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S.F. No. 1338 <Belanger) 

This bill 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. The bill also limits the de minim us exemption from use 
tax, which is currently available to any individual whose total purchases subject to the use tax do not 
exceed $770 in a calendar year. Under this bill, that exemption would be available only to 
individuals whose gross income does not exceed $40,000 for single individuals or $60,000 for 
married individuals filing a joint income tax return. 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 bill also requires the Commissioner of Revenue to establish a use tax 
enforcement unit within the D~partment 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 report and pay use tax. · 

S.F. No. 833 (Sams) 

This bill extends the agricultural homestead treatment to agricultural property that is being 
actively farmed by the grandson or granddaughter of the owner or of the owner's spouse. Under 
current law, property would qualify as an agricultural homestead only if it is actively farmed by the 
owner, the owner's spouse, or the son or daughter of one of them. 



S.F. No.1476 (Sams) 

Section 1 applies the limited market value law to homestead resort property. It also delays 
by· one year the phase-out of the limited market value law that applies not only to this new category 
of property but also, as under current law, to homestead and nonhomestead agricultural and 
residential property, timberland, and cabins. 

Section 2 provides that for the 2005 assessment only) the valuation of a homestead resort may 
not exceed the greater of 130 percent of its 2002 assessed value or its value for the 2002 assessment 
year plus 40 percent of the difference in value between its 2005 assessment and its 2002 assessment. 
For assessment years 2006 and later, the limited market value law will apply to these homestead 
resort properties. 

Section 3 provides that the value of a homestead resort classified as class 1 c property is 
determined only with reference to its value as that type of property and not with respect to any 
potential development value. The assessor will continue to determine the amount of value that 
would otherwise be attributed to the property, i.e., its potenti~ development value. However, as in 
the green acres law for agricultural land, the property will be taxed only on its value as a homestead 
resort. When the property no longer qualifies for this treatment, it is subject to a recapture of the 
additional taxes based on the difference between its value as a homestead resort and its potential 
development value over the preceding seven years. This recapture is subject to the limitation that 
the potential development value of the property may not exceed the likely sale price it would have 
had, had it been sold at an arm's length transaction. If special assessments are imposed on the 
property after June 30, 2005, the payments on the special assessments will be deferred as long as the 
property qualifies under this provision. This does not apply to special assessments for public water 
and sewer systems. When the property ceases to qualify, all deferred special assessments plus 
interest must be paid and will be spread over the time remaining until the bonds issued for the 
improvement which was the subject of the assessment are paid off. When property that has 
benefitted from this treatment is sold, no additional taxes or deferred special assessments will be 
required to be paid as long as the property continues to qualify and the new owner files an · 
application for this purpose. 

Section 4 reduces the class rate on homestead resorts from one percent to .55 percent on the 
first $500,000 of market value of the property. 

Section 5 provides an income tax credit of ten percent of the first $300,000 of qualifying 
expenditures, which are amounts spent for the acquisition, construction, or improvement ofbuildings 
or facilities, including sewer and water systems, docks, and sidewalks, . or for the acquisition of 
equipment located at or acquired for use at a resort. Qualifying expenditures include appliances, 
carpet, furniture, information systems and related equipment, generators, and renewable energy 
equipment and systems, but do not include boats and other watercraft. The credit under this 
provision is available both to the homestead and the larger nonhomestead resorts. The credit is not 
refundable but if the amount of the credit exceeds the taxpayer's income tax liability for the taxable 
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year, the excess may be carried forward to the 15 following taxable years. The credit is available for 
taxable years 2006 through 2011. 

Section 6 provides a sales tax exemption for construction materials and supplies used or 
consumed in expanding or making capital improvements to a resort. The tax must be paid upon 
purchase and then would be refunded. No more than $10,000 in refunds will be available in any 
calendar year for any resort. 

S.F. No. 1497 <Poeemiller) 

This bill clarifies that revenue recapture applies to fines imposed for petty misdemeanors. 
Under current law, revenue recapture is used for criminal fin.~s but does not extend to petty 
misdemeanors. 

S.F. No. 812 (Gaither) 

This bill authorizes the Commissioner of Revenue to pay a property tax refund claim up to 
30 days earlier than what is permitted under law for the payment of claims if the claim is submitted 
to the Commissioner by electronic means. 

S.F. No. 26 (Solon) 

This bill extends from December 31, 2005, to December 31, 2007, the date by which the 
Department of Revenue must begin to administer the Duluth local sales tax, which is currently 
administered by the city. 

S.F. No. 1484 <Moua) 

This bill 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. 

JZS:cs 
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01/18/05 rR~VISOR ] XX/VM 05-1674 

Agenda#l 

Senators Gaither, Michel and Scheid introduced-

S.F. No. 812: Referred to the Committee on Taxes. 

1 A bill for an act 

2 relating to taxation; property tax refund; authorizing 
3 early payment on returns filed electronically; 
4 amending Minnesota Statutes 2004, section 290A.07, by 
5 adding a subdivision. 

6 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

7 Section 1. Minnesota Statutes 2004, section 290A.-07, is 

8 amended by adding a subdivision to read: 

9 Subd~ 5. (EARLY PAY~ENT; E-FILE CLAIMS.] The commissioner 

10 may pay a claim up to 30 days earlier than the first permitted 

-11 date under subdivision 2a or 3 if the claim is submitted by 

12 electronic means. 

13 [EFFECTIVE DATE.] This section is effective the day 

14 following final enactment. 

1 



MINNESOTA· REVENUE 

PROPERTY TAX REFUNDS 
Early Payment of Refunds for Claims 
Filed Electronically 

March 14, 2005 
Yes No 

Separate Official Fiscal Note 
Requested x 

Fiscal Impact 
DOR Administrative 

Department of Revenue 
Costs/Savings x 

Analysis of H.F. 549 (Johnson, J.) I S.F. 812 (Gaither) 
Fund Impact 

F.Y. 2006 F.Y. 2007 F.Y. 2008 F.Y. 2009 
(OOO's) 

General Fund . $0 $0 $0 

Effective the day following final enactment. 

EXPLANATION OF THE BILL 

Current Law: Property tax refunds ·for renters and mobile home owners who file claims by 
June 15th are sent out between August 1st and 15th. Property tax refunds for homeowners who 
file claims by August 1st are sent out between September 15th and 30th. Claimants who file after 
these dates generally receive their property tax refunds within 60 days after they file. 

Proposed Law: Renters and homeowners who file property tax refund claims electronically may 
receive their refunds up to 30 days earlier. Renters' refunds could be sent out as early as July 1st 
to 15th, and homeowners' refunds could be sent out as early as August 15th to 30th. 

REVENUE ANALYSIS DETAIL 

• If property tax refunds for those who file electronically were sent out one month earlier, there 
would be no fiscal impact. The refunds would be sent out in the same fiscal year under both 
the current law and the proposed law. 

Number of Taxpayers: Approximately 39,500 taxpayers filed their 2003 property tax refund 
claim electronically out of a total of 557 ,000 claims. It is not known how many more claimants 
might file electronically as a result of this bill. 

hfil549(sfil812)/hp 

Source: Minnesota Department of Revenue 
Tax Research Division . 
http://www.taxes.state.mn.us/taxes/legal_policy 

$0 



SF 812 
Accelerated Payment of Property Tax Refund 

for Electronically Submitted Returns 

Processing Costs 

$4.00 II Mailed ($3.88) 

$3.00 O e-Filed ($1.24) 

$2.00 

$1.00 

$0.00 
Cost I Return 

Source: Mn DOR 
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Filing Facts 

For Tax Year 2003 (Filing Year 2004): 

M1 M1PR 

e-Filed 1,488,229 

Mailed 927,334 

(62%) 

(38%) 

o e-Flled 

II Malled 

e-Filed 

Mailed 

Why? 

One MAJOR reason ••• 

M1 

Quicker f 
Refunds • 

39,477 (13%) 

254,504 . (87%) 

Source: Mn DOR 

M1PR 
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The Statute 

(As interpreted by Mn DOR) 

""Refunds for renters and mobile 
homeowners will be sent out after 
August 1 and before August 15, or 60 
days after receipt of the application!! 
whichever is later. Refunds for 
homeowners will be sent out after 
September 15!1 and before September 
30, or 60 days after receipt of the 
application!! whichever is later."" 

SF 812 Opportunity 

"30 Days Earlier" -

• Addresses shortcoming 
in existing statutes 

• Provides incentive for 
taxpayers to e-file 

• Keeps state 
disbursements in same 
budget year 

3 



11/19/04 [REVISOR J.MR/DN 05-0405 

Agenda#2 
Senators Solon and Cohen introduced--

S.F. No. 26: Referred to the Committee on Taxes. 

1 A bill for an act 

2 relating to taxation; delaying the requirement that 
3 the Department of Revenue administer local sales taxes 
4 for the city of Duluth; amending Laws 2001, First 
5 Special Session chapter 5, article· 12, section 82, as . 
6 amended. 

7 BE IT ENACTED BY THE LEGISLATOR~ OF THE STATE OF MINNESOTA: 

8 Section 1. Laws 2001, First Special Session chapter 5, 

9 article 12, section 82, the effective date, as amended by Laws 

10 2002, chap~er 377, article 3, section 23, is amended to read: 

11 .[EFFECTIVE DATE.] This section is effective for sales and 

12 purchases made·after December 31, %005 2007. 

1 



MINNESOTA· REVENUE 

SALES AND USE TAX 
Duluth City Sales Tax Administration 

March 11, 2005 Yes No 
Separate Official Fiscal Note 
Requested x 

Fiscal Impact 
DOR Administrative 
Costs/Savings x 

Department of Revenue 
Analysis of S.F. 26 (Solon) I H.F. 101 (Jaros) 

Fund Impact 
F.Y. 2006 F.Y. 2007 F.Y. 2008 F.Y. 2009 

(OOO's) 
General Fund $0 $0 $0 

Effective after December 31, 2007 

EXPLANATION OF THE BILL 

Current Law: The city of Duluth currently administers the city sales and use tax. State 
administration of the tax begins after December 31, 2005. 

Proposed Law: The bill extends city administration of the tax by two years, through 
December 31, 2007. 

REVENUE ANALYSIS DETAIL 

The bill has no impact on state funds. 

sfil026(hfD 101)_1/tfe 

Source: Minnesota Department of Revenue 
Tax Research Division 
http://www.taxes.state.mn.us/taxes/legal_policy 
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02/22/05 [REVISOR ] XX/VM 05-2903 

Agenda#3 

Senators Belanger; Kierlin; Johnson, D.J.; Tomassoni and Pogemiller introduced-

S.F. No.1338: Referred to the Committee on Taxes. 

1 A bill for an act 

2 relating to taxation; providing filing requirements 
3 for use tax; limiting the de minimus exemption; 
4 providing instructions to the commissioner; amending 
5 Minnesota Statutes 2004, sections 289A.ll, subdivision 
6 l; 289A.18, subdivision 4, by adding a subdivision; 
7 297A.67, subdivision 21; 297A.83, subdivision 1. 

