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ARTICLE 1
INDIVIDUAL INCOME TAX

Section 1. Minnesota Statutes 2004, section 16A.152,
subdivision 2, is amended to read:

Subd. 2. [ADDITIONAL REVENUES; PRIORITY.] (a) If on the
basis of a forecast of general fund revenues and expenditures,
the commissioner of finance determines that there will be a
positive unrestricted budgetary general fund balance at the
close of the biennium, the commissioner of finance must allocate
money to the following accounts and purposes in priority order:

(1) the cash flow account established in subdivision 1
until that account reaches $350,000,000;

(2) the budget reserve account established in subdivision
la until that account reaches $653,000,000;

(3) the amount necessary to increase the aid payment
schedule for school district aids and credits payments in
section 127A.45 to not more than 90 percent; ané

(4) the amount necessaryv to restore all or a portion of the
net aid reductions under section 127A.441 and to reduce the
property tax revenue recognition shift under section 123B.75,
subdivision 5, paragraph (c), and Laws 2003, First Special
Session chapter 9, article 5, section 34, as amended by Laws

2003, First Special Session chapter 23, section 20, by the same

amount; and
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(5) the amount necessary to eliminate requirements for

accelerated payments of June tax liabilities under sections

287.12; 287.29; 289A.20, subdivision 4; 297F.09, subdivision 10,

and 297G.09, subdivision 9;

(6) the amount necessary to provide that interest is

payvable on claims for refunds of the sales tax paid on exempt

capital equipment from the date the claim is filed with the

commissioner and on other exempt items as provided in Minnesota

Statutes 2002, section 297A.75, subdivision 4; and

(7) the amount necessary to make payments of local

government aids and taconite aid reimbursements in four

installments in each of the months of March, July, September,

and November as provided in Minnesota Statutes 1980, section

477A.01.

(b) The amounts necessary to meet the requirements of this
section are appropriated from the general fund within two weeks
after the forecast is released or, in the case of transfers
under paragraph (a), clauses (3) and (4), as necessary to meet
the appropriations schedules otherwise established in statute.

(c) To the extent that a positive unrestricted budgetary
general fund balance is projected, appropriations under this
section must be made before any transfer is made under section
16A.1522.

(d) The commissioner of finance shall certify the total
dollar amount of the reductions under paragraph (a), clauses (3)
and (4), to the commissioner of education; The commissioner of
education shall increase the aid payment percentage and reduce
the property tax shift percentage by these amounts and apply
those reductions to the current fiscal year and thereafter.

Sec. 2. Minnesota Statutes 2004, section 290.01,
subdivision 7b, is amended to read:

Subd. 7b. [RESIDENT TRUST.] (a) Resident trust means a
trust, except a grantor type trust, which either (1) was created
by a will of a decedent who at death was domiciled in this state
or (2) is an irrevocable trust, the grantor of which was

domiciled in this state at the time the trust became
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irrevocable. For the purpose of this subdivision, a trust is
considered irrevocable to the extent the grantor is not treated
as the owner thereof under sections 671 to 678 of the Internal
Revenue Code. The term "grantor type trust" means a trust where
the income or'gains of the trust are taxable to the grantor or
others treated as substantial owners under sections 671 to 678
of the Internal Revenue Code.

(b) (1) A trust, other than a grantor type trust, that

became irrevocable before January 1, 1996, or that was

administered in Minnesota before January 1, 1996, is a resident

trust only if two or more of the following conditions are

satisfied:

(i) a majority of the discretionary decisions of the

trustees relative to the investment of trust assets are made in

Minnesota;

(ii) a majority of the discretionary decisions of the

trustees relative to the distributions of trust income and

principal are made in Minnesota;

(iii) the official books and records of the trust,

consisting of the original minutes of trustee meetings and the

original trust instruments, are located in Minnesota.

(2) For purposes of this paragraph, if the trustees

delegate decisions and actions to an agent or custodian, the

actions and decisions of the agent or custodian must not be

taken into account in determining whether the trust is

administered in Minnesota, if:

(i) the delegation was permitted under the trust agreement;

(ii) the trustees retain the power to revoke the delegation

on reasonable notice; and

(iii) the trustees monitor and evaluate the performance of

the agent or custodian on a regular basis as is reasonably

determined by the trustees.

[EFFECTIVE DATE.] This section is effective the day

following final enactment.
Sec. 3. Minnesota Statutes 2004, section 290.01,

subdivision 19a, as amended by S.F. No. 1683, is amended to read:
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Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For
individuals, estates, and trusts, there shall be added to
federal taxable income:

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

(ii) exempt-interest dividends as defined in section
852 (b) (5) of the Internal Revenue Code, except the portion of
the exempt-interest dividends derived from interest income on
obligations of the state of Minnesota or its political or
governmental subdivisions, municipalities, governmental agencies
or instrumentalities, but only if the portion of the
exempt-interest dividends from such Minnesota sources paid to
all shareholders represents 95 percent or more of the
exempt-interest dividends that are paid by the regulated
investment company as defined in section 851(a) of the Internal
Revenue Code, or the fund of the regulated investment company as
defined in sectioh 851(g) of the Internal Revenue Code, making
the payment; and

(iii) for the purposes of items (i) and (ii), interest on
obligations of an Indian tribal government described in section
7871 (c) of the Internal Revenue Code shall be treated as
interest income on obligations of the state in which the tribe
is located;

(2) the amount of income or sales and use taxes paid or

accrued within the taxable year under this chapter and income or

~sales and use taxes paid to any other state or to any province

or territory of Canada, to the extent allowed as a deduction
under section 63 (d) of the Internal Revenue Code, but the
addition may not be more than the amount by which the itemized
deductions as allowed under section 63(d) of the Internal
Revenue Code ekceeds the amount of the standard deduction as

defined in section 63(c) of the Internal Revenue Code of 1986,

Section 3 : 4



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

05/05/05 [COUNSEL ] JZS TAXITII-2

as amended through June 15, 2003. For the purpose of this
paragraph, the disaliowance of itemized deductions under section
68 of the Internal Revenue Code of 1986, income or sales and use
tax is the last itemized deduction disallowed;

(3) the capital gain amount of a lump sum distribution to
which the special~tax under section 1122 (h) (3) (B) (ii) of the Tax
Reform Act of 1986, Public Law 99-514, applies;

(4) the amount of income taxes paid or accrued within the
taxable year under this chapter and income taxes paid to any
other state or any province or territory of Canada, to the
extent allowed as a deduction in determining federal adjusted
gross income. For the purpose of this paragraph, income taxes
do not include the‘taxes imposed by sections 290.0922,
subdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729;

(5) the amount of expense, interest, or taxes disallowed
pursuant to section 290.10;

(6) the amount of a partner’s pro rata share of net income
which does not flow through to the partner because the-
partnership elected to pay the tax on the income under section
6242 (a) (2) of the Internal Revenue Code; and

(7) 80 percent of the depreciation deduction allowed under
section 168 (k) of the Internal Revenue Code. For purposes of
this clause, if the taxpayer has an activity that in the taxable
year generates a deduction for depreciation under section 168 (k)
and the activity generates a loss for the taxable year that the
taxpayer is not allowed to claim for the taxable year, "the
depreciation allowed under section 168 (k)" for the taxable year
is limited to excess of the depreciation claimed by the activity
under section 168 (k) over the amount of the loss from the
activity that is not allowed in the taxable vear. In succeeding
taxable years when the losses not allowed in the taxable year
are allowed, the depreciation under section 168 (k) is allowed;

(8) 80 percent of the amount by which the deduction allowed
by section 179 of the Internal Revenue Code exceeds the
deduction allowable by section 179 of the Internal Revenue Code

of 1986, as amended through December 31, 2003;
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1 (9) to the extent deducted in computing federal taxable

2 income, the amount of the deduction allowable under section 199
3 of the Internal Revenue Code;

4 (10) ée-the—extent-dedueted—in—eemputing-fedefai-Eaxabie

5 ineemej;-the-ameunt-by-which-the-standard-deduetion-atitowed-under
6 seetien-63{e}-eof-the-Internal-Revenue-€ede-exceeds-the-standare
7 deduetien—-atiewabie-under-seetion-63fey-of-the-internat-Revenue
8 eEode-ef-1986+-as-amended-through-PBecenber-31;-2083+

9 433} the exclusion allowed under section 139A of the
10 Internal Revenue Code for federal subsidies for prescription
11 drug plans} and

12 (12) (11) the deduction or exclusion allowed under section
13 223 of the Internal Revenue Code for contributions to health
14 savings accounts.

15 [EFFECTIVE DATE.] This section is effective for tax years

16 beginning after December 31, 2004.

17 Sec. 4. Minnesota Statutes 2004, section 290.06,

18 subdivision 2c, is amended to read:

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

25 (1) On the first $257686 $29,070, 5.35 percent;

26 (2) On all over $257686 $29,070, but not

27 over £*627636 $115,510, 7.05 percent;

28 (3) On all over $%025630 $115,510, but not over $250,000,

29 7.85 percent; and

30 (4) On all over $250,000, 11 vmercent for taxable vears

31 beginning after December 31, 2004, and before the fourth bracket

32 termination year as defined in paragraph (f). For the fourth

33 bracket termination year and subsequent taxable years, the

34 income included in this clause will be subject to the rate in

35 clause (3).

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

(b) The income taxes imposed by this chapter upon unmarried
individuals must be computed by applying to taxable net income
the followihg schedule of rates:

(1) On the first $*#75%6 $19,890, 5.35 percent;

(2) On all over $%*#75%6 $19,890, but not .
over 5$5%+%%6 $65,330, 7.05 percent;

(3) On all over $5%77%6 $65,330, but not oVer $166,665,

7.85 percent; and

(4) On all over $166,665, 11 percent for taxable years

beginning after December 31, 2004, and before the fourth bracket

termination year as defined in paragraph (f). For the fourth

bracket termination year and subsequent taxable years, the

income included in this clause will be subject to the rate in

clause (3).

