!e meaniHg ef seetieH 29Q.QI, sabdi¥isieft l9t tl!e 
J:'f0, isieas ef seetieRs 290.Ql, stt0di, isiens -l-9a te -l-9f, ftft6 ~ te 
29Q.2Q, flHtSt be emple)·ed te dete,mifte the~ f!el ffl66ffte ef tl!e 
eet=f!OFatieR; ftft6 the~ Be¼ ffl66ffte ef the eor130rati0R ts tt-s ~ 
iHeeme, ""eeJ>I that "HY f!el spe,aliHg less eaFFyfonlaFd that a,ese iH a 
yeaF wl!eH thefe was Be eleeliBH iB effeet lffi8ef SeelieH -1--362 ef tl!e IHteFnal 
Re:Yen1:1e Gede ts allev.reEI as -a deEluetieH the taxes imposed under sections 
290.92, 290.9727, 290.9728, and 290.9729. 

Sec. 47. [290.9727] [TAX ON CERTAIN BUILT-IN GAINS.] 

Subdivision 1. [TAX IMPOSED.] For a corporation electing S corpo­
ration status pursuant to section 1362 of the internal Revenue Code of 
1986, as amended through December 31, 1987, after December 31, 1986, 
and having a recognized built-in gain as defined in section 1374 of the 
internal Revenue Code of 1986. as amended through December 31. 1987, 
there is imposed a tax on the taxable income of such S corporation, as 
defined in this section, at the rate prescribed by section 290.06, subdivision 
I. This section does not apply to any corporation having an Selection in 
effect for each of its taxable years. An S corporation and any predecessor 
corporation must be treated as one corporation for purposes of the pre­
ceding sente_nce. 

Subd. 2. [TAXABLE INCOME.] For purposes of this section, taxable 
income means taxable net income less the deduction/or net operating loss 
carryforwards as provided by this section. 

Subd. 3. [TAXABLE NET INCOME.] For purposes of this section. 
taxable net income means the lesser of: 

( 1) the recognized built-in gains of the S corporation for the taxable 
year, as determined under section 1374 of the Internal Revenue Code of 
1986. as amended through December 31, 1987, subject to the modifications 
provided in section 290.01, subdivisions 19e and 19f. that are allocable 
to this state under section 290.17, 290.191, or 290.20; or 
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(2) the amount of the S corporation's federal taxable income, as deter­
mined under section 1374(d)(4) of the Internal Revenue Code of 1986, as 
amended through December 31, 1987, subject to the provisions of section 
290.01, subdivisions 19c to 19f that is allocable to this state under section 
290.17, 290.191, or 290.20, less the deduction for charitable contributions 
in section 290.21, subdivision 3. 

Subd. 4. [NET OPERATING LOSS CARRYFORWARD.] A net operating 
loss carryforward, as determined under section 290.095, arising in a 
taxable year before the corporation elected S corporation status, shall be 
allowed as a deduction against the lesser of the amounts referred to in 
subdivision 3, clauses ( 1) and (2). For purposes of determining the amount 
of any such loss that may be carried to later t_axable years, the lesser of 
the amounts referred to in subdivision 3, clauses ( 1) and (2) shall be treated 
as taxable income. 

Sec. 48. [290.9728] [TAX ON CAPITAL GAINS.] 

Subdivision 1. [TAX IMPOSED.] There is imposed a tax on the taxable 
income of a corporation that has: 

( 1) elected S corporation status pursuant to sec"tion 1362 of the Internal 
Revenue Code of 1954, as amended through December 31, 1985, before 
January I, 1987; 

(2) a net capital gain for the taxable year (i) in excess of $25,000 and 
(ii) exceeding 50 percent of the corporation's federal taxable income for 
the taxable year; and 

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

The tax is imposed at the rate prescribed by section 290.06, subdivision 
1. For purposes of this section, "federal taxable income" means federal 
taxable income determined under section I 374(4 )( d) of the Internal Rev­
enue Code of 1986, as amended through December 31, 1987. This section 
does not apply to an S corporation which has had an election under section 
1362 of the Internal Revenue Code of 1954, in effect for the three imme­
diately preceding taxable years. This section does not apply to an S cor­
poration that has been in existence for less than four taxable years and 
has had an election in effect under section I 362 of the Internal Revenue 
Code of 1954 for each of the corporation's taxable years. For purposes of 
this section, an S corporation and any predecessor corporation are treated 
as one corporation. 

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

(I) the amount of the net capital gain of the S corporation for the taxable 
year, as determined under sections 1222 and 1374 of the Internal Revenue 
Code of 1986, as amended through December 31, 1987, and subject to 
the modifications provided in section 290.01, subdivisions 19e and 19f in 
excess of $25,000 that is allocable to this state under section 290.17, 
290.191, or 290.20; or 

(2) the amount of the S corporation's federal taxable income, subject to 
the provisions of section 290.01, subdivisions 19c to 19f that is allocable 
to this state under section 290.17, 290.191, or 290.20, less the deduction 
for charitable contributions in section 290.21, subdivision 3. 

Sec. 49. [290.9729] [TAX ON PASSIVE INVESTMENT INCOME.] 
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Subdivision I. [TAX IMPOSED.] There is imposed a tax for the taxable 
year on the taxable income of an S corporation, if for the taxable year an 
S corporation has: 

(I) subchapter C earnings and profits at the close of such taxable year; 
and 

(2) gross receipts more than 25 percent of which are passive investment 
income. 

The tax is imposed at the rate prescribed by section 290.06, subdivision 
1. The terms "subchapter C earnings and profits," "passive investment 
income," and "gross receipts" have the same meanings as when used in 
sections 1362(d)(3) and 1375 of the Internal Revenue Code of 1986, as 
amended through December 31, 1987. 

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

( 1) the amount of the S corporation's excess net passive income, as 
determined under section 1375 of the Internal Revenue Code of 1986, as 
amended through December 31, 1986, subjecr to the provisions of section 
290.01, subdivisions 19c to 19!, that is allocable to this state under section 
290.17, 290.191, or 290.20; or 

(2) the amount of the S corporation's federal taxable income, as deter­
mined under section /374(d)(4) of the internal Revenue Code of 1986, as 
amended through December 31, 1987, subject to the provisions of section 
290.01, subdivisions 19c to 19/, that is allocable to this state under section 
290.17, 290.191, or 290.20, less the deduction for charitable contributions 
in section 290.21, subdivision 3. 

Subd. 3. [WAIVER OF TAX.] The tax imposed by this section shall be 
waived if the taxpayer receives a waiver for federal income tax purposes 
under section 1375(d) of the Internal Revenue Code of 1986, as amended 
through December 31, 1987. 

Sec. 50. Minnesota Statutes 1987 Supplement, section 295.34, subdi­
vision I, is amended to read: 

Subdivision I. Except as provided in subdivision 2 every telephone com­
pany shall file a return with the commissioner of revenue on or before 
April 15 of each year, and submit payment therewith, of the following 
percentages of its gross earnings, including long distance access charges, 
of the preceding calendar year derived from business within this state: 

(a) for gross earnings from service to rural subscribers and from exchange 
business of all cities of the fourth class and statutory cities having a pop­
ulation of 10,000 or less 

for calendar years beginning before December 3 I, I 988, 4 percent, 

for calendar year 1989, 3 percent, provided that the estimated tax pay­
ments made on March 15 and June 15, 1989, pursuant to section 295.365, 
must be made as if the tax were imposed at a rate of four percent, 

for calendar year I 990, 1.5 percent, 

for calendar year 1991, 1 percent, and 

for calendar years beginning after December 31, 199 I, exempt; and 

(b) for gross earnings derived from all other business 
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for calendar years beginning before December 3 I, 1988, 7 percent, 

for calendar year 1989, 5.5 percent, provided that the estimated tax 
payments made on March 15 and June 15, 1989, pursuant to section 295.365, 
must be made as if the tax were imposed at a rate of seven percent, 

for calendar year 1990, 3 percent, 

for calendar year 1991, 2.5 percent, and 

for calendar years beginning after December 31, 1991, exempt. 

A tax shall not be imposed on the gross earnings of a telephone company 
from business originating or terminating outside of Minnesota, except that 
the gross earnings tax is imposed on all long distance access charges 
allocated to interstate service received in payment from a telephone com­
pany before December 31, 1989. 

The tax imposed is in lieu of all other taxes, except the taxes imposed 
by chapter 290, property taxes assessed beginning in 1989, payable in 
1990, and sales and use taxes imposed as a result of chapter 297A. All 
money paid by a company for connecting fees and switching charges to 
any other company shall be reported as earnings by the company to which 
they are paid. For the purposes of this section, the population of any 
statutory city shall be considered as that stated in the latest federal census. 

(c) For the period January I, 1984 through December 31, 1986, all 
money paid by a company for connecting fees and switching charges, 
including carriers access charges except that portion paid for directory 
assistance and billing and collection services, to any other company must 
be reported as earnings by the company to which they are paid, but are 
not deemed to be earnings of the collecting and paying company. 

Sec. 51. Minnesota Statutes 1987 Supplement, section 298.01, subdi­
vision 3, is amended to read: 

Subd. 3. [OCCUPATION TAX; OTHER ORES.] Every person engaged 
in the business of mining or producing ores, except iron ore or taconite 
concentrates, shall pay an occupation tax to the state of Minnesota as 
provided in this subdivision. The tax is measured by the person's taxable 
income for the year for which the tax is imposed, and computed in the 
manner and at the rates provided in chapter 290, except that seetiett sections 
290.01, subdivisions 19c, clause ( 11 ), 19d, clause (7). and 290.05, sub­
division 1, clause (a), <lees do not apply. Corporations and individuals shall 
be subject to the alternative minimum taxes imposed under chapter 290. 
The tax is in addition to all other taxes and is due and payable on or before 
June 15 of the year succeeding the calendar year covered by the report 
required by section 298.05. 

Sec. 52. Minnesota Statutes 1987 Supplement, section 298.01 subdivi­
sion 4, is amended to read: 

Subd. 4. [OCCUPATION TAX; IRON ORE; TACONITE CONCEN­
TRATES.] A person engaged in the business of mining or producing of 
iron ore or taconite concentrates shall pay an occupation tax to the state 
of Minnesota. The tax is measured by the person's taxable income for the 
year for which the tax is imposed, and computed in the manner and at the 
rates provided for in chapter 290, except that seetiett sections 290.01, 
subdivisions 19c, clause (II), 19d, clause (7), and 290.05, subdivision 1, 
clause (a), <lees do not apply. Corporations and individuals shall be subject 
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to the alternative minimum taxes imposed under chapter 290. The tax is 
in addition to all other taxes and is due and payable on or before June 15 
of the year succeeding the calendar year covered by the report required by 
section 298.05. 

Sec. 53. (298.402] [NET OPERATING LOSSES.] 

For purposes of the computation under section 298.40. subdivision 1, 
clause (b), a net operating loss incurred in a taxable year beginning after 
December 31, 1986, is a net operating loss carryover to each of the 15 
taxable years following the taxable year of the loss, in accordance with 
section 290.095. A net operating loss incurred in a taxable year beginning 
after December 31, 1981, and before January 1, 1987, is a net operating 
loss carryover to taxable years beginning after December 31, 1986, not 
to exceed the five taxable years following the taxable year of the loss, in 
accordance with section 290.095. No net operating loss carryback is allowed 
for a net operating loss incurred in a taxable year beginning after Decem­
ber 31, 1986. 

Sec. 54. Minnesota Statutes 1986, section 299.01, subdivision I, is 
amended to read: 

Subdivision I. There shall be levied and collected upon all royalty received 
during each calendar year for permission to explore, mine, take out and 
remove iron ore or taconites from land in this state, a tax of 15 percent 
before January 1, 1986, a tax of 14.5 percent after December 31, 1985, 
and before January 1, 1987, and a tax of 14 percent after December 31, 
1986. 

Sec. 55. Minnesota Statutes 1986, section 303.03, is amended to read: 

303.03 [FOREIGN CORPORATIONS MUST HAVE CERTIFICATE OF 
AUTHORITY.] 

No foreign corporation shall transact business in this state unless it holds 
a certificate of authority so to do; and no foreign corporation whose cer­
tificate of authority has been revoked or canceled pursuant to the provisions 
of this chapter shall be entitled to obtain a certificate of authority except 
in accordance with the provisions of section 303. I 9. This section does not 
establish standards for those activities that may subject a foreign corpo­
ration to taxation under section 290.015 and to the reporting requirements 
of section 290.371. Without excluding other activities which may not con­
stitute transacting business in this state, and subject to the provisions of 
sections 303. 13 and 543 .19, a foreign corporation shall not be considered 
to be transacting business in this state for the purposes of this chapter solely 
by reason of carrying on in this state any one or more of the following 
activities: 

(a) Maintaining or defending any action or suit or any administrative or 
arbitration proceeding, or effecting the settlement thereof or the settlement 
of claims or disputes; 

(b) Holding meetings of its directors or shareholders or carrying on other 
activities concerning its internal affairs; 

(c) Maintaining bank accounts; 

( d) Maintaining offices or agencies for the transfer, exchange and reg­
istration of its securities, or appointing and maintaining trustees or depos­
itaries with relation to its securities; 
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(e) Holding title to and managing real or personal property, or any interest 
therein, situated in this state, as executor of the will or administrator of 
the estate of any decedent, as trustee of any trust, or as guardian or con­
servator of the person or estate, or both, of any person; 

(f) Making, participating in, or investing in loans or creating, as borrower 
or lender, or otherwise acquiring indebtedness or mortgages or other secur­
ity interests in real or personal property; 

(g) Securing or collecting its debts or enforcing any rights in property 
securing them; or · 

(h) Conducting an isolated transaction completed within a period of 30 
days and not in the course of a number of repeated transactions of like 
nature. 

Sec. 56. [REPEALER.] 

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

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

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

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

Sec. 57. [EFFECTIVE DATE.] 

Sections 1, 4, and 5 are effective January 1, 1988. Sections 7, 8, 9, 
11, clause ( 13 ), 31, and 40 are effective for taxable years beginning after 
December 31, 1990, except that sections 9, II, clause (13), and 40 are 
effective for taxable years beginning after December 31, 1989, insofar as 
they apply to 936 corporations. In this section, "936 corporations" are 
corporations referred to in section 9, clause (2)(ii). Sections 12, clause 
(II), 14, 26, 33, and 56, paragraph (c), are effective for taxable years 
beginning after December 31, 1988. Sections 2, 3; 32, 36, 37, and 38 are 
effective for taxable years beginning after December 31, 1987. Section 
30, paragraphs(/), (g), (h), and (j) are effective for taxable years beginning 
after December 31, 1990, except that insofar as they apply to 936 cor­
porations, they are effective for taxable years beginning after December 
31, 1989. Sections 29, in its reference to section 290.17, subdivision 4, 
paragraph (i), and 30, paragraph (i), are effective for taxable years begin­
ning after December 31, 1988, in its application to income described in 
section 290.01, subdivision 19d, clause ( 11 ), for taxable years beginning 
after December 31, 1989, in its application to other income of 936 cor­
porations, and for taxable years beginning after December 31, 1990, in 
its application to other income of foreign operating corporations. Section 
30, paragraph (k) is effective for taxable years beginning after December 
31, 1987. 

Sections JO, II, clauses (2) and (3 ), 12, except for clause (] I), 13, l 5 
to 18, 20, 21, 23, 25, 29 insofar as it refers to companies subject to the 
occupation tax, 34, 35, 39, 41 to 49, and 56, paragraph (d), are effective 
for taxable years beginning after December 31, 1986. Section 22 is effec­
tive for taxable years beginning after December 3 l, 1986, except that the 
part relating to the apportionment of the exemption amount among mem­
bers of a unitary group is effective for taxable years beginning after Decem­
ber 31, 1987. Section 27 is effective for taxable years beginning after 
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December 31, 1986, except that the part relating to the allowance of a 
net operating loss incurred in any taxable year to the extent of the appor­
tionment ratio of the loss year is effective for taxable years beginning after 
December 31, 1987. Section 28 is effective for losses incurred in taxable 
years beginning after December 31, 1986, and is repealed effective for 
taxable years beginning after December 31, 1993. Sections 6, 50, and 55 
are effective the day following final enactment. Sections 51 and 52 are 
effective for ores mined after December 31, 1989. Section 53 is effective 
for ores mined after December 31, 1986, and before January 1, 1990. 
Section 54 is effective for ore mined after December 31, 1986. Section 56, 
paragraph (a), is effective for ores mined after December 31, 1989. Section 
56, paragraph (b), is effective for ores mined after December 31, 1986, 
and supersedes the repealer in Laws 1987, chapter 268, article 9, section 
43. 

ARTICLE 3 

FEDERAL UPDATE 

Section I. Minnesota Statutes 1987 Supplement, section 290.01, sub­
division 4, is amended to read: 

Subd. 4. [CORPORATIONS.] The term "corporation" shall include every 
entity which is a corporation under section 7701(a)(3) or is treated as a 
corporation under section 851(q) or 7704 of the Internal Revenue Code 
of 1986, as amended through December 31, -1-98(; 1987, and financial 
institutions. A corporation's franchise is its authorization to exist and con­
duct business, whether created by legislation, by executive order, by a 
governmental agency, by contract or other private action, or by some com­
bination thereof. Every corporation is deemed to have a corporate franchise. 
An entity described in section 646(b) of the Tax Reform Act of 1986, 
Public Law Number 99-514, shall be classified in the same manner for 
purposes of this chapter as it is for federal income tax purposes. 

Sec. 2. Minnesota Statutes I 987 Supplement, section 290.01, subdivi­
sion 19, is amended to read: 

Subd. 19. [NET INCOME.] The term "net income" means the federal 
taxable income, as defined in section 63 of the Internal Revenue Code of 
1986, as amended through the date named in this subdivision, incorporating 
any elections made by the taxpayer in accordance with the Internal Revenue 
Code in determining federal taxable income for federal income tax pur­
poses, and with the modifications provided in subdivisions I 9a to l 9f. 

The Internal Revenue Code of I 986, as amended through December 31, 
1986, shall be in effect for taxable years beginning after December 31, 
1986. The provisions of sections 10104, 10202, 10203, 10204, 10206, 
10212,10221,10222,10223,10226,10227,10228,10611,10631,10632, 
and 10711 of the Omnibus Budget Reconciliation Act of 1987, Public Law 
Number 100-203, shall be effective at the time they become effective for 
federal income tax purposes. 

The Internal Revenue Code of 1986, as amended through December 31, 
1987, shall be in effect for taxable years beginning after December 31, 
1987. 

Except as otherwise provided, references to the Internal Revenue Code 
in subdivisions 19a to l 9f mean the code in effect for purposes of deter­
mining net income for the applicable year. 
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Sec. 3. Minnesota Statutes 1987 Supplement, section 290.01, subdivi­
sion 20, is amended to read: 

Subd. 20. [GROSS INCOME.] l'ef 111!< yeefS hegieeieg after Deeember 
M, -l98e; The term "gross income" means the gross income as defined in 
section 61 of the Internal Revenue Code of 1986, as amended through the 
date named in subdivision 19 for the applicable taxable year, plus any 
additional items of income taxable under this chapter but not taxable under 
the Internal Revenue Code, less any items included in federal gross income 
but of a character exempt from state income tax under the laws of the 
United States. Ile, Ill!< yee,s begieeieg eefefe January I-; .j.98+, ~ as 
etfterwise pro1lide8 Hl thts ekapter, ,Hte temt ~ ineome,'' as, appl-iea 
ta eei=po,ations ieeludes &YefY MR6 ef eompeRsatioa ffif ~ 6£ persoaal 
services ef &¥efY" laRfl ff8fft &RY" pfi.¥ale 0f pttMie employme11t, effiee, 
posi.-1:ioe 0f se,1,iiees; income deri•,•ed ff0ffl the OV.'Rersltift 0f use ef pr0pe11y; 
g&fflS ef f'l'8Hffi <lerhe<I ff8ffl ~ leff<I ef <liSjl8Sili8R et, ef ~ leff<I 
ef deeHeg Ht; propei:ty; ifteeme Qerived ff0ffl the trensaetieR ef ftftY tfft6e 
0f B1:1:sieess; aft8 income deriveEl ff8ffi -aey ~ 

F8fflHt'~l3eginniegeefefeJantiaryh-1-98+-;#te~.!.!.gt=es-siReome'' 
Ht~ epplieotion ffJ iediviElaals, estates, anti ffiffHS sh&H ffte9:ft #le adj1:1ste8 
gf8SS ifteeme as 8:eHRed itt ~ IRtefR&I Re1,eRt:1e teae ef -1-%4, as ameRdeEl 
11,raugh the <lele Sjleeifie<I hereift fer !he ftjljllieable lftff&le year, wilh !he 
modifieat:ions Sl)eeified Ht Htts st:1hdi•risiee iHKI HJ: Minnesokl Stattdes -1-988, 
~ 299.91, subdivisioRs l9a fa~ J&eF estMeS &Rtl fft:lsls ~ atijt:1sted 
gf8SS iReeme faf IJUFpOses ef ~ 1neee8iRg sentenee shall he ffteif fedeml 
laHhle iReerne as <lefiBeEI ift !he IR!eFRal Re•,eeue CeE!e ef ~ as amee~e<I 
d1re11gh the aale Sj!eeifie<I hereiB fer !he ft!'l'lieable lftff&le year, wilh !he 
modiHeatioRs speeifi:ed iB ~ sa'3di'fisiaR &Rtl tR ~1iRneseta Statt:1tes W8e; 
seetiett 299.91, st:1'3dh•isioRS ~fa~ 

fit~ letoFRal R:e,•eRue teEle ef .J.9..§4., as ameRded thFough E>eeem'3eF 
~ 4-98+-;, sk-al-1 he tR: eff.eef faf ~ y-eaFS beginRing Mter E>eeemheF 
~ -1-98-1-:, ~ l)Fe•lisioRs ef seetioes 293(a), frl-4 ts~~~~ 
~ ~ ~ ~ ~ ~ ~ ~ 1111<1 ~ ef !he +Ill< Bquily 1111<1 
H-seal R:eSf!ORSil:tility Aet ef -1-982-; Ptt&lie bftw ~Jum'3eF 97 248, seetiett 
~ 1111<1 f3t ef !he Subehftj!ler s Re,·isieH Ael ef -1-982-; PubHe bftW 
~Juml:lor 9':J 3§4, ~ ~ ef ~ ba-¥,· N1:1mhoF 9':J 421, seetioRs ~ 
1111<1 W, IQ2(a), (""t; ~ W, 8-t, fl1, ~ IQ4(bH3), .j.Q§., 3Q5(<1), 
3Qe(a)(9) ef PubHe 1,aw ~!umber 97 148, secliaes JG± 1111<1 +m ef PubHe 
baw ~l11mber 97 173, 1111<1 seetiett ~ ef !he +ex Referm Ael ef W8e; 
~ l,aw ~lumller 99 511, sliaH lit, effeeli•,e al !he 511FRO IHRe Iha! !hey 
beeome effeeti1,e f0f fedeml iReeme tmt f'UFposes. -½'he PaymeRt iR KiRd 
+aK TreatmeRt Aet ef ~ Pt:teHe bftW ~lumber 98--4, sftftH he eff"eetive 
at ,the same ffffte tltat it boeomes efioetive fef fedeml ifteeme HHl f'UfPOSes. 

fH-1 ~ IRterRal ReYeRue Geee ef +%4.., ftS ameRded tRrough JaRuary 
-1.➔,. ~ sliaH ee ift effeel fer ~ yee,s begieeing Riter December 
M, ~ +he jlravisiees ef seeliaes 9G§, .J.-7% ftlld I 879(m) ef !he '.!'Ill< 
RefeffR .'\el ef W8e; PubHe 1,aw ~!umber 99 514, sliaH l,e effecli•;e III lhe 
same ffffte that t:hey heeeme dfoeti1,e fet= .feeerttl- iReeme taJl pur1rnses. 

fi-ii1 ~ lntereal Reveeue GeEle ef ~ as aH1eRdeel thro1:1gh Deeeffl'3er 
~ ~ shaH he tR: effeet fef ~ yeftFS '3egiRRiRg aftef: E>eeeml:ler 
M,, m. +Re r,rovisiees ef seetioRs -H, ++;-~ M-;, *, 4+ te 43,, ~ 
M;- ¼++IE> '.74. +I,%+,~ 9-1. ~ 94, AA IE> .J.G3, ~ IE> -His, .J-1..1. IE> 
-1-H,.)4,+fet,H+;-ln,++4-;m, 179(a), :m,~;!;!4-, 421(b), ~48+; 
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49l.§.H.m1e~£4¼<>M+-;~M-J.fah@1e~~1e&U;­
+H-fet, 712(a), 713 (b), W, fgh ftftB W, ~ W, W, fgh #t, W, (j,h 
fft, fth ""8 fwt, ~ -100+, ~ -We-!- ff> -Hle4-;- -Wee,-i-0+6, -I--O+&-;­
tlft6 2638~b~ e.f the~ ReduetieR Ae¼ ef -1-984-; PttM-ie l:£tw. ~h:tHtber 
98 369, see!i&ft-1-et Ptteliebaw ~luffiber 98 611, ""8 seeliees-l-8(H,-I-™-, 
-1--8(}.5 le ~ -1-8-H, ~ ~ le~ -1-866, -1-869 le ~ -1--8+➔,- ""8 
I 878(g) iHi<1 W et lfte +f>X RefBFffi .\el et -1-986, Pttelie baw ~IUffiber 99-
M-4, Sft&H ee effeeHve al the same time- HHK they Beeeffle effective ffif 
fedefftl. i-fteeme ffHr JHIFflOSOS. 

fi-y.j +he IRteFnel Re\ ent:te tetf.e e.f +%4, as amended tluough May~ 
~ sh&H ee Hi effeet f8f ~ yeMS lJeg:inning ~ DeeembeF J-1, 
~ +Re fJFO".•isiees ef seetiens .j.Q-1, ~ 4-00-, ~ ftftti ™ e.f PHel-ie 
baw ~luffiber 99-H-I- aflll seeliees ~ ~ -1-8(&,-, W, ~ ""8 -l-8ltl 
et lfte '.fax Refsrffi Aet et -1-986, Pttelie 1,aw Nuffiber 99 § I 4, sl!ttll Ile 
effeeti1.•e 8-f the same time~ they heeome effective faf fedefftl. i-neeme 
flHE. fJUFfl0SCS. 

M +he IRteffl:al Re•,reette tetie- e.f ~ as amefl;8e8 tftFeu.gR DeeembeF 
J-l, -l-98¼; 5ftftH ee ½ft effeet f8f ~ yeat=s Beg:inniRg ~ DeeembeF 
;H-,~ 

+he pFe~.risieRs ef seeHees +u ffi ~ ~ ~ ~ 4-Q.h-~ 4t--l- te 
4-&,~a§+, 8'i4,%H,lm;--100+;~.J-m.;w;i,-l-l#,--H-M,.J-M», 
.J4Q.I, ~ ~-l-8u;, -1-8;!+, ~ ~ ~!. 1879(0, ae<l-1-8% et 
lfte +ltl< Refsfffi Aet et -1-986, Pttelie baw ~luffiber 99 § 14 , sl!ttll Ile effee1i,,e 
aHffe Sfl:ffte time ~aHftey heeeffl:e effeeti'.•e t0f ~ i-neeme ttHE: fl Uff1eses. 

RefeFCRCCS 4e the lntefftel RC¾'CRl:IC teEle ef ~ ffl subtlivisieRS ~ 
~ ~ ""8 ;!9f flle!IR lfte eetle iB effeet fer lfte puifflsse et aefieieg g,,,ss 
i-neeme fer lfte epplieeble ~ ~ 

Sec. 4. Minnesota Statutes 1987 Supplement, section 290.095, subdi­
vision 3, is amended to read: 

Subd. 3. [CARRYOVER.] (a) A net operating loss for any taxable year 
shall be a net operating loss carryover to each of the 15 taxable years 
following the taxable year of such loss. 

(b) The entire amount of the net operating loss fot any taxable year shall 
be carried to the earliest of the taxable years to which such loss may be 
carried. The portion of such loss which shall be carried to each of the 
other taxable years shall be the excess, if any, of tl,e amount of such loss 
over the sum of the taxable net income, adjustecl by !he modifications 
specified in subdivision 4, for each of the taxable years to which such loss 
may be carried. 

( c) Where a corporation does business both within and without Min­
nesota, and apportions its income under the provisions of section 290.191, 
the net operating loss deduction shall be allowed to the extent of the appor­
tionment ratio of the loss year. 

(d)No additional net operating loss deduction is allowed in a subsequent 
taxable year for the portion of a net operating loss deduction used to offset 
Minnesota income in a year in which the taxpayer is subject to the alternative 
minimum tax in section 290.092. 

( e) The provisions of sections 381, 382, and 384 of the Internal Revenue 
Code of 1986, as amended through December 31., 1987, apply to car­
ryovers in certain corporate acquisitions and special limitations on net 
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operating loss carryovers. 

Sec. 5. Minnesota Statutes 1986, section 290. 931, subdivision I, is 
amended to read: 

Subdivision I. [REQUIREMENTS OF DECLARATION.] Every cor­
poration subject to taxation under this chapter (excluding section 290. 92) 
shall make a declaration of estimated tax for the taxable year if its tax 
liability so computed can reasonably be expected to exceed $+.iJOO $500, 
or in accordance with rules prescribed by the commissioner for an affiliated 
group of corporations electing to file one return as permitted by rules 
prescribed under section 290.37, subdivision I. 

Sec. 6. Minnesota Statutes 1986, section 290.934, subdivision I, is 
amended to read: 

Subdivision I. [ADDITION TO THE TAX.) In case of any underpayment 
of estimated tax by a corporation, ~ as t1Fo•1ided tft subdi,•ision 4; 
there shall be added to the tax for the taxable year an amount determined 
at the rate specified in section 270. 75 upon the amount of the underpayment 
( determined under subdivision 2) for the period of the underpayment ( deter­
mined under subdivision 3). 

Sec. 7. Minnesota Statutes 1987 Supplement, section 290. 934, subdi­
vision 2, is amended to read: 

Subd. 2. [AMOUNT OF UNDERPAYMENT.] For purposes of subdi­
vision I, the amount of the underpayment shall be the excess of 

(I) the 81ft8UHI ef t!H< Sft6Wft 6ft the relufft fef the t!H< ye&f 0f, if fl6 relufft 
is filed, the t!H< fef the t!H< yea, required installment, over 

(2) the amount, if any, of the installment paid on or before the last date 
prescribed for payment. 

Sec. 8. Minnesota Statutes 1986, section 290.934, subdivision 3, is 
amended to read: 

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

(I) The 15th day of the third month following the close of the taxable 
year. 

(2) With respect to any portion of the underpayment, the date on which 
such portion is paid. For purposes of this paragraph. a payment of estimated 
tax 6ft ~· iRstellfflent attte shall be eensiBeFeB n pa~ FAent e.f a-try pre,•ieus 
undeffl&)'IHOHI 0ft!y 1" the eatteftt Stteh pey1HeHI e*eeeds the 8lfteUft! ef the 
instel11HeRI deterfflined untlef suhdi•,isien 2tl-) ft,, Stteh instellHteHI date 
credited against unpaid required installments in the order in which such 
installments are required to be paid. 

Sec. 9. Minnesota Statutes 1986, section 290.934. is amended by adding 
a subdivision to read: 

Subd. 3a. [REQUIRED INSTALLMENTS.] (I) Except as otherwise pro­
vided in this subdivision, the amount of a required installment is 25 percent 
of the required annual payment. 

(2) Except as otherwise prodded in this subdivision. the term "required 
annual payment" means the lesser of: 
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(a) 90 percent of the tax shown on the return for the taxable year, or if 
no return is filed 90 percent of the tax for such year; or 

(b) JOO percent of the tax shown on the return of the corporation for 
the preceding taxable year providing such return was for a full 12-month 
period, did show a liability, and was filed by the corporation. 

( 3) Except for determining the first required installment for any taxable 
year, paragraph (2), clause (b) does not apply in the case of a large 
corporation. The term "large corporation" means a corporation or any 
predecessor corporation that had taxable net income of$/ ,000,000 or 
more for any taxable year during the testing period. The term "testing 
period" means the three taxable years immediately preceding the taxable 
year involved. A reduction allowed to a large corporation for the first 
installment that is allowed by applying paragraph (2), clause (b) must be 
recaptured by increasing the next required installment by the amount of 
the reduction. 

(4) In the case of a required installment, if the corporation establishes 
that the annualized income installment is less than the amount determined 
in paragraph (I), the amount of the required installment is the annualized 
income installment and the recapture of previous quarters' reductions allowed 
by this paragraph must be recovered by increasing subsequent required 
installments to the extent the reductions have not previously been recovered. 
A reduction shall be treated as recaptured for purposes of this paragraph 
if 90 percent of the reduction is recaptured. 

(5) The "annualized income installment" is the excess, if any, of: 

( a) an amount equal to the applicable percentage of the tax for the 
taxable year computed by placing on an annualized basis the taxable 
income: 

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

(ii) for the first two months or for the first five mo111hs of the taxable 
year, in the case of the second required installmem; 

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

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

(b) the aggregate amount of any prior required installments for the 
taxable year. 

( c) For the purpose of this paragraph, the annualized income shall be 
computed by placing on an annualized basis the taxable income for the 
year up to the end of the month preceding the due date for the quarterly 
payment multiplied by 12 and dividing the resulting amount by the number 
of months in the taxable year (2, 5, 6, 8, 9, or I I as the case may be) 
referred to in clause (a). 

(d/ The "applicable percentage" used in clause (a) is: 

In the case of the following The applicable 
required installments: percentage is: 

/st 22.5 
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(6)/a) If this paragraph applies, the amount determined for any install• 
ment must be determined in the following manner: 

(i) take the taxable income for all months during the taxable year pre­
ceding the filing month; 

(ii) divide that amount by the base period percentage for all months 
during the taxable year preceding the filing month; 

(iii) determine the tax on the amount determined under item /ii); and 

(iv) multiply the tax computed under item (iii) by the base period per­
centage for the filing month and all months during the taxable year pre­
ceding the filing month. 

(b) For purposes of this paragraph: 

(i) the "base period percentage" for any period of months is the average 
percent which the taxable income for the corresponding months in each of 
the three preceding taxable years bears to the taxable income for the three 
preceding taxable years; 

(ii) the term "filing month" means the month in which the installment 
is required to be paid; 

(iii) this paragraph shall only apply if the base period percentage for 
any six consecutive months of the taxable year equals or exceeds 70 per­
cent; and 

(iv) the commissioner may provide by rule for the determination of the 
base period percentage in the case of reorganizations, new corporations. 
and other similar circumstances. 

(c) In the case of a required installment, determined under this para­
graph, if the corporation determines that the installment is less than the 
amount determined in paragraph I I), the amount of the required installment 
is the amount determined under this paragraph and the recapture of pre­
vious quarters' reductions allowed by this paragraph must be recovered 
by increasing subsequent required insta,llments to the extent the reductions 
have not previously been recovered. A reduction shall be treated as recap­
tured for purposes of this paragraph if 90 percent of the reduction is 
recaptured. 

Sec. 10. Minnesota Statutes 1987 Supplement. section 290A.03, sub­
division 15, is amended to read: 

Subd. 15. [INTERNAL REVENUE CODE.) "Internal Revenue Code" 
means the Internal Revenue Code of 1986. as amended through December 
31, +98e I987. 

Sec. 11. [REPEALER.] 

Minnesota Statutes I986, sections 290.07, subdivisions 3 and 6: 290. I I: 
290./2, as amended by Laws /987, chapter 268, article I. section 64; 
290./3/, as amended by Laws /987, chapter 268, article I. section 65; 
290.132, as amended by Laws 1987, chapter 268, article 1. section 66; 
290.133, as amended by Laws 1987, chapter 268, article I, section 67; 
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290.134. as amended by Laws 1987. chapter 268, article/, section 68; 
290.135, as amended by Laws 1987, chapter 268, article J. section 69; 
290.136, as amended by Laws 1987, chapter 268, article J, section 70; 
290.138, as amended by Laws 1987, chapter 268, article/, section 71; 
and 290.934, subdivision 4; and Minnesota Statutes 1987 Supplement, 
section 290.14, is repealed. 

Sec. 12. [INSTRUCTION TO REVJSOR.] 

In the next edition of Minnesota Statutes, the revisor of statutes shall 
substitute the phrase "Internal Revenue Code of 1986, as amended through 
December 31, 1987" for the phrase "lnternal Revenue Code of 1986, as 
amended through December 31, 1986" whenever that phrase occurs in 
chapter 290, except section 290.01. subdivision 19, and chapter 291. 

Sec. 13. [EFFECTIVE DATES.] 

Section 4 is effective for taxable years beginning after December 31, 
1986. The repeal in section 11 of Minnesota Statutes 1986, section 290.07, 
subdivisions 3 and 6, are effective for taxable years beginning after Decem­
ber 31, 1986. The remainder of section 1 J is effective for taxable years 
beginning after December 31, 1987. Except as provided in section 2, all 
other sections of this article are effective for taxable years beginning after 
December 3 J, 1987. 

ARTICLE 4 

PROPERTY TAX REFUND 

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

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

(a) the greater of federal adjusted gross income as defined in the Internal 
Revenue Code or zero; and 

(b) the sum of the following amounts to the extent not included in clause 
(a): 

(i) all nontaxable income; 

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

(iii) an amount equal to the total of any discharge of qualified farm 
indebtedness of a solvent individual excluded from gross income under 
section I 08(g) of the Internal Revenue Code; 

(iv) cash public assistance and relief; 

(v) any pension or annuity (including railroad retirement benefits, all 
payments received under the federal Social Security Act, supplemental 
security income, and veterans benefits), which was not exclusively funded 
by the claimant or spouse, or which was funded exclusively by the claimant 
or spouse and which funding payments were excluded from federal adjusted 
gross income in the years when the payments were made; 

(vi) interest received from the federal or a state government or any 
instrumentality or political subdivision thereof; · 
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(vii) workers' compensation; 

(viii) nontaxable strike benefits; 
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(ix) the gross amounts of payments received in the nature of disability 
income or sick pay as a result of accident. sickness, or other disability, 
whether funded thr~ugh insurance or otherwise; 

(x) Ille ardi11ar)' ineeffte jffifti&R ef a lump sum distribution under section 
402(e)(3J of the Internal Revenue Code; 8ftd 

(xi) contributions made by the claimant to an individual retirement account, 
including a qualified voluntary employee contribution; simplified employee 
pension plan; self-employed retirement plan; cash or deferred arrangement 
plan under section 40l(k) of the Internal Revenue Code; or deferred com­
pensation plan under section 457 of the Internal Revenue Code; and 

(xii) nontaxable scholarship or fellowship grants. 

In the case of an individual who files an income tax return on a fiscal 
year basis, the term "federal adjusted gross income" shall mean federal 
adjusted gross income reflected in the fiscal year ending in the calendar 
year. Federal adjusted gross income shall not be reduced by the amount of 
a net operating loss carryback. 

(2) "Income" does not include 

(a) amounts excluded pursuant to the Internal Revenue Code, sections 
lOl(a), 102, +I+; and 121; 

(b) amounts of any pension or annuity which was exclusively funded by 
the claimant or spouse and which funding payments were not excluded 
from federal adjusted gross income in the years when the payments were 
made; 

( c) surplus food orother relief in kind supplied by a governmental agency; 

( d) relief granted under this chapter; or 

(e) child support payments received under a temporary or final decree 
of dissolution or legal separation. 

(3) The sum of the following amounts shall be subtracted from income: 

(a) for the claimant's first dependent, the exemption amount multiplied 
by 1.4; 

(b)for the claimant's second dependent. the exemption amount multiplied 
by I .3; 

(c)for the claimant's third dependem, the exemption amount multiplied 
by 1.2: 

(d)for the claimant's fourth dependent, the exemption amount multiplied 
by I.I: 

(e)for the claimant's fifth dependent, the exemption amount; and 

(/) if the claimant or claimant's spouse H'as disabled or attained the age 
of 65 prior to June 1 of the year for which the taxes were fei,ied or rem 
paid, the exemption amount. 

For purposes of this subdivision, the "exemption amount" means the 
exemption amount under section 15/(d) of the lntenial Rei·enue Code of 
1986, as amended through December 3 I. 1987, for the taxable _\'ear for 
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which the income is reported. 

Sec. 2. Minnesota Statutes I 986, section 290A.03, subdivision 7, is 
amended to read: 

Subd. 7. [DEPENDENT.] "Dependent" means any person who is <H><lef 
-HI Y"8fS ef age at Ille eH<! ef Ille ealendar yea, whe reeei•,•es mere than W 
~ e.f 5HfJfJ8ft tffiffl the elaimaet. 6f Wft8 is Between I-& ftfttl U ye-MS 
ef age and is a full time sttt<leftt w!,e reeei•,.es mere than W ~ ef 
suppert ffeftl Ille elaimant considered a dependent under sections 151 and 
152 of the internal Revenue Code of 1986, as amended through December 
31, 1987. In the case of a son, stepson, daughter, or stepdaughter of the 
claimant, amounts received as an aid to families with dependent children 
grant or allowance to or on behalf of the child must not be taken into 
account in determining whether the child received more than half of the 
child's support from the claimant. "Dependent" includes a parent of the 
claimant or spouse who lives in the claimant's homestead. "E>epenEleAt" 
ineludes a re,sene¥ef#lyellfSef agewhelf¥e,;iftthc elaimant's hemestead 
and whe reeei•,es mere than W pereent ef suppert ffeftl Ille elaimanl. 

Sec. 3. Minnesota Statutes 1987 Supplement, section 290A.03, subdi­
vision I 3, is amended to read: 

Subd. 13. [PROPERTY TAXES PAYABLE.] "Properly taxes payable" 
means the property tax ex.elusive of special assessments, penalties, and 
interest payable on a claimant's homestead before reductions made under 
section 273 .13 but after deductions made fH:IFSUBAt le under sections 273.132, 
273.135, 273.1391, 273.42, subdivision 2, and any other stale paid prop­
erty tax credits in any calendar year. In the case of a claimant who makes 
ground lease payments, "property laxes payable" includes the amount of 
the payments directly attributable lo the property taxes assessed against 
the parcel on which the house is located. No apportionment or reduction 
of the "properly taxes payable" shall be required for the use of a portion 
of the cJaimant's homestead for a business purpose if the claimant does not 
deduct any business depreciation expenses for the use of a portion of the 
homestead in the determination of federal adjusted gross income. For home­
steads which are manufactured homes as defined in section 274.19, sub­
division 8, "property taxes payable" shall also include the amount of the 
gross rent paid in the preceding year for the site on which the homestead 
is located, which is attributable to the net tax paid on the site. The amount 
attributable to property taxes shall be determined by multiplying the net 
tax on the parcel by a fraction, the numerator of which is the gross rent 
paid for the calendar year for the site and the denominator of which is the 
gross rent paid for the calendar year for the parcel. When a homestead is 
owned by two or more persons as joint tenants or tenants in common, such 
tenants shall determine between them which tenant may claim the property 
taxes payable on the homestead. If they are unable to agree, the matter 
shall be referred to the commissioner of revenue whose decision shall be 
final. Property taxes are considered payable in the year prescribed by law 
for payment of the laxes. 

In the case of a claim relating to "property taxes payable," the claimant 
must have owned and occupied the homestead on January 2 of the year in 
which the tax is payable and (i) the property must have been classified as 
homestead property pursuant lo section 273. 13, subdivision 22 or 23 on 
or before June I of the year in which the "property taxes payable" were 
levied; or (ii) the claimant must provide documentation from the local 
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assessor that application for homestead classification has been made prior 
to October I of the year in which the "property taxes payable" were payable 
and that the assessor has approved the application. 

Sec. 4. Minnesota Statutes 1987 Supplement, section 290A.03, subdi­
vision 14. is amended to read: 

Subd. 14. [NET TAX.] "Net tax" means 

(a) the property tax, exclusive of special assessments, interest, and pen­
alties, and after reduction for any state paid property tax credits as required 
in subdivision 13 except for the reduction under section 273.13, subdi­
visions 22 and 23, or 

(b) the payments made in lieu of ad valorem taxes, including payments 
of special assessments imposed in lieu of ad valorem taxes, 

for the calendar year in which the rent was paid. If a portion of the 
property is occupied as a homestead or is used for other than rental pur­
poses, the net tax shall be the amount of tax reduced by the percentage 
that the nonrental use comprises of the total square footage of the building. 
If a portion of the property is used for purposes other than for residential 
rental and none of the property is occupied as a homestead. the net tax 
shall be the amount of the tax of the parcel multiplied by a fraction, the 
numerator of which is the assessed value of the residential rental portion 
and the denominator of which is the total assessed value of the parcel. If 
a portion of the property is used for other than rental residential purposes, 
the county treasurer shall list on the property tax statement the amount of 
net tax pertaining to the rental residential portion of the property. 

The amount of the net tax shall not be reduced by an abatement or a 
court ordered reduction in the property tax on the property made after the 
certificate of rent constituting property tax has been provided to the renter. 

Sec. 5. Minnesota Statutes 1987 Supplement, section 290A.04, subdi­
vision 2, is amended to read: 

Subd. 2. A claimant wh6 is disa~led e, has allaiRed !l>e age af ~ by 
S,,..., + af ffle yeftf iR whielt a refttft<I is pa)'a~le 0f wk&;"" ffle fe<lefal...,. 
fetttfft fHea fat= tfte pt=ief y-et:tF; eleiRleEI a 13ers0nol e1tempti0n fut= a depeFulent 
pHFSHftRI 16 seeti6ft ~ af ffle IRIOFRftl ReYeRHe C-e<le. aR<I whose property 
taxes payable or rent constituting property laxes are in excess of the per­
centage of the household income stated below shall pay an amount equal 
to the percent of income shown for the appropriate household income level 
along with the percent to be paid by the claimant of the remaining amount 
of property taxes payable or rent constituting property taxes. The state 
refund will be equal to the amount of property taxes payable or rent con­
stituting property taxes that remain. up to the state refund amount shown 
below. 

Percent Percent Maximum 
Household Income of Income Paid by State 

Claimant Refund 

$0 to 999 1.0 percent IO percent $1.100 
1,000 to 1,999 -1-,{) I./ percent -W I I percent $1.IO0 
2,000 to 2,999 -1-,{) I .2 percent -W 12 percent $ I. IO0 
3,000 to 3,499 M I .3 percent ++ I 3 percent $1.100 
3,500 to 3,999 M I .3 percent ++ I 3 percent $1.100 
4,000 to 4,499 M I .4 percent ++ I 4 percent $1.100 
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4,500 to 4,999 
5,000 to 5,999 
6,000 to 6,999 
7,000 to 7,999 
8,000 to 8,999 
9,000 to 9,999 

10,000 to 10,999 
11,000 to 11,999 
12,000 to 12,999 
13,000 to 13,999 
14,000 to 14,999 
15,000 to 15,999 
16,000 to 16,999 
17,000 to 17,999 
18,000 to 18,999 
19,000 to 19,999 
20,000 to 20,999 
21,000 to 21,999 
22,000 to 22,999 
23,000 to 23,999 
24,000 to 24,999 
25,000 to 25,999 
26,000 to 26,999 
27,000 to 27,999 
28,000 to 28,999 
29,000 to 29,999 
30,000 to 30,999 
31,000 to 31,999 
32,000 to 32,999 
33,000 to 33,999 
34,000 to 34,999 
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-1--c-O 1.4 percent 
-1--c-O 1.5 percent 
H J .5 percent 
H J .6 percent 
+,;! 1 .6 percent 
+,;! I. 7 percent 
-14 1. 7 percent 
-1-A 1.8 percent 
M 1 .8 percent 
M 1.9 percent 
H 2 .0 percent 
+c{; 2.1 percent 
-I-,-+ 2 .2 percent 
H 2 .3 percent 
-h9 2 .4 percent 
;!-,{) 2 .6 percent 
M 2 .8 percent 
~ 3 .0 percent 
~ 3 .2 percent 
~ 3 .3 percent 
H 3 .4 percent 
H 3 .5 percent 
H 3.6 percent 
b4 3.7 percent 
¾.-4 3 .8 percent 
¾.-4 3 .9 percent 
¾.-4 4 .0 percent 
M 4.0 percent 
M 4.0 percent 
M 4.0 percent 
M 4.0 percent 

H 14 percent 
H 15 percent 
H 16 percent 
H 17 percent 
H 18 percent 
H 19 percent 
-1-4 20 percent 
-1-4 22 percent 
-1-4 24 percent 
-14 26 percent 
¾ 28 percent 
-1-+ 30 percent 
-1-1\ 32 percent 
-1-9 34 percent 
±\l 36 percent 
;!;! 38 percent 
J4 40 percent 
;!6 42 percent 
~ 44 percent 
W 46 percent 
~ 48 percent 
# 50 percent 
¼ 52 percent 
~ 54 percent 
4G 56 percent 
4-;! 58 percent 
44 60 percent 
4e 60 percent 
48 60 percent 
W 60 percent 
W 60 percent 
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$1,100 
$1,100 
$1,100 
$1,100 
$1,100 
$1,100 
$ I ,075 
$1,075 
$1,075 
$1,075 
$1,075 
$1,075 
$1,075 
$1,050 
$1,050 
$1,050 
$1,050 
$1,050 
$1,050 
$1,025 
$1,025 
$1,025 
$1,025 
$1,000 
$ 900 
$ 800 
$ 700 
$ 600 
$ 500 
$ 300 
$ 100 

The payment made to a claimant shall be the amount of the state refund 
calculated pursuant to this subdivision. For taxes payable in 1989, the 
amount of the refund must be reduced by the homestead credit. No payment 
is allowed if the claimant's household income is $35,000 or more. 

Sec. 6. Minnesota Statutes I 987 Supplement, section 290A.04, subdi­
vision 2b, is amended to read: 

Subd. 2b. The commissioner may reconstruct the tables in sH:~Elh isiens 
subdivision 2 aoo ~ for homeowners to reflect the elimination of the 
homestead credit beginning for claims based on taxes payable in -1-9&9 J 990. 

Sec. 7. Minnesota Statutes 1986, section 290A.04, is amended by adding 
a subdivision to read: 

Subd. 2h. If the net property taxes payable in 1989 on a homestead 
increase more than ten percent over the net property taxes payable in 1988 
on the same property, and the amount of that increase is $40 or more, a 
claimant who is a homeowner shall be allowed an additional refund equal 
to 75 percent of the amount by which the increase exceeds ten percent. 
This subdivision shall not apply to any increase in the net property taxes 
payable attributable to improvements made to the homestead. 

A refund under this subdivision shall not exceed $250. 

For purposes of this subdivision, "net property taxes payable" means 
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property taxes payable after reductions made pursuant to sections 273. I 3. 
subdivisions 22 and 23; 273.132; 273./35; 273.1391; and 273.42, sub­
division 2, and any other state paid property tax credits and after the 
deduction of tax refund amounts for which the claimant qualifies pursuant 
to subdivision 2. 

In addition to the other proofs required by this chapter. each claimant 
under this subdivision shall file with the property tax refund return a copy 
of the property tax statement for taxes payable in the preceding year or 
other documents required by the commissioner. 

Sec. 8. Minnesota Statutes 1987 Supplement, section 290A.06. is amended 
to read: 

290A.06 [FILING TIME LIMIT, LATE FILING; INCOME TAX 
RETURN.] 

Any claim for a refund based on property taxes payable shall be filed 
with the department of revenue on or before August I 5 of the year in which 
the property taxes are due and payable. A ""l'Y ef the eloimaRl's feeefal 
ifloome - feffH'II fef the l$able year p,eeeaiRg H,e :Y"'lf iB whieh the 
pFspeFI) -..S are payolale ffiltSt I,., hl...i with the elaifFt if the eloimaRI 
hl...i a feeefal ifloome - feffH'II fef that Y""'7 

Any claim for rent constituting properly taxes shall be filed with the 
department of revenue on or before August 15 of lhe year following lhe 
year in which the rent was paid. A copy of the claimant's federal income 
tax return for the taxable year in which the rent was paid must be filed 
with the claim if the claimant filed a federal income tax return for lhat 
year. 

The commissioner may extend the lime for filing these claims for a period 
not to exceed six months in the case of sickness. absence. or other disability, 
or when in the commissioner's judgment other good cause exists. 

A claim filed after the original or extended due dale shall be allowed. 
but the amount of credit shall be reduced by five percent of the amount 
otherwise allowable, plus an additional five percent for each month of 
delinquency, not exceeding a total reduction of 25 percent which may be 
canceled or reduced by the commissioner in the case of sickness. absence. 
or other disability. or when in the commissioner's judgment other good 
cause exists. In any event no claim shall be allowed if the initial claim is 
filed one year after the original due date for filing the claim. 

The time limit on redetermination of claims for refund and examination 
of records shall be governed by sections 290.49. 290.50. and 290.56 and 
for purposes of computing the time limit as provided in these sections the 
due dale of the property tax refund return shall be the same as the due 
date contained in section 290.42 for an income·tax return covering the year 
in which the rent was paid or the year preceding the year in which the 
property laxes are payable. 

Sec. 9. [290A.24] [FINANCIAL REPORTING.] 

For financial reporting and accoullling purposes and for purposes of 
the state budget, the refunds paid under this chapter must be recogni:ed 
and accounted for as an adjustment in the total amount of withholding tax 
paid under section 290.92 and declarations of estimated tax under section 
290.93. 
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Sec. 10. [TRANSITION RULE.] 

For purposes of claims based on rent paid in 1987 and property taxes 
payable in 1988, a claimant who has a dependent under the revised def­
inition in section 2 shall be treated as having claimed a personal exemption 
for a dependent under federal law in order to qualify for a refund under 
Minnesota Statutes 1987 Supplement, section 290A.04, subdivision 2. 

Sec. 11. Laws 1987, chapter 268, article 3, section 12, is amended to 
read: 

Sec. 12. [LIMITATIONS ON PROPERTY TAX REFUNDS.] 

fat For claims filed based on rent paid in 1986 and property taxes payable 
in 1987, the commissioner shall pay &1- JOO percent of the payments allow­
able under section 290A.04, subdivisions l and 2. -+he eemFA:issieHeF sh-alt 
tft€-H:t6e wttfl ea-eh FeEl1:1eeB Fefl:tfte a statemeHt Htitt the reEluerion i-s reEJ:uired 
l,y t1ti,, section. 

fl>-) Minnesota Statutes 1-98#, seetit>H 290A.23 ,lees ft6l ll!'f'ly to elaiffls 
1,ase,i&n p,opeFt) fa>ces payable m~aft<!FefttJ>"i<lift-l-98-+HtltieFseetit>H 
290A.04, subtliYiSiORS ~ aft<! 2-c $12a ,000,000 ts appF9pFiatetl to the WRt­

missione, <>f FeYenue fef fi;;eft! yeM +989 to pay the €ffttH¥.r. +he commis 
5ieftef 5"aH estimate the amount <>f payments allowable HfltieF seeti&n 
290A.04, subtliYisions I-aft<! 2,l,y-Atigttst~+98&,.lf the estimate e"ceetls 
the$ I 2a ,000,000 limitation, the ee1Hmissione, sltall p,opoFtionally r-et!uee 
the ,efuntls J>"i<l s;, that the ••~antis l""i<l "'l'ff'l $12a,OOQ,QOO. All Fefttoos 
fef elaiffls l,ase,i en p,ope,t) liH<e,; payable m ~ aft<! FeHt J>"i<I iD -1-98-+ 
fflttS-f- Be redueeEI e-y tfte 5iHfte pereCFHage. # reBueeEI, the eeffimissiener 
-s-ha-J-1. -i-fte.ktae wtffi eaeh re+Hfttl- a stalement lftitt the reduetieR ts required 
l,y t1ti,, section. 

Sec. 12. [PAYMENT.] 

By June 15, 1988, the commissioner of revenue shall pay claimants for 
claims paid before the date of final enactment based on rent paid in 1986 
and property taxes payable in 1987 the difference between the payments 
allowable under Minnesota Statutes, section 290A.04, subdivisions I and 
2, and the amounts paid under Laws 1987, chapter 268, article 3, section 
12, paragraph (a). The amounts paid shall be reduced for claims filed 
after the original or extended due date as provided in Minnesota Statutes, 
section 290A.06. Interest shall not be paid on payments made by June 15, 
1988. Thereafter, interest shall be added at the rate specified in Minnesota 
Statutes, section 270.76, from June 15, 1988, until the claim is paid. 

The commissioner of revenue shaJI include with each payment a statement 
explaining that the payment is the balance of the claim filed based on rent 
paid in 1986 or property taxes payable in 1987 and that the payment is 
required by this act. The statement must read substantially as follows: 

"Here is the rest of your /986 property tax refund. 

As you recall. a state law reduced all /986 property tax refund checks 
by 33 percent. 

The amount of this check, together with the amount of the property tax 
refund check you received last fall, should equal the amount of the refund 
you listed on your 1986 property tax refund application." 

Sec 13. [REPEALER.] 
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Minnesota Statutes 1987 Supplement, section 290A.04, subdi,•ision 2a, 
is repealed. 

Sec. 14. [APPROPRIATION.] 

The amount necessary to pay the refunds required in section 12 is appro­
priated for fiscal year 1988 from the general fund to the commissioner of 
revenue. 

Sec. 15. [EFFECTIVE DATES.] 

Sections 1 to 5 and 13 are effective for claims based on rent paid in 
1988 and subsequent years and claims based on propert_,. taxes payable 
in 1989 and subsequent years. Section 6 is effective for claims based on 
property taxes paid in 1990. Section 7 is effectfre for propert\' taxes 
payable in 1989. Section 8 is effective for claims based on rent paid in 
1987 and subsequent years and claims based on property taxes parable 
in 1988 and subsequent years. Sections JO, II, 12. and 14 are effective 
the day following final enactment. 

ARTICLE 5 

PROPERTY TAX REFORM 

Section I. Minnesota Statutes 1987 Supplement. section 124.155. sub­
division 2, is amended to read: 

Subd. 2. [ADJUSTMENT TO AIDS. J The amount specified in subdi­
vision I shall be used to adjust the following state aids and credits in the 
order listed: 

(a) foundation aid as defined in section 124A.01: 

(bl secondary vocational aid authorized in section 124.573: 

(c) special education aid authorized in section 124.32: 

(d) secondary vocational aid for handicapped children authorized in sec­
tion 124.574: 

(e) gifted and talented aid authorized in section 124.247: 

(f) aid for pupils of limited English proficiency authorized in section 
124.273; 

(g) aid for chemical use programs authorized in section 124.246: 

(h) interdistrict cooperation aid authorized in section 124.272: 

(i) summer program aid authorized in section I 24A.033: 

(j) transportation aid authorized in section 124.225: 

(k) community education programs aid authorized in section 124.27 I: 

(I) adult education aid authorized in section 124.26: 

(m) early childhood family education aid authorized in section 124.2711: 

(n) capital expenditure equalization aid authorized in section 124.245: 

(o) homestead ·credit repleeelfleRt tttti etHharileB tft Seet+9ft 273.1394 
under section 273. 13 for taxes payable in 1989 and under section 273. 1398 
for taxes payable in 1990 and thereafter: 

(p) agricultural credit Feftleeement aitl aathafti!eEI Ht under section 273 .139§ 
273.132 for taxes pamble in 1989 and under section 273./398 for taxes 
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payable in 1990 and thereafter; 

(q) transition aid and disparity reduction aid authorized in section 
273.1398; 

f<ff ( r) attached machinery aid authorized in section 273. I 38, subdivision 
3; and 

f<t ( s/ teacher retirement and F.I.C.A. aid authorized in sections 124.2162 
and 124.2163. 

The commissioner of education shall schedule the timing of the adjust­
ments to state aids and credits specified in subdivision I, as close to the 
end of the fiscal year as possible. 

Sec. 2. Minnesota Statutes 1987 Supplement, section 124.2131, sub­
division 3, is amended to read: 

Subd. 3. [DECREASE IN IRON ORE ASSESSED VALUE.] If in any 
year the assesses '.lllttle gross tax capacity of iron ore property, as defined 
in section 273. 13, subdivision 31 in any district is less than the assesses 
¥akte gross tax capacity of such property in the preceding year, the com­
missioner of revenue shall redetermine for all purposes the adjusted assesses 
¥akte gross tax capacity of the pre.ceding year taking into account only the 
decrease in assesses ¥1111,e gross tax capacity of iron ore property as defined 
in section 273 .13, subdivision 31. If subdivision 2, clause (a), is applicable 
to the district, the decrease in iron ore property shall be applied to the 
adjusted assessed value as limited therein. In all other respects, the pro­
visions of clause (I) shall apply. 

Sec. 3. Minnesota Statutes 1987 Supplement, section 124.2139, is amended 
to read: 

124.2139 [REDUCTION OF HOME8Tet\D CREDIT PAYMENTS TO 
SCHOOL DISTRICTS.] 

The commissioner of revenue shall reduce the homestead credit Fep!aee 
fflOftt ai<i payments under section 273.13 for fiscal year 1990, the sum of 
the homestead credit, and transition aid and disparity reduction aid pay­
ments under section 273.1398fot fiscal years 1991 and thereafter made 
to school districts pHFSHant to seeffeft 273. 1391 by the product of: 

(I) the district's fiscal year I 984 payroll for coordinated plan members 
of the public employees retirement association, times 

(2) the difference between the employer contribution rate in effect prior 
to July I, I 984, and the total employer contribution rate in effect after 
June 30, I 984. 

Sec. 4. Minnesota Statutes 1987 Supplement, section 124A.02, subdi­
vision 3a, is amended to read: 

Subd. 3a. [ADJUSTED ASSESSED VALUATION.] "Adjusted assessed 
valuation" means the assessed valuation of the taxable property netwith 
stansing the p,evisiens sf see#eB ™-49 of the school district as adjusted 
by the commissioner of revenue under section 124.2131. The adjusted 
assessed valuation for any given calendar year shall be used to compute 
levy limitations for levies certified in the succeeding calendar year and aid 
for the school year beginning in the second succeeding calendar year. 

Sec. 5. Minnesota Statutes 1987 Supplement, section 124A.02, subdi­
vision 11, is amended to read: 
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Subd. I 1. [MINIMUM AID.] A qualifying district's minimum aid for 
each school year shall equal its minimum guarantee for that school year, 
minus the sum of: 

(I) the amount of the district's homestead credit ••rlaeemeRt aid J'ftffi 
under section 273.!39~ ftftd its 273.13, for taxes payable in 1989 and 
under section 273 .1398 for taxes payable in 1990 and thereafter, agricul­
tural credit ••rlaeemeHt aid under section 273 .1395 273 .132, for taxes 
payable in 1989 and under section 273.1398 for taxes payable in 1990 
and thereafter, and transition aid and disparity reduction aid paid under 
section 273 .1398 for that school year,aftern1ty resiti"•-base aajustmeRt 
1"'t J>H"f I<> "l½Y Hegati,,e !<>a<~"" aajustmeHt tm<leF seetieft 273. l 390; 

(2) the amount by which property taxes of the district for use in that 
school year are reduced by the attached machinery provisions in section 
273. 138, subdivision 6; 

(3) the amount by which property taxes of the district for use in that 
school year are reduced by the state reimbursed disaster or emergency 
reassessment provisions in section 273 .123; and 

( 4) the amount by which property taxes of the district for use in that 
school year are reduced by the metropolitan agricultural pres_erve provisions 
in section 473H.10. 

Sec. 6. Minnesota Statutes 1987 Supplement, section 272.115, subdi­
vision 4, is amended to read: 

Subd. 4. No real estate sold on or after January 1, 1978, for which a 
certificate of value is required pursuant to subdivision l shall reeei-Ye the 
hemesteee:1 Yflttte e11:emptien am01:1nt tlf the ag£ie1:1lturnl e~Eemptien ameunt 
SBffijlUtee ift seetttm 275.98 l; e, tile taeeHile hemesteae eFeeit jlf0\'ieee ift 
seetieHs 273.131 to 273.!3~ be classified as a homestead, unless acer­
tificate of value has been filed with the county auditor in accordance with 
this section. 

This subdivision shall apply to any real estate taxes that are payable the 
year or years following the sale of the property. 

Sec. 7. Minnesota Statutes 1987 Supplement, section 273.1 l02, is amended 
by adding a subdivision to read: 

Subd. 3. [ 1988 ADJUSTMENT.] For school districts levy limitations or 
authorities expressed in terms of mills and adjusted assessed value, their 
levy limitations shall be converted by the department of education to 
"equalized tax capacity rates." For purposes of this calculation, the 1987 
adjusted assessed values of the district shall be converted to "adjusted 
gross tax capacities" by multiplying the equalized market values by class 
of property by the gross tax capacity rates provided in section 273.13. 
Each county assessor and the city assessors of Minneapolis, Duluth, and 
St. Cloud shall furnish the commissioner of revenue the 1987 market value 
for taxes payable in 1988 for any new classes of property established in 
this article. The commissioner shall use ·those values, and estimate values 
where needed, in developing the 1987 tax capacity for each school district 
under this section. The requirements of section 124.2131, subdivision 1, 
paragraph (c), and subdivisions 2 and 3, shall remain.in effect. 

Sec. 8. Minnesota Statutes 1987 Supplement, section 273.123, subdi­
vision 4, is amended to read: 
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Subd. 4. [STATE REIMBURSEMENT.] The county auditor shall cal­
culate the tax on the property described in subdivision 2 based on the 
assessment made on January 2 of the year in which the disaster or emer­
gency occurred. The difference between the tax determined on the January 
2 assessed value and the tax actually payable based on the reassessed value 
determined under subdivision 2 shall be reimbursed to each taxing juris­
diction in which the damaged property is located. The amount shall be 
certified by the county auditor and reported to the commissioner of revenue. 
The commissioner shall make the payments to the taxing jurisdictions 
containing the property at the time distributions are made pursuant to 
section 273 .1391 273 .13 for taxes payable in 1989, and pursuantto section 
273 .1398 for taxes payable in 1990 and thereafter, in the same proportion 
that the ad valorem tax is distributed. 

Sec. 9. Minnesota Statutes 1987 Supplement, section 273 .123, subdi­
vision 5, is amended to read: 

Subd. 5. [COMPUTATION OF CREDITS.] The amounts of any credits 
or tax relief which reduce the gross tax shall be computed upon the reas­
sessed value determined under subdivision 2. Payment shall be made pur­
suant to section 273. I 391 27 3 .13 for taxes payable in 1989, and pursuant 
to section 273. 1398 for taxes payable in 1990 and thereafter. For purposes 
of the property tax refund, property taxes payable, as defined in section 
290A.03, subdivision 13, and net property taxes payable, as defined in 
section 290A.04, subdivision 2d, shall be computed upon the reassessed 
value determined under subdivision 2. 

Sec. 10. Minnesota Statutes 1987 Supplement, section 273.124. sub­
division 8, is amended to read: 

Subd. 8. [HOMESTEAD OWNED BY FAMILY FARM CORPORATION 
OR PARTNERSHIP.] (a) Each family farm corporation and each partnership 
operating a family farm is entitled to class 1 b under section 27 3. 13, sub­
division 22, paragraph (b), or class 2a assessment for one homestead 
occupied by a shareholder or partner thereof who is residing on the land 
and actively engaged in farming of the land owned by the corporation or 
partnership. Homestead treatment applies even if legal title to the property 
is in the name of the corporation or partnership and not in the name of the 
person residing on it. "Family farm corporation" and "family farm" have 
the meanings given in section 500.24. 

(b) In addition to property specified in paragraph (a). any other residences 
owned by corporations or partnerships described in paragraph (a) which 
are located on agricultural land and occupied as homesteads by shareholders 
or partners who are actively engaged in farming on behalf of the corporation 
or partnership must also be assessed as class 2a property or as class 1 b 
property under section 273.13, subdivision 22, paragraph (b). but the 
property eligible is limited to the residence itself and as much of the land 
surrounding the homestead, not exceeding one acre. as is reasonably nec­
essary for the use of the dwelling as a home, and does not include any 
other structures that may be located on it. 

Sec. 11. Minnesota Statutes I 987 Supplement. section 273.124. sub­
division 11, is amended to read: 

Subd. 11. [LIMITATION ON HOMESTEAD CLASSIFICATION.] lf the 
assessor has classified a property as both homestead and nonhomestead. 
the greater of the value attributable to the portion of the property classified 
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as class 1 or class 2a or the value of the first tier of assessment gross tax 
capacity percentages provided under section 273. 13, subdivision 22, or 
23, paragraph (a) is entitled to assessment as a homestead under section 
273 .13, subdivision 22 or 23, aoo the l!emesleaa ellempliaa ""'1ef see!ioo 
27a .081, sHeai,·isiea i. The limitation in this subdivision does not apply 
to buildings containing fewer than four residential units or to a single rented 
or leased dwelling unit located within or attached to a private garage or 
similar structure owned by the owner of a homestead and located on the 
premises of that homestead. 

If the assessor has classified a property as both homestead and non­
homestead, the homestead credit provided in section 273.13, subdivisions 
22 and 23 and the reductions in tax provided under sections 273.135 and 
273.1391 apply to the value of both the homestead and the nonhomestead 
portions of the property. 

Sec. 12. Minnesota Statutes 1987 Supplement, section 273.124, sub­
division 13, is amended to read: 

Subd. 13. [SOCIAL SECURITY NUMBER REQUIRED FOR HOME­
STEAD APPLICATION.] Beginning withtl!e laaHary 2-;-1-98-7, assessmenl, 
Every property owner applying for homestead classification must furnish 
to the county assessor that owner's social security or taxpayer identification 
number. If the social security or taxpayer identification number is not 
provided, the county assessor shall classify the property as nonhomestead. 
The social security numbers of the property owners are private data on 
individuals as defined by section 13.02, subdivision 12, but, notwithstand­
ing that section, the private data may be disclosed to the commissioner of 
revenue. 

At the request of the commissioner, each county must give the com­
missioner a fi.st.i.ftg-list that includes the name and social security or taxpayer 
identification number of each property owner applying for homestead 
classification. 

If, in comparing the lists supplied by the counties, the commissioner 
finds that a property owner is claiming more than one homestead, the 
commissioner shall notify the appropriate counties. Within 90 days of the 
notification, the county assessor shall investigate to determine if the home­
stead classification was properly claimed. If the property owner does not 
qualify, the county assessor shall notify the county auditor who will deter­
mine the amount of homestead benefits that had been improperly allowed. 
For the purpose of this section, "homestead benefits" means the tax reduc­
tion resulting from the homestead eJrnm1:1tien amount f"Fovided l:tft0-ef see­
tf.e.R. 275.081 classification as a homestea_d under section 273.13, the 
homestead credit under section 273 .13 for taxes payable in 1989 and under 
section 273.1398 for taxes payable in 1990 and thereafter, the taconite 
homestead credit, and the supplemental homestead credit, and the tax reduc­
tion resulting from the agricultural ellemplien ameHnl pre·,iaea in see!ioo 
27§.081 credit under section 273.132for taxes payable in 1989 and under 
section 273./398 for taxes payable in 1990 and thereafter. The county 
auditor shall send a notice to the owners of the affected property, demanding 
reimbursement of the homestead benefits plus a penalty equal to 25 percent 
of the homestead benefits. The property owners may appeal the county's 
determination by filing a notice of appeal with the Minnesota tax court 
within 60 days of the date of the notice from the county. 

