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Comparison of House File 785 (3rd engrossment)/House File 785 (Senate unofficial engrossment) May 17, 2005 

HOUSE SENATE 

Art. 5, sec. 8. Same 

. No comparable provision 

i • .- I 

Art. 6 updates to same provisions of the American 
Jobs Create Act of2004 as Senate, and also to 
provisions of the Military Family Tax Relief Act of 
2003, the Medicare Prescription Drug, 
Improvement and Modernization Act of 2003, the 
Working Families Tax Relief Act of 2004, Public 
Law 109-1, relating to tsunami relief, and Public 

- Law 109-7, relating to federal disaster mitigation 
payments. 

·-···· ·- Art. 7, sec. 1. Same 

Art. 8, sec. 7. Same 

Sec. 1. Witholding on nonresident income. 
Requires partnerships, S corporations, and trusts to 
pay Minnesota withholding tax on Minnesota 
source income on a quarterly basis. Current law 
allows these to be paid annually. 

Sec. 2. Withholding by contractors. Requires 
businesses that hire individual independent 
contractors to perform construction work in 
Minnesota to withhold and remit to Minnesota two 

ercent of the amount they paid the independent 
contractors if the amount of the payment exceeds 
$600.00. 

This article selectively updates income tax law to 
incorporate changes enacted by Congress in the 
American Jobs Creation Act of 2004. This federal 
act contained numerous business provisions that 
limited business deductions, created new 
deductions, and was intended to close certain 
loopholes. 

Sec. 1. Contracts with foreign vendors. Requires 
the Department of Administration and the 
legislature to cancel contracts for goods or services 
with any vendors who have not registered to collect 
sales or use tax on their taxable sites in Minnesota. 
It also bars future contracts with such vendors by 
state agencies or the legislature. The prohibition 
does not apply to the judicial branch or higher 
education system, and it may be waived if the 
vendor is the exclusive provider of the goods or 
services being purchased, or in an emergency, or 
when it is in the best interests of the state to do so. 

Sec. 2. Liquor Tax. Imposes a gross receipts tax 
at a rate of 2.5 percent on the gross receipts from 
retail liquor sales. This tax is intended to replace 
the additional 2.5 percent sales tax on alcoholic 
beverages that will terminate on December 31, 
2005. 

Art. 7, sec. 18. Includes same language as Senate Sec. 3. Materials consumed in industrial 
(House makes additional unrelated changes) production. Provides that for purposes of the sales 

tax exemption for materials consumed in industrial 
production, industrial production will not include 
the transportation, transmission, or distribution of 
petroleum, liquified gas, natural gas, water or steam 
through pipes, or other means of transporting those 
products. 

Art. 7, sec. 19. Includes same language as Senate Sec. 4. Capital Equipment. Provides that the 

. : ·:y 

Article 3: Sales, Use, and Special Taxes- SF 1209 
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HOUSE SENATE 

(House makes additional unrelated changes) 

Art. 8, sec. 22. Same 

Art. 7, sec. 42. Same 

Art. 3, sec. 2. Same 

Art. 3, sec. 20. Similar. Minor word difference. 
Senate states that "no city's market value credit 
reimbursements are reduced to less than zero" while 
the House language references "2005 and 2006 
market value credit reimbursements". 

1 Definitions. (Note: Most of the definitions in 
section 1 are not new definitions but are moved to 
this definition section from elsewhere in the truth
in-taxation statute. New definitions are described 
below.) 

Subd. 5. Property tax levy subject to 
approval. "Property tax levy subject to 
approval" means a jurisdiction's entire levy 
excluding any debt levy and any levy that has 
previously been approved by the voters. 

Subd. 6. Debt levy. "Debt levy" means a 
levy for: bonded debt of the jurisdiction, 
certain certificates of indebtedness issued by 
the jurisdiction, payments to another taxing 
jurisdiction for general obligation debt, or 
payments to the State Armory Building 
Commission for armory construction bonds. 

Subd. 8. Jurisdiction subject to 
taxpayer satisfaction survey. "Jurisdiction 
subject to taxpayer satisfaction survey" 
means any county, or any city with a 
population of 500 or more. 

2 Levy for shared, merged, or consolidated 
services. Accelerates the deadline for finalizing 

sales tax exemption for purchases of capital 
equipment is also not available to machinery or 
equipment used in the transportation, transmission, 
or distribution of petroleum, liquified gas, natural 
gas, water or steam in or through pipes, or similar 
means of transporting those products. 

Sec. 5. Direct Business. Defines "direct business" 
for purposes of the insurance tax law to include, 
among other things, stop-loss insurance coverage. 

Sec. 6. Repealer. Eliminates the 2001 repealer of 
the car rental tax that had been scheduled to go: in 
effect after 2005. 

Sec. 1. Residential homestead market value · 
credit. Changes the computation of homestead 
market credits for residences that are part 
homestead and part nonhomestead, for example, 
when one of the owners or spouse of an owner does 
not occupy the property as a homestead. This 
provision will prorate the credit for partial 
occupancies by owners. 

Sec. 2. 2005 and 2006 City Aid Payments. 
Extends the market value credit reimbursement 
reductions that had occurred in 2003 for payments 
in 2005 and 2006. 

Article 3: Sales, Use, and Special Taxes- SF 1209 
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HOUSE SENATE 

levies for shared, merged, or consolidated services 
that are in the process of negotiation from: October· 
10 to October 1. 

3 Notice of proposed property taxes. Makes 
numerous changes in the notice of proposed 
property taxes: 

., Changes the timeframe for delivering 
notices to taxpayers to November 8 
through November 19. (Current 
timeframe is November 10 through 
November 24.) 

., Requires that all renters, tenants, and 
lessee's receive a copy of the proposed 
notice and taxpayer satisfaction survey. 
(Current law allows the landlord to post 
the notice in a conspicuous place on the 
premise or to mail or deliver a copy of 
the notice.) 

., Eliminates all references to required 
public meetings (since the public 
meeting requirement is eliminated) . 

., Makes minor changes in the way tax 
amounts are to be shown on the notice 
(due to space constraints). The only 
substantive changes are that the net taxes 
attributable to all special taxing districts 
are to be aggregated to a single line, and 
some levies that were allowed to be 
shown separately from a jurisdiction's 
general levy (e.g., Minneapolis Park and 
Recreation district) must now be 
included in the general levy . 

., Requires the notice to state the estimated 
amount of any additional tax that would 
apply pending successful passage of a 
referendum at the November general 
election . 

., Eliminates unnecessary language stating 
that if the taxpayer notices that the 
property is listed as nonhomestead and 
can prove that the property qualifies for 
homestead treatment, the classification 
will be changed . 

., Accelerates the deadline for landlords to 
notify tenants of the contents of the 
truth-in-taxation statement for the 
property from November 27 to 
November 22. 

., Authorizes counties, cities, and schools 
to include supplemental information 
with the notice of proposed property 
taxes, with the consent of the county 
auditor. Contains a listing of what 

Art. 4, Sec. 11 (T AX3). Authorizes same 
supplemental information. 

Article 1: Taxpayer Satisfaction Survey 
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HOUSE SENATE 

information may be included. 

4 Taxpayer satisfaction. survey. (a) Requires a 
taxpayer satisfaction survey form to be attached to 
or enclosed with each TnT notice. The form is 
required to include a property description or code 
that allows the property to be uniquely identified 
[Note: the identifying code requirement does not 
become effective until taxes payable in 2007.] 

(b) The question presented on the survey form is 
whether the respond~nt is satisfied with the 
proposed levy (for each jurisdiction subject to the 
taxpayer satisfaction survey); space is to be 
provided to answer either "Yes " or "No." The 
form is required to state that if the number of 
respondents answering "No" exceeds the threshold 
required in section 7, a referendum will be held on 
the proposed tax increase. [Note: the requirement 
for the form to state that a critical number of"No" 
responses would trigger a referendum election is not 
effective until taxes payable in 2007.] 

( c) The mailing is required to include a 
preaddressed envelope for responding to the survey; 
postage to return the survey must be provided by 
the taxpayer. Survey responses must be received by 
December 1, in order for them to be counted as to 
whether or not a referendum is triggered. 

5 Additional information to be included on survey 
form. The survey form is required to show the 
proposed budget and the proposed property tax levy 
subject to approval, along with the corresponding 
amounts for the current year, for each jurisdiction 
subject to the taxpayer satisfaction survey. The 
requirement in current law for this kind of 
information to be shown in a newspaper 
advertisement is eliminated. 

6 Format of taxpayer satisfaction survey. The 
commissioner of revenue prescribes the format of 
the survey form and presents the form to the chairs 
of the House and Senate Tax Committees for 
review. 

7 Results of taxpayer satisfaction survey. (a) The 
agency designated to receive taxpayer satisfaction 
surveys under section 8 must verify the authenticity 
of the responses received to the extent possible, and 
tabulate the survey results for each subject 
jurisdiction. If at least twenty percent of 
respondents indicate that they are not satisfied with 
a jurisdiction's proposed levy, a referendum 
election is automatically scheduled for the last 
Tuesday in January (if the proposed levy subject to 
taxpayer satisfaction survey is greater than the 
corresponding levy for the current year). The 
designated agency announces the results of the 
survey by December 8 of each year. 

(b) Provides that if the county auditor determines 
Article 1: Taxpayer Satisfaction Survey 
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that a single person or entity owns more than 10 
percent of the parcels of property within a 
jurisdiction subject to the survey, then the number 
of responses indicating dissatisfaction with the 
proposed levy must exceed the percentage owned 
by the single person or entity plus 20 percent of the 
total number of proposed notices in order to initiate 
the referendum process under paragraph (a). 

Note: the portion of this section pertaining to 
triggering a referendum election does not become 
effective until taxes payable in 2007. 

8 Designated agency. For taxes payable in 2006, the 
county is the designated agency for receiving and 
tabulating taxpayer satisfaction surveys. For each 
subsequent year, the commissioner of revenue 
announces the designated agency or agencies by 
January 1 of the year preceding the year in which 
the proposed taxes are payable. 

9 Costs of proposed property tax notices and 
taxpayer satisfaction surveys. Allows the county 
to apportion the costs of preparing and mailing 
proposed property tax notices and taxpayer 
satisfaction surveys as follows: one-third to the 
county, one-third to the cities and towns in the 
county, and one-third to school districts in the 
county. 

Note: this is the same way that costs are currently 
allocated for TnT notices. 

10 Certification of compliance. Provides that if a 
taxing jurisdiction does not comply with Truth-in
taxation requirements, its levy will be certified as its 
previous year's levy plus any additional amounts 
necessary to fund a required increase in the 
jurisdiction's debt levy. 

11 Recertification of proposed levy. Allows a 
jurisdiction that is required to hold a referendum 
election based on responses to its taxpayer 
satisfaction survey to recertify its levy by December 
15, so that the portion of the recertified levy subject 
to voter approval is the same as it is for the current 
year. Such a recertification would automatically 
cancel the referendum election. 

Note: this section is effective for taxes payable in 
2007 and thereafter. 

12 Levy approval; referendum. Formally requires 
that a levy requiring voter approval under the 
provisions of this bill may be imposed only upon 
approval of a majority of those voting at the special 
election to be held on the last Tuesday in January. 
If the referendum election is not successful, the levy 
certified is the levy subject to voter approval for the 
current year plus any additional amounts for 
increases in the levy not subject to voter approval 
(i.e., debt levies and levies previously approved by 

Article 1: Taxpayer Satisfaction Survey 
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voters). States that a levy approved under this 
subdivision is to be levied against net tax capacity. 

Note: this section is effective for taxes payable· in 
2007 and thereafter. 

13 Certification of levy. Changes slightly the date for 
final levy certification to December 28 (instead of 
five working days after December 20). A 
jurisdiction whose levy is subject to a referendum 
certifies two levy amounts on December 28, one 
amount if the referendum election is successful and 
another amount if the referendum election is not 
successful. Requires a jurisdiction whose levy is 
subject to a referendum election to make its final 
levy certification the day following the election. 

Note: this section is effective for taxes payable in 
2007 and thereafter. 

14 Repealer. Repeals the requirement for a 
jurisdiction to: 

~ publish a notice of its proposed budget 
and levy amounts in the local 
newspaper. 

~ hold public hearings prior to adopting 
final certified levy amounts, and 
specifying how the hearings are to be 
conducted. 

Effective for taxes payable in 2006 and thereafter. 

No comparable provision. 

Art. 2, Sec. 51 establishes a pilot program for an 
alternative tax base for school capital levies. 

No comparable provision. 

Art. 8, Sec. 1-2 (T AX2). Soil and Water Districts 
Levy Authorization. Allows a soil and water 
conservation district to levy as a special taxing 
district if the county authorizes the levy. This 
decision is an annual one. The levy is limited to 
0.048 percent of taxable market value or $750,000, 
whichever is less. This amount would be used for 
general administrative expenses of the soil and 
water conservation district. A levy is also permitted 
for the implementation of projects of the district or 
to match grants. The supervisors of the district are 
required to hold a public hearing after published 
notice in a general circulation newspaper before 
adopting a budget if levies are authorized. No 
specific effective date. 

Art. 8, Sec. 3-6 (T AX2). School Capital Levies. 
Permits school districts that are considering capital 
levies to choose to impose the levy on either net tax 
capacity or on referendum market value. Under 
current law, capital levies are imposed on net tax 
capacity only. Debt service equalization will 
continue to be based on net tax capacity so there 
will be no distributional impacts between districts. 

Art. 8, Sec. 7-10 (TAX2). Referendum 
Equalization. Provides a new definition of "local 

Article 1: Taxpayer Satisfaction Survey 
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HOUSE SENATE 

No comparable provision. 

No comparable provision. 

No comparable provision. 

No comparable provision. 

t~LQ;~ 
~·v 

No comparable provision. 

No comparable provision. 

No comparable provision. 

effort level" for referendum equalization that 
includes income tax revenues from a school district 
referendum imposed on income tax liability under 
section 56. 

Art. 8, Sec. 11 (T AX2). Referendum Ballot and 
Notice. Provides optional ballot language for 
income tax based referenda stating that voting yes 
on the ballot question may result in an income tax 
increase. A referendum may be conducted on the 
question of converting an existing property tax levy 
to an income tax. Notices of an income tax 
referendum must be mailed to taxpayers shown to 
be domiciled in the district. Space must be 
provided on the individual income tax form for 
taxpayers to identify their school district domicile. 
Surplus ballot language is eliminated. 

Art. 22, Sec. 1 (T AX3). Equalized debt service 
levy. Changes the tax base used to calculate school 
debt service equalization aid from adjusted net tax 
capacity to "debt service net tax capacity," defined 
in section 2. 

Art. 22, Sec. 2 (T AX3). Debt service net tax 
capacity definition. Defines debt service net tax 
capacity as a school district's net tax capacity 
adjusted by an alternative sales ratio calculated 
based on estimated market value rather than taxable 
market value. Basing the sales ratio on estimated 
market value removes the effects of limited market 
value and Green Acres. 

Art. 22, Sec. 3 (T AX3). Debt service net tax 
capacity calculation. Requires the Commissioner 
of Revenue to calculate the alternative sales ratio 
for each district by comparing the sales price to the 
estimated market value of the property. 

Art. 8, Sec. 13 (TAX2). Commissioner to notify 
county auditor. Requires the Commissioner of 
Transportation to notify the county auditor of 
property acquired by the Department of 
Transportation. 

Art. 22, Sec. 4 (TAX3). Chemical dependency 
consolidated fund. Provides for reductions of 
county CCDTF maintenance of effort liability. 
Maintenance of effort requirements are limited to 
55 percent in fiscal year 2005 and are reduced by 
five percent per year until maintenance of effort 
liability is eliminated. There is no change to the 
requirement that the normal county share of 
CCDTF liability is 15 percent. 

Art. 8, Sec. 14 (T AX2). Wind energy conversion 
systems. Provides that if approved by the county 
where the property is located, the value of land on 
which a wind energy conversion system is located 
must not be increased or decreased for property tax 
purposes. The land must be classified based on the 
most probable use of the property if it were not 

Article 2: Property Taxes 
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improved with the wind energy conversion system. 
Effective for payable 2006 and thereafter. 

1 Biomass generation facility-Benson. Extends the Art. 8, Sec. 15 (TAX2). Same 
date by two years, from 2003 to 2005,that 
construction must begin by in order for a facility to 
qualify for a personal property tax exemption 

A personal property exemption was granted by the 
2001 Legislature for this plant that was proposed to 
be built in the City of Benson (Swift County). It 
was designed to use poultry litter as a primary fuel 
source and was to be constructed for the purpose of 
generating power to satisfy a portion of power sold 
under the Prairie Island biomass mandate. 
Construction was to begin by December 31, 2002. 
The 2003 Legislature amended the construction date 
to December 31, 2003. This section provides an 
additional two years. 

Effective payable in 2006 and thereafter. 

2 Hydroelectric generation facility-Minneapolis. Art. 22, Sec. 5 (T AX3). 
Extends the date by two years (J an.1/2005 to Jan. 1, 
2007) that construction must begin in order for a 
facility to qualify for a personal property tax 
exemption 

A personal property exemption was granted by the 
2002 Legislature for this plant proposed to be built 
in the City of Minneapolis. It was a 3.2 megawatts 
run-of-the-river hydroelectric generation facility. 
Construction was to begin by January 1, 2004. The 
2003 Legislature amended the construction date to 
January 1, 2005. This section provides an 
additional two years, and deletes the requirement 
that the facility be located on publicly owned land. 

Effective for taxes payable in 2006 and thereafter. 

3 Electric generation facility personal property- Art. 8, Sec. 18 (TAX2). 
Faribault. (a) Exempts from personal property tax 
attached machinery and other personal property 
which is part of an electric generation facility that 
exceeds 150 megawatts of installed capacity 
(natural gas), owned and operated by a municipal 
power agency as defined in section 453.52, 
subdivision 8; has received the certificate of need, is 
located outside the seven county metropolitan area; 
and is designed to be a combined-cycle facility. 

(b) Provides that to qualify, an agreement must be 
negotiated between the municipal power agency and 
the host city for a payment in lieu of property taxes 
to the host city. 

Current law provides that municipal power agencies 
(i.e., MP As) are required to pay in lieu payments to 
each taxing authority within whose taxing 
jurisdiction its property is situated. This section 
exempts this facility from these in lieu payments to 
all taxing jurisdictions, and instead, requires that the 

Article 2: Property Taxes 
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MP A negotiate an in lieu payment with the host city 
(paragraph b). 

This exemption is for a proposed facility in the City 
of Faribault (Rice County.) 

Effective for taxes payable in 2006, and thereafter. 

Electric generation facility personal property
Cannon Falls. (a) Exempts from personal property 
tax attached machinery and other personal property 
which is part of a proposed simple-cycle 
combustion-turbine electric generation facility that 
exceeds 290 megawatts of installed capacity, that 
uses natural gas, not be owned by a public utility, at 
certain location outside of the seven county 
metropolitan area; and designed to provide peaking 
capacity energy and ancillary services that have 
satisfied the certificate of need requirements. 

(b) Provides that construction of facility must be 
commenced after January 1, 2005, and before 
January 1, 2009. Exemption is for a proposed 290 
megawatts plant in Cannon Falls (Goodhue 
County.) 

Local approval by county, city, and school district 
was inadvertently left out of the House bill (adopted 
in Division). 

Effective for taxes payable in 2007, and thereafter. 

Art. 8, Sec. 25 {T AX2). Same facility. Both 
section 25 and section 17 relate to the proposed 
Cannon Falls facility. Section 17 should be 
eliminated except that the local approval clause is 
only in section 17. 

Art. 8, Sec. 17 (T AX2). 

5 Electric generation facility personal property- Art. 8, Sec. 24 {TAX2). Same 
Shakopee. (a) Exempts from personal property tax 
attached machinery and other personal property part 
of an existing simple-cycle, combustion-turbine 
electric generation facility that exceeds 300 
megawatts of installed capacity, designed to utilize 
natural gas, owned by a public utility, designed to 
provide peaking, emergency backup, or contingency 
services, and satisfies a resource need (renewable 
energy); and has received approval from the county 
and city for the exemption. 

(b) Provides that construction of facility must be 
commenced after January 1, 2004, and before 
January 1, 2005. Exemption is for the new attached 
machinery and personal property for the expansion 
of an existing plant in Shakopee (Scott County.) 

Effective for taxes payable in 2006, and thereafter. 

6 Electric generation facility personal property- Art. 8, Sec. 23 (TAX2). Same 
Cambridge. (a) Exempts from personal property 
tax attached machinery and other personal property 
which is part of a single-cycle combustion-turbine 
electric generation facility that exceeds 150 
megawatts of installed capacity, utilizes natural gas, 
owned by an electric generation and transmission 
cooperative; at specific location, provides peaking, 
emergency backup, or contingency services; has 
received a certificate of need, and has received the 

Article 2: Property Taxes 
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approval from county and township for exemption. 

This exemption is for a proposed generating facility 
is to be built by Great River Energy in the City of 
Cambridge (Isanti County.) Construction of the 
facility must be commenced after January 1, 2005, 
and before January 1, 2009. 

Effective for taxes payable in 2007, and thereafter. 

7 Electric generation facility personal property- Art. 22, Sec. 6 (T AX3). Same 
Blooming Grove Township. Exempts from 
personal property tax the attached machinery and 
other personal property which is part of a simple-
cycle or combined-cycle, combustion-turbine 
electric generation facility that does not exceed 325 
megawatts of installed capacity, that utilizes natural 
gas, connected to an existing 115-kilovolt high-
voltage electric transmission line, located on an 
underground natural gas storage aquifer, designed 
as either a peaking or intermediate load facility; and 
has received the approval from the county for the 
personal property exemption. 

This facility is proposed to be built in Blooming 
Grove Township (Waseca County.) Construction of 
the facility must be commenced after January 1, 
2006, and before January 1, 2008. 

Effective for taxes payable in 2006, and thereafter. 

No comparable provision. 

No comparable provision. 

Art. 8, Sec. 16 (T AX2). Electric generation 
facility personal property. Alters the 
requirements that apply to a personal property 
exemption for an electric generation facility that 
was enacted in 2003. The capacity of the facility is 
reduced from 550 megawatts to 300 megawatts. 
Current law provides that the exemption applies to a 
facility at which construction is begun between 
January 1, 2004, and December 31, 2006. This 
section provides that any expansion of the facility 
would be eligible for the exemption, without regard 
to the date when the construction of the expansion 
begins. This provision is for Calpine, that is located 
in Mankato (Blue Earth County). 

Effective for payable in 2006, and thereafter. 

Art. 8, Sec. 19 (T AX2). Biomass electric 
generation facility personal property. Provides 
an exemption for attached machinery and other 
personal property that is part of an electric 
generation facility that generates up to 30 
megawatts of installed capacity. The facility must 
be designed to utilize at least 90 percent waste 
biomass as a fuel, not be owned by a public utility, 
be located within a city of the first class, have its 
primary location at a former garbage transfer 
station, and be designed to have the capability to 
provide baseload energy and district heating. 

Construction of the proposed facility, which will be 

Article 2: Property Taxes 
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No comparable provision. 

Electric generation facility; efficiency 
determination and certification. Clarifies the 
formula for determining a plant's efficiency for the 
market value exclusion under this section. It uses a 
ratio of energy output to energy input during normal 
base load operation. 

Effective for taxes payable in 2006, and thereafter. 

located in Minneapolis must be commenced 
between January 1, 2004, and December 31, 2007. 

Effective for taxes payable in 2006, and thereafter. 

Art. 8, Sec. 20 (TAX2). Electric generation 
facility personal property. Provides an exemption 
for attached machinery and other personal property 
that is part of either a simple cycle, combustion 
turbine that provides at least 150 megawatts, or a 
combined cycle, combustion turbine that provides at 
least 225 megawatts of installed capacity. The 
facility must be designed to use natural gas, not be 
owned by a public utility, be located in a 
metropolitan county that has a population between 
190,000 and 225,000, meet certain location criteria, 
be designed to provide energy and ancillary 
services, and received a certificate of need for a 
large energy facility. 

Construction of the proposed facility, which will be 
located in Cottage Grove (Washington County), 
must begin between January 1, 2005, and December 
31, 2007. 

Effective payable in 2006, and thereafter. 

Art. 22, Sec. 7 (T AX3). Same, except the 
requirement for the commissioner of commerce to 
determine the facilities efficiency every two years 
and certify it to the commissioner of revenue is 
eliminated. 

9 Electric generation facility; sliding scale Art. 22, Sec. 8 (T AX3). Same 
exclusion. Increases the threshold for a generating 
facility to qualify for the sliding scale market value 
exclusion from 35 percent to 40 percent, and 
increases the exclusion for each percentage point 
above the threshold from 5 percent to 8 percent. 
This increase is to update the sliding scale exclusion 
to today's efficiency standards, given the new 
technology currently available. This has not been 
updated since it was enacted in 1996. 

Effective for taxes payable in 2006, and thereafter. 

10 Personal property tax exemption; electric No comparable provision. 
generating plants. Provides an automatic personal 
property exemption for new electric generating 
plants and additions to capacity for existing plants. 

Subd. 1. New electric generating plants. 
Exempts personal property of electric 
generating plants built after January 1, 2005, 
.if a siting agreement signed by the utility and 
the host county and city or town is filed with 
the commissioner. 

Subd. 2. Existing plants with increase 
in nameplate capacity. Provides a partial 
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exemption for existing electric generating 
plants that increase nameplate capacity after 
final enactment. Requires a siting agreement 
signed by the utility and the host county and 
city or town to be filed with the 
comm1ss10ner. 

Subd. 3. In-lieu payments; limitation. 
Provides that if in-lieu payments or service 
fees have been negotiated between the facility 
and the host county, city or town, the 
payment or fee may not exceed the amount of 
property tax revenue that the jurisdiction 
would have derived from the facility if it were 
not exempt. 

Subd. 4. Definitions. Defines "personal 
property" as tools, implements, and 
machinery of the generating plant. The 
exemption does not apply to transformers, 
transmission lines, distribution lines, and 
substations. 

No comparable provision. 

No comparable provision. 

Art. 8, Sec. 21 {TAX2). Personal rapid transit 
system. Provides that property used in the 
operation and support of a personal rapid transit 
system is exempt, provided that the system provides 
service to the public on a continuous basis and is 
operated independent of any government subsidies. 
Effective for taxes payable in 2006, and thereafter. 

Art. 8, Sec. 22 {T AX2). Qualified Elderly Living 
Facility. Provides that an elderly living facility is 
exempt from the property tax if it: 

~ is located in the city of the first class 
with a population of more than 350,000; 

~ is owned and operated by a nonprofit 
corporation, or by a limited liability 
company, or the sole member of which 
is a nonprofit corporation; 

~ consists of no more than 60 living units; 

~ the owner of the facility is an affiliate of 
entities that own and operate assisted 
living and skilled nursing facilities 
located across the street from the 
facility, adjacent to a church, include an 
congregate dining program, and provide 
assisted living or similar social and 
physical support; 

~ the residents of the facility must be at 
least 62 years of age or handicapped; 
and 

~ at least 20 percent of the units in the 
facility must be occupied by persons 
whose annual income does not exceed 
50 percent of median family income for 
the area, or at least 40 percent of the 
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Supermajority vote to transfer authority. 
Provides that the election to have the county 
assessor assess a township or city in the county that 
currently has its own local assessor requires at least 
a two-thirds majority vote of the county board. 
Current law requires a majority vote. 

Training and education of property tax 
personnel. Requires every assessor to attend and 
participate in a seminar that focuses on ethics, 
professional conduct and the need for standardized 
assessment practices at least once every four years. 
The seminar is to be developed and given by the 
commissioner of revenue. Effective the day 
following final enactment. 

Limited market value. Extends the phase-out 
schedule of LMV for two years and expands LMV 
to cover all types of property. For taxes payable in 
2006 and 2007, increases in taxable property value 
are limited to 15 percent, or 25 percent of the 
difference between the current value and the 
previous year's limited value. These are the same 
parameters that are in effect for taxes payable in 
2005. Under the revised phase-out schedule, the 
last year of limited market value is assessment year 
2008 (taxes payable year 2009). 

units in the facility are occupied by 
persons whose annual income does not 
exceed 60 percent of the median family 
income for the area. 

The exemption would remain in effect for the term 
of the facilities initial permanent financing or 25 
years, whichever is later. Located in Minneapolis. 
Effective for taxes payable in 2006, and thereafter. 

No comparable provision. 

No comparable provision. 

Art. 8, Sec. 28 {T AX2). Limited market value. 
Eliminates the phase out of the limited market value 
law. For assessment year 2005 and every year 
thereafter, the limited market value system would 
continue as it is for assessment year 2004; i.e., the 
increase in market value would be limited to the 
greater of 15 percent of the previous year's 
assessment or 25 percent of the difference between 
the current assessment and the previous assessment. 

Also extends limited market value to class 1 c 
homestead resort property. 

Provides that in its initial year of inclusion in LMV 
(payable year 2006), the taxable value of class 1 c Art. 22, Sec. 9 {T AX3). Adds a cross reference 
property will be computed under section 14. pertaining to the changes made in Art. 22, Secs. 1-3 

(TAX3). 

Class le resort property; 2005 assessment only. 
Provides that for the 2005 assessment, the market 
value for class 1 c property cannot increase by more 
than the greater of (1) 30 percent of the value of its 
2003 assessment, or (2) 40 percent of the difference 
between its 2005 assessment and its 2003 
assessment. 

This formula requires the assessor to "look back" 
two years rather than one in determining the 
maximum allowable valuation for assessment year 
2005. 

For the 2006 assessment and thereafter, the 
valuation increase will be determined using the 
same schedule as for all other property subject to 
the limitation. Effective day following final 
enactment. 

Art. 8, Sec. 29 {TAX2). Homestead resorts; 2005 
assessment. Provides that for the 2005 assessment, 
the market value on homestead resorts cannot 
increase by more than the greater of (1) 15 percent 
of the 2003 assessment or (2) 25 percent of the 
difference between the 2005 assessment and the 
2003 assessment. 

For the 2006 and subsequent assessments, 
homestead resorts will be included in the classes 
which receive the regular limited market value 
treatment. Effective the day following final 
enactment for assessment year 2005 and thereafter. 
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Lead hazard reduction valuation exclusion. 
Allows cities to authorize valuation exclusion for 
lead hazard reduction projects, provided that the 
city establishes guidelines for the projects and 
designates a city agency to certify completion of 
qualifying projects for individual properties. 
Provides that owners of property classified as either 
homestead or residential nonhomestead may apply 
for valuation exclusion under this subdivision, 
provided that the property is located in a city that 
has authorized such exclusions. Only projects 
originating after April 1, 2004, are eligible for 
valuation exclusions. The valuation exclusion is 
equal to 50 percent of the actual costs incurred, as 
certified by the designated city agency, up to a 
maximum exclusion of $15,000. The valuation 
exclusion applies for a period of five years, and 
terminates upon sale of the property. Effective for 
taxes payable in 2006 and thereafter. 

No comparable provision. 

Art. 8, Sec. 30 (T AX2). Valuation exclusion for 
sewage treatment systems. Provides a valuation 
exclusion for sewage treatment system 
improvements. The exclusion would apply to 
property that is classified as homestead or 
nonhomestead residential, including rental 
residential property with three or fewer units and 
cabins. It is available for property in counties that 
have authorized these valuation exclusions. A 
notice of noncompliance must have been issued by 
a licensed compliance inspector with regard to the 
individual sewage treatment system serving the 
property. The owner of the property must furnish 
proof to the assessor that the property's individual 
treatment system has been replaced or refurbished 
between May 1, 2005, and December 31, 2007, and 
a certificate of compliance has been issued for the 
new or refurbished system. If it qualifies for the 
exclusion, it would be in the amount of 50 percent 
of the costs incurred, to a maximum exclusion of 
$7,500 for five taxable years. The valuation 
exclusion would terminate when the property is 
sold. Effective for taxes payable in 2006, and 
thereafter. 

Art. 8, Sec. 31 (TAX2). Same, except House 
includes minor technical language on the city 
authorizing the exclusion. 

Art. 8, Sec. 32 (T AX2). Energy-efficient 
commercial properties. Provides that the market 
value of energy-efficient commercial property is 
subject to a reduction. To qualify for the valuation 
reduction, the property must be certified by a 
qualified inspector as having been constructed in a 
manner that will achieve a level of energy 
consumption that is at least 20 percent lower than 
the standard set in the state energy code. If the 
percentage of energy consumption below the energy 
code requirement is between 20 and 30 percent, the 
property is eligible for a five percent market value 
reduction. If the energy consumption is 31 to 50 
percent below the energy code requirement, there 
will be a ten percent market value reduction. If the 
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energy consumption is over 50 percent below the 
code requirements, the market value reduction will 
be 15 percent. Reductions will remain in effect for 
the first ten years after the property has been 
certified as qualifying. The Department of 
Commerce is required to establish a process for 
determining eligibility for the valuation reduction, 
including certification of persons who are qualified 
to perform this function. Effective for assessments 
in 2006, taxes payable 2007 and thereafter. 

16 Green acres applications; denied by county. No comparable provision. 
Requires each county to forward to the Department 
of Revenue all applications for "green acres" 
participation that the county has denied. Requires 
the Department to compile a list of the denials along 
with the reasons for the denials and file an annual 
report by February 1 with the chairs of the House 
and Senate Tax Committees. 

Effective for applications filed after the day 
following final enactment. 

No comparable provision. Art. 8, Secs. 33 and 40 (T AX2). Aggregate 
resource preservation property tax law. 
Establishes an Aggregate Resource Preservation 
Property Tax Program. (Similar to the Green Acres 
program) Real estate will be included under this 
program if it is classified as homestead or 
agricultural (homestead and nonhomestead) 
property, it contains at least ten contiguous acres, 
there are no delinquent taxes and a covenant on the 
land restricts its use. In applying for the valuation 
deferment, the owner must provide proof that the 
land contains a restrictive covenant limiting its use 
for the property's surface to that which exists on the 
date of the application, and limiting its future use to 
the preparation and removal of the aggregate 
commercial deposit under its surface. 

If it qualifies, the property would be valued as if it 
were agricultural property using a per acre valuation 
equal to the current year's per acre valuation of 
agricultural land in the county. The assessor must 
not consider additional value that would result from 
potential alternative and future uses of the property. 
Buildings would continue to be assessed as they are 
under current law. 

The covenant may be canceled by the owner or by 
the municipality in which the property is located. If 
the owner cancels, there is a recapture of additional 
taxes. The additional taxes are determined by: 

(1) computing the difference between the 
actual taxes that were paid in the current 
year and the amount that would have been 
paid in the current year based on the 
assessor's current year estimated market 
value based on its highest and best use, 
and 
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No comparable provision. 

No comparable provision. 

Local option; tax reduction for homesteads 
contaminated by mold. Current law allows the 
county board to grant a valuation reduction (and 
corresponding tax abatement) to a property that is 
uninhabitable or unusable due to accidental damage. 
This section adds property that is uninhabitable or 
unusable due to mold contamination to that local 
option provision. 

Effective for taxes payable in 2005 and thereafter. 

(2) multiplying the amount in (1) by the 
number of years the land was in the 
program. 

If the municipality cancels the covenant there is no 
recapture of the taxes. A county government is 
allowed to terminate the application of these 
sections prospectively within the county after giving 
notice and public hearing. When land that was in 
the program begins to be mined, it will be 
eliminated from the program but with no recapture 
of taxes, and it will be classified and valued as 
commercial-industrial property. Effective for taxes 
payable 2006 and thereafter. The application date 
for payable 2006 is September 1, 2005. 

Art. 8, Sec. 34 (T AX2). Homestead resorts 
valuation and deferment. Establishes a valuation 
and tax deferment pro gram for class 1 c 
homesteaded resorts similar to the agricultural 
"Green Acres" program. The taxes imposed are 
based on the use as a resort, and when the property 
no longer qualifies, the property is subject to 
additional taxes for the current year and for the six 
previous years. The amount due for each of those 
years is the difference between the amount of taxes 
actually paid and the amount that would have been 
paid ifthe valuation and deferment program had not 
existed. Special local assessments levied after June 
30, 2005, are deferred (with interest) until the 
property no longer qualifies. Effective for taxes 
levied in 2005, payable in 2006 and thereafter. 

Art. 8, Sec. 35 {T AX2). Open space valuation; 
polo. Includes real estate devoted to polo in the list 
of uses that qualify for the open space valuation and 
deferment program. Effective for taxes payable in 
2006 and thereafter. 

[alternate treatment of same issue] 

Art. 8, Sec. 36 {T AX2). Homestead property 
damaged by mold. Provides that the owner of 
homestead property, who does not qualify for an 
adjustment in valuation under the provisions of the 
law providing for reassessment of homestead 
property damaged by a disaster, may receive a 
reduction in the amount of the taxes payable on the 
property if: 

~ the property owner makes written 
application to the county assessor and 
the county board; and 

~ the county assessor determines that the 
homestead dwelling is uninhabitable 
because all or part of it has been 
contaminated by mold. 

If these conditions are met, the county board is 
required to grant a reduction in the amount of 
property tax payable on the homestead in proportion 
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No comparable provision. 

to the number of months when the property was 
uninhabitable. The reduction would apply to the 
taxes payable in the year that the assessor 
determines the dwelling has been made 
uninhabitable and the following year. If the 
reduction is granted after all property taxes due for 
the year have been paid, the amount of the reduction 
must be refunded by the county treasurer as soon as 
practicable. Effective for taxes payable in 2005 and 
thereafter. 

Art. 8, Sec. 37 {TAX2). Homestead used for 
licensed child care. Provides that if a portion of a 
homestead property (single family, duplex, or 
triplex) is used to provide licensed child care, that 
portion must be classified as homestead property. 
Effective for taxes payable in 2006, and thereafter. 

18 Agricultural homestead; special provisions.· Art. 8, Sec. 38 (TAX2). Same 
Extends agricultural homestead classification and 
benefits to agricultural property that is actively 
farmed by the grandson or granddaughter of the 
property's owner or the owner's spouse. Property 
currently qualifies for agricultural homestead 
classification under this ~'special agricultural 
homestead" provision when it is actively farmed by 
the son or daughter of the property's owner or the 
owner's spouse. 

Effective for taxes payable in 2006, and thereafter. 

No comparable provision. Art. 8, Sec. 12 (T AX2). Manufactured home 
delinquent taxes. Provides that a manufactured 
home park owner is not required to pay the 
delinquent or current year's personal property taxes 
as a condition of transferring title on a 
manufactured home to the park ow:p.er. 

19 Manufactured homes; designation as personal No comparable provision. 
property. Provides that a manufactured home shall 
be considered personal property (and 
correspondingly taxed as personal property) if it is 
located in a manufactured home park, campground 
or resort. This allows a manufactured home to be 
sold or transferred by paying only the tax liability 
on the manufactured home, without requiring that 
the total real property taxes due on both the home 
and the land .have been paid at the time of sale or 
transfer. This change does not affect the amount of 
tax, only the timing. (There is no uniformity in how 
this is currently handled.) 

Effective payable 2006 and thereafter. (Requires 
the current assessment rolls to be adjusted to reflect 
the change when these manufactured homes become 
personal property.) 

20 Certification of low-income rental property. 

Subd. 1. Requirement. Provides that 
low-income rental property is entitled to 
classification as class 4d ro erty if at least 

Art. 8, Sec. 42 {TAX2 . ~u.a.1.a.w"I.1-

rental property; capitalized va 
operating income. Similar except also includes a 
fourth category of qualifying projects beyond the 
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(1) subject to a housing assistance payments 
contract under Section 8 of the U.S. 
Housing Act of 193 7, as amended; 

(2) rent-restricted and income-restricted units 
of a qualified low-income housing project 
receiving tax credits under section 42(g) 
of the Internal Revenue Code; or 

(3) financed by the Rural Housing Service of 
the U.S. Department of Agriculture and 
receive payments under the rental 
assistance program under Section 52l(a) 
of the Housing Act of 1949. 

(These types of apartment units are often 
referred to as "deemed" units. These units 
receive some form( s) of government 
financing, tax credits, section 8 vouchers, 
etc.) 

Subd. 2. Application. (a) Requires an 
application for certification to be filed by 
March 31 of the levy year, or at a later date if 
the Housing Finance Agency (MHF A) deems 
practicable. Provides that the application be . 
filed with MHF A, on a form prescribed by 
the agency. Provides that a certification 
qualifies a property for 4d classification for a 
maximum period of five years. 

(b) Requires the application to contain the 
property identification number, evidence that 
the property qualifies under subdivision 1, 
and true and correct copy of the property's 
financial statement. 

( c) Allows the MHF A to charge an 
· application fee approximately equal to its 
administrative costs, but not to exceed $10 
per unit. The revenue from the fees collected 
must be deposited in the housing 
development fund. 

( d) Requires the owner of a property 
qualifying for class 4d must reapply for 
certification every five years. 

Subd. 3. Certification. Requires the 
MHF A to certify to the local assessors by 

- June 1 of each levy year, the qualifying 
properties and the number of units in the 
buildings that qualify. 

Effective for taxes payable in 2006 and thereafter. 

21 Class 1; homestead resorts (le); blind/disabled 
homesteads (1 b ). 

"deemed" units in the House provision: 

( 4) subject to rent and income restrictions 
under terms of financial assistance 
provided by a federal, state or local unit 
of government. These restrictions require 
the assisted units to be occupied by 
residents whose income, at the time of 
initial occupancy, does not exceed 60 
percent of the greater of area or state 
median income, adjusted for family size. 
Also restricts the rent to 30 percent of the 
60 percent income requirements. 

Also provides that valuation will be determined on 
the basis of restricted rents (House version does not 
provide for valuation based on restricted rents). 

Does not require owners to reapply every 5 years, as 
required by the House language (Subd. 2, ( d)) 

Art. 8, Sec. 39 (TAX2). 

Homestead resorts. Restructures the classification Similar provision with regard to homestead resorts 
and taxation of homestead resort (le) property. (class le), except that: 
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Provides a different limit for the amount of property 
value eligible to be included in class le. Currently, 
class 1 c is at a uniform class rate of one percent and 
rather than limited by value is limited by area-all 
property value within an area of 800 feet by 500 
feet in depth measured away from the lakeshore, but 
not exceeding 100 feet of lakeshore for each cabin 
or campsite, qualifies as class 1 c, with the 
remaining value classified as 4c. This section 
replaces the area-based limit for class 1 c with a 
limit based on value-the first $300,000 of market 
value has a class rate of 0.55 percent, and the 
remainder up to $1.5 million has a class rate of one 
percent. Any remaining value is classified as class 

· 4c. 

Blind/disabled homesteads. Extends the amount 
of market value of class 1 b property qualifying for a 
reduced class rate of 0.45 percent from $32,000 to 
$50,000. (Class 1 b property consists of homesteads 
owned by persons who are blind or permanently and 
totally disabled.) 

Effective for taxes levied in 2005, payable in 2006 
and thereafter. 

(i) the first $600,000 market value has a class 
rate of 0.55 percent (House has first 
$300,000 at 0.55 percent); 

(ii) the value in excess of $600,000 but not to 
exceed $1,600,000 has class rate of one 
percent; i.e., $1,000,000 is at one percent. 
(House provision has $1,500,000 at one 
percent); 

(iii) the remaining value is class 4c (for the 
Senate, that would be any value in excess 
of $1,600,000; for the House it would be 
any value in excess of $1,800,000). 

No provision for blind/disabled homesteads (1 b ). 

22 Class 2a; Agricultural homesteads. Increases the No comparable provision. 
amount of agricultural homestead market value that 
qualifies for the 0.55 percent class rate from 
$600,000 to $750,000. i)(1V~ 

Effective for taxes payable in 2006, and thereafter. 

No comparable provisions. Art. 8, Sec. 40 {T AX2). Agricultural 
classification. Provides that the definition of 
agricultural products is expanded to include short 
rotation woody crops that are cultivated using 
agricultural practices to produce timber or forest 
products. The result of this change would be that 
land on which these crops are cultivated could be 
treated as agricultural property for purposes of the 
agricultural classification in the property tax law. 

This section also includes land with a commercial 
aggregate deposit not actively being mined within 
the agricultural classification (Art. 8, Sec. 33 
TAX2). 

23 Class 4; noncommercial aircraft storage hangars Art. 8, Sec. 41 (TAX2). 
(4c); low-income housing (4d). 

Noncommercial aircraft storage hangars. Same. 
Provides that privately owned noncommercial 
aircraft storage hangars and the land on which they 
are located are class 4c property, if the following 
conditions are met: 

~ the land abuts a public airport, and 

~ the owner of the aircraft storage hangar 
provides the assessor with a signed 
agreement restricting the use of the 
premises, prohibiting commercial use 
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or activity performed at the hangar 

The class rate will be 1.25 percent. 

Effective for assessment year 2005, payable in 2006 
and thereafter. 

Low-income rental housing. Reinstitutes class 4d 
property for qualifying low-income rental housing 
certified to the assessor by the MHF A under section 
20, with a class rate of 1.0 percent of market value. 
(Note: the definition of class 4d is significantly 
more restrictive than the definition used under the 
4d classification in effect prior to 2004.) 

Provides that if only a portion of the units in the 
building qualify as low-income rental housing units, 
then only that proportion of qualifying units to the 
total number of units in the building qualify for 
class 4d. The same proportion determines the 
proportion of the land market value to be classified 
4d. The remaining portion of the property is to be 
classified by the assessor based upon its use. 

Similar. Senate class rate is 0.55%. Major policy 
differences are described in summary of House 
section 20. 

Provides that the market value determined by the Senate provides that value be based on restricted 
assessor for class 4d property must be based on the rents. 
normal approach to value using unrestricted rents, 
in the same manner as all other apartment property. 

Strikes obsolete language in the subdivision. 

Effective for taxes payable in 2006 and thereafter. 

24 Valuation exclusion for homestead of disabled 
veteran or surviving spouse. (a) Excludes from 
property taxation the first $200,000 of value of the 
homestead of a veteran with a total and permanent 
service-connected disability. Certification of the 
veteran's disability status must be provided by the 
United States Veterans Administration. 

(b) Provides that if a veteran qualifying for the 
valuation exclusion predeceases. the veteran's 
spouse, the exclusion shall remain with the property 
unless/until the spouse either remarries or disposes 
of the property. 

( c) Provides that in the case of an agricultural 
homestead, the exclusion applies only to the house, 
garage and surrounding one acre of land. 

( d) Provides that an application for the valuation 
exclusion must be filed initially with the county 
assessor, accompanied by supporting 
documentation. Once an exclusion is granted the 
property continues to qualify until there is a change 
in ownership of the property. 

( e) Provides that any value over $200,000 shall be 
given the same class rate as if the first $200,000 in 
value had not been exempted. Provides that a 
property qualifying for the exclusion is not eligible 
to receive the homestead market value credit. 

No comparable provision. 

Article 2: Property Taxes 

Page 21 



Comparison of House File 785 (3rd engrossment)/House File 785 (Senate unofficial engrossment) May 17, 2005 

HOUSE SENATE 

No comparable provision. 

Art. 8, Sec. 43 {T AX2). Vacant commercial
industrial properties; disparity reduction credit. 
Authorizes a city to establish a program to 
encourage redevelopment, better utilization of 
property, and elimination of blighting influences. 
The city would have authority to revoke eligibility 
of individual commercial industrial properties to 
receive the disparity reduction credit. A property is 
subject to this loss of the credit only if for the 
previous three or more years it has been 
condemned, dangerous, or having multiple housing 
or building code violations; condemned and 
illegally occupied; either occupied or unoccupied, 
during which time the local enforcement officer has 
issued an order to correct nuisance conditions. A 
property is also subject to loss of the credit if it was 
unoccupied and unutilized for a commercial 
industrial purpose for at least five years prior to the 
current assessment year. The city program must 
provide standards for determining whether a 
property is vacant, written ass:essment notice by the 
city or county to the property owner informing the 
owner that the property's eligibility will be revoked, 
and opportunity to appeal the revocation at the 
board of equalization. Effective for taxes payable 
in 2007 and thereafter. 

Art. 8, Sec. 45 {T AX2). Valuation of electric and 
transmission pipeline utility property. Provides 
that rules adopted by the Commissioner of Revenue 
prescribing the method of valuing electric and 
transmission pipeline utility property may not take 
effect before the end of the regular legislative 
session in the calendar year following adoption of 
the rules. Effective day following final enactment. 

25 Local board of review. Strikes a provision of law No comparable provision. 
that prohibits a local board of review from making a 
favorable adjustment in value or classification for a 
property whose owner does not allow the assessor 
access to inspect the property and the interior of any 
buildings or structures. 

(See section 26) Art. 22, Sec. 10 (T AX3). State general levy; tax 
rate. Fixes the rate of the state property tax levy on 
commercial industrial property at the rate imposed 
for taxes payable in 2002. The amount of the state 
levy on seasonal recreational property would 
continue to be increased based on the rate of 
inflation as under current law. Beginning with 
taxes payable in 2008, the Commissioner of Finance 
is required to deposit the increase in the state 
general levy over the amount levied in 2002 in the 
Education Reserve Account. 

26 Apportionment and levy of the state general tax. (See Art. 22, Sec. 10 (TAX3)) 
Provides that the state general tax will be 
permanently apportioned into a commercial-
industrial share at 95 percent and a seasonal 
recreational share at 5 percent. (This is the 
approximate breakout of the state general tax for 
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taxes payable in 2002, the first year of the state 
general tax. The breakout for taxes payable in 2005 
is 92.8 percent commercial-industrial versus 7.2 
percent seasonal recreational.) 

Provides that the commissioner of revenue will 
annually certify separate state tax rates for 
commercial-industrial property and seasonal 
recreational property. 

This change is not included in H.F. 785 since some 
items currently listed on separate lines on the 
proposed notice are grouped together to allow the 
taxpayer satisfaction survey to fit on the form. The 
Ramsey County library levy is, however, shown 
separately on the property tax statement. 

No comparable provision. 

No comparable provision. 

No comparable provision. 

No comparable provision. 

Art. 8, Sec. 46 (T AX2). Proposed tax notice; 
Ramsey County library. Provides that on the 
notice of proposed property taxes for Ramsey 
County, any amount levied for library purposes 
must be listed separately from the remainder of the 
county's levy. 

Art. 8, Sec. 47 (TAX2). Truth-in-taxation joint 
hearing. Authorizes Aitkin County, the city of 
Aitkin and Independent School District No. 1 in 
Aitkin County to hold their initial public hearing 
under the truth in taxation process jointly. The 
hearing must be held on the second Tuesday of 
December each year. The advertisement regarding 
the hearing may be a joint advertisement. 

Art. 8, Sec. 48 (TAX2). Truth-in-taxation joint 
hearing. Authorizes Nobles County, the city of 
Worthington, and Independent School District No. 
518 of Worthington, or any two of them, to hold a 
joint public hearing under the Truth in taxation law. 
The hearing is required to be held on the second 
Tuesday of December. The advertisement of the 
hearing may be a joint advertisement. 

Art. 8, Sec. 49 (T AX2). Special taxing districts. 
Adds soil and water conservation districts to the 
definition of special taxing districts. 

Art. 8, Sec. 50 (T AX2}. Cruelty to animals 
special levy. Provides that a levy by a city or 
county for the local society for the prevention of the 
cruelty to animals is a special levy. If a city or a 
county opts to use this special levy, its levy in the 
previous levy year for this purpose must be 
deducted from its levy limit base. 

Ramsey county library levy and regional rail Art. 8, Sec. 51 (T AX2). 
authorities; property tax statement. Provides that 
if Ramsey County levies for public library service, 
the levy amount for that purpose may be listed 
separately from the remaining county levy amount 
on the property tax statement. 

Also provides that if a metropolitan area county 
levies for its regional rail authority, the amount of 
the regional rail authority levy will be shown 
separately from the county levy on the tax 
statement. 

Also makes technical changes to certain aid 
references. 

Same provision with regard to Ramsey County 
library levy. 

No comparable provision with regard to regional 
rail authority levies. 

Art. 14, Sec. 33 (T AX2) contains technical aid 
reference provisions. 
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Effective for property tax statements for taxes 
payable in 2006 and thereafter. 

No comparable provision. 

No comparable provision. 

Notification to homestead property owners; tax 
delinquency. Requires the county auditor to notify 
owners of homestead property whose taxes are 
delinquent and were also delinquent in the 
preceding year. Provides that the notification must 
be mailed in the year after the second year that the 
property taxes were not paid. Requires the 
notification to contain: 

(1) contact information to make it easy for a 
taxpayer to contact the county to discuss 
questions relating to the delinquency; 

(2) a list of assistance programs and other 
options that might be available to the 
taxpayer to help pay the delinquent taxes, 

(3) information about the property tax refund 
and the additional property tax refund 
(targeting) that may be available once the 
delinquent taxes are paid; and 

(4) when the property will forfeit ifthe taxes 
are not paid. 

This notification is in addition to any other notice, 
and is required only for homestead property. This 
extra notice is required to be mailed between June 
1 and August 1, so that it may get more attention 
due to its timing. Some counties already provide a 
voluntary notification somewhat similar to what is 
proposed. 

Effective for property tax delinquencies beginning 
January 1, 2006, provided that for calendar year 
2006, the county auditor shall notify the owners of 
each homestead property in the county that has been 
delinquent for two or more years. 

No comparable p~ovision. 

Art. 8, Sec. 52 {T AX2). Petitions involving 
low-income rental property. Provides that 
property tax petitions involving qualified low 
income rental housing property may include all 
qualifying parcels within the same county owned by 
the petitioner. Under current law, multiple parcels 
in a petition must all be within the same city or 
township. p~ 2/JO 

Art. 8, Secs. 53 to 55 {T AX2). Resort tax due 
date. Provides that property taxes may be paid on 
class le or 4c resort properties by June 15 without 
incurring a penalty. Under current law, the taxes 
must be paid by May 15. The change is effective 
for taxes payable in 2006 and 2007 only. 

No comparable provision. 

Art. 8, Sec. 56 (T AX2). School referendum tax.& )r #"lZ 
Imposes a tax on the income tax liability of 
residents of a school district in which voters 
approved an income tax increase at a referendum in 
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2006 or a subsequent year. The tax is imposed on 
individuals who are domiciled within the school 
district on the last day of the taxable year. The 
Commissioner of Revenue is required to determine 
the rate of the tax as a percentage of state income 
tax liability. The rate is determined as the ratio of 
the district's local effort revenue to the income tax 
liability of all individuals domiciled in the district 
on the last day of the taxable year. Revenue 
generated by the tax must be placed in a special 
account in the general fund to be used to make 
payments to the school districts. 

29 Rent constituting property taxes. Redefines "rent No comparable provision. 
constituting property taxes" for the purposes of the 
property tax refund program as the actual amount of 
property taxes attributable to the rental unit. In the 
case of a claimant whose rent is subsidized, "rent 
constituting property taxes" is defined as 20 percent 
of the gross rent actually paid. 

Background: Under current law, "rent constituting 
property taxes" is defined as 19 percent of gross 
rent for all renters. 

Effective for claims based on rent paid in 2005 and 
following years. 

30 Property taxes payable; manufactured homes. No comparable provision. 
Provides that manufactured homes shall include 
actual property taxes paid for the site on which the 
home is located in determining property taxes 
payable for purposes of the homeowner property tax 
refund. Under current law, they include 19 percent 
of the site rental fee as part of property taxes 
payable. 

Effective for claims based on rent paid in 2005 and 
following years. 

31 Scheduled rent. Defines "total scheduled rent" for No comparable provision. 
a residential property as the sum of the monthly 
rents assigned to all the residential rental units 
multiplied by a factor of 12. No deductions are 
allowed for vacant units, uncollected rent or 
reduced rents for units occupied by employees or 
agents of the owner. 

Effective for claims based on rent paid in 2005 and 
following years. 

32 Net tax. Defines net tax for the purposes of the No comparable provision. 
renter property tax refund to include special 
assessments imposed in lieu of ad valorem taxes. 
Provides that if a portion of the property is used for 
purposes other than residential rental, only the 
portion of the tax attributable to residential rental 
units is used in the computation of rent constituting 
property taxes, and requires the county treasurer to 
separately list the amount of tax attributable to 
residential rental value on the property tax 
statement. 
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Effective for claims based on rent paid in 2005 and 
following years. 

33 Early payment; e-file property tax refund Art. 12, Sec. 13 {TAX2). Same. 
claims. Authorizes the commissioner of revenue to 
pay a property tax refunds up to 30 days earlier than 
permitted under present law for claims submitted 
electronically. 

Present law provides for payment of property tax 
refunds as follows: 

~ For renters and homeowners of a 
manufactured home or park trailers -
after August 1 and before August 15 or 
60 days after filing the claim, whichever 
is later; 

~ For homeowners- after September 15 
and before September 30. 

Effective the day following final enactment. 

34 Rent certificate. Provides that if the owner of a 
rental unit fails to provide the renter with a 
certificate of rent constituting property taxes, the 
commissioner of revenue shall allocate the tax 
between units on a square footage basis or other 
appropriate basis that the commissioner determines. 

35 

Effective for claims based on rent paid in 2005 and 
following years. 

HF 2498; Public Finance bill. Same. 

Total revenue defined. Defines "total revenue" for 
town spending purposes as property taxes payable 
in that year as well as revenue from other sources 
and amounts carried forward from previous years. 
Provides that a town must not spend more than its 
total revenue without a vote by the electors. 

This change is in response to a clarification of a 
town's spending authority by the Minnesota 
Association of Townships and a letter from the 
State Auditor endorsing the need for this 
clarification. 

No comparable provision. 

Art. 8, Sec. 57 (T AX2). Cruelty to animals 
appropriation limit. fucreases the amount that the 
county board or city council may appropriate for the 
maintenance and support of societies for the 
prevention of cruelty to animals from 50 cents to $1 
dollar per capita. 

Same provision in S.F 310, passed Senate Flo()r; 
currently in House Taxes. 

36 Amount voted at meeting is tax limit. Allows a Same provision in S.F 310, passed Senate Floor; 
town to impose a tax as authorized by other laws in currently in House Taxes. 

37 

addition to those voted on at the annual town 
meeting (e.g., subordinate service districts, special 
assessments, etc.). 

Charges for emergency services; collections. 
Allows a town that has not been paid for a service 
to collect the unpaid amount as a charge against any 
real property owned by the recipient in the state, 

Art. 12, Sec. 26 (TAX2). Same except lacks 
effective date. 
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rather than just within the town (see also section 
38). 

Collection of unpaid service charges. Expands 
the authority of a town to seek reimbursement for 
emergency services it has provided. Permits a town 
to collect the unpaid amount as a charge against any 
real property owned by the recipient within the 
state. Allows the town to certify the amount due to 
the county auditor of the county in which the 
recipient owns real property. These charges shall be 
collected along with the property taxes levied 
against the property. 

Effective the day following final enactment. 

Nursing home not owned by county. Requires 
that a county that (i) owns a nursing home funded in 
whole or in part with county general revenues, and 
(ii) has within its borders other nursing homes 
owned by governmental units, must distribute 
proceeds of its property tax levy to all the 
government-owned nursing homes within the 
county, pro-rated by the number of beds in each of 
the homes. Provides that any additional levy 
resulting from this section is outside of any levy 
limit that would otherwise apply. 

Applies only to a county with a population of 
150,000 or more located outside the metropolitan 
area. 

Effective for taxes payable in 2007 and thereafter. 

No comparable provision. 

No comparable provision. 

No comparable provision. 

Art. 12, Sec. 27 {TAX2). Same except lacks 
effective date. 

[alternate treatment of same issue] 

Art. 8, Sec. 71 {T AX2). Local approval. Extends 
the date by which St. Louis County is required to 
certify local approval of the law creating the 
Southern St. Louis County Special Taxing District 
for the Chris Jensen Nursing Home until January 1, 
2006. 

Art. 24, Sec. 4 (T AX3). Improvement. Allows the 
council of a municipality to assess affected property 
owners for all or a portion of the agreed to costs 
with an electric utility, telecommunications carrier, 
or cable system operator to bury or alter a 
distribution system under certain conditions. 

Art. 8, Sec. 58 {T AX2). Section 8, tax credit and 
rural housing service districts. Provides method 
for Housing Finance Agency to qualify units for 
eligibility for class 4d. 

Art. 22, Sec. 12 {T AX3). HRA tax levies. 
Provides that the levy limit for housing and 
redevelopment special taxing districts is calculated 
based on the taxable market value for the current 
assessment·year rather.than the previous year. 

40 St. Paul airport fiscal disparities exclusion. No comparable provision. 
Clarifies that the St. Paul airport is excluded from 
the fiscal disparities program. 

Background: Cleanup provision from 1996 
legislation seeking to have the St. Paul airport 
treated the same as MSP International Airport for 
property tax purposes. Property tax administrators 
feel there is ambiguity with regard to how fiscal 
disparities should be handled. 

Article 2: Property Taxes 

Page 27 



Comparison of House File 785 (3rd engrossment)/House File 785 (Senate unofficial engrossment) May 17, 2005 

41 

HOUSE SENATE 

Effective for taxes payable in 2006. 

No comparable provision. 

No comparable provision. 

No comparable provision. 

Recategorizes land utilization project land. 
Takes land utilization project (LUP) land out of the 
"other natural resources land" category. (See 
section 42.) Sections 41through45 are effective 

Art. 22, Sec. 13 (TAX3). Bloomington fiscal 
disparities contribution. Delays for eight years 
the beginning of the repayment required from the 
city of Bloomington to the metropolitan area fiscal 
disparities pool. From 1988 to 1999, the city 
essentially borrowed from the fiscal disparities pool 
the amount necessary to make interest payments on 
bonds that were sold for highway improvements 
related to the Mall of America development. Under 
current law, Bloomington's contribution to the 
fiscal disparities pool is scheduled to be increased 
for property taxes payable in 2006 through 2015. 
This bill would delay the commencement of that 
repayment obligation to taxes payable in 2014, 
continuing through 2023. 

Ar. 8, Sec. 59 (TAX2). Uncompensated care 
eimbursement. Provides for a partial 

reimbursement of the cost of uncompensated care 
provided by qualifying hospitals in the metropolitan 
area. In order to qualify, a hospital must have a 
licensed bed capacity greater than 400 and must 
either be owned or operated by a local unit of 
government; be formerly owned by a university; or 
be a private nonprofit hospital that leases its 
building from the county in which it is located. 

The county is eligible for reimbursement of the 
portion of gross charges for uncompensated care 
determined by multiplying the hospital's total gross 
charges during the base year by its percentage of 
uncompensated care, subtracting one half of one 
percent of gross charges, dividing the result by two 
and then multiplying by the hospital's cost to charge 
ratio during the base year. 

The amount of qualifying uncompensated care is 
certified as an addition to the fiscal disparities 
areawide levy. Effective for contribution and 
distribution tax capacities for taxes payable in 2007 
and 2008 only. 

Art. 8, Sec. 60 (TAX2). Hennepin County public 
defender cost reimbursement. Provides that 

ennepin County is eligible for reimbursement of 
costs incurred for public defenders. For the year 
ending June 30, 2006, the reimbursement is equal to 
25 percent of the costs. The reimbursement 
increases to 50 percent for 2007. The public 
defender cost is certified by the county auditor to 
the fiscal disparities administrative auditor as an 
addition to the fiscal disparities areawide levy. The 
section is effective for taxes payable in 2007 and 
2008. 

Art. 8, Sec. 62 (T AX2). Same 

W . ~'t'.~-sro 
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for aids paid in 2006 and thereafter. 

Land utilization project land. Establishes "land 
utilization project land" as a separate category. 

PILT payments; LUP land. Increases the PILT 
for LUP lands to 75 cents/acre, adjusted for 
inflation. Currently, LUP lands are classified as 
commissioner-administered "other natural· resources 
land" with in lieu payments of 37.5 cents/acre, 
adjusted for inflation. (This is at about $0.50/acre 
for 2006.) For aids paid in calendar year 2006 (the 
effective date of this change), LUP lands will be 
receiving about $1.00/acre. 

Certification; L UP land. Requires the 
commissioner of natural resources to certify to the 
Commissioner of Revenue each year the number of 
acres in each county of LUP land. 

General distribution; LUP land. Treats LUP land 
like "other natural resources land" in determining 
distribution of payments by the county to organized 
townships. 

No comparable provision. 

Art. 8, Sec. 63 {T AX2). Same 

Art. 8, Sec. 64 {TAX2). Increases the PILT for 
LUP lands to $3.00/acre, adjusted for inflation. 
(For 2006 this is $4.00). Currently they are 
receiving the 37.5 cents/acre, adjusted for inflation 
(For 2006 this will be $.50/acre.) 

Art. 8, Sec. 65 {T AX2). Same, except that it also 
requires the commissioner of natural resources to 
certify to the commissioner of revenue the net 
proceeds from timber sales on LUP land in each 
county. 

Art. 8, Sec. 66 {TAX2). Same 

Art. 22, Sec. 22 {TAX3). Lakeview Cemetery. 
Increases the authorization for certain cities and 
towns to levyfor the Lakeview Cemetery 
Association from $15,000 to $25,000 annually. 

46 Recapture; Caponi Art Park. Allows the Caponi Art. 8, Sec. 68 {T AX2). Same, except the effective 
Art Park property to be exempted from paying any date is the day following final enactment. 

47 

of the deferred /additional taxes ifthe transfer for 
ownership or public easement rights is made to: (i) 
one or more nonprofit foundations or corporations, 
and (ii) one or more local governments. Those 
entities shall separately or jointly operate the 
property as an art park. Some of the property may 
also be used for other public purposes as determined 
by the local governments. 

Further provides that if the portion of the property 
transferred to the nonprofit foundation or 
corporation for the art park is not used as an art park 
for the full 10 years (as required by the original 
legislation that granted them the "green acres" tax 
deferral), the county board, with the approval of the 
city council, would determine the amount of 
additional taxes due on that portion of the property 
no longer utilized as an art park. No interest and 
penalties would be imposed on these additional 
taxes provided that they are paid within 30 days of 
the county's notice. (Section 53 is also related to 
the Caponi Art Park.) 

Effective March 1, 2005. 

Emergency medical services special taxing 
district. Extends the sunset date for establishing 
new emergency medical services (EMS) special 
taxing districts by two years from taxes naya le in 

Art. 8, Sec. 69 (TAX2). Same. 
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2008 to taxes payable in 2010. These EMS taxing 
districts largely support volunteer ambulance 
providers and other emergency responders in rural 
Minnesota. 

HF 2498; Public Finance bill. Same Art. 8, Sec. 70 {TAX2). Lakes Area EDA Levy. 
Authorizes the Lakes Area Economic Development 
Authority to levy a property tax as a special taxing 
district. Under current law, the authority requests 
its members to levy taxes for the benefit of the 
authority. The amount of the levy is not changed 
from current law. 

48 Disabled Veterans Rest Camp; Big Marine Lake. Art. 22, Sec. 23 {T AX3). Same 
Makes the property exemption for the Disabled 
Veterans Rest Camp on Big Marine Lake in 
Washington County effective for taxes payable in 
2005. This property became exempt under Laws 
2005, Chapter 43, section 1; this section makes that 
2005 law retroactive to taxes payable in 2005. 

49 Report; proposed standardized assessment and No~e()fuparable ptovis1ort. 
classification standards. Requires the 
commissioner of revenue to issue a report to the 
chairs of the House and Senate Tax Committees by 
February 1, 2006. The report is to contain 
recommendations and proposed requirements for 
achieving standardized assessment and 
classification of property. Effective the day 
following final enactment. 

50 Code of conduct and ethics; assessors. Directs ~~ 9p,ropa+"l.b1e provision. 
the commissioner of revenue to develop a code of 
conduct and ethics for assessors to ensure public 1£,,1/1, n" ,,,.0,1./ 
confidence in property assessment. The code must V f/V"' .. fJJbVF' r 
include language that promotes fairness and 
uniformity and recommends assessment practices 
that do not promote the perception of a conflict of 
interest. The code must be completed and 
recommended to the state Board of Assessors for 
adoption by January 1, 2006. Code must be 
presented as part of a course taught by the 
department (see section 12). 

No comparable provision. 

51 ~ Alternative tax base for school debt service 

Art. 22, Sec. 26 {T AX3). Crow Wing County 
Sewer District. Authorizes Crow Wing County to 
create a sewer district (which would be a special 
taxing district) under chapter 116A, with the power 
to adopt and levy a property tax levy. Effective for 
taxes payable in 2006 and thereafter. 

Art. 22, Sec. 27 {TAX3). Dakota County 
Regional Railroad authorization. Authorizes the 
Dakota County Regional Railroad Authority to 
spend funds to develop and maintain a bus rapid 
transit system within the Cedar A venue transitway 
corridor. The authority is authorized to levy for this 
purpose to the extent that its levy authority is not 
required to·be used for railroad purposes. 

Art. 8, Sec. 3-6 (T AX2) provides for any school 
district to use an alternative tax base for new debt 
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Subd. 1. Commissioner designation. 
Allows the commissioner of education to 
designate up to three school districts to 
participate in the pilot project provided int 
section. 

Subd. 2. Election by school board. 
Grants a local school board designated by e 
Commissioner the authority to finance a 
school bond issue with debt service to be 

0 

levied against the alternative net tax capacity 
specified in subdivision 6. This authority to 
issue bonds expires on July 1, 2007. 

Subd. 3. Debt service equalization 
revenue. Provides that a district's debt 
service equalization aid and levy will be the 
same regardless of whether the school board 
decides to levy against net tax capacity or the 
alternative tax capacity specified in 
subdivision 6. 

Subd. 4. Apportionment of debt service 
aid. Allocates a school district's total debt 
service equalization aid and debt service levy 
proportionately between "regular" net tax 
capacity and the alternative tax base specified 
in subdivision 6 based on the amount of 
revenues derived from bonds levied against 
the respective tax bases. 

Subd. 5. Alternative net tax capacity 
debt service levy. Requires the levy against 
alternative net tax capacity to be the gross 
levy needed to pay the bonds levied against 
that tax base minus the equalization aid 
allocated to that portion of the levy in 
subdivision 4. 

Subd. 6. Alternative net tax capacity. 
Creates a new hybrid tax base called 
alternative net tax capacity that is the same as 
"regular" net tax capacity with the following 
exceptions: 

· ~ first tier agricultural homestead land and 
buildings has a class rate of 0 .14 percent 
(regular rate is 0.55 percent); 

~ upper tier agricultural homestead land 
and buildings, agricultural 
nonhomestead, and timberland, have a 
class rate of 0.25 percent (regular rate is 
1 percent); 

~ noncommercial seasonal recreational 
property has a class rate of 0. 7 5 percent 
(regular rate is one percent up to 
$500,000, 1.25 percent over $500,000); 

~ apartments and two/three unit residential 
nonhomestead property has a class rate 
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of one percent (regular rate is 1.25 
percent); and 

~ commercial/industrial property has a 
class rate of 1.25 p~rcent on the value up 
to $150,000 and 1.5 percent on the value 
over $150,000 (regular rates are 1.5 
percent up to $150,000 and 2 percent 
over $150,000). c-

Effective for taxes payable in 2006 and thereafter. 

School property; exemption payable 2005 only. · 
Exempts the Great River School, which is one of 
five "Star Schools," from taxation for the 2004 
assessment, taxes payable in 2005. 

Effective the day following final enactment. 

Repealer. Caponi Art Park. Repeals the special 
assessment provisions in the 1998 law related to the 
Caponi Art Park since all of the required special 
assessments have alre~4f ~een paid to thi q_ty of 

Eagan. \ ~pY'.I / ~'?().,...,I)\ 
Effective day ~\~owing final enactm£. 

No comparable provision. 

No comparable provision. 

,.:, HF 2498; Public Finance bill. IncreasesJ~~ 
\ ,<fF~+" 

w.atershed's levy limit by $100,QOO. 

No comparable provision. 

Art. 8, Sec. 72 (T AX2). Same 

Art. 8, Sec. 67 {T AX2). Caponi Art Park. 
Provides that any deferred special assessment must 
be paid in full, or else a payment agreement must be 
approved by the city, if the property is transferred. 
This section can be repealed because all of the 
special assessments have been paid to the City of 
Eagan. 

Art. 8, Sec. 73 {T AX2). Education reserve 
account. Establishes an education reserve account 
in the state treasury. Appropriates $24,961,000 to 
the education reserve account in fiscal year 2006. 
Beginning with taxes payable in 2008, the 
Commissioner of Finance is required to deposit in 
the education reserve account the increase in the 
state general levy over the base amount of the levy 
for taxes payable in 2002. The amounts in the 
education reserve account do not lapse or cancel, 
but remain until appropriated for education aid or 
higher education funding. 

Art. 8, Sec. 74 {TAX2). Study of pollution control 
exemption. Requires the Commissioner of 
Revenue to study the property tax exemption for 
pollution control equipment that is part of an 
electric generation system. The Commissioner 
must present a recommendation to the legislature by 
January 15, 2006, limiting the exemption to 
property directly and exclusively used for pollution 
control purposes. 

Art. 8, Sec. 75 {TAX2). Sauk River Watershed 
District. Authorizes the Sauk River Watershed 
District to levy up to 0.01 percent of taxable market 
value for its administrative fund. 

Art. 8, Sec. 76 {TAX2). Commercial-industrial 
land value taxation - local option. Provides that a 
municipality over 70,000 population or a 
municipality in the taconite tax relief area may 
adopt by resolution a system of valuing commercial 
industrial property based on land value excluding 
improvements. The election must be made by 
December 31, 2005, based on a finding that 
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No comparable provision. 

No comparable provision. 

converting to the land value taxation system will 
enhance economic development within the 
municipality. A municipality that makes the 
election must notify the Commissioner of Revenue 
and the legislature must enact legislation necessary 
to implement the system. 

Art. 8, Sec. 77 {T AX2). Fiscal disparities study. 
Requires legislative fiscal staff to conduct a study of 
the fiscal disparities program that applies to the 
Twin Cities metropolitan area by February 1, 2006, 
and report to the chairs of the House and Senate Tax 
Committees on the findings by March 1, 2006. The 
primary object of the study will be to address the 
question of whether the program is achieving the 
purposes from which it was created. The study 
must also consider how the pro gram has affected 
property tax disparities in the Twin Cities 
metropolitan area and whether the formula for 
contributing tax base to the area wide pool is 
reasonable. The study must address whether certain 
commercial industrial tax bases should continue to 
be exempt from the contribution to the area wide 
pool. These exemptions include the pre 1979 
commercial industrial tax base, the value of pre 
1979 tax increment financing districts and property 
located at the Twin Cities International Airport. 
The study must also examine whether the formula 
for distributing the tax base is reasonable, whether 
the program helps to promote orderly growth and 
encourage environmentally sound land use, whether 
it reduces competition for commercial and industrial 
tax base between communities, whether this system 
prevents local governments from deriving sufficient 
commercial industrial tax revenues to cover the cost 
of providing services to those properties and 
whether improvements could be made in the 
administration of the program. 

Art. 8, Sec. 78 {T AX2). Study of fees. Requires 
commissioners of state agencies that impose fees on 
individuals or businesses to report to the 
Commissioner of Revenue by January 15, 2006, on 
the amount and type of fees imposed, amount and 
type of fee increases since January 1, 2003, 
revenues derived from each fee for the four most 
recent fiscal years and the uses of fee revenues. 
The Commissioner or Revenue is required to 
provide a report on all state agency fees to the Tax, 
Finance and Appropriation Committees of the 
Senate and the House of Representatives by 
February 15, 2006. 

The Department of Education is required to provide 
a report on fees collected under the Public School 
Fee Law to the Education Finance Divisions and 
Tax Committees of the House and Senate. 

Requires home rule and statutory cities to report to 
the Commissioner ofRevenue by January 15, 2006, 
on the amount and type of fees imposed, amount 
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No comparable provision. 

and type of fee increases since January 1, 2003, 
revenues derived from each fee for the four most 
recent fiscal years and the uses of fee revenues. 

Art. 22, Sec. 29 (T AX3). Chemical dependency 
appropriation. Appropriates $1,287,000 in FY 
2006 and $1,933,000 in FY 2007 to the 
Commissioner of Human Services for the 
consolidated chemical dependency treatment fund. 

1 State demographer. Modifies the dates by which Art. 14. Section 1. {TAX2) Same. 
the state demographer must prepare and certify 
population and household estimates for counties, 
cities, and towns to match the timelines required for 
the metropolitan council population and household 
estimates under section 4. Currently, the 
demographer must certify estimates to political 
subdivisions by May 1, and the political 
subdivisions have until June 1 ot to challenge the 
estimates. Under the proposal, th.e dates are moved 
to June 1 and June 24. Also requires that the 
demographer certify estimates to the commissioner 
of revenue by July 15 for use in calculating state 
aids. 

Effective the day after final enactment. 

2 Residential homestead market value credit. 
Changes the computation of homestead market 
value credits for residences that are part homestead 
and part nonhomestead. This happens when one or 
more of the owners, or a spouse of the owner, does 
not use the property as their homestead. Under 
current law, the credit is computed using the value 
of the homestead portion. This can result in a larger 
credit (and lower taxes) for a part-owner residing in 
a home, than if a full-owner resided in that same 
home; depending on the value of the home. The 
proposed language will prevent that from occurring 
by prorating the credit in those situations based on 
the occupant's percentage of ownership or to 50% 
in the case of an absent spouse. 

Art. 4. Section 1. {TAXl) Same.·· 

Effective for taxes payable in 2006 and thereafter. 

3 Population. Changes the effective date for Art. 14. Sec. 35. {TAX2) Same. 
population estimates used in the Iron Range fiscal 
disparities calculations to match the certification 
date in section 1. 

Effective the day after final enactment. 

4 Population estimates. Requires the metropolitan Art. 14. Sec. 46. {TAX2) Same. 
council to prepare and certify population and 
household estimates for all counties, cities, and 
towns in the metropolitan area on the same 
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schedule followed by the state demographer for all 
other political subdivisions under section 1. 
Although the metropolitan council has traditionally 
prepared these numbers, it has never been subject to 
any formal timetable for finalizing the estimates, 
nor has a formal process existed for challenging 
estimates. 

Effective the day after final enactment. 

5 Population. Changes the effective date for. Art. 14. Sec. 47. (TAX2) Same. 
population estimates used in the metropolitan area 
fiscal disparities calculations to match the 
certification date in section 4. 

Effective the day after final enactment. 

6 Population. Changes the effective date for Art. 14. Sec. 48. (TAX2) Same. 
population estimates used in LGA and county 

7 

program aid calculations to match the certification 
dates in sections 1 and 4. 

Effective the day after final enactment. 

City revenue need. This section provides a 
transition period of five years to phase cities from 
the small city need measure to the large city need 
measure when they cross the 2,500 population 
threshold. There are currently two formulas for 
measuring city "need"-one applies to small cities 
with a population less than 2,500 and one applies to 
cities with a population of 2,500 or more. These 
formulas were modified in 2003. 

During the five-year transition period a city's 
"need" is based on both formulas in the following 
proportions: 

Year after Percent of Percent of 
reaching 2,500 need based on need based on 
population small city large city 

formula formula 

1st year 80% 20% 

2nd year 60% 40% 

3rd year 40% 60% 

4th year 20% 80% 

5th year 0 100% 

The transition period applies to all cities that cross 
the 2,500 population threshold after the new LGA 
need formulas went into effect. It is effective 
beginning with aids payable in 2006. Four cities 
are currently affected-the cities of Wells, Crystal 
Lake, Rush City and Cohasset. 

Art. 22. Sec. 14. (TAX3) Similar. 

Contains identical language for the small city 
transition period. 

Also changes the inflation factor applied to the city 
revenue need. Under current law, the inflation 
factor is the most recent annual implicit price 
deflater (IPD) compared to the 2003 annual IPD. 
Under this section, the ratio will be based on the 
most recently available first quarter IPD to the first 
quarter IPD for 2002. 

8 Tax effort rate. Allows the tax effort rate used in No comparable provision. 
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9 

the LGA formula to decrease to insure distribution 
of the total LGA appropriation if the need increase 
percentage (or percent of "unmet need" paid) under 
section 13 is equal to 100%. 

Effective beginning with aids payable in 2006. 

City aid base. Provides a permanent increase in 
city aid of $25,000 beginning with aids payable in 
2006 to a city if its 2003 population is at least 1,000 
and a state park comprises at least 14 percent of the 
total geographic area within the city in 2000. The 
city of Taylor Falls is the only city to qualify. 

Art. 22, sec. 15. (TAX3) One identical provision. 
Provides identical language for the city of Taylors 
Falls. 

Corrects an error in the 2003 Omnibus Tax Act. 
(Already corrected in Minnesota Laws 2005, 
Chapter 38) 

Provides for increases in the city aid base of 
L.,~250,000 for the city of Osseo, $500,000 for the city 
'
01

*'~fHutchinson, $25,000 for the city of Champlin in 
calendar year 2006. 

Also changes the city aid base for nonmetro cities 
having a population greater than 10,000. Under 
current law, a city's population must have been 
greater than 10,000 according to the 2000 census in 
order to qualify for additional aid. This section 
allows cities to receive the additional aid based on 
their current population. 

Art. 8. Sec. 61. (T AX2) Also increases the city aid 
base for the city of Osseo by $250,000 in calendar 
years 2006 to 2015. 

Art. 14. Sec. 49. (TAX2) Also corrects the same 
error in the 2003 Omnibus Tax Act, that is corrected 
in Minnesota Laws 2005, Chapter 38. 

10 Household size. Changes the effective date for Art. 14. Sec. 50. (TAX2) Same. 
household size estimates used in LGA calculations 
to match the certification dates in sections 1 and 4. 

Effective the day after final enactment. 

11 Definitions (county program aid). Changes the 
effective date for estimates of population over 65 
used in county program aid calculations to match 
the certification dates in sections 1 and 4. 

Effective the day after final enactment. 

Art. 14. Sec. 51. (TAX2) Same. 

12 County tax-base equalization aid. Provides that Art. 22. Sec. 16. (TAX3) Same 
beginning with aids payable in 2006, that $73,259 
is allocated to Anoka county and $59,664 is 
allocated to Washington county to pay 
postretirement health insurance costs for court 
employees. This is part of an aid and budget base 
adjustment agreed to between the districts courts 
and these counties related to aid offsets due to the 
state takeover of courts. The other related 
provisions are in sections 17, 21, and 22. 
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13 City formula aid. Changes the formula used to Art. 22. Sec. 17. (TAX3) Different. Eliminates the 
distribute the formula portion of LGA to include the addition of taconite aid to the city revenue base. 
amount raised by a one-half cent sales tax in the Under current law, taconite aids are added into the 
first class cities of Minneapolis, St. Paul, and city revenue base beginning in 2005 (25 percent in 
Duluth in the measure of"ability to raise revenue 2005, 50 percent in 2006, 75 percent in 2007 and 
locally." Duluth currently has a one percent local 100 percent in 2008 and thereafter). 
sales tax that may be used for general city services 
and Minneapolis and St. Paul are allowed to impose 
an additional one-half of one percent local sales tax 
for general city services, upon voter approval, under 
article 7. 

Adds a provision that prohibits the percent of 
"unmet need" paid by the formula from exceeding 
100 percent. The projected percent of unmet need 
paid in LGA under current law is about 84 percent 
for aids payable in 2006. Under the proposed 
changes, the percent of unmet need paid would 
increase to about 90 percent for aids payable in 
2006 and 99 percent for aids payable in 2007. 

Effective beginning with aids payable in 2006. 

Art. 22, Sec. 20. {T AX3) Provides that the total aid 
shall not exceed the amount required for the need 
increase percentage to equal one. 

14 City aid distribution. Removes the limit on 
annual decreases in LGA for the cities of 
Minneapolis and St. Paul. Also deletes obsolete 
language. 

Art. 22. Sec. 18. {TAX3) City aid distribution. 
Raises the limit on the maximum LGA increase to a 
city in any year from 10 percent to 50 percent of a 
city's levy in the previous year. The current law 
limiting aid decreases for both large and small cities 
is retained. This section also provides that the aid for 
cities under 1,000 population cannot be less than 105 
percent of their 2005 certified LGA. Obsolete 
language relating to the 2004 aid distribution is 
eliminated. 

15 

16 

17 

Effective beginning with aids payable in 2006. 

Levy adjustment for aid decreases. Provides that No comparable provision. 
a city may increase its levy above any charter or 
local ordinance limits to compensate for lost LGA. 

Effective beginning with property taxes payable in 
2006. 

Cities (LGA appropriation). Decreases the 
maximum amount that may be paid in LGA for aids 
payable in 2006 by $17.5 million, to $419,552,000. 
Returns the maximum amount to be paid in LGA 
for aids payable in 2007 and thereafter to 
$437,052,000, the amount under current law, 
provided that the taxpayer satisfaction surveys in 
article 1 are in effect; otherwise the limit remains at 
the Pay 2006 amount. 

Effective beginning with aids payable in 2006. 

Counties (program aid appropriation). 
Beginning with aids payable in 2006, provided an 
additional $132,923 to the annual county tax base 
equalization aid appropriation to fund the extra aid 
paid to Anoka and Washington counties under 

Art. 22. Sec. 20. (T AX3) Cities (LGA 
appropriation). Increases the appropriation for city 
LGA from $437,052,000 to $523,052,000 for aids 
payable in 2006. For aids payable in 2007 and 
subsequent years, the appropriation is indexed for 
inflation with a minimum of 2.5 percent and a 
maximum of five percent each year until the need 
increase percentage equals one. The increased aid is 
intended to be used by cities to costs related to 

public safety. --r-PB5 
Art. 22, sec. 21. (TAX3) Same. 
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section 12. 

18 2004 city aid reductions. Retroactively corrects Art. 14. Sec. 54. {TAX2) Same. 
some language in the provision for calculating the 
2004 city aid reductions to reflect the procedure 
used. 

19 Definition (county aid reductions). Retroactively Art. 14. Sec. 55. {TAX2) Same. 
corrects some language in the provision for 

20 

calculating the 2004 county aid reductions to reflect 
the procedure used. 

2005 and 2006 city aid payments. Extends the 
market value credit reimbursement reductions for 
cities for credits paid in 2005 and 2006. Each city's 
reduction amount for 2005 and 2006 will be the 
lesser of its 2003 reduction or the amount of its 
current year reimbursement. 

Effective the day following final enactment. 

Art.4. Sec. 2 {TAXl) Similar. Minor word 
difference. Senate states that "no city's market value 
credit reimbursements are reduced to less than zero" 
while the House language references "2005 and 
2006 market value credit reimbursements". 

21 Court aid adjustment. Makes a one time Art. 22, Sec. 24. {TAX3) Same. 
adjustment to the court aid paid in calendar year 
2005 to Anoka and Washington counties equal to 
one-half of the payment under section 12. Only 
half the payment amount is needed since the state 
assumption of the court costs occurs July 1; 2005, 
six months into the calendar year. 

22 District court budget. Provides a base adjustment Art. 22. Sec. 25. {TAX3) Same. 
to the district court general fund appropriation 
beginning in fiscal year 2006 to offset the 
appropriation increases in sections 17 and 21. 

Effective the day after final enactment. 

No comparable provision. 

No comparable provision 

Art. 8. Sec. 44. {T AX2) Market Value Credit 
Reimbursement Reduction. Provides that for 
homestead property located within a city, the 
reimbursement for the market value credit to the 
county and the city will be reduced if the net tax on 
the property is less than a specified percentage of its 
taxable market value. For taxes payable in 2007 and 
2008, the percentage is 0. 7 percent of market value. 
The percentage increases to 0.8 percent for taxes 
payable in 2009 and 2010, to 0.9 percent for taxes 
payable in 2011 and 2012, and to 1.0 percent for 
taxes payable in 2013 and thereafter. The reduction 
in the reimbursement must be allocated to the county 
and the city in proportion to their levies. 

Art. 22. Sec. 19. {TAX3) County Criminal Justice 
Aid. Re-enacts the County Criminal Justice Aid 
program that was repealed in 2003. The formula 
distributes half of the aid based on each county's 
share of statewide population and half based on each 
county's share of Part I crimes. The appropriation is 
limited to $15 million in 2006 and 2007 only. 
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No comparable provision Art. 22. Sec. 28. (T AX3) White Bear Lake LGA. 
Appropriates $104,964 to the Commissioner of 
Revenue to make payments to the city of White Bear 
Lake. One half of that amount would be paid on 
July 20, 2005, and one half on December 6, 2005, 
the same dates on which local government aid 
payments are made. 

1 Payment of current taxes requirement for Art. 14, Sec. 2 (TAX2). Same. 
manufactured homes. Clarifies a 2003 law change 
that requires all personal property taxes on a 
manufactured home to be paid before the title may 
be transferred. The proposed changes clarify that 
these include taxes payable in the current year. 
Current law refers to taxes levied on the 
manufactured home, but since the levy date for 
manufactured home taxes is May 30, there would 
otherwise be a five-month window during which the 
new owner could obtain a certificate of title without 
paying all the personal liability taxes assessed to the 
seller. Collection problems would arise if these 
taxes are not paid when the title is transferred 
because neither the property nor the new owner 
would be liable for those taxes without this 
proposed change. 

Effective the day following final enactment. 

2 Reporting range area fiscal disparities values. Art. 14, Sec. 3 (TAX2). Same. 
Specifies that the assessment abstracts submitted to 
the commissioner of revenue include the range area 
fiscal disparities contribution values, rather than 
continuing to collect this data under the 
commissioner's general power to collect the 
necessary information from local officials. 

Effective the day following final enactment. 

3 Quintile assessments. Corrects a provision that Art. 14, Sec. 4 (TAX2). Same. 
refers to appraising one-fourth of the parcels rather 

4 

than one-fifth. A 2003 law changed the requirement 
to appraise one- fourth of the listed parcels annually 
to appraising one-fifth of the parcels. Other statutes 
referring to a quartile assessment were amended to 
refer to a quintile assessment, but this section was 
inadvertently omitted. 

Effective the day following final enactment. 

Exemption for property used under cooperative 
farming agreements and for leased housing and 
redevelopment authority property. Includes in 
the list of property exemptions, property used under 
a cooperative farming agreement and housing and 
redevelopment authority (HRA) leased property that 

Art. 14, Sec. 5 (TAX2). Same. (House language 
does not show headnote.) 
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is exempt from property tax elsewhere in statutes. 
These do .not create new exemptions since these 
uses are exempt under other sections of statute. 

Effective the day following final enactment. 

Property tax exemptions. Replaces obsolete 
references to repealed provisions with a general 
reference to other provisions of applicable law. 

Effective the day following final enactment. 

Institutions of purely public charity. Clarifies 
that in determining whether rental housing property' 
qualifies for a property tax exemption as an 
institution of pure public charity, government rent 
assistance and government financing assistance or 
tax credits provided to the owner are not gifts or 
donations to the owner in making that 
determination. \ \r., 
Effective for taxes pafa-i}te in 2004 and thereafter. 

Property subject to taconite production tax or 
net proceeds tax. Adds a new subdivision that 
describes the property tax exemptions related to the 
taconite production tax and net proceeds tax (not a 
new exemption). 

Effective the day following final enactment. 

Art. 14, Sec. 6 (TAX2). Same. 

Art. 14, Sec. 7 (T AX2). In addition to the House 
language clarifying the exemption, the Senate 
language includes additional provision allowing 
rent assistance or financing assistance to be 
considered when making determinations related to 
the exemption of whether the recipient of housing 
or housing services is required to pay in whole or in 
part for the housing. Effective payable 2004 and 
thereafter. 

Art. 14, Sec. 8 (TAX2). Same. 

8 Cross-reference to exemption for religious Art. 14, Sec. 9 (TAX2). Same. 
corporations. Adds a new subdivision providing a 
cross-reference in the property tax chapter to 
language in the nonprofit corporation chapter that 
exempts real and personal property that a religious 
corporation necessarily uses for a religious purpose 
(not a new exemption). 

Effective the day following final enactment. 

9 Cross-reference to exemption for children's Art. 14, Sec. 10 (TAX2). Same. 
homes. Adds a new subdivision providing a cross-
reference in the property tax chapter to language in 
the nonprofit corporation chapterthat exempts 
property owned by children's home corporations 
(not a new exemption). 

Effective the day following final enactment. 

10 Cross-reference to exemption for housing and Art. 14, Sec. 11 (TAX2). Same. 
redevelopment authority property and tribal 
housing authority property. Adds a new 
subdivision providing a cross-reference in the 
property tax chapter to language in the economic 
development chapter that exempts property owned 
by a housing and redevelopment authority or a tribal 
housing authority (not a new exemption). 

Effective the day following final enactment. 

11 Cross-reference to exemption for housing and Art. 14, Sec. 12 (TAX2). Same. 
redevelopment authority property. Adds a new 
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subdivision providing a cross-reference in the · 
property tax chapter to language in the economl.c 
development chapter that exempts project property 
owned by a housing and redevelopment authority 
(not a new exemption). 

Effective the day following final enactment. 

12 Cross-reference to exemption for regional rail Art. 14, Sec. 13 {TAX2). Same. 
authority property. Adds a new subdivision 
providing a cross-reference in the property tax 
chapter to language in the regional rail authority 
chapter that exempts property owned by a regional 
rail authority (not a new exemption). 

Effective the day following final enactment. 

13 Cross-reference to exemption for Spirit Art. 14, Sec. 14 {TAX2). Same. 
Mountain Recreation Area authority property. 
Adds a new subdivision providing a cross-reference 
in the property tax chapter to language in Laws 
1973 that exempts property owned by the Spirit 
Mountain recreation authority (not a new 
exemption). 

Effective the day following final enactment. 

14 Definition of installed capacity. Adds a new Art. 14, Sec. 15 {TAX2). Same. 
subdivision that defines "installed capacity" as 
"generator nameplate capacity" for purposes of 
determining qualification for utility personal 
property exemptions. Generator nameplate capacity 
is a standard definition used in the electric generator 
industry. 

Effective the day following final capacity. 

· 15 Annual reporting.dates for wind energy Art. 14, ~ec. 16 {TAX2). Same. 

16 

production tax (WEPT). Advances the annual 
reporting dates for WEPT from March 1 to Art. 8, Sec. 26 {TAX2). Same. 
February 1. Earlier filing of production reports 
from owners of these systems will allow the 
deadline for the Department of Revenue to notify 
companies and counties to also be advanced from 
March 31 to February 28. The earlier notification 
of current year tax amounts will help townships to 
better anticipate WEPT revenues for the following 
year when adopting levies in March. 

Effective for reports and certifications due in 2006 
and thereafter. 

New distribution formula for wind energy 
production tax (WEPT). Clarifies that the 
distribution of the WEPT revenues for taxes 
payable in 2004 and 2005 are based upon the local 
tax rates; i.e., the proportion that each of the local 
taxing jurisdiction's tax rates are to the total tax rate 
where the wind energy conversion system is 
located. Also provides that beginning with taxes 
payable in 2006, the distribution of the WEPT will 

Art. 14, Sec. 17 {T AX2). Same. 

Art. 8, Sec. 27 {TAX2). Also amends this section 
of statute, but provides that the distribution will be 
based on previous year tax rates. 
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be set percentages: 80% to counties, 14% to 
cities/townships, and 6% to school districts. Lastly, 
clarifies that the state is not included in the 
distribution of revenues. 

Effective the day following final enactment. 

17 Cross-reference; cooperatives organized under Art. 14, Sec. 18 (TAX2). Same. 
chapter 308B. Updates a property tax exemption 
cross-reference so that limited equity cooperative 
apartments receive the same tax treatment whether 
they are organized under chapter 308A or chapter 
308B, enacted in 2003. 

Effective for taxes payable in 2004 and thereafter. 

18 Cross-reference; cooperatives organized under Art. 14, Sec. 19 (TAX2). Same. 
chapter 308B. Updates a property tax exemption 
cross-reference so that cooperatives receive the 
same tax treatment whether they are organized 
under chapter 308A or chapter 308B, enacted in 
2003. 

Effective for taxes payable in 2004 and thereafter. 

19 Cross-reference; cooperatives organized under Art. 14, Sec. 20 (TAX2). Same. 
chapter 308B. Updates a cross-reference so that 
leasehold cooperatives receive the same property 
tax treatment whether they are organized under 
chapter 308A or chapter 308B, enacted in 2003. 

Effective for taxes payable in 2004 and thereafter. 

20 Agricultural homesteads for entity-owned land. Art. 14, Sec. 21 (TAX2). Same. 
Clarifies that a limited liability company must 
operate a "family farm" in order to receive an 
agricultural homestead classification. 

Effective the day following final enactment. 

No comparable provision. Art. 14, Sec. 22 (TAX2). Homestead penalties 
and property tax refund information. Changes 
the penalty amounts associated with the existing 
"failure-to-notify" homestead penalty and the 
existing penalty for fraudulent homesteads. Also 
adds a new penalty for homestead benefits obtained 
or retained through taxpayer negligence. Effective 
for penalty determinati9ns mad~ onqr after July 1, 
2005. 1$o adds a new paragraph to this sta e 

",,.-V"--r-eq-u-.iring the counties to provide the commissioner 
with certain information by electronic means on or 
before April 30 each year, beginning in 2006. This 
information can be used to verify the accuracy of 
homeowner property tax refund claims under 
chapter 290A. 

21 Agricultural homesteads for entity-owned land. Art. 14, Sec. 23 (TAX2). Same. 
Clarifies that in order to receive an agricultural 
homestead classification, limited liability 
companies must operate a "family farm" as defined 
in Minn. Stat § 500.24. Also allows certain trust
held pro erty to ualify for the homestead 
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classification. Provides that the person actively 
farming the trust-held land must be a qualified 
relative of the person who created the trust in order 
to qualify for the benefits. 

Effective for taxes payable in 2006 and thereafter. 

22 Determination dates for the blind/disabled 
homestead classification. Provides that an 
applicant's blind or disabled status must be 
established by July 1 of the assessment year in order 
for the property to be eligible for this classification 
for that year. 

23 

24 

Effective the day following final enactment. 

Cross-reference to exemption for cooperative 
farming agreements and leased HRA property. 
Provides that cooperative farming agreements and 
occupancy agreements are not considered leases and 
do not cause property to become subject to property 
tax. These are cross-references to existing laws and 
do not create new exemptions. 

Effective the day following final enactment. 

Utility and railroad; proceedings and appeals. 
Clarifies two procedural matters for Tax Court 
appeals of property taxes involving state-assessed 
property: (1) the case must be brought before the 
commissioner of revenue in Ramsey County, and 
(2) there must be one petition that includes all 
parcels in the state owned by the petitioner for 
which the petitioner claims the value or tax is 
incorrect. Also clarifies administrative and judicial 
appeals. The language is reorganized and rewritten 
to make the procedures easier to understand. 

Effective September 1, 2005, and thereafter. 

Art. 14, Sec. 24 {TAX2). Same. 

Art. 14, Sec. 25 (TAX2). Same. (House language 
does not show headnote.) 

Art. 14, Sec. 26 (TAX2). Utility and railroad 
appeals. Substantively the same, but the House 
language has been recodified. 

25 Appeals and equalization course. Clarifies that Art. 14, Sec. 27 {TAX2). Same. 
local boards of equalization and review have until 
the meeting dates in 2006 to achieve training 
requirements related to that year. 

Effective the day following final enactment. 

26 Local boards of appeal and equalization; Art. 14, Sec. 28 {TAX2). Same. 
documentation of annual quorum and training 
requirements. Provides that arty city or town that 
conducts local boards must notify the county 
assessor by December 1, 2006, and each year 
thereafter that they are in compliance with the 
training requirement. Also, clarifies that the proofs 
of compliance with annual quorum and training 
requirements that local boards must provide in 
December of each year, beginning in 2006, refer to 
compliance in the current year, rather than to 
compliance in the prior year. 

Effective the day following final enactment. 
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27 County board meeting dates. Strikes obsolete Art. 14, Sec. 29 (TAX2). Same. 
language that allowed county boards of equalization 
to meet on any ten consecutive days in June, rather 
than the last ten days, if the actual meeting days 
were listed on the valuation notices. Other 
provisions of law require meeting dates to be listed 
on the valuation notices, making the stricken 
language superfluous. Also clarifies that "meeting 
day" excludes Saturdays and Sundays. 

Effective the day following final enactment. 

No comparable provision (Senate provision 
somewhat conflicts with House article 1 which 
generally moves T-n-T timelines ahead slightly)~ 

Art. 14, Sec. 30 (TAX2). Date to certify levies 
and tax rates. Changes the date by which county 
auditors must certify levy and tax rate information 
to other county auditors with respect to taxing 
jurisdictions that cross county boundaries. Current 
1aw sets this date at September 20. This is not 
workable because school districts do not certify 
their levies until September 30. The proposal 
changes the date to October 5. Effective the day 
following final enactment. 

28 Disparity reduction aid levy adjustment. Strikes Art. 14, Sec. 31 (TAX2). Same. 
language requiring levies to be reduced by Disparity 
Reduction Aid (DRA), since DRA acts to reduce 
disparities in local tax rates, not levies. This change 
will not affect the amount of DRA received by a 
jurisdiction. 

Effective the day following final enactment. 

29 Reporting special levies on surveys. Gives the Art. 14, Sec. 32 (TAX2). Same. 
commissioner the option of excluding detailed 
special levy information from the levy information 
county auditors annually report. 

Effective the day following final enactment. 

30 Transmittal of state property tax levy receipts. Art. 14, Sec. 34 (TAX2). Same. 

31 

Changes the date by which county treasurers must 
transmit the state's share of property tax receipts to 
the commissioner of revenue from "on or before 
June 29" to "on or before June 28." This insures 
that the property taxes transmitted to the state are 
within the same fiscal year of receipt by the county, 
even during years in which June 29 falls on a 
Saturday. 

Effective the day following final enactment. 

Tax-forfeited property; prohibited purchasers. 
Clarifies the language prohibiting county auditors, 
treasurers, attorneys, court administrators, and 
assessors from purchasing or from having someone 
purchase on their behalf tax-forfeited land. Further 
clarifies that these prohibitions only apply to tax
forfeited land in the county for which the specified 
office-holders perform duties. Provides that a 
person prohibited from purchasing property under 
this section must not directly or indirectly have 

Art. 14, Sec. 36 (TAX2). Same except does not 
include prohibition against having another person 
purchase on behalf of prohibited person. 
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another person purchase it on their behalf for their 
benefit or gain. · 

Effective the day following final enactment. 

32 Apportionment of forfeited tax sale fund net Art. 14, Sec. 37 {TAX2). Same. 
proc.eeds. Changes the annual apportionment of net 
proceeds in each county's forfeited tax sale fund to 
eliminate the state's share. Under a provision 
enacted in 2003, the first claim on net proceeds in 
the fund are the amounts necessary (if any) to pay 
the state general property tax levies (payable in 
2004 and thereafter) on any parcel that was sold or 
rented-out during the year. Effective the day 
following final enactment for state general tax levy 
amounts payable in 2004 and thereafter. 

33 Taxability of certain forfeited lands upon sale. 
Conforms the tax status of tax-forfeited land in a 
reforestation area classified as suitable for 
agriculture that is sold to be consistent with general 
provisions relating to tax-forfeited lands. Under 
current law, when such land in a reforestation is 
sold it becomes taxable in the next assessment year, 
while other tax-forfeited land that is sold becomes 
taxable in the current assessment year. This change 
makes tax-forfeited land suitable for agriculture in a 
reforestation area taxable in the assessment year in 
which it is sold. 

Effective for sales occurring on or after July 1, 
2005. 

Art. 14, Sec. 38 {TAX2). Same. 

34 Tax-forfeited land; duties of the commissioner of Art. 14, Sec. 39 (TAX2). Same, except deletes 
finance. Clarifies that the commissioner of Commissioner of Finance and replaces· with· 
finance's responsibility for issuing conveyances for Commissioner ofNatural Resources. 
tax-forfeited land applies only to lands in 
conservation areas. 

Effective the day following final enactment. 

35 Tax-forfeited land; duties of the commissioner of Art. 14, Sec. 40 {TAX2). Same. 
natural resources. Clarifies that the commissioner 
of natural resources' responsibilities with respect to 
issuing conveyances of tax forfeited property apply 
only to tax forfeited agricultural lands in the Red 
Lake Preserve. Effective the day following final 
enactment. 

36 Tax-forfeited land; duties of the commissioner of Art. 14, Sec. 41 (TAX2). Same. 
revenue. Clarifies that statutory procedures and the 
duties of the commissioner of revenue with respect 
to repurchases of tax-forfeited land relate to all 
repurchases of tax forfeited land authorized in 
chapter 282. 

Effective the day following final enactment. 

No comparable provision. Art. 14, Sec. 42 (TAX2). Electronic filing of 
certificates of rent paid. Authorizes the 
commissioner to require owners or managing agents 
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to submit through electronic means a copy of each 
certificate of rent paid by April 15 of the year 
following the year in which the rent was paid. The 
requirement would only apply to owners or 

~ ~ managing agents who are required to issue at least 
'\ ~ 100 certificates. Effective beginning with 

\j\ ~ certificates issued for rent paid in 2006. . 

37 Senior citizens' property tax deferral program. Art. 14, Sec. 43 {TAX2). Same. 
Extends the senior citizens' deferred property tax 
amount to include any amount billed on the 
property tax statement for the property, including 
special assessments (assessment, fee, or any charge 
that is on the property tax statement), subject to the 
existing dollar amount limitations of the program. 

Effective for amounts deferred in 2006 and 
thereafter. 

38 Sustainable forest incentive act annual 
certification. Clarifies that failure to return the 
annual certification required under the sustainable 
forest program by the due date is treated like any 
other program violation and does not result in 
immediate removal from the program. Current 
language requires that land be removed from the 
program immediately upon failure to return the 
annual certification by the due date; however it has 
been administered to treat late filing of the annual 
certification like other program violations and allow 
60 days for appeal. 

Effective the day following final enactment. 

Art. 18, sec. 13 {TAX2). Same. 

39 Sustainable forest incentive act; length of Art. 18, sec. 14 {TAX2). Same. 
covenant. Adds a new section to the sustainable 
forest incentive act that addresses issues related to 
the length of the covenant. It: 

~ specifies that the covenant remains in 
effect for a minimum of 8 years, unless 
an exc·eption applies; 

~ explains how the 4-year waiting period 
in § 290C. l 0 functions and 

~ explains how to determine when the 
covenant ends. 

This language is elsewhere in the act, but by having 
it in one section, it is easier to use and understand. 

Effective the day following final enactment. 

40 Sustainable forest incentive act; early Art. 18, sec. 15 {TAX2). Same. 
withdrawal. Allows early withdrawal of land from 
the sustainable forest program if a government 
entity or any other entity that has the power of 
eminent domain acquires title or possession for a 
public purpose. The proposed change also clarifies 
that when land is acquired in this manner, only the 
land acquired is removed from the pro gram and 
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land not so acquired remains in the program. The 
current language allows early withdrawal from the 
program "in cases of condemnation for a public 
purpose." Effective the day following final 
enactment. 

41 State may guarantee county building debt. Art. 14, Sec. 44 (TAX2). Same. 
Repeals obsolete references to state aid payments to 
counties that may be offset if the state pays a debt 
service obligation on behalf of the county under this 
program. References to (i) homestead and 
agricultural credit aid ("HACA"); (ii) county 
criminal justice aid; and (iii) family preservation aid 
for counties are replaced by the new county 
program aid. 

Effective for aid payable in 2005 and thereafter. 

42 Border city development zone property tax Art. 14, Sec. 45 (TAX2). Same. 
reimbursements. Changes the date by which city 
officials must certify the amount of its tax credit 
allocation that it wishes to use to reimburse the 
county and/or city for property tax reductions 
granted under the border city development zone 
program. The current deadline is October 1 of the 
assessment year. The new deadline will be October 
1 of the taxes payable year. The payment date for 
the reimbursements (December 26 of the taxes 
payable year) will remain the same. 

Effective for reimbursements of taxes payable in 
2005 and thereafter. 

43 Property tax proceeds to state by electronic Art. 14, Sec. 52 (TAX2). Same. 
funds transfer. Changes the effective date for a 
provision enacted in 2003 that eliminated the state 
from the list of taxing authorities to which funds are 
apportioned on the various settlement days provided 
for in general law, and also from the list of 
authorities for which the county auditor issues a 
warrant for payment. The provision and the 
provision in section 44 took effect for taxes payable 
in 2004 and thereafter; this change makes it 
effective for distributions occurring on or after June 
10, 2003. The new effective date is the same as that 
provided for a corresponding 2003 provision that 
added new language requiring county treasurers and 
auditors who collect the state levy amounts to 
transmit those collections to the commissioner of 
revenue by electronic means annually on or before 
June 29, December 2, and the following January 25 
(these dates are the three settlements when the 
treasurer distributes property tax revenues to all 
taxing districts). 

44 Property tax proceeds to state by electronic Art. 14, Sec. 53 (TAX2). Same. 
funds transfer. Changes the effective date for a 
provision enacted in 2003 that eliminated the state 
from the list of taxing authorities to which the 
county treasurer makes payment of property tax 
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collections following issuance of a warrant by the 
auditor after each of the various settlement days that 
are provided for in general law. The new effective 
date is the same as that provided for a 
corresponding 2003 provision relating to county 
treasurers and auditors. 

45 Township levy adjustment for wind production Art. 14, Sec. 56 (TAX2). Same. 
tax; payable 2004 only. Grants the authorization 
(notwithstanding the normal township levy 
deadlines), to towns located in Lincoln and 
Pipestone county to adjust their payable 2004 levy 
for all or a portion of their estimated wind energy 
production tax amounts for 2004, as computed by 
the commissioner of revenue. Also grants the 
authorization or the county auditors of Lincoln and 
Pipestone counties to make the necessary 
adjustments for those towns that recertified their 
levies by March 15, 2004. This provision was in 
the 2004 Omnibus, which was not enacted. 

46 Repealer. Paragraph(a) repeals Art. 14, Sec. 57 (TAX2). Paragraph (a) is same. 

~ § 2 73 .19, subd. 5, which provides a 
limited exemption for some 
hydroelectric facilities on government 
owned sites, duplicating a non-limited 
exemption provided in § 272.02, subd. 
15. 

~ § 274.05, which is obsolete certification 
between county auditors and assessors 

~ § 275.15, containing obsolete language 
relating to levy limits. 

~ § 275.61, subd. 2, an expired subdivision 

~ § 283.07, containing obsolete language 
relating to refunding of property taxes on 
railroad property in certain 
circumstances. 

Effective the day following final enactment. 

Paragraph (b) repeals Minn. Stat. § 469 .1794, subd. 
6. Minn. Stat. § 469.1794 allows up to a four-year 
duration extension for tax increment financing 
("TIF") districts that existed prior to August 1, 
2001; and which now have deficits, as defined in 
the section, due to the 2001 property tax reforms. 
Subdivision 6 allows up to an additional two-year 
duration extension conditioned on approval by the 
commissioner of revenue. Effective the day 
following final enactment for those districts eligible 
under Minn. Stat. § 469 .1 794. 

Paragraph ( c) repeals language allowing the 
Alexandria Lake Area sanitary sewer district and 
the Central Lakes region sanitary sewer district to 
levy property taxes on an alternative tax base that is 

No comparable provision. 

Art.14, Sec. 57 (TAX2). Paragraph (b) is same. 
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not going to be used. 

Paragraph ( d) repeals sections 270.85; 270.88; and No comparable provision. 
273.37 which are all related to the proceedings and 
appeals for utility and railroad valuations that was 
rewritten in section 24. Effective September 1, 
2005. 

Adjutant general; authority. Authorizes the 
adjutant general to administer the funds collected 
through the income tax checkoff created in section 
34. 

Filing requirements; military personnel. 
Provides that military compensation qualifying for 
the new subtraction under section 1 7 is ignored in 
determining the filing requirement. Thus, a 
member of the military whose other Minnesota 
source income-beside military pay that qualifies 
for the subtraction-is below the filing requirement 
would not be required to file a Minnesota return. 
This will avoid requiring these individuals to file a 
tax return as a result of the subtraction. 

Electronic payment of refunds. Requires 
corporations to include information on returns to 
allow the commissioner to pay tax refunds 
electronically. 

Effective for returns filed after December 31, 2005. 

Bonus depreciation included on composite 
returns filed by partnerships, "S" corporations, 
and trusts for nonresident individual or trust 
partners, shareholders or beneficiaries. Allows a 
trust that is a partner, shareholder, or beneficiary to 
be included on a composite return that fulfills the 
Minnesota nonresident owner filing requirement for 
flow-through income. Clarifies that the bonus 

Art. 19, sec. 1 (TAX3). Priorities. Adds to the list 
of items to which the Commissioner of Finance 
must allocate money after determining that there 
will be a positive unrestricted budgetary general 
fund balance under Minnesota Statutes, section 
16A.152, subdivision 2. The additional priorities 
include the amount necessary to eliminate the 
accelerated payment of June tax liabilities; the 
amount necessary to provide interest on claims for 
refunds on capital equipment sales tax; and the 
amount necessary to make local government aid 
payments in six installments from July through 
December. 

No comparable provision 

No comparable provision 

Art. 13, sec. 1 (T AX2). Electronic payment of 
refunds. Same 

Art. 13, sec. 2 (TAX2). Bonus Depreciation 
Included on Composite Returns Filed by 
Partnerships, "S" Corporations, and Trusts for 
Nonresident Individual or Trust Partners, 
Shareholders or Beneficiaries. Same 
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depreciation addition coming from the flow-through 
entity is included on the Minnesota composite 
return. Provides that a subtraction for bonus 
depreciation may be taken on the composite return 
to the extent the owner would have been entitled to 
the subtraction had the owner filed his or her own 
Minnesota return. 

Effective for tax years beginning after December 
31, 2004. 

Local use tax. Directs the commissioner of 
revenue to include information about payment of 
local use taxes, including a list of jurisdictions that 
impose local sales and use tax, in the income tax 
booklet along with the information that is already 
included about state use tax. 

Fractional year returns of unitary corporations. 
Permits a corporate member of a unitary group to 
file a :fractional year return on the same date the 
unitary group's corporate return is due. 

Effective for :fractional years closing after 
December 31, 2004. 

Extension to file estate tax return. Replaces the 
requirement that the commissioner find good cause 
in allowing a Minnesota estate tax return filing 
extension with an automatic filing extension for 
requests received within nine months of the 
decedent's death. 

Effective for estates of decedents dying after 
December 31, 2004. 

Payment of withholding on nonresident income. 
Requires partnerships with nonresident partners 
(and S corporations with nonresident shareholders 
and trusts with nonresident beneficiaries) to pay 
Minnesota withholding tax on Minnesota source 
income on a quarterly basis during the year, like all 
other taxpayers, rather than paying with the entity's 
return filed after the tax year has ended. 

Effective for tax years beginning after December 
31, 2005. 

Limits on recalculation of separate spouse 
liability. Exempts the commissioner from 
recalculating separate liability for an ex-spouse 
when a request is made six years or longer after the 
due date of the return. Also exempts the 
commissioner from recalculating separate liability if 
the remaining unpaid liability for which the 
recalculation is requested is $100 or less. 

No comparable provision 

Art. 13, sec. 3 (TAX2). Fractional Year Returns 
of Unitary Corporations. Same 

Art. 18, sec. 6 (T AX2). Extension to File Estate 
Tax Return. Same 

Art. 1, sec. 1 (TAXl). Witholding on nonresident 
income. Same 

Art. 18, sec. 7 (TAX2). Recalculation of Separate 
Spouse Liability. Same 
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Effective for requests for relief made on or after the 
day following final enactment. 

10 Federal tax changes. Clarifies that corporate Art. 13, sec. 4 {T AX2). Federal Tax Changes. 
franchise tax returns are included among the returns Same 

11 

that must be filed by a taxpayer when the taxpayer 
is notified of changes to a federal return. 

Effective the day following final enactment. 

No comparable provision 

Electronic payment of refunds. Authorizes the 
commissioner to require corporations to include 
information on returns to allow the commissioner to 
pay tax refunds electronically. 

Effective for returns filed after December 31, 2005. 

Art. 5, sec. 1 {T AX2). Extensions for service 
members. Amends section 289A.39, subdivision 1, 
to extend the time for filing returns, and the time for 
appealing orders affecting state taxes or property 
taxes for service members. 

Effective date: For taxable years beginning after 
December 31, 2002, and for property taxes payable 
after 2003. 

Art. 13, sec. 5 {T AX2). Electronic Payment of 
Refunds. Same 

12 Preparer penalty. Extends the preparer penalties No comparable provision 
to those who act with reckless disregard of the law 

13 

or rules. Present law applies only to "willful" 
actions. The penalty is $500. 

Effective for returns submitted after December 31, 
2005. 

Penalty for improperly claiming a refundable 
credit. Adds a penalty for individuals who claim 
the working family credit, dependent care credit, K-
12 education credit, or property tax refund 
fraudulently or with reckless or intentional 
disregard of the law. Individuals who fraudulently 
claim a credit would be barred from claiming the 
same credit for the next ten years. Individuals who 
Claim a credit with reckless or intentional disregard 
of the law would be barred from claiming the same 
credit for the next two years. 

Effective for credits or refunds claimed after 
December 31, 2005. 

No comparable provision 

Art. 13, sec. 6-7 {T AX2). Fraudulent Claims for 
Refund. Different. Senate amends two different 
sections of statute to provide a 50 percent penalty 
for the portion of any refund claim that is found to 
be fraudulent, and strikes language that disallowed 
the amount of a fraudulent property tax refund 
claim without imposing any additional penalty. 

Art. 20, sec. 1 (T AX3). Foreign Operating 
Corporation. Modifies the definition of a foreign 
operating corporation by requiring that the average 
of the percentages of its property and payrolls 
assigned to locations outside of the United States is 
80 percent or greater, and it has at least $2 million 
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Definition of nonresident. Removes military 
personnel in active service outside Minnesota from 
the definition of nonresident. These individuals are 
provided with a subtraction in place of nonresident 
treatment in section 1 7. 

of property and $1 million of payroll outside the 
United States. 

Art. 5, sec. 2 (TAX2). Resident status of military 
personnel. Same for military personnel. 

In addition, the section prohibits the commissioner No comparable provision 
or a court from considering any of the following 
factors in applying the domicile test of Minnesota 
residency for individual income tax purposes: 

~ The state in which the individual has 
professional licenses 

~ The location of union memberships 

~ The location of bank accounts or where 
the individual conducts transactions with 
financial institutions 

~ The location of a place of worship of 
which the individual is a member 

~ The location of business relationships 
and where the individual transacts 
business 

~ . The location of organizations (country 
clubs, social organizations and similar) 
to which the individual belongs 

~ Statements the individual makes to 
insurance companies regarding 
residence. 

This will prevent the taxpayer from using these 
factors as evidence to prove non-resident status. 
The overall effect likely will make the 183-day test 
more important, as well as the remaining factors 
(ownership of property, homestead status, location 
of living quarters, where the individual works, 
drivers license, schools attended by individual or 
family members, and so forth). 

Effective for tax year 2005. 

15 Resident trust. Modifies the rules for determining Art. 19, sec. 2 (TAX3). Resident trust. Same 
whether "grandfathered" non-grantor type trusts are 
resident trusts. The modification only applies to 
trusts not covered by the changes made to the law in 
1995; these are trusts that became irrevocable by 
December 31, 1995 or were administered in 
Minnesota by that date. Present law treats these 
trusts as Minnesota resident trusts if they are 
"administered in Minnesota." (This test does not 
appear in the current statutory language, but was in 
the law in 1995 before the current test was enacted 
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prospectively-for trusts that became irrevocable or 
were administered in Minnesota by December 31, 
1995-and, thus, continues to apply t~ these "old" 
trusts, even though it is not in the current edition of 
the statutes.) 

The section establishes a clearer or more "bright 
line" test of resident status for these trusts. If the 
trust meets two out of three criteria, it is treated as a 
Minnesota resident trust: 

~ A majority of the discretionary 
investment decisions are made in 
Minnesota (However, hiring an agent to 
make investments is not considered 
making an investment decision, if the 
relationship meets the test described 
below.); 

~ A majority of discretionary distribution 
decisions are made in Minnesota; and 

~ The official books and records of the 
trust are kept in Minnesota. 

Decisions by an appropriately hired agent or 
custodian are not taken into account, if the trustees 
(1) can revoke the delegation and (2) regularly 
monitor the agent or custodian's performance. Put 
another way, the agent or custodian cannot be the de 
facto trustee. 

Effective for tax year 2005. 

16 Individuals; additions to taxable income. Makes 
two changes: 

Changes references from "income taxes" 
to "taxes based on net income" to be 
consistent with other statutes; 

Eliminates the addition for expenses 
attributable to interest on U.S. bonds. 
Instead these expenses will be netted in 
computing the subtraction for U.S. bond 
interest. 

No comparable provision 

Effective for tax years beginning after December 
31, 2004. 

Art. 13, sec. 8 (T AX2). Addition for Expenses 
for Income Taxable Federally but Not by 
Minnesota. Same with respect to references to 
"income taxes" and expenses attributable to interest 
on U.S. bonds. 

Art. 5, sec. 3 (T AX2). Additions to taxable 
income. Amends section 290.01, subdivision 19a, 
by adding clause (8), to require individual taxpayers 
to adjust the computation of taxable income by 
adding back any deduction taken on the federal 
return that is not allowed under new section 290.10, 
subdivision 2, dealing with fines, penalties, 
damages and expenses. 

Effective for tax years beginning after December 
31, 2004. 
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17 Individuals; subtractions from taxable income. 
Makes several changes: 

Provides that the subtraction for interest 
on U.S. bonds is interest net of expenses. 

Eliminates the subtraction for Youth 
Works post-service benefits. These 
federal benefits were last paid in 2002, 
and while the benefits are still authorized 
at the federal level no funding is 
available. 

~ Allows owners of an "S" corporation 
that converted from a "C" corporation to 
claim pro-rata subtractions of any 
remaining bonus depreciation 
subtractions remaining that resulted from 
the add-back of 80 percent of federal 
bonus depreciation required by the 
predecessor "C" corporation. 

~ Clause (11) allows an income tax 
subtraction to members of the national 
guard or reserves for compensation paid 
while on active service in Minnesota, 
whether funded by the state or federal 
government. The subtraction does not 
apply to regular training or drill pay. 

Clause (12) allows an income tax 
subtraction for members of the military 
in active service outside Minnesota. 
This subtraction replaces current law 
treatment of these individuals, which 
deems them to be nonresidents during 
the time they are outside Minnesota. 

Clause (13) allows an income tax 
subtraction of up to $10,000 for travel, 
lodging, and lost wages (net of sick pay) 
related to human organ donation for 
transplantation by a living donor. 
Allows the subtraction for donation of 
all or part of an individual's liver, 
pancreas, kidney, intestine, lung, or bone 
marrow. 

The elimination of the Youth Works subtraction, the 
subtraction for U.S. interest income, the two 
military compensation subtractions, and the organ 
donor expense subtraction are effective for tax years 
beginning after December 31, 2004. The change to 
the bonus depreciation subtraction is retroactively 

Art. 13, sec. 9 (T AX2). Subtractions from 
Federal Taxable Income. Same with respect to 
subtraction for interest on U.S. bonds, Youth Works 
subtraction, and bonus depreciation for "S" 
corporations that converted from "C" corporations. 

Art. 5, sec. 4 (TAX2). Exclusions. Clause (13) is 
the same for in-state active service. 

Art. 6, sec. 4 (TAX3). Subtractions. Clause (13) 
provides a subtraction for in-state active service, but 
includes Active Guard Reserve compensation and 
does not provide references for explicitly excluding 
regular drill and training pay. 

Art. 5, sec. 4 (TAX2). Exclusions. Clause (14) is 
the same for out-of-state active service. 

Art. 5, sec. 4 (T AX2). Exclusions. Clause (12) is 
similar for organ donors. House limits to living 
organ donors, and extends subtraction to expenses 
incurred by a parent for an organ donation made by 
a child. House ties subtraction to year in which 
donation made, Senate to year in which expenses 
incurred. House references expenses not deducted 
in computing federal taxable income; Senate 
expenses included in federal taxable income. Other 
minor language differences. 
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effective to tax years beginning after December 31, 
2001. 

18 Corporations; additions to federal taxable Art. 13, sec. 10 {TAX2). Corporations; 
income. Makes two changes: Additions to Federal Taxable Income. Same with 

~ Eliminates the subtraction for the federal respect to federal environmental tax and bonus 
environmental tax. This tax has not been depreciation reference. 
imposed since 1995. 

~ Clarifies a reference to bonus 
depreciation in the Internal Revenue 
Code. 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

Art. 5, sec. 5 {T AX2). Additions to corporate 
taxable income. Amends section 290.01, 
subdivision 19c, by adding clause (17), to require 
corporate taxpayers to adjust the computation of 
taxable income by adding back any deduction taken 
on the federal return that is not allowed under new 
section 290.10, subdivision 2, that addresses fines, 
penalties, damages,. and expenses. 

Art. 20, sec. 2 (T AX3). Foreign Royalty 
Deduction. Repeals the foreign royalty subtraction 
currently available to an FOC or foreign 
corporation. 

Art. 5, sec. 6 {T AX2). Exempt entities. Amends 
section 290.05, subdivision 1, to include in the 
definition of entities exempt from state income tax, 
corporations operating a personal rapid transit 
system. Income of the corporation that is not 
derived from the personal rapid transit system is not 
exempt under this section. 

Effective date: For taxable years beginning after 
December 31, 2008. 

Art. 5, sec. 7 (T AX2). Individual income tax 
rates. Amends section 290.06, subdivision 2c, to 
increase the income tax rate from 7.85 percent to 
8. 0 percent for the highest income bracket. 

Effective date: For taxable years beginning after 
December 31, 2004, but only if the changes to the 
individual alternative minimum tax are enacted. 

Art. 19, sec. 4 {TAX3). Individual income tax 
rates. Provides for new brackets and rates, and 
establishes a fourth bracket with an 10.65 percent 
tax rate for married joint filers with taxable income 
over $250,000; $166,665 for single filers; and 
$208,330 for head of household filers. The fourth 
bracket terminates in the first taxable year 
beginning after the Commissioner of Finance 
reports that there is a sufficient fund balance to 
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No comparable provision 

19 Credit for taxes paid to other states; income 
taxes paid to other states. Changes references 
from "taxes on or measured by net income" to 
"taxes based on net income" to be consistent with 
other statutes. Corrects a cross-reference. 

Effective for tax years beginning after December 
31, 2004. 

No comparable provision 

complete all the allocations outlined in Minnesota 
Statutes, section 16A. l 52, subdivision 2. 

Art. 19, sec. 5 (T AX3). Indexing of brackets. 
provides for indexing of the income tax brackets for 
tax year 2006 and following years. 

Art. 13, sec. 11 (T AX2). Income Taxes Paid to 
Other States. Same 

Art. 5, sec. 8 (T AX2). Transit pass refunds. 
Converts the current credit for transit passes to a 
refund for employers who incur expenses to provide 
transit passes for use in Minnesota to employees. 

20 Investment tax credit for dairy farms. Art. 19, sec. 6 (T AX3). Dairy investment credit. 
Establishes a dairy investment credit against Similar, except House includes pasture 
individual income,0r corporate franchise taxes owed development (but not land acquisition) in eligible 
to the state. The credit amounts to ten percent of expenditures, and maximum statewide credit under 
the first $500,000 of investment and a declining Senate is $900,000 in 2005, $2,000,000 in 2006, 
amount as the qualifying investment increases to $3,500,000 in 2007, and $4,000,000 in 2008 and 
$1,000,000 (at which level the total tax credit caps subsequent years (House limits to $900,000 in 2005 
out at $75,000). and $1,000,000 per year in following years). 

Eligible expenditures include barns, fences, water 
and feed facilities; milking, robotic, and milk 
storage equipment; manure handling equipment and 
storage facilities; methane digesters and energy 
production equipment; on-farm processing; and 
pasture development (but not land acquisition). 

To be eligible for the dairy investment credit a 
taxpayer must apply to the commissioner of 
agriculture on a form that includes a statement of 
qualifying expenditures. The commissioner of 
agriculture must issue credit certificates to qualified 
applicants on a first- come, first-served basis, until 
certificates for the full amount authorized for the tax 
year have been issued. Applications which do not 
receive certificates remain in line for certificates in 
following tax years. The total amount of certificates 
is limited to $900,000 in tax year 2005 and $1 
million per year in following years. 

The credit may be applied to the taxpayer's liability 
in the year the certificate is received, and unused 
credit amounts may be carried forward for a 
maximum of 15 successive tax years. 

The credit is available for qualifying expenditures 
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made after December 31, 2004. 

No comparable provision 

No comparable provision 

Dependent care credit; subtractions for military 
pay included in apportionment for residents. 
Provides that the two new subtractions for military 
pay are considered earned income assignable to 
Minnesota for purposes of apportioning the 
dependent care credit. 

Dependent care credit; income definition. 
Provides for subtracting the income of the lesser 
earning spouse from the measure of income under 
the phaseout of the dependent care credit. This 

Art. 5, sec. 9 (T AX2). Carsharing credit. 
Amends section 290.06, by adding a subdivision 
that creates a nonrefundable income tax credit for a 
membership fee and dues to a nonprofit carsharing 
organization. The maximum amount of the credit 
for an individual is $390. An employer may also 
claim the credit for carsharing membership and 
dues paid for its employees. An owner of a parking 
facility that donates parking space to a nonprofit 
carsharing organization to park the motor vehicles 
used for carsharing may claim a credit for the value 
of the parking space, based on the minimum charge 
to other customers for parking in the facility. 

Effective date: For taxable years beginning after 
December 31, 2005. 

Art. 5, sec. 10 (TAX2). Regional ~nvestment 
credit. Amends section 290.06, by adding a 
subdivision that creates a nonrefundable income tax 
credit for investments into a "Regional Angel 
Investment Network Fund." The credit equals 25 
percent of the amount invested in the fund, limited 
to the lesser of the' tax imposed or the amount 
certified by the Commissioner of Trade and 
Economic Development, unused credit amounts 
may be carried forward to the 15 succeeding taxable 
years. 

An investment fund qualifies as a R.A.I.N. fund if it 
is a limited liability company whose members are 
accredited by the Securities and Exchange 
Commissioner, it primarily invests in emerging and 
expanding small businesses or cooperative 
associations located in communities outside the 
metro area, and does not invest in residential real 
estate. A total of $10,000,000 in credits are 
available. 

Effective date: For taxable years beginning after 
December 31, 2005, and for investments made after 
a certification of a fund. 

Art. 6, sec. 11 (T AX2). Dependent Care Credit 
Exempt Income Ratio. Same with respect to 
combat pay and in-state military active service pay; 
Senate does not reference out-of-state military 
active service pay. 

No comparable provision 
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23 

eliminates the "marriage penalty'' that results from 
the income phaseouts under the credit insofar as 
earned income is concerned. 

Working family credit; subtractions for military 
pay included in apportionment for residents. 
Provides that the two new subtractions for military 
pay are considered earned income assignable to 
Minnesota for purposes of apportioning the working 
family credit. 

In addition, to provide relief from "marriage 
penalties," the phase-out thresholds are increased 
for married filers: 

~ In tax year 2006, by the greater of (1) 
$2,000 or (2) the earned income of the 
lesser earning spouse 

~ In tax years 2007 through 2010, by the 
greater of (1) $3,000 or (2) the earned 
income of the lesser earning spouse 

~ In tax years after 2010, by the earned 
income of the lesser earning spouse. 

Art. 6, sec. 13 {T AX2). Working family credit 
exempt income ratio. Same with respect to 
combat pay and in-state military active service pay; 
Senate does not reference out-of-state military 
active service pay. 

No comparable provision with respect to marriage 
penalty relief. 

24 Working family credit; definition. Updates a No comparable provision 
reference to adjusted gross income; the old 
reference was to a language in the Internal Revenue 
Code that has been repealed. 

25 Long-term care insurance credit. Allows the No comparable provision 
long-term care insurance credit on premiums, 
regardless of whether the taxpayer claimed the 
premiums as an itemized deduction. Present law 
does not allow the credit on the premiums to the 
extent claimed as an itemized deduction, but does 
allow credit on premiums paid by self-employed 
individuals who can claim an "above-the-line 
deduction" for those premiums. This equalizes the 
treatment of self-employed and all other taxpayers. 

Effective for tax years beginning after December 
31, 2004. 

26 Long-term health insurance credit. Is a 
complementary provision to section 25. 

27 

Effective for tax years beginning after December 
31, 2004. 

K-12 education credit; qualifying curriculum 
areas. Updates a reference specifying curriculum 
areas of study for which fees for instruction qualify 
for the education credit, made necessary by the 
2003 repeal of the graduation standards and profiles 
of learning. 

No comparable provision 

Art. 13, sec. 12 {TAX2). Education Credit Cite 
to Education Code. Same 
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K-12 education credit. Removes the $2,000 per 
family limit for the K-12 education credit. The 
maximum credit per child would remain at $1,000, 
but for an unlimited number of children. Taxpayers 
would be able to distribute the maximum per family 
among children at their discretion. 

For tax year 2005, retains the credit phaseout at the 
rate of $1 for each $4 of household income over 
$33,500 for families claiming the credit for one 
child, and at the rate of $2 for each $4 of household 
income for families claiming the credit for two or 
more children. The credit would fully phase out for 
incomes between $33,500 and $37,500 for families 
with one or two children, and the phaseout would 
extend by an additional $2,000 of income for each 
additional child for whom the credit is claimed. 

For tax year 2006 and following years, starts the 
credit phaseout at the greater of $33,500 or 185% of 
the federal poverty guideline in effect for the tax 
year, adjusted for family size (in 2005 185% of the 
guideline for a family of four is $35, 798. The credit 
would phase out at a rate of $1 for each child for 
whom the credit is claimed for each $4 over the 
threshold. 

Under current law, the K-12 education credit is 
subject to limits of $1,000 per child and $2,000 per 
family. The credit begins to phase out when 
household income reaches $33,500, and is not 
available to families with incomes over $37,500. 
The credit equals 7 5 percent of qualifying expenses. 

No comparable provision 

Art. 5, sec. 11 (T AX2). Education credit. Same 
on removal of family cap and sharing of expenses 
among children. 

Different on corresponding changes to phaseout. 
Senate phases out credit at rate of $1 for every $4 
over $33,500 for all families, regardless of number 
of qualifying children. House phases out credit in 
tax year 2005 at a rate of $1 for every $4 over 
$33,500 for families with one child, and $2 for 
every $4 over $33,500 for families with two or 
more children. In tax year 2006 and following 
years House phaseout is at the rate of $1 for each 
qualifying child for every $4 over the greater of 
$33,500 or 185% of federal poverty guideline as 
adjusted by family size. 

Art. 5, sec. 12 (T AX2). Credit for historic 
structure rehabilitation. Provides an income tax 
credit equal to 10 percent of the amount expended 
by a taxpayer for rehabilitation of a certified historic 
structure, or a structure in a certified historic district 
that is offered or used for residential or business 
purposes. 

In order to claim the credits, a taxpayer must apply 
to the State Historic Preservation Office of the 
Minnesota Historical Society before historic 
rehabilitation project begins. The office will 
determine the amount of eligible rehabilitation costs 
and determine whether the rehabilitation meets the 
standards of the United States Department of 
Interior. If it is determined that it is eligible, the 
taxpayer would receive certificates verifying the 
eligibility and the amount of the credit which would 
be attached to the taxpayers income tax return. 

In lieu of receiving the tax credit, the taxpayer may 
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elect to receive a historic rehabilitation mortgage 
credit certificate. The face amount of the certificate 
would be equal to the credit that would otherwise be 
provided. The .certificate would be transferred by 
the taxpayer to a lending institution in connection 
with a loan that is secured by the building for which 
the credit is issued. The proceeds of the loan must 
be used for the acquisition or rehabilitation of the 
building. The amount provided by the lending 
institution to the taxpayer must be used to reduce 
the principal amount of the loan, the rate of, interest 
on the loan, or, in the case of a qualified his.toric 
home that is located in a poverty impacted area, the 
taxpayer's cost of purchasing the building. The 
lending institution may take a credit against its 
income or franchise tax in an amount equal to the 
amount specified in the certificate. 

The Minnesota Historical Society is required to 
annually determine the economic impact to the state 
from the rehabilitation of eligible property for 
which these credits are provided and report on this 
impact to the taxes committee of the legislature. 

29 Alternative minimum tax subtraction. Eliminates Art. 5, sec. 13 (TAX2). Alternative minimum tax. 

30 

the adjusted gross income (AGI) threshold for Same except Senate is effective for tax year 2005, 
subtraction of charitable contributions under the and contingent on enactment of the increase in the 
alternative minimum tax beginning for tax year top individual income tax rate and the increased 
2006. Under current law (through tax year 2005), exemption amounts for AMT. 
subtractions in excess of 1 % of AGI may be 
subtracted. 

No deduction allowed for federal exemption for 
dependents. 

Provides an alternative minimum tax (AMT) 
subtraction equal to the military pay and organ 
donor expense subtractions in section 1 7. This 
prevents individuals claiming the military pay and 
organ donor expense subtractions from shifting 
from the regular tax to the AMT. 

Alternative minimum tax exemption amount. 
Increase the exemption amount under the AMT. 
The table shows the amounts for married joint 
filers. The amounts for married separate and single 
filers are increased proportionately. 

Tax year Exemption-
Married Joint 

Present law $40,000 
2005 42,000 
2006 45,000 
2007 50,000 
2008 and later indexed for inflation 

Senate also allows a deduction for the amount of the 
federal exemption for dependents. 

Same for organ donor expense, Senate does not 
provide AMT subtraction for military pay. 

Art. 5, sec. 14 (T AX2). AMT exemption 
amounts. Different. Senate amends section 
290.091, subdivision 3, to increase the amount of 
income that is exempt from AMT to $66,300 for 
married filing joint returns, and to $33,150 for 
single filers. The exemption amount is reduced by 
25 percent of the income that exceeds $248,600 for 
joint filers, and $124,300 for single filers. The 
exempt amounts will be adjusted for inflation. 

Effective date: Taxable years beginning after 
December 31, 2004, only if the increase in the top 
individual income tax rate and the additional 
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Cross-reference; cooperatives organized under 
chapter 308B. Updates a corporate franchise tax 
cross-reference so that cooperatives receive the 
same tax treatment whether they are organized 
under chapter 308A or the newer chapter 308B. 

Effective for taxes payable in 2004 and thereafter. 

No comparable provision 

No comparable provision 

No comparable provision 

deductions for AMT are also enacted. 

Art. 13, sec. 13 {T AX2). Cross Reference to 
Cooperatives Organized Under Chapter 308B. 
Same 

Art. 5, sec. 15 {TAX2). Nondeductible payments 
to government. Adds a subdivision to section 
290.10 that provides that amounts paid to a U.S., 
state or local government entity, the District of 
Columbia, Commonwealth of Puerto Rico, foreign 
government or agency or instrumentality of any 
government, associated with a violation of a law are 
not deductible business expenses whether 
characterized as fines, penalties, damages, 
restitution, legal fees or expenses. These payments 
are not deductible when paid under a criminal or 
civil court order, an administrative action, a plea 
agreement, or settlement agreement. 

Effective date: For taxable years beginning after 
December 31, 2004. 

Art. 19, sec. 7 {TAX3). Deferred Payment of 
Compensation. Extends state taxation of 
compensation earned in Minnesota by a Minnesota 
resident but which is received by the recipient when 
the recipient was not a resident of the state for any 
part of the taxable year in which the wages are 
received. 

Art. 20, sec. 3 {T AX3). Dividends received 
deduction. Disallows a dividend received 
deduction from an FOC if the deemed dividend 
includes dividends, interest, royalties, or capital 
gams. 

32 Single factor sales apportionment; regular No comparable provision 
corporations. Provides for a 3-year phase-in of 

33 

single factor sales apportionment of income 
beginning with tax year 2007 for regular 
corporations. The phase-in schedule is as follows: 

Tax year Sales Percentage 
Present law 75% 
2007 78% 
2008 95% 
2009 100% 

Effective for tax years beginning after December 
31, 2006. 

Single factor sales apportionment; financial No comparable provision 
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institutions. Phases-in single·factor sales 
apportionment for financial institutions under the 
same schedule applicable to regular corporations 
under section 32. 

Effective for tax years beginning after December 
31, 2006. 

34 National guard and reserves checkoff. 

Subd. 1. Tax checkoff created. Directs 
the commissioner of revenue to amend the 
individual income tax form to permit tax 
filers to voluntarily designate that $1 or more 
shall be paid into the Minnesota Military 
Families Relief Account. The amount 
designated is subtracted from the refund or 
added to the tax due. Establishes a standing 
appropriation of all checkoff revenues to the 
Adjutant General for making the grants as 
needed. Provides that the checkoff is subject 
to removal from the income tax form as 
provided in section 3 7. 

Subd. 2. Grants. (a) Authorizes the 
Adjutant General to make grants either 
directly to eligible individuals, or to one or 
more eligible foundations to administer for 
that same purpose. 

(b) Defines "eligible individual" as a 
National Guard or Reserve member who has 
been ordered to federal active service (under 
Title 10) since 9/11 and has a financial need 
as a result of that service, or the spouse or 
dependent child or surviving spouse or 
dependent child of that member provided that 
person is a Minnesota resident who is 
currently residing within Minnesota. 

( c) Defines "eligible foundation" as any 
organization that: 

(1) is tax-exempt under 501(c)(3); 

(2) is incorporated with the stated purpose 
of providing financial assistance to 
members of the Minnesota National 
Guard and other military Reserves and 
their families and survivors; and 

(3) agrees to administer the funds as 
directed by the adjutant general. 

( d) Establishes the maximum grant amount at 
$2,000 for an eligible individual in any 

No comparable provision 
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calendar year. 

( e) and ( f) Provide that the state pledges that 
amounts contributed will be used solely for 
the purposes of this law, and that additional 
conditions or restrictions will not be imposed. 

(g) Defines 'federal active service" by 
reference to statute, but excludes service 
exclusively for training, as well as full-time 
employment in Active Guard & Reserve 
status (AGR). 

Subd. 3. Annual report required. Requires 
the Adjutant General to report annually to the 
legislature on the number, amounts and uses 
of the grants. The first report is due by 
February 1, 2007. 

Effective date. For income tax returns for taxable 
year 2005 and thereafter. 

35 Public safety officer checkoff. Provides for a No comparable provision 
checkoff on the individual income tax form, 
allowing individuals to designate that $1 or more be 
directed towards a public safety memorial and 
survivors account. The amount designated in the 
checkoff would be added to the tax due or deducted 
from the refund. Provides that the checkoff is 
subject to removal from the income tax form as 
provided in section 3 7. 

Credits amounts contributed through the checkoff to 
the public safety officer memorial and survivor 
account. Money in the account may be used to 
make grants to associations that assist in building 
and preserving state memorial monuments, assist 
the families of public safety officers killed in the 
line of duty, award scholarships to surviving family 
members, and otherwise provide services relating to 
officers killed in the line of duty. Provides that 
interest earned on the account is credited to the 
account. Appropriates the money to the 
commissioner of public safety for the designated 
purposes. 

Provides that the state pledges that amounts 
contributed will be used solely for the purposes of 
this law, and that additional conditions or 
restrictions will not be imposed. 

Directs the commissioner of public safety to report 
annually to the chairs and ranking minority 
members of criminal justice policy and funding 
committees on grants awarded, excluding the 
amount transferred to the public safety officer's 
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benefit account. 

Establishes an eight-member council to advise the 
commissioner of public safety on the distribution of 
grants. Provides that members serve without 
compensation. Requires the commissioner to 
consider the council's recommendations. 

Provides a cross-reference to current definitions of 
the terms "killed in the line of duty'' and "public 
safety officer." 

The section is effective for income tax returns 
relating to taxable years beginning in 2005. 

36 K-12 education, higher education, 
transportation, health care, nursing home, and 
clean water checkoffs. 

Subd. 1. Allows individual taxpayers to 
designate on their income tax return that $1 or 
more be added to their tax or deducted from 
their refund and directed to one or more of six 
special accounts for: 

~ K-12 education, for technology and 
capital improvement grants 

~ Higher education, for state assistance to 
students based on need 

~ Transportation, for local road and bridge 
funds 

~ Health care, to provide for public health 
care programs 

~ Nursing home assistance, for state 
reimbursement of nursing home costs 

~ Environmental clean water, for grants to 
cities for wastewater treatment 

Requires individuals at least $1 to each 
account designated. 

Subd. 2. Creates special accounts to 
receive contributions made under the 
surcharge in subdivision 1 and provides for 
the amounts in the accounts to be 
appropriated annually. Appropriations are 
made as follows: 

~ K-12 education contributions are 
appropriated to the commissioner of 
education to make one-time grants to 
school districts 

No comparable provision 
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~ Higher education contributions are 
appropriated to the Higher Education 
Services Office to provide assistance to 
postsecondary student with financial 
need 

~ Transportation contributions are 
appropriated to the commissioner of 
transportation for improvements to local 
roads and bridges 

~ Health care contributions are 
appropriated to the commissioner of 
human services to provide for additional 
adult participation in MinnesotaCare 

~ Nursing home contributions are 
appropriated to the commissioner of 
human services to fund a one-time 
increase in the state paid nursing home 
reimbursement rate 

~ Environmental clean water contributions 
are appropriated to the public facilities 
authority to make one-time grants to 
municipalities for wastewater treatment 
facilities 

Provides that appropriations under this section are 
one-time and do not become part of base level 
funding. Provides that each of the checkoffs in this 
section are subject to removal from the income tax 
form as provided in section 3 7. 

No comparable provision 

37 Administration of checkoffs. Directs the 
commissioner to list the nongame wildlife checkoff, 
the state elections campaign checkoff, the national 
guard and reserves checkoff, the public safety 
officer checkoff, and the checkoffs proposed in 
section 3 6, on a separate form, with the total 
amount contributed transferred to a line on form M
l. Provides that each of the new checkoffs, 
including each individual checkoff in section 36, is 
subject to removal from the income tax form if the 
checkoff fails to receive at least $100,000 of 
contributions from at least 8 percent of all returns 

Art. 5, sec. 16 (TAX2). Global War on Terrorism 
checkoff. Provides for a checkoff on the individual 
and corporate income tax return, and the property 
tax refund claim form. The amounts donated under 
these checkoffs would be annually appropriated to 
the Commissioner of Veterans Affairs to be used to 
pay bonuses to veterans of the global war on 
terrorism. 

No comparable provision 
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38 

contributing to the new checkoffs for two 
consecutive years. 

Withholding by publicly traded partnerships. 
Exempts publicly traded partnerships from the 
requirement that the' partnership withhold 
Minnesota income tax on income shares distributed 
to nonresident partners. Under present law, this 
withholding requirement only applies when the 
amount assignable to Minnesota exceeds $1,000. 
Publicly traded partnerships are defined by 
reference to federal law, which defines-them as 
partnerships whose interests trade on an established 
securities market (e.g., the New York Stock 
Exchange or the NASDAQ) or are readily. tradable 
on a secondary market. Under federal law, many of 
these entities are taxed as C corporations (i.e., they 
are subject to an entity level tax, not flow through 
taxation of the partners), not as partnerships. This 
exemption would not affect entities taxed as 
corporations, since the withholding requirement 
applies only to entities taxed as partnerships. 
Effective date: Beginning for tax year 2005. 

No comparable provision 

39 Estate tax; definition of "Minnesota taxable 
estate." Defines "Minnesota adjusted taxable 
estate" to disallow the federal deduction for state 
death taxes incurred by the estate. 

40 

Effective for estates of decedents dying after 
December 31, 2004. 

Estate tax computation. Provides that the 
Minnesota estate tax is calculated based on the 
value of the Minnesota adjusted taxable estate. 
State death taxes became deductible in computing 
federal taxable estate beginning with estates of 
decedents dying after December 31, 2004. This 
change prevents a circular computation (i.e., 
subtracting Minnesota estate tax in calculating the 
taxable estates for the Minnesota tax). Effective for 
estates of decedents dying after December 31, 2004. 

QTIP. This section also allows a Minnesota QTIP 
election that differs from the federal election. This 
will allow electing differing state and federal 
amounts to qualify for the full exemption under 

Art. 5, sec. 17 (TAX2). Publicly traded 
partnerships. Same 

Art. 1, sec. 2 (TAXl). Withholding by 
contractors. Requires businesses that hire 
individual independent contractors to perform 
construction work in Minnesota to withhold and 
remit to Minnesota two percent of the amount they 
paid the independent contractors if the amount of 
the payment exceeds $600.00. 

Art. 13, sec. 14 (TAX2). Estate Tax 
Computation and Deduction for State Death 
Taxes. Same 

Art. 13, sec. 15 (TAX2). Estate Tax Computation 
and Deduction for State Death Taxes. Same with 
respect to change preventing a circular computation. 

Senate has no comparable provision with respect 
to QTIP election. 
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41 

42 

both taxes. Effective for decedents dying after June 
30, 2006. 

Apportionment, occupation tax nonferrous 
metals. Provides that the occupation tax on non
iron ores will continue to be apportioned using the 
75%-12.5%-12.5% apportionment formula. 

Apportionment, occupation tax on taconite and 
iron ore. Provides that the occupation tax on 
taconite and iron ores will continue to be 
apportioned using the 75%-12.5%-12.5% 
apportionment formula. Since all of these sales are 
non-Minnesota sales (i.e., the steel plants are all 
located outside of Minnesota), single sales 
apportionment would effectively eliminate the 
occupation tax. 

No comparable provision 

No comparable provision 

43 Rule repealer. Repeals: 

~ Minnesota Rules, part 8093.2000, 
providing guidance for corporate 
taxpayers subject to estimated tax 
provisions, and recently replaced with 
statutory language. 

~ Minnesota Rules, part 8093.3000, 
permitting the commissioner to grant a 
reasonable extension of time for filing a 
declaration of estimated tax. The 
corresponding subdivision of statute was 
recently repealed. 

No comparable provision 

No comparable provision 

Art. 5, sec. 18. {TAX2) Determination of 
economic impact. Directs the Minnesota Historical 
Society to annually determine the economic impact 
to the state from the rehabilitation of eligible 
property for which credits are provided under 
Article 5, section 12. 

Art. 5, sec. 19. {TAX2) Corporate Franchise Tax 
Study. Directs the Commissioners of Finance and 
Revenue to conduct a study to identify the reasons 
for the decline in corporate tax receipts, including 
the effect of each corporate tax law, how tax 
provisions change business practices and the impact 
of outsourcing or relocation of business operations 
and jobs. The Commissioners will report their 
findings, and make recommendations for changes to 
the tax laws, to the chairpersons of the House and 
Senate Tax Committees by February 1, 2006. 

Art. 13, sec. 16 {TAX2). Repealer. Same 

1 Update of tax administration provisions. Adopts Art. 6, sec. 1 {TAX2). Update of tax 
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federal tax administrative provisions made between 
June 15, 2003, and April 15, 2005, that Minnesota 
references for state tax administration purposes 
under chapter 289A. None of the six federal acts 
enacted since June 15, 2003 changed federal 
provisions that Minnesota provisions refer to in 
chapter 289A. 

Effective the day following final enactment. 

Update to federal definition of taxable income. 
Adopts all of the federal changes to taxable income 
effective atthe same.time the federal changes were 
effective. The six new federal laws and important 
changes were: -

~ Military Family Tax Relief Act of 
2003 provides a number of new 
exclusions and deductions for members 
of the military retroactively effective to 
the beginning of 2003. Among those 
was an increase in the exclusion from 
income of the death gratuity benefit paid 
to survivors of members of the military 
who are killed in the line of duty from 
$3,000 to $12,000 (also increased the 
benefit from $6,000 to $12,000), 
effective for deaths after September 10, 
2001. 

~ The Medicare Prescription Drug, 
Improvement and Modernization Act 
of 2003 allows the deduction of 
contributions to a health savings account 
(HSA) for individuals with high
deductible medical health plan coverage. 
The maximum deduction is $2,25 0 for 
individuals with self-only coverage and · 
$4,500 for individuals with family 
coverage. The maximum deduction is 
$500 higher for individuals age 55 or 
older, and is increased by an additional 
$100 per year until tax year 2009,·when 
it will be $1,000 higher than the 
maximum deduction for individuals 
under age 55. "High-deductible" plan is 
defined as having an annual deductible 
of at least $1,000 for self-only coverage 
and $2,000 for family coverage, and 
having a maximum combined deductible 
and out-of-pocket expense requirement 
of at most $5,000 for self-only coverage 
and $10,000 for family coverage. 
Earnings on amounts contributed to 
HSAs are tax-exempt. Distributions 
from HSAs are tax-exempt if used for 
medical expenses. Effective beginning 
in tax year 2004. 

Exempts federal subsidies paid to 
employers who provide prescription drug 

administration provisions. Similar but updates 
through December 31, 2004. 

Art. 2, sec. 1 {T AXl ). Federal update. Updates 
to provisions of American Jobs Creation Act of 
2004. 

Art. 6, sec. 2 {T AX2). Federal update. Similar to 
House but does not update to Public Law 109-7 
(exclusion of federal disaster mitigation payments). 
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coverage for their retirees. Provides· for 
federal subsidies to be paid beginning in 
2006 (sections 3 and 5 require these 
subsidies to be added to Minnesota 
taxable income). 

~ Working Families Tax Relief Act of 
2004 extended the sunset dates of a 
number of expiring tax provisions 
(teacher material expense, Archer 
medical savings accounts, clean fuel 
vehicle deduction), modified the 
definitions of "dependent" and 
"qualifying child" to make them similar, 
increased the standard deduction 
available to married couples, and made a 
number of technical changes. Increases 
the standard deduction for married 
taxpayers starting in 2005 and ending in 
2011 to twice the standard deduction of 
an unmarried single taxpayer. This 
article conforms to the increased 
standard deduction for married joint 
filers for 2005 and 2006; section 3 
requires the additional deduction to be 
added back in tax year 2007 and 2008. 
Minnesota's standard deduction would 
equal the federal deduction in 2009 and 
following years. 

American Jobs Creation Act of 2004 
contained a large number of business 
provisions, which limited some business 
deductions, created some new deductions 
and closed some perceived loopholes. It 
also allowed the itemized deduction of 
the greater of state income taxes or state 
sales taxes and limited the expensing of 
heavy sport utility vehicles (SUV s ). 
Additions for the manufacturing 
activities deduction and the extension of 
the increased limit on expensing are 
provided in sections 3 and 5. 

~ Public Law 109-1 allows charitable 
contributions for tsunami relief made in 
January of 2005, at the election of the 
taxpayer, to be deducted as a charitable 
contribution for the 2004 tax year. 
Effective for the calendar 2004 tax year. 
(Note: this change was enacted in Laws 
2005, chapter 1) 

~ Public Law 109-7 excluded federal 
disaster mitigation payments from 
adjusted gross income. Previous law 
excluded disaster relief payments. 
Effective for payments received before, 
on, or after April 15, 2005. 

Additions to federal taxable income for 
individuals, trusts, and estates. Requires 

Art. 2, sec. 2 {TAX1). Additions to taxable 
income. Same with respect to the new 
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individuals, trusts, and estates to add back to FTI: 

~ the new manufacturer's deductions; 

~ the difference between the standard 
deduction for married couples allowed 
under the 2003 Internal Revenue Code 
and the deduction allowed under the 
current Internal Revenue Code, for tax 
years 2007 and 2008; 

manufacturer's deductions, the 80% add-back for 
section 179 expenses, and the deduction a taxpayer 
claims for non-business state sales and use tax. 

Art. 6, sec. 3 (TAX2). Additions to taxable 
income. Same with respect to the new 
manufacturer's deductions, the 80% add-back for 
section 1 79 expenses, the deduction a taxpayer 
claims for non-business state sales and use tax, the 
deduction for federal subsidies for retiree 80% of the difference between the I.RC. 

section 179 expenses allowed under the prescription drug coverage. 
2003 Internal Revenue Code and the Senate also requires an addition for contributions to 
amount allowed under the current Code; health savings accounts, and Senate requires an 
the amount of deduction a taxpayer addition for the difference between the federal 
claims for non-business state sales and standard deduction allowed for married couples 
use tax, but only to the extent the under the 2003 Code and the current deduction in 
deduction generates a federal tax benefit tax years 2005 to 2008 (House requires addition for 
compared to the standard deduction 2007 and 2008 only). 
amount in effect in Minnesota; and 

federal subsidies paid to employers who 
provide prescription drug coverage for 
their retirees, exempted federally under 
the Medicare Prescription Drug, 
Improvement and Modernization Act. 

Generally effective for tax years beginning after 
December 31, 2004, except add-back of consumer 
sales taxes deducted is effective for tax years 
beginning after December 31, 2003. 

Subtractions from FTI for individuals, trusts, 
and estates. Allow subtractions for 

~ one-fifth of the addition required for 
I.R.C. section 179 expenses in section 3 
above which exceeds the taxpayer's net 
operating loss generated in the year of 
the addition, in each of the 5 years 
succeeding the year of the addition 
(similar to the subtraction for bonus 
depreciation). 

~ contributions made in January 2005 for 
tsunami relief when computing 2004 
Minnesota charitable contributions 
(Note: this provision was enacted in 
Laws 2005, chapter 1); and 

~ military pay received by members of the 
military stationed in Minnesota but 
domiciled in another state. Current law 
provides for these individuals to 
calculate their tax based on total taxable 
income and then apportion the result 
based on the ratio of Minnesota source 
income to taxable income. Public Law 
108-189 revised the Soldiers' and 
Sailors' Civil Relief Act of 1940 to 
require states to allow a subtraction for 
nonresident active service members of 
the military rather than apportioning tax. 

Art. 19, sec. 3 (TAX3). Strikes the addition for the 
difference between the federal standard deduction 
allowed for married couples under the 2003 Code 
and the current deduction. [NOTE: Senate appears 
to omit conforming changes to add-back of state 
income or sales/use tax in excess of standard 
deduction amount in clause (2) of this subdivision] 

Art. 2, sec. 3 (TAXl). Subtractions from taxable 
income. Same with respect to the subtraction for 
one-fifth of the section 1 79 addition. 

Art. 6, sec. 4 (TAX2). Subtractions from taxable 
income. Same with respect to subtractions for one
fifth of the section 179 addition, tsunami relief 
contributions, military pay received by members of 
the military stationed in Minnesota but domiciled in 
another state. 

Senate also provides a subtraction for distributions 
from health savings accounts that represent the 
return of contributions not allowed as a subtraction 
at the state level. This corresponds to the Senate's 
disallowance of the deduction for contributions to 
health savings accounts. 
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The Department of Revenue is 
complying with this change as required 
under federal law. 

Effective for tax years beginning after December 
31, 2004, except that the charitable contribution 
change is effective for contributions made in 
January, 2005. 

Art. 6, sec. 5. Additions to taxable income. Same 
with respect to the manufacturer's deduction and 

80% of the difference between the I.RC. the 80% addition for section 179 expenses. 

the new federal manufacturer's 
deduction; 

§ 1 79 expenses allowed under the code 
and the amount that would have been 
allowable under the 2003 futernal 
Revenue Code (similar to the 
modification made by individuals); and 

federal subsidies paid to employers who 
provide prescription drug coverage for 
their retirees, exempted federally under 
the Medicare Prescription Drug, 
Improvement and Modernization Act. 

Effective for tax years beginning after December 
31, 2004. 

Subtraction from federal taxable income for 
corporate franchise tax. Allows a subtraction 
from federal taxable income for one fifth of the 
amount of add-back for I.RC. § 179 expenses 
required in section 5 above, in each of the five years 
succeeding the year of add-back. 

Effective for tax years beginning after December 
31, 2004. 

Update to other references to the Internal 
Revenue Code in chapter 290.· Adopts federal 
changes to federal adjusted gross income used for 
computing individual alternative minimum tax and 
household income which is used to compute the 
dependent care and K-12 education credit; changes 
to the definitions of "dependent" and "qualified 
child" used for the individual refundable credits; 
changes to the federal earned income tax credit; and 
the changes to qualifications for electing "S" 
corporation status. The main changes to federal 
adjusted gross income are described in section 2. 

The federal changes to "dependent child" and 
"qualified child" were designed to make the two 
terms synonymous. The main change in "dependent 
child" is that under the old dependency test the 
taxpayer must have provided more than half of the 
support of the child. Under the new test the child 
meets the test if the child does not provide more 

Senate does not require addition by corporate 
taxpayers of federal subsidies paid to employers 
who provide prescription drug coverage for their 
retirees, but does require this addition of individual 
taxpayers (Art. 6, sec. 3). 

Art. 2, sec. 5 (TAXl). Subtractions from taxable 
income. Same 

Art. 6, sec. 6 (T AX2). Subtractions from taxable 
income. Same 

Art. 2, sec. 6 (TAXl). Update chapter 290. Same 
with respect to federal changes to federal adjusted 
gross income used for computing individual 
alternative minimum tax and household income in 
the American Jobs Creation Act of 2004. 

Art. 6, sec. 7 (TAX2). Update chapter 290. 
Similar but Senate updates to December 31, 2004, 
House to April 15, 2005 in order to update to PL 
109-1 or PL 109-7. 
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than half their own support (scholarships are 
disregarded). The three tie breakers where more 
than one taxpayer can claim a child are: 1) 
closeness ofrelationship; 2) if two parents can 
claim child, the tie breaker goes to the parent whom 
the child lived with longer; or 3) if the child lived 
with each parent the same amount of time during 
the year, the child is the qualifying child of the 
parent with the higher adjusted gross income. 

For the federal earned income credit that Minnesota 
uses as a basis for the Working Family Credit, the 
new federal law provides that combat pay which is 
excluded from federal adjusted income and earned 
income for employment tax purposes, if elected by 
the taxpayer, is nevertheless earned income for 
purposes of calculating the federal earned income 
tax credit for tax years 2004 and 2005. 

For "S" corporations the main change increased the 
maximum number of shareholders from 7 5 to 100 
shareholders and treated families (parents, children, 
grandchildren, aunts, uncles, nieces, nephews, as 
opposed to just husband and wife) owning stock in 
one corporation as one shareholder. Effective for 
2005 and thereafter. 

The proposed Minnesota law would adopt the 
federal changes effective at the same time the 
federal changes were effective. 

8 Technical change to additional tax on certain Art. 6, sec. 8 (TAX2). Technical change to 
lump sum pension plan distribution. Corrects an additional tax on certain lump sum pension plan 
obsolete cite to a section of the Internal Revenue distribution. Same 
Code that has been removed from the Code and 
made an uncodified provision of federal law. 

Effective for tax years beginning after December 
31, 1999. 

9 Technical change to additional tax on certain Art. 6, sec. 9 (TAX2). Technical change to 

10 

lump sum pension plan distribution. Corrects an additional tax on certain lump sum pension plan 
obsolete cite to a section of the Internal Revenue distribution. Same 
Code that has been removed from the Code and 
made an uncodified provision of federal law. 

Effective for tax years beginning after December 
31, 1999. 

Change in ratio nonresidents use to compute 
Minnesota tax. Provides that the numerator of the 
ratio used by nonresidents, which is Minnesota 
assignable federal adjusted gross income, is 
modified for the portion of the additions for the 
manufacturing and I.R.C. § 179 expensing additions 
and subtractions that are assignable to Minnesota, 
and the subtraction for active service pay for service 
in Minnesota performed by non-domiciliaries. The 
denominator is modified by the total amount of the 
modifications. 

Art. 2, sec. 7 (T AXl ). Nonresident Ratio. 
Similar but does not include subtraction for 
compensati.on of nonresidents who are in active 
military service in Minnesota (Service Member 
Civil Relief Act, PL 108-189). 

Art. 6, sec. 10 (TAX2). Nonresident Ratio. Same 
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' 
Effective for tax years beginning after December 
31, 2004. 

11 Dependent care credit; combat pay included in Art. 6, sec. 11 (T AX2). Dependent Care Credit 
apportionment for residents. Provides that Exempt Income Ratio. Same with respect to 
combat pay, which is excluded from federal combat pay; Senate also adjusts for in-state active 
adjusted income and earned income for employment service military pay subtraction in House Article 5. 
tax purposes, if elected by the taxpayer, is 
nevertheless earned income assignable to Minnesota 
for purposes of apportioning the dependent care 
credit. 

12 Household income change for dependent care Art. 2, sec. 8 (T AXl ). Dependent care credit. 
credit and education credit. Provides that the new Same with respect to disallowing new 

13 

14 

15 

manufacturer's deduction and deductions for manufacturer's deduction in computing household 
contributions to health savings accounts are not income. Does not disallow contributions to health 
allowed as deductions in computing household savings accounts. 
income for the dependent care and K-12 education 
credits. Art. 6, sec. 12 (TAX2). Household income. Same 

Effective for tax years beginning after December 
31, 2003. 

Working family credit; combat pay included in Art. 6, sec. 13 (T AX2). Working family credit 
apportionment for residents. Provides that combat exempt income ratio. Same with respect to 
pay, which is excluded from federal adjusted combat pay; Senate also adjusts for in-state active 
income and earned income for employment tax service military pay subtraction in House Article 5. 
purposes, if elected by the taxpayer, is nevertheless 
earned income assignable to Minnesota for purposes 
of apportioning the working family credit. 

Old standard deduction used in the computation 
of marriage penalty credit. Provides that in 
calculating the marriage penalty credit (additional 
amount a married couple pays in Minnesota tax 
over what they would have paid as two single 
taxpayers which is attributable to the tax brackets) 
the old federal standard deduction rather than the 
new standard deduction is used in tax years 2007 
and 2008, since Minnesota is adopting the new 
standard deduction for tax years 2005 and 2006 
only. 

Effective for tax years beginning after December 
31, 2004. 

Change to the individual alternative minimum 
tax. Includes the new additions for I.R.C. § 179 
expenses and the manufacturer's deduction and the 
new subtraction for LR. C. § 179 expenses, and 
active service military pay for service in Minnesota 
by non residents in the computation of Minnesota 
alternative minimum taxable income. 

Effective for tax years beginning after December 
31, 2004. 

Art. 6, sec. 14 (T AX2). Marriage penalty credit 
computation. Similar but Senate does not conform 
to new standard deduction in 2005 and 2006, so 
requires the adjustment to the credit in those years 
as well as in 2007 and 2008. [NOTE: Senate 
conforms to new standard deduction in Art. 19, sec. 
3, making language in Sen. Art. 6, sec. 14 
unnecessary] 

Art. 2, sec. 9 (T AXl ). Alternative minimum tax. 
Same with respect to additions for section 179 
expenses and manufacturer's deduction, and the 
subtraction for section 179 expenses. Does not 
include the subtraction for active service pay of 
nonresidents. 

Art. 6, sec. 15 (TAX2). Individual Alternative 
Minimum Tax. Same 

16 Household income for property tax refund. Art. 2, sec. 10 (TAX1). Household income for 
property tax refund. Same with respect to 
changes resulting from American Jobs Creation Act 

Makes parallel changes to the definition of 
household income for the property tax refund, as 
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were noted in section 12. 

Effective for property tax refunds based on 
household income for 2004 and thereafter. 

of2003. 

Art. 6, sec. 16 (TAX2). Property Tax Refund 
Household Income. Same 

17 Update of references to Internal Revenue Code Art. 2, sec. 11 (TAXl). Update of Property Tax 
in the property tax refund chapter. Adopts the Refund chapter. Same with respect to changes 
federal changes that affect household income, which resulting from American Jobs Creation Act of2003. 
uses the definition of federal adjusted gross income 
as a starting point and the definition of a dependent, Art. 6, sec. 17 (TAX2). Update References for 
as discussed in sections 2 and 7., The new federal Property Tax Refund. Similar but Senate updates 
exclusions and exemptions from federal adjusted through December 31, 2004, House through April 
income will still not be applicable to the 15, 2005. 
computation of household income. Only new 
federal deductions from income that are not 
specifically mentioned in section 12 will lower 
household income from current law. Effective for 
property tax refunds based on property taxes 
payable on or after December 31, 2004, or rent paid 
after December 31, 2003. 

No comparable provisions Art. 6, sec. 18 (TAX2). Provides that ifthe federal 
update provisions in SF 1209 were enacted, they 
would be replaced by the provisions in this article. 

1 Contracts with foreign vendors. Provides that the Art. 3. Section 1. (TAXl) Same. 
department of administration and the legislature 
must cancel a contract for goods or services with a 
vendor or bar a vendor from future contracts if the 
vendor is not registered to collect. sales or use tax on 
its taxable sales in Minnesota. This section only 
applies to the executive and legislative branches of 
government and does not apply to the judicial 
branch contracts or Minnesota state colleges and 
university contracts. The commissioner of revenue 
periodically will provide a list of vendors who are 
subject to being debarred or having their contracts 
canceled. Provides that the cancellation and 
debarment provisions may be waived if the vendor 
is the sole source of goods or services, in the case of 
an emergency, or when it is in the best interests of 
the state. 

Effective for contracts entered into after December 
31, 2005. 

2 Omission of use tax. Clarifies that the period for Art. 15. Sec. 1. (TAX2) Same. 
assessing additional taxes is 6Yz years after the due 
date of the return if the return omits use tax in 
excess of 25 percent of the amount of use tax 
reported. Current law references only sales and 
withholding tax returns and omits the 
complementary use tax. Effective the day following 
final enactment. 
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3 Time limitation for assessments; purchaser filed Art. 15. Sec. 2. {TAX2) Same. 
refund claims. Extends the time for the 
commissioner to make an assessment against a 
seller when a purchaser refund claim is filed for tax 
improperly paid on an improvement to realty or on 
the purchase of nontaxable services. Currently the 
tax must be assessed on the seller's taxable inputs 
within 3 Yz years of the sale but this provision would 
provide that the assessment may be made within 3 Yz 
years of the sale or within one year after the date of 
the refund order, whichever is later. Effective for 
purchaser refund claims filed on or after July 1, 
2005. 

4 Definition of "bad debt." Clarifies that the Art. 15. Sec. 3. {TAX2) Same. 
exclusions from the definition of "bad debt" enacted 

5 

6 

7 

in 2003, as part of conforming to the Streamlined 
Sales Tax Agreement, only apply to sales tax refund 
claims attributable to a loss from a bad debt. The 
definition for purposes of refund claims for other 
taxes continues to follow the federal definition. 

Time limitation on purchaser filed refund 
claims. Provides that purchaser filed refund claims, 
must be filed within 3 Yz years from the 20th day of 
the month following the month of the invoice date 
of the purchase or one year from the date of an 
order assessing tax. Effective for refund claims 
filed on or aft.er the day following final enactment. , 

Time limitation on capital equipment refund 
claims. Provides that capital equipment sales and 
use tax refund claims must be filed by the later of 
3 Yz years from the 20th day of the month following 
the month of the invoice date of the purchase or one 
year from the date of an order assessing tax. 
Effective for refund claims filed on or after the day 
following final enactment. 

Sale and purchase. Clarifies that dietary 
supplements are a taxable food item. Dietary 
supplements are currently taxable but are not 
included in the definition of food. This change is 
made to conform to the Streamlined Sales Tax 
Agreement (SSTA) definition of food. This 
provision also clarifies that lodging is exempt if a 
person has a written agreement to stay in a specific 
facility for a continuous period of 30 days or more 
and the agreement requires a prior notice to 
terminate the agreement. 

Excludes milk from the taxable vending machine 
sales. Also clarifies that tree, bush and stump 
removal is not taxable if it is part of a land clearing 
contract as defined in section 23. 

Effective the day following final enactment, except 
the milk provision is effective July 1, 2005 and the 

Art. 15. Sec .. 4. {T AX2) Same. 

Art. 15. Sec. 5. {TAX2) Same. 

Art. 15. Sec. 6. {TAX2) Similar. Has identical 
provisions related to dietary supplements and 
lodging. 

No comparable provisions regarding milk sold in 
vending machines or tree, bush and stump removal. 
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portion related to tree, bush and stump removal is 
effective retroactive to October 28, 2002, but no 
refunds are allowed for contracts where the tax was 
collected and remitted. 

Retail sales. Clarifies that for a purchase to be 
considered a "purchase for resale" rather than a 
retail sale, items must be purchased to be resold, 
subleased or sub rented in the "normal course of 
business" of the purchaser. The normal course of 
business is defined in Minn. Stat. § 297 A.61, subd. 
21, as activities that demonstrate a commercial 
continuity or consistency of making sales or 
services for the purpose of attaining profit or 
producing income. Effective the day following 
final enactment. 

Also excludes leases of motor vehicles with a gross 
weight rate of 11,000 pounds or less from the 
provision that treats each lease payment as a 
separate retail sale. This exclusion does not apply 
to vehicle rentals of not more than 28 days. The 
total amount of the sales tax on these leases will be 
due at the time that the lease is executed. 

Effective for leases entered into after September 30, 
2005; the other change is effective the day after 
final enactment. 

Personal rapid transit (PRT) system. Defines a 
PRT system as a system consisting of small 1-3 
passenger automated vehicles operating on elevated 
guideways. Effective after June 30, 2005. 

Vehicle rental tax and fee. Amends Minn. Stat. § 
297 A.64, subd. 4, to clarify that if a vehicle rental is 
exempt from the general state sales tax it is also 
exempt fro.m the short-term rental motor vehicle tax 
and fee. Effective the day following final 
enactment. 

Sourcing; watercraft, aircraft, modular homes, 
manufactured homes, and mobile homes. 
Clarifies that the sourcing provisions enacted as part 
of the Streamlined Sales Tax Project apply to 
sourcing for watercraft, aircraft, modular homes, 
manufactured homes, and mobile homes. The 
Streamlined Sales Tax Agreement does not require 
member states to apply the sourcing rules to these 
items, but Minnesota does so. Effective the date 
following final enactment. 

Art. 15. Sec. 7. {TAX2) Same. Contains the 
identical provision related to a purchase for resale in 
the normal course of business. 

Art. 12, sec. 14 {T AX2). Motor vehicle leases. 
Similar but applies to vehicles with gross weight 
rate of 10,000 pounds or less. 

Art. 7. Sec. 4. (TAX2) Similar. Adds the 
requirement that the system provides service on a 
regular and continuing basis and operates 
independent of any government subsidies. 

Art. 15. Sec. 8. {TAX2) Same. 

Art. 15. Sec. 9. {TAX2) Same. 

12 Sourcing of transportation equipment purchases. Art. 15. Sec. 10. (T AX2) Same. 
Adds: 

~ aircraft operated by air carriers for the 
transport of persons or property in 
interstate commerce 
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~ containers designed for use on and 
component parts attached or secured on 
railcars, tracks, and aircraft 

to the list of items subject to the sourcing provisions 
for transportation equipment. These items are 
included in the definition of transportation 
equipment in the Streamlined Sales Tax Agreement, 
and were inadvertently omitted from the 2003 
legislation. Effective for sales and purchases made 
on or after January 1, 2004, consistent with the 
effective date of the language enacted in 2003. 

13 Dietary supplements. Clarifies that dietary Art. 15. Sec. 11. (TAX2) Same. 
supplements are excluded from the food exemption. 
This is necessary because dietary supplements are 
included in the definition of food in section 7. The 
net effect is that dietary supplements remain 
taxable. Effective for sales made on or after the day 
following final enactment. 

14 Drugs; medical devices. Changes the tax Art. 21. Sec. 3. (TAX3) Same 
exemption for drugs and medical devices to 
conform to definitional requirements for these items 
contained in the Streamlined Sales Tax Agreement 
(SSTA). Under current law, only analgesics and 
prescribed medicine are exempt. The change would 
exempt all medicine. This change would also 
exempt all mobility enhancing devices (currently 
limited to prosthetic devices), limit the exemption 
for durable medical equipment to purchases for 
home use only (currently some of these items are 
exempt while others are taxable but taxability is not 
based on where the item is used); and continue the 
exemption for single use medical devices, insulin, 
oxygen and prescription eyeglasses. Effective for 
sales after June 30, 2005. 

15 Baby products. Makes changes to conform with No comparable provision. 
standard product definitions in SSTA by removing 
shampoos, powders, ointments and lotions from the 
exemption for baby products. Some ointments, 
lotions, and powders may continue to be exempt 
under the definition of medicine in section 14. 

16 Solar energy products. Exempts all solar energy Art. 21, sec. 5. (TAX3) Same. 
systems from the sales and use tax beginning 
August 1, 2005. Currently only photovoltaic 
systems, which convert solar power to electricity, 
are exempt under an existing provision for certain 
energy efficient products. That exemption expires 
August 1, 2005. 

17 Sales tax on cigarettes. Exempts the sale of . Art.12, sec. 15 (TAX2) Same. 
cigarettes from the sales tax. Cigarettes will be 
subject to a new tax in article 8 that is imposed 
upon the sale of cigarettes by distributors to retailers 
and cigarette subjobbers. Effective for sales and 
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purchases made after July 31, 2005. 

18 Materials consumed in industrial production. Art. 15. Sec. 12. (TAX2) Contains the identical 
Clarifies that the definition of industrial production provision clarifying that industrial production does 
does not include providing services that were added not include providing taxable services. 

19 

to the sales tax base in 1987. Materials used in 
providing these services are exempt under another 
statutory provision. Effective the day following 
final enactment. 

Also provides that for purposes of this exemption, 
industrial production does not include 
transportation, transmission or distribution of 
petroleum, liquefied gas, natural gas, steam, or 
water through pipes, lines, tanks or main. This 
exclusion does not apply to blending of petroleum 
or biodiesel fuel. ' This reverses the Minnesota 
Supreme Court ruling in Great Lakes Gas 
Transmission, L.P. v. Commissioner, 638N.W.2d 
435 (Minn. 2002). 

The clarification is effective the day after final 
enactment but the change reversing the court case is 
effective for sales and purchases made after June 
30, 2005. 

Capital equipment. Provides an upfront 
exemption for small businesses that apply for a 
special exemption certificate as provided in section 
28. Effective for sales made after December 31, 
2005. 

Clarifies that the provision of taxable services and 
prepared foods are not considered to be tangible 
personal property and equipment used in restaurants 
or in providing these services are not eligible for the 
capital equipment exemption. Effective the day 
following final enactment. 

Corrects a reference to equipment used primarily in 
providing online data retrieval services that was 
inadvertently omitted during recodification. 
Effective the day following final enactment. 

Also clarifies that repair parts for ready-mixed 
concrete trucks qualify as capital equipment. This 
codifies current practice. Both the purchase and 
lease of ready-mixed concrete trucks are currently 
exempt from sales tax. Effective the day following 
final enactment. 

Provides that for this exemption, industrial 
production does not include transportation, 
transmission or distribution of petroleum, liquefied 
gas, natural gas, steam, or water through pipes, 
lines, tanks or mains would not qualify as capital 
equipment. This exclusion does not apply to 
machinery or equipment used to blend petroleum or 
biodiesel fuel. The change is consistent with the 

Art. 3. Sec. 3. (TAXl) Contains the identical 
provision reversing the Minnesota Supreme Court 
ruling in Great Lakes Gas Transmission, L.P. v. 
Commissioner, 638N.W.2d 435 (Minn. 2002). 

No comparable provision regarding the upfront 
exemption for small businesses. 

Art. 15. Sec. 13. (TAX2) Capital Equipment. 
Contains identical language regarding: 

(1) th.e clarification on the exemption not 
applying to taxable services and 
equipment used in restaurants; 

(2) the correction for equipment used in 
online data retrieval services; and 

(3) the clarification on parts for ready-mix 
concrete trucks. 

Art. 3. Sec. 4 (TAXl) Contains the identical 
provision reversing the Minnesota Supreme Court 
ruling in Great Lakes Gas Transmission, L.P. v. 
Commissioner, 638N.W.2d 435 (Minn. 2002). 
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change in section 18 and is effective for sales and 
purchases made after June 30, 2005. 

No comparable provision Art. 7. sec. 7. {TAX2) Different. Clarifies that the 
sales tax exemption for capital equipment does not 
apply to telecommunications equipment, and does 
not apply to wire, cable, fiber, poles, or conduit for 
telecommunications. 

20 Medical supplies. As part of the SSTA conforming Art. 21, sec. 6. {TAX3) Same 
provision~, removes durable medical equipment 

21 

22 

23 

24 

25 

from the exemption for medical supplies purchased 
by a licensed health care facility or professional. 
Also removes a reference to nonprescription drugs 
that are now exempt under the general exemption 
for medicine in section 14. Effective for purchases 
made after June 30, 2005. 

Telecommunications equipment. Clarifies that 
the exemption for telecommunications equipment 
does not apply to machinery and equipment used to 
provide the services that are excluded from the 
definition of telecommunication services contained 
in section 297 A.61, subdivision 24. Effective the 
day following final enactment. 

Preexisting construction contracts and bids. 
Clarifies that the transition period for preexisting 
construction contracts and construction bids applies 
to tax rate increases in addition to sales tax base 
changes. Effective the day following final 
enactment. 

Land clearing. Explicitly exempts tree, bush, 
stump and stump removal from the sales tax when 
the removal is for land clearing for site 
development. This codifies department 
interpretation under a revenue notice on the taxation 
of tree and stump removal that was in effect from 
1984 to October 28, 2002. Effective retroactively to 
October 28, 2002, except that no refunds will be 
made ifthe tax was collected and remitted on 
contracts in effect after October 28, 2002. 

Personal rapid transit (PRT) system. Exempts 
materials, equipment, and supplies used directly in 
the provision of a PRT system, as defined in section 
9, .provided it is operated independent of 
government subsidies. Effective for sales and 
purchases made after June 30, 2005. 

Nonprofit tickets and admissions. Expands the 
sales tax exemption on tickets and admissions for 
arts events sponsored by nonprofits to include 
tickets and admissions to arts events held by a state 
university or a private non-profit college or 
university at their own facilities. This is the same 
as the exemption currently given to the University 
of Minnesota for arts events. Effective for events 

Art. 15. Sec. 14. (TAX2) Same. 

Art. 15. Sec. 15. (TAX2) Same. 

No comparable provision. 

Art. 7. Sec. 10. (TAX2) Similar. The extra 
provision included in the senate definition on PRT 
system is included in the House exemption 
prov1s10n. 

No comparable provision. 
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held on or after July 1, 2005, unless tickets and 
admissions for the event were sold before July 1, 
2005. 

Chairs, lifts, ramps, elevators. Modifies the 
exemption to include elevators and building 
materials used to install chair lifts, ramps, and 
elevators. The actual chair lifts and ramps would 
now be exempt under the new SSTA definition of 
mobility enhancing equipment in section 14. 
Effective for sales made after June 30, 2005. 

Personal rapid transit systems (construction). 
Exempts materials, equipment, and supplies used to 
construct, expand, or improve a PRT system, as 
defined in section 9, provided it is operated 
independent of government subsidies. Effective for 
sales made. after June 30, 2005. 

Exemption certificate for small businesses. 
Allows a business that is not ,an affili~te of a larger 
business in the same industry, and that either has 
fewer than 20 employees or $1 million in annual 
sales, to apply for a special exemption certificate 
that will allow them to purchase capital equipment 
without paying the sales tax and filing for a refund. 
The exemption certificate is good for two years. 
May apply for the certificate beginning July 1, 
2005, but the certificate cannot be used until the 
upfront exemption in section 19 becomes effective 
December 31, 2005. 

Tax collected (refunds). Makes a technical 
correction to reflect the change in section 26. 
Effective for sales made after June 30, 2005. 

Motor vehicle leases. Provides how to calculate 
the motor vehicle lease price when an accelerated 
sales tax is due on a motor vehicle lease. 

Subd. 1. Motor vehicle lease price; 
payment. Bases the tax on the total amount 
of the lease minus manufacturer's rebates and 
trade-in allowances, and also excludes title 
and registration fees, and insurance which are 
currently excluded from the tax when paid 
upfront at the beginning of a lease. Provides 
for taxation of charges not known when the 
lease is executed and for lease renewals . 

. The subdivision also provides for a refund 
when a lease is terminated within 90 days or 
when the vehicle is returned to the 
manufacturer under Minnesota's "Lemon 
Law." It also allows for a credit for a portion 
of the tax paid on a lease if it is terminated 
early, provided that the lessee either enters 
into a new lease or purchases a motor vehicle 

Art. 21. Sec. 7. (TAX3) Same 

Art. 7. Sec. 15. (TAX2) Similar. The extra 
provision included in the senate definition on PRT 
system is included in the House exemption 
prov1s10n. 

No comparable provision. 

No comparable provision. 

Art. 12, sec. 16 (T AX2). Motor Vehicle Lease 
Price. Same except different headnote for 
subdivision 2. 
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within 30 days of termination of the lease. 

Subd. 2. Lease of motor vehicle. 
Provides that when a leased motor vehicle 
that is subject to the accelerated sales tax, is 
brought into the state and registered in 
Minnesota in mid-lease, the total tax on the 
remaining lease payments is due at the time 
of registration. A credit is provided for taxes 
paid to another state if the other state had 
previously taxed the lease payments. 

Effective for leases entered into after September 30, 
2005, and for vehicles registered in Minnesota after 
September 30, 2005, if the lease originated in 
another state. 

31 Seller's permit or alternative statement. Expands Art. 7. Sec. 24. (TAX2) Same. 
the alternatives of documentation that a organizer of 
a flea market or similar event must obtain from all 
sellers at an event to include a written statement that 
the seller meets the requirements for the isolated 
and occasional sales exemption allowed in section 
32. The written statement must contain the seller's 
name, address, and telephone number. Effective for 
selling events occurring after June 15, 2005. 

32 Occasional sales provisions applicable under Art. 7. Sec. 25. (TAX2) Same. 
limited circumstances. Allows a seller at a flea 
market or other similar event to qualify for the 
isolated and occasional sales exemption in current 
law for persons not engaged in business provided 
that: 

~ the seller participates in only one event 
per calendar year and for no more than 
three days; 

~ the seller makes sales of $500 or less 
during the event; and 

~ the seller provides a written statement to 
that effect to the organizer of the event. 

The isolated and occasional sales provision for 
business continues to be disallowed for sales at 
these events. Effective for selling events occurring 
after June 15, 2005. 

33 Local sales taxes; certain cities of the first class. No comparable provision. 
Allows the cities of Minneapolis and St. Paul to 
impose an additional local sales and use tax of one
half of one percent upon approval of the voters at a 
general or special election. The proceeds of the tax 
may be used for any city purpose. The tax would be 
collected, administered and enforced by the 
Departrnent of Revenue, as required under the. 
general law. Effective for referenda held after June 
30, 2005. 
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34 Authorization; scope (local sales taxes). Provides No comparable provision. 
a cross reference to sections 33 and 35 in the 
general local sales tax provisions. Effective for 
authorizing referendum held after June 30, 2005. 

35 Local sales taxes; general authority certain cities. No comparable provision. 
Grants general authority for cities or a group of 
cities acting under a joint powers agreement to 
impose a local sales tax of one-half of one percent 
to fund specific capital projects. 

To impose the tax the following conditions must be 
met: 

~ the city or cities must be outside of the 
seven county metropolitan area; 

~ imposition of the tax must be approved 
by the voters at a general election; 

~ the existing statutory conditions 
regarding adoption use and termination 

. of the tax' apply; 

~ in the case. of a group of cities imposing 
the tax, they must be located within a 
five mile radius; and 

~ imposition of the tax must not raise the 
total local tax rate to more than one-half 
of one percent. This means that cities 
that already impose a local sales tax may 
not impose another one under this law; 
neither may cities in Cook County which 
has a one percent county sales tax rate. 

The proceeds of the tax can only be used for 
specific capital projects that meet a regional test. At 
least three months before holding a referendum, the 
city must provide information to the commissioner 
of revenue regarding the specific projects and the 
amount to be raised. The commissioner of revenue 
must verify that the projects to be funded meet the 
regional criteria. 

Certain lake improvement projects, road projects, 
and railroad overpass/crossing projects are 
automatically deemed to meet the regional test. 
Projects funded by more than one city under a joint 
powers agreement are also assumed to be regional if 
no more than 80 percent of the funding comes from 
one city. The remaining projects are only regional if 
the city can demonstrate that at least 20 percent of 
the users or 20 percent of the benefits of the project 
go to persons located outside of the city. Projects 
subject to this test include: 

~ regional convention or civic center; 

~ regional airport; 

~ Regional public libraries, history centers, 
and performing arts ~enters; 
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~ Regional parks, trails, recreational 
centers, and open space; 

~ flood control and protection; 

~ Regional wastewater project to mitigate 
water pollution; and 

~ Regional government center or jail 
owned and operated by two or more 
local governments. 

The question to the voters must state the specific 
project, the amount to be raised, and the maximum 
time the tax would be imposed to fund the project. 
The city may hold a referendum to fund more than 
one project at the same election but each project 
must be stated as a separate question and the total 
amount needed to fund all the projects on the ballot 
cannot exceed the amount that could be raised by 
the tax in a 12-year period. 

The voter approval for imposing the sales tax to 
fund a project also meets the requirements for 
issuing bonds for the project in the same amount. 
The bonds would not be included in any debt or 
levy limits applicable to the city. 

The tax expires when the specified revenues are 
raised or the maximum time in the approving 
referendum is reached, whichever is sooner. No tax 
may be imposed for more than 12 years. 

The city is prohibited from using public funds to 
promote or advertise the passage of the ballot 
question to impose the tax, beyond legal 
requirements related to providing notice of the 
question. Meetings regarding imposing the local 
tax may be held in city building provided that both 
opponents and proponents to the question are 
allowed to use the building for 1?-eetings on similar 
terms. 

36 Requirements for adoption, use, termination. No comparable provision. 
Removes the current requirement that a local 
government with a local sales tax must let it lapse 
for one year before seeking to re-impose the tax. 

Effective July 1, 2005. 

37 Local sales tax base (sourcing). Provides that Art. 15. Sec. 16. (TAX2) Same. 
sourcing provisions for general local sales taxes are 
the same as the sourcing provisions that apply to the 
state general sales tax. Effective for sales made on 
or after January 1, 2004. 

, 38 Refunds made after local sales tax terminates. No comparable provision. 
Amends Minn. Stat. § 297 A.99, subd. 9, to provide 
that if the commissioner is required to make refunds 
of local sales taxes after a tax has terminated and 
the amount of the refunds exceeds the amount of 
taxes held by the commissioner for the local 
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jurisdiction, the commissioner may offset the 
jurisdiction's local government aids and credits in 
order to reimburse the state for the amount of the 
excess refunds paid. Effective for all refunds made 
on or after the day following final enactment. 

39 Notification of use tax. Requires cities and No comparable provision. 
counties that impose a local sales and use tax to 
inform city residents and businesses of their duty to 
remit local use tax on purchases made outside the 
city or county limits. The notification must be on 
the city or county website and on any public utility 
bills issued by the political subdivision, and must 
include information on how the taxpayer may get 
information and forms for calculating and paying 
the tax. Effective January 1, 2006. 

40 New taxes prohibited. Exempts the local sales tax No comparable provision. 
authority under section 33 and 35 from the 
prohibition on new local sales taxes. Effective July 
1, 2005. 

41 Use of revenues (Rochester local sales tax). No comparable provision. 
Modifies the current use of $20 million of local 
sales tax revenues to include other facilities 
available for both community and student use, 
regardless of the location :of the facility. Currently 
this portion of the local sales tax revenues may only 
be used to pay for a regional recreation and sports 
center located at or adjacent to the Rochester center. 
Effective upon a resolution by the city council and 
filing of the resolution with the secretary of state. 

42 Repealer-rental motor vehicle tax. Re-imposes Art. 3. Sec. 6. (TAXl) Same. 
the rental motor vehicle tax that is currently 

43 

44 

45 

scheduled to expire on December 31, 2005. 

Effective.the day following final enactment. 

Effective date: ready-to-eat meat and seafood. 
Amends an effective date to make permanent the 
temporary exemption for ready-to-eat meats and 
seafood. Effective the day after final enactment. 

City of Mankato; local sales tax expiration date. 
Allows the city of Mankato to extend its current 
local sales tax, authorized in 1991, and extended in 
1996, to continue until December 31, 2018. Limits 
the use of the tax revenues to pay off existing bonds 
and to fund renovations and capital improvements 
of the projects funded by the original laws - the 
regional airport and civic center. The extension 
only requires approval by the city council. 

St. Cloud area cities; sales and use tax 
authorized. Allows certain cities in the St. Cloud 
area to impose a sales-tax, based on previous 
referendum. List authorized uses and the expiration 

Art. 7. Sec. 35. {TAX2) Same. 

Art. 7. Sec. 26 and 43. {TAX2) Similar. Extends 
the tax but does not limit the use of revenues to 
capital spending and debt redemption. Removes 
language that capped the total amount of direct 
spending and bonds issued by the city of Mankato 
for Riverfront 2000. The city council must give 
public notice regarding a proposed resolution on 
this issue and hold a hearing within four weeks of 
publication of the resolution. Voters may request a 
referendum on extension of the sales tax. 

Art. 7. Sec 47. {TAX2) St. Cloud Area Cities. 
Similar •. · 
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date for the tax in each city. 

Subdivision 1. Tax authorized. 
Authorizes imposition of the one-half percent 
tax in the following cities based on the 
following successful referenda: 

~ St. Cloud and St. Joseph, based on 
elections in 2004; 

~ Waite Park, based on an election in 
2003,and 

~ Sartell passed on an election in 1999. 

~ The City of St. Augusta must hold a 
referendum at the next general election. 

Subd. 2. Use of revenues. Lists the 
specific capital projects to be funded from the 
tax in the city of St. Cloud; the main projects 
are a regional library and the regional airport. 
Specifies that the revenues from the taxes 
imposed in Waite Park, Sartell, and St. 
Augusta must be used to fund the projects 
approved in the referenda and the portion 
used to fund a regional airport and regional 
library is determined under their joint powers 
agreement. 

Subd. 3. St. Cloud bonding authority. 
Allows St. Cloud to issue up to $30 million in 
bonds for its regional public library without 
further approval. Allows the other cities to 
issue bonds for their authorized projects 
provided that the ballot question contained 
information on the issuance of bonds. 

Subd. 4. Termination of the tax. The tax 
in the cities of St. Joseph and St. Cloud 
terminate at the earlier of (1) the amount 
collected from the tax is sufficient to pay the 
library bonds, or (2) 11 years. The tax 
imposed in Waite Park expires July 1, 2007, 
and the one in St. Augusta expires 5 years 
after its imposition. The tax in Sartell expires 
December 31, 2006. The last three cities may 
extend the allowed tax up to the eleven years 
allowed in St. Cloud and St. Joseph, if 
approved by the voters at a subsequent 
election. 

Subdivision 1. Authorizes the cities of St. 
Cloud and Sauk Rapids, as well as St. 
Augusta, St. Joseph, Sartell, and Waite Park 
to impose a one half of one percent sales tax 
within the respective city boundaries. Sauk 
Rapids and St. Augusta must get voter 
approval at the next general election. 

Subd 2 and 3. Similar. Allows the 
revenues to be used for similar purposes but 
allows Waite Park and Sartell to fund the 
regional library without it being included on 
their approval ballot questions. Provides for 
annual allocation between the cities of the 
revenues from the sales taxes. The first 
$900,000 of collections is designated to St. 
Cloud for the expansion of the St. Cloud 
Civic Center or the construction of the Great 
River Regional Library. The remaining 
revenue is returned to the cities pursuant to a 
joint powers agreement. 

Subd. 4. Similar. But the issuance of 
bonds is limited to the amount listed for each 
project in the authorizing referenda. No 
specific limit on bonds for the regional 
library. 

Subd. 5. Similar. The St. Cloud sales tax 
expires when the bonds have been retired or 
redeemed but no later than 1 7 years after the 
tax is first imposed. The sales taxes imposed 
by the remaining cities expire the earlier of 20 
years or when the projects listed in 
subdivision 2 are complete. 

Effective in each city upon approval of the city and Effective Date. For sales and purchases on and 
filing with the secretary of state. after January 1,.2006, if approved by the voters of 

the city. 

46 City of Bemidji; local sales tax. Allows the city of Art. 7. Sec 40. {TAX2) Bemidji. Similar. The 
B.emidji to impose a local sales tax of one-half of Senate language is more detailed and allows the city 
one percent, based on voter approval at the 2002 to issue bonds in an amount not to exceed 
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general election. The revenues may be used to pay 
for capital costs related to parks and trails included 
in the city's parks, open space and trails system 
plan that was adopted in 2001. 

Effective upon approval of the city and filing with 
the secretary of state. 

City of Rochester; ; local sales tax existing date. 
Allows the city of Rochester to extend its current 
local sales tax, authorized in 1998, to continue until 
December 31, 2014. The revenues from the tax 
must be used for the purposes listed in the original 
law and for regional highway improvements 
undertaken with Olmsted county. Both the county 
and city may issue bonds without additional voter 
approval, and outside of debt limitations, for the 
highway improvements, up to a combined amount 
equal to the amount raised by the sales tax 
extension. 

Effective upon approval of the city and filing with 
the secretary ofstate. 

$9,826,000, outside of debt and levy limits, without 
further voter approval. The tax terminates when the 
revenues are sufficient to retire the bonds. 

Art. 7. Sec. 28 and 29. Rochester-Olmstead 
County. Similar. Allows the city of Rochester to 
raise $40 million more in local sales tax revenues 
and amends the use of the revenues to include 
construction of a regional highway and higher 
education facilities. The city of Rochester is also 
authorized to enter into an agreement with 
Olmstead County to jointly undertake and finance 
certain highway and roadway infrastructure 
improvements. Bonding authority is also increased 
by $40 million, to an amount not to exceed 
$111,500,000. 

48 Repeal of obsolete sales and use tax iules. Art. 15. Sec. 18. (TAX2) Same. 
Repeals sales and use tax rules that are obsolete or 
that merely duplicate. statutory language .. Some are 
obsolete due to specific law changes;. sorp.e were 
incorporated into statute as part of the 2001 sales 
tax recodification; while others conflict with 
language enacted as part of the Streamlined Sales 
Tax Project. 

~ Minnesota Rules, parts 8130.0110, 
subpart 4, stating that the order of 
subject matter in the sales and use tax 
rules follows the order in statutes; 

~ 8130.0200, subparts 5 and 6, relating to 
the tax incidence on the transfer of title 
for special tooling, and stating that sales 
tax on title transfers not specifically 
described in the rule must be decided on 
the basis of relevant facts; 

~ 8130.0400, subpart 9, providing 
guidance for distinguishing a lease from 
a conditional sales contract; 

~ 8130.1200, subparts 5 and 6, relating to 
the application of sales tax to 
construction contracts; 

~ 8130.2900, providing that all sales are 
presumed to be subject to sales tax 
unless the seller proves otherwise; 

~ 8130.3100, subpart 1, specifying the . 
content of sales tax exemption 
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certificates; 

~ 8130.4000, subparts 1 and 2, specifying 
the incidence of the duty to collect sales 
tax; 

~ 8130.4200, subpart 1, relating to the 
duty to obtain a sales tax permit; 

~ 8130.4400, subpart 3, limiting the credit 
paid to other states; 

~ 8130.5200, relating to sales taxation of 
cartons and containers used by moving 
and transfer companies; 

~ 8130.5600, subpart 3, relating to the 
sales taxation of paper and ink products; 

~ 8130.5800, subpart 5, relating to sales by 
nonprofit organizations; 

~ 8130.7300, subpart 5, relating to 
remitting local use taxes; and 

~ 8130.8800, subpart 4, relating to 
exemption certificates presented to 
commercial artists and photographers. 

Effective the day following final enactment. 

No comparable provision 

No comparable provision 

Art. 7. Sections 1-3, 22 and 53. (TAX2) Use 
Taxes. Establishes a method for making payments 
of use taxes. The bill provides that individuals will 
be able to make use tax payments on their 
individual income tax return for the calendar year in 
which the purchases are made, on the quarterly 
estimated income tax payment return for the 
calendar quarter in which the purchases are made, 
or on an individual use tax return to be devised by 
the Commissioner of Revenue. Provisions in 
current law setting forth requirements for payments 
of use tax are stricken or modified to be consistent 
with the new process for making the payments. The 
Commissioner of Revenue is required to establish a 
use tax enforcement unit within the Department of 
Revenue to conduct compliance activities that 
should increase the payment of the use tax. The 
Commissioner is also required to conduct an 
information campaign targeted to higher income 
individuals, attorneys, accountants, and tax 
preparers to advise the individuals and tax 
professionals of the obligation to ~eport and pay use 
tax. 

Art. 7. Sec. 5. {T AX2) Geothermal Systems. 
Creates an exemption from sales tax for a 
geothermal heating and cooling system. Effective 
for sales and purchases made on and after July 1, 
2005. 
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No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provisions 

Art. 7. Sec. 6. -.(TAX2) Biomass Stoves. Creates 
an exemption from sales tax for stoves that bum 
fuel pellets made from biomass materials. Effective 
for sales and purchases made on and after July 1, 
2005. 

Art. 7. Sec. 8and19. (TAX2) Petroleum 
Products. Creates an exemption from sales tax for 
petroleum products used as fuel for a commuter rail 
system, the tax must be paid at the time of purchase 
and a refund claim filed for the exempt amount. 

Art. 7. Sec 9. (TAX2) Movies and Television. 
Amends section 297 A.68, the business sales tax 
exemptions, to add an exemption from sales and use 
tax for property used or consumed in the production 
of movies and television shows. The exemption 
does not include property used in administration, 
general management or marketing. Purchases of 
machinery and equipment, and fuel, electricity, gas, 
or steam used for heating and lighting are not 
exempt under this subdivision. 

Art. 7. Sec. 11. (TAX2) Public Safety Radio 
System. Expands the exemption from sales tax for 
a regional public safety radio communication 
system to include statewide public safety radio 
system. 

Art. 7. Sec. 12. (T AX2) Donate.d Meals. Amends 
section 297 A. 70, by adding a subdivision that 
exempts from sales and use tax meals that are 
donated by a retailer to a nonprofit group for fund 
raismg purposes. 

Art. 7. Sec. 13 and 20. (TAX2) Commuter Rail 
System. Adds an $8.6 million capped exemption 
from sales and use tax for all materials, equipment, 
and supplies used in construction, expansion or 
improvement of a commuter rail transportation 
system. 

Art. 7. Sec. 14. (TAX2) Waste Recovery Facility. 
Adds an exemption from sales and use tax for all 
materials, equipment, and supplies used in 
construction, expansion or improvement of a waste 
to energy resource recovery facility that uses 
biomass or mixed municipal solid waste. Effective 
for sales and purchases made on and after July 1, 
2005. 

Art. 7. Sec. 16. (TAX2) Hospital. Amends section 
297A.71, to add an exemption from sales and use 
tax for construction of the hospital portion of the St. 
Mary's Duluth Clinic Health System. 

Art. 7 Sec. 17, 19, 20, and 21. (TAX2) Municipal 
Utilities. Provides a sales tax exemption for the 
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construction inputs of electrical generation and 
related facilities pursuant to a joint powers 
agreement to meet the biomass energy mandate if 
the owners are a municipal utilities or a joint 
venture of municipal utilities. 

Art. 7. Sec. 18. (TAX2) Chatfield Wastewater 
Treatment Facility. Provides an exemption from 
sales and use tax for materials and supplies used in 
and equipment incorporated into the construction, 
improvement, or expansion of a wastewater 
treatment facility owned by the city of Chatfield. 

Art. 7. Sec. 22. {T AX2) Persons Applying. 
Provides that a person allowed to file and pay use 
tax under the new payment system outlined in 
sections 1 through 3 is not required to file an 
application for a sales tax permit. 

Art. 7. Sec. 25. (TAX2) Fuel Efficient Vehicles. 
Amends section 297B.03, by exempting from motor 
vehicle excise tax sales of vehicles to the state or a 
political subdivision that have a highway fuel 
efficiency greater than 45 miles per gallon, and a 
city fuel efficiency greater than 35 miles per gallon. 
Effective for sales made after June 30, 2005, and 
before July 1, 2008. 

Art. 7. Sec. 27. {TAX2) Hermantown .. Amends 
the use of the revenues from the Hermantown sales 
tax to allow the city to use one half of the revenue 
for construction of a city hall, public works facility, 
roads, street improvements, and extension of a 
sewer interceptor line. Requires the city to conduct 
a referendum if the city proposes to increase the 
sales tax rate, authorizes bonding in an amount not 
to exceed $13,000,000. The additional tax expires 
whensufficient revenues have been raised by it to 
pay the cost of the project, including debt service. 

Art. 7. Sec. 30 to 32. {T AX2) Proctor. Authorizes 
the city of Proctor to impose an additional sales and 
use tax of up to one half of one percent if approved 
by the city voters at a gep.eral or special ~lection. 
The tax revenues must be used for construction and 
improvements of city streets, public utilities, 
sidewalks, bikeways and trails. The city may issue 
bonds in an amount not to exceed $7,200,000. 

Art. 7. Sec. 33. Poultry Litter. Provides a sales 
tax exemption for materials and supplies used in the 
construction, improvement or expansion of poultry 
litter and other biomass generation facilities. 

Art. 7. Sec. 34. (TAX2) Duluth. Allows the City 
of Duluth to continue to administer its local sales 
tax until the state of Minnesota is found to be out of 
compliance with the streamlined sales tax. 
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Art,. 7. Sec. 36. (TAX2) Thief River Falls. 
Amends the authority of the. City of Thief River 
Falls nonprofit corporation to clarify that the 
nonprofit corporation is exempt from sales and use 
tax on the construction of the community or 
regional center. A contractor is prohibited from 
charging the nonprofit for sales or use taxes ifthe 
contractor does not pay tax on the items. 

Art. 7. Sec. 37. (TAX2) Albert Lea. Authorizes 
the city of Albert Lea to impose a sales and use tax 
of one half of one percent if approved by the city 
voters at the next general election. The tax 
revenues must be used to pay for lake improvement 
projects. The tax terminates 10 years after 
imposition or when the revenues meet or exceed the 
sum of $15,000,000, whichever is earlier. 

Art. 7. Sec. 38. (TAX2) Baxter. Authorizes the 
city of Baxter to authorize a sales tax of up to one
half of one percent to finance the acquisition and 
betterment of water and wastewater facilities, a fire 
substation, and the Paul Bunyan Bridge as approved 
by the voters at the referendum authorizing the tax. 

Art. 7. Sec. 39. (TAX2) Beaver Bay. Authorizes 
the city of Beaver Bay to impose a sales and use tax 
of up to one half of one percent if approved by the 
city voters at the next general election. The tax 
revenues must be used to pay for indebtedness on 
the community building, fund the recreational 
facilities, upgrade water and sewer systems, 
upgrade fire equipment, and improvement of streets. 
The tax terminates when the revenues meet or 
exceed the sum of $1,500,000. 

Art. 7. Sec. 41. (TAX2) Cloquet. Authorizes the 
city of Cloquet to impose a sales tax of up t~ one 
half of one percent, and a motor vehicle excise tax 
of up to $20 per vehicle on vehicles sold within the 
city. The revenues will be used to pay for costs of 
improvements of Veteran's Park and riverfront 
parks, water and sewer lines, city infrastructure 
improvements, and the cost of closure of a 
municipal landfill. The city will issue bonds not to 
exceed $7,000,000 to pay for these projects. The 
city voters must approve the tax. The tax expires 
the earlier of 12 years, or when the bonds have been 
retired. 

Art. 7. Sec. 42. (TAX2) Clearwater. Authorizes 
the city of Clearwater to impose a sales tax of one 
half of one percent to pay for costs of development, 
acquisition, construction and improvements of 
parks, trails, parkland, open space and a regional 
community and recreation center. The city will 
issue bonds not to exceed $3,000,000 to pay for 
these projects. The city voters must-approve the 
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tax. The tax expires when project costs have been 
paid and the bonds have been retired. 

Art. 7. Sec. 44. (TAX2) Medford. Authorizes the 
city of Medford to impose a sales tax of one half of 
one percent to pay for $5,000,000 in improvements 
to the city's wastewater system and wastewater 
treatment plant. The city will issue bonds to pay for 
the improvements. The city voters must approve 
the additional tax. The tax expires at the earlier of 
20 years or when the project costs have been paid 
and the bonds have been retired. 

Art. 7. Sec. 45. (TAX2) Park Rapids. Authorizes 
the city of Park Rapids to impose a sales tax of one 
percent. The revenues will be used to pay for costs 
of development, acquisition, construction and 
improvements of the following projects: a 
community center if one third of the cost is received 
from private sources; capital improvements 
including water, sewer, streets, water tower and 
well, Trunk Highway 43 improvements, and parks. 
The city will issue bonds to pay for the 
improvements. The city voters must approve the 
tax. The tax expires July 1, 2023. 

Art. 7. Sec. 46. (TAX2) Proctor. Authorizes the 
city of Proctor to use up to ten percent of the city 
lodging tax receipts for preservation of the Caboose, 
the Baldwin Locomotive, and the F lOlF aircraft. 

Art. 7. Sec. 48. (TAX2) Sales Tax Compliance 
Gap. The Commissioner of Revenue is required to 
close the compliance gap in the payment of sales 
and use tax, reducing it by 25 percent by December 
31, 2007, and an additional 25 percent by December 
31, 2008, and must establish an effective method for 
individuals to pay sales and use tax. 

Art. 7. Sec. 49. (TAX2) Waseca. Authorizes the 
city of Waseca to impose a sales tax of one percent. 
The revenues will be used to pay for costs of 
improvements to water quality and lakes, the 
community center, an industrial incubator and 
improvements to downtown. The city will issue 
bonds in an amount not to exceed $1,820,000, to 
pay for the improvements. The city voters must 
approve the tax. The tax expires the earlier of 10 
years or when sufficient funds have been raised to 
retire the bonds. 

Art. 7. Sec. 50. (TAX2) Willmar. Authorizes the 
City of Willmar to impose a sales and use tax of one 
half of one percent. This proposal was approved by 
the voters at the November 2004 general election. 
Revenues from the tax may be used to pay for the 
completion and expansion of the airport/industrial 
park, hiking and bike trails, connection of the Blue 
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Line and civic center buildings and purchase of a 
portion of the Willmar Regional Treatment Center 
campus located west of Trunk Highway 71. The 
city is authorized to issue general obligation bonds 
in an amount not to exceed $8,000,000 to pay for 
these projects. This debt would not be subject to 
the net debt limits. Thetax will expire at the later 
of seven years after it is imposed or when the city 
council determines that sufficient revenues have 
been raised to pay the cost of the project that will be 
completed under this bill. 

Art. 7. Sec. 51. (TAX2} Winona. Authorizes the 
city of Winona to impose a sales tax of one percent, 
and a motor vehicle excise tax of $20 per vehicle 
sold within the city boundaries. The revenues will 
be used to pay for costs of transportation projects or 
improvements, cultural or library projects. The city 
voters must approve the tax. The tax expires the 
earlier of 15 years or when sufficient funds have 
been raised to retire the bonds. 

Art. 7. Sec. 52. (TAX2) Hubbard County. 
Authorizes Hubbard County to impose a local 
lodging tax. 

Art. 7. Sec. 53. (TAX2) Use Tax Enforcement. 
Directs the commissioner to establish a use tax 
enforcement unit within the department of revenue 
to conduct direct use tax compliance activities. 

Art. 7. Sec. 54. (TAX2} Repealer. Repeals 
Minnesota Statutes, section 297 A.99, subdivision 
13, which provides that all local sales taxes are 
subject to the general rules in that section. 

enactment. 

Art. 21. Section 1. (TAX3) Event Souvenir 
Clothing. Establishes a definition of "event 
souvenir clothing" as clothing sold at a state
subsidized facility and that bears a name, image or 
logo of the entertainer, athlete, or team that 
performs at the following state-subsidized facilities: 
Target Center, Metrodome, Excel Arena, and 
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DECC in Duluth. 

Art. 21. Sec. 2. (TAX3) Other exempt meals. 
Adds to the list of meals which are exempt from 
sales tax those which are purchased for and served 
exclusively to children under the age of 14 (or 16 if 
disabled), and who are attending a child care or 
early childhood education program. To be exempt, 
the meals must be purchased by a nonprofit child 
care facility that is otherwise tax exempt and that 
primarily serves families with income no greater. 
than 250 percent of the federal poverty guidelines. 
The meals must be prepared at the site of the child 
care facility. This provision is retroactive to sales 
after December 31, 1997. 

Art. 21. Sec. 4. (TAX3) Clothing. Makes the sales 
of event souvenir clothing at the facilities listed in 
article 22, section 1 taxable effective for sales after 
June 30, 2005. 

Art. 21. Sec. 8. (TAX3) Hydroelectric generating 
facility. Exempts materials and supplies used or 
consumed in ~he construction of a hydroelectric 
generating facility that utilizes two turbine 
generators at a dam site existing on March 31, 1994, 
and is located on land within 1500 feet of a 13.8 
kilovolt distribution circuit, and is eligible to 
receive a renewable energy production incentive 
payment. This section is effective for sales made 
after December 31, 2004, and before December 31, 
2007. 

Art. 21. Sec. 9. (TAX3) St. Paul Sales Tax. 
Clarifies that the use of revenues received from the 
St. Paul sales tax does not include the payment of 
principal, premilim, or interest on any bonds or 
other obligations except bonds issued for the 
expansion or remodeling of the St. Paul Civic 
Center. 

Art. 21, Sec. 10. (TAX3) Solar Energy 
Exemption. Strikes the sunset on the subdivision 
that provides a sales tax exemption for solar energy 
systems. 

Art. 21. Sec. 11. (TAX3) Mower County. 
Authorizes Mower County to impose sales and use 
tax of up to one half of one percent. The proceeds 
of the tax must be used to pay the cost associated 
with a criminal justice center for Mower County. 
This facility would be used for jail, law 
enforcement, dispatch, courts, court administration, 
correctional services, and county attorney functions. 
The county is authorized to issue bonds to finance 
the cost of this project. The issuance is not subject 
to a referendum, nor to the requirement that the debt 
service be levied against the referendum market 
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1 Card club fee. Requires a pari-mutuel licensee to 
pay a fifteen percent franchise fee to the Racing 
Commission as a condition for operating a card 
club. This fee would be imposed on the card club's 
gross revenues (i.e., amounts charged for table rents 
or the club's percentage of "pots"). The fee would 
be paid, collected, and administered by the Racing 
Commission in the same manner as the tax on pari
mutuel betting. Amounts paid are deposited in the 
state general fund. 

The fee does not affect the licensee's obligation to 
pay a share of gross revenues to the breeder's fund 
and for horse racing purses. These computations 
would continue to be made in the same manner as 
before imposition of the fee, i.e., the fee would not 
be deducted before applying the percentages to be 
paid for those purposes. 

value. The taxes would expire when the county 
board determines that sufficient revenues have been 
raised to pay for the project or at an earlier time 
determined by the county. 

Art. 21. Sec. 12. (TAX3) Worthington Sales Tax. 
Authorizes the city of Worthington to.impose-a 
sales and use tax at a rate of up to one half of one 
percent. The sales tax is subject to approval by the 
voters at the next general election or at a special 
election held before January 1, 2006. The city is 
also authorized to impose an excise tax of up to $20 
per motor vehicle purchased from a person engaged 
in the business of selling motor vehicles at retail 
within the city. The revenues from the taxes are 
required to be used to pay for the cost of a 
multipurpose city facility which would include 
meeting rooms, a swimmingpool, a senior citizens 
center, and to renovate the Memorial Auditorium. 
If the voters approve imposition of the tax, then the 
city is authorized to issue up to $7,800,000 in bonds 
to pay for the cost of the improvements that may be 
financed by the tax proceeds. An additional 
referendum on the issuance of the bonds is not 
required. This bond issuance is exempt from the 
requirements that the levy for debt must be levied 
against the referendum market value of property in 
the city. The debt ,is not included in the municipal 
debt limitation and any levy of taxes to pay the debt 
service is not subject to any levy limitation. The tax 
will expire at the earlier of ten years or the time 
when the city council determines that the revenue 
from the taxes is sufficient to pay for the project 
financed by this tax. 
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2 

Effective for charges and revenues received after 
June 30, 2005. 

Mortgage registry tax; armory exemption. 
Provides that the mortgage registry tax does not 
apply to mortgages on armories~ 

Effective the day following final enactment. 

No comparable provision 

No comparable provision 

3 MinnesotaCare tax; use tax on prescription 
drugs. Exempts purchase of prescription drugs for 
personal use from the MinnesotaCare use tax. The 
use tax applies to purchases made from sellers who 
do not collect the MinnesotaCare tax, typically 
because they are outside of Minnesota's jurisdiction 
to tax. 

Art. 16, sec. 1 {T AX2). Mortgage Registry Tax 
Exemption. Same 

Art. 16, sec. 2 {TAX2). Blood and blood 
components. Add a new subdivision to section 
295.50 defining "blood components." The 
amendment clarifies that blood components do not 
include blood derivatives 

Art. 16, sec. 3 {T AX2). Blood and blood 
components. Clarifies that only blood components, 
not blood derivatives, are exempt from the tax on 
legend drugs. Blood derivatives are derived from 
blood, plasma, or serum through a chemical 
manufacturing process. This change is consistent 
section 151.44, paragraph (a), clause (9), which 
excludes blood and blood components, not blood 
derivatives, from the definition of wholesale drug 
distribution. Effective for gross revenues received 
after December 31, 2004. 

4 MinnesotaCare tax; Tricare program. Exempts Art. 16, sec. 4 {TAX2). FEHBA copayments; 
military payments received under the federal blood and blood components. Same with respect 
Tricare program from the MinnesotaCare tax. to FEHBA. Senate has no provision with respect to 
Tricare is a medical program for military active Tricare; House has no provision with respect to 
service members, retirees and their dependents. The blood and blood components. 
new provision clarifies that enrollee deductibles, 
coinsurance, and co-payments are subject to tax, but 
that payments under the federal employees health 
benefits act(FEHBA) remain exempt. 

Effective for gross revenues received after 
December 31, 2004. 

5 Transfer or pass-through authority of 
MinnesotaCare tax. Makes a number of changes 
in the authority of providers and pharmacies to 
transfer or pass-through liability for the 
MinnesotaCare tax to third party payers. It: 

~ Clarifies that if a provider chooses to use 
the statutory transfer authority (i.e., to 
bill the health plan company for the 
MinnesotaCare tax), it may still itemize 
the tax on patient bills and that itemizing 
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the tax on patient bills does not affect the 
ability to use the statutory transfer 
authority. 

~ Provides that the tax is in addition to the 
"usual and customary fee schedule" 
often provided in these health plan 
contracts and extends to tax attributable 
to patient copayments and deductibles. 
For payments that are· subject to health 
plan contracts, the pass-through would 
be limited to the contract am01;mt 

~ · Requires the third party purchasers 
(typically insurers or health plan 
companies) to document how they are 
complying with th6se new requirements. 

~ Requires contracts between a health plan 
company and a registered pharmacy to 
allow the pharmacy to exercise its 
authority under the law's pass-through 
language either to: 

(1) Transfer (bill) to the health plan 
company (or contract pharmacy benefits 
manager or third party purchaser) any 
MinnesotaCare wholesale drug 
distributor tax that its suppliers have 
transferred (or charged) to the pharmacy; 
or 

(2) Raise its fees under the contract to 
recover the amount of the 
MinnesotaCare provider tax that it has 
paid. 

6 Fur tax. Modifies the estimated payment rules Art. 16, sec. 5 (T AX2). Fur tax. Same 
under the gross receipts tax on fur clothing. Present 
law requires taxpayers to make quarterly payments 
based on 90 percent of the current year liability, or 
100 percent of the previous year liability. The 
payment option based on 90 percent of the total 
liability in the current year is replaced with an 
alternative payment based on the gross revenue 
actually received during the quarter. 

Effective for gross revenues received after 
December 31, 2004. 

7 Liquor gross receipts tax. Replaces the additional Art. 3, sec. 2 (TAXl). Liquor Tax. Same 
2.5 percent sales tax on alcoholic beverages (which 
is scheduled to end on December 31, 2005) with a 
2.5 percent gross receipts tax on retail liquor sales. 

Subd. 1. Definitions. Defines terms for 
purposes of the gross receipts tax: 
commissioner, gross receipts, liquor, liquor 
retailer, and retail sale. 

Subd. 2. Gross receipts tax imposed. 
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Imposes on each retailer a 2.5 percent tax on 
gross revenues from the sales in Minnesota of 
alcoholic beverage. 

Subd. 3. Use tax; credit for taxes paid. 
Provides for a complementary use tax and a 
credit for taxes paid to another jurisdiction. 

Subd. 4. Tax collection required. 
Requires retailers with nexus in Minnesota, 
who aren't subject to the gross receipts tax, to 
collect the use tax. 

Subd. 5. Taxes paid to another 
jurisdiction; credit. Provides that a liquor 
retailer that has paid a similar tax to another 
jurisdiction qualifies for a credit for the tax 
paid to another jurisdiction. 

Subd. 6. Exemptions. Provides that all 
the exemptions applicable to the sales and use 
taxes are applicable to the taxes imposed 
under this section. 

Subd. 7. Sourcing of sales. Provides that 
all of the sourcing provisions under the sales 
and use taxes apply to the taxes imposed by 
this section. 

Subd. 8. Payment; reporting. Provides 
that the reporting must be made on a form 
prescribed by the commissioner and that the 
tax must be filed and paid using the filing 
cycle and due dates provides for the taxes 
imposed under chapter 297 A. 

Subd. 9. Administration. Provides that 
the audit, ·assessment, refund, penalty, 
interest, enforcement, collection remedies, 
appeal and administrative provisions of 
chapter 270 and 289A that are applicable to 
the sales and use taxes apply to the taxes 
imposed under this section. 

Subd. 10. Interest on overpayments. 
Provides that interest must be paid on an 
overpayment or credited to the taxpayer from 
the date of the tax payment until the refund is 
paid or credited; and the date of payment is 
the due date of the return or the date of actual 
payment of the tax, whichever is later. 

Subd. 11. Deposit of revenues. Requires 
the commissioner to deposit revenues fro m 
the tax, including penalties and interest, in the 
general fund. 

Effective for sales and purchases on or after January 
1, 2006. 
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8 

9 

No comparable provision 

Petroleum tax penalty abatement. Provides 
general penalty abatement authority to the 
commissioner under the petroleum tax. and specifies 
a tinre franie for appealing penalty' abatement , 
denials. ' ·, 1 

• • 

Effective for penalties imposed on or after the day 
following final enactment. 

Distributor. Expands the definition of distributor 
under the gambling taxes to include a linked bingo 
game provider, requiring reporting of sales of 
gambling products. 

Effective the day following final enactment. 

10 Gambling product. Expands the definition of 
gambling product to include linked bingo paper 
sheets. 

Effective the day following final enactment. 

Art. 16, sec. 6 (T AX2). Aviation Fuel Tax 
Exemption for Ambulance Service. Adds a new 
subdivision to provide an exemption for ambulance 
service from the aviation fuel tax. There already are 
exemptions set forth in sections 296A. 07 and 
296A.08 from gasoline and special fuel tax for 
ambulance service licensed under chapter 144 E. 
Effective for purchases made on or after July 1, 
2005. 

Art. 16, sec. 7 (TAX2). Petroleum Tax Penalty 
Abatement. Same 

Art. 16, sec. 8 (T AX2). Linked Bingo Game 
Distributor. Same 

Art. 16, sec. 9 (T AX2). Linked Bingo Game 
Gambling Product. Same 

11 Linked bingo game. Defines "linked bingo game" Art. 16, sec. 10 (T AX2). Linked Bingo Game 
for use in administering the gambling tax. Definition. Same 

Effective the day following final enactment. 

12 Linked bingo game provider. Defines "linked Art. 16, sec. 11 (TAX2). Linked Bingo Game 
bingo game provider" for purposes of the gambling Gambling Provider. Same 
tax. 

Effective the day following final enactment. 

13 Business records. Provides that business records Art. 16, sec. 12 (T AX2). Business Records. Same 
include copies of new electronic checks (under. 2003 
federal law) for purposes of the gambling taxes. 

Effective July 1, 2005. 

14 Inspection rights. Authorizes the commissioner of Art. 16, sec. 13 (TAX2). Inspection Rights. Same 
revenue to inspect the place of business of a linked 
bingo game provider and the books, records, and 
other documents required to be maintained under 
law. 

Effective the day following final enactment. 

No comparable provision Art. 12, sec. 17 (TAX2). Out of State Tobacco 
Retailers. Defines "out of state retailer" as a 
person engaged outside of this state in the business 
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No comparable provision 

Cigarettes in interstate commerce. Clarifies that 
reporting requirements for cigarettes transported 
outside of Minnesota only apply to cigarettes 
manufactured by companies that are not 
participating manufacturers in the Master 
Settlement Agreement with other states. 

Effective the day following final enactment. 

No comparable provision 

Bond requirement. Authorizes the commissioner 
of revenue to require cigarette distributors that are 
delinquent in paying tax or filing returns to post 
surety bonds or certified checks. 

Effective the day following final enactment. 

-Cigarette tax returns; June acceleration. 
Clarifies the due dates of returns for May and June 
liability for cigarette distributors subject to the June 
accelerated payment requirements. 

Effective the day following final enactment. 

of selling or offering cigarettes or tobacco products 
for sale to consumers located in Minnesota. 

Art. 12, sec. 18 {TAX2). Out of State Tobacco 
Retailers. Requires retailers to file a statement 
with the Department of Revenue with the retailer's 
name, trade name and address. 

Art. 16, sec. 14 {TAX2). Cigarettes in Interstate 
Commerce. Same 

Art. 12, sec. 19 (TAX2). Out of State Tobacco 
Retailers. Requires the retailer to report to the 
commissioner of revenue the name and address of 
the purchaser and the brand or brands and quantity 
of tobacco products sold. 

Art. 16, sec. 15 {TAX2). Bond Requirement. 
Same 

Art. 16, sec. 16 {TAX2). Cigarette Tax Return; 
June Acceleration. Same 

18 Tobacco products tax return; June acceleration. Art. 16, sec. 17 (TAX2). Tobacco Products 
Clarifies the due dates of returns for May and June Return; June Acceleration. Same 
liability for tobacco products distributors subject to 
the June accelerated payment requirements. 

Effective the day following final enactment. 

19 Bad debt. Amends the cigarette tax bad debt Art. 12, sec. 20 (TAX2). Bad Debt. Same 
provisions to clarify when the offset may be 

20 

claimed and that any recovery of the debt must be 
reimbursed to the commissioner. 

Effective for claims filed on or after July 1, 2005. 

Cigarette sales tax. Replaces the sales tax on 
cigarettes with a wholesale tax on the sale of 
cigarettes from distributors to retailers and cigarette 
subjobbers. 

Subd. 1. Imposition. Imposes the tax at 
the rate of 6.5 percent of the weighted 
average retail price that must be determined 
annually by the commissioner of revenue by 

Art. 12, sec. 21 (TAX2). Cigarette Sales Tax. 
Same except Senate specifies the initial rate as 21 
cents per pack of20 cigarettes. This is the rate 
initially provided by the Department of Revenue; 
House 20 cent rate reflects change made in early 
May to the Department's estimate of the initial rate. 
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surveying cigarette retailers statewide. The 
initial rate is set at 20 cents per pack of 20 
cigarettes. 

Subd. 2. Payment. Provides that the tax 
payments must be made on the same dates 
prescribed for the cigarette excise taxes. 

Subd. 3. Return. Provides that the tax 
return must be filed on the same dates 
prescribed for the cigarette excise tax returns. 

Subd. 4. Form of return. Provides that 
the tax return must contain the information 
and be in the form prescribed by the . 
comniissioner. 

Subd. 5. Tax as debt. Requires the 
distributor to collect the tax and specifies it is 
a debt of the retailer or subjobber to the 
distributor recoverable at law in the same 
manner as other debts and that retailers and 
subjobbers must pay the tax to the distributor 
before the 12th day of the month following 
the month in which the cigarettes were 
purchased from the distributor. 

Subd. 6. Sales tax stamp. Provides that 
payment of the cigarette tax and of the tax 
imposed by this section is evidenced by a 
dual purpose single stamp affixed to each 
package. 

Subd. 7. Administration. Provides that 
the administrative provisions of chapter 297F 
apply to this tax. 

Subd. 8. Deposit of revenues. Provides 
that the tax and penalties and interest are 
deposited in the general fund. 

Effective for all sales made on or after August 1, 
2005. 

21 Quarterly or annual returns and payments. Art. 16, sec. 18 {TAX2). Liquor Taxes; 
Allows for quarterly or annual rather than monthly Quarterly or Annual Returns and Payments. 
liquor tax returns and payments in certain situations. Same 

Effective for tax returns and payments due on or 
after January 1, 2006. 

22 Direct business. Defines direct business under the Art. 3, sec. 5 {T AXl ). Direct business. Same 
insurance premiums tax to include premiums for 
stop loss coverage. This overturns the Minnesota 
Supreme Court decision in BCBSM, Inc. vs. 
Commissioner of Revenue, 663 N.W.2d 531 (Minn. 
2003). 

Effective for insurance premiums received after 
December 31, 2005. 
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23 Reinsurance. Defines "reinsurance" for purposes Art. 16, sec. 19 (T AX2). Reinsurance. Same 
of the insurance premiums tax. The tax applies to 

24 

25 

gross premiums, less reinsurance. 

Effective the day following final enactment. 

Mutual property and casualty insurance. 
Changes reference to life insurance premiums tax to 
conform to the separate (lower) tax imposed on life 
insurance under section 26. 

Effective January 1, 2008. 

Gross premiums tax. Clarifies that the gross 
premiums tax on health maintenance organizations, 
nonprofit health service plan corporations, and 
community integrated service networks does not 
apply to return premiums on direct business 
whether received in cash or otherwise. 

Effective January 1, 2005. 

Art. 12, sec. 22 (T AX2). Insurance Taxes. 
Different; Senate clarifies that the current law rate 
of 1.26 percent of gross premiums less return 
premiums applies only to insurance companies that 
sell both property and casualty insurance, but does 
not include conforming change to lower tax rate on 
life insurance in Senate section 24. 

Art. 16, sec. 20 (T AX2). Health Maintenance 
Organizations, Non profit Health Service Plan 
Corporations, and Community Integrated 
Service Networks. Same 

26 Life insurance premiums tax. Reduces the Art. 12, sec. 23 (T AX2). Insurance premiums tax. 
premium tax on life insurance from 2 percent to 1.5 Same 
percent. 

Effective January 1, 2008. 

27 Production tax; direct reduced ore. Clarifies the 
time periods before the production tax is imposed 
on the direct reduced ore by: (1) providing that no 
tax is imposed during the facility's noncommercial 
production of direct reduced ore (i.e., during the 
experimental/research phase), (2) providing that no 
tax is imposed during the first two years of the 
facility's "commercial production" period, and (3) 
phasing in the tax during the next three years. 

Nothing in present law specifically addresses the 
tax during the experimental/research phase of a 
project. This section: 

(1) defines "commercial production" as more 
than 50,000 tons per year and 
"noncommercial production" as 50,000 or 
less tons per year; 

(2) does not impose the tax on the direct 
reduced ore until the plant achieves 
commercial production; and 

(3) provides that for the two-year time period 
when the commercial production level is 
reached, the production tax will not be 
imposed on the direct reduced ore; and no 
tax will be imposed on the taconite or iron 
sulphides consumed in the commercial 
production for those same two years. 
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Iron concentrate used to produce the direct reduced 
ore (i.e., the iron nuggets) will be taxed like other 
taconite concentrates and pellets during the 
noncommercial production years. However, in the 
first two years of commercial production, no tax 
will be paid on the iron concentrate or on the direct 
reduced ore. After the facility has been in 
commercial production for two years, the direct 
reduced ore will be subject to the phased-up tax 
(i.e., 25% in the 3rd year, 50% in the 4th year, 75% 
in the 5th year, and 100% beginning in 6th year). 
Once the facility has reached the 50,000 tons per 
year, the tax will continue to apply even if the 
facility in some future year does not produce 50,000 
tons in that year. 

Effective for direct reduced ore produced after the 
day following final enactment. 

28 Gravel tax; town of Sylvan. Authorizes the town 
of Sylvan to impose a gravel tax if Cass County 
does not impose one. The town of Sylvan would 
retain all of the proceeds. 

29 

30 

If Cass County imposes a gravel tax, the gravel tax 
authorized under this subdivision would be repealed 
on the effective date of the Cass County tax. 

Effective upon local approval. 

No comparable provision 

Metropolitan solid waste landfill fee penalty. 
Clarifies that the penalties provided for corporate 
franchise taxes apply to determine penalties under 
the metropolitan solid waste landfill fee. Present 
law applies the penalties under the tax in chapter 
290 and it is unclear whether this refers to corporate 
franchise or individual income tax penalties. 

Effective the day following final enactment. 

No comparable provision 

Floor stocks tax. Imposes a floor stocks cigarette 
tax on all persons selling cigarettes as distributors, 
retailers, subjobbers, vendors, manufacturers, or 
manufacturer's representatives who have stamped 
cigarettes and unaffixed stamps in their possession 
at 12:01 am on August 1, 2005. The tax is imposed 
at the rate of20 cents per pack of20 cigarettes. The 
floor stock tax payments are due by September 7, 

Art. 12, sec. 25 (TAX2). Out of State Tobacco 
Retailers. Requirements for accepting orders for 
shipping and delivery sales are imposed on tobacco 
retailers. 

Art. 18, sec. 17 (TAX2). Metropolitan Solid 
Waste Landfill Fee Penalty. Same 

Art. 12, sec. 28 (T AX2). Compacts. Authorizes 
the commissioner of revenue. to enter into compact 
agreements with other states to eliminate retaliatory 
insurance premiums tax provisions between 
Minnesota and other states. 

Art. 12, sec. 29 (T AX2). Floor Stocks Tax. Same 
except Senate specifies the initial rate as 21 cents 
per pack of 20 cigarettes. This is the rate initially 
provided by the Department of Revenue; House 20 
cent rate reflects change made in early May to the 
Department's estimate of the initial rate. 
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2005. 

Effective August 1, 2005. 

31 Repealer. Repeals a lawful gambling tax provision Art. 16, sec. 21 {TAX2). Repealer. Same 
dealing with allocation of payments since 
Minnesota Statutes, section 270.652 already deals 
with allocation of payments. 

Effective the day following final enactment. 

No provision 

No provision 

No provision 

No provision 

No provision 

No provision 

Art. 9, sec. 1 (TAX2). Business subsidy. Updates 
the items listed in statute that are not a business 
subsidy by adding language providing that 
assistance to provide job readiness and training 
services if the sole purpose of the assistance is to 
provide those services is not a subsidy except when 
the assistance is paid for by expenditures of tax 
increments under new section 15. 

Art. 9, sec. 2 (TAX2). Residence. Adds a new 
subdivision to define "residence" as the place where 
an individual has established a permanent home 
from which the person has no current intention of 
movmg. 

Art. 9, sec. 3 (TAX2). Wage and Job Goals. 
Amends Minnesota Statutes, section 116J.994, 
subdivision 4, the wage and job goals provisions for 
the business subsidy agreement, to require that the 
wage and job goals result in job creation or 
retention by the recipient of the subsidy within the 
jurisdiction of the state or local government that 
grants the subsidy. This section is effective August 
1, 2005, and applies to subsidy agreements entered 
into on or after that date. 

Art. 9, sec. 4 (TAX2). Public Notice and 
Hearing. Provides that the public notice of any 
public meeting about a business subsidy agreement 
must include notice that a person with residence in 
or the owner of taxable property in the granting 
jurisdiction may file a written complaint with the 
grantor if the grantor fails to comply with 
requirements of the business subsidy law. No 
action may be filed against the grantor for failure to 
comply unless a written complaint is filed. 

Art. 9, sec. 5 (TAX2). Reports. Amends section 
116J.994, subdivision 9, to require the 
Commissioner of Employment and Economic 
Development to put the business subsidy reports 
submitted by local and state agencies on the 
department Web site by October 1 of the year in 
which they were submitted. 

Art. 9, sec. 6 (TAX2). Enforcement. Allows a 
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No provision 

JOBZ property exempt from property taxation. 
Requires property to be occupied by a qualified 
business with a signed business subsidy agreement 
(and relocation agreement if required) by July 1 of 
the assessment year to qualify for exemption. 
Present law simply requires occupancy on July 1st 

by a qualified business. Effective beginning for 
taxes payable in 2006. 

House Public Finance bill is very similar to section 
3, except it applies to districts certified before 
January 1, 2005 and does not contain the limit that 
the exception is restricted to the extent necessary to 
collect tax increments. 

Border city development zone, property tax 
exemption. Provides that the property tax 
exemption for border city development zones may 
be for a period shorter than the duration of the zone 
designation. Effective for development agreements 
approved after the day following final enactment 
beginning for taxes payable in 2006. 

Limits on exemption, border city development 
zone. Authorizes a city to limit the property tax 
exemption under the border city development zone 
law to (a) a time period less than the duration of the 
zone designation, or (b) a portion of the property 

resident of or a person who owns a business in a 
jurisdiction that grants business subsidies to file a 
civil action for equitable relief if the grantor does 
not comply with the business subsidy law. The 
action must be filed within 180 days after a business 
subsidy agreement is approved. Costs and attorney 
fees may be awarded to the prevailing party. This 
section is effective August 1, 2005, and applies to 
subsidy agreements entered into on or after that 
date. 

Art. 9, sec. 7 (T AX2). Transfer of Ownership. 
Directs the Commissioner of Transportation to 
transfer ownership of the I 3 94 parking facilities to 
the city of Minneapolis at the earliest feasible date 
after receiving payment. The payment amount must 
be equal to the amount of state funds spent by the 
DOT commissioner for construction of the 
facilities. After assuming ownership of the 
facilities, the city is directed to operate them in 
accordance with procedures and rules in current 
law. The city also must assume the authority to 
collect fees for the use of the facilities as provided 
in current law. The DOT commissioner shall take 
no action under this section that would result in 
federal sanctions against Minnesota or require the 
repayment of any state funds to the federal 
government. All money received under this section 
shall be deposited in the trunk highway fund. 

Art. 24, sec. 3 (TAX3). JOBZ property exempt 
from property taxation. 

Senate provides that the property tax exemption for 
improvements to real property located within a job 
opportunity building zone would not apply to the 
captured net tax capacity in a tax increment 
financing district to the extent necessary to meet the 
debt repayment obligations of the authority, if the 
property is also located within an agricultural 
processmg zone. 

Art. 9, sec. 8 (TAX2). Exemption. Same 

Art. 9, sec. 9 (TAX2). Limits on Exemption. 
Same 
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4 

tax, or both. Effective for development agreements 
approved after the day following final enactment 
beginning for taxes payable in 2006. 

Bioscience zone refunds of interest 
overpayments. Provides that interest sales and use 
tax refunds under the bioscience zone law is 
computed from 90 days after the refund claim is 
filed. Effective for refund claims filed on or after 
July 1, 2005. 

Present law applies the general sales and use tax 
refund rules to these refunds: (1) if a refund claim 
includes a detailed schedule of covered tax periods, 
interest is paid from the date of payment to the date 
the refund is paid; or (2) if a detailed schedule is not 
included, interest is computed from the date the 
claim was filed. 

No provision 

5 JOBZ; sales tax exemption. Makes two changes No provision 
in the JOBZ sales tax exemption. It: 

~ Provides that certain aircraft engaged in 
aerial surveying (and any aerial camera 
packages used in the aircraft) qualify as 
"primarily used or consumed" in a JOBZ 
if (l) the aircraft is based, maintained, 
and dispatched in a JOBZ, and (2) 
images taken in the air are processed in 
the JOBZ. Exempts equipment used to 
improve real ·property in a JOBZ ifthe 
improvement will be used by a qualified 
business. 

~ Provide that if the business subsidy 
agreement does not provide for paying 
prevailing wages on the construction 
project, the sales tax exemption does not 
apply. No effective date is provided, so 
this will likely apply to business subsidy 
agreements entered into after June 30, 
2005 under the general rule for bills 
containing appropriations. 

6 Bioscience zone business exemptions from 
general sales and use taxes. Exempts equipment 
used to improve real property in a bioscience zone if 
the improvement will be used by a qualified 
business. Makes this section effective for sales 
after December 31, 2003. 

House Public Finance bill is very similar Art. 24, sec. 5 (T AX3). Competitive bidding. 
Provides that a housing and redevelopment 
authority need not require competitive bidding until 
August 1, 2009, with respect to a facility built for 
the purpose of facilitating the operation of public 
fransit or encouraging its use; constructed in 
conjunction with or directly above or below a 
development; and financed with the proceeds of 
parking ramp general obligation or revenue bonds 
or with at least 60 percent of the construction cost 
being financed with federal funds. 
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House ·Public Finance bill contains a similar 
provision 

Additional border city zone allocations. 
Allocates $1.5 million for border city enterprise 
zone and border city development zone tax 
reductions. This allocation is divided equally 
between the two programs, but the cities can 
reallocate the amounts between the two programs. 
The allocation is divided among the qualifying 
border cities on a per capita basis. The five cities 
that qualify are Moorhead, Dilworth, East Grand 
Forks, Breckenridge, and Ortonville. 

No provision 

No provision 

No provision 

No provision 

Art. 9, sec. 10 (TAX2). General Obligation 
Bonds. Allows a housing and redevelopment 
authority to pledge the full faith and credit of a 
governmental unit for bonds issued to finance 
housing development projects that are owned by a 
limited partnership or other entity of the HRA. In 
order for the HRA to pledge the full faith and credit, 
the limited partnership or other entity would have to 
receive (1) an allocation from the Department of 
Finance or an entitlement issuer of tax-exempt 
bonding authority for the project and receive a 
preliminary determination by the Minnesota 
Housing Finance Agency or the applicable 
sub allocator of tax credits that the project will 
qualify for 4 percent low income housing credits, or 
(2) a reservation of 9 percent low-income housing 
tax credits from the Minnesota Housing Finance 
Agency or a suballocator of tax credits for the 
project. 

Art. 9. sec. 11 (TAX2). Border City Allocations. 
Same 

Art. 9, sec. 12 (TAX2). Urban Renewal. Defines 
an "urban renewal area" to be a contiguous 
geographic area designated within a tax increment 
financing project. Art. 9, sec. 18 provides 
exemptions from certain general law .restrictions on 
tax increment financing districts for urban renewal 
areas. 

Art. 9; sec. 13 (TAX2). Tax Increment Financing 
Plan. Provides that the tax increment financing 
plan must identify any job training costs that are 
intended to be paid for by use of tax increments. 
The identification must include the name of the 
employer whose employees will be trained, and the 
nature and cost of the training, but is not required to 
identify the provider of the job training. 

Art. 24, sec. 6 (TAX3). Tax Increment 
Financing. Defines fiscal and economic 
implications of proposed tax increment financing 
districts to include an estimate of the total amount 
of increment that will be generated over the life of 
the district; a description of the probable impact of 
the district on local government units and levies and 
any additional requested information. 

Art. 9, sec. 14 (TAX2). Tax Increment Financing 
Plan. Provides that the modification of a tax 
increment fin~ncing plan pursuant to a decision to 
pay for job training must follow the process 
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No provision 

No provision 

required for approval of the original plan. 

Art. 9, sec. 15 {TAX2). Tax Increment Financing 
Plan. Provides that the annual financial report that 
is made for each tax increment financing district to 
the state auditor must include the amount expended 
during the year for the job training. 

Art. 9, sec. 16 {TAX2). Pre-1979 Districts. A city 
is allowed to expend increments from a pre-1979 
TIF district after April 1, 2001, if the captured tax 
capacity of all TIF districts in the city is less than 6 
percent of the city's total tax capacity for taxes 
payable in 2003, and if the city's population 
exceeds 50,000. 

8 Use of increments for gambling facilities. No provision 
Prohibits cities or development authorities from 
spending tax increments for a facility that includes a 
casino or other facility conducting class III gaming, 
as defined under federal law. Class III gaming 
includes banking card games, including baccarat, 
chemin de fer, and blackjack (21), electronic games 
of chance, slot machines, roulette, craps, and other 
similar games. 

Effective for expenditures of increments made after 
June 30, 2005 whether in a new or existing TIF 
district. 

No provision Art. 9, sec. 17 {TAX2). Tax Increment Financing 
Plan. Authorizes the use of tax increment financing 
for job training that is intended to result in new job 
growth within a tax increment financing district. 
This authorization essentially overrides the general 
law limitation on the use of tax increments, that is, 
that they must be authorized under the law that 
provides the powers of the authority or the 
municipality that is creating the district. Specific 
limitations on the types of expenditures that may be 
made in soils condition districts, economic 
development ·districts, and redevelopment districts 
are also overridden for this purpose. The authority 
may make the expenditures for the job training 
activities or may reimburse an employer located 
within the district or municipality in which the 
district is located for job training expenditures. The 
expenditures are restricted to job training programs 
that are approved by the local workforce council. 
For purposes of the restrictions on pooling of 
increments, the expenditure of increments for job 
training purposes are considered to be expended on 
activities within the district. This expenditure is 
authorized for any district created after July 31, 
1979, provided that existing districts must modify 
their plans in order to expend the increments for job 
training purposes. 

9 Including parcels in TIF districts. Prohibits No provision 
including a parcel in a TIF district if it contains or is 
expected to contain a casino or other uses, facilities, 
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properties, or businesses containing class III 
gammg. 

Effective for districts or modifications to districts 
for which the request for certification was made 
after June 30, 2005. 

No provision 

No provision. Provisions of the House Public bill 
will allow mixed income and tenure housing by 
repealing the restrictions on the amount of the 
market value of housing that must be for low- and 
moderate-income families. 

Art. 9, sec. 18 (TAX2). Urban Renewal. Provides 
exemptions from certain general law restrictions on 
tax increment financing districts for areas that are 
established as urban renewal areas within a city. 
Within an urban renewal area, defined in Art. 9, sec. 
12, all parcels must be eligible for inclusion in a 
redevelopment, renewal and renovation, or soils 
condition district, or must be currently located 
within such a district that had been certified within 
ten years of the approval of the urban renewal 
district. Redevelopment, renewal and renovation, 
or soils condition districts created within an urban 
renewal area must be established within ten years 
from the city or county approval of the urban 
renewal area. Authorizes an authority to create an 
urban renewal area pursuant to the procedures 
required for approval of the original project. The 
authority must also obtain written approval from the 
county in which the urban renewal area is located. 
Within the area, the following tax increment 
financing restrictions are modified: 

first, the five year rule that restricts the 
period when activities related to the 
district must occur is extended to ten 
years; 

... second, the pooling limitations do not 
apply provided that the increments 
must be expended on improvements or 
activities within the urban renewal 
area; and 

... third, the local tax rate certification 
does not apply. 

Art. 9, sec. 19 (TAX2). Mixed-Income 
Occupancy Projects. Authorizes the creation of 
tax increment financing housing districts for 
developments that contain both owner occupied and 
residential rental units for mixed income residents. 
Twenty percent of the units in the development in 
the housing district must be occupied by individuals 
whose family income is no greater than 50 percent 
of the area median gross income and an additional 
60 percent of the units must be occupied by 
individuals whose family income is no greater than 
115 percent of the area median gross incomes. 
Twenty percent of the units may not be subject to 
any income limitations for residential rental units. 
The income requirements apply to rental units for 
the duration of the tax increment district, and to the 
original purchaser of owner occupied units. The 
fair market value of improvements that are 
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No provision 

No provision. The House Public Finance bill 
makes changes to the special deficit authority to 
provide a "safe harbor," simpler alternative 
calculation. 

Definition of qualified business in a JOBZ. 
Modifies the criteria for a business to be considered 
"qualified" for JOBZ purposes as follows: 

~ Specifies that a person is a qualified 
business only on parcels of land for 
which the person has entered into a 
business subsidy agreement with the 
appropriate local government; 

~ Requires the local government to 
consider several factors before executing 
a business subsidy agreement: 

(a) how wages plus benefits compare to 
110 percent of the statewide poverty 
rate for a family of four; 

(b) how wages compare to the regional 
industry average; 

(c) the number of jobs created relative 
to overall employment in the 
community; 

(d) the economic outlook for the 
relevant industry; 

(e) anticipated sales generated from 
outside Minnesota; 

(f) how the business will diversify the 
regional economy or build on 
regional strengths; 

(g) how the business will increase 
capital investment in the JOBZ; and 

(h) any other criteria the commissioner 
deems necessary. 

~ Provides that a person relocating a trade 

constructed for commercial uses or other 
nonhousing unit uses is limited to twenty percent of 
the total fair market value of the improvements in 
the development plan. 

Art. 9, sec. 20 {TAX2). Expenditures Outside 
District. Amends the provisions of law providing 
for expenditures of increment outside the district by 
adding language specifying that for a district 
created within a biotechnology and health sciences 
industry zone, tax increment derived may be 
expended outside of the district but within the zone 
only for expenditure required for the construction of 
public infrastructure necessary to support the 
activities of the zone. 

Art. 9, sec. 21 {TAX2). Special Deficit Authority. 
Defines "affordable housing account" as an account 
in which increment is deposited solely for 
affordable housing activities and provides for 
expenditures from an affordable housing account. 
The section also defines "hazardous substance 
pollutant or contaminant remediation account" and 
provides for expendifures from these accounts. 

Art. 9, sec. 22 (TAX2). Qualified Business. 

S.F. 2776, article 2, section 105, same as House 
provision, except as noted. 

Not included 
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or business into a JOBZ is not a 
qualified business unless the above 
requirements are met, and the trade or 
business increases full-time employment 
in the first full year ofoperationwithin 
the JOBZ by a minimum of five jobs, or 
20 percent, whichever is greater. 
(Current law requires only a 20 percent 
job increase.) Permits the commissioner 
to waive this requirement upon 
determining that the qualified business 
will "substantially achieve" the factors 
stated above. 

~ Disqualifies a retailer from receiving Same 
JOBZ benefits if it is primarily engaged 
in retail sales to buyers physically Also in Article 9, section 22 
present at the business's zone location. 

~ Requires qualifying businesses to pay 
each employee wages plus benefits that 
equal or exceed 110 percent of the 
federal poverty guideline for a family of 
four ($21,285 in 2005). 

Effective the day following final enactment for 
businesses entering a JOBZ business subsidy 
agreement' after that date, except that the 
requirement that a person is a qualified business 
only on those parcels for which the person has 
entered a business subsidy agreement is effective 
retroactively from June 9, 2003. 

11 Definition of relocation payroll percentage. No provision 
Defines "relocation payroll percentage" as a 
fraction representing (1) the zone payroll of the 
business for the tax year less the payroll from 
relocated operations in the last full year of 
operations before relocation (the numerator), in 
relation to (2) zone payroll of the business for the 
tax year (the denominator). States that the 
relocation payroll percentage of a business that is 
not relocating is 100 percent. Effective the day 
following final enactment; applies to qualified 
businesses with business subsidy agreements fully 
executed after June 30, 2005. 

12 Prevailing wage requirements and JOBZ. No provision 
Modifies the JOBZ list of tax incentives to provide 
that the sales tax exemption is not: 

~ Financial assistance under the prevailing 
wage law that applies to DEED grants; 
or 

~ A business subsidy under the business 
subsidy law 

unless the business subsidy agreement provides for 
the business to pay prevailing wage. 

Section 5 provides that the sales tax; exemption 
effectively does not apply unless the business ·, 
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subsidy agreement requires paying prevailing wage. 

Effective retroactive to the start of the JOBZ 
program. 

13 JOBZ individual income tax exemption. Allows No provision 
estates and trusts to qualify for the JOBZ income 
tax exemptions that now apply only to 
"individuals." The exemption for rents is limited to 
properties rented to qualified businesses. This will 
eliminate the possibility of providing an exemption 
for housing-e.g., an apartment building. Business 
income must be apportioned using the relocation 
percentage. 

Effective for tax years beginning after December 
31, 2003, but the requirement to apportion income 
using the relocation payroll percentage is effective 
the day following final enactment (and apply to 
qualified businesses with business subsidy 
agreements fully executed after June 30, 2005). 

14 JOBZ corporate franchise tax exemption. No provision 
Requires apportionment of exemptions from the 
corporate franchise tax and the corporate alternative 
minimum tax by the relocation payroll percentage. 

Effective the day following final enactment; applies 
only to qualified businesses with business subsidy 
agreements fully executed after June 30, 2005. 

15 Repayment obligation. Clarifies that S.F. 2276, article 2, section 106 
"commissioner" refers to the commissioner of 
employment and economic development. 

16 Reconciliation. Clarifies that the JOBZ law S.F. 2276, article 2, section 107 
controls regarding repayment of tax benefits if there 
are inconsistencies between the JOBZ and business 
subsidies(§§ 116J.993 to 116J.995) laws. 

Effective the day following final enactment. 

17 Remedies. Eliminates the requirement for 
publishing orders modifying a JOBZ in the State 
Register and on the Internet. 

S.F. 2276, article 2, section 108 

Effective the day following final enactment. 

18 Definition of qualified business in a bioscience 
zone. Modifies the criteria for a business to be 
considered "qualified" for bioscience zone purposes 
by specifying that a person is a qualified business 
only on parcels of land for which the person has 
entered into a business subsidy agreement with the 
appropriate local government. 

S.F. 2276, article 2, section 109 

Effective retroactively from June 9, 2003. 

19 Biotechnology and health sciences funding. No provision 
Allows unused tax benefit certificates available in 
the $1,000,000 appropriation for the bioscience 
zone in fiscal years 2004-2005 to carryforward to 
the FY2006-07 biennium. 
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20 Bioscience zone corporate franchise tax No provision 
exemption. Exempts a qualified business from the 
minimum fee if all of its property and payroll are 
located in the Bioscience zone. 

Effective for tax years beginning after December 
31, 2003. 

21 Repayment obligation. Clarifies that 
"commissioner" refers to the commissioner of 
employment and economic development. 

No provision 

22 

23 

Effective the day following final enactment. 

No provision Art. 9, sec. 23-24 (TAX2). Brooklyn Park. 
Allows the city of Brooklyn Park to use all of the 
revenue generated from tax increment in any year 
that is not expended pursuant to a pledge given or 
encumbrance created before January 1, 2005 to be 
deposited in the housing development account of 
the authority. Currently the city is allowed to 
deposit 15 percent of the revenue from the tax 
increment into the housing development account. 
The revenue may be used for owner occupied 
housing or rental housing. 

House Public Finance bill allows the duration to Art. 9, sec. 25 (TAX2). Duration of District. 
equal that permitted under general law. Changes the limitation on the duration of a 

redevel<?pment district in the city of Minneapolis for 
a Lake Street project. Under the 1998 law that. 
authorized this project, the duration of the district 
was limited to 18 years from the date of receipt by 
the authority of the first increment generated from 
the final phase of redevelopment in the district, 
subject to an additional limitation of 30 years from 
approval of the tax increment plan. This bill 
eliminates the limitation relating to 18 years from 
the date of receipt of the first increment from the 
final phase of redevelopment. The 30 year overall 
limit remains in effect. This extension of the 
duration requires the approval of the city, the school 
district, and the county in which the tax increment is 
located. 

Fergus Falls; tax exemption. Extends the period 
during which the city of Fergus Falls can hold 
property for economic development purposes from 
8 years to 15 years. This allows Fergus Falls to 
qualify under the rule applicable to cities with 
populations under 5,000, located outside of the 
seven county, Twin Cities metropolitan area. All 
other cities (those in the metropolitan area and those 
with populations greater than 5,000) are limited to 
an 8-year property tax exemption. 

Effective upon approval by the governing body of 
Fergus Falls. 

Taylors Falls; border city development zone. 
Allows the City of Taylors Falls to designate all or 
any part of the city as a border city development 
zone. The bill allocates $100,000 to the city to 

Art. 9, sec. 33 (TAX2). City of Fergus Falls: 
Economic Development Property. Similar (has 
identical effect to the House language). Applies the 
provision that allows a property tax exemption for 
property held by a political subdivision for later 
resale for economic development purposes to the 
city of Fergus Falls as ifthe city had a population of 
5,000 or less. For property located in a city of 
5,000 population or less, outside of the metropolitan 
area, the holding period is up to 15 years; for other 
cities, the maximum holding period is eight years. 

No provision 
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provide state tax benefits under the zone. This 
dollar limit does not apply if the commissione~ of 
revenue waives the limit under the general law 
rules. 

The general law rules for border city development 
zones apply to this zone. This law allows 
businesses locating or expanding in a designated 
zone to qualify for property tax exemptions, 
corporate franchise tax credits, and sales tax 
exemptions. Cities with these powers also can 
extend some of these benefits to businesses located 
within their cities, but outside a development zone. 
To receive these tax reductions, a business must 
apply to the city in which it is located. Under 
present law, the cities of Breckenridge, Dilworth, 
East Grand Forks, Luverne, Moorhead, and 
Ortonville have border city development zone 
powers. 

Effective upon approval by a majority of the voters 
of the city of Taylor Falls voting on the question at 
a general election. 

No provision 

House Public Finance bill contains same 
prov1s10n. 

No provision 

No provision 

No provision 

Art. 9, sec. 26 (TAX2). Anoka County Regional 
Railroad Authority Powers. Authorizes the 
Anoka County Regional Railroad Authority to 
exercise the powers and duties of an economic 
development authority for transit oriented 
development. This authorization does not extend to 
the taxation powers, and does not change or impair 
the powers or duties of any other municipality or 
housing and redevelopment authority or economic 
authority in the area of its jurisdiction. If any 
economic development project is constructed in 
Anoka County under this authorization, the project 
must be approved by the governing body of the city 
or town in which the project is located. 

Art. 9, sec. 27 (TAX2). Bemidji. Authorizes the 
city of Bemidji to extend the duration of the tax 
abatement for development within the fairgrounds 
district for an additional four years. 

Art. 9, sec. 28 (T AX2). City of Brooklyn Center 
Tax Increment Financing. Provide that for a 
specific tax increment financing district created in 
1994 in Brooklyn Center, the five-year rule which 
requires certain activities to be commenced within 
the district within a five-year period would be 
extended to 13 years. 

Art. 9, sec. 29 (TAX2). City of Brooklyn Park 
Tax Increment Financing. Extends the duration of 
the Brooklyn Park economic development district to 
December 31, 2020. 

Art. 9, sec. 30 (TAX2). City of Detroit Lakes 
Redevelopment Tax Increment Financing 
District. Authorizes the city of Detroit Lakes, or 
the Detroit Lakes Development Authority, to create 
one or more redevelopment districts within a 

Article 9: Economic Development 

Page 113 



Comparison ofHouse File 785 (3rd engrossment)/House File 785 (Senate unofficial engrossment) May 17, 2005 

No provision 

HOUSE SENATE 

geographic area that is described in the bill. The 
district is deemed to be a redevelopment district, 
and all buildings that must be removed in order to 

. facilitate the Highway 10 realignment project· are 
deemed to be structurally substandard for purposes 
of the tax increment financing law. The limitation 
in current law that a parcel is deemed to be 
occupied by a structurally substandard building if it 
had been occupied by the building within three 
years of the filing of the request for certification of 
the parcel as part of the district is made inapplicable 
to this district. The authority to approve tax 
increment financing plans to establish any of these 
districts expires on December 31, 2014. 

Art. 9, sec. 31 (TAX2). Elgin, Eyota, Byron, and 
Oronoco. Allows the cities to be considered 
"small cities," for purposes of the tax increment 
financing law, notwithstanding the existing 
statutory restriction that a small city must be located 
at least ten miles away from a Minnesota city with a 
population of 10,000 or more. The tax increment 
financing law provides that tax increment from an 
economic development district in a small city may 
be used to provide assistance for up to 15,000 
square feet of any separately owned commercial 
facility within the small city. Cities other than 
small cities are restricted in the uses of tax 
increments from economic development districts. 
Those revenues may not be used to provide 
improvements or other assistance to developments 
consisting of buildings and facilities if more than 15 
percent of the buildings and facilities are used for 
purposes other than manufacturing, warehousing, 
research and development related to the 
manufacturing or warehousing, telemarketing, 
tourism facilities, qualified border retail facilities or 
space necessary for those activities. 

House Public Finance bill allows city, county, and Art. 9, sec. 32 (TAX2). City of Fairmont: Tax 
school district to grant abatement to replace the lost Increment Financing District. Authorizes the city 
increment. of Fairmont to elect to reduce the original tax 

capacity of a previously tax-exempt parcel in a tax 
increment district in the city to the value of the land 
alone. 

No provision Art. 9, sec. 34 (TAX2). Ramsey. Authorizes the 
city of Ramsey to create a housing tax increment 
district for the development of housing geared to 
low- and moderate-income persons, disabled 
persons, and people over the age of 55. 

House public finance bill is the same. Art. 9, sec. 35 (TAX2). Richfield Tax Increment 
Financing District. Authorizes the city of 
Richfield or its Housing and Redevelopment 
Authority to create a tax increment financing 
district in a specifically defined area west of 
Highway 77. The district will be a redevelopment 
district and generally defined expenditures of tax 
increments in the district will be deemed to be 
incurred for correcting conditions that allow the 
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No provision 

House public finance bill is the same. 

House public imance bill is similar. It provides 
the inconsequential increment received in 2001 does 
not count in computing the duration limit (at the 
election of the city). This will allow the district to 
receive the full duration limit, starting with receipt 
of the next increment. (No increments have been 
received since 2001.) 

designation of redevelopment districts. 
Additionally, this district would be exempt from the 
"five year rule" under which activities must be 
undertaken within the district within a five year 
period in order to be acceptable under the 
antipooling provision of the law. 

Art. 9, sec. 36 (TAX2). St. Michael. Authorizes 
the city of St. Michael to establish a redevelopment 
tax increment financing district within a described 
area, including the downtown and town center 
areas, as well as all parcels adjacent to Highway 
241 within the city. The bill provides that this 
district will be considered a redevelopment district, 
notwithstanding the requirements that would 
ordinarily apply to the area to be designated as a 
redevelopment district. The bill provides that tax 
increments from this district may be used for land 
acquisition, removal of buildings in the highway 
right-of-way acquisition area, and other costs 
incurred by the city of St. Michael in the expansion 
and improvement of Highway 241 within the city. 
Thus, the expenditures would not be subject to the 
usual restrictions in the tax increment financing law 
that provide that the revenues must be used for the 
general purposes of the authority, as well as the 
requirement that within a redevelopment district, 90 
percent of the revenues must be used to finance the 
cost of correcting conditions that allow designation 
of the area as a redevelopment district. The 
limitation on the amount of acreage that may be 
acquired and held by a redevelopment agency at any 
one time is made inapplicable to this project. 

Art. 9, sec. 37 (TAX2). St. Paul TIF Sub 
Districts. Authorizes the Housing and 
Redevelopment Authority of the city of St. Paul to 
divide four of its tax increment financing districts 
into a specified number of subdistricts. 

Each subdistrict would then be treated as a separate 
tax increment financing district. 

Art. 9, sec. 38 (TAX2). Wabasha TIF. 
Authorizes the governing body of the city of 
Wabasha to extend the duration of a redevelopment 
tax increment financing district by up to an 
additional five years. The requirement that certain 
activities must be undertaken in a tax increment 
financing within a five-year period from the date of 
certification will be considered to be met if the 
activities are undertaken within ten years from the 
date of certification. The bill authorizes the city of 
Wabasha to spend the proceeds of tax increment 
bonds issued before January 1, 2000, to pay the cost 
of acquiring and constructing a National Eagle 
Center in the city. The city may also use tax 
increments to pay the debt service on the bonds or 
any bonds issued to refund them, although the 
pooling restrictions would apply to these 
increments. The duration extension will require the 
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No provision 

No provision 

No provision 

Revisor's instruction. Requires the revisor to 
renumber§ 469.310, subdivision 11 (which defines 
"qualified business,") as § 469.3135 and to insert a 
reference to§ 469.3135 in§ 469.310, as the 
definition of "qualified business." 

Repealer. Repeals 

~ Minn. Stat. § 272.02, subd. 65: the 
definition of Bioscience zone property in 
the property tax code. Effective 
beginning for taxes payable in 2006. 

~ Minn. Stat.§ 477A.08: local 
government JOBZ aid. Effective 
beginning for aid payable in 2005. 

approval of the city, the county board, and school 
board. 

Art. 9, sec. 39 (TAX2). Winona. Extends the 
duration of the Winona Riverfront tax increment 
district to December 31, 2020. Any increment 
received after December 31, 2005, must be used 
solely to pay capital and administrative costs related 
to the Pelzer Street project. 

Art. 24, sec. 9 (TAX3). Rosemount TIF. 
Authorizes the city of Rosemount or a development 
authority of the city to spend increment from its 
Downtown Brockway Tax Increment Financing 
District to acquire parcels of property acquired by 
the Dept. of Transportation or Dakota County in 
conjunction with the realigned of Trunk Highway 3 
without regard to the limits on the amount of 
increment that may be spent outside the district on 
the purposes for which increments may be spent. 

Art. 9, sec. 40 (TAX2). JOBZ Expenditure 
Limits and Audits. Requires the Commissioners 
of Revenue and Employment and Economic 
Development to estimate the total amount of tax 
expenditures projected to have been obligated for 
all JOBZ projects that have been approved before 
June 1, 2005. The estimate must be completed by 
September 1, 2005. This section further provides 
that if the Revenue Commissioner determines that 
the estimated amount of tax expenditures for fiscal 
years 2005-2007 exceeds $13,780,000, the 
Commissioner of Revenue must inform the chairs 
of the House and Senate Tax Committees. The 
section also directs the Tax Increment Financing, 
Investment and Finance Division of the Office of 
the State Auditor must annually audit the creation 
and operation of all JOBZ zones and business 
subsidy agreements. 

No provision 

Art. 9, sec. 41 (TAX2). Repealer. Different. 
Senate repeals the exemption from section 273.1399 
for the Brooklyn Park economic development tax 
increment financing district. That section of statute 
was itselfrepealed in 2001. 

1 Equitable actions. Authorizes the commissioner of No comparable provision 
revenue to seek injunctions of actions by tax shelter 
promoters, tax preparers, or taxpayers that violate a 
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list of penalties related to tax shelters. 

Special rules for tax shelters. 

Subd. 1. Scope. Limits application of the 
section to tax shelters that: 

~ Are organized in Minnesota; 

~ Do business in Minnesota; 

~ Derive income from sources in 
Minnesota; or 

~ Have one or more investors who 
are Minnesota taxpayers. 

Subd. 2. Definitions. Defines terms by 
reference to the definitions under the Internal 
Revenue Code and regulations governing tax 
shelters. Explicitly provides that "tax shelter" 
includes a reportable transaction defined 
under subdivision 5. 

Subd. 3. Registration. Requires a tax 
shelter organizer who is required to register 
with the Internal Revenue Service (I.RS.) to 
register with and provide the same 
information to the commissioner of revenue. 
The tax shelter organizer must register by the 
date the shelter is offered for sale. For 
existing tax shelters that are listed 
transactions by the I.RS., the organizer must 
register with the commissioner within the 
latest of (1) 60 days after entering into the 
transaction, (2) 60 days after becoming a 
listed transaction, or (3) December 31, 2005. 

Subd. 4. Registration number. Requires 
promoters and organizers with federal tax 
shelter registration numbers to file the 
number with the commissioner of revenue 
and to furnish the number to each investor. 
Taxpayers must include the shelter number of 
the tax return. 

Subd. 5. Reportable transaction. 
Requires taxpayers to file copies of their 
federal disclosure statements for reportable 
transactions (generally done using I.R.S. 
Form 8886) with the commissioner of 
revenue. Corporations that are part of a 
unitary group must make the disclosure, if 
any member of the unitary group is required 
to do so under federal law. Disclosure 
applies to pre-existing transactions entered 
into after December 31, 2001. For 
transactions in which the taxpayer 
participated for tax year 2005 or earlier, 
disclosure must be made by the due date of 
the first return that is required after 

Section 1. Registration of tax shelters. Is similar 
(see below for a full summary), but with some 
significant differences. The Senate extends these 
rules to Minnesota tax shelters that "substantially 
reduce[] a tax imposed under chapter 290" while the 
House limits the rules to tax shelters under federal 
law. The reporting requirements differ as to the 
timing and items that are required to be reported. 

Requires registration of tax shelters. A Minnesota 
tax shelter is defined as a transaction that is not a 
reportable transaction and that substantially reduces 
a tax imposed under Minnesota Income and · 
Franchise Tax laws and has one or more of the 
following characteristics: 

~ it is offered to taxpayer under conditions 
of confidentiality and the taxpayer has 
paid a fee for it; 

~ the terms of the transaction offer the 
taxpayer or related party, the right to a 
refund of fees if not all of the intended 
tax consequences of the transaction are 
realized, or the fees are contingent upon 
the taxpayer realizing tax benefits; 

~ it results in a corporation or a 
partnership with only corporate partners 
claiming a reduction in net income in 
excess of $10,000,000 in any 
combination of tax years; 

~ it is a transaction or a series of related 
transactions that result in an individual 
partnership with one or more corporate 
partners as a corporation or a trust 
claiming a reduction in that income in 
excess of $4,000,000 in any combination 
of taxable years; or 

~ it is the transaction identified as a 
Minnesota tax shelter in a rule 
promulgated by the Commissioner of 
Revenue. 

When material advisors sell Minnesota tax shelters 
or reportable transactions, the material advisor must 
file a copy of the federal tax shelter registration 
information with the Commissioner of Revenue. 
Material advisors are also required to report to the 
Commissioner regarding federal and Minnesota tax 
shelters that were offered for sale between February 
28, 2000, and January 1, 2006, as well as 
transactions entered into after April 14, 2006, that 
become listed as reportable transactions or 
Minnesota tax shelters. Organizers or sellers of 
Minnesota tax shelters and reportable transactions 
are required to maintain lists of participants that are 
subject to Minnesota income or corporate franchise 
taxes and must provide information regarding 
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enactment. For new transactions (made in tax taxpayers when requested by the Commissioner of 
year 2006 or later), disclosure must be made Revenue. Taxpayers who have participated in tax 
at the same tim~ asit ~s required for federal shelters are required to file disclosure statements 
purposes. Disclosure is not requiryd, if the with the Commissioner. 
taxpayer files a11 amended return 

1

that reversed 
the tax treatment. 

Subd. 6. Abusive shelters, investor lists. 
Requires organizers and sellers of potentially 
abusive tax shelters (as defined under federal 
law) to file with the commissioner the same 
investor lists that are required under federal 
law. This applies to pre-existing listed 
transactions, if they were entered into after 
December 31, 2001. The lists must be filed 
by the later of 60 days after the transaction 
was listed by the I.RS., 60 days after the 
transaction was entered, or December 31, 
2005, whichever is the latest. 

Extension of statute of limitations. Extends the 
statute of limitations from 3Yi years to 6 years for 
tax attributable to reportable transactions. 

Substantial understatement of liability penalty. 
Redefines the threshold tax amount that triggers a 
substantial understatement of liability penalty for 
corporations engaged in a reportable transaction. 
The test under present law is that liability must be 
understated by the greater of (1) 10 percent or (2) 
$10,000. If the commissioner contacts the taxpayer 
regarding a potentially abusive tax shelter, under 
this section the penalty threshold becomes the lesser 
of (1) 10 percent or (2) $5 million. Thus, this will 
trigger a penalty, if the tax shelter reduced a 
corporation's tax by less than 10 percent, but by 
more than $5 million. 

The penalty does not apply if the taxpayer had a 
"reasonable belief that the tax treatment was more 
likely than not the proper treatment." Present law 
has a broader standard (that will continue to apply 
in other circumstances): there is "substantial 
authority for the treatment." The penalty will not 
apply, if the relevant facts are adequately disclosed 
on the tax return. 

Section 2 provides an assessment date for taxes 
related to a reportable transaction or Minnesota tax 
shelter that is not reported in the voluntary 
compliance initiative of eight and one half years 
after the return is filed. 

No provision 

5 Frivolous return penalty. Increases the minimum No provision 
frivolous return penalty to $5,000 (compared with 
$1,000 under present law) ifthe commissioner of 
revenue has contacted the taxpayer regarding the 
use of a potentially abusive tax shelter. 

6 Penalty for promoting abusive tax shelters. No provision 
Increases the penalty for promoting abusive tax 
shelters from 20 percent of the gross income 
derived from the activity to 50 percent. 
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7 Penalty for aiding and abetting understating of No provision 
tax liability. Imposes a new penalty on persons 

8 

who are involved in preparing tax shelter returns, 
affidavits, documents, and so forth and knows or 
has reason to know that it will result in an 
understatement of Minnesota tax liability for 
another person. The general penalty is $1, 000 per 
document for individual taxpayers and $10,000 for 
corporations. The penalty applies to only one 
document per tax year or taxable event. The 
penalty does not apply to typists, printers, and 
others providing essentially mechanical assistance 
in preparing tax shelter documents. This penalty is 
substitute for, not an addition to, the penalty for 
promoting abusive tax shelters under section 7. 

Penalties for failure to register a tax shelter. 
Imposes a number of new penalties in connection 
with tax shelters. These penalties apply to 
organizers and promoters, as well as "material 
advisors" (e.g., tax lawyers who write opinions used 
to sell the shelters). These terms are defined by 
reference to federal law. 

~ Failure to register shelter. A $15,000 
penalty applies for failing to register a 
tax shelter. This increases to $100,000 
or 50 percent of the gross income 
derived from the activity (whichever is 
more), if the tax shelter is a "listed 
transaction" - i.e., the I.RS. has listed it 
under Treasury Regulation§ 1.6011-4. 
The percentage is 7 5 percent for 
intentional refusals. 

Section 3. Is similar. It imposes penalties on: 

~ persons who fail to register tax shelters: 
$15,000 penalty; 

~ persons who fail to report to the 
Commissioner of Revenue a Minnesota 
tax shelter or reportable transaction: 
$10,000 initial penalty; additional 
$10,000 per day for prolonged failure to 
file; 

~ persons who fail to make required 
reports: greater of $100,000 or 50 
percent of income from the activity; 

~ persons who intentionally disregard the 
requirement to maintain and provide 
information or provide lists: greater of 
$100,000 or 75 percent of income from 
the activity; and 

~ persons who fail to provide required 
lists: $15,000 penalty. 

~ Failure to provide tax shelter No comparable penalty 
numbers to investors. A $100 penalty 
is imposed for failure to furnish 
investors with the tax shelter 
registration number. 

~ Failure to include tax shelter number No comparable penalty 
on return. Failure to include the tax 
shelter registration number on the tax 
return is subject to a $250 penalty. 

~ Failure to provide list of investors to 
commissioner. A penalty of $10,000 
per day applies to organizers and 
material advisors who provide investor 
lists to the commissioner 20 days after 
receiving a request from the 
commissioner. This increases to 
$100,000 or 50 percent of the gross 
income derived from the activity for 
listed transactions. 
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These penalties are in addition to any other 
penalties that may apply. 

9 Failure to report reportable transactions. No comparable provision 
Imposes a new penalty for failing to include the 
required disclosure statement with a tax return for 
"reportable transactions" (defined above in section 
2). The penalty is $15,000 or $30,000 for listed 
transactions. It only applies to: 

~ High net worth individuals ($2 million 
or more in assets) 

~ Large entities (corporations, 
partnerships, and so forth with annual 
gross receipts of $10 million or more) 

These penalties are in addition to any other 
penalties that may apply. 

10 Reportable transaction understatement. Imposes No comparable penalty 
a 20 percent penalty on reportable transaction 
understatements. This applies to increases in 
taxable income that result from disallowance of 
listed transaction or a reportable transaction. 

These penalties are in addition to any other 
penalties that may apply. 

11 Addition to tax. Adds to tax liability an amount 
equal to 100 percent of the interest normally 
payable, if the taxpayer is: 

~ Contacted by the commissioner 
regarding the use of a potentially abusive 
tax shelter; and 

~ There is deficiency. 

Potentially abusive shelter means a shelter that is 
required to be registered under federal law. 

These penalties are in addition to any other 
penalties that may apply. 

No comparable penalty 

12 Abatement authority. Limits the authority of the No comparable provision 
commissioner to abate the tax shelter penalties 
under sections 6 to 11 to situations where all of the 
following conditions are met: 

~ The violation is not for a listed 
transaction. 

~ The person has a history of complying 
with the income and corporate franchise 
tax. 

~ The violation is due to an unintentional 
mistake of fact. 

~ Imposing the penalty would be against 
equity and good conscience. 
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~ Abating the penalty would promote 
compliance with the individual income 
and corporate franchise tax. 

13 Interest computation. Increases the interest rate 
by 50 percent for taxpayers with understatements 
due to reportable transactions who have not been 
contacted by either the I.R.S. or the commissioner 
of revenue. (Section 11 doubles the interest rate for 
taxpayers who are contacted by the I.R.S. or the 
commissioner regarding use of a potentially abusive 
shelter.) 

14 

Effective beginning for tax year 2006. 

Voluntary Compliance Initiative ("VCI"). 

Subd. 1. Establishment. Directs the 
commissioner of revenue to establish a 
voluntary compliance initiative (a type of 
amnesty) for taxpayers who have engaged in 
listed or reportable transactions. 

Section 4 authorizes the Commissioner of Revenue 
to develop a Minnesota tax shelter voluntary 
compliance initiative for taxpayers who would be 
subject to the penalties set forth in Section 3. 