(c) The income taxes imposed by this chapter upon unmarried
individuals qualifying as a head of household as defined: in
section 2 (b) of the Internal Revenue Code must be computed by
applying to taxable net income the followingAschedule of rates:

(1) On the first $2%7636 $24,490, 5.35 percent;

(2) On all over $2%7636 $24,490, but not
over 586+79%8 $98,390, 7.05 percent;

(3) On all over $86+9%6 $98,390, but not over $208,330,

7.85 percent; and

(4) On all over $208,330, 11 percent for taxable years

beginning after December 31, 2004, and before the fourth bracket

termination year as defined in paragraph (f). For the fourth

bracket termination vear and subsequent. taxahle vears, the

income included in this clause will be subject to the rate in

clause (3).

(d) In lieu of a tax computed according to the rates set
forth in this subdivision, the tax of any individual taxpayer
whose taxable net income for the taxable year is less than an

amount determined by the commissioner must be computed in
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accordance with tables prepared and issued by the commissioner
of revenue based on income brackets of not more than $100. The
amount of tax for each bracket shall be computed at the rates
set forth in this subdivision, provided that the commissioner
may disregard a fractional part of a dollar unless it amounts to
50 cents or more, in which case it may be increased to $1.

(e) An individual who is not a Minnesota resident for the
entire year must compute the individual’s Minnesota income tax
as provided in this subdivision. After the application of the
nonrefundable credits provided in this chapter, the tax
liability must then be multiplied by a fraction in which:

(1) the numerator is the individual’s Minnesota source
federal adjusted gross income as defined in section 62 of the
Internal Revenue Code and increased by the additions required
under section 290.01, subdivision 19a, clauses (1), (5), and
(6), and reduced by the subtraction under section 290.01,
subdivision 19b, clause (11), and the Minnesota assignable
portion of the subtraction for United States government interest
under section 290.01, subdivision 19b, clause (1), after
applying the allocation and assignability provisions of section
290.081, clause (a), or 290.17; and

(2) the denominator is the individual’s federal adjusted
gross income as defined in section 62 of the Internal Revenue
Code of 1986, increased by the amounts specified in section
290.01, subdivision 19a, clauses (1), (5), and (6), and reduced
by the amounts specified in section 290.01, subdivision 19b,
clauses (1) and (11).

(f)‘In this subdivision, the fourth bracket termination

year is the first taxable year beginning after the commissioner

of finance has determined that there will be a positive

unrestricted budgeting general fund balance at the close of the

biennium that is sufficient to complete the allocations required

under section 16A.152, subdivision 2.

[EFFECTIVE DATE.] This section is effective for taxable

years beginning after December 31, 2004.

Sec. 5. Minnesota Statutes 2004, section 290.06,
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subdivision 2d, is amended to read:

Subd. 2d. [INFLATION ADJUSTMENT OF BRACKETS.] (a) For
taxable years beginning after December 31, 2666 2005, the
minimum and maximum dollar amounts for each rate bracket for
which a tax is imposed in subdivision 2c shall be adjusted for
inflation by the percentage determined under paragraph (b). For
the purpose of making the adjustment as provided in this
subdivision all of the rate brackets provided in subdivision 2c
shall be the rate brackets as they existed for taxable years
beginning after December 31, %999 2004, and before January
1, 2662 gggg. The rate applicable to any rate bracket must not
be changed. The dollar amounts setting forth the tax shall be
adjusted to reflect the chahges in the rate brackets. The rate
brackets as adjusted must be rounded to the nearest $10 amount.
If the rate bracket ends in $5, it must be rounded up to the
nearest $10 amount.

(b) The commissioner shall adjust the rate brackets and by
the percentage determined pursuant to the provisions of section
1(f) of the Internal Revenue Code, except that in section
1(£f) (3) (B) the word "999 2004"™ shall be substituted for the
word "1992." For 266% 2006, the commissioner shall then
determine the percent change from the 12 months ending on August
31, %999 2004, to the 12 months ending on August 31, 2666 2005,
and in each subsequent year, from the 12 months ending on August
31, %999 2004, to the 12 months ending on August 31 of the year
preceding the taxable year. The determination of the
commissioner pursuant to this subdivision shall not be
considered a "rule" and shall not be subject to the
Administrative Procedure Act contained in chapter 14.

No later than December 15 of each vear, the commissioner
shall announce the specific percentage that will be used to

adjust the tax rate brackets.

Sec. 6. Minnesota Statutes 2004, section 290.06, is

amended by adding a subdivision to read:

Subd. 32. [DAIRY INVESTMENT CREDIT.] (a) A dairy

investment credit is allowed against the tax computed under this

Section 6 ]
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chapter equal to the credit amount in the table, based on the

amount paid or incurred by the taxpayer in the tax year and

certified by the commissioner of agriculture under paragraph

(f£), for qualifying expenditures:

Amount of

qualifying expenditures

up to $500,000

over

$500,000, but

not

more

than $600,000

over

$600,000, but

not

more

than $700,000

over

$700,000, but

not

more

than $800,000

over

$800,000, but

not

more

than $900,000

over

$900,000, but

not

more

than $1,000,000

$1,000,000 or more

(b)

Credit amount

ten percent of

qualifying expenditures

$50,000, plus nine percent

of the amount of qualified

expenditures in excess of

$500,000

$59,000, plus seven percent

of the amount of qualified

expenditures in excess of

$600,000

$66,000, plus five percent
of the amount of qualified
expenditures in excess of

$700,000

$71,000, plus three percent

" of the amount of qualified

expenditures in excess of

$800,000

$74,000, plus one percent

of the amount of qualified

expenditures in excess of

$900,000

$75,000

"Qualifying expenditures," for purposes of this

subdivision, means the expenses incurred for dairy animals for

the construction or improvement of buildings or facilities, or

the acquisition of equipment, for dairy animal housing,

confinement, animal feeding, milk production, and waste

management, including, but not limited to, the following:

(1)

freestall barns;

(2)

fences;

(3)

watering facilities;

(4)

feed storage and handling equipment;

(5)

milking parlors;

(6)

robotic equipment;

(7)

scales;

(8).

milk storage and cooling facilities;

(2)

Section 6
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(10) manure handling equipment and storage facilities;

(11) digesters;

(12) equipment used to produce energy; and

(13) on-farm processing.

Qualifying expenditures only include amounts that are

capitalized and deducted under either section 167 or 179 of the

Internal Revenue Code in computing federal taxable income.

(c) The credit is limited to the liability for tax, as

computed under this section for the taxable year for which the

credit certificate is issued. If the amount of the credit

determined under this section for any taxable year exceeds this

limitation, the excess is a dairy investment credit carryover to

each of the 15 succeeding taxable years. The entire amount of

the excess unused credit for the taxable year is carried first

to the earliest of the taxable years to which the credit may be

carried and then to each successive year to which the credit may

be carried. The amount of the unused credit which may be added

under this paragraph shall not exceed the taxpayer’s liability

for tax less the dairy investment credit for the taxable year.

(d) For a partnership or S corporation, the maximum amount

of the credit applies to the entity, not the individual partner

or shareholder.

(e) To be eligible for the dairy investment credit in this

subdivision, a taxpayer must apply to the commissioner of

agriculture for a tax credit certificate. The application must

be made on forms prescribed by the commissioner of agriculture

and must include a statement of the qualifying expenditures by

the taxpayer.

(f) The commissioner of agriculture shall certify credits -

in the order the forms regquired under naragrarh

and approved by the commissioner of agriculture, until the

maximum credit amount for the taxable year has been reached.

The maximum credit amount is $900,000 for tax vears beginning

after December 31, 2004, and before January 1, 2006; $2,000,000

for tax years beginning after December 31, 2005, and before

January 1, 2007; $3,500,000 for tax years beginning after
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December 31, 2006, and before January 1, 2008; and $4,000,000

per year for tax years beginning after December 31, 2007.

Any eligible applications for which certificates are not

issued in a tax year because the commissioner of agriculture has

issued certificates totaling the maximum credit amount for that

tax year remain eligible for a credit certificate in subsequent

tax years, in the order in which the forms were received by the

commissioner of agriculture.

[EFFECTIVE DATE.] This section is effective for assets

placed in service in taxable years beginning after December 31,

2004.

Sec. 7. Minnesota Statutes 2004, section 290.06, is
amended by adding a subdivision to read:

Subd. 34. [HIGHER EDUCATION TUITION TAX CREDIT.] (a) In

this subdivision, the following terms have the meanings given in

this paragraph.

(1) "Eligible student" includes the taxpayer, spouse, or

person claimed as a dependent of the taxpayer under section 151

of the Internal Revenue Code. An eligible student must be:

(1) a resident of Minnesota;

(ii) a graduate of a Minnesota high school or recipient of

a Minnesota general education development diploma in 2005 or

later; and

(iii) an enrolled full-time student at an eligible

Minnesota postsecondary institution.

(2) An "eligible institution" has the meaning given in

section 136A.101, subdivision 4, provided that the institution

has a physical presence in Minnesota.

(3) "Qualifying higher education expenses" means tuition

and fees actually paid during the taxable vear to an eligible

institution by a taxpayer on behalf of an eligible student for

the student’s first two years of postsecondary education,

reduced by:

(i) refunds of tuition and fees received from the

institution;

(ii) the amount of any Hope Scholarship Credit or Lifetime

Section 7 12
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1 Learning Credit received with respect to the student under

2 section 25A of the Internal Revenue Code for the same taxable

3 year; and
4 (iii) the amount of any tuition paid for remedial courses.
5 (b) An individual is allowed a credit against the tax

6 imposed by this chapter equal to the amount of qualified higher

7 education expenses for an eligible student. The maximum credit

8 allowed for each eligible student is $500 in each of the first

9 two years of postsecondary education.