If the amount of homestead benefits and penalty is not paid within 60 
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days, and if no appeal has been filed, the county auditor shall certify the 
amount to the succeeding year's tax list to be collected as part of the property 
taxes. 

Any amount of homestead benefits recovered from the property owner 
must be transmitted to the commissioner by the end of each calendar 
quarter. Any amount recovered attributable to !aconite homestead credit 
shall be transmitted to the St. Louis county auditor to be deposited in the 
taconite property tax relief account. The amount of penalty collected must 
be deposited in the county general fund. 

The commissioner will provide suggested homestead applications to each 
county. If a property owner has applied for more than one homestead and 
the county assessors cannot determine which property should be classified 
as homestead, the county assessors will refer the information to the com­
missioner. The commissioner shaJJ make the determination and notify the 
counties within 60 days. 

In addition to lists of homestead properties, the commissioner may ask 
the counties to furnish lists of all properties and the record owners. 

Sec. 13. Minnesota Statutes 1987 Supplement, section 273.13, subdi­
vision 15a, is amended to read: 

Subd. l5a. [GENERAL FUND, REPLACEMENT OF REVENUE.] (I) 
Payment from the general fund shall be made, as provided herein, for the 
purpose of replacing revenue lost as a result of the reduction of property 
taxes provided in subdiYisien subdivisions 22 and 23. 

(2) Each county auditor shall certify, not later than May I of each year 
to the commissioner of revenue the amount of reduction resulting from 
sabdi, isian subdivisions 22 and 23 in the auditor's county. This certification 
shall be submitted to the commissioner of revenue as part of the abstracts 
of tax lists required to be filed with the commissioner under the provisions 
of section 275.29. Any prior year adjustments shall also be certified in 
the abstracts of tax lists. The commissioner of revenue shall review such 
certifications to determine their accuracy. The commissioner may make 
such changes in the certification as are deemed necessary or return a 
certification to the county auditor for corrections. 

(3) Based on current year tax data reported in the abstracts of tax lists. 
the commissioner of revenue shall annually determine the taxing district 
distribution of the amounts certified under clause (2). The commissioner 
of revenue shall pay to each taxing district, other than school districts. its 
total payment for the year in equal installments on or before July H 20 
and December l 5 of each year. 

Sec. 14. Minnesota Statutes I 986. section 273. I 3. is amended by adding 
a subdivision to read: 

Subd. 2/a. [TAX CAPACITY.] In this section, wherever the "tax capac­
ity'' of a class of property is specified without qualification as to whether 
it is the property's "net tax capacity" or its "gross tax capacity," the "net 
tax capacity" and "gross tax capacity" of that property are the same as 
its "tax capacity." 

Sec. 15. Minnesota Statutes 1987 Supplement. section 273.13, subdi­
vision 22, is amended to read: 

Subd. 22. [CLASS I.] (a) Except as provided in subdivision 23. real 
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estate which is residential and used for homestead purposes is class 1. The 
market value of class la property must be determined based upon the value 
of the house, garage, and land. 

The first $68,000 of market value of class la property ffiltS¼ be assessea 
at -I-+ has a net tax capacity of one percent of its market value and a gross 
tax capacity of 2.17 percent of its market value. The koffiesleaa market 
value of class la property that exceeds $68,000 ffiltS¼l>e assessea Ill~ but 
does not exceed $100,000 has a tax capacity of 2 .5 percent of its market 
value. The market value of class I a property that exceeds $100,000 has 
a tax capacity of 3 .3 percent of its market value. 

(b) Class 1 b property includes real estate or manufactured homes used 
for the purposes of a homestead by 

(I) any blind person, if the blind person is the owner thereof or if the 
blind person and the blind person's spouse are the sole owners thereof; or 

(2) any person, hereinafter referred to as "veteran," who: 

(i) served in the active military or naval service of the United States; 
and 

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

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

(3) any person who: 

(i) is permanently and totally disabled and 

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

(A) aid from any state as a result of that disability; or 

(B) supplemental security income for the disabled; or 

(C) workers' compensation based on a finding of total and permanent 
disability; or 

(D) social security disability, including the amount of a disability insur­
ance benefit which is converted to an old age insurance benefit and any 
subsequent cost of living increases; or 

(E) aid under the Federal Railroad Retirement Act of 1937, United States 
Code Annotated, title 45, section 228b(a)5; or 

(F) a pension from any local government retirement fund located in the 
state of Minnesota as a result of that disability; or 

(iii) whose household income as defined in section 290A.03, subdivision 
5, is I 50 percent or less of the federal poverty level. 

Property is classified and assessed pursuant to clause (I) only if the 
commissioner of jobs and training certifies to the assessor that the owner 
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of the property satisfies the requirements of this subdivision. The com­
missioner of jobs and training shall provide a copy of the certification to 
the commissioner of revenue. 

Glass +a f1F0f1erty is ~ &&El assesses as fellows: Ht tfte ease ef 
agFieuH1:1f8:l fftft6-; ieeh:1Eling a manufaetHFed ft9ffte;' ttSee: ffif a ftomestea8, 
11,e fffS! $33 ,QQQ sf ffifH'l<et ""™' si1&H ee ¥tt!tie<I aoo assessed al fi¥e 
~••eeel, 11,e ee,,t $33,QQQ sf ffifH'l<et -¥tlll!e si1&H ee ¥tt!tie<! aoo assessed !ti 
-1-4 peFSent, &REI tfte i=emaieieg fft&f'kel -v-akte skaH Be -Yttkted aftEl assessed 
M -1-8 pereent; ftfttl Ht tfte ease ef -aU- mheF fefH, esfafe and manufactured 
l>eFees-; 11,e fiFS! $31,QQQ ef !Bllfket -¥tlll!e sil&H ee ¥tt!tie<l aoo assessed a1 
ffi'-0 ~•••eel, 11,e ee..t $31,QQQ ef HHH'l<et-¥tlll!e shalt ee ¥tt!tie<I aoo assessed 
ffi -I-+ fJOf€CRt, ftft6 the FOffl8iRiBg fft&f'kel ¥ftflle 5ft&l.l 9e ¥fHttea ftft6 8SSOSS08 
iN ~ pereent. 1ft tfte ease ef agrie1dt1:tF&I fftft6 iHelu8ing a moo1:1f.'aet11reti 
ft9fRe ¼fSe6 f9f flUFfJeses ef a homestead, tfte eemmissiaeer sf reveR11e SftftH 
~ftSfJf01lidetiiftseek-0R 273 .1311, ffte HIBJl:itBUfft 8ftl8l:1Rt eftftefltflfl<et 
wkte ef tfte homestea8 BraelEets ~ fft tfte H¥e ~ ilfta -1-& ~ 
~ B:ftft ffif ~ 0fftef fe&I est-ate and lfl8AHfaetureB "9Fees-; the C0FAffliS 
sieBef ef revee1:1e shall ~ as provi8ed ift seeti&ft 273 .1311, tfte fAH­
HBUffl lHBOHRt af tfte ffifH'l<et -wtffle ef ffie hemesteaEl Braeltets ~ fft tfte 
fi¥e ~ aoo -H ~•reeel Fates,- Permanently and totally disabled for the 
purpose of this subdivision means a condition which is permanent in nature 
and totally incapacitates the person from working at an occupation which 
brings the person an income. The first $32,000 market value of class lb 
property has a net tax capacity of .4 percent of its market value and a 
gross tax capacity of .87 percent of its market value. The remaining market 
value of class I b property has a gross or net tax capacity using the rates 
for class 1 or class 2a property, whichever is appropriate, of similar market 
value. 

(c) Class le property is commercial use real property that abuts a lake­
shore line and is devoted to temporary and seasonal residential occupancy 
for recreational purposes but not devoted to commercial purposes for more 
than 200 days in the year preceding the year of assessment, and that includes 
a portion used as a homestead by the owner. It ""'51 ee assessed el H 
Class Jc property has a tax capacity of .9 percent of market value with 
the following limitation: the area of the property must not exceed 100 feet 
of lakeshore footage for each cabin or campsite located on the property up 
to a total of 800 feet and 500 feet in depth, measured away from the 
lakeshore. 

(d) For taxes levied in 1988, payable in 1989 only, the tax to be paid 
on class I a or class I b property, less ftfto/ Fe8ttetieH ,eeeh1e8 rn1Fst1aHt te 
seeliees 273.123 all<i 173H. IQ, shall be reduced by 54 percent of the tax 
imposed on the first $68,000 of market value. The amount of the reduction 
shall not exceed ~ $725. 

Sec. 16. Minnesota Statutes 1987 Supplement, section 273. 13, subdi­
vision 23. is amended to read: 

Subd. 23. [CLASS 2.] (a) Class 2a property is agricultural land including 
any improvements that is homesteaded-, 1ege1he, witli 11,e iiettSe aoo gaf&ge. 
~ fff5-t $aa,QQQ ef ffifH'l<et Wttre ef aH agFietthtuel heffleslea8 +§ -¥tttH-ea 
el J\l pe,eeel. The market value of the house and garage and immediatelr 
surrounding one acre of land that does not exceed $65,000 has a net tax 
capacity of .805 percent of market value and a gross tax capacity of 1. 75 
percent of market value. The excess market value over $65,000 has a tax 
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capacity of 2 .2 percent. If the market value of the house, garage, and 
surrounding one acre of land is less than $65,000, the value of the remain­
ing land including improvements equal to the difference between $65,000 
and the market value of the house, garage, and surrounding one acre of 
land has a net tax capacity of 1.12 percent of market value and a gross 
tax capacity of 1. 75 percent of market value for the first 320 acres of land 
and the remaining value over 320 acres has a net tax capacity of 1.295 
percent of market value and a gross tax capacity of 1.75 percent of market 
value. The remaining value of class 2a property ts assesses al 4fl over the 
$65,000 market value that does not exceed 320 acres has a net tax capacity 
of 1.44 percent of market value and a gross tax capacity of 2 .25 percent 
of market value. The remaining property over the $65,000 market value 
in excess of 320 acres has a net tax capacity of 1.665 percent of market 
value and a gross tax capacity of 2 .25 percent of market value. 

Noncontiguous land shall constitute class 2a only if the homestead is 
classified as class 2a and the detached land is located in the same township 
or city or not farther than two townships or cities or combination thereof 
from the homestead. 

Agricultural land used for purposes of a homestead and actively farmed 
by a person holding a vested remainder interest in it must be classified 
class 2a. If agricultural land is classified class 2a, any other dwellings on 
the land used for purposes of a homestead by persons holding vested remain­
der interests who are actively engaged in farming the property, and up to 
one acre of the land surrounding each homestead and reasonably necessary 
for the use of the dwelling as a home, must also be assessed class 2a and 
is entitled to the homestead credit. 

For taxes levied in 1988, payable in 1989 only. the tax to be paid on 
class 2a property, teSS atty re6uetios Feeeive8 f:!UFStte.nt ~ seetioHs 273 .123 
afl<I 473H. HJ and class lb property under section 273.13, subdivision 22, 
paragraph (b), used for agricultural purposes shall be reduced by~ 54 
percent of the tax. The amount of the reduction shall not exceed $+00 
$725. 

(b) Class 2b property is (I) real estate, rural in character and used 
exclusively for growing trees for timber, lumber, and wood and wood prod­
ucts; and (2) real estate that is nonhomestead agricultural land. Class 2b 
property ts assesses al 4fl has a net tax capacity of 1.665 percent of market 
value and a gross tax capacity of 2 .25 percent of market value. 

Agricultural land as used in this section skall ffleftfl means contiguous 
acreage of ten acres or more, primarily used during the preceding year for 
agricultural purposes. Agricultural use may include pasture, timber, waste, 
unusable wild land and land included in federal farm programs. 

Real estate of less than ten acres used principally for raising poultry, 
livestock, fruit, vegetables or other agricultural products, including the 
breeding of fish for sale and consumption provided that it is located on 
land zoned for agricultural use, shall be considered as agricultural land, 
if it is not used primarily for residential purposes. 

The assessor shall determine and list separately on the records the market 
value of the homestead dwelling and the one acre of land on which that 
dwelling is located. If any farm buildings or structures are located on this 
homesteaded acre of land, their market value shall not be included in this 
separate determination. 
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Sec. 17. Minnesota Statutes 1987 Supplement, section 273. 13, subdi­
vision 24, is amended to read: 

Subd. 24. [CLASS 3.] (a) Commercial ftft<!, industrial. and utility prop­
erty is class 3a. It is assessed et ell has a tax capacity of 3 .3 percent of 
the first $8Q,QQQ $100,000 of market value and 9e 5.25 percent of the 
market value over $8Q,QQQ $100,000. For taxes payable in 1991, the 5.25 
percent rate shall be 5 .2 percent and for taxes payable in 1992 and sub­
sequent years the rate shall be 5.15 percent. In the case of state-assessed 
commercial e,, industrial, and utility property owned by one person or 
entity, only one parcel may~ fef the ell has a tax capacity 3 .3 percent 
assessment. In the case of other commercial e-F, industrial, and utility 
property owned by one person or entity, only one parcel in each county 
may~ fef the ell has a tax capacity of 3 .3 percent assessR!eRt. 

(b) Employment property defined in section 469.166, during the period 
provided in section 469.170, shall constitute class 3b and sltt>I! be~ 
&Rd assessed a! ~ has a tax capacity of 2 .5 percent of the first $50,000 
of market value and ~3 .5 percent of the remainder, except that for employ­
ment property located in a border city enterprise zone designated pursuant 
to section 469.168, subdivision 4, paragraph (c), the tax capacity of the 
first $8Q,QQQ $100,000 of market value sltt>I! be~ all<I assessed et ell 
is 3 .3 percent and the tax capacity of the remainder sltt>I! l,e assessed Elll<i 
~et 86 is 4 .8 percent, unless the governing body of the city designated 
as an enterprise zone determines that a specific parcel shall be assessed 
pursuant to the first clause of this sentence. The governing body may provide 
for assessment under the first clause of the preceding sentence only for 
property which is located in an area which has been designated by the 
governing body for the receipt of tax reductions authorized by section 
469.171, subdivision I. 

Sec. I 8. Minnesota Statutes 1987 Supplement, section 273. l 3, subdi­
vision 25, is amended to read: 

Subd. 25. [CLASS 4.] (a) Class 4a is residential real estate containing 
four or more units and used or held for use by the owner or by the tenants 
or lessees of the owner as a residence for rental periods of 30 days or more. 
Class 4a also includes hospitals licensed under sections 144.50 to 144.56, 
other than hospitals exempt under section 272.02. and contiguous property 
used for hospital purposes, without regard to whether the property has been 
platted or subdivided. Class 4a property is assessed al~ has a tax capacity 
of 4 .1 percent of market value. 

(b) Class 4b includes: 

(l) residential real estate containing less than four units. other than 
seasonal residential, recreational, and kemesfea8s a structure having five 
or more stories that is constructed with materials meeting the requirements 
for type I or /1 construction as defined in the state building code. 90 
percent or more of which is used or is to be used as apartment housing 
for a period of 40 years from the date of completion of original construc­
tion. or the date of initial though partial use, whichever is the earlier date; 

(2) post-secondary student housing not to exceed one acre of land which 
is owned by a nonprofit corporation organized under chapter 317 and is 
used exclusively by a sorority or fraternity organization for housing; 

(3) manufactured homes nOt classified under any other provision; ttfte 
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(4) a dwelling, garage, and surrounding one acre of property on a non­
homestead farm classified under subdivision 23, paragraph (b), which has 
a tax capacity of 2. 7 percent of market value. 

Class 4b property is assesses at 6G f'OfeeHt fef -.s le¥ieel ift -1-98&, 
peyel,le Ht -1-989 aft<I thereafter has a tax capacity of 3 .5 percent of market 
value, except as provided in clause ( 4). 

(c) Class 4c property includes: 

(I) a structure that is situated on real property that is used for housing 
for the elderly or for low and moderate income families as defined by Title 
II of the National Housing Act or the Minnesota housing finance agency 
law of 1971 or rules promulgated by the agency pursuant thereto and 
financed by a direct federal loan or federally insured loan or a loan made 
by the Minnesota housing finance agency pursuant to the provisions of 
either of those acts and acts amendatory thereof. This clause applies only 
to property of a nonprofit or limited dividend entity. Property is classified 
as class 4c under this clause for 15 years from the date of the completion 
of the original construction or substantial rehabilitation, or for the original 
term of the loan; 

(2) a structure that is: 

(i) situated upon real property that is used for housing lower income 
families or elderly or handicapped persons, as defined in section 8 of the 
United States Housing Act of 1937, as amended; and 

(ii) owned by an entity which has entered into a housing assistance 
payments contract under section 8 which provides assistance for 100 percent 
of the dwelling units in the structure, other than dwelling units intended 
for management or maintenance personnel. Property is classified as class 
4c under this clause for the term of the housing assistance payments con­
tract, including all renewals, or for the term of its permanent financing, 
whichever is shorter-:-; and 

(3) a qualified low-income building that (i) receives a low-income hous­
ing credit under section 42 of the Internal Revenue Code of 1986, as 
amended through December 31, 1987; or (ii) meets the requirements of 
that section. Classification pursuant to this clause is limited to buildings 
the construction or rehabilitation of which began after May 1, 1988 and 
to a term of 15 years. 

For all properties described in clauses (1) aft<I ~. (2), and /3) and in 
paragraph (d), elftll5e +;!h the market value determined by the assessor 
must be based on the normal approach to value using normal unrestricted 
rents. The land on which these structures are situated has a tax capacity 
of 3 .5 percent of market value if the structure contains fewer than four 
units, and 4.1 percent of market value if the structure contains four or 
more units. 

~ /4) a parcel of land, not to exceed one acre, and its improvements or 
a parcel of unimproved land, not to exceed one acre, if it is owned by a 
neighborhood real estate trust and at least 60 percent of the dwelling units, 
if any, on all land owned by the trust are leased to or occupied by lower 
income families or individuals. This clause does not apply to any portion 
of the land or improvements used for nonresidential purposes. For purposes 
of this clause, a lower income family is a family with an income that does 
not exceed 65 percent of the median family income for the area, and a 



8540 JOURNAL OF THE SENATE [93RDDAY 

lower income individual is an individual whose income does not exceed 65 
percent of the median individual income for the area, as determined by the 
United States Secretary of Housing and Urban Development. For purposes 
of this clause, "neighborhood real estate trust" means an entity which is 
certified by the governing body of the municipality in which it is located 
to have the following characteristics: (a) it is a nonprofit corporation orga­
nized under chapter 317; (b) it has as its principal purpose providing housing 
for lower income families in a specific geographic community designated 
in its articles or bylaws; (c) it limits membership with voting rights to 
residents of the designated community; and (d) it has a board of directors 
consisting of at least seven directors, 60 percent of whom are members 
with voting rights and, to the extent feasible, 25 percent of whom are elected 
by resident members of buildings owned by the trust; and 

+4-, (5) except as provided in subdivision 22, paragraph f<lt (c), eJw,;e 
flt; real property devoted to temporary and seasonal residential occupancy 
for recreation purposes, including real property devoted to temporary and 
seasonal residential occupancy for recreation purposes and not devoted to 
commercial purposes for more than 200 days in the year preceding the year 
of assessment. For this purpose, property is devoted to commercial use on 
a specific day if it is used, or offered for use, and a fee is charged for the 
use. Class 4c also includes commercial use real property used exclusively 
for recreational purposes in conjunction with class 4c property devoted to 
temporary and seasonal residential occupancy for recreational purposes, 
up to a total of two acres, provided the property is not devoted to commercial 
recreational use for more than 200 days in the year preceding the year of 
assessment and is located within two miles of the class 4c property with 
which it is used. Class 4c property classified in clauses (5) and (6) also 
includes the remainder of class 4" 1 c resorts and has a tax capacity of 2 .6 
percent of market value, except that noncommercial seasonal recreational 
property has a tax capacity of 2 .3 percent of market value; and 

~ (6) real property up to a maximum of one acre of land owned by a 
nonprofit community service oriented organization; provided that the prop­
erty is not used for a revenue-producing activity for more than six days in 
the calendar year preceding the year of assessment and the property is not 
used for residential purposes on either a temporary or permanent basis. 
For purposes of this clause, a "nonprofit community service oriented orga­
nization" means any corporation, society, association, foundation, or insti­
tution organized and operated exclusively for charitable, religious, fraternal, 
civic, or educational purposes, and which is exempt from federal income 
taxation pursuant to section 501 (c)(3), (10), or ( I 9) of the Internal Revenue 
Code of 1986, as amended through December 31, 1986. For purposes of 
this clause, "revenue-producing activities" shall include but not be limited 
to property or that portion of the property that is used as an on-sale intox­
icating liquor or nonintoxicating malt liquor establishment licensed under 
chapter 340A, a restaurant open to the public, bowling alley. a retail store, 
gambling conducted by organizations licensed under chapter 349, an insur­
ance business, or office or other space leased or rented to a lessee who 
conducts a for-profit enterprise on the premises. Any portion of the property 
which is used for revenue-producing activities for more than six days in 
the calendar year preceding the year of assessment shall be assessed as 
class 3a. The use of the property for social events open exclusively to 
members and their guests for periods of less than 24 hours, when an 
admission is not charged nor any revenues are received by the organization 
shall not be considered a revenue-producing activity; and 
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Class 4c property ts assessed at W classified under clauses (I), (2), (3 ), 
and (4) has a tax capacity o/2.5 percent of market value. 

(d) Class 4d property includes: 

f I) eemfflefeial 1tnereal ~••~•fl)' that abttts a laleeshe•e line ftfH! ts de,·eted 
ta te1Hpomry &REI seasonal resiflential eeeupaney feF recreational fJH:Fposes 
blll ft61 deYeted le eefflme,eial pltfjlBSes f..,. ffl-0fe thaft ;!00 days ift the yeilf 
pFeeediRg the yeilf ef assessffleRI, ftfH! that iRel1tdes a j>6flieft ltSed as a 
hemestead l>y the 0Wfler. +he area ef the p•eperty that ts elassified as e1as,; 
4a ffill-Sl ft0! ei<eeed .J.00 feet .i,f lakes he•• foetage !of eaell eabift er eam~site 
leeate<I "" the preperty "P te a tetal ef 800 feet ftfH! WO feet ift <lej>th, 
measttreB -EtW8j' .fffim the lekeskore; 

~ any structure: 

(i) situated on real property that is used for housing for the elderly or 
for low and moderate income families as defined by the farmers home 
administration; 

(ii) located in a municipality of less than 10,000 population; and 

(iii) financed by a direct loan or insured loan from the farmers home 
administration. Property ~ lle assesseEl is class,fied under this clause 
for 15 years from the date of the completion of the original construction 
or for the original term of the loan. 

The JO percent ftfH! ~ peFcent assessfflent Faties I .5 percent and 2 .5 
percent tax capacity assignments apply to the properties described in para­
graph (c), clauses (I) .....i~, (2), and (3) and this clause, only in proportion 
to occupancy of the structure by elderly or handicapped persons or low 
and moderate income families as defined in the applicable laws unless 
construction of the structure had been commenced prior to January I, 
1984; or the project had been approved by the governing body of the 
municipality in which it is located prior to June 30, 1983; or financing of 
the project had been approved by a federal or state agency prior to June 
30, 1983. Classification under this clause is only available to properly of 
a nonprofit or limited dividend entity; ftfH! 

~ the ffFSt $34,QQQ ef fflflfltet ¥attte ef Fell! esta!e er manufaet1tred 
hemes ltSed fef the ~ltfjlOSes of a hefflestead ey 

fij aay httftd persen, if the httftd f"'FS"R ts the ewftef thereef er if the 
l>kRd pet'5ell and the httftd peFsen' s spt>ttSe aFe the S6le <>wfleFS thereef; er 

W an-y persen, hereinafte• refeFFed teas "yetemn," wile, 

W seF¥etl ift the aea-ve military er fla¥al seF¥iee ef the Ytlited States; 

""" fB1 ts enlitled te eeffl~ensatien Uftdef the laws ftfH! reg1tlatiens of the 
Ytlited 8tates fef permanent ftfH! tetal seFviee eenReeted disability d1te te 
the l9ss, er less ef....,, 1>y reas0ft of &mputatien, aRkylesis, progressi·,·e 
Rl:useuler Ei,•strof)hies, er f)arel, sis, af beth -I-ewer e1ttreR1:ities, stl€ft a& ffi 
f)reelt1:Eie fftet-ieft rr.Yithettt the aitl- af 9fO€eS, eR1tehes, e&FteS-;- er -a 1.r.rheelehair; 

""" ttj with assistance by the aEiffiiRistrefien ef ,•eteraRs affe.i.t:s ftilS aeEfHireEi 
& speeia1 housing Uflit with speeial fi*tltres or me¥able facilities made 
Reeessary &y- the ft£tlttre ef the •,1etereR's disability, er the surviviRg GpOO-Se 
ef the dee eased ¥eteran fef as l<>Rg as the ,,., , i·, ing spe,,se fefftHtS the 
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~ keusing ttftit as a kemestead; ff 

ftiijanyj>efSeftwk<r. 

W ts pe•manently arnl te!i>I½' disabled arnl 

fll-) ,eeei•;es 90 pe,eent e,......., ef le!al ifle0me frem 

fB aid frem any state as a FeSttlt ef tltat disability; eF 

f;!J supplemental seeu,il) if!e0fRO t<,, the disabled; ff 

[93RDDAY 

f.B we,leers' eempensatien l>asetl eR a futt!iRg ef le!al arnl permanent 
disa0Hity; 0f 

f4t S0€tal seeu,ity disability, ineluding the ameunt ef n disability fftS!ff­
anee beHefit wl½i€lt is eenve,ted IO an el<! age insuFanee beftefit arnl any 
subseEjHeH:t east ef l-i-YtRg iReFea.ses; 6f 

Waid IHKleF the l'ederal Railread Retirement ,'\et ef +93-1-;-Yftiled States 
tede Annetated, tille #, seetiaR 2281,(a)!l; OF 

W a pensien frem any leeal ge,·ernment •etireFRent flffld leeated ift the 
fiffl'le e.f AUenesote as ft resttk ef that disaBilit). 

PFSpe,ty is elassified arnl assessed pu,suant le ff½is elitltse eR!y if the 
eommissieRer sf fttHBftft serYiees certifies te the assesser thttt #te 0Wftef 6f 
#te property satisfies the reE}uire1H.ents et tltts subdi,•ision. +he eommis 
s-ieftef 6f ffi:tftHtft services shall pro, ide a eepy e.f the eertifieation te the 
€0fflfflissioner e.f FCYCRUC. 

+he ,emaining valtte ef elass 4fd-)f.,) p•epeFt)' ift e,,eess ef $J 1,000 shall 
ae ~ftfte assessed HRaef s1:1hEli,•isioR ~ 0f B,a& appropriate, pro•1ide8 
that eR!y the -vallte ift e,,eess ef $31,000 bl!! fl0! iB e,,eess ef $€i8,000 i<l 
assessed at the flHe pr01,•ided tef the fu.st tief e.f -v-akte ffl sub8ivisioR ~ 
ff eR!y the -vallte ift e,,eess t>f $31,000 bl!! fl0! iB e,,eess et $€ie,OOO i<l 
assessed at the f8le pre•;ided t<,, the fi<St tie, ef -vallte ift subdi,·isie• 23. 

Class 4d property ts assessed at 3G peFeeitl ef fftftfket -vallte has a tax 
capacity of 1.5 percent of market value. 

Sec. 19. Minnesota Statutes 1987 Supplement, section 273. 13, subdi­
vision 31, is amended to read: 

Subd. 31. [CLASS 5.] All property not included in any other class is 
class 5 property arnl ts assessed at% peFeeitl ef fftftfket -vallte. 

( a) Tools, implements, and machinery of an electric generating, trans­
mission, or distribution system or a pipeline system transporting or dis­
tributing water. gas, crude oil, or petroleum products or mains and pipes 
used in the distribution of steam or hot or chilled water for heating or 
cooling buildings, which are fixtures, have a tax capacit_v of 4 .6 percent 
of market value. 

(b) Unmined iron ore and low-grade iron-bearing formations as defined 
in section 273 .14 have a tax capacity of 5 .25 percent of market value. 

(c) Vacant land has a tax capadty of 5.25 percent of market value. 

(d) All other property not otherwise classified has a tax capacity of 5 .25 
percent of market value. 

Sec. 20. Minnesota Statutes 1986, section 273.1315, is amended to read: 

273.1315 [CERTIFICATION OF 1B PROPERTY.] 
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Any property owner seeking classification and assessment of the owner's 
homestead as class lb property pursuant to section 273.13, subdivision 
22, paragraph (b), clause (2) or (3), shall file with the commissioner of 
revenue for each assessment year a 1 b homestead declarat_ion, on a form 
prescribed by the commissioner. The declaration shall contain the following 
information: 

(a) the information necessary to verify that the property owner or the 
owner's spouse satisfies the requirements of section 273.13, subdivision 
22, paragraph (b), clause (2) or (3), for lb classification; 

(b) the property owner's household income, as defined in section 290A.03, 
for the previous calendar year; and 

( c) any additional information prescribed by the commissioner. 

The declaration shall be filed on or before March I of each year to be 
effective for property taxes payable during the succeeding calendar year. 
The declaration and any supplementary information received from the prop­
erty owner pursuant to this section shall be subject to section 290A. l 7. 

The commissioner shall provide to the assessor on or before April 1 a 
listing of the parcels of property qualifying for I b classification. 

Sec. 21. [273.132] [STATE AGRICULTURAL CREDIT.] 

Subdivision 1. [AGRICULTURAL HOMESTEAD PROPERTY] For taxes 
levied in 1988, payable in 1989 only, the county auditor shall reduce the 
tax for all purposes on all property receiving the homestead credit under 
section 273.13, subdivision 23, by an amount equal to 36 percent of the 
tax levy imposed on up to 320 acres of land including the buildings and 
structures thereon but excluding all dwellings and an acre of land for each 
dwelling. 

Subd. 2. [OTHER AGRICULTURAL PROPERTY] For taxes levied in 
1988, payable in 1989 only, the county auditor shall reduce the tax for all 
purposes on all other agricultural lands classified under section 273.13, 
subdivision 23, including buildings and structures thereon but excluding 
all dwellings and an acre of land for each dwelling, and on timber land 
classified under section 273.13, subdivision 23, paragraph (b) by an amount 
equal to 26 percent of the tax levy imposed on the property. 

Subd. 3. [ADMINISTRATION.] The amounts so computed by the county 
auditor shall be submitted to the commissioner of revenue as part of the 
abstracts of tax lists required to be filed with the commissioner under the 
provisions of section 275.29. Any prior year adjustments shall also be 
certified in the abstracts of tax lists. The commissioner of revenue shall 
review the certifications to determine their accuracy and may make .changes 
in the certification as deemed necessary or return a certification to the 
county auditor for corrections. 

Subd. 4. [PAYMENT TO TAXING JURISDICTIONS.] Payment from the 
general fund must be made to each taxing jurisdiction to replace the revenue 
lost as a result of the credit provided in this section. Payment to taxing 
jurisdictions other than school districts must be made by the commissioner 
in equal installments on or before July 20 and December 15 each year. 
Payment to school districts must be made to the commissioner of education 
as provided in section 273 .1392. 
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Subd. 5. [APPROPRIATION.] The amount necessary to make the pay­
ments required under this section is appropriated from the general fund 
in the state treasury to the commissioners of revenue and education for 
property taxes payable in 1989. 

Sec. 22. Minnesota Statutes 1987 Supplement, section 273.135, sub­
division 2, is amended to read: 

Subd. 2. For taxes payable in 1989 only, the amount of the reduction 
authorized by subdivision 1 shall be: 

( a) In the case of property located within the boundaries of a munici­
pality which meets the qualifications prescribed in section 273.134, 66 
percent of the net tax up to the /aconite breakpoint plus a percentage equal 
to the homestead credit equivalency percentage of the net tax in excess of 
the taconite breakpoint, provided that the reduction shall not exceed the 
maximum amounts specified in clause (c), and shall not exceed an amount 
sufficient to reduce the effective tax rate on each parcel of property to 95 
percent of the base year effective tax rate. In no case will the reduction 
resulting from this credit be less than $/0. 

(b) In the case of property located within the boundaries of a school 
district which qualifies as a tax relief area but which is outside the bound­
aries of a municipality which meets the qualifications prescribed in section 
273.134, 57 percent of the net tax up to the /aconite breakpoint plus a 
percentage equal to the homestead credit equivalency percentage of the 
net tax in excess of the taconite breakpoint, provided that the reduction 
shall not exceed the maximum amounts specified in clause (c), and shall 
not exceed an amount sufficient to reduce the effective tax rate on each 
parcel of property to 95 percent of the base year effective tax rate. In no 
case will the reduction resulting from this credit be less than $IO. 

(c) (I) The maximum reduction of the net tax up to the taconite breakpoint 
is $225.40 on property described in clause (a) and $200./0 on property 
described in clause (b),for taxes payable in 1985. These maximum amounts 
shall increase by $15 times the quantity one minus the homestead credit 
equivalency percentage per year for taxes payable in 1986 and subsequent 
years. 

(2) The total maximum reduction of the net tax on property described 
in clause ( a) is $490 for taxes payable in 1985. The total maximum reduc­
tion for the net tax on property described in clause (b) is $435 for taxes 
payable in 1985. These maximum amounts shall increase by $/5 per year 
for taxes payable in 1986 and thereafter. 

For the purposes of this subdivision, "net tax" means the tax on the 
property after deduction of any credit under section 2 7 3. I 3, subdivision 
22 or 23, "/aconite breakpoint" means the lowest possible net tax for a 
homestead qualifying for the maximum reduction pursuant to section 273. /3, 
subdivision 22, rounded to the nearest whole dollar, "homestead credit 
equivalency percentage" means a percentage equal to the percentage 
reduction authorized in section 273 .13, subdivision 22, "effective tax rate" 
means tax divided by the market value of the property, and the "base year 
effective tax rate" means the tax on the property after the application of 
the credits payable under section 273.13. subdivisions 22 and 23, and this 
section for taxes payable in 1988, divided by the market value of the 
property. A new parcel of property or a parcel with a current year clas­
sification that is different from its base year classification has the same 
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base year effective tax rate as an equivalent homesteaded parcel. 

Subd. 2a. For taxes payable in 1990 and thereafter, the amount of the 
reduction authorized by subdivision I shall be 

(a) In the case of property located within the boundaries of a municipality 
which meets the qualifications prescribed in section 273 .134, 66 percent 
of the tax, provided that the reduction shall not exceed the maximum 
amounts specified in clause ( c) and shall not exceed an amount sufficient 
to reduce the effective tax rate on each parcel of property to 95 percent 
of the base year effective tax rate. In no case will the reduction resulting 
from this credit be less than $JO. 

(b) In the case of property located within the boundaries of a school 
district which qualifies as a tax relief area but which is outside the bound­
aries of a municipality which meets the qualifications prescribed in section 
273. 134, 57 percent of the tax, provided that the reduction shall not exceed 
the maximum amounts specified in clause ( c) and shall not exceed an 
amount sufficient to reduce the effective tax rate on each parcel of property 
to 95 percent of the base year effective tax rate. In no case will the reduction 
resulting from this credit be less than $JO. 

( c) The total maximum reduction of the net tax on property described 
in clause (a) is $490 for taxes payable in 1985. The total maximum reduction 
for the net tax on property described in clause (b) is $435 for taxes payable 
in 1985. These maximum amounts shall increase by $ I 5 per year for taxes 
payable in 1986 and thereafter. 

For the purposes of this subdivision, "tax" means the tax on the property 
before application of the credit payable under this section and "effective 
tax rate" means tax divided by the market value of the property, and "base 
year effective tax rate" means the tax on the property after the application 
of the credits payable under section 273./3, subdivisions 22 and 23, and 
this section for taxes payable in 1988, divided by the market value of the 
property. A new parcel of property or a parcel with a current year clas­
sification that is different from its base year classification has the same 
base year effective tax rate as an equivalent homesteaded parcel. 

Sec. 23. Minnesota Statutes 1987 Supplement, section 273 .1391, sub­
division 2, is amended to read: 

Subd. 2. For taxes payable in 1989 only, the amount of the reduction 
authorized by subdivision I shall be: 

(a) In the case of property located within a school district which does 
not meet the qualifications of section 273.134 as a tax relief area, but 
which is located in a county with a population of less than 100,000 in 
which taconite is mined or quarried and wherein a school district is located 
which does meet the qualifications of a tax relief area, and provided that 
at least 90 percent of the area of the school district which does not meet 
the qualifications of section 273./34 lies within such county, 57 percent 
of the net tax up to the !aconite breakpoint plus a percentage equal to the 
homestead credit equivalency percentage of the net tax in excess of the 
taconite breakpoint on qualified property located in the school district 
that does not meet the qualifications of section 273./ 34, provided that the 
amount of said reduction shall not exceed the maximum amounts specified 
in clause (c), and shall not exceed an amount sufficient to reduce the 
effective tax rate on each parcel of property to 95 percent of the base year 
effective tax rate. In no case will the reduction resulting from this credit 
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be less than $10. The reduction provided by this clause shall only be 
applicable to property located within the boundaries of the county described 
therein. 

( b) in the case of property located within a school district which does 
not meet the qualifications of section 273.134 as a tax relief area, but 
which is located in a school district in a county containing a city of the 
first class and a qualifying municipality, but not in a school district con­
taining a city of the first class or adjacent to a school district containing 
a city of the first class unless the school district so adjacent contains a 
qualifying municipality, 57 percent of the net tax up to the !aconite break­
point plus a percentage equal to the homestead credit equivalency per­
centage of the net tax in excess of the !aconite breakpoint, but not to exceed 
the maximums specified in clause (c), and shall not exceed an amount 
sufficient to reduce the effective tax rate on each parcel of property to 95 
percent of the base year effective tax rate. ln no case will the reduction 
resulting from this credit be less than $10. 

( c )( 1) The maximum reduction of the net tax up to the taconite breakpoint 
is $200. JO for taxes payable in 1985. This maximum amount shall increase 
by $15 multiplied by the quantity one minus the homestead credit equiv­
alency percentage per year for taxes payable in 1986 and subsequent years. 

(2) The total maximum reduction of the net tax is $435 for taxes payable 
in 1985. This total maximum amount shall increase by $15 per year for 
taxes payable in 1986 and thereafter. 

For the purposes of this subdivision, "net tax" means the tax on the 
property after deduction of any credit under section 2 7 3 .13, subdivision 
22 or 23, "taconite breakpoint" means the lowest possible net tax for a 
homestead qualifying for the maximum reduction pursuant to section 273.13, 
subdivision 22, rounded to the nearest whole dollar, "homestead credit 
equivalency percentage" means a percentage equal to the percentage 
reduction authorized in section 273.13, subdivision 22 and "effective tax 
rate" means tax divided by the market value of the property, and the "base 
year effective tax rate" means the tax on the property after application of 
the credits payable under section 273.13, subdivisions 22 and 23 and this 
section for taxes payable in 1988, divided by the market value of the 
property. A new parcel with a current year .c/ass1fication that is different 
from its base year classification has the same base year effective tax rate 
as an equivalent homesteaded parcel. 

Subd. 2a. For taxes payable in 1990 and thereafter, the amount of the 
reduction authorized by subdivision I shall be: 

(a) In the case of property located within a school district which does 
not meet the qualifications of section 273. 134 as a tax relief area, but which 
is located in a county with a population of less than l 00,000 in which 
taconite is mined or quarried and wherein a school district is located which 
does meet the qualifications of a tax relief area, and provided that at least 
90 percent of the area of the school district which does not meet the 
qualifications of section 273. 134 lies within such county, 57 percent of the 
tax, provided that the amount of satti the reduction shall not exceed the 
maximum amounts specified in clause ( c) and shall not exceed an amount 
sufficient to reduce the effective tax rate on each parcel of property to 95 
percent of the base year effective tax rate. in no case will the reduction 
resulting from this credit be less than $10. The reduction provided by this 
clause shall only be applicable to property located within the boundaries 
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of the county described therein. 

(b) In the case of property located within a school district which does 
not meet the qualifications of section 273.134 as a tax relief area, but which 
is located in a school district in a county containing a city of the first class 
and a qualifying municipality, but not in a school district containing a city 
of the first class or adjacent to a school district containing a city of the 
first class unless the school district so adjacent contains a qualifying munic­
ipality, 57 percent of the tax, but not to exceed the maximums specified 
in clause (c) and not to exceed an amount sufficient to reduce the effective 
tax rate on each parcel of property to 95 percent of the base year effectf-ve 
tax rate. In no case will the reduction resulting from this credit be less 
than $10. 

(c) The total maximum reduction of the tax is $435 for taxes payable in 
1985. This total maximum amount shall increase by $ l 5 per year for taxes 
payable in 1986 and thereafter. 

For the purposes of this subdivision, "tax" means the tax on the property 
before application of the credit under this section, "effective tax rate" 
means tax divided by the market value of the property, and "base year 
effective tax rate" means the tax on the property after the application of 
the credits payable under section 273.13, subdii•isions 22 and 23, and this 
section for taxes payable in 1988, divided bv the market value of the 
property. A new parcel of property or a parcel with a current year clas­
szfication that is different from its base year classification has the same 
base year effective tax rate as an equivalent homesteaded parcel. 

Sec. 24. Minnesota Statutes 1987 Supplement, section 273.1392. is 
amended to read: 

The amounts of Sffiil-H. b\:lsiness iransitisn aee4t ttfttief seetteft 273.1193; 
disaster or emergency reimbursement under section 273.123: attached 
machinery aid under section 273. 138; homestead credit FeplaeemeRt affi 
under section 1'73.139~ 273.13; agricultural credit ,eplaeemeRt ai<I under 
section 273.139§ 273.132; aids and credits under section 273.1398; and 
metropolitan agricultural preserve reduction under section 473H.10. shall 
be certified to the department of education by the department of revenue. 
The amounts so certified shall be paid according to section 124.195. sub­
divisions 6 and l 0. 

Sec. 25. Minnesota Statutes 1987 Supplement, section 273.1393, is 
amended to read: 

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

(I) 5fflftH b\:lsiness fJFBfJeFf~ ~ fransiiisn aee4t as f!FB\ i8e8 tft see+i-eR 
273.119§; 

~ disaster credit as provided in section 273.123: 

Bt /2) powerline credit as provided in section 273 .42: 

+4t ( 3) agricultural preserves credit as provided in section 4 73H. l 0: 

~ /4) enterprise zone credit as provided in section 469.171: 

/5) state agricultural credit as provided in section 273./32: 

(6) state paid homestead credit as provided in section 273. 13, saMi•, isiaR 
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B; 

(7) taconite homestead credit as provided in section 273. 135; 

(8) supplemental homestead credit as provided in section 273.1391. 

The combination of all property tax credits must not exceed the gross 
tax amount. 

Sec. 26. [273. 1398] [TRANSITION AND DISPARITY REDUCTION 
AID; CREDIT GUARANTEE.] 

Subdivision 1. [DEFINITIONS.] ( a) In this section, the terms defined 
in this subdivision have the meanings given them. 

(b) "Unique taxing jurisdiction" means the geographic area subject to 
the same set of mill rates. 

(c) "Gross tax capacity" means the product of the appropriate per­
centages of market value listed as gross tax capacities in section 273.13 
and equalized market values. "Total gross tax capacity" means the gross 
tax capacities for all property within the unique taxing jurisdiction. The 
total gross tax capacity used shall be reduced by the sum of(]) the unique 
taxing jurisdiction's gross tax capacity of commercial industrial property 
as defined in section 473F.02, subdivision 3, multiplied by the ratio deter­
mined pursuant to section 473F.08, subdivision 6, for the municipality, as 
defined in section 47 3F.02, subdivision 8, in which the unique taxing juris­
diction is located and (2) the gross tax capacity of the captured value of 
tax increment financing districts as defined in section 469. 177, subdivision 
2. For purposes of determining the gross tax capacity of property referred 
to in clauses (]) and (2) for disparity reduction aid payable in 1989, the 
gross tax capacity before equalization shall equal the property's 1987 
assessed value multiplied by 12 percent. Gross tax capacity cannot be less 
than zero. 

(d) "Net tax capacity" means the product of the appropriate percentages 
of market value listed as net tax capacities in section 27 3 .13 and equalized 
market values. "Total net tax capacity" means the net tax capacities for 
all property within the unique taxing jurisdiction. The total net tax capacity 
used shall be reduced by the sum of (I) the unique taxing jurisdiction's net 
tax capacity of commercial industrial property as defined in section 473F.02, 
subdivision 3, multiplied by the ratio determined pursuant to section 473F.08, 
subdivision 6, for the municipality, as defined in section 473F.02, subdi­
vision 8, in which the unique taxing jurisdiction is located and (2) the net 
tax capacity of the captured value of tax increment financing districts as 
defined in section 469.177, subdivision 2. For purposes of determining 
the net tax capacity of property referred to in clauses (1) and (2), the net 
tax capacity before equalization shall equal the property's /987 assessed 
value multiplied by 12 percent. Net tax capacity cannot be less than zero. 

(e) "Equalized market values" are market values that have been equal­
ized by dividing the assessor's estimated market value for the second year 
prior to that in which the aid is payable by the assessment sales ratios 
determined by class in the assessment sales ratio study conducted by the 
department of revenue pursuant to section 124 .213 I in the second year 
prior to that in which the aid is payable. For computation of aids payable 
in 1989 only, if the aggregate assessment sales ratio is less than or equal 
to 92 percent, the assessment sales ratios by class shall be adjusted pro­
portionally so that the aggregate ratio of the unequalized market values 
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to the equalized market values equals 92 percent; otherwise the equalized 
market values shall equal the unequalized market values divided by the 
assessment sales ratio. 

(f) "Homestead effective rate" means the product of (i) 46 percent; (ii) 
2.17 percent; and (iii) the total tax capacity rate for taxes payable in 1989 
within a unique taxing jurisdiction multiplied by the 1988 aggregate assess­
ment sales ratio. A sales ratio of .92 is used if the actual sales ratio is 
less than .92. 

( g) For purposes of calculating the transition aid authorized pursuant 
to subdivision 2, the "subtraction factor" is the product of (i) a unique 
taxing jurisdiction's homestead effective rate; (ii) its net tax capacity; and 
(iii) 103. 

(h) For purposes of calculating and a/locating transition aid authorized 
pursuant to subdivision 2 and the disparity reduction aid authorized in 
subdivision 3. "gross taxes levied on all properties" or "gross taxes" 
mrans the total gross taxes levied on all properties except that levied on 
the captured value of tax increment districts as defined in section 469.177. 
subdivision 2, and that levied on the portion of commercial industrial 
properties' assessed value, as defined in section 473F02. subdivision 3, 
subject to the areawide tax as provided in section 47 3F08, subdivision 6, 
in a unique taxing jurisdiction before reduction by any credits for taxes 
payable in the year prior to that in which the aids are payable. For purposes 
of disparity reduction aid only, total gross taxes shall be reduced by the 
taxes levied for any school district referendum levies authorized pursuant 
to section 124A.03, subdivision 2. and anv school district debt lei•ies 
authorized pursuant to section 475 .61. Gross taxes levied cannot be less 
than zero. 

(i) "Income maintenance aids" means: 

( J) medical assistance under sections 256B.041, subdivision 5, and 
2568./9, subdivision I; 

(2) preadmission screening and alternative care grants under section 
2568.091, subdivision 8; 

(3) general assistance, and work readiness under section 256D.03, sub­
division 2; 

(4) general assistance medical care under section 256D.03, subdivision 
6; 

(5) aid to families with dependent children under section 256.82, sub­
division 1. including emergency assistance under section 256.871, sub­
division 6; and funeral expense payments under section 256.935, subdivision 
I; and 

/6) supplemental aid under section 256D.36, subdirision I. 

Subd. 2. [TRANSITION AID.] (a) Transition aid/or each unique taxing 
jurisdiction for taxes payable in 1990 equals the total gross taxes lei•ied 
on all properties, minus the unique taxing jurisdiction's subtraction factor. 
Transition aid cannot be less than zero. The transition aid so determined 
for school districts for purposes of general education and transportation 
levies shall be multiplied by the ratio of the adjusted gross tax capacity 
based upon the 1988 adjusted gross tax capacitv to the estimated 1987 
adjusted gross tax capacity based upon the 1987 adjusted assessed value. 
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Each county assessor and the city assessors of Minneapolis, Duluth, and 
St. Cloud shall furnish the commissioner of revenue with the 1988 market 
values for taxes payable in 1989 for any new classes of property established 
in this article. The commissioner shall use those values, and estimate values 
where needed, in developing the 1988 tax capacity for each unique taxing 
jurisdiction under this section. 

(bl( 1) The transition aid is allocated to each local government levying 
taxes in the unique taxing jurisdiction in the proportion that the local 
government's gross taxes bears to the total gross taxes levied within the 
unique taxing jurisdiction. 

(2/ If a local government's total tax capacity rate for al/funds for taxes 
payable in 1989 varies within the area in which it exercises taxing author­
ity, the local government's allocated transition aid must be further allo­
cated between the part of its levy in respect to which the tax capacity rate 
is constant throughout the area in which it exercises taxing authority and 
the part of its levy in respect to which the tax capacity rate varies through­
out the area in which it exercises taxing authority. 

(c) In /991 and subsequent years, a local government shall receive 
transition aid equal to that it received in /990 subject to the requirement 
of the last sentence of subdivision 6. 

( d) The difference between (I) the income maintenance aids payable to 
a county and (2/ the income maintenance aids that would be payable to 
the county pursuant to the rates in effect for calendar year 1989 shall be 
reduced by the sum of the amount of transition aid a county receives under 
this subdivision for all unique taxing jurisdictions located within its bor­
ders. The reduction must not reduce the difference to less than zero. The 
reduction shall be prorated among all payments of the increased income 
maintenance aids so that each payment is reduced by an equal percentage 
amount. The commissioner of revenue shall certify each county's transition 
aid to the commissioner of human services for purposes of this adjustment. 

Subd. 3. [DISPARITY REDUCTION AID.] (a) For taxes payable in 
1989, a disparity reduction aid shall be calculated for each unique taxing 
jurisdiction. The aid is the greater of: 

/1) the difference between (i) the total 1988 gross tax payable on all 
taxable property within the unique taxing jurisdiction, and (ii) the gross 
tax capacity of the unique taxing jurisdiction; or 

(2) 20 percent of the difference between (i) the 1988 gross tax of the 
city or township, and (ii) 23 percent of the city's or township's gross tax 
capacity. 

In no case can the aid be less than $0. 

(b/ The disparity reduction aid is allocated to each local government 
levying taxes in the unique taxing jurisdiction in the proportion that the 
local government's payable gross taxes bears to the total payable gross 
taxes levied within the unique taxing jurisdiction. 

(c/ In 1990 and subsequent years, a local government shall receive 
disparity reduction aid equal to that it received in 1989. 

Subd. 4. [DISPARITY REDUCTION CREDIT.] (a/ Beginning with taxes 
payable in 1989, class 4a, class 3a, and class 3b property located in a 



93RDDAYJ MONDAY, APRIL 25, 1988 8551 

border city enterprise zone designated pursuant to section 469.168, sub­
division 4, located in cities with a population greater than 2,500 and less 
than 35,000 according to the /980 decennial census which are adjacent 
to cities in another state or immediately adjacent to a city adjacent to a 
city in another state qualify for disparity reduction credits, if the adjacent 
city in the other state has a population of greater than 5,000 and less than 
75,000. The credit is an amount sufficient to reduce (i) the taxes levied 
on class 4a property to three percent of the property's market value and 
(ii) the tax on class 3a and class 3b property to 3.3 percent of market 
value. 

(b) The county auditor shall annually certify the costs of the credits to 
the department of revenue. The department shall reimburse local govern­
ments for the property taxes foregone as the result of the credits in pro­
portion to their total levies. 

Subd. 5. [HOMESTEAD AND AGRICULTURAL CREDIT GUAR­
ANTEE.] Beginning with taxes payable in /990, each unique taxing juris­
diction may receive additional homestead and agricultural credit payments. 

(I) Each year, the commissioner shall certify to the county auditor the 
total education aids paid under chapters 124 and 124A, transition aid and 
disparity reduction aid paid under section 273./398, local government 
aid to cities, counties, and towns paid under chapter 477A, and income 
maintenance aid paid to counties for each taxing jurisdiction. The county 
auditor shall apportion each local government's aids to the unique taxing 
jurisdiction based upon the proportion that the unique taxing jurisdiction's 
tax capacity bears to the total tax capacity of the local government. 

(2) Each year, the county auditor will compute a gross tax capacity rate 
for each taxing jurisdiction equal to its total levy divided by its gross tax 
capacity. For each unique taxing jurisdiction, a total gross tax capacity 
rate will be determined. This total gross tax capacity rate will be applied 
against the gross tax capacity of each property that would have been 
eligible for the homestead credit or the agricultural credit for taxes payable 
in /989. A credit amount will be determined for each parcel based upon 
the credit rate structure in effect for taxes payable in /989. The resulting 
credit amounts will be summed for all parcels in the unique taxing jurisdiction. 

If the amount determined in clause (2) is greater than the amount deter­
mined in clause (I), the difference will be additional homestead and agri­
cultural credit payments for the unique taxing jurisdiction. The additional 
credit amount shall proportionately reduce the tax capacity rates of all 
local governments levying taxes within the unique taxing jurisdiction. The 
county auditor shall certify the amounts of all additional credits deter­
mined under this section in a form prescribed by the commissioner. 

Subd. 6. [PAYMENT.] The commissioner shall certify the aids provided 
in subdivisions 2 and 3 before September 30 of the year preceding the 
distribution year to the county auditor of the affected local government 
and pay them and the credit reimbursements to local governments other 
than school districts at the times provided in section 477 A.OJ 5 for payment 
of local government aid to taxing jurisdictions. Aids and credit reimburse­
ments to school districts must be certified to the commissioner of education 
and paid under section 273 .I 392. Payment shall not be made to any taxing 
jurisdiction that has ceased to levy a property tax nor shall transition aid 
be payable on the part of a levy to which transition aid was separately 
allocated under subdivision 2, paragraph (b). clause (2) which is no longer 
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levied. 

Subd. 7. [APPROPRIATION.] An amount sufficient to pay the aids and 
credits provided under this section is annually appropriated from the gen­
eral fund to the commissioner of revenue. 

Sec. 27. Minnesota Statutes 1987 Supplement, section 273. I 65, sub­
division 2, is amended to read: 

Subd. 2. [IRON ORE.] Unmined iron ore included in class 5, paragraph 
(b), must be assessed with and as a part of the real estate in which it is 
located, but at lfte fftle its gross tax capacity would be as established in 
section 273.13, subdivision~ 31. The real estate in which iron ore is 
located, other than the ore, must be classified and assessed in accordance 
with the provisions of the appropriate classes. In assessing any tract or lot 
of real estate in which iron ore is known to exist, the assessable value of 
the ore exclusive of the land in which it is located, and the assessable value 
of the land exclusive of the ore must be determined and set down separately 
and the aggregate of the two must be assessed against the tract or lot. 

Sec. 28. Minnesota Statutes 1987 Supplement, section 273.37, subdi­
vision 2, is amended to read: 

Subd. 2. Transmission lines of less than 69 kv, transmission lines of 69 
kv and above located in an unorganized township, and distribution lines, 
and equipment attached thereto, having a fixed situs outside the corporate 
limits of cities except distribution lines taxed as provided in sections 273.40 
and 273.41, shall be listed with and assessed by the commissioner of 
revenue in the county where situated. The commissioner shall assess such 
property at the percentage of market value fixed by law; and, on or before 
the 15th day of November, shall certify to the auditor of each county in 
which such property is located the amount of the assessment made against 
each company and person owning such property. 

Sec. 29. Minnesota Statutes I 986, section 273 .40, is amended to read: 

273.40 [ANNUAL TAX ON COOPERATIVE ASSOCIATIONS.] 

Cooperative associations organized under the provisions of Laws 1923, 
chapter 326, and laws amendatory thereof and laws supplemental thereto, 
and engaged in electrical heat, light or power business upon a mutual, 
nonprofit, and cooperative plan in rural areas, as hereinafter defined, are 
hereby recognized as quasi-public in their nature and purposes; but such 
cooperative associations, which operate within the corporate limits of any 
city shall be assesses ell lfte l,asi,; ef ~ pereeft! have a tax capacity of the 
market value of that portion of its property located within the corporate 
limits of any city as provided for in section 273.13, subdivisions 24 and 
3/. 

Sec. 30. [275.065] [PROPOSED PROPERTY TAXES; NOTICE.] 

Subdivision I. [PROPOSED LEVY.] On or before August I, each taxing 
authority shall adopt a proposed budget and certify to the county auditor 
the proposed property tax levy for taxes payable in the following year. For 
purposes of this section, "taxing authority" shall include all home rule 
and statutory cities with a population of over 2,500, counties, school 
districts, the metropolitan council, and the metropolitan regional transit 
commission. 

Subd. 2. [TAX RATE COMPUTATIONS.] (a) The county auditor shall 
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compute each taxing authority's tax capacity rate that when applied to the 
net tax capacity of the taxing district as of January 2 of the current year, 
excluding new construction, additions to structures, or property added to 
or deleted from the assessment rolls since the previous year's assessment, 
yields the taxing authority the same levy as the taxing authority levied the 
previous year. This tax capacity rate is the "no-increase tax rate." 

(b) The county auditor shall compute a tax capacity rate that when 
applied to the net tax capacity of the taxing authority as of January 2 of 
the current year, including new construction, additions to structures, or 
property added to or deleted from the assessment rolls since the previous 
year's assessment, yields the authority's proposed levy for taxes levied in 
the current year. This tax capacity rate is the "proposed tax rate." 

( c) The county auditor shall notify the taxing authority of its no-increase 
tax capacity rate and its proposed tax capacity rate on or before August 
8. The taxing authority may amend its proposed levy but must certifv to 
the county auditor by August 15 its final proposed levy and the date the 
taxing authority will hold a public hearing to adopt its budget and property 
tax levy. 

(d) The county auditor shall recompute the taxing authority's proposed 
tax capacity rate to reflect any adjustments made by the taxing authority 
under paragraph (c), and notifv the taxing authority of the proposed tax 
capacity rate and the percent, if any, by which the recomputed proposed 
tax capacity rate exceeds the no-increase tax capacity rate. That percent 
is the percentage increase in property taxes proposed by the taxing authority. 

Subd. 3. [NOTICE OF PROPOSED PROPERTY TAXES.] ( a) If there is 
a percentage increase in property taxes proposed by the taxing authority, 
on or before September I 5, the county auditor shall compute for each 
parcel of property on the assessment rolls within the taxing authority the 
proposed property tax for taxes levied in the current year. In the case of 
cities under 2,500 population. and all special taxing districts except the 
metropolitan council and the metropolitan regional transit commission. 
the auditor shall use the taxing district's previous year tax capacity rate 
for use in computing the total property tax. The county auditor shall 
prepare and deliver by first class mail to each taxpayer at the address 
listed on the city's current year's assessment roll, a notice of the taxpayer's 
proposed property taxes. 

(b) The commissioner of revenue shall prescribe the form of the notice. 

(c) A notice in subsrantialfr the following form shall be sufficient. 

NOTICE OF PROPOSED PROPERTY TAXES 

DO NOT PAY - THIS JS NOT A BILL 

This notice shows the amount your next property tax bill will be if proposed 
budgets are approved by the local government districts you live in. It also 
shows the amount of your next property tax bill if the local gm·ernment 
districts you live in do not change their budgets from this year. 

Name of Description Marker value Class of 
property of propertr of property property 
owner 
John Q. 
and Mary 

Lot I, 
Block I 

$65,000 residential 
homestead 
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Based on their proposed budgets, next year the governing bodies of the 
county, city, school district, and special tax districts you live in are pro­
posing to collect from you the amount of property tax shown below. At the 
meetings listed below, the governing bodies will discuss and vote on the 
amount of their budgets for next year. The larger the amount of the budget, 
the more property tax you will pay. You can attend the meetings and express 
your opinions about the amount of the budget before the budget is voted 
on. 

These local 
governments 
collect 
property tax 
from you 

County: Spruce 

City or Town: 
Middletown 

Amount of 
your tax 
next year 
if they 
do not 
change 
their 
budgets 
from 
this 
year 

$218.55 

$168.63 

Public School: Ind. Dist. 123 
set by school $47.56 
board 

set by state law $300.00 

Special Tax Districts 
Metropolitan $25.00 
Council 

Metropolitan 
Regional Transit 
Board 

$10.00 

Amount of 
your tax 
next year 
if they 
adopt 
their 
proposed 
budgets 

$257.75 

$184.09 

$146.88 

$300.00 

$50.00 

$12 .00 

Time and 
place of 
meetings on 
proposed 
budgets 

September 1, 
1988, 7:30 pm 
Room 123, 
Spruce 
Co. Courthouse 

October 1, 1988, 
8:00 pm 
Middletown 
Town Hall 

September 25, 
1988, 

Cafeteria, 
Middletown 
Town Hall 

October 5, 
1988, 3:00 pm 
Board Room, 
Tri-County 
Hospital 

October 12, 
1988, 6:00 pm 
Common Room, 
Tri-County 
Library 
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Tax before State 
payments: $769.74 $950.72 

Payments by 
State: ( subtract: $215 .00) ( subtract: $235 .00) 

Your tax if budget is not changed: $554. 74 

Your tax if proposed budget is adopted: $715 .72 

Subd. 4. [COSTS.] The taxing authoritv shall pay the count_v for the 
reasonable cost of the county auditor's services and for the costs of pre­
paring and mailing the notice required in this section. 

Subd. 5. [PUBLIC ADVERTISEMENT.] (a) On or before September 
15, the taxing authority shall advertise in a qualified newspaper a notice 
of its intent to adopt a budget and property tax levy at a public hearing. 

The advertisement must be no less than one-quarter page in size of a 
standard-size or a tabloid-size newspaper, and the headline in the adver­
tisement shall be in a type no smaller than 18 point. The advertisement 
must not be placed in the part of the newspaper where legal notices and 
classified advertisements appear. The advertisement must be published in 
a newspaper of general paid circulation in the city. Whenever possible, 
the advertisement must appear in a newSpaper that is published at least 
five days a week, unless the only newspaper in the city is published less 
than five days a week. The newspaper selected must be one of general 
interest and readership in the community, and not one of limited subject 
matter. 

(b) If the taxing authority proposes a percentage increase in property 
taxes, the advertisement must be in the following form: 

"NOTICE OF TAX INCREASE 

The ..... (name of taxing authority) .. 
a measure to increase its property ta.x levy by . 
over no-increase rate) . . . . percent. 

. has tentatively adopted 
.... (percentage of increase 

All concerned citizens are invited to attend a public hearing on the tax 
increase to be held on ..... (date and time) . . at. . (meet-
ing place) .... 

A FINAL DECISION on the proposed tax increase and the budget will be 
made at this hearing." 

Subd. 6. [PUBLIC HEARING; ADOPTION OF BUDGET AND LEVY.] 
Prior to October 25. the governing body of the city shall hold a public hear­
ing to adopt its final budget and property tax /ei·yfor taxes payable in the 
following year. The hearing must be held not less than two days or more than 
five days after the day the notice is first published. 

At the hearing the taxing authority may amend the proposed budget and 
property tax levy and must adopt a final budget and property tax lei·y. The 
property tax levy adopted may not exceed the final proposed levy deter­
mined under subdivision 2, paragraph ( c). 

At the hearing the percentage increase in property taxes proposed by the 
taxing authority, if any. and the specific purposes for which property tax 
revenues are being increased must be discussed. During the discussion, the 
governing body shall hear comments regarding a proposed increase and 
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explain the reasons for the proposed increase. The public shall be allowed 
to speak and to ask questions prior to adoption of any measures by the gov­
erning body. The governing body shall adopt its final property tax levy prior 
to adopting its final budget. 

The hearing must be held after 5 :00 p.m. if scheduled on a day other than 
Saturday. No hearing may be held on a Sunday. The school board and county 
board shall not schedule public meetings on days scheduled for the hearing 
by the governing body of the city. 

If the hearing is recessed, the taxing authority shall publish a notice in a 
qualified newspaper of general paid circulation in the city. The notice must 
state the time and place for the continuation of the hearing and must be pub­
lished at least two days but not more than five days prior to the date the 
hearing will be continued. 

Subd. 7. [CERTIFICATION OF COMPLIANCE.] At the time the taxing 
authority certifies its tax levy under section 275 .07, it shall certify lo the 
commissioner of revenue its compliance with this section. The certification 
must contain copies of the advertisement required under subdivision 5, the 
resolution adopting the final property tax levy under subdivision 6, and any 
other information required by the commissioner of revenue. If the commis­
sioner determines that the taxing authority has/ailed to substantially com­
ply with the requirements of this section, the commissioner of revenue shall 
notify the county auditor. When fixing rates under section 275 .08 for a tax­
ing authority that has not complied with this section, the county auditor must 
use the no-increase tax rate. 

Sec. 31. Minnesota Statutes 1987 Supplement, section 275.07, subdivi­
sion I, is amended to read: 

Subdivision 1. The taxes voted by cities flflft, towns, counties, school dis­
tricts, and special districts shall be certified by the proper authorities to the 
county auditor on or before October+f> 25 in each year. The taxes ffi-asekeel 
~ RHtS-t ee eertifieEI te the eeFRmissieH:eF a.f eEluealieA BY Oeteber .J.Q 
tfteacityeaF certified shall not be adjusted by the aid received under section 
273./398, subdivisions 2 and 3. If a city, town, county, school district, or 
special district fails to certify its levy by that date, its levy shall be the amount 
levied by it for the preceding year. If the local unit notifies the commissioner 
of revenue-, 0f the eBFAFftissiener 6f eElueafieH: ifi the ease et a se-keel Elistriet, 
before October +Q 25 of its inability to certify its levy by that date, and the 
commissioner is satisfied that the delay is unavoidable and is not due to the 
negligence of the local unit's officials or staff, the commissioner shall extend 
the time within which the local unit shall certify its levy up to 15 calendar 
days beyond the date of request for extension. l'ef .J-988 0Hly, Ike ea..,..,is 
s-i-eftef-fftftY ~ the eertifieatieR ttffie te ri-leYefRber 7-- tt tke requireFReRts 
et tlti-s sabai·,isiaa are fA<+. 

Sec. 32. Minnesota Statutes 1986, section 275 .07, is amended by adding 
a subdivision to read: 

Subd. 3. The county auditor shall adjust each local government's levy 
certified under subdivision 1 by the amount of transition aid certified by 
section 273 .1398, subdivision 2. If a local government's transition aid was 
further allocated between portions of its levy pursuant to section 273 .I 398, 
subdivision 2, paragraph (b)(2), the levy or fund to which the transition aid 
was allocated is the levy or Jund which must be adjusted. 

Sec. 33. Minnesota Statutes 1986, section 275.08, is amended by adding 
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a subdivision to read: 

Subd. la. For taxes payable in 1989, the county auditor shall compute 
the gross tax capacity for each parcel according to the rates specified in 
section 273.13. The gross tax capacity will be the appropriate rate multi­
plied by the parcel's market value. For taxes payable in 1990 and subsequent 
years, the county auditor shall compute the net tax capacity for each parcel 
according to the rates specified in section 273 .13. The net tax capacity will 
be the appropriate rate multiplied by the parcel's market value. 

Sec. 34. Minnesota Statutes 1986, section 275.08, is amended by adding 
a subdivision to read: 

Subd. 1 b. The amounts certified under section 275 .07 after adjustment 
under section 275 .07, subdivision 3 by an individual local government unit 
shall be divided by the total gross tax capacity of all taxable properties within 
the local government unit's taxing jurisdiction/or tax pa_vable in 1989 and 
by the total net tax capacity of all taxable properties within the local gov­
ernment unit's taxing jurisdiction, for taxes payable in 1990 and thereafter. 
The resulting ratio, the local government's tax capacity rate. multiplied by 
each property's gross tax capacity for taxes payable in 1989 and net tax 
capacity for taxes payable in 1990 and subsequent years shall be each prop­
erty's total tax for that local government unit before reduction by any credits. 

Sec. 35. Minnesota Statutes 1986, section 275.08, is amended by adding 
a subdivision to read: 

Subd. 1 c. After the tax capacity rate of a local government has been 
determined pursuant to subdivision 1 b, the auditor shall adjust the local 
government's tax capacity rate within each unique taxing jurisdiction as 
defined in section 273.1398, subdivision 1, in which the local government 
exercises taxing authority. The adjustment shall equal the unique taxing 
jurisdiction's disparity reduction aids allocated to the local government 
pursuant to section 273 .1398, subdivision 3 divided by the total tax capac­
ity of all taxable property within the unique taxing jurisdiction. The adjust­
ment shall reduce the tax capacity rate of the local government within the 
unique taxing jurisdiction/or which the adjustment was calculated. 

Sec. 36. [275.01 I] [MILL RATE LEVY LIMITATIONS; CONVERSION 
FROM MILLS TO DOLLARS.] 

Subdivision 1. The property tax levied for any purpose subject to a mill 
rate limitation imposed by statute or special law, excluding levies subject to 
mill rate limitations that use adjusted assessed ,,,a/ues determined b\' the 
commissioner of revenue under section 124.2131, must not exceed the fol­
lowing amount/or the years specified: 

(a/for taxes payable in 1988, the product of the applicable mill rate lim­
itation imposed by statute or special law multiplied by the total assessed 
valuation of all taxable property subject to the tax as adjusted by the provi­
sions of Minnesota Statutes 1986. sections 272 .64; 273. 13, subdi,·ision 7a: 
and 275.49; 

(b)for taxes payable in 1989, the product of( 1) the propertv tax len· lim­
itationfor the taxes payable year /988 determined under clause (a) multi­
plied by (2) an index for market i·aluation changes equal to the assessment 
year 1988 total market valuation of all taxable propertv subject to the tax 
divided by the assessment year 1987 total market valuation of all taxable 
property subject to the tax; and 
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(c)for taxes payable in 1990 and subsequent years, the product of( 1) the 
property tax levy limitation for the previous year determined pursuant to 
this subdivision multiplied by /2) an index for market valuation changes equal 
to the total market valuation of all taxable property subject to the tax for the 
current assessment year divided by the total market valuation of all taxable 
property subject to the tax for the previous assessment year. 