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

9 Section 1. Minnesota Statutes 2004, section 289A.11, 

10 subdivision 1, is amended to read: 

11 Subdivision 1. (RETURN REQUIRED.] Except as provided in 

12 section 289A.18, stthdivisien subdivisions 4 and 4a, for the 

13 month in which taxes imposed by chapter 297A are payable, or for 

14 which a return is due, a return for the preceding reporting 

15 period must be filed with the commissioner in the form and 

16 manner the commissioner prescribes. A person making sales at 

17 retail at two or more places of business may file a consolidated 

18 return subject to rules prescribed by the commissioner. In 

19 computing the dollar amount of items on the return, the amounts 

20 are rounded off to the nearest whole dollar, disregarding 

21 amounts less than 50 cents and increasing amounts of 50 cents to 

22 99 cents to the next highest dollar. 

23 Ne~wi~fiseanain~-efiis-stthaivisien7-e-~ersen-wfie-~s-nee 

24 reeieired-ee-he±d-e-sa±es-~ax-~ermi~-ttnder-eha~~er-%9~A-and-whe 

25 makes-anntta±-~ttrehases-e£-±ess-~fian-$%875ee-ena~-are-stthjeee-ee 

26 ene-ttse-eax-im~esed-hy-seee~en-%9TA•637-may-£i±e-an-anntta±-ttse 

Section 1 1 



02/22/05 [REVISOR ] XX/VM 05-2903 

1 ~ax-re~ttrn-en-a-£erm-preseribed-~y-~ne-ee:mmissienerT--%£-a 

2 persen-whe-~tta%i£ies-£er-an-anntta%-ttse-eax-rep~rein~-period-is 

3 re~tt~red-~e-eb~ain-a-sa%es-~ax-permi~-er-makes-ttse-~ax-pttrenases 

4 in-exeess-e£-$%87599-dttrin~-~he-ea%endar-year;-ehe-reperein~ 

5 : peried-mttse-be-eensidered-ended-a~-~he-end-e£-~he-meneh-in-whieh 

6 ~he-permi~-is-app%ied-£er-er-~fte-pttrehase-in-exeess-e£-$%8;590 

7 is-made-and-a-re~ttrn-mtts~-be-£i%ed-£er-~fte-preeedin~-reper~in~ 

8 periedT 

9 [EFFECTIVE DATE.] This section is effective for purchases 

10 made on and after July 1, 2005. 

11 Sec. 2. Minnesota Statutes 2004, section 289A.18, 

12 subdivision 4, is amended to read: 

13 Subd. 4. [SALES AND USE TAX RETURNS.] (a) Sales and use 

14 tax returns must be filed on or before the 20th day of the month 

15 following the close of the preceding reporting period, 

16 except ~ha~-anntta%-ttse-~ax returns provided for under see~ien 

17 %89AT%%;-sttbdivisien-%7-mtts~-be-£i%ed-by-Apri%-%5-£e%%ewin~-ehe 

18 e%ese-e£-~he-ea%endar-year subdivision 4a, in the case of 

19 individuals. Annual use tax returns of businesses, including 

20 sole proprietorships, and annual sales tax returns must be filed 

21 by February 5 following the close of the calendar year. 

22 (b) Returns for the June reporting period filed by 

23 retailers required to remit thefr June liability under section 

24 289A.20, subdivision 4, paragraph (b), are due on or before 

25 August 20. 

26 (c) If a retailer has an average sales and use tax 

27 liability, including local sales and use taxes administered by 

28 the commissioner, equal to or less than $500 per month in any 

29 quarter of a calendar year, and has substantially complied with 

30 the tax laws during the preceding four calendar quarters, the 

31 retailer may request authorization to file and pay the taxes 

32 quarterly in subsequent calendar quarters. The authorization 

33 remains in effect during the period in which the retailer's 

34 quarterly returns reflect sales and use tax liabilities of less 

35 than $1,500 and there is continued compliance with state tax 

36 laws. 

Section 2 2 
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1 (d) If a retailer has an average sales and use tax 

2 liability, including local sales and use taxes administered by 

3 the commissioner, equal to or less than $100 per month during a 

4 calendar year, and has substantially complied with the tax laws 

5 during that period, the retailer may request authorization to 

6 file and pay the taxes annually in subsequent years. The 

7 authorization remains in effect during the period in which the 

8 retailer's annual returns reflect sales and use tax liabiiities 

9 of less than $1,200 and there is continued compliance with state 

10 tax laws. 

11 (e) The commissioner may also grant quarterly or annual 

12 filing and payment authorizations to retailers if the 

13 commissioner concludes that the retailers' future tax 

14 liabilities will be less than the monthly totals identified in 

15 paragraphs (c) and (d). An authorization granted under this 

16 paragraph is subject to the same conditions as an authorization 

17 granted under paragraphs (c) and (d). 

18 (f) A taxpayer who is a materials supplier may report gross 

19 receipts either on: 

20 (1) the cash basis as the consideration is received; or 

21 (2) the accrual basis as sales are made. 

22 As used in this paragraph, "materials supplier" means a person 

23 who provides materials for the improvement of real property; who 

24 is primarily engaged in the sale of lumber and building 

25 materials-related products to owners, contractors, 

26 subcontractors, repairers, or consumers; who is authorized to 

27 file a mechanics lien upon real property and improvements under 

28 chapter 514; and who files with the commissioner an election to 

29 file sales and use tax returns on the basis of this paragraph. 

30 (g) Notwithstanding paragraphs (a) to (f), a seller that is 

31 not a Model 1, 2, or 3 seller, as those terms are used in the 

32 Streamlined Sales and Use Tax Agreement, that does not have a 

33 legal requirement to register in Minnesota, and that is 

34 registered under the agreement, must file a return by February 5 

35 following the close of the calendar year in which the seller 

36 initially registers, and must file subsequent returns on 

Section 2 3 
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1 February 5 on an annual basis in succeeding years. 

2 Additionally, a return must be submitted on or before the 20th 

3 day of the month following any month by which sellers have 

4 accumulated state and local tax funds for the state in the 

5 amount of $1,000 or more. 

6 [EFFECTIVE DATE.] This section is effective for purchases 

7 on and after July 1, 2005. 

8 Sec. 3. Minnesota Statutes 2004, section 289A.18, is 

9 amended by adding a subdivision to read: 

10 Subd. 4a. [USE TAX RETURNS FOR INDIVIDUALS.] Individuals 

11 who are subject to the use tax imposed under section 297A.63 may 

12 file and pay use tax owed on purchases for personal use under 

13 their Social Security number as follows: 

14 (1) on the individual income tax return for the calendar 

15 year in which the purchases are made; 

16 (2) on the form for making payments of the individual 

17 income tax estimated payments under section 289A.25 for the 

18 calendar quarter in which the purchases are made; or 

19 (3) on the individual use tax return, in the form 

20 prescribed by the commissioner, for purchases made in a calendar 

21 quarter, to be filed on or before the 20th day of the month 

22 following the close of the preceding quarter. 

23 [EFFECTIVE DATE.] This section is effective for purchases 

24 made on and after July 1, 2005, and for income tax returns 

25 required to be filed for tax years beginning after December 31, 

26 2004. 

27 Sec. 4. Minnesota Statutes 2004, section 297A.67, 

28 subdivision 21, is amended to read: 

29 Subd. 21. [DE MINIMIS EXEMPTION.] A purchase subject to 

30 use tax under section 297A.63 is exempt if (1) the purchase is 

31 made by an individual for personal use, and (2) the total 

32 purchases that are subject to the use tax do not excee4 $770 in 

33 the calendar year, and (3) the gross income as defined in 

34 section 290.01, subdivision 20, of the individual does not 

35 exceed $40,000 for a single individual, or $60,000 for married 

36 individuals filing a joint income tax return. For purposes of 

Section 4 4 
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1 this subdivision, "personal use" includes purchases for gifts. 

2 Tf an individual makes purchases subject to use tax of more than 

3 $770 in the calendar year, the individual must pay the use tax 

4 on the entire amount. This exemption does not apply to 

5 purchases made from retailers who are required.or registered to 

6 collect taxes under this chapter. 

7 [EFFECTIVE DATE.] This section is effective for purchases 

8 on and after July 1, 2005. 

9 Sec. 5. Minnesota Statutes 2004, section 297A.83, 

10 subdivision 1, is amended to read: 

11 Subdivision 1. [PERSONS APPLYING.] (a) A retailer required 

12 to collect and remit sales taxes under section 297A.66 shall 

13 file with the commissioner an application for a permit. 

14. (b) A retailer making retail sales from outside this state 

15 to a destination within this state who is not required to obtain 

16 a permit under paragraph (a) may nevertheless voluntarily file 

17 an application for a permit. 

18 (c) The commissioner may require any person or class of 

19 persons obligated to file a use tax return under section 

20 289A.11, subdivision 3, to file an application for a permitL 

21 except an individual allowed to file and pay use tax under 

22 section 289A.18, subdivision 4a, is not required to obtain a 

23 permit. 

24 [EFFECTIVE DATE.] This section is effective for purchases 

25 on and after July 1, 2005. 

26 Sec. 6. [USE TAX ENFORCEMENT.] 

27 The commissioner shall establish a use tax enforcement unit 

28 within the Department of Revenue to conduct direct compliance 

29 activities that will increase payment of use tax. The 

30 commissioner shall inform and educate taxpayers about the 

31 requirement to pay use tax. The commissioner shall also conduct 

32 an information campaign targeted to higher income individuals, 

33 attorneys, accountants, and tax preparers to advise individuals 

34 and tax professionals of the obligation to report and pay use 

35 tax. 

36 [EFFECTIVE DATE.] This section is effective July 1, 2005. 
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MINNESOTA· REVENUE 

SALES AND USE TAX 
Individual Use Tax Filing Requirements 

March 14, 2005 Yes No 

Department of Revenue 
Analysis of S.F. 1338 (Belanger) 

Separate Official Fiscal Note 
Requested 

Fiscal Impact 
DOR Administrative 
Costs/Savings 

Fund Impact 

x 

x 

F.Y. 2006 F.Y. 2007 F.Y. 2008 F.Y. 2009 
· (OOO's) 

General Fund Unknown Unknown Unknown Unknown 

. . 
Effective for sales.and purchases.made on or after July 1, 2005, and for income tax returns to be filed 
for tax years beginning after December 31, 2004. 

EXPLANATION OF THE BILL 

Current Law: Purchases that would otherwise be subject to use tax are exempt if made by an 
. individual for personal use and do not exceed $770 of taxable purchases per individual per 

calendar year ($50 of tax at the 6.5% state rate). If such purchases exceed .$770, the entire 
amount is taxable. If use tax is owed on purchases less than $18,500 and the purchaser is not a 
sales tax·permit holder, payment is due on April 15th of the following year. If the amount is 
$18,500 or more, payment is due by the 20th day of the month following the purchase. 

Proposed Law: The bill modifies the current de minimis use tax exemption by limiting it to 
individuals whose gross income does not exceed $40,000, or $60,000 for married individuals 
filing a joint income tax return. 