Subd. 2. Time period, scope. Provides Time period: Same 
for conduct of the VCI from 7/1/2005 through . 
12/31/2005 for taxpayers who have engaged Scope: _applies to tax shelters and reportable 
in (as defined under federal law) abusive tax transact10ns. 
shelter defined as: 

~ Listed transactions 

~ Potentially abusive tax shelters 

~ Reportable transactions 

Subd. 3. Eligibility. Disqualifies the 
following persons from participating in the 
VCI (all others are eligible): 

~ Taxpayer was convicted of a crime 
related to an abusive tax shelter 

~ A criminal complaint was filed 
against the taxpayer related to an 
abusive tax shelter 

~ The taxpayer is the subject of a 
criminal investigation related to an 
abusive tax shelter 

~ The taxpayer was eligible to 
participate in the I.R.S.'s Offshore 
Voluntary Compliance Initiative 

Subd. 4. Election; commissioner's 
authority. Authorizes taxpayers to 
participate in the VCI under either of two 
options (1) without right of appeal or (2) with 
right of appeal. Either option may be elected 
for each taxable year. The commissioner 
prescribes the forms and instructions for 
participating. 

Same 

Same except that the House allows a taxpayer to 
chose to participate in the VCI for any tax year or 
transaction and to choose to participate for one year 
without right of appeal and another with right of 
appeal. The Senate program requires a taxpayer to 
participate for all the years in which it entered an 
abusive tax avoidance transaction on the same basis. 
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Subd. 5 .. Option without right of appeal. 
Provides participants under this option forgo 
the right to seek a refund, an administrative 
appeal, or court action. To participate a 
taxpayer must: 

~ File an amended return, reversing 
the abusive tax shelter transaction, 
and 

~ Pay all taxes and interest due (or 
enter an installment payment 
agreement) 

In return, all penalties are abated and no 
criminal action may be brought against the 
taxpayer for each year the taxpayer 
participates in the VCI without right of 
appeal. 

Subd. 6. Option with right of appeal. 
Allows participants in the VCI to retain the 
right to seek a refund, file an administrative 
appeal, or bring a court action contesting the 
tax liability. To participate a taxpayer must: 

~ File an amended return, reversing 
the abusive tax shelter transaction, 
and 

~ Pay all taxes and interest due (or 
enter an installment payment 
agreement) 

In return, all penalties are abated, except the 
· substantial understatement penalty, but 
without the enhancement of the penalty 
under section 4. Also, no criminal aCtion 
may be brought against the taxpayer for each 
year the taxpayer participates. 

Same except that for taxpayers participating with 
right of appeal, the House imposes the 20% 
substantial understatement penalty, if the state 
prevails. The Senate imposes a 10% penalty. 

The taxpayer may file an appeal, claim for No provision 
refund, or court action whenever the first of 
the following occurs: 

~ Commissioner takes action on the 
refund claim or 

~ The later of: 

o 180 days after the I.R.S. makes 
a final determination; or 

o 4 years pass after filing the 
claim for refund. 

The substantial understatement penalty may 
be applied when the commissioner denies the 
claim for refund or the I.R.S. makes a final 
determination. The penalty applies to the 
difference between the amount on the original 
return (i.e., reflecting the tax shelter · 
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treatment) and the qualified amended return 
(i.e., when the tax shelter treatment was 
reversed and tax paid). The difference cannot 
be less than the claim for refund. The 
taxpayer must pay the penalty in order to file 
an administrative appeal with the 
comm1ss1oner. 

Subd. 7. Commissioner orders and 
penalties. Authorizes the commissioner to 
issue orders (within the statute oflimitations) 
or seek initiation of criminal actions based on 
underreporting of tax on the amended return. 

Subd. 8. Exception to penalty relief. 
Provides that the abatement of penalties does 
not apply, if the commissioner determines 
that the correct amount of tax was not paid 
for a taxable year when the taxpayer 
participated in the VCI program. 

Appropriation. Appropriates a blank amount of 
money to the commissioner to administer VCI and 
the tax shelter registration and compliance 
provisions of the article. 

No provision 

American flag patch or pin. Provides that public 
employers may not forbid peace officers or 
firefighters from wearing a patch or pin depicting 
the flag of the United States on the employee's 
uniform, according to customary and standard flag 
etiquette. 

Requires the commissioner of finance or revenue to 
suspend disbursement of any state appropriation or 
aid, not to exceed $10,000, to a public employer 
who does not comply with this section until the 
commissioner determines the employer is in 
compliance. 

Taxpayer rights advocate as case reviewer. 
Authorizes the taxpayer rights advocate to act as 
case reviewer in the collection of non-tax debt and 
to issue debtor assistance orders if the manner in 
which state non-tax debt collection is being 
administered would create an unjust and inequitable 
result for the debtor. The taxpayer rights advocate 
has this authority under present law for tax debts. 

Effective the day following final enactment. 

Section 5 contains an equivalent provision with 
regard to assessment on underreported tax on VCI 
amended returns. 

Senate does not appropriate money for 
administration either. 

Section 5 [in addition to the provisions described 
above] also imposes penalties on those eligible to 
participate in the VCI and who choose not to. The 
penalties are equal to 200 percent of the 
underreported tax that is attributable to the abusive 
tax shelter transaction. 

No comparable provision 

Art. 18, sec. 2 (TAX2). Taxpayer Rights 
Advocate Assumes Duties of Case Reviewer. 
Same 
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Delegation of commissioner's authority. Provides 
that delegations of authority granted by the 
commissioner ofrevenue remain im effect until 
revoked by that commissioner or a successor 
comm1ss1oner. 

1' 

Effective the day following final enactment. 

No comparable provision 

No comparable provision 

Art. 18, sec. 1 (TAX2). Delegations of Authority. 
Different. Senate amends a different section of 
statute to provide that the delegations of authority 
granted by any commissioner remain in effect until 
revoked by that commissioner or a successor 
commissioner, or until termination of the 
employee's employment. Authorizes single 
delegation order to cover up to 10 employees. 
Specifies process for continuation of delegation by 
successor commissioner . Effective the day 
following final enactment. 

Art. 24, sec. 1 (T AX3). Distribution. Modifies a 
provision in the taxpayer bill of rights by clarifying 
that failure to receive the statement does not modify 
any statutory time limits applicable to the 
determination or collection action, including the 
time limit for filing a claim for refund. 

Art. 24, sec. 2 (TAX3). Fees. Directs the 
Department of Revenue to include fees in its tax 
incidence study. 

4 Scope. Deletes language excluding certain tax Art. 12, sec. 1 (T AX2). Tax Preparers. Same 
preparers from provisions regulating tax preparation 
services. Section 12 provides similar exclusions. 

5 Itemized bill requirement. Removes the Art. 12, sec. 2 (TAX2). Tax Preparers Itemized 
requirement that tax preparers separately itemize the Bills. Same 
cost of electronic filing on bills provided to clients. 

6 N ongame wildlife checkoff notification. Requires No comparable provision 
tax preparers to notify individual and corporate 
clients of the nongame wildlife checkoff on the 
income tax and property tax refund forms. Requires 
preparers to provide clients with information on.the 
nongame wildlife account, and to include this 
information with any preliminary worksheets that 
they send to clients. The preliminary worksheets 
must include a line for clients to use in specifying 
contributions to the checkoff. 

Requires the notification, to substantially state: 
"You can help preserve Minnesota's nongame 
wildlife, such as bald eagles and loons, by donating 
to the nongame wildlife fund." 

The notification requirement proposed would be 
added to § 270.30, which does not apply to 
individuals who prepare returns for fewer than six 
clients per year, who prepare returns for members of 
their immediate families, or to individuals who 
prepare the tax return of their employer. The 
nongame wildlife checkoff notification requirement 
proposed would not apply to these individuals. 

The nongame wildlife checkoff allows taxpayers to 
designate an amount to be contributed to the 
nongame wildlife management account. The 
amount designated is either subtracted from the 
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taxpayer's refund or added to the tax due. 

Penalties; tax preparers. Clarifies that 
administrative penalties already authorized in 
statute are public data. 

Exchange of data; State Board of Accountancy. 
Directs the State Board of Accountancy to refer 
complaints it receives about tax preparers who are 
not subject to its jurisdiction to the commissioner of 
revenue. 

Exchange of data; Lawyers Board of 
Professional Responsibility. Authorizes the 
Lawyers Board of Professional Responsibility to 
refer complaints it receives about tax preparers who 
are not subject to its jurisdiction to the 
commissioner of revenue. 

Exchange of data; commissioner of revenue. 
Directs the commissioner to refer complaints that 
the Department of Revenue receives about tax 
preparers who are accountants to the State Board of 
Accountancy, and to refer complaints about tax 
preparers who are lawyers to the Lawyers Board of 
Professional Responsibility. 

Data privacy. Provides that data shared as 
provided in sections 8 to 10 remain private until a 
penalty is imposed either as provided in statute or 
by the Lawyers Board of Professional 
Responsibility. 

Exemptions; enforcement provisions. Exempts 
from all tax preparer regulation 'provisions except 
refund anticipation loan disclosure requirements: 

~ attorneys, 

~ accountants, 

~ enrolled agents 

~ fiduciaries, and 

~ individuals who provide tax preparation 
services to fewer than six clients per 
calendar year; a spouse, parent, 
grandparent, child, or sibling of the 
individual; or the individual's employer. 

The principal change from present law is to exempt 
attorneys, accountants, enrolled agents and 
fiduciaries from the itemized bill requirement. 

Art. 12, sec. 3 (T AX2). Tax Preparers 
administrative penalties. Same 

Art. 12, sec. 4 (T AX2). Tax Preparers Exchange 
of Data. Same · 

Art. 12, sec. 5 (TAX2). Tax Preparers Exchange 
ofData. Same 

Art. 12, sec. 6 (T AX2). Tax Preparers Exchange 
of Data. Same 

Art. 12, sec. 7 (T AX2). Tax Preparers Private 
Data. Same 

Art. 12, sec. 8 (TAX2). Tax Preparers 
Exemptions. Similar. Senate exempts fiduciaries, 
preparers who prepare fewer than 6 returns per year, 
individuals who prepare returns for close relatives, 
and individuals who prepare their employer's return 
from the refund anticipation loan disclosure 
requirements; House does not (these preparers are 
unlikely to offer RALs). 

, 13 Publication of list of tax preparers subject to Art. 12, sec. 9 (TAX2). Tax Preparers Penalty 
penalties. Publication. Similar. Senate includes preparers 

. . . . subject to administrative penalties on the list; House 
Subd. 1. Pubbcat1on of hst. Reqmres the only lists preparers subject to criminal penalties. 

commissioner of revenue to publish a list of 
tax preparers who have been subject to 
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penalties. 

Subd. 2. Required and excluded 
preparers. Requires the commissioner to 
include on the list preparers who have been 
convicted of a criminal offense under chapter 
289A. 

Provides that penalties are not considered to 
have been assessed for purposes of 
triggering inclusion on the list if: 

~ the preparer is contesting the penalty; or 

~ the appeal period has not expired. 

Excludes penalties from publication if: 

~ the commissioner is reviewing or 
adjusting the penalty; or 

~ the preparer is deceased. 

Subd. 3. Notice to tax preparer. 
Requires the commissioner to provide written 
notice by certified mail to tax preparers 30 
days prior to publishing their names on the 
list, and to include in the written notice 
information about exceptions to publication 
provided under the preceding subdivision. 

Subd. 4. Form of list. Gives the 
commissioner discretion over the medium 
and method of list publication. Requires the 
list to include the name, associated business 
name or names, address, and violation( s) for 
which a penalty was imposed for each 
preparer included on the list. 

Subd. 5. Removal from list. Requires 
the commissioner to remove preparers from 
the list if: 

~ the preparer was included in error; 

~ 90 days have elapsed since the preparer 
has paid all fines imposed and completed 
all required remedial actions; or 

~ the preparer is deceased. 

Subd. 6. Names published in error. 
Requires the commissioner to publish a 
retraction and apology to preparers whose 
names are included on the list in error and 
who request an apology. 

Subd. 7. Payment of damages. Provides 
for actions against the commissioner for civil 
damages resulting from publication of the list. 

Inclusion on the list applies only to preparers 
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convicted of crimes occurring on or after August 1, 
2005. 

14 Date of assessment; consent agreement. Clarifies Art. 18, sec. 3 (TAX2). Date of Assessment of a 
that in the case of a consent agreement in which the Consent Agreement. Same 

15 

16 

17 

taxpayer agrees to a change in tax as the result of an 
audit, the date of assessment is the notice date 
shown on the consent form signed by the taxpayer. 

Effective the day following final enactment. 

Offer in compromise deposit requirement. 
Provides that taxpayers making compromise 
proposals must submit a nonrefundable deposit of 
$250 when making the proposal. The deposit will 
be applied to the compromise amount if the 
compromise is accepted and to the taxpayer's tax 
debts if the compromise is rejected. Allows for 
waiver of the deposit requirement in cases of 
financial hardship. 

Effective for offers submitted after August 31, 
2005. 

Transcription of liens. Provides that state tax liens 
filed in a county may be transcribed to the secretary 
of state within ten years of the date of filing. Under 
current law state tax liens filed in one county may 
be transcribed to any other county. In no case does 
the transcription extend the period in which the lien 
is enforceable. 

Definition of "debt," revenue recapture 
program. Adds fines imposed for petty 
misdemeanors to the definition of debt for the 
revenue recapture program. Under present law, 
courts may submit debts for criminal fines to 
revenue recapture program, but the definition does 
not currently include fines for petty misdemeanors. 

Art. 18, sec. 4 (T AX2). Off er in Compromise 
Deposit Requirement. Same 

Art. 18, sec. 5 (T AX2). Transcription of Liens to 
the Secretary of State. Same 

Art. 12, sec. 10 (TAX2). Revenue Recapture. 
Same 

18 Political contribution refund, conforming No comparable provision 
changes. Eliminates a reference to.the political 
contribution refund, which is repealed in section 34. 

19 Cross-reference. Updates a reference to be Art. 12, sec. 11 (TAX2). Cross-reference. Same 
consistent with the changes in section 25 
(commissioner's authority to suspend a preparer' s 
ability to file returns electronically) and strikes 
outdated language. 

20 Sending orders of assessment by electronic mail. Art. 18, sec. 8 (TAX2). Sending Orders of 
Provides that an order of assessment may be sent by Assessment by Electronic Mail. Same 
electronic mail to the taxpayer's electronic mailing 

21 

address, as set forth in the Uniform Electronic 
Transactions Act. 

Effective the day following final enactment. 

Political contribution refund, conforming 
changes. Eliminates a reference to the political 

No comparable provision 
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contribution credit, which is repealed in section 34. 

Effective for political contribution refund claims 
based on contributions made on or after July 1, 
2005. 

Penalty for extended delinquency. Imposes a 
penalty on taxpayers who fail to file a tax return 
within 30 days of receiving a written demand for 
filing the return from the department. The penalty 
equals $100 or.five percent of the tax not paid prior 
to the demand for filing the return, whichever is 
greater. 

Effective for returns originally due on or after 
August 1, 2005. 

Art. 18, sec. 9 (TAX2). Penalty for Extended 
Delinquency. Same 

23 Civil fraud penalty. Clarifies that the imposition Art. 18, sec. 10 (TAX2). Civil Fraud Penalty. 
and calculation of the 50 percent civil fraud penalty Same 

24 

25 

26 

is the same for someone who fails to file a return 
with intent to evade tax as it is for someone who 
files a fraudulent return. 

Effective the day following final enactment. 

No comparable provision 

Penalty for submitting incorrect employee 
withholding exemption certificate to employer. 
Modifies the standard for imposing the $500 
penalty on an employee who gives an employer an 
incorrect withholding tax exemption certificate to 
parallel the federal penalty. The standard would 
shift from the employee having "reason to know" 
that the withholding certificate contains a materially 
incorrect statement to the employee having "no 
reasonable basis" for the information provided on 
the statement. 

Effective for certificates filed after December 31, 
2005. 

Termination or suspension of electronic filing 
authority. Authorizes the commissioner to 
terminate or suspend the authority to file returns 
electronically for preparers who are assessed civil 
penalties under chapter 289A. Present law allows 
the commissioner to terminate electronic filing 
authority of preparers who are assessed 
administrative penalties under chapter 270. 

Political contribution refund, conforming 
changes. Eliminates a reference to the political 
contribution credit, which is repealed in section 34. 

Effective for political contribution refund claims 

Art. 13, sec. 5 (T AX2). Fraudulent Claims for 
Refund. Provides a 50 percent penalty for the 
portion of any refund claim that is found to be 
fraudulent. Strikes language that disallowed the 
amount of a fraudulent property tax refund claim 
without imposing any additional penalty. 

Art. 18, sec. 11 (TAX2). Penalty for Submitting 
Incorrect Employee Withholding Exemption 
Certificate to Employer. Same 

Art. 12, sec. 12 (T AX2). Tax Preparers 
Suspension. Same 

No comparable provision 

Article 11 : Miscellaneous 

Page 128 



Comparison of House File 785 (3rd engrossment)/House File 785 (Senate unofficial engrossment) May 17, 2005 

27 

28 

29 

30 

31 

HOUSE SENATE 

based on contributions made on or after July 1, 
2005. 

Personal liability standard for withholding tax. 
Makes the personal liability standard in the 
withholding tax statute consistent with the general 
standard of personal liability for trust taxes, by 
clarifying the definition of employer to mean 
someone with either actual or legal control over the 
payment of wages. 

Effective the day following final enactment. 

No comparable provision 

Unfair cigarette sales act. Strikes language 
authorizing revocation of a cigarette distributor's 
license by the commissioner of commerce since 
licensure is under the authority of the commissioner 
of revenue. 

Effective the day following final enactment. 

Referendum required for tax exemption for 
gambling. Requires cities and counties to hold a 
referendum on the question before providing 
exemptions or abatements from taxes or fees or 
providing other public subsidies to businesses 
engaged in casino style gambling. Public subsidies 
exclude (1) construction of public infrastructure 
unless its predominant use is to serve the business 
that is conducting gambling and (2) maintaining and 
reconstructing (without expansion) existing 
infrastructure. 

Fee and tax; definitions. Defines "tax" to mean 
any fee, charge or assessment imposed by a 
governmental entity~ Excludes amounts that an 
individual chooses to pay in return for goods or 
services, but specifies that goods or services do not 
include access to private market transactions with a 
nongovernmental party, or trade, professional, or 
business licenses. 

Provides that any fee or charge that meets the 
definition provided of a tax must be treated as a tax 
for all purposes, without regard to whether or not 
the statute or law names it as a tax. 

No comparable provision 

Tax reform commission. 

Art. 18, sec. 12 {T AX2). Personal Liability 
Standard for Withholding Tax. Same 

Art. 12, sec. 24 {T AX2). Misrepresentation of 
Employee Status. Prohibits employers from 
misrepresenting the nature of its employment 
relationship with its employees, and from coercing 
employees to aid in a misrepresentation of their 
employment status. 

Art. 18, sec. 16 {TAX2). Unfair Cigarette Sales 
Act. Same 

No comparable provision 

Art. 24, sec. 7 {TAX3). Fee and Tax. Similar. 
Senate provides that "tax" does not include a fine or 
penalty, and that this section is not intended to 
extend or limit the application of Article 4, section 
18, of the Constitution of Minnesota. 

Art. 24, sec. 8 {T AX3). Petro fund. Extends the 
current law exemption from the Petrofund fee to a 
Minnesota-based commercial airline until July 1, 
2007. 

No comparable provision 
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Subd. 1. Commission established. 
Establishes a tax reform action commission to 
make recommendations to the legislature. 

Subd. 2. Membership. Provides for 15 
members on the commission: three· appointed 
by the governor, four by the Senate majority 
leader and two by the minority leader, four by 
the Speaker of the House and two by the 
minority leader, and provides for the 
governor to designate the chair. 

Subd. 3. Duties and report. Directs the 
commission to study and evaluate 
Minnesota's state and local tax system with 
the goal of making long-term improvements. 
Specifically directs the commission to 
examme: 

~ the mix of state revenue between 
taxes and fees; 

~ the implications of expected 
demographic and economic changes 
on the revenue system; 

~ the extent to which the existing 
system and the commission's 
proposal satisfy the basic tax policy 
principles of equity, neutrality, 
revenue adequacy, competitiveness, 
simplicity, ease of compliance and 
administration, and visibility or 
accountability. 

Requires the commission to report to the 
legislature, and prepare a draft bill for 
implementing its recommendations, on the 
following schedule: 

~ July 1, 2007: corporate and other 
business taxation 

~ July 1, 200.8: general sales tax, motor 
vehicle sales tax, and special excise 
taxes 

~ July 1, 2009: individual income tax 

~ July 1, 2010, estate tax, insurance 
premiums tax, MinnesotaCare tax, 
and all other taxes 

Subd. 4. Per diem and expenses. Allows 
commissioner members to receive a per diem 
of $55 when engaged in commission work 
and to be compensated for expenses. 

Subd. 5. Staff. Authorizes the 
commission to employ staff or to use existing 
legislative and executive branch staff. 
Requires legislative staff and Department of 
Revenue staff to provide services to the 
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commission on request. 

Subd. 6. Expiration. Terminates the 
commission 30 days after the transmission of 
its final report. 

Transfer. Transfers $3,408,000 from the tax relief 
account, and any other amount available in the 
account, to the general fund. This represents the 
fiscal year 2005 general fund balance remaining 
after the school aid payment percentage was 
increased to 84.3 %. 

Appropriation; taxpayer assistance services. 
Provides a $250,000 appropriation in fiscal years 
2006-2007 ($125,000 per year) from the general 
fund to one or more nonprofit organizations for the 
coordination and provision of taxpayer assistance 
services. Defines "taxpayer assistance services" to 
mean accounting and tax preparation services 
provided by volunteers .to help low-income and 
disadvantaged taxpayers prepare and file federal 
and state income tax returns, and claims for the 
property tax refund. Authorizes taxpayer assistance 
services to represent their clients before the 
Department of Revenue and the Internal Revenue 
Service. Specifies that the appropriation does not 
become part of the agency's base funding. 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

No comparable provision 

Art. 24, sec. 10 (T AX3). Taxpayer assistance 
services. Similar except Senate makes $200,000 
per year the base appropriation for this item in fiscal 
years 2008 and following years. 

Art. 24, sec. 11 (TAX3). Duluth. Provides a 
onetime appropriation of $320,000 to the state 
Department of Employment and Economic 
Development for grants to the city of Duluth for 
enterprises related to environmental cleanup of 
Lake Superior and long-term community health 
care. 

Art. 24, sec. 12 (T AX3). Tax Relief 
Appropriation. Appropriates money to the 
Commissioner of Finance for deposit into the Clean 
Water Legacy account in the environmental fund. 

Art. 24, sec. 13 (T AX3). Aid Payment Shifts. 
Appropriates $25,000,000 in fiscal year 2008 to the 
Commissioner of Finance to buy back aid payment 
shifts under Minnesota Statutes, section 16A.152. 

Art. 24, secs. 14-15 (TAX3). Deferred 
· Maintenance Aid. For fiscal years 2006 and 2007, 

deferred maintenance aid equal to $13 .25 per pupil 
unit is provided. 

Art. 24, sec. 16 (TAX3). Appropriation. 
Appropriates $2,000,000 on a onetime basis to the 
Higher Education Services Office for deposit into 
the Rochester Higher Education Development 
Account. 

34 Repealer. Paragraph (a) repeals: No comparable provisions 

~ Minn. Stat.§ lOA.322, subd. 4: Refund 
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receipts for the political contribution 
refund 

Paragraph (b) repeals: 

~ Minn. Stat. § 16A.1522, subd. 4: 
Transfer of unrestricted general fund 
balances to the tax relief account to be 
used for tax rebates 

Paragraph (c) repeals: . 

~ Minn. Stat.§ 290.06, subd. 23: The 
political contribution refund program 

Paragraph (a) is effective July 1, 2005. Paragraph 
(b) is effective July 2, 2005. Paragraph (c) is 
effective forpolitical contribution refund claims 
based on contributions made after June 30, 2005. 

1 City of St. Paul data. Provides special data 
practices rules for the nonprofit organization created 
by the city of St. Paul to own and operate the 
RiverCentre. It classifies data used to prepare 
responses to RFPs or bids for events as nonpublic or 
private data under the data practices act until the 
time provided for release of similar convention 
center data under the act. 

2 Same 

3 Same 

Sec. 1. Guaranteed Investment Contracts. 
Authorizes local governments to make investments 
of public funds in guaranteed investment contracts 
that are issued or guaranteed by the domestic 
affiliates of any of the entities with which 
guaranteed investment contracts are currently 
authorized as investments for local governments. 

Sec. 2. Special Levies. Provides that levies. for the 
purposes of storm sewer improvement districts 
established by a municipality are treated as special 
levies which would be exempt from levy . 
limitations. Levy limits are currently not in effect, 
but the intention of this provision is that if they 
were to be reimposed, the list of special levies 
would continue in effect. 

4 Taconite environmental fund. Requires Iron Art. 11, sec. 16 {T AX2). Fund. Same 
Range Resources and Rehabilitation Board approval 

5 

6 

for economic development projects funded with the 
environmental protection fund. 

Prevention of cruelty to animals. Increases the 
county spending limit for appropriations to societies 
for the prevention of cruelty to animals from 50 
cents per capita to $1 per capita. 

Similar, but does not extend to training and 
application development services. 

Art. 8, sec. 57 (TAX 2) same 

Sec. 3. Capital Notes. Increases the maximum 
term of capital notes issued by a county from five to 
ten years. The requirement that the term not extend 
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Same 

No provision 

Similar, but does not extend to training and 
application development services. 

Similar, but does not extend to training and 
application development services. 

Same 

Special service district notification. Requires 
cities to provide copies of special service district 
ordinances to the Office of State Auditor by the end 
of the calendar year in which the ordinance is 
adopted. Cities with existing special service district 
are required to file copies of their ordinances by 
December 31, 2005 

Same 

beyond the expected useful life of the item that is 
purchased with the proceeds of the notes remains in 
effect. This section also clarifies the provision 
which allowed the use of county notes for purchases 
of computer software that was enacted in 2003. 
This description of eligible purchases extends to 
software, whether bundled with machinery or 
equipment, or unbundled, together with application 
developments, services, and training related to the 
use of the computer or the software. The July 1, 
2005, sunset on the use of this funding for computer 
software purchases is extended by two years. 

Sec. 4. Definitions. Modify punctuation in several 
provisions in order to provide a technical 
clarification of the availability of financing for the 
acquisition of development rights in the form of 
conservation easements. 

Sec. 5. Performance Bond Waivers. Allows a 
county to waive the requirement for performance 
bonds or accept another form of financial guarantee 
in any amount acceptable to the county if the solid 
waste improvement project is partially or fully 
funded by the county and the county is not liable for 
financial acceptance until performance guarantees 
or other standards established under the agreement 
have been satisfied. 

Sec. 6. Capital Equipment. Make the same 
changes described in section 3 for home rule charter 
cities. 

Sec. 7. Capital Equipment. Make the same 
changes described in section 3 for statutory cities. 

Sec. 8. Deadline for Special Service Districts. 
Extends the deadline for creation of special service 
districts without special laws from June 30, 2005, to 
June 30, 2009. 

No provision 

Sec. 9. Sunset for Housing Improvement 
Districts. Extends the sunset date for the 
establishment of housing improvement areas 
without special legislation from June 30, 2005, to 
June 30, 2009. · 

13 Notification. Requires cities to provide copies of No provision 
housing improvement district ordinances to the 
Office of State Auditor by the end of the calendar 
year in which the ordinance is adopted. Cities with 
existing districts must file copies of their ordinances 
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by December 31, 2005. 

No provision Sec. 10. Orderly Annexation. Enables 
municipalities to make improvements in areas that 
are the subject of an orderly annexation agreement 
to which the municipality is a party. The 
municipality may then reimburse itself for the cost 
of the improvement by levying assessments on the 
property that has been annexed. 

14 Special assessments for streets and roads outside Sec. 11. Apportionment of Costs. Expands the 
a city. Authorizes a city to use the special ability of a municipality to impose assessments · 
assessment law to assess for streets and roads that it upon properties that abut, but had not previously 
constructs outside of its jurisdiction, when the city been assessed for, improvements. Under current 
later annexes the abutting property. To use this law, this ability is limited to water, storm sewer, and 
authority, the city must notify the property owner sanitary sewer improvements. This provision 
when it orders the improvement (i.e., before it would expand the authority to all of the local 
constructs the street or road). After it annexes the improvements for which assessments are currently 
property, it must again provide the landowner notice authorized. The usual notice and hearing 
and hearing before actually imposing the requirements that apply to assessments would apply 
assessment on the annexed property. to these later imposed assessments. 

15 Utility joint ventures. Authorizes joint ventures of No provision 
municipal and cooperative utilities, incorporated 
before June 30, 2004, to provide gas utility services; 

16 Competitive bidding exception. Authorizes a 
housing and redevelopment authority to contract for 
a public transit facility without using competitive 
bidding procedures, if: 

17 

~ The facility is constructed in conjunction 
with a development and is either directly 
above or below the development; and . 

~ Either of the following are met: 

(1) the work or purchases are financed 
with the proceeds of parking ramp 
general obligation or revenue 
bonds; or 

(2) the federal government financed at 
least 60 percent of the construction 
cost. 

This authority can only be used until August 1, 
2009. 

Same and includes an additional provision also in 
the Senate bill (article 9, section 10 (TAX2). 

Sec. 12. General Obligation Revenue Bonds. 
Extends the maximum maturity date of general 
obligation revenue bonds issued by Housing and 
Redevelopment Authorities. Under current law, the 
maximum maturity is 30 years from the estimated 
date of completion of the project. This provision 
would extend the maturities to 3 5 years from the 
date of issuance for obligations sold to finance 
housing for the elderly, which is typically not 
subject to income limitations, and 40 years for other 
obligations issued by an HRA. 
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18 Same Sec. 13. Issuance of Bonds. Extends the maximum 
maturity of bonds issued to finance dormitories or 
other types of student housing to 40 years from the 
date of issue. 

19 Abatement; historic preservation. Allows use of No provision 
economic development abatement for historic and 
heritage preservation. 

20 Duration limit, tax abatement. Increases the No provision 
duration limits that apply under the tax abatement 
program from 10 years to 15 years, if all of three of 
the taxing districts (county, city, and school district) 
approve abatements, and from 15 years to 20 years, 
if one or two of the taxing districts approve. 

21 Met Council, credit enhanced housing bonds. No provision 
Modifies the levy backup for bonds issued under the 
Metropolitan Council's credit enhancement housing 
bond program. Section 45 repeals this program for 
new bond issues. This section makes conforming 
changes in the levy which will remain as a backup 
(along with the dedicated portion of the fund) for 
the one bond that was issued under the pro gram. 

22 Prohibition on bonding for LRT. Modifies the Section 29 repeals this restriction. 
prohibition on the Metropolitan Council issuing 
bonds for the Hiawatha rail transit line so that it 
only applies to bonds issued for LRT projects 
beside Hiawatha. This will allow the council to 
issue bonds for rail equipment and improvements, 
as provided in its capital improvement plan, under 
the authorization in section 23 for the Hiawatha 
line. 

23 Same 

24 Same 

25 Same 

Sec. 14. ObligatiOns. Authorizes the Metropolitan 
Council after July 1, 2002, to issue certificates of 
indebtedness, bonds or other obligation of up to $64 
million for capital expenditures prescribed in the 
regional transit master plan and transit capital 
improvement program. 

Sec. 15. Western Lake Superior Sanitary 
District. Increases from $3 million to $5million 
the amount of bonding authority available from the 
public facilities pool for applications for public 
facilities projects to be financed by the Western 
Lake Superior Sanitary District. 

Sec. 16. Notice of Issue. Changes the time when a 
penalty applies for a lack of a notice for the 
issuance of bonds that are part of a series of 
obligations. Under current law, the penalty applies 
if the notice is not issued within five days after 
issuance, or before the last Monday in December, 
whichever occurs first. Under this revision, the 
penalty would apply within five business days after 
issuance, or before 4:30 p.m. on the last business 
day in December, whichever occurs first. 
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26 Same 

27 Same 

28 Same 

29 Same 

30 Same 

31 Same 

32 Same 

33 Same 

No provision 

Sec. 17. Net Debt. Exempts obligations that are 
issued to pay judgments against a municipality from 
the net debt limits. 

Sec. 18. Defmitions. Modify punctuation in several 
provisions in order to provide a technical 
clarification of the availability of financing for the 
acquisition of development rights in the form of 
conservation easements. 

Sec. 19. Defmitions .. Modify punctuation in several 
provisions in order to provide a technical 
clarification of the availability of financing for the 
acquisition of development rights in the form of 
conservation easements. 

Sec. 20. Defmitions. Modify punctuation in several 
provisions in order to provide a technical 
clarification of the availability of financing for the 
acquisition of development rights in the form of 
conservation easements. 

Sec. 21. Capital Improvement Bond Program. 
Modify provisions in the section that enables cities 
to enter into a capital improvement bond program. 
The authority that is provided under current law to 
cities is extended to towns. The definition of capital 
improvement that would qualify for this financing is 
extended. to include town halls and libraries. 

Sec. 22. Capital Improvement Bond Program. 
The requirement that the bonds issued under this 
program are subject to the net debt limits is 
eliminated. 

Sec. 23. Capital Improvement Bond Program. 
The authority that is provided under current law to 
cities is extended to towns. 

Sec. 24. Capital Improvement Bond Program. 
The limitation on the amount of debt that may be 
issued under this program is changed .. When the 
law was enacted in 2003, the limit was erroneously 
set at 0.05367 percent of taxable market value of 
property in the county; it had been intended to refer 
to that proportion of the taxable market value 
property in the city issuing the bonds. This 
provision changes the limitation to 0.16 percent of 
the taxable market value of property in the 
municipality. If municipalities join together to 
build a shared facility, the limitations on the amount 
of bonds that may be issued, and the net debt that is 
considered to be attributable to the bonds will be 
allocated to each participating municipality in 
proportion to its financial contribution to the 
facility. 

Sec. 25. Street Reconstruction. Modifies the 
provision that authorizes issuance of obligations 
without an election for street reconstruction. It 
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34 

35 

School refunding bonds; taconite production tax. 
Extends the authority to use taconite production 
revenues for refunding bonds issued by the Cook 
County, Chisholm, Grand Rapids, Greenway
Coleraine, and Lake Superior school districts to 
refund bonds issued under special laws passed in 
the 1996 and 2000 legislative session. The 
requirement to levy and the authority to use other 
available revenue to pay the original bonds also 
apply to the refunding bonds. 

Authority to levy taxes. Provides that the Lakes 
Area Economic Development Authority (EDA) is a 
special taxing district, which may adopt its own 
levy and certify the levy to the county auditor. 
Under current law each member, at the request of 
the Lakes Area EDA, levies a tax for the benefit of 
the authority. This proposal would allow the 
authority to levy the tax itself, and not request the 
member taxing jurisdictions to do it for them. 
There is no change in the total amount that can be 
levied for the Lakes Area EDA. 

Provides that the tax levied under this section shall 
be separately stated on the property tax statement. 

Effective beginning with taxes levied in 2005, 
payable in 2006. 

•' ...... :·:;·.•::·:::·. :: ........ :: " .. ; .......... . 

··· · $;~~t~~ti~l~!1Q: '}>.il>~~·f btallc~ 
provides that turn lanes and other improvements 
that have a substantial public safety function, 
realignments, modifications to intersect with state 
and county roads, and the local share of state and 
county road projects, are included within the 
definition of street reconstruction. Financing for 
those types of projects may also include the portion 
of the project costs that is allocable to widening a 
street or adding curbs and gutters where none 
_previously existed. 

Adopted by K-12 education conference committee 
5/16/2005 (in both K-12 bills). 

Art. 8, Sec. 70 (T AX2). Lakes Area EDA Levy. 
Same 

36 City of Bemidji abatement. Authorizes the city of Art. 9, sec. 27 (TAX2). Bemidji. Same 
Bemidji to extend the duration of a tax abatement 
for the fairgrounds district of the city by four years . 

. 37 Town of White bonds. Authorizes the Town.of 
White to pledge its general obligation to pay for 
local improvements located within an area of the 
town that was annexed by the city of Biwabik under 
legislation passed in 2003. These obligations must 
also he secured by special assessments on the 
properties. The obligations are exempt from the n·et 
debt limitations· of the both the city and the town. 

38 

39 

Sauk River Watershed District. Increases the 
levy limit of the Sauk River Watershed District by 
$100,000. 

Sections 39 to 42 are same. 

Art. 8, Sec. 75 (T AX2). Sauk River Watershed 
District. Different. Senate authorizes the Sauk 
River Watershed District to levy up to 0.01 percent 
of taxable market value for its administrative fund. 

· Sec. 26. St. Paul RiverCentre. Authorizes the city 
of Saint Paul to participate in the creation of a 
nonprofit organization for the operation of the 
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No provision 

RiverCentre complex. The mayor, with the 
approval of the city council, must appoint a 
majority of the members of the governing board of 
the nonprofit organization. The mayor will also 
designate two members of the city council to serve 
on the governing board. The city is authorized to 
enter into an agreement with this nonprofit 
organization to equip, manage, maintain, and 
operate all or a portion of the RiverCentre complex 
and to manage and operate a convention bureau that 
would market and promote the city as a tourist or 
convention center. Contracting and expenditures by 
the nonprofit organization are subject to the 
direction of the governing board and other 
conditions that the city may prescribe in a contract 
made between the city an& the nonprofit 
organization. The nonprofit organization is 
authorized to use the services of the city attorney 
and the city's purchasing department. Its activities 
are deemed to be for a public purpose. The city is 
required to protectthe rights of holders of bonds 
issued for the RiverCentre complex including 
preserving the tax exempt status of the bonds. The 
use and operation of the RiverCentre complex is 
deemed to be for municipal purposes and the 
·complex will be exempt from taxation to the extent 
that it would be exempt if the complex was operated 
by the city. The receipts from tickets and 
admissions to events at the complex that are 
sponsored by the nonprofit organization do not 
qualify for the sales tax exemption that applies to 
certain tickets sold to entertainment events by 
nonprofit organization. The nonprofit organization 
will be subject to the Minnesota Open Meeting law 
and the Government Data Practices act The 
nonprofit organization is a successor to all the rightf' 
and privileges of the RiverCentre authority and will 
be treated as a municipality under the Municipal 
Tort liabilitylaw. 

HESO Bonding Authority. Authorizes the 
Minnesota Housing Finance Agency to enter into an 
agreement with the Higher Education Services 
Office under which the Higher Education Services 
Office issues up to $50 million of qualified student 
loan bonds that would be issued under bonding 
authority that was allocated to the Minnesota 
Housing Finance Agency in 2004. Bonding 
authority that is carried forward by the Minnesota 
Housing.Finance Agency from its 2004 allocation is 
exempt froin the requirement that bonding authority 
must be issued by the December 31 of the following 
calendar year. 

43 IRRRB bonds. Authorizes the commissioner of Art. 11, sec. 23 {T AX2). Bonds. Same 
the Iron Range Resources and Rehabilitation to 
issue $15 million of revenue bonds to make grants 
to iron range school districts for health, safety, and 
maintenance improvements. To receive a grant, the 
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school district must levy the maximum amount 
permitted by law. The money to pay these bonds is 
appropriated in equal amounts from the 
environmental trust fund and the Douglas J. 
Johnson economic protection trust fund. (If the 
economic protection fund distributions are 
insufficient, the balance is taken from the 
environmental fund.) The IRRRB is treated as a 
"district" for purposes of the school district finance 
laws. 

44 · Same 

45 Repealer. Repeals the Metropolitan Council's 
credit enhanced housing program. 

46 Same 

Application. Specifies that section 14 dealing with 
metro transit bonds applies in the counties of 
Anoka, Carver, Dakota, Hennepin, Ramsey, Scott 
and Washington. · 

Repealer. Repeals restrictions on the Metropolitan 
Council issuing obligations for LRT in the 
Hiawatha corridor~ 

Effective Date. Is the effective date, which is the 
day following final enactment for all provisions of 
the bill. 

Sec.1 (TAX2). Property Tax Exemption. 
Provides that property that is used in the business of . 
mining, other than taconite and aggregate, would be 
exempt from taxation. The exemption extends to 
deposits of ores, metals, and minerals and the lands 
in which they are contained as well as real and 
personal property used in mining, producing, or 
refining the ores, minerals, or metals and the land 
on which that property is located. 

Sec. 2 (T AX2). Income Tax Exemption. Provides 
that businesses engaged in producing or refining 
nonferrous metals or minerals are exempt from the 
corporate franchise tax and individual income taxes. 

Sec. 3 (T AX2). Unitary Business Exclusion. 
Excludes income of a mining operation subject to 
the net proceeds tax from the income of a unitary 
business of which it is a part. 

Sec. 4 (T AX2). Apportionment Formula. 
Excludes the apportionment factors associated with 
any entity's exempt activities from the 
apportionment formula. 

Sec. 5 (TAX2). Sales Tax Exemption. Provides a 
sales tax exemption for mill liners, grinding rods, 
and grinding balls that are consumed in the 
production of ores, metals, or minerals. Current law 
provides this treatment for these items used in the 
production of taconite. 

Sec. 6 (T AX2). Relming. Provides a definition of 
"refining" for purposes of the chapter dealing with 
minerals taxation. 
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Sec. 7 (T AX2). Precious Minerals Tax Relief 
Area. Provides a definition of "a precious minerals 
tax relief area," which is composed of 13 s·chool 
districts in northeastern Minnesota. 

Sec. 8 (T AX2). Occupation Tax. Expands the . 
scope of taxpayers subject to the occupation tax to 
include persons engaged in the business of refining 
ores and also persons engaged in the business of 
mining or producing metals or minerals. This 
would include the application of the 
hydrometallurgical processes. 

Sec .. 9 (T AX2). Sales outside Minnesota. 
Provides that sales of nonferrous metals and 
minerals are deemed to be sales outside of 
Minnesota if they are transported out of the state for 
further processing or refining by the person engaged 
in the mining if the ores, metals, or minerals have 
been converted to a marketable quality before they 
have been transported out of the state. Transfers of 
ores, metals, or minerals are deemed to be sales 
within the state if they are received by a purchaser 
at a point within the state and the taxpayer is taxable 
in the state. 

Sec. 10 (TAX2). Occupation Tax. Provides that 
the taconite and iron mining companies will not be 
subject to the alternative minimum tax. 

Sec. 11 (T AX2). Occupation Tax Rate. Increases 
the rate of the occupation tax on nonferrous mining 
from two to four percent. 

Sec. 12 (TAX2). Deductions; Net Proceeds Tax. 
Provides that the deductions in the computation of 
the net proceeds tax are the same as those used 
under the occupation tax. 

Sec. 13 (T AX2). Metal or Mineral Products. 
Amends the definition of "metal or mineral 
products" used in the gross proceeds tax'to refer to 
"ores, metals, and minerals" rather than "mineral 
and energy resources." 

Sec. 14 (TAX2). Distribution.Provides for 
distribution of the proceeds of the tax paid on the 
nonferrous minerals within the precious minerals 
assistance area. The current law distribution of 20 
percent to a group of school districts where the 
nonferrous minerals are mined is stricken; instead, a 
distribution of 3 0 percent to the state general fund 
to represent the portion of the tax that is in lieu of 
the state general tax is provided. The 20 percent 
distribution to be used for taconite homestead credit 
is stricken and the distributions to the Douglas J. 
Johnson economic protection trust fund and the 
taconite environmental protection fund are each 
increased from five to ten pen~ent. 

Sec. 15 (TAX2). Royalty Tax. Imposes a 12 
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House Public Finance bill contains same 
provision. 

percent royalty tax on royalties paid for nonferrous 
minerals. 

Sec. 16 (TAX2). Fund. Modifies the purpose of 
the taconite environmental protection fund by 
restricting distributions for local economic 
develOpment projects to projects approved by the 
IRRRBoard. 

Sec. 17 (T AX2). Escalator. Provides that 2005 
and 2006 production will be taxed at the rate in 
effect for 2004, suspending the escalator. For taxes 
payable in 2006 through 2008, the three-year 
averaging provision that applies to the computation 
of the t~conite production tax will.be sus ended. 
This sect10n also provides that no tax will be 
imposed for the first two years of a plant's 
commercial production of direct reduced ore. 
"Commercial production" is defined as production 
of more than 50,000 tons of direct reduced ore per 
year. Under current law, this exemption applies to 
the first two years of the plant's production without 
regard to the level of that production. 

Sec. 18 (T AX2). Taconite Environmental Fund. 
Provides that the fiv~ cent per ton distribution to the 
taconite environmental fund, which was terminated 
after 2003 distributions, will resume in 2005, and 
continue for later years. 

Sec. 19 (T AX2). Distribution to Grant and Loan 
Fund. Provides that beginning with distributions in 
2005, except for distribution to certain school 
districts in current law, the amount of increased 
taconite production tax proceeds in 2005 that is 
attributable to the escalator that applies to the tax 
rate will be annually distributed to the grant and 
loan fund created in section 20. 

Sec. 20 (T AX2). Grant and Loan Fund. 
Establishes a new grant and loan fund. The grants · 
or loans from this fund must be approved by a 
majority of the members of the Iron Range 
Resources and Rehabilitation Board. Distributions 
in calendar year 2005 are allocated to the City of 
Virginia for improvements and repairs to the city's 
steam heating system. Distributions in 2006 are 
allocated to a project of the public utilities 
commissions of the cities of Virginia and Hibbing 
to convert their electrical generating plants to use of 
biomass products. Distributions in 2007 will be 
used for highway, bridge, and marina projects in the 
city of Tower. Distributions in 2008 and later years 
will be allocated to joint ventures with mining 
companies for reclamation of lands containing 
abandoned or worked out mines. 

Sec. 21 (TAX2). Operators. Amends the 
definition of operators that are subject to the tax on 
aggregate materials to provide an exemption for 
persons engaged in transactions in which the 
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aggregate is moved within a project's .construction 
limits to other locations within that same 
construction area. 

Sec. 22 (T AX2). Exemption. Authorizes counties 
or towns to exempt operators from the aggregate 
production tax if the operator has removed less than 
2,500 tons or 1,750 yards of aggregate from the 
county in the year and no other operator has 
removed material from the same site that year. 

Sec. 23 (T AX2). Bonds. Authorizes the 
commissioner of Iron Range Resources and 
Rehabilitation to issue $15,000,000 ofrevenue 
bonds and use the proceeds to make grants to 
schools in the taconite tax relief area and the 
taconite assistance area. The grants would be used 
for health, safety, and maintenance projects, and 
would be available only to schools that had levied 
the maximum amount for those purposes. 

Sec. 24 (T AX2). Alternative Minimum Tax 
Credits. Provides that alternative minimum tax 
credits that a taxpayer has at the end of 2004 may 
be taken against the occupation tax. 

Sec. 25 (TAX2). Repealer. Paragraph (a) repeals 
the alternative minimum tax and the alternative 
minimum tax credit under the occupation tax. 

Paragraph (b) repeals the specific deductions and 
limitations on deductions under the net proceeds 
tax. 

·.·~~~ltteA.fficl~ 1J~~~~lt¥ti~t £f R_(fye'1ue·. •· · 
Electr()nic Paylllents<,. · · · 

Sec. 1 (T AX2). Uniform Dollar Threshold for 
Paying Taxes, Fees, and Surcharges 
Electronically. Establishes a uniform tax liability 
threshold of $10,000 or more per year that triggers 
a requirement to pay tax electronically for each tax 
type in the following year. This rule applies to all 
tax types that now utilize a dollar threshold. 
Individual inc9me, estate, fiduciary, and airflight 
property taxes are excluded. Occupation taxes and 
gambling taxes from organizations conducting 
lawful gaming, tax types not previously included, 
would now be required to be paid electronically. 
All the existing threshold requirements in the 
various tax statutes are repealed. The threshold is 
phased in over a period of two years, starting with 
$20,000 for 2006 and $10,000 for 2007. 

Sec. 2 (T AX2). Withholding from Wages, 
Entertainers, payments to out-of-state 
contractors, and by partnerships and small 
business .:orporations. Eliminates the current 
threshold of $120,000 in tax liability for requiring a 
taxpayer to pay these taxes electronically. This is 
replaced with the general thresholds in section 1. 
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Sec. 3 (TAX2). Sales and Use Tax. Eliminates the 
current threshold of $120,000 in tax liability for 
requiring a taxpayer to pay these taxes 
electronically. This is replaced with the general 
thresholds in section 1. 

Sec. 4 (T AX2). Pull-tab and tip board tax. 
Eliminates the current threshold of $120,000 in tax 
liability for requiring a taxpayer to pay these taxes · 
electronically. This is replaced with the general 
thresholds in section 1. 

Sec. 5 (TAX2). Payment of metropolitan solid 
waste landfill fee. Eliminates the 11current threshold 
of $120,000 in fees for requiring an operator to pay 
this fee electronically. This is replaced with the 
general thresholds in section 1. 

Sec. 6 (T AX2). Repealer. Repeals provisions that 
are no longer necessary if section 1 is enacted: 

~ section 289A.26, subd. 2a - current 
threshold of $20,000 for required 
electronic payments of corporate 
franchise tax; 

~ section 289A.60, subd. 21 - penalties for 
not paying electronically under current 
thresholds 

~ section 295.55, subd. 4 - current 
. threshold of $120,000 for required 

electronic payment of Minn Care tax; 

~ section 295.60, subd. 4 - current 
threshold of $120,000 for required 
electronic payment of fur gross receipts 
tax; 

~ section 297F.09, subd. 7 - current 
threshold of $120,000 for required 
electronic payment of cigarette and 
tobacco taxes; 

~ section 291G.09, subd. 6 - current 
threshold of $120,000 for required 
electronic payment of the liquor fax; and 

~ section 2791.35, subd. 2 - current 
threshold of $120,000 for required 
electronic payment of insurance 
premium tri. 

Sec. 7 (T AX2). Effective date. The article is 
effective for payments due in calendar year 2006 
and thereafter, based upon liabilities incurred in the 
fiscal year ending June 30, 2005, and in fiscal years 
thereafter. 

' . : . . . " . ' ' ' ' ' : ' '' .~ 
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H.F. 2498, art. 3, sec. 1 (House public finance bill Sec. 1 (T AX3) Property Tax Exemption. 
as passed by Taxes Committee) is similar, but Provides a property tax exemption to a qualified 
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limits property tax exemption to improvements that 
are (1) part of a. regional distribution center or (2) 
used primarily in the freight forwarder operations. 

business operating in an international economic 
development zone. 

H.F. 2498, art. 3, sec.2. Individual income tax No provision 
exemption. Provides that income derived from 
investing in or operating a qualified business in an 
international economic development zone is exempt 
from individual income taxation. The qualifying 
rules for these exemptions are described in section 
18. 

Effective for tax years beginning after De.cember 
31, 2006. 

H.F. 2498, art. 3, sec. 3. Corporation franchise No provision 
tax exemption. Provides income from operating a 
qualified business in an international economic 
development zone is deductible in calculating 
taxable income under the corporate franchise tax. 
The details of this exemption are described in the 
summary of section 19. 

Effective for tax years beginning after December 
31, 2006. 

H.F. 2498, art. 3, sec. 4. Individual income tax 
exemption, nonresidents. Provides that in 
calculating the Minnesota tax for a nonresident, 
international economic development zone income is 
excluded from both the numerator and denominator 
of the ratio. Nonresidents calculate their Minnesota 
tax by determining the Minnesota tax on their total 
income (both Minnesota and non-Minnesota). The 
Minnesota liability is, then, determined by 
multiplying this amount by a fraction, the numerator 
of which is Minnesota source income and the 
denominator of which is total income. 

Effective for tax years beginning after December 
31, 2006. 

H.F. 2498, art. 3, sec. 5. Same Sec. 2 (TAX3) Jobs Credit. Provide a jobs credit 
to a qualified business operating within an 
international economic development zone. The 
credit would be equal to seven percent of the lesser 
of: (1) the increase in the payroll in the zone since 
the year when the zone was designated; or (2) the 
increase in total Minnesota payroll since the year of 

' designation, provided that the credit applies to 
compensation between $30,000 and $70,000, with 
these amount adjusted for inflation. The credit is 
refundable and an appropriation is provided to pay 
for refunds. 

H.F. 2498, art. 3, sec. 6. Dependent care credit. No provision 
Clarifies that tax-exempt international economic 
development zone income reduces the amount of 
the dependent care cre~it that is allowed. For 
example, if one-quarter of the taxpayer's income 
. were tax-exempt international economic 
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development income, the otherwise applicable 
dependent care credit would be reduced by 25 
percent. This is same treatment that applies to tax
exempt reservation income of American Indians and 
to part year residents. 

Effective for tax years beginning after December 
31, 2006. 
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H.F. 2498, art. 3, sec. 7. Working family credit. No provision 
Clarifies that tax-exempt international economic 
development zone income reduces the amount of 
the working family credit that is allowed. This is 
the same treatment described in section 6 for the 
dependent care credit and is consistent with the 
treatment of other forms of tax-exempt income. 

Effective for tax years beginning after December 
31, 2006. 

H.F. 2498, art. 3, sec. 8. Individual alternative 
minimum taxable income. Allows a subtraction 
from individual alternative minimum taxable 
income for tax-exempt International Economic 
Development Zone income. 

Effective for tax years beginning after December 
31, 2006. 

No provision 

H.F. 2498, art. 3, sec. 9. Corporate alternative No provision 
minimum taxabfo income. Allows a subtraction 
from corporate alternative minimum taxable income 
for tax-exempt International Economic 
Development Zone income. 

Effective for tax years beginning after December 
31, 2006. 

H.F. 2498, art. 3, sec. 11. Minimum fee No provision 
exemption. Exempts any qualified business with all 
of its Minnesota payroll and property in the 
international economic development zone from the 
minimum fees that applies to businesses. 

Effective for tax years beginning after December 
31, 2006. 

H.F. 2498, art. 3, sec. 12. Same with different 
effective date. House bill delays exemptions. 
Regular exemption applies to sales made after June 
30, 2007. The exemption for construction materials 
includes equipment incorporated into the facility, 
and is limited to sales made after June 30, 2006, but 
the tax must be paid and refunds are applied for 
under the refund procedure for capital equipment to 
be paid in FY2008. 

Sec. 3 (T AX3) Exemptions. Provides that 
purchases of tangible personal property or taxable 
services by a qualified business are exempt if they 
are primarily used or consumed in an international 
economic development zone. Purchases of 
construction materials and supplies for construction 
of improvements to real property in a zone are 
exempt if the property is used in the conduct of a 
qualified business; this exemption applies to 
purchases by the business or a contractor. These 
exemptions extend to any local sales taxes. 
Effective for sales after December 31, 2005. 

·. 

H.F. 2498, art. 3, sec. 13 is different. Sec. 4 (T AX3). Defmitions. Provides definitions of 
terms used in this article. The most significant 
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The definition of a qualified business is limited to 
freight forwarders and the owner of a regional 
distribution center. 

House does not define "relocate." 

Senate does not define zone payroll or zone 
percentages, since it does not provide income or 
corporate franchise tax exemptions. 

'. Se:O.at~Atti~1~·23: 1llttfrl13:ti0I1artctin.Bllii~·/ · .. /; 'J 
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definitions include the following: 

1. "Foreign trade zone authority" means the 
Greater Metropolitan Foreign Trade Zone 
Commission number 119, a joint powers 
authority created by Hennepin County, 
Minneapolis, Bloomington, and the 
Metropolitan Airports Commission. 
Other jurisdictions that choose to join into 
this authority in the future will also be 
considered to be a part of it. 

2. "Qualified business" means a person 
carrying on a trade or business at a place 
of business located within an international 
economic development zone. The trade 
or business must be engaged in the 
furtherance of international export or 
import of goods and be certified by the 
foreign trade zone authority as a trade or 
busi~ess that furthers the purpose of 
developing international distribution 
capacity and capability. The definition 
specifies that a person that relocates a 
trade or business from within Minnesota 
into the zone qualifies only if it increases 
full-time employment in the first full year 
of operation within the zone by at least 20 
percent, or makes a capital investment in 
property within a zone equal to at least ten 
percent of the gross revenues of the 
operations that were relocated. Such a 
relocated business will be deemed to be a 
qualified business only if it has entered 
into a binding written agreement with the 
foreign trade zone authority that pledges 
that the business will meet these 
requirements and will repay all tax 
benefits if the requirements are not met. 
Freight forwarding businesses are not 
subject to the restrictions on relocated 
businesses. Qualified businesses are 
required to pay their employees total 
compensation, including benefits not 
mandated by law, equal to at least 110 
percent of the federal family poverty 
guidelines for a family of four. 

3. "Regional distribution Genter" is a 
distribution center developed within an 
foreign trade zone that has as its primary 
purpose the facilitation of gathering of 
freight for the purpose of centralizing the 
functions necessary for shipment of 
freight in international· commerce, 
including security and customs functions. 

H.F. 2498, art. 3, sec. 14. Application for No provision 
designation. Authorizes a local government unit or 
units, or a joint powers board, to apply to the 
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Foreign Trade Zone Authority for international 
economic development zone status. A local 
government unit, however, cannot submit more than 
one application. The zone must be located within 
the boundaries of the applying units. 

The application must include a resolution or 
ordinance from each city, town or county in which 
the zone is located, agreeing to provide the property 
tax and local option sales tax benefits provided by 
the international economic development zone law. 
It must also include an agreement to treat 
international economic development zone tax 
benefits as business subsidies under the Minnesota 
business subsidy law, as well as supporting 
evidence necessary for the Foreign Trade Zone 
Authority to evaluate the application. 

The applications must be submitted by December 
31, 2005. 

Effective the day following final enactment. 

H.F. 2498, art. 3, sec. 15 similar. 

House bill explicitly limits designation to one zone, 
while the language of Senate bill implies one zone 
will be designated. 

Senate bill requires consultation with the 
commissioners of DEED and Revenue, while the 
House does not. Senate bill requires county to be a 
member of the foreign trade zone authority. 

House bill requires transportation impact study; 
Senate does not. 

H.F. 2498, art. 3, sec. 16 is similar. Senate bill 
requires consultation only with local governments 
that are willing to establish a TIF district 
coterminous with the zone. House bill does not 
contain this restriction (consultation with any local 
unit of government is permitted). 

The business plan language in the two bills varies 
somewhat. House bill requires performance goals 
to be set for the amount of investment and the 
number of jobs at the end of3, 5, and 10-year 
periods for zone. 

House bill provides that the authority cannot 
exercise the powers of a port authority to levy 
property taxes. 

. 
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Sec. 5 (T AX3). Zone Designation. Provides that 
an area designated as a foreign trade zone may be 
designated by the foreign trade zone authority as an 
international economic development zone if a 
regional distribution center is being developed 
within that zone. The zone must be between 500 
and 1,000 acres in size. In making the designation, 
the foreign trade zone authority must consider 
factors, including access to major transportation 
routes and airport facilities, adequacy of the size of 
the site, and access to other infrastructure and 
financial incentives. The zone must be no more 
than 60 miles distant or 90 minutes drive time from 
the Minneapolis St. Paul International Airport. The 
county within which the zone is located will 
become a member of the authority. 

Sec. 6 (T AX3). Foreign Trade Zone Authority 
Powers. Provides that the foreign trade zone 
authority is responsible for creating a development 
plan for the regional distribution center. The 
authority must consult with municipalities that have 
indicated an interest in locating the zone within 
their boundaries and a willingness to establish a tax 
increment financing district for the zone. The 
authority must prepare a business plan for the zone, 
including analysis of the economic feasibility of the 
regional distribution center and businesses in the 
zone. The authority is authorized to create a port 
authority with its governing body exercising the 
powers of a city under the port authority law. Tax 
incentives are subject to the business subsidy law. 

Same 
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House bill explicitly provides that tax incentives are Same 
business subsidies for purposes of the business 
subsidy law. · 

H.F. 2498, art. 3, sec. 17 differs in that the House 
bill provides income and corporate franchise tax 
exemptions. 

H.F. 2498, art. 3, sec. 18. Individual income tax 
exemption. .Provides income tax exemptions for 
individuals operating businesses in zones or 
investing in zones. These exemptions only apply if 
the income would otherwise be taxable. 

Rents. Rents received for both real and tangible 
personal property used by a qualified business (i.e., 
a freight forwarder) located in the zone are exempt. 
Rents from personal property that is used both 
within and outside of the zone must be apportioned 
based on the number of days the property was used 
in the zone .. 

Business income. Income fro~ operating a 
qualified business in an international economic 
development zone is exempt. If the business 
operates both within and outside of the zone, the 
income must be apportioned using the share of 
property and payroll located in the zone to the total 
property and payroll of the taxpayer. The 
exemption is limited so that the exempt income 
(determined by using the apportionment 
mechanism) cannot exceed 20 percent of the sum of 
the zone payroll and original adjusted basis of the 
investment in the zone. 

Capital gains. Capital gains on real and tangible 
personal property used by a qualified business in an 
international economic development zone or sale of 
a qualified business operated in the zone are exempt 
from taxation. Different rules apply to determine 
the amount of the exemption: 

~ Real property. Capital gains on real 
property located in an international 
economic development zone are exempt 
from taxation based on the share of the 
holding period that took place while the 
area was designated an international 
economic development zone. To 
illustrate, assume A purchased a piece of 

· real property for $1, 000 and held the 
property forl 0 years. A, then, sold the 
property for $5,000. For 6 years of the 
10-year holding period, the property was 
located in an international economic 
development zone. Of A's $4,000 
capital gain ($5,000 sale price - $1,000 
purchase price= $4,000), 60 percent or 

Sec. 7 (T AX3). Tax Incentives. Lists the tax 
incentives available within the zone and provides 
that each of the incentives is available for no more 
than 12 years or for no more than six years for 
freight forwarders. 

No provision 
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$2,400 would be exempt from taxation 
($4,000 * 60 percent= $2,400), since 6 
years out of the 10-year holding period 
occurred while the zone was designated 
.an international economic development 
zone. 

~ Tangible personal property. Capital 
gains on tangible personal property 
located in an international economic 
development zone are exempt from 
taxation based on the share of the 
holding period that took place while the 
zone was designated an international 
economic development zone and the 
usage of the property in the zone. This 
calculation is essentially the same as that 
for real property. However, if the 
personal property was used both within 
and without the zone, the exemption 
amount must also be multiplied by a 
fraction. The numerator of the fraction 
is the number of days the property was 
used in the zone while it was designated 
as an international economic 
development zone and the denominator 
is the total number of days the taxpayer 
held the property. 

Ownership in qualified business. Capital gain on 
an ownership interest (e.g., stock or a partnership 
interest) in a qualified business is exempt from 
taxation. This exemption equals the international 
economic development zone percentage for the · 
business multiplied by the capital gain. The zone 
percentage is calculated using as its denominator the 
total property and payroll (not just the Minnesota 
payroll and property). This exemption does not 
apply if the zone percentage is less than 25 percent. 
The business entity is responsible for notifying the 
owner of its qualification for the capital gain 
exemption. 

Effective for tax years beginning after December 
31, 2006. 
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H.F. 2498, art. 3, sec. 19. Corporate franchise No provision 
tax exemption. Provides that a corporation 
operating in an international economic development 
zone is exempt from the corporate franchise tax, if it 
is a qualified business. If the entire business 
operates in the zone, the corporation is fully exempt 
from taxation under the corporate franchise tax and 
would not be required to file a return. If the 
corporation does business both within and outside 
of the zone, the following rules apply: 

~ Regular tax. The corporation's taxable 
net income is multiplied by its zone 
percentage (average property and payroll 
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in the zone divided by total Minnesota 
property and payroll) and subtracted · 
from its taxable income. 

~ AMT. The corporation's alternative 
minimum taxable income is multiplied 
by the zone percentage and this amount . 
is subtracted from the taxable income. 

~ Minimum fee. Its zone property and 
payroll are excluded from calculating the 
minimum fee. 

The maximum exemption is 20 percent of the (1) 
corporation's international economic development 
zone payroll and (2) the adjusted basis of property 
when the property was first used by the corporation 
in the zone. 

Effective for tax years beginning after December 
31, 2006. 

H.F. 2498, art. 3, sec. 20 similar, except House 
caps the credit at $100,000, rather than $70,000. 
House uses a 2004 base for indexing, while the 
·Senate updated to 2006. (House bill would increase 
the $30,000 and $100,000 amounts by larger 
amounts as a result.) · 

H.F. 2498, art. 3, sec. 21 similar with differences 
due to the additional tax exemptions available under 
the House bill. House bill, in addition, contains 
waiver authority (paralleling that under JOBZ) 
which is not in the Senate bill. 

No provision 

.· .. •.•1 . 
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Sec. 8 (TAX3). Jobs Credit. Provide a jobs credit 
to a qualified business operating within an 
international economic development zone. The 
credit would be equal to seven percent of the lesser 
of: (1) the increase in the payroll in the zone since 
the year when the zone was designated; or (2) the 
increase in total Minnesota payroll since the year of 

· designation, provided that the credit applies to 
compensation between $30,000 and $70,000, with 
these amount adjusted for inflation. The credit is 
refundable and an appropriation is provided to pay 
for refunds. 

Sec. 9 (T AX3). Recapture. Provides for recapture 
of the amount of state tax incentives as well as local 
sales and use tax exemptions that were provided 
during the two years before a business ceases to 
operate in the zone or ceases to be a qualifi_ed 
business. 

Sec. 10 (T AX3). _Additional Benefits. Provides an 
exception to current law requirements with regard 
to geographic location by allowing the Governor to 
designate the international economic development 
zone as a job opportunity building zone under 
certain conditions. To do so, the Governor must 
report to the tax committees of the Senate and 
House the following: 

. (1) the estimated cost of providing additional 
tax incentives of JOBZ to the 
international economic development 
zone; and 

(2) the estimated cost of tax expenditures 
projected to have been obligated for all 
job opportunity building zone projects 
approved before June 1, 2005. 
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No provision 

H.F. 2498, art. 3, sec. 22. Zone performance 
reporting. Requires the local government unit( s) 
receiving a zone designation to annually report to 
the commissioner of employment and economic 
development on its progress in meeting the zone 
performance goals under, and the applicant's 
compliance with, the business subsidy law. 

Effective the day following final enactment. 
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Sec. 11 (T AX3). DEED Study. Requires the 
Commissioner of Employment and Economic 
Development to study the issues of the potential 
benefit to the state from having more than one 
international economic development zone. 

No provision 

Sec. 1 (TAX3). Citation. Provides·that the act may 
be cited as the "Truth and Fairness in Taxation Act" 
(TAFT A) or the "State/Local Fiscal Relations: 
Truth in Taxation Act." 

Sec. 2 (T AX3). Statement of Purpose. Provides a 
statement of purpose with the legislature finding 
that the state continues to experience a persistent 
budget deficit, and that reductions in state spending 
have resulted in increased burdens on local taxing 
jurisdictions. The purpose of the act is "to 
illuminate the impact of reductions in revenue to 
school districts, counties, cities and other units of 
local government." 

Sec. 3 (TAX3). Rural-Urban Benefit Ratio. 
Provides that the benefit ratio used to apportion 
levies to a rural service district in a municipality 
that is divided into rural and urban service districts 
for taxes payable in 2006, and any subsequent years 
during which the. freeze is in effect, will be limited 
to the amount in effect for taxes payable in 2005. 

j 

Sec. 4 (T AX3). Debt Prohibition. Prohibits local 
taxing jurisdictions from incurring new debt after 
May 31, 2006. The prohibition applies to 
obligations, certificates of indebtedness, capital 
notes, or other debt instruments, as well as 
installment purchase contracts or lease purchase 
agreements, if those obligations would require a 
levy that would first become payable in 2007, or a 
later year that is subject to the freeze. Certain 
obligations are exempt from the prohibition: 

~ bonds sold to refund bonds that were 
originally sold before June 1, 2006; 

~ obligations for which the debt service 
levy that first becomes due in 2007 
would not cause a municipality's total 
debt service levy for taxes payable in 
2007 to exceed its total debt service levy 
for taxes payable in 2005; or 
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~ obligations with respect to which the 
municipality finds that no levy will be 
required for taxes payable in a freeze 
year because sufficient funds are 
available from sources other than the 
property tax to pay the debt service on 
the obligations. 

Bonds will be deemedto have been sold before 
June 1, 2006, ifbefore that date: 

~ an agreement has been entered into 
between the municipality and a 
purchaser or underwriter for the sale of 
the bonds; 

~ the municipality is a party to a contract 
or letter of understanding with the 
federal govefil!Ilent or the state 
government that requires a municipality 
to pay for a project, and that project will 
be funding with the proceeds of the 
bonds; or 

~ the municipality has entered into a 
contract with a builder or supplier and 
the proceeds of the bonds will be used to 
fund a project or acquisition that is the. 
subject of that contract. 

Sec. 5 (T AX3). Exceptions. Provides that taxing 
authorities may certify levies for taxes payable in 
2007 and subsequent freeze years to no more that 
the amount of the levy that was certified for the 
prior year with certain exceptions: 

~ if a levy for a freeze year for debt 
service on obligations or to make 
payments on installment purchase 
contracts or lease purchase agreements 
entered into before June 1, 2006, 
exceeds the levy the taxing authority 
certified for taxes payable in 2007 for 
the same purpose, the excess may be 
levied; · 

~ in the case of an annexation, the city tax 
rate for taxes payable in a freeze year. 
may not be increased over the city or 
town tax rate in effect on property in the 
annexed area for taxes payable in 2006. 
The limidhat would otherwise apply 
under this act to the annexing city's levy 
may be increased above the overall limit 
by an amount equal to the net tax 
capacity of the property annexed, times 
the city or township tax rate in effect on 
that property for taxes payable in 2006. 
The levy limit of the city or town from 
which the property was annexed must be. 
reduced by that amount; or 

~ a school district that is in statutory 
operating debt and that is operating 
under an approved plan that.includes an 
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increase to its referendum allowance, is 
exempt from the levy freeze on 
referenda. 

Sec. 6 (T AX3). Local Match Requirements. 
Provides that a local funding or local match 
requirement that applies to a city, town, or county 
under any state grant or program may not be. 
increased above its 2006 level for any year during 
which the freeze is in effect. No local match or 
local funding requirementthat becomes effective 
after the end of 2006 will be effective until the 
freeze has been terminated. If a local taxing 
jurisdiction met its match requirements in 2006 for 
a state grant or program providing funds, it will 
continue to remain eligible for the same amount 
during the years when the freeze is in effect. 

Sec. 7 (T AX3). Appeals by County Sheriff and 
County Attorney. Provides that the ability of the 
county sheriff and the county attorney to appeal to 
the district court for increases in salaries or budgets 
that would increase the level of county expenditures 
is suspended during the time of the freeze. 

Sec. 8 (T AX3). Truth in Taxation. Provides that 
local taxing authorities are exemptfrom the 
requirements of the public advertisements and 
public hearings in effect under the Truth in Taxation 
law during any year when the freeze is in place. 

Sec. 9 (T AX3). Tax Rate Freeze. Requires that 
when the county auditor determines local tax rates 
for taxes payable in any freeze year, the county 
auditor must reduce any local government's levy so 
that the total tax rate does not exceed the tax rate in 
effect for taxes payable in 2006, subject to the 
exceptions provided in section 5. 

Sec. 10 (TAX3). Pension Liabilities. Provides that 
a levy for taxes payable during a freeze year for a 
local police and fire relief association in order to 
amortize an unfunded pension liability is limited to 
the levy for that purpose for taxes payable in 2006. 

Sec. 11 (TAX3). Town Board Duties. Requires a 
township board of supervisors in 2006 to adjust the 
levy of a township in order to comply with the 
requirements of this act. In 2007 and subsequent 
freeze years, a board of supervisors is authorized to 
adjust the expenditures of a township below the 
level authorized by the electors in order to comply 
with the freeze. 

Sec. 12 (TAX3). Fee Prohibition. Provides that 
after March 1, 2006, no municipality or special 
taxing district, and no executive branch state 
agency, may impose a new fee or increase the rate 
or amount of an existing fee. Fees are defined to 
include any charge for goods, services, regulations, 
or licensure, and includes charges for admissions to 
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or the use of public facilities. 

Sec. 13. (T AX3). Savings Clause. Provides that 
nothing in this act constitutes an impairment of any 
obligations or other debts instruments, including 
installment purchase contracts or lease purchase 
agreements that were entered into before the date of 
enactment of this act. 

Sec .. 14. (TAX3) Effective Date; Termination. 
Establishes the year in which the freeze will 
terminate for each of the taxing jurisdictions that is 
subject to it. For cities and towns, the termination 
date is the taxes payable year when local 
·government aids that are payable to cities are 
sufficient to fully fund the formula. For counties, 
the termination date is the taxes payable year when 
the amount paid to all counties under the new 
county aid exceeds the amount that was payable to 
all counties under the pre 2003 categorical aids that 
were paid to all counties. For school districts, the 
termination date is the taxes payable year in which 
the state provides a real state aid inflationary 
increase to the basic formula allowance over the 
amount that was paid in the prior!year. For special 
taxing districts, the termination date is the 2009 
taxes payable year. 

Senate Article 26: Property Tax Freeze 
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This Document can be made available 
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HOUSE OF REPRESENTATIVES 
EIGHTY-FOURTH 

SESSION 

February 7, 2005 

HOUSE FILE No. 

Authored by Krinkie, ~ukavina, Larson, Vandeveer, Zellers and others 
The bill was read for the first time and referred to the Committee on Taxes 

May9, 2005 
Committee Recommendation and Adoption of Report: 
To Pass as Amended and re-referred to the Committee on Ways and Means 

May JO, 2005 
Committee Recommendation and Adoption of Report: 
To Pass as Amended 
Read Second Time 

May 11, 2005 . 
Fiscal Calendar, Alnended 
Read Third Time as Amended 

Printed 
Page No. 

Passed by the House as Amended and transmitted to the Senate to include Committee and Floor Amendments 

~ A bill for an act 

2 relating to financing and operation of government in 
3 this state; modifying truth in taxation provisions and 
4 adding a taxpayer satisfaction survey; changing 
5 income, corporate franchisei withholding, est~te, 
6 property, sales and use, mortgage registry, health 
7 care gross revenues, motor fuels, gambling, cigarette 
8 and tobacco products, occupation, net proceeds, 
9 production, liquor, insurance, and other taxes and 

10 tax-related provisions; making technical, clarifying,. 
11 collection, enforcement, refund, and administrative 
12 changes to certain taxes and tax-related provisions, 
13 tax-forfeited lands, revenue recapture, unfair 
14 cigarette sales, state debt collection, sustainable 
15 forest incentive programs, and payments in lieu of 
16 taxes; changing local government aids and credit~; 
17 providing for determination of population for certain 
18 purposes; updating references to the Internal Revenue 
19 Code, changing property tax exemptions, homesteads, 
~O assessment, valuation, classification, class rates, 

'J.. levies, deferral, review and equalization, appeals, 
2 notices and statements, and distribution provisions; 

23 changing rent constituting property taxes and property 
24 tax refunds; requiring state contracts be with vendors 
25 registered to collect use taxes; abolishing the 
26 political contribution refund; authorizing local sales 
27 taxe~; extending a s~les tax expiration; providing for 
28 compliance with streamlined sales tax .agreement; 
29 changing the taxation of liquor and cigarettes; 
30 authorizing income tax checkoffs; requiring 
31 registration of tax shelters and providing for.a 
32 voluntary compliance initiative; changing job 
33 opportunity building zones, border city development 
34 zones, biotechnology and health sciences industry zone 
35 provisions; setting minimum employee compensation for 
36 qualifying busines~ in a JOBZ; limiting sales tax 
37 construction exemption in job zones to businesses 
38 paying prevailing wage; requiring a referendum for 
39 certain subsidies to gambling enterprises; authorizing 
40 charges for certain emergency services; imposing a 
41 franchise fee on card clubs; defining the term "tax"; 

--~2 regulating tax preparers; ·suspending appropriations or 
.~ aids to public employers who prohibit certain 

44 employees from wearing a flag on a uniform; providing 
45 for training and conduct of assessors; prohibiting 
46 purchases of tax-forfeited lands by certain local 
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officials; providing for data classification and 
exchange of data; establishing a tax reform 
commission; providing and imposing powers and duties 
on the commissioner of revenue and other state 
agencies and departments and-on certain political 
subdivisions and certain officials; changing and 
imposing. penalties; requiring reports; transferring 
funds; appropriating money; amending Minnesota 
Statutes 2004, sections 4A.02; 16C.03, by adding a 
subdivision; 16D.10; 168A.05, subdivision la; 190.09, 
subdivision 2; 240.30, by adding a subdivision; 
270.02, subdivision 3; 270.11, subdivision 2; 270.16, 
subdivision 2; 270.30, subdivisions 1, 5, 6, 8, by 
adding subdivisions; 270.65; 270.67, subdivision 4; 
270.69, subdivision 4; 270A.03, subdivisions 5, 7; 
272~01, subdivision 2; 272.02, subdivisions la, 7, 47, 
53, 64, by adding subdivisions; 272.0211, subdivisions 
1, 2; 272.0212, subdlvisions l, 2; 272.029, 
subdivisions 4, 6; 273.055; 273.0755; 273.11, 
subdivisions la, 8, by adding subdivisions; 273.111, 
by adding a subdivision; 273.123, subdivision 7; 
273.124, subdivisions 3, 6, 8, 14, 21; 273.125, 
subdivision 8; 273.13, subdivisions 22, 23, 25, by 
adding a subdivision; 273.1315; 273.1384, subdivision 
l; 273.19, subdivision la; 273.372; 274.01, 
subdivision l; 274.014, subdivisions 2, 3; 274.14; 
275.025, subdivision 4; 275.065, subdivisions le, 3, 
4, 7, by adding subdivisions; 275.07, subdivisions l, 
4; 276.04, subdivision 2; 276.112; 276A.Ol, 
subdivision 7; 282.016; 282.08; 282.15; 282.21; 
282.224; 282.301; 287.04; 289A.02, subdivision 7; 
289A.08, subdivisions l, 3, 7, 13, 16; 289A.18, 
subdivision l; 289A.19, subdivisio~ 4; 289A.20, 
subdivision 2; 289A.31, subdivision 2; 289A.37, 
subdivision 5; 289A.38, subdivisions 6, 7, by adding 
subdivisions; 289A.40, subdivision 2, by adding 
subdivisions; 289A.50, subdivisions 1, la; 289A.56, by 
adding a subdivision; 289A.60, subdivisions 2a, 4, 6, 
7,· 11, 13, 20, by adding subdivisions; 290.01, 
subdivisions 61 7, 7b, 19, as amended, 19a, 19b, 19c, 
19d, 31; 290.032, subdivisions l, 2; 290.06, · 
subdivisions 2c, 22, by adding a subdivision; 290.067, 
subdivisions 1, 2a; 290.0671, subdivisions 1, la; 
290.0672, subdivisions 1, 2; 290.0674, subdivisions 1, 
2; 290.0675~ subdivision l; 290.091, subdivisions 2, 
3; 290.0922, subdivision 2; 290.191, subdivisions 2, 
3; 290.92, subdivisions 1, 4b; 290A.03, subdivisions 
3, 11, 13, 15, by adding subdivisions; 290A.07, by 
adding a subdivision; 290A.19; 290B.05, subdivision 3; 
290C.05; 290C.10; 291.005, subdivision l; 291.03, 
subdivision l; 295.52, subdivision 4; 295.53, 
subdivision l; 295.582; 295.60, subdivision 3; 
296A.22, by adding a subdivision; 297A.61, 
subdivisions 3, 4, by adding a subdivision; 297A.64, 
subdivision 4; 297A.668, subdivisions 1, 5; 297A.67, 
subdivisions 2, 7, 9, 29, by adding a subdivision; 
297A.68, subdivisions 2, 5, 28, 35, 37, 38, 39, by 
adding subdivisions; 297A.70, subdivision 10; 297A.71, 
subdivision 12, by adding a subdivision; 297A.72, by 
adding a subdivision; 297A.75, subdivision l; 297A.87, 
subdivisions 2, 3; 297A.99, subdivisions 1, 3, 4, 9, 
by adding subdivisions; 297E.Ol, subdivisions 5, 7, by 
adding subdivisions; 297E.06, subdivision 2; 297E.07; 
297F.08, subdivision 12, by adding a subdivision; 
297F.09, subdivisions 1, 2; 297F.14, subdivision 4; 
297G.09,- by adding a subdivision; 297I.Ol, by adding 
subdivisions; 297I.05, subdivisions 4, 5, by adding a 
subdivision; 298.01, subdivisions 3, 4; 298.24, 
subdivisibn l; 298.75, by adding a subdivision; 
3250.33, subdivision 6; 365.43, subdivision l; 
365.431; 366.011; 366.012; 373.45, subdivision 7; 

2 
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1 469.169, by adding a ~ubdivision; 469.1735, 
2 subdivision 3; 469.176, subdivisions 41, 7; 469.310, 
3 subdivision 11, by adding a subdivision; 469.315; 
4 469.316; 469.317; 469.319, subdivision 1, by adding a 
5 subdivision; 469.320, subdivision 3; 469.330, 
6 subdivision 11; 469.335; 469.337; 469.340, subdivision 
7 l; 473.843, subdivision 5; 473F.02, subdivisions 2, 7; 
8 477A.Oll, subdivisions 3, 34, 35, 36, 38; 477A.0124, 
9 subdivisions 2, 4; 477A.013, subdivisions 8, 9, by 

10 adding a subdivision; 477A.016; 477A.03, subdivisions 
11 2a, 2b; 477A.ll, subdivision 4, by adding a 
12 subdivision; 477A.12, subdivisions 1, 2; 477A.14, 
13 subdivision l; 645.44, by adding a subdivision; Laws 
14 1998, chapter 389, article 3, section 42, subdivision 
15 2, as amended; Laws 1998, chapter 389, article 8, 
16 section 43, subdivision 3; Laws 2001, First Special 
17 Session chapter 5, article 3, section 8; Laws 2001, 
18 First Special Session chapter 5, article 12, section 
19 95, as amended; Laws 2002, chapter 377, article 3, 
20 section 4; Laws 2003, chapter 127, article 5, section 
21 27; Laws 2003, chapter 127, article 5, section 28; 
22 Laws 2003, First Special Session chapter 21, article 
23 5, · section 13; Laws 2003, First Special Session 
24 chapter 21, article 6, section 9; Laws 2005, chapter 

~~s 43, section l; proposing coding for new law in 
16 Minnesota Statutes, chapters 15; 270; 272; 273; 275; 
27 280; 289A; 290; 290C; 295; 297A; 297Fi 373; 459; 473; 
28 repealing Minnesota Statutes 2004, sections lOA.322, 
29 subdivision 4; 16A.1522, subdivision 4; 270.85; 
30 270.88; 272.02, subdivision 65; 273.19, subdivision 5; 
31 273.37, subdivision 3; 274.05; 275.065, subdivisions 
32 Sa, 6, 6b, 8; 275.15; 275.61, subdivision 2; 283.07; 
33 290.06, subdi~ision 23; 297E.12, subdivision 10; 
34 469.1794, subdivision 6; 477A.08; Laws 1975, ·chapter 
35 287, section 5; Laws 1998, chapter 389,.article 3, 
36 section 41; Laws 2003, chapter 127, article 9, section 
37 9, subdivision 4; Minnesota Rules, parts 8093.2000; 
38 8093.3000; 8130.0110, subpart 4; _8130.0200, subparts 
39 5, 6; 8130.0400, subpart 9; 8130.1200, subparts 5, 6; 
40 8130.29-00; 8130.3100, subpart l; 8130.4000, subparts 
41 1, 2; 8130.4200, subpart l; 8130.4400, subpart 3; 
42 ·0130.5200; 8130.5600, subpart 3; 8130.5800, subpart 5; 

.43 8130.7300, subpart 5; 8130.8800, subpart 4. 

44 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

15 ARTICLE 1 

46 

47 

48 

49 

50 

51 

52 

53 

54 

·55 

56 

57 

TAXPAYER SATISFACTION SURVEY 

Section 1. [275.063] [PROPOSED PROPERTY TAXES; TAXPAYER 

SATISFACTION SURVEY; DEFINITIONS.] 

Subdivision 1. [DEFINITIONS.] For the purposes of this 

section and section 275.065; the following definitions apply. 

Subd. 2. [BUDGET; COUNTIES.] For counties, "budget" means 

total government fund expenditures, as defined by the state 

auditor under section 375.169, less any expenditures for· direct 

payments to recipients or·providers for the human service aids 

-listed below: . 

(1) Minnesota family investment program under chapters 256J 

and 256K; 

A_r ti cJ_~_ 1 Section 1 3 
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1 (2) medical assistance under sections 256B.041, subdivision 

2 5, and 256B.19, subdivision l; 

3 (3) general assistance medical-care under section 256D.03, 

4 subdivision 6; 

5 (4) general assistance under section 2S6D.03, subdivision 

7 (5) Minnesota supplemental aid under section 256D.36, 

8 subdivision l; 

9 (6) preadmission screening under section 256B.0911, and 

10 alternative care grants under section 256B.0913; 

11 (7) general assistance medical care claims processing, 

12 medical transportation, and related costs under section 256D.03, 

13 subdivision 4; 

14 (8) medical transportation and related costs under section 

15 256B.0625, subdivisions 17 to 18a; 

16 (9) group residential housing under section 256I.05, 

17 subdivision 8, transferred from programs in clauses (4) and (5); 

18 or 

19 (10) any successor programs to those listed in clauses (1) 

20 to ( 9) • 

21 Subd. 3. [BUDGET; CITIES.] For cities, "budget" means 

22 total government fund expenditures, as defined by the state 

23 auditor under section 471.6965, less any expenditures for 

24 improvements or services that are specially assessed or charged 

25 under ~hapter 429, 430, 435, ot the provisions of any other law 

26 or charter. 

27 Subd. 4. [POPULATION.] "Population" of a city means the 

28 most recent population as determined by the state demographer 

29 under section 4A.02 or by the Metropolitan Council under section 

30 477A.Oll, subdivision 3. 

31 Subd. 5. [PROPERTY TAX LEVY SUBJECT TO APPROVAL; COUNTIES 

32 -AND CITIES. l For a county or a city, "property tax levy subject 

33 to approval" means the jurisdiction's levy excluding any debt 

34 levy and any levy previously approved by the voters. 

35 Subd. 6. [DEBT LEVY.] "Debt levy" means a levy to: 

36 (1) pay the costs of principal and interest on bonded 

Article 1 Section 1 4 
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1 indebtedness; 

2 (2) pay the costs of principal and interest on certificates 

3 of indebtedness issued for any corporate purpose except: 

4 (i) tax anticipation or aid anticipation certificates of 

5 indebtedness; 

6 (ii} certificates of indebtedness issued under sections 

7 298.28 and 298.282; 

8 (iii} certificates of indebtedness used to fund current 

9 expenses; or 

10 (iv} certificates of indebtedness used to fund an 

11 insufficiency in tax receipts or an insufficiency in other 

12 revenue sources. 

~3 (3) pay another city, town, county, or school district for 

14 principal and interest on general obligation debt; or 

15 (4) fund payments made to the Minnesota State Armory 

16 Building Commission under section 193.145, subdivision 2, to 

17 retire the principal and interest on armory construction bonds. 

18 Subd. 7. [STATE PROPERTY TAX CREDITS.] "State property tax 

19 credits" means any credits received under sections 273.119; 

20. 273.123; 273.135; 273.1384; 273.1391; 273.1398, subdivision 4; 

21 469.171; and 473H.10. 

22 Subd. 8. [JURISDICTION SUBJECT TO TAXPAYER SATISFACTION 

23 SURVEY.] A "jurisdiction subject to the taxpayer satisfaction 

4 survey" means any county or any city with a population of 500 or 

25 greater. 

26 [EFFECTIVE DATE.] This section is effective for taxes 

27 payable in 2006 and subsequent years. 

28 Sec. 2. Minnesota Statutes 2004, section 275.065, 

29 subdivision le, is amended to read: 

30 Subd. le. [LEVY; SHARED, MERGED, CONSOLIDATED SERVICES.] 

31 If ·two or more taxing authorities are in the process of 

32 negotiating an agreement for sharing, merging, or consolida~ing: 

33 services between those taxing authorities at the time the 

~4 proposed levy is to be certified under subdivision 1, each 

~5 taxing authority involved in the negotiation shall certify its 

36 total proposed levy as provided in ~that subdivision, including a 

Article 1 Section 2 5 
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1 and-an-address-where~eommenes-w±±±-be-reee±~ed-by-ma±±• 

2 (d) The notice must state for each parcel~ 

3 t±t the market value of the pr-0perty as determined under 

4 section 273.11, and used for computing property taxes payable in 

5 the following year and for taxes payable in the current year as 

6 each appears in the records of the county assessor on November 1 

7 of the current year; and, in the case of residential property, 

8 whether the property is classified as homestead or 

9 nonhomestead. The notice must ~!early inform taxpayers of the 

10 years to which the market values apply and that the values are 

11 final values;~ 

12 tzt ~ The ±eems-±±seed-be±ow7-shown-separaee±y-by notice 

13 must state for each parcel, for both taxes payable in the 

14 current year and the proposed taxes payable in the following 

15 year each of the following tax amounts, net of state property 

16 tax credits: county tax, city or town tax, and state genera± 

17 tax, nee-0£-ehe-res±dene±a±-and-agr±ett±ettra±-homeseead-ered±e 

18 ttnder-seee±on-%73•±3847 voter. approved school ±e~y tax, 

19 other ±oea± school ±e~y tax, and the sum of the tax amounts 

20 for all special taxing districts, the sum of the tax increment 

21 tax on captured tax capacity, if applicable, and the fiscal 

22 disparities areawide tax under chapter 276A or 473F, if 

23 applicable, and as-a the total 0£ tax amount for all taxing 

24 authorities~ 

25 t±t-ehe-aeetta±-eax-£or-eaxes-payab±e-±n~ehe-ettrrene-year; 

26 and 

27 t±±t-ehe-proposed-tax-amottne. 

28 %£-ehe-eottney-±e~y-ttnder-e±attse-t%t-±ne±ttdes-an-amottne-£or 

29 a-±a~e-±mpro~emene-d±ser±ee-as-de£±ned-ttnder-seee±ons-±93B.59± 

30 eo-±93E.58±7-ehe-amottne-aeer±btteab±e-£or-ehae-pttrpose-mttse-be 

31 se~araee±y-seaeed-£rom-ehe-rema±n±ng-eottney-±e~y-amottnt• 

32 %n-ehe-ease-0£-a-eown-or-ehe-seaee-9enera±-eax7-ehe-£±na± 

33 eax-sha±±-a±so-be-±es-proposed-eax-ttn±ess-ehe-eown-ehanges-±es 

34 ±e~y-ae-a-spee±a±-eown-meee±ng-ttnder-seee±on-365.5%.--%£-a 

35 sehoo±-d±ser±ee-has-eere±£±ed-ttnder-seee±on-%%6e.±77-sttbd±~±s±on 

36 97-ehae-a-re£erendttm-w±±±-be-he±d-±n-ehe-sehoo±-d±ser±ee-a~-ehe 

Article 1 Section 3 7 
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1 No~ember-genera±-e±eet±on1-tne-eottney-attd±tor-mttst-note-next-to 

2 tne-senoo±-d±ser±eeis-proposed-amottnt-enat-a-re£erendttm-±s 

3 pend±ng-and-tnat1-±£-appro~ed-by-tne-~oters1-tne-tax-amottnt-may 

4 be-n±gner-enan-snown-on-ene-noe±ee.-~yn-ene-ease-0£-ene-e±ey-0£ 

5 M±nneapo±±s,-ene-±e~y-£or-tne-M±nneapo±±s-~±brary-Board-and-ene 

6 ±e~y-£or~M±nneapo±±s-Park-and-Reereat±on-sna±±-be-±±sted 

7 separaee±y-£rom-ene-rema±n±ng~amottnt-o£-ene-e±eyis-±e~y.--%n-ene 

8 ease-0£-ene-e±ty-0£-se.-Patt±1-tne-±e~y-£or-ene-st.-Patt±-~±brary 

9 Ageney-mttst-be-±±sted-separaee±y-£rom-ene-rema±n±ng-amottne-o£ 

10 tne-e±eyis-±e~y.--yn-ene-ease-0£-a-paree±-wnere-eax-±neremene-or 

11 tne-£±sea±-d±spar±t±es-areaw±de-tax-ttnder-enapter-~~6A-or-4~3P 

12 app±±es1-tne-proposed-tax-±e~y-on-ene-eaptttred-~a±tte-or-ene 

13 p~oposed-eax-±e~y-on-tne-tax-eapae±ey-sttbjeee-to-ene-areaw±de 

14 eax-mttst-eaen-be-stated-separate±y-and-noe-±ne~ttded-±n-ene-sttm 

15 0£-ene-spee±a±-eax±ng-d±str±ets;-and 

16 t3t-ene-±nerease-or-deerease-beeween-ene-tota±-~axes 

17 payab±e-±n-ene-ettrrene-year-and-ene-eoea±-proposed-eaxes7 

18 expressed-as~a-pereentage. 

19 (f) The notice must state for each parcel the increase or 

20 decrease between the total taxes payable in the current year and 

21 the total proposed taxes, expressed as a percentage. 

22 (g) The notice~ must state for each parcel an estimate of 

23 any additional tax that would apply to the property under any 

24 referenda pending at the November general election. Any amount 

25 shown under this item should be indicated as pending the results 

26 of referendum elections, and shall. not be reflected in the total 

27 proposed net tax amount. 

28 J.h]_ For purposes of this section, the amount of the tax on 

29 homesteads qualifying under the senior citizens' property tax 

30 deferral program under chapter 290B is the total amount of 

31 pro'perty tax before subtract1on of the deferred property tax 

32 amount;. 

33 tet 1.!.l The notice must clearly state that the proposed or 

34 final taxes do not include the following: 

35 (1) special assessments; 

36 (2) levies approved by the voters after the date of the 

Article 1 Section 3 8 
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1 proposed-eaxes-are-eere±£±ed,-±ne%ttd±ng-bond-re£erenda-and 

2 sehoo%-d±ser±ee-%evy~re£erenda November general election; 

3 (3) a-%evy-%±m±e-±nerease-appr-oved-by-ehe-voeers-by-ehe 

4 £±rse-~ttesday-a£eer-ehe-£±rse-Monday-±n-November-o£-ehe-%evy 

5 year-as-prov±ded-ttnder-seee±on-%75•73; 

6 t4t amounts necessary to pay cleanup or other costs due to 

7 a natural disaster occurring after the date the proposed taxes 

8 are certified; 

9 t5t .ill amounts necessary to pay tort judgments against the 

10 taxing authority that become final after the date the proposed 

11 taxes are certified; and 

12 t6t ill the contamination tax imposed on properties which 

~13 received market value reductions for contamination. 

14 t£t J.il Except as provided in subdivision 7, failure of the 

15 county auditor to prepare. or the county treasurer to deliver the 

16 notice as required in this section does not invalidate the 

17 proposed or final tax levy or the taxes payable pursuant to the 

18 tax levy. 

19 . fgt-~£-ehe-noe±ee-ehe-eaxpayer-reee±ves-ttnder-eh±s-seee±on 

20 %±ses-ehe-properey-as-nonhomeseead7-and-sae±s£aeeory 

21 doettmeneae±on-±s-prov±ded-eo-ehe-eottney-assessor-by-ehe 

22 app%±eab%e-dead%±ne7-and-ehe-properey-qtta%±£±es-£or-ehe 

23 homeseead~e%ass±£±eae±on-±n-ehae-assessmene-year7-ehe-assessor 

24 sha%%-ree%ass±£y-ehe-properey-eo-homeseead-£or-eaxes-payab%e-±n 

25 ehe-£o%%ow±ng-year. 

26 tht J!J_ In the case of class 4 residential property used as 

27 a residence for lease or rental periods of 30 days or more, the 

28 taxpayer must e±eher~-t%t mail or deliver a copy of the notice 

29 of proposed property taxes and the taxpayer satisfaction survey 

30 to each tenant, renter, or lessee;-or~ 

31 f%t-pose-a-eopy-o£-ehe-noe±ee-±n-a-eonsp±ettotts-p%aee-on-ehe 

3 2 prem±s-es-0£-ehe-properey• 

33 The copy of the notice must be mailed or-posted by the 

34 taxpayer by November %7 22 or within three days of receipt of 

35 the notice, whichever is later. A taxpayer may notify the 

36 county treasurer of the address of the taxpayer, agent, 

Article 1 Section 3 9 
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1 caretaker, or manager of the premises to which the notice must 

2 be mailed in order to fulfill the requirements of this paragraph. 

3 tit ill For purposes of 'ehis-sttbdi'lfisioft7-sttbdivisiofts-5a 

4 aftd-6 section 276.04, "metropolitan special taxing districts" 

5 means the following taxing districts in the seven-county 

6 metropolitan area that levy a property tax for any of the 

7 specified purposes listed below: 

8 (1) Metropolitan Council under section 473.132, 473.167, 

9 473.249, 473.325, 473.446, 473.521, 473.547, or 473.834; 

10 (2) Metropolitan Airports Commission under section 473.667, 

11 473.671, or 473.672; and 

12 (3) Metropolitan Mosquito Control Commission under section 

13 473.711. 

14 J.!!!l For purposes of this section, any levies made by the 

15 regional rail authorities in the county of Anoka, Carver, 

16 Dakota, Hennepin, Ramsey, Scott, or Washington under chapter 

17 398A shall be included with the appropriate county's levy and 

18 shall be discussed at one of that county's ~ttb~ie 

19 hea~iftg ~egularly scheduled board meetings. 

20 (n) The governing body of a county, city, or school 

21 district may, with the county auditor's consent, include 

22 supplemental information with the statement of proposed property 

23 taxes about the impact of state aid increases or decreases on 

24 property tax increases or decreases and on the level of services 

25 provided in the affected jurisdiction. This supplemental 

26 information may- include information for the following year, the 

27 current year, and for as many consecutive ~recedin~ years as 

28 deemed appropriate by the governing body of the county, city, or 

29 school district. It may include only information regarding: 

30 (1) the impact of inflation as measured by the implicit 

31 pr{ce deflater for state and local government purchases; 

32 (2) population growth and decline; 

33 (3) state or federal government action; and 

34 (4) other financial factors that affect the level of 

35 property taxation and local services that the governing body of 

36-- -the -county, city,- or school district may deem appropriate to 
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l include. 

2 The information may be presented using tables, written. 

3 narrative, and graphic representations and may contain 

4 instruction toward further sources of information or opportunity 

5 for comment. 

6 The supplemental information for each jurisdiction must not 

7 exceed one side of an 8.5 inch by 11 inch sheet of paper. 

8 [EFFECTIVE DATE.] This section is effective for taxes 

9 payable ih 2006 and ~ubsequent years. 

10 Sec. 4. Minnesota Statutes 2004, section 275.065, is 

11 amended by adding a subdivision to read: 

12 Subd. 3b. [TAXPAYER SATISFACTION SURVEY.] (a) A taxpayer 

13 satisfaction survey form must be attached to or enclosed with 

L4 each proposed property tax notice under subdivision 3. The form 

15 must include a property description or a code number that allows 

16 the property to be uniquely identified. 

17 (b) The taxpayer satisfaction survey form shall present the 

18 following question for each jurisdiction subject to the taxpay~r 

19 satisfaction survey: "Are you satisfied with the proposed 

20 property tax levy for (name of jurisdiction)?" A space will be 

21 provided for the respondent to answer "Yes" or "No" for each 

22 jurisdiction. The form must also inform the taxpayer that if 

23 the number of responses marked "No" exceeds the criteria 

4 specified in subdivision 3e, a referendum will be held on the 

25 question of the increase in the property tax levy subject to 

26 approval unless a recertification is made under subdivision 9 

27 reducing the levy. 

28 (c) The mailing shall include a non-postage-paid envelope 

29 preaddressed to the agency design~ted to process survey 

30 results. A taxpayer, including a tenant, renter, or lessee who 

31 is ·entitled to receive a copy of the notice and survey form 

32 under subdivision 3, paragraph (k), may respond to the survey by 

33· returning the.completed survey form to the designated agency by 

~~ December 1. The responding taxpayer is responsible for the 

,,j postage. 

36 [EFFECTIVE DATE.] This section is effective for taxes 
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1 payable in 2006 and subsequent years, except that two provisions 

2 are first effective for taxes payable in 2-007: the requirement 

3 that the survey form include a property description or code 

4 number, and the requirement that the form notify taxpayers that 

5 the results of the survey could cause a referendum election to 

6 be held. 

7 Sec. 5. Minnesota Statutes 2004, section 275.065, is 

8 amended by adding a subdivision to read: 

9 Subd .. 3c. [TAXPAYER SATISFACTION SURVEY ADDITIONAL 

10 INFORMATION.] The taxpayer satisfaction survey form must ·include 

11 the following information for the current year and for the 

12 proposed year, and show the percentage change between the years: 

13 (1) the county government's (i) budget and (ii) property 

14 tax levy subject to approval; and 

15 (2) if the property is located in a ci~y which is a 

16 jurisdiction subject to the taxpayer satisfaction survey, the 

17 city government's (i) budget and (ii) property tax levy subject 

is· to approval. 

19 [EFFECTIVE DATE.] This section is effective for taxes 

20 payable in 2006 and subsequent years. 

21 Sec. 6. Minnesota Statutes 2004, section 275.065, is 

.22 amenqed by adding a subdivision to read: 

23 Subd. 3d. [FOIU:'1AT OF TAXPAYER SATISFACTION SURVEY.] The 

24 commissioner of revenue shall prescribe the format of the survey 

25 form required under subdivisions 3b to 3f and present the form 

26 to.the chairs of the house and senate tax committees for 

27 review. The form must be in the format prescribed by the 

28 commissioner. 

29 [EFFECTIVE DATE.] This section is effective for taxes 

30 payable in 2006 and subsequ~nt years. 

31 Sec. 7. Minnesota Statutes 2004, section 275.065, is 

32 amended bt adding a subdivision to r~ad: 

33 Subd. 3e. [RESULTS OF TAXPAYER SATISFACTION SURVEY.]~ 

34 Each agency designated to receive taxpayer satisfaction surveys 

35 shall verify the authenticity of each form received, to the 

35. extent possible, and tabulate the results of the survey for each 
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1 taxing jurisdiction. If the number of ·survey responses 

2 indicating dissatisfaction with the jurisdiction's proposed levy 

3 exceeds 20 percent of the total number 0£ proposed tax notices 

4 distributed in the jurisdiction, and the proposed property tax 

5 levy subject to approval exceeds the property tax levy subject 

6 to approvai for taxes payable in the current year, a referendum 

7 must be held on the last Tuesday in January. By December 8, the 

8 agency must announce the results of the survey for each taxing 

9 jurisdiction, including both the number of responses indicating 

10 that they are satisfied with the proposed levy and the number 

11 indicating that they are not satisfied. 

12 (b) If the county auditor determines that a single person 

l3 or entity owns more than ten percent of the parcels of property 

14 within a jurisdiction subject to taxpayer satisfaction survey, 

15 then the number of responses indicating dissatisfaction with the 

16 proposed levy must exceed the percentage owed by the single 

17 person or entity plus 20 percent of the total number of proposed 

18 tax notices distributed in the jurisdiction in order to initiate 

19 the referendum process described in paragraph (a). 

20 [EFFECTIVE DATE.] This section is effective for taxes 

21 payable in 2006 and subsequent years, except that the 

22 requirement of an automatic referendum election is effective 

23 beginning with taxes payable in 2007 and subsequent years. 

24 Sec. 8. Minnesota Statutes 2004, section 275.065, is 

25 amended by adding a subdivision to read: 

26 Subd. 3f. [DESIGNATED AGENCY.] For taxpayer satisfaction 

27 surveys pertaining to taxes payable in 2006, the designated 

28 agency is the county. For taxing jurisdictions located in more 

29 than one county, each county shall tabulate the results of the 

30 survey for the portion of the jurisdiction in the county, and 

31 forward the results to the jurisdiction's home county by 

32 -December 1.- The home county shall make available the survey 

33 results for the total jurisdiction. 

-34 By January 1, 2006, and each year thereafter, ·the 

·35 commissioner of revenue shall designate the agency or agencies 

36 to receive-and process taxpayer satisfaction surveys for taxes 
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1 payable in the following year. 

2 [EFFECTIVE DATE.] This section is effective for taxes 

3 payable in 2006 and subseguent years. 

4 Sec. 9. Minnesota Statutes 2004, section 275.065, 

5 subdivision 4, is amended to read: 

6 Subd. 4. [COSTS.] %£-the-re8son8bie-eost-o£ The county may 

7 app6rtion the cost of the county auditor's services and the cost 

8 of preparing and mailing the notice and survey required in this 

9 section exeeed-ehe-Bmottnt-d±str±bttted-to-the~eottney-by-the 

10 eomm.±ss±oner-o£-re'!entte-to-Bdm±n±ster-th±s-seet±on-;-the-t8x±ng 

11 8ttthor±ty-mttst-re±mbttrse-ehe-eottnty-£or-the-exeess-eost•--~he 

12 exeess-eost-mttst-be-Bpport±oned between taxing jurisdictions as 

13 follows: 

14 (1) one-third is allocated to the county; 

15 (2) one-third is allocated to cities and towns within the 

16 county; and 

17 (3) one-third is allocated to school districts within the 

18 county. 

19 The amounts in clause (2) must be further apportioned among 

20 the cities and towns in the proportion that the number of 

21 parcels in the city and town bears to the number of parcels in 

22 all the cities and towns within the county. The amount in 

23 clause (3) must be further apportioned among the school 

24 districts in the proportion that the number of parcels in the 

25 school district bears to the number of parcels in·all school· 

26 districts within the county. 

27 [EFFECTIVE DATE.] This section is effective for taxes 

28 payable in 2006 and subseguent years. 

29 Sec. 10. Minnesota Statutes 2004, section 275.065, 

30 subdivision 7, is amended to read: 

31 Subd. 7. [CERTIFICATION OF COMPLIANCE.] At the time th~ 

32 taxing authority certifies-its tax levy under section 275.07, it 

33 shall certify to the commissioner of revenue its compliance with 

34 this section. The certification must contain the information 

35 required by the commissioner of revenue to determine compliance 

36 with this section. If the commissioner determines that the 
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1 taxing authority has failed to substantially comply with the 

2 requirements of this section, the commissioner of revenue shall 

3 notify the county auditor. The decision of the commissioner is 

4 final. When fixing rates under section 275.08 for a taxing 

5 authority that has not complied with this section, the county 

6 auditor must use the taxing authority's previous year's levy, 

7 plus any additional amounts necessary to pay-pr±fte±pai-aftd 

8 ±ft~eres~-oft-geftera%-obi±ga~±oft-boftds-o£-~he-eax±ftg-attehor±ey-£or 

9 wn±en-±es-eax±ftg-powers-na~e-bee8-p%edged-±£-ene-boftds-were 

10 ±8stted-be£ore-%989 fund an increase in the authority's debt levy 

11 for taxes payable in the following year. 

12 [EFFECTIVE DATE.] This section is effective for taxes 

13 payable in 2006 and subsequent years. 

14 Sec. 11. Minnesota Statutes 2004, section 275.065, is 

15 · amended by adding a subdivision to read: 

16 Subd. 9. [RECERTIFICATION OF PROPOSED LEVY.] By December 

17 15, a jurisdiction subject to taxpayer satisfaction survey, that 

18 has been notified under subdivision 3e that the criteria for a 

19 referendum have been met, may elect to recertify its proposed 

20 levy so that the proposed property tax levy subject to approval 

21 is equal to the property tax levy subject to approval for taxes 

22 payable in the current year. If the jurisdiction recertifies 

23 its proposed levy to the county auditor according to the 

4 provision~ of this subdivision, the auditor must cancel the 

25 referendum for that jurisdiction. 

26 [EFFECTIVE DATE.] This section is effective for taxes 

27 payable in 2007 and subsequent years. 

28 Sec. 12. Minnesota Statutes 2004, section 275.065, is 

29. amended by adding a subdivision to read: 

30 Subd. 10. [LEVY APPROVAL; REFERENDUM.] (a) If the 

31 designated agency has determined under subdivision 3e that a 

32 referendum is required, the increase in the property tax lev~ 

33 subject to approval shall not be effective until it has been 

~4 submitted to the voters at a special election to be held on the 

~5 last Tuesday in January, and a majority of votes cast on the 

36 question of approving the levy increase are in the affirmative. 
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1 The commissioner of revenue shall· prepare the form of the 

2 question to be presented at the referendum, which must reference 

3 only the amoun~ of increase in the -property tax levy subject to 

4 approval. 

5 {b) If the majority of the votes cast on the question are 

6 in the affirmative, the proposed levy shall be certified as the 

7 final levy~ If the majority of the votes cast on the question 

8 are in the negative, the l~vy shall be the property tax levy 

9 amount subject to approval for the previous year, plus the 

10 portion of the proposed levy that was not subject to referendum. 

11 {c) A levy approved under this subdivision must be levied 

12 against the net tax capacity of the jurisdiction. 

13 [EFFECTIVE DATE.] This section is effective for taxes 

14 ·payable in 2007 and subsequent years. 

15 Sec. 13. Minnesota Statutes 2004, section 275.07, 

16 subdivision 1, is amended to read: 

17 Subdivision 1. [CERTIFICATION OF LEVY.] {a) Except as 

18 provided under paragraph {b), the taxes voted by·cities, 

19 counties, school districts, and special districts shall be 

20 certified by the proper authorities to the county auditor on or 

21 before £ive~wer~ing-eeys-e£eer December %9 28 in each year. A 

22 jurisdiction whose levy is subject to a referendum under section 

23 275.065, subdivision 10, shall at that time certify two levy 

24 amounts, one if the referendum is successful, and another if the 

25 refer~ndum is not successful. A jurisdiction whose levy is 

26 subject to a referendum must recertify its final levy the day 

27 immediately following the election. A town must certify the 

28 levy adopted by the town board to the county auditor by 

29 September 15 each year~ If the town board modifies the levy at 

30 a special town meeting after September 15, the town board must 

31 recertify its levy to the county auditor on or before £ive 

32 wer~ing-eeys-e£eer December %0 28. The taxes certified shall be 

33 reduced by the county auditor by the aid received under section 

34 273~1398, subdivision 3. If a city, town, county, school 

35 district, pr special di~trict fails to certify its levy by that 

36 date, its levy shall be the amount levied by it_ for the 
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1 preceding year. 

2 (b)(i) The taxes voted by counties under sections 103B.241, 

3 103B.245, and 103B.251 shall be separately certified by the 

4 county to the county auditor on or before £±~e-work±ft9-days 

5 a£~er December i9 28 in each year. The taxes certified shall 

6 not be reduced by the county auditor by the aid received under 

7 section 273.1398, subdivision 3. If a county fails .to certify 

8 its levy by that date, its levy shall be the amount levied by it 

9 for the preceding year. 

10 (ii) For purposes of the proposed property tax notice under 

11 section 275.065 and the property tax statement under section 

12 276.04, for the first year in which the county implements the 

'~3 provisions of this paragraph, the county auditor shall reduce 

14 the county's levy for the preceding year to reflect any amount 

15 levied for water management purposes under clause (i) included 

16 in the county's levy. 

17 [EFFECTIVE DATE.] This section is effective for taxes 

18 payable in 2007 and subsequent years. 

19 Sec. 14. [REPEALER.] 

20 Minnesota Statut~s 2-004, section 275.065, subdivisions Sa, 

21 6, 6b, and 8, are repealed. 

22 [EFFECTIVE DATE.] This section is effective for taxes 

23 payable in 2006 and subsequent years. 

24 ARTICLE 2 

25 PROPERTY TAXES 

26 Section 1. Minnesota Statutes 2004, section 272.02, 

27 subdivision 47, is amended to read: 

28 Subd. 47. [POULTRY LITTER BIOMASS GENERATION FACILITY; 

29 PERSONAL PROPERTY.] Notwithstanding subdivision 9, clause (a), 

30 attached machinery and other personal property which is part of 

31 an.electrical generating facility that meets the requirements of 

32 this subdivision is exempt. At the time of construction, the 

33 facility must: 

34 (1) be designed to utilize poultry litter as a primary fuel 

35 source; and 

36 (2) be constructed for the purpose of generating power at 

Article 2 Section 1 17 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

the facility that will be sold pursuant to a contract approved 

by the Public Utilities Commission in accordance with the 

biomass mandate imposed under section 216B.2424. 

Construction of the facility must be commenced after 

January 1, 2003, and before December 31, %003 2005. Property 
' --

eligible for this exemption does not include electric 

transmission lines and interconnections .or gas pipelines and 

interconnections appurtenant to the property or the facility. 

[EFFECTIVE DATE.] This section is effective for. taxes 

levied in 2005, payable in 2006, and thereafter. 

Sec. 2. Minnesota Statutes 2004, section 272.02, 

subdivision 53, is amended to read: 

Subd. 53. [ELECTRIC GENERATION FACILITY; PERSONAL 

PROPERTY.] Notwithstanding subdivision 9, clause (a), attached 

machinery and other personal property which is part of a 3.2 

megawatt run-of-the-river hydroelectric generation facility and 

17 that meets the requirements of this subdivision is exempt. At 

18 the time of construction, the facility must: 

19 (1) utilize two turbine generators at a dam site existing 

20 on March 31, 1994; 

21 (2) be located on pttbl±ely-owfted land eftd within 1,500 feet 

22 of a 13.8 ~ilovolt distribution substation; and 

23 (3) be eligible to receive a renewable energy production 

24 incentive payment under section 216C.41. 

25 Construction of the facility must be commenced after 

26 deftttery-17-%99% December 31, 2004, and before January 1, %005 

27 2007. Property eligible for this exemption does not include 

28 .electric transmission lines and interconnections or gas 

29 pipelines and interconnections appurtenant to the property or 

30 the facility. 

31 [EFFECTIVE DATE.] This section is effective for taxes 

32 levied· in 2005, payable in 2006 and· thereafter. 

33 Sec. 3. Minnesota Statutes 2004, section 272.02, is. 

34 amended by adding a subdivision to read: 

35 Subd. 68. [ELECTRIC GENERATION FACILITY PERSONAL 

36 PROPERTY.] ·(a) Notwithstanding subdivision 9, clause (a), and 
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1 section 453.54, subdivision 20, attached machinery and other' 

2 personal property which is part of an electric generation 

3 facility that exceeds 150 megawatts-of installed capacity and 

4 meets the requirements of this subdivision is exempt. At the 

5 time of construction, the facility must: 

6 (1) be designed to utilize natural gas as a primary fuel; 

7 (2) be owned and operated by a municipal power agency as 

8 defined in section 453.52, subdivision 8; 

9 (3) have received the certificate of need under section 

10 216B.243; 

11 (4) be located outside the metropolitan area as defined 

12 under section 473.121, subdivision 2; and 

13 (5) be designed to be a combined-cycle facility, although 

~4 initially the facility will be operated as a simple-cycle 

15 combustion turbine. 

16 (b) To qualify under this subdivision, an agreement must be 

17 negotiated between the municipal power agency and the host city, 

18 . for a payment in lieu of property taxes to the host city. 

19 (c) Construction of the facility must be commenced after 

20 January 1, 2004, and before January l~ 2006. Property eligibl~ 

21 for this exemption does not include electric transmission lines 

22 and interconnections or gas pipelines and interconnections 

23 appurtenant to the property or the facility. 

[EFFECTIVE DATE.] This section is effective for assessment 

25 year 2005, taxes payable in 2006, and thereafter. 

26 , Sec. 4. Minnesota Statutes 2004, section 272.02, is 

27 amended by adding a subdivision to read: 

28 Subd. 69. [ELECTRIC GENERATION FACILITY; PERSONAL 

29 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 

30 attached machinery and other personal property which is part of 

31 a s·imple-cycle combustion-turbine electric generation facility 

32 that exceeds 290 megawatts of installed capacity and that meets 

33 the requirements of this subdivision is exempt. At the time of 

14 construction, the facility must: 

J (1) be designed to utilize natural gas as a primary fuel; 

36 (2) not be owned by a public utility as defined in section 
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1 216B.02, subdivision 4; 

2 (3) be located within 15 miles of the mainline existing 

3 interstate natural gas pipeline and-within five miles of an. 

4 existing electrical transmission substation; 

5 (4) be located outside the metropolitan area as defined 

6 under section 473.121, subdivision 2~ and 

7 (5) be designed to provide peaking capacity energy and 

8 ancillary services and have satisfied all of the requirements 

9 under section 216B.243. 

10 (b) Construction of the facility must be commenced after 

11 January 1, 2005, and before January 1, 2009. Property eligible 

12 for this exemption does not include electric transmission lines 

13 and interconnections or gas pipelines and interconnections 

14 appurtenant to the property or the facility. 

15 [EFFECTIVE DATE.] This section is effective for assessment 

16 year 2006, taxes payable in 2007, and thereafter. 

17 Sec. 5. Minnesota Statutes 2004, section 272.02, is 

18 amended by adding a subdivision to read: 

19 Subd. 70. [ELECTRIC GENERATION FACILITY; PERSONAL 

20 PROPERTY.] Notwithstanding subdivision 9, clause (a), attached 

21 machinery and other personal property which is part o~ an 

· 22 existing simple-cycle, combustion-turbine electric generation 

23 facility that exceeds 300 megawatts of installed capacity and 

24 that meets·the requirements of this subdivision is exempt. At 

25 the time of the construction, the facility must: 

26 (1) be designed to utilize natural gas as a primary fuel; 

27 (2) be owned by a public utility as defined in section 

28 216B.02, subdivision 4, and be located at or interconnected with 

29 an existing generating plant of the utility; 

30 (3) be designed to provide peaking, emergency· backup, or 

31 contingency services; 

32 (4) satisfy a resource need identified in an approved 

33 integrated resource plan filed under section 216B.2422; and 

34 (5) have received, by resolution, the approval from the 

35 governing body of the county and the city for the exemption of 

3& personal property under this subdivision. 
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1 Construction of the facility expansion must be commenced 

2 after Jan~ary 1, 2004, and before January 1, 2005. Property 

3 eligible for this exemption does not include electric 

4 transmission lines and interconnections or gas pipelines and 

interconnections appurtenant to the property or the facility. 5 
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[EFFECTIVE DATE.] This section is effective beginning with 

assessment year 2005, for taxes payable in 2006 and thereafter. 

Sec. 6. · Minnesota Statutes 2004, section 272.02, is 

amended by adding a subdivision to read: 

Subd. 71. [ELECTRIC GENERATION FACILITY; PERSONAL 

PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 

attached machinery and other personal property which is part of 

a simple-cycle combustion-turbine electric generation facili.ty 

that exceeds 150 megawatts of installed cap~city and that meets 

the require·ments of this subdivision is exempt. At the time of 

construction, the facility must: 

(1) utilize natural gas as a primary fuel; 

(2) be owned by an electric generation and transmission 

cooperative; 

(3) be located within five miles of parallel existing 

12-inch and 16-inch natural gas pipelines and a 69-kilovolt 

high-voltage electric transmission line; 

(4) be designed to provide peaking, emergency backup, or 

contingency services; 

(5) have received a certificate of need under section 

216B.243 demonstrating demand for its capacity; and 

(6) have received by resolution the approval from the 

governing body of the county and township in which the proposed 

facility is to be located for the exemption of personal property 

under this subdivision. 

(b) Construction of the facility must be commenced after 

July 1, 2005, and before January 1, -2009. Property eligible for 

this exemption does not include electric transmission lines and 

-interconnections or gas pipelines and interconnections 

appurtenant to the property or the facility. 

[EFFECTIVE DATE.] This section is effective for assessment 
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1 year 2006 and thereafter, for taxes payable in 2007 and 

2 thereafter. 

3 Sec. 7. Minnesota Statutes 20-04, section 272.02, is· 

4 amended by adding a subdivision to read: 

5 Subd. 72. [ELECTRIC GENERATION FACILITY PERSONAL 

6 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 

7 attached machinery and other personal property which is part of 

8 either a simple-cycle, combustion-turbine electric generation 

9 facility, or a combined-cycle, combustion-turbine electric 

10 generation facility that does not exceed 325 megawatts of 

11 installed capacity and that meets the requirements of this 

12 subdivision is exempt. At the time of construction, the 

13 facility must: 

14 (1) utilize either a simple-cycle or a combined-cycle 

15 combustion-turbine generator fueled by natural gas; 

16 (2) be connected to an existing 115-kilovolt high-voltage 

17 electric transmission line that is within two miles of the 

18 facility; 

19 (3) be located on an underground natural gas storage 

20 aguifer; 

21 (4) be designed as either a peaking or intermediate load 

22 facility; and 

23 (5) have received, by resolution, the approval from the 

24 governing body of the county for the exemption of personal 

25 property under this subdivision. 

26 (b) Construction of the facility must be commenced after 

27 January 1, 2006, and before January 1, 2008. Property eligibl~ 

28 .for this exemption does not include electric transmission lines 

29 and interconnections or gas pipelines and interconnections 

30 appurtenant to the property or the facility. 

31 [EFFECTIVE DATE.] This section is effective for assessment 

32 - year 2005, taxes payable in 2006, and thereafter. 

33 Sec. 8. Minnesota Statutes 2004, section,272.0211, 

34 subdivision 1, is amended to read: 

35 Subdivision 1. [EFFICIENCY DETERMINATION AND 

36 CERTIFICATION.] An owner or operator of a new or existing 
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1 electric power generation facility, excludin9 wind energy 

2 conversion systems, may apply to the commissioner of revenue for 

3 a market value exclusion on the property as provided for in this 

4 section. This exclusion shall apply only to the market value of 

5 the equipment of the facility, and shall not apply to the 

6 structures and the land upon which the facility is located. The 

7 commissioner of revenue shall prescribe the forms and procedures 

8 for this application. Upon receiving the application, the 

9 commissioner of revenue shall request the commissioner of 

10 commerce to make a determination of the efficiency of the 

11 applicant's electric power generation facility. ~n-ea%ett%aeing 

12 ehe-e££ieieney-0£-a-£aei%iey7 The commissioner of commerce shall 

13 ttse-a-de£in±eion-o£ calculate efficiency wh±eh-ea%ett%aees 

14 e££±e±eney-as-ehe~sttm-o£~ 

15 f%t-ehe-ttse£tt%-e%eeeriea%-power-otteptte;-p%tts 

16 f%t-ehe-ttse£tt%-eherma%-energy-otteptte;-p%tts 

17 f3t-ehe-£tte%-energy-0£-ehe-ttse£tt%-ehemiea%-prodttees1 

18 a%%-d±~±ded-by-ehe-eoea%-energy-±nptte-eo-ehe-£ae±%±ey,-expressed 

19 as-a-pereeneage as the ratio of useful energy outputs to energy. 

20 inputs, expressed as a percentage, based on the performance of 

21 the facility's equipment during normal full load operation. The 

22 . commissioner must include in this formula the energy used in any 

23 on-site preparation of materials necessary to convert the 

4 materials into the fuel used to generate electricity, such as a 

25 process to gasify petroleum coke. The commissioner shall use 

26 the high Higher Heating Value (HHV) for all substances in the 

27 commissioner's efficiency calculations, except for wood for fuel 

28 in a biomass-eligible project under section 216B.2424; for these 

29 instances, the commissioner shall adjust the heating value to 

30 allow for energy consumed for evaporation of the moisture in the 

31 woo·d. The applicant shall provide the commissioner of commerce 

32 ·with whatever information the commissioner deems necessary· to 

33 make the determination. Within 30 days ·of the receipt of the 

~.4 necessary information, the commissioner of commerce shall 

~s certify the findings of the efficiency determination to the 

36 commissioner of revenue and to the applicant. The commissioner 
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1 of commerce shall determine the efficiency of the facility and 

2 certify the findings of that determination to the commissioner 

3 of revenue every two years thereaft€r from the date of the 

4 original certification. 

5 [EFFECTIVE DATE.] This section is effective for assessment 

6 year 2005 and theieafter, for taxes payable in 2006 and 

7 thereafter. 

8 Sec. 9. Minnesota Statutes 2004, section 272.0211, 

9 subdivision 2, is amended to read: 

10 Subd. 2. [SLIDING SCALE EXCLUSION.] Based upon the 

11 efficiency determination provided by the commissioner of 

12 commerce as described in subdivision 1, the commissioner of 

13 revenue shall subtract £i~e eight percent of the taxable market 

14 value of the qualifying property for each percentage point that 

15 the efficiency of the specific facility, as det~rmined by the 

16 commissioner of commerce, is a.bove 35 40 percent. The reduction 

17 in taxable market value shall be reflected in the taxable market 

18 value of the facility beginning with the assessment year 

19 immediately following the determination. For a facility that is 

20 assessed by the county in which the facility is located, the 

21 commissioner of revenue shall certify to the assessor of that 

22 county the percentage of the taxable market value 0£ the 

23· facility to be excluded. 

24 [EFFECTIVE DATE.] This section is effective for assessment 

25 year 2005 and thereafter, for taxes payable in 2006 and 

26 thereafter. 

27 Sec. 10. [ 272. 0275] [PERSONAL PROPERTY USED TO GENERATE . 

28 ELECTRICITY; EXEMPTION.] 

29 Subdivision 1. [NEW PLANT CONSTRUCTION AFTER JANUARY 1, 

30 2005.] For a new generating plant built and placed in service 

31 after January 1, 2005, its personal property used to generate 

32 electric power is exempt from property taxation, including under 

33 section 453.54, subdivision 20, if an exemption of generation 

34 personal property form, with an attached siting agreement, is 

35 filed with· the Depar·tment of Revenue. The form must be signed 

36 by the utility, and the county and city or town where the 
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1 facility is proposed to be located. 

2 Subd. 2. [EXISTING PLANT; INCREASE IN NAMEPLATE CAPACITY.] 

3 For a plant existing or under construction on the day of final 

4 enactment of this act, a partial exemption applies if the 

5 nameplate capacity of the plant is increased from that existing 

6 on the day of final enactment of this act, and if an exemption 

7 of generation personal property form, with an attached siting 

8 agreement is filed with the Department of Revenue. The form 

9 must be signed by the utility, and the county and city or town 

10 where the facility expansion is located. This partial exemption 

11 must be computed by taking the increase in megawatts over the 

12 total megawatt nameplate capacity after construction is 

13 complete, multiplied by the market value of all taxable tools, 

14 implements, and machinery of the generating plant as determined 

15 by the commissioner of revenue. The resulting exemption is 

16 effective beginning in the next assessment year. 

17 Subd. 3. . [IN-LIEU PAYMENT; LIMITATION.] If an in-lieu 

18 payment or service fee is negotiated between a facility exempted 

19 under this section and the county, city, or town where the 

20 facility is located, the payment or fee in any year may not 

21 exceed the property tax revenue that the jurisdiction would 

22 receive from the facility if it were not exempt. 

23 Subd. 4. [DEFINITION; APPLICABILITY.] For purposes of this 

24 section, "personal property" means tools, implements; and 

25 machinery of the generating plant. The exemption under this 

26 section does not apply to transformers, transmission lines, 

27 distribution lines, or any other tools, implements, and 

28 machinery that are part of an electric substation, wherever 

29 located. 

30 [EFFECTIVE DATE.] This section is effective the day 

31 ·following final enactment. 

32 Sec. 11. Minnesota Statutes 2004, section 273.055, is 

33 amended to read: 

14 273.055 [RESOLUTION TO APPOINT ASSESSOR; TERMINATION OF 

35 LOCAL ASSESSOR'S OFFICE.] 

36 The election to provide for the assessment of property by 
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1 the county assessor as provided in section 273.052 shall be made 

2 by the board of county commissioners by resolution with at least 

3 a two-thirds majority vote. Such r~solution shall be effective 

4 at the second assessment date following the adoption of the 

5 resolution. Notwithstanding any other provisions contained in 

6 any other section of law or charter, the office of ~11 township 

7 and city assessors in such-county shall be terminated 90 days 

8 before the assessment date at which the election becomes 

9 effective, except _that if part of such taxing district is 

10 located in a county not_electing to have the county assessor 

11 assess all property as provided in section 273.052, the office 

12 will continue but shall apply only to such property_in a 

13 nonelecting county. 

14 No township or city assessor in another county shall assess 

15 any property in an electing county, but shall turn over all tax 

16 records relating to property to the county assessor 90 days 

17 before the assessment date at which the county's election 

18 becomes effective. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 12. Minnesota Statutes 2004, section 273.0755, is 

22 amended to read: 

23 273.0755 [TRAINING AND EDUCATION OF PROPERTY TAX 

.2 4 PERSONNEL. ] 

25 (a) Beginning with the four-year period starting on July 1, 

26 2000, every person licebsed by the· state Board of Assessors at 

27 the Accredited Minnesota Assessor level or higher, shall 

28 succes.sfully complete a week-long Minnesota laws course 

29 sponsored by the Department of Revenue at least once in every 

30 four-year period. An assessor need not attend the course if 

31 they successfully pass the test for the course. 

32 (Q) The commissioner of r-evenue may require that each 

33 county, and each city for which the city assessor performs the 

34 duties of county assessor, have (i) a person on the assessor's 

35 staff who is certified by the Department of Revenue in sales 

36 -ratio calculations, (ii) an officer or employee who is certified 
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1 by the Department of Revenue in tax calculations, and (iii) ·an 

2 officer or employee who is certified by the Department of 

3 Revenue in the proper preparation of abstracts of assessment. 

4 The commissioner of revenue· may require that each county have an 

5 officer or employee who is certified by the Depart~ent of 

6 Revenue in the proper preparation of abstracts of tax lists. 

7 (c) Beginning with the four-year educational licensing 

8 period starting on July 1, 2004, every Minnesota assessor 

9 licensed by the State Board of Assessors must attend and 

10 participate in a seminar that focuses on ethics, professional 

11 conduct and the need for standaidized assessment practices 

12 developed and presented by the commissioner of revenue. This 

13 requirement must be. met at least once in every subsequent 

14 four-year period. This requirement applies to all assessors 

15 licensed for one year or more in the four-year period. 

16 [EFFECTIVE DATE.] This section is effective the day 

17 following final enactment. 

18 Sec. 13. Minnesota Statutes 2004, section 273.11, 

19 subdivision la, is amended to read: 

20 Subd. la. [LIMITED MARKET VALUE.] In the case of all real 

21 property e±ass±£±ed-as-a9r±ett±ettra±-nomeseead-er-nonnomeseead7 

22 res±dene±a±-nomeseead-or-nonnomeseead7-e±mber7-or-noneommere±a± 

23 seasona±-res±dene±a±-reereae±ona±, the assessor shall compare 

24 the value with the taxable portion of the value determined in 

25 the preceding assessment, except that for class le resort 

26 property for assessment year 2005, the assessor shall determine 

27 the limited market value as provided in subdivision lb. 

28 Por-assessmene-year-%99%7-ene-amettne-0£-ene-±nerease-sna±± 

29 nee-exeeed-ene-9reaeer-0£-t±t-een-pereene-0£-ene~•a±tte-±n-ene 

30 preeed±n9-assessmene7-or-t%t-±5-pere~ne-e£-ene-d±££erenee 

31 be~ween~ene-ettrrene-assessmene-and-ene-preeed±ng-assessmene. 

32 Pe~-assessmene-year-%9937-ene-amottne-0£-ene-±nerease-sna±± 

33 nee-exeeed-ene-9reaeer-0£-t±t-±%~pereene-0£-ene-wa±tte-±n-ene 

~ ,34 preeed±n9-assessmene7-er-t%t-%9-pereene-o£-ene-d±££erenee 

35 beeween-ene-ettrrene-assessmene-and-ene-preeed±ng-assessmene. 

36 For assessment year years 2004, 2005, and 2006, the amount 
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1 of the increase shall not exceed the greater of (1) 15 percent 

2 of the value in the preceding assessment,· or (2) 25 percent of 

3 the difference between the current ·assessment and the preceding 

4 assessment. 

5 For assessment year %005 2007, the amount of the increase 

6 shall not exceed the greater of (1) 15 percent of the value in 

7 the preceding assessment, or (2) 33 percent of the difference 

8 between the current assessment and the preceding assessment. 

9 For assessment year %006 2008, the amount of the increase 

10 shall not exceed the greater of (1) 15 percent of the value in 

11 the preceding assessment, or (2) 50 percent of the difference 

12 between the current assessment and the preceding assessment. 

13 This limitation shall not apply to i~creases in value due 

14 to improvements. For purposes of this subdivision, the term 

15 "assessment" means the value prior to any exclusion under 

16 subdivision 16. 

17 The provisions of this subdivision shall be in effect 

18 through assessment year %006 2008 as provided in this 

19 subdivision. 

20 For purposes of the assessment/sales ratio study conducted 

21 under section 127A.48, and the computation of state aids paid 

22 under chapters 122A, 123A, 123B, 1240, 125A, 126C, 127A, and 

23 477A, market values and net tax capacities determined under this 

24 subdivision and subdivision 16, shall be used. 

25 [EFFECTIVE DATE.] This section is effective for assessment 

26 years 2005 through 2008, for taxes payable in 2006 through 2009. 

27 ·sec. 14. Minnesota Statutes 2004, section 273.11, is 

28 amended by adding a subdivision to read: 

29 Subd. lb. TCLASS lC RESORTS; 2005 ASSESSMENT ONLY.] For 

30 assessment year 2005, the valuation on class le resort property 

31 sh~ll not exceed the greater of (1) 130 percent of the value of 

.32 its 2003 assessment, or (2) its value for the 2003 assessment 

33 year plus 40 percent of the difference in value between its 2005 

34 assessment and its 2003 assessment. The valuation increase on 

35 class le resort property for assessment years 2006 and 

36 thereafter shall be determined as provided under subdivision la. 
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1 [EFFECTIVE DATE.] This section is effective the day 

2 following final enactment. 

3 Sec. 15. Minnesota Statutes 2-004, section 273.11, is 

4 amended by adding a subdivision to read: 

5 Subd. 21. [VALUATION EXCLUSION FOR LEAD HAZARD REDUCTION.] 

6 Owners of property classified as class la, lb, .le, 2a, 4b, or. 

7 4bb under section 273.13 may apply for a valuation exclusion for 

8 lead hazard reduction, provided that the property is located in 

9 a city which has authorized valuation exclusions under this 

10 subdivision. A city may by resolution authorize valuation 

11 exclusions under this subdivision and must establish guidelines 

12 for qualifying lead hazard reduction projects and must designate 

13 an agency within the city to issue certificates of completion of 

14 qualifying projects. For purposes of this subdivision, "lead 

15 hazard reduction" has the same meaning as in section 144.9501, 

16 subdivision 17. 

17 The property owner must obtain a certificate from the city 

18 stating that the project has been completed and stating the cost 

19 incurred by the owner in completing the project. Only projects 

~20 originating after April 1, 2004, may qualify for exclusion under 

21 this subdivision. The property owner shall apply fo~ a 

22 valuation exclusion to the assessor on a form prescribed by the 

23 assessor. 

4 A qualifying property is eligible for a valuation exclusion 

25 equal to 50 percent of the actual costs incurred, to a maximum 

26 exclusion of $15,000, for a period of five years. The valuation 

27 exclusion shall terminate upon the sale of the property. If a 

28 property owner applies for exclusion under this subdivision 

29 between January 1 and June 30 of any year, the exclusion shall 

30 first apply for taxes payable in the following year. If a 

31 property owner applies for exclusion under this subdivision 

32 between July 1 and December 31 .of· any year, the exclusion shall .- _ 

33 first apply for taxes payable in the second following year. 

~.4 [EFFECTIVE DATE.] This section is effective for taxes 

~5 payable in 2006 and subsequent years. 

36 Sec. 16. Minnesota Statutes 2004, section 273.111, is 
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1 amended by adding a subdivision to read: 

2 Subd. 86. [APPLICATIONS; DENIED BY COUNTY.] Beginning with 

3 applications filed for the 2005 asiessment year, all 

~ applications for deferment of taxes and assessment under this 

5 section that have been denied by the county shall be forwarded 

6 to the commissioner of revenue by the county assessor wi thi.n 30 

7 days of denial. For the purpose of monitoring compliance with 

0· this section, the commissioner of revenue shall compile a report 

9 identifying all denied applications, the reason for the denial 

10 and any commissioner action or recommendation. This report will 

11 be annually submitted to the chairs of the house and senate tax 

12 committees on or before February 1. 

13 [EFFECTIVE DATE.] This section is effective for 

14 applications filed after the day following final enactment. 

15 Sec. 17. Minnesota Statutes 2004, section 273.123, 

16 subdivision 7, is amended to read: 

17 Subd. 7. [LOCAL OPTION; OTHER PROPERT~.] The owner of 

18 homestead property not qualifying for an adjustment in valuation 

19 pursuant to subdivisions 1 to 5 or of nonhomestead-property may 

20 receive a reduction in the amount of taxes payable on the 

21 property for the ~ear in which the destruction occurs and in the 

.22 following year if: 

23 (a) 50 percent or more of the homestead dwelling or other 

24 structure, as established by the county assessor, is 

25 unintentionally or accidentally destroyed or contaminated by 

26 mold and the homestead is uninhabitable or the other structure 

27 is not usable; 

28 (b) the owner of the property makes written application to 

29 the county assessor as soon as practical after the damage has 

30 occurred; and 

31 (c) the owner of the property makes written application to 

32 the county board. 

33 The coun~y board may grant a reduction in the amount of 

34 property tax which the owner must pay on the qualifying property 

35 in the year of destruction and in the following year. Any 

36 reduction in the amount of tax payable which is authorized by 
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1 county board action shall be calculated based upon the number of 

2 months that the home is uninhabitable or the other structure is 

3 unusable. The amount of net tax due from the taxpayer shall be 

4 multiplied by a fraction, the numerator of which is the number 

5 of months the dwelling was occupied by that taxpayer, or the 

6 number of months the other structure was used by the taxpayer, 

7 and the denominator of which is 12. For purposes of this 

8 subdivision, if a structure is occupied or used for a fraction 

9 of a month, it is considered a month. "Net tax" is defined as 

10 the amount of tax after the subtraction of all of the state paid 

11 property tax credits. If application is made following payment 

12 of all property taxes due for the year of destruction, the 

1_3 amount of the reduction_ granted by the county board shall be 

14 refunded to the taxpayer by the county treasurer as soon as 

15 practical. 

16 Any reductions or refunds approved by the county board 

17 shall not be subject to approval by the commissioner of revenue. 

18 The county board may levy in the following year the amount 

19 of tax dollars lost to the county government as a result of the 

20 reductions granted pursuant to this subqivision. 

21 [EFFECTIVE DATE.] This section is effective for property 

.22 taxes payable in 2005 and thereafter. 

23 Sec. 18. Minnesota Statutes 2004, section 273.124, 

4 subdivision 14, is amended to read: 

25 Subd. 14. [AGRICULTURAL HOMESTEADS; SPECIAL PROVISIONS.] 

26 (a) Real estate of less than ten acres that is the homestead of 

27 its owner must be classified as class 2a under section 273.13,. 

28 subdivision 23, paragraph (a), if: 

29 (1) the parcel on which the house is located is contiguous 

30 on at least two sides to (i) agricultural land, (ii) land owned 

31 or ·administered by the United States Fish and Wildlife Service, 

32 or (iii) land administered by the Department of Natural 

33 Resources on which in lieu taxes are paid under sections 477A.ll 

~4 -to 477A.14; 

~5 (2) its owner also owns a noncontiguous parcel of 

36 agricultural land that is at least 20 acres; 
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1 (3) the noncontiguous land is located not farther than four 

2 townships or cities, or a combination of townships or cities 

3 from the homestead; and 

4 (4) the agricultural use value of the noncontiguous land 

5 and farm buildings is equal to at least 50 percent of the market 

· 6 value of the house, garage, and one acre of land. 

7 Homesteads initially classified as class 2a under the 

8 provisions of this paragraph shall remain classified as class 

9 2a, irrespective of ~ubsequent changes in the use of adjoining 

10 properties, as long as the homestead remains under the same 

11 ownership, the owner owns a noncontiguous parcel of agricultural 

12 land that is at least 20 acres, and the agricultural use value 

13 qualifies under clause (4). Homestead classification under this 

14 paragraph is limited to property that qualified under this 

15 paragraph for the 1998 assessment. 

16 (b)(i) Agricultural property consisting of at least 40 

17 acres shall be classified as the owner's homestead, to the same 

18 extent as other agricultural homestead property, if all of the 

19 following criteria are met: 

20 (1) the owner, the owner's spouse, or the son or daughter 

21 of the owner or owner's spouse, or the grandson or granddaughter 

22 of the owner or the owner's spouse, is actively farming the 

23 agricultural property, either on the person's own behalf as an 

24 individual or on behalf of a partnership operating a family 

25 farm, family farm corporation, joint family farm venture, or 

26 limited liability company of which the person is a partner, 

27 shareholder, or member; 

28 (2) both the owner of the agricultural property and the 

29 person who is actively farming the agricultural property under 

30 clause (1), are Minnesota residents; 

31 (3) neither the owner nor the spouse of the owner claims 
\ 

32 -another agricultural homestead ~n Minnesota; and 

33 (4) neither the owner nor the person actively farming· the 

34 property lives farther than four townships or cities, or a 

35 combination of four townships or cities, from the agricultural 

36 property, except that if the owner or the owner's spouse is 
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1 required to live in .employer-provided housing, the owner or 

2 owner's spouse, whichever is actively farming the agricultural 

3 property, may live more than four townships or cities, or 

4 combination of four townships or cities from the agricultural 

5 property. 

6 The relationship under this paragraph may be either by 

7 blood or marriage. 

8 (ii) Real property held by a trustee under a trust is 

9 eligible for agricultural homestead classification under this 

10 paragraph if the qualifications 'in clause (i) are met, except 

11 that "owner" means the granter of the trust. 

12 (iii) Property containing the residence of an owner who 

13 owns qualified property under clause (i) shall be classified as 

14 part of the owner's agriciultural homestead, if that property is 

15 also used for noncommercial storage or drying of agricultural 

16 crops. 

17 (c) Noncontiguous land shall be included as part of a 

18 homestead under section 273.13, subdivision 23, paragraph (a), 

19 only if 'the homestead is classified ·as class 2a and the detached 

20 land is lo~ated in the same township or city, or not farther 

21 than four townships or cities or combination thereof from the 

22 homestead. Any taxpayer of these noncontiguous lands must 

23 notify the county assessor that the noncontiguous land is part 

4 of the taxpayer's homestead, and, if the homestead is located in 

25 ·another county, the taxpayer must also notify the assessor of 

26 the other county. 

27 (d) Agricultural land used for purposes of a homestead an~ 

28 actively farmed by a person holding a vested remainder interest 

29· in it must be classified as a homestead under section 273 .. 13, 

30 subdivision 23, paragraph (a). If agricultural land is 

31 cl~ssified class 2a, any other dwellings on the land used for 

32 purposes of a homes-tead by .persons holding vested remainder 

33 interests who are actively engaged in farming the property, and 

-~4 up to one acre of the land surrounding each homestead and 

j5 reasonably necessary for the use of the dwelling as a home, must 

36 also be assessed class 2a. 
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-1 (e) Agricultural land and buildings that were class 2a 

2 homestead property under section 273.13, subdivision 23, 

3· paragraph (a), for the 1997 assessment shall remain classified 

4 as agricultural homesteads for subsequent assessments if: 

5 (1) the property owner abandoned the homestead dwelling 

6 located on the agricultural homestead as a result of the April 

7 1997 floods; 

8 (2) the property is located in the county of Polk, Clay, 

9 Kittson, Marshall, Norman, or Wilkin; 

10 (3) the agricultural land and buildings remain under the 

11 same ownership for the current assessment year as existed for 

12 the .1997 assessment year and continue to be used for 

13 agricultural purposes; 

14 (4) the dwelling occupied by the owner is located in 

15 Minnesota and is within 30 miles of one of the parcels of 

16 agricultural land that is owned by the taxpayer; and 

17 (5) the owner notifies the county assessor that the 

18 relocation was due to the 1997 floods, and the owner furnishes 

19 the assessor any information deemed necessary by the assessor in 

20 verifying the change in dwelling. Further notifications to the 

21 assessor are· not required if the property continues to meet all 

22 the requirements in this paragraph and any dwellings on the 

23 agricultural land remain uninhabited. 

24 (f) Agricultural land and buildings that were class 2a 

25 homestead property under section 273.13, subdivision 23, 

26 paragraph (a), for the 1998 assessment shall remain classified 

27 agricultural homesteads for subsequent assessments if: 

28 (1) the property owner abandoned the homestead dwelling 

29 located on the agricultural homestead as a result of damage 

30 caused by a March 29, 1998, tornado; 

31 (2) the property is located in the county of Blue Earth, 

32 Brown, Cottonwood, Lesueur, Nicollet, Nobles, or Rice; 

33 (3) the agricultural land and buildings remain under the 

34 same ownership for the current assessment year as existed for· 

35 the 1998 assessment year; 

36 (4) the dwelling occupied by the·owner is located in this 
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1 state and is within 50 miles of one of the parcels of 

2 agricultural land that is owned by the taxpayer; and 

3 (5) the owner notifies the county assessor that the 

4 relocation was due to a March 29, 1998, tornado, and the owner 

5 furnishes the assessor any information deemed necessary by the 

6 assessor in verifying the change in homestead dwelling. For 

7 taxes payable in 1999, the owner must notify the assessor by 

8 December 1, 1998. Further notifications to the assessor are not 

9 required if the property contin·ues to meet all the requirements 

10 in this paragraph and any dwellings on the agricultural land 

11 remain uninhabited. 

12 (g) Agricultural property consisting of at least 40 acres 

~3 of a family farm corporation, joint family farm venture, family 

J..4 farm limited liability company, or partnership operating a 

15 family farm as described under subdivision 8 shall be classified 

16 homestead, to the same extent as other agricultural homestead 

17 property, if all of the following criteria are met: 

18 (1) a shareholder, member, or partner of that entity is 

19 actively farming the agricultural property; 

20 (2) that shareholder, member, or partner who is actively 

21 farming the agricultural property is a Minnesota resident; 

22 ( 3) neither tha~, shareholder, member, or partner, nor the 

23 spouse of that shareholder, member, or partner claims another 

l agricultural homestead in Minnesota; and 

25 (4) that shareholder, member, or partner does not live 

26 farther than four townships or cities, or a combination of four 

27 townships or cities, from the agricultural property. 

28 Homestead treatment applies under this paragraph for. 

29 property leased to a family farm corporation, joint farm 

30 venture, limited liability company, or partnership operating a 

31 family farm if legal title to the property is in the name of an 

32 individual who is a member, shareholder, or partner in the 

33 entity • 

. "34 (h) To be eligible for the special agricultural homestead 

~6 under this subdivision, an initial full application must be 

36 submitted to the county assessor where the property is located. 
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1 Owners 'and the persons who are actively farming the property 

2 shall be required to complete only a one-page abbreviated 

3 version of the application in each -subsequent year provided that 

4 none of the following items have changed since the initial 

5 application: 

6 (1) the day-to-day operation, administration, and financial 

7 risks remain the same; 

8 (2) the owners and the persons actively farming the 

9 property continue to live within the four townships or city 

10 criteria and are Minnesota residents; 

11 (3) the same operator of the agricultural property is 

12 listed with the Farm Service Agency; 

13 (4) a Schedule F or equivalent income tax form was filed 

14 for the most recent year; 

15 (5) the property's acreage is unchanged; and 

16 (6) none of the property's acres have been enrolled in a 

17 federal or state farm program since the initial application. 

18 The owners and any persons·who are actively farming the 

19 property must include the appropriate Social Security numbers, 

20 and sign and date the application. If any of the specified 

21 information has changed since the full application was filed, 

22 the owner must notify the assessor, and must complete a new 
\ 

23 application to determine if the property continues to qualify 

24 for the special agricultural homestead. The commissioner. of 

25 revenue shall prepare a standard reapplication form for use by 

26 the assessors. 

27 [EFFECTIVE DATE.] This section is effective for assessment 

28 year 2005 and thereafter, for taxes payable in 2006 and 

29 thereafter. 

30 Sec. 19. Minneso~a Statutes 2004, section 273.125, 

31 subdivision 8, is amended to read: 

32 Subd. 8. [MANUFACTURED HOMES; SECTIONAL STRUCTURES.] (a) 

33 In this section, "manufactured home" means a structure 

34 transportable in one or more sections, which is built on a 

35 permanent chassis, and designed to be used as a dwelling with or 

36 without a permanent foundation when connected to the required 
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1 utilities, and contains the plumbing, heating, air conditioning, 

2 and electrical systems in it. Manufactured home includes any 

3 accessory structure that is an addition or supplement to the 

4 manufactured home and, when installed, becomes a part of the 

5 manufactured home. 

6 (b) Except as provided in paragraph (c), a manufactured 

7 home that meets each of the following criteria must be valued 

8 and assessed as an improvement to real property, the·appropriate 

9 real property classification applies, and the valuation is 

10 subject to review and the taxes payable in the manner provided 

11 for real property: 

12. (1) the owner of the unit holds title to the land on which 

13 it is situated; 

~4 (2) the unit is. affixed to the land by a permanent 

15 . foundation or is installed at its location· in· accordance with 

16 the Manufactured Home Building Code in sections 327.31 to 

17 327.34, and rules adopted under those sections, or is affixed to 

18 the land like other real property in the taxing district; and 

19 (3) the unit is connected to public utilities, has a well 

20 and septic tank syste~, or is serviced by water and sewer 

21 facilities comparable to other real property in the taxing 

22 district. 

23 (c) A manufactured home that meets each of the following 

1 criteria must be assessed at the rate provided by the 

25 appropriate real property classification but must be treated as 

26 personal property, and the valuation is subject to review and 

27 the taxes payable in the manner provided in this section: 

28 (1) the own~r of the unii is a lessee of the land under the 

29 terms of a lease, or the unit is located in a manufactured home 

30 park, campground, or resort; 

31 (2) the unit is affixed to the land by a permanent 

32 foundation or is installed at its location in accordance with 

33 the Manufactured Home Buil~ing·code contained in sections 327.31 

3,4 to 327. 34, and the rules adopted under those sections, or is 

J affixed to the land like other real property in the taxing 

36 district; and 
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1 (3) the unit is connected to public utilities, has a well 

2 and septic tank system, or is serviced by water and sewer 

3 facilities comparable to other real-property in the taxing 

4 district. 

5 (d) Sectional structures must be valued and assessed as 
1

an 

6 improvement to real property if the owner of the structure holds 

7 title to the land on which it is located or is a qualifying 

8 lessee of the land under section 273.19. In this paragraph 

9 "sectional structure" means a building or structural unit that 

10 has been in whole or substantial part manufactured or 

11 constructed at an off-site location to be wholly or partially 

12 assembled on-site alone or with other units and attached to a 

13 permanent foundation. 

14 (e) The commissioner of revenue may adopt rules under the 

15 Administrative Procedure Act to establish additional criteria 

16 for the classification of manufactured homes and sectional 

17 structures under this subdivision. 

18 (f) A storage shed, deck, or similar improvement 

19 constructed on property that is leased or rented as a site for a 

20 manufactured home, sectional structure, park trailer, or travel 

21 trailer is taxable as provided in this section. In the case of 

22 property that is leased or rented as a site for a travel 

23 trailer, a storage shed, deck, or similar improvement on the 

24 site that is considered personal property under this paragraph 

25 is taxable only if its total estimated market value is over 

26 $500. The property is taxable as personal property to the 

27 lessee of the site if it is not owned by the owner of the site. 

28 The property is taxable as real estate if it is owned by the 

29 owner of the site. As a condition-of permitting the owner of 

30 the manufactured home, sectional structure, park trailer, or 

31 tra·vel trailer to construct improvements on the leased or rented 

32 site, the owner of the site must obtain the permanent home 

33 address of the lessee or user of the site. The site owner must 

34 provide the name and address to the assessor upon request. 

35 [EFFECTIVE DATE.] For purposes of Minnesota Statutes, 

36--sections 272.12 and 272.121, this section is effective the day 
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1 following final enactment. For all other purposes, this section 

2 is effective beginning with taxes payable in 2006, except that 

3 for any property treated as real p~operty under this section for 

4 the 2005 assessment that will be treated as personal property 

5 under this section for the 2006 assessment, an adjustment must 

6 be made to the 2005 assessment roll on or before July 1, 2005, 

7 to reflect· those changes. 

8 Sec. 20. [273.126] [CERTIFICATION OF LOW-INCOME RENTAL 

9 PROPERTY.] 

10 Subdivision 1. [REQUIREMENT.] Low-income rental property 

11 is entitled to classification as class 4d under section 273.13, 

12 subdivision 25, paragraph (e), for·a maximum period of five 

13 years if at least 75 percent of the units in the rental housing 

~4 property meet any of the following qualifications: 

15 (1) the units are subject to a housing assistance payments 

16 contract under Section 8 of the United States Housing Act of 

17 1937, as amended; 

18 (2) the units are rent-restricted and income-restricted 

19 units of a qualified low-income housing project receiving tax 

20 credits under section 42(g) of the Internal Revenue Code of 

21 1986, as amended; or 

22 (3) the units are financed by the Rural Housing Service of 

23 the United States Department of Agriculture and receive payments 

4 under the rental assistance program pursuant to Section 52l(a) 

25 of the Housing Act of 1949, as amended. 

26 Subd. 2. [APPLICATION.] (a) Application for certification 

27 under this section must be filed by March 31 of the levy year,. 

28 or at a later date if the Housing Finance Agency deems 

29 practicable. The application must be filed with the Housing 

30 Finance Agency, on a form prescribed by the agency, and must 

31 contain the information required by the Housing Finance Agency~ 

32 (b) Each application must include: 

33 (1) the property tax identification number; 

~4 (2) evidence that the property meets the requirements of 

JS subdivision l; and 

36 - (3) a true and correct copy of the financial statement 
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1 related to the property. 

2 (c) The Housing Finance Agency may charge an application 

3 fee approximately equal to the costs of processing and reviewing 

4 the applications but not to exceed $10 per unit. If imposed, 

5 the applicant must pay the application fee to the Housing 

6 Finance Agency. The fee must be deposited in the housing 

7 development fund. 

8 (d) An owner of low-income renta1 property certified under 

9 this section must reapply under this subdivision for· 

10 certification every five years. 

11 · Subd. 3. [CERTIFICATION.] By June 1 of each levy year, the 

12 Housing Finance Agency must certify to local assessors the 

13 properties that are qualified under this section and the number 

14 of units in the building that qualify. In making the 

15 certification, the Housing Finance Agency may rely on the 

16 application and any other supporting information that the agency 

·17 deems necessary from the property owner. 

18 [EFFECTIVE DATE.] Tnis section is effective for taxes 

19 payable in 2006 and subsequent years. 

20 Sec. 21. Minnesota Statu~es 2004, section 273.13, 

21 stibdivision 22, is amended to read: 

. 22 Subd. 22. [CLASS l.] (a) Except as provided in subdivision 

23 23 and in paragraphs (b) and (c), real estate which is 

24 residential and used for homestead purposes is· class la. In the 

25 case of a duplex or triplex in which one of the units is used 

26 for homestead purposes, the entire property is deemed to be used 

27 for homestead purposes. The market value of class la property 

28 must be determined based upon the value of the house, garage, 

29 and land. 

30 The first $500,000 of market value of class la p~operty has 

31 a net class rate of one percent of its market value; and. the 

32 market value of class la property that exceeds $500,000 has a 

33 class rate of_ 1.25 percent of its market value. 

34 (b) Class lb property includes homestead real estate or 

35· homestead manufactured homes used for the purposes of a 

3.6 homestead by 
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1 (1) any.person who is blind as defined in section 2560.35, 

2 or the blind person and the blind person's spouse; or 

3 (2) any person, hereinafter referred to as 11 veteran, 11 who: 

4 (i) served in the active military or naval service of the 

5 United States; and 

6 (ii) is entitled to compensation under the laws and 

7 regulations of the United States for permanent and total 

8 service-connected disability due to the loss, or loss of use, by 

9 reason of amputation, ankylosis, progressive muscular 

10 dystrophies, or paralysis, of both lower extremities, such as to 

11 preclude motion without the aid of braces, crutches, canes, or a 

12 wheelchair; and 

~3 (iii) has acquired a special housing unit. with special 

14 fixtures or movable facilities made necessary by the nature of 

15 the veteran's disability, or the surviving spouse of the 

16 deceased veteran for as long as the surviving spouse retains the 

17 special housing unit as a homestead; or 

18 (3) any person who is permanently and totally disabled. 

19 Property is classified and assessed under clause (3) only 

20 if the government agency or income-providing source certifies, 

21 upon the request of the homestead occupant, that the homestead 

22 occupant satisfies the disability requirem~rits of this paragraph. 

23 Property is classified and assessed pursuant to clause (1) 

4 only if the commissioner of revenue certifies to the assessor 
\ 

25 that the homestead occupant satisfies the requirements of this 

26 paragraph. 

27 Permanently and totally disabled for the purpose of this . 

28 subdivision means a condition which is permanent in nature and 

29 totally incapacitates the person from working at an occupation 

30 which brings the person an income. The first $3~7999 $50,000 

31 market value of class lb property has a net class rate of .45 

32 -percent of its market value. The remaining market value of 

33 class lb property has a class rate using the rates fot class la 

~4 or class 2a property, whichever is appropriate, of similar 

~5 market value. 

36 (c) Class le property is commercial use real property that 
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1 abuts a lakeshore line and is devoted to temporary and seasonal 

2 residential occupancy for recreational purposes but not devoted 

3 to commercial purposes for more than 250 days in the year 

4 preceding the year of assessment, and that includes a portion 

5 used as a homestead by the owner, which includes a dwelling 

6 occupied as a homestead by a shareholder of a corporation that 

7 owns the resort, a partner in a partnership that owns the 

8 resort, or a member of a limited liability company that owns the 

9 resort even if the title to the homestead is held by the 

10 corporation, partnership, or limited liability company. For 

11 purposes of this clause,·property is devoted to a commercial 

12 purpose on.a speci£ic day if any portion of the property, 

13 excluding the portion used exclusively as a homestead, is used 

14 for residential occupancy and a fee is charged for residential 

15 occupancy. The first $5991999 $300,000 of market value of class 

16 le property has a class rate of ene 0.55 percent, and the 

17 reme±n±ng next $1,500,000 of market value of class le property 

18 has a class rate of on~ pe~cent1-w±th-tbe-£eiiew±ng-i±m±tet±eft~. 

19 the-eree-e£-the~preperty-mttst~net-exeeed-i99-£eet~e£-ie~eshere 

20 £eetege-£er-eeeh-eae±n-er-eamps±te-ieeated-en-the-preperty-ttp-te 

21 a-tetai-e£-899-£eet-and-599-£eet-±n-depth7-meesttred-away-£rem· 

22 the-ia~eshore. Any remaining market value is class 4c 

23 property~ If any portion of the class le resort property is 

24 classified as class 4c under subdivision 25, the entire property 

25 must meet the requirements of subdivision 25, paragraph (d), 

26 clause (1), to qualify for class le treatment under this 

27 paragraph. 

28 (d) Class ld property includes structures that meet all of 

29 the following criteria: 

30 (1) the structure is located on.property that is classified 

31 as agricultural property under section 273.13, subdivision 23; 

32 (2) the structure is occupied exclusively by season~l farm~ 

33 workers during the time when they work on that farm, and the 

. 34 occupants are not charged rent for the privilege of occupying 

35 the property, provid~d that use of the structure for storage of 

36 farm equipment and produce does not disqualify the property from 
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1 classification under this paragraph; 

2 (3) the structure meets all applicable health and safety 

3 requirements for the appropriate season; and 

4 (4) the structure is not salable as residential property 

5 because it does not comply with local ordinances relating to 

6 location in relation to streets or roads. 

7 The market value of class ld property has the same class 

8 rates as class la property under paragraph (a). 

9 [EFFECTIVE DATE.] This section is effective for taxes 

10 levied in 2005, payable in 2006, and thereafter. 

11 Sec. 22. Minnesota Statutes 2004, section 273.13, 

12 subdivision 23, is amended to read: 

l3 Subd. 23. [CLASS 2.] (a) Class 2a property is agricultural 

14 land including any improvements that is homesteaded. The market 

15 · value of the house and garage and immediately surrounding one 

16 acre of land has the same class rates as class la property under 

17 subdivision 22. The value of the remaining land including 

18 improvements up to aftd-±fte%ttd±ftg-$6097099-markee-~a%tte $750,000 

19 has a net class rate of 0.55 percent of market value. The 

20 remaining properey value over $6007900-markee-~aitte $750,000 has 

21 a class rate of one percent of market value. 

22 (b) Class 2b property is (1) real estate, rural in 

23 character and used exclusively for growing trees for timber, 

.4 lumber, and wood and wood products; (2) real estate that is not 

25 improved with a structure and is used exclusively for growing 

26 trees for timber, lumber, and wood and wood products, if the 

27 owner has participated or is participating in a cost-sharing 

28 program for afforestation, reforestation, or· timber stand 

29 improvement on that particular property, administered or 

30 coordinated by the commissioner of natural resources; (3) real 

31 estate that is nonhomestead agricultural land; or (4) a landing 

32 area or public access area of a privately owned public use 

33 airport. Class 2b property has a net class rate of one percent 

14 of market value. 

35 (c) Agricultural land as used in this section means 

36 contiguous acreage of ten acres or more, used during the 
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1 preceding year for agricultural purposes. "Agricultural 

2 purposes" as used in this section means the raising or 

3 cultivation of agricultural products. "Agricultural purposes" 

4 also includes enrollment in the Reinvest in Minnesota program 

5 under sections 103F.501 to 103F.535 or the federal Conservation 

6 Reserve Program as contained in Public Law 99-198 if the 

7 property was classified as agricultural (i) under this 

8 subdivision for the assessment year 2002 or (ii) in the year 

9 prior to its enrollment. Contiguous acreage on the same parcel, 

10 or contiguous acreage on an immediately adjacent parcel under 

11 the same ownership, may also qualify as .agricultural land, but 

12 only if it is pasture, timber, waste, unusable wild land, or 

13 land included in state or federal farm programs. Agricultural 

14 classification for property shall be determined excluding the 

15 house, garage, and immediately surrounding one acre of land, and 

16 shall not be based upon the market value of any residential 

17 structures on the parcel or contiguous parcels under the same 

18 ownership. 

19 (d) Real estate~ excluding the house, garage, and 

20 immediately surrounding one acre of land, of less than ten acres 

21 which is exclusively and intensively used for raising or 

22 cultivating agricultural produ~ts, shall be considered as 

23 agricultural land. 

24 Land shall be classified as agricultural even if all or a 

25 portion of the agricultural use of that property is the leasing 

26 to, or use by another person for agricultural purposes. 

27 Classification under this subdivision is not determinative 

28 for qualifying under section 273.111. 

29 The property classification under this section supersedes, 

30 for property tax purposes only, any locally administered 

31 agricultural policies or land use restrictions that define 

32 minimum or maximum farm acreage. 

33 (e) The term "agricultural products" as used in this 

34 subdivision includes production for sale of: 

35 (1) livestock, dairy animals, dairy products, poultry and 

36 poultry products, fur-bearing animals, horticultural and nursery 
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1 stock, fruit of all kinds, vegetables, forage, grains, bees, and 

2 apiary products by the owner; 

3 (2) fish bred for sale and consumption if the fish breeding 

4 occurs on land zoned for agricultural use; 

5 (3) the commercial boarding of horses if the boarding is 

6 done in conjunction with raising or cultivating agricultural 

7 products as defined in clause (l); 

8 (4) property which is owned and operated by nonprofit 

9 organizations used for equestrian activities, excluding racing; 

10 (5) game birds and waterfowl bred and raised for use on a 

11 shooting preserve licensed under section 97A.115; 

12 (6) insects primarily bred to be used as food for animals; 

13 (7) trees, grown for sale as a crop, and not sold for 

14 timber, lumber, wood, or wood products; and 

15 (8) maple syrup taken from trees grown by a person licensed 

16 by the Minnesota Department of Agriculture under chapter 28A as 

17 a food processor. 

18 (f) If a parcel used for agricultural purposes is also used 

19 for commercial or industrial purposes, including but not limited 

20 to: 

21 (1) wholesale and retail sales; 

22 (2) processing of raw agricultural products or other goods; 

23 (3) warehousing or storage of processed goods; and 

24 (4) office facilities for the support of the activities 

25 enumerated in clauses (1), (2), and (3), 

26 the assessor shall classify the part of the parcel used for 

27 agricultural purposes as class lb, 2a, or 2b, whichever is 

28 appropriate, and the remainder in the class appropriate to its 

29 use. The grading, sorting, and packaging of raw agricultural 

30 products for first sale is considered an agricultural purpose. 

31 A greenhouse or other building where horticultural or nursery 

32 product$ are grown that is also used for the conduct of retail 

33 sales must be classified as agricultural if it is primarily used 

·. 34 for the growing of horticultural or nursery products from seed, 

35 cuttings, or roots and occasionally as a showroom for the retail 

36 sale of those products. Use of a greenhouse or building only 
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1 for the display of already grown horticultural or nursery 

2 products does not qu~lify as an agricultural purpose. 

3 The assessor shall determine and list separately on the 

4 records the market value of the homestead dwelling and t:Oe one 

5 acre of land on which that dwelling is located. If any farm 

6 buildings or structures are located on this homesteaded acre of 

7 land, their market value shall not be included in this separate 

8 determination. 

9 (g) To qualify for classification under paragraph (b), 

10 clause (4), a privately owned public use airport must be 

11 .licensed as a public airport under section 360.018. For 

12 purposes of paragraph (b), clause (4), "landing area" means that 

13 part of a privately owned public use airport properly cleared, 

14 regularly maintained, and made available to the public for use 

15 by aircraft and includes runways, taxiways, aprons~ and sites 

16 upon which are situated landing or navigational aids. A landing 

17 area also includes land underlying both the primary surface and 

18 the approach surfaces that comply with all of the following: 

19 (i) the land is properly cleared and regularly maintained 

20 for the _primary purposes of the landing, taking off, and taxiing 

21 of aircraft: but that portion of the land that contains 

22 facilities for servicing, repair, or maintenance of aircraft is 

23 not included as a landing area: 

24 (ii) the land is part of the airport property: and 

25 (iii) the land is not used for commercial or residential 

26 purposes. 

27 The land contained in a landing area under paragraph (b), clause 

28 (4), must be described and certified by the commissioner of 

29 transportation. The certification is effective until it is 

30 modified, or until the airport or landing area no longer meets 

31 the requirements of paragraph (b), clause (4). For purposes of 

32 parag·raph ( b), clause ( 4), "public. access area" means property 

33 used as an aircraft parking ramp, apron, or storage hangar, or 

34 an arrival and departure building in connection with the airport. 

35 [EFFECTIVE DATE.] This section is effective for taxes 

36 payable in 2006 and thereafter. 
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1 Sec. 23. Minnesota Statutes 2004, section 273.13, 

2 subdivision 25, is am~nded to read: 

3 Subd. 25. [CLASS 4.] (a) Class 4a is residential real 

4 estate containing four or more units and used or held for use by 

5 the owner or by the tenants or lessees of the owner as a 

6 residence for rental periqds of 30 days or more, excluding 

7 property qualifying for class 4d. Class 4a also includes 

8 hospitals licensed under sections 144.50 to 144.56, other than 

9 hospitals exempt under section 272.02, and contiguous property 

io used for hospital purposes, without regard to whether the 

11 property has been platted or subdivided. The market value of 

12 class 4a property has a class rate ~f iT8-pereene-£or-eexes 

13 peyebie-±n-%00%7-iT5-pereene-£or-eexes-peyebie-±n-%0037-end 1.25· 

14 percent £or-eexes-peyebie-±n-%004-end-eheree£eer,-exeepe-ehee 

15 eiess-4e-properey-eons±se±ng-o£-e-sertteettre-£or-wh±eh 

16 eonserttee±on-eommeneed-a£eer-attne-30,-%eei,-hes-e-eiess-reee-o£ 

17 iT%5-pereene-o£-mar~ee-~aitte-£or-eaxes-payabie-±n-%003-end 

18 sttbseqttene-years. 

19 (b) Class 4b includes: 

20 (1) residential real estate containing less than four units 

21 that does not qualify as class 4bb, other than seasonal 

22 residential recreational property; 

23 (2) manufactured homes not classified under any other 

,4 provision; 

25 (3) a dwelling, garage, and surrounding one acre of 

26 property on a nonhomestead farm classified under subdivision 23, 

27 paragraph {b) containing two or three units; and· 

28 (4) unimproved property that is classified residential as 

29 determined under subdivision 33. 

30 The market value of class 4b property has a class rate of 

31 iT5~pere~ne-£or-eaxes-peyabie-±n-%00%,-end 1.25 percent £or 

32 eaxes-peyabie-±n-%003-and-eherea£eer. 

33 {c) Class 4bb includes: 

-~4 (1) nonhomestead residential real estate containing one 

35 unit, other than seasonal residential recreational property; and 

36 (2) a single family dwelling, garage, and surrounding one 
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1 acre .of property on a nonhomestead farm classified under 

2 subdivision 23, paragraph (b). 

3 Class 4bb property has the same class rates as class la 

4 property under subdivision 22. 

5 Property that has been classified as seasonal residential 

6 recreational property at any time during which it has been owned 

7 by the current owner or spouse of the current owner does not 

8 qualify for class 4bb. 

9 (d) Class 4c property includes: 

10 (1) except as provided in subdivision 22, paragraph (c), 

11 real property devoted to temporary and seasonal residential 

12 occupancy for recreation purposes, including real property 

13 devoted to temporary and seasonal residential occupancy for 

14 recreation purposes and not devoted to commercial purposes for 

15 more than 250 days in the year preceding the year of 

16 assessment. For purposes of this clause, property is devoted to 

17 a commerc·ial purpose on a specific day if any portion of the 

18 property is used for residential occupancy, and a fee is charged 

19 for residential occupancy. In order for a property to be 

20 classified as class 4c, seasonal residential recreational for 

21 commercial purposes, at .least 40 percent of the annual gross 

22 lodging receipts related to the property must be from business 

23 conducted during 90 consecutive days and either (i) at least 60 

24 percent of all paid bookings by lodging guests during the year 

25 must be for periods of at least two consecutive nights; or (ii) 

26 at least 20 percent of the annual gross,receipts must be from 

27 charges for rental of fish houses, boats and motors, 

28 snowmobiles,.downhill or cross-country ski equipment, or charges 

29 for marina services, launch services, and guide services, or the 

30 sale of bait and fishing tackle. For purposes of this 

31 determination, a paid.booking of five or more nights shall be 

32 counted as two bookings. Class 4c also includes commercial use 
" -

33 real property used exclusively -for recreational purposes in 

34 conjunction with class 4c property devoted to temporary and 

35 seasonal residential occupancy for recreational purposes, up to 

36-- ~total of two acres, provided the property is not devoted to 
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- 1 commercial recreational use for more than 250 days in the year 

2 preceding the year of assessment and is located within two miles 

3 of the class 4c property with which-it is used. Class 4c 

4 property classified in this clause also includes the remainder 

5 of class le resorts provided that the entire property including 

6 that portion of the property classified as class le also meets 

7 the requirements for class 4c under this clause; otherwise the 

8 entire property is classified as class 3. Owners of real 

9 property devoted to temporary and seasonal residential occupancy 

10 for recreation purposes and all or a portion of which was 

11 devoted to commercial purposes for not more than 250 days in the 

12 year preceding the year of assessment desiring classification as 

l3 class le or 4c, must submit a declaration to the assessor 

14 designating the cabins or units occupied for 250 days or less in 

15 the year preceding the year of assessment by January 15 of the 

16 assessment year. Those cabins or units and a proportionate 

17 share of the land on which they are located will be designated 

18 class le or 4c as otherwise provided. The remainder of the 

19 cabins or units and a proportionate share of the land ori which 

20 they are located will be designated as class 3a. The owner of 

21 property desiring designation as c.lass le or 4c property must 

.22 provide guest registers or other records demonstrating that the 

23 units for which class le or '4c designation is sought were not 

l4 occupied for more than 250 days in the year preceding the 

25 assessment if so requested. The portion of a property operated 

26 

27 

28 

29 

30 

31 

32 

33 

'34 

35 

36 

as a (1) restaurant, (2) bar, (3) gift shop, and (4) other 

nonresidential facility operated on a commercial basis not 

directly related to temporary and seasonal residential occupancy 

for recreation purposes shall not qualify for class le or 4c; 

(2) qualified property used as a golf course if: 

(i) it is open to the public on a daily fee basis. It may 

charge membership fees or dues, but -a membership fee may not be 

required in order to use the property for golfing, and its green 

-fees for golfing must be comparable to green fees typically 

charged by municipal courses; and 

(ii) it meets the requirements of section 273.112, 
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1 subdivision 3, paragraph (d). 

2 A structure used as a clubhouse~ restaurant~ or place of 

3 refreshment in conjunction with th~ golf course is classified as 

4 class 3a property; 

5 (3) real property up to a maximum of one acre of land owned 

6 by a nonprofit community service oriented organization; provided 

7 that the property is ·not used for a revenue-producing activity 

8 for more than six days in the calendar year preceding the year, 

9 of assessment and the property is not used for residential 

10 purposes on either a temporary or permanent basis. For purposes 

11 of this clause, a "nonprofit community service oriented 

. 12 organization" means any corporation, society, association, 

13 foundation, or institution organized and operated exclusively 

14 for charitable, religious, fraternal, civic, or educational 

15 purposes, and which is exempt from federal income taxation 

16. pursuant to section 50l(c)(3), (10), or (19) of the Internal 

17 Revenue Code of 1986, as amended through December 31, 1990. For 

18 purposes of this clause~ "revenue-producing activities" shall 

19 include but not be limited to property or that portion of the 

20 property that is used as an on-sale intoxicating liquor or 3.2 

21 percent malt liquor establishment licensed under chapter 340A, a 

22 restaurant open to the public, bowling alley, a retail store, 

23 gambling conducted by organizations licensed under chapter 349, 

24 an insurance business, or office or other space leased or rented 

25 to a lessee who conducts a for-profit enterprise on the 

26 · premises. Ariy portion of the property which is used for 

27 revenue-producing activities for more than six days in the 

28 calendar year preceding the year of assessment shall be assessed 

29 as class 3a. The use of the property for social events open 

30 e~clusively to members and their guests for periods· of less than 

31 24.hours, when an admission is not charged nor any revenues are 

32 received by the organization shall not be considered a 

33 revenue-producing activity; 

34 (4) postsecondary student housing of not more than one acre 

35 of land that is owned by a nonprofit corpor~tion organized under 

36 chapter 317A and is used exclusively by a student cooperative, 
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l sorority, or fraternity for on-campus housing or housing located 

2 within two miles of the border of a college campus; 

3 (5) manufactured home parks as-defined in section 327.14, 

4 subdivision 3; 

5 (6) real property that is actively and exclusively devoted 

6 to indoor fitness, health, social, recreational, and related 

7 uses, is owned and operated by a not-for-profit corporation, and 

8 is located within the metropolitan area as defined in section 

9 473.121, .subdivision 2; 

10 (7) a leased or privately owned noncommercial aircraft 

11 storage hangar not exempt under section 272.01, subdivision 2, 

12 and the land on which it is located, provided that: 

13 (i) the land is on an airport owned or operated by a city, 

14 town, county, Metropolitan Airports Commission, or group 

15 thereof; and 

16 (ii) the land lease, or any ordinance or signed agreement 

17 restricting the use of the leased premise, prohibits commercial 

18 activity performed at the hangar. 

19 If a hangar classified under this clause is sold after June 

20 30, 2000, a bill of sale must be filed by the new owner with the 

21 assessor of the county where the property is located within 60 

22 days of the sale; eftd 

23 (8) a privately owned noncommercial aircraft storage hangar 

;4 not exempt under section 272.01, subdivision 2, and the land on 

25 which it is located, provided that: 

26 (i) the land abuts a public airport; and 

27 (ii) the owner of the aircraft storage hangar provides the 

28 assessor with a signed agreement restricting the use of the 

29 premises, prohibiting commercial use or activity performed at 

30 the hangar; and 

31 ill residential real estate, a portion of which is used by 

32 -the owner for homestead purpose~, and that is also a place of 

33 lodging, if all of the following criteria are met: 

34 (i) rooms are provided for rent to transient guests that 

35 generally stay for periods of 14 or fewer days; 

36 (ii) meals are provided to persons who rent rooms, the cost 
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1 of which is incorporated in the basic room rate; 

2 (iii) meals are not provided to the general public except 

3 for special events on fewer than seven days in the calendar year 

4 preceding the year of° the assessment; and 

5 (iv) the owner is the operator of the property. 

6 The market value subject to the 4c classification under this 

7 clause is limited to five rental units. Any rental units on the 

8 property in excess of five, must be valued and assessed as class 

9 3a. The portion of the property·used for· purposes of a 

10 homestead by the owner must be classified as class la property 

11 under subdivision 22. 

12 Class 4c property has a class rate of 1.5 percent of market 

13 value, except that (i) each parcel of seasonal residential 

14 recreational property not used for commercial purposes has the 

15 ,same class rates as class 4bb property, (ii) manufactured home 

16 parks assessed under clause (5) have the same class rate as 

17 class 4b property, (iii) commercial-use seasonal residential 

18 recreational property has a class rate of one percent for the 

19 first $500,000 of market value, which includes any market value 

20 receiving the one percent rate under subdivision 22, and 1.25 

21 percent for the remaining market value., (iv) the market value of 

22 property described in clause (4) has a class rate of one 

23 percent, (v) the market value of property described in clauses 

24 (2) and (6) has a class rate of 1.25 percent, and (vi) that 

25 portion of the market value of property in clause (8) qualifying 

26 for class 4c property has a class rate of 1.25 percent. 

27 (e) Class 4d property is qualifying low-income rental 

28 housing certified to the assessor by the Housing Finance Agency 

29 under section 273.126, subdivision 3. If only a portion of the 

30 units in the building qualify as low-income rental housing units 

31 as.certified under section 273.126, subdivision·3, only the 

32 proportion of qualifying units to the total number of units-in--

33 the building qualify for class 4d. The remaining portion of the 

34 building shall be classified by the assessor based upon its 

35 use. Class 4d also includes the same proportion of land as the 

36 qualifying low-income rental housing units are to the total 
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1 units in the building. For all properties qualifying as class 

2 4d, the market value determined by the assessor must be based on 

3 the normal approach to value using normal unrestricted rents. 

4 Class 4d property has a class rate of 1.0 percent. 

5 [EFFECTIVE DATE.] This section is effective for taxes 

6 payable in 2006 and subsequent years. 

7 Sec. 24. Minnesota Statutes 2004, section 273.13, is 

8 amended by adding a subdivision to read: 

9 Subd. 34. [HOMESTEAD OF DISABLED VETERAN OR SURVIVING 

10 SPOUSE.] (a) The first $200,000 of market value of property 

11 qualifying for homestead classification under subdivision 22 or 

12 23 is excluded in determining the property•s taxable market 

13 value if it serves as the homestead of a military veteran, as 

14 defined in section 197.447, who has a total and permanent 

15 service-connected disability. To qualify for exclusion under 

16 this subdivision, the veteran must have been honorably 

17 discharged from the United States armed forces, as indicated by 

18 United States Government Form DD214 or other official military 

19 discharge papers, and must be certified by the United States 

20 Veterans Administration as having a total (100 percent) and 

21 permanent sarvice-connected disability. 

22 (b) If a disabled veteran qualifying for a valuation 

23 exclusion under paragraph (a) predeceases the veteran's spouse, 

.4 and if upon the death of the veteran the spouse holds the legal 

25 or beneficial title to the homestead and permanently resides 

26 there, the exclusion shall carry over to the benefit of the 

27 veteran's spouse until such time as the spouse remarries or 

28 sells or otherwise disposes of the property. 

29 (c) In the case of an agricultural homestead, only the 

30 portion of the property consisting of the house and garage and 

31 immediately surrounding one acre of land qualifies for the 

32 valuation exclusion under this subdivision. 

33 (d) A property owner attempting to first gualify for a 

14 valuation exclusion under this subdivision must apply to the 

~5 assessor by July 1 of the assessment year, except that for 

36 assessment year 2005 application may be made until September 1, 
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1 2005. The application must be accompanied by supporting 

2 documentation as required by the assessor. Once a property has 

3 ·been accepted for a valuation exclusion under this subdivision, 

4 the property continues to qualify until there is a change in 

5 ownership of the property. 

6 (e) The value of any qualifying property in excess of 

7 $200,000 must be treated exactly the same as if the first 

8 $200,000 in value had not been excluded, for purposes of 

9 determining the appropriate class rate. A property qualifying 

10 for exclusion under this subdivision shall not be eligible for 

11 the credit under section 273.1384, subdivision 1. 

12 [EFFECTIVE DATE.] This section is effective for assessment 

13 year 2005 and thereafter, for taxes payable in 2006 and 

14 thereafter. 

15 Sec. 25. Minnesota Statutes 2004, section 274.01, 

16 subdivision 1, is amended to read: 

17 Subdivision 1. [ORDINARY BOARD; MEETINGS, DEADLINES, 

18 GRIEVANCES.] (a) The town board of a town, or the council or 

19 other governing body of a city, is the board of appeal and 

20 equalization except (1) in ·cities whose charters provide for a 

21 board of equalization or (2) in any city or town that has 

22 transferred its local board of review power and duties to the 

23 county board as provided in subdivision 3. The county assessor 

24 shall fix a day and time when the board or the board of 

25 equalization shall meet in the assessment districts of the 

26 county. Notwithstanding any law or city charter to the 

27 contrary, a city board of equalization shall be referred to as.a 

28 board of appeal and equalization. On or before February 15 of 

29 each year the assessor shall give written notice of the time to 

30· the city or town clerk. Notwithstanding the provisions of any 

31 charter to the contrary, the meetings must be held between April 

32 1 and M~y 31 each year. The clerk shall give published and 

33 posted notice of the meeting at least ten days before the date 

34 of the meeting. 

35 The board shall meet at the office of the clerk to review 

36 the assessment and classification of property in the town or 
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1 city. No changes in valuation or classification which are 

2 intended to correct errors in judgment by the county assessor 

3 may be made by the county assessor -after the board has adjourned 

4 in those cities or towns that hold a local board of review; 

5 however, corrections of errors that are merely clerical in 

6 nature or changes that extend homestead treatment to property 

7 are permitted after adjournment until the tax extension date for 

8 that assessment year. The changes must be fully documented and 

9 maint~ined in the assessor's offide and must be available for 

10 review by any person. A copy of the changes made during this 

11 period in those cities or towns that hold a local board of 

12 review must be sent to the county board no later than December 

13 31 of the assessment year. 

14 (b) The board shall determine whether the taxable property 

15 in the town or city has been properly placed on the list and 

16 properly valued by the assessor. If real or personal property 

17 has been omitted, the board shall place it on the list with its 

18 market value, and correct the assessment so that each tract or 

19 lot of real property, and each article, parcel, or class of 

20 personal property, is entered on the assessment list at its 

21 market value. No assessment of the property of any person may 

22 be raised unless the person has been duly notified of the intent 

23 of the board to do so. On application of any person feeling 

4 aggrieved, the board shall review the assessment or 

25 classification, or both, and correct it as appears just. ~he 

26 board-may-ftot-ma~e-aft-±ftd±v±dtta%-mar~et-va%tte-adjttstmeftt-or 

27 e%ass±£±eat±oft-enaftge-tnat-wott%d-befte£±t-tne-property-±ft-eases. 

28 wnere-tne-owfter-or-other-persoft-nav±ftg-eofttro%-over-tne-property 

29 w±%%-ftot-perm±t-the-assessor-to-±ftspeet-the-property-afte-tne 

30 ±ftter±or-o£-afty-btt±%d±ftgs-or-strttetttresT 

31 (c) A local board may reduce assessments upon petition of 

32 the taxpayer but the total reductions must not reduce the 

33 aggregate assessment made by the county assessor by more than 

~4 one percent. If the total reductions would lower the aggregate 

~5 assessments made by the county assessor by more than one 

36 percent, none of the adjustments may be made. The assessor 
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1 shall correct any clerical errors or double assessments 

2 discovered by. the bo~rd without regard to the one percent 

3 limitation. 

4 (d) A local board does not have authority tb grant an 

5 exemption or to order property removed from the tax rolls. 

6 (e) A majority of the members may act at the meeting, and 

7 adjourn from day to day until they finish hearing the cases 

8 presented. The assessor shall attend, with the assessment books 

9 and papers, and take part in the proceedings, but must not 

. 10 vote. The county assessor, or an assistant delegated by the 

11 county assessor shall attend the meetings. The board shall list 

12 separately, on a form appended to the assessment book, all 

13 omitted property added to the list by the board and all items of 

14 property increased or decreased, with the market value of each 

15 item of property, added or changed by the board, placed opposite 

16 the item. The county assessor shall enter all changes made by 

17 the board in the assessment book. 

18 (f) Except as provided in subdivision 3, if a person fails 

19 to appear in person, by counsel, or by written communication 

20 before the board after being duly notified of the board's intent 

21 to raise the assessment of the property, or if ·a person feeling 

22 aggrieved by an assessment or classification fails to apply for 

23 a review of the assessment or classification,. the person may not 

24 . appear before the county board of appeal and equalization for a 

25 review of the assessment or classification. This paragraph does 

26 not apply if an assessment was made after the local board 

27 meeting, as provided in section 273.01, or if the person can 

28 establish not having received notice of market value at least 

29 five days before the local board meeting. 

30 (g) The local board must complete its work and adjourn 

31 within 20 days from the time of convening stated in the notice 

32 of the clerk, unless a longer period is approved by.the 

33 commissioner of revenue. No action taken after that date is 

34 valid. All complaints a·t ·,ut an assessment or classification 

35 made after the meeting o: the board must be heard and determined 

36 by the county board of equalization. A nonresident may, at any 
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1 time, before the meeting of the board file written objections to 

2 an assessment or classification with the county assessor. The 

3 objections must be presented to the-board at its meeting by the 

4 county assessor for its consideration. 

5 Sec. 26.· Minnesota Statutes 2004, section 275.025, 

6 subdivision 4, is amended to read: 

7 Subd. 4. [APPORTIONMENT AND LEVY OF STATE GENERAL TAX.] 

8 Ninety-five percent of the state general tax must be d±ser±btteed 

9 amoeg-ehe-eottee±es l~vied by applying a uniform rate to e~eh 

10 eotteeyis all commercial-industrial tax capacity and ±es five 

11 percent of the state general tax must be levied by applying a 

12 uniform rate to all seasonal residential recreational tax 

~3 capacity. W±eh±e-eaeh-eotteey7-ehe-eax-mttse-be-%e~±ed-by 

14 app%y~eg-a-tte±£orm-raee-aga±ese-eommere±a%-±edttser±a%-eax 

15 eapae~ey-aed-seasoea%-res±deee±a%-reereae±oea%-eax-eapae±ty• On 

16 or before October 1 each year, the commissioner of revenue shall 

17 certify a the preliminary state general levy raee rates to each 

18 county auditor that must be used to prepare the notices of 

19 proposed property taxes for taxes payable in the following 

20 year. By January 1 of each year, the commissioner shall certify 

21 the final state general levy rate to each county au~itor that 

22 shall be used in spreading taxes. 

23 [EFFECTIVE DATE.] This section is effective for taxes 

4 payable in 2006 and thereafter. 

25 Sec. 27. Minnesota Statutes 2004, section 276.04, 

26 subdivision 2, is amended to read: 

27 Subd. 2. [CONTENTS OF TAX STATEMENTS.] (a) The treasurer. 

28 shall provide for the printing of the tax statements.· The 

29 commissioner of revenue shall prescribe the form of the property 

30 tax statement and its contents. The statement must contain a 

31 tabulated statement of the dollar amount due to each taxing 

32 authority and the amount of the state tax from the parcel of 

33 real property for which a particular tax statement is prepared. 

~4 The dollar amounts attributable to the county, the state tax, 

~5 the voter approved school tax, the other local school tax, the 

36 township or municipality, and the total of the metropolitan 
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1 special taxing districts as defined in section 275.065, 

2 subdivision 3, paragraph (i), must be separately stated. The 

3 amounts due all other special taxing districts, if any, may be 

4 aggregated except.that any levies made by the regional rail 

5 authorities in the county of Anoka, Carver, Dakota, Hennepin, 

6 Ramsey, Scott, or Washington under chapter 398A shall be listed 

7 on a separate line directly under the appropriate county's 

8 levy. If the county levy under this paragraph includes an 

9 amount for a lake improvement district as defined under sections 

10 103B.501 to 103B.581, the amount attributable for that purpose 

11 must be separately stated from the remaining county levy 

12 amount. ln the case of Ramsey County, if the county levy under 

13 this paragraph includes an amount for public library service 

14 under section 134.07, the amount attributable for that purpose 

15 may be separated from the remaining county levy amount. The 

16 amount of the tax on homesteads qualifying under the senior 

17 citizens• property tax deferral program under chapter 290B is 

18 the total amount of property tax before subtraction of the 

19 deferred property tax amount. The amount of the tax on 

20 contamination value imposed under sections 270.91 to 270.98, if 

21 any, must also be separately stated. The dollar amounts, 

.22 including the dollar amount of any special assessments, may be 

23 rounded to the· nearest even whole dollar. For purposes of this 

24 section whole odd-numbered dollars may be adjusted to the next 

25 higher even-numbered dollar. The amount of market .value 

26 excluded under section 273.11, subdivision 16, if any, must also 

27 be listed on the tax statement. 

28 (b) The property tax statements for manufactured homes and 

29 sectional structures taxed as personal property shall contain 

30 the same information that is required on the tax statements for 

31 reil property. 

32 (c) Real and personal property tax statements must contain 

33 the following_information in the order given in this paragraph. 

34 -The information must .contain the current year. tax information in 

35 the right column with the corresponding information for the 

36 previous year in a column on the left: 
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1 (1) the property's estimated market value under section 

2 273.11, subdivision l; 

3 (2) the property's taxable market value after reductions 

4 under section 273.11, subdivisions la and 16; 

5 (3) the property's gross tax, calculated by adding the 

6 property•s total property tax to the sum of the aids enumerated 

7 in clause (4); 

8 (4) a total of the following aids: 

9 (i) education aids payable under chapters 122A, 123A, 123B, 

10 1240, 125A, 126C, and 127A; 

11 (ii) local government aids for cities, towns, and counties 

12 under ehap~er-4~~A sections 477A.Oll to 477A.04; and 

1 3 (iii) disparity reduction aid under section 273.1398; 

~4 (5) for homestead residential and agricultural properties, 

15 the credits under section 273.1384; 

16 (6) any credits received under sections 273.119; 273.123; 

17 273.135; 273.1391; 273.1398, subdivision 4; 469.171; and 

18 473H.10, except that the amount of credit received under section 

19 273.135 must be separately stated .and identified as "taconite 

20 tax relief"; and 

21 (7) the net tax payable in the manner required in paragraph 

22 (a). 

23 (d) If the county uses envelopes for mailing property tax 

statements and if the county agrees, a t~xing district may 

25 include a notice with the property tax statement notifying 

26 taxpayers when the taxing district will begin its budget 

27 deliberations for the current year, and encouraging taxpayers ~o 

28 attend the hearings. If the county allows notices to be 

29 included in the envelope containing the property tax statement, 

30 and if more than one taxing district relative to a given 

31 property decides to include a notice with the tax statement, the 

32 county treasurer or auditor must coordinate the process and may 

33 combine the in~ormation on a single announcement • 

..,_4 The commissioner of revenue shall certify to the county 

_J auditor the actual or estimated aids enumerated in clause (4) 

36 __ that local governments will receive in the following year. The 
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1 commissioner must_ certify this amount by January 1 of each year. 

2 [EFFECTIVE DATE.] This section is effective for property 

3 tax statements for taxes payable in- 2006 and thereafter. 

4 Sec. 28. (280.44] [NOTIFICATION TO HOMESTEAD PROPERTY 

5 OWNERS; TAX DELINQUENCY.] 

6 In addition to other notices required under this chapter, 

7 the county auditor shall notify all taxpayers owning homestead 

8 property within the county whose real property taxes on that 

9 homestead are currently delinquent and also· were delinquent in 

10 the preceding calendar year. The notification must be mailed 

11 sometime between June 1 and August 1 in the year following the 

12 second year that property taxes were not paid. The notification 

13 must contain a telephone number and an e-mail address for the 

14 county auditor's office to aid the taxpayer in contacting the 

15 county to discuss any questions relating to the tax 

16 delinquency. The notification must contain a list of the 

17 various assistance programs and other options that might be 

18 available to the taxpayer to pay the delinquent .taxes including, 

19 but not limited to, the senior citizens' property tax deferral 

20 under chapter 290B, partial property tax payments, and a 

21 confession of judgment under section 279.37. The notice must 

22 inform the taxpayer of the state-paid property tax refund and 

23 the additional property tax refund under chapter 290A which may 

24 be available to the taxpayer once the delinquent taxes have been 

25 satisfied. The notice must also state the number of years 

26. before the property will forfeit if the taxes are not paid or 

27 any installment plan initiated. For purposes of this section, . 

28 "homestead" property means property classified under section 

29 273.13, subdivision 22 or 23, paragraph (a). 

30 [EFFECTIVE DATE.] This section is effective for property 

31 tax: delinquencies beginning January 1, 2006, provided that for 

32 -calendar year 2006, the county auditor shall notify the owners 

33 · of each .homestead property in the county that has been 

34 delinquent for two or more years. 

35 Sec. 29. Minnesota Statutes 2004, section 290A.03, 

36 subdivision 11, is amended to read: 
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~ 1 Subd. 11. [RENT CONSTITUTING PROPERTY TAXES.] "Rent 

2 constituting property taxes" means i9-pereene-o£-ene-gross-rene 

3 aeettaiiy-pa±d-±n-easn,-or-±es-eqtti~aiene,-or-ene-poreion-0£-rene 

4 the amount of gross rent actually paid in cash, or its 

5 equivalent, which is attributable (1) to the property tax paid 

6 on the unit or (2) to the amount paid in lieu of property taxes, 

7 in any calendar year by a claimant for the right 0£ occupancy of 

8 the claimant's Minnesota homestead in the calendar year, and 

9 which rent constitutes the basis1 in the succeeding calendar 

10 year of a claim for relief under this chapter by the 

11 claimant. The amount of rent attributable to property taxes 

12 paid or payments in lieu made on the unit must be determined by 

13 multiplying the gross rent paid by the claimant for the calendar 

14 year for the unit by a fraction, the numerator of which is the 

ls· net tax on the property where the unit is located and the 

16 denominator of which is the total scheduled rent. In no case 

17 may the rent constituting property taxes exceed 50 percent of 

18 the gross rent paid by the claimant during that calendar year. 

19 In the case of a claimant who resides in a unit for which (1) a 

20 rent subsidy is paid to, or for, the claimant based on the 

21 income of the claimant or the claimant's family, oi (2) a 

22 subsidy is paid to a public housing authority that owns or 

23 operates the claimant's rental unit# pursuant to United States 

4 Code, title 42, section 1437c, 20 percent of gross rent actually 

25 paid in cash or its equivalent shall be the claimant's "rent 

26 constituting property taxes paid." For purposes of this 

27 subdivision, "rent subsidy" does not include any housing 

28 assistance received under the Minnesota family investment 

29 program; general assistance, Minnesota supplemental assistance, 

30 supplemental ~ecurity income, or similar income maintenance 

31 programs. 

32 [EFFECTIVE DATE.] This section is effective for claims 

33 based on rent paid in 2005 and following years. 

14 Sec. 30. Minnesota Statutes 2004, section 290A.03, 

JS subdivision 13, is amended to read: 

36 Subd. 13 .. [PROPERTY TAXES PAYABLE.] "Property taxes 

Article 2 Section 30 61 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 payable" means the property tax exclusive of special 

2 assessments, penalties, and interest payable on a claimant's 

3 homestead after deductions made under sections 273.135, 

4 273.1384, 273.1391, 273.42, subdivision 2,· and any other state 

5 paid property tax credits in any calendar year, and after any 

6 refund claimed and allowable under section 290A.04, subdivision 

7 2h, that is first payable in the year that the property tax is 

8 payable. In the case of a claimant who makes ground lease 

9 ·payments, "property taxes payable" includes the amount of the 

10 payments directly attributable to the property taxes assessed 

11 against the parcel on which the house is located. No 

12 apportionment or reduction of the "property taxes payable" shall 

13 be required for the use of a portion of the claimant's homestead 

14 for a business purpose if the claimant does not deduct any 

15 business depreciation expenses for the use of a portion of the 

16 homestead in the deter~ination of federal adjusted gross 

17 ineome. For homesteads which are manufactured homes a~ defined 

18 in section 273.125, subdivision 8, ·and for homesteads which are 

19 park trailers taxed as manufactured homes under section 168.012, 

20 subdivision 9, "property taxes payable" shall also include %9 

21 ·pe~eefte the amount of the gross rent paid in the preceding year 

22 for the site on which the homestead is located, which is 

23 attributable to the net tax paid on the site. The amount 

24 attributable to property taxes must be determined by multiplying 

25 the net tax on the parcel by a fraction, the numerator of which 

26. is the gross rent paid for the calendar year for the site and 

27 the denominator of which is the gross rent paid for the calendar 

28 year for the parcel. When a homestead is -owned by two or more 

29 persons as joint tenants or tenants in common, such tenants 

30 shall determine between them which tenant may claim the property 

31 tax.es payable on the homestead. If they are unable to agree, 

32 the matter shall be referred to the commissioner of revenue 

33 whose decision shall be final. Property taxes are considered 

34 payable in the year prescribed by law for payment of the taxes. 

35 In the case of a claim relating to "property taxes 

36 payable," the claimant must have owned and occupied the 
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1 homestead on January 2 of the year in which the tax is payable 

2 and (i) the property must have been classified as homestead 

3 property pursuant to section 273.124, on or before December .15 

4 of the assessment year to which the "property taxes payable" 

5 relate; or (ii) the claimant must provide documentation from the 

6 local assessor that application for homestead classification has 

7 been made on or before December 15 of the year in which the 

8 "property taxes payable" were payable and that the assessor has 

9 approved the application. 

10 [EFFECTIVE DATE.] This section is effective for claims 

11 based on rent paid in 2005 and following years. 

12 Sec. 31. Minnesota Statutes 2004, section 290~.03, is 

13 amended by addin_g a subdivision to read: 

14 Subd. 16. [TOTAL SCHEDULED RENT.] "Total scheduled rent" 

15 means the sum of the monthly rents assigned to the residential 

16 rental units in the property multiplied by 12. The rents must 

17 be an arm's-length rental, including garage rents if any, but 

18 not including charges for medical services furnished by the 

19 landlord as a part of the rental agreement. In determining 

20 total scheduled rent, no deduction is allowed for vacant units, 

21 uncollected·rent, or reduced cash rents in units occupied by 

22 employees or agents of the owner. 

23 [EFFECTIVE DATE.] This section is effective for claims 

14 based on rent paid in 2005 and following years. 

25 Sec. 32. Minnesota Statutes 2004, section 290A.03, is 

26 amended by adding a subdivision to read: 

27 Subd. 17. [NET TAX. ] "Net tax" means: 

28 (1) the property tax, exclusive of special assessments, 

29 interest, and penalties, and after reduction for any state paid 

30 property tax credits as required in subdivision 13 except for 

31 the reduction under section 273.13, subdivisions 22 and 23; or 

32 (2) the payments made in lieu of ad valorem taxes, 

33 including payments of special assessme.nts imposed in lieu of ad 

34 valorem taxes, 

35 for the calendar year in which the rent was paid. If a portion 

36 of the property is occupied as a homestead or is used for other 
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1 than rental purposes, 'the net tax is the amount of tax reduced 

2 by the percentage that the nonrental use comprises of the total 

3 square footage of the building. If-a portion of the property is 

4 used for purposes other than for residential rental and none of 

5 the property is occupied as a homestead, the net tax is the 

6 amount of the tax of the parcel multiplied by a fraction, the 

7 numerator of which is the net tax capacity of the residential 

8 rental portion and the denominator of which is the total net tax 

9 capacity of the parcel. If a portion of the property is used 

10 for other than rental residential purposes, the county treasurer 

11 shall list on the property tax statement the amount of net tax 

12 pertaining to the rental residential portion of the property. 

13 The amount of the net tax must not be reduced by an 

14 abatement or a court-ordered reduction in the property tax on 

15 the property made after the certificate of rent paid has been 

16 provided to the renter. 

17 [EFFECTIVE DATE.] This section is effective for claims 

18 based on rent paid in 2005 and following years. 

19. Sec. 33. Minnesota Statutes 2004, section 290A.07, is 

20 amended by adding a subdivision to read: 

21 Subd. 5. [EARLY PAYMENT; E-FILE CLAIMS.] The commissioner 

22 may pay a claim up to 30 days earlier than the first permitted 

23 date under subdivision 2a or 3 if the claim is submitted by 

24 electronic means. 

25 [EFFECTIVE DATE.] This section is effective the day 

26 following final enactment. 

27 Sec. 34. Minnesota Statutes 2004, section 290A.19, is 

28 amended to read: 

29 290A.19 [OWNER OR MANAGING AGENT TO FURNISH RENT 

30 CERTIFICATE.] 

31 ~ The owner or managing agent of any property for which 

32 rent is_paid for occupancy as a homestead must furnish a 

33 certificate of rent paid to a person who is a renter on December 

34 31, in the form prescribed by the commissioner. If the renter 

35 moves before December 31, the owner or managing agent may give 

36 the certificate to the renter at the time of moving, or mail the 
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1 certificate to the forwarding address if an address has been 

2 provided by the renter. The certificate must be made available 

3 to the renter before February 1 of -the year following the year 

4 in which the rent was paid. The owner or managing agent must 

5 retain a duplicate of each certificate or an equivalent record 

6 showing the same information for a period of three years. The 

7 duplicate or other record must be made available to the 

8 commissioner upon request. For the purposes of this section, 

9 "owner" includes a park owner as defined under section 327C.Ol, 

10 subdivision 6, and "property" includes a lot as defined under 

11 section 327C.Ol, subdivision 3. 

12 (b) If the owner or managing agent fails to provide the 

13 renter with a certificate of rent constituting property taxes, 

14 the commissioner shall allocate the net tax on the building to 

15 the unit on a square footage basis or other appropriate basis as 

16 the commissioner determines. The renter shall supply the 

17 commissioner with a statement from the county treasurer that 

18 gives the amount of property tax on the parcel, the address and 

19 property tax parcel identification number of the property, and 

20 the number of units in the building. 

21 [EFFECTIVE DATE.] This section is effective for claims 

22 based on rent paid in 2005 and following years. 

23 Sec. 35. Minnesota Statutes 2004, section 365.43, 

4 subdivision 1, is amended to read: 

25 Subdivision 1. [~EV%EB-AM96N~-%S-SPENB%NS-~%M%~ TOTAL 

26 REVENUE DEFINED.·] A town must. not eofttretee-debes-or spend more 

27 money in a year than ehe-eetxes-%ev~ed-£or-ehe-yeetr its total 

28 revenue without a favorable vote of a majority of the town's 

29 electors. In this section, "total revenue" means property taxes 

30 payable in that year as well as amounts received from all other 

31 sources and amounts carried forward from the last year. 

32 s·ec. 36. Minnesota Statutes 2004, section 365. 431, is 

33 amended to read: 

~,4 365. 431 [AMOUNT VOTED AT MEETING IS TAX LIMIT.] 

J5 Except as otherwise authorized by law, the tax for town 

36 purposes must not be more than the amount voted to be raised at 
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1 the annual town meeting. 

2 Sec. 37. Minnesota Statutes 2004, section 366.011, is 

3 amended to read: 

4 366.011 [CHARGES FOR EMERGENCY SERVICES; COLLECTION.] 

5 A town may impose a reasonable service charge for emergency 

6 services, including fire, rescue, medical, and related services 

7 provided by the town or contracted for by the town. If the 

8 service charge remains unpaid 30 days after a notice of 

9 delinquency is sent to the recipient of the service or the 

10 recipient's representative or estate, the town or its contractor 

11 on behalf of the town may use any lawful means allowed to a 

12 private party for the collection of an unsectired delinquent 

13 debt. The town may_ also use the authority of section 366.012 to 

14 collect unpaid service charges of this kind from delinquent 

is· recipients of services who are owners of taxable real property 

16 in the town state. 

17 The powers conferred by this section are in addition and 

18 supplemental to the powers conferred by any other law for a town 

19 to impose a service charge or assessment for a service provided 

20 by the town or contracted for by the town. 

21 [EFFECTIVE DATE.] This section is effective the day 

22 following final enactment. 

23 Sec. 38. Minnesota Statutes 2004, section 366.012, is 

24 amended to read: 

25 366.012 [COLLECTION OF UNPAID SERVICE CHARGES.] 

26 If a town is authorized to impose a service charge on-ehe 

27 owner,-%essee,-~r-eeettpefie-0£-properey7-or-eny-0£-ehem7 for a 

28 governmental service provided by the town, the town board may 

29 certify to the county auditor of the county in which the 

30 recipient of the services owns real property, on or before 

31 October 15 for each year, any unpaid service charges which shall 

32 then be collected together with property taxes levied against 

33 the pr6perty. The county audit6r shall remit to the town all 

34 service charges collected by the auditor on behalf of the town. 

35 A charge may be certified to the auditor only if, on or before 

36· September 15, ·the town has given written notice to the property 
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1 owner of its intention to certify the charge to the auditor. 

2 The service charges shall be subject to the same penalties, 

3 interest, and other conditions provided for the collection of 

4 property taxes. This section is in addition to other law 

5 authorizing the collection of unpaid costs and service charges. 

6 [EFFECTIVE DATE.] This section is effective the day 

7 following final enactment. 

8 Sec. 39. [373.251] [LEVY FOR NON-COUNTY-OWNED PUBLIC 

9 NURSING HOMES.] 

10 (a) If a county with a population of 150,000 or more, 

11 according to the 2000 Federal Census, located outside the 

12 metropolitan area as defined in section 473.121, subdivision 2, 

13 owns a nursing home that is funded in whole or part with county 

14 revenue, the county must levy an egua1 amount annually to be 

15 distributed to all other nursing homes located within the county 

16 that are .owned by governmental. uni ts. 

17 (b) The proceeds of the levy authorized by paragraph (a) 

18 must be prorated among the government-owned nursing homes in the 

19 proportion that the number of beds in each of the 

20 government-owned nursing homes is to the total number of beds in 

21 all of the government-owned nursing homes in the county. 

22. (c) The levy authorized by paragraph (a) may be levied in 

23 addition to all other county levies authorized by law. 

24 [EFFECTIVE DATE.] This section is effective for taxes 

25 levied in 2006, payable in 2007 and thereafter. 

26 Sec. 40. Minnesota Statutes 2004, section 473F.02, 

27 subdivision 2, is amended to read: 

28 Subd. 2. [AREA.] "Area" means the territory included 

29 within the boundaries of. Anoka, Carver, Dakota excluding the 

30 city of Northfield, Hennepin, Ramsey, Scott excluding the city 

·31 of· New Prague, and Washington Counties, excluding lands 

32 constituting a major or an intermediate airport as defined under 

33 section 473.625. 

~4 [EFFECTIVE DATE.] This section is effective for taxes 

35 payable in 2006 and subsequent years. 

36 Sec. 41. Minnesota Statutes 2004, section 477A.ll, 
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1 subdivision 4, is amended to read: 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

.22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

Subd. 4. [OTHER NATURAL RESOURCES LAND.] "Other natural 

resources land" means-:-

t±t any other land presently owned in fee title by the 

state and administered by the commissioner, or any tax-forfeited 

land, other than platted lots within a city or those lands 

described under subdivision 3, clause (2), which is owned by the 

state and administered by the commissioner or by the county in 

which it is lodated7-aftd 

tzt-3:aftd-ieased-by-ene-seaee-£rom-ene-Bft±eed-Seaees-o£ 

Amer±ea-enrottgn-ene-Bft±eed-Seaees-Seereeary-0£-Agr±ettiettre 

~ttrsttafte-eo-~±eie-~~~-o£-ene-Baft~nead-Joftes-Parm-~eftane-Aee7 

wn±en-iand-±s-eommon3:y-re£erred-eo-as.:...iaftd-tte±i±~ae±on-~ro;eee 

iand-enae-±s-adm±n±seered-by-ene-eomm±ss±oner. 

[EFFECTIVE DATE.] This section is effective for aids paid 

in calendar year 2006 and thereafter. 

Sec. 42. Minnesota Statutes 2004, section 477A.ll, is 

amended by adding a subdivision to read: 

Subd. 5. [LAND UTILIZATION PROJECT LAND.] "Land 

utilization project land" means land that is leased by the state 

from the United States through the United States. Secretary of 

Agriculture according to Title III of the Bankhead Jones Farm 

Tenant Act and that is administered by the commissioner. 

[EFFECTIVE DATE.] This section is effective for aids paid 

in calendar year 2006 and thereafter. 

Sec. 43. Minnesota Statutes 2004, section 477A.12, 

subdivision 1, is amended to read: 

Subdivision 1. [TYPES OF LAND; PAYMENTS.] (a) As an offset 

for expenses incurred by counties and towns in support of 

natural resources lands, the following amounts are annually 

appropriated to the commissioner of natural resources from the 

general fund for transfer to the commissioner of revenue. The· 

commissioner of revenue shall pay the transferred ·funds to 

34 -counties as required by sections 477A.ll to 477A.145. The 

35 amounts are: 

36 (1) for acquired natural resources land, $3, as adjusted 
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1 for inflation under section 477A.145, multiplied by the total 

2 number of acres of acquired natural resources land or, at the 

3 county's option three-fourths of one percent of the appraised 

4 value of all acquired .natural resources land in the county, 

5 whidhever is greater; 

6 (2) 75 cents, as adj~sted for inflation under section 

7 477A.145, multiplied by the number of acres of 

8 county-administered other natural resources land; and 

9 (3) 75 cents, as adjusted for inflation under section 

10 477A.145, ~ultiplied by the total number of acres of land 

11 utilization project land; 

12 f3t ~ 37.5 cents, as adjusted for inflation under section 

13 477A.145, multiplied by the number of acres of 

14 commissioner-administered other natural resources land located 

15 in each county as of July 1 of each year prior to the payment 

16 year. 

17 (b) The amount determined under paragraph (a), clause (1), 

18 is payable for land that is acquired from a private owner and 

19 owned by the Department of Transport~tion for the purpose of 

20 replacing wetland losses caused by transportation projects, but 

21 only if the county contains more than 500 acres of such land at 

22 the time the certificati9n is made under subdi,vision 2. 

23 [EFFECTIVE DATE.] This section is effective for aids paid 

4 in calendar year 2006 and thereafter. 

25 Sec. 44. Minnesota Statutes 2004, section 477A.12, 

26 subdivision 2, is amended to read: 

27 Subd. 2. [PROCEDURE.] Lands for which payments in lieu a~e 

28 made pursuant to section 97A.061, subdivision 3, and Laws 1973, 

29 chapter 567, shall not be eligible for payments under this 

30 section. Each county auditor shall certify to the Department of 

31 Natural Resources during July of each year prior to the payment 

32 -year the number of acres of cou~ty-administered other natural 

33 resources land within the county. The Department of Natural 

~4 resources may, in addition to the certification of acreage, 

~5 require descriptive lists of land so certified. The 

36 commissioner of natural resources shall determine and certify to 
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1 the commissioner of revenue by March 1 of the payment year: 

2 (1) the number of acres and most recent appraised value of 

3 acquired natural resources land within each county; 

4 (2) the number of acres of commissioner-administered 

5 natural resources land within each 9ounty; aftd 

6 (3) the number of acres of county-administered other 

7 natural resources land within each county, based on the reports 

8 filed by each county auditor with the commissioner of natural 

9 resources; and 

10 (4) the number of acres of land utilization project land 

11 within each county. 

12 The commissioner of transportation shall determine and 

13 certify to the commissioner of revenue by March 1 of the payment 

14 year the number of acres of land and the appraised value of the 

15 land described in subdivision 1, paragraph (b), but only if it 

16 exceeds 500 acres. 

17 The commissioner of revenue shall determine ~he 

18 distributions provided for in this section using the number of 

19 acres and appraised values certified by the commissioner of 

20 natural resources and the commissioner of transportation by 

21 March 1 of the payment year. 

22 [EFFECTIVE DATE.] This section is effective for aids paid 

23 in calendar year 2006 and thereafter. 

24 Sec. 45. Minnesota Statutes 2004, s~ction 477A.14, 

25 subdivision 1, is amended to read: 

26 Subdivision 1. [GENERAL DISTRIBUTION.] Except as provided 

27 in subdivision 2 or in section 97A.061, subdivision 5, 40 

28 percent of the total payment to the county shall be deposited in 

29 the county general revenue fund to be used to provide property 

30 tax levy reduction. The remainder shall be distributed by the 

31 county in the following priority: 

32 (a) 37.5 cents, as adjusted for inflation under section -

33 477A.145, for each acre of county-administered other natural 

34 resources land shall be deposited in a resource development fund 

35 to be created within the county treasury for use in resource 

36 development, forest management, game and fish habitat 
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1 improvement, and recreational development and maintenance.of 

2 county-administered other natural resources land. Any county 

3 receiving less than $5,000 annually-for the resource development 

4 fund may elect to deposit that amount in the county general 

5 revenue fund; 

6 (b) From the funds remaining, within 30 days of receipt of 

7 the payment to the county, the county treasurer shall pay each 

8 organized township 30 cents, as adjusted for inflation under 

9 section 477A.145, for each acre of acquired natural resources 

10 land and each acre of land described in section 477A.12, 

11 subdivision 1, paragraph (b), and 7.5 cents, as adjusted for 

12 inflation under section 477A.145, for each acre of other natural 

1.3 resources land and each acre of land utilization project land 

~4 located within its boundaries. Payments for natural resources 

15 lands not located in an organized township shall be deposited in 

16 the county general revenue fund~ Payments to counties and 

17 townships pursuant to this paragraph shall be used to provide 

18 property tax levy reduction, except that of the payments for 

19 natural resources lands not located in an organized township, 

20 the county may allocate the amount determined to be necessary 

21 for maintenance of roads in unorganized townships. Provided 

22 that, if the total payment to the county pursuant to section 

23 477A.12 is not sufficient to fully fund the distribution 

~ provided for in this clause, the amount available shall be 

25 distributed to each township and the county general revenue fund 

26 on a pro rata basis; and 

27 (c) Any remaining funds shall be deposited in the county . 

28 general revenue fund. Provided that, if the distribution to the 

29 county general revenue fund exceeds $35,000, the excess shall be 

30 used to provide property tax levy reduction. 

31 [EFFECTIVE DATE.] This section is effective for aids paid 

32 in calendar year 2006 and thereafter. 

33 Sec. 46. Laws 1998, chapter 389, article 3, section 42, 

~4 subdivision 2, as amended by Laws 2002, chapter 377, article 4, 

~s section 24, is amended to read: 

36 Subd. 2. [RECAPTURE.] (a) Property or any portion thereof 
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1 qualifying under section 38 is subject to additional taxes if: 

2 (1) ownership of the property is transferred to anyone 

3 other than the spouse or child of the current owner; 

4 (2) the current owner or the spouse or child of the current 

5 owner has not conveyed or entered into a contract before July 1, 

6 2007, to convey for ownership or public easement rights, (i) a 

7 portion of the property to a one or more nonprofit £ottftdae±oft 

8 foundations or eof~Ofae±oft-o~efae±ftg corporations; and (ii) a 

9 portion of the property to one or more local governments; and 

10 those entities shall separately or jointly operate the property 

11 as an art park providing the services included in section 38, 

12 clauses (2) to (5), and may also use some of the property for 

13 other public purposes as determined by the local governments; or 

14 (3) the nonprofit foundation or corporation to which a 

15 portion of the property was transferred ceases to provide the 

16 services included in section 38, clauses (2) to (5), earlier 

17 than ten years following the effective date of the eoftveyaftee 

18 conveyances or of the execution of the eoftefaee contracts to 

19 convey. 

20 (b) The additional taxes are imposed at the earlier of (1) 

21 the year following transfer of ownership to anyone other than 

22 the spouse or child of the current owner or a nonprofit 

23 foundation or corporation or local government operating the 

24 property as an art park and used for other public purposes, or 

25 (2) for taxes payable in 2008, or ~ in the event the nonprofit 

26 foundation or corporation to which a portion of the property ·was 

27 conveyed ceases to provide the required services .within ten 

28 years after the ~onveyance, for taxes payable in the year 

29 following the year when it ceased to do so. 

30 The county board, with the approval of the city council, 

31 shall determine the amount of the additional taxes due on the 

32 portion of property which is no longer utilized as an art park; 

33 provided, however, that the additional taxes afe-eqtte~-eo must 

34 not be greater than the difference between the taxes determined 

35 on that portion of the property utilized as an art park under 

36 sections 39 and 40 and the amount determined under subdivision 1 
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1 for all years that the property qualified under section 38. ~he 

2 add±t±enai-taxes-mttst-be-extended-aga±nst-the-preperty-en-the 

3 tax-i±st-£er-the-ettrrent-year7-pre¥ided7-hewever7-that No 

4 interest or penalties may be levied on the additional taxes-±£ 

5 t±meiy-pa±d amount prbvided that it is paid within 30 ·days of 

6 the county's notice. 

7 [EFFECTIVE DATE.] This section is effective March 1, 2005. 

8 Sec. 47. Laws 2001, First Special Session chapter 5, 

9 artidle 3, section 8, the effective date, is amended to read: 

10 [EFFECTIVE DATE.] This section is effective for taxes 

11 levied in 2002, payable in 2003, through taxes levied in %00~ 

12 2009, payable in %008 2010. 

13 Sec. 48. Laws 2005, chapter 43, section 1, the effective 

14 date, if enacted, is amended to read: 

15 [EFFECTIVE DATE.] This section is effective for taxes 

16 levied in %005 2004, payable in %006 2005, and thereafter. 

17 [EFFECTIVE DATE.] This section is effective the day 

18 following final enactment. 

19 Sec. 49. [REPORT; PROPOSED STANDARDIZED ASSESSMENT AND 

20 CLASSIFICATION STANDARDS.] 

21 Recognizing the importance of uniform and professional 

22 property tax assessment practices, the commissioner of revenue, 

23 in consultation with appropriate stakeholder groups shall 

!4 develop and issue a report to the chairs of the house and senate 

25 tax committees by February 1, 2006. This report shall contain, 

26 but not be limited to, recommendations and proposed requirements 

27 for achieving standardized assessment and classification of 

28 seasonal residential recreational property, residential 

29 nonhomestead property, timber and woodland property, green acres 

30 property, seasonal residential recreational commercial and 

31 noncommercial property, and commercial/industrial property. 

32 [-EFFECTIVE DATE.] This section is effective the day 

33 following final enactment. 

~34 Sec. 50. [CODE OF CONDUCT AND ETHICS; ASSESSORS.] 

JS The commissioner of revenue is directed to develop a code 

36 of conduct and ethics for Minnesota assessors to ensure public 
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1 confidence in property assessment. The commissioner shall 

2 consult with representatives of the Minnesota Association of 

3 Assessing Officers, the State Board-of Assessors, and any other 

4 groups that the commissioner deems appropriate. The code must 

5 include language that promotes fairness and uniformity and 

6 recommends assessment practices that do not promote the 

7 perception of a conflict of interest. The code must be 

8 completed and recommended·to the Minnesota State Board of 

9 Assessors for adopting by January 1, 2006. This code must be 

10 presented as part of the course required by Minnesota Statutes, 

11 section 273.0755, paragraph (c). 

12 [EFFECTIVE DATE.] This section is effective the day 

13 following final enactment. 

14 Sec. 51. [SCHOOL DEBT SERVICE LEVIES; ALTERNATIVE TAX 

15 BASE; PILOT PROJECT.] 

16 Subdivision 1. [COMMISSIONER DESIGNATION.] The 

17 commissioner of education may select up to three school 

18 districts to participate in the pilot project under this 

19 section. The commissioner must notify the selected school 

20 districts by July 1, 2005. 

21 Subd. 2. [ELECTION BY SCHOOL BOARD.] A school board 

22 designated by the commissioner under subdivision 1 may by 

23 resolution elect to levy the debt service for a bond issued 

24 after July 1, 2005, and befo~e July 1, 2007, again~t the 

25 alternative net tax capacity of the district, as defined under 

26 subdivision 6, rather than the net tax capacity of the 

27 district. A resolution to levy against alternative net tax 

28 capacity must be passed at an open meeting of the board, at 

29 least 60 days prior to the referendum election. A district 

30 electing to issue bonds with a levy against alternative net tax 

31 capacity must notify the commissioner of that intention in 

32 filing-the proposal required. by Minnesota Statutes, section 

33 123B.71, subdivision 9. 

34 Subd. 3. [DEBT SERVICE EQUALIZATION REVENUE.] For the 

35 purposes of Minnesota Statutes, section 123B.53, subdivision 4, 

36 debt service equalization revenue for a district· that has issued 
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1 bonds under an election to levy against alternative net tax 

2 capacity is the same as it would be if the levy were being made 

3 against net tax capacity. 

4 Subd. 4. [APPORTIONMENT OF DEBT SERVICE AID.] Equalization 

5 aid for a district that has issued bonds under an election to 

6 levy against alternative net tax capacity must be apportioned 

7 between the net tax capacity debt service levy and the 

8 alternative net tax capacity debt service levy in the same 

9 proportions as eligible debt service revenues resulting from 

10 bonds issued against net tax capacity are to eligible debt 

11 service revenues resulting from bonds issued against alternative 

12 net tax capacity. 

1,3 Subd. 5. [ALTERNATIVE NET TAX CAPACITY DEBT SERVICE LEVY.] 

14 The eligible debt service revenues resulting from bonds issued 

15 against alternative net tax capacity, minus the debt service 

16 equalization aid apportioned to the alternative net tax capacity 

17 levy, must be levied against the alternative net tax capacity of 

18 the district as defined in subdivision 6, and must be separately 

19 certified to the county auditor under Minnesota Statutes, 

20 section 275.07. 

21 Subd. 6. [ALTERNATIVE NET TAX CAPACITY.] "Alternative net 

22 tax capacity" means the net tax capacity of all taxable property 

23 in a district, as defined in Minnesota Statutes, section 273.13, 

4 except: 

25 (1) the first tier of class 2a property, excluding the 

26 portion of class 2a property consisting of the house, garage, 

27 and surrounding one acre of land of an agricultural homestead,. 

28 has an alternative net tax capacity equal to 0.14 percent of its 

29 taxable market value; 

30 (2) the upper tier of class 2a property and all other class 

31 2 property has an alternative net tax capacity equal to 0.25 

32 percent of its taxable market value; 

33 (3) noncommercial class 4c(l) property has an alternative 

~4 net tax capacity equal to 0.75 percent of its taxable market 

JS value; 

36 (4) class 4a and 4b property has an alternative net tax 
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1 capacity equal to one percent of its taxable market value; 

2 (5) the first tier of class 3 property has an alternative 

3 net tax capacity equal to 1.25 percent of its taxable market 

4 value; and 

5 (6) class 5 property and the upper tier of class 3 property 

6 has an alternative net tax capacity egual to 1.5 percent of its 

7 taxable market value. 

8 [EFFECTIVE DATE.] This section is effective for taxes 

9 payable in 2006 and thereafter. 

10 Sec. 52. [SCHOOL PROPERTY; EXEMPTION 2005 ONLY.] 

11 Notwithstanding Minnesota Statutes, section 272.02, 

12 subdivision 38, paragraph (b), the following property is exempt 

13 from taxation for assessment year 2004, for taxes payable in 

14 2005, if it meets all the following criteria: 

15 (1) is used to provide direct educational instruction for 

16 grades 7 through 10; 

17 (2) is located in a city of the first class that has a 

18 population greater than 250,000 and less than 350,000; 

19 (3) was purchased after July 1, 2004, by a nonprofit that 

20 is exempt from federal income tax under section 50l(c)(3) of the 

21 Internal Revenue Code; and 

22 (4) is leased and operated by two nonprofit corporations 

23 organized under Minnesota Statutes, chapter 317A. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 following final enactment. 

26 Sec. 53. [REPEALER.] 

27 La~s 1998, chapter 389, article 3, s~ction 41, is repealed. 

28 [EFFECTIVE DATE.] This section is effective the day 

29 following final enactment. 

30 ARTICLE 3 

31 PROPERTY TAX AIDS AND CREDITS 

32 Section 1. Minnesota Statutes 2004, section 4A.02, is 

33 amended to read: 

3 4 4A. 0 2 [ STATE DEMOGRAPHER. -] 

35 (a) The director shall appoint a state demographer. The 

36- demographer must be professionally competent in demography and 
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1 must possess demonstrated ability based upon past performance. 

2 (b) The demographer shall~ 

3 (1) continuously gather and develop demographic data 

4 relevant to the state; 

5 (2) design and test methods of research and data 

6 collection; 

7 (3) periodically prepare population projections for the 

8 state and designated regions and periodically prepare 

9 projections for each county or other political subdivision of 

10 the state as necessary to carry out the purposes of this 

11 section; 

12 (4) review, comment on, and prepare analysis of population 

13 estimates and projections made by state agencies, political 

14 ~ubdivisions, other states, federal agencies, or nongovernmental 

15 persons, institutions, or commissions; 

16 (5) serve as the state liaison with the United States 

17 Bureau of the Census, coordinate state and federal demographic 

18 activities to the fullest extent possible, and aid the 

19 legislature in preparing a census data plan and form for each 

20 decennial census; 

21 (6) compile an annual study of population estimates on the 

.22 basis of county, regional, or other political or geographical 

23 subdivisions as necessary to carry out the purposes of this 

.4 section and section 4A.03; 

25 (7) by January 1 of each year, issue a report to the 

26 legislature containing an analysis of the demographic 

27 implications of the annual population study and population 

28 projections; 

29 (8) prepare maps for all counties in the state, all 

30 municipalities with a population of 10,000 or more, and other 

31 municipalities as needed for census purposes, according to scale 

32 and detail recommended by the United· States Bureau of the 

33 Census, with the maps of cities showing precinct boundaries; 

14 (9) prepare an estimate of population and of the number of 

35 households for each governmental subdivision for which the 

3~ Metropolitan Council does not prepare an annual estimate, and 
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1 convey the estimates to the governing body of each political 

2 subdivision by Mey June 1 of each year; 

3 (10) direct, under section 414~01, subdivision 14, and 

4 certify population and household estimates of annexed or 

5 detached areas of municipalities or towns after being notified 

6 of the order or letter of approval by the director; 

7 (11) prepare, for any purpose for which a population 

8 estimate is required by law or needed to implement a law, a 

9 population estimate of ~ municipality or town whose population 

10 is affected by action under section 379.02 or 414.01, 

11 subdivision 14; and 

12 (12) prepare an estimate of average household size for each 

13 statutory or home rule charter city with a population of 2,500 

1.4 or more by Mey June 1 of each year. 

15 (c) A governing body may challenge an estimate made under 

16 paragraph (b) by filing their specific objections in writing 

17 with the st~te demograph~r by June ~e 24. If the challenge does 

18 not result in an acceptable estimate by-att~e-%4, the governing 

19 body may have a special census conducted by the United States 

20 Bureau of the Census. The political subdivision must notify the 

21 state demographer by July 1 of its intent to have the special 

22 census conducted. The political subdivision must bear all costs 

23 of the special census. Results of the special census must be 

24 received by the state demographer by the next April 15 to be 

25 used in that year's Mey June 1 estimate to the political 

26 .subdivision under paragraph (b). 

27 (d) The state demographer shall certify the estimates of 

28 population and household size to the commissioner of revenue by 

29 July 15 each year, including any estimates still under objection. 

30 [EFFECTIVE DATE.] This section is effective the day 

31 following final enactment. 

32 Sec. 2. Minnesota Statutes 2004, section 273.1384, 

33 subdivision 1, is amended to read: 

34 Subdivision 1. '[RESIDENTIAL HOMESTEAD MARKET VALUE 

35 CREDIT.] Each county auditor shall determine a homestead credit 

36 for each class la, lb, le, and 2a homestead property within the 
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l county equal to 0.4 percent of the first $76,000 of market value 

2 of the property.--~he-amottne-o£-homeseead-ered±e-£or-a-homeseead 

3 may-noe-exeeed-$364~and-±s-redtteed-hy minus .09 percent of the 

4 market value in excess of $76,000. The credit amount may not be 

5 less than zero. In the case of an agricultural or resort 

6 homestead, only the market value of the house, garage, and 

7 immediately surrounding one acre of land is eligible in 

8 determining the property's homestead credit. In the case of a 

9 property which is classified as part ho~estead and part 

10 nonhomestead, 1l:.l the credit shall apply only to the homestead 

11 portion of the property., but (ii) if a portion of a property is 

12 classified as nonhomestead solely because not all the owners 

l3 occupy the property, or solely because both spouses do not 

14 occupy the property, the credit amount shall be initially 

15 computed as if that nonhomestead portion were also in the 

16 homestead class and then prorated to the owner-occupant's 

17 percentage.of ownership or prorated to one-half if both spouses 

18 do not occupy the property. 

19 [EFFECTIVE DATE.] This section is effective for taxes 

20 payable in 2006 and thereafter. 

21 Sec. 3. Minnesota Statutes 2004, section 276A.Ol, 

22 subdivision 7, is amended to read: 

23 Subd. 7. [POPULATION.] "Population" means the most recent 

4 estimate of the population of a municipality made by the state 

25 demographer and filed with the commissioner of revenue as of 

26 July% 15 of the year in which a municipality's·distribution net 

27 tax capacity is calculated. The state demographer shall 

28 annually. estimate the population of each municipality and, in 

29 the case of a municipality which is located partly within and 

30 partly without the area, the proportion of the-total which 

31 resides within the area, and shall file the estimates with the 

32 -commissioner of revenue. 

33 [EFFECTIVE DATE.] This section is effective the day 

~4 following final enactment. 

j5 Sec. 4. [473.24] [POPULATION ESTIMATES.] 

36 (a) The Metropolitan Council shall annually prepare an 
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l estimate of population for each county, city, and town in.the 

2 metropolitan area and an estimate of the number of households 

3 and average household size for each city in the metropolitan 

4 area with a population of 2,500 or more, and an estimate of 

5 population over age 65 for each·county in the metropolitan area, 

6 and convey the estimates to the governing body of each county, 

7 city, or town by June l each year. In the case of a city or 

8 town that is located partly within and partly without the 

9 metropolitan area, the Metropolitan Council shall estimate the 

10 proportion of the total population and the average size of 

11 households that reside wfthin the area. The Metropolitan 

12 Council may prepare an estimate of the population and of the 

13 average household size for any other political subdivision 

14 located in the metropolitan area. 

15 (b) A governing body may challenge an estimate made under 

16 this section by filing its specific objections in writing with 

17 the Metropolitan Council by June 24. If the challenge does not 

18 result in an acceptable estimate, the gov~rning body may have a 

19 special census conducted by the United States Bureau of the 

20 Census. The political subdi~ision must notify the Metr6politan 

21 Council. on or before July 1 of its intent to have the special 

22 census conducted. The political subdivision must bear all costs 

23 of the special census. Results of the special census must be 

24 received by the Metropolitan Council by the next April 15 to be 

25 used in that year's June 1 estimate under this section. The 

26 Metropolitan Council.shall certify the estimates of population 

27 and the average household size to the state demographer and to 

28 the commissioner of reve_nue by July 15 each yeat, including any 

29 estimates still under objection. 

30 [EFFECTIVE DATE.] This section is effective the day 

31 following final-enactment. 

32 Sec. 5. Minnesota Statutes 2004, section 473F.02, 

33 subdivision 7, is amended to read: 

34 Subd. 7. [POPULATION.] "Population" means the most recent 

35 estimate of the population of a municipality made by the 

36 Metropolitan Council under section 473.24 and filed with the 
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1. commissioner of revenue as of July % 15 of the year in which a 

2 municipality's distribution net tax capacity is calculated. ~he 

3 eottne±i-shaii-annttaiiy-est±mate-th~-popttiat±on-0£-eaeh 

4 mttn±e±pal±ty-as-o£-a-date-wh±eh-±t-determ±nes-and7-±n-the~ease 

5 0£-a-mttn±e±pal±ty-wn±en-±s-loeated-partly-w±tn±n-and-partly 

6 w±tnottt-the-area7-tne-propore±on-0£-ehe-total-wn±en-res±des 

7 w±tn±n-tne-area7-and-shall-promptly-therea£ter-£±le-±ts 

8 est±mates-w±th-the-eomm±ss±oner-0£-re~entte• 

9 [EFFECTIVE DATE.] This section is effective the day 

10 following final enactment. 

11 Sec. 6. Minnesota Statutes 2004, section 477A.Oll, 

12 subdivision 3, is amended to read: 

l3 Subd. 3. [POPULATION.] 11 Population" means the 

14 population estimated or established as of July % 15 in an aid 

15 calculation year by the most recent federal census, by a special 

16 census conducted under contract with the United States Bureau of 

17 the Census, by a population estimate made by the· Metropolitan 

18 Council pursuant to section 473.24, or by a population estimate 

19 of the state demographer made pursuant to section 4A.02, 

20 whichever is the most recent as to the stated date of the count 

21 or estimate· for the preceding calendar year, and which has been 

22 certified to the commissioner of revenue on or before July 15 of 

23 the aid calculation year. The term "per capita" refers to 

24 population as defined by this subdivision. A revision of an 

25 estimate or count is effective for these purposes only if it is 

26 certified to the commissioner on or before July 15 of the aid 

27 calculation year. Clerical errors in the certification or use 

·28 of the estimates and counts established as of July 15 in the aid 

29 calculation year are subject· to correction.within the time 

30 periods allowed under section 477A.014. 

31 [EFFECTIVE DATE.] This section is effective the day 

32 following final enactment. 

33 Sec. 7. Minnesota Statutes 2004, section 477A.Oll, 

~34 subdivision 34, is amended to read: 

35 Subd. 34. [CITY REVENUE NEED.] (a) For a city with a 

36 population equal to or greater than 2,500, "city revenue need" 
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1 is the sum of (1) 5.0734098 times the pre~l940 housing 

2 percentage; plus (2) 19.141678 times the population decline 

3 percentage; plus (3) 2504.06334 times the road accidents factor; 

4 plus (4) 355.0547; minus (5) the metropolitan area factor; minus 

5 ( 6) 49 .·10638 times the household size. 

6 (b) For a city with a population less than 2,500, "city 

7 revenue need" is the sum of (1) 2.387 times the pre-1940 housing 

8 percentage; plus (2) 2.67591 times the commercial industrial 

9 percentage; plus (3) 3.16042 times the population decline 

10 percentage; plus (4) 1.206 times the transformed population; 

11 minus (5) 62.772. 

12 (c) For a city with a population of 2,500 or more and a 

13 population in one of the most recently available five years that 

14 was less than 2,500, "city revenue need" is the sum of (1) its 

15 city revenue need calculated under paragraph (a) multiplied by 

. 16 its transition factor; plus (2) its city revenue need calculated. 

17 under the formula in paragraph (b) multiplied by the difference 

18 between one and its transition factor. For purposes of this 

19 paragraph, a city's "transition factor" is equal to 0.2 

20 multiplied by the number of years that the city's population 

21 estimate has been 2,500 or more. This provision only applies 

22 for aids payable in calendar years 2006 to 2008 to cities with a 

23 2002 population of less than 2,500. It applies to any city for 

24· aids payable in 2009 and thereafter. 

25 ill The city revenue need cannot be less than zero. 

26 tot ~ For calendar year 2005 and subsequent years, the 

27 city revenue need for a city, as determined in paragraphs (a) 

28 to tet ill, is multiplied by the ratio of the annual impl.icit 

29 price deflater for government consumption expenditures and gross 

30 investment for state and local governments as prepared by the 

31 United States Department of Commerce, for the most recently 

32 availabJ.e year to the 2003 implicit price deflater for state and 

33 local government purchases. 

34 [EFFECTIVE DATE.] This section is effective beginning with 

35 aids payable. in 2006. 

36 Sec. 8~ Minnesota Statutes 2004, section 477A.Oll, 
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1 subdivision 35, is-amended to read: 

2 Subd. 35. [TAX EFFORT RATE.] "Tax effort rate" means the 

3 net levy for all cities divided by ·the sum of the city net tax 

4 capacity for all cities, unless the need increase percentage 

5 determined under section 477A.013, subdivision 8, is 100 

6 perc~nt, in which case the tax effort rate is the rate needed so 

7 that the total aid under section 477A.013, subdivision 9, equals 

8 the total amount available for aid under section 477A.03, after 

9 the subtractions in section 477A.014. For purposes of this 

10 section, "net levy" means the city levy, after all adjustments, 

11 used for calculating the local tax rate under section 275.08 for 

12 taxes payable in the year prior to the aid distribution. The 

13 fiscal disparity distribution levy under chapter 276A or 473F is 

14 included in net levy. 

15 [EFFECTIVE DATE.] This section is effective beginning with 

16 aids payable in 2006. 

17 Sec. 9. Minnesota Statutes 2004, section 477A.011, 

18 subdivision 36, is amended to read: 

19 Subd. 36. [CITY AID BASE.] (a) Except as otherwise 

20 provided in this subdivision, "city aid base" is zero. 

21 (b) The city aid base for any city with a population less 

22 than 500 is increased by $40,000 for aids payable in calendar 

23 year 1995 and thereafter, and the maximum amount of total aid it 

4 may receive under section 477A.013, subdivision 9, paragraph 

25 (c), is also increased by $40,000 for aids payable in calendar 

26 year 1995 only, provided that: 

27 (i) the average total tax capacity rate for taxes payable. 

28 in 1995 exceeds 200 percent; 

29 (ii) the city portion of the tax capacity rate exceeds 100 

30 percent; and 

31 (iii) its city aid base is less than $60 per capita. 

32 (c)_ The city aid base for a city i~ increased by $20,000 in 

33 1998 and thereafter and the maximum amount of total aid it may 

~4 receive under section 477A.013, subdivision 9, paragraph (c), is 

~5 also increased by $20,000 in calendar year 1998 only, provided 

36 that: 
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1 (i) the city has a population in 1994 of 2,500 or more; 

2 (ii) the city i~ located in a county, outside of the 

3 metropolitan area, which contains a city of the first class; 

4 (iii) the city's net tax capacity used in calculating its 

5 1996 aid under section 477A.Ol3 is less than $400 per capita; 

6 and 

7 (iv) at least four percent of the total net tax capacity, 

8 for taxes payable in 1996, of property located in-the city is_ 

9 classified as railroad property. 

10 (d) The city aid base for a city is increased by $200,000 

11 in 1999 and thereafter and the maximum amount of total aid it 

12 may receive under section 477A.013, subdivision 9, paragraph 

13 (c), is also increased by $200,000 in calendar year 1999 only, 

14 provided that: 

15 (i) the city was incorporated as a statutory city after· 

16 December 1, 1993; 

17 (ii) ·its city aid base does not exceed $5, 600; and 

18 (iii) the city had a population in 1996 of 5,000 or more. 

19. (e) The city aid base for a city is increased by $450,000 

20 in 1999 to 2008 and the maximum amount of total aid it may 

21 receive under section 477A.013, subdivision 9, paragraph (c), is 

22. also increased by $450,000 in calendar year 1999 only, provided 

23 that: 

24 (i) the city had a population in 1996 of at least 50,000; 

25 (ii) its population had increased by at least.40 percent in 

26 the ten-year period ending in 1996; and 

27 (iii) its city's net tax capacity for aids payable in 199.8 

28 is less than $700 per capita. 

29 (f) Beginning in 2004, the city aid base for a city is 

30 equal to the sum of its city aid base in· 2003 and the amount of 

31 ad~itional aid it was c~rtified to receive under section 477A.06 

32 in 200~. For 2004 only, the maximum amount of total aid a city 

33 may receive under section 477A.013, subdivision 9, paragraph 

34 (c), is also increased by the amount it was certified to receive 

35 under section 477A.06 in 2003. 

36 (g) The city aid base for a city is increased by $150,000 
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1 for aids payable in 2000 and thereafter, and the maximum amount 

2· of total aid it may ·receive under section 477A.013, subdivision 

.3 9, paragraph (c), is also increased- by $150,000 in calendar year 

4 2000 only, provided that: 

5 (1) the city has a population that is greater than 1,000 

6 and less than 2,500; 

7 (2) its commercial and industrial percentage for aids 

8 payable in 1999 is greater than 45 percent; and 

9 (3) the total market value of all commercial and industrial 

10 property in the city for assessment year 1999 is at least 15 

11 percent less than the total market value of all commercial and 

12 industrial p~operty in the city for assessment year 1998. 

13 (h) The city aid base for a city is increased by $200,000 

14 in 2000 and thereafter, and the maximum amount of total aid it 

15 may receive under section 477A.013, subdivision 9, paragraph 

16 (c), is also increased by $200,000 in calendar year 2000 only, 

17 provided that: 

18 (1) the city had a population in 1997 of 2,500 or more; 

19 (2) the net tax capacity of the city used in calculating 

20 its 1999 aid under section 477A.013 is less than $650 per 

21 capita; 

22 (3) the pre-1940 housing percentage of the city used in 

23 calculating 1999 aid under section 477A.013 is greater than 12 

24 percent; 

25 (4) the 1999 local government aid of the city under section 

26 477A.013 is less than 20 percent of the amount that the formula 

27 aid of the city would have been if the need increase percentage 

28 was 100 percent; and 

29 (5) the city aid base of the city used in calculating aid 

30 

31 

32 

33 

·34 

under section 477A.013 is less than $7 per capita. 

(i) The city aid base for a city is increased by $102,000 

in 2000 and thereafter, and the maximum amount of total aid it 

may receive under section 477A~Ot3, subdivision 9, paragraph 

(c), is also increased by $102,000 in calendar year 2000 only, 

35 provided that: 

36 (1) the city has a population in 1997 of 2,000 or more; 
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1 (2) th~ net tax capacity of the city used in calculating 

2 its 1999 aid under section 477A.013 is less than $455 per 

3 capita; 

4 (3) the net levy of the city used in calculating 1999 aid 

5 under section 477A.013 is greater than $195 per capita; and 

6 (4) the 1999 local government aid of the city under section 

7 477A.013 is less than 38 percent of the amount that the formula 

8 aid of the city would have been if the need increase percentage 

9 was 100 percent. 

10 (j) The city aid base for a city is increased by $32,000 in 

11 2001 and thereafter, and the maximum amount of total aid it may 

12 receive under section 477A.013, subdivision 9, paragraph (c), is 

13 also increased by $32,000 in calendar year 2001 only, provided 

14 that: 

15· (1) the city has a population in 1998 that is greater than 

16 200 but less than 500; 

17 (2) the city's-revenue need used in calculating aids 

18 payable in 2000 was greater than $200 per capita; 

19 (3) the city net tax capacity for the city used in 

20 calculating aids available in 2000 was equal to or less than 

21 $200 per capita; 

22 (4) the city aid base of the city used in calculating aid 

23 under section 477~.013 is less than $65 per capita; and 

24 (5) the city's formula aid for aids payable in 2000 was 

25 greater than zero. 

26 (k) The city aid base for a city is increased by $7,200 in 

27 2001 and thereafter, and the maximum amount of total aid it may 

28 receive under section 477A.013, subdivision 9, paragraph (c), is 

29 also increased by $7,200 in calendar year 2001 only, provided 

30 that: 

31 (1) the city had a population in 1998 that is greater than 

32 200 but less than 500; 

33 (2) the city's commercial industrial percentage used in 

34 calculating aids payable in 2000 was less than ten percent; 

35 (3) more than 25 percent of the city's population was 60 

36 years old or older according to the 1990 census; 
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1 (4) the city aid base of the city used in calculating aid 

2 under section 477A.013 is less than $15 per capita; and 

3 (5) the city's formula aid for- aids payable in 2000 was 

4 greater than zero. 

5 (1) The city aid base for a city is increased by $45,000 in 

6 2001 and thereafter and by an additional $50,000 in calendar 

7 years 2002 to 2011, and the maximum amount of total aid it may 

8 receive under section 477A.013, subdivision 9, paragraph (c), is 

9 also increased by $45,000 in calendar year 2001 only, and by 

10 $50,000 in calendar year 2002 only, provided that: 

11 (1) the net tax capacity of the city used in calculating 

12 its 2000 aid under section 477A.013 is less than $810 per 

l3 capita; 

14 (2) the population of the city declined more than two 

15 percent between 1988 and 1998; 

16 (3) the net levy of the city used in calculatfng 2000 aid 

17 under section 477A.013 is greater than $240 per capita; and 

18 (4) the city received less than $36 per capita in aid under 

19 section 477A.013, subdivision 9, for aids payable in 2000. 

20 (m) The city aid base for a city with a population of 

21 10,000 or more which is located outside of the seven-county 

.22 metropolitan area is increased in 2002 and thereafter, and the 

23 maximum amount of total aid it may receive under section 

,4 477A.013, subdivision 9, paragraph (b) or (c), is also increased 

25 in calendar year 2002 only, by an amount equal to the lesser of: 

26 (l)(i) the total population of the city, as determined by 

27 the United States Bureau of the Census, in the 2000 census, (ii) 

28 minus 5,000, (iii) times 60; or 

29 (2) $2,500,000. 

30 (n) The city aid base is increased by $50,000 in 2002 and 

31 thereafter, and the maximum amount of total aid it may receive 

32 under section 477A.013, subdivision 9, paragraph (c), is also 

33 increased by $50,000 in calendar year 2002 only, provided· that: 

~4 (1) the city is located in the seven-county metropolitan 

.:SS area; 

36 (2) its population in 2000 is between 10,000 and 20,000; 
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1 and 

2 (3) its commercial industrial percentage, as calculated for 

3 city aid payable in 2001, was greater than 25.percent. 

4 (o) The city aid base for a city is increased by $150,000 

5 in calendar years_ 2002 to 2011 and the maximum amount of total 

6 aid it may receive under section 477A.013, subdivision 9, 

7 paragraph (c), is also increased by $150,000 in calendar year 

8 2002 only, provided that: 

9· (1) the city had a population of at least 3,ooo· but no more 

10 than 4,000 in 1999; 

11 (2) its home county is located within the seven-county 

12 metropolitan area; 

13 (3) its pre-1940 housing percentage is less than 15 

14 percent; and 

15 (4) its city net tax capacity per capita for taxes payable 

16 in 2000 is less than $900 per capita. 

17 (p) The city aid base for a city is increased by $200,000 

18 beginning in calendar year 2003 and the maximum amount of total 

19 aid it may receive under section 477A.013, subdivision 9, 

20 paragraph (c), is also increased by $200,000 in calendar year· 

21 2003 only, provided that the city qualified for an increase in 

22 homestead and agricultural credit aid under Laws 1995, chapter 

23 264, article 8, section 18. 

24 (q) The city aid base for a city is increased by $200,000 

25 in 2004 only and the maximum amount of total aid it may receive 

26 under section 477A.013, subdivision 9, is also increased by 

27 $200,000 in calendar year 2004 only, if the city is the site o~ 

28 ~ nuclear dry cask storage facility. 

29 (r) The city aid base for a city is increased by $10,000 in 

30 2004 and thereafter and the maximum total aid it may receive 

31 under section 477A.013, subdivision 9, is also increased by 

32 · $10,000 in calendar year 2004 o~ly, if the city was included in 

33 a federal major disaster designation issued on April 1, 1998, 

34 and its pre-1940 housing stock was decreased by more than 40 

35 percent between 1990 and 2000. 

36 (s) The city aid base for a city is increased by $25,000 in 
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- 1 2006 and thereafter and the maximum total aid it may receive 

2 · under section 477A.013, subdivision 9, is also increased by 

3 $25,000 in calendar year 2006 only-~f the city had a population 

4 in 2003 of at least 1,000 and has a state park for which the 

5 city provides rescue services and which comprised at least 14 

6 percent of the total geographic area included within the city 

7 boundaries in 2000. 

8 [EFFECTIVE DATE.] This section is effective for aids 

9 payable in 2006 and thereafter. 

10 Sec. 10. Minnes0ta Statutes 2004, section 477A.Oll, 

11 subdivision 38, is amended to read: 

12 Subd. 38. [HOUSEHOLD SIZE.] "Household size" means the 

13 average number of persons per hbusehold in the jurisdiction as 

14 most recently estimated and reported by the state 

15 demographer and Metropolitan Council as of July % 15 of the aid 

16 calculation year. A revision to an estimate or enumeration is 

17 effective for these purposes only if it is certified to the 

18 commissioner on or before July 15 of the aid calculation year • 

. 19 Clerical- errors in the certification or use of estimates and 

20 counts established as of July 15 in the aid calculation year are 

·21 subject to correction within the time period~ allowed under 

22 section 477A.014. 

23 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment. 

25 Sec. 11. Minnesota Statutes 2004, section 477A.0124, 

26 subdivision 2, is amended to read: 

27 Subd. 2. [DEFINITIONS.] (a) For the purposes of this 

28 section, the following terms have the meanings given them. 

29 (b) "County program aid" means the sum of "county need aid," 

30 "county tax base equalization aid," and "county transition aid." 

31 .(c) "Age-adjusted population" means a county's population 

32 multiplied by the county age index. 

33 (d) "County age index" means the percentage of the. 

~4 population over age 65 within the county divided by the 

~s percentage of the population over age 65 within the state, 

36 except that the age index for any county may not be greater than 
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1 1.8 nor less than 0.8. 

2 (e) "Population over age 65" means the population over age 

3 65 established as of July i 15 in an aid calculation year by the 

4 most recent federal census, by a special census conducted under 

5 contract with the United States Bureau of the Census, by a 

6 population estimate made by the Metropolitan Council, or by a 

7 population estimate of the state demographer made pursuant to 

8 section 4A.02, whichever is the most recent as to the stated 

9 date of the count or estimate for the preceding calendar 

10 year and which has been certified to the commissioner of revenue 

11 on or before July 15 of the aid calculation year. A revision to 

12 an estimate or count is effective for these purposes only if 

13 certified to the commissioner on or before July 15 of the aid 

14 calculation year. Clerical errors in the certification or use 

15 of estimates and counts established as of July 15 in the aid· 

16 calculation year are subject to correction within the time 

17 periods allowed under section 477A.014. 

18 (f) "Part I crimes" means the three-year average annual 

19 number of Part I crimes reported for each county by the 

20 Department of Public Safety for the most recent years available. 

21 By July 1 of· each year, the commissioner of public safety shall 

22 certify to the commissioner of revenue the number of Part I 

23 crimes reported for each county for the three most recent 

24 calendar years available. 

25 (g) "Households receiving food stamps" means the average 

26 monthly number of households receiving food stamps for the three 

27 most recent years for which data is available. By July 1 of 

28 each year, the commissioner of human services must certify to 

29 the commissioner of revenue the average monthly number of 

30 households in the state and in each county that receive food 

31 stamps, for the three most recent calendar years available. 

32 (h) "County net tax capacity" means the net tax capacity of 

33 the county, computed analogously to city net tax capacity under 

34 section 477A.Oll, subdivision 20. 

35 [EFFECTIVE DATE.] This section is effective the day 

36 following final enactment. 
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1 Sec. 12. Minnesota Statutes 2004, section 477A.0124, 

2 subdivision 4, is amended to read: 

3 Subd. 4. [COUNTY TAX-BASE EQUALIZATION AID.] (a) For 

4 ~005 2006 and subsequent years, the money appropriated to county 

5 tax-base equalization aid each calendar year, after the payment 

6 under paragraph (f), shall be apportioned among the counties 

7 according to each county•s tax-base equalization aid factor. 

8 (b) A county•s tax-base equalization aid factor is equal to 

9 the amount by which (i) $185 times the county's population, 

10 exceeds (ii) 9.45 percent of the county•s net tax capacity. 

11 (c) In the case of a county with a population less than 

12 10,000, the factor determined in paragraph (b) shall be 

13 multiplied by a factor of three. 

14 (d) In the case of a county with a population greater than 

15 or equal to 10,000, but less than 12,500, the factor determined 

16 in paragraph (b) shall be multiplied.by a factor of two. 

17 (e) In the case of a county with a population greater than 

18 500,000, the factor determined in paragraph (b) shall be 

19 multiplied by a factor of 0.25. 

20 (f) Before the money appropriated to county base 

21 equalization aid is apportioned among the ~aunties as provided 

22 in paragraph (a), an amount up to $73,259 is allocated annually_ 

23 to Anoka County and up to $59,664 is annually allocated to 

~4 Washington County for the county to pay postretirement costs of 

25 health insurance premiums for court employees. The allocation 

26 under this paragraph is in addition to the allocations under 

27 paragraphs (a) to (e). 

28 [EFFECTIVE DATE.] This section is effective for aids 

29 payable in 2006 and thereafter. 

30 Sec. 13. Minnesota Statutes 2004, section 477A.013, 

31 subdivision 8, is amended to read: 

32 Subd. 8. [CITY FORMULA AID.] In calendar year 2004 and 

33 subsequent years, the formula aid for a city is equal to the 

14 need increase percentage multiplied by the difference between 

35 (1) the city's revenue need multiplied by its population, and 

36 (2) the sum of the city's net tax capacity multiplied by the tax 
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1 effort rate7 -aftdL the taconite aids under sections 298.28 and 

2 298.282, multiplied by the following percentages: 

3 (i) zero percent for aids payable in 2004; 

4 (ii) 25 percent for aids payable in 2005; 

5 (iii) 50 percent for aids payable in 2006; 

6 (iv) 75 percent for aids payable in 2007; and 

7 (v) 100 percent for aids payable in 2008 and thereafterL 

8 and 

9 for first class cities only, the amount raised by a one-half of 

10 one percent local sales and use tax imposed in the city in the 

11 calendar year before the year in which the aid is being 

12 calculated. 

13 No city may have a formula aid amount less than zero. The need 

14 increase percentage must be the same for all cities. 

15 The applicable need increase percentage must be calculated 

16 by the Department of Revenue so that the total of the aid under 

17 subdivision 9 equals the total amount available for aid under 

.18 section 477A.03 after the subtraction under section 477A.014, 

19 subdivisions 4 and 5. The need increase percentage may not 

20 exceed 100 percent. 

21 [EFFECTIVE DATE.] This section is effective beginning with 

22 a1ds payable in 2006. 

23 Sec. 14. Minnesota Statutes 2004, section 477A.013, 

24 subdivision 9, is amended to read: 

25 Subd. 9. [CITY AID DISTRIBUTION.] (a) In calendar year 

26 2002 and thereafter, each city shall receive an aid distribution 

27 equal to the sum of (1) the city formula aid under subdivision 

28 8, and (2) its city aid base. 

29 (b) ~ne-a±d-£or-a-e±ty-±ft-ea%eftdar-year-z994-sna%%-ftot 

30 exeeed-tne-amottftt-o£-±ts-a±d-ift-ea%eftdar-year-z993-a£ter-ene 

31 redttee±ofts-ttftder-~aws-z9931-P±rse-S~ee±a%-Sess±oft-ena~eer-z%1 

.32 are±ei-e-5• 

33· tet For aids ·payable in 2005 .and thereafter, the total aid 

34 for any city shall not exceed the sum of ·(l) ten percent of the 

35 city's net levy for the year prior to the aid distribution plus 

36 (2) its total aid in the previous year. For aids payable in 
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1 · %665 2006 and thereafter, the total aid for any city with a 

2 population of 2,500 or more, except for a city of the first 

3 class located within the seven-county metropolitan area, may not· 

4 decrease from its total aid under this section in the previous 

5 year by an amount greater than ten percent of its net levy in 

6 the year prior to the aid dist~ibution. 

7 tot 1£2. Por-a±ds-payabie-±n-%664-oniy1-the-totai-a±d-£or-a 

8 e±ty-w±th-a-popttiat±~n-iess-than-%1566-may-not-be-iess-than-the 

9 amottnt-±t-was-eert±£±ed-to-reee±ve-±n-%663-m±ntts-the-greater-o£ 

10 tit-the-redttet±on-to-th±s-a±d-payment-±n-%663-ttnder-Daws-%6631 

11 P±rst-Spee±ai-Sess±on-ehapter-~i,-art±eie-51~or-tzt-£±ve-pereent 

12 0£-±ts-%963-a±d-amottnt. For aids payable in 2005 and 

13 thereafter, the total aid for a city with a population less than 

14 2,500 must not be less than the amount it was certified to 

15. receive in the previous year minus five percent of its 2003 

16 certified aid amount. 

17 [EFFECT!~ DATE.] This section is effective beginning with 

18 aids payable in 2006. 

19 Sec. 15. Minnesota Statutes 2004, section 477A.013, is 

20 amended by adding a subdivision to read: 

21 Subd. 10. [LEVY ADJUSTMENTS FOR AID 

22 DECREASES.] Notwithstanding any local ordinance or charter 

23 provision, a city whose certified aid under subdivision 9. is 

24 less than the amount it received in the previous year under the 

25 same subdivision may increase its levy payable in the same year 

26 as the certified aid is paid by an amount egual to the aid 

27 decrease for that year. 

28 [EFFECTIVE DATE.] This section is effective beginning with 

29 property tax levies payable in 2006 and thereafter. 

30 Sec. 16. Minnesota Statutes 2004, section 477A.03, 

31 subdivision 2a, is amended to read: 

32 Subd. 2a. [CITIES.] For aids.payable in 2004, the total 

33 aids paid under section 477A.013, subdivision 9, are limited to 

~ 34 $429,000,000. For aids payable in 2005 and-therea£ter, the 

35 total aids paid under section 477A.013, subdivision 9, 

36 are ±nereased limited to $437,052,000. For aids payable in 
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1 2006, the total aids paid under section 477A.013, subdivision 9, 

2 is limited to $419,552,000. For aids payable in 2007 and 

3 thereafter, the total aids paid under section 477A.013, 

4 subdivision 9, is limited to $437,052,000 provided that the 

5 taxpayer satisfaction survey in section 275.065 is in effect for 

6 property taxes levied in the year in which the aid is 

7 calculated, otherwise the amount is limited to $419,552,000 •. 

8 [EFFECTIVE DATE.] This section is effective beginning with 

9 aids payable in 2006. 

10 .Sec. 17. Minnesota Statutes 2004, section 477A.03, 

11 subdivision 2b, is amended to read: 

12 Subd. 2b. [COUNTIES.] (a) For aids payable in calendar 

13 year 2005 and thereafter, the total aids paid to counties under 

14 section 477A.0124, subdivision 3, ate limited to $100,500,000. 

15 Each calendar yeat, $500,000 shall be retained by the 

16 commissioner of revenue to make reimbursements to the 

17 commissioner of finance for payments made under section 611.27. 

18 For calendar year 2004, the amount shall be in addition to the 

19 payments authorized under section 477A.0124, subdivision l. For 

20 calendar year 2·005 and subsequent years, the amount shall be 

21 deducted from the appropriation under this paragraph. The 

22 reimbursements shall be to defray the additional costs 

23 associated with court-ordered counsel under section 611.27. Any 

24 retained amounts not used for reimbursement in a year shall be 

25 included in the next distribution of county need aid that is 

26 certified to the county auditors for the .purpose of property tax 

27 reduction for the next taxes payable year. 

28 (b) For aids payable in 2005 and ~herea£~er 2006, the total 

29 aids under section 477A.0124, subdivision 4, are limited to 

30 $105,000,000. For aids payable in 2007 and thereafter, the 

31 total aid under section 477A.0124, subdivision 4, is limited to 

32 .$105,132,923. The commissioner of finance shall bill the 

33 commissione·r of revenue for the- cost of preparation of local 

34 impact notes as required by section 3.987, not to exceed 

35 $207,000 in fiscal year 2004 and thereafter. The commissioner 

36- of education shall bill the commissioner of revenue for the cost 
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1 of preparation of local impact notes for school districts as 

2 required by section 3.987, not to exceed $7,000 in fiscal year 

3 2004 and thereafter. The commissioner of revenue shall deduct 

4 the amounts billed under this paragraph from the appropriation 

5 under.this paragraph. The.amounts deducted are appropriated to 

6 the commissioner of finance and the commissioner of education 

7 for the preparation of local impact notes. 

8 [EFFECTIVE DATE.] This section is effective for aids 

9 payable in 2007 and thereafter. 

10 Sec. 18. Laws 2003, First Special Session chapter 21, 

11 article 5, section 13, is amended to read: 

12 Sec. 13. [2004 CITY AID REDUCTIONS.] 

13 The commissioner of revenue shall compute an aid reduction 

~4 amount for 2004 for each city as provided in this section. 

15 The initial aid reduction amount for each city is the 

16 amount by which the city's aid distribution under Minnesota 

17 Statutes, section 477A.013, and related provisions payable in 

18 2003 exceeds the city's 2004 distribution under those provisions. 

19 The minimum aid reduction amount for a city is the amount 

20 of its reduction in 2003 under ·section 12. If a city receives 

21 an increase to its city aid base under Minnesota Statutes, 

22 section 477A.Oll, subdivision 36, its minimum aid reduction is 

23 reduced by an equal amount. 

l The maximum aid reduction amount for a city is an amount 

25 equal to 14 percent of the city's total 2004 levy plus aid 

26 revenue base, except that if the city has a city net tax 

27 capacity for aids payable in 2004, as defined in Minnesota 

28 Statutes, section 477A.Oll, subdivision 20, of $7oo·per capita 

29 or less, the maximum aid reduction shall not exceed an amount 

30 equal to 13 percent of the city's total 2004.levy plus aid 

31 revenue base. 

32 

33 

If the initial aid reduction amount for a city is less than 

the minimum aid reduction amount for that city, the final aid 

~4 reduction amount for the city is the sum of the initial aid 

~J reduction amount and the lesser of the amount of the city's 

36 payable 2004 reimbursement under Minnesota Statutes, section 
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1 273.1384, or the difference between the minimum and initial aid 

2 reduction amounts for the city, and the amount of the final aid 

3 reduction in excess of the initial ·aid reduction is deducted 

4 from the city's reimbursements pursuant to Minnesota Statutes, 

5 section 273.1384. 

6 If the initial aid ·reduction amount for a city is greater 

7 than the maximum aid reduction amount for the city, the city 

8 receives an additional distribution under this section equal to 

9. the result of subtracting the maximum aid reduction amount from 

10 the initial aid reduction amount. This distribution shall be 

11 paid in equal installments in 2004 on the dates specified in 

12 

13 

14 

15 

16. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

Minnesota Statutes, section 477A.015. The amount necessary for 

these additional distributions is appropriated to the 

commissioner of revenue from the general fund in fiscal year 

2005. 

~he-±n±e±ai-a±d-redttet±on-±s-appi±ed~to-the-e±tyis 

d±ser±bttt±on-pttrsttant-to-M±nnesota-Stattttes,-seet±on-477A•9%37 

and-any-a±d-redttet±on-±n-exeess-o£-the-±n±t±a%-a±d-redttet±on-±s 

appi±ed-eo-the-e±tyis-re±mbttrsements-pttrsttant-to-M±nnesota 

To the extent that sufficient information is available on 

each payment date in 2004, the commissioner of revenue shall pay 

the reimbursements reduced under this section in equal 

installments on the payment dates provided in law. 

[EFFECTIVE DATE.] This section is effective for aids 

payable in 2004. 

Sec. 19. Laws 2003, First Special Session chapter 21, 

article 6, section 9, is amended to read: 

Sec. 9. [DEFINITIONS.] 

(a) For purposes of sections 9 to 15, the following terms 

have the meanings given them in this section. 

(b) The 2003 and 2004 "levy plus aid revenue base" for a· 

33 county is the sum.of that county's certified property tax levy 

34 -for taxes payable in 2003, plus the sum of the amounts the 

35 county was certified to receive in the designated calendar year 

36 as: 
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1 following final enactment. 

2 Sec. 21. [COURT AID ADJUSTMENT.] 

3 For aids payable in 2005 only,- the amount of court aid paid 

4 to Anoka County under Minnesota Statutes, section 273.1398, 

5 subdivision 4a, is increased by $36,630 for aids payable in 2005 

6 only and the amount paid to Washington County under Minnesota 

7 Statutes, section 273.1398, subdivision 4a, is increased by 

8 $29,832 for aids payable in 2005 only. 

9 [EFFECTIVE DATE.] This section is effective for aids 

10 payable in 2005 only. 

11 Sec. 22. [SUPREME COURT BUDGET.] 

12 The district courts general fund appropriation is reduced 

13 by $66,·462 in fiscal year 2006 and $132,923 beginning in fiscal 

14 year 2007 to fund the amount transferred to county tax base 

15 egualization aid to fund the payments under Minnesota Statutes, 

16 section 477A.0124, subdivision 4, paragraph (f), and section 20. 

17 [EFFECTIVE DATE.] This section is effective the day 

18 following final enactment. 

19 ARTICLE 4 

20 DEPARTMENT OF REVENUE PROPERTY TAXES 

21 Section 1. Minnesota Statutes 2004, section 168A.05, 

22 subdivision la, is amended to read: 

23 Subd. la. [MANUFACTURED HOME; STATEMENT OF PROPERTY TAX 

24 PAYMENT.] In the case of a manufactured home as defined in 

25 section 327.31, subdivision 6, the department shall not issue a 

26 certificate of title unless the application under section 

27 168A.04 is accompanied with a statement from the county auditor 

28 or county treasurer where the manufactured home is presently 

29 located, stating that all manufactured home personal property 

.30 taxes levied on the unit in the name of the current owner.at the 

31 time of transfer have b~en paid. For this purpose, manufactured 

32 home personal property taxes are treated as levied on January 1 

33 of the payable year. 

34 [EFFECTIVE DATE.] This section is effective the day 

35 ·following final enactment. 

36 Sec. 2. Minnesota Statutes 2004, section 270.11, 
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1 subdivision 2, is amended to read: 

2 Subd. 2. [COUNTY ASSESSOR'S REPORTS OF ASSESSMENT FILED 

3 WITH COMMISSIONER.] Each county assessor shall file by April 1 

4 with the commissioner of revenue a copy of the abstract that 

5 will be acted upon by the local and county boards of review. 

6 The abstract must list the real and personal property in the 

7 county itemized by assessment districts. The assessor of each 

8 county in the state shall file with the commissioner, within ten· 

9 working days following final action of the local board of review 

10 or equalization and within five days following final action of 

11 the county board of equalization, any changes made by the local 

12 or county board. The information must be filed in the manner 

13 prescribed by the commissioner. It must be accompanied by a 

14 printed or typewritten copy of the proceedings of the 

15 appropriate board. 

16 The final abstract of assessments after adjustments by the 

17 State Board of Equalization and inclusion of any omitted 

18 property shall be submitted to the commissioner of revenue on or 

19 before S~ptember 1 of each calendar year. The final abstract 

20 must separateiy report the captured tax capacity of tax 

21 increment financing districts under section 469.177, subdivision 

22 2, the meero~o%±eBft-revefttte areawide net tax capacity 

23 contribution vB%tte values determined under seee±oft sections 

4 276A.05, subdivision 1, and 473F.07, subdivision 1, and the 

25 value subject to the power line credit under section 273.42. 

26 [EFFECTIVE DATE.] This section is effective the day 

27 following final enactment. 

28 Sec. 3. Minnesota Statutes 2004, section 270.16, 

29 subdivision 2, is amended to read: 

30 Subd. 2. [FAILURE TO APPRAISE.] When an assessor has 

31 failed to properly appraise at least ofte-qttBreer one-fifth of 

32 the parcels of property in.a.district or county as provided in 

33 section 273.01, the commissioner of revenue shall appoint a 

34 special ass~ssor and deputy assessor as necessary and cause a 

~s reappraisal to be made of the property due for reassessment in 

36 accordance with law. 
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1 [EFFECTIVE DATE.] This section is effective the day 

2 following final enactment. 

3 Sec. 4. Minnesota Statutes 2004, section 272.01, 

4 subdivision 2, is amended to read: 

5 Subd. 2. (a) When any real or personal property which is 

6 exempt from ad valorem taxes, and taxes in lieu thereof, is 

7 leased, loaned, or otherwise made available and used by a 

8 private individual, association, or corporation in connection 

9 with a business conducted for profit1 there shall be imposed a 

10 tax, for the privilege of so using or possessing such real or 

11 personal property, in the same amount and to the same extent as 

12 though the lessee or user was the owner of such property. 
) 

13 (b) The tax imposed by this subdivision shall not apply to: 

14 (1) property leased or used as a concession in or relative 

15 to the use in whole or part of a public park, market, 

16 fairgrounds, port authority, economic development authority 

17 established under chapter 469, municipal auditorium, municipal 

18 parking facility, municipal museum, or municipal stadium; 

19 (2) property of an airport owned by a city, town, county, 

20 or group thereof which is: 

21 (i) leased to or used by any person or entity -including a 

22 fixed base operator; and 

23 (ii) used as a hangar for the storage or repair of aircraft 

·24 or to provide aviation goods, services, or facilities to the 

25 airport or general public; 

26 the exception from taxation provided in this clause does not 

27 apply to: 

28 (i) property located at an airport owned or operated by the 

29 Metropolitan Airports Commission or by a city of over 50,000 

30 population according to the most recent federal census or such a 

31 city's airport authority; 

32 (ii) hangars leased by a private individual, association, 

33 or corporation in connection with a business conducted for 

34 profit other than an aviation-related business; or 

35 (iii) facilities leased by a private individual, 

36 association, or corporation in connection with a business for 
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1 profit, that consists of a major jet engine repair facility 

2 financed, in whole or part, with the proceeds of state bonds and 

3 located in a tax increment financing district; 

4 (3) property constituting or used as a public pedestrian. 

5 ramp or concourse in connection with a public airport; of 

6 (4} property constituting or used as a passenger check-in 

7 area or ticket sale counter, boarding area, or luggage claim 

8 area in connection with a public airport but not the airports 

9 owned or operated by the Metropolitan Airports Commission or 

10 cities of over 50,000 population or an airport authority 

11 therein. Real estate owned by a municipality in connection with 

12 the operation of a public airport and lea$ed or used for 

13 agricultural purposes is not exempti 

14 (5) property leased, loaned, or otherwise made available to 

15 a private individual, corporation, or association under a 

16 cooperative farming agreement made pursuant to section 97A .. 135; 

17 or 

18 (6) property leased, loaned, or otherwise made available to 

19 a private individual, corporation, or association under section 

20 272.68, subdivision 4. 

21 (c) Taxes imposed by this subdivision are payable as in the 

22 case of p~rsonal property taxes and shall be assessed to the 

23 lessees or users of real or personal property in the same manner 

24 as taxes assessed to owners of real or personal property, except 

25 that such taxes shall not become a lien against the property. 

26 When due, the taxes shall constitute a debt due from the lessee 

27 or user to the state, township, city, county, and school 

28 district for·which the taxes were assessed and shall be 

29 collected in the same manner as personal property taxes. If 

30 property subject to the tax imposed by this subdivision is 

31 leased or used jointly by two or more persons, each lessee or 

32 user shall be jointly and severally liable for payment of the 

33 tax. 

34 (d) The tax on real property of the state or any of its 

35 political subdivisions that is leased by a private individual, 

36 association, or corporation and becomes taxable under this 
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1 subdivision or other provision of law must be assessed and 

2 collected as a personal property assessment. The taxes do not 

3 become· a lien against the real property. 

4 [EFFECTIVE DATE.] This section is effective the day 

5 following final enactment. 

6 Sec. 5. Min~esota Statutes 2004, section 272.02, 

7 subdivision la, is amended to read: 

8 Subd. la. [LIMITATIONS ON EXEMPTIONS.] The exemptions 

9 gr~nted by subdivision 1 are subject to the limits contained in 

10 the other subdivisions of this section, section 272.025, or 

11 i~3T±37-sttbd±v±s±oa-i57-paragraph-fet7-e±atts~-t~t-or-fit7-or 

12 paragraph-fdt7-e~attse-fit and all other provi~ions of applicable 

13 law. 

14 [EFFECTIVE DATE.] This section is effective the day 

15 following final enactment. 

16 Sec. 6. Minnesota Statutes 2004, section 272.02, 

17 subdivision 7, is amended to read: 

18 Subd. 7. [INSTITUTIONS OF PUBLIC CHARITY.] Institutions of 

19 purely pu.blic charity are exempt exeept-paree±s-0£-properey 

20 eoata±a±ag-strttetttres-aad-the-sertteettres-deser±bed-±a-seee±oa 

21 i~37~37-sttbd±v±s±oa-i57-paragraph-tet7-other-thaa-~hose-th~t 

22 qtta~±£y-£or-exempt±oa-ttader-sttbd±v±s±oa-i6. In determining 

23 whether rental housing property qualifies for exemption under 

24 this subdivision, the following are not gifts or donations to 

25 the owner of the rental housing: 

26 (1) rent assistance provided by the government to or on 

27 behalf of tenants; and 

28 (2) financing assistance or tax credits provided by the 

29 government to the owner on condition that specific units or a 

30 specific quantity of units be set aside for persons or families 

31 with certain income characteristics. 

32 [EFFECTIVE DATE.] This section is effective for taxes 

33 payable in 2004 and thereafter. 

34 Sec. 7. Minnesota Statutes 2004, section 272.02, is 

35 amended by adding a subdivision to reaQ: · 

36 Sribd. 68. [PROPERTY SUBJECT TO TACONITE PRODUCTION TAX OR 
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1 NET PROCEEDS TAX.] (a) Real and personal property described· in 

2 section 298.25 is exempt to the extent the tax on taconite and 

3 iron sulphides under section 298.24- is described in section 

4 298.25 as being in lieu of other taxes on such property. This 

5 exemption applies for taxes· payable in each year that the tax 

6 un~er section 298.24 ·is payable with respect to such property. 

7 (b) Deposits of mineral, metal, or energy resources the 

8 mining of which is subject to taxation under section 298.015 are 

9 exempt .. This exemption applies for taxes payable in each year 

10 that the tax under section 298.015 is payable with respect to 

11 such property. 

12 [EFFECTIVE DATE.] This section is effective.the day 

13 following .final enactment. 

14 Sec. 8. Minnesota Statutes 2004, section 272.02, is 

15 amended by adding a subdivision to read: 

16 Subd. 69. [RELIGIOUS CORPORATIONS.] Personal and real 

17 property that a religious corporation, .formed under section 

18 317A.909, necessarily uses for a religious purpose is exempt to 

19 the extent provided in section 317A.909, subdivision 3. 

20 [EFFECTIVE DATE.] This section is effective the day 

21 following final enactment. 

22 Sec. 9. Minnesota Statutes 2004, section 272.02, is 

23 amended by adding a subdivision to read: 

24 Subd. 70. [CHILDREN'S HOMES.] Personal and real property 

25 owned by a corporation formed under section 317A.907 is exempt 

26 to the extent provided in section 317A.907, subdivision 7. 

27 [EFFECTIVE DATE.] This section is effective the day 

28 following final enactment. 

29 Sec. 10. Minnesota Statutes 2004, section 272.02, is 

30 amended by adding a subdivision to read: 

31 Subd. 71. [HOUSING AND REDEVELOPMENT AUTHORITY AND TRIBAL 

32 HOUSING AUTHORITY PROPERTY.] Property owned by a housing and 

33 redevelopment authority described in chapter 469, or by a 

34 designated housing authority described in section 469.040, 

35 subdivision 5, is exempt to the extent provided in chapter 469. 

36 [EFFECTIVE DATE.] ·This section is effective the day 
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1 following final enactment. 

2 Sec. 11. Minnesota Statutes 2004, section 272.02, is 

3 amended by adding a subdivision to~ead: 

4 Subd. 72. [PROPERTY OF HOUSING AND REDEVELOPMENT 

5 AUTHORITIES.] Property of projects of housing and redevelopment 

6 authorities are exempt to the extent permitted by sections 

7 469.042, subdivision 1, and 469.043, subdivisions 2 and 5. 

8 [EFFECTIVE DATE.] This section is effective the day 

9 f6llowing final enactment. 

10 Sec. 12. Minnesota Statutes 2004, section 272.02, is 

11 amended by adding a subdivision to read: 

12 Subd. 73. [PROPERTY OF REGIONAL RAIL AUTHORITY.] Property 

13 of a regional rail authority as defined in chapter 398A is 

14 exempt to the extent permitted by section 398A.05. 

15 [EFFECTIVE DATE.] This section is effective the day 

16 following final enactment. 

17 Sec. 13. Minnesota Statutes 2004, section 272.02, is 

18 amended by adding a subdivision to read: 

19 Subd. 74. [SPIRIT MOUNTAIN RECREATION AREA 

20 AUTHORITY.] Property owned by the Spirit Mountain Recreation 

21 Area Authority is exempt from taxation to the exterit provided in 

22 Laws 1973, chapter 327, section 6. 

23 Sec.' 14. Minnesota Statutes 2004, section 272.02, is 

24 amended by adding a subdivision to read: 

25 Subd. 75. [INSTALLED CAPACITY DEFINED.] For purposes of 

26 this section, the term "installed capacity" means generator 

27 nameplate capacity. 