For the purpose of determining the property tax levy limitation for the 
taxes payable year 1988 and subsequent years under this subdivision, "total 
market valuation" means the total market valuation of all taxable property 
subject to the tax without valuation adjustments for fiscal disparities ( chap­
ter473F), tax increment financing ( sections 469.174 to469.l 79), and high 
voltage transmission lines ( section 273.425 ). 

Subd. 2. A mill rate levy limitation imposed by statute or special law that 
is presently in effect, excluding those mill rate levy limitations that use adjusted 
assessed values determined by the commissioner of revenue under section 
124 .2131, shall be construed to allow no more and no less property taxes 
than the amount determined under this section. 

Subd. 3. [COUNTY CAPITAL IMPROVEMENT MILL LIMITS.] For 
purposes of determining the mill rate limits applicable to county capital 
improvement programs under section 373 .40, the mill rate limit applicable 
to the county must be divided by 0.45 and multiplied by the countys assessed 
value for taxes payable in 1988. The resulting dollar amount must be used 
in determining the limitation under the procedures provided by this section. 

Sec. 37. Minnesota Statutes 1987 Supplement, section 275.50, subdivi­
sion 2, is amended to read: 

Subd. 2. [GOVERNMENTAL SUBDIVISION.] (a) "Governmental sub­
division" means a county, a home rule charter city, or a statutory city, except 
a home rule charter or statutory city that has a population of less than 2,500 
according to the most recent federal census. 

(b) "Governmental subdivision" also includes any home rule charter or 
statu10ry city or town that receives a distribution from the taconite munici­
pal aid account in the levy year. 

Sec. 38. Minnesota Statutes 1987 Supplement, section 275.50, subdivi­
sion 5, is amended to read: 

Subd. 5. Notwithstanding any other law to the contrary for taxes levied in 
.J.9831988 payable in .J.9841989 and subsequent years, "special levies" means 
those portions of ad valorem taxes levied by governmental subdivisions to: 

fat satisfy jadgments ,ende,ed agai,tst the gevemmental subdi,·isien 1,.y 
a fflHft el' eempetent ju,isdielien ifl ai,y leF! aeti6ft, & 16 pay the eests el' 
selllements elltel'fflHf! agaiflslthe gevemmentel subdi,·isien iftalef! aetieR 
when substantiated 1,.y a stipuletien feF the dismissal el' the aetieR filed witi, 
the fflHft t>f eempelent ja,isdietien i1Rt! ~ l,y l,.eth !lte plaintiff an,! the 
legttl representati,·e efthe gevernmental subdivision, l,.ttt<ffllytetheel<tent 
el' the ine,eese in le,ry feF SH€h judgmenlS and eut el' fflHft selllements tWeF 

le,ry yea, -1-9-,{}, t<H<es pe) able ifl -i-9+l-t 
W pay the eests t>f eempl)·ing witl! ai,y wFillen lawful 0F<leF initiell) 

issuea fffi6F te Jenaal)' I, -1-9++, l,y the s!a!e of Minnesele, & the Yftite4 
States, ff ai,y agency er sabdi,·isien the,eef, whieh is autke,i,ed by law, 
Sfflfl:1-te, s-pee+a-1. aet 0f eFElieaeee fHffl. i5 eefeFeeable ffl a €6\:lfl ef eemf)etent 
juFisElieHen, 0f a-H-y stif)1:1leti0n egFeement 0f ~ fer tFeetment weffi-5 0f 
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Elispesal sysletft fef pellulieR abalement in ttett ef a lawM 8fEle, sigRee l>y 
the go , erRmeatal s1:1:hEli•risioa ftftft the ~ ef >.1inReseta, et= the ~ 
Stales;,0fi¼ftYageAeyer suhElivisioe tftefe0f whieliis eRfereeable iftae&Hfl 
ef eemi:,eteat jurisdiction. ~ eommissioner.ef re'.'ORl:le saaH tft eeRsuhe 
aeR WHft mkef SHHe 8e13aAftleets afKI ageReies. de¥elo13 a sHggesteB feffft 
fef use ey- the Sfflle ef Minneseta, tts ageReies atttl s1:1:hdivisi0ns ift ~ 
0fElefS 1n1rs1:1aet te tfttS st18di'.risieR; 

~pay~ eesm f0 a goveRnaental s1:1hdi11isieR f6f #teiF mini1m11e Fet]Hifed 
shareef ftft3/ r,rograffl otherwise euthori:2!ed ~ ffl-W fat= whieh mateftieg R:tftftS 
ftfl-Ye 9eeft ~f:lFOpriated 9:Y' the state ef >.1iRRCSOta 8f the Ymted States. 
eJrnhulieg the admieistrative ~ ef ~ assisutaee f'FBgmms, t-e t-he 
~ ef the isereese Ht kw;'- 6¥ef the &fflBHRt le¥tee fat= #te ffl€iH: share ef 
!he pregram fer lhe -..S payable yeaF -1-9+1-,- +his efflttSe sltall "l'!'lr 6ftly 
f0 these progfams er r,rojeets fef wmeli ffl&tehiRg fltftEl.s. ftfl-Ye eeeR aesf.g­
BftfeQ~ theSfftfeef >.Uenesota 0fthe~Sfft.tesoo 0f eefere Ser,tember 
-1, ef !he pre•deus yeBf aBtl 6ftly wi1ett lhe reeeipl ef lhese ma1ehing liffl<ls 
¥., eoRHRgest 1.tp8ft-the initiation er impleffieRtaHea eft-hej}f0jee,ter pFegFam 
8ltfiBg tl,e yeaF ift whielt lhe llH<eS &Fe pa)·able er lhese p,egrams er p,ojeels 
appFeve8 &y ~ eommissieReF; 

~ (a) pay the costs not reimbursed by the state or federal government, of 
payments made to or on behalf of recipients of aid under any public assis­
tance program authorized by law, and the costs of purchase or delivery of 
social services. Except for the costs of general assistance as defined in sec­
tion 256D.02, subdivision 4, general assistance medical care under section 
256D.03 and the costs of hospital care pursuant to section 261.21, the aggre­
gate amounts levied pursuant to this clause are subject to a maximum increase 
of 18 percent over the amount levied for these purposes in the previous year. 
Effective with taxes levied in 1989, the portion of this special levy for income 
maintenance programs identified in section 273 .I 398, subdivision I, para­
graph (i), is eliminated; 

W ( b) pay the costs of principal and interest on bonded indebtedness except 
on bonded indebtedness issued under section 4 71 . 981, subdivisions 4 to 4c 
or to reimburse for the amount of liquor store revenues used to pay the prin­
cipal and interest due in the year preceding the year for which the levy limit 
is calculated on municipal liquor store bonds; 

fB (c) pay the costs of principal and interest on certificates of indebted­
ness, except tax anticipation or aid anticipation certificates of indebtedness, 
issued for any corporate purpose except current expenses or funding an 
insufficiency in receipts from taxes or other sources or funding extraordi­
nary expenditures resulting from a public emergency; and to pay the cost for 
certificates of indebtedness issued pursuant to sections 298. 28 and 298. 282; 

f!ff ( d) fund the payments made to the Minnesota state armory building 
commission pursuant to section 193.145, subdivision 2. to retire the prin­
cipal and interest on armory construc.tion bonds; 

(flt ( e) provide for the bonded indebtedness portion of payments made to 
another political subdivision of the state of Minnesota; 

ti-) pay- ffte amottflts Feqt1iFeti t-e eompensate feF a EieeFease ffi ffi&nt:1fae 
IIIFetl ft8FII05 pFef'eFt~ ½al< reeeifltS ta lhe eli-lelll fflftl !he go,·e,Rmental sub­
Elivisien' s ~ ef tl,e !elal le¥'.J' HI tl,e - le¥'.J' year, f'UFSUant IO 
seeli6R 274. 19, subEli•,isien 8, as amendeEI. ffl less lha-n lhe Elis1Fibu1ien ef 
tho manu!iletureEI hemes lftl< te !he go•.-e,RmeRtal suhdi,-isieR pursuant IO 
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>.Unneseta Statutes -l-9e9-; seetieft 273 .13. subElivisien 3, +ft ealenElaF y-eM 
-W+½ 

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

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

fB fHlY #te ineFeaseEI eest ef FHURieipal services as #te feSttlt ef &B ttftfte¼­

&Heft 6f eenselidation erEiered ~ Hie >.tiRReseta fHHRieipal 008fa 9f:M eftl.y 
10 the ea<teftl .....i fef the le..y yea,s as p•e•lieee l>y the l>eafa ift its 6fllef 
pu,suaRI lo seetieft 414 .0 I, sueei,·isieR 1 ➔.-Sj,eci&l le-Ytes au1h0Fiaee l>y the 
l>eafash&H1t01~W pe,eeRt ef the!e..yHffliteaseef the ge·,,e,RFReRtal 
sueei,·isieR .....i FRey 1t01 be ift e#ee¼ fef fR0fe ffffllt ¼1,,ee yea,s &fief the 
bearB's et=aeF, 

fffl-) fNtY the iRereesed ~ef ffl.1:tAieipal sen ices prevideEI ta fteW~ 

i1tdustrial Etft6 nearesidential eeeunereial Sevelerimeet, te #te ~ ffliH 
t-he enteesian af saeh services afe ftef Jfftid f8f tftre1:1gh 98fffled iRElel:ltedeess 
et=~ assessmeets, tlftafteffe~#te amouet deterlflineElasfellows. 
+he go•,•erRfflCHtal sl:lbdivision Rtey eale1date #te aggregate eH 

f-B #te inerease8 en13eRditures Reeessary HI f)Feparation f.ef fftC Eleliverieg 
ef munieif)al services~ MW Jffi¥&kl iRSHstPial ftftQ R8RfesiSeRlial eefBfflep 
eiol ee·,el0pR1eRt, l!tll liffiilea 10 ooe ye&H e!ipeReitu,es """tfFRe fat, eaeh 
Stteft 8e 11elefJFF1eRt; 

(-2-:) ffte B.Rl8H:Rt SetefffliReS ~ SivieliRg t-he tweffl-ll l&¥f limitatieR esfftb­
fl-Sfiee pHPSHBRt te seetioRs ~ ffJ 2'7§. §6, &REI enelush•e ef ~ l&Y4es 
aftEi. ~ assessmeRts, lly tke teEa-1, ~ ¥&Hie ef the gevefftmeRtal 
s1:18SiYisi0R, &REI #teH FAHltiplyiRg tiffs ftHetieRt flffteS ffte tetal iRePease Ht 
assesses wkte ef ~ iRdHstPial aaEI RenPesiSential eeFAffiePeial de¥el­
epmettl~the geveFAFAeRtal su8Si•risiea. P01'ffteput=poseef$-iselftuse;. 
tfle inePease tR the assesses wkte ef fJff¥fHe inSHSIPial aaEI nenresiSeHtial 
eoFAmereial de•1elopFAent is eale1:dateS asffte iHerease iB assesses iLftl.ue&YeF 
!ho assessed -...!tie ef the ,ea! esta1e j>&F€effi sul,jeet 10 sue!,~ <le-Yel­
epmettl as mest ,eeeRlly eeteFRliRee t,oo,,e the auileiRg ['CffRit was issue&.­
IR the feufll> le..y year suesequeRt 10 the le..y yea, ift whieh the euileiRg 
j!effftH was isst!e<I-; !he iReFease iR assesses \'!HIie &{ the ,ea! est&le j>&F€effi 
sul,jeet ffl stteh ~ developmeHt Sfi-OH. R& leRge,r be inelHdeS Ht ~ 
FRiftiftg the speeial ~ 

'.fhe aggregate ef the fflregoing BfflOHRts, less &Rf eestS ef enteHding 
H11:1Hieipal serYiees ffitteW~ inS1:1strial &Rd RonresiSeRtial eOFAFAereial 
Eie•,•elepFReRI whieh .,.. !'fti<l l>y eeft8eEI iReee1eeRess 9f speeia! assess­
ftleftfS-;, eEfttfttS the maniFAHffl aFAOHRt that:fft&yt.ele¥ietlasa "'special I~ 
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fer the iRereesed et>Sts ef FRHRieipel ser, iees pre,·ided to ReW J>ft""le ~ 
ff'ial aH<I ReRresideRliel eeFRFRereial de. elepFReRI. !ft the le,;y yea, fellew--­
it>g the le,;y yea, m wltieh the ~ le,;y FRa<ie pursuaRt te this elause is 
dise0Rli1rned, eRe half sf the IIFR0tlRl sf tha! ~ le,;y FRa<ie m the pre-­
eediflg yea, she!-1 l,e atkled le the perFRaReRI le,;y base sf the geverRFReR!al 
suhdiYision; 

W reeeYer a less eF rehlnels iR ttttt- receipts iAeuFFeEI ifl nonspeeial le-Y-y­
fHR<ls resul!ing fr&IR ebeleFReRls 0f e6Hf! aeliett m the pre. ieus year ,...._ 
SOORt te seetieR 275. 48; 

W (h) pay amounts required by law to be paid to pay the interest on and to 
reduce the unfunded accrued liability of public pension funds in accordance 
with the actuarial standards and guidelines specified in sections 356.215 and 
356.216 reduced by 106 percent of the amount levied for that purpose in 
1976, payable in 1977. For the purpose of this special levy, the estimated 
receipts expected from the state of Minnesota pursuant to sections 69.011 to 
69.031 or any other state aid expressly intended for the support of public 
pension funds shall be considered as a deduction in determining the required 
levy for the normal costs of !he public pension funds. No amount of these 
aids shall be considered as a deduction in determining the governmental 
subdivision's required levy for the reduction of the unfunded accrued liabil­
ity of public pension funds; 

Wthe DFRBHRIS ellawed llfl<iefseetieR.J..74d+to establish aH<I admiRisler 
a eemfflttter ¥ftfl- flfogram; 

f<B l"'Y the oosts ef fiReReiel essisleRee te leeel ge,erRFReR!el 1'ftits &Ila 
eeff8i-fl e:dfflinistrati11,1e, eRgineering, ftft6 legal- e~EpeRses pursuant te haws 
+9+9,- ehapter ~ seetieR ~ 

~(i) to compensate fer re,•eRHe leS! as a reSHH of ebatemeRts 0f e6Hf! 
aeli0R pursuaet te seetiee 27(Ul7, ~ 0f ~ due le the state for the 
cost of a reassessment ordered by the commissioner of revenue pursuant to 
section 270. 16; 

W l"'Y the lelal eperatieg eest sf a eellHly jaH as eu1h0ri~ed HI seetieR 
a4 I .01. lftheeetHtly ge,ernFReRI HffffieeSthis~le¥y.theRaeyllFR0tlftl 
le¥ie<I l,y the eeHHty g0,·em1ReRI HI the preYiaus year fer eperelieg its eooety 
j&tt ftftQ iRelu.8e8 Ht tts previous ye&F!.s le¥Y limitation eemputed p1:1rsuant 
le seetieR ~ she!-1 be dedueted k-em the ettfFeflt le,;y li1Rilali0R; 

00 l"'Y the oosts ef i1Rple1ReRliRg seelie• 18.023, iReludi•g saRilelie• 
fHt6 reffirestetiee; 

W l"'Y the estimated eest f0f the felle•Ning eale•der yea, sf the eauRI)'' s 
share ef fHRdi•g the Mi••esele eeepereli•,·e seil ~ 

M ~ ~ eesls ef meetieg the pleRniRg FequiFements Of seetfflft 1151\. 46; 
tlte requiremeets ef seetieR 1 ISA.917; the pleRRiRg re1:1uiremeRts 6f the 
1Re!r0p01i1ae "'°8 edep!ed llfKief seetieR 473.149 aH<I eellftly master j>laRs 
edep!ed lHl<ler seetieR 4 73. 803; wasle reduelie• aH<I setlff-e seperelie• pre­
gr&FRS &11a faeilities; respeRse ee-li0Rs tha! are hneReed HI !"'ff l,y sef¥iee 
eherges llfKief seetieR 400,()& er I 15A.15, subdi•;isie• 6\ ele§IH'e &11a 
pestelesure e-ere sf a seM wast-e faeility elesea l,y 0fder ef the pellutieR 
eaft!ffil &geftey 0f l,y ""pirelieR ef aft &geftey j>t!fFRil l,efe,e JeRH9F)' I , -1-989\ 
ftR0 etlffeRt epeF&tiog &Rd- meieteR&Ree e9SlS ef a pu"'liely o•NRetl :i6H6 waste 
preeessi•g fuetlity fi•••eed with ge,terol ebligelien ooR<ls issue<! aftef a 
refereRdum eefere Mareh ~ +9-8&; 
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twtl'ftYthellftftll&I ~•inei~al ltfld fflleFest due en a leanfflatlelfft<ieFseeti<>n 
1 HiJ.37; 

W l"'Y the ftllflOO! ~Finei~al and iflleFest due en a lean ff0FA meney ,eeei•,•ecl 
fFefl! litigatisn or settleFAent sf allegecl ,•islatisns ef fecleFOI ~•trnle•FA ~Fie-­
mg regulafiens; ftft6 

m l"'Y the eesi,; ef esnst••eting f'l'bhe libFaFies. and 

(j) pay the debt service on tax increment financing revenue bonds to the 
extent that revenue lo pay the bonds or to maintain reserves for the bonds is 
insufficient as a result of the provisions of this article. 

Sec. 39. Minnesota Statutes 1986, section 275.51, subdivision 3f, is 
amended to read: 

Subd. 3f. [LEVY LIMIT BASE.] (a) The property tax levy limit base for 
governmental subdivisions fortaxes levied in -1-983 I 988 shall be eale•latecl 
by a<ltliBg the follewing aFAe•nts: equal to the total actual levy for taxes 
payable in 1988 plus the amount of any payments the governmental subdi­
vision was certified to receive in 1988 under sections477 A.OJ I 10477 A.014 
and minus any special levies claimed for taxes payable in 1988 pursuant to 
Laws 1987, chapter 268, article 5, section 12, subdivision 4, clauses (1 ), 
(2), (3), and (4). A county's levy limit base will be increased by the amount 
of any increase in its levy under section 134 .07 over that levied under sec­
tion 134.07 for taxes payable in 1988 which is required under Laws 1987, 
chapter 398, article 9, section 2. For governmental subdivisions located in 
the seven-county metropolitan area, the total actual levy for taxes payable 
in 1988 shall include the fiscal disparities distribution levy pursuant to 
Minnesota Statutes 1986, section 473F08, subdivision 7a. 

fB the p•e~••I)' ttH< pe,mittecl 18 be le¥ietl it, -1-98;! feF -.s payable m 
-l-9&l puFsuanl t<J Minnesela Slal•les 1-'llQ,seetieR 275.51, s•sai,•isisn:,.,, 
j>lus 

rn the ameunl ef ~- payFAeRIS the g0,·•••men1al suscli, isien was ett­
t-ifi.ea ~ reeewe ffl ~ 13ursuant ~ Mi1rnes0ta Statutes --t-9&±-;- seetians 
477A.Ql l 16 477A.Q3; j>lus 

Bf the ame•nt sf any payFAeRts ee,tifiecl tethe gs,ernmeolal s•bcli,•isieR 
it, -1-983 ~••••ant to Minnesela Stal•tes I-?&;!, seetieos ~ aoo 298. 282; 
j>lus 

(4j the cliffe,enee be!wee• the - eeflifiecl 16 the geve,omeotal sub­
clivisien it, .J.98J tlflcl the aFAeUA! eeflifiecl ift -W8<I ~•FS•a•I te se€tioo 273. 138; 
j>lus 

f.>-)any aFAe•nt le¥te<lasaspeeial assessmeot toee¥eFthe-efff!Uftie­
if,al e~erntieR all<i FAaintenanee aetiYities f-o, the tal<e5 pa) able yea, -1-983; 

""" f6, the aFAeuot ef "RY 1,ase aclj•stFAent authe,i,ecl by the eBffiffiissis•e• 
e.f re, enue pursuant te su~diYisien J.g-:-

(b) For taxes levied in -1-984 1989 and subsequent years, a governmental 
subdivision's levy limit base is equal to its adjusted levy limit base for the 
preceding year p,e,•iclecl ~ feF tal<e5 le¥ietl it, -1-984, the le-¥)' limit l>ase 
ef a €ffilftly eentainiog a eif)' ef the fifSt elass shall be iReFeasecl by the 
- l'fti<I 16 the OOilfH)' ltA<ieF seeti<>n 273 . 13 8 ift -1-984 less the -
!ltatwiHbel'fti<lteitltA<ieFseeti<>n 273 .138 ift~not including the adjust­
ment made under subdivision 3h, paragraph (c), plus for taxes levied in 1989 
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the administrative reimbursement aid received in 1988. 

tej +he jlF0jl0Fly l!H< le¥y ffiBil wse fe, et#es ltftti leWfts defined as a 
go•,eFRmeetttl saB8ivisieB ettly ¼tftt:lef seetieB 275.50, stthdi ;isioa ~ ~ 
gfftjlft tl>t; fef lal<eS le¥ie<I fll -1-989 shall be eale11la1ed 1,y a<ldiflg tl!e fellew­
-ift.g afflel:lats: 

fB the pFepet1~• ~ le¥ted ift ~ f0f t-H-eS J)aya'31e iR +988-, eneh1si'¥1e 
ef aay J.e.v.i.es. fef tlebt serviee; jHU-S 
~ the amouet ef &Rf f18YH10Rts the goveremental subdivision was ee,­

#Hea te t=eeei-v-e tft -l-98e f'HFSt:tant ~ }.4i1meseta Statutes l-9&§. Su13pleFHeet, 
seetions 177A.Qll te 477A.Q3; ftttiS" 

f3:} the aftlol:let af ~ payments eerHfied te H½e go¥emmental sul:1divisioe 
tn -1-989 jl11Fs11an1 lo Minnesota S1a1111es 1-'184, seetieB 298 .282, ltftti Mill­
HeSela S1a111tes 1-98-5 SlljljllemeAI, seelien 298.28; jl!tts 

f4, aay amouat ltwieaas a~ assessffleRt le e&Yefthe eests ef fflH-fl-ie­
icjllll OjleFalion and maielenanee ae1i,•i1ies fe, tl!e -.s l'"'.!'allle yeftf ~ 

l"ef lal<eS le¥ie<I fll -1-98+ ltftti s11bse~11enl j'0ftl'&; tl!e le¥y ffiBil "- ef a 
goveremental subdi•,isioR defiaed ool-y Ht seetieB 275.50, suhdivisieR i;. 
paragraph ~ ts eq-t:tal, te ffS adjusted lery Hmit base fat= the 1neeediag 
yeftf, 

Sec. 40. Minnesota Statutes 1987 Supplement, section 275.51, subdi­
vision 3h, is amended to read: 

Subd. 3h. [ADJUSTED LEVY LIMIT BASE.] For taxes levied in 1988 
and thereafter, the adjusted levy limit base is equal to the levy limit base 
computed pursuant to baws +98+; ftftiele §., seetieB H, e, subdivision 3f, 
increased by: 

(a) a percentage equal to tl!e re•seRlage !;ffiWt1t fll tl!e imrlieit jlfiee 
deflate,, 6f ~ four percent, whiel!e','Of io lessef for taxes levied in 1988 
and three percent for taxes levied in 1989 and subsequent years; and 

(b) a percentage equal to the greater of the percentage increases in 
population or in number of households, if any, for the most recent 12-month 
period for which data is available, using figures derived pursuant to sub­
division 6;. 

tej eRe half ef tl!e amoHet le¥ie<I as a~ le¥y fll tl!e jl£eYio11s yea, 
f.ef ~ #te eess ef muRieipal sefviees fJf0'li6e8 feBeW ~ iA0uslfiel 
ftfttl nonresidential eommereial Ele1.iel01nBeRt rn:1rseent ffi seetieB 275.SG, 
sHhdi•,isiee 5, elattse ffflr,- if tl!e ~ le¥y is diseeetie11ee; 

~ the &ftlOHRt ef ftftY f:"CFmenest increase ift #te le¥y-l-iffli-t &aSe epJ:'lfeved 
at a geeeFal 8f ~ eleetiee llel<i <kifiRg tl!e 12 meRlh jlOfioo eR<liRg 
Se13tem8er :;G ef #te ~ ye8f-;- 1n1rsuaat ffi seetieB 275.58, sel3divisions 

+ """ 2-t """ 
fetthe ameuRt, tfkeown, et}tiiH'ffithe e:ieerease tftfeaeml re1t1eeue Sftftfffl-g 

allelmenl ffem tl!e le¥y yeftf te tl!e yeftf fll whiel, tl!e le¥y is jlayable; 
other.vise the emouet eqHa:1- te ate- decrease ffl feaet:al Ftwenue Sftftfffl-g 
alletmenl ifl tl!e le¥y yeftf as eemrared te tl!e p,evio11s yeftf if tl!e le¥y 
base ffif the previoHs yeaF has ft0f lleeft a8j1::1ste6 f.ef a deerease ift feaet:al 
revenue sheFiag aHotmeet. 

For taxes levied in 1989 and subsequent years. to the resulting product 
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must be added the estimated reduction in a county's income maintenance 
aids as defined in section 273 .1398, subdivision 1, pursuant to section 
273 .1398, subdivision 2, paragraph ( d). The department of human services 
shall annually estimate the increase in income maintenance aids referred 
to in section 273.1398, subdivision 2, paragraph (d) and certify it by 
county to the department of revenue by July 15 of the levy year preceding 
that in which the aids are payable. If the actual increase in a county's 
income maintenance aid referred to in section 273.1398, subdivision 2, 
paragraph ( d) is less than or greater than the amount added to a county's 
adjusted levy limit base in the prior year, its adjusted levy limit base for 
the subsequent year will be increased or decreased by the appropriate 
amount. 

Sec. 41. Minnesota Statutes 1987 Supplement, section 275.51, subdi­
vision 3i, is amended to read: 

Subd. 3i. [LEVY LIMITATION.] The levy limitation for a governmental 
subdivision shall be equal to the adjusted levy limit base determined pur­
suant to subdivision 3h, reduced by 

W the ~ a1Heuet ef local government aid that the governmental sub­
division has been certified to receive pursuant to sections 4 77A.011 to 
477A.014t. 

fl},) taeeRite ates pursHant ffi seetions :!98-:-U afta 298.282 iReludiRg &R;'­
ai& ,eeei•,•eEl in tile~ yeaF whieh was ••~ui,eEl le ae ~ ift a 5j!eeial 
fUBd fef eX:pendit:uFe iR #te fteti sueeeedieg Yeaft 

t01 ~ FeimbHFsements fef 1Netlat1ds ftfte Hil#¥e ~ pFOf!Orty ~ 
eneH1ptiees purs1:mnt ffi seetiees 273 .11.S, s1:1bdh•ision :3, ilil-6 273. ll a, 
st:thdivisieH ~ tti-) 130,•ments ift Hett ef ~tao~· flliFst:tont ta seetien 
477A.12 whieh are •e~uiFeEl le ae uses le p,e,·iEle p,epeFI)' !!H< ~ Fe<iue­
tiee eeflifieEl le l,e jHlid ii, tile ealenElaF yea, ii, whieh pFepeFly IIHies are 
13ayol31e; anti tej po~ ments ff9lft tfle prneeeds ef ffl-e ttet pFeeeeds ~ tlfttlet: 
seetietl 298.918. H tile SUlft ef the taeanite ai&s EleElueleEl •*eeeEls file 
0Elj1:1sted ~ ffHH+ .ease, ffte ~ fftt:lSt ~ u-se6 ta fetit:tee ffie ameunts 
Je.¥tetl as 5j!eeial le¥i-es puFsuant te seetien 275.:SQ, s1:113di1-•isiens §. ftft6 +-: 
~ eemmissieneF e.f Fe\ enue SflilH ~ a ge1-•ernmentol sul3diYisien ef 
aey e,,eess taeaeite ai&s le ae uses 1e feEluee 5j!eeial le¥ie!r.-

As previded ifl. seetien 298.28, 0Re eeftt pet= tiHfft9le fftft ef ffie B:fHBURt 
distril3uted Ufl6eF seetiet, 298.28, sub8h•isieA 3-, paFBgropR fa-1. shaH ft&l 
l,e EleElueteEl fr01B tile ~ fffflit ~ ef the eeueties that reeei-¥e that ai<h 
+lte ,esullieg figuFe This amount is the amount of property taxes which a 
governmental subdivision may levy for all purposes other than those for 
which special levies and special assessments are made. 

l'aF IIHies le¥ie<I ift -1-98-7 ftfl8 suesequenl ye8fS-; tile~ fffflit feF a -r 
as ealeulete8 HBEleF pftfftgmph (et shall he deerease8 by ftfl a8ditieAal ftH½8tHtt 
e<jti811ethe ,eauetiee iHthe Elis1,ieutien letile€6Ufllyue<lefse€tiee 298 .28, 
ff9fB ffl-e +989 distributieR t:e #te +987 elistFihtttiee. 

Sec. 42. Minnesota Statutes 1986, section 275.51, is amended by adding 
a subdivision to read: 

Subd. 3j. [APPEALS.] A governmental subdivision subject to the limi­
tations in this section may appeal to the commissioner of revenue for an 
adjustment in its levy limit base under this section. If the governmental 
subdivision can provide evidence satisfactory to the commissioner that its 
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levy for taxes payable in 1988 had been reduced because it had made 
expenditures from reserve funds, the commissioner may permit the gov­
ernmental subdivision to increase its levy limit base under this section by 
the amount determined by the commissioner. The commissioner's decision 
is final. 

Sec. 43. Minnesota Statutes 1987 Supplement, section 276.04, is amended 
to read: 

276.04 [NOTICE OF RATES; PROPERTY TAX STATEMENTS.] 

Subdivision 1. [AUDITOR TO PUBLISH RATES.] On receiving the tax 
lists from the county auditor, the county treasurer shall, if directed by the 
county board, give three weeks' published notice in a newspaper specifying 
the rates of taxation for all general purposes and the amounts raised for 
each specific purpose. 

Subd. 2. [CONTENTS OF TAX STATEMENTS.] / a) The treasurer shall, 
whether or not directed by the county board, cause to be printed on all tax 
statements, or on an attachment, a tabulated statement of the dollar amount 
due to each taxing authority from the parcel of real property for which a 
particular tax statement is prepared. The dollar amounts due the county, 
township or municipality and school district shall must be separately stated 
911t. The amounts due other taxing districts, if any, may be aggregated. 
The dollar amounts, including the dollar amount of any special assessments, 
may be rounded to the nearest even whole dollar. For purposes of this 
section whole odd-numbered dollars may be adjusted to the next higher 
even-numbered dollar. The statement shall include the following sentence, 
printed in upper case letters in boldface print: "THE STATE OF MIN­
NESOTA DOES NOT RECEIVE ANY PROPERTY TAX REVENUES. 
THE STATE OF MINNESOTA REDUCES YOUR PROPERTY TAX BY 
PAYING CREDITS AND REIMBURSEMENTS TO LOCAL UNITS OF 
GOVERNMENT." 

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

(c) For taxes payable in 1990 and thereafter, real and personal property 
tax statements must contain (I) the property's market value, as defined in 
section 272.03, subdivision 8, /2) the net tax capacity rate applicable to 
the property's classification under section 273 .13, and the product of /1) 
and /2), the property's initial tax. The statement must show the difference 
between a property's gross tax capacity and net tax capacity multiplied 
by the tax capacity rate as "state paid homestead and agricultural credit." 
The statement must also show the decrease in tax attributable to that 
portion of the sum of the following aids attributable to the property as 
"state paid tax relief': (i) education aids payable under chapters 124 and 
124A, (ii) local government aid for cities, towns, and counties under chap­
ter 477A, (iii) disparity reduction aid paid under section 273.1398, and 
(iv) income maintenance aids as defined in section 273.1398, subdivision 
1, paragraph (i). The commissioner of revenue shall certify to the county 
auditor the actual or estimated aids local governments will receive in the 
following year. 

(d) For taxes payable in 1989 only, the statement must show the property's 
market value, as defined in section 272 .03, subdivision 8, and the amount 
attributable to section 273.13, subdivisions 22 and 23 as "state paid 
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homestead credit" and the amount attributable to section 273 .132 as "state 
paid agricultural credit." The statement must also show the decrease in 
tax attributable to that portion of the sum of the following aids attributable 
to the property as "state paid tax relief': (i) education aids under chapters 
124 and 124A, (ii) local government aid for cities, towns, and counties 
under chapter477A, and (iii) disparity reduction aid under section 273./398. 
The commissioner of revenue shall certify to the county auditor the actual 
or estimated aids local governments will receive in the following year. 

Subd. 3. [MAILING OF TAX STATEMENTS.] The county treasurer shall 
mail to taxpayers statements of their personal property taxes due, sool½ 
s!alemenls ta t,e fflftiletl not later than February 15 f, except in the case of 
manufactured homes and sectional structures taxed as personal propertyh, 
Statements of the real property taxes due shall be mailed not later than 
January 31·; p•e¥i<leEI, fflat. The validity of the tax shall not be affected by 
failure of the treasurer to mail sool½ the statement. The taxpayer is defined 
as the owner who is responsible for the payment of the tax. Sttelt ,ea! an<! 
13ers0Hal f1F0f'6f1) ~ statemeRts s-hal-l eoeteiR the fft8flEet ¥fl-I.Be, as defined 
fftseeff.eft,272.Q3, Sti8divisieA 8,-ttSeaffldeterminiRgthe~+hc stateH1eRt 
shaH 5fl&W the amount auributaBle t& the decrease ff¼ ta¼ tlft6ef seetteB 
275.()82 al!FieH!aele t& Minnesola S!aMes +98e, see1ion 124.2137 as~ 
f)ftitl agrieHIHual efetltt amount'' aftdthe a1B01:1et auributable t&the deerease 
Ht~ tiftElef seeti-eft 27S.Q82 auribHtal31e fe P.4inHesete StatHtes -l-9Se-;- see-­
lien 273. l:l, sHl!EliYisiens 22 an<I ~ &S ~ jl&i<l l!omesleaEI eretlit ameHnl." 
+l>e slalemenl flffiSt state too Bffl0HHI <leEIHele<I tlfl<lef seaK>H 27:l .1195 8116 
iEleRtify *as~ fl&KI &fftftH. 13HsiRess treHsHieH eFedit. •• 

Subd. 4. [COLLECTION SITE.] If so directed by the county board, the 
treasurer shall visit places in the county as the treasurer deems expedient 
for the purpose of receiving taxes and the county board is authorized to 
pay the expenses of such visits and of preparing duplicate tax lists. Failure 
to mail the tax statement shall not be deemed a material defect to affect 
the validity of any judgment and sale for delinquent taxes. 

Sec. 44. Minnesota Statutes 1987 Supplement, section 276.06, is amended 
to read: 

276.06 [TAX STATEMENTS TO STATE APPORTIONMENT OF TAXES.] 

The treasurer of each county may cause to be printed. stamped. or written 
on the back of all current tax statements, or on a separate sheet or card to 
be furnished with the statements, a statement showing the HHRlee, ei fAi.lls 
tax capacity rate of the current tax apportioned to the state, county, city, 
town, or school district. 

Sec. 45. Minnesota Statutes 1986, section 298.28, subdivision 6, is 
amended to read: 

Subd. 6. [PROPERTY TAX RELIEF.] (a) 22 12 cents per taxable ton, 
less any amount required to be distributed under paragraphs (b) and ( c), 
must be allocated to St. Louis county acting as the counties' fiscal agent, 
to be distributed as provided in sections 273.134 to 273.136. 

(b) If an electric power plant owned by and providing the primary source 
of power for a taxpayer mining and concentrating taconite is located in a 
county other than the county in which the mining and the concentrating 
processes are conducted, .1875 cent per taxable ton of the tax imposed and 
collected from such taxpayer shall be paid to the county. 
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(c) If an electric power plant owned by and providing the primary source 
of power for a taxpayer mining and concentrating taconite is located in a 
school district other than a school district in which the mining and con­
centrating processes are conducted, .5625 cent per taxable ton of the tax 
imposed and collected from the taxpayer shall be paid to the school district. 

Sec. 46. [TAX INCREMENT ADJUSTMENT.] 

The county auditor shall determine a tax increment district's original 
tax capacity by multiplying the district's market values by class in the year 
of original certification or year of certification for any modification, as 
the case may be, by the tax capacity rates in section 273.13. The original 
tax capacity of an economic development district shall also be inflated to 
reflect the annual adjustment required by section 469.177 for prior years. 
The original tax capacities of the districts under this section shall be 
certified to authorities by July 1, 1988. 

Sec. 47. Minnesota Statutes 1987 Supplement, section 473.446, sub­
division 1, is amended to read: 

Subdivision I. [TAXATION WITHIN TRANSIT TAXING DISTRICT.] 
For the purposes of sections 473.401 to 473.451 and the metropolitan transit 
system, except as otherwise provided in this subdivision the regional transit 
board shall levy each year upon all taxable property within the metropolitan 
transit taxing district, defined in subdivision 2, a transit tax consisting of: 

(a) an amount up to two mills times the assessed value of all such 
property, based upon the level of transit service provided for the property, 
the proceeds of which shall be used for payment of the expenses of operating 
transit and paratransit service and to provide for payment of obligations 
issued by the commission under section 473.436, subdivision 6; 

(b) an additional amount, if any, as the board determines to be necessary 
to provide for the full and timely payment of its certificates of indebtedness 
and other obligations outstanding on July I, 1985, to which property taxes 
under this section have been pledged; and 

( c) an additional amount necessary to provide full and timely payment 
of certificates of indebtedness, bonds, including refunding bonds or other 
obligations issued or to be issued under section 473.39 by the council for 
purposes of acquisition and betterment of property and other improvements 
of a capital nature and to which the council or board has specifically pledged 
tax levies under this clause. 

The county auditor shall reduce the tax levied pursuant to this subdivision 
on all property within statutory and home rule charter cities and towns that 
receive full peak service and limited off-peak service by an amount equal 
to the tax levy that would be produced by applying a rate of 0.5 mills on 
the property. The county auditor shall reduce the tax levied pursuant to 
this subdivision on all property within statutory and home rule charter 
cities and towns that receive limited peak service by an amount equal to 
the tax levy that would be produced by applying a rate of 0. 75 mills on 
the property. The amounts so computed by the county auditor shall be 
submitted to the commissioner of revenue as part of the abstracts of tax 
lists required to be filed with the commissioner under section 275.29. Any 
prior year adjustments shall also be certified in the abstracts of tax lists. 
The commissioner shall review the certifications to determine their accu­
racy and may make changes in the certification as necessary or return a 
certification to the county auditor for corrections. The commissioner shall 
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pay to the regional transit board the amounts certified by the county auditors 
on the dates provided in section 273.1394 273.1398. There is annually 
appropriated from the general fund in the state treasury to the department 
of revenue the amounts necessary to make these payments in fiscal year 
I 987 and thereafter. 

For the purposes of this subdivision, "full peak and limited off-peak 
service" means peak period regular route service, plus weekday midday 
regular route service at intervals longer than 60 minutes on the route with 
the greatest frequency; and "limited peak period service" means peak 
period regular route service only. 

Sec. 48. Minnesota Statutes 1987 Supplement, section 473F.02, subdi­
vision 4, is amended to read: 

Subd. 4. "Residential property" means the following categories of prop­
erty, as defined in section 273.13, excluding that portion of such property 
exempt from taxation pursuant to section 272.02: 

(a) Class I, 1 b, 2a, 4a, 4b, 4c, and 4d property except resorts and property 
classified under section 273 .13, subdivision 25, paragraph (c/, clause (6/; 

(b) and that portion of class 3a, 3b, and 5 property used exclusively for 
residential occupancy. 

Sec. 49. Minnesota Statutes 1986, section 473F.02, is amended by adding 
a subdivision to read: 

Subd. 23. "Gross tax capacity" means the market value of real and 
personal property multiplied by its gross tax capacity rates in section 
273.13. 

Sec. 50. Minnesota Statutes 1987 Supplement, section 473F.05, is amended 
to read: 

473F.05 [ASSESSED VALUATIO~I GROSS TAX CAPACJTY;~ 1988 
AND SUBSEQUENT YEARS.] 

On or before November 20 of~ 1988 and each subsequent year, the 
assessors within each county in the area shall determine and certify to the 
county auditor the assessed val1:1atien gross tax capacity in that year of 
commercial-industrial property subject to taxation within each municipality 
in the county, determined without regard to section 469.177. subdivision 
3. 

Sec. 51. Minnesota Statutes 1987 Supplement, section 473F.06. is amended 
to read: 

473F.06 [INCREASE IN ASSESSED VALUATIO~I GROSS TAX 
CAPACJTY.] 

On or before September I of 1976 and each subsequent year. the auditor 
of each county in the area shall determine the amount. if any, by which 
the assesse6 ,,ahtBtieH: gross tax capacity determined in the preceding year 
pursuant to section 473F.05, of commercial-industrial property subject to 
taxation within each municipality in the auditor's county exceeds the assessetl 
vahtBtien gross tax capacity in 197 I of commercial-industrial property 
subject to taxation within that municipality. If a municipality is located in 
two or more counties within the area, the auditors of those counties shall 
certify the data required by section 473F.05 to the county auditor who is 
responsible under other provisions of law for allocating the levies of that 
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municipality between or among the affected counties. That county auditor 
shall determine the amount of the net excess, if any, for the municipality 
under this section, and certify that amount under section 473E07. Not­
withstanding any other provision of sections 473E0I to 473El3 to the 
contrary, in the case of a municipality which is designated on July 24, 
1971, as a redevelopment area pursuant to section 40 I (a)( 4) of the Public 
Works and Economic Development Act of 1965, Public Law Number 89-
136, the increase in its assessed Yah1atien gross tax capacity of commercial­
industrial property for purposes of this section shall be determined in each 
year subsequent to the termination of such designation by using as a base 
the assesses vah:1aHeR gross tax capacity of commercial-industrial property 
in that municipality in the year following that in which such designation 
is terminated, rather than the assessed ·,alHa!ien gross tax capacity of such 
property in 1971. The increase in assessed ,•alHalien gross tax capacity 
determined by this section shall be reduced by the amount of any decreases 
in the assesseEI vah1:atieR gross tax capacity of commercial-industrial prop­
erty resulting from any court decisions, court related stipulation agree­
ments, or abatements for a prior year, and only in the amount of such 
decreases made during the 12-month period ending on June 30 of the 
current assessment year, where such decreases, if originally reflected in 
the determination of a prior year's Ya!Hatien gross tax capacity under 
section 473E05, would have resulted in a smaller contribution from the 
municipality in that year. An adjustment for such decreases shall be made 
only if the municipality made a contribution in a prior year based on the 
higher YOIHalien gross tax capacity of the commercial-industrial property. 

Sec. 52. Minnesota Statutes 1987 Supplement, section 473E07, subdi­
vision 1, is amended to read: 

Subdivision 1. Each county auditor shall certify the determinations pur­
suant to sections 473E05 and 473E06 to the administrative auditor on or 
before November 20 of each year. The administrative auditor shall deter­
mine the sum of the amounts certified pursuant to section 473E06, and 
divide that sum by 2-1/2. The resulting amount shall be known as the 
"areawide gross tax base capacity for ....... (year)." 

Sec. 53. Minnesota Statutes 1986, section 473E07, subdivision 4, is 
amended to read: 

Subd. 4. The administrative auditor shall determine the proportion which 
the index of each municipality bears to the sum of the indices of all munici­
palities and shall then multiply this proportion in the case of each munici­
pality, by the areawide gross tax base capacity. 

Sec. 54. Minnesota Statutes 1986, section 4 73E07, subdivision 5, is 
amended to read: 

Subd. 5. The product of the multiplication prescribed by subdivision 4 
shall be known as the "areawide gross tax base capacity for ....... (year) 
attributable to ............ (municipality)." The administrative auditor 
shall certify such product to the auditor of the county in which the munici­
pality is located on or before November 25. 

Sec. 55. Minnesota Statutes 1986, section 473E08, subdivision I, is 
amended to read: 

Subdivision I. The county auditor shall determine the ~¥altie gross 
tax capacity of each governmental unit within the auditor's county in the 
manner prescribed by this section. 



8570 JOURNAL OF THE SENATE [93RDDAY 

Sec. 56. Minnesota Statutes 1987 Supplement, section473F.08, subdivi­
sion 2, is amended to read: 

Subd. 2. The~""""° gross tax capacity of a governmental unit is 
its assessed Yaleatiefl gross tax capacity, as determined in accordance with 
other provisions of law including section 469. 177, subdivision 3, subject to 
the following adjustments: 

(a) There shall be subtracted from its assesse8: vah1aties gross tax capac­
ity, in each municipality in which the governmental unit exercises ad valo­
rem taxing jurisdiction, an amount which bears the same proportion to 40 
percent of the amount certified in that year pursuant to section 473F.06 in 
respect to that municipality as the total preceding year's assesses valuatieR 
gross tax capacity of commercial-industrial property which is subject to the 
taxing jurisdiction of the governmental unit within the municipality, deter­
mined without regard to section 469.177, subdivision 3, bears to the total 
preceding year's assesses, alHalieR gross tax capacity of commercial-indus­
trial property within the municipality, determined without regard to section 
469.177, subdivision 3; 

(b) There shall be added to its assesses ,•alHaliee gross tax capacity, in 
each municipality in which the governmental unit exercises ad valorem tax­
ing jurisdiction, an amount which bears the same proportion to the areawide 
base gross tax capacity for the year attributable to that municipality as the 
total preceding year's assessed YahrntieA gross tax capacity of residential 
property which is subject to the taxing jurisdiction of the governmental unit 
within the municipality bears to the total preceding year's assesses YalHaliee 
gross tax capacity of residential property of the municipality. 

Sec. 57. Minnesota Statutes 1986, section 473F.08, subdivision 3, is 
amended to read: 

Subd. 3. On or before October 15 of I 976 and each subsequent year, the 
county auditor shall apportion the levy of each governmental unit in the au­
ditor's county in the manner prescribed by this subdivision. The auditor shall: 

(a) Determine the areawide portion of the levy for each governmental unit 
by multiplying the eeeag,ieHIIHFal ffiil.lF&!e tax capacit_v rate of the govern­
mental unit for the preceding levy year times the distribution value set forth 
in subdivision 2, clause (b); and 

(b) Determine the local portion of the current year's levy by subtracting 
the resulting amount from clause (a) from the governmental unit's current 
year's levy. 

Sec. 58. Minnesota Statutes 1986, section 473F.08. subdivision 3a. is 
amended to read: 

Subd. 3a. Beginning in 1987 and each subsequent year through 1998. the 
city of Bloomington shall determine the interest payments for that year for 
the bonds which have been sold for the highway improvements pursuant to 
Laws 1986, chapter 391, section 2, paragraph (g). Effective for property taxes 
payable in 1988 through property taxes payable in 1999, after the Hennepin 
county auditor has computed the areawide portion of the levy for the city of 
Bloomington pursuant to subdivision 3. clause (a). the auditor shall annually 
add a dollar amount to the city of Bloomington's areawide portion of the levy 
equal to the amount which has been certified to the auditor by the city of 
Bloomington for the interest payments for that year for the bonds which were 
sold for highway improvements. The total areawide portion of the levy for 
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the city of Bloomington including the additional amount for interest repay­
ment certified pursuant to this subdivision shall be certified by the Henne­
pin county auditor to the administrative auditor pursuant to subdivision 5. 
The Hennepin county auditor shall distribute to the city of Bloomington the 
additional areawide portion of the levy computed pursuant to this subdivi­
sion at the same time that payments are made to the other counties pursuant 
to subdivision 7a. This additional areawide portion of the levy which is dis­
tributed to the city of Bloomington shall be exempt from the city's levy limit 
provisions contained in sections 275.50 to 275.56. For property taxes pay­
able from the year 2000 through 2009, the Hennepin county auditor shall 
adjust Bloomington's contribution to the areawide gross tax e&se capacity 
upward each year by a value equal to ten percent of the total additional area­
wide levy distributed to Bloomington under this subdivisionfrom 1988 to 
1999, divided by the areawide ffitl! f&!e tax capacity rate for taxes payable 
in the previous year. 

Sec. 59. Minnesota Statutes 1987 Supplement, section 473F.08, subdivi­
sion 4, is amended to read: 

Subd. 4. In 1972 and subsequent years, the county auditor shall divide that 
portion of the levy determined pursuant to subdivision 3, clause (b), by the 
assessed valaotioa gross tax capacity of the governmental unit, taking sec­
tion 469.177, subdivision 3, into account, less that portion subtracted from 
assessed valsation gross tax capacity pursuant to subdivision 2, clause (a). 
The resulting rate shall apply to all taxable property except commercial­
industrial property, which shall be taxed in accordance with subdivision 6. 

Sec. 60. Minnesota Statutes 1986, section 473F.08, subdivision 5, is 
amended to read: 

Subd. 5. On or before November 30 of 1972 and each subsequent year, the 
county auditor shall certify to the administrative auditor that portion of the 
levy of each governmental unit determined pursuant to subdivision 3, clause 
(a). The administrative auditor shall then determine the f&!e of tautioe tax 
capacity rate sufficient to yield an amount equal to the sum of such levies 
from the areawide gross tax e&se capacity. On or before December 5 the 
administrative auditor shall certify said rate to each of the county auditors. 

Sec. 61. Minnesota Statutes I 987 Supplement, section 473F.08, subdivi­
sion 6, is amended to read: 

Subd. 6. The rate of taxation determined in accordance with subdivision 
5 shall apply in the taxation of each item of commercial-industrial property 
subject to taxation within a municipality, including property located within 
any tax increment financing district, as defined in section 469.174, subdi­
vision 9, to that portion of the assesseEI vah:1atieH gross tax capacity of the 
item which bears the same proportion to its total assessed veb1:ati0R gross 
tax capacity as 40 percent of the amount determined pursuant to section 
473F.06 in respect to the municipality in which the property is taxable bears 
to the amount determined pursuant to section 473F.05. The rate of taxation 
determined in accordance with subdivision 4 shall apply in the taxation of 
the remainder of the assesseEI vahletiea gross tax capacity of the item. 

Sec. 62. Minnesota Statutes 1986, section 473F.08, subdivision 10, is 
amended to read: 

Subd. 10. For the purpose of computing the amount or rate of any salary, 
aid, tax, or debt authorized, required, or limited by any provision of any law 
or charter, where such authorization, requirement, or limitation is related in 
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any manner to any value or valuation of taxable property within any govern­
mental unit, such value or vell,atien gross tax capacity shall be adjusted to 
reflect the adjustments to valsatien gross tax capacity effected by subdivi­
sion 2, provided that: (I) in determining the market value of commercial­
industrial property or any class thereof within a governmental unit for any 
purpose other than section 473F.07, (a) the reduction required by this sub­
division shall be that amount which bears the same proportion to the amount 
subtracted from the governmental unit •s assessed •raluaHeR gross tax capac­
ity pursuant to subdivision 2, clause (a), as the market value of commercial­
industrial property, or such class thereof, located within the governmental 
unit bears to the assessed valuatieR gross tax capacity of commercial-indus­
trial property, or such class thereof, located within the governmental unit, 
and (b) the increase required by this subdivision shall be that amount which 
bears the same proportion to the amount added to the governmental unit's 
assesses vah1ation gross tax capacity pursuant to subdivision 2, clause (b), 
as the market value of commercial-industrial property, or such class thereof, 
located within the governmental unit bears to the assesses '>'&lsation gross 
tax capacity of commercial-industrial property, or such class thereof, located 
within the governmental unit; and (2) in determining the market value of 
real property within a municipality for purposes of section 473F.07, the 
adjustment prescribed by clause ( 1) (a) hereof shall be made and that pre­
scribed by clause ( 1) (b) hereof shall not be made. 

Sec. 63. Minnesota Statutes 1986, section 473F. IO, is amended to read: 

473F. IO [REASSESSMENTS AND OMITTED PROPERTY] 

Subdivision 1. If the commissioner of revenue orders a reassessment of 
all or any portion of the property in a municipality other than in the form of 
a mathematically prescribed adjustment of valuation, or if omitted property 
is placed upon the tax rolls, and the reassessment has not been completed or 
the property placed upon the rolls, as the case may be, by November 15, the 
assesses Yalsetion gross tax capacity of the affected property shall, for pur­
poses of sections 473F.03 to 473F.08, be determined from the abstracts filed 
by the county auditor with the commissioner of revenue. 

Subd. 2. If the reassessment, when completed and incorporated in the 
commissioner of revenue's certification of the assesseEI ve:lua~ieR gross tax 
capacity of the municipality, orthe listing of omitted property, when placed 
on the rolls, results in an increase in the assesse8 YtduatieR gross tax capac­
ity of commercial-industrial property in the municipality which differs from 
that used, pursuant to subdivision 1, for purposes of sections 473F.03 to 
473F.08, the increase in the assesses ,·elsatien gross tax capacity of com­
mercial-industrial property in that municipality in the succeeding year, as 
otherwise computed under section 473F.06, shall be adjusted in a like amount, 
by an increase if the reassessment or listing discloses a larger increase than 
was used for purposes of sections 473F.03 to 473F.08, or by a decrease if the 
reassessment or listing discloses a smaller increase than was used for those 
purposes, provided that no adjustment shall reduce the amount determined 
under section 473F.06 to an amount less than zero. 

Subd. 3. Subdivisions I and 2 shall not apply to the determination of the 
tax rate under section 473F.08, subdivision 4, orto the determination of the 
assessed va:h1a:HaR gross tax capacity of commercial-industrial property and 
each item thereof for purposes of section 473F.08, subdivision 6. 

Sec. 64. [FISCAL DISPARITIES ADJUSTMENT.] 
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For purposes of determining the areawide levy and local levies under sec­
tion 473F.08, subdivisions 3, 4, 5, and 6, for taxes payable in 1989, the 
initial computation shall be done based on chapter473F as codified in Min­
nesota Statutes 1986 and Minnesota Statutes 1987 Supplement. However, after 
the dollar amount of the areawide and local levies has been determined under 
section 473F.08, subdivisions 3, 4, 5, and 6, the dollar amount of thelevies 
shall be spread on the basis of this act. The dollar amount of the areawide 
tax shall be levied against the portion of commercial-industrial gross tax 
capacity equal to the portion of commercial-industrial assessed value that 
would have been subject to the areawide tax under Minnesota Statutes 1986. 
Prior to November 20, 1988. the county auditors with the assistance of the 
county assessors shall determine the gross tax capacity of commercial­
industrial property in each municipality as of the January 2, 1971, assess­
ment. The gross tax capacity shall be computed by multiplying the munici­
pality's market value of commercial-industrial assessed value by class by 
the gross tax capacity rates in section 273 .13. 

Sec. 65. Minnesota Statutes 1987 Supplement, section 475.53, subdivi­
sion 4, is amended to read: 

Subd. 4. [SCHOOL DISTRICTS.] Except as otherwise provided by law, 
no school district shall be subject to a net debt in excess often percent of the 
actual market value of all taxable property ftft<I ef ei<effij3l preperty referred 
ffl tft seet4eH 275. 49, situated within its corporate limits, as computed in 
accordance with this subdivision. The county auditor of each county con­
taining taxable real or personal property situated within any school district 
shall certify to the district upon request the market value of all such prop­
erty. +he €6lfflty ffiffiitef ef eaeh €6lfflty eentaining ei<empt preperty referred 
1e ift seet4eH 27a. 4 9, situated Wtll>ift aey seheel tlistriel, 5"aH €eFlify le the 
~ Hf""' fe<jtieS-1 the tetftl ffl!trl<et ¥ftiHe ef all lnfeh prepe,t) "' <ieter­
R>Hletl Hft4'r seet4eH 27a. 4 9. The commissioner of revenue shall certify to 
the district upon request the market value of railroad property within the 
district as most recently determined under section 270.87. Whenever the 
commissioner of revenue, in accordance with section 124. 2131, subdivision 
1, has determined that the assessed valuation of any district furnished by 
county auditors is not based upon the market value of taxable property in the 
district, the commissioner of revenue shall certify to the district upon request 
the ratio most recently ascertained to exist between such value and the actual 
market value of property within the district. The actual market value of 
property within a district, on which its debt limit under this subdivision is 
based, is (a) the value certified by the county auditors and, where applicable, 
by the commissioner of revenue under section 270.87, or (b) this value divided 
by the ratio certified by the commissioner of revenue, whichever results in a 
higher value. 

Sec. 66. Minnesota Statutes 1986, section477A.0l I, is amended by add­
ing a subdivision to read: 

Subd. 15. [CITY REVENUE.] "City revenue" equals the sum of(i) the 
city's aid payable under section 477 A.OJ 3, in the year prior to that for which 
aids are being calculated. and (ii) its levy for taxes payable in the year prior 
to that for which aids are being calculated, and (iii)for aids payable in 1991 
and subsequent years, the city's transition aid payable under section 
273 .1398, subdivision 2, in the year prior to that for which aids are being 
calculated. 
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Sec. 67. Minnesota Statutes 1986, section 477 A.OJ I, is amended by add­
ing a subdivision to read: 

Subd. 16. [BASE REVENUE GUARANTEE.] "Base revenue guaran­
tee"' is the sum of ( I) $160 per household plus (2) $150 multiplied by each 
tenfold increase in households, or fraction thereof. above ten rounded to the 
nearest dollar. 

Sec. 68. Minnesota Statutes 1986, section 477A.011, is amended by add­
ing a subdivision to read: 

Subd. 17. [REVENUE GUARANTEE INCREASE.] "Revenue guaran­
tee increase" is the sum of: 

( I) $190 per household for cities of the first class located in the metro­
politan area and $190 per household for cities located outside the metro­
politan area; and 

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

Sec. 69. Minnesota Statutes 1986, section 4 77A.011, is amended by add­
ing a subdivision to read: 

Subd. 18. [CITY REVENUE GUARANTEE.] "City revenue guarantee" 
is the product of: 

( 1) the sum of a city's base revenue guarantee and the city's revenue guar­
antee increase; 

(2) the number of households in the city; and 

(3) 108 percent for aids payable in 1989 and 104 percent for aids payable 
in 1990 and subsequent years. 

Sec. 70. Minnesota Statutes 1986, section 477A.01 l, is amended by add­
ing a subdivision to read: 

Subd. 19. [METROPOLITAN AREA.] "Metropolitan area" is the met­
ropolitan area as defined in section 473.121, subdivision 2. 

Sec. 71. Minnesota Statutes 1986, section 477 A.01 l, is amended by add­
ing a subdivision to read: 

Subd. 20. [CITY TAX CAPACITY.] "'City tax capacity" means /1) 23 
percent of the net tax capacity computed using the net tax capacity rates 
listed in section 273.13 for all taxable property within the city based on the 
assessment two years prior to that for which aids are being calculated, plus 
(2) a city's levy on the fiscal disparities distribution under section 473F.08, 
subdivision 3, paragraph (a),for taxes payable in the year prior to that for 
which aids are being calculated. The market value utilized in computing net 
tax capacity shall be reduced by the sum of( 1) a city's market value of com­
mercial industrial property as defined in section 473F02, subdivision 3, 
multiplied by the ratio determined pursuant to section 473F08, subdivision 
2, paragraph (a), and (2) the market value of the captured value of tax 
increment financing districts as defined in section 469 .177, subdivision 2. 
The net tax capacity will be computed using equalized market values. 

Sec. 72. Minnesota Statutes 1986, section 477 A.01 l, is amended by add­
ing a subdivision to read: 

Subd. 21. [EQUALIZED MARKET VALUES.] Equalized market values 
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are equalized market values as defined in section 273 .I 398, subdivision I. 

Sec. 73. Minnesota Statutes 1986, section477A.011, is amended by add­
ing a subdivision to read: 

Subd. 22. [CITY INITIAL AID.] "Initial aid" fora city is its city revenue 
guarantee minus the city's tax capacity. Initial aid cannot be less than $0. 

Sec. 74. Minnesota Statutes 1986, section 477 A.011, is amended by add­
ing a subdivision to read: 

Subd. 23. [CITY EXPENDITURE/UNLIMITED AID RATIO.] "Expen­
diture/unlimited aid ratio" for a city is the ratio of its city revenue to its city 
revenue guarantee. 

Sec. 75. Minnesota Statutes 1986, section 477 A.Oil, is amended by add­
ing a subdivision to read: 

Subd. 24. [LOCAL GOVERNMENT AID INCREASE.] "Local govern­
ment aid increase" is aid payable in 1989 pursuant to section 477A.0/3, 
subdivision 3, minus the city's 1988 local government aid. 

Sec. 76. Minnesota Statutes 1987 Supplement, section477A.013, subdi­
vision 1, is amended to read: 

Subdivision 1. [TOWNS.] In calendar year 1988 a"'1 ealemlar years¼ilefe­
afteF, each town which had levied for taxes payable in the previous year at 
least one mill on the dollar of the assessed value of the town shall receive a 
distribution equal to the greater of: (a) 60 percent of the amount recei.ved in 
1983 pursuant to Minnesota Statutes 1982, sections 273.138, 273.139, and 
477A.01 I to 477A.03; or (b) the amount certified in 1987 pursuant to sec­
tions 477A.011 to 477 A.03. In calendar year 1989, each town that had lev­
ied for taxes payable in 1988 at least one mill on the dollar of the assessed 
value of the town shall receive a distribution equal to /06 percent of the 
distribution received under Minnesota Statutes 1987 Supplement, section 
477A.0/3, subdivision/, in 1988. In calendar year /990 and subsequent 
years, each town that had levied for taxes payable in the prior year a tax 
capacity rate of at least .0125 shall receive a distribution equal to the amount 
received in 1989 under this subdivision. 

Sec. 77. Minnesota Statutes 1987 Supplement, section 477 A.013, subdi­
vision 2, is amended to read: 

Subd. 2. [CITIES.] In calendar year 1988 a"'1 ealeAaar yeaFS 11lerea!ier, 
each city shall receive a local government aid distribution equal to the amount 
that the city was certified to receive for calendar year 1987 under this 
subdivision. 

Sec. 78. Minnesota Statutes 1987 Supplement, section 477 A.013, is 
amended by adding a subdivision to read: 

Subd. 3. [CITY AID DISTRIBUTION.] In !989, a city whose initial aid 
is greater than $0 will receive the following aid increases in addition to an 
amount equal to the local government aid it received in 1988 under Minne­
sota Statutes 1987 Supplement, section 477 A.013: 

(l)for a city whose expenditure/unlimited aid ratio is at least 1.5, two 
percent of city revenue; 

(2)for a city whose expenditure/unlimited aid ratio is at least 1 .4 but less 
than 1 .5, 2 .5 percent of city revenue; 
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(3 )for a city whose expenditure/unlimited aid ratio is at least 1.3 but less 
than 1.4, three percent of city revenue; 

(4 )for a city whose expenditure/unlimited aid ratio is at least 1.2 but less 
than I .3, four percent of city revenue; 

(5)for a city whose expenditure/unlimited aid ratio is at least I .I but less 
than 1.2, five percent of city revenue; 

(6) for a city whose expenditure/unlimited aid ratio is at least 1.05 but 
less than I .I, six percent of city revenue; 

(7)for a city whose expenditure/unlimited aid ratio is at least 1.0 but less 
than I .05, seven percent of city revenue; 

(8Jfor a city whose expenditure/unlimited aid ratio is at least .95 but less 
than 1.0, 7.5 percent of city revenue; 

(9Jfor a city whose expenditure/unlimited aid ratio is at least .75 but less 
than .95, 8.5 percent of city revenue; and 

( /0)fora city whose expenditure/unlimited aid ratio is less than .75, nine 
percent of city revenue. 

In 1990 and subsequent years, a city whose initial aid is greater than $0 
will receive an amount equal to the aid it received under this subdivision and 
subdivision 4 in the year prior to that for which aids are being calculated 
plus an aid increase equal to 50 percent of the rates listed in clauses I to I 0 
multiplied by city revenue. 

A city's aid increase under this subdivision is limited to the lesser of (I) 
20 percent of its levy for taxes payable in the year prior to that for which 
aids are being calculated after the adjustments provided in section 273./398, 
subdivision 2, or (2) its initial aid amount, provided that no city will receive 
an increase that is less than two percent of its 1988 local government aid for 
aids payable in 1989. 

A city whose initial aid is $0 will receive in 1989 an amount equal to 102 
percent of the local government aid it received in 1988 under Minnesota 
Statutes 1987 Supplement, section 477 A.013. A city whose initial aid is $0 
wi/1 receive in 1990 and subsequent years an amount equal to the aid it 
received in the previous year under this subdivision and subdivision 4. 

Sec. 79. Minnesota Statutes 1987 Supplement, section 477A.013. is 
amended by adding a subdivision to read: 

Subd. 4. [ADDITIONAL DISTRIBUTION.] A city with a population over 
2500 is eligible for additional aid in 1989 only. The amount of additional 
aid is equal to (I) the product of(i) the lesser of 50 percent of a city's "city 
revenue guarantee" or 50 percent of a city's "city revenue" and (ii) one minus 
the ratio of the city's tax capacity per household to 435; less (2) the sum of 
(i) the disparity reduction aid payable to all unique taxing jurisdictions within 
a city and (ii) the local government aid increase for the city. The additional 
aid under this section cannot be less than zero. 

Sec. 80. [NOTIFICATION OF ADMINISTRATIVE DIRECTIVES.] 

The commissioner of revenue shall notify the chairs of the senate commit• 
tee on taxes and tax laws and the house committee on taxes of administra­
tive directives or interpretations of the provisions of this article. The notice 
must be given at least five days before a directive or interpretation is released 
to the public or provided to a local government to allow time for the chairs 
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to provide advice or to comment on the commissioner's directive or interpre­
tation of the law. An administrative directive or interpretation includes an 
explanation of a provision, a clarification of its application to a particular 
circumstance, a directive on how to apply or administer a provision, and 
other similar communications that are intended to direct or guide local gov­
ernment officials in administering the law. This section applies only to writ­
ten materials that are either released to the public or mailed, sent or provided 
to a local government or a local government official. 

Sec. 81. [REPEALER.] 

(a) Minnesota Statutes 1986, sections 272.64; 273.13, subdivisions 7a 
and30; 275.49;477A.011, subdivisions 4, 5, 6, 7a, 10, 11, 12, 13, and 14; 
and Minnesota Statutes 1987 Supplement, sections 273.1102, subdivision 
2; 273.1195; 273.13, subdivision 9; 273.1394; 273.1395; 273.1396; 
273.1397; 275.081; 275.082; 275.125, subdivision22;and477A.01 I, sub­
division 7; and Laws 1987, chapter 268, article 6, section 19, are repealed. 

(b) Minnesota Statutes 1986, section 275 .50, subdivisions 3, 7, and 8 are 
repealed. 

(c) Minnesota Statutes 1987 Supplement, section 273.13, subdivision 15a, 
and section 21 are repealed. 

Sec. 82. Laws 1987, chapter 268, article 6, section 53, is amended to read: 

Sec. 53. [REPEALER. J 

Minnesota Statutes 1986, sections 13.58; 124.2131, subdivision 4; 
124.2137; 124.2139; 124A.031, subdivision 4; 273.112, subdivision 9; 
273.115; 273.116; 273.13, subdivisions 26, 27, 28, and 29; and 273. 131 It 
273.1315; 273.135, Sl¼bdivisiea 5; aBEI 273.1391, subdkisieR 4, are repealed. 

Sec. 83. [REENACTMENT.) 

Notwithstanding Minnesota Statutes, section 645.36, Minnesota Stat­
utes, sections 124.2139; 273 .1315; 273 .135, subdivision 5; and 273 .1391, 
subdivision 4, are reenacted and are effective as amended in this article for 
taxes levied in 1988 and thereafter, payable in I 989 and thereafta 

Sec. 84. [INSTRUCTION TO REVISOR.) 

The revisor of statutes shall change the words "assessed value" or 
"assessed valuation" wherever they appear in Minnesota Statutes to "gross 
tax capacity" in Minnesota Statutes 1988 and "net tax capacity" in Minne­
sota Statutes 1989 Supplement and subsequent editions of the statutes except 
section 275 .OJ I. The revisor of statutes shall change the words "mill rate" 
wherever they appear in Minnesota Statutes to "tax capacity rate" in Min­
nesota Statutes 1988 and subsequent editions of the statutes except section 
275.011. 

Sec. 85. [APPROPRIATION. J 

$4,000,000 is appropriated to the commissioner of revenue from the gen­
eral fund for the biennium ending June 30, 1989. This money is to be used 
by the commissioner to provide grants and other assistance to all counties 
for the purpose of developing, upgrading, and maintaining county property 
tax administrative data collection and processing systems and for the costs 
of administering this article. 

Sec. 86. [EFFECTIVE DATE.] 
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Sections 1 to 29, 31 to 79, 81, paragraphs (a) and (b), 82 and 83 are 
effective for taxes levied in 1988, payable in 1989, and thereafter, except as 
otherwise provided. Sections 30 and 81, paragraph ( c) are effective for taxes 
levied in 1989, payable in 1990, and thereafter. Sections 80 and 85 are 
effective the day following final enactment. 

ARTICLE 6 

PROPERTY TAX TECHNICAL AND ADMINISTRATION 

Section I. Minnesota Statutes 1986, section 270.075, subdivision 2, is 
amended to read: 

Subd. 2. As soon as practicable and not later than ~levemeer December 
I next following the levy of the tax, the commissioner shall give actual 
notice to the airline company of the assessed valuation and of the tax. The 
taxes imposed under sections 270.071 to 270.079 shall become due and 
payable on January I following the levy thereof. If any tax is not paid on 
the due date or, if an appeal is made pursuant lo section 270.076, within 
60 days after notice of an increased tax, a late payment penalty of ten 
percent of the unpaid tax shall be assessed. The unpaid tax and penalty 
shall bear interest at the rate specified in section 270.75 from the time 
such tax should have been paid until paid. All interest and penalties shall 
be added to the tax and collected as a part thereof. 

Sec. 2. Minnesota Statutes 1987 Supplement, section 272.01, subdivi­
sion 2, is amended to read: 

Subd. 2. (a) When any real or personal property which for any reason 
is exempt from ad valorem taxes, and taxes in lieu thereof, is leased, loaned, 
or otherwise made available and used by a private individual, association, 
or corporation in connection with a business conducted for profit, there 
shall be imposed a tax, for the privilege of so using or possessing such 
real or personal property. in the same amount and to the same extent as 
though the lessee or user was the owner of such property. 