The bill also eliminates the provision relating to purchases less than .$18,500 and provides that 
individual use tax liabilities may be paid on the individual income tax return for the calendar year 
in which the purchases were made, on the form for making quarterly estimated income tax 
·payments for the quarter in which the purchases were made, or on the individual use tax form .to 
. be filed by the 20th day of the month following the close of the preceding quarter. 

The bill establishes a use tax enforcement unit in the Department of Revenue to conduct direct 
compliance ~ctivities ~d informational campaigns to increase payment of the use tax. 



Department of Revenue 
Analysis ofS.F. 1338 
Page2 

REVENUE ANALYSIS DETAIL 

March 14, 2005 

• The estimated cost of the de minimis exemption is published in the 2004 Minnesota Tax 
Expenditure Budget. The fiscal year 2006 estimate is $7 .5 million. 

• Based on tax incidence analysis, it is estimated that joint filers with incomes $60,000 and 
over and single filers with 1ncomes $40,000 and over pay about 67% of the individual sales 
tax. It is expected that the portion of use tax purchases would be distributed similar to sales 
tax purchases. However, the amount of use tax that would actually be collected if the 
exemption were restricted is not known. 

• This analysis does not attempt to estimate how much additional revenue would be raised 
from increased compliance activities. 

Number of Taxpayers: Unknown 

sf1338 II rrs 

Source: Minnesota Department of Revenue 
Tax Research Division 
http://www.taxes.state.mn.us/taxes/legal_policy 



01/28/05 [REVISOR ] .XX/JK 

Senators Skoe, Tomassoni, Sams, Saxbaug and Ruud introduced-

S.F. No. 779: Referred to the Committee on Taxes. 

1 A bill for an act 

05-2168 

2 relating to taxation; reducing the class rate that 
3 applies to homestead resorts; amending Minnesota 
4 Statutes 2004, section 273.13, subdivision 22. 

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

6 Section 1. Minnesota Statutes 2004, section 273.13, 

7 subdivision 22, is amended to read: 

8 Subd. 22. [CLASS l.] (a) Except as provided in subdivision 

9 23 and in paragraphs (b) and (c), real estate which is 

10 residential and used for homestead purposes is class la. In the 

11 case of a duplex or triplex in which one of the units is used 

12 for homestead purposes, the entire property is deemed to be used 

13 for homestead purposes. The market value of class la property 

14 must be determined based upon the value of the house, garage, 

15 and land. 

16 The first $500,000 of market value of class la property has 

17 a net class rate of one percent of its market value; and the 

18 market value of class la property that exceeds $500,000 has a 

ia . ~las~ r~r.~ of 1.25 percent of its market value. 

20 (b) Class lb property includes homestead real estate or 

21 homestead manufactured homes used for the purposes of a 

22 homestead by 

23 (1) any person who is blind as defined in section 2560.35, 

24 or the blind person and the blind person's spouse; or 

25 (2) any person, hereinafter referred to as "veteran," who: 

Section 1 1. 
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1 (i) served in the active military or naval service of the 

2 United States; and 

3 (ii) is entitled to compensation under the la.ws and 

4 regulations of the United States for permanent and total 

5 service-connected disability due to the ·loss, or loss of use, by 

6 reason of amputation, ankylosis, progressive muscular 

7 dystrophies, or paralysis, of both lower extremities, such as to 

8 preclude motion without the aid of braces, crutches, canes, or a 

9 wheelchair; and 

10 (iii) has acquired a special housing unit with special 

11 fixtures or movable facilities made necessary by the nature of 

12 the veteran's disability, or the surviving spouse of the 

13 deceased veteran for as long as the surviving spouse retains the . 

14 special housing unit as a homestead; or 

15 (3) any person who is permanently and totally disabled. 

16 Property is classified and assessed under clause (3) only 

17 if the government agency or income-providing source certifies, 

18 upon the request of the homestead occupant, that the homestead 

19 occupant satisfies the disability requirements of this paragraph. 

20 Property is classified and assessed pursuant to clause (1) 

21 only if the commissioner of revenue certifies to the assessor 

22 that the homestead occupant satisfies the requirements of this 

23 paragraph. 

24 Permanently and totally disabled for the purpose of this 

25 subdivision means a condition which is permanent in nature and 

26 totally incapacitates the person from working at an occupation 

27 which brings the person an income. The first $32,000 market 

28 value of class lb property has a net class rate of .45 percent 

29 of its market value. The remaining market value of class lb 

30 . property has a class rate using the rates for class la or class 

31 2a property, whichever is appropriate, of similar market value. 

32 (c} Class le property is commercial use real property that 

33 abuts a lakeshore line and is devoted to temporary and seasonal 

34 residential occupancy for recreational purposes but not devoted 

35 to commercial purposes for more than 250 Qays in the year 

~6 preceding the year of assessment, and that includes a portion 

Section l 2 

\ 

f 



01/28/05 [REVISOR ] XX/JK 05-2168 

1 used as a homestead by the owner, which includes a dwelling 

2 occupied as a homestead by a shareholder of a corporation that 

3 owns the resort, a partner in a partnership that owns the 

4 resort, or a member of a· limited liability company that owns the 

5 resort even if the title to the homestead is held_by the 

6 corporation, partnership, or limited liability company. For 

7 purposes of this clause, property is devoted to a commercial 

8 purpose on a specific day if any portion of the property, 

9 excluding the portion used exclusively as a homestead, is used 

10 for residential occupancy and a fee is charged for residential 

11 occupancy. The first $5991999 $600,000 of market value of class 

12 le property has a class rate of one 0.55 percent, and the 

13 remaining market value of class le property has a class rate of 

14 one percent, with the following limitation: the area of the 

15 property must not exceed 100 feet of lakeshore footage for each 

16 cabin or campsite located on the property up to a total of 800 

17 feet and 500 feet in depth, measured away from the lakeshore. 

18 If any portion of the class le resort property is classified 

19 class 4c under subdivision 25, the entire proper·ty .must meet 

20 requirements of subdivision 25, paragraph (d), clause (1), to 

21 qualify for class le treatment under this paragraph. 

as 

the 

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 

&- -- "'•-••.; .,...ft'IO'l"\+-
.l.1.6~&tt.a. "-'-:1"* .. J:"••· ...... -- znd proo~.1ce 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. 

Section 1 3 



01/28/05 [REVISOR ] XX/JK 05-2168 

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. 

4 



MINNESOTA· REVENUE 

March 11, 2005 

Department of Revenue 
Analysis of S.F. 779 (Skoe)/ H.F. 972 (Howes) 

F.Y. 2006 

General Fund $0 

Effective for taxes payable 2006 and thereafter. 

EXPLANATION OF THE BILL 

PROPERTY TAX 
Commercial Seasonal Recreational 
Classification Rate 

Yes No 
Separate Official Fiscal Note 
Requested x 

Fiscal Impact 
DOR Administrative 
Costs/Savings x 

Fund Impact 
F.Y. 2007 F.Y. 2008 F.Y. 2009 

(OOO's) 
($41) ($42) ($42) 

The bill would change the classification rate for Class 1 c commercial seasonal recreational property 
from 1 % to 0.55%, and increase the bracket from $500,000 to $600,000. 

REVENUE ANALYSIS DETAIL 

• The proposal was simulated on a taxes payable 2005 property tax model. 
• Due to the lower class rate on Class 1 c property, taxes would be shifted onto other property types. 

Some of the shift would be onto homesteads and result in higher property tax refunds. Property 
tax refunds are estimated to increase $42,000 per year. 

Number of Taxpayers: Unknown. 

sfil779(hfil972) 1 I LM 

Source: Minnesota Department of Revenue 
Tax Research Division 
http://www.taxes.state.mn.us/taxes/legal_policy 
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1 Senator ••... moves to amend S.F. No. 779 as follows: 

2 Page 3, line 12, after the comma, insert ", the market 

3 value that exceeds $600,000 but does not exceed $1,600,000 has a 

4 class rate of one percent," 

5 Page 3, strike lines 14 to 21 and insert "1.25 percent." 

6 Page 4, after line 4, insert: 

7 "Sec. 2. Minnesota statutes 2004, section 273.13, 

8 subdivision 25, is amended to read: 

9 Subd. 25. [CLASS 4.] (a) Class 4a is residential real 

10 estate containing four or more units and used or held for use by 

11 the owner or by the tenants or lessees of the owner as a 

12 residence for rental periods of 30 days or more. Class 4a also 

13 includes hospitals licensed under sections 144.50 to 144.56, 

14 other than hospitals exempt under section 272.02, and contiguous 

15 property used for hospital purposes, without regard to whether 

16 the property has been platteq or subdivided. The market value 

17 of class 4a property has a class rate of 1.8 percent for taxes 

18 payable in 2002, 1.5 percent for taxes payable in 2003, and 1.25 

19 percent for taxes payable in 2004 and thereafter, except that 

20 class 4a property consisting of a structure for which 

21 construction commenced after June 30, 2001, has a class rate of 

22 1.25 percent of market value for taxes payable in 2003 and 

23 subsequent years. 

24 (b) Class 4b includes: 

25 (1) residential real estate containing less than four units 

26 that does not qualify as class 4bb, other than seasonal 

27 residential recreational property; 

28 (2) manufactured homes not classified under any other 

29 provision; 

30 (3) a dwelling, garage, and surrounding one acre of 

31 property on a nonhomestead farm classified under subdivision 23, 

32 paragraph (b) containing two or three units; and 

33 (4) unimproved property that is classified residential as 

34 determined under subdivision 33. 

35 The market value of class 4b property has a class rate of 

36 1.5 percent for taxes payable in 2002, and 1.25 percent for 
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1 taxes payable in 2003 and thereafter. 

2 (c) Class 4bb includes: 

3 (1) nonhomestead residential real estate containing one 

4 unit, other than seasonal residential recreational property; and 

· 5 (2) a single family .dwelling, garage, and surrounding one 

6 acre of property on a nonhomestead farm classified under 

7 subdivision 23, paragraph (b). 

8 Class 4bb property has the same class rates as class la 

9 property under subdivision 22. 

10 Property that has been classified as seasonal residential 

11 recreational property at any time during which it has been owned 

12 by the current owner or spouse of the current owner does not 

13 qualify for class 4bb. 