28 [EFFECTIVE DATE.] This section is effective the day 

29 following final enactment. 

30 Sec. 15. Minnesota Statutes 2004, section 272.029, 

31 subdivision 4, is amended to read: 

32 Subd. 4. [REPORTS.] (a) An owner of a wind energy 

33 conversion system subject to tax under subdivision 3 shall file 

34 a report with the commissioner of revenue annually on or before 

35 Maren·February 1 detailing the amount of electricity in 

36 kilowatt-hours that was produced by the wind .energy conversion 
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1 system for the previous calendar year. The commissioner shall 

2 prescribe the form of the report. The report must contain the 

3 information required by the commissioner to determine the tax 

4 due to each county under this section for the current year. If 

5· an owner of a wind energy conversion system subject to taxation 

6 under this section fails to file the report by the due date, the 

7 commissioner of revenue shall determine the tax based upon the 

8 nameplate capacity of the system multiplied by a capacity factor 

9 of 40 percent. 

10 (b) On or before Maren-3± February 28, the commissioner of 

11 revenue shall notify the own~r of the wind energy conversion 

12 systems of the tax due to each county for the current year and 

13 shall certify to the county auditor of each county in which the 

14 systems are located the tax due from each owner for the current 

15 year. 

16 [EFFECTIVE DATE.] This section is effective for reports and 

17 certifications due in 2006 and thereafter. 

18 Sec. 16. Minnesota Statutes 2004, section 272.029, 

19 ·subdivision 6, is amended to read: 

20 Subd. 6. [DISTRIBUTION OF REVENUES.] Revenues from the 

21 taxes imposed under subdivision 5 must be part of the settlement 

22 between the county treasurer and the county auditor under 

23 section 276.09. The revenue must be distributed by the county 

24 auditor or the county treasurer to a±± local taxing 

25 jurisdictions in which the wind energy conversion system is 

26 located7 as follows: beginning with distributions in 2006, 80 

27 percent to counties; 14 percent to cities and townships; and six 

28 percent to school districts; and for distributions occurring in 

29 2004 and 2005 in the same. proportion that each of the local 

30 taxing jurisdiction's current year's net tax capabity based tax 

31 rate is to the current year's total local net tax capacity.based 

32 rate. 

33 [EFFECTIVE DATE.] This section is effective the day 

34 .following final enactment. 

35 Sec. 17. Minnesota· Statutes 2004, section 273.11, 

36 subdivision 8, is amended to read: 
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1 Subd. 8. [LIMITED EQUITY COOPERATIVE APARTMENTS.] For the 

2 purposes of this subdivision, the terms defined in this 

3 subdivision have the meanings given them. 

4 A "limited equity cooperative" is a corporation organized 

5 under chapter 308A or 308B, which has as its primary purpose the 

6 provision of housing and related services to its members which 

7 meets one of the following criteria with respect to the income 

8 of its members: (1) a minimum of 75 percent of members must 

9 have incomes at or less than 90 percent of area median ~ncome, 

10 (2) a minimum of 40 percent of members must have incomes at or 

11 less than 60 percent of area median income, or (3) a minimum of 

12 20 percent of members must have incomes at or less than 50 

13 percent of area median income. For purposes of this clause, 

14 "member income" shall mean the income of a member existing at 

15 the time the member acquires cooperative membership, and median 

16 income shall mean the St. Paul-Minneapolis metropolitan area 

17 median income as determined by the United States Department of 

18 Housing and Urban Development. It must also meet the following 

19 requirements: 

20 (a) The articles of incorporation set the sale price of 

21 occupancy entitling cooperative shares or memberships at no more 

22 than a transfer value determined as provided in the articles. 

23 That value may not exceed the sum of the following: 

24 (1) the consideration paid for the membership or shares by 

25 the first occupant of the unit, as shown in the records of the 

26 corporation; 

27 (2) the fair market value, as shown in the records of the 

28 corporation, of any improvements to the real property that were 

29 installed at the sole expense of the member with the prior 

30 approval of the board of directors; 

31 (3) accumulated interest, or an inflation allow~nce not to 

32 exceed the. greater of a ten percent annual noncompounded 

33 increase on the consideration paid for the membership or share 

34 by the first occup~nt of the unit, or the amount that would have 

35 been paid on that consideration if interest had been paid on it 

36 at the rate of the percentage increase in the revised Consumer 

Article 4 Section 17 106 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 Price Index for All Urban Consumers for the Minneapolis-St. Paul 

2 metropolitan area prepared by the United States Department of 

3 Labor, provided that the amount determined pursuant to this 

4 clause may not exceed $500 for each year or fraction of a year 

5 the membership or share was owned; plus 

6 (4) real property capital contributions shown in the 

7 records of the corporation to have been paid by the transferor 

8 member and previous holders of the same membership, or of 

9 separate memberships that had entitled occupancy to the unit of 

10 the member involved. These contributions include contributions 

11 to a corporate reserve account the use of which is restricted to 

12 real property improvements or acquisitions, contributions to the 

13 corporation which are used for real property improvements or 

14 acquisitions, and the amount of principal amortized by the 

15 corporation on its indebtedness due to the financing of real 

16 property acquisition or improvement or the averaging of 

17 principal paid by the corporation over the term of its real · 

18 property-related indebtedness. 

19 (b) The articles of incorporation require that the board of 

20 dir·ectors limit the purchase price of stock or membership 

21 interests for new member-occupants or resident shareholders to 

22 an amount which does not exceed the transfer value for the 

23 membership or stock as defined in clause (a). 

24 (c) The articles of incorporation require that the total 

25 distribution out of capital to a member shall not exceed that 

26 transfer value. 

27 (d) The articles of incorporation require that upon 

28 liquidation of the corporation any assets remaining after 

29 retirement of corporate debts and distribution to members will 

30 be conveyed to a charitable organization described in section 

31 50l(c)(3) of the Internal Revenue Code of 1986, as amended 

32 through December 31, 1992, or a public agency. 

33 A "limited equity cooperative apartment" is a dwelling unit 

34 owned by a limited equity cooperative. 

35 "Occupancy entitling cooperative share ~r membership" is 

36 the ownership interest in a cooperative organization which 
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1 entitles the holder to an exclusive right to Qccupy a dwelling 

2 unit owned or leased by the cooperative. 

3 For purposes of taxation, the -a~sessor shall value a unit 

4 owned by a limited-equity cooperative at the lesser of its 

5 market value or the value determined by capitalizing the net 

6 operating income of a comparable apartment operated on a_rental 

7 basis at the capitalization rate used in valuing comparable 

8 buildings that are not limited equity cooperatives. If a 

9 cooperative fails to operate in accordance with the provisions 

10 of clauses (a) to (d), the property shall be subject to 

11 additional property taxes in the amount of the difference 

12 between the taxes determined in accordance with this subdivision 

13 for the last ten years that the property had been assessed 

14 pursuant to this subdivision and the amount that would have been 

15 paid if the provisions of this subdivision had not applied to 

16 it. The additional taxes, plus interest at the rate specified 

17 in section 549.09, shall be extended against the property on the 

18 tax list for the current year. 

19 [EFFECTIVE DATE.] This section is effective for taxes 

20 payable in 2004 and thereafter. 

21 Sec. 18. ·Minnesota Statutes 2004, section 273.124, 

22 subdivision 3, is amended to read: 

23 Subd. 3. [COOPERATIVES AND CHARITABLE CORPORATIONS; 

24 HOMESTEAD AND OTHER PROPERTY~] (a) When property is owned by a 

25 corporation or association organized under chapter 308A or 308B, 

26 and each person who owns a share or shares ·in the corporation or 

27 association is entitled to occupy a building on the property, or 

28 a unit within a building on the property, the corpor~tion or 

29 association may claim homestead treatment for each dwelling, or 

30 for each unit.in the case of a building containing several 

31 dwelling units, or for the part of the value of the building 

32 occupied by a shareholder. _Each building or unit must be 

33 designated by legal description or number. The net tax capacity 

34 of each building or unit that qualifies for assessment as a 

35 ·homestead under this subdivision mµst include not more than 

36 one-half acre of land, if platted, nor more than 80 acres if 
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1 unplatted. The net tax capacity of the property is the sum of 

2 the net tax capacities of each of the respective buildings or 

3 units comprising the property, including the net tax capacity of 

4 each unit's or building's proportionate share of the land and 

5 any common buildings. To qualify for the treatment provided by 

6 this subdivision, the corporation or association must be wholly 

7 owned by persons having a right to occupy a building or unit 

8 owned by the corporation or association. A charitable 

9 corporation organized under the laws of Minnesota and not 

10 otherwise exempt thereunder with no outstanding stock qualifies 

11 for homestead treatment with respect to member residents of the 

12 dwelling units who have purchased and hold residential 

13 participation warrants entitling them to occupy the units. 

14 (b) To the extent provided in paragraph (a), a cooperative 

15 or corporation organized under chapter 308A may obtain separate 

16 assessment and valuation, and separate property tax statements 

17 for each residential homestead, residential nonhomestead, or for 

18 each seasonal residential recreational building or unit not used 

19 for commercial purposes. The appropriate class rates under 

20 section 273.13 shall be applicable as if each building or unit 

21 were a separate tax parcel; provided, however, that the tax 

22 parcel which exists at the time the cooperative or corporation 

23 makes application under this subdivision shall be a single 

24 parcel for purposes of property taxes or the enforcement and 

. 25 collection thereof, other than as provided in paragraph (a) or 

26 this paragraph. 

27 (c) A member of a corporation or association may initially 

28 obtain the separate assessment and valuation and separate 

29 property tax statements, as provided in paragraph (b), by 

30 applying to the assessor by June 30 of the assessment year. 

31 (d) When a building, or dwelling units within a building, 

32 no longer qualify under paragraph (a) or (b), the current owner 

33 must notify the assessor within 30 days. Failure to notify the 

34 assessor within 30 days shall result in the loss of benefits 

35 under paragraph (a) or (b) for taxes payable in the year that 

36 the failure is discovered. For these purposes, "benefits under 
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1 paragraph {a) or {b)" means the difference in the net tax 

2 capacity of the building or units which no longer qualify as 

3 computed under paragraph {a) or {b}-· and as computed under the 

4 otherwise applicable law, times the local tax rate applicable to 

5 the building for that taxes payable year. Upon discovery of a 

6 failure to notify, the assessor shall inform the auditor of the 

7 difference in net. tax capacity for the building or buildings in 

8 which units no longer qualify, and the auditor shall calculate. 

9 the benefits under paragraph {a) or {b). Such amount, plus a 

10 penalty equal to 100 percent of that amount, shall then be 

11 demanded of the building's owner. The property owner may appeal 

12 the county's determination by serving copies of a petition for 

13 review with county officials as provided in section 278.01 and 

14 filing a proof of service as provided in section 278.01 with the 

15 Minnesota Tax Court within 60 days of the date of the notice 

16 from the county. The appeal shall be governed by the Tax Court 

17 procedures provided in chapter 271, for cases relating to the 

18 tax laws as defined in section 271.01, subdivision 5; 

19 disregarding sections 273.125, subdivision 5, and 278.03, but 

20 including section 278. as·, subdivision. 2. If the amount of the 

21 benefits under paragraph {a) or {b) and penalty ar~ not paid 

22 within 60 days, and if no appeal has been filed, the county 

23 auditor shall certify the amount of the benefit.and penalty to 

24 the succeeding year's tax list to be collected as part of the 

25 property taxes on the affected property. 

26 [EFFECTIVE DATE.] This section is effective for taxes 

27 payable in 2004 and thereafter. 

28 Sec. 19. Minnesota Statutes 2004, section 273.124, 

29 subdivision 6, is amended to read: 

30 Subd. 6. [LEASEHOLD COOPERATIVES.] When one or more 

31 dwellings or one or more buildings which each contain several 

32 dwelling uni ts is owned by a nonprofit ·corporation subject to 

33 the provisions of chapter 317A and qualifying under section 

34 50l{c){3) or 50l{c)(4) of the Internal Revenue Code of 1986,·as 

35 am.ended thr'ough December 31, 1990, or a limited partnership 

36 which corporation or partnership operates the property in 
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1 conjunction with a cooperative ass6ciation, and has received 

2 public financing, homestead treatment may be claimed by the 

3 cooperative association on behalf of the members of the 

4 cooperative for each dwelling unit occupied by a member of the 

5 cooperative. The CQoperative association ~ust provide the 

6 assessor with the Social Security numbers of those members. To 

7 qualify for the treatment provided by this subdivision, the 

8 following conditions must be met: 

9 (a) the cooperative association must be organized under 

10 chapter 308A or 308B and all voting members of the board of 

11 directors must be resident tenants of the cooperative. and must 

12 be elected by the resident tenants of the cooperative; 

13 (b) the cooperative association must have a lease for 

14 occupancy of the property for a term of at least 20 years, which 

15 permits the cooperative association, while not in default on the 

16 lease, to participate materially in the management of the 

17 property, including material participation in establishing 

18 budgets, setting rent levels, and hiring and supervising a 

19 management agent; 

20 (c) to the extent permitted under state or federal law, the 

21 cooperative association must have a right under a written 

22 agreement with the owner to purchase the property if the owner 

23 proposes·to sell it; if the cooperative association does not 

24 purchase the property it is offered for sale, the owner may not 

25 subsequently sell the pr9perty to another purchaser at a price 

26 lower than .the price at which it was offered for sale to the 

27 cooperative association unless the cooperative association 

28 approves the sale; 

29 (d) a minimum of 40 percent of the cooperative 

30 association's members must have incomes at or less than 60 

31 percent of area median gross income as determined by the United 

32 States Secretary of Housing and Urb.an Development under section 

33 142(d)(2)(B) of the Internal Revenue Code of 1986, as amended 

34 through December 31, 1991. For purposes of this clause, "member 

35 income" means the income of a member existing at the time the 

36 member acquire.s cooperative membership; 
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1 (e) if a limited partnership owns the property, it must 

2 include as the managing general partner a nonprofit organization 

3 operating under the provisions of chapter 317A and qualifying 

4 under section 50l(c).(3) or 50l(c)(4) of the Internal Revenue 

5 Code of 1986, as amended through December 31, 1990, and the 

6 limited partnership agreement must provide that the managing 

7 general partner have sufficient powers so that it materially 

8 participates in the management and control of the limited 

9 partnership; 

10 (f) prior to becoming a member of a leasehold cooperative 

11 described in this subdivision, a person must have received 

12 notice that (1) describes leasehold cooperative property in 

13 plain language, including but not limited to the effects of 

14 classification under this subdivision on rents, property taxes 

15 and tax credits or refunds, and operating expenses, and (2) 

16 states that copies of the articles of incorporation and bylaws 

17 of the cooperative association, the lease between the owner and 

18 the cooperative association, a sample sublease between the 

19 cooperative association and a tenant, and, if the owner is a 

20 partnership, a copy of the limited partnership agreement, can be 

21 obtained upon :written request at no charge from th~ owner, and 

22 the owner must send or deliver the materials within seven days 

23 after receiving any request; 

24· (g) if a dwelling unit of a building was occupied on the 

25 60th day prior to the date on which the unit became leasehold 

26 cooperative property described in this subdivision, the notice 

27 described in paragraph (f) must have been sent by first class 

28 mail to the occupant of the unit at least 60 days prior to the 

29 date on which the unit became leasehold cooperative property. 

30 For purposes of the notice under this paragraph, the copies of 

·31 the documents referred to in paragraph (f) may be in proposed 

32 version, provided that any subsequent material alteration of 

33 those documents made after the occupant has requested a copy 

34 shall be disclosed to any occupant who has requested a copy of 

35 the document. Copies of the articles of incorporation and 

36 certificate of limited partnership shall be filed with the 
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1 secretary of state after the expiration of the 60-day period 

2 unless the change to leasehold cooperative status does not 

3 proceed; 

4 (h) the county attorney of the county in which the property 

5 is located must certify to the assessor that the property meets 

6 the requirements of this subdivi~ion; 

7 (i) the public financing received must be from at least one 

8 of the following sources: 

9 (1) tax increment financing proceeds used for the 

10 acquisition or rehabilitation of the building or interest rate 

11 write-downs relating to the acquisition of the building; 

12 (2) government issued bonds exempt from taxes under section 

13 l03 of the Internal Revenue Code of 1986, as amended through 

14 December 31, 1991, the proceeds of which are used for the 

15 acquisition or rehabilitation of the building; 

16 (3) programs under section 22l(d)(3), 202, or 236, of Title 

17 II of the National Housing Act; 

18 (4) rental housing program funds under Section 8 of the 

19 United States Housing Act of 19~7 or the market rate family 

20 graduated payment mortgage program funds administered by the 

21 Minnesota Housing Finance Agency that are uied for-the 

22 acquisition or rehabilitation of the building; 

23 (5) low-income ho~sing credit under section 42 of the 

24 .Internal Revenue Code of 1986, as amended through December 31, 

25 1991; 

26 (6) public financing provided by a local government used 

27 for the acqui~ition or rehabilitation of the building, including 

28 grants or loans from (i) federal community development block 

· 29 grants; (ii) HOME block grants; or (iii) residential rental 

30 bonds issued under chapter 474A; or 

31 (7) other rental housing program funds provided by the 

32 Minnesota Housing Finance Agency for the acquisition or 

33 rehabilitation of the building; 

34 (j) at the time of the .initial request for homestead 

35 classification or of any transfer of ownership of the property, 

36 the governing body of the municipality in which· the property is 
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1 located must hold a public hearing and make the following 

2 findings: 

3 (1) that the granting of the homestead treatment of the 

4 apartment's·units will facilitate safe, clean, affordable 

5 housing for the cooperative members that would otherwise not be 

6 available absent the homestead designation; 

7 (2) that the owner has presented information satisfactory 

8 to the governing body showing that the savings garnered from the 

9 homestead designation of the units will be used to reduce 

10 tenant's rents or provide a level of furnishing or maintenance 

11 not possible absent the designation; and 

12 (3) that the requirements of paragraphs (b), (d), and (i) 

13 have been met. 

14 Homestead treatment must be afforded to units occupied by 

15 members of the cooperative association and the units must be 

16 assessed as provided in subdivision 3, provided that any unit 

17 not so occupied shall.be classified and assessed pursuant to the 

18 appropriate class. No more than three acres of land may, for 

19 assessment purposes, be included with each dwelling unit that 

20 qualifies for homestead treatment under this subdivision. 

21 When dwelling units no longer qualify under this 

22 subdivision, the current owner must notify the assessor within 

23 60 days. Failure to notify the assessor within 60 days shall 

24 result in the loss of benefits under this subdivision for taxes 

25 payable in the year that the failure is discovered. For these 

26 purposes, "benefits under this subdivision" means the· difference 

27 in the net tax capacity of the units which no longer qualify as 

28 computed under this subdivision and as computed under the 

29 otherwise applicable law, times. the lbcal tax rate applicable to 

30 the building for that taxes payable year. Upon discovery of a 

31 failure to notify, the assessor shall inform the auditor of the 

32 difference in net tax capacity for the building or buildings in 

33 which units no longer qualify, and the auditor shall calculate 

34 the.benefits under this subdivision. Such amount, plus a 

35 penalty equal to 100 percent of that amount, shall then be 

36 demanded of the building's owner. ~he property owner may appeal 
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1 the county's determination by serving copies of a petition for 

2 review with county officials as provided in section 278.01 and 

3 filing a proof of service as provided in section 278.01 with the 

4 Minnesota Tax Court within 60 days of the date of the notice 

5 from the county. The appeal shall be governed by the Tax Court 

6 procedures provided in chapter 271, for cases relating to the 

7 tax laws as defined in section 271.01, subdivision 5; 

8 disregarding sections 273.125, subdivision 5, and 278.03, but 

9 including section 278.05, subdivision 2. If the amount of ·the 

10 benefits under this subdivision and penalty are not paid within 

11 60 days, and if n·o appeal has been filed, the county auditor 

12 shall certify the amount of the benefit and penalty to the 

13 succeeding year's tax list to be collected as part of the 

14 property taxes on the affected buildings. 

15 [EFFECTIVE DATE.] This section is effective for taxes 

16 payable in 2004 and thereafter. 

17 Sec. 20. Minnesota Statutes 2004, section 273.124, 

18 subdivision 8, is amended to read: 

19 Subd. 8. [HOMESTEAD OWNED BY OR LEASED TO FAMILY FARM 

20 CORPORATION, JOINT FARM VENTURE, LIMITED LIABILITY COMPANY;.oR 

21 PARTNERSHIP.] (a) Each family farm corporation,-eaeh; each joint 

22 family farm venture,; and each limited liability company,-and 

23 eaeh or partnership operae±n9 whic~ operates a family farmi is 

24 entitled to class lb under section 273.13, subdivision 22, 

25 .Paragraph (b), or class 2a assessment for one homestead occupied 

26 by a shareholder, member, or partner thereof who is residing on 

27 the land, and actively engaged in farming of the land owned by 

28 the family farm corporation, joint family farm venture, limited 

29 liability company, or partnership operae±n9-a-£am±iy-£arm. 

30 Homestead treatment applies .even if legal title to the property 

31 is in the name of the family farm corporation, joint family farm 

32· venture, limited liability company, or partnership operae±n9-ehe 

33 £am±iy-£arm, and not in the name of the person residing on it. 

34 "Family farm corporation," "family farm," and "partnership 

35 operating a family farm" have the meanings given in section 

36 500.24, except that the number of allowable shareholders, 
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1 members, or partners under this subdivision shall not exceed 

2 12. "Limited liability company" has the meaning contained in 

3 sections 322B.03, subdivision 28, and 500.24, subdivision 2, 

4 paragraphs (1) and (m). "Joint family farm venture".means a 

5 cooperative agreement among two or more farm enterprises 

6 authorized to operate a family farm under section 500.24. 

7 (b) In addition to property specified in paragraph (a), any 

8 other residences owned by family farm corporations, joint family 

9 farm ventures, limited liability companies, or partnerships 

10 operat±ft9~a-£am±%y-£arm described in paragraph (a) which are 

11 located on agricultural land and occupied as homesteads by its 

12 shar~holders, members, or partners who are actively engaged in 

13 farming on behalf of that corporation, joint farm venture, 

14 limited liability company, or partnership must also be assessed 

15 as class 2a property or as ciass lb property under section 

16 273.13. 

17 (c) Agricultural property that is owned by a member, 

18 partner, or shareholder of a family farm corporation or joint 

19 family farm venture, limited liability company operating a 

20 family farm, or by a partnership operating a f~mily farm and 

21 leased to the family farm corporation, limited liability 

22 company, or partnership operat±ft9-a-£am±%y-£arm, or joint farm 

23 venture, as defined in paragraph (a), is eligible for 

24 classification as class lb or class 2a under section 273.13, if 

25 the owner is actually residing on the property, and is actually 

26 engaged in farming the land on behalf of that corporation, joint 

27 farm venture, limited liability company, or partnership. This 

28 paragraph. applies w~thout regard to any legal possession rights 

29 of the family farm· corporation, joint family farm venture, 

30 limited liability company, or partnership operat±ft9-a-£am±%y 

31 £arm under the lease. 

32 [EFFECTIVE DATE.I This section is effective the day 

33 following final enactment. 

34 Sec. 21. ~innesota Statutes 2004, section 273.124, 

35 subdivision 21, is amended to read: 

36. Subd. 21. [TRUST PROPERTY; HOMESTEAD.] Real property held. 
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1 by a trustee under a trust is eligible for classification as 

2 homestead property if: 

3 ( 1) the gr an tor or surviving s·pouse of the gr an tor of the 

4 trust occupies and uses the property as a homestead; 

5 (2) a relative or surviving relative of the grantor who 

6 meets the requirements of subdivision 1, paragrap~ (c), in the 

7 case of residential real estate; or subdivision 1, paragraph 

8 (d), in the case of agricultural property, occupies and uses the 

9 property as a homestead; 

10 (3) a family farm corporation, joint farm venture, limited 

11 liability company, or partnership operating a family farm rents 

12 the property held by a trustee under a trust,- and the grantor, 

13 the spouse of the grantor, or the son or daughter of the 

14 grantor, who is also a shareholder, member, or partner of the 

15 corporation, joint farm venture, limited liability company, or 

16 partnership occupies and uses the property as a homestead, afid 

17 or is actively farming the property on behalf of the 

18 corporation, joint farm venture, limited liability company, or 

19 partnership; or 

20 (4) a person who has received homestead classification for 

21 property taxes payable in 2000 on the basis of an unqualified 

22 legal right under the terms of the trust agreement to occupy the 

23 property as that person's homestead and who continues to use the 

24 property as a homestead or a person who received the homestead 

25 ciassification for taxes payable in 2005 under clause (3) who 

26 does not qualify under clause (3) for taxes payable in 2006 or 

27 thereafter but who continues to qualify under clause (3) as it 

28 existed for taxes payable in 2005. 

29 For purposes of this subdivision, "grantor" is defined as 

30 the person creating or establishing a testamentary, inter Vivos, 

31 revocable or irrevocable trust by written instrument or through 

32 the exercise of a power of appointment. 

33 [EFFECTIVE DATE.] This section is effective for .taxes 

34 payable in 2006 and thereafter. 

35 Sec. 22. Minnesota Statutes 2004, section 273.1315, is 

36 amended to read: 
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1 273.1315 [CERTIFICATION OF lB PROPERTY.] 

2 Any property owner seeking classification and assessment of 

3 the owner's homestead as class lb property pursuant to section 

4 273.13, subdivision 22, paragraph (b), shall file with the 

5 commissioner of revenue a lb homestead declaration, on a form 

6 prescribed by the commissioner. The declaration shall contain 

.7 the following information: 

8 (a) the information necessary to verify that on or before 

9 June 30 of the filing year, the property owner or the owner's 

10 spouse satisfies the requirements of section 273.13, subdivision 

11 22, paragraph (b), for lb classification; and 

12 (b) any additional information prescribed by the 

13 commis.sioner. 

14 The declaration must be filed .on or before October 1 to be 

15 effective for. property taxes payable during the succeeding 

16 calendar year. The declaration and any supplementary 

17 information received from the property owner pursuant to this 

18 section shall be subject to chapter 270B. If approved by the 

19 commissioner, the declaration remains in effect until the 

20 property no longer qualifies under section 273.13, subdivision 

21 22, paragraph (b). Failure to notify the commissioner within 30 

22 days that the property no longer qualifies under that paragraph 

23 because of a sale, change in.occupancy, or change in the status 

24 or condition of an occupant shall result in the penalty provided 

25 in section 273.124, subdivision 13, computed on the basis of the 

26 cla~s lb benefits for the property, and the property shall lose 

27 its cuirent class lb classification. 

28 The commissioner shall provide to the assessor on or before 

29 November 1 a listing· of the parcels of property qualifying for 

30 lb classification. 

31 [EFFECTIVE DATE.] This section is effective the day 

32 following final enactment. 

33 Sec. 23. Minnesota Statutes 2004, section 273.19, 

34 subdivision la, is amended to read: 

35 Subd. la. For purposes of this section, a lease includes 

36 any agreement, except a cooperative farming ·agreement pursuant 
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1 to section 97A.135, subdivision 3, or a lease executed pursuant 

2 to section 272.68, subdivision 4, permitting a nonexempt person 

3 or entity to use the property, regardless of whether the 

4 agreement is ·characterized as a lease. A lease has a "term of 

5 at least one year" if the term is for a period of less than one 

6 year and the lease permits the parties to renew the lease 

7 without requiring that similar terms for leasing the property 

8 will be offered to other applicants or bidders through a 

9 competitive bidding or other form of offer to potential lessees 

10 or users. 

11 [EFFECTIVE DATE.] This section is effective the day 

12 following final enactment. 

13 Sec. 24. Minnesota Statutes 2004, section 273.372, is 

14 amended to read: 

15 273.372 [PROCEEDINGS AND APPEALS; UTILITY OR RAILROAD 

16 VALUATIONS. ] 

17 Subdivision 1. [SCOPE.] (a) As provided in this section, 

18 an appeal by a utility or railroad company concerning the 

19 exempe±en7-~a±ttae±on,-or-e±ass±£±eae±on-0£ property for which 

20 the commissioner of revenue has provided the city or county 

21 assessor with valuations by order, or for which the commissioner 

22 has recommended values to the city or county assessor, must be 

23 brought against the commissioner ±n-~ax-eottre-or-±n~d±ser±ee 

24 eottre-0£-ehe-eottney-where-ehe-properey-±s-±oeaeed, and not 

25 against the county or taxing district where·the property is 

26 located. 

27 (b) This section governs administrative appeals and appeals 

28 to court of a claim that utility or railroad operating property 

29 has been partially, unfairly, or unequally assessed, or assessed 

30 at a valuation gre~ter than its real or actual value, 

31 misclassified, or that the property is exempt. This section 

32 applies only to property described in sections 270.81, 

33 subdivision 1, 273.33, 273.35, 273.36, and 273.37, and only with 

34 regard to taxable net tax capacities that have been provided to 

35 the city or county by the commissioner and which have not been 

36 changed by city or county. If the taxable net tax capacity 
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1 being appealed is not the taxable net tax capacity established 

2 by the commissioner, or if the appeal claims that the tax rate 

3 applied against the parcel is incor-rect, ·or that the tax has 

4 been paid, this section does not apply. 

5 Subd. 2. [CONTENTS AND FILING OF PETITION.] (a) In all 

6 appeals to court that are required to be brought against the 

7 commissioner under this section, the petition initiating the 

8 appeal must be served on the commissioner and must be filed with 

9 the Tax Court in Ramsey County, as provided in paragraph (b) or~ 

10 J_2l!_ 

11 (b) If the appeal to court is from an order of the 

12 commissioner, it must be brought under chapter 271, except that 

13 when the provisions of this section conflict with chapter 271, 

14 this section prevails. / In addition, the peti ti.on must include 

15 all the parcels encompassed by that order which the petitioner 

16 claims have been partially, unfairly, or unequally assessed, 

17 assessed at a valuation gr~ater than their real or actual value, 

18 misclassified, or are exempt. For this purpose, an order of the 

19 commissioner is either (1) a certification or notice of value by 

20 the commissioner for property described in subdivision 1, or (2) 

21 the final determination by the commissioner of either an 

22 administrative appeal conference or informal administrative 

23 appeal described in subdivision 4. 

24 J_£L If the appeal is from the exem~t±on,-va~ttat±on, 

25 e~ass±£±eat±on,-or ~ax that results from implementation of the 

26 commissioner's order, certification, or recommendation, it must 

27 be brought under chapter 278, and the provisions in that chapter 

28 apply, except that service shall be on the commissioner only and 

29 not on the eottnty local officials specified in section 278.01, 

30 subdivision 1, and if any other provision of this section 

31 conflicts with chapter 278, this section prevails. In addition7 

32 the petition must include either all the utility parcels or all 

33 the. railroad parcels in the state in which the petitioner claims 

34 an interest and which the· petitioner claims have been partially, 

35 . unfairly, or unequally assessed, assessed at a valuation greater 

36 than their real or actual value, misclassified, or are 
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1 exempt. ~h±s~pro~±s±on-app±±es-to-the-property-deser±bed-±n 

2 seet±ons-~73.33,-~73.351-~73•361-and-z73.377-bttt-on±y-±£-the 

3 appea±ed-~a±ttes-ha~e~rema±ned-ttnehanged-£rom-those-pro~±ded-to 

4 the-e±ty-or-eottnty~by-the-eomm±ss±oner.--%£-the-exempt±on7 

5 ~a±ttat±on7-or-e±ass±£±eat±on-be±ng-appea±ed-has-been-ehanged-by 

6 the-e±ty-or-eottnty7-then-the-aet±on-mttst-be-brottght-ttnder 

7 ehapter-z78-±n-the-eottnty-where-the-property-±s-±oeated-and 

8 proper-ser~±ee-mttst-be-made-ttpon-the-e~ttnty-o££±e±a±s-as 

9 spee±£±ed-±n-seet±on-z78•0±1-sttbd±~±s±on~±. 

10 Subd. 3. [NOTICE.] Upon filing of any appeal in court by a 

11 utility company or railroad against the commissioner pursuant to 

12 this section, the commissioner shall give notice by first class 

13 mail to the county auditor of each county wh±eh-wott±d-be 

14 a££eeted-by-the-appea± where property included in the petition 

15 . is located. 

16 Subd. 4. [ADMINISTRATIVE APPEALS.] (a) Companies that 

17 submit the reports under section 270.82 or 273.371 by the date 

18 specified in that section, or by the date specified by the 

19 commissioner in an extension, may appeal administratively to the 

20 commissioner ttnder-the-proeedttres-±n-seet±on-~79•±±7-sttbd±~±s±on 

21 61 prior to bringing an action in ~ax-€ottrt-or-±n-o±str±et court 

22 7-howe~er,-±nst±tttt±ng-an-adm±n±strat±~e-appea± by submitting a 

23 written request with the commissioner does-not-ehange-or 

24 mod±£y for a conference within ten days after the date of the 

· 25 commissioner's valuation certification or notice to the company, 

26 or by May 15, whichever is earlier. The commissioner shall 

27 conduct the conference upon the commissioner's entire files and 

28 records and such further information as may be offered. . The 

29 conference must be held no later than 20 days after the date of 

30 the commissioner's valuation certification or notice to the 

31 company, or by the date specified by the commissioner inan 

32 extension. Within 60 days after the conference the commissioner 

33 shall make a final determination of the matter and shall notify 

34 the company promptly of the determination. The conference is 

35 not a contested case hearing. 

36 (b) In addition to the opportunity for a conference under 
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1 paragraph (a), the commissioner shall make a more informal 

2 procedure available to railroad and utility companies to 

3 question values established by the-commissioner through 
_.,-

4 certification or notice. The availability of the informal 

5 procedure does not change or modify the deadline for requesting 

6 a conference under paragraph (a), the deadline in section 271.06 

7 for appealing an order of the commissioner ±n-~ax-eottrtL or the 

8 deadline in section 278.01 for ~±x±ng~a-~ro~erty-tax-exa±m-or 

9 objeet:±on-±n-~ax-eottrt:-or-d±st:r±et appealing property taxes in 

10 court. 

11 [EFFECTIVE DATE.] This section is effective September 1, 

12 2005, and thereafter. 

13 Sec. 25. Minnesota Statutes 2004, section 274.014, 

14 subdivision 2, is amended to read: 

15 Subd. 2. [APPEALS AND EQUALIZATION COURSE.] By-no-xat:er 

16 tnan-aanttary-%, Beginning in 2006, and each year thereafter, 

17 there must be at least one member at each meeting of a local 

18 board of appeal and equalization who has attended an appeals and 

19 equalization course developed or approved by the commissioner 

20 within the last four years, as certified by the commissioner. 

21 The course may be offered in conjunctio~-with a meeting of the 

22 Minnesota League of Cities or the Minnesota Association of 

23 Townships. The course content must include, but need not be 

24 limited to, a review of the handbook developed by the 

25 commissioner under subdivision 1. 

26 [EFFECTIVE DATE.] This section is effective the day 

27 following final enactment. 

28 Sec. 26. Minnesota Statutes 2004, section 274.014, 

29 subdivision 3, is amended to read: 

30 Subd. 3. [PROOF OF COMPLIANCE; TRANSFER OF DUTIES.]~ 

31 Any city or town that does-not conducts local boards of appeal 

32 and equalization meetings must provide proof to the county 

33 assessor by December 1, 2006, and each year thereafter, that it 

34 is in compliance with the requirements of ·subdivision 27 -and 

35 t:hat:-±t:·-nad. Beginning in 2006, this notice must also verify 

36 that there was a quorum of voting members at each meeting of the 
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1 board of appeal and equalization in the pr±or current'year7~ 

2 city or town that does not comply with these requirements is 

3 deemed to have transferred its board of appeal and equal.ization 

4 powers to the county ttnder-seee±on-~74.9x7-sttbd±v±s±on-37 

5 £or beginning with the following year's assessment and 

6 continuing unless the powers are reinstated under paragraph (c). 

7 . (b) The county shall notify the taxpayers when the board of 

8 appeal and equalization for a city or town has been transferred 

g· to the county under this subdivision and, prior to the meeting 

10 time of the county board of equalization, the county shall make 

11 available to those taxpayers a procedure for a review of the 

12 assessments, including, but not limited to, open book meetings. 

13 This alternate review process shall take place in April and May. 

14 J.E1 A local board whose powers are transferred to the 

15 county under this subdivision may be reinstated by resolution of 

16 the governing body of the city or town and upon proof of 

17 compliance with the requirements of subdivision 2. The 

18 resolution and proofs must be provided to the county a~sessor by 

19 December 1 in order to.be effective for the following year's 

20 assessment. 

21 [EFFECTIVE DATE.] This section is effective the day 

22 following final enactment. 

23 Sec. 27. Minnesota Statutes 2004, section 274.14, is 

24 amended to read: 

25 274.14 [LENGTH OF SESSION; RECORD.] 

26 ~ne-eottney-board-0£-eqttai±zae±on-or-ene-spee±ai-board-0£ 

27 eqttai±zae±on-appo±need-by-±e-snaii-meee-dttr±ng-ene-iase-een 

28 meee±n9~days-±n-~ttne.--Por-en±s-pttrpose,-llmeee±n9-daysll-are 

29 de£±ned-as-any-day-0£-ene-week-exeittd±n9-Satttrday-and-Sttnday. 

30 The board may meet on any ten consecutive meeting days in June, 

31 after the second Friday in June,-±£~ The actual meeting dates 

32 are must be contained on the valuation notices mailed to each 

33 property owner in the county ttnder as provided in section 

34 273 .121. For this purpose., "meeting days" is defined as any day 

35 of the week excluding Saturday and Sunday. No action taken by 

36 the county board of review after June 30 is valid, except for 
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1 corrections permitted in sections 273.01 and 2/4.01. The county 

2 auditor shall keep an accurate record of the proceedings and 

3 orders of the board. The record must be published like other 

4 p'roceedings of c·ounty commissioners. A copy of the published 

5 record must be sent to the commissioner of revenue, with the 

6 abstract of assessment required by section 274.16. 

7 [EFFECTIVE DATE.] This section is effective the day 

8 following final enactment. 

9 Sec. 28. Minnesota Statutes 2004, section 275.07, 

10 subdivision 1, is amended to read: 

11 Subdivision 1. [CERTIFICATION OF LEVY.] (a) Except as 

12 provided under paragraph {b), the taxes voted by cities, 

13 counties, school districts, and special districts shall be 

14 certified by the proper authorities io the county auditor 6n or 

15 before five working days after December 20 in each year. A town 

16 must certify the levy adopted by the town board to the county 

17 auditor by September 15 each year. If the town board modifies 

18 the levy at a special town meeting after September 15, the town 

19 board must recertify its levy to the county auditor on or before 

20 five working days after December 20. ~he-taxes-eert±£±ed-sha~~ 

21 be-redtteed-by-the-eottftty-attd±eor-by-ehe-a±d-reee±ved-ttftder 

22 seee±oft-~~3~~3987-sttbd±v±s±oft-3~ If a ~ity~ town, county, 

23 school district, or special district fails to certify its levy 

24 by that date, its levy shall be the amount levied by it for the 

25 preceding year. 

26 (b){i) The taxes voted by counties under sections 103B.241, 

27 103B.245, and 103B.251 shall be separately certified by the 

28 county to the county auditor on or before five working days 

29. after December 20 in each year. The taxes certified shall not 

30 . be reduced by the county auditor by the aid received under 

31 section 273.1398, subdivision 3. If a county fails to certify 

32 its levy by that date, its levy shall be the amount levied by it 

33 for the preceding year. 

34 (ii) For purposes of the proposed property tax notice under 

35 section 275.065 and the property tax statement under section 

36 276.04, for the first year in which the county implements the 
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1 provisions of this paragraph, the county auditor shall reduce 

2 the county's levy for the preceding year to reflect any amount 

3 levied for water management purposes under clause (i) included 

4 in the county's levy. 

5 [EFFECTIVE DATE.] This section is effective the day 

6 following final enactment. 

7 Sec. 29. Minnesota Statutes 2004, section 275.07, 

8 subdivision 4, is amended to read: 

9 Subd. 4. [REPORT TO COMMISSIONER.] (a) On or before 

10 October 8 of each year, the county auditor shall report to the 

11 commissioner of revenue the proposed levy certified by local 

12 units of government under section 275.065, subdivision 1. If 

13 any taxing authorities have notified the county auditor that 

14 they are in the process of. negotiating an agreement for sharing, 

15 merging, or consolidating services'but that when the proposed 

16 .levy was certified under section 275.065, subdivision le, the 

17 agreement was not yet finalized, the county auditor shall supply 

18 that information to the commissioner when filing the report 

19 under this section apd shall recertify the affected levies as 

20 soon as practical after October 10. 

21 (b) On or before January 15 of each year, the-county 

22 auditor shall report to the commissioner of revenue the final 

23 ·1evy certified by local units of government under subdivision 1. 

24 (c) The levies must be reported in the manner prescribed by 

25 the commissioner. 'Phe-f'e
1

pof'ts-mttst-show-a-tota3:-3:e't'y-and-the 

26 amottnt-o£-eaeh-speeia3:-3:e't'y~ 

27 [EFFECTIVE DATE.] This section is effective the day 

28 following final enactment. 

29 Sec. 30. Minnesota Statutes 2004, section 276.112, is 

30 amended to read: 

31 276.112 [STATE PROPERTY TAXES; COUNTY TREASURER.] 

32 On or before January 25 each year, for the period ending 

13 December 31 of the prior year, and on or before June ~9 28 each 

34 year, for the period ending on the most recent settlement day 

35 determined in section 276.09, and on or before December 2 each 

36 .year, for the period ending November 20, the county treasurer 
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1 must make full settlement with th~ county auditor according to 

2 sections 276.09, 276.10, and 276.111 for all receipts of state 

3 property taxes levied under aection 275.025, and must transmit 

4 those receipts to the commissioner of revenue by electronic 

5 means. 

6 [EFFECTIVE DATE.] This section is effective the day 

7 following final enactment. 

8 Sec. 31. Minnesota Statutes 2004, section 282.016, is 

9 amended to read: 

10 282.016 [PROH.IBITED PURCHASERS.] 

11 Ne (~) A county auditor~ county treasurer, county attorney, 

12 court administrator of the district court, er county assessor 

13 erL supervisor of assessments, er deputy or clerk or an employee 

14 of such officer, and-no a commissioner for tax-forfeited lands 

15 or an assistant to such commissioner may, must not become a 

16 purchaser, either .. personally or as an agent or attorney for 

17 another person, of the properties.offered for sale under the 

18 provisions of this chapter,-eieher-persena~~y,-er-as-agene-or 

19 aeeorney-£or-any-oeher-persen,-exeepe-ehee in the county for 

20 which the person perfor~s duties. A person prohibited from 

21 purchasing property under this section must not directly or 

22 indirectly have another person purchase it on behalf of the 

23 prohibited purchaser for the prohibited purchaser's benefit or 

24 gain. 

25 (b) Notwithstanding paragraph (a), such officer, deputy, 

26 eettre-adminisereeor clerk, or employee or commissioner for 

27 tax-forfeited lands or assistant·to such commissioner may (1) 

28 purchase lands owned by that official at the time the state 

29 became the absolute owner thereof or (2) bid upon and purchase 

30 forfeited property offered for sale under the alternate sale 

31 procedure descri~ed in section 282.01, ~ubdivision 7a. 

32 [EFFECTIVE DATE.] This section is effective the day 

33 following final enactment. 

34 Sec. 32. Minnesota Statutes 2004, .section 282.08, is 

35 amended to read: 

36 282.08 [APPORTIONMENT OF PROCEEDS TO TAXING DISTRICTS.] 
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1 The net proceeds from the sale or rental of any parcel of 

2 forfeited land, or from the sale of products from the forfeited 

3 land, must be apportioned by the county auditor to the taxing. · 

4 districts interested in the land, as follows: 

5 (1) the-amettnts-neeessary-te-pay-the-state-genera±-tax-±evy 

6 aga±nse-the-paree±-£er-taxes-payab±e-±n-the-year-£or-wh±eh-the 

7 eax-jttdgmene-was-entered7-and-£er-eaeh-sttbseqttene-payab±e-year 

8 ttp-te-and-±ne±ttd±ng-ehe-year-e£-£er£e±tttre7-mttse-be-appert±ened 

9 ee-ehe-staeet 

10 f2t the. portion required to pay any amounts included in the 

11 appraised value under section 282.01, subdivision 3, as 

12 representing increased value due to any public improvement made 

13 after forfeiture of the parcel to the state, but not exceeding 

14 the amount certified by the clerk of the municipality must be 

15 apportioned to the municipal subdivision entitled to it; 

16 f3t J1J_ the portion required to pay any amount included in 

17 the appraised value under section 282.019, subdivision 5, 

18 representing increased value due to response actions taken after 

19 forfeiture of the parcel to the state, but not exceeding the 

20 amount of expenses certified by the Pollution Control Agency or 

21 the commissioner of agriculture, must be apportioned to the 

22 agency or· the commissioner of agriculture and deposited in the 

23 fund from which the expenses were paid; 

24 f4t Jl.l the portion of the remainder required to discharge 

25 any special assessment chargeable against the parcel for 

26 drainage or other purpose whether due or deferred at the time of 

27 forfeiture, must be apportioned to the municipal subdivision 

28 entitled to it; and 

29 f5t l_!L any balance must be apportioned as follows: 

30 (i) The county board may annually by resolution set aside 

31 no more than 30 percent of the receipts remaining to be used for 

32 timber development on tax-forfeited land and dedicated memorial 

33 forests, to be expended under the supervision of the county 

34 board. It must be expended only on projects approved by the 

35 commissioner of natural resources. 

36 (ii) The county board may annually by resolution set aside 
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1 no more than 20 percent of the receipts remaining to be used for 

2 the acquisition and maintenance of county·p~rks or recreational 

3 areas as defined in sections 398.31 to 398.36, to be expended 

4 under the supervision of the county board. 

5 (iii} Any balance remaining must be apportioned as 

6 follows: county, 40 percent; town or city, 20 percent; and 

7 school district, 40 percent, provided, however, that in 

8 unorganized territory that portion which would have accrued to 

9 the township must be administered by the county board of 

10 commissioners. 

11 [EFFECTIVE DATE.] This section is effective the day 

12 following final enactment for state general tax levy amounts 

13 payable in 2004 and thereafter .. 

14 Sec~ 33. Minnesota Statutes 2004, section 282.15, is 

15 amended to read:· 

16 282.15 [SALES OF FORFEITED AGRICULTURAL LANDS.] 

17 The sale shall be conducted by the auditor of the county in 

18 which the parcels lie. The parcels shall be sold to the highest 

19 bidder but not for less than the appraised value. The sales 

20 shall be for cash or on the following terms: The appraised 

21 value of all merchantable timber on agricultural lands shall be 

22 paid for in full at the date of sale. At least 15 percent of 

23 the purchase price of the land shall be paid in cash at the time 

24 of purchase. The balance shall be paid in not more than 20 

25 equal annual installments, with interest at a rate equal to the 

26 rate in effect at the time under section 549.09 on the unpaid 

27 balance each year. Both principal and interest are due and 

28 payable .on December 31 each year following that in which ·the 

29 purchase was made. The purchaser may pay any number of 

30 installments of principal and interest on or before their due 

31 date. When the sale is on terms other than for cash in full, 

32 the purchaser shall receive from the county auditor a contract 

33 for deed, in a form prescribed by the attorney general. The 

34 county auditor shall make a report to the commissioner of 

35 natural resources· not more than 30 days after each public sale 

36 showing the lands sold at the sales, and submit a copy of each 
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1 contract of sale. 

2 All lands sold pursuant to this section sha3:3:7-on-ehe 

3 seeond-day-0£-a:anttary-£03:3:ow±n9-the-date-0£-the-sa3:e7 must be 

4 restored to the tax rolls and become subject to taxation in the 

5 same manner as they were assessed and taxed before becoming the 

6 absolute property of the state for the assessment year 

7 determined under section 272.02, subdivision 38, paragraph (c). 

8 [EFFECTIVE DATE.] This section is effective for sales 

9 occurring on or after July 1, 2005. 

10 Sec. 34. Minnesota Statutes 2004, section 282.21, is 

11 amended to read: 

12 282.21 [FORM OF CONVEYANCE.] 

13 When any sale has been made under sections 282.14 to 

14 282.22, upon payment in full of the purchase price, appropriate 

15 conveyance in fee in such form as may be prescribed by the 

16 attorney general shall be issued by the commissioner of finance 

17 to the purchaser or the purchaser 1 s assigns and this conveyance 

18 shall have the force and effect of a patent from the state. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 35. Minnesota Statutes 2004, section 282.224, is 

22 amended to read: 

23 282.224 [FORM OF CONVEYANCE.] 

24 When any sale has been made under sections 282.221 to 

25 · 282.226, upon payment in full of the purchase price, appropriate 

26 conveyance in fee, in such form as may be prescribed by the 

27 attorney general, shall be issued by the commissioner of natural 

28 resources to the purchaser or the purchaser's assignee, and the 

29 conveyance shall have the force and effect of a patent from the 

30 state. 

31 [EFFECTIVE DATE.] This section is effective the day 

32 following final enactment. 

33 Sec. 36. Minnesota Statutes 2004, section 282.301, is 

34 amended to read: 

35 282.301 [RECEIPTS FOR PAYMENTS.] 

36 When any sale has been made under sections 282.012 and 
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1 282.241 to 282.324, the purchaser shall receive from the county 

2 auditor at the time of .repurchase a receipt, in such form as may 

3 be prescribed by the attorney gener-al. When the purchase price 

4 of a parcel of land shall be paid .in full, the following facts 

5 shall be certified by the county auditor to the commissioner of 

6 revenue of the state of Minnesota: the description of land, the 

7 date of sale, the name of the purchaser or the purchaser's 

8 assignee, and the date when the final installment of the 

9 purchase price was paid. Upon payment in full of the purchase 

10 price, the purchaser or the assignee shall receive a quitclaim 

11 deed from the state, to be executed by the commissioner of 

12 revenue. The deed must be sent to the county auditor who shall 

13 have it recorded-before it is forwarded to the purchaser. 

14 Failure to make any payment herein required shall constitute 

15 default and upon such default and cancellation in accord with · 

16 section 282.40, the right, title and interest of the purchaser 

17 or the purchaser's heirs, representatives, or assigns in such 

18 parcel shall terminate. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 37. Minnesota Statutes 2004, section 290B.05, 

22 subdivision 3, is amended to read: 

23 Subd. 3. [CALCULATION OF DEFERRED PROPERTY TAX AMOUNT.] 

24 When final property tax amounts for the following year have been 

25 determined, the county auditor shall calculate the "deferred 

_26 property tax amount.'' The deferred property tax amount is equal 

27 to the lesser of (1) the maximum allowable deferral for the 

28 year; or (2) the difference. between ill the total amount of 

29 property taxes and special assessments levied upon the 

30 qualifying homestead by all taxing jurisdictions and (ii) the 

31 maximum property tax amount. Any-spee±a~-assessments-%e~±ed-by 

32 any-%oea%-:-ttnH~-o£-go~er-nment-mttst-not-be-±ne%ttded-±n-tne-tota% 

33 tax-ttsed-to-ea%ett%ate-tne-de£erred-tax-amottftt• For this purpose 

34 "special assessments" includes any assessment, fee, or other 

35 charge that may by law, and which does, appear on the property 

36 tax statement for the property for collection under the laws 
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1 applicable to the enforcement of real estate taxes. Any tax 

2 attributable to new improvements made to the property after the 

3 initial application has been approved under section 290B.04, 

4 subdivision 2, must be excluded when determining any subsequent 

5 deferred property tax amount. The county auditor shall 

6 annually, on or before April 15, certify to the commissioner of 

7 revenue the property tax deferral amounts determined under this 

8 subdivision by property and by owner. 

9 [EFFECTIVE DATE.] This section is effective for amounts 

10 ·deferred in 2006 and thereafter. 

11 Sec. 38. Minnesota Statutes 2004, section 290C.05, is 

12 amended to read: 

13 · 290C.05 [ANNUAL CERTIFICATION.] 

14 On or before July 1 of each year, beginning with the year 

15 after the claimant has received an approved application, the 

16 commissioner shall send each claimant enrolled under the 

17 · sustainable forest incentive program a certification form. The 

18 claimant must sign the certification, attesting that the 

19 requirements and conditions for continued enrollment in the 

20 program are currently being met, and must return the signed 

21 certification form to the commissioner by August lS of that same 

22 year. Pa±ittre-to If the claimant does not return an annual 

23 certification form by the due date shaii-resttit-±ft-removai-0£ 

24 the-iaftds-£rom-the-prov±s±ofts-o£-the-sttsta±ftabie-£orest 

25 ±fteeftt±ve-pro9ram7 -aftd-the-±mpos±t±eft-o£-afty-appi±eabie-removai 

26 peftaity, the provisions in section 290C.ll apply. ~he-eia±maftt 

27 may-ap~eai-the-removai-aftd-afty-assoe±ated-peftaity-aeeerd±ft9-to 

28 the-proeedttres-aftd-w±th±ft-the-t±me-aiiowed-ttftder-th±s-ehapter. 

29· [EFFECTIVE DATE.] This section is effective the day 

30 following final enactment. 

31 Sec. 39. [290C.055] [LENGTH OF COVENANT.] 

32 The covenant remains in effect for a minimum of eight 

33 years. If land is removed from the program b~fore it has been 

34 enrolled for four years, the covenant remains in effect for 

35 eight years from the date recorded. 

36 If land that has been enrolled for four years or more is 

Article 4 Section 39 131 



HF785 THIRD ENGROSSMENT [REVISOR BT H0785-3 

1 removed from the program for any reason, there is a waiting 

2 period before the covenant terminates. The covenant terminates 

3 on January 1 of the fifth calendar-year that begins after the 

4 date that: 

5 (1) the commissioner receives notification from the 

6 claimant that the claimant wishes to remove the land from the 

7 program under section 290C.10; or 

8 (2) the date that the land is removed from the program 

9 under section 290C.ll. 

10 Notwithstanding the other provisions of this section, the 

11 covenant is terminated at the same time that the land is removed 

12 from·the program.due to acguisitiort of title or possession for a 

13 public purpose under section 290C.10. 

14 [EFFECTIVE DATE.] This section is effective the day. 

15 following final enactment. 

16 Sec. 40. Minnesota Statutes 2004, section 290C.10, is 

17 amended to read: 

18 290C.10 [WITHDRAWAL PROCEDURES.] 

19 An approved claimant under the sustainable forest incentive 

20 program for a minimum of .four years may notify the commissio_ner 

21 of the intent to terminate enrollment. Within 90 days of 

22 receipt of notice to terminate enrollment, the commissioner 

23 shall inform the claimant in writing, acknowledging receipt of 

24 · this notice and indicating· the effective date of termination 

25 from the sustainable forest incentive program. Termination of 

26 enrollment in the sustainable forest incentive program occurs on 

27 January 1 of the fifth calendar year that begins after receipt 

28 _by the commissioner of the termination notice. After the 

29 commissioner issues an effective date of termination, a claimant 

30 wishing to continue the land's enrollment in the sustainable 

31 · forest incentive program beyond the termination date must apply 

32 for enrollment as prescribed in section 290C.04. A claimant who 

33 withdraws a parcel of land from this program may not reenroll 

34 the parcel for a period of three ye·ars. Within 90 days after 

35 the termination date, the commissioner shall execute and 

36 acknowledge a document·releasing the land from the covenant 
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1 required under this chapter. The document must be mailed to the 

2 claimant and is entitled to be recorded. The commissioner may 

3 allow early withdrawal from the Sustainable Forest Incentive Act 

4 without penalty ±n-eases-0£-eondemnae±on when the state of 

5 Minnesota, any local government unit, or any other entity which 

6 has the right of eminent domain acquires title or possession to 

7 the land for a public purpose notwithstanding the provisions of 

8 this section. In the case of such acquisition, the commissioner 

9 shall execute and acknowledge a document releasing the land 

10 acquired by the state, local government unit, or other entity 

11 from the covenant. All other enrolled land must remain in the 

12 program. 

13 [EFFECTIVE DATE.] This section is ef·fective the day 

14 following final enactment. 

15 Sec. 41. Minnesota Statutes 2004, section 373.45, 

16 subdivision 7, is amended to read: 

17 ·subd. 7. [AID REDUCTION FOR REPAYMENT.] {a) Except as 

18 ·provided in paragraph {b), the commissioner may· reduce, by the 

19 amount paid by the.state under this section on behalf of the 

20 county, plus the interest due on the state payments, the 

21 £oxxow±ng-a±ds-payabxe-eo-ehe-eottney~ 

22 tit-homeseead-and-agr±ettxettrax-ered±e-a±d-and-d±spar±ey 

23 redttee±on-a±d-payabie-ttnder-seee±on-%73•%398; 

24 tzt-eottney-er±m±nax-jttse±ee-a±d-payabxe-ttnder-seee±on. 

25 477A.axzx;-and 

26 t3t-£am±xy-preser~ae±on-a±d-payab!e-ttnder-seee±on-477A•0izz 

27 county program aid under section 477A.0124. 

28 The amount of any aid reduction reverts from the appropriate 

29 account to the state general fund. 

30 {b) If, after review of the financial situation of the 

31 county, the authority advises the cqmmissioner that a total 

32 reduction of the aids would cause an undue hardship on the 

33 county, the authority, with the approval of the commissioner, 

34 may establish a different schedule for reduction of aids to 

35 repay the state. The amount of aids to be reduced are decreased 

36 by any amounts repaid to the state by the county from other 
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1 revenue sources. 

2 [EFFECTIVE DATE.] This section .is effective for aid payabl·e 

3 in 2005 and thereafter. 

4 Sec. 42. Minnesota Statutes 2004, section 469.1735, 

5. subdivision 3, is amended to read: 

6 Subd. 3. [TRANSFER AUTHORITY FOR PROPERTY TAX.] (a) A Gity 

7 may elect to use all or part of its allocation under subdivision 

8 2 to reimburse the city or county oi both for property tax 

9 reductions under section 272.0212. To elect this ·option, ~he 

10 city must notify the commissioner of revenue by October 1 of 

11 each calendar year of the amount of the property tax 

12 reductions for which it seeks reimbursements for taxes payable 

13 during the £o%%ow±ttg current year and the governmental units to 

14 which the amounts will be paid. The commissioner may require 

15 the city to provide information substantiating the amount of the 

16 reductions granted or any other information necessary to 

17 administer this provision. The commissioner shall pay the 

18 reimbursements by December 26 of the taxes payable year. Any 

19 amount transferred under this authority reduces the amount of 

20 tax credit certificates available under subdivisions 1 and 2. 

21 (b) The amount elected by the city under para~raph (a) is 

22 appropriated to ·the commissioner of revenue from the general 

23 fund to reimburse the city or county for tax reductions under 

24 section i12.0212. The amount appropriated may not exceed the 

25 maximum amounts aliocated to a city under subdivision 2, 

26 paragraph (b), less the amount of certificates issued by the 

27 city under subdivision 1, and is available until expended. 

28 [EFFECTIVE DATE.] This section is effective for 

29 reimbursements of taxes payable in 2005 and thereafter. 

30 Sec. 43. Laws 2003, chapter 127, article 5, section 27, 

31 the effective date, is amended to read: 

32 [EFFECTIVE DATE.] This section is effective for eaxe~ 

33 payab%e-±tt-%994-atto-eherea£eer distributions occurring on or 

34 after June 10, 2003. 

35 Sec. 44. Laws 2003, chapter 127, article 5, section 28, 

36 the.·effective date, is amended to read: 
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1 [EFFECTIVE DATE.] This section is effective for ta:xes 

2 pa:ya:bie-±n-i994-a:nd-therea:£ter distributions occurring on or 

3 after June 10, 2003. 

4 Sec. 45. [LINCOLN AND PIPESTONE COUNTIES; TOWN LEVY 

5 ADJUSTMENT FOR WIND ENERGY PRODUCTION TAX.] 

6 Notwithstanding the deadlines in Minnesota Statutes, 

7 section 275.07, towns located in Lincoln or Pipestone County are 

8 authorized to adjust their payable 2004 levy for all or a 

9 portion of their estimated wind energy production tax amounts 

10 for 2004, as computed by the commissioner of revenue from 

11 reports filed under Minn~sota Statutes, section 272.029, 

12 subdivision 4. The Lincoln and Pipestone County auditors may 

13 adjust the payable 2004 levy certifications under Minnesota 

14 Statutes, section 275.07, subdivision 1, based upon the towns 

15 that have recertified their levies under this section by March 

16 15, 2004. 

17 [EFFECTIVE DATE.] This section is effective for taxes 

18 payable in 2004. 

19 Sec. 46. [REPEALER.] 

20 (a) Minnesota Statutes 2004, sections 273.19, subdivision 

21 5; 274.05; 275.15;- 275.61, subdivision 2; and 283.07, are 

22 repealed effective the day following final enactment. 

23 (b) Minnesota Statutes 2004, ·section 469.1794, subdivision 

24 6, is repealed effective the day following final enactment and 

25 applies to districts for which the request for certification was 

26 made on, before, or after August 1, 1979, and before August 1, 

27 2001. 

28 (c) Laws 1975, chapter 287, section 5, and Laws 2003, 

29 chapter 127, article 9, section 9, subdivision 4, are repealed 

30 effective without local approval for taxes payable in 2006 and 

31 thereafter. 

32 (d) Minnesota Statutes 2004, sections 270.85; 270.88; and 

33 273.37, subdivision 3, are repealed effective September 1, 2-005. 

34 ARTICLE 5 

35 INCOME, CORPORATE FRANCHISE, AND ESTATE ·TAXES 

36 Section 1. Minnesota Statutes 2004, section 190.09, 
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1 subdivision 2, is amended to read: 

2 Subd. 2. [MISSION; EFFICIENCY.] It is part of the 

3 department's mission that within the department's resources the 

4 adjutant general shall endeavor to: 

5 (1) prevent the waste or unnecessary spending of public 

6 money; 

7 (2) use innovative fiscal and human resource practices to 

8 manage the state's resources and operate the department as 

9 efficiently as possible; 

10 (3) coordinate the department's activities wherever 

11 appropriate with the activities of other governmental agencies; 

12 (4) use technology where appropriate to increase agency 

13 productivity, improve customer service, increase public access 

14 to information about government, and increase public 

15 participation in the business of government; 

16 (5) utilize constructive and cooperative labor-management 

17 practices to the extent otherwise required by chapters 43A and 

18 179A; 

19 (6) report to the legislature on the performance of agency 

20 operations and the accomplishment of agency goals in the 

21 agency's biennial budget according to section 16A.10, 

22 subdivision l; 6fte 

23 (7)- recommend to the legislature appropriate changes in law 

24 necessary to carry out the mission and improve the performance 

25 of the department; and 

26 (8) administer checkoff funds as provided in section· 

27 290.433. 

28 [EFFECTIVE DATE.] This section is effective for taxable 

29 years beginning after December 31, 2004. 

30 Sec. 2. Minnesota Statutes 2004, section 289A.08, 

31 subdivision 1, is amended to read: 

32 Subdivision 1. [GENERALLY; INDIVIDUALS.] (a) A taxpayer 

33 must file a return for each taxable year the taxpayer is 

34 required to file a retuin under section 6012 of the Internal 

35 Revenue Code, except that~ . 

36 ill_ an individual who is not a Minnesota resident for any 
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1 part of the year is not required to file a Minnesota income tax 

2 return if the individual• s g.ross income derived from Minnesota 

3 s6urces as determined under sections 290.081, paragraph (a), and 

4 290.17, is le~s than the filing requirements for a sintjle 

5 individual who is a full year resident of Minnesota; and 

6 (2) an individual who is a Minnesota resident is not 

7 required to file a Minnesota income tax return if the 

8 individual's gross income derived from Minnesota sources as 

9 determined under section 290.17, less the amount of the 

10 individual's gross income that consists of compensation paid to 

11 members of the armed forces of the United States or United 

12 Nations for active duty performed outside Minnesota, is less 

13 than the filing requirements for a single individual who is a 

14 full-year resident of Minnesota. 

15 (b) The decedent's final income tax return, and other 

16 income tax returns for prior years where the decedent had gross 

17 income in exces·s of the minimum amount at which an individual is 

18 required to file and did not file, must be filed by the 

19 decedent's personal representative, if any. If there is no 

20 personal representative, the return or returns must be filed by 

21 the transferees, as defined in section 289A.38, subdivision 13, 

22 who receive property of the decedent. 

23 (c) The term "gross income," as it is used in this section, 

24 has ·the same meaning given it in section 290.01, subdivision 20. 

25 [EFFECTIVE DATE.] This section is effective for taxable 

26 years beginning after December 31, 2004. 

27 Sec~ 3. Minnesota Statutes 2004, section 289A.08, 

28 subdivision 3, is amended to read: 

29 Subd. 3. [CORPORATIONS.] A c_orporation t.hat is subject to 

30 the state's jurisdicticin to tax under section 290.014, 

31 subdivision s·, must file a return, except that a foreign 

32 operating corporation as defined in section 290.01, subdivision 

33 6b, is not required to file a return. The commissioner shall 

34 adopt rules for the filing of one return on behalf of the 

35 members of an affiliated group of corporations that are required 

36 to file a combined report. All members of an affiliated group 
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·1 that are required to file a combined report must file one return 

2 on behalf of the members of the group under rules adopted by the 

3 commissioner. If a corporation claims on a return that it has 

4 paid tax in excess of the amount of taxes lawfully due, that 

5 corporation must include on that return information necessary 

6 for payment of the tax in excess of the amount lawfully due by 

7 electronic means. 

8 [EFFECTIVE DATE.] This section is effective for returns 

9 filed after December 31, 2005. 

10 Sec. 4. Minnesota·statutes 2004, section 289A.08, 

11 subdivision 7, is amended to read: 

12 Subd. 7. [COMPOSITE INCOME TAX RETURNS FOR NONRESIDENT 

13 PARTNERS, SHAREHOLDERS, AND BENEFICIARIES.] (a) The commissioner 

14 may allow a partnership with nonresident partners to file a 

15 composite return and to pay the tax on.behalf of nonresident 

16 partners who have no other Minnesota source income. This 

17 composite return must include the names, addresses, Social 

18 Security numbers, income allocation, and tax liability for the 

19 nonresident partners electing to be .covered by the composite 

20 return. 

21 (b) The computation of a partner's tax· liability must be 

22 determined by multiplying the income allocated to that partner 

23 by the highest rate used to determine the tax liability for 

24 individuals under section 290.06, subdivision 2c. Nonbusiness 

25 deductions, standard deductions, or personal exemptions are not 

26 allowed. 

27 (c) The partnership must submit a request to use this 

28 composite return filing method for nonresident partners. The 

29 requesting partner.ship must file a composite return in the form 

30 prescribed by the commissioner of revenue. The filing of ·a 

31 composite return is considered a request to use the composite 

32 return filing method. 

33 (d) The electing partner must not have any Minnesota source 

34 income other than the income from the partnership and other 

35 electing partnerships. If it is determined that the electing 

36 partner has other Minnesota source income, the inclusion of the 
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1 income and tax liability for that partner under this provision 

2 will not constitute a return to satisfy the requirements of 

3 subdivision 1. The tax paid for the individual as part of the 

4 composite return is allowed as a payment of the tax by the 

5 individual on the date on which the composite return payment was 

6 made. If the electing nonresident p~rtner has no other 

7 Minnesota source income, filing of the composite return is a 

8 return for purposes of subdivision 1. 

9 (e) This subdivision does not negate the requirement that 

10 an individual pay estimated tax if the ind~vidual's liability 

11 would exceed the requirements set forth in section 289A.25. A 

12 composite estimate may, however, be filed in a manner similar to 

13 and containing the information required under paragraph (a). 

14 (f) If an electing partner's share of the partnership's 

15 gross income from Minnesota sources is less than the filing 

16 requirements for a nonresident under this subdivision, the tax 

17 liability is zero. However, a statement showing the partner's 

18 share of gross income must be included as part of the composite 

19 return. 

20 {g) The election provided in this subdivision is no~ only 

21 available to eny ~ partner eeher-ehen who has no other Minnesota 

22 source income and who is either (1) a full-year nonresident 

23 individual whe-hes-ne-e~her-M±nnese~e-settree-±neeme or (2) a· 

24 trust or estate that does not claim a deduction under either 

25 section 651 or 661 of the Internal Revenue Code. 

26 (h) A corporation defined in section 290~9725 and its· 

27 nonresident shareholders may make an election under this 

28 paragraph. The provisions covering the partnership apply to the 

29 corporation and the provisions applying to the partner apply to 

30 the shareholder. 

31 {i) Estates and trusts distributing current ~ncome only and 

32 the· nonresident individual beneficiaries of the estates or 

33 trusts may make an election under this paragraph. The 

34 provisions covering the partnership apply to the estate or 

35 trust. The provisions applying to the partner apply to the 

36 beneficiary. 
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1 (j) For the purposes of this subdivision, "income" means 

2 the partner's share of federal adjusted gross income from the 

3 partnership modified by the additions provided in section 

4 290.01, subdivision 19a, clauses (6) and (7), and the 

5 subtractions provided in section 290.0i, subdivision 19b, clause 

6 (11), to the extent the amount is assignable or allocable to 

7 Minnesota under section 290.17. The subtraction allowed under 

8 sectiori 290.01, subdivision 19b, clause (11), is only allow~d on 

9 the composite tax computation to the extent the electing partner 

10 would have been allowed the subtraction. 

11 [EFFECTIVE DATE.] This section is effective for tax years 

12 beginning after December 31, 2004. 

13 Sec. 5. Minnesota ·Sta.tutes 2004, section 289A. 08, 

14 subdivision 13, is amended to read: 

15 Subd. 13. [LONG AND SHORT FORMS.] The commissioner shall 

.16 provide a long form individual income tax return and may provide 

17 a short form individual income tax return. The returns shall be 

18 in a form that is consistent.with the provisions of chapter 290, 

19 notwithstanding any other law to the contrary. The nongame 

20 wildlife checkoff provided in section 290.431 and the dependent 

21 care credit provided in section 290.067 must be in6luded on the 

22 short form. The commissioner must provide information on local 

23 use taxes in the individual income tax instruction booklet, 

24 including a list of the jurisdictions with local use taxes. The 

25 commissioner must provide this information in the same section 

26 of the booklet that provides information on the state use tax. 

27 [EFFECTIVE DATE.] This section is effective for taxable 

28 years beginning after December 31, 2004. 

29 Sec. 6. Minnesota Statutes 2004, section 289A.18, 

30 subdivision 1, is amended to read: 

31 Subdivision 1. [INDIVIDUAL INCOME, FIDUCIARY INCOME, 

32 CORPORATE FRANCHISE, AND ENTERTAINMENT TAXES; PARTNERSHIP AND S 

33 CORPORATION RETURNS; .INFORMATION RETURNS; MINING COMPANY 

34 RETURNS.] The returns required to be made under sections 289A.08 

35 and 289A.12 must be filed at the ·following times: 

36 (1) returns made on the basis of the calendar year must be 
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1 filed on April 15 following the close of the calendar year, 

2 except that returns of corporations must be filed on March 15 

3 following the close of the calendar year; 

4 (2) returns made on the basis of the fiscal year must be 

5 filed on the 15th day of ~he fourth month following the close of 

6 the fiscal year, except that returns of corporations must be 

7 filed on the 15th day of the third month following the close of 

8 the fiscal year; 

9 (3) returns for a fractional part of a year must be filed 

10 on the 15th day of the fourth month following the end of the 

11 month in which falls the last day of the period for which the 

12 return is made, except that the returns of corporations must be.· 

13 filed on the 15th day of the third month following the end of 

14 the month tax year of the unitary group in which falls the last 

15 day of the period for which the return is made; 

16 (4) in the case of a final return of a decedent for a 

17 fractional part of a year, the return must be filed on the 15th 

18 day of the fourth month following the close of the 12-month 

19 period that began with the first day of that fractional part of 

20 a year; 

21 (5) in the case of the return of a cooperative association, 

22 returns must be filed on or before the 15th d~y of the ninth 

23 month following the close of the taxable year; 

24 (6) if a corporation has been divested from a unitary group 

25 and files a return for a fractional. part of a year in which it 

26 was a member of a unitary business that files a combined report 

27 under section 290.34, subdivision 2, the divested corporation's 

28 return must be filed on the 15th day of the third month 

29 following the close of the common accounting period that 

30 includes the fractional year; 

31 (7) returns of entertainment entities must be filed on 

32 April 15 following the close of the calendar year; 

33 (8) returns required to be filed under section 289A.08, 

34 subdivision 4, must be filed on the 15th day of the fifth month 

35 following the close of the taxable year; 

36 (9) returns of mining companies must be filed on May 1 
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1 following the close of the calendar year; and 

2 (10) returns required to be filed with the commissioner 

3 under section 289A.12, subdivision ---2, 4 to 10, or 14, must be 

4 filed within 30 days after being demanded by the commissioner. 

5 [EFFECTIVE DATE.] This section is effective for fractional 

6 years closing after December 31, 2004. 

7 Sec. 7. Minnesota Statutes 2004, section 289A.19, 

8. subdivision 4, is amended to read: 

9 Subd. 4. [ESTATE TAX RETURNS.] When-±n-the-eomm±ss±oneris 

10 jttdgment-good-eattse-ex±sts1-the-eomm±ss±oner-may-extend-the-t±me 

11 £or-£±~±ng-an-estate-tax-retttrn-£or-not-more-than-s±x-months. 

12 When an extension to file the federal estate tax return has been 

13 granted· under section 6081 of the Internal Revenue Code, the 

14 time for filing the estate tax return is extended for that 

15 period. If the estate requests an extension to file an estate 

16 tax return within the time provided in section 289A.18, 

17 subdivision 3, the commissioner shall extend the time for filing 

18 the estate tax return for six months. 

19 [EFFECTIVE DATE.] This section is effective for estates of 

20 decedents dying after December 31, 2004 ·. 

21 Sec. 8. Minnesota Statutes 2004, section 289A.20, 

22 subdivision 2, is amended to read: 

23 Subd. 2. [WITHHOLDING FROM WAGES, ENTERTAINE~ WITHHOLDING, 

24 WITHHOLDING FROM PAYMENTS TO OUT-OF-STATE CONTRACTORS, AND 

25 WITHHOLDING BY PARTNERSHIPS AND SMALL BUSINESS CORPORATIONS.] 

26 (a) A tax required to be deducted and withheld during the 

27 quarterly period must be paid on or before the last day of the 

28 month following the close of the quarterly period, unless an 

29 earlier time for payment is provided. A tax required to be 

30 deducted and withheld from compensation of an entertainer and 

31 from a payment to an out-of-state contractor must be paid on or 

32 before the date the return for such tax must be filed under 

33 section 289A.18, subdivision 2. Taxes required to be deducted 

34 and withheldby partnerships and.!.. S corporations, and trusts 

35 must be paid on or-be£ore-the-date-the-retttrn~mttst-be-£±~ed 

36 ttnder-seet±on-%89A.~87-sttbd±~±s±on-% a quarterly basis as 
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1 estimated taxes under section 289A.25 for partnerships and 

2 trusts and under section 289A.26 for S corporations. 

3 ( b) An .employer who, during the previous quarter, withheld 

4 more than $1,500 of tax under section 290.92, subdivision 2a or 
r 

5. 3, or 290.923, subdivision 2, must deposit tax withheld under 

6 those sections with the commissioner within the time allowed to 

7 deposit the employer's federal w·i thheld employment taxes under 

8 Code of Federal Regulations, title 26, section 31.6302-1, as 

9 amended through December 31, 2001, without regard to the safe 

10 harbor or de minimis rules in subparagraph (f) or the one-day 

11 rule in subsection (c), clause (3). Taxpayers must submit a 

12 copy of their federal notice of deposit status to the 

13 commissioner upon request by the commissioner. 

14 (c) The commissioner may prescribe by rule other return 

15 periods or deposit requirements. In presc~ibing the reporting 

16 period, the commissioner may classify payors according to the 

17 amount of their tax liability and may adopt an appropriate 

18 reporting period for the class that the commissioner judges to 

19 be consistent with efficient tax collection. In no event will 

20 the duration of the reporting period be more than one year. 

21 (d) If less than the correct amount of tax is-paid to the 

22 commissioner, proper adjustments with respect to both the tax 

23 and the amount to be deducted must be made, without interest, in 

24 the manner and at the times the commissioner prescribes. If the 

25 underpayment cannot be adjusted, the amount of the underpayment 

26 will be assessed and collected in the manner and at the times 

27 the commissioner prescribes. 

28 (e) If the aggregate amount of the tax withheld during a 

29 fiscal year ending June 30 under section 290.92, subdivision 2a 

30 o~ 3, is equal to or exceeds the amounts established for 

31 remitting federal withheld taxes pursuant to the regulations 

32 promulgated under section 6302(h) of the Internal Revenue Code, 

33 the employer must remit each required deposit for wages paid in · 

34 the subsequent calendar year by electronic means. 

35 (f) A third-party bulk filer as defined in section 290.92, 

36 subdivision 30, paragraph (a), clause (2), who remits 
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1 withholding deposits must remit all deposits by electronic means 

2 as provided in paragraph (e), regardless of the aggregate amount 

3 of tax withheld during _a fiscal year for all of the employers. 

4 [EFFECTIVE DATE.] This section is effective for tax years 

5 beginning after December 31, 2005. 

6 Sec~ 9. Minnesota Statutes 2004, section 289A.31, 

7 ~ubdivision 2, is amended to read~· 

8 Subd. 2~ [JOINT INCOME TAX RETURNS.] (a) If a joint income 

9 tax return is made by a husband and wife, the liability for the 

10 tax is joint and several. A spouse who qualifies for relief 

11 from a liability attributable to an underpayment under section 

12 6015(b) of the Internal Revenue Code is relieved of the state 

13 income tax liability on the underpayment. 

14 (b) In.the case of individuals who were a husband and wife 

15 prior to· the dissolution of their marriage or their legal . 

16 separation, or prior to the death of one of the individuals, for 

17 tax 'liabilities reported on a joint or combined return, the 

18 liability of each person is limited to the ~roportion of the tax 

19 .due on the return that equals that person's proportion of the 

20 total tax due if the husband and wife filed separate returns for 

21 the taxable year. This provision is effective only when the 

22 commissioner receives written notice of the marriage 

23 dissolution, legal separation, or death of a spouse from the 

24 husband or wife. No refund may be claimed by an ex-spouse, 

25 legally separated or widowed spouse for any taxes paid more than 

26 60 days before receipt by the commissioner of the written notice. 

27 (c) A request for calculation of separate liability 

28 pursuant to paragraph (b) for taxes reported on a return must be 

29 made within six years after the due date of the return. For 

30 calculation of separate liability for taxes assessed by the 

31 commissioner under section 289A.35 or 289A.37, the request must 

32 be made within six years after the date of assessment. The 

33 commissioner is not required to calculate separate liability if 

34 the remaining unpaid liability for which recalculation.is 

35 requested is $100 or less. 

36 [EFFECTIVE DATE.] This sec.tion is effective for requests 
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1 for relief made on or after the day following final enactment. 

2 Sec. 10. Minnesota Statutes 2004, section 289A.38, 

3 subdivision 7, is amended to read:·-

4 Subd. 7. [FEDERAL TAX CHANGES.] If the amount of income, 

5 items of tax preference, deductions, or credits for any year of 

6 . a taxpayer as reported to the Internal Revenue Service is 

7 changed or corrected by the commissioner of Internal Revenue or 

8 other officer of the United States or other competent authority, 

9 or where a renegotiation of a contract or subcontract with the 

10 United States results in a change in income, items of tax 

11 preference, deductions, credits, or withholding tax, or, in the 

12 case of estate tax, where there are adjustments to the taxable 

13 estate resulting in a change to the credit for state death 

14 taxes, the taxpayer shall report the change or correction or 

15 renegotiation results in writing to the commissioner. The 

16 report must be submitted within 180 days after the final 

17 determination and must be in the form of either an amended 

18 Minnesota estate, withholding tax, corporate franchise tax, or 

19 income tax return conceding the accuracy of the federal 

20 determination or a letter detailing how the federal 

21 .determination is incorrect or does not change the ~innesota 

22 tax. An amended Minnesota income tax return must be accompanied 

23 by an amended property tax refund return, if necessary. A 

24 taxpayer filing an amended federal tax return must also file a 

25 copy of the amended return with the commissioner of revenue 

26 within 180 days after filing the amended return. 

27 [EFFECTIVE DATE.] This section is effective the day 

28 following final enactment. 

29 Sec. 11. Minnesota Statutes 2004, section 289A.50, 

30 subdivision la, is amended to read: 

31 Subd. la. [REFUND FORM.] On or before January 1, 2000, the 

32 commissioner of revenue shall prepare and make ·available to 

33 taxpayers a form for filing claims for refund of taxes paid in 

34 excess of the amount due. ~£-i:he-eem.m±ss±ener-£a±3:s-i:e-:Pre);'are 

35 a-£orm-ttnder-th±s-sttbd±v±s±en-by-aanttary-3:7-i0007-any-e3:a±ms-£er 

36 re£ttnd-made-a£i:er-aanttary-3:7-i0007-and-tt:P~to-i:en-days-a£i:er-i:he 
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1 £orm-±s-made-a~a±~ab~e-eo-eaxpayers-are-deemed-eo-be~made-±ft 

2 eomp~±aftee-w±eh-ebe-reqtt±remefte-o£-ebe-£orm. The commissioner 

.3 may require ·corporate franchise taxpayers claiming a refund of 

4 corporate franchise taxes paid in excess of the amount lawfully 

5 due to include on the claim for refund or amended return 

6 information necessary for payment of the taxes paid in excess of 

7 taxes lawfully due by electronic means. 

8 [EFFECTIVE DATE.] This section is effective for claims for 

9 refund filed after December 31, 2005. 

10 Sec. 12. Minnesota Statutes 2004, section 289A.60, 

11 subdivision 13, is amended to read: 

12 Subd. 13. [PENALTIES FOR TAX RETURN PREPARERS.] (a) If an 

13 understatement of liability with respect to a return or claim 

14 for refund is due to a reckless disregard of laws and rules or 

15 willful attempt in any manner to understate the liability for a 

16 tax by a person who is a tax return preparer with respect to the 

17 return or claim, the person s.hall pay to the commissioner a 

18 penalty of $500. If a part of a property tax refund claim is 

19 excessive due to a reckless disregard or willful attempt in any 

20 manner to overstate the claim for relief allowed under chapter 

21 290A by a person who is a tax refund or return preparer, the 

22 person shall pay to the commissioner a penalty of $500 with 

23 respect to the claim. These penalties may not be assessed 

24 against the employer of a tax return preparer unless the 

25 employer was actively involved in the reckless disregard or 

26 willful attempt to understate the liability for a tax or to 

27 overstate the claim for refund. These penalties are income tax 

28 liabilities and may be assessed at any time as provided in 

29 section 289A.38, subdivision 5. 

30 (b) A civil action in the name of the state of Minnesota 

31 may be commenced to enjoin any·person who is a tax return 

32 preparer doing business in this state from further engaging in 

33 any conduct described in paragraph (c). An action under this 

34 paragraph must be brought by the attorney general in the 

35 district court for the judicial district of the tax return 

36 preparer's residence or principal place of business, or in which 
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1 the taxpayer with respect to whose tax teturn the action is 

2 brought resides. The court may exercise its jurisdiction over 

3 . the action separate and apart from-·any other action brought by 

4 the state of Minnesota against the tax return preparer or any 

5 taxpayer. 

6 (c) In an action under paragraph (b), if the court finds 

7 that a tax return preparer has: 

8 (1) engaged in any conduct subject to a civil penalty under 

9 section 289A.60 or a criminal penalty under section 289A.63; 

10 (2) misrepresented the preparer!.s eligibility to practice 

11 before the Department of Revenue, or otherwise misrepresented 

12 the prepar~r's experience or education as a tax return preparer; 

13 (3) guaranteed the payment of any tax refund or the 

14 allowance of any tax credit; or 

15 .(4) engaged in any other fraudulent or deceptive conduct 

16 that substantially interferes with the proper administration of 

17 state tax law, and injunctive relief is appropriate to prevent 

18 the recurrence of that conduct, 

19 the court may enjoin the person from further engaging in that 

20 conduct. 

21 (d) If the court finds that a tax return preparer has 

22 continually or repeatedly engaged in conduct described in 

23 paragraph (c), and that an injunction prohibiting that conduct 

24 would not be sufficient to prevent the person's interference 

25 with the proper administration of state tax laws, the court may 

26 enjoin the person from acting as a tax return preparer. The 

27 court may not enjoin the employer of a tax return preparer for 

28 conduct described in paragraph (c) engaged in by one or more of 

29 the employer's employees unless the employer was also actively 

30 involved in that conduct. 

31 (e) For purposes of this subdivision, the term 

32 ·"understatement of liability" means an understatement of the net 

33 amount payable with respect to a tax imposed by state tax law, 

34 or an overstatement of the net ·amount creditable or r~fundable 

35 with respect to a tax. The determination of whether or not 

36 there is an understatement of liability must be made without 
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1 regard to any administrative or judicial action involving the 

2 taxpayer. For purposes of this subdivision, the amount 

3 determined for underpayment of estimated tax under either 

4 section 289A.25 or 289A.26 is not con~idered an understatement 

5 of liability. 

6 (f) For purposes of this subdivision, the term 

7 . "overstatement of claim'! means an overstatement of the net 

8 amount refundable with respect to a claim for property tax 

9 relief provided by chapter 290A. The determination of whether 

10 or not there is an overstatement of a claim must be made without 

11 regard to administrative or judicial action involving the 

12 claimant. 

i3 (g) For purposes of this section, the term "tax refund or 

14 return preparer" means an individual who .prepares for 

15 compensation, or who employs one or more individuals to· prepare 

16 for compensation, a return of tax, or a claim for refund of 

17 tax. The preparation of a substantial part of a return or claim 

18 for refund is treated as if it were the preparation of the 

19 entire return or claim for refund. An individual is not 

20 considered a tax return preparer merely because the individual: 

21 (1) gives typing, reproducing, or other mechanical 

22 assistance; 

23 (2) prepares a return or claim for refund of the employer, 

24 or an officer or employee of the employer, by whom the 

25 individual is regularly and continuously employed; 

26 (3) prepares· a return or claim for refund of any person as 

27 a fiduciary for that person; or 

28 (4) prepar~s a claim for refund for a taxpayer in response 

29 to a tax order issued to the taxpayer. 

30 [EFFECTIVE DATE.] This section is effective for returns 

31 filed after December 31·, 2005. 

32 Sec. 13. Minnesota Statutes 2004, section 289A.60, is 

33 amended by ~dding a subdivision to read~ 

34 ·subd. 26. [RESTRICTIONS ON TAXPAYERS WHO IMPROPERLY CLAIM 

35 REFUNDABLE CREDITS.] (a) If a person claims a credit or refund 

36 under $ection 290.067, 290.0671, 290.0674, or chapter 290A and 
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1 the claimed credit or refund is determined to be claimed 

2 fraudulently or with reckless or intentional disregard of the 

3 applicable provisions for the credit or refund,. the person i$ 

4 barred from claiming that credit or refund for the disallowance 

5 period. 

6 (b) For the purposes of paragraph (a), the "dis-allowance 

7 period" is (1) ten taxable years from the taxable year the 

8 credit or refund is claimed if the credit or refund was 

9 fraudulently claimed; and (2) two taxable years from the taxable 

10 year the credit or refund is claimed if the credit or refund was 

11 not fraudulent but was claimed with reckless or intentional 

12 disregard of the applicable provisions. 

13 [EFFECTIVE DATE.] This section is effective for credits or 

14 refunds claimed after December 31, 2005. 

15 Sec. 14. Minnesota Statutes 2004, section 290.01, 

16 subdivision 7, is amended to read: 

17 Subd. 7. [RESIDENT.] (a) The term "resident". means any 

18 individual 'domiciled in Minnesota, except that an individual is 

19 not a "resident" for the period of time that the individual is 

20 e±ehef-:-

21 ·t%t-on-aee±ve-dttey-seae±oned-ottes±de-o£-M±nne8oea-wh±%e-±n 

22 .ehe-armed-£orees-o£-ehe-Bn±eed-Seaees-or-ehe-an±eed-Nae±ons;~or 

23 tzt a "qualified individual" as defined in section 

24 9ll(d)(l) of the Internal Revenue Code, if the qualified 

25 individual notifies the county within three months of moving out 

26 of the country that homestead status be revoked for the 

27 Minnesota residence of the qualified individual, and the 

28 property is not classified as a homestead while the individual 

29 remains a qualified individual. 

30 (b) "Resident" also means any individual domiciled·outside 

31 the state who maintains a place of abode in the state and spends 

32 in the aggregate more than one-half of the tax year in 

33 Minnesota, unless: 

34 (1) the individual or the spouse of the individual is in 

35 the armed forces of the United States; or 

36 (2) the individual is covered under the reciprocity 
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1 provisions in section 290.081. 

2 For purposes of this subdivision, presence within the state 

3 for any part of a calendar day constitutes a day spent in the 

4 state. Individuals shall keep adequate records to substantiate 

5 the days spent outside the state. 

· 6 The term "abode" means a dwelling maintained by an 

7 individual, whether or not owned by the individual and whether 

8 or not occupied by the individual, and includes a dwelling place 

9 owned or leased by the individual's spouse. 

10 (c) Neither the commissioner nor any court shall consider 

11 ehaf'±t!abl:e-eont!r±btte±ons-me:de-by-e:n-±nd±v±dtte:l:-w±eh±n-or-w±ehotte 

12 t!~e-see:t!e the following factors in determining if the individual 

13 is domiciled in Minnesota: 

14 (1) charitable contributions made by an individual within 

15 or without the state; 

16 (2) the jurisdiction from which an individual's 

17 professional licenses were issued; 

18 (3) the location of an individual's union memberships; 

19 (4) the l'ocation of accounts or transactions with financial 

20 institutions; 

21 (5) the location of the place of worship at which the 

22 individual is a member; 

23 (6) the location of business relationships and the place 

24 where business is transacted; 

25 (7) the location of social, fraternal, or athletic 

26 organizations or clubs, lodges, or country clubs, in which the 

27 individual is a member; and 

28 .(8) statements made to an· insurance company, concerning the 

29 individual's residence and on which insurance is based. 

30 [EFFECTIVE DATE.] This section is effective for tax years 

31 beginning after December 31, 2004. 

32 Sec. 15. Minnesota Statutes 2004, section 290.01, 

33 subdivision 7b, is amended to read: 

34 Subd. 7b. [RESIDENT TRUST.]~ Resident trust means a 

35 trust, except a granter type trust, which either (1) was created 

36 by a will of a decedent who at death was domiciled in this state 

Article 5· Section 15 150 



HF785 THIRD ENGROSSMENT [REVISOR BT H0785-3 

1 or (2) is an irrevocable trust, the granter of which was 

2 domiciled in this state at the time the trust became 

3 irrevocable. For the purpose of this subdivision, a trust is 

4 considered irrevocable to the extent the granter is not treated 

5 as the owner thereof under sections 671 to 673 of the Internal 

6 Revenue Code. The term "granter type trust" means a trust where 

7 the income or gains of the trust are taxable to the granter or 

8 others treated as substantial owners under sections 671 to 678 

9 of the Internal Revenue Code. 

10 (b)(l) A trust, other than a granter type ·trust, that 

11 became irrevocable before January 1, 1996, or that was 

12 administered in Minnesota before January 1, 1996, is a resident 

13 trust only if two or more of the following conditions are 

14 satisfied: 

15 (i) a majority of the discretionary decisions of the 

16 trustees relative to the investment of trust assets are made in 

17 Minnesota; 

18 (ii) a majority of the discretionary decisions of the 

19 trustees relative to the distributions of trust income and 

20 principal a~e made in Minnesota; 

21 (iii) the official books and records of the t~ust, 

22 consisting of the original minutes of trustee meetings and the 

23 ·original trust instruments, are located in Minnesota. 

24 (2) For purposes of· this paragraph, if the trustees 

25 delegate decisions and actions to an agent or custodian, the 

26 actions and decisions of the agent or custodian must not be 

27 taken·into account in determining whether the trust is 

28 administered in Minnesota, if: 

29 (i) the delegation was permitted under the trust agreement; 

30 (ii) the trustees retain the power to revoke the delegation 

31 on reasonable notice; and 

32 (iii) the trustees monitor and evaluate the performance of· 

33 the agent or custodian on a regular basis as is reasonably 

34 determined by the·trustees. 

35 [EFFECTIVE DATE.] This section is effective the day 

36 following final enactment. 
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1 Sec. 16. Minnesota Statutes 2004; section 290.01, 

2 subdivision 19a, is amended to re~d: 

3 Subd. -19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For 

4 individuals, estates, and trusts, there shall be added to 

5 federal taxable income: 

6 (l)(i') interest income on obligations of any state other 

7 than Minnesota or a political or governmental subdivision, 

8 municipality, or governmental agency or.instrumentality of any 

9 state other than Minnesota exempt from federal income taxes 

10 under the Internal Revenue Code or any other federal statute; 

11 and 

12 (ii") exempt-interest dividends as defined in section 

13 852(b)(5) of the Internal Revenue Code, ~xcept the portion of 

14 the exempt-interest dividends derived from interest income on 

15 obligations of the state of Minnesota or its political or 

16 governmental subdivisions, municipalities, governmental agencies 

17 or instrumentalities, but only if the portion of the 

18 exempt-interest dividends from such Minnesota sources paid to 

19 all shareholders represents 95 percent or more of the 

20 exempt-interest dividends that are paid by the regulated 

21 investment company as defined in section 85l(a) of-the Internal 

22 Revenue Code,. or the fund of the regulated investment company as 

23 defined in section 85l(g) of the Internal Revenue Code, making 

24 the payment; and 

25 (iii) for the purposes of items (i) and (ii), interest on 

26 obligations of an Indian tribal government described in section 

27 787l(cJ of the Internal Revenue Code shall be treated as 

28 interest income on obligations.of the state in which the tribe 

29 is located; 

30 (2) the amount of income taxes paid or accrued within the 

31 taxable year under this chapter and ±neome the amount of taxes 

32 based on net income paid to any other state or to any province 

33 or territory of Canada, to the extent allbwed as a deduction 

34 under section 63(d) of the Internal Revenue Code, but the 

35 addition may not be more than the amount by which the itemized 

36 deductions as allowed under section 63(d) of the Internal 
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1 Revenue Code exceeds the amount of the standard deduction as 

2 defined in section 63(c) of the Internal Revenue Code. For the 

3 purpose of this paragraph, the disallowance of itemized 

4 deductions under section 68 of the Internal Revenue Code of 

5 ·1986, income tax is the last itemized deduction disallowed; 

6 (3) the capital gain amount of a lump sum distribution to 

7 which the special tax under section 1122(h)(3)(B)(ii) of the Tax 

8 Reform Act of 1986, Public Law 99-514, applies; 

9 (4) the amount of income taxes paid or accrued within the 

10 taxable year under this chapter and ~fteome taxes based on net 

11 income paid to any other state or any province or territory of 

12 Canada, to the extent allowed as a deduction in determining 

13 federal adjusted gross income. For the purpose of this 

14 paragraph, income taxes do not include the taxes imposed by 

15 sections 290.0922, subdivision 1, paragraph (b), 290.9727, 

16 290.9728, and 290.9729; 

17 (5) the amount of expense, interest, or taxes disallowed 

18 pursuant to section 290.10 other than expenses or interest used 

19 in computing net interest income for the subtraction allowed 

20 under subdivision 19b, clause (l); 

21 (6) the amount of a partner's pro rata share 6f net income 

22 which does not flow through to the partner because the 

23 partnership elected to pay the tax on the income under section 

24 6242(a)(2) of the Internal Revenue Code; and 

25 (7) 80 percent of the depreciation deduction allowed under 

26 section 168(k) of the Internal Revenue Code. For purposes of 

27 this clause, if the taxpayer has an activity that in the taxable 

28 year generates a deduction for depreciation under section 168(k) 

29 and the activity generates a loss for the taxable year that the 

30 taxpayer is not allowed to claim for the taxable year, "the 

31 depreciation allowed under section 168(k)" for the taxable year 

32 is limited to ~xcess of the depreciation claimed by the activity 

33 under section 168(k) over the amount of .the loss from the 

34 activity that is not allowed in the taxable year. In succeeding 

35 taxable years when the.losses not allowed in the .taxable year 

36 are allowed, the depreciation unde~ section 168(k) is allowed. 
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1 [EFFECTIVE DATE.] This section is effective for tax years 

2 beginning after December 31, 2004. 

3 Sec. 17. Minnesota Statutes 2004, section 290.01, 

4 subdivision 19b, is amended to read: 

5 Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.] For 

6. individuals, estates, and trusts, there shall be subtracted from 

7 federal taxable income: 

8 (1) net interest income on obligations of any authority, 

9 commission, or instrumentality of the United States to the 

10 extent includable in taxable income.for f~deral income tax 

11 purposes but exempt from state income tax under the laws of the 

12 United States; 

13 (2) if included in federal taxable income, the amount of 

14 any overpayment of income tax to Minnesota or to any other 

15 state, for any previous taxable year, whether the amount is 

16 received as a refund or as a credit to another taxable year's 

17 income tax liability; 

18 (3) the .amount paid to others, less the amount used to 

19 ·claim the credit allowed under secti6n 290.0674, not ;to exceed 

20 $1,625 for each qualifying child in grades kindergarten to 6 and 

21 $2,500 for each qualifying child in grades 7 to 12; for tuition, 

22 t~xtbooks, and transportation of each qualifying child in 

23 attending an elementary or secondary school situated in 

24 Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, 

25· wherein a resident of this state may legally fulfill the state's 

26 compulsory attendance laws, which is not operated for profit, 

27 and which adheres to the provisions of the Civil Rights Act of 

28 1964 and chapter 363A. For the purposes of this clause, 

29 "tuition" includes fees or tuition as defined in section 

30 290.0674, subdivision 1, clause (1). As used in this clause, 

. 31 "textbooks" includes books and other instructional materials and 

32 equipment purchased or leased for use in elementary and 

33 secondary schools in teaching only those subjects legally and 

34 . commonly taught in public elementary and secondary schools in 

35 this state. Equipment expenses qualifying for deduction 

36 includes expenses as defined and limited in section 290.0674, 
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1 subdivision 1, clause (3). "Textbooks" does not include 

2 instructional books and materials used in the teaching of 

3 religious tenets, doctrines, or worship, the purpose of which is 

4 to instill such tenets, doctrines, or worship, nor does it 

5 include books or materials for, or transportation to, 

6 extracurricular activities including sporting events, musical or 

7 dramatic events, speech activities, driver's education, or 

8 similar programs. For purposes of the subtraction provided by 

9 this clause, "qualifying child" has the meaning given in section 

10 32(c)(3) of the Internal Revenue Code; 

11 (4) income as provided under section 290.0802; 

12 (5) to the extent included in federal adjusted gross 

13 income, income realized on disposition of property exempt from 

14 tax under section 290.491; 

15 (6) te-tbe-extent-±neittded-±n-£ederai-taxabie-±neeme7 

.16 pestserv±ee-bene£±ts-£er-yotttb-eemmttn±ty-serv±ee-ttnder-seet±en 

17 i%4BT4~-£or-veittntee~-serv±ee-ttnder-en±ted-States~eede,-t±tie 

18 4%7-seet±ens-i%69i-te-i%694; 

19 t~t to the extent not deducted in determining federal 

20 taxable income by an individual who does not itemize deductions 

21 for federal income tax purposes for the taxable ye~r, an amount 

22 equal to 50 percent of the excess of charitable contributions 

23 allowable as a deduction for the taxable year under section 

24 ·110(a) of the Internal Revenue Code over $500 

25 tSt ill for taxable years beginning before January 1, 2008, 

26 the amount of the federal small ethanol producer credit allowed 

27 under section 40(a)(3) of the Internal Revenue Code which is 

28 included in gross income under secti6n 87 of the Internal 

29 Revenue Code; 

30 t9t l.!!l for individuals·who are allowed a federal foreign 

31 tax credit for taxes that do not qualify for a credit under 

32 section 290.06, subdivision 22, an amount equal to the carryover 

33 of subnational foreign taxes for the taxable year, but not to 

34 exceed the total subnational foreign taxes reported in claiming 

·35 the foreign tax credit. For purposes of this clause, "f.ederal 

36 foreign tax credit" means the credit allowed under section 27 of 

Article 5 Section 17 155 



HF785 THIRD ENGROSSMENT [REVISOR BT H0785-3 

1 the Internal Revenue Code, and ''cairyover of subnational foreign 

2 taxes'' equals the carryover allowed under section 904(c) of the 

3 Internal Revenue Code minus national level foreign taxes to the 

4 extent they exceed the federal foreign tax credit; 

5 t~St J.2.1 in each of the five tax years immediately 

6 .following the tax year in which an addition is required under 

7 subdivision 19a, clause (7), or 19c, clause (15), in the case of 

8 a shareholder of a corporation that is an S corporation, an 

9 amount equal to one-fifth of the delayed depreciation. For 

10 purposes of this clause, "delayed depreciation" means the amount 

11 of the addition made by the taxpayer under subdivision 19a, 

12 clause (7), or subdivision 19c, clause (lS), in the case of a 

13 shareholder of an S corporation, minus the positive value of any 

14 net operating loss under section 172 of the Internal Revenue 

lS Code generated for the tax year of the addition. The resulting 

16 delayed depreciation cannot be less than zero; and 

17 t~~t (10) job opportunity building zone income as provided 

18 under section 469.316•L 

19 (11) the amount of compensation paid to members of the 

20 Minnesota National Guard or other reserve components of the 

21 United States military for active service performed in 

22 Minnesota, ex.eluding compensation for services performed under 

23 the Active Guard Reserve (AGR)· program. For purposes of this 

24 clause, "active service" means (i) state active service as 

2S defined in section 190.0S, subdivision Sa, clause (l); (ii) 

26 federally funded state active service as defined in section 

27 190.0S, subdivision Sb; or (iii) federal active service as 

28 defined in section 190.0S, subdivision Sc, but "active service" 

29 excludes services performed exclusively for purposes of basic 

30 combat training, advanced individual training, annual training, 

31 and periodic inactive duty training; special training 

32 periodically made available to reserve members; and service 

33 performed 'in accordance with section 190.08, subdivision 3; 

34 (12} the amount of compensation paid to members of the 

35 armed forces of the United States or United Nations for active 

36 duty performed outside Minnesota; and 
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1 (13) to the extent not deducted in computing federal 

2 taxable income, an amount~ not to exceed $10,000, equal to 

3 gualified expenses related to a qualified donor's donation, 

4 while living, of one or more of the qualified donor's organs to 

5 another person for human organ transplantation. For purposes of 

6 determining the extent to which expenses are deducted in 

7 computing federal taxable income, travel and lodging expenses 

8 related to an organ donation are considered deducted by an 

9 individual in determining federal taxable income to the extent 

10 they exceed 7.5 percent of federal adjusted gross income as 

11 defined in section 62 of the Internal Revenue Code. For 

12 purposes of this clause, "organ" me.ans all or part of an 

13· individual's liver, pancreas, kidney, intestine, lung, or bone 

14 marrow; "human organ transplantation" means the medical 

15 procedure by which transfer of a human organ is made from the 

16 body of one person to the body of another person; "qualified 

17 expenses" means unreimbursed expenses for both the individual 

18 and the qualified donor for (i) travel, (ii) lodging, and (iii) 

19 lost wages net of sick pay, except that such expenses may be 

20 subtracted under this clause only once; and "qualified donor" 

21 means the individual or the individual's dependent~ as defined 

22 in section 152 of the Internal Revenue Code. An individual may 

23 claim the subtraction in this clause only once for each instance 

24 of organ donation for transplantation during the taxable .year in 

25 which the human organ donation and transplantation occurs. 

26 [EFFECTIVE DATE.] The amendment to clause (9) is effective 

27 retroactively for tax years beginning after December.31, 2001. 

28 The rest.of this section is effective for the tax years 

29 beginning after December 31, 2004. 

30 Sec. 18. Minnesota Statutes 2004, section 290.01, 

31 subdivision 19c, is amended to read: 

32 Subd. 19c. [CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE 

33 INCOME.] For corporations,· there shall be added to federal 

34 taxable income: 

35 (1) the amount of any deduction taken for federal income 

36 tax purposes for income, excise, or franchise taxes based on net 
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1 income or related minimum taxes, including but not limited to 

2 the tax imposed under section 290.0922, paid by the corporation 

3 to Minnesota, another state, a political subdivision of another 

4 state, the District of Columbia, or any foreign country or 

5 possession of the United States; 

6 (2) interest not subject to federal tax ·upon obligations 

7 of: the United States, its possessions, its agencies, or its 

8 instrumentalities; the state of Minnesota or any other state, 

9 · any of its political or governmental subdivisions, any of its 

10 municipalities, or any of its governmental agencies or 

11. instrumentalities; the District of Columbia; or Indian tribal 

12 governments; 

13 (3) exempt-interest dividends received as defined in 

14 section '852(b)(5) of the I~ternal Revenue Code; 

15 (4) the amount of any net operating loss deduction taken 

16 for federal income tax purposes under section 172 or 832(c)(l0) 

17 of the Internal Revenue Code or operations loss deduction under 

18 section 8la of the Internal Revenue Code; 

19 (5) the amount of any special deductions taken for federal 

20 income tax purposes under sections 241 to 247 of the Internal 

21 Revenue Code; 

22 (6) losses from the business of mining, as defined in 

23 section 290.05, subdivision 1, clause (a), that are not subject 

24 to Minnesota income tax; 

25 (7) the amount of any capital losses deducted for federal 

26 income tax purposes under sections 1211 and 1212 of the Internal 

27 Revenue Code; 

28 (8) the e~empt foreign trade income of a foreign sales 

29 corporation undei sections 92l(a) and 291 of the Internal 

30 Revenue Code; 

31 (9) the amount of percentage depletion deducted under 

32 sections 611 through 614 and 291 of the Internal Revenue Code; 

33 (10) for certified pollution control facilities placed in 

34 service in a taxable year beginning before December 31, 1986, 

35 and for which amortization deductions were elected under section 

36 169 ·of the Internal Revenue Code of 1954, as amended through 
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1 December 31, 1985, the amount of the amortization deduction 

2 allowed in computing federal taxable income for those 

3 facilities; 

4 (11) the amount of any deemed dividend from a foreign 

5 operating corporation determined pursuant to section 290.17, 

6 subdivision 4, paragraph (g}; 

7 (12) the-amottnt-o£-any-env~ronmenta%-tax-pa~d-ttnder-seet~on 

8 59tat-o£-the-~neerna±-Reventte-eode; 

9 . f%3t the amount of a partner's pro rata share of net income 

10 which does not flow through to the partner because the 

11 partnership elected to pay the tax on the income under section 

12 6242(a)(2) of the Internal Revenue Code; 

13 t±4t J.lll the amount of net income excluded under section 

14 114 of the Internal Revenue Code; 

15 t±5t (14) ·any increase in subpart F income, as defined in 

16 section 952(a) of the Internal Revenue Code, for the taxable 

17 year. when subpart F income is calculated without regard to the 

18 provisions of section 614 of Public Law 107-147; and 

19 t±6t ~ 80 percent of the depreciation deduction allowed 

20 unde~ section 168(k)(l)(A) and (k)(4)(A) of the Internal Revenue 

21 Code. For purposes of this clause, if the taxpayer has an 

22 activity that in the taxable year generates a deduction for 

23 depreciation under section 168(k)(l)(A) and (k)(4)(A) and the 

24 activity generates a loss for the taxable year that the taxpayer 

25 is not allowed to claim for the taxable yearJ "the depreciation 

26 allowed under section 168(k)(l)(A) and (k)(4}(A)" for the 

27 taxable year is limited to excess of the depreciation claimed by 

28 the activity under section 168(k)(l)(A} and (k)(4)(A) over the 

29 amount of the loss from the activity that is not allowed in the 

30 taxable year. In succeeding taxable years when the losses not 

31 allowed in the t~xable yeai are allowed, the depreciation under 

32 section l68(k)(l)(A) and (k}(4)(A) is allowed. 

33 [EFFECTIVE DATE.] This section is effective the day 

34 following final enactment. 

35 Sec. 19. Minnesota Statutes 2004, section 290.06, 

36 subdivision 22, is amended to read: 
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1 Subd. 22. [CREDIT FOR TAXES PAID TO ANOTHER STATE.] {a) A 

2 taxpayer who is liable for taxes based on or-measttred-by net 

3 income to another state, as provided in paragraphs (b) through 

4 {f), upon income allocated or apportioned to Minnesota, is 

5 entitled to a credit for the tax paid to another state if the 

6 tax is actually paid in the taxable year or a subsequent taxable 

7 year. A taxpayer who is a resident of this state pursuant to 

8 section 290.01, subdivision 7,.e%attse-tzt paragraph (b), and who 

9 is subject to income tax as a resident in the state of the 

10 individual's domicile is not allowed this credit unless the 

11 state of domicile does not allow a similar credit. 

12. {b) For an individual, estate, or trust, the credit is 

13 determined by multiplying the tax payable under this chapter by 

14 the ratio derived by dividing the income subject to tax in the 

15 other state that is also subject to tax in Minnesota while a 

16 resident of Minnesota by the taxpayer's federal adjusted gross 

17 income, as defined in section 62 of the Internal Revenue Code, 
r 

18 modified by the addition required by section 290.01, subdivision 

19 19a, clause {l), and the subtraction allowed by section 290.01, 

20 subdivision 19b, clause {l), to the extent the income is 

21 allocated or assigned to Minnesota under sections 290.081 and 

22 290.17. 

23 ·(c) If the taxpayer is an athletic team that apportions all 

24 of its income under section 290.17, subdivision 5, the credit is 

25 determined by multiplying the tax payable under this chapter by 

26 the ratio derived from dividing the total net income subject to 

27 tax in the other state by the taxpayer's Minnesota taxable 

28 income. 

29 (d) The credit determined under paragraph (b) or (c) sh~ll 

30 not exceed the amount of tax so paid to the other state on the 

31 gross income earned within the other state subject to tax under 

32 this chapter, nor shall the allowance of the credit reduce the 

33 taxes paid under this chapter to an amount less than what would 

34 be assessed if such income amount was· excluded from taxable net 

35 income.· 

36 {e} In the case of the tax assessed on a lump sum 
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1 distribution under section 290.032, the credit allowed under 

2 paragraph (a) is the tax assessed by the other state on the lump 

3 sum distribution that is also subject to tax under section 

4 290.032, and shall not exceed the tax assessed under section 

5 290.032. To the extent the total lump sum distribution defined 

6 in section 290. 032 ,· subdivision 1, includes lump sum 

7 distributions received in prior years or is all or in part an 

8 annuity contract, the reduction to the tax on the lump sum 

9 distribution allowed under section 290.032, subdivision 2, 

10 includes tax paid to another state that is properly apportioned 

11 to that distribution. 

12 (f} If a Minnesota resident reported an item of income to 

13 Minnesota and is assessed tax in such other state on that same 

14 income after the Minnesota statute of limitations has expired, 

15 the taxpayer shall receive a credit for that year under 

16 paragraph (a), notwithstanding any statute of limitations to the 

17 contrary. The claim for the credit must be submitted within one 

18 year from the date the taxes were paid to the other state. The 

19 taxpayer must submit sufficient proof to show entitlement to a 

20 credit. 

21 (g) For the purposes of this subdivision, a resident 

22 shareholder of a corporation treated as an "S" corporation under 

23 section 290.9725, must be considered to have paid a tax imposed 

24 on the shareholder in an amount equal to the shareholder's pro 

25 rata share of any net income tax paid by the S corporation to 

26 another state. For the purposes of the preceding sentence, the 

27 term "net income tax" means any tax imposed on or measured. by a 

28 corpoiation's net income. 

29 (h} For the purposes of this subdivision, a resident 

30 partner of an entity taxed as a partnership under the Internal 

31 Revenue Code must be considered to have paid a tax imposed on 

32 the partner in an amount.equal to the partner's pro rata share 

33 of any net income tax paid by the partnership to another state. 

34 For purposes of the preceding sentence, the term "net income" 

35 tax means any tax imposed on or measured by a partnership's net 

36 income. 
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1 (i) For the purposes of this subdivision, "another state": 

2 (1) includes: 

3 (i). the District of Columbia;···and 

4 (ii) a province or territory of Canada; but 

5 (2) excludes Puerto Rico and the several territories 

6 organized bt Congress. 

7 (j) The limitations on the credit in paragraphs (b), {c), 

8 and (d), are imposed on a state by state basis. 

9 {k) For a tax imposed by a province or territory of Canada, 

10 the tax for purposes of this subdivision is the excess of the 

11 tax over the amount of the foreign tax credit allowed under 

12 section 27 of the Internal Revenue Code. In determining the 

13 ~mount of the foreign tax credit allowed, the net income taxes 

14 imposed by Canada on the income are deducted first. Any 

15 remaining amount of the allowable foreign tax c~edit reduces the 

16 provincial or territorial tax that qualifies for the credit 

17 under this subdivision. 

18 [EFFECTIVE DATE.] This section is effective for tax years 

19 beginning after December 31, 2004. 

20 Sec. 20. Minnesota Statutes 2004, section 290.06, is 

21 amended by adding a subdivision to read: 

22 Subd. 32. [DAIRY INVESTMENT' CREDIT.] {a) A dairy 

23 investment credit is allowed against the tax computed under this 

24 chapter equal to the credit amount in the table, based ori the 

25, amount paid or incurred by the taxpayer in the tax year and 

26 certified by the commissioner of agriculture under paragraph 

27 {f), for qualifying expenditures: 

28 
29 

30 
31 

32 
33 
34 
35 

36 
37 
38 
39 

40 

Amount of 
qualifying expenditures 

up to $500,000 

over $500,000, but not 
more than $£00,000 

over $600,000, but not 
more than $700,000 

over $700,000, but not 
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Credit amount 

ten percent of 
qualifying.expenditures 

$50,000, plus nine percent 
of the amount of qualified 
expenditures in excess of 
$500,000 

$59,000, plus seven percent 
of the amount of qualified 
expenditures in excess of 
$600,000 

$66,000, plus five percent 



1 
2 
3 

4 
5 
6 
7 

8 
9 

10 
11 

12 
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more than $800,000 

over $800,000, but not 
more than $900,000 

over $900,000, but not 
more than $1,000,000 

$1,000,000 or more 

[REVISOR ] BT H0785-3 

of the amount of qualified 
expenditures in excess of 
$700,000 

-- $71, 000, plus three percent 
of the amount of qualified 
expenditures in excess of 
$800,000 

$74,000, plus one percent 
of the amount of quali£ied 
expenditures in excess of 
$900,000 

$75,000 

13 (b) "Qualifying expenditures," for purposes of this 

14 subdivision, means the expenses incurred for dairy animals for 

15 the construction or improvement of buildings or facilities, or 

16 the acquisition of equipment, for dairy animal housing, 

17 confinement, animal feeding, milk production, and waste 

18 management, including, but not limited t6, the following: 

19 (1) freestall barns; 

20 (2) fences; 

21 (3) watering facilities; 

22 (4) feed storage and handling equipment; 

23 (5) milking parlors; 

24 (6) robotic equipment; 

25 (7) scales; 

26 (8) milk storage and cooling facilities; 

27 (9) bulk tanks; 

28 (10) manure handling equipment and storage facilities; 

29 (11} digesters; 

30 (12) equipment used to produce energy; 

31 (13) on-farm processing; and 

32 (14) development of pasture other than land acquisition. 

33 Qualifying expenditures only include amounts that are 

34 capitalized and deducted under either section 167 or 179 of the 

35 Internal Revenue Code in computing federal taxable income. 

36 (c) The credit is limited to the liability for tax, as 

37 computed under this section for the taxable year for which the 

38~ credit certificate is issued. If the amount of the credit 

39 determined under this· s.ection for any taxable year exceeds this 

40 limitation, the excess is a dairy investment credit carryover to 
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1 each of the 15 succeeding taxable years. The entire amount of 

2 the excess unused cred.i t for the taxable year is carried first 

3 to the earliest-of the taxable years to which the credit may be 

4 carried and then to each successive year to which the credit may 

5 be carried. The amount of the unused credit which may be added 

6 under this paragraph shall not exceed the taxpayer's liability 

7 for tax less the dairy investment credit for the taxable year. 

8 {d) .For a partners.hip or S corporation, the maximum amount 

9 of the credit applies to the entity, not the individual partner 

10 or shareholder. 

11 {e) To be eligible for the dairy investment credit in this 

12 subdivision, a taxpayer must apply to the commissioner of 

13 agriculture for a tax credit certificate. The application mus.t 

14 be made on forms prescribed by the commissioner of agriculture 

15 and must include a statement of the qualifying expenditures by 

16 the taxpayer. 

17 {f) The commissioner of agriculture shall certify credits 

18 in the order the forms required under paragraph {e) are received 

19 and approved by the commissioner of agriculture, until the 

20 maximum credit amount for the taxable year has been. reached. 

21 The· maximum credit amount is $900,000 for tax years beginning 

22 after December 31, 2004, and before January 1, 2006; and 

23 $1,000,000 per year for tax years beginning after December 31, 

24 2005. 

25 Any eligible applications for which certificates are not 

26 issued in a tax year because the commissioner of agriculture has 

27 issued certificates totaling the maximum credit amount for that 

28 tax year remain eligible for a credit certificate in subsequent 

29 tax years, in the order in ~hich the forms were received by the 

30 commissioner of agriculture. 

31 [EFFECTIVE DATE.] This section is effective for assets 

32 placed in service in taxable years beginning after December 31, 

33 2004. 

34 Sec. 21. Minnesota Statutes 2004, section 290.067, 

35 subdivision 1, is amended to read: 

36 Subdivision 1. [AMOUNT OF CREDIT.] {a) A taxpayer may take 
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1. as a credit against the tax due from the taxpayer and a spouse, 

2 if any, under this chapter an amount equal to the dependent care 

3 credit for which the taxpayer is eligible pursuant to the 

4 provisions of section 21 of the Internal Revenue Code subject to 

5 the limitations provided in subdivision 2 except that in 

6 determining whether the child qualified as a dependent, income 

7 received as a Minnesota family investment program grant or 

8 .allowance to or on behalf of the child must not be taken into 

9 account in determining whether the child received more than half 

10 of the child's support from the taxpayer, and the provisions of 

11 section 32(b)(l)(D) of the Internal Revenue Code do not apply. 

12 (b) If a child who has not attained the age of six years at 

13 the close of the taxable year is cared for at a licensed family 

14 day care home operated by the child's parent, the taxpayer is 

15 deemed to have paid employment-related expenses. If the child 

16 is 16 months old or younger at the close of the taxable year, 

17 the amount of expenses deemed to have been paid equals the 

18 maximum limit for one qualified individual under section 2l(c) 

19 and (d) of the Internal Revenue Code. If the child is older 

20 than 16 months of age but has not attained the age of six years 

21 at the close of the taxable year, the amount of expenses deemed 

22 to have been paid equals the amount the licensee would charge 

23 for the care of a child of the same age for the same number of 

24 hours of care. 

25 (c) If a married couple: 

26 (1) has a child who has not attained the age of one year at 

27 the close of the taxable year; 

28 (2) files a joint tax return for the taxable year; and 

29 (3) does not .participate in a dependent care assistance 

30 program as defined in section 129 of the Internal Revenue Code, 

31 in lieu of the actual employment related expenses paid for that 

32 child under paragraph (a) or the deemed amount under paragraph 

33 (b), the lesser of (i) the combined earned income of the couple 

34 or (ii) the amount of the maximum limit for one qualified 

35 individual under section 2l(c) and (d) of the Internal Revenue 

36 Code will be deemed to be the employment related expense paid 
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1 for that child. The earned income limitation of section 2l(d) 

2 of the Internal Revenue Code shall not apply to this deemed 

3 amount. These deemed amounts apply regardless of whether any 

4 employment-related expenses have been paid. 

5 (d) If the taxpayer is not required and does not file a 

6 federal individual income tax return for the tax year, no credit 

7 is allowed for any amount paid to any person unless: 

8 .Cl) the name, address, and taxpayer identification number 

9 of the person are included on the return claiming the credit; ·or 

10 (2) if the person is an organization described in section 

11 501 ( c) ( 3) of .the Internal Revenue Code and exempt from tax .under 

12 section 50l(a) of the Internal Revenue Code, the name and 

13 address of the person are included on the return claiming the 

14 credit. 

15 In the case of a failure to provide the information required 

16 under the preceding sentence, the preceding sentence does not 

17 ·apply if it is shown that the taxpayer exercised due diligence 

18 in attempting to provide the information required. 

19 In the case of a nonresident, part-year resident, or a 

20 person who has earned income not subject to tax under this 

21 chapter including earned income excluded pursuant to section . 

22 290.01, subdivision 19b, clause (11), the credit determined 

23 under section 21 of the Internal Revenue Code must be allocated 

24 based on the ratio by which the earned income of the claimant 

25 and the claimant's spouse from Minnesota sources bears to the 

26 total earned income of the claimant and the claimant's spouse. 

27 For residents of Minnesota, the subtractions for military 

28 pay under section 290.01, subdivision 19b, clauses (11) and 

29 (12), are not considered "earned income not subject to tax under 

30 this chapter." 

31 Sec. 22. Minnesota Statutes 2004, section 290.067, 

32 subdivision 2a, is amended to read: 

33 Subd. 2a. [INCOME.] (a) For purposes of this section, 

·34 "income" means the sum of the following: 

35 (1) federal adjusted gross income as defined in section 62 

36 of the Internal Revenue Code; afto plus 
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1 (2) the sum of the following amounts to the ~xtent not 

2 included in clause (1): 

3 (i) all nontaxable income; 

4 (ii) the amount of a passive activity loss that is not 

5 disallowed as a result of section 469, paragraph (i) or (m) of 

6 the Internal Revenue Code and the amount of passive activity 

7 loss carryover allowed under section 469(b) of the Internal 

8 Revenue Code; 

9 (iii) an amount equal to the total of any discharge of 

10 qualified farm indebtedness 9f a solvent individual excluded 

11 from gross income under section 108(g) of the Internal Revenue 

12 Code; 

13. (iv) cash public assistance and relief; 

14 (v) any pension or annuity (including railroad retirement 

15 benefits, all payments received under the federal Social 

16 Security Act, supplemental security income, and veterans 

17 benefits), which was not exclusively funded by the claimant or 

18 spouse, or which was funded exclusively by the claimant or 

19 spouse and which ~unding payments were excluded from federal 

20 adjusted .gross income in the years when the payments were made; 

21 (vi) interest received from the federal or a state 

22 government or any instrumentality or political subdivision 

23 thereof; 

24 (vii) workers' compensation; 

25 (viii) .nontaxable strike benefits; 

26 (ix) the gross amounts of payments received in the nature 

27 of disability income or sick pay as a result of accident, 

28 sickness, or other disability, whether funded through insurance 

29 or otherwise; 

30 (x) a lump sum distribution under section 402(e)(3) of the 

31 Internal Revenue Code; 

32 (xi) contributions made by the claimant to an individual 

33 retirement account, including a qualified voluntary employee 

34 contribution; simplified employee pension plan; self-employed 

35 retirement plan; cash or deferred arrangement plan under section 

36 40l(k) of the Internal Revenue Code; or deferred compensation 
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1 plan under section 457 of the Internal Revenue Code; and 

2 (xii) nontaxable scholarship or fellowship grants; minus 

3 (3) in the case of a married couple filing a joint return, 

4 the earned income of the lesser-earning spouse1 as defined in 

5 section 290.0675, subdivision 1, paragraph (d). 

6 In the case of an individual who files an income tax return 

7 on a fiscal year basis, the term "federal adjusted gross income" 

8 means federal adjusted gross income reflected in the f is~al year 

9 ending in the next calendar year. Federal adjusted gross income 

10 may not.be reduced by the amount of a· net operating loss 

11 carryback or carryforward or a.capital loss carryback qr 

12 carryforwa!d allowed for the year. 

13 (b) "Income" does not include: 

14 (1) amounts excluded pursuant to the Internal Revenue Code, 

15 sections lOl(a) and 102; 

16 (2) amounts of any pension or annuity that were exclusively 

17 funded by the claimant or spouse if the funding payments were 

18 not excluded from federal adjusted gross income in the years 

19 when the payments ~ere made; 

20 (3) surplus food or other relief in .kind supplied by a 

21 governmental agency; 

22 (4) relief granted under chapter 290A; 

23 (5) child support payments received under a temporary or 

24 final decree of dissolution or legal sep~ration;·and 

25 (6) restitution payments received by eligible individuals 

26 and excludable interest as defined in section 803 of the 

27 Economic Growth and Tax Relief Reconciliation Act of 2001, 

28 Public Law 107-16. 

29 [EFFECTIVE DATE.] This section is effective for taxable 

30 years beginning after December 31, 2005. 

31 Sec. 23. Minnesota Statutes 2004, section 290.0671, 

32 subdivision 1, is amended to read: 

33 Subdivision 1. [CREDIT ALLOWED.] (a) ·An individual is 

34 allowed a credit against the tax imposed by this chapter equal 

35 to a percentage of earned income. To receive a credit, a 

36 taxpayer.must be eligible for a credit under section 32 of the 
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1. Internal Revenue Code. An individual· who would have been 

2 eligible for a credit under section 32 of the Internal Revenue 

3 Code if the phaseout in section 32~b) were calculated based on 

4 the income thresholds provided in paragraphs (b) through (d) as 

5 adjusted in paragraphs (i) through (k) is also eligible for a 

6 credit under this section. 

7. (b) For individuals with no qualifying children, the credit 
I 

8 equals 1.9125 percent of the first $4,620 of earned income. The 

9 credit is reduced by 1.9125 percent of earned income or mod±£±ed 

10 adjusted gross income, whichever is greater, in excess of 

11 $5,770, but in no case is the credit less than zero. 

12 (c) For individuals with one qualifying child, the credit 

13 equals 8~5 percent of the first $6,920 of earned income and 8.5 

14 percent of earned income over $12,080 but less than $13,450. 

15 The credit is reduced by 5.73 percent of earned income or 

16 .mod±£±ed adjusted gross income, whichever is greater, in excess 

17 of $15,080, but in no case is the credit less than zero. 

18 (d) For individuals with two or more qualifying children, 

19 the credit equals ten percent of the first $9,720 of earned 

20 income and 20 percent of earned income over $14,860 but less 

21 than $16,800. The credit is reduced by 10.3 percent of earned 

22 income or mod±£±ed adjusted gross income, whichever is greater, 

23 in excess of $17,890, but in no case is the credit less than 

24 zero. 

25 (e) For a nonresident or part-year resident, the .credit 

26 must be allocated based on the percentage calculated under 

27 section 290.06, subdivision 2c, paragraph (e). 

28 (f) For a person who was a resident for the entire tax year 

29 and has earned income not subject to tax under this chapter, 

30 including income excluded under section 290.01, subdivision 19b, 

31 clause (11), the credit must be allocated based on the ratio of 

32 federal adjusted gross income reduced by the earned income not 

33 subject to tax under this chapter over federal adjusted gross 

34 income. For purposes of this paragraph, the subtractions for 

35 military pay under section 290.01, subdivision 19b, clauses (11) 

36 and (12), are not considered "earned income not subject to tax 
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1 under· this chapter. " 

2 (g) For tax years beginning after December 31, 2001, and 

3 before December 31, 2004, the $5,77-0 in paragraph (b), the 

4 $15,080 in paragraph (c), and the $17,890 in paragraph (d), 

5 after being adjusted for inflation under subdivision ·7, are each 

6 increased by $1,000 for married taxpayers filing joint returns. 

7 (h) Fo~ tax years beginning after December 31, 2004, and 

8 before December 31, ~007 2005, the $5,770 in paragraph (b), the 

9 $15,080 in paragraph (c), and the $17,890 in paragraph (d), 

10 after being adjusted fo.r inflation under subdivision. 7, are ea.ch 

11 increased by $2,000 for married taxpayers filing joint returns. 

12 (i) For tax years beginning after December 31, 2005, and 

13 before December 31, 2007, the $5,770 in paragraph (b), the 

14 $15,080 in paragraph (c), and the $17,890 in paragraph (d), 

15 after being adjusted for inflation under subdivision 7, are each 

16 increased by the greater of (i) $2,000 or (ii) the earned income 

17 of the lesser-earning spouse, for married taxpayers filing joint 

18 returns. 

19 t±t li1. For tax years beginning after December 31, 2007, 

20 . and before December 31, 2010, the $5,770 in paragraph (b), the 

21 $15,080 in paragraph (c), and the $17,890 in paragiaph (d), 

22 after being adjusted for inflation under subdivision 7, are each 

23 increased by $37000 the greater of (i) $3,000 or (ii) the earned 

24 income of the lesser-earning spouse, for married taxpayers 

25 filing joint returns •. · For tax years beginning after December 

26 31, 2008, and before December 31, 2010, the ·$3,000 is adjusted 

27 annually for inflation under subdivision 7. 

28 (k) For tax years beginning after December 31, 2010, the 

29 $5,770 in paragraph (b), the $15,080 in paragraph (c), and the 

·30 $17,890 in paragraph (d), after being adjusted for inflation 

31 under subdivision 7, are each increased by the earned income of 

32 the lesser-earning spouse, for married taxpayers filing joint 

33 returns. 

34 tjt Jl:l The commissioner shall construct tables showing the 

35 amount of the credit at various income levels and make them 

36 available to taxpayers. The .tables shall follow the schedule 
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1 contained in this subdivision, except that the commissioner may 

2 graduate the transition between income brackets. 

3 Sec. 24. Minnesota Statutes 2004, section 290.0671, 

4 subdivision la, is amended to read: 

5 Subd. la. [DEFINITIONS.] For purposes. 6f this section, the 

6 terms "qualifying child," and "earned income," and-lladjttseed 

7 gross-±neomell have the meanings given in section 32(c) of the 

8 Internal Revenue Code, and the term "adjusted gross income" has 

9 the meaning given in section 62 of the Internal Revenue Code. 

10 "Earned income of the lesser-earning spouse" has the 

11 meaning given in section 290.0675, subdivision 1, paragraph (d). 

12 [EFFECTIVE DATE.] This section is effective for taxable 

13 years beginning after December 31, 2004. 

14 Sec. 25. Minnesota Statutes 2004, section 290.0672, 

15 subdivision 1, is amended to read: 

16 Subdivision 1. [DEFINITIONS.] (a) For purposes of this 

17 section, the following terms have the meanings given. 

18 (b) "Long-term care insurance" means a policy that: 

19 (1) qualifies for a deduction under section 213 of the 

20 Internal Revenue Code, disregarding the 7.5 percent income test; 

21 or meets the requirements given in section 62A.46; ·or provides 

22 similar coverage issued under the laws of another jurisdiction; 

23 and 

24 (2) has a lifetime long-term care benefit limit of not less 

25 than $100,000; and 

26 (3) has been offered in compliance with the inflation 

27 protectidn requirements of section 62S.23. 

28 (c) "Qualified beneficiary" means the taxpayer or the 

29 taxpayer's spouse. 

30 tdt-llPrem±ttms-dedtteted-±n-determ±n±ng-£edera3:-ta~ab3:e 

31 ±neomell-means-the-3:esser-o£-f3:t-3:ong-term-eare-±nsttranee 

32 ~rem±ttms-that-qtta3:±£y-as-dedttet±ons-ttnder-seee±on-z3:3-o£-the 

33 xnterna3:-Re~entte-eode;-and-t%t-the-toea3:-amottnt~dedttee±b3:e-£or 

34 med±ea3:-eare-ttnder-seet±on-%3:3-o£-the-xnterna3:-Reventte-eode• 

35 [EFFECTIVE DATE.] This section is effective for tax years 

36 beginning after December 31, 2004. 
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1 Sec. 26. Minnesota Statutes 2004, section 290.0672, 

2 subdivision 2, is amended to read: 

3 Subd. 2. [CREDIT.] A taxpaye~ is allowed a credit against 

4 the tax imposed by this chapter for long-term care insurance 

5 policy premiums paid during the tax year. The credit for each 

6 policy equals· 25 percent of premiums paid to-the-extent-not 

7 dedtteted-±n-detef'm±n±ng-£edef'e:3:-te:xe:b3:e-ineome. A taxpayer may 

8 claim a credit for only one policy for each qualified 

9 beneficiary. A maximum of $100 applies to each qualified 

10 beneficiary. The maximum total credit allowed per year .is $200 

11 for married couples filing joint returns and $100 for all other 

12 filers. For a nonresident or part-year resident, the credit 

13 determined under this section must be allocated based on the 

14 percentage calculated under section 290.06, ·subdivision 2c, 

15 paragraph (e). 

16 [EFFECTIVE DATE.] This section is effective for tax years 

17 beginning after December 31, 2004. 

18 Sec. 27. Minnesota Statutes 2004, section 290.0674, 

19 subdivision 1, is amended to read: 

20 Subdivision 1. [CREDIT ALLOWED.] An individual is allowed 

21 a credit against the tax imposed by this chapter in an amount 

22 equal to 75 percent -0f the amount paid for education-related 

23 expenses for a qualifying child in kindergarten through grade 

24 12. For p~rposes of this section, "education-related expenses" 

25 means: 

26 (1) fees or tuition for instruction by an instructor urtder 

27 section 120A.22, subdivision 10, clause (1), (2), (3), (4), or 

28 (5), or a member of the Minnesota Music Teachers Association, 

29 and who is not a lineal ancestor or ·sibling of the dependent for 

30 instruction outside the regular school day or school year, 

31 including tutoring, driver's education offered as part of school 

32 curriculum, regardless of whether it is taken from a public or 

33 private entity or summer camps, in grade or age appropriate 

34 curricula that supplement curricula and instruction available 

35 during the regular school year, that assists a dependent to 

36 improve knowledge of core curriculum areas or to expand 
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1 knowledge and skills under the gradtta~±on-ftt±e-ttnder-see~±on 

2 ±z0B.0z7-pa~ag~apb-tet7-e±attses-t±t-te-t~t7-f 9t7-ano-t±0t 

3 required academic standards under section 120B.021, subdivision 

4 1, and the elective standard under section l20B.022, subdivision 

5 1, clause (2), and that do not include the teaching of religious 

6 tenets, doctrines, or worship, the purpose of which is to 

7 instill such tenets, doctrihes, or worship; 

8 (2) expenses for textbooks, including books and other 

9 instructional m~terials and equipment purchased or leased for 

10 use in elementary and secondary schools in teaching only those 

.11 subjects legally and commonly taught in public elementary and 

12 secondary schools in this state. "Textbooks" does not include 

13 instructional books and materials used in the teaching of 

14 religious tenets, doctrines, or worship, the purpose of which is 

15 to instill such tenets, doctrines, or worship, nor does it 

16 include books or materials for extracurricular activities 

17 including sporting events, musical or dramatic events, speech 

18 activities, driver's education, or similar programs; 

19 (3) a maximum expense of $200 per family for personal 

20 computer hardware, excluding single purpose processors, and 

21 educational software that assists a dependent to improve 

22 knowledge of core curriculum areas or to expand knowledge and 

23 skills under the graottat±on-ftt±e-ttnoe~-see~±en-±z0B.0z required 

24 academic standards under section 120B.021, subdivision 1, and 

25 the elective standard under section 120B.022, subdivision 1, 

26 clause· (2), purchased for use in the taxpayer's. home and not 

27 used in a trade or business regardless of whether the computer 

28 is required by the dependent's school; and 

29 (4) the amount paid to others for transportation of a 

30 qualifying child attending a~ elementary or secondary school 

31 situated in Minnesota, North Dakota, South Dakota, Iowa, or 

32 Wisconsin, wherein a resident of this state may legally fulfill 

33 the state's compulsory attendance laws, which is not operated 

34 for profit, and which adheres to the provisions of the Civil 

35 Rights Act of 1964 and chapter 363A. 

36 For purposes of this section, "qualifying child'' has the 
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1 meaning given in section 32(c)(3) of the Internal Revenue Code. 

2 [EFFECTIVE DATE.] This section is effective for tax years 

3 beginning after December 3i, 2004. -~ 

4 Sec. 28. Minnesota Statutes 2004, section 290.0674, 

5 subdivision 2, is amended to read: 

6 Subd. 2. · [LIMITATIONS.] (a) For taxable years beginning 

7 after December 31, 2004, and before January 1, 2006, for 

8 claimants with income not greater than $33,500, the maximum 

9 credit allowed for -a family is $1,000 per-qtta±±£y±ng-en±±d-and 

10 $z1800-per-£am±3:y multiplied by the number of qualifying 

11 children in kindergarten through grade 12 in the family. No 

12 ered±e-±s-a±±owed-£or-edtteae±on-re±aeed-expenses-£or-e±e±manes 

13 w±eh-±neome-gree:eer-ehan-$371588. The maximum credit per-eh±3:d 

14 for families with one qualifying child in kindergarten through 

15 grade 12 is reduced by $1 for each $4 of household income over 

16 $33,500, and the maximum credit per-£e:m±3:y for families with two 

17 or more qualifying children in kindergarten through grade 12 is 

18 reduced by $2 for each $4 of household income over $33,500, but 

19 in no case is the credit less than zero. 

20 (b) For taxable years beginning after December 31, 2005, 

21 for claimants with income not greater than the greater of (i) 

22 $33,500 or (ii) 185 percent of the federal poverty guidelin~s, 

23 the maximum credit allowed for a family .is $1,000 multiplied by 

24 the number of qualifying children in the family in grades 

25 kindergarten through 12. The maximum credit.per family is 

26 reduced by $1 multiplied by the number of qualifying children in 

27 the family in grades kindergarten through 12 for each $4 of 

28 household income over the greater of (i) $33,500 or (ii) 185 

29 percent of the federal poverty guidelines, but in no case is the 

30 credit less than zero. 

31 (c} For purposes of this section "income" has the meaning 

32 given in section 290.067, subdivision 2a, but disregarding the 

33 subtraction in clause (3). In the case of a married claimant, a 

34 credit is not allowed unless a joint income tax return is 

35 filed. For purposes of this section "federal poverty 

36 guidelines" means the guidelines published in the Federal 
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1 Register in the tax year for which the credit is claimed, 

2 adjusted for family size. 

3 tbt J.S!1 For a nonresident or part-year resident, the credit 

4 determined under subdivision 1 and the maximum credit amount in 

5 paragraph (a) must be allocated using the percentage calculated 

6 in section 290.06, subdivision 2c, paragraph {e). 

7 [EFFECTIVE DATE.] This section is effective for taxable 

8 years· beginning after December 31, 2004. 

9 Sec. ·29. Minnesota Statutes 2004, section 290.091, 

10 subdivision 2, is amended to read: 

11 Subd. 2.· [DEFINITIONS.] For purposes of the tax imposed by 

12 this section, the following terms have the meanings given: 

13 (a) "Alternative minimum taxable income" means the sum of 

14 the following for the taxable year: 

15 (1) the taxpayer's federal alternative minimum taxable 

16 income as defined in section 55(b)(2) of the Internal Revenue 

17 Code; 

18 (2) the taxpayer's itemized deductions allowed in computing 

19 federal alternative minimum taxable income, but excluding: 

20 (i) the charitable contribution deduction under section 170 

21 of the Internal Revenue Code: 

22 (A) for taxable years beginning before January 1, 2006, to 

23 the extent that the deduction exceeds 1.0 percent of adjusted 

24. gross income7-e8-de£±ftedL 

25 (B) for taxable years beginning after December 31, 2005, to 

26 the full extent of the deduction. 

27 For purposes of this clause, "adjusted gross income" has 

28 the meaning given in section 62 of the Internal Revenue Code; 

29 (ii) the medical expense deduction; 

30 (iii) the casualty, theft, and disaster loss deduction; and 

31 (iv) the impairment-related work expenses of a disabled 

32 person; 

33 (3) for depletion allowances computed under section 613A(c) 

34 of the Internal ·Revenue Code, with respect to each property (as 

35 defined in section 614 of the Internal Revenue Code), to the 

36 extent not included in federal alternative minimum taxable 
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1 income, the excess of the deduction for depletion allowable 

2 under section 611 of the Internal Revenue Code for the taxable 

3 year over the adjusted basis of the. property at the end of the 

4 taxable year {determined without regard to the depletion 

5 deduction for the taxable year); 

6 (4) to the extent not included in federal alternative 

7 minimum taxable income, the amount of the tax preference for 

8 intangible drilling cbst under section 57{a)(2) of the Internal 

9 Revenue Code determined without regard to subparagraph (E); 

10 (5) to the extent not included in federal alternative 

11 minimum taxable income, the amount of interest income as 

12 provided by section 290.01, subdivision 19a, clause (l); and 

13 (6) the amount of addition required by section 290.01, 

14 subdivision 19a, clause (7); 

15 less the sum of the amounts determined under the following: 

16 (1) interest income as defined in section 290.01, 

17 subdivision 19b, clause (l); 

18 (2) an overpayment of state income tax as provided by 

19 section 290.01, subdivi~ion 19b, clause (2), to the extent 

20 included in federal alternative minimum taxable income; 

21 (3) the amount of investment interest paid or-accrued 

22 within the taxable year on indebtedness to the extent that the 

23 amount does not exceed net investment income, as defined in 

24 section 163(d)(4) of the Internal Revenue Code. Interest does 

25 not include amounts deducted in computing federal adjusted gross 

26 income; and 

27 (4) amounts subtracted from federal taxable income as 

28 provided by section 290.01, subdivision 19b, clauses ff9t-and 

29 ffft (9) to (13). 

30 In the case of an· estate or trust, alternative minimum 

31 taxable income must be computed as provided in section 59(c) of 

32 the Internal Revenue Code. 

33 (b) "Investment interest" means investment interest as 

34 defined in section 163(d)(3) of the Internal Revenue Code. 

35 (c) "Tentative minimum tax" equals 6.4 percent of 

36 alternative minimum taxable income after subtracting the 
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1 exemption.amount determined under subdivision 3. 

2 (d) "Regular tax" means the tax that would be imposed under 

3 this chapter (without regard to this section and section 

4 290.032), reduced by the sum of the nonrefundable credits 

5 allowed under this chapter. 

6 (e) "Net minimum tax" means the minimum tax imposed by this 

7 section. 

8 [EFFECTIVE DATE.] This section is effective for taxable 

9 years beginning after December 31, 2004. 

10 Sec. 30. Minnesota Statutes 2004, section 290.091, 

11 subdivision 3, is amended to read: 

12 Subd. 3. [EXEMPTION AMOUNT.] llLl_ For purposes of computing 

13 · the alternative minimum tax, the exemption amount is: 

14 (1) for taxable years beginning before January 1, 2005, the 

15 exemption determined under section 55(d) of the Internal Revenue 

16 Code, as amended through December 31, 1992; 

17 (2) for taxable years beginning.after December 31, 2004; 

18 and before January 1, 2006, $42,000 for married couples filing 

19 joint returns; $21,000 for married individuals filing separate 

20 returns, estates, and trusts; and $31,500 for unmarried 

21 individuals; 

22 (3) for taxable years beginning after December 31, 2005, 

23 and before January 1, 2007, $45,000 for married couples filing 

24 joint returns; $22,500 for married individuals filing separate 

25 returns, ~states, and trusts; and $33,750 for unmarried 

26 individuals; and. 

27 . ( 4) for taxable years beginning after December 31, 2006 ,_ · 

28 and before January 1, 2008, $50,000 for married couples filing 

29 joint returns; $25,000 for married individuals filing separate 

30 returns, estates, and trusts; and $37,500 for unmarried 

31 individuals. 

32 (b) The exemption amount determined under this subdivision 

33 is subject to the phase out under section 55(d)(3) of the 

34 Internal Revenue Code, except that alternative minimum taxable 

35 income as determined under this section must be substituted in 

36 the computation of the phase out ttnder-see~±on-55fdtt3t. 
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1 Sec. 32. Minnesota Statutes 2004, section 290.191, 

2 subdivision 2, is amended to read: 

3 Subd. 2. [APPORTIONMENT FORMULA OF GENERAL APPLICATION.] 

4 

5 
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8 
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~ Except for those trades or businesses requ~red to use a 

different formula under subdivision 3 or section 290.36, and for 

those·trades or businesses that receive permission to use some 

other method under section 290.20 or under subdivision 4, a 

trade or business required to apportion its net income must 

apportion its income to this state on the basis of the 

percentage obtained by taking the sum of: 

(1) 75 the percent for the sales factor under paragraph (b) 

of the percentage which 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; 

(2) i~.5 the percent for the property factor under 

paragraph (b) of the percentage which the total tangible 

property used by the taxpayer in this state in connection with 

the trade or business during the tax period is of the total 

tangible property, wherever located, used by the taxpayer in 

connection with the trade or business during the tax period; and 

(3) i~.5 the percent for the payroll factor· under paragraph 

~of the percentage which the taxpayer's total payrolls paid 

or incurred in this state or paid in respect to labor performed 

in this state in connection with the trade or business during 

the tax period are of the taxpayer's total payrolls paid or 

incurred in connection with the trade or business during the tax 

period. 

(b) For purposes of paragraph (a) and subdivision 3, the 

following percentages apply for the taxable years specified: 

Tax~ble years Sales factor Property Payroll 

beginning 

during calendar 

percent factor 

percent 

factor 

percent 

34 year 

35 2007 

2008 
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1 2009 and later 100 0 0 

2 calendar years 

3 [EFFECTIVE DATE.] This section is effective for tax years 

4 beginning after December 31, 2006. 

5 Sec. 33. Minnesota Statutes 2004, section 290.191, 

6 ·subdivision 3, is amended to read: 

7 Subd. 3. [APPORTIONMENT FORMULA FOR FINANCIAL 

8 INSTITUTIONS.] Except for an investment company required to 

9 apportion i~s income under section 290.36, a financial 

10 institution that is required to apportion its net income must· 

11 apportion its net income to this state on the basis of the 

12 percentage obtained by taking the sum of: 

13 (1) 75 the percent for the sales factor under subdivision 

14· 2, paragraph (b)., of the percentage which the receipts from 

15 within this state in connection with the trade or business 

16 during the tax period are of the total receipts in connection 

17 with the trade or business during the tax period, from wherever 

18 derived; 

19 (2) ~2.5 the percent for the property factor under 

20 subdivision 2, paragraph (b), of the percentage which the sum of 

21 the total tangible property used by the taxpayer in this state 

22 and_ the intangible property owned by the taxpayer and attributed 

23 to this state in connection with the trade or business during 

24 the tax period is of the sum of the total tangible property, 

25 wherever located, used by the taxpayer and the intangible 

26 property owned by the taxpayer and attributed to all states in 

27 connection .with the trade or business during the tax period; and 

28 (3) ~2.5 the percent for the payroll factor under 

29 subdivision 2, paragraph (b), of the percentage which the 

30 taxpayer's total payrolls paid or incurred in this state or paid 

31 in respect to labor performed in this state in connection with 

32· the trade or business during the tax period are of the 

33 taxpayer's total payrolls paid or incurred in connection with 

34 the trade or business during the tax period. 

35 [EFFECTIVE DATE.] This section is effective for tax years 

36 beginning after December 31, 2006. 
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1 Sec. 34. [290.433] [NATIONAL GUARD AND RESERVES CHECKOFF.] 

2 Subdivision 1. [CHECKOFF ESTABLISHED.] (a) Every 

3 individual who files an income tax·- return may designate on their 

4 original return that $1 or more shall be added to the tax or 

5 deducted from the .refund that would otherwise be payable by or 

6 to that· individual and paid into a Minnesota military families 

7 relief account established in the special revenue fund. The 

8 commissioner of. revenue shall, on the income tax return, notify 

9 filers of their right to designate that a portion of their tax 

10 or refund shall be paid into the Minnesota military families 

11 relief account. Amounts so designated to be paid shall be 

12 credited to the account as returns are processed, in as timely a 

13 manner as practical. All interest earned on money accrued, 

14 gifts to the program, contributions to the program, and 

15 reimbursements of ~xpenditur~s shall be credited to the 

16 account. All money in the account is appropriated to the 

17 adjutant general of the Department of Military Affairs for the 

18 purpose of making grants as specified in subdivision 2. 

19 (b) The checkoff under this section is subject to removal 

20 from the income tax return as provided in section 290.439, 

21 subdivision 2. 

22 Subd. 2. [GRANTS.] (a) The adjutant general is authorized 

23 to expend any money appropriated from the Minnesota military 

24 families relief account in the special revenue fund for the 

25 purpose of making grants: 

26 (1) directly to eligible individuals; or 

27 (2) to one or more eligible foundations for the purpose of 

28 making grants to eligible individuals, as provided in this 

29 section. 

30 (b) The term, "eligible individual" includes any Minnesota 

31 resident who is: 

32 (1) a member of the Minnesota National Guard or other 

33 United States armed forces reserves who has been ordered to 

34 federal active service since September 11, 2001, and has a 

35 financial need as a result of that service; 

36· (2) the spouse or dependent child of a person described in 
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1 clause (l); or 

2 (3) the surviving spouse or surviving dependent child of a 

3 person described in clause (1). 

4 To be an eligible individual, a person described in clause 

5 (2) or (3) must be residing within the state of Minnesota. 

6 (c) The term "eligible foundation" includes any 

7 organization that: 

8 ( 1) is a tax-exempt organization under section 501 ( c)( 3) of 

9 the Internal Revenue Code; 

10 (2) has articles of incorporation under chapter 317A 

11 specifying the purpose of the organization as including the 

12 provision of financial assistance to members of the Minnesota 

13 National Guard and other United States armed forces reserves and 

14 their families and survivors; and 

15 (3) agrees in writing to distribute any grant money 

16 received from the adjutant general under this section to 

17 eligible individuals as defined in this section and in 

18 accordance with any written policies and rules the adjutant 

19 general may impose as conditions of the grant to the foundation. 

20 (d) The maximum grant awarded to an eligible individual in 

21 a calendar year with funds from the Minnesota military families 

22 relief account, either through an eligible institution or 

23 directly from the adjutant general, may not exceed $2,000. 

24 (e) The state pledges and agrees with all contributors to 

25 the account to use the cont~ibuted funds solely for the purpose 

26 of providing assistance to eligible individuals. 

27 (f) The state further agrees that it will not impose 

20· additional conditions or restrictions that will limit ~r 

29 otherwise restrict the ability of the adjutant general to award 

30 grants under this section. 

31 (g) For purposes of this section, the term "federal·active 

32 service" has the meaning given in section 190.05, subdivision 

33 Sc, but excludes service performed exclusively for purposes of: 

34 (1) basic combat training, advanced. individual training, 

35 annual training, and periodic inactive duty training; 

36 (2) special training periodically made available to reserve 
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1 members; and 

2 (3) service performed in accordance with section 190.08, 

3 subdivision 3. 

4 Subd. 3. [ANNUAL REPORT.] The adjutant general must report 

5 by February 1, 20071 and each year thereafter, to the chairs and 

6 ranking minority members of the legislative committees and 

7 divisions with jurisdiction over military and veterans' affairs 

8 on the number, amounts, and use of grants issued from the 

9 Minnesota military families relief account in the previous year 

10 and on the expenses related to administering the account. 

11 [EFFECTIVE DATE.] This section is effective for income tax 

12 returns for taxable years beginning after December 31, 2004. 

13 Sec. 35. [290.434] [PUBLIC SAFETY OFFICER CHECKOFF.] 

14 (a} Every individual who files an income tax return may 

15 designate on their original return that $1 or more shall be 

16 added to the tax or deducted from the refund that would 

17 otherwise be payable by or to that individual.and paid into a 

18 public safety officer memorial and survivor account in the 

19 special revenue fund. The commissioner of revenue shall, ·on the 

20 income tax return, notify filers of their right to designate 

21 that a portion of their tax or refund shall be pai~ into the 

22 public safety officer memorial and survivor account. The sum of 

23 the amounts so designated to be paid shall be credited to the 

24 account. The account may be used by the commissioner of public 

25 safety to make grants. to public safety officer associations that 

26 assist in building and preserving state memorial monuments, 

27 assist the families of public safety officers killed in the line 

28 of duty, award scholarships to surviving family members, and 

29 otherwise provide services relating to public safety officers 

30 killed in the line of duty. All interest earned on money 

31 accrued, gifts to the program, contributions to the program, and 

32 reimbursements of expenditures shall be credited to the 

33 acco~nt. All money in the account is appropriated to the 

34 commissioner of public safety for purposes of this section. 

35 (b} The state pledges and agrees wit~ all contributors to 

36 the account to use the funds contributed solely for the 
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1 maintenance of public safety officer memorials and for the 

2 benefit of survivors of Minnesota public safety officers killed 

3 in the line of duty and further agrees that it wili not impose 

4 additional conditions ct restrictions that will limit or 

5 otherwise restrict the ability of the commissioner of public 

6 safety, in consultation with the public safety officer memorial 

7 and survivor account advisory council, to award grants from the 

8 available funds in the most efficient and effective manner. 

9 (c) The commissioner of public safety must report by 

10 January 1, 2004, and each year thereafter to the chairs and 

11 ranking minority members of the legislative committees and 

12 divisions with jurisdiction over criminal justice.policy and 

13 funding on the number, amounts, and use of grants issued from 

14 the account in the previous year. 

15 (d) A public safety officer· memorial and survivor account 

16 advisory council·is established to advise the commissioner of 

17 public safety on the distribution of grants under this section. 

18 The council must consist of eight members, one from each of the 

19 following organizations: the Minnesota law enforcement memorial 

20 association, the Minnesota police and peace officers 

21 association, the Minnesota chiefs of police assoc1ation, the 

22 Minnesota sheriffs association, the Minnesota state fire 

23 department association, the Minnesota state fire chiefs 

24 association, the Minnesota ambulance association, and the 

25 Minnesota emergency medical services association. The council 

26 member is the executive director or president of the 

27 organization, or that person's designee. Members must serve 

28 wi thoµt compensation. ·The commissioner must consider the 

29 advisory· council's recommendations before awarding grants under 

30 this section. 

31 (e) As used in this section, "killed in the line of duty" 

32 and "public safety officer" have the meanings given in section 

33 299A.41. 

34 (f) The checkoff under this section is subject to removal 

35 from the income tax return as provided in section 290.439, 

36 subdivision 2. 
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1 [EFFECTIVE DATE.] This section is effective for income tax 

2 returns for taxable years beginning after December 31, 2004. 

3 Sec. 36. [290.435] [K-12 EDUCATION, HIGHER EDUCATION, 

4 TRANSPORTATION, HEALTH CARE, NURSING HOME, AND CLEAN WATER 

5 CHECKOFF.] 

6 Subdivision 1. [CHECKOFFS.] (a) Every individual who files 

7 an.income tax return may designate on their original return that 

8 $1 or more shall be added to the tax or deducted from the refund 

9 that would otherwise be payable by or to that.individual. 

10 (b) The taxpayer shall designate that the added or deducted 

11 amount shall be paid into one or more of the following accounts 

12 and used for the stated purpose: 

13 (1) K-12 education, for technology and/or capital 

14 improvement grants to school districts; 

15 (2) higher education, for state assistance to individual 

16 students based on student need; 

17 (3) transportation, for local road and bridge funds; 

18 (4) health care, to provide funding for public health care 

19 programs; 

20 (5) nursing home assistance, for state reimbursement of 

21 nursing home costs; or 

22 (6) environmental clean water, for grants to cities for 

23 wastewater treatment facilities. 

24 (c) The taxpayer may not designate an amount less than $1 

25 to be paid into any of the accounts. 

26 Subd. 2. [APPROPRIATION; SPECIAL ACCOUNTS.] (a) All 

27 amounts desigrtated by taxpayers to be paid into the K-12 

28 education account under subdivision 1, cl~use (1), must be 

29 deposited in the state treasury and credited to a special K-12 

30 education account. Money in the account is appropriated 

31 annually to the commissioner of education to make onetime grants 

32 to school districts for technology or capital improvements. 

33 (b) All amounts designated by taxpayers to be paid into the 

34 higher education account under subdivision 1, clause (2), must 

35 be deposited in the state treasury and credited to a special 

36 higher education account. Money in the account is appropriated 
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1 annually to the Minnesota Higher Education Services Off ice to 

2 provide financial assistance to students, based on financial 

3 needs, attending postseconqary edu~ational institutions located 

4 in and operated by this state. 

5 (c) All a~ounts designated by taxpayers to be paid into the 

6 transportation account under subdivision 1, clause (3), must be 

7 deposited in the state treasury and credited to a special 

8 transportation account. Money in the account is appropriated 

9 annually to the commissioner of transportation for improvements 

10 to local roads and bridges. 

11 (d) All amounts designated by taxpayers to be paid into the 

12 health care account under subdivision 1, clause (4), must be 

13 deposited in the state treasury and credited to a special health 

14 care account. Money in the account is appropriated annually to 

15 the commissioner of human services to provide additional· funds 

16 for adult participation in MinnesotaCare. 

17 (e) All amounts designated by taxpayers to be paid into the 

18 nursing home assistance account under subdivision 1, clause (5), 

19 must be deposited in the state treasury and credited to a 

20 special nursing home assistance account. Money in the account 

21 is appropriated annually to the commissioner of human services 

22 to fund a onetime increase in state paid nursing home 

23 reimbursement rates. 

24 (f) All amounts designated by taxpayers to be paid into the 

25 environmental clean water account under subdivision 1, clause 

26 (6), must be deposited in the state treasury and credited to the 

27 wastewater infrastructure fund, .and annually appropriated to. the 

28 public facilities authority to make onetime grants to 

29 municipalities for wastewater treatment facilities. 

30 (g) All amounts appropriated from the special accounts 

_ 31 under this section are onetime appro~riations and do not be6ome 

32 part of the base level funding for the 2006-2007 biennium. 

33 (h) The checkoffs under this section are subject to removal 

34 from the income tax return as provided in section 290.439, 

35 subdivision 2. 

36 [EFFECTIVE DATE.] This section is effective for taxable 
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1 years beginning after December 31, 2004. 

2 Sec. 37. [290.439] [ADMINISTRATION OF CHECKOFFS.] 

3 Subdivision 1. [FORMS.] The commissioner must provide a 

4 separate form as part of the income tax return that lists the 

5 nongame wildlife· checkoff in section 290.432; the state election 

6 campaign fund checkoff in section lOA.31; the National Guard and 

7 Reserves checkoff in section 290.433; the public safety officer 

8 checkoff in section 290.434; and the education, higher 

9 education, transportation, health care, nursing home, and clean 

10 water checkoffs in section 290.435. The commissioner must 

11 provide a single line on form M-1 for entering the total amount 

12 a taxpayer contributes to all the checkoffs listed on the 

13 separate form. 

14 Subd. 2. [REMOVAL OF CHECKOFFS.] The commissioner must 

15 annually review usage of the income tax checkoffs in sections 

16 290.433 to 290.435, and determine the number of returns making 

17 contributions and the total amount contributed to each checkoff, 

18 including each of the separate checkoffs· provided in section 

19 290.435. If any of the checkoffs subject to review fails, for 

20 two consecutive tax years, to obtain contributions of at least 

21 $100,000 from at least eight percent of all returns that make 

22 contributions to any of the checkoffs in sections lOA.31 and 

23 290.433 to 290.435, the commissioner must remove the checkoff 

14 from the checkoff form and submit legislation proposing the 

25 repeal of the checkoff to the legislature. 

26 [EFFECTIVE DATE.] This section is effective for taxable 

27 years beginning after December 31, 2004. 

28 Sec. 38. Minnesota Statutes 2004, section 290.92, 

29 subdivision 4b, is amended to read: 

30 Subd. 4b. [WITHHOLDING BY PARTNERSHIPS.] (a) A partnership 

31 shall deduct and withhold a tax as provided in paragraph (b) for 

32 nonresident individual partners based on their distributive 

33 shares of partnership income for a taxable year of the 

34 partnership. 

35 (b) The amount of tax withheld is determined by multiplying 

36 the partner's distributive share allocable to.Minnesota under 

Article 5 Section 38 187 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 section 290.17, paid or credited during the taxable year by the 

2 highest rate used to determine the income tax liability for an 

3 individual under section 290.06, subdivision 2c, except that the 

4 amount of tax withheld may be determined by the commissioner if 

5 the partner submits a withholding exemption certificate under 

6 subdivision 5. 

7 (c) The commissioner may reduce or abate tQe tax withheld 

8 under this subdivision if the partnership had reasonable cause 

9 to believe that no tax was due under this section. 

10 (d) Notwithstanding paragraph (a), a partnership is not 

11 required to deduct and withhold tax for a nonresident partner if: 

12 (1) the partner elects to have the tax due paid as part of 

13 the partnership'· s composite return under section 289A. 08, 

14 subdivision 7; 

15 (2) the partner has Minnesota assignable federal adjusted 

16 gross income from the partnership of less than $1,000; or 

17 (3) the partnership is liquidateo or terminated, the income 

18 was generated by a transaction related to the termination or 

19 liquidation, and no cash or other property was distributed in 

20 the current or prior taxable year; or 

21 (4) the distributive shares of partnership income are 

22 attributable to: 

23 (i} income required to be recognized because of disch~rge 

24 of indebtedness; 

25 (ii) income· recognized because of a sale, exchange, or 

26 other disposition of real estate, depreciable property, or 

27 property described in section 179 of the Internal Revenue Code; 

28 or 

29 (iii) income recognized on the sale, exchange, or other 

30 disposition ·of any property that has been the subject of a basis 

31 reduction pursuant to ~ection 108, 734, 743, 754, or 1017 of the 

32 Internal Revenue Code 

33 to the extent that the income does not include ca~h received or 

34 receivable or, if there is cash received or receivable, to the 

35 extent that the cash is required to be used to pay indebtedness 

36 by tne partnership or a secured debt on partnership property; or 
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1 (5) the partnership is a publicly traded partnership, as 

2 defined in section 7704(b) of the Internal Revenue Code. 

3 (e) For purposes of subdivision 6a, and sections 289A.09, 

4 subdivision 2, 289A.20, subdivision 2, paragraph (c), 289A.50, 

5 289A.56, 289A.60, and 289A.63, a partnership is considered an 

6 employer. 

7 (f) To the extent that income is exempt from withholding 

8 under paragraph (d), clause (4), the commissioner has·a lien in 

9 an amount up to the amount that would be required to be withheld 

10 with respect to the income of the partner attributable to the 

11 partnership interest, but for the application of paragraph (d), 

12 clause (4). The lien arises under section 270.69 from the date 

13 of assessment of the tax against the partner, and attaches to 

14 that partner's share of the profits and any other money due or 

15 to become due to that partner in respect of the partnership. 

16 Notice of the lien may be sent by mail to the partnership, 

17 without the necessity for recording the lien. The notice has 

18 the force and effect of a levy under section 270.70, and is 

19 enforceable against the partnership in the manner provided by 

20 that section. Upon payment in full of the liability subsequent 

21 to the no"tice of lien, the partnership must be notified that the 

22 lien has been satisfied. 

23 [EFFECTIVE DATE.] This section is effective for·taxable 

~4 years beginning after December 31, 2004. 

25 Sec. 39. Minnesota Statutes 2004, section 291.005, 

26 subdivision 1, is amended to read: 

27 Subdivision 1. [SCOPE.] Unless the context otherwise 

28 clearly requires, the following terms used in this chapter shall 

29 have the following meanings: 

30 (1) "Federal gross estate" means the gross estate of a 

31 decedent as valued and otherwise determined for fed~ral estate 

32 tax purposes by federal taxing authorities pursuant to the 

33 provisions of the Internal Revenue Code. 

34 (2) "Minnesota gross estate" means the federal gross estate 

35 of a decedent after (a) excluding therefrom any property 

36 included therein which has its situs outside Minnesota, and (b) 
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1 including therein any property omitted from. the federal gross 

2 estate which is includable therein, has its situs in Minnesota, 

3 and was not disclosed to federal taxing authorities. 

4 (3) "Personal representative" means the executor, 

5 administrator or other person appointed by the court to 

6 administer and dispose of the property of the decedent. If 

7 there is no executor, administrator or other person appointed, 

8 qualified, and acting within this state, then any person in 

9 actual or constructive possession of any property having a situs 

10 in this state which is included in the federal gross estate of 

11 the decedent shall be deemed to be a personal representative to 

12 the extent of the property and the Minnesota estate tax due with 

13 respect to the property. 

14 (4) "Resident decedent" means an individual whose domicile 

15 at the time of death was in Minnesota. 

16 (5) "Nonresident decedent" means an individual whose 

17 domicile at the time of death was not in Minnesota. 

18 (6) "Situs of property" means, with respect to real 

19 property, the stat~ or country in which it is located; with 

20 respect to tangible personal property, _the state or country in 

21 which it was normally kept or located-at the time o~ the 

22 decedent's death; and with respect to intangible personal 

23 property, the stat~ or country in which the decedent was 

24 domiciled at death. 

25 (7) "Commissioner" means the commissioner of revenue or any 

26 person to whom the commissioner has delegated functions under 

27 this chapter. 

28 (8) "Internal Revenue Code" means the United States 

29 Internal Revenue Code of 1986, as amended through Beeember-3i, 

30 %99%.April 15, 2005. 

31 (9) "Minnesota adjusted taxable estate" means federal 

32 adjusted taxable estate as defined by section 20ll(b)(3) of the 

33 Internal Revenue Code, increased by the amount of deduction for 

34 state death taxes allowed under section 2058 of the Internal 

35 Revenue Code. 

36 [EFFECTIVE DATE.] This section is effective for estates of 
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1 decedents dying after December 31, 2004. 

2 Sec. 40. Minnesota Statutes 2004, section 291.03, 

3 subdivision 1, is amended to read: ... 

4 Subdivision 1. [TAX AMOUNT.]~ The tax imposed shall be 

5 an amount equal to the proportion of the maximum credit for 

6 state death taxes computed under section 2011 of the Internal 

7 Revenue Code, as amended through December 31, 2000, £0~-state 

8 death-ta~es but using Minnesota adjusted taxable estate instead 

9 of federal adjusted taxable estate, as the Minnesota gross 

10 estate bears to the value of the.federal gross estate. The tax 

11 determined under this paragraph shall not be greater than the 

12 £ederai-estaee-ea~ amount computed by applying the rates and 

13 brackets under section 2001.1.£L of the Internal Revenue Code 

14 a£eer-ehe-aiiowanee-o£ to the Minnesota adjusted gross estate 

15 and subtracting the federal ered±es credit allowed under section 

16 2010 of ·the Internal Revenue Code of 1986, as amended ~hrough 

17 December 31, 2000. 

18 (b) For the purposes of this section, expenses which are 

19 deducted for federal income tax purposes under section 642(g) of 

20 the Internal Revenue Code as amended through December 31, 2002, 

21 are not allowable in computing the tax under this chapter. 

22 (c) The executor may make a qualified termiriable interest 

23 property election, as defined in section 2056(b)(7) of the 

~4 Internal Revenue Code, for purposes of computing the marital 

25 deduction under section 2056 of the Internal Revenue Code for 

26 the tax under this chapter that differs from the amount elected 

27 far federal estate tax purposes. The election may not exceed 

28 the federal election by more than the differ~n6e between the 

29 applicable exclusion amount under section 2010(c) of the 

30 Internal Reyenue Code and under section 2010(c) of the Internal 

31 Revenue Code, as amended through December 31, 2000. The 

32 election must be made on the tax return under this chapter and 

33 is irrevocable. All tax under this chapter must be determined 

34 using the qualified terminable interest election made on the 

35 Minnesota return. For purposes o~ applying.sections 2044 and 

36 2207A of the Internal Revenue Code to the computation of the 
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1 federal and Minnesota gross estates of the surviving spouse, 

2 amounts for which a qualified terminable interest property 

3 election has been made under this section must be treated as 

4 though a valid federal qualified terminable interest property 

5 election under section 2056(b)(7) of the Internal Revenue Code 

6 had been made. 

7 [EFFECTIVE DATE.] This section is effective for estates of 

8 decedents dying after December 31, 2004, except paragraph (c) 

9 applies for estates of decedents dying after December 31, 2006. 

10 Sec. 41. Minnesota Statutes 2004, section 298.01, 

11 subdivision 3, is amended to read: 

12 Subd. 3. [OCCUPATION TAX; OTHER ORES.] Every person 

13 engaged in the business of mining or producing ores in this 

14 state, except iron ore or taconite coricentrates, shall pay an 

15 occupation tax to the state of Minnesota as provided in this 

16 subdivision. The tax is determined in the same manner as the 

17 tax imposed by section 290.02, except that sections 290.05, 

18 subdivision 1, clause (a), afte 290.17, subdivision 4, and 

19 290.191, subdivision 2, do not apply. A person subject to 

20 occupation tax under this section shall apportion its net income 

21 on the basis of the percentage obtained by taking tli.e sum of: 

22 (1) 75 percent of the percentage which the sales made 

23 within this state in connection with the trade or business 

24 during the tax period are of the total sales wherever made in 

25 connection with the trade or busines~ during the tax period; 

26 (2) 12.5 percent of the percentage which the total tangible 

27 property used by the taxpayer in this state in connection with 

28 the trade or business during the tax period is of the total 

29 tangible property, wherever located, used by the taxpayer in 

30 · connection with the trade or business during the tax period; and 

31 (3) 12.5 percent of the percentage which the taxpayer's 

32 total payrolls paid or incurred in this state or paid in respect 

33 to labor performed in this state in connectiori with the trade or 

34 · business during the tax period are of the taxpayer's total 

35 payrolls paid or incurred in connection with the trade or 

36 business during the tax period. 
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1 The tax is in addition to all other taxes. 

2 [EFFECTIVE DATE.] This section is effective for tax years 

3 beginning after December 31, 2006. ··· 

4 Sec. 42. Minnesota Statutes 2004, section 298.01, 

5 subdivision 4, is amended to read: 

6 Subd. 4. [OCCUPATION TAX; IRON ORE; TACONITE 

7 CONCENTRATES.] A person engaged in the business of mining or 

8 producing of iron ore, taconite concentrates or direct reduced 

9 ore in this state shall pay an occupation tax to the state of 

10 Minnesota. The tax is determined.in the same manner as the tax· 

11 imposed by section 290.02, except that sections 290.05, 

12 subdivis.ion 1, clause (a}, fUid 290.17, subdivision 4, and 

13 290.191, subdivision 2, do not apply. A person subject to 

k4 occupation tax under this section shall apportion its net income 

15 on the basis of the percentage obtained by taking the sum of: 

16 (1) 75 percent of the percentage which the sales made 

17 within this stat~ in connection with the trade or business 

18 during the tax period are of the total sales wherever made in 

19 connection with the trade or business during the tax period; 

20 (2} 12.5 percent of the percentage which the tot~l tangible 

21 property used by the taxpayer in this state.in connection with 

22 the trade or business during the tax period is of the total 

23 tangible property, wherever located, used by the taxpayer in 

14 connection with' the trade or business during the tax period; and 

25 (3) 12.5 percent of the percentage which the taxpayer's 

26 total payrolls paid or incurred in this state or paid in respect 

27 to labor performed in this state in connection with the trade or 

28 business during the tax period are of the taxpayer's total 

29 payrolls paid or incurred in connection with the trade or 

30 business during the tax period. 

31 The tax is in addition to all other taxes. 

32 [EFFECTIVE DATE.] This section is effective for tax years 

33 beginning after December 31, 2006. 

34 Sec. 43. [REPEALER.] 

35 Minnesota Rules, parts 8093.2000; and 8093.3000, are 

36 repealed effective the day following final enactment. 
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1 ARTICLE 6 

2 FEDERAL UPDATE 

3 Section 1. Minnesota Statutes·· 2004, section 289A. o 2, 

4 subdivision 7, is amended to read: 

5 Subd. 7. [INTERNAL REVENUE CODE.] Unless specifically 

6 defined otherwise, "Internal Revenue Code" means the Internal 

7 Revenue Code of 1986, as. amended through ~tt~e-~57-~993 April 15, 

8 2005. 

9 ·[EFFECTIVE DATE.] This section is effective the day 

10 following final enactment. 

11 Sec. 2. Minnesota Statutes 2004, section 290.01, 

12 subdivision 19, as amended by ~aws 2005, chapter 1, section 1, 

13 is amended to.read: 

14 Subd. 19. [NET INCOME.] The term "net income" means the 

15 federal taxable income, as defined in section 63 of the Internal 

16 · Revenue Code of 1986, as .amended through the date named in this 

17 subdivision, incorporating the federal effective dates of 

18 changes to the Internal Revenue Code.and any elections made by 

19 the taxpayer in accordance with the·Internal Revenue Code in 

20· determining federal taxable income for federal income tax 

21 purposes, and with the modifications provided in subdivisions 

22 19a to 19f. 

23 In the case of a regulated investment company or a fund 

24 thereof, as defined ~n section 85l(a) or 85l(g) of the Internal 

25 Revenue Code, federal taxable income means investment company 

26 taxable income as defined in section 852{b)(2) of the Internal 

27 Revenue Code, except that: 

28 (1) the exclusion of net capital gain provided in section 

29 852(b)(2)(A) of the Internal Revenue Code does not apply; 

30 (2) the deduction for dividends paid under section 

31 852(b)(2)(D) of the Internal Revenue Code must be applied by 

32 allowing a deduction for capital gain dividends and 

33 exempt-interest dividends as defined in sections 852(b)(3)(C) 

34 and 852(b)(5) of the Internal Revenue Code; and 

35 (3) the deduction for dividends paid must also be applied 

36 in the amount of any undistributed capital gains which the 
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1 regulated investment company elects to have treated as provided 

2 in section 852(b)(3)(D) of the Internal Revenue Code. 

3 The net income of a real estate investment trust as defined 

4 and limited by section 856(a), (b), and (c) of the Internal 

5 Revenue Code means the real estate investment trust taxable 

6 income as defined in section 857(b)(2) of the Internal.Revenue 

7 Code. 

8 The net income of a designated settlement fund as defined 

9 in section 468B(d) of the Internal Revenu~ Code means· the gross 

10 income as defined in section 468B(b) of the Internal Revenue 

11 Code. 

12 ~ne-prov±s±ons-o£-seet±ons-iii3tat7-iii77-i%96tat7-i3i3tat7 

13 i49%tat7-i493tat7-i4437-i4597-%59itat7-%6957-i6ixtat7-i6%%7 
. . 

14 i6i67-i6i77-i794tit7-and-i794tmt-o£-tne-Smaii-Etts±ness-aob 

16 %94-%%77-tne-prov±s±ons-0£-seet±ons-3%3tat-and-tbttlt7-69%tat7 

17 9i3tbt7-94i7-96i7-97%7-%99xtat-and-tbt7-%99%7-i9937-%8i%7-%9~37 

18 i9i47-iS6i7-i96%7-i98i7-i984tbt7-i9867-i9877-iiiitat7-ii3itbt 

19 and-tet7-i%iitbt7-i%i37-i539tettzt7-i69it£tt5t-and-tnt7-and 

20 i694tdttlt-o£-tne-~axpayer-Rei±e£-Aet-o£-i9977-Pttbi±e-naw 

21 i95-347-tne-prov±s±ons-o£-seet±on-69i9-o£-tne-~nter~ai-Reventte 

22 Serv±ee-Restrttetttr±n9-and-Re£orm-Aet-0£-i9987-Pttbi±e-naw 

23 !95-%967-tne-prov±s±ons--0£-seet±on-4993-0£-tne-amn±btts 

i4 eonsoi±dated-and-Emer9eney-Sttppiementai-Appropr±at±ons-Aet7 

25 i9997-Pttbi±e-naw-i95-%777-and-tne-prov±s±ons-0£-seet±on-3%8-o£ 

26 tne-eonsoi±dated-Appropr±at±on-Aet-0£-%88%7-Pttbi±e-naw-%96-5547 

27 snaii-beeome-e££eet±ve-at-tne-t±me-they-beeome-e££eet±ve-£or 

28 £ederai-pttrposes. 

29 The Internal Revenue Code of 1986, as amended through 

30 Beeember-3i7-i996 April 15, 2005, shall be in effect for taxable 

31 years beginning after December 31, 1996. 

32 ~ne-prov±s±ons-o£-seet±ons-%9%tat-and-tbt7-%%itat7-%%57 

33 3i%7-3i37-9i3tat7-9347-96%7-i9947-i9957-i95%7-i9637-i984tat-and 

34 tet7-i9897-%ii%7-ii7i7-%%947-i%7itat-and-tbt7-i395tat7-i3967 

35 i3977-i3987-i3997-i59itbt7-i59%tbt7-i594tat7-i5957-i5%77-i5%87 

36 i5397-i6Sitdt7-fet7-f£t7-and-t±t-and-i68%tat7-fbt7-fet7-and-tet 

Article 6 Section 2 195 



HF785 THIRD ENGROSSMENT [REVISOR ]· BT H0785-3 

1 o£-ene-~axpayer-Rei±e£-Aee-o£-i9977-Pttbi±e-naw-i05-347-tne 

2 prov±s±oas-o£-seee±oas-6004,-6005,-60i%,-60i3,-60i57-60i67-700%7 

3 aad-7063-0£-ene-~aeeraai-Reveatte-Serviee-Resertteettr±ag-ead 

4 Re£orm-Aee~o£-i9987-Pttbi±e-naw-i05-%067-ene-prov±s±oas-o£ 

5 seee±oa-300%-0£-ehe-ema±btts-eoasoi±daeed-aad-Emergeaey 

6 Sttppiemeheai-Appropr±aeioas-Aee,-i999,-Pttbi±e-naw-i05-%777-ehe 

7 prov±s±oHs-o£-seee±oa-300i-o£-eh~-M±seeiiaaeotts-~rade-aad 

8 ~eena±eai-eorreee±oa~-Aee-o£-i999,-Pttbi±e-naw-i06-367-aad-ehe 

9 prov±s±oas-o£-seee±oa-3i6-o£-ene-eoasoi±daeed-Appropr±ae±ofi...;Aee 

10 o£-%00i,-Pttbi±e-naw-i06-554,-shaii-beeome-e££eee±ve-ae-ene-e±me 

11 ehey-beeome-e££eee±ve-£or-£ederai-pttrposes. 

12 ~he-~aeeraai-Reveatte-€ode-o£-i986,-as-ameaded-enrottgn 

13 Beeember-3i,-%997,-shaii-be-±a-e££eee-£or-eaxabie-years 

14 beg±aa±ag-a£eer-Beeember-3%,-i997• 

15 ~ne-prov±s±oas-o£-seee±oas-500%7-6009,-60ii7-aad-700i-o£ 

16 ene-xaeeraai-Reveatte-Serv±ee-Resertteettr±ag-aad-Re£orm-Aee-o£ 

17 i998,-Pttbi±e-naw-i05-%06,-ene-prov±s±oas-o£-seee±oa-90i0-o£-ene 

··1a ~raasporeae±oa-Eqtt±ey-Aee-£or-·ene-%ise-eeaettry7-Pttbi±e-naw 

19 %05-%78,-ehe-provis±oris-o£-seee±oas-i004,-400%,-aad-530~-o£~ene 

20 9ma±btts-eoasoi±dae±oa-aad-Emergeaey-Sttppiemeaeai-Appropr±ae±oas 

21 Aee,-i9997-Pttbi±e~naw-i05-%77,-ene-prov±s±oa-o£-see~±on-303-o£ 

22 ene-R±eky-Ray-Hemopn±i±a-Rei±e£-Pttad-Aee-o£-i9987-Pttbi±e-naw 

23 %05-369,~tne-prov±sfoas~o£-seee±oas-53%7-5347-536,-537,-and-538 

24 0£-ene-~±ekee~~o-Work-aad-Work-xaeeae±ves-xmprovemeae-Aee-0£ 

25 i9997-Pttbife-naw-i06-i707-ene-prov±s±oas-o£-ene-xnseaiimeae-~ax 

26 eorreee±oa-Aee-0£-%0007-Pttbi±e-naw-%06-573,-and-ene-prov±s±ons 

27 o£-seee±oa-309-o£-ene-eoasoi±daeed-Appropr±ae±on-Aee-o£-%00i7 

28 Pttbi±e-naw-i06-554,-shaii-beeome-e££eee±ve-at-ene-e±me-eney 

29 beeome-e££eee±ve-£or-£ederal-pttrposes. 

30 ~he-~neernai-Reveatte-eode-o£-i986,-as-amended-enrottgn 

31 Beeember-3i,-i998,-snali-be--±n-e££ee:e-£or-eaxabie-years 

32 beg±na±ag-a£eer-Beeember-3i7-i998• 

33 ~ne-prov±s±ons-0£-ene-Pse-Repeai-and-Exeraeerr±eor±ai 

34 xaeome-Exeltts±oa-Aee-0£-%9007-Pttbx±e-naw-%06-5%91-and-tne 

35 provis±on-o£-seee±oa-4i%-o£-ene~aob-ereae±on-and-Worker 

36 Ass±seaaee-Aee-o£-%00%7-Pttbi±e-naw-i07-%477-snail-beeome 
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1 e££eet±Ye-at-the-t±me-±t~beeame-e££eet±Ye-£or-£edera3:-pttrposes. 

2 ~he-xnterna3:-ReYentte-eode-o£-3:9867-as-amended-throttgh 

3 Beeember-33:7-3:9997-sha3:3:-be-±n-e££eet-£or-taxab3:e-years 

4 beg±nn±ng-a£ter-Beeember-33:7-3:999.--~he-proY±s±ons-o£-seet±ons 

5 306-and-403:-o£-the-eonso3:±dated-Api;>ropr±at±on-Aet-o£-%003:7 

6 Pttb3:±e-naw-3:06-5541-and-the-proY±s±on-0£-seet±ofl-63%fbf f %tfAt-o£ 

7 the-Eeonom±e-Growth-and-~ax-Re3:±e£-Reeone±3:±at±on-Aet-o£-2003:7 

8 Pttb3:±e-naw-3:07-3:61-and-proY±s±ons-0£-seet±ons-3:03:-and-402-o£-the 

9 a:ob-ereat±on-and-Work::er-Ass±stanee-Aet-0£--209%7-Pttb±±e-E>aw. 

10 3:97-3:477-sha3:3:-beeome-e££eet±Ye-at-the-same-t±me-±t-beeame 

11 e££eet±Ye-£or-£edera3:-pttrposes. 

12 ~he-xnterna3:-Reyentte-eode-o£-3:9867-es-emended-throttgh 

13 Beeember-33:1-%9901-she3:3:~be-±n-e££eet-£or-taxab3:e-yeers 

14 ·beg±nn±ng-a£ter-Beeember-33:1-2000.--~he-proY±s±ons-0£-seet±ons 

15 659e-end-673:-o£-the-Eeonom±e--Srowth-and-~ax-Re3:±e£ 

16 Reeone±3:±at±on-Aet-o£-2003:7-Pttb3:±e-EJaw-3:07-3:61-the-proy±s±ons-0£ 

17 seet±ons-3:04-;-3:051-and-3:3:3:-0£-the-V±et~ms-0£-~error±sm-~ax 

18 Re3:±e£-Aet-o£-%093:1~Pttb3:±e-new-3:07-3:347-and-the-prov±s±ons-0£ 

19 seet±ons-203:1-4931-43:31-and-696-0£-the-a:ob-ereat±on-and-Work::er 

20 Ass±stanee-Aet-o£-%00%1-Pttb3:±e-E>aw-3:07-3:477-sha3:3:-beeome 

21 e££eet±ve-at-the-same-t±me-±t-beeeme-e££eet±ye-£or-£edera3: 

22 pttrposes. 

23 ~he-xnterna3:~Reventte-eode-o£-3:9861-es-emended-throttgh-Mareh 

14 3:57-%9921-sha3:3:-be-±n-e££eet-£or-taxab3:e-yeers-beg±nn±ng-a£ter 

25 Beeember-33:7-2903:• 

26 ~he-proY±s±ons-o£-seet±ons-3:03:-and-3:9%-o£-the-V±et±ms-o£ 

27 ~errer±sm-~ax-Re3:±e£-Aet-o£-%003:7-Pttb3:±e-E>aw-3:9~-3:341~sha3:3: 

28 beeome-e££eet±ve-at-the-same-t±me-±t-beeomes-e££eet±ve-£or 

29 £edere3:-pttrposes. 

30 ~he-xnterne±-ReYentte-eode-0£-3:986-;-es-amended-throttgh-a:ttrie 

31 3:57-%9037-she3:3:-be-±n-e££eet-£or-taxab3:e-years-beg±nn±ng-a£ter 

32 Beeember-33:7-200%.--~he-proY±s±ons-o£-seet±on-293:-e£-the-a:obs 

33 and-Growth-~ax-Re3:±e£-end-Reeone±3:±at±on-Aet-o£-%9931-H•R•-z1-±£ 

34 ±t-±s-enaeted-±nto-3:aw1-are-e££eet±ve-at-the-same-t±me-±t-beeame 

35 e££eet±Ye-£or-£edere3:-pttrposes.--~he-prov±s±ons--o£-the-Aet-o£ 

36 a:anttary-71-29951-Pttb3:±e-E>aw-3:99-3:-;-te-aeee3:erate-the-±neome-tax 
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2 ~±ee±ms-e£-ene-~ft6±an-8eean-esttnam±,-are-e££eee±ye-ae-ene-same 

3 e±me-±e-beeame-e££eee±ye-£or-£e6erai-pttrposes-aft6-appiy-eo-ehe 

4 sttberaee±on-ttft6er-sttb6±Y±s±oft-%9b7-eiattse-tit~ 

5 Excepi as otherwise provided, teferences to the Internal 

6 Revenue Code in subdivisions %9a 19 to %9g 19f mean the code in 

7 effect for purposes of determining net income for the applicable 

8 year. 

9 [EFFECTIVE DATE.] This section is effective the day 

10 following final enactment. 

11 Sec. 3. Minnesota Statutes 2004, section 290.01, 

12 subdivision 19a, is amended to read: 

13 Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For 

14 individuals, estates, and trusts, there shall be added to 

15 .federal taxable income: 

16 (l)(i) interest income on obligations of any state. other 

17 than Minnesota or a political or governmental subdivision, 

18 municipality, or governmental agency or instrumentality of any 

19 state other than Minnesota exempt from federal income taxes 

20 under. the Internal Revenue Code or any other federal statute; 

21 and 

22 (ii) exempt-interest dividends as defined in section 

23 852(b)(5) of the Internal Revenue.Code, except the portion of 

24 the exempt-interest dividends derived from interest income on 

25 obligations_ of the state of Minnesota or its political or 
\ 

26 governmental subdivisions, municipalities, governmental agencies 

27 or instrumentalities, but only if the portion of the 

28 exempt-interest dividends from such Minnesota sources paid to 

29 all shareholders represents 95 percent or more of the 

30 exempt-interest dividends that are paid by the regulated 
1, 

31 investment company as defined in section 85l(a) of the Internal 

32 Reven~e Code, or the fund of the regulated investment company as 

33 defined in section 85l(g) of the Internal Revenue Code, making 

34 the payment; and 

35 (iii) for the purposes .of items (i) and (ii), interest on 

36 obligations of an Indian tribal government described in section 

Article 6 Section 3 198 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 787l(c) of the Internal Revenue Code shall be treated as 

2 interest income on obligations of the state in which the tribe 

3 is located; 

4 (2) the amount of income or sales and use taxes paid or 

5 accrued within the taxable year under this chapter and income or 

6 sales and use taxes paid to any other state or to any province 

7 or territory of Canada, to the extent allowed as a deduction 

8 under section 63(d) of the Internal Revenue Code, but the 

9 addition may not be more than the amount by which the itemized 

·10 deductions as allowed under section 63(d) of the Internal 

11 Revenue Code exceeds the amount of J.ij_ the standard deduction as 

12 defined in section 63(c) of the Internal Revenue Code minus (ii) 

13 any addition required under clause (10). For the purpose of 

14 this paragraph,· the disallowance of itemized deductions under 

15 section 68 of the Internal Revenue Code of 1986, income or sales 

16 and use tax is the last itemized deduction disallowed; 

17 (3) the capital gain amount of a lump sum distribution to 

18 which the special tax under section 1~22(h)(3)(B)(ii) of the Tax 

19 Reform Act of 1986, Public Law 99-514, applies; 

20 (4) the amount of income taxes paid or accrued within the 

21 taxable year under this chapter and income taxes paid to any 

22 other state or any province or territory of Canada, to the 

23 extent allowed as a deduction in determining federal adjusted 

~4 gross income. For the purpose of this paragraph, income taxes 

25 do not include the taxes imposed by sections 290.0922, 

26 subdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729; 

27 (5) the amount of expense, interest, or taxes disallowed 

28 pursuant to section 290.10; 

29 (6) the amount of a partner's pro rata share of net income 

30 which does not flow through to the partner because the 

31 partnership elected to pay the tax on the income under section 

32 6242(a)(2) of the Internal Revenue Code; aftd 

33 (7) 80 percent of the depreciation deduction allowed under 

34 section 168(k) of the Internal Revenue Code. For purposes of 

35 this clause, if the taxpayer has an activity that in the taxable 

36 year generates a deduction for depreciation under section 168(k) 
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1 and the activity·generates a loss for the taxable year that the 

2 taxpayer is not allowed to claim for the taxable year, "the 

3 depreciation allowed under section ·l68(k)" for the taxable year 

4 is limited to excess of the depreciation claimed by the activity 

5 under section 168(k) over the amount of the loss from the 

6 activity that is not allowed in the taxable year. In succeeding 

7 taxable years when the losses not allowed in the taxable year 

8 are allowed, the depreciation under section 168(k) is allowedL 

9 (8) 80 percent of the amount by which the deduction allowed 

10 by section 179 of the Internal Revenue Code exceeds the 

11 deduction allowable by section 179 of the Internal Revenue Code 

12 of 1986, as amen~ed through December 31, 2003; 

13 (9) to the· extent deducted in computing federal taxable 

14 income, the amount of the deduction· allowable under section 199 

15 of the Internal Revenue Code; 

16 (10) for tax years beginning after December 31, 2006, to 

17 the extent deducted in computing federal taxable income, the 

18 amount by which the standard deduction allowed under section 

19 63(c) of the Internal Revenue Code exceeds the standard 

20 deduction allowable unde~ section 63(c) of the Internal Revenue 

21 Code of 1986, as amended through December 31, 2003; and 

22 (11) the 'exclusion allowed under section 139A of the 

23 Internal Revenue Code for federal subsidies for prescription 

24 drug plans. 

25 [EFFECTIVE DATE.] This section is effective for tax years 

26 beginning after December 31, 2004, except the changes in clause 

27 (2) are effective for tax years beginning after December 31, 

28 2003. 

29 Sec. 4. Minnesota Statutes 2004, section 290.01, 

30 subdivision 19b, is amended to read: 

31 Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.] For 

32 individuals,,estates, and trusts, there shall be subtracted from 

33 federal taxable income: 

34 (1) interest income on obligatfons of any authority, 

35 commission, or instrumentality of the United States to the 

36 extent includable in taxable income for federal income tax 
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1 purposes but exempt from state income tax under the laws of the 

2 United States; 

3 (2) if included in federal taxable income, the amount of 

4 any overpayment of income tax to Minnesota or to any other 

5 state, for any previous taxable year, whether the amount is 

6 received as a refund or as a credit to another taxable year's 

7 income tax liability; 

8 (3) the amount paid to others, less the amount used to 

9 claim the credit allowed under section 290.0674, not to exceed 

10 $1,625 for each qualifying child in grades kindergarten to 6 and 

11 $2,500 for each qualifying child in grades 7 to 12, for tuition, 

12 textbooks, and transportation of each qualifying child in 

13 attending an elementary or secondary school situated in 

14 Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, 

15 wherein a resident of this state may legally fulfill the state's 

16 compulsory attendance laws, which is not operated for profit, 

17 and which adheres to the provisions of the Civil Rights Act of 

18 1964 and chapter 363A. For the purposes of this clause, 

19 "tuition" includes fees or tuition as defined in section 

20 290.0674, subdivision 1, clause (1). As used in this clause, 

21 "textbooks" includes books and other instructional-materials and 

22 equipment purchased or leased for use in elementary and 

23 secondary schools in teaching only those subjects legally and 

24 commonly_ taught in public elementary and secondary schools in 

25 this state. Equipment expenses qualifying for deduction 

26 includes expenses as defined ~nd limited in section 290.0674, 

27 subdivision 1, clause (3). "Textbooks" does not include 

28 instructional books and materials used in the teaching of 

29 religious tenets, doctrines, or worship, the purpose of which is 

30 to instill such tenets, doctrines, or· worship, nor does it 

31 include books or materials for, or transportation to, 

32 extracurricular activities including sporting events, music-al o-r 

33 dramatic events, speech activities, driver's education, or 

34 similar programs. For purposes of the subtraction provided by 

35· this clause, "qualifying child" has the meaning given in section 

36 32(c)(3) of the Internal Revenue Code; 
' 
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1 (4) income as provided under section 290.0802; 

2 (5) to the extent included in federal adjusted gross 

3 income, income realized on disposition of. property exempt from 

. 4 tax under section 290.491; 

5 (6) to the extent included in federal taxable income, 

6 postservice benefits for youth community service under section 

7 124D.42 for volunteer service under United States Code, title 

8 42, sections 12601 to 12604; 

9 (7) to the extent not deducted in determining federal 

10 taxable income by an individual who does not itemize deductions 

11 for federal income tax purposes for the taxable year, an amount 

12 equal to 50 percent of the excess of charitable contributions 

· 13 over $500 allowable as a deduction for the taxable year under 

14 section 17n(a) of the Internal Revenue Code o~e~-$500 and under 

15 the provisions of Public Law 109-1; 

16 (8) for taxable years beginning before January 1, 2008, the 

17 amount of the federal small ethanol producer credit allowed 

18 under section 40(a)(3) of the Internal Revenue Code which is 

19 included in gross income under section 87 of the Internal 

20 Revenue Code; 

21 (9) for ·individuals who are allowed a federal foreign tax 

22 credit for taxes that do not qualify for a credit under section 

23 290.06, subdivision 22, an amount equal to the carryover of 

24 subnational foreign taxes for the taxable year, but not to 

· 25 exceed the total subnational foreign taxes reported in claiming 

26 the foreign tax credit. For purposes of this clause, "federal 

27 foreign tax credit" means the credit allowed under section 27 of 

28 the Internal Revenue Code, and "carryover of subnational foreign 

29 taxes" equals the carryover allowed under section 904(c) of the 

30 Internal Revenue Code minus'riational level foreign taxes to the 

31 extent they exceed the federal foreign tax credit; 

32 (10) in each.of the five tax years immediately following 

33 the tax year in which an addition is.required under subdivision 

34 19a, clause (7), an amount equal.to one-fifth of the delayed 

35 depreciation. For purposes of this clause, "delayed 

36 depreciation" means the amount of the addition made by the 
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1 taxpayer under subdivision 19a, clause (7), minus the positive 

2 value of any net operating loss under section 172 of the 

3 Internal Revenue Code generated for--the tax year of the 

4 addition. The resulting delayed depreciation cannot be less 

5 than zero; 8ftO 

6 (11) job opportunity building zone income as provided under 

7 section 469.316~L 

8 (12) in each of the five tax years immediately following 

9 the tax year in which an addition is required under subdivision 

10 19a, clause (8), or 19c, clause (17), in the case of a 

11 shareholder of a corporation that is an S corporation, an amount 

12 equal to one-fifth of the addition made by the taxpayer under 

,3 subdivision 19a, clause (8), or 19c, clause (17), in the case of 

~4 a shareholder of a corporation.that is an S corporation, minus 

15 the positive value of any net operating loss under section 172 

16 of the Internal Revenue Code generated for the tax year of the 

17 addition. If the net operating loss exceeds the addition for 

18 the tax year, a subtraction is not allowed under this clause; 

19 and 

20 (13) to the extent included in federal taxable income, 

21 compensation paid to a service member as defined in.United 

22 States Code, title 10, section 10l(a)(5), for military service 

23 as defined in the Service Member Civil Relief Act, Public Law 

l 108-189, section 101(2). 

25 [EFFECTIVE DATE.] This section is effective for tax years 

26 beginning after D~cember 31, 2004, except the change to clause 

27 (7) is effective for tax years beginning after December 31, 2003. 

28 Sec. 5. Minnesota Statutes 2004, section 290.01, 

29 subdivision 19c, is amended to read: 

30 Subd. 19c. [CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE 

31 INCOME.] For corporations, there shall be added to federal 

32 taxable income: 

33 (1) the amount of any deduction taken for federal income 

~4 tax purposes for income, excise, or franchise taxes based on net 

_,5 income or related minimum taxes, including but not limited to 

36 the tax imposed under section 290.0922, paid by the corporation 
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1 to Minnesota, another state, a political subdivision of another 

2 state, the District of Columbia, or any foreign country or 

3 possession of the United States; 

4 (2) interest not subject to federal tax upon obligations 

5 of: the United States, its possessions, its agencies, or its 

6 instrumentalities; the state of Minnesota or any other state, 

7 any. of its political or governmental subdivisions, any of its 

8 municipalities, or any of its governmental agencies or 

9 instrumentalities; the District of Columbia; or Indian tribal 

10 9overnments; 

11 (3) exempt-interest dividends.received as defined in 

12 section 852(b)(5) of the Internal Revenue Code; 

13 (4) the amount of any net operating loss deduction taken 

14 for federal income tax purposes under section 172 or 832(c)(l0) 

15 of the Internal Revenue Code or operations loss deduction under 

16 section 810 of the I-nternal Revenue Code; 

17 (5) the amount of any special deductions taken for federal 

18 income tax purposes under sections 241 to 247 of the Internal 

19 Revenue Code; 

20 (6) losses from the business of mining, as defined in 

21 section 290.05, subdivision 1, clause (a), that ar~ not subject 

22 to Minnesota income tax; 

23 (7) the amount of any capital losses deducted for federal 

24 income tax purposes under sections 1211 and 1212 of the lnternal 

25 Revenue Cod~; 

26 (8) the exempt foreign trade income of a foreign sales 

27 corporation under sections 92l(a) and 291 of the Internal 

28 Revenue Code; 

29 (9) the amount of percentage depletion deducted under 

30 sections 611 through 614 and 291 of the Internal Revenue Code; 

31 (10) for certified pollution control facilities placed in 

32 service _in a taxable year beginning befC?re December 31, 1986, 

33 and for which amortization deductions were elected under section 

34 169 of the Internal Revenue Code of 1954, as amended through 

35 December 31, 1985,.the amount of the amortization deduction 

36 allowed in computing federal taxable income for those 
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1 facilities; 

2 (11) the amount of any deemed dividend from a foreign 

3 operating corporation determined pursuant to section 290.17, 

4 subdivision 4, paragraph (g); 

5 (12) the amount of any environmental tax paid under section 

6 59(a) of the Internal Revenue Code; 

7 (13) the amount of a partner's pro rata share of net income. 

8 which does not flow through to the partner because the 

9 partnership elected to pay the tax on the income under section 

10 6242(a)(2) of the Internal Revenue Code; 

11 (14) the amount of net income excluded under section 114 of 

12 the Internal Revenue Code; 

·13 (15) any increase in subpart F income, as defined in 

14 section 952(a) of the Internal Revenue Code, for the taxable 

15 year when subpart F income is calculated without regard to the 

16 provisions of section 614 of Public Law 107-147; and 

17 (16) 80 percent of the depreciation deduction allowed under 

18 section 168(k) of the Internal Revenue Code. For purposes of 

19 this clause, if the taxpayer has an activity that in the taxable 

20 year generates a deduction for depreciation under section 168(k) 

21 and the activity generates a loss for the taxable year that the 

22 taxpayer is not allowed to claim for the taxable year, "the 

23 depreciation allowed under section 168(k)" for the taxable year 

24 is limited to excess of the depreciation claimed by the activity 

25 under section 168(k) over the amount of the loss from the 

26 activity that is not allowed in the taxable year. In succeeding 

27 taxable years when the losses not allowed in the taxable year 

28 are allowed, the depreciation under section 168(k) is allowedL 

29 (17) 80 percent of the amount by which the deduction 

30 allowed by section 179 of the Internal Revenue Code exceeds the 

31 deduction allowable by section 179 of the Internal Revenue Code 

32 of 198-6, as amended through December 31, 2003; 

33 (18) to the extent deducted in computing federal taxable 

,34 income, the amount of the deduction allowable under section 199 

35 of the Internal Revenue Code; and 

36 (19) the exclusion allowed under section 139A of the 
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1 Internal Revenue Code for federal subsidies for prescription 

2 drug plans. 

3 [EFFECTIVE DATE.] This section .. is effective for tax years 

4 beginning after December 31, 2004. 

5 Sec. 6. Minnesota Statutes 2004, section 290.01, 

6 subdivision 19d, is amended to read: 

7 Subd. 19d. [CORPORATIONS; MODIFICATIONS DECREASING FEDERAL 

8 TAXABLE INCOME.] For corporations, there shall be subtracted 

9 from federal taxable income after the increases provided in 

10 subdivision 19c: 

11 (1) the amount of foreign dividend gross-up added to gross 

12 income for federal income tax purpose~ under section 78 of the 

13 Internal Revenue Code; 

14 (2) the amount of salary expense not allowed for federal 

15 income tax purposes due to claiming the federal jobs credit 

16 under section 51 of the Internal Revenue Code; 

17 (3) any dividend (not including any distribution in 

18 liquidation) paid within the taxable year by a national or state 

19 bank to the United States, or to any instrumentality of the 

20 United States exempt from federal income taxes, on the preferred 

21 stock of the bank owned by the United States or the 

22 instrumentality; 

23 (4)°amounts disallowed for intangible drilling costs due to 

24 differences between this chapter and the Internal Revenue Code 

25 in taxable years beginning before January 1, 1987, as follows: 

26 (i) to the extent the disallowed costs are represented by 

27 . physical property, an amount equal to tpe allowance for 

28 depreciation under Minnesota Statutes 1986, section 290.09, 

29 subdivision 7, subject to the modifications contained in 

30 subdivision 19e; and 

31 . (ii) to the extent the disallowed costs are not represented 

32 by physical property, an amount equal to the allowance for cost 

33 depletion under Minnesota Statutes 1986, section 290.09, 

34 subdivision 8; 

l5 (5) the deduction for capital losses pursu~nt to sections 

3~ 1211 and 1212 of the Internal Revenue Code, except that: 
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- 1 (i) for capital losses incurred in taxable years beginning 

2 after December 31, 1986, capital loss carrybacks shall not be 

3 allowed; 

4 (ii) for capital losses incurred in taxable years beginning 

5 after December 31, 1986, a capital loss carryover to each of the 

6 15 taxable years succeeding ~he loss year shall be allowed; 

7 (iii) for capital losses incurred in taxable years 

8 beginning before January 1, 1987, a capital loss carryback to 

9 each of the three taxable years preceding the loss year, subject 

10 to the provisions of Minnesota Statutes 1986, section 290.16, 

11 shall be allowed; and 

12 (iv) for capital losses incurred in taxable years beginning 

,3 before January 1, 1987, a capital loss carryover to each of the 

14 five taxable years succeeding the loss year to the extent such 

15 loss was not used in a prior taxable year and subject to the 

16 provisions of Minnesota Statutes 1986, section 290.16, shall be 

17 allowed; 

18 (6) an amount for interest and expenses relating to income 

19 not taxable for federal income tax purposes, if (i) the income 

20 is taxable under this chapter and (ii) the interest and expenses 

21 were disallowed as deductions under the provisions 6f section 

22 17l(a)(2), 265 or 291 of the Internal Revenue Code in computing 

23 federal taxable income; 

A4 (7) in the case of mines, oil and gas wells, other natural 

25 deposits, and timber for which percentage depletion was 

26 disallowed pursuant to subdivision 19c, clause (11), a 

27 reasonable allowance for depletion based on actual cost. In the 

28 case of leases the deduction must be apportioned between the 

29 lessor and lessee in accordance with rules prescribed by the 

30 commissioner. In the case of property held in trust, the 

31 allowable deduction must be apportioned between the income 

32 beneficiaries and the trustee in accordance with the pertinent 

33 provisions of the trust, or if there is no provision in the 

-~4 instrument, on the basis of the trust's income allocable to 

35 each; 

36 (8) for certified -pollution control facilities placed in 
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l service in a taxable year beginning before December 31, 1986, 

2 and for which amortization deductions were elected under section 

· 3 169 of the Internal Revenue Code of--1954, as amended through 

4 December 31, 1985·, an amount equal to the allowance for 

5 depreciation under Minnesota Statutes 1986, section 290.09, 

6 subdivision 7; 

7 (9) amounts included in federal taxable income that are due 

8 to refunds of income, excise, or franchise taxes based on net 

9 income or related minimum taxes paid by the corporation to 

10 Minnesota, another state, a political subdivision of another 

11 state, the District of Columbia, or a foreign country or 

12 possession of the United States to the extent that the taxes 

13 were added to federal taxable income under section 290.01, 

14 subdivision 19c, clause (1), in a prior taxable year; 

15 (10) 80 percent of royalties, fees, or other like income 

16 · accrued or received from a foreign operating corporation or a 

17 foreign corporation which is part of the same unitary business 

18 as the receiving corporation; 

19 (11) income or gains from the business of mining as defined 

20 in section 290.05, subdivision 1, clause (a), that are not 

21 subject to Minnesota franchise tax; 

-22 (12) the amount of handicap access expenditures in the 

23 taxable year which are not allowed to be deducted or capitalized 

24 under section 44(d)(7) of the Internal Revenue Code; 

25 (13) the amount of qualified research expenses not allowed 

26 for federal income tax purposes under section 280C(c) of the 

27 Internal Revenue Code, but only to the extent that the amount 

28 exceeds the. amount of the credit allowed under section 290.068; 

29 (14) the amount of salary expenses not allowed for federal 

30 _income tax purposes due to claiming the Indian employment credit 

31 under section 45A(a) of the Internal Revenue Code; 

32 (15).the amount of any refund of environmental taxes paid 

33 under section 59A of the Internal Revenue Code; 

34 (16) for taxable years beginning before January 1, 2008, 

35 the amount of the. federal small ethanol producer credit allowed 

3~ under section 40(a)(3) of the Internal Revenue Code which is 
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1 included.in gross income under section 87 of the Internal 

2 Revenue Code; 

3 (17) for a corporation whose foreign sales corporation, as 

4 defined in section 922 of the Internal Revenue Code, constituted 

5 a foreign operating corporation during any taxable year ending 

6 before January 1, 1995, and a return was filed by August 15, 

7 1996, claiming the deduction under section 290.21, subdivision 

8 4, for income received from the foreign operating corporation, 

9 an amount equal to 1.23 multiplied by the amount of income 

10 excluded under section 114 of the Internal Revenue Code, 

11 provided the income is not income of a foreign operating 

12 company; 

1.3 ( 18) any decrease in subpart F income, as defined in 

14 section 952(a) of the Internal Revenue Code, for the taxable 

15 year when subpart F income is calculated without regard to the 

16 provisions of section 614 of Public Law 107~147; eftd 

17 (19) in each of the five tax years immediately following 

18 the tax year in which an addition is required under subdivision 

19 19c, clause (16), an amount equal to one-fifth of the delayed 

20 depreciation. For purposes of this clause, "delayed 

21 depreciation" means the amount of the addition made- by the 

22 taxpayer under subdivision 19c, clause (16). The resulting 

23 delayed depreciation cannot be less than zero; and 

,4 (20) in each of the five.tax years immediately following 

25 the tax year in which an addition is required under subdivision 

26 19c, clause (17), an amount egual to one-fifth of the amount of 

27 the addition. 

28 [EFFECTIVE DATE.] This section is effective for tax years 

29 beginning after December 31, 2004. 

30 Sec. 7. Minnesota Statut~s 2004, section 290.01, 

31 subdivision 31, is amended to read: 

32 Subd. 31. [INTERNAL REVENqE CODE.] Unless specificarly 

33 defined otherwise, "Internal Revenue Code" means the Internal 

~4 Revenue Code of 1986, as amended through ch:tfte-3::57-%9~3 April 15, 

JS 2005. 

36 [EFFECTIVE DATE.] This section is effective the,day 
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1 following final enactment except the changes incorporated by 

2 federal changes are effective at the same times as the changes 

3 were effective for federal purposes~ 

4 Sec. 8. Minnesota Statutes 2004, section 290.032, 

5 subdivision 1, is amended to read:· 

6 Subdivision 1. [IMPOSITION.] There is hereby imposed as an 

7 addition to the annual income tax for a taxable year of a 

8 taxpayer in the classes described in section 290.03 a tax with 

9 respect to any distribution received by such taxpayer that is 

10 treated as a lump sum distribution under section 49%tdt-o£-i:ae 

11 fai:eraa%-Re~eatte-eode 140l(c)(2) of the Small Business Job 

12 Protection Act, Public Law·l04-188 and that is subject to tax 

13 for such taxable year under section 49%tdt-o£-i:he-fai:eraa% 

14 Re~eatte-eode 140l(c)(2) of the Small Business Job Protection 

15 Act, Public Law 104-188. 

16 [EFFECTIVE DATE.] This section is effective for tax years 

17 beginning after December 31, 1999. 

18 Sec. 9. Minnesota Statutes 2004, section 290.032, 

19 subdivision 2, is amended to read: 

20 Subd. 2. [COMPUTATION.] The amount of tax imposed by 

21 subdivision 1 shall be computed in the same way as -the tax 

22 imposed under section 402(d) of the Internal Revenue Code of 

23 ·1986, as amended through December 31, 1995, except that the 

24 initial separate tax shall be an amount equal to five times the 

25 tax which would be imposed by section 290.06, subdivision 2c, if 

26 the recipient was an unmarried individual, and the taxable net 

27 income was an amount equal to one-fifth of the excess of 

28 (i). the total taxable amount of the lump sum distribution 

29 for the year, over 

30 (ii) the minimum distribution allowance, and except that 

31 references in section 402(d) of the Internal Revenue Code of 

32 1986, as amended through December 31, 1995, to paragraph ( 1 J (A)-.· 

33 thereof shall instead be references to subdivision 1, and the 

34 excess, if any, of the subtraction base amount over federal 

35 taxable income for a qualified individual as provided urider 

36 section 290.0802, subdivision 2. 
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1 [EFFECTIVE DATE.] This sectiori is effective for tax years 

2 beginning after December 31, 1999. 

3 Sec. 10. Minnesota Statutes 2004, section 290.06, 

4 subdivision 2c, is amended to read: 

5 Subd. 2c. [SCHEDULES OF RATES FOR INDIVIDUALS, ESTAT·ES, 

6 AND TRUSTS.] (a) The income taxes imposed by this chapter upon 

7 married individuals filing joint returns and surviving spouses 

8 as defined in section 2{a) of the Internal Revenue Code must be 

9 computed by applying to their taxable net income the following 

10 schedule of rates: 

11 (1) On the first $25,680, 5.35 percent; 

12 (2) On all over $25,680, but not over $102,030, 7.05 

13 percent; 

14 (3) On all over $102,030, 7.85 percent. 

15 Married individuals filing separate returns, estates, and 

16 trusts must compute their income tax by applying the above rates 

17 to their taxable income, except that the income brackets will be 

18 one-half of the above amounts. 

19 (b) The income taxes imposed by this chapter upon unmarried 

20 individuals must be computed by applying to taxable net income 

21 the following schedule of rates: 

22 (1) On the first $17,570, 5.35 percent; 

23 (2) On all over $17,570, but not over $57,710, 7.05 

24 percent; 

25 (3) On all over $57,710, 7.85 percent. 

26 (c) The income taxes imposed by this chapter upon unmarried 

27 individuals qualifying as a head of household as defined in 

28 section 2(b) of the Internal Revenue Code must be computed by 

29 applying to taxable net income the following schedule of rates: 

30 (1) On the first $21,63~, 5.35 percent; 

31 (2) On all over $21,630, but not over $86,910, 7.05 

32 percent; 

33 (3) On all over $86,910, 7~85 percent. 

',34 ( d) In lieu of a tax computed according to the rates set 

35 forth in this subdivision, the tax of any individual taxpayer 

36 whose taxable net income for the taxable year is less than an 
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1 amount determined by the commissioner must be computed in 

2 accordance with tables pr.epared and issued by the commissioner 

3 of revenue based on income brackets. of not more than $100. The 

4 amount of tax for each bracket shall be computed at the rates 

5 set forth in this subdivision, provided that the commissioner 

6 may disregard a fractional part of a dollar unless it amounts to 

7 50 cents or more, in which case it may be increased to $1. 

8 (e) An individual who is not a Minnesota resident for the 

9 entire year must compute the individual's Minnesota income tax 

10 as provided in this subdivision. After the application of the 

11 nonrefundable credits provided in this chapter, the tax 

12 liability must then be multiplied by a fraction in which: 

13 (1) the numerator is the individual's Minnesota· source 

14 federal adjusted gross income as defined in section 62 of the 

15 Internal Revenue Code and increased by the additions .required 

16 under section 290.01, subdivision 19a, clauses (1), (5), aftd 

17· ( 6), ( 7), ( 8), and ( 9), and. reduced by the subtraction under 

18 section 290.01, subdivision 19b, clause (11), and the Minnesota 

19 assignable portion of the subtraction for United States 

20 government interest under section 290.01, subdivision 19b, 

21 clause (1), ~nd the subtractions under clauses (lOj, (11), (12), 

22 and (13), after applying the allocation and assignability 

23 provisions of section .290.081, clause (a), or 290.17; and 

24 (2) the denominator is the individual's federal adjusted 

25 gross income as defined in section 62 of the Internal Revenue 

26 Code of 1986, increased by the amounts specified in section 

27 290.01, subdivision 19a, clauses (1), (5), aftd (6), (7), (8), 

28 and (9), and reduced by the amounts specified in section 290.01, 

29 subdivision 19b, clauses (1) aftd, (10), (11), (12), and (13). 

30 [EFFECTIVE DATE.] This section is effective for tax years 

31 beginning after December 31, 2004 .. 

32 Sec. 11. Minnesota Statutes 2004, section 290.067, 

33 subdivision 1, is amended to read: 

34 Subdivision 1. [AMOUNT OF CREDIT.] (a) A taxpayer may take 

35 as a credit against the tax due from the taxpayer and a spouse, 

36 if any, under this chapter an amount equal to the dependent·care 
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1 credit for which the taxpayer is eligible pursuant to the 

2 provisions of section 21 of the Internal Revenue Code subject to 

3 the limitations provided in subdivision 2 except that in 

4 determining whether the child qualified as a dependent, income 

5 received as a Minnesota family investment program grant or 

6 allowance to or on behalf of the child must not be taken into 

7 account in determining whether the child received more than half 

8 of the child's support from the taxpayer, and the provisions of 

9 section 32(b}(l){D) of the Internal Revenue Code do not apply. 

10 {b) If a child who has not attained the age of six years at 

11 the close of the taxable year is cared for at a licensed family 

12 day care home operated by the child's parent, the taxpayer is 

"",3 deemed to have paid employment-related expenses. If the child 

14 is 16 months old or younger at the close of the taxable year, 

15 the amount of expenses deemed to have been paid equals the 

16 maximum limit for one qualified individual under section 2l{c) 

17 and {d} of the Internal Revenue Code. If the child is older 

18 than 16 months of age but has not attained the age of six years 

19 at the close of the taxable year, the amount of expenses deemed 

20 to have been paid equals the amount the licensee would charge 

21 for the care of a child of ·the same age for the same number of 

22 hours of care. 

23 {c) If a married couple: 

4 (1) has a child who has not attained the age of one year at 

25 the close of the taxable year; 

26 (2) files a joint tax return for the taxable year; and 

27 (3) does not participate in a dependent care assistance 

28 program as defined in section 129 of the Internal Revenue Code, 

29 in lieu of the actual employment related expenses paid for that 

30 child under paragraph (a} or the deemed amount under paragraph 

31 {bf, the lesser of (i) the combined earned income of the couple 

32 or (ii}" the amount of the maximum limit _.for one qualified 

33 individual under section 2l(c} and {d} of the Internal Revenue 

""'4 Code will be deemed to be the employment related expense paid 

JS for that child. The earned income limitation of section 2l(d) 

36 of the Internal Revenue Code shall not apply to this deemed 
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1 amount. These deemed amounts apply regardless of whether any 

2 employment-related expenses have.been paid. 

3 (d) If the taxpayer is not required and does not file a 

4 federal individual income tax return for·the tax year, no credit 

5 is allowed for any amount paid to any person unless: 

6 (1) the name, address, and taxpayer identification number 

7 of the person are included on the· return claiming the credit; or 

8 (2) if the person is an organization described in section 

9 50l(c)(3) of the Internal Revenue Code and exempt from tax under 

10 section 50l(a) of the ·Internal Revenue Code, the name and 

11 address of the person are included on.the return claiming the 

12 credit. 

13 In the case of a failure to provide the information required 

14 under the preceding sentence, the preceding sentence does not 

15 apply if it is shown that the taxp~yer exercised due diligence 

16 in attempting to provide the information required. 

17 In the case of a .nonresident, part-year resident, or a 

· 18 person who has earned income not subject to tax under this 

19 chapter including earned income excluded pursuant to section 

20 290.01, subdivision 19b, clause (11), the credit determined 

21 under section 21 of the Internal Revenue Code must be allocated 

22 based on the ratio by which the earned income of the claimant 

23 and the claimant's spouse from Minnesota sources bears to the 

24 total earned income of the claimant and the claimant's spouse. 

25 For residents of Minnesota, the exclusion of combat pay 

26 under section 112 of the Internal Revenue.code is not considered 

27 "earned income not subject to tax under this chapter." 

28 [EFFECTIVE DATE.] This section is effective for tax years 

29 beginning after December 31, 2003. 

30 Sec. 12. Minnesota Statutes 2004, section 290.067, 

31 subdivision 2a, is amended to read: 

32 Stibd. 2a. [INCOME.] (a) For.purposes of this section, 

33 "income" means the sum of the following: 

34 (1) fiederal adjusted gross income as defined in section 62 

35 of the Internal Revenue Code; and 

36 (2) the sum of the following amounts to the extent not 
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l included in clause (1): 

2 (i) all nont~xable income; 

3 (ii) the amount of a passive activity loss that is not 

4 disallowed as a result of section 469, paragraph (i) or (m) of 

5 the Internal Revenue Code and the amount of passive activity 

6 loss carryover allowed under section 469(b) of the Internal 

7 Revenue Code; 

8 (iii) an amount equal to the total of any discharge of 

9 qualified farm indebtedness of a solvent individual excluded 

10 from gross income under section 108(g) of the Internal Revenue 

11 Code; 

12 (iv) cash public assistance and relief; 

- 13 (v) any pension or annuity (including railroad retirement 

14 benefits, all payments received under the federal Social 

15 Security Act, supplemental security income, and veterans 

16 benefits), which was not exclusively funded by the claimant or 

17 spouse, or which was funded exclusively by the claimant or 

18 spouse and which funding payments were excluded from federal 

19 adjusted gross income in the years when the payments were made; 

20 (vi) interest received from the federal or a state 

21 government or any instrumentality or political subdivision 

22 thereof; 

23 (vii) workers' compensation; 

,4 (viii) nontaxable strike benefits; 

25 (ix) the gross amounts of payments received in the nature 

26 of disability income or sick pay .as a result of accident, 

27 sickness, or other disability, whether funded through insurance 

28 or otherwise; 

29 (x) a lump sum distribution under section 402(e)(3) of the 

30 Internal Revenue Code of 1986, as amended through December 31, 

31 1995; 

32 (~i) contributions made by the-claimant to an individual 

33 r·etirement account,- including a qualified voluntary employee 

14 contribution; simplified employee pension plan; self-employed 

35 retirement plan; cash or deferred arrangement plan under section 

36 40l(k) of the Internal Revenue Code; or deferred compensation 

Article 6 Section 12 215 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 plan under section 457 of the Internal Revenue Code; aftd 

2 (xii) nontaxable scholarship or fellowship grantsl_ 

3 (xiii) the amount of deduction allowed under section 199 of 

4 the Internal Revenue Code; and 

5 (xiv) the amount of deduction allowed under section 220 or 

6 223 of the Internal Revenue Code. 

7 In the case of an individual who files an income tax return 

8 on a fiscal year basis, the term "federal adjusted gross income" 

9 means federal adjusted gross income reflected in the fiscal year 

10 ending in th~ next calendar year. Federal adjusted gross income 

11 may not be reduced by the amount of a net operating loss 

12 carryback or carryforward or a capital loss carryback or 

13 carryforward allowed for the year. 

14 (b) "Income" does not include: 

15 (1) amounts excluded pursuant to the Internal Revenue Code, 

16 sections lOl(a) and 102; 

17 (2) amounts of any pension or annuity that were exclusively 

18 funded by the claimant or spouse if the funding payments were 

19 not excluded from federal adjusted gross income in the years 

20 when the payments were made; 

21 (3) surplus food or other relief in kind supplied by a 

22 governmental agency; 

23 (4) relief granted under chapter 290A; 

24 (5) child support payments received under a temporary or 

25 final decree of dissolution or legal separation; and 

26 (6) restitution payments received by eligible individuals 

27 and excludable interest as defined in section 803 of the 

28 Economic Growth and Tax Relief Reconciliation Act of 2001, 

29 Public Law 107-16. 

30 [EFFECTIVE DATE.] This section is effective for tax years 

31 beginning after December 31, 2003. 

32 Sec. 13. Minnesota Statutes 2004, section 290.0671, 

33 subdivision 1, is amended to read: 

34 Subdivision 1. [CREDIT ALLOWED.] (a) An individual is 

35 allowed a credit against the tax imposed by this chapter equal 

36 to a percentage of earned income. To receive a credit, a 
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1 taxpayer must be eligible for a credit under section 32 of the 

2· Internal Revenue Code. 

3 (b) For individuals with no qualifying children, the credit 

4 equals 1.9125 percent of the first $4,620 of earned income. The 

5 credit is reduced by 1.9125 percent of earned income or modified 

6 adjusted gross income, whichever is greater, in excess of 

7 $5,770, but in no case is the credit ·1ess than zero. 

8 (c) For individuals with one qualifying child, the credit 

9 equals 8.5 percent of the first $6,920 of earned income and 8.5 

10 .percent of earned income over $12,080 but less than $13,450. 

11 The credit is reduced by 5.73 percent of earned income or 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

.22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

modified adjusted gross income, whichever is greater, in excess 

of $15,080, but in no case is the credit less than zero. 

(d) For individuals with two or more qualifying children~ 

the credit equals ten percent of the first $9,720 of earned 

income and 20 percent of earned income over $14,860 but less 

than $16,800. The credit is reduced by 10.3 percent of earned 

income or modified adjusted gross income, whichever is greater, 

in excess of $17,890, but in no case is the credit less than 

zero. 

(e) For a nonresident or part-year resident, the credit 

must be allocated based on the percentage calculated under 

section 290.06, subdivision 2c, paragraph (e). 

(f) For. a person who was a resident for the entire tax year 

and has earned income not subject to tax under this chapter, 

including income excluded under section 290.01, subdivision 19b, 

clause (11), the credit must be allocated based on the ratio of 

federal adjusted gross income reduced by the earned income not 

subject to tax under this chapter over federal adjusted gross 

income. For the purposes of this paragraph, the exclusion of 

combat pay under section 112 of the Inter·nal Revenue Code is not 

considered ••earned income not subject to tax under this chapter." 

33 (g) For ~ax years beginning after December 31, 2001, and 

34 -before December 31, 2004, the $5,770. in paragraph (b), the 

35 - $15,080 in paragraph (c), and the $17~890 in paragraph (d)t 

36 after being adjusted for inflation under subdivision 7, are each 

Article 6 Section 13 217 



HF785 THIRD. ENGROSSMENT [REVISOR ] BT H0785-3 

1 increased by $1,000 for married taxpayers filing joint returns. 

2 (h) For tax years beginning after December 31, 2004, and 

3 before December 31, 2007, the $5,770 in paragraph (b), the 

4 $15, 080 in paragraph ( c), and the $17, 890 in .paragraph ( d) , 

5 after being adjusted for inflation under subdivision 7, are each 

6 increased by $2,000 for married taxpayers filing joint returns. 

7 (i) For tax years beginning after December 31, 2007, and 

8 before December 31, 2010, the $5,770 in paragraph (b), the 

9 $15,080 in paragraph (c), and the $17,890 in paragraph (d), 

10 after being adjusted for inflation under subdivision 7, are each 

11 increased by $3,000 for married taxpayers filing joint returns. 

12 . For ·tax years beginning after December 31, 2008, the $3, 000 is 

13 adjusted annually for inflation under subdivision 7. 

14 (j) The commissioner shall construct tables showing the 

15 amount of the credit at various income levels and make them 

16 available to taxpayers. The tables shall follow the schedule 

17 contained in this subdivision, except that the commissioner may 

18 graduate the transition between income brackets. 

19 [.EFFECTIVE DATE.] This section is effective for tax years 

20 beginning after December 31, 2003. 

21 Sec. 14. Minnesota Statutes 2004, section 290.0675, 

22 subdivision 1, is amended to read: 

23 Subdivision 1. [DEFINITIONS.] (a) For purposes of this 

24 section the following terms have the meanings given. 

25 (b) "Earned income" means the sum of the following, to the 

26 extent included in Minnesota taxable income: 

27 (1) earned income as defined in section 32(c)(2) of the 

28 Internal Revenue Code; 

29 (2) income received from a retirement pension, 

30 profit-sharing, stock bonus, or annuity plan; and 

31 (3) Social Security benefits as defined in section 86(d)(l) 

32- of the Int~~nal Revenue Code. 

33 (c) "Taxable income" means net income as defined in section 

34 290.01, subdivision 19. 

35 (d) "Earned income of lesser-earning spouse" means the 

36 earned income of the spouse with the lesser amount of earned 
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1 income as defined in paragraph (b) for the taxable year minus 

2 the sum of (i) the amount for one exemption under section 15l(d) 

3 of the Internal Revenue Code and (ii) one-half the amount of the 

4 standard deduction under section 63(c)(2)(A) and (4) of.the 

5 Internal Revenue Code minus one-half of any addition required 

6 under section 290.01, subdivision 19a, clause (10). 

7 [EFFECTIVE DATE.] This section is effective for tax years 

8 beginning after December 31, 2004. 

9 Sec. 15. Minnesota Statutes 2004, section 290.091, 

10 subdivision 2, is amended to read: 

11 Subd. 2. [DEFINITIONS.] For purposes of the tax imposed by 

12 this section, the following terms have the meanings given: 

1..3 (a) "Alternative minimum taxable income .. means the sum of 

14 the following for the taxable year: 

15 (1) the taxpayer's federal alternative minimum taxable 

16 income as defined in section 55(b)(2) of the Internal Revenue 

17 Code; 

18 (2) the taxpayer's itemized deductions allowed in computing 

19 federal alternative minimum taxable income, but excluding: 

20 (i) the charitable contribution deduction under section 170 

21 of the Internal Revenue Code to the extent that the deduction 

22 exceeds 1.0 percent of adjusted gross income, as defined in 

23 section 62 of the Internal Revenue Code; 

~4 (ii) the medical expense deduction; 

25 (iii) the casualty, theft, and disaster loss deduction; and 

26 (iv) the impairment-related work expenses of a disabled 

27 person; 

28 (3) for depletion allowances computed under section 613A(c) 

29 of the Internal Revenue Code, with respect to each property (as 

30 defined in section 614 of the Internal Revenue Code), to the 

31 extent not included in federal altern·ative minimum taxable 

32 - income, tha excess of the deduc~ion for depletion allowable 

33 under section 611 of the Internal Revenue Code for the taxable 

~4 year over the adjusted basis of the property at the end of the 

35 taxable year (determined without regard to the depletion 

36 deduction for the taxable year); 
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1 (4) to.the extent not included in federal alternative 

2 minimum taxable income,· the amount of the tax preference for 

3 intangible drilling cost under section 57(a)(2) of the Internal 

4 Revenue Code determined without regard to subparagraph (E); 

5 (5) to the extent not included in federal alternative 

6 minimum taxable income, the amount of interest income as 

7· provided by section 290.01, subdivision 19a, clause (l); and 

8 (6) the amount of addition required by section 290.01, 

9 subdivision 19a, e~attse clauses (7), (8), and (9); 

10 less the sum of the amounts determined under the following: 

11 (1) interest income as defined in section 290.0l, 

12 subdivision 19b, clause (l}; 

· 13 (2) an overpayment of state income tax as provided by 

14 section 290.01, subdivision 19b, clause (2), to the extent 

15 included in federal alternative minimum taxable income; 

16 (3) the amount of investment interest paid_ or accrued 

17 within the taxable year on indebtedness to the extent that the 

18 amount does not exceed net investment income, as defined in 

19 section 163(d)(.4) of the Internal Revenue Code. Interest does 

20 not include amounts deducted in computing federal adjusted gross 

21 income; and 

22 (4) amounts subtracted from federal taxable income as 

23 provided by section 290.01, subdivision 19b, clauses (10) aftdL· 

24 (11), (12), and (13). 

25 In the case of an estate or trust, alternative minimum 

26 taxable income must be computed as provided in section 59(c) of 

27 the Internal Revenue Code. 

28 (b) "Investment interest" means investment interest as 

29 defined in section 163(d)(3) of the Internal Revenue Code. 

30. (C) "Tentative minimum tax" equals 6.4 percent of 

31 alternative minimum taxable income afte_r subt.racting the 

32 exemption amount determined under subdivision 3. 

33 (d) "Regular tax" means the tax that would be imposed under 

34 this chapter (without ~egard to this section and section 

35 290.032), reduced by the sum of the nonrefundable credits 

36 allowed under this chapter. 
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1 (e) "Net minimum tax" means the· minimum tax imposed by this 

2 section. 

3 [EFFECTIVE DATE.] This section- is effective for tax years 

4 beginning after December 31, 2004. 

5 Sec. 16. Minnesota Statutes 2004, section 290A.03, 

6 subdivision 3, is amended to read: 

7 Subd. 3. [INCOME.] (1) "Income" means the sum of the 

8 following: 

9 (a) federal adjusted gross income as defined in the 

10 Internal Revenue Code; and 

· 11 (b) the sum of the-following amounts to the extent not 

12 included in clause (a): 

13 (i) all nontaxable income; 

14 (ii) the amount of a passive activity loss that is not 

15 disallowed as a result of section 469, paragraph (i) or (m) of 

16 the Internal Revenue Code and the amount of passive activity 

17 loss carryover allowed under section 469(b) of the Internal 

18 Revenue ·code; 

19 (iii) an amount equal to the total of any discharge of 

20 qualified farm indebtedness of a solvent individual excluded 

21 from gross income under section 108(g) of the Internal Revenue 

22 Code; 

23 (iv) cash public assistance and relief; 

4 (v) any pension or annuity (including railroad retirement 

25 benefits, all .payments received under the .federal Social 

26 Security Act, supplemental security income, and veterans 

27 benefits), which was not exclusively funded by the claimant or 

28 spouse, or which was funded exclusively by the claimant or 

29 spouse and which funding payments were excluded from federal 

30 adjusted gross income in· the years when the payments were made; 

31 (vi) interest received from the federal or a state 

32 government or any instrumentality or political subdivision 

33 thereof; 

~4 (vii) workers' compensation; 

j5 (viii) nontaxable strike benefits; 

36 (ix) the gross amounts of payments received in the nature 
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1 of disability income or sick pay as a result of accident, 

2 sickness, or other disability, whether funded through insurance 

3 or otherwise; 

4 (x) a lump sum distribution under section 402{e)(3) of the 

5 Internal Revenue Code of 1986, as amended through December 31, 

6 1995; 

7 (xi) contributions made by the claimant to an individual 

8 retirement account, including a qualified voluntary employee 

9 contribution; simplified employee pension plan; self-employed 

10 retirement plan; cash or deferred arrangement plan under section 

11 40l(k) of the Internal Revenue Code; or deferred compensation 

12 plan under section 457 of the Internal Revenue Code; en~ 

13 (xii) nontaxable scholarship or fellowship grantsi 

14 (xiii) the amount of deduction allowed under section 199 of 

15 the··Inteinal Revenue Code; and 

16 (xiv) the amount of deduction allowed under section 220 or 

17 223 of the Internal Revenue Code. 

18 In the case of an individual who files an income tax return 

19 on a fiscal year basis, the term "federal adjusted gross income" 

20 shall mean federal adjusted gross income reflected in the fiscal 

21 year ending in the cale-ndar year. Federal adjusted gross income 

22 shall not be reduced by the amount of a net operating loss 

23 carryback or carryforward or a capital loss carryback or 

24 carryforward allowed for the year. 

25 (2) "Income" does not include: 

26 (a) amounts excluded pursuant to the Internal Revenue Code, 

27 sections lOl(a) and 102; 

28 {b) amounts of any pension or annuity which was exclusively 

29 funded by the claimant or spouse and which funding payments were 

30 not excluded from federal adjusted gross income in the years 

31 when the payments were made; 

32 (c) surplus food or other relief in kind supplied by a 

33 governmental agency; 

34 (d) relief granted under this chapter; 

35 {e) child support payments received under a temporary or 

36 final decree of dissolution or legal separation; or 
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l (f) restitution payments received by eligible individuals 

2 and excludable interest as defined in section 803 of the 

3 Economic Growth and Tax Relief Reconciliation Act of 2001, 

4 Public Law 107-16. 

5 (3) The sum of the following amounts may be subtracted from 

6 income: 

7 (a) for the claimant's first dependent, the exemption 

8 amount multiplied by 1.4; 

9 (b) for the claimant's second dependent, the exemption 

10 amount multiplied by 1.3; 

11 (c) for the claimant's third dependent, the exemption 

12 amount multiplied by 1.2; 

13 (d) for the claimant's fourth dependent, the exemption 

14 amount multiplied by 1.1; 

15 (e) for the claimant's fifth dependent, the exemption 

16 amount; and 

17 (f) if the claimant or claimant's spouse was disabled or 

18 attained the age of 65 on or before December 31 of the year for 

19 which the taxes were levied or rent paid, the exemption amount. 

20 For purposes of this subdivision, the "exemption amount" 

21 means the exemption amount under section 15l(d) of- the Internal 

22 Revenue Code for the taxable year for which the income is 

23 reported. 

24 [EFFECTIVE DATE.] This section is effective for property 

25 tax refunds based on household income for 2004 and thereafter. 

26 Sec. 17. Minnesota Statutes 2004, section 290A.03, 

27 subdivision 15, is amended to read: 

28 Subd. 15. [INTERNAL REVENUE CODE.] "Internal Revenue Code" 

29 means the Internal Revenue Code of 1986, as amended through attfte 

30 ~5,-~ee3 April 15, 2005. 

31 [EFFECTIVE DATE.] This section is effective for property 

32 tax retunds based on property-taxes p~yable on or after December 

33 31, 2004, and rent paid on or after December 31, 2003. 

34 ARTICLE 7 

35 SALES AND USE TAXES 

36 Section l~ Minnesota Statutes 2-004, section 16C.03, is 
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1 amended by adding a subdivision to read: 

2 Subd. 18. [CONTRACTS WITH FOREIGN VENDORS.] (a) The 

3 commissioner and other agencies to which this section applies 

4 and the legislative branch of government shall, subject to 

5 paragraph (d), cancel a contract for goods or services from a 

6 vendor or an affiliate of a vendor or suspend or debar a vendor 

7 or an affiliate of a vendor from future contracts upon 

8 notification from the commissioner of revenue that the vendor or 

9 an affiliate of the vendor has not registered to collect the 

10 sales and use tax imposed under chapter 297A on its sales in 

11 Minnesota or to a destinat1on in Minnesota. This subdivision 

12 shall not apply to state colleges and universities, the courts, 

13 and any agency in the judicial branch of government. For 

14 purposes of this subdivision, the term "affiliate" means any 

15 person or entity that is controlled by, or is under common 

16 control of, a vendor through stock ownership or other 

17 affiliation. 

18 (b) Beginning January 1, 2006, each vendor or affiliate of 

19 a vendor selling goods or services, subject to tax under chapter 

20 297A, to an agency or the legislature must provide its Minnesota 

21 sales and use tax business identification number, upon request, 

22 to show that the vendor is registered to collect Minnesota sales 

23 or use tax. 

24 (c) The commissioner of revenue shall periodically provide 

25 to the commissioner and the legislative branch a list of vendors 

26 who have not registered to collect Minnesota sales and use tax 

27 and who are subject to being suspended or debarred as vendors or 

28 having their contracts canceled. 

29 (d) The provisions of this subdivision may be waived by the 

30 commissioner or the legislative branch when the vendor is the 

31 single source of such goods or services, in the event of an 

32 emergency, or when it is in the best interests of the state as 

33 determined by the commissioner in consultation with the 

34 commissioner of revenue. Such consultation is not a disclosure 

35 violation under chapter 270B. 

36 [EFFECTIVE DATE.] This section is effective for all 
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1 contracts entered into after December 31, 2005. 

2 Sec. 2. Minnesota Statutes 2004, section 289A.38, 

3 subdivision 6, is amended to read: 

4 Subd. 6. [OMISSION IN EXCESS OF 25 PERCENT.] Additional 

5 taxes may be assessed within 6-1/2 years after the due date of 

6 the return or the date the return was filed, whichever is later, 

7 if: 

8 {l) the taxpayer omits from gross income an amount properly 

9 includable in it that is in excess of 25 percent of the amount 

10 of gross income stated in the.return; 

11 (2) the taxpayer omits from a sales, use, or withholding 

12 tax return an amount of taxes in excess of 25 percent of the 

13 taxes reported in the return; or 

14 {3) the taxpayer omits from the gross estate assets in 

15 excess of 25 percent of the gross estate reported in the return. 

16 [EFFECTIVE .DATE.] This section is effective the day 

17 following final enactment. 

18 Sec. 3. Minnesota Statutes 2004, section 289A.38, is 

19 amended by adding a subdivision to read: 

20 Subd. 15. [PURCHASER FILED REFUND CLAIMS.] If a purchaser 

21 refund claim is filed under section 289A.50, subdi~ision 2a, and 

22 the basis for the claim is that the purchaser was improperly 

23 charged tax on an improvement to real property or on the 

24 purchase of nontaxable services, sales or use tax may be 

25 assessed for the cost of materials used to make the real 

26 property improvement or to perform the nontaxable service. The 

27 assessment may be made against the person making the improvement 

28 to real property o~ the sale of nontaxable services, within the 

29 period prescribed in subdivision 1, or within one year after the 

30 date of the refund order, whichever is later. 

31 [EFFECTIVE DATE.] This section is effective for purchaser 

32 refund claims fil~d on or after July 1, 2005. 

33 Sec. 4. Minnesota Statute~ 2004, section 289A.40, 

14 subdivision 2, is amended to read: 

35 Subd. 2. [BAD DEBT LOSS.] If a claim relates to an 

36 overpayment because of a failure to deduct a loss due to a bad 
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1 debt· or to a security becoming worthless, the claim is 

2 considered timely if filed within seven years from the date 

3 prescribed for the filing of the return. A claim relating to an 

4 overpayment of taxes under chapter 297A must be filed within 

5 3-1/2 years from the date prescribed for filing the return, plus 

6 any extensions granted for filing ~he return, but only if filed 

7 within the extended time. The refund or credit is limited to 

8 the amount of overpayment. attributable to the loss. "Bad debt" 

9 for purposes of this subdivision, has the same meaning as that 

10 term is used in United States Code, title 26, section 166, 

11 except that for a claim relating to an overpayment of taxes 

12. under chapter 297A the following are excluded from the 

13 calculation of bad debt: financing charges or interest; sales 

14 or use taxes charged on the purchase price; uncollectible 

15 amounts on property that remain in the possession of the seller 

16 until the full purchase price is paid; expenses incurred in 

17 attempting to collect any debt; and repossessed property. 

18 [EFFECTIVE DATE.] For claims relating to an overpayment of 

19 taxes under chapter 297A, this section is effective for sales 

20 and purchases made on or aft~r January 1, 2004; for all other 

21 bad debts or claims, this section is effective on or after July 

_22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

1, 2003. 

Sec. 5. Minnesota Statutes 2004, section 289A.40, is 

amended by adding a subdivision to read: 

Subd. 4. [PURCHASER FILED REFUND CLAIMS.] A claim for 

refund of taxes paid on a transaction not subject to tax under 

chapter 297A, where the purchaser may apply directly to the 

commissioner under section 289A.50, subdivision 2a, must be 

filed within 3-1/2 years from the 20th day of the month 

following the month of the invoice date for the purchase. 

[EFFECTIVE DATE.] This section is effective for claims 

filed on or after the day following final enactment. 

Sec. 6. Minnes6ta Statutes 2004, section 289A.40, is 

34 -amended by adding a subdivision to read: 

35 Subd. 5. [CAPITAL EQUIPMENT REFUND CLAIMS.] A claim for 

36 refund for taxes paid under chapter 297A on capital eguipment 
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1 must be filed within 3-1/2 years from the 20th day of the month 

2 following the month of the invoice date for the purchase of the 

3 capital equipment. A claim for refund for taxes imposed on 

4 capital equipment under section 297A.63 must be filed within 

5 3-1/2 years from the date prescribed for filing the return, or 

.6 one year from the date of an order assessing tax under section 

7 289A.37, subdivision 1, upon payment in full of the tax, 

8 penalties, and interest shown on the order, whichever period 

9 expires later. 

10 [EFFECTIVE DATE.] This section is effective for claims 

11 filed on or after the day following final enactment. 

12 Sec. 7. Minnesota Statutes 2004, section 297A.61, 

l3 subdivision 3, is amended to read: 

14 Subd. 3. [SALE AND PURCHASE.] (a). "Sale" and "purchase" 

15 include, but are not limited to, each of the transactions listed 

16 in this subdivision. 

17 (b) Sale and purchase include~ 

18 (1) any transfer of title or possession, or both, of 

19 tangible personal property, whether absolutely or conditionally, 

20 for a consideration in money or by exchange or barter; and 

21 (2) the leasing of or the granting of a license to use or 

.22 consume, for a consideration in money or by exchange or barter, 

23 tangible personal property, other than a manufactured home used 

:4 for residential purposes for a continuous period of 30 days or 

25 more. 

26 (c) Sale and purchase include the production, fabrication, 

27 printing, or processing of tangible personal property for a 

28 consideration for consumers who furnish either directly or 

29 indirectly the materials used in the production, fabrication, 

30 printing, or processing. 

31 (d) Sale and purchase include the preparing for a 

32 consider~tion of food. Notwithstanding section 297A.67, 

33 subdivision 2, taxable food includes, but is not limited to, the 

14 -following: 

35 (1) prepared food sold by the retailer; 

3~ (2) soft drinks; 
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1 (3) candy; efto 

2 (4) dietary supplements; and 

3 ~ all food sold through vending machines, except milk. 

4 (e) A sale and a purchase includes the furnishing for a 

5 consideration of electricity, gas, water, or steam for use or 

6 consumption within this state. 

7 (f) A sale and a purchase includes the transfer for a 

8. consideration of prewritten computer software whether delivered 

9 electronically, by load and leave, or otherwise. 

10 (g) A sale and a purchase includes the furnishing for a 

11 consideration of the following services: 

12 (1) the privilege of admission to places of amusement, 

13 recreational areas, or athletic events, arid the making available 

14 of amusement devices, tanning facilities, reducing salons, steam 

15 baths, turkish baths, health clubs, and spas or athletic 

16 facilities·; 

17 (2) lodging and related services by a hotel, rooming house, 

18 resort, campground, motel, or trailer camp and the granting of 

19 any similar license to use real property in a specific facility, 

.20 other than the renting or leasing of it for a continuous period 

21 of 30 days or more under an enforceable written agieement that 

22 may not be terminated without prior notice; 

23 (3) nonresidential parking services, whether on a 

24 contractual, hourly, or other periodic basis, except for patking 

25 at a meter; 

26 (4) the granting of membership in a club, association, or 

27 other organization if: 

28 (i) the club, association, or other organization makes. 

29 available for the use of its members sports and athletic 

30 facilities, without regard to whether a separate charge is 

31 assessed for use of the facilities; and 

32 (ii) use of the sports and athletic facility is not made 

33 available to the general public on the same basis as it is made 

34 available to members. 

35 Granting of membership means both onetime initiation fees and 

36 periodic membership dues. Sports and athletic facilities 
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1 include golf courses; tennis, racquetball, handball, and squash 

2 courts; basketball and volleyball facilities; running tracks; 

3 exercise equipment; swimming pools;.. and other similar athletic 

4 or sports facilities; 

5 (5) delivery of aggregate materials and concrete block by a 

6 third party if the delivery would be subject to the sales tax if 

7 provided by the seller of the aggregate material or concrete 

8 block; and 

9 (6) services as provided in this clause: 

10 (i) laundry and dry cleaning services including cleaning, 

11 pressing, repairing, altering, and storing clothes, linen 

12 services and supply, cleaning and blocking hats, and carpet, 

l3 drapery, upholstery, and industrial cleaning. Laundry and dry 

14 cleaning services do not include services provided by coin 

15 operated facilities operated by the customer; 

16 (ii) motor vehicle washing, waxing, and cleaning services, 

17 including services provided by coin operated facilities operated 

18 by the customer, and rustproofing, undercoating, and towing of 

19 motor vehicles; 

20 (iii) building and residential cleaning,.maintenance, and 

21 disinfecting and exterminating services; 

22 (iv) detective, security, burglar, fire alarm, and armored 

23 car services; but not including services performed within the 

24 jurisdiction they serve by of~-duty licensed peace officers as 

25 defined in section 626.84, subdivision 1, or services provided 

26 by a nonprofit organization for monitoring and electronic 

27 surveillance of persons placed on in-home detention pursuant to 

28 court order or under the direction of the Minnesota Department 

29 of Corrections; 

30 (v) pet grooming services; 

31 (vi) lawn care, fertilizing, mowing, spraying and sprigging 

32 services; garden planting.and maintenance; tree, bush, and·sh~ub 

33 pruning, bracing, spraying, and surgery; indoor plant care; 

, 34 tree, bush, shrub, and stump removal, except when performed as 

35 part of a land clearing contract as defined in section 297A.68, 

36 subdivision 40; and tree trimming for public utility lines. 
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1 Services performed under a construction contract for the 

2 installation of shrubbery, plants, sod, trees, bushes, and 

3 ·similar items are not taxable; 

4 (vii) massages, except when provided by a licensed health 

5 care facility or professional or upon written referral from a 

6 licensed health care facility or professional for treatment of 

7 illness, injury, or disease; and 

8 (viii) the furnishing of lodging, board, and care services 

9 for animals in kennels and other similar arrangements, but 

10 excluding veterinary and horse boarding services. 

11 In applying the provisions of this chapter, the terms 

12 "tangible personal property" and "sales at retail" include 

13 taxable services listed in clause (6), items (i) to (vi) and 

14 (viii), and the provision of these taxable services, unless 

15 specifically provided otherwise. Services performed by an 

16 ·employee for an employer are not taxable. Services ·performed by 

17 a partnership or association for another partnership or 

18 association are not taxable if one of the entities owns or 

19 controls more than 80 percent of the voting power of the equity 

20 interest in the other entity. Services performed between 

21 members of an affiliated group of corporations are -not taxable •. 

22 For purposes of the preceding sentence, "affiliated group of 

23 corporations" includes those entities that would be classified 

24 as members of an affiliated group under United States Code, 

25 title 26, section 1504, and that are eligible to file a 

26 consolidated tax return for f~deral income tax purposes. 

27 (h) A sale and a purchase includes the furnishing for a 

28 consideration of tangible personal property or taxable services 

29 by the United States or any of its agencies or 

30 instrumentalities, or the state of Minnesota, its agencies, 

31 instrumentalities, or political subdivisions. 

32 (i) A sale and a purchase includes the furnishing for a 

33 consideration of telecommunications services, including cable 

34 television services and direct satellite services. 

35 Telecommunications services are taxed to the extent allowed 

36 under fed~ral law. 
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1 (j) A sale and a purchase includes the furnishing for a 

2 consideration of installation if the installation charges would 

3 be subject to the sales tax if the 4nstallation were provided by 

4 the seller of the item being installed. 

5 (k) A sale and a purchase includes the rental of a vehicle 

6 by a motor vehicle dealer to a customer when (1) the vehicle is 

7 rented by the customer for a consideration, or (2) the motor 

8 vehicle dealer is reimbursed pursuant to a service contract as 

9 defined in section 65B.29, subdivision 1, clause (1). 

10 [EFFECTIVE DATE.] This section is effective the day 

11 following final enactment except that the amendment to paragraph 

12 (d}, clause (5), is effective for sales made after June 30, 

13 2005, and the amendment to paragraph {g), clause {6}{vi), is 

14 effective for sales and purchases made after October 28, 2002, 

15 but for·1and clearing contracts entered into after October 28, 

16 2002, no refunds may be claimed under Minnesota Statutes, 

17 section 289A.50, for sales taxes collected and remitted to the 

18 state on the land clearing contracts. 

19 Sec. 8. Minnesota Statutes 2004, section 297A.61, 

20 subdivision 4, is amended to read: 

21 Subd. 4·. [RETAIL SALE.] (a} A "retail sale" means any 

22 sale, lease, or rental for any purposeL other than resale, 

23 sublease, or subrent of items by the purchaser in the normal 

24 course of business as defined in subdivision 21. 

25 (b) A sale of property used by the owner only by leasing it 

26 to others or by holding it in an effort to lease it, and put to 

27 ·no use by the owner other than resale after the lease or effort 

28 to lease, is a sale of property for resale. 

29 (c) A sale of master computer software that is purchased 

30 and used to make copies for sale or lease is a sale of property 

31 for resale. 

32 {d) A sale of building materials, supplies, and equipment 

33 to owners, contractors, subcontractors, or builders for the 

34 erection of buildings or the alteration, repair, or improvement 

35 of real property is a retail sale in whatever quantity sold, 

36 whether the sale is for purposes of resale in the form of real 
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1 property or otherwise. 

2 (e) A sale of carpeting, linoleum, or similar floor 

3 covering to a person who provides for installation of the floor 

4 covering is a retail sale and not a sale for resale since a sale 

5 of floor covering which includes installation is a contract for 

6 the improvement of real property. 

7 (f) A sale of shrubbery, plants, sod, trees, and similar 

8 items to a person who provides for installation of the items is 

9 a retail sale and not a sale for resale since a sale of 

10 shrubbery, plants, sod, trees, and.similar items that includes 

11 installation is a contract for the improvement of real property. 

12 (g) A sale of tangible personal.property that is awarded as 

13 prizes is a retail sale and is not considered a sale of property 

14 for resale. 

15 (h) A sale of tangible personal property utilized or 

16 employed in the f~rnishing or providing of s.ervices under 

17 subdivision 3, paragraph (g), clause (1), including, but not 

18 limited to, property given as promotional items, is a retail 

19 sale and is not considered a sale of prop~rty for resale. 

20 (i) A sale of tangible personal property used in conducting 

21 lawful gambling under chapter 349 or the state lottery under 

22 chapter 349A, including, but not limited to, property given as 

23 promotional items, is a retail sale and is not considered a sale 

24 of property for resale. 

25 (j) A sale of machines, equipment, or devices that are used 

26 to furnish, provide, or dispense goods or services, including, 

27 but not limited to, coin-operated.devices, is a retail sale and 

2~ is not considered a sale of· property for resal~. 

29 (k) In the case of a lease, a retail sale occurs .ill when 

30 an obligation to make a lease payment becomes due under the 

31 · terms of the agreement or the trade practices of the lessor or 

32 (2) in the case of a lease of a motor vehicle, as defined in 

33 section 297B.Ol, subdivision 5, but excluding vehicles with a 

34 manufactu~er's gross vehicle weight rating greater than 11,000 

35 pounds and rentals of vehicles for not more than 28 days, at the 

36 time the lease is executed. 
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1 (1) In the case of a conditional sales contract, a retail 

2 sale occurs upon the .transfer of title or possession of the 

3 tangible personal property. 

4 [EFFECTIVE DATE.] This section is effective the day 

5 following final enactment, except that the amendments to 

6 paragraph (k) are effective for leases entered into after 

7 September 30, 2005. 

8 Sec. 9. Minnesota Statutes 2004, section 297A.61, is 

9 amended by adding a subdivision to read: 

10 Subd. 37. [PERSONAL RAPID TRANSIT SYSTEM.] "Personal rapid 

li transit system" means a transportation system of· small, 

12 computer-controlled vehicles, transporting one to three 

13 passengers on elevated guideways~in a transportation network 

14 operating on demand and nonstop directly to any stations in the 

15 network. 

16 [EFFECTIVE DATE.] This section is effective for sales and 

17 purchases made after June 30, 2005. 

18 Sec. 10. Minnesota Statutes 2004, section 297A.64, 

19 subdivision 4, is amended to read: 

20 Subd. 4. [EXEMPTIONS.] (a) The tax and the fee imposed by 

21 this section do not apply to a lease or rental of (1) a vehicle 

22 to be used by the lessee to provide a licensed taxi service; (2) 

23 a hearse or limousine used in connection with a burial or 

~4 funeral service; or (3) a van.designed or adapted primarily for 

25 transporting property rather than passengers. The tax and the 

26 fee imposed under this section do not apply when the lease or 

27 rental of a vehicle is exempt from the tax imposed under section 

28 297A.62, subdivision 1. 

29 (b) The lessor may elect not to charge the fee imposed in 

30 subdivision 2 if in the previous calendar year the lessor had no 

31 more than 20 vehicles available for lease that would have been 

32 subject to tax under this section, or no more than $50,000 in 

33 gross receipts that would have been subject to tax under this 

14 section. 

35 [EFFECTIVE DATE.] This section is effective the day 

36 following final enactment. 
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1 Sec. · 11. Minnesota Statutes 2004, section 297A. 668, 

2 subdivision 1, is amended to read: 

3 Subdivision 1. [APPLICABILITY.] The provisions of this 

4. section apply regardless of the characterization of a product as 

· 5 tangible personal property, a digital good, or a service; but do 

6 not apply to telecommunications services, or the sales of motor 

7 vehicles7-waeerera£e1-a±rera£e1-modtt%ar-homes1-mafttt£aeettred 

8 homes,-or-mob±%e-homes. These provisions only apply to 

9 determine a seller's obligation to pay or collect and remit a 

10 sales or use tax with respect to the seller's sale of a 

11 product. These provisions do not affect the obligation of a 

12 seller as purchaser to remit tax on the use of the product. 

13 [EFFECTIVE DATE.] This section is effective the day 

14 following final enactment. 

15 Sec. 12. Minnesota Statutes 2004, section 297A.668, 

16 subdivision 5, is amended to read: 

17 Subd. 5. [TRANSPORTATION EQUIPMENT.] (a) The retail sale, 

18 including lease or rental, of transportation equipment shall be 

· 19 s·ourced the same as a retail sale in accordance with the 

20 provisions of subdivision 2, notwithstanding the exclusion of 

21 lease or rental in subdivision 2. 

22 (b) "Transportation equipment" means any of the following: 

23 (1) locomotives and railcars that are utilized for the 

24 carriage of persons or property in interstate commerc.e; aftdfor 

25 (2) trucks and truck-tractors with a gross vehicle weight 

26 rating (GVWR) of 10,001 pounds or greater, trailers, 

27 semitrailers, or passenger buses that are: 

28 ( i) registered. throu.gh the international registration plan; 

29 and 

30 (ii) operated under authority of a carrier authorized and 

31 certified by the United States Department of Transportation or 

32 another federal authority to engage in the carriage of persons 

3~ or property in interstate commercel. 

34 (3) aircraft that are operated by air carriers authorized 

35 and certificated by the United States Department of 

36 Transportation or another federal or a foreign authority to 
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1 engage in the carriage of persons or property in interstate 

2 commerce; or 

3 (4) containers designed for use on and component parts 

4 attached or secured on the transportation equipment described in 

5 items (1) through (3). 

6 [EFFECTIVE DATE.] This section is effective f.or sales and 

7 purchases made on or after January 1, 2004. 

8 Sec. 13. Minnesota Statutes 2004,·section 297A.67, 

9 subdivision 2, is amended to read: 

10 Subd. 2. [FOOD AND FOOD INGREDIENTS.] Except as otherwise 

11 provided in this subdivision, food ~nd food ingredients are 

12 exempt. For purposes of this subdivision, "food" and "food 

13 ingredients" mean substances, whether in liquid, concentrated, 

14 solid, frozen, dried, or dehydrated form, that are sold for 

15 ingestion or chewing by humans and are consumed for their taste 

16 or nutritional value. Food and food ingredients exempt under 

17 this subdivision do not include candy, soft drinks, food sold 

18 through vending machines, dietary supplements, and prepared 

19 foods. Food and food ingredients do not include alcoholic 

20 beverages7-d~e~ary-sttppiemeft~S7 and tobacco. For purposes of 

·21 this subdivision, "alcoholic beverages" means beverages that are 

22 suitable for human consumption and contain one-half of one 

23 percent or more of alcohol by volume. For purposes of this 

24 subdivision, "tobacco" means cigarettes, cigars, chewing or pipe 

25 tobacco, or any other item that contains tobacco. For purposes 

26 of this subdivision, "dietary supplements" means any product, 

27 other than tobacco, intended to supplement the diet that: 

28 (1) contains one or more of the following dietary 

29 ingredients: 

30 (i) a vitamin; 

31 (ii) a mineral; 

32 (iii) an herb or other botanical; 

33 (iv) an amino acid; 

.34 (v) a dietary substance for use by humans to supplement the 

35 diet by increasing the total dietary intake; and 

36 (vi) a concentrate, metabolite, constituent, extract, or 
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1 combination of any ingredient described in items (i) to (v); 

2 (2) is intended for ingestion in tablet, capsule, powder, 

3 softgel, gelcap, or liquid form, or_ if not intended for 

4 ingestion in such form, is not represented as conventional food 

5 and is not represented for use as a sole item of a meal or of 

6 the diet; and 

7 (3) is required to be labeled as a dietary supplement; 

8 . identifiable by the supplement facts box found on the label and 

9 as required pursuant to Code of Federal Regulations, title 21, 

10 section 101.36. 

11 [EFFECTIVE DATE~] This section is effective for sales made 

12 on or after the day following final enactment. 

13 Sec. 14. Minnesota Statutes 2004, section 297A.67, 

14 subdivision 7, is amend~d to read: 

15 Subd. 7. [MEB%€%NES DRUGS; MEDICAL DEVICES.] 

16 (a) Preser±bed Sales of the following drugs and medical devices 

17 are exempt: 

18 ·Jl:.l drugs and-med±e±ne1-and-±nstti±n1-±neended for ±neernai 

19 or-exeernai-ttse,-±n-ene-ettre,-m±e±gae±on7-ereaemene,-er 

20 pre~ene±en-0£-±iiness-er-d±sease-±n human be±ngs-are-exempe• 

21 npreser±bed-drttgs-and-med±e±nen-±neittdes use, including 

.·22 over-the-counter drugs er-med±e±ne-preser~bed-by-a-i±eensed 

23 neaien-eare-pre£ess±enai. 

24 tbt-Nenpreser±pe±en-med±e±nes-eens±se±ng-pr±ne±pai~y 

25 tdeeerm±ned-by-ene-we±gne-e£-aii-±ngred±enest-e£-anaiges±es-enae 

26 are-appre~ed-by-ene-Bn±eed-Seaees-Peed-and-Brttg-Adm±n±serae±en 

27 £er-±neernai-ttse-by-nttman-be±ngs-are-exempe.--Per-pttrpeses-e£ 

28 en±s-sttbd±~±s±en,-llpr±ne±paiiyll-means-greaeer-enan-50-pereene 

29 anaiges±es-by-we±gne. 

30 tet-Preser±pe±en-giasses7-nesp±eai-beds1-£e~er 

31 en'ermemeeers7-rettsabie 1.. 

32 (2) single-use finger-pricking-devices for the extraction 

33 of blood1-bie_od-gitteese-men±eer±ng-maen±nes7 and 

34 -other single-use devices and single-use diagnostic agents used 

35 in diagnosing, monitoring, or treating diabetes 7 -and-enerapette±e 

36 8ft01._ 
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1 (3) insulin and medical oxygen for human use, regardless of 

2 whether prescribed or sold over the counter; 

3 J..!l prosthetic devices are-exempe.--u~nerapetlt±e-dey±eesu 

4 means-dev±ees-enae-are-aeeaened-or-app%±ed-eo-ene-ntlman-body-eo 

5 ettre7-beai7-or-ai~ev±aee-±n;ttry7-±iiness7-or-d±sease1-e±ener 

6 d±reee%y-or-by-8dm±n±seer±ng-a-etlrae±ve-agene.--uProsenee±e 

7 deY±eesu-means-dev±ees-enae-repiaee-±njtlred,-d±sea~ed,-or 

8 m±ss±ng-pares-0£-ene-nttman-body,-e±ener-eemporar±iy-or 

9 permaneneiyl_ 

10 (5) durable medical equipment for home use only; 

11 (6) mobility enhancing equipment; and 

12 (7) prescription corrective eyeglasses • 

.,.3 ( b) For purposes of this subdivision: 

14 (1) "Drug" means a compound, substance, or preparation, and 

15 any component of a compound, substance, or preparation, other 

16 than food and food ingredients, dietary supplements, or 

17 alcoholic beverages that is: 

18 (i) recognized in the official United States Pharmacopoeia, 

19 official Hom~opathic Pharmacopoeia of the United States, or 

20 official National Formulary, and supplement to any of them; 

21. (ii) intended for use in the diagnosis, cure, mitigation, 

22 treatment, or prevention of disease; or 

23 (iii) intended to affect the structure or any function of 

1.4 the body. 

25 · ( 2) "Durable medical equipment 11 means equipment, including 

26 repair and replacement parts, but not including mobility 

27 enhancing equipment, that: 

28 (i) can withstand repeated use; 

29 (ii) is primarily and customarily used to serve a medical 

30 purpose; 

31 (iii) generally is not useful to a person in the absence of 

32 -illness or injury; and 

33 (iv) is not worn in or on the body. 

14 (3) "Mobility enhancing equipment" means equipment, 

35 including repair and replacement parts, but not including 

36 durable medical equipment, that: 

Article 7 .Section 14 237 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 (i) is primarily and customarily used to provide or 

2 increase the ability to move from one place to another and that 

3 is appropriate for.use either.in a ·home or a motor vehicle; 

4 (ii) is not generally used by persons with normal mobility; 

5 and 

6 (iii) does not include any motor vehicle or equipment on a 

7 motor vehicle normally provided by a motor vehicle manufacturer. 

8 (4) "Over-the-counter drug" means a drug that contains a 

9 label that identifies the product as a drug as required by Code 

10 of Federal Regulations, title 21, section 201.66. The label 

11 must include a "drug facts" panel or a statement of the active 

12 ingredients with ·a list of those ingredients contained in the 

13 compound, substance, or preparation. Over-the-counter drugs do 

14 not include grooming and hygiene products, regardless of whether 

15 they otherwise meet the definition. "Grooming and hygiene 

16 products" are soaps, cleaning solutions., shampoo, toothpaste, 

17 mouthwash, antiperspirants, and suntan lotions and sunscreens. 

18 (5) "Prescribed" and "prescription" means a direction in 

19 the form of an order, formula, or recipe issued in any form of 

20 oral, written, electronic, or other means of transmission by a 

21 duly licensed health care professional. 

22 (6) "Prosthetic device" means a replacement, corrective, or 

23 supportive device, including repair and replacement parts, worn 

24 on or in the body to: 

25 (i) artificially replace a missing portion of the body; 

26 (ii) prevent or correct physical deformity or malfunction; 

27 or 

28 (iii) support a weak or deformed portion of the body~ 

29 Prosthetic device does not include corrective eyeglasses. 

· 30 [EFFECTIVE DATE.] This section is effective for sales and 

31 puichases made after June 30, 2005. 

32 Sec. 15. Minnesota Statutes 2004, section 297A.67, 

33 subdivision 9, is amended to read: 

34 Subd. 9. [BABY PRODUCTS.] tat-Prodttces-sttch-as-i~e±Oft7 

35 ereams7-o±nemenes7-oii7-~owder7-or-sham~oo7-and-oeher-are±cies 

36 des±gned-£or-a~~i±cae±on-eo-ehe-ha±r-or-s~±n-o£-bab±es-are 
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1 exempe. 

2 tbt Baby bottles and nipples, pacifiers, teething rings, 

3 ehttmb-stte~in9-pre~eneaei~es7 and infant syringes are exempt. 

4 [EFFECTIVE DATE.] This section is effective for sales and 

5 purchases made after June 30, 2005. 

6 Sec. 16. Minnesota Statutes 2004, section 297A.67, 

7 subdivision 29, is amended to read: 

8 Subd. 29. [SOLAR ENERGY EPP±e±EN~ PRODUCTS.] tat-A 

9 resideneiai-ii9hein9-£ixettre-or-a-eompaee-£ittoreseene-bttib-±s. 

10 exempe-±£-ie-has-an-ener9y-sear-iabei. 

11 tbt-~he-£oiiowin9-prodttees-are-exempe-±£~ehey-ha~e-an 

12 ener9y9ttide-iabei-ehae-indieaees-ehae-ehe-prodttee-meees-or 

13 exeeeds-ehe-seandards-iiseed-beiow~ 

~4 fit-an-eieeerie-heae-pttmp-hoe~waeer-heaeer-wieh-an-energy 

15 £aeeor-o£-ae-iease-i.9; 

16 f%t-a-naettrai-9as-waeer-heaeer-wieh-an-ener9y-£aeeor-0£-ae 

17 iease-e.6%; 

18 t3t-a-propane-9as-or-£ttei-oii-waeer-heaeer-wieh-an-energy 

19 £aeeor-o£-ae-iease-e.6%; 

20 f4t-a-naettrai-9as-£ttrnaee~wieh-an-annttai-£ttei-tteiiizaeion 

21 e££ieieney-9reaeer-ehan-9%-pereene;-and 

22 f5t-a-propane-9as-or-£ttei-oii-£ttrnaee-wieh-an-annttai-£ttei 

23 tteiiizaeion-e££ieieney-9reaeer-ehan-9%-pereene. 

4 tet A phoeovoieaie-de~iee solar energy system, as defined 

25 in section 216C.06, subdivision 17, is exempt. ·por-pttrposes-0£ 

26 ehis-sttbdi~ision7-ilpboeo~oieaie-de~ieell-means-a-soiid-seaee 

27 eieeerieai-de~iee7-stteh-as-a-soiar-modttie7-ehae-eonveres-ii9he 

·2a direeeiy-ineo-direee-ettrrene-eieeerieiey-0£-~oiea9e-ettrrene 

29 eharaeee~iseies-ehae-are-a-£ttneeion~o£-ehe-eharaeeeriseies-o£ 

30· ehe-ii9he-sottree-and-ehe-maeeriais-in-and-desi9n-0£-ehe-de~iee. 

31 A-llsoiar-modttiell-±s-a-phoeovoieaie-deviee-ehae-prodttees-a 

32 speei£i~d-power-otteptte-ttn~er-de£ined-eese-eondieions7-ttsttaiii 

33 eomposed-0£-9rottps-0£-soiar-eeiis-eonneeeed-in-series7-in 

.34 paraiiei7-or-in-series-paraiiei-eombinaeions. 

~5 tdt-Por-pttrposes-0£-ehis~sttbdivision,-uener9y-sear-iabeiu 

36 means-ehe-iabei-9raneed-eo-eereain-prodttees-ehae-meee-en±eed 
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1 Seaees-En~±ronmenea±-Proeece±on-Agency-and-Bn±eed-Seaee$ 

2 Beparemene-o£-Energy-er±eer±e-£or-energy-e££±e±eney.--Por 

3 pttrposes-0£-eh±s-sttbd±~±s±on7-uenergygtt±de-±ebe±u-means-ehe 

4 ±ebe±-ehae-ehe~an±eed-Seeees-Pedere±-~rede-eomm±ss±oner-reqtt±res 

5 mantt£eeettrers-eo-app±y-eo-cerea±n-app±±enees-ttnder-Bn±eed-Seeees 

6 eode7-e±e±e-±67-pere-365. 

7 [EFFECTIVE DATE.] This section is effective for sales and 

8 purchases made on or after August 1, 2005. 

9 Sec. 17. Minnesota Statutes 2004, section 297A.67, is 

10 amended by adding a subdivision to read: 

11 Subd. 32. [CIGARETTES.] Cigarettes upon which a tax has 

12 been imposed under section 297F.25 are exempt. 

13 [EFFECTIVE DATE.] This section is effective for sales and 

14 purchases made after July 31, 2005. 

15 Sec. 18. Minnesota Statutes 2004, section 297A.68, 

16 subdivision 2, is amended to read: 

17 Subd. 2. [MATERIALS CONSUMED IN INDUSTRIAL PRODUCTION.] 

18 (a) Materials stored, used, or consumed in industrial production 

19 of personal property intended to be sold ultimately at retail 

20 are exempt, whether or not the item so used becomes an 

21 ingredient or constituent part of the property produced. 

22 Materials that qualify for this exemption include, but are not 

23 limited to, the following: 

24 (1) chemicals, including chemicals used for cleaning food 

25 processing machinery and equipment; 

26 (2) materials, including chemicals, fuels, and electricity 

27 purchased by persons engaged in industrial production to treat 

28 waste generated as a result of the production process; 

29 (3) fuels, electricity, gas, and steam used or consumed in 

30 the production process, except that electricity, gas, or steam 

31 used for space heating, cooling, or lighting is exempt if (i) it 

32 is in excess of the average climate control or lighting for the 

33 production area, and (ii) it is necessary to produce that 

34 particular product; 

35 (4) petroleum products and lubricants; 

36 (5) packaging materials, including returnable containers 

Article 7 Section 18 240 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 used in packaging food and beverage products; 

2 (6) accessory tools, equipment, and other items that are 

3 separate detachable units with an ordinary useful life of less 

4 than 12 months used in producing a direct effect upon the 

5 product; and 

6 (7) the following materials, tools, and equipment used in 

7 metalcasting: crucibles, thermocouple protection sheaths and. 

8 tubes, stalk tubes, refractory materials, molten metal filters 

9 and filter boxes, degassing lances, and base blocks.· 

10 (b) This exemption does not include: 

11 (1) machinery, equipment, implements, tools, accessories, 

12 appliances, contrivances and furniture and fixtures, except 

13 those listed in paragraph (a), clause (6); and 

14 (2) petroleum and special fuels used in producing or 

15 generating power for propelling ready-mixed concrete trucks on 

16 the public highways of this state. 

17 (c) Industrial production includes, but is not limited to, 

18 research, development, design or production of any tangible 

19 personal property, manufacturing, processing (other than by 

20· restaurants and consumers) of agricultural products (whether 

21 vegetable or animal), commercial fishing, refining; smelting, 

22 reducing, brewing, distilling, printing, mining, quarrying, 

23 ·lumbering, generating electricity, the production of road 

24 building materials, and the research, development, design, or 

25 production of computer software. Industrial production does not 

26 include painting, cieaning, repairing or similar processing of 

27 property except as part of the original manufacturing process. 

28· (d) Industrial production does not include: 

29 (1) the furnishing of services listed in.section 297A.61, 

30 subdivision 3, paragraph (g), clause (6), items (i) to (vi) and 

31 (viii); or 

32 (2)_ the transportation, transmission, or distribution of 

33 petroleum, liquefied gas, natural gas, water, or steam, in, by, 

·14 or through pipes, ·lines, tanks, mains, or other means of 

·35 transporting those products. For purposes of -this paragraph, 

36 "transportation, transmission, or distribution~ does not include 
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1 blending of petroleum or biodiesel fuel as defined in section 

2 239.77. 

3 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment, except that the provision in 

5 paragraph (d) is effective for sales and purchases made after 

6 June 30, 2005. 

7 Sec. 19. Minnesota Statutes 2004, section 297A.68, 

8 subdivision 5, is amended to read: 

9 Subd. 5. [CAPITAL EQUIPMENT.] (a)· Capital equipment is 

10 exempt. The tax .must be imposed and collected as if the rate 

11 under section 297A.62, subdivision 1, applied, and then refunded 

12 in the manner provided in section 297A.75, unless: 

13 (1) the purchaser qualifies as a small business as defined 

14 in section 645.445, subdivision 2, paragraphs (a) to (c); 

15 (2) the business is located in the state; and 

16 (3) the purchaser provides an exemption certificate as 

17 required in section 297A.72, subdivision 3. 

18 "Capital equipment" means machinery and equipment purchased 

19 or leased, and used in this state by the purchaser or lessee 

20 primarily for manufacturing, fabricating, mining, or refining 

21 tangible personal property to be sold· ultimately at retail if 

22-- the machinery and equipment are essential to the integrated 

23 production process of manufacturing, fabricating, mining, or 

24 refining. Capital equipment also includes machinery and 

25 equipment used primarily to electronically transmit results 

26 retrieved by a customer of an on-line computerized data 

27 retrieval system. 

28 (b) Capital equipment includes, but is not limited to: 

29 (1) machinery and equipment used to operate, control, or 

30 r~gulate the production equipment; 

31 (2) machinery and equipment used for research and 

32 development, design, quality control, and testing activities; 

33 ( 3) environme·ntal control devices that are used to maintain 

34 conditions such as temperature, humidity, light, or air pressure 

35 when those conditions are essential to and are part of the 

36 production process; 
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1 (4) materials and supplies used to construct and install 

2 machinery or equipmen.t; 

3 (5) repair and replacement par-ts, including accessories, 

4 whether purchased as spare parts, repair parts, or as upgrades 

5 or modifications to machinery or equipment; 

6 (6) materials used for foundations that support machinery 

7 or equipment; 

8 (7) materials used to construct and install special purpose 

9 buildings used in the production process; 

10 (8) ready-mixed concrete equipment in which the ready-mixed 

11 concrete is mixed as part of the delivery process regardless if 

12 mounted on a chassis, repair parts for ready-mixed concrete 

13 trucks, and leases of ready-mixed concrete trucks; and 

.L4 (9) machinery or equipment used for research, development, 

15 design, or production of computer software. 

16 (c) C~pital equipment does not include the following: 

17 (1) motor vehicles taxed under chapter 297B; 

18 (2) machinery or equipment used to receive.or store raw 

19 materials; 

20 (3) building materials, except for materials included in 

21 paragraph (b), clauses (6) and (7); 

22 (4) machinery or equipment used for nonproduction purposes, 

23 including, but not limited to, the following: plant security, 

4 fire prevention, first aid, and hospital stations; support 

25 operations or administration; pollution control; and plant 

26 cleaning, disposal of scrap and waste, plant communications, 

27 space heating, cooling, lighting, or safety; 

28 (5) farm machinery and aquaculture production equipment as 

29 defined by section 297A.61, subdivisions 12 and 13; 

30 (6) machinery or equipment purchased and installed by a 

31 contractor as part of an improvement to real property; e~ 

32 (7) machinery and equipment used by restaurants in the 

33 f"urnishing, preparing, or serving of prepared foods. as defined 

~4 in section 297A.61, subdivision 31; 

JS (8) machinery and equipment used to furnish the services 

36 listed in section 297A.61, subdivision 3, paragraph (g), clause 
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1 (6), items (i) to (vi) and (viii); 

2 (9) machinery or equipment used in the transportation, 

3 transmission, or distribution of petroleum, liquefied gas, 

4 natural gas, water, or steam, in, by, or through pipes, lines, 

5 tanks, mains, or other means of transporting those products. 

6 This clause does not apply to machinery or equipment used to 

7 blend petroleum or biodiesel fuel as defined in section 239.77; 

8 or 

9 il_QJ_ any other item that is not essential to the integrated 

10 process of manufacturing, fabricating, mining, or refining. 

11 (d) For purposes of this subdiv~sion: 

12 (1) "Equipment" means independent devices or tools separate 

13 from machinery but essential to an integrated production 

14 process, including computers and computer software, used in 

15 operating, controlling, or regulating machinery and equipment; 

16 and any subunit ·or assembly comprising a component of any 

17 machinery or accessory or attachment parts of machinery, such as 

18 tools, dies, jigs, patterns, and molds. 

19 (2) "Fabricating" means to make, build, create, produce, or 

20 assemble components. or property to work in a new or· different 

21 manner. 

22 (3) "Integrated production process" means a process or 

23 series of operations through which tangible personal property is 

24 manufactured, fabricated, mined, or refined. For purposes of 

25 this clause, (i) manufacturing begins with the removal of raw 

26 materials from inventory and ends when the last process prior to 

27 loading for shipment has been completed; (ii) fabricating begins 

28 with the.removal from storage or inventory of the. property to be 

29 assembled, processed, altered, or modified and ~nds with the 

30 creation or production of the new or changed product; (iii) 

31 mining begins with the removal of overburden from the site of 

32 the ores, minerals, stone, peat deposit, or surface materials 

33 and ends when the last process hefore stockpiling is completed; 

34 and (iv) refining begins with the removal from inventory or 

35 storage of a natural resource and ends with the conversion of 

36 - the i tern to its completed form. 
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1 (4) "Machinery" means mechanical, electronic, or electrical 

2 devices, including computers and computer software, that are 

3 purchased or constructed to be used· for the activities set forth 

4 in paragraph (a), beginning with the removal of raw materials 

5 from inventory through completion of the product, including 

6 packaging of the product. 