10 (c) The amount of the credit otherwise payable under this

11 subdivision must be reduced as follows:

12 (1) for single taxpayers, by ten percent for every $500 by

13 which the taxpayer’s federal adjusted gross income exceeds

14 $25,000; and

15 (2) for married taxpayers, by ten percent for every $1,000

16 by which the taxpayer’s federal adjusted gross income exceeds

17 $50,000.

18 (d) If the amount of the credit exceeds the taxpayer’s

19 liability under this chapter, the excess is refundable. The

20 amount necessary to pay the refunds is appropriated annually

21 from the general fund to the commissioner.

22 [EFFECTIVE DATE.] This section is effective for taxable

23 vyears beginning after December 31, 2004.

24 Sec. 8. Minnesota Statutes 2004, section 290.0674,

25 subdivision 1, is amended to read:

26 Subdivision 1. [CREDIT ALLOWED.] An individual is allowed
27 a credit against the tax imposed by this chapter in an amount
28 equal to 75 percent of the amount paid for education-related

29 expenses for a qualifying child in kindergarten through grade
30 12. For purposes of this gection, Y"education-related expenses"
31 means:

32 (1) fees or tuition for instruction by an instructor under
33 section 120A.22, subdivision 10, clause (1), (2), (3), (4), or
34 (5), or a member of the Minnesota Music Teachers Association,
35 and who is not a lineal ancestor or sibling of the dependent for

36 instruction outside the regular school day or school year,
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including tutoring, driver’s education offered as part of school
curriculum, regardleés of whether it is taken from a public or
private entity or summer camps, in grade or age appropriate
curricula that Supplement curricula and instruction available
during the regular school year, that assists a dependent to
improve knowledge of core curriculum areas or to expand
knowledge and skills under the graduation rule under section
120B.02, paragraph (e), clauses (1) to (7), (9), and (10), and
that do not include the teaching of religious tenets, doctrines,
or worship, the purpose of which is to instill such tenets,
doctrines, or worship;

(2) expenses for textbooks, including books and other
instructional materials and equipment purchased or leased for
use in elementary and secondary schools in teaching only those
subjects legally and commonly taught in public elementary and
secondary schools in this state. "Textbooks" does not include
instructional books and materials ﬁsed in the teaching of
religious tenets, doctrines, or worship, the purpose of which is
to instill such tenets, doctrines, or worship, nor does it
include books or materials for extracurricular activities
including sporting events, musical or dramatic events, speech
activities, driver’s education, or similar programs;

(3) a maximum expense of $200 per family for personal
computer hardware, excluding single purpose processors, and
educational software that assists a dependent to improve
knowledge of core curriculum areas or to expand knowledge and
skills under the graduation rule under section 120B.02 purchased
for use in the taxpayer’s home and not used in a trade or
business regardless of whether the computer is required by the
dependent’/s school; and -

(4) the amount paid to others for tuition and

transportation of a qualifying child attending an elementary or
secondary school situated in Minnesota, North Dakota, South

Dakota, Iowa, or Wisconsin, wherein a resident of this state may
legally fulfill the state’s compulsory attendance laws, which is

not operated for profit, and which adheres to the provisions of

Section 8 14
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1 the Civil Rights Act of 1964 and chapter 363A.
2 For purposes of this section, "qualifying child" has the
3 meaning given in section 32(c) (3) of the Internal Revenue Code.

4 [EFFECTIVE DATE.] This section is effective for taxable

5 vyears beginning after December 31, 2004.

6 Sec. 9. Minnesota Statutes 2004, section 290.17,

7 subdivision 2, is amended to read:

8 Subd. 2. [INCOME NOT DERIVED FROM CONDUCT OF A TRADE OR

9 BUSINESS.] The income of a taxpayer subject to the allocation

10 rules that is not derived from the conduct of a ﬁrade or

11 Dbusiness must be assigned in accordance with paragraphs (a) to
12 (£):

13 (a) (1) Subject to paragraphs (a) (2)7 and (a) (3), and

14 +a¥+{4¥7 income from wages as defined in section 3401 (a) and (f)
15 of the Internal Revenue Code is assigned to this state if, and
16 to the extent that, the work of the employee is performed within
17 it; all other income from such sources is treated as income from
18 sources without this state.

19 Severahce pay shall be considered income from labor or

20 personal or professional services.
21 (2) In the case of an individual who is a nonresident of

22 Minnesota and who is an athlete or entertainer, income from

23 compensation for labor or personal services performed within

24 this state shall be determined in the following manner:

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

29 under a duty to perform.for the employer, and the numerator is
30 the total number of those days spent in Minnesota. For purpcses
31 of this paragraph, off-season training activities, unless

32 conducted at the team’s facilities as part of a team imposed

33 program, are not included in the total number of duty days.
34 Bonuses earned as a fesult of play during the regular season or-
35 for participation in championship, play-off, or all-star games

36 must be allocated under the formula. Signing bonuses are not
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subject to allocation under the formula if they are not

- conditional on playing any games for the team, are payable

separately from any other compensation, and areAnonrefundable;
and

(ii) The amount of income to be assigned to Minnesota for
an individual who is a nonresident, and who is an athlete or
entertainer not listed in clause (i), for that person’s athletic
or entertainment performance in Minnesota shall be determined by
assigning to this state all income from performances or athletic
contests in this state.

(3) For purposes of this section, amounts received by a
nonresident as "retirement income" as defined in section (b) (1)
of the State Income Taxationvof Pension Income Act, Public Law
104-95, are not considéred income derived from carrying on a
trade or business or from wages or other compensation for work
an employee performed in Minnesota, and are not taxable under
this chapter.

t4y-Wages;-othervise-assigned-te-this-state-under-ectause
{+3)-and-net-guatifying-under—-eitause-{3y;-are-neot-taxable-under
this-chapter-i+f-the-foliewing-conditions—are-mets

{tiy-the-reeipient-was-net-a-resident-of-this-state-for-any
part-ef-the-taxable-year-in-which-the-wages-were-reeceiveds—and

{iiy-the-wages-are-fer-work-performed-vhilte-the-reeipient
was-a-resident-of-this-state~s

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

(c) Income or gains from intangible personal property not
employed in the business of the recipient of the income or gains

must be assigned to this state if the recipient o

I

the income or
gains is a resident of this state or is a resident trust or
estate.

Gain on the sale of a partnership interest is allocable to
this state in the ratio of the original cost of partnership
tangible property in this state to the original cost of

partnership tangible property everywhere, determined at the time

Section 9 16
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of the sale. If more than 50 percent of the value of the

partnership’s assets consists of intangibles, gain or loss from

. the sale of the partnership interest is allocated to this state

in accordance with the sales factor of the partnership for its
first full tax period immediately preceding the tax périod of
the partnership during which the partnership interest was sold.

Gain on the sale of goodwill or income from a covenant not
to compete that is connected with a business operating all or
partially in Minnesota is allocated to this state to the extent
that the income from the business in the year preceding the year
of sale was assignable to Minnesota under subdivision 3.

When an employer pays an employee for a covenant not to
compete, the income allocated to this state is in the ratio of
the employee’s service in Minnesota in the calendar year
preceding leaving the employment of the employer over the total
services performed by the employee for the employer in that year.

(d) Income from winnings on a bet made by an individual
while in Minnesota is aésigned to this state. 1In this
paragraph, "bet" has the meaning given in section 609.75,
subdivision 2, as limited by section 609.75, subdivision 3,
clauses (1), (2), and (3).

(e) All items of gross income not covered in paragraphs (a)
to (d) and not part of the taxpayer’s income from a trade or
business shall be assigned to the taxpayer’s domicile.

(f£) For the purposes of this section, working as an
empldyee shall not be considered to be conducting a trade or

business.

[EFFECTIVE DATE.] This section is effective for tax years

beginning after December 31, 2005.

ARTICLE 2
CORPORATE FRANCHISE TAX
Section 1. Minnesota Statutes 2004, section 290.01,
subdivision 6b, is amended to read:
Subd. 6b. [FOREIGN OPERATING CORPORATION.] The term
"foreign operating corporation," when applied to a corporation,

means a domestic corporation with the following characteristics:

Article 2 Section 1 17
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(1) it is part of a unitary business at least one member of
which is taxable in this state;

(2) it is not a foreign sales corporation under section 922
of the Internal Revenue Code, as amended through December 31,
1999, for the taxable year; and

(3) either (i) the average of the percentages of its
property and payrolls assigned to locations inside outside the
United States and-the-Bistriet-of-E€eolumbiajy-exetuding-the
ecemmenwealth-ef-Puerte-Rice-and-pessessiens-ef-the-bnited
States; as determined under section 290.191 or 290.20, is 26 80

percent or tess greater and it has at least $2,000,000 of

property and $1,000,000 of payroll as determined under section

290.191 or 290.20; or (ii) it has in effect a valid election

under section 936 of the Internal Revenue Code.

- [EFFECTIVE DATE.] This section is effective for tax years

beginning after December 31, 2004.