(b) The tax imposed by this subdivision shall not apply to (I) property 
leased or used by way of a concession in or relative lo the use in whole or 
part of a public park, market, fairgrounds, port authority, economic devel­
opment authority established under chapter 458C. municipal auditorium, 
airport owned by a city, town, county, or group thereof but not the airports 
owned or operated by the metropolitan airports commission or a city of 
over 50,000 population or an airport authority therein. municipal museum 
or municipal stadium or (2) property constituting or used as a public pedes­
trian ramp or concourse in connection with a public airport or ( 3) property 
constituting or used as a passenger check-in area or ticket sale counter; 
boarding area, or luggage claim area in connection with a public airport 
but not the airports owned or operated by the metropolitan airports com­
mission or cities of over 50,000 population or an airport authority therein. 
Real estate owned by a municipality in connection with the operation of 
a public airport and leased or used for agricultural purposes shall not be 
exempt. 

(c) Taxes imposed by this subdivision shall be due and payable as in the 
case of personal property taxes and such laxes shall be assessed lo such 
lessees or users of real or personal property in the same manner as taxes 
assessed lo owners of real or personal property, except that such taxes shall 
not become a lien against the property. When due, the taxes shall constitute 
a debt due from the lessee or user to the stale, township, city, county and 
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school district for which the taxes were assessed and shall be collected in 
the same manner as personal property taxes. If property subject to the tax 
imposed by this subdivision is leased orused jointly by two or more persons. 
each lessee or user shall be jointly and severally liable for payment of the 
tax. 

Sec. 3. Minnesota Statutes 1987 Supplement, section 272.02, subdivi­
sion I, is amended to read: 

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

(I) all public burying grounds; 

(2) all public schoolhouses; 

(3) all public hospitals; 

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

(5) all churches, church property, and houses of worship; 

(6) institutions of purely public charity except parcels of property con­
taining structures and the structures described in section 273. 13, subdi­
vision 25, paragraph (c), clause (1) or (2), or paragraph (d), clause (2); 

(7) all public property exclusively used for any public purpose; 

(8) except for the taxable personal property enumerated below, all per­
sonal property and the property described in section 272.03, subdivision 
1, paragraphs (c) and (d) shall be exempt. 

The following personal property shall be taxable: 

(a) personal property which is part of an electric generating, transmis­
sion, or distribution system or a pipeline system transporting or distributing 
water, gas, crude oil, or petroleum products or mains and pipes used in the 
distribution of steam or hot or chilled water for heating or cooling buildings 
and structures; 

(b) railroad docks and wharves which are part of the operating property 
of a railroad company as defined in section 270.80; 

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

( d) leasehold or other personal property interests which are taxed pur­
suant to section 272.01, subdivision 2; 273 .124, subdivision 7; or 273. I 9, 
subdivision I; or any other law providing the property is taxable as if the 
lessee or user were the fee owner; 

(e) manufactured homes and sectional structures; and 

(f) flight property as defined in section 270.07 I. 

(9) Real and personal property used primarily for the abatement and 
control of air, water, or land pollution to the extent that it is so used, other 
than real property used primarily as a solid waste disposal site. 

Any taxpayer requesting exemption of all or a portion of any equipment 
or device, or part thereof, operated primarily for the control or abatement 
of air or water pollution shall file an application with the commissioner 
of revenue. The equipment or device shall meet standards, rules or criteria 
prescribed by the Minnesota pollution control agency, and must be installed 
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or operated in accordance with a permit or order issued by that agency. 
The Minnesota pollution control agency shall upon request of the com­
missioner furnish information or advice to the commissioner. On deter­
mining that property qualifies for exemption, the commissioner shall issue 
an order exempting the property from taxation. The equipment or device 
shall continue to be exempt from taxation as long as the permit issued by 
the Minnesota pollution control agency remains in effect. 

(10) Wetlands. For purposes of this subdivision, "wetlands" means (I) 
land described in section 105.37, subdivision 15, or (2) land which is 
mostly under water, produces little if any income, and has no use except 
for wildlife or water conservation purposes, provided it is preserved in its 
natural condition and drainage of it would be legal, feasible, and econom­
ically practical for the production of livestock, dairy animals, poultry, fruit, 
vegetables, forage and grains, except wild rice. "Wetlands" shall include 
adjacent land which is not suitable for agricultural purposes due to the 
presence of the wetlands. "Wetlands" shall not include woody swamps 
containing shrubs or trees, wet meadows, meandered water, streams, rivers, 
and floodplains or river bottoms. Exemption of wetlands from taxation 
pursuant to this section shall not grant the public any additional or greater 
right of access to the wetlands or diminish any right of ownership to the 
wetlands. 

( 11) Native prairie. The commissioner of the department of natural resources 
shall determine lands in the state which are native prairie and shall notify 
the county assessor of each county in which the lands are located. Pasture 
land used for livestock grazing purposes shall not be considered native 
prairie for the purposes of this clause and section 273.116. Upon receipt 
of an application for the exemption and credit provided in this clause and 
section 273 .116 for lands for which the assessor has no determination from 
the commissioner of natural resources, the assessor shall refer the appli­
cation to the commissioner of natural resources who shall determine within 
30 days whether the land is native prairie and notify the county assessor 
of the decision. Exemption of native prairie pursuant to this clause shall 
not grant the public any additional or greater right of access to the native 
prairie or diminish any right of ownership to it. 

( 12) Property used in a continuous program to provide emergency shelter 
for victims of domestic abuse, provided the organization that owns and 
sponsors the shelter is exempt from federal income taxation-pursuant to 
section 50l(cJ(3) of the Internal Revenue Code of 1986, as amended through 
December 31, 1986, notwithstanding the fact that the sponsoring organi­
zation receives funding under section 8 of the United States Housing Act 
of 1937, as amended. 

(13) If approved by the governing body of the municipality in which the 
property is located, property not exceeding one acre which is owned and 
operated by any senior citizen group or association of groups that in general 
limits membership to persons age 55 or older and is organized and operated 
exclusively for pleasure, recreation, and other nonprofit purposes, no part 
of the net earnings of which inures to the benefit ofany private shareholders; 
provided the property is used primarily as a clubhouse, meeting facility or 
recreational facility by the group or association and the property is not 
used for residential purposes on either a temporary or permanent basis. 

( 14) To the extent provided by section 295.44, real and personal property 
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used or to be used primarily for the production of hydroelectric or hydro­
mechanical power on a site owned by the state or a local governmental 
unit which is developed and operated pursuant to the provisions of section 
105.482. subdivisions I, 8, and 9. 

( 15) If approved by the governing body of the municipality in which the 
property is located, and if construction is commenced after June 30. 1983: 

(a) a .. direct satellite broadcasting facility" operated by a corporation 
licensed by the federal communications commission to provide direct sat­
ellite broadcasting services using direct broadcast satellites operating in 
the 12-ghz. band; and 

(b) a "fixed satellite regional or national program service facility" oper­
ated by a corporation licensed by the federal communications commission 
to provide fixed satellite-transmitted regularly scheduled broadcasting ser­
vices using satellites operating in the 6-ghz. band. 

An exemption provided by paragraph ( 15) shall apply for a period not to 
exceed five years. When the facility no longer qualifies for exemption. it 
shall be placed on the assessment rolls as provided in subdivision 4. Before 
approving a tax exemption pursuant to this paragraph, the governing body 
of the municipality shall provide an opportunity to the members of the 
county board of commissioners of the county in which the facility is pro­
posed to be located and the members of the school board of the school 
district in which the facility is proposed to be located to meet with the 
governing body. The governing body shall present to the members of those 
boards its estimate of the fiscal impact of the proposed property tax exemp­
tion. The tax exemption shall not be approved by the governing body until 
the county board of commissioners has presented its written comment on 
the proposal to the governing body, or 30 days has passed from the date 
of the transmittal by the governing body to the board of the information 
on the fiscal impact, whichever occurs first. 

(16) Real and personal property owned and operated by a private. non­
profit corporation exempt from federal income taxation pursuant to United 
States Code, title 26, section 50l(c)(3). primarily used in the generation 
and distribution of hot water for heating buildings and structures. 

(17) Notwithstanding section 273.19. state lands that are leased from 
the department of natural resources under section 92.46. 

(18) Electric power distribution lines and their attachments and appurte­
nances, that are used primarily for supplying electricity to farmers at retail. 

( 19) Transitional housing facilities. "Transitional housing facility" means 
a facility that meets the following requirements. (i) It provides temporary 
housing to parents and children who are recelt'ing AFDC or parems of 
children who are temporarily in foster care. (ii) It has the purpose of 
reuniting families and enabling parents to adi1ance their education, get 
job training, or become emploved in jobs that provide a living wage. (iii) 
It provides support services such as child care, work readiness training, 
and career development counseUng; and a self-sufficiency program with 
periodic monitoring of each resident's progress in completing the program's 
goals. ( iv) It provides services to a resident of the facility for at least six 
months but no longer than one year. except re.Yidents enrolled in an edu­
cational or vocational institution or job training program. These residents 
may receive services during the time they are enrolled but in no ei1ent 
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longer than four years. (v) It is sponsored by an organization that has 
received a grant under section 256.7365 for the biennium ending June 30, 
1989,for the purposes of providing the services in items (i) to (iv). (vi) It 
is sponsored by an organization that is exempt from federal income tax 
under section 501 ( c)( 3) of the Internal Revenue Code of 1986, as amended 
through December 31, 1987. This exemption applies notwithstanding the 
fact that the sponsoring organization receives financing by a direct federal 
loan or federally insured loan or a loan made by the Minnesota housing 
finance agency under the provisions of either Title II of the National Hous­
ing Act or the Minnesota housing finance agency law of 1971 or rules 
promulgated by the agency pursuant to it, and notwithstanding the fact 
that the sponsoring 01:ganization receives funding under Section 8 of the 
United States Housing Act of 1937, as amended. 

Sec. 4. Minnesota Statutes 1987 Supplement, section 272.121, is amended 
to read: 

272.121 [CURRENT TAX ON DIVIDED PARCELS.] 

Subdivision I. [CERTIFICATION OF PAYMENT.] Except as provided 
in subdivision 2, if a deed or other instrument conveys a parcel of land 
that is less than a whole parcel of land as described in the current tax list, 
the county auditor shall not transferor divide the land in the auditor's official 
records, and the county recorder shall not file and record the instrument, 
unless the instrument of conveyance contains a certification by the county 
treasurer that the taxes due in the current tax year for the whole parcel 
have been paid. This certification is in addition to the certification for 
delinquent tax required by section 272.12. 

Subd. 2. [EXCEPTIONS.] No certification of current tax paid is required 
when the land is being conveyed to the federal government, the state, or 
a home rule charter or statutory city or any other political subdivision, 
or for any sheriff's or referee's certificate of sale or other instrument if a 
certification of delinquent tax for _the instrument is not required under 
section 272. 12. 

Sec. 5. Minnesota Statutes 1986, section 273.112, subdivision 3, is 
amended to read: 

Subd. 3. Real estate shall be entitled to valuation and tax deferment 
under this section only if it is: 

(a) actively and exclusively devoted to golf, skiing or archery or firearms 
range recreational use or uses and other recreational uses carried on at the 
establishment; 

(b) five acres in size or more, except in the case of an archery or firearms 
range; 

(c)( I) operated by private individuals and open to the public; or 

(2) operated by firms or corporations for the benefit of employees or 
guests; or 

(3) operated by private clubs having a membership of 50 or more, pro­
vided that the club does not discriminate in membership requirements or 
selection on the basis of sex; and 

(d) made available, in the case of real estate devoted to golf, for use 
without discrimination on the basis of sex during the time when the facility 
is open to use by the public or by members, except that use for golf may 
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be restricted on the basis of sex no more frequently than one, or part of 
one, weekend each calendar month for each sex and no more than two, or 
part of two, weekdays each week for each sex. 

If a golf club membership allows use of golf course facilities by more 
than one adult per membership, the use must be equally available to all 
adults entitled to use of the golf course under the membership. except that 
use may be restricted on the basis of sex as permitted in this section. 
Memberships that permit play during restricted times may be allowed only 
if the restricted times apply to all adults using the membership. 

A golf club may have or create an individual membership category which 
entitles a member for a reduced rate to play during restricted hours as 
established by the club. The club must have on record a written request 
by the member for such membership. 

For purposes of this subdivision and subdivision 7a, discrimination means 
a pattern or course of conduct and not linked to an isolated incident. 

Sec. 6. Minnesota Statutes 1986, section 273.112, subdivision 6, is 
amended to read: 

Subd. 6. Application for deferment of taxes and assessment under this 
section shall be made at least 60 days prior to January 2 of each year. Such 
application shall be filed with the assessor of the taxing district in which 
the real property is located on such form as may be prescribed by the 
commissioner of revenue. The assessor may require proof by affidavit or 
other written verification that the property qualifies under subdivision 3. 
In the case of property operated by private clubs pursuant to subdivision 
3, clause (c)(3), in order to qualify for valuation and tax deferment under 
this section, the taxpayer must submit to the assessor proof by affidavit or 
other written verification that the bylaws or rules and regulations of the 
club meet the eligibility requirements provided under this section. The 
signed affidavit or other written verification shall be sufficienl demonstra­
tion of eligibility for the assessor unless the county attorney determines 
otherwise. 

The county assessor shall refer any question regarding the eligibility for 
valuation and deferment under this section to the county attorney for advice 
and opinion under section 388.05 I, subdivision I. Upon request of the 
county attorney, the taxpayer shall furnish information that the county 
attorney considers necessary in order to determine eligibility under this 
section. 

Real estate is not entitled to valuation and deferment under this section 
unless the county assessor has filed with the assessor's tax records prior 
to October 16 a statement that the application has been accepted. 

Sec. 7. Minnesota Statutes 1987 Supplement, section 273.1195, is amended 
to read: 

273.1195 [STATE PAID SMALL BUSINESS PROPERTY TAX TRAN­
SITION CREDIT.] 

For property taxes payable in 1988 only, class 3a commercial industrial 
property is eligible for a state paid small business transition property tax 
credit if the payable 1988 property taxes on the first $120,000 of market 
value of the property exceed three percent of the January 2, 1987, market 
value. The credit is equal to 50 percent of the property tax amount which 
is in excess of three percent of market value. Only the first $120,000 of 
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market value of a qualifying parcel and the taxes attributable to the first 
$ I 20,000 of market value are eligible for the computation of this credit. 
Only a parcel that qualifies for the 28 percent assessment ratio contained 
in section 273.13, subdivision 24, paragraph (a), qualifies for the credit 
provided in this section. Only the market value and property tax attrib­
utable to the part of the parcel that is class 3a must be used in computing 
the credit provided in this section. 

-!ft the ease ef - f'!'i<I ffi iRstalimeRIS pHFSH8RI to seetiefl 279.01, 
suMivisioR -I, the €fe<H! tHteeF this seetieft fRH5I 1,e eieeiueteei fFem the 
seeeR<I oRe ka!f iRstulimeRI payable Oetobe, 1-§.., The amount of the reduc­
tion must be reported to the commissioner of revenue as part of the abstracts 
of tax lists required to be filed with the commissioner under section 275.29. 

There is annually appropriated from the general fund to the commis­
sioners of revenue and education the amount necessary to replace the 
revenue lost to local units of government and school districts as a result 
of the reduction in property taxes provided in this section. The payment 
amounts must be determined and the installments paid under the provisions 
of sections 273.13, subdivision !Sa, and 273.1392. 

Sec. 8. Minnesota Statutes I 986, section 273.12 I, is amended to read: 

273.121 [VALUATION OF REAL PROPERTY, NOTICE.] 

Any county assessor or city assessor having the powers of a county 
assessor, valuing or classifying taxable real property shall in each year 
notify those persons whose property is to be assessed or reclassified that 
year if the person's address is known to the assessor, otherwise the occupant 
of the property. -!ft the ease ef prepe,t; owRe<I by a maFFied eooj>le if, ;jeiRt 
teRaRe; er teRaRC)' iR eo111meR, the assesso, skaH Rel <leR)' homesteeei 
1reat111eRI ift wh6le "' ift j>afl if eRly """ ef the spouses is oeeup; iRg the 
fJFSfJerty ftfla- the etftef ~ ts absefl-t Eltte- te e+¥ef€e er SCfJ8Fation, et= ts 
a Fesi(jent e-f a n1:1Fsing heme et= a- 13eaF(jing eare- faeilit). The notice shall 
be in writing and shall be sent by ordinary mail at least ten days before 
the meeting of the local board of review or equalization. It shall contain 
the amount of the valuation in terms of market value, the new ciassificalion, 
the assessor's office address, and the dates, places, and times set for !he 
meetings of the local board of review or equalization and the county board 
of equalization. If the assessment roll is not complete, the notice shall be 
sent by ordinary mail at least ten days prior to the date on which the board 
of review has adjourned. The assessor shall attach to the assessment roll 
a statement that the notices required by this section have been mailed. Any 
assessor who is not provided sufficient funds from the assessor's governing 
body to provide such notices, may make application to the commissioner 
of revenue to finance such notices. The commissioner of revenue shall 
conduct an investigation and, if satisfied that the assessor does not have 
the necessary funds, issue a certification to the commissioner of finance 
of the amount necessary 10 provide such notices. The commissioner of 
finance shall issue a warrant for such amount and shall deduct such amount 
from any slate payment 10 such county or municipality. The necessary funds 
to make such payments are hereby appropriated. Failure to receive the notice 
shall in no way affect the validity of the assessment, the resulting tax, the 
procedures of any board of review or equalization, or the enforcement of 
delinquent taxes by statutory means. 

Sec. 9. Minnesota Statutes 1986, section 273. 124, subdivision I, is 
amended to read: 
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Subdivision I. [GENERAL RULE.] Residential real estate that is occu­
pied and used for the purposes of a homestead by its owner, who must be 
a Minnesota resident, is a homestead. Dates for establishment of a home­
stead and homestead treatment provided to particular types of property are 
as provided in this section. 

The assessor shall require proof, by affidavit or otherwise, of the facts 
upon which classification as a homestead may be determined. 

For purposes of this section, homestead property shall include property 
which is used for purposes of the homestead but is separated from the 
homestead by a road, street, lot, waterway, or other similar intervening 
property. The term "used for purposes of the homestead" shall include but 
not be limited to uses for gardens, garages, or other outbuildings commonly 
associated with a homestead, but shall not include vacant land held pri­
marily for future development. In order to receive homestead treatment for 
the noncontiguous property, the owner shall apply for it to the assessor by 
July I of the year when the treatment is initially sought. After initial 
qualification for the homestead treatment, additional applications for sub­
sequent years are not required. 

In the case of property owned by a married couple in join! tenancy or 
tenancy in common, the assessor must not deny homestead treatment in 
whole or in part if only one of the spouses is occupying the property and 
the other spouse is absent due to divorce or separation, or is a residelll 
of a nursing home or a boarding care facility. 

If an individual is purchasing property with the intent of claiming it as 
a homestead, and is required by the terms of the financing agreement to 
have one or both parents shown on the deed as coowners, the assessor 
shall allow a full homestead classification and extend full homestead credit. 
This provision only applies to first time purchasers, whether married or 
single, or to a person who had previously been married and is purchasing 
as a single individual for the first time. The application for homestead 
benefits must be on a form prescribed by the commissioner and must contain 
the data necessary for the assessor to determine if full homestead benefits 
are warranted. 

Sec. 10. Minnesota Statutes 1986, section 273.124, subdivision 6. is 
amended to read: 

Subd. 6. [LEASEHOLD COOPERATIVES.] When one or more dwell­
ings or one or more buildings which each contain several dwelling units 
is owned by a nonprofit corporation subject to the provisions of chapter 
317 or a limited partnership which corporation or partnership operates the 
property in conjunction with a cooperative association, homestead treat­
ment may be claimed by the cooperative association on behalf of the 
members of the cooperative for each dwelling unit occupied by a member 
of the cooperative. The cooperative association must provide the assessor 
with the social security numbers of those members. To qualify for the 
treatment provided by this subdivision, the following conditions must be 
met: (a) the cooperative association must be organized under sections 308.05 
to 308.18; (b) the cooperative association must have a lease for occupancy 
of the property for a term of at least 20 years; ( c) to the extent permitted 
under state or federal law, the cooperative association must have a right 
under a written agreement with the owner to purchase the property if the 
owner proposes to sell it; if the cooperative association does not purchase 
the property when it is offered for sale, the owner may not subsequently 
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sell the property to another purchaser at a price lower than the price at 
which it was offered for sa1e to the cooperative association unless the 
cooperative association approves the sale; and (d) if a limited partnership 
owns the property, it must include as the managing general partner either 
the cooperative association or a nonprofit organization operating under the 
provisions of chapter 317. Homestead treatment must be afforded to units 
occupied by members of the cooperative association and the units must be 
assessed as provided in subdivision 3, provided that any unit not so occupied 
shall be classified and assessed pursuant to the appropriate class. No more 
than three acres of land may, for assessment purposes, be included with 
each dwelling unit that qualifies for homestead treatment under this 
subdivision. 

Sec. 11. Minnesota Statutes 1986, section 277.05, is amended to read: 

277.05 [SHERIFF TO FILE LIST OF UNCOLLECTED TAXES.] 

If the sheriff is unable, for want of goods and chattels whereon to levy, 
to collect by a distress, or otherwise, the taxes, or any part thereof, assessed 
upon the personal property of any persons, the sheriff shall file with the 
court administrator of the district court, on September first following, a 
list of such taxes, with an affidavit of the sheriff, or of the deputy sheriff 
entrusted with the collection thereof, stating that the affiant has made 
diligent search and inquiry for goods and chattels from which to collect 
such taxes, and is unable to collect the same. The list of such taxes as they 
apply to manufactured homes shall be filed on December J. The sheriff 
shall note on the margin of such list the place to which any delinquent 
taxpayer may have removed, with the date of removal, if known. At the 
time of filing the list the sheriff shall also return all the warrants with 
endorsements thereon showing the doings of the sheriff or deputy in the 
premises, and the court administrator shall file and preserve the same. On 
or before September tenth thereafter, the court administrator shall deliver 
such list and affidavit to the county treasurer, who shall, by comparison 
of such list with the tax duplicates in the treasurer's office, ascertain whether 
or not all personal property taxes reported by the treasurer to the court 
administrator as delinquent, except those included in such list, have been 
paid into the treasurer's office, and shall attach to the list a certificate stating 
whether or not all taxes reported by the treasurer to the court administrator 
as delinquent and not included in the list have been received, and stating 
the items of such taxes, if any, as have been received. The court admin­
istrator shall deliver such list and affidavit as they apply to manufactured 
hom_es on or before December JO. The treasurer shall deliver such list and 
affidavit, with the certificate attached, to the county board at its first session 
thereafter, which shall cancel such taxes as it is satisfied cannot be col­
lected. A copy of the tax list so revised, and also a separate list of the 
taxes so canceled, shall be included in the records of the proceedings of 
the board, and published in full, as a part of the proceedings. 

Sec. 12. Minnesota Statutes 1986, section 277.06, is amended to read: 

277.06 [CITATION TO DELINQUENTS; DEFAULT JUDGMENT.] 

On October 20, or within ten days after the adjournment of the county 
board, whichever occurs first, the county auditor shall file a copy of such 
revised list with the court administrator of the district court, ""'1. The 
county auditor shall file a copy of the revised list as it applies to manu­
factured homes on January 20. Within ten days thereafter after the list has 
been filed, the court administrator shall issue a citation to each delinquent 
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named in the list, stating the amount of tax and penalty, and requiring such 
delinquent to appear on a day to be set by the district court in the county, 
appointed to be held at a time not less than 30 days after the issuance of 
such citation, and show cause, if any there be, why the delinquent should 
not pay the tax and penalty. The citation shall be delivered for service to 
the sheriff of the county where such person may at the time reside or be. 
If such person, after service of the citation, fails to pay such tax, penalty, 
and costs to the sheriff before the first day of the term, or on such day to 
show cause as aforesaid, the court shall direct judgment against the person 
for the amount of such tax, penalty, and costs. When unable to serve the 
citation, the sheriff shall return the same to the court administrator. with 
a return thereto to that effect, and thereupon, or if the court decides that 
the service of such citation made or attempted to be made, or the issuance 
thereof by the court administrator, was illegal, the court administrator shall 
issue another like citation, requiring such delinquent to appear on the first 
day of the next general term to be held in the_ county, and show cause as 
aforesaid, and if the delinquent fails to pay or to show cause, the court shall 
direct judgment as aforesaid. Whenever the sheriff has been unable to serve 
any such citation theretofore issued in any year or years, or whenever the 
court decides that the service of any such citation theretofore made or 
attempted to be made, or the issuance thereof by the court administrator, 
was illegal, the court administrator shall issue another like citation requiring 
such delinquent to appear, as in the case last provided, and with like effect; 
provided, that all citations other than the first shall be issued only on the 
request of the county attorney. 

Sec. 13. Minnesota Statutes 1987 Supplement, section 279.01, subdi­
vision I, is amended to read: 

Subdivision 1. Except as provided in subdivision 3, on May 16, of each 
year, with respect to property actually occupied and used as a homestead 
by the owner of the property, a penalty of three percent shall accrue and 
thereafter be_ charged upon all unpaid taxes on real estate on the current 
lists in the hands of the county treasurer, and a penalty of seven percent 
on nonhomestead property, except that this penalty shall not accrue until 
June 1 of each year on commercial use real property used for seasonal 
residential recreational purposes and classified as class 4d or 4c, and on 
other commercial use real property classified as class 3a, provided that 
over 60 percent of the gross income earned by the enterprise on the class 
3a property is earned during the months of May, June, July, and August. 
Any property owner of such class 3a property who pays the first half of 
the tax due on the property after May 15 and before June I shall attach an 
affidavit to the payment attesting to compliance with the income provision 
of this subdivision. Thereafter, for both homestead and nonhomestead prop­
erty, on the -I-Ml, first day of each month, up to and including October M 
I following, an additional penalty of one percent for each month shall 
accrue and be charged on all such unpaid taxes. When the taxes against 
any tract or lot exceed $50, one-half thereof may be paid prior to May 16; 
and, if so paid, no penalty shall attach; the remaining one-half shall be 
paid at any time prior to October 16 following, without penalty; but, if not 
so paid, then a penalty of four percent shall accrue thereon for homestead 
property and a penalty of four percent on nonhomestead property. There­
after, for homestead property, on the -I-Ml, day el' eaeh ffl0ftlft "I' le all<I 
iaeh1diag Deee1Reer 1-e first day of November and December following, 
an additional penalty of two percent for each month shall accrue and be 
charged on all such unpaid taxes. Thereafter, for nonhomestead property, 
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on the Mt!, day ef e&elt fl!efl!ft "I' te f!flt! ineluaing Deeemeer -I{; first day 
of November and December following, an additional penalty of four percent 
for each month shall accrue and be charged on all such unpaid taxes. If 
one-half of such taxes shall not be paid prior to May 16, the same may be 
paid at any time prior to October 16, with accrued penalties to the date of 
payment added, and thereupon no penalty shall attach to the remaining 
one-half until October 16 following. 

A county may provide by resolution that in the case of a property owner 
that has multiple tracts or parcels with aggregate taxes exceeding $50, 
payments may be made in installments as provided in this subdivision. 

The county treasurer may accept payments of more or less than the exact 
amount of a tax installment due. If the accepted payment is less than the 
amount due, payments must be applied first to the penalty accrued for the 
year the payment is made. Acceptance of partial payment of tax does not 
constitute a waiver of the minimum payment required as a condition for 
filing an appeal under section 278. 03 or any other law, nor does it affect 
the order of payment of delinquent taxes under section 280.39. 

Sec. 14. Minnesota Statutes 1986, section 279.01, subdivision 3, is 
amended to read: 

Subd. 3. In the case of class lb agricultural homestead, class 2a agri­
cultural homestead property, and class 2c agricultural nonhomestead prop­
erty, no penalties shall attach to the second one-half property tax payment 
as provided in this section if paid by November 15. Thereafter for class I b 
agricultural homestead and class 2a homestead property, on November 16 
following, a penalty of six percent shall accrue and be charged on all such 
unpaid taxes and on December -I{; J following, an additional two percent 
shall be charged on all such unpaid taxes. Thereafter for class 2c agricultural 
nonhomestead property, on November 16 following, a penalty of eight 
percent shall accrue and be charged on all such unpaid taxes and on Decem­
ber -I{; I following, an additional four percent shall be charged on all such 
unpaid taxes. 

If the owner of class I b agricultural homestead, class 2a, or class 2c 
agricultural property receives a consolidated property tax statement that 
shows only an aggregate of the taxes and special assessments due on that 
property and on other property not classified as class I b agricultural home­
stead, class 2a, or class 2c agricultural property, the aggregate tax and 
special assessments shown due on the property by the consolidated state­
ment will be due on November 15 provided that at least 50 percent of the 
property's market value is classified class I b agricultural, class 2a, or class 
2c agricultural. 

Sec. 15. [375.1691] [JUDICIAL ORDER AFTER BUDGET 
PREPARATION.] 

Notwithstanding any law to the contrary, a judicial order compelling 
payment out of county funds shall not be paid unless approved by the 
county board, if a budget request for the item was not submitted to the 
county board prior to adoption of the budget in effect for the fiscal year. 
If the county board refuses to approve payment, the order may be paid in 
the first fiscal year for which a budget is approved after receipt of the 
order. This section does not apply to a judgment or other award against 
the county that is a result of litigation to which the county or a county 
official in an official capacity was a party. 
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Sec. 16. Minnesota Statutes 1986, section 375.192, subdivision 1, is 
amended to read: 

Subdivision 1. Notwithstanding section 270.07, upon written application 
by the owner of the property, the county board may grant a reduction, for 
the current year, of the assessed valuation of any real property in that 
county which erroneously has been classified, for tax purposes, as non­
homestead property, as is necessary to give it the assessed valuation which 
it would have received if it had been classified correctly. The application 
shall be made on a form prescribed by the commissioner of revenue. It 
shall include the social security number of the applicant and a statement 
of facts of ownership and occupancy. The social security number of the 
property owner is private data on individuals as defined by section 13 .02, 
subdivision 12. It shall be sworn to by the owner of the property before 
an officer authorized to take acknowledgments. Before it is acted upon by 
the county board, the application shall be referred to the county assessor, 
or if the property is located in a city of the first class having a city assessor, 
to the city assessor, who shall investigate the facts and attach a report of 
the investigation to the application. 

With respect to abatements relating to the current year's tax processed 
through June 30, the county auditor shall notify the commissioner of rev­
enue on or before July 31 of that same year of all applications granted 
pursuant to this subdivision. With respect to abatements relating to the 
current year's tax processed after June 30 through the balance of the year, 
the county auditor shall notify the commissioner of revenue on or before 
the following January 31 of all applications granted pursuant to this sub­
division. The form submitted by the county auditor shall be prescribed by 
the commissioner of revenue and shall contain the information which the 
commissioner deems necessary. 

Sec. I 7. Minnesota Statutes 1987 Supplement, section 475.6 I. subdi­
vision 3, is amended to read: 

Subd. 3. [IRREVOCABILITY.] Tax levies so made and filed shall be 
irrevocable, except as provided in this subdivision. 

In each year when there is on hand any excess amount in the debt 
redemption fund of a school district at the time the district makes its 
property tax levies, the amount of the excess shall be certified by the school 
board to the eeRUftissim1eF e.f edueatieR whe 5ft&H eemfll:Ue #te FeehteeEI 
""'~ i>f!er aejaslfflenl f-e, the hefflesteaa c-fe<!il Feplaeefflent ei<i j>ftia 
flUF□Hant t0 s-ee+ieft 273 .1394, the agrieuhural efeti.i4 re13laeeff!efH a-ta~ 
flUFSliant te s-ee+ieft 273.139§, aftEl #te ~ ease aEijustmeRt f~HlFSHB.Rt te 
s-ee+ieft 273 .13 98. ~ eemmissiener af edueaHeR Sflil-H. eefl#y the aef:justeEI 
Feaaeea ""'~ le «>e county auditor and the auditor shall reduce the tax 
levy otherwise to be included in the rolls next prepared by the amount 
certified, unless the school board determines that the excess amount is 
necessary to ensure the prompt and full payment of the obligations and any 
call premium on the obligations, or will be used for redemption of the 
obligations in accordance with their terms. An amount shall be presumed 
to be excess for a school district in the amount that it, together with the 
levy required by subdivision 1, will exceed I 06 percent of the amount 
needed to meet when due the principal and interest payments on the obli­
gations due before the second following July I. This subdivision shall not 
limit a school board's authority to specify a tax levy in a higher amount if 
necessary because of anticipated tax delinquency or for cash flow needs 
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to meet the required payments from the debt redemption fund. 

If the governing body, including the governing body of a school district, 
in any year makes an irrevocable appropriation to the debt service fund of 
moneys actually on hand or if there is on hand any excess amount in the 
debt service fund, the recording officer may certify to the county auditory 
the fact and amount thereof and the auditor shall reduce by the amount so 
certified the amount otherwise to be included in the rolls next thereafter 
prepared. 

Sec. 18. Minnesota Statutes 1986, section 477A.015, is amended to 
read: 

477A.015 [PAYMENT DATES.] 

The commissioner of revenue shall make the payments of local govern­
ment aid to affected taxing authorities in two installments on July H 20 
and December 15 annually. 

The commissioner may pay all or part of the payment due on December 
15 at any time after August 15 upon the request of a city that requests such 
payment as being necessary for meeting its cash flow needs. 

Sec. 19. [ADJUSTMENT FOR CREDITS.] 

Subdivision I. A county auditor may make a final certification of prior 
year adjustments not previously claimed for wetlands credit and reim­
bursement, native prairie credit and reimbursement, and the small business 
credit in the 1989 abstract of tax lists. The commissioner of revenue shall 
review the certifications to determine their accuracy and make the changes 
deemed necessary. After they have been reviewed, the commissioner shall 
include these prior year adjustments in the 1989 aid payments. 

Subd. 2. A county auditor may make a final certification of prior year 
adjustments not previously claimed for homestead credit and agricultural 
credit in the 1990 abstract of tax lists. The commissioner of revenue shall 
review the certifications to determine their accuracy and make the changes 
deemed necessary. After they have been reviewed, the commissioner shall 
include these prior year adjustments in the I 990 aid payments. 

Sec. 20. Laws 1987, chapter 268, article 6, section 54, is amended to 
read: 

Sec. 54. [EFFECTIVE DATE.) 

Except where provided otherwise, sections I to 13, and 15 to 53 are 
effective for taxes levied in 1988, payable in 1989, and thereafter. Section 
14 is effective for taxes payable in 1987 and thereafter. 

Sec. 21. [REPEALER.] 

Minnesota Statutes 1986, section 275.035, is repealed. 

Sec. 22. [EFFECTIVE DATE.] 

Sections 2, 3, 9, JO, 13, 14, and 17 are effective for taxes levied in 
1988 and thereafter, payable in 1989 and thereafter. 

Sections 4 and 20 are effective the day following final enactment. 

Sections 5 and 6 are effective for assessment year 1988 and thereafter, 
taxes payable in 1989 and thereafter. Notwithstanding Minnesota Statutes, 
section 273 .112, subdivision 6, in order to qualify for the valuation and 



93RDDAY] MONDAY, APRIL 25, 1988 8591 

tax deferment for the 1988 assessment, the taxpayer of the property oper­
ated by private clubs under Minnesota Statutes, section 273 .112, subdi­
vision 3, clause (c)/3), must submit an affidavit or other written verification 
to the assessor by September 1, 1988, showing that the bylaws or rules 
and regulations of the private club meet the eligibility requirements of 
section 5 by September l, 1988. 

Section 7 is effective only for taxes payable in 1988. 

ARTICLE 7 

ASSESSORS 

Section I. [270.185] [REASSESSMENT FUND; COMPENSATION.] 

Subdivision 1. A permanent reassessment revolving fund of $250,000 is 
created. $250,000 is appropriated from the general fund to the permanent 
reassessment revolving fund. The fund is annually appropriated to the 
commissioner of revenue for the purposes of this section. 

Subd. 2. Each special assessor or deputy appointed under sections 270.l 1, 
subdivision 3, or 270. 16 shall be compensated from the revolving fund for 
costs of assessment in an amount fixed by the commissioner. The commis­
sioner shall cert1fy the amounts to the commissioner of finance who shall 
make payment from the revolving fund. Each county shall reimburse the 
revolving fund within two years after the expenses are paid. The commis­
sioner shall notify each county auditor of the reimbursable amount and 
the auditor shall levy a tax upon all taxable property in the assessment 
district or districts where the reassessment was made to pay the expenses. 
The amounts reimbursed shall be deposited in the revolving fund and are 
annually appropriated for its purposes. 

Sec. 2. Minnesota Statutes 1986, section 270.41, is amended to read; 

270.41 [BOARD OF ASSESSORS.] 

(a) A board of assessors is hereby created. The board shall be for the 
purpose of establishing, conducting, reviewing, supervising, coordinating 
or approving courses in assessment practices, and establishing criteria for 
determining assessor's qualifications. The board shall also have authority 
and responsibility to consider other matters relating to assessment admin­
istration brought before it by the commissioner of revenue. The board may 
grant, renew, suspend, or revoke an assessor's license. The board shall 
consist of nine members, who shall be appointed by the commissioner of 
revenue, in the manner provided herein. 

1. Two from the department of revenue, 

2. Two county assessors, 

3. Two assessors who are not county assessors, one of whom shall be a 
township assessor, and 

4. One from the private appraisal field holding a professional appraisal 
designation, 

5. Two public members as defined by section 214.02. 

The appointment provided in 2 and 3 may be made from two lists of not 
less than three names each, one submitted to the commissioner of revenue 
by the Minnesota association of assessing officers or its successor orga­
nization containing recommendations for the appointment of appointees 
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described in 2, and one by the Minnesota association of assessors, inc. or 
its successor organization containing recommendations for the appointees 
described in 3. The lists must be submitted 30 days before the commence­
ment of the term. In the case of a vacancy, a new list shall be furnished 
to the commissioner by the respective organization immediately. A member 
of the board who shall no longer be engaged in the capacity listed above 
shall automatically be disqualified from membership in the board. 

The board shall annually elect a chair and a secretary of the board. 

(b) The board may refuse to grant or renew, or may suspend or revoke, 
a license of an applicant or licensee for any of the following causes or 
acts: 

( 1) failure to complete required training; 

(2) inefficiency or neglect of duty; 

(3) "unprofessional conduct" which means knowingly neglecting to per­
form a duty required by law, or violation of the laws of this state relating 
to the assessment of property or unlawfully exempting property or know­
ingly and intentionally listing property on the tax list at substantially less 
than its market value or the level required by law in order to gain favor 
or benefit, or knowingly and intentionally misclassifying property in order 
to gain favor or benefit; or 

(4) conviction of a crime involving moral turpitude; or 

(5) any other cause or act that in the board's opinion warrants a refusal 
to issue or suspension or revocation of a license. 

(c} The board of assessors may adopt rules under chapter 14, defining 
or interpreting grounds for refusing to grant or renew, and for suspending 
or revoking a license under this section. An action of the board of assessors 
in refusing to grant or renew a license or in suspending or revoking a 
license is subject to review in accordance with chapter 14. 

Sec. 3. Minnesota Statutes 1987 Supplement, section 270.485, is amended 
to read: 

270.485 [SENIOR ACCREDITATION.] 
The legislature finds that the property tax system would be enhanced by 

requiring that every county assessor and senior appraiser in the department 
of revenue's flFSf3eF~) ~ Fe¥teW local government services division obtain 
senior accreditation from the state board of assessors. By January 1, -1-989 
1990, or in the case of a county assessor within one year of the first 
appointment under section 273 .061, whichever is later, every county asses­
sor and senior appraiser, including the department's regional representa­
tives, must obtain senior accreditation from the state board of assessors. 
The board shall provide the necessary courses or training. If a department 
senior appraiser or regional representative fails to obtain senior accredi­
tation by January 1, -1-989 1990, the failure shall be grounds for dismissal, 
disciplinary action, or corrective action. Except as provided in section 
273.061, subdivision 2, paragraph (c), after December 30, ~ 1989, 
the commissioner must not approve the appointment of a county assessor 
who is not senior accredited by the state board of assessors. No employee 
hired by the commissioner as a senior appraiser or regional representative 
after June 30, 1987, shall attain permanent status until the employee obtains 
senior accreditation. 
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Sec. 4. Minnesota Statutes I 986, section 273 .01, is amended to read: 

273.01 [LISTING AND ASSESSMENT, TIME.] 

All real property subject to taxation shall be listed and at least one­
fourth of the parcels listed shall be appraised each year with reference to 
their value on January 2 preceding the assessment so that each parcel shall 
be reappraised at maximum intervals of four years. All real property becom­
ing taxable in any year shall be listed with reference to its value on January 
2 of that year. Except fef the esrreetisas permillea flefeffi as provided in 
section 274.01, subdivision I, all real property assessments shall be com­
pleted two weeks prior to the date scheduled for the local board of review 
or equalization and no valuations entered thereafter shall be of any force 
and effect. In the event a valuation and classification is not placed on any 
real property by the dates scheduled for the local board of review or equal­
ization the valuation and classification determined in the preceding assess­
ment shall be continued in effect and the provisions of section 273.13 shall, 
in such case, not be applicable, except with respect to real estate which 
has been constructed since the previous assessment. +he €-etttttj· assesssr 
e, a,ry assesssr it, aey city ef the fust €lass may either l,efefe e, ftflef the 
dales speeifiea flefeffi eerreei aey 0ff0fS i<l , aluatisa ef aey j>Bf€els ef 
property, that may ftft\'e ~ iaeurrea ift the assessment; proYiaea, Iha! i<l 
the ease ef sueh eoffeetioa it iaereases the ,aluatioa of aey fl'l£€"I ef 
~roper!)', the assessor sltait Helify the ewaer ef reoora e, the J'0fseH le 
wl!erH the - statemeat is mailea. Ne! ffl0fe thaH twe ~ ef the te!al 
Rum0er ef j>Bf€els ffi the assessar's jurisfiietion H½f¼Y be eo£Feeted a-Hef the 
dales speeiliea flefeffi aH<I ift the e¥eftl ef aey esHeetioas ift - ef the 
autheri,ea aumeer ef sueh eorreetieas, all eerreetisas sltalt ee \'6i<h Real 
property containing iron ore, the fee to which is owned by the state of 
Minnesota, shall, if leased by the state after January 2 in any year. be 
subject to assessment for that year on the value of any iron ore removed 
under said lease prior to January 2 of the following year. Personal property 
subject to taxation shall be listed and assessed annually with reference to 
its value on January 2; and, if acquired on that day, shall be listed by or 
for the person acquiring it. 

Sec. S. Minnesota Statutes I 986, section 273.0S, subdivision I, is amended 
to read: 

Subdivision l. [APPOINTMENT OF TOWN AND CITY ASSESSORS.] 
Notwithstanding any other provision of law all town assessors shall be 
appointed by the town board, and notwithstanding any charter provisions 
to the contrary, all city assessors shall be appointed by the city council or 
other appointing authority as provided by law or charter. Such assessors 
shall be residents of the state but need not be a resident of the town or city 
for which they are appointed. They shall be selected and appointed because 
of their knowledge and training in the field of property taxation. All town 
and statutory city assessors shall be appointed for indefinite terms. The 
term of the town or city assessors may be terminated at any time by the 
town board or city council on charges by the commissioner of revenue of 
inefficiency or neglect of duty. Vacancies in the office of town or city 
assessor shall be filled within 90 days by appointment of the respective 
appointing authority indicated above. If the vacancy is not filled within 90 
days, the office shall be terminated. When a vacancy in the office of town 
or city assessor is not filled by appointment. and it is imperative that the 
office of assessor be filled, the county auditor shall appoint some resident 
of the county as assessor for such town or city. The county auditor may 
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appoint the county assessor as assessor for such town or city, in which case 
the town or city shall pay to the county treasurer the amount determined 
by the county auditor to be due for the services performed and expenses 
incurred by the county assessor in acting as assessor for such town or city. 
The term of any town or statutory city assessor in a county electing in 
accordance with section 273.052 shall be terminated as provided in section 
273.055. 

The commissioner of revenue may recommend to the state board of 
assessors the nonrenewa/, suspension, or revocation of an assessor's license 
as provided in sections 270.41 to 270.53. 

Sec. 6. Minnesota Statutes 1987 Supplement, section 273.061, subdi­
vision l, is amended to read: 

Subdivision 1. [OFFICE CREATED; APPOINTMENT, QUALIFICA­
TIONS.] Every county in this state shall have a county assessor. The county 
assessor shall be appointed by the board of county commissioners and shall 
be a resident of this state. The assessor shall be selected and appointed 
because of knowledge and training in the field of property taxation and 
appointment shall be approved by the commissioner of revenue before the 
same shall become effective. Upon receipt by the county commissioners 
of the commissioner of revenue's refusal to approve an appointment, the 
term of the appointee shall terminate at the end of that day. Notwithstanding 
any law to the contrary, a county assessor must have senior accreditation 
from the state board of assessors by January 1, -l--98-9 1990, or within one 
year of the assessor's first appointment under this section, whichever is 
later. 

Sec. 7. Minnesota Statutes 1986, section 273.061, subdivision 2, is 
amended to read: 

Subd. 2. [TERM; VACANCY] (a) The terms of county assessors appointed 
under this section shall be four years. A new term shall begin on January 
I of every fourth year after 1973. When any vacancy in the office occurs, 
the board of county commissioners, within 30 days thereafter, shall fill the 
same by appointment for the remainder of the term, following the procedure 
prescribed in subdivision I. The term of the county assessor may be ter­
minated by the board of county commissioners at any time, on charges of 
inefficiency or neglect of duty by the commissioner of revenue. If the board 
of county commissioners does not intend to reappoint a county assessor 
who has been certified by the state board of assessors, the board shall 
present written notice to the county assessor not later than 90 days prior 
to the termination of the assessor's term, that it does not intend to reappoint 
the assessor. If written notice is not timely made. the county assessor will 
automatically be reappointed by the board of county commissioners. 

The commissioner of revenue may recommend to the state board of 
assessors the nonrenewal, suspension, or revocation ofan assessor's license 
as provided in sections 270.41 to 270.53. 

(b) In the event of a vacancy in the office of county assessor, through 
death, resignation or other reasons, the deputy (or chief deputy, if more 
than one) shall perform the functions of the office. If there is no deputy, 
the county auditor shall designate a person to perform the duties of the 
office until an appointment is made as provided in clause (a). Such person 
shall perform the duties of the office for a period not exceeding 30 days 
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during which the county board must appoint a county assessor. Such 30-
day period may, however, be extended by written approval of the commis­
sioner of revenue. 

( c) In the case of the first appointment under paragraph ( a) of a county 
assessor who is accredited but who does not have senior accreditation, an 
approval of the appointment by the commissioner shall be for a term of 
one year. A county assessor appointed to a one-year term under this para­
graph must reapply to the commissioner at the end of the one-year term. 
The commissioner shall not approve the appointment for the remainder of 
the four-year term unless the assessor has obtained senior accreditation. 

Sec. 8. Minnesota Statutes 1987 Supplement, section 274.01, subdivi­
sion 1, is amended to read: 

Subdivision I. [ORDINARY BOARD; MEETINGS, DEADLINES, 
GRIEVANCES.] (a) The town board of a town, or the council or other 
governing body of a city, is the board of review except in cities whose 
charters provide for a board of equalization. The county assessor shall fix 
a day and time when the board or the board of equalization shall meet in 
the assessment districts of the county. On or before February 15 of each 
year the assessor shall give written notice of the time to the city or town 
clerk. Notwithstanding the provisions of any charter to the contrary, the 
meetings must be held between April 1 and May 31 each year. The clerk 
shall give published and posted notice of the meeting at least ten days before 
the date of the meeting. The board shall meet at the office of the clerk to 
review the assessment and classification of property in the town or city. 
No changes in valuation may be made by the county assessor after the 
board of review or the county board of equalization has adjourned. This 
restriction does not apply to corrections of errors that are merely clerical 
or Qdministrative in nature. 

(b) The board shall determine whether the taxable property in the town 
or city has been properly placed on the list and properly valued by the 
assessor. If real or personal property has been omitted, the board shall 
place it on the list with its market value, and correct the assessment so 
that each tract or lot of real property, and each article, parcel, or class of 
personal property, is entered on the assessment list at its market value. No 
assessment of the property of any person may be raised unless the person 
has been duly notified of the intent of the board to do so. On application 
of any person feeling aggrieved, the board shall review the assessment or 
classification, or both, and correct it as appears just. 

(c) A local board of review may reduce assessments upon petition of the 
taxpayer but the total reductions must not reduce the aggregate assessment 
made by the county assessor by more than one percent. If the total reduc­
tions would lower the aggregate assessments made by the county assessor 
by more than one percent, none of the adjustments may be made. The 
assessor shall correct any clerical errors or double assessments discovered 
by the board of review without regard to the one percent limitation. 

(d) A majority of the members may act at the meeting, and adjourn from 
day to day until they finish hearing the cases presented. The assessor shall 
attend, with the assessment books and papers, and take part in the pro­
ceedings, but must not vote. The county assessor, or an assistant delegated 
by the county assessor shall attend the meetings. The board shall list 
separately, on a form appended to the assessment book, all omitted property 
added to the list by the board and all items of property increased or decreased, 
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with the market value of each item of property, added or changed by the 
board, placed opposite the item. The county assessor shall enter all changes 
made by the board in the assessment book. 

(e) If a person fails to appear in person, by counsel, or by written 
communication before the board after being duly notified of the board's 
intent to raise the assessment of the property, or if a person feeling aggrieved 
by an assessment or classification fails to apply for a review of the assess­
ment or classification, the person may not appear before the county board 
of equalization for a review of the assessment or classification. This para­
graph does not apply if an assessment was made after the board meeting, 
as provided in section 273.01, or if the person can establish not having 
received notice of market value at least five days before the local board of 
review meeting. 

(f) The board of review or the board of equalization must complete its 
work and adjourn within 20 days from the time of convening stated in the 
notice of the clerk, unless a longer period is approved by the commissioner 
of revenue. No action taken after that date is valid. All complaints about 
an assessment or classification made after the meeting of the board must 
be heard and determined by the county board of equalization. A nonresident 
may, at any time, before the meeting of the board of review file written 
objections to an assessment or classification with the county assessor. The 
objections must be presented to the board of review at its meeting by the 
county assessor for its consideration. 

Sec. 9. [COUNTY ASSESSORS; SENIOR ACCREDITATION.] 

Notwithstanding Minnesota Statutes, section 273 .06/, the commissioner 
of revenue's approval on January I, /989, of appointments of assessors 
who are not senior accredited on January I, 1989, shall be for a term of 
one year. A county assessor appointed for a one-year term must reapply 
to the commissioner by January 1, 1990, to obtain the approval of the 
commissioner for the remainder of the four-year term. 

Sec. IO. [APPROPRIATION.] 

There is appropriated to the state board of assessors from the general 
fund the amount of $10,000 to be used in fiscal year 1989 for adopting 
rules under section 2. 

Sec. I 1. [EFFECTIVE DATE.] 

Section I is effective the day after final enactment. 

ARTICLE 8 

HUMAN SERVICES PROGRAMS 

Section I. Minnesota Statutes I 987 Supplement, section 256.01, sub­
division 2, is amended to read: 

Subd. 2. [SPECIFIC POWERS.] Subject to the provisions of section 
24 l.021, subdivision 2, the commissioner of human services shall: 

(I) Administer and supervise all forms of public assistance provided for 
by state law and other welfare activities or services as are vested in the 
commissioner. Administration and supervision of human services activities 
or services includes. but is not limited to, assuring timely and accurate 
distribution of benefits, completeness of service, and quality program man­
agement. In addition to administering and supervising human services 
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activities vested by law in the department, the commissioner shall have 
the authority to: 

( a) require local agency participation in training and technical assis­
tance programs to promote compliance with statutes, rules, federal laws, 
regulations and policies governing human services; 

/b) monitor, on an ongoing basis, the performance of local agencies in 
the operation and administration of human services, enforce compliance 
with statutes, rules, federal laws, regulations, and policies governing wel­
fare services and promote excellence of administration and program 
operation; 

(c) develop a quality control program or other monitoring program to 
review county performance and accuracy of benefit determinations; 

( d) require local agencies to make an adjustment to the public assistance 
benefits issued to any individual consistent with federal law and regulation 
and state law and rule and to issue or recover benefits as appropriate; 

(e) delay or deny payment of all or part of the state and federal share 
of benefits and administrative reimbursement according to the procedures 
set forth in section 256.016; and 

(j) make contracts with and grants to public and private agencies and 
organizations, both profit and nonprofit, and individuals, using appropri­
ated funds. 

(2) Inform local agencies, on a timely basis, of changes in statute, rule, 
federal law, regulation, and policy necessary to local agency administra­
tion of the programs. 

(3) Administer and supervise all child welfare activities; promote the 
enforcement of laws protecting handicapped, dependent, neglected and 
delinquent children, and children born to mothers who were not married 
to the children's fathers at the times of the conception nor at the births of 
the children; license and supervise child-caring and child-placing agencies 
and institutions; supervise the care of children in boarding and foster homes 
or in private institutions; and generally perform all functions relating to 
the field of child welfare now vested in the state board of control. 

f;t (4) Administer and supervise all noninstitutional service to handi­
capped persons, including those who are visually impaired, hearing impaired, 
or physically impaired or otherwise handicapped. The commissioner may 
provide and contract for the care and treatment of qualified indigent children 
in facilities other than those located and available at state hospitals when 
it is not feasible to provide the service in state hospitals. 

f41 (5) Assist and actively cooperate with other departments, agencies 
and institutions, local, state, and federal, by performing services in con­
formity with the purposes of Laws 1939, chapter 431. 

~ I 6) Act as the agent of and cooperate with the federal government 
in matters of mutual concern relative to and in conformity with the pro­
visions of Laws I 939, chapter 431, including the administration of any 
federal funds granted to the state to aid in the performance of any functions 
of the commissioner as specified in Laws 1939, chapter 431, and including 
the promulgation of rules making uniformly available medical care benefits 
to all recipients of public assistance, at such times as the federal government 
increases its participation in assistance expenditures for medical care to 
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recipients of public assistance, the cost thereof to be borne in the same 
proportion as are grants of aid to said recipients. 

f61 (7) Establish and maintain any administrative units reasonably nec­
essary for the performance of administrative functions common to all divi­
sions of the department. 

f+1, AdmiRister ftftEi Slif:'IO_f\ ise ~, additieeal wel-fare activities &fte ser­
'fiees as a,e ¥eS!ee by Jaw ffl the ae~aflffiOHt. 

(8) The commissioner is designated as guardian of both the estate and 
the person of all the wards of the state of Minnesota, whether by operation 
of law or by an order of court, without any further act or proceeding 
whatever, except as to persons committed as mentally retarded. 

(9) Act as coordinating referral and informational center on requests for 
service for newly arrived immigrants coming to Minnesota. 

(10) The specific enumeration of powers and duties as hereinabove set 
forth shall in no way be construed to be a limitation upon the general 
transfer of powers herein contained. 

( 11) Establish county, regional, or statewide schedules of maximum fees 
and charges which may be paid by local agencies for medical, dental, 
surgical, hospital, nursing and nursing home care and medicine and medical 
supplies under all programs of medical care provided by the state and for 
congregate living care under the income maintenance programs. 

(12) Have the authority to conduct and administer experimental projects 
to test methods and procedures of administering assistance and services to 
recipients or potential recipients of public welfare. To carry out such exper­
imental projects, it is further provided that the commissioner of human 
services is authorized to waive the enforcement of existing specific statutory 
program requirements, rules, and standards in one or more counties. The 
order establishing the waiver shall provide alternative methods and pro­
cedures of administration, shall not be in conflict with the basic purposes, 
coverage, or benefits provided by law, and in no event shall the duration 
of a project exceed four years. It is further provided that no order establishing 
an experimental project as authorized by the provisions of this section shall 
become effective until the following conditions have been met: 

(a) The proposed comprehensive plan including estimated project costs 
and the proposed order establishing the waiver shall be filed with the 
secretary of the senate and chief clerk of the house of representatives at 
least 60 days prior to its effective date. 

(b) The secretary of health, education, and welfare of the United States 
has agreed, for the same project, to waive state plan requirements relative 
to statewide uniformity. 

(c) A comprehensive plan, including estimated project costs, shall be 
approved by the legislative advisory commission and filed with the com­
missioner of administration. 

(13) In accordance with federal requirements establish procedures to be 
followed by local welfare boards in creating citizen advisory committees, 
including procedures for selection of committee members. 

(14) Allocate federal fiscal disallowances or sanctions which are based 
on quality control error rates for the aid to families with dependent children, 
medical assistance, or food stamp program in the following manner: 



93RDDAY} MONDAY, APRIL 25, 1988 8599 

(a) One-half of the total amount of the disallowance shall be borne by 
the county boards responsible for administering the programs. For the 
medical assistance and AFDC programs, disallowances shall be shared by 
each county board in the same proportion as that county's expenditures for 
the sanctioned program are to the total of all counties' expenditures for the 
AFDC and medical assistance programs. For the food stamp program, 
sanctions shall be shared by each county board, with 50 percent of the 
sanction being distributed to each county in the same proportion as that 
county's administrative costs for food stamps are to the total of all food 
stamp administrative costs for all counties, and 50 percent of the sanctions 
being distributed to each county in the same proportion as that county's 
value of food stamp benefits issued are to the total of all benefits issued 
for all counties. Each county shall pay its share of the disallowance to the 
state of Minnesota. When a county fails to pay the amount due hereunder, 
the commissioner may deduct the amount from reimbursement otherwise 
due the county, or the attorney general, upon the request of the commis­
sioner, may institute civil action to recover the amount due. 

(b) Notwithstanding the provisions of paragraph (a), if the disallowance 
results from knowing noncompliance by one or more counties with a spe­
cific program instruction, and that knowing noncompliance is a matter of 
official county board record, the commissioner may require payment or 
recover from the county or counties, in the manner prescribed in paragraph 
(a), an amount equal to the portion of the total disallowance which resulted 
from the noncompliance, and may distribute the balance of the disallowance 
according to paragraph (a). 

(15) Develop and implement special projects that maximize reimburse­
ments and result in the recovery of money to the state. For the purpose of 
recovering state money, the commissioner may enter into contracts with 
third parties. Any recoveries that result from projects or contracts entered 
into under this paragraph shall be deposited in the state treasury and credited 
to a special account until the balance in the account reaches $400,000. 
When the balance in the account exceeds $400,000, the excess shall be 
transferred and credited to the general fund. All money in the account is 
appropriated to the commissioner for the purposes of this paragraph. 

(16) Have the authority to make direct payments to facilities providing 
shelter to women and their children pursuant to section 256D.05, subdi­
vision 3. Upon the written request of a shelter facility that has been denied 
payments under section 256.05, subdivision 3, the commissioner shall 
review all relevant evidence and make a determination within 30 days of 
the request for review regarding issuance of direct payments to the shelter 
facility. Failure to act within 30 days shall be considered a determination 
not to issue direct payments. 

Sec. 2. [256.016) [COMPLIANCE SYSTEM.} 

Subdivision I. [ AUTHORITY AND PURPOSE. J The commissioner shall 
administer a compliance system for aid to families with dependent children, 
the food stamp program, emergency assistance, general assistance, work 
readiness, medical assistance, f?eneral assistance medical care, emergency 
general assistance, Minnesota supplemental assistance, preadmission 
screening, and alternative care grants under the powers and authorities 
named in section 256.01, subdivision 2. The purpose of the compliance 
system is to permit the commissioner to supervise the administration of 
public assistance programs and to enforce timely and accurate distribution 
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of benefits, completeness of service and efficient and effective program 
management and operations, to increase uniformity and consistency in the 
administration and delivery of public assistance programs throughout the 
state, and to reduce the possibility of sanctions and fiscal disallowances 
for noncompliance with federal regulations and state statutes. 

The commissioner shall utilize training, technical assistance, and mon­
itoring activities, as specified in section 256.01. subdivision 2, to encour­
age local agency compliance with written policies and procedures. 

Subd. 2. [DEFINITIONS.] The following terms have the meanings given 
for the purpose of this section. 

(a) "Administrative penalty" means an adjustment against the local 
agency's state and federal benefit and federal administrative reimbursement 
when the commissioner determines that the local agency is not in com­
pliance with the policies and procedures established by the commissioner. 

(b) "Quality control case penalty" means an adjustment against the 
local agency's federal administrative reimbursement and state and federal 
benefit reimbursement when the commissioner determines through a qual­
ity control review that the local agency has made incorrect payments, 
terminations, or denials of benefits as determined by state quality control 
procedures for the aid to families with dependent children, food stamp, or 
medical assistance programs, or any other programs for which the com­
missioner has developed a quality control system. Quality control case 
penalties apply only to agency errors as defined by state quality control 
procedures. 

(c) "Quality control" means a review system of a statewide random 
sample of cases, designed to provide data on the accuracy with which state 
and federal policies are being applied in issuing benefits and as a fiscal 
audit to ensure the accuracy of expenditures. The quality control system 
is administered by the department. For the aid to families with dependent 
children,food stamp, and medical assistance programs, the quality control 
system is that required by federal regulation, 

Subd. 3. [QUALITY CONTROL CASE PENALTY] The department 
shall disallow, withhold, or deny state and federal benefit reimbursement 
and federal administrative reimbursement payment to a county when the 
commissioner determines that the county has incorrectly issued benefits 
or incorrectly denied or terminated benefits. These cases shall be identified 
by state quality control reviews. 

Subd. 4. [DETERMINING THE AMOUNT OF THE QUALITY CON­
TROL CASE PENALTY] (a) The amount of the quality control case pen­
alty is limited to the amount of the dollar error for the quality control 
sample month in a reviewed case as determined by the state quality control 
review procedures for the aid to families with dependent children and food 
stamp programs or for any other income transfer program for which the 
commissioner develops a quality control program. 

(b) Payment errors in medical assistance or any other medical services 
program for which the department develops a quality control program are 
subject to set rate penalties based on the average cost of the specific quality 
control error element for a sample review month for that household size 
and status of institutionalization and as determined from state quality 
control data in the preceding fiscal year for the corresponding program. 
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(c) Errors identified in negative action cases, such as incorrect termi­
nations or denials of assistance are subject to set rate penalties based on 
the average benefit cost of that household size as determined from state 
quality control data in the preceding fiscal year for the corresponding 
program. 

Subd. 5. [ADMINISTRATIVE PENALTIES.] The department shall dis­
allow or withhold state and federal benefit reimbursement and federal 
administrative reimbursement from local agencies when the actions per­
formed by the local agency are not in compliance with the written policies 
and procedures established by the commissioner. The policies and proce­
dures must be previously communicated to the local agency. A local agency 
shall not be penalized for complying with a written policy or procedure, 
even if the policy or procedure is found to be erroneous and is subsequently 
rescinded by the commissioner. 

Subd. 6. [DETERMINING THE AMOUNT OF THE ADMINISTRA­
TIVE PENALTY] The amount of the penalty imposed on any local agency 
is based on the numbers of public assistance applicants and recipients that 
may be affected by the local agency's failure to comply with the policies 
and procedures established by the commissioner, the fiscal impact of the 
local agency's act ion, and the duration of the noncompliance as determined 
by the commissioner. Administrative penalties shall be imposed indepen­
dent of any quality control case penalties. 

Subd. 7. [PROCESS AND EXCEPTION.] (a)(/) The department shall 
notify the local agency in writing of all proposed quality control case 
penalties. 

(2) The local agency may submit a written exception of the quality 
control error claim and proposed penalty. The exception must be submitted 
to the commissioner within ten calendar days of the receipt of the penalty 
notice. 

( 3) Within 20 calendar days of receipt of the written exception, the 
commissioner shall sustain, dismiss, or amend the quality control findings 
and case penalty and notify the local agency, in writing, of the decision 
and the amount of any penalty. The commissioner's decision is not subject 
to judicial review. 

(b)( I) The department shall notify the local agency in writing of any 
proposed administrative penalty, the date by which the local agency must 
correct the issues noted in the penalty, and the time period within which 
the local agency must submit a corrective action plan for compliance. 

(2) If the local agency fails to submit a corrective action plan within 
the stated time period, or if the corrective action plan does not bring the 
agency into compliance as determined by the department, or if the local 
agency fails to meet the commitments in the corrective action plan, the 
department shall issue the administrative penalty and notify the local 
agency in writing. 

( 3) The local agency may file written exception to the administrative 
penalty with the commissioner within 30 days of the receipt of the depart­
ment's notice of issuing the administrative penalty. The local agency must 
notify the commissioner of its intent to file a written exception within ten 
days of the delivery of the department's notice of the administrative penalty. 
If the local agency does not notify the commissioner of its intent to file 
and does not file a written exception within the prescribed time periods, 
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the department's initial decision shall be final. 

(4) The commissioner shall sustain, dismiss, or amend the administrative 
penalty findings, and shall issue a written order to the local agency within 
30 calendar days after receiving the loCal agency's written exception. 

Subd. 8. [JUDICIAL REVIEW.] A local agency that is aggrieved by the 
order of the commissioner in an administrative penalty of over $75,000, 
or 1.5 percent of the total benefit expenditures for the income maintenance 
programs listed in subdivision 1, for that county, whichever is the lesser 
amount, may appeal the order to the court of appeals by serving a written 
copy of a notice of appeal upon the commissioner within 30 days after the 
date the commissioner issued the administrative penalty order, and by filing 
the original notice and proof of service with the court administrator of 
the court of appeals. Service may be made personally or by mail. Service 
by mail is_ complete upon mailing. The record of review shall consist of 
the advance notice of the administrative penalty to the local agency, the 
local agency corrective action plan if any, the final notice of the admin­
istrative penalty, the local agency's written exception to the administrative 
penalty order, and any other material submitted for the commissioner's 
consideration, and the commissioner's final written order. The court may 
affirm the commissioner's decision or remand the case for further pro­
ceedings, or it may reverse or modify the decision if the substantial rights 
of the local agency have been prejudiced because the decision is: (I) in 
excess of the statutory authority or jurisdiction of the agency; (2) unsup­
ported by substantial evidence in view of the entire record as submilled; 
(3) arbitrary or capricious; or (4) in violation of constitutional provisions. 

Subd. 9. [TIMING AND DISPOSITION OF PENALTY AND CASE 
DISALLOWANCE FUNDS.] Quality control case penalty and adminis­
trative penalty amounts shall be disallowed or withheld from the next 
regular reimbursement made to the county agency for state and federal 
benefit reimbursements and federal administrative reimbursements for all 
programs covered in this section, according to procedures established in 
statute, but shall not be imposed sooner than 30 calendar days from the 
date of written notice of such penalties. All penalties must be deposited 
in the county incentive fund provided in section 256.017. All penalties 
must be imposed according to this provision until a decision is made 
regarding the status of a wrillen exception. Penalties must be returned to 
local agencies when a review of a wrillen exception results in a decision 
in their favor. 

Subd. JO. [COUNTY OBLIGATION TO MAKE BENEFIT PAYMENTS.] 
Counties subject to fiscal penalties shall not reduce or withhold benefits 
from eligible recipients of programs listed in subdivision 1 in order to cover 
the cost of penalties under this section. County funds shall be used to 
cover the cost of any penalties. 

Sec. 3. (256.017] [COUNTY PUBLIC ASSISTANCE INCENTIVE 
FUND.] 

Beginning in 1990, $1,000,000 is appropriated from the general fund 
to the department in each fiscal year for awards to counties: (I) that have 
not been assessed an administrative penalty under section 256.016 in the 
corresponding fiscal year: and (2) that perform satisfactorily according 
to indicators established by the commissioner. 

After consultation With -Local agencies, the commissioner shall inform 



93RDDAY] MONDAY, APRIL 25, 1988 8603 

local agencies in writing of the performance indicators that govern the 
awarding of the incentive fund for each fiscal year by April of the preceding 
fiscal year. 

The commissioner may set performance indicators to govern the award­
ing of the total fund, may allocate portions of the fund to be awarded by 
unique indicators, or may set a sole indicator to govern the awarding of 
funds. 

The funds shall be awarded to qualifying local agencies according to 
their share of benefits for the programs related to the performance indi­
cators governing the distribution of the Jund or part of it as compared to 
the total benefits of all qualifying local agencies for the programs related 
to the performance indicators governing the distribution of the fund or 
part of it. 

Sec. 4. Minnesota Statutes 1986, section 256. 72, is amended to read: 

256.72 [DUTIES OF COUNTY AGENCIES.] 

The county agencies shall: 

(I) Administer the provisions of sections 256. 72 to 256.87 in the respec­
tive counties subject to the rules prescribed by the state agency pursuant 
to the provisions of those sections and to the supervision of the commis­
sioner of human services specified in section 256.01; 

(2) Report to the state agency at such times and in such manner and 
form as the state agency may from· time to time direct; and 

(3) Submit quarterly and annually to the county board of commissioners 
a budget containing an estimate and supporting data setting forth the amount 
of money needed to carry out the provisions of those sections. 

(4) In addition to providing financial assistance, provide such services 
as will help to maintain and strengthen family life and promote the support 
and personal independence of parents and relatives insofar as such help is 
consistent with continuing parental care and protection. 

Sec. 5. Minnesota Statutes 1986, section 256.81, is amended to read: 

256.81 [COUNTY AGENCY, DUTIES.] 

(I) The county agency shall keep such records, accounts, and statistics 
in relation to aid to families with dependent children as the state agency 
shall prescribe. 

(2) Each grant of aid to families with dependent children shall be paid 
to the recipient by the county agency except in those instances in which 
the county agency subject to the rules of the state agency determines that 
payments for care shall be made to an individual other than the parent or 
relative with whom the dependent child is living or to vendors of goods 
and services for the benefit of the child because such parent or relative is 
unable to properly manage the funds in the best interests and welfare of 
the child. 

(3) The county shall be paid from.state and federal funds available therefor 
the amount provided for in section 256.82. 

(4) Federal funds available for administrative purposes shall be distrib­
uted between the state and the counties in the same proportion that expen­
ditures were made except as provided for in section 256.016. 
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Sec. 6. Minnesota Statutes 1986, section 256.82, subdivision I, is amended 
to read: 

Subdivision I. [MONTHLY PAYMENTS.] For the period from January 
1 to June 30, based upon estimates submitted by the county agency to the 
state agency, which shall state the estimated required expenditures for the 
succeeding month, upon the direction of the state agency payment shall 
be made monthly in advance by the state to the counties of all federal funds 
available for that purpose for such succeeding month, together with an 
amount of state funds equal to 'l-0 85 percent of the difference between the 
total estimated cost and the federal funds so available for payments made 
after Deeemher J+,- -1-9+9 aoo hefere Janaary -I, -1-',&.J, aoo M !'"reetlt ef 
11,e aitterenee for paymeRts fflOae after Deeember 3-1-, .J-9&9 except as 
provided/or in section 256.016. Adjustment of any overestimate or under­
estimate made by any county shall be made upon the direction of the state 
agency in any succeeding month. Subsequent to July 1 of each year, the 
state agency shall reimburse the county agency for the funds expended 
during the January 1 to June 30 period except as provided for in section 
256.016. For the period from July 1 to December 31 based upon the 
estimates submitted by the county agency to the state agency, which shall 
state the estimated required expenditures for the succeeding month, upon 
the direction of the state agency, payment shall be made monthly in advance 
by the state to the counties of all state and federal funds available for that 
purpose for the succeeding month except as provided for in section 256.016. 
Payment shall be made on the basis of federal and state participation rates 
described in this subdivision. Adjustment of any overestimate or under­
estimate made by any county shall be made upon the direction of the state 
agency in any succeeding month. Effective January 1, 1989, the state rate 
of participation shall be determined as a percentage that equals the dif­
ference between 100 percent and the percentage rate of federal financial 
participation. 