14 (d) Class 4c property includes: 

15 (1) except as provided in subdivision 22, paragraph (c), 

16 real property devoted to temporary and seasonal residential 

17 occupancy for recreation purposes, including real property 

18 devoted to temporary and seasonal residential occupancy for 

19 recreation purposes and not devoted to commercial purposes for 

20 more than 250 days in the year preceding the year of 

21 assessment. For purposes of this clause, property is devoted to 

22 a commercial purpose on a specific day if any portion of the 

23 property is used for residential occupancy, and a fee is charged 

24 for residential occupancy. In order for a-property to be 

25 classified as class 4c, seasonal residential recreational for 

26 commercial purposes, at least 40 percent of the annual gross 

27 lodging receipts related to the property must be from business 

28 conducted during 90 consecutive days and either (i) at least 60 

29 percent of all paid bookings by lodging guests during the year 

30 must be for periods of a-C least two consecutive nights; or (ii) 

31 at least 20 percent of the annual gross receipts must be from 

32 charges for rental of fish houses, boats and motors, 

33 snowmobiles, downhill or cross-country ski equipment, or charges 

34 for marina services, launch services, and guide services, or the 

35 sale of bait and fishing tackle. For purposes of this 

36 determination, a paid booking of five or more nights shall be 
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1 counted as two bookings. Class 4c also includes commercial use 

2 real property used exclusively for recreational purposes in 

3 conjunction with class 4c property devoted to temporary and 

4 seasonal residential occupancy for recreational purposes, up to 

5 a .total of two acres, provided the property is not devoted to 

6 commercial recreational use for more than 250 days in the year 

7 preceding the year of assessment and is located within two miles 

8 of the class 4c property with which it is used. e~ass-4e 

14 property devoted to temporary and seasonal residential occupancy 

15 for recreation purposes and all or a portion of which was 

16 devoted to commercial purposes for not more than 250 days in the 

17 year preceding the year of assessment desiring classification as 

18 class le or 4c, must submit a declaration to the assessor 

19 designating the cabins or units occupied for 250 days or less in 

20 the year preceding the year of assessment by January 15 of the 

21 assessment year. Those cabins or units an~ a proportionate 

22 share of the land on which they are located will be designated 

23 class le or 4c as otherwise provided. The remainder of the 

24 cabins or units and a proportionate share of the land on which 

25 they are located will be designated as class 3a. The owner of 

26 .property desiring designation as class le or 4c property must 

27 provide guest registers or other records demonstrating that the 

28 units for which class le or 4c designation is sought were not 

29 occupied for more than 250 days in the year preceding the 

30 assessment if so requested. The portion of a property operated 

31 as a (1) restaurant, (2) bar, (3) gift shop, and (4) other 

32 nonresidential facility operated on a commercial basis not 

33 directly related to temporary and seasonal residential occupancy 

34 for recreation purposes shall not qualify for class le or .4c; 

35 (2) qualified property used as a golf course if: 

36 (i) it is open to the public on a daily fee basis. It may 
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1 charge membership fees or dues, but a membership fee may not be 

2 required in order to use the property for golfing, and its green 

3 fees for golfing must be comparable to green fees typically 

4 charged by municipal courses; and 

5 (ii) it meets the requirements of section 273.112, 

6 subdivision 3, paragraph (d). 

7 A structure used as a clubhouse, restaurant, or place of 

8 refreshment in conjunction with the golf course is classified as 

9 class 3a property; 

10 (3) real property up to a maximum of one acre of land owned 

11 by a nonprofit community service oriented organization; provided 

12 that the property is not used for a revenue-producing activity 

13 for more than six days in the calendar year preceding the year 

14 of assessment and the property is not used for residential 

15 purposes on either a temporary or permanent basis. For purposes 

16 of this clause, a "nonprofit community service oriented 

17 organization" means any corporation, society, association, 

18 foundation, or institution organized and operated exclusively 

19 for charitable, religious, fraternal, civic, or educational 

20 purposes, and which is exempt from federal income taxation 

21 pursuant to section 50l(c) (3), (10), or (19) of the Internal 

22 Revenue Code of 1986, as amended through December 31, 1990. For 

23 purposes of this clause, "revenue-producing activities" shall 

24 include but not be limited to property or that portion of the 

25 property that is used as an on-sale intoxicating liquor or 3.2 

26 percent malt liquor establishment licensed under chapter 340A, a 

27 restaurant open to the public, bowling alley, a retail store, 

28 gambling conducted by organizations licensed under chapter 349, 

29 an insurance business, or office or other space leased or rented 

30 to a lessee who conducts a for-profit enterprise on the 

31 premises. Any portion of the property which is used for 

32 revenue-producing activities for more than six days in the 

33 calendar year preceding the year of assessment shall be assessed 

34 as class 3a. The use of the property for social events open 

35 exclusively to members and their guests for periods of less than 

36 24 hours, when an admission is not charged nor any revenues are 
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1 received by the organization shall not be considered a 

2 revenue-producing activity; 

3 (4) postsecondary student housing of not more than one acre 

4 of land that is owned by a nonprofit corporation organized under 

5 chapter 317A and is used exclusively by a student cooperative, 

6 sorority, or fraternity for· on-campus housing or housing located 

7 within two miles of the border of a college campus; 

8 (5) manufactured home parks as defined in section 327.14, 

9 subdivision 3; 

10 (6) real property that is actively and exclusively devoted 

11 to indoor fitness, health 1 social, recreational, and related 

12 uses, is owned and operated by a not-for-profit corporation, and 

13 is located within the metropolitan area as defined in section 

14 473.121, subdivision 2; 

15 (7) a leased or privately owned noncommercial aircraft 

16 storage hangar not exempt under section 272.01, subdivision 2, 

17 and the land on which it is located, provided that: 

18 (i) the land is on an airport owned or operated by a city, 

19 town, county, Metropolitan Airports Commission, or group 

20 thereof; and 

21 (ii) the land lease, or any ordinance or signed agreement 

22 restricting the use of the leased premise, prohibits commercial 

23 activity performed at the hangar. 

24 If a hangar classified under this clause is sold after June 

25 30, 2000, a bill of sale must be filed by the new owner with the 

26 assessor of the county where the property is located within 60 

27 days of the sale; and 

28 (8) residential real estate, a portion of which is used by 

29 the owner for homestead purposes, and that is also a place of 

30 lodging, if all of the following criteria are met: 

31 (i) rooms are provided for rent to transient guests that 

32 generally stay for periods of 14 or fewer days; 

33 (ii) meals are provided to persons who rent rooms, the cost 

34 of which is incorporated in the basic room rate; 

35 (iii) meals are not provided to the general public except 

36 for special events on fewer than seven days in the calendar year 
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1 preceding the year of the assessment; and 

2 (iv) the owner is the operator of the property. 

3 The market value subject to the 4c. classification under this 

4 clause is limited to· five rental units. Any rental units on the 

5 property in excess of five, must be valued and assessed as class 

6 3a. The portion of the. property used for purposes of a 

7 homestead by the owner must be classified as class la property 

8 under subdivision 22. 

9 Class 4c property has a class rate of 1.5 percent of market 

10 value, except that (i) each parcel of .seasonal residential 

11 recreational property not used for commercial purposes has the 

12 same class rates as class 4bb property, (ii) manufactured home 

13 parks assessed under clause (5) have the same class rate as 

14 class 4b property, (iii) commercial-use seasonal residential 

15 recreational property has a class rate of one percent for the 

16 first $500,000 of market value, which includes any market value 

17 receiving the one percent rate under subdivision 22, and 1.25 

18 percent for the remaining market value, (iv) the market value of 

19 property described in clause (4) has a class rate of one 

20 percent, (v) the market value of property described in clauses 

21 (2) and (6) has a class rate of 1.25 percent, and (vi) that 

22 portion of the market value of property in clause (8) qualifying 

23 for class 4c property has a class rate of 1.25 percent." 

24 Amend the title as follows: 

25 Page 1, line 4, delete "subdivision" and insert 

26 "subdivisions" and after 11 22 11 insert ", 25" 

6 
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Senators Sams, Pogemiller and Ruud introduced-

S.F. No. 1476: Referred to the Committee on Taxes. 

l A bill for an act 

Agenda#4 

2 relating to taxation; expanding limited market value 
3 to include certain small resorts; extending limited 
4 market value one additional year; providing a 
5 valuation deferment for certain resorts; providing a 
6 resort income tax investment credit; providing sales 
7 tax refund for certain resort expenditures; amending 
a Minnesota Statutes 2004, sections 273.11, subdivision 
9 la, by adding a subd~vision; 273.13, subdivision 22; 

10 290.06, by adding a subdivision; 297A.71, by adding a 
11 subdivision; 297A.75; proposing coding for new law in 
12 Minnesota Statutes,' chapter 273. · 

13 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

14 Section 1. Minnesota Statutes 2004, section 273.11, 

15 subdivision la, is amended to read: 

16 Subd. la. [LIMITED MARKET VALUE.] In the case of all 

17 property classified as agricultural homestead or nonhomestead, 

18 residential homestead or nonhomestead, timber, or noncommercial 

19 seasonal residential recreational, or class le resort property, 

20 the assessor shall compare the value with the taxable portion of 

21 the value determined in the preceding assessment, except that 

22 for class le resort property for assessment year 2005, the 

23 assessor shall determine the limited market value as provided in 

24 subdivision lb. If any. portion of the class le resort is not 

25 classified class le, only the portion of the value of the 

26 property that is classified as class le property qualifies under 

27 this section. 

28 For assessment year 2002, the amount of the increase shall 

29 not exceed the greater of (1) ten percent of the value in the 
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1 preceding assessment, or (2) 15 percent of the difference 

2 between the current assessment and the preceding assessment. 

3 For assessment year 2003, the amount of the increase shall 

4 not exceed the greater of (1) 12 percent of the value in the 

5 preceding assessment, or (2) 20 percent of the difference 

6 between the current assessment and the ·preceding assessment. 

7 For assessment year years 2004 and 2005, the amount of the 

8 increase shall not exceed the greater of C.l) 15 percent of the 

9 value in the preceding assessment, or (2) 25 percent of the 

10 difference between the current assessment and the preceding 

11 assessment. 

12 For assessment year i665 2006, the amount of the increase 

13 shall not exceed the greater of (1) 15 percent of the value in 

14 the preceding assessment, or (2) 33 percent of the difference 

15 between the current assessment and the preceding assessment. 

16 For assessment year i666 2007, the amount of the increase 

17 shall not exceed the greater of (1) 15 percent of the value in 

18 the preceding assessment, ·or (2) SO percent of the difference 

19 between the current assessment and the preceding assessment. 

20 This limitation shall not apply to increases in value due 

21 to improvements. For purposes of this subdivision, the term 

22 "assessment" means the value prior to any exclusion under 

23 subdivision 16. 

24 The provisions of this subdivision shall be in effect 

25 through assessment year i666 2007 as provided in this 

26 subdivision. 

27 For purposes of the assessment/sales ratio study conducted 

28 under section 127A.48, and the computation of state aids paid 

29 under chapters 122A, 123A, 123B, 1240, 125A, 126C, 127A, and 

30 477A, market values and net tax capacities determined under this 

31 subdivision and subdivision 16, shall be used. 

32 [EFFECTIVE DATE.] This section is effective for assessment 

33 years 2005 through 2007, for taxes payable in 2006 through 2008. 

34 Sec. 2. Minnesota Statutes 2004, section 273.11, is 

35 amended by adding a subdivision to read: 

36 Subd. lb. [CLASS lC RESORTS; 2005 ASSESSMENT ONLY.] For 
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1 assessment year 2005, the valuation on class le resort property 

2 shall not exceed the greater of (1) 130 percent of the·value of 

3 its 2002 assessment, or (2) its value for the 2002 assessment 

4 year plus 40 percent of the difference in value between its 2005 

5 assessment and its 2002 assessment. The valuation increase on 

6 class le resort property for assessment year 2006 and thereafter 

7 shall be determined under subdivision la. 