7 (5) "~achinery and equipment used for pollution control" 

8 means machinery and equipment used solely to eliminate, prevent, 

9 or reduce pollution resulting from an activity described in 

10 paragraph (a). 

11 (6) "Manufacturing" means an operation or series of 

12 operations where raw materials are changed in form, composition, 

13 or condition by machinery and equipment and which results in the 

14 production of a new article of tangible personal property. For 

15 

16 

17 

18 

19 

20 

21 

. 22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

purposes of this subdivision, "manufacturing" includes the 

generation of electricity or steam to be sold at retail. 

(7) "Mining" means the extraction of minerals, ores, stone, 

or peat. 

(8) "On-line data retrieval system" means a system whose 

cumulation of information is equally available and accessible to 

all its customers. 

(9) "Primarily" means machinery and equipment used 50 

percent or more of the time in an activity described in 

paragraph (a). 

(10) "Refining" means the process of converting a natural 

resource to an intermediate or finished product, including the 

treatment of water to be sold at retail. 

[EFFECTIVE DATE.] This section is effective the day 

following final enactment, except that the second sentence .in 

paragraph (a) is effective for sales and purchases made after 

December 31, 2005, and paragraph (c), clause (9), is effective 

for sales and purchases made after June 30, 2005. 

Sec. 20. Minnesota Statutes 2004, section 297A.68, 

14 -subdivision 28, is amended to read: 

35. Subd. 28. [MEDICAL SUPPLIES.] Medical supplies purchased 

36 by a licensed health care facility or licensed health care 
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1 professional to provide medical treatment to residents or 

2 patients are exempt. The exemption does not apply to durable 

3 medical equipment or components of -durable medical equipment, 

4 laboratory supplies, radiological supplies, and other items used 

5 in providing medical services. For purposes of this 

6 subdivision, "medical supplies" means adhesive and nonadhesive 

7 bandages, gauze pads and strips, cotton applicators, 

8 antiseptics, ftOft~reser±~e±oft-drttgs, eye solution, and other 

9 similar supplies used directly on the resident or ·patient in 

10 providing medical services. 

11 [EFFECTIVE DATE.] This section is effective for sales and 

12 ·purchases made after June 30, 2005. 

13 Sec. 21. Minnesota Statutes 2004, section 297A.68, 

14. subdivision 35, is amended to read: 

15 Subd. 35 .. [TELECOMMUNICATIONS EQUIPMENT.] (a) 

16 Telecommunications machinery and equipment purchased or leased 

17 for use directly by a telecommunications service provider 

18 primarily in the provision of telecommunications services that 

19 are ultimately to be sold at retail are exempt, regardless of 

20 whether purchased by the owner, a contractor, or a subcontractor. 

21 (b) For purposes of this subdivision, "telecorrimunications 

22 machinery and equipment" includes, but is not limited to: 

23 ( 1) machinery., equipment, and fixtures utilized in 

24 receiving, initiating, amplifying, processing, transmitting, 

25 retransmitting, recording, switching, or monitoring 

26 telecommunication·s services, such as comp.uters, transformers, 

27 amplifiers, routers, bridges, repeaters, multiplexers, and other 

28 items performing comparable functions; 

29 (2) machinery, equipment, and fixtures used in the 

30 transportation of telecommunications services, ·radio 

31 transmitters and receivers, satellite equipment, microwave 

32 - equipment, and other transportiJ!g media, but not wire, cable, 

33 fiber, poles, or conduit; 

34 (3) ancillary machinery, equipment, and fixtures that 

35 regulate, control, p~otect, or enable the machinery in clauses 

36 (1) and (2) to accomplish its intended function, such as 
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1 auxiliary power supply, test equipment, towers, heating,· 

2 ventilating, and air conditioning equipment necessary to the 

3 operation of the telecommunications- equipment; and software 
. . 

4 necessary to the operation of the telecommunications equipment; 

5 and 

6 (4) repair and replacemertt parts, including accessories, 

7 whether purchased· as spare parts, .repair parts, or as upgrades 

8 or modifications· to qualified machinery or equipment. 

9 (c) For purposes of this subdivision, 11 telecommunications 

10 services 11 means telecommunications services as defined in 

11 section 297A.61, subdivision 24, ~aragra~h paragraphs (a), e~iy 

12 ( c) , and ( d) . 

l3 [EFFECTIVE DATE.] This section is effective the day 

14 following final enactment. 

15 Sec. 22. Minnesota Statutes 2004, section 297A.68, 

16 subdivision 39, is amended to read: 

17 Subd. 39. [PREEXISTING BIDS OR CONTRACTS.] (a) The sale of 

18 tangible personal property or services is exempt from tax or a 

19 ·tax rate increase for a period of six months from the effective 

20 date of the law change that results in the imposition of the tax 

21 or the tax rate increase under this chapter if: 

22 (1) the act imposing the tax or increasing the tax rate 

23 does not have transitional effective date language for existing 

24 construction contracts and construction bids; and 

25 (2) the requirements of paragraph (b) are met. 

26 (b) A sale is tax exempt under paragraph (a) if it meets 

27 the requirements of either clause (1) or (2): 

28 (1) For a construction contract: 

29 (i) the goods or services sold must be used for the 

30 performance of a bona fide written lump sum or fixed price 

31 construction contract; 

32 - (ii) the contract must be ~ntered into before the date the 

33 goods or services become subject to the sales tax or the tax 

~4 rate was increased; 

35 (iii) the contract must not provide for allocation of 

36 future taxes; and 
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1 (iv) for each qualifying contract the contractor must give 

2 the seller documentation of the contract on which an exemption 

3 is to be claimed. 

4 (2) For a construction bid: 

5 (i) the goods or services sold must be used pursuant to an 

6 obligation of a bid or bids; 

7 (ii) the bid or bids must be submitted and accepted before 

8 the date the goods or services became subject to the sales 

9 tax or the tax rate was increased; 

10 (iii) the bid or bids must not be able to be withdrawn, 

11 modified, or changed without forfeiting a bond; and 

12 (iv) for each qualifying bid, the contractor must give the 

13 seller documentation of the bid on which an exemption is to be 

14 claimed. 

15 [EFFECTIVE DATE.] This section is effective the day 

16 following final enactment. 

17 Sec. 23. Minnesota Statutes 2004, section 297A.68, is 

18 amended by adding a subdivision to read: 

19 Subd. 40. [LAND CLEARING.] Tree, bush, shrub, and stump 

20 re.moval are exempt when sold to contractors or subcontractors as 

21 part of a land clearing contract. For purposes of-this 

22 subdivision, "land clearing contract" means a contract for the 

23 removal of trees, bushes, and shrubs, including the removal of 

24 roots and stumps, to develop a site. This exemption does not 

25 apply to land clearing of a portion of a site to allow for 

26 remodeling, improvement, or expansion of an existing structure. 

27 [EFFECTIVE DATE.] This section is effective for sales and 

28 purcha~es made after October 28, 2002, but for land clearing 

29 contracts entered into after October 28, 2002, no refunds may be 

30 claimed under Minnesota Statutes, section 289A.50, for sales 

31 taxes collected and remitted to the state on the land clearing 

32 contracts. 

33 Sec. 24. Minnesota Statutes 2004, section 297A.68~ is 

34 amended by adding a subdivision to read: 
/! 

35 Subd. 41. [PERSONAL RAPID TRANSIT SYSTEM.] (a) Machinery, 

36 equipment, and supplies purchased or leased, and used by the 
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1 purchaser or lessee in this state directly in the provision of a 

2 personal rapid transit system as defined in section 297A.61, 

3 subdivision 37, which provides service to-the public on a 

4 regular and continuing basis, are exempt, provided that the 

5 system is operated independent of any government subsidies. 

6 Machinery, equipment, and supplies that qualify for this 

7 exemption include, but are not limited to, the following: 

8 {l) vehicles, guideways, and related parts used directly in 

9 the transit system; 

10 (2) computers and equipment used primarily for operating, 

11 controlling, and regulating the system; 

12 (3) machinery, equipment, furniture, and fixtures necessary 

13 for the functioning of system stations~ 

14 (4) machinery, equipment, implements, tools, and supplies 

15 used to maintain vehicles, guideways, and stations; and 

16 (5) electricity and other fuels used in the provision of 

17 the transit service, including heating, cooling, and lighting of 

18 system stations. 

19 (bl This exemption does not include machinery, equipment, 

20 and supplies used for nonproduction purposes such as operations 

21 support and administration. 

22 [EFFECTIVE DATE.] This section is effective for sales and 

23 purchases made after June 30, 2005. 

~4 Sec. 25. Minnesota Statutes 2004, section 297A.70, 

25 subdivision 10, is amended to read: 

26 Subd. 10. [NONPROFIT TICKETS OR ADMISSIONS.] {a) Tickets 

27 or admissions to an event are exempt if all the gross receipts 

28 are recorded as such, in accordance with generally accepted 

29 accounting principles, on the books of one or more organizations 

30 whose primary mission is to provide an opportunity for citizens 

31 of .the state to participate in the creation, performance~ or 

32 appreciation of the arts, and provided that each organization is: 

33 {l) an organization described in section 50l{c){3) of the 

'~4 Internal Revenue Code in which voluntary contributions make up 

35 at least .the following percent of the organization's annual 

36 revenue in its most recently completed 12-month fiscal year, or 

Article 7 Section 25 249 



HF785 TH~RD ENGROSSMENT [REVISOR ] BT H0785-3 

1 in the current year if the organization has not completed a 

2 12-month fiscal year: 

3 (i) for sales made after July-31, 2001, and before July 1, 

4 2002, for the organization's fiscal year completed in calendar 

5 year 2000, three percent; 

6 (ii) for sales made on or after July 1, 2002, and on or 

7 before June 30, 2003, for the brganization'~ fiscal year 

8 completed in calendar year 2001, three percent; 

9 (iii) for sales made on or after July 1, 2003, and on or 

10 before June 30, 2004, for the organization's fiscal year 

11 completed in calendar year 2002, four percent; and 

12 (iv) for sales made in each 12-month period, beginning on 

13 July 1, 2004, and each subsequent year, for the organization's 

14 fiscal year completed in the preceding calendar year, five 

15 percent; 

16 (2) a municipal board that promotes cultural and arts 

17 activities; or 

18 (3) the University of Minnesota, a state college and 

19 university, or a private ·nonprofit college or university 

20 provided that the event is held at a ttn±~ers±~y-owned facility 

21 owned by the educational institution holding the event. 

22 The exemption only applies if the entire proceeds, after 

23 reasonable expenses, are used solely to provide opportunities 

24 for citizens of the state to participate in the creation, 

25 performance, or appreciation of the arts. 

26 (b) Tickets or admissions to the premises of the Minnesota 

27 Zoological Garden are exempt, provided that the exemption under 

28 this paragraph does not apply to tickets or admissions to 

29 performances or events held on the premises unless the 

30 performance or event is sponsored and conducted exclusively by 

31 the Minnesota Zoological Board or employees of the Minnesota 

32 Zoologiqai Garden. 

33 [EFFECTIVE DATE.] This section is effective for tickets and 

34 admissions to events held on or after July 1, 2005, but ·aces not 

35 apply to events for which sales of tickets or admissions were 

36 made prior to July 1, 2005. 
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1 Sec. 26. Minnesota Statutes 2004, section 297A.71, 

2 subdivision 12, is amended to read: 

.3 Subd. 12. [CHAIR LIFTS, RAMPS., ELEVATORS.] ena±r-%±£es7 

4 ram~s,-a~d Elevators and building materials used to install or 

5 construct enem chair lifts, ramps, and elevators are exempt, if 

6 they are authorized by a physician and installed in or attached 

7 to the owner's homestead. The tax must be imposed and collected 

8 as if the rate under section 297A.62, subdivision 1, applied and 

9 then refunded in the manner p~ovided in section 297A.75. 

10 [EFFECTIVE DATE.] This section is effective for sales and 

11 purchases made after June 30, 2005. 

12 Sec. 27. Minnesota Statutes 2004, section 297A.71, is 

13 amended by adding a subdivision to read: 

~4 Subd. 33. [PERSONAL RAPID TRANSIT SYSTEM.] Materials, 

15 eguiEment, and SUEElies used in the construction, exEansion, or 

16 imErovement of a personal rapid transit system as defined in 

17 section ~97A.61, subdivision 37, which provides service to the 

18 public on a regular and continuing basis, are exempt1 Erovided 

19 that the system is operated independent of any government 

20 subsidies. 

21 [EFFECTIVE DATE.] This section is effective for sales and 

22 purchases made after June 30, 2005. 

23 Sec. 28. Minnesota Statutes 2004, section 297A.72, is 

4 amended by adding a subdivision to read: 

25 Subd. 3. [EXEMPTION CERTIFICATE FOR SMALL BUSINESSES.] A 

26 small business, as defined in section 645.455, subdivision 2, 

27 paragraphs (a) to (c), that is located in the state may apply to 

28 the commissioner for an exemption certificate to purchase exempt 

29 capital equipment without paying the sales tax at the time of 

30 the sale. The business must provide information required by the 

31 commissioner to verify that it meets the definition of small 

32 busines~ in the preceding calendar year, or in the case of a new 

33 business, that it will meet the definition in the first full 

14 year of operations. A decision by the commissioner on whether a 

~5 business qualifies for this exemption is final. The exemption 

36 certificate must be in the form and meet the requirements 
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1 imposed under this chapter and chapter 289A on other sales and 

2 use tax exemption certificates, but it shall only be in effect 

3 for two years from the date of issuance. 

4 [EFFECTIVE DATE.] This section is effective for 

5 applications submitted to the commissioner of revenue after July 

6 1, 2005. 

7 Sec. 29. Minnesota Statutes 2004, section 297A.75, 

8 subdivision 1, is amended to read: 

9 Subdivision 1. [TAX COLLECTED.] The tax on the gross 

10 receipts from the sale of the following exempt items must be 

11 imposed and collected as if the sale were taxable and the rate 

12 under section 297A.62, subdivision 1, applied. The exempt items 

13 include: 

14 (1) capital equipment exempt under section 297A.68, 

15 subdivision 5; 

16 (2) building materials for an agricultural processing 

17 facility exempt under section 297A.71, subdivision 13; 

18 (3) building materials for mineral production facilities 

19 exempt under section 297A.71, subdivision 14; 

20 (4) building materials for correctional facilities under 

21 section 297A.71, subdivision 3; 

22 (5) building materials used in a residence for disabled 

23 veterans exempt under section 297A.71, subdivision 11; 

24 (6) cba~f-~~£~s7-fam~s7 elevators, and assoc~a~ed building 

25 materials exempt under section 297A.71, subdivision 12; 

26 (7) building materials for the Long Lake Conservation 

27 Center exempt under section 297A.71, subdivision 17; 

28 (8) materials, supplies, fixtures, furnishings, and 

29 equipment for a county law enforcement and family service center 

30 under section 297A.71, subdivision 26; and 

31 (9) materials and supplies for qualified low-income housing 

32 under ~ection 297A.71, subdivision 23. 

33 [EFFECTIVE DATE.]·This section is effective for sales and 

34 purchases made after June 30, 2005. 

35 Sec. 30. [297A.82] [MOTOR VEHICLE LEASES.] 

36 Subdivision 1. [MOTOR VEHICLE LEASE PRICE; PAYMENT.] fil. 
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1 In the case of a lease of a motor vehicle as Erovided in section 

2 297A.61, subdivision 4, Earag:raEh (kl, clause ( 2 l , the tax is 

3 imEosed on the total amount to be :eaid by the lessee under the 

4 lease agreement. The lessor shall collect the tax in full at 

5 the time the lease is executed or, if the tax is included in the 

6 lease and the lease is assigned, the tax is due from the 

7 original lessor at the time the lease is assigned. The total 

8 amount to be Eaid by the lessee under the lease agreement equals 

9 the ag:reed-uEon value of the vehicle less manufacturer's 

10 rebates, the stated residual value of the leased vehicle, and 

11 the total value allowed for a vehicle owned by the lessee taken 

12 in trade by the lessor, Elus the Erice of any taxable goods and 

- 13 services included in the lease and the rent charge as Erovided 

14 by Code of. Federal Regulations, title 12, ·section 213. 4, 

15 excluding: any rent charge related to the caEitalization of the 

16 tax. 

17 (b) If the total amount Eaid by the lessee for use of the 

18 leased vehicle includes amounts that are not calculated at the 

19 time the lease is executed, the tax is imEosed and must be 

20 collected by the lessor at the time the amounts are Eaid by the 

21 lessee. In the case of a lease which by its terms may be 

22 renewed, the sales tax is due and Eayable on the total amount to 

23 be Eaid during the initial term of the lease, and then for each 

24 subsequent renewal Eeriod on the total amount to be Eaid during 

25 the renewal Eeriod. 

26 (c) If a lease is canceled or rescinded on or before 90 

27 days of its execution or if a vehicle is returned to the 

28 manufacturer under section 325F.665, the lessor may file a claim 

29 for a refund of the total tax Eaid minus the amount of tax due 

30 for the Eeriod the vehicle is used by the lessee. 

31 (d) If a lessee's obligation to make payments on a lease is 

32 canceled more than 90 days after its execution, a credit is 

33 allowed against sales tax or motor vehicles sales tax due on a 

',34 subsequent lease or Eurchase o·f a motor vehicle if that lease or 

35 Eurchase is consummated within 30 days of the date the prior 

36 lease was canceled. The amount of the credit is equal to (1) 
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1 the sales tax paid at the inception of the lease, multiplied by 

2 (2) the ratio of the number of full months remaining in the 

3 lease at the time of termination compared to the term of the 

4 lease used in calculating sales tax paid at the inception of the 

5 lease. 

6 Subd. 2. [LEASE ORIGINATING IN ANOTHER STATE.] When the 

7 lease of a motor vehicle as defined in section 297A.61, 

8 subdivision 4, paragraph (k), clause (2), originates in another 

9 state, the sales tax under subdivision 1 shall be calculated by 

10 the lessor on the total amount that is due under the lease 

11 agreement after the vehicle is required to be registered in 

12 Minnesota. If the1 total amount to be paid by the lessee under 

13. the lease agreement has already been subjected to tax by another 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

state, a credit for taxes paid in the other state is allowed as 

provided in section 297A.80. 

[EFFECTIVE DATE.] Subdivision 1 of this section is 

effective for leases entered into after September 30, 2005. 

Subdivision 2 of this section is effective for vehicles 

registering in Minnesota after September 30~ 2005. 

Sec. 31. Minnesota Statutes 2004, section 297A.87, 

subdivision 2, is amended to read: 

Subd. 2. [SELLER'S PERMIT OR ALTERNATE STATEMENT.] (a) The 

operator of an event under subdivision 1 shall obtain one of the 

following from a person who wishes to do business as a seller at 

the event: 

(1) evidence that the person holds a valid seller's permit 

under section 297A.84; or 

(2) a written statement that the person is not offering for 

sale any item that is taxable under this chapter; or 

( 3} a written statement that this is the only selling event 

that the person will be participating in for that calendar year, 

that the person will be participating for three or fewer days-, 

and that the person will make less than $500 in total sales at 

34 - the event. The written statement shall include the person's 

35 name, address, and telephone number. 

36 (b) The operator shall require the evidence or statement as 
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1 a prerequisite to participating in the event as a seller. 

2 [EFFECTIVE DATE.] This section is effective for selling 

3 events occurring after June 15, 2005. 

4 Sec. 32. Minnesota Statutes 2004, section 297A.87, 

5 subdivision 3, is amended to read: 

6 Subd. 3. [OCCASIONAL SALE PROVISIONS Ne~ APPLICABLE UNDER 

7 LIMITED CIRCUMSTANCES.] The isolated and occasional 

8 sale ~~o~±s±o~s provision under section 297A.67, subdivision 23, 

9 o~ applies, provided that the seller only participates for three 

10 or fewer days in one event per calendar year, makes $500 or less 

11 in sales at the event, and provides the written statement 

12 required in subdivision 2, paragraph (a), clause (3). The 

13 isolated and occasional sales provision under section 297A.68, 

14 subdivision 25, do does not apply to a seller at an event under 

15 this section. 

16 [EFFECTIVE DATE.] This section is effective for selling 

17 events occurring after June 15, 2005. 

18 Sec. 33. [297A.981] [LOCAL SALES TAXES; CERTAIN CITIES OF 

19 THE FIRST CLASS.] 

20 Subdivision 1. [GENERAL AUTHORITY; CERTAIN CITIES.] J_tl 

21 

. 22 

23 

.L4 

25 

26 

27 

28 

29 

30 

31 

32 

33 

14 

35 

36 

Notwithstanding sections 297A.99 and 477A.016, or any other 

contrary provision of law, ordinance, or charter, a city of the 

first class located in the seven-county metropolitan area may 

impose a local sales tax of one-half of one percent on sale 

transactions taxable under this chapter that occur within the 

city. The tax base is the same as defined in section 297A.99, 

subdivision 4. This tax is in addition to any other local sales 

tax imposed under other general or special law and must not be 

included when calculating sales tax limits imposed under other 

law, ordinance, or charter. 

Subd. 2. [USE TAX.] If the city imposes the tax authorized 

in subdivision 1, a compensating use· tax also applies, at the 

same rate as the sales tax, on the use, storage, distribution, 

·or consumption of tangible personal property or taxable services. 

Subd. 3. [USE OF REVENUES.] (a) Revenues received from 

taxes imposed under subdivisions l·and 2, minus the reasonable 
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1 costs of collection, may be used by the city for any purpose for 

2 which the city is authorized to make expenditures. 

3 Subd. 4. [COLLECTION; ENFORCEMENT; ADMINISTRATION.l A tax 

4 imposed under this section shall be administered, collected, and 

5 enforced by the commissioner of revenue as provided for under 

6 section 297A.99, subdivision 9. The commissioner shall remit 

7 the proceeds, minus refunds and the costs of collection, as 

8 provided for: in section 297A.99, subdivision 11. 

9 Subd. 5. [LOCAL APPROVAL.] The question of· imposing the 

10 local sales tax must be submitted to the voters at a general or 

11 a special election held for this purpose. If the majority of 

12 the votes cast on the question are in the affirmative, th~ tax 

13 ·shall be imposed on the first day of the next calendar quarter 

14 beginning at least 30 days after the day of local approval. 

15 [EFFECTIVE DATE.] This section is effective July 1, 2005. 

16 Sec. 34. Minnesota Statutes 2004, section 297A.99, 

17 subdivision 1, is amended to read: 

18 Subdivision 1. [AUTHORIZATION; SCOPE.] (a) A political 

19 subdivision of this state may impose a general sales tax if 

20 permitted by special law or if the political subdivision enacted 

21 and imposed the tax before the effective date of section 

22 477A.016 and its predecess~r provision, or if the tax is allowed 

23 under section 297A.981 or subdivision la. 

24 (b) This section governs the imposition of a general sales 

25 tax by the political subdivision. The provisions of this 

26 section preempt the provisions of any special law: 

27 (1) enacted before June 2, 1997, or 

28 (2) enacted on or after June 2, 1997, that does not 

29 explicitly exempt the special law provision from this section's 

30 rules by reference. 

31 (c) This section does not apply to or preempt a sales tax 

32 on motor vehicles or a special ~xcise tax on motor vehicles. 

33 [EFFECTIVE DATE.] This section is effective for local-sales 

34 taxes for which the authorizing referendum is held after June 

35 30, 2005. 

36 Sec. 35. Minnesota Statutes 2004, section 297A.99, is 
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secure and :eay debt service on bonds or other obligations issued 

to finance ca:eital costs of any of the following regional 

:erojects: 

( 1) regional convention or civic center; 

33 (2) regional air:eort; 

14 (3) regional :eublic,libraries, regional history centers, 

j5 and :eerforming arts centers; 

36 (4) :earks, trails, regional recre~tional centers, and o:een 
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1 space; 

2 (5) flood control and protection; 

3 (6) regional wastewater project to mitigate surface or 

4 groundwater pollution; 

5 (7) regional government center or jail owned and operated 

6 by two or more local government jurisdictions; 

7 (8) lake improvement projects included in a watershed plan; 

8 (9) overpasses, arterial and collector roads, or bridges, 

9 . on, adjacent to, or connecting to a Minnesota state highway; or 

10 (10) railroad overpasses or crossing safety improvements 

11 where the road is adjacent to or connecting to a Minnesota stat~ 

12 highway. 

13 (c) A capital project is considered to be a "regional 

14 capital pro.ject that. provides benefits to persons outside the 

15 city boundaries" if it meets one of the following criteria: 

16 (1) the project is one of the projects listed in paragraph 

17 (b), clauses (8) to (10); 

18 (2) the project is funded by more than one city under a 

19 joint powers agreement and no more than 80 percent of the 

20 revenues for the project will be provided by one city; 

21 (3) at least 20 percent of the direct users of the 

22 facility, except for a convention or civic center, will be 

23 persons from outside of ·the city; or 

24 (4) at least 20 percent of the benefit derived from the 

25 project will accrue to persons residing or businesses located 

26 outside of the city boundaries. 

27 (d) At least three months prior to holding a referendum to 

28 impose the tax, a city.must provide to the commissioner of 

29 revenue a resolution approved by the city that shows that the 

30 tax will fund a project that meets the requirements of 

31 paragraphs (a} to (c), the date on which the referendum will be 

32 held, the maximum amount raised by the tax that may be used for 
-

33 the specified project, excluding issuance and interest costs for 

34 any related bonds, and the maximum time that the tax may be 

35 imposed. The commissioner shall certify that the requirements 

36 under this subdivision are met and the city shall provide any 

Article 7 Section 35· 258 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 additional information the commissioner requests in order to 

2 make that determination. The commissioner's decision is final. 

3 (e) The question put to the vo-ters·at the referendum 

4 authorizing the vote must include information on the specific 

5 project to be funded by the proceeds of the tax, the maximum 

6 amount of sales tax revenues that will be used to fund each 

7 project, not including any issuance and interest costs for 

8 related bonds, and the maximum length of time that the tax will 

9 be imposed. The referendum must also include a statement that 

10 the sales tax revenues are pledged to pay for the specific 

11 capital improvement but the improvement costs and any related 

12 bonds are a general obligation of the political subdivision and 

13 will be guaranteed by the political subdivision's property tax 

14 levy. If the referendum is not held on the date contained in 

15 the resolution, the authority for imposing the tax expires. 

16 (f) A city may hold a referendum for more than one project 

17 at the same election provided that: 

18 (1) all the requirements under this subdivision are met by 

19 each project; 

20 (2) the question, with information on amount to be raised 

21 and the years needed to raise the amount, is stated separately 

22 for each project; and 

23 (3) the total amount needed to fund· all projects listed on 

24 the ballot does not exceed the amount of revenue that can be 

25 .raised by the imposition of the tax under this subdivision in a 

26 12-year period. 

27 (g) A city may issue general obligation bonds to pay the 

28 costs of projects specified in the referendum authorizing 

29 imposition of the tax. The approval of the question under 

30 paragraph (.e) meets the requirement for elector approval for 

31 is~uance of bonds under section 475.58, subdivision 1. The debt 

32 represented by the bonds must not be included in computing any 

33 debt limitations applicable to the city, and the levy of taxes 

.34 required by section 475.61 to pay the principal or any interest 

3.5 on the bonds must not be subject to any levy limitations or be 

36 included in computing or applying any· levy limitation to the 
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1 city. 

2 (h) The tax, if enacted, expires when the specified revenue 

3 has been raised or the maximum time- in which the tax is in 

4 effect under the resolution is rea~hed, whichever is sooner. 

5 Any tax imposed under this subdivision must expire no later than· 

6 12 years after imposition. The governing board of the city may, 

7 by ordinance, terminate the tax at an earlier date. 

8 (i) Except as specifically authorized by this section, a 

9 city must not use public funds to prepare or disseminate 

10 material regarding the passage of a ballot question under 

11 section 297A.99, subdivision la, including but not limited to 

12 billboards or other signs, newspaper advertising, .advertising 

13 messages broadcast on radio or television, programming on cable 

14 television, except for any legal requirements regarding notice 

15 of election. A city may allow meetings in a public building of 

16 proponents of a question involving imposing a local sales tax 

17 under section 297A.99, subdivision la, if opponents of the 

18 question who so request are allowed to meet in a public building 

19 on similar terms to those applicable to the proponents. A city 

20 must not allow proponents or opponents of a ballot question on 

21 imposition of a local sales tax under section 297A:99, 

22 subdivision la, to place campaign signs on public property. 

23 [EFFECTIVE DATE.] This section is effective for local sales 

24 taxes for which the authorizing referendum is held after June 

25 30, 2004. If the authorizing referendum was held prior to July 

26 1, 2005, the three month prior notice to the commissioner 

27 contained in paragraph (d) shall not apply, but the commissioner 

28 must still certify that all other provisions of this subdivision 

29 are met before the tax may be imposed. 

30 Sec. 36. Minnesota Statutes 2004, section 297A.99, 

31 subdivision 3, is amended to read: 

32 SuQd. 3. [REQUIREMENTS FOR ADOPTION, USE, TERMINATION.] 

33 (a) Imposition of a local sales tax is subject to approval by 

34 voters of the political subdivision at a general election. 

35 (b) The proceeds of the tax must be dedicated exclusively 

36 to payment of the cost of a specific capital improvement which 
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1 is designated at least 90 days before the referendum on 

2 imposition of the tax. is conducted. 

3 (c) The tax must terminate after the improvement designated 

4 under paragraph (b) has been completed. 

5 tdt-A£eer-a-sa±es-eax-±mposed-by-a-po±±e±ea±-sttbd±~±s±on 

6 nas-exp±red-or-been-eerm±naeed7-tne-po±±t±ea±~sttbd±~±s±on-±s 

7 pron±b±eed-£rom-±mpos±ng-a-±oea±-sa±es-eax-£or-a-per±od-o£-one 

8 yearT--Noew±enseand±ng-sttbd±~±s±on-±31-en±s-paragrapn-app±±e•-eo 

9 a±±-±oea±-sa±es-eaxes-±n-e££eee-ae-ene-e±me-o£-or-±mposed-a£eer 

10 May-%61-±999T 

11 [EFFECTIVE DATE.] This section is effective July 1, 2005. 

12 Sec. 37. Minnesota Statutes 2004, section 297A.99, 

13 subdivision 4, is amended to read: 

14 Subd. 4. [TAX BASE.] (a) The tax applies to sales taxable 

15 under this chapter that occur within the political subdivision. 

16 (b) Taxable goods or services are subject to a political 

17 subdivision•s sales tax, if they are per£ormed-e±ener~ 

18 t±t-w±en±n-ene-po±±e±ea±-sttbd±~±s±on,-or 

19 tzt-pare±y-w±en±ri-and-pare±y-w±enotte-ene-po±±e±ea± 

20 sttbd±~±s±on-and-more-o£-ene-ser~±ee-±s-per£ormed-w±en±n-ene 

21 po±±e±ea±-sttbd±~±s±on7-based-on-ene-eose-o£-per£ormanee sourced 

22. to the political subdivision pursuant to section 297A.668. 

23 [EFFECTIVE DATE.] This section is effective for sales made 

24 on or after January 1, 2004. 

25 Sec. 38. Minnesota Statutes 2004, section 297A.99, 

26 subdivision 9, is amended to read: 

27 Subd. 9. [ENFORCEMENT; COL~ECTION; AND ADMINISTRATION.] 

28 (a) The commissioner of revenue shall collect the taxes subject 

29 to this section. The commissioner may collect the tax with the 

30 state sales and use tax. All taxes under this section are 

31 subject to the same penalties, interest, and enforcement 

32 provisions as apply to the state sales and use tax. 

33 (b) A request· for a refund of state sales tax paid in 

-14 excess of the amount of tax legally due includes a request for a 

-35 refund of the political subdivision taxes paid on the goods or 

36 services. The commissioner shall refund to the taxpayer the 
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1 full amount of the political subdivision taxes paid on exempt 

2 sales or use. 

3. (c) A political subdivision shall incur a legal debt to the 

4 state for refunds of local sales taxes made by the commissioner 

5 after a tax has terminated when the amount of the refunds 

6 exceeds the amount of local sales taxes collected for but not 

7 remitted to the political subdivision~ The commissioner of 

8 revenue shall deduct the amount of the debt· from the next 

9 payment scheduled to be made to the political subdivision under 

10 section 273.1384, 273.1398, or sections 477A.Oll to 477A.014. 

11 The commissioner shall deposit the money in the state treasury 

12 and credit it to the general fund. 

13 [EFFECTIVE DATE.] This section is effective for all refunds 

14 made on or after the day following final enactment. 

15 Sec. 39. Minnesota Statutes 2004, section 297A.99, is 

16 amended by.adding a subdivision to read: 

17 Subd. 12a. [NOTIFICATION OF USE TAX.] Any city or county 

18 imposing a local sales and use tax, which maintains an official 

19 web site, must display on its main home page a notice that 

20 residents and businesses in the city or county may owe a local 

21 use tax on purchases of goods and services made outside of the 

22 city or county limits. The notice must provide information, 

23 including a link to any relevant Department of Revenue Web site, 

24 on how the taxpayer may get information and forms necessary for 

25 calculating and paying the tax. If the city or county provides 

26 and bills for sewer, water, garbage collection, or other public 

27 utility services, the billing statement must also include a 

28 notice that residents and businesses may owe a local use tax on 

29 purchases made outside of the city or county limits and provide 

30 information on how the taxpayer may get information and forms 

31 ~ec~ssary for calculating and paying the tax. 

32 [EFFECTIVE DATE.] This section is effective January 1, 2006. 

33 Sec. 40. Minnesota Statutes 2004, section 477A.016, is 

34 amended to read: . 

35 477A.016 [NEW TAXES PROHIBITED.] 

36 No county, city, town or other taxing authority shall 
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l increase a present tax or impose a new tax on sales or incomeL 

2 except as provided in section 297A.981 or section 297A.99, 

3 subdivision la. 

4 [EFFECTIVE DATE.] This section is effective July 1, 2005. 

5 Sec. 41. Laws 1998, chapter 389, article 8, section 43, 

6 subdivision 3, is amended to read: 

7 Subd. 3. [USE OF REVENUES.] Revenues received from the 

8 taxes authorized by subdivisions l and 2 must be used by the 

9 city to pay for the cost of collecting and administering the 

10 taxes and to pay for the following projects: 

11 (1) transportation infrastructure improvements including 

12 both highway and airport improvem~nts; 

13 (2) improvements to the civic center complex; 

~4 (3) a municipal water, sewer, and storm sewer project 

15 .necessary to improve regional· ground water quality; and 

16 (4) construction of a regional recreation and sports center 

17 and assoe±aeed other facilities available for both community and 

18 student use1-~oeaeed-ae-or-adjaeene-eo-ehe-Roeheseer-eeneer. 

19 The total amount of capital expenditures or bonds for these 

20 projects that may be paid from the revenues raised from the 

21 taxes authorized in this section may not exceed $7i,500,000. 

22 The total amount of capital expenditures or bonds for the 

23 project in clause (4) that may be paid from the revenues raised 

4 from the taxes authorized in this section may not exceed 

25 $20,000,000. 

26 [EFFECTIVE DATE; LOCAL APPROVAL.] This section is effective 

27 the day after the governing body of Rochester and its chief 

28 clerical officer timely complete their compliance with Minnesota 

29 Statutes, section 645.021, subdivisions 2 and 3. 

30 Sec .. 42. Laws 2001, First Special Session chapter 5, 

31 article 12, section 95, as amended by Laws 2002, chapter 377, 

32 article 3, section 24, and Laws 2003, First Special Session. 

33 chapter 21, article 8, section l~, is amended to read: 

14 Sec. 95. [REPEALER.] 

JS (a) Minnesota Statutes 2000, sections 297A.61, subdivision 

36 ~6J 297A.68, subdivision 21; and 297A.71, subdivision 2, are 
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1 repealed ~ffective for sales and purchases occurring after June 

2 30, 2001, except that the repeal of section 297A.61, subdivision 

3 16, paragraph (d), is effective fo~- sales and purchases 

4 occurring after July 31, 2001. 

5 (b) Minnesota Statutes 2000, seee±ons section 297A.62, 

6 sub~ivision 2, end-%97A•641-sttbd±~±s±on-%1-ere is repealed 

7 effective for sales and purchases made after December 31, 2005. 

8 (c) Minnesota Statutes 2000, section 297A.71, subdivision 

9 15, is repealed effective for sales and purchases made after 

10 June 30, 2002. 

11 (d) Minnesota Statutes 2000, section- 297A.71, subdivision 

12 16, is repealed effective for sales and purchases occurring 

l3 after December 31, 2002. 

14 [EFFECTIVE DATE.] This section is effective the day 

15 following final enactment. 

16 Sec. 43. Laws 2002, chapter 377, article 3, section 4, the 

17 effective date, is amended· to read: 

18 [EFFECTIVE DATE.] W±eh-ehe-exee~e±on-0£-e%ettse~t%t1-±eem 

19 t±±t7 This section is effective for sales and purchases made 

20 after June 30, 2002. €%ettse-t%t1-±eem-t±±t1-±s-e££eee±~e-£or 

21 se%es-end-~ttreheses-mede-e£eer-C:ttne-391-%66%1-end-e-e£ore-a:enttery 

22 %1-%996. 

23 Sec. 44. [-CITY OF MANKATO; LOCAL SALES TAX EXPIRATION 

24 DATE.] 

25 Notwithstanding any other provision of law or municipal 

26 charter to the contrary, the city of Mankato may by resolution 

27 extend the imposition of the taxes imposed under Laws 1991, 

28 chapter 291, article 8, section 27, subdivisions 1 and 2, as 

29 · needed to pay off existing bonds but no later than December 31, 

30 2018. The proceeds of the fax must be used only to pay off 

31 previously issued bonds authorized under Laws 1991, chapter 291, 

32 article 8, section 27, and Laws 1996i chapter 471, article 2, 

33 section 25, and for renovations and capital improvements of the 

34 original projects funded by the sales tax under these laws. 

35 [EFFECTIVE DATE.] This section is effective the day after 

36 compliance by the city of Mankato with Minnesota Statutes, 
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1 section 645.021, subdivision 3. 

2 Sec. 45. [ST. CLOUD AREA CITIES; SALES AND USE TAX 

3 AUTHORIZED.] 

4 Subdivision 1. [SALES AND USE TAX 

5 AUTHORIZED.] Notwithstanding Minnesota Statutes, sections 

6 297A.99, subdivision 3, paragraph (d), and 477A.016, or any 

7 other provision of law, ordinance, or city charter, the 

8 following cities may, by ordinance, impose a sales and use tax 

9 of one-half of one percent for the purposes specified in 

10 subdivision 2: 

11 (1) the city of St. Cloud, pursuant to the approval of the 

12 city voters at the general election held on November 2, 2004; 

13 (2) the city of St. Joseph, pursuant to the approval of the 

14 city voters at the general election on November 2, 2004; 

15 (3) the city of Waite Park, pursuant to the approval of the 

16 city voters at the general election held on November 4, 2003; 

17 (4) the city of Sartell, pursuant to the approval of the 

18 voters of that· city at the general election held on November 2,. 

19 1999; and 

20 (5) the city of St. Augusta, pursuant to the approval of 

21 the voters of that city at the next general election. 

22 The provisions of Minnesota Statutes, section 297A.99, 

23 except subdivision 3, paragraph (d), govern the imposition, 

24 administration, collection, and enforcement of the tax 

25 authorized under this section, unless specifically provided for 
I 

26 otherwise in another subdivision. 

27 Subd. 2. [USE OF REVENUES.] (a) Revenues received from the 

28 tax authorized by subdivision 1 by the city of St. Cloud must be 

29 used for the cost of collecting and administering the tax and to 

30 pay all or part of the capital or administrative costs of the 

31 development, acquisition, construction, improvement, and 

32 securing and paying debt service on bonds or other obligations 

33 issued to finance the following regional projects as approved by 

34 the voters and specifically detailed in the referendum 

35 authorizing the tax: 

36 (1) St. Cloud Regional Airport; 
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1 (2) regional transportation improvements; 

2 (3) community and aquatics centers; 

3 (4) regional public libraries; and 

4 (5) acquisition and improvement of regional park land and 

5 open space. 

6 (b) Revenues received from the tax authorized by 

7 subdivision 1 by the cities of Waite Park, Sartell, and St. 

8 Augusta must be used for the cost of collecting and 

9 administering the tax and to pay all or part of the capital or 

10 administrative costs of the development, acquisition, 

11 construction, improvement, and securing and paying debt service 

12 on bonds or other obligations issued to fund the projects 

13- specifically approved by the voters at the referendum 

14 authorizing the tax. The portion of revenues from the city 

15 going to fund the regional airport or regional library located 

16 in the city of St. Cloud will be as -required under the 

17 applicable joint powers agreement. 

18 (c) The use of revenues received from the taxe$ authorized 

19 in subdivision 1 for projects-allowed under paragraphs (a) and 

20 (b) are limited to the amount authorized for each project under 

21 the enabling referendum. 

22 Subd. 3. [ST. CLOUD BONDING AUTHORIZED.] (a) The city of 

23 St. Cloud may issue general obligation bonds of up to 

24 $30,000,QOO to.pay for the costs of the regional public library 

25 pursuant to the approval of the projects by the city voters at 

26 'the election held on November 2, 2004. 

27 (b) Each city may issue general obligation bonds for 

28 another project authorized under subdivision 2 without separate 

29 bonding approval at a referendum only if the issuance of bonds 

30 for that project was included in the authorizing question. The 

31 amount of bonds issued for a project is limited to the maximum 

32 amount of local sales ta~ revenues that may be spent on the 

33 project under the authorizing question. 

34 (c) The debt represented by the bonds authorized under this 

35 subdivision must not be included in computing any debt 

36 limitations applicable to the city, and the levy of taxes 
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1 required by Minnesota Statutes, section 475.61, to pay the 

2 principal or any interest on the bonds must not be subject to 

3 any levy limitations or be included in computing or applying any 

4 levy limitation applicable to the city. 

5 Subd. 4. [TERMINATION OF TAX.] (a) The tax imposed in the 

6 cities of St. Joseph and St. Cloud under subdivision 1 expires 

7 when the city council determines that sufficient funds have been 

8 collected from the tax to retire or redeem the bonds and 

9 obligations authorized under subdivision 2, paragraph (a), but 

10 no later than 11 years after the date the tax is first imposed. 

11 (b) The tax imposed in the city of Waite Park expires July 

12 1, 2007. Any funds remaining after completion of the projects 

13 specified in subdivision 2 and retirement or redemption of the 

14 bonds may be placed in the general fund of the city. The tax 

15 imposed in the city of St. Augusta expires five years after it 

16 is first imposed. Any funds remaining after completion of the 

17 projects specified in subdivision 2 and retirement or redemption 

18 of the bonds may be placed in the general fund of the city. 

19 Each tax imposed under subdivision 1 may expire at an earlier 

20 time if the city so determines by ordinance. The cities may 

21 extend the tax beyond the dates in this paragraph upon 

22 additional approval of the voters at a subsequent referendum. 

23 The tax may not be extended beyond the number of years allowed 

24 in paragraph (a). The tax imposed in the city of Sartell 

25 expires December 31, 2006. 

26 [EFFECTIVE DATE.] This section is effective for the city 

27 that approves it. the day after compliance by the governing body 

28 of each city with Minnesota Statutes, section 645.021, 

29 subdivision 3, for sales and purchases made on and after January 

30 1, 2006. Spending may not occur for the purposes authorized in 

31 subdivision 2 nor may bonds be issued under subdivision 3 until 

32 January 1, 2006. 

33 Sec. 46. [CITY OF BEMIDJI; LOCAL SALES TAX.] 

34 .Notwithstanding Minnesota Statutes, sections 297A.99 and 

35 477A.03, or any other provision of law, ordinance, or charter to 

36 the contrary, the city of Bemidji may impose a sales tax 
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1 pursuant to the approval of the city voters at a.general 

2 election on November 5, 2002. Revenues from the tax must. be 

3 used for the cost of collecting and administering the tax and to 

4 pay all or part of the capital and administrative costs of the 

5 acquisition, construction, improvement, and development of parks 

6 and trails within the city, as provided for .in the city of 

7 Bemidji's parks, open space, and trail system plan, adopted by 

8 the-Bemidji city council on November 21, 2001. Authorized 

9 expenses include, but are not limited to, acquiring property, 

10 paying construction expenses related to the development of these 

11 facilities and improvements, and securing and paying any debt 

12 service on bonds or other obligations issued to finance 

13 acquisition, construction, improvement, or development of parks 

14 and trails within the city of Bemidji. All other provisions of 

15 section 297A.99 not in conflict with the provisions of this 

16 section shall apply to the imposition, collection, 

17 administration, and use of revenues from this tax. 

18 [EFFECTIVE DATE.] This section is effective the day after 

19 compliance by the city of Bemidji with Minnesota Statutes, 

20 section 645.021, subdivision 3. 

21 Sec. 47. [CITY OF ROCHESTER; LOCAL SALES TAX EXPIRATION 

22 DATE.] 

23 Notwithstanding Minnesota Statutes, section 297A.99, or any 

24 other provision of l~w or municipal charter to the contrary, the 

25 city of Rochester may by resolution extend the taxes imposed 

26 under Laws 1998, chapter 389, article 8, section 43, until 

27 December 31, 2014. This extension of the imposition of taxes 

28 shall occur notwithstanding either of the total amount 

29 limitations on capital expenditures or bonds specified in Laws 

30 1998, chapter 389, article 8, section 43. The proceeds of the 

31 tax must be used for the purposes authorized under that law and 

32 for regional highway infrastructure improvements jointly 

33 undertaken with Olmsted County. The city and the county may 

34 issue general obligation bonds for the purposes authorized under 

35 this section. The county may issue general obligation bonds in 

36 . an amount not exceeding the amount of sales tax revenue 
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1 anticipated to be received from the city~ The city may issue 

2 additional general obligation bonds, above the amount allowed 

3 under Laws 1988, chapter 389, article 8, section 43, equal to 

4 the difference between the amount of additional local sales tax 

5 raised under this section and the amount anticipated to be given 

6 to the county. No election is required for the issuance of 

7 bonds under this subdivision, other than the election ~eld by 

8 the city on June 23, 1998. The bonds shall not be included as 

9 net debt of the city or the county. 

10 [EFFECTIVE DATE.] This section- is effective the day after 

11 compliance by the city of Rochester with Minnesota Statutes, 

12 section 645~021, subdivisions 2 and 3. 

13 Sec. 48. [REPEALER.] 

Minnesota Rules, parts 8130.0110, subpart 4; 8130.0200, 

subparts 5 and 6; 8130.0400, subpart 9; 8130.1200, subparts 

and 6; 8130.2900; 8130.3100, subpart l; 8:130.4000, subparts 

5 

1 

14 

15 

16 

17 and 2; 8130.4200, subpart l; 8130.4400, subpart 3; 8130.5200; 

18 8130.5600, subpart 3; 8130.5800, subpart 5; 8130.7300, subpart 

19 5; and 8130.8800, subpart 4, are repealed. 

20 [EFFECTIVE DATE.] This section is effective the.day 

21 following final enactment. 

22 ARTICLE 8 

23 SPECIAL TAXES AND FEES 

24 Section 1. Minnesota Statutes 2004, section 240.30, is 

25 amended by adding a subdivision to read: 

26 Subd. 11. [FRANCHISE FEE.] As a condition of operating a 

27 card club under this section, the licensee must pay a fee to.the 

28 commission equal to 15 percent of the gross· revenues, less any 

29 refunds, for charges imposed under subdivision 4. Payment, 

30 collection, and administration of the fee must be made in the 

31 same manner and under the terms provided under section 240.15 

32 for the tax on pari-mutuel pools. Th~ commission shall deposit 

33 all of the revenues from the fee in the state treasury and 

34 amounts deposited must be credited to the general fund. The 

35 amount of the fee under this subdivision does not reduce the 

36 obligation to set aside revenues from the card club under 
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1 section 240.135. 

2 [EFFECTIVE DATE~] This section is effective for charges and 

3 revenues received after June 3-0, 2005. 

4 Sec. 2. Minnesota Statutes 2004, section 287.04, is 

5 amended to read: · 

6 287.04 [EXEMPTIONS.] 

7 The tax: imposed by section 287.035 does not apply to: 

8 (a) A decree of marriage dissolution or an instrument made 

9 pursuant to it. 

10 (b) A mortgage given to correct a misdescription of the 

11 mortgaged property. 

12 (c) A mortgage or other instrument that adds additional 

13 security for the same debt for which mortgage registry tax has 

14 been paid. 

15 (d) A contract for the conveyance of any interest in real 

16 property, including a contract for deed. 

17 (e) A mortgage secured by real property subject to the 

18 minerals production tax of sections 298.24 to 298.28. 

19 (f) The principal amount of a mortgage loan made under a 

20 low and moderate income or other affordable housing program, if 

21 the mortgagee is a federal, state, or local government agency. 

22 {g) Mortgages granted by fraternal benefit societies 

23 subject to section 64B.24. 

24 {h) A mortgage amendment or extension, as defined in 

25 section 287.01. 

26 (i) An agricultural mortgage if the proceeds of the loan 

27 secured by the mortgage are used to acquire or improve real 

28 property classified under section 273.13, subdivision 23, 

29 paragraph (a), or (b), clause (1), (2), or (3). 

30 (j) A mortgage on an armory building as set forth in 

31 section 193.147. 

32 [EFFECTIVE DATE.] This section is effective the day 

33 following final enactment.· 

34 Sec. 3. Minnesota Statutes 2004, section 295.52, 

35 subdivision 4, is amended to read: 

36 Subd. 4. [USE TAX; PRESCRIPTION DRUGS.] {a) A person that 

Article 8 Section 3 270 



HF785 THIRD ENGROSSMENT [REVISOR BT H0785-.3 

1 .receives prescription drugs for resale or use in Minnesota, 

2 other than from a wholesale diug.distributor that is subject to 

3 tax under subdivision 3, is subject to a tax equal to the price 

4 paid to the wholesale drug distributor multiplied by the tax 

5 percentage specified in this section. Liability for the tax is 

6 incurred when prescription drugs are received or delivered in 

7 Minnesota by the person. 

8 (b) A person that receives prescription drugs for use in 

9 Minnesota from a nonresident pharmacy required to be registered 

10 under section 151.19 is subject to a tax equal to the price paid 

11 by the nonresident pharmacy to the wholesale drug distributor or 

l~ the price received by the nonresident pharmacy, whichever is 

13 lower, multiplied by the tax percentage specified in this 

14 section. Liability for the tax is incurred when prescription 

15 drugs are received in Minnesota by the person. 

16 (c) A tax imposed under this subdivision does not apply to 

17 purchases by an individual for personal use or consumption. 

18 [EFFECTIVE DATE.] This section is effective for purchases 

19 made after June 30, 2005. 

20 Sec. 4. Minnesota Statutes 2004, section 295.53, 

21 subdivision 1, is amended to read: 

22 Subdivision 1. [EXEMPTIONS.] (a) The following payments 

23 are ·excluded from the gross revenues subject to the hospital, 

24 surgical center, or health care provider taxes under sections 

25 295.50 to 295.59: 

26 (1) payments received for services provided under the 

27 Medicare program, including payments received from the 

28 government, and organizations governed by sections· 1833 and 1876 

29 of title XVIII of the federal Social Security Act, United States 

30 Code, title 42, section 1395, and enrollee deductibles, 

31 coinsurance, and co-payments, whether paid by the Medicare 

32 enrollee or by a Medica~e supplemental coverage as defined in 

33 section 62A.011, subdivision 3, clause (10), or by Medicaid 

34 payments under title XIX of the federal Social Security Act. 

35 Payments for services not covered by Medicare are taxable; 

36 (2) payments received for home health care services; 
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1 (3) payments received from hospitals or surgical centers 

2 for goods and services on which liability for tax is imposed 

3 under section 295. 52 or the source ··Of funds for the payment is 

4 exempt under clause ( 1) , ( 7) , ( 10) , or ( 14) ; 

5 (4) payments received from health care providers for goods 

6 and services on which liability for tax is imposed under this 

7 chapter or the source of funds for the payment is exempt under 

8 clause (1), (7), (10), or (14); 

9 (5) amounts paid for legend drugs, other than nutritional 

10 products, to a wholesale drug distributor who is subject to tax 

11 under section 295.52, subdivision 3, reduced by reimbursements 

12 received for legend drugs otherwise exempt under this chapter; 

13 (6) payments received by a health care provider or the 

14 wholly owned subsidiary of a health care provider for care 

15 provided outside Minnesota; 

16 (7) payments received from the chemical dependency fund 

17 under chapter 254B; 

18 (8) payments received in the nature of charitable donations 

19 that are not designated for providing patient services to a 

20 specific individual or group; 

21 (9) payments received for providing patient services 

22 incurred through a.formal program of health care research 

23 ·conducted in conformity with.federal regulations governing 

24 research on human subjects. Payments received from patients or 

25 from other persons paying on behalf of the patients are subject 

26 to tax; 

27 (10) payments received from any governmental agency for 

28 services benefiting the public, not including payments made by 

29 the government in its capacity as an employer or insurer or 

30 payments made by the government for services provided under 

31 

32 

general assistance medical care, the MinnesotaCare program, or 

the medical assistance program governed by title XIX of the 

33 federal Social Security Act, United States Code, title 42, 

34 sections 1396 to 1396v; 

35 (11) government payments received by the commissioner of 

36 human services for state-operated services; 
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1 (12) payments received by a health care provider for 

2 hearing aids and related equipment or prescription eyewear 

3 delivered outside of Minnesota; 

4 (13) payments received by an educational institution from 

5 student tuitioni student activity fees, health care service 

6 fees, government appropriations, donations, or grants, and for 

7 services identified in and provided under an individualized 

8 education plan as defined in section 256B.0625 or Code of 

9 Federal Regulations, chapter 34, section 300.340(a). Fee for 

10 service payments and payments for extended coverage are taxable; 

11 and 

12 (14) payments received under the federal Employees Health 

13 Benefits Act, United States Code, title 5, section 8909(f), as 

14 amended by the Omnibus Reconciliation Act of 1990. Enrollee 

15 deductibles, coinsurance, and co-payments are subject to tax; 

16 and 

17 (15) payments received under the federal Tricare program, 

18 Code of Federal Regulations, title 32, section 199.l7(a)(7). 

19 Enrollee deductibles, coinsurance, and co-payments are subj.ect 

20 to tax. 

21 (b) Payments received by wholesale drug distributors for 

22 legend drugs sold directly to veterinarians or veterinary bulk 

23 purchasing organizations are excluded from the gross revenues 

24 subject to the wholesale drug distributor tax under sections 

25 295.50 to 295.59. 

26 

27 

28 

29 

- 30 

31 

32 

33 

34 

35 

-36 

[EFFECTIVE DATE.] The change made to paragraph (a), clause 

(14), of this section is effective for enrollee deductibles, 

coinsurance, and co-payments received under the federal 

Employees Health Benefits Act on or after the day following 

final enactment. Paragraph (a), clause (15), is effective for 

gross revenues received under the federal Tricare program after 

December 31, 2004. 

Sec. 5.- Minnesota Statutes 2004, section 295.582, is 

amended to read: 

295.582 [AUTHORITY.] 

Subdivision 1. [TRANSFER TO THIRD-PARTY PURCHASERS.] .Ca) A 
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1 hospital, surgical center, or health care provider that is 

2 subject to a tax under section 295.52, or a pharmacy that has 

3 paid additional expense transferred under this section by a 

4 wholesale drug distributor, may transfer additional expense 

5 generated by section 295.52 obligations on to all third-party 

6 contra6ts for the purchase of health care services on behalf of 

7 a patient or consumer. The additional expense transferred to 

8 the third-party purchaser must not exceed the tax percentage 

9 specified in section 295.52 multiplied against the gross 

10 revenues received under the third-party contract, and the tax 

11 percentage specified in section 295.52 multiplied against 

12 co-payments ·and deductibles paid by the indivi.dual patient or 

13 consumer. A health care provider who chooses to transfer the 

14 tax specified in section 295.52 may itemize the tax on·patient 

15 billings. The expense must not be generated on revenues derived 

16 from payments that are excluded from the tax under section 

17 295.53. All third-party purchasers of health care services 

18 including, but not limited to, third-party purchasers regulated 

19 under chapter 60A, 62A, 62C, 620, 62H, 62N, 64B, 65A, 65B, 79, 

20 or 79A, or under section 471.61 or 471.617, and a pharmacy 

21 benefits manager must pay the transferred expense in addition to 

22 any payments due under existing contracts with the hospit~l, 

23 surgical center, pharmacy, or health care provider, to the 

24 extent allowed under federal law. A third-party purchaser of 

25 health care services includes, but is not limited to, a health 

26 carrier or community integrated service network that pays for 

27 health care services on behalf of patients or that reimburses, 

28 indemnifies, compensates, or otherwise insures patients for 

29 health care services and for purposes of this section, a 

30 pharmacy benefits manager means an entity that performs pharmacy 

31 benefits management. A third-party purchaser shall comply with 

32 this section regardless of whether the third-party purchaser is 

33 a for-profit, not-for-profit, or nonprofit entity or whether the 

34 health care provider has chosen to itemize the tax on patient 

35 billings. If the third-party purchaser's contract limits 

36 provider payment to a specified amount, such as an usual and 
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1 customary fee schedule, the third-party purchaser must still pay 

2 the tax transferred or itemized by a health care provider based 

3 upon the contractual fee. A third-party purchaser is also 

4 responsible for reimbursing providers for the percentage tax 

5. levied on co-payments or deductibles paid by the insured. A 

6 wholesale drug distributor may transfer additional expense 

7 generated by section 295.52 obligations to entities that 

8 purchase from the wholesaler, and the entities must pay the 

9 additional expense. Nothing in thi~ section limits the ability 

10 of a hospital, surgical center, pharmacy, wholesale drug 

11 distributor, or health care provider to recover all or part of 

12 the section 295.52 obligation by other methods, including 

13 _increasing fees or charges. Nothing in this section prohibits a 

14 pharmacy from passing on additional fees or charges to a 

15 pharmacy benefits manager. 

16 (b) Each third-party purchaser regulated under any chapter 

17 cited in paragraph (a) shall include with its annual renewal for 

18 certification of authority or licensuie documentation indicating 

19 compliance with paragraph (a). The documentation must include 

20 information relating to a third-party purchaser's means for 

21 compliance with paragraph (a) for health care providers who 

22 itemize the tax on patient billings. 

23 (c) Any hospital, surgical center, or health care provider 

24 subject to a tax under section 295.52 or a pharmacy that has 

25 paid additional expense transferred under this section by a 

26 wholesale drug distributor may file a complaint with the 

27 commissioner responsible for regulating the thi_rd-party 

28 purchaser if at any time the third-party purchaser fails to 

29 comply with paragraph (a). 

30 (d) If the commissioner responsible for regulating the 

31 third-party purchaser finds at any time that the third-party 

32 purchaser has not complied with paragraph (a), the commissioner 

33 may take enforcement action against a third-party purchaser 

34 which is subject to the commissioner's regulatory jurisdiction 

35 and which does not allow a hospital, surgical center, pharmacy, 

36 or provider to pass-through the tax. The commissioner may by 
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1 order fine or censure the third-party ~urchaser or revoke or 

2 suspend the certificate of authority or license of the 

3 third-party purchaser to do business in this state if the 

4 commissioner f.inds that the third-party purchaser has not 

5 complied with this section. The third-party purchaser may 

6 appeal the commissioner's order through a· contested case hearing 

7 in accordance with chapter .14. 

8 Subd. 2. [WHOLESALE DRUG DISTRIBUTOR TAX; AGREEMENT.] A 

9 contracting agreement between a health plan company or a 

10 pharmacy benefits manager and a resident or nonresident pharmacy 

11 registered under chapter 151, may not prohibit: 

12. (1) a pharmacy that has paid additional expense transferred 

13 under this section by a wholesale drug distributor from 

14 exercising its option under this section to transfer such 

15 additional expenses generated by the section 295.52 obligations 

16 on to the health plan company, a pharmacy benefits manager, or· a 

17 third-party purchaser; or 

18 (2) a pharmacy that is subject to tax under section 295.52, 

19 subdivision 4, from exercising its option under this section to 

20 recover all or part of the section 295.52 obligations from the 

21 health plan company, a pharmacy benefits manager, or a 

22 - third-party purchaser by other methods, including increasing 

23 fees or charges. 

24 Sec.·6. Minnesota Statutes 2004, section 295.60, 

25 subdivision 3, is amended to read: 

26 Subd. 3. [PAYMENT.] (a) Each furrier shall make estimated 

27 payments of ~he taxes for the calendar year in quarterly 

28 installments to the commissioner by April 15, July 15, October 

29 15~ and January 15 of the following calendar year. 

30 (b) Estimated tax payments are not required if: 

31 (1) the tax for the current calendar year is less than 

32 $500; or 

33 (2) the tax for the previous calendar year is less than 

34 $500, if the taxpayer had a tax liability and was doing business 

35 the entire year. 

36 (c) Underpayment of estimated installments bear interest at 
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1 the rate specified in section 270.75, from the due date of the 

2 payment until paid or until the due date of the annual return, 

3 whichever comes first.· An underpayment of an estimated 

4 installment is the differe~ce between the amount paid and the 

5 lesser of (1) 9S-~ereefte-o£-ofte-qttareer-o£-ene-eax-£or-ene 

6 ea±eftoar-year the tax for the actual gross revenues received 

7 during the quarter, or (2) one-quarter of the total tax for the 

8 previous calendai year if the taxpay~r had a tax liability and 

9 was doing business the entire year. 

10 [EFFECTIVE DATE.] This section is effective for gross 

11 revenues received after December 31, 2004. 

12 Sec. 7. [295.75] [LIQUOR GROSS RECEIPTS TAX.] 

13 Subdivision 1. [DEFINITIONS.] (a) For purposes of this 

14 section, the following terms have the meanings given. 

15 (b) "Commissioner" means the commissioner of revenue. 

16 (c) "Gross receipts" means the total amount received, in 

17 money or by barter or exchange, for all liquor sales at retail 

18 ·as measured by the sales price,_ but does not include any taxes 

19 imposed directly on the consumer that are.separately stated on 

20 the invoice, bill of sale, or similar document given to the 

21 purchaser. 

22 (d) "Liquor" means: 

23 (1) intoxicating liquor, as defined in section 340A.101, 

24 subdivision 14; 

25 (2) beverage containing intoxicating liquor; and 

26 (3) 3.2 percent malt liquor, as defined in section 

27 340A.101, subdivision 19, when sold at an on-sale or off-sale 

28 municipal liquor store or other establishment licensed to sell 

29 any type of intoxicating liquor. 

30 (e) "Liquor retailer" means a retailer that sells liquor. 

31 (f) "Retail sale" has the meaning given in section 297A.61, 

32 subdivision 4. 

33 Subd. 2. [GROSS RECEIPTS TAX IMPOSED.] A tax is imposed on 

34 each liquor retailer equal to 2.5 percent of gross receipts from 

35 retail sales in Minnesota of liquor. 

36 Subd. 3. [USE TAX IMPOSED; CREDIT FOR TAXES PAID.] (a) A 
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1 person that receives liquor for use or storage in Minnesota, 

2 other than from a liquor retailer that paid the tax under 

3 subdivision 2, is subject to tax at the rate imposed under 

4 subdivision 2. Liability for the tax is incurred when the 

5 person has possession of the liquor in Minnesota. The tax must 

6 

7 

8 

9 

10 

11 

12 

13 

14 

be remitted to the ·commissioner in the same manner prescribed 

• I 

for the taxes imposed under chapter 297A. 

(b) A person that has paid taxes to another jurisdiction on 

the same transaction and is subject to tax under this section is 

entitled to a credit for the tax legally due and paid to another 

jurisdiction to the extent of the lesser of (1) the tax actually 

paid to the other jurisdiction, or (2) the amount of tax imposed 

by Minnesota on the transaction subject to tax in the other 

jurisdiction. 

15 Subd. 4. [TAX COLLECTION REQUIRED.] A liquor retailer with 

16 nexus in Minnesota, who is not subject to tax under· subdivision-

17 2, is required to collect the tax imposed ·under subdivision 3 

18 from the purchaser of the liquor and give the purchaser a 

19 receipt for the tax paid. The tax collected must be remitted to 

20 the commissioner in the same manner prescribed for the taxes 

21 imposed under chapter 297A. 

22 Subd. 5. [TAXES PAID TO ANOTHER JURISDICTION; CREDIT.] A 

23 liquor retailer that has paid taxes to another jurisdiction 

24 measured by gross receipts and is subject to tax under this 

25 section on the same gross receipts is entitled to a credit for 

26 the tax legally due and paid to another jurisdiction to the 

27 extent of the lesser of (1) the tax actually paid to the other 

28 jurisdiction, or (2) the amount of tax imposed by Minnesota on 

29 the gross receipts subject ~o tax in the other taxing 

30 jurisdictions. 

31 Subd. 6. [EXEMPTIONS.] All of the exemptions applicable to 

32 the taxes imposed under chapter 297A are applicable to the taxes 

33 imposed under this section. 

34 Subd. 7. [SOURCING OF SALES.] All of the provisions of 

35 section 297A.668 apply to the taxes imposed by this section. 

36 Subd. 8. [PAYMENT; REPORTING.] A liquor retailer shall 
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1 report the tax on a return prescribed by the commissioner of 

2 revenue, and shall remit the tax with the return. The return 

3 and the tax must be filed and paid-- using the filing cycle and 

4 due dates provided for taxes imposed under chapter 297A. 

5 Subd. 9. [ADMINISTRATION.] Unless specifically provided 

6 otherwise by this section, the audit, assessment, refund, 

7 penalty, interest, enforcement, collection remedies, appeal, and 

8 administrative provisions of chapters 270 and 289A that are 

9 applicable to taxes imposed under chapter 297A apply to taxes 

10 imposed under this section. 

11 Subd. 10. [INTEREST ON OVERPAYMENTS.] Interest must be 

12 paid on an overpayment refunded or credited to the taxpayer from 

13 the date of payment of the tax until the date the refund is paid 

14 or credited. For purposes of this subdivision, the date of 

15 payment is the due date of the return or the date of actual 

16 payment of the tax, whichever is later. 

17 Subd. 11. [DEPOSIT OF REVENUES.] The commissioner shall 

18 deposit all revenues, including penalties and interest, derived 

19 from the tax ·imposed by this section in the general fund. 

20 [EFFECTIVE DATE.] This section is effective for sales and 

21 purchases occurring on or after January 1, 2006. 

22 Sec. 8. Minnesota Statutes 2004, section 296A.22, is 

23 amended by adding a subdivision to read: 

24 Subd. 9. [ABATEMENT OF PENALTY.] (a) The commissioner may 

25 by written order abate any penalty imposed under this section, 

26 if in the commissioner's opinion there is reasonable cause to do 

27 so. 

28 (b) A request for abatement of penalty must be filed with 

29 the commissioner within 60 days of the date the notice stating 

30 that a penalty has been imposed was mailed to the taxpayer's 

31 last known address. 

32 {c) If the commissioner issues an order denying a reguest 

33 for abatement of penalty, the taxpayer may file an 

34 administrative appeal as provided in section 296A.25 or appeal 

35 to Tax Court as provided in section 271.06. If the commissioner 

36 does not issue an order on.the abatement reguest within 60 days 
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1 from the date the request is received, the taxpayer may appeal 

2 to Tax Court as provided in section 271.06. 

3 [EFFECTIVE DATE.] This section is effective for penalties 

4 imposed on or after the day following final enactment. 

5 Sec. 9. Minnesota Statutes 2004, section 297E.Ol, 

6 subdivision 5, is amended to read: 

7 Subd. 5. [DISTRIBUTOR.] "Distributor" means a distributor 

8 as defined in section 349.12, subdivision 11, or a person or 

9 linked bingo game provider who markets, sells, or provides 

10 gambling product· to a person or entity for resale or u~e at the 

11 retail level. 

12 [EFFECTIVE DATE.] This section is effective the day 

13 following final enactment. 

14 Sec. 10. Minnesota Statute~ 2004~ section 297E.Ol, 

15 subdivision 7, is amended to read: 

16 Subd. 7. [GAMBLiNG PRODUCT.] "Gambling product" means 

17 bingo hard cards, bingo paper,-o~ sheets, or linked bingo paper 

18 sheets; pull~tabs; tipboards; paddletickets and paddleticket 

19 cards; raffle tick~ts; or any other ticket, card, board, 

20 placard, device, or token that represents a chance, for which 

21 consideration is paid, to win a prize. 

22 [EFFECTIVE DATE.] This section is effective the day 

23 following final enactment. 

24 Sec. 11. Minnesota Statutes 2004, section 297E.Ol, is 

25 amended by adding a subdivision to read: 

26 Subd •. 9a. [LINKED BINGO GAME.] "Linked bingo game" means a 

27 bingo game played at two or more locations where licensed 

28 organizations are authorized to,conduct bingo, when there is a 

29 common prize pool and a common selection of numbers or symbols 

30 conducted at one location, and when the results of the selection 

31 are transmitted to all participating locations by satellite, 

32 telephone, or other means by a linked bingo game provider. 

33 [EFFECTIVE DATE.] This section is effectiv·e the day 

34 following final enactment. 

35 Sec. 12. Minnesota Statutes 2004, section 297E.Ol, is 

36 amended by adding a subdivision to read: 
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1 Subd. 9b. [LINKED BINGO GAME PROVIDER.] "Linked bingo game 

2 provider" means any person who provides the means to link bingo 

3 prizes in a linked bingo game, who·· provides linked bingo paper 

4 sheets to the participating organizations, who provides linked 

5 bingo prize management, and who provides the linked bingo game 

6 system. 

7 [EFFECTIVE DATE.] This section is effective the day 

8 following final enactment. 

9 Sec. 13. Minnesota Statutes 2004, section 297E.06, 

10 subdivision 2, is amended to read: 

11 Subd. 2. [BUSINESS RECORDS.] An organization shall 

12 maintain records supporting the gambling activity reported to 

-,13 the commissioner. Records include, but are not limited to, the 

14 following items: 

15 (1) all winning and unsold tickets, cards, or stubs for 

16 pull-tab, -tipboard, paddlewheel, and raffle games; 

17· (2) all reports and statements, including checker's 

18 records, for each bingo occasion; 

19 (3) all cash journals and ledgers, deposit slips, register 

20 tapes, and bank statements supporting gambling activity 

21 receipts; 

22 (4) all invoices that represent purchases of gambling 

23 product; 

24 (5) all canceled checks or copies of substitute checks as 

25 defined in Public Law 108-100, section 3, check recorders, 

26 journals and ledgers, vouchers, invoices, bank statements, and 

27 other documents supporting gambling activity expenditures; and 

28 (6) all organizational meeting minutes. 

29 All records required to be kept by this section must be 

30 preserved by the organization for at least 3-1/2 years and may 

31 be inspected by the commissioner of revenue at any reasonable 

32 time without notice or ~ search warrant. 

33 [EFFECTIVE DATE.] This section is effective July 1, 2005. 

34 Sec. 14. Minnesota Statutes 2004, section 297E.07, is 

35 amended to read: 
' 

36 297E.07 [INSPECTION RIGHTS.] 
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·1 At any reasonable time, without notice and without a search 

2 warrant, the commissioner may enter a place of business of a 

3 manufacturer, distributor, Of organization, or linked bingo game 

4 provider; any site from which pull-tabs or tipboards or other 

5 gambling equipment or gambling product are.being manuf.actured, 

6 stored, or s.old; or: any site at which lawful gambling is being 

7 conducted, and inspect the premises, books, records, and other 

8 documents required to be kept under this chapter to determine 

9 whether or not this chapter is being fully complied with. ·rf 

10 the commissioner is denied free access to or is hindered or 

11 interfered with in making an inspection of the place of 

12 business, books, or records, the permit of the distributor may 

13 be revoked by the commis~ioner, and the license of the 

14 manufacturer, the distributor, Of the organization, or linked 

15 bingo game provider may be revoked by the board. 

16 [EFFECTIVE DATE.] This section is effective the day 

17 following final enactment. 

18 ·Sec. 15. Minnesota Stat~tes 2004, section 297F.08, 

19 subdivision 12, is amended to read: 

20 Subd. 12. [CIGARETTES IN INTERSTATE COMMERCE.] (a) A 

21 person may not transport or cause to be transported from this 

22 state cigarettes for sale in another state without first 

23 affixing to the cigarettes the stamp required by the state in 

24 which the cigarettes are to be sold or paying any other excise 

25 tax on the cigarettes imposed ·by the state in which the 

26 cigarettes are to be sold. 

27 (b) A person may not affix to cigarettes the stamp required 

28 by another state or pay any other excise tax on the cigarettes· 

29 imposed by another state if the other state prohibits stamps 

_ 30 from being affixed to the cigarettes, prohibits the payment of 

31 any other excise tax on the cigarettes, or prohibits the sale of 

32 the cigarettes. 

---- 33 ( c) Not. later than 15 days after the end of each calendar 

34 quarter, a person who transports or causes to be transported 

35 from this state cigarettes for sale in another state shall 

-36 submit to the commissioner a report identifying the quantity and 
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1 style of each brand of the cigarettes transported or caused to 

2 be transported in the preceding calendar quarter, and the name 

3 and address of each recipient of the cigarettes. This reporting 

4 requirement only applies to cigarettes manufactured by companies 

5 that are not original or subsequent participating manufacturers 

6 in the Master Settlement Agre~ment with other states. 

7 (d) For purposes of this section, "person" has the meaning 

8 given in section 297F.Ol, subdivision 12. Person does not 

9 include any common or contract carrier, or public warehouse that 

10 is not owned, in whole or in part, directly or indirectly by 

11 such person, and does not include a manufacturer that has 

12 eneered-inee is an original or subsequent participating 

13 manufacturer in the Master Settlement Agreement with other 

14 states. 

15 [EFFECTIVE.DATE.] This section is effective the day 

16 following final enactment. 

17 Sec. 16. Minnesota Statutes 2004, section 297F.08, is 

18 amended by adding a subdivision to read: 

19 Subd. 13. [BOND.] The commissioner may require the 

20 furnishing of a corporate surety bond or a certified check in an 

21 amount suitable to guarantee payment of the tax stamps purchased 

22 by a distributor. The bond or certified check may be required 

23 when the commissioner determines that a distributor is (1) 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

-36 

delinquent in the filing of any return required under this 

chapter, or (2) delinquent in the payment of any uncontested tax 

liability under this chapter. The distributor shall furnish the 

bond or certified check for a period of two years, after which, 

if the distributor has not been delinquent in the filing of any 

returns required under this chapter, or delinquent in the paying 

of any tax under this chapter, a bond or certified check is no 

longer required. The commissioner at. any time may apply the 

bond or certified check to any unpaid taxes or fees, including 

interest and- penalties, owed to the department by the 

distributor. 

[EFFECTIVE DATE.] This section is effective the day 

following final enactment. 
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1 Sec. 17. Minnesota Statutes 2004, section 297F.09, 

2 subdivision 1, is amended to read: 

3 Subdivision 1. [MONTHLY RETURN; CIGARETTE DISTRIBUTOR.] On 

4 or before the 18th day of each calendar month,\ a distributor 

5 with a pla~e of business in this state shall file a return with 

6 the commissioner showing the quantity of cigarettes manufactured 

7 or brought in from outside the state or purchased during the 

8 preceding calendar month and the quantity of cigarettes sold or 

9 otherwise disposed of in this state and outside this state 

10 during that month. A licensed,distributor outside this state 

11 shall in like manner file a return showing the quantity of 

12 cigarettes shipped or transported into this state during the 

13 preceding calendar month. Returns must be made in the form and 

14 manner prescribed by the commissioner and must contain any other 

15 information required by the commissioner. The return must be 

16 accompanied by a remittance for the full unpaid tax liability 

17 shown by it. ~he-reettrn-£or-ehe-May-i±ab±i±ey-and-85-~ereene-o£ 

18 ebe-ese±maeed-attfte-i±ab±i±ey-±s-dtte-on-ehe-daee-~aymene-0£-ehe 

19 eax-±s-dtte• For distributors subject to the accelerated tax 

20 payment requirements in subdivision 10, the return for the May 

21 liability is due two business days before June 30th of the year 

22 and the return for the June liability is due on or ,before August 

23 18th of the year. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 ·following final enactment. 

26 Sec. 18. Minnesota Statutes 2004, section 297F.09, 

27 subdivision 2, is amended to read: 

28 Subd. 2. [MONTHLY RETURN; TOBACCO PRODUCTS DISTRIBUTOR.] 

29 On or before the 18th day of each calendar month, a distributor 

30 with a place of business in this state shall file a return with 

31 the commissioner showing the quantity and wholesale sales price 

32 of each tobacco product: 

33 (1) brought, or caused to be brought, into this state for 

34 sale; and 

35 (2) made, manufactured, or fabricated in this state for 

36 sale in this state, during the preceding calendar month. 
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1 Every licensed distributor outside this state shall in like 

2 manner file a return showing the quantity and wholesale sales 

3 price of each tobacco product shipped or transported to 

4 retailers in this state to be sold by those retailers, during 

5 the preceding calendar month. Returns must be made. in the form 

6 and manner prescribed by the commissioner and must contain any 

7 other information required by the commissioner. The return must 

8 be accompanied by a remittance for the full tax liability 

9 shown. ~ne-reettrft-£or-ene-May-%±ab±%±ey-aftd-85-pereefte~o£-ene 

10 ese±maeed-attfte-%±ab±%±ey-±s-dtte-oft-ene-daee-paymefte-o£-ene-eax 

11 is-dtte• For distributors subject to the accelerated tax payment 

12 requirements in subdivision 10, the return for the May liability 

13 is due two business days before June 30th of the year and the 

14 return for the June liability is due on or before August 18th of 

15 the year. 

16 [EFFECTIVE DATE.] This section is effective the day 

17 following final enactment .. 

18 Sec. 19. Minnesota Statutes 2004, section 297F.14, 

19 subdivision 4, is amended to read: 

20 Subd. 4. [BAD DEBT.] ~ne-eommiss±ofter-may-adope-rtt%es 

21 providiftg-a-re£ttftd-o£-ene-eax-pa±d-ttftder-en±s-enapeer-±£-ene-eax 

22 pa±d-qtta%±£ies-as-a-bad-debe-ttftder-seeeioft-%66tat-o£-ene 

23 ~fteerfta%-Revefttte-eode. For any reporting period, a taxpayer may 

24 offset against taxes payable under this chapter the amount of 

25 taxes previously paid under this chapter that is attributable to 

26 a bad debt. The taxes must have been included in a transaction 

27 the consideration for which was a debt owed to the taxpayer and 

28 which became uncollectible, but only in proportion to the 

29 portion of debt that became uncollectible. To qualify for 

30 offset under this subdivision, the debt must have qualified as a 

31 bad debt under section 166(a) of the Internal Revenue Code. The 

32 taxpayer may claim the offset within the time period prescribed: 

33 in section 297F.17, subdivision 6. If the taxpayer is no longer· 

34 liable for ·taxes imposed under this chapter, the commissioner 

35 shall refund to the taxpay~r the amount of the taxes 

36 ~ttributable to the bad debt. Any recove!y of the tax claimed 
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1 as a refund or credit must be reported to the commissioner on 

2 the tax return for the month in which the recovery is made. If 

3 the taxpayer is no longer required --to file returns under this 

4 chapter, the taxpayer must reimburse the commissioner for tax 

5 recovered in the month following the recovery. 

6 [EFFECTIVE DATE.] This section is effective for claims 

7 filed on or after July 1, 2005. 

8 Sec. 20.. [ 297F. 2.5] [CIGARETTE SALES TAX.] 

9 Subdivision 1. [IMPOSITION.] A tax is imposed on 

10 distributors on the sale of cigarettes by a cigarette 

11 distributor to a retailer or cigarette subjobber for resale in 

12 this state. The tax is equal to 6.5 percent of the weighted 

13 average retail price. The weighted average retail price must 

14 expressed in cents per .pack when rounded to the nearest 

be 

15 one-tenth of a cent. The weighted average retail price must be 

16 determined annually, with new rates published by May 1, and 

17 effective for sales on or after August 1. The weighted average 

18 retail price must be established by surveying cigarette 

19 retailers statewide in a manner and time determined by the 

20 commissioner. The determination of the commissioner pursuant to 

21 this subdivl.sion.is not a "rule" and is not subject to the 

22 Administrative Procedure Act contained in chapter 14. As of 

23 August 1, 2005, the tax is 20 cents per pack of 20 cigarettes. 

24 For packs of cigarettes with other than 20 cigarettes, the tax 

25 must be adjusted proportionally. 

26 Subd. 2. [PAYMENT.] Each taxpayer must remit payments of 

27 the taxes to the commissioner on the same dates prescribed under 

28 section 297F.09, subdivision 1, for cigarette tax returns, 

29 including the accelerated remittance of the June liability. 

30 Subd. 3. [RETURN.] A taxpayer must file a return with the 

31 commissioner on the same dates prescribed under section 297F.09, 

32 subdivision 1, for cigarette tax returns. Notwithstanding any 

33 other provisions of this chapter, the tax due on the return is 

34 based upon actual stamps purchased during the reporting period. 

35 Subd. 4. [FORM OF RETURN.] The return must contain the 

36 information and be in the form prescribed by the commissioner. 

Article 8 Section 20 286 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 Subd. 5. [TAX AS DEBT.] The tax that is required to be 

2 paid by the distributor is a debt from the retailer or cigarette 

3 subjobber to the distributor recoverable at law in the same 

4 manner as other debts. A cigarette retailer or subjobber must 

5 pay the tax imposed under subdivision 1 to the distributor 

6 before the 12th day of the month following the month in which 

7 the cigarettes were purchased from the distributor. 

8 Subd. 6. [SALES TAX STAMP.] Payment of the tax imposed 

9 under section 297F.05 and by this section must be evidenced by a 

10 dual-purpose single stamp affixed to each package. 

11 Subd. 7. [ADMINISTRATION.] The stamping, audit, 

12 assessment, interest, penalty, appeal, refund, and collection 

13 provisions applicable to the taxes imposed under this chapter 

14 apply to taxes imposed under this section. 

15 Subd. 8. [DEPOSIT OF REVENUES.] Notwithstanding the 

16 provisions of section 297F.10, the commissioner shall deposit 

17 all revenues, including penalties and interest, derived from the 

18 tax imposed by this section, in the general fund. 

19 [EFFECTIVE DATE.] This section is effective for all sales 

20 made on or after August 1, 2005. 

21 Sec. 2i. Minnesota Statutes 2004, section 297G~09, is 

22 amended by adding a subdivision to read: 

23 Subd. 9. [QUARTERLY AND ANNUAL PAYMENTS AND RETURNS.]~ 

24 If a manufacturer, wholesaler, brewer, or importer has an 

25 average liquor tax liability equal to or less than $500 per 

26 month in any quarter of a calendar year, and has substantially 

27 complied with the state tax laws during the preceding four 

28 calendar quarters, the manufacturer, wholesaler, brewer, or 

29 importer may request authorization to file and pay the taxes 

30 quarterly in subsequent calendar quarters. The authorization 

31 remains in effect during the period in which the manufacturer's, 

32 ·wholesaler's, brewer's, or importer's quarterly returns reflect 

33 liquor tax liabilities of less than $1,500 and there is 

34 continued compliance with state tax laws. 

35 (b) If a manufacturer, wholesaler, brewer, or importer has 

36 an average liquor tax liability egual to or less than $100 per 
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1 month during a calendar year, and has substantially complied 

2 with the state tax laws during that period, the manufacturer, 

3 wholesaler, brewer, or importer may request authorization to 

4 file and pay the taxes annually in subsequent years. The 

5 authorization remains in effect during the period in which the 

6 manufacturer's, wholesaler's, brewer's, or importer's annual 

7 returns reflect liquor tax liabilities. of less than $1, 200 and 

8 there is continued compliance with state tax laws. 

9 (c) The commissioner may also. grant quarterly or annual 

10 filing and payment authorizations to manufacturers, wholesalers, 

11 brewers, or importers if the commissioner concludes that the 

12 manufacturer's, wholesaler's, brewer's, or importer's future tax 

13 liabilities will be less than the monthly totals identified in 

14 pa~agraphs (a)- and (b). An authorization granted under this 

15 . paragraph is subject to the same conditions as an authorization 

16 granted under paragraphs (a) and (b). 

17 (d) The annual tax return and payments must be filed and 

18 paid on or before the 18th day of January following the calendar 

· 19 year. The quarterly returns and payments must be filed and paid 

20 on or before April 18 for the quarter ending March 31, on or 

21 before July 18 for the quarter ending June 30, on-or before 

22 October 18 for the quarter ending September 30, and on or before 

23 January 18 for the quarter ending December 31. 

24 [EFFECTIVE DATE.] This section is- effective for tax returns 

25 and payments due on or after January 1, 2006. 

26 Sec. 22. Minnesota Statutes 2004, section 297I.Ol, is 

27 amended by adding a subdivision to read: 

28 Subd. 6a. [DIRECT BUSINESS.] (a) "Direct business" means 

29 all insurance provided by an insurance company or its agents, 

30 and specifically includes stop-loss insurance purchased .in 

31 connection with a self-insurance plan for employee health 

32 benefits or for other purposes, but excludes: 

33 (1) reinsurance in which an insurance company assumes the 

34 liability of another insurance company; and 

35 (2) self-insurance. 

36 (b) For purposes of this subdivision, an insurance company 
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1 includes a nonprofit health service corporation, health 

2 maintenance organization, and community integrated service 

3 network. 

4 [EFFECTIVE DATE.] This section is effective for insurance 

5 premiums received after December 31, 2005. 

6 ·sec. 23. Minnesota Statutes 2004, section 297I.Ol, is 

7 amended by adding a subdivision to read: 

8 Subd. 13a. [REINSURANCE.] "Reinsurance" is insurance 

9 whereby an insurance company, for a consideration, agrees to 

10 indemnify another insurance company against all or part of the 

11 loss which the latter may sustain under the policy or policies 

12 which it has issued. 

13 [EFFECTIVE DATE.] This section is effective the day 

14 following final enactment. 

15 Sec. 24. Minnesota Statutes 2004, section 297I.05, 

16 subdivision 4, is amended to read: 

17 Subd. 4. [MUTUAL PROPERTY AND CASUALTY COMPANIES WITH 

18 TOTAL ASSETS LESS THAN $1,600,000,000 ON DECEMBER 31, 1989.] A 

19 tax is imposed on mutual property and casualty companies that 

20 had total assets greater than $5,000,000 at the end of the 

21 calendar year but that·had total assets less than $1,600,000,000 

22 on December 31, 1989. The rate of tax is equal to: 

23 (1) ewe-pereene-e£-gross-prem±ttms-%ess-reettrn-prem±ttms-on 

24 a%%-d±reee-btts±ness-reee±~ed-by-ene-±nsttrer-or-agenes-e£-ene. 

25 ±nsttrer-±n-M±nneseea the tax under subdivision 14 for life 

26 insurance1-±n-easn-or-oenerw±se1-dttr±ng-~ne-year; and 

27 (2) 1.26 percent of gross premiums less return premiums on 

28 all other direct business received by the insurer or agents of 

29 the insurer .in Minnesota, in cash or otherwise, during the year. 

30 [EFFECTIVE DATE.] This section is effective for premiums 

3l received after December 31, 2007. 

32 Sec. 25. Minnesota Statutes 2004, section 297I.05, 

33 subdivision 5, is amended to read: 

34 Subd. 5. [HEALTH MAINTENANCE ORGANIZATIONS, NONPROFIT 

35 HEALTH SERVICE PLAN CORPORATIONS, AND COMMUNITY INTEGRATED 

36 SERVICE NETWORKS.] (a) Hea%en-ma±neenanee-organ±zae±ens7 
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1 eommttn±ey-±neegraeed-ser~±ee-neeworks7-and-nonpro£±e-heaieh-eare 

2 ser~±ee-pian-eorporae±ons-are-exempe-£rom-ehe-eax-±mposed-ttnder 

3 eh±s-seee±on-£or-prem±ttms-reee±~ed~±n-eaiendar-years-%66%-eo 

4 %693. 

5 tbt-Por-eaiendar-years-a£eer-%663, A tax is impos.ed on 

6 health maintenance organizations, community integrated service 

7 networks, and nonprofit health care service plan corporations. 

8 The rate of tax is equal to one percent of gross premiums less 

9 return premiums on all direct business received by the 

10 organization, network, or corporation or its agents in 

11 Minnesota, in cash or otherwise, in the calendar year. 

12 tet-~n-appro~±ng-ehe-prem±ttm-reees-es-reqtt±red-±n-seee±ons 

13 6%~.aa,-sttbd±~±s±on-a,-and-6%A.657-sttbd±~±s±on-3,-ehe 

14 eomm±ss±oners-0£-heaieh-end-eommeree-sheii-ensttre-ehee-eny 

15 exempe±on-£rom-eax-es-deser±bed-±n-peregreph-tat-±s-re£ieeeed-±n 

16 ehe-prem±ttm-raee. 

17 tdt JE.1 The commissioner shall deposit all revenues, 

18 including penalties and interest, collected under this chapter 

19 from health maintenance organizations, community integrated 

20 service networks, and nonprofit health service plan corporations 

21 in the health care access fund. Refunds of overpayments of tax 

22 imposed by this subdivision must be paid from the health care 

23 access fund. There is annually appropriated from the health 

24 care access fund to the commissioner the amount necessary to 

25 make any refunds of the tax imposed under this subdivision. 

26 [EFFECTIVE DATE.] This section is effective January 1, 2005. 

27 Sec. 26. Minnesota Statutes 2004, section 297I.05, is 

28 amended by adding a subdivision to read: 

29 Subd. 14. [LIFE INSURANCE.] A tax is imposed on life 

30 insurance. The rate of the tax eguals 1.5 percent of gross 

31 

32 

33 

34 

35 

36 

premiums less return premiums on all direct business received by 

the insurer or agents of the insurer in Minnesota for life 

insurance, in cash or otherwise, during the year. 

[EFFECTIVE DATE.] This section is effective for premiums 

received after December 31, 2007. 

Sec. 27. Minnesota Statutes 2004, section 298.24, 
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l subdivision 1, is amended to read: 

2 Subdivision 1. (a) For concentrate produced in 2001, 2002, 

3 and 2003, there is imposed upon taconite and iron sulphides, and 

4 upon the. mining and quarrying thereof, and upon the production 

5 of iron ore concentrate therefrom, and upon the concentrate so 

6 produced, a tax of $2.103 per gross ton of merchantable iron ore 

7 concentrate produced therefrom. 

8 (b) For concentrates produced in 2004 and subsequent years, 

9 the tax rate shall be equal to the preceding year's tax rate 

10 plus an amount equal to the preceding year's tax rate multiplied 

11 by the percentage increase in the implicit price deflater from 

12 the fourth quarter of the second·preceding year to the fourth 

13 quarter of the preceding year. "Implicit price deflater" means 

14 the implicit price deflater for the gross domestic product 

15 prepared by the Bureau of Economic Analysis of the United States 

16 Department of Commerce. 

17 (c) On concentrates produced in 1997 and thereafter, an 

18 additional tax is imposed equal to three cents per gross ton of 

19 merchantable iron ore concentrate for each one percent that the 

20 iron content of the product exceeds 72 percent, when dried at 

21 212 degrees Fahrenheit. 

22 (d) The tax shall be.imposed on the average of the 

23 production for the current year and the previous two years. The 

24 rate of the tax imposed will be the current year's tax rate. 

25 This clause shall not apply in the case of the closing of a 

26 taconite facility if the property taxes on the facility would be 

27 higher if this clause and section 298.25 were not applicable. 

28 (e) If the tax or any part of the tax imposed by this 

29 subdivision is held to be unconstitutional~ a tax of $2.103 per 

30 gross ton of merchantable iron ore concentrate produced shall be 

31 imposed. 

32 (f) Consistent with the intent of this subdivision to 

33 impose a tax based upon the weight of merchantable iron ore 

34 concentrate, the commissioner -of revenue may indirectly 

35 determine the weight of merchantable iron ore concentrate 

36 - included in fluxed pellets by subtracting the weight of the 
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1 limestone, dolomite, or olivine derivatives or other ·basic flux 

2 additives included in the pellets from the weight of the 

3 pellets. For purposes of this paragraph, "fluxed pellets" are 

4 pellets produced in a process in which limestone, dolomite, 

5 olivine, or other basic flux additives are combined with 

6 merchantable iron ore concentrate. No subtraction from the 

7 weight of the pellets shall be allowed for binders, mineral and 

8 chemical additives other than basic flux additives, or moisture. 

9 (g)(l) Notwithstanding any other provision of this 

10 subdivision, for the first two years of a plant's commercial 

11 production of direct reduced ore, no tax is imposed under this 

12 sectio'n. As used in this paragraph, "commercial production" is 

13 production .of more than 50,000 tons of direct reduced ore in the 

14 current year or in any prior year, "noncommercial production" is 

15 production of 50,000 tons or less of direct reduced ore in any 

16 year, and "direct reduced ore" is ore that results in a product 

17 that has an iron content of at least 75 percent. For the third 

18 year of a plant's commercial production of direct reduced ore, 

19 the rate to be applied to direct reduced ore is 25 percent of 

20 the rate otherwise determined under this subdivision. For the 

21 fourth stteh commercial production year, the rate is 50 percent 

22 of the rate otherwise determined under this subdivision; for the 

23 fifth stteh commercial production year, the rate is 75 percent of 

24 the rate otherwise determineq under this subdivision; and for 

25 all subsequent commercial production years, the full rate is 

26 imposed. 

27 (2) Subject to clause ·(l), production of .direct reduced ore 

28 in this state is subject to the tax imposed by this section, but 

29 if that production is not produced by a producer of taconite or 

-30 iron sulfides, the production of taconite or iron sulfides 

31 consumed in the production of direct reduced iron in this state 

32 is not subject to the tax imposed by this section on taconite or 

33 iron sulfides.· 

34 (3) Notwithstanding any other provision of this 

35 subdivision, no tax is imposed on direct reduced ore under this 

3-6 section during the facility is noncommercial production of direct 
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1 reduced ore. The taconite or iron sulphides consumed in the 

2 noncommercial production of direct reduced ore is subject to the 

3 tax imposed by this section on taconite·and iron sulphides. 

4 [EFFECTIVE DATE.] This section is effective for direct 

5 reduced ore produced after the day following final enactment. 

6 Sec. 28. Minnesota Statutes 2004, section 298.75, is 

7 amended by adding a subdivision to read: 

8 Subd. 10. [TAX MAY BE IMPOSED, CASS COUNTY.] (a) If Cass 

9 County does not impose a tax under this section, the town of 

10 Sylvan in Cass County may impose the aggregate materials tax 

11 under this section. 

12 (b) For purposes of exercising the powers contained in this 

13 section, the "town" is deemed to be the "county." 

14 (c) All provisions in this section apply to the town of 

15 Sylvan, except that in lieu of the distribution of the tax 

16 proceeds under subdivision 7, all proceeds of the tax must be 

17 retained by' the town. 

18 (d) If Cass County imposes an.aggregate materials tax under· 

19 this section, the tax imposed by the town of Sylvan under this 

20 subdivision is repealed on the effective date of the Cass County 

21 tax. 

22 [EFFECTIVE DATE.] This section is effective the day after 

23 the governing body of the town of Sylvan and its chief clerical 

·24 officer comply with Minnesota Statutes, section 645.021, 

25 subdivisions 2 and 3. 

26 Sec. 29. Minnesota Statutes 2004, section 473.843, 

27 subdivision 5, is amended to read: 

28 Subd. 5. [PENALTIES; ENFORCEMENT.] The audit, penalty, and 

29 enforcement provisions applicable to corporate franchise taxes 

30 imposed under chapter 290 apply to the fees imposed under this 

31 section. The commissioner of revenue shall administer the 

32 provisions. 

33 [EFFECTIVE DATE.] This section is effective the day 

34 following final enactment. 

35 Sec. 30. [FLOOR STOCKS TAX.] 

36 Subdivision 1. [CIGARETTES.] A floor stocks cigarette 
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1 sales tax is imposed on every person engaged in the business in 

2 this state as a distributor, retailer, subjobber, vendor, 

3 manufacturer, or manufacturer's representative of cigarettes, on 

4 the stamped cigarettes and unaffixed stamps in the person's 

5 possession or under the person's control at 12:01 a.m. on August 

6 1, 2005. The tax is imposed at the rate of 20 cents per pack of 

7 20 cigarettes. For packs of cigarettes with otner than 20 

8 cigarettes, the tax shall be adjusted proportionally. 

9 Each distributor, by August 10, 2005, shall file a return 

10 with the commissioner, in the form the commissioner prescribes, 

11 showing the stamped cigarettes and unaff ixed stamps on hand at 

12 12:01 a.m. on August 1, 2005, and the amount of tax due on the 

13 cigarettes and unaffixed stamps. The tax imposed by this 

14 section is due and payable by September 7, 2005, and after that 

l~ date bears interest at the rate of one percent a month. 

16 Each retailer, subjobber, vendor, manufacturer, or 

17 manufacturer's representative, by August 10, 2005, shall file a 

18 return with the commissioner, in the form the commissioner 

19 prescribes, showing the cigarettes on hand at 12:01 a.m. on 

20 August 1, 2005, and the amount of tax due on the cigarettes. 

21 The tax imposed by this section is due and payable by September 

22 7, 2005, . and after that date bears interest at the rate of one 

23 percent a month. 

24 SubQ. 2. [AUDIT AND ENFORCEMENT.] The tax imposed by this 

25 section is subject to the audit, assessment, penalty, and 

26 collection provisions applicable to the taxes imposed under 

27 Minnesota Statutes, chapter 297F. The commissioner may require 

·2a a distributor to receive and maintain copies of floor stocks tax 

29 returns filed by all persons requesting a credit for returned 

30 cigarettes. 

31 Subd. 3. [DEPOSIT OF PROCEEDS.] The revenue from the tax 

32 imposed under this section shall be deposited by the 

33 commissioner in the state treasury and credited to the general 

34 f 2md. 

35 [EFFECTIVE DATE.] This section is effective August 1, 2005. 

36 Sec. 31. [REPEALER.] 
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1 Minnesot~ Statutes 2004, section 297E.12, subdivision 10, 

2 is repealed effective the day following final enactment. 

3 ARTICLE·· 9 

4 ECONOMIC DEVELOPMENT 

5 Section 1. Minnesota Statutes 2004, section 272.02, 

6 subdivision 64, is amended to read: 

7 Subd. 64. [JOB OPPORTUNITY BUILDING ZONE PROPERTY.] (a) 

8 Improvements to real property, and personal property, classified 

9 under section 273.13, subdivision 24, and located within a job 

10 opportunity building zone, designated under section 469.314, are 

11 exempt from ad valorem taxes levied under chapter 275. 

12 (b) Improvements to real property, and tangible personal 

13 property, of an agricultural production facility located within 

14 an agricultural processing facility zone, designated under 

15 section 469.314, is exempt from ad valorem taxes levied under 

16 chapter 275. 

17 (c) For property to qualify for exemption under paragraph 

18 (a), the occupant must be a qualified business, as defined in 

19 section 469.310. 

20 (d) The exemption applies beginning for the first 

21 assessment year after designation of the job opportunity 

22 building zone by the commissioner of employment and economic 

23 development. The exemption applies to each assessment year that 

24 .begins during the duration of the job opportunity building zone 

25 and-~o-~~o~e~~y. To be exempt, the property must be occupied by 

26 July l of the assessment year by a qualified business that has 

27 signed the business subsidy agreement and relocation agreement, 

28 if required, by July l of the assessment year. This exemption 

29 does not apply to: 

30 (1) the levy under section 475.61 or similar levy 

31 provisions under any other law to pay general obligation bonds; 

32 or 

33 (2) a levy under section 126C.17, if the levy was approved 

34 by the voters before the designation of the job opportunity 

35 building·zone. 

36 [EFFECTIVE DATE.] This section is effective for taxes 
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1 payable in 2006 and thereafter. 

2 Sec. 2. Minnesota Statutes 2004, section 272.0212, 

3 subdivision 1, is amended. to read:-· 

4 Subdivision 1. [EXEMPTION.] _All qualified property in a 

5 zone· is exempt to the extent and for a period up to the duration 

6 provided by the zone designation and under sections 469.1731 to 

7 469.1735. 

8 [EFFECTIVE DATE.] This section is effective for development 

9 agreements approved after the day following final enactment and 

10 beginning for property taxes payable in 2006. 

11 Sec. 3. Minnesota Statutes 2004, section 272.0212, 

12 subdivision 2, is amended to read: 

13 Subd. 2. [LIMITS ON EXEMPTION.] fil Property in a zone is 

14 not exempt under this section from the following: 

15 (1) special assessments; 

16 · (2) ad valorem property taxes specifically levied for the 

17 payment of principal and interest on debt obligations; and 

18 (3) all taxes levied by a school district, except school 

19 referendum levies as defined in section 126C.17. 

20 (b) The city may limit the property tax exemption to a 
. . 

21 shorter period than the duration of the zone or to a percentage 

22 of the property taxes payable or both. 

23 [EFFECTIVE DATE.] This section is effective for development 

24 agreements approved after the day following final enactment and 

25 beginning for property taxes payable in 2006. 

26 Sec. 4. Minnesota Statutes 2004, section 289A.56, is 

27 amended by adding a subdivision to read: 

28 Subd. 7. [BIOTECHNOLOGY AND HEALTH SCI.ENCES INDUSTRY ZONE 

29 REFUNDS.] Notwithstanding subdivision 3, for.refunds payable 

30 under section 297A.68, subdivision 38, interest is computed from 

31 90 days after the refund claim is filed with the commissioner. 

32 [EFF~CTIVE DATE.] This section is effective for refund 

33 claims filed on or after July 1, 2005. 

34 Sec. 5. Minnesota Statutes 2004, section 297A.68, 

35 subdivision 37, is amended to read: 

36 Subd. 37. [JOB OPPORTUNITY BUILDING ZJNES.] (a) Purchases 
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1 of tangible personal property or taxable services by a qualified 

2 business, as defined in section 469.310, are exempt if the 

3 property or services are primarily--used or consumed in a job 

4 opportunity building zone designated under section 469.314. For 

5 purposes of this subdivision, aircraft that are operated under a 

6 Federal Aviation Administration Restricted Airworthiness 

7 Certificate according to Code of Federal ~egulations, title 14, 

8 part 21, section 21.25(b)(3), relating to aerial surveying, and 

9 that are based, maintained, and dispatched from a job 

10 opportunity building zone, and any aerial camera package, 

11 including any camera, computer, and navigation device contained 

12 in the package, that is used in the aircraft, qualify as 

13 primarily used or consumed in a job opportunity building zone if 

14 the imagery acquired from the aerial camera package is returned 

15 to the job opportunity building zone for processing. 

16 (b) Purchase and use of construction materials and supplies-

17 for construction of improvements to real property in a job 

18 opportunity building zone are exempt if the improvements after 

19 completion of construction are to be used in the conduct of a 

20 qualified business, as defined in section 469.310. This 

21 exemption applies regardless of whether the purchases are made 

22 by the business or a contractor. The exemption does not apply 

23 unless the business subsidy agreement entered into pursuant to 

24 section 469.313 requires the prevailing wage to be paid on the 

25 construction project. 

26 (c) The exemptions under this subdivision apply to a local 

27 sales and use tax regardless of whether the local sales tax is 

28 . imposed on the sales taxable as defined under this chapter. 

29 (d) This subdivision applies to sales, if the purchase was 

30 made and delivery received during the duration- of the zone. 

31 [EFFECTIVE DATE.] The amendment to paragraph (a) is 

32 effe6tive for sales made after June 30, 2005. 

33 Sec. 6. Minnesota Statutes 2004, section 297A.68, 

34 subdivision 38, is amended to read: 

35 Subd. 38. [BIOTECHNOLOGY AND HEALTH SCIENCES INDUSTRY 

36 ZONE.] (a) Purchases of tangible personal property or taxable 
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1 services by a qualified business, as defined in section 469.330, 

2 are exempt if the property or services are primarily used or 

3 consumed in a biotechnology and health sciences industry zone 

4 designated under section 469.334. 

5 (b) Purchase and use of construction materials aneL 

6 supplies £er, or equipment used or consumed in the construction 

7 of improvements to real property in a· biotechnology and health 

8 sciences industry zone are exempt if the improvements after 

9 completion of construction are to be used in the conduct of a 

10 qualified business, as defined in section 469.330. This 

11 exemption applies regardless of whether the purchases are made 

12 by the business or a contractor. 

13 (c) The exemptions under this subdivision apply to a local 

14 sales and use tax regardless of whether the local sales tax is 

15 imposed on the sales taxable as defined under this chapter. 

16 (d)(l) The tax on sales of goods or services exempted under 

17 this subdivision are imposed and collected as if the applicable 

18 rate under section 297A.62 applied. Upon application by the 

19 purchaser, on forms prescribed by the commissioner, a refund 

20 equal to the tax paid must be paid to the purchaser. The 

21 application must include sufficient information to permit the 

22 commissioner to verify the sales tax paid and the eligibility of 

23 the claimant to receive the credit. No more than two 

24 applications for refunds may be filed under this subdivision in 

25 a calendar year. The provisions of section 289A.40 apply to the 

26 refunds payable under this subdivision. 

27 (2) The amount required to make the refunds is annually 

28 appropriated to the commissioner of revenue. 

29 ·(3) The aggregate amount refunded to a qualified business 

30 must not exceed the amount allocated to the qualified business 

31 under section 469.335. 

32 (e) This subdivisio~ applies Only to sales made during the 

33 duration of the designation of the zone. 

34 [EFFECTIVE DATE.] This section is effective for sa"les made 

35 after December 31, 2003. 

36 Sec. 7. Minnesota Statutes 2004, section 469.169, is 
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1 amended by adding a subdivision to read: 

2 Subd. 17. [ADDITIONAL BORDER CITY ALLOCATIONS.] (a) In 

3 addition to tax reductions authorized in subdivisions 7 to 16, 

4 the commissioner shall allocate $750,000 for tax reductions to 

5 border city enterprise zones in cities located on.the western 

6 border of the state. The commissioner shall make allocations to 

7 zones in cities on the western border on a per capita basis. 

8 Allocations made under this subdivision may be used for tax 

9 reductions as provided in section 469.171, or for other offsets 

10 of taxes imposed on or remitted by businesses· located in the 

11 enterprise zone, but only if the municipality determiries that 

12 the granting of the tax reduction or .offset is necessary in 

13 order to retain a business within or attract a business to the · 

14 zone. Any portion of the allocation provided in this paragraph 

15 may alternatively be used for· tax reductions under section 

16 409.1732 or 469.1734. 

17 (b) The commissioner shall allocate $750,000 for tax 

18 reductions under section 469.1732 or 469.1734 to cities with 

19 border city enterprise zones located on the western border of 

20 the state. The commissioner shall allocate this amount among 

21 the cities on a per capita basis. Any portion of the allocation 

22 provided in this paragraph may alternatively be used for tax 

23 reductions as provided in section 469.171. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 following final enactment. 

26 Sec. 8. Minnesota Statutes 2004, section 469.176, 

27 subdivision 41, is amended to read: 

28 Subd. 41. [PROHIBITED FACILITIES.] (a) No tax increment 

29 . from any district may be us.ed for: 

30 (1) a commons area used as a public park; or 

31 (2) a facility used for social, recreational, or conference 

32 purposes; or 

33 (3) a property that includes a casino or other facility 

34 conducting class III gaming as defined in United States Code, 

35 title 25, section 2703, regardless of whether it is conducted by 

36 an Indian tribe or tribal business. 
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1 (b) This subdivision does not apply to a privately owned 

2 facility for conference purpose~ or a parking structure. 

3 [EFFECTIVE DATE.] This section is effective for 

4 ·expenditures of increment made after June 30, 2005, regardless 

5 of when the request for certification of the district was made. 

6 Sec. 9. Minnesota Statutes 2004, sect~on 469.176, 

7 subdivision 7, is amended to read: 

8 Subd. 7. [PARCELS NOT INCLUDABLE IN DISTRICTS.] (a) The 

9 authority may request inclusion in a tax increment financing 

10 district and the county auditor may certify the original tax 

·11 capacity of a parcel or a part of a parcel that qualified under 

12 the provisions of section 273.111 or 273.112 or chapter 473H for 

13 taxes payable in any of the five calendar years before the 

14 filing of the request for certification only for: 

15 (1) a district in which 85 percent or more of the planned 

16 buildings and facilities (determined on the basis of square 

17 footage) are a qualified manufacturing facility or a qualified 

18 distribution facility or a combination of both; or 

19 (2) a qualified housing district. 

20 (b)(l) A distribution facility means buildings and other 

21 improvements to real property that are used to conduct 

22 activities in at least each of· the following categories: 

23 (i) to store or warehouse tangible personal property; 

24 (ii) to t·ake orders for shipment, mailing, or deli very; 

25 (iii) to·prepare personal prop~rty for shipment, mailing, 

26 or delivery; and 

27 (iv) to ship, mail, or deliver property. 

28 (2) A manufacturing facility includes space used for 

29 manufacturing or producing tangible personal property, including 

30 processing resulting in ·the change in condition of the property, 

31 and space necessary for and related to the manufacturing 

32 activities. 

33 (3) To be a qualified facility, the owner or operator of a 

34 manufacturing or distributiori facility must ·agree to pay and pay 

35 90 percent or more .of the employees of the facility at a rate 

36 equal to or greater than 160 percent of the federal minimum wage 
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1 for individuals over the age of 20. 

2 (c) The authority may not request inclusion in a tax 

3 increment financing district and the county auditor may not 

4 certify the original tax capacity of a parcel or a part of a 

5 parcel that contains or is expected to contain uses, facilities, 

6 properties, or businesses containing class III gaming, as 

7 defined in United States Code, title 25, section 2703, 

8 regardless of whether it is conducted by an Indian tribe or 

9 tribal business. 

10 [EFFECTIVE DATE.] This section is effective for ·parcels for 

11 which the request for certification is made after June 30, 2005. 

12. Sec. 10. Minnesota Statutes 2004, section 469.310, 

13 subdivision 11, is amended to read: 

14 Subd. 11. [QUALIFIED BUSINESS.] (a) uetta~±£±ed-btts±ftessu 

15 meafts A person carrying on a trade or business at a place of 
) 

16 business located within a job opportunity building zone is a 

17 qualified business for the purposes of sections 469.310 to 

18 469.320 according to the criteria in paragraphs (b) to (f). 

19 (b) A person is a qualified business only on those parcels 

20 of land for which the person has entered into a business subsidy 

21 agreement, as required under section 469.313, with the 

22 appropriate local government unit in which the parcels are 

23 located. 

24 (c) Prior to execution of the business subsidy agreement, 

25 the local government unit must consider the following factors: 

26 (1) how wages plus benefits compare to 110 percent of the 

27 statewide poverty rate for a family of four; 

28 (2) how wages compare to the regional industry average; 

29 (3) the number of jobs that will be provided relative to 

.30 overall .employment in the community; 

31 (4) the economic outlook for the industry the business will 

32 engage in; 

33 (5) sales that will be generated from outside the state of 

34 - Minnesota; 

35 (6) how the business will build on existing regional 

36 strengths or diversify the regional economy; 
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(7) how the business will increase capital investment in 

the zone; and 
I (8) any other criteria the commissioner deems necessary. 

tbt ~ A person that relocates a trade or business from 

outside a job opportunity building zone into a zone is not a 

qualified business, unless the business meets all of the 

requirements of paragraphs (b} and (c} and: 

(l)f±t increases full-time employment in the first full 

year of operation within the job opportunity building zone by ae 

~ea~e a minimum of five jobs or 20 percent, whichever is 

greater, measured relative to the operations that were relocated 

and maintains the required level of employment for each year the 

zone designation applies; Of 

operae±on-ehae-were-re~oeaeeo-±n-ehe-±mmeo±aee~y-preee~±ng 

eaxab~e-year; and 

(2} enters a binding written agreement with the 

commissioner that: 

(i) pledges the business will meet the requirements of 

clause (l}; 

(ii} provides for repayment of all tax benefits enumerated 

under section 469.315 to the business under the procedures in 

section 469.319, if the requirements of clause (l} are not met 

for the taxable year or for taxes payable during the year in 

which the requirements were not met; and 

(iii} contains any other terms the commissioner determines 

appropriate. 

(e} The commissioner may waive the requirements under 

paragraph (d), clause (l}, if the· commissioner determines that 

the qualified ~~~iness will substantially achieve the factors 

under this.subdivision. 

(f} A business is not a qualified business if, at its 

location or locations in the zone, the business is primarily 

~;';paged in mak:::2!9 retail sales to purchasers who are physically 

present at the business's zone location. 
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1 (g) A qualifying business must pay.each employee 

2 compensation, including benefits not mandated by law, that on an 

3 annualized basis is egual to at least 110 percent of the federal 

4 poverty level for a family of four. 

5 [EFFECTIVE DATE.] This section is effective the day 

6 following final enactment and applies to any business entering a 

7 business subsidy agreement for a job opportunity development 

8 zone after that date, except that paragraph (b) is effective 

9 retroactively from June 9, 2003. 

10 Sec. 11. Minnesota Statutes 2004, section 469.310, is 

11 amended by adding a subdivision to read: 

12 Subd. 13. [RELOCATION PAYROLL PERCENTAGE.] "Relocation 

13 payroll percentage" is a fraction, the numerator of which is the 

14 zone payroll of the business for the tax year minus the payroll 

15 from the relocated operations in the last full year of 

16 operations prior to the relocation, and the denominator of which 

17 is the zone payroll of the business for the tax year. The 

18 relocation payro11·percentage of a business that is not a 

19 relocating business is 100 percent. 

20 [EFFECTIVE DATE.] This section is effective the day 

21 following final enactment but applies only to gualif ied 

22 businesses with business subsidy agreements that are fully 

23 executed after June 30, 200S. 

24 Sec. 12. Minnesota Statutes 2004, section 469.315, is 

25 amended to read: 

26 469.315 [TAX INCENTIVES AVAILABLE IN ZONES.] 

27 Qualified businesses that operate in a job opportunity 

28 building zone, individuals who invest in a qualified business 

·29 that operates in a job opportunity building zone, and property 

30 located in a job opportunity building zone qualify for: 

31 (1) exemption from individual income taxes as provided 

32 under section 469.316; 

33 (2) exemption from corporate franchise taxes as provided 

34 under section 469.317; 

35 (3) exemption from the state sales and use tax and any 

36 local sales and use taxes on qualifying purchases as provided in 
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1 section 297A.68, subdivision 37; 

2 (4) exemption from the state sales tax on motor vehicles 

3 and any local sales tax on motor vehicles as provided under 

4 section 297B.03; 

5 (5) exemption from the property tax as provided in section 

6 272.02, subdivision 64; 

7 (.6) exemption from the wind energy production tax under 

8 section 272.029, subdivision 7; and 

9 (7) the jobs credit allowed under section 469.318. 

10 The sales tax exemption under section 297A.68, subdivision 37, 

11 paragraph (b), is not "financial assistance" under section 

12 116J.871 or a "business subsidy" under section 116J.993 unless 

13 the business subsidy agreement entered into pursuant to section 

14 469.313 requires the payment of the prevailing wage. 

15 [EFFECTIVE DATE.] This section is effective retroactively 

16 from January 1, 2004. 

17 Sec. 13. Minnesota Statutes 2004, section 469.316, is 

18 amended to read: 

19 469.316 [INDIVIDUAL INCOME TAX EXEMPTION.] 

20 Subdivision 1. [APPLICATION.] An individual, estate, or 

21 trust operating a trade or business in a job opportunity 

22 building zone, and an individual, estate, or trust making a 

23 qualifying investment in a ·qualified business operating in ~ job 

24 opportunity building zone qualifies for the exemptions .from 

25 taxes imposed under chapter 290, as provided in this section. 

26 The exemptions provided under this section apply only to the 

27 extent that the income otherwise would be taxable under chapter 

28 290. Subtractions under this section from federal taxable 

29 income, alternative minimum taxable income, or any.other base 

30 subject to tax are limited to the amount that otherwise would be 

31 included in the tax base absent the exemption under this 

~2 section. This section applies only to taxable years beginning 

33 ·during the duration of the job opportunity building zone. 

34 Subd. 2. [RENTS.] An individual, estate, or trust is 

35 exempt from the taxes imposed under chapter 290 on net rents 

36 derived from real or tangible personal property used by a 
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1 qualified business and located -in a zone for a taxable year in 

2 which the zone was designated a job opportunity building zone. 

3 If tangible personal property was used both within and outside 

4 of the zone by the qualified business, the exemption amount for 

5 the net rental income must be multiplied by a fraction, the 

6 numerator of which is the number of days the property was used 

7 in the zone and the denominator of which is the total days the 

8 property is rented by the qualified business. 

9 Subd. 3. [BUSINESS INCOME.] An individual, estate, or 

10 trust is exempt from the taxes imposed under chapter 290 on net 

11 income from the operation of a qualified business in a job 

12 opportunity building zone. If the trade or business is carried 

13 on within and without the zone and the individual is not a 

14 resident of Minnesota, or the taxpayer is an estate or trust, 

15 the exemption must be apportioned based on the zone percentage 

16 and the relocation payroll percentage for the taxable year. If 

17 the trade or business is carried on within and without the zone 

18 and the individual is a resident of Minnesota, the exemption 

19 must be apportioned based on the zone percentage and the 

20 relocation payroll percentage for the taxable year, _except the 

21 ratios under section 469.310, subdivision 7, clause (1), items 

22 (i) and (ii), must use the denominators of the property and 

23 payroll factors determined under section 290.191. No 

24 subtraction is allowed under this section in excess of 20 

25 percent of the sum of the job opportunity building zone payroll 

26 and the adjusted basis of the property at the time that the 

27 property is first used in the job opportunity building zone by 

28 the business. 

29 Subd. 4. [CAPITAL GAINS.] (a) An individual, estate, or 

30 trust is exempt from the taxes imposed under chapter 290 on: 

31 (1) net gain derived on a sale or exchange of real property 

32 located in the zone and used by a qualified business. If the 

33 property was held by the individual, estate, or trust during a 

34 period when the zone was not designated, the gain must be 

35 prorated based on the percentage of time, measured in calendar 

36_ days, that the real property was held by the individual, estate, 
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1 or trust during the period the zone designation was in effect to 

2 the total period of time the real property was held by the 

3 individual; 

4 (2) net gain derived on a sale or exchange of tangible 

5 personal property used by a qualified business in the zone. If 

6 the property was held by the individual, estate, or trust during 

7 a period when the zone was not designated, the gain must be 

8 prorated b~sed on the percentage of time; measured in calendar 

9 days, that the property was held by the individual, estate, or 

10 trust during the period the zone designation was in effect to 

11 the total period of time the property was held by the 

12 individual. If the tangible personal property was used outside 

13 of the zone during the period of the zone's designation, the 

14 exemption must be multiplied by a fraction, the numerator of 

15 which is the number of days the property was used in the zone 

16 during the time of the designation and the denominator of which 

17 is the total days the property was held during the time of the 

18 designation; and. 

19 (3) net gain derived on a sale of an ownership interest in 

20 a qualified business operating in the job opportunity building 

21 zone, meeting the requirements of paragraph (b). The exemption 

22 on the gain must be multiplied by the·zone percentage of the 

23 business for the taxable year prior to the sale. 

24 (b) A qualified business meets the requirements of 

25 paragraph (a), clause (3), if it is a corporation, an S 

26 corporation, or a partnership, and for the taxable year its job 

27 opportunity building zone percentage exceeds 25 percent. For 

28 purposes of paragraph (a), clause (3), the zone percentage must 

29 be calculated by modifying the ratios under section 469.310, 

30 subdivision 7, clause (1), items (i) and (ii), to use the 

31 denominators of the property and payroll factors determined 

32 under section 290.191. Upon the request of an individualL 

33 estate, or trust holding an ownership interest in the entity, 

34 the entity must certify to the owner, in writing, the job · 

35 opportunity building zone percentage needed to determine the 

36 exemption. 
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1 [EFFECTIVE DATE.] This section is effective for tax years 

2 beginning after December 31, 2003, except that changes in 

3 subdivision 3 relating to the relocation payroll percentage are 

4 effective the day following final enactment and apply only to 

5 qualified businesses with business subsidy agreements that are 

6 fully executed after June 30 1 2005. 

7 Sec. 14. Minnesota Statutes 2004, section 469.317, is 

8 amended to read: 

9 469.317 [CORPORATE FRANCHISE TAX EXEMPTION.] 

10 (a) A qualified business is exempt from taxation under 

11 section 290.02, the alternative minimum tax under section 

12 290.0921, and the minimum fee under section 290.0922, on the 

13 portion of its income attributable to operations within the 

14 zone. This exemption is determined as follows: 

15 (1) for purposes of the tax imposed under section 290.02, 

16 by multiplying its taxable net income by its zone percentage and 

17 by its relocation payroll percentage and subtracting the result 

18 in determining taxable income; 

19 (2) for purposes of the alternative minimum tax under 

20 section 290.0921, by multiplying its alternative minimum taxable 

21 income by its zone percentage and by its relocation payroll 

22 percentage and reducing aiternative minimum taxable income by 

23 this amount; and 

24 (3) for purposes of the minimum fee under section 290.0922, 

25 by excluding property and payroll in the zone from the 

26 computations of the fee or by exempting·the entity under.section 

27 290.0922, subdivision 2, clause (7). 

28 (b) No subtraction is allowed under this section in excess 

29 of 20 percent of the sum of the corporation's job opportunity 

30 building zone payroll and the adjusted basis of the property at 

31 the time that the property is first used in the job opportunity 

32 building zone by the co~poration. 

33 (c) This sec"tion applies only to taxable years beginning 

34 during the duration of the job opportunity building zone. 

35 [EFFECTIVE DATE.] This section is effective the day 

36 following final enactment but applies only to qualified 
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1 businesses with business subsidy agreements that are fully 

2 executed after June 30, 2005. 

3 Sec. 15. Minnesota Statutes 2004, section 469.319, 

4 subdivision 1, is amended to read: 

5 Subdivision 1. [REPAYMENT OBLIGATION.] A business must 

6 repay the amount of the total tax reduction listed in section 

7 469.315 and any refund under section 469.318. in excess of tax 

.8 liability, received during ·the two years immediately before it 

9 ceased to operate in the zone, if the business: 

10 (1) received tax reductions authorized by section 469.315; 

11 and 

12 (2)(i) did not meet the goals specified in an agreement 

13 entered into with the applicant that states any obligation the 

14 qualified business must fulfill in order to be eligible for tax 

15 benefits. The commissioner of employment and economic 

16 development may extend for up to one year the period for meeting 

17 any goals provided in an agreement. The applicant may extend 

18 the period for meeting other goals by documenting in writing the 

19 reason for the extension and attaching a copy of the document to 

20 its next annual report to the commissioner of employment and 

21 . economic development; or 

22 (ii) ceased to operate its facility located within the job 

23 opportunity building zone or otherwise ceases to ·be or is not a 

24 qualified business. 

25 [EFFECTIVE DATE.] This section is effective the day 

26 following final enactment. 

27 Sec. 16. Minnesota: Statutes 2004, section 469.319, is 

28 amended by adding a subdivision to read: 

2·9 Subd. 6. [RECONCILIATION.] Where this section is 

30 inconsistent with section 116J.994, subdivision 3, paragraph 

31 (e), or 6, or any other provisions of sections 116J.993 to 

32 116J.995, this section prevails. 

33 [EFFECTIVE DATE.] This section is effective the day 

34 following final enactment. 

35 Sec. 17. Minnesota Statutes 2004, section 469.320, 

36 subdivision 3, is amended to read: 
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1 Subd. 3. [REMEDIES.] If the commissioner determines, based 

2 on a report filed under subdivision 1 or other available 

3 information, that a zone or subzone is failing to meet its 

4 performance goals, the commissioner may take any actions the 

5 commissioner determines appropriate, including modification of 

6 the boundaries of the zone or a subzone or termination of the 

7 zone or a subzone. Before taking any action, the commissioner 

8 shall consult with the applicant and the affected local 

9 government units, including notifying them of the proposed 

10 actions to be taken. 'Phe-eomm±ss±orier-sha3:3:-r>tt1'3:±sh-eul\y-order 

11 mod±£y±ng-a-zorie-±ri-ehe-Seaee-Reg±seer-arid-ori-ehe-~rieerriee. The 

12 applicant may appeal the commissioner's order under the 

13 contested case procedures of chapter 14. 

14 [EFFECTIVE DATE.] This section is effective the day 

15 following final enactment. 

16 Sec. 18. Minnesota Statutes 2004, section 469.330, 

17 subdivision 11, is amended to read: 

18 Subd. 11. [QUALIFIED BUSINESS.] (a) "Qualified business" 

19 means a person carrying on a trade or business at a 

20 biotechnology and health sciences industry facility located 

21 within a biotechnology and health sciences industry zone. A 

22 person is a qualified business only on those parcels of land for 

23 which it has entered into a business subsidy agreement, as 

24 required under section 469.333, with the appropriate local 

25 government unit in which the parcels are located. 

26 (b) A person that relocates a biotechnology and health 

27 sciences industry facility from outside a biotechnology and 

28 health sciences industry zone into a zone is not a.qualified 

29 business, unless the business: 

30 (l)(i) .increases full-time employment in the first full 

31 year of operation within the biotechnology and health sciences 

32 industry zone by at least 20 percent measured relative to the 

33 operations that were relocated and maintains the required level 

· 34 of employment for each year the zone designation applies; or 

35 (ii) makes a capital investment in the property located 

36 within a zone equivalent to ten percent of the gross revenues of 
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1 operation that were relocated in the immediately preceding 

2 taxable year; and 

3 (2) enters a binding written agreement with the 

4 commissioner that: 

5 (i) pledges the business will meet the .requirements of. 

6 clause (l); 

7 (ii) provides for repayment of all tax benefits enumerated 

8 under section 469.336 to the business under the procedures in 

9 section 469.340, if the requirements of clause. (1) are not met; 

10 and 

11 (iii) contains any other terms the commissioner determines 

12 appropriate. 

13 [EFFECTIVE DATE.] This section is effective re1troactively 

14 from June 9, 2003. 

15 Sec. 19. Minnesota Statutes 2004, section 469.335, is 

16 amended to read: 

17 469.335 [APPLICATION FOR TAX BENEFITS.] 

18 (a) To claim a tax credit or exemption against a state tax 

19 under section 469.336, clauses (2) through (5), a business must 

20 apply to the commissioner for a tax credit certificate. As a· 

21 condition of its application, the business must agree to furnish 

22 information to the commissioner that is sufficient to verify the 

23 eligibility for any credits or exemptions claimed. The total 

24 

25 

26 

27 

28 

29 

.30 

31 

32 

33 

34 

35 

36 

amount of the state tax credits and exemptions allowed for the 

specified period may not exceed the amount of the tax credit 

certificates provided by the commissioner to the business. The 

commissioner must verify to the commissioner of revenue the 

amount of tax exemptions or credits for which each business is 

eligible. 

{b) A tax credit certificate issued under this section may 

specify the particular tax exemptions or credits against a state 

tax that the qualified business is eligible .to claim under 

section 469.336, clauses {2) through (5), and the amount of each 

exemptio·n or credit allowed. 

{c) The commissioner may issue $1,000,000 of tax credits or 

exemptions in fiscal year 2004. Any tax credits or exemptions 
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1 not awarded in fiscal year 2004 may be awarded in fiscal year 

2 2005. Any tax credits or exemptions not awarded in fiscal year 

3 2004 or 2005 do not cancel and may -be awarded in fiscal years 

4 2006 and 2007. 

5 (d) A qualified business must use the tax credits or tax 

6 exemptions granted under this section by the later of the end of 

7 the state fiscal year or the taxpayer's tax year in which the 

8 credits or exemptions are granted. 

9 [EFFECTIVE DATE.] This section is effective the day 

10 following final enactment. 

11 Sec. 20. Minnesota Statute~ 2004, section 469.337, is 

12 amended to read: 

13 469.337 [CORPORATE FRANCHISE TAX EXEMPTION.] 

14 (a) A qualified business is exempt from taxation under 

15 section 290.02, the alternative minimum tax under section 

16 290.0921, and the minimum fee under section 290.0922, on the 

17 portion of its income attributable to operations of a qualified 

18 business within the biotechnology and health sciences industry 

19 zone. This exemption is determined as follows: 

20 (1) for purposes of the tax imposed under section 290.02, 

21 by multiplying its taxable net income by its zone percentage and 

22 subtracting the result in determining taxable income; 

23 (2) for purposes of the alternative minimum tax under 

14 section 290.0921, by multiplying its alternative minimum taxable 

25 income by its zone percentage and reducing alternative minimum 

26 taxable income by this amount; and 

27 (3) for purposes of the minimum fee under section 290.0922, 

28 by excluding zone property and payroll ±n-~he-zene from the 

29 computations of the fee. The qualified business is exempt from 

30 the minimum fee if all.of its property is located in the zone 

31 and all of its payroll is zone payroll. 

32 (b) No subtraction is all~wed under this section in excess 

33 of 20 percent of the sum of the corporation's biotechnology and 

14 health sciences industry zone payroll and the adjusted basis of 

35 the property at the time that the property is first used in the 

36 biotechnology and health sciences industry zone by the 
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1 corporation. 

2 (c) No reduction in tax is allowed in excess of the amount 

3 allocated under section 469.335. 

4 [EFFECTIVE DATE.] This section is effective for tax. years 

5 beginning after December 31, 2003. 

6 · Sec. 21. Minnesota Statutes 2004, section 469.340, 

7 subdivision 1, is amended to re~d: 

8 Subdivision 1. [REPAYMENT OBLIGATION.] A business must 

9 repay the amount of the tax reduction listed in section 469.336 

10 and any refunds under sections 469.338 and 469.339 in excess of 

11 tax liability, received during the two years immediately before 

12 it ceased to operate in the zone, if the business: 

13 (1) received tax reductions authorized by section 469.336; 

14 and 

15 (2)(i) did not meet the goals specified in an agreement 

16 entered into with the applicant that states any obligation the 

17 qualified business must fulfill in order to be eligible for tax 

18 benefits. The commissioner of employment and economic 

19 development may extend for up to one year the period for meeting 

20 any goals provided in an agreement. The applicant may extend 

21 the period for meeting other goals by documenting in writing the 

22 reason for the extension and attaching a copy of the document to 

23 its next annual report to the commissioner of employment and 

24 economic_development; or 

25 (ii) ceased to operate its facility located within the 

26 biotechnology and health sciences industry zone or otherwise 

27 ceases to be or is not a qualified business. 

28 [EFFECTIVE DATE.] This section is effective the day 

29 following final enactment. 

30 Sec. 22. [FERGUS FALLS; ECONOMIC DEVELOPMENT.] 

31 Notwithstanding the time limits in Minnesota Statutes 2004, 

32 section 272.02, subdivision 39, the holding of property by the-~ 

33 city of Fergus Falls for later resale for economic development 

34 purposes is considered a public purpose for purposes of 

35 Minnesota Statutes, section 272.02, subdivision 8, for a period 

36 not to exceed 15 years. The other requirements of Minnesota 
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1 Statutes, section 272.02, subdivision 39, apply to property held 

2 by the city-under this section. 

3 '[EFFECTIVE DATE.] This section is effective the day after 

4 approval by the governing body of the city of Fergus Falls and 

5 compliance with Minnesota Statutes, section 645.021, subdivision 

6 3. 

7 Sec. 23. [CITY OF TAYLORS FALLS; BORDER CITY DEVELOPMENT 

8 ZONE.] 

9 Subdivision 1. [AUTHORIZATION.] The governing body of the 

10 city of Taylors Falls may designate all or any part of the city 

11 as a border city development zone. 

12 Subd. 2. [APPLICATION OF GENERAL LAW.] (a) Minnesota 

13 Statutes, sections 469.1731 to 469.1735, apply to the border 

14 city development zones designated under this section. The 

15 governing body of the city may exercise the powers granted under 

16 Minnesota Statutes, sections 469.1731 to 469.1735, including 

17 powers that apply outside of the zones. 

18 (b) The allocation under subdivision 3 for purposes of 

19 Minnesota Statutes, section 469.1735, subdivision 2, is 

20 appropriated to the commissioner of revenue. 

21 Subd. 3. [ALLOCATION OF STATE TAX REDUCTIONS.] (a) The 

22 cumulative total amount of the state portion of the tax 

23 reductions for all years of the program under Minnesota 

24 Statute&, sections 469.1731 to 469.1735, for the city of Taylors 

25 Falls, is limited to $100,000. 

26 (b) This allocation may be used for tax reductions provided 

27 in Minnesota Statutes, section 469.1732 or 469.1734, or for 

28 reimbursements under Minnesota Statutes, section 469.1735, 

29 subdivision 3, but only if the governing body of the city of 

30 Taylors Falls determines that the tax reduction or offset is 

31 necessary to enable a business to expand within the city or to 

32 attract a business to the.city. 

33 (c) The commissioner of revenue may waive the limit under 

34 this subdivision using the same rules and standards provided in 

35 Minnesota Statutes, section 469.169, subdivision 12, paragraph 

36 ~ 
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1 [EFFECTIVE DATE; LOCAL APPROVAL.] This section is effective 

2 upon approval by a majority of the voters of the city of Taylors 

3 Falls voting on the question at a general election. 

4 Sec. 24. [REVISOR'S INSTRUCTION.] 

5 The reviser shall renumber Minnesota Statutes, section 

6 469.310, subdivision li, as section 469.3135, and insert the 

7 following definition of "qualified business" in Minnesota 

8 Statutes, section 469.310: "~Qualified business' means the 

9 entity described in section 469.3135." 

10 Sec. 25. [REPEALER.] 

11 Minnesota Statutes 2004, section 272.02, subdivision 65, is 

12 repealed effective for taxes payable in 2006 and thereafter. 

13 Minnesota Statutes 2004, section 477A.08, is repealed effective 

14 for aid payable in 2005 and thereafter .• 

15 ARTICLE 10 

16 TAX SHELTERS 

17 Section 1. [270.103] [EQUITABLE ACTIONS.] 

18 (a) The commissioner may bring a civil action to enjoin any 

19 person from taking action or failing t6 take action that is 

20 subject to penalty under section 289A.60, subdivisions 7, 20, 

21 20a, 26, 27~ and 28. 

22 (b) In any action under paragraph (a), the court may enjoin 

23 the person from engaging in the conduct, if the court finds that: 

24 (1) the person has enQaged in the specified conduct; and 

25 (2) injunctive relief is appropriate- to prevent recurrence 

26 of the conduct. 

27 [EFFECTIVE DATE.] This section is effective the day 

28 following final enactment. 

29 Sec. 2. [289A.121] [TAX SHELTERS SPECIAL RULES.] 

30 Subdivision 1. [SCOPE.] The provisions of this section 

31 apply to a tax shelter that: 

32 (1) is organized in this state; 

33 ( 2) is doing business in this state; 

34 ( 3) is deriving income from sources in this state; or 

35 (4) has one or more investors that are- Minnesota taxpayers 

36 _under chapter 290. 
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1 Subd. 2. [DEFINITIONS.] (a) For purposes of this section, 

2 the definitions under sections 6111 and 6112 of the Internal 

3 Revenue Code, including the regulations under those sections, 

4 apply. 

5 (b) The term "tax shelter" includes any reportable 

6 transactioh under subdivision 5. 

7 Subd. 3. [REGISTRATION.] (a) Any tax shelter organizer 

8 required to register a tax shelter under section 6111 of the 

9 Internal Revenue Code must register the shelter with the 

10 commissioner. 

11 (b) A tax shelter organizer subject to this subdivision 

12 must send a duplicate of the federal registration information, 

13 along with any other information the commissioner requires, to 

14 the commissioner not later than the day on which interests in 

15 that tax shelter are first offered for sale. 

16 (c) In addition to the requirements under paragraph (b), 

ll any listed transactions must be registered with the commissioner 

18 by the latest of: 

19 (1) 60 days after entering.into the transaction; 

20 (2) 60 days after the transaction becomes a listed 

21 transaction; or 

22 (3) December 31, 2005. 

23 Subd. 4. [REGISTRATION NUMBER.] (a) Any person required to 

24 register under section 6111 of the Internal Revenue Code who 

25 receives a tax registration number from the Secretary of the 

26 Treasury must, within 30 days after requested by the 

27 commissioner, file a statement of that registration number with 

28 the commissioner. 

29 (b) Any person who sells or otherwise transfers an interest 
I 

30 in a tax shelter must, in th·e same time and manner required 

31 under section 6lll(b) ·of the Internal Revenue Code, furnish to 

32 each-investor who purchases or otherwise acquires an interest in 

33 the tax shelter the identification number assigned under federal 

34 law to the tax shelter. 

35 (c) Any person claiming any deduction, credit, or other tax 

36 benefit by· reason of a tax shelter must include on the return of 
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1 tax on which the deduction, credit, or other benefit is claimed 

2 the identification number assigned under federal law to the tax 

3 shelter. 

4 Subd. 5. [REPORTABLE TRANSACTIONS.] (a) For each taxable 

5 year in which a taxpayer must make a disclosure statement under 

6 Code of Federal Regulations, title 26, section 1.6011-4, for a 

7 reportable transaction, including a listed transaction, in which 

8 the taxpayer participated in a taxable year for which a return 

9 is required under chapter 290, the taxpayer.must file a copy of 

10 the disclosure with the commissioner. 

11 (b) Any taxpayer that is a member of a unitary business 

12 group that includes any person that must make a disclosure 

13 statement under Code of Federal Regulations, title 26, section 

14 1.6011-4, must file ·a disclosure under this subdivision. 

15 (c) Disclosure under this subdivision is required for any 

16 transaction entered into after December 31, 2001, that the 

17 Internal Revenue Service determines is a listed transaction at 

18 any time, and must be made in the manner prescribed by the 

19 commissioner. For transactions in which the taxpayer 

20 participated for taxable years ending before December 31, 2005, 

21 disclosure must be made by the due date of the first return 

22 required under chapter 290 after the enactment of this section. 

23 With respect to transactions in which the taxpayer participated 

24 for taxable years ending on and after December 31, 2005, 

25 disclosure must be made in the time and manner prescribed in the 

26 Code of Federal Regulations, title 26, section l.6011-4(e). 

27 (d) Notwithstanding paragraphs (a) to (c), no disclosure is 

28 required for transactions entered into after December 31, 2001, 

29 and before January 1, 2006, (1) if the taxpayer has filed an 

30 amended income tax return which reverses the tax benefits of the 

31 potential tax avoidance transaction, or (2) as a result of a 

32 federal audit the Internal Revenue-service has determined the 

33 tax treatment of the transaction and an amended return has been 

34 filed to reflect the federal treatment. 

35 Subd. 6. [ABUSIVE SHELTERS; LISTS OF INVESTORS.] (a·) Any 

36 person required to maintain a list under section 6112 of the 
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l Internal Revenue Code with respect to a potentially abusive tax 

2 shelter must furnish.the list to the commissioner no later than 

3 when required under federal law. The list required under this 

4 subdivision must include the same information required with 

5 respect to a potentially abusive tax shelter under Code of 

6 Federal Regulations, title 26, section 301.6112-1, and any other 

7 information the commissioner requires. 

8 (b) For transactions entered into on or after December 31, 

9 2001, that become listed transactions at any time, the list must 

10 be furnished to the commissioner by the·1a·test of: 

11 (1) 60 days after entering into the transaction; 

12 (2) 60 days after the transaction becomes a listed 

13 transaction; or 

14 (3) December 31, 2005. 

15 [EFFECTIVE.DATE.] This section is effective the day 

16 following final enactment. 

17 Sec. 3. Minnesota Statutes 2004, section 289A.38, is 

18 amended by adding a subdivision to read: 

19 Subd. 15. [REPORTABLE TRANSACTIONS.] If a taxpayer fails 

20 to include on any return or s~atement for any taxable year any 

21 information with respect to a reportable. transaction, as 

22 required by federal law and under section 289A.121, subdivision 

23 5, the commissioner may recompute the tax, including a refund, 

24 within six years after the return is filed with respect to the 

25 taxable year in which the taxpayer participated in the 

26 reportable transaction. If tax is assessable solely because of 

27 this section, the assessable deficiency is limited to the items 

28 that were not disclosed as required under section 289A.121, 

29 subdivision 5. 

30 [EFFECTIVE DATE.] This section is effective the day 

31 following final enactment. 

32 Sec. 4. Minnesota Statutes 2004, section 289A.60, 

33 subdivision 4, is ·amended to read: 

34 Subd. 4. [SUBSTANTIAL UNDERSTATEMENT OF LIABILITY; 

35 PENALTY.] ~The commissioner of revenue shall impose a penalty 

36 for substantial understatement of any tax payable to the 
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1 commissioner, except a tax ·imposed under chapter 297A. 

2 JE.l There must be added to the tax an amount equal to 20 

3 percent of the amount of any underpayment attributable to the 

4 understatement. There is a substantial understatement of tax 

5 for the period if the amount of the understatement for the 

6 period exceeds the greater of: 

7 (1) ten percent of the tax required to be shown on the 

8 return for the period; or 

9 (2)tetJil $10,000 in ·the case of a mining company or a 

10 corporation, other than an S corporation as defined in section 

11 290. 9725·, when the tax is imposed by chapter 290 or section 

12 298.01 or 298.015, or 

13 tbt(ii) $5,000 in the case of any other taxpayer, and in 

14 the case of a mining company or a corporation any tax not 

15 imposed by chapter 290 or section 298.01 or 298.015. 

16 (c) For a corporation, other than an S corporatiori, that 

17 has been contacted by the commissioner ·regarding the use of a 

18 potentially abusive tax shelter, as defined under section 

19 289A.121, there is also a substantial understatement of tax for 

20 any taxable year if the amount of the understatement for the 

21 taxable year exceeds the lesser of: 

22 (1) ten percent of the tax required to be shown on the 

23 return for the taxable year (or, if greater, $2,500); or 

24 (2) $5,000,000. 

25 ill The term "understatement" means the excess of the 

26 amount of the tax required to be shown on the return for the 

27 period, over the amount of the tax imposed that is shown on the 

28 return. The amount of the understatement shall be reduced by 

29 that part of the understatement that is attributable to the tax 

30 treatment of any item by the taxpayer if there is or was 

31 substantial authority for the treatment, or any item with 

32 

33 

34 

35 

36 

respect to which the relevant facts affecting the item's tax 

treatment are adequately disclosed in the return or in a 

statement attached to the retrirn. The.special rules in cases 

involving tax shelters provided in section 6662(d)(2)(C) of the 

Internal Revenue Code shall apply and shall apply to a tax 
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1 shelter the principal purpose of which is the avoidance or 

2 evasion of state taxes. The commissioner may abate all or any 

3 part of the addition to the tax provided by this section on a 

4 showing by the taxpayer that there was reasonable cause for the 

5 understatement, or part of it, and that the taxpayer acted in 

6 good faith. The additional tax and penalty shall bear interest 

7 at the rate specified in section 270.75 from the time the tax 

8 should have been paid until paid. 

9 (e) For taxpayers that have been contacted by the 

10 commissioner regarding the use of a potentially abusive tax 

11 shelter within the meaning of section 298A.121, the.amount of 

12 the understatement is reduced by that part of the understatement 

13 that is attributable to the tax treatment of any item by the 

14 taxpayer if the taxpayer had reasonable belief that ·the tax 

15 treatment was more likely than not the proper treatment or if 

16. any item with respect to which the· relevant facts affecting the 

17 item's tax treatment are adequately disclosed in the return or 

18 in a statement attached to the return. 

19 [EFFECTIVE DATE.] This section is effective for taxpayers 

20 contacted by the commissioner after the day following final 

21 enactment. 

22 Sec. 5. Minnesota Statutes 2004, section 289A.60, 

23 subdivision 7, is amended to read: 

24 Subd. 7. [PENALTY FOR FRIVOLOUS RETURN.]~ If a taxpayer 

25 files what purports to be a tax return or a claim for refund but 

26 which does not contain information on which the substantial 

27 correctness of the purported return. or claim for refund may be 

28 judged or contains information that on its face shows that the 

29 purported return or claim for refund is substantially incorrect 

. 30 and the conduct is due to a position that is frivolous or a 

31 desire that appears on the purported return or claim for refund 

32· to delay or impede the administratfon of Minnesota tax laws, 

33 then the individual shall pay a penalty of the greater of $1,000 

34 or 25 percent of the amount of tax required to be shown on the 

35 return. In a proceeding involving the issue of whether or not a 

-36 person is liable for this penalty, the burden of proof is on the 
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1 commissioner. 

2 (b) If the taxpayer has been contacted by the commissioner 

3 of revenue regarding the use of a potentially abusive tax 

4 shelter within the meaning of section 289A.121, the penalty 
\ 

5 under this subdivision is the greater of $5,000 or 25 percent of 

6 the amount of tax required to be shown on the return. 

7 [EFFECTIVE DATE.] This section is effective for returns or 

8 claims filed after the day following final enactment. 

9 Sec. 6. Minnesota Statutes 2004, section 289A.60, 

10 subdivision 20, is amended to read: 

11 Subd. 20. [PENALTY FOR PROMOTING ABUSIVE TAX SHELTERS.] 

12 Any person who: 

13 (l)(i) organizes or assists in the organization of a 

14 partnership or other entity, an investment plan or arrangement, 

15 or any other plan or arrangement, or (ii) participates in the 

16 sale of any interest in an entity or plan or arrangement 

17 referred to in clause (i); and 

18 (2) makes or furnishes in connection with the organization 

19 or sale a statement with respect to the allowability of a 

20 deduction or credit, the excludability of income, or the 

21 securing of any other tax benefit by reason of holding an 

22 interest in the entity or participating in the plan or 

23 arrangement that the person knows or has reason to know is false 

24 or fraudulent concerning any material matter, shall pay a 

25 penalty equal to the greater of $1,000 or %6 50 percent of the 

26 gross income derived or to be derived by the person from the 

27 activity. 

28 The penalty imposed by this subdivision is in addition to 

29 any other penalty provided by this section. The penalty must be 

30 collected in the same manner as any delinquent- income tax. In a 

31 proceeding involving the issue of whether or not any person is 

32 liable for-this penalty, the burden of proof is upon the 

33 commissioner. 

34 [EFFECTIVE DATE.] This section is effective for 

35 transactions entered into after the day following final 

36 enactment. 
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1 Sec. 7. Minnesota Statutes 2004, section 2~9A.60, is 

2 amended by adding a subdivision to read: 

3 Subd. 20a. [AIDING AND ABETTING UNDERSTATING OF TAX 

4 LIABILITY.] {a) A penalty in the amount under paragraph {b) for 

5 each document is imposed on each person who: 

6 (1) aids or assists in, procures, or advises with respect 

7 to, the preparation or presentation of any portion of a return, 

8 affidavit, claim, or other document; 

9 (2) knows or has reason to believe that the portion of a 

10 return, affidavit, claim, or other document will be used in 

11 connection with any material matter arising under the Minnesota 

12 individual income or corporate franchise tax; and 

13 (3) knows that the portion, if so used, would result in an 

14 understatement of the liability for tax of another person. 

1·5 { b) { 1) Except as provided in clause ( 2) , the amount of the 

16 penalty imposed by this subdivision is $1,000. 

17 (2) If the return, affidavit, claim, or other document 

18 relates to the tax liability of a corporation, the amount of the 

19 penalty imposed by paragraph {a) is $10,000. 

20 (3) If any person is subject to a penalty under paragraph 

21 (a) for any document relating to any taxpayer for any taxable 

22 period or taxable event, the person.is not subject to a penalty 

23 under paragraph {a) for any other document relating to the 

24 taxpayer for the taxable period or event. 

25 (c) For purposes of this subdivision, "procures" includes 

26 (i) ordering or otherwise causing any other person to do an act, 

27 and (ii) knowing of, and not attempting to prevent, 

28 participation by any other person in an act. 

29 (d) The penalty under this subdivision applies whether or 

30 not the understatement is with the knowledge or consent of the 

31 persons authorized or required to present the return, affidavit, 

32 claim, or -other document. 

33 (e) For purposes of paragraph (a), clause (1), a person 

,34 furnishing typing, reproducing, or other mechanical assistance 

35 with respect to a document is not treated as having aided or 

36 assisted in the preparation of the document by reason of the 
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·1 assistance. 

2 (f)(l) Except as provided by clause (2), the penalty 

3 imposed by this section· is in addition to any other penalty 

4 provided by law. 

5 (2) No penalty applies under subdivision 20 to any person 

6 for any document for which a penalty is assessed on the person 

7 under this subdivision. 

8 [EFFECTIVE DATE.] This section is effective for documents 

9 prepared after the day following final enactment. 

10 Sec. 8. Minnesota Statutes 2004, section 289A.60, is 

11 amended by adding a subdivision to read: 

12 Subd. 26. [TAX SHELTER PENALTIES; REGISTRATION AND 

13 LISTING.] (a) For purposes of this subdivision, "material 

14 advisor" has the meaning given it under Code of Federal 

15 Regulations, title 26, section 301.6112-l(c)(2). 

16 (b) The penalties in this subdivision apply in connection 

17 with the use of tax shelters, as defined under section 289A.121. 

18 (c) A person who fails to register a tax shelter, including 

19 providing all of the required information under section 

20. 289A.121, subdivision 3, is subject to a penalty of $15,000. If 

21 the tax shelter is a listed shelter and disclosure is not made 

22 as required by section 289A.121, subdivision 5, a penalty 

23 applies equal to the greater of: 

24 (lt $100t000; 

25 (2) 50 percent of the gross income that the organizer or 

26 material advisor derived from that activity; or 

27 (3) 75 percent of the gross income that the organizer or 

28 material advisor derived from that activity if the organizer or 

29 material advisor intentionally failed to act. 

O (d) Any person who fails to supply a tax shelter 

31 registration number required under section 289A.121, subdivision 

32 4, paragraph (b), is subject to a penalty of $100 for each 

33 failure. Any person who fails to include a tax shelter 

34 registration number on a return as required under section 

35 289A.121, subdivision 4, paragraph (c), is subject to a penalty 

36 of $250 for each failure, unless the failure was due to 
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1 reasonable cause. The penalties under this paragraph are in 

2 addition to any penalties under paragraph (c). 

3 (e) The person required to maintain or provide a list under 

4 section 289A.121, subdivision 6, is subject to a penalty equal 

5 to: 

6 (1) for reportable transactions, $10,000 for each day after 

7 the 20th day that the organizer or material advisor failed to 

8 make the list available to the commissioner after written 

9 request for that list was made; and 

10 -(2) for listed transactions, the greater of: 

11 (i) $100,000; or 

12 (ii) 50 percent of the gross income that the organizer or 
I 

13 material advisor derived from that activity~ 

14 (f) The penalty imposed by this subdivision is in addition 

15 to any penalty imposed under this section. 

16 [EFFECTIVE DATE.] This section is effective for taxable 

17 years beginning after December 31, 2000. 

18 Sec. 9. Minnesota Statutes 2004, section 289A.60, is 

19 amended by adding a subdivision to read: 

20 Subd. 27. [FAILURE TO REPORT; REPORTABLE TRANSACTION.]~ 

21 Any large entity or high net worth individual who fails to 

22 include on any return or statement any information with respect 

23 to a reportable transaction that is required under section 6011 

24 of the Internal Revenue Code and under section 289A.121, to be 

25 included with that return or statement must pay a penalty for 

26 each omission in the amount determined under paragraph (b). 

27 (b) The penalty is $15,000, except for a listed transaction 

28 the penalty is $30,000. 

29 (c) For purposes of this subdivision: 

30 (1) "High net worth individual" means, for a transaction, 

31 an individual whose net worth exceeds $2,000,000 immediately 

32 before the transaction. 

33 (2) "Large entity" means, for any taxable year, a person, 

14 other than an individual, with gross receipts in excess of 

35 $10,000,000 for either the taxable year in which the reportable 

36 transaction occurs or in the preceding taxable year. Rules 
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1 similar to the rules of section 448(c)(2) and 448(c)(3) of the 

2 Internal Revenue Code, other than section 448(c)(3)(A) of the 

3 Internal Revenue Code, apply. 

4 (3) "Reportable transaction" means a reportable transaction 

· 5 under section 289A.121, subdivision 5. 

6 (4) Except. as provided in regulations prescribed by the 

7 Secretary of the Treasury, the term "listed transaction" means a 

8 reportable transaction, as defined in clause (3), that is the 

9 same as, or substantially similar to, a transaction specifically 

10 identified by the Secretary of the Treasury for purposes of 

11 section 6011 of the Internal Revenue Code for federal income tax 

12 purposes as a tax avoidance transaction. 

13 (d) The penalty imposed by this subdivision is in addition 

14 to any penalty imposed under this section. 

15 [EFFECTIVE DATE.] This section is effective for taxable 

16 years beginning after December 31, 2000. 

17 Sec. 10. Minnesota Statutes 2004, section 289A.60, is 

18 amended by adding ~ subdivision to read: 

19 Subd. 28. [REPORTABLE TRANSACTION UNDERSTATEMENT.] (a) If 

20 a taxpayer has a reportable transaction understatement for any 

21 taxable year, an amount equal to 20 percent of the amount of the 

22 understatement must be added to the tax. 

23 (b)(l) For purposes of this subdivision, "reportable 

24 transaction understatement" means the product of: 

25 (i) the amount of the increase, if any, in taxable income 

26 that results from a difference between the proper tax treatment 

27 of an item to which this section applies and the taxpayer's 

28 treatment of that item as shown on the taxpayer's tax return; 

29 and 

30 (ii) the highest rate of tax imposed on the taxpayer under 

31 section 290.06. 

32 (2) For purposes of clause (l)(i), any reduction of the 

33 excess of deductions allowed for the taxable year over gross 

34 income for that year, and any reduction in the amount of capital 

35 losses which would, without regard to section 1211 of the 

36 Internal Revenue Code, be allowed for ··that year, must be treated 
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1 as an increase in taxable income. 

2 (c) This subdivision applies to any item that is 

3 attributable to: 

4 (1) any listed transaction under section 289A.121; and 

5 (2) any reportable transaction, other than a listed 

6 transaction, if a significant purpose of that transaction is the 

7 avoidance or evasion of federal income tax liability. 

8 (d) The penalty imposed by this subdivision is in addition 

9 to any penalty imposed under this section. 

10 [EFFECTIVE DATE.] This section is effective for taxable 

11 years beginning after December 31, 2000. 

12 Sec. 11. Minnesota Statutes 2004, section 289A.60, is 

13 amended by adding a subdivision to read: 

14 Subd. 29. [ADDITION TO TAX.] (a) If a taxpayer has been 

15 contacted by the commissioner regarding the use of a potentially 

16 abusive tax shelter and has a deficiency, there must be added to 

17 the tax an amount egual to 100 percent of the interest payable 

·18 under section 270.75 for the period beginning on the last date 

19 prescribed by law for the payment of that tax, determined 

20 without regard to extensions, and ending on the date the notice 

21 of proposed assessment is mailed. 

22 (b) "Potentially abusj.ve tax shelter" means: 

23 (1) any tax shelter, as defined in section 6111 of the 

24 Internal Revenue Code, for which registration is required under 

25 section 289A.121; or 

26 (2) any entity, investment plan or arrangement, or other 

27 plan or arrangement which is of a type that the Secretary of the 

28 Treasury determines by regulations as having a potential for tax 

29 avoidance or evasion. 

30 (c) The penalty imposed by this subdivision is in addition 

31 to any other penalty imposed under this section and to the 

32 inter.est computation for purposes of ~ection 270. 75. 

33 [EFFECTIVE DATE.] This section is effective for notices of 

34 proposed assessments mailed after the day following final 

35 enactment. 

36 Sec. 12. Minneso.ta Statutes 2004, section 289A. 60, is 
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1 amended by adding a subdivision to read: 

2 Subd. 30. [AUTHORITY TO ABATE TAX SHELTER PENALTIES.]~ 

3 Notwithstanding section 270.07, the commissioner may abate all 

4 or any portion of any penalty imposed by subdivisions 20, 20a, 

5 and 26 to 29 for any violation, only if all of the following 

6 apply: 

7 (1) the violation is for a reportable transaction, other 

8 than a listed transaction, as defined under Code of Federal 

9 Regulations, title 26, section 6011-4; 

10 (2) the person on whom the penalty is imposed has a history 

11 of complying with the requirements of this chapter and chapter 

12 290; 

13 (3) the violation is due to an unintentional mistake of 

14 fact; 

15 (4) imposing the penalty would be against equity and good 

16 conscience; and 

17 (5) abating the penalty would promote compliance with the 

.1a requirements of chapter 290. 

19 (b) The exercise of authority under paragraph (a) is at the 

20 sole discretion of the commissioner and may not be delegated. 

21 Notwithstanding any other law or rule, a determination under 

22 this subdivision may not be reviewed in any administrative or 

23 judicial proceeding. 

24 Sec. 13. Minnesota Statutes 2004, section 289A.60, is 

25 amended by adding a subdivision to read: 

26 Subd. 31. [INTEREST COMPUTATION.] For an amended return 

27 filed after De·cember 31, 2005, and before the taxpayer is 

28 contacted by - the Internal Revenue Service or ·the commissioner 

29 regarding a potentially abusive tax shelter, then, for taxable 

30 years beginning after December 31, 2001, with respect to any 

31 understatement of tax related to using reportable transactions 

32 as defined in section 28~A.121, the taxpayer is subject to 

33 interest at a rate- of 150 percent of the applicable rate under 

34 section 270.75. 

35 [EFFECTIVE DATE.] This section is effective for taxable 

36 years beginning after December 31, 2005. 
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1 Sec. 14. [VOLUNTARY COMPLIANCE INITIATIVE.] 

2 Subdivision 1. [ESTABLISHMENT.] The commissioner of 

3 revenue shall establish and administer a voluntary compliance 

4 initiative for taxpayers subject to Minnesota Statutes, section 

5 289A.60, subdivision 26, 27, or 28. 

6 Subd. 2.. [TIME PERIOD; SCOPE.] (a) The commis.sioner shall 

7 conduct the voluntary compliance initiative from July 1, 2005, 

8 to December 31, 2005, under Minnesota Statutes, section 270.07. 

9 (b) The voluntary compliance initiative applies to tax· 

10 liabilities and penalties attributable to an abusive tax 

11 avoidance transaction for taxable years beginning before January 

12 1, 2005. An abusive tax avoidance transaction means a listed 

13 transaction, a potentially abusive tax shelter, or a reportable 

14 transaction as those terms are used in Minnesota Statutes, 

15 section 289A.121. 

16 Subd. 3. [ELIGIBILITY.] (a) No person may participate in 

17 the voluntary compliance initiative, if: 

18 (1) the taxpayer was convicted of a crime in connection 

19 with an abusive tax avoidance transaction or transactions; 

20 (2) a criminal complaint was filed against the taxpayer in 

21 connection with an abusive tax.avoidance transaction or 

22 transactions; 

23 (3) the taxpayer is the subject of a criminal investigation 

24 in connection with an abusive tax avoidance transaction or 

25 transactions; or 

26 (4) the taxpayer was eligible to participate in the 

27 Internal Revenue Service's Offshore Voluntary Compliance 

28 Initiative, as set forth in Revenue Procedure 2003-11. 

29 (b) A person not disqualified under paragraph (a) may 

30 participate in the voluntary compliance initiative. 

31 Subd. 4. [ELECTION; COMMISSIONER AUTHORITY.] (a) An 

32 eligible taxpayer that meets the requirements of subdivision 3 

33 with respect to any taxable year may elect to participate in the 

34 voluntary compliance program -under either subdivision 5 or 6 for 

35 a particular tax avoidance period. The election must be made 

~6 separately for each taxable year and in the form and manner 
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1 prescribed by the commissioner, and once made is irrevocable. 

2 (b) The commissioner of revenue may issue forms and 

3 instructions and take other actions necessary, including the use 

4 of agreements under Minnesota Statutes, section 270.67, to 

5 implement the voluntary compliance initiative. 

6 Subd. 5. [PARTICIPATION WITHOUT RIGHT OF APPEAL.] (a) A 

7 person participating in the voluntary compliance initiative 

8 under this subdivision waives the right to an administrative 

9 appeal, to a claim for refund, or to file an action in district 

10 court or tax court. The person participating must: 

11 (1) file an amended return for each taxable year for which 

12 the taxpayer has filed a tax return using an abusive tax 

13 · avoidance transaction to underreport the taxpayer's tax 

14 liability for the taxable year. Each amended return must report 

15 all income from all sources, without regard to the abusive tax 

16 avoidance transactions; and 

17 (2) pay taxes and interest due in full, except that the 

18 commissioner of revenue may enter into an installment payment 

19 agreement under Minnesota Statutes, section 270.67, before the 

20 taxpayer files an amended return. 

21 (b) The commissioner of revenue shall abate all penalties 

·22 imposed under Minnesota Statutes, chapter 289A, which could have 

23 been assessed in connection with the use of an abusive tax. 

24 avoidance transaction, for each taxable year for which the 

25 taxpayer elects to participate in the voluntary compliance 

26 initiative under this subdivision, to the extent those penalties 

27 are a result of underrepprting of tax liabilities attributable 

28 to the use of abusive tax avoidance transactions, for which a 

29 participating person files an amended return in compliance with 

30 paragraph (a). 

31 (c) No criminal action must be brought against a taxpayer 

32 for the taxable years r·eported under the, voluntary compliance 

33 initiative with respect to the issues for.which a taxpayer 

34 voluntarily complies under this chapter. 

35 (d) A person filing an amended return under this 

36 subd.ivision of the voluntary compliance initiative may not file 
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l a claim for refund, an administrative appeal, or an action in 

2 district court with regard to the amount of taxes or interest 

3 paid· with the amended return. Nothing in this subdivision 

4 precludes a taxpayer from filing a claim for credit or refund 

5 for the same taxable year in which a tax avoidance transaction 

6 was reported if the credit or refund is not attributable.to the 

7 tax avoidance transaction. 

8 Subd. 6. [PARTICIPATION WITH RIGHT OF APPEAL.] (a) A 

9 person participating in the voluntary compli.ance initiative who 

10 does not waive the right to an administrative appeal, a claim 

11 for refund, or an action in district court must: 

·12 (1) file an amended return for each taxable year for which 

13 the taxpayer has filed a tax return using an abusive tax 

14 avoidance transaction to underreport the taxpayer's tax 

15 liability for that taxable year. Each amended return must 

16 report all income from all sources, without regard to the 

17 abusive tax avoidance transactions: and 

18 [2) pay taxes and interest due in full, except that the 

19 commissioner of revenue may enter into an installment payment 

20 agreement pursuant to Minnesota Statutes, section 270.67, prior 

21 to the taxpayer filing an amended return. 

22 (b) The commissioner of revenue shall abate all penalties 

23 imposed under Minnesota Statutes, chapter 289A, except for the 

24 penalty for substantial understatement of tax liability under 

25 Minnesota Statutes, section 289A.60, subdivision 4, determined 

26 without regard to paragraph (e) of that section, which could 

27 have been assessed in connection with the use of an abusive tax 

28 avoidance transaction, for each taxable year for which the 

29 taxpayer elects to participate in the voluntary compliance 

_30 initiative under this subdivision, to the extent those penalties 

31 apply to underreporting of tax li~bilities attributable to the 

32 use of abusive tax avoidance transactions for which a 

33 participating person files an amended return in compliance with 

34 paragraph (a). 

35 (c) No criminal action must be brought against a taxpayer 

36 for the taxable years reported under the voluntary compliance 
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1 initiative with respect to the issues for which a taxpayer 

2 voluntarily complies under this chapter. 

3 (d) The taxpayei may file a claim for refund, an 

4 administrative appeal, or an action in district court only after 

5 the earlier of the following occurs: 

6 (1) the date the commissioner of revenue takes action on 

7 the claim for refund for the taxable-year; 

8 (2) the later of: 

9 (i) 180 days after the date of a final determination by the 

10 Internal Revenue Service with respect to the transaction or 

11 transactions to which Minnesota Statutes, chapter 290, applies; 

12 or 

13 (ii) four years after the date the claim for refund was 

14 f ilea·, or one year after full payment of all tax was made, 

15 including penalty and interest, whichever is later. 

16 (e)(l) The taxpayer is subject to the substantial 

17 understatement penalty under Minnesota Statutes, section 

18 289A.60, subdivision 4. The penalty may be assessed: 

19 (i) when the commissioner of revenue takes action on the 

20 claim fo~ refund; or 

21 (ii) when a federal ·aetermination becomes final· for the 

22 same issue, in which case the penalty must be assessed, and may 

23 not be abated, if the penalty was assessed at the federal level. 

24 (2) In determining the amount of the underpayment of tax, 

25 Code of Federal Regulations, title 26, section l.6664-2(c)(2), 

26 relating to qualified amended returns, applies. The 

27 underpayment is the difference between ·the amount of tax on the 

28 original return and the correct amount of tax for the taxable 

29 year. The underpayment must not be less than the amount of the 

30 claim for refund filed by the taxpayer under paragraph (d) that 

31 was denied. 

32 . (3) The penalty is due and payable upon notice and demand 

33 by the commissioner of revenue. Only after the taxpayer ·has 

34 paid all amounts due, including the penalty, and the claim is 

.35 denied in whole or in part, may the taxpayer file an appeal 

36 under Minnesota Statutes, section 270.07, in conjunction with 
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1 the appeal filed under paragraph (d). 

2 Subd. 7. [COMMISSIONER ORDERS AND PENALTIES.] After 

3 December 31, 2005, the commissioner of revenue may issue an 

4 order of assessment within the time period permitted under 

5 Minnesota Statutes, section 289A.38, upon an amended return 

6 filed under this section for an underreported amount of tax, may 

7 impose penalties on an underreported amount of tax on an amended 

8 return filed under this chapter, or seek initiation of a 

9 criminal action against any person based on any underreported 

10 amount of tax on an amended return filed under this chapter. 

11 Subd. 8. [PENALTY RELIEF; EXCEPTION.] For purposes of this 

12 section, if the commissioner subseguently determines that the 

13 correct amount of Minnesota income tax was not paid for the 

14 taxable year for a participant in the voluntary compliance 

15 initiative, then the penalty relief under this section does not 

16 apply to any por-tion of the underpayment attributable to a tax 

17 avoidance transaction not paid to the state. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 Sec. 15. [APPROPRIATION.] 

21 For purposes of administering the voluntary compliance 

22 initiative and the tax shelter registration and compliance 

23 provisions of this act, $ •••.••• is appropriated from the 

24 general_ fund for fiscal year 2006 and$ ..•.•.• for fiscal year 

25 2007 to the commissioner of revenue. $ •.•.••• is added to the 

26 base budget. 

27 ARTICLE 11 

28 MISCELLANEOUS 

29 Section 1. (15.60] [PUBLIC SAFETY OFFICERS; AMERICAN 

30 FLAG.] 

31 (a) A public employer may not forbid a peace officer or 

32 firefighter from wearing -a patch or pin depicting the flag of-: 

33 the United States of America on the employee's uniform, 

34 according to customary and standard flag etiquette. However, a 

35 public employer may limit the size of a flag patch worn on a 

36 uniform to no more than three inches by five inches. 
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( 2) "firefighter" means a :eerson as defined in section 

299A.41, subdivision 4, clause ( 3} or ( 4} ; and 

( 3} "12ublic em12loyer" has the meaning given in section 

179A.03, subdivision 15, and also includes a munici12al fire 
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1 All duties and authority of the case reviewer under subdivisions 

2 1 and 2 are transferred to the taxpayer rights advocate. 

3 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment. 

5 Sec. 3. Minnesota Statutes 2004, section 270.02, 

6 subdivision 3, is amended to read: 

7 Subd. 3. [POWERS, ORGANIZATION, ASSISTANTS.] Subject to 

8 the provisions of this chapter and other applicable laws the 

9 commissioner shall have power to organize the department with 

10 such divisions and other agencies as the commissioner deems 

11 necessary and to appoint one deputy commissioner, a department 

12 secretary, directors of divis{ons, and such other officers, 

13 employees, and agents as the commissioner may deem necessary to 

14 discharge the functions of the department, define the duties of 

15 such officers, employees, and agents, and delegate to them any 

16 of the commissioner's powers or duties, subject to the 

17' commissioner's control and under.such conditions as the 

18 commissioner may prescribe. Appointments to exercise delegated 

19 power to sign documents which require the signature of the 

20 commissioner or a delegate by law shall be by written order 

21 filed with the secretary of state. The delegations of authority 

22 granted by the commissioner remain in effect until ·revoked by 

23. the commissioner or a successor commissioner. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 following final enactment. 

26 Sec. 4. Minnesota Statutes 2004, section 270.30, 

27 subdivision 1, is amended to read: 

28 Subdivision 1. [SCOPE.] tat This section applies to a 

29 person who 0££ers7 provides7-or-£ae±%±tates-the-pro•±s±on-0£ 

30 re£ttnd-ant±e±pat±on-ioans1-as-part-0£-or-±n-eonneet±on-w±th-the 

31 proY±s±on-0£ tax preparation services. 

32 fbt~~h±s-seet±on-does-not-appiy-to~ 

33 fit-a-tax-preparer-who-pro•±des-tax-preparat±on~ser•±ees 

34 £or-£ewer-than-s±x-ei±ents-±n-a-eaiendar-year; 

35 t~t-the-proY±s±on-by-a-person-0£-tax-~re~arat±on-serY±ees 

36 to-a-spottse7-parent7-grandparent7-eh±%d7-or-s±b%±ng;-and 
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1 t3t-~be-pro~±s±oft-o£-ser~±ees-~y-eft-empioyee-£or-eft 

2 empioyer. 

3 Sec. 5. Minnesota Statutes 2004, section 270.30, 

4 subdivision 5, is amended to read: 

5 Subd. 5. [ITEMIZED BILL REQUIRED.] A tax preparer must 

_ 6 provide an itemized statement of the charges for services, at 

7 least separately stating the charges for: 

8 {l) return preparation; and 

9 {2) e%ee~roft±e-£±%±ftg;-eft5 

10 t3t providing or facilitating a refund anticipation loan. 

11 Sec. 6. Minnesota Statutes 2004, section 270.30, is 

12 amended by adding a subdivision to read: 

13 Subd. Sa. [NONGAME WILDLIFE CHECKOFF.] A tax preparer must 

14 give written notice of the ·option to contribute to the nongame 

15 wildlife management account in section 290.431 to corporate 

16 clients that file an income tax return and to individual clients 

17 who file an income tax return or property tax refund claim 

18 form. This notification must: 

19 {l) state .substantially the following: "You can help 

20 preserve Minnesota's nongame wildlife, such as bald eagles and 

21 loons, by donating to the nongame wildlife fund. If you wish to 

22 donate, enter the amount on the appropriate line provided by 

23 your tax preparer or otherwise notify your tax preparer. This 

24 amount will decrease your refund or increase the amount you 

25 owe"; and 

26 {2) be included with information sent to the client at the 

27 same time as the preliminary worksheets or other documents used 

28 in preparing the client's return and must include a line for 

29 displaying contributions. 

30 [EFFECTIVE DATE.] This section is effective for returns 

31 prepared for taxable years beginning after December 31, 2004. 

32 Sec. 7. Minnesota Statutes 2004~ section 270.30, 

33 subdivision 6, is amended to read: 

34 Subd. 6. [ENFORCEMENT; PENALTIES.] The commissioner may 

35 impose an administrative penalty of not more than $1,000 per 

36 violation of subdivision 3, 4, or 5. The commissioner may 
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1 terminate a tax preparer's authority to transmit returns 

2 electronically to the state, if the commissioner determines the 

3 tax preparer engaged in a pattern and practice of violating this 

4 section. Imposition of a penalty under this subdivision is 

5 subject to the contested case procedure under chapter 14. The 

6 commissioner shall collect the penalty in the same manner as the 

7 income tax. Penalties imposed under this subdivision are public 

8 data. 

9 Sec. 8. Minnesota Statutes 2004, section 270.30, is 

10 amended by adding a subdivision to read: 

11 Subd. 6a. [EXCHANGE OF DATA; STATE BOARD OF 

12 ACCOUNTANCY.] The State Board of Accountancy shall refer to the 

13 commissioner complaints it receives about tax preparers who are 

14 not subject to the jurisdiction of the State Board of 

15 Accountancy and who are alleged to have violated the provisions 

16 of subdivisions 3 to 5. 

17 Sec. ·9. Minnesota Statutes 2004, section 270.30, is 

18 amended by adding a subdivision to read: 

19 Subd. 6b. [EXCHANGE OF DATA; LAWYERS BOARD OF PROFESSIONAL 

20 RESPONSIBILITY.] The Lawyers Board of Professional 

21 Responsibility may refer to the commissioner complaints it 

22 receives about tax preparers who are not subject to its 

23 jurisdiction and who are alleged to have violated the provisions 

24 of subdivisions 3 to 5. 

25 Sec. 10. Minnesota Statutes 2004, section 270.30, is 

26 amended by adding a subdivision to read:· 

27 Subd. 6c. [EXCHANGE OF DATA; COMMISSIONER.] The 

28 commissioner shall refer complaints about tax preparers who are 

29 alleged to have violated the provisions of subdivisions 3 to 5 

30 to: 

31 (1) the State Board of Accountancy, if the tax preparer is 

32 under its jurisdiction; and 

33 (2) the Lawyers Board of Professional Responsibility, if 

14 the tax preparer is under its jurisdiction. 

35 Sec. 11. Minnesota Statutes 2004, section 270.30, is 

36 amended by adding a subdivision to read: 
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1 Subd. 6d. [DATA PRIVATE.] Information exchanged on 

2 individuals under subdivisions 6a to 6c are private data under 

3 section 13.02, subdivision 12, until such time as a penalty is 

4 imposed as provided in section 326A.08 or by the Lawyers Board 

5 of Professional Responsibility. 

6 Sec. 12. Minnesota Statutes 2004, section 270.30, 

7 subdivision 8, is amended to read:· 

8 Subd. 8. [EXEMPTIONS; ENFORCEMENT PROVISIONS.] ill The 

9 pr6visions of sttbd±~±s±ons-6-and-~ thi~ section, except for 

10 subdivision 4, do not apply to: 

11 (1) an attorney admitted to practice under section 481.01; 

12 (2) a certified public accountant hoid±ng-a-eert±£±eate 

13 ttnder-seet±on-3i6A.64-or-a-~ersen-±sstted-a-~erm±t-te-~raet±ee 

14 ttnder-seet±en-3i6A.65 or other person wh6 is subject to the 

15 jurisdiction of the State Board of Accountancy; 

16 (3) a-~erson-des±gnated-as-a-reg±stered-aeeettnt±ng 

17 ~raet±t±ener-ttnder-M±nnesota-Rtties7-~art-ii6S.66667-or-a 

18 reg±stered-aeeottnt±ng-~raet±t±ener-£±rm-~sstted-a-~erm±t-ttnder 

19 M±nneseta-Rtties7-~art-ii65.~i697 

20 t4t an enrolled agent who has passed the special enrollment 

21 examination administered by the Internal Revenue Seryice; and· 

22 tSt ill any fiduciary, or the regular employees of a 

23 fiduciary, while acting on behalf of the fiduciary estate, the 

24 testator, truster, granter, or beneficiaries of theml. 

25 (5) a tax preparer who provides tax preparation services 

26 for fewer than six clients in a calendar year; 

27 (6) tax preparation services to a spouse, parent, 

28 grandparent, child, or sibling of the tax preparer; and 

29 (7) the preparation by an employee of the tax return of the 

30 employee's employer. 

31 Sec. 13~ [270.301] [PUBLICATION OF NAMES OF TAX PREPARERS 

32 SUBJECT TO PENALTIES.] 

33 Subdivision 1. [PUBLICATION OF LIST.] Notwithstanding any 

34 other law, the commissioner must publish as provided in this 

35 section a list or lists of tax preparers subject to penalties. 

36 Subd. 2. [REQUIRED AND EXCLUDED TAX PREPARERS.] ill 
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1 Subject to the limitations of paragraph (b), the commissioner 

2 must publish lists of tax preparers who have been convicted 

3 under section 289A.~3. 

4 (b) For the purposes of this section, tax preparers are not 

5 subject to publication if: 

6 (1) an administrative or court action contesting the 

7 penalty has been filed or served and is unresolved at the time 

8 when notice would be given under subdivision 3; 

9 (2) an appeal period to contest the penalty has not 

10 expired; or 

11 (3) the commissioner has been notified that the tax 

12 preparer is deceased. 

13 Subd. 3. [NOTICE TO TAX PREPARER.] (a) 'At least 30 days 

14 b~fore publishing the name of a tax preparer subject to penalty, 

15 the commissioner shall mail a written notice to the tax 

16 preparer, detailing the amount and nature of each penalty and 

17 the intended publication of the information listed in 

18 subdivision 4 related to the penalty. The notice must be mailed 

19 by first class and certified mail addressed to the last known 

20 address of the tax preparer. The notice must include 

21 information regarding the exceptions listed in subdivision 2, 

22 paragraph (b), and must state that the tax preparer's 

23 information will not be published if the tax preparer provides 

24 information establishing that subdivision 2, paragraph (b), 

25 prohibits publication of the tax preparer's name. 

26 (b) Thirty days after the notice is mailed and if the tax 

27 preparer has not proved to the commissioner that subdivision 2, 

28 paragraph (b), prohibits publication, the commissioner may 

29 publish in a list of tax preparers subject to penalty the 

30 information about the tax preparer that is listed in subdivision 

31 4. 

32 Subd. 4. [FORM OF LIST.] The list may be published .bY any __ _ 

33 medium or method. The list must contain the name, associated 

34 business name or names, address or addresses, and violation or 

35 violations for which a penalty was imposed of each tax preparer 

36 subject to penalty. 
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1 Subd. 5. [REMOVAL FROM LIST.] The commissioner shall 

2 remove the name of a tax preparer from the list of tax preparers 

3 published under this section: 

4 (1) when the commissioner determines that the name was 

5 included on the list in error; 

6 (2) within 90 days after the preparer has fully paid all 

7 fines imposed, served any suspension, and demonstrated to the 

8 satisfaction of the commissioner that the preparer has 

9 successfully completed any remedial actions required by the 

10 commissioner, the State Board of Accountancy, or the Lawyers 

11 Board of Professional Responsibility; or 

12 (3) when the commissioner has been notified that the tax 

13 preparer is deceased. 

14 Subd. 6. [NAMES PUBLISHED IN ERROR.] If the commissioner 

15 publishes a name under subdivision 1 in error, the tax preparer 

16 whose name was erroneously published has a right to request a 

17 retraction and apology. If the tax preparer so requests, the 

18 commissioner shall publish a retraction and apology 

19 acknowledging that the tax preparer's name was published in 

20 error. The retraction and apology must appear in the same 

21 medium and the same format as the original list·that contained 

22 the name listed in error. 

23 Subd. 7. [PAYMENT OF DAMAGES.] Actions against the 

24 commissioner of revenue or the state of Minnesota arising out of 

25 the implementation of this program must be brought under section 

26 270.276. 

27 [EFFECTIVE DATE.] The provision of this section requiring 

28 the commissioner to publish the· names of tax preparers applies 

29 only to publishing the names of those tax preparers who commit a 

. 30 crime under section 289A.63 on or after August 1, 2005. 

31 Sec. 14. Minnesota Statutes 2004, section 270.65, is 

32 amended to read: 

33 270. 65· .(DATE OF ASSESSMENT; DEFINITION.] 

34 For purposes of taxes administered by the commissioner, the 

35 term "date of assessment" means the date a liability reported on 

·36 a return was entered into the records of the commissioner or the 
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1 date a return should' have been filed, whichever is later; or, in 

2 the case of taxes determined by the commissioner, "date of 

3 assessment" means the date of the order assessing taxes or date 

4 of the return made by the commissioner; or, in the case of an 

5 amended return filed by the taxpayer, the assessment date is the 

6 date additional liability reported on the return, if any, was 

7 entered into the records of the commissioner; or, in the case of 

8 ·a consent agreement signed by the taxpayer under section 270.67, 

9 subdivision 3, the assessment date is the notice date shown on 

10 the agreement; or, in the case of a check from a taxpayer that 

11 is dishonored and results in an erroneous refund being given to 

12 the taxpayer, remittance of the check is deemed to be an 

13 assessment and the "date of assessment" is the date the check 

14 was received by the commissioner. 

15 [EFFECTIVE DATE.] This section is effective the day 

16 following final enactment. 

17 Sec. 15. Minnesota Statutes 2004, section 270.67, 

18 subdivision 4, is amended to read: 

19 Subd. 4. [OFFER-IN-COMPROMISE AND INSTALLMENT PAYMENT 

20 PROGRAM.] (a) In implementing the authority provided in 

21 subdivision 2 or in sections 8.30 and 160.15 to accept offers of 

22 installment payments or offers-in-compromise of tax liabilities, 

23 the commissioner of revenue shall prescribe guidelines for 

24 employees of the Department of Revenue to determine whether an 

25 offer-in-compromise or an ·offer to make installment payments is 

26 adequate and should be accepted to resolve a dispute. In 

27 prescribing the guidelines, the commissioner shall develop and 

28 publish schedules of national and local allowances designed to 

29 provide that taxpayers entering into a compromise or payment 

30 agreement have an adequate means to provide for basic living 

31 expenses. The guidelines must provide that the taxpayer's 

32 ownership -interest in a motor vehicle, to the extent of the 

33 value allowed in section 550.37, will not. be considered as an 

34 asset; in the case of an offer related to a joint tax liability 

35 of spouses, that value of two motor vehicles must be excluded. 

36 The guidelines must provide that employees of the department 
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1 shall determine, on the basis of the facts and circumstances of 

2 each taxpayer, whether the use of the schedules is appropriate 

3 and .that employees must not use the schedules to the extent the 

4 use would result in the taxpayer not having adequate means to 

5 provide for basic living expenses. ·The guidelines must provide 

6 that: 

7 (1) an employee of the department shall not reject an 

8 of fer-in-compromise or an of fer to make installment payments 

9 from a low-income taxpayer solely on the basis of the amount of 

10 the offer; and 

11 (2) in the case of an offer-in-compromise which relates 

12 only to issues of liability of the taxpayer: 

13 (i) the offer must not be rejected solely because the 

14 commissioner is unable to locate the ·taxpayer's return or return 

15 information for verification of the liability; and 

16 (ii) the taxpayer shall not be required to provide an 

17 audited, reviewed, or compiled financial statement. 

18 (b) The commissioner shall establish procedures: 

19 (1) that require presentation of a counteroffer or a 

20 written rejection of the offer by the commissioner if the amount 

21 offered by the taxpayer in an of fer-in-compromise or an of fer to 

22 make installment payments is not accepted by the commissioner; 

23 (2) for an administrative review of any written rejection 

24 of a proposed of fer-in-compromise or installment agreement made 

25 by a taxpayer under this section before the rejection is 

26 communicated to the taxpayer; 

27 (3). that allow a taxpayer to request reconsideration of any 

2a· written rejection of the offer or agreement to the commissioner 

29 of revenue to determine whether the rejection is reasonabl~ and 

30 appropriate under the circumstances; and 

31 (4) that provide for notification to the taxpayer when an 

32 offer-in-compromise has been accepted, and issuance of 

33 certificates of release of any liens imposed under section 

34 270.69 related to the liability which is the subject of the 

35 compromise. 

-36 (c) Each compromise proposal must be accompanied by a 
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1 nonrefundable Eayment of $250. If the comEromise ErOEosal is 

2 acceEted, the Eayment must be aEElied to the acceEted comEromise 

3 amount. If the comEromise is rejected, the Eayment must be 

4 aEElied to the outstanding tax debts of the taxEayer Eursuant 

5 section 270.652. In cases of financial hardshiE, uEon 

6 Eresentation of information establishing an inability to make 

7 the $250 Eayment, the commissioner may waive this requirement. 

8 [EFFECTIVE DATE.] This section is effective for offers in 

9 comEromise submitted after August 31, 2005. 

10 Sec. 16. Minnesota Statutes 2004, section 270.69, 

11 subdivision 4, is amended to read: 

to 

12 Subd. 4. [PERIOD OF LIMITATIONS.] The lien imposed by this 

13 section shall, notwithstanding any other_provision of law to the 

14 contrary, be enforceable from the time the lien arises and for 

15 ten years from the date of filing the notice of lien, which must 

16 be filed by the commissioner within five years after the date of 

17 assessment of the tax or final administrative or judicial 

18 determination of the assessment. A notice of lien filed in one 

19 county may be transcribed to the secretary of state or to any 

20 other county within ten years after the date of its filing, but 

21 the transcription shall not extend the period during which the 

22 lien is enforceable. A notice of lien may be renewed by the 

23 commissioner before the expiration of the ten-year period for an 

24 addition~l ten years. The taxpayer must receive written notice 

25 of the renewal. 

26 [EFFECTIVE DATE.] This section is effective the day 

27 following final enactment. 

28 Sec. 17. Minnesota Statutes 2004, section 270A.03, 

29 subdivision 5, is amended to read: 

30 Subd. 5. [DEBT.] "Debt" means a legal obligation of a 

31 natural person to pay a fixed and certain amount of money, which 

32 equals or exceeds $25 and which is due and payable to a claimant 

33 agency. The term includes criminal fines imposed under section 

34 609.10 or 609.125, fines imEosed for Eetty misdemeanors as 

35 defined in section 609.02, subdivision 4a, and restitution. The 

36 term also includes the co-payment for the appointment of a 
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1 district public defender imposed under section 611.17, paragraph 

2 (c). A debt may arise under a contractual or statutory 

3 obligation~ a court order, or other legal obligation, but need 

4 not have been reduced to judgment. 

5 A debt includes any legal obligation of a current recipient 

6 of assistance which is based on overpayment of an assistance 

7 grant where that payment is based on a client waiver or an 

8 administrative or judicial finding of an intentional program 

9 violation; or where the debt is owed to a program wherein the 

10 debtor is not a client at the time notification is provided to 

11 initiate recovery under this chapter and the debtor is not a 

12 current recipient of food support, transitional child care, or 

13 transitional medical assistance. 

14 A debt does not include any legal obligation to pay a 

15 claimant agency for medical care, including hospitalization if 

16 the income of the debtor at the time when the medical care was 

17 rendered does not exceed the following amount: 

18 (1) for an unmarried debtor, an income of $8,800 or less; 

19 (2) for a debtor with one dependent, an income of $11,270 

20 or less; 

21 (3) for a debtor with two dependents, an income of $13#330 

22 or less; 

23 (4) for a debtor with three dependents, an income of 

24 $15,120 or less; 

25 (5) for a debtor with four dependents, an income of $15,950 

26 or less; and 

27 (6) for a debtor with five or more dependents, an incom~ of 

28 $16,630 or less. 

29 The income amounts in this subdivision shall be adjusted 

30 for inflation for debts incurred in calendar years 2001 and 

31 thereafter. The dollar amount of each income level that applied 

32 to debts_incurred in the prior year shall be increased in the 

33· same manner as provided in section l(f) of the Internal Revenue 

34 Code of 1986, as amended through December 31, 2000, except that 

35 for the purposes of this subdivision the percenta~e increase 

36 shall be determined from the year starting September 1, 1999, 
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1 and ending August 31, 2000, as the base year for adjusting for 

2 inflation for debts incurred after December 31, 2000. 

3 Debt also includes an agreement to pay a MinnesotaCare 

4 premium, regardless of the dollar amount of the premium 

5 authorized under section 256L.15, subdivision la. 

6 Sec. 18. Minnesota Statutes 2004, section 270A.03, 

7 subdivision 7, is amended to read: 

8 Subd. 7. [REFUND.] "Refund" means an individual income tax 

9 refund or-poi±tieai-eontribtttion-re£ttft~7-pttrsttant-to-ehapter 

10 i99, or a property tax credit or refund, pursuant to chapter 

. 11 290A, or a sustainable forest tax payment to a claimant under 

12 chapter 290C. 

13 For purposes of this chapter, lottery prizes, as set forth 

14 in section 349A.08, subdivision 8, and amounts granted to 

15 persons by the legislature on the recommendation of the joint 

16 senate-house of representatives Subcommittee on Claims shall be 

17 treated as refunds. 

18 In the c~se of a joint property tax tefund payable to 

19 spouses under chapter 290A, the refund shall be considered as 

20 belonging to each spouse in the proportion of the total refund 

21 that equals each spouse's.proportion of the total income 

22 determined under section 290A.03, subdivision 3. In the case of 

23 a joint income tax refund under.chapter 289A, the refund shall 

24 be considered as belonging to each spouse in the proportion of 

25 the total refund that equals each spouse's proportion of the 

26 total taxable income determined under section 290.01, 

27 subdivision 29. The commissioner shall remit the entire refund 

28 to the claimant agency, which shall, upon the.request of the 

29 spouse who does not owe the debt, determine the amount of the 

30 refund belonging to that spouse and refund the amount to that 

31 spouse. For court fines, fees, and surcharges and court-ordered 

32 restftution und~r section 611A.04, subdivision 2, the notice 

33 provided by the commissioner of revenue under section 270A.07, 

34 subdivision 2, paragraph (b), serves as the appropriate legal 

35 notice to the spouse who does not owe the debt. 

36 [EFFECTIVE DATE.] This section is effective for political 
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1 contribution refund claims based on contributions made on or 

2 after July 1, 2005. 

3 Sec. 19. Minnesota Statutes 2004, section 289A.08, 

4 subdivision 16, is amended to read: 

5 Subd. 16. [TAX REFUND OR RETURN PREPARERS; ELECTRONIC 

6 FILING; PAPER FILING FEE IMPOSED.] (a) A "tax refund or return 

7 preparer," as defined in section 289A.60, subdivision 13, 

8 paragraph tgt 1!!1, who prepared more than 599 100 Minnesota 

9 individual income tax reiurns for the prior calendar year must 

10 file all Minnesota individual income tax returns prepared for 

11 the current calendar year by electronic means. 

12 ( b) Per-eax-reettrftS-:t'f"e:t'ared-£er-ehe-eax-year-begiru'iirtg-in 

13 .%99i7-ehe~45eeu-in-:t'aragraph-tat-is-redtteed-ee-%59• 

14 tet-Por-eax-reettrrts-:t're:t'ared-£er-eax-years-begirtrtirtg-a£eer 

15 Beeember-3i7-%99i7-ehe-u599u-irt-:t'aragra:t'h-tat-is-redtteed-ee-i99• 

16 tdt Paragraph. (a) does not apply to a return if the 

17 taxpayer has indicated on the return that the taxpayer did not 

18 want the return filed by electronic means. 

19 tet i£l For each return that is not filed electronically by 

20 a tax refund or return preparer under this subdivi~ion, 

21 including returns filed under paragraph tdt l!U_, a paper filing 

22 .fee of $5 is imposed upon the preparer. The fee is collected 

23 from the preparer in the same manner as income tax. The fee 

24 does not apply to returns that the commissioner requires to be 

25 filed in paper form. 

26 Sec. 20. Minnesota Statutes 2004, section 289A.37, 

27 subdivision 5, is amended to read: 

28 Subd. 5. [SUFFICIENCY OF NOTICE.] An order of assessment, 

29 sent postage prepaid by United States mail to the taxpayer at 

30 the taxpayer's last known address, or sent by electronic mail to 

31 the taxpayer's last known electronic mailing address as provided 

32 for in section 325L.08, ~s sufficient even if the taxpayer is 

33 ~eceased or is under a legal disability, or, in the case of a 

34 corporation, has terminated its existence, unless the department 

35 has been provided with a new address by a party authorized to. 

36 receive notices of assessment. 
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1 [EFFECTIVE DATE.] This section is effective the day 

2 following final enactment. 

3 Sec. 21. Minnesota Statutes 2004, section 289A.50, 

4 subdivision 1, is amended to read: 

5 Subdivision 1. [GENERAL RIGHT TO REFUND.] ·ca) Subject to 

6 the requiremen~s of this section and section 289A.40, a taxpayer 

7 who has paid a tax in excess of the taxes lawfully due and who 

8 files a written claim for refund will be refunded or credited 

9 the overpayment of the tax determined by the commissioner to be 

10 erroneously paid. 

11 (b) The claim must specify the name of the taxpayer, the 

12 date when and the period for which the tax was paid, the kind of 

13 tax paid, the amount of the tax that the taxpayer claims was 

14 erroneously pai~, the grounds on which a refund is claimed, and 

15 other information relative to the payment and in the form 

16 required by the commissioner. An income tax, estate tax, or 

17 corporate franchise tax return, or amended return claiming an 

18 overpayment constitutes a claim for refund. 

19 (c) When, in the course of an examination, and within the 

20 time for requesting a refund, the commissioner determines that 

21 there has been an overpayment of tax, the commissioner shall 

22 refund or credit the overpayment to the taxpayer and no demand 

23 is necessary. If the overpayment exceeds $1, the amount of the 

24 overpayment must be refunded to the taxpayer. If the amount of 

25 the overpayment is less than $1, the commissioner is not 

26 required to refund. In these situations·, the commissioner does 

27 not have to make written findings or serve notice by mail to the 

28 taxpayer. 

29 (d) If the amount allowable as a credit for withholding, 

30 estimated taxes, or dependent care exceeds the tax against which 

31 the credit is allowable, the amount of the excess is considered 

32 an overpayment. ~he-re£~no-a%%oweo-by-seee±on-%99.967 

33 sttbo±~±s±on-%31-±s-a%so-eons±oereo-an-o~erpaymene. The 

34 requirements of section 270.10, subdivision 1, do no~ apply to 

35 the refunding of such an overpayment shown on the original 

36 return filed by a taxpayer. 
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1 (e) If the entertainment tax withheld at the source exceeds 

2 .by $1 or more the taxes, penalties, and interest reported in the 

3 return of the entertainment enti ty···or imposed by section 

4 290.9201, the excess must be refunded to the entertainment 

5 entity. If the excess is less than $1, the commissioner need 

6 not refund that amount. 

7 (f) If the surety deposit required for a construction 

8 contract exceeds the liability of the out-of-state contractor, 

9 the-commissioner shall refund the difference to the contractor. 

10 (g) An action of the commissioner in refunding the amount 

11 of the overpayment does not constitute a determination of the 

12 correctness of the return. of the taxpayer. 

13 (h) There is appropriated from the general fund to the 

14 commissioner of revenue the amount necessary to pay refunds 

15 allowed under this section. 

16 [EFFECTIVE DATE.] This section is effective for political 

17 contribution refund claims based on contributions made on or 

18 after July 1, 2005. 

19 Sec. 22. Minnesota Statutes 2004, section 289A.60, 

20 subdivision 2a, is amended to read: 

21 Subd. 2a. [PENALTIES FOR EXTENDED DELINQUENCY.J (a) If an 

22 individual income tax is not paid within 180 days after the date 

23 of filing of a return or, in the case of taxes assessed by the 

24 commissioner, within 180 days after the assessment date or, if 

25 appealed, within 180 days after final resolution of the appeal, 

26 an extended delinquency penalty of five percent of the tax 

27 remaining unpaid is added to the amount due. 

28 (b) If a eer~eraee-£raneh±se7~£±dtte±ary-±neeme7-m±n±ng 

30 eneerea±ner tax return is not filed within 30 days after written 

31 demand for the filing of a delinquent return, an extended 

32 delinquency penalty of five percent of the tax not paid prior to 

33 the demand ±s-added-ee-ehe-eax7 or ±n-ehe-ease-e£-an-±nd±~±dtta% 

34 ±neeme-eax-reettrn7-a-m±n±mttm-~ena%ey-e£ $100 er-ehe-£±~e-~ereent 

35 ~ena%ey is imposed, whichever amount is greater. 
-- --

36 [EFFECTIVE DATE.] This section is effective for returns 
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1 originally due on or after August 1, 2005. 

2 Sec. 23. Minnesota Statutes 2004, section 289A.60, 

3 subdivision 6, is amended to read:-

4 Subd. 6. [PENALTY FOR FAILURE TO FILE, FALSE OR FRAUDULENT 

5 RETURN, EVASION.] If a person, with intent to evade or defeat a 

6 tax or payment of tax, fails to file a return, ·files a false or 

7 fraudulent -return, or attempts in any other manner to evade or 

8 defeat a tax or payment of tax, there is imposed on the person a 

9 penalty equal to 50 percent of the tax, less amounts paid by the 

10 person on the basis of the false or fraudulent return, if any, 

11 due for the period to which the return related. 

12 [EFFECTIVE DATE.] This section is effective the day 

13 following final enactment. 

14 Sec. 24. Minnesota Statutes 2004, section 289A.60, 

15 subdivision 11, is amended to read: 

16 Subd. 11. [PENALTIES RELATING TO INFORMATION REPORTS, 

17 WITHHOLDING~] (a) When a person required under section 289A.09, 

18 subdivision 2, to give a statement to an employee or payee and a 

19 duplicate statement to the commissioner, or to give a 

20 reconciliation of the statements and quarterly returns to the 

21 commissioner, gives a false or fraudulent statement to an 

22 employee or payee or a false or fraudulent duplicate statement 

23 or reconciliation of statements and quarterly returns to the 

24 commissioner, or fails to give a statement or the reconciliation 

25 in the manner, when due, and showing the information required by 

26 section 289A.09, subdivision 2, or rules prescribed by the 

27 commissioner under that section, that person is liable for a 

28 penalty of $50 for an act or failure to act. The total amount 

29 imposed on the delinquent person for failures during a calendar 

30 year must not exceed $25,000. 

31 (b) In addition to any other penalty provided.by law, an 

32 employee who gives a withholding exemption certificate or a 

33 residency affidavit to an employer that ehe-em~ioyee-has-reason 

34 eo-know-eonea±ns-a-maeer±a%%y-±neorreee-seaeemene decreases the 

35 amount withheld under section 290.92 and as of the time the 

--36 certificate or affidavit was given to the employer there was no 
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1 reasonable basis for the statements in the certificate or 

2 affidavit is liable to the commissioner of revenue for a penalty 

3 of $500 for each instance. 

4 (c) In addition to any other penalty provided by law, an 

5 employer who fails to submit a copy of a withholding exemption 

6- certificate or a residency affidavit required by section 290.92, 

7 subdivision Sa, clause (l)(a), (l)(b), or (2) is liable to the 

8 commissioner of revenue for a penalty of $50 for each instance. 

9 (d) An employer or payer who fails to file an application 

10 for a withholding account number, as required by section 290.92, 

11 subdivision 24, is liable to the commissioner for a penalty of 

12 $100. 

13 [EFFECTIVE DATE.] This section is effective for 

14 certificates and affidavits given to employers after December 

15 31, 2005. 

16 Sec. 25. Minnesota Statutes 2004, section 289A.60, 

17 sub~ivision 13, is amended to read: 

18 Subd. 13. [PENALTIES FOR TAX RETURN PREPARERS.] (a) If an 

19 understatement of liability with respect to a return or claim 

20 for refund is due to a willful attempt in any manner to 

21 understate the liability for a tax by a person who is a tax 

22 return preparer with respect to the return or claim, the person 

23 shall pay to the commissioner a penalty of $500. If a part of a 

24 property tax refund claim is excessive due to a willful attempt 

25 in any manner to overstate the claim for relief allowed under 

26 chapter 290A .by a person who is a tax refund or return preparer, 

27 the.person shall pay to the· commissioner a penalty of $500 with 

28 respect to the claim. These penalties may not be assessed 

29 against the employer of a tax return preparer unless the 

30 employer was actively involved in the willful att.empt to 

31 ·understate the liability for a tax or to overstate the claim for 

.. 32 refund. These penalties are income tax liabilities and may be 

33 assessed at any time as provided in section 289A.38, subdivision 

34 5. 

35 (b) A civil action in the -~me of the state of Minnesota 

36 may be commenced to enjoin any person who is a tax return 

Article 11·· · Section 25 348 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 preparer doing business in this state from further engaging in 

2 any conduct described in paragraph (c). An action under this 

~ paragraph must be brought by the attorney general in the 

4 district court for the judicial district of the tax return 

5 preparer's residence or principal place of business, or in which 

6 the taxpayer with respect to whose tax return the action is 

7 brought resides. The court may exercise its jurisdiction over 

8 the action separate and apart from any other action brought by 

9 the state of Minnesota against the tax return preparer or any 

10 taxpayer. 

11 (c) In an action under paragraph (b), if the court finds 

12 that a tax return preparer has: 

13 (1) engaged in any conduct subject to a civil penalty under 

14 section 289A.60 or a criminal penalty under section 289A.63; 

15 (2) misrepresented the preparer's eligibility to practice 

16 before the Department of Revenue, or otherwise misrepresented 

17 the preparer's experience or education as a tax return preparer; 

18 (3) guaranteed the payment of any tax refund or the 

19 allowance of any tax credit; or 

20 (4) engaged in any other fraudulent or deceptive conduct 

21 that substantially interferes with the proper administration of 

22 state tax law, and injunctive relief is appropriate to prevent 

23 the recurrence of that conduct, 

24 the court may enjoin the person from further engaging in that 

25 conduct. 

26 (d) If the court finds th~t a tax return preparer has 

27 continually or repeatedly engaged in conduct described in 

28 paragraph (c), and that an injunction prohibiting that conduct 

29 would not be sufficient to prevent the person's interference 

30 with the proper administration of state tax laws, the court may 

31 enjoin the person from acting as a tax return preparer. The 

32 court may not enjoin the employer of a tax return preparer for 

33 conduct described in paragraph (c) engaged in by one or more of 

34 the employer's employees unless the employer was also actively 

35 involved in that conduct. 

36 (e) The commissioner may terminate or suspend a tax 
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1 preparer's authority to transmit returns electronically to the 

2 state, if the commissioner determines that the tax preparer has 

3 engaged in a pattern and practice of conduct in violation of 

4 paragraph (a) of this subdivision or has been convicted under 

5 section 289A.63. 

6 J1l For purposes of this subdivision, the term 

7 "understatement of liability" means an understatement of the net 

8 amount payable with respect to a tax imposed by state tax law, 

9 or an overstatement of the net amount creditable or refundable 

10 with respect to a tax. The determination of whether or not 

11 there is an understatement of liability must be made without 

12 regard to any administrative or judicial action involving the 

13 taxpayer. For purposes of this subdivision, the amount 

14 determined for underpayment of estimated tax under either 

15 section 289A.25 or 289A.26 is not considered an understatement 

16 of liability. 

17 trt fil For purposes of this subdivision, the term 

18 "overstatement of claim" means an overstatement of the net 

19 amount refundable with respect to a claim for property tax 

20 relief provided by chapter 290A. The determination of whether 

21 or not there is an overstatement of a claim must be made without 

22 ·regard to administrative or .judicial action involving the 

23 claimant. 

24 tgt_fil For purposes of this section, the term "tax refund 

25 or return preparer" means an individual who prepares for 

26 compensation, or who employs one or more individuals to prepare 

27 for compensation, a return of tax, or a claim for refund of 

28 tax. The preparation of a substantial part of a return or claim 

29 for refund is treated as if it were the preparation of the 

30 entire return or claim for refund. An individual is not 

31 considered a tax return preparer merely because the individual: 

32 (1) gives typing, reproducing, or other mechanical 

33 assistance; 

34 (2) prepares a return or claim for refund of the employer, 

35 or an officer .or employee of the employer, by whom the 

36 individual is regularly and continuously employed; 

Article 11 - Section 25 350 



HF785 THIRD ENGROSSMENT [REVISOR ] BT H0785-3 

1 {3) prepares a return or claim for refund of any person as 

2 a fiduciary for that person; or 

3 (4) prepares a claim for refund for a taxpayer in response 

4 to a tax order issued to the taxpayer. 

5 Sec. 26. Minnesota Statutes 2004, section 290.01, 

6 subdivision 6, is amended to read: 

7 Subd. 6. [TAXPAYER.] The term "taxpayer" means any person 

8 or corporation subject to a tax imposed by this chapter.· Per 

9 pttrpeses-e£-seee±eft-%9e.e67 -sttbd±v±s±eft-%31-ehe-eerm-ueaxpayeru 

10 meafts-aft-±ftd±v±dttai-ei±g±bie-ee-veee-±ft-M±ftfteseea-ttftder-seee±eft 

11 %0i.0i4. 

12 [EFFECTIVE DATE.] This section is effective for political 

13 contribution refund claims based on contributions that are made 

14 on or after July 1, 2005~ 

15 Sec. 27. Minnesota Statutes 2004, section 290.92, 

16 subdivision 1, is amended to read: 

17 Subdivision 1. [DEFINITIONS.] {l) [WAGES.] For purposes 

18 of this section, the term "wages" means the same as that term is 

19 defined in section 340l{a) and (f) of the Internal Revenue Code. 

20 (2) [PAYROLL PERIOD.] For purposes of this section the 

21 term "payroll period" means a period for which a payment of 

22 wages is ordinarily made to the employee by. the employee's 

23 employer, and the term "miscellaneous payroll period" means a 

24 payroll period other than a daily, weekly, biweekly, 

25 semimonthly, monthly, quarterly, semiannual, or annual payroll 

26 period. 

27 (3) [EMPLOYEE.] For purposes of this section the term 

28 "employee" means any resident individual performing services for 

.29 an employer, either within or without, or both within and 

30 without the state of Minnesota, and every nonresident individual 

31 performing services within the state of Minnesota, the 

32 performance of which services constitute, establish, and 

33 determine the relationship between the parties as that of 

34 employer and employee. As used in the preceding sentence, the 

35 term "employee" includes an officer of a corporation, and an 

36 officer, employee, or elected official of the United States, a 
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1 state, or any political subdivision thereof, or the District of 

2 Columbia, or any agency or instrumentality of any one or more of 

3 the foregoing. 

4 (4) [EMPLOYER.] For purposes of this section the term 

5 "employer" means any person, including individuals, fiduciaries, 

6 estates, trusts, partnerships, limited liability companies, and 

7 corporations transacting business in or deriving any income from 

8 sources within the state of Minnesota for whom an individual 

9 performs or performed any service, of whatever nature, as the 

10 employee of such perpon, except that if the person for whom the 

11 individual performs or performed the services does not have 

12 iegei control of the payment of the wages for such services, the 

13 term "employer," except for purposes of paragraph (1), means the 

14 person having iegei control of the payment of such wages. As 

15 used in the preceding sentence, the term "employer" includes any 

16 corporation, individual, estate, trust, or organization which is 

17 exempt from taxation under section 290.05 and further includes, 

18 but is not limited to, officers of corporations who have iegei 

19 control, either individually or jointly with another or others, 

20 of the payment of the wages. 

21 (5) [NUMBER OF WITHHOLDING EXEMPTIONS CLAIMED.] For 

22 purposes of this section, the term "number of withholding 

23 exempti,ons claimed" means the number of withholding exemptions 

24 .claimed in a withholding exemption certificate in effect under 

25 subdivision 5, except ·that if no such certificate is in effect, 

26 the number of withholding exemptions claimed shall be considered 

27 to be zero. 

28 [EFFECTIVE DATE.] This section is effective the day 

29 following final enactment. 

30 Sec. 28. Minnesota Statutes 2004, section 325D.33, 

31 subdivision 6, is amended to read: 

32 Subd. 6. [VIOLATIONS.] If the commissioner determines that 

33 a distributor is violating any provision of this chapter, the 

34 commis.sioner must give the distributor a written warning 

35 explaining the violation and an explanation of what must be done 

36 to comply with this chapter. Within ten days of issuance of the 
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1 warning, the distributor must notify the commissioner that the 

2 distributor has complied with the commissioner's recommendation 

3 or request that the commissioner set the issue for a hearing 

4 pursuant to chapter 14. If a hearing is requested, the hearing 

5 shall be scheduled within 20 days of the request and the 

6 recommendation of the administrative law judge shall be issued 

7 within five working days of the close of the hearing. The 

8 commissioner's final determination shall be issued within five 

9 working days of the receipt of the administrative law judge's 

10 recommendation. If the commissioner's final determination is 

11 adverse to the distributor and the distributor does not comply 

·12 within ten days of receipt of the commissioner's final 

13 determination, the commissioner may order the distributor to 

14 immediately cease the stamping of cigarettes. As soon as 

15 practicable after the order, the commissioner must remove the 

16 meter and any unapplied cigarette stamps from the premises of 

17 the distributor. 

18 If within ten days of .issuance of the written warning the 

19 distributor has not complied with the commissioner's 

20 recommendation or requested a hearing, the commissioner may 

21 order the distributor to immediately cease the stamping of 

22 cigarettes and remove the meter and unapplied stamps from the 

·23 distributor's premises. 

24 %£7-w±eh±ft-etfty-3:%-mofteh-pe!"±od,.-ehe-eomm±ss±ofter-has-±sstted 

25 ehree-wr±eeeft-warft±ftgs-eo-afty-d±se!"±btteo!'-7-e~eft-±£-ehe 

26 d±ser±btteor-has-eomp±±ed-w±eh±ft-teft-days,.-ehe-eomm±ss±ofter-sha±± 

27 ftoe±£y-ehe-d±ser±btteor-o£-ehe-eomm±ss±ofteris-±fteefte-eo-re~oke 

28 ehe-d±ser±btteoris-±±eeftse-£or-a-eofte±fttt±ftg-eottrse-o£-eoftdttet 

29· eofttrary-eo-eh±s-ehapeer.--Por-pttrposes-0£-eh±s-paragraph,.-a 

30 wr±eeeft-warft±ftg-ehae-was-tt±e±maee±y-reso±~ed-by-remo~a±-0£-ehe 

31 warft±ftg-by-ehe-eomm±ss±ofter-±s-ftoe-deemed-eo-be-a-warft±ftg•--~he 

32 eomm±ss±ofter-mttse-ftoe±£y-ehe-d±ser±btteor-o£-ehe-daee-aftd-e±me-o£ · 

33 a-hear±ftg-pttrsttafte-eo-ehapeer-~4-ae-±ease-%6-days-be£ore-ehe 

34 hear±ftg-±s-he±d.--~he-hear±ftg-mttse-pro~±de-aft-opportttft±ey-£or 

35 ehe-d±ser±btteor-eo-show-eattse-why-ehe-±ieense-shott±d-noe-be 

36 re~oked.--%£-ehe-eomm±ss±ofter-re~okes-a-d±ser±btteoris-±±eeftse7 
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1 (b) For purposes of applying the laws of this state, a 

2 "fee," "charge," or other similar term that satisfies the 

3 functional requirements of paragraph (a) must be treated as a 

4 tax for all purposes, regardless of whether the statute or law 

5 names or describes it as a tax. The provisions of this 

6 subdivision do not preempt or supersede limitations under 

7 statute or law that apply to fees, charges, or assessments. 

8 [EFFECTIVE DATE.] This section is effective the day 

9 following final enactment. 

10 Sec. 31. [TAX REFORM COMMISSION.] 

11 Subdivision 1. [COMMISSION ESTABLISHED.] A tax reform 

12 action commission is established in the legislative branch to 

13 study the Minnesota tax and revenue system and to make 

14 recommendations to the legislature. 

15 Subd. 2. [MEMBERSHIP.] (a) The commission consists of 15 

16 members, appointed as follows: 

17 (1) three members appointed by the governor, two from the 

18 executive branch and one from private life; 

19 (2) four members appointed by the majority leader of the 

20 senate, two members of the senate and two from private life; 

21 (3) two members appointed by the minority leader of ·the 

22 senate, one member of the senate and· one from private life; 

23 (4) four members appointed by the speaker of the house of 

24 representatives, two members of the house of representatives and 

25 two from private life; and 

26 (5) two members appointed by the minority leader of the 

27 house of representatives, one member of .the house of 

28 representatives and one from private life. 

29 (b) The appointing authority shall select members who are 

30 of recognized standing and distinction and who possess 

31 demonstrated capacity to discharge the duties of the 

32 commission. In making appointments, the appointing authorities __ _ 

33 shall attempt to appoint some individuals to the commission who 

34 have special experience or knowledge in taxation, economics, and 

35 accounti'ng. 

36 (c) The governor shall designate a member of the commission 
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1 as its chair who shall determine its duties and supervise its 

2 staff. 

3 (d) The appointing authorities shall appoint members of the 

4 commission not more than 30 days after enactment of this 

5 section. Members serve for the life of the commission. A 

6 vacancy in the commission membership does not affect the power 

7 of the remaining members to execute the duties of the 

8 commission. A vacancy in commission membership is filled in the 

9 same manner in which the original appointment was made. 

10 Subd. 3. [DUTIES; REPORT.] (a) The-commission shall study 

11 and evaluate the Minnesota state and local tax and revenue 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

-36 

system with a goal of making long-term improvements in the 

system for the citizens of the state, given standard principles 

of good tax policy and the background of expected demographic 

and economic changes in the state, nation, and world. The 

commission's recommendations must be done on a revenue neutral 

basis. In particular, the commission shall examine: 

(1) the mix of nstate revenues between tax revenues and fees 

and charges for services used or benefits received; 

(2) the implications of likely demographic and economic 

changes, affecting both (i) the demands for state and local 

government services and (ii) taxes and other revenues; and 

(3) the extent to which the existing tax system and the 

commission's proposal satisfy the following bas'ic tax policy 

principles: 

(i) equity or fairness, including measures based on ability 

to pay, equal treatment of eguals, and payment for benefits 

received; 

(ii) neutrality or efficiency, the extent to which the 

effects on private market decisions are minimized; 

(iii) revenue adequacy, the extent to which the revenues 

are stable and predictable and grow with increases in income.or 

economic activity; 

(iv) competitiveness, the extent to which negative effects 

on the state's attractiveness as a location for investment, 

working, and living are minimized; 
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l (v) simplicity, the extent to which it is easy to 

2 understand; 

3 (vi) ease of compliance and administration, the extent to 

4 which taxpayers can easily comply and the government can easily 

5 administer it; and 

6 (vii) visibility or accountability, the extent to which the 

7 taxes or other charges are clear and apparent to their payers as 

8 a cost of government and that the government officials imposing 

9 the tax are accountable, through election or otherwise, to the 

10 principal payers of the tax. 

11 (b) The commission shall report to the legislature as 

12 provided in this paragraph. Each report must include the 

13 commission's evaluation of the tax or taxes, its recommendations 

14 for reform and improvement of the tax or taxes on a revenue 

15 neutral basis, its rationale for the proposed changes, and a 

16 draft bill implementing the commission's recommendation for 

17 introduction in the legislature. The reports must be submitted 

18 by the following dates: 

19 (1) corporate and other business taxation, including the 

20 credit for increasing research activities, by July 1, 2007; 

21 (2) general sales and motor vehicle sales and special 

22 excise taxes by July 1, 2008; 

23 (3) individual income taxation by July 1, 2009; and 

24 (4) estate, insurance premium, MinnesotaCare, and all other 

25 taxes not covered by clauses (1) to (3) by July 1, 2010. 

26 Subd. 4. [PER DIEM AND EXPENSES.] Members of the 

27 commission may be compensated and receive reimbursement for 

28 expenses, as provided for members of advisory councils under 

29 Minnesota Statutes, section 15.059, subdivision 3. This 

- 30 subdivision does not apply to members of the legislature or 

3J: ·state employees. 

32 Subd 5. [STAFF.] The commissfon may employ staff as it 

33 deems appropriate to car·ry out its duties or use existing 

34 legislative and executive branch staff. All staff are in the 

35 unclassified state service. Legislative staff and the 

-36 Department of Revenue staff must provide research, bill 
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1 drafting, and other services to the commission upon its 

2 request. The commission may contract with consultants for 

3 research and other services and enter other contracts, as it 

4 deems necessary or appropriate to carry out its duties. These 

5 contracts are not subject to the requirements of Minnesota 

6 Statutes, chapter 16C. 

7 Subd. 6. [EXPIRATION.] The commission terminates 30 days 

8 after transmitting its final report to the legislature under 

9 subdivision 3, paragraph (b). 

10 [EFFECTIVE DATE.] This section is effective the day 

11 following final enactment. 

12 Sec. 32. [TRANSFER.] 

13 On July 1, 2005, the commissioner of finance shall transfer 

14 $3,408,000 ·and any additional amount from the tax relief account 

15 under Minnesota Statutes, section 16A.1522, subdivision 4, to 

16 the general fund. 

17 Sec. 33. [APPROPRIATION.] 

18 (a) $125,000 in fiscal year 2006 and $125,000 in fiscal 

19 year 2007 are appropriated from the general fund to the 

20 commissioner of revenue to make grants to one or more nonprofit 

21 organizations, qualifying under section 50l(c)(3) of the 

22 Internal Revenue Code of 1986, to coordinate, facilitate, 

23 encourage, and aid in the provision of taxpayer assistance 

24 services. This is a onetime appropriation and is not added to 

25 the base. 

26 (b) "Taxpayer assistance services" mean accorinting and tax 

27 preparation services provided by volunteers to low-income and 

28 disadvantaged Minnesota residents to help them file federal and 

29 state income tax returns and Minnesota property tax refund 

30 claims and to provide personal representation before the 

31 Department of Revenue and Internal Revenue Service. 

32 Sec. 34. [REPEALER.] 

33 (a) Minnesota Statutes 2004, section lOA.322, subdivision 

34 4, is repealed effective July 1, 2005. 

35 (b) Minnesota Statutes 2004, section 16A.1522, subdivision 

36 4, is repealed effective July 2, 2005. 
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l (c) Minnesota Statutes 2004, section 290.06, subdivision 

2 23, is repealed effective for contributions made after June 30, 

3 2005. 
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lOA.322 SPENDING LIMIT AGREEMENTS. 
Subd. 4. Refund receipt forms; penalty. The board 

must make available to a political party on request and to any 
candidate for whom an agreement under this section is effective, 
a supply of official refund receipt forms that state in boldface 
type that (1) a contributor who is given a receipt form is 
eligible to claim a refund as provided in section 290.06, 
subdivision 23, and (2) if the contribution is to a candidate, 
that the candidate has signed an agreement to limit campaign 
expenditures as provided in this section. The forms must 
provide duplicate copies of the receipt to be attached to the 
contributor's claim. A ~andidate who does not sign an agreement 
under this section and who willfully issues an official refund 
receipt form or a facsimile of one to any of the candidate's 
contributors is guilty of a misdemeanor. 
16A.1522 REBATE REQUIREMENTS. 

Subd. 4. Transfer to tax relief account. Any 
positive unrestricted budgetary general fund balance on June 30 
of an odd-numbered year is appropriated to the commissioner for 
transfer to the tax relief account. 
270.85 REVIEW OF VALUATION. 

A railroad company may within ten days of the date of the 
notice of valuation file ·a written request for a conference with 
the commissioner relating to the value of its operating 
property. The commissioner shall thereupon designate a time and 
piace for the conference which the commissioner shall conduct, 
upon commissioner's entire files and records and such further 
information as may be offered. The conference must be held no 
later than 20 days after the date of the commissioner's 
valuation notice. At·a reasonable time after such conference 
the commissioner shall make a final determination of the fair 
market value of the operating property of the railroad company 
and shall notify the company promptly of the determination. 
270.88 PROCEEDINGS AND APPEALS. 

The commissioner's final determination under section 270.85 
and certification to county assessors under section 270.87 shall 
be final orders appealable to the Tax Court in accordance with 
chapter 271. Appeals by railroad companies under Laws 1979, 
Chapter 303 shall be taken against the commissioner and not 
against the county or taxing district to which payment is made. 
Upon the filing of any appeal by a railroad company, the 
commissioner shall give notice thereof by first class mail to 
each county which would be affected by the appeal. 
272.02 EXEMPT PROPERTY. -~ 

Subd. 65. Biotechnology and health sciences industry 
zone property. (a) Improvements to real property, and 
personal property, classified under section 273.13, subdivision. 
24, and located within a biotechnology and health sciences 
industry zone are exempt from ad valorem taxes levied under 
chapter 275, as provided in this subdivision. 

(b) For property to qualify for exemption under paragraph 
(a), the occupant must be a qualified business, as defined in 
section 469.330. 

(c) The exemption applies beginning for the first 
assessment year after designation of the biotechnology and 
health sciences industry zone by the commissioner of employment 
and economic development. The exemption applies to each 
assessment year that begins during the duration of the 
biote~hnology and health sciences industry zone. This exemption -
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does not apply to: 
(1) a levy under section 475.61 or ~imilar levy provisions 

under any other law to.pay general obligation bonds; or 
(2) a levy under section 126C.17, if the levy was approved 

by the voters before the designation of the biotechnology and 
health. sciences industry zone. 

(d) The exemption does not apply to taxes imposed by a 
city, town, or county, unless the governing body adopts a 
resolution granting the exemption. A city, town, or county may 
provide a complete property tax exemption, partial property tax 
exemption, or no property tax exemption to qualified businesses 
in the biotechnology and health sciences industry zone. "City" 
includes a statutory or home rule charter city. 

(e) For property located in a tax increment financing 
district, the county shall not adjust the original net tax 
capacity of the district under section 469.177, subdivision 1, 
paragraph (a), upon the expiration of an exemption under this 
subdivision. 
273.19 LESSEES AND EQUITABLE OWNERS. 

Subd. 5. Property used for production of hydro power. 
Notwithstanding the provisions of subdivision 4, 
real and personal property used or to be used primarily for the 
production of hydroelectric ·or hydromechanical power and leased 
from the state or a local governmental unit pursuant to section 
103G.535 may be exempt from taxation or payments in lieu of 
taxes. 

The exemption from taxation or payments in lieu of taxes 
provided by this subdivision does not apply to hydroelectric or 
hydromechanical facilities operated at any time between January 
1, 1980 and January 1, 1984. 
273.37 COMPANIES SUPPLYING ELECTRIC POWER. 

Subd. 3. Taxable wind energy conversion systems. Taxable 
wind energy conversion systems, as 
defined in section 216C.06, subdivision 19, which are not owned, 
operated, and exclusively controlled by the owner of the land 
upon which the system is 1situated, must be listed and assessed 
by the commissioner of revenue as personal property in the name 
of the owner of the system in the taxing district where it is 
situated. 
274.05 AUDITOR'S CERTIFICATES. 

Subdivision 1. Auditor's certificate of assessment 
books. Upon the return of the assessment books under section 

. 274.04, the county auditor shall examine them; and, if found in 
proper form, shall issue a certificate to the assessor. The· 
certificate must state that the books comply with section 
274.04. The assessor shall file the certificate with the clerk 
of the town. The town board must not pay the· assessor for 
services until the assessor has complied with this section. 

Subd. 2. Auditor's certificate of summaries. On 
receiving the summaries under section 274.04, subdivision 2, the 
county ~uditor shall examine them and, if found in proper form, 
shall issue a certificate to the assessor. The certificate must· 
state that the summaries comply with section 274.04, subdivision 
2. 
275.065 PROPOSED PROPERTY TAXES; NOTICE. 

Subd. Sa. Public advertisemen·t. (a) A city that has 
a population of more than 2,500, county, ~ metropolitan special 
taxing district as defined in subdivision 3, paragraph (i), a 
regional_ library district established under section 134.201, or 
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school district shall advertise in a newspaper a notice of its 
intent to adopt a budget and property tax levy or, in the case 
of a school district, to review its current budget and proposed 
property taxes payable in the following year, at a public 
hearing, if a public hearing is required under subdivision 6. 
The notice must be published not less than two business days nor 
more than six business days before the hearing. 

The advertisement must be at least one-eighth page in size 
of a standard-size or a tabloid-size newspaper. 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 an official newspaper of 
general circulation in the taxing authority. The newspaper 
selected must be one of general interest and readership in the 
community, and not one of limited subject matter. The 
advertisement must appear in a newspaper that is published at 
least once per week. 

For purposes of this section, the metropolitan special 
taxing district's advertisement must only be published in the 
Minneapolis Sta\r and Tribune and the Saint Paul Pioneer Press. 

In addition to other requirements, a county and a city 
having a population of more than 2,500 must show in the public 
advertisem~nt required under this subdivision the current local 
tax. rate, the proposed local tax rate if no property tax levy 
increase is adopted, and the proposed rate if the proposed levy 
is adopted. For purposes of this subdivision, "local tax rate" 
means the city's or county's net tax capacity levy divided by 
the city's or county's taxable net tax capacity. 

(b) The advertisement for school districts, metropolitan 
special taxing districts, and regional library districts must be 
in the following form, except that the no~ice for a school 
district may include references to the current budget in regard 
to proposed property taxes. 

"NOTICE OF 
PROPOSED.PROPERTY TAXES 

(School District/Metropolitan 
Special Taxing District/Regional 
Library District) of •.••••••• 

The governing body of •••••••. will soon hold budget hearings 
and vote on the property taxes for (metropolitan special taxing 
district/regional library district services that will be 
provided in (year)/school district services that will be 
provided in (year) and (year)). 

NOTICE OF PUBLIC HEARING: 
All concerned citizens are invited to attend a public hearing 
and express their opinions on the proposed (school 
district/metropolitan special taxing district/regional library 
district) budget and property taxes, or in ·the case of a school 
district, its current budget and proposed property taxes, 
payable in the following year. The hearing will be held on 
(Month/Day/Year) at (Time) at (Location, Address)." 

(c) The advertisement for cities and counties must be in 
the following form. 

·"NOTICE OF PROPOSED 
TOTAL BUDGET AND PROPERTY TAXES 

The (city/county) governing body or board of commissioners will 
hold·a public hearing to discuss the budget and to vote on the 
amount of property taxes to collect for services the 
(city/county) will provide in (year). 
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SPENDING: The total budget amounts below compare 
(city's/county's) (year) total actual budget with the amount the 
(city/county) proposes to spend in (year). 

(Year) Total 
Actual Budget 

$ ••••••• 

Proposed (Year) 
Budget 

$ ••••••• 

Change from 
(Year)-(Year) 

• •• % 

TAXES: The property tax amou.nts below compare that portion of 
the current budget levied in property taxes in (city/county) for 
(year) with the property taxes the (city/county) proposes to 
collect in (year). · · 

(Year) Property 
Taxes 

$ •••••.•• 

Proposed (Year) 
Property Taxes 

$ ••••••• 

Change from 
(Year)-(Year) 

• •• % 

LOCAL TAX RATE COMPARISON: The current local tax rate, the 
local tax rate if no tax levy increase is adopted, and the 
proposed local tax rate if the proposed levy is adopted. 

(Year) 
Tax Rate 

(Year) 
Tax Rate if NO 
Levy Increase 

ATTEND THE PUBLIC HEARING 

(Year) 
Proposed 
Tax Rate 

All (city/county) residents are invited to attend the public 
hearing of the (city/county) to express your opinions on the 
budget and the proposed amount of (year) property taxes. The 
hearing will be held on: 

(Month/Day/Year/Time) 
(Location/Address) 

If the discussion of the budget cannot be completed, a time and 
place for continuing the discussion will be announced a~ the 
hearing. You are also invited to send your written comments to: 

(City/County) 
(Location/Address)" 

(d) For purposes of this subdivision, the budget amounts 
listed on the advertisement mean: 

(1) for cities, the total government fund expenditures, as 
defined by the state auditor under section 471.6965, less any 
expenditures for improvements or services that are specially 
assessed or charged under chapter 429, 430, 435, or the 
provisions of any other law or charter; and 

(2) for counties, the total government fund expenditures, 
as defined by the state auditor under section 375.169, less any 
expenditures for direct payments to recipients ·or providers for 
the human service aids listed below: 

(i) Minnesota family investment program under chapters 256J 
and 256K; 

(ii) medical assistance under sections 256B.041, 
subdivision 5, and 256B~l9, subdivision l; 

(iii) general assistance medical care under section 
256D.03, subdivision 6; 

(iv) general assistance under section 256D.03, subdivision 
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2; 
(v) emergency assistance under section 256J.48; 
(vi) Minnesota supplemental aid under section 256D.36, 

subdivision l; 
(vii) preadmission screening under section 256B.0911, and 

alternative care grants under section 256B.0913; 
(viii) general ~ssistance medical care claims processing, 

medical transportation and related costs under section 256D.03, 
subdivision 4; 

(ix) medical transportation and related costs under section 
256B.0625, subdivisions 17 to 18a; 

(x) group residential housing under section 256I.05, 
subdivision 8, transferred from programs in clauses (iv) and 
(vi); or 

(xi) any successor programs to those listed in clauses (i) 
to (x). · 

(e) A city with a population of over 500 but not more than 
2,500 that is required to hold a public hearing under 
subdivision 6 must advertise by posted notice as defined in 
section 645.12, subdivision 1. The advertisement must be posted 
at the time provided in paragraph (a). It must be in the form 
required in paragraph (b). 

(f) For purposes of this subdivision, the population of a 
city is the most recent population as determined by the state 
demographer under section 4A.02. 

(g) The commissioner of revenue, subject to the approval of 
the chairs of the house and senate tax committees, shall 
prescribe the form and format of the advertisements required 
under this subdivision. · 

Subd. 6. Public hearing; adoption of budget and levy. 
(a) For ptirposes of this section, the following terms shall 
have the meanings given: · 

(1) "Initial hearing" means the first and primary hearing 
held to discuss the taxing authority's proposed budget and 
proposed property tax levy for taxes payable in the following 
year, or, for school districts, the current budget and the 
proposed property tax levy for taxes payable in the following 
year. . 

(2) "Continuation hearing" means a hearing held to complete 
the initial hearing, if the initial hearing is not completed on 
its scheduled date. · 

(3) "Subsequent hearing" means the hearing held to adopt 
the taxing authority's final property tax· levy, and, in the case 
of taxing authorities other than school districts, the final 
budget, for taxes payable in the following year. 

(b) Between November 29 and December 20, the governing 
bodies of a city that has a population over 500, county, 
metropolitan special taxing districts as defined in subdivision 
3, paragraph (i), and regional library districts shall each hold 
an initial public hearing to discuss and seek public comment on 
its final budget and property tax levy for taxes payable in the 
following year, and the governing body of the school district 
shall hold an initial public hearing to review its current 
budget/and proposed property tax levy for taxes payable in the 
following year. The metropolitan special taxing districts shall 
be required to hold only a single joint initial public hearing, 
the location of which will be determined by the affected 
metropolitan agencies. A city, county, metropolitan special 
taxing district as defined in subdivision 3, paragraph (i), 
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regional· library district established ~nder section 134.201, or 
school district is not required to hold a public hearing under 
this subdivision unless its proposed property tax levy for taxes 
payable in the following year, as certified under subdivision 1, 
has increased over its final property tax levy for· taxes payable 
in the current year by a percentage that is greater than the 
percentage increase in the implicit price deflater for 
government consumption expenditures and gross investment for 
state and local governments prepared by the Bureau of Economic 
Analysts of the United States Department of Commerce for the 
12-month period ending March 31 of the current year. 

(c) The initial hearing must be held after 5:00 p.m. if 
scheduled on a day other than Saturday. No initial hearing may 
be held on a Sunday. 

(d) At the initial hearing under this subdivision, 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 explain the reasons for the proposed 
increase. The public shall be allowed to speak and to ask· 
questions. At the public hearing, the school district must also 
provide and discuss information on the distribution of its 
revenues by revenue source, and the distribution of its spending 
by program area. 

(e) If the initial hearing is not completed on its· 
scheduled date, the taxing authority must announce, prior to 
adjournment of the hearing, the date, time, and place for the 
continuation of the hearing. The continuation hearing must be 
held at· least £ive business days but no more than 14 business 
days after the initial hearing. A continuation hearing may npt 
be held later than December 20 except as provided in paragraphs 
(f) and (g)'. A continuation hearing must be held after 5:00 
p.m. if scheduled on a day other than Saturday. No continuation 
hearing may be held on a Sunday. 

(f) The governing body of a county shall hold its initial 
hearing _on the first Thursday in December each year, and may 
hold additional initial hearings on other dates before December 
20 if necessary for the convenience of county residents. If the 
county needs a continuation of its hearing, the continuation 
hearing shall be held on the third Tuesday in December. If the 
third Tuesday in December falls on December 21, the county's 
con.tinuation hearing shall be held on Monday, December 20. 

(g) The metropolitan special taxing districts shall hold a 
joint initial public hearing on the first Wednesday of 
December. A continuation hearing, if necessary, shall be held 
on the second Wednesday of December even if that second 
Wednesday is after December 10. 

(h) The county auditor shall provide for the coordination 
of initial and continuation hearing dates for all school 
districts and cities within the county to prevent conflicts 
under clauses (i) and (j). 

(i) By August 10, each school board and the .board of the 
regional library district shall certify to the county auditors 
of the counties.in which the school district or regional library 

·district is located the dates on which it elects to hold its 
initial hearing and any continuation hearing. If a school board 
or regional library district does not certify these dates by 
August 10, the auditor will assign the .initial and continuation 
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hearing dates. The dates elected or assigned must not conflict 
with the initial and continuation hearing dates of the county or 
the metropolitan special taxing districts. 

(j) By August 20, the county auditor shall notify the 
clerks of the cities within the county of the dates on which 
school districts and regional library districts have elected to 
hold their initial and continuation hearings. At the time a 
city certifies its proposed levy under subdivision 1 it shall 
certify the dates on which it elects to hold its initial hearing 
and any continuation hearing. Until September 15, the first and 
second Mondays of December are reserved for the use of the 
cities. If a city does not certify its hearing dates by 
September 15, the auditor shall assign the initial and 
continuation hearing dates. The dates el~cted or assigned for 
the initial hearing must not conflict with the initial hearing 
dates of the county, metropolitan special taxing districts, 
regional library districts, or school districts within which the 
city is located. To the extent possible, the dates of the 
city's continuation hearing should not conflict with the 
continuation hearing dates of the county, metropolitan special 
taxing districts, regional library districts, or school 
districts within which the city is located. This paragraph does 
not apply to cities of 500 population or less. 

(k) The county initial hearing date and the city, 
metropolitan special taxing district, regional library district, 
and school district initial hearing dates must be designated on 
the notices required under subdivision 3. The continuation 
hearing dates need not be stated on the notices. 

(1) At a subsequent hearing, each county, school district, 
city over 500 population, and metropolitan special taxing 
district may amend its proposed property tax levy and must adopt 
a final property tax levy. Each county, city over 500 
population, and metropolitan special taxing district may also 
amend its proposed budget and must adopt a final budget at the 
subsequent hearing. The final property tax levy must be adopted 
prior to adopting the final budget. A school district is not 
required to adopt its final budget at the subsequent hearing. 
The subsequent hearing of a taxing authority must be held on a 
date subsequent to the date of the taxing authority's initial 
public hearing. If a continuation hearing is held, the 
subsequent hearing must be held either immediately following the 
continuation hearing or on a date subsequent to the continuation 
hearing. The subsequent hear~ng may be held at a regularly 
scheduled board or council meeting or at a special meeting 
scheduled for the purposes of the subsequent hearing. The 
subsequent hearing of a taxing authority does not have to be 
coordinated by the count~ auditor to prevent a conflict with an 
initial hearing, a continuation hearing, or a subsequent hearing 
of any other taxing authority. All subsequent hearings must be 
held prior to five working days after December 20 of the levy 
year. The date, time, and place of the subsequent hearing must 
be announced at the initial public hearing or at the 
continuation heating~ 

(m) The property tax levy certified under section 275.07 by 
a city of any population, county, metropolitan special taxing 
district, regional library district, or school district must not 
exceed the proposed levy determined under subdivision 1, except 
by an amount up to the sum of the following amounts: 

(1) the amount of a school district levy whose voters 
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approved a referendum to increase taxes under section 123B.63, 
subdivision 3, or 126C.17, subdivision· 9, after the proposed 
levy was certified; 

(2) the amount of a city or county levy approved by the 
voters after the proposed levy was certified; 

(3) the amount of a levy to pay principal and interest on 
bonds approved by the voters under section 475.58 after the 
proposed levy was certified; · 

(4) the amount of a levy to pay costs due to a natural 
disaster occurring after the proposed levy was certified, if 
that amount is ·approved by the commissioner of revenue under 
subdivision 6a; 

(5) the amount of a levy to pay tort judgments against a 
taxing authority ·that become final after the proposed levy was 
certified, if the amount is approved by the commissioner of 
revenue under subdivision 6a; 

(6) the amount of an increase in levy limits certified to 
the taxing authority by the commissioner of education or the 
commissioner of revenue after the proposed levy was certified; 
and 

(7) the amount re.quired under section 126C.55. 
(n) This subdivision does not apply to towns and special 

taxing districts other than regional library districts and 
metropolitan special taxing districts. 

(o) Notwithstanding the requirements of this section, the 
employer is required to meet and negotiate over employee 
compensation as provided for in chapter 179A.· 

Subd. 6b. Joint public hearings. Notwithstanding any 
other provision of law, any city with a population of 10,000 and 
over, may conduct a more comprehensive public hearing than is 
contained in subdivision 6 by including a board member from the 
county, a board member from the school district located within 
the city's-boundary, and a representative of the metropolitan 
council, if the city is in the metropolitan area, as defined in 
section 473.121, subdivision 2, at the city's public hearing. 
All provisions regarding the public hearings under subdivision 6 
are applicable to the joint public hearings under this 
subdivision. 

Upon the adoption of a resolution by the governing body of 
the city to hold a joint hearing, the city shall notify the 
county~ the school district, and the Metropolitan Council if the 
city is in the metropolitan area, of the decision to hold a 
joint public hearing and request a board member from each of 
those taxing authorities, and the me_mber or the designee of the 
Metropolitan Council if applicable, to be at the joint hearing. 
If the city is located in more than one county, the city may 
choose to request a county board member from each county or only 
from the county containing the majority of the city's market 
value. If more than one school district is partially or totally 
located within the city, the city may choose to request a school 
district board member from each school district, or a board 
member only from the school district containing the majority of 
the city's market value. If, as a result of requests under this 
subdivision, there are not sufficient board members in the 
county or the school district to attend the joint hearing, the 
county or school district may send a nonelected person working 
for its taxing authority to speak on the authority'.s behalf. 
The city may also invite each state senator and representative 
who represents the city, or a portion of the city, to come to _ 
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the joint hearing. 
The primary purpose of the joint he~ring is to discuss the 

city's budget and property tax levy. The county and school 
district officials, and Metropolitan Council representative, if 
the city is in the metropolitan area, should be prepared to 
answer questions relevant to its budget and levy and the effect 
that its levy has on the property owners in the city. 

If a city conducts a hearing under this subdivision, this 
hearing is in lieu of the -initial hearing required under 
subdivision 6~ However, the city is still required to adopt its 
proposed property tax levy at a subsequent hearing as provided 
under subdivision 6. The hearings under this subdivision do not 
relieve a county, school district, or the Metropolitan Council 
of the requirement to hold its individual hearing under 
subdivision 6. 

Subd. a. Hearing. Notwithstanding any other 
provision of law,· Ramsey County, the city of St. Paul, and 
Independent School District.No. 625 are authorized to and shall 
hold their initial public hearing jointly. The hearing must be 
held on the second Tuesday of December each year. The 
advertisement required in subdivision Sa may be a joint 
advertisement. The hearing is otherwise subject to the 
requirements of this section. 

Ramsey County is authorized to hold an additional initial 
hearing or hearings as provided under this section, provided 
that any additional hearings must not conflict with the initial 
or continuation hearing dates of the other taxing districts. 
However, if Ramsey County elects not to hold such additional 
initial hearing or hearings, the joint initial hearing required 
by this subdivision must be held in a St. Paul location 
convenient to· residents of Ramsey County. 
275.15 NOT TO INCREASE LEVIES. 

Sections·21s.124 to 275.16 shall not authorize, nor be 
construed as, in any instance, authorizing the levy of total 
amounts of taxes in any year in excess of the amount allowed by 
law at the time of the passage of these sections, but shall be 
considered an additional limitation. 
275.61 VOTER APPROVED LEVY; MARKET VALUE; NET TAX 
CAPACITY CONVERSION. 
283.07 TAXES PAID BY MISTAKE ON RAILROAD LANDS. 

When it shall be ~ade to appear to the boaid of county 
commissioners of any county that any person has heretofore by 
mistake paid taxes on real estate based on the good faith belief 
at the time of payment that the person was the owner, in which 
real estate the person never owned any right, title, or 
interest, and which real estate had never been sold to any 
person by such railroad company; but was, at the time of the 
assessment and payment of such taxes, owned by a railroad 
company and exempt from taxation, the county commissioners shall 
certify the facts to the state auditor, and the state auditor 
shall, if satisfied, upon consultation with the attorney 
general, that the facts stated by the petitioner requesting 
reimbursement are true, authorize the refunding to the person 
who has paid such taxes the full _amount so paid, together with 
interest thereon from the date of such payment, and thereafter 
the county auditor shall draw an order, for the sum so 
authorized to be refunded, on the treasurer of such county, to 
be countersigned and paid as other county orders. The several 
funds, state, county, town, city, school and other, shall be 
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charged with their several proportions of the ·amount so refunded. 
290.06 RATES OF TAX; CREDITS. .. 

Subd. 23. Refund of contributions to political parties 
and candidates. (a) A taxpayer may claim a refund equal to 
the amount of the taxpayer's contributions made in the calendar 
year to candidates and to a political party. The maximum refund 
for an individual must not exceed $50 and for a married couple, 
filing jointly, must not exceed $100. A refund of a 
contribution is allowed only if the taxpayer files a form 
required by the commissioner and attaches to the form a copy of 
an official refund receipt form issued by the candidate or party 
and signed by the candidate, the treasurer of the candidate's 
principal campaign committee, or the chair or treasurer of the 
party unit, after the contribution was received. The receipt 
forms must be numbered, and the data on the receipt that are not 
public must be made available to the campaign finance and public 
disclosure board upon its request. A claim must be filed with 
the commissioner no sooner than January 1 of the calendar year 
in which the contribution was made and no later than April 15 of 
the calendar year following the calendar year in which the 
contribution was made. A taxpayer may file only one claim per 
calendar year. Amounts paid by the commissioner after June 15 
of the calendar year following the calen4ar year in which the 
contribution was made must include interest at the rate 
specified in section 270.76. 

(b) No refund is allowed under this subdivision for a 
contribution to a candidate unless the candidate: 

(1) has signed an agreement to limit campaign expenditures 
as provided in section lOA.322; 

(2) is seeking an office for which voluntary spending 
limits are specified in section lOA.25; and · 

(3) has designated a principal campaign committee. 
This subdivision does not limit the campaign expenditures 

of a candidate who. does not sign an agreement but accepts a 
contribution for which the contributor improperly claims a 
refund. 

(c) For purposes of this subdivision, "political party" 
means a major political party as defined in section 200.02, 
subdivision 7, or a minor political party qualifying for 
inclusion on the income tax or property tax refund.form under 
section lOA.31, subdivision 3a. 

A "major party" ot "minor party" includes the aggregate of 
that party's organization within· each house of the legislature, 
the state party organization, and the party organization within 
congressional districts, counties, legislative districts, 
municipalities, and precincts. -· 

"Candidate" means a candidate as defined in section lOA.01, 
subdivision 10, except a candidate for judicial office. 

"Contribution" means a gift of.money. 
(d) The commissioner shall make copies of the form 

available to the public and candidates upon request. 
(e) The following data collected or maintained by the 

commissioner under this subdivision are private: the identities 
of individuals claiming a refund, the identities of candidates 
to whom those individuals have made contributions, and the 
amount of each contribution. · 

(f) The commissioner shall report to the campaign finance 
and public disclosure board by each August 1 a summary showing 
the total number and aggregate amount of political contribution 
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refunds made on behalf of each candidate and each political 
party. These data are public. ·-

( g) The amount necessary to pay claims for the refund 
provided in this section is appropriated from the general fund 
to the commissioner of revenue. 

(h) For a taxpayer who files a claim for refund via the 
Internet or other electronic means, the commissioner may accept 
the number on the official receipt as documentation that a 
contribution was made rather than the actual receipt as required 
by paragraph (a). 
297A.61 DEFINITIONS. 
297A.62 SALES TAX IMPOSED; RATES. 

Subd. 2. ·Liquor and beer sales. The rate of the 
sales tax imposed is nine percent on the gross receipts from 
retail sales of: 

(1) intoxicating liquor, as defined in section 340A.101, 
subdivision 14; and 

(2) 3.2 percent malt liquor, as defined in section 
340A.101, subdivision 19, when sold at an on-sale or off-sale 
municipal liquor store or other establishment licensed to sell 
any type of intoxicating liquor. 
297A.64 RENTAL MOTOR VEHICLE TAX IMPOSED; RATE. 

Subdivision 1. Tax imposed. A tax is imposed on the 
lease or rental in this state for not more than 28 days of a 
passenger automobile as defined in section 168.011, subdivision 
7, a van as defined in section 168.011, subdivision 28, or a 
pickup truck as defined in section 168.011, subdivision 29. The 
rate of tax is 6.2· percent of the sales price. The tax applies 
whether or not the vehicle is licensed in the state. 
297A.68 BUSINESS EXEMPTIONS. 
297A.71 CONSTRUCTION ·EXEMPTIONS. 
297E.12 CIVIL PENALTIES. 

Subd. 10. Order payments credited. All payments 
received may be credited first to the oldest liability not 
secured by a judgment or lien in the discretion of the 
commissioner of revenue, but in all cases must be credited first 
to penalties, next to interest, and then to the tax due. 
469.1794 DURATION EXTENSION TO OFFSET DEFICITS. 

Subd. 6. Commissioner authority. (a) If the 
municipality determines that the extension permitted under 
subdivision 5 will not provide sufficient revenue to pay in full 
the amount of qualifying obligations, the municipality may apply 
to the commissioner of revenue for an additional duration 
extension. The commissioner may authorize an extension of the 
duration of the district of up to two years after determining 
that: 

(1) the insufficiency of revenues to pay the qualifying 
obligations, which will be offset by the additional extension of 
the duration limit, result from (i) the changes in the class 
rates and (ii) elimination of the state-determined general 
education property tax levy under Laws 2001, First Special 
Session chapter 5; 

(2) the municipality has or is transferring all available 
increments from other preexisting districts and after August 1, 
2001, has not entered into new obligations or authorized new 
spending that reduced the amount .of those increments that are 
available for transfer to pay qualifying obligations; and 

(3) increases in increments over the term of the district 
are unlikely to eliminate the insufficiency. 
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(b) The commissioner may: 
(1) establish the form of and time for applications under 

this subdivision; and 
(2) require the municipality to provide the information 

that the commissioner determines is necessary or useful in 
evaluating the application. · 

(c) This subdivision does not apply to a district if the 
authority has made an election under subdivision 5, paragraph 
( c) • 
477A.08 JOB OPPORTUNITY BUILDING ZONE AID. 

Subdivision 1. Eligibility. (a) For each assessment 
year that the exemption for job opportunity building zone 
property is in effect under section 272.02, subdivision 64, the 
assessor shall determine the diff~rence between the actual net 
tax capacity and the net tax capacity that would be determined 
for the job opportunity building zone, including any property 
removed from the zone that continues to qualify under section 
469.320, subdivision 4, if the exemption were not in effect. 

(b) Earih city and county is eligible for aid equal to 
one-half of: 

(1) the amount by which the sum of the differences 
determined in paragraph (a) for the corresponding assessment 
year exceeds three percent of the city's or county's total 
taxable net tax capacity for taxes payable in 2003, multiplied 
by 

(2) the city's or the county's, as applicable, average 
local tax rate for taxes payable in 2003. 

Subd •. 2. Certification. The.county assessor shall 
notify the commissioner of revenue of the amount determined 
under subdivision 1, paragraph (b), clause (1), for any city or 
county that qualifies for aid under this section by June 30 of 
the assessment year, in a form prescribed by the commissioner. 
The commissioner shall notify each city and county of its 
qualifying aid amount by August 15 of the assessment year. 

Subd. 3. Appropriation; payment. The commissioner 
shall pay each city and county its qualifying aid amount by July 
20 of the following year. An amount sufficient to pay the aid 
under this section is appropriated to the commissioner of 
revenue from the general fund. 
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HF785 
Unofficial Engrossment 

Senate Tax bill 

UEH0785-l 

(Includes the language of SF1209, SFI 683 and SF2206) 

A bill for an act 
1 

2 ·relating to financing and operation of state and local 
3 government; making policy, technical, administrative, 
4 enforcement,. collection, refund, and other changes to 
5 income, franchise, property, sales and use, health 
6 care provider, cigarette and tobacco products, 
7 insurance premiums, aggregate removal, occupation, net 
8 proceeds, and production taxes, and other taxes and 
9 tax-related provisions; requiring withholding; 

10 modifying income tax rates and providing income tax 
11 credits; modifying taxation of certain trusts; 
12 modifying taxation of certain compensation paid to 
13 nonresidents; providing for taxation of foreign 
14 operating corporations; providing tax shelter and 
15 compliance initiatives; providing an income tax 
16 checkoff; providing a refund for transit·passes; 
17 modifying and authorizing sales tax exemptions; 
18 providing for taxation of liquor and rented vehicles; 
19 modifying and authorizing local government sales 
20 taxes; modifying the homestead market value credit; 
21 modifying certain levies; changing and providing 
22 property tax exemptions and value exclusions; 

·23 ·modifying the state general levy and providing for 
24 deposit of revenues; providing a property tax freeze; 
25 p.roviding for aids to local governments; providing for 
26 an international economic development zone; conveying 
27 certain powers and providing tax incentives in the 
28 zone; clarifying the effect of certain statements of 
29 taxpayer rights by commissioner of revenue; limiting 
30 agricultural processing zone property tax exemption in 
31 certain circumstances; defining term "tax"; extending 
32 a petrofund fee exemption; extending fiscal disparity 

.33 computation for city of Bloomington.; authorizing 
34 distributions of tax proceeds; ~hanging provisions 
35 relating to fiscal disparities, education financing, 
36 state debt collection procedures, sustainable forest 
37 incentives programs, and business subsidy provisions; 
38 conforming provisions to certain changes in federal 
39 law; changing and imposing powers, duties, and 
40 requirements on certain local governments and 
41 authorities and state departments or agencies; 
42 providing for issuance of obligations by local 
43 governments, and use of the proceeds of the debt; 
44 requiring transfer of a parking facility; changing tax 
45 increment financing and abatement provisions, and 
46 providing authoriti~s to certain districts; changing 
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provisions relating to tax preparers and providing for 
exchange of data; providing for publication of tax 
preparers subject to penalties; changing provi7ions 
relating to certificates of title of motor vehicles 
and manufactured homes; changing electronic filing 
provisions; prohibiting misrepresentation of 
employment; imposing requirements related to JOBZ; 
prohibiting state contracts with certain vendors; 
providing for certain payments to certain cities and 
counties; providing for studies and reports; provi4ing 
penalties; creating an education reserve account; 
providing for allocation and transfers of funds; 
reducing appropriations; appropriating money; amending 
Minnesota Statutes 2004, sectio·ns 4A. 02; 15. 06, 
subdivision 6; 16A.152, subdivision 2; 16C.03, by 
adding a subdivision; 16D.10; 103C.331, subdivision 
16; 116J.993, subdivision 3, by adding a subdivision; 
116J.994, subdivisions 4, 5, 9, by adding a 
subdivision; 118A.05, subdivision 5; 123B.53, 
subdivisions 4, 5, by adding a subdivision; 123B.55; 
123B.71, subdivision 9; 126C.Ol, by adding a 
subdivision; 126C.17, subdivisions 6, 7, 9, by adding 
subdivisions; 127A.48, by adding a subdivision; 
161.1231, by adding a subdivision; 168A.05, 
subdivisions la, lb; 254B.02, subdivision 3; 270.0603, 
subdivision 3; 270.0682, subdivision l; 270.11, 
subdivision 2; 270.16, subdivision 2; 270.30, 
subdivisions 1, 5, 6, 8, by adding subdivisions; 
270.65; 270.67, subdivision 4; 270.69, subdivision 4; 
270A.03, subdivision 5; 272.01, subdivision 2; 272.02, 
subdivisions la, 7,. 22, 47, 53, 56, 64, by adding 
subdivisions; 272.0211, subdivisions 1, 2; 272.0212, 
subdivisions 1, 2; 272.029, subdivisions 4, 6; 273.11, 
subdivisions la; 8, by adding subdivisions; 273.112, 
subdivision 3; 273.123, by adding a subdivision; 
273.124, subdivisions 1, 3, 6, 8, 13, 14, 21; 273.13, 
subdivisions ·22, 23, 25; 273.1315; 273.1384, 
subdivisions 1, 3; 273.19, subdivision la; 273.372; 
274.014, subdivisions 2, 3; 274.14; 275.025, 
subdivision l; 275.065, subdivisions la, 3, by adding 
subdivisions; 275.066; 275.07, subdivisions 1, 4; 
275.70, subdivision 5; 276.04, subdivision 2; 276.112; 
276A.Ol, subdivision·?; 278.03, subdivision l; 279.0lr 
subdivision 1, by adding a subdivision; 282.016; 
282.08; 282.15; 282.21; 282.224; 282.301; 287.04; 
289A.02, subdivision 7; 289A.08, subdivisions 3, 7, 
16; 289A.ll, subdivision l; 289A.18, subdivisions 1, 
4, by adding a subdivision; 289A.19, subdivision 4; 
289A.20, subdivisions 2, 4; 289A.31, subdivision 2; 
289A.37, subdivision 5; 289A.38, subdivisions 6, 7, by 
adding subdivisions; 289A.39, subdivision l; 289A.40, 
subdivision 2, by adding subdivisions; 289A.50, 
subdivision la; 289A~60, subdivisions 2a, 6, 11, 12, 
13, by adding a subdivision; 290.01, subdivisions 6b, 
7, 7b, 19, 19a, as amended, if enacted, 19b, 19c, 19d, 
31; 290.032, subdivisions 1, 2; 290.05, subdivision l; 
290.06, subdivisions 2c, 2d, 22, 28, by adding 
subdivisions; 290.067, subdivisions 1, 2a; 290.0671, 
subdivision l; 290.0674, subdivisions 1, 2; 290.0675, 
subdivision l; 290.091, subdivisions 2, 3; 290.0922, 
subdivision 2; 290.10; 290~17, subdivisions 2, 4; 
290.191, subdivision l; 290.92, subdivisions 1, 4b, by 
adding a subdivision; 290A.03, subdivisions 3, 15; 
290A.07, by adding a subdivision; 290A.19; 290B.05, 
subdivision 3; 290C.05; 290C.10; 291.005, subdivision 
l; 291.03, subdivision l; 295.50, subdivision 3, by 
adding a subdivision; 295.53, subdivision l; 295.60, 
subdivision 3; 296A.09, by adding a subdivision; 
296A.22, by adding a subdivision; 297A.61, 
subdivisions 3,.4, by adding subdivisions; 297A.64, 
subdivision 4; 297A.668, subdivisions 1, 5; 297A.67, 
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1 subdivisions 2, 6, 7, 8, 29, by adding subdivisions; 
2 297A.68, subdivisions 2, 4, 5, 19, 28, 35, 39, by 
3 adding subdivisions; 297A.70, s~bdivision 8, by.adding 
4 a subdivision; 297A.71, subdivision 12, by adding 
5 subdivisions; 297A.75, subdivisions 1, 2, 3; 297A.83, 
6 subdivision l; 297A.87, subdivisions 2, 3; 297A.99, 
7 subdivisions 4, 7; 297B.03; 297E.Ol, subdivisions 5, 
8 7, by adding subdivisions; 297E.02, subdivision 4; 
9 297E.06, subdivision 2; 297E.07; 297F.Ol, by adding a 

10 subdivision; 297F.08, subdivision 12, by adding a 
11 subdivision; 297F.09, subdivisions 1, 2, by adding a 
12 subdivision; 297F.14, subdivision 4; 297G.09, by 
13 adding a subdivision; 297!.0l, by adding a 
14 subdivision; 297I.05, subdivisions 4, 5, by adding a 
15 subdivision; 298.001, by adding subdivisions; 298.01, 
16 subdivisions 3, 3a, 4;. 298.015, subdivisions 1, 2; 
17 298.016, subdivision 4; 298.018; 298.223, subdivision 
18 l; 298.24, subdivision l; 298.28, subdivisions 9b, 10; 
19 298.2961, by adding a subdivision; 298.75, 
20 subdivisions 1, 2; 3250.33, subdivision 6; 343.11; 
21 366.011; 366.012; 373.01, subdivision 3; 373.40, 
22 subdivision l; 373.45, subdivision 7; 400.04, by 
23 adding a subdivision; 410.32; 412.301; 428A.101; 
24 428A.21; 429.021, subdivision l; 429.G31, by adding a 
25 subdivision; 429.051; 469.015, subdivision 4; 469.033, 
26 subdivision 6; 469.034, subdivision 2; 469.158; 
27 469.169, by adding a subdivision; 469.1735, 
28 subdivision 3; 469.174, by adding a subdivision; 
29 469.175, subdivisions l, 2, 4, 6; 469.176, subdivision 
30 · le, by adding subdivisions; 469.1761, by adding a 
31 ·subdivision; 469.1763, subdivision 2; 469.1792; 
32 469.310, subdivision 11; 473.39, by adding a 
33 subdivision; 473.843, subdivisions 3, 5; 473F.02, 
34 subdivision 7; 473F.08, sub~ivision 3a, by adding 
35 subdivisions; 474A.061, subdivision 2c; 474A.131, 
36 subdivision l; 475.51, subdivision 4; 475.52, 
37 subdivisions l, 3, 4; 475.521, subdivisions 1, 2, 3, 
38 4; 475.58, subdivision 3b; 477A.Oll, subdivisions 3, 
39 34, 36, as amended, 38; 477A.0124, subdivisions 2, 4; 
40 477A.013, subdivisions 8, 9; 477A.03, subdivisions 2a, 
41 2b; 477A.ll, subdivision 4, by adding a subdivision; 
42 477A.12, subdivisions l, 2; 477A.14, subdivision l; 
43 645.44, by adding a subdivision; Laws 1991, chapter 
44 291, article 8, section 27, subdivision 4; Laws 1993, 
45 chapter 375, article ~, section 46, subdivision 2, as 
46 amended; Laws 1994, chapter 587, article 9, section 8, 
47 subdivision l; Laws 1994, chapter 587, article 9, 
48 section 20, subdivision l; Laws 1994, chapter 587, 
49 article 9, section 20, subdivision 2; Laws 1996, 
50 chapter 471, article 2, section 29; Laws 1998, chapter 
51 389, article 3, section 41; Laws 1998, chapter 389, 
52 article 3, section 42, subdivision 2, as amended; Laws 
53 1998, chapter 389, article 8, section 43, subdivision 
54 3; Laws 1998, chapter 389, article 8, section 43, 
55 subdivision 4; Laws 1998, chapter 389, article 11, 
56 section 19, subdivision 3; Laws 1999, chapter 243, 
57 article 4, section 18, subdivision 1; Laws 1999, 
58 chapter 243, article 4, section 18, subdivision 3; 
59 Laws 1999, chapter 243, article 4, section 18, 
60 subdivision 4; Laws 2001, ¥irst Special Session 
61 chapter 5, article 3, section 8; Laws 2001, First 
62 Special Session chapter 5, article 12, section 44, the 
63 effective date; Laws 2001, First Special Session 
64 chapter 5, article 12, section 67; Laws 2001, First 
65 Special Session chapter 5, article 12, section 82, as 
66 amended; Laws 2001, First Spe.cial session chapter 5, 
67 article 12, section 95; Laws 2002, chapter 377, 
68 article 3, section 4; Laws 2002, chapter 377, article 
69 12, section 16, subdivision 1; Laws 2003, chapter 127, 
70 article 5, section 27; Laws 2003, chapter 127, article 
71 5, section 28; Laws 2003, chapter 127, article 12, 
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1 section 38; Laws 2003, chapter 128, article 1, section 
2 172; Laws 2003, First Special Session chapter 21, 
3 article 4, section 12, subdivision 11; Laws 2003, 
4 First Special Session chapter 21, article 5, section 
5 13; Laws 2003, First Special Ses~ion chapter 21, 
6 article 6, section 9; 2005 S.F. No. 467, section 1, if 
7 enacted; proposing coding for new law in Minnesota 
8 Statutes, chapters 103C; 174; 270; 273; 278; 289A; 
9 290; 290C; 295; 297A; 297F; 298; 325D; 325F; 462A; 

10 469; 473; 477A; repealing Minnesota Statutes 2004, 
11 sections 273.19, subdivision 5; 274.05; 275.15; 
12 275.61, subdivision 2; 283.07; 289A.26, subdivision 
13 2a; 289A.60, subdivision 21; 295.55, subdivision 4; 
14 295.60, subdivision 4; 297A.99, subdivision 13; 
15 297E.12, subdivision 10; 297F.09, subdivision 7; 
16 297G.09, subdivision 6; 297I.35, subdivision 2; 
17 297I.85, subdivision 7; 298.01, subdivisions 3c, 3d, 
18 4d, 4e; 298.017; 473.39, subdivision lf; Laws 1975, 
19 chapter 287, section 5; Laws 1994, chapter 587, 
20 article 9, section 20, subdivision 4; Laws 2003, 
21 chapter 127, article 9, section 9, subdivision 4; 
22 Minnesota Rules, parts 8093.2000; 8093.3000; 
23 8130. 0110, subpart 4; 8130. 0200, subparts 5, ·6; 
24 8130.0400, subpart 9; 8130.1200, subparts 5, 6; 
25 8130.2900; 8130.3100, subpart l; 8130.4000,·subparts 
26 1, 2; 8130.4200, subpart l; 8130.4400, subpart 3; 
27 8130.5200; 8130.5600, subpart 3; 8130.5800, subpart 5; 
·28 8130.7300, subpart 5; 8130.8800, subpart 4. 

29 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

30 ARTICLE 1 

31 INCOME AND CORPORATE FRANCHISE TAXES - SF1209 

32 Section 1. Minnesota Statutes 2004, section 289A.20, 

33 subdivision 2, is amended to read: 

34 Subd. 2. [WITHHOLDING FROM WAGES, ENTERTAINER WITHHOLDING, 

35 WITHHOLDING FROM PAYMENTS TO OUT-OF-STATE CONTRACTORS, AND 

36 WITHHOLDING BY PARTNERSHIPS AND SMALL BUSINESS CORPORATIONS.] 

37 (a) A tax required to be deducted and withheld during the 

38 quarterly period must be paid on or before the last day of the 

39 month following the close of the qu_arterly period, unless an 

40 earlier time for payment is provided. A tax required to be 

41 deducted and withheld from compensation of an entertainer and 

42 from a payment to an out-of-state contractor must be paid on or 

43 before the date the return for such tax must be filed under 

44 section 289A.18, subdivision 2.. Taxes required to be deducted 

45 and withheld by partnerships andL S corporations, and trusts 

46 must be paid on er-berere-ehe-daee-the-reettrn-mttse-be-£i%ed 

47 ttnder-seeeien-i89ATi8;-sttbdivisien-i a ·guarterly basis as 

48 estimated taxes under section 289A.25 for partnerships and 

49 trusts and under section 289A.26 for S corporations. 
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1 (b) An employer who, during the previous quarter, withheld 

2 more than $1,500 of tax under section 290.92, subdivision 2a or 

3 3, or 290.923, subdivision 2, must deposit tax withheld under 

4 those sections with the commissioner within the time allowed to 

5 deposit the employer's federal withheld employment taxes under 

6 Code of Federal Regulations, title 26, section 31.6302-1, as 

7 amended through December 31, 2001, without regard to the safe 

8 harbor or de minimis rules in subparagraph (f) ·or the one-day 

9 rule in subsection (c), clause (3). Taxpayers must submit a 

10 copy of their federal notice of· deposit status to the 

11 commissioner upon request by the commissioner. 

·12 (c) The commissioner may prescribe by rule other return 

13 periods or deposit requirements. In prescribing the reporting 

14 period, the commissioner may classify payers according to the 

15 amount of their tax liability and may adopt an appropriate 

16 reporting period for the class that the commissioner judges to 

17 be consistent with efficient tax collection. In no event will 

18 the duration of the reporting period be more than one year. 

19 (d) If less than the correct amount of tax is paid to the 

20 commissioner, proper adjustments with respect to both the tax 

21 and the amount to be deducted must be made, without interest, in 

22 the manner and at the times the commissioner prescribes. If the 

23 underpayment cannot be adjusted, the amount of the underpayment 

24 will be assessed and collected in the manner and at the times 

25 the commissioner prescribes. 

26 {e) If the aggregate amount of the tax withheld during a 

27 fiscal year ending June 30 under section 290.92, subdivision 2a 

28 or 3, is equal to or exceeds the amounts established for 

29 remitting federal withheld taxes pursuant to the regulations 

30 promulgated under section 6302(h) of the Internal Revenue Code, 

31 the employer must remit each required deposit for wages paid in 

32 the subsequent calendar year by electronic means. 

33 (f) A third-party bulk filer as defined in section 290.92, 

34 subdivision 30, paragraph (a), clause {2), who remits 

35 withholding deposits must remit all _deposits by electronic means 

36 as provided in paragraph (e), regardless of the aggregate amount 
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1 of tax withheld during a fiscal year for all of the employers. 

2 [EFFECTIVE DATE.] This section is effective for tax years 

3 beginning after December 31, 2005. 

4 Sec. 2. Minnesota Statutes 2004, section 290.92, is 

5 amended by adding a subdivision to read: 

6 Subd. 31. [PAYMENTS TO PERSONS WHO ARE NOT EMPLOYEES; 

7 WITHHOLDING.] Any person engaged in a trade or business who in 

8 the course of such trade or business makes payments to an 

9 individual, who is not an employee of the person, for work 

10 described in industry code numbers 23 through 238990.of the 

11 North American Industry Classification System, shall deduct from 

12 the payment and withhold two percent of the amount as Minnesota 

13 withholding tax when the amount paid to that individual by the 

14 same person during the calendar year exceeds $600. For purposes 

15 of this section, a payment to any person that is subject to 

16 ·Withholding under this subdivision must be treated as if the 

17 payment was a wage paid by an employer to an employee. Every 

18 individual who is to receive a payment that is subject to 

19 withholding under this subdivision shall furnish the contracting 

20 person with a statement, containing the name, address, and 

21 Social Security account number of the person receiving the 

22 payment. 

23 [EFFECTIVE DATE.] This section is effective for payments 

24 made after July 31, 2005. 

25 ARTICLE 2 

26 FEDERAL UPDATE - SF1209 

27 Section 1. Minnesota Statutes 2004, section 290.01, 

28 subdivision 19, is amended to read: 

29 Subd. 19. [NET INCOME.] The term "net income" means the 

30 federal taxable income, as defined in section 63 of the Internal 

31 Revenue Code of 1986, as amended through the date named in this 

32 subdivision, incorporating any elections made by the taxpayer in 

33 accordance with the Internal Revenue Code in determining federal 

34 taxable income for federal income tax purposes, and with the 

35 modifications provided in subdivisions 19a to 19f. 

36 In the case of a regulated investment company or a fund 
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1 thereof, as defined in section 85l(a) or 85l(g) of the Internal 

2 Revenue Code, federal taxable income means investment company 

3 taxable income as defined in section 852(b)(2) of the Internal 

4 Revenue Code, except that: 

5 (1) the exclusion of net capital gain provided in section 

6 852(b)(2)(A) of the Internal Revenue Code does not apply; 

7 (2) the deduction for dividends paid under section 

8 852(b)(2)(D) of the Internal Revenue Code must be applied by 

9 allowing a deduction for capital gain dividends and 

10 exempt-interest dividends as defined in sections 852(b)(3)(C) 

11 and 852(~)(5) of the Internal Revenue Code; and 

12 (3) the deduction for dividends paid must also be applied 

13 in the amount of any undistributed capital gains which the 

14 regulated investment company elects to have treated as provided 

15 in section 852(b)(3)(D) of the Internal Revenue Code. 

16 The net income of a real estate investment trust as defined 

17 and limited by section 856(a), (b); and (c) of the Internal 

18 Revenue Code means the real estate investment trust taxable 

19 income as defined in section 857(b)(2) of the Internal Revenue 

20 Code. 

21 The net income of a designated settlement fund as defined 

22 in section 468B(d) of the Internal Revenue Code means the gross 

23 income as defined in section 468B(b) of the Internal Revenue 

24 Code. 

25 The provisions of sections 1113(a), 1117, 1206(a), 1313(.a), 

26 1402(a), 1403(a), 1443, 1450, 150l(a), 1605, 16ll(a), 1612, 

27 1616, 1617, 1704(1), and 1704(m) of the Small Business Job 

28 Protection Act, Public Law 104-188, the provisions of Public Law 

29 104-117, the provisions of sections 313(a) and (b)(l), 602(a), 

30 913(b), 941, 961, 971, lOOl(a) and {b), 1002, 1003, 1012, 1013, 

31 1014, 1061, 1062, 1081, 1084(b), 1086, 1087, llll(a), 113l(b) 

32 and (c), 12ll(b), 1213, 1530(c)(2), 160l(f)(5) and (h), and 

33 1604(d)(l) of the Taxpa.yer Relief Act of 1997, Public Law 

34 1-05-34, the provisions of section 6010 of the Internal Revenue 

35 Service Restructuring and Reform Act of 1998, Public Law 

36 105-206, the provisions of section 4003 of the Omnibus 
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l Consolidated and Emergency Supplemental Appropriations Act, 

2 1999, Public Law 105-277, and the provisions of section 318 of 

3 the Consolidated Appropriation Act of 2001, Public Law 106-554, 

4 shall become effective at the time they become effective for 

5 federal purposes. 

6 The Internal Revenue Code of 1986, as amended through 

7 December 31, 1996, shall be in effect for taxable years 

8 beginning after December 31, 1996. 

9 The provisions of sections_202(a) and (b), 22l(a), 225, 

10 312, 313, 913(a), 934, 962, 1004, 1005, 1052, 1063, 1084(a) and 

11 (c), 1089, 1112, 1171, 1204, 127l(a) and (b), 1305(a), 1306, 

12 1307, 1308, 1309, 150l(b), 1502(b), 1504(a), 1505, 1527, 1528, 

13 15 3 0 , 16 0 l ( d) , ( e) , ( f) , and ( i ) and 16 0 2 (a) , ( b) , ( c) , and ( e) 

14 of the Taxpayer Relief Act of 1997, Public Law 105-34, the 

15 ·provisions of sections 6004, 6005, 6012, 6013, 6015, 6016, 7002, 

16 and 7003 of the Internal Revenue Service Restructuring and 

17 Reform Act of 1998, Public Law 105-206, the provisions of 

18 section 3001 of the Omnibus Consolidated and Emergency 

19 Supplemental Appropriations Act, 1999, Public Law 105-277, the 

20 provisions of section 3001 of the Miscellaneous Trade and 

21 Technical Corrections Act of 1999, Public Law 106-36, and the 

22 provisions of section 316 of the Consolidated Appropriation Act 

23 of 2001, Public Law 106-554, shall become effective at the time 

24 they become effective for federal purposes. 

25 The Internal Revenue Code of 1986, as amended through 

26 December 31, 1997, shall be in effect for taxable years 

27 beginning after December 31, 1997. 

28 The provisions of sections 5002, 6009, 6011, and 7001 of 

29 the Internal Revenue Service Restructuring and Reform Act of 

30 1998, Public Law 105-206, the provisions of section 9010 of the 

31 Transportation Equity Act for the 21st Century, Public Law 

32 105-178, the provisions of sections 1004, 4002, and 5301 of the 

33 Omnibus Consolidation and Emergency Supplemental Appropriations 

34 Act, 1999, Public Law 105-277, the provision of section .303 of 

35 the Ricky Ray Hemophilia Relief Fund Act of 1998, Public Law 

36 105-369, the provisions of sections 532, 534, 536, 537, and 538 
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1 of the Ticket to Work and Work Incentives Improvement Act of 

2 1999, Public Law 106-170, the provisions of the Installment Tax 

3 Correction Act of 2000, Public Law 106-573, and the provisions 

4 of section 309 of the Consolidated Appropriation Act of 2001, 

5 Public Law 106-554, shall become effective at the time they 

6 become effective for federal purposes. 

7 The Internal Revenue Code of 1986, as amended through 

8 December 31, 1998, shall be in effect for taxable years 

9 beginning after December 31, 1998. 

10 The provisions of the FSC Repeal and Extraterritorial 

11 Income Exclusion Act of 2000, Public Law 106-519, and the 

12 provision of section 412 of the Job Creation and Worker 

13 Assistance Act of 2002, Public Law 107-147, ·shall become 

14 effective at the time it became effective for federal purposes. 

15 The Internal Revenue Code of 1986, as amended through 

16 December 31, 1999, shall be in effect for taxable years 

17 beginning after December 31, 1999. The provisions of sections 

18 306 and 401 of the Consolidated Appropriation Act of 2001, 

19 Public Law 106-554, and the provision of section 632(b)(2)(A) of 

20 the Economic Growth and Tax Relief Reconciliation Act of 2001, 

21 Public Law 107-16, and provisions of sections 101 and 402 of the 

22 Job Creation and Wo~ker Assistance Act of 2002, Public Law 

23 107-147, shall become effective at the same time it became 

24 effective for federal purposes. 

25 The Internal Revenue Code of 1986, as amended through 

26 December 31, 2000, shall be in effect for taxable years 

27 beginning after December 31, 2000. The provisions of sections 

28 659a and 671 of the Economic Growth and Tax Relief 

29 Reconciliation Act of 2001, Public Law 107-16, the provisions of 

30 sections 104, 105, and 111 of the Victims of Terrorism Tax 
.. 

31 Relief Act of 2001, Public Law 107-134,-and the provisions of 

32 sections 201, 403, 413, and 606 of the Job Creation and Worker 

33 Assistance Act of 2002, Public Law 107-147, shall become 

34 effective at the.same time it became effective for federal 

35 purposes. 

36 The Internal Revenue Code of 1986, as amended through March 

Article 2 Section 1 9 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

l 15, 2002, shall be in effect for taxable years beginning after 

2 December 31, 2001. 

3 The provisions of sections 101 and 102 of the Victims of 

4 Terrorism Tax Relief Act of 2001, Public Law 107-134, shall 

5 become effective at the same time it becomes effective for 

6 federal purposes. 

7 The Internal Revenue Code of 1986, as amended through June 

8 15, 2003, shall be in effect for taxable years beginning after 

9 December 31, 2002, provided that the provisions of the American 

10 Jobs Creation Act of 2004, Public Law 108-435, are effective at 

11 the same time they became effective for federal income tax 

12 purposes. The provisions of section 201 of the Jobs and Growth 

13 Tax Relief and Reconciliation Act of 2003, H.R. 2, if it is 

14 enacted into law, are effective at the same time it became 

15 effective for federal purposes. 

16 Except as otherwise provided, references to the Internal 

17 Revenue Code in subdivisions 19a to 19g mean the code in effect 

18 for purposes of determining net income for the applicable year. 