Sec. 7. Minnesota Statutes 1986, section 256.863, is amended to read: 

256.863 [RECOVERY OF MONEYS; APPORTIONMENT.] 

When any amount shall be recovered from any source for assistance 
furnished under the provisions of sections 256. 72 to 256.87, except as 
provided in sections 256.018 and 256.98, subdivision 7, there shall be 
paid to the United States the amount which shall be due under the terms 
of the Social Security Act and the balance thereof shall be paid into the 
treasury of the state or county substantially in the proportion in which they 
have respectively contributed toward the total assistance paid. +he ameunt 
<ltre ½he respeetive partieipating tln#s ef ge,·ernment sh&II be ae!eFmiRea 
by fflle aaeptea by ½he eemmissiener of ffiHfHHt se,viees paFSaant to a 
•armala ef reimbursement prese,ihea er aathariaea by ½he fe<leral Seeial 
Seeurity AElminislreHeR. 

Sec. 8. Minnesota Statutes 1986, section 256.871, subdivision 6, is 
amended to read: 

Subd. 6. [ESTIMATED EXPENDITURES; PAYMENTS.] The county 
agency shall submit to the state agency an estimate of expenditures for 
each succeeding month in such form as required by the state agency. For 
the period from January 1 to June 30, payment shall be made monthly in 
advance by the state agency to the counties, of federal funds available for 
that purpose for each succeeding month, together with an amount of state 
funds equal to ten percent of the difference between the total estimated 
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cost and the federal funds so available, except as provided for in section 
256.016. Subsequent to July 1 of each year the state agency shall reimburse 
the county agency for the funds expended during the January 1 to June 
30 period, except as provided/or in section 256.016. For.the period from 
July 1 to December 31, payment shall be made monthly in advance by the 
state agency to the counties, of all state and federal funds available for 
that purpose for the succeeding month, except as provided for in section 
256.016. Payment shall be made on the basis of federal and state partic­
ipation rates described in this subdivision. Effective January 1, 1989, the 
state rate of participation shall be determined as a percentage that equals 
the difference between JOO percent and the percentage rate of federal 
financial participation. Adjustment of any overestimate or underestimate 
made by any county shall be made upon the direction of the state agency 
in any succeeding month. 

Sec. 9. Minnesota Statutes 1986, section 256.935, subdivision I, is 
amended to read: 

Subdivision I. On the death of any person receiving public assistance 
through aid to dependent children, the county agency shall pay an amount 
for funeral expenses not exceeding $3 70 and actual cemetery charges. No 
funeral expenses shall be paid if the estate of the deceased is sufficient to 
pay such expenses or if the children, or spouse, who were legally responsible 
for the support of the deceased while living, are able to pay such expenses; 
provided, that the additional payment or donation of the cost of cemetery 
lot, interment, religious service, or for the transportation of the body into 
or out of the community in which the deceased resided, shall not limit 
payment by the county agency as herein authorized. Freedom of choice in 
the selection of a funeral director shall be granted to persons lawfully 
authorized to make arrangements for the burial of any such deceased recip­
ient. In determining the sufficiency of such estate, due regard shall be had 
for the nature and marketability of the assets of the estate. The county 
agency may grant funeral expenses where the sale would cause undue loss 
to the estate. Any amount paid for funeral expenses shall be a prior claim 
against the estate, as provided in section 524.3-805, and any amount recov­
ered shall be reimbursed to the agency which paid the expenses. For the 
period from January 1 to June 30, the state shall reimburse the county for 
50 percent of any payments made for funeral expenses except as provided 
for in section 256.016. Subsequent to July 1 of each year, the state agency 
shall reimburse the county agency for the funds expended during the Jan­
uary 1 to June 30 period. For the period from July 1 to December 31, the 
state shall reimburse the county for 100 percent of any payments made for 
funeral expenses except as provided for in section 256.016. 

Sec. 10. Minnesota Statutes 1986, seclion 256.991, is amended to read: 

256.991 [RULES.] 

The commissioner of human services may promulgate emergency and 
permanent rules as necessary to implement sections 256.01, subdivision 
2; 256.82, subdivision 3; 256.966, subdivision I; 256.968; 256D.03, sub­
divisions 3, 4, 6, and 7; and 261 .23. The commissioner shall promulgate 
emergency and permanent rules to establish standards and criteria for decid­
ing which medical assistance services require prior authorization and for 
deciding whether a second medical opinion is required for an elective 
surgery. The commissioner shall promulgate permanent and emergency 
rules as necessary to establish the methods and standards for determining 
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inappropriate utilization of medical assistance services. 

The commissioner of human services shall adopt emergency rules which 
meet the requirements of sections 14.29 to 14.36 for the medical assistance 
demonstration project. Notwithstanding the provisions of section 14.35, 
the emergency rules promulgated to implement section 256B.69 shall be 
effective for 360 days and may be continued in effect for an additional 900 
days if the commissioner gives notice by publishing a notice in the state 
register and mailing notice to all persoris registered with the commissioner 
to receive notice of rulemaking proceedings in connection with the project. 
The emergency rules shall not be effective beyond December 31, I 986, 
without meeting the requirements of sections 14.13 to 14.20. 

Sec. II. Minnesota Statutes 1986, section 256B.041, subdivision 5, is 
amended to read: 

Subd. 5. [PAYMENT BY COUNTY TO STATE TREASURER.] If required 
by federal law or rules promulgated thereunder, or by authorized rule of 
the state agency, each county shall pay to the state treasurer the portion of 
medical assistance paid by the state for which it is responsible. '.Hte eeuHty's si-e.,. eest t!ftftll ee - j>ef€eft!.,.!hatJ>0ftieftoo1me11,y fe<le,aJ ~ 
Effective January 1, 1989, the state rate of participation shall be deter­
mined as a percentage that equals the difference between 100 percent and 
the percentage rate of federal financial participation. 

For the period from January 1 to June 30, the county shall advance its 
j>0ftieft ten percent of that portion of medical assistance costs not met by 
federal funds, based upon estimates submitted by the state agency to the 
county agency, stating the estimated expenditures for the succeeding month. 
Upon the direction of the county agency, payment shall be made monthly 
by the county to the state for the estimated expenditures for each month. 
Adjustment of any overes(imate or underestimate based on actual expen­
ditures shall be made by the state agency by adjusting the estimate for any 
succeeding month. Subsequent to July 1 of each year, the state agency shall 
reimburse the county agency for the funds expended during the January 
1 to June 30 period, except as provided for in section 256.016. For the 
period from July 1 to December 31, payments will be made by the state 
agency, except as provided for in section 256.016, and the county agency 
will be advised of the amounts paid monthly. 

Sec. 12. Minnesota Statutes 1986, section 256B.041, subdivision 7, is 
amended to read: 

Subd. 7. Federal funds available for administrative purposes shall be 
distributed between the state and the county on the same basis that reim­
bursements are earned, except as provided for under section 256.016. 

Sec. 13. Minnesota Statutes I 986, section 256B.05, subdivision I, is 
amended to read: 

Subdivision I. The county agencies shall administer medical assistance 
in their respective counties under the supervision of the state agency and 
the commissioner of human services as specified in section 256.01, and 
shall make such reports, prepare such statistics, and keep such records and 
accounts in relation to medical assistance as the state agency may require. 

Sec. 14. Minnesota Statutes 1987 Supplement, section 256B.091, sub­
division 8, is amended to read: 

Subd. 8. [ALTERNATIVE CARE GRANTS.] The commissioner shall 
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provide grants to counties participating in the program to pay costs of 
providing alternative care to individuals screened under subdivision 4 and 
nursing home or boarding care home residents who request a screening. 
Prior to July of each year, the commissioner shall allocate state funds 
available for alternative care grants to each local agency. This allocation 
must be made as follows: half of the state funds available for alternative 
care grants must be allocated to each county according to the total number 
of adults in that county who are recipients age 65 or older who are reported 
to the department by March 1 of each state fiscal year and half of the state 
funds available for alternative care grants must be allocated to a county 
according to that county's number of Medicare enrollments age 65 or older 
for the most recent statistical report. Payment is available under this sub­
division only for individuals (I) for whom the screening team would rec­
ommend nursing home or boarding care home admission, or continued stay 
if alternative care were not available; (2) who are receiving medical assis­
tance or who would be eligible for medical assistance within 180 days of 
admission to a nursing home; -(3) who need services that are not available 
at that time in the county through other public assistance; and (4) who are 
age 65 or older. 

The commissioner shall establish by rule, in accordance with chapter 
14, procedures for determining grant reallocations, limits on the rates for 
payment of approved services, including screenings, and submittal and 
approval of a biennial county plan for the administration of the preadmis­
sion screening and alternative care grants program. Grants may be used 
for payment of costs of providing care-related supplies, equipment, and 
services such as, but not limited to, foster care for elderly persons, day care 
whether or not offered through a nursing home, nutritional counseling, or 
medical social services, which services are provided by a licensed health 
care provider, a home health service eligible for reimbursement under Titles 
XVIII and XIX of the federal Social Security Act, or by persons employed 
by or contracted with by the county board or the local welfare agency. The 
county agency shall ensure that a plan of care is established for each 
individual in accordance with subdivision 3, clause (e)(2), and that a client's 
service _needs and eligibility is reassessed at least every six months. The 
plan shall include any services prescribed by the individual's attending 
physician as necessary and follow up services as necessary. The county 
agency shall provide documentation to the commissioner verifying that the 
individual's alternative care is not available at that time through any other 
public assistance or service program and shall provide documentation in 
each individual's plan of care and to the commissioner that the most cost­
effective alternatives available have been offered to the individual and that 
the individual was free to choose among available qualified providers, both 
public and private. The county agency shall document to the commissioner 
that the agency made reasonable efforts to inform potential providers of 
the anticipated need for services under the alternative care graflts program, 
including a minimum of 14 days written advance notice of the opportunity 
to be selected as a service provider and an annual public meeting with 
providers to explain and review-the criteria for selection, and that the agency 
allowed potential providers an opportunity to be selected to contract with 
the county board. Grants to counties under this subdivision are subject to 
audit by the commissioner for fiscal and utilization control. 

The county must select providers for contracts or agreements using the 
following criteria and other criteria established by the county: 
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(I) the need for the particular services offered by the provider; 

(2) the population to be served, including the number of clients, the 
length of time services will be provided, and the medical condition of 
clients; 

(3) the geographic area to be served; 

(4) quality assurance methods, including appropriate licensure, certifi­
cation, or standards, and supervision of employees when needed; 

(5) rates for each service and unit of service exclusive of county admin­
istrative costs; 

( 6) evaluation of services previously delivered by the provider; and 

(7) contract or agreement conditions, including billing requirements, 
cancellation, and indemnification. 

The county must evaluate its own agency services under the criteria 
established for other providers. The county shall provide a written statement 
of the reasons for not selecting providers. 

The commissioner shall establish a sliding fee schedule for requiring 
payment for the cost of providing services under this subdivision to persons 
who are eligible for the services but who are not yet eligible for medical 
assistance. The sliding fee schedule is not subject to chapter 14 but the 
commissioner shall publish the schedule and any later changes in the State 
Register and allow a period of 20 working days from the publication date 
for interested persons to comment before adopting the sliding fee schedule 
in final forms. 

The commissioner shall apply for a waiver for federal financial partici­
pation to expand the availability of services under this subdivision. The 
commissioner shall provide grants to counties from the nonfederal share, 
unless the commissioner obtains a federal waiver for medical assistance 
payments, of medical assistance appropriations. A county agency may use 
grant money to supplement but not supplant services available through other 
public assistance or service programs and shall not use grant money to 
establish new programs for which public money is available through sources 
other than grants provided under this subdivision. A county agency shall 
not use grant money to provide care under this subdivision to an individual 
if the anticipated cost of providing this care would exceed the average 
payment, as determined by the commissioner, for the level of care that the 
recipient would receive if placed in a nursing home or boarding care home. 
For the period from January I to June 30, the nonfederal share may be 
used to pay up to 90 percent of the start-up and service delivery costs of 
providing care under this subdivision. Each county agency that receives a 
grant shall pay ten percent of the costs for persons who are eligible for the 
services but who are not yet eligible for medical assistance. Subsequent to 
July I of each year, the state agency shall reimburse the county agency 
for the funds expended during the January I to June 30 period, except as 
provided for in section 256.016. For the period from July I to December 
31, the nonfedera/ share may be used to pay up to JOO percent of the start­
up and service delivery costs of providing care under this subdivision. 

The commissioner shall promulgate emergency rules in accordance with 
sections 14.29 to 14.36, to establish required documentation and reporting 
of care delivered, 



93RDDAY] MONDAY, APRIL 25, 1988 8609 

Sec. 15. Minnesota Statutes 1987 Supplement, section 256B. l 5, is amended 
to read: 

256B.15 [CLAIMS AGAINST ESTATES.] 

If a person receives any medical assistance hereunder, on the person's 
death, if single, or on the death of the survivor of a married couple, either 
or both of whom received medical assistance, and only when there is no 
surviving child who is under 21 or is blind or totally disabled, the total 
amount paid for medical assistance rendered for the person and spouse, 
after age 65, without interest, shall be filed as a claim against the estate 
of the person or the estate of the surviving spouse in the court having 
jurisdiction to probate the estate. A claim against the estate of a surviving 
spouse who did not receive medical assistance, for medical assistance ren­
dered for the predeceased spouse, is limited to the value of the assets of 
the estate that were marital property or jointly-owned property at any time 
during the marriage. The claim shall be considered an expense of the last 
illness of the decedent for the purpose of section 524.3-805. Any statute 
of limitations that purports to limit any county agency or the state agency, 
or both, to recover for medical assistance granted hereunder shall not apply 
to any claim made hereunder for reimbursement for any medical assistance 
granted hereunder. Counties flle:,' fel&HI are entitled to one-half of the 
nonfederal share of medical assistance collections from estates that are 
directly attributabl~ to county effort. 

Sec. 16. Minnesota Statutes 1987 Supplement, section 256B.19, sub­
division 1, is amended to read: 

Subdivision I. [DIVISION OF COST.] The cost of medical assistance 
paid by each county of financial responsibility shall be borne as follows: 
For the period from January 1 to June 30, payments shall be made by the 
state to the county for that portion of medical assistance paid by the federal 
government and the state on or before the 20th day of each month for the 
succeeding month upon requisition from the county showing the amount 
required for the succeeding month. Ninety percent of the expense of assis­
tance not paid by federal funds available for that purpose shall be paid by 
the state and ten percent shall be paid by the county of financial respon­
sibility, except as provided for in section 256.016. 

For the period from January 1 to June 30, for counties that participate 
in a Medicaid demonstration project under sections 256B.69 and 256B. 7 I, 
the division of the nonfederal share of medical assistance expenses for 
payments made to prepaid health plans or for payments made to health 
maintenance organizations in the form of prepaid capitation payments, this 
division of medical assistance expenses shall be 95 percent by the state 
and five percent by the county of financial responsibility. Subsequent to 
July 1 of each year, the state agency shall reimburse the county agency 
for the funds expended during the January 1 to June 30 period, except as 
provided for in section 256.016. 

For the period from July 1 to December 31, except as provided for in 
section 256.016, payments shall be made by the state to the county for 
that portion of medical assistance paid by the federal government and the 
state on or before the 20th day of each month for the succeeding month 
upon requisition from the county showing the amount required for the 
succeeding month. The expense of assistance not paid by federal funds 
available for that purpose shall be paid by the state. 
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In counties where prepaid health plans are under contract to the com­
missioner to provide services to medical assistance recipients, the cost of 
court ordered treatment ordered without consulting the prepaid health plan 
that does not include diagnostic evaluation, recommendation, and referral 
for treatment by the prepaid health plan is the responsibility of the county 
of financial responsibility. 

Sec. 17. Minnesota Statutes 1986, section 256B. l 9, subdivision 2, is 
amended to read: 

Subd. 2. Federal funds available for administrative purposes shall be 
distributed between the state and the county in the same proportion that 
expenditures were made, except as provided for in section 256.016. 

Sec. 18. Minnesota Statutes 1987 Supplement, section 256D.03, sub­
division 2, is amended to read: 

Subd. 2. Afrer E>eeemeer 3-1, -1-984; For the period from January 1 to 
June 30, state aid shall be paid to local agencies for 75 percent of all 
general assistance and work readiness grants up to the standards of sec­
tions 256D.01, subdivision la, and 256D.051, and according to procedures 
established by the commissioner, except as provided for under section 
256.016. Subsequent to July 1 of each year, the state agency shall reimburse 
the county agency for the funds expended during the January 1 to June 
30 period, except as provided for in section 256.016. 

For the period from July 1 to December 31, state aid shall be paid to 
local agencies for+!; JOO percent of all general assistance and work readi­
ness grants up to the standards of see"8ft sections 256D.0l, subdivision 
la, and 256D.051, and according to procedures established by the com­
missioner, except as provided for under section 256.016 and except that, 
after December 31, -1-9&+ 1988, state aid is reduced to 65 percent of all 
general assistance grants if the local agency does not make occupational 
or vocational literacy training available and accessible to recipients who 
are eligible for assistance under section 256D.05, subdivision 1, paragraph 
(a), clause (15). 

After December 31, -1-984 1988, state aid must be paid to local agencies 
for 65 percent of work readiness assistance paid under section 256D. 05 1 
if the county does not have an approved and operating community invest­
ment program. 

Any local agency may, from its own resources, make payments of general 
assistance: (a) at a standard higher than that established by the commis­
sioner without reference to the standards of section 256D.0l, subdivision 
l; or, (b) to persons not meeting the eligibility standards set forth in section 
256D.05, subdivision 1, but for whom the aid would further the purposes 
established in the general assistance program in accordance with rules 
promulgated by the commissioner pursuant to the administrative procedure 
act. 

Sec. 19. Minnesota Statutes 1986, section 256D.03, subdivision 6, is 
amended to read: 

Subd. 6. [DIVISION OF COSTS.] The state shall pay 9G JOO percent of 
the cost of general assistance medical care paid i,y the leea! ageaey er 
ee,,Hty pursuant to this section, in accordance with sections 256B.041, 
subdivision 5, and 256B.19, subdivision 1, except as provided for in section 
256.016. In counties where prepaid health plans are under contract to the 
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commissioner to provide services to general assistance medical care recip­
ients, the cost of court ordered treatment that does not include diagnostic 
evaluation, recommendation, or referral for treatment by the prepaid health 
plan is the responsibility of the county of financial responsibility. 

Sec. 20. Minnesota Statutes 1986, section 256D.04, is amended to read: 

256D.04 [DUTIES OF THE COMMISSIONER.] 

In addition to any other duties imposed by law, the commissioner shall: 

(I) Supervise according to section 256.01 the administration of general 
assistance and general assistance medical care by local agencies as provided 
in sections 256D.01 to 256D.21; 

(2) Promulgate uniform rules consistent with law for carrying out and 
enforcing the provisions of sections 256D.Ol to 256D.21 to the end that 
general assistance may be administered as uniformly as possible throughout 
the state; rules shall be furnished immediately to all local agencies and 
other interested persons; in promulgating rules, the provisions of sections 
14.01 to 14. 70, shall apply; 

(3) Allocate moneys appropriated for general assistance and general 
assistance medical care to local agencies as provided in section 256D.03, 
subdivisions 2 and 3; 

(4) Accept and supervise the disbursement of any funds that may be 
provided by the federal government or from other sources for use in this 
state for general assistance and general assistance medical care; 

(5) Cooperate with other agencies including any agency of the United 
States or of another state in all matters concerning the powers and duties 
of the commissioner under sections 256D.0l to 256D.21; 

(6) Cooperate to the fullest extent with other public agencies empowered 
by law to provide vocational training. rehabilitation, or similar services; 
and 

(7) Gather and study current information and report at least annually to 
the governor and legislature on the nature and need for general assistance 
and general assistance medical care, the amounts expended under the super~ 
vision of each local agency, and the activities of each local agency and 
publish such reports for the information of the public. 

Sec. 21. Minnesota Statutes 1986, section 256D.36, subdivision I, is 
amended to read: 

Subdivision I. Commencing January I, 1974, the commissioner shall 
certify to each local agency the names of all county residents who were 
eligible for and did receive aid during December, 1973 pursuant to a cat­
egorical aid program of old age assistance, aid to the blind, or aid to the 
disabled. l'fem ftfltl aftef Jan11ar)' I; +980, IHlffl Janoary I, -1-98+, For the 
period from January 1 to June 30, the state shall pay '7G 85 percent and 
the county shall pay ~ 15 percent of the supplemental aid calculated for 
each county resident certified under this section who is an applicant for or 
recipient of supplemental security income, except as provided for in section 
256.016. After Deeemeer 3+, +980, the Sffl!e shall l"'Y ~ f"'Feenl ftflti the 
eettAty shall l'flY ~ per€efll "1 the ai4- Subsequent to July I of each year, 
the state agency shall reimburse the county agency for the funds expended 
during the January 1 to June 30 period, except as provided for in section 
256.016. For the period from July 1 to December 31, the state agency 
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shall pay JOO percent of the supplemental aid calculated for each county 
resident certified under this section who is an applicant for or recipient 
of supplemental security income, except as provided for in section 256.016. 
The amount of supplemental aid for each individual eligible under this 
section shall be calculated pursuant to the formula prescribed in title II, 
section 212 (a) (3) of Public Law Number 93-66, as amended. 

Sec. 22. Minnesota Statutes 1987 Supplement, section 256G.0l, sub­
division 3, is amended to read: 

Subd. 3. [PROGRAM COVERAGE.] This chapter applies to all programs 
administered by the commissioner in which residence is the determining 
factor in establishing financial responsibility. These include, but are not 
limited to: aHi le >afftilies with ee~eRdeRt ehileFeR; ffteeieal assistaRee; 
getteml assislaRee; getteml assistaRee fftedieal eare; MiRReseta Wf'l'le­
mettta-l a-t-(F, commitment proceedings, including voluntary admissions; poor 
relief funded wholly through local agencies; and social services, including 
title XX, IV-E and other components of the community social services act, 
sections 256E.Ol to 256E. l2. It also applies to service responsibility in 
the income maintenance and health care programs administered by the 
commissioner. 

Sec. 23. Minnesota Statutes 1987 Supplement, section 256G.02, sub­
division 4, is amended to read: 

Subd. 4. [COUNTY OF FINANCIAL RESPONSIBILITY.] (a) "County 
of financial responsibility" has the meanings in paragraphs (b) to W (e). 

(b) For an applicant who resides in the state and is not in a facility 
described in subdivision 5, it means the county in which the applicant 
resides at the time of application. 

(c) For an applicant who resides in a facility described in subdivision 5, 
it means the county in which the applicant last resided in nonexcluded 
status immediately before entering the facility. 

(d) For an applicant who has not resided in this state for any time other 
than the excluded time, it means the county in which the applicant resides 
at the time of making application. 

(e) l'6f ffteeieal assistaAee pu,peses eRly, aftd fef ftA ffiffiAi woo has 
feStt!e<I -1y ift ttR eJ<eluaea lime feeilit)', it ffieftftS the Cffiffify - w<tttld 
ha¥e beeR FespeRsiBle fef the ffiffiAi if eligi~ility ftt!d beeR estaBlishea, 
l,ased etl that ef the bifth fft0!heF, at the time <>f ap~liealieR. 

ff) ~lotwi!hslaRdiRg parng,aphs (-l>t le fdh the €6\ffify 0HiRaReial ,espeR 
si!,iJity fer ffteeieal assistaRee FeeipieRIS i£ the €6\ffify from wl¼iffi a reeij,­
fe.t:tt ts reeeiving a maintenance gt=afl-l' 0f fH6fte}' payment tffltle.F the pregram 
ef aHi te >afftilies with depeReeRI ehildFeR 0f MiRResota suppleffteRtal affi,. 

fg) ~letwithstaRdiRg parngrnphs t1>t1efft,the€61fflfyeffiRaReial resJ'etl­
si!,i!ity fuF seeiol sef\·iees f<>Faf"'F500 Feeei,·iRg ai<l le >afftilies with dej>eft­
deflt ehildFeR, geReffil assistaRee, geRefill assis!aRee fftedieal e-are, fftedieal 
assistaRee, e.- MiRReseta sapplea,eRtal aHi i£ the €6\ffify from wl¼iffi that 
peFS6A" ts reeeiYing the a-ta e-F assistance. If more than one named program 
is open concurrently, financial responsibility for social services attaches to 
the program that has the earliest date of application and has been open 
without interruption. 

W If) Notwithstanding paragraphs (b) to fgj (e), the county of financial 
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responsibility for semi-independent living services provided under section 
252.275, and Minnesota Rules, parts 9525.0500 to 9525.0660, is the county 
of residence in nonexcluded status immediately before the placement into 
or request for those services. 

Sec. 24. Minnesota Statutes 1987 Supplement, section 256G.04, sub­
division I, is amended to read: 

Subdivision I. [TIME OF DETERMINATION.] For purposes of estab­
lishing financial responsibility, residence must be determined as of the date 
a local agency receives a signed request or signed application or the date 
of eligibility, whichever is later. This subdivision extends to cases in which 
the applicant may move to another county after the date of application but 
before the grant or service is actually approved. 

Sec. 25. Minnesota Statutes 1987 Supplement, section 256G.05, is amended 
to read: 

256G.05 [RllSPO~ISIBILITY FOR EMERGE~ICIES.] 

Subai,·isien I. [RESll)HICE WOT A TEST.] In situotiens in•el•ing 
eme,geneies • e,i~iee by a leeal ogeney, finaneiol •espensibility fo, aid 16 
families with eepeneent ehile,en, gene,al assistonee, 1111<1 Minneseta Stijl­
plemenlol 1tt0 rests with the """"13/ iB wltieh an etker .. ise eligible l"'fseR 
is pk~ sieolly pFeSeft! when the applieotien i,; fileth The """"13/ &f Fesieenee 
tsfl0t ebligolee te ,eimbu,se. Finoneiol Fespensibility i'ilifflitee!<>slGdays 
ttttless 0~hefv,rise speeified i-R the~ ef the affeeted 1negrnm. 

Slle<h ~ [NON-MINNESOTA RESIDENTS.] 

State residence is not required for receiving emergency assistance in the 
general assistance and Minnesota supplemental aid programs only. The 
receipt of emergency assistance must not be used as a factor in determining 
county or state residence. 

Sec. 26. Minnesota Statutes 1987 Supplement, section 256G.07, is amended 
to read: 

256G.07 [MOVING TO ANOTHER COUNTY.] 

Subdivision I. [EFFECT OF MOVING.] Except as provided in subdi­
vision 4, a person who has applied for and is receiving assistftnce services 
under a program governed by this chapter, in any county in this state. and 
who moves to another county in this state, is entitled to continue to receive 
that assistance from the county from which that person has moved until 
that person has resided in nonexcluded status for two full calendar months 
in the county to which that person has moved. 

Fer J:Jl:lff'BSes ef geneFel assistance -8-ft6- genemJ essislaHce ftle8ieel €-tlfe. 
tl,ts lin>e peH&II ts; ho·Ne,·e,, """ tttl-1 eolenao, lft&lltlr. 

Subd. 2. [TRANSFER OF RECORDS.] Before the person has resided 
in nonexcluded status for two calendar months, eF """ eoleneo, meAfR iB 
the ease af geneFal assistance eF genemJ essislenee medical ea-re-. in the 
county to which that person has moved, the local agency of the county 
from which the person has moved shall transfer all necessary records relat­
ing to that person to the local agency of the county to which the person 
has moved. 

Subd. 3. [CONTINUATION OF CASE.] When the case is terminated for 
30 days or less before the recipient reapplies, that case remains the financial 
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responsibility of the county from which the recipient moved until the res­
idence requirement in subdivision I is met. 

Subd. 4. [MULTIPLE l'INA~ICIAL RESPO~ISIBILITY.] Witeft _,,., 
tltaft """ €ffitftty beeemes fiaaaeially respeHsible fer a ease iH, elvi•g a 
siftg1e assistaaee lff¼i¼-; tHltler a pregram ee,•ere!I b-y t1,t,, ehapter, lftal ease 
fftlfSt l,e imme!liately reeeHsi!lere!I by the affeete!l leeal ageneies. Begifl­
HiHg with the first say <>f the ealen!lar fR0fllft after fflill reeensiee,atien, 
finaneial ,espensibiht)' fer the eHtire assistanee -it beleRgs te the €ffitftty 
lftal was iRitially ,espeRsible fer the preg,am with the e!lfliest 8ftte <>f 
applieatieR. 

~~ [SOCIAL SERVICE PROVISION.] The types and level of social 
services to be provided in any case governed by this chapter are those 
otherwise provided in the county in which the person is physically residing 
at the time those services are provided. 

Sec. 27. Minnesota Statutes 1987 Supplement, section 256G. IO, is amended 
to read: 

256G.10 [DERIVATIVE SETTLEMENT ELIMINATED.] 

~ as !leseFibe!I ill seetieR 2§6G.Q2, ssb!livisie• 4, pa,ag,aph f<lh 
Residence under this chapter must be determined independently for each 
applicant. The residence of the parent or guardian does not determine the 
residence of the child or ward. Physical or legal custody has no bearing on 
residence determinations. This section does not, however, apply to situa­
tions involving another state or limit the application of an interstate compact. 

Sec. 28. Minnesota Statutes 1987 Supplement, section 256G. l l, is amended 
to read: 

256G. l l [NO RETROACTIVE EFFECT.] 

This chapter ts ftet retrnaetive a-Rd does not require the retroactive rede­
termination of financial responsibility for cases existing on January I, 
1988. This chapter applies only to applications and redeterminations of 
eligibility taken or routinely made after January I, 1988. 

~letwithstandiag tht,, seetiea, hewe,•e,, Misting seeia! ser,;;ee eases tie 
te eases fer 11,ese prngFalHS eslliHee ift seetieR 2§6G.{J2, ssbei•liSiBR 1-, 
13aragraf1l=t fgh ffif Wffi€fl aft a13131ieati0R i-s t-a-keft et= a recletermieatisR i-s 
made after JaRS8F) I, +98&-, 

Sec. 29. [256.018] (RECOVERY OF MONEY; APPORTIONMENT.] 

When an amount is recovered from any source for assistance given under 
the provisions governing public assistance programs including aid to fam­
ilies with dependent children, emergency assistance, general assistance, 
work readiness, and Minnesota supplemental aid, there shall be paid to 
the United States the amount due under the terms of the Social Security 
Act and the balance must be paid into the treasury of the state or county 
in accordance with current rates of financial participation; except if the 
recovery is directly attributable to county effort, the county may keep one­
half of the nonfederal share of the recovery. This does not apply to recov­
eries from medical providers or to recoveries begun by the department of 
human services' surveillance and utilization review division, state hospital 
collections unit, and the benefit recoveries division or, by the attorney 
general's office, or child support collections. 

Sec. 30. Minnesota Statutes 1986, section 393.07, subdivision 2, is 
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amended to read: 

Subd. 2. [ADMINISTRATION OF PUBLIC WELFARE.] The county 
welfare board, subject to the supervision of the commissioner of human 
services, shall administer all forms of public welfare, both for children and 
adults, responsibility for which now or hereafter may be imposed on the 
commissioner of human services by law, including general assistance, aid 
to dependent children, county supplementation, if any, or state aid to recip­
ients of supplemental security income for aged, blind and disabled, child 
welfare services, mental health services, and other public assistance or 
public welfare services, provided that the county welfare board shall not 
employ public health nursing or home health service personnel other than 
homemaker-home help aides, but shall contract for or purchase the nec­
essary services from existing community agencies. The duties of the county 
welfare board shall be performed in accordance with the standards and 
rules which may be promulgated by the commissioner of human services 
to achieve the purposes intended by law and in order to comply with the 
requirements of the federal Social Security Act in respect to public assis­
tance and child welfare services, so that the state may qualify for grants­
in-aid available under that act. To avoid administrative penalties under 
section 256.016, the county welfare board must comply with ( 1) policies 
established by state la wand /2) instructions from the commissioner relating 
(i) to public assistance program policies consistent with federal law and 
regulation and state law and rule and (ii) to local agency program oper­
ations. The commissioner may enforce county welfare board compliance 
with the instructions, and may delay. withhold, or deny payment of all or 
part of the state and federal share of benefits and federal administrative 
reimbursement, according to the provisions under section 256.016. The 
county welfare board shall supervise wards of the commissioner and, when 
so designated, act as agent of the commissioner of human services in the 
placement of the commissioner's wards in adoptive homes or in other foster 
care facilities. The county welfare board may contract with a bank or other 
financial institution to provide services associated with the .processing of 
public assistance checks and pay a service fee for these services, provided 
the fee charged does not exceed the fee charged to other customers of the 
institution for similar services. 

Sec. 31. Minnesota Statutes 1987 Supplement, section 393.07, subdi­
vision 10, is amended to read: 

Subd. 10. [FEDERAL FOOD STAMP PROGRAM.] (a) The county wel­
fare board shall establish and administer the food stamp program pursuant 
to rules of the commissioner of human services, the supervision of the 
commissioner as specified in section 256.01, and all federal laws and 
regulations. The commissioner of human services shall monitor food stamp 
program delivery on an ongoing basis to ensure that each county complies 
with federal laws and regulations. Program requirements to be monitored 
include, but are not limited to, number of applications, number of approvals, 
number of cases pending, length of time required to process each appli­
cation and deliver benefits, number of applicants eligible for expedited 
issuance, length of time required to process and deliver expedited issuance, 
number of terminations and reasons for terminations, client profiles by 
age, household composition and income level and sources, and the use of 
phone certification and home visits. The commissioner shall determine the 
county-by-county and statewide participation rate. The commissioner shall 
report on the monitoring activities on a count)'-by-county basis in a report 
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presented to the legislature by July I each year. This monitoring activity 
shall be separate from the management evaluation survey sample required 
under federal regulations. 

(b) On July I of each year, the commissioner of human services shall 
determine a statewide and county-by-county food stamp program partici­
pation rate. The commissioner may designate a different agency to admin­
ister the food stamp program in a county if the agency administering the 
program fails to increase the food stamp program participation rate among 
families or eligible individuals, or comply with all federal laws and regu­
lations governing the food stamp program. The commissioner shall review 
agency performance annually to determine compliance with this paragraph. 

( c) +he eettHty .. ell<t,e bear<! shall r••tieirate iA a feoo S!afflJ> ~ 
ee!llf0I system stfi,jeet ta the sHre•Yisio!l of the eal!lffiissia!leF of fllffft&!l 
services flft6 pursuant te f.etle.Fa.l. Fegtdetions. 

A person who commits any of the following acts has violated section 
256. 98 and is subject to both the criminal and civil penalties provided under 
that section: 

( 1) Obtains or attempts to obtain, or aids or abets any person to obtain 
by means of a willfully false statement or representation, or intentional 
concealment of a material fact, food stamps to which the person is not 
entitled or in an amount greater than that to which that person is entitled; 
or 

(2) Presents or causes to be presented, coupons for payment or redemption 
knowing them to have been received, transferred or used in a manner 
contrary to existing state or federal law; or 

(3) Willfully uses or transfers food stamp coupons or authorization to 
purchase cards in any manner contrary to existing state or federal law. 

Sec. 32. [TRANSFER OF COUNTY FOOD STAMP QUALITY CON­
TROL SYSTEM EMPLOYEES.] 

(a) All positions covered by the Minnesota merit system located in Crow 
Wing county family social service center and in the Redwood county welfare 
department classified as food stamp corrective action specialist I and II 
and as financial assistant supervisor I, if the positions supervise food 
stamp corrective action specialists, are transferred to the department of 
human services and become state civil service positions. 

(b) All incumbent employees affected by this transfer, who choose to 
transfer to state civil service positions in the department of human services, 
must be transferred with no reduction in salary. Salaries of individual 
employees who transfer must be adjusted to the minimum salary or to the 
nearest equal or higher step on the state compensation plan for their class, 
whichever is greater. 

(c) Existing sick leave and vacation accruals for an employee who trans­
fers must be transferred to the department of human services and the 
employee shall accrue additional vacation and sick leave under the pro­
visions of the appropriate state collective bargaining agreement based on 
the employee's years of service in either Crow Wing county family service 
center or in the Redwood county welfare department. 

( d) If an employee who transfers chooses to retain the county coverage 
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for employee and dependent health, dental, and life insurance, the depart­
ment of human services shall reimburse the employee for one month of 
continued enrollment in the health, dental, and life insurance plans in an 
amount equal to what their former county employer would have paid for 
the coverage had the employee remained a county employee, until the 
employee is eligible for coverage under the state insurance plans. 

(e) Classification seniority for an employee who transfers must be cal­
culated according to the provisions of the appropriate state collective 
bargaining agreement based upon the employee's years of service in the 
county merit system. 

Sec. 33. [REPEALER.] 

Minnesota Statutes 1986, section 256.965; and Minnesota Statutes 1987 
Supplement, section 256D.22, are repealed. 

Sec. 34. [HUMAN SERVICES; APPROPRIATIONS.] 

$1,655,500 is appropriated from the general fund to the commissioner 
of human services for the purposes indicated. 

(a) $990,000 is for the county incentive fund, to be available until June 
30, 1991. 

(b) $110,000 is available beginning June 1, 1989, to convert count\' 
food stamp quality control staff to state employment. 

( c) $555,500 is available beginning January 1, 1990, to implement state 
financing of income maintenance benefits as contained in this article by 
monitoring local agency performance in administering the income main­
tenance programs, providing technical assistance and program support, 
and reviewing local agency exceptions to compliance actions. 

Sec. 35. [HUMAN SERVICES APPROPRIATION REDUCTION.] 

The appropriation in Laws 1987, chapter 403, article 1, section 2, 
subdivision 2, for county administrative aid for fiscal year 1989 is reduced 
by $1,150,000 because of the changes made by this article. 

Sec. 36. [POSITIONS.] 

The following additional positions are approved for the department of 
human services. 

Appeals and Contracts I 
Financial Management 2 
Assistance Payments 22 
Food Stamp Quality Control 25 

Sec. 37. [EFFECTIVE DATE.] 

The part of section 31 that strikes a part of paragraph (c) is effective 
June 1, 1990. Section 32 is effective June 1, 1989. Except as provided in 
section 34, the rest of this article is effective January 1, 1990. 

ARTICLE 9 

PULL-TAB TAX 

Section I. Minnesota Statutes 1986, section 349.12, subdivision 18, is 
amended to read: 

Subd. 18. [DEAL.] "Deal" means each separate package, or series of 
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packages, consisting of one game of pull-tabs or tipboards with the same 
serial number 13urehasea ff0ffi a 8iMril3t-Hsr. 

Sec. 2. Minnesota Statutes 1986, section 349.12, is amended by adding 
a subdivision to read: 

Subd. 19. [IDEAL GROSS.] "Ideal gross" means the total amount of 
receipts that would be received if every individual ticket in the pull-tab or 
tipboard deal was sold at its face value. 

Sec. 3. Minnesota Statutes 1986, section 349. 12, is amended by adding 
a subdivision to read: 

Subd. 20. [IDEAL NET.] "Ideal net" means the pull-tab or tipboard 
dea/'s ideal gross, as defined under subdivision 19, less the total prede­
termined prize amounts available to be paid out. When the prize is not a 
monetary one, the ideal net is 50 percent of the ideal gross. 

Sec. 4. Minnesota Statutes 1987 Supplement, section 349.212, subdi­
vision 1, is amended to read: 

Subdivision 1. [RATE.] There is hereby imposed a tax on all lawful 
gambling, other than (I) pull-tabs purchased and placed into inventory after 
January 1, I 987, and (2) tipboards purchased and placed into inventory 
after June 30, 1988, conducted by organizations licensed by the board at 
the rate specified in this subdivision. The tax imposed by this subdivision 
is in lieu of the tax imposed by section 297 A.02 and all local taxes and 
license fees except a fee authorized under section 349. 16, subdivision 4. 

On all lawful gambling, other than (I) pull-tabs purchased and placed 
into inventory after January I, I 987, and (2) tipboards purchased and 
placed into inventory after June 30, 1988, the tax is ten percent of the 
gross receipts of a licensed organization from lawful gambling less prizes 
actually paid out, payable by the organization. 

Sec. 5. Minnesota Statutes 1987 Supplement, section 349.2 I 2, subdi­
vision 4, is amended to read: 

Subd. 4. [PULL-TAB AND TIPBOARD TAX.] (a) There is imposed a 
tax on the sale of each deal of pull-tabs and tipboards sold by a licensed 
distributor to a licensed organization, or to an organization holding an 
exemption identification number. The rate of the tax is ten percent of the 
faee feSaie -valtte ef all Hie rail 1aes ,,. e-ael> 4eal ie... Hie '8ff>i ~ wi>iei, 
""'Y l>e pai<i etH eft all ffle rail tal,s;., that ideal net of the pull-tab and 
tipboard deal. The tax is payable to the commissioner of revenue in the 
manner prescribed in section 349.2121 and the rules of the commissioner. 
The commissioner shall pay the proceeds of the tax to the state treasurer 
for deposit in the general fund. The sales tax imposed by chapter 297 A on 
the sale of the pull-tabs and tipboards by the licensed distributor to an 
organization is imposed on the retail sales price less the tax imposed by 
this subdivision. The retail sale of pull-tabs or tipboards by the organization 
is exempt from taxes imposed by chapter 297 A if the tax imposed by this 
subdivision has been paid and is exempt from all local taxes and license 
fees except a fee authorized under section 349.16, subdivision 4. 

(b) The liability for the tax imposed by this section is incurred when the 
pull-tabs and tipboards are delivered by the distributor to the licensed or 
exempt organization, to a common or contract carrier for delivery to the 
organization, or when received by the organization's authorized represen­
tative at the distributor's place of business, regardless of the distributor's 
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method of accounting or the terms of the sale. 

If a lieense8 ergani:z:atieR 8f ftftY ergani2ation 19.oldiRg itft e~wm~tien 
0umber reeei¥es pull tabs di,eetly !,em the £Aa0ufuetu,e, !Httl the ffi!Httt­

faeturer is 801 a lieeRsed dist,ibuter, the dist,ibute, !,em wl!9ffi the J"'ll­
tabs were purehased is liable !'er ffll< Wfleft the ma0ufaetu,e, deli,e,s the 
f!Ull tabs te the orgaeizaHea, 8f tea eoH:traet er eomfflon €-affief fer deliver) 
tethe erga0i,atie0, 0fWflefttltc pull tabs Gfe ,eeei, ed by the erga0i,atie0's 
autR0Fi2:ed ref!reseHtative at Tfte manufaetHrer's p+aee e.f Business, regat=El­
less ef the maRufaeturer's er the distribute,'s Rtethea ef aeeeu0ti0g Of the 
lerfAS ef the sale-, 

(c) The exemptions contained in section 349.214, subdivision 2, para­
graph (b), do not apply to the tax imposed in this subdivision. 

Sec. 6. Minnesota Statutes 1986, section 349.2121, subdivision I, is 
amended to read: 

Subdivision I. [APPLICATION AND ISSUANCE.] Every distributor 
licensed by the board who sells pull-tabs and tipboards to organizations 
authorized to sell pull-tabs and tipboards under this chapter must file with 
the commissioner of revenue an application, on a form the commissioner 
prescribes, for a gambling tax identification number and gambling tax 
permit. The commissioner, when satisfied that the applicant has a valid 
license from the board, shall issue the applicant a permit and number. A 
permit is not assignable and is valid only for the distributor in whose name 
it is issued. 

Sec. 7. Minnesota Statutes 1986, section 349.2121, subdivision 2, is 
amended to read: 

Subd. 2. [RECORDS.] +be eemmissie0erfA!1Ybyrule"""""' a liee0see 
Elist,ibuter heldi0g a jleffAit ,iB<ler this seetieft le l<e"f' 5tlffi beei.s, ~ 
deeuments, flftQ reeerds as the- eommissioner tleems neeessar,• te t-he 
eRfaFeement ef fftts ehapter. +he eammissieRer fftttY eJrnmiRe. 6f eattSe te 
De eJEamiReEI, itftY 900&, ~ reeerEls, 6f ethet' Elee1:1meRts releYB:fl:t te 
makiRg a EletermiRatieR, whether~ are ffl t-he pessessieR ef-a ElistriEl1:1ter 
er eRetheF ~ er eertJBFB:tieR. +he eemmissieReF-fftBY"""""' the ttHefl­
aa-nee ef ilftY tJersaRs ftB-¥tftg lrnawleElge e£ iRfertr'½atioR tft #t-e f)Femises, 
le ~ the preduetieA ef beei.s, ~ ,eee,ds, er memera0da by 
f'CFSBRS se re1.11:1ireij te fl-ttefl-4, te ta-Ire testifflany oo flT8ffefS ffleterial te a 
EletermiRetieR, tlfl6- te aElmiRister eafftS- e£ affirmaHeRs. A distributor shall 
keep at each licensed place of business complete and accurate records for 
that place of business, including itemized invoices of pull-tabs and tip­
boards held, purchased, manufactured, or brought in or caused to be 
brought in from without this state, and of all sales of pull-tabs and tip­
boards. The records must show the names and addresses of purchasers, 
the inventory at the close of each period for which a return is required of 
all pull-tab and tipboard deals on hand, and other pertinent papers and 
documents relating to the purchase, sale, or disposition of pull-tab and 
tipboard deals. Books. records, and other papers and documents required 
by this section must be kept for a period of at least 3-112 ,•ears after the 
date of the documents, or the date of the entries appearing in the records, 
unless the commissioner authorizes in writing their destruction or disposal 
at an earlier date. At any time during usual business hours, the commis­
sioner, executive secretary of the charitable gambling control board. or 
any of their duly authorized agents or employees, may enter a place of 
business of a distributor, charitable organization. or any site from which 
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pull-tabs or tipboards are being sold and inspect the premises and the 
records required to be kept under this section to determine whether or not 
all the provisions of this section are being fully complied with. If the 
commissioner, executive secretary, or their duly authorized agents or 
employees are denied free access to or are hindered or interfered with in 
making an inspection of the distributor's place Of business, the permit of 
the distributor may be revoked by the commissioner, and the license of the 
distributor may be revoked by the charitable gambling control board. 

Sec. 8. Minnesota Statutes 1986, section 349. 2121, is amended by add­
ing a subdivision to read: 

Subd. 2a. A distributor who sells pull-tabs and tipboards to persons 
other than the ultimate consumer shall give with each sale an itemized 
invoice showing the distributor's name and address, the purchaser's name 
and address, the date of the sale, description of the deals including the 
ideal net amounts, and all prices and discounts, and shall keep legible 
copies of all the itemized invoices for 3-112 years from the date of sale. 

Sec. 9. Minnesota Statutes 1987 Supplement, section 349 .2121, sub­
division 4a, is amended to read: 

Subd. 4a. [REFUND.] If any deal of pull-tabs or tipboards registered 
with the board and upon which the tax imposed by section 349.212, sub­
division 4, has been paid is returned unplayed to the distributor, the com· 
missioner of revenue shall allow a refund of the tax paid. 

In the case of a defective deal registered with the board and upon which 
the taxes have been paid is returned to the manufacturer, the distributor 
shall submit to the commissioner of revenue certification from the man­
ufacturer that the deal was returned and in what respect it was defective. 
The certification must be in a form prescribed by the commissioner and 
must contain additional information the commissioner requires. 

The commissioner may require that no refund under this subdivision be 
made unless the returned pull-tabs or tipboards have been set aside for 
inspection by the commissioner's employee. 

Reductions in previously paid taxes authorized by this subdivision shall 
be made at the time and in the manner prescribed by the commissioner. 

Sec. 10. Minnesota Statutes 1986, section 349.2121, subdivision 5, is 
amended to read: 

Subd. 5. [PUBLIC INFORMATION CONFIDENTIAL.] ~/either tlte 
eomfflissioRer ""' ""Y ethef j>ttt>lie ~ er employee ~- ,ii>, ulge or 
otherwise ffiftff,e lffieYffi ifl ""Y ffiftfifief ""Y rartieulars Eliselosea ift ""Y 
Fel"'fl er retliffl re~uirea l,y tltis see!ioR, e, ""'.I iRfoFmotioR eoReerniRg 
tlte a#fttt,s ef the Elistribu!Or AnH<-iftg the FeffiFR ·•~Hires fffiffi its ,eeoras, 
offieeFs, & emplo) ees Wfltte- eJcamining & auditing l.tfl6ef the auth.oFity o.f 
tfl+S. eh.apter, ~ ffi eenneetion wtlfl a preeee8:ing im eh iHg ~ e-tte 
½ffi<!eF !Iii<; ehapter. ~lotlliRg hefeifl rrehibits the eommissieRer fffim f"'b­
lisltiflg stalisties so elassifiea a-s Het to Eliselese tlte iaeRtit) of paFtieular 
Fetliffis er~ afl4 their eeRleRts. Ai>)' pe,sen vielatiRg the rro,isieRs 
of !Iii<; seeHeR is gmtty ef a g,e,;s misaemeaRor. 

Metv,rithstaH:EliHg th€: pFe•, isiens o.f th+s- seetion, the eemmissieH:eF ma;,i 
ftiffH-Sft infeFmatien 6ft a Feeiprneal BftS+S te the~ effieials o.f another 
Sfltte er tlte beaFd if½ 0ffieF to implemeRt the rurpeses ef !Iii<; ehapter. 
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1ft ef6ef ta faeilitftle f'FOeessiag ef ~ atHI f)eymeets ef ~ FeftttiFetl 
by Ehts ekaf'ter, the eonnHissioner ffiftY ee0traet wi#t etHSf6e ,•enElors f:lfltl 
may Eliselese ~ ftft6 AOAfll:ll!lie tHHil ffl tfie veR8or. '.f-ke aaffl 8iselese8 
fflUStoe aeminis1e,ee a,<ffle-¥eneer eeHsistenl wilftlftis see1i0n. All records 
concerning the administration of the pull-tab and tipboard taxes are clas­
sified as public information. 

Sec. II. Minnesota Statutes 1987 Supplement, section 349.2121, sub­
division 10, is amended to read: 

Subd. 10. [UNTAXED PULL-TABS OR TIPBOARDS.] It is a gross 
misdemeanor for any person to possess pull-tabs or tipboards for resale in 
this state that have not been registered with the board, for which a regis­
tration stamp has not been affixed to the flare, and upon which the taxes 
imposed by section 349.212, subdivision 4, or chapter 297A have not been 
paid. The executive secretary of the charitable gambling control board or 
the commissioner of revenue or their designated inspectors and employees 
may seize in the name of the state of Minnesota any unregistered or untaxed 
pull-tabs or tipboards. 

Sec. 12. Minnesota Statutes 1987 Supplement, section 349.2122, is 
amended to read: 

349.2122 [MANUFACTURERS: REPORTS TO THE COMMIS­
SIONER; PENALTY] 

A manufacturer registered with the board who sells pull-tabs and tip­
boards to a distributor licensed by the board must file with the commis­
sioner of revenue, on a form prescribed by the commissioner, a report of 
pull-tabs and tipboards sold to licensed distributors. The report must be 
filed monthly on or before the 25th day of the month succeeding the month 
in which the sale was made. Any person violating this section shall be 
guilty of a misdemeanor. 

Sec. 13. Minnesota Statutes 1987 Supplement, section 349.2123. is 
amended to read: 

349.2123 [CERTIFIED PHYSICAL INVENTORY] 

The commissioner of revenue may, upon request, require a~ licensed 
distributor to furnish a certified physical inventory of the pull-tabs and 
tipboards in stock. The inventory must contain the information required 
by the commissioner. 

Sec. 14. (349.2125] [CONTRABAND.] 

Subdivision I. [CONTRABAND DEFINED.] The following are 
contraband: 

(I) all pull-tab or tipboard deals that do not have stamps affixed to them 
as provided in section 349.162; 

(2) all pull-tab or tipboard deals in the possession of any unlicensed 
organization whether stamped or unstamped; 

(3) any container -used for the storage and display of any contraband 
pull-tab or tipboard deals as defined in clauses (I) and (2); 

/4) any cash drawer, cash register, or any other container used for illegal 
pull-tab or tipboard transactions including its contents; and 

/5) any device including, but not limited to, motor vehicles. trailers, 
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snowmobiles, airplanes, and boats used, with the knowledge of the owner 
or of a person operating with the consent of the owner, for the storage or 
transportation of more than five pull-tab or tipboard deals that are con­
traband under this subdivision. When pull-tabs and tipboards are being 
transported in the course of interstate commerce, or from one distributor 
to another, the pull-tab and tipboard deals are not contraband, notwith­
standing the provisions of clause ( 1). 

Subd. 2. [SEIZURE.] Pull-tabs or tipboards or other property made 
contraband by subdivision 1 may be seized by the commissioner of revenue 
or the executive secretary of the charitable gambling control board or 
their authorized agents or by any sheriff or other police officer, hereinafter 
referred to as the seizing authority, with or without process, and shall be 
subject to forfeiture as provided in subdivisions 3 and 4. 

Subd. 3. [INVENTORY; JUDICIAL DETERMINATION; APPEAL; 
DISPOSITION OF SEIZED PROPERTY.] Within two days after the seizure 
of any alleged contraband, the person making the seizure shall deliver an 
inventory of the property seized to the person from whom the property was 
seized, if known. and file a copy with the commissioner or the executive 
secretary of the charitable gambling control board. Within ten days after 
the date of service of the inventory, the person from whom the property 
was seized or any person claiming an interest in the property may file with 
the seizing authority a demand for judicial determination of whether the 
property was lawfully subject to seizure and forfeiture. Within 30 days 
after the date of filing of the demand, the seizing authority must bring an 
action in the district court of the county where seizure was made to deter­
mine the issue of forfeiture. The action must be brought in the name of the 
state and be prosecuted by the county attorney or by the attorney general. 
The court shall hear the action without a jury and determine the issues of 
fact and laws involved. When a judgment of forfeiture is entered, the seizing 
authority may, unless the judgment is stayed pending an appeal, either ( J) 
cause the forfeited property to be destroyed; or (2) cause it to be sold at 
a public auction as provided by law. 

If demand for judicial determination is made and no action is commenced 
as provided in this subdivision, the property must be released by the seizing 
authority and delivered to the person entitled to it. If no demand is made, 
the property seized is considered forfeited to the state by operation of law 
and may be disposed of by the seizing authority as provided where there 
has been a judgment of forfeiture. When the seizing authority is satisfied 
that a person from whom property is seized was acting in good faith and 
without intent to evade the tax imposed by section 349.2121, subdivision 
4, the seizing authority shall release the property seized without further 
legal proceedings . 

.Subd. 4. [DISPOSAL.] The property described in subdivision I. clauses 
(4) and (5), must be co,ifiscated after conviction of the person from whom 
it was seized, upon compliance with the following procedure: the seizing 
authority shall file with the court a separate complaint against the prop­
erty, describing it and charging its use in the specific violation, and spec­
ifying substantially the time and place of the unlawful use. A copy of the 
complaint must be served upon the defendant or person in charge of the 
property at the time of seizure, if any. If the person arrested is acquitted, 
the court shall dismiss the complaint against the property and order it 
returned to the persons legally entitled to it. Upon conviction of the person 
arrested, the court shall issue an order directed to any person known or 
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believed to have any right, title or interest in, or lien upon, any of the 
property, and to persons unknown claiming any right, title, interest, or 
lien in it, describing the property and ( 1) stating that it was seized and 
that a complaint against it, charging the spenfied violation, has been filed 
with the court, (2) requiring the persons to file with the court administrator 
their answer to the complaint, setting forth any claim they may have to 
any right or title to, interest in, or lien upon the property, within 30 days 
after the service of the order. and (3) notifying them in substance that if 
they fail to file their answer within the time, the property will be ordered 
sold by the seizing authority. The court shall cause the order to be served 
upon any person known or believed to have any right, title, interest, or 
lien as in the case of a summons in a civil action, and upon unknown 
persons by publication, as provided for service of summons in a civil action. 
If no answer is filed within the time prescribed, the court shall, upon 
affidavit by the court administrator. setting forth the fact, order the prop­
erty sold by the seizing authority. The proceeds of the sale, after deducting 
the expense of keeping the property and fees and costs of sale, must be 
paid into the state treasury and credited to the general fund. If answer is 
filed within the time provided, the court shall fix a time for a hearing. 
which shall be not less than ten nor more than 30 days afier the time for 
filing answer expires. At the time fixed for hearing, unless continued for 
cause, the matter shall be heard and determined bv the court, without a 
jury, as in other civil actions. -

If the court finds that the property, or any part of it, was used in the 
violation specified in the complaint, it shall order the property unlawfully 
used, sold as provided by law, unless the owner shows to the satisfaction 
of the court that the owner had no notice or knowledge or reason to believe 
that the property was used or intended to be used in the violation. The 
officer making a sale, after deducting the expense of keeping the propertv, 
the fee for seizure, and the costs of the sale, shall pa_v all liens according 
to their priority, which are established at the hearing as being bona fide 
and as existing without the lienor having any notice or knowledge that the 
property was being used or was intended to be used for or in connection 
with the violation specified in the order of the court, and shall pay the 
balance of the proceeds into the state treasury to be credited to the general 
fund. A sale under this section shall free the propertv ·sold from any and 
all liens on it. Appeal from the order of the district court will lie as in 
other civil cases. At any time after seizure of the articles specified in this 
subdivision, and before the hearing provided for. the property must be 
returned to the owner or person having a legal right to its possession, 
upon execution of a good and valid bond to the state, with corporate surety, 
in the sum of not less than $100 and not more than double the i·alue of 
the property seized, to be approved by the court in which the case is triable, 
or a judge of it, conditioned to abide any order and the judgment of the 
court, and to pay the full value of the property at the time of the seizure. 
The seizing authority may dismiss the proceedings outlined in this sub­
division when the seizing authority considers it to be in the best interests 
of the state to do so. 

Sec. 15. [349.21271 [PROHIBITIONS.] 

Subdivision 1. [COUNTERFEITING.] No person shall with intent to 
defraud the state, make, alter, forge, or counterfeit am· license or stamp 
provided for in this chapter. or have in possession any forged, spurious, 
or altered stamps, with the intent, or with the result of. depriving the state 
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of the tax imposed by this chapter. 

Subd. 2. [PROHIBITION AGAINST POSSESSION.] No person, other 
than a licensed distributor, shall sell, offer for sale, or have in possession 
with intent to sell or offer for sale, a pull-tab or tipboard deal not stamped 
in accordance with the provisions of this chapter. 

Subd. 3. [FALSIFICATION OF RECORDS.] No person required by sec­
tion 349.2121, subdivision 2, to keep records or to make returns shall 
falsify or fail to keep the records or falsify or fail to make the returns. 

Subd. 4. [TRANSPORTING UNSTAMPED DEALS.] No person shall 
transport into, or receive, carry, or move from place to place in this state, 
any deals of pull-tabs or tipboards not stamped in accordance with this 
chapter except in the course of interstate commerce, unless the deals are 
moving from one distributor to another. 

Sec. 16. Minnesota Statutes 1986, section 349.22, subdivision I, is 
amended to read: 

Subdivision I. [GROSS MISDEMEANOR.] AflY ethef "ielatieR tH A 
person who in any manner violates sections 349.11 to 349.214 t5 to evade 
the tax imposed by this chapter. or who aids and abets evasion of the tax, 
or hinders or interferes with a seizing authority when a seizure is made 
as provided by section 349.2125, is guilty of a gross misdemeanor. 

Sec. 17. Minnesota Statutes 1986, section 349.22, is amended by adding 
a subdivision to read: 

Subd. 3. [FELONY] (a) A person violating section 349.2127, subdi­
vision 1 or 3, is guilty of a felony. 

(b) A person violating section 349.2127, subdivisions 2 and 4, by pos­
sessing, receiving, or transporting more than ten pull-tab or tipboard deals 
not stamped in accordance with this chapter is guilty of a felony. 

Sec. 18. Minnesota Statutes 1986, section 349.22, is amended by adding 
a subdivision to read: 

Subd. 4. [SALES AFTER REVOCATION.] A person selling pull-tabs 
or tipboards after the person's license or permit has been revoked is guilty 
of a felony. 

Sec. 19. [EFFECTIVE DATE.] 

Sections 1 to 4 and 6 to 18 are effective July 1, 1988. Section 5 is 
effective for deals of tipboards purchased and placed into inventory after 
June 30, 1988. 

ARTICLE IO 

SALES TAX 

Section I. Minnesota Statutes 1987 Supplement, section 297 A.01, sub­
division 3, is amended to read: 

Subd. 3. A "sale" and a "purchase" includes, but is not limited to, each 
of the following transactions: 

(a) Any transfer of title or possession, or both, of tangible personal 
property, whether absolutely or conditionally, and the leasing of or the 
granting of a license to use or consume tangible personal property other 
than manufactured homes used for residential purposes for a continuous 
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period of 30 days or more, for a consideration in money or by exchange 
or barter; 

(b) The production, fabrication, printing or processing of tangible per­
sonal property for a consideration for consumers who furnish either directly 
or indirectly the materials used in the production, fabrication, printing or 
processing; 

( c) The furnishing, preparing or serving for a consideration of food, 
meals or drinks, not including meals or drinks served to patients, inmates, 
or persons residing at hospitals, sanatoriums, nursing homes ef, senior 
citizens homes, and correctional, detention, and detoxification fadlities, 
meals or drinks purchased for and served exclusively to individuals who 
are 60 years of age or over and their spouses or to the handicapped and 
their spouses by governmental agencies, nonprofit organizations, agencies, 
or churches or pursuant to any program funded in whole or part through 
42 USCA sections 3001 through 3045, wherever delivered, prepared or 
served, meals and lunches served at public and private schools, universities 
or colleges, "Sales" also includes meals furnished by employers to employ­
ees at less than fair market value, except meals furnished at no charge to 
employees of hospitals, nursing homes, boarding care homes, sanatoriums, 
group homes, and correctional, detention, and detoxificationfacilities, who 
are required to eat with the patients, residents, or inmates residing in them. 
Notwithstanding section 297A.25, subdivision 2, taxable food or meals 
include, but are not limited to, the following: 

(i) heated food or drinks; 

(ii) sandwiches prepared by the retailer; 

(iii) single sales of prepackaged ice cream or ice milk novelties prepared 
by the retailer; 

(iv) hand-prepared or dispensed ice cream or ice milk products including 
cones, sundaes, and snow cones; 

(v) soft drinks and other beverages prepared or served by the retailer; 

(vi) gum; 

(vii) ice; •, . 
¢' "\ 

(~iii) all food sold f~(e~ding machines; 

(1x) party trays prepan,\,t;,y the retailers; and .~... . 

(x) all meals and single servings of packaged snack food, single cans or 
bottles of pop, sold in restaurants and bars; 

( d) The granting of the privilege of. admission to places of amusement, 
recreational areas, or athletic events and the privilege of having access to 
and the use of amusement devices, tanning facilities, reducing salons. steam 
baths, turkish baths, massage parlors, health clubs,·· ahd spas or athletic 
k~; .. 

(e) The furnishing for a consideration of lodging and related services by 
a hotel, rooming house, tourist court, motel or trailer camp and of the 
granting of any similar license to use real property other than the renting 
or leasing thereof for a continuous period of 30 days or more; 

(f) The furnishing for a consideration of electricity, gas, water, or steam 
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for use or consumption within this state, or local exchange telephone ser­
vice, intrastate toll service, and interstate toll service, if that service orig­
inates from and is charged to a telephone located in this state; the tax 
imposed on amounts paid for telephone services is the liability of and shall 
be paid by the person paying for the services. Sales by municipal corpo­
rations in a proprietary capacity are.included in the provisions of this clause. 
The furnishing of water and sewer services for residential use shall not be 
considered a sale; 

(g) The furnishing for a consideration of cable television services, includ­
ing charges for basic monthly service, charges for monthly premium service, 
and charges for any other similar television services; 

(h) Notwithstanding subdivision 4, and section 297A.25, subdivision 9, 
the sales of horses including claiming sales and fees paid for breeding a 
stallion to a mare. This clause applies to sales and fees with respect to a 
horse to be used for racing whose birth has _been recorded by the Jockey 
Club or the United States Trotting Association or the American Quarter 
Horse Association; 

(i) The furnishing for a consideration of parking services, whether on a 
contractual, hourly, or other periodic basis, except for parking at a meter; 

(j) The furnishing for a consideration of services listed in this paragraph: 

(i) laundry and dry cleaning services including cleaning, pressing, repair­
ing, altering, and storing clothes, linen services and supply, cleaning and 
blocking hats, and carpet, drapery, upholstery, and industrial cleaning. 
Laundry and dry cleaning services do not include services provided by 
coin operated facilities operated by the customer; 

(ii) motor vehicle washing, waxing, and cleaning services, including 
services provided by coin-operated facilities operated by the customer, and 
rustproofing, undercoating, and towing of motor vehicles; 

(iii) building and residential cleaning, maintenance, and disinfecting and 
exterminating services; 

(iv) services provided by detective agencies, security services, burglar, 
fire alarm, and armored car services not including services performed 
within the jurisdiction they serve by off-duty licensed peace officers as 
defined in section 626.84, subdivision I; 

(v) pet grooming services; and 

(vi) lawn care, fertilizing, mowing, spraying and sprigging services; gar­
den planting and maintenance; arborist services; tree, bush, and shrub 
planting, pruning, bracing, spraying, and surgery; and tree trimming for 
public utility lines. 

The services listed in this paragraph are taxable under section 297 A.02 if 
the service is performed wholly within Minnesota or if the service is per­
formed partly within and partly without Minnesota and the greater pro­
portion of the service is performed in Minnesota, based on the cost of 
performance. In applying the provisions of this chapter, the terms "tangible 
personal property" and "sales at retail" include taxable services and the 
provision of taxable services, unless specifically provided otherwise. Ser­
vices performed by an employee for an employer are not taxable under this 
paragraph. Services performed by a eerre,atieR, partnership, or association 
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for another eeFporatioR, partnership-; or association are not taxable under 
this paragraph if one of the entities owns or controls more than 80 percent 
of the voti.ng power of the equity interest in the other entity. Services 
performed between members of an affiliated group of corporations are 
not taxable. For purposes of this section, "affiliated group of corporations" 
includes those entities that would be classified as a member of an affiliated 
group under United States Code, title 26, section 1504, and who are eligible 
to file a consolidated tax return for federal income tax purposes; 

(k) A "sale" and a "purchase" includes the transfer of computer software, 
meaning information and directions that dictate the function performed by 
data processing equipment. A "sale"' and a "'purchase" does not include 
the design, development, writing, translation, fabrication, lease, or transfer 
for a consideration of title or possession of a custom computer program~ 
and 

(I) The granting of membership in a club, association, or other organi­
zation if: 

(l) the club, association, or other organization makes available for the 
use of its members sports and athletic facilities (without regard to whether 
a separate charge is assessed for use of the facilities); and 

(2) use of the sports and athletic facilities is not made available to the 
general public on the same basis as it is made available to members. 

Granting of membership includes both one-time initiation fees and periodic 
membership dues. Sports and athletic facilities include golf courses, tennis, 
racquetball, handball and squash courts, basketball and volleyball facilities, 
running tracks, exercise equipment, swimming pools, and other similar 
athletic or sports facilities. The provisions of this paragraph do not apply 
to camps or other recreation facilities owned and operated by an exempt 
organization under section SO I (c)(3) of the Internal Revenue Code of 1986, 
as amended through December 31, 1986, for educational and social activ­
ities for young people primarily age 18 and under. +he pre, isieRs ef thi,; 
pa,agmph ti6Re! "l'!HYte aft assoeialioR iRee,perntee Ufltiefse<.4iea 31§. 11. 

Sec. 2. Minnesota Statutes 1986, section 297A.15, subdivision I, is 
amended to read: 

Subdivision I. Liability for the payment of the use tax is not extinguished 
until the tax has been paid to Minnesota. However, a receipt from a retailer 
maintaining -a pl-aee ef hHsiness ffl ~4iRResota, 6f tffiffl a ret-ftHef whe ts 
aHtftori:wd hy tk€ commissioner i::tft6ef 5tteft mies a-s -the eoffl.ffl.issioner may 
f1£Cseribe, te eelleet the ta¼, given to the purchaser pursuant to section 
297A.16 relieves the purchaser of further liability for the tax to which the 
receipt refers, unless the purchaser knows or has reason to know that the 
retailer did not have a permit to collect the tax. 

Sec. 3. Minnesota Statutes 1986, section 297A. 15, subdivision S, is 
amended to read: 

Subd. S. [REFUND; APPROPRIATION.] Notwithstanding the provisions 
of sections 297 A.02, subdivision 2, and 297 A.257 the tax on sales of capital 
equipment, and construction materials and supplies under section 297 A.257, 
shall be imposed and collected as if the rate under section 297A.02, sub­
division I, applied. Upon application by the purchaser, on forms prescribed 
by the commissioner, a refund equal to the reduction in the tax due as a 
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result of the application of the rates under section 297 A.02, subdivision 
2, or the exemption under section 297 A. 257 shall be paid to the purchaser. 
In the case of building materials qualifying under section 297 A. 257 where 
the tax was paid by a contractor, application must be made by the owner 
for the sales tax paid by all the contractors, subcontractors, and builders 
for the project. The application must include sufficient information to per­
mit the commissioner to verify the sales tax paid for the project. The 
application shall include information necessary for the commissioner ini­
tially to verify that the purchases qualified as capital equipment under 
section 297 A.OZ, subdivision 2, or capital equipment or construction mate­
rials and supplies under section 297A.257. No more than two applications 
for refunds may be filed under this subdivision in a calendar year. Unless 
otherwise specifically provided by this subdivision, the provisions of section 
297A.34 apply to the refunds payable under this subdivision. There is 
annually appropriated to the commissioner of revenue the amount required 
to make the refunds. 

The amount to be refunded shall bear interest at the rate in section 
270.76 from the date the refund claim is filed with the commissioner. 

Sec. 4. Minnesota Statutes 1986, section 297A.16, is amended to read: 

297A.16 [COLLECTION OF TAX AT TIME OF SALE.] 