Sec. 2. Minnesota Statutes 2004, section 290.01,
subdivision 19d, is amended to read:

Subd. ;9d. [CORPORATIONS; MODIFICATIONS DECREASING FEDERAL
TAXABLE INCOME.] For corporations, there shall be subtracted
from federal taxable income after the increases provided in
subdivision 19c:

(1) the amount of foreign dividend gross-up added to gross
income for federal income tax purposes under section 78 of the
Internal Revenue Code;

(2) the amount of salary expénse not allowed for federal
income tax purposes due to claiming the federal jobs credit
under section 51 of the Internal Revenue Code;

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

stock of the bank owned by the United States or the

“instrumentality;

(4) amounts disallowed for intangible drilling costs due to

differences between this chapter and the Internal Revenue Code

Article 2 Section 2 ' 18
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in taxable years beginning before January 1, 1987, as follows:

(i) to the extent the disallowed costs are represented by
physical property, an amount equal to the allowance for
depreciation under Minnesota Statutes 1986, section 290.09,
subdivision 7, subject to the modifications contained in
subdivision 19e; and

(ii) to the extent the disallowed costs are not represented
by physical property, an amount equal to the allowance for cost
depletion under Minnesota Statutes 1986, section 290.09,
subdivision 8;

(5) the deduction for capital losses pursuant to sections
1211 and 1212 of the Internal Revenue Code, except that:

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

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

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

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

(6) an amount for interest and expenses relating to inceome
not taxable for federal income tax purposes, if (i) the income
is taxable under this chapter and (ii) the interest and expenses
were disallowed as deductions under the provisions of section
171(a) (2), 265 or 291 of the Internal Revenue Code in computing
federal taxable income;

(7) in the case of mines, o0il and gas wells, other natural
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deposits, and timber for which percentage depletion was
disallowed pursuant to subdivision 19c, clause (11), a
reasonable allowance for depletion based on actual cost. In the
case of leases the deduction must be apportioned between the
lessor and lessee in accordance with rules prescribed by the
commissioner. In the case of property held in trust, -the
allowable deduction must be apportioned between the income
beneficiaries and the trustee in accordance with the pertinent
provisions of the trust, or if there is no provision in the
instrument, on‘the basis of the trust’s income allocable to
each;

(8) for certified pollution control facilities placed in
service in a taxable year beginning before December 31, 1986,
and for which amortization deductions were elected under section
169 of the Internal Revenue Code of 1954, as amended through
December 31, 1985, an amount equal to the allowance for
depreciation under Minnesota Statutes 1986, section 290.09,
subdivision 7;

(9) amounts included in federal taxable income that are due
to refunds of income, excise, or franchise taxes based on net
income or related minimum taxes paid by the corporation to
Minnesota, another state, a political subdivision of another
state,‘the District of Columbia, or a foreign country or
possession of the United States to the extent that the taxes
were added to federal taxable income under section 290.01,
subdivision 19c, clause (1), in a prior taxable year;

(10) 86-percent-eof-reyatrties;-fees;-or-other-itike-inceme
acerued-or-received-freom-a-foreign-eperating-corporation-or-a
foreign-cerperatien-which-is-part-ef-the-same-unitary-business
as-the-reeeiving-cerpoerations

{+**y income or gains from the business of mining as defined
in section 290.05, subdivision 1, clause (a), that are not
subject to Minnesota franchise tax;

£#2¥y (11) the amount of handicap access expenditures in the
taxable year which are not allowed to be deducted or capitalized

under section 44(d) (7) of the Internal Revenue Code;
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€33¥ (12) the amount of qualified research expenses not
allowed for federal income tax purposes under section 280C(c) of
the Internal Revenue Code, but only to the extent that the
amount exceeds the amount of the credit allowed under section
290.068;

434y (13) the amount of salary expenses not allowed for
federal income tax purposes due to claiming the Indian
employment credit under section 45A(a) of the Internal Revenue
Code;

£35) (14) the amount of any refund of environmental taxes
paid under section 59A of the Internal Revenue Code;

436y (15) for taxable years beginning before January 1,
2008, the amount of the federal small ethanol producer credit
allowed under section.40(a)(3) of the Internal Revenue Code
which is included in gross income under section 87 of the
Internal Revenue Code;

£*#¥ (16) for a corporation whoge foreign sales
corporation, as defined in section 922 of the Internal Revenue
Code, constituted a foreign operating corporation during any
taxable year ending before January 1, 1995, and a return was
filed by August 15, 1996, claiming the deduction under section
290.21, subdivision 4, for income received from the foreign
operating corporation, an amount equal to 1.23 multiplied by the
amount of income excluded under section 114 of the Internal
Revenue Code, provided the income is not income of a foreign
operating company;

{38y (17) any decrease in subpart F income, as defined in
section 952 (a) of the Internal Revenue Code, for the taxable
year whén subpart F income is calculated without regard to the
provisions of secticn €14 cf Pubklic Law 107-147; and

€39y (18) in each of the five tax years immediately
following the tax year in which an addition is required under
subdivision 19c, clause (16), an amount equal to one-fifth of
the delayed depreciation. For purposes of this clause, "delayed
depreciation" means the amount of the addition made by the

taxpayer under subdivision 19c, clause (16). The resulting
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delayed depreciation cannot be less than zero.

[EFFECTIVE DATE.] This section is effective for tax years

beginning after December 31, 2004.

Sec. 3. Minnesota Statutes 2004, section 290.17,
subdivision 4, is amended to read:

Subd. 4. [UNITARY BUSINESS PRINCIPLE.] (a) If a trade or
business conducted wholly within this state or partly within and
partly without this state is part of a unitary business, the
entire income of the unitary business is subject to
apportionment pursuant to section 290.191. Notwithstanding
subdivision 2, paragraph (c), none of the income of a unitary.
business is considered to be derived from any particular source
and none may be allocated to a particular place except as
provided by the applicable apportionment formula. The
provisions of this subdivision do not apply to business income
subject to subdivision 5, income of an insurance company, or
income of an investment company determined under section 290.36.

(b) The term "unitary business" means business activities
or operations which result in a flow of value between them. The
term may be applied within a single legal entity or between
multiple entities and without regard to whether each entity is a
sole proprietorship, a corporation, a partnership or a trust.

(c) Unity is presumed whenever there is unity of ownership,
operation, and use, evidenced by centralized management or
executive force, centralized purchasing, advertising,
accounting, or other controlled interaction, but the absence of
these-centralized activities will not necessarily evidence a
nonunitary business. Unity is also presumed when business
activities or operations are of mutual benefit, dependent upon
or contributory to one another, either individually cor as a
group.

(d) Where a business operation conducted in Minnesota is
owned by a business entity that carries on business activity
outside the state different in kind from that conducted within
this state, and the other business is conducted entirely outside

the state, it is presumed that the two business operations are
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unitary in nature, interrelated, connected, and interdependent
unless it can be shown to the contrary.

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

corporate or noncorporate, or by one or more of the member

- corporations of the group. For this purpose, the term "voting

stock" shall include membership interests of mutual insurance
holding companies formed under section 60A.077.

(f) The net income and apportionment factors under section
290.191 or 290.20 of foreign corporations and other foreign
entities which are part of a unitary business shall not be
included in the net income or the apportionment factors of the
unitary business. A foreign corporation or other foreign entity
which is required to file a return under this chapter shall file
on a separate return basis. The net income and apportionment
factors under section 290.191 or 290.20 of.foreign operating
corporations shall not be included in the net income or the
apportionment factors of the unitary business except as provided
in paragraph (g).

(g) The adjusted net income of a foreign operating
corporation shall be deemed to be paid as a dividend on the 1last
day of its taxable vear to each shareholder thereof, in
proportion to each shareholder’s ownership, with which such
corporation is engaged in a unitary business. Such deemed
dividend shall be treated as a dividend under section 290.21,

subdivision 4. The dividends-received deduction must not be

allowed on dividends, interest, rovalties, or capital gains

-

received by the foreign operating corporation included in the

deemed dividend.

Dividends actually paid by a foreign operating corporation
to a corporate shareholder which is a member of the same unitary
business as the foreign operating corporation shall be

eliminated from the net income of the unitary business in

Article 2 Section 3 23
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preparing a combined report for the unitary business. The
adjusted net income of a foreign operating corporation shall be
its net income adjusted as follows:

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

(2) the subtraction from federal taxable income for
payments received from foreign corporations or foreign operating
corporations under section 290.01, subdivision 19d, clause (10),
shall not be allowed.

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

(h) For purposes of determining the net income of a unitary
business and the factors to be used in the apportionment of net
income pursuant to section 290.191 or 290.20, there must be
included only the income and apportionment factors of domestic
corporations or other domestic entities other than foreign
operating corporations that are determined to be part of the
unitary business pursuant to this subdivision, notwithstanding
that foreign corporations or other foreign entities might be
included in the unitary business.

(i) Deductions for expenses, interest, or taxes otherwise
allowable under this chapter that are connected with or
allocable against dividends, deemed dividends described in
paragraph (g), or royalties, fees, or other like income
described in section 290.01, subdivision 194, clause (10), shall
not be disallowed.

(1) Each corporation or other entify, except a sole
proprietorship, that is part of a unitary business must file
combined reports as the commissioner determines. On the
reports, all intercompany transactions between entities included
pursuant to paragraph (h) must be eliminated and the entire net
income of the unitary business determined in accordance with

this subdivision is apportioned among the entities by using each

Article 2 Section 3 24
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entity’s Minnesota factors for apportionment purposes in the
numerators of the apportionment formula and the total factors
for apportionment purposes of all entities included pursuant to
paragraph (h) in the denominators of the apportionment formula.

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

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

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

[EFFECTIVE DATE.] This section is effective for tax years

beginning after December 31, 2004.

ARTICLE 3
SALES TAX
Section 1. Minnesota Statutes 2004, section 297A.61, is
amended by adding a subdivision to read:

Subd. 37. [EVENT SOUVENIR CLOTHING.] "Event souvenir

clothing” is clothing that is sold at a state-subsidized

facility and that bears a name, image, or logo of the

entertainer, athlete, or team that performs at the facility. As

used in this subdivision, a "state-subsidized facility" means

the Metrodome financed under section 473.581, the basketball

arena that receives payments from the Amateur Sports Commission

under section 473.556, subdivision 16, and the hockey arena that

received a loan of state funds under Laws 1998, chapter 404,

section 23, subdivision 6, and the entertainment and convention

center that received a arant under Laws 1998, chapter 404

L4

section 23, subdivision 9.