8 [EFFECTIVE DATE.] This section is effective the day 

9 following final enactment. 

10 Sec. 3. [273.1115] [HOMESTEAD RESORTS; VALUATION AND 

11 DEFERMENT.] 

12 Subdivision 1. [REQUIREMENTS.] Real property qualifying 

13 for classification as class le under section 273.13, subdivision 

14 22, paragraph (c), is entitled to valuation and tax deferment 

15 under this section, provided that if part of a resort is not 

16 classified as class le, only that portion of the value of the 

17 property that is classified as class le property qualifies under 

18 this section. 

19 Subd. 2. [DETERMINATION OF VALUE.] Upon timely application 

20 by the owner, as provided in subdivision·4, the value of real 

21 property described in subdivision 1 must be determined by the 

22 assessor solely with reference to its value as class le 

23 property, notwithstanding sections 272.03, subdivision 8, and 

24 273.11. The assessor shall not consider any added values 

25 resulting from other factors. 

26 Subd. 3. [SEPARATE DETERMINATION OF MARKET VALUE AND TAX.] 

27 The assessor shall, however, make a separate determination of 

28 the estimated market value of the real estate based on its 

29 highest and best most likely use, such as lakeshore development 

30 of residential single-family or multifamily homes or condominium 

31 units. The assessor shall record on the property assessment 

32 records the.tax based upon the value so determined, the 

33 appropriate class rate, and the appropriate local tax rate 

34 applicable to the property in the taxing district. 

35 Subd. 4. [APPLICATION.] Application for deferment of taxes 

36 and assessment under this section must be filed by May 1 of the 
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1 year prior to the year in which the taxes are payable. The 

2 application must be filed with the assessor of the taxing 

3 district in which the real property is located on a form 

4 prescribed by the commissioner of revenue. The assessor may 

5 require proof by affidavit or otherwise that the property 

6 qualifies under subdivision 1. An application approved by the 

7 assessor continues in effect for subsequent years until the 

8 property no longer qualifies under subdivision 1. 

9 Subd. 5. [ADDITIONAL TAXES.] When real property valued and 

10 assessed under this section no longer qualifies under 

11 subdivision 1, the portion no longer qualifying is subject to 

12 additional taxes, in the amount equal to the difference between 

13 the taxes determined in accordance with subdivision 2, and the 

14 amount determined under subdivision 3, provided, however, that 

15 the amount determined under subdivision 3 must not be greater 

16 than it would have been had the actual bona fide sale price of 

17 the real property at an arm's-length transaction.been used in 

18 lieu of the market value determined under subdivision 3. The 

19 additional taxes must be· extended against the property on the 

20 tax list for the current year, except that no interest or 

21 penalties may be levied on the additional taxes if timely paid, 

22 and except that the additional taxes must only be levied with 

23 respect to the last seven years that the property has been 

24 valued and assessed under this section. 

25 Subd. 6. [TIMELY PAID.] For purposes of this section, 

26 "timely paid" means paid (1) within 60 days after notification 

27 from the county that the property no longer qualifies, or (2) 

28 prior to the recording of the conveyance of the property, 

29 whichever is earlier. 

30 Subd. 7. [LIEN.] The tax imposed by this section is a lien 

31 on the property assessed to the same extent and for the same 

32 duration·as other taxes imposed on property within this state. 

33 The tax must be annually extended by the county auditor and when 

34 payable must be collected and distributed in the manner provided 

35 by law for the collection and distribution of other property 

36 taxes. 
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1 Subd. 8. [SPECIAL LOCAL ASSESSMENTS.] The payment of 

2 special local assessments levied after June 30, 2005, for 

3 improvements made to any real property described in subdivision 

4. 2, together with the interest thereon must, on timely· 

5 application under subdivision 4, be deferred as long as the 

6 property qualifies under subdivision 1. If special assessments 

7 against the property have been deferred under this subdivision, 

8 the governmental unit shall file with the county recorder in the 

9 county in which the property is located a certificate containing 

10 the legal description of the affected property and of the amount 

11 deferred. When the property no longer qualifies under 

12 subdivision 1, all deferred special assessments plus interest 

13 are payable in equal installments spread over the time remaining 

14 until the last maturity date of the bonds issued to finance the 

15 improvement for which the assessments were levied. The 

16 provisions of section 469.061, subdivision 2, apply to the 

17 collection of these installments. If the bonds have matured, 

18 the deferred special assessments plus interest are payabie 

19 within 60 days. Penalty must not be levied on the special 

20 assessments if timely paid. 

21 Subd. 9. [CONTINUATION OF TAX TREATMENT UPON SALE.] When 

22 real property qualifying under subdivision 1 is sold, no 

23 additional taxes or deferred special assessments plus interest 

24 may be extended against the property if: 

25 (1) the property continues to qualify pursuant to 

26 subdivision l; and 

27 (2) the new owner files an application for continued 

28 deferment within 30 days after the sale. 

29 Subd. 10. [APPLICABILITY OF SPECIAL ASSESSMENT 

30 PROVISIONS.] This section applies to special local assessments 

31 levied after June 30, 2005, and payable in the years thereafter, 

32 but shall not apply to any special assessments levied at any 

33 time by a county or district court under the provisions of 

34 chapter 116A. 

35 [EFFECTIVE DATE.] This section is effective for taxes 

36 levied in 2005, payable in 2006, and thereafter. For 
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1 applications fo·r the 2005 assessment for taxes payable in 2006 

2 only, the application deadline in subdivision 4 is extended to 

3 August 1, 2005. 

4 Sec. 4. Minnesota Statutes 2004, section 273.13, 

5 subdivision 22, is amended to read: 

6 Subd. 22. [CLASS l.] (a) Except as provided in subdivision 

7 23 and in paragraphs (b) and (c), real estate which is 

8 residential and used for homestead purposes is class la. In the 

9 case of a duplex or triplex in which one of the units is used 

10 for homestead p~rposes, the entire property is deemed to be used 

11 for homestead purposes. The market value of class la property 
. . 

12 must be determined based upon the value of the house, garage, 

13 and land. 

14 .The first $500,000 of market value of class la property has 

15 a net class rate of one percent of its market value; and the 

16 market value of class la property that exceeds $500,000 has a 

17 class rate of 1.25 percent of its market value. 

18 (b). Class lb property includes homestead real estate or 

19 homestead manufactured.homes used for the purposes of a 

20 homestead by 

21 (1) any person who is blind as defined in section 2560.35, 

22 or the blind.person and the blind person's spouse; or 

23 (2) any person, hereinafter referred to as "veteran," who: 

24 (i) served in the active military or naval service of the 

25 United States; and 

26 {ii) is entitled to compensation under the laws and· 

27 regulations of the United States for permanent and total 

28 service-connected disability due to the loss, or loss of use, by 

29 reason of amputation, ankylosis, progressive muscular 

30 dystrophies, or paralysis, of both lower extremities, such as to 

31 preclude motion without the aid of braces, crutches, canes, or a 

32 wheelchair; and 

33 (iii) has acquired a special housing unit with special 

34 fixtures or movable facilities made necessary by the nature of 

35 the veteran's disability, or the .surviving spouse of the 

36 deceased veteran for as long as the surviving spouse retains the 
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1 special housing unit as a homestead; or 

2 (3) any person who is permanently and totally disabled. 

3 Property is classified and assessed under clause (3) only 

4 if the government agency or income-providing source certifies, 

5 upon the request of the homestead occupant, that the homestead 

6 occupant satisfies the disability requirements of this paragraph. 

7 Property is classified and assessed pursuant to clause (1) 

8 only if the commissioner of revenue certifies to the assessor 

9 that the homestead occupant satisfies the requirements of this 

10 paragraph. 

11 Permanently and totally disabled for the purpose of this 

12 subdivision means a condition which is permanent in nature and 

13 totally incapacitates the person from working at an ··occupation 

14 which brings the person an income. The first $32,000 market 

15 value of class lb property has a net class rate of .45 percent 

16 of its market value. The remaining market value of class lb 

17 property has a class rate using the rates for class la or class 

18 2a ·property, whichever is appropriate, of similar market value. 

19 (c) Class le property is commercial use real property that 

20 abuts a lakeshore line and is devoted to temporary and seasonal 

21 residential occupancy for recreational purposes but not devoted 

22 to commercial purposes for more than 250 days in ~he year 

23 preceding the year of assessment, and that includes a portion 

24 used as a homestead by the owner, which includes a dwelling 

25 occupied as a homestead by a shareholder of a corporation that 

26 owns the resort, a partner in a partnership that owns the 

27 resort, or a member of a limited liability company that owns the 

28 resort even if the title to the homestead is held by the 

29 corporation, partnership, or limited liabitity company. For 

30 purposes of this clause, property is devoted to a commercial 

31 purpo.se on a specific day if any portion of the property, 

32 · excluding the portion used exclusively as a homestead, is used 

33 for residential occupancy and a fee is charged for residential 

34 occupancy. The first $500,000 of market value of class le 

35 property has a class rate of ene 0.55 percent, and the remaining 

36 market value of class le property has a class rate of one 
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1 percent, with the following limitation: the area of the 

2 property must not exceed 100 feet of lakeshore footage for each 

3 cabin or campsite located on the property up to a total of 800 

4 feet and 500 feet in depth, measured away from the lakeshore. 

5 If any portion of the class le resort property is classified as 

6 class 4c under subdivision 25, the entire property must meet the 

7 requirements of subdivision 25, paragraph (d), clause (1), to 

8 qualify for class le treatment under this paragraph. 

9 (d) Class ld property includes stru~tures that meet all of 

10 the following criteria: 

11 (1) the structure is located on property t~at is classified 

12 as agricultural property under section 273.13, subdivision 23; 

13 (2) the structure is occupied exclusively by seasonal farm 

14 workers during the time when they work on that farm, and the 

15 occupants are not charged rent for the privilege of occupying 

16 the property, provided that use of the structure for storage of 

17 farm equipment and produce does not disqualify the property from 

18 classification under this paragraph; 

19 ( 3) .the structure meets all applicable health and safety 

20 requirements for the appropriate season; and 

21 (4) the structure is not salable as residential property 

22 because it does not comply with local ordinances relating to 

23 location in relation to streets or roads. 

24 The market value of class ld property has the same class 

25 rates as class la property under paragraph (a). 

26 [EFFECTIVE DATE.] This section is effective for assessment 

27 year 2005, taxes payable in 2006, and thereafter. 

28 Sec. 5. Minnesota Statutes 2004, section 290.06, is 

29 amended by adding a subdivision to read: 

30 Subd. 32. [RESORT INVESTMENT CREDIT.] (a) A seasonal 

31 recreational investment credit is allowed against the tax due 

32 under this chapter equal to ten percent of the amount paid or· 

33 incurred by the taxpayer, on the first $300,000 of gualifying 

34 expenditures made in the gualifying period. 