Any eoFporetion authorized te 6-0 business tft ~1iRResota, ftflY retailer as 
elefiReel iD who is required under section 297 A. 21, "' atty ethef fOtailef as 
the eoramissioner -s-h-aH at:ltftori:2:0 fH:irsuant H3 seetiefl. 297A.15, or autho~ 
rized by the commissioner to collect the use tax upon making retail sales 
of any items enumerated in this chapter not exempted under sections 297 A.0 I 
to 297 A.44, to which the use tax applies shall at the time of making such 
sales collect the use tax from the purchaser and give to the purchaser a 
receipt therefor in the form of a notation on the sales slip or receipt for the 
sales price or in such other form as prescribed by the commissioner. Any 
such eorpoFation 0f retailer shall not collect the tax from a purchaser who 
furnishes to such eoFporntion eF retailer a copy of a certificate issued by 
the commissioner authorizing such purchaser to pay any sales or use tax 
due on purchases made by such purchaser directly to the commissioner. 
The tax collected by such €OfjlOFalioR OF retailer pursuant to the provisions 
of this section shall be remitted to the commissioner as provided in other 
sections of this chapter. 

Aft.y eofjloralion 0f atty ret&iler •e~uireel te eelleet the use™' &Rd remi¼ 
..,el, ta,, le the eommissioRCF f'llFSll8RI te !his seetiefl. ,;hall file w#lt the 
eemmissiene, an 8f'f'liea1i0n fef a j>€fffiit f'HFSHaRt t-o seetiefl. 297A.04. 
E¥e,y ..,el, eefjlBFalion o, fOtailef shaH fttHttsh the eommissieReF w#lt the 
- &Rel 888FOSS af all its ageRt5 Bf'OFatiRg ifl MiRResola """the loeatieR 
af eaelt af its elistFibutioR "' sales hettses "' affiees "' ethef j>!aees af 
BNsiRess in thi-s 5fflte-:-

Sec. 5. Minnesota Statutes 1986, section 297A.17, is amended to read: 

297A.17 [TAX TO BE COLLECTED; STATUS AS DEBT.] 

The use tax required to be collected by the retailer constitutes a debt 
owed by the retailer to Minnesota and shall be a debt from the purchaser 
to the retailer recoverable at law in the same manner as other debts. A 
retailer who does not maintain a place of business within this state shall 
not be indebted to Minnesota for amounts of use tax which it was required 
to collect but did not collect unless the retailer knew or had been advised 
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by the commissioner of its obligation to collect the use tax. 

Sec. 6. Minnesota Statutes 1986, section 297A.21, is amended to read: 

297A.21 [REGISTRATION; !~!FORMATION RELATING TO Bml­
NES8 LOCATION TO COLLECT USE TAX.] 

Subdivision 1 . E¥e,y retailer mal,it>g r"1ail sales fef ste,age, tiSe e, efflef 
eonsu.H-1ption Hl ~4iReesota -s-h-aH Fegister with the eommissioner afte g-i-ve 
the""""' aoo address ef <tll ageftls epe,ating ifl Minneseta, the leeatien 0f 
all dist,ibation.,. sales heases, e#iees e, efflef JHf!€"S 0f easiness in Min­
ReSefft, tHffl 5tteft eff¼ef: infeffflation as the eommi.uiener may rett1:1ire. -W-heft-, 
tft the epinioR ef the eeffimissiener, it ts Reeesser~ fef the efficieet ae-tftffi­
ist,atien 0f seetiens 297A.11 to 297A.25 le regftfti ""Y salesperson, FeJ>­
resentative, tru.eker, 13eddler, 0f eaR:vasser as the agettt ef the dealeF, 
dist,ibate,, supe"·iser, employe,, e, efflef f"'FS<>R .....ie, wlte,n that f"'FS0R 
operates OF ffem wlte,n the f"'FS0R 6blain-s !be tangible pe,sonal p,epeFt)' 
sole-, whether mal,ing sales pe,sonally OF iH behalf ef 5tielt dealer,~ 
Iller-, supef\'isor, empleye,, or ether fJersen, the eemmissiener may regftfti 
the salesperson, re13resentati:ve, tmeker, fJOEIEller, er eaR, asser ltS -stl€fl: ageat, 
aB<I may regftfti the dealer, dist,ibutor, supe,vise,, eF11ple)eF, e, efflef 
f"'FS0R as a retaileF fef the pa,peses ef seetiens 297/\.14 te 297A. 25. 

Sttb&.-¾.- [RETAILER MAINTAINING PLACE OF BUSINESS IN MIN­
NESOTA.] "Retailer maintaining a place of business in this state", or any 
like term, shall mean any retailer having or maintaining within this state, 
directly or by a subsidiary, an office, distribution house, sales house, ware­
house, or other place of business, or any agent operating within this state 
under the authority of the retailer or its subsidiary, whether such place of 
business or agent is located in the state permanently or temporarily, or 
whether or not such retailer or subsidiary is authorized to do business 
within this state. 

Subd. 2. [DESTINATION.] The destination of a sale is the location to 
which the retailer makes delivery of the property sold, or causes the prop­
erty to be delivered, to the purchaser of the property, or to the agent or 
designee of the purchaser by any means of delivery, including the United 
States Postal Service, a common carrier, or a contract carrier. 

Subd. 3. [OUT-OF-STATE RETAILER MAINTAINING PLACE OF 
BUSINESS IN MINNESOTA.] A retailer making retail sales from outside 
this state to a destination within this state and maintaining a place of 
business in this state shall file an application for a permit pursuant to 
section 297 A.04 and shall collect and remit the use tax as provided in 
section 297A.16. 

Subd. 4. [REQUIRED REGISTRATION BY OUT-OF-STATE RETAILER 
NOT MAINTAINING PLACE OF BUSINESS IN MINNESOTA.] /a) A 
retailer making retail sales from outside this state to a destination within 
this state and not maintaining a place of business in this state shall file 
an application for a permit pursuant to section 297A.04 and shall collect 
and remit the use tax as provided in section 297 A. 16 if the retailer engages 
in the regular or systematic soliciting of sales from potential customers in 
this state by: 

I 1) the distribution, by mail or otherwise, without regard to the state 
from which such distribution originated or in which the materials were 
prepared, of catalogs, periodicals, advertising flyers, or other wrillen 
solicitations of business to customers in this state; 
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(2) display of advertisements on billboards or other outdoor advertising 
in this state; 

(3) advertisements in newspapers published in this state; 

(4) advertisements in trade journals or other periodicals the circulation 
of which is primarily within this state; 

(5) advertisements in a Minnesota edition of a national or regional 
publication or a limited regional edition in which this state is included of 
a broader regional or national publication which are not placed in other 
geographically defined editions of the same issue of the same publication; 

(6) advertisements in regional or national publications in an edition 
which is not by its contents geographically targeted to Minnesota but which 
is sold over the counter in Minnesota or by subscription to Minnesota 
residents; 

(7) advertisements broadcast on a radio or television station located in 
Minnesota; or 

(8) any other solicitation by telegraphy, telephone, computer data base, 
cable, optic, microwave, or other communication system. 

(b) The location within or without this state of vendors independent of 
the retailer which provide products or services to the retailer in connection 
with its solicitation of customers within this state, including such products 
and services as creation of copy, printing, distribution, and recording, is 
not to be taken into account in the determination of whether the retailer 
is required to collect use tax. Paragraph ( a) shall be construed without 
regard to the state from which distribution of the materials originated or 
in which they were prepared. 

(c) A retailer not maintaining a place of business in this state shall be 
presumed, subject to rebuttal, to be engaged in regular solicitation within 
this state if it engages in any of the activities in paragraph ( a) and makes 
JOO or more retail sales from outside this state to destinations within this 
state during a period of I 2 consecutive months. 

(d) A retailer not maintaining a place of business in this state shall not 
be required to collect use tax imposed by any local governmental unit or 
subdivision of this state and this section does not subject such a retailer 
to any regulation of any local unit of government or subdivision of this 
state. 

Subd. 5. [VOLUNTARY REGISTRATION BY OUT-OF-STATE RETAILER 
NOT MAINTAINING PLACE OF BUSINESS IN MINNESOTA.] A retailer 
making retail sales from outside this state to a destination within this state 
who is not required to collect and remit use tax may nevertheless voluntarily 
file an application for a permit pursuant to section 297 A.O4. If the appli­
cation is granted, the retailer shall collect and remit the use tax as provided 
in section 297A.16 until the permit is canceled or revoked. 

Subd. 6. [COMMISSIONER'S DISCRETION.] (a) The commissioner 
may decline to issue a permit to any retailer not maintaining a place of 
business in this state, or may cancel a permit previously issued to the 
retailer, if the commissioner believes that the use tax can be collected more 
effectively from the persons using the property in this state. A refusal to 
issue or cancellation of a permit on such grounds does not affect the 
retailer's right to make retail sales from outside this state to destinations 
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within this state. 

(b) When, in the opinion of the commissioner, it is necessary for the 
efficient administration of sections 297 A.14 to 297 A.25 to regard a sales­
person, representative, trucker, peddler,. or canvasser as the agent of the 
dealer, distributor, supervisor, employer, or other person under whom that 
person operates or from whom the person obtains the tangible personal 
property sold, whether making sales personally or in behalf of that dealer, 
distributor, supervisor, employer, or other person the commissioner may 
regard the salesperson, representative, trucker, peddler, or canvasser as 
such agent, and may regard the dealer; distributor. supervisor, employer, 
or other person as a retailer for ,he purposes of sections 297A.14 to 
297A.25. 

Sec. 7. Minnesota Statutes 1987 Supplement, section 297 A. 212, is amended 
to read: 

297A.2l2 [RAILROAD ROLLING STOCK.] 

Railroad rolling stock used by a railroad operating in this state that is 
licensed as a common carrier by the Interstate Commerce Commission and 
used to transport persons or property in interstate or foreign commerce is 
subject to taxation under this chapter only to the extent provided in this 
section. The tax must be computed using the ratio of intFastate mileage ro 
iftte:,,tate "' fereigft mileage lraYeled by the earrier tlttfiftg the rreviaas 
.fi.seal yeat= ef the eafftef revenue ton miles of passengers, mail, express, 
and freight carried by the railroad within this state to the total number of 
revenue ton miles carried by the railroad within and without this state. 
This ratio must be determined at the close of the carrier's previoUs fiscal 
year. This ratio must be applied each month to the purehase lffl€e total 
amount of purchases of letfll purehases sf rolling stock that are used ift 
within and without this state by the railroad to establish that portion of the 
total used and consumed in intrastate movement and subject to tax under 
this chapter. "Railroad rolling stock" means all portable or moving appa­
ratus and machinery of a railroad company and includes engines, cars, 
tenders, coaches, sleeping cars, and parts necessary for the repair and 
maintenance of the rolling stock. 

Sec. 8. Minnesota Statutes 1987 Supplement, section 297A.25, subdi­
vision 3, is amended to read: 

Subd. 3. [MEDICINES; MEDICAL DEVICES.] The gross receipts from 
the sale of prescribed drugs, prescribed medicine and insulin, intended for 
use, internal or external. in the cure, mitigation, treatment or prevention 
of illness or disease in human beings are exempt, together with prescription 
glasses, therapeutic, and prosthetic devices. "Prescribed drugs" or "pre­
scribed medicine" includes over-the-counter drugs or medicine prescribed 
by a licensed physician. Nonprescription analgesics consisting principally 
(determined by the weight of all ingredients) of acetaminophen, acetyl­
salicylic acid, ibuprofen, or a combination thereof are e~tempt. 

Sec. 9. Minnesota Statutes 1986, section 297A.25, subdivision 5, is 
amended to read: 

Subd. 5. [OUTSTATE TRANSPORT OR DELIVERY] The gross receipts 
from the following sales of tangible personal property are exempt: 

(I) property which, without intermediate use, is shipped or transported 
outside Minnesota by the purchaser and thereafter used in a trade or business 
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or 1s stored, processed, fabricated or manufactured into, attached to or 
incorporated into other tangible personal property transported or shipped 
outside Minnesota and thereafter used in a trade or business outside Min­
nesota, and which is not thereafter returned to a point within Minnesota, 
except in the course of interstate commerce (storage shall not constitute 
intermediate use); provided that the property is not subject to tax in that 
state or country to which it is transported for storage or use, 6f;- tf ~ 
16 tai< i-ft tlHtt 6lhef stale-; tlHtt stale all&ws a Sffftilar eJ<emp!ieR feF pFepeFI)' 
puFehaseel theFei-ft aittl IFaRspaFteel to MiRReseta f-o,...., i-ft this state\ """eitt 
tiHtt sales <>f leRgil,le peFSSRel pFepeFly that ffi shippeel er lf8RSp8Fleel feF 
...., ettlsiele MiRReseta shall 1,e tal<e<I at the Fate ef the...., tax impeseel by 
the stale 16 whieh the rrnpeFly ffi shippeel er IF8RSp8Fleel, miles,; tiHtt stale 
has 110 ...., ™', i-ft whieh ease the 6ft!e shall be lal<e<l at the Fate geRernll) 
imreseel by this-, and provided further that sales of tangible personal 
property to be used in other states or countries as part of a maintenance 
contract shall be specifically exempt; or 

(2) property which the seller delivers to a common carrier for delivery 
outside Minnesota, places in the United States mail or parcel post directed 
to the purchaser outside Minnesota, or delivers to the purchaser outside 
Minnesota by means of the seller's own delivery vehicles, and which is not 
thereafter returned to a point within Minnesota, except in the course of 
interstate commerce. 

Sec. 10. Minnesota Statutes 1987 Supplement, section 297A.25, sub­
division 11, is amended to read: 

Subd. 11. [SALES TO GOVERNMENT.] The gross receipts from all 
sales, including sales in which title is retained by a seller or a vendor or 
is assigned to a third party under an installment sale or lease purchase 
agreement under section 465. 71 , of tangible personal property to, and all 
storage, use or consumption of such property by, the United States and its 
agencies and instrumentalities, the University of Minnesota, state uni­
versities, community colleges, technical institutes, state academies, and 
political subdivisions of the state are exempt. Sales exempted by this sub­
division include sales under section 297A.0J, subdivision 3, clause (f). 
This exemption shall not apply to building, construction or reconstruction 
materials purchased by a contractor or a subcontractor as a part of a lump­
sum contract or similar type of contract with a guaranteed maximum price 
covering both labor and materials for use in the construction, alteration or 
repair of a building or facility. This exemption does not apply to construction 
materials purchased by tax exempt entities or their contractors to be used 
in constructing buildings or facilities which will not be used principally 
by the tax exempt entities. 

Sec. 11. Minnesota Statutes 1986, section 297A.25, is amended by 
adding a subdivision to read: 

Subd. 37. [YMCA AND YWCA MEMBERSHIPS.] The gross receipts 
from the sale of memberships, including both one-time initiation fees and 
periodic membership dues, to an association incorporated under section 
315.44 are exempt. However, all separate charges made for the privilege 
of having access to and the use of the association's sports and athletic 
facilities are taxable. 

Sec. 12. Minnesota Statutes 1986, section 297A.25, is amended by 
adding a subdivision to read: 
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Subd. 38. [USED MOTOR OILS.] The gross receipts from the sale of 
used motor oils are exempt. 

Sec. 13. Minnesota Statutes 1986, section 297A.25, is amended by 
adding a subdivision to read: 

Subd. 39. [CROSS COUNTRY SKI PASSES.] The gross receipts from 
the sale of cross country ski passes issued under sections 85 .40 to 85 .43 
are exempt. 

Sec. 14. Minnesota Statutes 1986, section 297A.25, is amended by 
adding a subdivision to read: 

Subd. 40. [STATE FAIR ADMISSIONS.] The gross receipts from the 
sale of tickets to the premises of or events sponsored by the state agricul­
tural society and conducted on the state fairgrounds during the period of 
the annual state fair are exempt, provided that: 

(I) the tax foregone under this subdivision is used exclusively for the 
purpose of making capital improvements to state-owned buildings and 
facilities on the state fairgrounds; and 

(2) the tax foregone under this subdivision is matched in equal amount 
by proceeds from special assessments levied against commercial exhibits, 
concessions and rentals, and from other special user fees specifically des­
ignated for capital improvements. 

Sec. 15. Minnesota Statutes 1986, section 297A.25, is amended by 
adding a subdivision to read: 

Subd. 41. [BULLET-PROOF VESTS.] The gross receipts from the sale 
of bullet-resistant soft body armor that is flexible, concealable, and custom­
fitted to provide the wearer with ballistic and trauma protection are exempt 
if purchased by a licensed peace officer, as defined in section 626.84, 
subdiviSion ·1. The bullet-resistant soft body armor must meet or exceed 
the requirements of standard 0101 .OJ of the National Institute of Law 
Enforcement and Criminal Justice in effect on December 30. 1986, or meet 
or exceed the requirements of the standard except wet armor conditioning. 

Sec. 16. Minnesota Statutes 1986, section 297A.256, is amended to 
read: 

297A.256 [EXEMPTIONS FOR CERTAIN NONPROFIT GROUPS.] 

Notwithstanding the provisions of this chapter, the following sales made 
by a "nonprofit organization" are exempt from the sales and use tax. 

(a)// J All sales made by an organization for fundraising purposes if that 
organization exists solely for the purpose of providing educational or social 
activities for young people primarily age 18 and under. This exemption 
shall apply only if the gross annual sales receipts of the organization from 
fundraising do not exceed $10,000. 

(2) A club, association, or other organization of elementary or secondary 
school students organized for the purpose of carrying on sports, educa­
tional, or other extracurricular activities is a separate organization from 
the school district or school for purposes of applying the $10,000 limit. 
This paragraph does not apply if the sales are derived from admission 
charges or from activities for which the money must be deposited with·the 
school district treasurer under section 123 .38, subdivision 2 or be recorded 
in the same manner as other revenues or expenditures of the school district 



8634 JOURNAL OF THE SENATE [93RDDAY 

under section 123.38, subdivision 2b. 

(b) All sales made by an organization for fundraising purposes if that 
organization is a senior citizen group which qualifies for exemption on its 
purchases pursuant to section 297A.25, subdivision 16. This exemption 
shall apply only if the gross annual sales receipts of the organization from 
fundraising do not exceed $10,000. 

( c) The gross receipts from the sales of tangible personal property at, 
admission charges for, and sales of food, meals, or drinks at fundraising 
events sponsored by a nonprofit organization when the entire proceeds, 
except for the necessary expenses therewith, will be used solely and exclu­
sively for charitable, religious, or educational purposes. This exemption 
does not apply to admission charges for events involving bingo or other 
gambling activities or to charges for use of amusement devices involving 
bingo or other gambling activities. For purposes of this clause, a "nonprofit 
organization" means any unit of government, corporation, society, asso­
ciation, foundation, or institution organized and operated for charitable, 
religious, educational, civic, fraternal, senior citizens' or veterans' purposes, 
no part of the net earnings of which enures to the benefit of a private 
individual. 

If the profits are not used solely and exclusively for charitable, religious, 
or educational purposes, the entire gross receipts are subject to tax. 

Each nonprofit organization shall keep a separate accounting record, 
including receipts and disbursements from each fundraising event. All 
deductions from gross receipts must be documented with receipts and other 
records. If records are not maintained as required, the entire gross receipts 
are subject to tax. 

The exemption provided by this section does not apply to any sale made 
by or in the name of a nonprofit corporation as the active or passive agent 
of a person that is not a nonprofit corporation. 

The exemption for fundraising events under this section is limited to no 
more than 24 days a year. Fundraising events conducted on premises leased 
or occupied for more than four days but Jess than 30 days do not qualify 
for this exemption. 

Sec. 17. Minnesota Statutes 1986, section 297A.35, subdivision 1, is 
amended to read: 

Subdivision I. A person who has, pursuant to the provisions of this 
chapter, paid to the commissioner an amount of tax for any period in excess 
of the amount legally due for that period, may file with the commissioner 
a claim for a refund of such excess subject to the conditions specified in 
subdivision 5. Except as provided in subdivision 4 no such claim shall be 
entertained unless filed within two years after such tax was paid, or within 
three years from the filing of the return, whichever period is the longer. 
The commissioner shall examine the claim and make and file written 
findings thereon denying or allowing the claim in whole or in part and 
shall mail a notice thereof to such person at the address stated upon the 
claim. Any allowance shall include interest on the excess determined at a 
rate specified in section 270. 76 from the date such excess was paid or 
collected until the date it is refunded or credited, unless otherwise specified 
in this chapter. If such claim is allowed in whole or in part, the commis­
siorier shall credit the amount of the allowance against any taxes under 
sections 297A.0l to 297A.44 due from the claimant and for the balance 
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of said allowance, if any, the commissioner shall issue a certificate for the 
refundment of the excess paid, and the commissioner of finance shall cause 
such refund to be paid out of the proceeds of the taxes imposed by sections 
297 A.OJ to 297 A.44, as other state moneys are expended. So much of the 
proceeds of such taxes as may be necessary are hereby appropriated for 
that purpose. 

Sec. 18. Minnesota Statutes 1987 Supplement, section 297B.03, is amended 
to read: 

297B. 03 [EXEMPTIONS. l 

There is specifically exempted from the provisions of this chapter and 
from computation of the amount of tax imposed by it the following: 

(1) Purchase or use, including use under a lease purchase agreement or 
installment sales contract made pursuant to section 465.71, of any motor 
vehicle by the United States and its agencies and instrumentalities and by 
any person described in and subject to the conditions provided in section 
297A.25, subdivision 18. 

(2) Purchase or use of any motor vehicle by any person who was a 
resident of another state at the time of the purchase and who subsequently 
becomes a resident of Minnesota, provided the purchase occurred more 
than 60 days prior to the date such person began residing in the state of 
Minnesota. 

(3) Purchase or use of any motor vehicle by any person making a valid 
election to be taxed under the provisions of section 297 A.2 I l. 

(4) Purchase or use of any motor vehicle previously registered in the 
state of Minnesota by any corporation or partnership when such transfer 
constitutes a transfer within the meaning of section 351 or 721 of the 
Internal Revenue Code of 1954, as amended through December 3 I, 1974. 

(5) Purchase or use of any vehicle owned by a resident of another state 
and leased to a Minnesota based private or for hire carrier for regular use 
in the transportation of persons or property in interstate commerce provided 
the vehicle is titled in the state of the owner or secured party, and that state 
does not impose a sales or motor vehicle excise tax on motor vehicle~ used 
in interstate commerce. 

(6) Purchase or use of a motor vehicle by a private nonprofit or public 
educational institution for use as an instructional aid in automotive train­
ing programs operated by the institution. 

Sec. I 9. Minnesota Statutes 1986, section 329.11, is amended to read: 

329.11 [LICENSE; APPLICATION, ISSUANCE, FEE; BOND; AGENT 
FOR SERVICE OF PROCESS.] 

Any transient merchant desiring to engage in, do, or transact business 
by auction or otherwise, in any county in this state shall file an application 
for a license for that purpose with the auditor of the county in which the 
desired business is to be conducted, which application shall state the name 
of the applicant, the proposed place of business, the kind of business 
proposed to be conducted, and the length of time desired to do business. 
Such transient merchant shall pay to the treasurer of such county a license 
fee of $150, aay jlerseAal jlFejlerty -..s jlO)'aBle by the merehaAt jlUFsuaAt 
te MieAeseta Statutes l-949, SeetieAs ~ le 2&&.Q3, and shall give 
bond to the county in an amount to be determined by the county treasurer, 
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which shall be not less than $1,000 nor more than $3,000 whiclt. The bond 
shall be approved by the treasurer and be conditioned that the merchant 
will in all things conform to the laws relating to transient merchants and 
further conditioned on full compliance with all material oral or written 
statements and representations made by the seller, the seller's agents, rep­
resentatives, or auctioneers with reference to merchandise sold or offered 
for sale and on faithful performance under all warranties made with ref­
erence thereto. The treasurer of such county shall issue to such person 
receipts therefor, and such transient merchant shall thereupon file such 
receipts with the auditor of such county, who shall thereupon issue to such 
transient merchant a license to do business as such at the place described 
in the application; and the kind of business to be done shall be described 
therein, No license shall be good for more than one person unless such 
person shall be a member of a copartnership, nor for more than one place, 
and shall not be good outside of the county in which it was issued. Such 
license shall be good for a period of one year from the date of its issuance. 
The auditor shall keep a record of such licenses in a book provided for that 
purpose, which shall at all times be open for public inspection. No license 
shall be issued unless the merchant produces evidence that the merchant 
is the holder of a valid seller's permit issued under section 297A.04, or a 
written statement from the merchant that the merchant is not offering for 
sale any item that is taxable under chapter 297 A. 

The application shall further contain the applicant's residence and busi­
ness address for the prior two year period; the type of business engaged 
in during the previous two years; and the name and address of the auctioneer 
who will conduct the sale. No such sale shall be conducted in the name of 
any person other than the bona fide owner of the merchandise. 

The applicant shall attach to the application an itemized list of mer­
chandise to be offered for sale reciting as to each item a description thereof 
including serial number if any, the owner's actual cost thereof, and a des­
ignation by number corresponding with a number to be affixed to each 
item by a tag which shall be kept fastened to the item at all times until 
sold. 

Prior to the issuance of the license and approval of bond, the applicant 
shall in writing appoint the county auditor as the applicant's agent to accept 
service of process in any action commenced against the applicant arising 
out of the sale for which the license is sought. Such action shall be brought 
in the county where the sale was held. 

Sec. 20. [REPEALER.] 

Minnesota Statutes 1986, section 297A.15, subdivision 2, is repealed. 

Sec. 21. [TODD COUNTY.] 

For purposes of the designation of distressed counties under Minnesota 
Statutes, section 297A.257, the city of Staples is deemed to be located 
entirely in Todd county. 

Sec. 22. [EFFECTIVE DATE.] 

Section 1, paragraph ( c), is effective for all meals furnished on or after 
October 15, 1987, except the provisions relating to meals furnished to 
inmates or residents of correctional, detention, and detoxificationfacilities 
are effective for sales made after June 30, 1988. Sections 1, paragraphs 
(j) and (I), 8, 10 to 13, 15, 16 and 18 are effective for retail sales made 
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after June 30, 1988, except as otherwise provided. Sections 2, and 4 to 6 
and 20 are effective June 1, 1988. Section 19 is effective July 1, 1988. 
Sections 3 and 17 are effective for all refund claims filed after June 30, 
1988. Section 7 and the provisions of section JO exempting utility services 
purchased by governmental units and all purchases by the University of 
Minnesota hospitals are effective for all sales made after May 31, 1987, 
but do not apply to sales of tangible personal property made pursuant to 
bona fide written contracts that were enforceable before June 1, 1987, 
and delivery is made on or before December 31, 1987. Section 9 is effective 
for all sales made after June 30, 1988, but does not apply to sales of 
tangible personal property made pursuant to bona fide written contracts 
that were enforceable before July 1, 1988, and delivery is made on or 
before December 31, 1988. Section 14 is effective for sales made after 
December 31, 1988. Section 21 is effective beginning with the designation 
of distressed counties in calendar year 1987. 

ARTICLE II 

CIGARETTE AND LIQUOR TAXES 

Section I. Minnesota Statutes I 987 Supplement, section 297 .01, sub­
division 7, is amended to read: 

Subd. 7. "Distributor" means any and each of the following: 

(I) any person engaged in the business of selling cigarettes in this state 
and who manufactures or who brings, or causes to be brought, into this 
state from without the state any packages of cigarettes for sale to sub jobbers 
or retailers; 

(2) aay f"'l'S0" wile fflfli<e,;, ffl8Rufae1u,es, er fue,ieales eiga,elles ii, ff>is 
- .... sale Ht ff>is -, 
~ any person engaged in the business without this state who ships or 

transports cigarettes to retailers in this state, to be sold by those retailers; 

f4-t ( 3) any person who is on direct purchase from a cigarette manufacturer 
and applies cigarette stamps or indicia on at least 50 percent of cigarettes 
sold by that person. 

A distributor who also sells at retail must maintain a separate inventory, 
substantiated with invoices for cigarettes that were acquired for retail sale. 

A distributor may transfer another state's stamped cigarettes to another 
distributor for the purpose of resale in the other state. 

Sec. 2. Minnesota Statutes 1987 Supplement, section 297.01, subdivi­
sion 14, is amended to read: 

Subd. 14. "Subjobber" means any person who acquires stamped ciga­
rettes or other state's stamped cigarettes for the primary purpose of resale 
to retailers, and any licensed distributor who delivers to and sells or dis­
tributes stamped cigarettes from a place of business other than that licensed 
in the distributor's license. The definition of subjobber does not include 
the occasional sale of stamped cigarettes from one retailer to another. 
Notwithstanding the foregoing, "subjobber" shall also mean any person 
who is a vending machine operator. A vending machine operator is any 
person whose principal business is operating, or owning and leasing to 
operators, machines for the vending of merchandise or service. 

For the purpose of this section, any subjobber that sells at retail must 
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maintain a separate inventory, substantiated with invoices, that reflect the 
cigarettes were acquired for retail sale. 

Sec. 3. Minnesota Statutes 1986, section 297.01, is amended by adding 
a subdivision to read: 

Subd. 15. "Prior continuous compliance taxpayer" means a person who 
is licensed under section 297.04 and who, having been a licensee for a 
continuous period of Jive years, the commissioner determines has not been 
either delinquent or deficient in the payment of tax liability during that 
period or otherwise in violation of this chapter. Any taxpayer who has, as 
verified by the commissioner, continuously complied with the condition of 
a bond or other security under provisions of this chapter for a period of 
five consecutive years is considered a "prior continuous compliance tax­
payer." A continuous period of time of qualifying compliance immediately 
prior to August 1, 1988, is credited to any licensee who became licensed 
on or before that date. 

Sec. 4. Minnesota Statutes 1986, section 297.03, is amended by adding 
a subdivision to read: 

Subd. 5a. [REVOLVING ACCOUNT.] A heat applied cigarette tax stamp 
revolving account is created. The commissioner shall use the amounts in 
this fund to purchase heat applied stamps for resale. The commissioner 
shall charge the purchasers for the costs of the stamps along with the tax 
value plus shipping costs. The costs recovered along with shipping costs 
must be deposited into this revolving account and are available to the 
commissioner for further purchases and shipping costs. The revolving account 
must be funded by reducing the stamping discounts allowed in subdivision 
5 for the first three months of fiscal year 1989. The stamping discounts 
are 0.75 percent of the face amount of any stamps purchased in the first 
three months for the first $1,500,000 of the stamps and 0.50 percent on 
the remainder of the stamps purchased. 

At the end of each of the first three months of fiscal year 1989, the 
commissioner shall notify the commissioner of finance of the amount of 
reduced stamping discounts that have accrued to the tobacco tax revenue 
fund. The commissioner of finance shall then transfer the amounts to the 
heat applied cigarette tax stamp revolving account from the tobacco tax 
revenue fund. 

Sec. 5. Minnesota Statutes 1987 Supplement, section 297.03, subdivi­
sion 6, is amended to read: 

Subd. 6. [TAX METER MACHINES.] fB (a) Before January l, 1990, 
the commissioner may authorize any person licensed as a distributor to 
stamp packages with a tax meter machine, approved by the commissioner, 
which shall be provided by the distributor. The commissioner may provide 
for the use of such a machine by the distributor, supervise and check its 
operation, provide for the payment of the tax on any package so stamped, 
subject to the discount provided in subdivision 5, ilft<I ift H>ot eeRReelieR. 
Except as provided in paragraph (d), the commissioner may require the 
furnishing of a corporate surety bond, check guarantee bond, or certified 
check in a suitable amount to guarantee the payment of the tax. 

~ (b) Before January I, 1990, the commissioner may authorize, and 
after December 31, 1989, tbe commissioner shall require any person licensed 
as a distributor whose stamp meter machine is no longer operational to 
stamp packages with a heat-applied tax stamping machine, approved by the 
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comm1ss1oner, which shall be provided by the distributor. The commis­
sioner shall supervise and check the operation of the machines and shall 
provide for the payment of the tax on any package so stamped, subject to 
the discount provided in subdivision 5. The commissioner may sell heat­
applied stamps on a credit basis under conditions prescribed by the com­
missioner, aft<! HI that eeRReelioH. Except as provided in paragraph ( d), 
the commissioner may require the furnishing of a corporate surety bond, 
check guarantee bond, or certified check in an amount suitable to guarantee 
payment of the tax stamps so purchased by a distributor. The stamps shall 
be sold by the commissioner at a price which includes the tax after giving 
effect to the discount provided in subdivision 5. The commissioner shall 
recover the actual costs of the stamps from the distributor. 

~ ( c) If the commissioner finds that a stamping machine is not printing 
or affixing a legible stamp on the package, the commissioner may order 
the distributor to immediately cease the stamping process until the machine 
is functioning properly. 

(d) Every prior continuous compliance taxpayer is exempt from all 
requirements under this chapter concerning the furnishing of a bond. This 
exemption continues for the taxpayer until the commissioner determines 
that the taxpayer ( 1) is delinquent in the filing of any return, or (2) is 
delinquent or deficient in the payment of any uncontested tax liability 
under this chapter. At that time that taxpayer is subject to the bond require~ 
ments of this chapter and, as a condition of being allowed to continue to 
engage in the business licensed under this chapter, is required to furnish 
bond to the commissioner as provided in this chapter. The taxpayer shall 
furnish the bond for a period of two years, after which, if the taxpayer 
has not been delinquent in the filing of any returns, or delinquent or 
deficient in the paying of any tax under this chapter. the commissioner may 
reinstate the person as a prior continuous compliance taxpayer. A taxpayer 
who fails to pay an uncontested tax liability under this chapter may be 
required to post bond or other acceptable security with the commissioner 
guaranteeing the payment of the uncontested tax liability. The commis­
sioner shall annually establish the maximum amount of heat applied stamps 
or meter units that may be purchased each month. Notwithstanding any 
other provisions of this chapter, the tax due on the return will be based 
upon actual heat applied stamps or meter units purchased during the 
reporting period. 

Sec. 6. Minnesota Statutes 1986, section 297 .03, subdivision 12, is 
amended to read: 

Subd. 12. [SETTING OF TAX METERS.] The commissioner may des­
ignate the county treasurer of any county or any banking institution as 
defined by section 48.01, or any banking institution as defined by any 
states' statutes as the representative of the commissioner in the setting of 
a tax meter machine of any particular distributor and the collection of the 
cigarette tax upon such setting. The county treasurer or banking institution 
so designated shall be required to set tax meter machines following the 
method prescribed by the commissioner of revenue and to transmit the 
amount of tax collected and to report the setting of each tax meter to the 
commissioner on or before the next business day. For purposes of this 
paragraph, a business day shall not include Saturday. Such duties shall be 
within the coverage of the official bond of the county treasurer. The com­
missioner shall prescribe the form and amount of a surety bond which shall 
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be furnished by a banking institution designated pursuant to this subdivi­
sion. The commissioner shall have the right to withdraw this designation 
without cause. 

Sec. 7. Minnesota Statutes 1986, section 297.041, subdivision I, is 
amended to read: 

Subdivision I. [WHOLESALERS.] Any wholesaler who furnishes a sure­
ty bond in a sum satisfactory to the commissioner shall be permitted to 
set aside, without affixing the stamps required by this chapter, that part of 
the wholesaler's stock necessary for the conduct of business in making sales 
to the established governing body of any Indian tribe recognized by the 
United States Department of Interior. The unstamped stock shall be kept 
separate and apart from stamped stock. Every wholesaler shall, at the time 
of shipping or delivering any of the unstamped stock to an Indian tribal 
organization, make a true duplicate invoice which shall show the complete 
details of the sale or delivery and shall transmit the duplicate to the com­
missioner not later than the fifteeslk J Sth day of the following calendar 
month. Failure to comply with the requirements of this section shall cause 
the commissioner to revoke the permission granted to the wholesaler to 
maintain a stock of goods which may be unstamped. +he eemmissieHer 
may iHse Fe¥elEe ffttS peFfflissioA ta maintain a 540€-k ef unsteffipe8 geees 
fef sa-1-e ta a s13eei~ie lffe4.aft ff'fflftt aFgaRi~atisR Wfteft i4 ap13eai=s t-hat sales 
ef ttHstaffl.1308 eigareues t0 13eFsons WOO are fte4: eAFelled membeFs e.f a 
reeegsiaee lfl<liafl tfiee are taleiHg j>lftee, er lH>¥e tal<eH j>lftee, "'4ff>ifl tile 
eJtterior Boundaries ef Hie. reser; ation oeeupiee by that ~ 

Sec. 8. Minnesota Statutes 1986, section 297 .06, subdivision I, is amended 
to read: 

Subdivision I. [DISTRIBUTOR TO KEEP RECORDS.] Every distributor 
shall keep at each licensed place of business complete and accurate records, 
for that place of business, including itemized invoices, of cigarettes held, 
purchased, manufactured, or brought in or caused to be brought in from 
without the state, and of all sales of cigarettes made, except sales to 'the 
ultimate consumer. These records shall show the names and addresses of 
purchasers, the inventory at the close of each period for which a return is 
required of all cigarettes on hand, and of all stamps, affixed and unaffixed, 
and other pertinent papers and documents relating to the purchase, sale, 
or disposition of cigarettes. When a licensed distributor sells cigarettes 
exclusively to the ultimate consumer at the address given in the license, no 
invoice of those sales shall be required, but itemized invoices shall be made 
of all cigarettes transferred to other retail outlets owned or controlled by 
that licensed distributor. All books, records, and other papers and docu­
ments required by sections 297.01 to 297.13 to be kept shall be preserved 
for a period of at least eee year three years after the date of the documents, 
as aforesaid, or the date of the entries thereof appearing in the records, 
unless the commissioner, in writing, authorizes their destruction or disposal 
at an earlier date. At any time during usual business hours the commis­
sioner, or duly authorized agents or employees, may enter any place of 
business of a distributor, without a search warrant, and inspect the premises, 
the records required to be kept under sections 297.01 to 297.13, and the 
packages of cigarettes and the vending devices contained therein, to deter­
mine whether or not all the provisions of these sections are being fully 
complied with. If the commissioner, or any such agent or employee, is 
denied free access or is hindered or interfered with in making such exam­
ination, the license of the distributor at such premises shall be subject to 
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revocation by the commissioner. 

Sec. 9. Minnesota Statutes 1986, section 297 .06, subdivision 2, is amended 
to read: 

Subd. 2. [DISTRIBUTOR TO PRESERVE COPIES OF INVOICES.] Every 
person who se11s cigarettes to persons other than the ultimate consumer 
shall render with each sale itemized invoices showing the seller's name and 
address, the purchaser's name and address, the date of sale, and all prices 
&110 eiseeHBls and shall preserve legible copies of all such invoices for eHe 

yea, three years from the date of sale. 

Sec. 10. Minnesota Statutes 1986, section 297.06, subdivision 3, is 
amended to read: 

Subd. 3. [RETAILER AND SUBJOBBER TO PRESERVE PURCHASE 
INVOICES.] Every retailer and subjobber shall procure itemized invoices 
of all cigarettes purchased. The invoices shall show the name and address 
of the seller and the date of purchase. The retailer and subjobber shall 
preserve a legible copy of each such invoice for one year from the date of 
purchase. IBveiees shall l,o available fur insreelien by !he eemmissiene, 
er aullwri,ee ageftlS er emrlejees at !he relailer's or subjebber's Jlt<l€e ef 
llusiness. 

At any time during normal business hours, the commissioner or the 
commissioner's agents may enter any place of business of a retailer or 
subjobber and inspect the premises, the records required to be kept for this 
subdivision, and the packages of cigarettes, tobacco products, and vending 
devices contained on the premises to determine whether all provisions of 
chapter 297 and sections 325D.30 to 325D.40 are being fully complied 
with. 

Sec. 11. Minnesota Statutes I 986, section 297 .06, is amended by adding 
a subdivision to read: 

Subd. 4. [PHYSICAL INVENTORY.] The commissioner of revenue or 
the commissioner's authorized agents may, upon request but not more than 
twice annually, require a cigarette or tobacco distributor to furnish a 
physical inventory of all cigarettes in stock. The inventory must contain 
the information that the commissioner requests and must be certified by 
an officer of the corporation. 

Sec. 12. Minnesota Statutes 1986, section 297.08, subdivision I, is 
amended to read: 

Subdivision I. [CONTRABAND DEFINED.] The following are declared 
to be contraband: 

(I) All packages which do not have stamps affixed to them as provided 
in sections 297. 0 l to 297. 13 and all devices for the vending of cigarettes 
in which such unstamped packages are found, including all contents con­
tained within the devices. 

(2) Any device for the vending of cigarettes and all packages of cigarettes 
contained therein, where the device does not afford at least partial visibility 
of contents. Where any package exposed to view does not carry the stamp 
or imprint required by sections 297.01 to 297. 13, it shall be presumed that 
all packages contained in the device are unstamped and contraband. 

(3) Any device for the vending of cigarettes to which the commissioner 
or authorized agents have been denied access for the inspection of contents. 
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In lieu of seizure, the commissioner or an agent may seal the device to 
prevent its use until inspection of contents is permitted. 

( 4) Any device for the vending of cigarettes which does not carry the 
name and address of the owner, plainly marked and visible from the front 
of the machine. 

(5) Any device including, but not limited to, motor vehicles, trailers, 
snowmobiles, airplanes and boats used with the knowledge of the owner 
or of a person operating with the consent of the owner for the storage or 
transportation of more than 5,000 cigarettes which are contraband under 
this subdivision. When cigarettes are being transported in the course of 
interstate commerce, or are in movement from either a public warehouse 
to a distributor upon orders from a manufacturer or distributor, or from 
one distributor to another, the cigarettes are not contraband, notwithstand­
ing the provisions of clause (I). 

Sec. 13. Minnesota Statutes 1987 Supplement, section 297.11, subdi­
vision 5, is amended to read: 

Subd. 5. [TRANSPORTING UNSTAMPED PACKAGES.] No person 
shall transport into, or receive, carry, or move from place to place in this 
state, any packages of cigarettes not stamped in accordance with the pro­
visions of this act except in the course of interstate commerce, unless the 
cigarettes are moving from a public warehouse to a distributor upon orders 
from the manufacturer or distributor. This subdivision shall not apply to a 
person carrying for personal use not more than 200 cigarettes when those 
cigarettes have had the individual packages or seals thereof broken and are 
intended for personal use by that person and not to be sold or offered for 
sale. 

Common carriers and contract carriers transporting cigarettes into this 
state shall file with the commissioner reports of all such shipments other 
than those which are delivered to public warehouses of first destination in 
this state which are licensed under the provisions of chapter 231. Such 
reports shall be filed monthly on or before the 10th day of each month and 
shall show with respect to deliveries made in the preceding month: the 
date, point of origin, point of delivery, name of consignee, the quantity of 
cigarettes delivered and such other information as the commissioner may 
require. 

All common carriers and contract carriers transporting cigarettes into 
Minnesota shall permit examination by the commissioner of their records 
relating to the shipment of cigarettes. 

Any person who fails or refuses to transmit to the commissioner the 
required reports or whoever refuses to permit the examination of the records 
by the commissioner shall be guilty of a gross misdemeanor. 

Sec. 14. Minnesota Statutes 1986, section 297 .12, subdivision I, is 
amended to read: 

Subdivision I. [FELONY] (a) Any person violating section 297. I I, 
subdivision I, shall be guilty of a felony. 

(b) Any person violating section 297.11, subdivisions 2 or 5 by pos­
sessing, receiving, or transporting more than 20,000 cigarettes not stamped 
in accordance with the provisions of sections 297 .0 I to 297 .13 shall be 
guilty of a felony. 
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( c) A person selling cigarettes after the person's license has been revoked 
is guilty of a felony. 

Sec. 15. Minnesota Statutes 1986, section 297.35, is amended by adding 
a subdivision to read: 

Subd. JO. A manufacturer of tobacco products as defined by section 
297.31, shall report on a form prescribed by the commissioner all sales 
of tobacco products to Minnesota-licensed distributors, subjobbers, retail­
ers, or to any locations within the state. The report is due on the 18th of 
the month following the reporting period. 

Anyone violating this section is guilty of a gross misdemeanor. 

Sec. 16. [297.44] [TIME LIMITATIONS.] 

Subdivision I. [TIME FOR ASSESSMENT; NOTICE.] Except as oth­
erwise provided in this chapter; the amount of taxes assessable with respect 
to a taxable period must be assessed within three years after the return 
for the period is filed. The taxes are considered assessed within the meaning 
of this section when the commissioner has prepared a notice of tax assess­
ment and mailed it to the person required to file a return to the post office 
address given in the return. The record of the mailing is presumptive 
evidence of the giving of the notice, and the records must be preserved by 
the commissioner. 

Subd. 2. [OMISSION OVER 25 PERCENT] If the person required to 
file the return omits from the return a dollar amount properly includable 
in it that is in excess of 25 percent of the dollar amount reported in the 
return, the tax may be assessed, or a proceeding in court for the collection 
of such tax may be begun, at any time within five years after the return 
was filed. 

Subd. 3. [DATE OF FILING.] For purposes of this section and section 
297.36, a return filed before the last day prescribed by law for its filing 
is considered filed on the last day. 

Subd. 4. [FRAUD; FAILURE TO FILE.] In the case of a false or fraud­
ulent return with intent to evade tax or failure with the same intent to file 
a return, the tax may be assessed at any time, and a proceeding in court 
for the collection of the tax must be begun within five years after the 
assessment. 

Subd. 5. [COLLECTION.] Where the assessment of any tax is made 
within the period of limitation properly applicable to it, the tax may be 
collected by a proceeding in court, but only if begun within five years after 
the date of assessment. 

Subd. 6. [SUSPENSION OF TIME; BANKRUPTCY PROCEEDINGS.] 
The time during which a tax must be assessed or collection proceedings 
commenced under this chapter is suspended during the period from the 
date of a filing of a petition in bankruptcy until 30 days after notice to 
the commissioner of revenue that the bankruptcy proceedings have been 
closed or dismissed, or that the automatic stay has been terminated or has 
expired. 

The suspension of the statute of limitations under this subdivision applies 
to the person against whom the petition in bankruptcy is filed, and to all 
other persons who may be wholly or partially liable for the tax under this 
chapter. 
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Sec. 17. Minnesota Statutes 1986, section 297C.02, subdivision 3, is 
amended to read: 

Subd. 3. [TAX CREDIT.] A qualified brewer producing fermented malt 
beverages is entitled to a tax credit of $4 $4 .60 per barrel on 25,000 barrels 
sold in any fiscal year beginning July 1, regardless of the alcohol content 
of the product. Qualified brewers may take the credit on the Htlt 18th day 
of each month, but the total credit allowed may not exceed in any fiscal 
year the lesser of (a) the liability for tax or (b) $1QQ,QQQ $115,000. 

For purposes of this subdivision, a "qualified brewer" means a brewer, 
whether or not located in this state, manufacturing less. than 100,000 barrels 
of fermented malt beverages in the calendar year immediately preceding 
the calendar year for which the credit under this subdivision is claimed. In 
determining the number of barrels, all brands or labels of a brewer must 
be combined. All facilities for the manufacture of fermented malt beverages 
owned or controlled by the same person, corporation, or other entity must 
be treated as a single brewer. 

Sec. 18. Minnesota Statutes 1986, section 297C.02, subdivision 4, is 
amended to read: 

Subd. 4. [BOTTLE TAX.] A tax of one cent is imposed on each bottle 
or container of distilled spirits and wine. The wholesaler is responsible for 
the payment of this tax when the bottles of distilled spirits and wine are 
removed from inventory for sale, delivery, or shipment. 

The following are exempt from the tax: 

(I) miniatures of distilled spirits and wines; 

(2) containers of fermented malt beverage; 

(3) containers of intoxicating liquor or wine holding less than 200 milliliters; 

( 4) containers of wine intended exclusively for sacramental purposes; 

(5) containers of alcoholic beverages sold to qualified, approved military 
clubs; 

(6) containers of alcoholic beverages sold to common carriers engaged 
in interstate commerce; 

(7) containers of alcoholic beverages sold to authorized food processors 
or pharmaceutical firms for use exclusively in the manufacturing of food 
products or medicines; 

(8) containers of alcoholic beverages sold and shipped to dealers, winer­
ies, or distillers in other states; and 

(9) containers of alcoholic beverages sold to other Minnesota wholesalers. 

Sec. 19. Minnesota Statutes 1986, section 297C.03, is amended by add­
ing a subdivision to read: 

Subd. 6. [INFORMATIONAL RETURNS.] Manufacturers, wholesalers, 
and importers licensed to ship distilled spirits or wine into Minnesota shall 
file with the commissioner a monthly informational report on a form pre­
scribed by the commissioner. No payment of any tax is required to be 
remitted with this report. The report must be filed on or before the tenth 
day following the end of each calendar month. regardless of whether or 
not any shipments were made into Minnesota during the previous month. 
A person failing to file this monthly report is subject to the provisions of 
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section 297C.14, subdivision 8. 

Sec. 20. Minnesota Statutes 1987 Supplement, section 297C.04, is amended 
to read: 

297C.04 [PAYMENT OF TAX; MALT LIQUOR.] 

The commissioner may by rule provide a reporting method for paying 
and collecting the excise tax on fermented malt beverages. The tax is 
imposed upon the first sale or importation made in this state by a licensed 
brewer or importer. The rules must require reports to be filed with and the 
excise tax to be paid to the commissioner on or before the I 8th day of the 
month following the month in which the importation into or the first sale 
is made in this state, whichever first occurs. The rules must also require 
payments in June of I 987 and subsequent years according to the provisions 
of section 297C.05, subdivision 2. 

A distributor who has title to or possession of fermented malt beverages 
upon which the excise tax has not been paid and who knows that the tax 
has not been paid, shall file a return with the commissioner on or before 
the 18th day of the month following the month in which the distributor 
obtains title or possession of the fermented malt beverages. The return 
must be made on a form furnished and prescribed by the commissioner. 
and must contain all information that the commissioner requires. The return 
must be accompanied by a remittance for the Juli unpaid liability shown 
on it. 

Sec. 21. Minnesota Statutes 1986, section 297C.07, is amended to read: 

297C.07 [EXCEPTIONS.] 

The following are not subject to the excise tax: 

(I) Sales by a manufacturer, brewer, or wholesaler for shipment outside 
the state in interstate commerce. 

(2) Sales of wine for sacramental purposes under section 340A.316. 

(3) Fruit juices naturally fermented or beer naturally brewed in the home 
for family use. 

(4) Malt beverages served by a brewery for on-premise consumption at 
no charge, or distributed to brewery employees for on-premise consumption 
under a labor contract. 

/5) Alcoholic beverages sold to authorized manufacturers of food prod­
ucts or pharmaceutical firms. The alcoholic beverage must be used exclu­
sively in the manufacture of food products or medicines. For purposes of 
this part, "manufacturer" means a manufacturer of food products intended 
for sale to wholesalers or retailers for ultimate sale to the consumer. 

(6) Sales to common carriers engaged in interstate transportation of 
passengers and qualified approved military clubs, except as provided in 
section 297C.17. 

/7/Alcoholic beverages sold or transferred between Minnesota wholesalers. 

/8) Sales to a federal agency, that the state of Minnesota is prohibited 
from taxing under the constitution or laws of the United States or under 
the constitution of Minnesota. 

Sec. 22. [297C.17] [COMMON CARRIERS.] 
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Common carriers engaged in interstate transportation of passengers 
must file monthly reports together with the tax payment on the sale of 
alcoholic beverages sold within the state of Minnesota. The report and 
payment must be filed by the 18th day of the month following the month 
in which the sale took place. A common carrier is permitted to use a 
formula for the allocation of the total sales of alcoholic beverages among 
states on the basis of passenger miles in each state or some other method 
of allocation if written approval is received from the commissioner. 

Sec. 23. [REPEALER.] 

Minnesota Statutes 1986, section 297C.03, subdivision 5, is repealed. 

Sec. 24. [EFFECTIVE DATE.] 

This article is effective July 1, 1988, except section 17 is effective for 
barrels sold after June 1, 1987, and sections 3 and 5 are effective January 
1, 1989. 

ARTICLE 12 

TAX INCREMENT FINANCING 

Section I. Minnesota Statutes 1987 Supplement, section 469.174, sub­
division 2. is amended to read: 

Subd. 2. [AUTHORITY.] "Authority" means a rural development financ­
ing authority created pursuant to sections 469.142 to 469. 150; a housing 
and redevelopment authority created pursuant to sections 469.001 to 469.047; 
a port authority created pursuant to sections 469.048 to 469.068; an eco­
nomic development authority created pursuant to sections 469. 090 to 469. I 08; 
a redevelopment agency as defined in sections 469.152 to 469.165; a 
municipality that is administering a development district created pursuant 
to sections 469. 124 to 469 .134 or any special law; a municipality that 
undertakes a project pursuant to sections 469.152 to 469.165, except a 
town located outside the metropolitan area or with a population of 5,000 
persons or less; or a municipality that exercises the powers of a port 

· authority pursuant to any general or special law. 

Sec. 2. Minnesota Statutes 1987 Supplement, section 469.174, subdi­
vision 7, is amended to read: 

Subd. 7. [ORIGINAL ASSESSED VALUE.] ( a) Except as provided in 
paragraph /b), "original assessed value" means the assessed value of all 
taxable real property within a tax increment financing district as most 
recently certified by the commissioner of revenue as of the date of the 
request by an authority for certification by the county auditor, together 
with subsequent adjustments as set forth in section 469. 177, subdivisions 
I and 4. In determining the original assessed value the assessed value of 
real property exempt from taxation at the time of the request shall be zero, 
except for real property which is tax exempt by reason of public ownership 
by the requesting authority and which has been publicly owned for less 
than one year prior to the date of the request for certification, in which 
event the assessed value of the property shall be the assessed value as most 
recently determined by the commissioner of revenue. 

(b/ The original assessed value of any designated hazardous substance 
site or hazardous substance subdistrict shall be determined on January 2 
following the date the agency or municipality certifies to the county auditor 
that the agency or municipality has entered a redevelopment or other 
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agreement for the removal actions or remedial actions specified in a devel­
opment response action plan, or otherwise provided funds to finance the 
development response action plan. The original assessed value equals (i) 
the assessed value of the parcel, as most recently determined by the com­
missioner of revenue, less (ii) the estimated reasonable and necessary costs 
of the removal actions and remedial actions as specified in a development 
response action plan to be undertaken with respect to the parcel as certified 
to the county auditor by the municipality or agency, (iii) but not less than 
zero. 

( c) The original assessed value of a hazardous substance site or sub­
district shall be increased by the amount by which it was reduced pursuant 
to paragraph (b), clause (ii), upon certification by the municipality that 
the removal and remedial actions specified in the development response 
action plan, except for long-term monitoring and similar activities, have 
been completed. 

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

Sec. 3. Minnesota Statutes 1987 Supplement, section 469.174, subdi­
vision 10, is amended to read: 

Subd. 10. [REDEVELOPMENT DISTRICT.] (a) "Redevelopment dis­
trict" means a type of tax increment financing district consisting of a 
project, or portions of a project, within which the authority finds by res­
olution that one of the following conditions, reasonably distributed through­
out the district, exists: 

(I) 70 percent of the parcels in the district are occupied by buildings, 
streets, utilities, or other improvements and more than 50 percent of the 
buildings, not including outbuildings, are structurally substandard to a 
degree requiring substantial renovation or clearance; or 

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

(3) H>SS thaft '79 pe,eeM ef tile ~ ½ft tile ~ are eeeuriea !,y 
h1:1:il8:ings, ~ 1:1:tilities. er efflef iR1pFOr,1ements, 9tit ffl:le f8 unt1s1J:al 
4eff&i.ft ei: sail 8:ef..ieieeeies reEJHiFieg sHhstanHal HHtag-; gfft8:ieg, er fflftef 
rl!ysieal !lfeparnlieR fef t1Se at leas-I W pe,eeM ef tile te!al aenage ef sueh 
l-aftd has a fftH' ~ -YiHtte ttpeH inelt1si0n tft ~ Fe8evel0pfflent tii-stf.iet 
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de11el0pR1eRt ef at least ~ pereent ef the aePCage hft¥iftg the HRHst:ml sei-J 
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eFtefftltfl 0efieieacies, whieh agpeement ~Foi.•i0es recourse fef~ audterit:,• 
shettkl the tlevele~meet Rat he e01H1dete8; et= 

f-4 the property consists of underutilized air rights existing over a public 
street, highway, or right-of-way; or 

~ (4) the property consists of vacant, unused, underused, inappro­
priately used, or infrequently used railyards, rail storage facilities, or exces­
sive or vacated railroad rights-of-way; or 

~ ( 5) the district consists of an existing or proposed industrial park no 
greater in size than 250 acres, which contains a sewage lagoon contaminated 
with polychlorinated biphenyls. 

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

Sec. 4. Minnesota Statutes 1987 Supplement, section 469.174, subdi­
vision 11, is amended to read: 

Subd. 1 I. [HOUSING DISTRICT.] "Housing district" means a type of 
tax increment financing district which consists of a project, or a portion 
of a project, intended for occupancy, in part, by persons or families of low 
and moderate income, as defined in chapter 462A, Title II of the National 
Housing Act of 1934, the National Housing Act of 1959, the United States 
Housing Act of 1937, as amended, Title V of the Housing Act of 1949, 
as amended, any other similar present or future federal, state, or municipal 
legislation, or the regulations promulgated under any of those acts. A project 
does not qualify under this subdivision if the fair market value of the 
improvements which are constructed for commercial uses or for uses other 
than low and moderate income housing consists of more than one-third of 
the total fair market value of the planned improvements in the development 
plan or agreement. The fair market value of the improvements may be 
determined using the cost of construction, capitalized income, or other 
appropriate method of estimating market value. 

Sec. 5. Minnesota Statutes 1987 Supplement. section 469 .174, is amended 
by adding a subdivision to read: 

Subd. 16. [DESIGNATED HAZARDOUS SUBSTANCE SITE.] "Des­
ignated hazardous substance site" means any parcel or parcels with respect 
to which the authority or municipality has certified to the county auditor 
that the authority or municipality has entered into a redevelopment or 
other agreement providing for the removal actions or remedial actions 
specified in a development response action plan or the municipality Or 
authority will use other available money, including without limitation tax 
increments, to finance the removal or remedial actions. 

Sec. 6. Minnesota Statutes 1987 Supplement, section 469. I 74, is amended 
by adding a subdivision to read: 

Subd. 17. [DEVELOPMENT ACTION RESPONSE PLAN.] "Devel­
opment action response plan" means a plan or proposal/or removal actions 
or remedial actions if the plan or proposal is submitted to the pollution 
control agency and the actions contained in the plan or proposal are 
approved in writing by the commissioner of the agency as reasonable and 
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necessary to protect the public health, welfare, and environment. 

Sec. 7. Minnesota Statutes 1987 Supplement, section 469.174, is amended 
by adding a subdivision to read: 

Subd. 18. [TERMS DEFINED IN OTHER CHAPTERS.] The terms 
"removal," "remedy," "remedial action," "response," "hazardous sub­
stance," and "pollutant or contaminant" have the meanings given in section 
115B.02. The term "petroleum" has the meaning given in section l l 5C.02. 

Sec. 8. Minnesota Statutes 1987 Supplement, section 469.174, is amended 
by adding a subdivision to read: 

Subd. 19. [SOILS CONDITION DISTRICTS.] (a) "Soils condition dis­
trict'' means a type of tax increment financing district consisting of a 
project, or portions of a project, within which the authority finds by res­
olution that the following conditions exist: 

( 1) less than 70 percent of the parcels in the district are occupied by 
buildings, streets, utilities, or other improvements; 

(2) unusual terrain or soil deficiencies for 80 percent of the acreage in 
the district require substantial filling, grading, or other physical prepa­
ration for use; 

(3) the estimated cost of the physical preparation under clause (2), but 
excluding costs directly related to roads as defined in section 160.01 and 
local improvements as described in section 429.021, subdivision 1, clauses 
(]) to (7 ), ( lJ) and ( 12 ), and 430.01, when added to the fair market value 
of the land upon inclusion in the district exceeds the anticipated fair market 
value of the land upon completion of the preparation. 

(b) An area does not qualify as a soils condition district if it contains 
a wetland, as defined in section 105 .37, unless the development agreement 
prohibits draining, filling, or other alteration of the wetland or other 
binding legal assurances for preservation of the wetland are provided. 

(c) I/the district is located in the metropolitan area, the proposed devel­
opment of the district in the tax increment financing plan must be consistent 
with the municipality's land use plan adopted in accordance with sections 
473 .851 to473 .872 and reviewed by the metropolitan council under section 
473.175. lf the district is located outside of the metropolitan area, the 
proposed development of the district must be consistent with the munici­
pality's comprehensive municipal plan. 

(d) No parcel shall be included in the district unless the authority has 
concluded an agreement or agreements for the development of at least 50 
percent of the acreage having the unusual soil or terrain deficiencies. The 
agreement must provide recourse for the authority if the development is 
not completed. 

Sec. 9. Minnesota Statutes 1987 Supplement, section 469. 175, subdi­
vision I, is amended to read: 

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

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

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

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

(5) estimates of the following: 

(i) cost of the project, including administration expenses; 

(ii) amount of bonded indebtedness to be incurred; 

(iii) sources of revenue to finance or otherwise pay public costs; 

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

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

(vi) the duration of the tax increment financing district's existence; flfltl. 

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

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

(8/ identification of all parcels to be included in the district. 

Sec. 10. Minnesota Statutes 1987 Supplement, section 469.175, is amended 
by adding a subdivision to read: 

Subd. Ia. [INCLUSION OF COUNTY ROAD COSTS.] /a) The county 
board may require the authority to pay all or a portion of the cost of 
county road improvements out of increment revenues, if the following con­
ditions occur: 

(I) the proposed tax increment financing plan or an amendment to the 
plan contemplates construction of a developmen_t that will, in the judgment 
of the county, substantially increase the use of county roads requiring 
construction of road improvements or other road costs; 

(2) the proposed tax increment financing district is a soils condition 
district; and 

( 3) the road improvements or other road costs, in the opinion of the 
county, would not rrasonably be expected to be needed within the reason­
ably foreseeable future if the 'lax increment financing plan were not 
implemented. 
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(b) If the county elects to use increments to finance the road improve~ 
ments, the county must notify the authority and municipality within 30 
days after receipt of the information on the proposed tax increment district 
under subdivision 2. The notice must include the estimated cost of the road 
improvements and schedule for construction and payment of the cost. The 
authority must include the improvements in the tax increment financing 
plan. The improvements may be financed with the proceeds of tax increment 
bonds or the authority and the county may agree that the county will 
finance the improvements with county funds to be repaid in installments, 
with or without interest, out of increment revenues. If the cost of the road 
improvements and other project costs exceed the projected amount of the 
increment revenues, the county and authority shall negotiate an agreement, 
modifying the development plan or proposed road improvements that will 
permit financing of the costs before the tax increment financing plan may 
be approved. 

Sec. 11. Minnesota Statutes I 987 Supplement, section 469.175, sub­
division 2, is amended to read: 

Subd. 2. [CONSULTATIONS; COMMENT AND FILING.] Before for­
mation of a tax increment financing district, the authority shall provide an 
opportunity to the members of the county boards of commissioners of any 
county in which any portion of the proposed district is located and the 
members of the school board of any school district in which any portion 
of the proposed district is located to meet with the authority. The authority 
shall present to the members of the county boards of commissioners and 
the school boards its estimate of the fiscal and economic implications of 
the proposed tax increment financing district. The information on the fiscal 
and economic implications of the plan must be provided to the county and 
school district boards at least 30 days before the public hearing required 
by subdivision 3. The 30-day requirement is waived if the county and school 
district submit written comments on the proposal and any modification of 
the proposal to the authority after receipt of the information. The members 
of the county boards of commissioners and the school boards may present 
their comments at the public hearing on the tax increment financing plan 
required by subdivision 3. +he eetfft!y ffiHHlef shall fie! ee,tify the a,iginal 
assessed ¥8-kte et a ~ fHIFSli8Rt ffi seett0ft 169. 177, Slibdivision +, 
ttfttil fke €ffl:lftty 08ftffl. et eoRlftlissioeeFs has pFeseeted tts Wfi.t.teft eoftlmeet 
oo the p,apssal lo the autha,ity, 0f JO days has rassed fffiffi the <li>le ef 
the t,anslllittal by the authe,ity le the beilf& ef the infeflll&tien ,ega,ding 
the ftseal ilB0 eeonoftlie implieatioRs, •.vftieheYer oeetlfS f.i.Fs.t:. Upon c.idop­
tion of the tax increment financing plan, the authority shall file a copy of 
the plan with the commissioner of eeergy trade and economic development. 
The authority must also file with the commissioner a copy of the devel­
opment plan for the project area. 

Sec. 12. Minnesota Statutes 1987 Supplement, section 469.175, sub­
division 3, is amended to read: 

Subd. 3. [MUNICIPALITY APPROVAL.] A county auditor shall not 
certify the original -assessed value of a tax increment financing district 
until the tax increment financing plan proposed for that district has been 
approved by the municipality in which the district is located. If an authority 
that proposes to establish a tax increment financing district and the munic­
ipality are not the same, the authority shall apply to the municipality in 
which the district is proposed to be located and shall obtain the approval 
of its tax increment financing plan by the municipality before the authority 
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may use tax increment financing. The municipality shall approve the tax 
increment financing plan only after a public hearing thereon after published 
notice in a newspaper of general circulation in the municipality at least 
once not less than ten days nor more than 30 days prior to the date of the 
hearing. This hearing may be held before or after the approval or creation 
of the project or it may be held in conjunction with a hearing to approve 
the project. Before or at the time of approval of the tax increment financing 
plan, the municipality shall make the following findings, and shall set forth 
in writing the reasons and supporting facts for each determination: 

(1) that the proposed tax increment financing district is a redevelopment 
district, a mined underground space development district, a housing district, 
a soils condition district, or an economic development district; if the pro­
posed district is a redevelopment district, the reasons and supporting facts 
for the determination that the district meets the criteria of section 469 .174, 
subdivision JO, paragraph /a), clauses {I) to /5), must be retained and 
made available to the public by the authority until the district has been 
terminated. 

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

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

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

(5) that the municipality elects the method of tax increment computation 
set forth in section 469 .177, subdivision 3, clause (b), if applicable. 

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

Sec. 13. Minnesota Statutes 1987 Supplement, section 469.175, sub­
division 4, is amended to read: 

Subd. 4. [MODIFICATION OF PLAN.] /a) A tax increment financing 
plan may be modified by an authority, provided that any reduction or 
enlargement of geographic area of the project or tax increment financing 
district, increase in amount of bonded indebtedness to be incurred, includ­
ing a determination to capitalize interest on the debt if that determination 
was not a part of the original plan, or to increase or decrease the amount 
of interest on the debt to be capitalized, increase in the portion of the 
captured assessed value to be retained by the authority, increase in total 
estimated tax increment expenditures or designation of additional property 
to be acquired by the authority shall be approved upon the notice and after 
the discussion, public hearing, and findings required for approval of the 
original plan; provided that if an authority changes the type of district from 
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housing, redevelopment, or economic development to another type of dis­
trict, this change shall not be considered a modification but shall require 
the authority to follow the procedure set forth in sections 469 .17 4 to 469. 179 
for adoption of a new plan, including certification of the assessed valuation 
of the district by the county auditor. If a redevelopment district is enlarged, 
the reasons and supporting facts for the determination that the addition 
to the district meets the criteria of section 469.174. subdivision JO, para­
graph (a), clauses (I) to (5), must be documented. The requirements of 
this paragraph do not apply if (I) the only modification is elimination of 
parcels from the project or district and (2)(A) the current assessed value 
of the parcels eliminated from the district equals or exceeds the assessed 
value of those parcels in the district's original assessed value or (B) the 
authority agrees that, notwithstanding section 469. I 77, subdivision I, the 
original assessed value will be reduced by no more than the current assessed 
value of the parcels eliminated from the district. The authority must notify 
the county auditor of any modification that reduces or enlarges the geo­
graphic area of a district or a project area. 

(b) The geographic area of a tax increment financing district may be 
reduced, but shall not be enlarged after five years following the date of 
certification of the original assessed value by the county auditor or after 
August I, 1984, for tax increment financing districts authorized prior to 
August I, 1979, ~ ~ de11elef1tt1ent distFiets ~ puFsuaat ta 
11UAnesete Statutes -1-9+3;-~ rn, fffi8f te ~ +, -1-9+9-;, ~ be 
Fedueed ffiff ~ fliH 9e enleFged tlffef #¥e y,eftfS ~Uav.rieg tfte a&le ef 
designatieR ef ffte ~-

Sec. 14. Minnesota Statutes 1987 Supplement, section 469.175, is amended 
by adding a subdivision to read: 

Subd. 7. [CREATION OF HAZARDOUS SUBSTANCE SUBDISTRICT; 
RESPONSE ACTIONS.] (a) A municipality or authority which is creating 
or has created a tax increment financing district may establish within the 
district a hazardous substance subdistrict upon the notice and after the 
discussion, public hearing, and findings required for approval of the orig­
inal plan. The geographic area of the subdistrict is made up of any parcels 
in the district designated for inclusion by the municipality or authority 
that are designated hazardous substance sites, and any additional parcels 
in the district designated for inclusion that are contiguous except for the 
interposition of a right-of-way. Before or at the time of approval of the tax 
increment financing plan, the municipality must make the findings under 
paragraphs (b) to (d), and set forth in writing the reasons and supporting 
facts for each. 

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

(c) Other parcels that are not designated hazardous substance sites are 
expected to be developed together with a designated hazardous substance 
site. 

(d) The subdistrict is not larger than, and the period of time during 
which increments are elected to be received is not longer than, that which 
is necessary in the opinion of the municipality to provide for the additional 
costs due to the designated hazardous substance site. 
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(e) Upon request by a municipality or authority that has incurred expenses 
for removal or remedial actions to implement a development response 
action plan, the attorney general may: 

(1) bring a civil action on behalf of the municipality or authority to 
recover the expenses, including administrative costs and litigation expenses, 
under section 115B.04 or other law; or 

(2) assist the municipality or agency in bringing an action as described 
in clause (1 ), by providing legal and technical advice, intervening in the 
action, or other appropriate assistanc_e. 

The decision to participate in any action to recover expenses is at the 
discretion of the attorney general. 

(f) If the attorney general brings an action as provided in paragraph 
(e), clause (1 ), the municipality or authority shall certify its reasonable 
and necessary expenses incurred to implement the development response 
action plan and shall cooperate with the attorney gerieral as required to 
effectively pursue the action. The certification by the municipality or authority 
is prima facie evidence that the expenses are reasonable and necessary. 
The attorney general may deduct litigation expenses incurred by the attor­
ney general from any amounts recovered in an action brought under para­
graph (e), clause(}). The municipality or authority shall reimburse the 
attorney general for litigation expenses not recovered in an action under 
paragraph (e), clause I I), and for litigation expenses incurred to assist in 
bringing an action under paragraph (e), clause(/). All money recovered 
or paid to the attorney general for litigation expenses under this paragraph 
shall be paid to the general fund of the state for deposit to the account of 
the attorney general. For the purposes of this section, "litigation expenses" 
means attorney fees and costs of discovery and other preparation for 
litigation. 