[EFFECTIVE DATE.] This section is effective for sales after

June 30, 2005.

Sec. 2. Minnesota Statutes 2004, section 297A.67,
subdivision 6, is amended to read:

Subd. 6. [OTHER EXEMPT MEALS.] (a) Meals or drinks

Article 3 Section 2 25
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purchased for and served exclusively to individuals who are 60
years of age or over and their spouses or to handicapped persons
and their spouses by governmental agencies, nonprofit
organizations, or churches, or pursuant to any program funded in
whole or in part through United States Code, title 42, sections
3001 through 3045, wherever delivered, prepared, or served, are
exempt.

(b) Meals or drinks purchased for and served exclusively to

children who are less than 14 years of age or disabled children

who are less than 16 years of age and who are attending a child

care or early childhood education program, are exempt if they

are:

(1) purchased by a nonprofit child care facility that is

exempt under section 297A.70, subdivision 4, and that primarily

serves families with income of 250 percent or less of federal

poverty guidelines; and

(2) prepared at the site of the child care facility.

[EFFECTIVE DATE.] This section is effective for sales after

December 31, 1997.

Sec. 3. Minnesota Statutes 2004, section 297A.67,
subdivision 7, is amended to read:
Subd. 7. [MEBX€ENES DRUGS; MEDICAL DEVICES.]

(a) Preseribed Sales of the following drugs and medical devices

are exempt:

(1) drugs and-medieine;-—and-insutiny-intended for internat
er-externalt-user-in-the-ecures;-mitigatieny-treatment;-or
preventien-ef-iltiness-er-disease-in human beings-are-exemptr

Lpregeribed-drugs-and-medieinel-inetudes use, including

over-the-counter drugs er-medieine-preseribed-by-a-iicensed
heai%h-eare—prefessiena&:
{by-Nenpreseription-mediecines—eonsisting-prineipatiy
tdetermined-by-the-weight-of-ati-ingredientsy-of-anatgesies-that
are-appreved-by-the-bnited-States-Feod-and-bBrug-Administratien
foer-internal-use-by-human-beings-are-exemnptr--Fer-purpeses-ef
this-subdivisieny-Uprineipatiyi-means-greater-than-56-pereent

anatgesies-by-weights

Article 3 Section 3 26
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{ey-Preseription-gltasses;-hospitat-beds;-fever
thermometers;-reusabile;

(2) single-use finger-pricking devices for the extraction

of blood;-bileed-gitucese-meonitoring-machines; and

other single-use devices and single-use diagnostic agents used

in diagnosing, monitoring, or treating diabetes;-and-therapeutie

anéd;

(3) insulin and medical oxygen for human use, regardless of

whether prescribed or sold over the counter;

(4) prosthetic devices are-exemptr--'FTherapeutie-devieest
means-deviees—-that-are-attached-er-appitied-to-the-human-bedy-te
eure;-heals-er-atteviate-injurysy-itiness;-or-diseaser-either
direetiy-er-by-administering-a-ecurative-agentr--Prosthetie
deviecesli-means-devieces—-that-replace-injured;-diseased;-or
missing-parts-ef-the-human-bedy;-either-temporariiy-or
permanentiy;

(5) durable medical equipment for home use only;

(6) mobility enhancing equipment; and

(7) prescription corrective eyeglasses.

(b) For purposes of this subdivision:

(1) "Drug" means a compound, substance, or preparation, and

any component of a compound, substance, or preparation, other

than food and food ingredients, dietary supplements, or

alcoholic beverages that is:

(1) recognized in the official United States Pharmacopoeia,

official Homeopathic Pharmacopoeia of the United States, or

official National Formulary, and supplement to any of them;

(ii) intended for use in the diagnosis, cure, mitigation,

treatment, or prevention of disease; or

(iiji) intended to affect the structure or any fun

the body.

(2) "Durable medical equipment" means equipment, including

repair and replacement parts, but not including mobility

enhancing equipment, that:

(1) can withstand repeated use;

(ii) is primarily and customarily used to serve a medical

Article 3 Section 3 27
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purpose;

(iii) generally is not useful to a person in the absence of

illness or injury; and

(iv) is not worn in or on the body.

(3) "Mobility enhancing equipment" means equipment,

including repair and replacement parts, but not including

durable medical equipment, that:

(i) is primarily and customarily used to provide or

increase the ability to move from one place to another and that

is appropriate for use either in a home or a motor vehicle;

(ii) is not generally used by persons with normal mobility;
and

(iii) does not include any motor vehicle or equipment on a

motor vehicle normally provided by a motor vehicle manufacturer.

(4) "Over-the-counter drug" means a drug that contains a

label that identifies the product as a drug as required by Code

of Federal Regulations, title 21, section 201.66. The label

must include a "drug facts" panel or a statement of the active

ingredients with a list of those ingredients contained in the

compound, substance, or preparation. Over-the-counter drugs do

not include grooming and hygiene products, regardless of whether

they otherwise meet the definition. "Grooming and hygiene

products" are soaps, cleaning solutions, shampoo, toothpaste,

mouthwash, antiperspirants, and suntan lotions and sunscreens.

(5) "Prescribed" and "prescription" means a direction in

the form of an order, formula, or recipe issued in any form of

oral, written, electronic, or other means of transmission by a

duly licensed health care professional. -

(6) "Prosthetic device" means a replacement, corrective, or

supportive device, including repair and replacement narts, worn

on or in the body to:

(i) artificially replace a missing portion of the body;

(ii) prevent or correct physical deformity or malfunction;

(iii) support a weak or deformed portion of the body.

Prosthetic device does not include corrective eyeglasses.
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[EFFECTIVE DATE.] This section is effective for sales and

purchases made after June 30, 2005.

Sec. 4. Minnesota Statutes 2004, section 297A.67,
subdivision 8, 1s amended to read:

Subd. 8. [CLOTHING.] (a) Clothing is exempt. For purposes
of this subdivision, "clothing" means all human wearing apparel
suitable for general use.

(b) Clothing includes, but is not limited to, aprons,
household and shop; athletic supporters; baby receiving
blankets; bathing suits and caps; beach capes and coats; belts
and suspenders; boots; coats and jackets; costumes; children and
adult diapers, including disposable; ear muffs; footlets; formal
wear; garters and garter belts; girdles; gloves and mittens for
general use; hats and caps; hosiery; insoles for shoes; lab
coats; neckties; overshoes; pantyhose; rainwear; rubber pants;
sandals; scarves; shoes and shoe laces; slippers; sneakers;
socks and stockings; steel-toed boots; underwear; uniforms,
athletic and nonathletic; and wedding apparel.

(c) Clothing does not include the following:

(1) belt buckles sold separately;

(2) costume masks sold separately;

(3) patches and emblems sold separately;

(4) sewing equipment and supplies, including but not
limited to, knitting needles, patterns, pins, scissors, sewing
machines, sewing needles, tape measures, and thimbles;

(5) sewing materials that become part of clothing,
including but not limited to, buttons, fabric, lace, thread,
yarn, and zippers; |

(6) clothing accessories or equipment;

(7) sports or recreational. equipment; and

(8) protective equipment; and

(9) event souvenir clothing.

Clothing also does not include apparel made from fur if a
uniform definition of "apparel made from fur" is developed by
the member states of the Streamlined Sales and Use Tax Agreement.

For purposes of this subdivision, "clothing accessories or
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equipment" means incidental items worn on the person or in
conjunction with clothing. Clothing accessories and equipment
include, but are not limited to, briefcases; cosmetics; hair
notions, including barrettes, hair bows, and hairnets; handbags;
handkerchiefs; jewelry; nonprescription sunglasses; umbrellas;
wallets; watches; and wigs and hairpieces. "Sports or
recreational equipment" means items designed for human use and
worn in conjunction with an athletic or recreational activity
that are not suitable for general use. Sports and recreational
equipment includes, but is not limited to, ballet and tap shoes;
cleated or spiked athletic shoes; gloves, including, but not
limited to, baseball, bowling, boxing, hockey, and golf gloves;
goggles; hand and elbow guards; life preservers and vests; mouth
guards; roller and ice skates; shin guards; shoulder pads; ski
boots; waders; and wetsuits and fins. "Protective equipment"”
means items for human wear and designed as protection of the
wearer against injury or disease or as protection against damage
or injury of other persons or property but not suitable for
general use. Protective equipment includes, but is not limited
to, breathing masks; clean room apparel and equipment; ear and
hearing protectors; face shields; finger guards; hard hats;
helmets; paint or dust respirators; protective gloves; safety
glasses and goggles; safety belts; tool belts; and welders
gloves and masks.

[EFFECTIVE DATE.] This section is effective for sales after

June 30, 2005.