19 Sec. 2. Minnesota Statutes 2004, section 290.01, 

20 subdivision 19a, is amended to read: 

21 Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For 

22 individuals, estates, and trusts, there shall be added to 

23 federal taxable income: 

24 (l)(i) interest income on obligations of any state other 

25 than Minnesota or a political or governmental subdivision, 

26 municipality, or governmental agency or instrumentality of any 

27 state other than Minnesota exempt from federal income taxes 

28 under the Internal Revenue Code or any other federal statute; 

29 and 

30 (ii) exempt-interest dividends as defined in section 

31 852(b)(5) of the Internal Revenue Code,- except the portion of 

32 the exempt-interest dividends derived from interest income on 

33 obligations of the state of Minnesota or its political or 

34 governmental subdivisions, municipalities, governmental agencies 

35 or instrumentalities, but only if the portion of the 

36 exempt-interest dividends from such Minnesota sources paid to 
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1 all shareholders represents 95 percent or more of the 

2 exempt-interest dividends that are paid by the regulated 

3 investment company as defined in section 85l{a) of the Internal 

4 Revenue Code, or the fund of the regulated investment company as 

5 defined in section 85l(g) of the Internal Revenue Code, making 

6 the payment; and 

7 (iii) for the purposes of items (i) and (ii), interest on 

8 obligations of an Indian trib~l government described in section 

9 787l{c) of the Internal Revenue-Code shall be treated as 

10 interest income on obligations of the state in which the tribe 

11 is located; 

12 (2) the amount of income or sales and use taxes paid or 

13 accrued within the taxable year under this chapter and income or 

14 sales and use taxes paid to any other state or to any province 

15 or territory of Canada, to the extent allowed as a deduction 

16 under section 63(d) of the Internal Revenue Code of 1986, as 

17 amended through June 15, 2003, but the addition may not be more 

18 than the amount by which the itemized deductions as allowed 

19 under section 63(d) of the Internal Revenue Code exceeds the 

20 amount of the standard deduction as defined in section 63(c) of 

21 the Internal Revenue Code. For the purpose of this paragraph, 

22 the disallowance of itemized deductions under section 68 of the 

23 Internal Revenue Code of 1986, income or sales and use tax is 

24 the last itemized deduction disallowed; 

25 (3) the capital gain amount of a lump sum distribution to 

26 which the special tax under section 1122(h)(3)(B)(ii) of the Tax 

27 Reform Act of 1986, Public Law 99-514, applies; 

28 (4) the amount of income taxes paid or accrued within the 

29 taxable year under this chapter and income.taxes paid to any 

30 other state or any province or territory of Canada, to the 

31 extent allowed as a deduction in determining federal adjusted 

32 gross income. For the purpose of this paragraph, income taxes 

33 do not include the taxes imposed by sections 290.0922, 

34 subdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729; 

35 (5) the amount of expense, interest, or taxes disallowed 

36 pursuant to section 290.10; 
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1 (6) the amount of a partner's pro rata share of net income 

2 which does not flow through to the partner because the 

3 partnership elected to pay the tax on the income under section 

4 6242(a)(2) of the Internal Revenue Code; end 

5 (7) 80 percent of the depreciation deduction allowed under 

6 section 168(k) of the Internal Revenue Code. For purposes of 

7 this clause, if the taxpayer has an activity that in the taxable 

8 year generates a deduction for depreciation unde~ section 168(k) 

9 and the activity generates a loss for the taxable year that the 

10 taxpayer is not allowed to claim for the taxable year, "the 

11 depreciation allowed under section 168(k)" for the taxable year 

12 is limited to excess of the depreciation claimed by the activity 

13 under section 168(k) over the amount of the ·loss from the 

14 activity that is not allowed in the taxable year. In succeeding 

15 taxable years when the losses not allowed in the taxable year 

16 are allowed, the depreciation under section 168(k) is allowed; 

17 (8) 80 percent of ·the amount by which the deduction allowed 

·1a by section 179 of the Internal Revenue Code exceeds the 

1.9 deduction allowable by section 179 of the Internal Revenue Code 

20 of 1986, as amended through December 31, 2003; and 

21 (9) to the extent deducted in computing federal taxable 

22 income, the amount of the deduction allowable under section 199 

23 of the Internal Revenue Code. 

24 [EFFECTIVE DATE.] This section is effective for tax years 

25 beginning after December 31, 2004, except the changes in clause 

26 (2) are effective for tax years beginning after December 31, 

27 2003. 

28 Sec. 3. Minnesota Statutes 2004, section.290.01, 

29 subdivision 19b, is amended to read: 

30 Subd. 19b. [SUBTRACTIONS FROM'FEDERAL TAXABLE INCOME.] For 

31 individuals, estates, and trusts·, there.shall be subtracted from 

32 federal taxable income: 

33 (1) interest income on obligations of any authority, 

34 ·commission, or instrumentality of the United States to the 

35 extent includable in taxable income for federal income tax 

36 purposes but exempt from state income tax under the laws of the 
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1 United States; 

2 (2) if included in_:federal taxable income, the amount of 

3 any overpayment of income tax to Minnesota or to any other 

4 _state, for any previous taxable year, whether the amount is 

5 received as a refund or as a credit to another taxable year's 

6 income tax liability; 

7 (3) the amount_ paid to others, less the amount used to 

8 claim the credit allowed under section 290.0674, not to exceed 

9 $1,625 for each qualifying child in grades kindergarten to 6 and 

10 $2,500 for each qualifying child in grades 7 to 12, for tuition, 

11 textbooks, and transportation of each qualifying child in 

12 attending an elementary or secondary school situated in 

13 Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, 

14 wherein a resident of this state may legally fulfill the state's 

15 compulsory attendance laws, which is not operated for profit, 

16 and which adheres to the provisions of the Civil Rights Act of 

17 1964 and chapter 363A. For the purposes of this clause, 

18 "tuition" includes fees or tuition as defined in section 

19 290.0674, subdivision 1, clause (1). As used in this clause, 

20 "textbooks" includes books and other instructional materials and 

21 equipment purchased or leased for use in elementary and 

22 secondary schools in teaching only those subjects legally and 

23 commonly taught in public elementary and secondary schools in 

24 this state. Equipment expenses qualifying for deduction 

25 includes expenses as defined and limited in section 290.0674, 

26 subdivision 1, clause (3). "Textbooks" does not include 

27 instructional books and materials used in the teaching of 

28 religious tenets, doctrines, or worship, the purpose of which is 

29 to instill such tenets, doctrines, or worship, nor does it 

30 include books or materials for, or transportation to, 

31 extracurri~ular activities including sporting events, musical or 

32 ·dramatic events, speech activities, driver•s education, or 

33 similar programs. For purposes of the subtraction provided by 

34 this clause, "qualifying child" has the meaning given in section 

35 32(c){3) of the Internal Revenue Code; 

36 (4) income as provided under section 290.0802; 
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1 (5) to the extent included in federal adjusted gross 

2 income, income realized on disposition of property exempt from 

3 tax under section 290.491; 

4 (6) to the extent included in federal taxable income, 

5 postservice benefits for youth community service under section 

6 1240.42 for volunteer service under United States Code, title 

7 42, sections 12601 to 12604; 

8 (7) to the extent not deducted in determining federal 

9 taxable income by an individuaL who does not itemize deductions 

10 for federal income tax purposes for the taxable year, an amount 

11 equal to 50 percent of the excess of charitable contributions 

12 allowable as a deduction for the taxable year under section 

13 170(a) of the Internal Revenue Code over $500; 

14 (8) for taxable years beginning before January 1, 2008, the 

15 amount of the federal small ethanol producer credit allowed 

16 under section 40(a)(3) of the Internal Revenue Code which is 

17 included iri gross income under section 87 of the Internal 

18 Revenue Code; · 

19 (9) for individuals who are allowed a federal foreign tax 

20 credit for taxes that do-not qualify for a credit under section 

21 290.06, subdivision 22~ an amount equal to the carryover of 

22 subnational foreign taxes for the taxable year, but not to 

23 exceed the total subnational foreign taxes reported in claiming 

24 the foreign tax credit. For purposes of this clause, "federal 

25 foreign tax credit" means the credit allowed under section 27 of 

26 the Internal Revenue Code, and "carryover of subnational foreign 

27 taxes" equals the carryover allowed under section 904(c) of the 

28 Internal Revenue Code minus national level foreign taxes to the 

29 extent they-exceed the federal foreign tax credit; 

30 (10) in each of the five tax years immediately following 

31 the tax year in which an addition is .required under subdivision 

32 19a, clause -(7), an amount equal to one-fifth of the delayed 

33 depreciation. For purposes of this clause, "delayed 

34 depreciation" means the amount of the addition made by the 

35 taxpayer under subdivision 19a, clause (7), minus the positive 

36 value of any net operating loss under section 172 of the 
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1 Internal Revenue Code generated for the tax year of the 

2 addition. The resulting delayed dep~eciation cannot be less 

3 than zero; ane 

4 (11) .job opportunity building zone income as provided under 

5 section 469.~16; and 

6 (12) in each of the five tax years immediately following 

7 the tax year in which an addition is reguired under subdivision 

8 19a, clause (8), or 19c, clause (17), in the case of a 

9 shareholder of a corporation that is an S corporation, an amount 

10 equal. to one-fifth of the addition made by the taxpayer under 

11 subdivision 19a, clause (8), or 19c, clause (17), in the case of 

12 a shareholder of a corporation that is an S corporation, minus 

13 the positive value of any net operating loss under section 172 

14 of the Internal Revenue Code generated for the tax year of the 

15 addition. If the net operating loss exceeds the addition for 

16 the tax year, a subtraction is not allowed under this clause. 

17 [EFFECTIVE DATE.] This section is effective for tax years 

18 beginning after December 31, 2004. 

19 Sec. 4. Minnesota Statutes 2004, section 290.01, 

20 subdivision 19c, is amended to read: 

21 Subd. 19c. [CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE 

22 INCOME.] For corporations, there shall be added to federal 

23 taxable income: 

24 (1) the amount of any deduction taken for federal income 

25 tax purposes for income, excise, or franchise taxes based on net 

26 income or ·related minimum taxes, i-ncluding but not limited to 

27 the tax imposed under section 290.0922, paid by the corporation 

28 to Minnesota, another state, a political subdivision of another 

29 state, the District of Columbia, or any foreign country or 

30 possession of the United States; 

31 (2) interest not subject to federal tax upon obligations 

32 of: the United States, its possessions, its agencies, or its 

33 instrumentalities; the state of Minnesota or any other state, 

34 any of its political or governmental subdivisions, any of its 

35 municipalities, or any of its governmental agencies or 

36 instrumentalities; the District of Columbia; or Indian tribal 
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1 governments; 

2 ( 3) exempt-interest __ dividends received as defined in 

3 section 852(b)(5) of the Internal Revenue Code; 

4 (4) the amount of any net operating loss deduction taken 

5 for federal income tax purposes under section 172 or 832(c)(l0) 

6 of the Internal Revenue Code or operations loss deduction under 

7 section 810 of the Internal Revenue Code; 

.8 (5) the amount of any special deductions taken for federal 

9 income tax purposes under sections 241 to 247 of the Internal 

10 Revenue Code; 

11 (6) losses from the business of mining, as defined in 

12 section 290.05, subdivision 1, clause -Ca), that are not subject 

13 to Minnesota income tax; 

14 (7) the amount of any capital losses deducted for federal 

15 income tax purposes under sections 1211 and 1212 of the Internal 

16 Revenue Code; 

17 (8) the exempt foreign trade income of a foreign sales 

18 corporation under sections 92l(a) and 291 of the Internal 

19 Revenue Code; 

20 (9) the amount of percentage depletion deducted under 

21 sections 611 through 614 and 291 of the Internal Revenue Code; 

22 (10) for certified pollution control facilities placed in 

23 service in a taxable year beginning before December 31, 1986, 

24 and for which amortization deductions were elected under section 

25 169 of the Internal Revenue Code of 1954, as amended through 

26 December 31, 1985, the amount of the amortization deduction 

27 allowed in computing federal taxable income for those 

28 facilities; 

29 (11) the amount of any deemed dividend from a foreign 

30 operating corporation determined pursuant to section 290.17, 

31 subdivision 4, paragraph (g); 

32 (12) the amount of any environmental tax paid under section 

33 59(a) of the Internal Revenue Code; 

34 (13) the amount of a partner's pro rata share of net income 

35 which does not flow through to the partner because the 

36 partnership elected to pay the tax on. the income under section 
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1 6242(a)(2) ·of the Internal Revenue Code; 

2 (14) the amount of net income excluded under section 114 of 

3 the Internal Revenue Code; 

4 (15) any increase in subpart F income, as defined in 

s section 952(a) of the Internal Revenue Code, for the taxable 

6 year when subpart F income is calculated without regard to the 

7 provisions of sectio~ 614 of Public Law 107-147; and 

8 (16) 80 percent of the depreciation deduction allowed under 

9 section 168(k) of the Internal Revenue Code. For purposes of 

10 this clause, if the taxpayer has an ac~ivity that in the taxable 

11 year generates a deduction for depreciation under section 168(k) 

12 and the activity generates a loss for the taxable year that the 

13 taxpayer is not allowed to claim for the taxable year, "the 

14 depreciation allowed under section 168(k)" for the taxable year 

15 is limited to excess of the depreciation claimed by the activity 

16 under section 168(k) over the amount of the loss from the 

17 activity that is not allowed in the taxable year. In succeeding 

18 taxable years when the losses not allowed in the taxable year 

19 are allowed, the depreciation under section 168(k) is allowed; 

20 (17) 80 percent of the amount by which the deduction 

21 allowed by section 179 of the Internal Revenue Code exceeds the 

22 deduction allowable by section 179 of the Internal Revenue Code 

23 of 1986, as amended through December 31, 2003; and 

24 (18) to the extent deducted in computing federal taxable 

25 income, the amount of the deduction allowable under section 199 

26 of the Internal Revenue Code. 

27 [EFFECTIVE DATE.] This section is effective for tax years 

28 beginning after December 31, 2004. 

29 Sec. 5. Minnesota Statutes 2004, section 290.01, 

30 subdivision 19d, is amended to read: 

31 Subd. 19d. [CORPORATIONS;~MODIFICATIONS DECREASING FEDERAL 

32 TAXABLE INCOME.] For corporations, there shall be subtracted 

33 from federal taxable income after the increases provided in 

34 subdivision 19c: 

35 (1) the amount of foreign dividend gross-up added to gross 

36 income for federal income tax purposes under section 78 of the 
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1 Internal Revenue Code; 

·2 (2) the amount of salary expense not allowed for federal 

3 income tax purposes due to claiming the federal jobs credit 

4 under section 51 of the Internal Revenue Code; 

5 (3) any dividend (not including any distribution in 

6 liquidation) paid within the taxable year by a national or state 

7 bank to the United States, or to any instrumentality of the 

8 United States exempt from federal income taxes, on the preferred 

9 stock of the bank owned by the United States or the 

10 instrumentality; 

11 (4) amounts disallowed for intangible drilling costs due to 

12 differences between this chapter and the Internal Revenue Code 

13 in taxable years beginning before January 1, 1987, as follows: 

14 (i) to the extent the disallowed costs are represented by 

15 physical property, an amount equal to the allowance for 

16 depreciation under Minnesota Statutes 1986, section 290.09·, 

17 subdivision 7, subject to the modifications contained in 

18 subdivision 19e; and 

19 (ii) to the extent the disallowed costs are not represented 

20 by physical property, an amount ~qual to the allowance for cost 

21 depletion under Minnesota Statutes 1986, section 290.09, 

22 subdivision 8; 

23 (5) the deduction for capital losses pursuant to sections 

24 1211 and 1212 of the Internal Revenue Code, except that: 

25 (i) for capital losses incurred in taxable years beginning 

26 after December 31, 1986, capital loss carrybacks shall not be 

27 allowed; 

28 (ii) for capital losses incurred in taxable years beginning 

29 after December 31, 1986, a capital loss carryover to each of the 

30 15 taxable years succeeding the loss year shall be allowed; 
) 

31 (iii) for.capital losses incurred in taxable years 

32 beginning before January l, 1987, a capital loss·carryback to 

33 each of the three taxable years preceding the loss year, subject 

34 to the provisions of Minnesota Statutes 1986, section 290.16, 

35 shall be allowed; 

36 (iv) for capital losses incurred in taxable years beginning 
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l before January 1, 1987, ~ capital loss carryover to each of the 

2 five taxable years succeeding the loss year to the extent such 

3 loss was not used in a prior taxable year and subject to the 

4 provisions of Minnesota Statutes 1986, section 290.16, shall be 

5 allowed; 

6 (6) an amount for interest and expenses relating to income 

7 not taxable for federal income tax purposes, if (i) the income 

8 is taxable under this chapter and (ii) the interest and expenses 

9 were disallowed as deductions under the provisions of section 

10 17l(a)(2), 265 or 291 of the Internal Revenue Code in computing 

11 federal taxable income; 

12 (7) in the case of mines, oil and gas wells, other natural 

13 deposits, and timber for which percentage depletion was 

14 disallowed pursuant to subdivision 19c, clause (11), a 

15 reasonable allowance for depletion based on actual cost. In the 

16 case of leases the deduction must be apportioned between the 

17 lessor and lessee in accordance with rules prescribed by the 

18 commissioner. In the case of property held in trust, the 

19 allowable deduction must be apportioned between the income 

20 beneficiaries and the trustee in accordance with the pertinent 

21 provisions of the trust, or if· there is no provision in the 

22 instrument, on the basis of the trust's income allocable to 

23 each; 

24 (8) for certified pollution control facilities placed in 

25 service in a taxable year beginning before December 31, 1986, 

26 and for which amortization deductions were elected under section 

27 169 of the Internal Revenue Code of 1954, as amended through 

28 December 31, 1985, an amount equal to the allowance for 

29 depreciation under Minnesota Statutes 1986, section 290.09, 

30 subdivision 7; 

31 (9) amounts included in federal taxable income that are due 

32 to refunds of income, excise, or franchise taxes based on net 

33 income or related minimum taxes paid by the corporation to 

34 Minnesota, another state, a political subdivision of another 

35 state, the District of. Columbia, or a foreign country or 

36 possession .of the United States to the extent that the taxes 
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1 were added to federal taxable income under section 290.01, 

2 subdivision 19c, clause (1), in.a prior taxable year; 

3 (10) 80 percent of royalties, fees, or other like income 

4 accrued or received from a foreign operating corporation or a 

5 toreign corporation which is part of the same unitary business 

6 as the receiving corporation; 

7 (11) income or gains from the business of mining as defined 

8 in section 290.05, subdivision 1, clause (a), that are not 

9 subject to Minnesota franchise tax; 

10 (12) the amount of handicap access expenditures in the 

11 taxable year which are not allowed to be deducted or capitalized 

12 under section 44(d)(7) of the Internal Revenue Code; 

13 (13) the amount of qualified research expenses not allowed 

14 for federal income tax purposes under section 280C(c) of the 

15 Internal Revenue Code, but only to the extent that the amount 

16 exceeds the amount of the credit allowed under section 290.068; 

17 (14) the amount of salary expenses not allowed for federal 

18 income tax purposes due to claiming the Indian employment credit 

19 under section 45A(a) of the Internal Revenue Code; 

20 (15) the amount of any refund of environmental taxes paid 

21 under section 59A of the Internal Revenue Code; 

22 (16) for taxable years beginning before January 1, 2008, 

23 the amount of the federal small ethanol producer credit allowed 

24 under section 40(a)(3) of the Internal Revenue Code which is 

25 included in gross income under section 87 of the Internal 

26 Revenue Code; 

27 (17) for a corporation whose foreign sales corporation, as 

28 defined in section 922 of the Internal Revenue Code, constituted 

29 · a foreign operating corporation during any taxable year ending 

30 before January 1, 1995, and a return was filed by August 15, 

31 1996, claiming the deduction under section 290.21, subdivision 

32 4, for income received from the foreign operating corporation, 

33 an amount equal to 1.23 multiplied by the amount of income 

34 excluded under section 114 of the Internal Revenue Code, 

35 provided the income is not income of a foreign operating 

36 company; 
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l (18) any decrease in subpart F income, as defined in 

2 section 952(a) of the Internal Revenue Code, for. the taxable 

3 year when subpart F income is calculated without regard to the 

4 provisions of section 614 of Public Law 107-147; ene 

.5 (19) in each of the five tax years immediately following 

6 the tax year in which an addition is required under subdivision 

7 19c, clause (16), an amount equal to one-fifth of the delayed 

8 depreciation. For purposes of this clause, "delayed 

9 depreciation .. means the amount of the addition made by the 

10 taxpayer under subdivision 19c, clause (16). The resulting 

11 delayed depreciation cannot be less than zero; and 

12 (20) in each of the five tax years immediately following 

13 the tax year in which an addition is required under subdivision 

14 19c, clause (17), an amount egual to one-fifth of the amount of 

15 the addition. 

16 [EFFECTIVE DATE.] This section is effective for tax years 

17 beginning after December 31, 2004. 

18 Sec. 6. Minnesota Statutes 2004, section 290.01, 

19 subdivision 31, is amended to read: 

20 Subd. 31. [INTERNAL REVENUE CODE.] Unless specifically 

21 defined otherwise, "Internal Revenue Code" means the Internal 

22 Revenue Code of 1986, as amended through June 15, 2003, and as 

23 further amended by the American Jobs Creation Act of 2004, 

24 Public Law 108-435. 

25 [EFFECTIVE DATE.] This section is effective the day 

26 following final enactment except the changes incorporated by 

27 federal changes are effective at the same times as the changes 

28 were effective for federal purpo~es. 

29 Sec. 7. Minnesota Statutes 2004, section 290.06, 

30 subdivision 2c, is amended to read: 

31 Subd. 2c. [SCHEDULES OF RATES FOR-INDIVIDUALS, ESTATES, 

32 AND TRUSTS.] (a) The income taxes imposed by this chapter upon 

33 married individuals filing joint returns and surviving spouses 

34 as defined in section 2(a) of the Internal Revenue Code must be 

35 computed by applying to their taxable net income the following 

36 schedule of rates: 
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1 (1) On the first $25,680, 5.35 percent; 

2 (2) On all over $25,680, but not over $102,030, 7.05 

3 percent; 

4 (3) On all over $102,030, 7.85 percent. 

5 Married individuals filing separate returns, estates, and 

6 trusts must compute their income tax by applying the above rates 

7 to their taxable income, except that the income brackets will be 

8 one-half of the above amounts. 

9 (b) The income taxes imposed by this chapter upon unmarried 

10 individuals must be computed by applying to taxable net income 

11 the following schedule of rates: 

12 (1) On the first $17,570, 5.35 percent; 

13 (2) On all over $17,570, but not over $57,710, 7.05 

14 percent; 

15 (3) On all over $57,710, 7.85 percent. 

16 (c) The income taxes imposed by this chapter upon unmarried 

17 individuals qualifying as a head of household as defined in 

18 section 2(b) of the Internal Revenue Code must be computed by 

19 applying to taxable net income the following schedul~ of rates: 

20 (1) On the first $21,630, 5.35 percent; 

21 (2) On all over $21,630, but not over $86,910, 7.05 

22 percent; 

23 (3) On all over $86,910, 7.85 percent. 

24 (d) In lieu of a tax computed according to the rates set 

25 forth in this subdivision, the tax of· any individual taxpayer 

26 whose taxable net income for the taxable year is less than an 

27 amount determined by the commissioner must be computed in 

28 accordance with tables prepared and issued by the commissioner 

29 of revenue based on income brackets of not more than $100. The 

30 amount of tax for each bracket shall be computed at the rates 

31 set forth in this subdivision, ·provided that the commissioner 

32 may disregard a fractional part of a dollar unless it amounts to 

33 50 cents or more, in which case it may be increased to $1. 

34 (e) An individual who is not a Minnesota resident for the 

35 entire year must compute the individual's Minnesota income tax 

36 as provided in this subdivision. After the application of the 
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1 nonrefundable tredits provided in this chapter, the tax 

2 liability must then be multiplied by a fraction in which: 

3 (1) the numerator is the individual's Minnesota source 

4 federal adjusted gross income as defined in section 62 of the 

5 Internal Revenue Code and increased by the additions required 

6 under section 290.01, subdivision 19a, clauses (1), (5), and 

7 (6), (7), (8), and (9), and reduced by the subtraction under 

8 section 290.01, subdivision 19b, clause (11), and the Minnesota 

9 assignable portion of the subtraction for United States 

10 gove~nment interest under section 290.01, subdivision 19b, 

11 clause (1), and the subtractions under clauses (10), {11), and 

12 (12), after applying the allocation and assignability provisions 

13 of section 290.081, clause {a), or 290.17; and 

14 (2) the denominator is the individual's federal adjusted 

15 gross income as defined in section 62 of the Internal Revenue 

16 Code of 1986, increased by the amounts specified in section 

17 290.01, subdivision 19a, clauses (1), (5), and (6), (7), (8), 

18 and (9), and reduced by the amounts specified in section 290.01, 

19 subdivision 19b, clauses (1) and, (10), (11), and (12). 

20 [EFFECTIVE DATE.] This section is effective for tax years 

21 beginning after December 31, 2004. 

22 Sec. 8. Minnesota Statutes 2004, section 290.067, 

23 subdivision 2a, is amended to read: 

24 Subd. 2a. [INCOME.] (a) For purposes of this section, 

25 11 income 11 means the sum of the following: 

26 (1) federal adjusted gross income as defined in section 62 

27 of the Internal Revenue Code; and 

28 (2) the sum of the following amounts to the extent not 

29 included in clause (1): 

30 (i) all nontaxable income; 

31 (ii) the amount of a passive activity loss that is not 

32 disallowed as a result of section 469, paragraph (i) or (m) of 

33 the Internal Revenue Code and the amount of passive.activity 

34 loss carryover allowed under section 469(b) of the Internal 

35 Revenue Code; 

36 (iii) an amount equal to the total of any discharge of 
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1 qualified farm indebtedness of a solvent individual excluded 

2 from gross income under section 108(g) of the Internal Revenue 

3 Code; 

4 (iv) cash public assistance and relief; 

5 (v) any pension or annuity (including railroad retirement 

6 benefits, all payments received under the federal Social 

7 Secu
1
rity Act, supplemental security income, and veterans 

8 benefits), which was not exclusively funded by the claimant or 

9 spouse, or which was funded exclusively by the claimant or 

10 spouse and which funding payments were ·excluded from federal 

11 adjusted gross income in the years when the pa~ents were made; 

12 (vi) interest received from the federal or a state 

13 government or any instrumentality or political subdivision 

14 thereof; 

15 (vii) workers• compensation; 

16 (viii) nontaxable strike benefits; 

17 (ix) the gross amounts of payments received in the nature 

18 of disability income or sick pay as a result of accident, 

19 sickness, or other disability, whether funded through insurance 

20 or otherwise; 

21 (x) a lump sum distribution under section 402(e)(3) of the 

22 Internal Revenue Code of 1986, as amended through December 31, 

23 ·1995; 

24 (xi) contributions made by the claimant to an individual 

25 retirement account, including a qualified voluntary employee 

26 contribution; simplified employee pension plan; self-employed 

27 retirement plan; cash or deferred arrangement plan under section 

28 40l(k) of the Internal Revenue Code; or deferred compensation 

29· plan under section 457 of the Internal Revenue Code; and 

30 (xii) nontaxable scholarship or fellowship grants; and 

31 (xiii) the amount of deduction allowed under section 199 of 

32 the Internal Revenue Code. 

33 In the case of an individual who files an income tax return 

34 on a fiscal year basis, the term "federal adjusted gross income" 

35 means federal adj~sted gross income reflected in the fiscal year 

36 ending in the next calendar year. ·Federal adjusted gross income 
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1 may not be reduced by the amount of a net operating loss 

2 carryback or carryforwa~9 or a capital .loss carryback or 

3 carryforward allowed for the year. 

4 (b) "Income" does not include: 

5 (1) amounts excluded pursuant to the Internal Revenue Code, 

6 sections lOl(a) and 102; 

7 (2) amounts of any pension or annuity that were exclusively 

8 funded by the claimant or spouse if the funding payments were 

9 not excluded from federal adjusted gross income in the years 

10 when the payments were made; 

11 (3) surplus food or other relief in kind supplied by a 

12 governmental agency; 

13 (4) relief granted·under chapter 290A; 

14 (5) child support payments received under a temporary or 

15 final decree of dissolution or legal separation; and 

16 (6) rest~tution payments received by eligible individuals 

17 and excludable interest as defined in section 803 of the 

18 Economic Growth and Tax Relief Reconciliation Act of 2001, 

19 Public Law 107-16. 

20 [EFFECTIVE DATE~] This section is effective for tax years 

21 beginning after December 31, 2003. 

22 Sec. 9. Minnesota Statutes 2004, section 290.091, 

23 subdivision 2, is amended to read: 

24 Subd. 2. [DEFINITIONS.] For purposes of the tax imposed by 

25 this section, the following terms have the meanings given: 

26 (a) "Alternative minimum taxable income" means the sum of 

27 the following for the taxable year: 

28 {l) the taxpayer's federal alternative minimum taxable 

29 income as defined in section 55(b)(2) of the Internal Revenue 

30 Code; 

31 (2) the taxpayer's itemized deductions allowed in computing 

32 federal alternative minimum taxable income, but excluding: 

33 (i) the charitable contribution deduction under section 170 

34 of the Internal Revenue Code to the extent that the deduction 

35 exceeds 1.0 percent of adjusted gross income, as defined in 

36 section 62 of the Internal Revenue Code; 
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1 (ii) the. medical expense deduction; 

2 (iii) the casualty, theft, and disaster loss deduction; and 

3 (iv) the impairment-related work expenses of a disabled 

4 person; 

5 (3) for depletion allowances computed under section 613A(c) 

6 of the Internal Revenue Code, with respect to each property (as 

7 defined in section 614 of the Internal Revenue Code), to the 

8 extent not included in federal alternative minimum taxable 

9 income, the excess of the deduction for depletion allowable 

10 under section 611 of the Internal Revenue Code for the taxable 

11 year over the adjusted basis of the property at the end of the 

12 taxable year (determined without regard to the depletion 

13 deduction for the taxable year); 

14 (4) to the extent not included in federal alternative 

15 minimum taxable income, the amount of the tax preference for 

16 intangible drilling cost under section 57(a)(2) of the Internal 

17 Revenue Code determined without regard to subparagraph (E); 

18 (5) to the extent not included in federal alternative 

19 minimum taxable income, the amount of interest income as 

20 provided by section 290.01, subdivision 19a, clause (l); and 

21 (6) the amount of addition required by section 290.01, 

22 subdivision 19a, e~attse clauses (7), (8), and (9); 

23 less the sum of the amounts determined under the following: 

24 (1) interest income as defined in section 290.01, 

25 subdivision 19b, clause (l); 

26 (2) an overpayment of state income tax as provided by 

27 section 290.01, subdivision 19b, clause (2), to the extent 

28 included in federal alternative minimum taxable income; 

29 (3) the amount of investm~nt interest paid or accrued 

30 within the taxable year on indebtedness to the extent that the 

31 amount does not exceed net investment income, as defined in 

32 section 163(d)(4) of the Internal Revenue Code. Interest does 

33 not include amounts deducted in computing federal adjusted gross 

34 income; and 

35 (4) amounts subtracted from federal taxable income as 

36 provided by section 290.01, subdivision 19b, clauses (10) andL 
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1 (11), and (12). 

2 In the case of an estate or trust, alternative minimum 

3 taxable income must be computed as provided in section 59(c) of 

4 the Internal Revenue Code. 

5 (b) "Investment interest" means investment interest as 

6 defined in section 163 ( d) ( 3) of the Internal Rev.enue Code. 

7 (c) "Tentative minimum tax" equals 6.4 percent of 

8 alternative minimum taxable income after subtracting the 

9 exemption amount determined under subdivision 3. 

10 (d) "Regular tax" means the tax that would be imposed under 

11 this chapter (without regard to this section and section 

12 290.032), reduced by the sum of the nonrefundable credits 

13 allowed under this chapter. 

14 {e) "Net minimum tax" means the minimum tax imposed by this 

15 section. 

16 [EFFECTIVE DATE.] This section is effective for tax years 

17 beg.inning after December 31, 2004. 

18 Sec. 10. Minnesota Statutes 2004, section 290A.03, 

19 subdivision 3, is amended to read: 

20 Subd. 3. [INCOME.] (1) "Income" means the sum of the 

21 following: 

22 (a) federal adjusted gross income as defined in the 

23 Internal Revenue Code; and 

24 (b) the sum of the following amounts to the extent not 

25 included in clause {a): 

26 {i) all nontaxable income; 

27 (ii) the amount of a passive activity loss that is not 

28 disallowed as a result of section 469, paragraph {i) or {m) of 

29 the Internal Revenue Code and the amount of passive activity 

30 loss carryover allowed under section 469{b) of the Internal 

31 Revenue Code; 

32 {iii) an amount equal to the total of any discharge of 

33 qualified farm indebtedness of a solvent individual excluded 

34 from gross income under section 108(g) of the Internal Revenue 

35 Code; 

36 (iv) cash public assistance and relief; 
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1 (v) any pension or annuity (including railroad retirement 

2 benefits, all payments ~~ceived under the federal Social 

3 Security Act, supplemental security income, and veterans 

4 benefits), which was not exclusively funded by the claimant or 

5 · spouse, or which was funded exclusively by the claimant or 

6 spouse and which funding payments were excluded from federal 

7 adjusted gross income in the years when the payments were made; 

8 (vi) interest received from the federal or a state 

9 government or any instrumentality or political subdivision 

10 thereof; 

11 (vii) workers' compensation; 

12 (viii) nontaxable strike benefits; 

13 (ix) the gross amounts of payments received in the nature 

14 of disability income or sick pay as a result of accident, 

15 sickness, or other disability, whether funded through insurance 

16 or otherwise; 

17 (x) a lump sum distribution under section 402(e)(3) of the 

18 Internal Revenue Code of 1986, as amended through December 31, 

19 1995; 

20 (xi) contributions made by the claimant to an individual 

21 retirement account, including a qualified voluntary employee 

22 contribution; simplified employee pension plan; self-employed 

23 retirement plan; cash or deferred arrangement plan under section 

24 40l(k) of the Internal Revenue Code; or deferred compensation 

25 plan under section 457 of the Internal Revenue Code; and 

26 (xii) nontaxable scholarship or fellowship grants; and 

27 (xiii) the amount of deduction allowed under section 199 of 

28 the Internal Revenue Code. 

29 In the case of an individual who files an income tax return 

30 on a fiscal year basis, the term "federal adjusted gross income" 
. ' 

31 shall mean federal adjusted gross income reflected in the fiscal 

32 year ending in the calendar year. Federal adjusted gross income 

33 shall not be reduced by the amount of a net operating loss 

34 carryback or carryforward or a capital loss carryback or 

35 carryforward allowed for the year. 

36 (2) "Income" does not include: 
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1 {a) amounts excluded pursuant to the Internal Revenue Code, 

2 sections lOl(a) and 102; 

3 (b) amounts of any pension or annuity which was exclusively 

4 funded by the claimant or spouse and which funding payments were 

5 not excluded from federal adjusted gross income. in t~e years 

6 when the payments were made; 

7 (c) surplus food or other relief in kind supplied by a 

8 governmental agency; 

9 {d) relief granted under this chapter; 

10 (e) child support payments received under a temporary or 

11 final decree of dissolution or legal separation; or 

12 (f) restitution payments received by eligible individuals 

13 and excludable interest as defined in section 803 of the 

14 Economic Growth and Tax Relief Reconciliation Act of 2001, 

15 Public Law 107-16. 

16 (3) The sum of the following amounts may be subtracted from 

17 income: 

18 (a) for the claimant's first dependent, the exemption 

19 amount multiplied by 1.4; 

20 (b) for the claimant's second dependent, the exemption 

21 amount multiplied by 1.3; 

22 (c) for the claimant's third dependent, the exemption 

23 amount multiplied by 1.2; 

24 (d) for the claimant's fourth dependent,. the exemption 

25 amount multiplied by 1.1; 

26 (e) for the claimant's fifth dependent, the exemption 

27 amount; and 

28 (f) if the claimant or claimant's spouse was disabled or 

29 attained the age of 65 on or before December 31 of the year for 

30 which the taxes were levied or rent paid, the exemption amount. 

31 For purposes of this subdivision, the "exemption amount" 

32 means the exemption amount under section 15l{d) of the Internal 

33 Revenue Code for the taxable year for which the income is 

34 reported. 

35 [EFFECTIVE DATE.] This section is effective for property 

36 tax refunds based on household income for 2004 and thereafter. 
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1 Sec. 11. Minnesota Statutes 2004, section 290A.03, 

2 subdivision 15, is amended to read: 

3 Subd. 15. [INTERNAL REVENUE CODE.] "Internal Revenue Code" 

4 means the Internal Revenue Code of 1986, as amended through June 

5 15, 2003, and as further amended by the American Jobs Creation 

6 Act of 2004, Public Law 108-435. 

7 [EFFECTIVE DATE.] This section is effective for property 

8 tax refunds based on property taxes payable on or after December 

9 31, 2004, and rent paid on or after December 31, 2003. 

10 ARTICLE 3 

11 SALES, USE, AND SPECIAL TAXES - SF1209 

12 Section 1. Minnesota Statutes 2004, section 16C.03, is 

13 amended by adding a subdivision to read: 

14 Subd. 18. [CONTRACTS WITH FOREIGN VENDORS.] (a) The 

15 commissioner and other agencies to which this section applies 

16 and the legislative branch of government shall, subject to 

17 paragraph (d), cancel a contract for goods or services from a 

18 vendor or an affiliate of a vendor or suspend or debar a vendor 

1-9 or an affiliate of a vendor from future contracts upon 

20 notification from the commissioner of revenue that the vendor or 

21 an affiliate of the vendor has not registered to collect the 

22 sales and use tax imposed under chapter 297A on its sales in 

23 Minnesota or to a destination in Minnesota. This subdivision 

24 shall not apply to state colleges and universities, the courts, 

25 and any agency in the judicial branch of government. For 

26 purposes of this subdivision, the term "affiliate" means any 

27 person or entity that is controlled by, or is under common 

28 control of, a vendor through stock ownership or other 

29 affiliation. 

30 (b) Beginning January 1, 2006, each vendor or affiliate of 

31 a vendor selling goods or services, subject to tax under chapter 

32 297A, to a1. agency or the legislature must provide its Minnesota 

33 sales and use tax business identification number, upon request, 

34 to show that the vendor is registered to collect Minnesota sales 

35 or use tax. 

36 (c) The commissioner of revenue shall periodically provide 
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1 to the commissioner and the legislative branch a list of vendors 

2 who have not registered to collect Minnesota sales and use tax 

3 and who are subject to being suspended or debarred as vendors or 

4 having their contracts canceled. 

5 (d) The provisions of this subdivision may be waived by the 

6 commissioner or the legislative branch when the vendor is the 

7 single source of such goods or services, in the event of an 

8 emergency, or when it is in the best interests of the state as 

9 determined by the commissioner in consultation with the 

10 commissioner of revenue. Such consultation is not a disclosure 

11 violation under chapter 270B. 

12 [EFFECTIVE DATE.] This section is effective for all 

13 contracts entered into after December 31, 2005. 

14 Sec. 2. [295.75] [LIQUOR GROSS RECEIPTS TAX.] 

15 Subdivision 1. [DEFINITIONS.] (a) For purposes of this 

16 section, the following terms have the·meanings given. 

17 (b) "Commissioner" means the commissioner of revenue. 

18 {c) "Gross receipts" means the total amount received, in 

19· money or by barter or exchange, for all liquor sales at retail 

20 as measured by the sales price, but does not include any taxes 

21 imposed directly on the consumer that are separately stated on 

22 the invoice, bill of sale, or similar document given to the 

23 purchaser. 

24 (d) "Liquor" means: 

25 (1) intoxicating liquor, as defined in section 340A.101, 

26 subdivision 14; 

27 {2) beverage containing intoxicating liquor; and 

28 (3) 3.2 percent malt liquor, as defined in section 

29 340A.101, subdivision 19, when sold at an on-sale or off-sale 

30 municipal liquor store or other establishment licensed to sell 

31 any type of intoxicating liquor~.· 

32 (e) "Liquor retailer" means a retailer that sells liquor. 

33 (f) "Retail sale" has the meaning given in section 297A.61, 

34 subdivision 4. 

35 Subd. 2. [GROSS RECEIPTS TAX IMPOSED.] A tax is imposed on 

36 each liquor retailer egual to 2.5 percent of gross receipts from 

Article 3 Section 2 31 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

l retail sales in Minnesota of liquor. 

2 Subd. 3. [USE TAX IMPOSED; CREDIT FOR TAXES PAID.] (a) A 

3 person that receives liquor for use or storage in Minnesota, 

4 other than from a liquor retailer that paid the tax under 

5 subdivision 2, is subject to tax at the rate imposed under 

6 subdivision 2. Liability for the tax is incurred when the 

7 person has possession of the liquor in Minnesota. The tax must 

8 be remitted to the commissioner in the same manner prescribed 

9 for the taxes imposed under chapter 297A. 

10 (b) A person that has paid taxes to another jurisdiction on 

11 the same transaction and is subject to tax under this section is 

12 entitled to a credit for the tax legally due and paid to another 

13 · jurisdiction to the extent of the lesser of (1) the tax actually 

14 paid to the other jurisdiction, or (2) the amount of tax imposed 

15 by Minnesota on the transaction subject to tax in the other 

16 jurisdiction. 

17 Subd. 4. [TAX COLLECTION REQUIRED.] A liquor retailer with 

18 nexus in Minnesota, who is not subject to tax under subdivision 

19 2, is required to collect the tax imposed under subdivision 3 

20 from the purchaser of the liquor and give the purchaser a 

21 receipt for the tax paid. The tax collected must be remitted to 

22 the commissioner in the same manner prescribed for the taxes 

23 imposed under chapter 297A. 

24 Subd. 5. [TAXES PAID TO ANOTHER JURISDICTION; CREDIT.] A 

25 liquor retailer that has paid taxes to another jurisdiction 

26 measured by gross receipts anQ is subject to tax under this 

27 section on the same gross receipts is entitled to a credit for 

28 the tax legally due and paid to another jurisdiction to the 

29 extent of the lesser of (1) the tax actually paid to the other 

30 jurisdiction, or (2) the amount of tax imposed by Minnesota on 

31 the gross receipts subject to tax in the other taxing 

32 jurisdictions. 

33 Subd. 6. [EXEMPTIONS.] All of the exemptions applicable to 

34 the taxes imposed under chapter 297A are applicable to the taxes 

35 imposed under this section. 

36 Subd. 7. [SOURCING OF SALES.] All of the provisions of 
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1 section 297A.668 apply to the taxes imposed by this section. 

2 Subd. 8. [PAYMENT; REPORTING.] A liquor retailer shall 

3 report the tax on a return prescribed by the· commissioner of 

4 revenue, and shall remit the tax with the return. The return 

5 and the tax must be filed and paid using the filing cycle and 

6 due dates provided for taxes imposed under chapter 297A. · 

7 Subd. 9. [ADMINISTRATION.] Unless specifically provided 

8 otherwise by this section, the audit, assessment, refund, 

9 penalty, interest, enforcement, .. collection remedies, appeal, and 

10 administrative provisions of chapters 270 and 289A that are 

11 applicable to taxes imposed under chapter 297A apply to taxes 

12 imposed under this section. 

13 Subd. 10.· [INTEREST ON OVERPAYMENTS.] Interest must be 

14 paid on an overpayment refunded or credited to the taxpayer from 

15 the date of payment of the tax until the date the refund is paid 

16 or credited. For purposes of this subdivision, the date of 

17 payment is the due date of the return or the date of actual 

18 payment of the tax, whichever is later. 

19 Subd. 11. [DEPOSIT OF REVENUES.] The commissioner shall 

20 deposit all revenues, including penalties and interest, derived 

21 from the tax imposed by this section in the general fund. 

22 [EFFECTIVE DATE.] This section is effective for sales and 

23 purchases occurring on or after January 1, 2006. 

24 Sec. 3. Minnesota Statutes ~004, section 297A.68, 

25 subdivision 2, is amended to read: 

26 Subd. 2. [MATERIALS CONSUMED IN INDUSTRIAL PRODUCTION.] 

27 (~) Materials stored, used, or consumed in industrial production 

28 of personal property intended to be sold ultimately at retail 

29 are exempt, whether or not the item so used becomes an 

30 ~ngredient or constituent part of the property produced. 

31 Materials that qualify for this exemption include, but are not 

32 limited to, the following: 

33 (1) chemicals, including chemicals used for cleaning food 

34 processing machinery and equipment; 

35 (2) materials, including chemicals, fuels, and electricity 

36 purchased by persons engaged in industrial production to treat 
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1 waste generated as a result of the production process; 

2 (3) fuels, electricity, gas, and steam used or consumed in 

3 the production process, except that electricity, gas, or steam 

4 used for space heating, cooling, or lighting is exempt if (i) it 

5 is in excess of the average climate control or lighting for the 

6 production area, and (ii) it is necessary to produce that 

7 particular product; 

8 (4) petroleum products and lubricants; 

9 (5) packaging materials, including returnable containers 

10 used in packaging food and beverage products; 

11 (6) accessory tools, equipment, and other items that are 

12 separate detachable units with an ordinary useful life of less 

13 than 12 months used in producing a direct effect upon the 

14 product; and 

15· (7) the following materials, tools, and equipment used in 

16 metalcasting: crucibles, thermocouple protection sheaths and 

17 tubes, stalk tubes, refractory materials, molten metal filters 

18 and filter boxes, degassing lances, and base blocks. 

19 (b) This exemption does not include: 

20 (1) machinery, equipment, implements, tools, accessories, 

21 appliances, contrivances and furniture and fixtures, except 

22 those listed in paragraph (a), clause (6); and 

23 (2) petroleum and special fuels used in producing or 

24 generating power for propelling ready-mixed concrete trucks on 

25 the public highways of this state. 

26 (c) Industrial production includes, but is not limited to, 

27 research, development, design or production of any tangible 

28 personal property, manufacturing, processing (other than by 

.29 restaurants and consumers) of agricultural products (whether 

30 _vege~able or animal), commercial fishing, refining, smelting, 

31 reducing, brewing, distilling, printing, mining, quarrying, 

32 lumbering, generating electr~city, the production of road 

33 building materials, and the research, development, design, or 

34 production of computer software. Industrial production does not 

35 include painting, cleaning, repairing or similar pre ~ssing of 

36 property except as part of the original manufacturing process. 
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1 Industrial production does not include the transportation, 

2 transmission, or distribution of petroleum, liquefied gas, 

3 natural gas, water, or steam, in, by, or through pipes, lines, 

4 tanks, mains, or other means of transporting those products. 

5 For purposes of this paragraph, "transportation, transmission, 

6 or distribution" does not include blending of petroleum or 

7 biodiesel fuel as defined in section 239.77. 

8 [EFFECTIVE DATE.] This section is effective for sales and 

9 purchases made after June 30, 2005. 

10 Sec. 4. Minnesota Statutes 2004, section 297A.68, 

11 subdivision 5, is amended to read: 

12 Subd. 5. [CAPITAL EQUIPMENT.] (a) Capital equipment is 

13 exempt. The tax must be imposed and collected as if the rate 

14 under section 297A.62, subdivision 1, applied_, and then refunded 

15 in the manner provided in section 297A.75. 

16 "Capital equipment" means machinery and equipment purchased 

17 or leased, and used in this state by the purchaser or lessee 

18 primarily for manufacturing, fabricating, mining, or refining 

·19 tangible personal property to be sold ultimately at retail if 

20 the machinery and equipment are essential to the integrated 

21 production process of manufacturing, fabricating, mining, or 

22 refining. Capital equipment also includes machinery and 

23 equipment used to electronically transmit results retrieved by a 

24 

25 

26 

27 

28 

customer 

(b) 

(1) 

regulate 

(2) 

of an on-line computerized data retrieval system. 

Capital equipment includes, but is not limited to: 

machinery and equipment used to operate, control, or 

the production equipment; 

machinery and equipment used for research and 

29 development, design, quality control, and testing activities; 

30 (3) environmental control devices that are used to maintain 

31 conditions such as temperature,·· ·humidity, light, or air pressure 

32 when those conditions are essential to and are part of the 

33 production process; 

34 (4) materials and supplies used to construct and install 

35 machinery or equipment; 

36 (5) repair and replacement parts, including accessories, 
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1 whether purchased as spare parts, repair parts, or as upgrades 

2 or modifications to machinery or equipment; 

3 (6) materials used for foundations that· support machinery 

4 or equipment; 

s (7) materials used to construct and install special purpose 

6 buildings used in the production process; 

7 (8) ready-mixed concrete equipment in which the ready-mixed 

8 concrete is mixed as part of the delivery process regardless if 

9 mounted on a chassis and leases.of ready-mixed concrete trucks; 

10 and 

11 (9) machinery or equipment used for research, development, 

12 design, or production of computer software. 

13 (c) Capital equipment does· not include the following: 

14 (1) motor vehicles taxed under chapter 297B; 

15 (2) machinery or equipment used to receive or store raw 

16 materials; 

17 (3) building materials, except for materials included in 

18 paragraph {b), clauses (6) and (7); 

19 (4) machinery or equipment used for nonproduction purposes, 

20 including, but not limited to, the following: plant security, 

21 fire prevention, first aid, and hospital stations; support 

22 operations or administration; pollution control; and plant 

23 cleaning, disposal of scrap and waste, plant communications, 

24 space heating, cooling, lighting, or safety; 

25 (5) farm machinery and aqua~ulture production equipment as 

26 defined by section 297A.61, subdivisions 12 and 13; 

27 ('6) machinery or equipment purchased and installed by a 

28 contractor as part of an improvement to real property; er 

29 (7) machinery or eguipment used in the transportation, 

30 transmission, or distribution of petroleum, liquefied gas, 

31 natural gas, water, or steam, in, by, or through pipes, lines, 

32 tanks, mains, or other means of transporting those products.· 

33 This clause does not apply to machinery or eguipment used to 

34 blend petroleum or biodiesel fuel as defined in section 239.77; 

35 or 

36 J!l any qther item that is not essential to the integrated 
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l process of manufacturing, fabricating, mining, or refining. 

2 (d) For purposes of this subdivision: 

3 (1) "Equipment" means independent devices or tools separate 

4 from machinery but essential to an integrated production 

5 process, including computers and computer software, used in 

6 operating, controlling, or regulating machinery and equipment; 

7 and any subunit or assembly comprising a component of any 

8 machinery or accessory or attachment parts of machinery, such as 
I 

9 tools, dies, jigs, patterns, and molds. 

10 (2) "Fabricating" means to make, build, create, produce, or 

11 assemble components or property to work in a new or different 

12 manner. 

13 (3) "Integrated production process .. means a process or 

14 series of operations through which tangible personal property is 

15 manufactured, fabricated, mined, or refined. For purposes of 

16 this clause, (i) manufacturing begins with the removal of raw 

17 materials from inventory and ends when the last process prior to 

18 · loading for shipment has been completed; (ii) fabricating begins 

19 with the removal from .storage or inventory of the property to be 

20 assembled, processed, altered, or modified and ends with the 

21 creation or ·production of the new or changed product; (iii) 

22 mining begins with the removal of overburden from the site of 

23 the ores, minerals, stone, peat deposit, or surface materials 

24 and ends when the last process before stockpiling is completed; 

25 and (iv) refining begins with. the removal from inventory or 

26 storage of a natural resource and ends with the conversion of 

27 the item to its completed form. 

28 (4) "Machinery" means mechanical, electronic, or electrical 

29 devices, including computers and computer software, that are 

30 purchased or constructed to .be used for the activities set forth 

31 in.paragraph (a), beginning with the removal of raw materials 

32 from inventory through completion of the product, including 

33 packaging of the product. 

34 (5) "Machinery and equipment used for pollution control" 

35 means machinery and equipment used solely to eliminate, prevent, 

36 or reduce pollution resulting from an activity described in 
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1 paragraph (a). 

2 (6) "Manufacturing" means an operation or series of 

3 operations where raw materials are changed in form, composition, 

4 or condition by machinery and equipment and which results in the 

5 production of a new article of tangible personal property. For 

6 purposes of this subdivision, "manufacturing" includes the 

7 generation of electricity or steam to be sold at retail. 

8 (7) "Mining" means the extraction of minerals, ores, stone, 

9 or peat. 

10 (8) "On-line data retrieval system" means a system whose 

11 cumulation of information is equally available and accessible to 

12 all its customers. 

13 (9) "Primarily" means machinery and equipment used 50 

14 percent or more of the time in an activity described in 

15 paragraph (a). 

16 (10) "Refining" means the process of converting a natural 

17 resource to an intermediate or finished product, including the 

18 treatment of water to be sold at retail. 

19 [EFFECTIVE DATE.] This section is effective for sales and 

20 purchases made after June 30, 2005. 

21 Sec. 5. Minnesota Statutes 2004, section 297I.Ol, is 

22 amended by adding a subdivision to read: 

23 Subd. 6a. [DIRECT BUSINESS.] (a) "Direct business" means 

24 all insurance provided by an insurance company or its agents, 

25 and specifically includes stop-loss insurance purchased in 

26 connection with, a self-insurance plan for employee health 

27 benefits or for other purposes, but excludes: 

28 (1) reinsurance in which an insurance company assumes the 

29 liability of another insurance company; and 

30 (2) self-insurance. 

31 (b) For purposes of this subdivision, an insurance company 

32 includes a nonprofit health service corporation, health 

33 maintenance organization, and community integrated service 

34 network. 

35 [EFFECTIVE DATE.] This section is effective for insurance 

36 premiums received after December 31, 2005. 
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l Sec. 6. Laws 2001, First Special Session chapter 5, 

2 article 12, section 95, is amended to read: 

3 Sec. 95. [REPEALER.] 

4 (a) Minnesota Statutes 2000, sections 297A.61, subdivision 

5 16; 297A.68, subdivision 21; and 297A.71, subdivisions 2 and 16, 

6 are repealed effective for sales and purchases occurring after 

7 June 30, 2001, except that the repeal of section 297A.61, 

a subdivision 16, paragraph (d), is effective for sales and 

9 purchases occurring after July 31, 2001. 

10 (b) Minnesota Statutes 2000, seeeiens section 297A.62, 

11 subdivision -2, and-%9~A.647-sttedivisien-%1-are is repealed 

12 effective for sales and purchases made after December 31, 2005. 

13 (c) Minnesota Statutes 2000, section 297A.71, subdivision 

14 15, is repealed effective for sales and purchases made after 

15 June 30, 2002. 

16 (d) Minnesota Statutes 2000, section 289A.60, subdivision 

17 15, is repealed effective for liabilities after January 1, 2003. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 ARTICLE 4 

21 MISCELLANEOUS - SF1209 

22 Section 1. Minnesota Statutes 2004, section 273.1384, 

23 subdivision 1, is amended to read: 

24 Subdivision 1. [RESIDENTIAL HOMESTEAD MARKET VALUE 

25 CREDIT.] Each county auditor shall determine a homestead credit 

26 for each class la, lb, le, and 2a homestead property within the 

27 county equal to 0.4 percent of the first $76,000 of market value 

28 of the property.--~he-amettne-er-hemeseead-eredie-£er-a-hemeseead 

29 may-nee-exeeed-$364-and-is-redtteed-ey minus .09 percent of the 

30 market value in excess of $76,000. The credit amount may not be 

31 less than zero. In the case of. an agricultural or resort 

32 homestead, only the market value of the house, garage, and 

33 immediately surrounding one acre of land is eligible in 

34 determining the property's homestead credit. In the case of a 

35 property which is classified as part homestead and part 

36 nonhomestead, .ill the credit shall apply only to the homestead 
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1 portion of the property•, but (ii) if a portion of a property is 

2 classified as nonhomestead solely because not all the owners 

3 occupy the property, or solely because both spouses do not 

4 occupy the property, the credit amount shall be initially 

5 computed as if that nonhomestead portion were also in the 

6 homestead class and then prorated to the owner-occupant's 

7 percentage of ownership or prorated to one-half if both spouses 

8 do not occupy the property. 

9 [EFFECTIVE DATE.] This section is effective for taxes 

10 payable in 2006 and thereafter. 

11 Sec. 2. [CITY AID PAYMENTS.] 

12 In 2005 and 2006, market value credit reimbursements for 

13 each city payable under Minnesota Statutes, section 273.1384, 

14 are reduced by the dollar amount of the 2003 reduction in market 

15 value credit reimbursements for that city due to Laws 2003, 

16 First Special Session chapter 21, article 5, section 12. No 

17 city's market value credit reimbursements are reduced to less 

18 than zero under this section. To the extent sufficient 

19 information is available on each payment date, the commissioner 

20 shall pay the annual 2005 and 2006 market value credit 

21 reimbursement amounts, after reduction under this section, to 

22 cities in equal installments on the dates specified in Minnesota 

23 Statutes, section 273.1384. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 following final enactment. 

26 ARTICLE 5 

27 INCOME TAX - SF1683 

28 Section 1. Minnesota Statutes 2004, section 289A.39, 

29 subdivision 1, is amended to read: 

30 Subdivision 1. [EXTENSIONS FOR SERVICE MEMBERS.] (a) The 

31 limitations of time provided by this chapter, chapter 290 

32 relating to income taxes, chapter 271 relating to the Tax Court 

33 for filing returns, paying taxes, claiming refunds, commencing 

34 action thereon, appealing to the Tax Court from orders relating 

35 to income taxes, and the filing of petitions under chapter 278 

36 that would otherwise be due May-%51-%996 May 1, 2004, and 
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1 appealing to the Supreme Court from decisions of the Tax Court 

2 relating to income taxes are extended, as provided in section 

3 7508 of the Internal Revenue Code. 

4 (b) If a member of the National Guard or reserves is called 

5 to active duty in the armed forces, the limitations of time 

6 provided by this chapter and chapters 290 and 290A relating to 

7 income taxes and claims for property tax refunds are ex·tended by 

8 the following period of time: 

9 (1) in the case of an individual whose active service is in 

10 the United States, six months; or 

11 (2) in the case of an individual whose active service 

12 includes service abroad, the period of initial service plus six 

13 months. 

14 Nothing in this paragraph reduces the time within which an 

15 act is required or permitted under paragraph (a). 

16 (c) If an individual entitled to the benefit of paragraph 

17 (a) files a return during the period disregarded under paragraph 

18 (a), interest must be paid on an overpayment or refundable 

19 credit from the due date of the return, notwithstanding section 

20 289A.56, subdivision 2. 

21 (d) The provisions of this subdivision apply to the spouse 

22 of an individual entitled to the benefits of this subdivision 

23 with respect to a joint return filed by the spouses. 

24 [EFFECTIVE DATE.] This section is effective for taxable 

25 years beginning after December 31, 2002, and for property taxes 

26 payable after 2003. 

27 Sec. 2. Minnesota Statutes 2004, section 290.01, 

28 subdivision 7, is amended to read: 

29 Subd. 7. [RESIDENT.] (a) The term "resident .. means any 

30 individual domiciled in Minnesota, except that an individual is 

31 not a "resident" for the period· of time-that the individual is 

3 2 eH:her-:-

33 t%t-en-aet±•e-dttty-stat±ened-ettts±de-e£-Minneseta-whi%e-in 

34 the-armed-£erees-e£-the-en±ted-States-er-the-Bnited-Natiens~-er 

35 tit a "qualified individual 11 as defined -in section 

36 9ll(d)(l) of the Internal Revenue Code, if the qualified 
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l individual notifies the county within three months of moving out 

2 of the country that homestead status. be revoked for the 

3 Minnesota residence of the qualified individual, and the 

4 property is not classified as a homestead while the individual 

5 remains a qualified individual. 

6 (b) "Resident" also means any individual domiciled outside 

7 the state who maintains a place of abode in the state and spends 

8 in the aggregate more than one-half of the tax year in 

9 Minnesota, unless: 

10 (1) the individual or the spouse of the individual is in 

11 the armed forces of the United States; or 

12 (2) the individual is covered under the reciprocity 

13 provisions in section 290.081. 

14 For purposes of this· subdivision, presence within the state 

15 for any part of a calendar day constitutes a day spent in the 

16 state. Individuals shall keep adequate records to substantiate 

17 the days spent outside the state. 

18 The term "abode" means a dwelling maintained by an 

19 individual, whether or not owned by the individual and whether 

20 or not occupied by the individual, and includes a dwelling place 

21 owned or leased by the individual's spouse. 

22 (c) Neither the commissioner nor any court shall consider 

23 charitable contributions made by an individual within or without 

24 the state in determining if the individual is domiciled in 

25 Minnesota. 

26 [EFFECTIVE DATE.] This section is effective for taxable 

27 years beginning after December 31, 2004. 

28 Sec. 3. Minnesota Statutes 2004, section 290.01, 

29 subdivision 19a, is amended to read: 

30 Subd. 19a. [ADDITION$ TO FEDERAL TAXABLE INCOME.] For 

31 individuals, estates, and trusts, thera shall be added·to 

32 federal taxable income: 

33 (l)(i) interest income on obligations of any state other 

34 than Minnesota or a political or governmental subdivision, 

35 municipality, or governmental agency or instrumentality of any 

36 state other than Minnesota exempt from federal income taxes 
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1 under the Internal Revenue Code or any other federal statute; 

2 and 

3 (ii) exempt-interest dividends as defined in section 

4 852(b)(5) of the Internal Revenue Code, except the portion of 

5 the exempt-interest dividends derived from interest income on 

6 obligations of the state of Minnesota or its political or 

7 governmental subdivisions, municipalities, governmental agencies 

8 or instrumentalities, but only if the portion of the 

9 exempt-interest dividends from .such Minnesota sources paid to 

10 all shareholders represents 95 percent or more of the 

11 exempt-interest dividends that are paid by the regulated 

12 investment company as defined in section 85l(a) of the Internal 

13 Revenue Code, or the fund of the regulated investment company as 

14 defined in section 85l(g) of the Internal Revenue Code, making 

15 the payment; and 

16 (iii) for the purposes of items (i) and (ii), interest on 

17 obligations of an Indian tribal government described in section 

18 787l(c) of the Internal Revenue Code shall° be treated as 

19 interest income on obligations of the state in which the tribe 

20 is located; 

21 (2) the amount of income taxes paid or accrued within the 

22 taxable year under this chapter and income taxes paid to any 

23 other state or to any province or territory of Canada, to the 

24 extent allowed as a deduction under section 63(d) of the 

25 Internal Revenue Code, but the addition may not be more than the 

26 amount by which the itemized deductions as allowed under section 

27 63(d) of the Internal Revenue Code exceeds the amount of the 

28 standard deduction as defined in section 63{c) of the Internal 

29 Revenue Code. For the purpose of this paragraph, the 

30 disallowance of itemized deductions under section 68 of the 

31 Internal Revenue Code of 1986, ~income tax is the last itemized 

32 deduction disallowed; 

33 (3) the capital gain amount of a lump sum distribution to 

34 which the special tax under section 1122{h){3)(B)(ii) of the Tax 

35 Reform Act of 1986, Public Law 99-514, applies; 

36 (4) the amount of income taxes paid or accrued within the 
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l taxable year under this chapter and income taxes paid to any 

2 other state or any province or territory of Canada, to the 

3 extent allowed as a deduction in determining federal adjusted 

4 gross income. For the purpose of this paragraph, income taxes 

5 do not include the taxes imposed by sections 290.0922, 

6 subdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729; 

·7 (5) the amount of expense, interest, or taxes disallowed 

·a pursuant to section 290.10; 

9 (6) the amount of a partner's pro rata share of net income 

10 which does not flow through to the partner because the 

11 partnership elected to pay the tax on the income under section 

12 6242(a)(2) of the Internal Revenue Code; and 

13 (7) 80 percent of the depreciation deduction allowed under 

14 section 168(k) of the Internal Revenue Code. For purposes of 

15 this clause, if the taxpayer has an activity that in the taxable 

16 year generates a deduction for depreciation under section 168(k) 

17 and the activity generates a loss for the taxable year that the 

18 taxpayer is not allowed to claim for the taxable year, "the 

19 depreciation allowed under section 168(k)" for the taxable year 

20 is limited to excess of the depreciation claimed by the activity 

21 under section 168(k) over the amount of the loss from the 

22 activity that is not allowed in the taxable year. In succeeding 

23 taxable years when the losses not allowed in the taxable year 

24 are allowed, the depreciation under section 168(k) is allowed; 

25 and 

26 (8) the amount of expenses disallowed under section 290.10, 

27 subdivision 2. 

28 [EFFECTIVE DATE.] This section is effective for taxable 

29 years beginning after·December 31, 2004. 

30 Sec. 4. Minnesota Statutes 2004, section 290.01, 

31 subdivision 19b, is amended to :read: 

32 Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.] For 

33 individuals, estates,,and trusts, there shall be subtracted from 

34 federal taxable income: 

35 (1) interest income on obligations of any authority, 

36 commission, or instrumentality of the United States to the 
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l extent includable in taxable income for federal income tax 

2 purposes but exempt from state income tax under the laws of the 

3 United States; 

4 (2) if included in federal taxable income, the amount of 

5 any overpayment of income tax to Minnesota or to any other 

6 state, for any previous taxable year, whether the amount is 

7 received as a refund or as a credit to another taxable year's 

8 income tax liability; 

9 (3) the amount paid to others, less the amount used to 

10 claim the credit allowed under section 290.0674, not to exceed 

11 $1,625 for each qualifying child in grades kindergarten to 6 and 

12 $2,500 for each qualifying child in grades 7 to 12, for tuition, 

13 textbooks, and tr~nsportation of each qualifying child in 

14 attending an elementary or secondary school situated in 

15 Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, 

16 wherein a resident of this state may legally fulfill the state's 

17 compulsory attendance laws, which is not operated for profit, 

18 and which adheres to the provisions of the Civil Rights Act of 

19 1964 and chapter 363A. For the purposes of this clause, 

20 "tuition" includes fees or tuition as defined in section 

21 290.0674, subdivision l, clause (1). As used in this clause, 

22 "textbooks" includes books and other instructional materials and 

23 equipment purchased or leased for use in elementary and 

24 secondary schools in teaching only those subjects legally and · 

25 commonly taught in public elementary and secondary schools in 

26 this state. Equipment expenses qualifying for deduction 

27 includes expenses as ·defined and limited in section 290.0674, 

28 subdivision 1, clause (3). "Textbooks" does not include 

29 instructional books and materials used in the teaching of 

30 religious tenets, doctrines, or worship, the purp~se of which is 

31 to instill such tenets, doctrines, or worship, nor does it 

32 include books or materials for, or transportation to, 

33 extracurricular activities including sporting events, musical or 

34 dramatic events, speech activities, driver's education, or 

35 similar programs. For purposes of the subtraction provided by 

36 this clause, "qualifying child" has the meaning given in section 
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1 32(c)(3) of the Internal Revenue Code; 

2 (4) income as provided under section 290.0802; 

3 (5) to the extent included in federal adjusted gross 

4 income, income realized on disposition of property exempt from 

5 tax under section 290.491; 

6 (6) to the extent included in federal taxable income, . 

7 postservice benefits for youth community service under section 

8 1240.42 for volunteer service under United States Code, title 

9 42, sections 12601 to 12604; 

10 (7) to the extent not deducted in determining federal 

11 taxable income by an individual who does not itemize deductions 

12 .for federal income tax purposes for the taxable year, an amount 

13 equal to 50 percent of the excess of charitable contributions 

14 allowable as a deduction for the taxable year under section 

15 170(a) of the Internal Revenue Code over $500; 

16 (8) for taxable years beginning before January 1, 2008, the 

17 amount of the federal small ethanol producer credit allowed 

18 under section 40(a)(3) of the Internal Revenue Code which is 

19 included in gross income under section 87 of the Internal 

20 Revenue Code; 

21 (9) for individuals who are allowed a federal foreign tax 

22 credit ,for taxes that do not qualify for a credit under section 

23 290.06, subdivision 22, an amount equal to the carryover of 

24 subnational foreign taxes for the taxable year, but not to 

25 exceed the total subnational foreign taxes reported in claiming 

26 the foreign tax credit. For purposes of this clause, "federal 

27 foreign tax credit" means the credit allowed under section 27 of 

28 the Internal Revenue Code, and "carryover of subnational foreign 

29 taxes" equals the· carryover allowed under section 904(c) of the 

30 Internal Revenue Code minus national level foreign taxes to the 

31 extent they exceed the federal ~foreign tax credit; 

32 (10)· in each of the five tax years immediately following 

33 the tax year in which an addition is required under subdivision 

34 19a, clause (7), an amount equal to one-fifth of .the delayed 

35 depreciation. For purposes of this clause, "delayed 

36 depreciation" means the amount of the addition made by the 
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1 taxpayer under subdivision 19a, clause (7), minus the positive 

2 value of any net operating loss under section 172 of the 

3 Internal Revenue Code generated for the tax year of the 

4 addition. The resulting delayed depreciation cannot be less 

s than zero; ane 

6 (11) job opportunity building zone income as provided under 

7 section 469.316L 

8 {12) to the extent included in federal taxable income, an 

9 amount, not to exceed $10,000, equal to an individual's 

10 unreimbursed expenses for travel, lodging, and lost wages net of 

11 sick pay related to the individual's donation of one or more of 

12 the individual's organs to another person for human organ 

13 transplantation. For purposes of determining the extent to 

14 which expenses are included in federal taxable income, expenses 

lS qualifying under this paragraph are the first expenses 

16 considered in determining the medical expense deduction allowed 

17 under section 213 of the Internal Revenue Code. For purposes of 

18 this clause, "organ" means all or part of an individual's liver, 

19 pancreas, kidney, intestine, lung, or bone marrow, and "human 

20 organ transplantation" means the medical procedure by which 

21 transfer of a human organ is made from the body of one person to 

22 the body of another person. An individual may claim the 

23 subtraction in this clause for each instance of organ donation 

24 for transplantation, during the taxable year in which the 

25 expenses or lost wages occur; 

26 (13) the amount of compensation paid to members of the 

27 Minnesota National Guard or other reserve components of the 

28 United States military for active service performed in 

29 Minnesota, excluding compensation for services performed under 

30 the Active Guard Reserve (AGR) program. For purposes of this 

31 clause, "active service" means~~i) state active service as 

32 defined in section 190.0S, subdivision Sa, clause (l); (ii) 

33 federally funded state active service as defined in section 

34 190.0S, subdivision Sb; or (iii) federal active service as 

35 defined in section 190.0S, subdivision Sc, but "active service" 

36 excludes services performed exclusively for purposes of basic 
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1 combat training, advanced individual. training, annual training, 

2 and periodic inactive duty training; special training 

3 periodically made available to reserve members; and service 

4 performed in accordance with section 190.08, subdivision 3; and 

5 (14) the amount of compensation paid to members of the 

6 armed forces of the United States or United Nations for active 

7 duty performed outside Minnesota. 

8 [EFFECTIVE DATE.] This section is effective for taxable 

9 years beginning after December 31, 2004. 

10 Sec. 5. Minnesota Statutes 2004, section 290.01, 

11 subdivision 19c, is amended to read: 

12 Subd. 19c. [CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE 

13 INCOME.] For corporations, there shall be added to federal 

14 taxable income: 

15 (1) the amount of any deduction taken for federal income 

16 tax purposes for income, excise, or franchise taxes based on net 

17 income o~ related minimum taxes, including but not limited to 

18 the tax imposed under section 290.0922, paid by the corporation 

19 to Minnesota, another state, a politiqal subdivision of another 

20 state, the District of Columbia, or any foreign country or 

21 possession of the United States; 

22 (2) interest not subject to federal tax upon obligations 

23 of: the United States, its possessions, its agencies, or its 

24 instrumentalities; the state of Minnesota or any other state, 

25 any of its political or governmental subdivisions, any of its 

26 municipalities, or any of its governmental agencies or 

27 instrumentalities; the District of Columbia; or Indian tribal 

28 governments; 

29 (3) exempt-interest dividends received as defined in 

30 section 852{b)(5) of the Internal Revenue Code; 

31 (4) the amount of any net ·operating loss deduction taken 

32 for federal income tax purposes under section 172 or 832(c)(l0) 

33 of the Internal Revenue Code or operations loss deduction under 

34 section 810 of the Internal Revenue Code; 

35 (5) the amount of any special deductions taken for federal 

36 income tax purposes under sections 241 to 247 of the Internal 
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1 Revenue Code; 

2 (6) losses from the business of mining, as defined in 

3 section 290.05, subdivision 1, clause (a), that are not subject 

4 to Minnesota income tax; 

5 (7) the amount of any capital losses deducted for federal 

6 income tax purposes under sections 1211 and 1212 of the Internal 

7 Revenue Code; 

8 (8) the exempt foreign trade income of a foreign sales 

9 corporation under sections 92l(a) and 291 of the Internal 

10 Revenue Code; 

11 (9) the amount of percentage depletion deducted under 

12 sections 611 through 614 and 291 of the Internal Revenue· Code; 

13 (10) for certified pollution control facilities placed in 

14 service in a taxable year beginning before December 31, 1986, 

15 and for which amortization deductions were elected under section 

16 169 of the Internal Revenue Code of 1954, as amended through 

17 December 31, 1985, the amount of the amortization deduction 

18 allowed in computing federal taxable income for those 

19 facilities; 

20 (11) the amount of any deemed dividend from a foreign 

21 operating corporation determined pursuant to section 290.17, 

22 subdivision 4, paragraph (g); 

23 (12) the amount of any environmental tax paid under section 

24 59(a) of the Internal Revenue Code; 

25 (l3) the amount of a partner's pro rata share of net income 

26 which does not flow through to the partner because the 

27 partnership elected to pay the tax on the income under section 

28 6242(a)(2) ~f the Internal Revenue Code; 

29 (14) the amount of net income excluded under section 114 of 

30 the Internal Revenue Code; 

31 (15) any increase in subpart F income, as defined in 

32 section 952(a) of the Internal Revenue Code, for the taxable 

33 year when subpart F income is calculated without regard to the 

34 provisions of section 614 of Public Law 107-147; and 

35 (16) 80 percent of the depreciation deduction allowed under 

36 section 168(k) of the Internal Revenue Code. For purposes of 
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1 this clause, if the taxpayer has an activity that in the taxable 

2 year generates a deduction for depreciation under section 168(k) 

3 and the activity generates a loss for the taxable year that the 

4 taxpayer is not allowed. to claim for the taxable year, "the 

5 depreciation allowed under section 168(k)" for the taxable year 

6 is limited to excess of the depreciation claimed by the activity 

7 under section 168(k) over the amount of the loss from the 

8 activity that is not allowed in the taxable year. In succeeding 

9 taxable years when the losses not allowed in the taxable year 

10 are allowed, the depreciation under section 168(k) is allowed; 

11 and 

12 (17) the amount of expenses disallowed under section 

13 290.10, subdivision 2. 

14 [EFFECTIVE DATE.] This section is effective for taxable 

15 years beginning after December 31, 2004. 

16 Sec. 6. Minnesota Statutes 2004, section 290.05, 

17 subdivision 1, is amended to read: 

18 Subdivision 1. [EXEMPT ENTITIES.] The following 

19 corporations, individuals, estates, trusts, and organizations 

20 shall be exempted from taxation under this chapter, provided 

21 that every such person or corporation claiming exemption under 

22 this chapter, in whole or in part, must establish to the 

23 satisfaction .of the commissioner the taxable status of any 

24 income or activity: 

25 (a) corporations, individuals, estates, and trusts engaged 

26 in the business of mining or producing iron ore and other ores 

27 the mining or production of which is subject to the occupation 

28 tax imposed by section 298.01; but if any such corporation, 

29 individual, estate, or trust engages in any other business or 

30 . activity or has income from any property not used in such 

31 business it shall be subject to.this tax computed on the net 

32 income from such property or such other business or activity. 

33 Royalty shall not be considered as income from the business of 

34 mining or producing iron ore within the meaning of this section; 

35 (b) the United States of America, the state of Minnesota· or 

36 any political subdivision of either agencies or 
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1 instrumentalities, whether engaged in the discharge of 

2 governmental or proprietary functions; and 

3 (c) any insurance company; and 

4 (d) a corporation engaged in the business of operating a 

5 personal rapid transit system, as defined in section 297A.61, 

6 subdivision 37, in this state, independent of any government 

. 7 subsidies, but if the corporation engages in any other business 

8 or activity or has income from any property not·used in the 

9 business of operating a personal rapid transit system, it is 

10 subject to this tax computed on the net income from the property 

11 or business or activity. 

12 [EFFECTIVE DATE.] This section is effective for taxable 

13 years beginning after December 31, 2008. 

14 Sec. 7. Minnesota Statutes 2004, section 290.06, 

15 subdivision 2c, is amended to read: 

16 Subd. 2c. [SCHEDULES OF RATES FOR INDIVIDUALS, ESTATES, 

17 AND TRUSTS.] (a) The income taxes imposed by this chapter upon 

18 married individuals filing joint returns and surviving spouses 

19 as defined in section 2(a) of the Internal Revenue Code must be 

20 computed by applying to their taxable net income the following · 

21 schedule of rates: 

22 (1) On the first $25,680, 5.35 percent; 

23 {2) On all over $25,680, but not over $102,030, 7.05 

24 percent; 

25 (3) On all over $102,030, T•85 8.0 percent. 

26 Married individuals filing separate returns, estates, and 

27 trusts must compute their income tax by applying the above rates 

28 to their taxable income, except that the income brackets will be 

29 one-half of the above amounts. 

30 (b) The income taxes imposed by this chapter upon unmarried 

31 individuals must be computed by applying to taxable net income 

32 the following schedule of rates: 

33 (1) On the first $17,570, 5.35 percent; 

34 {2) On all over $17,570, but not eve~ $57,710, 7.05 

35 percent; 

36 {'3) On all over $57,710, T•85 8.0 percent. 
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1 (c) The income taxes imposed by this chapter upon unmarried 

2 individuals qualifying as a head of household as defined in 

3 section 2(b) of the Internal Revenue Code must be computed by 

4 applying to taxable net income the following schedule of rates: 

5 (1) On the first $21,630, 5.35 percent; 

6 (2) On all over $21,630, but not over $86,910, 7.05 

7 percent; 

8 (3) On all over $86,910, T•85 8.0 percent. 

9 (d) In lieu of a tax computed according to the rates set 

10 forth in this subdivision, the tax of any individual taxpayer 

11 whose taxable net income for the taxable year is less than an 

12 amount determined by the commissioner must be computed in 

13 accordance with tables prepared and issued by the commissioner 

14 of revenue based on income brackets of not more than $100. The 

15 amount of tax for each bracket shall be computed at the rates 

16 set forth in this subdivision, provided that the commissioner 

17 may disregard a fractional part of a dollar unless it amounts.to 

18 50 cents or more, in which case it may be increased to $1. 

19 (e) An individual who is not a Minnesota resident for the 

20 entire year must compute the individual's Minnesota income tax 

21 as provided in this subdivision. After the application of the 

22 nonrefundable credits provided in this chapter, the tax 

23 liability must then be multiplied by a fraction in which: 

24 (1)- the numerator is the individual 1 s Minnesota source 

25 federal adjusted gross income as defined in section 62 of the 

26 Internal Revenue Code and increased by the additions required 

27 under section 290.0~, subdivision 19a, clauses (1), (5), and 

28 (6), and reduced by the subtraction under section 290.01, 

29 subdivision 19b, clause (11), and the Minnesota assignable 

30 portion of the subtraction for United States government interest 

31 under section 290.01, subdivisi'.6n 19b, clause (1), after 

32 applying the allocation and assignability provisions of section 

33 290.081, clause (a), or 290.17; and 

34 (2) the denominator is the individual's federal adjusted 

35 gross income as defined in section 62 of the Internal Revenue 

36 Code of 1986, inc.reased by the amounts specified in section 
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1 290.01, subdivision 19a, clauses (1), (5), and (6), and reduced 

2 by the amounts specified in section .290.01, subdivision 19b, 

3 clauses (1) and (11). 

4 [EFFECTIVE DATE.] This section is effective only if 

5 sections 13 and 14 of this article are enacted for taxable years 

6· beginning after December 31, 2004. 

7 Sec. 8. Minnesota Statutes 2004, section 290.06, 

8 · subdivision 28, is amended to read: 

9 Subd. 28. [ eRBB:Pf REFUNDS .. FOR TRANSIT PASSES. ] A-taxpayer 

10 (a) An employer may ta~e-a-eredit-a~afnst-the-tax-dtte-ttnder-this 

11 ehapter claim a refund· equal to 30 percent of the expense 

12 incurred by the taxpayer employer to provide. transit passes, for 

13 . use in Minnesota, to employees of the taxpayer. 

14 JE1 As used in this subdivision, the following terms have 

15 the meanings given: 

16 (1) 11 employer 11 means an individual or ·entity subject to tax 

17 under this chapter or an entity that is exempt from taxation 

18 under section 290.05, but excluding entities enumerated·in 

19 section 290.05, subdivision 1., paragraph (b); and 

20 ill "transit pass" has the meaning given in section 

21 132(f){5)(A) of the Internal Revenue Code. 

22 .!.£]_ If the taxpayer employer purchases the transit passes 

23 from the transit. system operator, and resells them to the 

24 employees, the eredit refund is based on the amount of the 

25 difference between the price paid for the passes by the employer 

26 and the amount charged to employees. 

27 (d) The commissioner shall prescribe the forms for and the 

28 manner in which the refund may be claimed. The commissioner 

29 must provide for paying refunds at least quarterly. The 

30 commissioner may set a minimum amount of qualifying expenses 

31 that must be incurred before a ~refund may be claimed. 

32 (e) An amount sufficie~t to pay the refunds required by 

33 this subdivision is appropriated to the commissioner of revenue. 

34 [EFFECTIVE DATE.] This section is effective for transit 

35 passes purchased after December 31, 2005. 

36 Sec. 9. Minnesota Statutes 2004, section 290.06, is 
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l amended by adding a subdivision to read: 

2 Subd. 32. [CARSHARJNG CREDIT.] (a) For purposes of this 

3 subdivision, a "carsharing organization" means an organization 

4 that: 

5 ·c1) is described in section 50l(c) of. the Internal Revenue 

6 Code; 

7 (2) is comprised of members who purchase the use of a motor 

8 vehicle from the organization; 

9 (3) owns or leases a fleet. of motor vehicles that are 

10 available to members of the organization to pay for the use of a 

11 vehicle on an hourly or per trip basis; and 

12 (4) does not assign exclusive rights of use of specific 

13 vehicles to individual members or allow individual members to 

14 keep a vehicle in the member's sole possession. 

15 (b) A taxpayer may take a credit against the tax due under 

16 this chapter for the expenses incurred by the taxpayer to 

17 purchase a membership and pay monthly dues to a carsharing 

18 organization or to provide memberships and pay monthly dues to a 

19 carsharing organization for employees of the taxpayer. The 

20 amount of the credit is equal to the lesser of the actual cost 

21 of the membership fee and.the monthly dues, or $390. If an 

22 employer purchases the membership or pays the monthly dues to 

23 the nonprofit carsharing organization and resells the membership 

24 to its employees or charges the monthly dues to its employees, 

25 the credit allowed to the employer is the amount of the 

26 difference between the amount paid by the employer and the 

27 amount charged to the employee. 

28 (c) A taxpayer who owns a parking facility that charges 

29 customers an amount to park vehicles at the facility and 

30 provides dedicated parking space at no charge to a nonprofit 

31 carsharing organization to park the mot-0r vehicles that are used 

32 by the members of the organization on an hourly or per-trip 

33 basis, may take a credit against the tax due under this chapter 

34 for the value of the dedicated parking space provided t·o the 

35 nonprofit carsharing organization. The value of the dedicated 

36 parking space is equal to the lowest amount charged to customers 
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1 who pay to park at the facility calculated on an hourly, daily, 

2 or other long-term rate that results in the lowest total cost. 

3 [EFFECTIVE DATE.] This section is effective· for taxable 

4 years beginning after December 31, 200S. 

S Sec. 10. Minnesota Statutes 2004, section 290.06, is 

6 amended by adding a subdivision to read: 

7 Subd. 33. [REGIONAL INVESTMENT CREDIT.] (a) A credit is 

8 allowed against the tax imposed by this chapter for investment 

9 in a qualifying regional angel ~investment network fund. The 

10 credit eguals 2S percent of the taxpayer's investment made in 

11 the fund for the taxable ~ear, but not to exceed the lesser of: 

12 {ll the liabilit~ for tax under this cha12ter; or 

13 ( 2 l the amount of the certificate under 12aragraph {C} 

14 provided to the taxpa~er b~ the fund. The taxpa~er must claim 

lS the credit the same tax year in which the investment to the fund 

16 is made. The credit is allowed only for investments made to a 

17 fund that are made after the fund has been certified by the 

18 commissioner of employment and economic development under 

19 12aragra12h (c}. 

20 (b) For purposes of this subdivision, a regional angel 

21 investment network fund means a pool investment fund that: 

22 (1) is organized as a limited liability company and 

23 consists of members who are accredited investors within the 

24 meaning of Regulation D of th~Securities and Exchange 

2S Commission, Code of Federal Regulations, title 17, section 

26 230.SOl(a), or consists of members that are not accredited 

27 investors that make equity investments or investments in notes 

28 that pay interest or other fixed amounts or any combination of 

29 both; 

30 (2} primarily makes eguity investments in emerging and 

31 expanding small businesses as defined by the Small Business 

32 Administration, or cooperative associations as defined in 

33 chapter 308B, that are located in local communities in Minnesota 

34 outside of the metropolitan area as defined in section 473.121, 

35 subdivision 2, and does not make investments in residential real 

36 estate; and 
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I (3) has no fewer than five individual investors who are not 

2 affiliates with no single investor and affiliates of that 

3 investor together owning a total of more than 25 percent 

4 ownership interests outstanding in the fund. For purposes of 

5 this subdivision, "affiliate" means a spouse, child, or sibling 

6 of an investor or a corporation, partnership, or trust in which 

7 an investor has a controlling equity interest or in which an 

8 investor exercises management control. 

9 (c) Regional angel investment network funds may apply to 

10 the commissioner of employment and economic development for 

11 certification as a quali.fying regional angel investment network 

12 fund. The application must be in the form and made under 

13 procedures specified by the commissioner of employment and 

14 economic development. The commissioner of employment and 

15 economic development may certify up to 20 qualifying funds and 

16 provide certificates entitling investors in the funds to credits 

17 under.this subdivision of up to $500,000 for each fund. The 

18 commissioner of employment. and economic development must not 

19 issue a total amount of certificates for all funds of more than 

20 $10,000,000. In awarding certificates under this paragraph, the 

21 commissioner of employment and economic development shall 

22 generally award them to qualified applicants in the order in 

23 which the applications are received, but shall also seek to 

24 certify funds that are broadly dispersed across the entire state 

25 outside of the metropolitan area, as defined in section 473.121, 

26 subdivision 2. The commissioner of employment and economic 

27 development must award three certificates to a pooled investment 

28 fund that invests in qualifying small businesses located in the 

29 region of t·he state that is the focus of the fund and allocates 

30 ·at least 20 percent of its investments to qualified small 

31 businesses that meet local community needs. To be a qualifying 

32 small business, a business must satisfy the following 

33 requirements: 

34 (1) 51 percent of the ownership interests in the business, 

35 excluding any equity interest of.the fund, must be held by 

36 residents of the region; and 
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1 (2) the business must pay wages and benefits, measured on a 

2 full-time eguivalent basis, to 75 percent or more of its 

3 employees egual to 175 percent of the federal poverty level for 

4 a family of four. This reguirement does not apply if fewer than 

5 three pooled investment funds that would otherwise gualify under 

6 this subdivision apply for a certificate. 

7 (d) Each fund must provide each investor a statement 

8 indicating the investor's share of the credit amount certified 

9 to the fund under paragraph (c). based on the order in which 

10 their investment is made in the fund. 

11 (e) If the amount of the credit under this subdivision for 

12 any taxable year exceeds the limitation under paragraph (a), 

13 clause (1), the excess is a credit carryover to each of the 15 

14 succeeding taxable years. The entire amount of the exc~ss 

15 unused credit for the taxable year must be carried first to the 

16 earliest of the taxable years to which the credit may be carried 

17 and then to each successive year to which the credit may be 

18 carried. The amount of the unused credit which may be added 

19 under this paragraph may not exceed the taxpayer's liability for 

20 tax for the taxable year. 

21 [EFFECTIVE DATE.] This section is effective the day 

22 following final enactment, for taxable years beginning after 

23 December 31, 2005. It applies to investments made after the 

24 fund has been certified by the commissioner of employment and 

25 economic development. 

26 Sec. 11. Minnesota Statutes 2004, section 290.0674, 

27 subdivision 2, is· amended to read: 

28 Subd. 2. [LIMITATIONS.] (a) For claimants with income not 

29 greater than $33,500, the maximum credit allowed is $1,000 per 

30 .multiplied by the number of claimant's qualifying ehi%d-and 

31 $i7999-per-£ami%y children in grades kindergarten through grade 

32 12. No credit is allowed for education-related expenses for 

33 claimants with income greater than $37,500. The maximum credit 

34 per ehi%d claimant is reduced by $1 for each $4 of household 

35 income over $33,500, and-ehe-maximttm-eredie-per-£ami%y-is 

36 redtteed-by-$%-£er-eaeh-$4-e£-hettseho%d-ineeme-over-$337See, but 
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1 in no case is the credit less than zero. 

2 For purposes of this section "income" has the meaning given 

3 in section 290.067, subdivision 2a. In the case of a married 

4 claimant, a credit is not allowed unless a joint income tax 

5 return is filed. 

6 (b) For a nonresident or part-year resident, the credit 

7 determined under subdivision 1 and the maximum credit amount in 

8 paragraph (a) must be allocated using the percentage calculated 

9 in section 290.06, subdivision 2c, paragraph (e)~· 

10 [EFFECTIVE DATE.] This section is effective for tax years 

11 beginning after December 31, 2005. 

12 Sec. 12. [290.0676) [CREDIT FOR HISTORIC STRUCTURE 

13 REHABILITATION.] 

14 Subdivision 1. [DEFINITIONS.] (a) As used in this section, 

15 the terms defined in this subdivision have the meanings given. 

16 (b) "Certifi~d historic structure" means a property located 

17 in Minnesota and listed individually on the National Register of 

18 Historic Places or a historic property designated by either a 

19 certified local government or a heritage preservation commission 

20 created under the National Historic Preservation Act of 1966 and 

21 whose designation is approved by the state historic preservation 

22 officer. 

23 (c) "E_ligible property" means a certified historic 

24 structure or a structure in a certified historic district that 

25 is offered or used for residential or business purposes. 

26 (d) "Structure in a certified historic district" means a 

27 structure located in Minnesota that is certified by the State 

28 Historic Preservation Off ice as contributing to the historic 

29 significance of a certified historic district listed on the 

30 National Register of Historic Places or a local district that 

31 has been certified by the United States- Department of the 

32 Interior. 

33 Subd. 2. [CREDIT ALLOWED.] A taxpayer who incurs costs for 

34 the rehabilitation of eligible property may take a credit 

35 against the tax imposed under this chapter in an amount equal to 

36 ten percent of the total costs of rehabilitation. Costs of 
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1 rehabilitation include, but are not limited to, gualified 

2 rehabilitation expenditures as defined under section 47(c)(2)(A) 

3 of the Internal Revenue Code, provided that the costs of 

4 rehabilitation must exceed 50 percent of the total basis in the 

5 property at the time the rehabilitation activity begins and the 

6 rehabilitation must meet standards consistent with the standards 

7 of the Secretary of the Interior for rehabilitation as 

a determined by the State Historic Preservation Office of the 

9 Minnesota Historical Society. 

10 Subd. 3. [CARRYBACK AND CARRYFORWARD.] If the amount of 

11 the credit under subdivision 2 exceeds the tax liability under 

12 this chapter for the year in which the cost is incurred, the 

13 amount that exceeds the tax liability may be carried back to any 

14 of the three preceding taxable years or carried forward.to each 

15 of the ten taxable years succeeding the taxable year in which 

16 the expense was incurred. The entire amount of the credit must 

17 be carried to the earliest taxable year to which the amount may 

18 be carried. The unused portion of the credit must be carried to 

19 the following taxable·year. 

20 Subd. 4. [PARTNERSHIPS; MULTIPLE OWNERS; TRANSFERS.]~ 

21 Credits granted to a partnership, a limited liability company 

22 taxed as a partnership, or multiple owners of property shall be 

23 passed through to the partners, members, or owners, 

24 respectively, pro rata or pursuant to an executed agreement 

25 among the partners, members, or owners documenting an alternate 

26 distribution method. 

27 (b) Taxpayers eligible for credits may transfer, sell, or 

28 assign the credits in whole or part. Any assignee may use 

29 acguired credits to offset up to 100 percent of the taxes 

30 . otherwise imposed by this chapter. The assignee shall perfect 

31 such transfer by notifying the ··Departme-nt of Revenue in writing 

32 within 30 calendar days following the effective date of the 

33 transfer in such form and manner as shall be prescribed by the 

34 Department of Revenue. The proceeds of any sale or assignment 

35 of a credit shall be exempt from taxation under this chapter. 

36 Subd. 5. [PROCESS.] To claim the credit, th~ taxpayer must 
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1 apply to the State Historic Preservation Office of the Minnesota 

2 Historical Society before a historic rehabilitation project 

3 begins. The State Historic Preservation Office shall determine 

4 the amount of eligible rehabilitation costs and whether the 

5 rehabilitation meets. the standards of the United States 

6 Department of the Interior. The State Historic Preservation 

7 Office shall issue certificates verifying eligibility for and 

8 the amount of credit. The taxpayer shall attach the certificate 

9 to any income tax return on which the credit is claimed. The 

10 State Historic Preservation Office of the Minnesota Historical 

11 Society may collect fees for applications for the historic 

12 preservation tax credit. Fees shall be set at an amount that 

13 does not exceed the costs of administering the tax credit 

14 program. 

15 Subd. 6. [MORTGAGE CERTIFICATES; CREDIT FOR LENDING 

16 INSTITUTIONS.] (a) The taxpayer may elect, in lieu of the credit 

17 otherwise allowed under this section, to receive a historic 

18 rehabilitation mortgage credit certificate. 

19 (b) For purposes of this subdivision, a historic 

20 rehabilitation mortgage credit is a certificate that is issued 

21 to the taxpayer according to procedures prescribed by the State 

22 Historic Preservation Office with respect to the certified 

23 rehabilitation and which meets the requirements of this 

24 paragraph. The face amount of .the certificate must be equal to 

25 the credit that would be allowable under subdivision 2 to ·the 

26 taxpayer with respect to the rehabilitation. The certificate 

27 may only be transferred by the taxpayer to a lending 

28 institution, including a nondepository home mortgage lending 

29 institution, in connection with a loan: 

30 (1) that is secured by the building with respect to which 

31 the credit is issued; and 

32 {2) the proceeds of which may not be used for any purpose 

33 other than the acquisition or rehabilitation of the building. 

34 (c) In exchange for the certificate, the lending 

35 institution must provide to the taxpayer an amount equal to the 

36 face amount of the certificate discounted by the amount by which 
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1 the federal income tax liability of the lending institution is 

2 increased due to its use of the certificate in the manner 

3 provided in this section. That amount must be applied, as 

4 directed by the taxpayer, in whole or in part, to reduce: 

5 (1) the principal amount of the loan; 

6 (2) the rate of interest on the loan; or 

7 {3) the taxpayer's cost of purchasing the building, but 

8 only in the case of a gualif ied historic home that is located in 

9 a poverty-impacted area as designated by the State Historic 

10 Preservation Office~ 

11 The lending institution may take as a credit against the 

12 tax due under this chapter an amount egual to the amount 

13 specified in the certificate. If the amount of the discount 

14 retained by the lender exceeds the amount by which the lending 

15 institution's federal income tax liability is increased due to 

16 the use of a mortgage credit certificate, the excess shall be 

17 refunded to the borrower with interest at the rate prescribed by 

18 the State Historic Preservation Office. The lending institution 

19 may carry forward all unused credits under this subdivision 

20 until exhausted. Nothing in this subdivision requires a lending 

21 institution to accept a historic rehabilitation certificate from 

22 any person. 

23 [EFFECTIVE DATE.] This section is effective for taxable 

24 years beginning after December 31, 2004. 

25 Sec. 13. Minnesota Statutes 2004, section 290.091, 

26 subdivision 2, is amended to read: 

27 Subd. 2. [DEFINITIONS.] For purposes of the tax.imposed by 

28 this section, the following terms have the meanings given: 

29 (a) 88Alternative minimum taxable income" means the sum of 

30 the following for the taxable year: 

31 (l) the taxpayer's federal'..alternative minimum taxable 

32 income as defined in section 55(b)(2) of the Internal Revenue 

33 Code; 

34 (2) the taxpayer's itemized deductions allowed in computing 

35 federal alternative minimum taxable income, but excluding: 

36 (i) the charitable contribution deduction under section 170 
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1 of the Inte.rnal Revenue code ee-ehe-exeene-ehae-ehe-dedtteeien 

2 exeeeds-%.&-pereene-e£-adjttseed-gress-ineeme1-as-de£ined-in 

3 seeeien-6i-e£-ehe-%neernai-Re~entte-eede; 

4 (ii) the medical expense deduction; 

5 (iii) the casualty, theft, and disaster loss deduction; and 

6 (iv) the impairment-related work expenses of a disabled 

7 person; and 

8 (v) the amount of the exemption allowed the taxpayer under 

9 section lSl(c) of the Internal Revenue Code; 

10 (3) for depletion allowances computed under section 613A(c) 

11 of the Internal Revenue Code, with respect to each property (as 

12 defined in section 614 of the Internal Revenue Code), to the 

13 extent not included in federal alternative minimum taxable 

14 income, the excess of the deduction for depletion allowable 

15 under section 611 of the Internal Revenue Code for the taxable 

16 year over the adjusted basis of the property at the end of the 

17 taxable year (determined without regard to the depletion 

18 deduction for the taxable year); 

19 (4) to the extent not included in federal alternative 

20 minimum taxable income, the amount of the tax preference for 

21 intangible drilling cost under section 57(a)(2) of the Internal 

22 Revenue Code determined without regard to subparagraph (E); 

23 (5) to the extent not included in federal alternative 

24 ·minimum taxable income, the amount of interest income as 

25 provided by section 290.01, subdivision 19a, clause (l); and 

26 (6) the amount of addition required by section 290.01, 

27 subdivision 19a, clause (7); 

28 less the sum of the amounts determined under the following: 

29 (1) interest income as defined in section 290.01, 

30 subdivision 19b, clause {l); 

31 (2) an overpayment of state income. tax as provided by 

32 section 290.01, subdivision 19b, clause (2), to the extent 

33 included in federal alternative minimum taxable income; 

34 (3) the amount of investment interest paid or accrued 

35 within the taxable year on indebtedness to the extent that the 

36 amount does not exceed net investment income, as defined in 
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1 section 163(d)(4) of the Internal Revenue Code. Interest does 

2 not include amounts deducted in computing federal adjusted gross 

3 income; and 

4 (4) amounts subtracted from ~ederal taxable income as 

5 provided by section 290.01, subdivision 19b, clauses (10) ane 

6 f3:3:t to (12). 

7 In the case of an estate or trust,. alternative minimum 

8 taxable income must be computed as provided in section 59(c) of 

9 the Internal Revenue Code. 

10 (b) "Investment interest" means investment interest as 

11 defined in section 163(d)(3) of the Internal Revenue Code. 

12 (c) "Tentative minimum tax" equals 6.4 percent of 

13 alternative minimum taxable income after subtracting the 

14 exemption amount determined under subdivision 3 • 

. 15. (d) "Regular tax" ~eans the tax that would be imposed under 

16 this chapter (without regard to this section and section 

17 290.032), reduced by the sum of the nonrefundable credits 

18 allowed under this chapter. 

19 (e) "Net minimum tax" means the minimum tax imposed by this 

20 section. 

21 [EFFECTIVE DATE.] This section is effective only if section 

22 7 of this article is enacted for taxable years beginning after 

23 December 31, 2004. 

24 Sec. 14. Minnesota Statutes 2004, section 290.091, 

25 subdivision 3,. is amended to read: 

26 Subd. 3. [EXEMPTION AMOUNT.] ~For purposes of computing 

27 . the alternative minimum tax, the exemption amount is the 

28 exempeien-deeermined-ttnder-seetien-55fdt-e£-the-%neerna3:-Reventte 

29 eede7-as-amended-thrett~h-Beeember-33:7-3:99i7-exeepe-ehae 

30 a3:eernaeive-minimttm-eaxab3:e-ineeme-as-deeermined-ttnder-eh±s 

31 seeeien-mttse-be-sttbseittteed-in~~he-eemptteatien-e£-ehe-phase-ettt 

32 ttnder-seeeien-55fdtt3t $66,300 for married individuals filing 

33 joint returns; and $33,150 for married individuals filing 

34 separate returns, single individuals, and head of household 

35 filers. 

36 (b) The exemption amount determined under this subdivision 
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1 is reduced by an amount egual to 25 percent of the amount by 

2 · which the alternative minimum income exceeds $248,600 for 

3 married individuals filing joint returns; and $124,300 for 

4 married individuals filing separate returns, single individuals, 

5 and head of household filers. 

6 (c) For taxable years beginning after December 31, 2006, 

7 the exemption amounts ~nder paragraph (a), and the income 

8 amounts in paragraph (b), must be adjusted for inflation. The 

9 commissioner shall make the inflation adjustments in accordance 

10 with section l(f) of the Internal Revenue Code except that for 

11 the purposes of this subdivision the percentage increase must be 

12 determined from the year $tarting September 1, 2005, and ending 

13 August 31, 2006, as the base year· for adjusting for inflation 

14 for the tax year beginning after December 31, 2006. The 

15 determination of. the commissioner under this subdivision is not 

16 a rule under the Administrative Procedure Act. 

17 [EFFECTIVE DATE.] This section is effective only if section 

18 7 of this article is enacted for taxable years beginning after 

19 December 31, 2004. 

20 Sec. 15. Minnesota Statutes 2004, section 290.10, is 

21 amended to read: 

22 290.10 [NONDEDUCTIBLE ITEMS.] 

23 Subdivision 1. [EXPENSES, INTEREST, AND TAXES.] Except as 

24 provided in section 290.17, subdivision 4, paragraph (i), in 

25 computing the net income of a taxpayer no deduction shall in any 

26 case be allowed for expenses, interest and taxes connected with 

27 or allocable against the production or receipt of all income not 

28 included in the measure of the tax imposed by this chapter, 

29 except that for corporations engaged in the business of mining 

30 .or producing iron ore, the mining of which is subject to the 

31 occupation tax imposed by section 298.Gl, subdivision 4, this 

3.2 shall not prevent the deduction of expenses and other items to 

33 the extent that the expenses and other items are allowable under 

34 this chapter and are not deductible, capitalizable, retainable 

35 in basis, or taken into account by allowance or otherwise in 

36 computing the occupation tax and do not exceed the amounts taken 
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1 for federal income tax purposes for that year. Occupation taxes 

2 imposed under chapter 298, royalty taxes imposed under chapter 

3 299, or depletion expenses may not be deducted under this clause. 

4 Subd. 2. [FINES, PENALTIES, DAMAGES, AND EXPENSES.] (a) No 

5 deduction from taxable income for a trade or business expense 

6 under section 162(a} of the Internal Revenue Code shall be 

7 allowed for any fine, penalty, damages, or expenses paid to: 

8 (1) the government of the United States, a state, a 

9 territory or possession of the United States, the District of 

10 Columbia, or the Commonwealth of Puerto Rico; 

11 (2) the government of a foreign country; or 

12 (3) a political subdivision of, or corporation or other 

13 entity serving as an agency or instrumentality of, any 

14 government described in clause (1) or (2). 

15 (b) For purposes of thi~ subdivision, "fine, penalty, 

16 damages, or expenses" include, but are not limited to, any 

17 amount·: 

18 (1) paid pursuant to a conviction or a plea of guilty or 

19 nolo contendere for any crime in a criminal proceeding; 

20 (2) paid as a civil-penalty imposed by federal, state, or 

21 local law, including tax penalties and interest; 

22 (3) paid in settlement of the taxpayer's actual or 

23 potential liability for a civil or criminal fine or penalty; 

24 (4) forfeited as collateral posted in connection with a 

25 proceeding that could result in imposition of a fine or pe.nalty; 

26 or 

27 (5) legal fees and related expenses paid or incurred in the 

28 prosecution or civil action arising from a violation of the law 

29 imposing the fine or civil penalty, court costs assessed against 

30 the taxpayer, or stenographic and printing charges, compensatory 

31 damages, punitive damages, or restitution. 

32 [EFFECTIVE DATE.] This section is effective for taxable 

33 years beginning after December 31, 2004. 

34 Sec. 16. [290.433] [GLOBAL WAR ON TERRORISM CHECKOFF.] 

35 Every individual who files an income tax return·or property 

36 tax refund claim, and every corporation that files an income tax 
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1 return, ma~ designate on their return that $1 or more shall be 

2 added to the tax or dedu~ted from the refund that would 

3 otherwise be :12a~able b~ or to that individual or cor:12oration and 

4 :12aid into an account to be established for the purpose of·paying 

5 bonuses to residents of this state who are veterans of the 

6 global war on terrorism. The commissioner shall, on the income 

7 tax returns and the property tax refund claim form, notify 

8 filers of their right to designate that a portion of their tax 

9 or refund shall be :12aid into the account for veterans of the 

10 global war on terrorism. The amounts designated under this 

11 section shall be annually a1?J?ropriated to the commissioner of 

12 the Department of Veterans Affairs to pay bonuses to veterans of 

13 the global war on terrorism as determined by law. All interest 

14 earned on money accrued shall be credited to the account by the 

15 commissioner of finance. 

16 [EFFECTIVE DATE.] This section is effective for taxable 

17 years beginning after December 31, 2004, and for property tax 

18 refund claims for property taxes payable after December 31, 2004. 

19 Sec. 17. Minnesota Statutes 2004, section 290.92, 

20 subdivision 4b, is amended to read: 

21 Subd. 4b. [WITHHOLDING BY PARTNERSHIPS.] (a) A partnership 

22 shall deduct and withhold a tax as provided in paragraph (b) for 

23 nonresident individual partners based on their distributive 

24 shares of partnership income for a taxable year of the 

25 partnership. 

26 {b) The amount of tax withheld is determined by multiplying 

27 the partner's distributive share allocable to Minnesota under 

28 section 290.17, paid or credited during the taxable year by the 

29 highest rate used to determine the income tax liability for an 

30 _individual under section 290.06, subdivision 2c,-except that the 

31 amount of tax withheld may be determined by the commissioner if 

32 the partner submits a withholding exemption certificate under 

33 subdivision 5. 

34 {c) The commissioner may reduce or abate the tax withheld 

35 under this subdivision if the partnership had reasonable cause 

36 to believe that no tax was due under this section. 
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l (d) Notwithstanding paragraph (a), a partnership is not 

2 required to deduct and withhold tax for a nonresident partner if: 

3 (1) the partner elects to have the tax due paid as part of 

4 the partnership's composite return under section 289A.08, 

5 subdivision 7; 
/ 

6 (2) the partner has Minnesota assignable federal adjusted 

7 gross income from the partnership of less than $1,000; or 

8 (3) the partnership is liquidated or terminated, the income 

9 was generated by a transaction related to the termination or 

10 liquidation, and no cash or other property was distributed in 

11 the current or prior taxable year; er 

12 (4) the distributive shares of partnership income are 

13 attributable to: 

14 (i) income required to be recognized because of discharge 

15 of indebtedness; 

16 (ii) income recognized because of a sale,. exchange, or 

17 other disposition of real estate, depreciable property, or 

18 property described in section 179 of the Internal Revenue Code; 

19 or 

20 {iii) income recognized on the sale, exchange, or other 

21 disposition of any property that has been the subject of a basis 

22 reduction pursuant to section 108, 734, 743, 754, or 1017 of the 

23 Internal Revenue Code 

24 to the extent that the income does not include cash received or 

25 receivable or, if there is cash received or receivable, to the 

26 extent that the cash is required to be used to pay indebtedness 

27 by the partnership or a secured debt on partnership propertyl._.2!. 

28 (5) the partnership is a publicly traded partnership, as 

29 defined in section 7704(b) of the Internal Revenue Code. 

30 (e) For purposes of subdivision 6a, and sections.289A.09, 

31 subdivision 2, 289A.20, subdiv1sion 2, .paragraph (c), 289A.50, 

32 289A.56, 289A.60, and 289A.63, a partnership is considered an 

33 employer. 

34 (f) To the extent that income is exempt from withholding 

35 under paragraph (d), clause (4), the commissioner has a lien in 

36 an amount up to the amount that would be required to be withheld 
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l with respect to the income of the partner attributable to the 

2 partnership interest, but for the application of paragraph (d), 

3 clause (4). The lien arises under section 270.69 from the date 

4 of assessment of the tax against the partner, and attaches to 

5 that partner's share of the profits and any other money due or 

6 to become due to that partner in respect of the partnership. 

7 Notice of the lien may be sent by mail to the partnership, 

8 without the necessity for recording the lien. The notice has 

9 the force and effect of a levy under section 270.70, and is 

10 enforceable against the partnership in the manner provided by 

11 that section. Upon payment in full of the liability subsequent 

12 to the notice of lien, the partnership must be notified that the 

13 lien has been satisfied. 

14 [EFFECTIVE DATE.] This section is effective for taxable 

15 years beginning after December 31, 2004. 

16 Sec. 18. [DETERMINATION OF ECONOMIC IMPACT.] 

17 The Minnesota Historical Society shall annually determine 

18 the economic impact to the state from the rehabilitation of 

19 eligible property for which credits are provided under section 

20 12 and report on the impact to the committees on taxes of the 

21 senate and house of representatives. 

22 Sec. 19. [STUDY; CORPORATE FRANCHISE TAX.] 

23 The commissioners of the Departments of Finance and Revenue 

24 shall conduct a comprehensive study to identify the reasons for 

25 the decline in corporate tax receipts. The study shall include 

26 an analysis of the current and future effect of existing · 

27 corporate tax provisions, both independently and interactively 

28 with other provisions; how tax provisions are changing business 

29 practices; and the impact of outsourcing or relocation of 

30 business operations and jobs. On or before February 1, 2006, 

31 the commissioners shall report to the chairpersons of the house 

32 and senate tax committees the results of the study and shall 

33 include recommendations for changes to the tax laws that would 

34 reduce tax incentives for businesses to outsource or relocate 

35 business operations or jobs. 

36 ARTICLE 6 
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l FEDERAL UPDATE - SF1683 

2 Section 1. Minnesota Statutes 2004, section 289A.02, 

3 subdivision 7, is amended to read: 

4 Subd. 7. [INTERNAL REVENUE CODE.] Unless specifically 

5 defined otherwise, "Internal Revenue Code" means the Internal 

6 Revenue Code of 1986, as amended through attne-%57-i883 December 

7 31, 2004. 

8 [EFFECTIVE DATE.] This section is effective the day 

9 following final enactment. 

10 Sec. 2. Minnesota Statutes 2004, section 290.01, 

11 subdivision 19, is amended to read: 

12 Subd. 19. [NET INCOME.] The term "net income" means the 

13 federal taxable income, as defined in sectlon 63 of the Internal 

14 Revenue Code of 1986, as amended through the date named in this 

15 subdivision, incorporating the federal effective dates of 

16 changes to the Internal Revenue Code and any elections made by 

17 the taxpayer in accordance with the Internal Revenue Code in 

18 determining federal taxable income for federal income tax 

19 purposes, and with the modifications provided in subdivisions 

20 19a to 19f. 

21 In the case of a regulated investment company or a fund 

22 thereof, as defined in section 85l(a) or 85l(g) of the Internal 

23 Revenue Code, federal taxable income means investment company 

24 taxable income as defined in section 852{b){2) of the Internal 

25 Revenue Code, except that: 

26 (1) the exclusion of net capital gain provided in section 

27 852(b)(2)(A) of the Internal Revenue Code does not apply; 

28 (2) the deduction.for dividends paid under section 

29 852(b)(2)(D) of the Internal Revenue Code must be applied by 

30 ~!lowing a deduction for capital gain dividends and 

31 exempt-interest dividends as de·fined in- sections 852(b) (3) (C) 

32 and 852(b)(5) of the Internal Revenue Code; and 

33 (3) the deduction for dividends paid must also be applied 

34 in the amount of any undistributed capital gains which the 

35 regulated investment company elects to have treated as provided 

36 in section 852(b)(3)(D) of the Internal Revenue Code. 
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l The net income of a r~al estate investment trust as defined 

2 and limited by section 856(a), (b), and (c) of the Internal 

3 Revenue Code means the real estate investment trust taxable 

4 income as defined in section 857(b)(2) of the Internal Revenue 

5 Code. 

6 The net income of a designated settlement fund as defined 

7 in section 468B(d) of the Internal Revenue Code means the gross· 

8 income as defined in section 468B(b) of the Internal Revenue 

9 Code. 

10 ~he-previsiens-e£-seeeiens-%%%3tat1-%%%T7-%%86tat1-%3%3tat1 

11 %49%tat1-%493tat1-%4431-%4597-%59%tat1-%6957-%6%%tat1-%6%i7 

12 %6%61-%6%T7-%T94t%t1-and-%T94tmt-e£-ehe-Sma%%-Bttsiness-~eb 

13 Preeeeeien-Aee7-Pttb%ie-haw-%94-%881-ehe-previsiens-e£-Pttb%ie-haw 

14 %&4-%%T1-ehe-previsiens-e£-seeeiens-3%3tat-and-tbtt%t1-66%tat1 

15 9%3tbt1-94%1-96%7-9T%1-%86%tat-and-tbt1-%99%7-%9931-%8%%7-%9%37 

16 %9%41-%86%1-%86%7-%88%7-%984tbt1-%8861-%88T7-%%%%tat1-%%3%tbt 

17 and-tet1-%%%%tbt1-%%%31-%539tettzt1-%68%t£ttSt-and-tht1-and 

18 %694tdtt%t-e£-ehe-~axpayer-Re%ie£-Aee-e£-%99T7-Pttb%ie-haw 

19 %95-347-ehe-previsiens-e£-seeeien-69%9-e£-ehe-%neerna%-Reventte 

20 Serviee-Resertteettring-and~Re£erm-Aee-e£-%9981-Pttb%ie-haw 

21 %95-i961-ehe-previsiens-e£-seeeien-4993-e£-ehe-emnibtts 

22 eense%idaeed~and-Bmergeney-Sttpp%emenea%-Apprepriaeie~s-Aee1 

23 %9997-Pttb%ie-haw-%95-%TT7-and-ehe-previsiens-e£-seeeien-3%8-e£ 

24 ehe-eense%idaeed-Apprepriaeien-Aee-e£-%99%7-Pttb%ie-haw-%96-5547 

25 sha%%-beeeme-e££eeeive-ae-ehe-eime-ehey-beeeme-e££eeeive-£er 

26 £edera%-pttrpeses. 

27 The Internal Revenue Code of 1986, as amended through 

28 December 31, %996 2004, shall be in effect for taxable years 

29 beginning after December 31, 1996. The provisions of Public Law 

30 109-1, shall be effective for tax years beginning after December 

31 31, 2003. 

32 ~he-previsiens-e£-seeeiens-i9%tat-and-tbt1-%%%tat1-%%S1 

33 3%%7-3%37-9%3tat1-9341-96i1-%9941-%9951-%95%7-%9631-%984tat-and 

34 tet1-%9891-%%%i7-%%T%1-%%941-%%Titat-and-tbt1-%395tat1-%3961 

35 %39T7-%3987-%3991-%59%tbt1-%59%tbt1-%594tat1~%5957-%5%T1-%S%87 

36 %5391-%68%tdt1-tet1-t£t1-and-tit-and-%68%tat1-tbt1-tet1-and-tet 
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1 o£-ehe-~axpayer-Re%±e£-Aee-o£-%99T7-Pttb%±e-~aw-%65-341-ehe 

2 provisions-o£-seeeions-66641-66657-66%%7-66%37-66%57-66%67-T66%7 

3 and-T663-o£-ehe-%neerna%-Reventte-Serv±ee-Res~rtteettring-and 

4 Re£orm-Aee-o£-%9987-Pttb%ie-~aw-%65-%667-ehe-provisions-0£ 

5 seee±on-366%-o£-ehe-emn±btts-eonso%±daeed-and-Bmergeney 

6 Sttpp%emenea%-Appropr±aeions-Aee7-%9997-Pttb%±e-~aw-%65-%T~7-ehe 

7 ~rov±s±ons-o£-seeeion-366%-o£-ehe-Misee%%aneotts-~rade-and 

8 ~eehniea%-eorreeeions-Aee-o£-%9997-Pttb%ie-~aw-%66-367-and-ehe 

9 ~rov±sions-o£-seee±on-3%6-o£-ehe-eonso%idaeed~A~~ropr±ae±on-Aee 

10 0£-%66%7-Pttb%ie-~aw-%66-5547-sha%%-beeome-e££eeeive-ae-ehe-eime 

11 ehey-beeome~e££eeeive-£or-£edera%-pttrposes. 

12 ~he-%neerna%-Reventte-eode~o£-%9867-as-amended-ehrottgh 

13 Beeember-3%7-%99T7-sha%%-be-in-e££eee-£or-eaxab%e-years 

14 beg±nn±ng-a£eer-Beeember-3%7-%99T• 

15 ~he-provisions-o£-seeeions-568%7-68697-66%%7-and-T66%-0£ 

16 ehe-%neerna%-Reventte-Serviee-Resertteettring-and-Re£orm-Aee-o£ 

17 %9987-Pttb%ie-~aw-%65-%667-ehe-provisions-0£~seee±on-98%6-o£-ehe 

18 ~ransporeaeion-B~ttiey-Aee-£or-ehe-%%se-eenettry7-Pttb%ie-~aw 

19 .%65-%787-ehe-provis±ons-0£-seeeions-%8647-486%7-and-536%-o£-ehe 

20 0mnibtts-eonso%idaeion-and-Bmergeney-Sttpp%emenea%-Appropriaeions 

21 Aee1-%9991-Pttb%ie-~aw-%65-zTT7-ehe-provision~o£-seeeion-383-o£ 

22 ehe-R±eky-Ray-Hemoph±%±a-Re%±e£-Pttnd-Aee-o£-%9987-Pttb%±e-~aw 

23 %85-3697-ehe-provisions-0£-seeeions-53%7-5347-5361-53T7-and-538 

24 o£-ehe-~iekee-eo-Work-and-Work-%neeneives-%mprovemene-Aee-o£ 

25 %9997-Pttb%ie-~aw-%66-%T67-ehe-provisions-0£-ehe-%nsea%%mene-~ax 

26 eorreeeion-Aee-0£-%6867-Pttb%±e-~aw-%86-5T31-and-ehe-provisions 

27 o£-seeeion-389-o£-ehe-eonso%idaeed-Appropriaeion-Aee-o£-%88%7 

28 Pttb%ie-~aw-%66-5547-sha%%-beeome-e££eeeive-ae-ehe-eime-ehey 

29 beeome-e££eee±ve-£or-£edera%-pttrposes. 

30 ~he-%neerna%-Reventte-eode-o£-%9867-as-amended-ehrottgh 

31 Beeember-3%7-%9981-sha%%-be-in-e££eee-£er-eaxab%e-years 

32 beginning-areer-Beeember-3%7-%998• 

33 ~he-provisions-o£-ehe-PSe-Repea%-and-Bxeraeerrieoria% 

34 %neome-Bxe%ttsion-Aee-o!-%8887-Pttb%ie-~aw-%86-5%97-and-ehe 

35 provision-o£-seeeion-4~%-o£-ehe-aob-ereaeion-and-Worker 

36 Assiseanee-Aee-o£-%66i7-Pttb%ie-~aw-%8T-%4T7-sha%%-beeome 
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2 ~he-fneernai-Reventte-eode-o£-i9867-as-amended-ehrottgh 

3 Beeember-3i7-i9997-shaii-be-in-e££eet-£or-taxabie-years 

4 beginning-a£ter-Beeember-3i7-i999·--fhe-provisions-o£-seetions 

s 306-and-40i-o£-ehe-eonsoiidaeed-Appropriation-Aet-o£-z06i7 

6 Pttbiie-~aw-i96-5547-and-ehe-provision-0£-seeeion-63itbttitf At-o£ 

8 Pttbiie-~aw-i0T-i67-and-provisions-o£-seeeions-i0i-and-49i-o£-ehe 

9 aob-ereaeion-and-Worker-Assiseanee-Aet-0£-%00%7-Pttbiie-~aw 

10 i07~i477-shaii-beeome-e££eeeive-at-ehe-same-eime-ie-beeame 

11 e££eeeive-£or-£ederai-pttrposes• 

12 ~he-fneernai-Reventte-eode-0£-%9867-as-amended-ehrottgh 

13 Beeember-3i7-i0007-shaii-be-in-e££eee-£or-~axabie-years 

14 -beginning-a£eer-Beeember-3i7-i900•--~he-provisions-o£-seeeions 

15 659a-and-6Ti-o£-ehe-Beonomie-Sroweh-and-~ax-Reiie£ 

16 Reeoneiiiaeion-Aee-o£-i09i7-Pttbiie-~aw-i07-i67-ehe-provisions-0£ 

17 seeeions-i047-i057-and-iii-0£-ehe-Vieeims-0£-~errorism-~ax 

18 Reii~£-Aee-o£-i00i7-Pttbiie-~aw-i9T-i347-and-ehe-provisions-0£ 

19 seeeions-i8i7-4037-4i37-and-686-0£-ehe-aob-ereaeion-and-Worker 

20 Assiseanee-Aee-o£-i99i7-Pttbiie-~aw-i9T-i477-shaii-beeome 

21 e££eeeive-ae-ehe-same-eime-ie-beeame-e££eeeive-£or-£ederai 

22 pttrposes. 

23 ~he-fneernai-Reventte-eode-o£-i9867-as-amended-ehrottgh-Mareh 

24 i57-i99i7-shaii-be-in-e££eee-£or-eaxabie-years-beginning-a£eer 

25 Beeember-3i7-i90i• 

26 ~he-provisions-o£-seeeions-i9i-and-i9i-o£-ehe-Vieeims-o£ 

27 ~errorism-~ax-Reiie£-Aee-o£-i99i7-Pttbiie-~aw-i07-i347-shaii 

28 beeome-e££eeeive-ae-ehe-same-eime-ie-beeomes-e££eeeive~£or 

29 £ederai-pttrposes. 

30 ~he-fneernai-Reventte-eode-0£-%9867-as-amended-ehrottgh-attfte 

31 i57-i9937-shaii-be-in-e££eee-£or-eaxabie-years-beginning-a£eer 
I 

32 Beeember-3i7-i86i•--~he-pr~visions-0£-seeeion-i&i-0£-ehe-aobs 

33 and-Sroweh-~ax-Reiie£-and-Reeoneiiiaeion-Aee-o£-i093;~H.R.-%7-i£ 

34 ie-is-enaeeed-ineo-iaw;-are-e££eetive-ae-ehe-same-eime-ie-beeame 

35 e££eeeive-£or-£ederai-pttrposes• 

36 Except as otherwise provided, references to the Internal 

Article 6 Section 2 72 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 Revenue Code in subdivisions %9e 19 to %9g 19f mean the code in 

2 effect for purposes of determining net income for the applicable 

3 year. 

4 [EFFECTIVE DATE.] This section is effective the day 

5 following final enactment. 

6 Sec. 3. Minnesota Statutes 2004, section 290.01, 

7 subdivision 19a, is amended to read: 

8 Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For 

9 ·individuals, estates, and trusts, there shall be added to 

10 federal taxable income: 

11 (l)(i) interest income on obligations of any state other 

12 than Minnesota or a political or governmental subdivision, 

13 municipality, or governmental agency or instrumentality of any 

14 state other than Minnesota exempt from federal income taxes 

15 under the Internal Revenue Code or any other federal statute; 

16 and 

17 (ii) exempt-interest dividends as defined in section 

18 852(b)(5) of the Internal Revenue Code, except the portion of 

19 the exempt-interest dividends derived from interest income on 

20 obligations of the state of Minnesota or its political or 

21 governmental subdivisions, municipalities, governmental agencies 

22 or instrumentalities, but only if the portion of the 

23 exempt-interest dividends from such Minnesota sources paid to 

24 all shareholders represents 95 percent or more of the 

25 exempt-interest dividends that are paid by the regulated 

26 investment company as defined in section 85l(a) of the Internal 

27 Revenue Code, or the fund of the regulated investment compa~y as 

28 defined in section 85l(g) of the Internal Revenue Code, making 

29 the payment; and 

30 (iii) for the purposes of items (i) and (ii), interest on 

31 obligations of an Indian tribar·government described in section 

32 787l(c) of the Internal Revenue Code shall be treated as 

33 interest income on obligations of the state in which the tribe 

34 is located; 

35 (2) the amount of income or sales and use taxes paid or 

36 accrued within the taxable year under this chapter and income or 
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1 sales and use taxes paid to any other state or to any province 

2 or territory of Canada, to the extent allowed as a deduction 

3 under section 63(d) of the Internal Revenue Code, but the 

4 addition may not be more than the amount by which the itemized 

5 ·deductions as allowed under section 63(d) of the Internal 

6 Revenue Code exceeds the amount of the standard deduction as 

7 defined in section 63(c) of the Internal Revenue Code of 1986, 

8 as amended through June 15, 2003. For the purpose of this 

9 paragraph, the disallowance of itemized deductions under section 

10 68 of the Internal Revenue Code of 1986, income or sales and use 

11 tax is the last itemized deduction disallowed; 

12 (3) the capital gain amount of a lump sum distribution to 

13 which the special tax under section 1122(h)(3)(B)(ii) of the Tax 

14 Reform Act of 1986, Public Law 99-514, applies; 

15 (4) the amount of income taxes paid or accrued within the 

16 taxable year under this chapter and income taxes paid to any 

17 other state or any province or territory of Canada, to the 

18 extent allowed as a deduction in determining federal adjusted 

19 gross income. For the purpose of this paragraph, income taxes 

20 do not include the taxes imposed by sections 290.0922, 

21 subdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729; 

22 (5) the amount of expense, interest, or taxes disallowed 

23 pursuant to section 290.10; 

24 (6) the amount of a partner's pro rata share of net income 

25 which does not flow through to the partner because the 

26 partnership elected to pay the tax on the income under section 

27 6242(a)(2) of the Internal Revenue Code; and 

28 (7) 80 percent of the depreciation deduction allowed under 

29 section 168(k) of the Internal Revenue Code. For purposes of 

30 this clause, if the taxpayer has an activity that in the taxable 

31 year generates a deduction for clepreciation under section 168 ( k) 

32 and the activity generates a loss.for the taxable year that the 

33 taxpayer is not allowed to claim for the taxable year, "the 

34 depreciation allowed under section 168(k)" for the taxable year 

35 is limited to excess of the depreciation claimed by the activity 

36 under section 168(k) over the amount of the loss from the 
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1 activity that is not allowed in the taxable year. In succeeding 

2 taxable years when the losses not allowed in the taxable year 

3 are allowed, the depreciation under section 168(k) is allowedL 

4 (8) 80 percent of the amount by which the deduction allowed 

5 by-section 179 of the Internal Revenue Code exceeds the 

6 deduction allowable by section 179 of the Internal Revenue Code 

7 of 1986, as amended through December ·31, 2003; 

8 (9) to the extent deducted in computing federal taxable 

9 income, the amount of the deduction allowable under section 199 

10 of the Internal Revenue Code; 

11 (10) to the extent deducted in computing federal taxable 

12 income, the amount by which the standard deduction allowed under 

13 section 63(c) of the Internal Revenue Code exceeds the standard 

14 deduction allowable under section 63(c) of the.Internal Revenue 

15 Code of 1986, as amended through December 31, 2003; 

16 (11) the exclusion allowed under section 139A of the 

17 Internal Revenue Code for federal subsidies for prescription 

18 drug plans; and 

19 (12) the deduction or exclusion allowed under section 223 

20 of the Internal Revenue Code.for contributions to health savings 

21 accounts. 

22 [EFFECTIVE DATE.] This section is effective for tax years 

23 beginning after December 31, 2004, except the changes in clause 

24 (2) are effective for tax years beginning after December 31, 

25 2003. 

26 Sec. 4. Minnesota Statutes 2004, section 290.01, 

27 subdivision 19b, is amended to read: 

28 Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.] For 

29 individuals, estates, and trusts, there shall be subtracted from 

30 federal taxable income: 

31 (1) interest income on obligations-of any authority, 

32 commission, or instrumentality of the United States to the 

33 extent includable in taxable income for federal income tax 

34 purposes but exempt from state income tax under the laws of the 

35 United States; 

36 (2) if included in federal taxable income, the amount of 
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1 any overpayment of income tax to Minnesota or to any other 

2 state, for any previous taxable year, whether the amount is 

3 received as a refund or as a credit to another taxable year's 

4 income tax liability; 

s (3) the amount paid to others, less the amount used to 

6 claim the credit allowed under section 290.0674, not to exceed 

7 $1,625 for each qualifying child in grades kindergarten to 6 and 

8 $2,500 for each qualifying child in grades 7 to 12, for tuition, 

9 textbooks, and transportation of each qualifying child in 

10· attending an elementary or secondary school situated in 

11 Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, 

12 wherein a resident of this state may legally fulfill the state's 

13 compulsory attendance laws, which is not operated for profit, 

14 and which adheres to the provisions of the Civil Rights Act of 

15 1964 and chapter 363A. For the purposes of this clause, 

16 "tuition" includes fees or tuition as defined in section 

17 · 290.0674, subdivision 1, clause (1). As used in this clause, 

18 "textbooks" includes books and other instructional materials and 

19 equipment purchased or leased for use.in elementary and 

20 secondary schools in teaching only tho·se subjects legally and 

21 commonly taught in public elementary and secondary schools in 

22 this state. Equipment expenses qualifying for deduction 

23 includes expenses as defined and limited in section 290.0674, 

24 subdivision 1, clause (3). "Textbooks" does not include 

25 instructional books and materials used in the teaching of 

26 religious tenets, doctrines, or worship, the purpose of which is 

27 to instill such tenets, doctrines, or worship, nor does it 

28 include books or materials for, or transportation to, 

29 extracurricular activities including sporting events, musical or 

30 dramatic events, speech activities, driver's education, or 

31 similar programs. For purposes~·of the subtraction provided by 

32 this clause, "qualifying child" has the meaning given in section 

33 32(c)(3) of the Internal Revenue Code; 

34 (4r income as provided under section 290.0802; 

35 (5) to the extent included in federal adjusted gross 

36 income, income realized on disposition of property exempt from 
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l tax under section 290.491; 

2 ( 6) to the extent included in federal taxa·ble income, 

3 postservice benefits for youth community service under section 

4 124D.42 for volunteer service under United States Code, title 

5 42, sections 12601 to 12604; 

6 (7) to the extent not deducted in determining federal 

7 . taxable income by an individual who does not itemize deductions 

8 for federal income tax purposes for the taxable year, an amount 

9 equal to 50 percent of the excess of charitable contributions 

10 over $500 allowable as a deduction for the taxable year under 

11 section 170(a) of the Internal Revenue Code ever-$599 and under 

12 the provisions of Public Law 109-1; 

13 (8) for taxable years beginning before January 1, 2008, the 

14 amount of the federal small ethanol producer credit allowed 

15 under section 40(a)(3) of the Internal Revenue Code which is 

16 included in gross income under section 87 of the Internal 

17 Revenue Code; 

18 (9) for· individuals who are allowed a federal foreign tax 

19 credit for taxes that do not qualify for a credit under section 

20 290.06, subdivision 22, an amount equal to the carryover of 

21 subnational foreign taxes for the taxable year, but not to 

22 exceed the total subnational foreign taxes reported in claiming 

23 the foreign tax credit. For purposes of this clause, "federal 

24 foreign tax credit" means the credit allowed under section 27 of 

25 the Internal Revenue Code, and "carryover of subnational foreign 

26 taxes" equals the carryover allowed under section 904(c) of the 

27 Internal Revenue Code minus national level foreign taxes to the 

28 . extent they exceed the federal foreign tax credit; 

29 (10) in each of the five tax years immediately following 

30 the tax year in which an addition is required under subdivision 

31 19a, clause (7), an amount equai' to one"'!"fifth of the delayed 

32 depreciation. For purposes of this clause, "delayed 

33 depreciation" means the amount of the addition made by the 

34 taxpayer under subdivision 19a, clause (7), minus the positive 

35 value of any net operating .loss under section 172 of the 

36 Internal Revenue Code generated for the tax year of the 
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l addition. The resulting delayed depreciation cannot be less 

2 than zero; end 

3 {11) job opportunity building zone. income as provided under 

4 section 469.316•L 

5 {12) in each of the five tax years immediately following 

6 the tax year in which an addition is required under subdivision 

7 19a, clause. (8), or 19c, clause (17), in the case of a 

8 shareholder of a corporation that is an S corporation, an amount 

9 egual to one-fifth of the addition made by the taxpayer under 

10 subdivision 19a, clause (8), or 19c, 'clause (17), in the case of 

11 a shareholder of a corporation that is an S corporation, minus 

12 the positive value of any net operating loss under section 172 

13 of the Internal Revenue Code generated for the tax year of the 

14 addition. If the net operating loss exceeds the addition for 

15 the tax year, a subtraction is not allowed under this clause; 

16 (13) to the extent included in federal taxable income, 

17 compensation paid to a service member as defined in United 

18 States Code, title 10, section 10l(a)(5), for military service 

19 as defined in the Service Member Civil Relief Act, Public Law 

20 108-189, section. 101{2), and compensation paid for state active 

21 service as defined in section 190.05, subdivision Sa, clauses 

22 (1) and (3), or federally funded state active service as defined 

23 in section 190.05, subdivision Sb. This subtraction does not 

24 apply to retirement income as defined in section 290.17, 

25 subdivision 2, paragraph (a), clause {3); and 

26 {14) distributions from a health savings account to the 

27 extent the distributions are for the return of amounts added 

28 back under subdivision 19a, clause (12), but only to the extent 

29 that the amount of the distribution would have been deductible 

30 under section 213 of the Internal Revenue Code for that taxable 

31 year. For the purposes of this:~lause,-distributions are 

32 considered to be made from contributions subject to the add-back. 

33 [EFFECTIVE DATE.] This section is effective for tax years 

34 beginning after December 31, 2004, except the change to clause 

35 {7) is effective for tax years beginning after December 31, 2003. 

36 Sec. 5. Minnesota Statutes 2004, section 290.01, 
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1 subdivision 19c, is amended to read: 

2 Subd. 19c. [CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE 

3 INCOME.] For corporations·, there shall be added to federal 

4 taxable income: 

5 (1) the amount of any deduction taken for federal income 

6 tax purposes for income, excise, or franchise taxes based on net 

7 income or related minimum taxes, including but not limited to 

8 the tax imposed under section 290.0922, paid by the corporation 

9 to Minnesota, another state, a political subdivision of another 

10 state, the District of Columbia, or any foreign country or 

11 possession of the United States; 

12 (2) interest not subject to federal tax upon obligations 

13 of: the United States, its possessions, its agencies, or its 

14 instrumentalities; the state of Minnesota or any other state, 

15 any of its political or governmental subdivisions, any of its 

16 municipalities, or any of its governmental agencies or 

17 instrumentalities; the District of Columbia; or Indian tribal 

18 governments; 

19 ( 3) exempt-intere.st dividends receiv·ed as defined in 

20 section 852(b)(5) of the Internal Revenue Code; 

21 (4) the amount of any net operating loss deduction taken 

22 for federal income tax purposes under section 172 or 832(c)(l0) 

23 of the Internal ·Revenue Code or operations loss deduction under 

24 section 810 of the Internal Revenue Code; 

25 (5) the amount of any special deductions taken for federal 

26 income tax purposes under sections 241 to 247 of the Internal 

27 Revenue Code; 

28 (6) losses from the business of mining, as defined in 

29 section 290.05, subdivision 1, clause (a), that are not subject 

30 to Minnesota income tax; 

31 (7) the amount of any capital losses deducted for federal 

32 income tax purposes under sections 1211 and 1212 of the Internal 

33 Revenue Code; 

34 (8) the exempt foreign trade income of a foreign sales 

35 corpQration under sections 92l(a) and 291 of ~he Internal 

36 Revenue Code; 
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1 (9) the amount of percentage depletion deducted under 

2 sections 611 through 614 and 291 of t.he Internal Revenue Code; 

3 (10) for certified pollution control facilities placed in 

4 service in a taxable year beginning before December 31, 1986, 

5 and for which amortization deductions were elected under section 

6 169 of the Internal Revenue Code of 1954, as amended through 

7 December 31, 1985, the amount of the amortization deduction 

8 allowed in computing federal taxable income for those 

9 facilities; 

10 (11) the amount of any deemed dividend from a foreign 

11 operating corporation determined pursuant to section 290.17, 

12 subdivision 4, paragraph (g); 

13 (12) the amount of any environmental tax paid under section 

14 59(a) of the Internal Revenue Code; 

15 (13) the amount of a partner's pro rata share of net income 

16 which does not flow through to the partner because the 

17 partnership elected to pay the tax on the income under section 

18 6242(a)(2) of the Internal Revenue Code; 

19 (14) the amount of net income excluded under section 114 of 

20 the Internal Revenue Code; 

21 (15) any increase in subpart F income, as defined in 

22 section 952(a) of the Internal Revenue Code, for the taxable 

23 year when subpart F income is calculated without regard to the 

24 provisions of section 614 of Public Law 107-147; and 

25 (16) 80 percent of the depreciation deduction allowed under 

26 section 168(k) of the Internal Revenue Code. For purposes of 

27 this clause, if the taxpayer has an activity that in the taxable 

28 year generates a deduction for depreciation under section 168(k) 

29 and the activity generates a loss for the taxable year that the 

30 taxpayer is not allowed to claim for the taxable year, "the 

31 depreciation allowed under section 168(k)" for the taxable year 

32 is limited to excess of the depreciation claimed by the activity 

33 under section 168(k) over the amount of the loss from the 

34 activity that is not allowed in the taxable year. In succeeding 

35 taxable years when the losses ·not allowed in the taxable year 

36 are allowed, the depreciation under section 168(k) is allowed; 
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1 {17) 80 percent of the amount by which the deduction 

2 allowed by section 179 of the Internal Revenue Code exceeds the 

3 deduction allowable by section 179 of the Internal Revenue Code 

4 of 1986, as amended through December 31, 2003; and 

5 (18) to the extent deducted in computing federal taxable 

6 income, the amount of the deduction allowable under section 199 

7 of the Internal Revenue Code. 

8 [EFFECTIVE DATE.] This section is effective for tax years 

9 beginning after December 31, 2004. 

10 Sec. 6. Minnesota Statutes 2004, section 290.01, 

11 subdivision 19d, is amended to read: 

12 Subd. 19d. [CORPORATIONS; MODIFICATIONS DECREASING FEDERAL 

13 TAXABLE INCOME.] For corporations, there shall be subtracted 

14 from federal taxable income after the increases provided in 

15 subdivision 19c: 

16 {l) the amount of foreign dividend gross-up added to gross 

17 income for federal income tax purposes under section 78 of the 

18 Internal Revenue Code; 

19 (2) the amount of salary expense not allowed for federal 

20 income tax purposes due to claiming the federal jobs credit 

21 under section 51 of the Internal Revenue Code; 

22 (3) any dividend (not including any distribution in 

23 liquidation) paid within the taxable year by a national or state 

24 bank to the United States, or to any instrumentality of the 

25 United States exempt from federal income taxes, on the preferred 

26 stock of the bank owned by the United States or the 

27 instrumentality; 

28 (4) amounts disallowed for intangible drilling costs due to 

29 differences between this chapter and the Internal Revenue Code 

30 in taxable years beginning before January 1, 1987, as follows: 

31 (i) to the extent the disallowed costs are represented by 

32 physical property, an amount equal to the allowance for 

33 depreciation under Minnesota Statutes 1986, section 290.09, 

34 subdivision 7, subject to the modifications contained in 

35 · subdivision 19e; and 

36 (ii) to the extent the disallowed costs are not represented 
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1 by physical property, an amount equal to the allowance for cost 

2 depletion under Minnesota Statutes 1986, section 290.09, 

3 subdivision 8; 

4 (5) the deduction for capital losses pursuant to sections 

5 1211 and 1212 of the Internal Revenue Code, except that: 

6 (i) for capital losses incurred in taxable years beginning 

7 after December 31, 1986, capital loss carrybacks shall not be 

8 allowed; 

9 (ii) for capital losses incurred in taxable years beginning 

10 after December 31, 1986, a capital loss carryover to each of the 

11 15 taxable years succeeding the loss year shall be allowed; 

12 (iii) for capital losses incurred in taxable years 

13 beginning before January 1, 1987, a capital loss carryback to 

14 each of the three taxable years preceding the loss year, subject 

15 to the provisions of Minnesota Statutes 1986, section 290.16, 

16 shall be allowed; and 

17 (iv) for capital losses incurred in taxable years beginning 

18 before January 1, 1987, a capital loss carryover to each of the 

19 five taxable years succeeding the loss year to the extent such 

20 loss was not used in a prior taxable year and subject to the 

21 provisions of Minnesota Statutes 1986, section 290.16, shall be 

22 allowed; 

23 (6) an amount for interest and expenses relating to income 

24 not taxable for federal income tax purposes, if (i) the income 

25 is taxable under this chapter and (ii) the interest and expenses 

26 were disallowed as deductions under the provisions of section 

27 17l(a)(2), 265 or· 291 of the Internal Revenue Code in computing 

·28 federal taxable income; 

29 (7) in the case of mines, oil and gas wells, other natural 

30 deposits, and timber for which percentage depletion was 

31 disallowed pursuant to subdivision 19c,-clause (11), a 

32 reasonable allowance for depletion based on actual cost. In the 

33 case of leases the deduction must be apportioned between the 

34 lessor and lessee in accordance with rules prescribed by the 

35 commissioner. In the case of property held in trust, the 

36 allowable deduction must be apportioned between the income 
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1 beneficiaries and the trustee in accordance with the pertinent 

2 provisions of the trust, or if there is no provision in the 

3 instrument, on the basis of the trust's income allocable to 

4 each; 

5 (8) for certified pollution control facilities placed in 

6 service.in a taxable year beginning before December 31, 1986, 

7 and for which amortization deductions were elected under section 

8 169 of the Internal Revenue Code of 1954, as amended through 

9 December 31, 1985, an amount equal to the allowance for 

10 depreciation under Minnesota Statutes 1986, section 290.09, 

11 subdivision 7; 

12 (9) amounts included in federal taxable income that are due 

13 to refunds of income, excise, or franchise taxes based on net 

14 income or related minimum taxes paid by the corporation to 

15 Minnesota, another state, a political subdivision of another 

16 state, the District of Columbia, or a foreign country or 

17 possession of the United States to the extent that the taxes 

18 were added to federal.taxable income under section 290.01, 

19 subdivision 19c, clause (1), in a prior taxable year; 

20 (10) 80 percent of royalties, fees, or other like income 

21 accrued or received from a foreign operating corporation or a 

22 foreign corporation which is part of the same unitary business 

23 as the receiving corporation; 

24 (11) income or gains from the business of mining as defined 

25 in section 290.05, subdivision 1, clause (a), that are not 

26 subject to Minnesota franchise tax; 

27 (12) the amount of handicap access expenditures in the 

28 taxable year which are not allowed to be deducted or capitalized 

29 under section 44(d)(7) of the Internal Revenue Code; 

30 (13) the amount of qualified research expenses not allowed 

31 for federal income tax purposes:·under section 280C(c) of the 

32 Internal Revenue Code, but only to the extent that the amount 

33 exceeds the amount of the credit allowed under section 290.068; 

34 (14) the amount of salary expenses not allowed for federal 

35 income tax purposes due to claiming the Indian employment credit 

36 under section 45A(a) of the Internal Revenue Code; 
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1 (15) the amount of any refund of environmental taxes paid 

2 under section 59A of the Internal Revenue Code; 

3 (16) for taxable years beginning before January 1, 2008, 

4 the amount of the federal small ethanol producer credit allowed 

5 under section 40(a)(3) of the Internal Revenue Code which is 

6 included in gross income under section 87 of the Internal 

7 Revenue Code; 

8 (17) for a corporation whose foreign sales corporation, as 

9 defined in section 922 of the Internal Revenue Code, constituted 

10 a foreign operating corporation during any taxable year ending 

11 before January 1, 1995, and a return was filed by August 15, 

12 1996, claiming the deduction under section 290.21, subdivision 

13 4, for income received from the foreign operating corporation, 

14 an amount equal to·l.23 multiplied by the amount of income 

15 excluded under section 114 of the Internal Revenue Code, 

16 provided the income is not income of a foreign operating 

17 company; 

18 (18) any decrease in subp~rt F income, as defined in 

19 section 952(a) of the Internal Revenue Code, for the taxable 

20 year when subpart F income is calculated without regard to the 

21 provisions of section 614 of Public Law 107-147; ana 

22 (19) in each of the five tax years immediately following 

23 the tax year in which an addition is required under subdivision 

24 19c, clause (16), an amount equal to one-fifth of the delayed 

25 depreciation. For purposes of this clause, "delayed 

26 depreciation" means the amount of the addition made by the 

27 taxpayer under subdivision 19c, clause (16). The resulting 

28 delayed depreciation cannot be less than zero; and 

29 (20) in each of the five tax years immediately following 

30 · the tax year in which an addition is required under subdivision 

31 19c, clause (17), an amount equal to one-fifth of the amount of 

32 the addition. 

33 [EFFECTIVE DATE.] This section is effective for tax years 

34 beginning after December 31, 2004. 

35 Sec. 7. Minnesota Statutes 2004, section 290.01, 

36 subdivision 31, is amended to read: 
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1 Subd. 31. [INTERNAL REVENUE CODE.] Unless specifically 

2 defined otherwise, "Internal Revenue Code" means the Internal 

3 Revenue Code of 1986, as amended through attne-%57-%993 December 

4 31, 2004. 

5 [EFFECTIVE DATE.] This section is effective the day 

6 following final enactment except the changes incorporated by 

7 federal changes are effective at the same times as the changes 

8 were effective for federal purposes. 

9. Sec. 8. Minnesota Statutes 2004, section 290.032, 

10 subdivision 1, is amended to read: 

11 Subdivision 1. [IMPOSITION.] There is hereby imposed as an 

12 addition to the annual income tax for a taxable year of a 

13 taxpayer in the classes described in section·290.03 a tax with 

14 respect to any distribution received by such taxpayer that is 

15 treated as a lump sum distribution under section 49itdt-o£-the 

16 %nterna%-Reventte-eode 140l(c)(2) of the Small Business Job 

17 Protection Act, Public Law 104-188 and.that is subject to tax 

18 for such taxable year under section 49ifdt-o£-the-%nternai 

19 Reventte-eode 140l(c)(2) of the Small Business Job Protection 

20 Act, Public Law 104-188. 

21 [EFFECTIVE DATE.] This section is effective for tax years 

22 beginning after December 31, 1999. 

23 Sec. 9. Minnesota Statutes 2004, section 290.032, 

24 subdivision 2, is amended to read: 

25 Subd. 2. [COMPUTATION.] The amount of tax imposed by 

26 subdivision 1 shall be computed in the same way as the tax 

27 imposed under section 402(d) of the Internal Revenue Code of 

28 1986, as amended through December 31, 1995, except that the 

29 initial separate tax shall be an amount equal to five times the 

30 tax which would be imposed by section 290.06, subdivision 2c, if 

31 the recipient was an unmarried i·ndividual, and the taxable net 

32 income was an amount equal to one-fifth of the excess of 

33 (i) the total taxable amount of the lump sum distribution 

34 for the year, over 

35 (ii) the minimum distribution allowance, and except that 

36 references in section 402(d) of the Internal Revenue Code of 
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1 1986, as amended through December 31, 1995, to paragraph (l)(A) 

2 thereof ·shall instead be references to subdivision 1, and the 

3 excess, if any, of the subtraction base amount over federal 

4 taxable income for a qualified individual as provided under 

5 section 290.0802, subdivision 2. 

6 [EFFECTIVE DATE.] This section is effective for tax years 

7. beginning after December 31, 1999. 

8 Sec. 10. Minnesota Statutes 2004, section 290.06, 

9 subdivision 2c, is amended to read: 

10 Subd. 2c. [SCHEDULES OF RATES FOR INDIVIDUALS, ESTATES, 

11 AND TRUSTS.] (a) The income taxes imposed by this chapter upon 

12 married individuals filing joint returns and surviving spouses 

13 as defined in section 2(a) of the Internal Revenue Code must be 

14 computed by applying to their taxable net income the following 

15 schedule of rates: 

16 (1) On the first $25,680, 5.35 percent; 

17 (2) On all over $25,680, but not over $102,030, 7.05 

18 percent; 

19 (3) On all over $102,030, 7.85 percent. 

20 Married individuals filing separate returns, estates, and 

21 trusts must compute their income tax by applying the above rates 

22 to their taxable income, except that the income brackets will be 

23 one-half of the above amounts. 

24 (b) The income taxes imposed by this chapter upon unmarried 

25 individuals must be co~puted by applying to taxable net income 

26 the following schedule of rates: 

27 (1) On the first $17,570, 5.35 percent; 

28 (2) On all over $17,570, but not over $57,710, 7.05 

29 percent; 

30 (3) On all over $57,710, 7.85 percent. 

31 ( c) Th·e income taxes impose·d by this chapter upon unmarried 

32 individuals qualifying as a head of household as defined in 

33 section 2(b) of the Internal Revenue Code must be computed by 

34 applying to taxable net income the following schedule of rates: 

35 (1) On the first $21,630, 5.35 percent; 

36 (2) On all over $21,630, but not over $86,910, 7.05 

Article 6 Section 10 86 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 percent; 

2 (3) On all over $86,910, 7.85 percent. 

3 (d) In lieu of a tax computed according to the rates set 

4 forth in this subdivision, the tax of any individual taxpayer 

5 whose taxable net income for the taxable year is less than an 

6 amount determined by the commissioner must be computed in 

7 accordance with tables prepared and issued by the commissioner 

8 of revenue based on income brackets of not more than $100. The 

9 amount of tax for each bracket shall be computed at the rates 

10 set forth in this subdivision, provided that the commissioner 

11 may disregard a fractional part of a dollar unless it amounts to 

12 50 cents or more, in which case it may be increased to $1. 

13 (e) An individual who is not a Minnesota resident for the 

14 entire year must compute the individual's Minnesota income tax 

15 as provided in this subdivision. After the application of the 

16 nonrefundable credits provided in this chapter, the tax 

17 liability must then be multiplied by a fraction in which: 

18 (1) the numerator is the individual's Minnesota source 

19 federal adjusted gross income as defined in section 62 of the 

20 Internal Revenue Code and--increased by the additions required 

21 under section 290.01, subdivision 19a, clauses (1), (5), and 

22 (6), (7), (8), and (9), and reduced by the subtraction under 

23 section 290.01, subdivision 19b, clause (11), and the Minnesota 

24 assignable portion of the subtraction for United States 

25 government interest under section 290.01, subdivision 19b, 

26 clause (1), and the subtractions under clauses (10), (11), (12), 

27 and (13), after applying the allocation and assignability 

28 provisions of section 290.081, clause (a), or 290.17; and 

29 (2) the denominator is the individual's federal adjusted 

30 gross income as defined in section 62 of the Internal Revenue 

31 Code of_ 1986, increased by the amounts specified in section 

32 290.01, subdivision 19a, clauses (1), (5), and (6), (7), (8), 

33 and (9), and reduced by the amounts specified in section 290.01, 

34 subdivision 19b, clauses (1) and, (10), (11), (12), and (13). 

35 [EFFECTIVE DATE.] This section is effective for tax years 

36 beginning after December 31, 2004. 
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1 Sec. 11. Minnesota Statutes 2004, section 290.067, 

2 subdivision 1, is amended to read: 

3 Subdivision 1. [AMOUNT OF CREDIT.] (a) A taxpayer may take 

4 as a credit against the tax due from the taxpayer and a spouse, 

5 if any, under this chapter an amount equal to the dependent care 

6 credit for which the taxpayer is eligible pursuant to the 

7 provisions of section 21 of the Internal Revenue Code subject to 

8 the limitations provided in subdivision 2 except that in 

9 determining whether the child qualified as a dependent, income 

10 received as a Minnesota family investment program grant or 

11 allowance to or on behalf of the child must not be taken into 

12 account in determining whether the child received more than half 

13 of the child's support from the taxpayer, and the provisions of 

14 section 32(b_)(l)(D) of the Internal Revenue Code do not apply. 

15 (b) If a child who has not attained the age of six years at 

16 the close of the taxable year is cared for at a licensed family 

17 day care home operated by the child's parent, the taxpayer is 

18 deemed to have paid employment-related expenses. If the child 

19 is 16 months old or younger at the close of the taxable year, 

20 the amount of expenses deemed to have been paid equals ·the 

21 maximum limit for one qualified individual under section 2l(c) 

22 · and (d) of the Internal Revenue Code. If the child is older 

23 than 16 months of age but has not attained the age of six years 

24 at the close of the taxable year, the amount of expenses deemed 

25 to have been paid equals the amount the licensee would charge 

26 for the care of· a child of the same age for the same number of 

27 hours of care. 

28 (c) If a married couple: 

29 (1) has a child who has not attained-the age of one year at 

30 the close of the taxable year; 

31 (2) files a joint tax return for the taxable year; and 

32 (3) does not participate in a dependent care assistance 

33 program as defined in section 129 of the Internal Revenue Code, 

34 in lieu of the actual employment related expenses paid for that 

35 child under paragraph (a) or the deemed amount under paragraph 

36 (b), the lesser of (i) the combined earned income of the couple 
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1 or (ii) the amount of the maximum limit for one qualified 

2 individual under section 2l(c) and (d) of the Internal Revenue 

3 Code will be deemed to be the employment related expense paid 

4 for that child. The earned income limitation of section 2l(d) 

5 of the Internal Revenue Code shall not apply to this deemed 

6 amount. These deemed amounts apply regardless of whether any 

7 employment-related expenses have been paid. 

8 (d) If the taxpayer is not required and does not file a 

9 federal individual income tax return for the tax year,· no credit 

10 is allowed for any amount paid to any person unless: 

11 (1) the name, address, and taxpayer identification number 

12 of the person are included on the return claiming the credit; or 

13 (2) if the person is an organization described in section 

14 50l(c)(3) of the Internal Revenue Code and exempt from tax under 

15 section 50l(a) of the Internal Revenue Code, the name and 

16 address of the person are included on the return claiming the 

17 credit. 

18 In the case of a failure to provide the information required 

19 under the preceding sentence, the preceding sentence does not 

20 apply if it is shown that the taxpayer exercised due diligence 

21 in attempting to provide the information required. 

22 In the case of a nonresident, part-year resident, or a 

23 person who has earned income not subject to tax under this 

24 chapter including earned income excluded pursuant to section 

25 290.01, subdivision 19b, clause (11), the credit determined 

26 under section 21 of the Internal Revenue Code must be allocated 

27 based on the ratio by which the earned income of the claimant 

28 and the claimant's spouse from Minnesota sources bears to the 

29 total earned income of the claimant and the claimant's spouse. 

30 For residents of Minnesota, the exclusion of combat pay 

31 under section 112 of the Internal Revenue Code and the 

32 subtraction for military pay under section 290.01, subdivision 

33 19b, clause (13), are not considered "earned income not subject 

34 to tax under this chapter." 

35 [EFFECTIVE DATE.] This sectiop is effective for tax years 

36 beginning after December 31, 2004. 
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1 Sec. 12. Minnesota Statutes 2004, section 290.067, 

2 subdivision 2a, is amended to read: 

3 Subd. 2a. [INCOME.] (a) For purposes of this section, 

4 11 income" means the sum of the following: 

5 (1) federal adjusted gross income as defined in section 62 

6 of the Internal Revenue Code; and 

7 (2) the sum of the following amounts to the extent not 

8 included in clause (1): 

9 (i) all nontaxable income; 

10 (ii) the amount of a passive activity loss that is not 

11 disallowed as a result of section 469, paragraph (i) or (m) of 

12 the Internal Revenue. Code and the amount of passive activity 

13 loss carryover allowed under section 469(b) of the Internal 

14 Revenue Code; 

15 (iii) an amount equal to the total of any discharge of 

16 qualified farm indebtedness of a solvent individual excluded 

17 from gross income under section 108(g) of the Internal Revenue 

18 Code; 

19 (iv) cash public assistance and relief; 

20 (v) any pension or annuity (including railroad retirement 

21 benefits, all payments received under the federal Social 

22 Security Act, supplemental security income, and veterans 

23 benefits), which was not exclusively funded by the claimant or 

24 spouse, or which was funded exclusively by the claimant or 

25 spouse and which funding payments were excluded from federal 

26 adjusted gross income in the years when the payments were made; 

27 (vi) interest received from the federal or a state 

28 government or any instrumentality or political subdivision 

29 thereof; 

·30 (vii) workers• compensation; 

31 (viii) nontaxable strike benefits;. 

32 (ix) the gross amounts of payments received in the nature 

33 of disability income or sick pay as a result ot accident, 

34 sickness, or other disability, whether funded through insurance 

35 or otherwise; 

36 (x) a lump sum distribution under section 402(e)(3) of the 
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1 Internal Revenue Code of 1986, as-amended through December 31, 

2 1995; 

3 (xi) contributions made by the claimant to an individual 

4 retirement account, including a qualified voluntary employee 

5 contribution; simplified employee pension plan; self-employed 

6 retirement plan; cash or deferred arrangement plan under section 

7 401 ( k) of the Internal Revenue Code.; or deferred compensation 

8 plan under section 457 of the Internal Revenue Code; and 

9 (xii) nontaxable scholarship or fellowship grants; 

10 (xiii) the amount of deduction allowed under section 199 of 

11 the Internal Revenue Code; and 

12 (xiv) the amount of deduction allowed under section 220 or 

13 223 of the Internal Revenue Code. 

14 In the case of an individual who files an income tax return 

15 on a fiscal year basis, the term "federal adjusted gross income" 

16 means federal adjusted gross income reflected in the fiscal year 

17 ending in the next calendar year. Federal adjusted gross income 

18 may not be reduced by the amount of a net operating loss 

19 carryback or carryforward or a capital loss carryback or 

20 carryforward allowed for the year. 

21 (b) "Income" does not include-: 

22 (1) amounts excluded pursuant to the Internal Revenue Code, 

23 sections lOl(a) and 102; 

24 (2) amounts of any pension or annuity that were exclusively 

25 funded by the claimant or spouse if the funding payments were 

26 not excluded from fe.deral adjusted gross income in the years 

27 when the payments were made; 

28 (3) surplus food or other relief in kind supplied by a 

29 governmental agency; 

30 (4) relief granted under chapter 290A; 

31 ( 5) child support payments". ·received under a temporary or 

32 final decree of dissolution or legal separation; and 

33 (6) restitution payments received by eligible individuals 

34 and excludable interest as defined in section 803 of the 

35 Economic.Growth and Tax Relief Reconciliation-Act of 2001, 

36 Public Law 107-16. 
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1 [EFFECTIVE DATE.] This section is effective for tax ~ears 

2 beginning after December 31, 2003. 

3 Sec. 13. Minnesota Statutes 2004, section 290.0671, 

4 subdivision 1, is amended to read: 

5 Subdivision 1. [CREDIT ALLOWED.] (a) An individual is 

6 allowed a credit against the tax imposed by this chapter equal 

7 to a percentage of earned income. To receive a credit, a 

8 taxpayer must be eligible for a credit under section 32 of the 

9 Internal Revenue Code. 

10 (b) For individuals with no qualifying children, the credit 

11,' equals 1. 9125 percent of the first $4, 620 of earned income. The 

12 credit is reduced by 1.9125 percent of earned income or modified 

13 adjusted gross income, whichever is greater, in excess of 

14 $5,770, but in no case is the credit less than zero. 

15 (c) For individuals with one qualifying child, the credit 

16 equals 8.5 percent of the first $6,920 of earned income and 8.5 

17 percent of earned income over $12,080 but less than $13,450. 

18 The credit is reduced by 5.73 percent of earned income or 

19 modified adjusted gross income, whichever is greater, in excess 

20 of $15,080, but in no case is the credit less than zero. 

21 (d) For individuals with two or more qualifying children, 

22 the credit equals ten percent of the first $9,720 of earned 

23 income and 20 percent of earned income over $14,860 but less 

24 than $16,800. The credit is reduced by 10.3 percent of earned 

25 income or modified adjusted gross income, whichever is greater, 

26 in excess of $17,890, but in no case is the credit less than 

27 zero. 

28 (e) For a nonresident or part-year resident, the credit 

29 must be allocated based on the percentage calculated under 

30 section 290.06, subdivision 2c, paragraph (e). 

31 (f) For a person who was a·. ·resident for the entire tax year 

32 and has earned income not subject to tax under this chapter, 

33 including income excluded under section 290.01, subdivision 19b, 

34 clause (11), the credit must be allocated based on the ratio of 

35 federal adjusted gross income reduced by the earned income not 

36 subject to tax under this chapter over federal adjusted gross 
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1 income. For the purposes of this paragraph, the exclusion of 

2 combat pay under section 112 of the Internal Revenue Code and 

3 the subtraction for military pay under section 290.01, 

4 subdivision 19b, clause (13), are not considered "earned income 

5 not subject to tax under this chapter." 

6 (g) For tax years beginning after December 31, 2001, and 

7 before December 31, 2004, the $5,770 in paragraph (b), the 

8 $15,080 in paragraph (c), and the $17,890 in paragraph (d), 

9 after being adjusted for inflation under subdivision 7, are each 

10 increased by $1,000 for married taxpayers filing joint returns. 

11 (h) For tax years beginning after December 31, 2004, and 

12 before December 31, 2007, the $5,770 in paragraph (b), the 

13 $15,080 in paragraph (c), and the $17,890 in paragraph (d), 

14 after being adjusted for inflation under subdivision 7, are each 

15 increased by $2,000 for married taxpayers filing joint returns. 

16 (i) For tax years beginning after December 31, 2007, and 

17 before December 31, 2010, the $5,770 in paragraph (b), the 

18 $15,080 in paragraph (c), and the $17,890 in paragraph (d), 

19 after being adjusted for ~nflation under subdivision 7, are each 

20 increased by $3,000 for married taxpayers filing joint returns. 

21 For tax years beginning after December 31, 2008, the $3,000 is 

22 adjusted annually for inflation under subdivision 7. 

23 (j) The commissioner shall construct tables showing the 

24 amount of the credit at various income levels and make them 

25 available to taxpayers. The tables shall follow the schedule 

26 contained in this subdivision, except that 'the commissioner may 

27 · graduate the transition between income brackets. 

28 [EFFECTIVE DATE.] This section is effective for tax years 

29 beginning after December 31, 2004. 

30 Sec. 14. Minnesota Statutes 2004, section 290.0675, 

31 subdivision 1, is amended to read: 

32 Subdivision 1. [DEFINITIONS.] (a) For purposes of this 

33 section the following terms have the meanings given. 

34 (b) "Earned income" means the sum of the following, to the 

35 extent included in Minnesota taxable income: 

36 (1) earned income as defined in section 32(c)(2).of the 
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1 Internal Revenue Code; 

2 (2) income received from a retirement pension, 

3 profit-sharing, stock bonus, or annuity plan; and 

4 (3) Social Security benefits as defined in section 86(d)(l) 

5 of the Internal Revenue Code. 

6 (c) "Taxable income" means net income as defined in section 

7 290.01, subdivision 19. 

8 (d) 81 Earned income of lesser-earning spouse" means the 

9 earned income of the spouse with the lesser amount of earned 

10 income as defined.in paragraph (b) for the taxable year minus 

11 the sum of (i) the amount for one exemption under section 15l(d) 

12 of the Internal Revenue Code and (ii) one-half the amount of the 

13 standard deduction under section 63(c)(2)(A) and (4) of the 

14 Internal Revenue Code of 1986, as amended through December 31, 

15 2003. 

16 [EFFECTIVE DATE.] This section is effective for tax years 

17 beginning after December 31, 2004. 

18 Sec. 15. Minnesota Statutes 2004, section 290.091, 

19 subdivision 2, is amended to read: 

20 Subd. 2. [DEFINITIONS.] For purposes of the tax imposed by 

21 this section, the following terms have the meanings given: 

22 (a) "Alternative minimum taxable income" means the sum of 

23 the following for the taxable year: 

24 (1) the taxpayer's federal alternative minimum taxable 

25 income as defined in section 55(b)(2) of the Internal Revenue 

26 Code; 

27 (2) the taxpayer's itemized deductions allowed in computing 

28 federal alternative minimum taxable income, but excluding: 

29 (i) the charitable contribution deduction under section 170 

30 of the Internal Revenue Code to the extent that the deduction 

31 exceeds 1.0 percent of adjusted".gross income, as defined in 

32 section 62 of the Internal Revenue Code; 

33 (ii) the medical expense deduction; 

34 (iii) the casualty, theft, and disaster loss deduction; and 
-

35 (iv) the impairment-related work expenses of a disabled 

36 person; 
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l (3) for depletion allowances computed under section 613A(c) 

2 of the Internal Revenue Code, with respect to each property (as 

3 defined in section 614 of the Internal Revenue Code), to the 

4. extent not included in federal alternative minimum taxable 

5 income, the excess of the deduction for depletion allowable 

6 under section 611 of the Internal Revenue Code for the taxable 

7 year over the adjusted basis of the property at the end of the 

8 taxable year (determined without regard to the depletion 

9 deduction for the taxable year); 

10 (4) to the extent not included in federal alternative 

11 minimum taxable income, the amount of the tax preference for 

12 intangible drilling cost under section 57(a)(2) of the Internal 

13 Revenue Code determined without regard to subparagraph {E); 

14 (5). to the extent not included in federal alternative 

15 minimum taxable income, the amount of int-erest income as 

16 provided by section 290.01, subdivision 19a, clause (l); and 

17 (6) the amount of addition required by section 290.01, 

18 subdivision 19a, e±attse clauses (7), (8), and (9); 

19 less the sum of the amounts determined under the following: 

20 (1) interest income as defined in section 290.01, 

21 subdivision 19b, clause (l); 

22 (2) an overpayment of state income tax as provided by 

23 section 290.01, subdivision 19b, clause (2), to the extent 

24 included in federal alternative minimum taxable income; 

25 (3) the amount of investment interest paid or accrued 

26 within the taxable year on indebtedness to the extent that the 

27 amount does not exceed net investment income, as defined in 

28 section 163(d)(4) of the Internal Revenue Code. Interest does 

29 not include amounts deducted in computing federal adjusted gross 

30 income; and 

31 (4) amounts subtracted from federal taxable income as 

32 provided by section 290.01., subdivision 19b, clauses (10) andL 

33 (11), (12), and (13). 

34 In the case of an estate or trust, alternative minimum 

35 taxable income must be computed as provided in section 59(c) of 

36 the Internal Revenue Code. 
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1 (b) 11 Investment interest" means investment interest as 

2 defined in section 163(d)(3) of the Internal Revenue Code. 

3 (c) "Tentative minimum tax" equals 6.4 percent of 

4 alternative minimum taxable income after subtracting the 

5 exemptio~ amount determined under subdivision 3. 

6 (d) "Regular tax" means the tax that would be imposed under 

7 this chapter (without regard to this section and section 

a 290.032), reduced by the sum of the nonrefundable credits 

9 allowed under this chapter. 

10 (e) "Net minimum tax" means the minimum tax imposed by this 

11 section. 

12 [EFFECTIVE DATE.] This section is effective for tax years 

13 beginning after December 31, 2004. 

14 Sec. 16. Minnesota Statutes 2004, section.290A.03, 

15 subdivision 3, is amended to read: 

16 Subd. 3. [INCOME.] (1) "Income" means the sum of the 

17 following: 

18 (a) federal adjusted gross income as defined in the 

19 Internal Revenue Code; and 

20 (b) the sum of the following amounts to the extent not 

21 included in clause (a): 

22 (i) all nontaxable income; 

23 (ii) the amount of a passive activity loss that is not 

24 disallowed as a result of section 469, paragraph (i) or (m) of 

25 the Internal Revenue Code and the amount of passive activity 

26 loss carryover allowed under section 469(b) of the Internal 

27 Revenue Code; 

2a· (iii) an amount equal to the total of any discharge of 

29 qualified farm indebtedness of a solvent individual excluded 

30 _from gross income under section 108(g) of the Internal Revenue 

31 Code; 

32 (iv) cash public assistance and relief; 

33 (v) any pension or annuity (including railroad retirement 

34 benefits, all payments received under the federal Social 

35 Security Act, supplemental security income, and veterans 

36 benefits), which was not exclusively funded by the claimant or 
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1 spouse, or which was funded exclusively by the claimant or 

2 spouse and which funding payments were excluded from federal 

3 adjusted gross income in th~ years when the payments were made; 

4 (vi) interest received from the federal or a state 

5 government or any instrumentality or political subdivision 

6 thereof; 

7 (vii) workers• compensation; 

8 (viii) nontaxable strike benefits; 

9 (ix) the gross amounts of payments received in the nature 

10 of disability inco~e or sick pay as a result of accident, 

11 sickness, or other disability, whether funded through insurance 

12 or otherwise; 

13 (x) a.lump sum distribution under section 402(e)(3) of the 

14 Internal Reve.nue Code of 1986, as amended through December ·31, 

15 1995; 

16 (xi) contributions made by the claimant to an individual 

17 retirement account, including a qualified voluntary employee 

18 contribution; simplified employee pension plan; self-employed 

19 retirement plan; cash or deferred arrangement plan under section 

20 40l(k) of the Internal Revenue Code; or deferred compensation 

21 plan under section 457 of the Internal Revenue Code; and 

22 (xii) nontaxable scholarship or fellowship grantsL 

23 (xiii) the amount of deduction allowed under section 199 of 

24 the Internal Revenue Code; and 

25 (xiv) the amount of deduction allowed under section 220 or 

26 223 of the Internal Revenue Code. 

27 In the case of an individual who files an income tax return 

28 on a fiscal year basis, the term "federal adjusted gross income" 

29 shall mean federal adjusted gross income reflected in the fiscal 

30 year ending in the calendar year. Federal adjusted gross income 

31 shall not be reduced by the amount of a-net operating loss 

32 carryback or carryforward or a capital loss carryback or 

33 carryforward allowed for the year. 

34 (2) "Income" does not include: 

35 (a) amounts excluded pursuant to the Internal Revenue Code, 

36 sections lOl(a) and 102; 
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1 (b) amounts of any pension or annuity which was exclusively 

2 funded by the claimant or spouse and which funding payments were 

3 not excluded from federal adjusted gross income in the years 

4 when the payments were made; 

5 (c) surplus food or other relief in kind supplied by a 

6 governmental agency; 

7 (d) relief granted under this chapter; 

8 (e) child support payments r~ceived under a temporary or 

9 final decree of dissolution or lega~ separation; or 

10 (f) restitution payments received by eligible individuals 

11 and excludable interest as defined in section 803 of the 

12 Economic Growth and Tax Relief Reconciliation Act of 2001, 

13 Public Law 107-16. 

14 (3) The sum of the following amounts may be subtracted from 

15 income: 

16 (a) for the claimant's first dependent, the exemption 

17 amount multiplied by 1.4; 

18 (b) for the claimant's second dependent, the exemption 

19 amount multiplied by 1.3; 

20 (c) for the claimant's third dependent, the exemption 

21 amount multiplied by 1.2; 

22 (d) for the claimant's fourth dependent, the exemption 

23 amount multiplied by 1.1; 

24 (e) for the claimant•s fifth dependent, the exemption 

25 amount; and 

26 (f) if the claimant or claimant's spouse was disabled or 

27 attained the age of 65 on or before December 31 of the year for 

28 which the taxes were levied or rent paid, the exemption amount. 

29 For purposes of this subdivision, the "exemption amount" 

30 ,means the exemption amount under section 15l(d) of the Internal 

31 Revenue Code for the taxable year for which the income is 

32 reported. 

33 [EFFECTIVE DATE.] This section is effective for property 

34 tax refunds based on household income for 2004 and thereafter. 

35 Sec. 17. Minnesota Statutes 2004, section 290A.03, 

36 subdivision 15, is amended to read: 
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1 Subd .. 15 .. [INTERNAL REVENUE CODE .. ] "Internal Revenue Code" 

2 means the Internal Revenue Code of 1986, as amended through attne 

3 %5,-%693 December 31, 2004 .. 

4 [EFFECTIVE DATE.] This section is effective for property 

5 tax refunds based on property taxes payable on or after December 

6 31, 2004, and rent paid on or after December 31, 2003 .. 

7 Sec .. 18 .. [PREEMPTION .. ] 

8 If a bill styled as S .. F .. No .. 1209 is enacted during the 

9 2005 legislative session, and includes federal update 

10 provisions, the provisions of that act relating to federal 

11 updates are repealed. 

12 ARTICLE 7 

13 SALES TAX - SF1683 

14 Section 1. Minnesota Statutes 2004, section 289A.ll, 

15 subdivision 1, is amended to read: 

16 Subdivision 1.. [RETURN REQUIRED.] Except as provided in 

17 section 289A.18, sttbd±v±s±en subdivisions 4 and 4a, for the 

18 month in which taxes imposed by chapter 297A are payable, or for 

19 which a return is due, a return for the preceding reporting 

20 period must be filed with the commissioner in the form and 

21 manner the commissioner prescribes. A person making sales at 

22 retail at two or more places of business may file a consolidated 

23 return subject to rules prescribed by the commissioner. In 

24 computing the dollar amount of items on the return, the amounts 

25 are rounded off to the nearest whole dollar, disregarding 

26 amounts less than 50 cents and increasing amounts of 50 cents to 

27 99 cents to the next highest dollar. 

28 Neew±ehstand±ng-eh±s-sttbd±v±s±en,-a-persen-whe-±s-nee 

29 reqtt±red-ee-he%d-a-sa%es-eax-perm±e-ttnder-ehapter-%9TA-and-whe 

30 makes-anntta%-pttrehases-e£-%ess-than-$%81586-ehae-are-stte;eee-ee 

31 ehe-ttse-eax-±mpesed-by-seet±en-i9TA•631~may-£±%e-an-anntta%-ttse 

32 tax-reettrn-en-a-£orm-preser±bed-by-the-eemm±ss±oner.--%£-a 

33 persen-whe-qtta%±£±es-£er-an-anntta%-ttse-tax-report±ng~per±ed-±s 

34 reqtt±red-eo-ebta±n-a-sa%es-tax-perm±t-er-makes-ttse-tax-pttrehases 

35 ±n-e~eess-0£-$%87569-dttr±ng-ehe-ea%endar-year7-the-repore±ng 

36 per±od-mttse-be-eons±dered-ended-ae-the-end-e£-ehe-moneh-±n-wh±eh 
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1 tne-perm±t-±s-app3:±ed-£or-or-tne-pttrenase-±n-exeess-0£-$3:81599 

2 ±s-made-and-a-retttrn-mttst-be-£±3:ed-£or-tne-preeed±ng-report±ng 

3 per±od• 

4 [EFFECTIVE DATE.] This section is effective for purchases 

5 made on and after July l, 2005. 

6 Sec. 2. Minnesota Statutes 2004, section 289A.18, 

7 subdivision 4, is amended to read: 

8 Subd. 4. [SALES AND USE TAX RETURNS.] (a) Sales and use 

9 tax returns must be filed on or .before the 20th day of the month 

10 following the close of the preceding reporting period, 

11 except tnat-anntta3:-ttse-tax returns provided for under seet±on 

12 i89A.3:3:7-sttbd±Y±s±on-3:7-mttst-be-£±3:ed-by-Apr±3:-3:5-£o3:3:ow±ng-tne 

13 e3:ose-o£-tne-ea3:endar-year subdivision·4a, in the case of 

14 individuals. Annual use tax returns of businesses, including 

15 sole proprietorships, and annual sales tax returns must be filed 

16 by February 5 following the close of the calendar year. 

17 (b) Returns for the June reporting period filed by 

18 retailers required to remit their June liability under section 

19 289A.20, subdivision 4, paragraph (b), are due on or before 

20 August 20. 

21 (c) If a retailer has an average sales and use tax 

22 liability, including local sales and use taxes administered by 

23 the commissioner, equal to or less than $500 per month in any 

24 quarter of a calendar year, and has substantially complied with 

25 the tax laws during the preceding four calendar quarters, the 

26 retailer may request authorization to file and pay the taxes 

27 quarterly in subsequent calendar quarters. The authorization 

28 remains in effect during the period in which the retailer's 

29 quarterly returns_ reflect sales and use tax liabilities of less 

30 . _than $1, 500 and there is continued compliance with state tax 

31 laws. 

32 (d) If a retailer has an average sales and use tax 

33 liability, including local sales and use taxes administered by 

34 the commissioner, equal to or less than $100 per month during a 

35 calendar year, and has substantially complied with the tax laws 

36 during that period, the retailer may request authorization to 
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l file and pay the taxes annually in subsequent years. The 

2 authorization remains in ~ffect during the period in which the 

3 retailer's annual returns reflect sales and use tax liabilities 

4 of less than $1,200 and there is continued compliance with state 

5 tax laws. 

6 (e) The commissioner may also grant quar.terly or annual 

7 filing and payment authorizations to retailers if the 

8 commissioner concludes that the retailers• future tax 

9 liabilities will be less than the monthly totals identified in 

10 paragraphs (c) and (d). An authorization granted under this 

11 paragraph is subject to the same conditions as an authorization 

12 granted under paragraphs (c) and (d). 

13 (f) A taxpayer who is a materials supplier may report gross 

14 receipts either on: 

15 (1) the cash basis as the consideration is received; or 

16 (2) the accrual basis as sales are made. 

17 As used in this paragraph, "materials supplier" means a person 

18 who provides materials for the improvement of real property; who 

19 is primarily engaged in the sale of lumber and building 

20 materials-related pro~ucts to owners, contractors, 

21 subcontractors, repairers, or consumers; who is authorized to 

22 file a mechanics lien upon real property and improvements under 

23 chapter 514; and who files with the commissioner an election to 

24 file sales and use tax returns on the basis of this paragraph. 

25 (g) Notwithstanding paragraphs (a) to (f), a seller that is 

26 not a Model 1, 2, or 3 seller, as those terms are used in the 

27 Streamlined Sales and Use Tax Agreement, that does not have a 

28 legal requirement to register in Minnesota, and that is 

29 registered under the agreement, must file a return by February 5 

30 following the close of the calendar year in which the seller 

31 initially registers, and must f~ie subsequent returns on 

32 February 5 on an annual basis in succeeding years. 

33 Additionally, a return must be submitted on or before the 20th 

34 day of the month following any month by which sellers.have 

35 accumulated state and local tax funds for the state in the 

36 amount of $1,000 or more. 
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1 [EFFECTIVE DATE.] This section is effective for purchases 

2 ori and after July 1, 2005. 

3 Sec. 3. Minnesota. Statutes 2004, section 289A.18, is 

4 amended by adding a subdivision to read: 

5 Subd. 4a. [USE TAX RETURNS FOR INDIVIDUALS.] Individuals 

6 who are subject to the use tax imposed under section 297A.63 may 

7 file and pay use tax owed on purchases for personal use under 

8 their Social Security number as.follows: 

9 (1) on the individual income tax return for the calendar 

10 year in which the purchases are made; 

11 (2) on the form for making payments of the individual 

12 income tax estimated payments under section 289A.25 for the 

13 calendar quarter in which the purchases are made; or 

14 (3) on the individual use tax return, in the form 

15 prescribed by the commissioner, for purchases made in a calendar 

16 quarter, to be filed on or before the 20th day of the month 

17 following the close of the preceding quarter. 

18 [EFFECTIVE DATE.] This section is effective for purchases 

19 made on and after July 1, 2005, and for income tax returns 

20 required to be filed for tax years beginning after December 31, 

21 2004. 

22 Sec. 4. Minnesota Statutes 2004, section 297A.61, is 

23 amended by adding a subdivision to read: 

24 Subd. 37. [PERSONAL RAPID TRANSIT SYSTEM.] "Personal rapid 

25 transit system" means a transportation system of small, 

26 computer-controlled vehicles, tr'ansporting one to three 

27 passengers on elevated guideways in a transportation network 

28 operating on demand and nonstop directly to any stations in the 

29 network. The system shall provide service on a regular and 

30 continuing basis and operate independent of any government 

31 subsidies. 

32 [EFFECTIVE DATE.] This section is effective for sales and 

33 purchases made after June 30, 2008. 

34 Sec. 5. Minnesota Statutes 2004, section 297A.67, is 

35 amended by adding a subdivision to read: 

36 Subd. 32. [GEOTHERMAL EQUIPMENT.] The loop field 
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l collection system and the heat pump of a geothermal heating and 

2 cooling system is exempt. 

3 [EFFECTIVE DATE.] This section is effective for sales and 

4 purchases occurring after June 30, 2005. 

5 Sec. 6. Minnesota Statutes 2004, section 297A.67, is 

6 amended by adding a subdivision to read: 

7 Subd. 33. [BIOMASS FUEL STOVES.] Stoves designed to burn 

8 fuel pellets made from biomass materials are exempt. 

9 [EFFECTIVE DATE.] This section is effective for sales and 

10 purchases made after June 30, 2005. 

11 Sec. 7. Minnesota Statutes 2004, section 297A.68, 

12 subdivision 5, is amended to read: 

13 Subd. s. [CAPITAL EQUIPMENT.] (a) Capital equipment is 

14 exempt. The tax must be imposed and collected as if the rate 

15 under section 297A.62, subdivision 1, applied, and then refunded 

16 in the manner provided in section 297A.75. 

17 "Capital equipment" means machinery and equipment purchased 

18 or leased, and used in this state by the purchaser or lessee 

19 primarily for manufacturing, fabricating, mining, or refining 

20 tangible personal property to be sold ultimately at retail if 

21 the machinery and equipment are essential to the integrated 

22 production process of manufacturing, fabricating, mining, or 

23 refining. Capital equipment also includes machinery and 

24 equipment used to electronically transmit results retrieved by a 

25 customer of an on-line computerized data retrieval system. 

26 . (b) Capital equipment includes, but is not limited to: 

27 (1) machinery and equipment used to operate, control, or 

28 regulate the production equipment; 

29 (2) machinery and equipment used for research and 

30 _development, design, quality control, and testing activities; 

31 ( 3) environmental control clevices that are used to maintain 

32 conditions such as temperature, humidity, light, or air pressure 

33 when those conditions are essential to and are part of the 

34 production process; 

35 (4) materials and supplies used to construct and install 

36 machinery or equipment; 
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1 (5) repair and replacement parts, including accessories, 

2 whether purchased as spar_e parts, repair parts, or as upgrades 

3 or modifications to machinery or equipment; 

4 (6) materials used for foundations that support machinery 

5 or equipment; 

6 (7) materials used to construct and install special purpose 

7 buildings used in the production process; 

a (8) ready-mixed concrete equipment in which the ready-mixed 

9 concrete is mixed as part of the delivery process regardless if 

10 mounted on a chassis and leases of ready-mixed concrete trucks; 

11 and 

12 (9) machinery or equipment used for research, development, 

13 design, or production of computer software. 

14 (c) Capital equipment does not include the following: 

15 (1) motor vehicles taxed under chapter 297B; 

16 (2) machinery or equipment used to receive or store raw 

17 materials; 

18 (3) building materials, except for materials included in 

19 paragraph (b), clauses (6) and (7); 

20 (4) machinery or equipment used for nonproduction purposes, 

21 including, but not limited to, the following: plant security, 

22 fire.prevention, first aid, and hospital stations; support 

23 operations or administration; pollution control; and plant 

24 cleaning, disposal of scrap and waste, plant communications, 

25 space heating, cooling, lighting, or safety; 

26 (5) farm machinery and aquaculture production equipment as 

27 defined by section 297A.61, subdivisions 12 and 13; 

28 (6) machinery or equipment purchased and installed by a 

29 contractor as part of an improvement to real property; or 

30 (7) any other item that is not essential to the integrated 

31 process of manufacturing, fabric.ating, mining, or refining. 

32 (d) For purposes of this subdivision: 

33 (1) "Equipment" means independent devices or tools separate 

34 f ~om machinery but essential to an integrated production 

35 process, including computers and computer software, used in 

36 operating, controlling, or regulating machinery and equipment; 
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l and any subunit or assembly comprising a component of any 

2 machinery or accessory or attachment parts of machinery, such as 

3 tools, dies, jigs, patterns, and molds. 

4 (2) "Fabricating" means to make, build, create, produce, or 

5 assemble components or property to work in a new or different 

6 manner. 

7 (3) "Integrated production process" means a process or 

8 series of operations through which tangible personal property is 

9 manufactured, fabricated, mined~ or refined~ For purposes of 

10 this clause, (i) manufacturing begins with the removal of raw 

11 materials from inventory and ends when the last process prior to 

12 loading for shipment has been completed; (ii) fabricating begins 

13 with the removal from storage or inventory of the property to be 

14 assembled, processed, altered, or modified and ends with the 

15 creation or production of the new or changed product; (iii) 

16 mining begins with the removal of overburden from the site of 

17 the ores, minerals, stone, peat deposit, or surface materials 

18 and ends when the last process before stockpiling is completed; 

19 and (iv) refining begins with the removal from inventory or 

20 storage of a natural resource and ends with the conversion of 

21 the item to its completed form. 

22 (4) "Machinery" means mechanical, electronic, or electrical 

23 devices, including computers and computer software, that are 

24 purchased or constructed to be used for the activities set forth 

25 in paragraph (a), beginning with the removal of raw materials 

26 from inventory through completion of the product, including 

27 packaging of the product. 

28 (5) "Machinery and equipment used for pollution control 11 

29 means machinery and equipment used solely to eliminate, prevent, 

30 or reduce pollution resulting from an activity described in 

31 paragraph (a). 

32 (6) "Manufacturing" means an operation or series of 

33 operations where raw materials are changed in form, composition, 

34 or condition by machinery and equipment and which results in the 

35 production of a new article of tangible personal property. For 

36 purposes of this subdivision, "manufacturing" includes the 
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1 generation of electricity or steam to be sold at retail. 

2 (7) "Mining" means the extraction of minerals, ores, stone, 

3 or peat. 

4 (8) "On-line data· retrieval system" means a system whose 

5 cumulation of information is equally available and accessible to 

6 all its customers. 

7 (9) "Primarily" means machinery and equipment used 50 

8 percent or more of the time in an activity described in 

9 paragraph (a). 

10 (10) "Refining" means the process of converting a natural 

11 resource to an intermediate or finished product, including the 

12 treatment of water to be sold at retail. 

13 (11) This subdivision does not apply to telecommunications 

14 equipment as provided in subdivision 35, and does not apply to 

15 wire, cable, fiber, poles, or conduit for telecommunications 

16 services. 

17 [EFFECTIVE DATE.] This section is effective for purchases 

18 made after July 31, 2005, and before July 1, 2008. 

19 Sec. 8. Minnesota Statutes 2004, section 297A.68, 

20 subdivision 19, is amended to read: 

21 Subd. 19. [PETROLEUM PRODUCTS.] The following petroleum 

22 products are exempt: 

23 (1) products upon which a tax has been imposed and paid 

24 under chapter 296A, and for which no refund has been or will be 

. 25 allowed because the buyer used the fuel for nonhighway use; 

26 (2) products that are used in the improvement of 

27 agricultural land by constructing, maintaining, and repairing 

28 drainage ditches, tile drainage systems, grass waterways, water 

29 impoundment, and ot~er erosion control structures; 

30 (3) products purchased by ~ transit system receiving 

31 financial assistance under section 174.24, 256B.0625, 

32 subdivision 17, or 473.384; 

33 (4) products purchased by an ambulance service licensed 

34 under chapter 144E; 

35 (5) products used in a passenger snowmobile, as defined in 

36 section 296A.Ol, subdivision 39, for off-highway business use as 
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l part of the operations of a resort as provided under section 

2 296A.16, subdivision 2, clause (2); or 

3 (6) products purchased by a state or a political 

4 subdivision of a state for use in motor vehicles exempt from 

5 registration under section 168.012, subdivision 1, paragraph 

6 ( b); or 

7 (7) products purchased for use as fuel for a commuter rail 

8 system operating under sections 174.80 to 174.90. The tax must 

9 be imposed and collected as if the rate under section 297A.62, 

10 subdivision 1, applied, and then refunded in the manner provided 

11 in section 297A.75. 

12 [EFFECTIVE DATE.] This section is effective for purchases 

13 made after June 30, 2005, and terminates when the commissioner 

14 of revenue determines that the cost of the exemption under this 

15 subdivision to that point in time totals $20,000. 

16 Sec. 9. Minnesota Statutes 2004, section 297A.68, is 

17 amended by adding a subdivision to read: 

18 Subd. 40. [MOVIES AND TELEVISION; INPUTS TO PRODUCTION.] 

19 The sale of tangible personal property primarily used or 

20 consumed directly in the preproduction, production, and 

21 postproduction of movies and television shows that are produced 

22 for domestic and international commercial distribution are 

23 exempt. "Preproduction" and "production" include all the 

24 activities related to the preparation of shooting and the 

25 shooting of movies and television shows, including film 

26 processing. Equipment rented for preproduction and production 

27 activities are exempt. "Postproduction" includes all activities 

28 related to editing and finishing of the movie or television 

29 show. This exemption does not apply to tangible personal 

30 property or services used primarily in administration, general 

31 management, or marketing. Machinery and equipment purchased for 

32 use in producing movies and television shows, fuel, electricity, 

33 gas, or steam used for space heating and lighting, food, 

34 lodging, and any property or service for the personal use of any 

35 individual are not exempt under this subdivision. 

36 [EFFECTIVE DATE.] This section is effective for sales and 
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1 purchases made after June 30, 2005. 

2 Sec. 10. Minnesota Statutes 2004, section 297A.68, is 

·3 amended by adding a subdivision to read: 

4 Subd. 41. [PERSONA~ RAPID TRANSIT SYSTEM.] (a) Machinery, 

s equipment, and supplies purchased or leased, and used by the 

6 purchaser or lessee in this state directly in the provision of a 

7 personal rapid transit system as defined in section 297A.61, 

8 subdivision 37, are exempt. Machinery, equipment, and supplies 

9 that qualify for this exemption include, but are not limited to, 

10 the following: 

11 (1) vehicles, guideways, and related parts used directly in 

12 the transit system; 

13 (2) computers and equipment used primarily for operating, 

14 controlling, and regulating the system; 

15 (3) machinery, equipment, furniture, and fixtures necessary 

16 for the functioning of system stations; 

17 (4) machinery, equipment, implements, tools, and supplies 

18 used to maintain vehicles, guideways, and stations; and 

19 (5) electricity and other fuels used in the provision of 

20 the transit service, including heating, cooling, and lighting of 

21 system stations. 

22 (b) This exemption does not include machinery, equipment, 

23 and supplies used for support and administration operations. 

24 [EFFECTIVE DATE.] This section is effective for sales and 

25 purchases made after June 30, 2008. 

26 . Sec. 11. Minnesota Statutes 2004, section 297A.70,. 

27 subdivision 8, is amended to read: 

28 Subd. 8. [REGIONWIDE PUBLIC SAFETY RADIO COMMUNICATION 

29 SYSTEM; PRODUCTS AND SERVICES.] Products and services including, 

30 but not limited to, end user equipment used for construction, 

31 ownership, operation, maintenance, and enhancement of the 

32 backbone system of the regionwide public safety radio 

33 communication system established under sections 403.21 to 

34 403.34, are exempt. For purposes of this subdivision, backbone 

35 system is defined in section 403.21, subdivision 9. This 

36 subdivision is effective for purchases, sales, storage, use, or 
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l consumption eeettrr±ng-be£ere-Att~ttse-i1-%9951-±n-ehe-eettne±es-e£ 

2 Ane~a,-ear~er7-Ba~eea7-Henne~±n7-Ramsey7-Seeee7-and 

3 Wash±n~een for use in the first and second phases of the system, 

4 as defined in section 403.21, subdivisions 3, 10, and 11, and 

5 that portion of the third phase of the system that is located in 

6 the southeast district of the State Patrol and the counties of 

7 Benton, Sherburne, Stearns, and Wright. 

8 [EFFECTIVE DATE.] This section is effective for sales after 

9 April 30, 2005, and terminates when the commissioner of revenue 

10 determines that the cost of the exemption under this subdivision ' 

11 to that point in time totals $4,800,000. 

12 Sec. 12. Minnesota Statutes 2004, section 297A.70, is 

13 amended by adding a subdivision to read: 

14 Subd. 17. [DONATED MEALS.] Meals that are normally sold at 

15 retail in the ordinary business activities of the taxpayer are 

16 exempt if the meals are donated to a nonprofit group as defined 

17 in subdivision 4 for fund-raising purposes. 

18 [EFFECTIVE DATE.] This section is effective for donations 

19 made after June 30, 2005. 

20 Sec. 13. Minnesota Statutes 2004, section 297A.71, is 

21 amended by adding a subdivision to read: 

22 Subd. 33. [COMMUTER RAIL MATERIAL, SUPPLIES, AND 

23 EQUIPMENT.] Materials and supplies consumed in, and equipment 

24 incorporated in the construction, eguipment, or improvement of a 

25 commuter rail transportation system operated under sections 

26 174.80 and 174.90 are exempt. This exemption includes railroad 

27 cars and engines and related equipment. 

28 [EFFECTIVE DATE.] This section is effective for purchases 

29 made after June 30, 2005, and terminates when the commissioner 

30 of revenue determines that the cost of the exemption for sales 

31 to that point in time totals $8~600,000. 

32 Sec. 14. Minnesota Statutes 2004, section 297A.71, is 

33 amended by adding a subdivision to read: 

34 Subd. 34. [WASTE RECOVERY FACILITY.] Materials and 

35 supplies used or consumed in, and equipment incorporated into, 

36 the construction, improvement, or expansion of a waste-to-energy 
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1 resource recovery facility are exempt ·if the facility uses 

2 biomass or mixed municipal solid waste as a primary fuel to 

3 generate steam or electricity. 

4 [EFFECTIVE DATE.] This section is effective for sales and 

5 purchases made after June 30, 2005. 

6 Sec. 15. Minnesota Statutes 2004, section 297A.71, is 

7· amended by adding a subdivision to read: 

8 Subd. 35. [PERSONAL RAPID TRANSIT SYSTEM.] Materials and 

9 supplies used or consumed in, and eguipment incorporated into 

10 the construction, expansion, or improvement of a personal rapid 

11 transit system as defined in section 297A.61, subdivision 37, 

12 are exempt. 

13 [EFFECTIVE DATE.] This section is effective for sales and 

14 purchases made after June 30, 2005, and terminates when the 

15 commissioner of revenue determines that the cost of the 

16 exemption under this subdivision to that point in time totals 

17 $200,000. 

18 Sec. 16. Minnesota Statutes 2004, section 297A.71, is 

19 amended by adding a subdivision to read: 

20 Subd. 36. [ST. MARY'S DULUTH CLINIC HEALTH 

21 SYSTEM.] Materials and supplies used or consumed in and 

22 eguipment incorporated into the construction of the hospital 

23 portion of the St. Mary's Duluth Clinic Health System are exempt. 

24 [EFFECTIVE DATE.] This section is effective for purchases 

25 made on or after March 1, 2004, and on or before December 31, 

26 2006. For purchases made on or after March 1, 2004, and be.fore 

27 the day following final enactment of this act, for which the 

28 sales tax was paid, the commissioner of revenue shall refund the 

29 tax. Except as otherwise provided in this paragraph, the 

30 provisions of section 297A.75, subdivisions 2, 3, 4, and 5, 

31 apply to a refund under this paragraph. _ The applicant must be 

32 the owner of the St. Mary's Duluth Clinic Health System. If the 

33 tax was paid by the contractor, subcontractor, or builder, the 

34 contractor, subcontractor, or builder must furnish to the owner 

35 a statement indicating the cost of the exempt items and the 

36 taxes paid on the items. 
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1 Sec. 17. Minnesota Statutes 2004, section 297A.71, is 

2 amended by adding a subdivision to read: 

3 Subd. 37. [MUNICIPAL UTILITIES.] Materials and supplies 

4 used or consumed in, and equipment incorporated into, the 

5 construction, improvement, or expansion of electric generation 

6 and related facilities used pursuant to a joint power purchase 

7 agreement to meet the biomass energy mandate in·section 

8 216B.2424 are exempt if the owner or owners of the facilities 

9 are a municipal electric utility. or utilities or a joint venture 

10 of municipal electric utilities. The tax must be imposed and 

11 collected as if the rate under section 297A.62, subdivision 1, 

12 applied and then refunded under section 297A.75. 

13 [EFFECTIVE DATE.] This section is effective for sales and 

14 purchases made after January 1, 2005. 

15 Sec. 18. Minnesota Statutes 2004, section 297A.71, is 

16 amended by addi~g a subdivision to read: 

17 Subd. 38. [CHATFIELD WASTEWATER TREATMENT 

18 FACILITY.] Materials and supplies used in and eguipment 

19 incorporated into the construction, improvement, or expansion of 

20 a wastewater treatment ·facility owned by the city of Chatfield 

21 are exempt. This exemption is effective for purchases made 

22 before December 31, 2007. 

23 [EFFECTIVE DATE.] This section is effective for sales and 

24 purchases made on or after June 1, 2005. 

25 Sec. 19. Minnesota Statutes 2004, section 297A.75, 

26 subdivision 1, is amended to read: 

27 Subdivision 1. [TAX COLLECTED.] The tax on the gross 

28 receipts from the sale of the following exempt items must be 

29 imposed and collected ·as if the sale were taxable and the rate 

30 under section 297A.62, subdivision 1, applied. The exempt items 

31 include: 

32 (1) capital equipment exempt under section 297A.68, 

33 subdivision 5; 

34 (2) building materials for an agricultural processing 

35 facility exempt under section 297A.71, subdivision 13; 

36 (3) building materials for mineral production facilities 
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1 exempt under section 297A.71, subdivision 14; 

2 (4) building materials for correctional facilities under 

3 section 297A.71, subdivision 3; 

4 (5) building materials used in a residence for disabled 

5 veterans exempt under section 297A.71, subdivision 11; 

6 (6) chair lifts, ramps, elevators, and associated building 

7 materials exempt under section 297A.71, subdivision 12; 

8 (7) building materials for the Long Lake Conservation 

9 Center exempt under section 297A.71, subdivision 17; 

10 (8) materials, supplies, fixtures, furnishings, and . 

11 equipment for a county law enforcement and family service center 

12 under section 297A.71, subdivision 26; and 

13 (9) materials and supplies for qualified low-income housing 

14 under section 297A.71, subdivision 23L 

15 (10) fuel purchased for commuter rail systems under section 

16 297A.68, subdivision 19, clause (7); and 

17 (11) materials, supplies, and equipment for municipal 

18 electric utility facilities under section 297A.71, subdivision 

19 37. 

20 [EFFECTIVE DATE.] Clause (10) is effective for purchases 

21 made after June 30, 2005, and clause (11) is effective for 

22 purchases made after December 31, 2004. 

23 Sec. 20. Minnesota Statutes 2004, section 297A.75, 

24 subdivision 2, is amended to read: 

25 Subd. 2. [REFUND; ELIGIBLE PERSONS.] Upon application on 

26 forms prescribed by the commissioner, a refund equal to the tax 

27 paid on the gross receipts of the exempt items must be paid to 

28 the applicant. Only the following persons may apply for the 

29 refund: 

30 (1) for subdivision 1, clauses (1) to (3), the applicant 

31 must be the purchaser; 

32 (2) for subdivision 1, clauses (4), (7), and (8), the 

33 applicant must be the governmental subdivision; 

34 (3) for subdivision 1, clause (5), the applicant must be 

35 the recipient of the benefits provided in United States Code, 

36 title 38, chapter 21; 
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1 (4) for subdivision 1, clause (6), the applicant must be 

2 the owner of the homestead property; and 

3 (5) for subdivision 1, clause (9), the owner of the 

4 qualified low-income housing project; 

5 (6) for subdivision 1, clause (10), the operator of the 

6 commuter rail system; and 

7 (7) for subdivision 1, clause (11), the applicant must be a 

8 municipal electric utility or a joint venture of municipal 

9 electric utilities. 

10 [EFFECTIVE DATE.] Clause (6) is effective for purchases 

11 made after June 30, 2005. Clause (7) is effective for purchases 

12 made after December 31, 2004. 

13 Sec. 21. Minnesota Statutes 2004, section 297A.75, 

14 subdivision 3, is amended to read: 

15 Subd. 3. [APPLICATION.] (a) The application must include 

16 sufficient information to permit the commissioner to verify the 

17 tax paid. If the tax was paid by a contractor, subcontractor, 

18 or builder, under subdivision 1, ·clause (4), (5), (6), (7), (8), 

19 er (9), or (11), the contractor, subcontractor, or builder must 

20 furnish to the refund applicant a statement including the cost 

21 of the exempt items and the taxes paid on the items unless 

22 otherwise specifically provided by this subdivision. The 

23 provisions of sections 289A.40 and 289A.50 apply to refunds 

24 under this section. 

25 (b) An applicant may not· file more than two applications_ 

26 per calendar year for refunds for taxes paid on capital 

27 equipment exempt under section 297A.68, subdivision 5. 

28 [EFFECTIVE DATE.] This section is effective for sales and 

29 purchases made after December 31, 2004. 

30 Sec. 22. Minnesota Statutes 2004, section 297A.83, 

31 subdivision 1, is amended to read: 

32 Subdivision 1. [PERSONS APPLYING.] (a) A retailer required 

33 to collect and remit sales taxes under section 297A.66 shall 

34 file with the commissioner an application for a permit. 

35 (b) A retailer making retail sales from outside this state 

36 to a destination within this .state who is not required to obtain 
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1 a permit under paragraph (a) may nevertheless voluntarily f{le 

2 an application for a permit. 

3 (c) The commissioner may require any person or class of 

4 persons obligated to file a use tax return under section 

5 289A.ll, subdivision 3, to file an application for a permit, 

6 except an individual allowed to file and pay use tax under 

7 section 289A.18, subdivision 4a, is not required to obtain a 

8 permit. 

9 [EFFECTIVE DATE.] This section is effective for pu.rchases 

10 on and after July 1, 2005. 

11 Sec. 23. Minnesota Statutes 2004, section 297A.87, 

12 subdivision_2, is amended to read: 

13 Subd. 2. [SELLER'S PERMIT OR ~TERNATE STATEMENT.] {a) The 

14· operator of an event under subdivision 1 shall obtain one of the 

15 following from a person who wishes to .do business as a seller at 

16 the event: 

17 (1) evidence that the person holds a valid seller's permit 

18 under section 297A.84: er 

19 (2) a written statement that the person is not offering for 

20 sale any item that is taxable under this chapter: or 

21 (3) a written statement that this is the only selling event 

22 that the person will be participating in for that calendar year, 

23 that the person will be participating for three or fewer days, 

24 and that the person will make $500 or less in total sales in the 

25 calendar year. The written statement shall include the person's 

26 name, address, and telephone number. 

27 (b) The operator shall require the evidence or statement as 

28 a prerequisite to participating in the event as a seller. 

29 [EFFECTIVE DATE.] This section is effective for selling 

30 events occurring after June 30, 2005. 

31 Sec. 24. Minnesota Statutes 2004, .section 297A.87, 

32 subdivision 3, is amended to read: 

33 Subd. 3. [OCCASIONAL SALE PROVISIONS Ne~ APPLICABLE UNDER 

1 34 LIMITED CIRCUMSTANCES.] The isolated and ocqasional 

35 sale ~reYisiens provision under section 297A.67, subdivision 23, 

36 er applies, provided that the seller only participates for three 
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1 or fewer days in one event per calendar year, makes $500 or less 

2 in sales in the calendar year, and provides the written 

3 statement required in subdivision 2, paragraph (a), clause (3). 

4 The isolated and occasional sales provision under section 

s 297A.68, subdivision 25, eo does not apply to a seller at an 

6 event under this section. 

7 [EFFECTIVE DATE.] This section is effective for selling 

8 events occurring after June 30, 2005. 

9 Sec. 25. Minnesota Statutes 2004, section 297B.03, is 

10 amended to read: 

11 297B.03 [EXEMPTIONS.] 

12 There is specifically exempted from the provisions of this 

13 chapter and from computation of the amount of tax imposed by it 

14 the following: 

15 {l) purchase or use, including use under a lease purchase 

16 · agreement or installment sales contract made pursuant to section 

17 465.71, of any motor vehicle by the United States and its 

18 agencies and instrumentalities and by any person described in 

19 and subject to the conditions provided in section 297A.67, 

20 subdivision 11; 

21 (2) purchase or use of any motor vehicle by any person who 

22 was a resident of another state or country at the time of the 

23 purchase and who subsequently becomes a resident of Minnesota, · 

24 provided the purchase occurred more than 60 days prior to the 

25 date such person began residing in the state of Minnesota and 

26 the motor vehicle was registered in the person's name in the 

27 other state or country; 

28 (3) purchase or use of any motor vehicle by any person 

29 making a valid election to be taxed under the provisions of 

30 section 297A.90; 

31 {4) purchase or use of any~motor vehicle previously 

32 registered in the state of Minnesota when such transfer 

33 constitutes a transfer within the meaning of section 118, 331, 

34 332, 336, 337, 338, 351, 355, 368, .721, 731, 1031, 1033, or 

35 15.63(a) of the Internal Revenue Code of 1986, as amended through 

36 December 31, 1999; 
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1 (5) purchase or use of any vehicle owned by a resident of 

2 another state and leased ~o a Minnesota-based private or 

3 for-hire carrier for regular use in the transportation of 

4 persons or property in interstate commerce provided the vehicle 

5 is titled in the state of the owner or secured party, and that 

6 state does not impose a sales tax or sales tax on motor vehicles 

7 used in interstate commerce; 

8 (6) purchase or use of a motor vehicle by a private 

9 nonprofit or public educational institution for use as an 

10 instructional aid in automotive training programs operated by 

11 · the institution. "Automotive training programs" includes motor 

12 vehicle body and mechanical repair courses but does not include 

13 driver education programs; 

14 (7) purchase of a motor vehicle for use as an ambulance by 

15 an ambulance service licensed under section 144E.10; 

16 (8) purchase of a motor vehicle by or for a public library, 
, 

17 as defined in section 134.001, subdivision 2, as a bookmobile or 

18 library delivery vehicle; 

19 (9) purchase of a ready-mixed concrete truck; 

20 (10) purchase or use of a motor vehicle by a town for use 

21 exclusively for road maintenance, including snowplows and dump 

22 trucks, but not including automobiles, vans, or pickup trucks; 

23 (11) purchase or use of a motor vehicle by a corporation, 

24 society, association, foundation, or institution organized and 

25 operated exclusively for charitable, religious, or educational 

26 purposes, except a public school, university, or library, but 

27 only if the vehicle is: 

28 (i) a truck, as defined in· section 168.011, a bus, as 

29 defined in section 168.011, or a passenger automobile, as 

30 defined in section 168.011, if the automobile is designed and 

31 used for carrying more than nine.persons including the driver; 

32 and 

33 (ii) intended to be used primarily to transport tangible 

34 personal property or individuals, other than employees, to whom 

35 the organization provides service in performing its charitable, 

36 religious, or educational purpose; 
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1 (12) purchase of a motor vehicle for use by a transit 

2 provider exclusively to provide transit service is exempt if the 

3 transit provider is either (i) receiving financial assistance or 

4 reimbursement under section 174.24 or 473.384, or (ii) operating 

5 under section 174.29, 473.388, or 473.405; 

6 (13) purchase or use of a motor vehicle by a qualified 

7 business, as defined in section 469.310, located in a job 

8 opportunity building zone, if the motor vehicle is principally 

9 garaged in the job opportunity building zone and is primarily 

10 used as part of or in direct support of the person•s operations 

11 carried on in the job opportunity building zone. The exemption 

12 under this clause applies to sales, if the purchase was made and 

13 delivery received during the duration of the job opportunity 

14 building zone. The exempt-ion under this clause also applies to 

15 · any local sales and use taxL 

16 (14) purchase or use after June 30, 2005, and before July 

17 1, 2008, of a motor vehicle by a state agency or political 

18 subdivision, provided that the motor vehicle has a ·fuel 

19 efficiency greater than 45 miles per gallon in highway use, and 

20 greater than 35 miles per gallon in city use, as certified by 

21 the United States Environmental Protection Agency. 

22 [EFFECTIVE DATE.] This section is effective for sales and 

23 transfers made after June 30, 2005, and before July 1, 2008. 

24 Sec. 26. Laws 1991, chapter 291, article 8, section 27, 

25 subdivision 4, is amended to read: 

26 Subd. 4. [EXPIRATION OF TAXING AUTHORITY AND EXPENDITURE 

27 LIMITATION.] The authority granted by subdivisions land 2 to 

28 the city to impose a sales tax and an excise tax shall expire on 

29 the earlier of (1) December 31, 2018; (2) when the principal and 

30 interest on any bonds or obligations issued to finance 

31 construction of Riverfront 2000~and related facilities have been 

32 paidL or J1.l at an earlier time as the city shall, by ordinance, 

33 determine. ~he-eeea±-eapiea±7-aeminiseraeive7-and-eperaeing 

34 expendiettres-payab±e-£rem-bend-preeeeds-and-reventtes-reeeived 
-

35 £rem-ehe-eaxes-atteherized-by-sttbdivisiens-±-and-i7-exe±ttding 

36 invesemene-earnings-en-bene-preceeds-and-reventtes7-sha±±-nee 
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1 exeeed-$~579997eee-£er-R±~er£rene-~eee-and-re%aeed-£ae±%±e±es. 

2 [EFFECTIVE DATE.] This section i.s effective upon compliance 

3 by the Mankato City Council with the provisions in section 43 

4 and, if required under section 43, approval of the voters at a 

5 general or special election. 

6 Sec. 27. Laws 1996, chapter 471, article 2, section 29, is 

7 amended to read: 

8 Sec. 29. [CITY OF HERMANTOWN; SALES AND USE TAX.] 

9 Subdivision 1. [SALES AND USE TAX AUTHORIZED.] ~ 

10 Notwithstanding Minnesota Statutes, section 477A.016, or any 

11 other contrary provision of law, ordinance, or city charter, the 

12 city of Hermantown may, by ordinance, impose an additional sales 

13 and use tax of up to one percent on sales eransaee±ens, storage, 

14 and use taxable pursuant to Minnesota Statutes, ~hapter 297A, 

15 that occur within the city. 

16 QU_ The. proceeds of the first one-half of one percent of 

17 tax imposed under this section must be used ee-meee-ehe-eeses-e£ 

18 by the city for the following proj~cts: 

19 (1) extending a sewer interceptor line; 

20 (2) construction of a booster pump station, reservoirs, and 

21 related improvements to the water system; and 

22 (3) construction of a police and fire station. 

23 (c) Revenues received from the remaining one-half of one 

24 percent of the tax authorized under this section must be used by 

25 the city to pay all or part of the capital and administrative 

26 costs of developing, acquiring, constructing, and initially 

27 furnishing and eguipping for the following projects: 

28 (1) construction of a city hall to be connected to the 

29 existing public safety facility; 

30 (2) construction of a new facility or purchase of an 

31 existing facility to be used as:a public works facility; 

32 (3) construction, signalization, and rehabilitation of 

33 primary collector roads and commercial frontage roads, within 

34 the city; and 

35 (4) extension of a sewer interceptor line. 

36 (d) Authorized expenses include, but are not limited to, 
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1 acguirfng property; paying construction, administrative, and 

2 operating expenses related to the development of the projects 

3 listed in paragraph (c); paying debt service on bonds or other 

4 obligations, including lease obligations, issued to finance 

5 construction, expansion, or improvement of the projects listed 

6 in paragraph (c); and other compatible uses, including but not 

7 limited to, parking, lighting, and landscaping. 

8 Subd. 2. [REFERENDUM.] ~If the Hermantown city council 

9 proposes to impose the sales tax authorized by this section, it 

10 shall conduct a referendum on the issue. 

11 (b) If the Hermantown city council initially imposes the 

12 tax at a rate that is less than one percent and proposes 

13 increasing the tax rate at a later date up to the full one 

14 percent, it shall conduct a referendum on the increase. 

15 1£1. The question of imposing or increasing the tax must be 

16 submitted to the voters at a special or general election. The 

17 tax may not be imposed unless a majority of votes cast on the 

18 question of imposing the tax are in the affirmative. The 

19 commissioner of revenue shall prepare a suggested form of 

20 question to be presented at the election. This subdivision 

21 applies notwithstanding any city charter provision to the 

22 contrary. 

23 Subd. 3. [ENFORCEMENT; COLLECTION; AND ADMINISTRATION OF 

24 TAXES.] A sales tax imposed under this section must be reported 

25 and paid to the commissioner of revenue with the state sales 

26 taxes, and be subject to the same penalties, interest, and 

27 enforcement provisions. The proceeds of the tax, less refunds 

28 and a proportionate share of the cost of collection, shall be 

29 remitted at least quarterly to the city. The commissioner shall 

30 deduct from the proceeds remitted an amount that equals the 

31 indirect statewide cost as we11:as the direct and indirect 

32 department costs necessary to administer, audit, and collect the 

33 tax. The amount deducted shall be deposited in the state 

34 general fund. 

35 Subd. 3a. [BONDING AUTHORITY.] (a) The city may issue 

36 general obligation bonds under Minnesota Statutes, chapter 475, 
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1 to finance the costs in subdivision 1, paragraph (c). The total 

2 amo.unt of bonds issued for the projects under subdivision 1, 

3 paragraph (c), may not exceed $13,000,000 in the aggregate. An 

4 election to approve the bonds is not required. 

s (b) The bonds are not included in computing any debt 

6 limitation applicable to the city and the levy of taxes under 

7 Minnesota Statutes, section 475.61, to pay principal of and 

8 interest on the bonds is not subject to any levy limitation. 

9 (c) The taxes authorized under this section may be pledged 

10 to and used for the payment of the bonds and any bonds issued to 

11 refund them. 

12 Subd. 4. [TERMINATION.] The portion of the tax authorized 

13 ttnder-ehis-seeeien to finance the improvements described in 

14 subdiv1sion 1, paragraph (b), terminates at the later of (1) ten 

15 years after the date of initial imposition of the tax, or (2) on 

16 the first day of the second month next succeeding a 

17 determination by the city council that sufficient funds have 

18 been received from that portion of the tax dedicated to finance 

19 ehe those improvements deseribed-in-sttbdivisien-%7-eiattses-tit 

20 ee-t3t1 and to prepay or retire at maturity the principal, 

21 interest, and premium due on any bonds issued for the 

22 improvements. The portion of the tax authorized to finance the 

23 improvements described in subdivision 1, paragraph (c), 

24 terminates when the revenues raised are sufficient to finance 

25 those improvements, up to an amount equal to $13,000,000 plus 

26 any interest, premium, and other costs associated with the bonds 

27 issued under subdivision 3a. The city council may terminate 

28 this portion of the tax earlier. Any funds remaining after 

29 completion of the improvements and retirement or redemption of 

30 .the bonds may be placed in the general fund of the city. 

31 Sttbd.-5.--t~eeA~-APPR0VA!:J;~EPPEe~%VE-BA~E.t-~his-seeeien-is 

32 e££eeeive-ehe-day-a£eer-£ina%-enaeemene7-ttpen-eemp%ianee-wH:h 

33 Minneseea-Seaettees1-seeeien-645•9i%7-sttbdivisien-37-by-ehe-eiey 

34 0£-Hermaneewn. 
-

35 [EFFECTIVE DATE.] This section is effective the day after 

36 the governing body of the city of Hermantown and its chief 
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1 · clerical officer comply with Minnesota Statutes, section 

2 645.021, subdivisions 2 and 3. 

3 Sec. 28. Laws 1998, chapter 389, article 8, section 43, 

4 subdivision 3, is amended to read: 

5 Subd. 3. [USE OF REVENUES.] Revenues received from the 

6 taxes authorized by subdivisions 1 and 2 must be used by the 

7 city· to pay for the cost of ·collecting and administering the 

8 taxes and to pay for the following projects: 

9 (1) transportation infrastructure improvements including 

10 boeh regional highway and airport improvements; 

11 (2) improvements to the civic center complex; 

12 (3) a municipal water, sewer~ and storm sewer project 

13 necessary to improve regional ground water quality; and 

14 (4) construction of a regional recreation and sports center 

15 and assee~aeed other higher education facilities available for 

16 both community and student use7-~eeaeed-ae-er-ae;aeene-ee-ehe 

17 Reeheseer-eeneer. 

18 The total amount of capital expenditures or bonds for these 

19 projects that may be paid from the revenues raised from the 

20 taxes authorized in this section may not exceed 

21 $T%75091999 $111,500,000. The total amount of capital 

22 expenditures or bonds for the project in clause (4) that may be 

23 paid from the revenues raised from the taxes authorized in this 

24 section may not exceed $%019991990 $28,000,000. 

25 [EFFECTIVE DATE.] This.section is effective the day 

26 following final enactment. 

27 Sec. 29. Laws 1998, chapter 389, article 8, section 43, 

28 subdivision 4, is amended to read: 

29 Subd. 4. [BONDING AUTHORITY.] (a) The city may issue bonds 

30 under Minnesota Statutes, chapter 475, to finance the capital 

31 expenditure and improvement projects. An election to approve 

32 the bonds under Minnesota Statutes, section 475.58, may be held 

33 in combination with. the election to authorize imposition of the 

34 tax under subdivision 1. Whether to permit imposition of the 

35 tax and issuance of bonds may be posed to the voters as a single 

36 question. The question must state that the sales tax revenues 
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1 are pledged to pay the bonds, but that the bonds are general 

2 obligations and will be guaranteed by the city's property 

3 taxes. No election is required for the issuance of bonds under 

4 this subdivision, other than the election held by the city on 

5 June 23, 1998. 

6 The city may enter into an agreement with Olmsted County 

7 under which the city and the county agree to jointly undertake 

8 and finance certain roadway infrastructure improvements. The 

9 agreement may provide that the city will make available to the 

10 county a portion of the sales tax revenues collected pursuant to 

11 the authority granted in this section and the bonding authority 

12 provided in this subdivision. The county may, pursuant to the 

13 agreement, issue its general obligation bonds in a principal 

14 amount not exceeding the amount authorized by its agreement with 

15 the city payable primarily from the sales tax revenues from the 

16 city under the agreement. The county's bonds must be issued in 

17 accordance with the provisions of Minnesota Statutes, chapter 

18 475, except that no election is required for the issuance of the 

19 bonds and the bonds sha·11 not be included in the net debt of the 

20 county. 

21 (b) The issuance of bonds under this subdivision is not 

22 subject to Minnesota Statutes, section 275.60. 

23 (c) The bonds are not included in computing any debt 

24 limitation applicable to the city, and the levy of taxes under 

25 Minnesota Statutes, section 475.61, to pay principal of and 

26 interest on the bonds is not subject to any levy limitation. 

27 The aggregate principal amount of bonds, plus the aggregate of 

28 the taxes used directly to pay eligible capital expenditures and 

29 improvements may not exceed $T%75997999 $111,500,000, plus an 

30 ~mount equal to the costs related to issuance of the bonds. 

31. (d) The taxes may be pledged to and used for the payment of 

32 the bonds and any bonds. issued to refund them, only if the bonds 

33 and any refunding bon~s are general obligations of the city. 

34 [EFFECTIVE DATE.] This section is effective the day 

35 following final enactment. 

36 Sec. 30. Laws 1999, chapter 243, article 4, section 18, 
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l subdivision 1, is amended to read: 

2 Subdivision 1. [SALES AND USE TAX.] J& Notwithstanding 

3 Minnesota Statutes, section %9~A.487-sttbd±~±sioft-%a7 477A.016, 

4 or any other provision of law, ordinance, or city charter, if 

5 approved by the city voters at the first municipal· general 

6 election held after the date of final enactment of this act or 

7 at a special election held November 2, 1999, the city of Proctor 

8 may impose by ordinance a sales and use tax of up to one-half of 

9 one percent for the purposes specified in subdivision 3L 

10 paragraph (a). The provisions of Minnesota Statutes, 

11 section %9~A.48 297A.99, govern the imposition, administration, 

12 collection, and enforcement of the tax authorized under this 

13 subdivision. 

14 (b) The city of Proctor may impose by ordinance an 

15 additional sales and use tax of up to one-half of one percent if 

16 approved by the city voters at a general election or at a 

17 special election held for this purpose. The revenues received 

18 from this additional tax must be used for the purposes specified 

19 in subdivision 3, paragraph (b). 

20 [EFFECTIVE DATE.] This section is effective the day 

21 following final enactment, upon compliance by the city of 

22 Proctor with Minnesota Statutes, section 645.021, subdivision 3. 

23 Sec. 31. Laws 1999, chapter 243, article 4, section 18, 

24 subdivision 3, is amended to read: 

25 Subd. 3. [USE OF REVENUES.] J& Revenues received from 

26 taxes authorized by subdivisions 1, paragraph (a), and 2 must be 

27 used by the city to pay the cost of collecting the taxes and to 

28 pay for construction and improvement of the following city 

29 facilities: 

30 (1) streets; and 

31 (2) constructing and equipping the.Proctor community 

32 activity center. 

33 Authorized expenses include, but are not limited to, 

34 acquiring property, paying construction and operating expenses 

35 related to the development of an authorized facility, and paying 

36 debt service on bonds or other obligations, including lease 
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1 obligations, issued to finance the construction, expansion, or 

2 improvement of an authorized facility. The capital expenses for 

3 all projects authorized under this paragraph that may be paid 

4 with the~e taxes is limited to $3,600,000, plus an amount equal 

5 to the costs related to issuance of the bonds. 

6 (b) Revenues received from taxes authorized by subdivision 

7 1, paragraph (b), must be used by the city to pay the cost of 

8 collecting the taxes and for construction and improvements of 

9 city streets, public utilities, .sidewalks, bikeways, and trails. 

10 [EFFECTIVE DATE.] This section is effective the day 

11 following final enactment, upon compliance by the city of 

12 Proctor with Minnesota Statutes, section ·645.021, subdivision 3. 

13 Sec. 32. Laws 1999, chapter 243, article 4, section 18, 

14 subdivision 4, is amended to read: 

15 Subd. 4. [BONDING AUTHORITY.] (a) The city may issue bonds 

16 under Minnesota Statutes, chapter 475, to finance the capital 

17 expenditure and improvement projects described in subdivision 

18 3. An election to approve the bonds under Minnesota Statutes, 

19 section 475.58, is not required. 

20 (b) The issuance of bonds under this subdivision is not 

21 subject to Minnesota Statutes, sections 275.60 and i79T6% 275.61. 

22 (c) The bonds are not included in computing any debt 

23 limitation applicable to the city, and the levy of taxes under 

24 Minnesota Statutes, section 475.61, to pay principal of and 

25 interest on the bonds is not subject to any levy limitation. 

26 (d) For projects described in subdivision 3, paragraph (a), 

27 the aggregate principal amount of bonds, plus the aggregate of 

28 the taxes used ~irectly to pay eligible capital expenditures and 

29 improvements, may not exceed $3,600,000, plus an amount equal to 

30 the costs related to issuance of the bonds, including interest 

31 on the bonds. For projects des~ribed in subdivision 3, 

32 paragraph (b), the aggregate principal amount of bonds may not 

33 exceed $7,200,000, plus an amount equal to the costs related to 

34 issuance of the bonds, including interest on the bonds. 

35 (e) The sales and use and excise taxes authorized in this 

36 section may be pledged to and used for the payment of the bonds 
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1 and any bonds issued to refund them only if the bonds and any 

2 refunding bonds are gene~al obligations of the city. 

3 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment, upon compliance by the city of 

5 Proctor with Minnesota Statutes, section 645.021, subdivision 3. 

6 Sec. 33. Laws 2001, First Special Session chapter 5, 

7 article 12, section 67, the effective date, is amended to read: 

8 [EFFECTIVE DATE.] This section is effective for purchases 

9 and sales made after June 30, 2001, and before aanttary-%1-%993 

10 July 1, 2007. 

11 [EFFECTIVE DATE.] This section is effective the day 

12 following final enactment. 

13 Sec. 34. Laws 2001, First Special Session chapter 5, 

14 article 12, section 82, the effective date, as amended by Laws 

15 2002, chapter 377, article 3, section 23, is amended to read: 

16 [EFFECTIVE DATE.] This section is effective for sales and 

17 purchases made after December 31, %995 2007, or until the State 

18 of Minnesota is found to be out of compliance with the 

19 streamlined sales tax project only to the extent of the change 

20 in this act and for no other reason, if that finding is made 

21 before December 31, 2007. 

22 Sec. 35. Laws 2002, chapter 377, article 3, section 4, the 

23 effective date, is amended to read: 

2 4 [EFFECTIVE DATE. ] Wit:h-'ehe-exeept:ien-e£-e%attse-tzt1-H~em 

25 tiit1 This section is effective for sales and purchases made 

26 after June 30, 2002. €%attse-tzt1-it:em-tiit1-is-e££eet:iYe-£er 

27 sa%es-and-pttrehases-maee-a£t:er-attne-391-z88%1-ane-be£ere-aanttary 

28 %7-%8860 

29 Sec. 36. Laws 2002, chapter 377, article 12, section 16, 

30 _subdivision 1, is amended to read: 

31 Subdivision l. [NONPROFIT~CORPORATION MAY BE ESTABLISHED.] 

32 The city of Thief River Falls may incorporate or authorize the 

33 incorporation of a nonprofit corporation to operate a community 

34 or regional center in the city. A nonprofit corporation 

35 incorporated under this section is exempt from payment of sales 

36 and use tax on materials, eguipment, and supplies consumed or 
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l incorporated into the construction of the community or regional 

2 center. The exemption under this section applies to purchases 

3 by the nonprofit corporation, a contractor, subcontractor, or 

4 builder. A contractor, subcontractor, or builder that does not 

5 pay sales tax on purchases for construction of the community or 

6 regional center shall not charg~ sales or use tax to the 

7 nonprofit corporation. The nonprofit corporation may file a 

8 claim for refund for any sales taxes paid on the construction 

9 costs of the community or regional center, and the commissioner 

10 of revenue shall pay the refunded amount directly to the 

11 nonprofit corporation. 

12 [EFFECTivE DATE.] This section is effective retroactively 

13 for purchases made on and after July 1, 2002. 

14 Sec. 37. {CITY OF ALBERT LEA; SALES AND USE TAX.] 

15 Subdivision 1. .[SALES AND USE TAX 

16 AUTHORIZED.] Notwithstanding Minnesota Statutes, section 

17 477A.016, or any other provision of law, ordinance, or city 

18 charter, the city of Albert Lea may, by ordinance, impose a 

19 sales and use tax of one-half of one percent for the purposes. 

20 specified in subdivision 2. The provisions of Minnesota 

21, Statutes, section 297A.99, govern the imposition, 

22 administration, collection, and enforcement of the tax 

23 authorized under this subdivision. 

24 Subd. 2. [USE OF REVENUES.] The proceeds of the tax 

25 imposed under this section shall be used to pay for lake 

26 improvement projects as detailed in the Shell Rock River 

27 watershed plan. 

28 Subd. 3. [REFERENDUM.] If the Albert Lea City Council 

29 proposes to impose the tax authorized by this section, the 

30 guestion of imposing the tax must be submitted to the voters at 

31 the next general election. 

32 Subd. 4. [TERMINATION OF TAXES.] The taxes imposed under 

33 this section expire at the earlier of (1) ten years after the 

34 taxes are first imposed, or (2) when the. city council first 

35 determines that the amount of revenues raised to pay for the 

36 projects under subdivision 2, shall meet or exceed the sum of 
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1 $15,000,000. Any funds remaining after completion of the 

2 projects may be placed in the generai fund of the city. 

3 [EFFECTIVE DATE.] This section is effective the day after 

4 compliance by the governing body of the city of Albert Lea with 

5 Minnesota Statutes, section 645.021, subdivision 3. 

6 Sec. 38. [CITY OF BAXTER; TAXES AUTHORIZED.] 

7 Subdivision 1. [SALES AND USE TAX AUTHORIZED.] 

8 Notwithstanding Minnes6ta Statutes, section 477A.016, or any 

9 other provision of law, ordinance, or city charter, pursuant to 

10 the approval of the voters on November 2, 2004, and pursuant to 

11 Minnesota Statutes, section 297A.99, the city of Baxter may 

12 impose by ordinance a sales and use tax of one-half of one 

13 percent for the purposes specified in subdivision 3. The 

14 provisions of Minnesota Statutes, section 297A.99, govern the 

15 imposition, administration, collection, and enforcement of the 

16 tax.authorized under this subdivision. 

17 Subd. 2. [EXCISE TAX AUTHORIZED.] Notwithstanding 

18 Minnesota Statutes, section 477A.016, or any other contrary 

19 provision of law, ordinance, or city charter, the city of Baxter 

20 may impose by ordinance, for the purposes specified in 

21 subdivision 3, an excise tax of up to $20 per motor vehicle, as 

22 , defined by ordinance, purchased or acquired from any person 

23 engaged within the city in the business of selling motor 

24 vehicles at retail. 

25 Subd. 3. [USE OF REVENUES.] Revenues received from the 

26 taxes authorized by subdivisions 1 and 2 must be used to pay the 

27 cost of collecting and administering the tax and to finance the 

28 acquisition and betterment of water and waste water facilities, 

29 a fire substation, and the Paul Bunyan Bridge over Excelsior 

30 _Road, as approved by the voters at the referendum authorizing 

31 the tax. Authorized costs include, but.a.re not limited to, 

32 acquiring property and paying construction, legal, and 

33 engineering costs related to the projects. 

34 Subd. 4. [BONDS.] The city of Baxter, pursuant to the 

35 approval of the voters at the referendum authorizing the 

36 imposition of the taxes in this section, may issue general 

Article 7 Section 38 127 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-1 

l obligation bonds of the city, in one or more series, in the 

2 aggregate principal amount not to exceed $15,000,000 to finance 

3 the projects listed in subdivision 3. The debt represented by 

4 the bonds is not included in computing any debt limitations 

5 applicable to the city, and the levy of taxes required by 

6 Minnesota Statutes, section 475.61, to pay the principal of and 

7 interest on the bonds is not subject to any levy limitation or 

8 included in computing or applying any levy limitation applicable 

9 to the city. · 

10 Subd. 5. [TERMINATION OF TAXES.] The taxes imposed under 

11 subdivisions l and 2 expire at ·the earlier of 12 years after the 

12 imposition of the tax or when the city council first determines 

13 that the amount of revenues raised from the taxes to pay for the 

14 projects equals or exceeds $15,000,000 plus any interest on 

15 bonds issued for the projects under subdivision 4. Any funds 

16 remaining after expiration of the taxes and retirement of the 

17 bonds shall be placed in a capital project fund of the city. 

18 The taxes imposed under subdivisions l and 2 may expire at an 

19 earlier time if the city so determines by ordinance. 

20 [EFFECTIVE DATE.] This section is effective the day after 

21 compliance by the governing body of the city of Baxter with 

22 Minnesota Statutes, section 645.021, subdivision 3. 

23 Sec. 39. [CITY OF BEAVER .BAY; TAXES AUTHORIZED.] 

24 Subdivision l. [SALES AND USE TAXES.] Notwithstanding 

25 Minnesota Statutes, section 477A.016, or any other provision of 

26 law or ordinance, if approved by the voters of the city at·the 

27 next general election held after the date of final enactment of 

28 this act, the city of Beaver Bay may impose by ordinance a sales 

29 and use tax at a rate of up to one percent for the purposes 

30 specified in subdivision 2. The provisions of Minnesota 

31 Statutes, section 297A.99, govern the imposition, 

32 administration, collection, and enforcement of the tax 

. 33 authorized under this subdivision. 

34 Subd. 2. [USE OF REVENUES.] The revenues received from 

35 taxes authorized by subdivision 1 must be. used to pay the bonded 

36 indebtedness on the city community building and to provide 

Article 7 Section 39 128 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

l funding for recreational facilities, the upgrading of the water 

2 and sewer system, upgrading and replacement of fire equipment, 

3 and improvement of streets. 

4 Subd. 3. [TERMINATION OF TAXES.] The authority granted 

5 under subdivision 1 to the city of Beaver Bay· to impose sales 

6 and use taxes expires when the city council determines that the 

7 amount of revenue received to pay the costs of the projects 

8 described in subdivision 2 shall meet or exceed $1,500,000. Any 

9 funds remaining after completion of the projects may be placed 

10 in the general fund of the city. The tax imposed under 

11 subdivision 1 may expire at an earlier time if the city so 

12 determines by ordinance. 

13 [EFFECTIVE DATE.] This section is effective the day after 

14 the governing body of the city of Beaver Bay and its chief 

15 clerical officer timely comply with Minnesota Statutes, section 

16 645.021, subdivisions 2 and 3. 

17 Sec. 40. [CITY OF BEMIDJI.] 

18 Subdivision 1. [SALES AND USE TAX AUTHORIZED.] 

19 Notwithstanding Minnesota Statutes, section 477A.016, or any 

20 other provision of law, ordinance, or city charter, pursuant to 

21 the approval of the city voters at the general election held on 

22 November 5, 2002, the city of Bemidji may impose by ordinance a 

23 sales and use tax of one-half of one percent for the purposes 

24 specified in subdivision 2. The provisions of Minnesota 

25 Statutes, section 297A.99, govern the imposition, 

26 administration, collection, and enforcement of the tax 

27 authorized under this subdivision. 

28 Subd. 2. [USE OF REVENUES.] Revenues received from the tax 

29 authorized by subdivision 1 must be used for the cost of 

30 collecting and administering the tax and to pay all or part of 

31 the capital or administrative costs of the acguisition, 

32 construction, and improvement of parks and trails within the 

33 city, as provided for in the city of Bemidji's parks, open 

34 space, and trail system plan, adopted by the Bemidji City 

35 Council on November 21, 2001. Authorized expenses include, but 

36 are not limited to, acguiring property, paying construction 
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1 expenses related to the development ·of these facilities and 

2 improvements, and securing and paying. debt service on bonds or 

3 other obligations issued to finance acquisition, construction, 

4 improvement, or development of parks and trails within the city 

5 of Bemidji. 

6 Subd. 3. [BONDS.] Pursuant to the approval of the city 

7 voters at the general election held on November 5, 2002, the 

8 city of Bemidji may issue, without an additional election, 

9 general obligation bonds of the city in an amount not to exceed 

10 $9,826,000 to pay capital and administrative expenses for the 

11 acquisition, construction, improvement, and development of parks 

12 and trails as specified in subdivision 2. The debt represented 

13 by the. bonds must not be included in computing any debt 

14 limitations applicable to the city, and the levy of taxes 

15 required by Minnesota Statutes, section 475.61, to pay the 

16 principal of any interest on the bonds must not be subject to 

17 any levy.limitations or be included in computing or applying any 

18 levy limitation applicable to the city. 

19 Subd. 4. [TERMINATION OF TAX.] The tax imposed under 

20 subdivision 1 expires when the Bemidji City Council determines 

21 that the amount described in subdivision 3 has been received 

22 from the tax to finance the capital and administrative costs for 

23 acquisition, construction, improvement, and development of parks 

24 and trails and to repay or retire at maturity the principal, 

25 interest, and premium due on any bonds issued for the park and 

26 trail improvements under subdivision 3. Any funds remaining 

27 after completion of the park and trail improvements and 

28 retirement or redemption of the bonds may be placed in the 

29 general fund of the city. The tax imposed under subdivision 1 

30 may expire at an earlier time if the city so determines by 

31 ordinance. 

32 [EFFECTIVE DATE.] This section is effective the day after 

33 compliance by the governing body of the city of Bemidji with 

34 Minnesota Statutes, section 645.021, subdivision 3. 

35 Sec. 41. [CITY OF CLOQUET; TAXES AUTHORIZED.] 

36 Subdivision 1. [SALES AND USE TAX.] Notwithstanding 
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1 Minnesota Statutes, section 477A.016, or any other provision of 

2 law, ordinance, or city charter, if approved by the voters 

3 pursuant to Minnesota Statutes, section 297A.99, the city of 

4 Cloquet may impose by ordinance a sales and use tax of up to 

5 one-half of one percent for the purpose specified in subdivision 

6 3. The provisions of Minnesota Statutes, section 297A.99, 

7 gov~rn the imposition, administration, collection, and 

8 enforcement of the tax authorized under this subdivision. 

9 Subd. 2. [EXCISE TAX AUTHORIZED.] Notwithstanding 

10 Minnesota Statutes, section 477A.016, or any other provision of 

11 law, ordinance, or city charter, the city of Cloguet may impose 

12 by ordinance, for the purposes specified in subdivision 3, an 

13 excise tax of up to $20 per motor vehicle, as defined by 

14 ordinance, purchased or acquired from any person engaged within 

15 the city in the business of selling motor vehicles at retail. 

16 Subd. 3. [USE OF REVENUES.] Revenues received from taxes 

17 authorized by subdivisions 1 and 2 must be used by the city to 

18 pay the cost of collecting the taxes and to pay for the 

19 following projects: 

20 (1) construction and implementation of riverfront task 

21 force park improvements including Veteran's Park; 

22 (2) extension of water and sewer lines and other 

23 improvements to city infrastructure necessary for construction 

24 of a city industrial park; and 

25 (3) costs associated with the closure of the Cloguet 

26 Municipal Landfill. 

27 Authorized expenses include, but are not limited to, 

28 acquiring property and paying construction expenses related to 

29 these improvements, and paying debt service on bonds or other 

30 obligations issued to finance acguisition and construction of 

31 these improvements. 

32 Subd. 4. [BONDING AUTHORITY.] (a) The city may issue bonds 

33 under Minnesota Statutes, chapter 475, to pay capital and 

34 administrative expenses for the improvements described in 

35 subdivision 3 in an amount that does not exceed $7,000,000. An 

36 election to approve the bonds under Minnesota Statutes, section 
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1 475.58, is not required. 

2 (b) The issuance of bonds under this subdivision is not 

3 subject to Minnesota Statutes, sections 275.60 and 275.61. 

4 (c) The debt represented by the bonds is not included in 

5 computing any debt limitation applicable to the city, and any 

6 levy of taxes under Minnesota Statutes, section 475.61, to pay 

7 principal of and interest on the bonds is not subject to any 

8 levy limitation. 

9 Subd. 5. [TERMINATION OF TAXES.] The taxes imposed under 

10 subdivisions 1 and 2 expire at the earlier of (1) 14 years, or 

11 (2) when the city council determines that sufficient funds have 

12 been received from the taxes to finance the capital and 

13 administrative costs of the improvements described in 

14 subdivision 3, plus the additional amount needed to pay the 

15 costs related to issuance of bonds under subdivision 4, 

16 including interest on the bonds. Any funds remaining after 

17 completion of the project and retirement or redemption of the 

18 bonds may be placed in the general fund of the city. The taxes 

19 imposed under subdivisions 1 and 2 may expire at an earlier time 

20 if the city so dete·rmines by ordinance. 

21 [EFFECTIVE DATE.] This section is effective the day after 

22 the governing body of the city of Cloquet and its chief clerical 

23 officer timely comply with Minnesota Statutes, section 645.021, 

24 subdivisions 2 and 3. 

25 Sec. 42. [CITY OF CLEARWA~ER.] 

26 Subdivision 1. [SALES AND USE TAX AUTHORIZED.] 

27 Notwithstanding Minnesota Statutes, section 477A.016, or any 

28 other provision of law, ordinance, or city charter, pursuant to 

29 the approval of the city voters at the next general election or 

30 at a special election held for this purpose, the city of 

31 Clearwater may impose by ordinance a saies and use tax of 

32 one-half of one percent for the purposes specified in 

33 subdivision 2. The provisions of Minnesota Statutes, section 

34 297A.99, govern the imposition, administration, collection, and 

35 enforcement of the tax authorized under this subdivision. 

36 Subd. 2. [USE OF REVENUES.] Revenues received from the tax 
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1 authorized by subdivision 1 must be used for the cost of 

2 collecting and administering the tax and to pay all or part of 

3 the capital or administrative costs of the development, 

4 acquisition, construction, and improvement of parks, trails, 

5 parkland, open space, and land and buildings for a regional 

6 community and recreation center. Authorized expenses include, 

7 but are not limited to, acguiring property, paying construction 

8 expenses related to the development of these facilities and 

9 improvements, and securing and paying debt service on bonds or 

10 other obligations issued to finance acquisition, construction, 

11 improvement, or development. 

12 Subd. 3. [BONDS.] Pursuant to the approval of the city 

13 voters to impose the tax authorized in subdivision 1, the city 

14 of Clearwater may issue without an additional election general 

15 obligation bonds of the city in an amount not to exceed 

16 $3,000,000 to pay capital a·nd administrative· expenses for the 

17 acguisition, construction, improvement, and development of the 

18 projects specified in subdivision 2. The debt represented by 

19 the bonds must not be included in computing any debt limitations 

20 applicable to the city, and the levy of taxes required by 

21 Minnesota Statutes, section 475.61, to pay the principal or any 

22 interest on the bonds must not be subject to any levy 

23 limitations or be included in computing or applying any levy 

24 limitation apPlicable to the city. 

25 Subd. 4. [TERMINATION OF TAX.] The tax imposed under 

26 subdivision 1 expires when the Clearwater City Council 

27 determines that the amount described in subdivision 3 has been 

28 received from the tax to finance the capital and administrative 

29 costs for acguisition, construction, improvement, and 

30 .development of the projects specified in subdivision 2 and to 

31 repay or retire at maturity the:principal,. interest, and premium 

32 due on any bonds issued for the projects under subdivision 3. 

33 Any funds remaining after completion of the projects specified 

34 in subdivision 2 and retirement or redemption of the bonds may 

35 be placed in the general fund of the city. The tax imposed 

36 under subdivision 1 may expire at an earlier time if the city so 
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1 determines by ordinance. 

2 [EFFECTIVE DATE.] This section is effective the day after 

3 compliance by the governing body of the city of Clearwater with 

4 Minnesota Statutes, section 645.021, subdivision 3. 

5 Sec. 43. [REVERSE REFERENDUM; CHANGE IN MANKATO SALES TAX 

6 EXPIRATION DATE.] 

7 For the change in section 26 to be effective, the Mankato 

8 City Council must pass a resolution stating that they intend to 

9 implement the change in the expiration date of the local sales 

10 tax authorized under section 26. The resolution must indicate 

11 when the sales tax would expire under the law before any change, 

12 and when it will expire under the authorized change in the law. 

13 The resolution must be published for ·two successive weeks in the 

14 official newspaper of the city or, if there is no official 

15 newspaper, in a newspaper of general circulation in the city, 

16 together with a notice fixing a date for a public hearing on the 

17 matter. The hearing must be held at least two weeks but no more 

18 than four weeks after the first publication of the resolution. 

19 Following the public hearing, the city may determine .to take no 

20 further action or adopt a resolution confirming its intention to 

21 extend the expiration date of the sales tax. That resolution 

22 must also be published in the official newspaper of the city or, 

23 if there is no official newspaper, in a newspaper of general 

24 circulation in the city. If within 30 days of publication of 

25 the resolution a petition signed by voters equal in number to at 

26 least ten percent of the votes cast in the city in the last 

27 general election requesting a vote on the resolution is filed 

28 with the county, the resolution is not effective until it has 

29 been submitted to the voters at a general or special election 

30 and a majority of votes cast on the guestion of approving the 

31 resolution are in the affirmative. The .commissioner of revenue 

32 shall prepare a suggested form of question to be presented at 

33 the election. The notices, hearing, and any reguired referendum 

34 must be held before December 31, 2005. 

35 Notwithstanding any other law or charter provision, the 

36 taxes imposed under Laws 1991, chapter 291, article 8, section 
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l 27, shall not expire before December 31, 2005. However, if the 

2 city has not met the requirements in this section for adopting 

3 the change in the effective date allowed in section 26, the tax 

4 shall expire after December 31, 2005, as soon as is feasible 

5 under Minnesota Statutes, section 297A.99, subdivision 12. 

6 [EFFECTIVE DATE.] This section is effective the day after 

7 compliance by the city of Mankato with Minnesota Statutes, 

8 section 645.021, subdivision 3. 

9 Sec. 4 4. [CITY OF MEDFORD;.- SALES AND USE TAX. ] 

10 Subdivision 1. [SALES AND USE TAX AUTHORIZED.] 

11 Notwithstanding Minnesota Statutes, section 477A.016, or any 

12 other provision of law, ordinance, or city charter, the city of 

13 Medford may, by ordinance, impose a sales and use tax of 

14 one-half of one percent for the purposes specified in 

15 subdivision 2. Except as otherwise specifically provided, the 

16 provisions of Minnesota Statutes, section 297A.99, govern the 

17 imposition, administration, collection, and enforcement of the 

18 tax authorized under this subdivision. 

19 Subd. 2. [USE OF REVENUES.] The proceeds of the tax 

20 imposed under this section must be used to pay up to $5,000,000 

21 in costs related to improving the city's wastewater system and 

22 wastewater treatment plant. 

23 Subd. 3. [REFERENDUM.] If the Medford City Council 

24 proposes to impose the tax authorized by this section, the 

25 question of imposing the tax must be submitted to the voters at 

26 the next general election. The tax may not be imposed unless 

27 the majority of votes cast on the question of imposing the tax 

28 are in the affirmative. The commissioner of revenue shall 

29 prepare a suggested form of the question to be presented at the 

30 election. The question must state that the sales tax revenues 

31 would be pledged to pay any bonctls issued under subdivision 4 and 

32 that these bonds are guaranteed by the city's property taxes. 

33 Subd. 4. [BONDING AUTHORITY.] {a) The city may issue bonds 

34 under Minnesota Statutes, chapter 475, to finance the capital 

35 expenditure and improvement projects authorized under 

36 subdivision 2. The total amount of bonds issued for the 
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1 projects listed in subdivision 2 may not exceed $5,000,000 in 

2 aggregate. An election to approve the bonds, as required under 

3 Minnesota Statutes, section 475.58, is not required. 

4 (b) The issuance of the bonds under this subdivision is not 

5 subject to Minnesota Statutes, sections 275.60 and 275.61. 

6 (c) The bonds are not included in computing any debt 

7 limitation applicable to the city, and the levy of taxes under 

8 Minnesota Statutes, section 475.61, to pay the principal of and 

·9 interest on the bonds is not subject to any levy limitation. 

10 (d) The taxes authorized under this section may be pledged 

11 to and used for the payment of the bonds and any bonds issued to 

12 refund them only if the bonds and any refunding bonds are 

13 general obligations of the city. 

14 Subd. 5. [TERMINATION OF TAXES.] The taxes imposed under 

15 this section expire at the earlier of (1) 20 years after the 

16 taxes are first imposed, or (2) when the city council first 

17 determines that the amount of revenues raised to pay for the 

18 projects under subdivision 2 shall meet or exceed the sum of 

19 $5,000,000, plus an amount equal to the costs related to the 

20 issuance of bonds under subdivision 4. Any funds remaining 

21 after completion of the projects and retirement or redemption of 

22 the bonds may be placed in the general funds of the city. 

23 [EFFECTIVE DATE.] This section is effective the day after 

24 compliance with the governing body of the city of Medford with 

25 Minnesota Statutes, section 645.021, subdivision 3. 

26 Sec. 45. [CITY OF PARK RAPIDS.] 

27 Subdivision 1. [SALES AND USE TAX AUTHORIZED.] 

28 Notwithstanding Minnesota Statutes, section 477A.016, or any 

29 other provision of law, ordinance, or city charter, pursuant to 

30 .the approval of the city voters at the next general election or 

31 at a special election held for this purpose,·the city of Park 

32 Rapids may impose by ordinance a sales and use tax of one 

33 percent for the purposes specified in subdivision 2. The 

34 provisions of Minnesota Statutes, section 297A.99, govern the 

35 imposition, administration, collection, and enforcement of the 

36 tax authorized under this subdivision. 
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1 Subd. 2. [USE OF REVENUES.] Revenues received from the tax 

2 authorized by subdivision_ 1 must be used for the cost of 

3 collecting and administering the tax and to pay all or part of 

4 the capital or administrative costs of the development, 

5 acquisition, construction, and improvement of the following 

6 projects: 

7 (1) two-thirds of the cost of construction and operation of 

8 a community center that may include a senior citizen cente·r, 

9 fitness center, swimming pool, meeting rooms, indoor track, and 

10 racguetball, basketball, and tennis courts, provided that an 

11 amount egual to one-third of the cost of construction is 

12 received from private sources; 

13 (2) capital improvement projects including, but not limited 

14 to, installation of water, sewer, storm sewer, street 

15 improvements, new city water tower and well, costs related to 

16 improvements to marked trunk highway 34; and 

17 (3) park improvements. 

18 Authorized expenses include, but are not limited to, 

19 acguiring property, paying construction expenses related to the 

20 development of these facilities and improvements, and securing 

21 and paying debt service on bonds or other oblig~tions issued to 

22 finance acquisition, construction, improvement, or development. 

23 Subd. 3. [BONDS.] Pursuant to the approval of the city 

24 voters to impose the tax authorized in subdivision 1, the city 

25 of Park Rapids may issue without an additional election general 

26 obligation bonds of the city to pay capital and administrative 

27 expenses for the acguisition, construction, improvement, and 

28 development of the projects specified in subdivision 2. The 

29 debt represented by the bonds must not be included in computing 

30 _any debt limitations applicable to the city, and the levy of 

31 taxes reguired by Minnesota Statutes, section 475.61, to pay the 

32 principal or any interest on the bonds must not be subject to 

33 

34 

35 

any levy limitations or be included in computing or applying any 

levy limitation applicable to the city. 

Subd. 4. [TERMINATION OF TAX.] The tax imposed under 

36 subdivision 1 expires the earlier of July 1, 2023, or when the 
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l city council determines that sufficient revenues have been 

2 received to retire the bonds in subdivision 3. Any funds 

3 remaining after completion of the projects specified in 

4 subdivision 2 and retirement or redemption of the bonds may be 

5 placed in the general fund of the city. The tax imposed under 

6 subdivision l may expire at an earlier time if the city so 

7 determines by ordinance. 

8 [EFFECTIVE DATE.] This section is effective the day after 

9 compliance by the governing body of the city of Park Rapids with 

10 Minnesota Statutes, section 645.021, subdivision 3. 

11 Sec •. 46. [CITY OF PROCTOR; LODGING TAX.] 

12 The city of Proctor may use up to ten percent of the 

13 revenues received from the lodging tax imposed by the city under 

14 Minnesota Statutes, section 469.190, for preservation of the 

15 Caboose and the Baldwin Locomotive, Class M3 Mallet, Number 225, 

16 donated to the city by the Duluth, Missabe and Iron Range 

17 Railway Company, and the F-lOlF ·aircraft, serial number 59-0407, 

18 donated to the city by the Department of the Air Force. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 47. [ST. CLOUD AREA CITIES; SALES AND USE TAX 

22 AUTHORIZED.] 

23 Subdivision 1. [SALES AND USE TAX AUTHORIZED.] i!1 

24 Notwithstanding Minnesota Statutes, sections 297A.99, 

25 subdivision 3, paragraph (d), and 477A.016, or any other 

26 provision of law, ordinance, or city charter, the following 

27 cities may, by ordinance, impose a sales and use tax of one half 

28 of one percent for the purposes specified in subdivision 2: 

29 (1) the city of St. Cloud, pursuant to the approval of the 

30 city voters at the general election held on November 2, 2004: 

31 (2) the city of St. Joseph~ pursuant to the approval of the 

32 city voters at the general election on November 2, 2004; 

33 (3) the city of Waite Park, pursuant to the approval of the 

34 city voters at the general election held on November 4, 2003, 

35 and any additional approval by the voters of that city at the 

36 next general election; 
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1 · (4) the city of Sartell, pursuant to the approval of the 

2 city voters at the general election held on November 2, 1999, 

3 and any additional approval at the next general election; and 

4 (5) the cities of Sauk Rapids and St. Augusta, pursuant to 

5 the approval of the voters of that city at the next general 

6 election. 

7 (b) The provisions of Minnesota Statutes, section 297A.99, 

8 except subdivision 3, paragraph (d), govern the imposition, 

9 administration, collection, and _enforcement of the tax 

10 · authorized under this subdivision. 

11 Subd. 2. [USE OF REVENUES.] (a) Revenues received from the 

12 tax. authorized under subdivision 1 must be used for collecting 

13 and administering the taxes and to pay all or part of the 

14 capital and administrative costs of the acquisition, 

15 construction, and improvement of a new regional library located 

16 in the city of St. Cloud. Authorized expenses include, but are 

17 not limited to, acquiring property, paying construction expenses 

18 related to the development of the library, and securing and 

19 paying debt service issued to finance construction or 

20 improvement of the authorized facility. The total amount that 

21 may be spent on this project may not exceed $30,000,000 plus any 

22 debt service costs. 

23 (b) If revenues collected from the taxes imposed under 

24 subdivision 1 are greater than the amount needed to meet 

25 obligations under paragraph (a) in any year, the surplus may be 

26 returned to the cities in a manner agreed upon by the 

27 participating cities under an applicable joint powers 

28 agreement. Cities must use revenues received under this 

29 paragraph to fund projects that have been approved by the voters 

30 at the referendum authorizing the tax. Authorized expenses 

31 include, but are not limited to~· acquiring property, paying 

32 construction expenses related to the development of the 

33 authorized facility, and securing and paying debt service issued 

34 to finance construction or improvement of the authorized 

35 facility. 

36 (c) Notwithstanding any provisions to the contrary 
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1 contained in a referendum authorizing the imposition of the tax, 

2 projects that may be fund~d from revenues distributed under 

3 paragraph (b) are limited to the following: 

4 (1) the St. Cloud Regional Airport; 

5 (2) regional transportation improvements; 

6 (3) community and aguatics centers; 

7 ( 4) regional public' libraries; and 

8 (5) acquisition and improvement of regional park land, 

9 trails, and open space. 

10 (d) The cities of Waite Park and Sartell may use revenues 

11 from the tax imposed in subdivision 1 to fund the library under 

12 paragraph (a) without additional approval by city voters; 

13 however, each city must seek approval of its voters to fund any 

14 other project not approved by the voters at the referendum held 

15 on November 4, 2003, and November 2, 1999, respectively. 

16 Subd. 3. [ALLOCATION OF SALES AND USE TAX REVENUES TO 

17 CITIES.] Revenues collected from the taxes authorized by 

18 subdivision 1, after paying the cost of collecting and 

19 administering the tax, shall be allocated to cities imposing the 

20 tax as follows: 

21 (1) the first $900,000 of revenues collected annually, 

22 indexed annually to the Consumer Price Index, to the city of St. 

23 Cloud for the construction and relocation of a regional library 

24 located in the city; and 

25 (2) the revenues collected from the taxes imposed under 

26 subdivision 1 that exceed the amount needed to meet the 

27 obligations under clause (1) in any year shall be returned to 

28 the cities pursuant to a joint powers agreement allocating sales 

29 tax revenues among the cities. 

30 Subd. 4. [CITY BONDING AUTHORIZED.] The city imposing a 

31 tax under subdivision 1 may issue general obligation bonds to 

32 pay the costs of the projects specified in subdivision 2, 

33 pursuant to the approval of the projects by the city voters at 

34 the election authorizing the imposition of the tax. The bonds 

35 issued for each project are limited to the amount authorized to 

36, be spent on the project in the referendum. The debt represented 
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1 by the bonds must not be included in computing any debt 

2 limitations applicable to the city, and the levy of taxes 

3 required by Minnesota Statutes, section 475.61, to pay the 

4 principal or any interest on the bonds must not be subject to 

5 any levy limitations or be included in computing or applying any 

6 levy limitation applicable to the city. 

7 Subd. 5. [TERMINATION OF TAX.] The tax imposed in a city 

8 under subdivision 1 expires when the city council'determines 

9 that sufficient funds have been _collected from the tax to retire 

10 or redeem the bonds and obligations authorized under subdivision 

11 2, but no later than 17 years after the date the tax is first 

12 imposed. Any funds remaining after completion of the projects 

13 specified in subdivision 2·and retirement or redemption of the 

14 bonds may be placed in the general fund of the city. The tax 

15 imposed under subdivision 1 may expire at an earlier time if the 

16 city so determines by ordinance. 

17 [EFFECTIVE DATE.] This section is effective the day after 

18 compliance by the governing body of the city with Minnesota 

19 Statutes, section 645.021, subdivision 3, for sales and 

20 pu·rchases made on and after January 1, 2006. 

21 Sec. 48. [SALES AND USE TAX COMPLIANCE GAP.] 

22 The commissioner must reduce the amount of the compliance 

23 gap in the payment of sales and use tax by 25 percent before 

24 December 31, 2007; and must reduce the compliance gap in the 

25 payment of sales and use tax by an additional 25 percent before 

26 December 31, 2009. The commissioner must establish an effective 

27 method to allow individuals who purchase taxable products or 

28 services and have not paid the tax at the time of the purchase 

29 to pay the tax. The commissioner must advise residents of this 

30 state how to pay sales and use tax. 

31 [EFFECTIVE DATE.] This sect1on is effective the day 

32 following final enactment. 

33 Sec. 49. [CITY OF WASECA; SALES AND USE TAX.] 

34 Subdivision 1. [SALES AND USE TAX 
-

35 AUTHORIZED.] Notwithstanding Minnesota Statutes, section 

36 477A.016, or any other provision of law, ordinance, or city 
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1 charter, the city of Waseca may, by ordinance, impose a sales 

2 and use tax of one-half of one percent for the purposes 

3 specified in subdivision 2. The provisions of Minnesota 

4 Statutes, section 297A.99, govern the imposition, 

5 administration, collection, and enforcement of the tax 

6 authorized under this· subdivision. 

7 Subd. 2. [USE OF REVENUES.] The proceeds of the tax 

8 imposed under this section must be used to pay for up to 

9 $1,820,000 in costs related to one or more of the following 

10 capital projects as described in the referendum in subdivision 3: 

11 (1) water quality and lake improvements; 

12 (2) community center improvements; 

13 (3) an industrial incubator; and 

14 (4) downtown improvements, including a theatre and blighted 

15 property acquisition. 

16 Subd. 3. [REFERENDUM.] If the Waseca city council proposes 

17 to impose the tax authorized by this section, the question of 

18 imposing the tax must be submitted to the voters at the next 

19 general election. The tax may not be imposed unless the 

20 majority of votes cast on the question of imposing the tax are 

21 in the affirmative. The specific projects to be funded by the 

22 tax must be identified at least 90 days before the referendum is 

23 held and included in the guestion presented at the election. 

24 The question must state that the sales tax revenues would be 

25 pledged to pay any bonds issued under subdivision 4 and that 

26 these bonds are guaranteed by the city's property taxes. 

27 Subd. 4. [BONDING AUTHORITY.] The city may issue bonds 

28 under Minnesota Statutes, chapter 475, to finance the· capital 

29 expenditure and improvement projects authorized under 

30 subdivision 2 and approved under subdivision 3. The total 

31 amount of bonds issued for the projects.approved.in subdivision 

32 3 may not exceed $1,820,000 in aggregate. An election to 

33 approve the bonds, as reguired under Minnesota Statutes, section 

34 475.58, is not required. 

35 Subd. 5. [TERMINATION OF TAXES.] The taxes imposed under 

36 this section expire at the earlier of (1) ten years after the 
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1 taxes are first imposed, or (2) when the city council first 

2 determines that the amount of revenues raised is sufficient to 

3 finance the capital projects approved under subdivision 3 and to 

4 prepay or retire at maturity the principal, interest, and 

5 premium due on any bonds issued under subdivision 4. Any funds 

6 remaining after completion of the projects may be placed in the 

7 general funds of the city. 

8 [EFFECTIVE DATE.] This section is effective the day after 

9 compliance with the governing body of the city of Waseca with 

10 Minnesota Statutes, section 645.021, subdivision 3. 

11 Sec. SO. [CITY OF WILLMAR.] 

12 Subdivision 1. [.S~ES AND USE TAX AUTHORIZED. ] 

13 Notwithstanding Minnesota Statutes, section 477A.016, or any 

14 other provision of law, ordinance, or city charter, pursuant to 

15 the approval of the city voters at the general election held on 

16 November 2, 2004, the city of Willmar may impose by ordinance a 

17 sales and use tax of one-half of one percent for the purposes 

18 specified in subdivision 2. The provisions of Minnesota 

19 Statutes, section 297A.99, govern the imposition, 

20 administration, collection, and enforcement of the tax 

21 authorized under this subdivision. 

22 Subd. 2. [USE OF REVENUES.] Revenues received from the tax 

23 authorized by subdivision 1 must be used for the cost of 

24 collecting and administering the tax and to pay all or part of 

25 the capital or administrative costs of the development, 

26 acquisition, construction, and improvement of the following 

27 projects: 

28 (1) completion and expansion of the airport/industrial 

29 park; 

30 (2) hiking and biking trails; 

31 (3) connection of the Blue~~ine and Civic Center buildings; 

32 and 

33 (4) purchase of that portion of the Willmar Regional 

34 Treatment Center campus located west of Marked Trunk Highway 71. 

35 Authorized expens.es include, but. are not limited to, 

36 acquiring property, paying construction expenses related to the 
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1 development of these facilities and improvements, and securing 

2 and paying debt service on bonds or other obligations issued to 

3 finance acquisition, construction, improvement, or development 

4 of these projects. 

5 Subd. 3. [BONDS.] The city of Willmar may issue without an 

6 additional election general obligation bonds of the city in an 

7 amount not to exceed $8,000,000 to pay capital and 

8 administrative expenses for the acquisition, construction, 

9 improvement, and development of .the projects listed in 

10 subdivision 2. The debt represented-by the bonds must not be 

11 included in computing any debt limitations applicable to the 

12 city, and the levy of taxes required by Minnesota Statutes, 

13 section 475.61, to pay the principal or any interest on the 

14 bonds, and must not be subject to any levy limitations or be 

15 included in computing or applying any levy limitation applicable 

16 to the city. 

17 Subd. 4. [TERMINATION OF TAX.] The tax imposed under 

18 subdivision 1 expires at the later of (1) seven years after the 

19 date the tax is first imposed, or (2) when the Willmar City 

20 Council determines that the amount described in subdivision 3 

21 has been received, from the tax to finance the capital and 

22 administrative costs, and to repay or retire at maturity the 

23 principal, interest, and premium due on any bonds issued under 

24 subdivision 3. Any funds remaining after completion of the 

25 projects listed in subdivision 2 and retirement or redemption of 

26 the bonds may be placed in the general fund of the city. The 

27 tax imposed under subdivision 1 may expire at an earlier time if 

28 the city so determines by ordinance. 

29 [EFFECTIVE DATE.] This section is effective the day after 

30 .compliance by the governing body of the city of Willmar with 

31 Minnesota Statutes, section 645~021, subdivision 3. 

32 Sec. 51. [CITY OF WINONA: TAXES AUTHORIZED.] 

33 Subdivision 1. [SALES AND USE TAX 

34 AUTHORIZED.] Notwithstanding Minnesota Statutes, section 

35 477A.016, or any other provision of law, ordi~ance, or city 

36 charter, if approved by the voters pursuant to Minnesota 
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1 Statutes, section 297A.99, the city of Winona may impose by 

2 ordinance a sales and use tax of one-half of one percent for the 

3 purposes specified in subdivision 3. The provisions of 

4 Minnesota Statutes, section 297A.99, govern the imposition, 

5 administration, collection, and enforcement of the tax 

6 authorized under this subdivision. 

7 Subd. 2. [EXCISE TAX AUTHORIZED.] Notwithstanding 

8 Minnesota Statutes, section 477A.016, or any other contrary 

9 provision of law, ordinance, or city charter, the city of Winona 

10 may impose by ordinance, for the purposes specified in 

11 subdivision 3, an excise tax of up to $20 per motor vehicle, as 

12 defined by ordinance, purchased or acquired from any person 

13 engaged within the city in the business of selling motor 

14 vehicles at retail. 

15 Subd. 3. [USE OF REVENUES.] Revenues received from the 

16 taxes authorized by subdivisions 1 and 2 must be used to pay all 

17 or part of the capital costs of transportation, cultural, or 

18 library projects located within the city, including securing or 

19 paying debt service on bonds issued under subdivision 4, for the 

20 transportation, cultural, or library projects and to pay the 

21 cost of collecting and administering the tax. Authorized costs 

22 include, but are not limited to, acquiring property and paying 

23 construction and engineering costs related to the projects. 

24 Subd. 4. [BONDS.] The city of Winona, if approved by 

·25 voters pursuant to Minnesota Statutes, section 297A.99, may 

26 issue general obligation bonds of the city, in one or more 

27 series, in the aggregate principal amount not to exceed 

28 $20,000,000 to pay capital and administrative costs of the 

29 transportation, cultural, or library projects. The debt 

30 represented by the bonds is not included in computing any debt 

31 limitations applicable to the city, and.the levy of taxes 

32 required by Minnesota Statutes, section 475.61, to pay the 

33 principal of and interest on the bonds is not subject to any 

34 levy limitation or included in computing or applying any levy 

35 limitation applicable to the city. 

36 Subd. 5. [TERMINATION OF TAXES. ] The taxe.s imposed under 
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1 subdivisions 1 and 2 expire at the later of 15 years after the 

2 imposition of the tax or when the Winona city council determines 

3 that sufficient funds have been received from the taxes to 

4 prepay or retire at maturity the principal, interest, and 

5 premium due on any bonds issued for the projects under 

6 subdivision 4. Any funds remaining after expiration of the 

7 taxes and retirement of the bonds may be placed in a capital 

8 project fund of the city. The taxes imposed under subdivisions 

9 1 and 2·may expire at an earlier time if the city so determines 

10 by ordinance. 

11 [EFFECTIVE DATE.] This section is effective the day after 

12 compliance by the governing body of the city of Winona with 

13 Minnesota Statutes, section 645.021, subdivision 3. 

14 Sec. 52. [LODGING TAX; HUBBARD COUNTY.AUTHORITY.] 

15 Notwithstanding Minnesota Statutes, section 469.190, 

16 subdivisions 1 and 4, Hubbard County may impose the local 

·17 lodging tax authorized in that section in all towns and 

18 unorganized territories within the county, and no town located 

19 in the county may impose the local lodging tax. Any local 

20 lodging tax imposed by a town in Hubbard County prior to the 

21 effective date of this section expires the day that a county tax 

22 is imposed under this section. 

23 If the county board exercises the authority under this 

24 section, it must determine by resolution that imposition of the 

25 tax is in the county's interest. The resolution is subject to 

26 the notice and.reverse referendum requirements that would apply 

27 under Minnesota Statutes, section 469.190, subdivision 5, if the 

28 . county was imposing the tax in an unorganized territory. The 

29 provisions of Minnesota Statutes, section 469.190, ·subdivisions 

30 2, 3, 6, and 7, apply to a tax imposed under this section. 

31 [EFFECTIVE DATE.] This section is effective the day after 

32 the governing body of Hubbard County and its chief clerical 

33 officer comply with Minnesota Statutes, section 645.021, 

34 subdivisions 2 and 3. 

35 Sec. 53. [USE TAX ENFORCEMENT.] 

36 The commissioner shall establish a use tax enforcement unit 
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1 within the Department of Revenue to conduct direct compliance 

2 activities that will increase payment of use tax. The 

3 commissioner shall inform and educate taxpayers about the 

4 requirement to·pay use tax. The commissioner shall also conduct 

5 an information campaign targeted to higher income individuals, 

6 attorneys, accountants, and tax preparers to advise individuals 

7 and tax professionals of the obligation to report and pay use 

8 tax. 

9 [EFFECTIVE DATE.] This section is effective July l, 2005. 

10 Sec. 54. [REPEALER.] 

11 Minnesota Statutes 2004, section 297A.99, subdivision 13, 

12 is repealed effective· July 1, 2005. 

13 ARTICLE 8 

14 PROPERTY TAXES - SF1683 

15 Section l. Minnesota Statutes 2004, section 103C.331, 

16 subdivision 16, is amended to read: 

17 Subd. 16. [BUDGET.] The district board shall annually 

18 present a budget consisting of an itemized statement of district 

19 expenses for the ensuing calendar year to th~ boards of county 

20 commissioners of the counties in which the district is located. 

21 The county boards may levy an annual tax on all taxable real 

22 property in the district or annually authorize district levies, 

23 as provided in section 103C.332, for the amount that the boards 

24 determine is necessary to meet the requirements of the 

25 district. The amount levied shall be collected and distributed 

26 to the district as prescribed by chapter 276. The amount may be 

27 spent by the district board for a district purpose authorized by 

28 law. 

29 Sec. 2. [103C.332] [DISTRICT FUNDS AND LEVIES.] 

30 Subdivision 1. [GENERAL FUND.] (a) A district shall create 

31 a general fund consisting of: 

32 (l) an ad valorem tax levy, authorized by a county board 

33 under section 103C.331, subdivision 16, that may not exceed 

34 0.048 percent of taxable market value, or $750,000, whichever is 

35 less; and 

36 (2) revenue received from the county for administration of 
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the district under section 103C.331, subdivision 16. 

(b) The money in the fund shall be used for general 

administrative expenses. The supervisors may make an annual 

levy for the general fund as provided in subdivision 6. 

Subd. 2. [IMPLEMENTATION AND PROJECT MATCH FUND.] A 

district shall create an implementation fund to supply funds for 

the implementation of the projects of the district or to match 

grants from outside sources consisting of: 

(1) ad valorem tax levies or fees levied or to be levied 

for the implementation of projects of the district or to match 

grants, authorized by the county board under section 103C.331, 

subdivision 16; and 

(2) revenue received from the county under section 

103C.331, subdivision 16, for the implementation of projects of 

the district or to match grants. 

Subd. 3. [BUDGET HEARING.] (a) Before adopting a budget 

when levies are authorized by the county board under section 

103C.331, subdivision 16, the supervisors shall hold a public 

hearing on the proposed budget. 

(b) The supervisors -shall publish a notice of-the hearing 

with a summary of the proposed budget in one or more newspapers 

of general circulation in each county consisting of part of the 

district. The notice and summary shall be published once each 

week for two successive weeks before the hearing. The last 

publication shall be at least two days before the hearing. 

Subd. 4. [BUDGET ADOPTION.] On or before September 1 of 

each year, the supervisors shall adopt a budget for the next 

year and decide on· the total amount necessary to be raised. from 

ad valorem tax levies to meet the district's budget. 

Subd. s. [CERTIFICATION TO AUDITOR.] After adoption· of the 

budget and no later than September 1, the district shall certify 

to the auditor of each county within the district, the county's 

share of an authorized tax, which shall be an amount bearing the 

same proportion to the total levy as the net tax capacity of the 

area of the county within the dist~ict bears to the net tax 

36 capacity of the entire district. The maximum amount of a levy 
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1 may not exceed the amount provided in subdivisions 1 and 2. 

2 Subd. 6. [LEVY.] The auditor of each county in the 

3 district shall add the amount of an authorized levy made by 

4 supervisors to the other tax levies on the property of the 

5 county within the district for collection by the county 

6 treasurer with other taxes. The county treasurer shall make 

7 settlement of the taxes collected with the treasurer of the 

the 

8 district in th~ same manner as other taxes are distributed to 

9 the 6ther political subdivisions~ The levy authorized by this 

10 section is in addition to other county taxes authorized by law. 

11 Sec. 3. Minnesota Statutes 2004, section 123B.53, is 

12 amended by adding a subdivision to read: 

13 Subd. la. [DEBT SERVICE LEVIES; CHOICE OF TAX BASE.] A 

14 school board may by resolution elect to levy the debt service 

15 for a bond issued after July 1, 2005, against the referendum 

16 market value of the district, as defined under section 126C.Ol, 

17 subdivision 3, rather than the net tax capacity of the district, 

18 except that for purposes of this subdivision, noncommercial 4c(l) 

19 property under section 273.13 is valued at its market value. A 

20 resolution to levy against referendum market value must be 

21 passed at an open meeting of the board, at least 60 days prior 

22 to the referendum election. 

23 [EFFECTIVE DATE.] This section is effective the day 

24 following final enactment. 

25 Sec. 4. Minnesota Statutes 2004, section 123B.53, 

26 subdivision 4, is amended to read: 

27 Subd. 4. [DEBT SERVICE EQUALIZATION REVENUE.] (a) The debt 

28 service equalization revenue of a district equals the sum of the 

29 first tier debt service equalization revenue and the second tier 

30 debt service equalization revenue. 

31 (b) The first tier debt se~~ice equalization revenue of a 

32 district equals the greater of zero or the eligible debt service 

33 revenue minus the amount raised by a levy of 15 percent times 

34 the adjusted net tax capacity of the district minus the second 

35 tier debt. service equalization revenue of the district. 

36 (c) The second tier debt service equalization revenue of a 
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1 district equals the greater of zero or the eligible debt service 

2 revenue, excluding alternative facilities levies under section 

3 123B.59, subdivision 5, minus the amount raised by a levy of 25 

4 percent times the adjusted net tax capacity of the district. 

5 (d) Debt service equalization revenue is determined as 

6 provided under this subdivision regardless of whether the debt 

7 service is being levied against net tax capacity or referendum 

8 market value. 

9 [EFFECTIVE DATE.] This section is effective July l, 2005. 

10 Sec. 5. Minnesota Statutes 2004, section 123B.55, is 

11 amended to read: 

12 123B.55 [DEBT SERVICE LEVY.] 

13 Subdivision 1. [LEVY AMOUNT.] A district may levy the 

14 amounts necessary to make payments for bonds issued and for 

15 interest on them, including the bonds and interest on them, 

16 issued as authorized by Minnesota Statutes 1974, section 

17 275.125, subdivision 3, clause (7)(C); and the amounts necessary 

18 for repayment of debt service loans and capital loans, minus the 

19 amount of debt service equalization revenue of the district. 

20 Subd. 2. [AID APPORTIONMENT.] A district's debt service 

2·1 equalization aid shall be apportioned between the net tax 

22 capacity debt service levy and the referendum market value debt 

23 service levy in the same proportions as eligible debt service 

24 revenues resulting from bonds issued against net tax capacity 

25 are to eligible debt service revenues resulting from bonds 

26 issued against referendum market value. 

27 Subd. 3. [NET TAX CAPACITY DEBT SERVICE LEVY.] The levy 

28 amount determined under subdivision 1, plus the eligible debt 

29 service revenues resulting from bonds issued against net tax 

30 .capacity, minus the debt service equalization aid apPortioned to 

31 the net tax capacity debt service levy, .must be levied against 

32 the net tax capacity of the district as determined under section 

33 273.13 and must be included with the other net tax capacity 

34 levies certified to the county auditor under section 275.07. 

35 Subd. 4. [REFERENDUM MARKET VALUE DEBT ·sERVICE LEVY.] The 

36 eligible debt service revenues resulting from bonds issued 
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1 against referendum market value, minus the debt service 

2 egualization aid apportiqned to the referendum market value debt 

3 service levy, must be levied against the referendum market value 

4 of the district as defined in section 126C.Ol, subdivision 3, 

5 and must be separately certified to the county auditor under 

6 section 275.07. 

7 [EFFECTIVE DATE.] This section is effective beginning with 

8 taxes payable in 2006. 

9 Sec. 6. Minnesota Statutes 2004, section 123B.71, 

10 subdivision 9, is amended to read: 

11 Subd. 9. [INFORMATION REQUIRED.] A school board proposing. 

12 to construct a facility described in subdivision 8 shall submit 

13 to the commissioner a proposal containing information including 

14 at least the following: 

15 (1) the geographic area and population to be served, 

16 preschool through grade 12 student enrollments for the past five 

17 years, and student enrollment projections for the next five 

18 years; 

19 (2) a list of existing facilities by year constructed, 

20 their uses, and an assessment of the extent to which alternate 

21 facilities are available within the school district boundaries 

22 and in adjacent schoQl districts; 

23 (3) a list of the specific deficiencies of ~he facility 

24 that demonstrate the need for a new or renovated facility to be 

25 provided, and a list of the specific benefits that the new or 

26 renovated facility will provide to the students, teachers, and 

27 community users served by the facility; 

28 (4) the relationship of the project to any priorities 

29 established by the school district, educational cooperatives 

30 that provide support services, or other public bodies in the 

31 service area; 

32 .(5) a specification of how the project will increase 

33 community use of the facility and whether and how the project 

34 will increase collaboration with other governmental or nonprofit 

35 entities; 

36 (6) a description of the project, including the 
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1 specification of site and outdoor space acreage and square 

2 footage allocations for classrooms, laboratories, and support 

3 spaces; estimated expenditures for the major portions of the 

4 project; and the dates the project will begin and be completed; 

5 (7) a specification of the source of financing the project; 

6 the scheduled date for a bond issue or school board action; a 

7 schedule of payments, including debt service equalization·aid; 

8 whether the debt service will be levied against net tax capacity 

9 or referendum market value; and ~he effect of a bond issue on 

10 local property taxes by the property class and valuation; 

11 · (8) an analysis of how the proposed new or remodeled 

12 facility will affect school district operational or 

13 administrative staffing costs, and how the district's operating 

14 budget will cover any increased operational or administrative 

15 staffing costs; 

16 (9) a description of the consultation with local or state 

17 road and transportation officials on school site access and 

18 safety issues, and the ways that the project will address those 

19 issues; 

20 (10) a description of how indoor air quality issues have 

21 been considered and a certification that the architects and 

22 engineers designing the facility will have professional 

23 liability insurance; 

24 (11) as required under section 123B.72, for buildings 

25 coming into service after July 1, 2002, a certification that the 

26. plans and designs for the extensively renovated or new 

27 facility's heating, ventilation, and air conditioning systems 

28 will meet or exceed code standards; will provide for the 

29 monitoring of outdoor airflow and total airflow of ventilation 

30 ~ystems; and will provide an indoor air quality filtration 

31 system that meets ASHRAE standaid 52.1; 

32 {12) a specification of any desegregation requirements that 

33 cannot be met by any other reasonable.means; and 

34 (13) a specification, if applicable, of how the facility 

35 will utilize environmentally sustainable school facility design 

36 concepts. 
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1 [EFFECTIVE DATE.] This section is effective July 1, 2005. 

2 Sec. 7. Minnesota Statutes 2004, section 126C.17, 

3 subdivision 6, is amended to read: 

4 Subd. 6. [REFERENDUM EQUALIZATION LEVY.] (a) For fiscal 

5 year 2003 and-%a~er through 2007, a district's referendum 

6 equalization levy equals the sum of the first tier referendum 

7 equalization levy and the second tier referendum equalization 

8 levy. 