(g) The municipality or authority shall reimburse the pollution control 
agency for its administrative expenses incurred to review and approve a 
development action response plan and associated activities, and for expenses 
incurred for any services rendered to the attorney general to support the 
attorney general in actions brought or assistance provided under para­
graph ( e). All money paid to the pollution control agency under this para­
graph shall be deposited in the environmental response, compensation and 
compliance fund. 

(h) Actions taken by a municipality or authority consistent with a devel­
opment response action plan are deemed to be authorized response actions 
for the purpose of section 115B./7, subdivision 12. A municipality or 
agency that takes actions consistent with a development response action 
plan qualifies for the defenses available under sections I 15B.04, subdi­
vision 11, and 115B.05, subdivision 9. 

(i) All money recovered by a municipality or authority in an action 
brought under paragraph I e) in excess of the amounts paid to the attorney 
genera./ and the pollution control agency must be treated as excess incre­
ments and be distributed as provided in section 469./76, subdivision 2, 
clause (4), to the extent the removal and remedial actions were initially 
financed with increment revenues. 

Sec. 15. Minnesota Statutes 1987 Supplement, section 469.176, sub­
division 1, is amended to read: 
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Subdivision I. [DURATION OF TAX INCREMENT FINANCING DIS­
TRICTS.] (a) Subject to the limitations contained in paragraphs (b) to (f), 
any tax increment financing district as to which bonds are outstanding, 
payment for which the tax increment and other revenues have been pledged, 
shall remain in existence at least as long as the bonds continue to be 
outstanding. 

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

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

( d) No tax increment shall be paid to an authority for a tax increment 
financing district after three years from the date of certification of the 
original assessed value of the taxable real property in the district by the 
county auditor or after August I, 1982, for tax increment financing districts 
authorized prior to August I, 1979, unless within the three-year period ( 1) 
bonds have been issued pursuant to section 469 .178, or in aid of a project 
pursuant to any other law, except revenue bonds issued pursuant to sections 
469.152 to 469.165, prior to August I, 1979, or (2) the authority has 
acquired property within the district, or (3) the authority has constructed 
or caused to be constructed public improvements within the district. 

(e) No tax increment shall in any event be paid to the authority from a 
redevelopment district after 25 years from date of receipt by the authority 
of the first tax increment, after 25 years from the date of the receipt for a 
housing district, after 25 years from the date of the receipt for a mined 
underground space development district, after 12 years from approval of 
the tax increment financing plan for a soils condition district, and after 
eight years from the date of the receipt, or ten years from approval of the 
tax increment financing plan, whichever is less, for an economic devel­
opment district. 

For tax increment financing districts created prior to August I , l 979, 
no tax increment shall be paid to the authority after Ml yea,s tfeffi ~ 
-1, -1-919 April 1, 2001, or the term of a nondefeased bond or obligation 
outstanding on April 1, 1990, secured by increments from the district or 
project area, whichever time is greater, provided that in no case will a tax 
increment be paid to an authority after August 1, 2009,from such a district. 
If a district's termination date is extended beyond April 1, 2001, because 
bonds were outstanding on April 1, 1990, with maturities extending beyond 
April 1, 2001, the following restrictions apply. No increment collected from 
the district may be expended after April l, 2001, except to pay or defease 
(i) bonds issued before April 1, 1990, or (ii) bonds issued to refund the 
principal of the outstanding bonds and pay associated issuance costs, 
provided the average maturity of the refunding bonds does not exceed the 
bonds refunded. 

(f) Modification of a tax increment financing plan pursuant to section 
469.175, subdivision 4, shall not extend the durational limitations of this 
subdivision. 
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(g) If a parcel of a district is part of a designated hazardous substance 
site or a hazardous substance subdistrict, tax increment may be paid to 
the authority from the parcel for longer than the period otherwise provided 
by this subdivision. The extended period for collection of tax increment 
begins on the date of receipt of the first tax increment from the parcel that 
is more than any tax increment received from the parcel before the date 
of the certification under section 469.175, subdivision 7, paragraph (b), 
and received after the date of certification to the county auditor described 
in section 469.175, subdivision 7, paragraph (b). The extended period for 
collection of tax increment is the lesser of: (1) 25 years from the date of 
commencement of the extended period; or (2) the period necessary to 
recover the costs of removal actions or remedial actions specified in a 
development response action plan. 

Sec. 16. Minnesota Statutes 1987 Supplement, section 469.176, sub­
division 4, is amended to read: 

Subd. 4. [LIMITATION ON USE OF TAX INCREMENT; GENERAL 
RULE.] W All revenues derived from tax increment shall be used in 
accordance with the tax increment financing plan. The revenues shall be 
used solely for the following purposes: (I) to pay the principal of and 
interest on bonds issued to finance a project; (2) by a rural development 
financing authority for the purposes stated in section 469.142, by a port 
authority or municipality exercising the powers of a port authority to finance 
or otherwise pay the cost of redevelopment pursuant to sections 469.048 
to 469.068, by an economic development authority to finance or otherwise 
pay the cost of redevelopment pursuant to sections 469.090 to 469. I08, 
by a housing and redevelopment authority or economic development author­
ity to finance or otherwise pay public redevelopment costs pursuant to 
sections 469.001 to 469.047, by a municipality or economic development 
authority to finance or otherwise pay the capital and administration costs 
of a development district pursuant to sections 469. 124 to 469.134, by a 
municipality or redevelopment agency to finance or otherwise pay pre­
miums for insurance or other security guaranteeing the payment when due 
of principal of and interest on the bonds pursuant to chapter 462C, sections 
469.152 to 469.165, or both, or to accumulate and maintain a reserve 
securing the payment when due of the principal of and interest on the bonds 
pursuant to chapter 462C, sections 469.152 to 469. 165, or both, which 
revenues in the reserve shall not exceed, subsequent to the fifth anniversary 
of the date of issue of the first bond issue secured by the reserve, an amount 
equal to 20 percent of the aggregate principal amount of the outstanding 
and nondefeased bonds secured by the reserve. 

Subd. 4a. [MINED UNDERGROUND SPACE DISTRICTS.] Revenue 
derived from tax increment from a mined underground space development 
district may be used only to pay for the costs of excavating and supporting 
the space, of providing public access to the mined underground space includ­
ing roadways, and of installing utilities including fire sprinkler systems in 
the space. 

AA Subd. 4b. [SOILS CONDITION DISTRICTS.] Revenue derived from 
tax increment from a soils condition district under section 469. 174, sub­
division 19, may be used only to ( 1) acquire parcels on which the improve­
ments described in clause (2) will occur; (2) pay for the cost of correcting 
the unusual terrain or soil deficiencies and the additional cost of installing 
public improvements directly caused by the defidencies; and /3) pay for 
the administrative expenses of the authority allocable to the district. The 
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sale by the authority of a parcel acquired and improved as described in 
clauses (1) and /2) must be for a price that is no less than the cost of 
acquisition. 

Subd. 4c. [ECONOMIC DEVELOPMENT DISTRICTS.] Revenue derived 
from tax increment from an economic development district may not be used 
to provide improvements, loans, subsidies, grants, interest rate subsidies, 
or assistance in any form to developments consisting of buildings and 
ancillary facilities, if25 percent of the buildings and facilities (determined 
on the basis of square footage) are used for the purposes listed in section 
144( a)/8) of the Internal Revenue Code of /986 ( determined without regard 
to the 25 percent restriction in subparagraph (A)). The restrictions under 
this paragraph apply only to districts located in development regions, as 
defined in section 462 .384, with populations in excess of 1,000,000. Pop­
ulation must be determined under the provisions of section 477 A.OJ I. 

Subd. 4d. [HOUSING DISTRICTS.) Revenue derived from tax increment 
from a housing district must be used solely to finance the cost of housing 
projects as defined in section 469./74, subdivision 11. The cost of public 
improvements directly related to the housing projects and the allocated 
adminis.trative expenses of the authority may be included in the cost of a 
housing project. 

Subd. 4e. [HAZARDOUS SUBSTANCE SUBDISTRICTS.) The addi­
tional tax increment received by the municipality from a hazardous sub­
stance subdistrict as a result of a reduction in original assessed value 
pursuant to section 469./74, subdivision 7, paragraph (b), or as a result 
of the extension of the period for collection of tax increment from a haz­
ardous substance site or subdistrict provided for in section 469.176, sub­
division I, paragraph ( g ), may be used only to pay or reimburse the costs 
of: (1) removal actions or remedial actions with respect to hazardous 
substances or pollutants or contaminants or petroleum releases affecting 
or which may affect the designated hazardous substance site; (2) pollution 
testing, demolition, and soil compaction correction necessitated by the 
development response action plan for the designated hazardous substance 
site; and ( 3) related administrative and legal costs, including costs of 
review and approval of development response action plans by the pollution 
control agency and litigation expenses of the attorney general. 

Subd. 4f. [INTEREST REDUCTION.) Revenues derived from tax incre­
ment may be used to finance the costs of an interest reduction program 
operated pursuant to section 469.012, subdivisions 7 to 10, or pursuant to 
other law granting interest reduction authority and power by reference to 
those subdivisions only under the following conditions: (I) tax increments 
may not be collected for a program for a period in excess of 12 years after 
the date of the first interest rate reduction payment for the program, (2) 
tax increments may not be used for an interest reduction program, if the 
proceeds of bonds issued pursuant to section 469 .178 after December 3 I, 
1985, have been or will be used to provide financial assistance to the specific 
project which would receive the benefit of the interest reduction program, 
and (3) tax increments may not be used to finance an interest reduction 
program for owner-occupied single-family dwellings. 

fej Subd. 4g. [GENERAL GOVERNMENT USE PROHIBITED.) These 
revenues shall not be used to circumvent existing levy limit law. No revenues 
derived from tax increment from any district, whether certified before or 
after August 1, 1979, shall be used for the acquisition, construction "'• 
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renovation, operation, or maintenance of a muF.tieirially ewaed building to 
be used primarily and regularly for conducting the business of the a munic­
ipality ;, county, school district, or any other local unit of government or 
the state or federal government. This provision shall not prohibit the use 
of revenues derived from tax increments for the construction or renovation 
of a parking structure, a commons area used as a public park, or a facility 
used for social, recreational, or conference purposes and not primarily for 
conducting the business of the municipality. 

Subd. 4h. [COUNTY COSTS.] (a) Tax increments may be used to pay 
for the county's actual administrative expenses under sections 469.174 to 
469.179. The county may require payment of those expenses by February 
15 of the year after the year in which the expenses are incurred. The 
amount of these payments is not required to be set forth in the tax increment 
financing plan for the project. To obtain payment for actual administrative 
costs, the county auditor must submit to the authority a record of costs 
incurred by the county auditor related to administration of the authority's 
tax increment financing districts. 

(b) Tax increments may be used to pay county road costs as provided 
in section 469.175, subdivision la. 

Subd. 4i. [MULTI-COUNTY USE PROHIBITED.] If a tax increment 
district is located in a municipality, parts of which are situated in more 
than one county, the revenue derived from tax increments from parcels 
located in one county must be expended for the direct and primary benefit 
of a project located or conducted within that county, unless the county 
boards of each of the counties involved agree to waive this requirement. 

Sec. 17. Minnesota Statutes 1987 Supplement, section 469.176, sub­
division 5, is amended to read: 

Subd. 5. [REQUIREMENT FOR AGREEMENTS.] No more than 25 
percent, by acreage, of the property to be acquired within a project which 
contains a redevelopment district, or ten percent, by acreage, of the property 
to be acquired within a project which contains a housing or economic 
development district, as set forth in the tax increment financing plan, shall 
at any time be owned by an authority as a result of acquisition with the 
proceeds of bonds issued pursuant to section 469.178 unless prior to acqui­
sition in excess of the percentages, the authority has concluded an agree­
ment for the development or redevelopment of the property acquired and 
which provides recourse for the authority should the development or rede­
velopment not be completed. This subdivision does not apply to a parcel 
of a district that is a designated hazardous substance site established under 
section 469.174, subdivision 16, or part of a hazardous substance sub­
district established under section 469.175, subdivision 7. 

Sec. 18. Minnesota Statutes 1987 Supplement, section 469.176, sub­
division 6, is amended to read: 

Subd. 6. [ACTION REQUIRED.] If, after four years from the date of 
certification of the original assessed value of the tax increment financing 
district pursuant to section 469 .177, no demolition, rehabilitation, or ren­
ovation of property or other site preparation, including improvement of a 
street adjacent to a parcel but not installation of utility service including 
sewer or water systems, has been commenced on a parcel located within 
a tax increment financing district by the authority or by the owner of the 
parcel in accordance with the tax increment financing plan, no additional 
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tax increment may be taken from that parcel, and the original assessed 
value of that parcel shall be excluded from the original assessed value of 
the tax increment financing district. If the authority or the owner of the 
parcel subsequently commences demolition, rehabilitation, or renovation 
or other site preparation on that parcel including improvement of a street 
adjacent to that parcel, in accordance with the tax increment financing plan, 
the authority shall certify to the county auditor that the activity has com­
menced, and the county auditor shall certify the assessed value thereof as 
most recently certified by the commissioner of revenue and add it to the 
original assessed value of the tax increment financing district. The county 
auditor must enforce the provisions of this subdivision. The authority must 
submit to the county auditor evidence that the required activity has taken 
place for each parcel in the district. The evidence for a parcel must be 
submitted by February 1 of the fifth year following the year in which the 
parcel was certified as included in the district. 

Sec. 19. Minnesota Statutes 1987 Supplement, section 469.177, sub­
division 1, is amended to read: 

Subdivision I. [ORIGINAL ASSESSED VALUE.] Uponorafter adoption 
of a tax increment financing plan, the auditor of any county in which the 
district is situated shall, upon request of the authority, certify the original 
assessed value of the tax increment financing district as described in the 
tax increment financing plan and shall certify in each year thereafter the 
amount by which the original assessed value has increased or decreased 
as a result of a change in tax exempt status of property within the district, 
reduction or enlargement of the district or changes pursuant to subdivision 
4. In the case of a mined underground space development district the county 
auditor shall certify the original assessed value as zero, plus the assessed 
value, if any, previously assigned to any subsurface area included in the 
mined underground space development district pursuant to section 272.04. 
For districts approved under section 469.175, subdivision 3, or parcels 
added to existing districts after May 1, 1988, if the classification under 
section 273.13 of property located in a district changes to a classification 
that has a different assessment ratio, the original assessed value of that 
property must be redetermined at the time when its use is changed as if 
the property had originally been classified in the same class in which it 
is classified after its use is changed. The amount to be added to the original 
assessed value of the district as a result of previously tax exempt real 
property within the district becoming taxable shall be equal to the assessed 
value of the real property as most recently assessed pursuant to section 
273 .18 or, if that assessment was made more than one year prior to the 
date of title transfer rendering the property taxable, the value assessed by 
the assessor at the time of the transfer. The amount to be added to the 
original assessed value of the district as a result of enlargements thereof 
shall be equal to the assessed value of the added real property as most 
recently certified by the commissioner of revenue as of the date of mod­
ification of the tax increment financing plan pursuant to section 469.175, 
subdivision 4. For districts approved under section 469.175, subdivision 
3, or parcels added to existing districts after May 1, 1988, if the assessed 
value of a property increases because the property no longer qualifies 
under the Minnesota agricultural property tax law, section 273 .111; the 
Minnesota open space property tax law, section 273. ll 2; or the metro­
politan agricultural preserves act, chapter473H, or because platted, unim­
proved property is improved or three years pass after approval of the plat 
under section 273.11, subdivision 1, the increase in assessed value must 
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be added to the original assessed value. Each year the auditor shall also 
add to the original assessed value of each economic development district 
an amount equal to the original assessed value for the preceding year 
multiplied by the average percentage increase in the assessed valuation of 
all property included in the economic development district during the five 
years prior to certification of the district. The amount to be subtracted from 
the original assessed value of the district as a result of previously taxable 
real property within the district becoming tax exempt, or a reduction in 
the geographic area of the district, shall be the amount of original assessed 
value initially attributed to the property becoming tax exempt or being 
removed from the district. If the assessed value of property located within 
the tax increment financing district is reduced by reason of a court-ordered 
abatement, stipulation agreement, voluntary abatement made by the asses­
sor or auditor or by order of the commissioner of revenue, the reduction 
shall be applied to the original assessed value of the district when the 
property upon which the abatement is made has not been improved since 
the date of certification of the district and to the captured assessed value 
of the district in each year thereafter when the abatement relates to improve­
ments made after the date of certification. The county auditor may specify 
reasonable form and content of the request for certification of the authority 
and any modification thereof pursuant to section 469.175, subdivision 4. 

Sec. 20. Minnesota Statutes 1987 Supplement, section 469.177, is amended 
by adding a subdivision to read: 

Subd. la. [ORIGINAL MILL RATE.] (a) At the time of the initial cer­
tification of the original assessed value for a tax increment financing 
district, the county auditor shall certify the original mill rate that applies 
to the district. The original mill rate is the sum of all the mill rates that 
apply to a property in the district for the taxes payable in the calendar 
year in which the initial certification of original assessed value is requested 
under subdivision 1. if the total mill rate applicable to properties in the 
tax increment financing district varies, the mill rate must be computed by 
determining the average total mill rate in the district, weighted on the 
basis of assessed value. The resulting mill rate is the original mill rate for 
the life of the district. 

(b) In the case of districts certified during calendar year 1988, the 
original mill rate equals the amount calculated under paragraph (a) mul­
tiplied by O .45. 

Sec. 21. Minnesota Statutes 1987 Supplement, section 469. I 77, sub­
division 3, is amended to read: 

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

(I) The original assessed value and the current assessed value shall be 
determined before the application of the fiscal disparity provisions of chap­
ter 473F. Where the original assessed value is equal to or greater than the 
current assessed value, there is no captured assessed value and no tax 
increment determination. Where the original assessed value is less than 
the current assessed value, the difference between the original assessed 
value and the current assessed value is the captured assessed value. This 
amount less any portion thereof which the authority has designated, in its 
tax increment financing plan, to share with the local taxing districts is the 
retained captured assessed value of the authority. 
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(2) The county auditor shall exclude the retained captured assessed value 
of the authority from the taxable value of the local taxing districts in 
determining local taxing district mill rates. The mill rates so determined 
are to be extended against the retained captured assessed value of the 
authority as well as the taxable value of the local taxing districts. The tax 
generated by the extension of the lesser of(A) the local taxing district mill 
rates or ( B) the original mill rate to the retained captured assessed value 
of the authority is the tax increment of the authority. 

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

(I) The original assessed value shall be determined before the application 
of the fiscal disparity provisions of chapter 473F. The current assessed 
value shall exclude any fiscal disparity commercial-industrial assessed 
value increase between the original year and the current year multiplied 
by the fiscal disparity ratio determined pursuant to section 473F.08, sub­
division 6. Where the original assessed value is equal to or greater than 
the current assessed value, there is no captured assessed value and no tax 
increment determination. Where the original assessed value is less than 
the current assessed value, the difference between the original assessed 
value and the current assessed value is the captured assessed value. This 
amount less any portion thereof which the authority has designated, in its 
tax increment financing plan, to share with the local taxing districts is the 
retained captured assessed value of the authority. 

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

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

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

Sec. 22. Minnesota Statutes 1987 Supplement, section 469 .177, sub­
division 4, is amended to read: 

Subd. 4. [PRIOR PLANNED IMPROVEMENTS.] The authority shall, 
after diligent search, accompany its request for certification to the county 
auditor pursuant to subdivision 1, or its notice of district enlargement 
pursuant to section 469.175, subdivision 4, with a listing of all properties 
within the tax increment financing district or area of enlargement for which 
building permits have been issued during the I 8 months immediately pre­
ceding approval of the tax increment financing plan by the municipality 
pursuant to section 469.175, subdivision 3. The county auditor shall increase 
the original assessed value of the district by the assessed valuation of the 



8662 JOURNAL OF THE SENATE [93RDDAY 

impFO ,1emeets .each improvement for which ~ a building permit was issued, 
e~Eel1:1Bieg the assessed Yahtatiee ef impreYeffl:eHts ffif Wffi€ft -a 8ui1Eli0g 
j!efffii! was isstie<I 611fiBg !Re lluee ma111h i,e,ied immediately p•eeedi11g 
said epp•e•,el 0f !Re tax i11e,eme111 fi11e11ei•g pkHt, as eeflified by !Re 
assesser. 

Sec. 23. Minnesota Statutes 1987 Supplement, section 469.177, is amended 
by adding a subdivision to read: 

Subd. 9. [DISTRIBUTIONS OF EXCESS TAXES ON CAPTURED 
VALUE.] ( a) If the amount of tax paid on captured value exceeds the amount 
of tax increment, the county auditor shall distribute the excess to the 
municipality, county, and school district as follows: each governmental 
unit's share of the excess equals 

( 1) the total amount of the excess JOr the tax increment financing district, 
multiplied by 

(2) a fraction, the numerator of which is the current mill rate of the 
governmental unit less the governmental unit's mill rate for the year the 
original mill rate for the district was certified (in no case may this amount 
be less than zero) and the denominator of which is the sum of the numerators 
for the municipality, county, and school district. 

If the entire increase in the mill rate is attributable to a taxing district, 
other than the municipality, county, or school district, then the excess must 
be distributed to the municipality, county, and school district in proportion 
to their respective mill rates. 

(b) The amounts distributed shall be deducted in computing the levy 
limits of the taxing district for the succeeding taxable year. 

(c) In the case of distributions to a school district, the county auditor 
shall report amounts distributed to the commissioner of education in the 
same manner as provided for excess increments under section 469.176, 
subdivision 2, and the distribution shall be treated as an excess increment 
for purposes of section 124.214, subdivision 3. 

Sec. 24. Minnesota Statutes 1987 Supplement, section 469.177, is amended 
by adding a subdivision to read: 

Subd. IO. [PAYMENT TO SCHOOL FOR REFERENDUM LEVY.] The 
provisions of this subdivision apply to tax increment financing districts 
and projects for which certification was requested before May I, 1988, 
that are located in a school district in which the voters have approved new 
millage or an increase in millage after the tax increment financing district 
was certified (I) if there are no outstanding bonds on May I, 1988, to 
which increment from the district is pledged, or (2) if the referendum is 
approved after May I, 1988, and there are no bonds outstanding at the 
time the referendum is approved, that were issued before May I, 1988, or 
(3) if the referendum increasing the mill rate was approved after the most 
recent issue of bonds to which increment from the district is pledged. If 
clause (I) or (2) applies, the authority must annually pay to the school 
district an amount of increment equal to the increment that is attributable 
to the increase in the mill rate under the referendum. If clause (3) applies, 
upon approval by a majority vote of the governing body of the municipality 
and the school board, the authority must pay to the school district an 
amount of increment equal to the increment that is attributable to the 
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increase in the mill rate under the referendum. The amounts of these incre­
ments may be expended and must be treated by the school district in the 
same manner as provided for the revenues derived from the referendum 
levy approved by the voters. 

Sec. 25. Minnesota Statutes 1987 Supplement, section 469 .179, is amended 
to read: 

469 .179 [EXISTING PROJECTS.] 

Subdivision 1. [EXEMPTION.] The provisions of sections 469.174 to 
469 .178 shall not affect any project for which tax increment certification 
was requested pursuant to law prior to August I, I 979, or any project 
carried on by an authority pursuant to section 469.033, subdivision 5, with 
respect to which the governing body has by resolution designated properties 
for inclusion in the district prior to August 1, 1979, except: 

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

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

(3) that ""Y eHlargeffleHls ef the geographie area ef aH e"isliHg -
iHefeH!eRI t'ieaeeieg aistffi;~ sul,sequeHI te Attgust-1, .J.9'79, shall 8e a€00fft­

j>kshe<I Ht aeee,daHee with aed sltall Sltl,jeet the propeF!)' atkled as a result 
ef the eela,geH1eHI 1" the lefffls a8" esedilioes of seetioes 169 .171 t-e 
469.178 as provided in subdivision 2; or 

( 4) that 1,egiHHiHg with tares pa) able Ht .J.980, section 469. 177, subdi­
vision 3, clause (b ), shall apply to all development districts created pursuant 
to Minnesota Statutes 1978, chapter 472A, or any special law, prior to 
August I, 1979. 

Subd. 2. [ APPLICATION TO EXISTING DISTRICTS.] If the develop­
ment or redevelopment activity within the project or district of a tax incre­
ment financing project certified prior to August I, 1979, is extended beyond 
the scope of activity set forth in the district:~ redevelopment plan under 
Minnesota Statutes, chapter 462, or Minnesota Statutes, chapter 472A, if 
applicable, after May I, /988, the authority must with regard to the new 
activity conform to the provisions of sections 469.174 to 469./78 with the 
following exceptions. 

(a) Section 469.175, subdivision 3, paragraphs (l) and (5), shall not 
apply. Furthermore, the provisions of section 473F.02, subdivision 3, shall 
continue to apply to the entire district, if applicable. 

(b) Section 469./77, subdivision 3, shall not apply. 

Sec. 26. [CITY OF VIRGINIA TAX INCREMENT FINANCING DIS­
TRICT; PARCELS INCLUDED.] 

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

(/) Parcel No. 90-124-245 - Ely 79.2' of Lot I and all of Lot 2, Block 
3, Olcott Addition; 

(2) Parcel No. 90-125-247 - Lot 3, Block 3, Olcott Addition; and 

(3) Parcel No. 90-125-270 - Lot 4, Block 3, Olcott Addition. 
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Sec. 27. [ORIGINAL ASSESSED VALUE.] 

The original assessed value of the parcels of real property described in 
sections 24 to 26 is deemed for all purposes under Minnesota Statutes, 
sections 469.174 to 469.179 to be the original assessed value of those 
parcels as of June 12, 1984. 

Sec. 28. [CAPTURED ASSESSED VALUE.] 

The captured assessed value of the parcels of real property described 
in sections 24 to 26 is deemed/or all purposes under Minnesota Statutes, 
sections 469.174 to 469.179 to be the increased assessed value of those 
parcels computed in the manner prescribed by Minnesota Statutes, section 
469.177, and in accordance with sections 26 to 28. 

Sec. 29. [TRANSITION RULES.] 

(a) The provisions of sections 3, 6, 10, and 14 do not apply to proposed 
tax increment financing districts for which the authority called for a public 
hearing in a resolution dated March 23, 1987, and for which a public 
hearing was held on April 28, 1987. The provisions of Minnesota Statutes 
1987 Supplement, sections 469.174, subdivision 10, and 469.176, sub­
division 4, apply to such districts. 

(b) The provisions of sections 3, 6, 10, and 14 do not apply to candidate 
sites in the old highway 8 corridor tax increment project area, identified 
in the old highway 8 corridor plan as approved by an authority on October 
14, 1986, if the requests for certification of the districts are filed with the 
county before January 1, 1998. The provisions of Minnesota Statutes 1987 
Supplement, sections 469.174, subdivision 10, and 469.176, subdivision 
4, apply to such districts. 

(c) The provisions of section 14, subdivision 4c, do not apply to an 
economic development district located in a development district approved 
on November 9, 1987, provided the request for certification of the tax 
increment district is submitted to the county by September 30, 1988. 

Sec. 30. [EFFECTIVE DATES.] 

Sections 2, 5, 6, 7, 14, 16, subdivision 4e, 17, and the provisions of 
section 15 relating to the duration of hazardous substance sites and sub­
districts are effective for hazardous substance sites and subdistricts des­
ignated and created after the day following final enactment. Except as 
otherwise specifically provided, sections 1, 3, 4, 8 to 12, 16, and 20 to 
23, and the provisions of section 15 applying to soils condition districts 
are effective for districts and amendments adding geographic area to an 
existing district for which the request for certification was filed with the 
county auditor after May 1, 1988. Sections 13, 15, 16, subdivision 4g, 
18, 24, and 25, and the provisions of section 21 allowing a change in the 
fiscal disparities election are effective May 1, 1988, except as otherwise 
specifically provided. Section 16, subdivision 4c, is effective for districts 
for which the request for certification is filed with the county before May 
1, 1988, and to all increment collected after January 1, 1990. Sections 
26 to 28 are effective upon approval by the city council of the city of 
Virginia and compliance with Minnesota Statutes, section 645 .021. Section 
29 is effective the day following final enactment. 
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ARTICLE 13 

BUDGET RESERVE 

8665 

Section I. Minnesota Statutes 1987 Supplement, section 16A.15, sub­
division 6, is amended to read: 

Subd. 6. [BUDGET AND CASH FLOW RESERVE ACCOUNT.] A budget 
and cash flow reserve account is created in the general fund in the state 
treasury. The commissioner of finance shall, as authorized from time to 
time by law, restrict part or all of the budgetary balance in the general fund 
for use as the budget and cash flow reserve account. The commissioner of 
finance 9ft Jttly +, .J.98+;- shall transfer to the budget and cash flow reserve 
account $e amount H:eeesoary such amounts as are available to bring the 
total amount, including any existing balance in the account on June 30, 
-1-'18+ 1988, to $2§0,000,000 $265,000,000. The amounts restricted shall 
remain in the account until drawn down under subdivision 1 or increased 
under section 16A.1541. 

Sec. 2. Minnesota Statutes 1987 Supplement, section 16A.1541, is amended 
to read: 

16A.1541 [ADDITIONAL REVENUES; PRIORITY.] 

If on the basis of a forecast of general fund revenues and expenditures 
the commissioner of finance determines that there will be a positive unre­
stricted budgetary general fund balance at the close of the biennium, the 
commissioner of finance must allocate money ffl the follewieg ef6ef ef 
priority: 

fB the ORl0HAI eeeesseri· le fe<ittee the ~re~erty tti le,;y ,eeegeitiea 
pereent tHHief: seek-0ft 121.994, sttl:1tli¥isioR 4e, ~ ;14. pereent; 

~ !he reRlaieEler (if aae lrnlf le the grelller Miaaesete liffi&, 91H - le 
ei<eee<I $120,QOQ,OQO OA<i AA eae half to the budget and cash flow reserve 
account until the total amount in the account equals $550,000,000. 

The amounts necessary to meet the requirements of elaHSeS fB OA<i ~ 
this section are appropriated from the general fund. 

Sec. 3. [TRANSFER RETURNED.] 

The Greater Minnesota Corporation shall return to the state treasury 
$80,500,000 of the money transferred to it under Minnesota Statutes 1987 
Supplement, section 16A.1541. The return must be made to the commis­
sioner of finance, who shall credit the receipt to the general fund. The 
return must be made as soon as is practical, while minimizing any invest­
ment losses that might result from early redemption. 

Sec. 4. [APPROPRIATION REDUCTION.] 

The appropriation from the genera/fund under Minnesota Statutes 1987 
Supplement, section 16A. 1541 to reduce the property tax recognition per­
cent is reduced to zero. 

Sec. 5. [EFFECTIVE DATE.] 

Sections 1 to 4 are effective the day following final enactment. 
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ARTICLE 14 

SPECIAL SERVICE DISTRICT PROCEDURES 

Section I. [428A.0l] [SPECIAL SERVICE DISTRICT PROCEDURES; 
DEFINITIONS.] 

Subdivision 1. [APPLICABILITY)As used in sections 1 to 10, the terms 
defined in this section have the meanings given them. 

Subd. 2. [CITY] "City" means the city in which the special service 
district is authorized to be established under a special law. 

Subd. 3. [SPECIAL SERVICES.] "Special services' has the meaning 
given in the city's enabling legislation. 

Special services do not include a service that is ordinarily provided 
throughout the city from general Jund revenues of the city unless an increased 
level of the service is provided in the special service district. 

Subd. 4. [SPECIAL SERVICE DISTRICT.] "Special service district" 
means a defined area within the city where special services are rendered 
and the costs of the special services are paid from revenues collected from 
service charges imposed within that area. 

Subd. 5. [ASSESSED VALUE.) ''Assessed value" means the assessed 
value most recently certified by the county auditor before the effective date 
of the ordinance or resolution adopted under section 2 or 3. 

Subd. 6. [LAND AREA.] "Land area" means the land area in the district 
that is subject to property taxes. 

Sec. 2. [428A.02] [ESTABLISHMENT OF SPECIAL SERVICE 
DISTRICT.] 

Subdivision 1. [ORDINANCE.] The governing body of the city may 
adopt an ordinance establishing a special service district. Only property 
that is classified under section 27 3. 13 and used for commercial, industrial, 
or public utility purposes, or is vacant land zoned or designated on a land 
use plan for commercial or industrial use and located in the special service 
district, may be subject to the charges imposed by the city on the special 
service district. Other types of property may be included within the bound­
aries of the special service district but are not subject to the levies or 
charges imposed by the city on the special service district. If 50 percent 
or more of the market value of a parcel of property is classified under 
section 273.13 as commercial, industrial, or vacant land zoned or des­
ignated on a land use plan for commercial or industrial use, or public 
utility for the current assessment year, then the entire market value of the 
property is subject to a service charge based on assessed value for purposes 
of sections 1 to 10. The ordinance shall describe with particularity the 
area within the city to be included in the district and the special services 
to be furnished in the district. The ordinance may not be adopted until 
after a public hearing has been held on the question. Notice of the hearing 
shall include the time and place of hearing, a map showing the boundaries 
of the proposed district, and a statement that all persons owning property 
in the proposed district that would be subject to a service charge will be 
given opportunity to be heard at the hearing. 

Subd. 2. [NOTICE.] Notice of the hearing must be given by publication 
in at least two issues of the official newspaper of the city. The two pub­
lications must be two weeks apart and the hearing must be held at least 
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three days after the last publication. Not less than ten days before the 
hearing, notice must also be mailed to the owner of each parcel within the 
area proposed to be included in the district. For the purpose of giving 
mailed notice, owners are those shown on the records of the county auditor. 
Other records may be used to supply the necessary information. For prop­
erties that are tax exempt or subject to taxation on a gross earnings basis 
in lieu of property tax and are not listed on the records of the county 
auditor, the owners must be ascertained by any practicable means and 
mailed notice given them. At the public hearing a person affected by the 
proposed district may testify on any issues relevant to the proposed district. 
The hearing may be adjourned from time to time and the ordinance estab­
lishing the district may be adopted at any time within six months after the 
date of the conclusion of the hearing by a vote of the majority of the 
governing body of the city. 

Subd. 3. [CHARGES; RELATIONSHIP TO SERVICES.] The city may 
impose service charges under sections 1 to 10 that are reasonably related 
to the special services provided. Charges for service shal.l be as nearly as 
possible proportionate to the cost of furnishing the service, and may be 
fixed on the basis of the service directly rendered, or by reference to a 
reasonable classification of the types of premises to which service is fur­
nished, or on any other equitable basis. 

Subd. 4. [BENEFIT; OBJECTION. J Before the ordinance is adopted or 
at the hearing at which it is to be adopted, any affected landowner may 
file a written objection with the city clerk asserting that the landowner's 
property should not be included in the district or should not be subjected 
to a service charge and objecting to: 

( 1) the inclusion of the landowner's property in the district.for the reason 
that the property would not receive services that are not provided through­
out the city to the same degree; 

(2) the levy of a service charge on the landowner's property, for the 
reason that the property is exempted under this article or the special law 
under which the district was created; or 

(3) the fact that neither the landowner's property nor its use is benefited 
by the proposed special service. 

The governing body shall make a determination on the objection within 
30 days of its filing. Pending its determination, the governing body may 
delay adoption of the ordinance or it may adopt the ordinance with a 
reservation that the landowner's property may be excluded from the district 
or district service charges when the determination_ is made. 

Subd. 5. [APPEAL TO DISTRICT COURT.] Within 30 days after the 
determination of the objection, any person aggrieved, who is not precluded 
by failure to object before or at the hearing, or whose failure to object is 
due to a reasonable cause, may appeal to the district court by serving a 
notice upon the mayor or city clerk. The notice shall be filed with the 
court administrator of the district court within ten days after its service. 
The city clerk shall furnish the appellant a certified copy of the findings 
and determination of the governing body. The court may affirm the action 
objected to or. if the appellant's objections have merit, modify or cancel 
it. If the appellant does not prevail upon the appeal, the costs incurred 
shall be taxed to the appellant by the court and judgment entered for them. 
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All objections shall be deemed waived unless presented on appeal. 

Sec. 3. [428A.03] [SERVICE CHARGE AUTHORITY; NOTICE AND 
HEARING REQUIREMENTS.] 

Subdivision 1. [HEARING.] Service charges may be imposed by the city 
within the special service district at a rate or amount sufficient to produce 
the revenues required to provide special services in the district. To deter­
mine the appropriate rate for a service charge based on assessed value, 
taxable property or value must be determined without regard to captured 
or original assessed value under section 469.177 or to the distribution or 
contribution value under section 473F.08. Service charges may not be 
imposed to finance a special service if the service is ordinarily provided 
by the city from its general fund revenues unless the service is provided 
in the district at an increased level. In that case, a service charge may be 
imposed only in the amount needed to pay for the increased level of service. 
A service charge may not be imposed on the receipts from the sale of 
intoxicating liquor. food, or lodging. Before the imposition of service charges 
in a district, for each calendar year, a hearing must be held under section 
2 and notice must be given and must be mailed to any individual or business 
organization subject to a service charge. For purposes of this section, the 
notice shall also include: 

( 1) a statement that all interested persons will be given an opportunity 
to be heard at the hearing regarding a proposed service charge; 

(2) the estimated cost of improvements to be paid for in whole or in part 
by service charges imposed under this section, the estimated cost of oper­
ating and maintaining the improvements during the first year and upon 
completion of the improvements, the proposed method and source of financ­
ing the improvements, and the annual cost of operating and maintaining 
the improvements; 

( 3) the proposed rate or amount of the proposed service charge to be 
imposed in the district during the calendar year and the nature and char­
acter of special services to be rendered in the district during the calendar 
year in which the service charge is to be collected; and 

(4) a statement that the petition requirements of section 8 have either 
been met or do not apply to the proposed service charge. 

Within six months of the public hearing, the city may adopt a resolution 
imposing a service charge within the district not exceeding the amount or 
rate expressed in the notice issued under this section. 

Subd. 2. [EXEMPTION OF CERTAIN PROPERTIES FROM TAXES 
AND SERVICE CHARGES.] Property exempt from taxation by section 
272 .02 is exempt from any service charges based on assessed value imposed 
under sect ions 1 to 10. 

Subd. 3. [LEVY LIMIT.] Service charges imposed under sections 1 to 
JO are not included in the calculation of levies or limits on levies imposed 
under law or charter. 

Sec. 4. [428A.04] [ENLARGEMENT OF SPECIAL SERVICE 
DISTRICTS. l 

Boundaries of a special service district may be enlarged only after 
hearing and notice as provided in sections 2 and 3. Notice must be served 
in the original district and in the area proposed to be added to the district. 
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Property added to the district is subject to all service charges imposed 
within the district after the property becomes a part of the district if it is 
property of the type that is subject to service charges in the district. On 
the question of enlargement, the petition requirement in section 8 and the 
veto power in section 9 apply only to owners, individuals, and business 
organizations in the area proposed to be added to the district. 

Sec. 5. [428A.05] [COLLECTION OF SERVICE CHARGES.] 

Service charges may be imposed on the basis of the assessed value of 
the property on which the service charge is imposed but must be spread 
only upon the assessed value of the taxable property located in the geo­
graphic area described in the ordinance. Service charges based on assessed 
value may be payable and collected at the same time and in the same 
manner as provided for payment and collection of ad valorem taxes. Other 
service charges imposed must be collected as provided by ordinance. Ser­
vice charges based on assessed value collected under sections I to 10 are 
not included in computations under section 469.177, chapter 473F, or any 
other law that applies to general ad valorem levies. 

Sec. 6. [428A.06) [BONDS.] 

At any time after a contract for the construction of all or part of an 
improvement authorized under sections I to IO has been entered into or 
the work has been ordered done by day labor, the governing body of the 
city may issue obligations in the amount it deems necessary to defray in 
whole or in part the expense incurred and estimated to be incurred in 
making the improvement, including every item of cost from inception to 
completion and all fees and expenses incurred in connection with the 
improvement or the financing. The obligations are payable primarily out 
of the proceeds of the service charge based on assessed value imposed 
under section 3, or from any other special assessments or nontax revenues 
available to be pledged for their payment under charter or statutory author­
ity, or from two or more of those sources. The governing body may, by 
resolution adopted prior to the sale of obligations, pledge the full faith, 
credit, and taxing power of the city to assure payment of the principal and 
interest if the proceeds of the service charge in the district are insufficient 
to pay the principal and interest. The obligations must be issued in accor­
dance with chapter 475, except that an election is not required, and the 
amount of the obligations need not be included in determining the net debt 
of the city under the provisions of any law or charter limiting debt. 

Sec. 7. [428A.07] [ADVISORY BOARD.] 

The governing body of the city may create and appoint an advisory 
board for each special service district in the city to advise the governing 
body in connection with the construction, maintenance, and operation of 
improvements, and the furnishing of special services in a district. The 
advisory board shall make recommendations to the governing body on the 
requests and complaints of owners, occupants, and users of property within 
the district and members of the public. Before the adoption of any proposal 
by the governing body to provide services or impose service charges within 
the district, the advisory board of the district shall have an opportunity 
to review and comment upon the proposal. 

Sec. 8. [428A.08) [PETITION REQUIRED.] 

No action may be taken under section 2 unless owners of 25 percent or 
more of the land area of property that would be subject to service charges 
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in the proposed special service district and owners of 25 percent or more 
of the assessed value pf property that would be subject to service charges 
in the proposed special service district file a petition requesting a public 
hearing on the proposed action with the city clerk. No action may be taken 
under section 3 to impose a service charge based on assessed value unless 
owners of 25 percent or more of the land area subject to a proposed service 
charge and owners of 25 percent or more of the assessed value subject to 
a proposed service charge file a petition requesting a public hearing on 
the proposed action with the city clerk. No action may be taken under 
section 3 to impose any other type of service charge unless 25 percent or 
more of the individual or business organizations subject to the proposed 
service charge file a petition requesting a public hearing on the proposed 
action with the city clerk. If the boundaries of a proposed district are 
changed or the land area or assessed value subject to a service charge or 
the individuals or business organizations subject to a service charge are 
changed after the public hearing, a petition meeting the requirements of 
this section must be filed with the city clerk before the ordinance estab­
lishing the district or resolution imposing the service charge may become 
effective. 

Sec. 9. [428A.09] [VETO POWER OF OWNERS.] 

Subdivision I. [NOTICE OF RIGHT TO FILE OBJECTIONS.] Except 
as provided in section JO, the effective date of any ordinance or resolution 
adopted under sections 2 and 3 must be at least 45 days after it is adopted. 
Within five days after adoption of the ordinance or resolution, a summary 
of the ordinance or resolution must be mailed to the owner of each parcel 
included in the special service district and any individual or business 
organization subject to a service charge in the same manner that notice 
is mailed under section 2. The mailing must include a notice that owners 
subject to a service charge based on assessed value and individuals and 
business organizations subject to a service charge imposed on another 
basis have a right to veto the ordinance or resolution by filing the required 
number of objections with the city clerk before the effective date of the 
ordinance or resolution and that a copy of the ordinance or resolution is 
on file with the city clerk for public inspection. 

Subd. 2. [REQUIREMENTS FOR VETO.] If owners of 35 percent or 
more of the land area in the district subject to the service charge based 
on assessed value or owners of 35 percent or more of the assessed value 
in the district subject to the service charge based on assessed value file 
an objection to the ordinance adopted by the city under section 2 with the 
city clerk before the effective date of the ordinance, the ordinance does 
not become effective. If owners of 35 percent or more of the land area 
subject to the service charge based on assessed value or owners of 35 
percent or more of the assessed value subject to the service charge based 
on assessed value file an objection to the resolution adopted imposing a 
service charge based on assessed value under section 3 with the city clerk 
before the effective date of the resolution, the resolution does not become 
effective. If 35 percent or more of individuals and business organizations 
subject to a service charge file an objection to the resolution adopted 
imposing a service charge on a basis other than assessed value under 
section 3 with the city clerk before the effective date of the resolution, the 
resolution does not become effective. ln the event of a veto, no district 
shall be established during the current calendar year and until a petition 
meeting the qualifications set forth in this subdivision for a veto has been 
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filed. 

Sec. IO. [428A. 10] [EXCLUSION FROM PETITION REQUIREMENTS 
AND VETO POWER.] 

The petition requirements of section 8 and the right of owners and those 
subject to a service charge to veto a resolution _in section 9 do not apply 
to second or subsequent years' applications of a service charge that is 
authorized to be in effect for more than one year under a resolution that 
has met the petition requirements of section 8 and which has not been 
vetoed under section 9 for the first year's application. A resolution imposing 
a service charge for more than one year must not be adopted unless the 
notice of public hearing required by section 3 and the notice mailed with 
the adopted resolution under section 9 include the following information: 

(I) in the case of improvements, the maximum service charge to be 
imposed in any year and the maximum number of years the service charges 
imposed to pay for the improvement; and 

(2) in the case of operating and maintenance services, the maximum 
service charge to be imposed in any year and the maximum number of 
years, or a statement that the service charge will be imposed for an indef­
inite number of years, the service charges will be imposed to pay for 
operation and maintenance services. 

The resolution may provide that the maximum service charge to be 
imposed in any year will increase or decrease from the maximum amount 
authorized in the preceding year based on an indicator of increased cost 
or a percentage amount established by the resolution. 

ARTICLE 15 

ROBBINSDALE SPECIAL SERVICE DISTRICT 

Section I. [CITY OF ROBBINSDALE SPECIAL SERVICE DISTRICT; 
DEFINITIONS.] 

Subdivision I. [APPLICABILITY.] For purposes of sections I and 2, 
the terms defined in this section have the meanings given them. 

Subd. 2. [CITY.] "City" means the city of Robbinsdale. 

Subd. 3. [SPECIAL SERVICES.] "Special services" means all services 
rendered or contracted for by the city, including, but not limited to: 

(I) the repair, maintenance, operation, and construction of any improve­
ments authorized by section 429.021; 

/2) parking services rendered or contracted for by the city; and 

( 3) any other service provided to the public by the city that is authorized 
by law or charter. 

Sec. 2. [ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.] 

Subdivision I. [ORDINANCE.] The governing body of the city may 
adopt an ordinance establishing a special service district. The provisions 
of article 14 govern the establishment and operation of special service 
districts in the city. 

Sec. 3. [LOCAL APPROVAL.] 

This article takes effect the day after the governing body of the city of 



8672 JOURNAL OF THE SENATE [93RDDAY 

Robbinsdale complies with Minnesota Statutes, section 645.021, subdi­
vision 3. 

ARTICLE 16 

MINNEAPOLIS NEIGHBORHOODS SPECIAL SERVICE DISTRICTS 

Section I. [DEFINITIONS.] 

Subdivision I. [TERMS DEFINED.] For the purposes of sections 1 to 
6, the terms defined in this section have the meanings given them. 

Subd. 2. [CITY] "City" means the city of Minneapolis. 

Subd. 3. [SPECIAL SERVICES.] "Special services" means the following 
services rendered or contracted for by the city: 

(1) snow and ice removal; 

(2) sweeping and cleaning sidewalks, curbs, gutters, streets, and alleys; 

(3) litter, poster, and handbill removal; 

(4) construction, repair, operation, and maintenance of sidewalks, curbs, 
gutters, bus shelters, lighting, benches, chairs, tables, telephone booths, 
traffic signs, fire hydrants, newsstands, kiosks, trash receptacles, utility 
connections, marquees, awnings, canopies, display cases, information booths, 
and banners; 

(5 I landscaping, planting, repair, maintenance, and care of trees, shrubs, 
bushes, flowers, grass, and other decorative materials; 

(6) security personnel, equipment, and systems; 

(7) approval and supervision of special activities; 

(8) insurance; and 

(9) administration, coordination, studies, and preparation of designs. 

Special service district funds may be used to pay operating costs of a 
neighborhood business association composed of a majority of owners or 
operators of businesses located within the district. 

Sec. 2. [ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.] 

Subdivision I. [ORDINANCE.] The governing body of the city may 
adopt an ordinance establishing a special service district in any area zoned 
for commercial, business, or industrial use outside of the area bounded by 
the centerlines of the main channel of the Mississippi river, 10th Avenue 
South, Washington Avenue South, Chicago Avenue South, South 3rd Street, 
11th Avenue South, South 6th Street, 5th Avenue South, South 12th Street, 
4th Avenue South, East I 6th Street, 1st Avenue South, Grant Street, Willow 
Street extended, Harmon Place, interstate Highway 94, Highway 12, North 
12th Street, and 3rd Avenue North; and, south of 28th Street, west of 
Fremont Avenue South, north of 31st Street, and east of Humboldt Avenue 
South; and outside any other existing special service district. The provi­
sions of article 14 govern the establishment and operation of special service 
districts in the city under sections 1 to 6, except to the extent specified 
otherwise in sections 1 to 6. 

Subd. 2. [USE OF CITY EMPLOYEES.] If the city determines that any 
of the special services to be provided are under the jurisdiction of a city 
public employee bargaining unit, the city shall negotiate with that unit to 
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determine whether that service shall be provided by the city or contracted 
for with another service provider. 

Sec. 3. [SERVICE CHARGE ABATEMENT.) 

An individual or business organization subject to a service charge imposed 
under sections 1 to 6 may apply to the city for a service charge abatement 
for that calendar year on the basis of economic hardship. The city may 
grant the abatement of the service charge for the calendar year if the city 
determines that an economic hardship exists. 

Sec. 4. [BONDS.] 

The provisions of article 14, section 6, govern the issuance of bonds 
for the special service district, except that the obligations shall be payable 
primarily out of the proceeds of the service charge imposed under article 
14, section 3. The governing body may, by resolution adopted before the 
sale of obligations, pledge the full faith, credit, and taxing power of the 
city to assure payment of the principal and interest if the proceeds of the 
service charge based on assessed value in the special service district are 
insufficient to pay the principal and interest. 

Sec. 5. [EXPIRATION. I 
A special service district established under this article shall expire four 

years after the date of its establishment unless renewed by following the 
procedure for establishing a district provided by article 14, section 2. After 
the expiration or termination of a district, service charges may continue 
to be imposed in the district to pay the costs of an improvement specified 
in section 1, subdivision 3, clause (4). 

Sec. 6. [ADVISORY BOARD.] 

Notwithstanding article 14, section 7, the city council must create and 
appoint an advisory board for the special service district to operate as 
provided in that section. All members of the advisory board must be prop­
erty owners, tenants, or residents of the district. 

Sec. 7. [LOCAL APPROVAL.] 

This article takes effect the day after the governing body of the city of 
Minneapolis complies with Minnesota Statutes, section 645 .021, subdi­
vision 3. 

ARTICLE 17 

MINNEAPOLIS DOWNTOWN SPECIAL SERVICE DISTRICTS 

Section I. [DEFINITIONS. I 
Subdivision I. [TERMS DEFINED.) For purposes of sections 1 to 7, 

the terms defined in this section have the meanings given them. 

Subd. 2. [CITY.) "City" means the city of Minneapolis. 

Subd. 3. [PEDESTRIAN MALL.] "Pedestrian mall" means an improve­
ment designed and used primarily for the movement, safety, convenience, 
ilnd enjoyment of pedestrians, whether or not a part of a street is set apart 
for a roadway for. emergency vehicles, transit vehicles, or private vehicles 
at some or all times. A pedestrian mall includes related sidewalks, moving 
sidewalks, curbs, gutters, streets, parks, playgrounds, plazas, recreational 
facilities, performance areas, bus shelters, transit facilities and vehicles, 
sound and video systems, overhead and underground radiant heating devices, 
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lighting, benches, chairs, tables, sculpture, telephone booths, traffic signs, 
fire hydrants, newsstands, kiosks, trash receptacles, utility connections, 
marquees, awnings, canopies, walls, bollards, chains, paintings, murals, 
alleys, display cases, fountains, sprinkler systems, restrooms, information 
booths, aquariums, aviaries, pedestrian tunnels, banners, pedestrian bridges, 
pedestrian ramps, pedestrian overpasses, pedestrian underpasses, drain­
age, sewers, and water mains. A pedestrian mall does not include a plaza 
adjacent to a convention center. 

Subd. 4. [SPECIAL SERVICES.] "Special services" means the following 
services rendered or contracted for by the city: 

(a) snow and ice removal; 

( b) sweeping and cleaning of sidewalks, curbs, gutters, streets, and 
alleys; 

(c) litter, poster, and handbill removal; 

( d) construction, repair, operation, and maintenance of pedestrian malls; 

( e) repair and maintenance of capital improvements constructed with 
funds other than special service district proceeds; 

If) landscaping, planting, repair, maintenance, and care of trees, shrubs, 
bushes. flowers, grass, and other decorative materials; 

(g) security personnel, equipment, and systems and coordination of pri­
vate security, including lighting; 

(h) operation of public transit; 

(i) information and signs relating to parking and vehicle and pedestrian 
movement at street and skyway levels; 

(j) approval, supervision, and coordination of special activities; and 

(k) administration, coordination, studies, and preparation of designs. 

Sec. 2. [ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.] 

Subdivision 1. [ORDINANCE.] The governing body of the city may 
adopt an ordinance establishing special service districts in that part of 
the city bounded by the centerlines of the main channel of the Mississippi 
river; 10th Avenue South, Washington Avenue South, Chicago Avenue South, 
South 3rd Street, 11th Avenue South, South 6th Street, 5th Avenue South, 
South 12th Street, 4th Avenue South, East 16th Street, ]st Avenue South, 
Grant Street, Willow Street extended, Harmon Place, Interstate Highway 
94, Highway 12, North 12th Street and 3rd Avenue North. Only property 
that is used for commercial, business, or industrial purposes or classified 
as public utility or vacant land and located in the special service district 
may be subject to the charges imposed by the city on the special service 
district. Property used for residential purposes, including condominiums, 
apartments, and cooperatives, or used by a church or a charitable orga­
nization organized under Minnesota Statutes, sections 315 .44 and 315 .49, 
or owned or leased in its entirety by a charitable organization described 
in section 50l(c)(3) of the Internal Revenue Code, as amended through 
December 31, 1987, shall not be subject to any service charges under 
sections I to 6. Property owned by a unit of government and used to raise 
revenue, except public hospitals, libraries, and Orchestra Hall, shall be 
subject to service charges other than service charges based on assessed 
value. In addition, property that is exempt from taxation under Minnesota 
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Statutes, section 272 .02, is exempt from service charges based on assessf!d 
value imposed under sections 1 to 6, but is subject to other types of service 
charges under sections 1 to 6 unless otherwise exempted under this sub­
division. The owner of any property that is exempted from any or all service 
charges under this subdivision may notify the governing body of its intent 
to receive the benefits provided to property within the special service 
district, and thereby elect to be subject to the service charges imposed for 
those services. Property may be served within the boundaries of the special 
service district whether or not the property is subject to the charges imposed 
by the city on the special service district. The ordinance must specifically 
describe the area within the city to be included in the district and the 
special services to be furnished in the district. The ordinance must state 
the reasons for establishment of a district. The ordinance may not be 
adopted until after a public hearing has been held on the question. The 
provisions of article 14 govern the establishment and operation of special 
service districts in the city under sections I to 7, except to the extent 
specified otherwise under sections I to 7. 

Subd. 2. [CONTRACTORS.] Notwithstanding any other provision of law 
or charter to the contrary, the city may provide or contract for services 
in the district. All hiring by contractors must be done in.accordance with 
the Federal Civil Rights Act of 1964, United States Code, title 21, sections 
2000e to 2000e-17; Minnesota Statutes, section 363.03; and the Minne­
apolis Code of Ordinances, chapters 139 and 141. 

Subd. 3. [CITY EMPLOYEES.) Job activities for special services that 
are under the jurisdiction of any city public employee bargaining unit must 
be performed by a member of the bargaining unit. 

Subd. 4. [LEVEL OF SERVICE.) The governing body of the city shall 
not transfer the financial burden of citywide services to the district nor 
discriminate against the district in reductions and increases in citywide 
services because of the existence of the district. Prior to establishment of 
a district, the city and the downtown management board, provided in 
section 6, shall meet to review the level of services in the downtown area 
in order to assure that downtown is equitably served through the city's 
normal operating budget. They shall meet each succeeding year prior to 
the adoption of a budget for the district and prior to imposition of a service 
charge in the district under article 14, section 3. 

Sec. 3. [LIMITATIONS. J 

Subdivision 1. [SERVICES EXPENDITURES CAP.] Service charges 
imposed in the special service district in any year for special services 
specified in section 1, subdivision 4, with the exception of construction 
under paragraph (d), must not exceed an amount equal to the funds raised 
by a levy of three mills on current assessed value of property subject to a 
service charge in the district under property tax classifications in effect 
on July 1, 1987. 

Subd. 2. [CAPITAL EXPENDITURES CAP.] Service charges imposed 
in any year in a special service district established under sections 1 to 6 
for construction of an improvement specified in section I, subdivision 4, 
paragraph (d), must not exceed 50 percent of the total costs of the improve­
ment, including interest, payable in that year; no more than 50 percent of 
the total costs of the improvement may be specially assessed under Min­
nesota Statutes, chapter 429 or 430. 
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Sec. 4. [VETO POWERS.] 

Subdivision 1. [GENERALLY.] In addition to the provisions of article 
14, section 9, relating to veto of the establishment of a district, the pro­
visions of this section apply to special service districts established under 
sections 1 to 6. 

Subd. 2. [VETO OF PEDESTRIAN MALLS.] The effective date of any 
imposition of service charge for construction of an improvement specified 
in section/, subdivision 4, paragraph (d), under article 14, section 3, 
must be at least 45 days after it is adopted. Within five days after adoption, 
a summary of the city council action must be mailed to the owner of each 
parcel included in the special service district and any individual or business 
organization subject to a service charge in the same manner that notice 
is mailed under article 14. section 2. The mailing must include a notice 
that owners subject to a service charge based on assessed value and indi­
viduals and business organizations subject to a service charge have a right 
to veto the action by filing the required number of objections with the city 
clerk before the effective date of the imposition and that a copy of the 
action is on file with the city clerk/or public inspection. If owners of at 
least 35 percent of the land area subject to a service charge based on 
assessed value or owners of at least 35 percent of the assessed value subject 
to the service charge based on assessed value file an objection to the 
service charge with the city clerk before the effective date, the service 
charge based on assessed value does not become effective. If individuals 
and business organizations subject to at least 35 percent of a service charge 
imposed on a basis other than assessed value file an objection to imposition 
of the service charge with the city clerk before the effective date, the service 
charge does not become effective. In the event of a veto, no service charge 
may be imposed in the district for construction of a pedestrian mall during 
the current calendar year and until a petition meeting the qualifications 
set forth in this subdivision for a veto has been filed. Service charges may 
continue to be levied and imposed in the district, regardless of a veto under 
this subdivision, to pay the costs of construction of an improvement spec­
ified in section 1, subdivision 4, paragraph (d/, for which debt has been 
incurred and a service charge imposed during a prior year. 

Subd. 3. [VETO OF SERVICES.] Each year after the fourth year after 
establishment of a district, the veto provisions of this subdivision apply, 
except that a veto is not effective until the year following the year of the 
veto. Four years after establishment of a district, the effective date of any 
imposition of service charge under article 14, section 3, for services 
specified in section J. subdivision 4, with the exception of construction 
under paragraph (d/, must be at least 45 days after it is adopted. Within 
five days after adoption, a summary of the city council action must be 
mailed to the owner of each parcel included in the special service district 
and any individual or business organization subject to a service charge, 
in the same manner that notice is mailed under article 14, section 2. The 
mailing must include a notice that owners subject to a service charge based 
on assessed value and individuals and business organizations subject to a 
service charge have a right to veto the action by filing the required number 
of objections with the city clerk before the effective date of the imposition, 
and that a copy of the action is on file with the city clerk for public 
inspection. If owners of at least 35 percent of the land area subject to a 
service charge based on assessed value or the owners of at least 35 percent 
of the assessed value subject to the service charge based on assessed value 
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file an objection to the service charge for services under sect ion 3 with 
the city clerk before the effective date, the service charge based on assessed 
value does not become effective. If individuals and business organizations 
subject to at least 35 percent of a service charge imposed on a basis other 
than assessed value file an objection to imposition of the service charge 
under section 3 with the city clerk before the effective date, the service 
charge does not become effective. In the event of a veto, no service charge 
may be imposed in the district for services during the current calendar 
year and until a petition meeting the qualifications set forth in this sub­
division for a veto has been filed, and no service charge may be collected 
during a year for which a service charge has been vetoed. Service charges 
may continue to be imposed in the district, regardless of a veto under this 
subdivision, to pay the costs of services specified in section 1, subdivision 
4, with the exception of construction under clause (d), for which debt has 
been incurred prior to the filing of a veto. 

Sec. 5. [DEBT OBLIGATIONS.] 

Subdivision I. [GENERALLY.) The provisions of this section apply to 
service districts created under sections 1 to 6 in lieu of the provisions of 
article /4, section 6. 

Subd. 2. [CERTIFICATES OF INDEBTEDNESS.] Certificates of indebt­
edness may be issued for purposes of any work or service authorized under 
sections I to 6. The certificates shall be payable in not more than five 
years and shall be issued on the terms and in the manner determined by 
the issuer. The obligations are payable out of the proceeds of the tax or 
charge levied under article /4, section 3, in the same manner as bonds. 

Subd. 3. [BONDS.] Obligations may be issued in the amount deemed 
necessary to defray in whole or in part the expense incurred and estimated 
to be incurred in making a pedestrian mall improvement authorized under 
sections 1 to 6, including every item of cost from inception to completion 
and all fees and expenses incurred in connection with the improvement or 
the financing. The obligations are payable primarily out of the proceeds 
of the charge levied under article I 4, section 3, or from any other special 
assessments or nontax revenues available to be pledged for their payment 
under charter or statutory authority, or from two or more of those sources. 
The full faith, credit, and taxing power of the city may, by resolution 
adopted prior to the sale of obligations, be pledged to assure payment of 
the principal and interest if the proceeds of the service charge in the district 
and other pledged special assessments or revenues are insufficient to pay 
the principal and interest. 

Subd. 4. [PROCEDURES.] Debt obligations must be issued in accor­
dance with Minnesota Statutes, chapter 475, and the city charter. except 
that an election is not required under any circumstances, and the amount 
of the obligations need not be included in determining the net debt of the 
city. 

Sec. 6. [DOWNTOWN MANAGEMENT BOARD.) 

In lieu of the advisory board authorized under article 14, section 7, the 
city council shall create and provide for appointment of a downtown man­
agement board for the special service district to advise the governing body 
in connection with the furnishing of special services in a district. The 
downtown management board shall make recommendations to the govern­
ing body on the requests and complaints of owners, occupants, and users 
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of property within the district and members of the public. Before the adop­
tion of any proposal by the governing body to provide services or impose 
service charges within the district, the downtown management board of 
the district shall review and comment upon the proposal. The board may 
incorporate as a nonprofit corporation under Minnesota Statutes, chapter 
317. The board shall have the power to enter into contracts. A majority 
of members of the board must be property owners or tenants in the district 
and subject to a service charge. At least one member must be an owner 
of commercial property. 

Sec. 7. [CITY OPTION.] 

The city may elect to exercise the powers provided by sections 1 to 6 
or. the powers provided by general or special law relating to the same 
subject. 

Sec. 8. [EFFECTIVE DATE.] 

Sections 1 to 7 are effective the day after compliance with Minnesota 
Statutes, section 645 .02 I, subdivision 3, by the governing body of the city 
of Minneapolis. 

ARTICLE 18 

WHITE BEAR LAKE SPECIAL SERVICE DISTRICTS 

Section I. [DEFINITIONS.] 

Subdivision 1. For the purposes of sections 1 and 2, the terms defined 
in this section have the meanings given them. 

Subd. 2. "City" means the city of White Bear Lake. 

Subd. 3. "Special services" mean: 

(I) the promotion and management of a special service district as a 
trade or shopping area; 

(2) parking services rendered or contracted for by the city; and 

( 3) the repair, maintenance, operation and replacement of improvements, 
within the boundaries of a special service district established under section 
2. 

Sec. 2. [ESTABLISHMENT OF SPECIAL SERVICE DISTRICT.] 

Subdivision 1. [ORDINANCE.] The governing body of the city may 
adopt ordinances establishing special service districts in the following 
areas: 

All that land zoned as "General Business (B-4)" or "Central Business 
(B-5)" within the following described area: Beginning at the northeast 
corner of the intersection of Minnesota State Highway 96£ and US. High­
way 61, thence easterly along the north right-of-way line of Minnesota 
State Highway 96£ and Stewart Avenue, thence southerly along the east 
right-of-way line of Stewart Avenue a distance of 3,600 feet to the northeast 
intersection of Stewart Avenue with Lake Avenue, thence southwesterly 
along Lake Avenue a distance of 3,400 feet to the northwest corner of the 
intersection of Lake Avenue with US. Highway 61, thence northerly a 
distance of 2,600 feet along the east right-of-way line of Bald Eagle Avenue 
to a point of intersection with the north right-of-way line of 5th Street, 
thence easterly along the north right-of-way line of 5th Street a distance 
of 1,280 feet to a point of intersection with the west right-of-way line of 
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Division Street, thence northerly along the west right-of-way line of Divi­
sion Street a distance of 2,700 feet to a point of intersection with the north 
right-of-way line of 12th Street, thence easterly 1,200 feet along a line 
extended on the north right-of-way line of 12th Street to the intersection 
with the west right-of-way line of U.S. Highway 61, thence southeasterly 
160 feet along the west right-of-way line of U.S. Highway 61 to the point 
of beginning. 

The provisions of article 14 govern the establishment and operation of 
special service districts in the city, except to the extent otherwise specified 
in sections 1 and 2. 

Sec. 3. [LOCAL APPROVAL.] 

This article is effective the day after the governing body of the city of 
White Bear Lake complies with Minnesota Statutes, section 645 .021, sub­
division 3. 

ARTICLE 19 

MISCELLANEOUS 

Section I. Minnesota Statutes 1987 Supplement, section 69.54, is amended 
to read: 

69.54 [SURCHARGE ON PREMIUMS TO RESTORE DEFICIENCY 
IN SPECIAL FUND.] 

The commissioner shall order and direct a surcharge to be collected of 
two percent of the fire, lightning, and sprinkler leakage gross premiums, 
less return premiums, on all direct business received by any licensed foreign 
or domestic fire insurance company on property in this city of the first 
class, or by its agents for it, in cash or otherwise. This surcharge shall be 
due and payable from these companies to the state treasurer on March -1-5 
31, May -1-531, and November -1-5 30 of each calendar year, and if not paid 
within 30 days after these dates, a penalty of ten percent shall accrue thereon 
and thereafter this sum and penalty shall draw interest at the rate of one 
percent per month until paid. 

Sec. 2. Minnesota Statutes 1986, section 183.41 I, subdivision I, is 
amended to read: 

Subdivision I. [DEFINITION.] For the purpose of this section "station­
ary show boiler" means a boiler that is used only for display and demon­
stration purposes. ln recognition of the historical significance of show 
boilers in maintaining a working reminder of Minnesota's agricultural and 
lumber industries, show boilers and engines are considered to be historical 
artifacts. 

Sec. 3. Minnesota Statutes 1986, section 183.411, subdivision 3, is 
amended to read: 

Subd. 3. [LICENSES.] A license to operate steam farm traction engines, 
portable and stationary show engines and portable and stationary show 
boilers shall be issued to an applicant who: 

(a) is 18 years of age or older; 

(b) has two licensed second class, grade A engineers or steam traction 
engineers, or any combination thereof, cosign the application; attesting to 
the applicant's competence in operating said devices; 
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(c) passes a written test for competence in operating said devices; ttft6 

(d) has at least 25 hours of actual operating experience on said devices; 
and 

(e) pays the required fee. 

A license shall be valid for the lifetime of the licensee. A one time fee 
set by the commissioner pursuant to section 16A.128, shall be charged for 
the license. 

Sec. 4. Minnesota Statutes 1986, section 183 .411, is amended by adding 
a subdivision to read: 

Subd. 5. [LICENSED OPERATOR; PRESENCE REQUIRED.] An oper­
ator licensed under this section must be present when a traction engine, 
portable or stationary show engine, or portable or stationary show boiler 
is in operation and a member of the public is present. 

Sec. 5. Minnesota Statutes 1986, section 183.466, is amended to read: 

183.466 [STANDARDS OF REPAIRS.] 

The Feeeffl:ffleREie8 rules for repair of boilers and pressure vessels for use 
in this state shall be those established by the national board of boiler and 
pressure vessel inspectors inspection code and the rules of the division of 
boiler inspection adopted by the department of labor and industry. 

Sec. 6. Minnesota Statutes 1986, section 183.51, subdivision 4, is amended 
to read: 

Subd. 4. [CHIEF ENGINEER, GRADE A.] A person seeking licensure 
as a chief engineer, Grade A, shall be at least 18 years of age and have 
ltttl>#s attd experience which :f<,stify the bettef verifies that the person is 
competent to take charge of and be responsible for the safe operation and 
maintenance of all classes of boilers, steam engines, et= and turbines and 
their appurtenances; and, before receiving a license, the applicant shall 
take and subscribe an oath attesting to at least five years actual experience 
in operating such boilers, including at least two years experience in aper­
at ing such engines or turbines. 

Sec. 7. Minnesota Statutes 1986, section 183.51, subdivision 7, is amended 
to read: 

Subd. 7. [FIRST-CLASS ENGINEER, GRADE A.] A person seeking 
licensure as a first-class engineer, Grade A, shall be at least 18 years of 
age and have ltttl>#s attd experience which :f<,stify the bettef verifies that 
the person is competent to take charge of and be responsible for the safe 
operation and maintenance of all classes of boilers, engines, 0f and turbines 
and their appurtenances of not more than 300 horsepower or to operate as 
a shift engineer in a plant of unlimited horsepower. Before receiving a 
license, the applicant shall take and subscribe an oath attesting to at least 
three years actual experience in operating such boilers, including at least 
two years experience in operating such engines, or turbines. 