Sec. 5. Minnesota Statutes 2004, section 297A.67,
subdivision 29, is amended to read:

Subd. 29. [SOLAR ENERGY EFFI€XENY PRODUCTS.] +ay-A
residentiai—iighéing~fixture—er—a-eempaet-fiuereseea&-b&ib-is
exeﬁpé-if-ié—has-an-energy—star—}abe}r

{by-Fhe-fotlowing-preducts-are-exempt-if-they-have-an
energyguide-tabel-that-indicates-that-the-product-meets-or
exeeeds—the—standards;}isted—beiQWt

fi}-an-e}éetrie—heat—pump—he%—water—heater—wi%h—an—energy

facter—-of-at-teast-1-5+
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{2}-a-natural-gas-water-heater-with-an-energy-facter-ef-at
}east-0-62+

f3}—a—prepane—gas—er—fuei—ei}-water—heaéer—with—anfenergy
factoer-of-at-teast-6+62+

f&}—a—nat&ra}-gas—furnaee-with-an-annuai—faei-utiiizatien
effieteney-greater-than-92-perecents-and

45y -a-preopane-gas-er-fueit-oit-furnace-with-an-anntat-fuet
utitization-effieieney-greater-than-952-pereents

fey¥ A pheteveiltaie-deviee solar energy system, as defined

in section 216C.06, subdivision 17, is exempt. Fer-purpeses-of

this-subdivisieny-tpheteveltaie-devieel-means-a-sotid-state
eleetrieal-deviee;-suech-as-a-setar-meduter-that-converts—-tight
direectiy-into-direct-eurrent-etectricity-of-voltage-current
eharacteristies-that-are-a-funetien-of-the-characteristies-of
the-1ight-seurece-and-the-materialts-in-and-design-of-the-deviecer
A-lgselar-medutel-is-a-pheteveltaie-device-that-produces-a
speeified-power-output-tunder-defined-test-conditionsy-usuatiy
compesed-of-groups-ef-setar-celis-connected-in-series;-in
paratiet;-er-in-series-paratiel-ecembinations~

{tédy-For-purpeses-eof-this-subdivisien;-Lenergy-star—-itabell
means-the-labet-granted-te-certain-preoducts-that-meet-United
States-Envirenmental-Preoteetion-Ageney-and-bnited-States
Bepaftment—ef—Energy—eriﬁeria—fer-energy—effieieneyr——Fer
purpeoses-of-this-subdivisien;-Yenergyguide-tabetd-means-the
label-that-the-United-States-Federal-Prade-Cemmissiener-reguires
manufacturers-teo-appty-to-eertatin-appiiances-under-bnited-States
Cede;-titte-165-part-365+

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

purchases made on or after August 1, 2005.

Sec. 6. Minnesota Statutes 2004, section 297A.€8,
subdivision 28, is amended to read:

Subd. 28. [MEDICAL SUPPLIES.] Medical supplies purchased
by a licensed health care facility or licensed health care
professional to provide medical treatment to residents or
patients are exempt. The exemption does not apply to durable

medical equipment or components of durable medical equipment,
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laboratory supplies, radiological supplies, and other items used
in providing medical services. For purposes of this
subdivision, "medical supplies" means adhesive and nonadhesive
bandages, gauze pads and strips, cotton applicators,
antiseptics, nenpreseriptien-drugs; eye solution, and other
similar supplies used directly on the resident or patient in
providing medical services.

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

purchases made after June 30, 2005.

Sec. 7. Minnesota Statutes 2004, section 297A.71,
subdivision 12, is amended to read:

Subd. 12. [CHAIR LIFTS, RAMPS, ELEVATORS.] €hatr-tifts;
ramps-—and Elevators and building materials used to install or

construct them chair lifts, ramps, and elevators are exempt, if

they are authorized by a physician and installed in or attached

to the owner’s homestead. The tax must be imposed and collected

.as if the rate under section 297A.62, subdivision 1, applied and

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

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

purchases made after June 30, 2005.

Sec. 8. Minnesota Statutes 2004, section 297A.71, is
amended by adding a subdivision to read:
Subd. 33. [HYDROELECTRIC GENERATING FACILITY.] Materials

and supplies used or consumed in the construction of a

hydroelectric generating facility that meets the requirements of

this subdivision are exempt. To qualify for the exemption under

this subdivision, a hydroelectric generating facility must:

(1) utilize two turbine generators at a dam site existing

on March 31, 1994;

(2) be located on land within 1,500 feet of a 13.8 kilovolt

distribution circuit; and

(3) be eligible to receive a renewable energy production

incentive payment under section 216C.41.

[EFFECTIVE DATE.] This section is effective for sales made

after December 31, 2004, and on or before December 31, 2007.

Sec. 9. Laws 1993, chapter 375, article 9, section 46,
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subdivision 2, as amended by Laws 1997, chapter 231, article 7,
section 40, and Laws 1998, chapter 389, article 8, section 30,
and Laws 2003 First Special Session chapter 21, article 8,
section 13, is amended to read:

Subd. 2. [USE OF REVENUES.] Revenues received from the tax
authorized by subdivision 1 may only be used by the city to pay
the cost of collecting the tax, and to pay for the following
projects or to secure or pay any prihcipal, premium, or interest
on bonds issued in accordance with subdivision 3 for the
following projects.

(a) To pay all or a portion of the capital expenses of
construction, equipment and acquisition costs for the expansion
and remodeling of the St. Paul Civic Center complex, including
the demolition of the existing arena and the construction and
equipping of a new arena.

(b) The remainder of the funds must be spent for:

(1) capital projects to further residential, cultural,
commercial, and economic development in both downtown St. Paul
and St. Paul neighborhoods ; and

(2) capital and operating expenses of cultural
organizations in the city, provided that the amount spent under
this clause must equal ten percent of the total amount spent
under this paragraph in any year.

(c) The amount apportioned under paragraph (b) shall be no
less than 60 percent of the revenues derived from the tax each
year, except to the extent that a portion of that amount is
requifed to pay debt service on (1) bonds issued for the
purposes of paragraph (a) prior to March 1, 1998; or (2) bonds
issued for the purposes of paragraph (a) after March 1, 1998,
but only if the city council determines that 40 percent of the
revenues derived from the tax together with other revenues
pledged to the payment of the bonds, including the proceeds of
definitive bonds, is expected to exceed the annual debt service
on the bonds.

(d) If in any year more than 40 percent of the revenue

derived from the tax authorized by subdivision 1 is used to pay
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debt sefvice on the bonds issued for the purposes of paragraph
(a) and to fﬁnd a reserve for the bqnds, the amount of the debt
service payment that exceeds 40 percent of the revenue must be
determined for that year. In any year when 40 percent of the
revenue produced by the salesvtax exceeds the amount required to
pay debt service on the bonds and to fund a reserve for the
bonds under paragraph (a), the amount of the excess must be made
available for capital projects to further residential, cultural,
commercial, and economic development in the neighborhoods and

downtown until the cumulative amounts determined for all years

under the preceding sentence have been made available under this

sentence. The amount made available as reimbursement in the
preceding sentence is not included in the 60 percent determined
under paragraph (c).

(e) No revenues from the tax authorized by subdivision 1

may be used to pay principal, premium, or interest on any bonds

or other obligations except the bonds issued under subdivision 3.

tey (f) By January 15 of each odd-numbered year, the mayor
and the city council must report to the legislature on the use
of sales tax revenues during the preceding two-year period.

[EFFECTIVE DATE.] This section is effective the day

following final enactment.

Sec. 10. Laws 2001, First Special Session chapter 5,
article 12, section 44, the effective date, is amended to read:
[EFFECTIVE DATE.] This section is effective for sales and
purchases made after July 31, 200l;-and-befere-Aungust-1;-2665.
Sec. 11. [COUNTY OF MOWER; SALES AND USE TAX.]

Subdivision 1. [SALES AND USE TAX

AUTHORIZED.] Notwithstanding Minnesota Statutes, section

477A.016, or any other provision of law or ordinance, the cocunty

of Mower may, by resolution, impose a sales and use tax of up to

one-half percent for the purposes specified in subdivision 2.

Except as otherwise provided in this section, the provisions of

Minnesota Statutes, section 297A.99, govern the imposition,

administration, collection, and enforcement of the tax

authorized under this subdivision.
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Subd. 2. [USE OF REVENUES.] The proceeds of the tax

imposed under this section must be solely used to pay for costs

associated with a Criminal Justice Center for Mower County.

Government functions to be located in the facility for which

proceeds of the tax may be used include, but are not limited to,

jail, law enforcement, dispatch, courts, court administration,

correctional services, and county attorney.

Authorized expenses include, but are not limited to, site

acquisition, infrastructure, construction, and professional fees

related to the project.

Subd. 3. [BONDING AUTHORITY.] (a) The county may issue

bonds under Minnesota Statutes, chapter 475, to finance the

capital expenditures and improvements authorized by the

referendum under subdivision 4. An election to approve the

- bonds under Minnesota Statutes, section 475.58, is not required.

(b) The bonds are not included in computing any debt limits

applicable to the county, and the levy of taxes under Minnesota

Statutes, section 475.61, to pay principal and interest on the

bonds is not subject to levy limits.

Subd. 4. [REFERENDUM.] If the county of Mower proposes to

impose the tax authorized by this section, the gquestion of

imposing the tax must be submitted to the voters at either a

special election held before January 1, 2006, or at the next

general election.

Subd. 5. [TERMINATION OF TAXES.] The tax imposed under

this section expires when the county board first determines that

the amount of revenues raised to pay for the Criminal Justice

Center project under subdivision 2 meet or exceed approved

project costs. Any funds remaining after completion of the

projects mav be placed in the general funds of the. county. The

county may rescind the tax imposed under this section at an

earlier time by ordinance.

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

compliance with the governing body of the county of Mower with

Minnesota Statutes, section 645.021, subdivision 3.

Sec. 12. [CITY OF WORTHINGTON; TAXES AUTHORIZED. ]

Article 3 Section 12 35
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1 Subdivision 1. [SALES AND USE TAX.] Notwithstanding

2 Minnesota Statutes, section 477A.016, or any other provision of

3 law, ordinance, or city charter, if approved by the voters

4 pursuant to Minnesota Statutes, section 297A.99, at the next

5 general election, the city of Worthington may impose by

6 ordinance a sales and use tax of up to one-half of one percent

7 for the purpose specified in subdivision 3. Except as otherwise

8 provided in this section, the provisions of Minnesota Statutes,

9 section 297A.99, govern the imposition, administration,

10 collection, and enforcement of the tax authorized under this

11 subdivision.

12 Subd. 2. [EXCISE TAX AUTHORIZED.] Notwithstanding

13 Minnesota Statutes, section 477A.016, or any other provision of

14 law, ordinance, or city charter, the city of Worthington may

15 impose by ordinance, for the purposes specified in subdivision

16 3, an excise tax of up to $20 per motor vehicle, as defined by

17 ordinance, purchased or acquired from any person engaged within

18 the city in the business of selling motor vehicles at retail.