35 (b) "Qualifying expenditures" means for purposes of this 

36 subdivision the amount spent for the acquisition, construction, 
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1 or improvement of buildings or facilities, including land 

2 improvements such as sewer and water systems, docks, and 

3 sidewalks, or the acquisition of equipment, located at or 

4 acquired for use at a resort, including the following, if 

5 acquired for use at a resort: 

6 (1) appliances, carpet, and furniture; 

7 (2) information systems and related peripheral equipment; 

8 and 

9 (3) generators and renewable energy equipment and systems. 

10 Qualifying expenditures do not include boats and other 

11 watercraft. Qualifying expenditures only include amounts that 

12 are capitalized and deducted under either section 167 or 179 of 

13 the Internal Revenue Code in computing federal taxable income. 

14 (c) "Resort" means for purposes of this subdivision a 

15 resort classified as class le or 4c under section 273.13, 

16 subdivision 22 or 25, including any portion of a·lc or 4c resort 

17 classified as class 3 under section 273.13, subdivision 24. 

18 (d) The credit is limited to the liability for tax,· as 

19 computed under this chapter for the taxable year. If the amount 

20 of the credit determined under this section for any taxable year 

21 exceeds· this limitation, the excess is a seasonal recreational 

22 investment credit carryover to each of the 15 succeeding taxable 

23 years. The entire amount of the excess unused credit for the 

24 taxable year is carried first to the earliest of the taxable 

25 years to which the credit may be carried and then to each · 

26 successive year to which the credit may be carried. The amount 

27 of the unused credit which may be added under this paragraph 

28 shall not exceed the taxpayer's liability for tax less the 

29 seasonal recreational investment credit for the taxable year. 

30 (e) The qualifying period is that time after December 31, 

31 2005, and before January 1, 2012. 

32 (f) The $30,000 maximum credit applies at the entity level 

33 for partnerships, S corporations, trusts, and estates as well as 

34 at the individual level. In the case of married individuals, 

35 the credit is limited to $30,000 for a married couple. 

36 [EFFECTIVE DATE.] This section is effective for tax years 
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1 beginning after December 31, 2005. 

2 Sec. 6. Minnesota Statutes 2004, section 297A.71, is 

3 amended by adding a subdivision to read: 

4 Subd. 33. [CONSTRUCTION MATERIALS AND SUPPLIES; CERTAIN 

5 RESORTS.] Construction materials and supplies used or consumed 

6 in physically expanding or making capital improvements to a · 

7 resort classified as class le or 4c, under section 273.13, 

8 subdivision 22 or 25, including any portion of a le or 4c resort 

9 classified as class 3 under section 27.3 .13, subdivision 24, are 

10 exempt, up to a maximum refund of $10,000 in each calendar year 

11 for each resort. The tax must be imposed and collected as if 

12 the rate under section 297A.62, subdivision 1, applied, .and then 

13 refunded in the manner provided in section 297A.75. 

14 [EFFECTIVE DATE.] This section is effective for sales and 

15 ·purchases made after June 30, 2005. 

16 Sec. 7. Minnesota Statutes 2004, section 297A.75, is· 

17 amended to read: 

18 297A.75 [REFUND; APPROPRIATION.] 

19 Subdivision 1. [TAX COLLECTED.] The tax on the gross 

20 receipts from the sale of the following exempt items must be 

21 imposed and collected as if the sale were taxable and the rate 

22 under section 297A.62, subdivision 1, applied. 'The exempt items 

23 include: 

24 (1) .capital equipment exempt under section 297A.68, 

25 subdivision 5; 

26 (2) building materials for an agricultural processing 

2T facility exempt under section 297A.71, subdivision 13; 

28 (3) building materials for mineral production facilities 

29 exempt under .section 297A. 71, subdivision 14; 

30 (4) building materials for correctional facilities under 

31 section 297A.71, subdivision 3; 

32 (5) ·building materials used in a residence for disabled 

33 veterans exempt under section 297A.71, subdivision 11; 

34 (6) chair lifts, ramps, elevators, and associated building 

35 materials exempt under section 297A.71, subdivision 12; 

36 (7) building materials for the Long Lake Conservation 
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1 Center exempt under section 297A.71, subdivision 17; 

2 (8) materials, supplies, fixtures, furnishings, and 

3 equipment for a county law enforcement and family service center 

4 under section.297A.71, subdivision 26; and 

5 (9) materials arid supplies for qualified low-income housing 

6 under section 297A.71, subdivision 23; and 

7 (10) materials and supplies for gualified resorts under 

8 section 297A.71, subdivision 33. 

9 Subd. 2. [REFUND; ELIGIBLE PERSONS.] Upon application on 

10 forms prescribed by the commissioner, a refund equal to the tax 

11 paid on the gross receipts of the exempt items must be paid to 

12 the applicant. Only the following persons may apply for the 

13 refund: 

14 (1) for subdivision 1, clauses (1) to (3), the applicant 

15 must be the purchaser; 

16 (2) for subdivision 1, clauses (4), (7), and (8), the 

17 applicant must be the gove.rnmental subdivision; 

18 (3) for subdivision 1, clause (5), the applicant must be 

19 the recipient of the benefits provided in United States Code~ 

20 title 38, chapter 21; 

21 (4) for subdivision 1, clause (6), the applicant must be 

22 the owner of the homestead property; and 

23 (5) for subdivision 1, clause (9), the owner of the 

24 qualified low-income housing project; and 

25 (6) for subdivision 1, clause (10), the owner of the resort. 

26 Subd. 3. [APPLICATION.] (a) The application must include 

27 sufficient information to permit the commissioner to verify the 

28 tax paid. If the tax was paid by a contractor, subcontractor, 

29 or builder, under subdivision 1, clause (4), (5), (6), (7), (8), 
r 

30 or (9), or (10), the contractor, subcontractor, or builder must 

31 furnish to the refund applicant a statement including the cost 

32 of the exempt items and the taxes paid on the items unless 

33 otherwise specifically provided by this subdivision. The 

34 provisions of sections 289A.40 and 289A.50 apply to refunds 

35 under this section. 

36 {b) An applicant may not file more than two applications 
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1 per calendar year for refunds for taxes paid on capital 

2 equipment exempt under section 297A.68, subdivision 5. 

3 Subd. 4. [INTEREST.] Interest must be paid on the refund 

4 at the rate in section 270.76 from 90 days after the refund 

5 claim is filed with the commissioner for taxes paid under 

6 subdivision 1. 

7 Subd. 5. [APPROPRIATION.] The amount required to make the 

8 refunds is annually appropriated to the commissioner. 

9 [EFFECTIVE DATE.] This section is effective for sales and 

10 purchases made after June 30, 2005. 

12 



MINNESOTA· REVENUE 

March 15, 2005 

Preliminary Analysis 

Department of Revenue 
Analysis of H.F. 1499 (Simpson) I S.F. 1476 (Sams) 

F.Y. 2006 

Income Tax $0 
Sales and Use Tax ($800) 
Market Value Homestead Credit $0 
Market Value Farmland Credit $0 
Homeowner Property Tax Refund $0 
Targeting ~ 
General Fund Total ($800) 

Various effective dates. 

EXPLANATION OF THE BILL 

Property Tax 

PROPERTY, SALES, INCOME TAX 
Commercial Seasonal Recreational 
Tax Exemptions and Credits 

Yes No 
Separate Official Fiscal Note 
Requested x 

Fiscal Impact 
DOR Administrative 
Costs/Savings x 

FundlmRact 
F.Y. 2007 F.Y. 2008 F.Y. 2009 

(OOO's) 
($1,200) ($1,200) ($1,200) 

($800) ($800) ($800) 
($2,300) ($2,800) ($2,900) 

($250) ($300) ($310) 
($1,080) ($1,080) ($1,080) 

$110 $110 $110 
($5,520) ($6,070) ($6,180) 

The bill would add 1 c commercial seasonal recreational property to the li1)1ited market value (LMV) 
program. The LMV program phase-out and sunset schedule is delayed one year. For assessment year 
2005 only, the valuation on class 1 c property shall not exceed the greater of 1.30% of its 2002 
assessment, or its 2002 assessment plus 40% of the difference in value between its 2005 and 2002 
assessments. 

The bill would create a property tax deferment for class 1 c commercial seasonal recreational property. 
Property owners must apply to county assessors for the deferment. Assessors will keep two sets of 
values for qualifying property. One value will be at highest and best use, and the other (lower) valuation 
will be as class 1 c commercial seasonal recreational property. Taxes will be computed on both values, 
and the difference will be the tax amount deferred. The current and last three years of deferred taxes 
without penalty or interest are due when the property no longer qualifies for the deferment. A lien is 
imposed against deferred taxes. Special assessments may also be deferred. Deferment may continue 
after a sale if the property still qualifies as class 1 c and the new owner applies for the deferment. 

The bill would decrease the classification rate for 1 c commercial seasonal recreational property from 
1.0% to 0.55% on the first $500,000 of market value. 



Department of Revenue 
Analysis of H.F. 1499 I S.F. 1476 
Page two 

EXPLANATION OF THE BILL (Continued) 

Income Tax 

March 15, 2005 

The bill establishes an investment credit of 10% of amounts spent by resorts with property tax 
classification 1 c or 4c, for construction, acquisition or improvement of depreciable capital items 
(except watercraft) at any time during a six year period beginning January 1, 2006. The maximum 
credit obtainable over that period is $30,000. The credit claimed in any year is nonrefundable but 
unused portions may be carried over to succeeding years. 

Sales and Use Tax 

Effective July 1, 2005, the bill provides a sales and use tax exemption up to $10,000 of tax per 
calendar year for construction materials and supplies used in physically expanding or making 
capital improvements to class 1 c and 4c resorts, including any portion of a resort classified as class 
3 commercial property. The exemption would be administered as a tax refund. The tax must first 
be paid, after which the owner may file a refund claim filed with the Department of Revenue. 

REVENUE ANALYSIS DETAIL 

Property Tax 
• Sections 1 and 4·ofthe proposal were analyzed on a taxes payable 2005 property tax simulation 

model and February 2005 forecast baseline. 
• Market value credit for homesteads would increase by $2.8 million in pay 2006, $2.8 million in 

pay 2007, and $2.9 million in pay 2008 if the phase-out were delayed. Because the homestead 
MV credit decreases as a property's market value exceeds $76,000, increases in market value 
cause a drop in credit. Delay of the phase-out lowers the market yalue of a homestead, thereby 
increasing the credit for properties over $76,000 compared to current law. Due to the school 
aid recognition shift, the fiscal year estimates are $2.3 million for 2007, $2.8 million for 2008, 
and $2.9 million for 2009. 

• Farmland market value credit will increasewith the decrease in market values compared to 
current law attributable to the retention of LMV. Although there is a reduction factor in the 
formula, it plays a less significant role in the total than does the reduction factor for the 
homestead market value credit. The credit will increase by $290,000 in pay 2006, $300,000 in 
pay 2007, and $310,000 in 2008. Due to the school aid recognition shift, the fiscal year 
estimates are $250,000 for 2007, $300,000 for 2008, and $310,000 for 2009. 