Sec. 8. Minnesota Statutes 1986, section 183.51, subdivision 10, is 
amended to read: 

Subd. 10. [SECOND-CLASS ENGINEER, GRADE A.] A person seek­
ing licensure as a second-class engineer, Grade A, shall be at least I 8 years 
of age and have ltttl>#s attd experience which :f<,stify the bettef verifies that 
the person is competent to take charge of and be responsible for the safe 
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operation and maintenance of al1 classes of boilers, engines, et= and turbines 
and their appurtenances of not more than 100 horsepower or to operate as 
a shift engineer in a plant of not more than 300 horsepower, or to assist 
the shift engineer, under direct supervision, in a plant of unlimited horse­
power. Before receiving a license the applicant shall take and subscribe an 
oath attesting to at least one year of actual experience in operating such 
boilers, including at least one year of experience in operating such engines-, 
or turbines. 

Sec. 9. Minnesota Statutes 1987 Supplement, section 256B.43 l, sub­
division 2b, as amended by H.F No. 2126, if enacted. is amended to read: 

Subd. 2b. [OPERATING COSTS, AFTER JULY l, 1985.] (a) For rate 
years beginning on or after July 1, 1985, the commissioner shall establish 
procedures for determining per diem reimbursement for operating costs. 

(b) The commissioner shall contract with an econometric firm with 
recognized expertise in and access to national economic change indices 
that can be applied to the appropriate cost categories when determining 
the operating cost payment rate. 

(c) The commissioner shall analyze and evaluate each nursing home's 
cost report of allowable operating costs incurred by the nursing home during 
the reporting year immediately preceding the rate year for which the pay­
ment rate becomes effective. 

(d) The commissioner shall establish limits on actual allowable historical 
operating cost per diems based on cost reports of allowable operating costs 
for the reporting year that begins October I, 1983, taking into consideration 
relevant factors including resident needs, geographic location, size of the 
nursing home, and the costs that must be incurred for the care of residents 
in an efficiently and economically operated nursing home. In developing 
the geographic groups for purposes of reimbursement under this section, 
the commissioner shall ensure that nursing homes in any county contiguous 
to the Minneapolis-St. Paul seven-county metropolitan area are included 
in the same geographic group. The limits established by the commissioner 
shall not be less, in the aggregate, than the 60th percentile of total actual 
allowable historical operating cost per diems for each group of nursing 
homes established under subdivision l based on cost reports of allowable 
operating costs in the previous reporting year. For rate years beginning on 
or after July 1, 1987, or until the new base period is established, facilities 
located in geographic group I as described in Minnesota Rules, part 9549 .0052 
(Emergency), on January I, 1987, may choose to have the commissioner 
apply either the care related limits or the other operating cost limits cal­
culated for facilities located in geographic group II, or both, if either of 
the limits calculated for the group II facilities is higher. The efficiency 
incentive for geographic group I nursing homes must be calculated based 
on geographic group I limits. The phase-in must be established utilizing 
the chosen limits. For purposes of these exceptions to the geographic group­
ing requirements, the definitions in Minnesota Rules, parts 9549 .0050 to 
9549.0059 (Emergency), and 9549.0010 to 9549.0080, apply. The limits 
established under this paragraph remain in effect until the commissioner 
establishes a new base period. Until the new base period is established, 
the commissioner shall adjust the limits annually using the appropriate 
economic change indices established in paragraph (e). In determining 
allowable historical operating cost per diems for purposes of setting limits 
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and nursing home payment rates, the commissioner shall divide the allow­
able historical operating costs by the actual number of resident days, except 
that where a nursing home is occupied at less than 90 percent of licensed 
capacity days, the commissioner may establish procedures to adjust the 
computation of the per diem to an imputed occupancy level at or below 
90 percent. The commissioner shall establish efficiency incentives as appro­
priate. The commissioner may establish efficiency incentives for different 
operating cost categories. The commissioner shall consider establishing 
efficiency incentives in care related cost categories. The commissioner may 
combine one or more operating cost categories and may use different meth­
ods for calculating payment rates for each operating cost category or com­
bination of operating cost categories. For the rate year beginning on July 
1, 1985, the commissioner shall: 

(1) allow nursing homes that have an average length of stay of 180 days 
or less in their skilled nursing level of care, 125 percent of the care related 
limit and 105 percent of the other operating cost limit established by rule; 
and 

(2) exempt nursing homes licensed on July 1, 1983, by the commissioner 
to provide residential services for the physically handicapped under Min­
nesota Rules, parts 9570.2000 to 9570.3600, from the care related limits 
and allow 105 percent of the other operating cost limit established by rule. 

For the purpose of calculating the other operating cost efficiency incen­
tive for nursing homes referred to in clause (1) or (2), the commissioner 
shall use the other operating cost limit established by rule before application 
of the 105 percent. 

( e) The commissioner shall establish a composite index or indices by 
determining the appropriate economic change indicators to be applied to 
specific operating cost categories or combination of operating cost categories. 

(f) Each nursing home shall receive an operating cost payment rate equal 
to the sum of the nursing home's operating cost payment rates for each 
operating cost category. The operating cost payment rate for an operating 
cost category shall' be the lesser of the nursing home's historical operating 
cost in the category increased by the appropriate index established in para­
graph (e) for the operating cost category plus an efficiency incentive estab­
lished pursuant to paragraph (d) or the limit for the operating cost category 
increased by the same index. If a nursing home's actual historic operating 
costs are greater than the prospective payment rate for that rate year, there 
shall be no retroactive cost settle-up. In establishing payment rates for one 
or more operating cost categories, the commissioner may establish separate 
rates for different classes of residents based on their relative care needs. 

(g) The commissioner shall include the reported actual real estate tax 
liability or payments in lieu of real estate tax of each nursing home as an 
operating cost of that nursing home. ~as VFevises i,, Minnesela !Mes, 
f'l'FIS 9349.00Hl to 9349.00B0, the ee111111issiener sltaH allew an a111eunl 
fer vay111enls HI lieu af real eslale lax assesses by a 111unieivali1y, e¾, 
lewnship, 81' eeltftly that <lees nel eat€eed an ""'6tHt! e~ui,·alenl tea sitfti.laf 
assessment f.ef -f-i-f:e, ~ ffl' sanitation ser"•iees assesses t0 -aH 6tftef 
nenvrefil or ge,·ernffiental enlities leeate<I HI Ille ffiHnieipalily, e¾, lewfl­
Sffif>, ef eeltftly HI w!tie!, o nursing ROffletel>e assesses is leeates. Allowable 
costs under this subdivision for payments made by a nonprofit nursing 
home that are in lieu of real estate taxes shall not exceed the amount which 
the nursing home would have paid to a city or township and county for 
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fire, police, sanitation services, and road maintenance costs had real estate 
taxes been levied on that property for those purposes. For rate years begin­
ning on or after July I, I 987, the reported actual real estate tax liability 
or payments in lieu of real estate tax of nursing homes shall be adjusted 
to include an amount equal to one-half of the dollar change in real estate 
taxes from the prior year. The commissioner shall include a reported actual 
special assessment, and reported actual license fees required by the Min­
nesota department of health, for each nursing home as an operating cost 
of that nursing home. Total adjusted real estate tax liability, payments in 
lieu of real estate tax, actual special assessments paid, and license fees 
paid as required by the Minnesota department of health, for each nursing 
home (I) shall be divided by actual resident days in order to compute the 
operating cost payment rate for this operating cost category, (2) shall not 
be used to compute the 60th percentile or other operating cost limits estab­
lished by the commissioner, and (3) shall not be increased by the composite 
index or indices established pursuant to paragraph (e). 

(h) For rate years beginning on or after July I, 1987, the commissioner 
shall adjust the rates of a nursing home that meets the criteria for the special 
dietary needs of its residents as specified in section 144A.07 l, subdivision 
3, clause (c), and the requirements in section 31.651. The adjustment for 
raw food cost shall be the difference between the nursing home's allowable 
historical raw food cost per diem and I 15 percent of the median historical 
allowable raw food cost per diem of the corresponding geographic group. 

The rate adjustment shall be reduced by the applicable phase-in per­
centage as provided under subdivision 2h. 

Sec. 10. [270.068] [TAX INFORMATION SAMPLE DATA.] 

Subdivision I. [PREPARATION OF SAMPLES.] The commissioner of 
revenue shall prepare microdata samples of income tax returns _and other 
information useful for purposes of ( 1) estimating state revenues, (2) sim­
ulating the effect of changes or proposed changes in state and federal tax 
law on the amount of state revenues, and (3) analyzing the incidence of 
present or proposed taxes. 

Subd. 2. [COORDINATING COMMITTEE.] A coordinating committee 
is established to oversee and coordinate preparation of the microdata 
samples. The committee consists of ( 1) the director of the research division 
of the department of revenue who shall serve as chair of the committee, 
(2) the state economist, ( 3) the chair of the committee on taxes of the house 
of representatives or the chair's designee, and (4) the chair of the committee 
on taxes and tax laws of the senate or the chair's designee. The committee 
shall consider the analysis needs and use of the microdata samples by the 
finance and revenue departments and the legislature in designing and 
preparing the samples, including the type of data to be included, the 
structure of the samples, size of the samples, and other relevant factors. 

Subd. 3. [CONTENTS OF SAMPLES.] The samples must consist of 
information derived from a random sample of federal and Minnesota indi­
vidual income tax returns. The samples prepared in odd numbered years 
must be augmented by additional information from other sources as the 
coordinating committee determines is feasible and appropriate. The coor~ 
dinating committee shall consider inclusion of( 1) information derived from 
property tax refund returns, (2) the estimated market value of the taxpayer's 
home from the homestead declaration, and (3) information from other 
sources, such as the surveys conducted by the United States departments 
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of commerce and labor. 

Subd. 4, [CONSULTATION ON ANALYSIS MODELS.] The coordinat• 
ing committee shall facilitate regular consultation among the department 
of revenue, the department of finance, and house and senate staffs in 
development and maintenance of their respective computer models used to 
analyze the microdata samples. The committee shall encourage efforts to 
attain more commonality in the models, greater sharing of program devel­
opment efforts and programming tasks, and more consistency in the result­
ing analyses. 

Sec. I I. Minnesota Statutes I 986, section 270. 70, subdivision I, is 
amended to read: 

Subdivision I. [AUTHORITY OF COMMISSIONER.] If any tax payable 
to the commissioner of revenue or to the department of revenue is not paid 
when due, such tax may be collected by the commissioner of revenue within 
five years after the date of assessment of the tax, or if the tax judgment 
has been filed, within the statutory period of enforcement of a valid tax 
judgment, by a levy upon all property and rights to property, including 
any property in the possession of law enforcement officials, of the person 
liable for the payment or collection of such tax ( except that which is exempt 
from execution pursuant to section 550.37) or property on which there is 
a lien provided in section 270.69. For this purpose, the term "tax" shall 
include any penalty, interest and costs properly payable. The term "levy" 
includes the power of distraint and seizure by any means. 

Sec. 12. Minnesota Statutes 1986, section 271.01, subdivision 5, is 
amended to read: 

Subd. 5. [JURISDICTION.] The tax court shall have statewide jurisdic­
tion. Except for an appeal to the supreme court or any other appeal allowed 
under this subdivision, the tax court shall be the sole, exclusive, and final 
authority for the hearing and determination of all questions of law and fact 
arising under the tax laws of the state, as defined in this subdivision, in 
those cases that have been appealed to the tax court and in any case that 
has been transferred by the district court to the tax court. The tax court 
shall have no jurisdiction in any case that does not arise under the tax laws 
of the state or in any criminal case or in any Case determining or granting 
title to real property or in any case that is under the jurisdiction of the 
probate court. The small claims division of the tax court shall have no 
jurisdiction in any case dealing with property valuation or assessment for 
property tax purposes until the taxpayer has appealed the valuation or 
assessment to the town or city board of equalization and to the county 
board of equalization, except for those taxpayers whose original assessments 
are determined by the commissioner of revenue. The tax court shall have 
no jurisdiction in any case involving an order of the state board of equal· 
ization unless a taxpayer contests the valuation of property. Only the taxes, 
aids and related matters contained in chapters 60A, 69, 124, 270, 272, 
273,274,275,276,277,278,279,285,287,288,290, 290A, 291,292, 
293, 294, 295, 296, 297, 297 A, 297B, 297C, 297D, 298, 299, 299F, 473, 
473F, and 477A shall be considered tax laws of this state subject to the 
jurisdiction of the tax court. This subdivision shall not be construed to 
prevent an appeal, as provided by law, to an administrative agency, board 
of equalization, or to the commissioner of revenue. Wherever used in this 
chapter, the term commissioner shall mean the commissioner of revenue, 
unless otherwise specified. 
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Sec. 13. Minnesota Statutes 1986, section 287 .21, is amended by adding 
a subdivision to read: 

Subd. 4. [TAX-FORFEITED LAND.] Before a state deed for tax-forfeited 
land may be issued, the deed tax must be paid by purchasers of tax-forfeited 
land, persons who redeem tax-forfeited land, or local units of government 
that apply for use or purchase of tax-forfeited land. 

Sec. 14. Minnesota Statutes 1987 Supplement, section 295.32, is amended 
to read: 

295.32 [GROSS EARNINGS TAX; ANNUAL RETURN.] 

Every telegraph company as defined in section 295.01, subdivision 9, 
shall file a return with the commissioner of revenue, in such form as the 
commissioner shall prescribe, containing a true and just report of its gross 
earnings derived from business within the state during the preceding cal­
endar year, and make payment of the tax based upon the following per­
centages of such gross earnings: 

for calendar years beginning before December 31, 1989, 6 percent, 

for calendar year 1990, ~ 4 percent, 

for calendar year 1991, J 2 percent, 

fef ealeR8&F yettf ~ M pereent, and 
for calendar years beginning after December 31, -1-99;! 1991, exempt. 

Such return and payment of the tax due therewith shall be submitted on 
or before March first of each year, and shall be in lieu of all ad valorem 
taxes upon the property of such company within the state for the year 
during which such gross earnings accrued. The provisions of chapter 294 
and acts amendatory thereto, shall be applicable to such telegraph com­
panies and to the returns and to the taxes submitted therewith by them. 

Sec. 15. Minnesota Statutes 1986, section 297D.08, is amended to read: 

297D.08 [TAX RATE.] 

A tax is imposed on marijuana and controlled substances as defined in 
section 297D.0l at the following rates: 

(I) on each gram of marijuana, or each portion of a gram, $3.50; and 

(2) on each gram of controlled substance, or portion of a gram, $200; 
or 

(3) on each~ ten dosage units of a controlled substance that is not sold 
by weight, or portion thereof, ~ $400. 

Sec. 16. Minnesota Statutes 1987 Supplement, section 298.22, subdi­
vision 1, is amended to read: 

Subdivision I. (I) The office of commissioner of iron range resources 
and rehabilitation is created. The commissioner shall be appointed by the 
governor under the provisions of section 15.06. 

(2) The commissioner may hold such other positions or appointments as 
are not incompatible with duties as commissioner of iron range resources 
and rehabilitation. The commissioner may appoint a deputy commissioner. 
All expenses of the commissioner, including the payment of such assistance 
as may be necessary, shall be paid out of the amounts appropriated by 
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section 298.28. The compensation of the commissioner shall be set by the 
legislative coordinating commission and may not exceed the maximum 
salary set for the commissioner of administration under section ISA.081, 
subdivision I. 

(3) When the commissioner shall determine that distress and unem­
ployment exists or may exist in the future in any county by reason of the 
removal of natural resources or a possibly limited use thereof in the future 
and the decrease in employment resulting therefrom, now or hereafter, the 
commissioner may use such amounts of the appropriation made to the 
commissioner of revenue in section 298.28 as are determined to be nec­
essary and proper in the development of the remaining resources of said 
county and in the vocational training and rehabilitation of its residents, 
except that the amount needed to cover cost overruns awarded to a con­
tractor by an arbitrator in relation to a contract awarded by the commis­
sioner or in effect after July I, 1985, is appropriated from the general 
fund. For the purposes of this section, "development of remaining resources" 
includes, but is not limited to, the promotion of tourism. 

Sec. 17. Minnesota Statutes 1987 Supplement, section 298.2213, sub­
division 3, is amended to read: 

Subd. 3. [USE OF MONEY] The money appropriated under this section 
may be used to provide loans, loan guarantees, interest buy-downs, and 
other forms of participation with private sources of financing, provided 
that a loan to a private enterprise must be for a principal amount not to 
exceed one-half of the cost of the project for which financing is sought, 
and the rate of interest on a loan must be no less than the lesser of eight 
percent or the rate of interest Se! by Hie Minnesete ae,·elepmeat beftf<! fef 
eemparahle SlftftH eHsiness ae•.-elel'ment leans at that time that is three 
percentage points less than a full faith and credit obligation of the United 
States government of comparable maturity, at the time that the loan is 
approved. 

Moriey appropriated in this section must be expended only in or for the 
benefit of the tax relief area defined in section 273.134, and as otherwise 
provided in this section. 

Sec. 18. Minnesota Statutes 1986, section 298.223, is amended to read: 

298.223 [TACONITE AREA ENVIRONMENTAL PROTECTION FUND.] 

Subdivision 1. [CREATION; PURPOSES.] A fund called the taconite 
environmental protection fund is created for the purpose of reclaiming, 
restoring and enhancing those areas of northeast Minnesota located within 
a tax relief area defined in section 273. 134 that are adversely affected by 
the environmentally damaging operations involved in mining taconite and 
iron ore and producing iron ore concentrate and for the purpose of pro­
moting the economic development of northeast Minnesota. The taconite 
environmental protection fund shall be used for the following purposes: 

(a) to initiate investigations into matters the iron range resources and 
rehabilitation board determines are in need of study and which will deter­
mine the environmental problems requiring remedial action; 

(b) reclamation, restoration or reforestation of minelands not otherwise 
provided for by state law; 

( c) local economic development projects including construction of sewer 
and water systems, and other public works located within a tax relief area 
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defined in section 273. 134; 

( d) monitoring of mineral industry related health problems among mining 
employees. 

Subd. 2. [ADMINISTRATION.] The !aconite environmental protection 
fund shall be administered by the commissioner of the iron range resources 
and rehabilitation board. The commissioner shall by September I of each 
year prepare a list of projects to be funded from the !aconite environmental 
protection fund, with such supporting information including description of 
the projects, plans, and cost estimates as may be necessary. Upon recom­
mendation of the iron range resources and rehabilitation board, this list 
shall be submitted to the legislative advisory commission for its review. 
This list with the recommendation of the legislative advisory commission 
shall then be transmitted to the governor by November 1 of each year. By 
December I of each year, the governor shall approve or disapprove, or 
return for further consideration, each iRdivid11al project. Funds for a project 
may be expended only upon approval of the project by the governor. 

The commissioner may submit supplemental projects for approval at any 
time. Supplemental projects approved by the board must be submitted to 
the members of the legislative advisory commission for their review and 
recommendations of further review. If a recommendation is not provided 
within ten days, no further review by the legislative advisory commission 
is required, and the governor shall approve or disapprove each project or 
return it for further consideration. If the recommendation by any member 
is/or further review the governor shall submit the request to the legislative 
advisory commission for its review and recommendation. Failure or refusal 
of the commission to make a recommendation promptly is a negative 
recommendation. 

Subd. 3. [APPROPRIATION.] There is hereby annually appropriated to 
the commissioner of iron range resources and rehabilitation such funds as 
are necessary to carry out the projects approved and such funds as are 
necessary for administration of this section. Annual administrative costs, 
not including detailed engineering expenses for the projects, shall not exceed 
five percent of the amount annually expended from the fund. 

Funds for the purposes of this section are provided by section 298.28, 
subdivision 11 relating to the !aconite environmental protection fund. 

Sec. 19. Minnesota Statutes 1986, section 298.28, subdivision 3, is 
amended to read: 

Subd. 3. [CITIES; TOWNS.] (a) 12.5 cents per taxable ton, less any 
amount distributed under subdivision 8, and paragraph (b) of this subdi­
vision, must be allocated to the taconite municipal aid account to be dis­
tributed as provided in section 298.282. 

(b) An amount must be allocated to towns or cities that is annually 
certified by the county auditor of a county containing a !aconite tax relief 
area within which there is (I) an organized township if, as of January 2, 
1982, more than 75 percent of the assessed valuation of the township 
consists of iron ore or (2) a city if, as of January 2, 1980, more than 75 
percent of the assessed valuation of the city consists of iron ore. 

( c) The amount allocated under paragraph (b) will be the portion of a 
township's or city's certified levy equal to the proportion of (I) the differ­
ence between 50 percent of January 2, 1982, assessed value in the case 
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of a township and 50 percent of the January 2, 1980, assessed value in the 
case of a city and its current assessed value to (2) the sum of its current 
assessed value plus the difference determined in (I), provided that the 
amount distributed shall not exceed $55 per capita in the case of a township 
or $75 per capita in the case of a city. For purposes of this limitation, 
population will be determined according to the 1980 decennial census 
conducted by the United States Bureau of the Census. The county auditor 
shall extend the township's or city's levy against the sum of the township's 
or city's current assessed value plus the difference between 50 percent of 
its January 2, 1982, assessed value and its current assessed value in the 
case of a township and between 50 percent of its January 2, 1980, assessed 
value and its current assessed value in the case of a city. If the current 
assessed value of the township exceeds 50 percent of the township's January 
2, 1982, assessed value, or if the current assessed value of the city exceeds 
50 percent of the city's January 2, 1980, assessed value, this paragraph 
shall not apply. 

Sec. 20. Minnesota Statutes 1986, section 373.40, subdivision 4, as 
added by H. E No. 1796, if enacted, is amended to read: 

Subd. 4. [LIMITATIONS ON AMOUNT.} A county, other than Hennepin 
or Ramsey, may not issue bonds under this section if the maximum amount 
of principal and interest to become due in any year on all the outstanding 
bonds issued pursuant to this section (including the bonds to be issued) 
will equal or exceed one mill multiplied by the taxable assessed value of 
property in the county. Ramsey county may not issue bonds under this 
section if the maximum amount of principal and interest to become due in 
any year on all the outstanding bonds issued pursuant to this section 
(including the bonds to be issued) will equal or exceed 1.2 mills multiplied 
by the taxable assessed value of property in the county. Hennepin county 
may not issue bonds under this section if the maximum amount of principal 
and interest to become due in any year on all the outstanding bonds issued 
pursuant to this section together with the bonds proposed to be issued, will 
equal or exceed one-half mill multiplied by the taxable assessed value of 
the property in the county. Calculation of the limit must be made using 
the taxable assessed value for the taxes payable year in which the obligations 
are issued and sold. This section does not limit the authority to issue bonds 
under any other special or general law. 

Sec. 21. Minnesota Statutes 1986, section 387.212, is amended to read: 

387.212 [CONTINGENT FUND.} 

The board of county commissioners in any county may create a sheriff's 
contingent fund and may credit thereto not more than~ $10,000. The 
money in such fund may be used for the advancement and reimbursement 
of expenses of the sheriff and the sheriff's office. Such moneys shall be 
disbursed by the county treasurer in accordance with rules and regulations 
prescribed by the board. Any balance remaining at the end of the year shall 
be transferred to the revenue fund. 

Sec. 22. [424A. 10} [STATE SUPPLEMENTAL BENEFIT; VOLUN­
TEER FIREFIGHTERS.] 

Subdivision 1. [DEFINITION.} For purposes of this section, "qualified 
recipient" means an individual who receives an involuntary lump sum 
distribution of pension or retirement benefits from a firefighters' relief 
association for service performed as a volunteer firefighter. 
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Subd. 2. [PAYMENT OF SUPPLEMENTAL BENEFIT.] Upon the pay­
ment by a firefighters' relief association of an involuntary lump sum dis­
tribution to a qualified recipient, the association must pay a supplemental 
benefit to the qualified recipient. Notwithstanding any law to the contrary, 
the relief association may pay the supplemental benefit out of its special 
fund. The amount of this benefit equals ten percent of the regular invol­
untary lump sum distribution that is paid on the basis of service as a 
volunteer firefighter. In no case may the amount of the supplemental benefit 
exceed $1,000. 

Subd. 3. [STATE REIMBURSEMENT.] By February 15 of each year. 
the relief association shall apply to the commissioner of revenue for state 
reimbursement of the amount of supplemental benefits paid under subdi­
vision 2 during the preceding calendar year. By March 15 the commissioner 
shall reimburse the relief association for the amount of the supplemental 
benefits paid to qualified recipients. The commissioner of revenue shall 
prescribe the form of and supporting information that must be supplied 
as part of the application for state reimbursement. The reimbursement 
payment must be deposited in the special fund of the relief association. 

Subd. 4. [IN LIEU OF INCOME TAX EXCLUSION.] The supplemental 
benefit provided by this section is in lieu of the state income tax exclusion 
for involuntary lump sum distributions of retirement benefits paid to vol­
unteer firefighters. If the law is modified to exclude or exempt volunteer 
firefighters' lump sum distributions from state income taxation, the sup­
plemental benefits under this section may no longer be paid beginning 
with the first calendar year in which the exclusion or exemption is effective. 
This subdivision does not apply to exemption of all or part of a lump sum 
distribution under section 290.032 or 290.0802. 

Sec. 23. Minnesota Statutes 1987 Supplement, section 469.170, is amended 
by adding a subdivision to read: 

Subd. 5d. [AMENDMENT OF PLANS.] A written multiyear enterprise 
zone tax credit distribution plan submitted under subdivision 5a, 5b, or 
5c, may be amended, provided that an initial amendment may be made no 
sooner than two years from the date of submission of the original plan, 
and subsequent amendments may be made no sooner than two years after 
the most recent prior amendment. 

Sec. 24. Minnesota Statutes 1986, section 473.843, subdivision 2, is 
amended to read: 

Subd. 2. [DISPOSITION OF PROCEEDS.] After reimbursement to the 
department of revenue for costs incurred in administering this section, the 
proceeds of the fees imposed under this section, including interest and 
penalties, must be deposited as follows: 

(a) one-half of the proceeds must be deposited in the landfill abatement 
fund established in section 473.844; and 

(b) one-halfofthe proceeds must be deposited in the metropolitan landfill 
contingency action fund established in section 473.845. 

Sec. 25. Minnesota Statutes 1986, section 507.235, subdivision 1, is 
amended to read: 

Subdivision I. [FILING REQUIRED.] All contracts for deed executed 
on or after January I, 1984, shall be recorded within six months in the 
office of the county recorder or registrar of titles in the county in which 
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the land is situated. This filing period may be extended if failure to pay 
the property tax due in the current year on a parcel as required in section 
272.121 has preventedfiling and recording of the contract. In the case of 
a parcel that was divided and classified under section 273.13 as class la 
or 1 b, the period may be extended to October 31 of the year in which the 
sale occurred, and in the case of a parcel that was divided and classified 
under section 273 .13 as class 2a, the period may be extended to November 
30 of the year in which the sale occurred. 

Sec. 26. Minnesota Statutes 1987 Supplement, section 508.25, is amended 
to read: 

508.25 [RIGHTS OF PERSON HOLDING CERTIFICATE OF TITLE.] 

Every person receiving a certificate of title pursuant to a decree of 
registration and every subsequent purchaser of registered land who receives 
a certificate of title in good faith and for a valuable consideration shall 
hold it free from all encumbrances and adverse claims, excepting only the 
estates, mortgages, liens, charges, and interests as may be noted in the last 
certificate of title in the office of the registrar, and also excepting any of 
the following rights or encumbrances subsisting against it, if any: 

(1) Liens, claims, or rights arising or existing under the laws or the 
constitution of the United States, which this state cannot require to appear 
of record; 

(2) The lien of any real property tax or special assessment for which the 
land has not been sold at the date of the certificate of title; 

(3) Any lease for a period not exceeding three years when there is actual 
occupation of the premises thereunder; 

(4) All rights in public highways upon the land; 

(5) The right of appeal, or right to appear and contest the application, 
as is allowed by this chapter; 

(6) The rights of any person in possession under deed or contract for 
deed from the owner of the certificate of title; 

(7) Any outstanding mechanics lien rights which may exist under sections 
514.01 to 514.17. 

f8-) No existing or future liens or judgments-, no-twitkstanEiing seet-ieR 
§()8.63, arising under the laws of this state for the nonpayment of any 
amounts due under chapter 268 or any tax administered by the commis­
sioner of revenue may encumber title to lands registered under chapter 
508 unless filed under the terms of chapter 508. 

Sec. 27. Laws 1988, chapter 516, section 3, is amended to read: 

Sec. 3. [AREA OF OPERATION.] 

The area of operation of the joint authority and the project for purposes 
of Minnesota Statutes, section 469.174, subdivision 8 shall include all of 
Cook county. The Grand Marais city council must approve any project as 
aefiaea ift Miaaeseta Statutes, seettt>R 469.174, suI,aiYisiea 8-; and any 
economic development district as defined in Minnesota Statutes, section 
469. IOI, if the project or economic development district includes real 
property within the boundaries of Grand Marais or includes real property 
owned by Grand Marais. 
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Sec. 28. H.E No. 1796, section 6, if enacted, is amended to read: 

Sec. 6. [EFFECTIVE DATE.] 

Section 5 is effective upon compliance by the Hennepin county board 
with Minnesota Statutes, section 645.021. The rest of this act is effective 
June 1, 1988. 

Sec. 29. [REFUNDING BONDS.] 

The city of Little Falls in Morrison county, by resolution of its city 
council, may issue and sell general obligation refunding bonds of the city 
in a principal amount not exceeding $3,300,000, the proceeds of which 
are to be used to refund the city's general obligation tax increment bonds 
of 1985. The refunding bonds shall be issued and sold in accordance with 
Minnesota Statutes, chapter 475, except that: 

( 1) the refunding bonds shall be treated as obligations described in 
Minnesota Statutes, section 475 .58, subdivision 1, paragraph (3 ); 

(2) Minnesota Statutes, section 475.67, subdivision 12, shall not apply; 

(3) the amount of bonds issued shall not be included in computing any 
debt limitation applicable to the city; and 

(4) the levy of taxes required by Minnesota Statutes, section 475.61, to 
pay the principal of and interest on the bonds shall not be subject to any 
levy limitation or be included in computing or applying any levy limitation 
applicable to the city. 

Sec. 30. [APPLICATION OF PROCEEDS OF REFUNDED BONDS.] 

The city of Little Falls in Morrison county, by resolution of its city 
council, may appropriate any of the unexpended proceeds of its general 
obligation tax increment bonds of 1985, except proceeds held in the debt 
service fund for the bonds, to any other municipal purpose for which the 
city could issue its bonds, including the purposes set forth in Minnesota 
Statutes, section 475 .52, subdivision 1 or 2, 429.021, or 444 .075. To the 
extent that the proceeds are appropriated for an improvement for which 
special assessments are levied or tax increments are collectible, the city 
shall appropriate the receipts from the special assessments or tax incre­
ments, subject to any prior pledge of them to secure other obligations of 
the city, to the payment of the general obligation tax increment bonds of 
1985, or to the payment of any refunding bonds issued pursuant to section 
29. 

Sec. 31. [CITY OF HERMANTOWN; PROPERTY TAXES ON LAND 
HELD FOR ECONOMIC DEVELOPMENT.] 

Notwithstanding the time limitation contained in Minnesota Statutes 
1986, section 272.02, subdivision 5, the holding of property that has been 
held for seven years as of August 1, 1987, by the citv of Hermantown for 
later resale for economic development purposes is a public purpose under 
Minnesota Statutes, section 272 .02, subdivision J, clause (7), for a period 
not to exceed 10 years. This section does not apply if buildings or other 
improvements are constructed after acquisition of the property, and if more 
than one-half of the floor space of the buildings or improvements that is 
available for lease to or use by a private individual, corporation, or other 
entity is leased to or otherwise used by a private individual, corporation, 
or other entity. This section does not create an exemption from Minnesota 
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Statutes, section 272 .OJ, subdivision 2; 272 .68; 273 .19; or 469.040, sub­
division 3; or other provision of law providing for the taxation of or for 
payments in lieu of taxes for publicly held property which is leased, loaned, 
or otherwise made available and used by a private person. 

Sec. 32. [RAMSEY COUNTY; AUTHORIZATION FOR BONDS.] 

Ramsey county may issue general obligation bonds in one or more series 
in an amount not to exceed $2,000,000, in the aggregate, to finance the 
restoration of the concourse of the St. Paul union depot as a facility for 
the exhibition of works of art, the proceeds of which may not be used for 
that purpose until $500,000 in operational funding has been committed 
by nonpublic sources. The bonds shall be issued pursuant to Minnesota 
Statutes, chapter 475, except that the bonds shall not be subject to its 
election requirements or debt limits. They shall not be subject to any other 
debt or tax levy limitations applicable to the county and shall not be 
considered in calculating amounts subject to any other debt or tax levy 
limitations. Levies by the county for debt servicing payment for the retire­
ment of the bonds shall be exempt from and disregarded in the calculation 
of all tax levy limitations applicable to the county. 

Sec. 33. [CITY OF SHAFER BOND ISSUE.] 

The city of Shafer may issue general obligation bonds of the city in an 
aggregate principal amount not to exceed $40,000 to finance the acqui­
sition and betterment of a municipal building. The bonds shall be issued 
and sold in accordance with the provisions of Minnesota Statutes, chapter 
475, including the provision requiring the approval of a majority of the 
electors voting on the question of issuing the bonds. Notwithstanding any 
other statutory or charter provision, the principal amount of bonds issued 
shall not be included in computing any debt limit applicable to the city, 
nor shall the taxes required to be levied to pay the principal of and interest 
on the bonds be sUbject to any levy limitation or be included in computing 
any levy limitation applicable to the city. 

Sec. 34. [STEARNS COUNTY; PROPERTY TAX REFUND.] 

Stearns county shall refund to lake Koronis Assembly Grounds the 
property taxes assessed in 1985, paid in 1986, for the parcels identified 
as 26-16447-03, 26-15788-00, 26-15790-00, 26-15788-04, 26-16447-02, 
26-16447-04, 26-16447-16, 26-16447-06, and 26-16447-07. 

Stearns county shall refund to lake Koronis Assembly Grounds the 
amount of $4,786 according to the following schedule: 

one-third by August 1, 1988; 

one-third by July 1, 1989; and 

one-third by July 1, 1990. 

The refund shall be paid from the property taxes and charged against 
the receipts held by the county for the taxing jurisdictions in the same 
proportion as the taxes paid on this property in 1986. No interest shall be 
paid on the amounts refunded. 

Sec. 35. [HARDSHIP LOANS.] 

Notwithstanding the limitations on the metropolitan council's authority 
to make hardship loans in Minnesota Statutes, section 473. 167, subdivision 
2a, paragraph (b), the council may make hardship loans until December 
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31, 1988, to Washington county to purchase homestead property from and 
provide relocation assistance to property owners affected by hardship 
acquisitions incurred because of adoption of the Washington county Big 
Marine Park master plan. Except as provided in this sectidn, the hardship 
loans must be made in accordance with Minnesota Statutes, section 473 .167, 
subdivisions 2 and 2a. 

Sec. 36. [APPROPRIATION.) 

(a) $49,000 is appropriated for fiscal year 1989 from the general fund 
to the commissioner of revenue for purposes of preparing income tax sam~ 
pies under section 10. 

(b) $263,000 is appropriated for fiscal year 1988 from the general fund 
to the commissioner of revenue for purposes of administering restoration 
of property tax refunds under article 4, section 12. Amounts not expended 
in fiscal year 1988 are available in fiscal year 1989. 

(c) $45,000 is appropriated for fiscal year 1989 from the genera/fund 
to the commissioner of revenue for purposes of administering property tax 
refund targeting under article 4, section 7. 

(d) $165,000 is appropriated for fiscal year 1989 from the genera/fund 
to the commissioner of revenue for purposes of administering the property 
tax reform provisions of article 5. 

(e) $600,000 is appropriated for fiscal year 1989 from the genera/fund 
to the commissioner of revenue to make reimbursement payments to fire­
fighters' relief associations under section 22. 

Sec. 37. [REPEALER.] 

(a) Minnesota Statutes 1987 Supplement, sections 296.02, subdivisions 
2a and 2b, as amended by H.F. No. 1749, if enacted, and 296.025, sub­
divisions 2a and 2b, as amended by H.F. No. 1749, if enacted, are repealed. 

(b) Laws 1987, chapter 268, article 3, section 11 is repealed. 

Sec. 38. [EFFECTIVE DATE.] 

Sections 1, 15, and 19 are effective July 1, 1988. Section 13 is effective 
for all instruments recorded after May 31, 1987. Sections 11, 12, 14, 16, 
17, 18, 21, 23, 24, 25, 36, and 37, paragraph (b), are effective the day 
following final enactment. Sections 20 and 28 are effective June 1, 1988. 
Section 26 is effective retroactive to August 1, 1987. Section 22 is effective 
for lump sums paid after December 31, 1986. Section 27 is effective at 
the same time Laws 1988, chapter 516, is effective. 

Pursuant to Minnesota Statutes, section 645 .023, subdivision 1, para­
graph (a), sections 29, 30, and 33 are effective without local approval on 
the day following final enactment. 

Section 31 is effective the day after compliance with Minnesota Statutes, 
section 645 .021 by the city council of Hermantown and terminates effective 
with taxes levied in 1989, payable 1990. Section 32 is effective the day 
after filing of certificates of local approval by the governing body of the 
city of St. Paul and the Ramsey county board in compliance with Minnesota 
Statutes, section 645 .021, subdivision 3. Section 37, paragraph ( a) is 
effective retroactive to July 1, 1987. 

Section 27 is effective the day after compliance by the governing bodies 
of Cook county and the city of Grand Marais with Minnesota Statutes, 
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section 645 .021, subdivision 3. 

Section 35 is effective in the counties of Anoka, Carver, Dakota, Hen­
nepin, Ramsey, Scott, and Washington." 

Delete the title and insert: 

"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, Ramsey county. the city of Little Falls, and the city of Shafer; 
authorizing establishment of special service districts in the cities of Rob­
binsdale, Minneapolis, and White Bear Lake; imposing penalties; appro­
priating money and reducing appropriations; amending Minnesota Statutes 
1986, sections 62E.13, by adding a subdivision; 69.031, subdivision 3; 
I 83 .411, subdivisions I, 3, and by adding a subdivision; 183 .466; 183 .51, 
subdivisions 4, 7, and 10; 237 .075, subdivision 8; 256. 72; 256. 81; 256.82, 
subdivision I; 256.863; 256. 871, subdivision 6; 256. 935, subdivision I; 
256.991; 256B.041, subdivisions 5 and 7; 256B.05, subdivision I; 256B. I 9, 
subdivision 2; 256D.03, subdivision 6; 256D.04; 256D.36, subdivision I; 
270.075, subdivision 2; 270.41; 270. 70, subdivision I; 271.01, subdivision 
5; 273.01; 273.05, subdivision I; 273.061, subdivision 2; 273.112, sub­
divisions 3 and 6; 273.121; 273.124, subdivisions I and 6; 273.13, by 
adding a subdivision; 273.1315; 273.40; 275 .07, by adding a subdivision; 
275 .08, by adding subdivisions; 275 .51, subdivision 3f, and by adding a 
subdivision; 277.05; 277.06; 279.01, subdivision 3; 287.21, by adding a 
subdivision; 290.01, by adding subdivisions; 290.06, by adding a subdi­
vision; 290.067, subdivision I; 290.39, by adding a subdivision; 290.50, 
subdivision 3; 290.92, subdivision 21; 290.931, subdivision I; 290.934, 
subdivisions 1, 3, and by adding a subdivision; 290A.03, subdivision 7; 
290A.04, by adding a subdivision; 297.01, by adding a subdivision; 297.03, 
subdivision 12, and by adding a subdivision; 297.041, subdivision I; 297.06, 
subdivisions I, 2, 3, and by adding a subdivision; 297.08, subdivision I; 
297. 12, subdivision l; 297.35, by adding a subdivision; 297A.15, sub­
divisions 1 and 5; 297 A.16; 297 A.17; 297 A.2 I; 297 A.25, subdivision 5, 
and by adding subdivisions; 297A.256; 297A.35, subdivision I; 297C.02, 
subdivisions 3 and 4; 297C.03, by adding a subdivision; 297C.07; 297D.08; 
298.223; 298.28, subdivisions 3 and 6; 299.01, subdivision l; 303.03; 
329 .11; 349.12, subdivision 18, and by adding subdivisions; 349.212 I, 
subdivisions 1, 2, 5, and by adding a subdivision; 349.22, subdivision 1, 
and by adding subdivisions; 373.40, subdivision 4; 375 .192, subdivision 
I; 387.212; 393.07, subdivision 2; 473.843, subdivision 2; 473E02, by 
adding a subdivision; 473E07, subdivisions 4 and 5; 473E08, subdivisions 
I, 3, 3a, 5, and IO; 473E IO; 477 A.01 I, by adding subdivisions; 477 A.OJ 5; 
and 507.235, subdivision I; Minnesota Statutes 1987 Supplement, sections 
l6A.15, subdivision 6; 16A. I 541; 60A. 15, subdivision 1; 60E.04, sub­
division 4; 69.021, subdivision 5; 69 .54; 124.155, subdivision 2; 124.2131, 
subdivision 3; 124.2139; l24A.02, subdivisions 3a and 11; 256.01, sub­
division 2; 256B.091, subdivision 8; 256B.15; 256B.19, subdivision I; 
256B.43I, subdivision 2b; 256D.03, subdivision 2; 2560.01, subdivision 
3; 2560.02, subdivision 4; 2560,04, subdivision I; 2560.05; 2560.07; 
2560. IO; 2560.11; 270.485; 272.01, subdivision 2; 272.02, subdivision 
I; 272.115, subdivision 4; 272.121; 273 .061, subdivision 1; 273. I 102, by 
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adding a subdivision; 273.1195; 273.123, subdivisions 4 and 5; 273. 124, 
subdivisions 8, 11, and 13; 273.13, subdivisions 15a, 22, 23, 24, 25, and 
31; 273 .135, subdivision 2; 273.1391, subdivision 2; 273. I 392; 273.1393; 
273.165, subdivision 2; 273.37, subdivision 2; 274.01, subdivision l; 275.07, 
subdivision I; 275.50, subdivisions 2 and 5; 275.51, subdivisions 3h and 
3i; 276.04; 276.06; 279.01, subdivision I; 290.01, subdivisions 3a, 4, 5, 
7, 19, 19a, 19b, 19c, 19d, 19e, 20, and 29; 290.015, subdivisions I, 2, 3, 
and 4; 290.032, subdivision 2; 290.06, subdivisions I, 2c, and 21; 290.081; 
290.092, subdivisions 3, 4, 5, and by adding a subdivision; 290.095, 
subdivisions I, 2, 3, and by adding a subdivision; 290.10; 290.17, sub­
divisions 2 and 4; 290.191, subdivisions I, 4, 5, 6, and II; 290.21, sub­
divisions 3 and 4; 290.34, subdivision 2; 290.35, subdivision 2; 290.37, 
subdivision I; 290.371, subdivisions I, 3, 4, and 5; 290.38; 290.41, sub­
division 2; 290.491; 290.92, subdivisions 7 and 15; 290.934, subdivision 
2; 290.9725; 290A.03, subdivisions 3, 13, 14, and 15; 290A.04, subdi­
visions 2 and 2b; 290A.06; 295.32; 295.34, subdivision I; 297.01, sub­
divisions 7 and 14; 297 .03, subdivision 6; 297 .11, subdivision 5; 297 A.01, 
subdivision 3; 297A.212; 297A.25, subdivisions 3 and 11; 2978.03; 297C.04; 
298.01, subdivisions 3 and 4; 298.22, subdivision I; 298.2213, subdivision 
3; 349.212, subdivisions I and 4; 349.2121, subdivisions 4a and IO; 349.2122; 
349.2123; 393.07, subdivision 10; 469.170, by adding a subdivision; 469. I 74, 
subdivisions 2, 7, I 0, 11, and by adding subdivisions; 469.175, subdivi­
sions I, 2, 3, 4, and by adding subdivisions; 469.176, subdivisions I, 4, 
5, and 6; 469.177, subdivisions I, 3, 4, and by adding subdivisions; 469.179; 
473.446, subdivision I; 473F02, subdivision 4; 473F05; 473F06; 473F07, 
subdivision I; 473F08, subdivisions 2, 4, and 6; 475.53, subdivision 4; 
475.61, subdivision 3; 477A.013, subdivisions I, 2, and by adding sub­
divisions; and 508.25; Laws 1987, chapter 268, articles 3, section 12; 6, 
sections 53 and 54; Laws 1988, chapter 516, section 3; proposing coding 
for new Jaw in Minnesota Statutes, chapters 256, 270, 273, 275, 290, 
290A, 297, 297C, 298, 349, 375, and 424A; proposing coding for new 
Jaw as Minnesota Statutes, chapter 428A; repealing Minnesota Statutes 
1986, sections 13.58; 124.2131, subdivision 4; 124.2137; 124.2139; 
124A.031, subdivision 4; 256.965; 272.64; 273.112, subdivision 9; 273.115; 
273.116; 273.13, subdivisions 7a, 26, 27, 28, 29, and 30; 273.1311; 
273.1315; 273.135, subdivision 5; 273.1391, subdivision 4; 275.035; 275.49; 
275.50, subdivisions 3, 7, and 8; 290.07, subdivisions 3 and 6; 290.11; 
290.12, as amended; 290.131, as amended; 290. I 32, as amended; 290. 133, 
as amended; 290.134, as amended; 290.135, as amended; 290.136, as 
amended; 290. I 38, as amended; 290. 934, subdivision 4; 297 A. I 5, sub­
division 2; 297C.03, subdivision 5; 298.401; 299.013; 477A.0l I, subdi­
visions 4, 5, 6, 7a, 10, 11, 12, 13, and 14; Minnesota Statutes 1987 
Supplement, sections 2560.22; 273. l 102, subdivision 2; 273. I I 95; 273. I 3, 
subdivisions 9 and 15a; 273.1394; 273.1395; 273.1396; 273.1397; 275.081; 
275.082; 275.125, subdivision 22; 290.06, subdivision 20; 290.077, sub­
division 1; 290. 14; 290.21, subdivision 8; 290.371, subdivision 2; 290A.04, 
subdivision 2a; 296.02, subdivisions 2a and 2b; 296.025, subdivisions 2a 
and 2b; and 477 A.OJ l, subdivision 7; Laws 1987, chapter 268, articles 3, 
section 11; and 6, section 19 ." 

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

House Conferees: (Signed) Gordon 0. Voss, Robert Vanasek, Ann Wynia, 
Paul Anders Ogren, Dee Long 

Senate Conferees: (Signed) Douglas J. Johnson, John E. Brandl, Steven 
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G. Novak, Lawrence J. Pogemiller, John Bernhagen 

Mr. Johnson, D.J. moved that the foregoing recommendations and Con­
ference Committee Report on H.F No. 2590 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. 2590 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 58 and nays 7, as follows: 

Those who voted in the affirmative were: 
Adkins Dahl Johnson, D. E. Merriam Reichgou 
Anderson Davis Johnson, D.J. Metzen Renneke 
Beckman DeCramer Jude Moe, D.M. Schmitz 
Benson Dicklich Knaak Moe, R.D. Solon 
Berg Diessner Laidig Morse Spear 
Berglin F,anl< Langseth Novak Stumpf 
Bernhagen Frederick Lantry Pehler Taylor 
Bertram Frederickson, D.J. Larson Peterson, D. C. Vickerman 
Brandl Frederickson, D.R. Lessard Peterson, R. W Waldotf 
Brataas Freeman Luther Piper Wegscheid 
Chmielewski Gustafson Marty Pogemiller 
Cohen Hughes Mehrkens Purfeerst 

Those who voted in the negative were: 
Belanger Knutson Olson Ramstad Storm 
Decker McQuaid 

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.F No. 1304: Messrs. Morse, Langseth, Novak, Freeman and Gustafson. 

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. 150 be taken from the 
table. The motion prevailed. 

Senate Resolution No. 150: A Senate resolution relating to conduct of 
Senate business during the interim between Sessions. 
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BE IT RESOLVED, by the Senate of the State of Minnesota: 

The powers, duties, and procedures set forth in this resolution apply 
during the interim between the adjournment sine die of the 75th Legislature, 
1988 Session, and the convening of the 76th Legislature, 1989 Session. 

The Committee on Rules and Administration may, from time to time, 
assign to the various committees and subcommittees of the Senate, in the 
interim, matters brought to its attention by any member of the Senate for 
study and investigation. The standing committees and subcommittees may 
study and investigate all subjects that come within their usual jurisdiction, 
as provided by Minnesota Statutes, Section 3. 921. A committee shall carry 
on its work by subcommittee or by committee action as the committee 
from time to time determines. Any study undertaken by any of the standing 
committees, or any subcommittee thereof, shall be coordinated to the great­
est extent possible with other standing committees or subcommittees of 
the Senate and House of Representatives, and may, if the committee or 
subcommittee so determines, be carried on jointly with another committee 
or subcommittee of the Senate or House of Representatives. 

The Subcommittee on Committees of the Committee on Rules and 
Administration shall appoint persons as necessary to fill any vacancies that 
may occur in committees, commissions, and other bodies whose members 
are to be appointed by the Senate authorized by rule, statute, resolution, 
or otherwise. The Subcommittee on Committees may appoint members of 
the Senate to assist in the work of any committee. 

The Committee on Rules and Administration shall establish positions, 
set compensation and benefits, appoint employees, and authorize expense 
reimbursement as it deems proper to carry out the work of the Senate. 

The Committee on Rules and Administration may authorize members 
of the Senate and personnel employed by the Senate to travel and to attend 
courses of instruction or conferences for the purpose of improving and 
making more efficient Senate operation and may reimburse these persons 
for the costs thereof out of monies appropriated to the Senate for the 
standing committees. 

All members of activated standing committees or subcommittees of the 
Senate, and staff, shall be reimbursed for all expenses actually and nec­
essarily incurred in the performance of their duties during the interim in 
the manner provided by law. Payment shall be made by the Secretary of 
the Senate out of monies appropriated to the Senate for the standing com­
mittees. The Committee on Rules and Administration shall determine the 
amount and manner of reimbursement for living and other expenses of each 
member of the Senate incurred in the performance of his duties when the 
Legislature is not in regular session 

The Secretary of the Senate shall continue to perform his duties during 
the interim. During the interim, but not including time which may be spent 
in any special session, the Secretary of the Senate shall be paid for services 
rendered the Senate at the rate established for that position for the 1988 
regular session, unless otherwise directed by the Committee on Rules and 
Administration, plus travel and subsistence expense incurred incidental to 
his Senate duties, including salary and travel expense incurred in attending 
meetings of the American Society of Legislative Clerks and Secretaries 
and the National Conference of State Legislatures. 

Should a vacancy occur in the position of Secretary of the Senate, by 
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resignation or other causes, the Committee on Rules and Administration 
shall appoint an acting Secretary of the Senate who shall serve in such 
capacity during the remainder of the interim under the provisions herein 
specified. 

The Secretary of the Senate is authorized to employ after the close of 
the session, the employees necessary to finish the business of the Senate 
at the salaries paid under the rules of the Senate for the 1988 regular session. 
He is authorized to employ the necessary employees to prepare for the 
1989 session at the salaries in effect at that time. 

The Secretary of the Senate shall classify as "permanent" for purposes 
of Minnesota Statutes, Sections 3.095 and 43A.24, those Senate employees 
heretofore or hereafter certified as "permanent" by the Committee on Rules 
and Administration. 

The Secretary of the Senate, as authorized and directed by the Committee 
on Rules and Administration, shall furnish each member of the Senate 
with postage and supplies, and may reimburse each member for long dis­
tance telephone calls and answering services upon proper verfication of 
the expenses incurred, and for other expenses authorized from time to time 
by the Committee on Rules and Administration. 

The Secretary of the Senate shall correct and approve the Journal of the 
Senate for those days that have not been corrected and approved by the 
Senate, and shall correct printing errors found in the Journal of the Senate 
for the 75th Legislature. He may include in the Senate Journal proceedings 
of the last day, appointments by the Subcommittee on Committees to interim 
commissions created by legislative action, permanent commissions or com­
mittees established by statute, standing committees, official communica­
tions and other matters of record received on or after adjournment sine die. 

The Secretary of the Senate may pay election and litigation costs as 
authorized by the Committee on Rules and Administration. 

The Secretary of the Senate, with the approval of the Committee on 
Rules and Administration, shall secure bids and enter into contracts for the 
printing of the daily Senate journals, bills, general orders, special orders, 
calendars, resolutions, printing and binding of the permanent Senate Jour­
nal, shall secure bids and enter into contracts for remodeling. improvement 
and furnishing of Senate office space, conference rooms and the Senate 
Chamber and shall purchase all supplies, equipment and other goods and 
services necessary to carry out the work of the Senate. Any contracts in 
excess of $5,000 shall be signed by the Chair of the Committee on Rules 
and Administration and another member designated by the Committee on 
Rules and Administration. 

The Secretary of the Senate shall draw warrants from the legislative 
expense fund in payment of the accounts herein referred to. 

All Senate records, including committee books, are subject to the direc­
tion of the Committee on Rules and Administration. 

The Senate Chamber, retiring room, committee rooms, all conference 
rooms, storage rooms, Secretary of the Senate's office, Rules and Admin­
istration office, and any and all other space assigned to the Senate shall 
be reserved for use by the Senate and its standing committees only and 
shall not be released or used for any other purpose except upon authorization 
of the Secretary of the Senate with the approval of the Committee on Rules 
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and Administration, or the Chair thereof. 

The custodian of the Capitol shall continue to provide parking space 
through the Secretary of the Senate for members and staff of the Minnesota 
State Senate on Aurora Avenue and other areas as may be required during 
the interim. The Secretary of the Senate may deduct from the check of any 
legislator or legislative employee a sum adequate to cover the exercise of 
the parking privilege herein defined in conformity with the practice of the 
department of Administration. 

The question was taken on the adoption of the resolution. 

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

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

Davis Jude 
Decker Knaak 
DeCramer Knutson 
Dicklich Kroening 
Diessner Langseth 
Frank Lantry 
Frederick Larson 
Frederickson,·o,J. Luther 
Frederickson, D.R. Marty 
Freeman McQuaid 
Hughes Mehrkens 
Johnson, D.E. Merriam 
Johnson, DJ. Metzen 

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

The motion prevailed. So the resolution was adopted. 

Renneke 
Schmitz 
Solon 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 

MOTIONS AND RESOLUTIONS - CONTINUED 

Mr. Moe, R.D. introduced-

Senate Resolution No. 156: A Senate resolution relating to notifying the 
House of Representatives the Senate is about to adjourn sine die. 

BE IT RESOLVED, by the Senate of the State of Minnesota: 

That the Secretary of the Senate shall notify the House of Representatives 
the Senate is about to adjourn sine die. 

Mr. Moe, R.D. moved the adoption of the foregoing resolution. The 
motion prevailed. So the resolution was adopted. 

Mr. Moe, R.D. introduced-

Senate Resolution No. 157: A Senate resolution relating to notifying the 
Governor the Senate is about to adjourn sine die. 

BE IT RESOLVED, by the Senate of the State of Minnesota: 

That the Secretary of the Senate shall notify The Honorable Rudy 
Perpich, Governor of the State of Minnesota, the Senate is ready to adjourn 
sine die. 

Mr. Moe, R.D. moved the adoption of the foregoing resolution. The 
motion prevailed. So the resolution was adopted. 

Mr. Moe, R.D. moved that Senate Resolution No. 154 be taken from the 
table. The motion prevailed. 

Senate Resolution No. 154: A Senate resolution commemorating the lives 
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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. 

[93RDDAY 

WHEREAS, those in public office need an uncommon dedication to meet 
the demands upon their time, resources, and talents; and 

WHEREAS, in the history of the Minnesota Senate, there have been 
countless Senators who have left a heritage of noble deeds, thoughts, and 
acts; and 

WHEREAS, in their endeavors to legislate for the common good of the 
people of this state, they strove to represent fairly the rights of the people; 
and 

WHEREAS, their spirits continually challenge, enlighten, and encourage 
those who remain to exercise the work of government; and 

WHEREAS, Senators of today take courage and inspiration from those 
noble servants of another time who saw it better to serve than to be served, 
and to work honestly and diligently for the common good; NOW, 
THEREFORE, 

BE IT RESOLVED by the Senate of the State of Minnesota that it rec­
ognizes the tremendous contributions of the following 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, and The Honorable Paul A. Thuet, Jr. 
Their dedication to the public good is a source of inspiration to, and is 
worthy of emulation by, their present-day colleagues. 

BE IT FURTHER RESOLVED that the Secretary of the Senate is directed 
to prepare enrolled copies of this resolution, to be authenticated by his 
signature and that of the Chairman of the Senate Rules and Administration 
Committee and present them to appropriate relatives of those commemo­
rated by this resolution. 

Mr. Moe, R.D. moved the adoption of the foregoing .resolution. The 
motion prevailed. So the resolution was adopted. 

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 Files, herewith returned: S.F. Nos. 1618, 2221 and 2321. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned April 25, 1988 
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Mr. President: 

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

S.F. 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. 

There has been appointed as such committee on the part of the House: 

Carlson, D.; Jennings and Solberg. 

Senate File No. 2292 is herewith returned to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned April 25, 1988 

MOTIONS AND RESOLUTIONS - CONTINUED 

RECONSIDERATION 

Mr. Moe, R.D. moved that the vote whereby H.F. No. 2590 was passed 
by the Senate on April 25, 1988, be now reconsidered. The motion prevailed. 

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 com­
putation, administration, and payment of aids, credits, and refunds; limiting 
taxing powers; transferring and imposing governmental powers and duties; 
making technical corrections and clarifications; providing bonding author­
ity to Hennepin county, Ramsey county, the city of Little Falls, and the city 
of Shafer; authorizing establishment of special service districts in the cities 
of Robbinsdale, Minneapolis, and White Bear Lake; imposing penalties; 
appropriating money and reducing appropriations; amending Minnesota 
Statutes 1986, sections 62E.13, by adding a subdivision; 69.031, subdi­
vision 3; 183.411, subdivisions I, 3, and by adding a subdivision; 183.466; 
183.51, subdivisions 4, 7, and 10; 237 .075, subdivision 8; 256. 72; 256.81; 
256.82, subdivision l; 256.863; 256.871, subdivision 6; 256.935, subdi­
vision I; 256.991; 256B.041, subdivisions 5 and 7; 256B.05, subdivision 
I; 256B.19, subdivision 2; 256D.03, subdivision 6; 256D.04; 256D.36, 
subdivision I; 270.075, subdivision 2; 270.41; 270.70, subdivision I; 271.01, 
subdivision 5; 273.01; 273.05, subdivision l; 273.061, subdivision 2; 
273.112, subdivisions 3 and 6; 273.121; 273.124, subdivisions 1 and 6; 
273.13, by adding a subdivision; 273.1315; 273.40; 275.07, by adding a 
subdivision; 275.08, by adding subdivisions; 275.51, subdivision 3f, and 
by adding a subdivision; 277.05; 277.06; 279.01, subdivision 3; 287.21, 
by adding a subdivision; 290.01, by adding subdivisions; 290.06, by adding 
a subdivision; 290.067, subdivision l; 290.39, by adding a subdivision; 
290.50, subdivision 3; 290.92, subdivision 21; 290. 931, subdivision I; 
290.934, subdivisions 1, 3, and by adding a subdivision; 290A.03, sub­
division 7; 290A.04, by adding a subdivision; 297.01, by adding a sub­
division; 297.03, subdivision 12, and by adding a subdivision; 297.041, 
subdivision I; 297.06, subdivisions I, 2, 3, and by adding a subdivision; 
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297.08, subdivision I; 297.12, subdivision I; 297.35, by adding a sub­
division; 297A.15, subdivisions I and 5; 297A.16; 297A.17; 297A.21; 
297A.25, subdivision 5, and by adding subdivisions; 297A.256; 297A.35, 
subdivision I; 297C.02, subdivisions 3 and 4; 297C.03, by adding a sub, 
division; 297C.07; 297D.08; 298.223; 298.28, subdivisions 3 and 6; 299.01, 
subdivision I; 303.03; 329.11; 349.12, subdivision 18, and by adding 
subdivisions; 349.2121, subdivisions I, 2, 5, and by adding a subdivision; 
349.22, subdivision I, and by adding subdivisions; 373.40, subdivision 4; 
375.192, subdivision I; 387.212; 393.07, subdivision 2; 473.843, subdi­
vision 2; 473E02, by adding a subdivision; 473E07, subdivisions 4 and 5; 
473E08, subdivisions I, 3, 3a, 5, and 10; 473EI0; 477A.0ll, by adding 
subdivisions; 477A.015; and 507.235, subdivision l; Minnesota Statutes 
1987 Supplement, sections 16A.15, subdivision 6; 16A.1541; 60A.15, 
subdivision l; 60E.04, subdivision 4; 69.021, subdivision 5; 69.54; 124.155, 
subdivision 2; 124.2131, subdivision 3; 124.2139; 124A.02, subdivisions 
3a and 11; 256.01, subdivision 2; 256B.091, subdivision 8; 256B.15; 256B. !9, 
subdivision 1; 256B.43 I, subdivision 2b; 256D.03, subdivision 2; 256G.01, 
subdivision 3; 256G.02, subdivision 4; 256G.04, subdivision I; 256G.05; 
256G.07; 256G. 10; 256G. ll; 270.485; 272.01, subdivision 2; 272.02, sub­
division I; 272.115, subdivision 4; 272.121; 273.061, subdivision I; 
273.1102, by adding a subdivision; 273.1195; 273.123, subdivisions 4 and 
5; 273.124, subdivisions 8, 11, and 13; 273.13, subdivisions 15a, 22, 23, 
24, 25, and 31; 273.135, subdivision 2; 273. 1391, subdivision 2; 273.1392; 
273.1393; 273.165, subdivision 2; 273.37, subdivision 2; 274.01, subdi­
vision I; 275.07, subdivision l; 275.50, subdivisions 2 and 5; 275.51, 
subdivisions 3h and 3i; 276.04; 276.06; 279.01, subdivision I; 290.01, 
subdivisions 3a, 4, 5, 7, 19, 19a, 19b, 19c, 19d, 19e, 20, and 29; 290.015, 
subdivisions 1, 2, 3, and 4; 290.032, subdivision 2; 290.06, subdivisions 
I, 2c, and 21; 290.081; 290.092, subdivisions 3, 4, 5, and by adding a 
subdivision; 290.095, subdivisions I, 2, 3, and by adding a subdivision; 
290.10; 290.17, subdivisions 2 and 4; 290.191, subdivisions 1, 4, 5, 6, 
and 11; 290.21, subdivisions 3 and 4; 290.34, subdivision 2; 290.35, 
subdivision 2; 290.37, subdivision I; 290.371, subdivisions I, 3, 4, and 
5; 290.38; 290.41, subdivision 2; 290.491; 290.92, subdivisions 7 and 15; 
290.934, subdivision 2; 290.9725; 290A.03, subdivisions 3, 13, 14, and 
15; 290A.04, subdivisions 2 and 2b; 290A.06; 295.32; 295.34, subdivision 
I; 297.01, subdivisions 7 and 14; 297.03, subdivision 6; 297.11, subdi­
vision 5; 297A.01, subdivision 3; 297A.212; 297A.25, subdivisions 3 and 
11; 297B.03; 297C.04; 298.01, subdivisions 3 and 4; 298.22, subdivision 
l; 298.2213, subdivision 3; 349.212, subdivisions I and 4; 349.2121, 
subdivisions 4a and 10; 349.2122; 349.2123; 393.07, subdivision 10; 
469.170, by adding a subdivision; 469.174, subdivisions 2, 7, 10, 11, and 
by adding subdivisions; 469.175, subdivisions I, 2, 3, 4, and by adding 
subdivisions; 469.176, subdivisions I, 4, 5, and 6; 469.177, subdivisions 
I, 3, 4, and by adding subdivisions; 469.179; 473.446, subdivision l; 
473E02, subdivision 4; 473E05; 473E06; 473E07, subdivision I; 473E08, 
subdivisions 2, 4, and 6; 475.53, subdivision 4; 475.61, subdivision 3; 
477 A.013, subdivisions I, 2, and by adding subdivisions; and 508.25; 
Laws 1987, chapter 268, articles 3, section 12; 6, sections 53 and 54; Laws 
1988, chapter 516, section 3; proposing coding for new law in Minnesota 
Statutes, chapters 256, 270, 273, 275, 290, 290A, 297, 297C, 298, 349, 
375, and 424A; proposing coding for new law as Minnesota Statutes, chap­
ter 428A; repealing Minnesota Statutes 1986, sections 13.58; 124.2131, 
subdivision 4; 124.2137; 124.2139; 124A.031, subdivision 4; 256.965; 
272.64; 273.112, subdivision 9; 273.115; 273.116; 273.13, subdivisions 
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7a, 26, 27, 28, 29, and 30; 273.1311; 273.1315; 273.135, subdivision 5; 
273. 1391, subdivision 4; 275.035; 275 .49; 275 .50, subdivisions 3, 7, and 
8; 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; 297 A.15, subdivision 2; 297C.03, subdivision 5; 
298.401; 299.013; 477A.0ll, subdivisions 4, 5, 6, 7a, 10, 11, 12, 13, 
and 14; Minnesota Statutes 1987 Supplement, sections 256D.22; 273.1102, 
subdivision 2; 273. 1195; 273 .13, subdivisions 9 and I 5a; 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; 290.21, subdivision 8; 
290.371, subdivision 2; 290A.04, subdivision 2a; 296.02, subdivisions 2a 
and 2b; 296.025, subdivisions 2a and 2b; and 477 A.Oil, subdivision 7; 
Laws 1987, chapter 268, articles 3, section II; and 6, section 19. 

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 58 and nays 6, as follows: 

Those who voted in the affirmative were: 

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

Those who voted in the negative were: 

Belanger 
Knutson 

McQuaid Merriam 

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

Olson 

So the bill passed and its title was agreed to. 

Ramstad 
Reichgott 
Renneke 
Schmitz 
Spear 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 

Storm 

MOTIONS AND RESOLUTIONS - CONTINUED 

RECONSIDERATION 

Mr. Chmielewski moved that the Senate reconsider and recede from its 
position to not concur in the House amendments to S.E No. 2292 on April 
25, 1988. The motion prevailed. 

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. 

CONCURRENCE AND REPASSAGE 

Mr. Chmielewski moved that the Senate concur in the amendments by 
the House to S.E No. 2292 and that the bill be placed on its repassage as 
amended. The motion prevailed. 

S. E No. 2292 was read the third time, as amended by the House, and 
placed on its repassage. 
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The question was taken on the repassage of the bill, as amended. 

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

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

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

Mr. Johnson, D.J. 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 
Schmitz 
Spear 
Storm 
Stumpf 
Taylor 
Vickerman 
Waldorf 
Wegscheid 

So the bill, as amended, was repassed 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.F. No. 1645: A bill for an act relating to Minnesota Statutes; correcting 
erroneous, ambiguous, omitted, and obsolete references and text; elimi­
nating certain redundant, conflicting, and superseded provisions; providing 
instructions to the revisor; making miscellaneous corrections to statutes 
and other laws; amending Minnesota Statutes 1986, sections IOA.01, sub­
divisions 5 and 18; 13.46, subdivision 2; 116.44, subdivision I; 121.931, 
subdivision 5; 126.70, subdivision 2; 127.35; 129B.40, subdivision I; 
145.921; 157.03; 176.081, subdivision I; 176.101, subdivision3e; 176.421, 
subdivision 7; 205 .065, subdivision I; 205 .18, subdivision 2; 245. 77; 
256.991; 268.04, subdivision 32; 273.124, subdivision 6; 290.05, subdi­
vision 3; 290.50, subdivision 3; 290. 92, subdivision 23; 308.11; 383B.229; 
473.605, subdivision 2; 473.845, subdivision I; 485.018, subdivision 2; 
515A.3-115; 548.09, subdivision 2; 611A.53, subdivision I; Minnesota 
Statutes 1987 Supplement, sections 16A.26; 16A.661, subdivision 3; l05.81; 
120.05, subdivision 2; 124.646, subdivision I; l 29B.39; 136D. 71; 144.122; 
145A.07, subdivision I; 176.131, subdivision I; 214.0 I, subdivision 2; 
256.01, subdivision 2; 256B.69, subdivision 16; 256D.03, subdivision 4; 
2560.02, subdivision 4; 2560.06; 257.354, subdivision 4; 268.91, sub­
division 3e; 297.07, subdivision 3; 297.35, subdivision 3; 298.2211, sub­
division I; 352.01, subdivision 2b; 353.01, subdivision 2a; 383B. 77; 469.121, 
subdivision I; 469.129, subdivision I; 469.170, subdivisions I, 3, 7, and 
8; 471.562, subdivision 4; 471.563; 474A.02, subdivision 18; 525.94, 
subdivision 3; 582.041, subdivision 2; reenacting Minnesota Statutes 1987 
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Supplement, section 80A.14, subdivision 18; repealing Minnesota Statutes 
1986, sections 226.01; 226.02; 226.03; 226.04; 226.05; 226.06; 260.125, 
subdivision 6; 326.01, subdivision 21; 362A.08; repealing Laws 1965, 
chapter 267, section I; Laws 1971, chapter 830, section 7; Laws 1976, 
chapters 134, sections 2 and 30; 163, section 10; Laws 1977, chapter 35, 
section 8; Laws 1978, chapters 496, section I; 706, section 31; Laws 1979, 
chapters 48, section 2; 184, section 3; Laws 1981, chapter 271, section I; 
Laws 1982, chapter 514, section 15; Laws 1983, chapters 242, section I; 
247, sections 38 and 130; 289, section 4; 290, sections 2 and 3; 299, 
section 26; 303, sections 21 and 22; Laws 1985, First Special Session 
chapter 9, article 2, sections 81, 82, and 88; Laws 1986, chapters 312, 
section I; 400, section 43; 452, section 17; Laws 1986, First Special 
Session chapter 3, article I, sections 74 and 79; and Laws 1987, chapters 
268, article 5, section 5; 384, article 2, section 25; 385, section 7; 403, 
article 5, section I; 404, section 138. 

Senate File No. I 645 is herewith returned to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned April 25, 1988 

CONCURRENCE AND REPASSAGE 

Mr. Marty moved that the Senate concur in the amendments by the House 
to S.E No. 1645 and that the bill be placed on its repassage as amended. 
The motion did not prevail. 

MESSAGES FROM THE HOUSE - CONTINUED 

Mr. President: 

I have the honor to inform the Senate that the House of Representatives 
of the State of Minnesota is about to adjourn the 75th Session sine die. 

Edward A. Burdick, Chief Clerk, House of Representatives 

April 25, I 988 

MEMBERS EXCUSED 

Mr. Samuelson was excused from the Session of today. Mr. Dahl was 
excused from the Session of today at 2: 15 a.m. Mr. Cohen was excused 
from the Session of today from 8:00 p.m. to 1:30 a.m. 

ADJOURNMENT 

Mr. Moe, R.D. moved that the Senate do now adjourn sine die. The 
motion prevailed. 

Patrick E. Flahaven, Secretary of the Senate 