19 Subd. 3. [USE OF REVENUES.] Revenues received from taxes

20 authorized by subdivisions 1 and 2 must be used by the city to

21 pay the cost of collecting and administering the taxes and to

22 pay for the costs of a multipurpose city facility to include

23 meeting rooms, a swimming pool, and a senior citizen center, and

24 to make renovations to the Memorial Auditorium. Authorized

25 expenses include, but are not limited to, acquiring property and

26 paying construction expenses related to these improvements, and

27 paying debt service on bonds or other obligations issued to

28 finance acquisition and construction of these improvements.

29 Subd. 4. [BONDING AUTHORITY.] (a) If the tax authorized

30 under subdivision 1 is approved by the voters, the city may

31 issue bonds under Minnesota Statutes, chapter 475, to pay

32 capital and administrative expensesvfor the improvements

33 described in subdivision 3 in an amount that does not exceed

34 $7,800,000. An election to approve the bonds under Minnesota

35 Statutes, section 475.58, is not required.

36 (b) The debt represented by the bonds is not included in
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1 computing any debt limitation applicable to the city, and any

2 levy of taxes under Minnesota Statutes, section 475.61, to pay

3 principal of and interest on the bonds is not subject to any

4 levy limitation.

5 Subd. 5. [TERMINATION OF TAXES.] The taxes imposed under

6 subdivisions 1 and 2 expire at the earlier of (1) ten years, or

7 (2) when the city council determines that the amount of revenue

8 received from the taxes to pay for the projects under

9 subdivision 3 equals or exceeds $7,800,000 plus the additional

10 amount needed to pay the costs related to issuance of bonds

11 wunder subdivision 4, including interest on the bonds. Any funds

12 remaining after completion of the project and retirement or

13 redemption of the bonds shall be placed in a capital project

14 fund of the city. The taxes imposed under subdivisions 1 and 2

15 may expire at an earlier time if the city so determines by

16 ordinance.

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

18 the governing body of the city of Worthington and its chief

19 clerical officer timely comply with Minnesota Statutes, section

20 645.021, subdivisions 2 and 3.

21 ARTICLE 4
22 PROPERTY TAX AND AIDS
.23 Section 1. Minnesota Statutes 2004, section 123B.53,

24 subdivision 5, is amended to read:

25 Subd. 5. [EQUALIZED DEBT SERVICE LEVY.] (a) The equalized
26 debt service levy of a district equals the sum of the first tier
27 equalized debt service levy and the second tier equalized debt
28 .service levy.

29 (b) A district’s first tier equalized debt service levy

30 equals the district’s first tier debt service equalization

31 revenue times the lesser of one or the ratio of:

32 (1) the quotient derived by dividing the adjusted debt

33 service net tax capacity of the district for the year before the
%k34 year the levy is certified by the adjusted pupil units in the

35 district for the school year ending in the year prior tobthe

36 year the levy is certified; to
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(2) $3,200.

(c) A district’s second tier equalized debt service levy
equals the district’s second tier debt service equalization
revenue times the lesser of one or the ratio of:

(1) the quotient derived by dividing the adjusted debt
service net tax capacity of the district for the year before the
year the levy is certified by the adjusted pupil units in the
district for the school year ending in the year prior to the
year the levy is certified; to

(2) $8,000.

[EFFECTIVE DATE.] This section is effective for taxes

payable in 2006.

Sec. 2. Minnesota Statutes 2004, section 126C.01, is
amended by adding a subdivision to read:
Subd. 2a. [DEBT SERVICE NET TAX CAPACITY.] A school

district’s debt service net tax capacity means the net tax

capacity of the taxable property of the district as adjusted by

the commissioner of revenue under section 127A.48, subdivision

17. The debt service net tax capacity for any given calendar

year must be used to compute the debt service levy limitations

for levies certified in the succeeding calendar year and aid for

the school year beginning in the second succeeding calendar year.

[EFFECTIVE DATE.] This section is effective the day

following final enactment for computing taxes payable in 2006.

Sec. 3. Minnesota Statutes 2004, section 127A.48, is
amended by adding a subdivision to read:

Subd. 17. [DEBT SERVICE NET TAX CAPACITY.] To calculate

each district’s debt service net tax capacity, the commissioner

of revenue must recompute the amounts in this section using an

alternative sales ratio comparing the sales price to the

estimated market value of the property.

[EFFECTIVE DATE.] This section is effective the day

following final enactment for computing taxes payable in 2006.

Sec. 4. Minnesota Statutes 2004, section 254B.02,
subdivision 3, is amended to read:

Subd. 3. [RESERVE ACCOUNT.] The commissioner shall
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allocate money from the reserve account to counties that, during
the current fiscal year, have met or exceeded the base level of
expenditures for eligible chemical dependency services from
local money. The commissioner shall establish the base level
for fiseal year 1988 as the amount of local money used for
eligible services in calendar year 1986. In later years, the
base level must be increased in the same proportion as state
appropriations to implement Laws 1986,.chapter 394, sections 8

to 20, are increased, except the base level shall not exceed 55

percent of the county allocation provided in subdivision 1 for

fiscal year 2006; 50 percent in fiscal year 2007; 45 percent in

fiscal year 2008; and 40 percent in fiscal year 2009.

Thereafter the maximum base level shall decrease by five percent

each year until the maximum county match is 15 percent. The

base level must be decreased if the fund balance from which
allocations are made under section 254B.02, subdivision 1, is
decreased in later years. The local match rate for the reserve
account is the same rate as applied to the initial allocation.
Reserve account payments must not be included when calculating
the county adjustments made according to subdivision 2. For
counties providing medical assistance or general assistance
medical care through managed care plans on January 1, 1996, the
base year is fiscal year 1995. For counties beginning provision
of managed care after January 1, 1996, the base year is the most
recent fiscal year before enrollment in managed care begins.

For counties providing managed care, the base level will be
increased or decreased in proportion to changes in the fund
balance from which allocations are made under subdivision 2, but

will be additionally increased or decreased in proportion to the

paragraphs (b) and (c). Effective July 1, 2001, at the end of
each biennium, any funds deposited in the reserve account funds
in excess of those needed to meet obligations incurred under
this section and sections 254B.06 and 254B.09 shall cancel to
the general fund.

Sec. 5. Minnesota Statutes 2004, section 272.02,
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1 subdivision 53, is amended to read:
2 Subd. 53. [ELECTRIC GENERATION FACILITY; PERSONAL
3 PROPERTY.] Notwithstanding subdivision 9, clause (a), attached
4 machinery and other personal property which is part of a 3.2
5 megawatt run-of-the-river hydroelectric generation facility and
6 that meets the requirements of this subdivision is exempt. At
7 the time of construction, the facility must:
8 (1) utilize two turbine generators at a dam site existing
9 on March 31, 1994;
10 (2) be located on pubkitieiy-ewned land and within 1,500 feet
11 of a 13;8 kilovolt distribution substation; and
12 (3) be eligible to receive a renewable energy production
13 incentive payment under section 216C.41.
14 Construction of the facility must be commenced after

15 < Januvary-:7-2662 December 31, 2004, and before January 1, 2665

16 2007. Property eiigible for this exemption does not include
17 electric transmission lines and interconnections or gas

18 pipelines and interconnections appurtenant to the property or
19 the facility.

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

21 levied in 2005, payable in 2006, and thereafter.

22 Sec. 6. Minnesota Statutes 2004, section 272.02, is
23 amended by adding a subdivision to read:
24 Subd. 68. [ELECTRIC GENERATION FACILITY PERSONAL

25 PROPERTY.] (a) Notwithstanding subdivision 9, clause (a),

26 attached machinery and other personal property which is part of

27 either a simple-cycle, combustion-turbine electric generation

28 facility, or a combined-cycle, combustion-turbine electric

29 generation facility that does not exceed 325 megawatts of

20 inctalled capacity and that meets the requirements of this

31 subdivision is exempt. At the time of construction, the

32 facility must:

33 (1) utilize either a simple-cycle or a combined-cycle

34 combustion-turbine generator fueled by natural gas;

35 (2) be connected to an existing 115-kilovolt high-voltage

36 electric transmission line that is within two miles of the
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facility;

(3) be located on an underground natural gas storage

- aquifer;

(4) be designed as either a peaking or intermediate load

facility; and

(5) have received, by resolution, the approval from the

governing body of the county for the exemption of personal

property under this subdivision.

(b) Construction of the facility must be commenced after

January 1, 2006, and before January 1, 2008. Property eligible

for this exemption does not include electric transmission lines

and interconnections or gas pipelines and interconnections

appurtenant to the property or the facility.

[EFFECTIVE DATE.] This section is effective for assessment

year 2005, taxes payable in 2006, and thereafter.