• Due to the LMV delay and commercial seasonal recreational class shift, net taxes are shifted 
onto homestead property. Property tax refunds will increase $1. 08 million in pay 2006, 2007, 
and 2008. · 

• Targeting refunds will decrease $110,000 in pay 2006, 2007, and 2008 due to the delay of the 
LMV phaseout. 



Department of Revenue 
Analysis of H.F. 1499 I S.F. 1476 
Page three 

REVENUE ANALYSIS DETAIL (Continued) 

Income Tax 

March 15, 2005 

• About 950 resorts are estimated to qualify for investment tax credits under the bill. 
• Of these, about 15% are assumed to be class 4c resorts 
• Class 4c resorts are assumed to utilize the full investment credit of $30,000 each. 
• It was estimated that the other 810 "small" resorts would receive an investment tax credit of 

$3,500 each. 
• It was assumed that investment tax credits would be spread evenly over the six-year qualifying 

period. 

Sales Tax 
• Of 950 resorts, 60% of the sales tax benefit is expected to go t~ the largest 15%, or 

approximately 140 resorts. . 
• It was estimated that these resorts would pay $3,500 in sales and use tax annually for qualifying 

items. 
• It was estimated that the other 810 "small" resorts would pay $400 in sales and use tax annually 

for qualifying items. . . 
• The actual sales and use tax revenue impact by year can vary depending on when the claim was 

filed and the time required to process the claims. 

Number of Taxpayers: Approximately 950 resorts plus other types of property, including 
homesteads. 

hfl499(sfl476)_1 I Im, te, gt 

Source: Minnesota Department of Revenue 
Tax Research Division 
http://www.taxes.state.mn.us/taxes/legal_policy 
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Senators Pogemiller, Ranum and Belanger introduced-

S.F. No. 1497: Referred to the Committee on Taxes. 

1 A bill for an act 

Agenda#5 

2 relating to taxation; clarifying revenue recapture 
3 provisions to provide for the collection of fines for 
4 petty misdemeanors; amending Minnesota Statutes 2004, 
5 section 270A.03, subdivision s. 
6 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

7 Section 1. Minnesota Statutes 2004, section 270A.03, 

8 subdivision 5, is amended to read: 

9 Subd. 5. [DEBT.] "Debt" means a legal obligation of a 

10 natural person to pay a fixed and certain amount of money, which 

11 equals or exceeds $25 and which is due and payable to a claimant 

12 agency. The term includes criminal fines imposed under section 

13 609.10 or 609.125, fines imposed for petty misdemeanors as 

14 defined in section 609.02, subdivision 4a, and restitution. The 

15 term also includes the co-payment for the appointment of a 

16. district public defender imposed under section 611.17, paragraph 

17 (c). A debt may arise under a contractual or statutory 

18 obligation, a court order, or other legal obligation, but need 

19 not have been reduced to judgment. 

20 A debt includes any legal obligation of a current recipient 

21 of assistance which is based on overpayment of an assistance 

22 grant where that payment is based on a client waiver or an 

23 administrative or judicial finding of an intentional ·program 

24 violation; or where the debt is owed to a program wherein the 

25 debtor is not a client at the time notification is provided to 

Section 1 1 



02/23/05 [REVISOR ] JMR/SA 05-2986 

.1 initiate recovery under this chapter and the debtor is not a 

2 cµrrent recipient of food support, .transitional child care, or 

3 transitional medical assistance. · 

4 A debt does not include any legal obligation to pay a 

5 claimant agency for medical care, including hospi talizat.ion if 

·6 the income of the debtor at.the time when the.medical care was 

7 rendered does not exceed the following amount: 

8 (1) for an unmarrfed debtor, an income of $8,800 or l~ss; 

9 (2) for a debtor with one dependent, an income of $11,270 

10 or less; 

11 (3) for a debtor with two dependents, an income of $13,330 

12 or less; 

13 (4) for a debtor with three dependents, an income of 

14 $15,120 or less; 

15 

16 

17 

18 

19 

(5) for a debtor with foui:: dependents, an income of $15,950 

or less; and 

(6) for a debtor with five or more dependents, an income of 

$16,630 or less. 

The income amounts in this subdivision shall be adjusted 

20 for inflation for debts incurred in calendar years 2001 and. 

21 thereafter. The dollar amount of each income level that applied 

22 to debts incurred in the prior year shall be increased in the 

23 same manner as provided in section l(f) of the Internal Revenue 

24 Code of 1986, as amended through December 31, 2000, except that 

25 for the purposes of this subdivision the percentage increase 

26 shall be 4etermined from the year starting September 1, 1999, 

27 and ending August 31, 2000, as the base year for adjusting for 

28 inflation for debts incurred after December 31, 2000. 

29 Debt also includes an agreement to pay a MinnesotaCare 

30 premium, regardless of the dollar amount of the premium 

31 authorized under section 256L.15, subdivision la~ 

2 



MINN'ESOTA ·REVENUE 

INDIVIDUAL INCOME TAX 
PROPERTY TAX REFUND 
Revenue Recapture Provisions 

March 9, 2005 Yes No 
Separate Official Fiscal Note 
Requested x 

Fiscal Impact 
DOR Administrative 
Costs/Savings x 

Department of Revenue 
Analysis of H.F. 1526 (Simpson)/ S.F. 1497 (Pogemiller) 

Fund Impact 
F.Y. 2006 F.Y. 2007 F.Y. 2008 F.Y. 2009 

(OOO's) 
General Fund $0 $0 $0 

Effective August 1,. 2005 

EXPLANATION OF THE BILL 

Current Law: A claimant agency owed a debt by a person entitled to an income tax, property 
tax, or political contribution refund may have that refund applied to the satisfaction of the debt. 
Claimant agencies include state agencies, courts, and other public entities. Debt includes 
criminal fines. · 

Proposed Law: The definition of debt would be extended to include fines imposed for petty 
misdemeanors. 

REVENUE ANALYSIS DETAIL 

~ The bill would have no impact on the state general fund. 

Number of Taxpayers: Unknown 

hfl526(sfl497)_1/gt 

Source: Minnesota Department of Revenue 
Tax Research Division 
http://www.taxes.state.mn.us/taxes/legal_policy 
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Senators Moua, Anderson, Cohen and Pappas introduced-

S.F. No. 1484: Referred to the Committee on Taxes. 

1 A bill for an act 

( 

2 relating to the city of St. Paul; authorizing the 
3 Housing and Redevelopment Authori~y to establish tax 
4 increment financing subdistricts. 

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

6 Section 1. [ST. PAUL; HOUSING AND REDEVELOPMENT 

7 AUTHORITY.] 

8 Subdivision 1. [HOUSING AND REDEVELOPMENT 

9 SUBDISTRICTS.] For its tax increment financing districts 

10 identified in subdivision 2, the Housing and Redevelopment 

11 Authority of the city of St. Paul may establish subdistricts up 

12 to the number set forth for each tax increment financing 

13 district in subdivision 2. The subdistricts shall be treated as 

14 set forth in subdivision 3, notwithstanding the provisions of 

15 any other law to the contrary. 

16 Subd. 2 •. [DIVISION INTO SUBDISTRICTS; AUTHORITY.] The tax 

17 increment financi-ng districts with the following Ramsey County 

18 identification numbers may be divided into a number of 

19 subdistricts not to exceed the number set forth as follows: No. 

20 224/233, six subdistricts; No. 225, six subdistricts; No. 228, 

21 three subdistricts; and No. 234, two subdistricts. 

22 Subd. 3. [DESIGNATION OF PARCELS.] All parcels in a tax 

23 increment financing district listed in subdivision 2 must be 

24 assigned to a subdistrict. Each subdistrict established 

25 pursuant to this section shall consist of those parcels in the 

Section 1 1 
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1 tax increment financing district which are designated by the 

2 commissioners of the Housing and Redevelopment Authority of the 

3 city of St. Paul by resolution, which parcels need not be 

4 contiguous. For purposes of determining tax increments and the 

5 parcels treated as paying tax increments, each subdistrict shall 

6 be treated as a separate tax increment district. 

7 [EFFECTIVE DATE.] This section is effective the day after 

8 the governing body 9f St. Paul and its chief clerical officer 

9 comply with Minnesota Sfatutes, section 645.021, subdivisions 2 

10 and 3. 

2 



MINNESOTA· REVENUE 

PROPERTY TAX 
St. Paul TIF Subdistricts 

March 14, 2005 
Yes No 

Separate Official Fiscal Note 
Requested x 

Fiscal Impact 

Department of Revenue 
Analysis of S.F. 1484 (Moua) I H.F. 1613 (Lesch) 

DOR Administrative 
Costs/Savings x 

Fund Impact 
F.Y. 2006 F.Y. 2007 F.Y. 2008 F.Y. 2009 

(OOO's) 
General Fund $0 $0 $0 $0 

Effective upon local approval. 

EXPLANATION OF THE BILL 

Current Law: Tax increment financing (TIF) provides a means of financing municipal improvement 
projects. Types of districts include redevelopment districts, housing districts, economic development 
districts, soil condition districts, renewal and renovation districts, and hazardous substance· districts. 
Although these types of districts have particular distinguishing characteristics, all commonly possess 
the authority to retain the tax dollars generated by the "retained captured net tax capacity''. The 
captured net tax capacity equals the difference between the current year net tax capacity and the original 
net tax capacity of the properties within the TIF district. (The retained captured net tax capacity is after 
the subtraction of ~y fiscal disparity or shared value reductions and after any prior year net tax capacity 
adjustments.) Activity must commence within 5 years of district creation. 

Proposed Law: The bill would allow the Housing and Redevelopment Authority of the city of St. Paul 
to create 1 7 subdistricts within 4 TIF districts, as specified. All parcels in a listed TIF district must be 
included in a subdistrict, as designated by the commissioners of the Housing and Redevelopment 
Authority. Each subdistrict would be treated as a separate TIF district. 

REVENUE ANALYSIS DETAIL 

• The change may have an impact on the local tax base and tax rate in the future and result in a small 
increase in property tax refunds paid by the state. 

Number of Taxpayers: Unknown 

sfl 484(hfl 613)_1 I LM 

Source: Minnesota Department of Revenue 
Tax Research Division 
http://www.taxes.state.mn.us/taxes/legal_policy 
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Agenda#6 

Senators Sams, Langseth and Skoe introduced-

S. F. No. 833 Referred to the Committee on Taxes 

1 A bill for an act 

2 relating to taxation; property; extending .the special 
3 agricultural homestead to include grandsons and 
4 granddaughters; amending Minnesota Statutes 2004, 
5 section 273.124, subdivision 14. 