9 (b) A district's first tier- referendum equalization levy 

10 equals the district's first tier referendum equalization revenue 

11 times the lesser of one or the ratio of the district's 

12 referendum market value per resident marginal cost pupil unit to 

13 $476,000. 

14 (c) A district's second tier referendum equalization levy 

15 equals the district's second tier referendum equalization 

16 revenue times the lesser of one or the ratio of the district's 

17 referendum market value per resident marginal cost ·pupil unit to 

18 $270,000. 

19 Sec. 8. Minnesota Statutes 2004, section 126C.17, is 

20 amended by adding a subdivision to read: 

21 Subd. 6a. [LOCAL EFFORT LEVEL.] (a) For fiscal year 2008 

22 and later, a district's local effort level eguals the sum of the 

23 first tier referendum egualization level and the second tier 

24 referendum local effort level. 

25 (b) A district's first tier referendum local effort level 

26 eguals the district's first tier referendum egualization revenue 

27 times the lesser of one or the ratio of the district's 

28 referendum market value per resident marginal cost pupil unit to 

29 $476,000. 

30 (c) A district's secorid·tier referendum local effort level 

31 eguals the district• s second ti~fr referendum egualization 

32 revenue times the lesser of one or the ratio of the district's 

33 referendum market value per resident marginal cost pupil unit to 

34 $270,000. 

35 Sec. 9. Minnesota Statutes 2004, section 126C.17, is 

36 amended by adding a subdivision to read: 
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1 Subd. 6b. [LOCAL EFFORT REVENUE.] .(a) For fiscal years 

2 2008 and later, a school district's local effort revenue is 

3 egual to its local effort level for that year. 

4 (b) For referenda authorized.under subdivision 9 prior to 

·s June 30, 2006, a school district• s local effort revenue must be 

6 levied against the district's referendum market value according 

7 to subdivision 10. 

8 (c) For referenda authorized or renewed under subdivision 9 

9 after June 30, 2006, that have been approved to be levied 

10 against referendum market value, the local effort revenue must 

11 be levied against the district's referendum market value 

12 according to subdivision 10. 

13 (d) For referenda authorized or renewed under subdivision 9 

14 after June 30, 2006, that have been approved to be imposed as a 

15 school referendum tax according to section 290.0621, the local 

16 effort revenue must be raised as a tax against income liability 

17 according to section 290.0621. 

18 Sec •. 10. Minnesota Statutes 2004, section 126C.17, 

19 subdivision 7, is amended to read: 

20 Subd. 7 •. [REFERENDUM EQUALIZATION AID.] (a) For fiscal 

21 years 2005 through 2007, a district's referendum equalization 

22 aid equals the difference between its referendum equalization 

23 r~venue and.levy. For fiscal years 2008 and later, a district's 

24 referendum equalization aid eguals the difference between its 

25 referendum egualization revenue and its local effort revenue. 

26 (b) If a district's actual levy for first or second tier 

27 referendum equalization revenue in fiscal years 2005 through 

28 2007 is less than its maximum levy limit for that tier, aid 

29 shall be proportionately reduced. If a district's actual local 

30 effort revenue for first or second tier referendum egualization 

31 revenue in fiscal years 2008 and· later is less than its maximum 

32 local effort revenue limit for that tier, aid shall be 

33 proportionately reduced. 

34 (c) Notwithstanding paragraph (a), the referendum 

35 equalization aid for a district, where the referendum 

36 equalization aid under paragraph (a) exceeds 90 percent of the 
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1 referendum revenue, must not exceed 18.6 percent of the formula 

2 allowance times the district's resident marginal cost pupil 

3 units. For fiscal years 2005 through 2007, a district's 

4 referendum levy is increased by the amount of any reduction in 

5 referendum aid under this paragraph. For fiscal years 2008 and 

6 later, a district's local effort level is increased by the 

7 amount of any reduction in referendum aid under this paragraph. 

8 Sec. 11. Minnesota Statutes 2004, section 126C.17, 

9 subdivision 9, is amended to read: 

10 Subd. 9. [REFERENDUM REVENUE.] (a) The revenue authorized 

11 by section 126C.10, subdivision 1, may be increased in the 

12 amount approved by the voters of the district at a referendum 

13 called for the purpose. The referendum may be called by the 

14 board or shall be called by the board upon written petition of 

15 qualified voters of the district. The referendum must be 

16 conducted one or two calendar years before the increased levy 

17 authority, if approved, first becomes payable. Only one 

18 election to approve an increase may be held in a calendar year. 

19 Unless the referendum is conducted by mail under paragraph (g), 

20 the referendum must be held on the first Tuesday after the first 

21 Monday in November. The ballot must state the maximum amount of 

22 the increased revenue per resident marginal cost pupil unit7-ehe 

23 ese±maeed-re£erendum-eax-raee-as-a-pereentage-e£-re£erendttm 

24 markee-va%ue-±n-ehe-£±rse-year-±e-±s-ee-be-%ev±ed,-and-ehae-ehe 

25 revenue-muse-be-used-ee-£±nanee-sehee%-eperae±ens. The ballot 

26 may state a schedule, determined by the board, of increased 

27 revenue per resident marginal cost pupil unit that differs from 

28 year to year over the number of years for which the increased 

29 revenue is authorized. %£-ehe-ba%%ee-eenea±ns-a-sehedu%e 

30 shew±ng-d±££erene-ameunes1-±e-muse-a%se-±nd±eaee-ehe-ese±maeed 

31 re£erendum-eax-raee-as-a-pereen~~e£-re£erendum-markee-va%ue-£er 

32 ehe-ameune-spee±£±ed-£er-ehe-£±rse-year-and-£er-ehe-max±mttm 

33 ameune-spee±£±ed-±n-ehe-sehedu%e. The ballot, including a 

34 ballot on the guestion to revoke or reduce the increased revenue 

35 amount under paragraph (c), must abbreviate the term "per 

36 resident marginal cost pupil unit" as "per pupil unit." The 
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1 ballot may state that existing referendum ievy taxing authority 

2 is expiring. In this case, if the referendum authority is based 

3 on a property tax levy, the ballot may also compare the proposed 

4 levy authority to the existing expiring levy authority, and 

5 express the proposed increase as the amount, if any, over the 

6 expiring referendum levy authority. The ballot must designate 

7 the. specific number of years, not to exceed ten, for which the 

8 referendum authorization applies. The notice required under 

9 section 275.60 may be modified to read~ in cases of renewing 

10 existing levies: 

11 "BY VOTING "YES" ON THIS BALLOT QUESTION, YOU MAY BE VOTING 

12 FOR A PROPERTY TAX INCREASE." 

13 If. the referendum is on a proposed income tax under section 

14 290.0621, the notice must read: 

15 "BY VOTING 11 YES" ON THIS BALLOT QUESTION, YOU MAY BE VOTING 

16 FOR AN INCOME TAX INCREASE." 

17 The ballot may contain a textual portion with the 

18 information required in this subdivision and a question stating 

19 substantially the following: 

20 "Shall the increase in the revenue proposed by (petition 

21 to) the board of ••••••••• , School District No ••• , be approved?" 

22 If approved, an amount equal to the approved revenue per 

23 resident marginal cost pupil unit times the resident marginal 

24 cost pupil units for the school year beginning in the year after 

25 the levy is certified or the income tax is imposed shall be 

26 authorized for certification for the number of years approved, 

27 if applicable, or until revoked or reduced by the voters of the 

28 district at a subsequent referendum. A referendum may be 

29 conducted on the question of converting an existing referendum 

30 property tax levy to a school referendum income tax to be 

31 imposed under section 290.0621. ~· 

32 (b) The board must prepare and deliver by first class mail 

33 at least 15 days but no more than 30 days before the day of the 

34 referendum to each taxpayer a not~ce of the referendum and the 
-

35 proposed revenue increase. The board need not mail more than 

36 one notice to any taxpayer. For the purpose of giving mailed 
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1 notice under this subdivision for a referendum based on a 

2 property tax levy, owners must be those shown to be owners on 

3 the records of the county auditor or, in any county where tax 

4 statements are mailed by the county treasurer, on the records of 

5 the county treasurer. Every property owner whose name does not 

6 appear on the records of the county auditor or the county 

7 treasurer is deemed to have waived this mailed notice unless the 

8 owner has requested in writing that the county auditor or county 

9 treasurer, as the case may be, include the name on the records 

10 for this purpose. The notice for a referendum based on a 

11 property tax levy must project the anticipated amount of tax 

12 increase in annual dollars and-annttai-pereentage for typical 

13 residential homesteads, agricultural homesteads, apartments, and· 

14 commercial-industrial property within the school district. For 

15 the purpose of giving mailed notice under this subdivision, for 

16 a referendum based on an income tax under section 290.0621, 

17 taxpayers must be those shown to be domiciled in the school 

18 district as indicated on the space which must be provided for 

19 this information on the Minnesota individual income tax form for 

20 the taxable year ending before the calendar year when the 

21 referendum is conducted. Every individual whose domicile is in 

22 the school district whose name does not appear on the income tax 

23 return as having a domicile in the district is deemed to have 

24 waived this mailed notice unless the individual has requested in 

25 writing that the county auditor or county treasurer, as the case 

26 may be, include the individual's name on the records for this 

27 purpose. The notice must project the anticipated amount of tax 

28 increase in annual dollars and annual percentage for typical 

29 family incomes within the school district. 

30 The notice for a referendum based on a property tax levy 

31 may state that an existing referendum levy is expiring and 

32 project the anticipated amount of increase over the existing 

33 referendum levy in the first year, if any, in annual dollars and 

34 annttai-pereentage for typical residential homesteads, 

35 agricultural homesteads, apartments, and commercial-industrial 

36 property within the district. 
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1 The notice must include the following statement: "Pa~sage 

2 of this referendum will result in an increase in your property 

3 taxes." However, in cases of renewing existing levies, the 

4 notice may include the following statement: "Passage of this 

5 referendum may result in an increase in your property taxes." 

6 The notice for a referendum based on income tax may state 

7 that an existing income tax referendum authority is expiring and 

8 project the anticipated amount of increase over the existing 

9 referendum levy in the first year, if any, in annual dollars and 

10 annual percentage for typical family incomes within the distric~. 

11 The notice must include the following statement: "Passage 

12 of this referendum will result in an increase in your personal 

13 income taxes." However, in cases of renewing existing income 

14 tax referendum authorities, the notice may include the following 

15 statement: "Passage of this referendum may result in an 

16 increase in your personal income taxes." 

17 (c) A referendum on the question of revoking or reducing 

18 the increased revenue amount authorized pursuant to paragraph 

19 (a) ~ay be called by the board and shall be called by the board 

20 upon the written petition of qualified voters of the district. 

21 A referendum to revoke or reduce the revenue amount must state 

22 the amount per resident marginal cost pupil unit by which the 

23 authority is to be reduced. Revenue authority approved by the 

24 voters of the district pursuant to paragraph (a) must be 

25 available to the school district at least once before it is 

26 subject to a referendum on its revocation or reduction for 

27 subsequent years. Only one revocation or reduction referendum 

28 may be held to revoke or reduce referendum revenue for any 

29 specific year and for years thereafter. 

30 (d) A petition authorized by paragraph (a) or (c) is 

31 effective if signed by a number:of qualified voters in excess of 

32 15 percent of the registered voters of the district on the day 

33 the petition is filed with the board. A referendum invoked by 

34 petition must be held on the date specified in paragraph (a). 

35 (e) The approval of 50 percent plus one of those voting on 

36 the question is required to pass a referendum authorized by this 
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1 subdivision. 

2 (f) At least 15 days before the day of the referendum, the 

3 district must submit a copy of the notice required under 

4 paragraph (b) to the commissioner and to the county auditor of 

5 each county in which the district is located. Within 15 days 

6 after the results of the referendum have been certified by the 

7 board, or in the case of a recount, the certification of the 

8 results of the recount by the canvassing board, the district 

9 must notify· the commissioner of _the results of the referendum. 

10 [EF~ECTIVE DATE.] This section is effective for referenda 

11 conducted on or after July 1, 2005. 

12 Sec. 12. Minnesota Statutes 2004, section 168A.05, 

13 subdivision lb, is amended to read: 

14 Subd. lb. [MANUFACTURED HOME;- EXEMPTION.] The provisions 

15 of subdivision la shall not apply to {l) a manufactured home 

16 which is sold or otherwise disposed of pursuant to section 

17 504B.271 by the owner of a manufactured home park as defined in 

18 section 327.14, subdivision 3, or (2) a manufactured home which 

19 is sold pursuant to section 504B.265 by the owner of a 

20 manufactured home park. The department shall not require a 

21 manufactured home park owner to satisfy the delinquent or 

22 current year's personal property taxes owed as condition of the 

23 title transfer to the park owner. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 following final enactment. 

26 Sec.' 13. [174.11) [COMMISSIONER TO NOTIFY COUNTY AUDITOR 

27 OF PROPERTY ACQUISITIONS.] 

28 Upon acquisition of any taxable real property, the 

29 commissioner must notify the county auditor of the county where 

30 the property is located that the property has been acquired. 

31 Sec. 14. Minnesota Statut~s 2004,-section 272.02, 

32 subdivision 22, is amended to read: 

. 33 Subd. 22. [WIND ENERGY CONVERSION SYSTEMS.] All real and 

34 personal property of a wind energy conversion system as defined 

35 in section 272.029, subdivision 2, is exempt from property tax 

36 except that the land on which the property is located remains 
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1 taxable. If approved by the county where the property is 

2 located, the value of the land on which the wind energy 

3 conversion system is located eased e~ 

4 shall be valued in the same manner as similar 

5 land that has not been improved with a wind energy conversion 

6 system. The land shall be classified based on the most probable 

7 use of the property if it were not improved with a wind energy 

8 conversion system. 

9 [EFFECTIVE DATE.] This section is effective for assessment 

10 year 2005 and thereafter, for taxes payable in 2006 and 

11 thereafter. 

12 Sec. 15. Minnesota Statutes 2004, section 272.02, 

13 subdivision 47, is amended to read: 

14 Subd. 47. [POULTRY LITTER BIOMASS GENERATION FACILITY; 

15 PERSONAL PROPERTY.] Notwithstanding subdivision 9, clause (a), 

16 attached machinery and other personal property which is part of 

17 an electrical generating facility that meets the requirements of 

18 this subdivision is exempt.. At the time of construction, the 

19 facility must: 

20 (1) be designed to utilize poultry litter as a primary fuel 

21 source; and 

22 (2) be constructed for the purpose of generating power at 

23 the facility that will be sold pursuant to a contract approved 

24 by the Public Utilities Commission in accordance with the 

25 biomass mandate imposed under section 216B.2424. 

26 Construction of the facility must be commenced after 

27 January 1, 2003, and before December 31, %993 2005. Property 

28 eligible for this exemption does not include electric 

29 transmission lines and interconnections or gas pipelines and 

30 _interconnections appurtenant to the property or the facility. 

31 [EFFECTIVE DATE.] This section is effective for taxes 

32 levied in 2005, payable in 2006, and thereafter. 

33 Sec. 16. Minnesota Statutes 2004, section 272.02, 

34 subdivision 56, is amended to read: 

35 Subd. 56. [ELECTRIC GENERATION FACILITY; PERSONAL 

36 ·PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 
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1 attached machinery and other personal property which is part of 

2 a combined-cycle combustion-turbine electric generation facility 

3 that exceeds 559 300 megawatts of installed capacity and that 

4 meets the requirements of this subdivision is exempt. At the 

5 time of construction, the facility must: 

6 (1) be designed to utilize natural gas as a primary fuel; 

7 (2) not be owned by a public utility as defined in section 

8 216B.02, subdivision 4; 

9 (3) be located within five miles of an existing natural gas 

10 pipeline and within four miles of an existing electrical 

11 transmission substation; 

12 (4) be located outside the metropolitan area as defined 

13 under section 473.121, subdivision 2; and 

14 (5) be designed to provide energy and ancillary services 

15 and have received a certificate of need under section 216B.243. 

16 (b) Construction of the facility must be commenced after 

17 January 1, 2004, and before January 1, 2007, except that 

18 property eligible for this exemption includes any expansion of 

19 the facility that also meets the requirements of paragraph (a), 

20 clauses (1) to (5), without regard to the date that construction 

21 of the expansion commences. Property eligible for this 

22. exemption does not include electric transmission lines and 

23 interconnections or gas pipelines and interconnections 

24 appurtenant to the property or the facility. 

25 [EFFECTIVE DATE.] This section is effective for taxes 

26 levied in 2005, payable in 2006, and thereafter. 

27 Sec. 17. Minnesota Statutes 2004, section 272.02, is 

28 amended by adding a subdivision to read: 

29 Subd. 68. [ELECTRIC GENERATION FACILITY; PERSONAL 

30 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 

31 attached machinery and other peisonal property which is part of 
. . 

32 a simple-cycle combustion-turbine electric generation facility 

33 that exceeds 290 megawatts of installed capacity and that meets 

34 the requirements of this subdivision is exempt. At the time of 

35 construction, the facility must: 

36 (1) be designed to utilize natural gas as a primary fuel; 
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1. (2) not be owned by a public utility as defined in section 

2 216B.02, subdivision 4; 

3 (3) be located within five miles of an existing natural gas 

4 pipeline and within five miles of an existing electrical 

5 transmission substation; 

6 (4) be located outside the metropolitan area as defined . 

7 under section 473.121, subdivision 2; 

8 (5) be designed to provide peaking capacity energy and 

9 ancillary services and have satisfied all of the reguirements 

10 under section 216B.243; and 

11 (6) have received, by resolution, the approval from the 

12 governing body of the county, city, and school district in which 

13 the proposed facility is to be located for the exemption of 

14 personal property under this subdivision. 

15 (b) Construction of the facility. must be commenced after 

16 January 1, 2005, and before January 1, 2009. Property eligible 

17 for this exemption does not include electric transmission lines· 

18 and interconnections or gas pipelines and interconnections 

19 appurtenant to the property or the facility. 

20 [EFFECTIVE DATE.] This section is effective for assessment 

21 year 2006, taxes payable in 2007, and thereafter. 

22 Sec. 18. Minnesota Statutes 2004, section 272.02, is 

23 amended by adding a subdivision to read: 

24 Subd. 69. [ELECTRIC GENERATION FACILITY PERSONAL 

25 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), and 

26 section 453.54, subdivision 20, attached machinery and other 

27 personal property which is part of an electric generation 

28 facility that exceeds 150 megawatts of installed capacity and 

29 meets the reguirements of this subdivision is exempt. At the 

30 time of construction, the facility must: 

31 (1) be designed to utilize~natural.gas as a primary fuel; 

32 (2) be owned and operated by a municipal power agency as 

33 defined in section 453.52, subdivision 8; 

34 (3) have received the certificate of need under section 

35 216B.243; 

36 (4) be located outside the metropolitan area as defined 
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l under section 473.121, subdivision 2; and 

2 (5) be designed to be a combined-cycle facility, although 

3 initially the facility will be operated as a simple-cycle 

4 combustion turbine. 

5 (b) To qualify under this subdivision, an agreement must be 

6 negotiated between the municipal power agency and the host city·, 

7 for a payment in lieu of property taxes to the host city. 

8 (c) Construction of the facility must be commenced after 

9 January l, 2004, and before January l, 2006. Property eligible 

10 for this exemption does not include electric transmission lines 

11 and interconnections or gas pipelines and interconnections 

12 appurtenant to the property or the facility. 

13 [EFFECTIVE DATE.] This section is effective for assessment 

14 year 2005, taxes payable in 2006, and thereafter. 

15 Sec. 19. Minnesota Statutes 2004, section 272.02, is 

16 amended by adding a subdivision to read: 

17 Subd. 70. [BIOMASS ELECTRIC GENERATION FACILITY; PERSONAL 

18 PROPERTY.] (a) Notwithstanding subdivision 9, clause {a), 

19 attached machinery and other personal property which is a part 

20 of an electric generation facility, including remote boilers 

21 that comprise part of the district heating system, generating up 

22 to 30 megawatts of installed capacity and that meets the 

23 requirements of this subdivision is exempt. At the time of 

24 construction, the facility must: 

25 (1) be designed to utilize a minimum 90 percent waste 

26 biomass' as a fuel; 

27 (2) not be owned by a public utility as defined in se~tion 

28 216B.02, subdivision 4; 

29 (3) be located within a city of the first class and have 

30 its primary location at a former garbage transfer station; and 

31 (4) be designed to have capability.to provide baseload 

32 energy and district heating. 

33 (b) Construction of the facility must be commenced after 

34 January 1, 2004, and before January 1, 2008. Property eligible 

35 for this exemption does not include electric transmission lines 

36 and interconnections or gas pipelines and interconnections 
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1 appurtenant to the property or the facility. 

2 [EFFECTIVE DATE.] This section is effective for assessment 

3 year 2005, taxes payable in 2006, and thereafter. 

4 Sec. 20. Minnesota Statutes 2004, section 272.02, is 

5 amended by adding a subdivision to read: 

6 Subd. 71. [ELECTRIC GENERATION FACILITY; PERSONAL 

7 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 

8 attached machinery and other personal property that is part of 

9 either a simple-cycle, combustion-turbine electric generation 

10 facility that equals or exceeds 150 megawatts of installed 

11 capacity, or a combined-cycle, combustion-turbine electric 

12 generation facility that equals or exceeds 225 megawatts of 

13 installed capacity, and that in either case meets the 

14 requirements of this subdivision, is exempt. At the time of 

15 construction, the facility must: 

16 (1) be designed to utilize natural gas as a primary fuel; 

·17 (2) not be owned by a public utility as defined in section 

18 216B.02, subdivision 4; 

19 (3) be located in a metropolitan county defined in section 

20 473.121, subdivision 4, that has a population greater than 

21 190,000 and less than 225,000 in the most recent federal 

22 decennial census, within one mile of an existing natural gas 

23 pipeline, and within one mile of an existing electrical 

24 transmission substation; and 

25 (4) be designed to provide energy and ancillary services 

26 and have received a certificate of need under section 216B.243. 

27 (b) Construction of the facility must be commenced after 

28 January 1, 2005, and before January 1, 2008. Property eligible 

29 for this exemption does not include electric transmission lines 

30 and interconnections or gas pipelines and interconnections 

31 appurtenant to the property or the facility. 

32 [EFFECTIVE DATE.] This section is effective for taxes 

3j levied in 2005, payable in 2006, and thereafter. 

34 Sec. 21. Minnesota Statutes 2004, section 272.02, is 

35 amended by adding a subdivision to read: 

36 Subd. 72. [PERSONAL RAPID TRANSIT SYSTEM.] All property 
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1 used in the operation and support of a personal rapid transit 

2 system as defined in section 297A.61,. subdivision 37, that 

3 provides service to the public on a regular and continuing 

4 basis, is exempt, provided that it is operated independent of 

5 any government subsidies. 

6 [EFFECTIVE DATE.] This section is effective for taxes 

7 levied in 2005, payable in 2006, and thereafter. 

8 Sec. 22. Minnesota Statutes 2004, section 272.02, is 

9 amended by adding a subdivision ±o read: 

10 Subd. 73. [QUALIFIED ELDERLY LIVING FACILITY.] An elderly 

11 living facility is exempt from taxation if it meets all of the 

12 following reguirements: 

13 (1) the facility is located in a city of the first class 

14 with a population of more than 350,000; 

15 (2) the facility is owned and operated by a nonprofit 

16 corporation organized under chapter 317A or by a limited 

17 liability company formed under chapter 322B, the sole member of 

18 which is a nonprofit corporation organized under chapter 317A; 

19 (3) the facility consists of no more than 60 living units; 

20 (4) the owner of the facility is an affiliate of entities 

21 that own and operate assisted living and skilled nursing 

22 facilities that: 

23 (i) are located across a street from the facility; 

24 (ii) are adjacent to a church that is exempt from taxation 

25 under subdivision 6; 

26 (iii) include a congregate dining program; and 

27 (iv) provide assisted living or similar social and physical 

28 support; 

29 (5) the residents of the facility must be: 

30 (i) at least 62 years of age; or 

31 (ii) handicapped; and 

32 (6) at least 20 percent of the units in the facility are. 

33 occupied by persons whose annual income does not exceed 50 

34 percent of .median family income for the area or, in the 

35 alternative, 40 percent of the units in the facility are 

36 occupied by persons whose annual income does not exceed 60 
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1 percent of median family income for the area. 

2 For purposes of this_ subdivision, "affiliate" means any 

3 entity directly or indirectly controlling or controlled by or 

4 under direct or indirect common co.ntrol with an entity. For 

5 this purpose, "control" means the power to direct management and 

6 policies through membership or ownership of voting securities. 

7 The property is exempt under this subdivision for .taxes 

8 levied in each.year or partial year of the term of the 

9 facility's initial permanent financing or 25· years, whichever is 

10 later. 

11 [EFFECTIVE DATE.] This section is effective for taxes 

12 levied in 2005, payable in 2006, and thereafter. 

13 Sec. 23. Minnesota Statutes 2004, section 272.02, is 

14 amended by adding a subdivision to read: 

15 Subd. 74. [ELECTRIC GENERATION FACILITY; PERSONAL 

16 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 

17 attached machinery and other personal property which is part of 

18 a simple-cycle combustion-turbine electric generation facility 

19 that exceeds 150 megawatts of installed capacity and that meets 

20 the reguirements of this subdivision is exempt. At the time of 

21 construction, the facility must: 

22 (1) utilize natural gas as a primary fuel; 

23 (2) be owned by an electric generation and transmission 

24 cooperative; 

25 (3) be located within five miles of parallel existing 

26 12-inch and 16-inch natural gas pipelines and a 69-kilovolt 

27 high-voltage electric transmission line; 

28 (4) be designed to provide peaking, emergency backup, or 

29 contingency services; 

30 (5) have received a certificate of need under section 

31 216B.243 demonstrating demand fc)r its capacity; and 

32 (6) have received by resolution the approval from the 

33 governing body of the county and township in which the proposed 

34 facility is to be located for the exemption of personal property 

35 under this subdivision~ 

36 (b) Construction of the facility must be commenced after 
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1 July 1, 2005, and before January 1, 2009. Property eligible for 

2 this exemption does not include electric transmission lines and 

3 interconnections or gas pipelines and interconnections 

4 appurtenant to the property or the facility. 

5 [EFFECTIVE DATE.] This section is effective for assessment 

6 year 2006 and thereafter, for taxes payable in 2007 and 

7 thereafter. 

8 Sec. 24. Minnesota Statutes 2004, section 272.02, is 

9 amended by adding a subdivision ~o read: 

10 Subd. 75. [ELECTRIC GENERATION FACILITY; PERSONAL 

11 PROPERTY.] Notwithstanding subdivision 9, clause (a), attached 

12 machinery and other personal property which is part of an 

13 existing simple-cycle, combustion-turbine electric generation 

14 facility that exceeds 300 megawatts of installed capacity and 

15 that meets the requirements of this subdivision is exempt. At 

16 the time of the construction, the facility must: 

17 (1) be designed to utilize natural gas· as a primary fuel; 

18 (2) be owned by a public utility as defined in section 

19 216B.02, subdivision 4, and be located at or interconnected with 

20 an existing generating plant of the utility; 

21 (3) be designed to provide peaking, emergency backup, or 

22 contingency services; 

23 (4) satisfy a resource need identified in an approved 

24 integrated resource plan filed under section 216B.2422; and 

25 (5) have received, by resolution, the approval from the 

26 governing body of the county and the city for the exemption of 

27 personal property under this subdivision. 

28 Construction of the facility expansion must be commenced 

29 after January 1, 2004, and before January 1, 2005. Property 

30 eligible for this exemption does not include electric 

31 transmission l.ines and interconiiections. or gas pipelines and 

32 interconnections appurtenant to the property or the facility. 

33 [EFFECTIVE DATE.] This section ·is effective beginning with 

34 assessment year 2005, for taxes payable in 2006 and thereafter. 

35 Sec. 25. Minnesota Statutes 2004, section 272.02, is 

36 amended by adding a subdivision to read: 
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1 Subd. 76. [ELECTRIC GENERATION FACILITY; PERSONAL 

2 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 

3· attached machinery and other personal property which is part of 

4 a simple-cycle combustion-turbine electric generation facility 

5 that exceeds 290 megawatts of installed capacity and that meets 

6 the requirements of this subdivision is ex'empt. At the time of 

7 construction, the facility must: 

8 (1) be designed to utilize natural gas as a primary fuel; 

9 (2) not be owned by a public utility as defined in section 

10 216B.02, subdivision 4; 

11 (3) be located within 15 miles of the mainline existing 

12 interstate natural gas pipeline and within five miles of an 

13 existing electrical transmission substation; 

14 (4) be located outside the metropolitan area as defined 

15 under section 473.121, subdivision 2; and 

16 (5) be designed to provide peaking capacity energy and 

17 ancillary services and have satisfied all of the requirements 

18 under section 216B.243. 

19 (b) Construction of the facility must be commenced·after 

20 January 1, 2005, and .before January 1, 2009. Property eligible 

21 for this exemption does not include electric transmission lines 

22 and interconnections or gas pipelines and interconnections 

23 apPurtenant to the property or the facility. 

24 [EFFECTIVE DATE.] This section is effective for taxes 

25 levied in 2006, payable in 2007, and thereafter. 

26 Sec. 26. Minnesota Statutes 2004, section 272.029, 

27 subdivision 4, is amended to read: 

28 Subd. 4. [REPORTS.] (a) An owner of a wind energy 

29 conversion system subject to tax under subdivision 3 shall file 

30 _a report with the commissioner of revenue annually on or before 

31 Mareh-i February 1 detailing the amount.of electricity in 

32 kilowatt-hours that was produced by the wind energy conversion 

33 system for the previous calendar year. The commissioner shall 

34 prescribe the form of the report. The report must contain the 

35 information required by the commissioner to determine the .tax 

36 due to each county under this section for the current year. If 
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1 an owner of a wind energy conversion system subject to taxation 

2 under this section fails to file the report by the due date, the 

3 commissioner of revenue shall determine the tax based upon the 

4 nameplate capacity of the system multiplied by a capacity factor 

5 of 40 percent. 

6 (b) On or before Mareh-3% February 28, the commissioner of 

7 revenue shall notify the owner of the wind energy conversion 

8 systems of the tax due to each county for the current year and 

9 shall certify to the county auditor of each county in which the 

10 systems are located the tax due from-each owner for the current 

11 year. 

12 [EFFECTIVE DATE.] This section is effective for taxes 

13 payable in 2006 and thereafter. 

14 Sec. 27. Minnesota Statutes 2004, section 272.029, 

15 subdivision 6, is amended to read: 

16 Subd. 6. [DISTRIBUTION OF REVENUES.] Revenues from the 

17 taxes imposed under subdivision 5 must be part of the settlement 

18 between the county trea~urer and the county auditor under 

19 section 276.09 •. The revenue must be distributed by the county 

20 auditor or the county treasurer to all local taxing 

21 jurisdictions in which the wind energy conversion system is 

22 located, in the same proportion that each of the taxing 

23 jurisdiction's ettrrent previous year's net tax capacity based 

24 tax rate is to the ettrrent previous year's total local net tax 

25 capacity based rate. 

26 [EFFECTIVE DATE.] This section is effective for taxes 

27 payable in 2005 and thereafter. 

28 Sec. 28. Minnesota Statutes 2004, section 273.11, 

29 subdivision la, is amended to read: 

30 Subd. la. [LIMITED MARKET VALUE.] In the case of all 

31 property classified as agricultural homestead or nonhomestead, 

32 residential homestead or nonhomestead, timber, er noncommercial 

33 seasonal residential recreational, or class le resort property, 

34 the assessor shall compare the value with the taxable portion of 

35 the value determined in the preceding assessment except that for 

36 class le resort property for assessment year 2005, the assessor 
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1 shall determine the limited market value as provided in 

2 subdivision lb. 

3 Por-assessmene-year-%99%7-ehe-amottne-0£-ehe-inerease-sha%% 

4 noe-exeeed-ehe-greaeer-o£-t%t-een-pereene-o£-ehe-va%tte-in-ehe 

5 preeeding-assessmene7-or-tzt-%5-pereene-o£-ehe-di££erenee 

6 beeween-ehe-ettrrene-assessmene-and-ehe-preeeding-assessmeneT 

7 Por-assessmene-year-%9937-ehe-amottne-0£-ehe-inerease-sha%% 

a noe-exeeed-ehe-greaeer-o£~tit-%%-pereene-o£-ehe-va%tte-in-ehe 

9 preeeding-assessmene,-or-t%t-%9-pereene-o£-ehe-di££erenee 

10 beeween-ehe-ettrrene-assessmene-and-ehe-preeeding-assessmeneT 

11 For assessment year 2004 and thereafter, the amount of the 

12 increase shall not exceed the greater of (1) 15 percent of the 

13 value in the preceding asses~ment, or (2) 25 percent of the 

14 difference between the current assessment and the preceding 

15 assessment. 

16 Por-assessmene-year-%9957-ehe-amottne-0£-ehe-inerease-sha%% 

17 noe-exeeed-ehe-greaeer-o£-tit-%5-pereene-o£-ehe-va%tte-in-ehe 

18 preeeding-assessmene,-or-t%t-33-pereene-o£-ehe-di££erenee 

19 beeween-ehe-ettrrene-assessmene-and-ehe-preeeding-assessmeneT 

20 Por-assessmene-year-%6667-ehe-amottne-0£-ehe-inerease-shaii 

21 noe~exeeed-ehe-greaeer-o£-tit-%5-pereene-o£-ehe-vaitte-in-ehe 

22 preeeding-assessmene7-or-t%t-59-pereene-e£-ehe-di££erenee 

23 beeween-ehe-ettrrene-assessmene-and-ehe-preeeding-assessmeneT 

24 This limitation shall not apply to increases in value due 

25 to improvements. For purposes of this subdivision, the term 

26 "assessment" means the value prior to any exclusion under 

27 subdivision 16. 

28 ~he-provisions-o£-ehis-sttbdivision-sha%%-be-in-e££eee 

29 thrOttgfi-8SSeSSMefte-year-z666-8S-prOYided-ift-thiS-SttbdiYiSi0ftT 

30 For purposes of this subdivision and subdivision lb, "class 

31 le resort property" includes the.portion of the property 

32 classified class la or lb homestead, the portion of the property 

33 classified le, plus any remaining portion of the resort that is 

34 classified 4c under section 273.13, subdivision 25, paragraph 

35 (d), clause (1). 

36 For purposes of the assessment/sales ratio study conducted 
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1 under section 127A.48, and the computation of state aids paid 

2 under chapters 122A, 123A, 123B, 1240, 125A, 126C, 127A, and 

3 477A, market values and net tax capacities determined under this 

4 subdivision and subdivision 16, shall be used. 

5 [EFFECTIVE DATE.] This section is effective the day 

6 following final enactment for assessment year 2005, and 

7 thereafter. 

8 Sec. 29. Minnesota Statutes 2004, section 273.11, is 

9 amended by adding a subdivision .to read: 

10 Subd. lb. [CLASS lC RESORTS; 2005 ASSESSMENT ONLY.] For 

11 assessment year 2005, ~he valuation increase on class le resort 

12 property shall not exceed the greater of (1) 15 percent of the 

13 value of its 2003 assessment, or (2) 25 percent of the 

14 difference in value between its 2005 assessment and its 2003 

15 assessment. The valuation increase on class le resort property 

16 for the 2006 and subseguent assessment years shall be determined 

17 based upon the schedule contained in subdivision la. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 Sec. 30. Minnesota Statutes 2004, section 273.11, is 

21 amended by adding a subdivision to read: 

22 Subd. 21. [VALUATION EXCLUSION FOR SEWAGE TREATMENT SYSTEM 

23 IMPROVEMENTS.] Owners of property classified as class la, lb, 

24 le, 2a, 4b, 4bb, or noncommercial 4c under section 273.13 may 

25 apply for a valuation exclusion under this subdivision, provided 

26 that the property is located in a county which has authorized 

27 valuation exclusions under thi~ subdivision, and provided that 

28 the following conditions are met: 

29 (1) a notice of noncompliance has been issued by a licensed 

30 compliance inspector with regard to the individual sewage 

31 treatment system serving the property under section 115.55, 

32 subdivision Sb; 

33 (2) the owner of the property furnishes documentation to 

34 the satisfaction of the assessor that the property's individual 

35 sewage treatment system has been replaced or refurbished, 

36 including replacement of the individual system with a community 
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1 or cluster system, between May 1, 2005, and December 31, 2007; 

2 and 

3 { 3) a certificate of compliance has been· issued for the new 

4 or refurbished system under section 115.55, subdivision 5. 

5 Application must be made to the assessor on a form 

6 prescribed by the commissioner of revenue. Property meeting the 

7 requirements of this subdivision is eligible for a valuation 

8 exclusion egual to 50 percent of the actual costs incurred, to a 

9 maximum exclusion of $7,500, for. a period of five years, after 

10 · which the amount of the exclusion will be added to the estimated 

11 market value of the property. The valuation exclusion 

12 terminates upon the sale of the property. If a property owner 

13 applies for exclusion under this subdivision between January 1 

14 and June 30 of any year, the exclusion first applies for taxes 

15 payable in the following year. If a property owner applies for 

16 exclusion under this subdivision between July 1 and December 31 

17 of any year, the exclusion first applies for taxes payable in 

18 the second following year. 

19 [EFFECTIVE DATE.] This section is effective for taxes 

20 payable in 2006 and subseguent years. 

21 Sec~ 31. Minnesota Statutes 2004, section 273.11, is 

22 amended by adding a subdivision to read: 

23 Subd. 22. [VALUATION EXCLUSION FOR LEAD HAZARD REDUCTION.] 

24 Owners of property classified as class la, lb, le, 2a, 4b, or 

25 4bb under section 273.13 may apply for a valuation exclusion for 

26 lead hazard reduction, provided that the property is located in 

27 a city which has authorized valuation exclusions.under this 

28 subdivision. A city which authorizes valuation exclusions under 

29 this subdivision must establish guidelines for gualifying lead 

30 hazard reduction projects and must designate an agency within 

31 the city to issue certificates 6£ completion of gualifying 

32 projects. For purposes of this subdivision, "lead hazard 

33 reduction" has the same meaning as in section 144.9501, 

34 subdivision 17. 

35 The property owner must obtain a certificate from the city 

36· stating that the project has been completed and stating the cost 
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1 incurred by the owner in completing the project. Only projects 

2 originating after April 30, 2005, may qualify for exclusion 

3 under this subdivision. The property owner shall apply for a 

4 valuation exclusion to the assessor on a form prescribed·by the 

5 commissioner of revenue·. 

6 A qualifying· property is eligible for a valuation exclusion 

7 equal to 50 percent of the actual costs incurred, to a maximum 

8 exclusion of $15,000, for a period of five years, after which 

9 the amount of the exclusion will be added to the estimated 

10 market value of the property. The.valuation exclusion shall 

11 terminate upon the sale of the property. If a property owner 

12 applies for exclusion under this subdivision between January 1 

13 and June 30 of any year, the exclusion shall first apply for 

14 taxes payable in the following year. If a property owner· 

15 applies for exclusion under this subdivision between July 1 and 

16 December 31 of any year, the exclusion shall first apply for 

17 taxes payable in the second following year. 

18 [EFFECTIVE DATE.] This section is effective for taxes 

19 payable in 2006 and subsequent years. 

20 Sec. 32. Minnesota Statutes 2004, section 273.11, is 

21 amended by adding a subdivision to read: 

22 Subd. 23. [VALUATION OF ENERGY-EFFICIENT COMMERCIAL 

23 PROPERTIES.] (a) The market value of certain energy-efficient 

24 property classified under section 273.13, subdivision 24, that 

25 is used for commercial purposes, is reduced as provided in this 

26 subdivision. 

27 (b) To be eligible for a·valuation reduction under this 

28 subdivision,· property must be certified by a qualified inspector 

29 as having been constructed in a manner that will achieve a level 

30 of energy consumption·that is at least 20 percent lower than the 

31 standard set in the state energy· code rules. The percentage 

32 reduction in the market value of a qualifying property is 

33 determined as follows: 

34 percentage of energy consumption 
35 below energy code reguirement 

36 20-30 
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3 The reductions will remain in effect for the first ten 

4 assessment years after the property has been certified as 

5 qualifying under this subdivision. 

6 (c) The Department of Commerc·e must establish a process for 

7 determining eligibility for the valuation reduction under this 

8 subdivision, including certification of persons who are 

9 qualified to perform this function. 

10 (d) To claim a valuation reduction under this subdivision, 

11 the owner of the commercial property must obtain a certification 

12 of the level of qualification determined under paragraph (b), 

13 which must be prepared by a person certified·as provided in 

14 paragraph (c). The property owner must furnish this 

15 certification to the assessor by May 1 of the assessment year in 

16 order to qualify for the valuation reduction for taxes payable 

17 in the following year. 

18 [EFFECTIVE DATE.] This section is effective for assessments 

19 in 2006, taxes payable in 2007, and thereafter. 

20 Sec. 33. [273.1115] [AGGREGATE RESOURCE PRESERVATION 

21 PROPERTY TAX LAW.] 

22 .Subdivision 1. [REQUIREMENTS.] Real estate is entitled to 

23 valuation under this section only if all of the following 

24 requirements are met: 

25 (1) the property is classified la, lb, 2a, or 2b property 

26 under section 273.13, subdivisions 22 and 23; 

27 (2) the property is at least ten contiguous acres, when the 

28 application is filed under subdivision 2; 

29 (3) the owner has filed a completed application for 

30 deferment as specified in subdivision 2 with the county assessor 

31 in the county in which the property is located; 

32 (4) there are no delinguent taxes on the property; and 

33 (5) a covenant on the land restricts its use as provided in 

34 subdivision 2, clause (4). 

35 Subd. 2. [APPLICATION.] Application for valuation 

36 deferment under this section must be filed by May 1 of the 
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1 assessment year. Any application filed and granted continues in 

2 effect for subsequent years until the property no longer 

3 qual1fies, provided that supplemental affidavits under 

4 subdivision 6 are timely .filed. The application must be filed 

5 with the assessor of the county in which the real property is 

6 located on such form as may be prescribed by·the commissioner of 

7 revenue. The application must be executed and acknowledged in 

8 the manner required by law to execute and acknowledge a deed and 

9 must contain at least the following information and any other 

10 information the commissioner deems necessary: 

11 (1) the legal description of the area; . 

12 (2) the name and address of owner; 

13 (3) a copy of the affidavit filed under section 273.13, 

14 subdivision 23, paragraph (h), in the case of property 

15 classified class 2b, clause (5); or in the case of property 

16 classified la, lb, 2a, and 2b, clauses (1) to (3), the 

17 application must include a similar document with the same 

18 information as contained in the affidavit under section 273.13, 

19 subdivision 23, paragraph (h); and 

20 (4) a statement of proof from the owner that the land 

21 contains a restrictive covenant limiting its use for the 

22 property's surface to that which exists on the date of the 

23 application and limiting its future use to the preparation and 

24 removal of the aggregate commercial deposit under its surface. 

25 To qualify under this clause, the covenant must be binding 

26 on the owner or the owner's successor or assignee, and run with 

27 the land; except as provided in subdivision 4 allowing for the 

28 cancellation of the covenant under certain conditions. 

29 Subd. 3. [DETERMINATION OF VALUE.] Upon timely application 

30 by the owner as provided in subdivision 2, notwithstanding 

31 sections 272.03, subdivision 8,~and 273.11, the value of any 

32 gualifying land described in subdivision 2 must be valued as if 

33 it were agricultural property, using a per acre valuation egual 

34 to the current year!s per acre valuation of agricultural land in 

35 the county. The assessor shall not consider any additional 

36 value resulting from potential alternative and future uses of 
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1 the property. The buildings located on the land shall be valued 

2 by the assessor in the normal manner. 

3 Subd. 4. [CANCELLATION OF COVENANT.] The covenant required 

4 under subdivision 2 may be canceled in two ways: 

5 (1) by the owner beginning with the next subsequent 

6 assessment year provided that the additional taxes as determined 

7 under subdivision 5 are paid by the owner at the time of 

8 cancellation; and 

9 (2) by the city or town in which the property is located 

10 beginning with the next subsequent assessment year, if the city 

11 council or town board: 

12 (i) changes the conditional use of the property; 

13 (ii) revoke~ the mining permit; or 

14 (iii) changes the zoning to disallow mining. 

15 No additional taxes are imposed on the property under this 

16 clause. 

17 Subd. 4a. [COUNTY TERMINATION.] Within two years of the 

18 effective date of this section, a county may, following notice 

19 and public hearing, terminate application of this section in the 

20 county. The termination ls effective upon adoption of a 

21 resolution·of the county board. A termination applies 

22 prospectively and does not affect property enrolled under this 

23 section prior to the termination date. A county may reauthorize 

24 application of this section by a resolution of the county board 

25 revoking the termination. 

26 Subd. 5. [ADDITIONAL TAXES.] When real property which has 

27 been valued and assessed under this section no longer gualifies, 

28 the portion of the land classified under subdivision 1, clause 

29 (1), is subject to additional taxes. The additional tax amount 

30 is determined by: 

31 (1) computing the difference between (i) the current year's 

32 taxes determined in accordance with subdivision 5, and (ii) an 

33 amount as determined by the assessor based upon the property's 

34 current year's estimated market value of like real estate at its 

35 highest and best use and the appropriate local tax rate; and 

36 (2) multiplying the amount determined in clause (1) by the 
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1 number of years the land was in the program under this section. 

2 The current year's estimated market value as determined by 

3 the assessor must not exceed the market value that would result 

4 if the property was sold in an arms-length transaction and must 

5 not be greater than it would have been h~d the actual bona fide 

6 sale price of the property been used in lieu of that market 

7 value. The additional taxes must be extended against the 

8 property on the tax list for the current year, except that 

9 interest or penalties must not be levied on such additional 

10 taxes if timely paid. 

11 The additional tax under this subdivision must not be 

12 imposed on that portion of the property which has actively been 

13 mined and has been removed from the program based upon the 

14 supplemental affidavits filed under subdivision 6. 

15 Subd. 6. [SUPPLEMENTAL AFFID~VITS; MINING ACTIVITY ON 

16 LAND.] When any portion of the property begins to be actively 

17 mined, the owner must file a supplemental affidavit within 60 

18 days from the day any aggregate is removed stating the number of 

19 acres of the property that is actively being mined. The acres 

20 actively being mined shall be (1) valued and classified under 

21 section 273.13, subdivision 24, in the next subsequent 

22 assessment year, and (2) removed from the aggregate resource 

23 preservation property tax program under this section. The 

24 additional taxes· under subdivision 5 must not be imposed on the 

25 acres that are actively being mined and have been removed from 

26 the program under this section. 

27 Copies of the original affidavit and all supplemental 

28 affidavits must be filed with the county assessor, the local 

29 zoning administrator, and the Department of Natural Resources, 

30 Division of Land and Minerals. A supplemental affidavit must be 

31 filed each time a subseguent portion of.the property is actively 

32 mined, provided that the minimum acreage change is five acres, 

33 even if the actual mining activity constitutes less than five 

34 acres. Failure to file the affi~avits timely shall result in 

35 the property losing its valuation deferment under this section, 

36 and additional taxes must be imposed as calculated under 
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r-, 
1 subdivision 5. 

2 Subd. 7. [LIEN.] The additional tax imposed by this 

3 section is a lien upon the property assessed to the same extent 

4 and for the same duration as other taxes imposed upon property 

5 within this state and, when collected, must be distributed in 

6 the manner provided by law for the collection and distribution 

7 of other property taxes. 

8 Subd. 8. [CONTINUATION OF TAX TREATMENT UPON SALE.] When 

9 real property qualifying under subdivision 1 is sold, additional 

10 taxes must not be extended against the property if the property 

11 continues to qualify under subdivision 1, and the new owner 

12 files an application with the assessor for continued deferment 

13 within 30 days after the sale. 

14 Subd. 9. [DEFINITIONS.] For purposes of this section, 

15 "commercial aggregate deposit" and "actively mined" have the 

16 meanings given them in section 273.13, subdivision 23, paragraph 

17 ihh 
18 [EFFECTIVE DATE.] This section is effective for taxes 

19 levied in 2005, payable in 2006, and thereafter, except that for 

20 the 2005 assessment year, the application date under subdivision 

21 4 shall be September 1, 2005, and subdivision 4a is effective 

22 the day following final enactment. 

23 Sec. 34. [273.1116] [HOMESTEAD RESORTS; VALUATION AND 

24 DEFERMENT.] 

25 Subdivision 1. [REQUIREMENTS.] Real property qualifying 

26 for classification as class le under section 273.13, subdivision 

27 22, paragraph (c), is entitled to valuation and tax deferment 

28 under this section, provided that if part of a resort is not 

29 classified as class le, only that portion of the value of the 

30 property.that is classified as class le property qualifies under 

31 this section. 

32 Subd. 2. [DETERMINATION OF VALUE.] Upon timely application 

33 by the owner, as provided in subdivision 4, the value of real 

34 property described in subdivision 1 must be determined by the 

35 assessor solely with reference to its classification value as 

36 class le property, notwi~hstanding sections 272.03, subdivision 
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1 8, and 273.11. The owner must furnish information on the income 

2 generated by the property and other information required by the 

3 assessor to determine the value of the property. The assessor 

4 shall not consider any added values resulting from other factors. 

5 Subd. 3. [SEPARATE DETERMINATION OF MARKET VALUE AND TAX.] 

6 The assessor shall, however, make a separate determination of 

7 the market value of the real estate. The assessor shall record 

8 on the property assessment records the tax based upon the 

9 appropriate local tax rate applicable to the property in the 

10 taxing district. 

11 Subd. 4. [APPLICATION.] Application for deferment of taxes 

12 and assessment under this section must be filed by May 1 of the 

13 year prior to the year in which the taxes are payable. The 

14 application must be filed with the assessor of the taxing 

15 district in which the real property is located on a form 

16 prescribed by the commissioner of revenue. The assessor may 

17 require proof by affidavit or otherwise that the property 

18 qualifies under subdivision 1. .An apPlication approved by the 

19 assessor continues in effect for subsequent years until the 

20 property no longer qualffies under subdivision 1. 

21 Subd. 5. [ADDITIONAL TAXES.] When real property valued and 

22 assessed under this section no longer qualifies under 

23 subdivision 1, the portion no longer qualifying is subject to 

24 additional taxes, in the amount equal to the difference between 

25 the taxes determined in accordance with subdivision 2, and the 

26 amount determined under subdivision 3, provided, however, that 

27 the amount determined under subdivision 3 must not be greater 

28 than it would have been had the actual bona fide sale price of 

29 the real property at an arms-length transaction been used in 

30 lieu of the market value determined under subdivision 3. The 

31 additional taxes must be extended against the property on the 

32 tax list for the current year, except that no interest or 

33 penalties may be levied on the additional taxes if timely paid, 

34 and except that the additional taxes must only be levied with 

35 respect to the last seven years that the property has been 

36 valued and assessed under this section. 
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1 Subd. 6. [LIEN.] The tax imposed by this section is a lien 

2 on the property assessed to the same extent and for the same 

3 duration as other taxes imposed on property within this state. 

4 The tax must be annually extended by the county auditor and when 

5 payable must be collected and distributed in the manner provided 

6 by law for the collection and distribution of other property 

7 taxes. 

8 Subd. 7. [SPECIAL LOCAL ASSESSMENTS.] The payment of 

9 special local assessments levied after June 30, 2005, for 

lo· improvements made to any real property described in subdivision 

11 2, together with the interest thereon must, on timely 

12 application under subdivision 4, be deferred as long as the 

13 property qualifies under subdivision l~ If special assessments 

14 against the property have been deferred under this subdivision, 

15 the governmental unit shall file with the county recorder in the 

16 county in which the property is located a certificate containing 

17 the legal description of the affected property and of the amount 

18 deferred. When the property no longer qualifies under 

19 subdivision 1, all deferred special assessments plus interest 

20 are .payable in equal installments ~pread over the time remaining 

21 until the last maturity date of the bonds issued to finance the 

22 improvement for which the assessments were levied. If the bonds 

23 have matured, the deferred special assessments plus interest are 

24 payable within 90 days. The provisions of section 429.061, 

25 subdivision 2, apply to the collection of these installments. 

26 Penalty must not be levied on the special assessments if timely 

27 paid. 

28 Subd. 8. [CONTINUATION OF TAX TREATMENT UPON SALE.] When 

29 real property qualifying under subdivision 1 is sold, no 

·30 additional taxes or deferred special assessments plus interest 

31 may be extended against the property if: 

32 (1) the property continues to qualify pursuant to 

33 subdivision l; and 

34 (2) the new owner files an application for continued 

35 deferment within 30 days after the s~~ 

36 Subd. 9. [APPLICABILITY OF SPECIAL ASSESSMENT PROVISIONS.] 
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1 This section applies to special local assessments levied after 

2 June 30, 2005, and payable in the years thereafter, but shall 

3 not apply to any special ass.essments levied at any time by a 

4 county or district court under the provisions of chapter 116A. 

5 [EFFECTIVE DATE.] This section is effective for taxes 

6 levied in 2005, payable in 2006, and thereafter. For 

7 applications for taxes payable in 2006 only, the application 

8 deadline in subdivision 4 is extended to August 1, 2005. 

9 Sec. 35. Minnesota Statutes 2004, section 273.112, 

10 subdivision 3, is amended to read: 

11 Subd. 3. [REQUIREMENTS.] Real estate shall be entitled to 

12 valuation and tax deferment under this section only if it is: 

13 (a) actively and exclusively devoted to golf, skiing, lawn 

14 bowling, croquet, polo, or archery or firearms range 

15 recreational use or other recreational uses carried on at the 

16 establishment; 

17 (b) five acres in size or more, except in the case of a 

18 lawn bowling or croquet green or an archery or firearms range; 

19 (c){l) operated by private individuals or, in the case of a 

20 lawn bowling or croquet green,· by private individuals or 

21 corporations, and open to the public; or 

22 (2) operated by firms or corporations for the benefit of 

23 employees or guests; or 

24 (3) operated by private clubs having a membership of 50 or 

25 more or open to the public, provided that the club does not 

26 discriminate in membership requirements or selection on the 

27 basis of sex or marital status; and 

28 (d) made available for use in the case of real estate 

29 devoted to golf without discrimination on the basis of sex 

30 4uring the time when the facility is open to use by the public 

31 or by members, except that use for golf .may be restricted on the 

32 basis of sex no more frequently than one, or part of one, 

33 weekend each calendar month for each sex and no more than two, 

34 or part of two, weekdays each week for each sex. 

35 If a golf club membership allows use of golf course 

36 facilities by more than one adult per membership, the use must 
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l be equally available to all adults entitled to use of the golf 

2 course under the membership, except that use may be restricted 

3 on the basis of sex as permitted in this section. Memberships 

4 ·that permit play during restricted times may be allowed only if 

5 the restricted times apply to all adults using the membership. 

6 A golf club may not offer a membership or golfing privileges to 

7 a spouse of a member that provides greater or less access to the 

8 golf course than is provided to that person's spouse under the 

9 same or a separate membership in_ that club, except that the 

10 terms of a membership may provide that one spouse may have no 

11 right to use the golf course at any time while the other spouse 

12 may have either limited or unlimited access to the golf course. 

13 A golf club may have or create an individual membership 

14 category which entitles a member for a reduced rate to play 

15 during restricted hours as established by the club. The club 

16 must have on record a written request by the member for such 

17 membership. 

18 A golf club that has food or beverag~ facilities or 

19 services must allow equal access to those facilities and 

20 services for both men and women members in all membership 

21 categories at all times. Nothing in this paragraph shall be 

22 construed to require service or access to facilities to persons 

23 under the age of 21 years or require any act that would violate 

24 law or ordinance regarding sale, consumption, or regulation of 

25 alcoholic beverages. 

26 For purposes of this subdivision and subdivision 7a, 

27 discrimination means a pattern or.course of conduct and not 

28 linked to an isolated incident. 

29 [EFFECTIVE DATE.] This section is effective for taxes 

30 levied in 2005, payable in 2006, and thereafter. 

31 Sec. 36. Minnesota Statut~~ 2004, _section 273.123, is 

32 amended by adding a subdivision to read: 

33 Subd. 8. [HOMESTEAD PROPERTY DAMAGED BY MOLD.] (a) The 

34 owner of homestead property not qualifying for an adjustment in 

35 valuation under subdivisions 1 to 5 must receive a reduction in 

36 the amount of taxes payable on the property if all of the 
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1 following conditions are met: 

2 (1) the owner of the property makes written application to 

3 the county assessor for tax treatment under this subdivision; 

4 (2) the county assessor determines that the homestead 

5 dwelling is uninhabitable because all or part of it has been 

6 contaminated by mold; and 

7 (3) the owner of the property makes written application to 

8 the county board. 

9 (b) If all of the conditions in paragraph (a) are met, the 

10 county board must grant a reduction in the amount of property 

11 tax payable on the homestead dwelling. The reduction must be 

12 made for taxes payable in the year that the assessor determines 

13 that the requirements in paragraph (a), clause (2), have been 

14 met and in the following year. 

15 (c) The reduction in the amount of tax payable must be 

16 calculated based upon the number of months that the homestead is 

17 uninhabitable. The amount of net tax due from the taxpayer 

18 shall be multiplied by a fraction, the numerator of which is the 

19 number of months the dwelling was occupied by that taxpayer, and 

20 the denominator of which is 12. For purposes of this 

21 subdivision, if a homestead dwelling is occupied or used for a 

22 fraction of a month, it is considered a month. "Net tax" is 

23 defined as the amount of tax after the subtraction of all of the 

24· state paid property tax credits •. If the reduction is granted 

25 after all property taxes due for the year have been paid, the 

26 amount of the reduction must be refunded to the taxpayer by the 

27 county treasurer as soon as practical. 

28 (d) Any reductions or refunds under this section are not 

29 subject to approval by the commissioner of revenue. 

30 (e) A denial of a reduction or refund under this section by 

31 the county board may be appealed· to the.tax court. If the 

32 county board takes no action on the application within 60 days 

33 after its receipt, it is considered a denial. 

34 [EFFECTIVE DATE.] This section is effective for property 

35 taxes payable in 2005 and thereafter. 

36 Sec. 37. Minnesota Statutes 2004, section 273.124, 
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1 subdivision 1, is amended to read: 

2 Subdivision 1. [GENERAL RULE.] (a) Residential real estate 

3 that is occupied and ·used for the purposes of a homestead by its 

4 owner, who must be a Minnesota resident, is a residential 

5 homestead. 

6 Agricultural land, as defined in section 273.13, 

7 subdivision 23, that is occupied and used as a homestead by its 

8 owner, who must be a Minnesota resident, is an agricultural 

·9 homestead. 

10 Dates for establishment of a homestead and homestead 

11 treatment provided to particular types of property are as 

12 provided in this section. 

13 Property held by a trustee under a trust is eligible £or 

14 homestead classification if the requirements under this chapter 

15 are satisfied. 

16 The assessor shall require proof, as provided in 

17 subdivision 13, of the facts upon which classification as a 

18 homestead may be determined. Notwithstanding any other law, the 

19 assessor may at any time require a homestead application to be 

20 filed in order to verify that any property classified as a 

21 homestead continues to be eligible for homestead status. 

22 Notwithstanding any other law to the contrary, the Department of 

23 Revenue may, upon request from an assessor, verify whether an 

14 individual who is requesting or receiving homestead 

25 classification has filed a Minnesota income tax return as a 

26 resident for the most recent taxable year for which the 

27 information is available. 

28 When there is a name change or a transfer of homestead 

29 property, the assessor may reclassify the property in the next 

30 assessment unless a homestead application is filed to verify 

31 that the property continues to qualify for homestead 

32 classification. 

33 (b) For purposes of this section, homestead property shall 

34 include property which is used for purposes of the homestead but 

35 is separated from the homestead by a road, street, lot, 

36 waterway, or other similar intervening property. The term "used 
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1 for purposes of the homestead" shall include but not be limited 

2 to uses for gardens, garages, or other outbuildings commonly 

3· associated with a homestead, but shall not include vacant land 

4 held primarily for future development. In order to receive 

5 homestead treatment for the noncontiguous property, the owner 

6 must use the property for the purposes of the homestead, and 

7 must apply to the assessor, both by the deadlines given in 

8 subdivision 9. After initial qualification for the homestead 

9 treatment, additional applications for subsequent years are not 

10 r.equired. 

11 (c) Residential real estate that is occupied and used for 

12 purposes of a homestead by a relative of the owner is a 

13 homestead but only to the extent of the homestead treatment that 

14 would be provided if the related owner occupied the property. 

15 For purposes of this paragraph and paragraph (g), "relative" 

16 means a parent, stepparent, child, stepchild,· grandparent, 

17 grandchild, brother, sister, uncle, aunt, nephew, or niece. 

18 This relationship may be by blood or marriage• Property that 

19 has been classified as seasonal residential recreational 

20 property at any time during which it has been owned by the 

21 current owner or spouse of the current owner will not be 

22 reclassified as a homestead unless it is occupied as a homestead 

23 by the owner; this prohibition also applies to property that, in 

24 the absence of this paragraph, would have been classified as 

25 seasonal residential recreational property at the time when the 

26 residence,was constructed. Neither the related occupant nor the 

27 owner of the property may claim a property tax refund under 

28 chapter 290A for a homestead occupied by a relative. In the 

29 case of a residence located on agricultural land, only the 

30 house, garage, and immediately surrounding one acre of land 

31 shall be classified as a homestead under this paragraph, except 

32 as provided in paragraph (d). 

33 (d) Agricultural property that is occupied and used for 

34 purposes of a homestead by a relative of the owner, is a 

35 homestead, only to the extent of the homestead treatment that 

36 would be provided if the related owner occupied the property, 
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1 and only if all of the following criteria a~e met: 

2 (1) the relative who is occupying the agricultural property 

3 is a son, daughter, grandson, granddaughter, father, or mother 

4 of the owner of the agricultural property or a son, daughter, 

S grandson, or granddaughter of the spouse of the owner of .the 

6 agricultural property; 

7 (2) the owner of the agricultural property must be a 

8 Minnesota resident; 

9 (3) the owner of the agricultural property must not receive 

10 homestead treatment on any other agricultural property in 

11 Minnesota; and 

12 (4) the owner of the agricultural property is limited to 

13 only one agricultural homestead per family under this paragraph. 

14 Neither the related occu~ant nor the owner of the property 

15 may claim a property tax refund under chapter 290A for a 

16 homestead occupied by a relative qualifying under this 

17 paragraph. For purposes of this paragraph, "agricultural 

18 property" means the house, garage, other farm buildings and 

19 structures, and agricultural land. 

20 Application must be made to the assessor by the owner of 

21 the agricultural property to receive homestead benefits under 

22 this paragraph. The assessor may require the necessary proof 

23 that the requirements under this paragraph have been met. 

24 (e) In the case of property owned by a property owner who 

25 is married, the assessor must not deny homestead treatment in 

26 whole or in part if only one of the spouses occupies the 

27 property and the other spouse is absent due to: (1) marriage 

28 dissolution proceedings, (2) legal separation, (3) employment or 

29 self-employment in another location, or (4) other personal 

30 circumstances causing the spouses to live separately, not 

31 including an intent to obtain two homestead classifications for 

32 property tax purposes. To qualify under clause (3), the 

33 spouse's place of employment or self-employment must be at least 

34 SO miles distant from the other spouse's place of employment, 

35 and the homesteads must be at least so miles distant from each 

36 other. Homestead treatment, in whole or in part, shall not be 
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1 denied to the owner's spouse who previously occupied the 

2 residence with the owner if the absence of the owner is due to 

3 one of the exceptions provided in this paragraph. 

4 (f) The assessor must not deny homestead treatment in whole 

5 or in part if: 

6 (l)" in the case of .a property owner who is not married, the 

7 owner is absent due to residence in a nursing home, boarding 

8 care facility, or an elderly assisted living facility property 

9 as defined in section 273.13, subdivision 25a, and the property 

10 is not otherwise occupied; or 

11 (2) in the case of a property owner who is married, the 

12 owner or the owner's spouse or both are absent due to residence 

13 in a nursing home, boarding care facility, or an elderly 

14 assisted living facility property as defined in section 273.13, 

15 subdivision 25a, and the property is not occupied or is occupied 

16 only by the owner's spouse. 

17 (g) If an individual is purchasing property with the intent 

18 of claiming it as a homestead and is required by the terms of 

19 the financing agreement to have a relative shown on the deed as 

20 a co-owner, the assessor shall allow a full homestead 

21 classification. This provision only applies to first-time 

22 purchasers, whether married or single, or to a person who had 

23 previously been married and is purchasing as a single individual 

24 for the first time. The application for homestead benefits must 

25 be on a form prescribed by the commissioner and must contain the 

26 data necessary f~r the assessor to determine if full homestead 

27 benefits are warranted. 

28 (h) If residential or agricultural real estate is occupied· 

29 and used for purposes of a homestead by a child of a deceased 

30 owner and the property is subject to jurisdiction of probate 

31 court, the child shall receive relative.homestead classification 

32 under paragraph (c) or (d) to the same extent they would be 

33 entitled to it if the owner was still living, until the probate 

34 is completed. For purposes of this paragraph, "child" includes 

35 a relationship by blood or by marriage. 

36 {i) If a single family home, duplex, or triplex classified 
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1 as either residential homestead or agricultural homestead is 

2 also used to provide licensed child care, the portion of the 

3 property used for licensed child care must be classified as 

4 homestead property. 

5 [EFFECTIVE DATE.] This section is effective in assessment 

6 year 2005 and thereafter, for taxes payable in·2006, and 

7 thereafter. 

8 Sec. 38. Minnesota Statutes 2004, section 273.124, 

·9 subdivision 14, is amended to read: 

10 Subd. 14. [AGRICULTURAL HOMESTEADS; SPECIAL PROVISIONS.] 

11 (a) Real estate of less than ten acres that is the homestead of 

12 its owner must be classified as· class 2a under section 273.13, 

13 subdivision 23, paragraph (a), if: 

14 (1) the parcel on which the house is located is contiguous 

15 on at least two sides to (i) agricultural land, (ii) land owned 

16 or administered by the United States Fish and Wildlife Service, 

17 or (iii) land administered by the Department of Natural 

18 Resources on which in lieu taxes are paid under sections 477A.ll 

19 to 477A.14; 

20 (2) its owner also owns a noncontiguous parcel of 

21 agricultural land that is at least 20 acres; 

22 (3) the noncontiguous land is located not farther than four 

23 townships or cities, or a combination ·of townships or cities 

24 from the homestead; and 

25 (4) the agricultural use value of the noncontiguous land 

26 and farm buildings is equal to at least 50 percent of the market 

27 value of the house, garage, and one acre of land. 

28 Homesteads initially classified as class 2a under the 

29 provisions of this paragraph shall remain classified as class 

30 2a, irrespective of subsequent changes in the use of adjoining 

31 properties, as long as the homestead remains under the same 

32 ownership, the owner owns a noncontiguous parcel of agricultural 

33 land that is at least 20 acres, and the agricultural use value 

34 qualifies under clause (4). Homestead classification under this 

35 .paragraph is limited to property that qualified under this 

36 paragraph for the 1998 assessment. 
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1 (b)(i) Agricultural property consisting of at least 40 

2 acres shall be classified as the owner's homestead, to the same 

3 extent as other agricultural homestead property, if all of the 

4 following criteria are met: 

5 (1) the owner, the owner's spouse, er the son or daughter 

6 of the owner or owner's spouse, or the grandson or granddaughter 

7 of the owner or the owner's spouse, is actively farming the 

8 agricultural property, either on the person's own behalf as an 

9 individual or on behalf of a partnership operating a family 

10 farm, family farm corporation, joint family farm venture, or 

11 limited liability company of which the person is a partner, 

12 shareholder, or member; 

13 ( 2) both the owner _of the agricultural property and the 

14 person who is actively farming·the agricultural property under 

15 clause (1), are Minnesota residents; 

16 (3) neither the owner nor the spouse of the owner claims 

17 another agricultural homestead in Minnesota; and 

18 (4) neither the owner nor the person actively farming the 

19 property lives farther than four townships or cities, or a 

20 combination of four townships or cities, from the agricultural 

21 property, except that if the owner or the owner's spouse is 

22 required to live in employer-provided housing, the owner or 

23 owner's spouse, whichever is actively farming the agricultural 

24 property, may live more than four townships or cities, or 

25 combination of four townships or cities from the agricultural 

26 property. 

27 The relationship under this paragraph may be either by 

28 blood or marriage. 

29 (ii) Real property held by a trustee under a trust is 

30 _eligible for agricultural homestead classification under this 

31 paragraph if the qualifications~·in clause (i) are met, except 

32 that "owner" means the granter of the trust. 

33 {iii) Property containing the residence of an owner who 

34 owns qualified property under clause (i) shall be classified as 

35 part of the owner's agricultural homestead, if that property is 

36 also used for noncommercial storage or drying of agricultural 
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1 crops. 

2 (c) Noncontiguous la~d shall be included as part of a 

3 homestead under section 273.13, subdivision 23, paragraph (a), 

4 only if the homestead is classified as class 2a and the detached 

5 land is located in the same township or city, or not farther 

6 than four townships or cities or combination thereof from the 

7 homestead. Any taxpayer of these noncontiguous lands must 

8 notify the county assessor that the noncontiguous land is part 

9 of the taxpayer's homestead, and# if the homestead is located in 

10 another county, the taxpayer must also notify the assessor of 

11 the other county. 

12 '(d) Agricultural land used for purposes of a homestead and 

13 actively farmed by a person holding a vested remainder interest 

14 in it must be classified as a homestead under section 273.13, 

15 subdivision 23, paragraph (a). If agricultural land is 

16 classified class 2a, any other dwellings on the land used for 

17 purposes of a homestead by persons holding vested remainder 

18 interests who are actively engaged in farming the property, and 

19 up to one acre of the land surrounding each homestead and 

20 reasonably necessary for the use of the dwelling as a home, must 

21 also be assessed class 2a. 

22 (e) Agricultural land and buildings that were class 2a 

23 homestead property under section 273.13, subdivision 23, 

24 paragraph (a), for the 1997 assessment shall remain classified 

25 as agricultural homesteads for subsequent assessments if: 

26 (1) the property owner abandoned the homestead dwelling 

27 located on the agricultural homestead as a result of the April 

28 1997 floods; 

29 (2) the property is located in the county of Polk, Clay, 

30 Kittson, Marshall, Norman, or Wilkin; 

31 (3) the agricultural land and buildings remain under the 

32 same ownership for the current assessment year as existed for 

33 the 1997 assessment year and continue to be used for 

34 agriculturai purposes; 

35 (4) the dwelling occupied by the owner is located in 

36 Minnesota and.is within 30 miles of one of the parcels of 
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1 agricultural land that is owned by the taxpayer; and 

2 (5) the owner notifies the county assessor that the 

3 relocation was due to the 1997 floods, and the owner furnishes 

4 the assessor any information deemed necessary by the assessor in 

5 verifying the change in dwelling. Further notifications ·to the 

6 assessor are not required if the property continues to meet all 

7 the requirements in this paragraph and any dwellings on the 

8 agricultural land remain uninhabited. 

9 (f) Agricultural land and buildings that were class 2a 

10 homestead property under section 273.13, subdivision 2·3, 

11 paragraph (a), for the 1998 assessment shall remain classifie~ 

12 agricultural homesteads for subsequent assessments if: 

13 (1) the property owner abandoned the homestead dwelling 

14 located on the agricultural homestead as a result of damage 

15 caused by a March 29, 1998, tornado; 

16 (2) the property is located in the county of Blue Earth, 

17 Brown, Cottonwood, Lesueur, Nicollet, Nobles, or Rice; 

18 (3) the agricultural land and buildings remain under the 

19 same ownership for the current assessment year as existed for 

20 the 1998 assessment year; 

21 (4) the dwelling occupied by the owner is located in this 

22 state and is within 50 miles of one of the parcels of 

23 agricultural land that is owned by the taxpayer; and 

24 (5) the owner notifies the county assessor that the 

25 relocation was due to a March 29, 1998, tornado, and the owner 

26 furnishes the assessor any information deemed necessary by the 

27 assessor in verifying the change in homestead dwelling. For 

28 taxes payable in 1999, the owner must notify the assessor by 

29 December 1, 1998. Further notifications to the assessor are not 

30 . required if the property continues to meet all the requirements 

31 in this paragraph and any dwellings on the agricultural land 

32 remain uninhabited. 

33 (g) Agricultural property consisting of at least 40 acres 

34 of a family farm corporation, joint family farm venture, family 

35 farm limited liability company, or partnership operating a 

36 family farm as described under subdivision 8 shall be classified 
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1 homestead, to the same extent as other agricultural homestead 

2 property, if all of the following criteria are met: 

3 (1) a shareholder, member, or partner of that entity is 

4 actively farming the agricultural property; 

5 (2) that shareholder, member, or partner who is actively 

6 farming the agricultural property is a Minnesota resident; 

7 (3) neither that shareholder, member, or partner, nor the 

8 spouse of that shareholder, member, or partner claims another 

9 agricultural homestead in Minnesota; and 

10 (4) that shareholder, member, or partner does not live 

11 farther than four townships or cities, or a combination of four 

12 townships or cities, from the agricultural property. 

13 Homestead treatment applies under this paragraph for 

14 property leased to a family farm corporation, joint farm 

15 venture, limited liability company, or partnership operating a 

16 family farm if legal title to the property is in the name of an 

17 individual who is a member, shareholder, or partner in the 

18 entity. 

19 (h)'To be eligible for the special agricultural homestead 

20 under this subdivision, an initial full application must be 

21 submitted to the county assessor where the property is located. 

22 Owners and the persons who are actively farming the property 

23 shall be required to complete only a one-page abbreviated 

24 version of the application in each subsequent year provided that 

25 none of the following items have changed since the initial 

26 application: 

27 (1) the day-to-day operation, administration, and financial 

28 risks remain the same; 

29 (2) the owners and the persons actively farming the 

30 property continue to live within the four townships or city 

31 criteria and are Minnesota residents; 

32 (3) the same operator of the agricultural property is 

33 listed with the Farm Service Agency; 

34 (4) a Schedule F or equivalent income tax form was filed 

35 for the most recent year; 

36 (5) the property's acreage is unchanged; and 
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1 (6) none of the property's acres have been enrolled in a 

2 federal or state farm program since the initial app'lication. 

3 The owners and any persons who are actively farming the 

4 property must include the appropriate Social Security numbers, 

5 and sign and date the application. If any of the specified 

6 information has changed since the full application was filed, 

7 the owner must notify the assessor, and must complete a new 

8 application to determine if the property continues to qualify 

9 for the special agricultural homestead. The commissioner of 

10 revenue shall prepare a standard reapplication form for use by 

11 the assessors. 

12 [EFFECTIVE DATE.] This section is effective for assessment 

13 year 2004 and thereafter, for taxes payable in 2005 and 

14 thereafter. 

15 Sec. 39. Minnesota Statutes 2004, section 273.13, 

16 subdivision 22, is amended to read: 

17 Subd. 22. [CLASS l.] (a) Except as provided in subdivision 

18 23 and in paragraphs (b) and (c), real estate which is 

19 residential and used for homestead purposes is class la. In the 

20 case of a duplex or triplex in which one of the units is used 

21 for homestead purposes, the entire property is deemed to be used 

22 for homestead purposes. The market value of class la property 

23 must be determined based upon the value of the house, garage, 

24 and land. 

25 The first $500,000 of market value of class la property has 

26 a net class rate of one percent of its market value; and the 

27 market value of class la property that exceeds $500,000 has a 

28 class rate of 1.25 percent of its market value. 

29 (b) Class lb property includes homestead real estate or 

30 homestead manufactured homes used for the purposes of a 

31 homestead by 

32 (1) any person who is blind as defined in section 2560.35, 

33 or the blind person and the blind person's spouse; or 

34 (2) any person, hereinafter referred to as "veteran," who: 

35 (i) served in the active military or naval service of the 

36 United States; and 
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l (ii) is entitled to compensation under the laws and 

2 regulations of the United States for permanent and total 

3 service-connected disability due to the loss, or loss of use, by 

4 reason of amputation, ankylosis, progressive muscular 

5 dystrophies, or paralysis, of both lower extremities, such as to 

6 preclude motion without the aid of braces, crutches, canes, or a 

7 wheelchair; and· 

8 (iii) has acquired a special housing unit with special 

9 fixtures or movable facilities made necessary by the nature of 

10 the veteran's disability, or the surviving spouse of the 

11 deceased veteran for as long as the surviving spouse retains the 

12 special housing unit as a homestead; or 

13 (3) any person who is permanently and totally disabled. 

14 Property is classified and assessed under clause (3) only 

15 .if the government agency or income-providing source certifies, 

16 upon the request of the homestead occupant, that the homestead 

17 occupant satisfies the disability requirements of this paragraph. 

18 Property is classified and assessed pursuant to clause (1) 

19 only if the commissioner of revenue certifies to the assessor 

20 that the homestead occupant satisfies the requirements of this 

21 paragraph. 

22 Permanently and totally disabled for the purpose of this 

23 subdivision means a condition which is permanent in nature and 

24 total~y incapacitates the person from working at an occupation 

25 which brings the person.an income. The first $32,000 market 

26 value of class lb property has a net class rate of .45 percent 

27 of its market value. The remaining market value of class lb 

28 property has a class rate using the rates for class la or class 

29 2a property, whichever is appropriate, of similar market value. 

30 (c) Class le property is commercial use real property that 

31 abuts a lakeshore line and is devoted to temporary and seasonal 

32 residential occupancy for recreational purposes but not devoted 

33 to commercial purposes for more than 250 days in the year 

34 preceding the year of assessment, and that includes a portion 

35 used as a homestead by the owner, which includes a dwelling 

36 occupied as a homestead by a shareholder of a corporation that 
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1 owns the resort, a partner in a partnership that owns the 

2 resort, or a member of a limited liability company that owns the 

3 resort even if the title to the homestead is ·held by the 

4 corporation, partnership, or limited liability company. For 

5 purposes of this clause, property is devoted to a commercial 

6 purpose on a specific day if any portion of _the property, 

7 excluding the portion used exclusively as a homestead, is used 

8 for residential occupancy and a fee is charged for residential. 

9 occupancy~ The first $5991999 $600,000 of market value of class 

10 le property has a class rate of ene 0.55 percent, the market 

11 value that exceeds $600,000 but does not exceed $1,600,000 has a 

12 class rate of one percent, and the remaining market value of 

13 e%ass-%e the property has-a-e%ass-raee-e£-ene-pereene1-wieh-the 

14 £e%%ewin~-%imieaeien~--ehe-area-e£-ehe-preperey-mttse-nee-exeeed 

15 %99-£eee-e£-%a~eshere-£eeea~e-£er-eaeh-eabin-er-eampsiee-%eeaeed 

16 en-ehe-preperey-ttp-ee-a-eeea%-er-aee-reee-and-see-reee-in-depeh, 

17 measttred-away-rrem-ehe-ia~eshere is classified as class 4c. If 

18 any portion of the class le resort property is classified-as 

19 class 4c under ~ubdivision 25, the entire property must meet the 

20 requirements of subdivision 25, paragraph (d), clause (1), to 

21 qualify for class le treatment under this paragraph. 

22 (d) Class ld property includes structures that meet all of 

23 the following criteria: 

24 (1) the structure is located on property that is classified 

25 as agricultural property under section 273.13, subdivision 23; 

26 (2) the structure is occupied exclusively by seasonal farm 

27 workers during the time when they work on that farm, and the 

28 occupants are not charged rent for the privilege of occupying 

29 the property, provided that use of the structure for storage of 

30 .farm equipment and produce does not disqualify the property from 

31 classification under this paragraph; 

32 (3) the structure meets all applicable health and safety 

33 requirements for the appropriate season; and 

34 (4) the structure is not salable as residential property 

35 because it does not comply with local ordinances relating to 

36 location in relation to streets or roads. 
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1 The market value of class ld property has the same class 

2 rates as class la property under paragraph (a). 

3 [EFFECTIVE DATE.] This section is effective for taxes 

4 levied in 2005, payable in 2006, and thereafter. 

5 Sec. 40. Minnesota Statutes 2004, section 273.13, 

6 subdivision 23, is amended to read: 

7 Subd. 23. [CLASS 2.] (a) Class 2a property is agricultural 

8 land including any improvements that is homesteaded. The market 

9 value of the house and garage and immediately surrounding one 

10 acre of land has the same class rates as class .la property under 

11 subdivision 22. The value of the remaining land including 

12 improvements up to and including $600,000 market value has a net 

13 class rate of 0.55 percent of market value. The remaining 

14 property over $600, 000 market value ·has a class rate of one 

15 percent of market value. 

16 (b) Class 2b property is (1) real estate, rural in 

17 character and used exclusively ~or growing trees for timber, 

18 lumber, and wood and wood products; ( 2) real· estate that is not 

19 improved with a structure and is used exclusively for growing 

20 trees for timber, lumber, and wood and wood products, if the 

21 owner has participated or is participating in a cost-sharing 

22 program for afforestation, reforestation, or timber stand· 

23 improvement on that particular property, administered or 

24 coordinated by the commissioner of natural resources; (3) real 

25 estate that is nonhomestead agricultural land; or (4) a landing 

26 area or public access area of a privately owned public use 

27 airport; or (5) land with a commercial aggregate deposit that is 
I 

28 not actively being mined and is not otherwise classified as 

29 class 2a or 2b, clauses (1) to (3). Class 2b property has a net 

30 class rate of one percent of market value. 

31 (c) A9ricultural land as used in this section means 

32 contiguous acreage of ten acres or more, used during the 

33 preceding year for agricultural purposes. "Agricultural 

34 purposes" as used in this section means the raising or 

35 cultivation of agricultural products. "Agricultural purposes" 

36 also includes enrollment in the Reinvest in Minnesota program 
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1 under sections 103F.501 to 103F.535 or the federal Conservation 

2 Reserve Program as contained in Public Law 99-198 if the 

3 property was classified as agricultural (i) under this 

4 subdivision for the assessment year 2002 or (ii) in the year 

5 prior to its enrollment. Contiguous acreage on the same parcel, 

6 or contiguous acreage on an immediately adjacent parcel under 

7 the same ownership, may also qualify as agricultural land, but 

8 only if it is pasture, timber, waste, unusable wild land, or 

9 land included in state or federal farm p~ograms. Agricultural 

10 classification for property shall be determined excluding the 

11 house, garage, and immediately surrounding one acre of land, and 

12 shall not be based upon the market value of any residential 

13 structures on the parcel or contiguous parcels under the same 

14 ownership. 

15 (d) Real· estate, excluding the house, garage, and 

16 immediately surrounding one acre of land, of less than ten acres 

17 which is exclusively and intensively used for raising or 

18 cultivating agricultural products, shall be considered as 

19 agricultural land. 

20 Land shall be classified as agricultural even if all or a 

21 portion of the agricultural use of that property is the leasing 

22 to, or use by another person for agricultural purposes. 

23 Classification under this subdivision is not determinative 

24 for qualifying under section 273.111. 

25 The property classification under this section supersedes, 

26 for property tax purposes only, any locally administered 

27 agricultural policies or land use restrictions that define 

28 minimum or maximum farm acreage. 

29 (e) The term "agricultural products" as used in this 

30 subdivision includes production for sale of: 

31 (1) livestock, dairy animals, dairy products, poultry and 

32 poultry products, fur-bearing animals, horticultural and nursery 

33 stock, fruit of all kinds, vegetables, forage, grains, bees, and 

34 apiary products by the owner; 

35 (2) fish bred for sale and consumption if the fish breeding 

36 occurs on land zoned for agricultural use; 
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1 (3) the commercial boarding of horses if the boarding is 

2 done in conjunction with raising or cultivating agricultural 

3 products as defined in clause (l); 

4 (4) property which is owned and operated by nonprofit 

5 organizations used for equestrian activities, excluding racing; 

6 (5) game birds and waterfowl bred and raised for use on a 

7 shooting preserve licensed under section 97A.115; 

8 (6) insects primarily bred to be used as food for animals; 

9 (7) trees, grown for sale as a crop, and not sold for 

10 timber, lumber, wood, or wood products, except that short 

11 rotation woody crops that are cultivated using agricultural 

12 practices on land that had previously been assessed as 

13 agricultural land to produce timber or forest products are 

14 agricultural products; and 

15 (8) maple syrup taken from trees grown by a person licensed 

16 by the Minnesota Department of Agriculture under chapter 28A as 

17 a food processor. 

18 (f) If a parcel used for agricultural purposes is also used 

19 for commercial or industrial purposes, including but not limited 

20 to: 

21 (1) wholesale and retail sales; 

22 (2) processing of raw agricultural products or other goods; 

23 (3) warehousing or storage of processed goods; and 

24 (4) office facilities for the support of the activities 

25 enumerated in clauses (1), (2), and (3), 

26 the assessor shall classify the part of the parcel used for 

27 agricultural purposes as class lb, 2a, or 2b, whiche~er is 

28 appropriate, and the remainder in the class appropriate to its 

29 use. The grading, sorting, and packaging of raw agricultural 

30 _products for first sale is considered an agricultural purpose. 

31 A greenhouse or other building where hor-ticultural or nursery 

32 products are grown that is also used for the conduct of retail 

33 sales must be classified as agricultural if it is primarily used 

34 for the growing of horticultural or nursery products from seed, 

35 cuttings, or roots and occasionally as a showroom for the retail 

36 sale -0f thos~ products •. Use of a greenhouse 6r building only 
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l for the display of already grown horticultural or nursery 

2 products does not qualify as an agricultural purpose. 

3 The assessor shall determine and list separately on the 

4 records the market value of the homestead dwelling and the one 

5 acre of land on which that dwellin.g is located. If any farm 

6 buildings or structures are located on this homesteaded acre of 

7 land, their market value shall not be included in this separate 

8 determination. 

9 (g) To qualify for classification under paragraph (b), 

10 clause (4), a privately owned public use airport must be 

11 licensed as a public airport under section 360.018. For 

12 purposes of paragraph (b), clause (4), "landing area" means that 

13 pa~t of a privately owned public use airport properly cleared, 

14 regularly maintained, and made available to the public for use 

15 by aircraft and includes runways, taxiways, aprons, and sites 

16 upon which are situated landing or navigational aids. A landing 

17 area also includes land underlying both the primary surface and 

18 the approach surfaces that comply with all of the following: 

19 (i) the land is properly cleared and regularly maintained 

20 for the primary purposes of the landing, taking off, and taxiing 

21 of aircraft; but that portion of the land that contains 

22 facilities for servicing, repair, or maintenance of aircraft is 

23 not included as a landing area; 

24 (ii) the land is part of the airport property; and 

25 (iii) the land is not used for commercial or residential 

26 purposes. 

27 The land contained in a landing area under paragraph (b), clause 

28 (4), must be described and certified by the commissioner of 

29 transportation. The certification is effective until it· is 

30 ~odif ied, or until the airport or landing area no longer meets 

31. the requirements of paragraph (b), clause (4). For purposes of 

32 paragraph (b), clause (4), "public access area" means property 

33 used as an aircraft parking ramp, apron, or storage hangar, or 

34 an arrival and departure building in connection with the airport. 

35 (h) To qualify for classification under paragraph (b), 

36 clause (5), the property must be at least ten contiguous acres 
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1 in size and the owner of the property must record with the 

2 county recorder of the county in which the property is located 

3 an affidavit containing: 

4 (l).a legal description of the property; 

s (2) a disclosure that the property contains a commercial 

6 aggregate deposit that is not actively being mined; 

7 (3) documentation that the conditional use under the county 

8 or local zon.ing ordinance of this property is ·for mining; and 

9 (4) documentation that a permit has been issued by the 

10 local unit of government or the mining activity is allowed under 

11 local ordinance. The disclosure must include a statement from a 

12 registered professional geologist, engineer, or soil scientist 

13 delineating the deposit and certifying that it is a commercial 

14 aggregate deposit. 

15 For purposes of this section and section 273.1115, 

16 "commercial aggregate deposit" means a deposit that will yield 

17 crushed stone or sand and gravel that is suitable for use as a 

18 construction aggregate; and "actively mined" means the removal 

19 of top soil and overburden in preparation for excavation or 

20 excavation of a commercial deposit. 

21 (i) When any portion of the property under this subdivision 

22 or section 273.13, subdivision 22, begins to be actively mined, 

23 the owner must file a supplemental affidavit within 60 days from 

24 the day any aggregate is removed stating the number of acres of 

25 the property that is actively being mined. The acres actively 

26 being mined must be {l) valued and classified under section 

27 273.13, subdivision 24, in the next subsequent assessment year, 

28 and {2) removed from the aggregate· resource preservation 

29 property tax program under section 273.1115, if the land was 

30 enrolled in that program. Copies of the original affidavit and 

31 all supplemental affidavits must.be filed with the county 

32 assessor, the local zoning administrator, and the Department of 

33 Natural Resources, Division of Land and Minerals. A 

34 supplemental affidavit must be filed each time a subsequent 

35 portion of the property is actively mined, provided that the 

36 minimum acreage change is five acres, even if the actual mining 
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1 activity constitutes less than five acres. 

2 TEFFECTIVE DATE.] This section is effective for taxes 

3 levied in 2005, payable in 2006, and thereafter. 

4 Sec. 41. Minnesota Statutes 2004, section 273.13, 

5 subdivision 25, is amended to read: 

6 Subd. 25. [CLASS 4.] (a) Class 4a is residential real 

7 estate containing four or more units and used or held for use by 

8 the owner or by the tenants or lessees of. the owner as·a 

9 residence for rental periods of _30 days or more. Class 4a also 

10 includes hospitals licensed under sections 144.50 to 144.56, 

11 other than hospitals exempt under section 272.02, and contiguous 

12 property used for hospital purposes, without regard to whether 

13 the property has been platted or subdivided. The market value 

14 of class 4a property has a class rate of 1.8 percent for taxes 

15 payable in 2002, 1.5 percent for taxes payable in 2003, and 1.25 

16 percent for taxes payable in 2004 and thereafter, except that 

17 class 4a property consisting of a structure for which 

18 construction commenced after June 30, 2001, has a class rate of 

19 1.25 percent of market value for taxes payable in 2003 and 

20 subsequent years. 

21 (b) Class 4b includes: 

22 (1) residential real estate containing less than four units 

23 that.does not qualify as class 4bb, other than seasonal 

24 residential recreational property; 

25 (2) manufactured homes not ·classified under any other 

26 .provision; 

27 (3) a dwelling, garage, and surrounding one acre of 

28 property on a nonhomestead farm classified under subdivision 23, 

~9 paragraph (b) containing two or three units; and 

30 (4) unimproved property that is classified residential as 

31 determined under. subdivision 33~-

32 The market value of class 4b property has a class rate of 

33 1.5 percent for taxes payable in 2002, and 1~25 percent for 

34 taxes payable in 2003 and thereafter. 

35 (c) Class 4bb includes: 

36 (1) nonhomestead residential real estate containing one 

-
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l unit, other than seasonal residential recreational property; and 

2 (2) a single family ~welling, garage, and surrounding one 

3 acre of property on a nonhomestead farm classified under 

4 subdivision 23, paragraph (b). 

5 Class 4bb property has the same class rates as class la 

6 property under subdivision 22·. 

7 Property that has been classified as ·seasonal residential 

8 recreational property at any time during which it has been owned 

9 by the current owner ·or spouse of the current owner does not 

10 qualify for class 4bb. 

11 (d) Class 4c property includes:. 

12 (1) except as-provided in subdivision 22, paragraph (c), 

13 real property devoted to temporary and seasonal residential 

14 occupancy for recreation purposes, including real property 

15 devoted to temporary and seasonal residential occupancy for 

16 recreation purposes and not devoted to commercial purposes for 

17 more than 250 days_ in the year preceding the year of 

18 assessment. ·For purposes of this clause, property is devoted to 

19 a commercial purpose on a specific day if any portion of the 

20 property is used for residential occupancy, and a fee is· charged 

21 for residential occupancy. In order for a property to be 

22 classified as class 4c, seasonal residential recreational for 

23 commercial purposes, at least 40 percent of the .annual gross. 

24 lodging receipts related to the property must be from business 

25 conducted during 90 consecutive ~ays and either (i) at .least 60 

26 percent of all paid bookings by lodging guests during the year 

27 must be for per.iods of at least two consecutive nights; or (ii) 

28 at least 20 percent of the annual gross receipts must be from 

29 charges for rental of fish houses, boats and motors, 

· 30 snowmobiles, downhill or cross-country ski equipment, ·or charges 
I .. 

31 for marina services, launch services, and guide services, or the 

32 sale of bait and fishing tackle. For purposes of this 

33 determination,· a paid booking of five or more nights shall be 

34 counted as two bookings. Class 4c also includes commercial use 

35 real property used exclusively for recreational purposes in 

36 conjunction with class 4c property devoted to temporary and 
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1 seasonal residential occupancy for recr~ational purposes, up to 

2 a total of two acres, provided the property is not devoted to 

3 commercial recreational use for more than 250 days in the year 

4 preceding. the year of assessment and is located within tw6 miles 

5 of the class 4c property with which it is used. Class· 4c 

6 prope_rty classified in this clause also includes the remainder 

7 of class le resorts provided that the entire property including 

8 that portion of the property classified as class le also meets 

9 the requirements for class 4c under this clause; otherwise the 

10 entire property is classified as class 3. Owners of real 

11 property devoted to temporary and seasonal residential occupancy 

12 for recreation purposes and all or.a portion of which was 

13 devoted. to commercial purposes for not more than 250 days in the 

14 year preceding the year of assessment desiring classification as 

15 class le or 4c, must submit a declaration to the assessor 

16 designating the cabins or units occupied for 250 days or less in 

17 the year preceding the year of assessment by January 15 of the 

18 assessment year. Those cabins or units and a proportionate 

19 share of the land on which they ar.e located will be designated 

20 class le or 4c as otherwise provided. The remainder of the 

21 cabins or units and a proportionate share of the land on which 

22 they are located will be designated as.class 3a.· The owner of 

23 property desiring designation as class le or 4c property must 

24 provide guest registers or other records demonstrating that the 

25 units for which class le or 4c designation is sought were not 

26 occupied for more than 250 days in the year preceding the 

27 assessment if so requested. The portion of a property operated 

28 as a (1) restaurant, (2) bar, (3) gift shop, and (4) other 

29 nonresidential facility operated on a commercial basis not 

30 directly related to temporary and _seasonal residential occupancy 

31 for recreation purposes shall not qualify for class le or 4c; 

32 (2) qualified property used as a golf course if: 

33 ( i) it .is open to the public on a daily ·fee basis. It may 

34 charge membership fees or dues, but a membership fee may not be 

35 required in order to use the property for golfing, and its green 

·36 . fees for golfing must be comparable to green fees typically 
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1 charged by municipal courses; and 

2 (ii) it meets the requirements of section 273.112, 

3 subdivision ·3, paragraph (d). 

4 A structure used as a clubhouse, restaurant, or place of 

5 refreshment in conjunction with the golf course is classified as 

6 class·3a property; 

7 (3) real·property up to a maximum of one acre of land owned 

a by a nonprofit community service oriented organization; provided 

9 that the property is not used for a revenue-producing activity 

10 for more than six days in the calendar year preceding the year 

11 of assessment and the property is not used for residential 

12 purposes on either a temporary or permanent basis. For purposes 

13 of this clause, a "nonprofit community service oriented 

14 organization" means any corporation, society, association, 

15 foundation, or institution organized and operated exclusively 

16 for charitable, religious, fraternal, civic, or educational 

17 purposes, and which is exempt from federal income taxation 

18 pursuant -to section 50l(c)(3), (10), or (19) of the Internal 

19 Revenue Code of 1986, as amended through December 31, 1990. For 

20 purposes of this clause, "revenue-producing activities" shall 

21 include but not be limited to property or that portion of the 

22 property that is used as an on-sale intoxicating liquor or 3 .• 2 

23 percent malt liquor establishment licensed under chapter 340A, a 

24 restaurant open to the public, bowling alley, a retail. store, 

25 gambling conducted by organizations licensed under chapter 349, 

26 an insurance bu~iness~ or office pr other space leased or rented 

27 to a lessee who conducts a for-profit enterprise on the 

28 premises. Any portion of the proper.ty which is used for· 

29 revenue-producing activities for more than six days in the 

30 calendar year preceding the year of assessment shall be assessed 

31 as class 3a. The use of the property for social events open 

32 exclusively to members and their guests for periods of less than 

33 24 hours, when an admission is not charge~ nor any revenues are 

34 received· by the organization shall not be considered a 

35 revenue-producing activity; 

36 (4) postsecondary student housing of not more than one acre 
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1 of land that is owned by a nonprofit corporation organized under 

2 chapter 317A and is used exclusively by a student cooperative, 

3 sorority, or fraternity for on-campus ·housing or housing located 

4 within two miles of the border of a college campus; 

5 (5) manufactured home parks as defined in section 327.14, 

6 subdivision 3; 

7 (6) real property that is actively and exclusively devoted 

8 to indoor fitness, health, social, recreational, and related 

9 uses, is owned and operated by a_ not-for-profit corporation, and 

10 is located within the metropolitan area as defined in section 

11 473.121, subdivision 2; 

12 (7) a leased or privately owned noncommercial aircraft 

13 storage hangar not exempt under section 272.01, subdivision 2, 

14 and the land on which it is located, provided that: 

15 (i) the land is on an airport owned or operated by a city, 

16 town, county, Metropolitan Airports Commission, or group 

17 thereof; and 

.18 (ii) the land lease, or any ordinance or signed agreement 

19 restricting the use of the leased premise, prohibits commercial 

20 activity perform~d at the hangar. 

21 If a hangar classified under this clause is sold after·June 

22 30, 2000, a bill of sale must be filed by the new owner with the 

23 assessor of the county where the property is located within 60 

24 days of the sale; an~ 

25 (8) a privately owned noncommercial aircraft storage hangar 

26 no~ exempt under section 272.01, subdivision 2, and the land on 

27 which it is located, provided that: 

28 (i) the land abuts a public airport; and 

29 (ii) the owner of the aircraft stotage hangar provides the 

30 assessor with a signed agreement restricting the use of the 

31 premises, prohibiting commercial.use or .activity performed at 

32 the hangar; and 

33 ill residential real estate, a portion of which is used by 

34 the owner for homestead purposes, and that is also a place of 

35 lodging, if all of the following criteria are met: 

36 (i) rooms are provided for rent to transient guests that 
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1 generally stay for periods of 14 or fewer days; 

2 (ii) meals are provided to persons who rent rooms, the cost 

3 of which is incorporated in the basic room rate; 

4 (iii) meals are not provided to the general public except 

s for special events on f e~er than seven days in the calendar year 

6 preceding the year of the assessment; and 

7 (iv) the owner is the operator of the property. 

a The market value subject to the 4c classification under this 

9 clause is limited to five rental_ units. Any rental units ·on the 

10 property in excess of five, must be valued and assessed as class 

111 3a. The portion of the property used for purposes of a 

12 homestead by the owner must be classified as class la property 

13 under subdivision 22. 

14 Class 4c property has a class rate of 1.5 percent of market 

15 value, except that (i) each parcel of seasonal residential 

16 recreational property not used for commercial purposes has the 

17 same class rates as class 4bb property, (ii) manufactured home 

18 parks assessed under clause (5) have the same class rate as 

19 class 4b property, (iii) commercial-use seasonal reside~tial 

20 recreational property has a class rate of one percent for the 

21 first $500,000 of market value, which includes any market value 

22 receiving the 0.55 or one percent tate under subdivision 22, and 

23 1.25 percent for the remaining market value, (iv) the market 

24 value of property described in clause (4) has a class rate of 

25 one percent, (v) the market value of property described in 

26 cl~uses (2) and (6) has a class rate of 1.25 percent, and (vi) 

27 that portion of the market value of property in clause (8) 

28 qualifying for class 4c property has a class rate of 1.25 

29 percent. 

30 (e) Class 4d property is qualifying low-income rental 

31 housing certified to the assessor by the Housing Finance Agency 

32 und~r section 273.1321. Class 4d includes land in proportion to 

33 the total market value of the building that is qualifying 

34 low-income rental housing. 

35 Class 4d property has a class rate of 0.55 percent for 

36 taxes payable in 2007 and thereafter. 
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l Sec. 42. [273.1321] [VALUATION OF LOW-INCOME RENTAL 

2 PROPERTY; CAPITALIZED VALUE OF NET OPERATING INCOME.] 

3 Subdivision 1. [REQUIREMENT.] Low-income rental property 

4 classified as class 4d under section 273.13, subdivision 25, is 

5 entitled to valuation under this section if at least 75 percent 

6 of the units in the rental housing property meet any of the 

7 following qualifications: 

8 (1) the units are subject to a housing assistance payments 

9 contract under section 8 of the United States Housing Act of 

10 1937, as amended; 

11 (2) the units are rent-restricted and income-restricted 

12 units of a qualified low-income housing project receiving tax 

13 credits under section 42(g) of the Internal Revenue Code of 

14 1986, as amended; 

15 (3) the units are financed by the Rural Housing .Service of 

16 the United States Department of Agriculture and receive payments 

17 under the rental assistance program pursuant to section 52l(a) 

18 of the Housing Act of 1949, as amended; or 

19 ( 4) the uni ts are. subject to rent and income rest.rictions 

20 under the terms of financial assistance provided to the rental 

21 housing property by a federal, state, or local unit.of 

22 government as evidenced by a·document recorded against·the 

23 property. 

24 The restrictions must require assisted units to be occupied 

25 by residents whose household income at the time of initial 

26 occupancy does not exceed 60 percent of the greater of area or 

27 state median income, adjusted for family size, as determined by 

28 the United States Department of Housing and Urban Development. 

29 The restriction must also require the rents for assisted units 

30 to not exceed 30 percent of 60 percent of the greater .of area or 

31 state median income, adjusted for family size, as determined by 

32 the United States Department of Housing and Urban Development. 

33 Subd. 2. [DETERMINATION OF VALUE.] (a) The value of any 

34 rental housing property meeting the qualifications of· 

35 subdivision 1 shall be determined, upon .timely application by 

36 the owner in the manner provided in subdivision 3, on the basis 
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1 of the restricted use of the property, notwithstanding sections· 

2 272.03, subdivision 8, and 273.11, by capitalizing the net 

.3 operating income prior to the payment of debt service. 

4 (b) Net operating 'income prior to payment of debt se,rvice 

5 must be the amounts shown in a financial statement prepared by 

6 an independent certified public accountant or firm. The 

7 financial statement must show the revenues, expenses, cash 

8 'flows, assets, liabilities, and net assets for the property for 

9 which an application is made under this section. 

10 (c) The capitalization .rate applied to net operating income 

11 shall be established jointly by the. commissioner and the Housing 

12 Finance Agency based on market data and industry standards. The 

13 commissioner and the Housing Finance Agency shall jointly 

14 establish separate rates based on types of rental housing 

15 properties and their locations. 

16 Subd. 3. [APPLICATION.] <a.> Application for assessment 

17 under this section must be filed by February 28 of the levy 

18 year, or at a later date the Housing Finance Agency deems 

19 practicable. The application must be filed with· the Housing 

20 Finance Agency, on a form prescribed by the agency, and must 

21 contain the information required by the·Housing Finance Agency. 

22 (b) Each application must include: 

23 (1) the property tax identification number; 

24 (2) evidence that the property meets the requirements of 

25 ~ubdivision 1; and 

26 (3) a true and correct copy of the financial statement 

27 related to the property. 

28 (c) The applicant must pay an application fee to be set by 

29 the Housing Finance Agency. The application fee charged by the 

30 agency must apProximately egual the costs of processing and 

31 reviewl.ng the applications. The· fee must be deposited in the 

32 housing development fund. 

33 Subd. 4. [CERTIFICATION.] By June 1 of each levy year, the 

34 Housing Finance Agency must certify to local assessors the 

35 valuation, as det~rmined under this section, of rental 

36 properties that apply and are gualif ied for ·valuation under this 
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1 section. · In making the certification, the Housing Finance 

2 Agency may rely on the application and supporting information 

. 3 supplied by the property owner • 

4 [EFFECTIVE DATE.] This section is· effective for taxes 

5 levied in 2006, payable in 2007, and· thereafter. 

6 Sec. 43. [273.1322] [VACANT COMMERCIAL-INDUSTRIAL 

7 PROPERTIES.] 

8 Subdivision 1. [AUTHORITY.] A city may establish, by 

9 ordinance, a program to encourage redevelopment, provide for 

10 better utilization of commercial-industrial property, and 

11 eliminate blighting influences by revoking the eligibility of 

12 individual commercial-industrial properties to receive the 

13 credit authorized under section 273.1398, subdivision 4. The 

14 program may revoke eligibility only if the property has been 

15 vacant, as defined in subdivision 3, clauses (1) to (3), for 

16 ·three or more consecutive years prior to the current assessment 

17 year, or under subdivision 3, clause (4), for five or mote 

18 consecutive years prior to the current assessment year. 

19 Subd. 2 • .[MINIMUM REQUIREMENTS.] The program must provide: 

20 (1) standards for determining whether a property is vacant; 

21 (2) written assessment notice by the city or county to the 

22 property owner informing the owner that the property's 

23 eligibility will be revoked; . 

24 (3) opportunity for the property owner to appeal the 

25 revocation at the board of equalization; 

26 (4) timely notice to the county assessor of the property's 

27 eligibility revocation, if the city has a city assessor and the 

28 city assessor has revoked the property's eligibility; and 

29 (5) any other provisions the city determines are necessary 

30 or appropriate to the operation of the program to achieve its 

31 purposes. 

32 Subd. 3. [DEFINITION OF VACANT.] A program established 

33 under this section may provide that a property is vacant if the 

34 property is: 

35 (1) condemned, dangerous, or having multiple building.code 

36 violations; 
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1 ( 2) .. cQnde111ne.4 ~a~d .illegally ocq~pi,41 

2 (3) either occupied or unoccupied, during which time the 

3 enforcement officer for the municipality has issued multiple 

4 orders to correct nuisance conditions; ·or 

5. (4) unoccupied and not utilized for a. commercial or 

6 industrial purpose. 

7 Subd. 4. [NOTICE TO PROPERTY OWNER.] The municipality 

8 shall give notice to the property owner requiring that any 

9 conditions in subdivision 3, clauses (1) to.(3), be remedied, 

10 and that the property be occupied and used for a commercial or 

11 industrial purpose for ·at least 180 days during the next 

12 12-month period, or else the property may cease to be eligible 

13 for the credit under section 273.1398, subdivision 4. 

14 [EFFECTIVE DATE.] This section is effective for taxes 

15 payable in 2007 and thereafter. 

16 Sec. 44. Minnesota Statutes 2004, secti6n 273.1384, 

17 subdivision 3, is amended to read: 

18 Subd. 3. [CREDIT REIMBURSEMENTS.] J& The county auditor 

19 shall determine the tax reductions allowed under this section 

20 within the county for each taxes payable year and shall certify 

21 that amount to the commissioner of revenue as a part of the 

22 abstracts of tax lists submitted by the county auditors under 

23 section 275.29. 

24 (b) In the case of class la, class le, or class 2a 

25 homestead property which is located within a city, the county 

26 auditor shall determine whether the net tax on each parcel is 

27 less than the applicable percentage of its taxable market value 

28 provided in this paragraph for the year. For taxes payable in 

29 2007 and 2008, if the net tax on the property is less than 0.7 

30 percent of its taxable market value, the county auditor shall 

31 reduce the reimbursement to the :county and the city for the 

32 credit allowed under subdivision 1 by the amount of the 

33 ·difference. For taxes payable in 2009 and 2010, if the net tax 

34 on the property is less than 0.8 percent of· its taxable market 

35 value, the county auditor shall reduce the reimbursement to the 

36 · c6unty and the city.for the credit allowed under subdivision 1 
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1 by the amount of the difference. For taxes payable in 2011 and 

2 2012, if the net tax on the property is less than 0.9 percent of 

3 its taxable market value, the county auditor shall reduce the 

4 reimbursement to the county and the city for the credit· allowed 

5 under subdivision 1 by the amount of the difference. For taxes 

6 payable in 2013 and thereafter, if the net tax on the property 

7 is less than one percent of its taxable market value, the county 

8 auditor shall reduce the reimbursement to the county·and the 

9 city for the credit allowed under subdivision 1 by the amount of 

10 the difference. The market value ·credit reimbursement cannot be 

11 less than zero. 

12 1£}_ Any prior year adjustments shall also be certified on 

13 the abstracts of t_ax lists. The commissioner shall review the 

14 certifications for ~ccuracy, and may make such changes as are 

15 deemed necessary, or return the certification to the county 

16 auditor for correction. If there is no reduction of the 

17 reimbursements under paragraph (b), the credits under this 

18 section must be used to proportionately reduce the net tax 

19 capacity-based property tax payable to each local taxing 

20 jurisdiction as provided in section 273.1393. If there is a 

21 reduction under paragraph (b), the reimbursements paid to the 

22 city and county must be reduced in proportion to the amount of 

23 their levies. 

24 [EFFECTIVE DATE.] This section is effective for taxes 

25 levied in 2006, payable in 2007, and thereafter. 

26 Sec. 45. [273.323] [EFFECTIVE DATE FOR RULES FOR VA~UATION 

27 OF ELECTRIC AND TRANSMISSION PIPELINE UTILITY PROPERTY.] 

28 Rules adopted by the commissioner that prescribe the method 

29 of valuing property of electric and transmission pipeline 

30 utilities may not take effect before the end of the regular 

31 legislative session in the caleridar yea~ following adoption of 

32 the rules. 

33 [EFFECTIVE DATE.] This section is effective the day 

34 following final enactment. 

35 Sec. 46. Minnesota Statutes 2004, section 275.065, 

36 subdivision 3, is amended to read: 
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1 Subd. 3. [NOTICE OF PROPOSED PROPERTY TAXES.] (a) .The 

2 county .auditot shall prepare and the. county treasurer shall 

3 deliver after November 10 ·and on or before November 24 each 

·4 year, by first class mail to each taxpayer at the address listed 

s on the county's cu,_rrent year's assessment roll, a notice of 

6 proposed property ta~es. 

7 (b) The commissioner of revenue shall prescribe the form of 

8 the notice. 

9 (c) The notice must inform_taxpayers that it contains ~he 

10 amount of property taxes each taxing authority proposes to 

11 collect for taxes payable the following year. In the case of a 

12 town, or in the case of the state general tax, the final tax 

13 amount will be its proposed tax. In the case of taxing 

14 authorities required to hold a public meeting under subdivision 

15 6, the notice must clearly state that each taxing authority, 

16 including regional library districts established under section 

17 134.201, and ~ncluding the metropolitan taxing districts as 

18 defined in paragraph (i), but excluding all other special taxing 

19 districts and towns, will hold a public meeting to receive 

20 public testimony on the proposed budget and proposed or final 

21 property tax levy, or, in case of a school district, on the 

22 current budget and proposed property tax levy. It must clearly 

23 state the time and place of each.taxing authority's meeting, a 

24 telephone number for the taxing authority that taxpayers may 

25 call if they have questions related to the notice, and an 

26 address where comments will be received by mail. 

27 (d) The notice must state for each parcel: 

28 ·(l) the market value. of the property as determined under 

29 section 273.11, and used for computing property taxes payable in 

30 the following year and for taxes payable in the current year as 

31 each appears in the records of the county-. assessor on Nov·ember 1 

32 of the current year: and, in· the case of residential property, 

33 whether the property is classified as homestead or 

34 nonhomestead. The notice must clearly- inform taxpayers of the 

·35 years to which the market values apply and that the values are 

36 firial values: 
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1 (2) the items listed below, shown separately by ·county, 

2 city or town, and state g~neral·tax, net of the residential and 

3 agricultural homestead credit under section 273.1384, voter 

4 approved school levy, other local school levy, and the sum of 

5 the special taxing districts, and as a total of all taxing 

6 authorities: 

7 (i) the actual tax for taxes.payable in the current year; 

8 and 

9 (ii) the proposed tax amount. 

10 If the county levy under clause (2) includes an amount for 

11 a lake improvement district as defined under sections 103B.501 

12 to 103B .• 581, the amount attributable for that purpose must be 

13 separately stated from the remaining county levy amount •. 

14 In the case of a town or the state general tax, the final 

15 tax shall also be its proposed tax unless the town changes its 

16 levy at a special town meeting under section 365.52. If a 

17 school district has certified under section 126C.17, subdivision 

18 9, that a referendum will be held in the school district at the 

19 November general election, the county auditor must note next to 

20 the school district's proposed amount that a referendum is 

21 pending and that, if approved by the voters, the tax amount may 

22 be higher than shown on the notice. In the case of the city of 

23 Minneapolis, the levy for the Minneapolis Library Board and the 

24 levy for Minneapolis Park and Recreation shall be listed 

25 separately from the remaining amount of the city's levy. In the 

26 case of the city of St. Paul, the levy for the St. Paul Library 

27 Agency must be listed separately from the remaining amount of 

28 the city's levy. In the case of Ramsey County, any amount 

29 levied under section 134.07 may be listed .separately from the 

30 remaining amount of the county's levy. In the case of a parcel 

31 where tax increment or the fiscal disparities areawide tax under 

32 chapter 276A or 473F applies, the proposed tax levy on the 

33 captured value or the proposed tax levy on the tax capacity 

34 subject to the areawide tax must each be stated separately and 

35 not included in the sum of the special taxing districts; and 

36 (3) the increase or decrease between the total taxes 
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1 payable in the current year and the total proposed taxes, 

2 expressed as a percentage. 

3 For purposes of this section, the amount of the tax on 

• 4 homesteads qualifying under the senior citizens• property tax 

5 deferral program under chapter 290B is the total amount of 

6 property tax before subtraction of the deferred property tax 

7 amount. 

8 (e) The notice must clearly state that the proposed or 

9 final taxes do not include the f_ollowing: 

10 (1) special assessments; 

11 (2) levies approved by th~ voters after the date the 

12 proposed taxes are certified, i~cluding. bond referenda and 

13 school district levy referenda; 

14 •(3) a levy limit increase approved by the voters by the 

15 first Tuesday after the first Monday in November of the .levy 

16 year as provided under section 275.73; 

17 (4) amounts ·necessary to pay cleanup or other costs due to 

18 a natural disaster occurring after the date the proposed taxes 

19 are certified; 

20 (5) amounts necessary to pay tort judgments against the 

21 taxing authority that become final after the date the proposed 

22 taxes are certified; and 

23 (6) the contamination tax· imposed on properties which 

24 received market value reductions for contamination. 

25 (f) Except as provided in subdivision 7, failure of the 

26 county auditor to prepare or the county treasurer to deliver the 

27 notice as required in this section does not invalidate the 

28 proposed or ·-final tax levy or the taxes payable pursuant to the 

29 tax levy. 

30 (g) If the notice the taxpayer receives under this section 

31 lists the property as· nonhomestead, and.satisfactory 

32 documentation is provided to the county assessor by the 

33 applicable deadline, and the property qualifies for the 

34 homestead classification in that assessment .year, the assessor 

35 shall reclassify the property to homestead for taxes payable in 

36 the following year. 

Article 8 Section 46 214 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 (h) In the case of class 4 residential property used as a 

2 residence for lease or rental periods.of 30 days or more, the 

3 taxpayer must either: 

4 (1) mail or deliver a copy of the notice of proposed 

5 property taxes to each tenant, renter, or lessee; or 

6 (2) post a copy of the notice in a conspicuous p~ace on the 

7 premises of the property. 

8 The notice must be mailed or posted by the taxpayer by 

9 November 27 or within three days_ of receipt of the notice, 

10 whichever is later. A taxpayer may notify the county treasurer 

11 of the address of the taxpayer, agent, caretaker, or manager of 

12 the premises to which the notice must be mailed in order to 

13 fulfill the requirements of this paragraph. 

14 (i) For purposes of this subdivision, subdivisions Sa and 

15 6, "metropolitan special taxing districts" means the following 

16 taxing districts in the seven-county metropolitan area that levy 

17 a property tax for any of the specified purposes listed below: 

18 (1) Metropolitan Council under section 473.132, 473.167, 

19 473.249, 473.325, .473 •. 446, 473.521, 473.547, or 473.834; 

20 (2) Metropolitan Airports Commission under section 473.667, 

21 473.671, or 473.672; and 

22 ( 3) Metropol.i tan Mosquito Control Commission under section 

23 473.711. 

24 For purposes of this section, any levies made by the 

25 regional rail authorities in the county of Anoka, Carver, 

26 Dakota, Hennepin, Ramsey, Scott, or Washington under chapter· 

27 398A shall be included with the appropriate county's levy and 

28 shall be discussed at that county's public heari~g. 

29 [EFFECTIVE DATE.] This section is effective for notices for 

30 property taxes levied in 2005, payable in 2006, and thereafter. 

31 Sec. 47. Minnesota Statutes 2004, _section 275.065, is 

32 amended by adding a subdivision to read: 

33 Subd. 9. [AITKIN COUNTY AND SCHOOL DISTRICT 

34 HEARING.] Notwithstanding any other law, Aitkin County and 

35 Independent School District No. 1, and the city of Aitkin, or 

36 any two of them, may hold their initial public hearing jointly. 
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1 458A.37; 

2 (10) regional development commissions under sections 

3 462.381 to 462.398; 

4 (11) housing and redevelopment authorities under sections 

5 469.001 to 469.047; 

6 (12) port authorities under sections 469.048 to 469.068; 

7 (13) economic development authorities under sections 

8 469.090 to 469.1081; 

9 (14) Metropolitan Council under sections 473.123 to· 

10 473.549; 

11 (15) Metropolitan Airports Commission under sections 

12 473.601 to 473.680; 

13 (16) Metropolitan Mosquito Control Commission under 

14 sections 473.701 to 473.716; 

15 (17) Morrison County Rural Development Financing Authority 

16 under Laws 1982, chapter 437, section l; 

17 (18) Croft Historical Park District under Laws 1984, 

18 chapter 502, article 13, section 6; 

19 (19) East Lake County Medical Clin~c District under Laws 

20 1989, chapter 211, sections 1 to 6; 

21 (20) Flooc:Iwood Area Ambulance District under Laws 1993, 

22 chapter 375, article 5, section 39; 

23· (21) Middle Mississippi River Watershed Management 

24 Organization under sections 103B.211 and 103B.241; 

25 ( 22) emergency med.ical services special taxing districts 

26 under section 144F.Ol; 

27 (23) a county levying under the authority of section 

28 103B.241, 103B.245, or 103B.25l;· 

29 (24) Southern St. Louis County Special Taxing District; 

30 Chris Jensen Nursing Home .under Laws 2003, First Special Session 

31 .chapter 21, article 4, section 12; and _ 

32 (25) soil and water conservation districts under chapter 

33 103C; and 

34 ~ any other political subdivision of the state of 

35 Minnesota, excluding counties, school districts, cities, and 

36 towns, that has the power to adopt and certify a property tax 

Article 8 Section 49 217 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 levy to the county auditor, as determined by the commissioner of 

2 revenue. 

3 Sec. 50. Minnesota Statutes 2004, section 275.70, 

4 subdivision 5, is amended to read: 

s Subd. 5. [SPECIAL LEVIES.] "Special levies" means those 

6. portions of ad valorem taxes levied by a local governmental unit 

7 for the following purposes or in the following manner: 

8 (1) to pay the costs of the principal and interest on 

9 bonded indebtedness or to·reimburse for the amount of liquor 

10 store revenues used to pay the principal and interest due on 

11 municipal liquor store bonds in the year preceding the year for 

12 which the levy limit is calculated; 

·13 (2) to pay the costs of principal and interest on 

14 cer-tif icates of indebtedness issued for any corporate purpos;e 

lS except for the following: 

16 (i) tax anticipation or aid anticipation certificates c•f 

17 indebtedness; 

18 (ii) certificates of indebtedness issued under sections 

19 298.28 and 298.282; 

20 (iii) certificates of indebtedness used to fund current 

21 expenses or to pay the costs of extraordinary expenditures that 

22 result from a public emergency; or 

23 (iv) certificates of indebtedness used to fund an 

24 insufficiency in tax receipts or an insufficiency in other 

·25 revenue sources; 

26 (3) to provide for the bonded indebtedne~s portion of 

27 payments made to another political subdivision of the state 1of 

28 Minnesota; 

29 ( 4) to fund payments made to the Minne_sota State Armory 

30 Building.Commission under section 19~.145, subdivision 2, to 

31 retire the principal and interest on armory construction bonds; 

32 (5) property taxes approved by voters which ·are levied 

33 against the referendum market value as provided under section 

34 275.61; 

35 (6) to fund matching requirements needed to qualify for 

36 federal or state grants or programs to the extent that either 
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1 (i) the matching requirement exceeds the matching requirement in 

2 calendar year. 2001, or (ii) it is a new matching requirement 

3 that did not exist prior to 2002; 

4 (7) to pay the expenses reasonably and necessarily incurred 

5 in preparing for or repairing the effects of natural disaster 

6 including the occurrence or threat of widespread or severe 

7 damage, injury, or loss of life or property resulting from 

8 natural causes, in accordance with standards formulated by the 

9 Eme.rgency Services Division of the state Department of Public 

10 Safety, as allowed by the commissioner of revenue under section 

11 275.74, subdivision 2; 

12 (8) pay amounts required to. correct an error in the levy 

13 certified to the county auditor by a city or county in a levy 

14 year, but only tq the extent that when added to the preceding 

15 year's levy it is not in excess of an applicable statutory, 

16 special .law or charter limitation, or the limitation imposed on 

17 the governmental subdivision by sections 275.70 to 275.74 in the 

18 preceding levy year; 

19. (9) to pay an abatement under section 469.1815; 

20 (10) to pay any costs attributable to increases in the 

21 employer contribution rates under chapter 353 that are effective 

22 after June 30, 2001; 

23 (11) to pay the operating or maintenance costs of a county 

24 jail as authorized in sectiori 641.01 or 641~262, or of a 

25 correctional facility as defined in section 241.021, subdivision 

26 1, paragraph (f), to the extent that the county can demo.nstrate 

27 to·the commissioner of revenue.that the amount has been included 

28 in the county budget as a direct result of a rule, minimum 

29 requirement, minimum standard, or directive of the Department of 

30 Corrections, or to pay the operating or maintenance costs of a 

31 regional jail as authorized in ~~ction 641·.262. For purposes of 

32 this clause, a district court order is not a rule, minimum 

33 requirement, minimum standard, or directive of the Department of 

34 Corrections. If the county utilizes this special levy, except 

35 to pay operating or maintenance costs of a new regional jail 

36 facility under sections 64.1. 262 to 641. 264 which will not 
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1 replace an existing jail facility, any amount lev~ed by the 

2 county in the previous levy year for the purposes specified 

3 under this clause and included in the county's previous year's 

4 levy limitation computed under section 275.71, shall be deducted 

5 from the levy limit base under section 275. 71', subdivision 2, 

6 when determining the county's current year levy limitation. The 

7 county :shall provide the necessary information to the 

8 commissioner of revenue for making this .determination; 

9 (12) to pay for operation of a lake improvement.district, 

10 as authorized under section 103B.555. If the county utilize~ 

11 this special levy, any amount levied by the county in the 

12 previous levy year.for th~ purposes specified under thi~ clause 

13 and includ~d in the county's previous year's levy limitation 

14 computed under section 275.71 shall be deducted from the levy 

15 limit base under· section 275.71, subdivision 2, when determining 

16 the count~ 1 s current year levy limitation. The county shall 

17 provide the necessary information to the commissioner of revenue 

18 for making this determination; 

19 (13) to repay a state or federal loan used to fund the 

20 direct or indirect required spending by the local government due 

21 to a state or federal tran~portation project or other state or 

22 federal capital project. This authority may only be used if the 

23 project is not a local government initiative; 

24 (14) to pay for court administration costs·as required 

25 under section 273.1398, subdivision 4b, less the (i) county's 

26 share of transferred fines and fees collected by the district· 

27 courts· in the county for calendar year 2001 and (ii) the aid 

28 amount certified to be paid to the county in.2004 under section 

.29 273.1398, ~ubdivision 4c; however, for taxes levied to pay for 

30 these costs in the year in· which the court financing is 

31 transferred to the state, the amount under this clause is 

32 limited to the amount of aid the county is certified to receive 

33 under section 273.1398, subdivision 4a; and 

34 (15) to fund a police or firefighters relief association as 

35 required under section 69.77 to the extent that the required 

36 amount exceeds the amount levied for this purpose in 2001; and 
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1 (16) to pay for the maintenance and supPort of a city or 

2 county society for the prevention of cruelty to animals under 

3 section 343.11. If the city or county uses this special levy, 

4 any amount levied by the city or county in the previous levy 

5 year for the purposes specified in this clause and included in 

6 the city's or county's_ previous year's.levy limit computed under 

7 section 275.71, must be deducted from the levy limit base under 

8 section 275.71, subdivision 2, in determining the city's or 

9 county's current year levy limit~ 

10 [EFFECTIVE DATE.] This section is effective for taxes 

11 levied in 2005, payable in 2006, and thereafter. 

12 Sec. 51. Minnesota Statutes 2004, section 276.04, 

13 subdivision 2, is amended to read: 

14 Subd. 2. [CONTENTS OF TAX STATEMENTS.] (a) The treasurer 

15 shall provide for the printing of the tax statements.· The 

16 commissioner of revenue shall prescribe the form of the property 

17 tax statement and its contents. The statement must contain a 

18 tabulated statement of the dollar amount due to each taxing 

19 authority and the amount of the state tax from the parcel of 

20 real property for which a particular tax statement is prepared. 

21 The dollar amounts attributable to the county, the state tax, 

22 the voter approved school tax, the other local school tax, the 

23 township or municipality, and the total of the metropolitan 

24 special taxing districts as defined in section 275.065, 

25 subdivision 3, paragraph (i), must be separately stated. The 

26 amounts due all other special taxing districts, if any, may be 

27 aggregated. If the county levy under this paragraph includes an 

28 amount for a lake improvement district as defined under sections 

29 103B.501 to 103B.581, the amount attributable for that purpose 

30 must be separately stated from the remaining county levy 

31 amount. In the case of Ramsey County, if the county levy under 

32 this paragraph includes an amount for public library service 

33 _under section 134.07, the amount attributable for that purpose 

34 may be separately stated from tne remaining county levy amount. 

35 The amount of the tax on homesteads qualifying under the senior 

36 citizens• property tax deferral program under chapter 290B is 

Article 8 Section 51 221 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 the total amount of property tax before subtraction of the 

2 def~rred property tax.amount. The amount of the tax on 

3 contamination value imposed under sections 270.91 to 270.98, if 

4 any, must also be separately stated._ The dollar amounts, 

s including the dollar amount of any special assessments, may be 

6 rounded to the nearest even whole dollar. For purposes of this 

7 section whole odd-numbered dollars may be adjusted to the next 

8 higher even-numbered dollar. The amount of market value 

9 excluded under section 273.11, subdivision 16, if.any, must also 

10 be listed on the tax statement. 

11 (b) The property tax statements for manufactured homes and 

12 sectional structures taxed as personal property shall contain 

13 the same information that is required on the tax statements for 

14 real property. 

15 (c) Real and personal property tax statements must contain 

16 the following information in the order given in this paragraph. 

17 The information must contain the current year tax information in 

18 the right column with the corresponding information for the 

19 previous year in a column on the left: 

20 (1) the property's· estimated market value under section 

21 273.11, subdivision l; 

22 (2) the property's taxable market value after.reductions 

23 under section 273.11, subdivisions ia and 16; 

24 (3) the property's gross tax, calculated by addin~ the 

25 property's total property tax to the sum of the aids. enumerated 

26 in clause (4); 

27 (4) a total bf the following aids: 

28 (i) education aids payable under chapters 122A, 123A, 123B,· 

29 124D, 125A, 126C, and 127A; 

30 (ii) local government aids.for cities, towns, and counties 

31 under chapter 477A; and 

32 (iii) disparity reduction aid under section 273.1398; 

33 · (5) for homestead residential and agricultural properties, 

34 the credits under section 273.1384; 

35 (6) any credits received under sections 273.119; 273.123; 

36 273.135; 273.1391; 273.1398, subdivision 4; 469.171; and 
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1 473H.10, except that the amount of credit received under section 

2 273.135 must be separately stated and identified as "taconite 

3 tax relief"; and 

4 (7) the net tax payable in the ·manner required in paragraph 

5 (a). 

6 (d) If the county uses envelopes for mailing property tax 

7 statements and if the county agrees, a taxing district may 

8 include a notice with the property tax statement notifying 

9 taxpayers when the taxing district will begin its budget 

10 deliberations for the current year, and encouraging taxpayers to 

11 attend the hearings. If the county allows notices to be 

12 included in the envelope containing the property tax statement, 

13 ·and if more than one taxing district relative to a given 

14 property decides to include a notice with .the tax statement, the 

15 county treasurer or auditor must coor~inate the process and may 

16 combine the information on a single announcement. 

17 The commissioner of revenue shall certify to the county 

18 auditor the actual or estimated aids enumerated in clause (4) 

19 that local governments will receive in the following year. The 

20 commissioner must certify this amount by January 1 of each year. 

·21 [EFFECTIVE DATE.] This section is effective for property 

22 tax statements for taxes payable in 2006 and thereafter. 

23 Sec. 52. [278.021] [PETITIONS INVOLVING LOW-INCOME RENTAL 

24 HOUSING PROPERTY.] 

25 Notwithstanding section 278.02, in the case of real 

26 property that meets the definition of qualifying low-income 

27 housing rental property established in Minnesota Statutes 2000, 

28 section 273;126, the petition may include any and all such 

29 parcels of real property in which the petitioner has an estate, 

30 right, title, interest, or lien, exdept that all such parcels 

31 included in the petition must be· located in the same county. 

32 Contiguous qualifying low-income rental housing property 

33 overlapping county boundaries may be included in the same 

34 petition. 

35 Sec~ 53. Minnesota Statutes 2004,· section 278.03, 

36 subdivision 1, is amended to read: 
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1 Subdivision 1. [REAL PROPERTY.] %n-i:he-ease-o£-reai 

2 properey7 If the.proceedings instituted by the filing of· the 

3 petition have not been completed before the 16th day of May next 

4 following the filing or, in the case of class le property or 

5 class 4c resort property before the 16th day of June for taxes 

6 payable in 2006 and 2007 only, the petitioner shall pay to the 

7 county treasurer 50 percent of the tax levied for such year 

8 against tl~1e property involved, unless permission to continue 

9 prosecution of .the petition without such payment is obtained as 

IO herein provided. If the proceedings instituted by the filing of 

11 the.petition have not been completed by the next October 16, or, 

12 in the case of class lb agricultural homestead, class 2a 

13 agricultural homestead, and class 2b(2) agricultural 

14 nonhomestead property, November 16, the petitioner shall pay to 

15 the county treasurer 50 percent of the unpaid balance of the 

16 taxes levied for the year against the property involved if the 

17 unpaid balance is $2,000 or less and 80 percent of the unpaid 

18 balance· if the unpaid balance is over $2,000, unless permission 

19 to continue prosecution of the petition without payment is 

20 obtained as herein provided. The petitioner, upon ten days' 

21 notice to the county attorney and.to the county auditor, given 

22 at least ten days prior to the 16th ~ay of May or, in the case 

23 of class le or class 4c resort property, the 16th day of June 

24 for taxes payable in 2006 and 2007 only, or the 16th day of 

25 October, or, in the· case of class lb agricultural homestead, 

26 class 2a agricultural homestead, and class 2b(2) agricultural 

27 n~nhomestead property, the 16th day of November, may apply to 

28 the court for permission to cont~nue prosecution of the petition 

29 without payment; and, if it is made to appear 

30 (1) that.the proposed review is to be taken in good faith; 

31 ( 2) that there is proba·ble: cause to believe that the 

32 property ~ay be held exempt from the tax levied or that the tax 

33 may be determined to be less than 50 percent.of the amount 

34 levied; and 

35 (3) that it would work a hardship upon petitioner to pay 

36 the taxes due, 
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1 the court may permit the petitioner to continue prosecution 

2 of the petition without p~yment, or may fix a lesser amount to 

3 be paid as a condition of continuing the prosecution of the 

4 petition. 

5 Failure to make payment of the amount required when due 

6 shall operate automatically to dismiss the petition and all 

7 proceedings thereunder unless the payment is waived by an order 

8 of the court permitting the petitioner to continue prosecution 

9 of the petition without payment._ The petition shall be 

10 automatically reinstated upon payment of the entire tax plus 

11 interest and penalty if the payment is made within one year of 

12 the dismissal. The county treasurer shall, upon request of the· 

13 petitioner, issue duplicate receipts for the tax payment, one of 

14 which shall be filed by the petiti6ner in the proceeding. 

15 Sec. 54. Minnesota Statutes 2004, section 279.01, 

16 subdivision 1, is amended to read: 

17 Subdivision 1. [DUE DATES; PENALTIES.] Except.as provided 

18 in sttbcH::""±.s±en-3-er-4 this section,. on May 16 .or 21 days· after 

19 .the postmark date on the envelope containing the property tax 

20 statement, whichever is later, a penalty shall accrue and 

21· thereafter be charged upon all unpaid taxes on rea1 estate on 

22 the current lists in the hands of the county treasurer. The 

23 penalty shall be at a rate of two percent on homestead property 

24 until May 31 and four percent on June 1. The penalty on 

25 nonhomestead property shall be at a rate of four percent until 

26 May 31 and eight percent on June 1. This penalty shall not 

27 accrue until June 1 of each year,. or 21 days after the postmark 

28 date on the envelope containing the property tax statements, 

29 whichever is later, on commercial use real property used for 

30 seasonal residential recreational purposes and classified as 

31 class le or 4c, and on other commercial .use real property 

32 classified as class 3a, provided that over 60 percent of the 

33 gross income earned by the enterprise on the class 3a property 

34 is earned during the months of May, June, July, and August. Any 

35 property owner of such class 3a property who pays the first half 

36 of the tax due on tbe property after May ~5 and before June 1, 
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1 or 21 days after the postmark·date on the envelope containing 

2 the property tax statement, whichever is later, shall attach an 

3 affidavit to the payment attesting to compliance with the income 

4 provision of this subdivision. Thereafter, for both homestead 

5 and.nonhomestead property, on the first day of each month 

6 beginning July 1, up to and including October l following,. an 

7 additional penalty of one percent for.each month shall accrue 

8 and be charged on all such unpaid taxes provided that if the due 

9 date was extended beyo~d -May 15 _as the result of.any delay in 

10 mailing property tax statements no additional penalty shall 

11 accrue if ~he· tax is paid by the exterided due date. If the tax 

· 12 is not paid by the extended due date, then all penalties that 

13 would have accrued if the due date had been May 15 shall be 

14. charged. When the taxes against any tract or lot exceed $50, 

15 one-half thereof may be paid prior to May 16 or 21 days after 

16 the postmark date on the envelope containing the property tax 

17 statement, whichever.is later; and, if so paid, ·no penalty shall 

.18 attach; the remaining one-half shall be paid at any time prior 

19 to Oct~ber 16 following, without penalty; but, if not so paid, 

20 then a penalty of two percent shall accrue thereon for homestead 

21. property and a penalty of four percent on nonhomestead 

22 property~ Thereafter, for homestead property, on the first day 

23 of November an' additional penalty of four percent shall accrue 

24 ·and on the first day of December following, an additional 

25 penalty of two percent· shall accrue and be charged .on all such 

26 unpaid taxes. Thereafter, for nonhomestead property, on the 

27 first day of November. and December following, an add1tional 

28 penalty of f~ur pereent f~r each month shall accrue and be 

29 charged on all such unpaid taxes. If one-half of such taxes 

·30 shall not be paid prior to May 16 or 21 days after -the postmark 

31 date on the ~nvelope containing'.'the property tax statement, 

32 whichever is later, the same may be paid at any time prior to 

33 October 16, with accrued penalties to.the date of payment added, 

3·4 and thereupon no penalty shall attach to the remaining one-half 

35 until October 16 following. 

36 This section applies to payment of personal property taxes 
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l assessed against improvements to leased property, except as 

2 provided by section 277.0i, subdivisi~n 3. 

3 A county may provide by resolution that in the case of ·a 

4 property owner that has multiple tracts or parcels with 

5 aggregate taxes exceeding $50, payments may be made in 

6 installments. as provided in this subdivision. 

7 The county treasurer may accept payments of more or less 

8 than the exact amount of a tax installment due. If the accepted 

9 payment is less than the amount due, payments must be applied 

10 first to the penalty accrued for the year the payment is made. 

11 Acceptance of partial payment of tax does not constitute a 

12 waiver of the minimum payment required as ·a condition for. filing 

13 an appeal under section 278.03 or any other law, nor does .it 

14 affect the order of payment of delinquent taxes under section 

lS 280.39. 

16 Sec. SS. Minnesota Statutes 2004, section 279.01, is 

17 amended by adding a subdivision to read: 

18 Subd. S. [SEASONAL RESIDENTIAL RECREATIONAL PROPERTY USED 

19 FOR COMMERCIAL PURPOSES.] For taxes payable in 2006·and 2007 

20 only, in the case of class le property and class 4c seasonal 

21 residential recreational property used for commercial purposes, 

22 no penalties shall accrue to the first one-half property tax 

23 payment as provided in this section if paid by June 15. On June 

24 16, a penalty shall accrue and thereafter be charged upon all 

2S unpaid taxes. On class le property the penalty is at a rate of 

26 two percent until June 31, and four percent on July 1. On class 

27 4c seasonal residential recreational property used for 

28 commercial purposes, the penalty is four percent until June 31 

29 and eight percent on July 1. Thereafter, for both class le and 

30 class 4c seasonal residential recreational property used for 

31 commercial purposes, on the first day of September and on the 

32 first day of October, an additional penalty of one percent shall 

33 accrue and be charged on unpaid taxes. The remaining one-half 

34 property taxes must be paid and penalties accrue as provided in 

35 subdivision 1. 

36 Sec. 56. [290.0621) [SCHOOL REFERENDUM TAX.] 
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1 Subdivision 1. [IMPOSITION.] In addition to all other 

2 taxes imposed by this chapter,, a tax is imposed on individuals 

3 who are_ do!llic~l'd _ ori the last day of the taxable year within the 

4 territory of a school dl.strict in which the voters approved an 

5 income tax increase at a referendum conducted under section 

6 126C.17, subdivision 9, for that purpose in 2006 or a subsequent 

7 year. This tax does not apPlY to referendums on bond issues. 

8 Individuals domiciled in the district on the last day of the 

9 taxable year are subject to the tax. 

10 Subd~ 2. [RATE.] The commissioner of revenue shall 

11 annually determine the rate of the tax imposed under this 

12 sectionas a percentage of the state income.tax liability of 

13 individuals subject to the tax by each district. The school 

14 referendum tax rate is equal to the ratio of (i)' the district's 

15 local effort revenue under section 126C.17, subdivision 6b, to 

16 (ii) the state income tax liability of all individuals domiciled 

17 in the district on the last day of the previous taxable year. 

18 Subd. 3. [REVENUE DISTRIBUTION.] Revenue raised in 

19 subdivision 1 must be placed in a special account in the general 

20 fund. The amount necessary to make payments to school districts 

21 under this section is annually appropriated from the general 

22 fund to the commissioner of education and must be paid to school 

23 districts accordirig to s~ction 127A.45. 

24 .Sec. 57. Minnesota Statutes 2004, section 343.11, is 

25 · amended to read: 

26 343.11 [ACQUISITION OF PROPERTY, APPROPRIATIONS.] 

27 Every county and district society for the prevention of 

28 cruelty to animals may acquire, by purchase, gift, grant, or 

29 devise, and hold, use, or convey, real estate and personal 

30 property, and lease, mortgage, sell, or use the same in any 

31 manner conducive to its interest~ to the same extent as natural 

32 persons. The county board of any county, or the council of any 

33 city, in_ which such societies exist, may, in its discretion, 

34 appropriate for the maintenance and support of such societies in 

35 the transaction of the work for which they are organized, any 

36 sums of money not otherwise appropriated, not to exc.eed in any 
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1 one year the. sum of $4,800 or the sum of 59-eenes $1 per capita 

2 based upon the county's or city's population as of the.most 

3 recent federal census, whichever is greater; provided, that no 

4 part of the appropriation shall be expended for the payment of 

5 the salary of any officer of the society. 

6 [EFFECTIVE DATE.] This section is effective January 1, 2006. 

7 Sec. 58.· [462A.0715] [SECTION 8, TAX CREDIT, AND RURAL 

8 HOUSING SERVICE UNITS.] 

9 (a) The agency may deem units as meeting the requirements 

10 of section 273.126 and this section, if the units meet the 
. . 

11 requirements provided in section 273.1321, subdivision 1. 

12 (b) ~he agency may certify these deemed units under 

13 subdivision 1 based on a simplified application procedure that 

14 verifies the unit's qualifications under paragraph (a). 

15 Sec. 59. Minnesota Statutes 2004, section 473F.08, is 

16 amended by adding a subdivision to read: 

17 Subd. 3c. [.UNCOMPENSATED CARE REIMBURSEMENT. ] (a) As used 

18 in this subdivision, the following terms have the meanings given 

19 in this paragraph. 

20 (1) "Uncompensated care" means the sum ·of (i) the amount 

21 that would have been .charged by a facility for rendering free or 

22 discounted care to persons who cannot afford.to pay and for 

23 which the facility did not expect payment and (ii) the amount 

24 that had been charged by a facility. for rendering care to 

25 persons and billed to that person or a third-party payer for 

26 which the facility expected but did not receive payment. 

27 Uncompensated care does not include contractual write-offs. 

28 (2) A "qualifying hospital" means a hospital in the area 

29 that is: 

30 (i) owned or operated by a local unit of government, or 

31 formerly_ owned by a university or is a private nonprofit 

32 hospital that leases its building from the county in which it is 

33 located; and 

34 (ii) has a licensed bed capacity greater than 400. 

~5 (b) A county that contains a gualifying hospital is 

36 eligible for reimbursement of that portion of gross charges for 
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1 uncompensated care determined by multiplying the hospital's 

2 gross charges during the base year by. the percentage of 

3 uncompensated care pro.vided by the hospital during the base year 

4 minus one-half of one percent of those gross charges, dividing 

5 the result by two, and adjusting to cost· by multiplying that 

6 result by the hospital's cost-to-charge ratio during the base 

7 year. By July 15, 2006, arid each subsequent year, the county 

8 shall notify its county auditor, as well as the administrative 

9 auditor, of the amount of qualifying uncompensated care 

10 ·provided, adjusted.to cost using the hospital's cost~to-charge 

11 ratio, during the 12-month period ending on June 30 of the 

12 current year. 

13 (c) The amount certified under paragraph (b) shall be 

14 certified annually by the county auditor to the administrative 

15 auditor as an addition to the county's areawide levy under 

16 subdivision 5. 

17 (d) The administrative auditor shall pay one-half of the 

18 reimbursement-to the county auditor of the county that contains 

19 the qualifying hospital on or before June 15 and the remaining 

20 one-half of the reimbursement on or before November 15. The 

21 county auditor receiving·the payment shall disburse the 

22 · reimbursement. to the qualifying hospital within 15 days of 

23 receipt of the reimbursement. 

24 (e) Prior to the reporting specified in paragraph (b) 

25 above, all qualifying hospitals that participate in this program 

26 shall agree upon and implement a common standard for reporting 

27 uncompensated care, and a corpmon standard for determining 

28 eligibility for uncompensated care for all participating 

29 hospitals. 

30 [EFFECTIVE DATE.] This section is effective for fiscal 

31 disparities contribution and distribution tax capacities for 

32 taxes payable in 2007 and 2008 only. 

33 Sec. 60. Minnesota Statutes 2004, .section 473F.08, is 

34 amended by adding a subdivision to read: 

35 Subd. 3d. [HENNEPIN COUNTY PUBLIC DEFENDER COST 

36 REIMBURSEMENT.] °(a) Hennepin County is eligible for 
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l reimbursement of costs incurred by the county under section 

2 6il.26, subdivision 3a, paragraph (c). By July 15, 2006, and 

3 each subsequent year, the county shall notify the county auditor 

4 and the administrative auditor, of the amount of that cost 

5 incurred by the county during the 14-month period ending on June 

6 30 of the current year. 

7 (b) The reimbursement under this subdivision for.costs 

8 incurred during the 12-month period ending June 30, 2006, is 

9 equal to 25 percent of those cos_ts. The reimbursement under 

10 this subdivision for costs incurred during the 12-month period 

11 ending June- 30, 2007, is equal to 50 percent of those costs. 

12 (c) The amount certified under paragraph (b) shall be 

13 certified annually by the Hennepin County auditor to the 

14 administrative auditor as an addition to the county's areawide 

15 levy under subdivision 5. 

16 (d) The administrative· auditor shall pay one-half of the 

17 reimbursement to the Hennepin County auditor on or. before June 

18 15 and the remaining one-half of the reimbursement on or before 

19 November 15. 

20 [EFFECTIVE DATE.] This section is effective for fiscal 

21 disparities contribution and distribution tax capacities for 

22 taxes payable in 2007 and 2008 only. 

23 Sec. 61. Minnesota Statutes 2004, section 477A.Oll, 

24 subdivision 36, is amended to read: 

25 Subd. 36. [CITY AID BASE.] (a) Except as otherwise 

26 provided in this subdivision, "city-aid base" is zero. 

27 (b) The city aid base for any city with a population less 

28 than 500 is increased by $40,000 for aids payable in calendar 

29 year 1995 ·and thereafter, and the maximum amount of total aid it 

30 may receive under section 477A.013, subdivision 9, paragraph 

31 (c), is also increased by $40,000 for aids payable in calendar 

32 year 1995 only, provided that: 

33 (i) the average total ~ax capacity rate for taxes payable 

34 in 1995 exceeds 200 percent; 

35 (ii) the city portion of the tax capacity rate ex~eeds 100 

36 percent; and 
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1 (iii) its city aid base is less thah $60 per capita. 

2 (c) The city aid base for a city is increased by $20,000 in 

3 1998 and thereafter and the maximum amount of total aid it may 

4 receive urider se~tion 477A.013, subdivision 9, paragraph {c), is 

5 also increased by $20,000 in calendar year 1998 only, provided 

6 that: 

7 (i) the.city has a population in 1994 of 2,500 or more; 

8 (ii) the cit~ is located in a county, outside of the 

9 metropolitan area, which contains a city of the first class; 

10 (iii) the city's net tax capacity used in calculating its 

11 1996 aid under section 477A.013 is less than $400 per capita; 

12 and 

13 (iv) at least four percent of the total net tax capacity, 

14 for taxes payable in 1996~ of property located ~n the city is 

15 classified as railroad property. 

16 (d) The city aid base for a city is increa~ed by $200,000 

17 in 1999 and thereafter and the maximum amount of total aid it 

18 may receive under section 477A.013, subdivision 9, paragraph 

19 (c), is also increased by $200,000 in calendar year 1999.only, 

20 provided that~ 

21 (i) the city was incorporated as a statutory city after 

22 December 1, 1993; 

23 (ii) its city aid base.does not exceed $5,600; and 

24 (iii) the city had a population in 1996 of 5,000 or more. 

25 (e) The city aid _base for a city is {ncreased by ·$450,000 

26 in 1999 to 2008 and the maximum amount of total aid it .may 

27 receive under section 477A.013, subdivisi6n 9, paragraph (c), is 

28 also iricreased by $450,000 in calendar year 1999 only, provided 

29 that: 

30 (i) the city had a population in 1996 of at least 50,000; . 

31 (ii) its population had increased by at least 40 percent in 

32 the ten-year period ending in 1996; and 

33 (iii) its city's net tax capacity for aids payable in 1998 

34 is less than $700 per capita. 

35 (f) Beginning in 2004, the city aid base for a city is 

36 equal to the sum of its city aid base in 2003 and the amount of 
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1 additional aid it was certified to receive under section 477A.06 

2 in 2003. For 2004 only, the maximum amount of total aid a city 

3 may receive under section 477A.013, subdivision 9, paragraph 

4 (c), is also increased by the amount it was certified to receive 

5 under section 477A.06 in 2003. 

6 (g) The city aid base for a city is increased by $150,000 

7 for ·aids payable in 2000 and thereafter, and the maximum amount 

8 of total aid it may receive under section 477A.013, subdivision 

9 9, paragraph ( c), is also increa_sed by $150, 000 in calendar year 

10 2000 only, provided that: 

11 (1) the city has a population that. is greater than 1,000 

12 and less than 2,500; 

13 (2) its commercial and industrial percentage for aids 

14 payable in 1999 is greater than 45 percent; and 

15 (3) the total market value of all commercial and industrial 

16 property in the city for assessment year.1999 is at least 15 

17 percent less than the total market value of all commercial and 

18 industrial property in the city for assessment year 1998. 

19 (h) The city aid base for a city is increased by $200,000 

20 in 2000 and thereafter, and the maximum amount of total aid it 

21 may rec;:eive under section 477A.013, subdivision 9, paragraph 

22 (c), is also increased by $200,000 in calendar year 2000 only, 

23 provided that: 

24 (1) the city had a population :ln 1997 of 2,500 or more; 

25 (2) the net tax capacity of the city used in calculating 

26 its 1999 aid under section 477A.013 is l~ss than $650 per 

27 capita; 

28 (3) the pre-1940 housing percentage of the city used.in 

29 calculating 1999 aid under section 477A.013 is greater than 12 

30 percent; 

31 (4) the 1999 local government aid of the city under section 

32 477A.Ol3 is less than 20 percent of the amount that the formula 

33 aid of the city would have been if the need increase percentage 

34 was 100 percent; and 

35 (5) the city aid base of the city used in calculating aid 

36 under section 477A.013 is less than $7 per capita. 
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1 (1) the city had a population in 1998 that is greater than 

2 200 but less than 500; 

3 (2) the city's commercial industrial percentage used in 

4 calculating aids payable in 2000 was less than ten percent; 

5 (3) more than 25 percent of the city's population was 60 

6 years old or older according to the 1990 census; 

7 (4) the city aid base of the city used in calculating aid 

8 under section 477A.013 is less than $15 per capita; and 

9 (5) the city's formula aid _for aids payable in 2000 was 

10 greater than zero. 

11. (1) The city aid base for a city is increased by $45,000 in 

12 2001 and thereafter and by an additional $50,000 in calendar 

13 years 2002 to 2011, and the maximum amount of total aid it may 

14 receive under section 477A.013, subdivision 9, paragraph (c), is 

15 also increased by $45,000 in calendar year 2001 only, and by 

16 $50,000 in calendar year 2002 only, provided that: 

17 (l) the net tax capacity of the city used in calculating 

18 its 2000 aid under section 477A.013 is less than $810 per 

19 capita; 

20 (2) the population.of the city declined more than two 

21 percent between 1988 and 1998; 

22 (3) the net levy of the city used in calculating 2000 aid 

23 under section 477A.013 ·-is greater than $240 per capita; and 

24 (4) the city received less than $36 per capita in aid under 

25 section 477A.013, subdivision 9, for aids payable in 2000. · 

26. The city aid base for a city described in this paragraph is 

27 also increased by $250,000 in calendar years 2006 to 2015, and 

28 the maximum-amount of total aid it may receive under section 

29 477A.013, subdivision 9, paragraph (c), is also increased by 

30 $250,000 in calendar year 2006 only. 

31 (m) The city aid base for a city with a population of 

32 10,000 or more which is located outside of the seven-county 

33 metropolitan area is increased in 2002 and thereafter, and the 

34 maximum amount of total aid it may receive under section 

35 477A.013, subdivision 9, paragraph (b) ·or (c), is also increased 

36 in calendar year 2002 only, by.an amount equal to the lesser of: 
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1 (l)(i) the total ·population of the city, as determined by 

2 the United States Bureau of th~ Census, in the 2000 census, (ii) 

3 minus 5,000, (iii) times 60; or 

4 (2) $2,500,000. 

5 (n) The city aid base is increased by $50,000 in 2002 and 

6 thereafter, and the maximum amount of total aid it may receive 

7 under section 477A.013,. subdivision 9, paragraph (c), is also 

8 increased by $50,000 in calendar year 2002 only, provided that: 

9 (1) the city is located in ~he seven-county metropdli~an 

10 area; 

11 (2) its population in 2000 is between 10,000 and 20,000; 

12 and 

13 ·(3) its commercial industrial percentage, as calculated for 

14. city aid payable in 2001, was greater than 25 percent. 

15 (o) The city aid base for a city is increased by $150,000 

16 in calendar years 2002 to 2011 and the maximum amount of total 

17 aid it may receive under section 477A.013, subdivision 9, 

18 paragtaph (c), is also increased by $150,000 in calendar year 

19 2002 only, pro.vided that: 

20 (1) the city had a population of at least 3,000 but no more 

21 than 4,000 in 1999; 

22 (2) its home county is located within the seven-county 

23 metropolitan area; 
-

24 (3) its pre-1940 housing percentage is less than 15 

25 percent; and 

26 (4) its city net tax capacity per capita for taxes payable 

27 in 2000 is less than $900 per capita. 

28 (p) The city aid base for a city is increased by $200,000 

29 beginning in calendar year 2003 and the maximum amount of total 

30 aid it may receive under section 477A.013, subdivision 9, 

31 par~graph (c), is also increased by $200,000 in calendar year 

32 2003 only, provided that the city qualified for-an increase in 

33 homestead and agricultural credit aid under Laws 1995, chapter 

34 264, article 8, section 18. 

35 (q) The city aid base for a city is increased by $200,000 

36 in 2004 only and the maximum amount of total aid it may receive 
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1 under section 477A.013, subdivision 9, is also increased by 

2 $200,000 in calendar yea~_2004 only, if the city is the site of 

3 a nuclear dry cask storage facility. 

4 ( r) · The city aid base for a ci:ty is inc·reased by $10., 000 in 

5 2004 and thereafter and the maximum total aid it may receive 

6 under section 477A.013, subdivision 9, is also increased by 

7 $10,000 in calendar year 2004 only, if the city was included in 

8 a federal major disaster designation issued on April 1, 1998, 

9 and its pre-1940 housing stock was decreased by more than 40 

10 percent between 1990 and 2000~ 

11 Sec. 62. Minnesota Statutes 2004, section 477A.ll, 

12 subdivision 4, is amended to read: 

13 Subd •. 4. [OTHER NATURAL RESOURCES LAND.] "Other natural 

14 resources land" means~ 

15 fit any other land presently owned in fee title by the 

16 state and administered by the commissioner, or any tax-forfeited 

17 land, other than platted lots within a city or those lands 

18 described under subdivision 3, clause (2), which is owned by the 

19 state and administered by the commissioner or by the county in 

20 which it is locatedT-8ftd 

21 tzt-3:snd-3:essed-by-t:ne-st:aee-£rom-ehe-enH:ed-Seaees-o£ 

2 2 Amer±ea-enrottgn-ehe-BnH:ed-Seaees-Seeret:ary:--o!-Agr±ett3:1:ttr.e 

23 pttrsttane-eo-'f±e3:e-%%%-0£-ene-Ban~head-a:ones-Parm-'fenane-Aee7 

24 wh±eh-3:and-±s-eommon3:y-re£erred-eo-as-3:and-tt1:±3:±zae±on-pro;eei: 

2 5 3:and-ehat:-±.s-adm±n±seered-by-t:he-eomm±ss±oner • 

26 [EFFECTIVE DATE.] This section is effective for aids 

27 payable in 2006 and thereafter. 

28 Sec. 63. Minnesota Statutes 2004, section 477A.11, is 

29 amended by adding a subdivision to read: 

30 Subd. 5. [LAND UTILIZATION PROJECT LAND.] ''Land 

31 utilization project land" means·. land that is leased by the state 

32 from the United States through the United States Secretary of 

33 Agriculture according to Title III of the Bankhead Jones Farm 

34 Tenant Act and that is administered by the commissioner. 

35 Sec. 64. Minnesota Statutes 2004, section 477A~l2, 

36 subdivision 1, is amended to read: 
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1 Subdivision 1. [TYPES OF LAND; PAYMENTS.] (a) As an offset 

2 for expenses incurred by counties and towns in support of 

3 natural resources lands, the following amounts are annually 

4 appropriated to the commissioner of natural resources from the 

5 general fund for transfer to the commissioner of revenue. The 

6 commissioner of revenue shall pay the transferred funds to 

7 counties as required by sections 477A.ll to 477A~l45. The 

8 amounts are: 

9 (1) for acquired natural resources land, $3, as adjusted 

10 for inflation under section 477A.145, multiplied by the total 

11 number of acres of acquired natural resources land or, at the 

12 county's option three-fourths of one percent of the appraised 

13 value of all acquired natural resources land in the county, 

14 whichever is greater; 

15 (2) $3, as adjusted ;f6r inflation under section 477A.145, 

16 multiplied by the total number of acres of land utilization 

17 project land; 

18 1ll_ 75 cents, as adjusted for inflation under section 

19 477A.145, multiplied by the .number of acres ·of 

20 county-adminis~ered other natural resources land; and 

21 tat ffi 37.5 cents, as adjusted for inflation under section 

22 477A.145, multiplied by the number of ac·res of 

23 commissioner-administered other natural resources land located 

24 in each county as of July 1 of each year prior' to the payment 

25 year. 

26 (b) The amount determined under paragraph (a), clause (1), 

27 is payable for land that is ac9uired from a private owner and 

28 owned by th~ Department of Tiansportation for the purpose of 

29 replacin~ wetland 16sses caused by transportation projects, but 

30 only if the county contains more than 500 acres of such land at 

31 the time the certification is made under subdivision 2. 

32 [EFFE;CTIVE DATE.] This.section is effective for aids 

33 payable iri 2006 and thereafter. 

34 Sec. 65. Minnesota Statutes 2004, section 477A.12, 

35 subdivision 2, is amended to read: 

36 Subd. 2. [PROCEDURE.] Lands for which payments in lieu are 
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1 made pursuant to section 97A.061, subdivision 3, and Laws 1973, 

2 chapter 567, shall not be eligible fo.r payments under this 

3 section. Each county auditor shall certify to the Department of 

4 Natural Resources during July of each year prior to the payment 

5 year the number of acres of county-administered other natural 

6 resources land within the county. The Department of Natural 

7 resources may, in addition to the certification of acreage, 

8 require descriptive lists of land so certified. The 

9 commissioner of natural resources shall determine and certify to 

10 the commissioner of revenue by March 1 of the payment year: 

11 (1) the number of acres and most recent appraised value of 

12 acquired natural resources land' within each county; 

13 (2) the number of acres of commissioner-administered 

14 natural resources land within each county; and 

15 (3) the number of acres of county-administered other 

16 natural resources land within each county, based on the reports 

17 filed by each county auditor with the commissioner of natural 

·1a resources; and 

19 (4) the number of acres of land utilization project land 

20 within each county and the net proceeds from timber sales on 

21 land utilization project lands in each county. 

22 The commissioner of transportation shall determine and 

23 certify to the commissioner of revenue by March 1 of the payment 

24 year the number of acres of land and the appraised value of the 

25 land described in subdivision 1, paragraph (b), but only if i~ 

26 exceeds 500 acres. 

27 The commissioner of .revenue shall determine the 

28 distributions provided for in this section using the number of 

29 acres and appraised values certified by the commissioner of 

30 natural resources and the commissioner of transportation by 

31 March 1 of the payment year. 

32 [EFFECTIVE DATE.] This section is effective for aids 

33 payable in 2006 and thereafter. 

34 Sec. 66. Minnesota Statutes 2004; section 477A!l4, 

35 subdivision 1, is amended to read: 

36 Subdivision 1. [GENERAL DISTRIBUTION.] Except as provided 
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1 in subdivision 2 or in section 97A.061, subdivision 5, 40 

2 percent of the total ·paym~nt to the county shall be deposited in 

3 the county general revenue fund to be used to provide property 

4 tax levy reduction. The remainder shall be. distributed by the 

5 county in the £allowing priority: 

6 (a) 37.5 cents, as adjusted for inflation under section 

7 477A.145, for each acre of county-administered other natural 

8 resources land shall be deposited in a resource development fund 

9 to be created within the courity ~r~asury for use in resource 

10 development, forest management, game and fish habitat 

11 improvement, and recreational development and.maintenance of 

12 county-administered other ·natural resources land. Any county 

13 receiving less than $5,000 annually for the resource development 

14 fund may elect to deposit that amount in the county general 

15 revenue fund; 

16 (b) From the funds remaining, within 30 days of receipt of 

17. the payment to the county, the county treasurer shall pay each 

18 organized township 30 cents, as adjusted for inflation under 

19 section 477A .• 145, fat each acre of acquired natural resources 

20 land, each acre of land utilization project land, and each acre 

21 of land described in section 477A.12, subdivision 1, paragraph 

22 (b), and 7.5 cents, as adjusted f~r inflation under section 

23 477A.145, for each acre of other natural resources land located 

24 within its boundaries. Payments for natural resources lands not 

25 located in ~n organized township shall be deposited in the 

26 county general revenue fund. Payments to counties and townships 

27 pursuant to _this paragraph shall be used to provide property tax 

28 levy reduction, except that of the payments for natural 

29 resources lands not located in an organized township, the county 

30 may allocate the amount determined to be necessary for 

31 maintenance.of roads in unorganized townships. Provided that, 

32 if the total payment to the county pursuant to section 477A.12 

33 is not sufficient to fully fund the distribution provided for in 

34 this clause, the amount available shall be distributed to each 

35 township and the county general revenue fund on a pro rata 

36 basis; and 
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1 (c) Any remaining funds shall be deposited in the county 

2 general revenue fund. Provided that, if the distribution to the 

3 county general revenue fund exceeds $35,000, the excess shall be 

4 used to provide property tax levy reduction. 

5 [EFFECTIVE DATE.] This section·is effective for aids 

6 payable In 2006 and thereafter. 

7 Sec. 67. Laws 1998, chapter 389, article 3, section 41, is 

8 amended to read: 

9 Sec. 41. [SPECIAL ASSESSMENT DEFERRAL AUTHORIZED.] 

10 Notwithstanding Minnesota Statutes, chapter 429, a city may 

11 defer the payment of any special assessment levied against a 

12 property qualifying under section 38 as determined by t~e city. 

13 Any special assessment, the payment of which has been·deferred 

14 by the city, must be paid in full or a payment agreement may be 

15 approved by the city if the ownership of property is transferred 

.16 to anyone or any entity. Payment or a payment agreement must be 

17 made within 60 days of the transfer of ·ownership. 

18 [EFFECTIVE DA-TE •. ] This section is e.ffective the day 

19 following final enactment. 

20 Sec. 68. Laws 1998, chapter 389, article 3, section 42, 

21 subdivision 2, as amended by Laws 2002, chapter 377, article 4, 

22 section 24, is amended to read: 

23 Subd. 2. [RECAPTURE.] (a) Property or any por~ion thereof 

24 .qualifying under section 38 is subject to additional taxes if: 

25 (1) ownership of the property is transferred to anyone 

26 other than the spouse or child of ·the current owner; 

27 (2) the current owner or the spouse or child of the current 

28 owner has not conveyed or entered into a contract before July 1, 

29 2007, to convey for ownership or public easement rights, (i) a 

30 portion of the property to a one or more nonprofit £ottnda~±on 

31 foundations or eorporae±on-opera~±ng corporations; and (ii) a 

32 portion of the property to one or· more local governments; and 

33 ·those entities shall separately or jointly operate the property 

34 as an art park providing the services included in section 38, 

35 clauses (2) to (5), and may also use some of the property for 

36 other public purposes as determined by the local governments; or 
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1 (3) the nonprofit foundation or corporation to which a 

2 portion of the property was transferred ceases to provide the 

3 services included in section 38, clauses (2) to (5), earlier 

4 than ten years following ·the effective date of the eonveyanee 

5 con~eyances or of the execution of the conerace contracts to 

6 convey. 

7 (b) The additional taxes are imposed at the earlier of (1) 

8 the year following transfer of ownership to anyone other than 

9 the spouse or child of the current owner or a nonprofit 

10 foundat.ion or corporation or local government operating the 

11 property as an art park and used for other public purposes, or 

12 (2) for taxes payable in 2008, or ill in the event the nonprofit 

13 foundation or corporation to which a portion of the property was 

14 conveyed ceases to provide the required services within ten 

15 years after the conveyance, for taxes payable in the year 

16 following the year when it ceased to do so. 

17 The county board, with the apProval of the city council, 

18 shall determine the amount of the additional taxes due on the 

19 portion of property which is no longer utilized as an art park; 

20 provided, however, that the additional taxes are-eeitta3:-i:o must · 

21 not be greater than the difference between the taxes determined 

22 on that portion of the property titilized as an art park under 

23 sections 39 and 40 and the amount determined under subdivision 1 

24 for all years that the property qualified under section 38·. lffi·e 

25· add±i:iona3:-eaxes~mttsi:-be-exeencied-aga±nse-ehe-properey-on-i:he 

26 ·eax-3:±si:-£or-i:he-ettrrene-year;-prov±ded1-however7-i:hae No 

27 

28 

29 

30 

interest or penalties may be levied on the· additional taxes-±£ 

i:±me3:y-paid amount J2rovided that it is paid within 30 days of 

the county's notice. 

[EFFECTIVE DATE.] This section is effective the day 

31 following final enactment. 

32 Sec. 69. Laws 2001, First Special Session chapter 5, 

33 article 3, section 8, the effective date, is amended to read: 

34 [EFFECTIVE DATE.] This_ section is effective for taxes 

35 levied in 2002, payable in 2003, through taxes levied in %669 

36 2009, payable in %668 2010. 
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1 the first levy is the payable 2006 levy; and if effective after 

2 August 31, 2005, the first levy is the payable 2007 levy. 

3 Sec. 72. [PROPERTY USED FOR EDUCATIONAL-INSTRUCTION.] 

4 Notwithstanding.Minnesota Statutes, section 272.02, 
( 

5 subdivision 38, 'paragraph (b), the following property is exempt 

6 from taxation for assessment year 2004, for taxes payable-in 

7 2005, if it meets all the following criteria: 

8 fl) is used to provide direct educational instruction for 

9 grades 7 through 10; 

10 (2) is located in a city of the first class that has a 

11 populatiort greater than 250,000 and less than 350,000; 

12 · ( 3) was purchased after July 1, 2004, by a nonprofit that 

13 is exempt from federal income tax under section 50l(c)(3) of the 

14 Internal Revenue Code; and 

15 (4) is leased and operated by two nonprofit corporations 

16 organized under Min.nesota Statutes, chapter 317A. 

17 [EFFECTIVE DATE.] This section is effective the day 

18 following final enactment. 

19 Sec. 73. [EDUCATION RESERVE ACCOUNT; APPROPRIATION.] 

20 (a).There is created in the state treasury an education 

21 reserve adcount as a special revenue fund for deposit of 

22 appropri'ations and other-receipts as provided: by law. 

23 (b)·$24,961,000 is appropriated from the general fund to 

24 the education reserve account in fiscal year 2006. Beginning. 

25 with taxes payable in 2008, the commissioner of finance shall_ 

26 deposit in the education reserve account the increased -amount of 

27 the state general levy for that year over the state general levy 

28 base, amount·, for taxes payable in 2002, · under Minnesota Statutes, 

29 section 275.025. 

30 (c) Each year, one-half of the annual amount will be 

31 deposited in the education reserve account in the state fiscal 

32 year corresponding to the first six months of the calendar year, 

33 and the other haTf will be deposited in the state fiscal year 

34 corresponding to the last six months of the calendar year. The 
-

35 -amounts in the education reserve account do not la~se or cancel 

36 each year, but remain until appropriated by law for E-12 
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1 education or higher education funding. 

2 Sec. 74. [STUDY OF POLLUTION CONTROL EXEMPTION.] 

3 The commissioner of revenue must study the application of 

4 the property tax exemption provided under Minnesota Statut~s, 

5 section 272.02, subdivision 10, to personal property used for 

6 pollution control as part of an electric generation system. The 

7 commissioner must present a recommendation to the legislature by 

8 January 15, 2006, that would limit the exemption to property 

9 that is directly and exclusively used for pollution control 

10. purposes. 

11 Sec. 75. [SAUK RIVER WATERSHED DISTRICT.] 

12 Notwithstanding Minnesota Statutes, section 103D.905, 

13 subdivision 3, the Sauk River Watershed District may annually 

14 levy up to 0.01 percent of taxable market value for its 

15 administrative fund. 

16 [EFFECTIVE DATE.] This section is effective, without local 

17 approval, for taxes levied in 2005, payable in 2006, and 

18 thereafter. 

19 Sec. 76. [COMMERCIAL-INDUSTRIAL LAND VALUE TAXATION; LOCAL 

20 OPTIONe.] 

21 The governing body of any municipality that has a 

22· population in excess of 70,000, or any .. municipality located in 

23 the taconite tax relief area defined in Minnesota Statutes, 

24 section 273.134, may by resolution adopt a system of valuing 

25 commercial-industrial property in its jurisdiction that is based 

26 on the value of the land, not including improvements. The 

27 governi.ng body may make the election under this section if it 

28 finds that implementation of the land value system will enhance 

29 economic development in the city. An election under this 

30 section must be made by December 31, 2005. If any municipality 

31 makes the election, it must notify the.commissioner of revenue 

32 of the election and the legislature must enact during the 2006 

33 legislative session the legislation necessary to implement the 

34 sys~em for t~xes levied in 2006, payable in 2007, and thereafter. 

35 Sec. 77. [STUDY REQUIRED.] 

36 By February 1, 2006, the fiscal staff of the house of 
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1 representatives and senate shall conduct a study of the 

2 met~opolitan revenu~ distribution program contained in Minnesota 

3 Statutes, chapter 473F, commonly known as the fiscal disparities 

4 program, and shall make a report by March 1, 2006, to the chairs 

5 of the house and senate tax committees consisting of the 

6 findings of the study and any recommendations resulting from the 

7 study. 

8 The study shall primarily.address the question of whether 

9 the program is achieving the purposes for which it was created. 

10 Additionally, the study shall address the following questions: 

11 (1) How has the program affected property tax disparities 

12 across the Twin Cities:metropo1itan area? 

13 (2) Is the formula for contributing tax base to the 

14 areawide pool reasonable? Should certain commercial-indu.strial 

15 tax base continue to be exempt from contribution to the areawide 

- 16 pool, such as tax base in existence prior to 1979, tax base in 

17 tax increment financing districts established before 1979, and 

18 tax base located at the Minneapolis-St. Paul International 

19 Airport? Should contribution amounts be adjusted.for 

20 differences in sales ratios between communities? 

21 (3) Is the formula for distributing tax base from the 

22 areawide pool reasonable? _Should the formula reflect measures 

23 of·need in addition to population? Should the distribution 

24 formula be based on tax capacity rather than market value? 

25 (4) Does·the program help promote orderly growth and 

26 encourage environmentally sound land use? 

27 (5) Does the program reduce competition for 

28 commercial-industrial tax base between communities? Is redu·ced 

29 competition for commercial-industrial tax base desirable? 

30 (6) Do local governments derive sufficient tax revenues 

31 from commercial~industrial property.to cover·the costs of 

32 providing services to the property, considering the tax base 

33 that must be contributed to the areawide .pool? 

34 (7) Could improvements be made in the administration of the 

35 program? 

36 [EFFECTIVE DATE.] This section is effective July li-2005. 
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1 Sec. 78. [FEE STUDIES.] 

2 Subdivision 1. [STATE AGENCY FEES.] The commissioner of 

3 each state agency that imposes any fee on individuals or 

4 businesses in this state must report to the commissioner of 

5 revenue by January 15, 2006, on the type and amount of fees 

6 imposed, amount and type of fee increases since January.I, 2003, 

7 the revenues derived from each fee for each of the most recent 

8 four fiscal years, and the use of the revenues from the fees. 

9 The commissioner of revenue shall compile this information and 

10 provide a comprehensive report on all state agency fees to the 

11 fipance and tax committees of the senate and the apPropriations 

12 and tax committees of the house of representatives by February 

13 15, 2006. 

14 Subd~ 2. [SCHOOL FEES.] By January 15, 2006, the 

15 Department of Education shall provide the house·and senate 

16 education finance divisions and tax committees with a report 

17 that examines the total annual fees collected under Minnesota 

18 Public School Fee Law, Minnesota Statutes, sections 123B.34 to 

19 123B. 39, in fiscal years 2.002 to 2005. The report must detail 

20 all different types of fees charged to Minnesota students under 

21 the law. The report must report total fees statewide as well as 

22 by school district and charter school. 

23. Subd. 3. [CITY FEES.] Each home rule charter or statutory 

24 city must report to the commissioner of revenue by January 15, 

25. 2006, on the type and amount of fees it imposes, amount and type 

26 of fee increases since January 1, 2003, the revenues derived 

27 from each fee for each of the most ·recent four calendar years, 

·28. and the use of the revenues from the fees. The commissioner of 

29 revenue shall compile this informat1on and provide a 

30 comprehensive report on all city fees to the finance and tax 

31 committees of the senate and the- appropriations and tax 

32 committees of the house of representatives by February 15, 2006. 

33 ARTICLE 9 

34 LOCAL DEVELOPMENT - SF1683 

35 Section l. Minnesota Statutes 2004, section 116J.993, 

36 subdivision 3, is amended to read: 
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1 Subd. 3. [BUSINESS SUBSIDY. l "Business subsidy" or 

2 "subsidy" means a state or local government agency grant, 

3 contribution of personal property, real pr6perty, 

4 infrastructure, the principal amount of a loan at rates below 

s those commercially available to the recipient, any reduction or 

6 deferral of any tax or any fee, any guarantee of any payment 

7 under any loan, lease, or other obligation, or any preferential 

8 use of government facilities given to a business. 

9 The following forms of financial assistance are not a 

10 business subsidy: 

11 (1) a business subsidy of less than $25,000; 

12 (2) assistance that is generally available to all 

13 businesses or to a general class of similar businesses, such as 

14 a line of business, siz~, location, or similar general criteria; 

15 (3) public improvements to buildings or lands owned by the 

16 state or local government that serve a public purpose and do not 

17 princip~lly benefit a single business or defined group of 

18 businesses at the time the improvements are made; 

19 (4) redevelopment property polluted by contaminants as 

20 defined in section 116J.552, subdivision 3; 

21 (5) assistance provided for the sole purpose of renovating 

22 old or decaying building stock or bringing it up to code and 

23 assistance provided for designated historic preservation 

24 districts,.provided that the assistance is equal to or less than 

25 50 percent of· the total cost; 

26 (6) assistance to provide job readiness and training 

27 ser~ices if the ~ole purpose of the assistance is to provide 

28 those services, except when such assistance· is paid·for by 

29 expenditures of tax increments under section.469.176, 

30 subdivision·4m; 

31 (7J assistance for housing~· 

32 ( 8) a.ssistance for pollution control or abatement, 

33 including assistance for a tax increment financing hazardous 

34 substance subdistrict as defined under section 469.174, 

35 subdivision 23; 

36 .(9) assistance for energy conservation; 
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1 (10) tax reductions resulting from con~ormity with federal 

2 tax law; 

3 (11) workers• compensation and unemployment insurance; 

4 (12) benefits derived from regulation; 

5 (13) indirect benefits derived from assistance to 

6 educational institutions; 

7 (14) funds from bonds allocated under chapter 474A, bonds 

8 issued to refund.outstanding bonds, and bonds issued for the 

9 benefit of an organization descr~bed in section 50l(c)(3) of the 

10 Internal Revenue Code of 1986, as amended through December 31, 

11 1999; 

12 (15) assistance for a. collaboration between a Minnesota 

13 higher education institution and a business; 

14 (16) assistance for a tax increment financing soils 

15 condition district as defined under section 469.174, subdivision 

16 19; 

17 (17) redevelopment when the· recipient's investment in the 

18 purchase of the sife and in site preparation is 70 pe~cent or 

19 more of the assessor's current year's estimated market value; 

20 (18) general changes in tax increment financing law and 

21 other general tax law changes of a principally technical nature; 

22 ( 19) federal assistance u.ntil the assistance has been 

23 repaid to, and reinvested by, the state or local gove.rnment 

24 agency; 

25 ( 20) .funds from dock and wharf bonds issued by a seaway 

26 port authority; 

27 (21) business loans and loan guarantees of $75,000 or less; 

28 and 

29 ( 22) federal loan funds -provided through the United States 

:30 Department of Commerce, Economic Development Administration. 

31 Sec. 2. Minnesota Statutes· 2004, section 116J. 993, is 

32 amended by adding a subdivision to re.ad: 

33 Subd •. 8. [RESIDENCE.] "Residence" means the place where an 

34 individual has established a permanent home from which.the. 

35 individual has no present intention of moving • 

. 36 Sec. 3. Minnesota Statutes 2004, section 116J.994, 
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1 subdivision 4, is amended to read: 

2 Subd. 4. [WAGE AND JOB GOALS.] The subsidy agreement, in 

3 addition to any other goals,.must include: (1) goals for the 

4 number of jobs created, which may include separate goals for the 

5 number of part-time or full-time jobs,·or, in cases where job 

6 loss is specific and demons.trable, ·goals for the number of jobs 

7 retained;; (2) wage goals for any jobs created or retained; and 

8 (3) wage goals for ahy jobs to be enhanced through increased 

9 wages. After a public hearing, if the creation or retention of 

10 jobs is determined not ·to be a goal, the wage and job goals may 

11 be set at zero. The goals for the number of jobs to be created 

12 or retained must result in j.ob creation or retention by the 

13 ·recipient within the granting jurisdiction overall. 

14 In addition to other specific goal time.frames, the wage 

15 and job goals must contain specific goals to be attained within 

16 two years of the benefit date. 

17 [EFFECTIVE DATE.] This section is effective August!, 2005, 

18 and applies to subsidy agreement's entered into on or after that 

19 date. 

20 Sec. 4. Minnesota Sta_tutes 2004, section 116J. 994, 

21 subdivision 5, is amended to read: 

22 Subd. s. [PUBLIC NOTICE AND HEARING.] (a) Before granting 

23 a bus1'ness subsidy that exce~ds $500, 000 for a state government 

24 granter and $100,000 for a local government granter, the granter 

25 must provide public notice and a hearing on.the s~bsidy. A 

26 public hearing and notice under this subdivision is not required 

27 if a ~earing and notice on the subsidy is otherwise required by 

28 law. 
r 

29 (b) Public notice of a proposed business subsidy under this 

30 subdivision by a state government granter, other than the Iron 

31 Range Resources and Rehabilitation Board, must be publisned in 

32 ·the State. Register. Public notice of a proposed business 

33 subsidy under this subdivision by a local government granter or 

34 the Iron Range Resources and Rehabilitation Board must be 

35 published in a local newspaper of general circulation. The 

36 public notice must identify the location at which information 
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1 about the business subsidy, including a summary of the terms of 

2 the subsidy, is available. Published.notice should be 

3· sufficiently conspicuous in size and placement to distinguish 

4 the notice from the surrounding text. The granter must make the 

5 information available in printed paper copies and, if possible, 

6 on the Internet. The government agency must provide at !·east a 

7 ten-day notice for the public hearing. 

8 (c) The public notice must include the date, time, and 

9 place of the hearing. 

10 (d) The public hearing by a state government granter other 

11 than the Iron Range Resources and Rehabiiitation Board must be 

12 held in St. Paul. 

13 (e) If more than one nonstate granter provides a business 

14 subsidy to the same recipient, the nonstate granters may 

15 designate one nonstate granter to hold a single public hearing 

16 regarding the business subsidies provided by all nonstate 

17 granters. 

18 gr an tor" 

19 board. 

20 (f) 

21 business 

For the purposes of this paragraph, "nonstate 

includes the iron range resources and rehabilitation 

The public notice of any public meeting about a 

subsidy agreement, including those required by this 

22 subdivision and by subdivision 4, must include notice -that a 

23 person with residence in or the owner of taxable property in the 

24 granting jurisdiction may file a written complaint with the 

25 granter if the granter fails to comply with sections 116J.993 to 

26 116J.995, and that no action may be filed against the granter 

27 for such failure to comply unless a written complaint is filed. 

28 ·,Sec. s. Minhesota ~tatutes 2004, section 116J.994, 

29 subdivision 9, is amended to read: 

30 Subd. 9. [COMPILATION AND SUMMARY REPORT.] The Department 

31 of Employment and Economic Development must publish a 

32 compilation and summary of the results of the reports for the 

33 previous two calendar years by December 1 of 2004 and every 

34 other year thereafter. The reports of the government agencies 

35 to the department and the compilation and summary report of the 

36 department must be made available to the public. The 

Article 9 Section 5 251 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] ·nI UEH0785-l 

1 commissioner.must make copies of all business subsidy reports 

2 submitted by local and state granting agencies available on the 

3 department's Web site by October 1 of the year in which they 

4 were submitted. 

5 · The commissioner must coordinate the production of reports 

6 so that useful comparison.s across time periods and across 

7 granters can be made. The commissioner may·add other 

8 information to the report as the commissioner deems necessary to 

9 evaluate business subsidies. Among the information in the 

10 summary and compilation report, the commissioner must include: 

11 (1) total amount of subsidies awarded in each development 

12 region of the state; 

13 (2) distribution of business subsidy amounts by size of the 

14 business subsidy; 

15 (3) distribution of business subsidy amounts by time 

16 cat.egory; 

17 (4) distribution of subsidies by type and by public 

18 purpose; 

19 (5) percent of all business subsidies that reached their 

20 goals; 

21 (6) percent of business subsidies that did not reach their 

22 goals by two years from the benefit date; 

23 (7) total dollar amount of business subsidies that did not 

24 meet their goals after two years from the benefit date; 

25 (8) percent of subsidies that did not meet their goals and 

26 that did not receive repayment; 

27 (9) list of recipients that have failed to.meet the terms 

28 of a subsidy agreement in the past five years and have not 

29 satisfied their repayment obligations; 

30 (10) number of part-time and full-time jobs within separate 

31 bands of wages; and 

32 (11) benefits paid within separate bands of wages. 

33 S~c. 6. Minnesota Statutes 2004, section 116J.994, is 

34. amended by adding a subdivision to read: 

35 Subd. 11. [ENFORCEMENT~] (a) A person with residence in or 

36 an owner of taxable proJ?erty located in the jurisdiction of the 
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1 grantor may bring an action for equitable relief arising out of 

2 the failure of the granter to comply with sections 116J.993 to 

3 116J.995. The court may award a prevailing party in an action 

4 under this subdivision costs and reasonable attorney fees. 

5 (b) Prior to bringing an action, the party.must file a 

6 written complaint with the granter stating the alleged violation 

7 and proposing a remedy. The grantor has up to 30 days to reply 

8 to the complaint in writing and may take action to comply with 

9 sections 116J.993 to 116J.995. 

10 .. ( c) The written complaint under this subdivision for 

· 11 failure to comply with subdivisions 1 to 5, must be filed with 

12 the granter within 180 days after approval of the subsidy 

.13 agreement under subdivision 3, paragraph (d). An action under 

14 this subdivision must be commenced within 30 days following 

15 receipt of the grantor's reply, or within·1ao days after 

16 approval of the subsidy agreement under subdivision 3, paragraph 

17 (d), whichever is later. 

18 [EFFECTIVE DATE.] This section is effective August 1, 2005, 

19 and applies to subsidy agreements entered into on or after that 

20 date. 

21 Sec. 7. Minnesota Statutes 2004, section 161.1231, is 

22 amended by adding a subdivision to read: 

23 Subd. 11. [TRANSFER OF OWNERSHIP.] The commissioner shall, 

24. at the earliest feasible date after receiving payment, transfer· 

25 ownership of the parking facilities to the city of Minneapolis. 

26 The payment must be equal to the amount of state funds spent by 

27 the commissioner for construction of the facilities. Upon 

28 assuming ownership of the facilities, the city shall operate the 

29 facilities in accordance with the rules adopted.by the 

30 commissioner under subdivision 2. Upon assumption of ownership, 

31 the city shall assume the authority to collect fees for use of 

32 the facilities under subdivision 5. The commissioner shall take 

33 no action under this section that would result in federal 

34 sanctions against Minnesota or require the repayment of any 

35 state funds to the federal government. The commissioner shall 

36 deposit all money received.under this subdivision in the trurik 
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1 highway fund. 

2 [EFFECTIVE DATE.] This section is effective the .day after 

3 the governing body bf the city of Minrteapolis and its chief 

4 clerical officer comply with Minnesota Statutes, section 

5 645.021, subdivisions 2 and 3. 

6 Sec. 8. Minnesota Statutes 2004, section 272.0212, 

7 subdivision 1, is amended to read: 

8 Subdivision 1. [EXEMPTION.] All qualified property in a 

9 zone is exempt to the extent and for a period up to the duration 

10 provided by the zone designation and under sections 469.1731 to 

11 469.1735. 

12 [EFFECTIVE DATE.] This section is effective for development 

13 agreements approved after the. day following final enactment and 

14 beginning for property taxes payable in 2006. 

15 Sec. 9. Minnesota Statutes· 2004, section 272.0212, 

16 subdivision 2, is amended to read: 

17 Subd. 2. [LIMITS ON EXEMPTION.] ~Property in a zone is 

18 not exempt under this section from the following: 

19 {l) special assessments; 

20 (2) ad valorem property taxes specifically levied for the 

21 payment of principal and interest on debt obligations; and 

22 (3) all taxes levied by a school district, except school 

23 referendum levies as defined in section 126C.17. 

24 {b) The city may limit the property tax exemption to a 

25 shorter period thari the duration of the zone or to a percentage 

26 pf the prope.rty taxes payable or both. 

27 ·[EFFECTIVE DATE.] .This section is effective for development 

28 agreements approved after the day following final enactment and 

29 beginning for property taxes·payable in 2006. 

30 Sec. 10. Minnesota Statutes 2004, section 469.034, 

31 subdivision 2, is amended to read: 

32 Subd. 2. [GENERAL OBLIGATION REVENUE BONDS.] {a) An 

33 authority may pledge the general obligation of the general 

34 jurisdiction governmental unit as.additional security for bonds 

35 payable from income.or revenues of the project or the 

36 authority. The authority must. find that the pledged revenues 
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1 will equal or exceed 110 percent of the principal and interest 

2 due on the bonds for each year. The proceeds of the bonds must 

3 -be used for a qualified housing development project or 

4 projects. The obligations must be issued and sold in the manner 

5 and following the procedures provided by chapter 475, except the 

6 obligations are not subject to approval by the elect~rs and the 

7 maturities may .extend to not more than 30 years from the 

8 estimated date of completion of the project. The authority is 

9 the municipality for purposes of_ chapter 475. 

10 (b) The principal amount of the issue must be approved by 

11 the governing .body of the general jurisdiction governmental unit 

12 whose general obligation is pledged. Public hearings must be 

13 held on issuance of the obligations by both the authority and 

14 the general jurisdiction governmental unit. The hear.ings must 

15 be held at least 15 days, but not more than 120 days, before the 

16 sale of the obligations. 

17 (c) The maximum amount of general obligation_ bonds that may 

18 be issued and outstanding under this section equals the greater 

19 of (1) one-half of one percent of the taxable market value of 

20 the general jurisdiction governmental unit whose general 

21 obligation which includes a tax on property is pledged, or (2) 

i2 $3,000,000. In the case of county _or multicounty general 

23 obligation bonds, the outstanding general obligation bonds of 

24 all cities in the county or counties issued under this 

25 subdivision must be added in calculating· the limit under clause 

26 (1). 

27 (d) "General jurisdiction governmental unit" means the city 

28 in which the housing development project is located. In the 

29 case of ~ county or multicounty authority, the county or 

30 counties may act as the general jurisdiction governmental unit. 

31 In the case of a multicounty authority, .the pledge of the 

32 general obligation is a pledge of a tax.on the taxable property 

33 in each of the counties. 

34 (e) "Qualified housing development project" means a housing 

35 development project providing housing either for the elderly or 

36 for individuals and families with incomes not greater than 80 
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1 percent of the median family income as estimated by the United 

2 States Department of Housing and Urban Development for the 

3 standard metropolitan statistical area or the nonmetropolitan 

4 county in which the project is locat~d7-and-w~ii. The project 

5 must be owned for the term of the bonds either by the authority 

6 £or-the-term-o£-the-bonds or by a limited partnership or other 

7 entity in which the authority or another entity under the sole 

.a control of the authority is the sole general partner. The 

9 partnership or other entity must. receive either: (1) an 

10 allocation.from the Department of Finance or an entitlement 

11 is~uer of tax~exempt bonding authority·for the project and a 

12 preliminary determination by the Minnesota Housing_ Finance 

13 Agency or the applicable suballocator of tax credits that the 

14 project will qualify for four percent low-income housing tax 

15 credits; or (2) a reservation· of nine percent low-income housing 

16 tax credits from the Minnesota Housing Finance Agency or a 

17 suballocator of tax credits for the project. A qualified 

18 housing development project may admit nonelderly individuals and 

19 families with higher incomes if: 

20 (1) three years have passed since initial occupancy; 

21 (2) the authority finds the project is experiencing 

22 unanticipated vacancies resulting in insufficient revenues, 

23 because of changes in population or other unforeseen 

24 circumstances that occurred after the initial finding of 

25 .adequate revenues; and 

26 (3) the authority finds a tax levy or payment from general 

27 assets of the general jurisdiction governmental unit will be 

28 necessary to pay debt service on the bonds if higher income 

29 individuals or families are not admitted. 

30 [EFFECTIVE DATE.] This section is effective for bonds 

31 issued after the day following final enactment. 

32 Sec. 11. Minnesota Statutes 2004, section 469 .169., is 

33 amended by adding a subdivision to read: · 

34 Subd. 17. [ADDITIONAL BORDER CITY ALLOCATIONS.] (a) In 

35 addition to tax reductions authorized in subdivisions 7 to 16, 

36 the commissioner shall allocate $750·; 000 for tax reductions to 
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1 border city enterprisazones in cities located on the western 

2 border of the state. The commissioner shall make allocations to 

3 zones in cities on the western border on a pe·r capita basis. 

4 Allocations made under this subdivision may be used for tax 

5 reductions as provided in section 469.171, or for other offsets 

6 of taxes imposed on or remitted by busin·esses located in the 

7 enterprise zone, but only if the municipality determines that 

8 the granting of the tax reduction or offset is.necessary in 

9 order to retain a business within or attract a business to the 

10 zone. Any portion of the allocation provided in this paragraph 

11 may alternatively be used for tax reductions under section 

12 469.1732 or 469.1734. 

13 (b) The commissioner shall. allocate $750,000 for tax 

14 reductions under section 469.1732 or 469.1734 to cities with 

15 _border city enterprise zones located on. the western border of 

16 the state. The commissioner shall-allocate this amount among 

17 the cities on a per capita basis. Any portion of the allocation 

18 provided in this paragraph may alternatively be used for tax 

19 reductions as provided in section 469.i71. 

20 [EFFECTIVE DATE.] This section is effective the day 

21 following final enactment. 

22 Sec. 12. Minnesota Statutes 2004, section 469.174, is 

23 amended by adding a subdivision to read: 

24 Subd. 30. [URBAN RENEWAL AREA.] "Urban renewal area" means 

25 a contiguous geographic area designated within a project and 

26 within which all parcels must be eligible for inclusion in a 

27 redevelopment, renewal and renovation, or soils condition 

28 district.or are currently located within a redevelopment, 

29 renewal and renovation, or soils condition district certified 

30 within ten years before or after the date of approval of the 

31 urban rene~al area by the city or county, whichever is later. 

32 In determining eligibility for inclusion in a district, each 

33 parcel may only be considered as a part of one district. 

34 [EFFECTIVE DATE.] This section is effective for urban 

35 renewal areas established on or after the date of final 

36 enactment. 
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1 Sec. 13. Minnesota Statutes 2004, section 469.175, 

2 subdivision 1, is amended to read: 

3 Subdivision 1. [TAX INCREMENT FINANCING PLAN.] A tax 

4 increment financing plan-shall contain: 

5 (1) a statement of objectives of an authority for the 

6 improvement of a project; 

7 (2) a statement as to the development program for· the 

8 project, including the property within the project, if any, that 

9 the authority intends to acquire; 

10 (3) a list of any development activities that the plan 

11 proposes to take place within the project, for which.contracts 

12 have been entered into at the time of the preparation of the 

13 plan, including the names of the parties to the contract, the 

14 activity governed by ~he contract, the cost stated in the 

15 contract, and the expected date of completion of that activity; 

16 (4) identification or description of the type of any other 

17 specific development reasonably expected to take place within 

18 the project, and the date when the development is likely to 

19 occur; 

20 (5) estimates of the following: 

21 (i) cost of the project, including administrative expenses, 

22 except that if part of the cost of the project is paid or 

23 ·financed- with increment from the ·tax increment financing 

24 district, the tax increment financing plan for the district must 

25 contain an estimate of the amount of the cost of the project, 

26 including administrative expenses, that will be paid or financed 

27 with tax increments from the district; 

28 (ii) amount of bonded indebtedness to be incurred; 

29 (iii) sources of revenue to finance or otherwise pay public 

30 costs; 

31 (iv) the most recent net tax capacity of taxable real 

32 property within the tax increment -financing district and within 

33 any subdistrict; 

34 (v) the estimated captured net tax capacity of the tax 

35 increment financing district at completion; and 

36 (vi) the duration of the tax increment financing district's 
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1 and any subdistrict's existence; 

2 (6) statements of the authority's alternate estimates of 

3 the impact of tax increment financing on the net tax capacities 

4 of all taxing jurisdictions in which the tax increment financing 

5 district is located in whole or in part. For purposes of one 

6 statement, the authority shall assume that the estimated 

7 captured net tax capacity would be available to the taxing 

8 jurisdictions without creation of the district, and for purposes 

9 of the second statement, the authority shall assume that none of 

10 the estimated captured net tax capacity would be available to 

11 the taxing jurisdictions without creation ·of the district or 

12 subdistrict; 

13 ( 7) identif icatiori an_d description of studies and analyses 

14 used to make the determination set forth in subdivision 3, 

15 clause (2); and 

16 (8) identification of all parcels to be included in the 

17 district or any subdistrict; and 

18 (9) identification of any job training costs intended to be 

19 paid by use of tax increments, including the name of the 

20 employer whose employees will be trained and the nature and cost 

21 of the training. The plan is not reguired to identify the 

22 provider of the job training. 

23 [EFFECTIVE DATE.] This section apPlies to districts for 

24 which the reguest for certification was made after July 31, 

25 1979, and is effective for tax increment financing plans 

26 approved after June 30, 2005. 

27 Sec. 14. Minnesota Statutes 2004, section 469.175, 

28 subdivision 4, is amended to read: 

29 Subd. 4. [MODIFICATION OF PLAN.] (a) A tax increment 

30 financing plan may be modified by an authority. 

31 (b) The authority may make:the following modifications only 

32 upon the notice and after the discussion, public hearing, and 

33 findings required for approval of the original plan: 

34 (1) any reduction or enlargement of geographic area of the 

·35 project or tax increment financing district that does not meet 

36 the requirements of paragraph (e); 
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1 (2) increase in amount of bonded·indebteQness to be 

2 incurred; 

3 (3) a determination.to capitalize interest on the debt if 

4 that determination was not a part of the origin~! plan, or to 

5 increase or decrease the amount of interest on the debt to be 

6 capitalized; 

7 (4) increase in the portion of the captured net tax 

8 capacity to be retained by the authority; 

9 (5) increase in the estimat.~ of the cost of the project, 

10 including administrative expenses, that will be·paid or financed. 

11 with tax increment frol[\ the district; or 

12 (6) designation of additional property to be acquired by 

13· the authority; or 

14 (7) a decision to pay for job training for employees of a 

15 business located in the district that was not a part of the 

16 original plan. 

17 (c) If ·an authority changes the type of district to another 

18 type of district, this change is not a modification but requires 

19 the authority to follow the procedure set forth in sections 

20 469.174 to 469.179 for adoption_ of a new plan, including 

21 certification of the net tax capacity of the district by the 

22 county auditor. 

23 (d) If a redevelopment district or a renewal and renovation 

24 district is enlarged, the reasons and supporting facts for the 

25 determination that the addition to the district ~eets the 

26 criteria of section 469.174, subdivision 10, paragraph (a), 

27 clauses (1) and (2), or subdivision lOa, must be documented. 

28 (e) The requirements of paragr~ph (b) do not apply if (1) 

29 the only modification is elimination o·f parcels from the project 

30 or district and (2) (A) the current ne·t tax capacity of the 

31 parcels eliminated from the district equals or exceeds the net 

32 tax capacity of those par·cels in the district• s original net tax 

33 capacity or (B) the authority agrees that, notwithstanding 

34 section 469.177, subdivision 1, the original net tax capacity 

35 will be reduced by no more than the current. net tax capacity of 

36 the parcels eliminated.from the district. The authority must 
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1 notify the county auditor of any modif.ication that reduces ·or 

2 enlarges the geographic area of a district or a project area. 

3 (f) The geographic area of a ·tax inctement ·financing 

4 district may be reduced, but shall not be enlarged after five 

5 years following the date of certification of the original net 

6 tax capacity by the county auditor or after August l, 1984, for 

7 · tax increment financing districts., authorized prior to August 1, 

8 1979. 

9 [EFFECTIVE DATE.] This sect.ion is effective for districts 

10 for which the request for certification was made after·July 31, 

11 1979, and is etfective for modifications made after June 30, 

12 2005. 

13 Sec. 15. Minnesota Statutes 2004, section 469.175, 

· 14 subdivision 6, is amended to read: 

15 Subd. 6. [ANNUAL FINANCIAL REPORTING.] (a) The state 

16 auditor shall develop a uniform system of accounting and 

17 financial reporting for tax increment financing districts. The 

18 system of accounting and financial reporting shall, as nearly ·as 

19 possible: 

20 {l) provide for full disclosure of the sources and uses of 

21 public funds in the district; 

22 (2) permit comparison and reconciliation with the affected 

23 local government's accounts and financial reports; 

24 (3) permit auditing of the funds expended on behalf of a 

25 9istrict, including a single district that is part of a 

26 multidistrict project or that is funded in part or whole through 

27 the use of a development account funded with, tax increments from 

28· other districts or with other public money; 

29 (4) be consistent with generally accepted accounting 

30 principles. 

31 (b) The authority must annually submit to the state auditor 

32 a financial report in compliance with paragraph (a). Copies of 

33 the report must also be provided to the county auditor and to 

34 the governing body of the municipality, if the autho~ity is not 

35 the municipality. To the extent necessary to permit compliance 

36 with the requirement of financial reporting, the county and any 
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1 other appropriate local government unit· or private entity must 

2 provide the necessary records or information to the authority or 

3 the state auditor as provided by the system of accounting and 

4 financial reporting developed pursuant to paragraph (a). The 

5 authority ·must submit the annual report for a year on or before 

6 August 1 of the next year. 

7 (c) The annual financial report must also include the 

8 followirig items: 

9 (1) the original net tax capacity of the district and any 

10 subdistrict under section 469.177, subdivision l; 

11 (2) the net tax capacity for the reporting period of the 

12 district and any subdistrict; 

13 (3) the captured net tax capacity of the district; 

14 (4) any fisca1·-disparity deduction from the captured riet 

15 tax capacity under section 469.177, subdivision 3; 

16 (5) the captured net tax capacity retained for tax 

17 ·increment financing under section 469.177, subdivision 2, 

18· paragraph (a), clause '(l); 

19 (6) any cap.tured net tax capacity distributed among 

20 affected taxing districts under section 469.177~ subdivision 2, 

21 paragraph (a), clause (2); 

22 (7) the· type of district; 

23 (8) the date the municipality approved the tax increment 

24 financing plan and the date of approval of any modification of 

25 the tax increment financing plan, the approval of which requires 

26 notice, discussiori, a public hearing, and findings under 

27 subdivision 4, paragraph (a); 

28 (9) ·the date the authority first requested certification of 

29 the original net tax capacity of the district and the date of 

30 the .request for certification regarding any parcel added to the 

31 district; 

32 (10) the date the county auditor first certified the 

33 original net t~x capacity of the district and the date of 

34 certification of the original net tax capacity of any parcel 

·35 added to the district;; 

36 · (11) the month;arid year in which the authority has received 
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1 or anticipates it will receive the first increment from the 

2 district; 

3 (12) the date the district must be decertified; 

4 (13) for the reporting period and prior years of the 

5 district, the actual amount received from, at least, the 

6 following categories:· 

7 (i) tax increments paid by the captured net tax capaqity 

8 retained for tax increment financing under section 469.177, 

9 subdivision 2, paragraph (a), clause (1), but excluding any 

10 excess taxes; 

11 (ii) tax increments that are interest or other investment 

12 earnings on or fro~ tax increments; 

13 (iii) tax increments that are proceeds from the sale or 

14 lease of property, tangible or intangible, purchased by the 

15 authority with tax increments; 

16 (iv) tax increments that· are repayments of loans or other 

17 advances made by the authority with tax increments; 

18 (v) bond or loan proceeds; 

19 (vi) special assessments; 

20 (vii) grants; and 

21 (viii) transfers from funds not exclusively associated with 

22 the district; 

23 (14) for the reporting period and.for the prior years of 

24 the district, the actual amount expended for, at least, the 

25 following categories: 

26 ( i) acquisitio.n of land and buildings through condemnation 

27 or purchase; 

28 (ii) site improvements or preparation costs; 

29 (iii) installation of public utilities, parking facilities, 

30 streets, roads, sidewalks, or other similar public improvements; 

31 (iv) administrative costs, ·.including the allocated cost of 

32 the authority; 

33 (v) public park facilities, facilities for social, 

34 recreational, or conference purposes, or other ·similar public 

35 improvements; and 

36 (vi) transfers to funds not exclusively associated with the 
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1 district; and 

2 (vii) job training as permitted under section 469.176, 

3 subdivision 4m; 

4 (15) for proper~ies sold ~o developers, the total cost of 

5 the property to the authority and the price paid by the 

6 developer; 

7 ( 16) the amount of any payments and the value· of any 

8 in-kind benefits, such as physica-1 improvements and the use of 

9 building spacei that are paid o~ financed with tax increments 

10 and are provided to another.governmental unit other than the 

11 municipality during the reporting period; 

12 · (17) the amount of any payments for activities and 

13 improvements located outside of the· district that are paid for 

14 or financed with ~ax increments; 

15 (18) the amount of payments of principal and interest that 

16 are made during the reporting period on any nondefeased: 

17 (i) g~neral obligation tax increment financing bonds; 

18 (ii) other tax increment financing bonds; and 

19 (iii) notes an~ pay-as-you-go contracts; 

20 (19) the principal amount, at the e-nd of the reporting 

21 period, of any nondefeased: 

22 (i) general obligation tax increment financing bonds; 

23 (ii) other tax increment.financing bonds; and 

24 (iii) notes and pay-as-you~go contracts; 

25 (20) the amount of principal and interest payment$ that are 

26 due for the current calendar year on any nondefeased: 

27 (i) general obligation tax increment financing bonds; 

28 (ii.) other tax increment financing bonds; and 

29 (iii) notes and pay-as-you-go contracts; 

30 (21) if the fiscal disparities contribution under chapter 

31 276A or 473F for the district is· computed under section 469.177, 

.32 subdivision 3, paragraph (a), the amount of increased property 

33 taxes i~posed on other properties in the municipality .that 

34 approved the tax increment financing plan as a resul:t of the 

35 fiscal disparities contribution; 

36 (22) whether the·tax increment financing plan or other 

Article 9 Section 15 264 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 governing document permits increment revenues to be expended: 

2 ( i) to pay bonds, the proceeds of which were or may be · 

3 expended on activities outside of the di$trict; 

4 (ii) for deposit into a common bond fund from which money 

5 may be expended on activities located outside of the district;. 

6 or 

7 (iii) to otherwise finance _activities located outside of 

a the tax increment financing district; 

9 (23) the estimate, if any, contained in the tax increment 

10 financing plan of the amount of the cost of the project, 

11 including administrative expenses, that will be paid or financed 

12 with tax increment; and 

13 ( 24) any additional information the. state auditor may 

14 require. 

15 (d) The commissioner of revenue shall prescribe the method 

16 of calculating the increased property taxes under paragraph (c), 

17 clause (21), and. the form of the statement disclosing this 

18 information on.the annual statement under subdivision 5. 

19 (e) The reporting requirements imposed by this subdivision 

20 apply to districts certified before, on, and after August 1, 

21 1979. 

22 [EFFECTIVE DATE.] This section is effective for reports 

23 filed in 2006 and thereafter. 

24 Sec. 16. Minnesota Statutes 2004, section 469.176, 

25 sub"division le,. is amended to read: 

26 Subd. le. [DURATION LIMITS; PRE-1979 DISTRICTS~] (a) For 

27 tax increment financing districts created prior to August 1, 

28 1979, no tax increment shall be paid to the authority after 

29 April 1, 2001, or the term of a nondefeased bond or obligation 

30 outstanding on April 1, 1990, secured by increments from the 

31 district or project area, whichever time is greater, provided 

32 that in no case·will a tax increment be paid to an authority 

33 after August 1, 2009, from such a district. If a district's 

34 termination date is extended beyond ~pril 1, 2001, because bonds 

35 were outstanding on April 1, 1990, with maturities extending 

36 beyond April 1, 2001, the following restrictions apply. No 
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1 increment collected from the district may be expended after 

2 April ~, 2001, except to pay or repay; 

· 3 (1) bonds issued before April 1, 1990; 

4 (2) bonds issued to refund th~ principal of the outstanding 

5 bonds and pay ~ssociated issuanc~ costs; 

6 (3) administrative expenses of the district required to be 

7 paid under section 469.176, subdivision 4h, paragraph (a); 

8 (4) transfers of increment permitted under section 

9 469.1763, subdivision 6; ane 

10 (5) any advance ·or payment made by the municipality or the 

11 authority after June 1, 2002, to pay any bonds listed in clause 

12 (1) or (2); and 

13 (6) -amounts authorized under paragraph (d). 

14 (b) Each year, any increments from a district subject to 

15 this subdivision must be first applied to pay obligations listed 

16 under paragraph (a), clauses (1) and (2), and.administrative 

17 expenses under paragraph (a), ·clause (3). Any remaining 

·1a increments may be used for transfers of increments permitted 

19 under section 469.1763, subdivision 6, and to make payments 

20 under paragraph paragraphs (a), clause (5), and {d). 

21 (c) When sufficient money has been received to pay in fu11· 

22 or def ease obligatio·ns under .paragraph (a), clauses f 1), ( 2) , 

23 and (5), and no spending is permitted by paragraph {d) for the 

24 year, the tax increment project or district must be decertified. 

25 (d) In addition to the expenditures authorized under 

26 paragraph (a), clauses (1) to (5), a city may expend increments 

27 from a. tax.increment -financing district subject to this 

28 subdivision after April l, 2001, if all of ·the following 

29 conditions are met: 

30 (1) the captured tax capacity for all tax increment 

31 financing distribts constituted:less than six percent of the 

32 city's total tax capacity for taxes payable in 2003; and 

33 (2) the population of the city exceeds 50,000. 

34 [EFFECTIVE DATE.]. This section is effective for tax 

35 increment financing districts for which the request for 

36 certification was made before August. 1, 1979. 
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1 Sec. 17. Minnesota Statutes 2004, section 469.176, is 

2 amended by adding a subdivision to read:. 

3 Subd. 4m. [USE OF INCREMENTS FOR JOB 

4 TRAINING.] Notwithstanding the limits on use of increments in 

s subdivision 4, 4b, 4c, or 4j, increments may be expended for job 

6 training that is intended to result in new job growth within a 

7 tax increment financing district. The authority may expend 

8 increments directly for the cost of the job training or may 

9 reimburse an employer located· within the district or a 

10 municipality in which the district is located for job training 

11 expenditures. Increments may be expended only for job training 

12 programs that are approved for this purpose by the local 

13 workforce council established under section 116L.666 that has 

14 jurisdiction over.the workforce service area that includes the 

15 tax increment financing district. For purposes of section 

16 469.1763, increments expended under this subdivision are 

17 considered to be expended on activities in the district. 

18 [EFFECTIVE DATE.] This section is effective for .districts 

19 for which the request for certification was made after July 31, 

20 1979, provided that districts for which the reguest for 

21 certification was made before the effective date of this act 

22 must modify their plans to provide for this expenditure. 

23 Sec. 18. Minnesota Statutes 2004, section 469.176, is 

24 . amended by adding a subdivision to read: 

25 Subd. 8. [URBAN RENEWAL AREA.] (a) An authority may create 

26 an urban renewal area only upon the notice and after the 

27 discussion, public hearing, and findings reguired for approval 

28 ·of the original project. In addition, the authority must obtain 

29 written approval from the county in which the urban renewal area 

30 is to be located. After apProval by the city and county, the 

31 authority shall notify the commfssioner.of revenue of the 

32 approved urban renewal area. 

33 (b) All provisions of sections 469.174 through 469.1799 

34 apply except: 

35 (1) the five-year rule under section 469.1763, sub~ivision 

36 3, is extended to ten years; 
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1 (2) the limitation on spending increment outside of the 

2 district under section 469.1763, subdivision 2, does not apply,· 

3 provided that increments.may only be expended on improvements or 

4 activities within the urban renewal area, and increments from a 

5 soils condition district must be expended as provided under 

6 subdivision 4b; and 

7 (3) the local tax rate certification required under section 

8 469.177, subdivision la, does not apply. 

9 [EFFECTIVE DATE.] This section is effective for urban 

10 renewal areas established on or after the date of final 

11 enactment. 

12 Sec. 19. Minnesota Statutes 2004, section 469.1761, is 

13 amended by adding a subdivision to read: 

14 Subd. 3a. [MIXED-INCOME OCCUPANCY PROJECTS.] J& 
15 Notwithstanding the income requirements in subdivisions 2 and 3, 

16 or section 469.174, subdivision 11, an authority may create 

17 housing.districts for developments that contain both 

18 owner-occupied. and residential rental uni ts ·for mixed-income 

19 occupancy. Such a district consists of a project, or a portion 

20 of a project, intended for occupancy~. in part, by persons of low 

21 and moderate income as defined in chapter.462A, title II, of the 

22 National Housing Act of 1934; the National Housing Act of 1959; 

23 the United States Housing Act of.1937, as amended; title V of 
'-. 

\_ 

24 the Housing Act of 1949, as amended: any other similar present 

25 or fut"Qre federal, state, or municipal legislation, or the 

26 regulations promul.gated under any of tbose acts, as further 

27 specified in this section. Twenty percent of the units in the 

28 development in the housing district must be.occupied by 

29 individuals whose family income is equal to or less than 50 

30 percent of area median gross income, and an additional 60 

31 percent of the.units. in .the development _in the housing district 

32 must be occupied by individuals whose family income is equal to 

33 or less than 115 percent· of area median gross income. Twenty 

34 percent of the units in the development in the housing district 

35 are not required to be subject to any income limitations.· 

36 (b) For purposes of t:his subdivision,. "family income" means 
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1 the median gross income for -the area as determined under section 

2 42 of the Internal Revenue Code of 1986, as amended. The income 

3 requirements of this.subdivision are satisfied if the sum of 

4 qualified owner-occupied units and qualified residential rental 

5 units equals the required total number.of qualified units. 

6 Owner-occupied units must be initially purchased and occupied by 

7 individuals whose family income satisfies the income 

8 requirements of this subdivision. For residential rental 

9 property, the income requirements of this subdivision apply for 

10 the duration of the tax increment district. 

11 (c) The development in the housing district, but not. the 

12 project, does not qualify under this subdivision if the fair 

13 market value of the improvements that are constructed for 

14 commercial uses or for uses other than owner-occupied and rental 

15 mixed-income housing consists of more than 20 percent of the 

16 total fair market value of the planned ·improvements in the 

17 development plan or agreement. The fair market value of the 

18 improvements may be determined using the cost of construction, 

19 capitalized income, or other appropriate method ·of estimating 

20 market value. 

21 [EFFECTIVE DATE.] This section is effective for districts 

22 for which certification is requested after July 31, 2005. 

23 Sec. 20. Minnesota Statutes 2004, section 469.1763, 

24 subdivision 2, is amended to read: 

25 Subd. 2. [EXPENDITURES OUTSIDE DISTRICT.] (a) For each tax 

26 increment financing district, an amount equal to at least 75 

27 percent of the total revenue derived from tax increments paid by 

28 properties in the district must be expended on ~ctivities in the 

29 district or to pay bonds, to the extent that the proceeds of the 

.30 bonds were used to finance activities in the district or to pay, 

31 or secure payment of, debt servi"ce on credit enhanced bonds. 

32 For districts, other than redevelopment districts for which the 

33 request for certification was made after June 30, 1995, the 

34 in-district percentage for purposes of the preceding sentence is 

35 80 percent. Not more than 25 per.cent of the total revenue 

36 derived from tax increments paid by properties in the district 
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1 may be expended, through a development fund or otherwise, on 

2 activities outside of the district but within the defined 

3 geographic area of the proj.ect except to pay, or secure payment · 

4 of, debt service on credit enhanced bonds. For districts, other 

5 than redevelopment districts for which the request for 

6 certification was made after June 30,.1995, the pooling 

7 percentage for purposes of the preceding sentence is 20 

8 percent. The revenue derived from tax increments for the 

9 district that are expended on costs under section 469.176, 

10 subdivision 4h, paragraph (b), may be deducted ·first before 

11 calculating the percentages that must be expended within and 

12 without the district. 

·13 (b) In the case of a housing.district, a housing project, 

14 as defined in section 469.174, subdivision 11, is an activity in 

15 the district. 

16 (c) All administrative expenses are for activities outside 

17 of the district, except that if the only expenses for activities 

18 outside of the district under this subdivision are for the 

19 purposes described in paragraph (d), administrative expenses 

20 will be considered as expenditures for activities in the 

21 district. 

22 (d) The authority may elect, in the tax increment financing 

23 plan for the district, to increase by up to ten percentage 

24 points the permitted amount of expenditures for activities 

25 · ·located outside the g·eographic area of the district under 

26 paragraph (a). As permit~ed by section 469.176 •. subdivision 4k, 

27 the expenditures,. including the permitted expenditures under 

28 paragraph (a); need not be made within the geographic area of 
29 the project. Expenditures that meet the requirements of this 

30· paragraph are legally permitted expenditures of the district, 

31 notwithstanding section 469.176;-subdivisions 4b, 4c, and 4j. 

32 ·To qualify for the increase under this paragraph, the 

33 expenditures must: 

34 (1) be used exclusively to assist housing that meets the 

35 requirement for a qualified low-income building, as that term is 

36 used in section 42 of the Internal Revenue Code; 
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1 (2) not exceed the qualified basis of the housing, as 

2 defined under section 42(c) of the Internal Revenue Code, less 

3 the amount of any credit allowed under section 42 of the 

4 Internal Revenue Code; and 

5 (3) be used to: 

6 (i) acquire and prepare the site of the housing; 

7 (ii) acquire, construct, or rehabilitate the housing; or 

8 (iii) make public improvements directly related to the 

9. housing. 

10 (e) For a district created within a biotechnology and 

11 health sciences industry zone as defined in section 469.330, 

12 subdivision 6, tax increment derived from such a district· may be 

13 expended outside of the district but within the·zone only for 

14 expenditures required for the construction of public 

15 infrastructure necessary to support the activities of the zone. 

16 Sec. 21. Minnesota Statutes 2004, section 469.1792, is 

17 ·.amended to read: 

18 469.1792 [SPECIAL DEFICIT AUTHORITY.] 

19 Subdivision 1. [SCOPE.] This section applies only to an 

20 authority with a pr~existing district for which: 

21 (1) the increments from the district were insufficient to 

22 pay preexisting obligations as a result of the class rate · 

23 changes or the elimination of the state-determined general 

24 education property tax levy under this act, or both; or 

25 (2)(i) the development authority has a binding contract, 

26 entered into before August 1, 2001, with a person requiring the 

27 authority to pay to ~he person an amount that may not exceed the 

28 increment from the district or a specific development within the 

29 district; and 

30 (ii) the authority is unable to pay the full amount under 

31 the contract from the pledged increments. or other increments 

32 from the district that would have been due if the class rate 

33 changes or elimination of the state~determined general education 

34 property tax levy or both had not been made. under Laws 2001, 

·35 First Special Session chapter 5; 

36 (3) the authority amends its tax increment financing plan 
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1 the district or if the district is an economic development 

2 district for which the request for certification was made after 

3 June 30, 1997. 

4 (b) The authority may take action under this subdivision 

5 only after the municipality approves the acti.on, by resolution, 

6 after notice and public hearing in ·the manner provided under 

7 section 469.175, subdivision 3. To be effective for taxes 

8 payable in the following year, the resolution must be adopted 

9 and the county auditor must be notified of the adoption on or 

10 before July 1. 

11 Subd. 4. [EXPENDITURES FROM AFFORDABLE HOUSING 

12 ACCOUNTS.] Increment from an affordable housing account may be 

13 spent by an authority anywhere within its area oe operation. 

14 Notwithstandirig the definition of a ~roject under section 

15 469 .17 4, increments may be spent to assist housing that mee.ts 

16 the requirements under section 469.1761. The limitation imposed 

17 by section 469.1763, subdivision 2, does not apply to any 

18 transfers of increment to the affordable housing account to the 

19 extent that the amount transferred to the account under this 

20 subdivision does not exceed t~n percent of the revenue derived 

21 from tax increments paid by properties in the district in the 

22 year. 

23 Subd. 5. [EXPENDITURES FROM HAZARDOUS SUBSTANCE, 

24 POLLUTANT, OR CONTAMINANT REMEDIATION ACCOUNT.] Increment from a 

25 hazardous substance, pollutant, or.· contaminant . remediation 

26 account may be spent by an authority anywhere within its area of 

27 operation. Notwithstanding the definition of a project under 

28 section 469.174, increments may be expended to ·remediation and 

29 removal activities that meet the requirements of section 

30 469.176, subdivision 4b or 4e. The limitation imposed by 

31 section 469 .1763, subdivision 2:,· does not apply to any transfers 

32 of increment to the hazardous substance, pollutant, or 

·33 contaminant remediation account to the exte11t that the amount 

34 transferred to the account under this subdivision does not 

35 exceed ten percent of the revenue derived from tax increments 

36 paid by properties in the dist_rict in the year. 
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1 [EFFECTIVE DATE.] This section is effective for actions 

2 taken and resolutions approved.after June 30, 2005. 

3 Sec. 22. Minnesota Statutes 2004, section 469.310,· 

4 subdivision 11, is amended to read: 

5 Subd. 11. [QUALIFIED BUSINESS.] (a) "Qualified ,business" 

6 means a person carrying on a trade or business at a place of 

7 business located within a job opportunity building zone. 

8 (b) A person that relocates a trade or business from 

9 outside a job opportunity building zone into a zone is not a 

10 qualified business, unless the business: 

11 (l)(i) increases full-time employment in the first full 

12 year of· operation.within tl\e job opportunity building ·zone by at 

13 least 20 percent measured relative to the operations that were 

14 relocated and maint.ains the 'required level of employment for 

15 each year the zone designation applies; or 

16 (ii) makes a capital investment in the property located 

17 within a.· .zone equivalent to·· ten percent of the gross revepues of 

18 operation that were relocated in the immediately preceding 

19 taxable year; and 

20 (2) enters a bin.ding written agreement with the 

21 commissioner that: 

22 (i) pledges the business will meet the requirements of 

23 clause (l}; 

24. (ii} pI,'ovi(ies· for repayment of all tax benefits enumerated 

25 under section 469.315 to the business under the procedures in 

26 section ·.469. 319, if the re,quirements of clause ( 1) are not met 

27 for: the taxable year or,for taxes payable during the year in 

28 which the requirements were not met; and . 

. 29 (iii) contains any other terms the commissioner determines 

30 appropriate. 

31 (c) .A business is not a qualified business if at its 

32 location or locations in the zone, the business is primarily 

33 engaged in making retail sales .to purchasers who are physically 

34 present at th~ business's zone location. 

35 [EFFECTIVE DATE.} This section is ef.fective the day 

36 following final enactment and applies to any business entering a 
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1 business subsidy agreement for a job opportunity development 

2 zone after that date. 

3 Sec. 23. Laws 1994, chapter 587, article 9, section 20, 

4 ·subdivision 1, is amended to read: 

5 Subdivision 1. [ESTABLISHMENT.] The city of Brooklyn Park 

6 may establish an economic development tax increment financing 

7 district in which ~5-:pereene all of the revenue generated from 

8 tax increment in any year that is not expended pursuant to a 

9 pledge given or encumbrance crea_ted before January 1, 2005, is 

10 deposited iri the housing development account of the authority 

11 and expended according to the tax increment financing plan. 

12 Sec. 24. Laws 1994, chapter 587, article 9, section 20, 

13 subdivision 2, is amended to read: 

14 Subd. 2. [ELIGIBLE ACTIVITIES.] The authority must 

15 identify in the plan the housing ~ctivities that will be 

16 assisted by the housing development account.· Housing activities 

17 may include rehabilitation, acquisition, demolition, and 

18 financing of new or existing single family or multifamily 

19 housing. Housing activities listed in the plan need not be 

20 located within the district or project area but must be 

21 activities that meet the requirements of a qualified housing 

22 district under Mirinesota.statutes, section i~3T%~99-or 469.1761, 

·23 subdivision 2, for owner-occupied housing or section 469.174, 

24 subdivision 29, clause (1), for rental housing. 

25 Sec. 25. Laws 1998, chapter 389, article 11, section 19, 

26 subdivision 3, is amended to read: 

27 Subd. 3. ·[DURATION O.F DISTRICT.] Notwithstanding the 

28 provisions of Minnesota Statutes, section 469.176, subdivision 

29 lb, no tax increment ·may be paid to the authority or the city 

30 after %8~years-£rom-ehe~date-o£-reee±:pe-by-the-attthor±ty-o£-the 

31 £±rst-±nerement-<]enerated-£rom-i:he-£±na3:-:phase-o£ 

-32 redeve%o:pmentT--%n-no-ease-may~±nerements-be-:pa±d-to-the 

33 attthor±ty-a£ter 30 years from approval of the tax increment 

34 plan. •P±na%-:phase-e£-redeve%opment•-means-that-phase-o£ 

35 redeve!epment-aet±v±ty-wh±eh~eomp3:etes-the-rehab±!±tat±on-o£-the 

36 na~e-Street-s±te. 
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1 (EFFECTIVE. DATE.] This section is effective u,pon compliance 

2 with Minnesota Statutes, sections 469.1782, subdivision 2, and 

3 645.021, subdivision 2. 

4 Sec. 26. [ANOKA COUNTY REGIONAL RAILROAD AUTHORITY 

5 POWERS.] 

6 Subdivision ,l. [ECONOMIC DEVELOPMENT POWERS AND 

7 DUTIES.] The Anoka .County Regional Railroad Authority may 

8 exercise any of the.· powers and duties of an economic development 

9 authority under Minnesota Statut_es, sections469.090, 469.098, 

10 and 469.101 to 469.106. The Anoka County Regional Railroad 

11 Auth6rity may exercise the powers under Minnesota Statutes, 

12 sections 469.001 to 469.047, for the purpose of transit-oriented 

13 development, except that the Anoka County Regional Railroad 

14 Authority must not exercise the power to tax under Minnesota 

15 .Statutes, section 469.033, subdivision 6. In applying Minnesota 

16 Statutes, sections 469~001 to 469.047, 469.090, 469.098, and 

17 469.101 to 469.106, _to the Anoka County Regional Railroad 

18 Authority, the county is considered to. be the city and the 

19 county board is considered to be the city council. 

20 Subd. 2. [RELATION TO LOCAL AUTHORITIES.] Nothing'in 

21 subd.j.vision 1 shall.change or impair the powers or duties of a. 

22 city, town, municipal housing and redevelopment authority, or 

23 municipal economic development authority. 

24 Subd. 3. [LOCAL APPROVAL.] If any economic development 

25 project is constructed.in the county pursuant to the 

26 authorization in this section, the project must be approved by 

27 the governing body of each city or town within.which the project 

28 will be constructed. 

29 [EFFECTIVE DATE.] This section is effective the day after 

30 the governing body of the Anoka County Regional Railroad 

31 Authority.and its chief clerical officer timely compTete their 

32 compliance with Minnesota Statutes, section 645.021, 

33 subdivisions 2 and 3. 

34 Sec. 27. [CITY OF·BEMIDJI; DURATION EXTENSION FOR TAX 

3 5 ABATEMENT • ] 

36 Notwithstanding the limitation in Minnesota Statutes, 
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1 se.ction 469 .1813, subdivision 6., the city of Bemidji may extend 

2 the duration of the tax abatement given to support development 

3 within the fairgrounds district of the city for an additional 

4 four years beyond the duration permitted under that section. 

5 Sec. 28. [CITY OF BROOKLYN CENTER; EXTENSION OF TIME TO 

6 EXPEND TAX INCREMENT.] 

7 For tax increment tinancing district number 3, established 

8 on December lQ, 1994, by Brooklyn Center Resolution No. 94-273, 

9 Minnesota Statutes, section 469 •. .1763, subdivision 3, applies to 

10 the district by permitting a period of 13 years for commencement 

11 of activities within the district. 

12 [EFFECTIVE DA'l'E.] This section is effective upon approval 

13 by the governing body of-the c~ty of Brooklyn Center and 

14 compliance with Minnesota Statutes, section 645.021, subdivision 

15 3. 

16 Sec. 29. [CITY OF BROOKLYN PARK TAX INCREMENT FINANCING 

17 DISTRICT EXTENSION.] 

18 Notwithstanding Minnesota Statutes, section 469.176, 

19 subdivision lb, or any other law to the contrary, the. duration 

20 limit that applies to the economic development tax increment 

21 financing district established under Laws 1994, chapter 587, 

22 article 9, section 20, is extended to December 31, 2020. 

23 Sec. 30. [CITY OF DETROIT LAKES; REDEVELOPMENT TAX 

24 INCREMENT FINANCING DISTRICT.] 

25 Subdivision l. [AUTHORIZATION.] At the election of the 

26 governing body of the city of Detroit Lakes, upon adoption of 

27 the tax increment financing plan for the district described in 

28 this section, the rules provided under this section apply to 

29 each such district. 

30 Subd. 2. [DEFINITION.] In this section, "district" means a 

31 redevelopment district established by the city of Detroit Lakes 

32 or the Detroit Lakes Development Authority within the following 

33 area: 

34 Beginning at the intersection of Washington Avenue and the 

35 Burlington Northern ·santa Fe Railroad then east to the 

36 intersection of Roosevelt Avenue then south to the intersection 
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1 of Highway 10/Frazee Street then west to the intersection -0f 

2 Frazee Street and the alley that parallels Washington Avenµe 

3 then.north to the point of.beginning. 

4 More than one district may be created under this act. 

5 Subd. 3. [QUALIFICATION AS REDEVELOPMENT DISTRICT; SPECIAL 

6 RULES.] The district shall be a redevelopment district under 

7 Minnesota Statutes, section 469.174, subd,ivision 10. All 

8 buildings that are removed to facilitate the Highway 10 

9 Realignment Project are deemed t_o be "stn~cturally 

10 substandard.". The three-year limit after demolition of the 

11 buildings to request tax increment financing .certification 

12 provided in Minnesota Statutes, section 469.174, subdivision 10, 

13 paragraph '(d), clause (1), does not apply. 

14 Subd. 4. [EXPIRATION.] The authority to approve tax 

15 increment financing plans to establish a tax increment financing 

16 redevelopment district subject to this section expires on 

17 December 31, 2014. 

18 Subd. 5. [EFFECTIVE DATE.] This section is effective upon 

19 approval of the governing body of the city of Detroit Lakes and 

20 compliance with Minnesota Statutes, section :645.0.21, subdivision 

21 3. 

22 Sec. 31 ... [CITIES OF ELGIN, EYOTA, BYRON, AND ORONOCO; TAX 

23 INCREMENT FINANCING DISTRICTS.] 

24 Subdivision 1. [AUTHORIZATION.] Notwithstanding the 

25 mileage limi tatio:n in Minne.sota Statutes, section 469 .17 4, 

26 subdivision 27, the cities of Elgin, Eyota, Byron, and Oronoco 

27 are deemed to be small cities for purposes of Minnesota 

28 Statutes, sections 469.174 to 469.1799, as long as they do no~ 

29 exceed the population limit in that section. 

30 Subd. 2. [LOCAL APPROVAL.] This section is effective for 

31 each of the cities of Elgin, Eyota, Byron, and Oronoco upon 

32 approval of that.city's governing body and. compliance with 

33 Minnesota Statutes, section 645.021, subdivisions 2 and 3. 

34 Sec. 32. [CITY OF FAIRMONT; TAX INCREMENT FINANCING 

.35 DISTRICT.] 

36 Subdivision 1. [AUTHORITY TO REDUCE ORIGINAL VALUE.] The 
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1 city of Fairmont may elect to redbce the original tax capacity 

2 of a previously tax'""'.exempt parcel, consisting of property 

3 formerly owned·by the United States Post Office, in tax 

4 increment financing district No. 20, to the value of the land. 

s Subd. 2. [EFFECTIVE DATE.] This section is effective upon 

6 compliance by the city of Fairmont with the requirements of 

7 Minnesota Statutes, section 645.021. 

8 Sec. 33. [CI.TY OF FERGUS FALLS; ECONOMIC DEVELOPMENT 

9 PROPERTY.] 

10 The provisions of Minnesota Statutes, section 272.02, 

11 subdivision 39, apply to property located in the city of Fergus 

12 Falls as if the city had a population of 5,000 or less. 

13 [EFFECTIVE DATE.] This section is effective for taxes 

14 levied in 2005, payable in 2006, and thereafter. 

15 Sec •. 34. [CITY OF RAMSEY; HOUSING TAX INCREMENT DISTRICT.] 

16 Subdivision 1. [AUTHORIZATION.] The governing body of the 

17 city of Ramsey may create a housing tax increment financing 

18 district as provided in this section. The city a·:r its economic 

19 development authority may be the "authorit.y" for the purposes of 

20 Minnesota Statutes, sections 469.174 to 469.179. 

21 Subd. 2. [DEFINITIONS~] (a) For the purposes of this· 

22 section, the terms defined in this subdivision have the meanings 

23 given them. 

24 (b) "Development parcel" means the property in.the city of 

25 Ramsey generally described as the easterly 4.1 acres of Outlet 

26 AA, Ramsey Town Center Addition. 

27 (c) "Low and moderate income persons•i means: 

28 (1) persons or families of low and moderate income, as 

29 defined in Minnesota Statutes, chapter 462A, Title II of the 

30 National Housing Act of 1934, the National Housinq Act of 1959, 

31 the United States Housing Act of" 1937, as amended, Title V of 

32 the Housing Act of 1949, as amended,· any other similar present 

33 or future.federal, state, or municipal legislation, or the 

34 regulations promulgated under any of thos.e acts; 

35 <.21 a.is~bled :£?er sons; and 

36 (3) persons over the age of 55 years~ 
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1 Subd. 3.· [SPECIAL RULES.] (a) The district established 

2 under this section is subject to the provisions of Minnesot~ 

3 Statutes,. sections 469.174 to 469.179, except as provided in 

4 this subdivision. 

5 (b) The distr.ict may consist of· all or a portion of the 

6 development parcel. 

7 (c) The housing district shall be as described in Minnesota 

8 Statutes, ·section 469 .17 4, subdivision 11, provided that the 

9 def ini ti on in subdivision 2, paragraph ( c) , applies to all· 

10 references to "low and moderate income persons" in that 

11 provision. All improvements constructed within the district 

12 will be considered to be made for the benefit of low and 

13 moderate income persons. 

14 (d) Minnesota Statutes~ section 469~176~ subdivision 7, 

15 does not· apply to the housing district authorized in this 

16 section. 

17 (e) The income limitations in Minnesota Statutes, section 

18 469.1761, ·shall not apply to persons meeting the.requirements of. 

19 clauses (2) and (3) .of' subdivision 2, paragraph (c). 

20 [EFFECTIVE DATE.] This section is effective the day 

21 following final enactment, upon compliance with Minnesota 

22 ·Statutes, section 645. 021. 

23 ~ec. 35. [CITY OF RICHFIELD; TAX INCREMENT FINANCING 

24 D~STRI°CT.] 

25 SU.bdivision 1. [AUTHORIZATION.] The city of Richfield may 

26 create a tax increment financing- district consisting of ·an area 

27 lying west of Trunk Highway 77 extending: to 16th Avenue 

28 ·between Crosstown Highway 62 and 66th Street; to 17th Avenue 

29 between 66th and 69th Streets; and to 18th Avenue bet.ween 69th 

30. and 72nd Streets. The ·c'fty or its housing and redevelopment 

31 authority may be the authority f"or the.purposes of Minnesota 

32 Statutes, sections 469~174 to 469.179. 

33 Subd. 2. [DISTRICT IS REDEVELOPMENT DISTRICT.] The 

34 redevelopment tax Increment dis,trict created pursuant· to 

35 subdivision 1, within which housing is not a compatible use due 

36 to the presence of extraordinary low frequency noise and 

Article 9 Section 35 · 280 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

l vibration impacts, is deemed to be a redevelopment district and 

2 is subject to Minnesota Statutes, sections 469.174 to 469.179, 

3· except that: 

4 (1) expenditures for activities as defined in Minnesota 

5 Statutes, section 469.1763, subdivision 1, paragraph (b), 

6 anywhere in the distri~t are deemed to be the costs of 

7 correcting conditions that allow the designation of 

8 redevelopment ,districts pursuant to Minnesota Statutes, section 

9 469.174, subdivision 10; and 

10 (2) the five-year rule under Minnesota Statutes, section 

11 469.1763, subdivision 3, does not ~pply. 

12 [EFFECTIVE DATE.] This section is effective upon local 

13 approval by the city of Richfield in compliance with Minnesota 

14 Statutes, section 645.021. 

15 Sec. 36. [CITY OF ST. MICHAEL; TAX INCREMENT FINANCING 

16 DISTRICT. ] 

17 Subdivision 1. [ESTABLISHMENT-OF DISTRICT.] The city of St. 

18 Michael may establish a redevelopment tax increment financing 

19 district subject to Minnesota Statutesr sections 469.174 to 

20 469.179, except as provided in this section. The district must 

21 be established within an area that includes the downtown and 

22 town center areas as designated by the city as well as all 

23 parcels adjacent to marked Trunk Highway 241 within the city. 

24 Subd. 2. [SPECIAL RULES.] (a) Notwithstanding the 

25 requirements of Minnesota Statutes, section 469.174, subdivision 

26 10, the district may.be established and operated as a 

27 redevelopment district. 

28 (b) Notwithstanding the restrictions, of Minnesota Statutes, 

29 sections 469.176, subdivisions 4 and 4j, and.469.1763, 

30 subdivision 2, revenues derived from tax increments from the 

31 district created under this section may.be used to meet the cost 

32 of land·acguisition, removal of buildings in the right-of~way 

33 acquisition area, and other costs incurred by the city·of St. 

34 Michael in the expansion and improvement of marked Trunk Highway 

35 241 within the city.· 

36 (c) Minnesota Statutes, se~tion 469.176, subdivision 5, 
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1 does not apply to the district. 

2 [EFFECTIVE DATE.] This section is·effective the day after 

3 the governing body of the city of St. Michael complies with 

4 Minnesota Statutes, section 645.021,· subdivision 3. 

5 Sec. 37. [ST. PAUL; ·HOUSING AND R.EDEVELOPMENT AUTHORITY. ] 

6 . Subdivision 1.. [~OUSING AND REDEVELOPMENT 

7 SUBDISTRICTS.] For its tax increment financing districts 

8 identified in subdivision 2, the Housing and R~development 

9 Authority of the city of St. Paul may establish subdistricts up 

10 to the number set forth for each tax increment f ina.ncing 

11 district in subdivision 2~ The subdistricts shall be treated as 

12 set forth in subdivision 3, notwithstanding the provisions of 

13 any other law to the contrary. 

14 Subd. 2. [DIVISION INTO SUBDISTRICTS; AUTHORITY.] The tax 

15 increment financing districts with the following Ramsey County 

16 identification numbers may be divided into a number of 

17 subdistricts not to exceed the number set forth as follows: No. 

18 224/233, six ·subdistricts; No. 225, six subdistricts; No·. 228, 

19 three subdistricts; and No. 234, two subdistricts. 

20 Subd. 3. [DESIGNATION OF PARCELS.] All parcels in. a tax 

21 increment :financing district listed in subdivision 2 must be 

22 assigned to a subdistrict. Each subdistrict established 

23 pursuant to this section ·Shall consist of those parcels in the 

24 tax increment financing district which are designated by the 

25 commissioners of the Housing and Redevelopment Authority of the 

26 city of St. Paul by resolution, which parcels need not be 

27 contiguous. For purposes of determining tax .increments and the 

28 parcels treated as paying tax increments, each subdistrict shall 

29 be treated as a separate tax increment district. 

30 [EFFECTIVE DATE.] This section is effective the day after 

3i the governing body of St. Paul and its chief clerical officer 

32 comply with Minnesota Statutes, ·section 645.021, ·subdivisions 2 

33 and 3. 

34 Sec. 38. [WABASHA TAX INCREMENT FINANCING DISTRICT.] 

35 Subdivision 1. [DISTRICT EXTENSION.] The governing body of 

36 the city of Wabasha may elect to extend the duration .of-its 
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1 redevelopment tax increment financing district number 3 by up to 

2 five additional years. 

3 Subd. 2. [FIVE-YEAR RULE.] The requirements of Minnesota 

4 Statutes, section 469.1763, subdivision 3, that activi.ties must 

5 be undertaken within a five-year period from the. date of 

6 certification of a tax increment financing district must be 

7 considered to be met for the city of Wabasha.redevelopment tax 

8 increment district number 3, if the activities are undertaken 

9 within ten years from the date of certification of the district. 

10 Subd. 3. [NATIONAL EAGLE CENTER.] Notwithstandi_ng the 

11 .provisions of Minnesota Statutes, section 469.176, subdivision 

12 41, or any other law, the city of Wabasha may spend the proceeds 

13 of tax increment bonds issued prior. to January 1, 2000, to pay 

14 the costs of acquiring and cortstructing a National Eagle Center 

15 in the city. The city of Wabasha may a_lso use tax increment 

16 from its tax increment districts· to pay the debt service on such 

17 bonds, ·or any bonds i.ssued to re.fund such bonds, subject to 

18 legal restrictions on the· pooling of tax increment. 

19 [EFFECTIVE DATE.] Subdivision 1 is effective upon 

20 compliance with ·the provisions of Minnesota Statutes, sections 

21 469.1782, subdivision 2, and 645.021. Subdivisions 2 and 3 are 

22 effective upon compliance by the governing body of the city of 

23 Wabasha with the provisions of Minnesota Statutes, section 

24 645.021. 

25 Sec. 39. [WINONA; EXTENSION OF DURATION OF TAX INCREMENT 

26 DISTRICT.] 

27 Subdivision 1. [DURATION.] Notwithstanding the provisions 

28· of Minnesota Statutes, $ection 469.176, subdivision lb, the 

29 duration of riverfront tax increment financing district number 

30 2, approved by the port authority of Winona on July 15, 1980, is 

31 extended to December 31, 2020. ~Any tax _increment r·eceived after 

32 December 31, 2005, must be used sole.ly to pay capital and 

33 administrative costs of transportation improvements related to 

34 the Pelzer Street project~ 

35 Subd. 2. [EXCEPTION.] The provisions of Minnesota 

36 Statutes, section ·469 .1782, subdivision 2, do not apply to this 
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l section. 

2 [EFFECTIVE DATE.] This section is effective upon approval 

3 by the governing.body of the port authority of Winona and 

4 ·Compliance with Minnesota Statutes, section 645.021. 

5 Sec.· 40. [JOBZ EXPENDITURE LIMITATIONS; AUDITS.] 

6 Subdivision 1. [DETERMINATION OF TAX EXPENDITURES.]~ 

7 September 1, 2005, the commissioner of revenue, with the 

8 assistance of the commissioner of employment and economic 

9 development, must estimate the total amount of tax expenditures 

10 projected to have been obligated for ali job opportunity 

11 building zone projects that have been approved before June 1, 

12 2005. If the commissioner of revenue determines that the 

13 estimated amount of ·tax expenditures :for fiscal years 2005-2007 

14 exceeds $13,780,000, the commissioner of revenue must inform the 

15 chairs of the house of representatives and.senate tax committees. 

16 Subd. ~ •. [AUDITS.] The Tax Increment Financing, Investment 

17 and Finance Division of the Office·of the State Auditor must. 

18 annually audit the creation and operation of all job opportunity 

19 building zones and business subsidy agreements.entered into 

20 under Minnesota . Statutes, sections 46'9. 3·10 to 469. 320. 

21 Sec. 41 •. [REPEALER.] 

22 Laws i994:, chapter 587, article 9, section 20, subdivision 

23 4, is repealed.· 

24 ARTICLE 10 

25 PUBLIC FINANCE - SF1683 

26 Section 1. Minnesota Statutes 2004, section llSA.05, 

27 subdivision 5, j.s amended ·to read: 

28 Subd. 5. [GUARANTEED INVESTMENT CONTRACTS.] Agreements or 

29 contracts for gu·aranteed investment contracts may be entered 

30 into if they are issu~d or guaranteed by United States 

31 . commercial ba~ks, domestic branches of foreign banks, United 

32 States insurance ·companies, or their Canadian subsidiaries, or 

33 the domestic aff.ll.iates of any of the foregoing. The credit 

34 quality of the issuer's· or guarantor's short- and long-term 

35 unsecured debt must·be rated in one of the two highest 

36 categories by-a nationally recognized rating agency. Should the 
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1 issuer• s or guarantor• s credit' quality be downgrade,d below "A", 

2 the government entity must have withd.rawal rights. 

3 Sec. 2. Minnesota Statutes 2004, section 275.70, 

4 subdivision 5, is amended to read: 

5 Subd. 5. [SPECIAL LEVIES.] "Special levies"- means those 

6 portions of· ad valorem taxes levied by a local governmental unit 

7 for the following purposes or in the following manner: 

8 (1) to pay the costs of the principal ~nd interest on 

9 bonded indebtedness or to reimburse for the amount of liquor 

10 store revenues used to pay the principal and interest due on 

11 municipal liquor store bonds in the year preceding the year for 

12 which the levy limit is calculated; 

13 (2) to pay the costs of principal and interest on 

14 certificates of indebtedness issued for any corporate purpose 

15 except for the following: 

16 (i) tax anticipation or aid anticipation certificates of 

17 indebtedness; 

18 (ii) certificates of indebtedness issued urider sections 

19 298.28 and 298.282; 

20 (iii) certificates of indebtedness used to fund current 

21 expenses or to pay the costs of extraordinary expenditures that 

22 result from a public emergency; or 

23 (iv) certificates of indebtedness used to fund an 

24 insufficiency in tax receipts or an insufficiency in other 

25 revenue sources; 

26 (3) to provide for the bonded indebtedness portion of 

27 payments made to another political subdivision of the state of 

28 Minnesota; 

29 (4) to fund payments made to the Mi~nesota State Armory 

30 Building Commission under section 193.145, subdivision 2, to 

31 retire the principal and interest on armory construction bonds; 

32 . ( 5) property taxes approve:d by voters which are levied 

33 against the referendum market value as provided under section 

34 275.61; 

35 (6) to fund matching requirements needed to qualify for 

36 federal or state grants or programs to the extent that either 
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1 (i) the matching requirement exceeds the matching requirement in 

2 calendar year ·2001, or (ii) it is a new matching requirement 

3 that did not exist prior. to ·2002; 

4 (7) to pay the expenses reasonably and necessarily incurred 

5 in preparing for or repairing the effects of natural disaster 

6 including the occurrence or threat of widespread or severe 

7 damage, injury, or loss of .life or property resulting f ram 

8 natural causes, in accordance with standards formulated by the 

9 Emergency Services Division oft.he state Department of Public 

·10 Safety, as allowed by<the commissioner of revenue under section 

11 275.74, subdivision 2; 

12 (8) pay amounts required to correct an error in the levy 

13 certified to the county auditor by a city or· county in a levy 

14 year, but only to the extent that when added to the preceding· 

15 year's levy it is not in excess of an applicable statutory, 

16 special law or ch~rter limitation, or the limitation imposed on 

17 the governmental subdivision by sections 275.70 to 275.74 in the 

18 precedi'ng levy year; 

19 (9) to pay an abatement under section 469.1815; 

20 (10) to pay any costs attributable to increases in the 

21 employer contribution rates under ·chapter 353 that are effective 

22 after June 30, 2001; 

23 (11) to pay the operating or maintenance costs of a county 

24 jail as authorized in section 641.01 or 641.262, or of a 

25 correctional facility as defined in section 241.021, subdivis~on 

26 1, paragraph (f), to the extent that the county can demonstrate 

27 to the commissioner of revenue that the amount has been included 

28 in the county budget as a direct result of a rule, minimum 

29 requirement, min.imum·standard, or directive of the Department of 

30 Corrections, or to pay the . operating or maintenance costs of a . 

31 regional jail as authorized in ~ection 641.262. For purposes of 

32 this clause, a district court order is not a rule, minimum 

33 requirement, minimum standard, or directive of the Department of 

34 Corrections. If the county utilizes this special levy, except 

·35 to pay operating ·or maintenance costs of a new regional jail 

36 facility under sections 641.262 to 641.264 which will not 
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1 replace an existing jail facility, any.amount levied by the 

2 county in the previous leyy year for the purposes specified 

3 under this clause and included in the county's previous year's 

4 levy limitation computed under section 275.71, shall be deducted 

5 from the levy limit base under section 275.71, subdivision 2, 

6 when determining the· county's current year levy limitation. The 

7 county shall provide the necessary information to the 

8 commissioner of revenue for making this determination; 

9 (12) to pay for operation of a lake improvement district, 

10 as authorized under section 103B.555. If the county utilizes 

11 this special levy, any amount levied by the county in the 

12 previous levy year for 'the purposes specified under this ~lause 

13 and included in the county•~ previous year's levy limitation 

14 computed under section 275.71 shall be deducted from the levy 

15 limit base under section 275.71, subdivision 2, when determining 

16 the county's current year levy limitation. The county shall 

17 provide the necessary information to the commissioner of revenue 

18 for making this determination; 

19 (13) to repay a state or federal loan used to fund the 

20 direct or indirect required spending by the local government due 

21 to a state or federal transportation project or other state or 

22 federal capital project. This· authority may only be used if the 

23 project is not a local government initiative; 

24 (14) to pay for court administration costs as required 

25 under section 273.1398, subdivision 4b, less the (i) county's 

26 share of transferred fines and fees collected by the district 

27 courts in the county for calendar year 2001 and (ii) the aid 

28 amount certified to be paid to the county in 2004 under section 

29 273.1398, subdivision 4c; how~ver, for taxes levied to pay for 

30 these costs in the year in which the court financing is 

31 transferred to the state, the amount under this clause is 

32 limited to the amount of aid the county is certified to receive 

33 under section 273.1398, subdivision 4a; and 

34 (15) to fund a police or firefighters relief association as 

35 required under section 69.77 to the extent· that the required 

36 amount exceeds the amount levied for this purpose in 2001; and 
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1 (16) for purposes of a storm .sewer improvement district,. 

2 pursuant to section 444.20. 

3 Sec. 3.· Minnesota Statutes 2004, section 373.01, 

4 subdivision 3, is amended to read: 

5 Subd. 3. [CAPITAL NOTES.] fil A county board may, by 

6 resolution ~nd without referendum,. issue capital notes subject 

7 to the county debt limit to purchase capital equipment useful 

8 for county purposes that has an expecteQ. useful life at least 

9 equal to the term of the notes. The notes shall be payable in 

10 not more than !i-ve ten years and shall be issued on terms and in 

11 a manner the board determines. A tax levy shall be made for 

12 payment of the principal and interest on the notes, in 

13 accordance with section 475.61, as in the case of bonds. 

14 ill For purposes of this subdivision,. "capital equipment" 

15 means: 

16 ill public safety, ambulance, road construc.tion or 

17 maintenance, and medical equip~ent;; and 

18 ill computer hardware and eri-gi-ne%-epereei-ng-system 

19 software, whether bundled with machinery or equipment or 

20 unbundled, together with application development services and 

21 training related to the use of the computer or software. The 

22 authority to issue capital notes for ori-gi-ne%-epereei-ng-syseems 

23 computer software and related services expires on July 1, %995 

24 2007. 

25 Sec. 4. Minnesota ·statutes 2004, section 373.40, 

26 subdivision 1, is amended to read: 

27 Subdivision 1. [DEFINITIONS.] For purposes of this 

28 ssction, the- following terms have the meanings given. 

29 (a) "Bonds"- means an obligation as defined under section 

30 475.51. 

31 (b) "Capital improvement" means acquisition or betterment 

32 of public lands, deve%opment-ri-ghes-i-n-the~£orm-o£-eonserveti-on 

33 eesemenes-ttnder-ehepeer-84€; buildings, or other improvements 

34 within the county for the purpose of a county courthouse, 

35 administrative building, health or social service facility, 

36 correctional facility, jail, law enforcement center, hospital, 
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1 morgue, library, park, qualified indoor ice arena, and roads and 

2 bridges, and the acquisition of development rights in the form 

3 of c.onservation easements under chapter 84C. An improvement 

4 must have an expected useful life of five years or more to 

5 qualify. "Capital improvement" does not include light rail 

6 transit or any activity related to it or a recreation or sports 

7 f~cility building (such as, but not limited to, a gymnasium, ice 

8 arena, racquet sports facility, swimming pool, exerci.se room or 

9 health spa), unless the building_ is part of an outdoor park 

10 facility .and is incidental to the primary purpose of outdoor 

11 recreation. 

12 (c) "Conunissioner" means the commissioner of employment and 

13 economic development. 

14 (d) "Metropolitan county" means a county located in the 

15 seven-county metropolitan area as defined in section 473.121 or 

16 a county with a population of 90,000 or more. 

17 (e) "Population" means the population established by the 

18 mqst recent of the following (determined as of the date the 

19 resolution authorizing the bonds was adopted): 

~O (1) the federal decennial cerisus# 

21 (2) a special census conducted under contract by the United 

22 States Bureau of the Census, or 

23 (3') a population.estimate made either by the Metropolitan 

24 Council or by the state demographer under section 4A.02. 

25 (f) "Qualified indoor ice arena" means a facility that 

26 meets the requirements of section 373.43. 

27 (g) "Tax capacity" means total taxable· market value, but 

28 does not include captured market value. 

29 Sec. 5. Minnesota Statutes 2004, section 400.04, is 

30 amended by adding a subdivision to read: 

31 Subd. 4a. [PERFORMANCE BOND WAIVER OR 

32 ALTERNATIVE.] Notwithstanding the requirements of section 574.26 

33 or any other public works bond· requirements for a solid waste 

34 facilities project established under an agreement authorized 

35 under chapter llSA or chapter 400, the county may waive the 

36 reguirement for performance bonds or accept another form of 
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1 financial guarantee in any amount acceptable to the county, if 

2 the project is partially or £u1ly funded by a county, and the 

3 county is not liable for financial acceptance until performance 

4 guarantees or other standards.established.under the agreement 

5 have been satisfied. 

6 S~c. 6. Minnesota Statutes 2004, section 410.32, is 

7 am~nded to read: 

8 410.32 [CITIES MAY ISSUE CAPITAL NOTES FOR CAPITAL 

9 .EQUIPMENT.] 

10 ~ Notwithstanding any contrary provision of other law or 

11 charter, a home rule charter city may, by resolution and without 

12 public referendum, issue capital notes subject to.the city debt 

13 limit to purchase capital equipment. 

14 (b) For purposes of this section, "capital equipment" means: 

15 1!l public safety equipment, ambulance and other medical 

16 equipment, road construction and maintenance equipment, and 

17 other capital equipment; and 

18 ill_ computer hardware and eri-gina±-e~eraeing-syseem 

19 software, ~revided whether bundled with machinery or equipment 

20 or unbundled, together with apPlication development services and 

21 training related to the use of the computer or softwa~e. · 

22 1£1. The equipment or software has must have an expected 

23 useful life at least as long as the term of the notes. The 

24 authority to issue capital notes for eri-~ina±-e~eraei-n~-syseem 

25 computer software and related services expires on July 1, i995 

26 2007. 

·27 ill The notes shall be payable in not more than £i-ve ten 

28 years and be issued on terms and in the manner the. city 

29 determines. The total principal amount of the capital notes 

30 issued in a fiscal year shall not exceed 0.03 percent of the 

31 m~rket value ·of taxable propert~· in the.city for that year. 

32 fil A tax ievy shall be made for the payment of the 

33 principal and interest on the notes, in accordance with section. 

34 475.61, as in the case of bonds. 

35 ill Notes issued under this section shall require an 

36 affirmative vote of two-thirds of the. governing body of .the city. 
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1 J.91 Notwithstanding a contrary provision of other law or 

2 charter, a home rule charter city may also issue capital notes 

3 subject to its debt limit in the manner and subject to the 

4' limitations applicable to statutory cities pursuant to section 

5 412.301. 

6 Sec. 7. Minnesota Statutes 2004, section 412.301, is 

7 amended to read: 

8 412.301 [FINANCING PURCHASE OF CERTAIN EQUIPMENT.] 

9 ~ The council may issue certificates of indebtedness or 

10 capital notes subject to the city debt limits to 

11 purchase capital equipment. 

12 (b) For purposes of this section, "capital equipment" means: 

13 ill public safety' equipment, ambulance and other medical 

· 14 equipment, road construction or and maintenance equipment, and 

15 other capital equipment; and 

16 i£1. computer hardware. and originai-operating-system 

· 17 · software, pfovided whether bundle.d. with machinery or equipment 

18 or unbundled, together with application development services and 

19 training related to.the use of the computer or software. 

20 l£l The equipment or software has must have an expected 

21 useful life at least as long as. the terms of the certificates or 

22 notes. The authority to issue capital notes for original 

23 operating system software expires on July 1, %965 2007. 

24 ill Such certificates or notes shall be .payable in not more 

25 than rive ten years and shall be issued on such terms and in 

26 such manner as the council may determine. 

27 ~ If the amount of the certificates or notes to be issued 

28 to finance any such purchase exceed~ 0.25 percent of the market 

29 value of taxable property in the city, they shall not be issued 

30 for at least ten days af te.r publication in the official 

31 newspaper of a council resolutirin.determining to issue them; and 

32 if before the end of that t·ime, a petition asking for an 

33 election on the proposition signed by voters equal to ten 

34 percent of the number of voters at the last regular municipal 

35 election is filed with the clerk., such certificates or notes 

36 shall not be issued until the proposition of their issuance has 
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1 .been approved by a majority of the votes cast on the question at 

2 a regular 'Or special election. 

3 filA tax levy ·shall be made for the payment of the 

4 principal and interest on such certificat~s or notes, in 

5 accordance with .section 475.61, as in the case of bonds. 

6 Sec. 8. Minnesota Statutes 2004, section 428A.101., is 

7 amended to read: 

8 428A.101 [DEADLINE FOR SPECIAL SERVICE B:ESlfR:Eelf DISTRICTS 

9 UNDER' GENERAL LAW.] 

10 The establishment of a new special service district after 

11 June 30, %065 2009, requires enactment of a special law 

12 authorizing the establishment of the area.· 

13 S~c. 9. Minnesota Statutes 2004, section 428A.21, is 

14 amended to read: 

15 428A.21 [SHNSElf DEADLINE FOR HOUSING IMPROVEMENT DISTRICTS 

16 UNDER GENERAL LAW. ] 

17 Ne The establishment of a new housing improvement areas-may 

18 be-esea1'3:±shed-ttnder-seet±ons-.4%8A.%3:-ee-4i8A;;%6 ar·ea after June 

19 3 o , %ees.--:A£ter-a:ttne-36,.-%ees,.-a-e±.ey-may-:esta1'3:±sh-a-hotts±ng 

20 ±mprovement-area,.-prov±ded-thae--±e-reee±ves-ena1'3:±ng-3:eg±s3:at±on 

21 2009, requires.enactment of -a special law authorizing the 

22 establishment of the area. 

23 Sec; 10. Minnesota Statutes 2004, ~ection 429.031, is 

24 amended by adding a subdivision to ·read: 

25 Subd. 4. [IMPROVEMENTS; ORDERLY ANNE~ATION.] An 

26 improvement may bemade·by a municipality in an area ·that is the 

27 subject of an orderly Bnnexation agreement under section 

28 414.0325 to which ·the municipality is a party. The municipality 

29· may subsequently reimburse itself for all or any part of the 

30 cost of .such an improvement by levying assessments on the 

31 property subject to the orderly"..annexation agreement, when 

32 annexed, in the manner-pr6vided in section 429.051, but only if 

33 the orderly annexation agreement includes a statement that the 

34 ! municipality intends to do so and notice has -·been provided to 

35 the property owner.as provided in subdivision 1. 

36 Sec. 11. .Minnesota Statutes 2004, sect~on 429.051, is 
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1 amended to read: 

2 429.051 [APPORTIONMENT OF COST.] 

3 The cost of any improvement, or any part thereof, may be 

4 assessed upon property benefited by the. improvement, based upon 

5 the benefits received, whether or not the property abuts on the 

6 improve~ent and whether or not any part of the cost of the 

7 improvement is paid from the county state-aid highway fund,_the 

8 municipal state-aid street fund, or the trunk highway fund. The 

9 area assessed may be less than but may not exceed the area 

10 proposed to be assessed as stated in the notice of hearing on 

11 the improvement, except as provided below. The municipality may 

12 pay such portion of the cost of the improvement as the council 

13 may determine from general ad valorem tax levies or from other 

14 revenues or funds of the municipality available for the 

15 purpose. The municipality may subsequently reimburse itself for 

16 all or any o·f the portion of the cost of a-waeer.,-seerm--sewer., 

17 er-san±eary-sewer an improvement so paid by levying additional 

18 assessments upon any properties abutting on but not previously 

19 assessed for the improvement, on notice and.hearing as· provided 

20 for the assessments initially made. To the extent that such an 

21 improvement benefits nonabutting properties which may be served 

22 by the improvement when one or more later extensions or 

23· improvements are made but which are not initially assessed 

2.4 therefor, the municipality may also reimburse itself by adding 

25 ali or any of the portion of the cost so paid to the assessments 

26 levied for any of such later extensions or improvements, 

27 provided that notice that such additional amount will be 

28 assessed is included in the notice of hearing on the making of 

29 .such extensions or improvements. The additional assessments 

30 herein authorized may be made whether or not the properties 

31 assessed were included in the a~~a described in the notice of 

32 hearing on the making of the original improvement. 

33 In any city of the fourth class electing to proceed under a 

34 home rule charter as provided in this chapter, which charter 

35 provides for. a board of water commissioners and authorizes such 

36 board to assess a water frontage tax to defray the cost-of 
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1 construction of water mains, such board may assess the tax based 

2 upon the benefits received and without regard to any charter 

3 limitation on the amount that may be assessed for each lineal 

4 foot of property abutting on the water main. The water frontage 

5 tax shall be imposed according to the procedure and, except as 

6 herein providedt subject to· the limitations of the charter of 

7 th~ city. 

8 Sec. 12. Minnesota Statutes 2004, section 469.034, 

9 subdivision 2, is amended to read: 

10 Subd. 2. [GENERAL OBLIGATION REVENUE BONDS.] (a) An 

11 authority may pledge the general obligatio.n of the general 

12 jurisdiction governmental unit as additional security for bonds 

13 payable from income or revenues of the project or the 

14 authority. The authority must find that the pledged revenues 

15 will equ~l or exceed 110 percent of the principal and interest 

16 due on the bonds for each year. The proceeds of the bonds must 

.17 be used for a qualified housing development project or, 

18 projects. The obligations must ·be issued and.sold in the manner 

19 and following the procedures provided by chapter 475, except the 

20 obligations are .not subject to approval by the electors, and the 

21 maturities may extend to not more than 39 35 years £rem-ehe 

22 eseimaeee-eaee-e£-eempieeien~e£-ehe-pre;eee for oblig·ations sold 

23 to finance housing for the elderly and 40 years for other 

24 obligations issued under this subdivision. The authority is the 

25 municipality for purposes of chapter 475. 

26 (b) The principal amount of the issue must be approved by 

27 · the governing body of the general jurisdiction goverrimental unit 

28 whose general obligation· is pledged. Public hearings must be 

29 held on issuance of the obligations by both the authority and 

30 the general jurisdiction governmental unit. The hearings must 

31 be held at least 15 days, but not more than 120 days, before the 

32 sale of the obligations. 

33 (c) The maximum amount of general obligation bonds that may 

34 be .issued and outstanding under this section equals the greater 

35 of (1) one-half of one percent of the taxable market value of 

36 the general jurisdiction governmental .unit whose general 
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l obligation whieh-ine~ddes-a-~ax-on-prep~r~y is pledged, or (2) 

2 $3,000,000. In the case of county or multicounty general 

3 obligation bonds, the outstanding general obligation bonds of 

4 all cities in the county or counties issued under this 

5 subdivision must be added in calculating the limit under clause 

6 (1). 

7 (d) "General jurisdiction governmental unit" means the city 

8 in which the housing development project is located. In the 

9 case of a county or multicounty_authority, the- county or 

10 counties may act as the general jurisdiction governmental unit. 

11 In the case. of a multicounty authority, the pledge of the 

12 general obligation is,a pledge of a tax on the taxable property 

13 in each of. the counties. 

14 (e) 11Qualified housing development project" means a housing 

15 development project providing housing either for the elderly or 

16 for individuals and families with incomes not greater_ than 80 

17 percent of the median family income as estimated by the United 

18 States Department of Housing and Urban Development for the 

19 standard metropolitan statistical area or the nonmetropolitan 

20 county in which the project is located, and will be owned by the 

21 authority for the .term of the bonds. A qualified housing· 

22 development project may admit nonelderly individuals and 

23 families with higher incomes if: 

24 (1) three years have pas~ed since initial occupancy; 

25 (2) the authority finds the project is experiencing 

26 unanticipated vacancies resulting in insuffi~ient revenues, 

27 because of changes in population or other unforeseen 

28 circumstances that occurred after the initial finding of 

29 adequate revenues; and 

30 (3) the authority finds a tax levy or payment from general 

31 assets of the general jurisdiction governmental unit will be 

-32 necessary to pay debt service on the bonds if higher income 

33 individuals or families are not admitted. 

34 Sec. 13. Minnesota Statutes 2004, section 469.158, is 

35 amended to read: 

36 469.158 [MANNER OF ISSUANCE OF BONDS; INTEREST RATE.] 
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1 Bonds_ authorized under sections 469 .152 to 469 .165 must be 

2 issued in accordance with the provisions of chapter 475 relating 

3 to bbnds payable from income of ~evenue producing conveniences, 

·4 except that public sale is not required, the provisions of 

5 sections 475.62 and 475.63 do not apply, a-nd the bonds may 

6 mature at the time or times, in the amount or amounts, within 30 

7 years, or in the case of bonds issued to finance dormitories or 

8 other types of student housing, 40 .years from date of issue, and 

9 may be sold at a price equal to __ the percentage of the par value 

10 thereof, plus accrued interest, and bearing interest at the rate 

11 or rates agreed by the contracting party, the purchaser, and the 

12 municipality or redevelopment agency, notwithstanding any 

13 limitation of interest rate or cost or of the amounts of annual 

14 maturities contained in any other law. Bonds issued to refund 

15 bonds previously issued pursuant to sections 469.152 to 469.165 

16 may be issued in amounts determined b¥ the municipality or 

17 redevelopment agency notwithstanding the provisions of section 

18 475.£7, subdivision 3. 

19 Sec. 14. Minnesota Statutes 2004, section 473.39, is 

20 amended by adding a ·subdivision to read: 

21 Subd. lk. [OBLIGATIONS.] After July 1, 2005, in addition 

22 to the authority in subdivisions la, lb, le~ ld, le, lg, 1h, li, 

23 and lj, the counci! may issue certificates of indebtedness, 

24 bonds, or other obligations under :this section in an amount not 

25 exceeding $64,000iOOO for capita1·expenditures ~s prescribed in 

26 the council's regional transit master plan and transit capital 

27 improvement program and for related costs, including the costs 

28 of issuance and sale of the obligations. 

29 Sec. 15. Minnesota Statutes 2004, section 474A.061, 

30 subdivision 2c, is amended to· read: 

31 Subd. 2c. [PUBLIC FACILITI"ES POOL.ALLOCATION.] From the 

32 beginl)ing of the calendar year and continuing for a period of 

33 120 days, the commissio.ner :shall reserve $378687688 $5,000,000 

34 of the available bonding authority from the public facilities 

35 pool.for applications for public facilities projects to be 

36 financed by the Western Lake Superior Sanitary District-. 
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1 Commencing on the second Tuesday in January and continuing on 

2 each Monday through the last Monday in July, the commissioner 

3 shall allocate available °bonding authority from the public 

4 facilities pool to applications for eligible public facilities 

5 projects received on or before the Monday of the preceding 

6 week. If there are two or more applications for public 

7 facilities projects from the pool and there is insufficient 

8 available bonding authority to provide allocations for all 

9 projects in any one week, the av4ilable bonding authority shall 

10 be awarded by lot.unless otherwise agreed to by the respective 

11 issuers. 

12 Sec. 16. Minnesota Statutes 2004, section 474A.131, 

13 subdivision 1, is amended to read: 

14 Subdivision 1. [NOTIGE OF ISSUE.] Each issuer that issues 

15 bonds with·an allocation received undei this chapter shall 

16 provide a notice of issue to the department on forms provided by 

17 the department stat1ng: 

18 (1) the date of issuance of the bonds; 

19 (2) the title of the issue; 

20 (3) the principal amount of the bonds; 

21 (4) the type of qualified bonds under federal tax law; 

22 (5) the dollar amoun~ of the bonds issued that were subject 

23 to the annual volume cap; and 

24 (6) for entitlement issuers, whether the allocation is from 

25 current year entitlement authority or is from carryforward 

26 authority. 

27 For obligations that are issued as a part of a series of 

28 obligations, a notice must be provided for each series. A 

29 penalty of one-half of the amount of the application deposit not 

30 to exceed $5,000 shall apply to any issue of obligations for 

31 which a notice of issue is not provided.to the department within 

32 five business days after issuance or before the-iast-Meneay 4:30 

33 p.m. on the last business day in December, whichever occurs 

34 first. Within 30 d~ys after receipt of a notice of issue the 

35 department shall refund a portion of the application deposit 

36 equal to one percent of the amount of the bonding authority 
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1 actually issued if a one percent application deposit was made, 

2 or equal to two percent o_f the amount of the bonding authority 

3 a<?tually issued if a two percent application deposit was made, 

4 less any penalty amount. 

5 Sec. 17. Minnesota Statutes 2004, section 475.51, 

6 subdivision 4, is amended to read: 

7 Subd. 4. [NET DEBT.] "Net debt" means the amount remaining 

8 after deducting from Its gross debt the amount of current 

9 revenues which are applicable wi~hin the current fiscal year to 

10 the payment_ of any debt and the aggregate of the· principal of 

11 the following: 

12 (1) Obligations issued for improvements-which are payable 

13 wholly or partly from the proceeds of special assessments levied 

14 upon property ~pecially benefited thereby, including those which 

15 are general obligations of the municipality issuing them, if the 

16 municipality is entitled to reimbursement in whole or in part 

· 17 from the proceeds of the special assessments. 

18 (2) Warrants or orders having no definite or fixed maturity. 

19 (3) Obligations payable wholly. from the income ·from revenue 

20 producing conveniences. 

· 21 (4) Obligations issued to create or maintain a permanent 

22 improvement revolving fund. 

23 (5) Obligations issued for the acquisition, and betterment 

24 of public waterworks systems, and public lighting, heating or 

25 power systems, and of any combination thereof or for any other 

26 public convenience from which a revenue is or may be derived. 

27 (6) Debt service loans and capital loans made to a school 

28 district under the provisions of sections 126C.68 and 126C.69. 

29 (7) Amount of all money and the face value of all 

30 securities held as a debt service fund for the extinguishment of 

31 obligations other than those ·d~ductible under this subdivision. 

32 (8) Obligations to repay loans.made under section 216C.37. 

33 (9) Obligations to repay loans made from money received 

34 from litigation or settlement of alleged violations of federal 

35 petroleum pricing regulations. 

36 (10) Obligations issued to pay pension fund liabilities 
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1 under section 475.52, subdivision 6, or any charter authority. 

2 (11) Obligations issued to pay judgments against the 

3 municipality under section 475.52, subdivision 6, or any charter 

4 authority. 

5 fill. All other obligations which under the provisions of 

6 law authorizing their issuance are not to be included in 

7 computing the net debt of the municipality. 

8 Sec. 18. Minnesota Statutes 2004, section 475.52, 

9 subdivision 1, is amended to read: 

10 Subdivision 1. [STATUTORY CITIES.] Any statutory city may 

11 issue bonds or other 6bligations for the acquisition or 

12 betterment of public buildings, means of garbage disposal, 

13 hospitals, nursing homes, homes for the aged, schools, 

14 libraries, museums, art galleries, parks, playgrounds, stadia, 

15 sewers, sewage disposal plants, subways, streets, sidewalks, 

16 warning systems; for any utility or other public convenience 

17 from which a revenue is or may be derived; for a permanent 

18 improvement revolving fund; for changing,. controlling or 

19 bridging streams.and other waterways; for the.acquisition and 

20 betterment of bridges and roads within two miles of the 

21 corporate limitsL for the acquisition of development rights in 

22 the form of conservation·easements under chapter 84C; and for 

23 acquisition of equipment for snow removal, street construction 

24 and maintenance~ or fire fighting. Without limitation by the 

25 foregoing the city may issue bonds to provide money for any 

26 authorized corporate purpose except current expenses. 

27 Sec. 19. Minnesota Statutes 2004, section 475.52, 

28 subdivision 3, is amended to read: 

29 Subd. 3. [COUNTIES.] Any county may issue bonds for the 

30 acquisition or betterment of courthouses, county administrative· 

31 buildings, health o~ social ser~ice facilities, correctional 

32 facilities, law enforcement center.s, jails, morgues, libraries, 

33 parks, and hospitals, for roads and bridges within the county or 

34 bordering there6n and for road equipment and machinery and for 

35 ambulances and related equipment; for the acquisition of 

36 development rights in· the form of conservation easements under 
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l chapter 84C, and for capital equipment for the administration 

2 and conduct of elections providing th~ equipment is uniform 

3 countywide·, except that the power of counties to issue bonds in 

4 connection with a library shall not exist in Hennepin County. 

5 Sec. 20. Minnesota Statutes 2004, section 475.52, 

6 subdivision 4, is amended to read:· 

7- Subd. 4. [TOWNS.] Any town may issue bonds for the 

8 acquisition and betterment of town halls, town roads and 

9 bridges, nursing homes and homes_ for the aged, and for 

10 acquisition of equipment for snow removal, road construction or 

11 maintenance, and fir.e fightingl_ for the acquisitiori of 

12 development rights in the form of conservation easements under 

i3 chapter 84C; and for the acquisition and betterment of any 

14 buildings to house and maintain town equipment. 

15 Sec~ 21. Minnesota Statutes 2004, section 475.521, 

16 subdivision 1, is amended to read: 

17 Subdivision 1. [DEFINITIONS.] For purposes of this 

18 section, the following terms have the meanings given. 

19 (a) "Bonds" mean an oblig.ation defined under section 475.51. 

20 (b) "Capital improvement" means acquisition or betterment 

21 of public lands, buildings or other improvements for· the purpose 

22 of a city h~ll, tow~ hall, library~ public safety facility, and 

23 public works facility. An improvement must have an expected 

24 useful l_ife of five years or more to qualify. Capital 

25 impr-ovement does not include light rail transit or any activity 

26 related to it, or a park, 3:ierary., road, bridge, administrativ·e 

27 building other than a city or town hall, or land for any of 

28 those facilities. 

29 {_c) •eH~y11 "Municipality" means a home rule charter or 

30 statutory city or a town~ 

31 Sec. 22. Minnesota Statut~~ ~oo4, _section 475.521, 

32· subdivision 2, is amended to ·read: 

33 Subd. 2. [ELECTION REQUIREMENT.] (a) Bonds issued by a 

34 eii:y· municipality to financ_e_ capital improvements under an 

35 approved capital improvements plan are not subject to the. 

36 election requirements of section 475.58. ~he-bends-are-sttb;eee 
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1 eo-ehe-nee-deee-3:±m±es-ttnder-seee±on-4~s.sa. The bonds must be 

· 2 approved by an affirmative vote of three-fifths of the members 

3 of a five-member eiey-eottnei3: governing body. In the case of . 

4 a e±ey-eottne±3: governing body having more or less than five 

5 members, the bonds must be approved by a vote of at least 

6 two-thirds of the e±ey-eottne±3: members of the governing body. 

7 (b) Before.the issuance of bonds qualifying under this 

8 section, the e±ey municipality must publish a notice of its 

9 intention to issue the bonds and the date and time of the · 

10 hearing to obtain public comment on the matter. The notice must 

11 be published in the official newspaper of the e±ey municipality 

12 or in a newspaper of general circulation in the e±ey 

13 municipality. Additionally, the notice may be posted on the 

14 official Web site, if any, of the e±ey municipality. The notice 

15 must be published at least 14 but not more than 28 days before 

16 the date of the hearing. 

17. (c) Ae±ey municipality may issue the bonds only after 

18 obtaining the approval of a majority of the voters voting on the· 

19 question of issuing the obligations, if a petition requesting a 

20 vote on the issuance is signed by voters equal to five percent 

21 of the votes cast in the e±ey municipality in the last general 

22 election and is filed with the e±ey clerk within 30 days after 

23 the public hearing. The commissioner of revenue shall prepare a 

24 suggested form of the question to be presented at the election. 

25 Sec. 23. Minnesota Statutes 2004, section 475.521, 

· 26 subdivision 3, is amended to read: 

27 Subd. 3. [CAPITAL IMPROVEMENT PLAN.] (a) A e±ey 

28 mu~icipality may adopt a capital improvement plan. The plan 

29 must cover at least a five-year period beginning with the date 

30 of its adoption. The plan must set forth the estimated 

31 schedule, timing, and details of· specific capital improvements 

32 by year, together with the _estimated cost, the need for the 

33 improvement, and sources of revenue to pay for the improvement. 

34 In preparing the capital improvement plan, the e±ey-eettne±3: 

35 governing body must consider for each project and for the 

36 overall plan: 
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1 (1) the condition of the e±eyis municipality's existing 

2 infrastructure, including the projected need for repair or 

replacement; 

( 2) the likely demand for the improvement; 

(3) the estimated cost of the improvement; 

(4) the available public resources; 

3 

4 

5 

6 

7 

8 

(5) the level of overlapping debt in the e±ey municipalit~; 

( 6) the relative benefits and costs of alternative uses of 

9 the funds; 

·10 (7) operating costs of the proposed improvements; and 

11 (8) alternatives for providing services most efficiently 

12 through shared facilities with other e±e±es municipalities or 

13 local government units. 

14 (b) The capital improvement plan and annual amendments to 

15 it must be approved by the e±ey-eottne±x governing body after 

16 public hearing. 

17 Sec. 24. Minnesota Statutes 2004, section 475.521, 

18 subdivision 4, is amended to read: 

19 . Subd. 4. [LIMITATIONS ON AMOUNT. ] A e±ey municipality may 

20 not issue bonds under this section if the maximum amount of 

21 principal and interest to become due in any year on all the 

22 outstanding bonds issued under this section, including the bonds 

23 to be issued, will equal or exceed 9•95367 0.16 percent of the 

24 taxable market value of property in the eottney municipality. 

25 Calculation of the limit must be made using the taxable market 

26 value for the taxes payable year in which the obligations are 

· 27 issued and sold. In the case of a municipality with a 

28. population of 2,500 or more, the bonds are subject to the net 

29 debt limits under section 475.53. In the case of a shared 

30 facility in which more than one municipality participates, upon 

31 compliance by each participating·municipality with the 

32 requirements of subdivision 2, the limitations in this 

33 subdivision and the net debt represented by the bonds shall be 

34 allocated to each participating municipality in proportion to 

35 its required financial contribution to the financing of the 

36 shared facility, as set forth in the joint powers agreement 
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1 relating to the shared facility. This section does not limit 

2 the authority to issue bonds under any other special or general 

3 law. 