Sec. 7. Minnesota Statutes 2004, section 272.0211,
subdivision 1, is amended to read:

Subdivision 1. [EFFICIENCY DETERMINATION AND
CERTIFICATION.j An owner or operator of a new or existing
electric power generation facility, excluding wind energy
conversion systems, may apply to the commissioner of revenue for
a market value exclusion on the property as provided for in this
section. This exclusion shall apply only to the market value of
the equipment of the facility, and shall not apply to the
structures and the land upon which the facility is located. The
commissioner of revenue shall prescribe the forms and procedures
for this application. Upon receiving the application, the
commissioner of revenue shall request the commissioner of
commerce to make a determination of the effiéiency of the
applicant’s electric power generation facility. Iin-cateutating
the-effieteney-ef-a-faeitity; The commissioner of commerce shall
use-a-definitien-ef calculate efficiency whieh-ealeulates
effieieney—as-thejsum-eff

fi}—the-usefu&—e&eetrieéi-pewer-eutputf-p}us

{2y -the-usefui-thermat-energy-eutputs-plus

{3y-the-fuel-energy-of-the-usefut-chemieal-produets-
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ati-divided-by-the-tetal-energy-input-to-the-facitity;-expressed

as-a-pereentage as the ratio of useful energy outputs to energy

inputs, expressed as a percentage, based on the performance of

the facility’s equipment during normal full load operation. The

commissioner must include in this formula the energy used in any
on-site preparation of materials necessary to convert the
materials into the fuel used to generate electricity, such as a
process to gasify petroleum coke. The commissioner shall use

the kigh-heating-vatue Higher Heating Value (HHV) for all

substances in the commissioner’s efficiency calculations, except
for wood for fuel in a biomass-eligible project under section
216B.2424; for these instances, the commissioner shall adjust
the heating value to allow for energy consumed for evaporation
of the moisture in thé wood. The applicant shall provide the
commissioner of commerce with whatever information the
commissioner deems necessary to make the determination. Within
30 days of the receipt of the necessary information, the
commissioner of commerce shall certify the findings of the
efficiency determination to the commissioner of revenue and to
the applicant. Fhe-ceommissiener-of-cemmerece-shati-determine-the
effieteney-of-the-facitity-and-ecertify-the-£findings—-ef-that
determination-to-the-commissiener-ef-revenue-every-two-years
thereafter-from-the-date-of-the-eriginal-eertificatiens

[EFFECTIVE DATE.] This section is effective for assessment

year 2005 and thereafter, for taxes payable in 2006 and

thereafter.

Sec. 8. Minnesota Statutes 2004, section 272.0211,
subdivision 2, is amended to read:

Subd. 2. [SLIDING SCALE EXCLUSION.] Based upon the
efficiency determirnation prcvided by the ccmmissioner of
commerce as described in subdivision 1, the commissioner of
revenue shall subtract £ive eight percent of the taxable market
value of the qualifying property for each percentage point that
the efficiency of the specific facility, as determined by the
commissioner of commerce, is above 35 40 percent. The reduction

in taxable market value shall be reflected in the taxable market

Article 4 Section 8 ' 42



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

05/05/05 [COUNSEL ] JZs TAXTIII-2

value of the facility beginning with the assessment year
immediately following the determination. For a facility that is
assessed by the county in which the facility is located, the
commissioner of revenue shall certify to the assessor of that
county the percentage of the taxable market value of the
facility to be excluded.

[EFFECTIVE DATE.] This section is effective for assessment

year 2005 and thereafter, for taxes payable in 2006 and

thereafter.

Sec. 9. Minnesota Statutes 2004, section 273.11,
subdivision la, is amended to read:

Subd. la. [LIMITED MARKET VALUE.] In the case of all
property classified as agricultural homestead or nonhomestead,
residential homestead or nonhomestead, timber, or noncommercial
seasonal residential recreational, the assessor shall compare
the value with the taxable portion of the value determined in
the preceding assessment.

For assessment year 2002, the amount of the increase shall
not exceed the greater of (1) ten percent of the value in the
preceding assessment, or (2) 15 percent of the difference
between the current assessment and the preceding assessment.

For assessment year 2003, the amount of the increase shall
not exceed the greater of (1) 12 percent of the value in the
preceding assessment, or (2) 20 percent of the difference
between the current assessment and the preceding assessment.

For assessment year 2004, the amount of the increase shall
not exceed the greater of (1) 15 percent of the value in the
preceding assessment, or (2) 25 percent of the difference
between the current assessment and the precedihg assessment.

For ‘assessment year 2005, the amount of the increase shall
not exceed the greater of (1) 15 percent of the value in the
preceding assessment, or (2) 33 percent of the difference
between the current assessment and the preceding assessment.

For assessment year 2006, the amount of the increase shall
not exceed the greater of (1) 15 percent of the value in the

preceding assessment, or (2) 50 percent of the difference
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1 between the current assessment and the preceding assessment.

2 This limitation shall not apply to increases in value due
3 to improvements. For purposes of this subdivision, the term

4 T'"assessment" means the value prior to any exclusion under

5 subdivision 16.

6 ‘ The provisions of this subdivision shall be in effect

7 through assessment year 2006 as provided in this subdivision.

8 For purposes of the assessment/sales ratio study conducted
9 under section 127A.48, and the computation of state aids paid

10 under chapters 122A, 123A, 123B, excluding section 123B.53,

11 124D, 125A, 126C, 127A, and 477A, market values and net tax
12 capacities determined under this subdivision and subdivision 16,
13 shall be used.

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

15 following final enactment for computing taxes payable in 2006.

16 Sec. 10. Minnesota Statutes 2004, section 275.025,

17- subdivision 1, is amended to read:

18 Subdivision 1. [LEVY AMOUNT.] (a) The state general levy
19 1is levied against commercial-industrial property and seasonal
20 residential recreational property, as defined in this section.
21 The state general levy base amount is $592,000,000 for taxes
22 payable in 2002. For taxes payablé in subsequent years on

23 seasonal residential recreational property, the levy base amount

24 1is increased each year by multiplying the levy base amount

25 for that class of property for the prior year by the sum of one

26 plus the rate of increase, if any, in the implicit price

27 deflator for government consumption expenditures and gross

28 investment for state and local governments prepared by the

29 Bureau of Economic Analysts of the United States Department of
30 Commerce for the 12-month period ending March 31 of the year

31 prior to the year the taxes are payable. For taxes ﬁayable in

32 2006 and subsequent years on commercial-industrial property, the

33 tax is imposed under this subdivision at the rate of the tax

34 imposed under this subdivision for taxes payable in 2002. The

35 tax under this section is not treated as a local tax rate under

36 section 469.177 and is not the levy of a governmental unit under
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chapters 276A and 473F.

(b) Beginning with taxes payable in 2008, and in each year

thereafter, the commissioner of finance shall deposit in the

education reserve account established in S.F. No. 1683, article

4, section 73, the increased amount of the state general levy

for that year over the state general levy base amount for taxes

payable in 2002.

(c) The commissioner shall increase or decrease the
preliminary or final rate for a year as necessary to account for
errors and tax base changes that affected a preliminary or final
rate for either of the two preceding years. Adjustments are .
allowed to the extent that the necessary information is
available to the commissioner at the time the rates for a year
must be certified, and for the following reasons:

(1) an erroneous report of taxable value by a local
official;

(2) an erroneous calculation by the commissioner; and

(3) an increase or decrease in taxable value for
commercial-industrial or seasonal residential recreational
property reported on the abstracts of tax lists submitted under
section 275.29 that was not reported on the abstracts of
assessment submitted under section 270.11, subdivision 2, for
the same year.

The commissioner may, but need not, make adjustments if the
total difference in the tax levied for the year would be less
than $100,000.

[EFFECTIVE DATE.] This section is effective for taxes

payable in 2006 and sﬁbsequent years.

Sec. 11. Minnesota Statutes 2004, section 469.033,
subdivision 6, is amended to read:

Subd. 6. [OPERATION AREA AS TAXING DISTRICT, SPECIAL TAX. ]
All of the territory included within the area of operation of
any authority shall constitute a taxing district for the purpose
of levying and collecting special benefit taxes as provided in
this subdivision. All of the taxable property, both real and

personal, within that taxing district shall be deemed to be
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benefited by projects to the extent of the special taxes levied
under this subdivision. Subject to the consent by resolution of
the governing body of the city in and for which it was created,
an authority may levy a tax upon all taxable property within
that taxing district. The tax shall be extended, spread, and
included with and as a part of the general taxes for state,
county, and municipal purposes by the county auditor, to be
collected and enforced therewith, together with the penalty,
interest, and costs. As the tax, including any penalties,
interest, and costs, is collected by the county treasurer it
shall be accumulated and kept in a separate fund to be known as
the "housing and redevelopment project fund." The money in the
fund shall be turned over to the authority at the same time and
in the same manner that the tax collections for the city are
turned over to the city, and shall be expended only for the
purposes of sections 469.001 to 469.047. It shall be paid out
upon vouchers signed by the chair of the authority or an
authorized representative. The amount of the levy shall be an
amount approved by the governing body of the city, but shall not

exceed 0.0144 percent of taxable market value for the current

levy vear, notwithstanding section 273.032. The authority shall

each year formulate and file a budget in accordance with the
budget procedure of the city in the same manner as required of
executive departments of the city or, if no budgets are required
to be filed, by August 1. The amount of the tax levy for the
following year shall be based on that budget.

Sec. 12. Minnesota Statutes 2004, section 473F.08,
subdivision 3a, is amended to read:

Subd. 3a. [BLOOMINGTON COMPUTATION.] Beginning in 1987 and
each subseguent year through 1998, the city of Bloomington shall
determine the interest payments for that year for the bonds
which have been sold for the highway improvements pursuant to
Laws 1986, chapter 391, section 2, paragraph (g). Effective for
property taxes payable in 1988 through property taxes payable in
1999, after the Hennepin County auditor has computed the

areawide portion of the levy for the city of Bloomington

Article 4 Section 12 46
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pursuant to subdivision 3, clause (a), the auditor shall

‘annually add a dollar amount to the city of Bloomington’s

areawide portion of the levy equal to the amount which has been
certified to the auditor by the city of Bloomington for the
interest payments for that year for the bonds which were sold
for highway improvements. The total areawide portion of the
levy for the city of Bloomington including the additional amount
for interest repayment certified pursuant to this subdivision
shall be certified by the Hennepin County auditor to the
administrative auditor pursuant to subdivision 5. The Hennepin
County auditor shall distribute to the city of Bloomington the
additional areawide portion of the levy computed pursuant to
this subdivision at the same time that payments are made to the
other counties pursuant to subdivisionA7a. For property taxes
payable from the year 2666 2014 through 2615 2023, the Hennepin
County auditor shall adjust Bloomington’s