6 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

7 Section 1. Minnesota Statutes· 2004, section 273.124, 

8 subdivision 14, is amended to read: 

9 Subd. 14. . [AGRICULTURAL HOMESTEADS; SPECIAL PROVISIONS. ] 

10 (a) Real estate of less than ten acres that is the homestead of 

11 its owner must be classified as class 2a under section 273.13, 

12 subdivision 23, paragraph (a), if: 

13 (1) the parcel on which the house is located is contiguous 

14 on at least two sides to (i) agricultural land, (ii) land owned 

15 or administered by the United States Fish and Wildlife Service, 

16 or (iii) land administered by the Department of Natural 

17 Resources on ·which in lieu taxes are paid under sections 477A.ll 

18 to 477A.14; 

19 (2) its owner also owns a noncontiguous parcel of 
I 

20 agricultural land that is at least 20 acres; 

21 (3) the noncontiguous land is located not farther than four 

22 townships or cities; or a combination of townships or cities 

23 from the homestead; and 

24 (4) the agricultural use value of the noncontiguous land 

25 and farm buildings is equal to at least 50 percent of the market 

Section 1 1 
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1 value of the house, garage; and one .acre of land~ 

2 Homesteads initially classified as class 2a under the 

3 provisions of this paragraph shall remain classified as class 

4 2a, irrespective of subsequent changes in the use of adjoining 

5 proper.ties, as long as the homestead remains under the same 

6· ownership, the owner owns a noncontiguous parcel of agricultural 

7 land.that is at least 20 acres, and the agricultural use value 

8 qualifies unde·r clause ( 4). Homestead classification under ·this 

9 paragraph is limited to property that qualified under this 

10 paragraph for the 1998 assessment. 

11 {b){i) Agricultural property consisting of at least 40 

12 acres shall be classified as the owner's homestead, to the same 

13 extent as other agricultural homestead property, if ail of the 

14 following criteria are met: 

15 (1) the owner, the owner's spouse, or the son or daughter 

16 of the owner or owner's spouse, or the grandson or granddaughter 

17 of the owner or the owner's spouse, is actively farming the 

18 agricultural property, either on the person's own behalf as an 

19 individual or on behalf of .a partnership operating a family 

20 farm, family farm corporation, joint family farm venture, _or 

21 limited liability company of which the person is a partner, 

22 shareholder, or member; 

23 (2) both the owner of the agricultural property ·and the· 

24 person who is actively farming the agricultural property under 

25 clause (1), are Minnesota residents; 

26 (3) neither the owner nor the spouse of the owner claims 

27 another agricultural homestead irt Minnesota; and 

28 (4) neither the owner nor the person actively farming the 

29· property lives farther than four townships or cities, or a 

30 combination of four townships or cities, from the agricultural 

31 property, except that if the owner or the owner's spouse is 

32 required to live in employer-provided housing, the owner or 

33 owner's spouse, whichever is actively farming the agricultural 

34 property, may· live more than four townships or cities, or 

35· combination of four townships or cities from the agricultural 

36 property. 

Section 1 2 
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1 The relationship under this paragraph may be either by 

2 blood or marriage. 

3 (ii) Real property held by a trustee under a trust is 

4 eligible for agricultural homestead classification under this 

5 paragraph if the qualifications in clause (i) are met, except 

6 that "owner" means the granter of the trust". 

7 (iii) Property containing the resi4ence of an owner· who 

8 owns qualified property under clause (i) shall be classified as 

9 part of the owner's· agricultural homestead, if that property is 

10 also used for noncommercial storage or drying of agricultural 

11 crops. 

12 (c) Noncontiguous land shall be included as part of a 

13 homestead under section 273.13, subdivision 23, paragraph (a), . .. 

14 only if the homestead is classified as class 2a and the detached 

15 land is 19cated in the same township or city, or not farther 

16 than four townships or cities or combination thereof from the 

17 homestead. Any taxpayer of these noncontiguous lands must 

18 notify the county assessor that the noncontiguous land is part 

19 of the taxpayer's homestead, and, ff the homestead is located in 

20 another county, the taxpayer must also notify the assessor of 

21 the other county. 

22 (d) Agricultural land used for purposes of a homestead and 

23 actively farmed by a person holding a vested remainder interest 

24 in it must be classified as a homestead under section 273.13, 

25 subdivision 23, paragraph (a). If agricultural land is 

26 classified class 2a, any other dwellings on· ~he land used for 

27 purposes of a homestead by persons holding vested remainder 

28 interests who are actively engaged in farming the property, and 

29 up to one acre of the land .surrounding each homestead and 

30 reasonably necessary for the.use of the dw~lling as a home, must 

31 also be assessed class 2a. · 

32 (e) Agricultural land and buildinQS that were.class ·2a 

33 homestead property under section 273.13, subdivision 23, 

34 paragraph (a), for the 1997 assessment shall remain classified 

35 as agricultural homesteads for subsequent assessments if: 

36 (1) the· property owner abandoned the homestead dwelling 
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l. located on the agricultural homestead as a result of the April 

·2 1997 floods; 

3 (2) the property is located in the county of Polk, Clay, 

4 Kittson, Marshall, Norman, or Wilkin; 

5 (3) the agricultural land and buildings remain under the 

6 same ownership for the current assessment year as existed for 

7 the 1997 assessment year and continue to be used for 

8 agricultural purposes; 

9 (4) the dwelling occupied by the owner is located in 

10 Minnesota and is within 30 miles of one of the parcels of 

11 agricultural land that is owned by the taxpayer; and 

12. (5) the owner notifies the county assessor that the 

13 relocation was due to the 1997 floods, and the.owner furnishes 

14 the assessor a~y information deemed necessary by the assessor in 

15 verifying the change in dwelling •. Further notifications to the 

16 assessor are not required if the property continues to meet all 

17 the requirements in this paragraph and any dwellings on the 

18 agricultural land remain uninhabited. · 

19 {f) Agricultural land and buildings that were class 2a 

20 homestead property under section 273.13, subdivision 23, 

21 paragraph {a), for the 1998 assessment shall remain classified 

22 agricultural homesteads for subsequent assessments if: 

23 (1) the property owner abandoned the homestead dwelling 

24 located on the agricultural homestead· as a result of damage 

25 caused by a March 29, 1998,·tornado; 

26 (2) the property is located in the county of Blue Earth, 

27 Brown, 6ottonwoodi Lesueur, Nicollet, Nobles, or Rice; 

28 (3) the agricultural land and buildings remain under the 

29 same ownership for the current assessment year as existed for 

30 ·the 1998 assessment year; 

31 (4) the dwelling occupied by the owner is located in this 

32 state and is within 50 miles of one of the parcels of 

33 agricultural land that is owned by the taxpayer; and 

_ 34 (5) the owner notifies the county assessor that the 

35 relocation was due to a March 29, 1998, tornado, and the owner 

36 furnishes the assessor any information deemed necessary by the 
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1 assessor in verifying the change in homestead· dwelling. For 

2 taxes payable in 1999, the owner mqst notify the assessor by 

3 December 1, 1998. Further notifications to the assessor are not 

4 required if the property continues to meet all the requirements 

5 in this paragraph and any dwellings on the agricultural land 

6 remain uninhabited. 

7 (g) Agricultural property consisting of at least 40 acres 

8 of a family farm corporation, joint family farm venture, family 

9 farm limited liability company, or partnership operating a 

10 family farm as described under subdivision 8 shall be classified 

11 homestead, to the same extent as other agricultural homestead 

12 property, if all of the following criteria are ~et: 

~3 (1) a sh~reholder, member, or partner of that entity is 

14 actively farming the agricultural property; 

15 (2) that shareholder, member, or partner who is·actively 

16 farming the agricultural property is a Minnesota resident; 

17 (3) neither that shareholder, member, or partner, nor the 

18 spouse of that shareholder, member, or partner claims another 

19 agricultural homestead in Minnesota; and 

20 (4) that shareholder, member, or partner does not live 

21 farther· than four townships or cities, or a combination of four 

22 townships or cities, from the agricultural property. 

23 Homestead·treatment applies under this paragraph for 

24 property leased to a family farm corporation, joint ·farm 

25 venture, limited liability company, or partnership operating a 

26 family farm if legal title to the property is in the name of an 

27 individual who is a member, shareholder, or partner in the 

28 entity. 

29 (h) To be eligible for the special agricultural homestead 

30 under this subdivision, an initial full application must be 

31· submitted to the county assessor where the property is located. 

32 Owners and the persons ~ho are actively farming the property 

33 shall be required to complete only a one-page abbreviated 

34 version of the application in each subsequent year provided that 

35 none of the following items have changed since the initial 

36 application: 
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1 (1) the day-to-day operation, administration, and financial 

2 risks remain the same; 

3 (2) the owners and the persons actively ·farming the 

4 property continue to live within the four townships or city 

5 criteria and are Minnesota residents; 

.6 (3) the same operator of the ag~icultural property is 

7 listed with the Farm Service Agency"; 

8 (4) a Schedule F or equivalent income tax form was filed 

9 for the most recent year; 

10 (5) the property's acreage is unchanged; ·and 

11 (6) none of the property's acres have been enrolled in a 

12 federal or state farm program since the initial application.· 

13 The owners and any persons who are actively farming the 

14 property must include the appropriate Social Security numbers, 

15 and sign and date the application. If any of the specified 

16 information has changed since the full application was filed, 

17 the owner must notify the assessor, and must complete ·a new 

18 application to determine if the property continues to qualify 

19 for the special agricultural homestead. The commissioner of 

20 revenue shall prepare a standard reapplication form for use by 

21 the assessors. 

22· [EFFECTIVE DATE.] This section is effective for assessment 

23 year 2004 and thereafter, for taxes payable in 2005 and 

24 thereafter. 
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MINNESOTA· REVENUE 

PROPERTY TAX 
· Ag. Homestead - Grandchildren 

March 11, 2005 Yes No 
Separate Official Fiscal Note 
Requested x 

Fiscal Impact 
DOR Administrative 
Costs/Savings x 

Department of Revenue 
Analysis of H.F. 249 (Westrom) I S.F. 833 (Sams) 

Fund Impact 
F.Y. 2006 F.Y. 2007 F.Y. 2008 F.Y. 2009 

(OOO's) 
General Fund Total $0 (Negligible) (Negligible) (Negligible) 

Effective for taxes payable in 2005 and thereafter. 

EXPLANATION OF THE BILL 

Current Law: Sons and daughters of the owner or owner's spouse are eligible to receive 
agricultural homestead classification if they are actively fanning the property on the owner's 
behalf 

·Proposed Law: The proposal would add grandsons and granddaughters of the owner or owner's 
spouse to the family relationships eligible for agricultural homestead treatment. 

REVENUE ANALYSIS DETAIL 

• It is assumed that few additional parcels would become eligible for agricultural homestead 
treatment. · 

• A tax shift created by additional agricultural homestead classifications would shift tax burdens 
to other properties including homeowners. 

• The tax shift thus would increase homeowner property tax refunds by a negligible amount for 
taxes payable in 2006 and following years. The retroactive effective date to taxes payable in 
2005 would likely result in abatements, rather than a tax shift, for the one year. 

Number of Taxpayers Affected: Few agricultural homesteads. 

hfD249(sfD833) 1/ 1m 

Source: Minnesota Department of Revenue 
Tax Research Division 
http://www.taxes.state.mn.us/taxes/legal _policy 
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