4 Sec. 25. Minnesota Statutes 2004, section 475.58, 

5 subdivision 3b, is amended to read: 

6 Subd. 3b. [STREET RECONSTRUCTION.] (a) A municipality may, 

7 without regard to the election requirement under subdivision 1, 

8 issue and sell obligations for street reconstruction, if the 

9 following conditions are met: 

10 (1) the streets are reconstructed under a street 

11 reconstruction plan that describes the streets to be 

12 reconstructed, the estimated costs, and any planned 

13 reconstruction of other streets in the municipality over the 

14 next five years, and the plan and issuance of the obligations 

15 has been approved by a vote of all of the members of the 

16 governing body following a public hearing for which notice has 

17 been published in the official newspaper at least ten days but 

18 not more than 28 days prior to the hearing; and 

19 (2) if a petition requesting a vote on the issuance is 

20 signed by voters equal to five percent of the votes cast in the 

21 last municipal general election and is filed.with the municipal 

22 clerk within 30 days of the public hearing, the municipality.may 

23 issue the bonds only after obtaining the approval of a majority 

24 of the voters voting on the question of the issuance of the 

25 obligations. 

26 (b) Obligations issued under this subdivision are subject 

27 to the debt limit of the municipality and are not excluded from 

28 net debt under section 475.51, subdivision 4. 

29 (c) For purposes of this subdivision, street reconstruction 

30 includes utility replacement and relocation and other activities 

31 incidental to the street reconstruction# btte turn lanes and 

32 other improvements having a substantial public safety function, 

33 realignments, other modifications to intersect with state and 

34 county roads, and the local share of state and county road 

35 projects. 

36 {d) Except in the case of turn lanes, safety improvements, 

Article 10 Section 25 303 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 realignments, intersection modifications, and the local share of 

· 2 state and county road projects, street reconstruction does not 

3 include the portion of project cost allocable to widening a 

4 street or adding curbs and gutters where none previously existed. 

5 Sec. 26. [CITY OF ST. PAUL; RIVERCENTRE COMPLEX 

6 OPERATION. ] 

7 Subdivision 1. [DEFINITIONS.] (a) For the purposes of this 

8 section, the terms defined in this subdivision have the meanings 

9 given them. 

10 (b) "City" means the city of St. Paul, its mayor, city 

11 council, and any other board, authority, commission, or officer 

12 authorized by law, charter, or ordinance to exercise city powers 

13 of the nature referred to in this section. 

14 (c) "RiverCentre complex" means collectively the 

15 auditorium, convention, conference and education center, arena, 

16 and parking ramp facilities presently and commonly known as the 

17 Roy Wilkins Auditorium, St. Paul RiverCentre, Xcel Energy 

18 Center, and RiverCentre Parking Ramp, including all property, 

19 real or personal, tangible or intangible, located in the city, 

20 intended to be used. as part of the RiverCentre complex or 

21 additions to or extensions of it. 

22 Subd. 2. [CREATION OF NONPROFIT ORGANIZATION.] As required 

23 under Minnesota Statutes, section 465.717, and notwithstanding 

24 any other law, city charter provision, or ordinance to the 

25 contrary, the city of St. Paul may participate in the creation 

26 of a nonprofit organization for the purposes provided in this 

27 section. 

28 Subd. 3. [GOVERNING BOARD.] (a) The mayor of the city, 

29 subject to approval by the city council, shall appoint a 

30 majority of the members of the governing board of the nonprofit 

31 organization performing all or '.a part of the activities 

32 necessary to carry out the purposes specified in this section. 

33 ·The mayor may designate any officer or employee of the city to 

34 serve as a member of the governing board of any nonprofit 

35 organization. 

36 (b) In addition to the appointments made by the mayor under 
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l paragraph (a), the mayor shall designate three members of the 

2 city council to serve on the governing board of the nonprofit 

3 organization. 

4 (c) Notwithstanding any provision contained in the articles 

5 of incorporation and bylaws of the nonprofit organization, any 

6 member of the governing board appointed by the mayor may be 

7 removed only by the mayor for cause. 

8 (d) The governing board of the nonprofit organization shall 

9 select, subject to the approval of the mayor, a president to 

10 serve as chief executive officer and general manager of the 

11 nonprofit organization. 

12 (e) The procedures in Minnesota Statutes, section 317A.255, 

13 subdivision 1, paragraph (b), relating to director conflicts of 

14 interest, are not required if the contract or other transaction 

15 is between the city and the nonprofit organization. 

16 Subd. 4. [RIVERCENTRE MANAGEMENT; AUTHORITY TO CONTRACT 

17 WITH NONPROFIT ORGANIZATION.] The city may enter into an 

18 agreement with the nonprofit organization created in subdivision 

19 2 to eguip, maintain, manage, and operate all or a portion of 

20 the RiverCentre complex and to manage and operate a convention 

21 bureau to market and promote the city as a tourist or convention 

22 center. Except as otherwise provided in this section, the 

23 nonprofit organization may only contract and utilize and expend 

24 funds for· these purposes under the direction of its governing 

25 board, subject to the accounting, financial reporting, and other 

26 conditions that the city may prescribe in a contract made under 

27 this section between the city and the nonprofit organization. 

28 The nonprofit organization may use the services of the office of 

29 the city attorney and the city's purchasing department. All 

30 activities performed to carry out thes·e purposes are deemed to 

31 be for a public purpose. 

32 Subd. 5. [BONDHOLDERS' RIGHTS AND RIVERCENTRE COMPLEX TAX 

33 EXEMPTIONS PRESERVED.] (a} The city must protect the rights of 

34 holders of bonds issued for the RiverCentre complex, including 

35 preserving the tax-exempt status of the bonds. 

36 (b) The use and operation of the RiverCentre complex by the 
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1 nonprofit organization with which the city contracts under this 

2 act is a use, lease, or occupancy for public, governmental, and 

3 municipal purposes, and the complex is exempt from taxation by 

4 the state or any political subdivision of the state during such 

5 use, to the extent it would be exempt if the complex was 

6 equipped, maintained, managed, and operated by the city. 

7 (c) Gross receipts of tickets and admissions to events at 

8 the RiverCentre complex sponsored by the nonprofit organization 

9 created in this section do not qualify for the sales tax 

10 exemption under Minnesota Statutes, section 297A.70, subdivision 

11 10. 

12 Subd. 6. [APPLICABLE GENERAL LAWS.] The following statutes 

13 apply to the nonprofit organization with which the city 

14 contracts under this section the same as they apply to the city, 

15 to the extent practicable: 

16 (1) Minnesota Statutes, chapter 13D, the Minnesota Open 

17 Meeting Law; and 

18 ( 2 ), Minnesota Statutes, chapter 13, the Government Data 

19 Practices Act. 

20 Subd. 7. [SUCCESSION.] The nonprofit organization with 

21 which the city contracts under this section is the successor to 

22 all powers, rights, assets, privileges, and interests held and 

23 enjoyed by the RiverCentre authority on the effective date of 

24 this section, and established by the provisions of Laws 1967, 

25 chapter 459, sections 1, 2, 4, and 8, subdivisions 2 and 3, 

26 clause (3), as amended; Laws 1982, chapter 523, article 25, 

27 sections 4 and 5, as amended; Laws 1998, chapter 404, sections 

28 81 and 82; and Minnesota Statutes, section 297A.98. On the 

29 effective date of the contract between the city and the 

30 nonprofit organization authorized by this section, the 

31 RiverCentre authority ceases to~exist for only so long as the 

32 contract is in effect,,and all other laws or provisions 

33 specifically relating to the RiverCentre authority and the 

34 Rivercentre complex that are not otherwise referenced in this 

35 section, do not apply to the nonprofit organization. 

36 Subd. 8. [LIABILITY.] The nonprofit organization with 
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1 which the city contracts under this section is a "municipality," 

2 and the officers, directors, employees, and agents of the 

3 nonprofit organization are "employees, officers, or agents," 

4 under Minnesota Statutes, chapter 466, relating to tort 

s liability. The city must defend, save harmless, and indemnify 

6 the nonprofit organization, including the nonprofit's officers, 

7 directors, employees, and agents, against any claim or demand 

8 arising out of the nonprofit organization's performance under 

9 the contract. 

10 [EFFECTIVE DATE.] This section is effective the day after 

11 the city council and the chief clerical officer of the city of 

12 St. Paul have timely completed their compliance with Minnesota 

13 Statutes, section 645.023, subdivisions 2 and 3. 

14 Sec. 27. [TRANSFER OF MHFA BONDING AUTHORITY TO HESO •. l 

15 Notwithstanding Minnesota Statutes, section 474A.03, 

16 subdivision 2a, clause (b), the Minnesota Housing Finance Agency 

17 may enter into an agreement with the Higher Education Services 

18 Office under which the Higher Education Service~ Office issues 

19 qualified student loan bonds, up to $50,000,000 of which are 

20 issued pursuant to bonding authority allocated to the Minnesota 

21 Housing Finance Agency in 2004 under Minnesota Statutes, section 

22 474A.03, subdivision 2a, clause (a). This amount is in addition 

23 to the bonding authority otherwise allocated to the Higher 

24 Education Services Office under Minnesota Statutes, chapter 

25 474A.· Notwithstanding Minnesota Statutes, section 474A.04, 

26 subdivision la, 474A.061, or 474A.091, subdivision 2, bonding 

27 authority carried forward by the Minnesota Housing Financing 

28 Agency from its allocation for 2004 under Minnesota Statutes, 

29 section 474A.03, subdivision 2a, clause (b), are exempt from the 

30 reguirement that the bonding authority be permanently issued by 

31 December 31 of the next succeeding calendar year. 

32 Sec. 28. [APPLICATION.] 

33 Section 14 applies in the counties of Anoka, Carver, 

34 Dakota, Hennepin, Ramsey, Scott, and Washington. 

35 Sec. 29. [REPEALER.] 

36 Minnesota Statutes 2004, section 473.39, subdivision lf, is 
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1 ·repealed. 

2 Sec. 30. [EFFECTIVE DATE.] 

3 This article is effective the day following final enactment. 

4 ARTICLE 11 

5 MINERALS; AGGREGATE - SF1683 

6 Section 1. Minnesota Statutes 2004, section 272.02, is 

7 amended by adding a subdivision to read: 

8 Subd. 68. [PROPERTY USED IN THE BUSINESS OF MINING SUBJECT 

9 TO THE NET PROCEEDS TAX.] The following property used in the 

10 business of mining subject to the net proceeds tax under section 

11 298.015 is exempt: 

12 (1) deposits of ores, metals, and minerals and the lands in 

13 which they are contained; 

14 (2) all real and personal property used in mining, 

15 quarrying, producing, or refining ores, minerals, or metals, 

16 including lands occupied by or used 1n connection with the 

17 mining, quarrying, production, or refining facilities; and 

18 (3) concentrate or direct reduced ore. 

19 This.exemption applies for each year that a person subject to 

20 tax under section 298.015 uses the property for mining, 

21 quarrying, producing, or refining ores, metals, or minerals. 

22 [EFFECTIVE DATE.] This section is effective·for taxes 

23 payable i~ 2006 and thereafter. 

24 Sec. 2. Minnesota Statutes 2004, section 290.05, 

25 subdivision 1, is amended to read: 

26 Subdivision 1. [EXEMPT ENTITIES.] The following 

27 corporations, ·individuals, estates, trusts, and organizations 

28 shall be exempted from taxation under this chapter, provided 

29 that every such person or corporation claiming exemption under 

30 this chapter, in whole or in .part, must establish to the 

31 satisfaction of the commissioner· the taxable status of any 

32 income or activity: 

33 (a) corporations, individuals, estates, and trusts engaged 

34 in the business of mining or producing iron ore and mining, 

35 producing, or refining other ores, metals, and minerals, the 

36 mining erL production, or refining of which is subject to the 

Article 11 Section 2 308 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 occupation tax imposed by section 298.01; but if any such 

2 corporation,.individual, estate, or t~ust engages in any other 

3 business or activity or has income from any property not used in 

4 such business it shall be subject to this tax computed on the 

5 net income from such property or such other business or 

6 activity. Royalty shall not be considered as income from the 

7 business of mining or producing iron ore within the meaning of 

8 this section; 

9 (b) the United States of America, the state of Minnesota or 

10 any political subdivision of either agencies or 

11 instrumentalities, whether engaged in the discharge of 

12 governmental or proprietary functions; and 

13 (c) any insurance company. 

14. [EFFECTIVE DATE.] This section is effective for taxable 

15 years beginning after December 31, 20.04. 

16 Sec. 3. Minnesota Statutes 2004, section 290.17, 

17 subdivision 4, is amended to read: 

18 Subd. 4. [UNITARY BUSINESS PRINCIPLE.] (a) If a trade or 

19 business conducted wholly within this state or partly within and 

20 partly without this state is part of a unitary business, the 

21 entire income of the unitary business is subject to 

22· apportionment pursuant to section 290.191. Notwithstanding 

23 subdivision 2, paragraph (ch none of the income of a unitary 

24 business is considered to be derived from any particular source 

25 and none may be allocated to a particular place except as 

26 provided by the applicable apportionment formula. The 

27 provisions of this subdivision do not apply to business income 

28 subject to subdivision 5, income of an insurance company, er 

29 income of an investment company determined under section 290.36L 

30 or income of a mine or mineral processing facility subject to 

31 tax under section 298.01. 

32 (b) The term "unitary business" means business activities 

33 or operations which result in a flow of value between them. The 

34 term may be appl~ed within a single legal entity or between 

35 multiple entities and without regard to whether each entity is a 

36 sole proprietorship, a corporation, a partnership or a trust. 

Article 11 Section 3 309 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 (c) Unity is presumed whenever there is unity of ownership, 

2 operation, and use, evide~ced by centralized management or 

3 executive force, centralized purchasing, advertising, 

4 accounting, or other controlled interaction, but the absence of 

5 these centralized activities will not necessarily evidence a 

6 nonunitary business. Unity is also presumed when business 

7 activities or operations are of mutual benefit, dependent upon 

8 or contributory to one another, either individually or as a 

9 group. 

10 (d) Where a business operation conducted in Minnesota is 

11 · owned by a business entity that carries on business activity 

12 outside the state different in kind from that conducted within 

13 this state, and the other business is conducted entirely outside 

· 14 the state, it is presumed that the two business operations are 

15 unitary in nature, interrelated, connected, and interdependent 

16. unless it can be shown to the contrary. 

17 (e) Unity of ownership is not deemed to exist when a 

18 corporation is involved unless that corporation is a member of a 

19 group of two or more business entities and more than 50 percent 

20 of the voting stock of each member of the group is directly or 

21 indirectly owned by a common owner or by common owners, either 

22 corporate or noncorporate, or by one or more of the member 

23 corporations of the group. For this purpose, the term "voting 

24 stock" shall include membership interests of mutual insurance 

25 holding companies formed under section 60A.077. 

26 (f) The net income and apportionment factors under section 

27 290.191 ~r 290.20 of foreign corporations and other foreign 

28 entities which are part of a unitary business shall not be 

29 included in the net income or the apportionment factors of the 

30 unitary business. A foreign corporation or other foreign entity 

31 which ls required to file a return under this chapter shall file 

32 on a separate return basis. The net income and apportionment 

33 factors under section 290.191 or 290.20 of foreign operating 

34 corporations shall not be included in the net income or the 

35 apportionment factors of the unitary business.except as provided 

36 in paragraph (g). 
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1 (g) The adjusted net income of a foreign operating 

2 corporation shall be deemed to be paid as a divid~nd on the last 

3 day .of its taxable year to each shareholder thereof, in 

4 proportion to each shareholder's ownership, with which such 

5 corporation is engaged in a unitary business. Such deemed 

6 dividend shall be treated as a dividend under section 290.21, 

7 subdivision 4. 

8 Dividends actually paid by a foreign operating corporation 

9 to a corporate shareholder which. is a member of the same unitary 

10 business.as the foreign operating corporation shall be 

11 eliminated from the net income of the unitary business in 

12 preparing a combined report for the unitary business. The 

13 adjusted net income of a.foreign operating corporation shall be 

14 its net income adjusted as follows: 

15 (1) any taxes paid or accrued to a foreign country, the 

16 commonwealth of Puerto Rico, or a United States possession or 

17 political subdivision of any of the foregoing shall be a 

18 deduction; and 

19. (2) the subtraction from federal taxable income for 

20 payments received from foieign corporations or foreign operating 

21 corporations under section 290.01, subdivision 19d, clause (10), 

22 shall not be allowed. 

23 If a foreign operating corporation incurs a net .loss, 

24 neither income nor deduction from that corporation shall be 

25 included in determining the net income of the unitary business. 

26 (h) For purposes of determining the net income of a unitary 

27 business and the factors to be used in the apportionment of net 

28 income pursuant to sec,tion 290 .191 or 290. 20, there must be 

29 included only the income and apportionment factors of domestic 

30 corporations or other domestic entities other than foreign 

31 operating corporations that are:determined to be part of the· 

32 unitary business pursuant to this subdivision, notwithstanding 

33 that foreign corporations or other foreign entities might be 

34 included in the unitary business. 

35 (i) Deductions for expenses, interest, or taxes otherwise 

36 allowable under this chapter that are connected with or 
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1 allocable against dividends, deemed di.vidends described in 

2 paragraph {g), or royalties, fees, or.other like income 

3 described in section 290.01, subdivision 19d, clause (10), shall 

4 not be .disallowed~ 

·s (j) Each corporation or other entity, except a sole 

6 proprietorship, that is part.of a unitary business must file 

7 combined reports as the commissioner determines. On the 

8 reports, all intercompany transactions between entities included 

9 pursuant to paragraph (h) must be eliminated and the entire net 

10 income of the unitary business determined in accordance with 

11 this subdivision is apportioned among the entities by using each 

12 entity's Minnesota factors for apportionment purposes in the 

13 numerators of the apportionment formula and the total factors 

14 for apportionment purposes of all entities included pursuant to 

15 paragraph (h) in.the denominators of the apportionment formula. 

16 (k) If a corporation has been divested from a unitary 

17 business and is included in a combined report for a fractional 

18 part of the common accounting period of the combined report: 

19 (1) its income includable in the combined report is its 

20 income incurred for that part of the year determined by 

21 proration or separate accounting; and 

22 (2) its sales, property, and payroll included _in the 

23 apportionment formula must be prorated or accounted for 

24 separately. 

25 [EFFECTIVE DATE.] This section is effective for taxable 

26 years beginning after December 31, 2004. 

27 Sec. 4. Minnesota Statutes 2004, section 290.191, 

28 subdivision 1, is amended to read: 

29 Subdivision 1. [GENERAL RULE.] (a) Except as otherwise 

30 provided in section 290.17, subdivision 5, the net income from a 

31 . trade or business carried on partly within and partly without 

32 this state must be apportioned to this state as provided in this 

33 section. To the extent that an entity is exempt from taxation 

34 under this chapter as provided in section 290.05, the 

35 apportionment factors associated with the entity's exempt 

36 activities are excluded from the apportionment formula under 
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1 this section. 

2 {b) For purposes of this section, "state" means a state of 

3 the United States, the District of Columbia, the commonwealth of 

4 Puerto Rico, or any territory or possession of the United States 

5 or any foreign country. 

6 [EFFECTIVE DATE.] This section is effective for taxable 

7 years beginning after December 31, 2004. 

8 Sec. 5. Minnesota Statutes 2004, section 297A.68, 

9 subdivision 4, is amended to read: 

10 Subd. 4. [TACONITE, OTHER ORES, METALS, OR MINERALS; 

11 PRODUCTION MATERIALS.] Mill liners, grinding rods, and grinding 

12 balls that are substantially consumed in the production of 

13 taconite or other ores, metals, or minerals are exempt when sold 

14 to or stored, used, or consumed by persons taxed under the 

15 in-lieu provisions of chapter 298. 

16 [EFFECTIVE DATE.] This section is effective for sales and 

17 purchases made after June 30,.2005. 

18 Sec. 6. Minnesota Statutes 2004, section 298.001, is 

19 amended by adding a subdivision to read: 

20 Subd. 9. [REFINING.] "Refining" means and is limited to 

· 21 refining: 

22 (1) of ores, metals, or mineral products, the mining, 

23 extraction, or quarrying of which were subject to tax under 

24 section 298.015; and 

25 (2) carried on by the entity, or an affiliated entity, that 

26 mined, extracted, or quarried the metal or mineral products. 

27 [EFFECTIVE DATE.] This section is effective for taxable 

28 years beginning after December 31, 2004. 

29 Sec. 7. Minnesota Statutes 2004, section 298.001, is 

30 amended by adding a subdivision to read: 

31 Subd. 10. [PRECIOUS MINERALS TAX RELIEF AREA.] The 

32 "precious minerals tax relief area" means the area of· the 

33 following Independent School Districts: 

. 34 {l) No. 166, Cook County; 

35 (2) No. 316, Coleraine; 

36 (3) No. 318, Grand Rapids; 
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(4} No. 319 I' Nashwauk-Keewatin; 

( 5} No. 381,. Lake Superior; 

(6) No. 695, Chisholm; 

(7) No. 696, E1y; 

(8) No. 701, Hibbing; 

( 9} No. 706, Virginia; 

(10} No. 712, Mountain Iron-Buhl; 

(11} No. 2711, Mesabi East; 

(12} No. 2142, St. Louis Count~; and 

(13} No. 2154, Eveleth-Gilbert. 

[EFFECTIVE DATE.] This section is effective 

12 years beginning after December 31, 2004. 

UEH0785-l 

for taxable 

13 Sec. 8. Minnesota Statutes 2004, section 298.01, 

14 subdivision 3, is amended to read: 

15 Subd. 3. [OCCUPATION TAX; OTHER ORES.] Every person 

16 ·engaged in the business of mining, refining, or producing oresL 

17 metals, or minerals in this state, except iron ore or taconite 

18 concentrates, shall pay an occupation tax to the state of 

19 Minnesota as provided in this subdivision. For purposes of this 

20 ·Subdivision, mining includes the application of 

21 hydrometallurgical processes. The tax ·is determined in the same 

22 manner as the tax imposed by section 290.02, except that 

23 sections 290.05, .subdivision 1, clause (a), 290.0921, and 

24 290.17, subdivision 4, do not apply. Except as provided in 

25 section 290.05, subdivision 1, paragraph (a}, the tax is irt 

26. additiort to all other taxes. 

27 [EFFECTIVE n~TE.] This section is effective for taxable 

28 years beginning a:Eter December. 31, 2004. 

29 Sec. 9. Minnesota Statutes 2004, section 298.01, 

30 subdivision 3a, i:; amended to read: 

31 Subd. 3a. [GROSS INCOME. ] '. ·ca) For .purposes of determining 

32 a person's taxable income under subdivision 3, gross income is 

33 determined by the amount of gross proceeds from mining in this 

34 state under section 298.016 and includes any gain or loss 
-

35 recognized from the sale or disposition of assets used in the 

36 business in this state. 
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1 (b) In applying section 290.191, subdivision 5, transfers 

2 of ores, metals, or minerals that are subject to tax under this 

3 chapter are deemed to be sales outside this state if the oresL 

4 metals, or minerals are transported out of this state for 

5 further processing or refining by the person engaged in mining 

6 after the ores, metals, or minerals have been converted to a 

7 marketable quality. 

8 (c) In applying section 290.191, subdivision 5, transfers 

9 of ores, metals, or minerals that are subject to tax under this 

10 chapter are deemed to be sales within this state if the ores, 

11 metals, or minerals are received by a purchaser at a point 

12 within this state, and the taxpayer is taxable in this state, 

13 regardless of the f .o.b. point, or other conditions of the sale, 

14 or the ultimate destination of the property. 

15 [EFFECTIVE DATE.] This section is effective for taxable 

16 years beginning after December 31, 2004. 

17 Sec. 10. Minnesota Statutes 2004, section 298.01, 

18 subdivision 4, is amended to read: 

19 Subd. 4. [OCCUPATION TAX; IRON ORE; TACONITE 

20 CONCENTRATES.] A person engaged in the business of mining or 

21 producing of iron ore, taconite concentrates or direct reduced 

22 ore in this state shall pay an occupation tax to the state of 

23 Minnesota. The tax is determined in the same manner as the tax 

24 imposed by section 290.02, except that sections 290.05, 

25 subdivision 1, clause {a), 290.0921, and 290.17, subdivision 4, 

26 do not apply. The tax is in addition to all other taxes. 

27 [EFFECTIVE DATE.] This' s.ection is effective for taxable 

28 years beginning after December 31, 2004. 

29 Sec. 11. Minnesota Statutes 2004, section 298.015, 

30 subdivision 1, is amended to read: 

31 Subdivision 1. [TAX IMPOSED.] A person engaged in the 

32 business of mining shall pay to· the state of Minnesota for 

33 distribution as provided in section 298.018 a net proceeds tax 

34 equal to ~we four percent of the net proceeds from mining in 

35 Minnesota. The tax applies to all m~nera%-and-energy-resettrees 

36 ores, metals, and minerals mined erL extracted, produced, or 
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1 refined within the state of Minnesota except for sand, silica 

2 sand, gravel, building stone, crushed rock, limesto.ne, granite, 

3 dimension granite, dimension stone, horticultural peat, clay, 

4 soil, iron ore, and taconite concentrates. Except as provided 

5 in section 272.02, subdivision 68, the tax is in addition to all 

6 other taxes provided for by law. 

7 [EFFECTIVE DATE.] This section is effective for taxes 

8 payable in 2006 and thereafter. 

9 Sec. 12. Minnesota Statutes 2004, section 298.015, 

10 subdivision 2, is amended to read: 

11 Subd. 2. [NET PROCEEDS.] For purposes of this section, the 

12 term "net proceeds" means the gross proceeds from mining, as 

13 defined in section 298.016, less the ~ deductions allowed in 

14 ·see-t:±on-2!96•0%7 for purposes of determining taxable income under 

15 section 298.01, subdivision 3b. No other credits or deductions 

16 shall apply to this tax exeep-t:-£or--t:hose-pro\f'ided-±n.-see-t:±on 

17 2!96.9%7. 

18 [EFFECTIVE DATE.] This section is effective for taxes 

19 payable in 2006 and thereafter. 

20 Sec. 13. Minnesota Statutes 2004, section 298.016, 

21 subdivision 4, is amended to read: 

22 Subd. 4. [DEFINITIONS.] For the purposes of sections 

23 298.015 arid 298.017, the terms defined in this subdivision have 

.24 · the meaning given them unless the context clearly indicates 

25 otherwise. 

26 (a) "Metal or mineral products" means all those m±nera%-and 

27 ener~y-resottrees ores, metals, and minerals subject to the tax 

28 provided in section 29~.0i5. 

29 (b) "Exploration" mea.ns activities designed and engaged in 

30 to ascertain the existence, location, extent, or quality of any 

31 deposit of metal or mineral products prior to the development of 

32· a mining site. 

33 (c) "Development" means activities designed and engaged-in 

34 to prepare or develop a potential mining site for mining after 

35 the existence of metal or mineral products in· commercially 

36 marketable quantities has been disclosed including, but not 
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1 limited to, the clearing of forestation, the building of roads, 

2 removal of overburden, or the sinking of shafts. 

3 (d) "Research" means activities designed and engaged in to 

4 create new or improved methods of mining, producing, processing, 

5 beneficiating, smelting, or refining metal or mineral products. 

6 [EFFECTIVE DATE.] This section is effective for taxable 

7 years beginning after.December 31, 2005. 

8 Sec. 14. Minnesota Statutes 2004, section 298.018, is 

9 amended to read: 

10 298.018 [DISTRIBUTION OF PROCEEDS.] 

11 Subdivision 1. [WITHIN THE ~AeSNi~B PRECIOUS MINERALS 

12 ASSISTANCE AREA.] The proceeds of the tax paid under sections 

13 298.015 to 298.017 on ores, metals, and minerals.and-energy 

14 resettrees mined or extracted within the eaeeniee precious 

.15 minerals assistance ~rea de!ined-in-seeeien-%T3T%34%, shall be 

16 allocated as follows: 

17 (1) five percent to the city or town within which the ores, 

18 metals, or minerals er-energy-resettrees are mined or extracted; 

19 (2) ten percent to the taconite municipal aid account to be 

20 distributed as-previded-in-seeeien-%98T%8% to qualifying 

21 municipalities, as defined in section 298.282 and located in the 

22 precious minerals assistance area; 

23 (3) ten percent to the school district within which the 

24 ores, metals, or minerals er-energy-resettrees are mined or 

25 extracted; 

26 (4) %9 30 percent to a-grettp-e£-senee%-diseriees-eemprised 

27 e£-enese-senee%-diseriees-wnerein-ene-minera%-er-energy-resettree 

28 was-mined-er-exeraeeed-er-in-wnien-enere-is-a-~ttaii!ying 

29 mttnieipa%iey-as-de£ined-by-seeeien-%T3T%347-paragrapn-tbt1-in 

30 direee-prepereien-ee-senee%-diseriee-indexes-as-£e%%ews~--£er· 

31 eaen-senee%-diseriee7-ies-pttpi%~ttnies-deeermined-ttnder-seeeien 

32 %%6€T95-£er-ene-~rier-senee%-year-sna%%-be-mtt%ei~%ied-by-ene 

33 raeie-e£-ene-average-ad;ttseed-nee-eax-eapaeiey-~er-pttpi%-ttnie 

34 £er-senee%-diseriees-reeeiving-aid-ttnder-enis-e%attse-as 

35 ea%~tt%aeed-pttrsttane-ee-enapeers-%%%A1-%%6e,-and-%%TA-£er-ene 

36 senee%-year-ending-prier-ee-diseribtteien-ee-ene-ad;ttseed-nee-eax 
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1 ee~ae±t:~-~er-pttp±%-ttn±t:-e£-t:he-d±st:r±ct:.--Each-d±st:r±ee-she%% 

2 rece±ve-tn8t-port±on-o£-tne-d±str±bttt±on-wh±eh-±es-±ndex-besrs 

3 to-ene-sttm-o£-tne-±nd±ees-£or-e%%-senoo%-d±str±ets-th8t-reee±ve 

4 the-d±str±bttt±ons the state general fund to represent the 

5 portion of the tax that is in lieu of the state general tax 

6 under section 275.025; 

7 (5) 20 percent to the county within which the ores, metals,· 

8 or minerals er-energy-resettrees are mined or extracted; 

9 ( 6 ) %6-pereene-te-st.-J:Jett±s_-eettnty-act±ng-es-tne-eettnt±es.1. 

10 £±ses%-sgene-ee-be-d±str±bttted-ss-prev±ded-±n-seet±ons-i!73.%34 

11 te-%73•%36; 

12 t7t five percent to the Iron Range Resources and 

13 Rehabilitation Board for the purposes of section 298.22; 

14 t8t-£±ve (7) ten percent to the Douglas J. Johnson economic 

15 protection trust fund; and 

16 t9t-£±ve (8) ten percent to the taconite envi'ronmental 

17 protection fund. 

18 The proceeds of the tax shall be distributed on July 15 

19 each year. 

20 Subd. 2. [OUTSIDE THE lfA€8NflfEPRECIOUS MINERALS 

21 ASSISTANCE AREA.] The proceeds of the tax paid· under sections 

22 298.015 to 298.017 on ores, metals, or minerals and-energy 

23 resettrees mined or extracted outside of the tseen±te precious 

24 minerals assistance area de£±ned-±n-seet±on-i!73.%34%, shall be 

25 deposited in the general fund. 

26 Subd. 3. [SEGREGATION OF FUNDS.] The proceeds of the tax 

27 allocated under subdivision 1, clauses (2), (6), (7), and (8), 

28 · including any investment earnings on them, must be segregated 

29 and separately accounted for in the respective funds or account 

30 to which they are allocated. These amounts must only be 

31 distributed to municipalities within the precious minerals 

32· assistance area or used for projects located in the precious 

33· minerals assistance area. 

34 [EFFECTIVE DATE.] This section is effective for 

35 distribution of net proceeds tax revenues made after July 1, 

36 2005. 
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l· Sec. 15. [298.021] [ROYALTY TAX.] 

2 In addition to any other taxes imposed by law, a tax is 

3 imposed on a royalty, as defined in section 290.923, subdivision 

4 1, pa~d on ore, other than iron ore, taconite, iron sulphides, 

5 or semitaconite. The tax equals 12 percent of the amount of the 

6 royalty paid. The person paying the royalty shall withhold the 

7 tax from the payment and remit the payment to the commissioner 

8 at the times and under the procedures provided under section 

9 290.923. The commissioner shall. deposit proceeds in the general 

10 fund and· allocate the proceeds as provided under section 

11 298.018, subdivision 1. 

12 [EFFECTIVE DATE.] This section is effective for royalties 

13 paid after June 30, 2005. 

14 ·Sec. 16. Minnesota Statutes 2004, section 298.223, 

15 subdivision 1, is amended to read: 

16 Subdivision 1. [CREATION; PURPOSES.] A fund called the 

17 taconite environmental protection fund is created for the 

18 purpose of reclaiming, restoring and enhancing_ those areas of 

19 northeast Minnesota located within the taconite assistance area 

20 defined in section 273.1341, that are adversely affected by the 

21 environmentally damaging operations involved in mining taconite 

22 and iron ore and producing iron ore concentrate and for the 

23 purpose of promoting the economic development of northeast 

24 Minnesota. The taconite environmental protection fund shall be 

25 used for the following purposes: 

26 (a) to initiate investigations into matters the Iron Range 

27 Resources and Rehabilitation Board determines are in need of 

28 study and which will determine the environmental problems 

29 requiring remedial action; 

30 (b) ieclamation, restoration, or reforestation of minelands 

31 not otherwise provided for by sf~te lawi 

32 ( c) local economic development projects ine%ttdiru1 

33 eensertteeien-e£-sewer-and-waeer-syseems7 -and-eeher but only if 

34 those projects are approved by the board, and public worksL 

35 including construction of sewer and water systems located within 

36 the taconite assistance area defined in section 273.1341; 
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1 (d) monitoring of mineral industry related health problems 

2 _among mining employees. 

3 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment. 

5 Sec. 17. Minnesota Statutes 2004, section 298.24, 

6 subdivision 1, is amended to read: 

7 Subdivision 1. (a) For concentrate produced in 2001, 2002, 

8 and 2003, there is imposed upon taconite and iron sulphides, and 

9 upon the mining and quarrying thereof, and upon the produ~tion 

10 of iron ore concentrate therefrom, and upon the concentrate so 

11 produced, a tax of $2.103 per gross ton of merchantable iron ore 

12 concentrate produced therefrom. For concentrates produced in 

13 2005 and 2006, the tax rate is the same rate imposed for 

14 concentrates produced in 2004. 

15 (b) For concentrates produced in 2004, 2007, and subsequent 

16 years, the tax rate shall be equal to the preceding year's tax 

17 rate plus an amount equal to the preceding year's tax rate 

18 multiplied by the percentage increase in the implicit price 

19 deflater from the fourth quarter of the second preceding year to 

20 the fourth quarter of the preceding year. "Implicit price 

21 deflater" means the implicit price deflater for the gross 

22 domestic product prepared by the Bureau of Economic Analysis of 

23 the United States Department of Commerce. 

24 (c) On concentrates produced in 1997 and thereafter, an 

25 additional tax is imposed equal to three cents per gross ton of 

26 merchantable iron ore concentrate for each one percent that the 

27 iron content of the product exceeds 72 percent, when dried at 

28 212 degrees Fahrenheit. 

29 (d) Except for taxes payable in 2006 through 2008, the tax 

30 shall be imposed on the average of the production for the 

31 current year and the previous two yearsk The rate of the tax 

32 imposed will be the current year's tax rate. This clause shall 

33 not apply in the case of the closing of a taconite facility if 

34 the property taxes on the facility would be higher if this 

· 35 claus.e and section 298. 25 were not applicable. 

36 (e) If the tax or any part of the tax·imposed by this 
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l subdivision is held to be unconstitutional, a tax of $2.103 per 

2 gross ton of merchantable __ iron ore concentrate produced shall be 

3 imposed. 

4 (f) Consistent with the intent of this subdivision to 

s impose a tax based upon the weight of merchantable iron ore 

6 concentrate, the commissioner of revenue may indirectly 

7 determine the weight of merchantable iron ore concentrate 

8 included in fluxed pellets by subtracting the weight of the 

9 limestone, dolomite, or olivine derivatives or other basic flux 

10 additives-included in the pellets from the weight of the 

11 pellets. For purposes of this paragraph, "fluxed pellets" are 

12 pellets produced in a process in which limestone, dolomite, 

13 olivine, or other basic flux additives are combined with 

14 merchantable iron ore concentrate. No subtraction from the 

15 weight of the pellets shall be allowed for binders, mineral and 

16 chemical additives other than basic flux additives, or moisture. 

17 (g}(l} Notwithstanding any other provision of this 

18 subdivision, for the first two years of a plant's commercial 

19 production of direct reduced ore, no tax is imposed under this 

20 section. As used in this paragraph, "commercial production" is 

21 production of more than 50,000 tons of direct reduced ore in the 

22 current year or in any prior year, noncommercial production is 

23 production of 50,000 tons or less of direct reduced ore in any 

24 year, and "direct reduced ore" is ore that results in a product 

25 that has an iron content of at least 75 percent. For the third 

26 year of a plant's commercial production of direct reduced ore, 

27 the rate to be applied to direct reduced ore is 25 percent of 

28 the rate otherwise determined under this subdivision. For the 

29 fourth stteh commercial production year, the rate is SO percent 

30 of the rate otherwise determined under this subdivision; for the 

31 fifth stteh commercial production year, the rate is 75 percent of 

32 the rate otherwise determined under this subdivision; and for 

33 all subsequent commercial production years, the full rate is 

34 imposed. 

35 (2} Subject to clause (1), production of direct reduced ore 

36 in this state is subject to the tax imposed by this section, but 
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1 if that production is not produced by a producer of taconite or 

2 iron sulfides, the production of taconite or iron sulfides 

3 consumed in the production of direct reduced iron in this state 

4 is not subject to the tax imposed by this section on taconite or 

5 iron sulfides. 

6 (3) Notwithstanding any other provision of this 

7 subdivision, no tax is imposed on direct reduced ore under this 

8 section during the facility's noncormnercial production of direct 

9 reduced ore. The taconite or iron sulphides consumed in the 

10 noncormnercial production of direct reduced ore is $Ubject to the 

11 tax imposed by this section on taconite and iron sulphides. 

12 Three-year average production of direct reduced ore does not 

13 include production of direct reduced ore in any noncormnercial 

14 year. Three-year average production for a direct reduced ore 

15 facility that has noncormnercial production is the average of the 

16 cormnercial production of direct reduced ore for the current year 

17 and the previous two cormnercial years. 

18 [EFFECTIVE DATE.] This section is effective for direct 

19 reduced ore produced after the date of final enactment. 

20 Sec. 18. Minnesota Statutes 2004, section 298.28, 

21 subdivision 9b, is amended to read: 

22 Subd. 9b. [TACONITE ENVIRONMENTAL FUND.] Five cents per 

23 ton £or-d~str~bttt~ons-~n-%9991-%0001-%00%1-%00%1-and-%003 must 

24 be paid to the taconite environmental fund for use under section 

25 298.2961, subdivision 4. 

26 [EFFECTIVE DATE.] This section is effective for 

27 distributions in 2005 and later years. 

28 Sec. 19. Minnesota Statutes 2004, section 298.28, 

29 subdivision 10, is amended to read: 

30 Subd. 10. [INCREASE.] {a) Except as provided in paragraph 

31 iEl.L beginning with distributions in 2000, the amount determined 

32 under subdivision 9 shall be increased in the same proportion as 

33 the increase in the implicit price deflater as provided in 

34 section 298.24, subdivision 1. Beginning with distributions in 

35 2003, the amount determined under subdivision 6, paragraph (a), 

36 shall be increased in the same proportion as the increase in the 
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1 implicit price deflater as provided in section 298.24, 

2 subdivision 1. 

3 (b) For distributions in 2005 and subseguent years, an 

4 amount egual to the increased tax proceeds attributable to the 

s increase in the implicit price deflater as provided in section 

6 298.24, subdivision 1, for taxes paid in 2005, except for the 

7 amount of revenue increases provided in subdivision 4, paragraph 

8 (d), is distributed to the grant and loan fund established in 

9 ~ection 298.2961, subdivision 4._ 

10 Sec. 20. Minnesota Statutes 2004, section 298.2961, is 

11 amended by adding a subdivision to read: 

12 Subd. 4. [GRANT AND LOAN FUND.] (a) A fund is established 

13 to receive distributions under section 298.28, subdivision 9b, 

14 and to make grants or loans as provided in this subdivision. 

15 Any grant or loan made under this subdivision must be approved 

16 by a majority of the members of the Iron Range Resources and 

17 Rehabilitation Board, established under section 298.22. 

18 (b) Distributions received in calendar year 2005 are 

19 allocated to the city of Virginia for improvements and repairs 

20 to the city's steam heating system. 

21 (c) Distributions received in calendar year 2006 are 

22 allocated to a project of the public utilities commissions of 

23 the cities of Hibbing and Virginia to convert their electrical 

24 generating plants to the use of biomass products, such as wood. 

25 Cd) Distributions received in calendar year 2007 must be 

26 paid to the city of Tower to be used for the East Two Rivers 

27 project in or near the city of Tower, including replacement of 

28 the Marked Trunk Highway 169 bridge over East Two Rivers, 

29 demolition of the present Marked Trunk Highway 135 bridge over 

30 East Two Rivers, and rerouting of Marked Trunk Highway 135, 

31 associated trunk highway construction and reconstruction, and 

32 associated marina development. 

33 (e) For distributions received in 2008 and later, amounts 

34 may be allocated to joint ventures with mining companies for 

35 reclamation of lands containing abandoned or worked out mines to. · 

36 convert these lands to marketable properties for residential, 
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1 recreational, commercial, or other valuable uses. 

2 [EFFECTIVE DATE.] This s·ection is effective the day 

3 following final ena~tment. 

4 Sec. 21. Minnesota Statutes 2004, section 298.75, 

5 subdivision 1, is amended to read: 

6 Subdivision 1. [DEFINITIONS.] Except as may otherwise be 

7 provided, the following words, when used in this section, shall 

8 have the meanings herein ascribed to them. 

9 (1) "Aggregate material" sh~ll mean nonmetallic natural 

10 mineral aggregate including, but not limited to sand, silica 

11 sand, gravel, crushed rock, limestone, granite, and borrow, but 

12 only if the borrow is transported on a public road, street, or 

13 highway. Aggregate material shall not include dimension stone 

14 and dimension granite. Aggregate material must be measured or 

15 weighed after it has been extracted from the pit, quarry, or 

16 deposit. 

17. · (2) "Person" shall mean any individual, firm, partnership, 

18 corporation, organization, trustee, association, or other entity. 

19 (3) "Operator" shall mean any person engaged in the 

20 business of removing aggregate material from the surface or 

21 subsurface of the soil, for the purpose of sale, either directly 

22 or indirectly, through the use of the aggregate material in a 

23 marketable product or service; except that operator does not 

24 include persons engaged in a transaction in which the aggregate 

25 is moved within a project's construction limits to other. 

26 locations within that same project's construction limits. 

27 (4) "Extraction site" shall mean a pit, quarry, or deposit 

28 containing aggregate material and any contiguous property to the 

29 pit, quarry, or deposit which is used by the operator for 

30 stockpiling the aggregate material. 

31 (5) "Importer" shall mean any person who buys aggregate 

32 material produced from a county not listed in paragraph (6) or 

33 another state and causes the aggregate material to be imported 

34 into a county in this state which imposes a tax on aggregate 

35 material. 

36 (6) "County" shall mean the counties of Pope, Stearns, 
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l Benton, Sherburne, Carver, Scott, Dakota, Le Sueur, Kittson, 

2 Marshall, Pennington, Red Lake, Polk, Norman, Mahnomen, Clay, 

3 Becker, Carlton, St. Louis, Rock, Murray, Wilkin, Big Stone, 

4 Sibley, Hennepin, Washington, Chisago, and.Ramsey. County also 

5 means any other county whose board has voted after a public 

6 hearing to impose the tax under this section and has notified 

7 the commissioner of revenue of the imposition of the tax. 

8 (7) "Borrow" shall mean granular borrow, consisting of 

9 durable particles of gravel and sand, crushed quarry or mine 

10 rock, crushed gravel or stone, or any combination thereof, the 

11 ratio of the portion passing the (#200) sieve divided by the 

12 portion passing the (1 inch) sieve may not exceed 20 percent by 

13 mass. 

14 [EFFECTIVE DATE.] This section is effective for aggregate 

15 sold, imported, transported, or used from a stockpile after June 

16 30, 2005. 

17 Sec. 22. Minnesota Statutes 2004, section 298.75, 

18 subdivision 2, is amended to read: 

19 Subd. 2. [TAX IMPOSED.] A county shall impose upon every 

20 importer and operator a production tax up to ten cents per cubic 

21 yard or up to seven cents per ton of aggregate material removed 

22 except that the county board may decide not to impose this tax 

23 if it determines that in the previous year operators removed 

24 less than 20,000 tons or 14,000 cub1c yards of aggregate 

25 material from that county. A county or town may exempt an 

26 operator from the tax if the operator has removed less than 

27 2,500 tons or 1,750 yards from the county in the year that the 

28 tax is due and no other aggregate o~erator has removed material 

29 from the same site in the same year. The tax shall be imposed 

30 on aggregate material produced in the county when the aggregate 

31 material is transported from the· extraction site or sold. When 

32 aggregate material is stored in a stockpile within the state of 

33 Minnesota and a public highway, road or street is not used for 

34 transporting the aggregate material, the tax shall be imposed 

35 either when the aggregate material is sold, or when it ·is 

· 36 transported from the stockpile site, or when it is used from the 
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1 stockpile, whichever occurs first. The tax shall be imposed on 

2 an importer when the aggregate material is imported into the 

3 county that imposes the tax. 

4 If the aggregate material is transported directly from the 

5 extraction site to a waterway, railway, or another mode of 

6 transportation other than a highway, road or street, the tax 

7 imposed by this section shall be apportioned equally between the 

8 county where the aggregate material is extracted and the county 

9 to which the aggregate material is originally transported. If 

10 that destination is not located in Minnesota, then the ~aunty 

11 where the aggregate material was extracted shall receive all of 

12 the proceeds of the tax. 

13 [EFFECTIVE DATE.] This section is effective the day 

14 following final enactment. 

15 Sec. 23. [IRON RANGE RESOURCES AND REHABILITATION 

16 COMMISSIONER; BONDS AUTHORIZED.] 

17 Subdivision 1. [ISSUANCE; PURPOSE.] Notwithstanding any 

18 provision of Minnesota Statutes, chapter 298, to the contrary, 

19 the commissioner of Iron Range resources and rehabilitation may 

·20 issue revenue bonds in a principal amount of $15,000,000 in one 

21 or more series, and bonds to refund those bonds. The proceeds 

22 of the bonds must b~ used to make grants to school districts 

23 located in the taconite tax relief area defined in Minnesota 

24 Statutes, section 273.134, or the taconite assistance area 

25 defined in Minnesota Statutes, section 273.1341, to be used by 

26 the school districts to pay for health, safety, and maintenance 

27 improvements but only if the school district has levied the 

28 maximum amount allowable under law for those purposes. 

29 Subd. 2. [APPROPRIATION.] There is annually appropriated 

30 from the distribution of taconite production tax revenues to the 

31 taconite environmental protectio.n fund pursuant to Minnesota 

32 Statutes, section 298.28, subdivision 11, and to the Douglas J. 

33 Johnson economic protection trust pursuant to Minnesota 

34 Statutes, section 298.28, subdivisions 9 and 11, in equal 

35 !shares, an amount sufficient to pay when due the principal and 

36 interest on the bonds issued pursuant to subdivision 1. If the 
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1 annual distribution to the Douglas .J. Johnson economic 

2 protection trust is insufficient to pay its share after 

3 fulfilling any obligations of the trust under Minnesota 

4 Statutes, section 298.225 or 298.293, the deficiency shall be 

5 appropriated from the taconite environmental protection fund. 

6 The appropriation under this subdivision terminates upon payment 

7 .or maturity of the last of the bonds issued under this section. 

8 Subd. 3. [CREDIT ENHANCEMENT.] The bonds issued under this 

9 section shall be "debt obligations" and the commissioner of Iron 

10 Range resou~ces and rehabilitation shall be a "district" for 

11 purposes of Minnesota Statutes, section 126C.55, provided that 

12 advances made under subdivision 2 of Minnesota Statutes, section 

13 126C.55j shall not be subject to subdivisions 4 to 7 of 

14 Minnesota Statutes, section 126C.55. 

15 Sec. 24. [ TRANSI.TION PROVISION. ] 

16 Each person with an alternative minimum tax credit on 

17 December 31, 2004, pursuant to Minnesota Statutes 2004, section 

18 298.01, may take that credit against occupation tax under the 

19 provisions of Minnesota Statutes 2004, section 298.01, 

20 subdivision 3d or 4e. 

21 [EFFECTIVE DATE.] This section is effective the day 

22 following final enactment. 

23 Sec. 25. [REPEALER.] 

24 (a) Minnesota Statutes 2004, section 298.01, subdivisions 

25 3c, 3d, 4d, and 4e, are repealed effective for taxable years 

26 beginning after December 31, 2004. 

27 (b) Minnesota Statutes 2004, section 298.017, is repealed 

28 effective for taxes payable in 2006 and thereafter. 

29 ARTICLE 12 

30 MISCELLANEOUS - SF1683 

31 Section 1. Minnesota Statutes 2004, section 270.30, 

32 subdivision 1, is amended to read: 

33 Subdivision 1. [SCOPE.] tat This section applies to a 

34 person who o££ers, provides7-or-£aei±ieaees-ehe-provision-0£ 

35 re£ttnd-aneieipaeion-±oans7-as-pare-o£-or-in-eonneeeion-wieh-ehe 

36 provision-or tax preparation services. 
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1 tbt-~h±s-seet±on-does-not-epp3:y-to~ 

2 t3:t-e-tex-preperer-who-prov±des-tex-preperet±on-serv±ees 

3 £or-£ewer-~hen-s±x-e3:±ents-±n-e-ee3:ender-yeer7 

4 t%t-the-prov±s±on-by-e-person-o£-tex-preperat±on-serv±ees 

5 eo-a-spottse7-parene7-grandparene7-eh±id7-or-s±bi±ng;-and 

6 t3t-the-prov±s~on-o£-serv±ees-by-an-emp3:oyee-£or-an 

7 emp3:oyer• 

8 Sec. 2. · Minnesota Statutes 2004, section 270.30, 

9 subdivision 5, is amended to read: 

10 Subd. 5. [ITEMIZED BILL REQUIRED.] A tax preparer who 

11 provides services for a fee or other consideration must provide 

12 an itemized statement of the charges for services, at least 

13 separately stating the charges for: 

14 (1) return preparation; and 

15 (2) e3:eetron±e-£±3:±ng7~end 

16 t3t providing or facilitating a·refund anticipation loan. 

17 Sec. 3. Minnesota Statutes 2004, section 270.30, 

18 subdivision 6, is amended to read: 

19 Subd. 6. [ENFORCEMENT; PENALTIES.] The commissioner may 

20 impose an administrative penal.ty of not more than $1,000 per 

21 violation of subdivision 3, 4, or 5. The commissioner may. 

22 terminate a tax preparer's authority to transmit returns 

23 electronically to the state, if the commissioner determines the 

24 tax preparer engaged in a pattern and practiqe of violating this 

25 section. Imposition of. a penalty under this subdivision is 

26 subject to the contested case procedure under chapter 14. The 

27 commissioner shall collect the penalty in the same manner as the 

28 income tax. ·Penalties imposed under this subdivision are public 

.29 data. 

30 Sec. 4. Minnesota Statutes 2004, section 270.30, is 

31 amended by adding a subdivision·. ·to read: 

32 Subd. 6a. [EXCHANGE OF DATA; STATE BOARD OF 

3-3 ACCOUNTANCY.] The State Board of Accountancy shall refer to the 

34 commissioner complaints it receives about tax preparers who are 

35 not subject to the jurisdiction of the State Board of 

36 Accountancy and who are alleged to have violated the provisions 
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1 of subdivisions 3 to 5. 

2 Sec. 5. Minnesota Statutes 2004, section 270.30, is 

3 amended by adding a subdivision to read: 

4 Subd. 6b. [EXCHANGE OF DATA; LAWYERS BOARD OF PROFESSIONAL 

s RESPONSIBILITY.] The Lawyers Board of Professional 

6 ·Responsibility may refer to the commissioner complaints it 

7 receives about tax preparers who are not subject to its 

8 jurisdiction and who are alleged to have violated the provisions 

9 of subdivisions 3 to 5. 

10 Sec. 6. Minnesota Statutes 2004, section 270.30, is 

11 amended by adding a subdivision to read: 

12 Subd. 6c. [EXCHANGE OF DATA; COMMISSIONER.] The 

.13 commissioner shall refer complaints about tax preparers who are 

14 alleged to have violated the provisions of subdivisions 3 to 5 

15 to: 

16 (1) the State Board of Accountancy, if the tax preparer is 

17 under its jurisdiction; and 

18 (2) the Lawyers Board of Professional Responsibility, if 

19 the tax preparer is under its jurisdiction. 

20 Sec. 7. Minnesota Statutes 2004, section 270.30, is 

21 amended by adding a subdivision to read: 

22 Subd. 6d. [DATA PRIVATE.] Information exchanged on 

23 individuals under subdivisions 6a to 6c are private data under 

24 section 13.02, subdivision 12, until such time as a penalty is 

· 25 imposed as provided in section 326A.08 or by the Lawyers Board 

26 of Professional Responsibility. 

27 Sec. 8. Minnesota Statutes 2004, section 270.30, 

28 subdivision 8, is amended to read: 

29 Subd. 8. [EXEMPTIONS; ENFORCEMENT PROVISIONS.] J..!l The 

30 provisions of sttbd±v±s±ens-6-and-7 this section, except for 

31 subdivision 4, do not apply to: '. · 

32 (1) an attorney admitted to practice under section 481.01; 

33 (2) a certified public accountant he%d±n~-a-eert±£±eate 

34 ttnder-seet±en-3~6AT94-er-a-~ersen-±sstted-a-perm±t-te-praet±ee 

35 ttnder-seet±en-3~6AT95 or other person who is subject to the 

36 jurisdiction of the State Board of Accountancy; and 
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1 (3) a-~erson-des±gnated-as-a-registered-aeeottnt±ng 

2 praet±tioner-ttnder-M±nnesota-Rtt%es7-part-%%65•66667-or-a 

3 reg±stered-aeeottnt±ng~praet±t±oner-£±rm-±sstted-a-~erm±t-ttnder 

4 Minnesota-Rtt%es7-part-%%65.~%66; 

5 t4t an enrolled agent who has passed the special enrollment 

6 examination administered by the Internal Revenue Service;-and~ 

7 (b) The provisions of this section do not apply to: 

8 tSt ill any fiduciary, or the regular .employees of a 

9 fiduciary, while acting on behalf of the fiduciary estate, the 

10 testator, truster, granter, or beneficiaries of them; 

11 (2) a tax preparer who provides tax preparation services 

12 for fewer than six clients in a calendar year; 

13 (3) tax preparation services to a spouse, parent, 

14 grandparent, child, or sibling of the tax preparer; and 

15 (4) the preparation by an employee of the tax return of the 

16 employee's employer. 

17 Sec. 9. [270.301] [PUBLICATION OF NAMES OF TAX PREPARERS 

18 SUBJECT TO PENALTIES.] 

19 Subdivision 1. [PUBLICATION OF LIST.] Notwithstanding any 

20 other law, the commissioner must publish as provided in this 

21 section a list or lists of tax preparers subject to penalties. 

22 Subd. 2. [REQUIRED AND EXCLUDED.TAX PREPARERS.] J..!l 

23 Subject to the limitations of paragraphs (b) and (c), the 

24 commissioner must publish lists of the tax preparers described 

25 in subdivision 1. Th~ list must include: 

26 (1) the tax preparers who have been assessed penalties 

27 under section 289A.60, subdivision 13, or who have been 

28 convicted under section 289A.63; 

29 (2) tax preparers against whom cumulative penalties of 

30 $1,000 or more have been assessed under section 270.30, 

31 subdivision 6; and 

32 (3) tax preparers whose authority to transmit returns 

33 electronically has been terminated under section 270.30, 

34 subdivision 6, or under section 289A.60, subdivision 13. 

35 The list may include tax preparers against whom cumulative 

36 penalties of less than $1,000 have been assessed. 
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1 (b) For the purposes of this section, a penalty was not 

2 assessed if: 

3 (1) an administrative or court action contesting the 

4 penalty has been filed or served and is unresolved at the time 

5 when notice would be given under subdivision 3; or· 

6 (2) an appeal period to contest the penalty has not expired. 

7 (c) Penalties are not subject to publication if: 

8 (1) the commissioner is in the process of reviewing or 

9 adjusting the penalty; or 

10 (2) the commissioner has been notified that the tax 

11 preparer is deceased. 

12 Subd. 3 •. [NOTICE TO TAX PREPARER.] (a) At least 30 days 

13 before publishing the name of a tax preparer subject to penalty, 

14 the commissioner shall mail a written notice to the tax 

15 preparer, detailing the amount and nature of each penalty and 

16 the intended publication of the information listed in 

17 subdivision 4 related to the penalty. The notice must be mailed 

18 by first class and certified mail addressed to the last known 

19 address of the tax preparer. The notice must include 

20 information regarding the excepti.ons listed in subdivision 2 and 

21 must state that the tax preparer's information will not be 

22 published if the tax preparer provides information establishing 

23 that subdivision 2 prohibits publication of the tax preparer's 

24 name. 

25 (b) After at least 30 days has elapsed since the notice· was 

26 mailed and the tax preparer has not proved to the commissioner 

27 that subdivision 2 prohibits publication, the commissioner may 

28 publish in a list of tax preparers subject to penalty the 

29 information about the tax preparer that is listed in subdivision 

30 4. 

31 Subd. 4. [FORM OF LIST.] The list.may be published by any 

32 medium or method. The list must contain the name, associated 

33 business name or names, address or addresses, and violation or 

34 violations for which a penalty was imposed of each tax preparer 

35 subject to administrative penalty. 

36 Subd. s. [REMOVAL FROM LIST.] The commissioner shall 
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1 remove the name of a tax preparer from the list of tax preparers 

2 published under this section when: 

3 (1) the commissioner determines that the name was included 

4 on the list in error; 

s (2) 90 days have elapsed since the preparer has fully paid 

6 all fines imposed, served any suspension, and demonstrated to 

7 the satisfaction of the commissioner that the preparer has 

8 successfully completed any remedial actions required by the 

9 commissioner, the State Board of Accountancy, or the Lawyers 

10 Board of Professional Responsibility; or 

11 (3) the commissioner has been notified that the tax 

12 preparer is deceased. 

13 Subd. 6. [NAMES PUBLISHED IN ERROR.] If the' commissioner 

14 publishes a name under subdivision 1 in error, the ·tax preparer 

15 whose name was erroneously published has a right to request a 

16 retraction and apology. If the tax preparer so requests, the 

17 commissioner shall publish a re.traction and apology 

18 acknowledging that the tax preparer.'s name was published in 

19 error. The retraction and apology must appear in the same 

20 medium and the same format as the original list that contained 

21 the name.listed in error. 

22 Subd. 7. [PAYMENT OF DAMAGES.] Actions against the 

·23 commissioner of revenue or the state of Minnesota arising out of 

. 24 the implementation of this program must be brought under section 

25 270.276. 

26 [EFFECTIVE DATE.] The requiremenf of subdivision 2, 

27 paragraph (a), clause (2), is effective for crimes committed on 

28 or after August 1, 2005. The remainder of subdivision 2 is 

29 effective for tax preparers engaging in conduct described in 

30 subdivision 2, paragraph (a), clause (1) or (3), on or after 

31 August 1, 2005. 

32 Sec. 10. Minnesota Statutes 200~, section 270A.03, 

33 subdivision s, is amended to read: 

34 Subd. s. [DEBT.] "Debt" means a legal obligation of. a 

35 natural person to pay a fixed and certain amount of money, which 

36 equals or exceeds $25 and which is due and payable to a claimant 
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1 agency. The term includes criminal fines imposed under section 

2 609.10 or 609.125, fines __ imposed for petty misdemeanors as 

3 defined in section 609.02, subdivision 4a, and restitution. The 

4 term also includes the co-payment for the appointment of a 

5 district public defender imposed under section 611.17, paragraph 

6 (c). A debt may arise under a contractual or statutory 

7 obligation, a court order, or other legal obligation, but need 

8 not have been reduced to judgment. 

9 · A debt includes any legal obligation of a current recipient 

10 of assistance which is based on overpayment of an assistance 

11 grant where that payment is based on a client waiver or an 

12 administrative or judicial finding of an intentional program 

13 violation; or where the debt is owed to a program wherein the 

14 debtor is not a client at the time notification is provided to 

15 initiate recovery under this chapter and the debtor is not a 

16 current recipient of food support, transitional child care, or 

17 transitional medical assistance. 

18 A debt does not include any legal obligation to pay a 

19 claimant agency for medical care, including hospitalization if 

20 the income of the debtor at the time when the medical care was 

21 rendered does not exceed the following amount: 

22 (ll for an unmarried debtor, an income of $8,800 or less; 

23 (2) for a debtor with one dependent, an income of $11,270 

24 or less; 

25 (3) for a debtor with two dependents, an income of $13,330 

26 or less; 

27 (4) for a debtor with three dependents, an income of 

28 $15,120 or less; 

29 (5) for a debtor with four dependents, an income of $15,950 

30 or less; and 

31 (6) for a debtor with five:·or more.dependents, an income of 

32 $16,630 or less. 

33 The income amounts in this subdivision shall be adjusted 

34 for inflation for debts incurred in calendar years 2001 and 

35 thereafter. The dollar amount of each income level that applied 

36 to debts incurred in the prior year shall be increased in the 
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1 same manner as provided in section l(f) of the Internal Revenue 

2 Code of 1986, as amended through December 31, 2000, except that 

3 for the purposes of this subdivision the percentage increase 

4 shall be determined from the year starting September 1, 1999, 

s and ending August 31, 2000, as the base year for adjusting for 

6 inflation for debts incurred after December 31, 2000. 

7 Debt also includes an agreement to pay a MinnesotaCare 

8 premium, regardless of the dollar amount of the premium 

9 authorized under section 256L.15_, subdivision la. 

10 Sec. 11. Minnesota Statutes 2004, section 289A.08, 

11 subdivision 16, is amended to read: 

12 Subd. 16. [TAX REFUND OR RETURN PREPARERS; ELECTRONIC 
l 

13 FILING; PAPER FILING FEE IMPOSED.] (a) A "tax refund or return 

14 preparer," as defined in section 289A.60, subdivision 13, 

15 paragraph tgt i!Ll_, who prepared more than 588 100 Minnesota 

16 individual income tax returns for the prior calendar year must 

17 tile all Minnesota individual income tax returns prepared for 

18 the current calendar year by electronic means. 

19 (b) Por-tax-retttrns-prepared-£or-tne-tax-year-beginning-in 

20 %99%1-the-4 5994 -in-paragrapn-tat-is-redtteed-to-%50• 

21 tet-Por-tax-retttrns-prepared-£or-tax-years-beginning-a£ter 

22 Beeember-3%1-%00%1-the-4 5094 -in-paragrapn-tat-is-redtteed-to-%00• 

23 tdt Paragraph (a) does not apply to a return if the 

24 taxpayer has indicated on the return that the taxpayer did not 

25 want the return filed by electronic means. 

26 tet 1£1 For each return that is not ·filed electronically by 

27 a· tax refund or return preparer under this subdivision, 

28 including returns filed under paragraph (d), a paper filing fee 

29 of $5 is imposed upon the preparer. The fee is collected from 

30 the preparer in the same manner as income tax. The fee does not 

. 31 apply to returns that the commissioner requires to be filed in 

32 paper form. 

33 Sec. 12. Minnesota Statutes 2004, section 289A.60, 

34 subdivision 13, is amended to read: 

35 Subd. 13. [PENALTIES FOR TAX RETURN PREPARERS.] (a) If an 

36 understatement of liability with respect to a return or claim 
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1 for refund is due to a willful attempt in any manner to 

2 understate the liability for a tax by. a person who is a tax 

3 return preparer with respect to the return or claim, the person 

4 ·shall pay to the commissioner a penalty of $500. If a part of a 

5 property tax refund claim is excessive due to a willful attempt 

6 in any manner to overstate the claim for relief allowed under 

7 chapter 290A by a person who is a tax refund or return preparer, 

8 the person shall pay to the commissioner a penalty of $500 with 

9 respect to the claim. These penalties may not be assessed 

10 against the employer of a tax return preparer unless the 

11 employer .was actively involved in the willful attempt to 

12 understate the liability for a tax or to overstate the claim for 

13 refund. These penalties are income tax liabilities and may be 

14 assessed at any time as provided in section 289A.38, subdivision 

15 5. 

16 (b) A civil action in the name of the state of Minnesota 

17 may be commenced to enjoin any person who is a tax return 

18 preparer doing business in this state from further engaging in 

19 any conduct described in paragraph (c). An action under this 

20 paragraph must be brought by the attorney general in the 

21 district court for the judicial district of the tax return 

22 preparer's residence or principal place of business, or in which 

23 the taxpayer with respect to whose tax return the action is 

24 brought resides. The court may exercise its jurisdiction over 

25 the action separate and apart from any othe~ action brought by 

26 the state of Minnesota against the tax return preparer or any 

27 taxpayer. 

28 (c) In an action under paragraph (b), if the court finds 

29 that a tax return preparer has: 

30 (1) engaged in any conduct subject to a civil penalty under 

31 section 289A.60 or a criminal p~rialty under section 289A.63; 

32 (2) misrepresented the preparer's eligibility to practice 

33 before the Department of Revenue, or otherwise misrepresented 

34 the preparer•s experience or education as a tax return preparer; 

35 (3) guaranteed the payment of any tax refund or the 

36 allowance of any tax credit; or 
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l (4) engaged in any other fraudulent or deceptive conduct 

2 that substantially interferes with the proper administration of 

3 state tax law, and injunctive relief is appropriate to prevent 

4 the recurrence of that conduct, 

5 the court may enjoin the person from further engaging in that 

6 conduct. 

7 (d) If the court finds that a tax return preparer has 

8 continually or repeatedly engaged in conduct described in 

9 paragraph (c), and that an injunction prohibiting that conduct 

10 would not be sufficient to prevent the person's interference 

11 with the proper administration of state tax laws, the court may 

12 enjoin the person from acting as a tax return preparer. The 

13 court may not enjoin the employer of a tax return preparer for 

14 conduct described in paragraph (c) engaged in by one or more of 

15 the employer's employees unless the employer was also ~ctively 

16 involved in that conduct. 

17 (e) The commissioner may terminate or suspen~ a tax 

18 preparer's authority to transmit returns electronically to the 

19 state, if the commissioner determines that the tax preparer has 

20 engaged in a pattern and practice of conduct in violation of 

21 this subdivision or of section 289A.63. 

22 j_fl For purposes of this subdivision, the term 

23 "understatement of liability" means an understatement of the net 

24 amount payable with respect to a tax imposed by state tax law, 

25 or an overstatement of the net amount creditable or refundable 

26 with respect to a tax. The determination of whether or not 

27 there- is an und~rstatement of liability must be made without 

28 regard to any administrative or judicial action involving the 

29 taxpayer. For purposes of this subdivision, the amount 

30 determined for underpayment of estimated tax under either 

31 section 289A.25 or 289A.26 is not considered an understatement 

32 of liability. 

33 t£t l9l For purposes of this subdivision, the term 

34 "overstatement of claim" means an overstatement of the net 

35 amount refundable with respect to a claim for property tax 

36 relief provided by chapter 290A. The determination of whether 
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1 or not there is an overstatement of a claim must be made without 

2 regard to administrative or judicial action involving the 

3 claimant. 

4 tgt ill For purposes of this section, the term "tax refund 

5 or return preparer" means an individual who prepares for 

6 compensation, or who employs one or more individuals to prepare 

7 for compens~tion, a return of tax, or a claim for refund of 

8 tax. The preparation of a substantial part of a return or claim 

9 for refund is treated as if it were the preparation of the 

10 entire return or claim for refund. An individual is not 

11 considered a tax return preparer merely because the individual: 

12 (1) gives typing, reproducing, or other mechanical 

13 assistance; 

14 (2) prepares a return or claim for refund of the employer, 

15 or an officer or employee of the employer, by whom the 

16 individual is regularly and continuously employed; 

17 (3) prepares a return or claim for refund of any person as 

18 a fiduciary for that person; or 

19 (4) prepares a claim for refund for a taxpayer in response 

20 to a tax order issued to the taxpayer. 

21 Sec. 13. Minnesota Statutes 2004, section 290A.07, is 

22 amended by adding a subdivision to read: 

23 Subd. s. [EARLY PAYMENT; E-FILE CLAIMS.] The commissioner 

24 may pay a claim up to 30 days earlier than the first permitted 

25 date·under subdivision 2a or 3 if the claim is submitted by 

26 electronic means. 

27 [EFFECTIVE DATE.] This section is effective the day 

28 following final enactment. 

29 Sec. 14. Minnesota Statutes 2004, section 297A.61, 

30 subdivision 4, is amended to read: 

31 Subd. 4. [RETAIL SALE.] {a) A "retail sale" means any 

32 sale, lease, or rental for any purpose other than resale, 

33 sublease, or subrent. 

34 {b) A sale of property used by the owner only by leasing it 

35 to others or by holding it in an effort to lease it, and put to 

36 no use by the owner othe~ than resale after the lease or effort 
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1 to lease, is a sale of property for resale. 

2 (c) A sale of master computer so~tware that is purchased 

3 and used to make copies for sale or lease is a sale of property 

4 for resale. 

5 (d) A sale of building materials, supplies, and equipment 

6 to owners, contractors, subcontractors, or builders for the 

7 erection of buildings or the alteration, repair, or improvement 

8 of real property is a retail sale in whatever quantity sold, 

9 whether the sale is for purposes_ of resale in the form of real 

10 property or otherwise. 

11 (e) A sale of carpeting, linoleum, or similar floor 

12 covering to a person who provides for installation of the floor 

13 covering is a retail sale and no~ a sale for resale since a sale 

14 of floor covering which includes installation is a contract for 

15 the improvement of real property. 

16 (f) A sale of shrubbery, plants, sod, trees, and similar 

17 items to a person who provides for installation qf the items is 

18 a retail sale and not a sale for resale since a sale of 

19 shrubbery, plants, sod, trees, and similar items that includes 

20 installation is a contract for the improvement of real property. 

21 (g) A sale of tangible personal property that is awarded as 

22 prizes is a retail sale and is not considered a sale of property 

23 for resale. 

24 (h) A sale of tangible personal property utilized or 

25 employed in the furnishing or providing of services under 

26 subdivision 3, paragraph (g), clause (1), including, but not 

27 limited to, property given as promotional items, is a retail 

28 sale and is not considered a sale of property for resale .• 

29 (i) A sale of tangible personal property used in conducting 

30 lawful gambling under chapter 349 or the state lottery under 

31 chapter 349A, including, but not- limited to, property given as 

32 promotional items, is a retail sale and is not considered a sale 

33 of property for resale. 

34 (j) A sale of machines, equipment, or devices that are used 

35 to furnish, provide, or dispense goods or services, including, 

36 but not limited to, coin-operated devices, is a retail sale and 
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1 is not considered a sale of property for resale. 

2 (k) In the case of a lease, a retail sale occurs ill when 

3 an obligation to m~ke a lease payment becomes· due under the 

4 terms of the agreement or the trade practices of the lessor or 

5 (2) in the case of a lease of a motor vehicle, as defined in 

6 section 297B.Ol, subdivision 5, but excluding vehicles with a 

7 manufacturer's gross vehicle weight rating greater than 10,000 

8 pounds and rentals of vehicles for not more than 28 days, at the 

9 time the lease is executed. 

10 (1) In the case of a conditional sales contract, a retail 

11 sale.occurs upon the transfer of title or possession of the 

12 tangible personal property. 

13 [EFFECTIVE DATE.] This section is effective for leases 

14 entered into after September 30, 2005. 

15 Sec. 15. Minnesota Statutes 2004, section 297A.67, is 

16 amended by adding a subdivision to read: 

17 Subd. 32. [CIGARETTES.] Cigarettes upon which a tax has 

18 been imposed under section 297F.25 are exempt. 

19 [EFFECTIVE.DATE.] This section is effective for sales and 

20 purchases made after July 31, 2005. 

21 Sec. 16. [297A.825] [MOTOR VEHICLE LEASES.] 

22 Subdivision 1. [MOTOR.VEHICLE LEASE PRICE; PAYMENT.] ill 

23 In the case of a lease of a motor vehicle as provided in section 

24 297A.61, subdivision 4, paragraph (k), clause (2), the tax is 

25 imposed on the total amount to be paid by the lessee under the 

26 lease agreement. The lessor shall collect the tax in full at 

27 the time the lease is executed or, if the tax is included in the 

28 lease and the lease is assigned, the tax is due from the 

29 original lessor at the time the lease is assigned. The total 

30 amount to be paid by the lessee under the lease agreement eguals 

31 the agreed-upon value of the vehicle iess manufacturer's 

32 rebates, the stated residual value of the leased vehicle, and 

33 the total value allowed for a vehicle owned by the lessee taken 

34 in trade by the lessor, plus the price of any taxable goods and 

35 services included in the lease and the rent charge as provided 

36 by Code of Federal Regulations, title 12, section 213.4, 
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1 excluding any rent charge related to the capitalization of the 

2 tax. 

3 (b) If the total amount paid by the lessee for use of the 

4 leased vehicle includes amounts that are not calculated at the 

5 time the lease is executed, the tax is imposed and must be 

6 collected by the lessor at the time the amounts are paid by the 

7 lessee. In the case of a lease which by its terms may be 

8 renewed, the sales tax is due and payable on the total amount to 

9 be paid during the initial term of the lease, and then for each 

10 subsequent renewal period on the total amount to be paid during 

11 the renewal period. 

12 (c) If a lease is canceled or rescinded on or before 90 

13 days of its.~xecution or if a vehicle is returned to the 

14 manufacturer under section 325F.665, the lessor may file a claim 

15 for a refund of the total tax paid minus the amount of tax due 

16 for the period the vehicle is used by the lessee. 

17 (d) If a lessee's obligation to make payments on a lease is 

18 canceled more than 90 days after its execution, a credit is 

19 allowed against sales tax or motor vehicle sales tax due on a 

20 subseguent lease or purchase of a motor vehicle if that lease or 

21 purchase is consummated within 30 days of the date the prior 

22 lease was canceled. The amount of the credit shall be egual to 

23 (1) the sales tax paid at the inception of the lease, multiplied 

24 by (2) the ratio of the number of full months remaining in the 

25 lease at the time of termination compared to the term of the 

26 lease used in calculating sales tax paid at the inception of the 

27 lease. 

28 Subd. 2. [LEASE OF MOTOR VEHICLES.] When the lease of a 

29 motor vehicle as defined in section 297A.61, subdivision 4, 

30 paragraph (k), clause (2), originates in another state, the 

31 sales tax under subdivision 1 shall be calculated by the lessor 

32 on the total amount that is due under the lease agreement after 

33 the vehicle is required to be registered in Minnesota. If the 

34 total amount to be paid by the lessee under the lease agreement 

35 has already been subjected to tax by another state, a credit for 

36 .taxes paid in the other state is allowed as provided in section 
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1 297A.80. 

2 [EFFECTIVE DATE.] Subdivision 1 of this section is 

3 effective for leases entered into after September 30, 2005. 

4 Subdivision 2 of this section is effective for vehicles 

5 registering in Minnesota after September 30, 2005. 

6 Sec. 17. Minnesota Statutes 2004, section 297F.Ol, is 

7 amended by adding a subdi~ision to read: 

8 Subd. lOa. [OUT-OF-STATE RETAILER.] "Out-of-state retailer" 

9 means a person engaged outside of this state in the business of 

10 selling, or offering to sell~ cigarettes or tobacco products· to 

11 consumers located in this state. 

12 [EFFECTIVE DATE.] This section is effective the day 

13 following final enactment. 

14 Sec. 18. [297F.031] [REGISTRATION REQUIREMENT.] 

15 Prior to making delivery sales or shipPing cigarettes or 

16 tobacco products in connection with any sales, an out-of-state 

17 retailer shall file with the Department of Revenue a statement 

18 setting forth the out-of-state retailer's name, trade name, and 

19 the address of the out-of-state retailer's principal place of 

. 20 business and any other place of business. 

21 Sec. 19. Minnesota Statutes 2004, section 297F.09, is 

22 amended by adding a subdivision to read: 

23 Subd. 4a. [REPORTING REQUIREMENTS.] No later than the 18th 

24 day of each calendar month, an out-of-state retailer that has 

25 made a delivery of cigarettes or tobacco products or shipped or 

26 delivered cigarettes or tobacco products into the state in a 

27 delivery sale in the previous calendar month shall file with the 

28 Department of Revenue reports in the form and in the manner 

29 prescribed by the commissioner of revenue that provides for each 

30 delivery sale, the name and address of the purchaser and the 

31 brand or brands and quantity of·. ·cigarettes or tobacco products 

32 sold. A tobacco retailer that meets the requirements of United 

33 States Code, title 15, section 375 et seq. satisfies the 

34 requirements of this subdivision. 

35 Sec. 20. Minnesota Statutes 2004, section 297F.14, 

36 subdivision 4, is amended to read: 
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average retail Erice. The weighted average retail Erice must be 

exEressed in cents Eer Eack when· rounded to the nearest 

one-tenth of a cent. The weighted average retail Erice must be 

determined annuall~, with new rates Eublished b~ Ma~ 1, and 
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l commissioner. The determination of the commissioner pursuant to 

2 this subdivision is not a "rule" and is not subject to the 

3 Administrative Procedure Act contained in chapter 14. As of 

4 August 11 2005, the tax is 21 cents per pack of 20 cigarettes. 

5 For packs of cigarettes with other than 20 cigarettes, the tax 

6 must be adjusted proportionally. 

7 Subd. 2. [PAYMENT.] Each taxpayer must remit payments of 

8 the taxes to the commissioner on the same dates prescribed under 

9 section 297F. 09, subdivision 1, for cigarette tax returns,· 

10 including the accelerated remittance of the June liability. 

11 Subd. 3. [RETURN.] A taxpayer must file a return with the 

12 commissioner on the same dates .prescribed under section 297F. 09, 

13 subdivision 1, for cigarette tax returns. Notwithstanding any 

14 other provisions of this chapter, the tax due on the return is 

15 based upon actual stamps purchased during the reporting period. 

16 Subd. 4. [FORM OF RETURN.] The return must contain the 

17 information and be in the form prescribed by the commissioner. 

18 Subd. 5. [TAX AS DEBT.] The tax that is required to be 

19 paid by the distributor is a debt from the retailer or cigarette 

20 subjobber to the distributor recoverable at law in the same 

21 manner as other debts. A cigarette retailer or subjobber must 

22 pay the tax imposed under subdivision l to the distributor 

23 before the 12th day of the month following the month in which 

24 the cigarettes were purchased from the distributor. 

25 Subd. 6. [SALES TAX STAMP.] Payment of the tax imposed 

26 under section 297F.05 and by.this section must be evidenced .by a 

27 dual-purpose single stamp affixed to each package. 

28 ·Subd. 7. [ADMINISTRATION.] The stamping, audit, 

29 assessment, interest, penalty, appeal, refund, and collection 

30 provisions applicable to the taxes imposed under this chapter 

31 

32 

33 

apply to taxes imposed under this section. 

Subd. 8. [DEPOSIT OF' REVENUES.] Notwithstanding the 

provisions of section 297F.10, the commissioner shall deposit 

34 all revenues, including penalties and interest, derived from the 

35 .tax imposed by this section, in the general fund. 

36 [EFFECTIVE DATE.] This section is effective for all sales 
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1 made on or after August 1, 2005. 

2 Sec. 22. Minnesota Statutes 2004, section 297I.05, 

3 subdivision 4, is amended to read: 

4 Subd. 4. [MUTUAL PROPERTY AND CASUALTY COMPANIES WITH 

5 TOTAL ASSETS LESS THAN $1,600,000,000 ON DECEMBER 31, 1989.] A 

6 tax is imposed on mutual insurance companies that sell both 

7 property and casualty eompanies insurance that had total assets 

8 greater than $5,000,000 at the end of the calendar year but that 

9 had total assets less than $1,60.0,000,000 on December 31, 1989. 

10 The rate of tax is equal to~ 

11 t%t-two-pereent-o£-gross-premittms-%ess-retttrn-p~emittms-on 

12 a%%-direet-bttsiness-reeeived-by-tne-insttrer-or-agents-o£-tne 

13 insttrer-in-Minnesota-£or-%i£e-insttranee1-in-easn-or-otnerwise1 

14 dttring-tne-year7-and 

15 fit 1.26 percent of gross premiums less return premiums on 

16 all other direct business received by the insurer or agents of 

17 the insurer in Minnesota, in cash or otherwise, during the yearL 

18 except for life insurance as provided iri subdivision.14. 

19 [EFFECTIVE DATE.] This section is effective for premiums 

20 received after December 31, 2005. 

21 Sec. 23. Minnesota Statutes 2004, section 297I.05, is 

22 amended by adding a subdivision to read: 

23 Subd. 14. [LIFE INSURANCE.] A tax is imposed on life 

24 insurance. The rate of ·tax eguals 1. 50 percent of gross 

25 premiums less return premiums on all direct business.received by 

26 the insurer or agents of the insurer in Minnesota for life 

27 insurance, in cash or otherwise, during the year. 

28 [EFFECTIVE DATE.] This section is effective for premiums 

29 received after December 31, 2005. 

30 Sec. 24. [325D.125] [EMPLOYERS NOT TO MISREPRESENT STATUS 

31 OF EMPLOYEES.] 

32 Subdivision 1. [MISREPRESENTATION PROHIBITED.] No employer. 

33 shall misrepresent the nature of its employment relationship 

34 with its employees to any federal, state,. or local government 

35 unit, to other employers or to its employees. An employer 

36 misrepresents the nature of its employment relationship with its 
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1 · employees if it makes any statement regarding the nature of the 

2 relationship that the employer does not in good faith believe to 

3 be true or if it fails to report individuals as employees when 

4 legally required to do so. 

5 Subd. 2. [EMPLOYEE COERCION PROHIBITED.] No employer shall 

6 require or request any employee to enter into any agreement, or 

. 7 sign any document, that results in misclassification of the 

8 employee as an independent ·contractor or otherwise does not 

9 accurately reflect the employment relationship with the employer. 

10 Subd. 3. [VIOLATIONS.] Any court finding any person guilty 

11 of violating this section shall tran~mit a copy of the 

12 documentation of the finding of guilt to the commissioner of 

13 labor and industry. The cominissioner of labor and industry 

14 shall report the finding of guilt to relevant state and federal 

15 agencies, including at least the commissioner of commerce, the 

16 commissioner of economic sequrity, the commissioner of revenue, 

17 the federal Internal Revenue Service, and the United States 

18 Department of Labor. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 25. [32SF.781] [REQUIREMENTS; TOBACCO PRODUCT 

22 DELIVERY SALES.] 

23 Subdivision 1. [DEFINITIONS.] (a) For purposes of this 

24 section, the following terms have the meanings given, unless the 

25 language or context clearly provides otherwise. 

26 (b) "Consumer" means an individual who purchases, receives, 

27 or possesses tobacco products for personal consumption and not 

28 for resale. 

29 (c) "Delivery sale" means: 

30 (1) a sale of tobacco products to a consumer in this state 

31 when: 

32 (i) the purchaser submits the order for the sale by means 

33 of a telephonic or other method of voice transmission, the mail 

34 or any other delivery service, or the Internet or other on-line 

35 service; or 

36 (ii) the tobacco products are delivered by use of the mail 
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1 or other delivery service; or 

2 (2) a sale of tobacco products that satisfies the criteria 

3 in clause (1), item (i), regardless of whether_ the seller is 

4 located inside or outside of the state. 

5 A sale of tobacco products to an individual in this state 

6 must be treated as ·a sale to a consumer, unless the individual 

7 is licensed as a distributor or retailer of tobacco products. 

8 (d) "Delivery- service" means a person, including the United 

9 States Postal Service, that is engaged in the commercial 

10 delivery of letters, packages, or other containers. 

11 (e) "Distributor" means a person, whether located inside or 

12 outside of this state, other than a retailer, who sells or 

13 distributes tobacco products in the state. Distributor does not 

14 include a tobacco products manufacturer, export warehouse 

15 proprietor, or importer with a valid permit under United States 

16 Code, title 26, section 5712 (1997), if the person sells or 

17 distributes tobacco products in this state only to distributors 

18 who hold valid and current licenses under the laws of ~ state, 

19 or to an export warehouse proprietor or another manufacturer. 

20 Distributo.r does not include a common or contract carrier that 

21 is transporting tobacco products under a proper bill of lading 

22 or freight bill that states the quantity, source, and 

23 destination of tobacco products, or a person who ships tobacco 

24 products through this state by common or contract carrier under 

25 a bill of lading or freight bill. 

26 (f) "Retail~r" means a person, whether located inside or 

27 outside this state, who sells or distributes tobacco products to 

28 a consumer in this state. 

29 ( g) "Tobacco products" means: 

30 (1) cigarettes, as defined in section 297F.Ol, subdivision 

31 3'; and 

32 (2) smokeless tobacco as defined in section 325F.76. 

33 Subd. 2. [REQUIREMENTS FOR ACCEPTING ORDER FOR DELIVERY 

34 SALE.] (a) This subdivision applies to acceptance of an order 

35 for a delivery sale of tobacco products • 

. 36 (b) When accepting the first order for a delivery sale from 
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1 a consumer, the tobacco retailer shall obtain the following 

2 information from the person placing the order: 

3 (1) a copy of a valid government-issued document that 

4 provides the person's name, current address, photograph, and 

5 date of birth; and 

6 (2) an original written statement signed by the person 

7 documenting that the person: 

8 (i) is of legal age to purchase tobacco products in the 

9 state; 

10 (ii) has made a choice whether to receive mailings from a 

11 tobacco retailer; 

12 (iii) understands that providing false information may be a 

13 violation of law; and 

14 (iv) understands that it is a violation of law to purchase 

15 tobacco products for subsequent resale or for delivery to 

16 persons who are under the legal age to purchase tobacco products. 

17 (c) If an order is made as a result of advertisement over 

18 the Internet, the tobacco retailer shall request the e-mail 

19 address of the purchaser and ·shall· receive payment by credit 

20 card or check prior to shipping. 

21 (d) Prior to shipping the tobacco products, the tobacco 

22 retailer shall verify the information provided under paragraph 

·23 (b) against a commercially available database. Any such 

24 database or databases may also include age and identity 

25 information from other government or validated commercial 

26 sources, if that additional information is regularly used by . 

27 government and businesses for the purpose of identity 

28 verification and authentication, and if the additional 

29 information is used only to supplement and not to replace the 

30 government-issued identification data in the age and identity 

31 verification process. 

32 Subd. 3. [REQUIREMENTS FOR SHIPPING A DELIVERY SALE.] .i!.1 

33 This subdivision applies to a tobacco retailer shipping tobacco 

34 products pursuant to a delivery sale. 

35 (b) The tobacco retailer shall clearly mark the outside of 

36 the package of tobacco products to be shipped "tobacco products -
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·l adult signature required" and to show the name of the tobacco 

2 retailer. 

3 (c) The tobacco retailer shall utilize a delivery service 

4 that imposes the following requirements: 

5 (1) an adult must sign for the delivery; and 

6 (2) the person signing for the delivery must show valid 

7 government-issued identification that contains a photograph of 

8 the person signing for the delivery and indicates that the 

9 person signing for the delivery is of legal age to purchase 

10 tobacco products and resides at the delivery address. 

11 (d) The retailer must provide delivery instructions that 

12 clearly indicate the requirements of this subdivision and must 

13 declare that state law requires compliance with the requirements. 

14 (e) No criminal penalty may be imposed on a person for a 

15 violation of this section other than a violation described in 

16 paragraph (f) or (g). Whenever it appears to the commissioner 

17 that any person has engaged in any act or practice constituting 

18 a violation of this section, and the violation is not within two 

19 years of any previous violation of this section, the 

20 commissioner shall issue and cause to be served upon the person 

21 an order requiring the person to cease and desist from violating 

22 this section. The order must give reasonable notice of the 

23 rights of the person to request a hearing and must state the 

24 reason for the entry of the order. Unless otherwise agreed 

25 between the parties, a hearing shall be held not later than 

26 seven days after the request for the hearing is received by the 

27 commissioner after which and within 20 days after the receipt of 

28 the administrative law judge's report and subsequent exceptions 

29 and argument, the commissioner shall issue an order vacating the 

30, cease and desist order, modifying it, or making it permanent as 

31 the facts require. If no hearing is requested.within 30 days of 

32 the service of the order, the order becomes final and remains in 

33 effect until modified or vacated by the commissioner. All 

34 hearings shall be conducted in accordance with the provisions of 

35 chapter 14. If the person to whom a cease and desist order is 

36 issued fails to appear at the hearing after being duly notified, 
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1 the person shall be deemed in default, and the proceeding may be 

2 determined against the person upon consideration of the cease 

3 and desist order, the allegations of which may be deemed to be 

4 true. 

s (f) Any person who violates this section within two years 

6 of a violation for which a cease and desist order was issued 

7 under paragraph {e), is guilty of a misdemeanor. 

8 {g) Any person who commits a third or subsequent violation 

9 of this section, including a violation for which a cease and 

10 desist order was issued under paragraph (c), within any 

11 subsequent two-year period is guilty of a gross misdemeanor. 

12 Subd. 4. [COMMON CARRIERS.] This section may not be 

13 construed as imposing liability upon any common carrier, or 

14 officers or employees of the common carrier, when acting within 

15 the scope of business of the common carrier. 

16 Subd. s. [REGISTRATION REQUIREMENT.] Prior to making 

17 delivery sales or shipping tobacco products in connection with 

18 any sales, an out-of-state retailer must meet the requirements 

19 of section 297F.031. 

20 Subd. 6. [COLLECTION OF TAXES.] (a) Prior to shipping any 

21 tobacco products to a purchaser in this state, the out-of-state 

22 retailer shall comply with all requirements of chapter 297F and 

23 shall ensure that all state excise taxes and fees that apply to 

24 such tobacco products have been collected and paid 'to the state 

25 and that all related state excise tax stamps or other indicators 

26 of state excise tax payment have been properly affixed to those 

27 tobacco products. 

28 (b) In addition to any penalties under chapter 297F, a 

29 distributor who fails to pay any tax due according to paragraph 

30 (a) shall pay, in addition to any other penalty, a penalty of 50 

31 percent of the tax due but unpaid. 

32 Subd. 7. [APPLICATION OF STATE LAWS.] All state laws that 

33 apPly to in-state tobacco product retailers shall apply to 

34 Internet and mail-order sellers that sell into this state. 

35 Subd. 8. [FORFEITURE.] Any tobacco product sold or 

36 attempted to be sold in a delivery sale that does not meet the 
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1 requirements of this section is deemed to be contraband and is 

2 subject to forfeiture in the same manner as and in accordance 

3 with the provisions of section .297F.21. 

4 Subd. 9. [CIVIL PENALTIES.) A tobacco retailer or 

5 distributor who violates this section or rules adopted under 

6 this section is subject to the following fines: 

7 (1) for the first violation, a fine of not more than 

8 $1,000; and 

9 (2) for the second and any subsequent violation, a fine of 

10 not more than $5,000.· 

11 Subd. 10. [ENFORCEMENT.] The attorney general may bring an 

12 action to enforce this section and may seek injunctive relief, 

13 including a preliminary or final injunction, and fines, 

14 penalties, and equitable relief and may seek to prevent or 

15 restrain· actions in violation of this section by any person or 

16 any person controlling such person. In addition, a violation of 

17 this section is a violation of the Unlawful Trade Practices Act, 

18 sections 3250.09 to 3250.16. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 26. Minnesota Statutes 2004, section 366.011, is 

22 amended to read: 

23 366.011 [CHARGES FOR EMERGENCY SERVICES; COLLECTION.) 

24 A town may impose a reasonable service charge for emergency 

25 services, including fire, rescue, medical, and related services 

26 provided by the town or contracted for by the town. If the 

27 service charge remains unpaid 30 days after a notice of 

28 delinquency is sent to the recipient of the service or the 

29 recipient's representative or .estate, the town or its contractor 

30 on behalf of the town may use any lawful means allowed to a 

31 private party for the collection of an unsecured delinquent 

32 debt. The town may also use the authority of section 366.012 to 

33 collect unpaid service charges of this kind from delinquent 

34 recipients of services who are owners of taxable real property 

35 in the ~own state. 

36 The powers conferred by this section are in addition and 
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1 supplemental to the powers conferred by any other law for a town 

2 to impose a service charge or assessment for a service provided 

3 by the town or contracted for by the town. 

4 Sec. 27. Minnesota Statutes 2004, section 366.012, is 

5 amended to read: 

6 366.012 [COLLECTION OF UNPAID SERVICE CHARGES.] 

7 If a town is authorized to impose a service charge en-ehe 

8 ewner1-~essee1-er-eeett~ane-e£-~ro~erey7-er-any-0£-ehem1 for a 

9 governmental service provided by_ the town, the town board may 

10 certify to the county auditor of the county in which the 

11 recipient of the services owns real property, on or before 

12 October 15 for each year, any unpaid service charges wh~ch shall 

13 then be collected together with property taxes levied against 

14 the property. The county auditor shall remit to the town all 

15 service charges collected by the auditor on behalf of the town. 

16 A charge may be certified to the auditor only if, on or before 

17 September 15, the town has given written notice to the property 

18 owner of its intention to certify the charge to the auditor. 

19 The service charges shall be subject to the same penalties, 

20 interest, and other conditions provided for the collection of 

21 property taxes. This section is in addition to other law 

22 authorizing the collection of unpaid. costs and service charges. 

23 Sec. 28. [COMPACTS; RETALIATORY TAXES.] 

24 The commissioner of revenue may enter into compact 

25 agreements with other states for the purpose of eliminating 

26 retaliatory insurance premiums tax provisions between this state 

27 and other states. The commissioner shall report to the 

28 chairpersons of the house and senate tax committees, on or 

29 before February l·, 2006, on the actions the commissioner has 

30 taken to enter into compact agreements with other states. 

31 Sec. 29. [FLOOR STOCKS TAl(.] 

32 Subdivision 1. [CIGARETTES.] A floor stocks cigarette 

33 sales tax is imposed on every person engaged in the business in 

34 this state as a distributor, retailer, subjobber, vendor, 

35 manufacturer, or manufacturer's representative of cigarettes, on 

36 the stamped cigarette's and unaff ixed stamps in . the person's 
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1 ·possession or under ·the person's control at 12:01 a.m. on August 

2 1, 2005. The tax is imposed at the rate of 21 cents per pack of 

3 20 cigarettes. For packs of cigarettes with other than 20 

4 cigarettes, the tax shall be adjusted proportionally. 

5 Each distributor, by August 10, 2005, shall file a return 

6 with the commissioner, in the form the commissioner prescribes, 

7 showing the stamped cigarettes and unaff ixed stamps on hand at 

8 12:01 a.m. on August 1, 2005, and the amount of tax due on the 

9 cigarettes and unaffixed stamps._ The tax imposed by this 

10 section is due and payable by September 7, 2005, arid after that 

11 date bears interest at the rate of one percent a month~ 

12 Each retailer, subjobber, ~ender, manufadturer, or 

13 manufacturer's representative, by August 10, 2005, shall file a 

14 return with the commissioner, in the form the commissioner 

15 prescribes, showing the cigarettes on hand at 12:01 a.m. on 

16 August 1, 2005, and the amount of tax due on the cigarettes. 

17 The tax imposed by this section is due and payable by September 

18 7, 2005, and after that date bears interest at the rate of one 

19 percent a·month. 

20 Subd. 2. [AUDIT AND ENFORCEMENT.] The tax imposed by this 

21 section is subject to the audit, assessment, penalty, and 

22 collection provisions applicable to the taxes imposed under 

23 Minnesota Statutes, chapter 297F. The commissioner may require 

24 a distributor to receive and maintain copies of floor stocks tax 

25 returns filed by all persons requesting a credit for returned 

26 cigarettes. 

27 Subd. 3. [DEPOSIT OF PROCEEDS.] The revenue from the tax 

28 imposed under this section shall be deposited by the 

29 commissioner in the state treasury and credited to the general 

30 fund. 

31 [EFFECTIVE DATE.] This section is effective August 1, 2005. 

32 ARTICLE 13 

33 DEPARTMENT OF REVENUE 

34 INCOME, CORPORATE FRANCHISE, AND ESTATE TAXES - SF1683 

35 Section 1. Minnesota Statutes 2004, section 289A.08, .. 

36 subdivision 3, is amended to read: 
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1 Subd. 3. [CORPORATIONS.] A corporation that is subject to 

2 the state's jurisdiction to tax under section 290.014, 

3 subdivision 5, must file a return, except that a foreign 

4 operating corporation as defined in section 290.01, subdivision 

5 6b, is not required to file a return. The commissioner shall 

6 adopt rules for the filing of one return on behalf of the 

7 members of .an affiliated group of corporations that are required 

8 to file a combined report. All members of an affiliated group 

9 that are required to file a combined report must file one return 

10 on behalf of the members of the group under ~ules adopted by the 

11 commissioner. If a corporation claims on a return that it has 

12 paid tax in excess of the amount of taxes lawfully due, that 

13 corporation may include on that return information necessary for 

14 payment· of the tax in excess of the amount lawfully due by 

15 electronic means. 

16 [EFFECTIVE DATE.] This section is effective for returns 

17 filed after December 31, 2005. 

18 Sec. 2. Minnesota Statutes 2004, section 289A.08, 

19 subdivision 7, is amended to read: 

20 Subd. 7. [COMPOSITE INCOME TAX RETURNS FOR NONRESIDENT 

21 PARTNERS, SHAREHOLDERS, AND BENEFICIARIES.] (a) The commissioner 

22 may allow a partnership with nonresident partners to file a 

23 composite return and to pay the tax on behalf of nonresident 

24 partners who have no other Minnesota source income. This 

25 composite return must include the names, addresses, Social 

26 Security numbers, income allocation, and tax liability for the 

27 nonresident partners electing to be covered by the composite 

28 return. 

29 (b) The computation of a partner's tax liability must be 

30 determined by multiplying the income allocated to that partner 

31 by the highest rate used to determine the tax liability for 

32 individuals under section 290.06, subdivision 2c. Nonbusiness 

33 deductions, standard.deductions, or personal exemptions are not 

34 allowed. 

35 (c) The partnership must submit a request to use this 

36 composite return filing method for nonresident partners. The 
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1 requesting partnership must file a composite return in the form 

2 prescribed by the commissioner of revenue. The filing of a 

3 composite return is considered a request to use the composite 

4 ·return filing method. 

5 (d) The electing partner must not have any Minnesota source 

6 income other than the income from the partnership and other 

7 electing partnerships. If it is determined that the electing 

8 partner has other Minnesota source income, the inclusion of the 

9 income and tax liability for that partner under this provision 

10 will not constitute a return to satisfy the requirements of 

11 subdivision 1. The tax paid for the individual as part of the 

12 composite return is allowed as a payment of the tax by the 

13 individual on the date on which the composite return payment was 

14 made. If the electing nonresident partner has no other 

15 Minnesota source income, filing of the composite return is a 

16 return for purposes of subdivision 1. 

17 (e) This subdivision does not negate the requirement that 

18 an individual pay estimated tax if the individual's liability 

19 would exceed the requirements set forth in section 289A.25. A 

20 composite estimate may, however, be filed in a manner similar to 

21 and containing the information required under paragraph (a). 

22 (f) If an electing partner's share of the partnership's 

23 gross income fro~ Minnesota sources is less than the filing 

24 requirements for a nonresident under this subdivision, the tax 

25 liability is zero •. However, a statement showing the partner's 

26 share of gross income must be included as part of the composite 

27 return. 

28 (g) The election provided in this subdivision is noe only 

29 available to any ~ partner oeher-ehan who has no other Minnesota 

30 source income and who is either (1) a full-year nonresident 

31 individual who-has-no-oeher-M±nnesoea-sottree-±neome or (2) a 

32 trust or estate that does not claim a deduction under either 

33 section 651 or 661 of the Internal Revenue Code. 

34 (h) A corporation defined in section 290.9725 and its 

35 nonresident shareholders may make an election under this 

36 paragraph. The provisions covering the partnership apply to the 
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1 corporation and the provisions applying to the partner apply to 

2 the shareholder. 

3 (i) Estates and trusts distributing current income only and 

4 the nonresident individual beneficiaries of the estates or 

5 trusts may make an election under this paragraph. The 

6 .provisions covering the partnership apply to the estate or 

7 trust. The provisions applying to the partner apply to the 

8 beneficiary. 

9 (j) For the purposes of this subdivision, "income" means 

10 the partner's share of federal adjusted gross income from the 

11 partnership modified by the additions provided in section 

12 290.01, subdivision 19a, clauses (6) and (7), and the 

13 subtractions provided in section 290.01, subdivision 19b, clause 

14 ( 11), to the extent the amount is assignable or allocab_le to 

15 Minnesota under section 290.17. The subtraction allowed under 

16 section 290.01, subdivision 19b, clause (11), is only allowed on 

17 the composite tax computation to the extent the electing partner 

18 would have been allowed the subtraction. 

19 [EFFECTIVE DATE.] This section is effective for tax years 

20 beginning after December 31, 2004. 

21 ·sec. 3. Minnesota Statutes 2004, section 289A.l8, 

22 subdivision 1, is amended to read: 

23 Subdivision 1. [INDIVIDUAL INCOME, FIDUCIARY INCOME, 

24 CORPORATE FRANCHISE, AND ENTERTAINMENT TAXES; PARTNERSHIP AND S 

25 CORPORATION RETURNS; INFORMATION RETURNS; MINING COMPANY 

26 RETURNS.] The returns required to be made under sections 289A.08 

27 and 289A.12 must be filed at the following times: 

28 (1) returns made on the basis of the calendar year must be 

29 filed on April 15 following the close of the calendar year, 

30 except that returns of corporations must be filed on March 15 

31 following the close of the calen.'dar year; 

32 (2) returns made on the basis of the fiscal year must be 

33 filed on the 15th ·day of the fourth month following the close of 

34 the fiscal year, except that returns of corporations must be 

35 filed on the 15th day of the third month following the close of 

36 the fiscal year; 
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1 (3) returns for a fractional part of a year must be filed 

2 on the 15th day of the fourth month following the end of the 

3 month in which falls the last day of the period for which the 

4 return is made, except that the returns of corporations must be 

s filed on the 15th day of the third month following the end of 

6 the mon~h tax year of the unitary group in which falls the last 

7 day of the period for which the return is made; 

8 (4) in the case of a final return of a decedent for a 

9 fractional part of a year, the return must be filed on the 15th 

10 day of the fourth month following the close of the 12-month 

11 period that began with the first day of that fractional part of 

12 a year; 

13 (5) in the case of the return of a cooperative association, 

14 returns must be filed on or before the 15th day of the ninth 

15 month following the close of the taxable year; 

16 (6) if a corporation has been divested from a unitary group 

17 and files a return for a fractional part of a year in which it 

18 was a member of a unitary business that files a combined report 

19 under section 290.34, subdivision 2, the divested corporation's 

20 return must be filed on the 15th day of the third month 

21 following the close of the common accounting period that 

22 includes the fractional year; 

23 (7) returns of entertainment entities must be filed on 

24 April 15 following ·the close of the calendar year; 

25 (8) returns required to be filed und~r section 289A.08, 

26 subdivision 4, must be filed on the 15th day of the fifth month 

27 following the close of the taxable year; 

28 (9) returns of mining companies must be filed on May 1 

29 following the close of the calendar year; and 

30 (10) returns required to be filed with the commissioner 

31 under section 289A.12, subdivision 2, 4 .to 10, or 14, must be 

32 filed within 30 days after being demanded by the commissioner. 

33 [EFFECTIVE DATE.I This section is effective for fractional 

34 years closing after December 31, 2004. 

35 Sec. 4. Minnesota Statutes 2004, section 289A.38, 

36 subdivision 7, is amended to read: 

Article 13 Section 4 356 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR DI UEH0785-l 

1 Subd. 7. [FEDERAL TAX CHANGES.] If the amount of income, 

2 i terns of tax preference, _deductions, or credits for any year of 

3 a taxpayer as reported to the Internal Revenue Service is 

4 changed or corrected by the commissioner of Internal Revenue or 

s other officer of the United States or other competent authority, 

6 or where a renegotiation of a contract or subcontract with the 

7 United States results in a change in income, items of tax 

8 preference, deductions, credits, or withholding tax, or, in the 

9 case of estate tax, where there are-adjustments to the taxable 

10 estate resulting in a change to the credit for state death 

11 taxes, the taxpayer shall report the change or correction or 

12 renegotiation results in writing to the commissioner. The 

13 report must be submitted within 180 days after the final 

14 determination and must be in the form of either an amended 

15 Minnesota estate, withholding tax, corporate franchise tax, or 

16 income tax return conceding the accuracy of the federal 

17 determination or a letter detailing how the federal 

18 determination is incorrect or does not change the Minnesota 

19 tax. An amended Minnesota income .tax return must be accompanied 

20 by an amended property tax refund return, if necessary. A 

21 taxpayer filing an amended federal tax return must also file a 

22 copy of the amended return with the commissioner of revenue 

23 within 180 days after filing the amended return. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 following final enactment. 

26 Sec. 5. Minnesota Statutes 2004, section 289A.50, 

27 subdivision la, is amended to read: 

28 Subd. la. [REFUND FORM.] On or before January 1, 2000, the 

29 commissioner of revenue shall prepare and make available to 

30 taxpayers a form for filing claims for refund of taxes paid in 

31 excess of the amount due. %£-e&e-eemm±ss±ener-£ai%s-ee-prepare 

32 a-£erm-ttnder-ehis-sttbd±vis±en-by-aanttary-%,-ieee7 -any-e%a±ms-£er 

33 re£ttnd-made-a£eer-aanttary-%1-i9991-and-ttp-ee-een-days-a£eer-ehe 

34 £erm-±s-made-ava±%ab%e-ee-eaxpayers-are-deemed-ee-be-made-±n 

35 eemp%ianee-w±~h-ehe-re~tt±remene~e£-ehe-£erm~ The commissioner 

36 may reguest corporate franchise taxpayers claiming a refund of 
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1 corporate franchise taxes paid in excess of the amount lawfully 

2 due to include on the claim for refund or amended return 

3 information necessary for payment of the taxes paid in excess of 

4 taxes lawfully due by electronic means. 

s [EFFECTIVE DATE.] This section is effective for claims for 

6 refund filed after December 31, 2005. 

7 Sec. 6. Minnesota Statutes 2004, section 289A.60, 

8 subdivision 6, is amended to read: 

9 Subd. 6. [PENALTY FOR FALSE OR FRAUDULENT RETURN, 

10 EVASION.] If a person files a false or fraudulent return, or 

11 claim for refund or attempts in any manner to evade or defeat a 

12 tax or payment of tax, there is imposed on the person a penalty 

13 equal to the sum of (1) 50 percent of the tax, less amounts paid 

14 by the person on the basis of the false or fraudulent return, 

15 due for the period to which the return related and (2) 50 

16 percent of .the portion of any refund claimed that is 

17 attributable to fraud. 

18 [EFFECTIVE DATE.] This section is effective for returns 

19 filed after December 31, 2005. 

20 Sec. 7. Minnesota Statutes 2004, section 289A.60, 

21 subdivision 12, is amended to read: 

22 Subd. 12. [PENALTIES RELATING TO PROPERTY TAX REFUNDS.] 

23 (a) %£-the-eemmissiener-determines-that-a-preperty-tax-re£ttnd 

24 e±aim-is-er-was-exeessive-and-was-£i±ed-wieh-£rattdtt±ent-intent7 

25 ehe-e±aim-mttse-be-disa±±ewed-in-£tt±±.--%£-ehe-e±aim-has-been 

26 paid1-the-amettne-disa±±ewed-may-be-reeevered-by-assessmene-and 

27 ee±±eei:ien• 

28 tbt If it is determined that a property tax refund claim is 

29 excessive and was negligently prepared, ten percent of the 

30 corrected claim must be disallowed. If the claim has been paid, 

31 the amount disallowed must be re.covered_ by assessment and 

32 collection. 

33 tet l!U. An owner who without reasonable cause fails to give 

34 a certificate of rent constituting property tax to a renter, as 

35 required by section 290A.19, paragraph (a), is liable to the 

36 commissioner for a penalty of $100 for each failure. 
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1 tet 1£1 If the owner or managing agent knowingly gives rent 

2 certificates that report total rent c~nstituting property taxes 

3 in excess of the amount of actual rent constituting property 

4 taxes paid on the rented part of a property, the owner or 

5 managing agent is liable for a penalty equal to the greater of 

6 (1) $100 or (2) 50 percent of the excess that is reported. An 

7 overstatement of rent constituting property taxes is presumed to 

8 be knowingly made if it exceeds by ten percent or more the 

9 actual rent constituting property taxes. 

10 [EFFECTIVE DATE.] This section is effective for returns 

11 filed after December 31, 2005. 

12 Sec. 8. Minnesota Statutes 2004, section 290.01, 

13 subdivision 19a, is amended to read: 

14 Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For 

15 individuals, estates, and trusts, there shall be added to 

16 federal taxable income: 

17 (l)(i) interest income on 6bligations of any state other 

18 than Minnesota or a political or governmental subdivision, 

19 municipality, or governmental agency or instrumentality of any 

20 state other than Minnesota exempt from federal income taxes 

21 under the Internal Revenue Code or any other federal statute; 

22 and 

23 (ii) exempt-interest dividends as defined in section 

24 852(b)(.5) of the Internal Revenue Code, except the portion of 

25 the exempt-interest dividends derived from interest income on 

26 obligations of the state of Minnesota or its political or 

27 governmental subdivisions, municipalities, governmental agencies 

28 or instrumentalities, but only if the portion of the 

29 exempt-interest dividends from such Minnesota sources paid to 

30 all shareholders represents 95 percent or more of the 

31 exempt-interest dividends that are paid.by the regulated 

32 investment company as defined in section 8Sl(a) of the Internal 

33 Revenue Code, or the fund of the regulated investment company as 

34 defined in section 851(g) of the Internal Revenue Code, making 

35 the payment; and 

36 (iii) for the purposes of items (i) and (ii), interest on 
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1 obligations of an Indian tribal ·government described in section 

2 787l(c) of the Internal ~evenue Code shall be treated as 

3 interest income on obligations of the state in which ·the tribe 

4 ·is located; 

5 (2) the amount of income taxes paid or accrued within the 

6 taxable year under this chapter and ±neeme the amount of taxes 

7 based on net income paid to any other state or to any province 

8 or territory of Canada, to the extent allowed as a deduction 

9 under section 63(d) of the Internal Revenue Code, but the 

10 addition may not be more than the amount by which the itemized 

11 deductions as allowed under section 63(d) of the Internal 

12 Revenue Code exceeds the amount of the standard deduction as 

13 defined in section 63(c) of the Internal Revenue Code. For the 

14 purpose of this paragraph, the disallowance of itemized 

15 deductions under section 68 of the- Internal Revenue Code of 

16 1986, income tax is the last itemized deduction disallowed; 

17 (3) the capital gain amount of a lump sum distribution to 

18 which the special tax under section 1122(h)(3)(B)(ii) of the Tax 

19 Reform Act of 1986, Public Law 99-514, applies; 

20 (4) the amount of income taxes paid or accrued within the 

21 taxable year under this chapter and ±neeme taxes based on net 

22 income paid to any other state or any province or territory of 

23 Canada, to the extent allowed as a deduction in determining 

24 federal adjusted gross income. For the purpose of this 

25 paragraph, income taxes do not include the taxes imposed by · 

26 sections 290.0922, subdivision 1, paragraph (b), 290.9727, 

27 290.9728, and 290.9729; 

28 

29 

(5) the amount of expense, interest, or taxes disallowed 

pursuant to section 290.10 other than expenses or interest used 

30 in computing net interest income for the subtraction allowed 

31 under subdivision 19b, clause (l); 

32 (6) the amount of a partner's pro rata share of net income 

33 which does not flow through to the partner because the 

34 partnership elected to pay the tax on the income under section 

35 6242(a)(2) of the Internal Revenue Code; and 

36 (7) 80 percent of the depreciation deduction allowed under 
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1 section 168(k) of the Internal Revenue Code. For purposes of 

2 this clause, if the taxpayer has an activity that in the taxable 

3 year generates a deduction for depreciation under section 168(k) 

4 and the activity generates a loss for the taxable year that the 

5 taxpayer is not allowed to claim for the taxable year, "the 

6 depreciation allowed under section 168(k)" for the taxable year 

7 is limited to excess of the depreciation claimed by the activity 

8 under section 168(k) over the amount of the loss from the 

9 activity that is not allowed in the taxable year. In succeeding 

10 taxable years when the.losses not allowed in the taxable year 

11 are allowed, the depreciation under section 168(k) is allowed. 

12 [EFFECTIVE DATE.] This section is effective for tax years 

13 beginning after December 31, 2004. 

14 Sec. 9. Minnesota Statutes 2004, section 290.01, 

15 subdivision 19b, is amended to read: 

16 Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.] For 

17 individuals, estates, and trusts, there shall be subtracted from 

18 federal taxable income: 

19 (1) net interest income on obligations of any authority, 

20 commission, or instrumentality of the United States to the 

21 extent includable in taxable income for federal income tax 

22 purposes but exempt from state income tax under the laws of the 

23 United States; 

24 (2) if included in federal taxable income, the amount of 

25 any overpayment of income tax to Minnesota or to any other 

26 state, for any previous taxable year, whether the amount is 

27 received as a refund or as a credit to another taxable year's 

28 income tax liability; 

29 (3) the amount paid to others, less the amount used to 

30 claim the credit allowed under section 290.0674, not to exceed 

31 $1,625 for each qualifying child. in grades kindergarten to 6 and 

32 $2,500 for each qualifying child.in grades 7 to 12, for tuition, 

33 textbooks, and transportation of each qualifying child in 

34 attending an elementary or secondary school situated in 

35 Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, 

36 wherein a resident of this ~tate may legally fulfill the state's 
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1 compulsory attendance laws, which is not operated for profit, 

2 and which adheres to the provisions o~ the Civil Rights Act ·of 

3 1964 and chapter 363A. For the purposes of this clause, 

4 "tuition" includes fees or tuition as defined in section 

5 290.0674, subdivision 1, clause (1). As used in this clause, 

6 "textbooks" includes books and other instructional materials and 

7 equipment purchased or leased for use in elementary and 

8 secondary schools in teaching only those subjects legally and 

9 commonly taught in public elementary and secondary schools in 

10 this state. Equipment expenses qualifying for deduction 

11 includes expenses as defined and limited in section 290.0674, 

12 subdivision 1, clause (3). "Textbooks" does not include 

13 instructional books and materials used in the teaching of 

14 religious tenets, doctrines, or worship, the purpose of which is 

15 to instill such tenets, doctrines, or worship, nor does it 

16 include books or materials for, or transportation to, 

17 extracurricular activities including sporting events, musical or 

18 dramatic events, speech activities, driver's education, or 

19 similar programs. For purposes of the subtraction provided by 

20 this clause, "qualifying child" has the meaning given in section 

21 32(c)(3) of the Internal Revenue Code; 

22 (4) income as provided under section 290.0802; 

23 (5) to the extent included in federal adjusted gross 

24 income, income realized on disposition of property exempt from 

25 tax under section 290.491; 

26 (6) to-the-extent-±ne%ttded-±n-£edera%-taxab%e-±neome7 

27 ~ostserv±ee-bene£±ts-£or-yottth-eommttn±ty-serv±ee-ttnder-seet±on 

28 i%4B.4%-£or-vo%ttnteer-serv±ee-ttnder-6n±ted-States-eode1-t±t%e 

29 4%1-seet±ons-i%69%-to-i%694T 

30 fTt to the extent not deducted in determining federal 

31 taxable income by .an individual:who does not itemize deductions 

32 for federal income tax purposes for the taxable year, an amount 

33 equal to SO percent of the excess of charitable contributions 

34 allowable as a deduction for the taxable year under section 

35 170(a) of the Internal Revenue Code over $500; 

·36 tat 111 f~r taxable years beginning before January 1, 2008, 

Article 13 Section 9 362 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 the amount of the federal small ethanol producer credit allowed 

2 under section 40(a)(3) of the Internal Revenue Code which is 

3 included in gross income under section 87 of the Internal 

4 Revenue Code; 

5 t9t _Ll!l for individuals who are allowed a federal foreign 

6 tax credit for taxes that do not qualify for a credit under 

7 section 290.06, subdivision 22, an amount equal to the carryover 

8 of subnational foreign taxes for the taxable year, but not to 

9 exceed the total subnational foreign taxes reported in claiming 

10 the foreign tax credit. For purposes of this clause, "federal 

11 foreign tax credit" means the credit allowed under section 27 of 

12 the Internal Revenue Code, and "carryover of subnational foreign 

13 taxes 11 equals the carryover allowed under section 904(c) of the 

14 Internal Revenue Code minus national level foreign taxes to the 

15 extent they exceed the federal foreign tax credit; 

16 f%6t 12.l in each of the five tax years immediately 

17 following the tax year in which an addition is required under 

18 subdivision 19a, clause (7), or 19c1 clause (15), in the case of 

19 a shareholder of a corporation that is an S corporation, an 

20 amount eq~al to one-fifth of the delayed depreciation. For 

21 purposes of this clause, "delayed depreciation" means the amount 

22 of the addition made by the taxpayer under subdivision 19a, 

23 clause (7), or subdivision 19c, clause (15), in the case of a 

24 shareholder of an S corporation, minus the positive value of any 

25 net operating loss under section 172 of the Internal Revenue 

26 Code generated for the tax year of the addition. The resulting 

27 delayed depreciation cannot be less than zero; and 

28 t:H:t QQl job opportunity building zone income as provided 

29 . under section 469. 316. 

30 [EFFECTIVE DATE.] The amendment to clause (9) is effective 

31 retroactively for tax years beginning after December 31, 2001. 

32 The rest of this section is effective for the tax years 

33 beginning.after December 31, 2004. 

34 Sec. 10. Minnesota Statutes 2004, section 290.01, 

35 subdivision 19c, is amended to read: 

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

2 taxable income: 

3 ( 1) the amount of. any deduction taken for federal income · 

4 tax purposes for income, excise, or franchise taxes based on net 

s income or related minimum taxes, including but not limited to 

6 the tax imposed under section 290.0922, paid by the corporation 

7 to Minnesota, another state, a political subdivision of another 

8 state, the District of Columbia, or any foreign country or 

9 possession of the United Statesi 

10 (2) interest not subject to federal tax upon obligations 

11· of: the United States, its possessions, its agencies, or its 

12 instrumentalities; the state of Minnesota or any other state, 

13 any of its political or governmental subdivisions, any of its 

14 municipalities, or any of its governmental agencies or 

15 instrumentalities; the District of Columbia; or Indian tribal 

16 governments; 

17 (3) exempt-interest dividends received as defined in 

18 section 852(b)(5) of the Internal Revenue Code; 

·19 (4) the amount of any net operating loss deduction taken 

20 for federal income tax purposes under section 172 or 832(c)(l0) 

21 of the Internal Revenue Code or operations loss deduction under 

22 section 810 of the Internal Revenue Code; 

23 (5) the amount of any special deductions taken for federal 

24 · income tax purposes under sections 241 to 247 of the Internal · 

25 Revenue Code; 

26 (6) losses from the business of mining, as defined in 

27 section 290.05, subdivision 1, clause (a), that are not subject 

28 to Minnesota income tax; 

29 · (7) the amount of any capital losses deducted for federal 

30 income tax purposes under sections 1211 and 1212 of the Internal 

31 Revenue· Code; 

32 (8) the exempt foreign trade income of a foreign sales 

33 corporation under sections 92l(a) and 291 of the Internal 

34 Revenue Code; 

35 ( 9) the amount of percentage depletion deducted under , 

36 sections 611 through 614 and 291 of the Internal Revenue Code; 
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1 (10) for certified pollution control facilities placed in 

2 service in a taxable year beginning before December 31, 1986, 

3 and for which amortization deductions were ·elected under section 

4 169 of the Internal Revenue Code of 1954, as amended through 

5 December 31, 1985, the amount of the amortization deduction 

6 allowed in computing federal taxable income for those 

7 facilities; 

8 (11) the amount of any deemed dividend from a foreign 

9 operating corporation determined_ pursuant to section 290.17, 

10 subdivision 4, paragraph· (g); 

11 (12) ehe-amottne-o£-any-en~±ronmenea%-ea~-~aie-ttneer-seeeion 

12 59fat-o£-ene-%neerna%-Re~entte-eoee; 

13 f±3t the amount of a partner's pro rata share of net income 

14 which does not flow through to the partner because the 

15 partnership elected to pay the tax on the income under section 

16 6242(a)(2) of the Internal Revenue Code; 

17 t±4t 1.!.!l. the amount of net income excluded under section 

18 114 of the Internal Revenue Code; 

19 f±St Jl:il any increase in subpart F income, as defined in 

20 section 952(a) of the Internal Revenue Code, for the taxable 

21 year when subpart F income is calculated without regard to the 

22 provisions of section 614 of Public Law 107-147; and 

23 f±6t 1ill 80 percent of the depreciation deduction allowed 

24 under section 168(k)(l)(A) and (k)(4)(A) of the Internal Revenue 

25 Code. For purposes of this clause, if the taxpayer has an 

26 activity that in the taxable year generates a deduction for 

27 depreciation under section 168(k)(l)(A) and (k)(4)(A) and the 

28 activity generates a loss for the taxable year that the taxpayer 

29 is not allowed to claim for the taxable year, "the depreciation 

30 allowed under section 168(k}(l)(A) and (k)(4)(A)" for the 

31 taxable year is limited to excess of the. depreciation claimed by 

32 the activity under section 168(k)(l)(A) and (k)(4)(A) over the 

33 amount of the loss from the activity that is not allowed in the 

34 taxable year. In succeeding taxable years when the losses not 

35 allowed in the taxable year are allowed, the depreciation under 

36 section 168(k)(l)(A) and (k)(4)(A) is allowed. 
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1 [EFFECTIVE DATE.] This section is effective the day 

2 following final enactment. 

3 Sec. 11. Minnesota Statutes 2004, section 290.06, . 

4 subdivision 22, is amended to read: 

5 Subd. 22. [CREDIT FOR TAXES PAID TO ANOTHER STATE.] (a) A 

6 taxpayer who is liable for taxes.based on er-measttred-by net 

7 income to another state, as provided in paragraphs (b) through 

8 (f), upon income allocated or apportioned to Minnesota, is 

9 entitled to a credit for the tax paid to another state if the 

10 tax is actually paid in the taxable year or a subsequent taxable 

11 year. A taxpayer who is a resident of this state pursuant to 

12 s'ection 290. 01, subdivision 7, e%attse-t%t paragraph ( b), and who 

13 is subject to income tax as a resident in the state of the 

14 individual's domicile is not allowed this credit unless the 

15 state of domicile does not allow a similar credit. 

16 (b) For an individual, estate, or trust, the credit is 

17 determined by multiplying the tax payable under this chapter by 

18 the ratio derived by dividing the income subject to tax in the 

19 other state that is also subject to tax in Minnesota while a 

20 resident of Minnesota by the taxpayer's federal adjusted gross 

21 income, as defined in section 62 of the Internal Revenue Code, 

22 modified by the addition required by section 290.01,·subdivision 

23 19a, clause (1), and the subtraction allowed by section 290.01, 

24 subdivision 19b, clause (1), to the extent the income is 

25 allocated or as~igned to Minnesota under sections 290.081 and 

26 290.17. 

27 (c) If the taxpayer is an athletic team that apportions all 

28 of its income under section 290.17, subdivision 5, the credit is 

29 determined by multiplying the tax payable under this chapter by" 

30 the ratio derived from dividing the total net income subject to 

31 tax in the other state by the taxpayer's Minnesota taxable 

32 income. 

33 (d) The credit determined under paragraph (b) or (c) shall 

34 not exceed the amount of tax so paid to the other state on the 

35 gross income earned within the other state subject to tax under 

36 this .chapter, nor ·Shall the allowance of the credit reduce the 
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1 taxes paid under this chapter to an amount less than what would 

2 be assessed if such income amount was excluded from taxable net 

3 income. 

4 (e) In the case of the tax assessed on a lump sum 

5 distribution under section 290.032, the credit allowed under 

6 paragraph (a) is the tax assessed by the other state on the lump 

7 sum distribution that is also subject to tax under section 

8 290.032, and shall not exceed the tax assessed under section 

9 290.032. To the extent the total lump sum distribution defined 

10 in section 290.032, subdivision 1, includes lump sum 

11 distributions received in prior years or is all or in part an 

12 annuity contract, the reduction to the tax on the lump sum 

13 distribution allowed under section 290.032, subdivision 2, 

14 includes tax paid to another state that is properly apportioned 

15 to that distribution. 

16 (f) If a Minnesota resident reported an item of income to 

17 Minnesota and is assessed tax in such other state on that same 

18 income after the Minnesota statute of limitations has expired, 

19 the taxpayer shall receive a credit for that year under 

20 paragraph (a), notwithstanding any statute of limitations to the 

21 contrary. The claim for the credit must be submitted within one 

22 year from the date the taxes were paid to the other state. The 

23 taxpayer must submit sufficient proof to show entitlement to a 

24 credit. 

25 (g) For the purposes of this subdivision, a resident 

26 shareholder of a corporation treated as an "S" corporation under 

27 section 290.9725, must be considered to have paid a tax imposed 

28 on the shareholder in an amount equal to the shareholder's pro 

29 rata share of any net income tax paid by the s corporation to 

30 another state. For the purposes of the preceding sentence, the 

31 term "net income tax" means any·. tax imposed on or measured by a 

32 corporation's net income. 

33 (h) For the purposes of this subdivision, a resident 

34 partner of an entity taxed as a partnership under the Internal 

35 Revenue Code must be considered to have paid a tax imposed on 

36 the partner in an amount equal to the partner's pro rata share 
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1 of any net income tax paid by the partnership to another state. 

2 For purposes of the preceding sentence, the term "net income" 

3 tax means any tax imposed on or measured by a partnership's net 

4 income. 

5 (i) For the purposes of this subdivision, "another state": 

6 (1) includes: 

7 (i) the District of Columbia; and 

8 (ii) a province or territory of Canada; but 

9 (2) excludes Puerto Rico and the several territories 

10 organized by Congress. 

11 (j) The limitations on the credit in paragraphs (b), (c), 

12 and (d), are imposed on a state by state basis. 

13 (k) For a tax imposed by a.province or territory of Canada, 

14 the tax for purposes of this subdivision is the excess of the 

15 tax over the amount of the foreign tax credit allowed under 

16 section 27 of the Internal Revenue Code. In determining the 

17 amount of the foreign tax credit allowed, the net income taxes 

18 imposed by Canada on the income are deducted first. Any 

19 remaining amount of the allowable foreign tax credit reduces the 

20 provincial or territorial tax that qualifies for the credit 

21 under this subdivision. 

22 [EFFECTIVE DATE.] This section is effective for tax years 

23 beginning after December 31, 2004. 

24 Sec. 12. Minnesota Statutes 2004, section 290.0674, 

25 subdivision 1, is .amended to read: 

26 Subdivision 1. [CREDI~ ALLOWED.] An individ\lal is allowed 

27 a credit against the tax imposed by this chapter in an amount 

28 equal to 75 percent of the amount paid for education-related 

29 expenses for a qualifying child in kindergarten through grade 

30 12. For purposes of this section, "education-related expenses" 

31 means: 

32 (1) fees or tuition for instruction by an instructor under 

33 section 120A.22, subdivision 10, clause (1), (2), (3), (4), or 

34 (5), or a member of the Minnesota Music Teachers Association, 

35 and who is not a lineal ancestor or sibling of the dependent for 

36 instruction outside the regular school day or school_year, 
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l including tutoring, driver's education offered as part of school 

2 curriculum, regardless of whether it is taken from a public or 

3 private entity or summer camps, in grade or age appropriate 

4 curricula that supplement curricula and instruction available 

5 during the regular school year, that assists a dependent to 

6 improve knowledge of core curriculum areas or to expand 

7 knowledge and skills under the gradttae~en-rtt%e-ttnder-seee~en 

8 %%9B.9%1-~ersgre~h-tet1-e%attses-t%t-ee-t7t1-t9t;-and-f %6t 

9 reguired academic standards under section 120B.021, subdivision 

10 1, and the elective standard under section 120B.022, subdivision 

11 1, clause (2), and that do not include the teaching of religious 

12 tenets, doctrines, or worship, the purpose of which is to 

13 instill such tenets, doc~rines, or worship; 

14 (2) expenses for textbooks, including books and other 

15 instructional materials and equipment purchased or leased .for 

16 use in elementary and secondary schools in teaching only those 

17 subjects legally and commonly taught in publ.ic elementary and 

18 secondary schools in this state. "Textbooks" does not include 

19 instructional books and materials used in the teaching of 

20 religious tenets, doctrines, or worship, the purpose of which is 

21 to instill such tenets, doctrines, or worship, nor does it 

22 include books or materials for extracurricular activities 

23 including sporting events, musical or dramatic events, speech 

24 activities, driver's education, or similar.programs; 

25 (3) a maximum expense of $200 per family for personal 

26 computer hardware, excluding single purpose processors, and 

27 educational software that assists a dependent to improve 

28 knowledge of core curriculum areas or to expand knowledge and 

29 skill$ under the gradttse~en-rtt%e-ttnder-seee~en-%%9B.9% required 

30 academic standards under section 120B.021, subdivision 1, and 

31 the elective standard under section 120B.022~ subdivision 1, 

32 clause (2), purchased for use in the taxpayer's home and not 

33 used in a trade or business regardless of whether the computer 

34 is required by the dependent's school; and 

35 (4) the amount paid to others for transportation of a 

36 qualifying child attending an elementary or secondary school 
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l situated in Minnesota, North Dakota, South Dakota, Iowa, or 

2 Wisconsin, wherein a resident of this state may legally fulfill 

3 the state's compulsory attendance laws, which is not operated 

4 for profit, and which adheres to the provisions of the Civil 

s Rights Act of 1964 and chapter 363A. 

6 For purposes of this section, "qualifying child" has the 

7 meaning given in section 32(c)(3) of the Internal Revenue Code. 

8 [EFFECTIVE DATE.] This section is effective for tax years 

9 beginning after December 31, 2004. 

10 Sec. 13. Minnesota Statutes 2004, section 290.0922, 

11 subdivision 2, is amended to read: 

12 Subd. 2. [EXEMPTIONS.] The following entities are exempt 

13 from the tax imposed by this section: 

14 (1) corporations exempt from tax under section 290.05; 

15 (2) real estate investment trusts; 

16 (3) regulated investment companies or a fund thereof; and 

17 (4) entities having a valid election in effect und~r 

18 section 860D(b) of the Internal Revenue Code; 

19 (5) town and farmers' mutual insurance companies; 

20 ( 6 ). cooperatives organized under chapter 308A or 308B that 

21 provide housing exclusively to persons age 55 and over and are 

22 classified as homesteads under section 273.124, subdivision 3; 

23 and 

24 (7) an entity, if for the taxable year all of its property 

25 is located in a job opportunity building zone designated under 

26 section 469.314 and all of its payroll is a job opportunity 

27 building zone payroll under section 469.310. 

28 Entities not specifically exempted by this subdivision are 

29 subject to tax under this section, notwithstanding section 

30 290.05. 

31 [EFFECTIVE DATE.] This section is effective for tax years 

32 beginning after December 31, 2004. 

33 Sec. 14. Minnesota Statutes 2004, section 291.005, 

34 subdivision 1, is amended to read: 

35 Subdivision l. [SCOPE.] Unless the context otherwise 

36 clearly requires, the following terms used in this chapter shall 
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1 have the following meanings: 

2 (1) "Federal gross estate" mean~ the gross estate of a 

3 decedent as valued and otherwise determined for federal estate 

4 tax purposes by federal tax~ng authorities pursuant to the 

5 provisions of the Internal Revenue Code. 

6 { 2) "Minnesota gross estate" 'means the federal gross estate 

7 of a decedent after {a) excluding therefrom any property 

8 included therein which has its situs outside Minnesota, and (b) 

9 including therein any property omitted from the federal gross 

10 estate which is includable therein, has its situs in Minnesota, 

11 and was not disclosed to federal taxing authorities. 

12 (3) "Personal representative" means the executor, 

13 administrator or other person appointed by the court to 

14 administer and dispose of the property of the decedent. If 

15 there is no executor, administrator or other person appointed, 

16 qualified, and acting within this state, then any person in 

17 actual or constructive possession of any property having a situs 

18 in this state which is included in the federal gross estate of 

19 the decedent shall be deemed to be a personal representative to 

20 the extent of the property and the Minnesota estate tax due with 

21 respect to the property. 

22 (4) "Resident decedent" means an individual whose domicile 

23 at the time of death was in Minnesota. 

24 {S) "Nonresident decedent" means an individual whose 

25 domicile at the time of death was not in Minnesota. 

26 (6) "Situs of property" means, with respect to real 

27 property, the state or country in which it is located; with 

28 respect to tangible personal property, the state or country in 

29 which it· was normally kept or located at the time of the 

30 decedent's death; and with respect to intangible personal 

31 property, the state or country in which.the decedent was 

32 domiciled at death. 

33 (7) "Commissioner" means the commissioner of revenue or any 

34 person to whom the commissioner has delegated functions under 

35 this chapter •. 

36 (8) "Internal Revenue Code" means the United States 
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1 Internal Revenue Code of 1986, as amended through December 31, 

2 %00% 2004. 

3 (9) "Minnesota adjusted taxable estate" means federal 

4 adjusted taxable estate as defined by section 20ll{b)(3) of the 

5 .Internal Revenue Code, increased by the amount of deduction for 

6 state death taxes allowed under section 2058 of the Internal 

7 Revenue Code. 

8 [EFFECTIVE DATE.] This section is effective for estates of 

9 decedents dying after December 3l, 2004. · 

10 Sec. 15. Minnesota Statutes 2004, section 291.03, 

11 subdivision 1, is amended to read: 

12 Subdivision 1. [TAX AMOUNT.] The tax imposed shall be an 

13 amount equal to the proportion of the maximum credit for state 

14 death taxes computed under section 2011 of the Internal Revenue 

15 Code, as amended through December 31, ~ooo, £er-seaee-deaeh 

16 taxes but using Minnesota adjusted taxable estate instead of 

17 . federal adjusted taxable estate, as the Minnesota gross estate 

18 bears to the value of the federal gross estate. The tax 

19 determined under this paragraph shall not be greater than the· 

20 £ederai-eseaee-eax amount computed by applying the rates and 

21 brackets under section 20011£l. of the Internal Revenue Code 

22 a£eer-ehe-aiiewanee-e£ to the Minnesota adjusted gross estate 

23 and subtracting the federal eredies credit allowed under section 

24 2010 of the Internal Revenue Code of 1986, as amended through 

25 December 31, 2000. For the purposes of this section, expenses 

26 which are deducted for federal income tax purposes under section 

27 ·642(g) of the Internal.Revenue Code as amended through December 

28 31, 2002, are not allowable in computing the tax under this 

29 chapter. 

30 [EFFECTIVE DATE.] This section is effective for estates of 

31 decedents dying after December 31, 2004~ 

32 Sec. 16 .. [REPEALER.] 

33 Minnesota Rules, parts 8093.2000 and 8093.3000, are 

34 repealed effective the day following final enactment. 

35 ARTICLE 14 

36 DEPARTMENT OF REVENUE 
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1 PROPERTY TAXES - SF1683 

2 Section 1. Minnesota Statutes 2004, section 4A.02, is 

3 amended to read: 

4 4A.02 [STATE DEMOGRAPHER.] 

s (a) The director shall appoint a state demographer. The 

6 demographer must be professionally competent in demography and 

7 must possess demonstrated ability based upon past performance. 

8 (b) The demographer shall: 

9 (1) continuously gather and develop demographic data 

10 relevant to the state; 

11 (2) design and test methods of research and data 

12 collection; 

13 (3) periodically prepare ~opulation projections for the 

14 state and designated regions and periodically prepare 

15 projections for each county or other political subdivision of 

16 the state as necessary to carry out the purposes of this 

17 section; 

18 (4) review, comment on, and prepare analysis of population 

19 estimates and projections made by state agencies, political 

20 subdivisions, other states, federal agencies, or nongovernmental 

21 persons, institutions, or commissions; 

22 (5) serve as the state liaison with the United States 

23 Bureau of the Census, coordinate state and federal demographic 

24 activities to the fullest extent possible, and aid the 

25 legislature in preparing a census data plan and form for each 

26 dece~nial census; 

27 (6) compile an annual study of population estimates on the 

28 basis of county, regional, or other political or geographical 

29 subdivision.s as necessary to carry out the purposes of this 

30 section and section 4A.03; 

31 (7) by January 1 of each year, issue a report to the 

32 legislature containing an analysis of the demographic 

33 implications of the annual population study and population 

34 projections; 

35 (8) prepare maps for all counties in the state, all 

36 municipalities with a population of 10,000 or more, and other 
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l municipalities as needed for census purposes, according to scale 

2 and detail recommended by the United .states Bureau of the 

3 Census, with the maps of cities showing precinct boundaries; 

4 (9) prepare an estimate of population and of the number of 

5 households for each governmental subdivision for which the 

6 Metropolitan Council does not prepare an annual estimate, and an 

7 estimate of population over age 65 for each county for which the 

8 Metropo.litan Council does not prepare an annual estimate, and 

9 convey the estimates to the governing body of each political 

10 subdivision by May June 1 of each year; 

11 (10) direct, under section 414.01, subdivision 14, and 

12 certify population and household estimates of annexed or 

13 detached areas of municipalities or towns after being notified 

14 of the order or letter of approval by the director; 

15 (11) prepare, for any purpose for which a population 

16 estimate is required by law or needed to implement a law, a 

17 population estimate of a municipality or town whose population 

18 is affected by action under section 379.02 or 414.01, 

19 subdivision 14; and 

20 (12) prepare an estimate of average household size for each 

21 statutory or home. rule charter city with a population of 2,500 

22 or more for which the Metropolitan Council does not prepare an 

23 annual estimate, and convey the estimate to the governing body 

24 of each affected city by May June 1 of.each year. 

25 {c) A governing body may challenge an estimate made under 

26 paragraph {b) by filing their specific objections in writing 

27 with the state demographer by June %9 24. If the challenge does 

28 not result in an acceptable estimate by-dttne-%4, the governing 

29 body may have a special census ·Conducted by the United States 

30 Bureau of the Census. The political subdivision must notify the 

31 state demographer by July 1 of its intent to have the special 

32 census conducted. The political subdivision must bear all costs 

33 of the special census. Results of the special census must be 

34 received by the state demographer by the next April 15 to be 

35 used in that year's May June l estimate to the political 

36 subdivision under paragraph {b). 
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1 (d) The state demographer shall certify the estimates of 

2 population and household size to the commissioner of revenue by 

3 July 15 each year, including any estimates still under objection. 

4 [EFFECTIVE DATE.] This section is effective the day 

5 following final enactment. 

6 Sec. 2. Minnesota Statutes 2004, section 168A.05, 

7 subdivision la, is amended to read: 

8 Subd. la. [MANUFACTURED HOME; STATEMENT OF PROPERTY TAX 

9 PAYMENT.] In the case of a manufactured home as defined in 

10 section 327.31, subdivision 6, the department shall not issue a 

11 certificate of title unless the application under section 

12 168A.04 is accompanied with a statement from the county auditor 

13 or county treasurer where the manufactured home is presently 

14 located, stating that all manufactured home personal property 

15 taxes levied on the unit in the name of the current owner at the 

16 time of transfer have been paid. For this purpose, manufactured 

17 home personal property taxes are treated as levied on January 1 

18 of the payable yeat. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 3. Minnesota Statutes 2004, section 270.11, 

22 subdivision 2, is amended to read: 

23 Subd. 2. [COUNTY ASSESSOR'S REPORTS OF ASSESSMENT FILED 

24 WITH COMMISSIONER.] Each county assessor shall file by April 1 

25 with the commissioner of revenue a copy of the abstract that. 

26 will be acted upon/by the local and county boards of review. 

27 The abstract must list the real and personal property in the· 

28 county itemized by assessment districts. The assessor of each 

29 county in the state shall file with the commissioner, within ten 

30 working days following final action of the local board of review 

31 or equalization and within five.days following final action of 

32 the county board of equalization, any changes made by the local 

33 or county board. The information must be filed in the manner 

34. prescribed by the commissioner. It must be accompanied by a 

35 printed or typewritten copy of the proceedings of the 

36 appropriate board. 
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1 The final abstract of assessments after adjustments by the 

2 State Board of Equalization and inclusion of any omitted 

3 ~roperty shall be submitted to the commissioner of revenue on or 

4 before September 1 of each calendar year. The final abstract 

5 must separately report the captured tax capacity of tax 

6 increment financing districts under section 469.177, subdivision 

7 2~ the metre~e~itan-reventte areawide net tax capacity 

8 contribution va~tte values determined under eeetien sections· 

9 276A.05, subdivision 1, and 473F.07, subdivision 1, and the 

10 value subject to.the power line credit under section 273.42. 

11 [EFFECTIVE DATE.] This section is effective the day 

12 following final enactment. 

13 Sec. 4. Minnesota Statutes 2004, section 270.16, 

14 subdivision 2, is amended to read: 

15 Subd. 2. [FAILURE TO APPRAISE.] When an assessor has 

16 failed to properly appraise at least ene-~ttarter one-fifth of 

17 the parcels of property in a district or ·county as provided in 

18 section 273.01, the commissioner of revenue shall appoint a 

19 special assessor and deputy assessor as necessary and cause a 

20 reappraisal to be made of the property due for reassessment in 

21 accordance with law. 

22 [EFFECTIVE DATE.] This section is effective the day 

23 following final enactment. 

24 Sec. 5. Minnesota Statutes 2004, section 272.01, 

25 subdivision 2, is amended to read: 

26 Subd. 2. [EXEMPT PROPERTY USED BY PRIVATE ENTITY FOR 

27 PROFIT.] (a) When any real or personal property which is exempt 

28 from ad valorem taxes, and taxes in lieu thereof, is leased, 

29 loaned, or otherwise made available and used by a private 

30 individual, as·sociation, or corporation in connection with a 

31 business conducted for profit, 'there shall be imposed a tax, for 

32 the privilege of so using o~ possessing such real or personal 

33 property, in the same amount and to the same extent as· though 

34 the lessee or user was the owner of such property. 

35 (b) The tax imposed by this subdivision shall not apply to: 

36 (1) property leased or used as a concession in or relative 
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1 to the use in whole or part of a public park, market, 

2 fairgrounds, port authority, economic development authority 

3 established under chap~er 469, municipal auditorium, municipal 

4 parking facility, municipal museum, or municipal stadium; 

s (2) property of an airport owned by a city, town,. county, 

6 or group thereof which is: 

7 (i) leased to or used by any person or entity including a 

8 fixed base operator; and 

9 (ii) used as a hangar for the storage or repair of aircraft 

10 or to provide aviation goods, services, or facilities to the 

11 airport or general public; 

12 the exception from taxation provided in this clause does not 

13 apply to: 

14 (i) property located at an airport owned or operated by the 

15 Metropolitan Airports Commission or by a city of over 50,000 

16 population according to the most recent federal census or such a 

17 city's airport authority; 

18 (ii) hangars leased by a private individual, association, 

19 or corporation in connection with a business conducted for 

20 profit other than an aviation-related· business; or 

21 (iii) facilities leased by a private individual,. 

22 association, or corporation in connection with a business for 

23 profit, that consists of a major jet engine repair facility 

24 financed, in whole or part, with the proceeds of state bonds and 

25 located in a tax increment financing district; 

26 (3) property constituting or used as a public pedestrian 

27 ramp or concourse'in connection with a public airport; er 

28 (4) property constituting or used as a passenger check-in 

29 area or ticket sale counter, boarding area, or luggage claim 

30 area in connection with a public airport but not the airports 

31 owned or operated by the Metropolitan Airports Commission or 

32 cities of over 50,000 population or an airport authority 

33 therein. Real estate owned by a municipality in connection with 

34 the operation of a public airport and leased or used for 

35 agricultural purposes is not exempt; 

36 (5) property leased, loaned, or otherwise made available to 
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1 a private individual, corporation, or association under a 

2 cooperative farming agreement made pursuant to section 97A.135; 

3 or 

4 (6) property leased, loaned, or otherwise made available to 

5 a private individual, corporation, or association under section 

6 272.68, subdivision 4. 

7 (c) Taxes imposed by this subdivision are payable as in the 

8 case of personal property taxes and shall be assessed to the 

9 lessees or users of real or pers_onal property in the same manner 

10 as taxes assessed to owners of real or personal property, except 

11 that such taxes shall not become a lien against the property. 

12 when due, the taxes shall constitute a debt due from the lessee 

13 or.user to the state, township, city, county, and school 

14 district for which the taxes were assessed and shall be 

15 collected in the same manner as personal property taxes. If 

16 property subject to the tax imposed by this subdivision is 

17 leased or used jointly by two or more persons, each lessee or 

18 user shall be jointly and severally liable for payment of the 

19 tax. 

20 (d) The tax on real property of the state or any of its 

21 political subdivisions that is leased by a private individual, 

22 association, or corporation and becomes taxable under this 

23 subdivision or other provision of law must be assessed and 

24 ~ollected as a personal property assessment. The taxes do not 

25 become a lien against the real property. 

26 [EFFECTIVE DATE.] This section is effective the day 

27 following final enactment. 

28 Sec. 6. Minnesota Statutes 2004, section 272.02, 

29 subdivision la, is amended to read: 

30 Subd. la. [LIMITATIONS ON EXEMPTIONS.] The exemptions 

31 .granted by subdivision 1 are subject to_the limits contained in 

32 the other subdivisions bf this section, section 272.025, er 

33 %73T±31-sttbdivision-%57-parograph-tet1-e±attse-t±t-er-tzt1-er 

34 paragraph-tdt1-e±attse-t%t and all other provisions of apPlicable 

35 law. 

36 [EFFECTIVE DATE.] This section is effective the day 
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1 following final enactment. 

2 Sec. 7. Minnesota Statutes 2004, section 272.02, 

3 subdivision 7, is amended to read: 

4 Subd. 7. [INSTITUTIONS OF PUBLIC CHARITY.] Institutions of 

s purely public charity are exempt exe~l't-l'aree3:s-e£-l'rel'erty 

6 eonea±nin~-sertteettres-and-ehe-sertteettres-deseribed-in-seceion 

7 iT3•%37-sttbdivision-%57-~ara~ra~h-tet1-oeher-ehan-ehose-enae 

8 qtta%±£y-£or-exem~eion-ttnder-sttbd±v±s±on-%6. In determining 

9 whether rental housing property qualifies for exemption under 

10 this subdivision, the following are not gifts or donations to 

11 the owner of the rental housing: 

12 ( 1) rent assis1tance provided by the government to or on 

13 behalf of tenants, and 

14 (2) financing assistance or tax credits provided by the 

15 government to the owner on condition that specific units or a 

16 specific quantity of units be set aside for persons or.families 

17 with certain income characteristics. 

18 The items described in clauses (1) and (2) may, however, be 

19 considered when making other determinations related to an 

20 exemption under this subdivision, including, without limitation, 

21 for the purpose of determining whether the recipient of housing 

22 or housing services is required to pay in whole or in part for 

23 the housing. 

24 [EFFECTIVE DATE.] This section is effective for taxes 

25 payable in 2004 and thereafter. 

26 Sec. 8. Minnesota Statutes 2004, section 272.02, is 

27 amended by adding a subdivision to read: 

28 Subd. 68. [PROPERTY SUBJECT TO TACONITE PRODUCTION TAX OR 

29 NET PROCEEDS TAX.] (a) Real and personal property described in 

30 section 298.25 is exempt to the extent the tax on taconite and 

31 iron sulphides under section 298 .• 24 is described in section 

32 298.25 as being in lieu of other taxes on such property. This 

33 exemption applies for taxes payable in each year that the tax 

34 under section 298.24 is payable with respect to such property. 

35 (b) Deposits of mineral, metal, or energy resources the 

36 mining of which is subject to taxation under section 298.015 are 
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1 exempt. This exemption applies for taxes payable in each year 

2 that the tax under section 298.015 is payable with respect to 

3 such property. 

4 [EFFECTIVE DATE.] This section is effective the day 

5 following final enactment. 

6 Sec. 9. Minnesota Statutes 2004, section 272.02, is 

7 amended by adding a subdivision to read: 

8 Subd. 69. [RELIGIOUS CORPORATIONS.] Personal and real 

9 property that a religious corporation, formed under section 

10 317A.909, necessarily uses for a religious purpose is exempt to 

11 the extent provided in section 317A.909, subdivision 3. 

12 [EFFECTIVE DATE.] This section is effective the day 

13 following final enactment. 

14 Sec. 10. Minnesota Statutes 2004, section 272.02, is 

15 amended by adding a subdivision to read: 

16 Subd. 70. [CHILDREN'S HOMES.] Personal and real property 

17 owned by a corporation formed under section 317A.907 is exempt 

18 to the extent provided in section 317A.907, subdivision 7. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 11. Minnesota Statutes 2004, section 272.02, is 

22 amended by adding a subdivision to read: 

23 Subd. 71. [HOUSING AND REDEVELOPMENT AUTHORITY AND TRIBAL 

24 HOUSING AUTHORITY PROPERTY.] Property owned by a housing and 

25 redevelopment authority described in chapter 469, ·or by a 

26 designated housing authority described in section 469.040, 

27 subdivision 5, is exempt to the extent provided in chapter 469. 

28 [EFFECTIVE DATE.] This section is effective the day 

29 following final enactment. 

30 Sec. 12. Minnesota Statutes 2004, section 272.02, is 

31 amended by adding a subdivision ~to read:. 

32 Subd. 72. [PROPERTY OF HOUSING AND REDEVELOPMENT 

33 AUTHORITIES.] Property of projects of housing and redevelopment 

34 authorities are exempt to the extent permitted by sections 

35 469.042, subdivision 1, and 469.043, subdivisions 2 and 5. 

36 [EFFECTIVE DATE.] This section is effective the day 
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l following final enactment. 

2 Sec. 13. Minnesota Statutes 2004, section 272.02, is 

3 amended by adding a subdivision to read: 

4 Subd. 73. [PROPERTY OF REGIONAL RAIL AUTHORITY.] Property 

s of a regional rail authority as defined in chapter 398A is 

6 exempt to the extent permitted by section 398A.05. 

7 [EFFECTIVE DATE.] This .section is effective the day 

8 following final enactment. 

9 Sec. 14. Minnesota Statutes 2004, section 272.02, is 

10 amended by adding a subdivision to read: 

11 Subd. 74. [SPIRIT MOUNTAIN RECREATION AREA 

12 AUTHORITY.] Property owned by the Spirit Mountain Recreation 

13 Area Authority is exempt from taxation to the extent provided in 

14 Laws 1973, chapter 327, section 6. 

15 Sec. 15. Minnesota Statutes 2004, section 272.02, is 

16 amended by adding a subdivision to read: 

17 Subd. 75. [INSTALLED CAPACITY DEFINED.] For purposes of 

18 this section, the term "installed capacity" means generator 

19 nameplate capacity. 

20 [EFFECTIVE DATE.] This section is effective the day 

21 following final enactment. 

22 Sec. 16. Minnesota Statutes 2004, section 272.029, 

23 subdivision 4, is amended to read: 

24 Subd. 4. [REPORTS.] (a) An owner of a wind energy 

25 con~ersion system subject to tax under subdivision 3 shall file 

26 a report with the commissioner of revenue annually on or before 

27 Mereh February 1 detailing the amount of electricity in 

28 kilowatt-hours that was produced by the wind energy conversion 

29 system for the previous calendar year. The commissioner shall 

30 prescribe the form of the report. The report must contain the 

31 information required by the commissioner to determine the tax 

32 due to each county under this section for the current year. If 

33 an owner of a wind energy conversion system subject to taxation 

34 under this section fails to file the report by the due date, the 

35 commissioner of revenue shall determine the tax based upon the 

36 nameplate capacity of the system multiplied by a capacity factor 
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1 of 40 percent. 

2 (b) On or before M8reh-3% February 28, the commissioner of 

3 revenue shall notify the owner of the wind energy conversion 

4 systems of the tax due to each county for the current year and 

5 shall certify to the county auditor of each county in which the 

6 systems are located the tax due from each owner for the current 

7 year. 

8 [EFFECTIVE DATE.] This section is effective for reports and 

9 certifications due in 2006 and thereafter. 

10 SecJ 17. Minnesota Statutes 2004, section 272.029, 

11 subdivision 6, is amended to read: 

12 Subd. 6. [DISTRIBUTION OF REVENUES.] Revenues from the 

13 taxes imposed under subdivision 5 must be part of the settlement 

14 between the county treasurer and the county auditor under 

15 section 276.09. The revenue must be distributed by the county 

16 auditor or the county treasurer· to aii local taxing 

17 jurisdictions in which the wind energy conversion system is 

18 located., as follows: beginning with distributions in 2006, 80 

19 percent to counties; 14 percent to cities and townships; and six 

20 percent to school districts; and for distributions occurring in 

21 2004 and 2005 in the same proportion that each of the local 

22 _taxing jurisdiction's curr~nt year's net tax capacity based tax 

23 rate is to the current year's total local net tax capacity based 

24 rate •. 

25 [EFFECTIVE DATE.] This section is effective the day 

26. following final enactment. 

27 Sec. 18. Minnesota Statutes 2004, section 273.11, 

28 subdivision 8, is amended to read: 

29 Subd. 8. [LIMITED EQUITY COOPERATIVE APARTMENTS.J For the 

30 purposes of this subdivision, the terms defined in this 

31 subdivision have the meanings given them. 

32 A "limited equity cooperative" is a corporation organized 

33 under chapter 308A or 308B, which has as its primary purpose the 

34 provision of housing and related services to its members which 

35 meets one of the following criteria with respect to the income 

36 of its members: (1) a minimum of .75 percent of members must 
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1 have incomes at or less than 90 percent of area median income, 

2 (2) a minimum of 40 perc~nt of members must have incomes at or 

3 less than 60 percent of area median income, or (3) a minimum of 

4 20 percent of members must have incomes at or less than 50 

5 percent of area median income. For purposes of this clause, 

6 "member income" shall mean the income of a member existing at 

7 the time the member acquires cooperative membership, and median 

8 income shall mean the St. Paul-Minneapolis metropolitan area 

·9 median income as determined by the United States Department of 

10 Housing and Urban Development. It must also meet the following 

11 requirements: 

12 (a) The articles of incorporation set the sale price of 

13 occupancy entitling cooperative shares or memberships·at no more 

14 than a transfer value determined as provided in the articles. 

15 That value may not exceed the sum of the following: 

16 (1) the consideration paid for the membership or shares by 

17 the first occupant of the unit, as shown in the records of the 

18 corporation; 

19 (2) the fair market value, as shown in the records of the 

20 corporation, of any improvements to the real property that were 

21 installed at the sole expense of the member with the prior 

22 approval of the board of directors; 

23 (3) accumulated interest, or an inflation allowance not to 

24 exceed the greater of a ten percent annual noncompounded 

25 increase_ on the consideration paid for the membership or share 

26 by the first occupant of the unit, or the amount that would have 

27 been paid on that consideration if interest had been paid on it 

28 at the rate of the percentage increase in the revised Consumer 

29 Pri~e Index for All Urban Consumers for the Minneapolis-St. Paul 

30 metropolitan area prepared by the United States Department of 

31 Labor, provided that the amount~determined pursuant to this 

32 clause may not exceed $500 for each year or fraction of a year 

33 the membership or share was owned; plus 

34 (4) real property capital contributions shown in the 

35 records of the corporation to have been paid by the transferor 

36 member and previous holders of the same membership, or of 

Article 14 Section 18 383 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR DI UEH0785-l 

1 separate memberships that had entitled occupancy to the unit of 

2 the member involved. These contributions include contributions 

3 to a corporate reserve account the use of which is restricted to 

4 real property improvements or acquisitions, contributions to the 

s corporation which are used for rea.l property improvements or 

6 ~cquisitions, and the amount of principal amortized by the 

7 corporation on its indebtedness due to the financing of real 

8 property acquisition or improvement or the averaging of 

9 principal paid by the corporation over the term of its real 

10 property-related indebtedness. 

11 (b) The articles of incorporation require that the board of 

12 directors limit the purchase price of stock or membership 

13 interests for new member-occupants or resident shareholders to 

14 an amount which does not exceed the transfer value for the 

15 membership or stock as defined in clause (a). 

16 (c) The articles of incorporation require that the total 

17 distribution out of capital to a member shall not exceed that 

18 transfer value.· 

19 (d) The articles of incorporation require that upon 

20 liquidation of the corporation any assets remaining after 

21 retirement of corporate debts and distribution to members will 

22 be conveyed to a charitable organization described in section 

23 50l(c)(3) of the Internal Revenue Code of 1986, as amended 

24 through December 31, 1992, or a public agency. 

25 A "limited equity cooperative apartment" ·is a dwelling unit 

26 owned by a limited equity cooperative. 

27 "Occupancy entitling cooperative share or membership" is 

28 the ownership interest in a cooperative organization which 

29 entitles the holder to an exclusive right to occupy a dwelling 

30 unit owned or leased by the cooperative. 

31 For purposes of taxation, the assessor shall value a unit 

32 owned by a limited equity cooperative at the lesser of its 

33 market value or the value determined by capitalizing the net 

34 operating income of a comparable apartment operated on a rental 

35 basis at the capitalization rate used in valuing comparable 

36 buildings that are not limited equity cooperatives. If a 
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1 cooperative fails to operate in accordance with the provisions 

2 of clauses (a) to (d), the property shall be subject to 

3 additional property taxes in the amount of the difference 

4 between the taxes determined in accordance with this subdivision 

5 for the last ten years ~hat the property had been assessed 

6 pursuant to this subdivision and the amount that would have been 

7 paid if the provisions of this. subdivision had not applied to 

8 it. The additional taxes, plus interest at the rate specified 

9 in section 549.09, shall be ext~nded against the property on the 

10 tax list for the current year. 

11 [EFFECTIVE DATE.] This section is effective for taxes 

12 payable in 2004 and thereafter. 

13 Sec. 19. Minnesota Statutes 2004, section 273.124, 

14 subdivision 3, is amended to read: 

15 Subd. 3. [COOPERATIVES AND CHARITABLE CORPORATIONS; 

16 HOMESTEAD AND OTHER PROPERTY.] (a) When property is owned by a 

17 corporation or association organized under chapter 308A or 308B, 

18 and eac~ person who owns a share or shares in the corporation or 

19 association is entitled to occupy a building on the property, or 

20 a unit within a building on the property, the corporation or 

21 association may claim homestead treatment for each dwelling, or 

22 for each unit in the case of a building containing several 

23 dwelling units, or for the part of the value of the building 

24 occupied by a shareholder. Each building or unit must be 

25 designated by legal description or number. The net tax capacity 

26 of each building or unit that qualifies for assessment as a 

27 homestead under this subdivision must include not more than 

28 one-half acre of land, if platted, nor more than 80 acres if 

29 unplatted. The net tax capacity of the property is the sum of 

30 the net tax capacities of each of the respective buildings or 

31 units comprising the property, including the net tax capacity of 

32 each unit's or building's proportionate share of the land and 

33 any common buildings. To qualify for the treatment provided by 

34 this subdivision, the corporation or association must be wholly 

35 owned by persons having a right to occupy a building or unit 

36 owned by the corporation or association. A charitable 
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1 corporation organized under the laws of Minnesota and not 

2 otherwise exempt thereun4~r with no outstanding stock qualifies 

3 for homestead treatment with respect to membe~ residents of the 

4 dwelling units who have purchased and hold residential 

5 participation warrants entitling them to occupy the units. 

6 (b) To the extent provided in paragraph (a), a cooperative 

7 or corporation organized under chapter 308A may obtain separate 

a assessment and valuation, and s·eparate property tax statements 

9 for each residential homestead, .residential nonhomestead, or for 

10 each seasonal residential recreational building or unit not used 

11 for commercial purposes. The appropriate class rates under 

12 section 273.13 shall be applicable as if each building or unit 

13 were a separate tax parcel; provided, however, that the tax 

14 parcel which exists at the time the cooperative or corporation 

15 makes application under this subdivision shall be a single 

16· parcel for purposes of prope~ty taxes or the enforcement and 

17 collection thereof, other than as provided in paragraph (a) or 

18 this paragraph. 

19 (c) A member of a corporation or association may initially 

20 obtain the separate assessment and valuation and separate 

21 property tax statements, as provided in paragraph (b), by 

22 applying to the assessor by June 30 of the assessment year. 

23 (d) When a building, or dwelling units within a building, 

24 no longer qualify under paragraph (a) or (b), the current owner 

25 must notify the assessor within 30 days. Failure to notify the 

26 assessor within 30 days shall result in the loss of benefits 

27 under paragraph (a) or (b) for taxes payable in the year that 

28 the failure is discovered. For these purposes, "benefits under 

29 paragraph (a) or (b)" means the difference in the net tax 

30 capacity of the building or units which no longer qualify as 

31 computed under paragraph (a) or:·(b) and.as computed under the 

32 otherwise applicable law, times the local tax rate applicable to 

33 the building for that taxes payable year. Upon discovery of a 

34 failure to notify, the assessor shall infb~m the auditor of the 

35 difference in net tax capacity for the building or buildings in 

36 which units no longer qualify, and the auditor shall calculate 
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1 the benefits under paragraph (a) or (b). Such amount, plus a 

2 penalty equal to 100 percent of that amount, shall then be 

3 demanded of the building's owner. The property owner may appeal 

4 the county's determination by serving copies of a petition for 

5 review with county officials as provided in section 278.01 and 

6 filing a proof of service as provided in section 278.01 with the 

7 Minnesota Tax Court within 60 days of the date of the notice 

8 from the county. The appeal shall be governed by the Tax Court 

9 procedures provided in chapter 271, for cases relating to the 

10 tax laws as defined in section 271.01, subdivision 5; 

11 disregarding sections 273.125, subdivision 5, and 278.03, but 

12 including section 278.05, subdivision 2. If the amount of the 

13 benefits under paragraph (a) or (b) and penalty are not paid 

14 within 60 days, and if no appeal has been filed, the county 

15 auditor shall certify the amount of the benefit and penalty to 

16 the succeeding year's tax list to be collected as part of the 

17 property taxes on the affected property. 

18 [EFFECTIVE DATE.] This section is effective for taxes 

19 payable in 2004 and thereafter. 

20 Sec. 20. Minnesota Statutes 2004, section 273.124, 

21 subdivision 6, is amended to read: 

22 Subd. 6. [LEASEHOLD COOPERATIVES.] When one or more 

23 dwellings or one or more buildings which each contain several 

24 dwelling units is owned by a nonprofit corporatio·n subject to 

25 the provisions of chapter 317A and qualifying under section 

26 501(c)(3) or 50l(c)(4) of the Internal Revenue Code of 1986, as 

27 amended through December 31, 1990, or a limited partnership 

28 which corporation or partnership operates the property in 

29 conjunction with a cooperative association, and·has received 

30 public financing, homestead treatment may be claimed by the 

31 cooperative association on behalf of the members of the 

32 cooperative for each dwelling unit occupied by a member of the 

33 cooperative. The cooperative association must provide the 

34 assessor with the Social Security numbers of those members. To 

35 qualify for the treatment provided by this subdivision, the 

36 following conditions must be met: 
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1 (a) the cooperative association must be organized under 

2 chapter 308A or 308B and all voting members of the board of 

3 directors must be resident tenants of the cooperative and must 

4 be elected by the resident tenants of the cooperative; 

5 (b) the cooperative association must have a lease for 

6 occupancy of the property for a term of at least 20 years, which 

7 permits the cooperative association, while not in default on the 

8 lease, to participate materially in the management of the 

9 property, including material par.ticipation in establishing 

10 budgets, setting rent levels, and hiring and supervising a 

11 management agent; 

12 (c) to the extent permitted under state or federal law, the 

13 ,cooperative association must have a right under a written 

14 agreement with the owner to purchase the property if the owner 

15 proposes to sell it; if the cooperative association does not 

16 purchase the property it is offered for sale, the owner may not 

17 subsequently sell the property to another purchaser at a price 

18 lower than the price at which it was offered for sale to the 

19 cooperative association unless the cooperative association 

20 approves the sale; 

21 (d) a minimum of 40 percent of the cooperative 

22 association's members must have incomes at or less than 60 

23 percent of area median gross income as determined by the United 

24 States Secretary of Housing and Urban Development under section 

25 142(d)(2)(B) of the Internal Revenue Code of 1986, as amended 

26 through December 31, 1991. For purposes of this clause, "member 

27 income" means the income of amember existing at the.time the 

28 member acquires cooperative membership; 

29 (e) if a limited partnership owns the property, it must 

30 include as the managing general partner a nonprofit organization 

31 operating under the provisions bf chapter 317A and qualifying 

32 under section 50l(c)(3) or 50l(c)(4) of the Internal Revenue 

33 Code of 1986, as amended through December 31, 1990, and the 

34 limited partnership agreement must provide that the managing 

35 general partner have sufficient powers so that it materially. 

36 participate.s in the management and control of the limited 
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1 partnership; 

2 (f) prior to becoming a member of a leasehold cooperative 

3 described in this subdivision, a person must.have received 

4 notice that (1) describes leasehold cooperative property in 

5. plain language, including but not limited to the effects of 

6 classification under this subdivision on rents, property taxes 

7 and tax credits or refunds, and operating expenses, and (2) 

8 states that copies of the articles of incorporation and bylaws 

9 of the cooperative association, _the lease between the owner and 

10 the cooperative association, a sample sublease between the 

11 cooperative association and a tenant, and, if the owner is a 

12 partnership, a copy of the limited partnership agreement, can be 

13 obtained upon written request at no charge from the owner, and 

14 the owner must send or deliver the materials within seven days 

15 after receiving any request; 

16 (g) if a dwelling unit of a building was occupied on the 

17 60th day prior to the date on which the unit became leasehold 

18 cooperative property described in this subdivision, the notice 

19 described in paragraph (f) must have been sent by first class 

20 mail to the occupant of the unit at least 60 days prior to the 

21 date on which the unit became leasehold cooperative property. 

22 For purposes of the notice under this paragraph, the copies of 

23 the documents referred to in paragraph (f) may be in proposed 

24 version, provided that any subsequent material alteration of 

25 those documents made after the occupant has requested a copy 

26 shall be disclosed to any occupant who has requested a copy of 

27 the document. Copies of the articles of incorporation and 

28 certificate of limited partnership shall be filed with the 

29 secretary of state after the expiration of the 60-day period 

30 unless the change to leasehold cooperative status does not 

31 proceed; 

32 (h) the county attorney of the county in which the property 

33 is located must certify to the assessor that the property meets 

34 the requirements of this subdivision; 

35 (i) the public financing received must be from at least one 

36 of the following sources: 
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1 (1) tax increment financing proceeds used for the 

2 acquisition or rehabilitation of the building or interest rate 

3 write-downs relating to the acquisition of the building; 

4 (2) government issued bonds exempt from taxes under section 

5 103 of the Internal Revenue Code of 1986, as amended through 

6 December 31, 1991, the proceeds of which are used for the 

7 acquisition or rehabilitation of the building; 

8 (3) programs under section 22l(d)(3), 202, or 236, of Title 

9 II-of the National Housing Act;_ 

10 (4) rental housing program funds under Section 8 of the 

11 United States Housing Act of 1937 or the market rate family 

12 graduated payment mortgage program funds administer~d by the 

13 Minnesota Housing Finance Agency that are used for the 

14 acquisition or rehabilitation of the building; 

15 (5) low-income housing credit under section 42 of the 

16 Internal Revenue Code of 1986, as amended through December 3~, 

17 1991; 

18 (6) public financing provided by a local government used 

19 for the acquisition or rehabilitation of the building, including 

20 grants or loans from (i) federal community development block 

21 grants; (ii) HOME block grants; or (iii) residential rental 

22 bonds issued under chapter 474A; or 

23 (7) other rental housing program funds provided by the 

24 Minnesota Housing Finance Agency for the acquisition or 

25 rehabilitation of the building; 

26 (j) at the time of the initial request for homestead 

27 classification or of any transfer of ownership of· the property, 

28 the governing body of the municipality in which the property is 

29 located must hold a public hearing and make the following 

30 findings: 

31 (l) that the granting of the homestead treatment of the 

32 apartment's units will facilitate safe, clean, affordable 

33 housing for the cooperative members that would otherwise not be 

34 available absent the homestead designation; 

35 (2) that the owner has presented information satisfactory 

36 to the governing body showing that the savings garnered from the 
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1 homestead designation of the units will be used to reduce 

2 tenant's rents or provide a level of fu.rnishing or maintenance 

3 not possible absent the designation; and 

4 (3) that the requirements of paragraphs (b), (d), and (i) 

5 have been met. 

6 Homestead treatment must be afforded to units occupied by 

7 members of the cooperative association and the units must be 

8 assessed as provided in subdivision 3, provided that any unit 

9 not so occupied shall be classi~ied and assessed pursuant to the 

10 appropriate class. No more than three acres of land may, for 

11 assessment purposes, be included with each dwelling unit that 

12 qualifies for homestead treatment under this subdivision. 

13 When dwelling units no longer qualify under this 

14 subdivision, the current owner must notify the assessor within 

15 60 days. Failure to notify the qssessor within 60 days shall 

16 result in the loss of benefits under this subdivision for taxes 

17 payable in the year that the failure is discovered. For these 

18 purposes, "benefits under this subdivision" means the difference 

19 in the net tax capacity of the units which no longer qualify as 

20 computed under this subdivision and as computed under the 

21 otherwise applicable law, times the local tax rate applicable to 

22 the building for that taxes payable year. Upon discovery of a 

23 failure to nqtify, the assessor shall inform the auditor of the 

24 .. difference in net tax capacity for the building or buildings in 

25 which units no longer qualify, and the auditor shall calculate 

26 the benefits under this subdivision. Such amount, plus a 

27 penalty equal to 100 percent of that amount, shall then be 

28 demanded of the building's owner. The property owner may appeal 

29 the county's determination by serving copies of a petition for 

30 review with county officials as provided in section 278.01 and 

31 filing a proof of service as provided in section 278.01 with the 

32 Minnesota Tax Court within 60 days of the date of the notice 

33 from the county. The appeal shall be governed by the Tax Court 

34 procedures provided in chapter 271, for cases relating· to the 

35 tax laws as defined in section 271.01, subdivision.5; 

36 disregarding sections 273.125, subdivision 5, and 278.03, but 
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1 including section 278.05, subdivision 2. If the amount of the 

2 benefits under this subdivision and penalty are not paid within 

3 60 days, and if no appeal has been filed, the county auditor 

4 .shall certify the amount of the benefit and penalty to the 

5 succeeding year's tax list to be collected as part of the 

6 property taxes on the affected buildings. 

7 [EFFECTIVE DATE.] This seGtion is effective for taxes 

8 payable in 2004 and thereafter. 

9 Sec. 21. Minnesota Statutes 2004, section 273.124, 

10 subdivision 8, is amended to read: 

11 Subd. 8. [HOMESTEAD OWNED BY OR LEASED TO FAMILY FARM 

12 CORPORATION, JOINT FARM VENTURE, LIMITED LIABILITY COMPANY, OR 

13 PARTNERSHIP.] (a) Each family farm corporation,-eaeh; each joint 

14 family farm venture,; and each limited liability company,-and 

15 eaeh.or partnership eperat±ng which operates a family farm; is 

16 entitled to class lb under section 273.13, subdivision 22, 

17 paragraph (b), or class 2a assessment for one home.stead occupied 

18 by a shareholder, member, or partner thereof who is residing on 

19 the land, and actively engaged in farming of the land owned by 

20 the family farm corporation, joint family farm venture, limited 

21 liability company, or partnership eperat±ng-a-£am±%y-£arm. 

22 Homestead treatment applies even if legal title to the property 

23 is in the name of the family farm corporation, joint family farm 

24 venture, limited liability .company, or partnership eperat±ng-the 

25 £am±%y-£arm, and not in the name of the person residing on it. 

26 "Family farm corporation," "family farm," and "partnership 

27 operating a family farm" have the meanings given in section 

28 500.24, except that the number of allowable shareholders, 

29 members, or partners under this subdivision shall not exceed 

30 12. "Limited liability company" has t~e meaning contained in 

31 sections 322B.03, subdivision 28, and 500.24, subdivision 2, 

32 paragraphs (1) and (m). "Joint ~amily farm venture" means a 

33 cooperative agreement among two or more farm enterprises 

34 authorized to operate a family farm under section 500.24. 

35 (b) In addition to property specified in paragraph (a), any 

36 other residences owned by family farm corporations, joint family 
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1 farm ventures, limited liability companies, or partnerships 

2 · o~ere~ing-a-£emiiy-£arm described in paragraph (a} which are 

3 located on agricultu~al land and occupied as homesteads by its 

4 shareholders, members, or partners who are actively engaged in 

s farming on behalf of that corporation, joint farm venture, 

6 limited liability company, or partnership must also be assessed 

7 as class 2a property or as class lb property under section 

8 273.13. 

9 (c) Agricultural property that is owned by a member, 

10 partner, or shareholder of a family farm corporation or joint 

11 family farm venture, limited liability company operating a 

12 family farm, or by a partnership operating a family £arm and 

13 leased to the family farm corporation, limited liability 

14 company, or partnership opere~ing-a-£emiiy-£erm, or joint farm 

15 venture, as defined in paragraph (a}, is eligible for· 

16 classification as class lb or class 2a under section 273.13, if 

17 the owner is actually residing on the property, and is actually 

18 engaged in farming the land on behalf of that corporation, joint 

19 farm venture, limited liability company, or partnership. This 

20 paragraph applies without regard to any legal possession rights 

21 of the family farm corporation, joint family farm venture, 

22 limited liability company, or partnership opere~ing-e-£emiiy 

23 £arm under the lease. 

24 [EFFECTIVE DATE.] This section· is effective the day 

25 following final enactment. 

26 Sec. 22. Minnesota Statutes 2004, section 273.124, 

27 subdivision 13, is amended to read: 

28 Subd. 13. [HOMESTEAD APPLICATION.] (a) A person who meets 

29 the homestead requirements under subdivision l must file a 

30 homestead application with the county assessor to initially 

31 obtain homestead classification~· 

32 (b) On or before January 2, 1993, each county assessor 

33 shall mail a homestead application to the owner of each parcel 

34 of property within the county which was classified as homestead 

35 for the 1992 assessment year. The format and contents of a 

36 uniform homestead application shall be prescribed by the 
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1 commissioner of revenue. The commissioner shall consult with 

2 the chairs of the house and senate tax committees on the 

3 contents of the homestead application form. The application 

4 must clearly inform the taxpayer that this application must be 

s signed by all owners who occupy the prope~ty or by the 

6 qualifying relative and returned to the county assessor in order 

7 for the property to continue receiving homestead treatment. The 

8 envelope containing the homestead application shall clearly 

9 identify its contents and alert _the taxpayer of its necessary 

10 immediate response. 

11 (c) Every property owner applying for homestead 

12 classification must furnish to the county assessor the Social 

13 Security number of each occupant who is listed as an owner of 

14 the property on the deed of record, the name and address of each 

15 owner who does not occupy the property, and the name and Social 

16 Security number of each owner's spouse who occupies the 

17 property. The application must be signed by each owner who 

18 occupies the property and by each ow~er's spouse who occupies 

19 the ~roperty, or, in the case of property that qualifies as a 

20 homestead under subdivision 1, paragraph (c), by the qualifying 

21 relative. 

22 If a property owner occupies a homestead, the property 

23 owner's spouse may not claim another property as a homestead 

24 unless the property owner and the property owner's spouse file 

25 with the assessor an affidavit or other proof required by the 

26 assessor stating that the property qualifies as a homestead 

27 under subdivision 1, paragraph (e). 

28 Owners or spouses occupying residences owned by their 

29 spouses and previously occupied with the other spouse, either of 

30 whom fail to include the other spouse's name and Social Security 

31 number on the homestead application or provide the affidavits or 

32 other proof requested, ~ill be deemed to have elected to receive 

33 only partial homestead treatment of their residence. The 

34 remainder of the residence will be classified as nonhomestead 

35 residential. When an owner or spouse's name and Social Security 

36 number appear on homestead applications for two separate 
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1 residences and only one application is signed, the owner or 

2 spouse will be deemed to_have elected to homestead the residence 

3 for which the application was signed. 

4 The Social Security numbers or affidavits or other proofs 

5 of the property owners and spouses are private data on 

6 individuals as defined by section 13.02, subdivision 12, but, 

7 notwithstanding that section, the private data may be disclosed 

8 to the commissioner of revenue, or, for purposes of proceeding 

9 under the Revenue Recapture Act _to recover personal property 

10 taxes owing, to the county treasurer. 

11 (d) If residential real estate is occupied and used for 

12 purposes of a homestead by a relative of the owner and qualifies 

13 for a homestead under subdivision 1, paragraph (c), in order for 

14 the property to receive homestead status, a homestead 

15 application must be filed with the assessor. The Social 

16 Security number of each relative occupying the property and the 

17 Social Security number of each owner who is related to an 

18 occupant of the property shall be required on the homestead 

19 application filed under this subdivision. If a different 

20 relative of the owner subsequently occupies the property, the 

21 owner of the property must notify the assessor within 30 days of 

22 the change in occupancy. The Social Security number of a 

23 relative occupying the property is private data on individuals 

24 as defined by section 13.02, subdivision 12, but may be 

25 disclosed to the commissioner of revenue. 

26 (e) The homestead application shall also notify the 

27 property owners that the application filed under this section 

28 will not be mailed annually and that if the property is granted 

29 homestead status for the 1993 assessment, or any assessment year 

30 thereafter, that same property shall remain classified as 

31 homestead until the property is:·sold or.transferred to another 

32 person, or the owners, the spouse of the owner, or the relatives 

33 no longer use the property as their homestead. Upon the sale or 

34 transfer of the homestead property, a certificate of value must 

35 be timely filed with the county auditor as provided under 

36 section 272.115. Failure to notify the assessor within 30 days 
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1 that the property has been sold, transferred, or that the owner, 

2 the spouse of the owner, or the relative is no longer occupying 

3 the property as a homestead, shall result in (i) a requirement 

4 to repay homestead benefits related to assessment dates after 

5 the ownership or occupancy change, except for years for which a 

6 new and valid homestead application was effective, and limited 

7 to benefits for taxes.payable in the current year and the five 

8 prior years; (ii) the penalty provided under ehis-sttbdivision 

9 paragraph (h) for each of the same years, if applicable; and 

10 (iii) the property will lose its ettrrene homestead status for 

11 the current assessment year unless a new homestead application 

12 is effective for that assessment. The provisions of section 

13 273.02 with regard to property erroneously classified as a 

14 homestead do not apply. The person to be notified of the 

15 reimbursement reguirement and of the penalty under the 

16 procedures in paragraph .(h) is the owner who sold or transferred 

17. the property or whose relative is no longer occupying the 

18 property as a homestead. 

19 (f) If the homes.tead application is not returned within 30 

20 days, the county will send a second application to the present 

21 owners of record. The notice of proposed property taxes 

22 prepared under section 275.065, subdivision 3, shall reflect the 

23 property's classification. Beginning with assessment year 1993 

24 for all properties, if a homestead application has not been 

25 filed with the county by December 15, the assessor shall 

26 classify the _property as nonhomestead for the current assessment 

27 year for taxes payable in the following year, provided that the 

28 owner may be entitled to receive the homestead classification by 

29 proper application under section 375.192. 

30 (g) At the· request of the commissioner, each county must 

31 give the commissioner a list that includes the name and Social 

32 Security number of each property owner and the property owner's 

33 spouse occupying the property, or relative of a property owner, 

34 applying for homestead classification under this subdivision. 

35 The commissioner shall use the information provided on the lists 

36 as appropriate under the law, including for the detection of 
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1 improper claims by owners, or relatives of owners, under chapter 

2 290A. 

3 (h) If the-eomm~ss~oner a city or county assessor finds 

4 that a property owner-may-be-e%a±m±ng-a-£rattdtt%ent is receiving 

5 homestead benefits that are not allowable under the law, 

6 the eomm±ss±oner-sha%%-not±£y-ehe-appropr±aee-eottnt±es.--w±th±n 

7 99-eays-0£-ehe-not±£±eat±on7-the-eottney-assessor-sha%% 

8 ±n~est±gaee-to-determ±ne-±£-the-homestead-e%ass±£±cat±on-was 

9· proper%y-e%a±med.--%£-the-prope~ty-owner-does-noe-qtta%±£y7-the 

10 eottnty assessor shall notify the county auditor who will 

ll determine the amount of homestead benefits that had been 

12 improperly allowed for t'axes payable in the current year and in 

13 each of the five prior years. For the purpose of this section, 

14 "homestead benefits" means the tax reduction resulting from the 

15 classification as a homestead under section 273.13, the taconite 

16 homestead credit under section 273.135, the residential 

17 homestead and agricultural homestead credits under section 

18 273.1384, and the supplemental homestead credit under section 

19 273.1391. 

20 The county auditor shall send a notice to the person who 

21 owned the affected property at the time the homestead 

22 application related to the improper homestead was filed, 

23 demanding reimbursement of the homestead benefits not allowable 

24 under the law for taxes payable in the current year and the five 

25 prior years. The notice shall demand reimbursement of those 

26 homestead benefits, plus a penalty equal to %99 either: 

27 (i) ten percent of the homestead benefits if the owner 

28 acted with negligent or intentional disregard of the applicable 

29 tax laws and rules but without intent to defraud; or 

30 (ii) so percent of the homestead benefits if the owner 

31 fraudulently attempted in any manner to_ evade or defeat the 

32 proper tax. 

33 If the penalty provided in this paragraph is imposed and 

34 the assessor becomes aware that the property is improperly 

35 classified as a homestead for the current assessment year, the 

36 assessor shall reclassify the property for that assessment, and 
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1 the provisions of section 273.02 with regard to property 

2 erroneously classified as a homestead do not apply. 

3 A penalty under this section shall be abated under section 

4 375.192 upon a determination that the improper classification 

5 was due to reasonable cause. The person notified may appeal the· 

6 county's determination by serving copies of a petition for 

7 review with county officials as provided in section 278.01 and 

8 filing proof of service as provided in section 278.01 with the 

9 Minnesota Tax Court within 60 days of the date of the notice 

10 from the county. Procedurally, the appeal is governed by the 

11 provisions in chapter 271 which apply to the appeal of a 

12 property tax assessment or levy, .but without requiring any 

13 prepayment of the amount in controversy. If the amount of 

14 homestead benefits and penalty is not paid within 60 days, and 

15 if no appeal has been filed, the county auditor shall certify 

16 the amount of taxes and penalty to the county_ treasurer. The 

17 county treasurer will add interest to the unpaid homestead 

18 benefits and penalty amounts at the rate provided in section 

19 279.03 for real property taxes becoming delinquent in the 

20 calendar year during which the amount remains unpaid. Interest 

21 may be assessed for the period beginning 60 days after demand 

22 for payment was~made. 

23 If the person notified is the current owner of the 

24 property, the treasurer may add the total amount of homestead 

25 benefits, penalty, interest, and costs to the ad valorem taxes 

26 otherwise payable on the property by including the amounts on 

27 the property tax statements under section 276.04, subdivision 

28 3. The amounts added under this paragraph to the ad valorem 

29 -taxes shall include interest accrued through December 31 of the 

30 year preceding the taxes payable year for which the amounts are 

31 first added. These amounts, when added to the property tax 

32 statement, become subject to all the laws for the enforcement of 

33 real or personal property taxes for that year, and for any 

34 subsequent year. 

35 If the person notified is not the current owner of the 

36 property, the treasurer may collect the amounts due under the 
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1 Revenue Recapture Act in chapter 270A, or use any of the powers 

2 granted in sections 277.20 and 277.21 without exclusion, to 

3 enforce payment of the homestead benefits, penalty, interest, 

4 and costs, as if those amounts were delinquent tax obligations 

5 of the person who owned the property at the time the application 

6 related to the improperly allowed homestead was filed. The 

7 treasurer may relieve a ·prior owner of personal liability for 

8 the homestead benefits, penalty, interest, and costs, and 

9 instead extend those amounts on _the tax lists against the 

10 property as provided in this paragraph to the extent that the 

11 current owner agrees in writing. On all demands, billings, 

12 property tax statements, and related correspondence, the county 

13 must list and state separately the amounts of homestead 

14 benefits, penalty, interest and costs being demanded, billed or 

15 assessed. 

16 (i) Any amount of homestead benefits recovered by the 

17 county from the property owner shall be distributed to the 

18. county, city or town, and school district where the property is 

19 located in the same proportion that each taxing district's levy 

20 was to the total of the three taxing districts' levy for the 

21 current year. Any amount recovered attributable to taconite 

22 homestead credit shall be transmitted to the St. Louis County 

23 auditor to be deposited in the taconite property tax relief 

24 account. Any amount recovered that is attributable to 

25 supplemental homestead credit is to be transmitted to the 

26 commissioner of revenue for deposit in the general fund of the 

27 state treasury. The total amount of penalty collected must be 

28 deposited in the county general fund. 

29 (j) If a property owner has applied for more than one 

30 homestead and the county assessors cannot determine which 

31 property should be classified as homestead, the county. assessors 

32 will refer the information to the commissioner. The 

33 commissioner shall make the determination and notify the 

34 counties within 60 days. 

35 (k) In addition to lists of homestead properties, the 

36 commissioner may ask the counties to furnish lists of all 
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1 properties and the record owners. The Social Security numbers 

2 and federal identification numbers that are maintained by a 

3 county or city assessor for property tax administration 

4 purposes, and that may appear on the l.ists retain their 

5 classification as private or nonpublic data; but may be viewed, 

6 accessed, and used by .the county audit~r or treasurer of the 

7 same county for the limited purpose of assisting the 

8 commissioner in the preparation of microdata samples under 

9 section 270.0681. 

10 (1) On or before April 30 each year, each county must 

11 provide the commissioner with the following data for each parcel 

12 of homestead property by electronic means as defined in section 

13 289A.02, subdivision 8: 

14 (i) the property identification number assigned to the 

15 parcel for putposes of taxes payable in the current year; 

16 (ii) the name and Social Security number of each property 

17. owner and property owner's spouse, as shown on the tax rolls for 

18 the current and the prior assessment year; 

19 (iii) the classification of the property under section 

20 273.13 for taxes payable in the current year and in the prior 

21 year; 

22 (iv) an indication of whether the property was classified 

23 as a homestead for taxes payable in the current year or for 

24 taxes payable in the prior year because of occupancy by a 

25 relative of the owner or by a spouse of a relative; 

26 (v) the property taxes payable as defined in section 

27 290A.03, subdivision 13, for the current year and the prior 

28 year; 

29 (vi) the market value of improvements to the property first 

30 assessed for tax purposes for taxes payable in the current year; 

31 (vii) the assessor's estimated market value assigned to the 

32 property for taxes payable in the current year and the prior 

33 year; 

34 (viii) the taxable market value assigned to the property 

35 for taxes payable in the current year and the prior year; 

36 (ix) whether there are delinquent property taxes owing on 
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1 the homestead; 

2 (x) the unique taxing district in which the property is 

3 located; and 

4 (xi) such other information as the commissioner decides is 

5 necessary. 

6 ·The commissioner shall use the information provided on the 

7 lists as appropriate under the law, including for the detection 

8 of improper claims by owners, or relatives of owners, under 

9 chapter 290A. 

10 [EFFECTIVE DATE.] This section is generally effective July 

11 1, 2005, and thereafter, except the changes in paragraphs (e) 

12 and (h) are. effective only for notices initially sent out under 

13 those paragraphs on or after July 1, 2005. 

14 Sec. 23. Minnesota Statutes 2004, section 273.124, 

15 subdivision 21, is amended to.read: 

16 Stibd. 21. [TRUST PROPERTY; HOMESTEAD.] Real property held 

17 by a trustee under a trust is eligible for classification as 

18 homestead property if: 

19 (1) the grantor or surviving spouse of the grantor of the 

20 trust occupies and uses the property as a homestead; 

21 (2) a relative or surviving relative of the grantor who 

22 meets the requirements of subdivision 1, paragraph (c), in the 

23 case of residential real estate; or subdivision 1, paragraph 

24 (d), in the case of agricultur~l property, occupies.and uses the 

25 property as a homestead; 

26 (3) a family farm corporation, joint farm venture, limited 

27 liability company, or partnership operating a family farm rents 

28 the property held by a trustee under a trust, and the grantor, 

29 the spouse of the grantor, or the son or daughter of the 

30 . granto·r, who is also a shareholder, member, or partner of the 

31 corporation, joint farm venture~- limited liability company, or 

32 partnership occupies and uses the property as· a homestead, and 

33 2!. is actively farming the property on behalf of the 

34 corporation, joint farm venture, limited liability company, or 

35 partnership; or 

36 (4) a person who has received homestead classification for 
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1 property taxes payable in 2000 on the basis of an unqualified 

2 legal right under ·the terms of the trust agreement to occupy the 

3 property as that person's homestead and who continues to use the 

4 property as a homestead or a person who received the homestead 

5 classification for taxes payable in 2005 under clause (3) who 

6 does not qualify under clau!e (3} for taxes payable in 2006 or 

7 thereafter but who continues to qualify under clause (3) as it 

8 existed for taxes payable in 2005. 

9 For purposes of this subdivision, "granter" is defined as 

10 the person creating or e~tablishing a testamentary, inter Vivas, 

11 revocable or irrevocable trust by written instrument or through 

12 the exercise of a power of appointment. 

13 [EFFECTIVE DATE.] This section is effective for taxes 

14 ·payable in 2006 and thereafter. 

15 Sec. 24. Minnesota Statutes 2004, section 273.1315, is 

16 amended to read: 

17 273.1315 [CERTIFICATION OF lB PROPERTY.] 

18 Any property owner seeking classification and assessment of 

19 the owner's homestead as class lb property pursuant to section 

20 273.13, subdivision 22, paragraph (b)', shall file with the 

21 commissioner of revenue a lb homestead declaration, on a form 

22 prescribed by the commissioner. The declaration shall contain 

23 the following information: 

24 (a) the information necessary to verify that on or before 

25 June 30 of the filing year, the property owner or the owner's 

26 spouse satisfies the requirements of section 273.13, subdivision 

27 22, paragraph (b), for lb classification; and 

28 (b) any additional information prescribed by the 

29 commissioner. 

30 The declaration must be filed on or before October 1 to be 

31 effective for property taxes payable during the succeeding 

32 calendar year. The declaration and any supplementary 

33 information received from the property owner pursuant to this 

34 section shall be subject to chapter 270B. If ·approved by the 

35 commissioner, the declaration remains in effect until the 

36 property no longer qualifies under section 273.13, subdivision 
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l 22, paragraph (b). Failure to notify the commissioner within 30 

2 days that the property no longer qualifies under that paragraph 

3 because of a sale, change in occupancy, or change in the status 

4 or condition of an occupant shall result in the penalty provided 

5 in section 273.124, subdivision 13, computed on the basis of the 

6 class lb benefits for the property, and the property shall lose 

7 its current class lb classification. 

8 The commissioner shall provide to the assessor on or before 

9 November 1 a listing of the parcels of property qualifying for 

10 lb classification. 

11 [EFFECTIVE DATE.] This section is effective the day 

12 following final enactment. 

13 Sec. 25. Minnesota Statutes 2004, section 273.19, 

14 subdivision la, is amended to read: 

15 ~subd. la. [LEASE DESCRIBED.] For purposes of this .section, 

16 a lease includes any agreement, except a cooperative farming 

17 agreement pursuant to section 97A.135, subdivision 3, or a lease 

18 executed pursuant to section 272.68, subdivision 4, permitting a 

19 nonexempt person or entity to use the property, regardless of 

20 whether the agreement is characterized as a lease. A lease has 

21 a 11 term of at least one year" if the· ter·m is for a period of 

22 ·1ess than one year and the lease permits the parties to renew 

23 the lease without requiring that similar terms for leasing the 

24 property will be offered to other applicants or bidders through 

25 a competitive bidding or other form of offer to potential 

26 lessees or users. 

27 [EFFECTIVE DATE.] This section is effective the day 

28 following final enactment. 

29 Sec. 26. Minnesota Statutes 2004, section 273.372, is 

30 amended to read: 

31 273.372 [PROCEEDINGS AND APPEALS; UTILITY OR RAILROAD 

32 VALUATIONS.] 

33 An-appea%-by-a-ttt±%ity-er-ra±%read-eempany-eeneern±n9-the 

34 exemptien7-va%ttatien7-er-e%assi£ieatien-e£-preperty-£er-wh±eh 

35 ehe-eemmissiener-e£-reventte-has-prev±ded-ehe-e±ey-er-eettney 

36 assesser-wieh-va%ttatiens-by-erder7-er-£er-whieh-the-eemmissiener 
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l hes-reeemmended-ve±ttes-ee-the-e±ty-er-eettnty-essesser7-mttst-be 

2 brettghe-ege±nst-the-eemm±ss±ener-±n-~ex-eettrt-er-±n-d±str±et 

3 eettrt-e£-the-eettney-where-the-pre~erty-±s-±eeeeed7-end-noe 

4 ege±~st-the-eettnty-er-tex±ng-d±str±et-where-ehe-preperty-±s 

5 ±eeeeedT Subdivi~ion 1. [SCOPE.] This section governs judicial 

6 review of a claim that public utility property or railroad 

7 operating property has been partially, unfairly, or unequally 

8 assessed, or assessed at a valuation greater than its real or 

9 actual value, or that the property is exempt. However, this 

10 section applies only to property described in sections 273.33, 

11 273.35~ and 273.37, and only if the net tax capacity has not 

12 been changed from that provided to the city or a county by the 

13 commissioner. If the net tax capacity being appealed is not the 

14 net tax capacity established by the commissioner through order 

15 or recommendation, or if the pet1tion claims that the tax levied 

16 against the parcel is illegal, in whole or in part, or if the 

17 petition claims the tax has been paid, the action must be 

18 brought under chapter 278 without regard to this section in each 

19 county where the property is located and proper service must be 

20 made upon the local officials specified in section 278.01, 

21 subdivision 1. 

22 Subd. 2. [CONTENTS AND FILING OF PETITION.] In all cases 

23 under this section, the petition must be served on,the 

24 commissioner and must be filed with the Tax Court in Ramsey 

25 County. In all cases under this section that directly challenge · 

26 an order of the commissioner, the petition must include all the 

27 parcels encompassed by that order which the petitioner claims 

28 have been partially, unfairly, or unequally assessed, assessed 

29 at a valuation greater than their real or actual value, or are 

30 exempt. In all cases under this section not directly 

31 challenging a commissioner's order, the.petition must include 

32 either all the utility parcels or all the railroad parcels in 

33 the state in which the petitioner claims an interest and which 

34 the petitioner claims have been partially, unfairly, or 

35 unegually assessed, assessed at a valuation greater than their 

36 real or actual value, or are exempt.. 
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l Subd. 3. [APPLICABILITY OF OTHER LAWS.] If the appeal to 

2 court is-£rem governed by this section directly challenges an 

3 order of the commissioner, ie the appeal must be brought under 

4 chapter 271, except that when the provisions of this section 

5 conflict with chapter 271, this section prevails. If ehe an 

6 appeal governed by this section is from the exemption, 

7 va3:ttaeien1-e3:assi£ieaeien1-er tax that results from 

8 implementation of ehe a commissioner's order or recommendation, 

9 it must be brought under the provisions of chapter 278, and-ehe 

10 previsiens-in-ehae-ehapeer-app3:y, except that service shali be 

11 on the commissioner only and not on the eettney local officials 

12 specified in section 278.01, subdivision l, and if any other 

13 provision of this section conflicts with chapter 278, this 

14 section prevails. 

15 ~his-previsien-app3:ies-ee-ehe-preperey-deseribed-in 

16 seeeiens-z73.331-z73•351-%73•361-and-z73•371-btte-en3:y-i£-ehe 

17 appea3:ed-va3:ttes-have-remained-ttnehanged-£rem-ehese-previded-ee 

18 ehe-eiey-er~eettney-by-ehe-eemmissiener.--%£-ehe-exempeieft7 

19 va3:ttaeien1-er-e3:assi£ieaeien-being-appea3:ed-has-been-ehanged-by 

20 ehe-eiey-er-eettftey7-ehen-ehe-aeeien-mttse~be-brettghe-ttnder 

21 ehapeer-z78-in-ehe-eettney-where-ehe-preperey-is-3:eeaeed-and 

22 preper-serviee-mttse-be-made-ttpen-ehe-eettney-e££ieia3:s-as 

23 speei£ied-in-seeeien-z78•93:1-sttbdivisien-3:• 

24 Subd. 4. [NOTICE.] Upon filing of any appeal by a utility 

25 company or'railroad against the commissioner under this section, 

26 the commissioner shall give notice by first class mail to each 

27 county which wo~ld be affected by the appeal. 

28 Subd. 5. [ADMINISTRATIVE APPEALS.] Companies that submit 

29 the reports under section 270.82 or 273.371 by the date 

30 .specified in that section, or by the date specified by the 

31 commissioner in an extension, may appeal. administratively to the 

32 commissioner ttnder-ehe-preeedttres-in-seeeien-%79•3:3:7-sttbdivisien 

33 6, prior to bringing an action in Tax Court er-in-diseriee 

34 eettre, however, instituting an admi~istrative appeal with the 

35 commissioner does not change or modify the deadline in section 

36 271. 06 for appealing an or.der of the commissioner in-~ax-eettre 
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l or the deadline in section 278.01 for filing a property tax 

2 claim or objection ,in-~ax-eottre-or-distriet-eottrt. 

3 [EFFECTIVE DATE.] This section is effective for petitions 

4 . served and filed on or after September 1, 200·5. 

5 Sec. 27. Minnesota Statutes 2004, section 274.014, 

6 subdivision 2, is amended'to read: 

7 Subd. 2. [APPEALS AND EQUALIZATION COURSE.] By-no-%ater 

8 ehan-aanttary-%7 Beginning in 2006, and each year thereafter, 

9 there must be at least one member at each meeting of a local 

10 board of appeal and equalization who has attended an appeals and. 

11 equalization course developed or approved by the commissioner 

12 within the last four years, as certified by the commissioner. 

13 The course may be o.f fered in conjunction with a meeting of the 

14 Minnesota League of Cities or the Minnesota Association of 

15 Townships. The course content must include, but need not be 

16 limited to, a review of the handbook developed by the 

17 commissioner under subdivision 1. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 Sec. 28. Minnesota ·statutes 2004, section 274.014, 

21 subdivision 3, is amended to read: 

22 Subd. 3. [PROOF OF COMPLIANCE; TRANSFER OF DUTIES.] .1!1 

23 Any city or town that does-nee conducts local boards of appeal 

24 and equalization meetings must provide proof to the county 

25 assessor by December 1, 2006, and each year thereafter, that it 

26 is in compliance with the requirements of subdivision 21-and 

27 ehae-ie-had. Beginning in 2006, this notice must also verify 

28 that there was a quorum of voting members at each ·meeting of the 

29 board· of appeal and equalization in the prior current year7~ 

30 .city or town that does not comply with these requirements is 

31 deemed to have transferred its board of .appeal and equalization 

32 powers to the county ttnder-seetion-i94T8%7-sttbdivisi~n-37 

33 ror beginning with the following year's assessment and 

34 continuing unless th .. f .... _~owers are reinstated under _paragraph ( c). 

35 ill The county -!.all notify the taxpayers when the board of 

36 appeal and equalization for a city or town has been transferred 
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1 to the county under this subdivision and, prior to the meeting 

2 time of the .county board ~f equalization, the county shall make 

3 available to those taxpayers a procedure for a review of the 

4 assessments, including, but not limited to, open book meetings. 

5 This alternate review process shall take place in April and May. 

6 1£1 A local board whose powers are transferred to the 

7 county under this subdivision may be reinstated by resolution of 

8 the governing body of the city or town and upon proof of 

9 compliance with the requirements of subdivision 2. The 

10 resolution and proofs must be provided to the county assessor by 

11 December 1 in order to be effective for the following year•s 

12 assessment. 

13 [EFFECTIVE DATE.] This section is effective the day 

14 following final enactment. 

15 Sec. 29. Minnesota Statutes 2004, section 274.14, is 

16 amended to read: 

17 274.14 [LENGTH OF SESSION; RECORD.] 

18 ~he-eettnty-beard-e£-eqtta±izatien-er-the-speeia±-beard-e£ 

19 eqtta±izatien-appeinted-by-it-sha±±-meet-dttring-the-±ast-ten 

20 meeting-days-in-attne.--Per-this-pttrpese7-Ameeting-days•-are 

21 de£ined-as-any-day-e£-the-week-exe±ttding-Satttrday-and-Sttnday. 

22 The board may meet on any ten consecutive meeting days in June, 

23 after the second Friday in June7-i£~ The actual meeting dates 

24 are must be contained on the valuation notices mailed to each 

25 property owner in the county ttnder as provided in section 

26 273.121. For this purpose, "meeting days" is defined as any day 

27 of the wee~ excluding Saturday and Sunday. No action taken by 

28 the county board of review after June 30 is valid, except for 

29 corrections permitted in sections 273.01 and 274.01. The county 

30 __ auditor shall keep an accurate record of the proceedings and 

31 orders of the board. The record must be published like other 

32 proceedings of county commissioners. A copy of the published 

33 record must be sent to the commissioner of revenue, with the 

34 abstract of assessment required by section 274.16. 

35 [EFFECTIVE DATE.] This section is effective the day 

36 following final enactment. 
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1 Sec. 30. Minnesota Statutes 2004, section 275.065, 

2 subdivision la, is amended to read: 

3 Subd. la. [OVERLAPPING JURISDICTIONS.] In the case of a 

4 taxing authority lying in two or more counties, the home county 

s auditor shall certify the proposed levy and the proposed local 

6 tax rate to the other county auditor by Se:ptember-2!9 October 5. 

7 The home county auditor must estimate the levy or rate in 

8 preparing the notices required ~n subdivision 3, if ·the other 

9 county has not certified the appropriate information. If 

10 requested by the home county auditor, the other county auditor 

11 must furnish an estimate to the home county auditor. 

12 [EFFECTIVE DATE.] This section is effective the day 

13 following final enactment. 

14 Sec. 31. Minnesota Statutes 2004, section 275.07, 

15 subdivision 1, is amended to read: 

16 . Subdivision 1. [CERTIFICATION OF LEVY.] (a) Except as 

17 provided under paragraph (b), the taxes voted by citie~, 

18 counties, school districts, and special districts shall be 

19 certified by the proper authorities to the county auditor on or 

20 before five working days after December 20 in each year. A town 

21 must certify the levy adopted by the town board to the county 

22 auditor by September 15 each year. If the town board modifies 

23 the levy at a special town meeting after September 15, the town 

24 board must recertify its levy to the county auditor on or before 

25 five working days after December 20. ~he-1:axes-eer1:i£ied-sha%% 

26 be-redtteed-by-the-eettney-attdieer-by-ehe-aid-reeeived-ttnder 

27 seeeien-i!:.r3.%3987-sttbdivisien-3• If a city; town, county, 

28 school district, or special district fails to certify its levy 

29 by that date, its levy shall be the amount levied by it for the 

30 preceding year. 

31 (b)(i) The taxes voted by counties .under sections 103B.241, 

32 103B.245, and 103B.251 shall be separately certified by the 

33 county to the county auditor on or before five working days 

34 after December 20 in each year. The taxes certified shall not 

35 be reduced by the county auditor by the aid received under 

36 section 273.1398, sub~ivision 3. If a county fails to certify 
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1 its levy by that date, its levy shall be the amount levied by it 

2 for the preceding year. 

3 (ii) For purposes of the proposed property tax notice under 

4 section 275.065 and the property tax statement under section 

5 276.04, for the first year in which the county implements the 

6 provisions of this paragraph, the county auditor shall reduce 

7 the county's levy for the preceding year to reflect any amount. 

8 levied for water management purposes under clause (i) included 

9 in the county's levy. 

10 [EFFECTIVE DATE.] This section is effective the day 

11 following final enactment. 

12 Sec. 32. Minnesota Statutes 2004, section 275.07, 

13 subdivision 4, is amended to read: 

14 Subd. 4. [REPORT TO COMMISSIONER.] (a) On or before 

15 October 8 of each year, the county auditor shall report to the 

16 commissioner of revenue the proposed levy certified by local 

17 units of government under section 275.065, subdivision 1. If 

18 any taxing authorities have notified the county auditor that 

19 they are in the process of negotiating an agreement for sharing, 

20 merging, or consolidating services but that when the proposed 

21 levy was certified under section 275.065, subdivision le, the 

22 agreement was not yet finalized, the county auditor shall supply 

23 that information to the commissioner when filing the report 

24 under this section and shall recertify the affected levies as 

25 soon as practical after October 10. 

26 (b) On or before January 15 of each year, the county 

27 auditor shall report to the commissioner of revenue the final 

28 levy certified by local units of government under subdivision 1. 

29 (c) The levies must be reported in the manner prescribed by 

30 .the commissioner. ~he-reperes-mttse-shew-a-eeeai-ievy-and-ehe 

31 amettne-e£-~aeh-spee~ai-ie•y• 

32 [EFFECTIVE DATE.] This section is effective the day 

33 following final enactment. 

34 Sec. 33. Minnesota Statutes 2004, section 276.04, 

35 subdivision 2, is amended to read: 

36 Subd. 2. [CONTENTS OF .TAX STATEMENTS.] (a) The treasurer 
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1 shall provide for the printing of the tax statements. The 

2 commissioner of revenue ~hall prescribe the form of the property 

3 tax statement and its contents. The statement must contain a 

4 tabulated statement of the dollar amount due to each taxing 

5 authority and the amount of the state tax from the parcel of 

6 real property for which a particular ta,c statement is prepared. 

7 The dollar amounts attributable to the county, the state tax, 

8 the voter approved school tax, the other local school tax, the 

9 township or municipality, and the total of t
1

he metropolitan 

10 special taxing districts as defined in section 275.065, 

11 subdivision 3, paragraph (i), must be separately stated. The 

12 amounts due all other special taxing districts,. if any, may be 

13 aggregated. If the county levy under this paragraph includes an 

14 amount for a lake improvement district as defined under sections 

15 103B.501 to 103B.581, the amount attributable for that purpose 

16 must be separately stated from the remaining county levy 

17 amount. The amount of the tax on homesteads qualifying under 

18 the senior citizens• property tax deferral program under chapter 

19 290B is the total amount of property tax before subtraction of 

20 the deferred property tax amount. The amount of the tax on 

21 contamination value imposed under sections 270.91 to 270.98, if 

22 any, must also be .separately stated. The dollar amounts, 

23 including the dollar amount of any special assessments, may be 

24 rounded to the nearest even whole dollar. For purposes of this 

25 section whole odd-numbered dollars may be adjusted to the next 

26 higher even-numbered dollar. The amount of market ·value 

27 excluded under section 273.11, subdivision 16, if any, must also 

28 be listed on the tax statement. 

29 (b) The property tax statements for manufactured homes and 

30 sectional structures taxed as personal property shall contain 

31 the same information that is required on the· tax statements for 

32 real property. 

33 (c) Real and personal property tax statements must contain 

34 the following information in the order given in this paragraph. 

35 The information must contain the current year· tax information in 

36 the right column with the corresponding information for the 
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l previous year in a column on the left: 

2 (1) the property's estimated market value under section 

3 273.11, subdivision l; 

4 (2) the property's taxable market value after reductions 

5 under section 273.11, subdivisions la and 16; 

6 (3) the property's gross tax, calculated by adding the 

7 property's total property tax to the sum of the aids enumerated 

8 in clause (4); 

9 (4) a total of the following aids: 

10 (i) education aids payable under chapters 122A, 123A, 123B, 

11 1240, 125A, 126C, and 127A; 

12 (ii) local government aids for cities, towns, and counties 

13 under eha~eer-4TTA sections 477A.Oll to 477A.014; and 

14 (iii) disparity reduction aid under section 273.1398; 

15 (5) for homestead residential and agricultural properties, 

16 the credits under section 273.1384; 

17 (6) any credits received under sections 273.119; 273.123; 

18 273.135; 273.13~1; 273.1398, subdivision 4; 469.171; and 

19 473H.10, except that the amount of credit received under section 

20 273.135 must be separately stated and identified as "taconite 

21 tax relief"; and 

22 (7) the net tax payable in the manner required in paragraph 

23 (a). 

24 (d) If the county uses envelopes for mailing property tax 

25 statements and if the county agrees, a taxing district may 

26 include a notice with the proper~y tax statement notifying 

27 taxpayers when the taxing district will begin its budget 

28 deliberations for the current year, and encouraging taxpayers to 

29 attend the hearings. If the county allows notices to be 

30 included in the envelope containing the property tax statement, 

31 and if more than one taxing district relative to a given 

32 property decides to include a notice with the tax statement, the 

33 county treasurer or auditor must coordinate the process and may 

34 combine the information on a single announcement. 

35 The commissioner of revenue shall certify to the county 

36 auditor the actual or estimated aids enumerated in clause (4) 
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1 that local governments will receive in the following year. The 

2 commissioner must certify this amount by.January 1 of each year. 

3 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment. 

5 Sec. 34. Minnesota Statutes 2004, section 276.112, is 

6 amended to read: 

7 276.112 [STATE PROPERTY TAXES; COUNTY TREASURER.] 

8 On or before January 25 each year, for the period ending 

9 December 31 of the prior year, and on or before June i9 28 each 

10 year, for the period ending on the most recent settlement day 

11 determined in section 276.09, and on or before December 2 each 

i2 year, for the period ending November 20, the county treasurer 

13 must make full settlement with the county auditor according to. 

14 sections 276.09, 276.10, and 276.111 for all receipts of state 

15 property taxes levied under section 275.025, and must transmit 

16 those receipts to the commissioner of revenue by electronic 

17 means. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 Sec. 35. Minnesota Statutes 2004, section 276A.Ol, 

21 subdivision 7, is amended to.read: 

22 Subd. 7. [POPULATION.] "Population" means the most recent 

23 estimate of the population of a municipality made by the state 

24 demographer and filed with the commissioner of revenue as of 

25 July% 15 of .the year in which a municipality's distribution net 

26 tax c~pacity is calculated. The state demographer shall 

27 annually estimate the population of each municipality and, in 

28 the case of a municipality which is located partly within and 

29 partly without the area, the proportion of the total which 

30 resides within the area, and shall file the estimates with the 

31 commissioner of revenue. 

32 [EFFECTIVE DATE.] This section is effective the day 

33 following final enactment. 

34 Sec. 36. Minnesota Statutes 2004, section 282.016, is 

35 amended to read: 

36 282.016 [PROHIBITED PURCHASERS.] 
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1 Ne (a) A county auditor, county treasurer, county attorney, 

2 court administrator of the district court, or county assessor 

3 erL supervisor of assessments, or deputy or clerk or ~ employee 

4 of such officer, and-no a commissioner for tax-forfeited lands 

5 or an assistant to such commissioner may, must not become a 

6 purchaser, either personally or as an agent or attorney for 

7 another person, of the properties offered for sale under the 

8 provisions of this chapter7-either-personaiiy7-or-as-agent-or 

9 ateerney-£er-any-ee~er-persen7-exeepe-ehae in the county for 

10 which the person performs duties. 

11 (b) Notwithstanding paragraph (a), such officer, deputy, 

12 eettre-adminiseraeer clerk, ££ employee or commissioner for 

13 tax-forfeited lands or assistant to such commissioner may (1) 

14 purchase lands owned by that official at the time the state 

15 became the absolute owner thereof or (2) bid upon and purchase 

16 forfeited property offered for sale under the alternate sale 

17 procedure described in section 282.01, subdivision 7a. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 Sec. 37. Minnesota Statutes 2004, section 282.08, is 

21 amended to read: 

22 282.08 [APPORTIONMENT OF PROCEEDS TO TAXING DISTRICTS.] 

23 The net proceeds from the sale or rental of any parcel of 

24 forfeited land, or from the sale of products from the forfeited 

25 land, must be apportioned by the county auditor· to the taxing 

26 districts interested in the land, as follows: 

27 (1) ehe-amettnes-neeessary-ee-pay-ehe-seate-generai-eax-ievy 

28 against-ehe-pareei-£er-eaxes-payabie-in-ehe-year-£er-whieh-the 

2 9 eax-;u·egmene-was-eneered7-aftd-£er-eaeh-sttbseqttene-payabie-year 

30 .ttp-te-and-ineittding-ehe-year-e£-£er£eitttre7-mttst-be-appertiened 

31 ee-ehe-seate~ 

32 tit the portion required to pay any amounts included in the 

33 appraised value under section 282.01, subdivision 3, as 

34 representing increased value due to any public improvement made 

35 after forfeiture of the parcel to the state, but not exceeding 

36 the amount certified by the clerk of the municipality must be 

Article 14 Section 37 413 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 apportioned to the municipal subdivision entitled to it; 

2 t3t J1l the portion required to pay any amount included in 

3 the appraised value under section 282.019, subdivision 5, 

4 representing increased value due to response actions taken after 

s forfeiture of the parcel to the state, but ~ot exceeding the 

6 amount of expenses certified by the Pollution Control Agency or 

7 the commissioner of agriculture, must be apportioned to the 

8 agency or the commissioner of agriculture and deposited in the 

9 fund from which the expenses were paid; 

10 t4t ill the portion of the remaind~r required to discharge 

11 any special assessment chargeable against the parcel for 

12 drainage or other purpose whether due or deferred at the time of 

13 forfeiture, must be apportioned to the municipal subdivision 

14 entitled to it; and 

15 t5t .ill any balance must be apportioned as follows: 

16 (i) The county board may annually by resolution set aside · 

17 no more than 30 percent of the receipts remaining to be used for 

18 timber development on tax-forfeited land and dedicated memorial 

19 forests, to be expended under the supervision of the county 

20 board. It must be expended only on projects approved by the 

2l commissioner of natural resources. 

22 (ii) The county board may annually by resolution set aside 

23 no more than 20 percent of the receipts remaining to be used for 

24 the acquisition and maintenance of county parks or recreational 

25 areas as defined in sections 398.31 to 398.36, to be expended 

26 under the supervision of the county board. 

27 (iii) Any balance remaining must be apportioned as 

28 follows: county, 40 percent; town or city, 20 percent; and 

29 school district, 40 percent, provided, however, that in 

30 .unorganized territory that portion which would have accrued to 

31 the township must be administered by the county board of 

32 commissioners. 

33 [EFFECTIVE DATE.] This section is effective the day 

34 following final enactment for state general tax levy amounts 

35 payable in 2004 and thereafter. 

36 Sec. 38. Minnesota Statutes 2004, section 282.15, is 
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1 amended to read: 

. 2 282.15 [SALES OF FORFEITED AGRICULTURAL LANDS.] 

3 The sale shall be conducted by the auditor of the county in 

4 which the parcels lie. The parcels shall be sold to the highest 

5 bidder but not for less than.the appraised value. The sales 

6 shall be for cash or on the following terms: The appraised 

7 value of all merchantable timber on agricultural lands shall be 

8 paid for in full at the date of sale. At least 15 percent of 

9 the purchase price of the land shall be paid in cash at the time 

10 of purchase. The balance shall be paid in not more than 20 

11 equal annual installments, with interest at a rate equal to the 

12 rate in effect at the time under section 549.09 on the unpaid 

13 balance each year. Both principal and interest are due and 

14 payable on December 31 each year following that in which the 

15 purchase was made. The purcha~er may pay any number of 

16 installments of principal and interest on or before their due 

17 date. When the sale is on terms other than for cash in full, 

18 the purchaser shall receive from the county auditor a contract 

19 for deed, in a form prescribed by the attorney general. The 

20 county auditor shall make a report to the commissioner of 

21 natural resources not more than 30 days after each public sale 

22 showing the lands sold at the sales, and submit a copy of .each 

23 contract of sale. 

24 All lands sold pursuant to this section sha%%7-en-the 

25 seeene-eay-e£-~anttary-£e%%ew~n~-the-eate-e£-ehe-sa%e7 must be 

26 re~tored to the tax rolls and become subject to taxation in the 

27 same manner as they were assessed and taxed before becoming the 

28 absolute property of the state for the assessment year 

29 determined under section 272.02, subdivision 38, paragraph (c). 

30 [EFFECTIVE DATE.] This section is effective for sales 

31 occurring on or after July 1, 1005. 

32 Sec. 39. Minnesota Statutes 2004, section 282.21, is 

33 amended to read: 

34 282.21 [FORM OF CONVEYANCE.] 

35 When any sale has been made undE!'r sections 282.14 to 

36 282.22, upon payment in full of the purchase price, appropriate 
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1 conveyance in fee in such form as may be prescribed by the 

2 attorney general shall be issued by the commissioner of £~nance 

3 natural resources to the purchaser or the purchaser's assigns 

4 and this conveyance shall have the force and effect of a patent 

5 from the state. 

6 [EFFECTIVE DATE.] This section is effective the day 

7 following final enactment. 

8 Sec. 40. Minnesota Statutes 2004, section 282.224, is 

9 amended to read: 

10 282.224 [FORM OF CONVEYANCE.] 

11 When any sale has been made under sections 282.221 to 

12 282.226, upon payment in full of the purchase priceL appropriate 

13 conveyance in fee, in such form as may be prescribed by the 

14 attorney,.general, shall be issued by the commissioner of natural 

15 resources to the purchaser or the purchaser's assignee, and the 

16 conveyance shall have the force and effect of a patent from the 

17 state. 

18 [EFFECTIVE DATE.] This section is effective the day 

· 19 following final enactment. 

20 Sec. 41. Minnesota Statutes 2004, section 282.301, is 

21 amended to read: 

22 282.301 [RECEIPTS FOR PAYMENTS.] 

23 When any sale has been made under sections 282.012 and 

24 282.241 to 282.324, the purchaser shall receive from the county 

25 auditor at the time of repurchase a receipt, in such form as may 

26 be prescribed by the attorney general. When the purchase price 

27 of a parcel of land shall be paid in full, the following facts 

28 shall be certified by the county auditor to the commissioner of 

29 revenue of the state of Minnesota: the description of land, the 

30 date of sale, the name of the purchaser or the purchaser's 

31 assignee, and the date when the:final installment of the 

32 purchase price was paid. Upon payment in full of the purchase 

33 price, the purchaser or the assignee shall receive a quitclaim 

34 deed from ti- state, to be executed .. bY the commissioner of 

35 revenue. Tr1e deed must be sent to the county auditor who shall 

36 have it reccrded before it is forwarded to the purchaser. 
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l Failure to make any payment herein required shall constitute 

2 default and upon such default and cancellation in accord with 

3 section 282.40, the right, title and interest of the purchaser 

4 or the purchaser's heirs, representatives, or assigns in such 

5 parcel shall terminate. 

6 [EFFECTIVE DATE.] This section is effective the day 

7 following final enactment. 

8 Sec. 42. Minnesota Statutes 2004, section 290A.19, is 

9 amended to read: 

10 290A.19 [OWNER OR MANAGING AGENT TO FURNISH RENT 

11 CERTIFICATE.] 

12 J.!..L The owner o~ managing agent of any property for which 

13 rent is paid for occupancy as a homestead must furnish a 

14 certificate of rent paid to a person who is a renter on December 

15 31, in the form prescribed by the commissioner. If the renter 

16 moves before December 31, the owner or managing agent may give 

17 the certificate to the renter at the time of moving, or mail the 

18 certificate to the forwarding address if an address has been 

19 provided by the renter. The certificate must be made available 

20 to the renter before February l of the year following the year 

21 in which the rent was paid. The owner or managing agent must 

22 retain a duplicate of each certificate or an equivalent record 

23 showing the same information for a period of three years. The 

24 duplicate or other record must be made available to the 

25 commissioner upon request. For the purposes of this section, 

26 "owner" includes a park owner as defined under section 327C.Ol, 

27 subdivision 6, and "property" includes a lot as defined under 

28 section 327C.Ol, subdivision 3. 

29 (b) The commissioner may require the owner or managing 

30 agent to file a copy of the certificate of rent paid with the 

31 commissioner by April 15 of the ·.year following the year in which 

32 the rent was paid. The copy must be submitted to.the 

33 commissioner by electronic means as that term is defined in 

34 section 289A.02, subdivision 8. This paragraph does not apply to 

35 any owner or managing agent that is required to issue 

36 certificates to renters of fewer than 100 units. 

Article 14 Section 42 417 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 [EFFECTivE DATE.] This section is effective for 

2 certificates of rent paid that are iss~ed for rent paid after 

3 December 31, 2005. 

4 Sec. 43. Minnesota Statutes 2004, section 290B.05, 

5 subdivision 3, is amended ·to read: 

6 Subd. 3. [CALCULATION OF DEFERRED PROPERTY TAX AMOUNT.] 

7 When final property tax amounts for the following year have been 

8 determined, the county auditor shall calculate the "deferred 

9 property tax amount." The deferred property tax amount is equal 

10 to the lesser of (1) the maximum allowable deferral for the 

11 year; or (2) the difference between Jll the total amount of 

12 property taxes and special assessments levied upon the 

13 qualifying homestead by all taxing jurisdictions and {ii) the 

14 maximum propert~ tax amount. Any-s~eeia%-assessments-%evied-by 

15 any-%eea%-ttnit-e£-~evernment-mttst-net-be-ine%ttded-in-the-teta% 

16 eax-ttsed~te-ea%ett%ate-the-de£erred-tax-amettfttT For this purpose 

17 "special assessments" includes any assessment, fee, or other 

18 charge that may by law, and which does, appear on the property 

19 tax statement for the property for collection under the laws 

20 applicable to the enforcement of real estate taxes. Any tax 

21 attributable to new improvements made to the property after the 

22 initial application has ~een approved under section 290B.04, 

23 subdivision 2, must be excluded when determining any subsequent 

24 deferred property tax amount. The county auditor shall 

25 annually, on or before April 15, certify to the commissioner of 

26 revenue the property tax deferral amounts determined under this 

27 subdivision by property and by owner. 

28 [EFFECTIVE DATE.] This section is effective for amounts 

29 deferred in 2006 and thereafter. 

30 Sec. 44. Minnesota Statutes 2004, section 373.4~, 

31 subdivision 7, is amended to read: 

. 32 Subd. 7. [AID REDUCTION FOR REPAYMENT.] (a) Except as 

33 provided in paragraph (b), the commissioner may reduce, by the 

34 amount paid by the state under this section on behalf of the 

35 county, plus the interest due on the state payments., the 

36 £e%%ewin~-aids-~ayae%e-ee-the-eettney~ 
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1 t!t-homeseead-and-agriettitttra!-eredie-aid-and-d±spariey 

2 redttee±on-a.±d-payabie-tt.nd_er-seee±on-2!73•3:398; 

3 t%t-eettney-erim±na!-jttseiee-aid-payabie-ttnder-seeeion 

4 477A•6%i!3:;-and 

5 t3t-£am±%y-preservae±on-a±d-payab%e-ttnder-seet±on-477A•6%i!i! 

6 county program aid under· section 477A.0124. 

7 The amount of any aid reduction reverts from the appropriate 

8 account to the state general fund. 

9 (b) If, after review of the financial situation of the 

10 county, the authority advises the commissioner that a total 

11 reduction of the aids would cause an undue hardship on the 

12 county, the authority, with the approval of the commissioner, 

13 may establish a different schedule for reduction of aids to 

14 repay the state. The amount of aids to be reduced are decreased 

15 by any amounts repaid to the state by the county from other 

16 revenue sources. 

17 [EFFECTIVE DATE.] This section is effective for aid payable 

18 in 2005 and thereafter. 

19 Sec. 45. Minnesota Statutes 2004, section 469.1735, 

20 subdivision 3, is amended to read: 

21 Subd. 3. [TRANSFER AUTHORITY FOR PROPERTY TAX.] (a) A city 

22 may elect to use all or part of its allocation under subdivision 

23 2 to reimburse the city or county or both for property tax 

24 reductions under section 272.0212. To elect this option, the 

25 city must notify the commissioner of revenue by October 1 of 

26 each calendar year of the amount of the property tax 

27 reductions for which it seeks reimbursements for taxes payable 

28 during the £o3:3:ow±ng current year and the governmental units to 

29 which the amounts will be paid. The commissioner may require 

30 .the city to provide information substantiating the amount of the 

31 reductions granted or any other'.'information necessary to 

32 administer this provision. The commissioner shall pay the 

33 .reimbursements by December 26 of the taxes payable year. Any 

34 amount transferred under this authority reduces the amount of 

35 tax credit certificates available under subdivisions 1 and 2. 

36 (b) The amount elected by the city under paragraph (a) is 
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1 appropriated to the commissioner of revenue from the general 

2 fund to reimburse the city or county for tax reductions under 

3 section 272.0212. The amourit appropriated may not exceed the 

4 maximum amounts allocated to a city under subdivision 2, 

5 paragraph (b), less the amount of certificates issued by the 

6 city under subdivision 1, and is available until expended. 

7 [EFFECTIVE DATE.] This section is effective for 

8 reimbursements of taxes payable in 2005 and thereafter. 

9 Sec. 46 •. [473.24] [POPULATION ESTIMATES.] 

10 (a) The Metropolitan Council shall annually prepare an 

11 estimate of population for each county, city, and town in the 

12 metropolitan area and an estimate of the number of households 

13 and average household size for each city in the metropolitan 

14 area with a population of 2,500 or more, and an estimate of. 

15 _population over age 65 for each county in the metropolitan area, 

16 and convey the estimates to the governing body of each county, 

17 city, or town by June·l each year. In the case of a city or 

18 town that is located partly within and partly without the 

19 metropolitan area,· the Metropolitan Council shall estimate the 

20 proportion of the total population and the average size of 

21 households that reside within the area. The Metropolitan 

22 Council may prepare an estimate of the population and of the 

23 average.household size for any other political subdivision 

.24 located in the metropolitan area. 

25 (b) A governing body may challenge an estimate made under 

26 this section by filing its specific objections in writing with 

27 the Metropolitan Council by June 24. If the challenge does not 

28 result in an acceptable estimate, the governing body may ~ave a 

29 special census conducted by the United States Bureau of the 

30 Census. The political subdivision must notify the Metropolitan 

31 Council on.or before July 1 of its intent to have the special 

32 census conducted. The political subdivision must bear all costs 

33 of the special census. Results of the special census must be 

34 received by the Metropolitan Council by the next April 15 to be 

35 used in that year's June 1 estimate under this section. The 

36 Metropolitan Council shall certify the estimates of population 
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1 and the average household size to the state demographer and to 

2 the commissioner of revenue by July 15 each year, including any 

3 estimates still under objection. 

4 [EFFECTIVE DATE.] This section is effective the day 

5 following final enactment. 

6 Sec. 47. Minnesota Statutes 2004, section 473F.02, 

7 subdivision 7, is amended to read: 

8 Subd. 7. [POPULATION.] "Population" means the most recent 

9 estimate of the popula.tio.n of a municipality made by the 

10 Metropolitan Council under section 473.24 and filed with the 

11 commissioner of revenue as of July % 15 of the year in which a 

12 municipality's distribution net tax capacity is calculated. ~he 

13 eettnei%-9ha%%-anntta%%y-eseimaee-ehe-peptt%aeien-e!-eaeh 

14 mttnieipa%iey-as-e!-a-daee-whieh-ie-deeermines-and7-in-ehe-ease 

15 e!-a-mttnieipa±iey-whieh-i9-±eeaeed-pare±y-wiehin-and-pare±y 

16 wiehette-ehe-area7-ehe-prepereien-e!-ehe-eeea%-whieh-resides 

17 wiehin-ehe-area7-and-sha%%-prempe±y-eherea!eer-!i%e-ies 

18 eseimaees-wieh-ehe-eemmissiener-e!-reventte• 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 48. Minnesota Statutes 2004, section 477A.Oll, 

22 subdivision 3, is amended to read: 

23 Subd. 3. [POPULATION.] "Population" means the 

24 population estimated or established as of July % 15 in an aid 

25 calculation year by the most recent federal census, by a special 

26 census conducted under contract with the United States Bureau of 

27 the Census, by a population estimate made by the Metropolitan 

28 Council pursuant to section 473.24, or by a population estimate 

29 of the state demographer made pursuant to section 4A.02, 

30 whichever is the most recent as to the stated date of the count 

31 or estimate for the preceding calendar year, and which has been 

32 certified to the commissioner of revenue on or before July 15 of 

33· the aid calculation year. The term "per capita" refers to 

34 population· as defined by this subdivision. A revision of an 

35 estimate or count is effective for these purposes only if it is 

36 certified to the commissioner on or before July 15 of the aid 
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1 calculation year. Clerical errors in the certification or use 

2 of the estimates and counts established as of July 15 in the aid 

3 calculation year are subject to correction within the time 

4 periods allowed under section 477A.014. 

5 [EFFECTIVE DATE.] This section is effective the day 

6 following final enactment. 

7 Sec. 49. Minnesota Statutes 2004, section 477A.Oll, 

8 subdivision 36, is amended to read: 

9 Subd. 36. [CITY AID BASE.] (a) Except as otherwise 

10 provided in this subdivision, "city aid base" is zero. 

11 (b) The city aid base for any city with a population less 

12 than 500 is increased by $40,000 for aids payable in c~lendar 

13 year 1995 and thereafter, and the maximum amount of total aid it 

14 may receive under section 477A.013, subdivision 9, paragraph 

15 (c), is also increased by $40,000 for aids payable in calendar 

16 year 1995 only, provided that: 

17 (i) the average total tax capacity rate for taxes payable 

18 in 1995 exceeds 200 percent; 

19 (ii) the city portion of the tax capacity rate exceeds 100 

20 percent; and 

21 (iii) its city aid base is less than $60 per capita. 

22 (c) The city aid base for a city is increased by $20,000 in 

23 1998 and thereafter and the maximum amount of total aid it may 

24 receive under section. 477A.013, subdi.vision 9, paragraph (c), is 

25 also increased by $20,000 in calendar year 1998 only, provided 

26 that: 

27 (i) the city has a population in 1994 of 2,500 or more; 

28 (ii) the city is located in a county, outside of the 

29 m~tropolitan area, which contains a city of the first class; 

30 (iii) the city's net tax capacity used in calculating its 

31 1996 aid under section 477A.013~is less.than $400 per capita; 

32 and 

33 (iv) at least four percent of the total net tax capacity, 

34 for taxes payable in 1996, of property located in the city is 

35 classified as railroad property. 

36 (d) The city aid base for a city is increased by $200,000 
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1 in 1999 and thereafter and the maximum amount of total aid it 

2 may receive under section 477A.013, subdivision 9, paragraph 

3 (c), is also increased by $200,000 in calendar year 1999 only, 

4 provided that: 

5 (i) the city was incorporated as a statutory city after 

6 December 1, 1993; 

7 (ii) its city aid base does not exceed $5,600; and 

8 (iii) the city had a population in 1996 of 5,000 or more. 

9 (e) The city aid base for a city is increased by $450,000 

10 in 1999 to 2000·and the maximum amount of total aid it may 

11 receive under section 477A.013, subdivision 9, paragraph (c), is 

12 also increased by $450,000 in calendar year 1999 only, provided 

13 that: 

14 (i) the city had a population in 1996 of at least 50,000; 

15 (ii) its population had increased by at least 40 percent in 

16 the ten-year period ending in 1996; and 

17 (iii) its city's net tax capacity for aids payable in 1998 

18 is less than $700 per capita. 

19 (f) Beg±nn±ng-±n-z6647-ene-e±ey-a±d-base-£or-a-e±ey-±s 

2 o e~tta%-eo-.ehe-sttm-o£-±es-e±ey-a±d-base-±n-z663-and-ehe-amottne-o£ 

21 add±e±ona%-a±d-±e-was-eere±£±ed-eo-reee±ve-ttnder-seee±on-477A•66 

22 ±n-z663.--Por-z664-on%y7-ehe-max±mttm-amottne-0£-eoea%-a±d-a-e±ey 

23 may-ree~±ve-ttnder-seee±on-477A•6%37-sttbd±v±s±on-97-paragraph 

24 tet7-±s-a%so-±nereased-by-ehe-amottne-±e-was-eere±£±ed-eo-reee±ve 

25 ttnder-seee±on-477A.66-±n-z663• 

26 tgt The city aid base for a city is increased by $150,000 

27 for aids payable in 2000 and thereafter, and the maximum amount 

28 of total aid it may receive under section 477A.013, subdivision 

29 9; paragraph (c), is also increased by $150,000 in calendar year 

30 2000 only, provided that: 

31 (1) the.city has a population that.is greater than 1,000 

32 and less than 2,500; 

33 (2) its commercial and industrial percentage for aids 

34 payable in 1999 is greater than 45 percent; and 

35 (3) the total market value of all commercial and industrial 

36 property in the city for assessment year 1999 is at least 15 
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1 percent less than the total market value of all commercial and 

2 industrial property in the city for ~ssessment year 1998. 

3 tht J.sl The city aid base for a city is increased by 

4 $200,000 in 2000 and thereafter, and the maximum amount of total 

5 aid it may receive under section 477A.013, subdivision 9, 

6 paragraph (c), is also increased by $200,000 in calendar year 

7 2000 only, provided that: 

8 (1) the city had a population in 1997 of 2,500 or more; 

9 (2) the net tax capacity of the city used in calculating 

10 ·its 1999 aid under section 477A. 013 is less than $650 per 

11 capita; 

12 (3) the pre-1940 housing percentage of the city used in 

· 13 calculating 1999 aid under section 477A.013 is greater than 12 

14 percent; 

15 (4) the 1999 local government aid of the city under section 

16 477A.013 is less than 20 percent of the amount that the formula 

17 aid of the city would have been if the need increase percentage 

18 was 100 percent; and 

19 (5) the city aid base of the city used in calculating aid 

20 under section 477A.013 is less than $7 per capita. 

21 t~t J.!U. The. city aid base for a city is increased by 

22 $102,000 in 2000 and thereafter, and the maximum amount of total 

23 aid it may receive under section 477A.013, subdivision 9, 

24 paragraph (c), is also increased by $102,000 in calendar year 

25 2000 only, provided that: 

26 (1) the city has a population in 1997 of 2,000 or more; 

27 (2) the net tax capacity of the city used in calculating 

28 its 1999 aid under section 477A.013 is less than $455 per. 

29 capita; 

30 (3) the net levy of the city used in calculating 1999 aid 

31 under section 477A.013 is·great~i than $195 per capita; and 

32 (4) the 1999 local government aid of the city under section 

33 477A.013 is less than 38 percent of the amount that the formula 

34 aid of the city would have been if the need increase percentage 

35 was 100 percent. 

36 tjt Jll The city aid base for a city is increased by 
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1 $32,000 in 2001 and thereafter, and the maximum amount of total 

2 aid it may receive under section 477A.013, subdivision 9, 

3 paragraph (c), is also increased by $32,000 in calendar year 

· 4 2001 only, provided that: 

5 (1) the city has a population in 1998 that is greater than 

6 200 but less than 500;· 

7 (2) the city's revenue need used in calculating aids 

8 payable in 2000 was greater than $200 per capita; 

9 (3) the city net tax capacity for the city used in 

10 calculating aids available in 2000 was equal to or less than 

11 $200 per capita; 

12 (4) the city aid base of the city used in calculating aid 

13 under section 477A.013 is less than $65 per capita; and 

14 (5) the city's formula aid for aids payable in 2000 was 

15 greater than zero. 

16 t~t ill The city aid base for a city is increased by $7,200 

17 .In 2001 and thereafter, and the maximum amount of total aid it 

18 may receive under section 477A.013, subdivision 9, paragraph 

19 (c), is also increased by $7,200 in calendar year 2001 only, 

20 provided that: 

21 (1) the city had a population.in 1998 that is greater than 

22 200 but less than 500; 

23 (2) the city's commercial industrial percentage used in 

24 calculatirig aids payable in 2000 was less than ten percent; 

2.5 ( 3) more than 25 percent of the city• s population was 60 

26 years old or older according to ,the 1990 census; 

27 (4) the city aid base of the city used in calculating aid 

28 under section 477A.013 is less than $15 per capita; and 

29 (5) the city's formula aid for aids payable in 2000 was 

30 greater than zero·. 

31 t3:t ill. The city aid base for a city is increased by 

32 $45,000 in 2001 and thereafter and by an additional $50,000 in 

33 calendar years 2002 to 2011, and the maximum amount of total aid 

34 it may receive under section 477A.013, subdivision 9, paragraph 

35 (c), is also increased by $45,000 in calendar year 2001 only, 

36 and by $50,000 in calendar year 2002 only, provided that: 
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1 (1) the net tax capacity of the city used in calculating 

2 its 2000 aid under section 477A.013 is less than $810 per 

3- capita; 

4 (2) the population of the city declined more than two 

5 ·percent between 1988 and 1998; 

6 (3) the net levy of the city used in calculating 2000 aid 

7 under section 477A.013 is greater than $240 per capita; and 

8 (4) the city received less than $36 per capita in aid under 

9 section 477A.013, subdivision 9,. for aids payable in 2000. 

10 tmt J..!l The city aid base for a city with a population of 

11 10,000 or more which is located outside of the seven-county 

12 metropolitan area is increased in 2002 and thereafter, and the 

13 maximum amount of total aid it may receive under section 

14 477A.013, subdivision 9, paragraph (b) or (c), is also increased 

15 in calendar year 2002 only; by an amount equal to the lesser of: 

16 (l){i) the total population of the city, as determined by 

17 the United States Bureau of the Census, in the 2000 census, {ii) 

18 minus 5,000, {iii) times 60; or 

19 (2) $2,500,000. 

20 tnt 1!!!.}_ The city aid base is increased by $50,000 in 2002 

21 and thereafter, and the maximum amount of total aid it may 

22 receive under section 477A.013, subdivision 9, paragraph_ (c), is 

23 also increased by $50,000 in calendar_ year 2002 only, provided 

24 that: 

25 (1) the city is located in the seven-county metropolitan 

26 area; 

27 (2) its population in 2000 is between 10,000 and 20,000; 

28 and 

29 (3) its commercial industrial percentage, as calculated for 

30 city aid payable in 2001, was greater than 25 percent. 

31 tet 1!!l The city aid base for a city is increased .by 

32 $150,000 in calendar years 2002 to 2011 and the maximum amount 

33 of total aid it may receive under section 4 77 A·. 013, subdivision 

34 9, paragraph (c), is also increased by $150,000 in calendar year 

35 2002 _only, provided that: 

36 (1) the city had a population ·of at least 3,000 but no more 
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1 than 4,000 in 1999; 

2 ( 2) its home county is. located within the seven-county 

3 metropolitan area; 

4 . (3) its pre-1940 housing percentage is less than 15 

5 percent; and 

6 (4) its city net tax capacity per capita for taxes payable 

7 in 2000 is less than $900 per capita. 

8 t~t .1.£1. The city aid base for a city is increased by 

9 $200,000 beginning in calendar year 2003 and the maximum amount 

10 of total aid it may receive under section 477A.013, subdivision 

11 9, paragraph (c), is also increased by.$200,000 in calendar year 

12 2003 only, provided that the city qualified for an increase in 

13 homestead and agricultural credit aid under Laws 1995, chapter 

14 264, article 8, section 18. 

15 t~t .iEl The city aid base for a city is increased by 

16 $200,000 in 2004 only and the maximum amount of total aid it may 

17 receive under section 477A.013, subdivision 9, is also increased 

18 _by $200,000 in calendar year 2004 only, if the city is the site 

19 of a nuclear dry cask storage facility. 

20 trt j_gl The city aid base for a city is increased by 

21 $10,000 in 2004 and.thereafter and the maximum total aid it may 

22 receive under section 477A.013, subdivision 9, is also increased 

23 by $10,000 in calendar year 2004 only, if the city was included 

24 in a federal major disaster designation issued on April 1, 1998, 

25 and its pre-1940 housing stock was decreased by more than 40 

26 percent between 1990 and 2000. 

27 [EFFECTIVE DATE.] This section is effective beginning with 

28 aids payable in 2004. 

29 Sec. so. Minnesota Statutes 2004, section 477A.Oll, 

30 subdivision 38, is amended to read: 

31 Subd. 38. [HOUSEHOLD SIZE~·] "Household size" means the 

32 average number of persons per household in the jurisdiction as 

33 most recently estimated and reported by the state 

34 demographer and Metropolitan Council as of July % 15 of the aid 

35 calculation year. A revision to an estimate or enumeration is 

36 effective for these purposes only if it is certified to the 
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1 commissioner on or before July 15 of the aid calculation year. 

2· Clerical errors in the· certification or use of estimates and 

3 counts established as of July 15 in the aid calculation year are 

4 subject to correction within the time periods allowed under 

5 section 477A.014. 

6 [EFFECTIVE DATE.] This section is effective the day 

7 following final enactment. 

8 Sec. 51. Minnesota Statutes 2004, section 477A.0124, 

9 subdivision 2, is amended to read: 

10 Subd. 2. [DEFINITIONS.]- (a) For the purposes of this 

11 section, the following terms have the meanings given them. 

12 (b) "County program aid" means the sum of "county need aid," 

13 "county tax base equalization aid," and "county transition aid." 

14 (c) "Age-adjusted population" means a county's population 

15 multiplied by the county age index. 

16 (d) "County age i~dex" means the percentage of the 

17 population over age 65 within the county divided by the 

18 percentage of the population over age 65 within the state, 

19 except that the age index for any .county may not be greater than 

20 1.8 nor less than 0.8. 

21 (e) "Population over age 65" means the population over age 

22 65 established as of July % 15 in an aid calculation year by the 

23 most recent federal census, by a special census conducted under 

24 contract with the United States Bureau of the Census, by a 

25 population estimate made by the Metropolitan Council, or by a 

26 ·population estimate of the state demographer made pursuant to 

27 section 4A.02, whichever is the most recent as to the stated 

28 date of the count o~ estimate for the preceding calendar 

29 year and which has been certified to the commissioner of revenue 

30 on or before July 15 of the aid calculation year. A revision to 

31 an estimate or count is effective for these purposes only if 

32 certified to the commissioner on or before July 15 of the aid 

33 calculation-year. Clerical errors in the certification or use 

34 of estimates and counts established as of July 15 in the aid 

35 calculation year are subject to correction within the time 

36 periods allowed under section· 477A.014. 
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1 (f) "Part I crimes" means the three-year average annual 

2 number of Part I crimes reported for each county by the 

3 Department of Public Safety fo~ the most recent years available. 

4 By July 1 of each year, the commissioner of public safety shall 

5 certify to the commissioner of revenue the number of Part t 

6 crimes reported for each county for the three most recent 

7 calendar years available. 

8 {g) "Households receiving food stamps" means the average 

9 monthly number of households receiving food stamps for the three 

10 most recent years for which· data is available. By July 1 of 

11 each year, the commissioner of human services must certify to 

12 the commissioner of revenue the average monthly number of 

13 households in the state and in each county that receive food 

14 stamps, for the three most recent calendar years available. 

15 (h) "County net tax capacity" means the net tax capacity of 

16 the county, ·computed analogously to city net tax capacity under 

17 section 477A.Oll, subdivision 20. 

18 [EFFECTIVE DATE.] This.section is effective the day 

19 following final enactment. 

20 Sec. 52. Laws 2003, chapter 127, article 5, section 27, 

21 the effective date, is amended to read: 

22 [EFFECTIVE DATE.] This section is effective for taxes 

23 ~ayabie-in-i994-and-therea£ter distributions occurring on or 

24 after June 10, 2003. 

25 Sec. 53. Laws 2003, chapter 127, article 5, section 28, 

26 the effective date, is amended to read: 

27. [EFFECTIVE DATE.] This section is effective for taxes 

28 ~ayabie-in-i994-and-therea£ter distributions occurring on or 

29 after June 10, 2003. 

30 Sec. 54. Laws 2003, First Special Session chapter 21, 

31 article 5, section 13, is amended to read: 

32 Sec. 13. [2004•CITY AID REDUCTIONS.] 

33 The commissioner of revenue shall compute an aid reduction 

34 amount for 2004 for each city as provided in this section. 

35 The initial aid reduction amount for each city is the 

36 amount by which the city's aid distribution under Minnesota 
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1 Statutes, section 477A.013, and related provisions payable in 

2 2003 exceeds the city•s 2004 distribution under those provisions. 

3 The minimum aid reduction amount for a city is the amount 

4 of its reduction in 2003 under section 12. If a city receives 

s an increase to its city aid base under Minnesota Statutes, 

6 section 477A.Oll, subdivision 36, its minimum aid reduction is 

7 _reduced by an equal amount. 

8 The maximum aid reduction amount for a city is an amount 

9 equal to 14 percent of the city's total 2004 levy plus aid 

10 revenue base, except that if the city has a city net tax 

11 capacity for aids payable in 2004, as defined in Minnesota 

12 ·statutes, section 477A.011, subdivision 20, of $700 per capita 

13 or less, ·the maximum aid reduction shall not exceed an amount 

14 equal to 13 percent of the city's total 2004 levy plus aid 

15 revenue base. 

16 If the initial aid reduction amount for a city is less than 

17 the minimum aid reduction amount for that city, the final aid 

18 reduction amount for the city is the sum of the initial aid 

19 reduction amount' and the lesser of the amount of the city's 

20 payable 2004 reimbursement under Minnesota Statutes,· section 

21 273.1384, or the difference between the minimum and initial aid 

22 reduction amounts for the city, and the amount of the final aid 

23 reduction in excess of the initial aid.reduction is deducted 

24 from the city's reimbursements pursuant to Minnesota Statutes, 

25 section 273.1384. 

26 If the initial aid reduction amount for a city is greater 

27 than the maximum aid reduction amount for the city, the city 

28 receives an additional distribution und.er this section equal to 

29 the result of subtracting the maximum aid reduction amount from 

30 the initial aid reduction amount. This distribution shall be 

31 paid in equal installments in 2D04 on the dates specified in 

32 Minnesota Statutes, section 477A.015. The amount necessary for 

33 these additional distributions is appropriated to the 

34 commissioner of revenue from the general fund in fiscal year 

35 2005. 

36 ~he-inieia%-aid-redtteeien-is-a~~%ied-ee-ehe-eieyis 
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1 diseribtteion-pttrsttane-eo-Minnesoea-seaettees7-seeeion-477A•9%37 

2 and-any-aid-redtteeion-in-exeess-0£-ehe-inieiai-aid-redtteeion-is 

3 appiied-eo-ehe-eieyis-reimbttrsemenes-pttrsttane-eo-Minftesoea 

4 Seaettees,-seeeion-%73&%384• 

5 To the extent that sufficient information is available on 

6 each payment date in 2004, the commissioner of revenue shall pay 

7 the reimbursements reduced under this section in equal 

8 installments on the payment dates provided in law. 

9 [EFFECTIVE DATE.] This section is effective for aids 

10 payable in 2004. 

11 Sec. 55. Laws 2003, First Special Session chapter 21, 

12 article 6, section 9, is amended to read: 

13 Sec. 9. [DEFINITIONS.] 

14 (a) For purposes of ~ections 9 to 15, the following terms 

15 have the meanings given them in this section. 

16 (b) The 2003 and 2004 "levy plus aid revenue base" for a 

17 county is the sum of that county's certified property tax levy 

18 for taxes payable in 2003, plus the sum of the amounts the 

19 county was certified to receive in the designated calendar year 

20 as: 

21 (1) homestead and agricultural credit aid under Minnesota 

22 Statutes, section 273.1398, subdivision 2, plus any additional 

23 aid under se~tion 16, minus the amount calculated under section 

24 273.1398, subdivisiort 4a, paragraph (b), for counties in 

25 judicial districts one, three, six, and ten, and 25 percent of 

26 the amount calculated under section 273.1398, subdivision 4a, 

27 paragraph (b), for counties in judicial districts two and four; 

28 (2) the amount of county manufactured home homestead and 

29 agricultural credit aid computed for the ·county for payment in 

30 2003 under section 273.166; · 

31 (3) criminal justice aid urider Minnesota Statutes, section 

32 477A.0121; 

33 (4) family preservation aid under Minnesota Statutes, 

34 section 477A.0122; 

35 {5) taconite aids under Minnesota Statutes, sections 298.28 

36 and 298.282, including any aid which was required to be placed 
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ARTICLE 15 

31 DEPARTMENT. OF REVENUE 

32 SALES AND USE TAXES - SF1683 

33 Section 1. Minnesota Statutes 2004, section 289A.38, 

34 subdivision 6, is amended to read: 

35 Subd. 6. [OMISSION IN EXCESS OF 25 PERCENT.] Additional 

36 taxes may be assessed within 6~1/2 years after the due date of 
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1 the return or the date the return was filed, whichever is later, 

2 if: 

3 {l) the taxpayer omits from gross income an amount properly 

4 includable in it that is in excess of 25 percent of the amount 

5 of gross income stated in the return; 

6 (2) the taxpay~r omits from a sales, use, or withholding 

7 tax return an amount of taxes in excess of 25 percent of the 

8 taxes reported in the return; or 

9 (3) the taxpayer omits from the gross estate assets in 

10 excess of 25 percent of the gross estate reported in the return. 

11 [EFFECTIVE DATE.] This section is effective the day 

12 following final enactment. 

13 Sec. 2. Minnesota Statutes 2004, section 289A.38, is 

14 amended by adding a subdivision to read: 

15 Subd. 15. [PURCHASER FILED REFUND CLAIMS.] If a purchaser. 

16 refund claim is filed under section 289A.50, subdivision 2a, and 

17 the basis for the claim is that the purchaser was improperly 

18 charged tax on an improvement to real property or on the 

19 purchase of nontaxable services, sales or use tax may be 

20 assessed for the cost of materials used to make the real 

21 property improvement or to perform the nontaxable service. The 

22 assessment may be made against the person making the improvement 

23 to real property or the sale of nontaxable services, within the 

24 period prescribed in subdivision 1, or within one year after the 

25 date of the refund order, whichever is later. 

26 [EFFECTIVE DATE.] This section is effective for purchaser 

27 refund claims filed on or after July 1, 2005. 

28 Sec. 3. Minnesota Statutes 2004, section 289A.40, 

29 subdivision 2, is amended to read: 

30 Subd. 2. · [BAD DEBT LOSS.] If a claim relates to an 

31 overpayment because of a failure to.deduct a loss due to a bad 

32 debt or to a security becoming worthless, the claim is 

33 considered timely if filed within seven years from the date . 

34 prescribed for the filing of the return. A claim relating to an 

35 overpayment of taxes under chapter 297A must be filed within 

36 3-1/2 years from the date prescribed for filing the return, plus 
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1 any extensions granted for filing the return, but only if filed 

2 within the extended time. The refund or credit is limited to 

3 the amount of overpayment attributable to the loss. "Bad debt" 

4 for purposes of this subdivision, has the same meaning as that 

5 term is used in United States Code, title 26, section 166, 

6 except that for a claim relating to an overpayment of taxes 

7 under chapter 297A the following are excluded from the 

8 calculation of bad debt: financing charges or interest; sales· 

9 ·or use taxes charged on the purchase price; uncollectible 

10 amounts on proper~y that remain in the possession of the seller 

11 until the full purchase price is paid; expenses incurred in 

12 attempting to collect any debt; and repossessed property. 

13 [EFFECTIVE DATE.] For claims relating to an overpayment of 

14 taxes under chapter 297A, this section is effective for sales 

15 and purchases made on.or after January 1, 2004; for all other 

16 bad debts or claims, this section is effective on or after July 

17 1, 2003. 

18 Sec. 4. Minnesota Statutes 2004, section 289A.40, is 

19 amended by adding a subdivision to read: 

20 Subd. 5. [PURCHASER FILED REFUND CLAIMS.] A claim for 

21 refund of taxes paid on a transaction not subject to tax under 

22 chapter 297A, where the purchaser may apply directly to the 

23 commissioner under section 289A.50, subdivision 2a, must be 

24 filed within 3-1/2 years from the 20th day of the month 

25 following the month of the invoice date for the purchase. 

26 [EFFECTIVE DATE.] This section is effective for claims 

27 filed on or after the day following final enactment. 

28 Sec. 5. Minnesota Statutes 2004, section 289A.40, is 

29 amended by adding a subdivision to read: 

30 Subd. 6. [CAPITAL EQUIPMENT REFUND CLAIMS.] A claim for 

31 refund for taxes paid under chapter 297A on capital equipment 

32 must be filed within 3-1/2 years from the 20th day of the month 

33 following the month of the invoice date for the purchase of the 

34 capital equipment. A claim for refund for taxes imposed on 

35 capital equipment under section 297A.63 must be filed within 

36 3-1/2 years from the date prescribed for filing the return, or 
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1 one year from the date of an order assessing tax under section 

2 289A.37, subdivision 1, upon payment in .full of the tax, 

3 penalties, and interest shown on the order, whichever period 

4 expires later. 

5 [EFFECTIVE DATE.] This section is effective for claims 

6 filed on or after the day following final enactment. 

7 Sec. 6. Minnesota Statutes 2004, section 297A.61, 

8 subdivision 3, is amended to read: 

9 Subd. 3. [SALE AND PURCHASE.] {a) "Sale" and "purchase" 

10 include, but are not limited to, each of the transactions listed 

11 in this subdivision. 

12 (b) Sale and purchase include: 

13 (1) any transfer of title or possession, or both, of 

14 tangible personal property, whether absolutely or conditionally, 

15 for a consideration in money or by exchange or barter; and 

16 {2) the leasing of or the granting of a license to use or 

17 consume, for a consideration in money or by exchange or barter, 

·1'8 tangible personal property, other than a manufactured home used 

19 for residential purposes for a continuous period of 30 days or 

20 more. 

21 (c) Sale and purchase include the productiont fabrication, 

22 printing, or processing of tangible personal property for a 

23 consid~ration for consumers who furnish either directly or 

24 indirectly the materials used in the production, fabrication, 

25 printing~ or processing. 

26 (d) Sale and purchase include the preparing for a 

27 consideration of food. Notwithstanding section 297A.67, 

28 subdivision 2, taxable food includes, but is not limited to, the 

29 ~allowing: 

30 (1) prepared food sold by the retailer; 

31 (2) soft drinks; 

32 (3) candy; and 

33 {4) dietary supplements; and 

34 ~ all food sold through vending machines. 

35 (e) A sale and a purchase includes the furnishing for a 

36 consideration of electricity, gas, water, or steam for use or 
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1 consumption within this state. 

2 (f) A sale and a purchase includ~s the transfer for a 

3 consideration of prewritten computer software whether delivered 

4 electronically, by load and leave, or otherwise. 

5 (g) A sale and a purchase includes the furnishing for a 

6 consideration of the following services: 

7 {1) the privilege of admission to places of amusement, 

8 recreational areas, or athletic events·, and the making available 

9 of amusement devices,. tanning facilities, reducing salons, steam 

10 baths, turkish baths, health clubs, and spas or athletic 

11 facilities; 

12 (2) lodging and related services by a hotel, rooming house,. 

13 resort, campground, motel, or trailer camp and the granting of 

14 any similar license to use real property in a specific facility, 

15 other than the renting or leasing of it for a continuous period 

16 of 30 days or more under an enforceable written agreement that 

17 may not be terminated without prior notice; 

18 {3) nonresidential parking· services, whether on a 

19 contractual, hourly, or other periodic basis, except for parking 

20 at a meter; 

21 (4) the granting of membership in a club, association, or 

22 other organization if: 

23 (i) the club, association, or other organization makes 

24 available for the use of. its members sports and athletic 

25 facilities, without regard to whether a separate charge is 

26 assessed for use of the facilities; and 

27 (ii) use of the sports and athletic facility is not made 

28 available to the general public on the same basis as it is made 

29 available to members. 

30 .Granting of membership means both onetime initiation fees .and 

31 periodic membership dues. Sports and athletic facilities 

32 include golf courses; tennis, racquetball, handball,·and squash 

33 courts; basketball and volleyball facilities; running tracks; 

34 exercise equipment; swimming pools; and other similar athletic 

35 or sports facilities; 

36 (5) delivery of aggregate materials and concrete block by a 
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1 third party ,if the delivery would be subject to the sales tax if 

2 provided by the seller of the aggregate material or concrete 

3 block~ and 

4 (6) services as provided in this clause: 

5 (i) laundry and dry cleaning services !~eluding cleaning, 

6' pressing, repairing, altering, and storing clothes, linen 

7 services and supply, cleaning and blocking hats, and carpet, 

8 drapery, upholstery, and industrial cleaning. Laundry and dry 

9 cleaning services do not include services provided by coin 

10 operated facilities operated by the customer; 

11 (ii) motor vehicle washing, waxing, and· cleaning services, 

12 including services provided by coin operated facilities operated 

13 by the customer, and rustproofing, undercoating, and towing of 

14 motor vehicles; 

15 (iii) building and residential cleaning, maintenance, and 

16 disinfecting and.exterminating services; 

17 (iv) detect~ve, security, burglar, fire alarm, and armored 

18 car services; but not including services performed within the 

19 jurisdiction they serve by off-duty licensed peace officers as 

20 defined in section 626.84, subdivision 1, or services provided 

21 by a nonprofit organization for monitoring and electronic 

22 surveillance of persons placed on in-home detention pursuant to 

23 court order or under the direction of the Minnesota Department 

24 of Corrections; 

25 (v) pet grooming services; 

26 (vi) lawn care, fertilizing, mowing, spraying and sprigging 

27 services; garden planting and maintenance; tree, bush, and shrub 

28 pruning, bracing, spraying, and surgery; indoor plant care; 

29 tree, bush, shrub, and stump removal; and tree trimming for 

30 public utility lines. Services performed under a construction 

31 contract for the installation of shrubbery, plants, sod, trees, 

32 bushes, and similar items are not taxable; 

33 (vii) massages, except when provided by a licensed health 

34 care facility or professional or upon written referral from a 

35 licensed health care facility or professional for treatment of 

36 illness, injury, or disease; and 
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1 (viii) the furnishing of lodging, board, and care services 

2 for animals in ·kennels and other similar arrangements, but 

3 excluding veterinary and horse boarding services. 

4 In applying the
1 

provisions of this chapter, .the terms 

5 "tangible personal property" and "sales at retail" i.nclude 

6 taxable services listed in clause (6), items (i) to (vi) and 

7 (viii), and the provision of these taxable services, unless 

8 specifically provid~d otherwise. Services performed by an 

9 employee for an employer are not_ taxable. ·Services performed by 

10 a partnership or association for another partnership or 

11 association are not taxable if one of the entities owns or 

12 controls more than 80 per~ent of the voting power of the equity 

13 interest in the other entity. Services performed between 

14 members of an affiliated group of corporations are not taxable. 

15 For purposes of the preceding sentence, "affiliated group of 

16 corporations" includes those entities that would be classified 

17 1 as members of aq affiliated group under United States Code, 

18 title 26, section 1504, and that are eligible to file a 

19 consolidated tax return for federal income tax purposes. 

20 (h) A sale and a purchase includes the furnishing for a 

21 consideration of tangible personal property or taxable services 

22 by the United States· or any of its agencies or 

23 instrumentalities, or the state of Minnesota, its agencies, 

24 instrumentalities, or political subdivisions. 

25 (i) A sale and a purchase includes the furnishing for a 

26 consideration of telecommunications services,· including cable· 

27 television services and direct satellite services. 

28 Telecommunications services are taxed to the extent allowed 

29 under federal law. 

30 (j) A sale and a purchase includes the furnishing for a 

31 consideration of install~tion if. the installation charges would 

32 be subject to the sales tax if the installation were provided by 

33 the seller of the item being installed. 

34 (k) A sale and a purchase includes the· rental of a vehicle 
-

3.5 by a motor vehicle dealer to ·a customer when ( 1) the vehicle is 

36 rented by the customer for a consideration, or (2) the motor 
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1 vehicle dealer is reimbursed pursuant to a service contract as 

2 defined in section 65B.29, subdivision 1, clause (1). 

3 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment. 

5 Sec. 7. Minnesota Statutes 2004, section 297A.61, 

6 subdivision 4, is amended to read: 

7 Subd. 4. [RETAIL SALE.] (a) A "retail sale" means any 

8 sale, lease, or rental for any purposeL other than resale, 

9 sublease, or subrent of items by the purchaser in the normal 

10 course of business as defined in subdivision 21. 

11 {b) A sale of property used by the owner only by leasing it 

12 to others or by hoiding it in an effort to lease it, and put to 

13 no us~ by the owner other than resale after the lease or effort 

14 to lease, is a sale of property for resale. 

15 (c) A sale of master computer software that is purchased 

16 and used to make copies for sale or lease is a sale of property 

17 for resale. 

18 (d) A sale of building materials, supplies, and equipment 

19 to owners, contractors, subcontractors, or builders for the 

20 erection of buildings or·the alteration, repair, or improvement 

21 of real property is a retail sale in whatever quantity sold, 

22 whether the sale is for purposes of resale in the form of real 

23 property or otherwise. 

24 (e) A sale of carpeting, linoleum, or similar floor 

25 covering to a person who provides for installation of the floor 

26 covering is a retail sale and not a sale for resale since a sale 

27 of floor covering which includes installation is a contract for 

28 the improvement of real property. 

29 (f) A sale of shrubbery~ plants, sod, trees, and similar 

30 items to a person who provides for installation of the items is 

31 a retail sale and not a sale for· resale.since a sale of 

32 shrubbery, plants, sod,· trees, and similar items that includes 

33 installation is a contract for the improvement of real property. 

34 (g) A sale of tangible personal property that is awarded as 

35 prizes is a retail sale and is not considered a sale of property 

36 for resale. 
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1 (h) A sale of tangible personal property utilized or 

2 employed in the furnishing .or providing of services under 

3 subdivision 3, paragraph (g), clause, (1), including, but not 

4 limited to, property given as promotional items, is a retail 

5 sale and is not considered a sale of property for resale. 

6 (i) A sale of tangible personal property used in conducting 

1. lawful gambling under chapter 349 or the state lottery under 

8 chapter 349A, including, but not limited to, property given as 

9 promotional items, is a retail sale and is not considered a sale 

10 of property for resale. 

11 (j) A sale of machines, equipment, or devices that are used 

12 to furnish, provide, or dispense goods or services, including, 

13 but not limited to, coin-operated devices, is a retail sale and 

14 is not considered a sale of property for resale. 

15 (k) In the case of a lease, a retail sale occurs when an 

16 obligation to make a lease payment becomes due under the terms 

17 of the agreement or the trade practices of the lessor. 

18 (1) In the case of a conditional sales contract, a retail 

19 sale occurs upon the transfer of title or possession of the 

20 tangible personal property. 

21 [EFFECTIVE DATE.] This section is effective the day 

22 following final enactment. 

23 Sec. 8. Minnesota Statutes 2004, section 297A.64, 

24 subdivision 4, is amended to read: 

25 Subd. 4. · [EXEMPTIONS.] (a) The tax and the fee imposed by 

26 this section do not apply to a lease or rental of (1) a vehicle 

27 to be used by the lessee to provide a licensed taxi service; (2) 

28 a hearse or limousine used in connection with a burial or 

29 funeral service; or (3) a van designed or adapted primarily for 

30 .transporting property rather than passengers. The tax and the 

31 fee imposed under this section do not apply when the lease or 

32 rental of a vehicle is exempt from the tax imposed under section 

33 297A.62, subdivision 1. 

34 (b) The lessor may elect not to charge the fee imposed in 

35 subdivision 2 if in the previous calendar year the lessor had no 

36 more than 20 vehicles available for lease that would have been 
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1 subject to tax under this section, or no more than $50,000 in 

2 gross receipts that would have been subject to tax under this 

3 section. 

4 [EFFECTIVE DATE.] This section is effective the day 

5 following final enactment. 

6 Sec. 9. Minnesota Statutes 2004, section 297A.668, 

7 subdivision 1, is amended to read: 

8 Subdivision 1. [ APPLICABILITY.] The provisions of this 

9 section apply regardless of the characterization of a product as 

·10 tangible personal property, a digita,l good, or a service; but do 

11 not apply to telecommunications services; or the sales of motor 

12 vehicles;-waterera£t;-airera£e;-medtt%ar-hemes;-mantt£aeettred 

13 hemes;-er-mebi%e-hemes. These provisions only apply to 

14 determine a seller's obligation to pay or collect and remit a 

15 sales or use tax with respect to the seller's sale of a 

16 product. These provisions do not affect the obligation of a 

17 seller as purchaser to remit tax on the use of the product. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 Sec. 10. Minnesota Statutes 2004, section 297A.668, 

21 subdivision 5, is amended to read: 

22. Subd. 5. [TRANSPORTATION EQUIPMENT.] (a) The retail sale, 

23 including lease or rental, of transportation equipment shall be 

24 sourced the same as a retail sale in accordance with the 

25 provisions of subdivision 2, notwithstanding the exclusion of 

26 lease or rental in subdivision 2. 

27 (bJ "Transportation equipment" means any of the following: 

28 (lJ locomotives and railcars that are ·utilized for the 

29 carriage of persons or property in interstate commerce; andfer 

30 (2) trucks and truck-tractors with a gross vehicle weight 

31 rating (GVWR) of 10,001 pounds or greater, trailers, 

32 semitrailers, or .passenger buses that are: 

33 (i) registered through the international registration plan;· 

34 and 

35 (ii) operated under authority of a carrier authorized and 

36 certified by the United States Department of Transportation or 
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l another federal authority to engage in the carriage of _persons 

2 or property in interstate commercel. 

3 (3} aircraft that are operated by air carriers authorized 

4 and certificated by the United States Department of 

5 Transportation or another federal or a foreign authority to· 

6 engage in the carriage of persons or property in interstate 

7 commerce; or 

8 (4) containers designed for use on and component parts 

9 attached or secured on the transportation equipment described in 

10 items (l} through (3). 

11 [EFFECTIVE DATE.] This section is effective for sales and 

12 purchases made on or after January 1, 2004. 

13 Sec. 11. Minnesota Statutes 2004, seciion 297A.67, 

14 subdivision 2, is amended to read: 

15 Subd. 2. [FOOD AND FOOD INGREDIENTS.] Except as otherwise 

16 provided in this subdivision, food and food ingredients are 

17 exempt. For purposes of this subdivision, "food" and "food 

18 ingredients" mean substances, whether in liquid, concentrated, 

19 solid, frozen, dried, or dehydrated form, that are sold for 

20 ingestion or chewing by humans and are consumed for their taste 

21 or nutritional value. Food and food ingredients exempt under 

22 this subdivision do not include candy, soft· drinks, food sold 

23 through vending machines, dietary supplements, and prepared 

24 foods. Food and food ingredients do not include alcoholic 

25 beverages1-eiei:eu.•y-sttpp~emeni:s1 and tobacco. For purposes of 

26 this subdivision, "alcoholic beverages" means beverages that are 

27 suitable for human consumption and contain one-half of one 

28 percent or more of alcohol by volume. For purposes of this 

29 subdivision, "tobacco" means cigarettes, cigars, chewing or pipe 

30 tobacco, or any other item that contains tobacco. For purposes 

31 of this subdivision, "dietary su.pplements" means any product, 

32 other than tobacco, intended to supplement the diet that: 

33 (1) contains one or more of the following dietary 

34 ingredients: 

35 (i) a vitamin; 

36 (ii) a mineral; 
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1 (iii) an herb or othe~ botanical; 

2 (iv) an amino acid; 

3 {v) a dietary substance for use by humans to supplement the 

4 diet by increasing the total dietary intake; and 

5 (vi} a concentrate, metabolite, constituent, extract, or 

6 combination of any ingredient described in items (i) to (v); 

7 (2) is intended for ingestion in tablet, capsule, powder, 

8 softgel, gelcap, or liquid form, or if not intended for 

9 ingestion in such form, is not represented as conventional food 

10 and is not represented for use as a sole item of a meal or of. 

11 the diet; and 

12 (3) is required to be labeled as a dietary supplement, 

13 identifiable by the supplement facts box found on the label and 

14 as required pursuant to Code of Federal Regulations, title 21, 

15 section 101.36. 

16 [EFFECTIVE DA':l'E.] This section is effective for sales made 

i7 on or after the day following final enactment. 

18 Sec. 12. Minnesota Statutes 2004, section 297A.68, 

19 subdivision 2, is amended to .read: 

20 Subd. 2. [MATERIALS CONSUMED IN INDUSTRIAL PRODUCTION.] 

21. (a) Materials stored, used, or consumed in industrial production 

22 of personaL property intended to be sold ultimately at retail 

23 are exempt, whether or not the item so used becomes an 

24 ingredient or constituent part of the property produced. 

25 Materials that qualify for this exemption include, but are not 

26 limited to, the following: 

27 (1) chemicals, including chemicals used for cleaning food 

2·8 processing machinery and equipment; 

29 (2) materials, including chemicals, fuels, and electricity 

30 . purchased by persons e_ngage_d in industrial production to treat 

31 waste generated as a result of the production process; 

32 (3) fuels, electricity, gas, and steam used or consumed in 

33 the J?roduction process, except that ·electricity, gas, or steam 

34 used for space heating, cooling, or lighting is exempt if (i) it 

35 is in ·excess of the average climate control or lighting for the 

36 production area, and (ii) it is necessary to produce that 
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1 particular product; 

2 (4) petroleum products and lubricants; 

3 (5) packaging materials, including returnable containers 

4 used in packaging fdod and beverage products; 

5 (6) accessory tools, equipment,:and other items that are 

6 separate detachable units with an ordinary useful life of less 

7 than 12 months used in producing a direct effect upon the 

8 product; and 
. 

9 (7) the following materials, tools, and equipment used in 

l·O metalcasting: crucibles, thermocouple protection sheaths and 

11 tubes, stalk tubes, refractory materials, molten metal filters 

12 and filter boxes, degassing lances, and base blocks. 

13 (b) This exemption does not include: 

14 (1) machinery, equipment, implements, tools, accessories, 

15 appliances, contrivances and furniture and fixtures, except 

16 those listed in paragraph (a), clause (6);· and 

17 (2) petroleum and special fuels used in producing or 

18 generating power for propelling ready-mixed concrete trucks on 

19 the public highways of this state. 

20 (c) Industrial production includes, but is not limited to, 

21 research, development, design or production of any tangible 

22 personal property, manufacturing, processing (other than by 

23 restaurants and consumers) of agricultural products (whether 

24 vegetable or animal), commercial fishing, refining, smelting, 

25 reducing, brewing, distilling, printing, mining, quarrying, 

26 lumbering, generating electricity, the production of road 

27 building materials, and the research, development, design, or 

28 production of computer software. Industrial production does not 

29 include painting, cleaning, repairing or similar processing of 

30 _property except as part of the original ma-nufacturing process. 

31 Industrial production does not include the furnishing of 

32 services listed in section 297A.61, subdivision 3, paragraph 

33 (g), clause (6), items (i) to (vi) and (viii). 

34 [EFFECTIVE DATE.] This section is effective the day 

35 following final enactment. 

36 Sec. 13. Minnesota Statutes ~004, section 297A.68, 
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1 subdivision 5, is amended to read: 

2 Subd. 5. [CAPITAL ~QUIPMENT.] (a) Capital equipment is 

3 exempt. The tax must be imposed and collected as if the rate 

4 under section 297A.62, subdivision 1, applied, and then refunded 

5 in the manner provided in section 297A.75. 

6 "Capital equipment 11 means machinery and equipment purchased 

7 or leased, and used in this state by the purchaser or lessee 

8 primarily for manufacturing, fabricating, mining, or refining 

9 tangible personal property to b~ sold ultimately at retail if 

10 the machinery and equipment are essential to the integrated 

11 production process of manufacturing, fabricating, mining, or 

12 refining. Capital equipment also includes machinery and 

13 equipment used primarily to electronically transmit results 

14 retrieved by a customer of an on-line computerized data 

15 retrieval system. 

16 (b) Capital equipment includes, but is not limited to: 

17 (1) machinery and equipment used to operate, control, or 

18 regulate the production equipment; 

19 (2) machinery.and equipment used for research and 

20 development, design, quality control, and testing activities; 

21 (3) environmental control devices that are used to maintain 

22 conditions such as temperature, humidity, light, or air pressure 

23 when those conditions are essential to and are part of the 

24 production process; 

25 (4) materials and supplies used to construct and install 

26 machinery or equipment; 

27 (5) repair and replacement parts, including accessories, 

28 whether purchased as spare parts, repair parts, or as upgrades 

29 or modifications to machinery or equipment; 

30 (6) materials used for foundations that support machinery 

31 or equipment; 

32 (7) materials used to construct and install special purpose 

33 buildings used in the production process; 

34 (8) ready-mixed concrete equipment in which the ready-mixed 

35 concrete is mixed as part of the delivery process regardless if 

36 mounted on a chassis, repair parts for ready-mixed concrete 
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1 trucks, and leases of ready-mixed concrete trucks; and 

2 (9) machinery or equipment used for research, development, 

3 design, or production of computer software. 

4 (c) Capital equipment does not include the following: 

5 (1) motor vehicles taxed under chapter 297B; 

6 {2) machinery or equipment used to receive or store raw 

7 materials; 

8 {3) building materials, except for materials included in 

9 paragraph {b), clauses {6) and (7); 

10 {4) machinery or equipment used for nonproduction purposes, 

11 including, but not limited to, the following: plant security, 

12 fire .prevention, first aid, and hospital stations; support 

13 operations or administration; pollution control; and plant 

14 cleaning, disposal of scrap and waste, plant communications, 

15 space heating, cooling, lighting, or safety; 

16 {5) farm machinery and aquaculture production equipment as 

17 defined by section 297A.61, subdivisions 12 and 13; 

18 (6) machinery or equipment purchased and·installed by a 

19 contractor as part of an improvement to real property; er 

20 (7) machinery and equipment used by restaurants in the 

21 furnishing, preparing, or serving of prepared foods as defined 

22 in section 297A.61, subdivision 31; 

23 (8) machinery and equipment used to furnish the services 

24 listed in section 297A.61, subdivision 3, paragraph (g), clause 

25 (6), items (i) to (vi) and (viii); or 

26 J1l any.other item that is not essential to the integrated 

27 process of manufacturing, fabricating, mining, or refining. 

28 (d) For purposes of this subdivision:. 

29 (1) "Equipment" means independent ~evices or tools separate 

30 from machinery but essential to an integrated production 

31 process'· including computers and computer software, used in 

32 operating, controlling, or regulating machinery and equipment; 

33 and any subunit or assembly comprising a component of any 

34 machinery or accessory or attachment parts of machinery, such as 

35 tools, dies, jigs, patterns, and molds. 

36 (2) "Fabricating" means to make, build, create, produce, .or 

·Article 15 Section 13 446 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 assemble components or property to work in a new or different 

2 manner. 

3 (3) "Integrated production process" means a process or 

4 series of operations through which tangible personal property .is 

5 manufactured·, fabricated, mined, or refined. For purposes of 

6 this clause, (i) manufacturing begins with the removal of raw 

7 materials from inventory and ends when the last process prior to 

8 loading .for shipment has been completed; (ii) fabricating begins 

9 with the removal from storage· or inventory of the property to be 

10 assembled, processed, altered, or modified and ends with the 

11 creation or production of the new or changed product; (iii) 

12 mining begins with the removal of overburden from the site of 

13 the ores, minerals, stone, peat deposit, or surface materials 

14 and ends when the last process before stockpiling is completed; 

15 and (iv) refining begins with the removal from inventory or 

16 storage of a natural resource and ends with the conversion of 

17 the item to its completed form. 

18 ( 4) ".Machinery" means mechanical, electronic, or electrical 

19 devices, including computers and computer software, that are 

20 purchased or constructed to be used for the activities set forth 

21 in paragraph (a), beginning with the removal of raw materials 

\22 from inventory through completion of the product, including 

23 packaging of the product. 

24 (5) 81 Machinery and equipment used for pollution control" 

25 means machinery and· equipment used solely to eliminate, prevent, 

26 or reduce pollution resulting from an activity described in 

27 paragraph (a). 

28 (6) "Manufacturing" means an operation or series of 

29 operations where raw materials are changed in form, composition, 

30 or condition by machinery and equipment and which results in the 

31 product.ion of a new article of ·tangible. personal property. For 

32 purposes of this subdivision, "manufacturing" includes the 

33 gene~ation of electricity or steam to be sold at retail. 

34 (7) "Mining" means the extraction of minerals, ores, stone, 

35 or peat .. 

36 (8) "On-line data retrieval system" means a system whose 
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1 cumulation of information is equally available and accessible to 

.2 all its customers. 

3 (9) "Primarily" means machinery and equipment used 50 

4 percent or more of the time in an activity described in 

5 paragraph {a). 

6 (10) "Refining" means the proc~ss of converting a riatural 

.7 resource to an intermediate or finished product, including the 

8 treatment of water to be sold at retail. 

9 [EFFECTIVE DATE.] This section is effective the day. 

10 following final enactment. 

11 Sec. 14. Minnesota Statutes 2004, section 297A.68, 

12 subdivision 35, is amended to read: 

13 Subd. 35. [TELECOMMUNICATIONS EQUIPMENT.]. (a) 

14 Telecommunications machinery and equipment purchased or leased 

15 for use directly by a telecommunications service provider 

16 primarily in the provision of telecommunications services that 

17 are ultimately to be sold at retail are exempt, regardless of 

18 whether purchased by the owner, a contractor, or a subcontractor. 

19 (b) For purposes of this subdivision, "telecommunications 

20 machinery and equipment"· includes, but is not limited to: 

21 (1) machinery, equipment, and fixtures ·utilized in 

22 receiving, initiating, amplifying, processing, transmitting, 

23 retransmitting, recording, switching, or monitoring 

24 telecommunications services, such as computers, transformers, 

25 amplifiers, routers, bridges, repeaters, multiplexers, and other 

26 items performing comparable functions; 

27 (2) machinery, equipment, and fixtures used in the 

28 transportation of telecommunications ~ervices, radio 

29 transmitters and receivers, satellite equipment, microwave 

30 equipment, and other transporting media, but not wire, cable, 

31 fiber, poles, or conduit; 

32 ( 3) ancillary machi.nery, equipment, and fixtures that 

33 regulate, control, protect, or enable the machinery in clauses 

34 (1) and (2) to accomplish its intended. function, such as 

35 auxiliary power supply, test equipment, towers, heating, 

36 ventilating, and air conditioning equipment necessary to the 
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1 operation of the telecommunications equipment; and software 

2 necessary to the operation of the telecommunications equipment; 

3 and 

4 (4) repair and replacement parts, including accessories, 

5 whether purchased as spare parts, repair parts, or as upgrades 

6 or modifications to qualified machinery or equipment. 

7 (c) For purposes of this subdivision, "telecommunications 

8 services" means telecommunications services as defined in 

9 section 297A.61, subdivision 24, ~aragra~n paragraphs {a), on%y 

10 ( c) , and ( d) • 

11 [EFFECTIVE DATE.] This section is effective the day 

12 following final enactment. 

13 Sec. 15. Minnesota Statutes 2004, section 297A.68, 

14 subdivision 39, is amended to read: 

15 Subd. 39. [PREEXISTING BIDS OR CONTRACTS.] (a) The sale of 

16 tangible personal property or services is exempt from tax or a 

17 tax rate increase for a period of six months from the effective 

1.8 date of the law change that results in the imposition of the tax 

19 or the tax rate increase under this chapter if: 

20 (1) the act imposing the tax or increasing the tax rate 

21 does not have transitional effective date language for existing 

22 construction contracts and construction bids; and 

23 (2) the requirements of paragraph (b) are met. 

24 (b) A sale is tax exempt under paragraph (a) if it meets 

25 the requirements of either clause (1) or (2): 

26 (1) For a construction contract: 

27 (i) the goods or services sold must be used for the 

28 performance of a bona fide written lump -sum or fixed price 

29 construction contract; 

30 (ii) the contract must be entered into before the date the 

31 goods or services become subject' to the.sales tax or the tax 

32 rate was increased; 

33 {iii) the contract must not provide for allocation of 

34 future taxes; and 
-

35 (iv) for each qualifying contract the contractor must give 

36 the seller documentation of the contract on which an exemption 
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1 is to be claimed. 

2 (2) For a construction bid: 

3 (i) the goods or services sold must be used pursuant to an 

4 obligation of a bid or bids; 

5 (ii) the bid or bids must be submitted and accepted before 

6 the date the goods or services became subject to the sales 

7 tax or the tax rate was increased; 

8 (iii) the bid or bids must not be able to be withdrawn, 

9 modified, or changed without forfeiting a bond; and 

10 (iv) for each qualifying bid, the contractor must give the 

li seller documentation of the bid on which an exemption is to be 

12 claimed. 

13 [EFFECTIVE DATE.] This section is effective the day 

14 following final enactment. 

15 Sec. 16. Minnesota Statutes 2004, section 297A.99, 

16 subdivision 4, is amended to read: 

17 Subd. 4. [TAX BASE.] (a) The tax applies to sales taxable 

18 under this chapter that occur within the political subdivision. 

19 {b) Taxable goods or services are subject to a political 

20 subdivision's sales tax, if they are perrermee-eieher~ 

21 t%t-wiehin-ehe-pe%ieiea%-sttbdi•isien,-er 

22 tit-pare%y-wiehin-and-pare%y-wiehette-ehe-~e%ieiea% 

23 sttbdiYisien-and-mere-e£-ehe-serYiee-is-per£ermed-wiehin-ehe 

24 pe±ieiea±-sttbdiYisien,-based-en-ehe-eese-e£-per£ermanee sourced 

25 to the political subdivision pursuant to section 297A.668. 

26 [EFFECTIVE DATE.] This section is effective for sales made 

27 on or after January.I, 20Q4. 

28 Sec. 17. Minnesota Statutes 1 2004, section 297A.99, 

29 subdivision 7, is amended to read: 

30 Subd. 7. [EXEMPTIONS.] (a) All goods or services ·that are 

31 otherwise exempt from taxation under this chapter are exempt 

32 from a political subdivision's tax. 

33 (b) The gross receipts from the sale of tangible personal 

34 property that meets the reqttiremene requireme~ts .of section 

35 297A.68, sttbdiYisien subdivisions 11, 15, and 16 are exempt, 

36 except the qualification test applies based on the boundaries of 
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1 the political subdivision instead of the state of Minnesota. 

2 (c) All mobile transportation equipment, and parts and 

3 accessories attached to or to be attached to· the equipment are 

4 exempt, if purchased by a holder of a motor carrier direct pay 

5 permit under section 297A.90. 

6 [EFFECTIVE DATE.] This section is effective the day 

7 following final enactment. 

8 Sec. 18. [REPEALER.] 

9 Minnesota Rules, parts 8130.0110, subpart 4; 8130.0200, 

10 subparts 5 and 6; 8130.0400, subpart 9; 8130.1200, subparts 5 

11 and 6; 8130.2900; 8130.3100, subpart l; 8130.4000, subparts 1 

12 and 2; 8130.4200, subpart l; 8130.4400, subpart 3; 8130.5200; 

13 8130.5600, subpart 3; 8130.5800, subpart 5; 8130.7300, subpart 

14 5; and 8130.8800, subpart 4, are repealed. 

15 [EFFECTIVE DATE.] This section is effective the day 

16 following final enactment. 

17 ARTICLE 16 

18 DEPARTMENT OF REVENUE 

19 SPECIAL TAXES - SF1683 

20 Section 1. Minnesota Statutes 2004, section 287.04, is 

21 amended to read: 

22 287.04 [EXEMPTIONS.] 

23 The tax imposed by section 287.035 does not apply to: 

24 <.a) A decree of marriage dissolution or an instrument made 

25 pursuant to it. 

26 (b) A mortgage given to correct a misdescription of the 

27 mortgaged property. 

28 (c) A mortgage or other.instrument that adds additional 

29 security for the same debt for which mortgage registry tax has 

30 .been paid. 

31 (d) A contract for the con~eyance of any interest in real 

32 property, including a contract for deed. 

33 (e) A mortgage secured by real property subject to the 

34 minerals production tax of sections 298.24 to 298.28~ 

35 (f) T~e principal amount of a mortgage loan made under a 

36 low and moderate income or other affordable housing program, if 
/ 
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1 the mortgagee is a federal, state, or local government agency. 

2 (g) Mortgages granted by fraternal benefit societies 

3 · subject to section 64B.24. 

4 (h) A mortgage amendment or extension, as defined in 

s section 287.01. 

6 (i) An agricultural mortga9e if the proceeds of the loan 

7 secured by the mortgage. are used to acquire or improve real 

8 property classified under section 273.13, subdivision 23, 

9 paragraph (a), or (b), clause (1), (2), or (3). 

10 (j) A mortgage on an armory building as set forth in 

11 section 193.147. 

12 [EFFECTIVE DATE.] This section is effective the day 

13 following final enactment. 

14 Sec. 2. Minnesota Statutes 2004, section 295.50, is 

15 amended by adding a subdivision to read: 

16 Subd. la. [BLOOD COMPONENTS.] "Blood components" means the 

17 parts of the blood that are separated from blood by physical or 

18 mechanical means and are intended for transfusion. Blood 

19 components do not include blood derivatives. 

20 [EFFECTIVE DATE.] This section is effective for gross 

21 revenues received after December 31, ~004. 

22 Sec. 3. Minnesota Statutes 2004, section 295.50, 

23 subdivision 3, is amended to read: 

24 .Subd. 3. [GROSS REVENUES. ] "Gross revenues 11 are total 

25 amounts received in money or otherwise by: 

26 (1) a hospital for patient services; 

27 (2) a surgical center for patient services; 

28 .(3) a health care provider, other than a staff model health 

29 carrier, for patient services; 

30 (4) a wholesale drug distributor for sale or distribution 

31 of legend drugs that are delivered in Minnesota by the wholesale 

32 drug distributor, by common carrier, or by mail, unless the 

33 legend drugs ~re delivered tti another wholesale drug distributor 

34 who sells legend drugs exclusively at wholesale. Legend drugs 

35 do not include nutritional products as defined in Minnesota 

36 Ru_les, part 9505.0325, and blood and blood components; and 
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l (5) a staff model health plan company as gross premiums for 

2 enrollees, co-payments, deductibles, coinsurance, and fees for 

3 patient services. 

4 [EFFECTIVE DATE.] This section is effective for gross 

5 revenues received after December 31, 2004. 

6 Sec. 4. Minnesota Statutes 2004, section 295.53, 

7 subdivision 1, is amended to read: 

8 Subdivision 1. [EXEMPTIONS.] (a) Th~ following payments 

9 are excluded from the gross revenues subject to the hospital, 

10 surgical center, or health care provider taxes under sections 

11 295.50 to 295.59: 

12 ( 1) payments received for services provided under th·e 

13 Medicare program, including payments received from the 

14 government, and organizations governed by sections 1833 and 1876 

15 of title XVIII of the federal Social Security Act, United States 

16 Code, title 42, section 1395, and enrollee deductibles, 

17 coinsurance, and co-payments, whether paid by the Medicare 

18 enrollee or by a Medicare supplemental coverage as defined in 

19 section 62A.Oll, subdivision 3, clause (10), or by Medicaid 

20 payments under title XIX of the federal Social Security Act. 

21 Payments for services not covered by Medicare are taxable; 

22 (2) payments received for home health care services; 

23 ·(3) payments received from hospitals or surgical centers 

24 for goods and services on which liability for tax is imposed 

25 under section 295.52 or the source of funds for the payment is 

26 exempt under clause (1), (7), (10), or (14); 

27 (4) payments received from.health care providers for goods 

28 and services on which liability for tax is imposed under this 

29 chapter or the source of funds for the payment is exempt under 

30 . clause (1), (7), (10), or (14); 

31 (5) amounts paid for legend· drugs, .other than nutritional 

32 products and blood and blood components, to a wholesale drug 

33 distributor who is subject to tax under section 295.52, 

34 · subdivision 3, reduced by reimbursements received for legend 

35 drugs otherwise exempt under this chapter; 

36 (6) payments received by a health care provider or the 
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1 wholly owned subsidiary of a health care provider for care 

2 provided outside Minnesota; 

3 (7) payments received from the chemical ·dependency fund 

4 under chapter 254B; 

5 (8) payments received in the nature of charitable donations 

6 that are not designated for providing patient services to a 

7 specific individual or group; 

8 (9) payments received for providing patient services 

9 incurred through a formal program of health care research 

10 conducted in conformity with federal regulations governing 

11 research on human subjects. Payments received from patients or 

12 from other persons paying on behalf of the patients are subject 

13 to tax; 

14 (10) payments received from any governmental agency for 

15 services benefiting the public, not including payments made by 

16 the government in its capacity as an employer or insurer or 

17 payments made by the government for services provided under 

18 general assistance m~dical care, the MinnesotaCare program, or 

19 the medical assistance program gove·rned by title XIX of the 

20 federal Social Security Act, United States Code, title 42, 

21 sections 1396 to 1396v; 

22 (11) government payments received by the commissioner of 

23 human services for state-operated services; 

24 (12) payments received by a health care provider for 

25. hearing aids and related equipment or prescription eyewear 

26 delivered outside of Minnesota; 

27 (13) payments received by an educational insti'tution from 

28 student tuition, student activity fees, health care service 

29 fees, government appropriations, donations, or grants, and for 

30 ~ervices identified in and provided under. an individualized 

31 education plan as defined in section 256B.0625 or Code of 

32 Federal Regulations, chapter 34, section 300.3~0(a). Fee for 

33 service payments and payments for .extended coverage are taxable; 

34 and 

35 (14) payments received under the federal Employees Health 

36 Benefits Act, United States Code, titles, section 8909(f), as 
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1 amended by the Omnibus Reconciliation Act of. 1990. Enrollee 

2 deductibles,· coinsurance, and co-payments are subject to tax. 

3 (b) Payments received by wholesale drug distributors for 

4 legend drugs sold directly to veterinarians or veterinary bulk 

5 purchasing organizations are excluded from the gross revenues 

6 subject to the wholesale drug distributor tax under sections 

7 295.50 to 295.59. 

B [EFFECTIVE DATE.] The change made to paragraph (a), clause 

9 (5), of this section is effective for amounts paid for blood and 

10 blood components after December 31, 2004. The change made to 

11 paragraph .(a), clause (14), of this section is effective for 

12 enrollee deductibles, coinsurance, and co-payments received 

13 under the federal Employees Health Benefits Act on or after the 

14 day following final enactment. 

15 Sec. 5. Minnesota Statutes 2004, section 295.60, 

16 subdivision 3, is amended to read: 

17 Subd. 3. [PAYMENT.] (a) Each furrier shall make estimated 

18 payments of the taxes for the calendar yea.r in quarterly 

19 installments to the commissioner by April 15, July 15, October 

20 15, and January 15 of the following calendar year. 

21 (b) Estimated tax payments are not required if: 

22 (1) the tax for the current calendar year is less than 

23 $500; or 

24 (2) the tax for the previous calendar year is less than 

25 $500, if the taxpayer had a tax liability and was doing business 

26 the entire year. 

27 (c) Underpayment of estimated installments bear interest at 

28 the rate specified in section 270.75, from the due date of the 

29 payment until paid or until the due date of the annual return, 

30 whichever comes first. An underpayment of an estimated 

31 installment is the difference be·tween the amount paid and the 

32 lesser of (1) 96-~ereent-e£-ene-qttarter-e£~the-tax-£er-the 

33 ea%endar-year the tax for the actual gross revenues received 

34 during the quarter, or (2) one-quarter of the total tax for the 

35 previous calendar year if the taxpayer had a tax liability and 

36 was doing business the entire year. 
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1 [EFFECTIVE DATE.] This section is effecti~e for gross 

2 revenues received after December 31, 2005. 

3 Sec. 6. Minnesota Statutes 2004, section 296A.09, is 

4 amended by adding a subdivision to read: 

. 5 Subd. 6. [EXEMPTIONS.] The provisions of subdivisions 1 

6 and 2 do not apply to aviation gasoline or jet fuel purchased by 

7 an ambulance service licensed under chapter 144E. 

8 [EFFECTIVE DATE.] This section is effective for purchases 

9 made on or after July 1, 2005. 

10 Sec. 7. Minnesota Statutes 2004, section 296A.22, is 

11 amended by adding a subdivision to read: 

12 Subd. 9. [ABATEMENT OF PENALTY.] (a) The commissioner may 

13 by written order abate any penalty imposed under this section, 

14 if in the commissioner's opinion there is reasonable cause· to do 

15 so. 

16 (b) A request for abatement of penalty must be filed with 

17 the commissioner within 60 days of the date the notice stating 

18 that a penalty has been imposed was mailed to the taxpayer's 

19 last known address. 

20 {c) If the commissioner issues. an order denying a request 

21 for abatement of penalty, the taxpayer may file an 

22 administrative appeal as provided in section 296A.25 or appeal 

23 to Tax Court as provided in section 271.06. If the commissioner 

24 does not issue an order on the abatement request within 60 days 

25 from the date the request is received, the taxpayer may appeal 

26 to Tax Court as provided in section 271.06. 

27 [EFFECTIVE DATE.] This section is effective for penalties 

28 imposed on or after the day following final enactment. 

29 Sec. 8. Minnesota Statutes 2004, section·· 297E.Ol, 

30 .subdivision 5, is amended to read: 

31 Subd. 5. [DISTRIBUTOR.] "Distributor" means a distributor 

32 as defined in section 349.12, subdivision 11, or a person ~ 

33 linked bingo game provider who markets, sells, or provides 

34 gambling product to a person or entity for resale or use at the 

35 retail level. 

36 [EFFECTIVE DATE.] This section is effective the day 
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1 following final enactment. 

2 Sec. 9. Minnesota· S_tatutes 2004, section 2·91E.Ol, 

3 subdivision 7, is amended to read: 

4 Subd. 7. [GAMBLING PRODUCT.] "Gambling product" means 

5 bingo hard cards, bingo paper;-er sheets, or linked bingo paper 

6 sheets; pull-tabs; tipboards; paddletickets and paddleticket 

7 cards; raffle tickets; or any other ticket, card, board, 

8 placard, device, or token that represents a chance, for which 

9 c·onsideration is paid, to win a _prize. 

10 [EFFECTIVE DATE.] This section is effective the day 

11 following final enactment. 

12 Sec. 10. Minnesota Statutes 2004, section 297E.Ol, is 

13 amended by·adding a subdivision to read: 

14 Subd. 9a. [LINKED BINGO GAME.] "Linked bingo game" means a 

15 bingo game played at two or more locations where licensed 

16 organizations are authorized to conduct bingo, when there is a 

17 conunon prize pool and a common selection of numbers or symbols 

18 conducted at one location, and when the results of the selection 

19 are transmitted to all participating locations by satellite, 

20 telephone, or other means by a linked bingo game provider. 

21 [EFFECTIVE DATE.] This section is effective the day 

22 following final enactment. 

23 Sec. 11. Minnesota Statutes 2004, section 297E.Ol, is 

24 amended by adding a subdivision to read: 

25 Subd. 9b. [LINKED BINGO GAME PROVIDER.] "Linked bingo game 

26 provider" means any person who provides the means to link bingo 

27 prizes in a linked bingo game, who provides linked bingo paper 

28 sheets to the participating organizations, who provides linked 

29 bingo prize management~ and who provides the linked bingo game 

30 _system. 

31 [EFFECTIVE DATE.] This section is effective the day 

32 following final enactment. 

33 Sec. 12. Minnesota Statutes 2004, section 297E.06, 

34 subdivision 2, is amended to read: 

35 Subd. 2. [BUSINESS RECORDS.] An organization shall 

36 maintain records supporting the gambling activity reported to 
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1 the commissioner. Records include, but are not limited to, the 

2 following items: 

3 (1) all winning and unsold tickets, cards, or stubs for 

4 pull-tab, tipboard, paddlewheel, and raffle games; 

5 (2) all reports and statements, including checker's 

6 records, for ea~h bingo occasion; 

7 (3) all cash journals and ledg~rs, deposit slips, register 

8 tapes, and bank statements supporting gambling activity 

9 receipts; 

10 (4) all invoices that represent purchases of gambling 

11 product; 

12 (5) all canceled checks or copies of substitute checks as 

13 defined in Public Law 108-100, section 3, check recorders, 

14 journals and ledgers, vouchers, invoices, bank statements, and 

15 other documents supporting gambling activity expenditures; and 

16 (6) all organizational meeting minutes. 

17 All records required to be kept by this section must be 

18 preserved by the organization for at least 3-1/2 years and may · 

19 be inspected by the commissioner of revenue at any reasonable 

20 time without notice or .a search warrant. 

21 [EFFECTIVE DATE.] This section is effective July.1, 2005. 

22 Sec. 13. Minnesota Statutes 2004, section 297E.07, is 

23 amended to read: 

24 297E.07 [INSPECTION RIGHTS.] 

25 At any reasonable time, without notice and without a search 

26 warrant, the commissioner may enter a place of business of a 

27 manufacturer, distributor, er organization, or linked bingo· game 

28 provider; any site from which pull-tabs or tipboards or other 

29 gambling equipment or gambling product are being manufactured, 

·30 stored, or sold; or any site at which lawful gambling is being 

31 conducted, and inspect the premises, books, records, and other 

32 documents required to be kept under this chapter to determine 

33 whether or not this chapter is being fully complied with. If 

34 the commissioner is denied free access to or is hindered or 

35 interfered with in making an inspection of the place of 

36 business, books, or records, the permit of the distributor may 
) 
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1 be revoked by the commissioner, and the license of the 

2 manufacturer, the distributor, er th~ organization, or linked 

3 bingo game provider may be revoked by the board. 

4 [EFFECTIVE DATE.] This section is effective the day 

5 following final enactment. 

6 Sec. 14. Minnesota Statutes 2004, section 297F.08, 

7 subdivision 12, is amended to read: 

8 Subd. 12. [CIGARETTES IN INTERSTATE COMMERCE.] (a) A 

9 person may not transport or cause to be transported from this 

10 state cigarettes for sale in another state without first 

11 affixing to the cigarettes the stamp required by the state in 

12 which the cigarettes are to be sold or paying any other excise 

13 tax on the cigarettes imposed by the state in which the 

14 cigarettes are to. be sold. 

15 (b) A person may not affix to cigarettes the stamp required 

16 by another state or pay any other excise tax on the cigarettes 

17 imposed by another state if the other state prohibits stamps 

18 from being affixed to the cigarettes, prohibits the payment of 

19 any other ·excise tax on the cigarettes, or prohibits the sale of 

20 the. cigarettes. 

21 (c) •ot later than 15 days after the end of each calendar 

22 quarter, a person who transports or causes to be transported 

- 23 from this state cigarettes for sale in another state shall 

24 submit to the commissioner a report identifying the quantity and 

25 style of each brand of the cigarettes transported or caused to 

26 be transported in the preceding calendar quarter, and the name 

.27 and address of each recipient of the cigarettes. This reporting 

28 requirement only applies to cigarettes manufactured by companies 

29 that are not original or subsequent participating manufacturers 

30 in the Master Settlement Agreement with other states. 

31 (d) For purposes of this s~~tion, ~person" has the meaning 

32 given in section 297F.Ol, subdivision 12. Person does not 

33 include any common or contract carrier, or public warehouse that 

34 is not owned, in.whole or in part, directly or indirectly by 

35 such person, and does not include a manufacturer that has 

36 en~eree-±n~e is an original or subsequent participating 

Article 16 Section 14 ·459 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI 'UEH0785-l 

1 manufacturer in the Master· Settlement Agreement with other 

2 states. 

3 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment. 

5 Sec. 15. Minnesota Statutes 2004, section 297F.08~ is 

6 amended by adding a subdivision to read: 

7 Subd. 13. [BOND.] The commissioner may require the 

a furnishing of· a corporate surety bond or a certified check in an 

9 amount suitable to guarantee payment of the tax stamps purchased 

10 by a distributor. The bond or certified check may be required 

11 when the commissioner determines that a distributor is (1) 

12 delinguent in the filing of any return required under this 

13 chapter, or (2) delinquent in the payment of any uncontested tax 

14 liability under this chapter. The distributor shall furnish the 

15 bond or certified check for a period of two years, after which, 

16 if the distributor has not been delinquent in the filirtg of any 

17 returns required under this chapter, or delinguent in the paying 

18 of ariy tax under this chapter, a bond or certified check is no 

19 longer reguired. The commissioner at any time may apply the 

20 bond or certified check to any unpaid taxes or fees, including 

21 interest and penalties, owed to the department by the 

22 distributor. 

· 23 [EFFECTIVE DATE.] This section is effective the day 

24 following final enactment. 

25 Sec.· 16. Minnesota Statutes 2004, section 297F.09, 

26 subdivision 1, is amended to read: 

27 Subdivision 1. [MONTHLY RETURN; CIGARETTE DISTRIBUTOR.] On 

28 or before· the 18th day of each calendar month, a distributor 

29 with a place of business in this state shall file a return with 

30 ~he commissioner showing the quantity of cigarettes manufactured 

31 or brought in from outside the state or purchased during the 

32 preceding calendar month and the quantity of cigarettes sold or 

33 otherwise disposed of in this state and outside this state 

34 during that month. A licensed distributor outside this state 

35 shall in like manner file a return showing the quantity of 

36 cigarettes shipped or transported into this state during the 
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1 preceding calendar month. Returns must be made in the form and 

2 manner prescribed by the commissioner and must contain any other 

3 information required by the commissioner. The return must be 

4 accompanied by a remittance for the full unpaid tax liability 

5 shown by it. !he-reettrn-£er-ehe-May-%iabi%ity-ana-85-pereene-e£ 

6 ~he-ese±maeed-attne-±±ab±±±ey-±s-dtte-on-ehe-daee-paymene-0£-ehe 

7 ea~-±s-dtte• For distributors subject to the accelerated tax 

8 payment requirements in subdivision 10, the return for the May 

9 liability is due two business days before June 30th of the year 

10 and the return for the Jurie liability is due on or before August 

11 18th of the year. 

12 [EFFECTIVE DATE.] This section is effective the· day 

13 following final enactment. 

14 Sec. 17. Minnesota Statutes 2004, section 297F.09, 

15 subdivision 2, is amended to read: 

16 Subd. 2. [MONTHLY RETURN; TOBACCO PRODUCTS DISTRIBUTOR.] 

17 On or before the 18th day of each calendar month, a distributor 

18 with a place of business in this state shall file a return with 

19 the commissioner showing the quantity and wholesale sales price 

20 of each tobacco product: 

21 (1) brought, or caused to be brought, into this state for 

22 sale; and 

23 (2) made, manufactured, or fabricated in this state for 

24 sale in this state, during the preceding calendar month. 

25 Every licensed distributor outside this state shall in like 

26 ·manner file a return showing the quantity and wholesale sales 

27 price of each tobacco product shipped or transported to 

28 retailers in this state to be sold by those retailers, during 

29 the preceding calendar month. Returns must be made in the form 

30 and manner prescribed by the commissioner and must contain any 

31 other information required by the commissioner. The return must. 

32 be accompanied by a remittance for the full tax liability 

33 shown. ~he-reettrn-£or-ehe-May-±±ab±±±ey-and-85-pereene-o£-ehe 

34 ese±maeed-attne-±±ab±±±ey-±s-dtte-on-ehe-date-paymene-0£-ehe-ea~ 
-

35 ±s-dtte• For distributors subject toJ:he accelerated tax payment 

36 requirements in subdivision 10, the return for the May liability 
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1 is due two business days before June 30th of the year and th~ 

2· return for the June liabiiity is due Qn or before August 18th of 

3 the year. 

4 [EFFECTIVE DATE.] This section is eefective the day 

5 following final enactment. 

6 Sec. 18. Minnesota Statutes 2004, section 297G.09, is 

7 amended by adding a subdivision to read: 

8 Subd. 10. [QUARTERLY AND ANNUAL PAYMENTS AND RETURNS.] fil 

9 If a manufacturer, wholesaler, brewer, or importer has an 

10 average liquor tax liability equal to or less than $500 per 

11 month in any quarter of a calendar year, and has substantially 

12 complied with the state tax laws during the preceding four 

13 calendar quarters, the manufacturer, wholesaler, brewer, or 

14 importer may request authorization to file and pay the taxes 

15 quarterly in subsequent calendar quarters·. The authorization 

16 remains in effect during the period in which the manufacturer's, 

17 wholesaler's, brewer•s, or importer's quarterly returns reflect 

18 liquor tax liabilities of less than $1,500 and there is 

19 continued compliance with state tax laws. 

20 (b) If a manufacturer, wholesaler, brewer, or importer has 

21 an average liquor tax liability equal to or less than $100 per 

22 month during a calendar year, and has substantially complied 

23 with the state tax laws during that period, the manufacturer, 

24 wholesaler, brewer, ot importer may request authorization to 

25 file and pay the taxes annually in subsequent years •. The 

26 authorization remains in effect during the period in which the 

27 manufacturer's, wholesaler's, brewer's, or importer's annual 

28 returns reflect liquor tax liabilities of less than $1,200 and 

29 there is continued compliance with state tax laws. 

30 (c) The commissioner may also grant quarterly or annual 

31 filing and payment authorizations to manufacturers, wholesalers, 

32 brewers, or importers if the commissioner concludes that the · 

33 manufacturer's, wholesaler's, brewer's, or importer's future tax 

34 liabilities will be less than the monthly totals identified in 

35 paragraphs (a) and (b). An authorization granted under this 

36 paragraph is subject to the same conditions as an authorization 
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1 granted under paragraphs (a) and (b). 

2 (d) The annual tax return and payments must be filed and 

3 paid on or before the 18th day of January following the calendar 

4 year. The quarterly returns and payments must be filed and paid 

5 on or before April 18 for the quarter ending March 31, on or 

6 before July 18 for the quarter ending June 30, on or before 

7 October is for the quarter ending September 30, and on or before 

8 January 18 for the quarter ending December 31. 

9 [EFFECTIVE DATE.] This section is effective for tax returns 

10 and payments due on or after January 1, 2006. 

11 Sec. 19. Minnesota Statutes 2004, section 297I.Ol, is 

12 amended by adding a subdivision to read: 

13 Subd. 13a. [REINSURANCE.] "Reinsurance 11 is insurance 

14 whereby an insurance company, for a consideration, agrees to 

15 indemnify another insurance company against all or part of the 

16 loss which the latter may sustain under the policy or policies 

17 which it has issued. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 Sec. 20. Minnesota Statutes 2004, section 297I.OS, 

21 subdivision 5, is amended to read: 

22 Subd. 5. [HEALTH MAINTENANCE ORGANIZATIONS, NONPROFIT 

23 HEALTH SERVICE PLAN CORPORATIONS, AND COMMUNITY INTEGRATED 

24 SERVICE NETWORKS.] (a) Heaxeh-maineenanee-er~anizaeiens, 

25 eemmttniey-inee~raeed-serviee-neewerks1-an~-nenpre£ie-heaieh-eare 

26 serviee-p%an-eerperaeiens-are-exempe-£rem~ehe-eax-impesed-ttnder 

27 ehis-seeeien-£er-premittms-reeeived-in-ea%endar-years-i66%-ee 

28 2663. 

29 tet-Per-ea%endar-years-a£eer-i6631 A tax is imposed on 

30 health maintenance organizations, community integrated service 

31 networks, and nonprofit health 6are service plan cor~orations. 

32 The rate of tax is equal to one percent of gross premiums less 

33 return premiums on all direct business received by the 

34 organization, network, or corporation or its agents in 

35 Minnesota, in cash or otherwise, in the calendar year. 

36 tet-%n-apprevin~-ehe-premittm-raees-as-reqttired-in-seeeiens 
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1 6~~T987-sttbdi~ision-87-and-6~AT657-sttbdi~isien-37-ehe 

2 eommissieners-o£-hea%eh-and-cemmeree-sha%%-ensttre-ehae-any 

3 exem~eion-£rom-eax-as-deseribed-in-~aragra~h-tat-is-re£%eeeed-in 

4 ehe-premittm-raeeT 

·5 tdt J.!tl. The commissioner shall deposit all revenues, 

6 including penalties and interest, collected under this chapter 

7 from health maintenance organizations, community integrated 

8 service networks, and nonprofit health service plan corporations 

9 in the health care access fund. Refunds of overpayments of tax 

10 imposed by this subdiv~sion must be paid from the health care 

11 access fund. There is annually appropriated from the health 

12 care access fund to the commissioner the amount necessary to 

13 make any refunds of the tax imposed under this subdivision. 

14 [EFFECTIVE DATE.] This section is effective January ·1, 2005. 

15 Sec. 21. [REPEALER.] 

16 Minnesota Statutes 2004, section 297E.12, subdivision 10, 

17 is repealed effective the day following final enactment. 

18 ARTICLE 17 

19 DEPARTMENT OF REVENUE 

20 ELECTRONIC PAYMENTS - SF1683 

21 Section 1. [270.772] [MINIMUM DOLLAR REQUIREMENT FOR 

22 ELECTRONIC PAYMENT OF TAXES AND FEES.] 

23 (a) Except as provided in paragraph (b), payments of every 

24 tax, fee,·or surcharge administered by and payable to the 

25 commissioner in a calendar year, including deposits and 

26 estimated payments, must be remitted electronically if the 

27 liability of the taxpayer or payer for the tax, fee, or 

28 surcharge is: 

29 {l) $20,000 or more in the preceding fiscal year ending 

30 June 30, 2005; and 

31 (2) $10,000 or more in the~preceding fiscal year ending 

32 June 30, 2006, and preceding fiscal years thereafter. 

33 (b) This section does not apply to individual income, 

34 estate, fiduciary,' and airflight property taxes, and it does not 

35 apply to any law requiring all payments for a~specific type of 

36 tax, fee, or surcharge, or from a specific group of taxpayers or 
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l payers, to be made electronically regardless of dollar amount. 

2 Sec. 2. Minnesota Statutes 2004, section 289A.20, 

3 subdivision 2, is amended to read: 

4 Subd. 2. [WITHHOLDING FROM WAGES, ENTERTAINER WITHHOLDING, 

5 WITHHOLDING FROM PAYMENTS TO OUT-OF-STATE CONTRACTORS, AND 

6 WITHHOLDING BY PARTNERSHIPS AND SMALL BUSINESS CORPORATIONS.] 

7 (a) A tax required to be deducted and withheld during the 

8 quarterly period must be paid on or before the last day of the 

9 ·month following the close of the quarterly period, unless an 

10 earlier time for payment is provided. A tax required to be 

11 deducted and withheld from compensation of an entertainer and 

12 from a payment to an out-of-state contractor must be paid on or 

13 before the date the return for such tax must be filed under 

14 section 289A.18, subdivision 2. Taxes required to be deducted 

15 and withheld by partnerships and S corporations must be paid on 

16 or before the date the return must be filed under section 

17 289A.18, subdivision 2. 

18 (b) An employer who, during the previous quarter, withheld 

19 more than $1,500 of tax under section 290.92, subdivision 2a or 

20 3, or 290.923, subdivision 2, must deposit tax withheld under 

21 those sections with the commissioner within the time allowed to 

22 deposit the employer's federal withheld employment taxes under 

23 Code of Federal Regulations, title 26, section 31.6302-1, as 

24 amended through December 31, 2001, without regard to the safe 

25 harbor or de minimis rules in subparagraph (f) or the one-day 

26 rule in subsection .{c), clause (3). Taxpayers must submit a 

27 copy of their federal notice of deposit status to the 

28 commissioner upon request by the commissioner. 

29 (c) The commissioner may prescribe by rule other return 

30 perlods or deposit requirements. In prescribing the reporting 

31 period, the commissioner may classify payers according to the 

32 amount of their tax liability and may adopt' an appropriate 

33 reporting period for the class that the commissioner judges to 

34 be consistent with efficient tax collection. In no event will 

35 ·the duration of the reporting period be more than one year. 

36 (d) If less than the correct amount of tax is paid to the 
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1 commissioner, proper adjustments with respect to both the tax 

2 and the amount to be deducted must be made, without interest, in 

3 the manner and at. the times the commissioner prescribes. If the 

4 underpayment cannot be adjusted, the amount of the underpayment 

5 will be assessed and collected in the manner and at the times 

6 the commissioner prescribes. 

7 ( e) f£-1:he-eu,;~re~a1:e-ennettn1:-e£-1:he-1:ax-wH:hhe3:d-dttriru,;-a 

8 £isea3:-year-endin~-attne-39-ttnder-see1:ien-i99.9i7-sttbdivisien-ia 

9 er-37-is-eqtta3:-1:e-er-exeeeds-1:he-amettn1:s-es1:ab3:ished-£er 

10 remi1:1:in~-£edera3:-wi1:hhe3:d-1:axes-pttrsttan1:-1:e-1:he-regtt3:atiens 

11 premtt3:ga1:ed-ttnder-seetien-639itht-e£-the-fnterna3:-Reventte-eede1 

12 the-emp3:eyer-mttst-remit-eaeh-reqttired-depesi1:-£er-wages-paid-in 

13 1:he-sttbseqttent-ea3:endar-year-by-e3:ee1:renie-means. 

14 t£t A third-party bulk filer as defined in section 290.92, 

15 subdivision 30, paragraph (a), clause (2), who remits 

16 withholding deposits must remit all deposits by electronic means 

17 as-previded-in-para~raph-tet, regardless of the aggregate amount 

18 of tax withheld during a fiscal year for all of the employers. 

19 Sec. 3. Minnesota Statutes 2004, section 289A.20, 

20 subdivision 4, is amended to read: 

21 Subd. 4. [SALES AND USE TAX.] (a) The taxes imposed by 

22 chapter 297A are due and payable to the commissioner monthly on 

23 or before the 2.0th. day of the month following the month in which 

24 the taxable event occurred, or following another reporting 

25 period as the commissioner prescribes or as allowed under 

26 section 289A.18, subdivision 4, paragraph (f) or.Cg), except 

27 that use taxes due on an annual use tax return as provided under 

28 section 289A.ll, subdivision l, are payable by April 15 

29 following the close of the calendar year. 

30 (b) A vendor having a liability of $120,000 or more during 

31 a fiscal year ending June 30 mu.st remit_ the June liability for 

32 the next ,year in the following manner: 

33 (1) Two business days before June 30 of the ye•r, the 

34 vendor must. remit 85 percent of the estimated June liability to 

35 the pommissioner. 

36 (2) On or before August 20 of the year, the vendor must pay 
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l any additional ·amount of tax not remitted in June. 

2 tet-A-~ender-na~ing-a-%iabi%ity-e£-$%%61666-er-mere-dttring 

3 a-£isea%-year-ending-attne-36-mttst-remit-a%%-%iabi%ities-on 

4 retttrns-dtte-£or~peri~ds-beginning-in-tne-sttbseqttent-ea%endar 

5 year-by-e~eeereftie-meafts-en-er-be£ere-ehe-i9eh-eay-e£-ehe-meneh 

6 £e%%owing-the-meni:n-in-whieh-the-taxab%e-e~ent-eeettrred7-er-en 

7 er-be£ere-the-%9th-day-e£-the-menth-£e%%ewing-tne-menth-in-whieh 

8 tne-sa%e-is-reperted-ttnder-seetien-%89A•%87-sttbdivisien-47 

9 exeept-£er-85-pereent-e£-the-estimated-attne-%iabi%ity7-wnieh-is 

10 dtte-twe-bttsiness-days-be£ere-attne-3e.--~ne-remaining-amettnt-e£ 

11 tne-attne-%iabi%ity-is-dtte-en-Att~ttst-ze. 

12 Sec. 4. Minnesota Statutes 2004, section 297E.02, 

13 subdivision 4, is amended to read: 

14 Subd. 4. [PULL-TAB AND TIPBOARD TAX.] (a) A tax is imposed 

15 on the sale of each deal of pull-tabs and tipboards sold by a 

16 distributor. The rate of the tax is 1.7 percent of the ideal 

17 gross of the pull-tab or tipboard deal. The sales tax imposed 

18 by chapter 297A on the sale of the pull-tabs and tipboards by 

19 the distributor is imposed on the retail sales price less the 

20 tax imposed by this subdivision. The retail sale of pull-tabs 

21 or tipboards by the organization is exempt from taxes imposed by 

22 chapter 297A and is exempt from all local taxes and license fees 

23 except a fee authorized unde~ section 349.16, subdivision 8. 

24 (b) The liability for the tax imposed by this section is 

25 incurred when the pull-tabs and tipboards are delivered by the 

26 distributor to the customer or to a common or contract carrier 

27 for delivery to the customer, or when received by the customer's 

28 authorized representative at the distributor's place of 

29 business, regardless of the distributor's method of accounting 

30 or the terms of th.e sale. 

31 The tax imposed by this subdivision is imposed on all sales 

32 6f pull-tabs and tipboards, except the following: 

33 (1) sales to the .governing body of an Indian tribal 

34 organization for use on an Indian reservation; 

35 (2) sales to distributors licensed under the laws of 

36 another state or of a province of Canada, as long as all 
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1 statutory and regulatory requirements are met in the other state 

2 or province; 

3 (3) sales of promotional tickets as defined in section 

4 349.12;, and 

5 (4) pull-tabs and tipboards sold to an organization that 

6 sells pull-tabs and tipboards under the exemption from licensing 

7 in section 349.166, subdivislon 2. A distributor shall require 

8 an organization conducting exempt gambling to show proof of its 

9 exempt status before making a tax-exempt sale of pull-tabs or 

10 tipboards to the orga~ization. A distributor shall identify, on 

11 all reports submitted to the commissioner, all sales of· 

.12 . pull-tabs and tipboards that are exempt from tax under this 

13 subdivision. 

14 ( c) A-dis.eribtt1:er-haYing-a-3:iabi3:H:y-e£-$3:i9;-999-er-mere 

15 dttring-a-£isea3:-year-ending-attne-39-mttse-remit-a3:3:-3:iabi3:ieies 

16 in-ehe-sttbse~ttene-ea3:endar-year-by-e3:eeerenie-means• 

17 tdt Any customer who purchases deals of pull-tabs or 

18 tipboards from a distributor inay file an annual claim for a 

19 refund or credit of taxes paid pursuant to this subdivision for 

20 unsold pull-tab and tipboard tickets. The claim must be filed 

21 with the commissioner on a fa.rm prescribed by the commissioner 

22 by.March 20 of the year following the calendar year for which 

23 the refund is claimed. The refund must be filed as part of the 

24 customer's February monthly return. The refund or credit is 

25 equal to 1.7 percent of the face·value of the unsold pull-tab or 

26 tipboard tickets, provided that the refund Qr credit will be 

27 1.75 percent of the face value of the unsold pull-tab or 

28 tipboard tickets 'for claims for a refund or credit of taxes 

29 filed on the February 2001 monthly return. The refund claimed 

30 will be applied as a credit against tax owing under this chapter 

31 on the February monthly return.~· If the.refund claimed exceeds 

32 the tax owing on the February monthly return, that amount will 

33 be refunded. The amount refunded will bear interest pursuant to 

34 section 270.76 from 90 days after the claim is filed. 

35 Sec. 5. Minnesota Statutes 2004, section 473.843, 

36 subdivision 3, is amended to read: 
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1 Subd. 3. [PAYMENT OF FEE.] On or before the 20th day of 

2 each month each operator shall pay the fee due under this 

3 section for the previous month, using a form provided by the 

4 commissioner of revenue. 

5 An-or>erai:or-havi-ng-a-ree-or-$:1:~9,999-or-more-ettri-ng-a 

6 £isea:l:-year-ending-attne-39-mttse-~ay-a:l::l:-£ees-in-ehe-sttbseqttene 

7 eaiendar-year-by-eieeeronie-:means. 

8 Sec. 6. [REPEALER.] 

9 Minnesota Statutes 2004, sections 289A.26, subdivision 2a; 

10 289A.60, subdivision 21; 295.55; subdivision 4; 295.60, 

11 subdivision 4; 297F.09, subdivision 7; 297G.09, subdivision 6; 

12 297I.35, subdivision 2; and 297I.85, subdivisiori 7, are repealed. 

13 Sec. 7. [EFFECTIVE DATE.] 

14 This article is effective for payments due in calendar year 

15 2006, and in calendar years thereafter, based upon liabilities 

16 incurred in the fiscal year·ending June 30, 2005, and in fiscal 

17 years thereafter. 

18 ARTICLE 18 

19 DEPARTMENT OF REVENUE 

20 MISCELLANEOUS - SF1683 

21 Section 1. Minnesota Statutes 2004, section 15.06, 

22 subdivision 6, is amended to read: 

23 Subd. 6. [GENERAL POWERS OF COMMISSIONERS.] Except as 

24 otherwise. expressly provided_by law, a commissioner shall have 

25 the following powers: 

26 (1) to delegate to any subordinate employee the exercise of 

27 specified statutory powers or duties as the commissioner may 

28 deem advisable, subject to the commissioner's control; provided, 

29 that every delegation shall be made by written order, filed with 

30 the secretary of state; and further provided that only a deputy 

31 commissioner may have all the powers or.duties of the 

32 commissioner. A commissioner who delegates the exercise of 

33 identical powers or duties to ten or more subordinate employees, 

34 may combine the delegation to these employees in one written 

35 order. A delegation of authority granted by a commissioner 

36 remains in effect until revoked by the commissioner, revoked by 
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1 a successor commissioner, or termination of the employees• 

2 employment. A successor commissioner may continue to grant the 

3 same delegations of authority that were granted by a previous 

4 commissioner, by issuing a written order that is filed with the 

5 secretary of state and lists the names of the subordinate 

6 employees that have orders of delegations of authority, the date 

7 the order was signed, and the date the order was filed with the 

8 secretary of state; 

9 (2) to appoint all subordinate·employees and to prescribe 

10 their duties; provided, that all departments and agencies shall 

11 be subject to the provisions of chapter 43A; 

12 ( 3) with the approval of the commiss·ioner of 

13 . administration, to organize the department or agency as deemed 

14 advisable in the interest of economy and efficiency; and 

15 (4) to prescribe procedures for the internal management of 

16 the department or agency to the extent that the procedures do 

17 not directly affect the rights of or procedure available to the 

18 public. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 2. Minnesota Statutes 2004, section 16D.10, is 

22 amended to read: 

23 16D.10 [CASE REVIEWER.] 

24 Subdivision 1. [DUTIES.] The commissioner shall make a 

25 case reviewer available to debtors. The reviewer must be 

26 available to answer a debtor's questions concerning the 

27 collection process and to review the collection activity taken. 

28 If the· reviewer reasonably believes that the particular action 

29 being taken is unreasonable or unfair, the reviewer may make 

30 recommendations to the commissioner in regard to the collection 

31 action. 

32 Subd. 2. [AUTHORITY TO ISSUE. DEBTOR ASSISTANCE ORDER.] On 

33 application filed by a debtor with ·the case reviewer, in the 

34 form, manner, and in the time prescribed by the commissioner, 

35 and after thorough investigation, the case reviewer may issue a 

36 debtor assistance.order if, in the determination of the case 
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1 reviewer, the.manner in which the state debt collection laws are 

2 being administered.is creating or will create an unjust and 

3 inequitable result for the debtor. Debtor assistance orders are 

4 governed by the provisions relating to taxpayer assistance 

5 orders under section 270.273. 

6 Subd. 3. [TRANSFER OF DUTIES TO TAXPAYER RIGHTS ADVOCATE.] 

7 All duties and authority of the case reviewer under subdivisions 

8 1 and 2 are transferred to the taxpayer rights advocate. 

9 [EFFECTIVE DATE.] This section is effective the day 

10 following final enactment. 

11 Sec. 3. Minnesota Statutes 2004, section 270.65, is 

12 amended to read: 

13 · 270.65 [DATE OF ASSESSMENT; DEFINITION.] 

14 For purposes of taxes administered by the commissioner, the 

15 term "date of assessment" means the date a liability reported on 

16 a return was entered into the records of the commissioner or the 

17 date a return should have been filed, whichever is later; or, in 

18 the case of taxes determined by the commissioner,· "date of 

19 assessment" means the date of the order assessing taxes or date 

20 of the return made by the commissioner; or, in the case of an 

21 amended return filed by the taxpayer, the assessment date is the 

22 date additional liability reported on the return, if any, was 

23 entered into the records of the commissioner; or, in the case of 

24 a consent agreement signed by the taxpayer under section 270.67, 

25 subdivision 3, the assessment date is the notice date shown on 

26 the agreement; or, in the case of a check from a taxpayer that 

27 is dishonored and results in an erroneous refund being given to 

28 the taxpayer, remittance of the check is deemed to be an 

29 assessment and the "date of assessment" is the date the check 

30 was received by the commissioner. 

31 [EFFECTIVE DATE.] This section is effective the day 

32 following final enactment. 

33 Sec. 4. Minnesota Statutes 2004, section 270.67, 

34 subdivision 4, is amended to read: 

35 Subd. 4. [OFFER-IN-COMPROMISE AND INSTALLMENT PAYMENT 

36 PROGRAM.] (a) In implementing the authority provided in 
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1 subdivision 2 or in sections 8.30 and 16D.15 to accept offers of 

2 installment payments or ~ffers-in-compromise of tax liabilities, 

3 the commissioner of revenue shall prescribe guidelines for 

4 . employees of the Department of Revenue to determine whether an 

s offer-in-compromise or.an offer to make installment payments is 

6 adequate and should be accepted to resolve a dispute. In 

7 prescribing the guidelines, the commissioner shall develop and 

8 publish schedules of national and local allowances designed to 

9 provide that taxpayers entering_into a compromise or payment 

10 agreement have an adequate means to provide for basic living 

11 expenses. The guidelines must provide that the· taxpayer's 

12 ownership interest in a.motor vehicle, to the extent of the 

13 value allowed in sectiori 550.37, will not be considered as an 

14 asset; in the case of an offer related to a joint tax liability 

15 of spouses, that value of two motor vehicles must be excluded. · 

16 The guidelines must provide that employees of the department 

17 shall determine, on the basis of the facts and circumstances of 

18 each ta~payer, whether the use of the schedules is appropriate 

19 and that employees must not use the schedules to the extent the 

20 use would result in the taxpayer not having adequate means to 

21 provide for basic living expenses. The guidelines must provide 

22 that: 

23 (1) an employee of the department shall not reject an 

24 of fer-in-compromise or an offer to make ins~allment payments 

25 from a low-income taxpayer solely on the basis of the amount. of 

26 the offer; and 

27 (2) in the case of an offer-in-compromise which relates 

28 only to issues of liability of the taxpayer: 

29 (i) the offer must not be rejected solely because the 

30 commissioner is unable to locate the taxpayer's return or return 

31 information for verification of~·the liability; and 

32 (ii) the taxpayer shall not be required to provide an 

33 audited, reviewed, or compiled financial statement. 

34 (b) The commissioner shall establish procedures: 

35 (1) that require presentation of a counteroffer or a 

36 written rejection of the offer by the commissioner if the amount 
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1 offered by the taxpayer in an offer-in-compromise or an offer to 

2 make installment payments is not accepted by the commissioner; 

3 (2) for an administrative review of any written rejection 

4 of· a proposed offer~in-compromise or installment agreement made 

5 by a taxpayer under this section before the rejection is 

6 communicated to the taxpayer; 

7 (3) that allow a taxpayer to request reconsideration of any 

8 written rejection of the offer or agreement to the commissioner 

9 of revenue to determine whether .the rejection is reasonable and 

10 appropriate under the circumstances; and 

11 (4) that provide for notification to the taxpayer when an 

12 offer-in-compromise has been accepted, and issuance of 

13 certificates of release of any liens imposed under section 

14 270.69 related to the liability which is the subject of the 

15 compromise. 

16 (c) Each compromise proposal must be accompanied by a 

17 nonrefundable payment of $250. If the compromise proposal is 

18 accepted, the payment must be applied to the accepted compromise 

19 amount. If the compromise is rejected, the payment must be 

20 applied to the outstanding tax debts of the taxpayer pursuant to 

21 section 270. 652. · In cases of financial hardship, upon 

22 presentation of information establishing an inability to make 

23 the $250 payment, the commissioner ·may waive this reguirement. 

24 [EFFECTIVE DATE.] This section is effective for offers in 

25 compromise submitted after August 31, 2005. 

26 Sec. 5. Minnesota Statutes 2004, section 270.69, 

27 subdivision 4, is amended to read: 

28 Subd. 4. [PERIOD OF LIMITATIONS.] The lien imposed by this 

29 section shall, notwithstanding any other provision· of ·law to the 

30 _contrary, be enforceable from the time the lien arises and for 

31 ten years from the date of filing the notice of lien, which must 

32 be filed by the commissioner within five years after the date of 

33 assessment of the tax or final administrative or judicial 

34 determination of the assessment. A notice of lien filed in one 
-

35 county may be transcribed to the secretary of state or to any 

36 other county within ten years after the date of its filing, but 
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1 the transcription shall not extend the period during which the 

· 2 lien is enforceable. A notice of lien may be renewed by the 

3 commissioner before the expiration of the ten-year period for an 

4 . additional ten years. The taxpayer must receive written notice 

5 of the renewal. 

6 [EFFECTIVE DATE.] This section is effective the day 

7 following final enactment. 

8 Sec. 6. Minnesota Statutes 2004, section 289A.19, 

9 subdivision 4, is amended to read: 

10 Subd. 4. ·[ESTATE TAX RETURNS.] When-in-ehe-eommissioneris 

11 ;tte~mene-~oed-eattse-exises7-ehe-eo1Mlissioner-may-exeend-ehe-eime 

12 £or-£i%in~-an-eseaee-eax-reettrn-£or-noe-more-ehan-six-monehs. 

13 When an extension to file the federal estate tax return has been 

14 granted under section 6081 of the Internal Revenue Code, the 

15 time for filing the estate tax return is extended for that 

16 period. If the estate requests an extension to file an estate 

17 tax return within the time provided in section 289A.18, 

18 subdivision 3, the commissioner shall extend the time for filing 

19 the estate tax return for six months. 

20 [EFFECTIVE DATE.] This section is effective for estates of 

21 decedents dying after December 31, 2004. 

22 Sec. 7. Minn~sota Statutes 2004, section 289A.31, 

23 subdivision 2, is amended to read: 

24 Subd. 2. [JOINT INCOME TAX RETURNS.] (a) If a joint income 

25 tax return is made by a husband and wife, the liability for the 

26 tax is joint and several. A spouse who.qualifies for relief 

27 from a liability attributable to an underpayment under section 

. 28 6015(b) of the Internal Revenue Code is relieved of the state 

29 income tax liability on the underpayment. 

30 (b) In the case of individuals who were a husband and wife 

31 prior to the dissolution of thefr marriage or their legal 

32 separation, or prior to the death of one of the individuals, for 

33 tax liabilities reported on a joint or combined return, the 

34 liability of each person is limited to the proportion of the tax 

35 due on· the return that equals that person's proportion of the 

36 total tax due if the husband and wife filed separate returns for 
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1 the taxable year. This provision is effective only when the 

2 commissioner re.ceives written notice of the marriage 

3 dissolution, legal separation, or death of a spouse from the 

4 husband or wife. No refund may be claimed by an ex-spouse, 

5 legally separated or widowed spouse for any taxes paid more than 

6 60 days before receipt by the commissioner of the written notice. 

7 (c) A reguest for calculation of separate liability 

8 pursuant to paragraph (b) for taxes reported on a return must be 

9 made within six years after the due date of the return. · For 

10 calculation of separate liability for taxes assessed by the 

11 commissioner under section 289A.35 or 289A.37, the reguest must 

12 be made.within six years after the date of assessment. The 

13 commissioner is not reguired to calculate separate liability if 

14 the remaining unpaid liability for which recalculation is 

15 reguested is $100 or less. 

16 [EFFECTIVE DATE.] This section is effective for reguests 

17 for relief made on or after the day following final enactment. 

18 Sec. 8. Minnesota Statutes 2004, section 289A.37, 

19 subdivision 5, is amended to read: 

20 Subd. 5. [SUFFICIENCY .OF NOTICE.] An order of assessment, 

21 sent postage prepaid by United States mail to the taxpayer at 

22 the taxpayer's last known address, or sent by electronic mail to 

23 the taxpayer's last known electronic mailing address as provided 

24 for in section 325L.08, is sufficient even if the taxpayer is 

25 deceased or is under a legal disability, or, in the case of a 

26 corporation, has terminated its existence, unless the department 

27 has been provided with a new address by a party authorized to 

28 receive notices of assessment. 

29 [EFFECTIVE DATE.] This section is effective the day 

30 following final enactment. 

31 Sec. 9. Minnesota Statute$ 2004, $ection 289A.60, 

32 subdivision 2a, is amended to read: 

33 Subd. 2a. [PENALTIES FOR EXTENDED DELINQUENCY.] (a) If an 

34 individual income tax is not paid within 180 days after the date 

35 of filing of a return or, in the case of taxes assessed by the 

36 commissioner, within 180 days after the assessment date or, if 
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1 appealed, within 180 days after final resolution of the appeal, 

2 an extended delinquency penalty of five percent of the tax 

3 remaining unpaid is added to the amount due. 

4 (b) If a eorporaee-£ranehise7-£±dtteiary-ineome1-mining 

5 eompany7-est:at:e7-part:nership7-S-·eorperat:ien7-or-nenresident: 

6 eneerea±ner tax return is not filed within 30 days after written 

7 demand for the filing of a delinquent return, an extended 

8 delinquency penalty of five percent of the tax not paid prior to 

9 the demand is-added-eo-ehe-eax, _or ±n-ehe-ease-o£-an-±ndiv±dtta% 

1 o ±neome-eax-reetu1n7-a-minimttm-pena%ey-0£ $1 O O or-ehe-£ive-pereene 

11 pena%ey is imposed, whichever amount is greater. 

12 [EFFECTIVE DATE.] This section is effective for returns 

13 originally due on or after August 1, 2005. 

14 Sec. 10. Minnesota Statutes 2004, section 289A.60, 

15 subdivision 6, is amended to read: 

16 Subd. 6. [PENALTY FOR FAILURE TO FILE, FALSE OR FRAUDULENT 

17 RETURN, EVASION.] If a person, with intent to evade or defeat a 

18 tax or payment of tax~ fails to file a return, files a false or 

19 fraudulent return, or attempts in any other manner to evade or 

20 defeat a ·tax or payment of tax, there is imposed on the person a 

21 penalty equal to 50 percent of the tax, less amounts paid by the 

22 person on the basis of the false or fraudulent return, if any, 

23 due for the period to which the return related. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 following final enactment. 

26 Sec. 11. Minnesota Statutes 2004, section 289A.60, 

27 subdivision 11, is amended to read: 

28 Subd. 11. [PENALTIES RELATING TO INFORMATION REPORTS, 

29 WITHHOLDING.] (a) When a person required under section 289A.09, 

30 subdivision 2, to give a statement to an employee or payee and a 

31 duplicate statement to the commissioner~ or to give a 

32 reconciliation of the statements and quarterly returns to the 

33 commissioner, gives a false or fraudulent statement to an 

34 employee or payee or a false or fraudulent duplicate statement 

35 or reconciliation of statements and quarterly returns to the 

36 commissioner, or fails to give a statement or the reconciliation 

Article 18 Section 11 476 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 in the manner, when due, and showing the information required by 

2 section 289A.09, subdivision 2, or rules prescribed by the 

3 commissioner under that section, that person ·is liable for a 

4 penalty of $50 for an act or failure to act. The total amount 

5 imposed on the delinquent person for failures during a calendar 

6 year must not exceed $25,000. 

7 (b) In addition to any other penalty provided by law, an 

8 employee who gives a withholding exemption certificate or a 

9 residency affidavit to an employer that the-emp%eyee-has-reasen 

10 ee-knew-eeneains-a-maeeria%%y-ineerreee-seaeemene decreases the 

11 amount withheld under section 290.92 and as of the time the 

12 certificate or affidavit was given to the employer there was no 

13 reasonable basis for the statements in the certificate or 

14 affidavit is liable to the commissioner of revenue for a penalty 

15 of $500 for each. instance. 

16 (c) In addition to any other penalty provided by law, an 

17 employer who fails to submit a copy of a withholding exemption 

18 certificate or a residency affidavit required by section 290.92, 

19 subdivision Sa, clause (l)(a), (l)(b), or (2) is liable to the 

20 commissioner of revenue for a penalty of $50 for each instance. 

21 (d) An employer or payor who fails to file an application 

22 for a withholding account number, as required by section 290.92, 

23 subdivision 24, is liable to the commissioner for a penalty of 

24 $100 .. 

25 [EFFECTIVE DATE.] This section is effective for 

26 certificates and affidavits given to employers after December 

27 31, 2005 .. 

28 Sec .. 12. Minnesota Statutes 2004, section 290.92, 

29 subdivision 1, is amended to read: 

30 Subdivision 1. [DEFINITIONS.] (1) [WAGES.] For purposes 

31 of this section, the term "wages•• means the same as that term is 

32 defined in section 340l(a) and (f) of the Internal Revenue Code. 

33 ( 2) . [PAYROLL PERIOD. l For purposes of this section the 

34 term "payroll period" means a period for which a payment of 

35 wages is ordinarily made to the employee by the employee's 

36 employer, and the term "miscellaneous payroll period" means a 
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1 payroll period other than a daily, weekly, biweekly, 

2 semimonthly, monthly, quarterly, semiannual, or annual payroll 

3 period. 

4 (3) [EMPLOYEE.] For purposes of this section the term 

5 "employee" means any resident individual performing services for 

6 an employer, either within or without, or both within and 

7 without the state of Minnesota, and every nonresident individual 

8 performing services within the state of Minnesota, the 

9 performance of which services constitute, establish, and 

10 determine the relationship between the parties as that of 

11 employer and employee. As used in the preceding sentence, the 

12 term "employee" includes an officer of .a corporation, and an 

13 officer, employee, or elected official of the United States, a 

14 state, or any political subdivision thereof, or the District of 

15 Columbia, or any agency or instrumentality of any one or more of 

16 the foregoing. 

17 (4) [EMPLOYER.] For purposes of this section the term 

18 "employer" means any person, including individuals, fiduciaries, 

19 estates, trusts, partnerships, limited liability companies, and 

20 corporations transacting business in -or deriving any income from 

21 sources within the state of Minnesota for whom an individual 

22 performs or performed any service, of whatever nature, as the 

23 employee of such person, except that if the person for whom the 

24 individual performs or performed the services does not have 

25 %ega% control.of the payment of the wages for such services, the 

26 term "employer," except for purposes of paragraph (1), means the 

27 person having %egai control of the payment of such wages. As 

28 used in the preceding sentence, the term "employer" includes any 

29 corporation, individual, estate, trust, or organization which is 

30 .exempt from taxation under section 290.05 and further includes, 

31 but is npt limited to, officers ~of corporations who have %ega% 

32 control, either individually or jointly with another or others, 

33 of the payment of the wages. 

34 (5) [NUMBER OF WITHHOLDING EXEMPTIONS CLAIMED.] For 

35 purposes of this section, the term "number of withholding 

36 exemptions claimed 11 means the number of withholding exemptions 
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l claimed in a withholding exemption certificate in effect under 

2 subdivision 5, except that if no such certificate is in effect, 

3 the number of withholding exemptions claimed shall be considered 

4 to be zero. 

5 [EFFECTIVE DATE.] This section is effective the day 

6 following final enactment. 

7 Sec. 13. Minnesota Statutes 2004, section 290C.05, is 

8 amended to read: 

9 290C.05 [ANNUAL CERTIFICATION.] 

10 On or before July 1 of each year, beginning with the year 

11 after the claimant has received an approved application, the 

12 commissioner shall send each claimant enrolled under the 

13 sustainable forest incentive program a certification form. The 

14 claimant must sign the certification, attesting that the 

15 requirements and conditions for continued enrollment in the 

16 program are currently being met, and must return the signed 

17 certification form to the commissioner by August 15 of that same 

18 year. Pe±%ttre-ee If the claimant does not return an annual 

19 certification form by the due date sha%%-restt%e-±n-remeva%-e£ 

2 o i:he-ianes-£rem-ehe-prev±s±e·ns-e£-ehe-sttsi:a±neb%e-£erese 

21 ±neene±ve-pre~rem;-and-i:he-±mpes±i:±en-e£-any-epp%±eab%e-remeve% 

·22 peneiey, the provisions in section 290C.ll apply. ~he-e%e±mane 

23 mey-eppea%-ehe-remeva%-and-any-assee±eeed-pena%ey-eeeerd±n~-ee 

24 i:he-preeedttres-end-w±i:h±n-ehe-e±me-e%%ewed-ttnder-i:h±s-ehapeer~ 

25 [EFFECTIVE DATE.] This section is effective the day 

26 following final enactment. 

27 Sec. 14. [290C.055] [LENGTH OF COVENANT.] 

28 The covenant remains in effect for a minimum of eight 

29 years. If land is removed from the program before it has been 

30 enrolled for four years, the covenant remains in effect for 

31 eight years from the date recorded. 

32 If land that has been enrolled for four years or more is 

33 removed from the program for any reason, there is a waiting 

34 period before the covenant terminates. The covenant terminates 

35 on January 1 of the fifth calendar year that begins after the 

36 date that: 
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1 (1) the commissioner receives notification from the 

2 claimant that the claimant wishes to remove the land from the 

3 program under section 290C.10; or 

4 (2) the date that the land is removed from the program 

5 under section 290C.ll. 

6 Notwithstanding the other provisions of this section, the 

7 covenant is terminated at the same time that the land is removed 

8 from the program due to acquisition of title or possession for a 

9 public purpose under section 290C.10. 

10 [EFFECTIVE DATE.] This section is effective the day 

11 following final enactment. 

12 Sec. 15. Minnesota Statutes 2004, section 290C.10, is 

13 amended to read: 

14 290C.10 [WITHDRAWAL PROCEDURES.] 

15 An approved claimant under the sustainable forest incentive 

16 program for a minimum of four years may notify the commissioner 

17 of the intent to terminate enrollment. Within 90 days of 

18 receipt of notice to.terminate enrollment, the commissioner 

19 shall inform the claimant in writing, acknowledging receipt of 

20 this notice and indicating the effective date of termination 

21 from the sustainable forest incentive program. Termination of 

22 enrollment in the sustainable forest incentive program occurs on 

23 January 1 of the fifth calendar year that begins after receipt 

24 by the commissioner of the termination notice. After the 

25 commissioner issues an effective date of termination, a claimant 

26 wishing to continue the land's enrollment in the sustainable 

27 forest incentive program beyond the termination date must apply 

28 for enrollment as prescribed in section 290C.04. A claimant who 

29 withdraws a parcel of land from this program may not reenroll 

30 the parcel for a period of three years. Within 90 days after 

31 the termination date, the commissioner shall execute and 

32 acknowledge a document releasing the land from the covenant 

33 required under this chapter. The document must be mailed to the 

34 claimant and is entitled to 'C recorded. The commissioner may 

35 allow early withdrawal from t.he Sustainable Forest Incentive Act 

36 without penalty ~n-eases-e£-~2'ftdemna~.~en when the state of 
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1 Minnesota, any local government unit, or any other entity which 

2 has the right of eminent domain acquires title or possession to 

3 the land for a public purpose notwithstanding the provisions of 

4 this section. In the case.of such acguisition, the commissioner 

5 shall execute and acknowledge a document releasing the land 

6 acquired by the state, local government unit, or other entity 

7 from the covenant. All other enrolled land must remain in the 

8 program. 

9 [EFFECTIVE DATE.] This section is effective the day 

10 following final enactment. 

11 Sec. 16. Minnesota Statutes 2004, section 3250.33, 

12 subdivision 6, is amended to read: 

13 Subd. 6. [VIOLATIONS.] If the commissioner determines that 

14 a distributor is violating any provision of this chapter, the 

15 commissioner must give the distributor a written warning 

16 explaining the violation and an explanation of what must be done 

17 to comply with this chapter. Within ten days of issuance of the 

18 warning, the distributor must notify the commissioner that the 

19 distributor has complied with the commissioner's recommendation 

20 or request that the commissioner set the issue for a hearing 

21 pursuant to chapter 14. If a hearing is requested, the hearing 

22 shall be scheduled within 20 days of the request and the 

23 recommendation of the administrative law judge shall be issued 

24 within five working days of the close of the hearing. The 

25 commissioner's final determination shall be issued within five 

26 working days of the receipt of the administrative law judge's 

27 recommendation. If the commissioner•s final determination is 

28 adverse to the distributor and the distributor does not comply , 

29 within ten days of receipt of the ·commissioner's final' 

30 determination, the commissioner may order the distributor to 

31 immediately cease the stamping of cigarettes. As soon as 

32 practicable after the order, the commissioner must remove the 

33 meter and any unapplied cigarette stamps from the premises of 

34 the distributor. 

35 If within ten days of issuance of the written warning the 

36 distributor has not complied with the commissioner's 
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1 recommendation or requested a hearing, the commissioner may 

2 order the distributor to immediately cease the stamping of 

3 cigarettes and remove the meter and unapplied stamps from the 

4 distributor's premises. 

s f£7-wieh~n-any-%%-moneh-period1-ehe-eommissioner-has-isstted 

6 ehree-wrieeen-warnings-eo-any-diseribtteor7-even-i£-ehe 

7 diseribtteor-has-eomp%ied-wiehin-een-days7-ehe-~ommissioner-sha%% 

8 noei£y-ehe-diseribtteer-o£-ehe-eommissioneris-ineene-eo-revoke 

9 ehe-diseribtteeris-%ieense-£er-a~eeneintting-eottrse-e£-eendttee 

10 eonerary-eo-ehis-ehapeer.--Por-pttrpeses-0£-ehis-paragraph7-a 

11 wrieeen-warning-ehae-was-tt%eimaee%y-reso%ved-by-remova%-e£-ehe 

12 warning-by-ehe-eommissioner-is-noe-deemed-eo-be-a-warning•--~he 

13 eemmissioner-mttse-noei£y-ehe-diseribtteor-o£-ehe-daee-and-eime-o£ 

14 a-hearing-pttrsttane-eo-ehapeer-%4-ae-%ease-%9-days-be£ore-ehe 

15 hearing-is-he%d.--~he-hearing-mttse-provide-an-opporettniey-£or 

16 ehe-diseribtteor-eo-show-eattse-why-ehe-%ieense-shott%d-noe-be 

17 revoked.--%£-ehe-eommissioner-revokes-a-diseribtteoris-%ieense7 

18 ehe-eommissioner-sha%%-noe-isstte-a-new-%ieense-eo-ehae 

19 diseribtteor-£or-%89-days• 

20 [EFFECTIVE DATE.] This section is effective the day 

21 following final enactment. 

22 Sec. 17. Minnesota Statutes 2004, section 473.843, 

23 subdivision 5, is amended to read: 

24 Subd. 5. [PENALTIES; ENFORCEMENT.] The audit, penalty, and 

25 enforcement provisions applicable to corporate franchise taxes 

26 imposed under chapter 290 apply to the fees imposed under this 

27 section. The commissioner of revenue shall administer the 

28 provisions. 

29 [EFFECTIVE DATE.] This section is effective the day 

30 following final enactment. 

3l ARTICLE 19 

32 INDIVIDUAL INCOME TAX - SF2206 

33 Section 1. Minnesota Statutes 2004, section 16A.152, 

34 subdivision 2; is amended to read: 

35 Subd. 2. [ADDITIONAL REVENUES; PRIORITY.] (a) If on the 

36 basis of a forecast of general fund revenues and expenditures, 
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1 the commissioner of finance determines that there will be a 

2 positive unrestricted budgetary general fund balance at the 

3 close of the biennium, the commissioner.of finance must allocate 

4 money to the following accounts and purposes in priority ·order: 

5 (1) the cash flow account established in subdivision 1 

6 until that account reaches $350,000,000; 

7 (2) the budget reserve account established in subdivision 

8 la until that account reaches $653,000,000; 

9 (3) the amount necessary to increase the aid payment 

10 schedule for school district aids and credits payments in 

11 section 127A.45 to not more than 90 percent; ene 

12 (4) the amount necessary to restore all or a portion of the 

13 net aid reductions under section 127A.441 and to reduce the 

14 property tax revenue recognition shift under section 123B.75, 

15 subdivision 5, paragraph (c), and Laws 2003, First Special 

16 Session chapter 9, article 5, section 34, as amended by Laws 

17 2003, First Special Session chapter 23, section 20., by the same 

18 amountl_ 

19 (5) the amount necessary to eliminate requirements for 

20 accelerated payments of June tax liabilities under sections 

21 287.12; 287.29; 289A.20, subdivision 4; 297F.09, subdivision 10, 

22 and.297G.09, subdivision 9; 

23 (6) the amount necessary to provide that interest is 

24 payable on claims for refunds of the sales tax paid on exempt 

25 capital equipment from the date the claim is filed with the 

26 commissioner and on other exempt items as provided in Minnesota 

27 Statutes 2002, section 297A.75, subdivision 4; and 

28 (7) the amount necessary to make payments of local 

29 government aids and taconite aid reimbursements in four 

30 · installments in each of the months of March, July, September, 

31 and November as provided in Minn:esota Statutes 1980, section 

32 477A.Ol. 

33 (b) The amounts necessary to meet the requirements of this 

34 section are appropriated from the general fund within two weeks 

35 after the forecast is released or, in the case of transfers 

36 under paragraph (a), clauses (3) and (4), as necessary to meet 

Article 19 Section 1 483 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 the appropriations schedules otherwise established in statute. 

2 (c) To the extent that a positive unrestricted budgetary 

3 general fund balance is projected, appropriations under this 

4 section must be made before any transfer is made under section 

5 16A.1522. 

6 (d) The commissioner of finance shall certify the total 

7 dollar amount of the reductions under paragraph (a), clauses (3) 

8 and (4), to the commissioner of education. The commissioner of 

9 education shall increase the aid payment percentage and reduce 

10 the property tax shift percentage by these amounts and apply 

11 those reducfions to the current fiscal year and thereafter. 

12 Sec. 2. Minnesota Statutes 2004, section 290.01, 

13 subdivision 7b, is amended to.read: 

14 Subd. 7b. [RESIDENT TRUST.] 1!.l Resident trust means a 

15 trust, except a gr an tor type trust, which either ( l') was created 

16 by a will of a decedent who at death was domiciled in this state 

17 or (2) is an irrevocable trust, the granter of which was 

18 domiciled in this state at the time the trust became 

19 irrevocable. For the purpose of this subdivision, a trust is 

20 considered irrevocable to the extent the granter is not treated 

21 as the owner thereof under sections 671 to 678 of the Internal 

22 Revenue Code. The term "granter type trust" means a trust where 

23 the income or gains of the trust are taxable to the granter or 

24 others treated as substantial owners under sections 671 to 678 

25 of the Internal.Revenue Code. 

26 (b)(l) A trust, other than a granter type trust, that 

27 became irrevocable before January 1, 1996, or that was 

28 administered in Minnesota before January 1, 1996, is a resident 

29 trust only if two or more of the following conditions are 

30 . satisfied: 

31 (i) a majority of the discietionary decisions of the 

32 trustees relative to the investment of trust assets are made in 

33 Minnesota; 

34 (ii) a majority of the discretionary decisions of the 

35 trustees relative to the distributions of trust income and 

36 principal are made in Minnesota; 
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1 (iii) the official books and records of the trust, 

2 consisting of the original minutes of trustee meetings and the 

3 original trust instruments, are located in Minnesota. 

4 (2) For purposes of this paragraph, if the trustees 

5 delegate decisions and actions to an agent or custodian, the 

6 actions and decisions of the agent or custodian must not be 

7 taken into account in determining whether the trust is 

8 administered in Minnesota, if: 

9 (i) the delegation was permitted under the trust agreement; 

10 (ii) the trustees retain the power to revoke the delegation 

11 on reasonable notice; and 

12 (iii) the trustees monitor and evaluate the performance of 

13 the agent or custodian on a regular basis as is reasonably 

14 determined by the trustees. 

15 [EFFECTIVE DATE.] This section is effective the day 

16 following final enactment. 

17 Sec. 3. Minnesota Statutes 2004, section 290.01, 

18 subdivision 19a, as amended by 2005 S.F. No. 1683, article 2, 

19 section 3, if enacted, is amended to .read: 

20 Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For 

21 individuals, estates, and trusts, there shall be added to 

22 federal taxable income: 

23 (l)(i) interest income on obligations of any state other 

24 than Minnesota or a political or governmental subdivision, 

25 municipality, or governmental agency or instrumentality of any-

26 state other than Minnesota exempt from federal income taxes 

27 under the Internal Revenue Code or any other federal statute; 

28 _and 

29 {ii) exempt-interest dividends as defined in section 

30 .852(b)(5) of the Internal Revenue Code, except the portion of 

31 the exempt-interest dividends derived from interest income on 

32 obligations of the state of Minnesota or its political or 

33 governmental subdivisions, municipalities, governmental agencies 

34 or instrumentalities, but only if the portion of the 

35 exempt-interest dividends from such Minnesota sources paid to 

36 all shareholders represents 95 percent or more of the 
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1 exempt-interest dividends that are paid by the regulated 

2 investment company as defined in section 85l(a) of the Internal 

3 Revenue Code, or the fund of the regulated investment company as 

4 defined in section 851(9) of the Internal Revenue Code, making 

5 the payment; and 

6 (iii) for the purposes of items (i) and (ii), interest on 

7 obligations of an Indian tribal government described in section 

8 787l(c) of the Internal Revenue Code shall be treated as 

9 interest income on obligations of the state in which the tribe 

10 is located; 

11 (2) the amount of income or sales and use taxes paid or 

12 accrued within the taxable year under this chapter and income or 

13 sales and use taxes paid to any other state or to any province 

14 . or territory of Canada, to the extent allowed as a deduction 

15 under section 63(d) of the Internal Revenue Code, but the 

16 addition may not be more than the amount by which the itemized 

17 deductions as allowed under section 63(d) of the Internal 

18 Revenue Code exceeds the amount of the standard deduction as 

19 defined in section 63(c) of the Internal Revenue Code of 1986, 

20 as amended through June 15, 2003. For the purpose of this 

21 paragraph, the disallowance of itemized deductions under section 

22 68 of the Internal Revenue Code of 1986, income or sales and use 

23 tax is the last itemized deduction disallowed; 

24 (3) the capital.gain amount of a lump sum distribution to 

25 which the special tax under section 1122(h)(3)(B)(ii) of the Tax 

26 Reform Act of 1986, Public Law 99-514, applies; 

27 (4) the amount of income taxes paid or accrued within the 

28 taxable year under this chapter and income taxes paid to any 

29 other state or any province or territory of Canada, to the 

30 .extent allowed as a deduction in determining federal adjusted 

31 gross income. For the purpose 6£ this paragraph, income taxes 

32 do not include the taxes imposed by sections 290.0922, 

33 subdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729; 

34 (5) the amount of expense, interest, or taxes disallowed 

35 pursuant to section 290.10; 

36 (6) the amount of a partner's pro rata share of net income 
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l which does not flow through to the partner because the 

2 partnership elected to pay the tax on the income under section 

3 6242(a)(2) of the Internal Revenue Code; and 

4 (7) 80 percent of the depreciation deduction allowed under 

5 section 168(k) of the Internal Revenue Code. For purposes of 

6 this clause, if the taxpayer has an activity that in the taxable 

7 year generates a deduction for depreciation under section 168(k) 

8 and the activity generates a loss for the taxable year that the 

9 taxpayer is not allowed to claim for the taxable year, "the 

10 depreciation allowed under section 168(k)" for the taxable year 

11 is limited to excess of the depreciation claimed by the activity 

12 under section 168(k) over the amount of the loss from the 

13 activity that is not allowed in the taxable year. In succeeding 

14 taxable years when the losses not allowed in the taxable year 

15 are allowed, the depreciation under section 168(k) is allowed; 

16· (8) 80 percent of the amount by which the deduction-allowed 

17 by section 179 of the Internal Revenue Code exceeds the 

18 deduction allowable by section 179 of the Internal Revenue Code 

19 of 1986, as amended through December 31, 2003; 

20 (9) to the extent deducted in computing federal taxable 

21 income, the amount of the deduction allowable under section 199 

22 of the Internal Revenue Code; 

23 (10) t:e-t:he-ext:ent:-dedttet:ed-in-eempttt:in~-£edera%-t:axae%e 

24 ineeme;--t:he-emettnt:-by-whieh-t:he-st:anderd-dedttet:ien-e%%ewed-ttnder 

25 seet:ien-63tet-e£-t:he-%nt:erne%-Reventte-eede-exeeeds-t:he-st:enderd 

26 dedttet:ien-e%%ewab%e-ttnder-seet:ien-63tet-e£-t:he-%nt:erne%-Reventte 

27 eede-er-%986;--es-amended-t:hrett~h-Beeember-3%;--%003~ 

28 f%%t the exclusion allowed under section 139A of the 

29 Internal Revenue Code for federal subsidies for prescription 

30 . drug plans; and 

31 · f%%t 1!ll the deduction or'. ·exclusion allowed under section 

32 223 of the Internal Revenue Code for contributions to health 

33 savings accounts. 

34 [EFFECTIVE DATE.] This section is effective for tax years 

35 beginning after December 31, 2004. 

36 Sec. 4. Minnesota Statutes 2004, section 290.06, 
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1 subdivision 2c, is amended to read: 

2 Subd. 2c. [SCHEDULES OF RATES FOR INDIVIDUALS, ESTATES, 

3 AND TRUSTS.] (a) The income taxes imposed by this chapter upon 

4 married individuals filing joint returns and surviving spouses 

5 as defined in section 2(a) of the Internal Revenue Code must be 

6 computed by applying to their taxable net income the following 

7 schedule of rates: 

8 (1) On the first $%57689 $29,070, 5.35 percent; 

9 (2) On all over $%57689 $29,070, but not 

10 over $%9%7939 $115,510, 7.05 percent; 

11 (3) On all over $%9%7939 $115,510, but not over $250,000, 

12 7.85 percent; and 

13 (4} On all over $250,000, 10.65 percent for taxable years 

14 beginning after December 31, 2004, and before the fourth bracket 

15 termination year as defined in paragraph (f). For the fourth 

16 bracket termination year and subsequent taxable years, the 

17 income included in this clause will be subject to the rate in 

18 clause (3). 

19 Married individuals filing separate returns, estates, and 

20 trusts must compute their income tax by applying the above rates 

21 to their taxable income, except that the income brackets will be 

22 one-half of the above amounts. 

23 (b) The income taxes imposed by this chapter upon unmarried 

24 individuals must be computed by applying to taxable net income 

25 the following schedule of rates: 

26 (1) On the first $%77579 $19,890, 5.35 percent; 

27 (2) On all over $%71579 $19,890, but not 

28 over $5717%9 $65,330, 7.05 percent; 

29 (3) On all over $5777%9 $65,330, but not over $166,665, 

30 7.85 percent; and 

31 (4) On all over $166,665, 1-0.65 percent for taxable years 

32 beginning after December 31, 2004, and before the fourth bracket 

33 termination year as defined in paragraph (f). For the fourth 

34 bracket termination year and subsequent taxable years, the 

35 income included in this clause will be subject to the rate in 

36 clause (3). 
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1 (c) The income taxes imposed by this chapter upon unmarried 

2 individuals qualifying as a head of household as defined in 

3 section 2(b) of the Internal Revenue Code must be computed by 

4 applying to taxable net income the following schedule of rates: 

5 (1) On the first $%i1639 $24,490, 5.35 percent; 

6 (2) On all over $%%1639 $24,490, but not 

7 over $8679%9 $98,390, 7.05 percent; 

8 (3) On all over $8619%9 $98,390, but not over $208,330, 

9 7.85 percent; and 

10 (4) On all over $208,330, 10.65 percent for taxable years 

11 beginning after December 31, 2004, and before the fourth bracket 

12 termination year as defined in paragraph (f). For the fourth 

13 bracket termination year and subsequent taxable years, the 

14 income included in this clause will be subject to the rate in 

15 clause (3). 

16 (d) In lieu of a tax computed according to. the rates set 

17 forth in this subdivision, the tax of any individual taxpayer 

18 whose taxable net income for the taxable year is less than an 

19 amount determined by the commissioner must be computed in 

20 accordance with tables prepared and issued by the commissioner 

21 of revenue based on income brackets of not more than $100. The 

22 amount of tax for each bracket shall be computed at the rates 

23 set forth in this subdivision, provided that the commissioner 

24 may disregard a fractional part of a dollar unless it amounts 

25 50 cents or more, in which case it may be increased to $1. 

26 (e) An individual who is not a Minnesota resident for the 

27· entire year must compute the individual's Minnesota income tax 

28 as provided in this subdivision. After the application of the 

29 nonrefundable credits provided in this chapter, the tax 

30 .liability must then be multiplied by a fraction in which: 

31 (1) the numerator is the individual's Minnesota source 

32 federal adjusted gross income as defined in section 62 of the 

33 Internal Revenue Code and increased by the additions required 

34 under section 290.01, subdivision 19a, clauses (1), (5), and 

35 (6), and reduced by the subtraction under section 290.01, 

36 subdivision 19b, clause (11), and the Minnesota assignable 
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1 portion of the subtraction for United States government interest 

2 under section 290.01, subdivision 19b, clause (1), after 

3 applying the allocation and assignability provisions of section 

4 290.081, ~lause (a), or 290.17; and 

5 (2) the denominator is the individual's federal adjusted 

6 gross income as defined in section 62 of the Internal Revenue 

7 Code of 1986, increased by the amounts specified in section 

8 290.01, subdivisiori 19a, clauses (1), (5), and (6), and reduced 

9 by the amounts specified in section 290.01, subdivision 19b, 

10 clauses (1) and (11). 

11 (f) In this subdivision, the fourth bracket termination 

12 year is the first taxable year beginning after the commissioner 

13 of finance has determined that there will be a positive 

14 unrestricted budgeting general fund balance at the close of the 

15 biennium that is sufficient to complete the allocations required 

16 under section 16A.152, subdivision 2. 

17 [EFFECTIVE DATE.] This section is effective for taxable 

18 years beginning after December 31; 2004. 

19 Sec. 5. Minnesota Statutes 2004, section 290.06, 

20 subdivision 2d, is amended to read: 

21 Subd. 2d. [INFLATION ADJUSTMENT OF BRACKETS.] (a) For 

22 taxable years beginning after December 31, ieee 2005, the 

23 .minimum and maximum dollar amounts for each rate bracket.for 

24 which a tax is imposed in subdivision 2c shall be adjusted for 

25 inflation by the percentage determined under paragraph (b). For 

26 the purpose of making the adjustment as provided in this 

27 subdivision all of the rate brackets provided in subdivision 2c 

28 shall be the rate brackets as they existed for taxable years 

29 beginning after December 31, %999 2004, and before January 

30 .1, i66% 2006. The rate applicable to any rate bracket must not 

31 be changed. The dollar amounts'. ·setting_ forth the. tax shall be 

32 adjusted to reflect the changes in the rate brackets. The rate 

33 brackets as adjusted must be rounded to the nearest $10 amount. 

34 If the rate bracket ends in $5, it must be rounded up to the 

35 nearest $10 amount. 

36 (b) The commissioner shall adjust the rate brackets and by 
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1 the percentage determined pursuant to the provisions of section 

2 l(f) of the Internal Revenue Code, except that in section 

3 l(f)(3)(B) the word 11 3:999 2004 11 shall be substituted for the 

4 word "1992." For %993: 2006, the commissioner shall then 

5 determine the percent change from the 12 months ending on August 

6 31, 3:999 2004, to the 12 months ending on August 31, %999 2005, 

7 and in each subsequent year, from the 12.months ending on August 

8 31, %999 2004, to the 12 months ending on August 31 of the year 

9 preceding the taxable year. The determination of the 

10 commissioner pursuant to this subdivision shall not be 

11 considered a "rule" and shall not be subject to the 

12 Administrative Procedure Act contained in chapter 14. 

13 No later than December 15 of each year,· the commissioner 

14 shall announce the specific percentage that, will be used to 

15 adjust the tax rate brackets. 

16 Sec. 6. Minnesota Statutes 2004, section 290.06, is 

17 amended by adding a subdi v.ision to read: 

18 Subd. 32. [DAIRY INVESTMENT CREDIT.] {a) A dairy 

19 investment credit is allowed against the tax computed under this 

20 chapter equal to the credit amount in the table, based on the 

21 amount paid or incurred by the taxpayer in the tax year and 

22 certified by the commissioner of agriculture under paragraph 

23 (f), for qualifying expenditures: 

24 
25 

26 
27 

28 
29 
30 
31 

32 
33 
34 
35 

36 
37 
38 
39 

40 
41 
42 
43 

Amount of 
qualifying expenditures 

up to $500,000 

over $500,000, but not 
more than $600,000 

over $600,000, but not 
more than $700,000 

over $700,000, but not 
more than $800,000 

over $800,000, but not 
more than $900,000 
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Credit amount 

ten percent of 
qualifying expenditures 

$50,000, plus nine percent 
of the amount of qualified 
expenditures in excess of 
$500,000 

$59,000, plus seven percent 
of the amount of quallf ied 
expenditures in excess of 
$600,000 

$66,000, plus five percent 
of the amount of qualified 
expenditures in excess of 
$700,000 

$71,000, plus three percent 
of the amount of qualified 
expenditures in excess of 
$800,000 
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1 
2 
3 
4 

5 

over $900,000, but not 
more than $1,000,000 

$1,000,000 or more 

$74,000, plus one percent 
of the amount of qualified 
expenditures in excess of 
$900,000 

$75,000 

6 (b) "Qualifying expenditures," for purposes of this 

7 subdivision, means the expenses incurred for dairy animals for 

8 the construction or improvement of buildings or ·facilities, or 

9 the acquisition of equipment, for d~iry animal housing, 

10 confinement, animal feeding, milk production, and waste 

11 management, including, but not limited to, the following: 

12 (1) freestall barns; 

13 (2) fences; 

14 (3) watering facilities; 

15 (4) feed storage and handling equipment; 

16 (5) milking parlors; 

17 (6) robotic equipment; 

18 (7) scales; 

19 (8) milk storage and cooling facilities; 

20 (9) bulk tanks; 

21 

22 

. 23 

24 

(10} 

(11} 

(12} 

(13} 

manure handling equipment 

digesters; 

equipment used to produce 

on-farm processing. 

and storage 

energy; and 

facilities; 

25 Qualifying expenditures only include amounts that are 

26 capitalized and deducted under either section 167 or 179 of the 

27 Internal Revenue Code in computing federal taxable income. 

28 (c) The credit is limited to the liability for tax, as 

29 computed under this section for the taxable year for which the 

30 credit certificate is issued. If the amount of the credit 

31 determined under this section for any taxable year exceeds this 

32 limitation, the excess is a dairy investment credit carryover to 

33 each of the 15 succeeding taxable years. The entire amount of 

34 the excess unused credit for the taxable year is carried first 

35 to the earliest of the taxable years to which the credit may be 

36 carried and then to each successive year to which the credit may 

37 be carried. The amount of the unused credit which may be added 
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1 under this paragraph shall not exceed the taxpayer's liability 

2 for tax less the dairy investment credit for the taxable year. 

3 (d) For a partnership or S corporation, the maximum amount 

4 of the credit applies to the entity, not the individual partner 

5 or shareholder. 

6 (e) To be eligible for the dairy investment credit in this 

7 subdivision, a taxpayer must apply to the commissioner of 

8 agriculture for a tax credit certificate. The application must 

9 be made on forms prescribed by the commissioner of agriculture 

10 and must include a statement of the qualifying expenditures by 

11 the taxpayer. 

12 (f) The commissioner of agriculture shall certify credits 

13 in the order the forms required under paragraph (e) are received 

14 and approved by the commissioner of agriculture, until the 

15 maximum credit amount for the taxable year has been reached. 

16 The maximum credit amount is $900,000 for tax years beginning 

17 after December 31, 2004, and before January 1, 2006; $2,000,000 

18 for tax years beginning after December 31, 2005, and before 

19 January 1, 2007; $3,500,000 for tax years beginning after 

20 December 31, 2006, and before January 1, 2008; and $4,000,000 

21 per year for tax years beginning after December 31, 2007. 

22 Any eligible applications for which certificates are not 

23 issued in a tax year because the commissioner of agriculture has 

24 issued certificates totaling the maximum credit amount for that 

25 tax year remain eligible for a credit certificate in subsequent 

26 tax years, ·in the order in which the forms were received by the 

27 commissioner of agriculture. 

28 [EFFECTIVE DATE.] This section is effective for assets 

29 placed in service in taxable years beginning after December 31, 

30 2004. 

31 Sec. 7. Minnesota Statute·.s 2004, section 290.17, 

32 subdivision 2, is amended to read: 

33 Subd. 2. [INCOME NOT DERIVED FROM CONDUCT OF A TRADE OR 

34 BUSINESS.] The income of a ·taxpayer subject to the allocation 

35 rules that is not derived from the conduct of a trade or 

36 business, must be assigned in accordance with paragraphs (a) to 
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1 ( f): 

2 (a)(l) Subject to paragraphs (a)(2)1 and (a)(3), and 

3 tatt4t1 income from wages as defined in section 340l(a) and (f) 

4 of the Internal Revenue Code is assigned to this state if, and 

5 to the extent that, the work of the employee is performed within 

6 it; all other income from such sources is treated as income from 

7 sources without this state. 

8 Severance pay shall be considered income from labor or 

9 personal or professional services. 

10 (2) In the case of an individual who is a nonresident of 

11 Minnesota and who is an athlete or entertainer, income from 

12 compensation for labor or personal services performed within 

13 this state shall be determined in the following manner: 

14 (i) The amount of income to be assigned to Minnesota for an 

15 individual who is a nonresident salaried athletic team. employee 

16 shall be determined by using a fraction in which the denominator 

17 contains the total number of days in which the individual is 

18 under a duty to perform for the employer, and the numerator is 

19 the total number of those days spent in Minnesota. For purposes 

20 of this paragraph, off-season training activities, unless 

21 conducted at the team's facilities as part of a team imposed 

22 program, are not included in the total number of duty days. 

23 Bonuses earned as a result of play during the regular season or 

24 for participation in championship, play-off, or all-star games. 

25 must be allocated under the formula. Signing bonuses ar.e not 

26 subject to allocation under the formula if they are not 

27 conditional on playing any games for the team, are payable 

28 separately from any other compensation, and are nonrefundable; 

29 and 

30 (ii) The amount of income to be assigned to Minnesota for 

31 an individual who is a nonresident, and. who is an athlete or 

32 entertainer not listed in clause (i), for that person's athletic 

33 or entertainment performance in Minnesota shall be determined by 

34 assigning to this state all income from performances or athletic 

35 contests in this state. 

36 (3) For purposes of this section, amounts received by a 
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l nonresident as "retirement income" as defined in section (b)(l) 

2 of the State Income Taxat~_ori of Pension Income Act, Public Law 

3 104-95, are not considered income derived from carrying on a 

4 trade or business or from wages or other compensation for work 

5 an employee performed in Minnesota, and are not taxable under 

6 this chapter. 

7 t4t-Wages,-eeherwise-assigned-ee-ehis-seaee-ttnder-e%attse 

a t%t-and-nee-qtta%i£ying-ttnder-e%attse-t3t1-are-nee-eaxab%e-ttnder 

9 ehis-ehapeer-i£-ehe-£e%%ewing-eendieiens-are-mee~ 

10 tit-ehe-reeipiene-was-nee-a-residene-e£-ehis-seaee-£er-any 

11 pare-e£-ehe-eaxab%e-year-in-whieh-ehe-wages-were-reeei~ed~-and 

12 tiit-ehe-wages-are-£er-werk-per£ermed-whi%e-ehe-reeipiene 

13 was-a-residene-e£-ehis-seaee. 

14 (b) .Income or gains from tangible property located in this 

15 state that is not employed in the business of the recipient of 

16 the income or gains must be assigned to this state. 

17 (c) Income or gains from intangible personal property not 

18 employed in the business of the recipient of the income or gains 

19 must be assigned to this state if the recipient of the income or 

20 gains is a resident of this state or is a resident trust or 

21 estate. 

22 Gain on the sale of a partnership interest is allocable to 

23 this state in the ratio of ·the original cost of partnership 

24 tangible property in this state to the original cost of 

25 partnership tangible property everywhere, determined at the time 

26 of the sale. If more than 50 percent of the value of the 

27 partnership's assets consists of intangibles, gain or loss from 

28 the sale of the partnership interest is allocated to this state 

29 in accordance with the sales factor of the partnership for its 

30 _first full tax period immediately preceding the tax period of 

31 the partnership during which the.partnership interest was sold. 

32 Gain on the sale of goodwill or income from a covenant not 

33 to compete that is connected with a business operating all or 

34 partially in Minnesota is allocated to this state to the extent 

35 that the income from the business in the year preceding the year· 

36 of sale was assignable to Minnesota under subdivision 3. 
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1 When an employer pays an employee for a covenant not to 

2 compete, the income allocated to this state is in the ratio of 

3 the employee's service in Minnesota in the calendar year 

4 preceding leaving the employment of the employer over the total 

5 services performed by the employee for the employer in that year. 

6 (d) Income from winnings on a bet made by an individual 

7 while in Minnesota is assigned to this state. In this 

8 paragraph, "bet" .has the meaning given in section 609.75, 

9 subdivision 2, as limited by section 609.75, subdivision 3, 

10 clauses (1), (2), and (3). 

11 (e) All items of gross income not covered in paragraphs (a) 

12 to (d) and not part of the taxpayer's income from a trade or 

13 business shall be assign.ed to the taxpayer• s domicile. 

14 (f) For the purposes of this section, working as an 

15 employee shall not be considered to be conducting a trade or 

16 business. 

17 [EFFECTIVE DATE.] This section is effective for tax years 

18 beginning.after December 31, 2005. 

19 ARTICLE 20 

20 CORPORATE FRANCHISE TAX - SF2206 

21 Section 1. Minnesota Statutes 2004, section 290.01, 

22 subdivision 6b, is amended to read: 

23 Subd. 6b. [FOREIGN OPERATING CORPORATION.] The term 

24 "foreign operating corporation," when applied to a corporation, 

25 means a domestic corporation with the following characteristics: 

26 (1) it is part of a unitary business at least one member of 

27 which is taxable in this state; 

28 (2) it is not a foreign sales corporation under section 922 

29 of the Internal Revenue Code, as amended through December 31, 

,30 .1999, for the taxable year; and 

31 (3) either (i) the average~of the percentages of its 

32 property and payrolls assigned to locations inside outside the 

33 United States and-ehe-Bistriet-e£-ee%ttmbia7-exe%ttdin~-the· 

34 eemraenwee%eh-er-Ptteree-Riee-end-pessessiens-e£-the-enited 

35 Staees7 as determined under section 290.191 or 290.20, is i9 80 

36 percent or %ess greater and it has at least $2,000,000 of 
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1 property and $1,000,000 of payroll as determined under section 

2 290.191 or 290.20; or (ii) it has in effect a valid election 

3 under section 936 of the Internal Revenue Code. 

4 [EFFECTIVE DATE.] This section is effective for tax years 

5 beginning after December 31, 2004. 

6 Sec. 2. Minnesota Statutes 2004, section 290.01, 

7 subdivision 19d, is amended to read: 

8 Subd. 19d. [CORPORATIONS; MODIFICATIONS DECREASING FEDERAL 

9 TAXABLE INCOME.] For corporations, there shall be subtracted 

10 from federal taxable income after the increases provided in 

11 subdivision 19c: 

12 (1) the amount of foreign dividend gross-up added to gross 

13 income for federal income tax purposes under section 78 of the 

14 Internal Revenue Code; 

15 (2) the amount of salary expense not allowed for federal 

16 income tax purposes due to claiming the federal jobs credit 

17 under section 51 of the Internal Revenue Code; 

18 (3) any dividend (not including any distribution in 

19 liquidation) paid within the taxable year by a national or state 

20 bank to the United States, or to any instrumentality of the 

21 United States exempt from federal income taxes, on the preferred 

22 stock of the bank owned by the United States or the 

23 instrumentality; 

24 (4) amounts disallowed for intangible drilling costs due to 

25 differences between this chapter and the Internal Revenue Code 

26 in taxable years beginning before January 1, 1987, as follows: 

27 (i) to the extent the disallowed costs are represented by 

28 physical property,·an amount equal to the allowance for 

29 depreciation under Minnesota Statutes 1986, section 290.09, 

30 ~ubdivision 7, subject to the modifications contained in 

31 subdivision 19e; and 

32 (ii) to the extent the disallowed costs are not represented 

33 by physical property, an amount equal to the allowance for cost 

34 depletion under Minnesota Statutes 1986, section 290.09, 

35 subdivision 8; 

36 (5) the deduction for capital losses pursuant to sections 
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l 1211 and 1212 of the Internal Revenue Code, except that: 

2 (i) for capital losses incurred in taxable years beginning 

3 after December 31, 1986, .capital loss carrybacks shall not be 

4 allowed; 

5 (ii) for capital losses incurred in taxable years beginning 

6 after December 31, 1986, a capital loss carryover to each of the 

7 15 taxable years succeeding the loss year shall be allowed; 

8 (iii) for capital losses incurred in taxable years 

9 beginning before January 1, 1987, a capital loss carryback· to 
; 

10 each of the three taxable years preceding th~ loss year, subject 

11 to the provisions of Minnesota Statutes 1986, section 290.16, 

12 shall be allowed; and 

13 (iv) for capital losses incurred in taxable years beginning 

14 before January 1, 1987, a capital loss carryover to each of the 

15 five taxable years succeeding the loss year to the extent such 

16 loss was not used in a prior taxable year and subject to the 

17 provisions of Minnesota Statutes 1986, section 290.16, shall be 

18 allowed; 

19 (6) an amount for interest and expenses relating to income 

20 not taxable for federal income tax purposes, if (.i) the income 

21 is. taxable under this chapter and (ii) the interest and expenses 

22 were disallowed as deductions under the provisions of section 

23 17l(a)(2), 265 or 291 of the Internal Revenue Code in computing 

24 federal taxable income; 

25 (7) in the case of mines, oil and gas wells, other natural 

26 deposits, and timber for which percentage depletion was 

27 disallowed pursuant to subdivision 19c, clause (11), a 

28 reasonable allowance for depletion based on actual cost. In the 

29 case of leases the deduction must be apportioned between the 

30 .lessor and lessee in accordance with rules prescribed by the 

31 commissioner. In the case of pioperty held in trust, the 

32 allowable deduction must be apportioned between the income 

33 beneficiaries and the trustee in accordance with the pertinent 

34 provisions of the trust, or if there is no provision in the 

35 instrument, on the basis of the trust's income allocable to 

36 each; 

Article 20 Section 2 498 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 (8) for certified pollution control facilities placed in 

2 service in a taxable year beginning·before December 31, 1986, 

3 and for which amortization deductions were elected under section 

4 169 of the Internal Revenue Code of 1954, as amended through 

5 December 31, 1985, an amount equal to the allowance for 

6 depreciation under Minnesota Statutes 1986, section 290.09, 

7 subdivision 7; 

8 (9) amounts included in federal taxable income that are due 

9 to refunds of income, excise, or _franchise taxes based on net 

10 income or related minimum taxes paid by the corporation to 

11 Minnesota, another state, a political subdivision of another 

12 state, the District of Columbia, or a foreign country or 

13 possession of the United States to the extent that the taxes 

14 were added to federal taxable income under section 290.01, 

15 subdivision 19c, clause (1), in a prior taxable year; 

16 (10) 89-pereent-e£-reya%ties7-£ees7-er-ether-%ike-ineeme 

17 aeertted-er-reeeived-£rem-a-£erei~n-eperatin~-eerperatien-er-a 

18 £erei~n-eerperaeien-whieh-is-part-e£-the-same-ttnitary-bttsiness 

19 as-the-reeeivin~-eerperatien~ 

20 t%%t income or gains from the business of mining as defined 

21 in section 290.05, subdivision 1, clause (a), that are not 

22 subject to Minnesota franchise tax; 

23 t%zt 1!.!l the amount of handicap access expenditures in the 

24 taxable year which are not allowed to be deducted or capitalized 

25 under section 44(d)(7) of the Internal Revenue Code; 

26 t%3t Jlll the amount of qualified research expenses not 

27 allowed for federal income tax purposes under section 280C(c) of 

28 the Internal Revenue Code, but only to the extent that the 

29 amount exceeds the amount of the credit allowed under section 

30 290.068; 

31 t%4t fill the amount of salary expenses not allowed for 

32 federal income tax purposes due to claiming the Indian 

33 employment credit under section 45A(a) of the Internal Revenue 

34 Code; 

35 t%5t ..l!!l_ the amount of any refund of environmental taxes 

36 paid under section 59A of the Internal Revenue Code; 
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1 f%6t ~ for taxable years beginning before January 1, 

2 2008, the amount of the federal small ethanol .producer credit 

3 allowed under section 40(a)(3) of the Internal Revenue Code 

4 which is included in gross income under section 87 of the 

5 Internal Revenue Code; 

6 t%7t J.!§1 for a corporation whose foreign sales 

7 corporation, as defined in section 922 of the Internal Revenue 

8 Code, constituted a foreign operating corporation during any 

9 taxable year ending before January 1, 1995, and a return was 

10- filed by August 15, 1996, claiming the deduction under section 

11 290.21, subdivision 4, for income received from the foreign 

12 operating corporation, an amount equal to 1.23 multiplied by the 

13 amount of income excluded under section 114 of the Internal 

14 Revenue Code, provided the income is not income of a foreign 

15 operating company; 

16 f%8t 1.!Il any decrease in subpart F income, as defined in 

17 section 952(a) of the Internal Revenue Code, for the taxable 

18 year when subpart F income is calculated without regard to the 

19 provisions of section 614 of Public Law 107-147; and 

20 f%9t J..!!L in each of the five tax years immediately 

21 following the tax year in which an addition is required under 

22 subdivision 19c, clause (16), an amount equal to one-fifth of 

23 the delayed depreciation. For purposes of this clause, "delayed 

24 depreciation" means. tne amount of the addition made by the 

25 taxpayer under subdivision 19c, -clause (16). The resulting 

26 delayed depreciation cannot be less than zero. 

27 [EFFECTIVE DATE.] This section is effective ·for tax years 

28 beginning after December 31, 2004. 

29 Sec. 3. Minnesota Statutes 2004, section 290.17, 

30 subdivision 4, is amended to read: 

31 Subd. 4. [UNITARY BUSINESS PRINCI~LE.] (a) If a trade or 

32 business conducted wholly within this state or partly within and 

33 partly without this state is part of a unitary business, the 

34 entire income of the unitary business is subject to· 

35 apportionment pursuant to section 290.191. Notwithstanding 

36 subdivision 2, paragraph (c), none of the income of a unitary 
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1 business is considered to be derived from any particular source 

2 and none may be allocated to a particular place except as 

3 provided by the applicable apportionment formula. The 

4 provisions of this subdivision do not apply to business income 

5 subject to subdivision 5, income of an insurance company, or 

6 income of an investment company determined under section 290.36. 

7 (b) The term "unitary business" means business activities 

8 or operations which result in a flow of value between them. The 

9 term may be applied within a single legal entity or between 

10 multiple entities and without regard to whether each entity is a 

11 sole proprietorship, a corporation, a partnership or a trust. 

12 (c) Unity is presumed whenever there is unity of ownership, 

13 operation, and use, evidenced by centralized management or 

14 executive force, centralized purchasing, advertising, 

15 accounting, or other controlled interaction, but the absence of 

16 these centralized activities will not necessarily evidence a 

17 nonunitary business. Unity is also presumed when business 

18 activities or operations are of mutual benefit, dependent upon 

19 or contributory to one another, either.individually or as a 

20 group. 

21 (d) Where a business operation conducted in Minnesota is 

22 owned by a business entity that carries on business activity 

23 outside the state different in kind from that conducted within 

24 this state, and the other business is conducted entirely outside 

25 the state, it is presumed that the two business operations are 

26 unitary in nature, interrelated, connect~d, and interdependent 

27 unless it can be shown to the contrary. 

28 (e) Unity of ownership is not deemed to exist when a 

29 corporation is involved .unless that corporation is a member of a 

30 group of two or more business entities.and more than 50 percent 

31 of the voting stock of each member of the group is directly or 

32 indirectly owned by a common owner or by common owners, either 

33 corporate or noncorporate, or by one or more of the member 

34 corporati6ns of the group. For this purpose, the term "voting 

35 stock .. shall include_ membership interests of mutual insurance 

36 holding companies formed under section 60A.077. · 
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1 (f) The net income and apportionment factors under section 

2 ·290.191 or 290.20 of foreign corporations and other foreign 

3 entities which are part of a unitary business shall not be 

4 included in the net income or the apportionment factors of the 

5 unitary business. A foreign corporation or other foreign entity 

6 which is required to file a return under this. chapter shall file 

7 on a separate return basis. The net income and app~rtionment 

8 factors under section 290.191 or 290.20 of foreign operating 

9 corporations shall not be included in the net income or the 

10 apportionment factors of the ~nitary business except as provided 

11 in paragraph (g). 

12. (g) The adjusted net income of a foreign operating 

13 corporation shall be .deemed to be paid as a dividend on the last 

14 day of its taxable year to each shareholder thereof, in 

15 proportion to each shareholder's ownership, with which such 

16 corporation is engaged in a unitary business. Such deemed 

17 dividend shall be treated as a dividend under section 290.21, 

18 subdivision 4. The dividends-received deduction must not be 

19 allowed on dividends, interest, royalties, or capital gains 

20 received by the foreign operating corporation included in the 

21 deemed dividend. · 

22 Dividends actually paid by a foreign operating corporation 

23 to a corporate shareholder which is. a member of the same unitary 

24 business as the foreign operating corporation shall be 

25 eliminated from the net income of the unitary business in 

26 preparing a combined report for the unitary business. The 

27 adjusted net income of a foreign operating corporation shall be 

28 its net income adjusted as follows: 

29 (1) any taxes paid or accrued to a foreign country, the 

30 commonwealth of Puerto Rico, or a United States possession or 

31 political subdivision of any of:·the for~going shall be a 

32 deduction; and 

33 . (2) the subtraction from federal taxable income for 

34 payments received from foreign corporations or foreign operating 

35 corporations under section 290.01, subdivision 19d, clause (10), 

36 shall not be allowed. 
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l If a foreign operating corporation incurs a net loss, 

2 neither income nor deduction from that corporation shall be 

3 included in determining the net income of the unitary business. 

4 (h) For purposes of determining the net income of a unitary 

5 business and the £actors to be used in the apportionment .of net 

6 income pursuant to section 290.191 or 290.20, there must be 

7 included only the income and apportionment factors of domestic 

8 corporations or other domestic entities other than foreign 

9 operating corporations that are determined to be part of the 

10 unitary business pursuant to this subdivision, notwithstanding 

11 that foreign corporations or other foreign entities might be 

12 .included in the unitary business. 

13 (i) Deductions for expenses, interest, or taxes otherwise 

14 allowable under this chapter that are connected with or 

15 allocable against dividends, deemed dividends described in 

16 paragraph (g), or royalties, fees, or other like income 

17 described in section 290.01, subdivision 19d, clause (10), shall 

18 not be disallowed. 

19 (j) Each corporation or other entity, except a sole 

20 proprietorship, that is part of a unitary business must file 

21 combined reports as the commissioner det.ermines. On the 

22 reports, all intercompany transactions between entities included 

23 pursuant to paragraph (h) must be eliminated and the entire net 

24 income of the unitary business determined in accordance with 

25 this subdivision is apportioned among the entities by using each 

26 entity's Minnesota factors for apportionment purposes in the 

27 numerators of the apportionment formula and the total factors 

28 for apportionment purposes of all entities included pursuant to 

29 paragraph (h) in the denominators of the apportionment formula • 

. 30 (k) If a corporation has been divested from a unitary 

31 business and is included in a combined r_eport for a fractional 

32 part of the common accounting. period of the combined report: 

33 (1) its income includable in the combined report is its 

34 income incurred for that part of the year determined by 

35 proration or separate accounting; and 

36 (2) its sales, property, and payroll included in the 
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1 apportionment formula must be prorated or accounted for 

2 separately. 

3 [EFFECTIVE DATE.] This section is effective for tax years 

4 · beginning after December 31, 200.4. 

5 ARTICLE 21 

6 SALES TAX - SF2206 

7 Section 1. Minnesota Statutes 2004, section 297A.61, is 

8 amended by adding a subdiyision to read: 

9 Subd. 37. [EVENT SOUVENIR CLOTHING.] "Event souvenir 

10 clothing" is clothing that is sold at a state-subsidized 

11 facility and that bears a name, image, or logo of the 

12 entertainer, athlete, or team that performs at the facility. As 

13 used in this subdivision, a "state-subsidized facility" means 

14 the Metrodome financed-under section 473.581, the basketball 

15 arena that receives payments from the Amateur Sports Commission 

16 under section 473.556, subdivision 16,
1 

the hockey arena that 

17 received a loan of state funds under Laws 1998, chapter 404, 

18 section 23, subdivision 6, and the entertainment and convention 

19 center that received a grant under Laws 1998, chapter 404, 

20 section 23, subdivision 9. 

21 [EFFECTIVE DATE.] This section is effective for sales after 

22 June 30, 2005. 

23 Sec. 2. Minnesota Statutes 2004, section 297A.67, 

24 subdivision 6, is amended to read: 

25 Subd. 6. [OTHER· EXEMPT MEALS.] J& Meals or drinks 

26 purchased for and served exclusively to individuals who are 60 

27 years of age or over and their spouses or to handicapped persons 

28 . and their spouses by governmental agencies, nonprofit 

29 organizations, or churches, or pursuant to any program funded in 

30 .whole or in part through United States Code, title 42, sections· 

31 3001 through 3045, wherever delivered, prepared, or served, are 

32 exempt. 

33 (b) Meals or drinks purchased for and served exclusively to 

34 children who are less than 14 years of age or disabled children 

35 who are less than 16 years of age and who are attending a child 

36 care or early childhood education program, a'~!> exempt if they 
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1 ettre1-hea%1-er-a%%eviaee-iftjttry7-i%%ness1-er-disease7-either 

2 direet%y-er-by-administering-a-ettrative-agene.--aPresehetie 

3 devieesA-means-deviees-that-rep%aee-injttred1-diseased7-er 

4 m*ssing-~arts-e£-the-httman~bedy7-either-temperari%y-er 

5 permsnen'e%yl. 

6 (5) durable medical equipment for home use only; 

7 (6) mobility enhancing equipment; and 

8 (7) prescription corrective eyeglasses. 

9 (b) For purposes of this subdivision: 

10 (1) "Drug" means a compound, substance, or preparation, and 

11 any component of a compound, substance, or preparation, other 

12 than food and food ingredients, dietary supplements, or 

13 alcoholic beverages that is.: 

14 (i) recognized in the official United States Pharmacopoeia, 

15 official Homeopathic Pharmacopoeia of the United States, or 

16 official Na.tional Formulary, and supplement to any of them; 

17 (ii) intended for use in the diagnosis, cure, mitigation, 

18 treatmentj or prevention of disease; or 

19 {iii) intended to affect the structure or any function of 

20 the body. 

21 (2) "Durable medical equipment" means equipment, including 

22 repair and replacement parts, but not including mobility 

23 enhancing equipment, that: 

24 (i) can withstand repeated use; 

25 (ii) is primarily and customarily used to serve a medical 

26 purpose; 

·27 (iii) generally is not useful to a person in the absence of 

28 illness or injury; and 

29 (iv) is not worn in or on the body. 

30 (3) "Mobility enhancing·equipment" means equipment, 

31 including repair and replacement parts,_ but not including 

32 durable medical equipment, that: 

33 (i) i~ primarily and customarily used to provide or 

34 increase the ability to move from one place to another and that 

35 is appropriate for use either in a home or a motor vehicle; 

36 (ii) is not generally used by persons with normal mobility; 
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1 and 

2 (iii) does not include any motor vehicle or equipment on a 

3 motor vehicle normally provided by a motor vehicle manufacturer. 

4 ( 4) "Over-the-counter drug". means a drug that contains. a 

5 label that identifies the product as a drug as reguired by Code 

6 of Federal Regulations, title 21, section 201.66. The label 

7 must include a "drug facts" panel or a statement of the active 

8 ingredients with a list of those ingredients contained in the 

9 compound,. substance, or preparation. Over-the-counter drugs do 

10 not include grooming and hygiene products, regardless of whether 

11 they otherwise meet the definition. "Grooming and hygiene 

12 products" are soaps, cleaning solutions, shampoo, toothpaste, 

13 mouthwash, antiperspirants, and suntan lotions and sunscreens. 

14 (5) "Prescribed" and "prescription" means a direction in 

15 the form of an order, formula, or recipe issued in any form of 

16 oral, written, electronic, or other means of transmission by a 

17 duly licensed health care professional. 

18 (6) "Prosthetic device" means a replacement, corrective, or 

19 supportive device, including repair and replacement parts, worn 

20 on or in the body to: 

21 (i) artificially replace a missing portion of the body; 

22 (ii) prevent or correct physical deformity or malfunction; 

23 or 

24 (iii) support a weak or deformed portion of the body. 

25 Prosthetic device does not include corrective eyeglasses. 

26 [EFFECTIVE DATE.] This section is effective for sales and 

27 purchases made after June 30, 2005. 

28 Sec~ 4. Minnesota Statutes 2004, section 297A.67, 

29 subdivision 8, is amended to read: 

30 Subd. 8. [CLOTHING.] (a) Clothing is exempt. For purposes 

31 of this subdivision, "clothing":means all human wearing apparel 

32 suitable for general use. 

33 (b) Clothing includes, but is not limited to, aprons, 

34 household and shop; athletic supporters; baby receiving 

35 blankets; bathing suits and caps; beach capes and coats; belts 

36 and suspenders; boots; coats and jackets; costumes; children and 
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1 adult diapers, including disposable; ear muffs; footlets; formal 

2 wear; garters and garter belts; girdles; gloves and mittens for 

3 general use; hats and caps; hosiery; insoles for shoes; lab 

4 coats; neckties; overshoes; pantyhose; rainwear; rubber pants; 

5 sandals; scarves; shoes and shoe laces; slippers; sneakers; 

6 socks and stockings; steel-toed boots; underwear; uniforms, 

7 athletic and nonathletic; and wedding apparel. 

8 {c) Clothing does not include the following: 

9 (1) belt buckles sold separately; 

10 (2) costume masks sold separately; 

11 (3) patches and emblems sold separately; 

12 (4) sewing equipment and supplies, including but not 

13 limited to, knitting needles, patterns, pins, scissors, sewing 

14 machines, sewing needles, tape measures~ and thimbles; 

15 (5) sewing materials that become part of clothing, 

16 includ1ng but not limited to, buttons, fabric, lace, thread, 

17 yarn, ·and zippers; 

18 (6) clothing accessories or equipment; 

19 (7) sports or recreational equipment; ana 

20 (8) protective equipment; and 

21 (9) event souvenir clothing. 

22 Clothing also does not include apparel made from fur if a 

23 uniform definition of "apparel made from fur" is developed by . 

24 the member states of the Streamlined Sales and Use Tax Agreement. 

25 .For purposes of this subdivision, "clothing accessories or 

26 equipment" means incidental items worn on the person or in 

27 conjunction with clothing. Clothing accessories and equipment 

28 include, but are not limited to,_briefcases; cosmetics; hair 

29 notions~ including barrettes, hair bows, and hairnets; handbags; 

30 .handkerchiefs; jewelry; nonprescription sunglasses; umbrellas·; 

·31 wallets; watches; and wigs and nairpieces. "Sports or 

32 recreational equipment" means items designed for human use and 

33 worn in conjunction with an athletic or recreational activity 

34 that are not suitable for general use·. Sports and recreational 

35 equipment includes, but is not limited to, ballet and tap shoes;· 

36 cleated or spiked athletic shoes; gioves, including, but not 
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· l limited to, baseball, bowling, boxing, hockey, and golf gloves; 

2 goggles; hand and elbow guards; life preservers and vests; mouth 

3 guards; roller and ice skates; shin guards; shoulder pads; ski 

4 boots; waders; and wetsuits and fins. 11 Protective equipment" 

5 means items for human wear and designed as protection of the 

6 wearer against injury or disease or as protection against damage 

7 or injury of other persons or property but not suitable for 

8 general use. Protective equipment includes, but is not limited 

9 to, breathing masks; clean room apparel and equipment; ear and 

10 hearing protectors; face shields; finger guards; hard hats; 

11 helmets; paint or dust respirators; protective gloves; safety 

12 glasses and goggles; safety belts; tool belts; and welders 

13 gloves and masks. 

14 [EFFECTIVE DATE.] This .section is effective for sales after 

15 June 30, 2005. 

16 Sec. 5. Minnesota Statutes 2004, section 297A.67, 

17 subdivision 29, is amended to read: 

18 Subd. 29. [SOLAR ENERGY BPP%e%BN~ PRODUCTS.] tat-A 

19 res±centia%-%ighting-£ixtttre-er-a-eempaet-£%ttereseent-btt%b-is 

20 exempt-i£-±t-has-an-energy-star-%abe%. 

21 tbt-~he-£e%%ew±ng-predttets-are-exempt-±£-they-have-an 

22 energygtt±ce-%abe%-ehat-±nc±eates-that-the-precttee-meees-er 

23 exeeecs-the-stancarcs-%istec-be%ew~ 

24 t%t-an-e%eetr±e-heat-pttmp-het-water-heater-w±th-an-energy 

25 £aeter-e£-at-%ease-%.9; 

26 tit-a-natttra%-gas-water-heater-w±th-an-energy-£aeter-e£-at 

27 %east-9•6i; 

28 t3t-a-prepane-gas-er-£tte%-e±%-water-heaeer-with-an-energy 

29 £aeter-e£-ae-%ease-9.6i; 

30 t4t-a-natttra%-gas-£ttrnaee-with-an-anntta%-£tte%-ttti%izatien 

31 e££±eieney-greaeer-than-9i-peree·ne;-anc . 

32 t5t-a-prepane-gas-er-£tte%-ei%-£ttrnaee-with-an-anntta%-£tte% 

33 ttti%izatien-e££ie±eney-greater-than-9i-pereent• 

34 tet A pneeeve%eeie-aeviee solar energy system, as defined 

35 in section 216C.06, subdivision 17, is exempt. Per-pttrpeses-e£ 

36 this-sttbcivisien1 -ilpheteve%taie-cevieen-means-a-se%id-state 
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t e3:ee'eriea3:-de\'iee7-stteh-as-a-se3:ar-medtt3:e-;-'eha'e-een\'er'es-3:igh'e 

2 diree'e~y-in'ee-diree'e-ettrren'e-e%ee'eriei'ey-e£-\'e%'eage-ettrren'e 

3 eharae'eeris'eies-'eha'e-are-a-£ttne'eien-e£-'ehe-eharae'eeris'eies-e£ 

4 'ehe-%igh'e-settre~-and-'ehe-ma'eeria~s-in-and-design-e£-'ehe-de\'ieeT 

s A-Ase%ar-medtt%eA-±s-a-phe'ee\'e%'eaie-devie~-'eha'e-predttees-a 

6 speei£ied-pewer-ett'eptt'e-ttnder-de£ined-'ees'e-eendi'eions-;-ttstta3:3:y 

7 eempesed-o£-grettps-e£-se3:ar-ee3:3:s-eennee'eed-in-series-;-ift 

8 ~ara3:3:e3:-;-er-in-series-para3:3:e3:-eembina'eiensT 

9 tdt-Per-pttrpeses-e£-'ehis-sttbdivision-;-•energy-s'ear-3:abe3:• 

10 means-'ehe-3:abe3:-gran'eed-'ee-eer'eain-predtte'es-'eha'e-mee'e-Sni'eed 

11 S'ea'ees-Envirenmen'ea3:-Pre'eee'eien-Ageney-and-Sni'eed-S'ea'ees 

12 Bepar'emen'e-e£-Energy-eri'eeria-£er-energy-e££ieieneyT--Per 

13 pttrposes-e£-'ehis-sttbdivision-;-Aenergygttide-3:abe3:•-means-'ehe 

14 3:abe3:-'eha'e-'ehe-ani'eed-S'ea'ees-Pedera3:-~rade-eeftll'flissiener-re~ttires 

15 mantt£ae'ettrers-'ee-app3:y-'ee-eer'eain-app3:ianees-ttnder-ani'eed-S'ea'ees 

16 eede7~'ei'e3:e-%67-petr'e-395T 

17 [EFFECTIVE DATE.] This section is effective for sales and 

18 purchases made on or after August 1, 2005. 

19 Sec. 6. Minnesota Statutes 2004, section 297A.68, 

20 subdivision 28, is amended to read: 

21 Subd. 28. [MEDICAL SUPPLIES.] Medical supplies purchased 

22 · by a licensed health care facility or licensed health care 

23 professional to provide medical treatment to residents or 

24 patients are exempt. The exemption does not.apply to durable 

25 medical equipment or components of durable medical equipment, 

26 laboratory supplies, radiological supplies; and other items used 

27 in providing medical services. For purposes.of this 

28 subdivision, "medical supplies" means adhesive and nonadhesive 

29 bandages, gauze pads and strips, cotton applicators, 

30 .antiseptics, nenpreserip'eien-drttgs-; eye· solution,· and other 

31 similar supplies used directly t>n the resident or patient in 

32 providing medical services. 

33 [EFFECTIVE DATE.] This section is effective for sales and 

34 purchases made after June 30, 2005. 

35 Sec. 7. Minnesota Statutes 2004, section 297A.71, 

36 subdivision 12, is amended to read: 
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1 Subd. 12. [CHAIR LIFTS, RAMPS, ELEVATORS.] €hair-~i£es7 

2 ram~s,-and Elevators and building materials used to install or 

3 construct ehem chair lifts, ramps, and elevators are exempt, if 

4 they are authorized by a physician and installed in or attached 

5 to the owner's homestead. The tax must be imposed and collected 

6 as if the rate under section 297A.62, subdivision 1, applied and 

7 then refunded in the manner provided in section 297A.75. 

8 [EFFECTIVE DATE.] This section is effective for sales and 

9 purchases made after June 30, 2005. 

10 Sec. 8. Minnesota Statutes 2004, section 297A.71, is 

11 amended by adding a subdivision to read: 

12 Subd. 33. [HYDROELECTRIC GENERATING FACILITY.] Materials 

13 · and supplie.s used or consumed in the construction of a 

1.4 hydroelectric generating facility that meets the requirements of 

15 this subdivision are exempt. To gualify for the exemption under 

16 this subdivision, a hydroelectric generating facility must: 

17 (1) utilize two turbine generators at a dam site existing 

18 on· March 31, 1994; 

19 (2) be located on land within 1,500 feet of a 13.8 kilovolt 

20 distribution circuit; and 

21 (3) b~ eligible to receive a renewable energy production 

22 incentive payment under section 216C.41. 

23 [EFFECTIVE DATE.] This section is effective for sales made 

24 after December 31, 2004, and on or before December 31, 2007. 

25 Sec. 9. Laws 1993, chapter 375, article 9, section 46, 

26 subdivi•ion 2, as amended by Laws 1997, chapt~r 231, article 7, 

27 section 40, and Laws 1998, chapter 389, article 0·, section 30, 

28 and Laws 2003 First Special Session chapter 21, article 8, 

29 section 13, is amended to read: 

30 Subd. 2. [USE OF REVENUES.] Revenues received from the tax 

31 authorized by subdivision 1 may:only be.used by the city to pay 

32 the cost of collec~ing the tax, and to pay for the following 

33 projects or to secure or pay any principal, premium, or interest 

34 on bonds issued in· accordance with subdivision 3 for the 

35 following projects. 

36 (a) To pay all or a portion of the capital expenses of 
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1 construction, equipment and acquisition costs for the expansion 

2 and remodeling of the St. Paul Civic Center complex, including 

3 the demolition of the existing arena and the construction and 

4 equipping of a new arena.· 

5 (b) The remainder .pf the funds must be spent for: 

6 (1) capital projects to further residential, cultural, 

7 commercial, and economic development in both downtown St. Paul 

8 and St. Paul neighborhoods ; and 

9 (2) capital and operating expenses of cultural 

10 organizations in the city, provided that the amount spent under 

11 this clause must equal ten percent of the total amount spent 

12 under this paragraph in any year. 

13 (c) The amount apportioned under paragraph (b) shall be no 

14 less than 60 percent of the revenues derived from the tax each 

15 year, except to the extent that a portion of that amount is 

16 require~ to pay debt service on (1) bonds issued for the 

17 purposes of paragraph (a) prior to March 1, 1998; or (2) bonds 

·18 issued for the purposes of paragraph (a) after March 1, 1998, 

19 but only if the city council determines that 40 percent of the 

20 revenues derived from the tax together with other revenues 

21 pledged to the payment of the bonds, including the proceeds of 

22 definitive bonds, is expected to exceed the annual debt service 

·23 on the bonds. 

24 (d) If in any year more than 40 percent of the revenue 

25 derived from the tax authorized by subdivision 1 is used to pay 

26 debt service on the bonds issued for the purposes of paragraph 

27 (a) and to fund a reserve for the bonds, the amount of the debt 

28 service payment that exceeds 40 percent of the revenue must be 

29 determined for that year. In any year when 40 percent of the 

30 .revenue produced by the sales tax exceeds the amount required to 

31 pay debt service on the bonds arid to fund a reserve for the 

32 bonds under paragraph (a), the amount of the excess must be made 

33 available for capital projects to further residential, cultural, 

34 commercial, and economic development in the neighborhoods and 

35 downtown until the cumulative amounts determined for all years 

36 under the preceding sentence have been made available under this 
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1 sentence. The amount made available as reimbursement in the 

2 preceding sentence is not included in the 60 percent determined 

3 under paragraph (c). 

4 (e) No revenues from the tax authorized by subdivision 1 

5 may be used to pay principal, premium, or interest on any bonds 

6 or other obligations except the bonds issued under subdivision 3. 

7 tet 1!l By January 15 of each odd-numbered year, the mayor 

8 and the city council must report to the legislature on the use 

9 of sales tax revenues during the preceding two-year period. 

10 [EFFECTIVE DATE.] This section is effective the day 

11 following final enactment. 

12 Sec. 10. Laws·2001, First Special Session chapter 5, 

13 article 12, section 44, the effective date, is amended to read: 

14 [EFFECTIVE DATE.] This section is effective for sales and 

15 purchases made after July 31, 2001,.-and-be£ere-Att~ttse-3:1-i995. 

16 Sec. 11. [COUNTY OF MOWER; SALES AND USE TAX.] 

17 Subdivision 1. [SALES AND USE TAX 

18. AUTHORIZED.] Notwithstanding Minnesota Statutes, section 

19 477A.016, or any other provision of law or ordinance, the county 

20 of Mower may, by resolution, impose a sales and use tax of up to 

21 one-half percent for the purposes specified in subdivision 2. 

22 Except as otherwise provided in this section, the provisions of 

23 Minnesota Statutes, section 297A.99, govern the imposition, 

24 administration, collection, and enforcement of the tax 

25 authorized under this subdivision. 

26 Subd. 2. [USE OF REVENUES.·] The proceeds of the tax 

27 imposed under this section must be solely used to pay for costs 

28 associated with a Criminal Justice Center for Mower County. 

29 Government functions to be located in the facility for which 

30 proceeds of the tax may be used include, but are not limited to, 

31 jail, law enforcement, dispatch;.· courts,. court administration, 

32 correctional services, and county attorney. 

33 Authorized expenses include, but are not limited to, site 

34 acguisition, infrastructure, construction, and professional fees 

35 related to the project. 

36 Subd. 3. [BONDING AUTHORITY.] (a) The county may issue 
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1 bonds under Minnesota Statutes, chapter 475, to finance the 

2 capital expenditures and improvements·authoiized by the 

3 referendum under subdivision 4. An election to approve the 

4 bonds under Minnesota Statutes, section 475.58, is not required. 

s (b) The bonds are not included in computing any debt limits 

6 applicable to the county, and the levy of taxes under Minnesota 

7 Statutes, section 475.61, to pay principal and interest on the 

8 bonds is not subject to levy limits. 

9 Subd. 4. [REFERENDUM.] If the county of Mower proposes to 

10 impose the tax authorized by this section, the question of 

11 imposing the tax must be submitted to the voters at either a 

12 special election held before January 1, 2006, or at the next 

13 general election. 

14 s·ubd. 5. [TERMINATION OF TAXES. ] The tax imposed under 

15 this section expire~ ~hen the county board first determines that 

16 .the amount of revenues raised to pay for the Criminal Justice 

17 Center project under subdivision 2 meet or exceed approved 

18 project costs. Any funds remaining after completion of the 

19 projects·may be placed in the general funds of the county. The 

20 county may rescind the tax imposed under this section at an 

21 earlier time by ordinance. 

22 [EFFECTIVE DATE.] This section is effective the day after 

23 compliance by the governing body of the county of Mower with 

24 Minnesota Statutes, section 645.021, subdivision 3. 

2s· Sec. 12. [CITY OF WORTHINGTON; TAXES AUTHORIZED.] 

26 Subdivision 1. [SALES AND USE TAX.] Notwithstanding 

27 Minnesota Statutes, section 477A.016, or any other provision of 

28 law, ordinance, or city charter, if approved by the voters 

29 pursuant to Minnesota Statutes, section 297A.99, at the next 

30 _general election, the city of Worthington may impose by 

31 ordinance a sales and use tax of up to Qne-half of bne percent 

32 for the purpose specified in subdivision 3. Except as otherwise 

33 provided in this section, the provisions of Minnesota Statutes, 

34 section 297A.99, govern the imposition, administration, 

35 collection, a.n·d 1:!', ~.~rcement of the tax authorized under this 

36 subdivision. 
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1 Subd. 2. [EXCISE TAX AUTHORIZED.] Notwithstanding 

2 Minnesota Statutes, section 477A.016, or any other provision of 

3 law, ordinance, or city charter, the city of Worthington may 

4 impose by ordinance, for the purposes specified in subdivision 

5 3, an excise tax of up to $20 per motor vehicle, as defined by 

6 ordinance, purchased or acquired from arty person engaged within 

7 the city in the business of selling motor vehicles at retail. 

8 Subd. 3. [USE OF REVENUES.] Revenues received from taxes 

9 authorized by subdivisions 1 and 2 must be used by the city to 

10 pay the cost of collecting and administering the taxes and to 

11 pay for the.costs of a multipurpose city facility to include 

12 meeting rooms, a swimming pool, and a senior citizen center, and 

13 to make renovations to the Memorial Auditorium. Authorized 

14 expenses inclu.de, but are not limited to, acquiring property and 

15 paying construction expenses related to these improvements, and 

16 paying debt service on bonds or other obligations issued to 

17 finance acquisition and construction of these improvements. 

18 Subd. 4. [BONDING AUTHORITY.] (a) If the tax authorized 

19 under subdivision l is approved by the voters, the city may 

20 issue bonds under Minnesota Statutes, chapter 475, to pay 

21 capital and administrative expenses for the improvements 

22 described in subdivision 3 in an amount that does not exceed 

23 $7,800,000. An election to approve the bonds under Minnesota 

24 Statutes, section 475.58, is not required. 

25 (b) The debt represented by the bonds is not included in 

26 computing any debt limitation applicable to the city, and any 

27 levy of taxes under Minnesota Statutes, section 475.61,. to pay 

28 principal of and interest on the bonds is not subject to any 

29 levy limitation. 

30 Subd. 5. [TERMINATION OF TAXES.] The taxes imposed under 

31 subdivisions 1 and 2 expire at ~he earlier of (1) ten years, or 

32 (2) when the city council determines that the amount of revenue 

33 received from the taxes to pay for the projects under 

34 subdivision 3 equals or exceeds $7,800,000 plus the additional 

35 amount needed to pay the costs related to issuance of bonds 

36 under subdivision 4, including interest on the bonds. Any funds 
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l remaining after completion of the project and retirement or 

2 redemption of the bonds shall be placed in a capital project 

3 fund of the city. The taxes imposed under subdivisions l and 2 

4 may expire at an earlier time if the city so determines by 

5 ordinance. 

6 [EFFECTIVE DATE.] This section is effective the day after 

7 the gover.ning body of the city of Worthington and its chief 

8 clerical officer timely comply with Minnesota Statutes, section 

9 645.021, subdivisions 2 and 3. 

10 ARTICLE 22 

li PROPERTY TAX AND AIDS - SF2206 

12 Section l. Minnesota Statutes 2004., section 123B.53, 

13 subdivision 5, is amended to read: 

14 Subd. 5. [EQUALIZED DEBT SERVICE LEVY.] (a) The equalized 

15 debt service levy of a district equals the sum of the first tier 

16 equalized debt service levy and the second tier equalized debt 

17 service levy. 

18 (b) A district's first tier equalized debt service levy 

19 equals the district's first tier debt service equalization 

20 revenue times the lesser of one or the ratio of: 

21 (1) the quotient derived by dividing the adjttseed debt 

22 service net tax capacity of the district for. the year before the 

23 year the levy is certified by the adjusted pupil units in the 

24 district for the school year ending in the year prior to the 

25 year the levy is ~ertified; to 

26 (2) $3,200. 

27 (c) A district's second tier equalized debt service levy 

28 equals the district's second tier debt service equalization 

29 revenue times the lesser of one or the ratio of: 

30 (1) the quotient derived by dividing the adjttseed debt 

31 service net tax capacity of the: district for the year before the 

32 year the levy is certified by the adjusted pupil units in the 

33 district for the school year ending in the year prior to the 

34 year the levy is certified; to 

35 (2) $8,000. 

36 [EFFECTIVE DATE.] This section is effective for taxes 
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l payable in 2006. 

2 Sec. 2. Minnesota Statutes 2004, section 126C.Ol, is 

3 amended by adding a subdivision to read: 

4 Subd. 2a. [DEBT SERVICE NET TAX CAPACITY.] A school 

s district's debt service net tax capacity means the net tax 

6 capacity of the taxable property of the district as adjusted by 

7 the commissioner of revenue under section 127A.48, subdivision 

8 17. The debt service net tax capacity for any given calendar 

9 year must be used to compute the debt service levy limitations 

10 for levies certified in the succeeding calendar year and aid for 

11 the school year beginning in the second succeeding calendar year. 

12 [EFFECTIVE DATE.l This section is effective the day 

13 following final enactment for computing taxes payable in 2006. 

14 Sec. 3. Minnesota Statutes 2004, section 127A.48, is 

15 amended by adding a subdivision to read: 

16 Subd. 17. [DEBT SERVICE NET TAX CAPACITY.] To calculate 

17 each district's debt service net tax capacity, the commissioner 

18 of revenue must recompute the amounts in this section using an 

19 alternative sales ratio comparing the sales price to the 

20 estimated market value of the property. 

21 [EFFECTIVE DATE.] This section is effective the day 

22 following final enactment for computing taxes payable in 2006. 

23 Sec. 4. Minnesota Statutes 2004, section 254B.02, 

24 subdivision 3, is amended to read: 

25 Subd. 3. [RESERVE ACCOUNT.] The commissioner shall 

26 allocate money from the reserve account to counties that~ during 

27 the current fiscal year, have met or exceeded the base level of 

28 expenditures for eligible chemical dependency services from 

29 local money. The commissioner shall establish the base level 

30 for fiscal year 1988 as the amount of local money used for 

31 eligible services in calendar year 1986. In later years, the 

32 base level must be increased in the same proportion as state 

33 appropriations to implement Laws 1986, chapter 394, sections 8 

34 to 20, are increased, except the base level shall not exceed 55 

35 percent of the county allocation provided in subdivision 1 for 

36 fiscal year 2006; 50 percent in fiscal year 2007; 45 percent in 
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1 fiscal year 2008; and 40 percent in fiscal year 2009. 

2 Thereafter the maximum base level shall decrease by five percent 

3 each year until.the maximum county match is 15 percent. The 

4 base level must be decreased if the fund balance from which 

5 allocations are made under section 254B.02, subdivision 1, is 

6 decreased in later years. The local match rate for the reserve 

7 account is the same rate as applied to the initial allocation. 

8 Reserve account payments must not be included when calculating 

9 the county adjustments made according to subdivision 2. For 

10 counties providing medical assistance or general assistance 

11 medical care through managed care plans on January 1, 1996, the 

12 base year is fiscal year 1995. For counties beginning provision 

13 of managed care after January 1, 1996, the base year is the most 

14 recent fiscal year before enrollment in managed care begins. 

15 For counties providing managed care, the base level will be 

16 increased or decreased in proportion to changes in the fund 

17 balance from which allocations are made under subdivision 2, but 

18 will be additionaliy increased or decreased in proportion to the 

19 change in county adjusted population made in subdivision l, 

20 paragraphs (b) and ( c). Effective July 1, 2001, at the end of 

21 each biennium, any funds deposited in the reserve acco~nt funds 

22 in excess of those needed to meet obligations incurred under 

23 this section and sections 254B.06 and 254B.09 shall cancel to 

24 the general fund. 

25 Sec. 5. Minnesota Statutes 2004, section 272.02, 

26 subdivision 53, is amended to read: 

2l Subd. 53. [ELECTRIC GENERATION FACILITY; PERSONAL 

28 PROPERTY.] Notwithstanding subdivision 9, clause (a), attached 

. 29 m~chinery and other personal property which is part of a 3.2 

30 .megawatt run-of-the-river hydroelectric generation facility and 

31 that meets the requirements of this subdivision is exempt. At 

32 the time of construction, the facility must: 

33 (1) utilize two turbine generators at a dam site existing 

34 on March 31, 1994; 

35 (2) be located on ~ttb%~e%y-ewned land and within 1,500 feet 

36 of a 13.8 kilovolt distribution substation; and 
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1 (3) be eligible to receive a renewable energy production 

2 incentive payment under section 216C.41. 

3 Construction of the facility must be commenced after 

4 a:anttary-3:7-%99% December 31, 2004, and before January 1, %885 

5 2007. Property eligible for this exemption does not include 

6 electric transmission lines and interconnections or gas 

7 pipelines and interconnections appurtenant to the property or 

8 the facility. 

9 [EFFECTIVE DATE.] This section is effective for taxes 

10 levied in 2005, payable in 2006, and thereafter. 

11 Sec. 6. Minnesota Statutes 2004, section 272.02, is 

12 amended by adding a subdivision to read: 

13 Subd. 68. [ELECTRIC GENERATION FACILITY PERSONAL 

14 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a), 

15 attached machinery and other personal property which is part of 

16 either a simple-cycle; combustion-turbine electric generation 

17 facility, or a combined-cycle, combustion-turbine electric 

18 generation facility that does not exceed 325 megawatts of 

19 instalied capacity and that meets the requirements of this 

20 subdivision is exempt. At the time of construction, the 

21 facility must: 

22 (1) utilize either a simple-cycle or a combined-cycle 

23 combustion-turbine generator fueled by natural gas; 

24 (2) be connected to an existing 115-kilovolt high-voltage 

25 electric transmission.line that is within two miles of the 

26 facility; 

27 (3) be located on an underground natural gas storage 

28 aquifer; 

29 (4) be designed as either a peaking or intermediate load 

30 .facility; and 

31 (5) have received, by resolution, the approval from the 

32 governing body of the county for the exemption of personal 

33 property under this subdivision. 

34 (b) Construction of the facility must be commenced after 

35 January 1, 2006, and before January 1, 2008. Property eligible 

36 for this exemption does not include electric transmission lines 
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1 and interconnections or gas pipelines and interconnections 

2 appurtenant to the property or the facility. 

3 [EFFECTIVE DATE.] This section is effective for assessment 

4 year 2005, taxes payable in 2006, and thereafter. 

s Sec. 7. Minnesota Statutes 2004, section 272.0211, 

6 subdivision 1, is amended to read: 

7 Subdivision 1. [EFFICIENCY DETERMINATION AND 

8 CERTIFICATION.] An owner or operator of a new or existing 

9 electric power generation facility, excluding wind energy 

10 conversion systems, may apply to the commissioner of revenue for 

11 a market value exclusion on the property as provided for in this 

12 section. This exclusion shall apply only to the market value of 

13 the equipment of the facility, and shall not apply to the 

14 structures and the land upon which the facility is located. The 

15 commissioner of revenue shall prescribe the forms and procedures 

16 for this· application. Upon receiving the application, the 

17 commissioner of revenue shall request the commissioner of 

18 commerce to make a determination of the efficiency of the 

19 applicant's electric power generation facility. %n-ea%ett%aeing 

20 ehe-e££ieieney-e£-a-£aei%iey; The commissioner of· commerce shall 

21 ttse-a-de£inieien-e£ calculate efficiency whieh-ea%ett%aees 

22 e££ieieney-as-ehe-sttm-e£~ 

23 t%t-ehe-ttse£tt%-e%eeeriea%-pewer-etteptte~-p%tts 

24 tit-ehe-ttse£u%-eherma%-energy-etteptte~-p%tts 

2 5 t3t-ehe-£tte%-energy-e£-ehe-ttse.£tt%-ehemiea3::-predttees; 

26 a%%-divided-by-ehe-eeea%-energy-inpue-ee-ehe-£aei%iey;-expressed 

27 as-a-pereeneage as the ratio of useful energy outputs to energy 

28 inputs, expressed as a percentage, based on the performance of 

29 the facility's eguipment during normal full load operation. The 

30 .commissioner must include in this formula the energy used in any 

31 on-site preparation of materials· necessary to convert the 

32 materials into the fuel used to generate electricity, such as a 

33 process to gasify petroleum coke. The commissioner shall use 

34 the high-heaeing-vaitte Higher Heating Value (HHV) for all 

35 substances in the commissioner's efficiency calculations, except 

36 for wood for fuel in a biomass-eligible project under section 
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1 216B.2424; for these instances, the commissioner shall adjust 

2 the heatirtg value to allow for energy. consumed for evaporation 

3 of the moisture in the wood. The applicant shall provide the 

4 commissioner of commerce with whatever information the 

5 commissioner deems necessary to make the determination. Within 

6 30 days of the receipt of the necessary information, the 

7 commissioner of commerce shall certify the findings of the 

8 efficiency determination to the commissioner of revenue and to 

9 the applicant. ~he-eommissiener-e£-eemmeree-sha%%-deeermine-ehe 

10 e££ieieney-o£-ehe-£aei%iey-and-eerei£y-ehe-£indings-e£-that 

11 determinatien-te-the-eemmissiener-e£-re•entte-e•ery-twe-years 

12 therea£ter-£rem-the-date-e£-the-erigina%-eerti£ieatien. 

13 [EFFECTIVE DATE.] This section is effective for assessment 

14 year 2005 and thereafter, for taxes payable in 2006 and 

15 thereafter. 

16 Sec. ·8. Minnesota Statutes 2004, section 272.0211, 

17 subdivision 2, is amended to read: 

18 Subd. 2. [SLIDING SCALE EXCLUSION.] Based upon the 

19 efficiency determination provided by the commissioner of 

20 commerce as described in subdivision 1, the commissioner of 

21 revenue shall subtract £i•e eight percent of the taxable market 

22 value of the qualifying property for each percentage point that 

23 the efficiency of the specific facility, as determined by the 

24 commissioner of commerce, is above 35 40 percent. The reduction 

25 in taxable market value shall be reflected in the taxable market 

26 value of the facility beginning with the assessment year 

27 immediately following the determination. For a facility that is 

28 asse~sed by the courtty in which the facility is located, the 

29 commissioner of revenue shall certify to the assessor of that 

30 . county the percentage of the taxable market value of the 

31 facility to be excluded. 

32 [EFFECTIVE DATE.] This section is effective for assessment 

33 year 2005 and thereafter, for taxes payable in 2006 and 

34 .thereafter. 

35 Sec. 9. Minnesota Statutes 2004, section 273.11, 

36 subdivision la, is amended to read: 
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1 Subd. la. [LIMITED MARKET VALUE.] In the case of all 

2 property classified as agricultural homestead or nonhomestead, 

3 residential homestead or nonhomestead, timber, or noncommercial 

4· seasonal residential recreational, the assessor shall compare 

5 ·the value with the taxable portion of the value determined in 

6 the preceding assessment. 

7 For assessment year 2002, the amount of the increase shall 

8 not exceed the greater of (1) ten percent of the value in the 

9 preceding assessment, or (2) 15 percent of the difference 

10 between the current assessment and the preceding assessment. 

11 For assessment year 2003, the amount of the increase shall 

12 not exceed the greater of ·.(l) 12 percent of the value in the 

13 preceding assessment, or (2) 20 percent of the difference 

14 between the current assessment and the preceding assessment. 

15 For assessment year 2004, the amount of ·the increase shall 

16 not exceed the greater of (1) 15 percent of the value in the 

17 preceding assessment, or (2) 25 percent of the diff~rence 

18 between the current assessment and the preceding assessment. 

19 For assessment year 2005, the amount of the increase shall 

20 not exceed the greater of (1) 15 percent of the value in the 

21 preceding assessment, or (2) 33 percent of the difference 

22 between the current assessment and the preceding assessment. 

23 For assessment year 2006, the amount of the increase shall 
I 

24 not exceed the greater of (1) 15 percent of the value in the 

25 preceding assessment, or (2) 50 percent of the difference 

26 between the current assessment and the preceding assessment. 

27 This limitation shall not apply to increases in value due 

28 to improvements. For purposes of this subdivision, the· term 

29 "assessment" means the value prior to any exclusion under 

30 subdivision 16. 

31 The provisions of this subdivision.shall be in effect 

32 through assessment year 2006 as provided in this subdivision. 

33 For purposes of the assessment/sales ratio study conducted 

34 under section 127A.48, and the computation of state aids paid 

·35 under chapters 122A, l23A, 123B, excL~ding section 123B. 53, 

36 124D, 125A, 126C, 127A, and 477A, market values and net tax 
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1 capacities determined under this subdivision and subdivision 16, 

2 shall be.used. 

3 [EFFECTIVE DATE.] This section is effective the day 

4 following final enactment for computing taxes payable in 2006. 

s Sec. 10. Minnesota Statutes 2004, section 275.025, 

6 subdivision 1, is amended to read: 

7 Subdivision 1. [LEVY AMOUNT.]~ The state general levy 

8 is levied against commercial-industrial property and seasonal 

9 residential recreational property, as defined in this section. 

10 The state general levy base amount is $592,000,000 for taxes 

11 payable in 2002. For taxes payable in subsequent years on 

12 seasonal residential recreational property, the levy base amount 

13 is increased each year by multiplying the levy base amount 

14 for that class of property for the prior year by the sum of one 

15 plus the rate of increase, if any, in the implicit price 

16 deflater for government ·consumption expenditures and gross 

17 investment for state and local governments prepared by the 

18 Bureau of Economic .Analysts of the United States Department of 

19 Commerce for the 12-month period ending March 31 of the year 

20 prior to the year the taxes are payable. For taxes payable in 

21 2006 and subseguent years on commercial-industrial property, the 

22 tax is imposed under this· subdivision at the rate of the tax 

23 imposed under this subdivision for taxes payable in 2002. The 

24 tax under this section is not treated as a local tax rate under 

25 section 469.177 and is not the levy of a governmental unit under 

26 chapters 276A and 473F. 

27 (b) Beginning with taxes payable in 2008, and in each year 

28 thereafter, the commissioner of finance shall deposit in the 

29 education reserve account established in 2005 S.F. No. 1683, 

30 article 4, section 73, if enacted, the increased amount of the 

31 state general levy for that year over the state general levy 

32 base amount for taxes payable in 2002. 

33 ..l£l The commissioner shall increase or decrease tne 

34 preliminary or final rate for a year as necessary to account for 
-

35 errors and tax base changes that affected a preliminary or final 

3.6 rate for either of the two preceding years. Adjustments are 
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1 allowed to the extent that the necessary information is 

2 available to the commissioner at the time the· rates for a year 

3 must be certified, and for the following reasons: 

4 (1) an erroneous report of taxable value by a local 

5 official; 

6 (2) an erroneous calculation by the commissioner; and 

7 (3) an increase or decrease in taxable value for 

8 commercial-industrial or seasonal residential recreational 

9 · property reported on the abstracts of tax lists submitted under 

10 section 275.29 that was not reported on the abstracts of 

11 assessment submitted under section 270.11, subdivision 2, for 

12 the same year. 

13. The commissioner may, but need not, make adjustments if the 

14 total difference in the tax levied for the y~ar would be less 

15 than $100,000. 

16 [EFFECTIVE DATE.] This section is effective for taxes 

17 payable in 2006 and subsequent years. 

18 Sec. 11. Minnesota Statutes 2004, section 275.065, 

19 subdivision 3, is amended to read: 

20 Subd. 3. [NOTICE OF PROPOSED PROPERTY TAXES.] (a) The 

21 county auditor shall prepare and the county treasurer shall 

22 deliver after November 10 and on or before November 24 each 

23 year, by first class mail to each taxpayer at the address listed 

24 on the county•s current year's assessment roll, a notice of 

25 proposed property taxes. 

26 (b) The commissioner of revenue shall prescribe the form ·of 

27 the notice. 

28 (c) The notice must inform taxpayers that it contains the 

29 amount of property taxes each taxing authority proposes to 

30 collect for taxes payable the following year. In the case of a 

31 town, or in the case of the state general tax, the final tax. 

32 amount will be its proposed tax. In the case of taxing 

33 authorities required to hold a public meeting under subdivision 

34 6, the notice must clearly state that each taxing authority, 

35 including regional library districts established under section 

36 134.201, and including the metropolitan taxing districts as 
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1 defined in paragraph (i), but excluding all other special taxing 

2 districts and towns, will hold a public meeting to receive 

3 public testimony on the proposed budget and proposed or final 

4 property tax levy, or, in case of a school district, on the 

5 current budget and proposed property tax levy. It must clearly 

6 state the time and place of each taxing authority's meeting, a 

7 telephone number for the taxing authority that taxpayers may 

8 call if they have questions related to the notice, and an 

9 address where comments will be received by mail. 

10 (d) The notice must state for each parcel: 

11 (1) the market value of the property as determined under 

12 section 273.11, and used for computing property taxes payable in 

13 the following year and for taxes payable in the current year as 

14 each appears in the records of the county assessor on November 1 

15 of the current year; and, in the case of residential property, 

16 whether the property is classified as homestead or 

17 nonhomestead. The notice must clearly inform taxpayers of the 

18 years to which the market values apply and that the values are 

19 final values; 

20 (2) the items listed below, shown separately by county, 

21 city or town, and state general tax, net of the residential and 

22 agricultural homestead credit under section 273.1384, voter 

23 approved school levy, other local school levy, and the sum of 

24 the special taxing districts, and as a total of all taxing 

25 authorities: 

26 (i) the actual tax for taxes payable in the current year; 

27 and 

28 (ii) the proposed tax amount. 

29 If the county levy under clause (2) includes an amount for 

30 a lake improvement district as defined under sections 103B.501 

31 to 103B. 581, the amount attribu".table fo,: that purpose must be 

32 s~parately stated from the remaining county levy amount. 

33 In the case of a town or the state general tax, the final 

34 tax shall also be its proposed tax unless the town changes its 

35 levy at a special town meeting under section 365.52. If a. 

36 school district has certified under section 126C.17, subdivision 
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l 9, that a referendum will be held in the school district at the 

2 November general election, the county auditor must note next to 

3 the school district's proposed amount that a referendum is 

4 pending and that, if approved by the voters, the tax amount may 

5 be higher than shown on the notice. In the case of the city of 

6 Minneapolis, the levy for the Minneapolis Library Board and the 

7 levy for Minneapolis Park and Recreation shall be listed 

8 separately from the remaining amount of the city's levy. In the 

9 case of the city of St. Paul, the levy for the St. Paul Library 

10· Agency must be listed separately from the remaining amount of 

11 the city's levy. In the case of a parcel where tax increment or 

12 the fiscal disparities areawide tax under chapter 276A or 473F 

13 applies, the proposed tax levy on the captured value or the 

14 proposed tax levy on the tax capacity subject to the areawide 

15. tax must each be stated separately a~d not included in the sum 

16 of the special taxing districts; and 

17 (3) the increase or decrease between the total taxes 

18 payable in the current year and the total proposed taxes, 

19 expressed as a percentage • 

. 20 For purposes of this section, the amount of the tax on 

21 homesteads qualifying tinder the senior citizens• property tax 

22 deferral program under chapter 290B is the total amount of 

23 property tax before subtraction of the deferred property tax 

24 amount. 

25 (e) The notice must clearly state that the proposed or 

26 final taxes do not include the following: 

27 (1) special assessments; 

28 (2) levies approved by the voters after the date the 

29 proposed taxes are certified, including bond referenda and 

30 school district levy referenda; 

31 (3) a levy limit increase $pproved_by the voters by the 

32 first 'Tuesday after the first Monday in November of the levy 

33 year as provided under section 275.73; 

34 (4) amounts necessary to pay cleanup or other costs due to 

35 a natural disa~ter occurring after the date £he proposed taxes 

36 are certified; 
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1 (5) amounts necessary to pay tort judgments against the 

2 taxing authority that become final after the date the proposed 

3 taxes are certified; and 

4 (6) the contamination tax imposed on properties which 

5 received market value reductions for contamination. 

6 (f) Except as provided in subdivision 7, failure of the 

7 county auditor to prepare or the county treasurer to deliver the 

8 notice as required in this section does not invalidate the 

9 proposed or final tax levy or the taxes payable pursuant to the 

10 tax levy. 

11 (g) If the notice the taxpayer receives under this section 

12 lists the property as nonhomestead, and satisfactory 

13 documentation is provided to the county assessor by the 

14 applicable deadline, and the property qualifies for the 

15 homestead classification in that assessment year, the assessor 

16 shall reclassify the property to homestead for taxes payable in 

17 the following year. 

18 (h) In the case of class 4 residential property used as a 

19 residence for lease or rental periods of 30 days or more, the 

20 taxpayer must either: 

21 (1) mail or deliver a copy of the notice of proposed 

22 property taxes to each tenant, renter, or lessee; or 

23 (2) post a .copy of the notice in a conspicuous place.on the 

24 premises of the property. 

25 The notice must be mailed or.posted by the taxpayer by 

26 November 27 or within three days of receipt of the notice, 

27 whichever is later. A taxpayer may notify the county treasurer 

28 of the address of the taxpayer, agent, caretaker, or manager of 

29 the premises to which the notice must be mailed in order to 

30 .fulfill the requirements of this paragraph. 

31 (i) For purposes of this sµbdivisi9n, subdivisions Sa and 

32 6, "metropolitan special taxing districts" means the following 

33 taxing districts in the seven-county metropolitan area that levy 

34 a property tax for any of the specified purposes listed below: 

35 (1) Metropolitan Council under section 473.132, 473.167, 

36 473.249, 473.325, 473.446, 473.521, 473.547, or 473.834; 
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1 (2) Metropolitan Airports Commission under section 473.667, 

2 473.671, or 473.672; and 

3 (3) Metropolitan Mosquito Control Commission under· section 

4 473.711. 

5 For purposes of this section, any levies made by the 

6 regional rail authorities in the county of Anoka, Carver, 

7 Dakota, Hennepin, Ramsey, Scott, or Washington under chapter 

8 398A shall be included with the appropriate county's levy and 

9 shall be discussed at that county's public hearing. 

10 (j) The governing body of a county, city, or school 

11 district may, with the consent of the county auditor, include 

12 supplemental information with the statement of proposed property 

13 taxes about the impact of state aid increases or decreases on 

14 property tax increases or decreases and on the level of services 

15 provided in the affected jurisdiction. This supplemental 

16 information·may include information for the following year, the 

17 current year, and for as many consecutive preceding years as 

18 deemed appropriate by the governing body of the county, city, or 

19 school district. It may include only information regarding: 

20 (1) the impact of inflation as measured by the implicit 

21 price deflater for state and local government purchases; 

22 (2) population growth and decline; 

23 (3) state or federal government action; and 

24 (4) other financial factors that affect the level of 

25 property taxation and local services that the governing body of 

26 the county, city, or school district may deem appropriate to 

27 include. 

28 The information may be presented using tables, written 

29 narrative, and graphic representations and.may contain 

30 .instruction toward further sources of information or opportunity 

31 for comment. 

32 Sec. 12. Minnesota Statutes 2004, section 469.033, 

33 subdivision 6, is amended to read: 

34 Subd. 6. [OPERATION AREA AS TAXING DISTRICT, SPECIAL TAX.] 

35 All of the territory included within the area of operation of 

36 any authority shall constitute a taxing district for the purpose 
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1 of levying and collecting special benefit taxes as provided in 

2 this subdivision. All of the taxable property, both real and 

3 personal, within that taxing district shall be deemed to be 

4 benefited by projects to the extent of the special taxes levied 

5 under this subdivision. Subject to the consent by resolution of 

6 the governing body of the city in and for which it was created, 

7 an authority may levy a tax upon all taxable property within 

8 that taxing district. The tax shall be extended, spread, and 

9 included with and as a part of the general taxes for state, 

10 county, and municipal purposes by the county auditor, to .be 

11 collected and enforced therewith, together with the penalty, 

12 interest, and costs. As the tax, including any penalties, 

13 interest, and costs, is collected by the county treasurer it 

·14 shall be accumulated and kept in a separate fund to be known as 

15 the "housing and redevelopment project fund. 11 The money in the 

16 fund shall be turned over to the authority at the same time and 

17 in the same manner that the tax collections for the city are 

18 turned over to the city, and shall be expended only for the 

19 purposes of sections 469.001 to 469.047. It shall be paid out 

20 upon vouchers signed by the chair of the authority or an 

21 authorized representative. The amount of the levy shall be an 

22 amount approved by the governing body of the city, but shall not 

23 exceed 0.0144 percent of taxable market value for the current 

24 levy year, notwithstanding section 273.032. The authority shall 

25 each year formulate and file a budget in accordance with the 

26 budget procedure of the city in the same manner as required of 

27 executive departments of the city or, if no budgets are required 

28 to be filed, by August 1. The amount of the tax levy for the 

29 following year shall be based on that budget. 

30 Sec. 13. Minnesota Statutes 2004, section 473F.08, 

31 subdivision 3a, is amended to read: 

32 Subd. 3a. [BLOOMINGTON COMPUTATION.] Beginning in 1987 and 

33 each subsequent year through 1998, the city of Bloomington shall 

34 determine the interest payments for .that year for the bonds 

35 ·which have been sold for the highway improvements pursuant to 

36 Laws 1986, chapter 391, section 2, paragraph (g). Effective for 
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l property taxes.payable in 1988 through property taxes payable in 

2 1999, after the Hennepin County auditor has computed the 

3 areawide portion of the levy for the city of ·Bloomington 

4 pursuant to subdivision 3, clause (a), the auditor shall 

.5 annually add a dollar amount to the city of Bloomington's 

6 areawide portion of the levy equal to the amount which has been 

7 certified to the auditor by the city of Bloomington for the 

8 interest payments for that year for the bonds which were sold 

9 for highway improvements. The total areawide portion of the 

10 levy for the city of Bloomington including the additional amount 

11 for interest repayment certified pursuant to this subdivision 

12 shall be certified by the Hennepin County auditor to the 

13 administrative auditor pursuant to subdivision 5. The Hennepin 

14 County auditor shall distribute to the city of Bloomington the 

15 additional areawide portion of the levy computed pursuant to 

16 this subdivision at· the same time that payments are made to the 

17 other counties pursuant to subdivision 7a. For pr~perty taxes 

18 payable from the year %996 2014 through %9%5 2023, the Hennepin 

19 County auditor shall adjust Bloomington's contribution to the 

20 areawide gross tax capacity upward each year by a value equal to 

21 ten percent of the total additional areawide levy distributed to 

22 Bloomington under this subdivision from 1988 to 1999, divided by 

23 the areawide tax rate for taxes payable in the previous year. 

24 [EFFECTIVE DATE.] This section is effective the day 

25 following final enactment. 

26 Sec. 14. Minnesota Statutes 2004, section 477A.Oll, 

27 subdivision 34, is amended to read: 

28 Subd. 34. [CITY REVENUE NEED.] {a) For a city with a 

29 population equal to or greater than 2,500, "city revenue need" 

30 is the sum of (1) 5.0734098 times the pre-1940 housing 

31 percentage; plus (2) 19.141678 times the population decline 

32 percentage; plus (3) 2504.06334 times the road accidents factor; 

33 plus (4) 355.0547; minus (5) the metropolitan area factor; minus 

34 (6) 49.10638 times the household size. 

35 {b) For a city with a population less than 2,500, "city 

36 revenue need" is the sum of (1) 2.387 times the pre-1940 housing 
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1 percentage; plus (2) 2.67591 times the commercial industrial 

2 percentage; plus (3) 3.16042 times the population decline 

3 percentage; plus (4) 1.206 times the transformed population; 

4 minus (5) 62.772. 

5 (c) The city revenue need cannot be less than zero. 

6 (d) For calendar year 2005 and subsequent years, the city 

7 revenue need for a city, as determined in paragraphs (a) to (c), 

8 is multiplied by the ratio of the anntta3:: most recently available 

9 first quarter implicit price deflater for government consumption 

10 expenditures and gross investment for state and local 

11 governments as prepared by the United States Department of 

12 Commerce, £er-ehe-mese-reeene3::y-ava~3::ab3::e-year to the i993 first 

13 guarter 2002 implicit price deflater for state and local 

14 government purchases. 

15 (e) For a city with a population of 2,500 or more and a 

16 population in one of the most recently available five years that 

17 was less than 2,500, "city revenue need" is the sum of (1) its 

18 city revenue need calculated under paragraph (a) multiplied by 

19 its transition factor; plus (2) its city revenue need calculated 

20 under the formula in paragraph (b) multiplied by the difference 

21 between one and its transition factor. For purposes of this 

22 paragraph, a city's "transition factor" is egual to 0.2 

23 multiplied by the number of years that the city's population 

24 estimate has been 2,500 or more. This provision only. applies 

25 for aids payable in calendar years 2006 to 2008 to cities with a 

?6 2002 population of less than 2,500. It applies to any city for 

27 aids payable in 2009 and thereafter. 

28 [EFFECTIVE DATE.] This section is effective for aids 

29 payable in 2006 and thereafter. 

30 Sec. 15. Minnesota Statutes 2004, section 477A.Oll, 

31 subdivision 36, as amended by Laws 2005~ chapter 38, section 1, 

32 is amended to read: 

33 Subd. 36. [CITY AID BASE.] (a) Except as otherwise 

34 provided in this subdivision, "city aid bas~" is 2ero. 

35 (b) The city ·aid base for any city with a population less 

36 than 500 is increased by $40,000 for aids payable in calendar 
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l year 1995 and thereafter, and the maximum amount of ·total aid it 

2 may receive under section 477A.013, subdivision 9, paragraph 

3 (c), is also increased by $40,000 for aids payable in calendar 

4 year 1995 only, provided that: 

5 (i) the average total tax capacity rate for taxes payable 

6 in 1995 exceeds 200 percent; 

7 (ii) the city portion of the tax capacity tate exceeds 100 

8 percent; and 

9 (iii) its city aid base is less than $60 per capita. 

10 (c) The city aid base for a city is increased by $20,000 in 

11 1998 and thereafter and the maximum amount of total aid it may 

12 receive under section 477A.013, subdivision 9, paragraph (c), is 

13 also increased by $20,000 in calendar year 1998 only, provided · 

14 that: 

15 (i) the ·city has a population in 1994 of 2,500 or more; 

16 (ii) the city is located in a county, outside of the 

17 metropolitan area, which contains a city of the first class; 

18 (iii) the city's net tax capacity used in calculating its 

19 1996 aid under section 477A.013 is less than.$400 per capita; 

20 and 

21 (iv) at least four percent of the total net tax capacity, 

22 for taxes payabre in 1996, of property locat~d in the city is 

23 classified as railroad property. 

24 (d) The city aid base for a city is increased by $200,000 . 

25 in 1999 and thereafter and the maximum amount of total aid it 

26 may receive under section 477A.013, subdivision 9, .paragraph 

27 (c), is also increased by $200,000 in calendar year 1999 only, 

28 provided that: 

29 (i) the city was incorporated as a statutory city after 

30 .December 1, 1993; 

31 (ii) its city aid base doe~ not exceed $5,600; and 

32 (iii) the city had a population in 1996 of 5,000 or more. 

33 (e) The city aid base for a city is incre~sed by $450~000 

34 in 1999 to 2008 and the maximum amount of total aid it may 

35 receive under section 477A.013, subdivision 9, paragraph (c)., is 

36 also increased by $450,000 in calendar year 1999 only, provided 
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l that: 

2 (i) the city had a population in.1996 of at least 50,000; 

3 (ii) its population had increased by at least 40 percent in 

4 the ten-year period ending in 1996; and 

5 (iii) its city's net tax capacity for aids payable in 1998 

6 is less than .$700 per capita. 

7 (f) The city aid base for a city is increased by $150,000 

8 for aids payable in 2000 and thereafter, and the maximum amount 

9 of total aid it may receive under section 477A .• 013, subdivision 

10 9, paragraph (c), is also increased by $150,000 in calendar year 

11 2000 only, provided that: 

12 (1) the city has a population that is greater than 1,000 

13 and less than 2,500; 

14 (2) its commercial and industrial percentage for aids 

15 payable in 1999 is greater than 45 percenti and 

16 (3) the total market value of all commercial and industrial 

17 property in the city for assessment year 1999 is at least 15 

18 percent less than the total market value of all commercial and 

19 industrial property in the city for assessment year 1998. 

20 (g) The city aid base for a city is increased by $200,000 

21 in 2000 and thereafter, and the maximum amount of total aid it 

22 may receive under section 477A.013, subdivision 9, paragraph 

23 (c), is also increased by $200,000 in calendar year 2000 only, 

24 provided that: 

25 (1) the city had a population in 1997 of 2,500 or more; 

26 (2) the net tax capacity of the city used in calculating 

27 its 1999 aid under section 477A.013 is less than $650 per 

28 capita; 

29 (3) the pre-1940 housing percentage of the city used in 

30 _calculat~ng 1999 aid under section 477A.013 is greater than 12 

31 ·percent; 

32 (4) the 1999 local government aid of the city under section 

33 477A.013 is less than 20 percent of the amount t~at the formula 

34 aid of the city would have been if the need increase percentage 

35 was 100 percent; and 

36 (5) the city aid base of the city used in calculating aid 
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1 under section 477A.013 is less than $7 per capita. 

2 (h) The city aid bas~·for a city is increased by $102,000· 

3 in 2000 and thereafter, and the maximum amount of total aid it 

4 may receive under section 477A.013, subdivision 9, paragraph 

5 (c), is also increased by $102,000 in calendar year 2000 only, 

6 provided that: 

7 (1) the city has a population in 1997 of 2,000 or more; 

8 (2) the net tax capacity of the city used in calculating 

9 its 1999 aid under section 477A.013 is less than $455 per 

10 capita·; 

11 (3) the net levy of the city used in calculating 1999 aid 

12 under section 477A.013 is greater than $195 per capita; and 

13 (4) the 1999 local government aid of the city under section 

14 477A.013 is less than 38 percent of the amount that the formula 

15 aid.of the city would have been if the need increase percentage 

16 ~as 100 percent. 

17 (i) The city aid base for a city is increased by $32,000 in 

18 2001 and thereafter, and the maximum amount of total aid it may 

19 receive under section 477A.013, subdivision 9, paragraph (c), is· 

20 also increased by $32,000 in calendar year 2001 only, provided 

21 that: 

22 (1) the city has a population in·l998 that is greater than 

23 200 but less than 500; 

24 (2) the city's revenue need used in calculating aids 

25· payable in 2000 was greater than $200 per capita; 

26 (3) the city net tax capacity for the city used in 

27 calculating aids available in 2000 was equal to or less than · 

28 $200 per capita; 

29 (4) the city aid base of the city used in calculating aid 

30 under section 477A.013 is less than $65 per capita; and 

31 (5) the city's formula aid~for aids pay~ble in 2000 was 

32 greater than zero. 

33 (j) The city aid base for a city is increased by $7,200 in 

34 2001 and thereafter, and the maximum amount of total aid it may 

35 receive under section 477A.013, subdivision 9, paragraph (c), is 

36 also increased by $7,200 in calendar year 2001 only, .provided 
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1 that: 

2 (1) the city had a population in 1998 that is greater than 

3 200 but less than 500; 

4 (2) the city's commercial industrial percentage used in 

5 calculating aids payable in 2000 was less than ten percent; 

6 (3) more than 25 percent of the city's population was 60 

7 years old or older according to the 1990 census; 

8 (4) the city aid base of the city used in calculating aid 

9 under section 477A.013 is less than $15 per capita; and 

10 (5) the city's formula aid for aids payable in 2000 was 

11 greater than zero. 

12 (k) The city aid base for a city is increased by $45 ,,000 in 

13 2001 and thereafter and by an additional $50,000 in calendar 

14 · years 2002 to 2011, and the maximum amount of total aid it may 

15 receive under section 477A.013, subdivision 9, paragraph (c), is 

16 also increased by $45,000 in calendar year 2001 only, and by 

17 $50,000 in calendar year 2002 only, provided that: 

18 (1) the net tax capacity of the city used in calculating 

19 its 2000 aid under section 477A.013 is less than $810 per 

20 capita; 

21 (2) the population of the city declined more than two 

22 percent between 1988 and 1998; 

23 (3) the net levy of the city used in calculating 2000 aid 

24 under section 477A.013 is greater than $240 per capita; and 

25 (4) the city received less than $36 per capita in aid under 

26 section 477A.013, subdivision 9, for aids payable in 2000. 

27 The city aid base for a city described in this paragraph is also 

28 increased by $250,000 in calendar year 2006 and the maximum 

29 amount of total aid it may receive under section 477A.013; 

30 .subdivision 9, paragraph (c), is also increased by $250,000 in 

31 calendar year 2006 only. 

32 (1) The city aid. base for a city with a population of 

33 10,000 or more which is located outside of the seven-county 

34 metropolitan area is increased in 2002 and thereafter, and the 

35 maximum amount of total aid it may receive under section 

36 477A.013, subdivision 9, paragraph (b) or (c), is also increased 
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1 in calendar year 2002 only, by an amount equal to the lesser of: 

2 (l)(i) the total population of t~e city, as-deeermined-by 

3 ehe-enieed-Seaees-Bttreatt-e£-ehe-eenstts7-in-ehe-%999-eenstts7 (ii) 

4 minus 5,000, (iii) times 60; or 

5 (2) $2,500,000. 

6 (m) The city aid base is increased by $50,000 in 2002 and 

7 thereafter, and the maximum amount of total aid it may receive 

8 under section 477A.013, subdivision ·9, paragraph (c), is also 

9 increased by $50,000 in calendar year 2002 only, provided that: 

10 (1) the city is located in the seven-county metropolitan 

11 area; 

12 (2) its population in 2000 is between 10,000 and 20,000; 

13 and 

14 (3) its commercial industrial percentage, as calculated for 

15 city aid payable in 2001, was greater than 25 percent. 

16 (n) The city aid base for a city is increased by ·$150,000 

17 in calendar years 2002 to 2011 and the maximum amount of total 

18 aid it may receive under section 477A.013, subdivision 9, 

19 paragraph (c), is als~ inc~eased by $150,000 in calendar year 

20 2002 only, provided that: 

21 (1) the city had a population of at least 3,000 but no more 

22 than 4,000 in 1999; 

23 (2) its home county is located within the seven-county 

24. metropolitan area; 

25 (3) its pre-1940 housing percentage is less than 15 

26 percent; and 

27 (4) its city net tax capacity per capita for taxes payable 

28 in 2000 is less than $900 per capita. 

29 (o) The city aid base for ~ city is increased by $200,000 

30 peginning in calendar year 2003 and the maximum amount of total 

31 aid it may receive under sectiori 477A.013, subdivision 9, 

32 paragraph (c), is also increased by $200,000 in calendar year 

33 2003 only, provided that the city qualified for an increase in 

34 homestead and agricultural credit aid under Laws 1995, chapter 

35 264, article 8, section 18. 

36 (p) The city aid base for a city is increased by $200,000 
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1 in 2004 only and the maximum amount of total aid it may receive 

2 under section 477A.013, subdivision 9, is also increased by 

3 $200,000 in calendar year 2004 only, if the city is the site of 

4 a nuclear dry cask storage facility. 

5 (q) The city aid base for a city is increased by $10,000 in 

6 2004 and thereafter and the maximum total aid it may receive 

7 under section 477A.013, subdivision 9, is also increased by 

8 $10,000 in calendar year 2004 only, if the city was included in 

9 a federal major disaster designation issued on April 1, 1998, 

10 and its pre-1940 housing stock was decreased by more than 40 

11 percent between 1990 and 2000. 

12 (r) The city aid base for a city is increased by $25,000 in 

13 2006 only and the maximum total aid it may receive under section 

14 477A.013, subdivision 9, is also increased by $25,000 in 2006 

15 only, if the city (1) received no aid under section 477A~Ol3 in 

16 2004; (2) had a population in 2002 -greater than 20,000 and less 

17 than 50,000; and (3} had an adjusted net tax capacity of less 

18 than $750 per caEita for aids payable in 2004. 

19 (S} The city aid base for a city is increased by $500,000 

20 in calendar year 2006 and thereafter, and the maximum amount of 

21 total aid the city may receive under section 477A.013, 

22 subdivision 9, EaragraEh (c}, is also increased by $500,000 in 

23 calendar year 2006 only, Erovided that: 

24 · (1) the city is located outside of the seven-county 

25 metropolitan area; 

26 (2) the city's 2000 population is between 10,000 and 

27 20,000; 

28 (3) the net levy of the city used in calculating 2005 aid 

29 under section 477A.013 is greater than $350 per capita; and 

30 (4) the city's commercial industrial percentage under 

31 subdivision 32, for aids Eayable in 2005, was at least 20 

32 Eercent. 

33 (t) The city aid base for a city is increased by $25,000 in 

34 2006 only and the maximum total aid it may receive under section 

35 477A.013, subdivision 9, is also increased by $25,000 in 

36 calendar year 2006 only if the city had a poEulation in 2003 of 
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1 at least 1,000 and has a state park for which the city provides 

2 rescue services and which comprised at least 14 percent of the 

3 total geographic area included within ·the city boundaries in 

4 2000. 

5 [EFFECTIVE DATE.] This section is effective beginning with 

6 aids payable in 2006, except that the striking of paragraph (f) 

7 is effective beginning with aids payable in 2004. 

8 Sec. 16. Minnesota Statutes 2004, ·section 477A.0124, 

9 subdivision 4, is amended to read: 

10 Subd. 4. [COUNTY TAX-BASE EQUALIZATION AID.] (a) For 

11 %995 2006 and subsequent years, the money appropriated to county 

12 tax-base equalization aid each calendar year, after the payment 

13 under paragraph (f), shall be apportioned among the counties 

14 according to each county's tax-base equalization aid factor. 

15 (b) A county's tax-base equalization aid factor is equal to 

16 the amount by which (i) $185 times the county's population, 

17 exceeds (ii) 9.45 percent of the county's net tax capacity. 

18 (c) In the case of a county with a population less than 

19 10,000, the factor determined in paragraph (b) shall be 

20 multiplied by a factor of three. 

21 (d). In the case of a county with a population greater than 

22 or equal to 10,000, but less than 12,500, the factor determined 

23 in paragraph (b) shall be multiplied by a factor of two. 

24 (e) In the case of a county with a population greater than 

25 500,000, the factor determined in paragraph (b) shall be 

26 multiplied by a factor of 0.25. 

27 (·f) Before the money appropriated to county base 

28 equalization aid is apportioned among the counties as provided 

29 in paragraph (a), a·n amount up to $73,259 is allocated annually 

30 to Anoka County and up to $59,664 is annually allocated to 

31 Washington County fo-r the county- to pay postretirement costs of 

32 health insurance premiums for court employees. The allocation 

33 under this paragraph is in addition to the allocations under 

34 paragraphs (a) to (e). 

35 [EFFECTIVE DATE.] This section is effective for aids 

36 payable in 2006 and thereafter. 
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l Sec. 17. Minnesota Statutes 2004, section 477A.013, 

2 subdivision 8, is amended to read: 

3 Subd. 8. [CITY FORMULA AID.] In calendar year 2004 and 

4 subsequent years, the formula aid for a city is equal to the 

5 need increase percentage multiplied by the difference between 

6 (1) the city's revenue need multiplied by its population, and 

7 (2) ehe-sum-0£ the city's net tax capacity multiplied by the tax 

8 effort rate1-and-ehe-eaconiee-aids-under-seceions-z98•z8-and 

9 z98.%8z1-mtt%eip%ied-by-ehe-£e%%ewing-pereeneages~ 

10 tit-zere-percene-£er-aids-payab%e-in-z994T 

11 tiit-z5-pereene-£er-aids-payab%e-in-z995T 

12 tiiit-59-percene-£er-aids-payab%e-in-%996T 

13 ti•t-T5-pereene-£er-aids-payab%e~in-z99TT-and 

14 t•t-%99-pereene-£er-aids-payab%e-in-z998-and-eherea£eer. 

15 No city may have a formula aid amount less than zero. The need 

16 increase percentage must be the same for all cities. 

17 The applicable need increase percentage must be calculated 

18 by the Department of Revenue ~o that the total of the aid under 

19 subdivision 9 equals the total amount available for aid under 

20 section 477A.03 after the subtraction under section 477A.014, 

21 subdivisions 4 and 5. 

22 [EFFECTIVE DATE.] This section is effective for aids 

23 payable in 2006 and thereafter. 

24 Sec. 18. Minnesota Statutes 2004, section 477A.Ol3, 

25 subdivision 9, is amended to read: 

26 Subd. 9. [CITY .AID DISTRIBUTION.] (a) In calendar year 

27 2002 and thereafter, each city shall receive an aid distribution 

28 equal to.the sum of (1) the city formula aid under subdivision 

29 8, and (2) its city aid base. 

30 (b) ~he-aid-£or-a-eiey-in-eaiendar-year-z994-sha%%-nee 

31 exeeed-ehe-amettne-e£-ies-aid-in~ea%end~~-year-%993-a£eer-ehe 

~2 redtteeions-ttnder-~aws-%9937-Pirse~Speciai-Sessien-ehapeer-%%7 

33 areicie-s. 

34 tet For aids payable in 2005 and thereafter, the total aid 

35 for any city shall not exceed the sum of (1) een 50 percent of 

36 the city's net levy for the year prior to the aid distribution 
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1 plus (2) its total aid in the previous year. For aids payable 

2 in 2005 and thereafter, the total aid for any. city with a 

3 population of 2,500 or more may not decrease from. its total aid 

4 under this section in the previous year by an amount greater 

5 than ten percent of its net levy in the year prior to the aid 

6 distribution. 

7 tet J.£J_ Per-eies-peyeb%e-in-i004-en%y,-ehe-eeee%-eie-£er~e 

a eiey-wieh-a-peptt%aeien-%ess-ehan-i7500-may-nee-be-%ess-ehan-ehe 

9 amettne-ie-wes-eerei£iee-ee-reeeive-in-~003-mintts-ehe-greaeer-e£ 

10 t%t-ehe-reetteeien-ee-ehis-aie-paymene-in-i003-ttneer-~ews-i0037 

11 Pirse-Speeia%-Sessien-ehapeer-i%7-areie%e-S7-er-tit-£ive-pereene 

12 e£-ies-i003-aie-emettne-. For a1ds payable in 2005 and 

13 thereafter, the total aid for a city with a population less than 

14 2,500 must not be less than the amount it was certified to 

15 receive in the previous year minus five percent of its 2003 

16 cer.tified aid amount. 

17 (d) For aids payable in 2006 only, the total aid for a city 

18 . with a population less than 1,000 must not be less than 105 

19 percent of.the amount it was certified to receive in 2005. 

20 [EFFECTIVE DATE.] This section is effective for aids 

21 payable in 2006 and thereafter. 

22 Sec. 19. [477A.0133] [COUNTY CRIMINAL JUSTICE AID.] 

23 Subdivision 1. [PURPOSE.] County criminal justice aid is 

24 provided for the sole purpose of reducing the reliance of county 

25 criminal justice and corrections programs and associated costs 

26 on local property taxes • 

. ·27 County criminal justice aids must be used to pay expenses 

28 associated with criminal justice activities, specifically 

29 probation and supervised release caseload reductions, chemical 

30 .dependency treatment, mental health programs, and assistance to 

31 crime victims. 

32 Subd. 2. [DEFINITIONS.] For the purposes of this section, 

33 the following definitions apply: 

34 ( 1) 11 populatioI'!'.~11 means the population according to the most 

35 recent federal census, or according to the state demographer•s 

36 most recent estimate if it has been issued subsequent to the 
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1 most recent federal census; and 

2 (2) "Part I crimes" means the three-year average annual 

3 number of Part I crimes reported for each county by the 

4 Department of Public Safety for the most recent years 

5 available. By July 1 of each year, the commissioner of public 

6 safety shall certify to the commissioner of revenue the number 

7 of Part I crimes reported for each county for the three most 

8 recent calendar years available. 

9 Subd. 3. [FORMULA.] Each calendar year, the commissioner 

10 . of revenue shall distribute county criminal justice aid to each 

11 county in an amount determined according to the following 

12 formula: 

13 (1) one-half shall be distributed to each county in the 

14 same proportion that the county's population is to the 

15 population of all counties in the state; and 

16 (2) one-half shall be distributed to each county in the 

17 same proportion that the county's Part I crimes are to the total 

18 Part I crimes for all counties in the state. 

19 Subd. 4. [PAYMENT DATES.] The aid amounts for each 

20 calendar year shall be paid as provided in section 477A.015. 

21 Subd. 5. [REPORT.] By March 15 of each year following the 

22 year in which criminal justice aids are received, each county 

23 must file a report with the commissioner of revenue describing 

24 how criminal justice aids were spent, and demonstrating that 

25 they were used for criminal justice purposes. 

26 Subd. 6. [ANNUAL APPROPRIATION.] Aid payments to counties 

27 under this section are limited to $15,000,000 in 2006 and 2007 

28 only •. 

29 Sec. 20. Minnesota Statutes 2004, section 477A.03, 

30 subdivision 2a, is amended to read: 

31 Subd. 2a. [CITIES.] Per-ai·ds-payab:l:e-in-%6647-'l:ne-'l:e'l:a:I: 

32 aids-paid-ttnder-see'l:ien-477A•6%37-sttbdi~isien-97-are-%imi'l:ed-'l:e 

33 $4%976667669• For aids payable in %665-and-'l:nerear'l:er 2006, the 

34 total aids paid under section 477A.013, subdivision 9, are 

35 increased to $437765%7669 $523,052,000. For aids payable in 

36 2007 and subseguent years, the total aids paid under section 
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l 477A.013, subdivision 9, are increased by one plus the 

2 percentage increase in the implicit price deflater for 

3 government consumption.expenditures and gross· investment for 

4 state and local governments prepared by the Bureau of Economic 

5 Analysis of the United States Department of Commerce for the 

6 12-month period ending March 31 of the previous year. The 

7 · percentage increase used in this subdivision shall be no less 

8 than 2.5 percent and no greater than 5.0 percent. The total 

9 aids paid under section 477A.013, subdivision 9, shall not 

10 exceed the amount required for the need increase percentage to 

11 egual one. It is the intention of the legislature that the 

12 increased aid provided to cities be used to pay for public 

13 safety functions. 

14 [EFFECTIVE DATE.] This section is effective for aids 

15 ·payable in 2006 and thereafter. 

16 Sec. 21. Minnesota Statutes 2004, section 477A.03, 

17 subdivision 2b, is amended to read: 

18 Subd. 2b. [COUNTIES.] (a) For aids payable in calendar 

19 year 2005 and thereafter, the total aids paid to counties under 

20 section 477A.0124, subdivision 3, are limited to $100,500,000. 

21 Each calendar year, $500,000 shall be retained by the 

22 commissioner of revenue to make reimbursements to the 

23 commissioner of finance for payments made under section 611.27. 

24 For calendar year 2004, the amount shall be in addition to the 

25 payments authorized under section 477A.Ol24, subdivision 1. For 

26 calendar year 2005 and subsequent years, the amount shall be 

27 deducted from the appropriation under this paragraph. The 

28 reimbursements shall be to defray the additional costs 

29 associated with court-ordered counsel under section 611.27. Any 

30 retained amounts not used for reimbursement in a year shall be 

31 included in the next distribution of county need aid that is 

32 certified to the county auditors for the purpose of property tax 

33 reduction for the next taxes payable year. 

34 (b) For aids payable in 2005 and eherea£eer 2006, the total 

35 aids under section 477A.Ol24, subdivision 4, are limited to 

36 $105,000,000. For aids payable in 2007 and thereafter, the 
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1 total aid under section 477A.0124, subdivision 4, is limited to 

2 $105,132,923. The commissioner of finance shall bill the 

3 commissioner of revenue for the cost of preparation of local 

4 impact notes as required by section 3.987, not to exceed 

5 $207,000 in fiscal year 2004 and thereafter. The commissioner 

6 of education shall bill the commissioner of revenue for the cost 

7 of preparation of local impact notes for school districts as 

8 required by section 3.987, not to exceed $7,000 in fiscal year 

9 2004 and thereafter. The commissioner of revenue shall deduct 

10 the amounts billed under this paragraph from the appropriation 

11 under this paragraph. The amounts deducted are appropriated to 

12 the commissioner of finance and the commissioner of education 

13 for the preparation of local impact notes. 

14 [EFFECTIVE DATE.] This section is effective for aids 

15 payable in 2007 and thereafter. 

16 Sec. 22. Laws 1994, chapter 587, article 9, section 8, 

17 subdivision 1, is amended to read: 

18 Subdivision 1. [TAX LEVIES.] Notwithstanding Minnesota 

· 19 Statutes, section 471.24, each of the following cities or towns 

20 is authorized to levy a tax and make an appropriation not to 

21 exceed $~57999 $25,000 annually to the Lakeview Cemetery 

22 Association, operated by the town of Iron Range, for cemetery 

23 purposes: the city of Coleraine, the city of Bovey, and each 

24· town which is a member of the cemetery association. 

25 [EFFECTIVE PATE.] This section is effective for taxes 

26 levied in 2005, payable in 2006, and thereafter. 

27 Sec. 23. 2005 S.F. No. 467, section 1, the effective date, 

28 if enacted, is amended to read: 

29 [EFFECTIVE DATE.] This section is effective for taxes 

30 levied in %995 2004, payable in %996 2005, and thereafter. 

31 Sec. 24. [COURT AID ADJUSTMENT.] -

32 For aids payable in 2005 only, the amount of court aid paid 

33 to Anoka County under Minnesota Statutes, section 273.1398, 

34 subdivision 4, is increased by $36,630 for aids payable in 2005 

35 only and the amount paid to Washington County under Minnesota 

36 Statutes, section 273.1398, subdivision 4, is increased by 
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1 (6) neither the approval nor.the waiver of the county 

2 board, nor confirmation by order of the district court, shall be 

3 required for the sewer commission to exercise the powers set 

4 .forth in Minnesota Statutes, section 116A.24. 

s Subd. 2. [REPORT.] If the Crow Wing County Board exercises 

6 the additional powers granted under subdivision 1, the county 

7 shall provide a report by January 15, 2009, to the senate and 

8 house committees with jurisdiction over environmental policy and 

9 taxes on the establishment and operation of the sewer district. 

10 The report must include: 

11 (1) a description of the implementation of the additional 

12 powers granted under subdivision l; 

13 (2) available information on the effectiveness of the 

14 .additional powers to control pollution in the county; and 

15 (3) any recommendations for changes to Minnesota Statutes, 

16 chapter 116A, to broaden the authority for sewer districts to 

17 include any of the additional powers granted under subdivision 1. 

18 [EFFECTIVE DATE.] 'This section is effective the day 

19 following compliance with Minnesota Statutes, section 645.021, 

20 subdivision 2. 

21 Sec. 27. [DEVELOPMENT AUTHORIZED.] 

22 Dakota County Regional Railroad Authority may exercise the 

23 powers conferred by Minnesota Statutes, section 398A.04, to 

24 plan, establish, acquire, develop, construct, purchase, enlarge, 

25 extend, improve, maintain, equip, operate, regulate, and protect 

26 a bus rapid transit system located within the Cedar Avenue 

27 transitway corridor within Dakota County. The authority may 

28 levy for this purpose under Minnesota Statutes, section 398A.04, 

29 subdivision 8, to the extent the levy authority under that 

30 subdivision is not required to be used for that levy year for 

31 railroad purposes. 

32 [EFFECTIVE DATE.] Pursuant to Minnesota Statutes, section . 

33 645.023, subdivision 1, paragraph (a), this section is effective 

34 without local approval the day following final enactment. 

35 ·sec. 28. [CITY OF WHITE BEAR LAKE.] 

36 Subdivision 1. [PAYMENT REQUIRED.] The commissioner of 
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1 revenue must make payments of $52,482 on each of July 20, 2005, 

2 and December 26, 2005, to the city of White Bear Lake. 

3 Subd. 2. [APPROPRIATION.] $104,964 is appropriated from 

4 the general fund to the commissioner of revenue to make the 

5 payments required in this section. 

6 Sec. 29. [APPROPRIATION.] 

7 $1,287,000 in fiscal year 2006 and $1,933,000 in ffscal 

8. year 2007 is appropriated from the general fund to the 

9 commissioner of human services for the consolidated chemical 

10 dependency treatment fund. 

11 ARTICLE 23 

12 INTERNATIONAL ECONOMIC DEVELOPMENT ZONE - SF2206 

13 Section 1. Min.nesota Statutes 2004, section 272. 02, is 

14 amende~ by adding a subdivision to read: 

15 Subd. 69. [INTERNATIONAL ECONOMIC DEVELOPMENT ZONE 

16 PROPERTY.] (a) Improvements to real property, and personal 

17 property, classified under section 273.13, subdivision 24, and 

18 located within an international economic. development zone 

19 designated under section 469.322, are exempt from ad valorem 

20 taxes levied under chapter 275, if the occupant of the property 

21 is a qualified business, as defined in section 469.321. 

22 (b) The exemption applies beginning for the first 

23 assessment year after designation of the international economic 

24 development zone. The exemption applies to each assessment year 

25 that begins during the duration of the international economic 

26 development zone and to property occupied by July 1 of the 

27 assessment year by a qualified business. This exemption does 

28 not apply. to: 

29 (1) the levy under section 475.61 or similar levy 

30. provisions under any other law to pay general obligation bonds; 

31 or 

32 (2) a levy under section 126C.17, if the levy was approved 

33 by the voters before the designation of the zone. 

34 [EFFECTIVE DATE.] This section is effective beginning for 

35 property taxes assessed in 2006, payable in 2007. 

36 Sec. 2. Minnesota Statutes 2004, section 290.06,· is 
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1 amended by adding a subdivision to read: 

2 Subd. 33. [INTERNATIONAL ECONOMIC DEVELOPMENT ZONE JOB 

3 CREDIT.] A taxpayer that is a qualified business, as defined in 

4 section 469.321, subdivision 6, is allowed a credit as 

5 determined under section 469.327 against the tax imposed by this 

6 chapter. 

7 [EFFECTIVE DATE.] This section is effective for taxable 

8 years beginning after December 31, 2005. 

9 Sec. 3. Minnesota Statutes 2004, section 297A.68, is 

10 amended by adding a subdivision to read: 

11 Subd. 40.' [INTERNATIONAL ECONOMIC DEVELOPMENT ZONES.] .i!1 

12 Purchases of tangible personal property or taxable services by a 

13 gualified business, as defined in section 469.321, are exempt if 

14 the property or services are primarily used or consumed in an 

15 international economic development zone designated under section 

16 469.322. 

17 (b) Purchase and use of construction materials and supPlies 

18 for construction of improvements to real property in an 

19 international economic development zone are exempt if the 

20 improvements after completion of· construction are to be used in 

21 the conduct of a gualified business, as defined in section 

22 469.321. This exemption applies regardless of whether the 

23 purchases are made by the business or a contractor. 

24 (c) The exemptions under this subdivision apply to a local 

25 sales and use. tax, regardless of whether the local tax is 

26 imposed on sales taxable under this chapter or in another law, 

27 ordinance, or charter provision. 

· 28 (d) This subdivision applies to sales; if the purchase was 

29 made and delivery received during the period provided under 

30 .section 469.324, subdivision 2. 

31 [EFFECTIVE DATE.] This section is effective for sales made 

32 after December 31, 2005. 

33 Sec. 4. [469.321] [DEFINITIONS.] 

34 Subdivision 1. [SCOPE.] For purposes of sections 469.321 
-

35 to 469.326~ the following terms have the meanings given. 

36 Subd. 2. [FOREIGN TRADE ZONE.]- "Foreign trade zone" means 
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1 a foreign trade ·zone designated pursuant to United States Code, 

2 title 19, section Blb, for the right to use the powers provided 

3 in United States Code, title 19, sections 8la to Blu, or a 

4 subzone authorized by the foreign trade zone. 

5 Subd. 3. [FOREIGN TRADE ZONE AUTHORITY.] "Foreign trade 

6 zone authority" means the Greater Metropolitan Foreign Trade 

7 Zone Commission number 119, a.joint powers authority created by 

8 the county of Hennepin, the cities of Minneapolis and 

9 Bloomington, and the Metropolitan Airports Commission, under the 

10 authority of section 469.059, 469.101, or 471.59, which includes 

11 any other political subdivisions that enter into the authority 

12 after its creation • 

. 13 Subd. 4. [INTERNATIONAL ECONOMIC DEVELOPMENT ZONE.] An 

14 11 international e.conomic development zone" or "zone" is a zone .so 

15 designated under section 469.322. 

16 Subd. 5. [PERSON.] "Person" includes an individual, 

17 corporation, partnership, limited liability company, 

18 association, or any other entity. 

19 Subd. 6. [QUALIFIED BUSINESS. ] (a) . "Qualified business" 

20 means a person carrying on a trade or business at a place of 

21 business located within an international economic development 

22 zone that is: 

23 (1) engaged in the furtherance of international export or 

24 import of goods; and 

25 (2) certified by the foreign trade zone authority as a 

26 trade or business that furthers the purpose of developing 

27 international distribution capacity and capability. 

28 (b) A person that relocates a trade or business from within 

29 Minnesota but outside an international economic development zone 

30 into an international economic development zone is not a 

31 qualified business~ unless the business: 

32 (l)(i) increases full-time employment in the first full 

33 year of operation within the international economic development 

34 zone by at least 20 percent measured relative to the operations 

35 that were relocated and maintains the required level of 

36 employment for each year that tax incentives under section 
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l 469.324 are clai~ed; or 

2 (ii) makes a capital investment in the proper.ty located 

3 within a zone egual to at least ten percent of the gross 

4 revenues of the operations that were relocated in the 

5 immediately proceeding taxable year; and 

6 (2) enters a binding written agreement with the foreign 

7 trade zone authority that: 

8 (i) pledges that the business will meet the requirements of 

9 clause (l); 

10 (ii) provides for repayment of all tax benefits enumerated 

11 under section 469.324 to the business under the procedures in 

12 ·section 469.328, if the requirements of clause (1) are not met 

13 for the taxable year or for taxes payable during a year in which 

14 the requirements were not met; and 

15 (iii) contains any other terms the foreign trade zone 

16 authority determines appropriate. 

17 Clause (1) of this paragraph does not apply to a freight 

18 forwarder. 

19 (c) A gualified business must pay each employee total 

20 compensation, including benefits not mandated by law, that on an 

21 annualized basis is equal to at least 110 percent of the federal 

22 poverty guidelines for a family of four. 

23 Subd. 7. [REGIONAL DISTRIBUTION CENTER.] A "regional 

24 distribution center" is a distribution center developed within a 

25 foreign trade.zone. The regional distribution center must have 

26 as its primary purpose to facilitate gathering of freight for 

27 the purpose of centralizing the functions necessary for the 

28. shipment of freight in international commerce, including, but 

29 not limited to, security and customs functions. 

30 Subd. 8. [RELOCATE.] (a) "Relocate" means that a trade or 

31 business: 

32 (1) ceases one or more operations or functions at another 

33 location in Minnesota and begins. performing substantially the 

34 same operations or functions at a location in an international 

35 economic development zone; or 

36 (2) reduces employment at another location in Minnesota 
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l during a period starting one year before and ending one year 

2 after it begins operations in an international economic 

3 development zone and its employees in the international economic 

4 development zone are engaged in the same line of business as the 

5 employees at the location where it reduced employment. 

6 (b) "Relocate" does not include an expansion by a business 

7 that establishes a new facility.that does not replace or 

8 supplant an existing operation or employment, in whole or in 

9 part. 

10 (c) "Trade or business" includes any business entity that 

11 is substantially similar in operation or ownership to the 

12 business entity seeking to be a qualified business under this 

13 section. 

14 Subd. 9. [FREIGHT FORWARDER.] "Freight forwarder" is a 

15 business that, for compensation, ensures that goods produced or 

16 sold by another business move from point of origin to point of 

17 destination. 

18 [EFFECTIVE DATE.] This section is effective the day 

19 following final enactment. 

20 Sec. 5. [469.322] [DESIGNATION OF INTERNATIONAL ECONOMIC 

21 DEVELOPMENT ZONE.] 

22 (a) An area designated as a foreign trade zone may be 

23 designated by the foreign trade zone authority as an 

24 international economic development zone if within the zone a 

25 regional distribution center is being developed pursuant to 

26 section 469.323. The zone must be not less than 500 acres and 

27 not more than 1,000 acres in size. 

28 (b) In making the designation, the foreign trade zone 

29 authority, in consultation with the Minnesota Department of 

30 .Transportation and the Metropolitan Council, shall consider 

31 access to major transportation toutes, consistency with current 

32 state transportation and air ·cargo planning, adequacy of the 

33 size of the site, acces~ to airport facilities, present and 

34 ~uture capacity at the designated airport, the ca~ability to 

35 ~eet integrated present and future air cargo; security, and 

36 inspection services, and access to other infrastructure and 
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l financial incentives. The border of the international economic 

2 development zone must be no more than 60 miles distant or 90 

3 minutes drive time from the border of the Minneapolis-St. Paul 

4 International Airport. The county in which the zone is located 

5 must be a member of the foreign trade zone authority. 

6 [EFFECTIVE DATE.] This section is effective the day 

7 following final enactment. 

8 Sec. 6. [469.323] [FOREIGN TRADE ZONE AUTHORITY POWERS.] 

9 Subdivision 1. [DEVELOPMENT OF REGIONAL DISTRIBUTION 

10 CENTER.] The foreign trade zone authority is responsible for 

11 creating a development plan for the regional distribution 

12 center. The regional distribution center must be developed with 

13 the purpose of expanding, on a regional basis, international 

14 distribution capacity and capability. The foreign trade zone 

15 authority shall consult with municipalities that have indicated 

16 to the authority an interest in locating the international 

17 economic development zone within their boundaries and a 

18 willingness to establish a tax increment financing district 

19 coterminous with the boundaries of the zone, as well as 

20 interested businesses, potential financiers, and appropriate 

21 state and federal agencies. 

22 Subd. 2. [BUSINESS PLAN.] Before designation of an 

23 international economic development zone under section 469 .. 322, 

24 the governing body of the foreign trade zone authority shall 

25 . prepare a business plan. The plan must include an analysis of 

26 the economic feasibility of the regional distribution center 

27 once it becomes operational and of the operations of freight 

28 forwarders and other businesses that choose to locate within the 

29 boundaries of the zone. The analysis must provide profitability 

30 models that: 

31 ( 1) include the benefits of· the inc_enti ves; 

32 (2) estimate the amount of time needed to achieve 

33 profitability; and 

34 {3) analyze the length of time incentives will be necessary 

35 to the economic viability of the regional distribution center. 

36 If the governing body of the foreign trade authority 
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1 determines that the models do not establish the economic 

2 feasibility of the project, the regional distribution center 

3 does not meet the.development requirements of this section and 

4 section 469.322. 

5 Subd. 3. [PORT AUTHORITY POWERS.] The governing body of 

6 the foreign trade zone authority may establish a port authority 

7 that has the same powers as a port authority established under 

8 section 469.049 .. If the foreign trade zone authority 

9 establishes a port authority, the governing body of the foreign 

10 trade zone authority may exercise all powers granted to a city 

11 by sections 469.048 to 469.068 within the area of the 

12 international economic development zone, except it may not 

13 impose or request imposition of a property tax levy under 

14 section 469.053 by any city. 

15 Subd. 4. [BUSINESS SUBSIDY LAW.] Tax exemptions, job 

16 credits, and tax increment financing provided under this section 

17 are business subsidies for the purpose of sections 116J.993 to 

18 116J.995. 

19 [EFFECTIVE DATE.] This section is effective the day 

20 following final enactment. 

21 Sec. 7. [469.324] [TAX INCENTIVES IN INTERNATIONAL 

22 ECONOMIC DEVELOPMENT ZONE.] 

23 Subdivision 1. [AVAILABILITY.] Qualified businesses that 

24 operate in an international economic development zone, 

25 individuals who invest in a regional distribution center, or 

26 qualified businesses that operate in an international economic 

27 development zone qualify for: 

28 (1) exemption from the property tax as provided in section 

29 272.02, subdivision 69; 

30 {2) exemption from the state sales and use tax and any 

31 local sales and use taxes on qualifying_ purchases as provided in 

32 section 297A.68, subdivision 40; 

33 (3) the jobs credit allowed under section 469.327; and 

34 (4) tax increment financing as provided in this chapter. 

35 Subd.· 2. [DURATION.] {a) Except as provided in paragraph 

36 (b), the tax incentives described in subdivision 1, clauses (1) 
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1 and (3), are available for no more than 12 consecutive taxable 

2 years for any taxpayer that claims them. The tax incentives 

3 described in subdivision 1, clause (2), are available for each 

4 taxpayer that claims them for taxes otherwise payable on 

5 transactions during a period of 12 years from the date when the 

· 6 first exemption is claimed by that taxpayer under each 

7 exemption. No exemptions described in subdivision 1, clauses 

8 (1) to (4), are available after December 31, 2020. 

9 (b) For taxpayers that are freight forwarders, the 

10 durations provided under paragraph (a) are reduced to six·years. 

11 Subd. 3. [QUALIFICATION.] To receive the tax incentives 

12 under this section, a qualified business must, by December 31 of 

13 each year, certify to the commissioner of revenue the percentage 

14 of its business activity within the zone that constitutes 

15 international business activity for the year, measured by value 

16 or volume of activity. If the percentage is less than 100 

17 percent, the amount of the tax benefits provided under sections 

18 290.06, subdivision 33, and 469.327 are reduced in proportion to 

19 the percentage of business activity that is not international 

20 business activity. The commissioner of revenue may audit the. 

21 business activities of a qualifying business to determine its 

22 eligibility for tax benefits under this section. 

23 Sec. 8. [469.325] [JOBS CREDI~.] 

24 Subdivision 1. [CREDIT ALLOWED.] A qualified business is 

25 allowed a credit against the taxes imposed under chapter 290. 

26 The credit equals seven percent of the: 

27 (1) lesser of: 

28 (i) zone payroll for the taxable year, less the zone 

29 payroll for the base year; or 

30 (ii) total Minnesota payroll for the taxable year, less 

31 total Minnesota payroll for the~base year; minus 

3.2 (2) $30,000 multiplied by the number of full-time 

33 equivalent employees that the qualified business employs in the 

34 international economic development zone for the taxable year, 

35 minus the number of full-time equivalent employees the business 

36 employed in the zone in the base year, but not less than zero. 
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1 Subd. 2. [DEFINITIONS.] (a) For purposes of this section, 

2 the following terms have the meanings given. 

3 (b) "Base year" means the taxable year beginning during the 

4 calendar year prior to the calendar year in which the zone 

5 designation took effect. 

6 (c) "Full-time equivalent employees" means the equivalent 

7 of annualized expected hours of work equal to 2,080 hours. 

8 (d) "Minn~sota payroll" means the wages or salaries 

9 attributed to Minnesota under section 290.191, subdivision 12, 

10 for the qualified business or the unitary business of which the 

11 qualified business is a part, whichever is greater. 

12 (e) "Zone payroll" means wages or salaries used to 

13 determine the zone payroll factor for the qualified business, 

14 less the amount of compensation attributable to any employee 

15 that exceeds $70,000. 

16 Subd. 3. [INFLATION ADJUSTMENT.] For taxable years 

17 beginning after December 31, 2006, the dollar amounts in 

· 18 subdivision 1, clause (2), and subdivision 2, paragraph (e), are 

19 annually adjusted for inflation. The commissioner of revenue 

20 shall adjust the amounts by the percentage determined under 

21 section 290.06, subdivision 2d, for the taxable year. 

22 Subd. 4. [REFUNDABLE.] If the amount of the credit exceeds 

23 the liability for tax under chapter 290, the commissioner of 

24 revenue -shall refund the excess to the qualified business. 

25 Subd. 5. [APPROPRIATION.] An amount sufficient to pay the 

26 refunds authorized by this section is appropriated to the 

27 commissioner of revenue from the general fund.· 

28 [EFFECTIVE DATE.] This section is effective for·taxable 

29 years beginning after December Ji, 2005. 

30 Sec. 9. [469.326] [REPAYMENT OF TAX BENEFITS.] 

31 Subdivision 1. [REPAYMEN~"OBLIGAT~ON.] A person must repay 

32 the amount of .the tax reduction received under section 469.324, 

33 subdivision 1, clauses (2).and (3), and refund received under 

34 section 469.327, during the two years immediately before it 

35 ceased to operate in the zone, if the person ceased to operate 

36 its facility located within the zone or otherwise ceases to be 
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1 or is not a qualified business. 

2 Subd. 2. [DISPOSITION OF REPAYMENT.] The repayment must be 

3 paid to the state to the extent it represents a state tax 

4 reduction. Any amount repaid to the state must be deposited in 

5 the general fund. Any repayment of local sales or use taxes 

6 must be repaid to the jurisdiction imposing the local sales or 

7 use tax. 

8 Subd. 3. [REPAYMENT PROCEDURES.] (a) For the repayment of 

9 taxes imposed under chapter 290 or 297A or local taxes collected 

10 pursuant to section 297A.99, a person must file an amended 

11 return with the commissioner of revenue and pay any taxes 

12 required to be repaid within 30 days after ceasing to be a 

13 gualified business. The amount required to be repaid is 

14 determined by calculating the tax for the period for which 

15 repayment is required without regard to the tax reductions 

16 allowed under section 469.324. 

17 (b) The provisions of chapters 270 and 289A relating to the 

18 commissioner of revenue's authority to audit, assess, and 

19 collect the tax and. to hear appeals are applicable to the 

20 repayment required under paragraph (a). The commissioner may 

21 impose civil penalties as provided in chapter 289A, and the 

22 additional tax and penalties are subject to interest at the rate 

23 provided in section 270.75, from 30 days after ceasing to do 

24 business in the zone until the date the tax is paid. 

25 (c) For determining the tax reguired to be repaid, a tax· 

26 reduction is deemed to have been received on the date that the 

27 tax would have been due if the person had not been entitled to 

28 the tax reduction. 

29 (d) The commissioner of revenue may assess the repayment of 

30 .taxes under paragraph (b) at any time within two years after the 

31 person ceases to be a qualified~business, or within any period 

32 of limitations for the assessment of tax under section 289A.38, 

33 whichever is later. 

34 [EFFECTIVE DATE.] This section is effective the day 

35 following final enactment. 

36 Sec. 10. [469.327] [ADDITIONAL BENEFITS CONTINGENT ON JOBZ 
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1 DETERMINATIONS.] 

2 Notwithstanding section 469.312, subdivision 3, the 

3 governor may designate the international economic development 

4 zone as a job opportunity building zone if the governor reports 

5 to the tax committees of the senate and the house of 

6 representatives the following information: 

7 (1) the estimated cost of providing the additional tax 

8 incentives provided under sections 469.310 to 469.320. to the 

9 international economic development zone; and 

10 (2) the estimated cost of tax expenditures projected to· 

11 have been obligated for all job opportunity building zone 

12 projects that have been approved before June 1, 2005. 

13 Sec. 11. [DEPARTMENT OF EMPLOYMENT AND· ECONOMIC 

14 DEVELOPMENT STUDY; INTERNATIONAL AIR FREIGHT.] 

15 The commissioner of employment and economic development 

16 must study and analyze the issue of whether the state would 

17 benefit from more than one international economic development 

18 zone as defined in Minnesota Statutes, section 469.321. The 

19 commissioner shall solicit input on the issue from businesse.s, 

20 communities, and economic development organizations. The 

21 commissioner must report the results of the study and analysis 

22 to the committees of the legislature having jurisdiction over 

23 economic development issues by December l, 2005, along with any. 

24 legislative recommendations. 

25 ARTICLE 24 

26 MISCELLANEOUS - SF2206 

27 Section 1. Minnesota Statutes 2004, section 270.0603, 

28 subdivision 3, is amended to read: 

29 Subd. 3. [DISTRIBUTION.] The appropriate statement 

30 prepared in accordance with subdivisions l and 2 must be 

31 distributed by the commissioner'. to all taxpayers contacted with 

32 respect to the determination or collection of a tax, other than 

33 the providing of tax forms. Failure to receive the statement 

.34 does not invalidate the determination or collection action, nor 

35 does it affect, modify~ or alter any statutory time limits 

36 applicable to the determination or collection action, including 
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1 the time limit for filing a claim for refund. 

2 [EFFECTIVE DATE.] Th_is section is effective· the day 

3 following final enactment, except that for claims for refund, it 

4 is effective ·for claims filed after August 31, 2005. 

5 Sec. 2. Minnesota Statutes 2004, section 270.0682, 

6 subdivision 1, is amended to read: 

7 Subdivision 1. [BIENNIAL REPORT.] The commissioner of 

8 revenue shall report to the legislature by March 1 of each 

9 odd-numbered year on the overall incidence of the-ineeme-tax7 

10 sa%es-and-exe~se-taxes7-and-preperty-tax taxes as defined in 

11 section 645.44, subdivision 19. The report shall present 

12 information on the distribution of the tax burden {l) for the 

13 overall income distribution, using a systemwide incidence 

14 measure such as the Suits index or other appropriate measures of 

15 equality and inequality, (2) by income classes, including at a 

16 minimum deciles of the income distribution, and (3) by other 

17 appropriate taxpayer characteristics. 

18 Sec. 3. Minnesota Statutes 2004, section 272.02, 

19 · subdivision 64, is amended to read: 

20 Subd. 64. [JOB OPPORTUNITY BUILDING ZONE PROPERTY.] (a) 

21 Improvements to real property, and personal property, classified 

22 under section 273.13, subdivision 24, and located within a job 

23 opportunity building zone, designated under section 469.314, are 

24 exempt from ad valorem taxes levied under chapter 275. 

25 {b) Improvements to real property, and tangible personal 

26 property, of an agricultural production facility located within 

27 an agricultural processing facility zone, designated under 

28 section 469.314, is exempt from ad valorem taxes levied under 

29 chapter 275. 

30 ( c) For property to qualify for exemption under paragr.aph 

31 (a), the occupant must be a qualified bµsiness, as defined in 

32 section 469.310. 

33 (d) The exemption applies beginning for the first 

34 assessment year after designation of the. job opportunity 

35 building zone by the commissioner of employment and economic 

36 development. The exemption applies to each assessment year that 
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1 begins during the du.ration of the job opportunity building zone 

2 and to property occupied by July 1 of the assessment year by a 

3 qualified business.. This exemption does not apply to: 

4 (1) the levy under section 475.61 or similar levy 

5 provisions under any other law to pay general obligation bonds; 

6 or 

7 ·( 2) a levy unde·r section 126C .17, if the levy was approved 

8 by the voters before the designation of the job opportunity 

9 building zone. 

10 '(e) This subdivision does not apply to captured net tax 

11 capacity in a tax increment financing district to the extent 

12 necessary to meet the debt repayment obligations of the 

13 authority if the property is also located within an agricultural 

14 processing zone. 

15 [EFFECTIVE DATE •. 1 This section is effective for taxes 

16 payable in 2005 and thereafter. 

17 _Sec •. 4. Minnesota Statutes 2004, section 429.021, 

18 subdi~ision 1, is amended to read: 

19 Subdivision 1. [IMPROVEMENTS AUTHORIZED.] The council of a 

20 municipality shall have power to make the following improvements: 

21 (1) To acquire, open, and widen any street, and to improve 

22 the same by constructing, reconstructing, and maintaining 

23 sidewalks, pavement, gutters, curbs, and vehicle parking strips 

24 of any material, or by grading, graveling, oiling, or otherwise 

25 improving the same, including the beautification thereof and 

26 including storm sewers or other street drainage and connections 

27 from sewer, water, or similar mains to curb lines. 

28 ( 2) To acquire, develop, construct, reconstruc.t, extend, 

29 and maintain storm and sanitary sewers and systems, including 

30 _outlets, holding areas and ponds, treatment plants, pumps, lift 

31 stations, service connections,· and other. appurtenances of a 

32 sewer system, within and without the corporate limits. 

33 (3) To construct, reconstruct, extend, and maintain steam 

34 heating mains. 

·35 ( 4) To install, replace, extend, and maintain street ·lights 

36. and street lighting systems and special lighting systems. 
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1 (5) To acquire, improve, construct, reconstruct, extend, 

2 and maintain water works systems, inc~uding mains, valves, 

3 hydrants, service connections, wells, pumps, reservoirs, tanks, 

4 treatment plants, and other appurtenances of a water works 

5 system, within and without the corporate limits. 

6 (6) To acquire, improve and equip parks, open space areas, 

7 playgrounds, and recreational facilities within or without the 

8 corporate limits. 

9 (7) To plant trees on streets and provide for their 

10 trimming, care, and removal. 

11 (8) To abate nuisances and to drain swamps, marshes, and 

12 ponds on public or private property and to fill the same. 

13 (9) To construct, reconstruct, extend, and maintain dikes 

14 and other flood control works. 

15 (10) To construct, reconstruct, extend, and maintain 

16 retaining walls and area walls. 

17. (11) To acquire, construct, reconstruct, improve, alter, 

18 extend, operate, maintain, and promote a pedestrian skyway 

19 system. Such improvement may be made upon a petition pursuant 

20 to section 429.031, subdivision 3. 

21 (12) To acquire, construct, reconstruct, extend, operate, 

22 maintain, and promote underground pedestrian concourses. 

23 (13) To acquire, construct~ improve, alter, extend, 

24 operate, maintain, and.promote public malls, plazas or 

25 courtyards. 

26 (14) To construct, reconstruct, extend, and maintain 

27 district heating systems. 

28 (15) To construct, reconstruct, alter, extend, operate, 

29 maintain, and promote fire protection systems in existing 

30 .buildings, but only upon a petition pursuant to section 429.031, 

31 subdivision 3. 

32 (16) To acquire, construct, reconstruct, improve, alter, 

33 extend, and maintain highway sound barriers. 

34 (17) To improve, construct, reconstruct, extend, and 

35 maintain gas and electric distribution facilities owned by a 

36 municipal gas or electric utility. 
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1 (2) with respect to a structured parking facility: 

2 (i) constructed in conjunction with, and directly above or 

3 below, a development; and 

4 (ii) financed ~ith the proceeds of tax increment or parking 

5 ramp general obligation or revenue bonds; and 

6 (3) until August 1, 2009, with respect to a facility built 

7 for the purpose of facilitating the operation of public transit 

8 or encouraging its use! 

9 ·(i) constructed in conjunction with, and directly above or 

10 below, a development; and 

11 (ii) financed with the proceeds of parking ramp general 

12 obligation or revenue bonds or with at least 60.percent of the 

13 construction cost being financed with funding provided by the 

14 federal government; and 

15 ill in the case of any bu.ilding in which at least 75 

16 percent of the usable square footage constitutes a housing 

17 development project if: 

18 (i) the project is financed with the proceeds of bonds 

19 issued under section 469.034 or from nongovernmental sources; 

20 (ii) the project is either located on land that is owned or 

21 is being acquired by the authority only for development 

22 purposes, or is not owned by the authority at the time the 

23 contract is entered into but the contract provides for 

24 conveyance or lease to the authority of the project or 

25 improvements upon completion of construction; and 

26 (iii) the authority finds and determines that elimination 

27 of the public bidding requirements is necessary in order ·for the 

28 housing development project to be economical and feasible. 

29 (b) An authority need not require a performance bond for 

30 the following projects: 

31 (l) a contract d~scribed in paragr~ph (a), clause (l); 

32 (2) a construction change order for a housing project in 

33 which 30 percent of the construction has been completed; 

34 (3) a construction contract for a single-family housing 

35 project in which the authority acts as the general construction 

36 contractor; or 
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1 (4) a services or materials contract for a housing project. 

2 For purposes of this paragraph, ."services or materials 

3 contract" does not include construction contracts. 

4 Sec. 6. Minnesota Statutes 2004, section 469.175, 

5 subdivision 2, is amended to read: 

6 Subd. 2. [CONSULTATIONS; COMMENT AND FILING.] i.!l Before 

7 formation of a tax increment financing district, the authority 

8 shall provide the county audittir and clerk of the school board 

9 with the proposed tax incre~ent financing plan for the district 

10 and the authority's estimate of the fiscal and economic 

11 implications of the proposed tax increment financing district. 

12 The authority must provide the proposed tax increment financing 

13 plan and the information on the fiscal and economic implications 

14 of the plan to the county auditor and the clerk of the school 

15 district board at least 30 days before the public hearing 

16 required by subdivision 3. The information on the fiscal and 

17 economic implications may be included in or as part of the tax 

18 increment financing plan. The county auditor and clerk of the 

19 school board shall provide copies to the members of the boards, 

20 as directed by their respective boards. The 30-day requirement 

21 is waived if the boards of the county and school district submit 

22 written comments on the proposal and any modification of the 

23 proposal to the authority after receipt of the information. 

24 (b) For purposes of this subdivision, "fiscal and economic 

25 implications of the proposed tax increment financing district" 

26· includes: 

27 (1) an estimate of the total amount of tax increment that 

28 will be generated over the life of the district; 

29 (2) a description of the probable impact of the district on 

30 _city-provided services such as police and fire protection, 

31 public infrastructure, and borrowing costs attributable to the 

32 district; 

33 (3) the estimated amount of tax increments over the life of 

34 the district that would be attributable to school district 

35 levies, assuming the school district's share of the total .local 

36 tax rate for all taxing jurisdictions remained the same; 
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1 (4) the estimated amount of tax increments over the life of 

2 the district that would be attributable to county levies, 

3 assuming the county's share of the total local tax rate for all 

4 taxing jurisdictions remained the same;· and 

5 (5) any additional information requested by the county or 

6 the school district that would enable it to determine additional 

7 costs that will accrue to it due to the development·proposed for 

8 the district. 

9 [EFFECTIVE DATE.] This section is effective for all 

10 districts for which certification is requested after December 

11 31, 2005. 

12 Sec. 7. Minnesota Statutes 2004, section 645.44, is 

13 amended by adding a subdivision to read: 

14 Subd. 19. [FEE AND TAX.] (a) "Tax" means any fee, charge, 

15 surcharge, or assessment imposed by a governmental entity on an 

16 individual, person, entity, transaction, good, service, or other 

17 thing. It excludes: 

18 (1) a price that an individual or entity chooses 

19 voluntarily to pay in return for receipt of goods or services 

20 provided by the governmental entity; and 

21 (2) a fine or penalty imposed for violation of a state or 

22 local law or ordinance. 

23 A government good or service does not include access to or the 

24 authority to engage in private market transactions with a 

25 nongovernmental party, such as licenses to engage in a trade, 

26 . profession, or business or to improve private property. 

27 (b) For purposes of applying the laws of this state, a 

28 "fee," "charge," or other similar term that satisfies the 

29 functional requirements of paragraph (a) must be treated as a 

30 _tax for all purposes, regardless of whether the statute or law 

31 names or describes it as a tax ... The provisions of this 

32 subdivision do not preempt or supersede limitations under law 

33 that apply to fees, charges, or assessments. 

34 (c) This subdivision is not intended to extend or limit the 

35 application of article 4, section 18, of the Constitution of 

36 Minnesota. 
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1 [EFFECTIVE DATE.] This section is effective the day 

2 following final enactment. 

3 Sec. 8. Laws 2003, chapter 128, article 1, section 172, is 

4 amended to read: 

5 Sec. 172. [TEMPORARY PETROFUND FEE EXEMPTION FOR MINNESOTA 

6 COMMERCIAL AIRLINES.] 

7 (a) A commercial airline providing regularly scheduled jet 

8 service and with its corporate headquarters in Minnesota is 

9 exempt from the fee established in Minnesota Statutes., section 

10 llSC. 08, subdivision 3, until July 1, %995 2007, p·rovided the 

11 airline develops a plan approved by the commissioner of commerce 

12 demonstrating that the savings from this exemption will go 

13 towards minimizing job losses in Minnesota, and to support the 

14 airline's efforts to avoid filing for federal bankruptcy 

15 protections. 

16 (b) A commercial airline exempted from the fee is 

17 ineligible to receive reimbursement under Minnesota Statutes, 

18 chapter 115C, until July 1, %995 2007. A commercial airline 

19 that has a release during the fee exemption period is ineligible· 

20 ·to receive reimbursement under Minnesota Statutes, chapter 115C, 

21 for the costs incurred in response to that release. 

2 2 Sec. 9 • [CITY OF ROSEMOUNT; ·TAX INCREMENT FINANCING. ] 

23 The city of Rosemount or a development authority of the 

24 city may spend increment from its Downtown - Brockway Tax 

25 Increment Financing (TIF) District to acquire parcels of 

26 property that the Department of Transportation or Dakota County 

27 acquired in connection with the realignment of marked Trunk 

28 Highway 3, notwithstanding the limits under Minnesota Statutes, 

29 section 469.1763, on the amount of increments that may be spent 

30 outside of the district or Minnesota Statutes, section 469.176, 

31 subdivision 4j, on the purposes:·for which increments may be 

32 spent. 

~3 [EFFECTIVE DATE.] This section is effective upon local 

34 approval by the governing body of the city of Rosemount under 

35 Minnesota Statutes, section 645.021. 

36 Sec. 10. [APPROPRIATION.] 
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1 (al $125,000 in fiscal year 2006, $125,000 in fiscal year 

2 2007, and $200,000 in each fiscal year thereafter, are 

3 appropriated from the general fund to the commissioner of 

4 revenue to make grants to one or more nonErofit organizations, 

5 qualifying under section 50l(c)(3) of the Internal Revenue Code 

6 of 1986, to coordinate, facilitate, encourage, and aid in the 

7 provision of taxpayer assistance services. 

8 (b) "Taxpayer assistance services 08 mean accounting and tax 

9 preparation services provided by volunteers to low-income and 

10 disadvantaged Minn.esota residents to help them file federal and 

11 state income tax returns and Minnesota property tax refund 

12 claims and to provide personal representation before the 

13 Department of Revenue and Internal Revenue Service. 

14 Sec. 11. [APPROPRIATION.] 

15 $320,000 is appropriated from the general fund in fiscal 

·16 year 2006 only to the commissioner of employment and economic 

17 development to be distributed to the city of Duluth to be used 

18 by the city for grants to enterprises related to environmental 

19 cleanup of Lake Superior and long-term community health care. 

20 Sec. 12. [APPROPRIATION.] 

21 The following amounts are appropriated from the general 

22 fund to the commissioner of finance for transfer to the clean 

23 water legacy account in the environmental fund: 

24 (1) $31,500,000 in fiscal year 2006; 

25 (2) $3,000,000 in fiscal year 2007; and 

26 (3) $40,000,000 in fiscal year 2008 and $80,000,000 in 

27 fiscal year 2009 and subsequent years, but only after at least 

28 50 percent of the Minnesota Total Maximum Daily Loads (TMDLs) 

29. have been established and approved by the Environmental 

30 Protection Agency under the federal Clean Water Act. 

31 Sec. 13. [APPROPRIATION; AtD PAYMENT SHIFTS.] 

32 In fiscal year 2008, $25,000,000 is appropriated from the 

33 general fund to the commissioner of finance to be used to buy 

34 back the aid payment shift provided in Minnesota Statutes, 

35 section 16A.152, subdivision 2, clause (3). 

36 Sec. 14. [DEFERRED MAINTENANCE AID.] 
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l For fiscal years 2006 and 2007 only, a district's deferred 

2 maintenance aid is equal to $13.25 multiplied times its adjusted 

3 average daily membership for that year. Aid received under this 

4 section must be used for deferred maintenance, to make 

5 accessibility improvements, or to make fire, safety, or health 

6 repairs. 

7 Sec. 15. [APPROPRIATIONS.] 

8 Subdivision 1. [DEPARTMENT OF EDUCATION.] The sums 

9 indicated in this section are appropriated from the general fund 

10 to the Department of Education for the fiscal years designated. 

11 Subd. 2. [DEFERRED MAINTENANCE AID.] For deferred 

12 maintenance revenue under section 14, $10,574,000 in fiscal year 

13 2006 and $10,416,000 in fiscal year 2007. 

14 Sec. 16. [APPROPRIATION.] 

15 $2,000,000 is appropriated from the general fund on a 

16 onetime basis £0 the Higher Education Services Office. The 

17 appropriation must be deposited into the Rochester higher 

18 _ education development account. With the approval of the Higher 

19 Education Services Office, money in this account may be used to 

20 provide initial funding for academic program development for 

21 upperclass and graduate students. This appropriation is 

22 intended to be expended when matched_ by tax-deductible 

23 contributions from individuals and corporate taxpayers. 

24 ARTICLE 25 

25 TAX SHELTER AND VOLUNTARY COMPLIANCE INITIATIVES - SF2206 

26 Section 1. [289A.121] [REGISTRATION OF TAX SHELTERS.] 

27 Subdivision 1. [DEFINITIONS.] For the purposes of this 

28 section, the following terms have the meanings given. 

29 (a) "Abusive tax avoidance transaction" means a Minnesota 

30 .tax shelter or a reportable transaction. 

31 (b) "Material advisor" has'. ·the meaning given in section 

32 lll(b)(l) of the Internal Revenue Code, and must be interpreted 

33 in accordance with any regulations or rulings adopted or issued 

34 by the Internal Revenue Service that govern that section. -

35 (c) "Minnesota tax shelter" means a transaction which is 

36 not a reportable transaction, which substantially reduces a tax 
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1 imposed under chapter 290 and has one or more of the following 

2 characteristics: 

3 (1) it is offered to the taxpayer under conditions of 

4 confidentiality, as that term is defined in Treas. Reg. section 

5 l.6011-4(3)(ii), and for which the taxpayer has paid a fee; 

6 (2) the terms of the transaction offer the taxpayer or a 

7 related party the right to a full or partial refund of fees if 

8 all or part of the intended tax consequences of the.transaction 

9 are not realized, or if fees are contingent upon the taxpayer 

10 realizing tax benefits; 

11 (3) it is a transaction or a series of related transactions 

12 that result in a corporation or a partnership with only 

13 corporate partners claiming a reduction in net income in excess 

14 of $10,000,000 in any combination of tax years; 

15 (4) it is a transaction or a series of related transactions 

16 that result in an individual, a partnership with one or more 

17 noncorporate partners, S corporation, or trust claiming a 

18 reduction in net income in excess of $4,000,000 in any 

l~ combination of taxable years, whether or not any losses flow 

20 through to one or more shareholders or beneficiaries; or 

21 ( 5) ·it is a transaction or series of related transactions, 

22 identified as a Minnesota tax shelter in a rule promulgated by 

23 the commissioner of revenue, entered into after the date the 

24 rule becomes effective. 

25 (d) ''Reportable transaction" has the meaning given in 

26 Treas. Reg. section 1.6011-4 between February 29, 2000, and 

27 January 1, 2006. 

28 Subd. 2. [REPORTS BY MATERIAL ADVISORS.] (a) On the first 

29 day that a material advisor sells a Minnesota tax shelter or 

30 reportable transaction; the material advisor must file with the 

31 commissioner a copy of any federal tax shelter registration 

32 information relating to reportable transactions if that 

33 registration is applicable to any person subject to taxation 

34 under chapter 290. 

35 (b) On or before April 15, 2006, material advisors must 

36 report to the commissioner all federal tax shelters used by a 
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1 person subject to tax under chapter 290 that the material 

2 advisor offered for sale between February 28, 2000, and January 

3 1, 2006, which were reportable transactions. 

4 (c) On or before April 15, 2006, material advisors must 

5 report to the/commissioner all Minnesota tax shelters that the 

6 material advisor offered for sale between February 28, 2000, and 

7 January· 1, 2006, if the transactions would have had to be 

8 disclosed under subdivision 3 had it been in effect at that time. 

9 (d) In addition to the requirements set forth in paragraphs 

10 (a), (b), and (c), a material advisor must report to the 

11 commissioner any transactions entered into on or after April 15, 

12 2006, that become listed as reportable transactions or a 

13 Minnesota tax shelter. 

14 Subd. 3. [MAINTAINING PARTICIPANT LISTS.] Any person 

15 organizing or selling Minnesota tax shelters or reportable 

16 transactions mus't maintain a list of participants that are 

17 subject to a tax imposed by chapter 290. 

18 Subd. 4. [REPORTING.] All persons, including material 

19 advisors who organize or sell Minnesota tax shelters or 

20 reportable transactions, must provide the following information 

21 to the commissioner within ·20 days from receiving a written 

22 request from the commissioner to provide the information: 

23 (1) legal name of the taxpayer; 

24 (2) Minnesota tax identification number; 

25 (3) federal tax identification number; and 

26 (4) description of.the Minnesota tax shelter or reportable· 

. 27 transaction. 

28 Subd. 5. [DISCLOSURE STATEMENTS BY TAXPAYERS.] Every 

29 person subject .to taxation under chapter 290 who has 

30 participated in a reportable transaction or a Minnesota tax 

31 shelter which resulted in a tax~decrease must file a disclosure 

32 statement on a form prescribed· by the commissioner. The form 

33 must be filed with the tax return. 

34 Sec. 2. Minnesota Statutes 2004, section 289A.38, is 

35 amended by adding a subdivision· to read: 

36 Subd. 15. [VOLUNTARY COMPLIANCE 

Article 25 Section 2 568 



HF785 UNOFFICIAL ENGROSSMENT [REVISOR ] DI UEH0785-l 

1 INITIATIVE.] Notwithstanding other limitations in the 

2 subdivision, an amount o~_tax related to a reportable 

3 transaction or a Minnesota tax shelter that is not reported in 

4 the·voluntary compliance initiative described in section 4 may 

5 be assessed within eight and one-half years after the date the 

6 return is filed. 

7 Sec. 3. Minnesota Statutes 2004, section 289A.60, is 

. 8 amended by adding a subdivision to read: 

9 Subd. 26. [PENALTY FOR FAILURE TO REPORT A TAX 

10 SHELTER.] (a) A penalty of $15,000 is imposed on a person who 

11 fails to register a tax shelter as required under section 

12 289A.121 on or before the date prescribed. 

13 (b) A penalty of $10,000 is imposed on a person who fails 

14 to report to the commissioner a Minnesota tax shelter or a 

15 reportable transaction within 20 days of the date prescribed 

16 under section 289A.121. For each day after the 20th day that 

17 the person organizing or selling the Minnesota tax shelter or 

18 reportable transaction failed to make the information reguired 

19 in section 289A.121, subdivision 2, availabl~ to the 

20 commissioner after the commissioner made a written reguest for 

21 the list, an additional $10,000 penalty is imposed on that 

22 person. 

23 (c) A penalty is imposed on a person who fails to make a 

24 report required by section 289A.121, subdivision 2, on or before 

25 the date prescribed. The penalty is the greater of: 

26 (1) $100,000; or 

27 (2) 50 percent of the gross income that the person derived 

28 from the activity. 

29 (d) A penalty is imposed on a person who intentionally 

30 ·disregards the reguirement to maintain and provide information 

31 required in section 289A.121. The penalty is the greater of: 

32 (1) $100,000; or 

33 (2) 75 percent of the gross income that the person derived 

34 from the activity. 

35 (e) A penalty of $15,000 is imposed on a.person who fails 

36 to provide a list required under section 289A.121, subdivision 
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1 4, which does not contain all the information required in that 

2 section. 

3 Sec. 4. [TAX SHELTER VOLUNTARY COMPLIANCE INITIATIVE.] 

4 Subdivision 1. [COMMISSIONER TO INITIATE.] The 

5 commissioner of revenue shall develop and administer a Minnesota 

6 tax shelter voluntary compliance initiative for taxpayers 

7 subject to Minnesota Statutes, section 289A.60, subdivision 26, 

8 as provided in this chapter. 

9 Subd. 2. [TERM; APPLICATION.] The Minnesota tax shelter 

10 voluntary compliance initiative shall be conducted from July 1, 

11 2005, to December 31, 2005, pursuant to Minnesota Statutes, 

12 section 270.07. The Minnesota tax shelter· voluntary compliance 

13 initiative shall apply to tax liabilities and penalties 

14 attributable to Minnesota tax shelters and reportable 

15 transactions for tax years beginning before January 1, 2005. An 

16 abusive tax avoidance transaction means a Minnesota tax shelter 

17 or a reportable transaction as defined in Minnesota Statutes, 

18 section 289A.121, subdivision 1. 

19 Subd. 3. [IMPLEMENTATION.] The commissioner of revenue may 

20 issue forms and instructions and take other actions necessary, 

21 including the use of agreements pursuant to Minnesota Statutes, 

22 section 270. 67, to 'implement the Minnesota tax shelter voluntary 

23 compliance initiative. 

24 Subd. 4. [PERSONS NOT ELIGIBLE TO PARTICIPATE.] (a) Any 

25 person is not eligible for participation in the Minnesota tax 

26 shelter voluntary compliance initiative, if: 

27 (1) the taxpayer was convicted of a crime in connection 

28 with an abusive tax avoidance transaction or transactions; 

29 (2) a criminal complaint was filed against the taxpayer in 

30 connection with an abusive·tax avoidance transaction or 

31 transactions; 

32 (3) the taxpayer is the subject of a criminal investigation 

33 in connection with an abusive tax avoidance transaction or 

34 transactions; or 

35 (4) the taxpayer was eligible to participate in the 

36 Internal Revenue Service's Offshore Voluntary Compliance 
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1 Initiative, as set forth in Revenue Procedure 2003-11. 

2 Subd. 5. [ELIGIBLE PARTICIPANTS .• ] (a) Any person who is 

3 · not ineligible to participate in the Minnesota tax shelter 

4 voluntary compliance initiative under subdivision 4, is eligible 

s to participate in the Minnesota tax shelter voluntary compliance 

6 initiative. 

7 (b) A person participating in the Minnesota tax shelter 

8 voluntary compliance initiative waiving the right to an 

9 administrative appeal, a claim for refund, or an action in 

10 district court must do both of the following: 

11 (1) the participating person must file an amended return 

12 for each taxable year for which the taxpayer has filed a tax 

13 return using an abusive tax avoidance transaction to underreport 

14 the taxpayer's tax liability for that tax year. Each amended 

15 return shall report all income from all sources, without regard 

16 to.the abusive tax avoidance transaction; and 

17 {2) the participating person must pay taxes and interest 

18 due in full, except that the commissioner of. revenue may enter 

19 into an installment payment agreement .pursuant to Minnesota 

20 Statutes, section 270.67, prior to taxpayer filing an amended 

21 return. 

22 (c) The commissioner of revenue shall abate all penalties 

23 imposed under Minnesota Statutes, chapter 289A, which could have 

24 been assessed in connection with the use of an abusive tax 

25 avoidance transaction, for each taxable year for which the 

26 taxpayer elects to participate in the Minnesota tax shelter 

27 voluntary compliance initiative, to the extent those penalties 

28 are a result of underreporting of tax liabilities attributable 

29 to the use of abusive tax avoidance transactions, for which a 

30 participating person files an amended return in compliance with 

31 paragraph (b). 

32 (d) No criminal action shall be brought against a taxpayer 

33 for the taxable years reported under the Minnesota tax shelter 

34 voluntary compliance initiative with respect to the issues for 

35 which a taxpayer ·voluntarily complies under this chapter. 

36 (e) A person filing an amended return under this paragraph 
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1 of the Minnesota tax shelter voluntary compliance initiative may 

2 not file a claim for refupd, an administrative appeal, or an 

3 action in district court in regard to the amount of taxes or 

4 interest paid with the amended return. 

5 (f) A person participating in the Minnesota tax shelter 

6 voluntary compliance initiative not waiving the right to an 

7 administrative appeal, a claim for refund, or an action in 

8 district court must do both of the following: 

9 (1) the participating person must file an amended return 

10 for each taxable year for which the taxpayer has filed a tax 

11· return using an abusive tax avoidance transaction to underreport 

12 the taxpayer's tax liability for that tax year. Each amended 

13 return· shall report all income from all sources, without regard 

14 to the abusive tax avoidance transactions; and 

15 (2) the participating person must pay taxes and interest 

16 due in full, except that the commissioner of revenue may enter 

17 into an installment payment agreement pursuant to Minnesota 

18 Statutes, section 270.67, prior to taxpayer filing an amended 

19 return. 

20 (g) The commissioner of revenue shall abate all penalties 

21 imposed under Minnesota Statutes, chapter 289A, except for the 

22 penalty for intentional disregard of law or rules imposed under 

23 Minnesota Statutes, section 289A.60, subdivision 5, which could 

24 have been assessed in connection with the use of an abusive tax · 

25 avoidance transaction, for each taxable year for which the 

26 taxpayer elects to participate in the Minnesota tax shelter 

27 voluntary compliance initiative, to the extent those penalties 

28 are a result of underreporting of tax liabilities attributable 

29 to the use of abusive tax avoidance transactions, for which a 

30. participating person files an amended return in compliance with 

31 paragraph (b). 

32 (h) No criminal action shall be brought against a taxpayer 

33 for the taxable years reported undei the Minnesota tax shelter 

34 voluntary compliance.initiative with respect to the issues for 

35 which a taxpayer voluntarily complies under this chapter. 

36 Sec. 5. [COMMISSIONER ORDERS ~ND PENALTIES.] 
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1 After December 31, 2005, the commissioner of revenue may 

2 issue an order of assessment within the time period permitted 

3 under Minnesota Statutes, section 289A. 38, .upon an amended 

4 return filed under this chapter for an underreported amount of 

5 tax, may impose penalties on an underreported amount of tax on 

6 an amended return filed under this chapter, or initiate a 

7 criminal action against any person based on any underreported 

8 amount of tax on an amended return filed under this chapter. 

9 A penalty is imposed upon any person who: 

10 (1) is not ineligible to file an amended return pursuant to 

11 this chapter; 

12 (2) has engaged in abusive tax shelter transactions; and 

13 (3) fails to voluntarily amend their tax returns for each 

14 taxable year for which an amended return may be filed and the 

15 person underreported income attributable to an abusive tax 

16 shelter transaction. 

17 The penalty is egual to 200 percent of the underreported tax 

18 that is attributable to the abusive tax shelter transaction. 

19 ARTICLE 26 

20 PROPERTY TAX FREEZE - SF2206 

21 Section 1. [CITATION.] 

22 This article may be cited as the "Truth and Fairness in 

23 Taxation Act" (TAFTA) or the 81 State/Local Fiscal Relations: 

24 Truth in Taxation Act." 

25 Sec. 2. [STATEMENT OF PURPOSE.] 

26 The legislature finds that the state of Minnesota is 

27 continuing to experience a persistent budget deficit and that 

28 reductions in state spending have resulted in increased burdens 

29 on school districts, counties, cities, and other units of local 

30 government. In order to maintain stability in state and local 

31 fiscal relations, the purpose of· this ac.t is to prevent property 

32 tax rate increases and to illuminate the impact of reductions in· 

33 revenue to school districts, counties, cities, and other units 

34 of local government. 

35 Sec. 3. [BENEFIT RATIO FOR RURAL SERVICE DISTRICTS.] 

36 Notwithstanding Minnesota Statutes, section 272.67, 
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1 subdivision 6, ·the benefit .ratio used for apportioning levies to 

2 a rural service district for taxes payable in 2006 and any 

3 subsequent year prior to the freeze termination year must not be 

4 greater than that in effect for taxes payable in 2005. 

5 Sec. 4. [PROHIBITION AGAINST INCURRING NEW DEBT~] 

6 Subdivision 1. [ACTIONS PROHIBITED.] After May 31, 2006, 

7 no municipality as defined in Minnesota Statutes, section 

8 475.51, or any special taxing district as defined in Minnesota 

9 Statutes, section 275.066, may sell obligations, certificates of 

10 indebtedness, or capital notes under Minnesota Statutes, section 

11 412.301, chapter 475, or any other law authorizing obligations, 

12 certificates of indebtedness, capital notes, or other debt 

13 instruments, or enter into installment purchase contracts or 

14 lease purchase agreements under Minnesota Statutes, section 

15 465.71, or any other law authorizing installment purchase 

16 contracts or lease purchase agreements, if issuing those debt 

17 instruments or entering into those contracts would require a 

18 levy first becoming payable in 2007 or any subsequent year prior 

19 to the freeze termination year. 

20 Subd. 2. [EXCEPTIONS.] This prohibition does not apply to: 

21 (1) refunding bonds sold to refund bonds originally sold 

22 before June 1, 2006; 

23 (2) obligations for which the amount of the levy first 

24 becoming due in 2007 would not exceed the amount by which the 

25 municipality's total debt.service levy for taxes payable in 2007 

26 prior to issuance of those obligations is less than the 

27 municipality• s total debt service levy for .taxes payable in 

28 2006; or 

29 (3) obligations with respect to which the municipality 

30 makes a finding at the time of the issuance of the obligations 

31 that no levy will be required for taxes payable in 2007 or any 

32 subsequent year prior to the freeze termination y~ar or to pay 

33 the debt service 6n the obligations because sufficient funds are 

34 available from nonproperty tax sources to pay the debt service. 

35 As used in clauses (2) and (3), "obligations" includes 

36 certificates of indebtedness, capital riotes, or other debt 
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1 instruments or installment purchase contracts or lease purchase 

2 agreements. 

3 Subd. 3. [DATE WHEN BONDS ARE DEEMED SOLD.] For purposes 

4 of this section, bonds will be deemed to have been sold before 

5 June 1, 2006, if: 

6 (1) an agreement has been entered into between the 

7 municipality and a purchaser or underwriter for the sale of the 

8 bonds by that date; 

9 (2) the issuing municipality is a party to a contract or 

10 letter of understanding entered into before Jun~ 1, 2006, with 

11 the federal government or the state government that requires the 

12 municipality to pay for a project, and the project will be 

13 funded with the proceeds of the bonds; or 

14 (3) the proceeds of the bonds will be used to fund a 

15 project or acquisition with respect to which the municipality 

16 has entered into a contract with a builder or supplier before 

17 June 1, 2006. 

18 Sec. s. [LEVY LIMITATION FOR TAXES PAYABLE IN 2007 AND 

19 SUBSEQUENT YEARS.] 

20 Subdivision 1. [PROPOSED LEVY.] Notwithstanding any other 

21 law to the contrary, for purposes of the certification required 

22 by Minnesota Statutes, section 275.065, subdivision 1, in 2006 

23 and any subseguent year prior to the freeze termination year, no 

24 taxing authority, other than a school district, shall certify to 

25 the county auditor a proposed property tax levy or, in the case 

26 of a township, a final property tax levy, greater than the levy 

27 certified to the county auditor pursuant to Minnesota Statutes, 

28 section 275.07, subdivision 1, in the prior year, except as 

29 provided in this section. 

30 Subd. 2. [FINAL LEVY.] Notwithstanding any other law to 

31 the contrary, for purposes of the certification required by 

32 Minnesota Statutes, section 275.07, subdivision 1, in 2006 and 

33 any subsequent year prior to the freeze termination year, no 

34 taxing authority, other than a school district, shall certify to 

35 the county auditor a property tax levy greater than the amount 

36 certified to the county auditor pursuant to Minnesota Statutes, 
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1 section 275.07, subdivision 1, in the prior year, except as 

2 provided in this section. 

3 Subd. 3. [DEBT SERVICE EXCEPTION.] If a levy for taxes 

4 payable in 2007 or any subsequent year prior to the freeze 

5 termination year, for debt service on obligations, certificates 

6 of indebtedness, capital notes, ·or other debt instruments sold 

7 prior to June 1, 2006, or to make payments on installment 

8 purchase contracts or lease purchase agreements entered into 

9 prior to June 1, 2006, exceeds the levy a taxing authority 

10 certified pursuant to Minnesota Statutes, section 275.07, 

11 subdivision 1, for taxes payable in 2006 for the same purpose, 

12 the excess may be levied notwithstanding the limitations of 

13 subdivisions 1 and 2. 

14 Subd. 4. [ANNEXATION EXCEPTION.] The city tax rate for 

15 taxes payable in 2·007 or any subsequent year prior to the freeze 

16 termination year on any property annexed under Minnesota 

17 Statutes, chapter 414, may not be increased over the city or 

18 township tax rate in effect on the property for taxes payable in 

19 2006, notwithstanding any law, municipal board order, or 

20 ordinan~e to the contrary. The limit on the annexing city's 

21 levy under subdivisions 1 and 2 may be increased in excess of 

22 that limit by an amount equal to the net tax capacity of the 

23 property annexed times the city or township tax rate in effect 

24 on that property for taxes payable in 2006. The levy limit of 

25 the city or township from which the property was annexed shall 

26 be reduced by the same amount. 

27 Subd. 5. [SCHOOL DISTRICT EXCEPTIONS.] (a) For taxes 

28 payable in 2007 and subsequent years prior to the freeze 

29 termination year, no school district shall certify to the county 

30 auditor a property tax levy that ·exceeds the maximum levy that 

31 may be imposed by that district·. under 2005 S.F. No. 2267, if 

32 enacted, except as provided in paragraph (b). 

33 (b) A school district that is in statutory operating debt 

34 under MinneSC'0~.a Statutes, section 123B.81,· and has an approved 

35 plan under ML· .esota Statutes, section 123B.83, that includes an· 

36 increase to ivs referendum allowance under Minnesota Statutes, 
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1 section 126C.17, is exempt from the levy freeze on referenda 

2 according to this section. 

3 Sec. 6. [FREEZE ON LOCAL MATCH REQUIREMENTS.] 

4 Notwithstanding any other law to the contrary, the local 

5 funding or local match required from any city, town, or county 

6 for any state grant or program shall not be increased for 

7 calendar year 2007 or any subsequent year prior to the freeze 

8 termination year above the dollar amount of the local funding or 

9 local match required for the same grant or program in 2006, 

10 regardless of the level of state funding provided. Any local 

11 match or local funding requirement that first becomes effective 

12 after December 31, 2006, for new or changed state grants or 

13 programs shall not be effective until the freeze has been 

14 terminated for that taxing jurisdiction under section 14. 

15 Nothing in this section shall affect the eligibility of a city, 

16 town, or county for the receipt of state grants or program funds 

17 in 2007 or any subsequent year prior to the freeze termination 

18, year, or reduce the amount of state funding a city, town, or 

19 county would otherwise receive in 2007 or any subsequent year 

20 prior to the freeze termination year if the local match 

21 requirements of the state grant or program were met in 2006. 

22 Sec. 7. [SUSPENSION OF SALARY AND BUDGET APPEAL 

23 AUTHORIZATION.] 

24 After March 1, 2006, no county sheriff may exercise the 

25 authority granted urider Minnesota Statutes, section 387.20, 

26 subdivision 7, and no county attorney may exercise the authority 

27 granted under Minnesota Statutes, section 388.18, subdivision 6, 

28 to the extent that the salary or budget increase sought in the 

29 appeal would result in an increase in county expenditures in 

30 calendar year 2007 or any subsequent year prior to the freeze 

31 termination year. 

32 Sec. 8. [SUSPENSION OF PUBLICATION AND HEARING 

33 REQUIREMENTS.] 

34 A local taxing authority is not reguired to comply with the 

35 public advertisement notice of Minnesota Statutes, section 

36 275.065, subdivision Sa, or the public hearing reguirement of 
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1 Minnesota Statutes, section 275.065, subdivision 6, with respect 

2 to taxes payable in 2007 and any subsequent year prior to the 

3 freeze termination year. 

4 Sec. 9. [TAX RATE FREEZE; REDUCTION OF LEVY.] 

5 If in the course of determining local tax rates for taxes 

6 payable in 2007 or any subseguent year prio·r to the freeze 

7 termination year after reductions for disparity reduction aid 

8 under Minnesota Statutes, section 275.08, subdivisions le and 

9 ld, the county auditor finds the local tax rate exceeds that in 

10 effect for taxes payable in 2006, the county auditor shall 

11 reduce the local government's levy so that the local tax rate 

12 does not exceed that in effect for taxes payable in 2006, 

13 adjusted as provided in section 5. 

14 Sec. 10. [PENSION LIABILITIES.] 

15 Notwithstanding any other law or charter provision to the 

16 contrary, no levy for taxes payable in 2007 or any subseguent 

17 year prior to the freeze termination year for a local police and 

18 fire relief association for the purpose of amortizing an 

19 unfunded pension liability may exceed the levy for that purpose 

20 for taxes payable in 2006. 

21 Sec. 11. [DUTIES OF TOWNSHIP BOARD OF SUPERVISORS.] 

22 Notwithstanding Minnesota Statutes, section 365.10, in 2006 

23 the township board of supervisors shall adjust the levy and in 

24 any subseguent year prior to the freeze termination year, the 

25 township board of supervisors may adjust the expenditures of a 

26 township below the level authorized by the electors to adjust 

27 for any reduction in the previously authorized levy of the 

28 township pursuant to section 5. 

29 Sec. 12. [PROHIBITION ON NEW OR INCREASED FEES.] 

30 After March 1, 2006, no municipality as defined in 

31 Minnesota Statutes, section 475;51, or special taxing district 

32 as defined in Minnesota Statutes, section 275.066, and no 

33 executive branch state agency may impose a new fee or increase 

34 the rate or amount of an existing fee. As·used in this section, 

35 a fee is any charge for goods, services, regulations, or 

36 licensure, and includes charges for admission to or for use of 
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1 public facilities. 

2 Sec. 13. [SAVINGS CLAUSE.] 

3 Notwithstanding any provision in this article, nothing in 

4 this article· constitutes an impairment of any obligations, 

5 certificates of indebtedness, capital notes, or other debt 

6 instruments, including installment purchase contracts or lease 

7 purchase agreements, issued before the date of final enactment 

8 of this act, by a municipality as defined in Minnesota Statutes, 

9 section 469.174, subdivision 6; a school district; or a special 

10 taxing district as defined in Minnesota Statutes, section 

11 275.066. 

12 Sec. 14. [EFFECTIVE DATE; TERMINATION.] 

13 (a) This article is effective the day following final 

14 enactment and applies to taxes payable in 2007 and subseguent 

15 years prior to the termination date provided in paragraph (b), 

16 (c), (d), or (e) for the taxing jurisdiction described in each 

17 of those paragraphs. 

18 (b) For cities and towns, the termination date is the taxes 

19 payable year that is the calendar year when local government 

20 aids payable to cities under Minnesota Statutes, section 

21 477A.013, are sufficient to fully fund the formula without any 

22 reduction due to the limitation in Minnesota Statutes, section 

23 477A.03. 

24 (c) For counties, the termination date is the taxes payable 

25 year when the total amount to be paid to all counties under 

26 Minnesota Statutes, section 477A.0124, exceeds the amount paid 

27 to all counties under Minnesota Statutes 2002, sections 273.138; 

28 273.1398, subdivision 2, minus the amount certified under 

29 Minnesota Statutes, section 273.1398, subdivision 4a, paragraph 

30 <.b), for counties in Judicial Districts One, Three, Six, and 

31 Ten, and by 25 percent of the amount certified under Minnesota 

32 Statutes, section 273.1398, subdivision 4a, paragraph (b), for 

33 counties located in Judicial Districts Two and Four; 273.166; 

34 477A.0121; and 477A.0122, increased by the rate of increase in 

35 the annual implicit price deflater for government consumption 

36 expenditures from 2003 to the current year. 
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l (d) For school districts, the termination date is the taxes 

2 payable year that is the year in which the state provides a real 

3 state aid inflationary increase to the basic formula allowance 

4 under· Minnesota Statutes, section 126C.10, subdivision 2, over 

5 the amount paid in the prior year. 

6 (e) For special taxing districts, the termination date is 

7 the 2009 taxes payable year. 
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APPENDIX 
Repealed Minnesota Statutes for UEH0785-l 

273.19 LESSEES AND EQUITABLE OWNERS. 
Subd. 5. Property used for production of hydro power. 

Notwithstanding the provisions of subdivision 4, 
real and personal property used or to be used primarily for the 
production of hydroelectric or hydromechanical ·power and leased 
from the state or a local governmental unit pursuant to section 
103G.535 may be exempt from taxation or payments in lieu of 
taxes. 

The exemption. from taxation or payments in lieu of taxes 
provided by this subdivision does not apply to hydroelectric or 
hydromechanical facilities operated at any time between January 
1, 1980 and January 1, 1984. 
274.05 AUDITOR'S CERTIFICATES. 

Subdivision 1. Auditor's certificate of assessment 
books. Upon.the return of the assessment books under section· 
274.04, the county auditor shall examine them; and, if found in 
proper form, shall issue a certificate to the assessor. The 
certificate must state that the books comply with section 
274.04. The assessor shall file the certificate with the clerk 
of the town. The town board must not pay the assessor for 
services until the assessor has complied with this section. 

Subd. 2. Audi tor• s cer.tif icate of summaries. On 
receiving the summaries under section 274.04, subdivision 2, the 
county auditor shall examine them· and, if found in proper. form, 
shall issue a certificate to the assessor. The certificate must 
state that the summaries comply with section 274.04, subdivision 
2. 
275.15 NOT TO INCREASE LEVIES. 

Sections 275.124 to 275.16 shall not authorize, nor be 
construed as, in any instance, authorizing the levy of total 
amounts of taxes in any year in excess of the amount allowed by 
law at the time of the passage of these sections, but shall be 
consid~red an additional limitation. 
275.61 VOTER APPROVED LEVY; .MARKET VALUE; NET TAX 
CAPACITY CONVERSION. 
283.07 TAXES PAID BY MISTAKE ON RAILROAD LANDS. 

When it shall be made to appear to the board of county 
commissioners of any county that any person has heretofore by 
mistake paid taxes on real estate based on the good faith belief 
at the time of payment that the person was .the owner, in which 
real estate the person never owned any right, title~ or 
interest, and which real estate had never been sold to any 
person by such railroad company; but was, at the time of the 
assessment and payment of such taxes, owned by a railroad 
company and exempt from taxation, the county commissioners shall 
certify the facts to the state auditor, and the state auditor 
shall, if satisfied, upon consultation with the attorney 
general, that the facts stated by the petitioner requesting 
reimbursement are true, authorize the refunding to the person 
who has paid such taxes the full· amount so paid, together with 
interest thereon from the date of such payment, and thereafter 
the county auditor shall draw an order, for the sum so 
authorized to be refunded, on the treasurer of such county, to 
be countersigned and paid as other county orders. ·The several 
funds, state, county, town~ city, .school and other, shall be 
charged with their several proportions of ·the amount so refunded. 

283.07 lR 
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289A.26 PAYMENT OF ESTIMATED TAX BY CORPORATIONS. 
Subd. 2a. Electronic payments. If the aggregate 

amount of estimated tax payments made during a calendar yea.r is 
equal to or exceeds $20,000, all estimated tax payments in the 
subsequent calendar year must be paid by electronic means. 
289A.60 CIVIL PENALTIES. 

Subd. 15. Accelerated payment of June sales tax 
liability; penalty for underpayment. {a) For payments made 
after December 31, 2002, and before January 1, 2004, if a vendor 
is required by law to submit an estimation of June sales tax 
liabilities and 75 percent payment by a certain date, the vendor 
shall pay a penalty equal to ten percent of the amount of actual 
June liability required to be paid in June less the amount 
remitted in June. The penalty must not be imposed, however, if 
the amount remitted in June equals the lesser of 75 percent of 
the preceding May's liability or 75 percent of the average 
monthly liability for the previous calendar year. 

(b) For payments made after December 31, 2003, if a vendor 
is required by law to submit an estimation of June sales tax 
liabilities and 85 percent payment by a certain date, the vendor 
shall pay a penalty equal to ten percent of the amount of actual 
June liability required to be paid in June less the amount 
remitted in June. The penalty must not be imposed, however, if 
the amount remitted in June equals the lesser of 85 percent of 
the preceding May's liability or 85 percent of the average 
monthly liability for the previous calendar year. 

Subd. 21. Penalty for failure to make payment by 
electronic means. In ad.dition to other applicable penalties 
imposed by this section, after notification from the 
commissioner to the taxpayer that payments are required to be 
made by electronic means under section 289A.20, subdivision 2, 
paragraph (e), or 4, paragraph (c), or 289A •. 26, subdivision 2a, 
and the payments are remitted by.some other means, there is a 
penalty in the amount of five percent of each payment that 
should have been remitted electronically. After the ) 
commissioner's initial notification to the taxpayer that 
payments are required to be made by electronic means, the 
commissioner is not required to notify the taxpayer in 
subsequent periods if the initial notification specified the 
amount of tax liability at which a taxpayer is required to remit 
payments by electronic means. The penalty can be abated under 
the abatement procedures prescribed in section 270.07, 
subdivision 6, if the failure to remit the payment 
electronically is due to reasonable cause. 
295.55 PAYMENT OF TAX. 

Subd. 4. Electronic payments. A taxpayer with an 
aggregate tax liability of $120,000 or· more during a fiscal year 
ending June 30 ·must remit all liabilities by electronic means in 
the subsequent calendar year .• 
295.60 SPECIAL FUR CLOTHING TAX. 

Subd •. 4. Electronic funds transfer payments. A 
taxpayer with.an aggregate .tax··1iability of $120,000 or more 
during a fiscal year ending June 30 must remit all liabilities 
by electronic means. · 
297A.61 DEFINITIONS. 

297A.61 2R 
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297A.62 SALES TAX IMPOSED; RATES. 
Subd. 2. Liquor and beer ~ales. The rate of the 

sales tax imposed is nine percent on the gross receipts from 
retail sales of: 

(1) intoxicating liquor, as defined in.section 340A.101, 
subdivision 14; and 

(2) 3.2 percent malt liquor, as defined in section 
340A.101, subdivision 19, when sold at an on-sale or off-sale 
municipal liquor store or other establishment licensed to sell 
any type of intoxicating liquor. · 
297A.64 RENTAL MOTOR VEHICLE TAX IMPOSED; RATE. 

Subdivision 1. Tax imposed. A tax is imposed on the 
lease or rental in this state for not more than 28 days of a 
passenger automobile as defined in section 168.011, subdivision 
7, a van as defined in section 168.011, subdivision 28, or a 
pickup truck as defined in section 168.011, subdivision 29. The 
rate of tax is 6.2 percent of the sales price. The tax applies 
whether or not the vehicle is licensed in the state. 
297A.68 BUSINESS EXEMPTIONS. 
297A.71 CONSTRUCTION EXEMPTIONS. 
297A.99 LOCAL SALES TAXES • 

. Subd. 13. Application. This section applies to all 
local sales taxes that were authorized before, on, or after June 
2, 1997. 
297E.12 CIVIL PENALTIES. 

Subd. 10. Order payments credited. All payments 
received may be credited first to the oldest liability not 
secured by a judgment or lien in the discretion of the 
commissioner of revenue, but in all cases must be credited first 
to penalties, next to interest, and then to the tax due. 
297F.09 RETURNS; PAYMENT OF TAX. 

Subd. 7. Electronic payment. A cigarette or tobacco 
products distributor having a liability of $120,000 or more 
during a fiscal year ending June 30 must remi.t all liabilities 
in the subsequent calendar year by electronic means. 
297G.09 RETURNS; PAYMENT OF TAX. 

Subd. 6. Electronic payments. A licensed brewer, 
importer, or wholesaler having an excise tax liability of 
$120,000 or more during a fiscal year ending June 30 must remit 
all excise tax liabilities in the subsequent calendar year by 
electronic means. 
297I.35 PAYMENT OF TAX. 

Subd. 2. Electronic payments. If the· aggregate 
amount of tax and surcharges due under this chapter during a 
calendar year is equal to or exceeds $120,000, or if the 
taxpayer is required to make payment of any other tax to the 
commissioner •:iby elect_}:':.0nic m~_qns, ... then . .all .,tax_and ,....surcharge 
payments in thE? :subse·que,µt;iJQ:qle·Qdar-."~.yE!.a-r- mus't -~-he.~'lpai<!t;by ~ 
electronic means. · ·;·,:.u~ ; ; .:·;-i"·· .. 

297I.85 CIVIL PENALTIES. J ;,.;;."~·. :- ; .". --:... .• . :~~i..;q·>::,~ 
Subd. ~ 7 • Penalty fqr~. ··~ailure ~to :_pay elect"ronical:ly,~ !··· ~. 

In addition to other app-1"..icabl~ ·penalties imposed :bii<·tihis ·. 
section,' if the_·z-qommissioner :notifie~s· the taxpayer1 tha:t payments 
are required to be :;made·: by el..ect~.P.nic means, and,.,;;thefpayments 
are made by some ,(.)~her mean..$;:.: .a-::rpen:a1 ty ··is impos'.ed. ·. :The amount 
of· the penalty is ,equal ~~- .. :ti:Y~ per.cent of ea'ch;r_paymeht that 
should have been paid electronically. After the commissioner's 

· initial notification to the taxpayer that ·payments· .are· required 
to be made by electronic means·, the commissioner'_\_is·;.'not required 

2971.85 3R 
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to notify the taxpayer in subsequent periods if the initial 
notification specified the·amount of tax liability at which a 
taxpayer is required to remit payments by electronic means. The 
penalty may be abated under the abatement procedures prescribed 
in section 270.07, subdivision 6, if the failure to pay 
electronically is due to reasonable cause. 
298.01 MINING OR PRODUCING ORES. 

Subd. 3c. Alternative minimum tax. For purposes of 
calculating the alternative minimum tax under section 290.0921, 
Minnesota alternative minimum taxable income must be computed 
under the provisions of subdivisions 3, 3a, and 3b, and the 
provisions of section 290.0921, except that: 

(1) the adjustment for adjusted current earnings under 
section 56(g) of the Internal Revenue Code of 1986, as amended 
through December 31, 1996, must be determined using gross income 
as defined in subdivision 3a; and · 

(2) the tax preference for depletion under section 57(a)(l) 
of the Internal Revenue Code of 1986, as amended through 
December 31, 1996, must be included in alternative minimum 
taxable income. 

Subd. 3d. Alternative minimum tax credit. A credit 
is allowed against qualified regular tax for qualified 
alternative minimum tax previously paid. The amount of the 
credit allowed under ~his subdivision is determined under 
section 290.0921, subdivision a. For purposes of calculating 
this credit, the following terms have the meanings given: 

(a) "Qualified alternative minimum tax" means the amount 
determined under subdivision 3 and section 290.0921, subdivision 
1. 

(b) "Qualified regular tax" means the tax imposed under 
subdivision 3 and section 290.061 subdivision 1. 

Subd. 4d. Alternative minimum tax. For purposes of 
calculating the alternative minimum tax under section 290.0921, 
Minnesota alternative minimum taxable income must be computed 
under the provisions of subdivisions 4, 4a, 4b·and 4c, and the 
provisions of section 290.0921, except that: · 

(1) for purposes of the depreciation adjustments provided 
by section 56(a)(l) of the Internal Revenue Code of 1986, as 
amended through December 31, 1996, the basis for depreciable 
property placed in service is the remaining depreciable basis as 
defined in subdivision 4c; 

(2) the adjustment for adjusted current earnings under 
section 56(g) of the Internal Revenue Code of 1986, as amended 
through December 31, 1996, must be determined using gross income 
as defined in subdivision 4a; 

(3) the tax preference for depletion under section 57(a)(l) 
of the Inter,na,:L ... Re\ienue,,-Code. of 1986 ,. ~s amended through. ;r, ,, · ·".·:;!. -· 

December 31, : 11'996.;;;1~1mtt1s1t ;be irrc·J:uded ~ i'rt a];ternatl ve minimum -~ ;:,Wfl'.I ~'· 
taxable income; anc:f · · '" ' .r.::-~;:>~ · 

(4) for purposes of calculating the t~x preferenc~ for ~? 
accelerated deRtteciation".·or amortizat,ion ,~d'f:- certain property 
placed in ser.v~cei.."~before "Januar:y:.~1, 19-87 r ~u:Oaer section 57'( a~) ( 7) 
of the Internal= Revenue Code of ?19.86, as amenaed . thr-ough .. 
December 31; ·1:9~96.;, ·::the deduction allowable for the ;-taxable yeiir , 
s.hall mean, the?ded.uction a11·owabler u·naer· · subdi visH;>n 4c, ::;.m 
provided that this modif icationc must:'. not:. :ceouce tbe amount of .~d.: 
tax preference . to. less than zero. . . · .... :! "': m i 

Subd. 4e. Alternative minimum ·tax cred·it. A credit _._ .. 
is allowed against qualified regular tax for qualified ·r 

298.01 4R 
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alternative minimum tax previously paid. The amount of the 
credit allowed under this paragraph is determined under section 
290.0921, subdivision 8. For purposes of calculating this 
credit, the following terms have the· meanings given: 

(1) "Qualified alternative minimum tax" means the amount 
determined under subdivision 4d and section 290.0921, 
subdivision 1. 

(2) "Qualified regular tax" means the tax imposed under 
subdivision 4 and section 290.06, subdivision 1. 
298.017 DEDUCTIONS. 

Subdivision 1. Deductions not allowed. For purposes 
of calculating the net proceeds under section 298.015, the 
following expenses are not deductible: (1) all sales, 
marketing, and interest expenses; (2) all insurance expense and 
taxes, except as specifically provided in this: section; (3) all 
administrative expenses outside of Minnesota; (4) any research 
expense prior to production; (5) funds set aside during 
production years to pay for reclamation expenses after 
production ends; (6) royalty expenses, depletion allowances, and 
cost of mining land. · 

Subd. 2. Deductions allowed. {a) In calculating the 
net proceeds for the purpose of determining the tax provided in 
section 29~.015, only those expenses specifically allowed in 
this subdivision may be deducted from gross proceeds. The 
carryback or carryforward of deductions shall not be allowed. 

(b) Ordinary and necessary expenses actually paid for the 
mining, production, processing, beneficiation, smelting, or 
refining of metal or mineral products for: 

(1) labor, including ~ages, salaries, fringe benefits, 
unemployment and workers' compensation insurance; 

(2) machinery, equipment, and supplies, including any sales 
and use tax paid on it, except that machinery and equipment 
subject to depreciation shall only be deductible under clause 
(b)(3); 

(3) depreciation as defined and allowed by section 167 of 
the Internal Revenue Code of 1986, as amended through December 
31, 1996; 

(4) administrative expenses inside Minnesota; and 
(5) reclamation costs actually incurred in Minnesota. and 

paid in a year of production, including the payment of bonds 
required by the provisions of an environmental permit issued by 
the state of Minnesota are deductible. 
. (cJ Ordinary and necessary expenses of transporting metal 
or mineral products are allowed as a deduction if the costs are 
included in the sale price of the products. 

(Cl) Exp,an$(iU• cf ~xplor~tion, research, or development in 
thil 1tate for the mining and processing of minerals within 
Minnesota paid in a production yeat are deductible in the 
production year. 

· (e) Expenses of exploration and develop•ent in Minnesota 
incufred prior to production mu•t be amortized and deductea on a 
straight""'line.basis over the fiiat five years of production. 
473-39 BOUOWING KOQY,, 

Subd. tf, Prohibition of certain obligations. 1.rhe 
eou11ci1·may not issue obJ.i9ations for construction of light rail 
transit in the Hiawatha corridor. 

SR 
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HEALTH HOUSING 
ALLIANCE 

PROMOTING EXCELLENCE AND INNOVATION IN OLDER ADULT SERVICES 

MHHA Position on Institutions of Purely Public Charity Provision 
(House Article 4, Section 6) 

CON CERN: The provision, as originally proposed by the Minnesota Department of 
Revenue (DOR), could create confusion and result in inconsistent application of the 
North Star factors in determining tax exempt status for "assisted living" facilities. 

GO AL: Neither broaden nor narrow the exemption from current law and practices, 
but provide clarifying language to avoid confusion and unintended consequences. 

BACKGROUND: Determining the property tax status of"assisted living" 
facilities has been extremely difficult for both assessors and providers. In 2000, the 
Minnesota Health & Housing Alliance worked cooperatively with the DOR and others to 
clarify property tax exemptions for assisted living facilities through the development of a 
bulletin. The bulletin outlines for assessors what activities must be present in order to 
satisfy each of the North Star factors used to determine exempt status as an Institution of 
Purely Public Charity (IPPC). Under factor 3 (whether the recipients of the "charity" 
are required to pay for the assistance received in whole or in part) the bulletin states 
that assisted living facilities must participate in government assistance programs such as 
Alternative Care Grants (AC), Elderly Waiver (EW), and Group Residential Housing 
(GRH) to satisfy that factor.· The language proposed by the DOR specifically states that 
these types of government assistance programs are not "gifts or donations," which are 
required to satisfy North Star factor 2 (whether the entity involved is supported by 
donations and gifts in whole or in part). 

We concur with the DOR that government programs should not be considered gifts or 
donations. However, assessors and assisted living providers are likely to. be confused by 
a bulletin that requires participation in government assistance pro grams to satisfy one 
factor, and a statute that prohibits the consideration of government assistance programs to 
satisfy another factor. 

SOLUTION: We support the Senate position that includes ,clarifying language 
developed by the DOR in cooperation with a broad group of older adult services 
organizations including the Minnesota Health & Housing Alliance, Care Providers of -~ 'v\i1 W ~ 
Minnesota and the Good Samaritan Society. "The items described in clauses (1) and (2) may, r O\\~"\v C~ 
however, be considered when making other determinations related to an exemption under this '-V~·, \.~- .. t-.~ 
subdivision, including, without limitation, for the purpose of determining_whether the recipient of '1\l-lf" 
housing or housing services is required to pay in whole or in part for the housing." 

2550 UNIVERSITY AVENUE WEST, SUITE 350S • SAINT PAUL, MINNESOTh 55114-1900 

(651) 645-4545 • FAX (651) 645-0002 • TOLL FREE (800) 462-5368 • www.mhha.com 

The Minnesota Health & Housing AIIiance is the state affiliate for the American Assodation of 
Homes and Services for the Aging and the Assisted Living Federation of America. 



DEPARTMENT OF ASSESSOR 
309 2nd Avenue South - Room 100 
Minneapolis MN 55401-2234 

J. Scott Renne, MAI, CAE 
City Assessor 

Fax (612) 673-3538 
TTY 673-2157 

Ms. Jennifer W. Denys 
Rider-Bennett Law Firm 
33 South Sixth Street Suite 4900 
Minneapolis, MN 55402 

April 1, 2005 

Re: The Salvation Army I Tax Application for Exempt Status 
PropertyAddress: 1421 Yale Place, Mpls., MN 
PID 27-029-24-24-0116 (Booth Manor) 

Dear Ms. Denys: 

minneapolis 
--11111111111i11-ll"""' city of lakes 

The City of Minneapolis has reviewed your application for reclassifying the above referenced property as 
tax exempt for the 2005 assessment, taxes payable in 2006. It is our opinion, and the opinion of the 
Hennepin County Attorney's office that the Salvation .. A ..... ..-my's building at 1421 Yale Place does not 
qualify for exemption under Minn. Stat. §272.02 subd. 7 as an Institution of public charity. The following 
statements are a few examples of why our office believes Booth Manor does not meet the statutory. 
requirements for a property tax exemption as an Institute of Public Charity. 

• Tenants are subject to eviction for nonpayment of rent. 

• There is no benevolent fund for tenants that cannot afford to pay their rent. 

• Tenants are required to pay the full monthly rent by the 5th of each month or be subject to· a 
service charge 

• Tenants are required to reimburse Booth Manor for lost revenue if the tenant violates the terms of 
the lease. · 

• Booth Manor's financial statements indicate a positive cash flow before depreciation and 
amortization. 

• Volunteers at Booth Manor, provide social activities which may add to the quality of life of the 
tenants at Booth Manor, however these services are not essential for the housing facility. 

• Section 8 housing reimbursements are calculated on prevailing market rate rents. 

For any questions please call me at 612-673-2483. My e-mail address is: 
patrick. todd@ci.minneapolis.mn.us 

Sincerely, 

Patrick Todd 
Supervisor, Real Estate Assessment 

cc: Hennepin County Attorney 

AFFIRMATIVE ACTION EMPLOYER 

'iecycled paper 30% post consumer waste 
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1 .......... moves to amend .. F. No ..... , as follows: 

2 Page .. , after line .. , insert: 

3 "Sec. Minnesota Statutes 2004, section 272.02, is 

4 amended by adding a subdivision to read: 

5 Subd. 68. [ELDERLY LIVING FACILITY.] An elderly living 

6 facility is exempt from taxation if it meets all of the 

7 following requirements: 

8 (1) the facility is located in a city of the first class 

9 with a population of more than 350,000; 

10 (2) the facility is owned and operated by a nonprofit 

11 organization; 

12 (3) the facility consists of 157 living units; 

13 (4) the facility is located across the street from a public 

14 park and a community college; 

15 (5) the residents of the facility must be at least 62 years 

16 of age; 

17 (6) the facility provides the.residents with· social and 

18 physical support; ~nd 

19 (7) the residents of the facility meet the income test for 

20 qualified low-income housing projects under 42(g) of the 

21 Internal Revenue Code. 

22 Provided that the property continues to meet all of the 

23 above criteria, the property is exempt for the term of the 

24 facility's financing, as of May 1, 2005, or January 1, 2030, 

1 
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whi~hever is later." 
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